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From the Editor 

F or the past two years, EIR has persistently presented the actual 
history of the genocide perpetrated by the Khmer Rouge under Pol 
Pot and leng Sary in Kampuchea. Last month, we sent our veteran 
Asia editor, Daniel Sneider, to report first-hand on that Kampuchean 
history and its aftermath. What he found demonstrates the nature of 
the Chinese regime and its Western allies, who set out deliberately to 
clear Lebensraum for primitive Chinese agrarianism and to rapidly 
and methodically exterminate the Kampucheans they regard as Unter­
menschen. This is the Global 2000 Report policy faction of Henry 
Kissinger and Alexander Haig, who, as EIR has documented, consid­
er China the admirable exemplar of zero-growth policy, and candidly 
describe the Vietnam war as an experiment in reducing civilian 

populations. The Global 2000 group around the Draper Fund person­
ally oversaw that war, as Special Services Director Peter Ennis, who 

worked with Mr. Sneider for six years as an Asia specialist, shows in 
his introduction to the Kampuchea report. I also want you to know 
that next week we will challenge another State Department alliance: 
Haig's pact with General Zia of Pakistan, who, EIR will demon­
strate, is deeply implicated in the opium production and export of the 
region's "Golden Crescent." 

In this issue we present as well the first installment of a series on 
the Jesuit "Theology of Liberation" schismatics' efforts to drive the 

American branch of the Roman Catholic Church, and the Vatican 
itself, into acquiescence to their depopulation blueprint. European 
Editor Vivian Zoakos analyzes the scandals mounted against Cardinal 
Cody, Archbishop of Chicago, from that standpoint. 

Our National coverage features an interview with Sen. Harrison 
Williams, the New Jersey Democrat whose Abscam conviction and 
Senate Ethics Committee expulsion order represent, in our view, part 
of the same overall effort to intimidate and eliminate partisans of 
economic growth and defenders of the moral rights of "useless 
eaters. " 
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Push comes to shove 
after October fIrst 
by David Goldman, Economics Editor 

October 1 just might stand out as the most sign ificant 
day in monetary history since August 1 5 , 1 97 1 ,  that is, as 
a turn ing point of general transformation of the mone­
tary system . Some American and European bankers are 
suggesting that a major l iquidity crisis could rip the 
markets on that date, although no such development is 
within the limits of predictabil ity. However, a series of 
events converging upon that date will l ikely mark the 
beginning of an enti rely new universe of monetary devel­
opments . 

The events we refer to include: 
1 )  The introduction of "same-day settlement" into 

the $ 1 60 billion per day clearing mechan ism of the New 
York banks, the Clearing House International Payments 
System (CHIPS); 

2) The introduction of "al l-savers certi ficates" per 
the direction of  the Reagan tax bi l l ;  

3) Probable congressional debate on the Thrift Insti­
tutions Restructuring Act of 1 98 1  ; 

4) The convening o f  a secret meeting of 1 00 commer­
cial bank regulators from the major industrial countries 
at the offices of the Federal Reserve Board of  Governors 
in Washington, as a spinoff of the sim ultaneous Interna­
tional Moneta ry Fund An nual Meeting in Washington 
and; 

5) The extraordinary condition of the Sept. 30 pay­
ments period for international loans, made messy by the 
default or quasi-default of Roman ia, Polan d, Costa Rica, 

4 Economics 

Turkey, Ghana, Bo livia, Nicarag ua, and possibly some 
surprise additions to the list .  

Viewed from inside the mind of the Federal Reserve, 
October appears to be a managed crisis. That the Federal 
Reserve is aware that its actions produce a general crisis 
of the banking system, we have argued for more than a 
year, and now have the documentation to prove it .  A 
Federal Reserve document prepared by Board of Gov­
ernors economist Robert Flood and University of  Roch­
ester economist Peter Garber, dated April 1 98 1  and 
revised August 1 98 1 ,  sets forth two related scenarios for 
a banking collapse. The authors state: 

"Our aim is to determine conditions under wh ich a 
collapse eventually will  occur and the tim ing of such a 
collapse . . . .  We set up a model for the behavior of bank 
owners and produce a suffi cient condition for sett ing off 
a systematic bank collapse; the condition amo unts to a 
floor on the nominal interest rate . . . .  At least in some 
instances, a banking collapse can be viewed as a predict­
able pheno menon,  rather than as a sudden outburst o f  
mass hysteri a." 

The Federal Reserve's intent 
Since October 1 979, with a brief interruption in the 

May-August period of 1 980, Federa l Reserve policy has 
been to put a floor on the nominal interest rate. And 
Paul  Volcker declared in Brazil on Sept. 4 that he 
intends to maintain a high floor for two more years (see 
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page 6). 
What the Federa l Reserve staff declares-as if it 

were not already obvious-to be the "sufficient condi­
tion for setting off a systematic ban k collapse" is the 
Federal Reserve's own monetary policy. Stripped of  the 
mathematical-symbolic mumbo-j umbo,  the analysis 
amounts to a simple statement: high nominal interest 
rates which collapse the value of ban ks'  fixed-income 
portfolios (a problem principal ly applicable to the sav­
ings banks and savings and loan associations)  and 
which simultaneously force the banks to fund old low­
interest assets with new high-i nterest l iabi l ities produce 
a collapse. 

In  this context, the introduction of al l-savers certifi­
cates starting Oct . I becomes problematic. The expected 
result of the introduction of a tax-free ban k certi ficate 
of deposit offered by both commercial and thrift insti­
tutions will be a reflow of  a couple of  tens of  bi l l ions of 
dollars out of  money market funds, whose assets swel led 
to $ 1 52 billion so far this year at the expense of the 
banks.  

According to the president of one large East Coast 
ban k, the problem of "reverse disintermediation" could 
hit the sensitive commercial paper market badly. The 
money market funds will have to l iqu idate a sustantial 
volume of paper to repay depositors who shift into the 
all-savers certificates, including a large amount of com­
mercial paper (unsecured corporate IOUs) ,  a standby of 
money market fund portfol ios .  The problem is that  the 
commercial ban ks  and thrifts will not invest in commer­
cial paper, preferring Treasury b i l l s .  Since a great deal 
of corporate financing this  year has taken place through 
the commercial paper market, the potential ramifica­
tions of a drop of institutional investor interest in 
commercial paper are obvious .  

We wil l  have a great deal more to say on the witting 
culpability of the Federal Reserve in this matter .  The 
"October Scenario" summarizes as fol lows:  

First, the Bank of  England, the Fed , and the Bank 
for International Settlements staff wi l l  make other ma­
jor central banks an offer they are not expected to refuse 
at  the bank-regulatory meeting held in secret during the 
I M F's  annual festivities, namely, that they agree to 
unify regulatory standards for internat ional lending or 
face the likelihood of  messy and intractable banking 
crises on the international markets. 

Second, the Senate Banking Comm ittee chairman 
has already backed down from his opposition to legi s­
lation which would turn the savings and loans into big 
money market funds, among other things, and eliminate 
their mortgage- lending role to a great extent; passage 
of this legi s lation is expected during October preparing 
the ground for the administration 's  al ready-promised 
"total review" of  the Glass-Steagal rest rict ions on in-
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vestment banking by commercial ban ks, and the Mc­
Fadden Act restrictions on interstate commercial bank­
ing . Third, the "same-day settlements" procedure at the 
C H I PS,  which is on the surface an in nocuous improve­
ment in the way international business is conducted, 
may well administer a form of "shock therapy" to the 
international m arkets . Apart from the level of dollar 
interest rates , no other action by the American monetary 
authorities has excited such suspicion among foreign 
bankers . 

The 'same-day' consequences 
What is at issue is so remote from the usual interests 

of most financial market participants as to appear 
esoteric, and indeed so complex that leading partici­
pants in the clearing ho use itsel f are honestly unsure of 
what the consequences may be. Presently the vast 
majority of international market tran sactions (Eurodol­
lar payments and foreign-exchange tran sfers) are made 
through the C H I PS computer in New York City. A 
Eurodol lar, after all, has legal status as a claim on an 
American bank account deposit .  The $ 1 .5 trillion Eu­
rodollar market contains about $ 1 .2 tri l l ion Eurodol­
lars, whose transfer in legal terms must ultimately take 
place in the United States . Over 1 00 international 
banks, therefore, clear their Eurodollar transactions 
with each other through C H IPS, which is really a giant 
computerized ledger for "netting" out the thousands of 
obligations the big banks incur to each other in the 
daily course of  doing business .  

Presently, transactions booked on Tuesday are 
settled at 1 0:00 a . m .  (or a bit later if necessary) on 
Wednesday . As of Oct . I, transactions booked Tuesday 
will be settled at 6 : 30 p . m .  Tuesday . 

Nothing in this technical shiftover by itself should 
represent a problem, as Federal Reserve officials cor­
rectly insist (see interviews). However, an undetermined 
number of  domestic and international banks are fund­
ing a large portion, if not the maj ority, of their opera­
tions with overnight money or the equivalent .  The entire 
banking system is highly illiquid in that sense, and the 
distribution of i l l iquidity fal ls  most heavily on a narrow 
spectrum of the international banking com munity . I n  
plain language, this means that daily l ife for a large 
n umber of banks is a matter of making the day's  
payments square with the day 's  co llect ions, and of  
borrowing money from other banks if  the collections 
fal l  short .  Since major categories of  lenders starting 
with about a dozen big developing-sector borrowers, 
are not paying, col lections are fall ing short right and 
left. 

The "technical" impact of the Oct. I change at the 
c learing house is th at the bankers' elbow room for 
making thei r balan ce sheet add up is reduced from 1 6  
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hours to 2 hours. Rather than seeking free funds 
overnight in '  the Singapore market or the next day in 
the London market, who do their business before the 
next-day 1 0:00 a.m. C H I PS deadline, the banks wi l l  
have to find the necessary funds to cover thei r accounts 
the same day. Just as important, instead of  bidding in 
the Asiadollar market or the Eurodol lar  m'arket, they 
will  compete with domestic U.S. banks in the afternoon 
federal funds market (which the Federal Reserve ex­
tended by an hour last spring). 

At least, the federal funds rate will hit the cei l ing 
when the same-day system is  introduced. Probably,  
some members of the system wi l l  be driven to the New 
York Federal  Reserve's  discount window to obtain 
funds, wh ich the Fed says it stan ds ready to pay out if 
needed (see interviews). The New York Fed denies 
suggestions made in a Journal of Commerce edito rial  on 
Sept. 1 1  that it is using the circumstance to extend its 
credit-management powers into Eurodol lar  operations. 
But such will be the final result  of the process , under the 
best o f  circumstances-which doveta i ls into the objec­
tives that the Fed Board of Governors wi l l  demand of 
European bank regulators at  the Washington meeting 
the same week. 

The race-track principle 
However, as the cited spokesman for Dresdner Bank 

argues, it is by no means certain that such a tighten ing 
of control could take place without breaking the enti re 
chain of international payments, and throwing the 
system into fu l l -scale cris is. We do not pred ict any such 
development, but merely indicate that the potential for 
such a crisis is an ominous weight on the hand of the 
Federal Reserve. Crises, as we h ave emphasized on a 
number of occasions, do not brea k out when two l ines 
intersect on an economist' s demand curve, as Fed 
econom ists Flood and Garber seem to imply. In  real 
practice, crises occur when the comptro l ler of a major 
bank is caught with the bank's (inadequate) previous 
quarter' s earn ings at the racetrack,  putti ng the bank 's  
survival chances on a long shot. In one  form or another, 
bankrupt institutions tend to try to gam ble their way 
out of problems, and end up magnifying the problems 
out of al l  decent proportion. 

If a handful of banks out there are i n  such a posit ion,  
and it is hardly to be excluded that there are,  the Oct. I 

business could produce a shock simi lar  to the Herstatt 
events of J uly 1974 or the Frank l in  National  bankruptcy 
of May 1974. A shock of that magnitude in the far mo re 
il l iquid market o f  1981 wo uld have inca lculably more 
serious consequences. 

What dampens out shocks of this sort under normal  
conditions is the same sort  o f  civi l moral ity that  nor­
mal ly prevents an ugly street incident fro m turning into 
a riot. Each citizen recognizes that uncivi l beh avior may 
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ultimately redound to his own detri ment. Bankers un­
derstand perfectly well that a hasty deci sion to cover 
their positions in a weak credit-risk situation m ight lead 
to a general pul l ing-in of horns,  and prod uce a panic, 

H owever, the open confrontation between the 
United States and Eu ropeans over monetary policy, 
among other major  issues, produces conditions pecul­
iarly appropriate to "riot" conditions in the internation­
al market. American banks,  in particular,  have taken 
every possible opportunity to dump weak credit prob­
lems on their European counterparts. This emerged 
clearly in the case of Poland,  and occurred with less 
publicity two weeks ago in  the case of Romania, when 
New York banks forced Romania to pay down over­
drafts of $50 to $ 1 00 mil l ion at each of a half-dozen 
banks by bo rrowing more fro m  reluctant European 
lenders. Plainly,  the Europeans do not accept the Fed­
eral Reserve's recommendation that they accept a re­
striction of commercial lending, i.e. a restriction of their 
foreign trade, to compensate for the consequences of  a 
Fed monetary policy which Europe considers insane in 
the first place. To the extent that the European ban ks, 
e.g. Dresdner, are thinking of  the crisis potential  in the 
Fed's  actions,  they in dicate that they have' no intention 
of walking quietly into the gas ovens. These pol itical 
circumstances , more than anything else, make the Fed­
eral Reserve's  program for a "managed crisis" incalcul­
ably dangero us. 

Volcker: two more years 
of high interest rates 
From the Brazilian daily Jornal  do Bras i l  on Sept. 5, 
headlined: .. Volcker Gives No Hope of a Drop in Interest 
Rates." 

The president of the Federal Reserve Bank of the 
United States, PalH Volcker, warned yesterday in a meet­
ing with businessmen at the Sao Paulo Club,  that they 
sho uld not expect over the next two years , a percepti ble 
fal l  in  the interest rates in the United States. "I  know that 
this is not good for a number of countries,  including 
Brazi l , "  he commented. 

That pol icy is  part of the United States' fight against 
i n flation. He [Volcker] said that attem pts of labor unions 
to raise their members' salaries by 10 percent is not 
opportune, because it wi l l  prej udice the country's  fight 
again st inflation. M r. Volcker traveled from Bras i l ia  to 
Sao Paulo in the company of the president of the central 
bank, Carlos Geraldo Langoni. 

M r. Volcker gave a IS-min ute speech , explaining that 
in his country there is an effort to red uce inflation ,  and 
this implies the existence of high interest rates in the 
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internal market. "I do not see the possibil ity of a percep­
tible drop in interest rates in the North American market 
in the next two years ," he affirmed. 

For him, "high U . S. i nterest rates are uncomfortable 
for other countries , among them Brazil . "  Immediately 
he declared that Brazil is one of the few countries in the 
world that will shortly emerge from the difficulties 
caused by the economi

,
c cri sis ,  which is  worldwide . . . . 

From the Brazilian daily 0 Estado de Sao Paulo on 
Sept. 10, headlined" U.S. Policy Will Be Maintained. " 

The president of the Federal Reserve Board, the U.S. 
central bank, Paul Volcker, recognized yesterday that it 
is  "painful" for Brazi l to pay high interest rates, as a 
result of North American economic policy; however, he 
emphasized more than once that United States authori­
ties will contin ue to restrict, "to the maximum possible ,"  
the growth of the money supply, as a means of obtaining 
desired results: reducing inflation and balancing public 
accounts. He did not want to predict when interest rates 
would begin to come down, adding that inflation in 1 98 1  
"for  the first time in several years ," wil l  be below 1 0  
percent. 

Speaking at the seminar "The Perspect ives For The 
World Economy" sponsored by the central ban k, and 
later in an interview with the press, Volcker reaffirmed 
the necess ity of maintaining a monetarist-contractionist 
policy until the fight against inflation is won . Only at 
that point, he says , can what he cal ls  the "basis for future 
growth" be bui lt .  For Volcker, i n  the long term "mone­
tary restriction is  the best thing to do," because it will 
lead to a reduction and stabilization of interest rates 
which , to his way of thinking, would not rise to their 
previous high levels . 

EI R interviewed a senior official of the Federal Reserve on 
Sept. 15. 
EIR: The New York Clearing House banks are moving 
their international payments deadline from 10 a.m . the 
next day up to 6 p.m. on the same day, as of Oct. I. Does 
this drain overn ight credits from the banking system and 
promote panic'? 
A: No. There is no overnight credit or "float" in the 
New York banks' CHIPS [Clearing House International 
Payments System] computer to el iminate . If  you have a 
payment o utstanding on C H I PS,  you also have a debit 
outstanding on C H I PS,  and they both clear together. 
Occasionally, the New York banks do make loans to 
European or U . S . regional banks to tide them over to the 
next day payments, and now they wil l no longer have to 
do so, because the Europeans can col lect their C H I PS 
money the same day. The move el iminates an overnight 
risk to the New York banks without harming anyone 
else . 
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EIR :  B ut European bankers say this could cause a crisis. 
A: It wi ll not cause anything, but it will put additional 
strain on whatever problems are already there. For the 
first time, everyone will be settl ing international pay­
ments not at 10 a.m., when the fed funds market is quiet, 
b ut at 5 or 6 p.m., when the entire U.S. regional banks 
are a lso trying to settle domestic payments. And 6 p .m. 
wi l l  be an absolute l imit ,  whereas in pract ice banks o ften 
exceed the 10 a.m. l imit. But the markets close at 6, so 
this adds pressure . 

EIR : Aren't banks scrambling to get backup loans for 
this'? 
A: Yes, because everyone wants to make sure he has 
enough to pay his fed funds debts on Oct . 1 and for the 
weeks thereafter. 

EIR : But if  some don't get it ,  could this cause Herstatts'? 
A :  Only if there are already potential Herstatts. There is 
no gua ran tee that all . banks seeking backup cred its will 
necessarily get them. This will certainly heighten aware­
ness of any cases which a lready exist . It wil l  bring on an 
awareness and ensure that the lending banks make pru­
dent credit judgments about ban ks coming to borrow. It 
will  tighten credit standards throughout the payments 
system . 

EIR : Is the Fed ready to bail out any bank rejected in  
the scramble, or i sn ' t  it true that the Fed, too ,  wi l l  have 
to "make itsj udgments," and might have to reject some'? 
A :  The Federal Reserve is a ban k, and i s  run li ke a ban k. 
The Fed has to make the decisions. We intend to open 
the discount window if  the need develops, i f  the fed funds 
system can't handle it ,  but we don't  j ust o pen the di scount 
window to all comers. It does depend on how credit-
worthy banks are in the first place. 

• 

EIR interviewed a Dresdner Bank director on Sept. 1 7. 

EIR :  It certainly looks as though Chancellor Schmidt 
used his trip to Italy to catalyze a more serious campaign 
against U.S. interest rates than ever before. 
A :  Absolutely. It is now a matter of l i fe and death, and i f  
y o u  like Schmidt's behavior i n  Italy, j ust wait another 
week or 10 days. He is moving way out front, and you 
are going to see a lot more coming from him now . 

EIR :  The dol lar is dropping, and the markets are rumor­
ing that major  investors are m oving out of dol lars now, 
especially the Arabs. 
A :  This i s  true. The Arabs have gotten word that the 
U.S. budget is an unredeemable mess, it can not and will 
not be financed. Our own budget s ituation is impro'ving. 
That is pul l ing the dollar down, but it will  probably take 
some time before it  reaches the 2.20 level. The present 
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threshold of 2 .40 marks is psychological ly conditioned, 
not only by the Americans' h igh interest rates but also by 
the flare up of talk about remonetization of gold.  No one 
here in  Frankfurt believes that any of the gold plans 
under discuss ion in  the administration right now are 
viable, so that the minute that anything j ust a little more 
dramatic happens, the dollar wi l l  start to slide to 2 .20 at 
least . 

EIR: How wil l the "same-day settlement" system affect 
you? 
A: It could wel l  be that the enti re system will come 
crashing down the day "same-day settlement" goes into 
effect . Even if it takes only one day to get al l  the bugs 
worked out of the system while everyone is trying to 
adj ust, there are definitely going to be a few.fai lures . 
Some people are going to get caught short, and then the 
only question will be whether the Fed wants to , or can ,  
move fast enough t o  keep enough shortfal l  cases afloat.  
The problem will  not be this or that case, but rather the 
chain reactio n .  For example, we clear $15 billion dai ly .  If 
money we expect from certain sources does not come in ,  
the treasurer has  the job of  trying to  d ig  it up somewhere 
else . So far we have managed it,  and the Bundesbank 
functions as lender of last  resort. I f  the Fed does not do 
the same thing-and fast-bust. 

EIR: Won't this also curtail your own lending opera­
tions? Poehl says central banks want more control on 
volume and velocity of growth o f  lending.  This looks 
right down that l ine.  
A: Not really.  The squeeze they want i s  on inner-Amer­
ican banking. We have set up private standby-lines with 
American banks.  And not only in New York . If we have 
to rely on pull ing funds in from other subsidiaries, it wi l l  
mean we are de  facto giving up clearing in New York . I t  
may come to that, but it wil l  not present us with any 
survival problems . 

EIR: How does German banking eval uate the.Washing­
ton revolt aga inst Volcker' s interest rates? Has it  come 
down to a time question,  or are people sti l l  cynical about 
the chances for any political motion against Volcker to 
really be effective? 
A :  Not cynical .  What is now happening in Washington 
has everyone convinced that the people talking to those 
senators and congressmen in the recess period were really 
serious and made their point .  It is a time quest ion in a 
certain way, but actually everyone here sees President 
Reagan , and thinks he is  going to be willing to defend 
his economic pol icies and high interest rates at the gun­
point of  the N ational Guard i f  necessary . 

EIR: Fine, that ' s  your evalation as of now. But how do 
you evaluate your own position now? 
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A :  All I can say is that the war-cry in Frankfurt now is 
"Bang that damned dollar b loody!" I do not know, no 
one knows what the Bundesbank will  do at the I M F  
meeting in  Washington [ o n  Sept . 2 9 ] ,  but I can tel l you 
that German ban kers are going to be te l l ing everyone 
and the Americans that the United States needs lower 
interest rates . At this point we think it is  appropriate to 
tell the Americans the obvious, which is that those in ter­
est rates mean suicide for the American economy itsel f. 
Since monetarists never l isten to reason anyway, it wi l l  
also be necessary to point out to people who l i sten to 
them that the experiment never worked in Brita in, and 
there is  no reason why it should work in the U . S . , un less 
of course the Americans real ly want a Brit i sh-sty le econ­
omy.  

EIR: Chancellor Schmidt is  showing a good deal of 
strength . Thatcher and Mitterrand are propagandizing 
that they too agree on al most everyth ing .  Who has more 
weight in Europe? 
A :  M itterrand and Thatcher have no more than their 
common stupidity with respect to the Soviet Union in 
common.  The British economy is a di saster, and the 
French are working overtime to destroy what has been 
built in the last 20 years . As far as thei r attitude toward 
the Soviets, they are in agreement with the Americans .  
Al l  I can say i s  that I could care less about being 
dependent on the Soviets for raw materi als  and energy 
supplies to the tune of 20 percent and more .  Who cares? 
At least they keep to the contracts,  which is much more 
than you can say for j erks l ike Qaddafi . 

LaRouche: how a gold 
standard should work 
Lyndon H. LaRouche, Jr. , the noted economist who is 
chairman of the advisory board of the National Democratic 
Policy Committee, has issued a call for serious open discus­
sions of plans for returning gold to a central place in the 
world monetary system. 

To prevent the imminent onset of a new depress ion,  
already upon us due to the incompetent usurious policies 
of  Federal Reserve Chairman Pau l A. Volcker, we have 
no alternative but to put the U . S .  gold reserves to work 
as a base for massive credit  expansion in capital-starved 
industry and agricu lture. 

The upcoming meeting of the Presidential Gold 
Commission presents an ideal forum for debate on how 
to return to a gold-based system . 

Unfortunately, the most prominent spo kesmen on 
the President's commission come from the British Fabian 
school of economics epitomized by Mi lton Friedman 
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aficionados Arthur Laffer and J ude Wann isk i .  The Wan­
niski-Laffer proposals,  also shared by Lewi s  Lehrman,  
repeat the insanity of the 19th-century Brit i sh type of 
gold reserve system . In other words , by l ink ing cred it 
issuance to gold backing on a one-to-o ne basis ,  they 
intend, and wi l l  create a massive deflation in the mone­
tary system , and a tota l crash in economic act iv ity .  

The guts of a competent return to the gold system i s  
the  use of go ld  as  the  anchor for a credit policy. 

The first step is to monetize gold as a backi ng for the 
dollar internationally at a price that sho uld be approxi­
mately the average of the last five years' gold price (about 
$500 per ounce . )  This would make gold once aga in the 
ultimate unit of acco unt, to be used for reckoning inter­
national trade i mbalances . 

Second, the President and the Congress m ust create a 
new special i ssue of gold-reserve-denominated U . S .  cur­
rency, or Treasury,  notes .  These notes, amounting to 
several hundred bi l l ions of dollars,  are not to be spen t by 
the govern ment in  the way that Federa l Reserve cu rrency 
creation occurs today . Instead they are to be loaned at 
not more than 4 percent annual interest str ict ly  for agro­
industrial goods production and techno logical ly pro­
gressive energy production , water projects, and trans­
portation, through the pr ivate bank ing system . 

That is,  the U .S .  Treasury must d i rect the Federa l 
Reserve System to take a percentage of the loans by 
private ban ks for i nvestments in tech nologica l ly progres­
sive forms of agro-i ndustrial  production of goods, ener­
gy production,  transportation improvements, and water 
projects . The criter ion for these loans will not be the 
standard test of creditworthiness that now de facto ru les 
out any long-term high-techno logy proj ects on the basi s 
of certain frauds l ike "cost-efficiency . "  The appropriate 
standard for "performance-worthy" projects wi l l  be the 
contribution that project will make to the productive 
powers and overal l effic iency of  the now sadly dep leted 
economy. 

Putt ing gold beh ind our currency o nce more wi l l  
bring new stabi l i ty to our m onetary and credit  system , 
provided that its reserve base is used in order to anchor a 
rapid expansion of credit  for productive wealth .  It is not 
the magic of the metal that we see k ,  but a sound unit  of 
account whose success wil l  be measured i n  the Treasury ' s  
wil l ingness to  foster credit fo r productiv� industry and 
agriculture, and to slam the gates on the usurious specu­
lators who have looted our basic infrastructure and 
industry in the name of fiscal responsi b i l i ty .  

Let the public debate beg in .  Closed-doo r consulta­
tions bring the danger that the followers of Mi lton 
Friedman wil l  reverse their bolt from the gold system in 
1 97 1  in such a way as to compound the damage to the 
product ive base of the U . S .  economy . The U . S .  needs 
credit ,  not deflation. And an American System-style 
gold-reserve system , outl ined above, i s  the way to do i t .  
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Gold by Montresor 

Mr. Volcker's cross of gold 

The Federal Reserve chairman lays certain plans/or the yellow 
metal, explained by an obscure document. 

It was early this week that a docu­
ment of some 40 pages, replete with 
extensive mathematical formulae 
and carefully hand-drawn dia­
grams, came into my hands.  The 
ci rcumspect t it le,  "Gold Monetiza­
tion and Gold Discipline," drew my 
attention less than the authorship 
and point of publication .  These 
were Robert P .  Flood and Peter M .  
Garber, two young professors of  
finance lately of the  University of 
Virginia.  The publication ,  how­
ever, came from the Board of Gov­
ernors of the Federal Reserve i n  
Washington ,  where M r .  Flood cur­
rently resides in the Division of In­
ternational Finance. 

In  spite of all protestations by 
its chairman , the central bank is 
planning a return to gold . Spokes­
men for that ban k may attempt to 
dismiss these documents as aca­
demic studies for the newly formed 
Presidential Commission on Gold; 
and Governor Wall ich,  a member 
of  the Gold Commission, may ac­
knowledge that Mr. F lood serves 
upon his staff, but he will deny the 
study is  for his board. It  i s  M r .  
Flood's private affair,  he w i l l  say. 

These studies were begun as 
early at the Fed as 1 978 ,  by mem­
bers of M r .  Wallich's  staff who fre­
quent Basel ,  and know its thinking.  
They aim, as the present document 
at hand states with clarity, to util ize 
gold as a fixed point upon which to 
nail the growth of credit in the 
American banking system, to fix 
such deflation as wil l  halt the econ-
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omy we know. 
Some at the Fed wil l  admit to 

their  designs,  wi l l  admit that the 
Bank for International Settlements 
at Basel ,  Switzerland does seek to 
in  fact impose its own peculiar 
"discipline" upon the United States 
at some point,  a discipline that Paul 
V olcker can as yet only dream of. 
The Basel b an k ,  which directs the 
Fed board i n  Washington,  seeks to 
k now whether my readers wi l l  suf­
fer such insolence in silence. 

Gold, the board writes , i s  to be 
fixed i n  advance as to both price 
and the date by which said price 
must be attained . Only from that 
fixed point " must govern ment seek 
the implied paths for the govern­
ment's currency issue and gold 
stock holdings ."  W hatever drastic 
reduction in  the supply of credit to 
the economy is necessary to attain 
this  immovable point must be car­
ried out regardless of economic 
cost . 

The purpose of the exercise, the 
board states , i s  to give total pol iti­
cal control over the economy to the 
central bank ,  which i s  to enforce the 
standard gold fix by strictest " m on­
etary contro l ."  "The monetary sys­
tem . . .  can readily be characterized 
as a 'gold-paper-gold' cycle," they 
write disparagingly of the mere 
"paper" known as the U . S .  dollar.  
"Since the current 'paper' phase has 
allowed price-level i nstability, there 
has been some agitation to return to 
the gold standard . . . .  The basic 
point of this Paper i s  that such poli-

cies will  lead to price-level stability 
only in the presence of very specific 
monetary contro l ."  

The  board derides the  recent 
proposals of University of Califor­
nia  Prof. Arthur Laffer and New 
York financier Lewis Lehrman, 
both members of the "supply-side" 
cult, to let the " free market" fix the 
price of go ld.  What childishness, 
say Volcker's men . We may talk in 
public of the " free market" but that 
i s  not how we make policy. 

Our goal,  writes the Fed, is a 
fixed level of general price deflation 
throughout the economy.  " Si nce 
the goal of policy is not to monetize 
gold per se, but to stabilize the nomi­
nal price level, the actual policy tar­
get i s  a given path of  prices . 

"Since merely fixing the gold 
price at some m arket-determined 
level will not produce price-level 
stability and may indeed be qui te 
inflationary, it is reasonable to 
study gold monetization . . .  speci­
fyi ng desired paths for the nominal 
price level ."  

The  board's elaborate econo­
metric computer model then pro­
ceeds to fix the real rate of interest 
in  the economy, which is assumed 
to be quite h ig h .  It  also fixes a low 
price level . Then, "once gold's price 
is fixed , the money supply 
becomes" a fixed formula-range 
equation l inearly based on a sum­
mation of currency and gold stocks 
outstanding at the time o f  gold­
price fix. 

That i s  not deflationary 
enough,  they conclude,  for an even 
narrower range of gold price and 
monetary cons�raint is necessary to 
keep the gold standard from even­
tually collapsing. 

"We refer," they conclude, "to 
this constraint as the discipline of 
the gold standard." 
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Banking by Kathy Burdman 

A deregulation blitzkrieg 

The "Thrift Institutions Restructuring Act of 1981" is about to 
be railroaded through by the Fed and Wall Street. 

'The financial world is changing 
rather dramatical ly ," the Senate 
Banking Committee chairman Jake 
Garn told the press on Sept . 1 4 .  
"There i s  now general ly  sentiment 
in Congress for going further," on 
sweeping new bank deregulation 
legislation .  

The senator understates the 
matter. The conservative from 
Vtah has  not  only reneged on his  
position ,  published in a Dec. 10, 
1 980 EIR interview, that the na­
tion's  savings and loan and region­
al banks must be protected from 
further deregulation .  The entire 
V.S. Congress, unless halted by ap­
propriately angered constituents, is 
about to cartelize the V.S. banking 
system. 

Overseeing the proceedings are 
Federal Reserve Chairman Paul 
Volcker, Treasury Secretary Don­
ald Regan, and Federal Home 
Loan Bank Board (FH LBB) chief 
Richard Pratt, who are working to­
gether to create an atmosphere of  
panic on Capitol Hi l l .  "We're forc­
ing the congressional  leadership to 
face up to the fact that something 
must be done, because if  something 
is not done, there are going to be a 
lot more bankruptcies and mergers 
of S&Ls," said an aide to Pratt . 

He was referring to the major 
Sept. 8 FHLBB authorization of 
the merger of  three S&Ls in three 
states that has created the country's 
first "super S&L."  The bankrupt 
West Side Federal Savings & Loan 
and Washington Savings & Loan in 
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Miami were gobbled up by the Citi­
zens Savi ngs & Loan of San Fran­
cisco , creating a $6.8 bil lion institu­
tion, al l  of  whose mortgage hold­
ings are now fully guaranteed by 
the FHLBB's  Federal Savi ngs & 
Loan I nsurance Corporation 
(FSLIC) at taxpayers' expense . 

"This is a precedent, because 
West Side and Washington were 
about to collapse," said the Bank 
Board source, "and now Congress 
has got to act if  it  wants to prevent 
more bankruptcies, before the 
FSLIC is forced to exhaust a l l  
fun ds . "  Any threat to the FSLIC 
would send mil l ions of depositors 
nationally into a run on the S&Ls.  

Next month,  the New York 
Clearing House banks'  giant 
C H I PS computer-as I emphasized 
last spring-moves its payments up 
by 1 6  hours and goes to "same-day 
settlement ," sending banks around 
the world scrambling for V.S .  fed­
eral funds (see EIR, M ay 5. 1981) . 

Interest rates on fed funds could 
rocket to 25 percent or above, Fed 
sources say ,  and if  that happens 
dozens of S&Ls, among others , 
would be pu l led under. "I t  would 
balloon the cost o f  S&Ls' j umbo 
deposit certificates past what they 
could pay," said Pratt's aide. 

What do Volcker, Regan,  and 
the hapless Mr.  Pratt (once a pal o f  
the S&Ls) want? They want to pan­
ic the Congress into carryi ng out 
the dirty work of Henry Reuss and 
Will iam Proxmire; they want to 
cartelize the V.S .  banking system 

on the British m odel . 
They want a new "omnibus 

banking deregulation" bill, more 
horrible than the ReussjProxmire 
M arch 1980 Deregulation Act 
which destroyed the S&Ls' profits 
and handed the banking system 
over to Volcker-and they say 
Congress wi l l  give i t  to them.  

It 's  cal led the "Thrift Institu­
tions Restructuring Act of 1 9 8 1 ," 
and it would "rewrite the Federal 
Home Loan Act," which created 
the S&Ls, and as M r .  Pratt an­
nounced recently, move them out of 
home-mortgage lending altogether 
and shut down V.S .  homebuilding. 
As I warned here o n  July 28 ,  the act 
would force S&Ls into speculative 
real-estate ventures, international 
Eurodollar loans, commodity spec­
ulation,  and every other nonprod­
uctive scam . 

I say "force," because it 's de­
signed to go with Volcker's 20 per­
cent-plus i nterest rates, which 
Volcker said Sept . 4 he i ntends to 
maintain for at least another two 
years. In that environment, only 
these kinds of speculative loans are 
p ro fitable. Senator Garn and 
House Banking chief Fernand St. 
Germain (D- R . I . )  plan to "ram the 
bill through before the next 
congressional recess, maybe as ear­
ly as October," Pratt's  aides say. 
Garn himself says he likes the bi l l .  

As for Citibank and Chase, 
"they think it's great," Pratt's of­
fice says, because the New York 
commercial  banks intend to de­
mand their own deregulation bills 
on  a quid pro quo basis . Jake Garn 
himself is "cooking up a commer­
cial-bank deregulation bi l l"  which 
wi l l  abrogate the M cFadden Act 
and al low them to move across state 
lines and gobble up regional banks 
around the nation ,  my source said. 
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Foreign Exchange by David Goldman 

How far will the dollar fall? 

Although the present rapid/all may reverse, analysts see the 
deutschemark at 2.20 and even stronger. 

The V.S .  dollar stood at less than 
D M  2.27 at deadline o n  Sept . 1 7 , 
fully 30 pfennig less than its peak 
during the second week in  August, 
and down 6 pfennig from the pre­
vious day's opening o f D M  2.3 3 ,  an 
overnight decline o f  4 percent .  The 
rapidity of  the fall  i ndicates a basic 
shift of sentiment against the dol lar 
irrespective of V . S .  interest rates .  

