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This journal has explained, and the Kemp-Roth sponsors them

selves admit, that the supply-side tax-cut plan is not a plan for net

U .S_ capital formation, but an income redistribution scheme. Now we
have projected the plan through the LaRouche-Riemann econometric
model's simulations. The results attest that it is a

specific kind

of

redistribution, under which the decline of essential sectors accelerates,
and assets are built up in the so-called "sunrise" areas. But, as
Economics Editor David Goldman, who directed the report, poi�
out, these latter sectors are inherently overhead sectors; when under
lying production is cut back, there is neither demand nor resources to
sustain them. The tax policy ends up favoring no one, and nothing,
but economic collapse.
The report further shows that the "refundability" and "transfera
bility" alternative proposals by liberal RepUblicans are a finer-tuned
instrument for the same process-hastened by Treasury outlays to
corporations that are scrapping assets. A third proposal, the National
Democratic Policy Committee's outline of how to "target" cuts to
promote high-technology industrial investment, concludes the report.
I'd also like to call your attention to two contributions by EIR
founder Lyndon H. LaRouche, Jr.: an analysis of the Anglican
hierarchy'S attempt to destroy the Catholic Church as a repository of
prodevelopment principles; and an open letter to Leonid Brezhnev
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specifying the strategic miscalculations and the "curse of littleness"
that must be overcome if the world is to survive the dangerous
interlude following the defeat of France's Giscard. In our National
section, you'll find a picture of the "shuttle diplomacy" by Alexander
Haig and Henry Kissinger that secured Giscard's ouster and escalated
the policy war against Reagan.
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New phase in the global
war over interest rates
by

!?avid Goldman

West German Chancellor Helmut Schmidt's consulta
tions in Washington began May 21 with, according to
West German aides, a polite but tough lecture to the
American President on the interest-rate problem.
Schmidt will tell Reagan precisely what he informed a
West German television audience on M ay 18: that the
Federal Reserve's high interest-rate policy· has created a
self-feeding spiral of rising money supply and further
rises in interest rates .
After the electoral defeat of French President Valery
Giscard d' Estaing, the European leader in the best posi
tion to influence American economic thinking, Schmidt,
and Mexican President Jose Lopez Portillo are the for
eign leaders with the most presence in Washingto n . They
are both telling Reagan the same thing, i .e . , that high
interest rates are inflationary and therefore self-de
feating.
White House counselor Edward Meese heard a
similar argument last week from a delegation of the U . S .
Leagut: of Savings a n d Loan Associations led b y their
executive director, William O'Connell, and League Pres
ident Rolland Barnard. A League release of M ay 15 said
the delegation told Meese that "the federal government
should take decisive and dramatic action to promptly
bring down today's into lerable interest rates. "
Sensitive t o the President's concern, Treasury Secre
tary Donald Regan and U ndersecretary for M onetary
Affairs Beryl W. Sprinkel spent most of the week of M ay
II trying to talk interest rates down, arguing that the
Federal Reserve's monetarist policy would successfully
lower rates. The markets responded with rising bond and
stock prices for all of two successive trading days, M ay
15 and May 18, before turning down again sharply in
•

4

Econom ics

expectation of a further prime rate rise above the present
20 percent level . The predictable failure of the Treasury's
bland assurances have made " Paul Volcker the number
one problem we have to deal with," according to a Senate
source close to the White House. The events of the past
several months m ake it difficult for the American Presi
dent to reject, upon reflection, the arguments of the West
German chancel lor, which have been repeated in a bar
rage of statements from Mexican government and trade
union officials and newspaper editorials during the past
week.
As EIR noted three weeks ago , the more than 1 2
percent per annum rise in the narrowly defined money
supply M I B during the first quarter of 1981 is due to a
staggering influx of Eurodollars i nto the U . S . credit
markets . Most of the Eurodollar influx is no t short-term
movement of funds in response to high dollar interest
rates-most of this activity has remained abroad in the
foreign markets and not affected domestic money aggre
gates. Instead, the rise in M 1 B reflects massive foreign
coporate borrowing to pay domestic expenses. The auto
companies alone, according to a Department of Trans
portation internal study, have borrowed $12 billion
abroad in order to pay domestic bills during the past 18
months.
In a period where corporate interest costs absorb
about 60 percent of internal cash flow, higher interest
rates force an increase in the rate of borrowing and the
rate of money supply growth .
I n an interview with nine American correspondents
released May 18, Chancellor Schmidt expressed confi
dence that the U . S . administration would not revert to
the Nixon-period policy of " benign neglect," a reference
EIR
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to the unfortunate phrase of then Treasury Secretary
John Connally. "I think this will not be done again by
the Reagan administration. They certainly want to listen
to what the French and Germans feel about this,"
Schmidt concluded .
Whether Reagan will be in a position to reflect on the
accuracy of Schmidt's analysis and recommendations,
however, is a different story. The Treasury m onetarists
may have blown their credibility as interest-rate forecast
ers, but they are by no means out of ammun ition . These
boys and their ally Paul Volcker-who has actually
drawn political strength from the Punch-and-Judy show
with Treasury officials-are playing rough .
How rough Volcker can play was made clear during
the third week of December 1 980. On Dec. 1 8 Volcker
met with the chairmen of the leading New York City
banks, and .brought their message to Reagan the follow
ing week: unless he respects the independence of the
Federal Reserve, the banks would destabilize the markets
through "loss of confidence."
At the Fed chairman's request, President Reagan met
with Volcker again on May 1 8, and heard roughly the
same formulation . The markets have rejected the Presi
dent's program as inflationary, and are especially dis
turbed by Treasury Undersecretary Beryl Sprinkel's ac
cusations that the Fed has let the money supply run out
of control. Volcker demanded a moratorium on White
House criticism of the Fed and, according to the M?.y 2 1
New York Times, received assurances that Sprinkel
would keep his mouth shut for the meantime.
That cuts both ways. The Treasury official, a long-time
stand-in for monetarist Milton Friedman in Chicago
economics circles, had indeed made the only public
attacks on the Fed the administration has thus far at
tempted. But his argument was in favor of even more
stringent monetary policy; if implemented, it would pro
duce an immediate collapse of economic activity. A 1 2
percent per annum increase i n money supply during the
first quarter barely managed to finance an economy that
in real terms was dead flat (the 8.5 percent rise in GNP
reported by the Commerce Department is two-thirds
statistical hoax and one-third economic fluff). For Rea
gan to censure the Treasury's house Friedmanite does
not necessarily indicate underlying support for what
Volcker is doing.
Volcker and the banks have one ploy, and that is to
brainwash the President though the specter of " market
instability ." Reagan's own adviser Alan Greenspan now
calls the 1 982 budget deficit $20 billion higher than the
OMB's forecast of $37.2 billion, while the Congressional
Budget Office predicts twice the increment. These warn
ings are unfortunately correct (see Domestic Credit). The
President's first response was to take some bad advice
from OMB director David Stockman and seek additional
budget cuts in the Social Security field. The 96-0 repudiaEIR
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tion of this first effort b y the Senate showed the President,
at least, that Stockman ' s advice should not be trusted in
this situation . But the September budget review, where
the genie of higher deficits will come out of the bottle, is
still a hurdle that Reagan has no means of facing down
at the moment.
Meanwhile events on the financial m arkets will get
worse fast. The extraordinary rate movements on the
foreign exchange m arkets (see Foreign Exchange) of the
last several days presage a situation in which the dollar
could go back into the barrel. A new prime rate increase
. appears inevitable for the end of this week, and the stock
market will probably continue floundering below the
1 ,000 mark on the Dow-Jones average.
September may be the trigger point for a conj uncture
of events that will blow the Reagan economic program
to pieces, including 1 ) a sharp downturn in real eco nomic
activity in response to unsupportable interest rates, 2) the
congressional budget review, 3) a probable sharp fall of
the American dollar (according to a scenario circulated
by Bankers Trust vice-president David K. Sandburg),
4) the possible breakup of the European Monetary Sys
tem through the exit of the French franc, and 5) difficul
ties in financing the $75 to $ 100 billion payments deficit
of developing countries.
For the past several weeks, the Fed chairman has held
President Reagan through a sort of monkey trap, of the
type that involves food in a narrow-necked vessel . The
tighter President Reagan holds on to the Kemp-Stock
man economic program (see Special Report), the more
firmly he is held in an economic trap. But he has made a
commitment to this program and to advisers who have
told him it will work o ut, and is too stubborn to abandon
it "befo re it has had a chance to work . " Volcker and the
money-market barons hope to keep him flailing until it is
too late to do anything else.
. This is what made Schmidt's visit so pivotal. To the
extent the West German leader can persuade Mr. Reagan
that his complaint against high interest rates is neither a
political ploy to satisfy internal West German com
plaints, nor a matter of narrow West German self-inter
est, but a question involving the survival of the Reagan
administration itself, Schmidt might j ust do the trick.
Despite dug-in opposition from his own central bank,
Schmidt has taken the first steps toward putting on line
a form of two-tier credit system in West Germany,
involving the proceeds of a OM 6 billion loan from Saudi
Arabia, to be lent out through the West German eco
n omic development bank at low interest rates to West
German industry . With Schmidt's close ally Giscard out
of the picture, and consequent smaller leverage against
his own domestic opponents, Schmidt's own program is
in doubt at home. But he can, at least, point a way out of
the crisis facing the U . S . President-something that Mr.
Reagan is seeking urgently at this time.
Economics
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aid program, we hope you let others take care of fighting
in EI Salvador . . . .
Q: Who is pushing the Brandt Commission?

A: I had lunch with the Archbishop of Canterbury last

week , and he raised the Brandt Commission by name.
That wouldn't have happened a while back . McNamara
is pushing it. Lambsdorff and the Bundestag members
brought it up at the Princeton German-American Coun
cil meeting . . . .

Aspen: Schmidt will
press Brandt policy
What follows is excerpted from an interview, provided to

EI R, with a senior official of the A spen Institute on the
subject of Reagan administration relations with the West
German government of Chancellor Helmut Schmidt.

Q: What do you expect to develop on the question of
North-South policy and the Brandt Commission?
A: Schmidt will have a hard time resisting that. The
Brandt Commission, oddly enough-and I had the orig
inal discussions with Brandt on this, it's not his thing,
you know-has picked up steam and is getting more
attention now than when it first came put. . . . An inner
compulsion is growing about the Brandt report, not j ust
on aid, but on the arms question, and the arms bill, and
being able to help the North-South relationship. The
introduction to that report, which Brandt wrote, is the
linkage between a trillion-dollar [U.S. ] budget for arms,
versus the need to strengthen the South.
Also, the Germans took the lead at the U . N . , and
when Reagan pulled the rug out under the Law of the
Sea treaty, they pulled the rug out under the process of
these negotiations on resources and trade with the LDCs,
they pulled the rug out from under one of the major
German initiatives in the broader international scene.
Schmidt will say, "Can't you review this, Mr. President?"
Q: Why should Schmidt go with anything of Brandt's?

A: There's an inner compulsion. The LDCs are not only

social and political problems, but they are an enormous
area for battleground and conflict . There are going to be
6.3 billion people in the world that we can't support by
the year 2000 . . . . We are running out of food, water,
natural reso urces; this is becoming a tremendous nation
al security problem , and the U . S . may not realize it yet
some people do-but Schmidt is perfectly well aware of
it. . . . Schmidt will tell Reagan to pay more attention to
this and say he hopes to spend their next meeting more
on North-South problems, we hope yo u don't slash your
6
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Q: But Schmidt is one of those people who thinks devel
opment can solve everything, and so is Reagan.
A: Schmidt is more sophisticated than that. What's
made him change his mind is that the U . S . pulled the rug
from under Germany in its dealings with the LDCs.
Schmidt has his own problems on this at home. He has
the growth of the Green Party, and their collaboration
with the people who are raising objections to the nuclear
weapons and to nuclear energy . . . and I don't think he
has the resilience he had two years ago .
How can they export huge amounts of equipment
when they can barely pay for the oil and food they're
importing? It would have to be a very large system of
export credits,. and I thin k Schmidt is smart enough to
know that will not fly by itself, without what was being
proposed at the U . N .
Q: B u t d o you think Reagan will respond positively t o a
Brandt-type approach?
A: He'll have to, given the world situation. H aig, for
one, will urge Reagan to be more open to the Brandt
Commission report, and to go with it. I saw Haig a few
weeks ago on this and he's opening his mind to the
approach . He's very concerned not to be seen as j ust a
militant on East-West issues, that backfired on him. Haig
met with Archbishop Runcie on this and he took him
pretty seriously . Many of his advisers are telling, him that
the issues raised by Global 2000 and the Brandt report
are the real security issues; Walter Stoessel [outgoing
ambassador to Bonn] is also advising Reagan of this . . . .
Schmidt is a more formidable person to be discussing
this with than anyone Reagan has met so far. He's also
being advised by Baron von Stadten , his principal foreign
affairs adviser, that this is the way to proceed with the
U . S . Von Stadten is tremendously powerful, he knows
all the ins and outs of Washington .
Q: What will come out of this week's summit?

A: Just a general agreement to talk further . . . . The

problem will be much bigger [by the time of the Ottawa
summit] . . . there are EI Salvadors all over the place . . . .
Mexico is going to be tumultuous, the development
process is getting out of control there, and so is popula
tion . . . . Saudi Arabia is going to be in turmoil. . . .
EIR
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InternationaJ Credit

by Renee Sigerson

A case of subversion
Efforts to pit Reagan against the developing countries are
coming from the Brandt Commission.

I n the months leading up to a co� 

troversial summit to be held in
Mexico this fall on "North-South"
relations, the "Brandt Commis
sion" h as launched a far-flung in
ternational campaign to seize con
trol over that summit.
The recent hoopla at U nited
Nations headquarters in Geneva,
Switzerland over a Reagan admin
istration veto of a U . N . program to
regulate powdered milk sales to
Third World countries is part of the
Brandt Commission campaign .
The incident fits in with a pattern of
accusations from Brandt Commis
sion circles that the new breed of
"neo-conservatives"
in habiting
Washington has no comprehension
of Third World needs. The milk
incident and related accusations are
aimed at wrecking Reagan admin
istration diplomacy toward coun
tries like Mexico before autumn .
Formally titled the Independent
Commission on International De
velopment Issues, the Brandt Com
mission name refers to its chair
man, Socialist International head
Willy Brandt. It was formed on re
quest of the U . N . in 1 977 to elabo
rate proposals for governing eco
nomic ties between industrial and
developing countries.
In summary form , the Commis
sion's recommendations boil down
to the following:
• The
industrial countries
should reach agreement with the oil
producers in OPEC for indexed an-

EIR
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nual oil price rises pegged t o West
ern inflation .
• O PEC should use its constant
revenues to finance the deficit o f the
poorest nations in the world which
in recent years have been essentially
cut out of the private capital mar
kets .
• Containment of the p ayments
deficits of the poorest nations can
then pave the way for increasing the
fin ancial resources of the World
Ban k. The Commission report rec
ommends that the "gearing ratio,"
the ratio between liquid capital and
loans at the World Bank be upped
from its present level of $ 1 in to $ 1
out, to 2 : 1 or 3 : l .
• The Commission is emphatic
that the constraints of international
monetary problems created by a
decade of oil crisis dictate that i n·
dustrialization of the Third World
is impossible. Lending to the devel
oping sector must be confined to
financing labo r-intensive, or "ap
propriate," technologies.
The Commission's self-serving
propaganda about the needs of the
poor fails to hide that what this
program really amounts to is a fan
tastic bailout to the i nternational
money-center banks. I n mid-April,
Far Eastern
(FEER ), the

Economic

Review

journal of H ong
Kong-British banking elites, en
dorsed the Brandt Commission rec
ommendations in a cover story
which also attacks Reagan and his
"neo-conservative" movement. It is

worth noting that the FEER story
never mentions the B randt Com
mission by name. Nevertheless, the
contents of the its recommen da
tions are identical to the Commis
sion's study .
FEER states: "forget humani
tarian grounds for aid . . . . Simply
look at the problems of sustaining
some sort of equilibrium in the non
socialist financial world o n which
international trade depends." As
FEER has also recently empha
sized, the world banking system is
on the verge o f dissolution due to a
$ 1 00 billion i nternational payments
deficit fueled by high oil prices and
i nterest rates. "The era of holding
interest rates below the rate ofinfla
tion is over . . . . The question i s
whether there will b e adequate cash
available in the short run and
whether governments will impose
the necessary reforms to ensure an
orderly retrenchment. . . . Massive
capital flows are needed along with
the will to enforce politically sensi
tive austerity programmes . "
FEER then goes on to endorse
the proposal for changing the
World Bank's gearing ratio to 2: I,
.adding that incoming World Bank
chairman A . W. C lausen-former
ly head 9f Bank of America-sup
ports the gearing change.
The problem the Brandt Com
m i ssion faces is that without a glob
al rise in liquid capital, i nternation
al banks will go bankrupt. But, if
world capital is allowed to expand,
they fear, what is to prevent Rea
gan's administration from openin g
the floodgates to heavy capital ex
ports to Mexico and other develop
ing countries? To prevent that, the
Brandt Commission is emphatic
that the World Bank must exercise
de facto dictatorial control over
world capital flows.

Economics
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Bapking

by Kathy Burdman·

The prospect of permanent inflation
NATO planners talk about using inflation as a policy tool to

restructure the banking system.

Inflation

is like war. It causes a
tremen do us amount of disloca
tions, but it can also be used as an
opportunity" a top official of the
Aspen I nstitute told an interviewer
this week . "It stirs things up, it
allows a shift of investment. "
A t the Atlantic Council,
NATO's official political arm , and
the Organization for Economic
Cooperation and Development,
NATO's economic thin k tan k,
policym akers are beginning to talk
openly about the approach that has
been the long-term strategy of the
old families of Europe.
Inflation , they say, is now a "de
liberate policy tool," as the gentle
man from Aspen put it. It can stra
tegically shift the allocation of
credit through the banking system
away from "loser" industries like
auto and steel, and into postindus
trial industries l i ke real estate and
electronics .
The Aspen Institute, until re
cently headed by a former U . S .
Ambassador t o N ATO H arlan
Cleveland, has been one of the key
architects o f this policy .
The ban king system , NATO
planners bel ieve, should now be
moved to a sort of "two-tier" credit
system, in which interest rates re
main at do uble-digit levels for the
foreseeable future for most basic
industry. The Aspen official pre
dicted a 25 percent Federal Reserve
discount rate by summer, yielding
at least a 2 7 percen t pri me rate on
loans to most corporatio ns. Bank
loans in the traditional se nse will be

8
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stagnant at best.
The corporations favored by
these proponents o f the postindus
trial society, however, will be able
to obtain a second, cheaper tier of
credit. This credit will primarily be
generated outside t h e traditional
banking system.

The Aspen I nstitute and the
OECD are now promoting the
moving of m ost auto, steel, and
other heavy industrial production
out of the United States and Eu
rope, and into the so-called Newly
Industrialized Countries (NICs).
This is a m ajor aspect of the Brandt
Commission report, written by As
pen an d published in 1 980 by a team
of investment bankers and social
democrats led by former West Ger
man Chancellor Willy Brandt.
Inflation is the NATO planners'
tool used to force world govern
ments to shut down heavy industry
in the West. "As a result of infla
tion ," said the A spen official, "we
are going to have to make some
decisions about where we want to
produce cars, for one example.
Many of them will have to be pro
duced in Korea and Brazi l, and not
in the U . S . and Europe. In five
years, there are going to be five
auto com panies left in the world, all
producing global cars. Without in
flation, people would never have
accepted such a situatio n . It can be
used as a crisis to make people do
what they ordinarily wo uldn't do,
fo r example, letting certain i ndus
tries go out o f busi ness .
That means letti ng a lot of j obs

go, which can be unpleasant."
According to Frank Southard,
the j ust-retired director of NATO's
Atlantic Council, after another six
m onths of 20 percent-plus interest
rates, the economies of the West
will be in such a state of collapse
that central banks will begin a joint
reflation program . " U nlike in 1 977,
however, when we reflated from an
underlying inflation rate of 6 per
cent, we will now be reflating from
an underlying 15 percent rate."
The result will be inflation rock
eting above 20 percent levels, pre
dicted Southard, rapidly leading to
" Brazi lian-style indexation" in the
U . S . "You index interest rates, you
index wages, you index prices, you
keep interest rates high permanent
ly, and let the commercial banks
charge 30 to 40 percent prime
rates. "
At these rates, basic industry
will be squeezed out of the banking
system . Left as bank borrowers will
be high cash-flow real estate, m i
crochip, and service companies.
Industry's credit will come
through the tax system, as de
scribed in this week's Special Re
port; through the planned program
of tax credit "transferability," a
new market in tax credits will
spring up which will be used by
industrial companies like the Ches
sie System and Chrysler to shift
their industrial production mix. I n
large part, ailing heavy industry
will sell its useless investment tax
credits for cash, and use the cash to
diversify out of its losing opera
tions, auto , rail, an d steel , and shift
the very composition of the compa
ny into new postindustri al sectors.
" I t could become a whole new
ban king system ," said an aide to
Washington tax consultant Charls
Wal ker.
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World Trade

by Mark Sonnenblick

Principals

Cost

Project/Nature of Deal

Comment

NEW DEALS

$2 bn.

M exico from
U.S.A.

M exican Commerce M i n i ster Jorge de la Vega D o min
guez in Washingto n , M ay 20 to negotiate $2 b n. U.S.
sales of grain and other farm products to M exico during
1 98 2. Despite expected improvement in M exican har
vest, it will continue to import almost as m uch as 1 9 80's
10 m n. tons U.S. grain.

Commerce Dept. says
bilateral farm pact will
b e signed during June 89 Lopez Portillo-Reagan
meeting.

$ 1 78 m n.

M exico from
U.S.A.

H Y LSA of M on terrey has signed $ 1 78 m n. credit from
Eximbank toward $ 1 .4 bn. expansion o f their M on ter
rey steel plant fro m 8 60 ,000 to 1 , 600,000 tpy. Expansion
i ncludes port and pelletization facilities i n Tampico.

H Y LSA is owned by
A L F A , M exico ' s strong
est p ri vate group, head
ed by Bernardo Garza
Sada, friend of M exican
president.

$5-6 bn.

Brazil/
U.S.S: R.

Bilateral trade deal worth an estimated $5-6 bn. has
been negotiated between B razil and U.S.S. R.

Planning M in. Delfim
N etto will sign pack age
in M o scow, July 7- 1 0.

I ncl udes:
• $2 b n. Soviet supplier's credit for wood methanol
program; Soviets also want to supply B razil's peat and
oil shale alternative energy programs.
• Soviet oil pro specting with Sao Paulo state oil com
papy.
• 20% of equipment for I lha Gran de dam.
• Long-term purchases of Brazilian grains, breakfast
crops, and mi neral ores.
• S ov iet p urchases of B razi lian manufactures.

Wood alcohol tech nolo
gy arranged by Brazil's
leading antin uclear sci
entist.
Brazil has authorized
Soviet wildcatting
This is the un resolved
hard bargai ning i tem.

about
$500 mn.

U.S.A./U.K.

Contract for construction of U.S. N avy base on Diego
Garcia Island in I n dian Ocean was awarded t o John
M owlem o f London, Raymond I n ternational, and
Brown & Root o f U.S. They were selected from 1 5
U.S.A./U. K. consortiums.

Cost-plus basis with per
fo rmance incentives.

$500 m n.

U.S.S.R. from
Japan

4 J ap anese steel companies will ship 750,000 tons o f
large-diameter p i p e s to Soviets between this June and
M arch 1 98 2.

Japanese Eximbank and
Soviet bank for foreign
trade are financi ng it.

$36 mn.

East Germany
from Japan ,
not U.S.S. R.

East Germans signed contract for 1 0 ,000 M azda sub
co mpact cars payable i n cash. T hey had reportedly
canceled previous purchases of 30,000 Soviet Leda cars
o n gro unds o f ins ufficient Soviet purchases fro m East
Germany. They have i m ported small lots o f many
European auto m odel s , causing service difficulties.

East Germans shopping
for $3 b n. p urchases
from Japan, including 2
heavy crude crackers.
Depends largely on Ja
p an's buying fro m them.

Zimbabwe
from Japan

M i tsubishi will assemble 800 Lancer subcompacts per
year in fo rmer British Leyland plant.

U.S.A. from
Spain

Combustion Engineeri ng won contracts for engineer
ing, steam generators, etc. for 3 Spanish power stations.

$50 mn.

CANCELED D EA LS

Iran from
Japan

EIR
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M itsui stopped throwing m o re funds into the $3.5 bn.
giant Bandar Khomeini petro leum complex in late
Ap ril. A lthough the proj ect is 8 5% com p lete, there are
now no prospects that it will ever turn a profit. M itsui
had put in $4 1 m n. o n i ts own risk and was being asked
fo r $27 m n. more by I ranians.

Complex suffered some
damage in war. M i tsui
trying to force Japanese
govt. bailout, but m ay
end up with even bigger
m ess.
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Foreign Exchange

by David Goldman

The wreck of the EMS
The European Monetary System may be disbanded
or tranSformed into a vehicle for austerity.

Unless President Ronald Reagan

quickly calls a halt to Federal Re
serve Chairman Paul Volcker's up
ward spiraling of world interest
rates, the European Monetary Sys
tem will most likely be disbanded
by early summer.
French President Francois Mit
terrand of the Socialist Internation
al is expected by many Paris and
New York bankers to "pull the
French franc right out of the EMS
snake within days," Bankers Trust
Foreign Exchange Advisory Ser
vice's John Van Belle reported this
week, adding that soaring U . S . in
terest rates will pull flight capital
out of Europe for months.
West German Chancellor H el
mut Schmidt is "politically com
mitted" to maintain the French
franc in the EMS, bankers say, and
thus for the last several weeks has
directed the Bundesbank not to
raise its interest rates. The West
German Lombard rate has been
held at 1 2 percent, compared to an
1 8 percent effective U . S . discount
rate, in spite o f the fact that this
allows a run out of German marks
into dollars. It is only the 5 percent
differential between the Banque de
France discount rate, now at 18 per
cent, and German rates that pre
vents a total collapse of the franc
against the mark .
Instead of raising German
rates, the Schmidt government this
week organized a massive attempt
ed "bear raid" in support of all
European currencies against the

dollar. On M ay 20 alone, the West
German, Swiss, French, and Italian
central banks spent an estimated
$ 1 .5 billion in sudden intervention .
"It was an attempt at an offensive
move," said Bankers Trust's Van
Belle, "to show the resolve of the
central banks." European interven
tion during the week that Francois
Mitterrand took office is estimated
at more than $2 billio n .
Schmidt's initiative failed, how
ever, in the face of m assive capital
flight into the dollar.
"The central banks were simply
overwhelmed," said Van Belle,
"and the day after the attempted
'bear squeeze' the franc collapsed
by 3 percent and the mark by 2
percent against the dollar.
"Our expectation is that the
French franc will be withdrawn
from the EMS within days of Mit
terrand's investiture. "
"The bottom line i s that the cost
of staying in the EMS, given the
size of the speculation against the
franc, is too high," said another
New York banking source. "It will
run France over $5 billion by the
time of the June French parliamen
tary elections alone ."
There are other possible scena
rios, however, under which Mitter
rand and the British government of
Margaret Thatcher would attempt
to maintain the appearance of life in
the corpse of the EMS. By keeping
the snake together, advisers such as
Chancellor of the Exchequer Sir
Geoffrey Howe hope to use the

EM S as a vehicle through which
central banks will impose "postin
dustrial" programs upon Europe.
Howe made the surprising ·an
nouncement following the Mitter
rand election that it was now time
for Britain to consider joining the
EM S . Sources in London say the
British believe that with former
French President Giscard out ofthe
picture, Helmut Schm idt is now po
litically weakened in Europe to the
point that Britain may be able to
"capture" the EMS.
The British would use the EMS
as a "currency bloc" against the
U . S . European anger at the Volcker
high interest-rate policy would be
turned against the Reagan admin
istration, whose new policy of not
intervening to support European
currencies " looks like giving 'mo
netarism' the same sort of reputa
tion that Attila gave to the Huns,"
wrote David Marsh in the Financial
Times of London this week. U nder
secretary of the Treasury Beryl
Sprinkel, "who makes foreign ex
change pronouncements for the ad
ministration," is "displaying gross
insensitivity about the effects of the
marauding dollar on the rest of the
world."
If Britain were to capture the
EMS, Mitterrand would stay in ac
cording -to this scenario, and the
EMS central banks wo uld move to
take policy away from national
governments. They would imple
ment a somewhat "looser" credit
policy, such as Socialist Mitterrand
might desire, but the central banks
would seek to ensure that available
credit is turned from nuclear and
other high-technology industries,
as it now will be in France, and into
labor-intensive industries .
That would spell the end of the
European economic mi racle.
..
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Domestic Credit

by Richard Freeman

Reagan should have listened
The interest-rate add-on to the budget deficit is now being used
as political ammunition against him.

