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IN THIS WEEK'S ISSUE � 

What the United States is so far failing to do 
for itself, key European forces are doing ag

gressively - defending the dollar from 

British-led attack... The INTERNATIONAL 
report this week tells why Western Europe 

has mobilized to defend the U.S. currency 

"until we go bust" ... and why the Europeans 

are looking for openings to intervene into U.S. 

politics to undercut the City of London's "fifth 

column" allies, Schlesinger and Blumenthal. .. 

Included: the details of the West German 

central bank's dollar-support operations ... an 
extensive survey of European opinion, on and 

off the record, on the United States govern

ment's "malign neglect" of the dollar and 

what must be done ... and a report on how the 
battle against the British is shaping up inside 

the European Economic Community as well ... 

* * * 

The political - not just monetary - sign

ificance of the dollar collapse comes to the 

fore in the world's second crisis center: the 
Middle East ... for the destruction of the dollar 

is inextricably linked with the London-center

ed strategy of a major oil price rise and the 

Nazification of the U.S. and Western Europ
ean economies... As the Mideast region 

remains perilously poised between Geneva 

and a U.S.-Soviet showdown ... between lasting 

peace and, possibly, World War III... a cabal 

of British-led forces is doing its utmost to 

ensure that the second course is taken ... In our 

MIDEAST section, an analysis of both sides of 

this critical branch-point... and of the peace 

and war factions in the region and internation

ally ... Coverage includes extensive excerpts 

from Egyptian President Sadat's important 

interview in a West German newsweekly ... a 

report on the Soviets' foolish attacks on 

Mideast peace moves... and a documentary 

section on the significance of new discussion 

of a possible Palestinian government in 

exile ... 

* * * 

Reflecting the deliberate tum toward a 
face-off between the U.S. and the USSR ... a 

new wave of cold-warism among "Tory" 

American political and financial circles ... The 

U.S. REPORT has the story from several 

angles... including new attempts to wreck 
SALT ... and undercut the Administration's 

Mideast peace commitment... But sane 

American business and political leaders are 

active too ... in moving ahead on organizing for 



a technology and export-based U.S. economic 
policy that counters the " British colonial" 

tack of Schlesinger's energy sabotage and its 

foreign policy correlates... We present 

comments from the head of the U.S. Export

Import Bank on Schlesinger's disastrous 

"nonproliferation" stance on nuclear power ... 

and excerpts from New Mexico Senator Sch
mitt's speech warning that failure to develop 

nuclear technology will leave the U.S. 

"hanging in the wind" ... 

• • • 

The SOVIET SECTOR this week presents 

an in-depth examination of the deep-seated 

problems that stand behind the Soviet Union's 

current policy, in the Mideast and the rest of 

the world as well as at home ... "The Crisis of 
the Soviet Five-Year Plan" by U.S. Labor 

I Party chairman Lyndon H. LaRouche ... 
Going back to Marx and Lenin, LaRouche 

traces the errors of Soviet ideology that have 

led to the present plunge toward disaster ... 

including the ubiquitous penetration of Anglo

American intelligence influence into the high
est levels of Soviet leadership ... and predicts 

what will drive home the proper strategic 

lessons to the USSR's leaders ... 

• • • 

Also in this issue: a detailed report on the 
Administration's new steel program, and 

what it will do to the remains of the U.S. steel 

industry, in ECONOMICS... Schlesinger's 

WEEP policy for no energy and no growth 

runs into trouble with U.S. gas companies and 

their Mexican allies, in ENERGY ... and in the 

s�me section, an authoritative indictment of 
the proposed Nuclear Nonproliferation Act 

from the director of the Fusion Energy 

Foundation ... 

• • • 

Also in this issue, first reports on how the 

American Federation of Labor is fast turning 

itself into the American Federation of Layoffs 
and Meany's "program" ala Humphrey

Hawkins and James Schlesinger is a slap in 
the face to real commitments of the majority 

of the country's trade unionists. 
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Europe Acts To Stabilize Dollar 

The dollar closed last week marginally below the 
previous week' s  level at about DM 2 .l9 to the dollar, 
a dramatic recovery from the m i d-week fall to a low of 
2 .l5 to the dollar. However, the fact that the dollar sur
vived the week without a further major catastrophe is 
due to what can only be described as a total mobilization 
for the dollar ' s  defense by Western Europe, in 
collaboration with business and political circles in the 
United States . From a series of public and private 
statements by government and business officials in 
Western Europe, there is  a broad consensus there-and 
in many places in the United States-that the fall in the 
dollar 's  value on the foreign exchange markets had to be 
halted at all costs . 

FOR E IGN EXCHANGE 

This is not simply a monetary issue.  As the Western 
Europeans are well aware, the dollar collapse is 
precipitated by the City of London, with fifth column 
support action from its allies in  the United States 
government : Secretary of the Treasury W. Michael 
B l u m entha l and E nergy S ecretary  J a m e s  R .  
Schlesinger-with the aim of breaking the world 
economy and running the remains along the model given 
by another British fifth columnist : Nazi finance m inister 
Hjalmar Schacht. The British heralded their attack 
against the dollar Dec . 4 in: an article in the London 
Sunday Times entitled "Mighty Dollar Heads for Fall . "  
The Tim es blames the expected dollar crisis o n  the 
tremendous U . S .  trade deficit  and U . S .  commentators 
predicting a $20 bill ion tax cut. And as the dollar plunged 
throughout the week, the British press applauded . 