Western European bankers 
polled by EIR are less sure that 
American short-term interest rates 
will continue to decline, as they did 
marginally over the period of  the 
dollar's sudden trouble, than that 
the fabric of the Reagan economic 
program will come unstuck . 

Like the British pound during 
1 979, the dollar remained strong 
despite severe underlying economic 
weakness because the Federal Re­
serve made the dollar a good bet: 
speculators who bid up the dollar 
were safe as long as there were 
"greater fools" to take the dol lars 
off their hands later.  In the mean­
time, they enj oyed the highest real 
interest rate "since the birth of  Je­
sus Christ," as German Chancellor 
Helmut Schmidt complained. 

The same factors that bid the 
dollar up past all  accounting for 
economic fundamentals are now 
working in the opposite direction .  
Dollar investors, including Arab 
groups, are more concerned to pro­
tect against exchange depreciation 
than to earn still-high dol lar inter­
est rates . Anyone still holding un­
hedged dollar assets against Ger-
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man mark liab ilities has lost 1 2  per­
cent of his investment in the past 
month, a small compensation for 1 7  
to 1 8  percent interest rates . 

The myth of dollar strength has 
been shattered.  On Aug. 1 1 , this 
column warned-while the dollar 
was at peak strength-that "inter­
national  markets may boomerang 
against the dollar," citing the fact 
that the German centra l bank had 
prepared exchange controls to pro­
tect against a dollar inflow into Ger­
man marks, the opposite of what 
then was occurring.  

Now the German government's 
August prediction of a OM 2 . 20 
rate for the dollar, sti l l  echoed 
through Frank furt banking circles 
when the dollar began fal ling stead­
ily the week of Sept .  1 4 , appears 
conservative. One V.S .  currency 
expert, Phi ladelphia-based invest­
ment adviser Nicholas W. Altemus, 
is now warning that "the dollar 
may be headed for real trouble. " 

Countervai ling factors m ust be 
taken into account to prepare for 
the next few months' foreign ex­
change markets . The market's pro­
pensity to "overshoot" desired 
rates because of speculative back­
wash could easily take the dcl lar 
down below the D M  2 .00 level be­
fore year' s end.  

M oreover, two factors are l ikely  
to work  in the  direction of short­
term dol lar recovery, without 
changing the medium-term out­
look .  

First, a sharp upward move-

ment in short-term dollar rates is  
likely for the fi rst week in October, 
if only due to the effects of  change 
in  settlement procedures at the 
Clearing House International Pay­
ments System, and additionally be­
cause the self-feeding credit de­
mand in the V.S .  and foreign credit 
sectors has not diminished . Al­
though dollar i nterest rates have 
ceased to be the primary determi­
nant of  the dollar's behavior,  a 
sharp rate movement would proba­
bly buoy the dollar briefly. 

Second, a Soviet invasion of  Po­
land by the end of the year, would 
almost certainly push the 
German mark down about 1 0  pfen­
n ig,  that is,  about o ne-third of  the 
way it has already risen . Most of the 
money that might leave Europe due 
to "political risk" has already left ,  
and the impact o f  a long-expected 
Soviet invasion would not have a 
permanent effect o n  the rate . 

I n  summary, the current Feder­
al Reserve policy stance and the 
prostration of the Reagan adminis­
tration's  economic program point 
to a dollar rate o f D M  2.00 over the 
next three to six months.  However, 
the downtrend is un likely to occur 
in a straight line, and a dollar re­
covery of more than 5 percent inter­
rupting the path down is  a distinct 
probabi lity . 

The combined deterioration of  
the dollar and the stock market 
may, by the beginning of 1 982,  put 
V.S .  equity at a discount of 40 per­
cent relative to mid- 1 98 l  levels 
fro m  the standpoint of foreign 
i nvestors holding German marks or 
Swiss francs . The most immediate 
result of the decline will be that 
foreign investors,  who already con­
trol up to one-third of American 
equity, will have a field day picking 
up sections of the V .S. economy.  
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InternationalCredit by Renee Sigerson 

A new set of basket cases? 

The rumors that Portugal, Argentina, and Ecuador are facing 
debt crises have an ulterior motive. 

The u . s .  Federal Reserve wi l l  
sponsor two days of secret ta lks  
designed to impose "common lend­
ing rules" on internat ion al bank 
loans at a meeting of 1 00 central 
bankers on Sept. 27-28 in Washing­
ton.  Acco rding to the West Ger­
man sources who leaked the ex ist­
ence of the con ference, the meet ing, 
which convenes a day before the 
I M F's annual conference, is  moti­
vated by the alleged anarchy of 
lending to Poland, lending per­
formed by banks under widely d if­
fering gui del ines and rules.  The Fed 
ostensibly seeks to establ ish inte­
grated, harmon ized precepts for 
"proper banking conduct ."  

This  i s  the latest phase of the 
Fed's efforts to gain contro l over a l I  
Eurodollar lending international ly .  
Earlier, the Fed, in co l laboration 
with the leading New York ban ks, 
collapsed the reschedul ing arrange­
ments previously agreed upon be­
tween Poland and the European 
banks that hold the bulk o f  
Poland' s  debt B y  citing Poland 
now, the Fed is ind icati ng clearly 
that it intends to use the leverage 
provided by U . S .  banks'  share of  
Eurodol lar lending to  compel the 
European banks to accept Fed-dic­
tated "rules and guidel ines ."  

This threat i s  made more credi­
ble by the reports recei ved from 
New York ban king sources that 
several LDCs that have not been in 
the news are actual ly in  shaky shape 
and could go the way of  Bol iv ia and 
Costa Rica, both of which have 
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suspended payment of pr inc ipal  on 
their  debts and entered negotia­
tions to resched u le thei r debt ser­
vice payments . 

Accord ing to a high-level New 
York bank economist, the "known 
problem cases" such as Bol iv ia, 
Zai re, Turkey, or Poland, may not 
pose a serious problem because the 
banks deal ing with them have long 
ago prepared themselves with cred­
it lines against any tightness in the 
interbank markets that might be 
touched off by the Oct. I switch to 
"same-day paymen ts . "  Several 
"surprise s ituations" only now 
coming to light, for which no prep­
arations have apparently been 
made supposedly include Portugal, 
Ecuador, and A rgentina.  

Investigations by EIR have 
failed to turn up any objective basis 
for this assertion . A major West 
German ban k had received word 
that " Portugal 's  credit standing has 
dropped very fast in the last few 
weeks," but found this " hard to 
understand," because Portugal 's  
rising cost of oi l  imports and the 
deleterious e ffects of a drought on 
both hydroelectri c  production and 
agricultural expo rts, a l l  had been 
foreseen . Portuga l ' s  strengths in­
clude a very sizable gold reserve 
(almost $ 1 0  bil l ion at today' s  price) 
and its imm inent entry into the Eu­
ropean Comm unity, which would 
support Portugal should i t  get into 
real financial trouble .  

Some New York banks agreed 
that they had seen noth ing j ustify-

ing loss of con fidence in Portugal .  
The country's  39 percent debt-ser­
vice ratio (debt payments to ex­
ports) is high, but the economy h as 
been growing at better than a 4 
percent rate, and an improvement 
in the weather will help it greatly. 

All evidence points to efforts 
emanating from locations in New 
York, probably including the Fed, 
to create an artificial  loss of confi­
dence i n  order to shore up Fed de­
mands for worldwide credit 
"guidelines .  " 

At bottom, there definitely is a 
"Third Wol1u debt crisis, "  caused 
by the extremely high amount of 
Third World paper that exceeds any 
reasonable expectation of coun­
tries' abi l ities to repay . The general 
practice is to continue rol l ing it  
over until more general solutions 
can be fo und. The Bolivian, Argen­
tinian, and Costa Rican cases show 
that virtual ly any situation can be 
"managed" if the desi re exists. 

Bolivia, widely publicized in the 
press including a scare article in the 
Los A ngeles Times erroneously as­
serting that Citibank and Bank of 
America were about to walk away 
from several hund red mil l ion dol­
lars in bad debts, had bounced sev­
eral m u ltimil l ion-do l Iar  checks be­
fore suspending a l l  attempts at pay­
ments last month .  Nonetheless, the 
banks thin k a suitable rescheduling 
wi l l  be achieved .  

Argentina has a potential ly 
more disastrous situation because it 
involves tens of b i l l i ons, but there is 
con fidence in the government's 
abil ity to maintain payment sched­
ules, despite its $14 b i l l ion  debt ser­
vice, which is more than 50 percent 
larger than total export revenues . 
And Costa Rica, which suspended 
some payments two weeks ago, is 
not causing undue concern . 
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Public Policy 

Mont Pelerin Society 
meets in Sweden 

The Mont Pelerin Society, a semi-secret 
organization of monetarist economists 
and sympathizers founded in 1 947 by 
Friedrich von Hayek, met at the begin­
ning of September in  Sweden to forecast 
the "end of the welfare state ." Munich 
Professor GUnter Schoelders took the 
occasion to praise the Reagan adminis­
tration's budget-cutting policy as a 
model for the advanced industrial sec­
tor, in contrast to Margaret Thatcher's 
England, where the policy was at­
tempted without success in reducing ac­
tual expenditures, the Swiss newspaper 
Neue Zurcher Zeitung reported Sept. 1 6. 

In the con ference's major presenta­
tion, Prof. Gordon Tullock of Virginia 
Polytechnic denounced social insurance, . 
starting with the Bismarck social pro­
gram in 1 9th-century Germany, as the 
source of  all economic evi ls .  In a paper 
entitled "Mercantilism, Socialism, and 
Prince Bismarck ."  Tullock proposed a 
general privatization of social services 
and a rollback of the welfare state as a 
solution to the encroachment of the state 
on the economy. 

The welfare state, Tullock main­
tained, is motivated by "envy of those 
people who have created wealth through 
non-socialist methods," the Swiss news­
paper said. 

Banking 

Lazard : S &Ls will crash 
dollar, permit buyouts 

A bankruptcy wave among S&Ls will 
lead towards an unprecedented collapse 
of  the dollar's value against other cur­
rencies, making it possible for foreign 
interests to buy out the U . S .  cheap, 
according to a scenario developed at 
Lazard Freres . 

The FSLIC has arranged a three­
state merger of S&Ls, at a cost of close 
to $500 mill ion, picking up the tab for 
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the losses at two of the merged institu­
tions.  H owever, the FSLIC had to poll 
several dozen institutions before finding 
a willing buyer for the bankrupt enti­
ties-even though it was willing to pick 
up the entire tab ! All the major Califor­
nia banks turned the offer down. 
"There's no business left at these i nsti­
t4tions even if  the losses are covered,"  
one banker said. 

" Europe did this better after World 
War II," said a source familiar with the 
Lazard program . "They wiped out 
everyone's savings and created an entire 
new class of poor people overnight." 

Two outcomes are possible, and they 
are not necessarily m utually exclusive, 
according to the Lazard plan . One is 
that depositors will  be forced to take a 
loss, by being forced to accept 9 percent, 
10 year bonds in  place of present 1 5  
percent, six-month certificates o f  de­
posit. The second is that the federal 
government will  have to print about $30 
billion starting in March 1 982 to repay 
depositors, something that both FSLIC 
and Fed officials insist they will do if the 
alternative is bankruptcy . 

"The solution will  be at least half­
again more inflationary than the prob­
lem o f  inflation that a tight monetary 
policy was supposed to have solved , "  
said o n e  source. "The dollar w i l l  col­
lapse, perhaps to DM 1 . 50 . . . .  The ul­
timate result is that we will lose owner­
ship of our productive capacity . "  

World Trade 

Japan steps up technology 
hookups overseas 

Japan is accelerating the pattern of  pri­
vate and governmental links with over­
seas enterprises in high-techno logy and 
industrial fields .  

On the governmental level, Japan 
signed a pact with Britain on Sept. 4 to 
"study ways to promote industrial co­
operation regarding new communica­
tions technologies ,"  reports Kyodo 
news service. Meanwhile, the Ministry 
of International Trade and I ndustry 
(M IT!) announced plans to seek an ex-

port-insurance agreement with West 
Germany, similar to existing pacts with 
France and Britain, that will facilitate 
joint export of industrial plants to third 
countries, particula rly OPEC and devel­
oping countries. 

On the private level , the Sept. 1 5  
Nihon Keizai Shimbun reports several 
tieups including the purchase by 
France's prestigious pump-maker 
Pompes Guinard of 25 percent of  M a­
rushichi Iron Works, leading to cooper­
ation in the production and marketing 
o f  pumps for nuclear power plants and 
petrochemical faci lities; an agreement 
by Fuj itsu to extend highly advanced 
computer and semiconductor technol­
ogy to Brita in's ICL, the first such Ja­
pan- U . K .  tieup in the high-technology 
field; talks between General Motors and 
Toshiba Corporation and M itsubishi 
Electric for the latter to provide semi­
conductors for electronic devices for 
their autos; and a pact between Volks­
wagen and Nissan A uto for the joint 
production and marketi ng o f  a new VW 
model both in Japan and for export to 
other Asian countries. 

u.s. Economy 

Industrial production 
falls in August 

The Federal Reserve I ndex of Industrial 
Production showed a decline of  0.4, per­
cent in A ugust, the largest fal l  since July 
1 980, and the fi rst fall in the month of 
A ugust in many years . This left the 
index less than one point above its level 
in January, confirming the total stagna­
tion in the tangible output of the U . S .  
T h e  fal l  in A ugust, normally a buoyant 
month, presages a further decline during 
the remainder of the year. 

The fal l  validates a Sept. 4, 1 980 
prediction by EIR that the Volcker 
recession,  begun in October 1 979, from 
which there was a slight rebound in late 
1 980, would hit again in the third 
quarter of 198 1 .  The cause of the fal l  is 
the interest rates that have decimated 
housing an d automobiles, the bedrock 
of the economy, and p laced most small 
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businesses and industrial enterprises in 
very precarious financial positions. 
Most of the fall  was accounted for by 
large declines in autos and home-build­
ing supplies . 

Not pointed out by the Fed in its 
release is that industrial production is 1 
percent below the level of 1 979, the 
highest level ever reached, but itself a 
year that saw the beginning of the 
Volcker collapse. And since 1 973,  the 
compounded average rate of growth o f  
industrial output h a s  been a paltry 2 . 0  
percent, revealing that the industrial 
economy has essentially been stagnant 
for almost a decade. 

International Credit 

India receives the 
largest-ever IMF loan 

India is  slated to receive almost $6 bi l­
lion over the next three years from the 
I M F  if the loan proposal submitted by 
the Indian government and the I M F  
staff i s  approved b y  the Managing Di­
rector and the Board of Directors of the 
Fund . A three-year I M F  loan, to I ndia 
for $5.75 bill ion at today's exchange 
rates, is  expected to be approved in the 
near future. 

The loan is to be made from ·  the 
Fund's Extended Fund Faci lity (EFF), 
established three years ago, which pro­
vides loans to countries with foreign­
exchange deficits which are not yet fac­
ing crisis situations. Most observers 
were surprised that the Fund would 
grant its largest-ever loan to India, 
which strongly defends its large public 
sector industries, which the Fund is 
known to oppose. The previous largest 
loans to Britain in 1 947 and to Pakistan 
recently, were both for less than $2 
billion . 

According to a Fund spokesman, it  
is anticipated that India will  invest heav­
i ly in oil development over the life o f the 
loan to reduce i ts oil import biB, pres­
ently the cause of a l arge balance-of­
payments deficit.  This is consistent with 
efforts coordinated by the oil multina­
tionals, the World Bank, the I M F, and 
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other agencies to spend huge sums de­
veloping non-OPEC oil while neglecting 
nuclear energy production and diverting 
resources from other industrial projects.  
However, India is also planning to use 
m uch of the money for other develop-
ment projects. 

• 

While the conditions o f the loan have 
not been made public, I ndia has said 
that they have not compromised the 
national interest. Yet the example of  Sri 
Lanka, now in Its last year of  a similar 
loan for $350 m il l ion,  reveals the Fund 
leverage the EFF confers on a country. 
Last year, when Sri Lanka embarked on 
an ambitious p ublic investment pro­
gram, their rate of monetary expansion 
exceeded the Fund's "performance cri­
teria," and the loan was suspended until 
Sri Lanka cut way back on its develop­
ment projects .  

Foreign Exchange 

Swedish devaluation 
reflect Europe's problems 

Sweden's Finance M inister announced a 
1 0  percent devaluation of the Swedish 
crown at a Sept .  14 press conference. 
The devaluation was motivated by the 
d isorder among EurQpean currencies 
arising from the 30 percent appreciation 
of the U . S .  dollar through the month of 
July, which resulted in a 10 percent rise 
of  the Swedish crown against the then­
weakening German mark d uring the last 
several months.  In  order to remain com­
petitive in West Germany, Sweden's 
largest markets, the government was, 
compelled to devalue. 

In  addition to the price freeze, the 
government announced a Swedish 
crown 3.9 bi l lion budget cut, including 
a small cut in the defense budget, fol­
lowing West Germany's lead in this 
direction.  

Denmark, a member of the fixed­
rates European Monetary System who�e 
currency has been under pressure in 
recent months, denied strenuously that 
it also planned a devaluation .  

Briefly 

• JAPAN'S $9 1 -ton purchase of 
gold in  the fi rst 7 months of this 
year understates considerably the 
actual amount o f  gold that has 
flowed into Japan, according to 
Japanese sources .  I l lustrating how 
this may have happened, one 
source pointed out that in the 
1 96Os, when the U . S .  put ordinary 
pressure on Japan not to buy 
gold,  the pressure was acceded to, 
while Japanese citizens quietly 
bought the gold instead .  

• GERMAN BONDS are rally­
ing due to the fal ling U .S .  dollar 
and rising German mark,  with a 
gain of about 1 pe�cent on l O-year 
bonds between Sept . I I  and Sept. 
1 4, while "selective foreign p ur­
chases accounted for an improve­
ment in tone in the equity mar­
kets," the daily Handelsblatt 
reported Sept . 1 6  . .  

• iTALY'S unemployment rose 
to 2 m il l ion,  or 10 percent of  the 
labor force, between July 1 980 
and July 1 98 1 .  Three-quarters of  
the unemployed are under 30 
years of age. 

• KUWAIT, reportedly with­
drawing up to $7 bil l ion worth of 
assets from Citibank because they 
are unhappy with Citibank's man­
agement, i s  said to be planning to 
switch $4 bil l ion to M organ Stan­
ley and $3 bi llion to Chemical 
Bank . . 

• DROUGHT has badly hurt the 
rice harvest in northern I ndia and 
cut down on the available hydro­
power for the nation's industry.  
I ndia, which purchased 1 .5 mil­
l ion tons of wheat from the U . S .  
i n  July, w i l l  n o w  b u y  2 t o  4 mil lion 
tons more; rice is  not available on 
the world market . . The purchases 
wil l  strain India's balance of pay­
ments situation,  already suffering 
the affects of high oil-import 
prices. 
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Haig and Peking 
enforce Global 2000's 
Kampuchea model 
by Peter Ennis 

Over the course of the last 50 years, genocide has twice been inflicted . The 
first case, the atrocities committed by the Nazis and their co l laborators, 
provokes outrage and horror in every part of the earth, as children are rightly 
instructed from an early age that the world can never again tolerate such an 
occurrence. 

The secon d  of  these episodes has been far less publicized; it was the 
systematic m urder of some three out of  seven mil l ion Kampucheans (Cam­
bodians) during the years 1 97 5- 1 978 :  a lmost half the nation's  popu lation was 
killed in less than four years . 

It was genocide more successful than Adolf H itler' s .  What fol lows is an 
eyewitness account of the current situation in  Kampuchea, and an extensive 
recounting o f  the "dark age" years in that country as told by numerous 
survivors. 

The report makes it clear that a "master plan" for the el imination of  the 
Kampuchean people-in fact, the nation of Kampuchea-existed, and was 
being carried out until  Vietnam put an end to i t  i n  January 1 979 .  Also firmly 
established is that the primary responsibi l ity for the horrors of Kampuchea 
lies with the People' s Republic of  China, together with the proponents of  a 
"China Card" all iance, who have agreed to cede much of Asia to the 
destructive economic and political pol icies of Peking-Henry Kissinger, 
Cyrus Vance, and A lexander Haig. 

No N uremberg tribunals have been convened on the s laughter in Kam­
puchea, even as Secretary of  State Haig's continues his public support for 
Peking'S Pol Pot instruments . 

. 

Haig, Kissinger, and Vance, acting for forces typified by Britain's  Prince 
Philip and his World Wildl ife Fund,  share with Peking a violent opposition 
to the urban, technologically advanced society, and aim for a return to the 
"old days," when the world was ruled by aristocratic empires squatting on 
and aborting the advancement of science, technology, and human life .  The 
controllers of Kissinger and Haig share with the Chinese a blatantly racialist 
contempt for " inferior" people, and use the neo-Malthusian specter of 
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Pol Pot 's second in command. [eng Sary (far right) .  confers with the U. S. secretary a/ state at a reception July 1 3 .  1 981  held at 
the A ustrian U. N. mission. 

"overpop u l a t i o n "  and " reso u rce crises" to i n h i b i t  the 
i n d us t r i a l  advance m e n t  o f  the developi ng c o u n t ri es and 
i m pose mass ive depop u l a t i o n . 

I n  K a m p uchea, preci se ly t h i s  a l l i a nce o f  C h i n a ,  
t h e  K is s i nger p o l icy facti o n ,  and " p o p u l a t i o n  c o n t ro l "  
experts,  p l a n ned a n d  carr ied o u t  step by step t h e  " fi n a l  
s o l u t i o n . "  I t  i s  t h e  truth beh i n d  t h e  ongoing b l oodshed 
in  Cen t r a l  A merica ,  w here H ai g ' s  fo rmer deputy o n  the 
Kam puchea project ,  Thomas Enders ,  i s  i m p le m e n t i n g  a 
m aster p l a n  as wel l .  I t  i s  the  t r u t h  beh i n d  t h e  C a rter  
adm i n istrat i o n ' s  Global 2000 Report. the m o st a m b i t i o u s  
p lan fo r w o r l d  depop u l a t i o n  i ss ue d  t o  date .  

The destruct ion o f  K a m puchea was a d i rect o ut­
g rowth o f  t h e  A m erican invo lvement i n  Vietn a m .  Con­
trary to popular  " d o m i n o "  myths ,  C h i na was never a 
seri ous  t a rget o f  that  i n vo l vement . V i et n a m ,  a k no w n  
opponent o f  Maois t  eco n o m ic and p o l i t ica l  p o l i c ie s ,  was 
the ch ief target o f  t he war :  V ietn a m ' s  destruct i o n ,  n o t  i t s  
restorat ion to " t h e  Western camp" was the goa l .  

One o f  the m a i n  i n s t i t u t i o n s  whose pers o n n e l  k new 
the true in ten t i o n s  o f  the V i e t n a m  w a r  was the  Draper 
Fund- Pop u lat ion  Cris is  C o m m i t tee.  D raper perso n ne l ,  
s u c h  as " h awks"  Robert M c N a m a r a  a n d  G e n .  M axwel l 
Tay l o r ,  and "doves" Edgar Snow a n d  G e o rge M c­
Govern , p l ayed key ro l es i n  b o t h  the p l a n n i ng o f  t he 
Vietnam war ,  and the open i n g  of p u b l i c  A m erican t ies  
wi th  C h i n a .  The strateg ic  o r i en ta t i o n  o f  t h e  D raper F u n d  
w a s  unabashed l y  d iscussed b y  i t s  fou nder ,  G e n .  W i l l i a m  
D raper,  J r . ,  i n  a 1 9 7 1  p a m p h l e t ,  " W h y  N o t  A d o p t  
C h i n a ' s  Popu l at i o n  G o a l s'?" which  states :  " Even t u a l l y ,  
t h e  earth a n d  i t s  resou rces bei ng fin i te ,  t he h u m a n  race 

EIR Septem ber  2 9 ,  1 98 1  

must l i m it i t s  growth t o  zero , a n d  adopt  fo r the w h o l e  
w o r l d  C h a i r m an M ao ' s  concept fo r C h i n a  o f  a s t a b l e  
repl acemen t - o n  I y  popu l a ti o n . "  

S i n ce a t  least  W o r d  W a r  I I ,  w h e n  secti o n s  o f  t h e  State 
Dep a r t m e n t  l e d  by Dean A ch es o n  o pe n l y  ad vocated 
v ictory by M ao ' s  com m u n i s t  fo rces in the C h i n ese c i v i l  
war ,  i t  h a d  been recog n i zed t h a t  t here was a c l o se affi n ity 
between the C h i nese co m m u n i sts  a n d  P r i n ce Ph i l i p' s  
e n v i ro n m en t a l i s t s .  

A n d ,  d e s p i t e  s h o rt-term i n te r r u p t i o n s  d u ri ng the E i ­
senhower ad m i n i s t ra t i o n ,  m uch o f  A merican p o l i c y  i n  
A s i a  has a i m e d  at preven t i n g  t h e  co n s o l i d at i o n  o f  t h e  
s t rength  o f  A s i a n  n a t i o n s-espec i a l l y  K o r e a ,  Vietn a m ,  
a n d  I n d i a-that  co u l d  stem t h e  s p rea d i n g  o f  C h i n ese 
ag rar i a n i s m  i n  the reg i o n . The C h i nese co l l aborat ion  
wi th  B r i t a i n  at  t h e  two Geneva c o n feren ces to  k eep both 
V ietnam a n d  K o rea div ided,  a re examples  o f  how t h i s  
wo rked . A n d ,  a s  wi l l  soon be c lear .  H e n r y  K i s s inger 
co ordi n a ted with h i s  good fr i e n d  Chou E n - I a i ,  every 
aspect of the A m erican w i t h d ra w a l  fro m V ietnam and 
the co m i n g  t o  p ower o f  Po l Pot . 

A s i de from t h i s  "geopo l i t ica l "  goa l ,  t h e  A merican 
i n v o l v e m e n t  i n  V ie t n a m  was a n  o u t r i g h t  experi men t in  
depopul a t i o n .  " Body-cou n t s , "  "bomb t hem back to the 
s t o n e  age , "  de fo l i a t i o n , " s t rateg i c  h a m l ets , "  a n d  other  
s logans  a n d  cam p a i g n s  t h a t  m o st A m er i c a n s  s i n k i n g l y  
k new o n  s o m e  leve l  h a d  a n o n m i l i t a ry pu rpose,  s u d d e n l y  
beg i n  to m a k e  sen s e .  

C o n s i d e r  t he fo l l o w i n g :  T h e re i s  deep o v e r l a p be­
tween the " h a w k i s h "  a rc h i tect s a n d  i m p l e me nters of the 
A mer ican  p o l icy t o w a rd V ietn a m ,  a n d  t h e "dovish" 
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citizens "CQncerned" with "QverpQPulatiQn . "  They are 
the same people. . 

• Robert McNamara : Perhaps mQre resPQnsible fQr 
the Vietnam war than any Qther American Q fficial ,  
McNamara develQped the idea Qf the "bQdy cQunt, " 
which reveals the true intentiQn Qf the war. H e  left the 
PentagQn because he repQrtedly became "disi l lusiQned" 
with the war; hQwever, he went to. the WQrld Bank, where 
he became a chief architect Qf  "PQPulatiQn-cQntrol" 
prQgrams, and glQrified China as a m Qdel fQr Qther 
develQping cQuntries . M QreQver, when the United States 
invaded CambQdia in 1 970, "dQve" McNamara imme­
diately recQnverted to. a "hawk," and wQrked the tele­
phQnes with Henry Kissinger at the State Department to. 
drum up supPQrt amQng American QpiniQn-makers fQr a 
spreading Q f  the war. He is currently Qn the bQard Qf the 
PQPu latiQn Crisis CQmmittee. 

• Maxwell Taylor, fQrmer chairman Qf the Joint 
Chiefs Qf Staff d uring the Kennedy administratiQn:  Tay­
IQr, tQgether with Walt RQstQw, wrQte the PQlicy dQcu­
ment urging the massive deplQyment Qf  American fQrces 
into. Vietnam . He is currently Qne Qf the mQst. active 
Draper Fund leaders, and Qpenly asserts that the biggest 
danger to. American natiQnal security is  the "QverpQPu­
latiQn" Q f the develQping cQuntries . 

• Gen. William Westmoreland :  WestmQreland was 
fQr years the cQmmander Qf American fQrces in Vietnam.  
At  this time, he  i s  a leader Q f the Draper Fund .  

• Ellsworth Bunker : While American ambassadQr in  
SaigQn, Bunker administered the  escalatiQn Qf  U.S .  in­
vQlvement in the war. He is currently an active sPQ kes­
man fQr the Draper Fund . 

• Marshall Green : U . S .  assistant secretary ·Qf state 
fQr Asia during part Qf the Vietnam war era, Green was 
Qne Qf the chief architects Qf the Qpening to. China.  He is 
nQW Qne Qf the day-tQ-day administratQrs and sPQkes­
man fQr the PQPulatiQn Crisis CQmmittee . 

• Henry Fowler : Treasury secretary fQr President 
JQhnsQn,  FQwler is a partner in the Wall Street invest­
ment hQuse GQldman Sachs,  to. which Henry Kissinger is 
an adviser; authQr Qf  Diplomacy in a Crowded World; and 
an architect Qf  American invQlvement in Vietnam.  FQw­
ler fundraises fQr the Draper Fund.  

• C. Douglas Dillon : Treasury secretary fQr President 
Kennedy, DillQn was another architect Qf  American 
invQlvement in Vietnam . He is nQW a leader Qf the 
PQPulatiQn-cQntrol-Qriented I nstitute fQr WQrld Order, 
and the Draper Fund.  

This grid ding in dicates why Qfficial Qf the State De­
partment's Office Qf PQPulatiQn Affai rs happily tQld EIR 
recently that the mQst significant QutCQme Qf the war was 
the abQrtiQn Qf IQng-planned projects Qn  the M ekQng 
River, which studies shQW WQuid turn IndQchina into. a 
vast ricebQwl Qf the regiQn .  
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And it shQuld be n Qted that the Office Qf PQPulatiQn 
Affairs prepared the Global 2000 Report with the sanctiQn 
and encQuragement Q fCyrus Vance. 

Planning for Pol Pot 
The spreading Qf the war to. CambQdia, and the 

ascent to. PQwer Qf PQI PQt, was a jQint prQject Qf Henry 
Kissinger and the Chinese . This brings us to. the rQle 
played by Kissinger deputy Alexander Haig. 

Kissi nger and H aig tQgether planned and carried 
Q ut the sQ-called "VietnamizatiQn" Q f the war, invQlving 
the gradual withdrawal Qf American troQPS from the 
regiQn . The key to. this plan,  which the public recQrd 
shQWS Kissinger discussed in ful l  with ChQU En-Iai, was 
to. wind dQwn the American presence while keeping 
Vietnam divided. 

Part Qf the plan invQlved ceding CambQdia to. 
Peking, by bringing to. PQwer the Po.I PQt-led factiQn Qf 
the Khmer RQuge (CambQdian cQmmunists), the fac­
tiQn allied with Peking. Alexander Haig was the Qn-the­
scenes desk Qfficer fQ r this missiQn,  regularly shuttling 
back and fQrth frQm WashingtQn to. PhnQm Penh,  
cQQrdinating the QperatiQns that  included massive 
American bQmbing Qf the cQuntry. Haig's right-hand 
man residing in CambQdia was ThQmas Enders, the 
chief Qf  the U . S .  embassy in PhnQm Penh,  and currently 
Haig's  deputy at the State Department in charge Qf 
Latin America . 

It was primarily these three men-Kissinger, Haig, 
and Enders-who. secretly and i l legally tQQk direct 
cQntrQI Qf the bQmbing Q f  CambQdia, cQnsciQusly de­
ceiving PentagQn and State Department Qfficials .  Sec­
retary Qf State William RQgers virtual ly  IQst cQntrol 
Qver his embassy in PhnQm Pen h .  

Enders's main jQb,  which h e  i s  said b y  Kissinger's 
cQlleagues to. have perfQrmed with "skill and efficien­
cy," was to. make the decisiQns ,  day after day, as to. 
which areas Qf CambQdia WQuid be bQmbed and hQW 
mil itary and civilian aid WQuid be distributed thrQugh­
Qut the cQuntry. All recQrds Qf these bQmbings were 
destrQyed, Qn  Q rders frQm Kissinger and Haig; the very 
existence Qf the bQmbings was cQncealed from the 
nQrmal chains Qf  cQmmand .  

Bit b y  bit,  the fabric Qf  CambQdian sQciety was 
devastated, and the Po.I PQt fQrces were assembled. It is 
a matter Qf public recQrd that Kissinger, Haig, and 
Enders regularly received repQrts Q n  the factiQnal strife 
in the Khmer RQuge, in which Peking wQrked with Po.I 
PQt to. eliminate the sectiQns Qf the Khmer RQuge 
friendly to. H anQi . 

Once Haig had brought the Po. I PQt regime to. 
PQwer, Peking tQQk Qver. The way was c leared fQr mass 
slaughter, whQse SCQpe and CQnsequences yQU are abQut 
to. discQver. 
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Life after death in 
the Kampuchean hell 

by Daniel Sneider, Asia Editor 

The Guide and I, entering that secret road, 
Toiled to return into the world oflight, 
Nor thought on any resting-place bestowed, 

We climbed, he first, I following, till to sight 
Appeared those things of beauty that heaven wears 
Glimpsed through a rounded opening, faintly 

bright; 
Thence issuing, we beheld again the stars. 

-The Inferno, Canto XXXIV 

With those words the great poet Dante Alighieri 
ended the fi rst part of his Divine Comedy, the. consum­
mation of the descent into hell and the beginning of the 
ascent toward paradise . I have visited a nation ,  Kampu­
chea, an entire people who have made their own descent 
into hell, into the darkness under the Khmer Rouge. 
they are a people now slowly climbing out o f  hell,  those 
who are left alive. I shall try to be your guide to what I 
saw and heard in a short visit here. 

I start my tour with Kampuchea as it exists now and 
as  i t  underwent the Dark Age of the Pol  Pot  regime.  
Kampucheans wil l  supply you with their own histories . I 
shall conclude with what is most important: why two to 
three million Kampucheans were murdered i n  the space 
of four short years, in the fullest genocide against any 
people in this century, and who I find to be .responsible. 
At that point, I tell you in advance, it will  be clear to you 
as it  was to me that the ultimate authors of this hell are 
not to be found in Kampuchea: they live, and rule, in 
China, whose regimes have practiced such methods on 
their own populations for many centuries, and continue 
to do so at this moment to the applause of evil people in  
the West. 

PHNOM PENH-South of the Kampuchean capi­
tal, in a field near the village of Cheung Ek, there stands 
an old weather-beaten tree. Two years ago , the branches 
of the tree were dead-killed by the blood of victims of 
the Pol Pot regime, particularly infants, whose skulls had 
been cracked against i ts trunk,  their salty blood soaking 
the soil at the base of the tree . 

Today the branches are again green with leaves . The 
tree is an unintended sign of  life in Kampuchea today, of 
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the undeniable reality that there is indeed a kind of 
resurrection here.  Yet the tree is also a reminder that all  
t.hat a visitor sees must always be placed against the 
shadow of the past, seen in relief against the four years of  
dark horror which have scarred every citizen of  this 
nation who i s  thankful to be alive today . 

On the other side of that field is a scene of death, one 
of so many in this coun try . I t  is an eerie sight of piles and 
piles o f  human skulls,  and beside them bones,  dug out 
from a mass grave of  victims of Pol Pot butchery . The 
empty eye sockets of the skulls stare at you,  sitting on the 
edge o f  the holes, 1 29 of them found so far here, in  which 
the bodies were dumped. 

Digging continues at this site. Thus far, over 6 ,200 
bodies have been discovered.  We walk to another part o f  
the grave, where fresh holes have been dug a n d  the stench 
of rotting, recently uncovered corpses rises up to strike 
you in the face . There are sti l l  bones tied together with 
rope or wire-the remains of  Kampucheans who were 
brought here, their arms tied behind their back and, with 
a crack on their skulls,  toppled, some sti l l  alive, into the 
holes of Pol Pot's executioners. There are some skulls 
which have the remains of cloth bandages that were tied 
as blindfolds on the victims.  