R d President Reagan followed

our advice in January, and made
Federal Reserve Board Chairman
Paul Volcker-and the effect
Volcker's interest rates will have on
swelling the federal deficit-the
major item of his proposed budget
cutting fight, he would be' in much
better shape today .
Suddenly, this issue has become
a hot item . Even members of the
Reagan economic team are picking
up on it . Allan Greenspan, who was
chairman of President Ford's
Counci l of Economic Advisers, and.
now a member of President Rea
gan's economic advisory commit
tee, has told the clientele of his eco
nomic consulting firm, Townsend
Greenspan, Inc. , that his own fore
cast for the 1982 fiscal year Reagan
budget is $ 7 1 8 . 8 billion, a figure
$23 .3 billion higher than that proj
ected by Reagan's budget staff. He
estimates that $6 billion of these
higher expenditures will go for the
interest bill ofthe government.
This view is also shared by the
liberal Congressional Budget Of
fice. A CBO staff economist report
ed May 2 1 that the net increase in
the interest bill will be $8. 1 billion
for the federal government in fiscal
year 1 982, and that the gross inter
est on the public debt will be $ 1 0. 8
billion higher than the Reagan
March 1 98 1 revised budget.
The Reagan admi nistration was
itselfin patt convi nced ofthe effects
of higher interest rates, since it
moved the projection of gross inter-
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est o n the p ublic debt up from $92
to $93 billion to a projected $98 . 1
billion for fiscal 1 982 . (EIR had
predicted i n January 1 98 1 , and still
predicts, that the gross interest on
the public debt for fiscal 1 982 could
reach $95 to $ 1 00 billion).
The administration, i n its pre
diction of the g ross interest on the
public debt, is assuming that for
fiscal year 1 982, the rate on newly
issued 9 1 -day Treasury bills will be
9.3 percent and the rate on newly
issued six-year-plus Treasury bonds
will be 10.2 percent. The CBO fig
ures new 9 1 -day Treasury bills will
be 1 3 .7 percent and six-year-plus
Treasury bonds will be 1 1 .0 per
cent, for a total gross projected in
terest on the public debt o f $ 1 08 .9
billion .
Any way you cut it, both liberals
and conservatives recognize that
the White House's toleration and
encouragement of Volcker's inter
est-rate policy will swell the federal
budget by $6 to $ 1 1 billion, just on
the account of the government in
terest bill (on a net or gross basis).
This already wipes out part of
the intended benefits of the budget
cuts. The C BO figures that as much
as an additional $20 billion will be
added onto the budget expendi
tures-and the deficit-by in
creased unemployment expendi
tures and higher inflation caused by
V olcker, and a military buildup .
Greenspan foresees a smaller $ 1 7 . 3
billion added o n by these elements
and the K emp- Roth 10 percent per

year, three-year tax cuts.
It was entirely predictable that,
quite apart fro m the effect of
Kemp-Roth tax cuts, Reagan's
budget, drafted by Office of M an
agement and Budget director D av
id Stockman, premised on the sup
port of Volcker's high interest-rate
program would put Reagan into
deep tro uble. It is i nteresting that it
took the professional Wall Street
economists and think tanks so long
to catch up with EIR's analysis.
There is more to this issue. First,
by a 96-0 vote, the Senate, i ncluding
all the Republicans, voted against
the President' s p roposed deep cuts
in Social Security eligibility and
benefits. The mail against the cuts
was astounding , congressional of
fices report. But how could Reagan
have miscalculated the mood of the
country so badly? The financial and
Eastern liberal press have played
this up as a big defeat for Reagan
that could significantly slow his
momentum on the budget and tax
issues .
Where does this leave Reagan?
From the Wall Street co nservative
side, represented by Allan Green
span, the view is that the tax cuts are
too large and inflationary, and that
personal tax cuts will have to be
reduced, while the "refundability
tax" scam will be favored (see page
2'4) . The liberals.are now using the
expected swollen 1 9 82 budget to
demand a m ilitary cutbac k .
This could doom Reagan's
budget and tax proposals to
congressional inertia, while Volck
er blows the economy out from un
der Reagan's feet with his higher
interest rates.
President Reagan would not be
in this dilemma if he had li stened to
EI R's all-too-accurate warnings of
last Jan uary .
•
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Sclence&Tecbnology

Amtrak on the rail
equipment crunch
The following interview is with L. Fletcher Prouty, retired
U. S. A ir Force colonel and long- time Central Intelligence
A gency official, whose 1973 book The Secret Team de
manded that the CIA return to the sole function of intelli
gence-gathering. He is currently public relations director
of A m trak , the national rail passenger service. In his
discussion with EIR's Leif Johnson, Mr. Prouty confirms
the drain on railroad revenues by the holding companies
and their banking associates, reported on May 5, and
comments on present rail operations and technology.

EIR: There have been proposals to sell o ff Conrail [the

national freight line]. What effect wo uld that have on
Amtrak?
Prouty: I'd have to know more than I do now to tell you
that, but we have discovered that some of the lines they
intend to get rid o f contain small segments that we need.
Now, another thing I have heard is that they want to cut
some sections from a double track system to a single
track system . In a day when freight trains are very l ong
and slow and heavy, they can't pull into sidings, and we
would have to tag along after them until they found a
siding; a lot of sidings are too short for these trains. A
double-track system is essential for us, especially between
here [the East Coast] and Chicago . . . .
The freight system in this country is running at an
average speed of 20. 1 miles an hour, because the trains
are so long and heavy. I n that kind of environment, the
geometric design of the track has to be flat, whereas for
passenger trains the track has to be three-dimensional, in
order to be banked on a curve to handle centri fugal force.
When you flatten track for freight that runs at a slow
speed you destroy passenger service. Already, 336 rail
roads have flattened track. Some ofthe new track Conrail
has put down is already severely worn, because when you
flatten track, one of two things happens. When you haul
these heavy trai ns around a curve, obviously one wheel
should be goi ng slightly faster than the other. There is
about a 1 9-fo ld difference in the li fe of a rail when you
12
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have one wheel dragging and grinding.
Then the costs start running up. That is what de
stroyed passenger service; it was n ot a decision to destroy
passenger service, it was not the automobile, it was a
question of track design . There is no way to surmount
the passenger traffic problem without taking care of this.
EIR : The new French service has a separate passenger
track . Do you advocate that for this country?
Prouty: The laws of physics advocate that. All French
service today is universal , freight and passenger com
bined. That's no problem when you design the track
properly.
I 'll say one thing, although the French system is
government-run , it has more independence than we have
in this country . It's a matter of definition . For ex�mple,
the passenger run from Paris to Lyons was funded entire
ly outside government grants . The SNCF [Societe Na
tionale des Chemins de Fer, the French national railroad
company] covered one third of about $ 1 . 1 billion, which
covers all the signaling and electrification . The other
two-thirds came from a loan that even many Americans
subscribed to. Who would invest in railroads in this
country when you can get an 1 8 percent return anywhere?
EIR: As I understand it, most of the money goes up to
the railroad holding companies.
Prouty: Your point is well taken , but it's only partial .
You have to define who the holding company is.
EIR: The holding company and the railroad board of
directors are the same people.
Prouty: I know, and who are they? The revenue goes
through them into the banks, where on a prime rate of
say 1 71/2 percent the railroads buy everything they have,
cars and rails that are mortgaged at 1 00 percent . For the
life of those things, they pay prime rate right back into
the banks, and today the entire railroad system has an
average rate of interest payment across the board on
billions of dollars at 1 3 percent-some old debt, some
new debt . So, as it passes from the revenue source, it goes
right on out into loans, because the condition in Ameri
can business today is that the profit is made op' the
interest side. The return on investment of the railroad
industry is about 2 percent, but that is 2 percent above
the prime rate. It is really 20 to 22 or 24 percent drained
through the company, directly to the banks. So it's very
profitable, but not in the classical sense.
Two or three railroads are the biggest energy firms in
the world . Burlington Northern is sitting on more energy
than Exxon is. You are not j ust talking about a couple of
steel rails on the groun d . You know Katy Railroad '
[Kansas, Missouri & Texas] owns all the shrimp boats;
the money flows through them simply as agents of the
EIR
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banking groups like First Boston, Fi rst Chicago, a lot of
English banks, and so on. So the roads are simply your
agents to make money .
EIR: With such a cash flow, why are the railroads
slowing down their track?
Prouty: The financiers don't do that; in fact they are
bewildered by it. The technicians do that, because they
have no alternative. What the boardroom says is that
labor costs are too high. I f you're not able to cut labor
costs, you're going to have to make the trains bigger,
make the tonnage bigger so that each crew will move
more freight than it did before.
That seems to make sense up in the boardroom, but
to the engineers that means the cars are too heavy today
for the system, and the system is overloaded-so that
now costs from this excessive wear and costs from the
very slow speeds are beginning to reduce the overall net
income of the industry by forcing up costs of car and
track maintenance.
There is a 28-volume study by the ICC that primarily
shows when a car is loaded over 92 tons it is creating a
plastic condition on the rails, so that every wheel o f every
car of every train is causing the track to melt at that
point. Every track we buy that should give us 800 m illion
miles of road service-we have to pull them out at 40 or
50 million miles. Then you have to change the wheels as
well .
EIR: On another subject: Isn't it true that the Penn

Central merger and the creation of Conrail were never
really intended to work?
Prouty: Let's put it this way. There is 330;000 miles of
track on about 200,000 miles of right of way . Now, that
whole system was never designed to work, because it was
built piecemeal by property developers who wanted to
sell land. They didn' t think about a national system .
What we need is a World War II and a Curtis LeM ay to
bomb our system out and start all over again. We need to
redesign, redirect, regrade our entire system, because
nothing is cheaper than running a steel wheel on a steel
. rai l.
It isn't totally a question of what Chase M anhattan
or First Boston is up to, but also the technology today is
very different from what it was when the railroads were
first built more than a hundred years ago . M any systems
were never designed to meet, like Grand Central and
Penn Station in New York. You can't go from one to the
other.
The thing that bothers me most is the lack of technol
ogy. We have gotten way, way behind on technology for
the railroads. Our costs are so much higher than they
should be. The Europeans and the Japanese are excellent
in technology .
EIR
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Currency Rates
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Business Briefs
Science Policy

o ECD futurists look
to military production
A top official responsible for scientific
advice at the Paris-b ased Organization
for Economic Cooperation and Devel
opment (OECD) predicted in an inter
view this week that Western economies
will move rapidly i n coming years to a
clearcut division between high growth
rates i n m ilitary production , and low
growth in civilian producti o n .
"There is, and w i l l be, an increasing
divorce between performance-oriented
military R & D , and the cost-oriented ci
vilian economy," he stated . One of the
impacts of this "divorce" wil l be to con
tain within the military productio n sector
the investment and R & D spinoffs gener
ated by space program s, according to
OECD analysi s . Expansion of m i litary
goods production will also serve to offset
programs for "across-the- board" shut
down of basic in dustries , which has be
come a definite pattern i n the major
economies . "We have to be very , very
differentiated" o n basic i n dustry shut
down, he noted.
The shift to m ilitary economy, i n
t u r n , w i l l make populations more "con
scious" of the need for population con
trol, the analyst figures . He praised
Peking's population program as a
"toug h , effective" po licy .
The OECD's m aj o r work in recent
years has been on a project cal led " I nter
futures" which recommends that world
growth rates be "equalized" by reduci ng
living standards in the West.

International Credit

Banks harden on
Poland's debt
Poland ' s Western private ban k i ng credi
tors appear to be taking a newly tough
stance on rescheduling $2.6 billion in
debts that Poland cannot currently pay.
That was the indication from the M ay 20
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meeting between Polish authorities and
bank negotiators .
The tough position is one conse
quence of the French electoral outcome .
I n Apri l , President G iscard' s cabinet had .
succeeded in obtaining Western govern
ments' approval for a lenient eight-year
debt rescheduling agreement for Poland.
Before Giscard's ouster, i t was assumed
that the practice o f recent years whereby
private ban k s have m odeled reschedul
ings on government agreements (as was
the case with Turkey in 1 979-80) would
be upheld i n the Polish case.
.
On M a y 2 1 , as the press asserted that
the Polish debt talks had broken down
temporarily, First Boston vice-president
I rving Friedman, a former I M F official
and longtim e Third World debt strate
gist, reported at a banking conference in
New York that commerci a l ban kers are
increasingly skeptical about linking re
scheduling agreements to prior negotia
tions between governments. " I t is a m is
take to relate public debt t o pri vate debt.
Foreign aid is a political decision,"
Friedman sai d . Since the Turkish re
schedulings, more than $ 1 0 billion of
unpaid international debt has been cov
ered by coupling s uch public and private
settlements.

Development Policy

New York seminar on
Brandt Commission report
New York ' s top law firms discussed the
recommen dations o f the Brandt Com
mission o n Third World development at
a one-day conference M a y 21 sponsored
by the New York Bar Association.
Spea kers incl uded Andrew Q uale, J r . of
Coudert Brothers; First Bosto n ' s Irving
Friedman; Brandt Commission member
Lal Jayawardena from Sri Lanka; and
A ndre G u nder Fra n k , a left-radical
economist.
The conference marks the first time
�ew York's banking elite has given ma
j o r pUblicity to the Brandt proposals
p ublished last year. One message that
emerged was that the co mmission's de-

sign is too "utopian" for ful l-scale i mple
mentation, especially given the Reagan
administration's hostil ity toward m u lti
lateral institutions. At the same time,
speakers made it clear that m aj or shifts
in international capital flows are now
occurri ng, and world finance will be re
shaped o ver the next decade .
The sections of the Brandt report with
the best chance of realization include the
" Emergency Progra m , 1 980-8 5 , " ac
cording to J ayawardena and Frank, who
claimed it was appended by the com mis
sion in response to the growing danger
o f an international banking collapse. The
reco m mendations, contained in the last
section of the report, emph asize the im
portance of a petrodollar arrangement
between O PEC producers and Western
governments as the wedge for the com
mission's proposals.

Regulatory Policy

S & Ls to be turned
into commercial banks?
Expected savings bank l osses o f $ 1 .75
billion during the first half of 1 98 1 due to
the Volcker interest rates have triggered
action by the regulatory agencies within
the Federal Home Loan Bank Board to
destroy the McFadden Act, which pro
hibits interstate banking.
The reg ulatory agencies are circulat
ing a bill they i n tend to submit to Con
gress allowing commercial banks and
their holding companies to acquire fai l
ing S & L s in other states, and permit
F D I C sale of assets and lia bilities o f large
institutions in receivership to o ut-of-state
purchasers.
The legislation would also create spe
cial federal stock savings banks and
em ergency conversions of m utual sav
i ngs and loan banks to facilitate takeover
by out-of-state commercial banks or
their holding companies.
The money-center commercials don't
want S& Ls, which their man at the Fed
has d riven to the wall. They do, however,
want the shells of the S& Ls, which they
can convert into local commercial banks
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Briefly
and mop up the regional banking system .
In the meantime, they expect the losses i n
liquidating troubled banks to provide
s ubstantial tax shelters .
To dram atize the situation the Fed
eral Savings and Loan Insurance C o rpo
ration has asked Treasury for a $2.25
billion increase in its line of credit to back
up its $6 billion insurance k i tty.

Fiscal Strategy

'Supply-side' plans
for Sweden, Britain
Olof Palme, chief of Sweden's Social
Democratic Party and candidate for
prime m inister if new elections are held,
will campaign on a "supply-side" auster
i ty platform, according to a M ay 1 7
Washington Post business report.
Ingvar Carlson , an influential Social
Democratic member of parliament and
Palme ally, told the Post that the party is
preparing an electoral "crash program"
for "curbing government spending,
freezing wages, and taking other steps
that would hold down the Swedes' stand
ard of living for several years while shift
ing money away from wage-earners and
the welfare state into i nvestment by in
dustry . "
Con firming the convergence between
the Social Democrats and the Mont Pe
lerin Society , Pal m e h i m self told the Post
that his government would allow "no
increase in private consumptio n , " and
would cut back on subsidies to troubled
in dustries, even if unemployment in
creased.
In Britain M argaret Thatcher plans
to cut the national defense budget by $22
billion over the next \0 years. The cuts,
already approved by the cabi net and Par
liament, would seriously reduce the
strength o f the British Navy, which
would lose half o f its m aj o r surface com
bat ships and have to reduce its personnel
by 30,000 . The British Navy supplies 70
percent of N ATO's naval forces in the
eastern Atlantic and the English Chan
nel . The cuts would red uce th ose forces
by half.
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N a vy M i n i ster Keith Speed opposed
the m o ves and was dismissed .

Taxation

Refundability to promote
track abandonment
Legislation for tax refundability, a plan
to give U . S . Treasury checks to rail, auto,
steel, and other i ndustries that produce
tax losses, wil l be used by railroads as "a
fund to help abandon track , " a source at
the Chesapeake-So uthern Railway Sys
tem said this wee k .
Refundability, t h e r a B executi ve com
mented, will help railroads run down
lines they no longer consider profitable
and o perate them at a loss. The rail con
glomerates will not simply recei ve a tax
writeoff o n the loss, but will receive a
bonus fro m the U . S . Treasury for any
investments they make i n their other op
erations as a "refundable" investment
tax credit.
"We have a very vigorous program
o f abandoning track," said the e.,xecutive,
who did not wish to be quoted, "as part
o f our program o f diversifying out of
antique ind ustries and activities. The
availability o f refundable tax credits will
help add to the pool of funds which we
have to help abandon track and ration
alize our other activities .
" Besides abandonment, in which we
are m oving forward quite progressively,
we are carrying out an extensive program
of rationalization o f our remaining
lines," the rail man continued. " With
refundable credits, we will be a b le basi
cally to pay 90 cents o n the dol lar for
every loco m otive we have in service that
is 20 years old and needs to be over
hauled . We will be able to im p rove exist
ing trac k .
" I n short, w e will be able to rational
ize our entire o peratio n . This has nothing
to do with servicing new areas; there are
no gro w i ng new areas . "
The rail executive estim ated that re
fun dabil ity would m ean $300 million a
year from the Treasury to his i ndustry .

• T H E I N DUSTRIAL College of
the Armed Forces will hold a pri
vate p l an n i ng session June 4 in
Washington to discuss the in abili
ty of the U . S . i n d ustrial base to
meet the needs of the Defense De
partment's procurement program .
• T H E INTERNATIONAL M e
talworkers Federation m eeting i n
Washington w i l l discuss, accord
i ng to a spokesma n , setting up
"dozens of Lech Walesas i n Asia,
A frica, and Latin A merica, " the
German daily Handelsblat t report
ed M ay 20.
• PAUL VOLCKER was so flus
tered by an encounter with a citi
zen outraged o ver i nterest rates
that he tried to run past airport
security at Washingto n ' s National
A irport last wee k . Police re
strained him and made the Fed
chairman go back through the
checkpoint.
• PIERRE ELLIOT TRUDEAU
warned of a "confrontation" be
tween North and S outh unless the
U . S . , West Germany and Britain
stopped "looking inward" and ac
cepted the recom mendations o f the
Brandt Commission at the J u ly
industrial nation ' s summit in Ot
tawa .
• GERMAN FIRMS face liquid
ity troubles this year i f interest
rates stay in the 14 percent range .
A Cologne bank study warned that
44 percent of constructi o n , 2 1 per
cent of reta i l , and 36 percent of
transport sector credit requests so
far this year were rej ected by
banks, the study sai d .
• CHARLES HETHERINGTON:
president
of
the
Petrocan
owned Pan arctic Oils Ltd . , says
the Sisco B-66 field may contain
twice as many reserves as the I
billion barrel H i bernia field. Un
der Trudeau's current "plug the
wel l s " pol icies, however, he says
"there is no way to get oil and gas
out of the area at present . "
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LaRouche-Riemann
model tackles
Kemp-Roth bill
by

David Goldman

. The purpose of the Kemp- Roth tax bill, which would cut marginal tax rates
across the board by 30 percent over three years, is not to stimulate economic
growth as such, but to spur an investment shift from "sunset" economic
sectors to "sunrise" economic sectors . Despite the usual garbling of the issue
in the financial press, both supporters and detractors of the bill agree on that
m uch. Treasury Undersecretary for Tax Policy Dr. Norman Ture told the
National Governors Conference this on Feb . 1 8 , to the consternation of
Northeastern governors who obtain most of their tax base from "sunset
industries ." H ouse Ways and Means Committee Chairman Dan Rosten
kowski accepts Ture's formulation, but disagrees: the I llinois Democrat is
looking for "targeted" tax cuts benefiting capital formation in heavy indus
tries instead.
The tax debate has left out the essential underlying question concerning
Kem p- Roth: Is a shift from "sunset" to "sunrise" industries, that is, from
auto, steel, construction, and chemicals to electronics, energy exploration,
and financial services, desirable or even possible?
Norman Ture, Jack Kemp, and their academic backers use the Delphic
formulation "economic growth" to mean, instead, an aggressive shift of
investment into supposed growth sectors, abandoning "smokestack indus
try" sectors which have fallen under the impact of tight money and depressed
capital investment. But the LaRouche- Riem an n computer model of the U . S .
economy permits u s t o test their proposal against some basic real-world
considerations.
In fact. Kemp- Roth and its variants will produce an economic do wnturn.

The reason for this should become obvious the moment we turn from the old
"hedonistic calculus" dressed up as "incentive theory" to the real economy.
Cuts in marginal tax rate are an income redistribution program , and, when
inflationary "bracket creep" cancels out the net tax cut to zero, they are only
an income redistribution program . Investors in more profitable sectors will
recapture relatively more of their profits, and investors in less profitable
sectors will not. Therefore Kemp-Roth will shift investments to sectors that
16
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Kemp goes down during a game with the Patriots.

are now more profitable, away from sectors that are less
profitable. That is the ABC of the program, as the
administration's chief spokesman on tax policy, Dr.
Ture, has stated point-blan k.
However, the monetarist dirigism practiced by the
Federal Reserve has rigged the game in such a way that
industries heavily dependent on long-term credit are less
profitable in the present environment, especially after the
ravages of high energy prices. As Ture stated, these
industries stand to be phased out.
The other usual name for this "sunrise shift" is the
"shift to a postindustrial society," i.e. an economy flood�
ed with high-speed facsimile transceivers, video tele
phones, word processors, and computers, which disdains
to invest in steel, auto, machine tools, and so forth,
except for occasional defense use. This is not unique to
the "supply-siders," but fervently espoused by liberals
such as Eli Ginzberg and Sen. Daniel M oynihan .

as if it were an engine, requiri ng fuel and maintenance,
and operating at different efficiencies at different tem
peratures. To fun the engine it is not enough to have a
lot of Gross National Product. I f this GNP consists of
too m uch services, e.g. casino gambling and Mc
Donald's stands, and not enou� h tangible goods, the
economy will collapse. Eventually there will be no steel
to build casinos and no beef to put in the hamburgers.
It is also ,n ot enough merely to have a great deal of
tangible goods . If we stop producing steel and produce
electronic7based office equipment-which is what the
U . S . economy has been doing for the past two years
we merely add to the tangible cost of the services, Or
overhead sector. We m ust both increase tangible wealth
output and increase it according to the right mix of
products. If we do anything else, the economy will
disin tegra teo

Where 'sunrise' fails

What is striking about the performance of the U . S .
economy, a s shown in the Figures 1 a n d 2 taken from
the Commerce Department's 198 1 u. s. Industrial Out
look . is that the more the U . S . economy has changed i n
the past 20 years, the more it h a s stayed t h e same. The
first chart shows "Industry Sectors Ra.nked by Share of
Total Domestic Output," in 1 958 and 1 97 8 . The black
bar represents the 1 978 share, the gray bar 1 95 8 .
In this first graph, w e see roughly the same propor
tions prevailing in the most i mportant economic sectors
as in 1 95 8 . M anufacturing has gained a couple of
percentage points of relative contribution to the GNP,

Where the "sunri se shift" argument turns into pure
insanity is made clear by one question: how does the
consumption of these "sunrise" products help the econ
omy to continue to exist in the future? An economy
"based on playing basketball and going to the beach,"
the ideal economy once projected by chief "supply-side"
guru Dr. Robert M undell of Columbia U niversity,
cannot exist, any more than an economy based on
administrative functions by consuming electronics.
The LaRouche-Riemann model is uniquely qualified
to answer this question in depth. It treats the economy
EIR
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wholesale and retail trade have gained about a percent,
the financial sector gained a couple of percentage
points, and other services about 1 percent. Government
lost about three percentage points.
The second bar graph shows employment, and pre
sents a wholly different picture . M an ufacturing has lost
in the 20-year comparison about 5 percent of the labor
force, while services have gained about 5 percent.
Government employment has shifted very little.
Productivity growth rates, of course, account for the
discrepancy between the two pictures. On average,
manufacturi ng productivity growth rose by 2 . 3 percent
per year in the 1 958- 1 978 period, not a gre�t deal by
international standards. In comparison with Japan , or
the leading European countries, it is a disgraceful
performance. But "productivity" in the services sector,
that is, gross national product o riginating per hour
worked, rose by only 0.77 percent per annum . Even
though services swung ahead of manufacturing in em
ployment terms with a to percent net shift during the
1 0-year period, the higher manufacturing growth rate

led to an even higher share of gross national product at
the end of the period.
This should tell us something, namely, that if we
dump large portions of our workforce into overhead,
we have only created a growth sitting on top of a
productive (tangible goods-producing) sector that has
not shifted much in the past 20 years. If we had followed
the Japanese example, and put our investment capital
into improved industrial technologies and our work
force into higher-skilled positions, we would have seen
a sub stantial change.
H owever, until the last recession began, the U.S.
economy was running on roughly the same technology
and product mix as in 1 95 8 . For the entire 1 958- 1 978
period, the biggest gainer in terms o f o utput was the
auto industry, now the emblem of America's industrial
weakness !
Now, Dr. Ture has told us, we will rectify the
mistakes of the last generation (one of which is not, the
numbers show, giving too m uch of our o utput to the
government sector, which showed negligible change as

Figure I

Industry sectors ranked by share of total domestic output : 1978 and 1958
(percentages)
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Source: u. s. Industrial Outloo k . U . S . Department o f C o m merce B urea u o f I n d ustrial Eco n o m ics.
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a proportion of output or employment) . We will aban
don the unpleasant smokestack industries, and invest in
electronics and oil drilling.
Where the "supply-side" model tries to pour reality
down the sinkhole becomes obvious, after one simple
question: will the "sunrise industries" produce the type
of products required for economic growth?
From the vantage point of the physical economy, it
makes no difference whether' we spent our steel and
machine tools drilling for oil in Oklahoma, or importing
it from Saudi Arabia. We may wish to drill here for
national security and other good or bad reasons, but it
costs us steel, drill bits, p umps, pipe, and labor that
Saudi oil does not.
If we produce more word-processors and computers,
or "smart chips" for military or home-entertainment
applications, is it the same as incorporating the same
circuitry into numerically controlled machine tools?
Obviously not. Using our machine tools to produce
tanks, which have no further use in the economy, or to
produce capital goods, have very different economic

consequences in the real world.
All this is waved off by the "supply-siders," who are
as h appy illustrating economic growth with the example
of professional football teams as they are talking about
new steel mills. This form of economic hedonism, which
dates from John Stuart Mill's rejection of the Smith
Ricardo distinction between "productive" and "non
productive" forms of output, punches a gaping hole in
the supply-siders' estimates.
LaRouche-Riemann projections
EIR staff did the obvious to project the conse
quences of Kemp-Roth tax cuts, the Reagan budget,
and the accompanying tight-money environment:
I) Investment was assumed to shift into the "sunrise
sectors," e.g. electronic equipment, petroleum and gas,
nonelectrical machinery, instruments, and so forth (cit
ing the relevant Standard Industrial Categories distin
guished in the model's 3 0-sector data base).
2) Each of the "sunrise industries" was broken
down by four-digit SIC ( U . S . Standard I ndustrial Cat-

Figure 2

Industry sectors ranked by share of total full-time equivalent employment : 1978 and 1958
(percentages)
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Figure 3

Figure 4

Figure S
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FIgure 11
Surplus, petroleum and gas sector

Figure 1 3
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egory) codes to determine what proportion of its o utput
represented goods that could be invested back i nto the
economy, e.g. machine tools, and goods that represent
ed contribution to overhead, e.g. office equip ment.
3) The industrial requirements of the military budg
et, previously treated separately by EIR , were incl uded .
4) The consequences of tight money policy on the
most financially vulnerable sectors of the economy were
further taken into account.
Programmed with these assumptions, the computer
model solved 1 80 simultaneous differential equations
for the U.S. economy, reflecting the output and invest
ment-determining measures of 30 economic sectors. It
balanced a rise in productivity-due to the shift in
investment from less productive sectors like steel to
more productive sectors like electronics-against the
increase in production for overhead .
The results are presented in the accompanying series
Figure 15
Surplus, electrical madlinery sector
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The total economy

Figure 3, or total economic surplus, shows that the
economy continues to fall through 1 98 1 after the big fall
during 1 980 (the data shows average annual values,
smoothing out short-term fluctuations). The weak recov
ery starting at the beginning of 1 982 does not return total
economic activity to even 1 979 levels.
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of computer-generated graphs. Not o nly does the ag
gregate economy continue to fall, with a dramatic fall
in the perfo rmance of the "sunset industries," but the
sectors now enj oying boom conditions do not continue
to do so for very long. The most buoyant, e.g. oil
drilling and electronics, reach a growth plateau in late
1 982 under these conditions. Only the sectors most
immediately linked to the proposed rise in the military
budget are able to keep rising, and even these rise at a
m uch slower rate.
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Figure 18

Figure 19

Figure 20
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Figure 4, or total overhead expendnures, indicates
why the total economy deteriorated despite the large (if
short-lived) boost to productivity due to the shift in the
investment mix. It shows that overhea9 costs, after fail
ing duri ng the 1 979- 1 980 recession, continue high while
other categories of output fall. In other words, the rela
tive overhead cost increases.
It m ust be emphasized again that the average annual
values portrayed "smooth out" fl uctuations that m ay
occur from quarter to quarter. Under present financial
conditions, it is likely that the entire drop in output will
occur during the second and third quarter of the present
year, followed by a period of little change.

Figure 5 shows net disinvestment in the total econo
my, or a negative value for i nvestible surplus (S'), from
mid- 1 98 1 0nwards.
Figure 6 shows labor inputs (V) falling from about
$69 billion constant 1 972 dollars to $60 billion. This
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consumption figure translates into a 2 percent rise in the
unemployment rate.