I stand by the edge of  the mass grave, the blue waters 
of a swolle n  river beyond,  the green fields of the village 
behind,  and talk with a local district o fficial and two 
villagers who bear the task of escorting visitors to this 
showplace of death .  One villager begins to tell me what 
he knows. During the Pol Pot period, his vil lage here, 
like all others close to the Phnom Penh capital ,  was 
forcibly evacuated, and no one lived here, except the 
cadres of  Pol Pot who ran a prison camp nearby. 

When Pol Pot was overthrown i n  January 1 979,  the 
villagers who were still alive ,  l ike those all over the 
country, walked back to their homes, to start life again . 
However, in this field close by the vil lage, they noticed 
strange depressions in the ground and a "bad smell" 
coming from the area . They told the local authorities, 
who came and soon started digging:  this horror is what 
they found . 

The local district chief turns to me with an anger in 
his voice uncharacteristic of the soft Khmer people . 
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There are many graves like this in every province, all 
over Kampuchea, he tells me. Some remain undiscovered 
in the forests; many remain undisturbed; one was found 
in Siem Riep-while a Japanese journalist observed in 
undisguised shock,  a single huge hole was uncovered 
with more than 5 ,000 bodies heaped into it.  The eyes of 
the Khmer official look into mine as he demands: "You 
must tell people what has happened here; you must  tell 
them why we cannot allow Pol Pot to return ."  

On the dirt road back from the vil lage I pass two 
stucco buildings , adorned by a gate with a sign in Khmer, 
the red Kam puchean flag with the yellow symbol of 
Angkor Wat in the center flying from a small flagpole in 
a courtyard, and tens of children everywhere. What is 
this place? I ask my interpreter and guide, U ng You 
teckpio .  "An orphanage," he says .  I ask to" stop:  I t  is  
one of many orphanages I will see along the roads and in 
the city of  Phnom Penh during my short stay . 

The children play in the courtyard or stand by the 
buildings to look at their unexpected visitor .  They seem 
to range in age from the very young to older teenagers . 
A middle-aged man and woman emerge from the smaller 
building to greet me; he is  the director o f  the orphange, 
the woman his assistant and a nurse . This orphanage, 
with about 1 50 children, contains children from this 
district. There are many more like it in the province and 
children who are not yet taken care of. The director and 
his assistant quietly explain this to me. They glance at the 
children crowded around us as we talk and say that 
"someone must take care o f  our children . "  

My guide later tells me that there are perhaps one 
million orphans in Kampuchea , their parents killed by 
the regime. Indeed as you travel it is soon apparent that 
women (many of them widows) and children (many of 
them orphans) by far outnumber the men of  Kampuchea. 
The children, the nurse tells me,  were at first difficult to 
handle-having done nothing during the Pol Pot period 
but carry dung and steal to stay alive. Now, she says, 
they are better; they are calmer and they are learning to 
read-schools were abolished in Pol Pot's hell .  Their 
faces, particularly those of the older ones, remain aged 
beyond their years . 

Phnom Penh : a city that is not a city 
All this I saw on my first afternoon after arriving in  

Kampuchea . Early that morning I had boarded a 
Soviet-made passenger jet of the Vietnamese airline in 
Ho Chi Minh City (formerly Saigon) .  The plane flew 
low over the vast green fields of  the Mekong Delta, now 
covered in parts with the red-brown flood waters of that 
mighty river, spread like a sheet across the horizon .  We 
passed over land covered with what loo ked like yellow 
polka-dots, the water-filled bomb craters sti l l  left as a 
reminder of the war.  In less than an hour, the plane 
landed at the tidy airport of Phn om Penh.  

My guide met me and soon we were on a short drive 
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into Phnom Penh, once renowned as one of  the most 
beautiful capitals of Asia. I had in mind a description o f  
the city given to me by an Indian friend w h o  hat! visited 
here almost exactly two years before, six months after 
the Vietnamese and their Kampuchean allies had top­
pled Pol Pot and his Chinese controllers. Then the city 
was desolate, having been emptied completely of  its 
inhabitants by Pol Pot's army, the streets strewn with 
furniture, books, money-the objects of civilization 
hated by Pol Pot 's peasant cadre and thrown from the 
houses of the city .  

The Phnom Penh that greeted me, as I later recount­
ed to my Indian friend, is  a place of  new life .  The streets 
have been cleared of debris and cleaned; both the houses 
and the streets are now full of people-some 400,000 to 
500,000 Kampucheans have returned to live in Phnom 
Penh and its immediate environs.  Shops are open again 
and cafes facing the streets are filled with people; the 
avenues are b ustling with constant streams of bicycles, 
even motorcycles, and cars and trucks, used mostly by 
relief agencies and the government; the markets are 
again there . 

The l ife is extremely simple: the authorities, with the 
essential help of  the numerous intellectual and private 
relief agencies functioning here, along with the aid of 
the Vietnamese and the Soviet-bloc countries, have 
man aged to restore the basic necessities. The city has a 
supply of electricity-though for only part of the day; a 
supply of water-though not in all the houses; and, 
most important of  all ,  a supply of food, including now, 
as you can readily see in the central Phnom Penh 
market-vegetables , fruits, rice, and even fish, chicken, 
and pork. The government does not seem to mind an 
open black market that supplies goods brought in from 
Thailand, mostly needed consumer items like clothing, 
as well as cigarettes. In addition some 10 factories 
around the city, making glass, cloth, and even a bottled 
soft-drink p lant,  have been restored to partial function­
ing, though a lack of  power and raw materials keeps 
their production at a minimum . 

JUdging fro m  the trucks you see all over, out in the 
countryside as well as the city, many of them marked 
with United Nations or  Red Cross symbols, the inter­
national relief effort is essential to this revival. With 
new floods occurring while I am here, deluging the 
entirety of two provinces in the east, hopes for increas­
ing food production to about 800,000 tons of rice this 
year will not be met. Continuation o f  the relief aid, 
then, which is scheduled to shut down in large part at 
the end of the year, is crucial to ensuring that the 
progress that has been made will not be lost, but will 
continue. Yet, under any circumstances, as people will 
tell you here, a corner has been turned in the ascent out 
of Pol Pot's hel l .  One water engineer, working for a 
relief agency, told me that the changes here are dramatic 
from a year ago , even from three m onths ago . 
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In Phnom Penh at every point I found that n ew life,  
alongside ugly reminders of the past . On my first 
afternoon I walk down the main aven ue of the city . 
Part-way through my walk , two young boys came up to 
me. Speaking a stiff but lilting English, they ask me 
eagerly where I am from .  "America," I reply . Their 
faces brighten: "can we talk to you?" they ask. "Of 
course," I answer, though somewhat apprehensively, 
vaguely expecting to hear some plea to help them leave 
the country or  perhaps to denounce the authorities to a 
foreigner . 

Their desires are nothing of the kind.  They are 
originally from the city, were driven out six years ago,  
and recently returned. One is aged 1 8 , the other 2 1 ;  they · 
have resumed their education ,  which was halted six 
years ago, and are now studying English in a Phnom 
Penh secondary school-they show me an American 
textbook they are using-and they want to "practice 
their English" with a native speaker.  

They offer to show me around, and talk as we walk . 
The older boy I find out is an orphan; the four others in 
his family were killed, although he is not sure what 
happened to his m other, who was sent somewhere else 
when they were "evacuated' in April 1 97 5 .  The younger 
has only his little brother left alive with him . This is  a 
story I am to hear countless times. Of everyone I met in 
this city and in villages around it, not one single person 
lost less than half his immediate family during the Pol 
Pot period.  The boys do not want to talk about this; 
they are asking me how to pronounce this word and 
that, their eyes eager with learning and the future . 

We wander off the main avenue to side streets,  
where I encounter a bizarre sight:  on almost every 
corner are piles of rusted carcasses of automobiles, 
heaped on top of each other, and bleached white by the 
sun . I find out that they are lesser mechanical versions 
of what I saw in the mass grave-indeed, outside 
Phnom Penh is a field, a mass grave of technology, of 
hundreds o f  such autos.  

The i ll iterate peasant boys who came to occupy the 
city in April 1 975 ,  the cadres of Pol Pot's  Khmer 
Rouge, were told to destroy all "imperialist things"­
by which was meant every single manufactured item, 
both foreign and Khmer, that could be found.  The boys 
take me past the destroyed b uilding which formerly 
housed the central bank, blown up by the Khmer Rouge 
as a symbol of the hated "old" society, the bank n otes 
left lying about, to be found drifting in the streets four 
years later when the liberators came. Under Pol Pot 
there was no money, no currency , at al l .  

As I walked through the city streets on that first 
day, past bui ldings faded with their paint peeling off 
and the automobiles pi led up on the corners, I also tried 
to put my finger on a specific impression .  There is 
indeed life here, but something is wrong-it is  poor, 
yes, but something else;  people are here, but i t  does not 
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feel like a city . I t  struck m e  that they are inhabiting 
Phnom Penh ,  b ut they have not yet made it again a 
place with a particular active conviction of permanence. 
They are still individuals, who wandered back dazed, as 
one person put it,  "with n othing but our bare hands," 
thankful to be alive. The full confidence in  that life,  in  
i ts  endurance, is only  now beginning to come back . 

What happened to these people? I ask myself. I fin d  
that i t  is the easiest question t o  answer: you only have 
to strike up a discussion, and soon you will hear the 
same story, again arid again .  

The Pol Pot inferno 
The first lengthy account of what happened here 

was told to me by the young man Ung You Teckpio, 
who acts as  m y  gui de and i nterpreter. U ng is  i n  his mid­
twenties,  a Phnom Penh resident who was a student 
when the black Pol Pot curtain descended on April 1 7 ,  
1 975 . As the Khmer Rouge forces entered the city 
following the surrender of the Lon Nol regime, Ung 
was forced to leave within the fi rst day-"evacuated," 
they were told-due to the threat of U . S .  bombing. 

He was sent to a small village in Battambang 
province i n  western Kampuchea, where he stayed for 
the next four years . For four years his was a life fi lled 
only with hard labor, accompanied by the constant 
threat of  death either directly at the hands of the 
"Angkar"-in Khmer literally meaning the "organiza­
tion"-or indirectly through starvation and overwork.  
He was separated from his family, m ost of  whom are 
dead now, and kept in a camp only with other young 
people . 

Under the Khmer Rouge's Angkar, all Kampu­
cheans, he tells me, were divided into three categories: 
first, o n  the top, were the m em bers o f  the Angkar itself, 
including the peasant soldiers of Pol Pot's army. Sec­
ond, also semiprivileged, at least in the beginning,  were 
the so-called old people. These were the inhabitants o f  
the "base areas" o f  t h e  Khmer Rouge before 1 975 ;  in  
these "liberated zones," the peasants were trusted and 
considered already purified.  

At the bottom were the "enemy , "  those that suffered 
most and died first in Pol Pot' s hell .  The enemy 
comprised former soldiers and officials of the Lon Nol 
regime, of  course; but those were p art of the b roader 
category of "new people. " The "new people" included 
anyone from the cities, anyone who had lived o utside 
Khmer Rouge control ,  and particularly anyone who 
was literate, educated, even semi-urban in their ways . 

Ung was an "enemy," a member of the "new 
people," for he cam e  from Phnom Penh, was educated, 
and could even speak some English, although he con­
cealed this fact fro m  his prison guardians.  The Angkar 
was composed of the uneducated, the il literate, the m ost 
backward o f  peasant society-except, of course, at the 
very top ,  where Pol Pot, his Sorbonne-educated top 
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A t an orphanage near Phnom Penh . 

men , leng Sary and K h i e u  S a m p h a n ,  and th eir  "cen tral  
com m i ttee" operated . . 

U n g  i s  a lways coming back to t h i s  p o i n t .  I n  h i s  n ot­
so-perfect English learned years ago i n  a P h n o m  Pen h 
high scho o l ,  he tel ls  me,  "They wanted to k i l l  a l l  the 
inte l lects , a l l  of the i ntel lect s . "  Ung a n d  the others were 
to be pur ified of  a l l  " i m peri a l i st th ings ,"  sent to l a b o r  
in  the fi e l d s  start i ng at 4 :00 i n  the m o r n i n g ;  s t o p p i n g  a t  
noon for a h a l f- h o u r  l u n c h  brea k ;  and con t i n ui ng work  
into the n ig h t .  They m ight ,  he to ld  m e ,  w o r k  u n t i l  1 0  o r  
II  at n ight , for they were tol d that  t h e y  m ust  complete 
a certain a m o u n t  of labor-prepare a hectare of l a n d  o r  
dig three cubic  m eters o f  earth fo r a n  i rrigat ion canal  
(with their  hands )-before they could s l eep that day . 

The sl ave- labor  was unending ;  there was no t i me to 
ta l k ,  to smoke a cigarette . For this  labor ,  20 people 
were fed with o n e  c u p  o f  rice a day,  e n o ug h  to make a 
wea k rice s o u p  supplemented by a n yt h i ng they co u l d  
fin d  t o  eat ,  i n cl uding l eaves fro m  t he trees an d th i ngs 
that craw l on the gro u n d .  Existence u nder  the A n g k a r  
g o t  steadi ly  worse,  n o t  better:  U ng s a y s  that  t here w a s  
m ore to e a t  i n  the fi rst two y e a r s ,  t h at the  1 977-78  t ime 
was the worst . 

M ost of those w h o  died,  died of disease a n d  starva-
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t i o n ,  of exhaust ion . The strong survived a n d  even o f  
those, U ng 'sa i d ,  "We were j ust wait ing to d i e . "  Some 
did n ot have to wa i t .  "They came and took people away 
i n  the night and they n ever came back . This i s  what 
happened to m y  father ."  

Death , i ndeed, was what  kept  the Angkar's  system 
together.  Death was the p u n ishment  fo r the "crim es" of 
the " n ew peo p l e , "  for fai l i ng to co m p l ete their  work,  
for t al k i ng at the  wrong t ime.  Death was the t h reat over 
the heads of  everyone :  even the execut ioners ,  the g u a rd s  
o f  t h i s  v a s t  p r i s o n  ca l led a co u n t ry,  were threatened 
with exec ut io n if they did  not  succeed i n  gett ing resu l ts .  
K a m puchea was a land o f  death ,  and death a lone .  " We 
o n l y  survive d , "  U n g  told me,  "to stay a l i ve ,  nothi ng 
else .  " 

Do not  ask Ung what  happened i n  K a m puchea for 
those fou r  years;  do not  ask h i m  what h appened i n  h i s  
p rovince,  or even i n  t h e  v i l lage a few k i l om eters away . 
He doesn't  k n o w  h i m self, because dur ing those years he 
could not  m o ve,  h e  could not  even pass i n  the night 
fro m o ne house to a nother,  o n  pai n of  death . In t he 
l a n d  o f  t h e  A n g k a r  t h e r e  were  n o  n e w s p a p e r s ,  n o  
radio s ,  n o  pri nted words a t  a l l-only t h e  occasional  
indoct ri nat ion sess ions  of  the cadres .  

Neither were there fam i l i e s  anymore i n  th is  h el l .  
Fam i l ies were b ro k en up by t h e  Angkar .  Even mar­
r iages were a rranged top-down in mass  ceremon ies by 
the Angkar .  Ung escaped such a m a rr i age,  he told me,  
by being s ick a t  the t ime i t  happened;  "then I g uess they 
forget a b o ut me . "  

U n g  tel ls  h is  story w i t h  t h e  passion o f  o n e  who l i ves 
beca use he cherishes h is  identity as " a n  i n te l lect , "  o f  
w h o m  there a re s o  few left a live i n  t h e  country .  " We 
i n te l lects , "  he te l l s  m e  later ,  disdai n i n g  those w h o  left 
the co u n t ry to l ive  i n  ex i le ,  " m ust stay to save our 
mother l a n d .  " 

The 'new people ' 
The next day I heard a di fferent  story that was 

essent ia l ly  the  same.  In the afternoon I came downstairs 
to  await  U ng ' s  arrival ,  a n d  sitt i ng i n  the  l o b by i n  fro nt 
o f  the h otel (one of two revived i n  Phnom Penh)  was 
another young m a n ,  a companion o f  U ng's  a lso act ing 
as a g u i de fo r a Japa nese journa l i s t  w ho had come on 
the same fl ight with me.  A l ways courteous ,  a n d  trying 
h a rd to perfect h i s  high-schoo I - taught Engl ish,  as we 
sat i n  the lobby h e  to ld  m e  a l i tt le  o f  h i s  story . 

" I  l i ved in P h n o m  Pen h with  my fam i l y .  M y  father 
was  a teach e r .  When Pol Pot came, w e  were told we 
w o u ld h a ve to evac uate the city fo r three days, so we 
d i d  not take m uch with us, t h i n k i n g  we w o u l d  soon 
come bac k .  When we were told we could not ret u r n ,  we 
did n ot k n ow what to do because we did not have 
en ough fo od . 

" We decided to go to the o ld v i l lage o f  my fam i l y ,  
w h e r e  s o m e  o f  o u r  fa m i ly- o u r  c o u s i n s-st i l l l i v ed 
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because we thought they would take care of us.  We 
were wrong.  It was worse for us there than in another 
place . The vi llage was , since 1 972, in  a base area of the 
Khmer Rouge and our own family was against us .  
When we arrived we were treated as the enemy, as new 
people, from the city. It was even worse, because our 
relatives knew all our h istory; they knew what my father 
did and so on, so we could not conceal it from the 
Khmer Rouge. 

"I was separated from my m other and father, who 
were living a few kilometers away . But I managed to see 
him [the father] every six months or so by slipping out 
in the night and going to his village . And he used to 

. send me fruit, so I would have something extra to eat. 
"There were a thousand 'new people' in the vil lage. 

The old people lived better than we did; they were 
especially the poorest people , who h a d  been in the 
village. Those people were made Khmer Rouge cadre, 
and they did everything to the new people .  It was 
terrible . . . .  One day I was so hungry that  I picked 
some fruit from a tree, a Khmer Rouge saw me, and I 
was arrested and put in prison for three days . . . .  At the 
end,  of the n ew people,  only  20 people were al ive,  
mostly widows . 

"When the liberation came [he was living in the east, 
in Kompong Chom region]  many of us wanted to take 
revenge on the Pol Pot butchers . But we were too 
weak ." 

"What happened to your family?" I ask heavily . 
"Until the middle of 1 978 my father and mother 

were alive. Then all I knew was that the fruit stopped 
coming. I co uld not leave to see them, so I could only 
wait. When liberation came, I went to find them . They 
were gone ."  

I found tears in my eyes . I could o nly look down 
and say, "terrible, terrible ."  Before I came here, I had 
heard an d read about what happened . I had consciously 
steeled myself, an d unconsciously prepared myself to sit 
back like a "journ alist ," and ask questions .  At this 
moment my preparations had been washed away by 
these tales of hell . 

Turning his face toward me, this man who lost so 
m uch said quiet ly ,  " Y o u  are a gentle m an . "  Our  
conversation ended . Later that evening, after I have 
thought about this and decided that others m ust hear 
the story I have httard, I met him . I ask him i f  he would 
mind sitt ing and telling his ful l  story to be taped. He 
looks up at me and says quietly, "It  makes me sad to 
remember, and I want to fo rget the past . "  

In the course of the next few days I hear more. I 
hear villagers in a town near Phnom Penh who were 
also "evacuated" tell me similar stories of death . O ut of 
33  in one family ,  10 are left alive; out of 1 2 ,  four are 
left; and on and on. I numbly ask the village chief what 
is different now. He looks at me as if I am a fool :  
"Under Pol Pot,  at this hour,  we would have no time to 
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sit and talk like this . "  W e  are chatting, women and 
children gathered around us, in  front of  a thatched-roof 
hut. Of 1 ,500 people who once lived in this village, only 
70 came back . 

I ask further questions about "now" and "then ."  At 
one point the village chief, a literate, grey-haired man 
who had lived in the city for a time, gets quietly angry, 
misun derstanding the purpose of my questions .  

" Perhaps you do not believe us .  I wil l  tel I  you .  They 
would take the husband away to kill him,  and at night 
the Khmer Rouge village chief would come and sit 
under the house and listen .  If  his wife was crying, they 
would take her away the next day. We learned not to 
cry . That is  what happened ."  

An o ld  woman, her  teeth stained brown by the  betel 
nut chewed here, has j oined the conversation .  I turn to 
her at one point and put a question I have asked of 
others : I ask what she thinks of the Vietnamese, whose 
troops are seen everywhere. She answers , " Because the 
Vietnamese came and liberated us, we are alive. Because 
the :Vietnam ese came here,  we h a ve freedo m .  It  is 
different from Pol Pot: even if  we have no food, we are 
happy.  Under Pol Pot, we had no food and we were not 
free . "  

The word " freedom" i s  perhaps a loose translation.  
I t  has no general meaning here-beyond the ability to 
sit  and talk, and walk from one vil lage to another; the 
fact that their children , alI of them in the village, now 
learn to read and write in a simple school; the fact that 
they are alive . I meet no one here who does not feel that 
way about the Vietnamese-they don't want them to 
leave so long as Pol Pot and his b utchers still exist . 

The two phases of hell 
On the evening of the day before my departure, I 

had an encounter that adds another dimension to my 
understanding of what happened here. I was walking in 
the dusk o f  evening down a city street when a man 
emerged from a vacant storefront, where he apparently 
lives . He approaches me, and in good English asks 
where I come from ;  I teU him, and he invites me to sit 
and have a cup of tea with him . Over the tea, the man 
(let us call him P.)  tells me a fascinating story .  I t  soon 
becomes clear that P .  wishes to telI his story because I 
am an American-he has questions of his own.  

P.  was a minor o fficial in the Lon N 01 regime, one 
of  a handful al ive today.  He had learned his English 
partly from a stay in  America, and was close to officers 
of Lon Nol's  army, for whom he sometimes served as 
an interpreter. At the same time, his brother had joined 
the Khmer Rouge sometime in the 1 960s .  His mother 
and father lived with his brother in  a Khmer Rouge­
controlIed village. His father was killed by the Khmer 
Rouge, though before 1 975 ,  when he  h ad crossed battle 
had seen Chinese "advisers" come to inspect dam and 
irrigation sites.  One reported that most of the people 
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l ines into Ph n o m  Penh to visit  h i s  so n .  When he 
returned to the village he was accused by the Khmer 
Rouge of  having provided information to the Lon Nol 
regime and having received money in return from his 
son .  His fami ly ties to the central government did not 
save him from executio n .  

In March 1 975 ,  not long before the e n d  of  the Lon 
Nol regime, P. was witness to goings-on between senior 
army officers of the regime and the AmericaQ advisers 
who were pull ing out. In M arch lie attended a special 
briefing given by an A merican colonel to top Lon Nol  
o fficers . They were told that the U.S .  was pull ing out ,  
but that they should not worry, as  there would soon be 
peace in Kampuchea-peace between the regime and its 
Khmer Rouge opponents. 

P. said that one of his friends was told something 
still m ore explicit in private. Those assurances, one U . S .  
officer confided to a Kampuchean officer, were based 
on the fact that the United States was in  touch with 
both sides of the conflict. Even m ore, he was informed, 
the United States had been funneling funds to Khieu 
Samphan, the leader of the Khmer Rouge, through a 
Khmer Rouge support group in Paris .  Something P. 
also suspects,  which I have heard elsewhere befo re,  is  
that the United States had a deal  with the Chinese to let  
the Khmer Rouge win . 

At any rate, as he bitterly recounts, it was due to 
such assurances that many of the Lon Nol regime's 
officers, unlike their Vietnamese counterparts, did not 
flee with their  American backers when they left :  they 
were left waiting in Phnom Penh for what they thought 
would be a very different outcome. 

The takeover by the Khmer Rouge in  April was, of 
course, fol lowed by the forced evacuation of Phnom 
Penh and all other cities .  According to P. 's  brother, 
even senior Khmer Rouge cadre did not know o f  the 
plan to empty the cities . The orders came at the last 
moment from Pol Pot and his m ost intimate circles, 
including, I later found out, Pol Pot's Chinese "advis­
ers ."  Some people, P .  told me, tried to stay i n  Phnom 
Penh until  the arrival of Khieu Samphan , who was well 
known as a former cabinet minister of  the Sihanouk 
days, thinking he would countermand the orders. They 
did not s ucceed-indeed, I was told by an official here 
that K hieu Samphan' s brother, sti ll al ive in Kampuchea 
today, was among those forcibly sent out.  

P.  was consigned to a prison camp for former Lon 
Nol officers and officials in the east. H e  had i n  fact been 
turned in by his brother, who by that time was a district 
chief of the Khmer Rouge. He was in that camp for 20 
months-unti l late I 976-during which time his brother 
would visit him twice a month and tell him what was 
going on .  Of the more than 200 Lon Nol officers who 
started out in that prison camp ,  only 14 �ere left alive 
when P.  was released . "We ate anything that moved ,"  
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he told me. P .  was released due to his brother' s yielding 
to the constant pleas of their m other to save his life ;  his 
brother interceded, got P. released, and P. went to a 
province in the east . 

P . ' s  brother then became caught up i n  the shifting 
tides within Pol Pot's hell . 

The account P. gave me is coherent with others that 
I heard, distinguishing two clear phases in those four 
years . 

For the fi rst two years, until late 1 976, the people 
who were killed were almost all  former Lon Nol people 
and " new" people .  But the outright m urders, aside from 
m ass deaths by simple starvation and genocide, during 
the next two years, 1 977-78,  were almost entirely within 
the ranks of  the Khmer Rouge itself. 

Purges within the ranks were a secon d  phase o f  Pol 
Pot cleansing aimed at anyone suspected of opposition 
to Pol Pot, an opposition that became a factor as more 
a n d  m ore K h m e r  R o uge cadre,  p a rt icular ly  i n  the 
eastern region bordering Vietnam, came to know what 
was really taking place throughout the darkened coun­
try . These cadres were arrested and accused of being 
"KGB agents" or "Vietnamese agents," whereas previ­
ously the charge had been mainly "CIA agent ." 

In late 1 976,  another internal forced migration was 
carried out, mostly herding people from the eastern 
region toward the west. The p urges and m urders o f  
Khmer Rouge cadres are clearly l inked t o  this .  P . ' s  
brother was  arrested in early 1 977,  accused, among 
other things , of  allowing his family to influence him to 
free his brother, who was placed in a special prison 
camp i n  the east. From 1 977 through what i s  known to 
many as the "coup" of M ay 1 978 ,  the purges intensified. 

During this time the cadres of  the southwest region,  
an area which is  Pol Pot's  personal hard-core base, were 
deployed througho u t  the country  to carry out  the 
killings . The southwest, as I was later told ,  was run by 
Pol Pot's  favorite henchman, Ta Mok,  a brutal man 
who had b uilt for himself a special fortress,  its security 
guaranteed by systematically ki l l ing the workers as they 
constructed it, story by story . 

Finally in May of 1 978-as I recall from P. ' s  story, 
around May 25-was the "coup," a full-scale attack by 
Pol Pot's hard-core forces on the eastern region .  It was 
during the confusion of  this attack that P . ' s  brother 
escaped from his prison camp (he is  still  alive ,  working 
quietly as a farmer somewhere, P. tells me) . 

These events, P. says, were l inked to the escalating 
war Pol Pot was carrying o ut from the east again st 
Vietnam , where tens of thousands of Kampucheans had 
fled as refugees . Pol Pot's armies, in increasing intensity 
from mid- 1 977 onward, launched vicious raids into 
Vietnam, slaughtering Vietnamese vil lagers i n  larger 
and larger numbers. P. says that his brother told him in 
the beginning of 1 977  that he would soon become a 
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district chief in Vietnam, that the Pol Pot regime was 
going to capture the entire M ekong Delta,  which cen­
turies before had once been part of the old Khmer 
empire. 

P. wants to know why the Americans did what they 
did . "I am pissed off," he said, using his  American 
English , "at the Americans ."  After his release from 
prison, he had somehow managed to get hold of a radio 
which he kept hidden: "I  listened al l  that time to the 
Voice of America broadcasts , but I never heard any­
thing about what was going on i nside Cambodia except 
that there were food shortages. Why," he asks me, with 
his story of the 1 975 American evacuation in mind,  
"didn ' t  you do something?" 

Now he has thought it  through, and he is  looking 
for confirmation for his understanding that somehow it 
has to do with the relationship between China and the 
United States . He knows some of  the former Lon Nol  
officers who are working with former Premier Son Sann 
in one of the groups operating against the new govern­
ment along the border . He holds them in contempt­
"they are j ust smugglers"-and he tells me he decided 
to stay, "to help the country . "  

P . 's  story i s  part o f  the evidence I had been looking 
for to answer the question of all  questions :  how did this 
incredible hell come to Kampuchea? The hard, direct 
evidence required to answer that question is harder to 
find. Certainly the pieces that one can find here begin  to 
solve the riddle. 

The Chinese gauleiters 
Some time in 1 977 ,  in a paper factory in eastern 

Kampuchea, two Chinese technicians were talking . One 
of them had been there for some time, probably since 
Pol Pot took over i n  April 1 97 5 .  The other Chinese had 
arrived to replace him . The fol lowing conversation was 
overheard by a Kampuchean working there who, un­
beknownst to his overlords, could understand Chinese . 

The new arrival said to his  friend: "I heard most of 
the Kampucheans had been k i l led, but I sti l l  see plenty 
of them around. What is happening?" His friend replied 
quite blithely :  "Don't  worry : in a few months, it will be 
different . " 

The man who overheard this conversation fled the 
paper factory soon after hearing this exchange. He 
survived to recount the terrifying story to a c lose friend, 
who in turn told it  to me one n ight in  Phnom Penh .  

S uch stories give one mere inkling o f  the Chinese 
monstrosity that was the Pol Pot regime in Kampuchea. 
Putting all the evidence together, i ncluding that relayed 
to me firsthand in Kampuchea, certain things about 
what happened there under Pol Pot become undeniably 
clear: 

First, the events that occurred, from the first orders 
on April 1 7 ,  1 97 5  to evacuate all of Kampuchea's cities, 
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to the dispersal o f  the population,  rural slave-labor 
camps,  and the systematic elimination of some two to 
three million of the population,  were obviously carefully 
planned and prepared beforehand. There was indeed, 
somewhere, a "master plan," and the Kampucheans are 
so convinced of this that they are searching for docu­
ments left behind which they believe will prove this fact 
to the most skeptical person .  

Second, that among the Kampucheans themselves, 
the full scope and nature of what was going on inside 
th e  country , fro m  the beginn ing  to the end of the 
regime, was known only to a tiny handful of  people, the 
closest aides to Pol Pot, Ieng Sary, and Khieu Sam­
ph an-the ruling triumvirate-and not even to mem­
bers of their "cabinet ,"  at least seven of whom were 
eventually executed in their own prison camps.  As for 
the population,  they were chained to one spot, perhaps 
moved once or twice, for the four years deprived of 
knowledge of events even in the next vi l lage, except 
perhaps for rumor. 

Third, that only one other grOt.!p of people were in a 
position to know what was happening in the country 
and that is the Chinese who had thousands of advisers, 
estimated between 1 0,000 and 20,000, stationed all  over 
the country, at production sites and with every mi litary 
unit .  The closest people to Pol Pot were not Kampu­
chean-they were his Chinese " friends," incl uding the 
infamous Chinese Ambassador Sun Hao, who is better 
known as the " Governor-General" of Kampuchea dur­
ing those years . Even the few foreign embassies a llowed 
in Phnom Penh,  as has been reported by others, were 
kept so tightly under control that their personnel were 
permitted to travel only on certain selected streets of the 
almost-deserted capital ,  and had to seek permission to 
travel from one embassy to another .  

It is further true, and documented extensively, that 
the proclaimed guiding ideology of the Pol Pot regime 
was Mao Tse-tung Thought, that the inspiration at 
every point for the rural Auschwitz that Kampuchea 
was turned i nto was the ruralist i deology of M aoism, 
itself mere ly  a continuat ion in the long h i story of 
peasant-based feudal ol igarchic rule in  imperial China. 

At the least, i n  the terms of the N uremberg tribunal 
on crimes against humanity, the Chinese are guilty of 
"having known or been in a position to know" about 
the crimes against the Kampuchean people. But it is 
also clear enough that the Chinese role goes far beyond 
that . 

Peking's levels of command 
In the course of my visit to Kampuchea I asked a 

number of people, at random, if they had seen any 
Chinese during the Pol Pot period.  Some had not, but 
m an y  had. Several people, living i n  rural slave- labor 
communes, in widely separated parts of the country, 
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were k ep t  a w a y  w h e n  s u c h  v i s i t s  o c c u r red , " b u t  

watched from t h e  corner  o f  t h e  h o use,  a n d  I saw m a n y  

b l a c k  c a r s  c o m e  w i t h  C h i n ese i n  them . "  
A m ore d i rect observa t i o n  was m ade over a l o n ger  

period o f  t i m e  by Ung Pic h ,  a s u rv ivor  o f  the i n fa m o us 
Toul  Sleng exterm i n a t i o n  camp i n  P h n o m  Pen h  who 
was worki n g  unt i l  somet ime i n  ear ly  1 9 77 as a p u b l i c­
works engi neer in the  K o m p o n g  S o m  port i n  so utheast  
K am puchea . U ng Pich was a l lowed to stay because h i s  
s k i l l s  were need e d ,  a n d  h e  o bserved t h e  g o i ngs-on i n  
this  m aj o r  K a m puchean port d u ri ng t h a t  t i m e .  

Ung P i c h  reports that  t here w e r e  s o m e  20 t o  3 0  
Chinese experts  o n  stat i o n  i n  the  port , "experts" w h o ,  
h e  o bserved, were act u a l ly co m m a n d i n g  the Pol  Pot  
troops there.  In  add i t i o n ,  every t ime a C h i nese s h i p  
arrived,  2 0  or m o re C h i n ese w o u l d  c o m e  down to t h e  
port . 

The t ra ffi c o f  C h i nese vesse ls  i n t o  K o m p o n g  Som 
during the per iod he co u l d  d i rect l y  o bserve was heavy , 
a lm ost o ne a d ay ,  h e  s ay s .  T h e  s h i ps were m os t l y  fi l l ed 
with arms,  from t a n k s  a n d  a i rp lanes to truck s a n d  
a m m u n i t ion , T hese m i l i tary s u p p l i e s  were flo w i n g  i n t o  
the rap i d  b u i l d u p  o f  t h e  P o l  Po t a r m y ,  w hi c h  i s  est i m at­
ed to have reached a strength of 2 5  d i v i s i o n s .  Other 
so urces report that C h i nese advi sers served down t o  the 
batta l i on leve l ,  and somet imes company leve l ,  t h r o ug h ­
out  t h e  Po l Pot  a r m y ,  

A b ove a l l ,  the  C h i nese t o o k  c h a rge o f  t h e  K h m e r  
Rouge leadersh i p .  K a m p uchean Presi dent H en g  Sam­
rin , h i m se l f  a former  top Khmer R o uge leader ,  to ld  m e  
i n  a n  i n terview i n  P h n o m  Pen h ( s e e  be l ow) t h a t  t h e  
Chinese w e r e  c l o se l y  d i rect i n g  t he a ct i v i t ies  o f  Pol  P o t ,  
l e n g  Sary , a n d  t h e i r  c o h o r t s .  H e  says t h a t  t h e  p u rges o f  
the K hm e r  R o uge i n  fact b e g a n  wel l befo re 1 9 75-t h a t  
the fi rst p u rges were a i m ed at e l i m i n a t i n g  a l l  t h o se 
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I'ek,"�. v;; ..... ,, "  y at Pol Pot 's jungle 
headquarters,  

sen ior  cadres who had part ic i pated i n  the a n t i - F rench 
struggle before 1 9 54 ,  those  with experience o f  co m m o n  
efforts  with  t h e  V ietn a m ese .  T hese p u rges,  as  wel l  as the 
later ones ,  were reportedly a i m ed at c lea r i n g  out any 
elements k n ow n  to be opposed to C h i n ese contro l .  

T h e  few documents  recovered after  1 979 regarding 
the C h i nese l i n k  are  h i g h l y  s uggest i v e .  When Pol  Pot ' s  
j un g le  headquarters was captured at  o n e  p o i n t ,  pass­
ports fo r h im se l f  and leng Sary were fo u n d-Chinese 
passports  w i t h  C h i n ese n a m e s  for them . A ccordi ng to 
one K a m p uchean s o u rce, the fu l l  scope of the Chi nese 
l i n k s  were k n ow n  o n l y  to a few people,  i n cl u d i n g  Pol 
Pot . 

O n e  aspect o f  the  C h i n ese role  was t h e  presence o f  a 
n u m be r  o f  K hm e r  o f  C h i n e s e  o r i g i n i n  t h e  u p p e r  
eche l o n s  o f  the Pol  Pot  com m a n d .  ( P o l  Pot and l e n g  
Sary themselves are s a i d  to be p a rt C h inese . )  O n e  o f  t h e  
m ore i nterest i n g  b i t s  o f  i n fo r m a t i o n  t h at I fo u n d  con­
cern s o n e  of th ese C h i n ese- K h mers ,  a man k no w n  in 
the K h m e r  Rouge as  Ouch . 

Ouch,  w h ose real n a m e  is K an g  Ngeich Eav, was 
the  c h i e f  o f  t h e  A n g k a r ' s  secret- pol ice security orga n i ­
zat ion . A m o n g  other  t h i n g s ,  he  d i rected t h e  T u o l  Sleng 
c a m p ,  a n  ex term i n a t i o n  center  where t h e  m o st i m por­
t a n t  pr isoners  o f  the Pol Pot reg i m e  were brought ,  
tortured,  a n d  k i l l e d .  A cco rdi n g  t o  U ng Pich , w h o  spent 
two years there as a pr isoner (one  o f  seven people who 
s u rv ived ) ,  kept  a l i ve d u e  to his s k i l l s  in r u n n i n g  the 
camp's e l ectr i c a l  e q u i p ment ,  O uc h  was i n  total  com­
mand o f  everyth i n g  that  h appened at Tuol  S l en g .  

O u c h ' s  father  i s  s a i d  to h a v e  been C h i n ese a n d  h i s  
mother  a mem ber o f  the  C h i nese m i n o r i t y  i n  Kampu­
chea . H e  was or ig i n a l l y  a professor of geography at 
Phn o m  Pen h  U n ivers i ty ,  j o i n i n g  the K h me r  R ouge i n  
1 964 . O u c h  w a s  a ferven t M a o ist a n d  fo l l ower o f  China ;  
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Pich says that he was constantly quoting and citing 
Peking authority for his views and acts .  

Along with a few others known to the current  
Kampuchean authorities, Ouch was among the closest 
circle around Pol Pot. Ouch is  still  alive, and reported 
to have the same role as head of  the secret police in  the 
bands of  the Khmer Rouge stil l  operating under Pol 
Pot i n  the border regions.  The evidence suggests that 
Ouch is one of the crucial interl inks in the Chinese 
apparatus in Kampuchea, and certain ly one of  the most 
important murderers of the regime-the Eichmann, if 
you wi ll ,  of  Kampuchea. 

The Chinese model 
Three different, though related, answers are given 

by the Kampuchans themselves ,  part icularly at  the 
official level, to the question of why Pol  Pot  and the 
Chinese did what they did i n  Kampuchea . 

One is that the Pol  Pot  group was  p ursuing a 
Kampuchean version, on a vast scale, of the "Great 
Proletarian Cultural Revolution" of Peking's China.  
The second is  that the Chinese and Pol Pot were seeking 
to establish a mi litary base i n  Kampuchea, 'with an 
army that could be used against Vietnam as part of  a 
grand Chinese expans ion ist  strategy i nto So utheast 
Asia, which hinged on the destruction of  Vietnam as a 
political-military obstacle to China.  

The third answer perhaps encompasses and super­
sedes the other two: it is the most hideous, but most 
compelling, reason given.  It is  that the Chinese were 
deliberately carrying out a policy of depopulation of 
Kampuchea-a project only partly finished at the time 
o f  the overthrow of the Pol  Pot regime-with the 
eventual aim of repopulating Kampuchea with Chinese. 

The parallel of the events i n  Kampuchea to those in 
the Chinese Cultural Revolution, a h igh point of M ao ist 
insanity , i s  most often made by Kampuchean officials 
in  Phnom Penh .  "You know," a senior official told me, 
"there were thirty mill ion people ki l led i n  China during 
the Cultural Revolution ."  The M aoist Red Guards who 
went through the streets of China destroying "bour­
geois things" and assaulting "bad elements" are seen 
here as i dentical to Pol Pot' s young peasant cadres of  
the Khmer Rouge. Pol  Pot, l ike M ao ,  used these cadres 
to carry out massive purges of his opponents within the 
party and regime. 

Pol Pot and Ieng Sary's  dedication to Maoism is  
well  known . Mao is quoted telling the two of  them on a 
visit to Peking after they had been placed i n  power: 
"Comrades, you have won a tremendous victory. One 
blow, and no more classes . The rural communes with 
the poor peasants and the lower stratum of  the middle 
peasants in the whole of Kampuchea constitute our 
future ." The endorsement by Mao of the slave-labor 
system of Kampuchea and the systematic extinction of 
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the intelligentsia and urban society merely reflect the 
dedication of  the Chinese leadership to that system of 
society . The Kampucheans point out that this was not 
m erely a fact iona l  advocacy o n  the part o f  radical  
M aoists i n  China: the current "pragmatic" leadership 
of Oeng Xiaoping has been no l ess enthusiastic in its 
support for the Pol Pot-I eng Sary regime. 

Chinese authorship of  the Pol Pot m aster plan is 
further documented, in the view of  Kampucheans, by 
the second reason given:  the deployment of  Pol Pot 
agai nst  V ietn a m .  As  I n o ted above,  Khmer Rouge 
cadre were explicitly told i n  early 1 977 that they were 
going to conquer the Mekong Oelta region of southern 
Vietnam . I was also to ld  that  as ear ly  as  1 97 6  the 
Chinese i nstructed the Khmer Rouge to build secret 
guerri l la bases in the j ungle in anticipation of a war 
against Vietnam . 

From early 1 977 ,  i n  escalating pattern,  attacks were 
launched in the east into Vietnam, until  by late 1 978 ,  
they were being carried out on a large scale. 

The mi l itary mobilizatio n  of the Pol Pot forces also 
is coherent with the i nternal  process of genocide in the 
country. Food for the population , entai l ing death by 
starvation and disease, became scarcer and scarcer, 
according to what I was told by various people here, as 
time went on. What i s  i nd icated i s  that the population 
was being worked to death to bui ld up a war machine 
which the Chinese supplied with heavy weapons;  and 
that the move outward i nto Vietnam also reflected the 
a uto-cannibal ization of Kampuchea under the slave­
labor camp system . This process is easily recognizable 
to students o f  Nazi Germany as far harsher than, but 
along the same l ines as, the 1 936-38 period o f  war 
buildup and internal  fascist looting of the population,  
followed by the imperative drive o utward to conquer 
new territories to loot . 

The method to what some still misidentify as the 
madness of Pol Pot is in  short a ruralized and intensified 
vers ion of the economic and m ilitary policy of  Nazi 
Germany.  Ung Pich told me that when the liberation 
forces came to Phnom Penh,  they found in one of  Pol 
Pot's houses copies of various studies of Nazi Germany ! 

The Chinese battleplan, according to both Kampu­
chean officials and Vietnamese officials with whom I 
had talked earlier i n  Hanoi ,  was to pin Vietnam between 
a p i n cers of Pol  Pot attacks in the southwest and 
Chinese mi litary pressure-and ultimately large-scale 
attacks-in the n orth . 

The "final  solution" for Kampuchea goes beyond 
all  this . Why,  one m ust ultimately ask as I did, would a 
Kampuchean regime kil l  nearly three mil lion (out o f  
about 'eight t o  n i n e  mil l ion) of  i ts o w n  population? 
President Heng Samrin  told me s imply  that  it was  
because  the r ul ers o f  the regime " were n o t  really 
Kampucheans ." Indeed what regime-as n ot even the 
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Nazi regime did-has carried out such systematic gen­
ocide against its own population? 

The depopulation of Kampuchea 
A senior Kampuchean government o fficial gave me 

this answer. "The Chinese plan was to leave only one 
mill ion Kampucheans alive, mostly women . Then they 
were going to bring in 1 5  mil l ion Chinese at first, and 
afterwards more, and eventually kill off all the rest of 
the Kampucheans ." This idea, amounting to a Great 
Han project to create Lebensraum for China's hundreds 
of mil lions, first in  Kampuchea and then if possible 
throughout Southeast Asia, is  at fi rst m ost i ncredible, 
even to myself, one o f  the most severe j udges o f  the 
Peking regime; but upon further reflection m akes the 
most sense out of  what happened in  Kampuchea. 

After all , how is one to explain that the Pol Pot 
regime, under tight Chinese direction,  was furiously 
building dikes, irrigation canals,  dams, all  the infra­
structure for Chinese-style rice agriculture, on what is 
known to be the richest rice-growing land in  Asia; and 
that at the same time was systematical ly kil ling o ff the 
population that would presumably have to work this 
land, maintain these structures, eat the rice grown? 
What was being down was clearly not for the benefit or 
use o f  the Kampucheans.  

There was,  of course, an elite stratum in Pol Pot's 
Hell ,  and they had plenty to eat; but as the process of 
mass m urder accelerated, and Pol Pot and his close 
supporters saw their own Khmer Rouge ranks were 
revolting against them , they had to kil l  more and more 
j ust to stay in control .  

In any crime, including such transcending crimes 
against humanity such as these, one m ust always ask: 
"Who benefits from the crime? Who has a motive for 
the crime?" In this case, the evidence is powerful  enough 
to lodge a conviction, before any court of justice in any 
nation on the face of  the earth, of the regime in Peking, 
including m ost especially its current leadership.  

The thoughts that were last in my mind as I left 
Phnom Penh were directed b ack toward the United 
States, and the policies of this administration and the 
previous ones toward what happened here. I thought 
about Gen. Alexander H aig who, as deputy to Henry 
Kissinger,  was intim ately involved i n  the U . S .  war 
policy in Kampuchea, directing a process which facts 
suggest led consciously and knowingly to the installa­
tion of a Peking puppet regime in Kampuchea, in  the 
service o f  a j oi n t  st rategy fo r establ ishing C hi nese 
hegemony in Southeast Asia and in containing and 
destroying Vietnam in a war that did not end for 
Kissinger, Haig, and their control lers . Such people, 
because they are allowed to be more powerful ,  are more 
evi l ,  more knowing in thei r evi l ,  than those who m ur­
dered three mil l ion in Kampuchea . 
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An interview 
with President 
Heng Samrin 
The following interview with President of Heng Samrin 
Kampuchea ( Cambodia) ,  was conducted by EI R A sia Edi­
tor Daniel Sneider during his recent visit to that country. 

. H eng Samrin is 47 years old. He has been president of 
Kampuchea since April 29,  1 980 following national popular 
elections to the 1 1  7-seat National Assembly. 

Though little is known about the Kampuchean leader, 
who makes some autobiographical remarks in this inter­
view, prior to the December 1 978 ouster of the Pol Pot 
regime, he had been a second-level leader of the Communist 
Party of Kampuchea ( Khmer Rouge) in the eastern region. 
In May 1 978 he broke with the Pol Pot-Ieng Sary faction 
of the Khmer Rouge, and was one of the founders of the 
Kampuchea National United Front for National Salvation 
(KN UFNS), of which he became chairman. 

After the ouster of the Pol Pot regime in December 
1 978 by the KN UFNS and Vietnamese forces, Heng Sam­
rin became president of the People 's Revolutionary Coun­
cil. 

President Heng Samrin rarely gives interviews to for­
eignjournalists. 

Sneider : What is your response to the recently held 
United Nations con ference on Kampuchea? 
Heng Samrin : I would like to inform you about the 
problem of the international  conferen ce at the Un ited 
Nations .  As a matter of fact there is  no Kampuchea 
problem to be solved . The question of Kampuchea has 
already been solved since our l iberation day of Jan . 7 
[ 1 979] ,  when we overthrew the genocidal regime [of Pol 
Pot] . The Ministry of  Foreign Affairs has a lready made 
a statement on the international conferen ce held i n  New 
York on the 1 3 th [of July ] .  I would l ike to emphasize that 
the internati ona l  conference there has no value to Kam­
puchea . 

There is no problem to be solved . We have our 
People's Revo lutionary Party o f  Kampuchea . We have a 
National Assembly . We have our State Council  and a 
Council  of M i nisters . We have a constitution wh ich is 
supported by a l l  strata of the people . 
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Sneider : What is your view o f  the  p o l i cies o f  A S EAN 
[Associ at i o n  o f  S o u t h - East  A s i a n  N a t i o n s ]  and o f  the  
Chinese? 
"eng Samrin : To h i t  the n a i l  on  the head about  t he 
pol icies o f  A S EA N  a n d  the C h i nese,  we w o u l d  l i k e  to 
state that we take the posit ion o f  t he recen t  co n fe rence o f  
t h e  th ree I n dochi nese fo reign m i n i sters o f  K a mpuchea,  
Vietn a m ,  a n d  Laos . A regiona l  co n ference between the 
I ndochinese and the A S EA N  coun tr ies ,  which we pro­
posed , i s  the most  i mporta n t .  A fterwa rds a n  i n ternat ion­
a l  con ference sho uld  be he ld  in  order  t o  guarantee the 
agreement reached between the A S EA N  a n d  I ndo­
chinese coun tr ies .  

We h ope that the  A S E A N  co u n tr ies w i l l  be tolerant 
on th is  quest i o n .  N ow we are ta l k i n g  about A S EAN and 
China .  For A S EA N  a n d  China,  we can state that  t hey 
have the same pol icy posi t i o n  because they had the same 
point o f  view d u r i n g  the con ference i n  N e w  York o n  the  
question o f  withd rawal  o f  the V ietn a m ese forces fro m 
Kampuchea,  on the quest ion of d isarming the govern­
ment of the Peo p le 's  Rep u b l i c  of K a m p uchea.  

B ut the o n l y  d i fference between the pos i t ions  o f  
A S E A N  a n d  C h i n a  is t h e i r  s trategy .  O n  t h e  C h inese s ide ,  
they su pport the  Pol  Pot- I e n g  Sary c l ique .  And the  
A S E A N  side s uppo rts the  t r a i tors S o n  Sann a n d  
Sihan o u k .  

Sneider : W h a t  d o  you t h i n k  o f  the  po l i cy o f  t he  Reagan 
admi n i s trat i o n  toward this region?  
"eng Samrin : The pol icy o f  t h e  Reagan a d m i n is trat ion 
i s  to h o l d  power i n  th is  reg i o n ,  which w as forme rly a 
strategi c  reg i o n  o f  the  U n i ted States . So the pol ic ies  o f  
Reagan sti l l  h a v e  the a m b i t i o n  to c o n t ro l  Southeast  A s i a .  
I t  m e a n s  they wish to m ai n ta i n  t h e  region i n  w h i c h  t h e  
ASEA N  co u n t ries are-wh ich have a lready b e e n  under  
their  i n fluen ce-to op pose the other  S o u t heast A s i a n  
countr ies here.  

Therefo re the Reaga n a d m i n istra t i o n  po l i cy is in 
co l l u s i o n  with C h i n a ,  t o  encourage C h i n a  to  ca rry o u t  i ts  
ambit ions of  aggress ion i n  S o utheast  Asia ,  espec i a l ly in  
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I n d ochi n a .  A s  a m a tter o f  fact ,  the  v is i t  of Secretary o f  
State H aig to C h i n a  h a d  the p o i n t  o f  st i m ulat ing C h i n a  
to give the " seco n d  lesson "  to V ietn am . 

Genera I I y  spea k i n g ,  the p o l icies o f  Reagan have the  
a m bit ion to take power and control  the Southeast Asian 
regi on , i n  pa rt i cu l a r  the countr ies o f  A S EA N .  

Sneider : H o w  strong a re t h e  P o l  P o t  fo rces i n  K ampu­
chea a t  th is  t i m e? 
"eng Samrin : I can say that  t here is no Pol Pot force 
exi st i ng in Kam puchean terri tory , b u t  I can say that  most 
o f  them are l iving i n  the terri tory of Thai land a n d  also 
a long the border . They use subversive act iv i t ies and 
conduct guerri l l a  war against  us .  This  can be done 
because o f  the support  o f  the  C h i nese expansion ists,  who 
use the support  of  the co u n tries o f  A S EAN-that is ,  
T h a i l a n d-to give them sanctuary a n d  act agai n st us .  

I wo u ld l i k e  to i n form you that the p eo p l e  o f  Kam­
puchea say that  the  s i tuat ion in K a m p uchea is  
irrevers i b l e .  

Sneider : W h a t  do you t h i n k  o f  th is  " un ited front" o f  
Son Sa n n ,  S i h a n o u k ,  and the Pol  Poti sts? 
"eng Samrin : I can state that  the "united fro n t "  which 
h as appeared is a p loy of  the U . S .  i m perial ists ,  the 
C h i nese expansionists ,  a n d  the  A S EAN countr ies .  These 
three people, they are aII  eager to b e  the boss . To u n ite 
the fro n t  i s  n o t  easy . The reason i s  that these· people have 
n o  patr ioti s m . Every one of them only  t h i n k s  about them­
sel ves ,  their  sel f-benefi t ,  and their  gro u p .  

Sneider : N o w  I h a v e  a w h o l e  series o f  quest ions about 
the past which I think a re a l so i m portant regardi n g  the 
prese n t .  Regarding the past ,  to your own knowledge, 
what was the d i rect C h i nese role d uring the Pol Pot 
regi m e  in K a m puchea? 
"eng Samrin : During the Po l Pot regime,  the C h i n ese 
p l ayed a very i mportant role  to d irect Pol Pot's  and 
K h i e u  Samphan's  p eople .  The most i m portant ro le was 
to use Pol  Po t and his c l ique i n  order to take our l a n d ,  
o u r  territory, and a lso to p u t  the  yoke o f  o ppress ion on 
our people in order to gain  the advantage for conducting 
aggress ion i n  I n doch i n a ,  as wel l  as i n  So utheast As ia .  

Refer back to the  previo u s  s tory ,  that  we had u n i ted 
toge t h er [with the C h i n ese- D . S . ]  to fight against  colon­
ia l ism a n d  i m peria l i s m .  A t  the t i m e  we won the war,  in  
Apri l 1 975 ,  the K h mer Rouge were under the d irect ion 
o f  the C h i n ese authorit ies ,  a n d  they t urned the situation 
a ro u n d  i n  K a m puchea and considered the V ietnamese a s  
t heir  first  enemy.  T h ey started to  con duct aggressive 
operations  ag ai nst  them . 

I can say that t h e  C h inese h ave the ambit ion  to 
control  this regi o n  in order to have beco m e  the G reat 
E m p i re i n  t h i s  a rea and to conduct aggress ion i n  South­
east A s i a .  

Specia l  Report 29 



A mass grave in Kampuchea, 

Sneider :  But  do you th i n k  the C h i n ese were respo n s i b le ,  
d i rect l y  respo n s i b l e ,  fo r what  happened under  Pol  Pot to  
Kampuchea? 
Heng Samrin : It is t r ue that  the C h i n ese m u st be respon­
sible  for what happened u n d e r  Pol  Pot ' s  h a n d ,  because 
many m i l l i o n s  o f  peo p l e  were m a ssacred un der their  
di recti ve by the hench men o f  Pol  Pot and the ir  c l i q u e .  

Sneider : Rega rd i ng t h e  exact re l ati o n s h i p  between P o l  
Pot a n d  the C h i nese.  N ow ,  s o m e  peo p le h a v e  t o l d  m e  
t h a t  Pol  Pot fo l lowed t h e  C h i n ese ideo l ogy a n d  carr ied 
out the i deas of the C h i nese .  Other peo p l e  say that  the 
real  m aster o f  K a m p u chea was not  Pol  Pot b u t  the 
Ch inese a m b assador here . So there are two diffe rent  
understa ndings  o f  the re lat ionsh i p .  What  i s  y o urs? 
Heng Samrin : The ideology of Po l Pot and K h i e u  Sam­
phan i s  the ideo logy of M a o i s m ,  beca use they wished t o  
cond uct t h e  " revo l ut i o n "  o f  K a m p uchea s i m i l a r  to the 
Chinese revo lut ion of M a o i s m . The ideology o f  Pol  Pot 
and leng Sa ry was i n fl u enced by the i deo l ogy o f  Pek i n g  
u n d e r  the d i rect ion o f  M a o .  

Sneider : A r e  you say i n g  t h a t  Po l P o t  a n d  l en g  S a r y  d i d  
what  they d id  because t h e y  bel i eved i n  M ao i s m  or b e­
cause the Ch i nese t o l d  the m  to do it? 
Heng Samrin : They did both toget h e r .  They we re i n fl u­
enced by the ideology of the C h i n ese a n d  they were under 
the d i rective o f  those C h i nese .  I can say th is  beca use of  
a l l  o f  the m i l i t ary equipment and s u p p l ies  came fro m  
China ,  even the equipment  t o  fight against  t h e  U . S .  
imperi a l i s ts [ i . e .  befo re 1 97 5 ]  w a s  complete l y  s u p ported 
by them . 

Sneider : What I can see fro m  ta l k i ng to peo ple  here,  i t  i s  
very c lear  that i n  A p r i l  1 97 5 ,  at  least  for Pol  Pot a n d  leng 
Sary-maybe n ot fo r every o n e-they had a p l a n ,  an i dea 
o f  what t h ey were go i ng to d o .  For  ex a m p l e ,  t o  ta k e  a l l  
the peopl e  i n  t h e  c i t ies  a n d  send them o u t .  W a s  there a 
master-p lan  fo r what  happened,  i n c l u d i n g  the mass  m u r­
ders? A n d  w h o se plan was i t? Pol Pot ' s? The C h i nese? 
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A n d  w h e n  w a s  t h i s  p l a n  m ade? 
Heng Samrin : Before the days of A p r i l  [ 1 97 5 ] ,  even the 
peo p l e  w h o  were in the army,  the cadre,  d i d n ' t  k n o w  th is  
p lan .  At  the  t ime o f  A p r i l  1 7 , the idea  to evacuate the 
cit izens out  o f  the c i t ies was m a i n l y  a d i rect i ve u n de r  the 
contro l  o f  C h i n a  a n d  carr ied o u t  by Pol  Pot a n d  leng 
S a ry a n d  some o f  their  leaders  i n  the subco m m i ttee. 
Peop l e  d i d n ' t  k n o w  w h a t  to d o .  

Sneider : Y o u  sa y  i t  was  m a i n ly t h e  i dea o f  C h i n a .  H o w  
d o  y o u  k n o w  that? 
Heng Samrin : As soon as  the l i berat ion day came [Apri l  
1 7 , 1 97 5 ]  there were C h i nese advi sers p resent in  Ph nom 
Pen h .  

Sneider : Were y o u  i n  P h n o m  Penh a t  t h a t  t ime'? 
Heng Samrin : O n  A p r i l  1 7 , I w a s  mysel f in P h n o m  Pen h 
city . 

Sneider : I ' ve heard the i dea that  the C h i nese wanted to 
reduce the pop u l at ion of K a m p uchea,  and that they 
p l a n n ed to b r i n g  C h i nese here , Do you t h i n k  that that is 
true? 
Heng Samrin : I t ' s  true .  So far as I k n o w ,  Po l Pot and 
Ieng Sary had the p l a n  to i ncrease the  p o p u l at io n .  I t  was  
stated i n  the I O-year p l a n  to have 20 m i l l i on people  i n  
K a m p uchea . A t  t h e  s a m e  t i m e  they p u t  o u t  the  p l a n ,  they 
started k i l l i ng the youth ,  the peop le  o f  K am p uchea . 
Therefore they p l a n ned to receive C h i n ese people for 
the ir  rep l a cement . 

They p l a n ned to k i l l  a l l  the K a m p uchean peop le a n d  
keep o n ly 1 0,000 people  a l i ve .  The quest ion i s ,  who l i ves 
i n s ide the c o u n t ry? The C h i n ese people w o u l d  come to 
rep lace the m . 

Sneider : Someone w h o  p l a n s  to k i l l  the e n t i re popu lat ion 
o f  the ir  cou ntry , l i k e  Pol  Pot a n d  leng S a ry ,  can y o u  
real ly say t h e y  were K a m p uche a n s? 
Heng Samrin : We can say that  these two men a re not  o f  
p u r e  K h mer nat i o n a l i t y .  They a r e  S ino- Ka mp uchea n .  I f  
we l o o k ,  for exa m p l e ,  a t  the backgro u n d  o f  l eng Sary,  a t  
h i s  parents ,  they were l i v i ng i n  t h e  [ M e k o n g ]  delta o f  
southern V i et n a m .  Acco rding to h i s  b iogra p h y ,  l eng 
S a ry ,  referr ing  to h is  parents ,  was ha l f C h i nese-V ietnam­
ese  a n d  K a m puchea n ,  

Sneider : What h a ppened t o  the C h i nese w h o  were serv­
ing as advi sers h ere'? H o w  m a n y  C h i n ese were here? Were 
any o f  them capt u red when l i bera t i o n  came? Did you 
capture C h i n e se d o c u ments? 
Heng Samrin : The C h i n ese advi sers l i v i n g  in K ampu­
chea dur ing that  t ime were m a i n l y  occupied i n  the m i l i ­
tary fi e l d .  We can state that  t h e  a m o u n t  o f  those C h i n ese 
advisers w as 20 ,000 . D u r i n g  the opera t i o n  to l i be rate the 
c o u n try [fr o m  Pol Pot- D . S . ] ,  those C h i nese advisers 
were gat hered together  a n d  escaped thro ugh the fo rests,  
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through the j ungle, to Thai territory. And we also cap­
tured some documents like the passport of Ieng Sary , his 
Chinese passport in the name of Su Hao.  

Sneider : Are you say ing 20,000 Chinese advisers escaped 
through Thailand? 
Heng Samrin : They fled through Thailand, a l l  of them , 
with Pol Pot and Ieng Sary soldiers . Apart from the 
advisers in Kampong Som, in  the navy base there, those 
people went by ship ,  and a certain n umber of them went 
out with the so ldiers and served as advisers , l iving in the 
mountainous areas before they later went into Thai 
territory .  

Sneider : What can you tel l  m e  about your personal  
experience during the Pol Pot  period? What was the 
point at which you real ized what was going on inside 
Kampuchea? 
Heng Samrin : According to my experience, the l iving 
conditions under the Po l Pot regime were bitter. Befo re 
they seized power, they started the pur�e system to ki l l  
the cadre, especially the cadre who were historica l ly  par� 
of the struggle against colonial ism [the pre- 1 954 anti­
French period-D. S . ] ,  and also up to 1 974 they started 
to ki l l  the cadre, the real patriots, who served with them . 
I had real ized the betrayal of Pol Pot since 1 972-73 ,  and 
the most critical time [of the purges] was in  1 974 . 

After 1 975,  they st i l l  kept k i l l ing the cadre, down to 
the people, especia l ly  the government workers of Lon 
Nol, and the "new citizens" who were evacuated �ut o f  
the city . 

Sneider : You mean these things happened before 1 975? 
That in the "liberated areas" that they contro l led, they 
carried out these pol icies that they later carried out in  the 
whole country? 
Heng Samrin : That's  right. First of a l l  in the l iberated 
zone, and then for the entire country . The implementa­
tion of that regime was realized by the people  in  every 
zone of Kampuchea, but when they rose against them, 
they were destroyed by them.  The rebel l ions usual ly 
fai led, so the other struggling people tried to l ive quietly 
and wait for a special  occasion . So up to the year 1 978 ,  
that was the time they had the  opportun ity to j oin with 
the army, with the people [in the east-D.S . ] ,  and fled to 
Vietnamese territory where they assisted them so they 
could fight back . 

Sneider : From what I can figure out, there were two 
periods during the four years , the fi rst one from 1 97 5  to 
the end of 1 976, when they were k i l l ing the "new people" 
and so on .  Then in  the last two years o f  the Pol Pot 
regime, much of the k i l l ing was going on within the 
Khmer Rouge itsel f. I was told that the so uthwest region,  
which was under the direct control  of Po l Pot' s l ieuten­
ants, that this region was used as a base against the entire 
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country, including the eastern region , where I know you 
were. Is  that an accurate understanding? 
Heng Samrin : All that you say is correct. But the Pol Pot 
purges were in three phases . The first one began in the 
year 1 973 ,  and at that time they kil led all the cadre who 
were the old ,  experienced ones who used to fight against 
the colonia l ists [the French- D . S . ] ,  and they were ac­
cus�d of being "KGB" spies and also were accused of  
having the ideology or the tendency o f  Vietnam . That 
was the first phase . 

The second phase is after April 1 97 5  unti l  1 976 .  That 
was the purge system when they ki l led all strata of the 
peop le and particularly government workers of  Lon No! .  
Within that t ime,  as I mentioned, they also massacred 
cadre who joined the revol ution after 1 970. 

In  the third phase, they gathered al l  regional forces 
from everywhere in order to fight in the eastern region . 
They killed all  mi litary people; al l  people, the civi l ian 
authorities, who served i n  the eastern region during that 
time were ki l led completely . During the third phase they 
used all means avai lable l ike infantry ,  armor, airplanes. 

Sneider:  It  was like a war within Kampuchea? 
Heng Samrin : That was the time when they declared a 
state of emergency i n  the entire country , that was M ay 
25 , 1 97 8 .  In the meantime, they also carried out aggres­
siOli. agai nst Vietnam and accused Vietnam of trying to 
invade us. 

Sneider : How do you answer the question:  why did this 
incredible thing happen here? 
Heng Samrin : As you know, it is an incredible thing that 
Pol Pot and leng Sary did here. They even tried to abolish 
the culture of the nation of  Kampuchea . They closed the 
door. No foreign country was al lowed to see what was 
happening during that time, except China.  Especial ly 
they massacred their own nation ,  which is unbel ievable. 
Nobody living abroad, except China, had any possibi l ity 
to see what was happening here . 

It was an unstable situation i n  Kampuchea in 1 978 . 
That was the time they allowed the English j ournalist 
[Malcolm Caldwel l] to come to visit,  that was the time 
the journalist was ki l led in the hotel in  Phnom Penh .  The 
reason the journalist was kil led was that he knew the 
situation i n  Kampuchea, what Pol Pot did; that 's  why 
they k i l led him, to e l im inate the proof. 

Sneider : Thank you very m uch.  I have taken a lot of  
your  t ime and I hope your  words wi l l be read by people 
i n  Washington so they can think about what they do 
here . 
Heng Samrin : I would l ike to thank you for your visit 
and for paying much attention to the situation in Kam-

. puchea . And I would like to wish for good relations 
between the people of  Kampuchea and the people  of 
America. 
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Schmidt's counter-options 
to Washington's folly 
by Rachel Douglas, Soviet Sector Editor 

Secretary of State Alexander Haig left a track of destruc­
tion behind him in West Germany , where he wound up a 
weekend trip to several European countr ies . 

Haig had only words of understand ing,  and even 
justification, for the antinuclear demonstrators who 
poured into the streets of West Berlin as he arr ived there 
on Sunday . These were "honest people," said the Secre­
tary, and thei r actions were based on the kind of "obj ec­
tive assessment" that properly flourishes in a democracy . 

The demonstrators assessed the city of West Be-r l in 
serious property damage and inj uries to 80 pol icemen , 
when 1 000 of the 30,OOO-strong crowd rampaged in street 
battles agai nst the police . Their cohorts in Fran k furt 
assessed the American consul general the blast effects of 
three fire bombs hur led at  his  ho use. 

Today, in the climate engendered by Haig's visit,  
terrorists nearly assessed Gen . Frederick Kroesen , the 
commander of United States forces in Europe, his l i fe .  
Gen . Kroesen survived a grenade attack on his car, 
ambushed by assass ins wield ing guns and an antitank  
grenade launcher . 

Haig expressed his "deep satisfact ion" for the terror­
ist mobs, declaring:  " I t has not escaped my notice that 
my presence here today has brought into the streets West 
Berl iners wh o think  l ess wel l of me and my country than 
I wish . In a sense , I obviously regret those dem onstra­
tions, but in a far more important sense" we should a l l  
draw deep satisfaction about  the  stren gth of  democracy 
and a commitment to democratic institutions in this part 
of Berlin .  Al l  the anguish, the struggle,  the determ ination 
that the Al l ies,  the Federal RepUbl ic ,  and West Berl in 
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have expended over the years to keep this city free have 
been worth the price ."  Haig went on to praise the mob's 
Jacobinism by quoting the leading Jacobin ideologue of  
the  French Revolution: " M any years ago, Voltai re,  in 
speaking o f  another revolution said,  ' I  disagree with 
what you say, but I will defend to the death your right to 
say i t . '  " 

Whose side is he on? 
Are

' 
Haig and the terrorists on the same side of the 

b arricades? 
In the conventional portrait of European-American 

relat ions, the version painted day after day in  American 
newspapers, the bold foreign and defense policy of the 
Reagan admin istration i s  challenged by neutralist tend­
encies in  European governments and paci fi sts in the 
streets . Haig,  you may read, is the American official 
most sensitive to Europe's need for a modicum of 
independence and its stake in East-West relations,  and 
therefore the best salesman of administration defen se 
policies to the European market.  

Forget this tale for the credulous . H aig went to 
n udge conti nental Europe (England requires no push­
ing) into line behind British-American mil itary and 
economic st rategies that spell disaster for Europe, and 
for NATO . 

I n  this endeavor,  H aig's worst foe is not the environ­
mentalists and terrorists, but West German Chancellor 
Helmut Schm idt, their ta rget.  To topple Schmidt, as 
intended by German radicals from the British intel l i ­
gence-spawned terrorist cel l s  to the Soci a l i st Interna� 
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In Washington this May: whose side is Haig on ? 

tiona I-sponso red left w i n g  o f  Sc h m i d t ' s  own party ,  
wo u ld s u i t  H a ig ' s  A n g l o - A m er ican pre fe rences q u i te 
we l l .  

Schmidt i n  Italy 
A s  Haig flew i n  fro m  Y ugosla v i a ,  Chance l lor  

Sch m i d t  was  i n  I t a l y  counter ing  Haig ' s  st rateg i c  l u n acy 
i n  a country whose Soc i a l ist defense m i n i ster  has been 
very amenable  to H a i g ' s  agenda of rapid deployment  
forces, con fro n t i n g  t h e  Sov iet n avy i n  t h e  M ed i te rra­
nean basi n ,  and ban k i ng o n  h i g h l y  acc urate inedi u m ­
range nuc lear  m i ss i les fo r war-figh t i n g  i n  the E u ropean 
theater.  

Sch m i d t ' s  own back i ng fo r the  1 9!1 3  i n s ta l l a t i o n  i n  
West Germ a ny o f  new American Pers h i n g  a n d  c r u i se 
m i ss i les-weapons den o u n ced by M oscow as " fi rst 
strike" tools t h a t  would lower the boi l i n g  po i n t  for 
world w a r-has a l ways been co n t i ngent on two t h i ngs :  
that  another  con t i nenta l  N A TO m em ber a ccept t hem 
too,  and that  t h e  a l l i ance p u rsue nego t i at i o n s  with the 
Soviets about  m e d i u m - range wea p o n s ,  even w h i le t h e  
n e w  arsenal  i s  i n  product i o n .  

A t ,  a Sept . 1 3  j o i n t  press c o n fere n ce w i t h  I ta l i a n  
Pri m e  M i n i ste r Spado l i n i ,  Sch m idt  u rged c a u t i o n  on 
arms deve lopment and t h e  Reaga n  adm i n is trat i o n ' s  
manner o f  m a k i n g  i t s  defense p o l i c i e s .  A s k e d  a b o u t  t h e  
enhanced rad i a t i o n  w a r h e a d .  t h e  so-ca l led n e u t ron 
bomb, Sch m i dt observed, " C o u n tr ies  l i ke G e r m a n y  and 
I ta ly ,  that  h ave s i gned t h e  N o n - Prol i fe r a t i o n  Trea t y .  
have a r ight  to expect o f  the  n uclear  powers not  an 
i n c rease, but  a reduct ion o f  their  a t o m i c  a rsen a l s . . . .  I f  
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t he U ni ted states ,  before a n n o u n c i n g  t h e  d ec i s i o n  to 
produce the neutron b o m b  had consu l ted us, we both 
would have advised n o t  to t a ke such a deci s i o n  at that 
m o m en t . "  Sa i d  Spado l i n i .  " I  c o m p lete l y  agree . "  

Schmidt  a l s o  t urned h i s  I ta l ian  press c o n ference 
to the g reat danger to the  West he  has h ig h l i g h ted i n  
recen t i n terviews,  the d anger o f  eco n o m i c  c o l l apse 
under the b u rden o f  h igh i n t e rest rates d i ct ated from 
the  U n i ted States Federal  Reserve . " A m er ican  eco n o m ­
ic p o l i c y , "  s a i d  Sch m i d t , "has  rea l l y  d i sastrous conse­
quences fo r a l l  o f  our eco n o mies . "  

Sch m i d t  p laced t h e  i n terest ra tes o n  a par ,  as  a cause 
of the eco n o m i c  cr is is ,  with t h e  fam o us " seco n d  explo­
s ion o f  oi l  p r ices in 1 978 ,"  an event o ften c i ted as  proof 
of the  West 's  st ra tegic v u l n e ra b i l i t y .  