Figure 7 shows the rise in productivity due to the shift
in the investment mix of the economy to ward higher pro
ductivity sectors. Productivity, or surplus per unit of
labor input, rises from 7.0 to 8 .0, an i ncrease of almost 5
percent per year. However, this is an artificial rise in
productivity, because it arises from a change in the
composition of production and not real capital forma
tion.
Figure 8 shows an absolute-volume decline in raw
m aterials consumption from $62 billion constant 1 972
dollars to $56 billion.
Figure 9 shows capital i nvestment net of depreciation
falling to a disinvestment position of $ 1 5 billion 1 972
dollars per annum during 1 982, fol � owed by an insignifi
cant recovery .
Figure 1 0 shows total factor productivity, or surplus
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Figure 24

Figure 25
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Sectoral analysis

Simulation results for the individual sectors show
the expected improvements in "sunrise" sectors and
declines in "sunset" sectors-but not in the way that
might be expected .
Let us review first the "sunrise" sectors, the pre
sumed beneficiaries of the reduction in m arginal tax
rates.
Petroleum and gas, the boom sector which enj oyed
a 60 percent increase in the rate of new drilling in the
United States over the last six months, is shown in
Figures 1 2 and 13 of computer-generated graphs.
Figure 12 shows a continued pattern of output
gains, in the form of rising sectoral surplus, until 1 982,
when the increase stops dead. This is followed by a
small decline in 1 983 and ' 1 984. The reason for the
decline is that the economy as a whole, despite the pre
program med investment preference for this sector, does
not have sufficient total reso urces to maintain the
investment program in oil and gas.
Figure 1 3 shows the leveling off of the total produc
tivity factor of this sector.
Although not normally considered a "sunrise" sec
tor, the chem icals sector is a major beneficiary of the
rise in the military budget proposed by Defense Secre
tary Caspar Weinberger.
Figure 1 4 shows that total surplus in the chemicals
sector contin ues to rise through the period of si mula
tion, although total surplus does not recover its 1 979
J une 2 , 1 98 1

�_---I

_____

per unit of capital and labor input. The total growth i s
only between . 7 2 2 a n d .740, a small increase.
Figure I I, or the economy's real growth rate (B')
shows a fall to a negative growth rate of about 3 percent
bottoming out in 1 982, but continuing to fall at a slower
rate through 1 98 3 .
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level of $30 billion 1 972 dollars. The entire increase is
attributable to increased m ilitary orders.
Electrical machinery, including computers and elec
tronic components, is the star of the "sunrise indus
tries . " It is also the major beneficiary of the Pentagon
budget, which will increase the electronic component of
weapons procurement from 2 5 percent to 50 percent
during the 1 980s, according to industry estimates. Even
this sector (Figures 1 5- 1 7) is not able to sustain growth
over t he entire four-year period.
Figure 1 5 shows an initial spurt of growth. After a
virtually flat 1 979 and 1 980, the electronics sector s p urts
to a 28 percent growth of surplus creation during 1 98 1 .
But this is followed by a rapid leveling off, apparently
because the total economy is not able to sustain contin
ued i nvestment in this sector.
Throughout this period, employment continues to
rise, for a 50 percent rise over the entire period 1 980-84,
as shown in Figure 1 6. However, so much of the
electronics sector's product constitutes an overhead
drain, e.g. office equipment or military components, that
the rise in this sector fai ls to stimulate overall economic
growth .
Nonelectrical machinery benefits both as a result of
the investment requirements of an expanded military
budget, and as a result of the shift in investment
patterns associated with the Reagan tax program . Pro
jections for this sector are shown in Figures 1 8 and 1 9 .
Figure 1 8 shows a strong recovery during 1 9 8 1 t o a
surplus level well above 1 979 levels, followed by an
output stabilization in 1 982.
Transportation equipment (excluding motor vehi
cles) is the only sector under the present sim ulation to
mai ntain its growth rate un der the combined scenario.
Figu re 20 sh ows a fairly constant growth rate of the
sector over the four-year period of about 1 5 percent per
Special Report
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annum after a short dip .
For the sectors of the economy which suffered worst
during the last two recession years, the impact of
continued high i nterest rates and limited credit availa
bility is " drastic. Construction, auto, and steel, the
former standby sectors of the American economy,
undergo rapid shrinkage in the computer simulation.
Figure 2 1 i ndicates that the construction sector will
continue to decline during 1 9 8 1 at roughly the same
rate of fall as in 1 979 and 1 980, followed by stabilization
at a low level i n 1 982. Largely due to the collapse of the
homebuilding sector, the construction industry will
produce 40 percent less surplus by 1 982. I ts employment
will fall even more sharply over the period, by 42
percent, as shown in Figure 22. Figure 23 shows that
the post- 1 982 stabi lization will enable the sector to
make only a negligible contribution ($302 million con
stant 1 972 dollars) to economic growth, or a rate of
investible surplus creation of only 1 .5 percent.
Motor vehicles, whose projection results are shown
in Figures 24-26, undergo a similar degree of shrinkage.
Figure 24, showing labor i nputs into motor vehicles,
indicates a halving of the auto labor force by 1 98 3 .
However, Figure 25 indicates that the fall-off of surplus
will be slo wer than during the last t wo recession years;

the percentage fall of surplus creation diminishes until
the rate stabilizes in 1 98 3 . At this point the industry hits
an apparent rock bottom , beyond which replacement
demands for autos prevents any further decline. By the
end of the period, the industry shows a $553 million
constant 1 972 dollars net contribution to economic
growth .
Although the decline in output stops eventually, the
auto industry's capacity to invest is severely diminished.
This presumes that the auto industry's ability to run
record losses, borrowing the difference, has reached an
end. This implies a collapse of the retooling program by
sometime in 1 982, with grave consequences for the
industry's future in the second half of the 1 980s .
I ron and steel, not shown here, whose fall during
the last recession year of 1 980 was precipitous in any
event, becomes a national disaster com mensurate with
the virtual shutdown of British steel under the Thatcher
government. The drops in steel output and employment
projected are extreme, but no greater than those we
already witnessed in Britain during the past two years.
Electrical utilities does not fall into either the "sun
rise" or "sunset" category. Its salient characteristic
during the past 30 years has been steady growth in
output and capital investment, although at slower rates
during the energy-starved 1 970s . This is as it should be,
because electricity production is the most basic i ngredi
ent of industrial growth . For the first time during the
summer of 1 98 1 , electricity consumption may fall below
24
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the previous summer's level-a dangerous state of eco
nomic affairs-according to a private study conducted
by the Westinghouse Corporation. The utilities cannot
maintain capital investment, or even present output
levels, when the rate of return on utility investments is
I I percent and triple-A rated utility bonds cannot find
buyers at 1 5% percent.
Source: Figures 3-26, LaRouche- R iem ann Economet ric M odel

RejundabilitylTransjerability

Federal subsidies to
decapitalize the u.s.
by Leif

Johnson

A core of liberal Republican senators don't want the
Reagan administration's Kemp-Roth tax cuts, and i ndi
cations are they will add to the chaos of the coming
Kemp-Roth debacle in Congress.
The liberal Republican group i ncludes John Dan
forth (R-Mo .), a member of the American branch of the
elite Ditchley Foundation; John Chafee ( R- R . I .), former
secretary o f the Navy who is the Senate cosponsor of the
urban enterprise zones bill; John H einz, a close associate
of the Mellon family i nterests who is also a member of
the Ditchley Foundation; David D urenberger, of Min
nesota . Also associated with the group is Democrat
Lloyd Bentsen of Texas .
They applauded the Stockman budget cuts. But they
don't want tax cuts, because they have a plan to use those
federal reven ues.
The plan is variously known as refundability or trans
ferability. The i dea is to ease the remaining industrial
companies out of industrial production and into fi nancial
services, real estate, insurance shells, electronic gadgetry,
hotels and casinos, leasing, money funds, and other
"postindustrial" activities .
Refundability and transferability promise to be such
a large drain on the federal budget that they might
explain why David Stockman has proposed to begin the
phaseout of Social Security, the largest single federal
outlay.
The plan is straightforward . Existing tax codes allow
for three-year carry-back tax credits and seven-year car
ry-forward tax credits: companies can offset taxes in
profitable years with losses in other years. As such, these
provisions are necessary to preserve the capital of indusEIR
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trial companies buffeted by market conditions.
Now the liberal Republicans and their financial back
ers want to give the 10Jling companies a Treasury check
for the amount of taxes they could have saved if they had
a profitable year, using the carry-forward or carry-back.
This is called refundability. The next step is called trans
ferability-the sale of carry-forward tax credits a corpo
ration could not apply since the corporation never made
it into the black.
The potential for internationally created corporate
losses is enormous. That is j ust the point. Industrial
companies can be run at losses that are really profits. The
greater the losses on the books, the greater the return
from the Treasury. With a corporate holding-company
structure, losses to the manufacturing subsidiary can be
used to gain tax payments or salable credits for the
holding company, gains that will fund its nonindustrial
investments.
Thus refundability and transferability amount to a
plan to use the federal Treasury to complete the deindus
trialization of the U . S . economy, allowing holding com
panies to run their industrial subsidiaries into the ground
to enhance the cash flow into financial services, real
estate, insurance, and the like.
The implications of transferability go further . I f un
used tax credits can be sold, they will create a new
market. Since industrial losses can be made almost arbi
trarily large, the potential for creating tax credits is
gigantic. When marketed, it will create an immense
amount of new credit. This kind of credit, coinciding
with a final wreckage of the U . S . industrial base, could
create an awesome rate of inflation. One estimate is that
the market in transferable tax credits could grow to $ 1 00
billion i n the space of six months .
The plan would be sold as a capital investment credit,
with no one caring to explain that the i nvestment might
b � in an insurance shell in Berm uda or hotels in Monaco.
The corporate spo nsors of the refundability /transfer
ability plan include the Chessie System Railroad, United
Airlines, Bethlehem Steel, Scott Paper, Ford M otor
Company, the M ilwaukee Road, U . S . Steel, Phelps
Dodge, TWA, Eastern Airlines, and Pan Am. Some of
these companies have no difficulty producing a hand
some loss, particularly the airlines, who created their
own red ink by strongly backing deregulation of their
industry. Many of these carriers, particularly TWA, have
positioned themselves to take postindustrial flight as
soon as they could find a way to absorb the liquidation
of industrial or transportation assets . The liberal Repub
licans' plan would be ideal.
Another important benefit from the deindustrializers'
point of view is the effects on labor. With a string of
quarterly reports grinding down deeper in the red, it
becomes increasingly easier to convince trade unions to
EIR
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hold their wage demands well below the inflation rate,
then accept full wage freezes, then
promote wage cuts to
•
maintain their j obs. A lthough employees m ay grumble
that "this is a hell of a way to run an airline," or whatever,
it is hoped that the union leaders hips will cast a blank eye
on the fact that the losses and eventual shutdown are
i ntenti onal . This gives the liquidating company addition
al profits during the phaseout. And, since the nonindus
trial profits are highly speculative, profits from those
i nvestments m ust inevitably come from reduced living
standards of the population as a whole, whereas specu
lative drains on the economy h ave been supported by the
industrial sector of the economy.
Deindustrialization has been under way i n earnest for
over a decade. The paradigm case is the Penn Central
Railroad which transformed the assets of the nation's
largest railroad into an $8 billion profit of which $ 1 .5
billion came from carry-forward tax credits which were
applied to the re-emerged Penn Central Company, a
conglomerate of real estate, oil pipelines, wax museums,
and electronics. The significance is not merely the huge
profit made at taxpayers' expense-the Penn Central
gouged the localities as well-but the carefully guided
transformation into a postindustrial holding company.
One of the key elements i n the 1 970s deindustrializa
tion was the use of the half trillion dollars in pension
funds to stabilize the markets as the industrial losses were
run up . It is expected that pension funds will be called
upon again to take a maj or portion of the losses. To this,
the l iberal Republicans i ntend to add a l iberal dash of
Social Security money.
Refundability was first devised by Washington tax
consultant Charls Walker, who served as undersecretary
and deputy secretary of the Treasury under John Con
nally and George Shultz from 1 969 to 1 973, the period
when the Penn Central blowout and the post-August
1 97 1 wreckage was in full force. Walker's current assis
tant claims that Walker was working for the previously
named corporations, and it is known that he is currently
working closely with the Lazard Freres banking house
partner Felix Rohatyn, who is stumping for regional
Reconstruction Finance Corporations. U nlike Jesse
Jones's New Deal RFC, Rohatyn has no intention to
rescue regional banks, but instead use regional govern
ment fun ds to achieve the industrial to nonindustrial
transformation. The Rohatyn and Walker plans are seen
by their makers as complementary options to present to
a Congress dazed by the collapse of Kemp-Roth .
The collapse of Kemp- Roth and the refundability
and transferability schemes are also complementary op
erations. Charls Walker was the head of the Reagan tax
policy transition team and his tax schemes are under
stood to be meant when liberal RepUblicans moot the
existen ce of "a second Reagan tax plan ."
Special Report
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NDPC Proposal

An alternate plan
for productive.
tax 'shelters '
The following is a policy statement by the National Demo
cratic Policy Committee (N D PCj which reflects, in con
densedform, the views N DPC A dvisory Council Chairman
Lyndon LaRouche expressed in his book A "Gaullist"

Solution to Italy's M onetary Crisis.

President Ronald Reagan's commitment to reduce
taxes to get the nation's industrial might producing
again is among the best goals of the administration .
However, the supply-side m i x of untargeted, marginal
tax cuts with tight money will have precisely the wrong
effect.
The supply-side mix is in fact intended by some o f the
President's worst advisers to deliberately shut down
much of basic heavy industry, and push the U . S . into the
"postindustrial'" society. Since across-the-board mar
ginal tax cuts are expressly designed to go with an
extreme policy of high interest rates, supply-siders freely
admit that only the new "inform ation-age" industries
that already have high cash flow, s uch as computers,
services, and real estate will get the tax breaks. Already
in deficit, America's basic heavy industry-auto, steel,
homebuilding, and savings institutions-deliberately re
ceive no tax benefit, and can make no capital improve
ment given rocketing interest rates.
There can be no economic recovery in fact without
reversing Federal Reserve Board Chairman Paul Volck
er' s high interest-rate regime. Once the Volcker Fed's
monetarist policy is accepted as given, the Washington
debate on tax policy is reduced to an academic argument,
while the Fed goes on leveling o ur industrial economy.
The monetarists simply lie when they say credit
lower interest rates-would create inflation. The Fed
must introduce a "two-tier" credit system, in which basic
heavy industry is given preferential credit, while real
estate and other speculative markets are "hung out to
dry" at continued double-digit rates. As described in the
Federal Reserve Reform Act [drafted in 1 980 by the
N DPC-ed.], this can be done by making loans for the
creation of tangible wealth in capital goods, transport,
agriculture, homebuilding, and other strictly productive
activity discountable at the Fed discount window up to 50
percent of the value of the loan.
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We contrast this with the "directed credit" proposals
of House Banking Committee Chairman Henry Reuss,
whose industrial policy is identical to that of the supply
siders. Reuss would use a two-tier credit system to pro
mote the "postindustrial" model, by excluding auto,
steel, and other distressed industry from the preferential
lower tier, and encouraging "postindustrial" sectors.
Accordingly, any Democratic tax policy m ust em
phasize targeting of tax cuts to explicitly promote new
capital investments in basic heavy industry. Also needed
are deep personal tax cuts on the lower-income scale, to
promote fam ily formatio n .
T h e recent tax proposals of House Ways a n d Means
Chairman Dan Rostenkowski and the Senate Democrat
ic Conservative Caucus rej ect across-the-board supply
side tax cuts, and note in theory the need to revitalize
basic industry. In practice, however, they fail to establish
targeting, and adopt marginal tax cuts j ust as in Kemp
R oth.
The duplicate tax credit

The present U . S . tax system actively discourages
capital formation in productive industry and encourages
investment income into real estate and other speculative
tax shelters which make no contribution to the tax base.
Undifferentiated lowering of marginal tax rates only
exacerbates this situation.
Rather, we propose the duplicate tax credit, under
which, while maintaining high progressive personal tax
rates, we create extremely large new "tax shelters" for
income invested productively .
The duplicate tax credit works on the individual
i ncome side by providing significant tax exemption on
income from investment in equity in industrial and
agricultural corporations, and other specified produc
tion activities creating new tangible wealth.
The duplicate tax credit works in tandem with a
targeted 20 percent ITC for every dollar spent specifi
cally o n new, high-technology productive investment.
This would exclude diversification of steel companies,
for example, out of steel and into real estate.
Investors i n the equity of such corporations would
receive a percentage tax exemption on their investment
income calculated based on the corporation's capital
spending as a rate of total income. That is, if a company
spent a s um equivalent to 1 00 percent of taxable income
on specified capital investment, its stock would pay
dividends that were 20 percent tax free. Hypothetically,
a company which borrowed to expand investment, such
that it spent, for example, a sum twice its i ncome on
capital investment, would be entitled to pay dividends
that would be 40 percent tax free. That is coupled with
a hefty R & D tax credit.
We thus create a situation in which every Wall Street
stock analyst fi nds that his job is now to identify those
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companies who plan to move aggressively into new
high-technolgy investments, and recommend their
stocks. This in turn will put most corporate finance
officers into the position of advocating major capital
improvement programs .
For distressed industries such a s auto a n d steel, the
program would allow unused investment tax credits to
be carried back to be used against 1 00 percent of tax
liability . Again, the credits would be required to be used
for targeted, high-technology capital improvements.
Equity dividends of such companies would be granted a
flat 50 percent tax-free rate to the investor.
This deals neatly with the problem of double taxa
tion of dividends. In short, dividends of stock in a
company making approved production investments are
taxed neither on the corporate nor on the investor's
side-double untaxed. Other corporations will have to
suffer with double taxation .
The result could be one of the biggest capital
investment booms in the nation's history.
Specific proposals
A. Individual tax cuts

I) No reduction in the top marginal tax rates.
Maintain current progressive income schedules, and
deal with the fact that an estimated $25 billion in
revenue in the 50 to 70 percent tax bracket now escapes
taxation by shutting down current tax shelters.
2) Provide the duplicate tax credit available for all
taxable income accruing for investment in capital ex
pansion industries . This includes not o nly corporations,
but also investment in agriculture and small business.
This. should capture the investment flow above, now
sheltered unproductively, and guarantee its productive
use. Mere reduction in the marginal tax rate would
allow income in the 50 to 70 percent brackets to
continue to flow into speculative investment.
3) Reduce taxes in the lower income brackets to
encourage family formation . This requires a much more
dramatic reduction than most current tax discussion
acknowledges. Present IRS data show that while 79
percent of all households file returns at gross incomes
of $20,000 or under, only 1 7 percent of these families
have four or more exemptions-that is, only 1 7 percent
can support two children . The actual net income of
$ 1 7,735 available to a family of four in 1 980 at these
levels is not in fact sufficient to support a family.
We propose increasing the personal tax exemption
to remove all liability up to $20,000 gross income, a tax
reduction in absolute terms of only $ 1 9 . 3 billion.
4) Eliminate the marriage penalty.
B. Savings and investment incentives

l) Provide investment tax credit of 20 percent on
the margin of new investment above 1 980 levels, for
EIR
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Oliver Evan 's /795 automated gristmill: Hamiltonian jiscal
policies promoted inventions.

targeted productive investment as described above.
2) Provide accelerated depreciation targeted to pro
ductive assets. Simplify the depreciation schedules
through classification of all assets into a limited number
of recovery periods. Reject 1 0-5-3 and other supply-side
formulations as untargeted and likely to encourage
speculative writeoffs of real estate.
3) Provide savings investment modeled on the tar
geted duplicate tax credit. For deposits in savings
institutions and banks, the bulk of whose assets are
invested in long-term mortgages and who avoid specu
l ative investment in money market funds and commer
cial real estate, allow an exemption of 50 percent, or
$ 1 ,000, whichever is higher, on savings income.
4) Introduce a dividend reinvestment plan for public
utilities . Study the possibility of expanding this plan to
auto , steel, and other distressed industries .
5) Provide research a n d development incentives. A
nonrefundable credit would go to business for 2 5 per
cent of the amount contributed in cash to a research
and development reserve. Limit the m aximum credit to
1 0 percent of the corporate business income. This is
liberal compared to . current average corporate R & D
investment levels of 2 percent of income.
6) Provide unused investment tax credits. Allow
credits that are carried b ack to be used against 1 00
percent of tax liability, provided that the credit is
targeted into new productive capital i nvestment.
7) Reject the rehabilitation tax credit. That program
by itself will serve to encourage real estate speculation
and diversification of heavy industry into new "postin
d ustrial" fields, in the present high interest-rate environ
ment. It should be replaced by the provisions for
duplicate tax credit system outlined above, as specifical
ly applied to new productive investment in the rehabili
tation o f structures.
Special Report
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Why the Anglicans want
to eliminate the Pope
by Lyndon H. LaRouche . Jr. . Contributing Edi tor

In the effort to deter the present wave of assassinations,
it is urgent that the public be informed why the hierarchy
of the Church of England has fallen under the gravest
suspicion of complicity in the attempted assassination of
His Holiness Pope John Paul I I .
The suspicion i s directed a t leading forces within the
Anglican Church hierarchy because of the accumulation
of three points of evidence. First, the Anglican hierarchy
is among those with the strongest avowed motive for
achieving the effects of a successful assassination of the
Pope. Second, the revelations of the Turkish government
concerning the highly protected peregrinations of the
assassin point to the footsteps of the late Herbert Wad
dams. Third, the Anglican hierarchy is proven to be a
leading, integral part of the political effort to destroy the
papacy at this time.
According to official statements of the Turkish gov
ernment, that government was tracking the assassin
through Europe, with the aid of a force of up to 60
members of the Turkish national security forces. The
Turkish government has detailed reports of its informa
tion on the assassin's movements made to governments,
including the (de facto) Bettino Craxi government in
Italy, an d has reported failure of those governments to
cooperate in a normal manner with Turkish agencies in
effecting the detention of the perpetrator.
The ability of one of the world's most wanted assas
sins to move across so many national borders, enj oying
so many safehouse arrangements, and to avoid detection,
despite pinpoi nted warnings to governments by official
Turkish agencies. is the outstanding piece of evidence
now avai lable . Thi s represents an elaborate and costly
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deployment of and o n behalf of the assassin. It also
represents some powerful influence intervening in many
national arenas to n eutralize normal law enforcement
procedures.
What force has the capabilities to effect all of the
detailed items of costly, and protected movements of the
assassin? What species of beast is identified uniquely by
that spoor?
These are the footsteps of the late Herbert Waddams,
the same Waddams who is key to the case of KGB
General Harold " Kim" Philby, and who is a principal
figure behind the present terrorism and urban-riot capa
bilities in the U nited States and other Western Hemi
sphere nations.
The aspect of the Anglican hierarchy identified by the
late confessor to the British monarch, Waddams, is an
integral part of the political forces behind the current
wave of assassinations. The only question concerning its
connection to those assassinations and attempted assas
sinati on s is whether it is only politically responsible or is
more directly responsible for the assassination attempt
in each case. That element of the Anglican hierarchy is
definitely politically responsible for the operation which
the assassinations attempt to aid. The charge of merely
highly probable suspicion, as distinct from proven cer
tainty, is limited to the matter of direct connection .
Proof concerning motive

Let us overlook, for the moment, the connection
between the known assassin and cited accomplices on
the scene of the crime. A conclusive case can be made
by examining the case of the known perpetrator. avoidEIR
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ing the possibly distracting discussion of other assassins
on the scene at the same time.
First, the perpetrator is among the best-known
professional political assassins of the Mediterranean
region, even prior to the crime.
Second, after his intent to assassinate the Pope was
well known to all relevant authorities, this professional
assas ;in was deployed to the scene of the crime by
means of an elaborate route of travel from safehouse to
safehouse, without efficient action by the law enforce
ment agencies of any of the nations through whose
borders the assassin was moved.
Third, for these reasons alone, it is conclusively
proven that the controllers of the elaborate network of
safehouse and travel facilities involved were witting
accomplices before the fact of action in aid of the
attempted assassination of the Pope.
So far, the facts are uncontestable-if we assume
candor on the part of official spokesmen of the govern
ment of Turkey . Any competent law enforcement or
related official who denied such facts and related con
clusions would be suspected of deliberate falsehood,
and the motives for his false statements would place
such an official und er other suspicion .
Fourth , those facts being conclusively established
(again, on conditi o n we accept the reports of the
Turkish government), we have conclusive evidence in
hand which circumscribes areas of suspicion both as to
capability and motives. The determination of motive
must be based on determination of motive for forces
with the degree of capability represented by the facts of
the assassin's itinerary .
EIR
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Fifth, the capability is that o f a supranational agency
able to prevent efficient law enforcement action in a
variety of nations of the Mediterranean region . This
eliminates the suspicion that the Soviet intelligence
forces could have been the principal authors of the
crime, and also eliminates the suspicion that this could
have been an act of revenge for the destabilization of
Polan d . It does not, of course, exclude some degrees of
complicity by Soviet intelligence agencies with aspects
of the operation, or complicity by forces usually consid
ered KGB or I M EMO assets. The scope and implica
tions of the iti nerary reported by the Turkish govern
ment indicates a far-flung and powerful conspiracy with
included features beyond existing Soviet capabilities.
Sixth, the necessarily very high level of complicity
involved proves that the responsible's motives are con
sistent with the global political consequences of a
successful assassination of the Pope at this time .
Effect: The attack on the Pope has occurred in the
context of a " Day of the Jackal" epidemic of attempted
assassinations against President Ronald Reagan, Presi
dent Valery Giscard d' Estaing, Prime Minister Indi ra
Gandhi, and a projected assassination of President Jose
Lopez Portillo, among others. The inclusion of the
attack on the Pope in this setting has the psychological
effect on governments and populations of chaos in the
West-a chaos provoked by some agencies which cannot
be the Soviet Union.

Effect: I f the Pope were to die, the automatic result
would be the convening of a College of Cardinals to
select a new Pope. This would bring to the fore in the
sharpest way all simmering factional struggles within
the Roman Catholic Church confession as a whole. This
would bring to the fore the simmering Great Schism being
organized under the visible leadership of the A nglican
Church .

Seventh, the agency coordinating the deployment of
the assassin was aware in advance o f both effects.
Therefore, the causi ng of such principal effects is among
the leading motives of the perpetrator.
Coincidence of motive and capability

There is only one agency in the world with such
combined motives and capabilities . In the final analysis
this can be identified as the long-standing alliance
between Venice and the Secret Society of China, the
ancient Secret Society whose rule of China today was
the featured theme of the public trial of the "Gang of
Four." However, the principal i nstitution through
which concentric circles of that Venetian power is
coordinated today is the inner hierarchy of the Anglican
Church .
Within the Anglican Church , ran king above the
more visible Arch bishop of Canterbury, there are per
sons of the rank of the late Herbert Waddams who
International
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control the secret-intelligence aspects of the church's
organization, and who usually nominate the candidate
which the monarch appoints archbishop. These figures
coordinate an important faction of the autocephalic
Eastern churches-the M onophysites and their allies of
M ount Athos.
Through church channels the A nglicans access con
trol of the Soviet KGB, by way of the Russian Orthodox
organization, which m aintains the same sort of powerful
networks within the KGB it formerly maintained within
the Czar's Okhrana. Indeed, to understand the "state
within the state" features of the KGB, it is more or less
indispensable to know the continuity of the Okhrana
into the KGB. In addition these networks coordinate
with neo-Asharite currents of I slam .
This aspect of the Anglican Church is key to under
standing the cases of Donald M aclean and Harold
"Kim" Philby.
In the eastern Mediterranean, this network coordi
nated today by the inner Anglican hierarchy is known
as the "magicians, " an emphasis on the historical
connection to the pagan god M ard uk , otherwise k nown
in Western countries as Apollo o r Lucifer. I n Christian
history, this collection is known by the generic title of
Gnosticism. and is associated both with A rianism and
Monophysitism . For example, Simon "the M agician"
M agus, the first Gnostic pseudo-Christian ally of Nero
fought by St. Peter and Philo Judaeus at Rome, is a
prototype for the pseudo-Christianity of the Emperor
Constantine fought by the three great Christian fathers
at the Council of Nicea. The government of Cyprus
recently described an attempted coup d'etat in that
country as originating with Hapsburg networks and as
the work of the "magicians."
Leading Jesuits in Italy, expert in these matters,
have described the attempt on the Pope as part of the
current pattern of attempted assassinations of heads of
governments and others, and attribute the authorship
of the attempted murder to "deep forces." They describe
these as " forces of the East" determined to destroy the
civilization of the "West," and stipulate that the author
ship is not Soviet. Those Jesuit authorities were speak- .
ing of the same "magicians."
The perpetrators have two pri ncipal features . On the
one side, they are a network which believes fan atically
in the Gnostic tradition, and which works with equal
fanaticism to attempt to bring i nto being a world order
consistent with the Gnostic doctrine. On the other side,
they are a very powerful force, whose resources incl uded
vast real estate and rentier-financier wealth accumulat
ed-tax free-over centuries.
Presently those forces are committed to their final
victory over the opposing institutions of sovereign
nation-states and technological progress. They view
themselves as having successfully weakened civilization
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to the point that the establishment of a neo-M althusian
world-federalist order appears to be im mediately within
their reach . Now, they are moving in literally for the
kill .
There is n othing speculative in the commitments
which motivate the inner Anglican hierarchy to m urder
heads of state and kill a Pope. Anglican policy is explicit
on these two motives, and at no less a level than the
statements and practice of the Archbiship of Canter
b ury, Robert K. R uncie.
According to Runcie's associates within the Angli
can hierarchy i nside the United States, the archbishop is
committed to aiding a schism within, the Roman Cath
olic confession . The leading purpose of effecting this
schism is to remove the obstacle of the papacy to the
genocide explictly proposed in the form of President
Carter's Global 2000 doctrine and Willy Brandt's
North-South Commission report. Furtherm ore, the
leading Episcopagan spokesmen are explicit in their
proposals to eliminate from the Christian Bible those
features which disagree with the Gnostic doctrine.
As Episcopagan spokesmen and other supporters of
genocide have emphasized widely, it is apparent to them
that the papacy is an unchangeable obstacle to genoci
dal doctrines . Therefore, they propose, the papacy m ust
be broken up.
That action is not possible presently without elimi
n ating the Pope, and using the College of Cardinals as
the means to effect the process of unraveling within the
ranks of cardinals leading toward a new major schism.
The inner hierarchy of the Episcopagan church is
properly viewed not merely as something within the
established Church of England, but as a coordinating
agency for an array of forces with arms not only among
Catholic, Protestant, and Eastern autocephalic denomi
nations. It includes also neo-Asharite Islamic cults and
penetrates into J udaism, as well as coordinating overtly
pagan cults s uch as Theosophy, Anthroposophy, and
the Ukiah Valley (California) and Zen Buddhist vari
eties . From behind the "sanctity" of religious covers, it
accumulates not only vast financial and real-estate
holdings (tax free), but deploys control of operations
such as the Socialist International (which it created over
the period of the 1 870s and 1 880s, together with the
British Fabian Society) . It controls, with complicity of
Venice, Libya's psychotic Colonel Qaddafi, and most of
the New York Council on Foreign Relations, as well as
the psychological warfare and assassination arm of
Briti sh intelligence, the London Tavistock I nstitute.
There is o ne thing with which the A nglican hier
archy has nothing in common-the Christianity of St.
Peter, St. Paul, and St. A ugustine. To the extent that
the papacy represents a rallying point of all Christians
and others against the Gnostic destruction of Christian
moral as well as theological traditions, the Anglican
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hierarchy and its p artners view the papacy as a force to
be destroyed .
Implications

By bei ng caught in overt attempted assass i nations
of a Pope, the forces behind that attack h ave exposed
themselves to suspicion for a wave o f assassinatio ns of
prominent figures, incl uding t he attempts on Presi dent
Ronald Reagan, Giscard, I n dira Gandh i , and others .
Recent memories are excited , to look back for co mpar
ison and possible con nections to the l ast wave of the
"day of the Jackal , " during which many suffered,
including the repeated attacks on President Ch arles de
Gaulle and the successful assassi nation, by fo rces linked
to the A nglican hierarchy , of President John F . Kenne
dy .
The attempted assassi nation o f the Pope stri kes into
the consciences of m asses o f populations of m any
nations in a way beyond t he attempt on any secular
figure, even the President of the U n ited States . If the
Pope were not recovered from his inj uries, perhaps the

Herbert Waddams :

intelligence strategist

fo rces behi nd the massive deployment of the assassina
tion would succeed in forcing th e convening of an
implicitly schi smatic College o f C ardi na l s, as the
C h urch of England overtly desires. If the Pope recovers
s uccess fully, then th e attack wil l backfi re against the
perpetrators . Perh aps o n ly the Socialist I nternationa l
will be destroyed by en raged C hristians and others. One
would ho pe th at the Anglican hierarchy, the Soc i a l ist
I nternational's m aster, w o u l d a l so be d issolved. In any
case, a probable great good for civilizati o n perhaps
depends n ow upon th e Pope's successfu l recovery .
The l ast Pope to be m urdered by open vio l ence was
St. Peter. Th at m u rder was perpetrate d by the Emperor
N ero . The next s uch attem pted m u rder was by a profes
sional political assassin agai nst Pope John Paul I I . To
these wh o k now h istory , i f th e act was di rected by the
Anglican hierarc hy , as i t almost certainly was on the
basis of the evidence at hand , t h en it was th e forces of
the Em peror Nero again . At least, i t wil l be viewed so
by all wh o know both h istory and the Episcopagan
h ierarchy of today.

C o n feren ce o f 1 9 5 6 i n Moscow.
As C a n o n Waddams rose to the rank of confessor
to t h e Q ueen , KGB Gen e ra l Philby became a p i v o tal
fig u re i n the Soviet faction that shared the oligarchy's
one-world ist feu da l v iew Philby's KGB faction and

Russian Theological

.

From 1 945 until 1 959, Rev. Canon H erbert M o ntag ue
Waddams was the general secretary of t h e Church of
England's Council on F o re i g n Relations. As one wri t
er described it, the council was'expanded to t h e po int
that "the Counci l on Foreign Rel a t io n s b ecame t he
password to good relations in all parts o f d i vi d e d
Christendom ." Be tween the -two world wars, as the
sun was setting for the British Empire, C anon Wad
dams was gi ven the ta s k of reconsolidating a n d en
l arg i n g the infl uen ce of th e monarchy . U nder th e
gu i se of th e Anglican Churc h s diplomatic work, Can
on W a d dams directed the m o n ar c h y s p e rs on a l s ec re t
i n te ll igence service.
Canon Wad dams and h is counse l ors b ecame the
strategic i de a men" for the Emp i r e at the po i nt that
British i n te l ligen ce m ade one of its most important
m oves of the 20th century-the recr u i tme nt o f young
"leftist" a ri stocrats for penetration i n t o the Soviet
Union . Soviet K G B Genera l H aro ld " Ki m " Ph il by
was one o f C anon Wa dd ams's recru i ts. Waddams
paved th e w ay for PhiIby's defection in 1 963 th rough
his extensive pro filing and contact with E as t e r n Rite
Churches. He was a specialist on the Rus si a n Ortho
dox Ch urch an d was the le a d i ng figure i n the Anglo'
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Socialist International friends built suppo rt fo r
the Ja co b i n w ings of the T hi rd World "liberation
m o v emen ts " while Cano n Waddams elaborated his
"Theology of Liberation" in conjunction with Jesuits.
In 1 966 C a n on Waddams gave a se ri es of lectures
on his moral th eology "through t h e eyes of Teilhard
de Chard i n," who was the first l i be r a tion theology
theorist. Canon Waddams stated, "The idea of prog
ress, wh i ch was popular in the last century and the
beg i n n i n g of this, has been l a rg e ly discredited. H ardly
anyone believes in it anymore. It was a concept of
prog ress for m ankind as he secured more and more
contro l ove r science . . . so as to gove r n it to the
bene fi t of m an . . . . There seemed to be no limit to the
riches and success which industry a n d the adv a n ce of
techno l ogy could bring . But although this attitude is
n o l o n ge r held i n these crude terms by thinking people,
aspects o f it a re constantly cropping up
Some
writers a p p ea l basically to the same k ind of human
se lf-satisfact i on as the ori g i n a l idea of progress in the
1 9th century . By closely li n k ing technopolis with the
kingdo m of God, they give to a p a s s in g social state,

their

.

.

.

which is the o utcome of technical achievement, a
semi rel i g i ous g l ow, tendi ng to m a k e it good in itself."
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Mumford : 'Catholics
a security threat'
The following is excerpted from writings by Dr. Stephen
Mumford. titled " Population Gro wth and Global Secu
rity-Toward an A merican Strategic Commitment. " pub
lished in the January-February 1 981 issue of the Humanist
magazine. whose editorial board is dominated by members
of the Committeefor the Free World. Mumford. who heads
the North Carolina-based In ternational Fertility Research
Program. wrote the piece as part ofa project commissioned
by the Georgetown Center for Strategic and In ternational
Studies ( CSIS). which is rewriting Global 2000 as a nation
al security doctrine. Mumford thinks that the Global 2000
Report understates the dimensions of the coming popula
tion catastrophe.

The Catholic Church has exerted great influence on
U . S . policy in population matters as a result of its
intimidation of elected officials and the built-in reverence
most Americans have for an ecclesiastical hierarchy. The
teachings of the church and its hierarchy's insistence that
these teachings be followed have resulted in an uninten
tional suppression of the substantial knowledge about
the consequences of overpopulation . . . .
In general, the U nited States should adopt laws and
policies similar to or similar in effect to those of Hong
Kong, Singapore, and the People's Republic of China.
Unfortunately, few, if any, nations will follow these
governments in the elimination of pronatalistic laws and
policies and in the institution of antinatalistic ones .
H owever, many countries would follow the United States
if it boldly instituted these changes .
Pronatalistic forces, who encourage births, must be
stopped. We must adopt the antinatalistic policies that
we are suggesting for rapidly growing developing coun
tries. All government policies and laws encouraging
childbirth must be changed . All tax incentives for having
children must be eliminated, as well as any remaining
welfare incentives. Teenage childbearing must be elimi
nated, and childbearing before the m id-twenties strongly
discouraged to lengthen the time between generations.
Childless and one-child families m ust be encouraged . . . .
Thus, the leaders of the church in Vatican City are
orchestrating this interference in American political af32
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fairs . One can suggest that, in effect, a foreign govern
ment or a foreign power is interfering with U . S . govern
mental affairs. Such interference is only one side of the
issue . . . .
During Pope John Paul II's visits to the Western
Hemisphere, he made it painfully clear that he intends no
changes in population control policy . . . .
It is fair to say that using the teachings of the church,
the Vatican has effectively thwarted the development of
and successful implementation of population policies
worldwide with the exception of the People's RepUblic of
China. Because of its global geopolitical presence, its
economic capabilities, and the strength of its democratic
institutions, the only nation capable of successfully ad
dressing that barrier i s the U nited States . . . .
In order to avert this demographic disaster, strong
decisive leadership is the key. What is needed is a highly
influential and respected organization that can elicit
unwavering com mitments from other countries and
command whatever resources deemed necessary to
achieve its final goal . . . . This effort may require 1 0
million full-time employees o r more, with a U . S . com
ponent of several hundred thousand . . . .
At present no such institution exists nor would any
combination of those existing suffice. Only the creation
of a NASA-type agency, modeled on a military organi
zation, and with a wartime sense of urgency, will be
adequate . . . .
Overpopulation is resulting i n grinding poverty . . . .
I f the amount of oppression stemming from tyrannical
government tactics is weighed against the amount of
oppression stemming from forced pregnancy and over
population, we quickly find that the government-orient
ed oppression is almost irrelevant by comparison . . . . In
the 1 930s, we backed down in the face of the threat of
Hitler. If we back down now, the holocaust of World
War II will look like a minor dress rehearsal of what
mankind will witness over the next three decades. The
U nited States m ust confront the church on this issue
now ! . .
If the church fails to change its teachings on fertility
matters, the next decade or two will find among all
people of the world an increasing awareness of the
relationship between overpopulation , premature death
and human suffering, and the Roman Catholic Church.
By the end o f four decades, with a population .of9 billion,
the living hell projected by the Global 2000 study will be
upon us. Whole nations are likely to rise up in anger and
physically destroy their national church and everYQne
associated with it in brutal fashion . . . .
The only hope for the American Catholic church and
the American people is that the American church break
away from the Roman church . . . .
For the reasons stated in this monograph and in the
Global 2000 Report . I have absolutely no reservations
about making this suggestion or expecting it to happen .
EIR
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An open letter to .
President Brezhnev
by Lyndon H . LaRouche .

Editor's Note: We are publishing the following letter from
Lyndon H. LaRouche. Jr .. in hope that this route will bring
the matter to the at tention of immediate circles of L eonid
Brezhnev.

Dear Secretary Brezhnev:
Some leading circles in the Soviet U nion are playing
a very foolish and dangerous game, lining up with the
Socialist International and Church of England against
figures such as Valery Giscard d' Estaing, Helmut
Schmidt, and Ronald Reagan .
Since you do not regard the recent destabilization of
Poland as precisely a contribution to world peace, you
ought to view the leading role of the London Tavistock
Institute and Socialist International in orchestrating that
turbulence as an indication of the true character of the
recurrent allies of the anglophile institution called
I MEMO.
If no one informed you that both " Experience and
the Future" and " KOR" were joint operations of the
London Tavistock Institute and the Socialist Interna
tional, then you ought to have certain officials of
I M EMO and the KGB tried and sentenced for being de
facto British intelligence agents. As for the Solidarity
movement as such, although this was created by the same
forces which funded and directed Ferdinand Lassalle,
and although the Free University of Lublin operation is
coordinated by way of Vienna, it is the friends of the late
Herbert Waddams of the Church of England who coor
dinate its operation today.
These are exactly the same forces directing the "peace
movement" so m uch praised of late in Soviet publica
tions.
Is there some idiot in Moscow who seriously believes
that the Church of England's efforts to destabi lize the
Reagan administration will contribute to peace? Directly
the contrary . It will enrage the indignant citizens of the
United States, as well as the President, especially when
the Primate of Canterbury parades with highly visible
encouragement from the Soviet press .
The trap in visible Soviet policy i s the obsessive
repetition of the assertion that such clown-shows as
EIR
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"peace movements" deter war, or that "arms treaties"
ensure detente. The period between two world wars was
a succession of detente-treaties. The 1 930s was a heyday
of peace movements. Meanwhile, the world moved to
ward war, maki ng a mockery of all treaties and peace
movements. In more recent experience, you personally
negotiated numerous agreements with Presidents Nixon
and Ford; what happened to those agreements once
David Rockefeller's Trilateral Commission took office
in January 1 977?
As the case of Nazi Germany illustrates, o nce a state
comes under the control of an irrationalist movement,
and under the impulsion of Schacht ian forms o f econom
ic self-cannibalization of its economy, only the overthrow
of such a govern ment can prevent that nation's irrepres
sible, H obbesian impulse toward war.
Then, if you are for avoiding war, why do you permit
the Soviet KGB to put m assive pressure in Italy, i n
support of H aig's efforts t o put the avowed "New Mus
solini" of Italy, Bettino Craxi, i nto power?
You believe that n uclear deterrence, or even a mar
ginal superiority of Soviet military capabilities would
deter governments from plunging into war? If so, you
underestimate the capacity for delusion in governments
gone mad.
Consider the case of the first of two world wars
organized by the British. As you may recall, the principal
cause of the war was the geopolitial policy of the M ilner
group, whose principal feature was the i ntended mutual
destruction of Germany and R ussia. (A blunder the
British repeated during World War I I , p utting and main
taining H itler in power for this purpose through 1 938).
The Schlieffen Plan was well k nown prior to the
outbreak of the war. But for the Kaiser's holding back
the final phase of assault, for purposes of aiding a
ceremonial touch, Paris would have been captured dur
i ng the i nitial assault of that war. This was calculable
before the war. Had Hitler not held back Guderian, and
had he not shifted the Luftwaffe attack to the British
anti-aircraft shooting-gallery over London, Bri�ain
might have been conquered during the Second World
War.
International
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Any command which assumes knowledgeable ration
ality by opposing forces is committing a dangerous error
of estimation. Nations driven mad or desperate will
stumble into war despite all rational evidence available
foretelling the consequences. In this circumstance, no
silly "peace m ovement" or scrap of treaty-paper will
deter them .
Nations avoid war to the extent they perceive a
powerful positive advantage in doing so. The principal
such perceived advantages are enhancement of sover
eignty and gains in terms of benefits of prosperity and
security. It may be sometimes difficult to achieve a
condition of perception to such effect, but no other
course of action can succeed.
It may be agreeable to the ideological stubbornness
of M . Suslov, but it is nonetheless a delusion, to believe
that the turmoil in the capitalist sector of the world is the
reflection of any inevitable or final fundamental contra
dictions within industrial capitalism as such. The fact of
the matter, as available statistics ought to convince you,
is that a feudalistic relic, r�ntier-finance, has superim
posed itself m ore or less successfully on the principal ,
capitalist states as well as the ,debts of the developing
nations. If the industrial-capitalist m odes of finance,
made famous initially by Alexander Hamilton, were to
reassert themselves, the present threat of general mone
tary collapse would vanish, and a massive expansion of
world trade, based largely on development of the devel
oping sector, would emerge.
As even M. Suslov ought to have perceived from the
experience of the 1 920s and 1 930s, it was the collapse of
industrial-capitalist impulses under the weight of the
Versailles rentier-financial structures, which created the
conditions leading into the second general war. I f M .
Suslov wishes to discern the "objective forces" o f history
in the current situation, let him learn the lesson* of the
last general war, that the social and political conse
quences of a new general monetary collapse are to be
avoided by all possible means.
I will grant you that it is n ot entirely within the means
of the Soviet government to determine whether or not a
new general war occurs. It is within the means of that
government to develop and adhere to a sound war-avoid
ance policy. Playing with the Church of England and the
Socialist International, in the manner manifest from
sources such as the Moscow press, is the most efficient
way in which the Soviet government might seek to ensure
the preconditions leading toward war.
I assure you that permitting a Soviet official, such as
Djerman Gvishiani, to climb into bed with the genoci
dalist Club of Rome is equivalent to embracing creatures
such as Pol Pot. Gvishiani's embrace of the evil Aurelio
Peccei, a m an resolved to be one h undred times more of
a criminal than Adolf H itler succeeded in becoming, is
an act of unfathomable immorality, the act of an element
34
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within Soviet leading circles which has joined our own
Western genocidalists in exhibiting a lack of the moral
fitness to survive.
Unfortunately, Gvishiani's evil behavior is approxi
m ated by policy statements given by Boris Ponomarev at
the 1 980 Berlin conference. To propose that developing
n ations ought to rely on their own available resources,
rather than seeking economic aid from i ndustrialized
nations, is to propose that many of such nations condemn
themselves to precisely the genocidal effects of famine,
epidemic, and homicidal chaos which Peccei has pro
posed more explicitly.
Unless evils such as Pol Pot and Khomeini are ruth
lessly crushed , and unless we of the industrialized nations
begin quickly the mobilization of economic growth of
the developing nations, the world m ust almost certainly
stumble by successive strategic m iscalculations towards
the verge of a new general war they do n ot believe they
will actually be obliged to fight. They will then plunge
into general war, n ot because they intend to do so , but
because no one appears able to stop the plunge. If we are
impelled to such a state of affairs, probably civilization
will vanish . It will deserve to die, because it tolerated not
only Pol Pot and Khomeini, but the policies of Peccei
and Ponomarev. I t will die because it lost the moral
fitness to survive.
,
This is not speculation . This is the sensuous reality
looming rather immediately before us. You know what
total n uclear war means, how the beginning of such an
affair proceeds to its ultimate outcome. The series of
strategic miscalculations leading to such trigger-point is
already well under way.
Poland once more

Who is pushing the world toward war? It is the
forces behi nd the World Wildlife Fund, the Club of
Rome, and the heritage of H. G. Wells and the evil
Bertrand Russell . Their reasoning is consciously as
follows, as some of that faction have o utlined the matter
explicitly .
The destruction of the capitalist industrialized sector
by the effort to establish a neo-M althusian postindus
trial order, means that the logistical capabilities for
supporting military parity of the NATO and allied
forces evaporates with the loss of vital sections of basic
industry. Even for the British-led Futurologists, this
creates the prospect of an intolerable state of strategic
balance between the NATO and Warsaw Pact powers.
They, the leading Futurologists, are well aware of
the implications: either they abandon their neo- Malthu
sian world-federalist utopia or they succeed in destabil
izing the Soviet U nion from withi n . That is precisely
why the destabilization of Poland occurred, and for no
other reason . That is why the Church of England and
the Socialist International coordinated the destabiJizaEIR
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tion of Poland, and aim to do more in the same
direction in other parts of the Warsaw Pact .
This is complicated by the fact that there is a faction
within your own country which is as fanatically neo
Malthusian as Gvishiani's crony Peccei . To crush the
Soviet Union's own impulses toward advanced technol
ogies, that Soviet faction al1ies with the Church of
England and Socialist International against you, Leonid
Illich . In turn, it supports the Church of England and
Socialist International in efforts to destabilize the na
tions of the NATO and allied nations, as well as
promoting genocide in the developing sector.
If war occurs it will be because you, for your part,
tolerated too long that nest of snakes in your bed, and
because we, for too long, tolerated Socialist I nternation
al and Church of England snakes in ours .
Why decent people die too soon

I assure you that President Ronald Reagan has
shown signs of becoming the best President of the
United States in at least a generation . I also assure you
that approximately three-quarters of the citizens of my
country are essentially good, moral people who deserve
the best.
"Let them behave rationally, then ," you say.
It is not so simple. Perhaps by seeing the follies of
your own nation's policies you can be more understand
u ing of our President's difficulties.
Perhaps two-thirds of the adult populations of in
dustrialized nations, excepting Britain, are essentially
decent, moral persons. Yet, in al1 but a handful of cases
in each nation, they usually lack the developed capacity
to be effectively rational on matters of even national
domestic policies, to say nothing of global policies.
The problem is that their minds are so narrowly
occupied with what they perceive as their immediate
experience and limited interests, that their minds are
made too small to assimilate facts so large as matters of
national domestic or foreign policy. They are Kantians,
even though they have never read Kant. They are what
Plato's Socrates termed "silver souls," or persons of the
limitations Dante Alighieri portrayed in the Purgatory
canticle of his Commedia. They are Sancho Panzas from
Cervantes' Don Quixote. not sufficiently developed to
rule themselves effectively .
Their minds refuse to consider the connections be
tween policies and consequences on a scale so broad as
the nation itself, or international affairs . I n such m at
ters, they rely on a lying press, gossip, prej udices, and
sheer superstition.
Hans Fal1ada in the 1 930s published the book Little
Man . What Now? How was it possible that a nation so
cultured as the Germany of Leibniz, H umboldt, Schill
er, Beethoven, Heine, and Riemann could tolerate the
Nazi regime imposed upon it by Britain? It was not that
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Germans were not predominantly moral, but that they
suffered in the main the Kantian affliction of littleness.
They each sought to take care of their own needs for
j ob security and retirement benefits with in whatever
circumstances they found imposed upon them .

There is no nation's people which would have be
haved better under similar circumstances. A nation
which tolerates the " beggar' s-opera socialism" of a
Bertold Brecht is a nation of pathetically little people at
best.
, A nation well governed is a nation led by a C harles
de Gaulle, who lifts a people for a time out of cow-like
soddenness of intellect, to grasp for a moment the
grandeur of a great and good national p urpose. With
o ut such leadership, the governments and citizens of
nations behave like mean , frightened sheep, herded by
their littleness into whatever course circumstances impel
them .
Lacking a de Gaulle, the best a nation can enjoy is a
figure such as a Valery Giscard d' Estaing or a Helmut
Schmidt. A political figure, formerly o f a thoroughly
K antian quality of littleness, thrust i nto the lonely
responsibilities of chief of state or government, may
sometimes acquire a sense of world-historical responsi
bility, and may thus grow considerably in moral dimen
sions through incumbency in high office. I am confident
that o ur new President, Ronald Reagan, possesses the
moral qualifications to accomplish the same sort of
growth, and he shall not want for what aid I can m uster
for him on that account.
Yet, even in such cases, a Giscard, a Schmidt or a
Reagan governs with aid of a combination of forces,
some well-meaning, some downright wicked, and at the
same time is contained in scope of initiative by the great
weight of littleness among the citizens generally. So,
with aid of the wicked folly of Boris Ponomarev,
Giscard was pulled down, and Schmidt's government
placed in jeopardy.
This curse of K antian littleness among peoples and
political leaders is the great weight around the legs of
any political figure seeking to combat a great evil such
as the Church of England, the Club of Rome, and
Socialist International today.
For that reason, those who govern with good inten
tions become accountable n ot only for the decisions,
b ut their omissions of decisions that should have been
made. A nation entering a period of grave crisis under
the leadership of pragm atic "political realists" is a
nation virtually doomed, a n ation doomed by the failure
of leaders to grasp the significance of such points as
that I have m ade to you here.
Sincerely yours,
Lyndon H. LaRo uche, Jr.
International
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Behind the Ito ouster
Reagan has provided an opening for the Fukuda faction to influence
Japan 's prime minister, reports Richard Katz.
Japan's Foreign Minister Masayoshi Ito, a staunch ally
of V . S . Secretary of State Alexander Haig's China Card
strategy, resigned on M ay 15 as a major foreign policy
battle rocked Tokyo. The issue is whether Japan will
continue what one politician labeled "slavish adherence"
to Haig's dictates, even if they conflict with Japanese
interest, or whether it will take what that politician
characterized as a more independent position similar to
West Germany's . The immediate focus of the fight is the
immense pressure by Haig and Defense Secretary Caspar
Weinberger for Japan to play a strong regional military
role under the aegis of a V.S.-China-Japan alliance
against the V.S.S.R.
Ito strongly pushed for Tokyo to do H aig's bidding.
In contrast former Prime M inister Takeo Fukuda, the
apparent victor in the fight to influence Prime Minister
Zenko Suzuki, argued for the more nationalist, pro
European view. The issue came to a head during the M ay
7-8 summit between Suzuki and President Reagan in
Washington . Prior to the summit, Suzuki, a career party
machine man who tends to rely on others for policy
advice, publicly warned Washington not to push Japan
beyond its traditional "self-defense only" posture faster
than predominantly pacifist public opinion permitted .
The consequence, he warned, would be that the ruling
Liberal-Democratic Party (LOP) could be destabilized
and perhaps even lose power to the Japan Socialist Party
(JSP) . The JSP, which has never held national power and
whose program advocates zero economic growth, oppos
es close defense cooperation between Japan and the
United States.
When Suzuki met privately with Reagan on May 8
for 90 minutes-three times longer than scheduled-he
explained the delicate internal situation in Japan on the
defense issue. According to Japanese sources, Suzuki
found that the President, unlike Haig and Weinberger,
understood. Reagan said he thought Japan should move
ahead steadily on defense, but he p ledged, " we won't put
you into a corner on this . It is not our policy to pressure
Japan." Suzuki also found Reagan less enamored of the
China Card than Haig and Weinberger, and more inter
ested in discussing Japan's role from a bilateral view36
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point, rather than a triangular effort.
However, the j oint communique, which was drafted
by Haig's aides and simply accepted by I to , according to
knowledgeable sources, reflected Haig's views, rather
than the meeting between S uzuki and Reagan . The com
munique called for an "appropriate division of labor"
between both countries on defense, and called on Japan
to "improve its defense capabilities in Japanese territo
ries and in its surrounding sea and air space." The latter
phrase was taken as Tokyo's submission to Weinberger's
demand to Japan to take on n aval responsibilities for the
northwest Pacific, extending as far as the Philippines and
Guam .
When S uzuki returned to Tokyo, a storm of protest
arose among the press, the opposition parties, and even
within Suzuki's own LOP because the communique
seemed to commit Japan to the HaigjWeinberger cold
war approach. At the next cabinet meeting, S uzuki re
portedly accused Ito of siding with Haig's views against
his own . Suzuki then m ade a public statement that
virtually repudiated the communiqe's military implica
tions. Foreign Minister Ito resigned.
Suzuki proceeded to replace Ito with one of his
longtime confidants, another party machine man , former
Foreign Minister Sunao Sonoda. At Sonoda's first press
conference, he indicated the mood in Tokyo by casting a
gratuito us aspersion o n the "ubiquitous presence" of
V . S . naval vessels off Japan-a U.S. ship had j ust report
edly cut fishermen's nets during exercises. Sonoda also
informed Haig that he would have to cancel a planned
visit of Haig to Tokyo in June because Sonoda, unlike
Ito, was going to Europe with Suzuki at that time. The
meeting was cancelled.
The deeper fight