A missile adjustment 
Network televis ion news shows on t h e  evening o f  

Sept . 1 2 , fo l l owed b y  t h e  S u n day W as h i n gton Post the 
next m o rn i n g ,  floated the poss i b i l i t y  t h a t  the  Pers h i n g  
m i ss i le  dep loyment might be d e l a y e d  by fou r  m o n t h s, 
unti l  Apri l  1 984 .  The cru ise m i s s i l e .  re l ayed t h e  Post 
from Department  o f  Defense s o u rces,  was i n  even worse 
tro u b l e; ne i ther Belg i u m  nor H o l l an d  w o u l d  fi n a l ize i t s  
acceptan ce unt i l  late i n  1 98 2 ,  a n d  Sc h m  i d t  w o u l d  not 
take them a l o n e .  

Sch m i dt 's  s p o k e s m a n  q u i c k l y  den ied t h a t  there had 
been any West  G e rm a n - A merican consul tat ions  on such 
a postponement , but  German papers s u dde n l y  at tr ibut ­
ed to H a i g  a cert a i n  softe n i n g  o n  the m is s i l e  i s sue .  
Accord i n g  to  t h e i r  stories,  H a i g  h a d  m oved fro m  i n s i s t­
ing  that " i t  is useless to t a l k  a b o u t  an o p t i o n  of n o t  
statio n i n g  [the m i s s i les] at a l l , "  to t h e  m ore fl exi b l e :  " a n  
opt ion o f  n o t  s tat i o n i n g  i s  i n c l u d ed i n  our  t a l k s  with  t h e  
Soviets . "  

Later th i s  m o n t h  H a ig m eets Soviet Fore i g n  M in is­
ter G ro m y k o  in the U nited States,  and p re l i m i n ary ta lks  
on m e d i u m - ra n ge m i ss i l es are s u p posed to be on thei r 
agen d a .  H a i g  g u a ranteed h os t i l i ty fro m  t he a l ready 
skepti ca l  Soviets ,  however,  when he took the occasi o n  
o f  h i s  West Ber l i n  s t o p  to unve i l  a n e w  accusat ion 
aga i n st M osco w :  v i o l a t i o n  o f  bans o n  b i ochemical  
weapons  deve lopment .  

U n der  these c i rc u m st a nces.  Schmidt  wi l l  not leave  i t  
to Wash i ngton to  handle  NATO ties to the Soviet 
U ni o n . "The U ni ted States is not the only c o u n t ry i n  
the worl d , "  he s a i d  i n  Rome.  " W e  a lso h a ve i nterests 
elsewhere . . .  Japan . . .  East Europe,  and these i n ­
terests o f  o urs cannot  depe n d  o n  the rel ation s  between 
the U n ited States and the Soviet  U n i o n . "  

At  the e n d  o f  t h i s  year ,  Sov iet  Pres i d e n t  Leo n i d  
B rezhnev w i l l  come to B o n n  for t a l k s  w i t h  Schm i d t .  J ust 
befo re H ai g  arr ived,  a Sch m idt a l l y  rose i n  parl iament  
to rei terate t h e  gover n m e n t ' s  p o s i t i o n  t h a t  t h e  B rezhnev 
v i s i t  w i l l  be "a very i m portant  one . "  
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Brazil, Mexico join 
challenge to Haig 
by Cynthia Rush 

When the allies of Alexander Haig and the I sraeli Mos­
sad dumped General Golbery de Couto e Silva from the 
Brazilian government last month, they did so with the 
hope of aligning South America's southern cone with the 
State Department's po licy of strategic con frontatio n .  
The surprising removal o f  Presidential Minister Golbery, 
the man who masterminded Brazi l ' s  "political openiRg" 
and pushed Brazil to become an independent world 
power, was expected to strengthen those factions in 
neighboring countries which favor Haig's "aura of  pow­
er" charade, while at the same time provoking instability 
within Brazil .  

Instabil ity for Brazil i s  definitely on the agenda; but 
in  the weeks since the Golbery ouster, the Figueiredo 
government has delivered a shock to Alexander Haig.  
Brazi l has distanced i tself from the secretary of state' s 
goals, and has i n  addition harshly criticized U . S .  Federal 
Reserve Chairman Paul Volcker. 

Brazil ian Finance Minister Ernane Galveas told Paul 
Volcker to his face what he thought of his policies during 
a Sept. 8 seminar in Brasilia entitled "The Perspectives 
for the World Economy." "When M r .  Paul Volcker 
raises U . S .  interest rates by I percent," Galveas said, 
"Brazil  directly loses $500 mill ion dollars.  Nor is this al l  
that we lose . . .  because high interest rates inhibit the 
formation of [capital] stocks , affecting the sale of  our 
products in  the i nternational markets ."  

I n  the presence .of many high-level banking and 
financial  officers ,  including the  president o f the Brazil ian 
central bank, Carlos Langoni ,  Galveas requested that 
the Fed chairman raise Brazi l 's  "profound concern" over 
these policies in  discussions with his colleagues in Wash­
i ngton,  and remember how much "keeping rates at 20 
percent annually has cost Brazi l . "  

I n  a Sept.  4 press conference a t  Brazil ' s  Superior War 
College, Foreign M i nister Ramiro Saraiva Guerreiro 
assai led South Africa's invasion of A ngola and implied 
that the shift in U . S .  foreign pol icy following the election 
of  Ronald Reagan had led the South Africans to believe 
they could take such a step with impunity . The Brazi l ian 
minister also commented that Soviet and C uban presence 
in  Angola was provided for by the "legal framework" o f  
the United Nations Charter , a n d  that the same statutes 
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would apply to Brazil if it were ever requested to send 
troops to defend the Luanda government. 

Saraiva trampled on Haig i n  a number o f  other· ways 
during that Sept . 4 press conference. 

• He pointedly quashed H aig's hopes of  obtaining 
Brazi lian cooperatio n  in  creating a n  anti-Soviet South 
Atlantic Treaty Organization-SATO-any time in the 
near future . 

• He revealed the way i n  which the United States i s  
trying to  blackmail  Brazi l i nto adherence to the Nuclear 
Non-Pro li feration Treaty , and threatening not to furnish 
i t  with enriched uranium needed for its Angra- I facil ity .  

• He called for reversing the "unbridled arms race."  
• He defended the "inal ienable rights of  the Palestin­

ian people," warning that there wo uld never be peace in  
the  M iddle East unt i l  these rights were fully respected.  

• He stated that "there i s  n o  i nevitable confrontation 
between North and South ,"  and that the U nited States' 
attitude at the North-South summit at Cancun, M exico, 
wi l l  be "crucia l ."  

A columnist writing i n  the Sept. 10  edition o f  the 
daily Folha de So Paulo reported that Saraiva Guerreiro's 
broad-ranging press conference had set off heated debate 
i n  the country's political circles . "In  the last analysis, the 
fact that it was not l imited . . .  to the area of Latin 
America or to conventional U .S . -Brazil ian relations  is  an 
i mportant signal .  It  i s  a signal that our foreign policy has 
become sufficiently active, o utside of  the Rio de la Plata 
Basin , to become discussable." 

International coordination 
Brazil ' s  o utspoken criticism of U . S .  strategic policy 

might not be so disturbing to H aig were it not for the 
fact that both Mexico and West Germany are movi ng 
a lo ng a s imilar track.  

I n  a dramatic m ove o n  Sept.  I I , the Mexican Senate 
attacked the Reagan administration 's  decision to pro­
d uce and deploy the neutron bomb, charging that "the 
mi l itary strategy of the N-bomb has strengthened one 
of  the m ost absurd theories of  war-fighting, the so­
called theory of  ' l imited' n uclear war. This kind o f  war 
simply does not exist . "  

T h e  Senate action fol lows President Lopez Porti l lo 's  
denunciations of  the N-bomb deployment decision i n  
h i s  State of  the U n i o n  address Sept . I ,  a n d  repeated 
attacks by both Lopez Portil lo and Chancellor Helmut 
Schmidt o f  West Germany o n  Volcker' s interest-rate 
pol icy. The Mexican daily El Sol charged on Sept. 5 
and 7 that the goal of the neutron bomb deployment 
and "limited nuclear war" doctrine was the implemen­
tation o f  the Global 2000 Report's  policies for depopu­
lating the Third World (see page 3 6) .  

Brazi l 's  deci sion t o  align itself with these nations o n  
the crucial issues facing the i nternatio nal community 
minimally holds the potentia l  for foi l ing Haig's plans to 

EIR September 29, 1 98 1  



convert the Cancun summit into a debate on how best 
to impose mass d�opulation in the Third World. The 
history of Brazil 's  collaboration with West Germany in  
the development of i t s  nuclear program, and i t s  reluct­
ance to be dragged into the Central American crisis in 
any way ,  enhances the possibility of  closer coordination 
with these nations as the Cancun summit draws near. 

Haig and fellow social-dem ocrat at the U nited Na­
tions Jeane Kirkpatrick intend to make Brazil pay for 
its boldness by encouraging the same kind of internal 
destabilization there that they have tried to set off in 
Mexico. 

The effort surfaced several weeks ago when members 
of the largely Jesuit-run radical clergy, a numerically 
strong faction that controls  the National  Bishops Coun­
cil, CNBB, began inciting urban squatters and rural 
sharecroppers to carry out land invasions and other acts 
of  violence. Impl icated in the organizing of  the i nva­
sions were members of the Brazilian Democratic M ove­
ment- MDB -opposition party linked to the Socialist 
International.  

I n  the aftermath o f  Golbery's  removal, the clergy' s  
organizing in the name o f  "socialism," a n d  destruction 
of private property is intended to provoke repression by 
the hard-line generals-perhaps even the cancel lation of 
next year's elections-laying the basis for further viol­
ence and social  upheaval . 

Brazilian comments on 
differences with the U.S. 

The following are excerpts from a n  editorial comment 
entitled ','Diplomacy Under Pressure " published in the 
Folha Sao Paulo on Sept. 10, 1 981 . 

There oan be no reasonable doubt as to the motives 
which led Brazil to ignore ideological barriers and give 
decided support at this time to Luanda's socialist regime. 
.From the standpoint bf  our international pol icy as well 
as of our commercial interests with black Africa, this was 
the only rational attitude in the face of  South African 
aggression . 

Nonetheless the understanding of the United States 
appears to be different, and even before the current crisis 
it had been cal l ing on Brazil to establish a mil itary 
al liance with Pretoria in the name of [defending] Western 
security in the So uth Atlantic. The recent press con fer­

. ence by foreign min ister [Saraiva] Guerreiro at the Su­
perior War Col lege, underscoring the difference between 
a "loyal friend" and a "docile ally" in international 
relations, can be understood at least in part as a reply to 
this type of pressure, which has certainly intensified 
recently .  

With a line reminiscent of  the era of  the Cold War, 
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the tendency o f  the Reagan admin istration appears to be 
to try to impose on Brazil an alignment that would 
obviously isolate it from the rest o f  Africa, thereby 
annull ing our efforts of the last few years at rapproche­
ment. We don't doubt the abil ity of  the Brazi lian govern­
ment to resist the invitation . . . .  

In an A ug. 29 interview with Estado de Sao Paulo and 
in a Sept. 4 press conference at Brazil's Superior War 
College, foreign minister Saraiva Guerreiro expressed 
views on several foreign policy issues: 

On South Africa's invasion of Angola : . . .  In the first 
p lace the South African presence in  Namibia is 
i l lega l .  . . .  Then, from the Namibian territory which it 
i l legally occupies . . .  South Africa made incursions into 
Angola's territory . South Africa made an armed attack 
against a sovereign state . This clearly represents an 
armed attack that would even j ustify . . .  that the country 
which was the victim of the armed attack n ot be 
condemned in any manner for requesting foreign assist­
ance to defend itself . . . .  

We cannot ignore Article 5 1  o f  the U . N .  Charter 
which recognizes the inherent right to self-defense, even 
with the assistance of others . . . .  I also believe that the 
presence of Cuban and South African troops cannot be 
assessed from identical j uridical standpoints,  nor from 
the same pol itical standpoint .  We do not l ike the situa­
tion but we have to understand that it came about 
through the request o f  a government with which we 
m aintain diplomatic relat ions and whose territory was 
being invaded . 

On the creation of a South Atlantic Treaty Organiza­

tion : Of all the oceans ,  the South Atlantic has the fewest 
indications of an international mi litary presence . It  i s  
today , as it has  always been , a peaceful region . . .  th is  i s  
a s ituation that should be preserved . . . .  Brazil and the 
other developing countries l ining its shores . . .  have 
expressed an interest in keeping it safe from all  interna­
tional tensions and confrontation . . . .  

On North-South Relations : There is  no inevitable con­
frontation between North and South . . . .  Confrontation 
is  inevitable when there is n o  spirit of  negotiation . . . .  In  
the  same way that the attitude that the United States 
assumes at the upcoming North-South meeting will be 
crucial ,  the social ist countries must participate in the 
process o f  international economic negotiation, and as­
sume a role coherent with the relative position they 
occupy in the world . 

The advanced countries o f  the West should have a 
more precise perception o f  the essentially Western di­
mension to North-South relations,  because the indus­
trialized economies and the developing ones form one 
system, a tota lity . . . .  
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Mexico's El Sol ties 
Global 2000 to war policy 

Mexico's national newspaper chain,  EI Sol ,  last week 
exposed "Global 2000"- the Carter administration au­
thored scheme to eliminate at least 2 billion of the world's 
inhabitants by the year 2000. Here are excerpts from two 
EI Sol articles written by Guillermo Chao Ebergenyi and 
published Sept. 5 and 7. 

Have you ever heard of something caIled the "Global 
2000" plan? Let me explain it to you.  

Officials of the Mexican government have begun an 
investigation of the phi losophy which led to the creation 
of the genocidal "Global 2000" plan within the U . S .  
government; o f  the profile o f  its authors; the past, present 
and future of its defenders; and, in  general ,  the thinking 
which leads the White House to plan the annihilation of 
one-third of humanity on the threshold of the year 2000. 

I wil l  start with the authors . Richard Perle.  Age: 40 . 
Assistant Secretary for National Security Policy . Re­
sponsibilities: supervise military relations between the 
United States and Europe and Canada; and the station­
ing of atomic missiles . Permanent Senate Committee on 
Investigations ( 1 972- 1 980) . Political orientation:  a hard­
l ine confrontationist.  Adviser to Hen ry Jackson on the 
White House. Former official of the Abington Corpora­
tion, a military firm defending the doctrine of "limited 
n uclear war . "  

Francis J .  West . Age: 4 1 .  Assistant Secretary for 
International Security Affairs . Responsibil ities: identical 
to the Perle case. Last previous post: consultant to the 
secretary of the Navy and chief o f  Naval Operations, 
from 1 977 to 1 98 1 .  Political orientaton :  defender of  the 

, doctrine of "l imited nuclear war." It is believed that he 
drafted a good part of  the document known as MC 1 4/4, 
which is the n uclear strategy of NATO . 

This pair of birds, together with the current U . S .  
Secretary of Defense, a group of  senators, a n d  the White 
House itself, are the authors of the most abominable 
theory of "purification" in  the world. 

The fol lowers of these M althusian tendencies con­
clude their reasoning in  the foIlowing m anner: the human 
race reproduces itself disproportionately i n  relation to 
food. While it grows geometricaIly,  food grows arith­
metically .  If we continue this way, by the year 2000 the 
world wiIl be so poIluted and congested, that despite 
developing multiplication of human production ,  the in­
habitants of that time wil l  be poorer than those today. 

This leads the adherents of this view to thin k  that a 
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"l imited n uclear war," and not a n uclear war involving 
intercontinental bombardment, would resolve the prob­
lem without faI l ing into total annihilation . 

"Limited nuclear war" is the modus operandi of the 
so-called "GenQcide 2000 Plan ."  This doctrine was intro­
duced into NATO by Schlesinger, and i ncludes among 
its strongest supporters Fred C. Ik le,  U .S .  U ndersecre­
tary of Defense . . . .  

The story started with a document called Global 2000 
Report to the President, which was prepared by the 
Department of State and the Council of  Environmental 
Quality under the Carter administration .  

According t o  this plan,  involvi ng statistical reports 
and analysis of 1 3  government agellcies,from the Depart­
m ent of Agriculture to the CIA, the solution to be 
imposed is  a form of world genocide. 

This would be p ut into effect through n uclear ex­
changes with the Soviet Union in  specified areas which , 
of course, would be o utside U . S .  and Soviet territory . 

The areas p laced under "observation" by advisers 
l ike Francis J. West include: the Caribbean,  Africa, 
Middle East, and some Asian countries . 

Contents of the Global 2000 Report 
By the year 2000, foIlowing current and projected 

rates of demographic growth,  world population will 
consisist of 6 .350 billion inhabitants , of  which 4.444 
bil l ion will  be pariahs, living in slums without any 
urban services whatever . Mexico City-the study 
claims-currently overpopulated , will  have by then 3 1  
mil l ion people; Calcutta, 20 mil l ion; Cairo, Bombay, 
Jakarta, and Seoul ,  1 5  mi l lion each . 

The document does n ot say so, but it's obvious that 
the macro-cities will  be one of the principal objectives 
o f  "limited n uclear war . . . .  " 

The study predicts that by 1 990 there will  be inade­
quate supplies of oil and other energy sources. The 
poorest nations will have to slowly return to wood as a 
fuel source. Through cutting of forests there wil l  be 
shortages o f  water . . . .  

These are some of the highlights of  the study. It was 
distributed by the Carter administration to a!1 the 
foreign embassies accredited in Washington,  and there­
fore is no state secret or anything of the sort. 

If this [resource scarcity] method should fai l ,  the 
Pentagon has its own , consisting of the "Global 2000 
Plan . "  We can be sure that the Pentagon will  apply the 
plan in all aspects until it obtains the desired effect 
through "l imited n uclear war" in regions which merit 
the practice of population "purging" . . . .  Washington 
is definitely headed toward war .  And if  we keep in mind 
that the Kremlin hasn't the s lightest interest in being 
left behind in  this arms race, we must recogn ize that 
this time, the resu lt wi l l  be measured by the thousands 
of deaths.  
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Middle East Report by Robert Dreyfuss 

Will Begin double cross Sadat? 

The Israeli chief of staffs blast at Sadat may signal a pending 
break between the Camp David treaty partners. 

A fall ing out between Israel and 
Egypt broke into the headlines in  
mid-September in what is perhaps 
the most serious diplom atic spat 
between the two since the Camp 
David treaty was signed . 

The incident was triggered by a 
statement from I sraeli Chief o f  
Staff Gen . Rafael Eytan , concern­
i ng Sadat's Sept.  9 crackdown on 
his opposition .  Eytan warned that 
" if Sadat goes ,"  the Camp David 
agreement will collapse. The state­
ment was characterized by Egyp­
tian officials as meddljng in Egypt's 
internal  affairs. 

The Egyptian government im­
mediately requested an official ex­
planation from I sraeli Prime M inis­
ter Menachem Begin, and harshly 
referred to Eytan's statement as 
"slanderous and harmful  to the 
peace process ."  

The statement from Eytan re­
flects the emerging .stance of both 
Begin and his hard- l ine defense 
minister, Ariel Sharon,  who are 
k nown to be considering sacking 
the Camp David Treaty and refus­
ing to return the remainder of the 
occupied Sinai territory to Egypt by 
April 1 982 . Since Sadat has come 
under fire from his  opposition for 
signing the treaty; should Begin 
back out of the agreement this  
would seriously undercut Sadat . 
Fragments of Sadat' s opposition 
are known to be mobi lizing outside 
Egypt, with activity centered in 
London .  

Begin's  moves pivot around his 
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open effort to forge a formal U .S . ­
Israel mi l itary pact to dominate the 
M iddle East and the Eastern Medi­
terranean . The p rime minister 
pushed very hard f<;>r such an agree­
ment during his talks last week with 
President Ronald Reagan . Begin 
aims to make I srael the sole M iddle 
East p layer in  Secretary of  State 
H aig's cold war "strategic consen­
sus" -though certain circles in 
Washington are not happy with 
H aig's overly cooperative ap­
proach to Begin .  

Begin ' s  emerging "Israel first" 
policy stance aims to undercut tra­
ditional U . S .  relations with its two 
strongest Arab al lies, Saudi Arabia 
and Egypt, a move which would 
destabilize both regimes . The Begin 
outlook was reflected i n  this 
month's Commentary m agazine, 
the organ of the American Jewish 
Committee . Professor Robert W .  
T ucker, w h o  was the first American 
strategist to advocate a NATO sei­
zure of the Arab oi lfields of the 
Persian Gulf, attacks Reagan in  an 
article entitled "The M iddle East: 
Carterism without Carter" for re­
neging on his 1 980 campaign 
promise to make I srael the prime 
U . S .  Middle East al ly . Tucker then 
harshly attacks Sadat for refusing 
to give American troops base rights 
in  Egypt. 

But as one Egypt watcher com­
mented, " Egypt has h istorically 
fought foreign mi litary occupation,  
and to this day Sadat and Egypt's 
generals are very sensitive to grant-

ing American troops such a status ."  
It  is  significant in  this light that 

i t  was Egyptian Defense Minister 
Gen . Abdul Halim Abu G hazala,  
who personally rebuffed Eytan .  In  a 
Sept .  1 2  press statement, General 
Abu Ghazala chastized Eytan for 
his " irresponsible" statement and 
summoned Israeli Am bassador to 
Cairo Moshe Sasson to voice his  
displeasure. That same day he and 
Egyptian Chief of  Staff Lieutenant 
General Adelrab el-Nabi Hafez an­
nounced that they were indefinitely 
postponing a late September trip to 
Israel in protest to Eytan's remarks. 

"We need to have equipment in  
order to be able to deter and defend. 
The people around us have to see a 
strong Egypt, and a strong Saudi 
Arabia,  and we must bring our two 
countries together again," said 
Abu Ghazala, i n  a candid i nterview 
with the U . S .  A rmed Forces Journal 
this month . " It could be a good axis 
for the West, and a stable power 
that could face any danger from the 
o utside. Some people say, why 
don't we i nclude Israel in  this for­
mula? I don't believe that this is the 
time to do this because of the Pales­
tinian problem. If we solve the Pal­
estinian problem , and if we find a 
just solution for the Palestinians,  
we could discuss thi s i n  the future, 
but now it  i s  i mpossible ."  

The strongest motivation for 
Begin to renounce Camp David 
rests with his fears that the moment 
Sadat secures the Sinai he wil l  re­
new ties with Egypt's Arab neigh­
bors, particularly, Saudi Arabia, 
Egypt's best A rab friend until Sad­
at signed Camp D avid, which Ri­
yadh denounced. A Saudi-Egyp­
tian axis particularly with U .S .  sup­
port, could become a formidable 
future mil itary and diplomatic rival 
to Israel .  
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DatelineMexico by Josefina Menendez 

Behind the Michigan meeting 

Lopez Portillo doesn't like "trilateralism, " but he likes the 
trend in Central America even less. 

The 
·
Sept . 1 7- 1 8  trip by President 

Jose Lopez Porti l lo to meet Ronald 
Reagan and Pierre Trudeau in 
Grand Rapids,  Michigan,  is being 
viewed here as one of the trickiest 
and most difficult moments of di­
plomacy in recent Mexican history . 

The sudden decision of Lopez 
Porti l lo to attend the inauguration 
of the Gerry Ford l ibrary in the 
company of the U . S .  President and 
the Canadian prime min i ster, after 
previous indications that Mexico 
was not interested , came one week 
after the Mexico-France commu­
nique urging a negotiated solution 
to the EI Salvador fighti ng . 

It is clear that one of the top 
items on Lopez Porti l lo 's  agenda 
will  be to explain the Mexico­
French move personal ly to Reagan 
and attemp to pull  him away from 
Alexander Haig' s control of  U . S .  
policy in the region .  

O n  other occasions Lopez Por­
til lo has made it more than plain 
that a tripartite format was not ac­
ceptable to Mexico'-it smacked 
too much of  the North American 
Common Market idea which Mexi­
co has formally and repeatedly re­
jected.  But this time around it looks 
l ike Lopez Porti l lo  decided the ur­
gency of meet ing directly with Rea­
gan outweighed the drawbacks of 
the "Common M arket" taint.  
Though not highly pub l icized, 
Reagan is meeting privately with 
Lopez Porti l lo the evening before 
the ceremonies. 

A high-level Mexican govern-
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ment source ga ve me thi s  picture of 
the Mexican thinking a few days 
before the summit: 

"Reagan is  boxed in in terms o f  
the EI Salvador situati on .  H e  has no 
alternative but to accept the suici­
dal course of  Alexander Haig, and 
launch the Vietnamization of the 
region,  or  pull  back and accept the 
negotiated political solution as pro­
posed by M exico . We bel ieve it is  
possible Reagan will  accept the lat­
ter in order not to destroy his rela­
tion with L6pez Porti l lo ."  

But Central America w i l l  not  be 
the only item L6pez Porti l lo brings 
with him . A commentator for the 
state-control led Chan nel 1 3  televi­
sion here revealed over the weekend 
that the Mexicans plan as wel l to 
raise the VoIcker pol icy of h igh in­
terest rates and the Oct . 22-23 
North-South summit in Cancun . 
The Mexican government doesn ' t  
want t o  wait unti l  October, I am 
told, to present directly to Reagan 
their deep concern over what the 
VoIcker policy is doing to the econ­
omy here and worldwide. Lopez 
Portil lo referred direct ly to these 
negative effects in his State of the 
Union address Sept . I, cal l ing the 
current interest rates "absurd ."  

Whi le  not  hiding these major 
points of  divergence, Mexico is at  
the same t ime underscoring its 
goodwill toward the Washington 
admin istration .  The unusual 
warmth and prominence accorded 
George Bush's visit to Mexico for 
our Independence Day celebrations 

Sept . 1 5- 1 6 , on the eve o f  the Grand 
Rapids get-together, attests to th is .  

Mexico' s  Aug.  28 cal l  with 
France for Salvadoran opposition 
elements to be included in  peace 
negotiations was fiercely crit ic ized 
by Venezuela and several other Lat­
in American nati ons as " i nterven­
tionism ." Mexico has responded by 
reiterating that its position is not 
intervention , but rather a ca ll to 
conscience: either a pol itical so l u­
tion is found based on negot iat ions,  
or a process of Vietnam ization 
leads the region into a holocaust of 
genocidal proportions .  

I t  is  significant that at the same 
time that Mexico took i ts jo int  ac­
tion with France, the Mexican press 
{evealed that government offic ials  
are studying what they view as the 
"genocide doctrine" of the Carter 
administration's Global 2000 Re­
port. And M exican novel i st Carlos 
Fuentes took to the pages of the 
New York Times two days before 
the M ichigan meet ing to stress that 
the Mexico-France reso l ution "of­
fers the Un ited States a way out of 
the swamp" of  a situation i n  wh ich 
"genocide has become an everyday 
occurrence . " 

So if Mexico is "intervening" 
anywhere, m aybe it is  interven ing 
into the United States . Jose Luis 
Mejias, a well-read columnist for 
the Mexico City daily Excelsior, 
drew the careful distinction that ex­
ists in fact between Reagan and 
other elements of  h is  admini stra­
tion in a recent colum n .  "We must 
not fall into the trap of attacking 
Reagan for everyth ing," he wrote, 
"because Reagan is being pres­
sured by Haig, the technocrats , the 
hawks, and the Pentagon ."  In effect 
he notes, the M exico- France pro­
posal is  di rected at offering support 
to Reagan.  
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International Intelligence 

Zia directly involved 
in opium trade 

Pakistani dictator Ziaul Haq, the man 
to whom Alexander Haig wants to send 
more than $3 bil l ion in mil itary aid, is  
directly involved in the i l legal opium 
trade, according to sources in the Paki­
stani exile community. When Undersec­
retary of State James Buckley appeared 
before Congress Sept. 15 to argue for 
approval of the arms package, three 
congressmen asked Buckley about the 
extensive increase in drug trade under 
Zia-questions totally blacked out of 
the press.  

Since Zia came to power in 1 977, 
drug production in  Pakistan has rapidly 
increased. During 1 979 it reached 700 
metric tons of opium-more than four 
times the amount required to feed all  the 
world's addicts for a year. With these 
enormous stocks on hand, drug produc­
tion during 1 979 dropped to 1 2 5  metric 
tons. According to experts the produc­
tion takes place primarily in the prov­
inces of Baluchistan and the Northwest 
Frontier Province (NWFP). Caravans 
transport it  from these areas to Teheran;  
other shipments go by river to Karachi 
where ocean-going vessels or planes 
then carry it abroad . 

Shortly after Zia took power in a 
military coup, he fired a top police offi­
cer who was investigating military offi­
cers invo lved in the opium trade. Zia 
then appointed the brother of one of 
those under investigation,  Gen . Fazle 
Haq, as military governor of  the NWFP. 
Gen . Fazle Haq himself had previously 
been caught transporting hashish from 
another Pakistani province to the port 
city of K arachi , while the general's 
brother has been repeatedly  arrested for 
drug running . The general and his 
brother are both tied to drug racketeers 
in the British Crown Colony of Hong 
Kong. 

Zia's own son, Ijaz u l  H aq,  is  mar­
ried to the daughter of General Rahi­
muddin , whom Zia appointed as mili­
tary governor of Baluchistan,  another 
major opium growing region of Paki­
stan . 
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Wheli Zia took power he also re­
organized Pakistan International Air­
lines (PIA) to put his mil itary cohorts in 
charge. PIA aircraft have repeatedly 
been caught loaded with dope, including 
a 1 977 Copenhagen discovery of a group 
of air force officers runn ing drugs 
through PI A .  

EIR wil l  provide a ful l  dossier to 
Congress during the congressional hear­
ings that begin Sept . 2 1  on the proposed 
U .S .  aid pack age of  $3 .2  bil l ion to Zia, 
and wil l  publish ful l  documentation in 
EIR. 

Drug and terrorist 

lobby backs 

Lopez Michelsen 

Former Colombian president Lopez 
Michelsen , the soci al democratic front­
runner for the Liberal Party's  1 982 pres­
i dential nomination, has attracted ad­
vocates of lega lized drug consumption 
and terrorism to his pol itical campaign . 

According to Colombian press re­
ports, the country's most prominent de­
fender of marij uana legalization, Er­
nesto Sam per Pizano, would become the 
"eminence grise" of the Lopez cam­
paign, should the latter become the rul­
ing party's candidate for president.  
Sam per is an executive board member of  
the International Cannabis All iance for 
Reform (ICAR).  

Reliable sources in  Bogota also re­
veal that wel l -known writer Gabriel 
Garcia Marquez recent ly endorsed the 
Lopez M ichelsen candidacy . Earlier this 
year, Garda Marquez was forced to flee 
Colombia to avoid in terrogation on his 
connect ion to the Socialist Interna­
tional-linked terrorist group, the M- 1 9 . 
Observers say that the G arda M arquez 
endorsement is explained by Lopez 
Michelsen's own ties to the Socialist 
International and his stated preference 
for "negotiating" with groups l ike the 
M - 1 9 . A few months ago Garda M ar­
quez predicted that the next president of 
Colombia would be "the man who has 

the balls to speak with the guerrilla 
movement. " 

Socialists announce 
work-sharing schemes 

French Prime M inister Pierre Mauroy 
announced his program against unem­
ployment Sept .  1 6 .  With unemployment 
set to break 2 million by year's end, the 
Socialist M itterrand government intends 
to use M althusian logic to "share the 
pove,rty. " 

The principal measures to be voted 
up by the Socialist-dominated National 
Assembly include financial incentives 
for business to reduce the work week; 
decreasing the retirement age to 56; 
introduction of "part-time retirement"; 
a program under which school dropouts 
would work for one year to "fight pol­
lution,"  maintain forests, and tend na­
tional parks in exchange for food, hous­
ing, and less than $200 a month. 

They also plan "solidarity contracts" 
in the newly expanded nationalized sec­
tor, reducing work hours drastically to 
the level of part-time work with corre­
sponding pay cuts. Private-sector firms 
will be encouraged to adopt similar con­
tracts .  

Brazilian minister 
visits Mexico 

Brazi l 's  Foreign M inister Ramiro Sar­
aiva Guerreiro stopped off in M exico on 
Sept. 16 en route to New York to attend 
the General Assembly session at the 
United Nations. The Brazi lian foreign 
minister was scheduled to meet with his 
counterpart Jorge C astaneda to discuss 
the crisis in EI Salvador among other 
topics . 

The Mexican press on Sept . 12 re­
ported Sara iva G uerreiro's comment 
that while he doesn't  share Mexico's 
view on EI Salvador, he considers rela­
tions between the countries to be excel­
lent. They do share the same point of 
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view on many other issues, he said, and 
are committed to deepening their bilat­
eral relations. 

In  recent weeks Brazil has moved 
closer to Mexico in asserting differences 
with official U . S .  State Department pol­
icy . In  a recent ceremony for the depart­
ing U . S .  ambassador to Brazil ,  Robert 
Sayrc>, Sara iva pointed out that "in this 
changing world, the relations between 
countries cannot be static . . . .  It is nat­
ural that differences in interests and 
points of view arise, since our relations 
are so broad and so diverse and the 
presence of our countries in the interna­
tional arena is  so dynamic." 

Japan 's LDP wants 
Kampuchean policy 

Four members of Japan's  ruling Liberal­
Democratic Party (LDP) Sept. 6- 1 0  
made the first visit t o  Kampuchea b y  an 
LDP delegation since Kampuchea's 
1 978 liberation, and called for a reversal 
of Tokyo's  present support for Pol Pot, 
Le. its voting for Pol Pot to retain 
Kampuchea's seat at the United Na­
tions. "Despite the Japanese govern­
ment's continued support for the Pol 
Pot regime," declared H ajime Ishi i ,  sec­
retary-general of the Afro-Asian study 
group of the LDP, "the Japanese peo­
ple's sympathy and friendship are with 
the Kampuchean people." He added he 
could hardly consider Pol Pot a Kam­
puchean once he had seen with his own 
eyes the results of the massacre Pol Pot 
launched against the Kampuchean peo­
ple. 

Ishii called for the Japanese govern­
ment to reverse policy, including the 
current freeze on economic aid to Viet­
nam. According to Japan's Kyodo news 
service, Ishii met with Kampuchean 
Foreign Minister H un Sen, as well as 
with Vietnamese Premier Pham Van 
Dong. 

Ishii's call reflects Tokyo's increas­
ingly critical attitude toward the U :S .  
"China Card" policy. Given U . S .  pres­
sure, it is  unlikely that Japan will resume 
governmental economic aid to Vietnam, 
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b ut it is very possible that Tokyo will 
allow private businesses to resume sig­
nificant business activity and investment 
projects in Vietnam. 

Senator hits Hong Kong 
banks ' ties to drugs 

The Far Eastern Economic Review 
(FEER), the prominent Hong Kong­
based magazine well known for its role 
in covering up the connections between 
the Hong Kong banks and the interna­
tional narcotics traffic, admitted in its 
Sept.  4- 1 0  issue that the British Crown 
Colony is awash with money "that is  not 
only 'hot' but down right dirty. "  The 
magazine pinned the blame on Hong 
Kong financial institutions involved in 
"the laundering of funds from drug 
trafficking. " 

The magazine cited one Hong Kong 
Narcotics Bureau officer saying, " Hong 
Kong is a financial center an d a free 
port-there must be money coming 
through as a result of trafficking from 
the Golden Triangle [the border region 
of Thailand, Burma, Laos, and China] . "  

FEER was forced t o  make this reve­
lation following publ icized statements 
made by U . S .  Senator Sam Hayakawa 
of California during a fact-finding tour 
of the Far East . In a strong indictment 
of the "free-trade" economic environ­
ment of the colony, the California Re­
pUblican stated , "The monetary discus­
sions in connection with shipping of 
drugs are negotiated through Hong 
Kong banks ."  

Hayakawa added, "One way of 
tracking such traffic is  simply having 
the rights to inspect large sums o f  
money . "  FEER countered, "The laissez­
faire character oJ a l l  business here makes 
it impossible to trace money used in 
criminal acts and to calculate the real 
assets of criminals ." FEER makes no 
mention of the Hongkong and Shanghai 
Banking Corporation, the "central 
bank" o f  the international drug trade, 
which owns contro l l ing interest in 
FEER. 