Behind the immediate circumstances lies a deeper,
more longstanding fight on foreign policy in Japan .
Former Pri me M inister Fukuda is very pro-American ,
but he is also a Japanese nationalist. The hallmark of
his 1 977-78 tenure as prime minister was his ,a lliance
with two men he had known for years, French President
Giscard and West German Chancellor Schmidt, an
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alliance to pressure Jimmy Carter to adopt a sane
international economic policy and to back off from
Brzezinski's confrontation politics toward the U . S . S . R .
The. Carter administration was delighted when Fu
kuda lost the premiership in December 1 978 to Masa
yoshi Ohira, the man Henry Kissinger called "my
favorite Japanese politician . " Ohira dropped Fukuda's
collaboration with Germany and France and echoed the
Carter line on every issue, even against Japanese nation
al interest. This ranged from dropping oil-for-technol
ogy cooperation with Mexico at Brzezinski's behest, to
exchanging defense delegations with China and being
the only nation to abide by Carter's sanctions against
the U . S. S . R . Ohira also raised interest rates on loans to
developing countries and thus lost billions in Japanese
machinery exports to European competitors.
When Ohira died of a sudden heart attack during
Fukuda's attempt to oust him last summer, Masayoshi
Ito, Ohira's longtime alter ego, tried to step into his
mentor's shoes . Ito and Ohira both stem from the pro
British "strike north" fascist faction of the Mitsui group
of the 1 930s and had worked together looting China in
1938 on the misnamed Asian Development Board.
Instead, with Fukuda's connivance, a compromise
candidate was chosen, Ohira faction member Zenko
Suzuki-the " Robert Strauss of Japan ," whom no one
had ever expected to become prime minister. Fukuda
hoped to influence Suzuki b ut until recently the more
effective control was that of Ito, who garnered the
foreign minister's post.
Ito continued the Ohira policy . Business complained
they were losing billions of dollars in deals with the
Soviets because they did not emulate Europe's disregard
of Carter's sanctions. Ito insisted the sanctions remain .
Ito also contin ued Ohira's support for the China Card,
going as far as giving direct Japanese foreign aid to the
genocidal Chinese-run Pol Pot forces in Kampuchea.
Kyodo News reports that Peking is upset at Ito's
defeat. "China regarded Ohira as the most reliable
Japanese politician who sought close ties with China
and the U.S. to prevent �he Soviet Union from advanc
ing into Asia and the Far East. For China, the outgoing
foreign minister [Ito] was . . . faithfully following the
diplomatic policy line laid down by Ohira . "
Beginning perhaps a s early a s March , in a very
quiet, behind-the-scenes manner, Fukuda's influence
began to grow . In March, Fukuda came to Washington
as the "eyes and ears" for Suzuki despite the fact that
Ito was to visit Washington days later.
The momentum escalated in April when Reagan
vetoed Haig on a n umber of key foreign policy issues,
especially the lifting of the grain embargo . The move,
which Suzuki stridently complained was made without
consulting or even informing Japan , m ade it difficult to
contin ue Ito's defiance of Japanese business wishes to
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end Japan' s own embargo against the Soviets .
At that point, certain European-oriented actions
occurred . Toshio Doko, the powerful former chief of
Keidanren, Japan's major business federation, made an
u nscheduled stop in Moscow on a return trip from
Western Europe. Kyodo comments that the Doko stop
over was made "in the softened East-West tensions
following the lifting o f the grain embargo." Soon
thereafter, R. Sasaki , head of the Democratic Socialist
Party (not to be confused with the pro-Peking JSP),
visited Western Europe and then M oscow. On return he
denounced Tokyo's "slavish adherence" to Washington
and, at a one-hour meeting, Sasaki urged Suzuki to
develop ties to Western E urope as strong as Japan's ties
to the U . S . The DSP is heavily fun ded by N ippon Steel,
the firm run by current Keidanren chieftain Yoshiro
I nayama, w hich is promoting an end to the sanctions.
Sometime during this period, S uzuki decided to
make a trip to Europe in J une, in between the summit
with Reagan and the Ottawa seven-nation summit in
July . According to Japanese business sources, Suzuki's
main interest is meeting with Fukuda's longtime friend,
German Chancellor Schmidt.
The May 12 issue of Nihon Keizai Shimbun com
mented, "Fukuda has snapped out of his o ne-time
lethargy as a sequel to his recent meeting with
Reagan . . . . Suzuki has to bow deeply in the direction of
Fukuda ."
One consequence o f the still-quiet shift in Japan was
a remarkable editorial in the same paper, known as the
voice of busi ness, which for the first time condemned
Federal Reserve Chairman Paul Volcker's high interest
rate policy. Their politically significant reason echoes
the line Schmidt announced that he would explain to
Reagan during their late M ay summit, " Such a h igh
interest-rate policy of the United States works to push
up the entire international interest rates of Japan and
European countries to an unnecessarily high level .
Especially for countries like Japan and West Germany
. . . the concern [is] that deflationary effects from high
interest rates could �pread . "
As a party machine m a n , S uzuki was under pressure
to respond to Fukuda's urgings: Suzuki found it diffi
cult to ignore business sentiment or the destabilizing
effects on the LDP of Haig's policies.
But Fukuda's view would not have prevailed had
Suzuki not become aware of the dispute between Haig
and Weinberger on the one hand and Reagan on the
other. Their personal meeting was key . For example, at
the end of the meeting, which mostly concerned defense,
Suzuki asked Reagan to end the Carter-imposed restric
tions on Japan's n uclear fuel reprocessing program .
Reagan im mediately agreed . When Ito had brought the
same issue up with H aig in M arch, an issue vital for
Japan's economy, H aig simply stalled .
International
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Suzuki also found Reagan's view on the China Card
different from Haig's . Japan is very concerned that
good U . S .-China ties be maintained, and Suzuki urged
Reagan not to disturb those ties. Suzuki also comment
ed in his Washington press conference that China
should be kept part of the "Western alliance." However, \
the Japanese, particularly Fukuda, are concerned that
the U . S . not excessively build up China m ilitarily
partly because Tokyo does not want to provoke Mos
cow too much, and partly because Tokyo does not trust
Peking's ambitions. Reagan has opposed the H aig/
Weinberger push for arms sales to China.
When Suzuki realized that Reagan did not agree
with Haig's pressure on Japan on regional defense and
the China Card-a politically untenable proposition in
Japan-Suzuki felt he had maneuvering room to re
spond to internal Japanese political reality. Ito was out.
On May 9, one day after the summit, one of the top
U.S. backers of Ohira and then Ito, former U . S . ambas
sador to Japan Edwin O. Reischauer gave an interview
to the Mainichi Shimbun in which he revealed a fact that
could destabilize any Japanese regime. I n a country still
mindful of Hiroshima, Reischauer stated that under a
secret 1 960 understanding, the U . S . was bringing n ucle
ar missiles into Japanese ports when its ships landed
there, in violation of the public treaty prohibiting this
without prior consultation. Japan does not make, use,
or allow entry of n uclear weapons on its territory.
Published by Mainichi a couple days following Ito's
resignation, the Reischauer interview made headlines
throughout Japan and was used in the U . S . press to
speculate on the possible downfall of Suzuki himself.
Typical was the May 20 Christian Science Monitor,
which commented, "The U . S . may have to revise its
expectations of greater military cooperation from Ja
pan. For one thing it may not be able to rely on Suzuki
to deliver the goods-in view of mutterings within the
corridors of power that his government may not survive
the current furor over defense. "
The Reischauer revelation is being used by the JSP
to destabilize Suzuki at the same time that it is stepping
up a campaign to shut down all nuclear plants in
Japan-the same scenario used by the JSP's Socialist
International affiliates against Schmidt and Giscard .
There are two theories about Ohira-backer Rei
schauer's motivations . One view is that many people in
Japan gen uinely agree with H aig and Weinberger rather
than Reagan, but have been afraid to challenge public
opinion in Japan. Reischauer, according to this view,
wanted to force the issue presuming the pro-buildup
forces would eventually win .
Another view holds that Reischauer was aghast that
the formerly Ito-controlled S uzuki was coming under
the in fluence of Fukuda, and that Reischauer made the
statement deliberately to destabilize Suzuki.
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Why U.S. aid to the Zia
will destroy the nation
by Daniel Sneider. Asia Editor

This writer recently returned from a two-week visit to
Europe where I had extended discussions with numerous
exiled Pakistani political leaders. Each of them expressed
dark fears about the future of his nation, doubts about
its continued existence as a country under the current
military regime of General Zia UI-Haq. People who
looked on America as a friend, they asked me how the
American government could possibly consider giving
massive arms aid-$2.5 billion over five years-to a
regime that has pitted i tself so completely against its own
population .
This is a question Congress m ust ask itself before
acting further. The arms package is being sold as a
measure to assure the security of Pakistan, a country
supposedly vital to defense of the Persian Gulf-South
west Asia region facing the threat of Soviet aggression,
and useful as a back-door ally of China.
In reality, this program will undermine security and
destabilize this vital region . It is not an astrological feat
to predict that before the termination of this five-year
plan, South Asia will have witnessed one or more of the
following events: the breakup of Pakistan into several
different entities; a war between India and Pakistan,
possibly involving the use of n uclear weapons, that could
trigger a wider confl ict involving China, the Soviet
Union, and the United States; chaos, famine, epidemics
throughout South Asia, and resulting depopUlation
along the lines of the Carter administration's Global
2000 neo- Malthusian policy.
These predictions are based on several clear facts.
The first is that the aid given will never be used for the
purpose claimed, that is, for defense against a primarily
Soviet-based threat to Pakistan's security. The second is
that the Zia regime is itself so unstable and insecure that
it is j ust as likely to provoke conflict to preserve itself as
anything else. And third, in the unlikely case that such
arms aid were actually used in an engagement with Soviet
forces, the outcome of such a con flict is guaranteed no
matter what the scale of aid, unless the United States is
prepared to enter the conflict directly.
Irving K ristol, who can hardly be accused of being
pro-Soviet, made some of these points in an April 29
Wall Street Journal commentary terming the Pakistan
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government
of Pakistan
aid package "an i ndefensible blunder." Kristol argues
that "the only possible use that Pakistan can make of
those arms is in a war against its [by now] hereditary
enemy: India," a war he says that "is definitely not in our
interests ." The "whispers" that we will get Pakistani
military assistance to Afghan rebels and U . S . naval
facilities in return , Kristol notes, are "not to be taken too
seriously." K ristol concludes, "In view o f the fact that
the Zia dictatorship is generally conceded to be unpopu
lar, those port facilities are more likely to be imaginary
than real."
The problem of General Zia

The key to the situation lies in the nature of the Zia
regime itself, a problem that defines its own solution,
one that would actually further American interests in
Pakistan and the region. All those who have argued in
favor of this aid program have papered over this
problem or simply ignored it. The implicit assumption
underlying current U .S . policy-which must be under
stood as a mere continuation, on a grander scale
perhaps, of Brzezinski's infamous "Arc of C risis" poli
cy-is that only the army can rule Pakistan , and General
Zia, so long as he retains the confidence and support of
the army, is the only horse the United States has to ride
in Pakistan. The long-standing role of the Pakistan
army in providing security assistance to states of the
Persian Gulf, particularly Saudi Arabia and Omlm, is
seen to enhance its importance from the standpoint of
Pakistan as a "guardianship" of the eastern approaches
to the Persian Gulf.
Such an argument betrays a willful ignorance of
Pakistani politics. The Zia regime, of course, is not the
first military government in Pakistan (it is the third),
but it has scant resemblance to the 1 95 8-68 regime o f
General Ayub Khan, which many Americans recall
fondly. The Zia regime is distinguished by a degree of
political repression beyond any previous military /
authoritarian regime, as expressed in the judicial murder
of overthrown Premier Zulfikar Ali Bhutto. Zia has
eliminated the avenues of political opposition in unprec
edented fashion, and burned his political bridges in a
way which makes his exit necessarily bloody. M oreover,
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he has placed the army itself i n the position of acting as
an i nstrument of internal repression, threatening the
ability of that institution to play a unifying role in the
country . (See the interview with Pakistani political
leader M ustapha Khar accompanying this article).
H owever, the most important feature of the Zia
regime demonstrating its departure from the previous
history o f Pakistan's somewhat turbulent politics is its
espousal of a doctrine of militant Islamic fundamental
ism, a doctrine in fact alien to the historical and cultural
tradition of Islam in this M uslim state. Zia's fun damen
talism , now used to j ustify a range o f actions from
abrogation of the constitution to use of whippings as
punishment and abolition of political parties, i s a prod
uct of the tiny radical extremist party of the Jamaat-e
Islami, the Muslim Brotherhood affiliate. Zia's uncle
heads this group, which never received more than a few
percentage points in any Pakistani election. Zia himself
is a known follower of the Jamaat-e-I slami, the only
group that still supports his regime, which has otherwise
been deserted even by the right-wing parties complicit
in the coup against Bhutto . Zia is a military Khomeini,
as demonstrated by the incident (so decisively swept
under the State Department's rug) when Jamaat-organ
ized thugs, with the clear complicity of the regime,
assaulted and burned the U . S . embassy in Islamabad,
resulting in the deaths of two Americans.
Thus the Zia regime holds power by the grace of the
repressive power of the military with an ever-narrowing
political base. Eventually it must fall, and because it has
alienated the entire popul ation, it will likely take the
country's nationhood with it.
The a:my rule o f Zia has dramatically increased the
antinational sentiments of people in the three "minori
ty" provinces of Baluchistan, the N orthwest Frontier
province, and the Sind, against the Punj abi "majority,"
identified with the army and who make up the vast
maj ority of its officer corps. The m urder of Bhutto, the
one man who revived the nationalist identities of all
Pakistanis following the breakup created by the forma
tion of Bangladesh, has served to weaken what has
always been a fragile sense o f unity in a country defined
by the partition of British India.
Scenario for the breakup

Scenarios for the breakup of Pakistan are not new.
Particularly following the events in Afghanistan and
Iran, attention has focused o n B aluchi�tan, which has a
history of separatist activity; its thinly populated terri
tory includes a long stretch of the Pakistani coastline
from the straits of Hormuz east, including two excellent
natural harbors, ideal for naval bases that could control
the entrance to the Gulf. Numerous commentators have
pointed out that an "independent" Baluchistan is a
prize the Soviet Union, for one, would covet. ConsiderI nternational
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A n incident ill Ram/pindi: Zia is 11 0 1\' ell route to war against
India or chaos in the prO l'inces,

able evidence of Soviet K G B li n k s to leftist Baluch i
nationalists adds credibility to this idea .
Certai n geopolitical planners, particularly i n Lon
don , where there is a depth of experience i n thi s regio n ,
are th in king along the same lines fro m the standpoint
o f the establishment of an Anglo-A merican base of
operations for the Rapid Deployment Force. London
sources point out that the Baluchi nationalist leadership
looks for support from any quarter, and their loyalty is
buyable by any power that o ffers financial and arms
aid . The two Baluchi leaders, M engal and M aurri, tribal
chiefs long active in Baluchi and Pak i stani politics , now
l i ve in London . A bout a month ago they attended a
meeting of Baluch i exiles that formed the worldwide
Organization of Overseas Baluchis comm itted to the
in dependence of the provi nce ,
Pa k i stani sources in London close to t h ese circles
report rum ors of American backi ng fo r the Baluchis in
the h ope of securing future U . S . naval bases there.
Recent travelers to the largest port, Gwadar, report
acti ve co nstruction work to transform what is now a
fi shing village into a port and that A merican tech nicians
were seen at work there . British officers in ch arge of t he
Oman army go every year to Baluchistan to recruit
soldiers fro m there fo r the Omani army, and units of
Baluchi sol diers are available in Oman th at co u l d be
deployed back in support of some kind of "indepen
dence struggl e . "
Sources i n L o n d o n also report active efforts and
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talks to li n k the Baluchi exiles with leaders of the so
cal led Sindh u Desh m ovement, also based in Lo ndon .
Thi s m ovement, led by D r . Hamida K h uro, has been
active for m o re than \0 years for the i ndependence of
the Si nd, which neighbors B aluchistan and occupies the
rest o f the coastl ine. There are also previo us links,
th ough less active today, between the Baluchis and the
separatist tendencies a m o ng Pathans of the Northwest
Frontier Province ( N W F P), j o i ned together at one time
in Wali K han's National Awam i Party, which was
ban ned during B hutto's rule for its anti national activi
ties . K han i s a frequent visitor to London where he
enj oys the counsel o f Sir Olaf C aroe, the former British
governor o f the N W F P and the "godfather" o f the
Patha n s .
All thi s defines a gathering potential for the brea k up
of Pakista n, under conditions of the chaos which would
surely follow Zia's downfa l l .
A ch aotic brea k u p creates , first of all, the conditions
for superpower interventio n and co nfrontatio n , i nclud
i ng conditions of regiona l war. Second, the breakup of
Pakistan will undoubtedly spread beyond its former
borders, th reaten ing the integri ty o f neighboring I n di a
and I ra n .
The geopolitics o f Pakistan

The current U . S . policy is based on a geopolitical
doctrine which is misconceived. As Selig H a rrison, a
leading A merican a uthority o n this region has poi nted
out, the American policy toward Pakistan is historical ly
sh aped in the postwar period by British geopoliticians
li ke Sir Olaf C aroe w ho have argued that Pak i stan's
geostrategic significance lies i n its relationship to t h e
Persian Gulf and Southwest Asia (the M id dle East) .
Caroe w as th e architect of the B agh dad Pact and
C ENTO alliances, w h ich sought to institutionalize this
alignment o f Pa k i stan as pa rt of a NATO-linked de
fen se/ security structure for the M iddle East.
The accurate view of Pak istan's national identity is
not i n terms of relations to the M uslim M iddle East,
but as a hi storic, cultural and po litical part o f the Sout h
Asian subcontinen t . The Sout h Asian region-Afgh an
istan , Paki stan, I ndia, Bangladesh and the smaller
states-has been one coherent region for many thou
sands of years . Any attem pt to divorce Pakistan from
that region ultim ately has a destab i l izing im pact on the
South Asian region . Caroe and others like him do not
conceal their anti- Hindu bias or their view that I n dia is
o f no consequen ce to the interests of the West.
That geopo litical o utloo k , accompan ied by crude
equations of I n dia with the Soviet U n io n , is clearly
present among the fra mers of the current U . S . policy
and among m any o f its supporters in C ongress . I m p lic
itly, the idea that Pakistan under Zia will use the U . S . EIR
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supplied arms against India is accepted without concern
for the effect on actual U . S . interests.

Interview

The Bhutto factor

The Zia problem is n ot insoluble, provided there is
a political force with the capacity to form a goverl!ment
that can command the loyalties of the populatio n and
counter the fissiparous tendencies rampant in the coun
try. That force does exist: it is the Pakistan People's
Party founded by Z . A . Bhutto and led today by his
wife Begum Nusrat Bhutto, and his daughter Benazir
Bhutto. As exiled PPP leader Khar points out below,
Zia's plan to destroy the PPP by murdering its leader
and founder failed, and the PPP is more popular than
ever. The reason for this is basically the continuing
appeal of Bhutto in the minds of the population as the
nationalist who restored a sense of pride and identity
following the splitoff of Bangladesh . It is the Bhutto
legacy of nationalism, institutionalized in the PPP and
in the family'S role, which is the most important asset to
be preserved if Pakistan is to survive as a n ation and
play a stabilizing role in the region.
The PPP leads the nine-party alliance of the Move
ment for the Restoration of Democracy ( M RD), which
includes virtually every political party in the country,
including some that supported the coup against Bhutto.
The M R D favors an end to martial law followed by free
elections. H owever, in the past two months the Zia
regime has placed thousands of political activists and
leaders in j ail, including M rs . Bhutto and Benazir
Bhutto, without recourse to the courts and with a
distinct danger to their lives. Any move by the Reagan
administration and Congress to put through the aid
package for Zia at this point will amount to a reward
for these activities and an endorsement of the regime's
destructive policies.
Bhutto was committed to a long-term policy of
stabilization and cooperation with I ndia and among the
nations of South Asia. The rivalry remained, but Bhutto
was clearly committed, as is Mrs. Gandhi , to establish
ing normal relations and solving the outstanding issues
between the two nations. The continued adherence of
PPP leaders to such a peace and stability policy , rein
forced by the admiration among wide circles of Pakis
tanis for Mrs. Gandhi's defense of Bhutto's life against
Zia, is an asset for any sound American policy .
The fundamen t al point is this: the Zia regime will
destroy Pakistan as a nation and destabilize the entire
South Asian region . Any policy which bolsters Zia in
the short term, no matter what the m otives, will further
this process in the longer term. American policy, if it is
truly committed to the defense of stable allied nation
states, cannot follow such a path with Pakistan . And
there is no need for it to do so.
EIR
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People 's Par ty leader
speaks out on Zia
The following interview with Ghulam Mustapha Khar was
conducted by A sia Editor Daniel Sneider on May 4 in West
Germany. Mr. Khar is the head of the Pakistan People's
Party ( Overseas ), the former governor and chief minister
of the Punjab, Pak istan 's most populous province and at
one time a close aide and associate of the late Premier
Zu/fikar A Ii Bhutto, the founder of the PP P. He is living
now in exile in London where he is organizing among
Pakistanis outside the country against the military regime
of General Zia UI-Haq.

Sneider: What is the current political situation in Paki- ,
stan at this time, according to your information?
Khar: The current political situation in Pakistan, ac
cording to our point of view, and according to the
m ajority of the people i nside Pakistan or outside Paki
stan, is very bad. As a matter o f fact from the Pakistani
point of view o r the nationalistic point of view, it's
disastrous . Of course, General Zia, since he came into
power, tried his best to destroy most of the political
i nstitutions. The People's Party [PPP] was a major polit
ical factor and he tried to counter that by
s uppression . . . .
The most important factor is that you have to have
some unifying force in the country and that today,
un fo rtunately, he is trying his best to destroy whatever is
left . The political frustration in the country is that for the
first time we h ave a real tyrant and a real dictator . And
n ot a dictator who is interested in the national unity.
He's only interested in saving his own neck and that of
some of the generals and some of the people who are very
closely associated with him.
For that reason, after Mr. Bhutto's m urder, he thinks
he i s being left with n o choice than to use maximum force
against the people of Pakistan . He has come o ut with
these funny statements saying that the people of Pakistan
are not fit to go to the polls, that the people of Pakistan
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are not fit to have democracy.
That destroys the concept of Pakistan, because if 3 5
years ago, the people of Pakistan were capable under the
leadership o f Quaid-i-Azam [ Mohammed Ali Jinnah] to
create Pakistan and to vote to have an independent
country; if their verdict was accepted at that time; if at
that time they could think for their n ation and for their
independent state; if that verdict was accepted, then it is
funny to think that after 35 years, no m atter whatever
they have gone through-sometimes dictatorship, or
democracy, but stilI people have been politically educat
ed, they have gone forward, they have not gone back
to think that the people of Pakistan are not capable of
going to the polls.
I think it's something that has really m ade the people
feel that they have to do something which is not normal .
And that could be bad for the country. You see some of
the groups and some of the things happening which have
never happened in Pakistan before. We have had dicta
tors, we have had army rulers, but they left some sort of
scope for political activity, and for the people to take o ut
their frustration or anger against the rulers at that time.
That's why there were no such actions as we are seeing
today. This is only the beginning . It is not the end.
We generally believe that if this sort of situation
continues for some time then the national unity is becom
ing weaker and weaker, especially the way he is using the
armed forces of Pakistan. As a matter of fact, the armed
forces of Pakistan have always been respected in our
country . . . .
But for the first time, in order to achieve Zia's own
aims and objectives, he has brought the entire institution
of the army against the people and that's a disastrous
thing to do. For his own political objectives he's using
the army and that's an institution which, if it's destroyed,
it wiII take on complications . . . .
But the time factor is very important and if this
situation continues I think it wiII be very bad for the
people of Pakistan and for the country as a whole.
Sneider : There is an impression created in the West that
the situation is stable, that despite the opposition, Gen
eral Zia is more stable than he ever was before. Do you
think that is a misimpression of the situation?
Khar: I think that is a misimpression, but I'm surprised
that the people in the Western countries believe this kind
of propaganda . . . . Why should they believe that today,
in our country, when we have a person-I say that the
person is hated by a majority of the people. I can prove
that by the point that General Zia tried his best to get
some sort of vote of co nfidence fro m the people which he
has not been able to get. Even to the extent that he had to
go that far to get rid of M r . Bhutto and kill M r . Bhutto
because he was told that once M r . Bh utto was killed,
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then his opposition will n ot be that strong and that he
would either be able to win a referendum or have some
sort of election where he could get people elected whom
he liked .
I n the basic elections in Pakistan which were held [the
local body elections in 1 979] it wa s quite obvious and
evident that all the people who were supposed to be the
supporters of General Zia lost. It became quite apparent
that people overwhelmingly hated General Zja and they
didn't want him .
Relative stability? Yes. I f you call this a kind of
stability, then I can o nly say that this is the lull before th e
storm . The people of Pakistan were not used to lashes;
the people of Pakistan were n ot used to public hangings;
the people of Pakistan were not used to these kind of
summary trials which they are doing now; since the
creation of Pakistan, the people of Pakistan have never
lost so much property, and the confiscation and every
thing that has gone with it. So that's true t h at immediate
ly they have created a fear and people were frightened.
But once you i ntroduce certain measures, then people
always find ways and means, and people have started
fi nding those ways and means. This is no stability and
nobody should have doubt in their minds. This is going
to be such an explosive situation . This will become such
an unstable country, it wiII have repercussions on the
entire region.
Sneider: You have mentioned the danger of the disinte
gratio n of the country. Do you see that there are circum
stances developing even now where the result of this kind
of rule can bring about the actual physical breakup of
Pakistan as a unified nation?
Khar: I am very frightened about this situation . I don't
want to talk 1 0 0 m uch about this subject, b ut I think the
policies of General Zia are heading toward the disinte
gration of Pakistan. Nobody can deny the fact that no
country can be kept united under any force or any
military . The biggest problem which he is creating for
Pakistan is that he is using the armed forces of Pakistan
to put down his enemies, and most of the army unfortu
nately comes from the biggest province of Pakistan,
which is Punjab. They are in charge of all this repression,
and lashes, and summ ary trials.which is creating a lot of
hatred in the smaller provinces . . . .
Unfortu nately the biggest damage Zia has done is the
way he is treating Bhutto's family, the way he is treating
[Bhutto's wife and daughter] Nusrat Bhutto and Benazir.
Recently, according to my information, Benazir was
mishandled , or she was beaten and dragged to her prison
cell. From that she had some sort of hemorrhage, and
she was brought to the hospital , treated for a little while,
and then taken right back to prison . Under the condi
tions under which these two ladies are living, this is a
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deliberate attempt to create more hatred, and people of
the smaller provinces will resent the situation even more.
Sneider: Do you think there is a danger to the lives of

Mrs. Bhutto and Benazir Bhutto?
Khar: I think there is a danger to their lives because this
is what we had been telling the Western world at that
time when Mr. Bhutto was in j ail. We had told the world
that Mr. Bhutto was going to be killed, and nobody was
prepared to believe us. I repeat the same thing again that
you will only believe us when they are killed and that will
be no use to us. As a matter of fact we will lose our
leaders and we will lose our country.

Sneider: Would you want to see an effort made to get

Mrs. Bhutto and Benazir Bhutto out of jail, and if
necessary, get them out of the country for medical treat
ment?
Khar: I think this is absolutely necessary . A s you know,
for the last two years M iss Benazir Bhutto has been
asking to come out for medical tteatment for a serious
ear problem, which everybody knows that she has, and
this has not been allowed . I have been in touch with
Benazir Bhutto and Nusrat Bhutto . Mrs. Bhutto also is
in a very bad state. If you had seen her latest interview
with BBC-TV, she looks about 80 years old and she is
physically very, very weak. She has always been unwell,
even during the time of Mr. Bhutto's life .
I think it's absolutely essential that we, as Pakistanis
living abroad, and all the people who care for humanity
or who care for Pakistan, or who think that Pakistan
should survive as one country, and they're friends of
Pakistan or friends of democracy, should help us put
maximum pressure on this regime to allow them at least
to come out and receive medical treatment. I think as
human beings they have every right to do this.
Sneider: The other major issue that is being discussed,
as you k now, is the question of major arms supplies to
the Zia regime. Foreign Minister Aga Shahi was in
Washington discussing this and apparently some kind of
major arms and aid package is being put together,
principally by the United States but also by the British
and others. As a Pakistani, as someone who is concerned
about the country and the effects of General Zia's contin
ued rule, what would your comments be on the question
of giving this kind of arms aid to Pakistan?
Khar: Well, I think at this time giving any aid to General
Zia especially this arms aid, this is not being friendly to
Pakistan. The people of Pakistan, the majority of the
people of Pakistan, would not consider this a friendly
gesture because they think that strengthening General
Zia's hand is something which is going against their
interest . We believe that is against our national interest
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because the arms which Pakistan government is going to
get are not going to be used against anybody else except
the people of Pakistan, which has been proved. Especially
an unpopular army, an unpopular dictator i s of no use to
anybody except for repression inside the country .
I a m surprised that why doesn't the U . S . government,
the people of the United States, consider that the people
of Pakistan have always been friendly and they still want
and need their friendship. They want that the United
States should be friendly to the people of Pakistan but
not to an individual. It is a short-sighted policy. They
m ight be able to strengthen him for some time, but
they will not be able to keep him for long. Once he's
gone, the people of Pakistan will never forget that, at the
worst time, when people were beaten up, when their
leader was m urdered, when all the repression was at its
peak, at that time the person who has hated the most was
supported the most by the United States government.
Sneider: Do you also fear that the consequences of such

aid could bring about increased tension and even conflict
between India and Pakistan?
Khar: That you can see already-the reaction in both
the countries have started this kind of war propaganda.
The Pakistani government is saying that I ndia is going
to attack Pakistan and the Indian government is saying
that Pakistan is going to attack India. Ultimately we
have our problems, and this kind of arms aid could bring
the situation to where there is a conflict. In that conflict
I am absolutely sure and convinced Pakistan will be the
loser and n obody else.
Sneider: Is there an alternative to that in terms of the

kind of relationship that could exist between India and
Pakistan?
Khar: Yes, I think that is absolutely necessary. In the
past we have learned a lesson . We have always believed
and Mr. Bhutto always believed in one thing-that we
should try our best to have friendly relations with our
neighbors, whether the big powers or small countries
because we have to live with them. With I n di a I think it is
absolutely necessary that we should start thinking real
istically for the peace and stability of this regio n .
T h e people of India a n d t h e people of Pakistan m ust
come to some sort o f u nderstanding which is in their
national i nterest because we are concerned about devel
oping our countries and doing something for the com
mon man, for the poor people, who are the majority in
India and in Pakistan . I think if we have a representative
government in Pakistan we can achieve that and that
would be the greatest contribution toward the stability
o f that region .
Sneider: Thank you very much.
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Interview

'We should reduce
Italy's population
by two-thirds '

and so on. In other words, the i ntellectual discussions.
But my conviction is that the situation is that people
do not behave either rationalistically or moralistically
when sex is involved . What comes into play is an uncon
scious drive. My interest has been to look into this
process and see if you can use this drive for birth control
rather than procreation. We even tried a few experiments
in Italy along these lines which gave impressive
results . . . .
Hamerman: Does there exist any counterpart to yourself

in France?

The population reduction doctrine of the State Depart
ment 's Global 2000 report is not only a policy to deliberate
ly starve billions ofpeople in the underdeveloped sector. A s
as shown by this interview with Dr. LUigi D e Marchi,
president of the Italian Institutefor Demographic Research
and of the Italian Planned Parenthood A ssociation, there
are plans afoot to reduce the population of the industrial
ized countries-by more than half Thefollowing excel'pted
interview was conducted for E I R by Warren Hamerman ,
chairman of the National Democratic Policy Committee.
during Mr. Hamerman 's recent tour of Europe. Mr. Ham
erman 's organization has publicly denounced Global 2000
as " 1 00 times worse than Hitler. "

Hamerman: I n your paper "The Population Bomb Is
Ticking Worst in Europe," you call for the reduction of
the Italian population to 20 million, by the year 2000.
The question that I have is that, of course, there have
been many studies over the years from Global 2000 to
the works of Peccei, but always the problem comes up
with implementation . How will you actually succeed in
reducing in 19 years the Ita lian population from 60
million to 20 million?
De Marchi: You probably know that I am a psycholo
gist, and I looked i nto the problem of motivation over
the past years and I produced several reports that I can
let you have. Do you know the Pathfinder Fund in the
United States? I have been cooperating with Pathfinder
for, I think, 1 5 years and in the period from 1 976 to 1 978
I wrote up .research on new psychological methods to
birth control. This paper went around the world and
Pathfinder translated it and distributed it in 74 countries.
I also received a letter in the last year from the World
Bank in India. They said that they were very i nterested in
this psychological approach and wished to advise the
Indian government to explore the possibility of an appli
cation of my methods.
The general principle of my research has been that up
until now, control has been fostered rather with moralis
tic or with rationalistic education . By moralistic I mean:
" Be wise, be responsible, think of the future of your
family . " By rationalistic, not j ust the "Blah, blah,
blah . . . " but discussions about the dangers of growth
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De Marchi: Fran kly I do not know anything of this kind
in France, because in France the fight is simply between
those who say that the present zero growth is okay and
those who say it is dangerous, like [ Michel] Debre. Debre
says that it is j ust the beginning of extinction . I n my view,
a halving of the French population is more or less what is
needed .
Hamerman: H ere i n Italy are there any political forces,

such as Craxi for example, who think this way?

De Marchi: There is hope, I would say, along that line.

For example, this recent conference I held was addressed
by Francesco Forte, who is the most famous left-wing
economist in Italy, and he is very near to [Socialist
Bettino] Craxi, and he strongly supported my position
during the conference. He said that this is a very creative
analysis and he also shared the opinion that this was the
prime method to allow the Italian population to over
come the economic crisis . There is also Professor Dimasi,
a left-wing sociologist at the U niversity of Rome, who at
the conference also was extremely favorable to our thesis.
So, there is hope i n Italy around these people, but not
m uch more than hope at the moment.
Hamerman: Do they agree with your figures of 20 mil
lion as the goal for the Italian popUlation level?
De Marchi: Yes. For instance, Dimasi said that maybe it
is too drastic, but anyway the i dea is that we m ust go
down, and he gave an analysis that he thinks is the only
practical eco nomic model in I taly for an improvement i n
living standards in spite of the fact that there is n o
in crease in national product, o f G N P . This is possible
only when the population is decreasing.
Hamerman: One questio n still remains. How is it that in
only 19 years you will succeed in reducing the I talian
popUlation by 40 million people?
De Marchi: For my plan, the problem is always the
question of control of political power. The possibility in
m y opinion is quite clear, because if you want the possi
bility to remotivate psychologically and emotionally the
population away from rationality and morality, this is
possible, I think, through motivational psychology.
EIR
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Obviously this would involve a large i nvolvement in
mass media in all this. Up until now, unfortunately, this
involvement even of a left-wing media is not adequate.
However, in spite of that, I also think that the population
is, through our actions, in spite of the i nertia of others, of
the failure of the political parties, is [beginning] to sense
this need for birth control. For instance, I can give yo u
an example. Recently we were able to insert in a very,
very wild audience late at night, an entertainer in a
broadcast, " Dottore C . and Jagger Bell," in front of 20
million TV viewers, issues but in a very sort of joking
way. We were able to suggest the idea of sterilization in
this way to the general public.
And in spite of the opposition of the Catholic Church,
it resulted that a large majority of these 20 million
Italians were in favor of voluntary sterilization . And
that, to me, was very impressive.
Hamerman: In the Third World, the State Department

and others have non public plans to help the population
reduction by impeding food supplies artd such things. Is
that in your plans for Italy as well?
De Marchi: I am not so sure about that. But anyway,
here in Rome it will happen, but not for everywhere. It is
not so easy to say .
Internationally, though, I am quite discouraged b y
the fact that the general approach u p till n o w h a s been
paternalistic and thought of as j ust a Third World prob
lem . This is not true.
Hamerman: Within the Church, are there any forces,
such as, for example, the Jesuit order, who show interest
in your viewpoint?
De Marchi: They are open . Some of the Jesuits are more
open than the general clergy.
One I met with was an important Jesuit, Padre G ustaf
Harling. They see the problem in terms of world hunger,
or also in terms of general well-being . B ut I never met
anybody who had a grasp of this economic problem . The
economic crisis has its roots in this European and Japa
nese imbalance i n their population density.
Hamerman: Is any part of the nobility, the n oble fami

lies, more understanding to your view?

De Marchi: Yes. After all, even M althus was a man of

the nobility. You m ust recognize that M althus saw the
basic problem . Obviously he had all this sexophobic
conditioning, sex-negative attitudes . Nobility some
times, though, i s better trained to think with the neces
sary detachment on these kinds of things.
"amerman: Do there exist any researches in your direc

tion in the East bloc?
De Marchi: Yes, there is j ust the beginning of perception
of the demographic dimension.
EIR
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Part III : The International Peace Movement

E . P. Thompson's
dissident networks
in the East bloc
by Luba George
Part 1/ of this report introduced E. P. Thompson, the
British " Marxist historian " who heads the European Nu
clear Disarmament ( END ) group, European arm of the
World Disarmament Conference, headed by Lord Fenner
Brock way, the Fabian Society and Tavistock-linkedfoun
der of the old Independent Labour Party in Britain and a
leading "agent-handler" for British intelligence net works
in Socialist International and Communist International
( Comintern) circles from the 1 920s through the 1 960s.
E. P. Thompson, an expert on the history ofJacobinism
and the " Luddite " machine-breaker movements of the 1 8 th
and 1 9th centuries. is himself a shared asset of British
intelligence and the KGB, in the Brock way tradition.
As soon as it became evident that Ronald Reagan would
be the next A merican Presiden t, Thompson was deployed
to the United States to aid the World Council of Churches
net works to get the new "peace movemen t " off the ground.
In this third part of our report . we introduce Thompson in
terms ofhis special role in extending the "peace movement "
into the East bloc and the Soviet Union itself

" The new movement intends to exact a price from the
Soviet Union as well," declared Thompson in the June
1 980 New Left Review. "In the first place, this price must
be the withdrawal o f the M S-20 missile and other medi
um-range weapons from Europe, and the opening up of
East European nations to m uch greater fl uency of ex
change. We mean to dissolve that arbitrary ideological
frontier in the course of-and as one of our obj ectives
of-our common action for peace. We will not accept the
'peace-lo ving' bona fides of countries who expel philos
ophers . . . . M aybe in 1 982 or 1 983, we will get together
to pull down the Berlin Wall."
For E. P. Thompson, such threats o f destabilization
are more than rhetoric. H e is intimately c()nnected to the
"solidarist" networks in the East bloc, and to those
Anglican, Jesuit, and Soviet KGB elements immediately
behind the Polish destabilization.
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Thompson is an agent of the Anglican Church hier
archy, those figures ranking above the Archbishop of
Canterbury within the immediate household of the
Queen who were responsible for the deployment of
"Kim" Philby and British intelligence "triples" Guy
Burgess and Donald M acLean into high-ranking posi
tions in the Soviet intelligence services. These were not
"defections," but the guarantors of an alliance-a virtual
"exchange program"-between a certain faction of the
KGB and the British aristocracy for shared "world-fed
eralist" goals. Hence the fact that the "fourth man"
recently discovered in connection with the Philby-Bur
gess-M aclean affair was Sir Anthony Blunt, curator of
art in the Queen's Household.
Among the leading sponsors of Lord Brockway's
World Disarmament Campaign is Lord Trefgarne, lord
in-waiting to the Queen's Household, who endorsed
Brockway and Thompson's END (European N uclear
Disarmament) operations in the House of Lords on Dec.
23, 1 980. His stepfather, Commodore Anthony Tisswill
Courtney, was trained as an interpreter in Bessarabia
(Romania) before and during the Second World War,
subsequently cultivating strong ties to Soviet intelligence
from his top post in British naval intelligence after the
war. Lord Trefgarne's superior, Sir Peter Ashmore, mas
ter of Her Majesty's Household, is the son of Tamara
Vasilevna Shutt of Petrograd and was chief o f Allied
Staff, NATO naval headquarters, prior to his 1 973 pro
motion to the monarchy's immediate service. His brother
Sir E. B. Ashmore, also worked in naval intelligence
during World War I I , and from 1 946 to 1 947 served as
assistant attache in the British embassy in Moscow.
Like Philby himself, E. P. Thompson was recruited
into the Communist Party (by British intelligence) at
Cambridge University, home of the "Apostles"-includ
ing Philby, M aclean, Burgess, and Blunt. His older
brother Frank Thompson was recruited at Oxford, to
gether with Robert Conquest, Phi lip Toynbee, Denis
Healey, and Iris Murdoch . M urdoch , for example, re
mains in close touch with Thompson, is a prominent
member of the Aristotle Society (formerly headed by
Lord Bertrand Russell) which has close ties to Czech and
Polish dissidents, and is also a prominent member of the
Arts Council of Great Britain-a leading agency in
prom oti ng the Polish uprisings (see EIR, Sept. 1 6, 1 980).
During World War I I , E. P. Thompson worked in the
Balkans, staying in Yugoslavia under Fitzroy M aclean's
supervision until 1 947.
Next, return ing to Cambridge, he received a degree
in history and became very active in the Comm unist
Party of G reat Britain as a "theoretician," maintaining
his party mem bership until 1 956. His wife reports that he
is in touch with "old partisan friends" in Bulgaria, whom
he visited in January 1 980. Describing his 1 950s and
1 960s work, he has reported: "We maintain close con46
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tacts with dissidents in the Soviet Union ."
I n 1 968, Thompson' s book The Making of the English
Working Class was published by Penguin Press, a house
controlled by the Arts Council of Great Britain . Having
been put through nine editions, it portrays "class strug
gle" in England in terms of contradiction between the
interests of the labor movement and technological prog
ress. The book's celebration of Jacobins and the Luddite
"machine-breakers" movement provided a synthetic
"left" ideology of the sort now forming the "technology
causes-war" disarmament movement.
Thompson's ideological productions on this score
have been explicitly endorsed by KGB elements in the
East bloc, elements known to be collaborating with both
the environmentalist and "antiwar" movements in the
West. Jiirgen K uczinski, who has known E. P. Thomp
son for years, wrote favorably of Thompson's work in
his book The Rise of the Working Class. published in
East Germany, where K uczinski now resides. "Thomp
son," he wrote, "who has recently made a new and
detailed study of the Luddites, rightly draws attention to
the fact that they were by no means only concerned wit h
those directly threatened by the machine. The machine
was a symbol of the new era, hated in principle by all
classes and strata who did not have industrial capital at
their disposal. The nontechnical minds, particularly the
poets, hated machinery . . . . Wherever the machine was
introduced into the system of production, there were
violent reactions against it."
Kuczinski, who argues that the "West is faced with
inevitable decline" and "everything done to assist that
process is necessary," is one of the leading "solidarists"
of East Germany-an asset of the KG B circles allied to
Boris Ponomarev whose associates have endorsed the
Global 2000 policy of world popUlation reduction, and
are known to collaborate with the Club of Rome and
other environmentalist operations in the West. It was
Kuczinski-KGB circles i n East Germany that deployed
that nation's leading environmentalist, Rudi Bahro, into
West Germany to work with the Green Party-a radical
West German antin uclear organization that is also a
leading component of E . P. Thompson's EN D operation .
The deployment was undertaken with Thompson's
evident solicitation . At a seminar of Rev. William Sloane
Coffin's Riverside Disarmament Project in December
1 980, Thompson reported: " E N D is a European dimen
sion to what in Bertie' s [ Lord Russell's] days . . . was
Total N uclear Disarmament . . . across Europe, East and
West. . " We got support from the Bertrand Russell
Peace Foundation . . . from G unnar and Alva Myrdal in
Sweden . . . from Roy M edvedev in M oscow . . . from
Rudi Bahro, now working with the Green Party in West
Germany . "
Last m o n t h , Thompson and his K G B contacts organ
ized a fi rst "experiment" in extending their "greenie
EIR
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peace movement" into the East bloc, choosing Poland as
the location . Some 2,000 bearded Polish youths conduct
ed a march in order to link the cause of "disarmament"
with the cause of the Solidarity trade union generally .
Although nervous Solidarity leaders successfully pre
vented the march from passing through the streets of
Wroclaw in Silesia, the youths gathered in a park to
listen to short speeches and " Polish j azz-rock. "
"My unequivocal commitment t o this cause of hu
man rights in Eastern Europe goes back for only 25
years," Thompson told the Riverside seminar last De
cember. "And the Bertrand Russell Peace Foundation,
which has been at the center for distribution of the END
Appeal and correspondence throughout Europe, has
repeatedly supported , through publications, meetings
and petitions, the cause of Soviet and Eastern European
dissidents, and of Charter 77 [Czechoslovak dissident
organization] in particular."
Thompson has just returned from an "organizing
tour" of the East bloc, including Poland, Czechoslova
kia, and Bulgaria. In a recent issue of New Statesman. he
wrote a response to a "letter from a Czech dissident" :
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I am an antistatist: I do not trust state power. What
matters most are not the stereotypes of "left" and
"right," but the active democratic values and re
spect for persons and for human rights . . . . My
quarrel with you [" Dear Czech dissident"] is j ust
this . You are a libertarian and antistatist, b ut only
on your side of the world. I ask you to extend your
antistatism a little further, and to show less confi
dence in the states of the West .
Either we will burn together, East and West, or
we must reverse the inexorable thrust towards war.
And we can do that only by making Europe whole
once more . . . . The youth of both halves of Europe
. . . must be brought together in solidarity and
fusion-autonomous, democratic and antimilitar
ist . . . to prevent the logic of militarism from
reaching its ultimate consummation . . : . If this
presence should assert itself, then the very para
meters of Cold War politics which have endured
for over 30 years would be transformed . Small
nations could reassume autonomy and new spaces
for social experiment would open up.
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net works. These are the same factions that have drafted
and promoted the Global 2000 doctrine of depopulation .
and vie w disarmament as a tool for technology restriction .

EIR

June 2, 1 98 1

International

47

Dateline Mexico

by Josefina Menendez

Mitterrand's socialist friends in Mexico
The French elections have increased the pressure from the left
on President Lopez Portillo.

Mexico's

politicians and jour
nalists all closely followed the re
cent French elections. Ever since
General Charles de Gaulle's histor
ic 1964 trip to this country, and his
public pronouncement of a "politi
cal alliance" between the two na
tions, Mexico and France have had
close political and economic ties .
The relationship matured during
the j oint presidencies of Lopez Por
tillo and his old friend, Valery Gis
card d' Estaing.
The Mitterrand victory in
France has shattered that alliance.
Not only is the political entente
now a thing of the past, b ut even
France's role in M exico as a reliable
economic partner is threatened, es
pecially with Mitterrand's decision
to wind down France's nuclear en
ergy program-an area in which
the two countries were beginning to
work together.
But Lopez Portillo's personal
sentiments aside, the fact o f the
matter is that some political forces
in Mexico had an important part in
the international campaign to top
ple Giscard. Newspapers like Ex
celsior and Uno mas Uno , for in
stance, ran story after story attack
ing Giscard as a right-winger. Uno
mas Uno's queerest columnist, Juan
Maria Alponte, specialized in de
nouncing the French president as a
"monarchist" and a would-be
"king." ("That's only because Al
ponte prefers queens," one irrever
ent wit explained to us) .
On .the government level, the
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anti-Giscard campaign was run o ut
of the stronghold of the Socialist
International in M exico, the For
eign Ministry itself. Foreign M inis
ter Jorge Castaneda personally led
the pro-Mitterrand charge.
With the French electoral re
turns barely in, Castaneda b roke all
protocol by rushing to announce to
the press Mexico's pleasure with the
results-before President Lopez
Portillo could utter a word . Casta
neda regaled Mitterrand with
praise, calling him "an outstanding
statesman." And he declared that
Mitterrand' s rise to power would
contribute to the victory of the So
cialist International-controlled in
surrectionary forces in Central
America.
Mexico's media correctly read
this as yet another Castaneda en
dorsement of the cause of violent
revolution south of Mexico's bor
der-executed, as usual, through a
political end-run around his own
president.
Lopez Portillo, unfortunately,
chose not to contradict his foreign
minister in his own subsequent re
marks to the press, and expressed
his desire that Mexican- French re
lations remain on good terms. He
added that Mitterrand's victory
would aid the struggle for democ
racy in Central America .
Public proclamations aside, the
Mexican president is k nown to hold
great personal respect for Giscard's
statesmanship.
But with Castaneda k icking the

door open to the Socialist Interna
tional in M exico, and Lopez Portil
lo refusing to slam it shut, Mexico's
closet social . dem ocrats jumped at
the golden opportunity . A lejandro
Sobarzo , the chairman of the
House of Representatives' foreign
affairs comittee and a top PRI party
official, spoke of "the affinity of the
PRI's principles with those of the
Social Democracy."
Socialist allies within the PRI
have for nearly a decade tried-un
successfully-to get the Mexican
party to officially affiliate itself with
the Socialist I nternational.
With Mexico's socialists on the
move, politicians in Mexico City
watched closely this week to see
how Javier Garcia Paniagua, the
new head of the PRI, would handle
his first test as head of the
COPPAL. The COPPAL, or Con
ference of Latin A merican Political
Parties, was pulled together from
among the continent's social-dem
ocratic and other "progressive"
parties by the previous head of the
PRI, Gustavo Carvajal, a known
sympathizer of the Socialist cause.
At the COPPA L meeting in
Santo Domingo, Garcia Paniagua
chose to roll with the punches. He
endorsed the final resolution sup
porting Mitterrand's victory and
expressing support for the "peo
ples' struggles" in El Salvador and
Guatemala. B ut in his own re
marks, the new PRI head stuck
closely to repeating Mexico's tradi
tional policy of calling for nonin
tervention and self-determination .
He provided no support for the
Central American leftist guerrillas.
Whether or not Lopez Portillo
will be able to hold to this more
moderate course in the face of the
renewed Socialist drive remains to
be seen.
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Middle East Report

by Robert Dreyfuss

Superpower entente or a 'new Yalta'?

'
cording to this plan , carving up
Lebanon would preci pitate a po lar
Potential U. S. -Soviet cooperation for a lasting peace is up
izatio n o f the Arab world between
against a 'spheres of influence ' drive.
U . S . and Soviet aBies, setting the
preco nditions for what h as been
caIled a " n ew Yalta" agreement be
tween the superpowers over the
Mideast .
Israel's Menachem Begin and
resi dent Ronald Reagan over into future peace talks, to ensure
rode his foreign policy team this th at any general Arab-Israeli Libya's Colonel Qaddafi a re princi
agreem ent i s a lasting one.
pal fig ures in th is H aig- K G B ploy.
week by personaIly interveni ng in
H u ssei n began a tour this week Begin's Nazi-like dri ve in to Leba
the Lebanese crisis. I n so doing,
Reagan has solicited the coopera of Persian Gulf Arab states, includ non and Qaddafi's backing for
tio n o f M oscow to avoi d a ful l-scale i ng Saudi Arabia, in prep a ration guerri lla resistance to I srael (in
for his M o scow trip . H is brother, cludin g l ur in g Syria i n to t h e Libyan
Arab- Israeli war over Lebanon .
Prince H assan, last week addressed camp) are creating th e conditions
Washington sources report th at
underlyi ng the superpower cooper the I nstitut Fran�ais des Relations ror a Lebanese blowout and eventu
Internationales i n Paris, where he a l partitio n .
ation to stabi lize Lebanon is a more
Over th e last t w o weeks, Sh i
subtle process of m aneuvering for a reiterated R iyadh' s argument th at
long-term stability for the M i deast m o n Peres, Begi n 's opposing can
new ro und o f negotiations to re
necessitates a solution to th e Pales didate i n the June elections, and
so lve the longstan ding Arab- Israeli
conflict . The q uesti on is whether ti ni an problem . Further, H a ssan Peres's supporters , h ave been de
Reagan and B rezhnev can extend repeated Jordan's endorsement of n o u ncing Begin for fueling the Le
Brezhnev's call as being the most banese crisis as a campaign ploy.
their collaboration to reach a con
sensus on the form of future M id effective framework for th e Pales This week, Peres demanded that he,
Abba Eban, Yitzhak Rabin, and
tinian p ro blem .
east peace ta lks.
The a i1 nou ncement this week
According to Leba nese so urces, Generals B ar- Lev and Gur for m a
that K ing H ussein of J ordan wil l U . S . Secretary of State Alexander five-m an com m ittee to for m u late a
make his long-delayed visit t o Mos H aig "was furious" t hat President bipartisan policy toward Lebanon .
cow this month is one indication Reagan took over management of Begin h as not responded.
But the pressure on Begin to
that, as intelligence sources report, the Lebanese crisis . Late last week,
both superpowers are p utti ng out when it was apparent that W hite temper his stance toward Lebanon
diplomatic feelers that could lead to Ho use M i deast envoy Philip H abib seems to h ave been fruitful, as Be
cooperation on M ideast policy.
was making l it tle headway in stav gin caI led a n u nusual m id-week
Jordan, a strong U .S . ally, was ing o ff an Israel-Syria war, Reagan cabinet meeting, telling the press
the first A rab cou ntry to officiaIly invited t wo M iddle East leaders to ' I ater th at "we won't start a war, and
endorse B rezh nev's call earlier thi s the White H ouse for consultations. we don't want war."
As for the pro-detente B rezhnev
year fo r an i nternational conference Bashir Gem ayel , a leader o f the
on the M ideast . K uwait, w hich also Leba nese Falangist sect, and Prin ce faction, Soviet C o m m u nist Party
endorsed the Brezhnev call, sent a Turki al-Faisal, head o f Saudi in tel i nformati on chief Leoni d Zamyatin
high- level delegation to co n fer with ligence, a rrived i n W ashington for was recently quoted i n the K uwaiti
press as saying that detente is not
Soviet leaders th is month .
talks within 24 hours .
Arab sources reveal th at the
H aig was o u traged at Reagan ' s Yalta; Zamyati n then condemned a
K uwaiti team had the nod fro m in itiative beca use the President ef Ya lta approach .
Saudi A rabia, which has no official fectively got in the way o f a plan
Arab sources report t h at a "new
relations with the U . S . S . R . The tra H aig and certai n elements in the Yalta" would foment further M id
ditionally conservative Saudis are Soviet K G B had cooked up to par east in stability to preven t Reagan
said to be open to the idea that the tition Lebanon between I s rael and and Brezh nev fro m solidi fying d e
Soviet U nion sho uld be brought Syria foIlowing a limited war. A c- tente.
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Mexican spokesmen blast
high interest rates
The head of the M exican Confederation
o f Small Farm Owners, Salomon Faz
Sanchez, in a M ay 21 statement widely
covered by the M exican press, accused
high interest rates of decapitalizing M ex
ico' s agriculture . In order to counter the
40 percent rates farmers now pay t o pri
vate bankers, Faz Sanchez called on the
govern ment to give the state agriculture
ban k , Banrural, a monopoly on farming
and cattleraising credits at lower rates.
On M ay 20, the economic adviser to
the Confederation of M exican Workers
(CTM), Alfonso Reyes M edrano, also
condem ned the high interest-rate policy
recently anno unced by the central bank
of M exico in coordination with the Fed
eral Reserve, cal ling it "absurd." The
policy "coheres with U . S . banking i nter
ests" and " represents one of the m ajor
causes of world inflation," he said .
On M ay 2 1 , the well-read column
"Among Businessmen " warned that the
new wave of interest-rate h i kes "poses a
latent threat to developing countries like
ours," and stated that "the prod uctive
private sector" calls on the government
"to effectively promote priority sectors"
of Mexico' s economy.

Coverup on papal
assassination attempt ?
Several I talian i nvestigators of the at
tempt to m urder Pope John Paul II be
l ieve they are co nfronted with a second
conspiracy, acco rding to a report in the
Diario de las Americas: an effort by other
investigators to claim that Mehmet Ali
Agca is a " l one assass i n . "
T h e Frankfurter Allgemeine Zeitung
raised the s!tm e question on M ay 1 9,
posing the investigation from the stand
point of an international conspiracy,
then asking whether a coverup will occur
as it did in the case o f the assassination of
President Kennedy .
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Consultation among European inte
rior ministers thus far appears to have a
narrow focus on the role of the neofascist
Turkish G rey Wolves group. The chief of
the Rome coun terterror forces, Alfredo
Lazzarini-himsi:lf recently a leading
speaker at a conference sponsored by
terrorist sympathizer Cherif Bassiouni
has been wi dely publicized as terming an
international co nspiracy "a very, very
remote possibility . " Other I talian au
thorities, however, are pursuing evidence
that Agca had links to non-Turkish Eu
ropean terrorist s . I t has also been report
ed that the letter sent to I talian President
San dro Pertin i by King H assan o f Mo
rocco, a letter documenting the L i byan
involvement in the assassination attem p t ,
also documented t h e r o l e o f t h e I talian
Socialist Party . According to sources
close to Perti n i , who is a Socia list, he h as
si nce lost the letter.

German monetarists
boost Global 2000
The thi n k tan k of West Germany's F ree
Democratic Party ( F P D ) spon sored a
two-day conference May 1 9-20 on the
C arter administration's Global 2 000 R e
port . in the fi rst m ajor public campaign
around this document to occur in Eu
rope. The event was organ ized by H elga
Schuchardt, an F D P leader and propo
nent of euthanasia, who recently ad
dressed the New York Co uncil on For
eign Relations and pressed the Reagan
admin istration to drop its resistance to
Global 2000.
At the conference, held i n Bonn,
Schuchardt demanded that N A TO cal l a
summit meeting to deal with Third
World q uestions. The con ference was
also addressed by Interior M i n i ster Ger
hard Baum , who attacked the Un ited
States for neglect ing enviro n m ental pro
tection, and by Rudiger von Wechmar,
am bassador to the U . N . and a Bil derberg
Society m em ber, who cal led for pressure
on the U . S . to prom ote " Third World
developmen t , "
Brandt
C o m m ission
sty le. The event was sponsored by the

party's think tank, the Friedrich Nau
mann Foundatio n .

Peccei and Poehl attack
national sovereignty
Club of Rome International chief Aure
lio Peccei was the keynote speaker M ay
1 9 at a conference of the World Congress
o f Savings Banks in West Berli n . Peccei
stated that the N o rth-So uth summit
m eeting this October in M exico City
should mark "the end of the era of na
tional politics which is leading to the
balkanization of the world , and the start
of an era of regionally and globally co
ordinated policies that can bring the
world solidarity and salvati o n . "
Preceding Peccei' s address, West
German central bank chief Karl-Otto
Poehl-an ally o f Paul Volcker i n pro
m oting the fo rmula that national gov
ernments must relinquish control of
credit policy to "in dependent" central
bank s-gave a speech to the con ference
endorsing Volcker's high in terest-rate
policy, a policy that is accelerating the
eli mination of " useless eaters" by pre
cluding economic development .

Schmidt destabilization
gains momentum
On several fronts, the Social Democratic
Free Dem ocratic coalition government
of West Germ a n C hancel lor Helmut
Schmidt i s curren tly the target of desta
bi lizing operatio n s . Schmidt's economics
mini ster , Otto von Lambsdorff, has been
b rought before a tribunal for tax evasi on;
although Lambsdorff is a " free enterpris
er" and no factional a l l y of Schmidt, his
rem oval through a watergate scandal
would unsettle the cabinet and strength
en the zero-g rowth forces in the Free
Dem ocratic Party, where Interi or M i n is
ter Gerhard Baum is bidding to i ncrease
his own power.
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Briefly
The state of Hessen , ruled by the last
remaining SPD-FDP coalition on the
state level in West Germany, i s ridden
with disputes over a replacement for
FDP Economics Minister Heinz Herbert
Karry, who was assassin ated on M ay I I .
The Hessen administration of Schmidt
ally H olger Borner could fal l .
T h e executive committees o f the
youth groups of the SPD and FDP have
met to plan the transformation of their
parties into adj u ncts of the peace and
environmentalist movements. The left
wing of the SPD has become openly
"Aquarian" : SPD General M an ager Pe
ter Glotz, in an i nterview with Stern m ag
azine appearing May 2 1 , stated that the
M i tterrand victory i n France i s the fi rst
hopeful counter to the West's "neocon
servative wave , " and asserted that the
problem with the SPD is that it is no
longer the party of "the subculture," but
"made the big mistake o f escaping into
society . "
Meanwhile, industrialist Otto Wolff
von Amerongen told Quick m agazine
that un less Germany raises interest rates,
the Saudi loan to Germany would fal l
through .

Italian scandals point
to terror networks
The head of M ilan's Banco A mbrosi ano,
Roberto Calvi, was arrested M ay 20 on
charges of running a capital flight oper
ation, along with M ario Valeri M anera,
a top Venetian ban ker, and six others.
The arrests in tersect a larger scandal: the
May 20 publication o f the names of the
900 mem bers of the top-secret Loggia P2 of the Scottish Rite Freemasons in
I taly, a list seized i n M arch 1 9 8 1 at the
villa of Italian ban ker and Calvi protec
tor Licio Gelli .
An other mem ber of the Loggia P-2 is
Vito Micelli, an M S I (neo- Fascist Italian
Social M ovement) parliamentarian and
former head of the Italian SID intelli
gence agency, who was implicated in the
1 975 Rosa dei Venti coup plot and who
had helped bring M uammar Qaddafi to
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power i n Libya. Further na mes incl ude
M S I deputy M ario Tedeschi, p ublisher
o f II Borghese, a center of Le Cercle
V i olet, several m i nisters o f the PSI gov
ernment, and several secret servi ce offi
cials. R u m ors are mo unting that the Ital
ian go vern ment will fal l .
Roberto Calvi had recently bought
40 percent of the prestigi ous newspa per
Corriere della Sera, which is co-owned by
I talian Playboy magazine p ublisher An
gelo R izzo li, another member o f the
Loggia P-2. Calvi has been accused of
aiding the terro rist groups Prima Li nea
and the Red Brigades , and o f involve
ment in the assassinati o n o f J udge Al les
sandri n i , who was investigating Red Bri
gades leader Toni Negri befo re he was
murdered by the Pri m a Linea.