Briefly 
• THE SWEDISH International 
development Agency has con­
fi rmed that at least 23 Bangladesh 
women died within 24 hours of 
steri l ization operations conducted 
by the agency, but stated that the 
benefits of the program far out­
weigh the disadvantages.  

• NGUZA KARL-I-BOND for­
mer prime minister of Zaire, was 
in  Washington in mid-September 
promoting a Belgian/ Anglo­
American campaign to overthrow 
the M obutu regime. 

• CIA reports on Lebanon have 
reportedly been kept from Ronald 
Reagan as part of an agreement 
between Alexander H aig and 
Menachem Begin to control the 
flow of executive information.  

• HANS MATTHOFER, the 
West German finance minister, 
said Sept . 16 that industrial in­
vestment is the only way to 
strengthen the deutschemark.  

• LAURENT MURAWIEC, 
EIR' s  European Economics Edi­
tor, visited Quebec late in Septem­
ber for meetings with business and 
government leaders, speeches, and 
television interviews . 

• PIERRY MAUROY, prime 
min ister of  France,  has resur­
rected the early- 1 950s proposal 
for a supranational European De­
fense Community, after the 
Thatcher-M itterrand summit in 
London . 

• ROBERT BADINTER, the 
French j ustice minister, has ac­
cepted a request to consider reha­
bilitating Nazi collaborator M ar­
shal Phillipe Petain .  A ll such 
requests have been refused be­
cause 1 950 since treaso n convic­
tions are considered i rreversible. 

• RED STAR, the Soviet mili­
tary daily, stated Sept . I I  that the 
Soviet army is "the most favored 
child" in the U . S . S . R .  and "re­
ceives everything it needs" to do 
its job .  
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Why Chairman Volcker 
remains so selfconfident 
by Richard Cohen. Washington Bureau Chief 

The ant i -Vo lcker shock del i vered to congressmen and 
senators spending the A ugust  recess in their home d i s­

tricts has,  as of  Sept .  1 7 , generated the p roposal  of  at  

l east 20 separate congressio n a l  b i l ls o r  reso l ut ions  a i m ed 

at legi s l a t i n g  a confron tat ion between the Federa l Re­

serve Board and the President or Congress . Further, 
acco rding to sources c lose to the Senate leadership,  at 
least 1 5  proposals  are now circu lat ing  on Capitol  H i l l  

fo cusing on even m o re radical  c a l l s  fo r reorganizat ion of  
t h e  moneta ry syste m ,  wi th  spec i a l  em p h asis  on the re­
entry o f  go l d .  

Sources close to t h e  W h i te H o u se a d d  t h a t  Presi dent 

Reagan's i m p o rtant  Sep t .  1 4  meet i ng with con servative 

H o use Democrats,  and his Sept . 1 5  summit with the 
congressi o n a l  Repu b l ican leadersh i p ,  both a i m ed at fix­

i ng a w i n n i ng consensus  a ro u n d  the President's  upcom­
i ng "seco n d  round" of  b udget  cuts ,  in c l uded intense and 
extensive excha nges on the quest ion of "excessively h igh 

interest rates . "  On C api tol  H i l l ,  one veteran senator 
asserted that the pop u lar avalanche there against high 
i nterest rates is "l i ke someth i ng he has never seen 
before . "  

W h i l e  o ffi c i a l  Washi ngton creaked under t h i s  new 
nat iona l  pressure,  Pa u l  V o lcker ,  a n n o u nce d ,  to the hor­
ror of B razi l ian businessmen gathered at the Sao Paulo 
C l u b  Sept.  4 ,  that U . S .  i nterest rates would  n ot come 
down fo r at least  the next  two yea rs . I m portant ly , Vo\ck­
er 's  con fident  proc l a m at ion in  Braz i l ,  put  forth wel l  
beyond t h e  earshot o f  Congress, drast ica l l y exceeded t h e  
predict ion he had m ade a m o n t h  a n d  a h a l f  a g o  before 
the Sen ate and H o u se B a n k i n g  Comm ittees of what was 
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at that t ime broadly considered intolerable-six more 
m onths of h igh i nterest rates .  

Volcker was no less confident when he appeared 
before the Senate Banking Com m i ttee Sept . 1 6 , reporting 
that Congress will have to either m a k e  further drastic 
cuts in the budget or consider new taxes in order to 
restore "confidence in the market . " H e  waved aside 
popular and congressional sentiment, responding that he 
would not budge under such pressure . Volc ker's conde­
scending challenges to Congress , amplified by a contin­
uous deluge of  editorial budget and tax deman ds from 
the New York Times, Washington Post, and the Wall 
Street Journal, thus persisted th rough a week ' s wo rth of 
congressional and executive huff and puff aga i n st h igh 
interest rates and "Wall  Street ." 

While the uncertai nty over the 1 982 elections that was 
begun during the A ugust recess i ncreas ingly haunts 
Washington's  e lected o fficals, most who h ave com e  back 
to Washington over the past week and a half have 
already sought to buy time by fi nding an economic 
equation that  can sat isfy both the ir  i ra te co nst ituents and 
Wall  Street . 

And,  alongside this moral wease l i n g, V o \cker and his 
friends believe that Congress, the President, and the 
American people do not possess the req uired levels of 
intellectual courage to develop a so lut ion to the current 
economic crisis and to s imu ltaneously assu m e  the re­
spo nsi bi l i t ies for set t i ng pr io rit ies for the nat ion's  econ­
omy . 

Nowhere has this profile o f  Washington's  elected 
officia ls  been more justified than at the White H o u se 
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over the course of the second two weeks in September. 
According to an informed Senate source , the Sept .  1 6  
White House summit with Republ ican congress ional 
leaders revealed that the President and his  c losest advis­
ers are now desperate to lower inte rest rates but do not 
see the conjuncture as an "eleventh-hour cris is ."  This 
source reports that the President bel ieves "we are only at 
the tenth hour," and has asked the Republican leadersh ip 
on the Hi l l  for 90 days within which to bring the rates 
down substantial ly .  The President's t ime-buying plea, 
aimed at creating breathing room until his State o f  the 
Un ion address, could have devastating consequences, 
with no guarantee that the U .S .  economy wil l  not en ter 
the widely predicted serious co l la pse phase in October. 
The President and his most intimate advisers have set 
upon a fresh attempt at pJeasing Wall Street, whi le at the 
same time attempting to retain enough constituent sup­
port to survive . In a "stick to your guns" message, 
President Reagan announced on Sept. 1 3  h i s  deci s ion to 
ask for only marginal cuts in the defense budget amount­
ing to $2 bi l l ion in 1 982, $ 5  bi l l ion in 1 98 3 ,  and $6 bi l l ion 
in 1 984. This decision, aimed at holding together the 
President's conservative ran ks, ran contrary to proposals 
offered by OMB Di rector David Stockman to cut th�_ 
defense budget by wel l over $ 30 bi l l ion in the span of the 
next three fiscal years . 

However, pursuing its cuts elsewhere, the Wh ite 
Hous!! leaked late Sept. 1 6  that it intends to renege on a 
series of pledges not to dem and further red uctions in 
Social Security outlays .  In  a disgusting assault on all 
entitlement programs including Social Security, the ad­
ministration has indicated that it is  prepared to push for 
a rollback in the cost-of-l iving ti meta ble . Ind icat ions are 
that this late move against sensiti ve programs was aimed 
at covering up what would essen tia l ly  have been a forced 
official White House announcement that the budget 
deficit for fiscal 1 982 would be vastly above $42 .5  bi l l ion .  

The panicked decision to go after Social Security and '
other entitlement programs-reflecting the  real  size of  
the deficit Vo lcker has  caused , and  sett ing a precedent 
for more and more betrayals of pol it ical pledges-was 
made against the strong opposition voiced ear l ier this 
month by the H ouse subcommittee on Social Security , 

: chaired by J .  J .  Pickle of Texas, where Democrats 
brought further evidence that cuts so far enacted in 
Social Security would al ready cut out one-ha lf  m i l l ion 
poor people. The President's pol it ical  advisers had 
seemed aware that any further cuts in Socia l Security 
would mean pol itical di saster. This week David Stock­
man's much-awaited appearance before the Senate 
Budget Committee, where he was to lay out the programs 
that were to be cut in the seco nd ro und, has been post­
poned twice . 

The trial balloon on the new White House target of 
$50 bill ion in deficit was floated Sept. 14 by Commerce 
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Secretary M alcolm Bal drige . After the Sept. 1 6  White 
Ho use summit with congressional Republicans, both 
Senators Laxalt and Domenici resurfaced the new $ 50 
bi l l ion figure. Now, the White H o use is prepa red­
though it may waffle once more-to move onto that 
destructi ve political gro und in order to cover a deficit 
that wo uld be harm less if it were pursuing industrial 
growth pol ic ies .  

Party repercussions 
While these new dram atic cuts were proposed, the 

President was already suffering dramatic sp l i t s  in his 
own party on the basis of previous budget cuts. Such a 
split was already in evidence in the Senate Agriculture 
Committee debate on the administration's  farm bi l l ,  
when Senator goschwitz and Senator Jepsen tangled on 
opposite sides of the fence in co mmittee th is  wee k .  

In  additon, on t h e  o n l y  other vote o f  s ign ificance to 
take place this week,  two ultraco nservati ve senators, 
�mms of Idaho and Grassley of Iowa, voted in the 
Senate aga inst the President's desi re to l ift the federa l 
debt cei l ing above $ 1  tri l l ion .  But even more dram�tic 
than these early defect ions was the Sept. 1 6  anno unce­
ment by New York's  Rep . Jack Kemp that he would 
resist presidential budget cuts across the boare (proba­
bly with the moti vation of forcing the defla tionary gold 
option) .  

Reaga n's attempt to  find a middle  ground where 
none exists was in further evidence in a Sept . 1 4  meeting 
at the White H ouse with conservati ve House Demo­
crats . According to sources close to the attending 
congressmen,  presidential advisers urged them n ot to 
endorse the resolution sponsored by Sen . John Melcher 
(D-Mont . )  a i med at forcing the President to con front 
the Federa l Reserve Board and its interest-rate pol icy . 
These congressmeen were told that it would be " politi­
cally embarrass ing" fo r the President to be put in such 
a posit ion . These sources futher reported that the l ine 
com ing out of the meeting was to "talk tough against 
Wall Street , "  but find further budget cuts . 

Former chairman of the board o f  M erri l l  Lynch , 
Donald Regany was unconvincingly trotted out to the 
Midwest to attack Wall  Street and init iate a 

'
' 'n udge 

campaign " aimed at work ing severa l percentage points 
off the Fed's high interest rates. White House economic 
mouthpiece M urray Weidenbaum also urged that mon­
ey supply and rates could be marginally relaxed. White 
House pol iticos hope that by chopping a few points off 
the prime rate they can buy time.  

Shockingly,  the Fed and Wall Street a l so picked up 
the vocal support of substanti al  sect ions of  Democrats 
on the H i l l .  The move to reassert Wall  Street control 
over congressional Democrats was escalated last week 
when Alice Rivl in , staff director of the Democratic­
control led Congressional Budget Office, test ified before . 
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the House Budget Committee . Rivl in , a graduate o f  the 
liberal monetarist Brookings I n stitutio n ,  home of Jim­
my Carter's key economic advisers, dramatically assert­
ed that the budget deficit for pre-cut fiscal 1 982 would 
not be the $55  to $60 bi l l ion the Reagan admin istration 
had tacitly projected, but would be a whopping $80 
billion .  She also projected that President Reagan,  to 
meet projected targets for 1 983 and 1 984, would have to 
cut an additional $ 1 00 bil l ion , not the $74 bi l l ion 
projected by the White House. 

The Rivlin testimony has fed an increasingly vocal 
move by the House and Senate Democrats to rescind 
the tax cuts already voted i nto law. Senators Bradley 
(D-N .J .),  Hollings (D-S .C. ) ,  and Hart (D-Col . )  have led 
an early charge for a whopping tax increase on  the 
American people, a tax increase endorsed Sept.  16 by 
Volcker and incessantly pushed by the New York Times, 
Washington Post and Wall Street . 

In addition,  the recent signals from the White House 
on increased entitlement cuts quickly elicited a response 
from the Democratic National Committee executi ve 
committee meeting i n  Washington Sept. 1 7 , chaired by 
Charles Manatt. The executive committee offici ally 
declared the Social Security i ssue to be at the forefront 
of its attacks on the Reagan economic program.  And 
another move to set up Reagan as the fall  guy for 
Volcker was further highlighted by the Social ist Inter­
national-connected leadership of  the DNC. When the 
state chairmen from the West put up a reso lution 
demanding lower interest rates and blaming the Fed, 
DNC chai rman Charles M anatt reworded the resolution 
before adoption to remove the criticism of the Federal 
Reserve and lay the blame for high interest rates di rectly 
on Reagan .  Further, early rumbles are surfacing among 
House Democrats aimed at targeting larger cuts in  the 
U.S .  defense budget, a policy also endorsed by the New 
York Times and Washington Post. 

While in none of the some 20-odd bills and reso lu­
tions related to the problem o f  high interest rates now 
circulating on the Hill is there any legislative solution 
to the economic problems presen ted by high i nterest 
rates and inflation , the m omentum generated from 
constituencies is  forcing the Melcher Resolution,  now 
introduced on  the H ouse side by Rep . Bi l l  Alexander 
(D-Ark .),  to the forefront, and a vote is  expected soon 
on the Senate side. However, it should be noted that in 
no instance over the course of the past week has the 
President or  Congress challenged the basic economic 
principles of "Wall Street ." 

However, behind the clamor on both sides of Capitol 
Hill  and the White House around the question of 
interest rates, there are some important sign als .  Note­
worthy is  the fact that within the congress ional Repub­
lican leadership there are stirrings of serious d iscussion 
of escalating the current "j awboning" campaign against 
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Wall Street . Senate M aj ority Whip Ted Stevens ,  in 
Senate floor debate last week, suggested that Wall 
Street and the Fed's  fai lure to bring down interest rates 
soon would suggest a conspiracy . The Stevens remark , 
uttered privately by other congressional Republicans, 
shattered the myth that budget cutting and other "pain­
ful" measures are the only road to lower interest rates, 
as Volcker and the New York Times have continuously 
suggested . 

I n  addition ,  Russell  Long (D-La.) ,  associ ated with a 
number o f  Southern and Southwestern moderate Dem­
ocratic senators who, several months ago , advanced the 
init ial  salvos against the Federal Reserve and high 
interest rates , told the Senate that "the chairman of  the 
Federal Reserve Board is  using his influence to keep 
interest rates high, and the chairman is keeping money 
supply as tight as possible.  If one wants to cooperate 
with the Manhattan bankers' making interest rates as 
high as they can go; that is the way to do it ."  Long 
went on to suggest that the federal government assume 
control over credit creation through the rei nstitution of 
something "like a Reconstruction Finance Corpora­
tion," which could be made to "use the people' s credit 
to the benefit of the maj ority of the people, not the 
money lenders ."  

While these comm'ents are  interest ing, they in no 
way add up to serious response .  Only a movement of 
size and seriousness can shape an admittedly highly 
maleable Congress and Pres ident aro und necessary 
measures . 

What Congress said 
about interest rates 
Federal Reserve Chairman Paul Volcker, tesllfying Sept. 
16 before the Senate Budget Committee, announced that 
cuts in federal spending "are only a down payment"  on 
what is required to "bring expenditures in line with re­
ceipts, " and called for deeper budget cuts. In cross-exam­
ination, Volcker went so far as to state that rates will 
remain high no matter what Congress does. Excerpts from 
the cross-examination, transmitted by Washington corre­
spondent Susan Kokinda, follow. 

Peter Domenici (R-N . M .) ,  committee chairman, 
asked when rates might come down. Volcker said: "Well ,  
short-term rates are down , not long-term, but it is really 
a question o f  the market's judgment on how successful 
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you, we, the government is in developing programs that 
are convincing to the markets. If the programs are not 
convincing, the response won't be favorable . . . .  You 
have to realize that wages are two-thirds of all business 
costs, and if we are to have fundamental progress in [the 
fight against] inflation,  then we have to see wage settle­
ments beginning to come down."  

Told by  Ernest Hollings (D-S .C . )  that he "had better 
sober up" i f he thin ks Congress will pass $ 1 00 billion in 
budget cuts, Volcker replied, "Well, if you find it impos­
sible to balance the budget .on the basis of spending cuts, 
and I am not convinced that is the case, then at some 
point, but not now, you would have 'to look at raising 
reven ues. " 

Senator Bill  Armstrong (R-Colo.) spoke about how 
high interest rates are "causing widespread human trag­
edy," but added, "There is an astonishingly widespread 
feeling that you [Volcker] wake up every morning and 
decide what the interest rates will be,  that you could 
lower them if you want to. I think that the actual impact 
that you have is quite limited . . . .  " 

The Fed chairman smilingly replied, "You are exactly 
right. Even if we increase the money supply, interest rates 
won't come down. I don't set interest rates." 

Senator Mark Andrews (R-N. D . ), a cattle farmer, 
asked, "If you don't control interest rates, who does?" 
"We j ust set reserves," said Volcker. Andrews rej oined, 
"I have to tell you that you are high on the hit parade for 
a lot of lynch mobs out there in the country right now. I 
just left the Appropriations Committee, where I told our 
chairman, Mark Hatfield, that I was going to hear Paul 
Volcker, and I asked him if he wanted to ask you 
anything about what should be done to restore the 
economy. He said , ' I  sure do , tell him to resign at noon.' 
. . . Unless interest rates come down, there is no way to 
fight inflation. "  Volcker: "I don't think  you can make a 
general correlation." 

Andrews: "What if we did everything you wanted, 
cut the deficit , budget cuts , tax increases, whatever. 
Would that have an immediate effect on interest rates?" 
Volcker: "There is no quick fix .  This i nflation spiral has 
been built into the economy for 30 years . . . .  " Andrews: 
"What if we rescind the tax cut. Would that have an 
immediate effect?" Volcker: "It won't cure inflation, not 
if the spending side isn't in place ."  

Lawton Chi les (D-Fla.) stated that the magnitude of  
cuts being demanded is impossible for Congress to carry 
out. He added, "I ' l l  tell you what's going on . out there . 
People are ready to cut the head off the Fed. I suspect 
that is going to happen. I hope you are thinking about a 
voluntary dual prime . . .  because unless you find some 
way to get credit to small businesses and farmers , there 
will build up pressure which may have an unwarranted 
effect." 

Dan Quayle (R-Ind.) then asked Volcker whether, if 
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inflation were held below 1 0  percent, that would lower 
interest rates. Volcker' s · response: "I  think that you have 
to look at a lower target." 

Sen . James Sasser (D-Tenn . )  declared: " Yo u  know, 
in 1 93 1 we carried out a similar policy, and the result was 
a ruined economy. I see the seeds of that kind of econom­
ic downturn , and it scares me." 

Excerpts from Senate Majority Leader Howard Bak­
er's statements Sept. 9: 

I'm saying now that those rates have to come down . 
I 'm saying interest rates are a cause of inflation .  I 'm 
saying they're doing drastic damage to the economy of 
the nation , to individual citizens, and to the government 
of the United States, and that we need now a contribution 
from the business community on how to get those rates 
down, and "now" to me does ·not mean months or years 
in the future . I am talking about days and weeks from 
now. 

From statements by Sen. David Boren (D-Okla. ) on 
Sept. 9: 

As many of my colleagues did, I spent a good deal of 
the [August] recess talking to the people of my state . 
Those discussions included a cross-section of the people 
of Oklahoma, and it reaffirmed my belief that the most 
pressing problem facing this country today is high inter­
est rates . . . .  The distinguished M ajority Leader said 
yesterday that .something must be done to relieve the 
high interest-rate burden , not months from now, or even 
weeks from now, but in days from now. 

Mr .  President, I wholeheartedly agree, and I renew 
n ow the call I made before the August recess began, that 
the President and his advisers should sit down with the 
Federal Reserve Board, and other financial leaders 
around the country . . . .  

I f  the President does n ot receive voluntary coopera­
tion and immediate action,  the results of which should be 
seen by the general public immediately, then he should 
prepare an emergency plan to reduce interest rates and 
submit that plan to Congress for approval. . . .  [A] long­
term solution is no good if the patient dies in the emer­
gency room-and the U.S .  economy is now in  the emer­
gency room . 

From statements by Rep. Bill A lexander ( D-A rk. ) on 
the floor of the House Sept. 1 0: 

Yesterday I introduced H ouse Joint Resolution 3 1 9 ,  
which wil l  put the President on notice that the high 
interest rates resulting from his huge inflationary deficit 
and the Fed's  incompatible policy of inhibiting the 
growth of the money supply to fight inflation are unac­
ceptable to Congress . The resolution directs the Presi-
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dent to undertake immediate consultations with the Fed 
in four principal areas: First, easing reserve requirements 
on member institutions to make m ore funds available to 
capital-hungry markets . Second, changing [Federal Re­
serve] Open Market Committee practices which cause 
unwarranted reductions in the money supply, driving the 
interest rates up. Third, modifying the criteria for setting 
the discount rate . Fourth, prevention of the diversion 
and reservation of substantial amounts of available credit 
and capital fo r financing corporate mergers and acquisi­
tions to ensure that borrowers from the productive sector 
have sufficient financing for needed expansion and pro­
ductivity-growth improvements . 

Finally, the resolution calls for effecting substantial 
reductions in  interest rates within 90 days and directs the 
President to report the results of the consultations to the 
Congress within 30 days after adoption . . . .  

From a Sept. 1 1  statement on the floor of the Senate by 
Russell Long. Democrat of Louisiana: 

The ability to protect the economy from further high 
interest rates is in the power of the Congress. It  is in the 
law-making process , which is Congress and the Presi­
dent . Previous Congresses created the Federal Reserve 
Board . That is an act of the Congress .  It  is not a part o f  
the Constitution .  That act can b e  amended or repealed 
entirely . . . .  I f  anybody is going to do anything about 
high interest rates it should be this government acting on 
behalf of the people of the country . . . .  I do not believe 
we are going to solve this problem merely by making 
conditions attractive for the Wall Street bankers and big­
money interests. . . . In my judgment, to bring down 
interest rates, you will have to look at the kinds of things 
Presidents Franklin D.  Roosevelt and H arry Truman did 
when they used the powers that were given the federal 
government by the Constitution to create money and 
regulate the value of it. . . .  Many things were done to 
lower interest rates under Presidents who had the will to 
act . . . .  

We may have to recreate the Reconstruction Finance 
Corporation to make some of these loans that money­
lenders do not want to make, except at 25 percent . . . .  

One bf the principal reasons we do not have a bal­
anced budget and have no hope of having one is high 
interest rates . . . .  The federal books will never balance 
with interest rates so high . . . . 

[Economic conditions] are serious enough that emer­
gency measures of some kind are warranted.  [My con­
cern is  with ] a serious inadequacy of our financial 
system . . . .  If we continue to fight inflation with reces­
sions induced by high interest rates, the greatest loss to 
the economy will be the loss of confidence of the Ameri­
can people in the economic system and in thei r govern­
ment . 
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'This administration 
must wake up' 
by Lyndon H. LaRouche, Jr. , EIR Founder 

The following statement was issued by Mr. LaRouche in 
his capacity as chairman of the adVisory board of the 
National Democratic Policy Committee. 

In a time of food shortages ,  a farmer may increase his 
income by sell ing his seed-corn to mi llers and his enti te 
herd to the slaughterhouse. What, then, wil l  the nation- . 
and the farmer himself-eat next year? 

That describes the sheer idiocy of the British "free 
enterprise" economic pol icy now misguiding the Reagan 
administration . 

My associates and I have warned constantly, since 
October 1 979, that the usurious po licies of Federa l Re­
serve Chairman Paul A. Volcker and the Carter admin­
istration would increase the rate of in flation up to the 
point that the contraction of the economy bro ught the 
U nited States into a slide towards a new Hoover col lpase. 

From the beginning of the Reagan administration,  
we have warned repeatedly that the Kemp- Roth tax bi l l  
was idiocy, and that the toleration of  V olckerism meant 
an annual federal deficit increase in the order of between 
$ 1 00 and $ 1 50 bi l l ion . 

On both points, we have been correct , and a l l  of those 
who opposed our warnings are now proven to have been 
totally wrong, disastrously wrong. The evidence of the 
proposed new, more savage round of budget cuts is 
irrefutable on this point.  

The test of wisdom of an admin istration and a Con­
gress is its abil ity to learn quickly from evidence of its 
own major policy blunders . Have the administration and 
the Congress the co urage, honesty and sanity to admit 
that the Reagan administration's  contin uation of  the 
Carter-Volcker monetarist policies has led us to a disaster 
potentially greater than that caused by the Coolidge and 
H oover administrations o f  the 1 920s? Have the citizens 
of this nation the intelligence, courage, and instinct for 
self-preservation to compel the administration and Con­
gress to force thro ugh the rejection of  the Brit ish "free 
enterprise" lunacy now pushing us toward incalcu lable 
calamities? 

The military danger 
To those of us old enough to remember World War 
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I I ,  the present direction of Washington's  mi l itary pol icy 
reminds us of the pattern of Nazi Propaganda Minister 
Josef Goebel 's trumpetings of Nazi "miracle weapons," 
trumpetings which increased to a point of frenzy during 
the years fol lowing the Nazi defeat at Stalingrad . 

The administration and Congress have contin ued 
James R. Sch lesinger's and Carter' s  pol icies, of turning 
our nation's ,  and our al l ies' agro-industria l  st rategic 
potentials into bankrupted wreckage, while at the same 
time seeking to bluff Moscow into back-tracking 
through aggressive shows of force based on an i ncreas­
ingly hol lowed-o ut in-depth strategic capabi l i ty . 

The administration and Congress m ust now face 
reality, they must recognize that the Kemp-Heritage 
Foundation-Friedman-Volcker doctrine of "free enter­
prise" gimmickry is the enemy of the wel fare of our 
economy and people. As long as we cl ing to this s i l ly  
resurrection of the corpse of Adam Smith, we shal l not  
and cannot provide for an adequate means of  national 
defense. The attempt by forces of  the adm inistration 
and Congress to embrace at the same time Mi l ton 
Friedman and the cause of national defense is  a travesty 
bordering upon sheer lunacy. It has the makings of a 
new Shakespea rean tragedy, a nation bent upon de­
stroying itself because of impassioned i rrational com­
mitment to an absurd po licy .  

The solution 
This nation must return immediately to those poli­

cies of  American industrial-capital ist development 
which made us formerly great. We must return to the 
American System pol icies of banking,  credit, currency 
and economics set forth by the adm inistration of Presi­
dent George Washington,  the American System of 
Treasury Secretary Alexander Hamilton.  

The fo l lowing actions must be taken immediately ,  
to  prevent the new Hoover depression some ev i l  fe l lows 
are planning for as early as October of this year. 

The powerful gold reserves o f  the Un ited States 
must be immediately reactivated . We must not repeat 
the insan ity of the 1 9th-century British "gold-exchange" 
system , being proposed by some among President Rea­
gan's  Gold Comm ission advisers . We m ust establish the 
U . S .  do l lar  international ly  on a gold-reserve basis, at a 
gold price of approximately $500 a troy ounce. 

The President and the Congress must create an issue 
of several hundred bi l l ions of dol lars of  a new, special 
issue of gold reserve-denominated U . S .  currency 
(Treasury) notes . These notes are not to be spent by the 
government.  They are to be loaned at not more than 4 
percent annual interest for agro-industrial  goods pro­
duction and technological ly  progress ive energy produc­
tion, water projects and transpo rtation , through the 
private banking system.  That is, the U .S .  Treasu ry must 
direct the Federal Reserve System to take a percentage 

EIR September 29 , 1 98 1  

of  the loans by private banks for investments in tech­
nological ly progressive fo rms of agro-industrial  pro­
duction of goods, energy production, transportation 
improvements, and water projects .  

To control monetary inflation,  t h e  federal govern­
ment must slam down the gates against the influx of 
phony "book money" loans from foreign, unregulated 
banking systems such as those of H ong Kong, Singa­
pore, the B ritish West Indies, and Canada.  The power 
of the Congress,  awarded by the Constitution, to regu­
late currency,  credit ,  and banking, must be used to 
enforce complete transparency by a l l  financial institu­
tions doing business within  or with the United States. 

There must be a new tax-reform action.  All capi tal­
gains incentives on all categories except paid-in equity 
in goods-producing, transportation, and research and 
development items m ust be eliminated , and investment 
tax-credit incenti ves provided instead . We must direct 
the flows of credit and liquidity away from non-produc­
tive channels of investment, and into those channels of 
investment which increase employment in goods pro­
d uction of agriculture and industry by advanced pro­
ductive techn ologies . 

The only proper reductions in individual federal 
taxation rates are the following: ( I )  increase the per­
capita exemption for each dependent, st�rting at $2,500 
per dependent; (2) provide duplicate investment tax 
credits to savers , on the basis of paid-in purchases o f  
equity in goods-producing enti ties a n d  unpaid balances 
of loans employing depositors' savings . 

The social objective of these measures must be to 
increase the percenti le  of the total labor force employed 
in high-technology modes of  production of goods to 40 
percent or more of the total labor force by a target date 
four to five years ahead . The increase in average nation­
al productivity effected by such means wil l so lve al l  of 
the most pressing problems of domestic policy, includ­
ing establ ishing an adequate economic and tax-revenue 
base for proper national defense. 

Some people argue that such an abrupt shift in 
policy is not "practica l . "  Such people are behaving l ike 
foo l s .  Whatever must be done is the only action which 
is practical .  If we as a nation are unable to make such a 
turnaround,  away from Mi l ton Friedman's evi l lunacies, 
then we have become indeed the United States of 
Sodomy, a nation ,  riddled with drugs and pornography, 
which, like Sodom before it, has lost the moral fitness 
to survive. 

If you, as a citizen , find yourself unable to commit 
yourse lf  in practice to doing your part in bringing such 
a change about, then your inabil ity to do j ust that is a 
moral weakness,  is the way you are participating in 
permitti ng our nation to beco me one wh ich is losing the 
moral fitness to survive. 

The time is very , very short .  
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Depopulation cultists d�clare war 
on Cardinal Cody and the Vatican 
by Vivian Zoakos, European Editor 

It is time to put an end to the thinly veiled press myth 
that the current savage attacks aga inst Cardinal Cody of 
Chicago stem either from moral concern over the Cardi­
nal's alleged financial misconduct or indeed have very 
much to do with the Cardinal himself. The targeting of 
Cardinal Cody is a tactic for escalating a longstanding 
campaign against the Roman Catholic Church and the 
Vatican itself, as the single most important}nstitutional 
obstacle to global depopulation .  Behind the campaign 
stand the Catholic schismatics directed by the Jesuit 
order, the cultists, and advocates of zero growth . 

. 

By its own admission, the Chicago Sun- Times-initi­
ator of the slanders-has been on a year-long search for 
any and all  material that might be used to discredit Cody. 
Unable to come up with any hard evidence o f  miscon­
duct, the Sun- Times editors reverted to the old tactic of 

pillorying Cody by what amounts to concocted rumor.  
As the Chicago Tribune noted editorially Sept.  12,  in  an 
article otherwise endorsing the Sun- Times' s  investiga­
tion, " Despite all the media barking and gnashing of 
teeth, little if  any real evidence of  i l legality has sur­
faced. "  

The Sun- Times admits as m uch, while making clear 
lhat its real aim is to guarantee the popular outcry 
required for a financial assault against the Church . In a 
Sept . 1 2  article, the Sun- Times writes: "What the Catho­
lic Church fears most is renewed attacks on its tax­
exempt status and the impact on contributors . . .  if 
confidence in Church leadership should be shaken . "  An 
editorial in the same edition entitled "Church-State Wal l  
Offers No Immunity" makes the related argument that 
the First Amendment guarantee of religious freedom 
"does not always apply . "  A j udicial inquiry of sufficient 
scope, the editorial continues, would be the basis fer 
rekindling the o ld issue of the separation of church and 
state . 

Through the mediation of the financial question, the 
stage would then be set to generate sufficient chaos to 
allow the schismatics to withdraw from Vatican supervi­
sion and restructure the American Ch urch in their image 
of "the ecstatic, the nonrational,  and the Dionysian"­
to quote one of Cody's chief opponents. In  other words! 
transform Catho l icism into a mass cult.  I n  the process 
the internat ional  Ch urch would be seriously crippled . 
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That Cody's slanderers want to turn Catholicism 
into a Dionysian cu lt is hardly surprising when one 
considers that these are the people who gave us Jim 
Jones , the " Reverend" Jesse Jackso n ,  the Black P.  Stone 
Nation,  and almost any other cul t  or countergang·that 
comes to mind.  The Chicago Sun- Times is  thei r ac­
knowledged mouthpiece, a smut sheet that regularly 
features artic les discussing such things as the length of 
rock stars' sexual organs and advocating drug decrimin­
alization . Mora l ity is indeed at issue here, but not that 
of Cardinal Cody. 

Who is behind the slanders? 
Published by a ranking member of the Tri lateral 

Commission, the Sun- Times was founded by Robert 
H utchins after the war for the specific  purpose of 
defending in print the activities of  the Un iversity of 
Chicago.  H utchins was president of the university; 
under his l iberal tutelage it became the breeding ground 
for most of the major social-control and population­
profiling programs in  the country . Trained in sophisti­
cated sociological and brainwashing tech niques, the 
university's army of  cadre was sent out to recruit youth 
into a plethora of cults and countergangs, in part 
through the use of  drugs and sexual perversion .  

For  example, the "swinging" craze of married cou­
ples exchanging sexual partners largely originated at 
the University of  Chicago . U nderneath it all was a 
fostered environmentalist ideology inimical to science 
and the reverence for human scientific  or God-like 
creativity associated with traditional Catholic learn ing. 

On the "Catholic" s ide, the University of Chicago 
interfaces . with Notre Dame Univers ity, which is di rect­
ed by that most evil Father Theodore Hesburgh, a 
powerful ,  if unofficial,  asset of the Jesuits. It was 
Hesburgh's protege at the university, Monsignor John 
J. Egan, who set up over a dozen of Chicago's local­
contro l programs, training the populat ion in "smal l is 
beautifu l" zero-growth ideo logy . A municipal infra­
structure was formed in the process, and l inked up to 
similar operations nationwide that among other things 
orchestrated and ran race riots . Egan was trai ned in his 
craft by the late Saul 

'
A l insky,  an agent of Tavistock 

I nstitute psychological warfa re, with whom he con tin-
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ued to work close ly thro ughout his career. 
This was the network that the traditionalist Cardinal 

Cody was sent into Chicago to clean up in  1 96 5 .  One of 
his  first acts upon taking office was to pu l l  Egan out of 
the various urban organ izations which he headed, or­
dering him instead to a small, unknown parish.  Similar 
actions continued, and Cody became the bete noire of 
the liberal schismatics . 

One of the individuals tra ined in Egan 's  urban 
apparatus and currently p lay ing a p rominent role in 
promoting the anti-Cody slander campaign is John A .  
McDermott. Currently the publ isher o f  the monthly 
Chicago Reporter, McDermott' s money. comes from the 
United Church of Christ; it  was McDermott who spon­
sored the entree to Chicago of the family of Alberto 
Torres, a 

'
Ieader of the terrorist Puerto Rican FA LN . 

One of Cody's  most persistent detractors from these 
Hesburgh networks is the wel l-known Jesu it  Father 
Andrew Greeley . In  his over 70 p ubl ications,  Greeley 
has, perhaps more baldly than anyone else, expla ined 
the aims of the amoral vermin infest ing the American 
Church. His writings have also been vehemently en­
dorsed by Louis Mumford of The Humanist magazine, 
who has written various articles targeting "the persi st­
ent Augustinian tradition" within Cathol icism and ad­
vocating a split with Rome. In his 1 967 book Religion 
in the Year 2000, Greeley predicts that re l igion will be 
characterized by "ecstatic . . .  Dionysian" forms and 
elaborates that "a good priest is a power ful ,  erotic 
person in the community ."  I n  another book ,  The Mary 
Myth , the good father says that the "sex goddess" Mary 
is  proof of the androgynous nature of God. And "if  
God is androgynous . . .  it  is  all  right fo r humankind to  
be androgynous," and future Ch urch liturgy should 
incorporate drugs and ritualized sex . 

In this and vario us otller publications,  Greeley ex­
plains that beh ind this new cultism lies the need to 
reverse the "proscience bias" of Americans and the 
Catholic Church, advocating instead the zero-growth 
policies of the Club of Rome. 