Socialists announce
guerrilla brigade
"We have put a dozen men forged in
combat at the disposal o f the Faribundo
M arti Liberation Front [ E I Salvador's
guerrilla force] who can join their force
withi n a m atter of days , " Panamanian
Social Democrat H ugo Spadafora an
n o unced at a M a y 17 p ress conference i n
Mexico City. " I f w e w a i t weeks, o u r
forces c a n b e h u n dreds o f men, and if it is
a question o f m onths, thousands. Our
only condition is that one week after our
triumph, we are released fro m service to
fight elsewhere o n the conti nent . "
Spadafora, t h e former Panamanian
vice-minister o f health who quit two
years ago to fight with the Sandinistas in
Nicaragua, had j ust visited Libya and is
now traveling in Europe o n beh alf of
what he calls the Simon B o livar Brigades .
',' The Socialist I n ternational is the natu
ral ally o f this idea , " he told the press. " I
a m a Panamanian Social Democrat and
men like Willy Brandt . . . support the
brigades . " Bearing the name of one o f
t h e leading "black n obility" fam i lies i n
Italy, Spadafora is a fo rmer member o f
t h e Italian Socialist Party .
The U . S . Dem ocratic Socialist Or
ganizing C o m m ittee supports the effort.

• J A P A N 'S anti-Soviet sancti o n s
appear to be q uietly d w i n d l i n g fo l
lowing the resignation o f Foreign
M i n ister M asayoshi Ito. The Jap
anese Export- I m port Ban k ap
proved a $500 m i l l i o n loan for ex
port o f 500,000 tons of stee l pipe
line to be used in the U . S . S . R .
natural gas project with Western
Europe. It i s to be fo llowed up by
at least another 7 50,000 tons early
next year. Ito had blocked such
Exim loan s .
• E D W A R D S E A G A , i n a three
page statement circulated by the
Jama ican em bassy i n Washi ngton ,
eulogizes t h e late reggae si nger
Bob M a rley, who d issemin ated the
drug culture internationally, as
"an o utstanding example to ghetto
youth [whose] i n fl uence o n chil
dren was profound" and as " a
g i a n t am ong m usicians a n d men . "
• PHILIP H A BIB, i n h i s sh uttle
diplomacy, i s seeking a de facto
partition of Leba non, concl ude in
telligence sources , involving the
Litani R iver "red line" devised by
H en ry Ki ssinger.
• H ENRY KISSI N G E R sh owed
his enthusiasm for social demo
crats i n a recent Swedish television
i n terview, and also h i s wish that
"on strictly national security
grounds" the U . S . could support
Pol Pot i n Cambodia. Jeane Kirk 
patrick and Helmut Sonnenfeldt
have also declared that they wel
come the Socialist victory in
France .
• ERN ESTO SAM PER Pizano,
president o f Colombia's National
A ssociation o f Financial Institu
tions (A N I F) , has been disowned
by his grandmother after she
learned that the Vatican is consid- '
ering an Antidrug Coalition re
quest to excom m u n i cate Samper
for his " u n-Christian" views fa
voring legalization of m arij uana.
A N I F so urces also say Samper's
maid quit because "she didn't want
to work for an atheist . "
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The Kissinger game plan
for dumping Reagan
by Nancy Spannaus . Contributing Editor

The recent treachero us activities of former U . S . Secretary
of State H en ry K i ssinger and the current occupant o f
that o ffice . A l exander H aig, are the s ubj ect of a specia l
emergen cy bul letin now being ci rculated in Washi n gto n ,
D . C . b y the N ational Democratic Policy Comm ittee.
The bul leti n , aut hored by the co m m i ttee's advi sory co u n 
cil chairman L y n d o n H . L a Rouche, J r . o n M ay 1 6, warns
that these men , worki ng hand i n g l o ve with Federal
Reserve Chairman Pa u l A. Volcker. the British Fabian
Society operatives i n the adm i n istratio n , the B ritish and
Dutch royal fam i l ies, and the So viet KGB, now believe
they have achieved the con diti ons for e l i m i nating Presi
dent Ronald Reagan by a u t u m n o f this yea r .
La Rouche's release relies
heavily on the discussions bot h
he and N D Pe ch airman War
ren H a merman have had with
the h i ghest- level po l i tical cir
cles i n F r a n ce, Italy, West Ger
m a n y , and Sweden over the
past several weeks. The i n fo r
m a t i o n gathered from thi s dis
cussi on is corrobo rated by
cross-chec k s carried out in the
Lyndon H . L a R ollche. Jr.
U n i ted Sta tes w i t h key figures
in the Reaga n adm i n istrat i o n a n d i n te l l igence co m m u
nity .
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The gameplan Kissinger a n d H aig a re operating o n ,
L a R ouche states, i s the s a m e o n e that was m a d e public
last Dec. 5 i n Was hi n gt o n , D . C . by t he Socialist I n ter
natio nal . What the Brandt crew said openly there i n 
volved a two-phase operat i o n : I ) " H o overize" President
Reagan by getti ng h i m to capitulate to the " i n depen
dence" o f V o lcker's Federal Reserve credit strangulation
policy; and 2) esca late urban riots and other civil disturb
ances in the con ditions o f stress caused by the " H ooveri
zati o n . "
As La Rouche points out,
the fi rst p hase o f the Soci a list
I n ternational scen ario has vir
tually been carried o u t . Al
ready the secon d phase, com
plete with esca lated terror
bom bings by Puerto R i can ter
rorist groups and police m ur
ders by a res urrected Black
L i beration Army, i s u nder way.
B ut the additional com ponent
Hen r I ' Kissinger
of thi s chaos creation-w hich
was n ot openly d isclosed at the Socialist I n ternational
co n ference- i s the partici pation o f the Libyans and other
a l l ies o f the Socia list I n ternati o n a l i n p rovo k i n g a wa ve
of I t a l i an-style i n tern ational terro rism withi n t t he U . S .
I t w a s t h i s n e x u s , La R o uche u n derlines, that was
EIR
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responsible for the attempted assassination of President
Reagan . Yet these are the very groupings K issinger and
Haig are working to bolster internationally. Although
Haig may not be consciously complicit i n the assassin a- .
tion plot against Reagan , he and his crony Kissinger are
the ones who stand to gain free rein for their Global 2000
genocide policy if President Reagan is killed. The situa
tion is urgent, LaRouche emphasizes, because "the same
behind-the-scenes murderers will almost certainly try
again."
Especially dangerous is President Reagan's upcom
ing trip to the Ottawa summit, because of the Canadian
government's complicity in helping to set up the previous
assassination attempt.
"We are pessimistic," about the American popula
tion's likelihood of acting to stop these dangers, Mr.
LaRouche continues, because most citizens persist in
being "so narrowly preoccupied with short-term issues
that they refuse to think through the consequences o f this
or that policy for their entire nation . . . . Only something
close to a miracle might save the United States."
The Haig-Kissinger deals

According to abundant information often indepen
dently volunteered by leading circles in France and Italy
in particular, and rigorously cross-checked, both Haig
and Kissinger have been knowingly collaborating with
the Soviet KGB, Libya's terrorist-backing Colonel Qad
dafi, and Willy Brandt's Socialist International in order
to bring the Socialist International's Craxi and Mitter
rand to power in Italy and France respectively .
In the case of Italy, La�..
�" �-' ic..
Ro uche reports, Haig and K is
singer are continuing the near
treasonous activity of the Car
ter administration and its ital
ambassador
Richard
ian
Gardner. Undeterred by the
fact that Bettino Craxi is being
touted in the Italian press as
the "new Mussolini," that he
./ is closely allied with Libya,
Bellino Craxi
and that his Socialist Party has
been regularly revealed in the front pages of the Italian
press to be the leading political connection to terrorism,
Haig is working to tilt the balance for Craxi. And this
despite the fact that U . S . administrations before Carter
always lent their support to the Christian Democratic
mainstream conservatives, and that the Socialist Party
only represents 1 0 percent of the Italian popular vote !
I n LaRouche's words: " Leading circles i n Italy
agree: the pressure for putting Craxi into power from
Haig is as bad as the pressure in support of Craxi from
the Soviet KGB. They a lso insist that the pressures in
support of Craxi from H aig are far worse than any
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suffered under Carter's Richard Gardner and Cyrus
Vance."
Virtually the same circles who are working with
Haig in Italy-plus I srael's Prime Minister Begin, mem
bers of Arnaud de Borchgrave and Robert Moss's Le
Cercle Violet; and British Secret Intelligence-have
already been successful in bringing Socialist Interna
tional standardbearer Francois M itterrand to power in
France. LaRouche points out that the defeat of Giscard
was the only way that H aig could have restored his
waning influence in the Reagan administration, and
now will tend to precipitate a whole wave of Socialist
International takeovers in Europe (see box).
One of the most important consequences of these
deals, LaRouche emphasizes, is the weakening of the
Brezhnev faction in Moscow, which heavily based its
foreign policy on the possibility of economic deals with
the West, particularly Western Europe. At the same
time, the defeat of Giscard who had close personal ties
to Brezhnev, and the possible similar fate for the
Schmidt government, weakened President Reagan' s
h a n d in dealing with M oscow .
"That brings Kissinger' s
cronies in M oscow, Suslov and
Ponomarev, into relatively
dominant power in M oscow,"
LaRouche concludes. Since
these Politburo members are
noted for their class struggle,
"anti-imperialist" and autark
ical approach to Soviet foreign
relations, "the stage is set for.
U .S.A.- U . S . S . R .
confrontaDonald R egan
tions, chiefly in either the Middle East, in Poland, or both. "
The plot against Schmidt

There is a two-phase gameplan that is being fol
lowed by H aig and Kissinger in order to topple chief
Reagan and U . S . ally Helmut Schmidt, LaRouche
reports. And "if President Reagan loses Schmidt, the
President's position will become almost impossible."
The first phase involves at
tempts to sabotage Reagan
Schmidt discussion of mone
tary policies-a sabotage in
which former Federal Reserve
chief Arthur Burns is playing
a leading part, according to
his own volunteered declara
tions. Burns, along with Treas
ury Secretary Donald Regan,
Pa ul Volcker, and other leadA rthur Burns
ing monetarists in the admin
istration, have told the President that he should, in
National
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substance i f not i n fo rm , rej ect C h a n ce l l o r Sch m i d t ' s
p r o p o s a l fo r i n te rest-rate d i s a r m a m e n t . T h e i r reaso n i n g
i s t h a t h i gh i n t e rest rates a re p r es u m a b l y i n d i s p e n s a b l e
t o " fi g h t i n fl a ti o n , " a n d t h a t t h e desta b i l i z i n g effects o f
t h ese r a t e s o n West G e r m a n y ' s cu rrency a n d eco n o m y
a r e Sch m i d t ' s o w n " i n te r n a l p r o b l em . "
Y e t , L a R o uche e x p l a i n s , i f Reagan rej ects Sch m i d t ' s
p l a n t o lower i n terest rates, he i s c o n d e m n i ng G e r m a n y
to a recess i o n , a n d Sch m i d t ' s g o vern m e n t to c o l l a p s e .

The Kissinger-Soviet KGB game
T h e o v e ra l l o bj ect o f t h e s e m a neuvers by H aig a n d
h i s o l d c r o n y K i s s i nger i s to e l i m i n a t e a n y a l tern a t i ves
to a series o f m a n aged c o n fr o n t a ti o n s between t h e U . S .
a n d t h e Soviet U n i o n t h a t

w

i l l a l l o w t h e p r oj ected death

of b i l l i o n s under t h e G l o b a l 2 000 sce n a ri o t o proceed
apace. As L a R o u c h e p o i n ts o u t , both the K i ss i nger
H a i g duo and the P o n o m arev- S u s l o v team are t o t a l ly

Sc h m i d t ' s i n d i s p e n s a b l e strategic r o l e , b e s t e x p ressed b y

com m i t ted to

h i s 1 97 8 2 5 -year eco n o m i c agreem e n t w i t h S o v i e t Presi 

G l o b a l 2000 .

the neo- M althusian world outlook of

d e n t Brezh n e v , w i l l b e l o s t , a n d b o t h East-West a n d

T h e M i d d l e East c o n fl i ct

m o netary i n sta b i l i ti e s acce l erated .

n o w g o i ng on between I srael

T h e seco n d p h ase o f t h e g a m e p l a n aga i n st S c h m i d t

and

Syria p r o v i d e s the m o s t

i n vo lves H a ig d i rect l y . H a i g i s w o r k i ng overt i m e i n

d i rect evidence o f s uch c o l l u 

o r d e r t o p u s h W e s t G e r m a n y t o u p i ts fi n a n c i a l co m 

sion .

m i t m e n t to N ATO, a co m m i tm e n t Sch m i d t c a n n o t meet

Rouche

partic u l a r l y under t h e c i r c u m s t a n ces o f V o l c k e r ' s eco

this

situation,

asser t s ,

both

La
"the

Q a d d a fi o f I srae l , " M en achem

n o m i c w a r fare . U n d e r these co n d i t i o n s Sch m i d t w i l l be
trap ped by t h e B ra n d t / E p p l e r " d i s a r m a m e n t " w i n g o f
t h e S o c i a l Democratic Party, i n to h a v i ng to o p p ose t h e

Beg i n ,

and

Assad

of

Presi d e n t
Syria

H a fez

desperately

wish to h ave a c o n t r o l l e d war

m i l i tary b u dget, a n d fo rced to m uster a s h ow d o w n w i t h

with each other

t h e U n i ted S t a t e s . T h e s h o w d o w n i s p re s e n t l y sched u l ed
to occur d u ri n g A ug u st or S e p te m ber, at t h e s a m e t i m e a

In

Philip Habib

in order to

m ai n t a i n t h e i r p o l i t ical power

p o s i ti o n s in t h e i r respecti v e co u n t ries . Henry K i ss i n g e r ' s

w o r l d econ o m i c crunch i n te n s i fi e s .

r a n d in t h e seco n d ro u n d .
•

Haig cronies topple

•

The S o v i e t K G B , So viet I M E M O , a n d Soviet

left- w i n g fac ti o n a l bosses M i kh a i l Suslov and B o ris

Giscard in France

Po n o m a r e v .
•

The following is excerptedfrom the latest bulletin

of the

T h e fri e n d s o f A r n a u d d e Borchgrave i n L e

Ce rcIe V i olet .

National Democratic P olicy Comm ittee, n o w circulat

•

Frien ds o f Fritz K ra e m e r ' s , i n c l u d i ng Jay Love

stone and I r v i n g Brown of Force O uvriere.

ing in Washington. D. C.

•

P r i o r to the recen t F rench e l ecti o n s , most leading

B r i t i s h secret i n telligence.

The

i n veterate

liar

Henry

K issi nger i n fo r m ed

circles around gover n m e n t s a n d h i g h levels o f fi n a n ce

Sw e di s h a u d i e n ce s t h i s week t h a t he m o urned the

i n Europe agreed . H ai g w a s weakened a n d d i scredit

d e feat o f "my good frien d G iscard d ' Estaing . " Then ,

ed- u n less Fran�ois M itterrand defeated President

w h y d i d H e n ry wo r k so h a r d to 'bri ng t h e d e feat about,

G i scard i n France . If M itterrand were electe d , Craxi

s i m u l t a n e o u s to t h e e n t h u s i a s t i c o utb ursts of A lex

w o u l d p r o b a b l y co m e to power i n Italy, O l o f Pal me

a n d e r H a ig?

w o u l d come to power i n Swede n , C h an cel l o r S c h m i d t

M i tterra n d , unless h e is forced to resign , is com m it

w o u l d fa ll i n Germ a n y , a n d t h e res u l t s o f the electi o ns

ted t o n a t i o n a l i zi n g l a rge sect o rs of F re n ch i n d u stry

in the N e t h e r l a n d s w o u l d b ec o m e unspea k a b l e . U n d e r

a

t h i s w a v e o f Soci a l ist I n te r n a ti o n a l victories, H aig' s

and to p r es i d i n g o v e r i nc r ea s i n g c h a o s fo r a p e r i o d o f

i n fl ue n ce w o u l d be restore d .

not l e s s t h a n a p roj ected 1 3 m o n t h s . ( W i t h a parlia

W h o d i d t o p p l e G is c a rd i n F r a n ce?
•

A

flood

p u rc h ase w h ich w i l l b a n k r u p t the French fra n c

m e n t a ry e l ect i o n n o w proj ected fo r J u n e, a n d French

of Q ad d a fi m o ney , largely t h r o ugh

Soci a l i s t I n tern at i o n a l c h a n n e l s , i n s u p p o r t o f b o t h

law preve n t i ng a n o t h e r p a r l i a m e n t a ry e lecti o n fo r

12

m o n th s fo l l o w i n g t h at , i f M i tter r a n d s ucceeds in p u l l

M i tterra n d a n d C h i rac aga i n st G i scard i n the fi rs t

i ng a g o v e r n m e n t o u t o f t h e res u l t s of t h e June e l ec

M itter-

t i o n s , h e w i l l h ave 1 2 m ore m o n t h s to p r o m ote chaos

ro u n d , a n d t o b u y s o m e o f the C h i rac vote fo r
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T h e L i k u d n etwor k s o f I srael's Pri m e M i n ister

M en a c h e m Beg i n .
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old sidekick, Philip Habib, is well qualified to help them
orchestrate it.
As LaRouche says, "Sending Habib to the M iddle
East is li ke sending an arsonist to control the outbreak
of fires."
If the plan goes through, LaRouche continues,
Lebanon will be divided up between the two proxies for
the superpowers in the area, and a Kissinger-anointed
"peace-maker," such as Kissinger friend Olof Palme,
will get credit for bringing the managed war to a
conclusion . The polarization will also spread to the rest
of the Arab world, isolating Iraq and spreading unrest
so as to cut off the possibility of any petrodollar
recycling deals with Europe, such as those recently
pioneered by both former French President Giscard and
Helmut Schmidt with Saudi Arabia.
LaRouche reveals that his intelligence associates
have confirmed a Spotligh t report that President Reagan
personally intervened in order to prevent such a war a
week or so before the assassination attempt against him .
Yet, even though the President was aware that Secretary
of State Haig had acted to promote such a war, he did
not fire him. The danger thus remains.
LaRouche directly addresses the tendency of the

in France and in the world affected by France.)
With the loss of Giscard, the Giscard-Schmidt
collaboration is destroyed, and Schmidt may not sur
vive past September if Haig has his way. This means
that President Reagan has lost the main stabilizing
factor in the world monetary situation as well as losing
his major asset for dealing with Moscow. If President
Reagan were to dump Haig quickly now, these effects
might be offset, if not exactly reversed . Unless the
President dumps Haig now, it is President Reagan
who is caught in an almost impossible strategic situa
tion .
The toppling of Giscard and then (possibly)
Schmidt weakens the Brezhnev faction in Moscow,
while eliminating President Reagan's principal assets
for negotiating with M oscow. That brings Kissinger's
cronies in Moscow, S uslov and Ponomarev, into rela
tively dominant power in Moscow . The stage is set for
U .S.A.-U . S . S . R . confrontations, chiefly in either the
Middle East, or in Poland, or both .
In the replay, or near-replay, of the Cuban Missile
Crisis, Henry Kissinger and company turn up Olof
Palme to provide the safety-valve channel for negoti
ations between Moscow and Washington, by way of
Britain. . . . H enry Kissinger was just in Sweden,
touching up arrangements for this operation in the
wake of Mitterrand's victory in France . . . .
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American population to doubt that H aig and Kissinger
could consciously work to accelerate East-West tensions
in such a way as to guarantee a new depression and war.
The citizen must realize that " H aig, like Kissinger, is a
fanatical neo- Malthusian world federalist," he writes.
"They are both fanatically committed to global-genoci
dal polic�es of the criminal sort outlined in the Carter
administration's Global 2000 Report . As the Club of
Rome and allied 'environmentalist' mass-murderers
have repeated lo udly and consistently, since the issuance
of Meadows and Forrester's fraudulent Limits to
Gro wth , their objective is to reduce the world's popula
tion by about 3 billion below the levels presently
projected (without genocide) for the year 2000 . . . . They
know, as they have stated, that this reduction cannot be
effected, except by increasing the death rate sufficiently
to lower total population by 3 billion . "
Will it work?

LaRouche considers it unlikely that H aig's evil deal
with the Soviet KGB will work out exactly as they have
planned .
The reality is that the Soviet Union has achieved
military superiority within the framewwork of a rough
parity in total strategic capabilities, he says. And that
means that if such "managed confrontations" go out of
control, the Soviets may in fact not sit back and let the
neo-Malthusian game go on .
Such was the plan, LaRouche recalls for the reader,
of the British before World War I and World War I I .
But i t didn't turn out that way.
H aig and Kissinger may
sincerely believe that they will
destroy the Soviet Union be
fore any possible outbreak of
total war through "internal
convulsions." On the other
side, the equally confirmed
neo-M althusians Suslov and
Ponomarev are certain that the
West is destroying itself by the
anti growth monetary policies
Mikhail Suslov
of Paul Volcker, Arthur
Burns, and Milton Friedman .
It so happens that it's the Soviets who are right.
Thus the treacherous activities of Alexander H aig
and H enry Kissinger may not merely be ,d estroying our
allies, strengthening the hand of terrorist supporters in
the Soviet KGB and the Socialist I nternational who
threaten our President, and coordinate with Paul Volck
er in destroying the U . S . and world economy . They may
also result in the destruction of the U . S . by war.
The only insurance against this, as LaRouche con
cludes, would be to rid the Reagan administration of
Haig and Volcker post-haste.
National
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Sen . Sasser kicks off debate on the
Federal Reserve and ' dual rate ' plan
by Vin

Berg

Well-org a n i zed o p p o s i t i o n to Federal R eserve C h a i r m a n

l ize t h e n a t i on ' s p r o d u ct ive r es o u rces fo r m a x i m u m de

P a u l V o l c k e r ' s u s u r i o u s i n terest rates h as e m e rged o n the

p l o y m e n t , a t a t i m e when a n y t h i n g less w o u l d have been

floor o f the U . S . Senate. J am e s Sasser ( D-Ten n . ) and his

n a t i o n a l d i sa s t e r .

cosponsors p r o v o k e d a M ay t 3 debate and vote on a

F ur t h e r , t h e " free m a r ke t " ci ted b y G a m i s i n fact a

reso l u t i o n cal l i n g fo r the Federal Reserve to l o w e r i n ter

m a r k e t t o t a l l y co n t ro l l ed by V o lc k e r ' s i n te rest- rate p o l i 

est r ates , and fo r C o ng ress to revi ew the Federal R e

cy . S a s s e r ' s " t w o-ti e r ed " cred i t s y s t e m p r o p o s a l is i n

serve' s presumed " i n depen d e n ce , "

essence a reco m m e n d a t i o n t h at t h e m a r k et be c o n t r o l l e d

and study the possi

b i l ity o f i nt r o d u c i ng a " two- tiered" c r e d i t system to

i n fav o r o f p r o d ucers . V o l c k er ' s i n terest rates, b y c o n 

ensure credit fo r t h o s e m o s t i n n eed .

t r a s t , h a ve t o t a l l y s t a c k e d t h e m a r k et s i n fav o r o f destruc

The debate- b l ac k e d o ut by t h e U . S . n e w s m e d i a

t ive, specu l a t i ve v e n t ures o f all sorts, w h i l e leav i n g i n d us

came o n l y o n e week a fter a g r o w i n g c o n s t i t ue n c y o rga n

try and agricu l t ure sta rved o f credi t . U n der these c o n d i 

izati o n , the N a ti o n al C o a l i t i o n t o R e d uce I nterest R a te s ,

t i o n s , G a m ' s arg u m e n t fo r a " free m a r k et " wo u ld leave

a n n ou nced that it wo u l d b r i n g fa rmers, b us i n es s m e n ,

the m a r ket t o t a l l y c o n t r o l l e d - b u t b y V o lc k e r .

22

to

G a m also declared: ' ' I ' l l be darned . . . if I want to

dem a n d l o w e r rates and V o l c k er ' s o us t e r . A l t h o ug h the

t a k e away t h e Fed ' s i n d ep e n d e n ce a n d m a k e m o n etary

Sasser reso l ution was defea te d . such pres s u re m a ke s i t

p o l icy

probab le that t h e res o l ut i o n i s o n l y t he fi rst b a t t l e o f a

Presi d en t . "

labor leaders a n d o t h ers t o W a s h i ngto n J u n e

w a r agai n st the Federal Reserve t h a t w i l l c o n t i n u e .
"T h i s b i l l ma k e s a very s i m p l e statem e n t , " s a i d Sasser

a

p o l i t ic a l

deci s i o n

of this

body

or

o f the

I n p o i n t o f fac t , t h e Federal R e serve wa s set up b y
m aj o r N ew Y o r k a n d L o n d o n c o m m e rc i a l b a n k s t o take

1 32 . " I t urges t h e Federal

control o f U . S . cred i t p o l i cy . Garn i s t h e refo r e s u b scrib

Reserve Board , with the s u p p o r t o f C o ngress, to rest rain

i ng to a fla t l y u n c o n s t i t u t i o n a l doctri n e . U n der t h e C o n

the c u r rent level o f i nterest rates a n d seek a lo ng-term

stit ut i o n , C o ngress a n d t h e Pres i d e n t-a n d no o n e e lse

o f h i s Senate Reso l u t i o n

p o l icy o f p r o v i d i ng lower i n terest rates w h i c h w i l l e n s u re

are e m p owered to di rect t h e e co n o m y . C o n g ress created

o u r econ o m i c reco very .

t he Fed

as its designated agent . C o n g ress h a s the power

He a n d other spo k e s m e n , i n t h e c o u rse o f a frequently

t o a b o l i s h i t i m m ed i a t e l y , or t o refo r m i t i m m e d i a te l y a s

rauco u s debate, gave a graphic p i c t u r e o f Federal Re

i t s e e s fit . The Fed h a s n o i n dependen t a u t h o ri ty , b u t

serve pol icy " d eci m at i n g " sector a fter sector o f t h e p r o 

o n l y t h e a u t h o r i t y d e s i g n a t e d t o - o r w i t h d r a w n fro m 

d ucti ve U , S . eco n o m y . O p p o n e n t s , i n c l u d i n g U ta h ' s

t h e Federal R e s e r v e .

J a k e G a m a n d V i rg i n i a ' s H arry B y r d , i ns i s te d t h a t C o n 

B u t the Sasser reso l ut i o n w a s defeated by an a l m o s t

gress, n ot Pa u l V o l c k er, w a s resp o n s i b le fo r i n fl a ti o n ,

so l i d p a r ty - l i n e v o t e o f 5 7 - 3 7 . M an y Rep u b l i ca n s who

citing

o p p o s e t h e i n terest-rate p o l icy v o t ed aga i n st it fo r fea r

govern m e n t

spen d i n g

and

other

s u p pl y - s i de

shibbolet h s .

th a t a " y e s " v o te w o u l d be s e e n a s a n attack o n t he

Senator G a m , spea k i ng i n fa v o r o f t h e " free m a r k e t , "

Reagan a d m i n i st r a t i o n as a w h o le . N evertheless, the

s a i d , " W e n e e d l e s s , n ot m o re , g o v er n m e n t i n t e rv e n t i o n

debate m a r k s the fi rst t i m e that any sig n i fi c a n t n um ber

in the credi t m a rk e t s . A l l o c a t i o n o f c re d i t . . . is co m 

o f sen a t o rs h a s stepped fo rward to c o n fr o n t V o lcker's

pletely u ns a t i s factory w h e n com pared t o a l l o w i n g t h e

m e t h o d of w reck i n g t h e n at i o n ' s i n d u s t r i a l b a s e .

m a rketp l ace to m a k e these d ec i s i o n s . . . . C re d i t a l loca
t i o n h as neve r w o r k ed , and it w i l l not work n o w . "
Yet, fro m the days of Trea s u ry Secretary A le x a n der

S a s ser w o n s u p port fro m v i r t u a l ly e v e r y m o derate
D e m ocrat in t h e c h a m be r . O n l y W i l l i a m P ro x m i re , of
W i s co n s i n and the R o c k e fe l l e r fa m i l y ; Paul T s o n g a s , the

H a m i lt o n , t h rough Presi d e n t L i n co l n ' s term i n t h e C i v i l

M assach usetts u l t r a l i b e r a l e n v i r o n m e n t a l i s t ; and So uth

W a r , to Fran k l i n R o o s e v e l t ' s p re s i d e n c y , t h e govern

e r n c o n s e r v a t i v e s David N i x o n , E r n e s t H o l l i n g s , and

ment h a s t a k e n di rect co n t r o l o f cred i t i n order t o m o b i -

John Sten n i s voted aga i n st S . R .
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Democratic consensus could foreshadow the party's
platform plank on interest rates for the 1 982 congression
al campaigns . And as one Capitol Hill aide commented
when expressing disbelief that the resolution had been
defeated, Volcker's champions were certainly "risking
the wrath of the American voter."
Pressure from the "American voter" is in fact bound
to intensify. Last March, the National Coalition to Re
duce Interest Rates brought 1 50 labor leaders, business
men, and farmers to Washington to lobby against high
interest rates. This June 22, after months of lobbying in
legislators' home districts throughout the country, the
strengthened coalition will be sending busloads of work
ers, auto dealers, homebuilders, farmers and others to
Capitol Hill .
The coalition's broadened support was emphasized
by the early-May announcement that its steering com
mittee had been joined by Lloyd McBride, president of
the 1 .4 million member United Steelworkers of America
(USWA) . The effect of high interest rates on the auto
industry has led to layoffs of more than 1 00,000 steel
workers.

industry. They have crippled the domestic automobile
industry . . . . They have virtually wiped out the ability
of American business to have sound long-range capital
financing plans, j ust at a time when we are attempting
to m odernize the means of production in this country to
make American in dustry more competitive . . . .
So, who is really hurt by high interest rates? It is
homebuilders and home buyers . I t is realtors. It is
people who produce, sell, and buy ' automobiles. It is
small business people . . . . It is farmers when they have
to borrow the money to try to put their crops in the
ground . . . . It is the consumer who foots the bill . . . .
We have this situation because the Federal Reserve
Board has felt that it could control high inflation
through high interest rates, but this policy has simply
not worked .