I n  short, these cited networks want to dism antle or 
transform the Catholic Church because they co rrectly 
view it as a powerful bulwark against their stated pol icy 
of destroying the morality of the population as wel l as 
reducing the net size of the population both in the 
United States and abroad . One of thei r number, Geo rge 
Ball,  was most explicit on this point in the course of an 
interview conducted some m onths back . Ball was the 
creator of much of the federal government's population­
control bureaucracy . Speaking of the need to drastically 
reduce Third World population levels in a world of 
contracting resources, Ball named the Pope and Catho­
lic institutions as one of the most powerfu l  stumbl ing 
blocks. "This Pope is much too strong," he said.  "We 
must transform Church pol icy somehow ." 
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Interview 

Senator Williams 
talks about Abscam 
Harrison Williams, Democrat of New Jersey, is a 23-year 
veteran of the U.S. Senate and former chairman of the 
Labor and Education Committee. In May 1 981 , Senator 
Williams was convicted in an A bscam prosecution in 
Brooklyn, New York. In A ugust, the Senate Ethics Com­
mittee, without even conducting its own investigation, voted 
to expel Senator Williams and recommended that a vote by 
the full Senate be taken after Judge George Pratt decided 
on the substantive issue, which is Williams 's "due process" 
(fairness) motions, in October. The Senate vote will be held 
in early November. 

This interview is presented in order to challenge perhaps 
.the most outrageous frameup conducted under A bscam, 
and warn the public of the dangers of the Senate Ethics 
Committee's capitulation to the Justice Dapartment 's 
prosecution. The Senate has now descended so far toward 
a "railroad" that both the.  Republican and Democratic 
Senate leaderships have announced that they will vote in 
early November with or without Judge Pratt 's decision. 

This interview was conducted on Sept. 1 7  by the Nation­
al Democratic Policy Committee's political coordinator, 
A nita Gallagher, and made available to Executive I ntell i­
gence Review. The N D PC and EIR grant readers permis­
sion to reproduce the interview. 

Gallagher : What are the broader constitutional issues at 
stake in  your case, and do you intend to fight? Do you 
think the  U.S .  can survive th is  warfare against elected 
officials? 
Sen. Williams : N umber one, I answer yes . We are going 
to survive this kind of warfare because my case is  a good 
case to fight, and in the fight we expose a ll that i s  wrong 
with the concept and the operation of Abscam, which is  
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basically a violation of the first principles of our Consti­
tution, certainly the Fifth Amendment and others . 

When the government sets out to target a person who 
is not involved in crime, where the government originates 
the idea of creating a crime, then implants this manufac­
tured activity into the mind of an innocent person and 
then j ust does everything they can do to get that person 
to do what they have fabricated, this is  the most funda­
mental constitutional deprivation of the due process laws 
of l i fe and l iberty . So j ust in fighting i t  and winning we 
would be doing a great deal . We are going to fight. We 
are going to win . 

There are other amendments to the Constitution that 
are in spirit violated here, too . I ' m  not making a hard 
case right now on a secret video taping as a violation of 
privacy and those rights protected under un lawful 
searches and seizures, but there is evidence that the spirit 
of the Fourth Amendment i s  violated . 

Gallagher : Senator, Jack Anderson and the Justice De­
partment' s own internal memoranda revealed that 
through 1 3  months and several different entrapment 
scenarios,  the Justice Department fai led to mount any 
case against you. That seems to i mply that you were 
targeted by the Justice Department. 
Sen. Williams : There is no doubt about that. I was 
targeted, and once they put me in the target, it was clear 
that a determination was made to use anything and 
everything to get me.  Otherwise, under the Justice De­
partment's own rules, i n  the very early period of  their 
investigation of me, they would have dropped it, because 
I did not do anything that they say has to be done for 
them to continue an i nvestigation.  In other words, when 
they fabricate something to try to get someone to commit 
a crime and the person does not respond,  then , under 
their guidelines , which they say with great righteousness 
guide them-they will  drop the whole investigation .  But 
the Justice Department didn't drop it-they j ust pursued 
relentlessly all  those months and came up dry .  And when 
they finished their scenario, and they didn't have me, 
they changed it and gave another scenario,  and tried 
another one on me, and they failed there, too .  

Gallagher : During the trial, Judge Pratt refused to al low 
into evidence the three internal Justice Department mem­
oranda admitting there was no case, acknowledging that 
it would be necessary to have a fourth meeting with you 
to obtain what they called "an overt act" from you. 
Sen. Williams : The significance o f  the documents i s  very 
clear.  This whole investigation started in January 1 979, 
and as I 've indicated, they pursued me for weeks and 
months trying to get me to do something that would be 
wrongful .  I didn't .  In  November 1 979,  the principals that 
had worked on my case from three areas ,  from Washing-
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ton, from Brooklyn, New York, from Newark , New 
Jersey, from the Department,  from the Bureau, a gath­
ering of say 1 5  or so, who had worked on the case, 
gathered and reviewed not only my case b ut others, too .  

On my case, they clearly said " W e  don't have him 
doing anything criminal ,  therefore he must be recontact­
ed," or "recontacted to get him to do something overt 
that wil l  be criminal in nature ."  That was an admission 
that through the who le year they hadn't gotten me, so 
they had to try something else, an d they l isted something 
that they might try on me.  That was in  mid-November. 
Then , between November and January, it was obvious 
that they decided that they would put me through what 
they called "the asylum scenario ."  They asked me to 
m eet the sheikh,  he needed a personal favor. One night 
when I was in New York I meet the sheikh alone, and he 
did have a personal favor, the immigration request; and 

. I explained al l  the needs, requirements, criteria, and all  
of  that. After I finished al l  of  that, without saying that he 
was qualified for any immigration attention, I just told 
him the background and the requirements. Then he 
offered me money. This, of  course, is videotaped, and my 
answer was very clear and im mediate: "No, no, no . . .  
no money when I ' m  doing public work ."  

Gallagher : Why do you think these documents were not 
admitted to your trial? 
Sen. Williams : The reasoning given by the j udge was 
tortured l aw .  Not specifical ly on any particular memo­
randum, beca use we didn't know what memoranda there 
were . But Judge Pratt had divided the case into "fact" 
and into "law," and had tortured himself into a position 
where he was keeping things from us  that approached 
questions of law for the court, not for the jury.  And the 
reason was, it seems clear, that these documents were 
damaging, fatal, in fact, to the prosecution's case, and it 
was kept from us . It  was suppressed . Their files were files 
that the judge had, and were suppressed . We never got 
them . We didn't get them until  after the trial was over. 

Gallagher : �enator, i f  Judge Pratt rules that your due 
process rights have not been violated, the Senate wil l  
then vote on a motion to expel , which needs a two-thirds 
vote to succeed.  Will you fight to get those votes, no 
m atter what the press may say? 
Sen. Williams : I wi l l  say that the support that I 've had 
from New Jersey is  j ust tremendous. I have no choice in 
conscience but a desire to continue this fight. I t  seems to 
me that this fight is so m uch more signi ficant than my 
personal situation .  Its significance runs to our country 
and all of its people.  When there is wickedness in govern­
ment, that is the greatest abomination, to paraphrase 
Proverbs. The government is righteously created, and 
this wickedness m ust be resisted . 
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Gallagher : Could you elaborate on your support? 
Sen. Williams : Well ,  the mai l  comes in every day, and 
it's solidly in support . Those who think this through, 
with the benefit of publications,  the support i s  solid 
there. [Harvard Law School]  Dean Griswold's [amicus 
curiae] brief is now a public record, and was reported in 
Jack Anderson, and it is  a masterpiece of clarity and 
vision.  We are undertaking fundraising efforts, and 
that's a necessity . My former col league Clifford Case has 
come out in support, and former Chief Justice Dick 
Hughes . Labor support is  there, and others are coming 
on board . 

Gallagher : Do you think the members of the Senate are 
sufficiently aware of the constitutional ramifications of 
the kinds of activities involved in Abscam? 
Sen. Williams. : At this point I don't believe that mem­
bers have really gone to the mats in thoughtful t ime to 
go through this and its implications . They wi l l .  They 
haven't been called on yet to consider anything specifi­
cally . They will  now, with that resolution, and they are 
now thoughtfully beginning to think i t  through.  The 
response that I can read as a prel iminary response is a 
friendly response; I can only say that. More must be 
done, of course. And I ' m  doing all that I can to describe 
my feeling about the basic i ssues that are involved here, 
and with increasing attention in the media, this wil l  be 
built upon.  But we have some distance to go . 

Gallagher : Do you think that the criticism of the Senate 
for failing to do its own investigation by Jack Anderson 
and others beginning to be absorbed? 
Sen. Williams : I think that the Senate's role to date will  
be further analyzed . This was a new experience for the 
Senate and its [Ethics] Committee, and i t  was a pioneer­
ing responsibility in a sense, because this is the first time 
there has ever been an executive frameup on a senator .  
So the Senate was proceedi ng without any historical 
guidel ines . Out of this ,  I would imagine some procedures 
will  be arrived at that would better develop the grist for 
the decision mi l l .  

Gallagher : Please comment on your record with labor . 
Sen. Williams : I 've been part of labor in my whole 
conscience for a long, l ong time-long before I became 
a me�ber of  Congress .  I identify very closely with the 
aspirations of working men and women. In specific, I ' ve 
tried to apply, where I could, government guides in law 
to make the lives of working people better. And that has 
been reflected in pension law reform; safety on the job; 
minimum wages for those who are at the lower end qf the 
economic ladder; and bringing in those under minimum 
wage who were excluded, among other things.  I 've been 
very closely associated with labor in  this country . 
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Gallagher : What do you think o f  the current moves to 
exempt mil itary construction from the Davis-Bacon pre­
vailing wage provision? 
Sen. Williams : It seems to me that the government, 
where i t  i s  responsible for employment, should be model 
in  every respect . One of them i s  certainly in  the working . 
conditions and the wages of those who are working in 
response to federal expenditure. Davis-Bacon has been 
in  the law now for 50 years; it should stay there, and not 
be taken out bit by bit, program by program . M i litary 
construction is  in;  i t  should stay i n .  The anti labor moves 
are retrogress ive, and I oppose them . 

Gallagher : Do you think there is a conrwction to the 
targeting of  you by the Justice Department and these 
i ncreasing antilabor moves? 
Sen. Williams : You k now, the hard evidence of selection 
for targeting has not been drawn out of the bowels of the 
government yet. It 's  been very difficult to get the infor­
mation that any person should have a right to, and that 
will come out. It's not a matter of coincidence, it seems 
to me, that those who came up for targeting under 
Abscam were all  from a common phi losophical group: 
those who have been supported by labor and who have 
supported labo r; those who were Democrats; those who 
were Democrats for Kennedy . That was the whole group, 
save one, and that cannot be a coincidence .  

Gallagher : What i s  your record on senior citizens? 
Sen. Williams : I am a member of the Commission on 
Aging, appointed by  Lyndon Johnson back in the  begin­
ning of  my first term .  That gave me an opportunity to do 
what I wanted to do,  and that was to apply my philoso­
phy, which is, where $overnment can be appropriately 
helpful  in making the l ives of people in this country 
better, i t  should be applied. I think a great benefit to 
older Americans are the com munity centers for various 
activities : nutrition, reference for health services, social 
activities. This is  one p iece of legislation that I am very 
proud of being one of the principals supporting. And one 
of my major efforts has been to do what I could in my 
position on the Banking Committee, which handles 
housing, to make simple but decent housing available for 
older Americans.  

We've seen great strides in the l ast 20 years in  honor­
ing the dignity and the needs of older Americans, and 
I 've been right in the middle of i t .  

Gallagher : Wil l  you be fighting the proposed cuts in  
Social Security? 
Sen. Williams : A bsolutely . 

Gallagher : All  of Congress came back from the August 
recess talking about , the crippling high interest rates .  
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What should be done? Do you think it m ay be that Paul 
Volcker and the Federal Reserve are as m uch o ut of 
control as the Justice Department? 
Sen. Williams : Not in the same way that the Justice 
Department is, but certainly the [Federal Reserve] is  not 
responsive to the needs, the felt needs and the real needs 
of our economy and the people of this country. I t  would 
be my hope that the Federal Reserve, where they work in 
isolation,  will begin to register the economic needs of this 
country . They are registering old economics .  They are 
trying to deal with inflation in a single way, and it hasn' t  
helped inflation at a l l  by raising those rates as h igh as  
they are. In some ways, i t  has  inflamed the inflationary 
process. 

Gallagher : What do you think about a two-tiered credit 
system, with low interest credit for productive invest­
ment, and a higher rate of interest for purely speculative 
activities? 
Sen. Williams : This hasn't really entered into congres­
sional thought or  executive thought, and- it must. In  'my 
judgment, it is worthy of a great deal of attention,  
because there is a logic there. When we haven't been able 
to brake inflation with high interest rates,  high interest 
rates are the enemy of economic recovery and progress;  
when there is  an inability of certain sectors to get credit, 
and afford credit, something has to be done. 

Gallagher : Could you describe a bit more the amicus 
brief submitted by Dean Erwin Nathaniel Griswold of 
Harvard Law School? 
See. Williams : In my j udgment, in the most broad and 
general way, and I 've said this to members [of the Senate] 
whom I 've talked to about it, it brings clarity to a very 
murky area-a m urky area that has produced some 
dangerous, unhappy, unfortunate unconstitutional re­
sults, this whole area of creating, through the police, a 
system of fabrication of criminal kinds of activity ,  and 
then secretly taping it all .  The law at this point i s  some­
what murky, evidently, because they did it, even though 
we are a country under law. 

Gallagher : Senator ,  many people are concerned about 
the drug and crime epidemic in the U . S .  What do you 
think about stopping drugs to reduce crime,  and do you 
think the Justice Department should be doing more here? 
Sen. Williams : I certainly do .  They get a lot of publicity 
when they go into the street and get those at the street 
level of drug trafficking . It  has always amazed me that 
those who are doing the most damage, and making the 
most money, those major people at the top of the pinna­
cle who are the importers and the basic distributors of 
drugs, they seem to be getting away scot-free . The en­
forcement of our drug laws is incomplete until  we get the 
big ones, the creators of the monster. 
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Thomas Puccio 
and his sponsors 

by Jeffrey Steinberg, 
Counterintelligence Editor 

On Sept. I I, The New York Times published a short, 
inconspicuous report that Thom as Puccio,  the head of 
the Brooklyn, New York Organized Crime Str ike Force 
(OCSF) and the Justice Department's  most prominent 
Abscam witch-hunter, had been recommen ded by the 
DOJ for appointment to the post of U . S .  Attorney for 
the District of Columbia.  

Puccio's  track record during and prior to his  Abscam 
actions represents one of the most glaring cases of polit­
ical corruption in the recent tarnished history of the 
Department of J ustice, as will be dem onstrated if his 
record is examined in depth by the members of the Senate 
Judiciary Com mittee who wi l l  be hea ring his confi rma­
tion . 

Numerous sources in and around Washington , D .C .  
have confirmed my own estimate that Puccio's fi rst 
major target, should he pass the Senate confirmation,  
wil l  be the traditionalist network within the Central lntel­
Iigence Agency and related military intelligence services. 
In this effort, Puccio would find himself working with 
his longstanding collaborators in the liberal press, partic­
ularly the New York Times and Washington Post. 

Court evidence that surfaced in the course of the 
Brooklyn Abscam trials of Rep . John M urphy (D-N .Y.) ,  
Rep .  Raymond Lederer (D-Pa. ) ,  and Mayor Angelo 
Errichetti of Camden, New Jersey documented that 
Thomas Puccio,  the DOJ prosecutor,  was a close pol itical 
and personal associate of Jack Newfield,  the senior pol it­
ical writer for the Village Voice and one of the most 
virulent anti- Reagan pens in the employ o f  the Social ist 
International .  How, one m ust ask, is  it possible that 
s uch a Socialist International-connected figure with 
such a "machine b uster" profile was given the powerful 
post of U . S .  attorney for the nation's  capital? 

The answer to that question has been the topic of 
m uch recent concern around the corr idors of the Reagan 
administration:  the Wall Street-Tri lateral Commission 
networks which have been Ronald Reagan 's  self-avowed 
enemies since his first presidential  bid have ta ken over 
the reins of power within the Department of J ustice .  
Herbert Schm uItz and Rudolph Giul ian i ,  both veterans 
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of the Edward Levi-John Lindsay Wall Street Rep ubli­
can machine-the mach ine that brought you the New 
York City Waterfront Comm ission and the police-bust­
ing Knapp Commission-are running the DOJ . It was 
through the personal sponsorship of  Schm ultz and G i u­
liani that Puccio was ushered into Washi ngton . That 
sponsorship dates back to no later than the Knapp 
Commission,  when Puccio,  fresh out of Fordham Uni ­
versity Law School,  was  brought onto  the Knapp inves­
tigative staff and given his fi rst lessons in  the art of 
machine-busting and frameups, lessons now intended to 
be applied against the CIA.  

The centerpiece of the attack on the agency "old 
boys" i s  the media onslaught that has been d irected for 
the past six months against former CIA Clandestine 
Services operatives Edmond Wilson and Frank Terpi l .  
Wilson in particular has  been accused by  the Times and 
the Post of being at the center of  a far-reaching network 
of reti red spooks who are using their  past experiences 
and contacts to foster terrorism and assorted criminal 
actions against the interests of the United States . The 
coordinated Times-Post attack is  directed at creating the 
climate for a far-flung "fishing exped it ion"-to be co­
ordinated through the Washington , D .C .  U . S .  attorney's  
office. The desired result of such a campaign i s  the  final 
destruction of an independent U . S .  intel l igence capabil­
ity, the jai l ing,  bankrupting and defaming of some of 
America's  most important "si lent heroes" in  the postwar 
intell igence wars, and the building of a cli mate for the 
imposition o f  a Brit ish-style Official Secrets Act placing 
paralyzing restrict ions on both the activi ties of  the intel­
ligence community and the oversight of  those act ions .  

While the full  story behind the Terpil-Wilson affa i .· 
has yet to come out publicly,  it has been confi rmed that 
the al legations against the pair  consti tuted the principal 
wedge used by former CIA Director Stansfield Turner, 
an asset of the Tri lateral Comm ission , to thoroughly 
wreck the agency through the biggest purge and internal 
witch-hunt s ince the Moscow Trials, a purge that saw 
nearly 1 ,000 agents with upwards of  30,000 years of 
cum ulative fie ld exper ience drum med out of  the Com­
pany . 

To the extent that President Reagan responds in the 
coming weeks to the mounting popular and internat ional 
mandate for a head-on confrontat ion with Paul Volcker 
and the Federal Reserve Board, the Pres ident will  find 
that the sti ll-dormant Reagangate attack,  which was fi rst 
publicly floated at the December 1 980 Social i st Interna­
tional conference in Washington,  will be surfaced over­
night. At the point that such an out front war between the 
President and the Wal l  Street liberal establ ishment 
breaks out, it will be essential that the President can rely 
on his Justice Depa rtment to uphold the Constitution .  If 
Thomas Puccio is occupying the U .S .  attorney cha i r  in 
Washington, that wi ll be imposs ible .  
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CONSTITUTIONAL LAW 

The philosophical 
problems with 
'strict construction' 
by Edward Spannaus, Law Editor 

The following statement was presented to the Senate Judi­
ciary Committee hearings concerning the nomination of 
Sandra Day O ' Connor for Supreme Court Justice. The 
statement was made by EI R Law Editor Edward Spannaus 
on behalf of the National Democratic Policy Committee. 

In our Aug.  4 memorandum to the committee and 
staff, we brought your attention to the fact that there are 
at present a number of individuals and organ izations 
who are proposing that o ur Constitution is too outmod­
ed to cope with today's  crises, and that it should be 
revised or rewritten along parl iamentary l ines .  We noted 
in particular statements by Lloyd Cutler, James Mc­
Gregor Burns, and Rep. Henry Reuss . We stated that: 

Under these c ircum stances, the Senate has a special 
respons ib i l ity as it approaches the O'Connor con­
firmation hearings . Justices of  the Supreme Court 
were cal led the "guardians of the Constitution" by 
Alexander Hamilton,  and i t  i s  incumbent upon the 
Senate to ensure that any nominee for that position 
possesses the qualifications  of such a "guardian . "  
W e  therefore propose that t h e  U . S .  Senate use the 
opportunity of the O'Connor nomination to devel­
op appropriate standards for Supreme Court Jus­
tices today . 

From Judge O'Connor's  testimony in her two days of  
questioning by the  Committee, there i s  l ittle doubt that 
she is  qual i fied by today 's standards. Despite in itial 
doubts that we and many others enterta ined, she has 
shown herse lf to have an adequate grasp of current 
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federal and constitutional law. The most glaring specific 
problems shown are her suggest ions of l imiting access to 
the federal co urts and her quixotic hope that the state 
courts are as competent to litigate civi l rights and consti­
tutional claims as are the federal courts . Senators Biden 
and Metzenbaum in particular demonstrated the fal lacies 
of that approach . 

Our problem is that today 's standards are gross ly 
inadequate. This was nowhere more c learly shown than 
in the discussions during these hearings counterposing 
"strict constructionism" and "j udicia l  activism ."  Lack­
ing any notion of  the purposes of  the creation of the 
republic, we lack any criteria for dete rmin ing what are 
appropriate and inappropriate powers to be exerci sed by 
the federal govern ment or upheld by the federal ' courts. 
The decades- long battle for federa l supremacy was inti­
mately related to the fight for a l iberal constructio n  of 
the powers granted by the Constitution-but this  had 
nothing to do with what we today cal l  l iberal ism ! As any 
informed person knows , it was the "liberals" ofthe day­
the Jefferson ian democrats-who were the strict con­
structionists, and it was the "conservatives" of the day­
the Hamilton-M arshall  Federal ists and ·I ater Whigs­
who were the l iberal constructionists . 

The moral purpose of the republic 
The American Revolution was the culmination of a 

centuries-long battle on the part of the Neoplatonic 
republican faction in Europe-and especia l ly the Com­
monwealth Party of John Milton-to establ ish a repub­
l ic on the shores of North America . The U nited States 
was consciously founded as a republic dedicated to 
scientific and technological progress , as opposed to the 
European land-based ol igarch ical system, and particu­
larly the British system , of enforced backwardness 
among her colonies and trading partners . 

I n  America, the Hamiltonian system of encouraging 
the development of manufactures and com merce was 
the specific means developed

' 
for im plementing the 

purposes of the republic .  Funding the national  debt to 
provide a sound credit basis for the new n ation, the 
creation of a national bank ,  and internal improvements 
were its key components. The federal power of taxati on 
and spending should include "the genera l interests o f  
learn ing, of agr iculture, o f  manufactures,  a n d  of com­
merce," wrote H amilton . 1  

The means by which national exigencies are to be 
provided for ,  national inconveniences obvi ated, 
national  prosperity promoted, are of  such variety,  
extent, and complexity , that there must of neces­
sity be great latitude of discretion in the selection 
and applications of those means . Hence, conse­
quently, the necessity and propriety of exercising 
the authorities entrusted to a government on 
principles of l iberal construction . 
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John Marshal l ' s  1 8 1 9  decision in McCulloch v. 
Maryland was the most exp l ic it  statement of Hami lton­
ian principles ,  and in construing the "necessa ry and 
proper" clause, it became the c lass ical argument for 
"l iberal construction ."  It gave r ise to the most strident 
attacks on the Supreme Court from the opponents of 
the American System, prompting Marsha l l  to write: 

It must be difficult for those who bel ieve the 
prosperity of the American peop le to be insepara­
ble from the preservation of this government, to 
view with indifference the systematic efforts which 
restless politicians of Virginia have been for some 
time making to degrade the [j udic ia l ]  department 
in the est imation of the public .  It i s  not easy to 
resist the notion that those efforts must have other 
and more dangero us objects . . . .  

The assault on the judiciar y . 

Attacks on the judiciary reached a p�ak during that 
period.  The bitterness of the battle was shown in the 
1 8 1 3  case Hunter v. Fairfax,  in  which Story held that a 
state (Virginia) could not override a federal treaty . But 
the courts in Virgin ia  refused to enforce Story ' s  ruling, 
arguing th at the Supreme Court has no j uri sdiction over 
the sovereign state of Virgin ia .  The case then came back 
to the Supreme Court in 1 8 1 6  as Martin v. Hunter's 
Lessee; here Story took the opportun ity to stri ke a 
powerful  blow on behalf  of the necessity for the Su­
preme Court to bring the state courts into conformity 
with the Constitution . I n sisting upon "the necessity of 
the uniformity o f  decis ions throughout the whole of the 
United States, upon a l l  subjects with in  ' the purview of  
the  Constitution," Story warned of the chaos which 
must result if  each state were to regard itse lf  as the final  
a rbiter of  law within its borders .  

The  Supreme Court' s appeI late j ur isd iction over 
state courts was not ful ly establ i shed unt i l  the 1 82 1  
ruling in Cohens v. Virginia , involving an appea l from a 
criminal conviction in state court. Marsha I l ' s  decision 
provoked the Jefferson machjne into open rebeI l ion 
against the federa l  government, with widespread calIs 
for the abolition of the Supreme Court ! M arshal l ' s  
comments in a letter to  Story are  perti nent today : 

A deep design to convert our government into a 
mere league of states has taken hold of a powerful 
and vio lent party in  Virginia .  The strong attack 
upon the judiciary is in fact an attack upon the 
union . The j udicial  department i s  wel l  understood 
to be that through wh ich the government may be 
attacked most successfu l ly  . . .  it i s  equal ly weI l  
understood that every subtraction from its j uris­
diction i s  a vita l wound to the government itsel f. 

The states-rights forces-who from this  period on 
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were also the explicit opponents of the American System 
of protective tari ffs and internal improvements-was 
the faction backed by Britai n ,  which had not given up 
its hopes of breaking up the Union and re-establishing 
its domination .  It is  more than coincidental that today 
the strongest attacks on the federal j udiciary are being 
orchestrated by the Heritage Foundation-a pro-British 
offshoot of the Fabian Society and the Mont Peler in 
Society . 

It is clear therefore that we face today two di rect ions 
of threats to the Constitution . From the l iberal s ide 
there are those like Lloyd Cutler or Henry Reuss who 
maintain that our constitutional system , and especia l ly  
the separation of powers, is  outmoded; they propose 
that the system be revised along lines of the parliamen­
tary model, with Britain as the favored example. Includ­
ed in such a "model" is the implied destruct ion of  the 
independence of the judiciary . 

I n  her answers to various questions,  Judge 
O'Connor demonstrated that she is aware of the dangers 
of amendments which are not fully thought outl of a 
possible runaway Constitutional Convent ion,  and of the 
threat to the independence of the federal courts. 

The threat to the Constitution from the "right" (in 
particu lar the radical-conservative Heritage Founda­
tion) is  equally, i f  not more pernicious,  for under the 
guise of defending the Constitution , the Heritage moles 
would strip the judiciary and the federal government 
itself of their constitutionally granted powers, posing 
precisely the kind of threat to the nation itself which 
Marshall foresaw . While showing herse l f  sympathetic to 
proposals to limit access to the federal courts, Judge 
O'Connor by and large disassociated herself from the 
more radical court-stripping schemes put forward by 
the Heritage Foundation and others . 

It is clear that such court-stripping schemes and 
Heritage-style radical " free enterprise" plans-which 
are admitted by Heritage leaders to converge with the 
"decentralization" schemes of the radical left-have 
made significant inroads among conservatives who are 
concerned about the fai lures of the l iberal wel fare state, 
or about the practices of  certain l iberal j udges who are 
exacerbating racial tensions in our schools and neigh­
borhoods, or who have given environmentalists a free 
hand to turn the federal courts into their  private zero­
growth playground. 

It i s  only through a re-examination of the purposes 
and objectives of the Constitution itself that we can cut 
thro ugh the artificial right-left debates which are mud­
dling up constitutional law today . Federa l supremacy? 
Yes, but for what end? Our Federal ist-Whig predeces­
sors fought for federal supremacy for the purpose of 
fulfil l ing the objects of the republic and the Constitu­
tion, not for experimenting with every crackpot scheme 
dreamed up by a modern sociologist or a bug-loving 
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environmentalist .  President Eisenhower' s sponsorship 
of  the Atoms for Peace program, or President Kenne­
dy' s enthusiastic sponsorship of the NASA program 
and related research and development, are exemplary of 
the application of  Hami ltonian principles in the modern 
era. 

This i s  the only competent way to approach the 
interpretation of constitutional law . Consider, for ex­
ample, the extensive discussio n  of Brown v. Board of 
Education which has taken place during these hearings. 
Judge O'Connor tried (rather unsuccessfully) to main­
tain that the basis fo r the decision was simply a re­
interpretation of the intent of the 1 4th Amendment, 
while l iberals such as Senator Biden argued that the 
decision was based on a consideration of  changed social 
conditions, implying that changing social conditions 
constitute sound grounds for j udicial decision . Neither 
view is  sufficient .  

I f  the Constitution , an expression of an evolving 
body of natural law, is understood as embodying a 
commitment to scientific and technological progress, 
then the role of  education is  properly understood as a 
necessary concomitant of this commitment.  From this 
"higher law" understanding of constitutional law, the 
proper basis for a decision such as Brown becomes 
evident without resorting either to liberal sociology or 
to r igid reconstruct ions of the 1 4th Amendment . 

Conclusion 
A great deal of these hearings has been concerned 

with the subject of abortion . Despite certain philosoph­
ical and scientific differences over that issue, we can 
deeply sympathize with the concerns raised by Senator 
Denton and others regarding the moral decay of our 
nation .  For Senator Denton,  as he put it in  his opening 
statement, the permanent legalization o f  abortion would 
be "a 'point of  no return' in a recently accelerated, 
alarmi ng trend away from the principles upon which 
our govern m ent was founded and by which this nation 
achieved greatness ."  

To us,  the adoption o f  the  genocidal "Global 2000" 
doctrine by the Carter and Reagan administrations,  and 
its endorsement by over 1 00 senators and representa­
tives, signals that "point o f  no return ," p os ing the 
question of whether this nation is morally fit to survive . 
A return to sound principles of constitutional law, ·as 
that law was intended by the Framers to express our 
national purpose, is  the prerequisite for turning this 
country back to decency and greatness . That under­
standing, as we have outl ined it here, is  what has been 
m issing from these hearings.  

I .  Report on Manufactures. T h e  Hamilton-Jefferson debate over 
the constitutional ity of the national bank sti l l  provides te clearest 
frame of reference for the debate over the construction of the powers 
gran ted by the Const i tut ion.  
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Behind New York's 
election fracas 
by Michele Steinberg 

An eleventh-hour court order preventing New York 
City's primary elections from being held as scheduled 
Sept . 10 may be used as a precedent for a series of 
lawsuits and racial confrontations which could paralyze 
the electoral  process and government itsel f i n  cities across 
the United States . In  New York,  a group of professional 
race riot agitators has been uncovered working to in­
flame both black and Hispanic minorities and the white 
population on the issue which provoked �he court order, 
that of  electoral redistricting and its impact on minority 
representation in city government . Both M ayor Ed Koch 
and his Socialist International-l inked opponent Frank 
Barbaro, who are currently trading "racism" charges 
over the reapportionment issue, are heavily impl icated . 

The last-minute cancellation of the pri'mary occurred 
Sept . 9 ,  when a three-j udge panel ruled that New York 
had violated provisions of the Voting Rights Act of 1 965 
by drawing up its new election districts without securing 
proper approval from the U . S .  Justice Department . 

The Supreme Court unanimously upheld that ruling. 
The occasion for the ruling was a lawsuit brought by 
minority groups that charged that M ayor Koch and the 
city council had discriminated against minorities in a 
redistricting plan that decreased the number of largely 
black and Hispanic districts, despite an overall increase 
in the city's  minority population .  On Sept . 1 6, the New 
York state legislature passed a series of bi l ls  rescheduling 
the primaries for mayor, borough presidents, and other 
citywide offices for Sept .  22, but excluding the disputed 
city council races . Unti l  the J ustice Department approves 
the substance of the present or some other redistricting 
plan, those votes cannot take place . 

Thus it is quite possible that Mayor Koch, should he 
be re-elected, as i s  widely expected, will end up ruling 
without a properly elected city council next year .  This 
sets a dangerous precedent for other austerity-ridden 
m unicipal governments, many of which are already slid­
ing into the "financial dictatorship" m ode pioneered by 
New York's Big MAC and Financial Control Board. 

Mayor Koch, who apparently i nvited the original 
court ruling postponing the election by his fai lure to 
secure Justice Department approval for the redistricting 
plan, and Barbaro, who has sought to capitalize on the 
mayor's provocative "tough on minorities" stance, have 
used the primary postponement to bring the -"race ques-
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t ion" front and center in  the campaign , to divert atten­
tion from their Democratic opponent Mel Klenetsky's 
insistence on the fundamental issue o f  the planned eco­
nomic collapse from which every constit uency group in  
the city is suffering.  

Meanwhile,  a long-embedded race riot organizing 
apparatus has mobil ized, and further lega l act ions are 
afoot to b

_
Iock and disrupt the elections.  

A bi l l  including at-large seats in  the general election 
passed by the state legislature has drawn fi re from Albert 
Vann ,  head of the Black and Puerto Rican Caucus in the 
statehouse. Vann,  one of the original plaintiffs in the suit 
against the city, warned the State Assembly, " It' s either 
the ballot or the bul let ." 

Sources report that Vann's  home district, the Ocean­
hil l-Brownsville section of  Broo klyn , where he helped 
foment racial tensions during the teachers' strike of  1 968, 
i s  already rife with rumors of race riots . 

A suit brought in federal court on Sept. 1 7  by incum­
bent City Councilwoman M ary Pickett o f  Brooklyn 
again seeks to enj oi n  the entire election on the basis that 
runn ing split elections for the city council violates exist­
i ng election statutes , and discriminates against minor1-
tites by encouraging second-round low voter turnout.  

At the same time Pickett was fil ing her suit, represen­
tatives of the Puerto Rican Legal Defense and Educa­
tional Fund (PRLDEF), the Black and Puerto Rican 
Legislative Caucus, and the firm of Lebeof and Lamb, 
al l  involved in  the original suit ,  were meeting with offi­
cials from the Voting Rights section o f  the federal Justice 
Department to demand exclusion of  the councilman-at­
large seats from the Sept . 22 election .  On Sept . 1 8 ,  they 
won . 

In New York , the National B lack U nited Front, 
headed by Rev . Herbert Daughtry , an extremist consid­
ered to be anti-Semitic and in  favor of  violence ,  was 
holding meetings with black and Hispanic groups in 
New York to map out actions against the election.  

N B U F  i s  closely allied with the Black Economic 
Survival group, which led armed attacks o n  construction 
sites i n  the name of minori ty hiring; t he Communist 
Workers Party, and the EAST, a black separatist group 
in  Brooklyn which has been behind numerous riots and 
i s  believed to be l inked to the Black Liberation Army. 

The New York model is being planned i n  other cities. 
According to the Department of Justice, there are private 
suits in Detroit,  in two counties in New Mexico ,  and in 
Atlanta which chal lenge the U . S .  Census conducted in 
1 980. These suits claim that the census significantly 
underreported the minority population,  and any reap­
portionment decisions resulting from the census will be 
inherently discriminatory . 

With congressional elections coming in 1 982,  groups 
like the American Civil  Liberties U nion and the 
PRLD EF, both n ationally based , will use the New York 
precedent. 
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Democratic Party 

Candidate Klenetsky 
on New York's future 
Thefollowing interview with Mel Klenetsky, candidate for 
the Democratic mayoral nomination in New York City, 
and a spokesman for the National Democratic Policy 
Committee, was conducted Sept.  13 by European Econom­
ics Editor Laurent Murawiec. 

Murawiec : What have been your campaign experiences? 
Klenetsky :  I have seen that i n  spite of the "planned 
shrinkage" of the city, the population shows a tremen­
dous degree of resil iency of spirit. In  a way, this is  
crystal lized around the Brook lyn Navy Yard . While only 
3 ,000 are now employed at the yard, it had 60,000 to 
80,000 during World War II .  It  turned out and repai red 
5,000 ships, aircraft carriers, battleships,  destroyers, es­
corts . There was a shortage of  ski l led labor in  the city, so 
huge programs of crash apprenticeship and training were 
set up. 

Murawiec : And what is your program to put the city into 
shape again? 
Klenetsky :  My policies reject the l ie that resources are 
l imited and we should reduce our consumption,  any­
where in the world. I wil l  establish a tax and credit base 
for attracting high-technology industry back into the 
city; I will apply punitive taxation o n  luxury hotels and 
office towers , and apply the forfeiture statute enabling us 
to seize the assets of those banks i nvolved i n  the drug 
traffic and i ts financing . That will bring half a bi l l ion 
dollars for infrastructure; a tax on capital gains on 
transfer of property another half bil l ion; and $ 1 .5 bi l l ion 
from assessing mid-Manhattan commercial property at  
i ts  real value of $40 to $50 bi l l ion . 

I wil l  launch an all-out war on drugs; the third major  
program is restoring the schools and introducing classi­
cal education to develop culture and ski l l s .  The people 
who built this city are stil l  there, with the same commit­
ments and needs .  They need organization,  they need the 
old Democratic Party "delivery system" of  services and 

jobs, but on a higher and bigger scale . And that i s  how 
the Democratic Party will be electable and nationally 
responsible.  

Murawiec : What is the state of New York City's Demo­
cratic Party? 
Klenetsky : My social-democratic opponent in the pri-
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mary, State Assemblyman Frank Barbaro, is  taking 
many of  the reform Democrats i n  the direction of  extre­
mism . The Democratic incumbent, Ed Koch , is support­
ed by the other reform Democrats and also the regulars, 
principally because he has played very tough operations 
with the [party] clubs.  Koch played a key ro le in  destroy­
ing the M anhattan regular Democratic machine as part 
of the Adlai Stevenson-Herbert Lehman-Eleanor Roo­
sevelt operation to phase out constituency-based politics . 

Now, the Brooklyn m achine has remained more or 
less i ntact despite the efforts o f  former Rep . Elizabeth 
Holtzman, who is now a candidate for Brooklyn D.A. ;  i f  
she  wins ,  that wi l l  change, because she  wi l l  witch-hunt 
the regulars .  Bronx is  in  a shambles like Queens .  There 
are certain elements within each borough with some 
strength, but the thing doesn't  hang together or make 
for any kind of consistent po licies which can reverse the 
deindustrialization-the same is  true on the national 
level . 

Murawiec : I know that Koch has not given labor exactly 
a friendly treatment.  Who are they supporting? 
Klenetsky : There is a group in the Central Labor Coun­
cil  which has come out in support o f  Barbaro, the left­
wing Socialist International types and the old Commu­
nist

" 
Party-influenced unions .  That group i ncludes the 

Commun ication Workers, the hospital workers' Local 
1 1 99 ,  District 65, which is now i n  the United Autowork­
ers, and so forth . Harry Van Arsdale, head of the council ,  
h a s  given i n  to these elements, despite Barbaro's commit­
ment not to build the Westway project, which the council 
has fought for tooth and nail. The b ui lding trades, 
Teamst.ers, and Longshoremen have given no support to 
Barbaro , and in stead backed out o f  real politics altogeth­
er. 

Murawiec : What wi l l  you do if Koch is  re-elected? 
Klenetsky : The traditional unionists and the regular 
Dems see themselves i n  a terrific fix, caught between a 
Koch who is moving toward extreme Friedman-style 
policies, and the left-wing B arbaro .  My candidacy has 
begun to fill that vacuum, and, as I have become well 
k nown as a " LaRouche Democrat,"  it  represents at this 
point the most significant alternative for these people. 
The N D PC and its associates intend to take apart the 
race-riot apparatus that is  designed to divide ethnic 
constituencies and prevent them from political initia­
.tives . We intend to make every effort necessary to stop 
Koch from i ntroducing " free-enterprise zones" in New 
York on the Hong Kong m odel . And we wil l  expand the 
efforts, which I have already found have inspired so 
many New Yorkers, to halt  the drug p lague and bring to 
every schoolchi ld Beethoven and M ozart ,  Dante, Cer­
vantes and Sch il ler, Shakespeare and M ilton ,  and real 
science and history: that is the American Dream, to 
develop great minds.  
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MILITARY STRATEGY 

X-ray lasers and the 
Winterberg approach 
by Charles B. Stevens, Director of Fusion Energy 
& Military Applications, Fusion Energy Foundation 

The world i s  about to face the second major scientific­
technological revolution in strategic war-fighting capa­
b ilities since the A-bomb deVelopment of World War I I .  
A s  D r .  Edward Teller has stated, this second revolution, 
the fusion-powered X-ray laser antibal listic m issile 
(ABM), may actually negate the effects of the first, the 
development of the hydrogen bomb i n  the early 1 950s, in 
that the advantage no longer lies with o ffensive nuclear 
weapons.  With the realization of  the X-ray laser, a l l  
ball istic missiles-i .e . ,  those that  travel near to or into 
space-can be easily intercepted and destroyed, so that 
effective defense i n  n uclear war has become feasible. 

The immediate technical predicates of  this X-ray laser 
development and other, even m ore awesome, thermonu­
clear-powered beam weapons have been highlighted in 
the book The Physical Principles of Thermonuclear Ex­
plosive Devices by Dr.  Friedwardt Winterberg, p ublished 
this month by the Fusion Energy Foundation, and i n  
articles by the same author i n  FEF's monthly journal 
Fusion over the past year . These materials,  together with 
other Fusion reports , demonstrate that major advances 
in  this area directly depend on further development of 
concepts fi rst perfected by the great 1 9th-century Ger­
man mathematical physicist Bernhard Riemann, whose 
method runs completely contrary to m odern "particle" 
physics . The X-ray laser breakthrough shows once again 
that, even i n  l imited, secret mil itary applications, Rie­
mann's approach produces the most important empirical 
results in  extending the frontiers of  science and technol­
ogy . 

As Dr.  Winterberg stresses in his book, the develop­
ment of advanced weapons technologies is dependent on 
a civilian research program i n  the associated energy­
dense technologies of  nuclear fusion,  using high-intensi­
ty laser beams, particle beams ,  and magnetic field 
schemes. These technologies and their research programs 
provide not only the scientific knowledge required for 
the development of new weapons systems,  b ut m uch 
more critically, the manpower and industrial elaboration 
on which a s uccessful mil itary program depends.  A 
civilian economy which itself i s  not pursuing the most 
advanced technological research wil l  in a relatively short 
time stagnates and in so doing, threatens that country's 
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national security in a more thoroughgoing way than any 
mi litary deficiency . This connection between an aggres­
sive pursuit of new technologies and their scientific un­
derpinnings has been the relentless lesson of past unsuc­
cessful attempts at either avoidance of new war-fighting 
technologies, on the one hand, or the n arrow wunder­
waffen approach to weapons development, on the other . 

When reflecting upon nuclear war-fighting systems,  
one tends to be overwhelmed by the scales of energy 
involved. It  is d ifficult to imagine the destructive effect 
of a t OO-kiloton H-bomb, let alone a 25-megaton mons­
ter . In  actuality a pebble m ay have sufficient inertia to 
completely obliterate a 20,OOO-mile-per-hour incoming 
missile if i t  could be m ade to physical ly intercept the 
warhead.  Nuclear radiation with the equivalent energy 
of a match, if deposited within the fissile fuel of an H­
bomb trigger, would be enough to turn the warhead 
into a low-yield dud . Even less energy would be needed 
to cripple the delicate electronic contro ls of an H-bomb 
detonator. I n  dealing with sophist icated weapons sys­
tems, scalar considerations are of secondary or tertiary 
significance. 

The qualitative effectiveness of  X-rays and high­
energy s ubatomic particles, such as electrons and pro� 
tons, as a p otent antimissile force is due to several 
factors . 

While ordinary lasers burn into the surface of the 
target , X-rays can penetrate into the interior of a 
missile, and produce a m assive electrical current which, 
in turn , penetrates further and disrupts the electronic 
systems .  Particle beams can penetrate to the center, and 
init iate a n uclear reaction which destroys the bomb's 
fuel . And the fact that these forms of  energy travel at or 
near the speed of l ight greatly decreases the difficulties 
of  i ntercepting a 20,OOO-mile-per-hour m issi le .  The 
problem has been to cheaply and efficiently generate the 
required quality of X-ray or particle-beam energy. 

The first type of  proposed ABM systems were based 
on utilizing the X-rays generated by a 1 megaton H­
bomb to cripple incoming warheads.  While  only minute 
amounts of X-ray energy deposition were needed to 
achieve this,  s imply blowing up a bomb gives a "kil l  
radius," or range needed to knock out i ncoming mis­
si les,  of  n ot much more than 30 kilometers from the 
point of  detonation . This directly leads to a cascade of 
targeting, tracking, and interception problems .  On the 
other hand, if  the energy o f  the H-bomb could be 
focused in one direction or, even better, transformed 
into a beam,  then the effective kill radius would be 
greatly extended and these other difficulties overcome. 

This is particularly the case in the fusion-owered X­
ray laser.  Unlike other proposed l aser weapons, the X­
ray laser  i s  almost impossible to defend against in terms 
of hardening the warhead or missi le .  And since the kill 
mechanism is almost instantaneously effective, many 
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targeting and tracking problems encountered by other 
beam and laser systems are easily overcome with the X­
ray laser.As seen in  the figures, taken from Dr.  Winter­
berg's August 1 98 1  Fusion m agazine article, titled "Nu­
clear and Thermonuclear Directed Beam Weapons ,"  
there are many aifferent approaches to  generating both 
nuclear explosives driven X-ray lasers and other types 
of beam weapons. 

The current status of development 
A prmary source for information concerning beam 

weapons, and especially the X-ray laser, has been the 
publication A viation Week. Last winter it reported that 
Lawrence Livermore National Laboratories i n  Liver­
more, Californi a had successfully demonstrated the 
scientific principles of an X-ray laser design . The Sept .  
7 issue of  A viation Week reported in a news brief that 
Los Alamos National Scientific Lab in New M exico is 
now moving toward the development phase of perfect­
ing the X-ray laser as an ABM system . A viation Week 
reports that the system would consist of 20 to 30 
satellites, each with 50-ray lasing rods. Therefo re, up­
ward of 1 ,500 missi les could be intercepted i n  the most 
vulnerable stage of flight,  i .e . ,  the X-ray lasers would be 
directed toward r upturing the thin skins  of  the first or 
second stages of the r is ing m issiles.  This basing m ode 
has two distinct advantages: fi rst, the m issile loaded 
with mUltiple warheads i s  k illed as a unit, gett ing many 
birds with one stone; second, the ki l l  range need on ly be 
several hundred miles . 

But one maj or disadvantage is that the system must 
be deployed at least one hour before hostlI ities begin .  
Furthermore, the targeting and fi ring must be within 
minutes of the offensive m issiles' takeoff. 

A viation Week states that this system is proj ected to 
be deployed by the end of this decade or the beginning 
o f  the next.Other sources indicate that a longer-range 
mode of interception directed against the i ndividual 
warheads may be more effective and far more quickly 
deployed . And as EIR readers know from our July 28 
issue, Air Vice-Marshal Stewart M enaul of Great Brit­
ain reports concerning the X-ray laser: "It i s  j ust 
possible that the Soviets have developed such a system 
at their experimental site at Saryshagan ."  

One leading U . S .  weapons scientist revealed the 
fol lowing historical anecdote when told by this a uthor 
that Dr .  Hans Bethe had stated that it  would take at 
least decades to realize an effect ive X-ray laseer ABM 
system. "Did  you know that Hans  stated i n  secret 
testimony before the Congress in the early 1 950s that 
our H-bomb development work put us 25 years ahead 
of the Soviets. According to Hans it  would take the 
U . S .S . R .  at least a quarter of a century to catch up with 
us ."  Within months of this test imony, the Soviet Union 
exploded the fi rst actual H-bomb.  
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NUClEAIl X-RAY LASEIt WEAPON USING NEUTIlON 10M. 
The cylindrial neutron bomb NB is placed within a cylindrical neutron 
reflector Be made of beryllium-9: The detonator 0 sets off a high 
explosive HE. which in turn explodes the fission triBller F for the neutron 
bomb. The prisms P surrounding the neutron bomb prevent the laser 
rods R from being vaporized prematurely. The neutrons from the bomb 
penelrate the laser rods. which produce ·/aser beams of intense X-rays. 
to be direCled at ballistic missiles. for example. 
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congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

Hearings scheduled on 
competitive health plans 
The Health Subcommittee of the 
H ouse Committee on Ways and 
Means will  hold hearings begin­
ning Sept .  30 on legis lation which, 
its authors claim,  wil l  foster com­
petition in the health-care industry . 
One major piece of legis lation is 
the National Health Care Reform 
Act, H . R. 850, authored by Rep . 
Richard Gephardt (D-Mo. )  under 
which Medicare recipients would 
receive vouchers to buy private 
health insurance rather than re­
ceive government-run health insur­
ance. The bil l  also says that private 
employers have to give their em­
ployees several alternative health 
care plans.  Opponents of the 
voucher system warn that i t  would 
mean drastic cuts in  health care for 
the elderly, because retired people 
would get very smal l sums of mon­
ey in the form of vouchers and 
would be able to b uy only l im ited 
coverage. It is  admitted by sup­
porters of  the voucher system that 
i t  is a "cost-cutting" measure. 

The hearings will  include rep­
resentatives from the Department 
of Health and H uman Services , the 
head of the Congressional Budget 
Office Alice Rivl in,  and spokesmen 
for insurance companies and pri­
vate employers . "Those w ho want 
competition have made known 
their views," declared an aide on 
the subcommittee. "We want to 
hear from those who wi l l  be affect­
ed. "  The subcom mittee wants to 
use these hearings to help shape 
administrat ion policy . 

Because the administration is 
sti l l  of  developing its own program 
on this, subcommittee sources 
don't expect legislation to be sent 
to the House floor unti l next year .  
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However, Capitol  Hi l l  so urces re­
port that Rep.  Wil l is Gradison (R­
Oh.) ,  a cosponsor of the Gephardt 
legis lation,  wi l l  t ry to attach an 
amendment creating a voucher 
system for Medicare to whatever 
Socia l  Security financing bi l l  
reaches the H o use floor this  year . 

Committee finds wide 
drug use by military 
Forty-two percent of all U . S .  
armed forces i n  Europe u s e  drugs 
wh ile carrying out their mi l itary 
duties, and almost half  the Navy 
uses drugs whi le on active duty.  
These are the startling conclusions 
of  a report t it led " Drugs in the 
Military" released Sept. 1 6  by the 
H ouse Select Committee on N ar­
cotics .  The study is  based o n  a 
survey of 1 ,906 U . S .  mi l i tary per­
sonnel in I ta ly and West Germany. 
The report found 'that active-duty 
drug use in the Air Force was 1 7  
percent, 3 5  percent among ma­
rines and i n  the Army, it was 43 
percent.  The H ouse committee' s 
report thus proves that if the Rea­
gan administration is serio us about 
reviving a strong America , i t  m ust 
clean up the drug cr isis .  

The committee took a special  
survey of the use of  can nabis and 
stim ulants on the nuclear carrier 
Forrestal ,  perhaps p rompted by re­
ports that several of the recent 
carrier accidents were caused by 
personnel using  drugs . The com­
m ittee report concluded that 60 
percent of the men on the ship 
were using those drugs while on 
active duty.  

The committee report found 
that cannabis use among the  Army 
was 38  percent and 24 percent 
among Marines, supposedly the 

el ite mi l itary branch . 
The committee wi l l  hold hear­

ings Sept. 1 7  with representatives 
of  the mil itary services and Assis­
tant Secretary of  Defense for 
H ealth John Berry to discuss what 
action to take on this crisis . 

Porter : tie foreign 
aid to popUlation control 
Congressman John Edward Porter 
(R-I l I . )  a member of the Foreign 
Operations Subcommittee suggest­
ed in a floor statement Sept . 1 5 , 
that U . S .  foreign aid be tied to a 
recipient nation's  establ ishment of 
strict birth-control  measures . Por­
ter is one of the first elected offi­
cials to actual ly  ca l l  for the United 
States to try to coerce nations into 
l imiting their popUl ations.  

I n  an interview with EIR, Por­
ter stated that his  suggestion came 
after a trip he too k recently to 
I ndia and China.  " I  was struck by 
the fact that in India there is a 
huge increase i n  pop ulation ,  and 
they don't  seem to be able to get 
population-control measures in 
p lace that have a chance of work­
ing, and whatever they gain eco­
nomical ly is lost to population in­
cr,eases . 

" By contrast China,  where we 
visited, has h uge population in­
creases-[but] they are total itarian 
so it  is easier for them to get a 
handle on it and they seem to have 
a strong program of encouraging 
popUlation contro l .  There seems to 
be more hope for the future in this 
totalitarian society than in the 
democratic society of India," de­
clared the congressman , assuring 
EIR that he does not,  however, 
favor total itarian methods . 

EIR September 29, 1 98 1  



Ignoring the fact that industr ia l  
expansion and population growth 
have historica l ly gone together, 
Porter declared , " I ' m  saying that 
there . is no chance of economic 
advancement where the population 
outruns a reasonable idea of eco­
nomic expansion .  India has no fu­
ture if the population growth rate 
is at the point it is right now. " 

Kennedy satisfied 
with NLRB nominee 
Despite deep concerns from organ­
ized labor over his nomination to 
membership of the National Labor 
Relations Board, Robert H u nter 
breezed through his confirmation 
hearings before the Senate Labor 
and H uman Resources Comm ittee, 
H unter's role in producing the la­
bor section of the Heritage Foun­
dation's  report "M andate for 
Leadership," which cal led for rad­
ical and decimating changes in la­
bor laws, was a major point of 
concern : The Heritage Foundation 
is a Social ist Internat ional penetra­
tion operation into the conserva­
tive movement in the U .S .  

Senate Labor a n d  H uman Re­
sources Com mittee Chairman Or­
rin H atch (R-Utah) anticipated 
Democratic questioning of  H unter 
on this point, and asked Hunter to 
clarify his relationship to the Heri­
tage report . H unter, who had been 
staff director of H atch's  committee 
prior to his nomination,  explained 
that he was only "project manag­
er" of the section and did not 
necessari ly agree with all its rec­
ommendations .  Then , Sen.  Ed­
ward Kennedy, ranking Democrat 
on the committee, weakly picked 
up the questioning with "Why 
should working people expect a 
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fair shake from you? 
In cross-exam ining him on the 

Heritage Foundation report ,  Ken­
nedy was not able to co l lect himsel f 
enough to ask Hunter which sec­
tions of the report he did agree 
with and which he disagreed with . 

H unter did concede in the 
course of the hea rings that he sup­
ported a national r ight-to-work 
law, but that this, as a personal 
opinion,  wou ld  not interfere with 
his  ability to uphold the National 
Labor Relations Act as currently 
written .  Kennedy announced him­
self "satisfied" with H u nter, and 
the Senate committee, as wel l as 
the entire Senate, confirmed H unt­
er without obj ect ion . 

F arm coalition 
shows fractures 
The failure of efforts by! Senate 
Majority Leader H oward Baker 
(R-Ten n. )  to kil l  an amendment to 
the 1 98 1  farm bill revo king the 
federal peanut program offered by 
Richard Lugar (R-Ind.)  on Sept.  
16 has "blown apart" the farm 
coalition in the Senate. As a resu lt ,  
the Senate may be unable to pass 
new farm legislation  before Sept.  
30 when the current law expires, 
and farm policy would revert to 
the Agriculture Act of 1 948 which 
stipu lates commodity price sup­
ports at 90 percent of  par ity . 

Senate Agricultu re Committee 
Chairman Jesse Helms (R-N .C. )  
has already threatened to  pul l  the 
omnibus bi l l  off the floor.  The 
Lugar amendment's success opens 
the door to divisive and potent ia l ly  
unresolvable fights over the tobac­
co and sugar programs, with the 
peanut program part of  elaborate 

budget compromises the White 
H ouse made with So uthern legis­
lators through Helms .  Now Helms 
has had the rug pul led out from 
under him by a fel low Republ ican,  
and the budget compromises as 
wel l  as the farm bil l  are jeopard­
ized.  

Lugar apparently acted in con­
formity with his rigid belief in  the 
"free market," a view he shares 
with the American Farm Bureau 
Federation,  which several weeks 
ago called for a one-year extension 
of existing farm legis lat ion rather 
than a new law maintai n ing what 
they deem to be excessive "govern­
ment interventio n . "  

Reports indicate that angry 
dairy state senators j umped on the 
Lugar bandwagon after they had 
been defeated a day earl ier in at­
tempts to hold price-support levels  
at the low 70 percent of  parity . 
I nstead,  the Senate gave complete 
discretion to the secreta ry of Agri­
culture to set support prices, in 
effect gutting the dairy program . 

John Melcher (D-Mont . ) ,  also 
a member o f  the Agricu lture Com­
mittee and sponsor of an a lternate 
omnibus farm bill that would have 
set major  commodity support lev­
els at 75 percent of  parity across 
the board, told the press that the 
Reagan administration's  eleventh­
hour demands for more budget 
cuts had "dynam ited" the coal i ­
tion ,  and "made it impossible to 
agree on any bi l l . "  

Before the Stockman demands 
for deeper 1 982 budget cuts,  i t  had 
been expected that the farm bi l l  
wou ld be swi ftly rail roaded 
through the Senate, but that it 
might encounter d i fficulty in  the 
H ouse . So far, it  has not been 
schedu led for floor act ion in the 
H o use.  
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House Dems grant 
'amnesty' to dissidents 
The House Democratic Caucus has 
agreed to an "amnesty" for fel low con­
gressmen who strayed from party lines 
to support President Reagan's budget 
policy. 

While rejecting formal censure of 
their colleagues, which had been ru­
mored and threatened over the past 
months, caucus leaders warned that 
choice committee chairmanships would 
be allocated according to individuals' 
votes on certain "litmus-test" i ssues . 

House Maj ority Leader Jim Wright 
of Texas said a distinction will be m ade 
between "occasional aberrations on the 
basis of conscience, conviction, or con­
stituency, and a pattern of consistent 
conniving with the opposition ." Toby 
Moffett of Connecticut, an advocate of 
stringent party accountability who has 
Socialist I nternational ties, called the ac­
tion "a step in the right direction ." 

Setback for gold at 
White House meeting 
A Sept. 15 meeting between President 
Reagan and congressional leaders in­
cluded gold remonetization as a major 
agenda item, but failed to impress the 
President that action should be taken on 
gold in  the short run . 

According to a White House aide, 
the different proposals before the Gold 
Com mission, including Rep. Ron Paul 's  
plan for a gold reserve system and pro­
posals for a "gold exchange standard" 
were reviewed. 

However, economists in the "supply­
side" camp, which has m ade gold a 
central issue following passage of the 
tax cut, consider the meeting a "set­
back" for gold forces . The President, 
one economist said, h as been persuaded 
to "maintain a steady course over the 
cliff. " 
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The third meeting of the Gold Com­
mission takes place on Sept.  1 8 .  Pressure 
by pro-gold commissioners led to open­
ing of the meeting to the public. How­
ever, the meeting is expected to concen­
trate on essentially theoretical issues, 
rather than specific  plans for implemen­
tation of a gold standard .  Gold propo­
nents see the meeting as an opening 
sally, rather than as a forum for political 
give-and-take to determine a concrete 
course of action. 

Teamsters endorse 
Melcher resolution 
The International Brotherhood of 
Teamsters, the nation's  largest trade 
union, on Sept . 16 official ly endorsed a 
resolution sponsored by Sen. John 
Melcher (D-Mont.) and several other 
senators, which demands action by the 
President and the Federal Reserve to 
lower interest rates. 

"Teamsters General President Roy 
Williams has asked the U . S .  Senate to 
approve a proposal that could lead to a 
reduction of interest rates," the Teams­
ters said in a press release circulated i n  
Washington.  

" Besides a letter to each of 1 00 sen­
ators," the release continues, "Williams 
wrote a letter to President Ronald Rea­
gan pointing out that under the terms o f  
the pending resolution,  the President 
with congressional m andate, could 'be­
gin consultations with the Federal Re­
serve Board to bring interest rates back 
to realistic levels . '  

" 'Our members', sa id  Williams in  
his letter to the  President, ' are experienc­
ing severe hardship in  this era of 20 
percent credit.  Unless they have cash, 
they cannot m ake such basic purchases 
as shelter and transportation.  They need 
relief. '  

"Williams said i t  was his belief and 
hope that the combined efforts of the 
Congress and the President could make 
it  possible to 'begin a program to take 
the economy out of its present cash and 
carry crisis . '  

"He added that if Senate Joint Res­
olution 1 04 [the Melcher resolution] is 
not adopted, 'we will  continue to see the 
Federal Reserve Board choking such 
vital industries as construction, auto 
manufacturing, and housing . '  " 

DNe's Manatt blocks 
anti-Volcker resolution 
Democratic N ational CUmmittee Chair­
man Charles M anatt intervened Sept . 1 7  
at the DNe's Executive Committee 
meeting in Washington D.C.  to amend 
a resolution passed by the ONe's West­
ern States Caucus calling on Congress 
to "bring down the Federal Reserve 
Board's high interest rates ." The word­
ing was changed throughout to attack 
i nstead " Ronald Reagan's high interest 
rates. " 

Manatt's amendment came after two 
National Democratic Policy Committee 
representatives had distributed a press 
statement to all attendees documenting 
Manatt's own unsavory banking activi­
ties. 

After some huddling of advisers, 
Manatt opened the meeting by an­
nounci ng that "The group giving out 
literature is in no way officially affiliated 
with the DNC," but that because of 
" First A mendment rights ,"  the distri­
bution would be a llowed. Manatt's de­
cision contravened a resolution passed 
by the California Democratic Party 
which banned the NDPC from distrib­
uting literature at party meetings in 
Manatt's home state. "They even cal l 
me a fl ight capital banker," M anatt 
concl uded in a weak joke. 

The meeting voted up an "anti-Rea­
gan" fight to protect Social  Security, 
opposition to sale of  the AWACS to the 
Saudis, support for the extension of the 
Voting Rights Act, and support for Sol­
idarity Day. 

Strongly implying that tax hikes are 
the only economic option ,  Manatt said: 
"We say no to further [budget] cuts, no 
to high interest rates, and no to being 
hung on a cross of gold by Kemp or any 
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of that crap ."  
Although interest rates were not  on 

the political agenda of the Executive 
Committee, the Western States Caucus 
reported that at their weekend meeting 
in Cody, Wyoming they passed a reso­
lution stating in part: "Whereas, the 
high interest-rate policy of the Federal 
Reserve Board is crippling farmers and 
collapsing small business . . .  and lead­
ing to the collapse of  major industries 
like homebuilding and auto, and caus­
ing massive unemployment . . .  and in­
creasing prices for consumers, thereby 
increasing inflation . . .  this body re­
solves that the Congress of the United 
States should adopt legislation to force 
the Federal Reserve Board to bring 
down high interest rates . "  This was the 
resolution Manatt altered. 

U.S. security �d drugs 
seminar planned 
"War on Drugs: A M atter of National 
Security and National Survival" is the 
title of a three-part seminar series that 
will  begin on Capitol Hi l l  on Thursday,  
Sept. 24, the National Anti-Drug Coali­
tion announced on Sept. 3. 

Sponsored by the National Anti­
drug Coalition, ' which publishes the 
well-known monthly magazine, War on 
Drug Coalition, which publishes the 
publication, Investigative Leads, the 
Washington,  D.C.  seminars are de­
signed to provide members of Congress, 
their staffs, administration officials, the 
armed services, and law-enforcement 
specialists with informati6n required to 
initiate an effective war on i l legal nar­
cotics . 

The seminars are scheduled for Sept . 
24, Oct. 22, and Nov. 5, in a subcommit­
tee room of the House Armed Services 
Committee . Guest speaker will be John 
Cusack , a retired U.S. drug enforcement 
official who is wel l known for his role in 
breaking up the notorious " French 
Connection ." Speaking with Mr. Cusak 
will  be EIR Counteri ntelligence chief 
Jeffery Steinberg on "The Federal Role 
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in Fighting Drugs and Crime. "  
The Oct. 2 2  seminar, titled, "Bank­

ing on Drugs,"  wil l  feature EIR Eco­
nomics Editor David Goldman, co-au­
thor of  Dope, Inc. and The Ugly Truth 
About Milton Friedman. The Nov. 5,  
Seminar,  "Foreign Policy: Fighting 
Drugs Internationally ,"  will highlight 
case studies of Latin America, the "Si­
ci lian Connection," and the Golden Tri­
angle. 

Antinuclear demonstration 
flops in California 
The siege of the Diablo Canyon n uclear 
plant launched by environmentalists 
Sept. 1 5  proved to be a large national 
setback to the antinuclear movement. 
Out of the originally planned 30,000 
demonstrators, only 1 ,000 m aterialized, 
and arrests quickly began . Gov. Jerry 
Brown, under attack for trying to ruin 
the state's agrobusiness with his own 
environmentalist policies, was unable to 
openly support the demonstrators, and 
stated that if they became violent he 
would call out the National  Guard. 
Brown' s  ally Tom Hayden also was 
obliged to distance himself from the 
siege. 

Cartoons depicting environmental­
ists interviewing each other while re­
porters blocked the plant gates have 
appeared in newspapers all over Califor­
nia, ridiculing the national news media 
for spending a week trying to create "an 
action story" around the environmental­
ist activities . One policeman interviewed 
Sept.  16 said, "Our biggest problem is 
the press ."  

National Democratic Policy Com­
mittee spokesman Will Wertz, in a press 
conference at the Plumbers and Pipe­
fitters Hall in San Luis Obispo, near the 
site, docamented B rown's and H ayden's 
ties to the antinuclear demonstrators 
and released telegrams of  support for 
Diablo Canyon and nuclear power from 
France and Sweden, as well as endorse­
ments of  the plant from five California 
city councils .  

Briefly 
• WASHINGTON , D.C. city 
council members hand-delivered a 
letter to the White House Sept . 1 6  
that rejected the proposed ap­
pointment of Abscam prosecutor 
Thomas Puccio as U . S .  attorney 
for the district . Eleven of the 1 3  
councilmen participated i n  the 
mission.  

• DR. C. EVERETT KOOP was 
nominated by the President as 
U . S .  Surgeon General on Sept . 1 6  
after Congress cleared a n  age­
limit provision that was used to 
stall his appointment since Feb­
ruary . Koop opposes euthanasia, 
abortion on demand, and medical 
accommodation to a " useless eat­
ers" policy . 

• ROBERT ROOSA, the Brown 
Brothers H arriman banker who in 
the late 1 960s offered foreign gov­
ernments non-negotiable U . S .  
Treasury bills to cover America's 
payments deficits, now proposes 
the same thing for taxpayers, who, 
instead of receiving the recently 
passed Reagan tax cut, he says, 
should be given five- to eight-year 
Treasury paper and let the gov­
ernment use the funds to service 
interest rates on the federal debt. 

• SEN. ALAN CRANSTON 
firmly stated Sept . 1 3  that the 
Soviets "do not believe in limited 
nuclear war," and declared, "I 
hope and pray we enter into ne­
gotiations to reduce the danger of 
nuclear holocaust." The Califor­
nia Democrat recently held meet­
ings with West German Chancel­
lor Helmut Schmidt and with 
Soviet leaders . 

• SEN. DON NICKLES'S office 
says the Oklahoma Republican 
would like to introduce a measure 
this session calling for full repeal 
of Davis-Bacon .  "It would be a 
real show of strength against la­
bor," an aide commented . "We 
could have a good shot at repeal 
now, with everyone looking to 
save money." 
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EnergyInsider by William Engdahl 

Canada's strange oil politics : phase two 

The deal between Trudeau and Alberta means that the winner 
of a provoked battle will be Petro- Canada. 

Earlier this month, Canada's 
Pierre Trudeau struck a compro­
mise with Peter Lougheed , premier  
of the western oi l-producing prov­
ince of Alberta. The dea l ,  which 
runs unti l  m i d- 1 986, ends a year of 
intense po l i t ica l  acr imony fo l low­
ing Trudeau's  1 980 shock an­
no uncement of h i s  N at ional  Energy 
Program (NEP) .  But befo re we pop 
the champagne corks, the actual  
pact bears close scrut iny.  

Recal l  that the N EP' s i n it ia l  
terms imposed retroacti ve expro­
priat ion,  without com pensat ion ,  in  
the form of a 25 percent unearned 
interest in al l  federal lands which 
Petro-Canada, the govern ment's  
oi l  company,  has the right to p ick 
up from private companies.  Given 
that the Petro-Can corporat ion was 
created by one of  the world's  lead­
ing zero-growth zea lots,  Tri lateral 
Commission member Maurice 
Strong, and is currently becoming 
one of the world's  major  o i l  co mpa­
nies w ith the assistance of Tr i l atera l 
Comm ission member Donald Har­
vie as Petro-Can's  deputy chai r­
man, we have cause fo r suspicion . 

Trudea u's  N EP triggered a war 
with the o i l-prod ucing provi nces by 
increas ing the federa l govern ment's 
share of taxes; the provinces had 
traditional ly co ntrol led m i neral 
and o i l  taxation . And it  fu rther 
mandated a pol icy of "Canad ian iz­
ing" ownership of the o i l  i ndustry 
to 50 percent by 1 990. 

The net effect of the NEP to 
date has been d isastrous to energy 
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exp lorat ion and development .  Its 
restrictive price and tax provis ions  
triggered an exodus of  rigs and cap­
ital, mainly to greener pastures in 
the U . S .  The number of act ive rigs 
dropped i n  half, from a h isto r ic  
high of 456 in A ugust 1 980 down to 
on ly 230 a year later .  An est imated 
$3 bi l l ion fol lowed the rigs out of 
the co untry . The ensuing dec l ine  in 
Canadian exploration cou ld  set de­
velopment back by years . 

Now, after a year  of del i berate 
l imbo, which forced many m ajor  
companies to sel l the i r  Canadian 
holdings at depressed prices, Tru­
deau's alter ego , Ene rgy M i n ister 
M arc LaLonde, has com p leted a 
very clever maneuver .  The new 
agreement between Alberta and 
Ottawa creates a two-tie red pr ice 
structure under which the pr ice of  
"o ld"  o i l  wi l l  incremental ly rise 
from the current $ 1 8 .75 a barrel 
with a $2 . 50 rise, effective Oct .  I ,  
and a $4 .50 rise i n  1 982  up to a 
maximum of 75 percent of the 
world price by 1 986 .  " New" oil 
(discovered after Jan . I ,  1 98 1 )  wil l 
be allowed to soar to approx imately 
the world leve l next yea r .  The feder­
al tax rate on th is  higher-pr iced 
energy w i l l  rise from 8 percent of  a 
dramatical ly  higher abso l ute price 
to 1 6  percent.  The total o f  the pr ice 
increases over the fi ve-yea r period 
will  generate an est imated $2 1 2 .8  
bil l ion to be divided between feder­
a l  and p rovincial government and 
industry . Here l ies the rub .  

Robert Brawn , president o f  the  

Independent Petroleum Associa­
tion of  Canada, est im ates that the 
actual  after-tax breakdown wi l l  
give the federa l govern ment 35  per­
cent ,  the p rovincia l  govern ment, 50 
percent, and industry a meager 1 5  
percent o f  the per-ba rre l pr ice. New 
exploration , B rawn th inks ,  wi l l  be 
further compl icated by the increase 
of  operat ing costs and decrease of 
net-back to p roducers from 1 2  per­
cent down to 4 percent by 1 986 .  
Brawn's  calculat ion i s  that  despite 
the higher p rice to the consumer,  
the revised N EP agreemen t w i l l  
provide no net increase of  cash flow 
to ind ustry for further exploration .  
And wi th  many independent pro­
ducers highly leveraged and fo rced 
to borrow capital  for dri l l i ng at 20 
percent rates , only favo red compa­
nies such as Petro-Canada w i l l  
emerge as  c lear winners.  

Since l ast October 's  i n it ia l  N EP 
was issued, Petro-Canada has 
moved from number 1 2  am ong o i l  
companies internat ional ly to  num­
ber 5 .  Canadian cons umers pa id  85 
percent of the $ 1 . 5 b i l l ion cost when 
several months ago Petro-Can ac­
quired ownersh ip of the Belgian­
owned Petrofina at a cost of $ 1 20 
per share. Market p ri ce at the time 
o f  takeover was $60.  Under the 
N EP, Petro-Canada' s com m on­
share capital  increases from $500 
mill ion to $5 . 5  bi l l ion .  

One major  in dependent compa­
ny has calculated that under  such 
favored terms, Petro-Canada wi l l  
control abo ut 1 30 mi l l ion  net  acres 
on Canada's oi l -r ich frontiers . As 
another industry sou rce p ut it, "No 
company can effect ively explore 
1 30 m i l l ion net exploration acres, 
and this ·gi ft to Petro-Canada wi l l  
result in stagnat ion in  our  
frontiers . "  But  i sn ' t  that  the  point 
of Trudeau ' s  N EP? 
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