Sasser : 'a national problem '

This is a very unwise and unsound piece of legisla
tio n . Everyone . . . agrees that interest rates . . . are
having very bad effect on the economy of our n ation. I
do not know of anyone who takes a view different from
that. I agree with the first part of this resolution , which
states that high interest rates, sustained as they have
been since Octo ber 1 979, are having a disastrous impact
on the investment which is needed for future, noninfla
tionary growth . . . .
The problem with this resolution comes when you
get beyond the first part of it. This resolution directs the
COq1mittee on Banking and the Joint Economic Com
m ittee to study the advisability of seeking institutional
reforms in the structure and operation of the Federal
Reserve System. It further calls for an investigation as
to the feasibility of implementing a dual prime rate. It
further m an dates a st udy of the advisability of increased
congressional supervision of policies affecting the na
tion's monetary system . . . .
This could further destabilize the fi nancial markets.
The problem is not with the Federal Reserve System.
The problem is with . . . the accumulated and accelerat
ed defici ts of the federal government.
The Federal Reserve Board-and I am not an
apologist for the Federal Reserve Board-but the Fed
eral Reserve Board has been fighting the battle of
inflation up to this point, at least, single-handedly . . . .
I f we let 5 3 5 mem bers of the Congress become
involved in the operations and deliberations and for
mulation of policy by the Federal Reserve Board, then
if you think this country is in bad shape today, you j ust
wait and see what happens at that point.

The following are excerpts from Sen. James Sasser's
statement May 13 on the Senate floor.

The resolution makes a very simple statement. I t
urges the Federal Reserve Board, with the support o f
the Congress, t o restrain the current level of interest
rates and seek a long-term policy of providing lower
interest rates that will ensure our economic recovery.
This is a goal which is sought by this administration.
Indeed, in their economic projections provided with
their budget submissions, the administration expects
that the interest rates on 90-day Treasury bills, which
were averaging 1 1 . 5 percent in 1 980, will drop to 7
percent by 1 984 and then decline to 5 . 6 percent in 1 986.
Curiously enough, . . . when it became obvious that
the first phase of the administration's 'e conomic recov
ery proposal would pass in the House of Representa
tives, interest rates went up, instead of going down . . . .
We have had extremely high and volatile interest
rates ever since the Federal Reserve Board adopted their
new monetary policies in October of 1 979, and it is
these high and volatile interest-rate swi ngs that can hurt
any economic recovery in 1 98 1 , just as they precipitated
an economic recession in 1 980. These high interest rates
will just as surely stop the economic recovery hoped for
by the Reagan administration.
High interest rates, I say to my colleagues, is not a
Republican problem , and it is not a Democratic prob
lem . H igh interest rates are a national problem .
What have high interest rates done to this country
since October 1 979? They have decimated the housing
EIR
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Byrd : 'don't interfere with the Fed'
The following is excerp ted from the May 1 3 � tatement
of Virginia 's Sen . Harry Byrd, defending the Federal
R eserve against Senator Sasser's resolution seeking lower
interest rates.

National
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Energy Insider

by William Engdahl

The U.S. uranium industry :
now an endangered se c tor
•

With the Reagan administration now proposing to lift
restrictions on domestic production of certain strategic
minerals and energy resources, the frightening state of
our strategically vital domestic uranium-mining industry
has gone almost unnoticed.
Leading domestic uranium industry sources contact
ed recently have told EIR that the U . S . uranium m ining
industry is expected to shut down almost totally during
the next several years . The U . S . uranium industry has
been caught in the bind of a faltering nuclear industry,
suffering from lack of production of reactors for both
domestic use and for export, largely the result of assaults
by various environmentalist groups. In addition, the
United St�tes has a large stockpile of already mined
uranium, waiting to be milled . Further, the depressed
U . S . economy and the lack of competitiveness of U . S .
uranium on the world m arket, with prices of around $30
to $35 per pound, yielding 2-3 pounds per ton of ore, as
compared with foreign ore that at a comparable price
yields 5 pounds per ton of ore, means that the U . S .
uranium industry will b e unable t o bounce back on its
own .
One leading industry analyst projected that by 1 990
U.S. production of U308, uranium oxide or yellowcake,
will be at about 16 million pounds per year. The U . S .
uranium industry mined a n d milled 42 .5 million pounds
of yellowcake in 1 980.
In 1 978, New Mexico produced 46 percent of the
total United States U 308 concentrate. The Grand Junc
tion, Colorado office of the U .S . Department of Energy
calculates that New Mexico holds well over 50 percent of
total domestic uranium reserves and, in the higher cost
$50 per pound category, New Mexico holds approxi
mately 1 6 percent of the total assured world uranium
reserves in the noncommunist world. Given that almost
half of the U . S . reserves lie on Navaj o In dian tribe lands,
or on federal lands, Interior Department policies are also
important to the future of the uranium industry .
New Mexico boom

A belt stretching in a 30-mile wide swatch running
for approximately 1 00 miles in the northwest portion of
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New M exico, the so-called Grants Uranium Belt, is the
single largest reserve i n the United States . But over the
last 1 5 months, several of the nation's largest uranium
producers have been declaring bankruptcy .
The Grants belt has been an important mining area,
along with areas in Colorado and Wyoming, since the
1 950 Haystack Mountain discovery . near Grants
sparked the early uranium boom . The uranium industry
has been a recipient of major capital inputs by such
companies as Anaconda, Kerr-McGee, United Nuclear,
Homestake, and others. There have been some 1 6 major
exploration and p roduction operations during the 1 970s
peak in the Grants belt alone. In addition , in the last
seven to eight years, $ 1 to $2 billion has been invested
in mining and related infrastructure by these firms.
But today, the area is becoming economically de
pressed. The large Church Rock, N . M . U nited N uclear
facility (see EIR . Feb. 3, 1 98 1 , " U ranium Production
Threatened") exists on a day-to-day extension from the
New Mexico Environ mental I mprovement Division,
operating at only one-third capacity . And the large joint
venture between Conoco and Wyoming Minerals Cor
poration to build an underground uranium mine at
Crownpoint, N . M . will close down this June, two years
before mining was to begin , unless there is a dramatic
act of Divine Providence .
Other firms, like Getty, have had heavy layoffs.
Phillips is reportedly getting o ut of uranium altogether,
and Anaconda closed its Jackpile open pit mine in
February. One affected o fficial told me, "We're killing
the whole bloody industry . " Uncounted smaller inde
pendent operations have also shut down .
'Scissors pinch'

A leading executive of a major Colorado uranium
company told me that by his calculations, total uranium
milling capacity for New M exico , Utah, Colordo, Wy
oming, and Texas has been reduced by more than 36
million pounds of yellowcake from the peak of 1 980,
when market price was $43 per pound. Today, it is
between $24 and $27 per pound. That price collapse and
the astronomical increase in mining costs has helped
EIR
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put U . S . uranium mmmg at the mercy of foreign
sources, especially Canada, one of the five largest
producers in the world. Unlike the United States,
Canada has recently undertaken major exploration
projects in Saskatchewan that will greatly increase its
uranium production.
A close look at the reasons for this deadly economic
"scissors pinch" of rising costs and collapsing market
prices is in order. Details of the control of the world
uranium market are as murky and sinister as the
international diamond market. The machinations de
scribing how the world uranium price market tracked
the 1 973-74 OPEC price hike by rising almost 400
percent to n ow collapse to nearly half uranium's Janu
ary 1 980 level of $43 per pound is material for an entire
expose in itself. But such price oscillations would not
have had such a disastrous impact on the U . S . economy
were it not for the quiet, but effective, deployment
against the uranium industry by the environmentalist
movement, many paid with government funds from the
Bureau of Indian Affairs, VISTA , or other sources,
during the Carter administration.
The Crownpoint case

One of the best recent examples that illustrates the
larger pattern is the environmentalist deployment
against the Conoco/Wyoming M inerals joint venture at
Crownpoint, N . M . With grant money provided by
"environmentalist" oilman Robert 0 . Anderson's As
pen Institute, a handful of self-appointed guardians of
the town of Crownpoint and the local Navaj o tribe has
set out to destroy this joint mining venture.
Among these "guardians" is a self-described ecolo
gist, Donald Levering, of the Crownpoint Citizens
Alliance, an unofficial "community orgamzmg
project," who is working with Paul Robinson, of the
innocuous-sounding but arch-en vironmentalist South
west Research and Information Center, and govern
ment-paid attorneys from the DNA People's Legal
Services, Inc.
Robinson and Levering's environmentalist cam
paign has zeroed in on fostering hysteria in the com
munity via the local press that the nearby uranium
mines are depleting and contaminating Crownpoint's
aquifer.
In their campaign, the environmentalists have omit
ted the fact that given the chronic water shortages of
the desert Southwest, the state of New Mexico has
passed strict laws that require that any water depleted
by uranium mining must be replaced.
Spurious studies by the environmentalists and a
legal-services organization called Crownpoint Energy
Impact Review and Study Committee ostensibly show a
50-foot drop in the surro un ding aquifer level, claiming
that the uranium m ining is the cause. Indeed, as Conoco
EIR
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Uranium producing operations
in New Mexico : 1 976- 1 978
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Source: Southwest Economic Information Center, January 1 9 8 0

and other companies state, uranium mi ning uses water
in its "de-wateri ng" phase. But in conformity with New
Mexico state law, the Conoco project has drilled new
water wells that have increased Crownpoint's water
supply. In addition , the Conoco mining project has not
yet entered the de-watering phase.
Economic losses

As a result of the cost escalations and other obstruc
tions, the Crownpoint project will never mine one ounce
of uranium . Locally, the Navajos, over 50 percent of
the mining labor force, will suffer direct losses. One
frustrated, and slightly bitter commentator I spoke with
acidly commented that the prime beneficiaries will be
Levering, Robinson, and the Indian Health Service and
People' s Legal Services, since their "clientele" on the
Navaj o reservation will remain impoverished . When the
British did this in India in the 1 9th century, good
Americans called the perpetuation of such poverty and
underdevelopment racism .
The Crownpoint case has been replicated in both
Colorado and Wyoming. Substantial untouched re
serves of uranium also exist east of the M ississippi,
locked up on RARE I I wilderness lands. Ultimately, as
one industry source told me, " I f we permit ourselves to
become dependent on foreign supplies [of uranium],
U . S . uranium mining will die on the vine. Hence, we
will have painted ourselves into the same corner as with
foreign oil dependence: hostage to supply and holdup
tactics on price regardless of how many nuclear plants
we build and operate . "
Since one pound of U 30g yields as m uch energy as
ten tons of coal, does it make sense for the Un ited States
to kill off its uranium industry?
National
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Congressional Closeup
B

ack funding for
laser weaponry

By a vote of 9 1 to 3, the Senate on
May 1 3 agreed to add $50 million
to the Defense Department's air
borne and space-based laser weap
ons programs. The added funding
was made in an amendment by
Senators Malcolm Wallop (R
Wyo .) and Harrison Schmitt ( R
N . M .) to the Defense Authoriza
tion Act of 1982. In addition to the
added funding, the amendment
also calls upon the Defense De
partment to submit to Congress a
detailed report on the costs, sched
ule, and identification of the risks
of the laser program .
I n introducing his amendment,
Senator Wallop declared that he
had originally planned to propose
an amendment to increase funds
by $250 million and dramatically
accelerate the development of laser
weapons. However, opposition
from other senators forced the
compromise measure with $50 mil
lion .
The space-based laser beam
weaponry would be able to destroy
enemy missiles while they are still
in flight. The program is highly
controversial, not mainly because
of cost, but because it would mean
the development of a whole range
of new technologies which would
revolutionize industrial produc
tion .
Wallop l amented the fact that
the current space-based laser pro
gram aims at a possible in-orbit
demonstration by 1 992, while esti
mates by those working on the
program predict that the first
weapon could actually fly as early
as 1 987.
"In addition to my cospon
sors," declared Wallop, "many
others in this body feel that we
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by Barbara Dreyfuss and Susan Kokinda

should put a laser weapon in space
as soon as possible . . . . It is possi
ble for this country to meet or beat
the Soviet schedule in space laser
weapon ry . . . . Indeed, high tech
nology is this country's great
strength . "

B

anking deregulation
advocated at hearings

The Senate Banking Committee
continued hearings on the state of
the banking industry on M ay 1 9
with testimony from a n academic
panel which advocated complete
deregulation of American bank
ing. Columbia University profes
sors Silber and Edwards attacked
the McFadden and Glass-Steagal
Acts, which prevent interstate
banking and ensures against div
ersification of banking functions
into different kinds of institutions.
Silber and Edwards denounced the
acts as "wasteful regulations"
which maintain "artificial divi
sions" in the banking industry.
Edwards predicted that com
plete deregulation of banking
would mean that large money-cen
ter banks and foreign ban ks would
be able to take over savings and
loan associations and smaller com 
mercial institutions, which would
then become affiliates of such insti
tutions as Citibank, Lazard Freres,
or Bank Leumi. Silber added that
investment banks in particular
could move in and offer a whole
new range of services, including
becoming a primary source for
mortgage money .
Queried by o n e senator as to
how deregulation could ensure the
survival of the endangered savings
and loans, one professor remarked,
"Well, the large ban ks could let

the smaller ones handle their Visa
and M astercard accounts ."
Banking Committee Chairman
Jake Garn ( R-Utah), who has
often been looked to as the last line
of defense against the wholesale
destruction of the small commer
cial and thrift institutions, com
mented that "philosophically, I ' ve
been committed to deregulation
for years ."

E

xim funding
restored in House

A coalition of business, labor,
Democrats, and RepUblicans voted
to restore some of the money cut
by the Reagan administration
from the Export-Import Bank' s di
rect loan authority for fiscal 1 98 1 .
By a vote of 237 to 1 62 , the House
restored $376 million in direct loan
authority to the Export-Import
Bank on M ay 1 4 .
The Reagan administration
originally requested that the Carter
budget of $ 5 . 148 billion in fiscal
1198 1 direct-loan levels be cut by
$752 million, with further cuts in
direct loan and loan-guarantee lev
els over the next four years. The
administration's argument is that
business has to take its fair share
of subsidy cuts in the current aus
terity drive.
However, both the Democrat
ic-controlled H ouse Appropria
tions Committee and the Republi
can-controlled Senate Appropria
tions Committee voted to restore
some of the funds.
The House restoration of $376
million in direct-loan levels was
sent to the House floor on M ay 1 3.
There, an odd coalition of liberals
and Stockmanite Republicans, led
by Rep. David Obey (D-Wis.) pre-
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sented an amendment to cut the
$376 million and return to the
original Reagan request.
Self-annointed friend of labor,
Rep. Jack Kemp (R-N .Y.), appar
ently ignored organized labor's ar
gument that each $ 1 billion in ex
ports creates 40,000 jobs, and sup
ported the cut. Kemp argued that
"the Exim Bank distorts the mar
kets."
The Obey amendment passed
by a vote of 23 1 to 1 66 on M ay 1 3 .
However, overnight, a coalition
led by the I nternational Associa
tion of Machinists and Boeing mo
bilized support to maintain Exim
funding, and the Obey amendment
was overturned the next day by a
vote of 237 to 1 62 and the House
committee request of a $376 mil
lion increase was restored.
Despite that show o f m uscle,
the FY8 1 request restores only
one-half the money cut by the Rea
gan administration.
The Senate Appropriations
Committee has voted an increase
of only $250 million over the Rea
gan request, leaving the funding
still $500 million short of the Car
ter request.

A bscammed senator
attacks DOJ

Senator Harrison Williams (0N .J .), responding to the Senate
Ethics Committee decision to file
formal charges against him follow
ing his Abscam conviction, has
sent a letter to his Senate col
leagues, warning that a "precipi
tous jUdgment" on his case could
have serious constitutional i mpli
cations.
In the letter, released on May
I I , Wi1\iams said, "In defending
myself, I have always felt that I am
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also defending the executive . When
one member is subjected to the
whims of a prosecution determi ned
to make a case by any means nec
essary, then all members are jeop
ardized. . . . A hasty decision to
expel me from membership in the
Senate or to pressure me to resign
would foreclose an opportunity for
the full Senate to register an objec
tion to this kind of prosecution . "
Williams h a s sought t o retain
former Sen . Robert Morgan (0N.C.) as his counsel in the Ethics
Committee investigation . Before
his defeat last November, Morgan
had spoken out strongly against
the unconstitutionality of the
Abscam entrapment operations.
However, restrictions against a
former senator's participating in
certain kinds of actions before the
Senate may prevent Morgan from
accepting Williams's requests.

L abor racketeering

legislation introduced

The Senate's self-styled watch-dog
over organized labor, Sen . Sam
Nunn (D-Ga.), has introduced the
Labor Racketeering Act of 1 98 1
(S. 1 1 63), along with senators
Warren Rudman ( R-N . H .), Law
ton Chiles (D-Fla.), and Don Nic
kles (R-Okla.). The main thrust of
the bi1\ is to make kick-backs and
illegal payoffs a felony instead of a
misdemeanor and to expand the
disbarment provisions for union
officers convicted of a felony. The
current disbarment provisions (un
der 29 U . S . C . 504 and 29 U . S . C .
1 1 1 1 ) would b e expanded in the
following ways:
• Enlargement of the criminal
offenses which would result in dis
barment.

• Enlargement
of the cate
gories of persons affected by dis
barment provisions.
• I ncreasing the duration
of
time barred from office or position
from 5 years to 10 years.
• Providing for disbarment im
mediately upon conviction rather
than after appeal .
Nunn's legislation came as a
result of an "investigation" and
subsequent " dog and pony show"
into organized crime's alleged in
fluence on the waterfront. Com
menting on the investigation's
findings, Nunn said, " Especially
disturbing is the fact that the evi
dence clearly suggests that,
through that system of payoffs,
recognized leaders of the tradition
al organized crime families influ
ence and effectively dominate the
I nternational Longshoremen's As
sociation and large segments o f the
American shipping industry. "
ILA President Ted Gleason
had attacked the subcommittee in
vestigation at the time, charging
that "the subcommittee has re
ceived and apparently accepted the
hearsay testim ony o f informers,
accomplices, and convicted crimi
nals-ali persons of low credibility
with every motive to distort the
facts. "
Observers noted that there was
u,ndoubtedly a direct relationship
between the introduction of
Nunn's legislation and the proba
ble ascension to the presidency of
the I nternational Brotherhood of
Teamster� of Roy Williams, an in
ternational vice-president and cur
rently interim Team sters president,
who has been under attack by
Nunn for years. The Reagan La
bor Department is under pressure
to go after Williams or face an
"organized crime" scandal around
Secretary Ray Donovan .

National

61

National News

structure. The people who wrote the

Global 20()() Report don't k n ow anything

Parpart debates Yost
on Global 2000
The morning session of the M ay 20 EIR
conference in Washington, D . C . on "The
U . S . , the Third World, and Global 2000"
consisted of a deb ate between Uwe Par
part, director of research for the Fusion
Energy Foundati o n , and Nicholas Yost,
coauthor of the Carter administration's
Global Futures report, companio n-piece
to the Global 2()()0 Report. Yost was gen
eral counsel to Carter's Co uncil ,on En
vironmental Quality and director of the
C arter admi nistration's task force o n re
sources and the environment.
Yost increasingly issued disclaimers
under chal lenges from Parpart, one of
the world's foremost scientific debun kers
of depopulation advocacy . Parpart said
that "it's an odd world we live in where
we think that every moment a cow is
born , we are richer, but any m o ment a .
child is born we are poorer. Pop ulation
potential is unlimited . " Yost replied, "we
haven't recommended anything, our re
port is a projection . "
When Y o s t called fo r "a delicate bal
ance between sustainable development
and environmental concern," Parpart
characterized Yost's concept of "sustain
able development" by stati ng that "the
real premise o f the Global 2000 Report is
on page 5 26, where they say that existing
financial and economic in stitutions are
fundamentally sound, and that the de
mand of the LDCs for a new internatio n
al econ omic order wi l l not be met." Par
part di scussed at length the co ntin uities
between Giobal 2oooj Worid Bank policy
and the M althusian po licies of the British
Empire.
Speaking at t he afternoon sessio n ,
Ambassador Y oussoufo u Oumarou,
who is from N iger and represents the
Organization for A frican U n ity (OA U )
a t the U n ited Nations, urged that "the
biggest problem in A frica is eco n o mic
development .
"We in Africa know we can produce
enough foo d if we develop our infra-
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about A frica . . . . Y o u have two choices
in Africa : you can either spend your time
trying to reduce your populati o n , o r you
can try to increase your GNP and your
foo d production .
"We Africans come to the U . S . be
cause the U . S . is the co untry that has
been successful in agriculture, and that is
what we are looking for . "

Bipartisan demand made
for halt to FEC audits

�

Attorneys for leading Democratic an
Republican candidates in the 1 9 80 presI
dential primary have asked t he Federal
Electi on C o m mission to declare a 30-day
moratori um on publication o f audits of
their 1 980 campaign com mittees . They
charge the F EC with "serious i nsensitiv
ity to the realities o f the p residential cam
paign process and the First Amend
ment."
Represented are the Republican Na
tional Comm ittee, Republican candi
dates H oward Baker, J o h n Connally,
a n d Ronald Reagan , and Democrat Jim
my Carter .
The specific counts for the request are
retroactive application of legal princi
ples: lack of standard au diting proce
dures' lack of access to informati o n ; lack
o f a hearing; and length o f audit process.
H ints have meanwhile surfaced, perhaps
pre-emptively, that the W h ite H o use
would like to abolish the FEC altogether.

Trucking deregulation
shakes out U . S . transport
Overall tonnage carried by trucks is like
ly to show a collapse for t he fi rst two
quarters of 1 98 1 of at least 30 percent
below the same peri od of 1 9 80, according
to in dustry sources. Between the last
quarter o f 1 980 and the same period of
1 979, tonnage already fell by 20 percen t .

The col lapse has already resulted in per
manent layoffs of m ore than 50,000 truck
drivers and about 1 00 ,000 related layoffs ,
mostly affecting the Internation al Broth
erhood of Team sters .
In the late fal l of 1 979, EI R conducted
a study on the projected effects of truck
ing deregulation legislation cosponsored
by Jimmy Carter, Ted Ken nedy , and an
array of " free market" conservatives .
The overall conclusion was that over an
eight-year period the plan would cost the
real economy roughly $ 500 billion
throug h its d rastic effects on the overall
effi ciency o f the U . S . economy, a cost
greater than the Vietnam War. In July
1 980, Congress passed the M otor Carrier
Dereg ulation Act.
A s EIR will report in detail , the col
lapse is proceeding faster than our pro
j ections indicated , because of the Federal
Reserve ' s fiscal austerity . Capital invest
ment and maintenance outlays are now
substantially affected.
Both the White H ou se a n d Reagan's
design ate as I n terstate Commerce Com
mission chairman, Reece Taylor, have
indicated that they want to prevent the
destruction of U . S . trucking, but have
also declined thus far to chal lenge the
deregulation act .

Reagan advisers challenge
A CLU 'criminals lobby '
In a late- M ay speech before the Califor
nia Peace Officers Association, presiden
tial adviser Edwin M eese I I I , a law en
forcem ent specialist, charged the Ameri
can Civil Liberties Union (AC L U ) , the
National Prisoners U ni o n , and other
groups with fo rming i n effect a "crimi
nals' l o bby" by abetting actions and leg
islati o n that hamper the arrest and pros
ecution of criminals.
M eese's speech fo lIo�d the drafting
of an equally aggressive letter by Willial'll
Wilson, California state un iversity regent
and mem ber of the Reagan " k i tchen cab
inet . " The letter was written last Decem
ber to Stanley Sheinbaum, an ACLU
leader, but not previously p u blished.
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In Wilson's letter to Sheinbaum, who
is also on the board o f CounterSpy m ag
azine, Wilson ch arges that the A C L U ' s
lobbying has "effectively put an end t o
intelligence-gathering a n d file-keeping
on suspected felons, criminals, and law
breakers." It is logical to conclude, w rote
Wilson, that persons who sponsor such
legislation "not only m ust feel free from
inj ury or harm by those who are aided
and abetted by s uch legislati on; indeed,
they m ust be protected by some organ
ized group who make their living from
misdeeds against society . . . . They must
be supported by those whom they in turn
are helping, namely, organized crime . "
Sheinbaum declared that h e is "per
sonally offended . " The A C L U ' s national
executive director, Ira Glasser, has ac
cused M eese and Wilson of " M c
Carthyism . " Wilson is the President's
nominee as U . S . representative to the
Vatica n .

LU LAC testifies in
favor of depopulation
Arnoldo Torres, congressional liaison
for the League of United Latin American
Citizens ( L ULAC), the largest group
representing Spanish-speaking A m eri
cans, testified on May 12 at hearings on
the Ottinger bill mandating pop ulation
reduction measures in the U n ited States .
The Ottinger bill, H . R . 907 cosponsored
by Rep. Robert Garcia, the Democrat
representing New York's heavily H is
panic, economically devastated So uth
Bronx, is explicitly based o n the Global
2000 Report.
Torres testi fied that the U n ited States
is " reaching conditions which indicate an
overburden o f our natural resources and
environment by a population with an
ever-increasing deman d . M any advo
cates of the Global 2000 Report i n dicate
that a scarcity of resources in this country
stands to impact m o re harshly on those
at the bottom of the social spectrum . The
H ispanic com m unity has unfo rtunately
occupied this position in American soci
ety and therefore is very m uch co n-
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cerned . . . . We are told that un less we
contro l our population growth . . . the
H ispanic com m u n ity and other disad
vantaged groups will be competing
against each other for the limited re
sources available . . . .
"While there are m any complexities
i nvolved in this scen ari o , it is perhaps
fairly accurate . . . .
" M any in the H ispanic commun ity
. . . would view the establishment of a
population policy as being a racist ef
fort. . . . Nevertheless , L U LA C recog
nizes that this country and the world are
facing tremendo us challenges when there
is an increasing popul ace . . . . We are in
total agreement with G l obal 2000 in con
cluding that this demand cannot be sat
isfied . "

Auto dealers launch
'Operation Prime Cut'
I n a j oint letter sent on M ay 13 to every
Chrysler- Plymouth and D o dge car deal
er in the U nited States-approximately
4,000 dealers-the leaders o f the respec
tive dealers' conferences urge their mem
bers to support what they call "Opera
tion Pri me C u t . "
Walter Kelly, n ational cochai rman o f
t h e C hrysler- Plymouth A u t o Dealers
Council, told EIR on M ay 20 that "We
are about to die beca use of high interest
rates . The federal government is trying
to put me out o f business, " he said. " W h o
is g o i n g to replace m y taxes? Who is
going to replace m y business? The auto
ind ustry supports one out o f seven people
even now, as bad as thi ngs are. We are
payi ng 25 cents out o f every dollar for
interest."
The letters ask each dealer to send his
congressm an a q uarter "to get across a
consciousness of this problem . " The as
sociations look toward legislative action,
and intend to take the campaign into
state auto dealers' associations around
the country . The C h rys ler dealers say
Chrysler man agement suppo rts them
comp letely on the fight against high in
terest rates .

• A L EXANDER H A I G delivered
the commencement address M ay
1 5 at H i llsdale Col lege, whose
admin istration launched David
Stock m a n ' s career. The tiny M ich
igan school was also the scene of
one o f the largest m ass sightings o f
U FOs in 1 966. T h e U FO link m a y
be a c l u e to H aig's presence a t
H illsdale, si nce his brother, Frank
H aig, S . 1 . , is a prolific writer on
"extraterrestrial beings . "
• NICHOLAS YOST, a Global
2000 author, fol lowing the debate
with the Fusion Energy Founda
tion's Uwe Parpart, was heard to
remark, as he was hastily leaving
the scene, that it did not bother
him at all that conservatives like
Gen. M axwell Taylor agreed with
liberals like Yost on the need for
Global 2000 popu lation reductio n .
" N o , n o , " Yost s a i d . " T h e more
people who agree with us, the more
sure we are that we are right . "
• M I CHAEL LEDEEN , editor
of Georgetown U n iversity's C S I S
journal, h a s been appointed spe
cial adviser to Alexander H aig on
international terrorism . Ledee n ,
an associate o f H e n r y Kissinger
and Arnaud de Borchgrave's
" Spike" circles , will work with
Gen. Vernon W alters in a special
advisory unit, promoting the C I A 
discredited view t h a t t h e Soviet
KGB is the primary coordinator
of terrorism .
• FRI ENDS OF THE EARTH,
G reenpeace, and other gro ups had
the fu ndraising services this week
in New York of bal lerina M arita
Goshen . Said Jacques Co usteau of
a recent perform ance: "The whale
bal let was more eloquent than any
speech and as graceful as the fluid
dance o f a true whale." The Wash
ington Post commented: "The tall
elegant Goshen presented her sub
j ects to m usic ranging fro m
Geo rge C r u m b . . . to h u m pback
songs . . . her solos for sea turtle,
seal, wolf, and whale work as po lit
ical statements and as art . "
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