But the British plan has so far been thwarted by two 
key events.  One was the fierce upgrading of West Ger
man Bundesbank intervention efforts on the foreign 
exchange markets , which penalized speculators even at 
the expense of short-term market stabil ity.  More im
portant was the perception, rubbed into the market by a 
series of public statements , that under no costs would the 
Europeans permit the dollar to be destroyed . Behind 
these statements (see below) is  the strategic estimate 
that the main short-term source of dollar weakness came 
from the City of London, which encouraged the fal l  of the 
dollar to suit its own ends . 

On Friday, Dec . 9, wire services carried a leak that the 
finance ministers of the United States,  West Germany, 
Britain, France, and Japan had m et in secret in London 
on Dec . 3 to discuss the decline of the dollar. Details of 

the meeting have not yet been disclosed. However, 
banking sources with direct knowledge of these events 
report that the meeting probably marked the end of 
Michael Blumenthal ' s  and James Schlesinger' s careers 
in government. "Pressure on the Carter Administration 
from the Europeans is so strong that it  doesn ' t  look like 
S chlesinger and Blumenthal can last, " said one former 
Ford Administration official ,  now in private finance. 
"Don't  quote me, but it 's  not going to be long before 
they're out . " Well-informed Western European sources 
also c ite a perceived change in attitude by the Carter 
Administration . 

To a greater extent, this pressure has been mediated 
through former Ford-Nixon Administration officials with 
c lose contacts in Western E urope,  including former 
Treasury Secretaries John Connally and William E .  
S imon, according t o  European banking and industry 
sources .  Reportedly, S imon is working with the U . S . 
E uropean Joint Businessmen ' s  Counci l  t o  put together 
lobbying pressure on the Administration. 

At the moment, the attitude of the Administration is 
difficult to gauge . Official and off-the-record statements 
by the Administration ' s  spokesmen do not indicate a 
change in policy, with one or two key exceptions,  in
c luding remarks by Eximbank president John Moore in 
Chicago Dec .  8 critical of the Carter Administration's  
pol icy on nuclear exports .  The Washington Post' s 
economics editor Hobart Rowan printed an interview 
Dec .  9 with Undersecretary of Treasury Anthony 
Solomon stating the Administration 's  position . Solomon 
claimed that the Administration was not concerned 
about the weakness of the dollar.  He pointed to the 
continued large capital account surplus of the United 
States-failing to mention that more than half of that 
surplus reflects the purchases of U . S .  Treasury 
securities by the Western E uropean and Japanese 
central banks , in consequence of their intervening in the 
m arket to buy dollars that private sector dollar-holders 
sold off. An unnamed Federal official  was quoted on 
newswires Dec . 9 saying that the U . S .  will  not intervene 
to support the dollar, adding that the reasons for the 
dollar ' s  weakness were fear of the OPEC meeting and 
Congres s ' s  fai lure to pass the Administration's  energy 
legis lation-which most Europeans would laugh at. 
Federal Reserve officals who personally support a 
strong intervention policy are " pretty hopeless , "  ac
cording to one source , that the Treasury will permit 
further intervention . 

However, the matter appears to be out of the hands of 
the Adm inistration . In the United States,  there has been 
a frantic round of meetings including senior officials of 
large com mercial banks,  the New York Federal 
Reserve. and selected politicians over emergency 
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strategy to deal with the cris is .  " Forget about yester
day 's  cris is ,  or tomorrow' s  cris is , "  said one participant 
in these meetings .  " Look at the s ituation in broad per
spective. The exchange rates problem has been finessed 
for the past 30 years . first by Bretton Woods.  by forcing 
everyone to accept a dollar peg. and then by so-called 
floating rates .  There is no way we can go back to any of 
this . "  

Gold on the Horizon 

One of the factors making A merican leaders j ump is 
the not-so-covert European threat of a return to a gold' 
reserve basis of some kind if the dollar should continue to 
fall .  In a press statement Dec .  4 .  Swiss National Bank 
President Fritz Leutwiler made public a proposal that he 
has circulated in private for some t ime.  i . e  . •  for the U . S .  
t o  sell  gold reserves to Western E uropean central banks 
in order to obtain the wherewithal for intervention on the 
foreign exchange markets . Although the U . S .  is not likely, 
to accept the proposal-as Leutwiler has informed his 
friends-the impact of the statem ent l ies in the first
since-1 971  reference to the use of gold for central bank 
transfers by a leading central banker.  

It  is highly s ignificant that the Wall Street Journal 
editorialized favorably on the Leutwiler statement in a 
Dec . 9 editorial entitled. " Malign Neglect . "  

U . S .  policymaking circles are broadly aware that they 
Western Europeans mean business on the subj ect of gold . 
The National Security Counci l  i s  currently preparing an 
assessment of the Leutwiler statement. V irtually the 
only section of the U . S .  financial community that 
presents a different evaluation is  the British-connected 
investment banks.  One top investment banker protested. 
" I  j ust had dinner with Gordon R ichardson ( Bank of 
England president-ed. ) .  and he assured me that (a 
E uropean return to gold) wil l  never happen . "  

A t  the moment. the Western E uropean orientation i s  to 
intervene in the U . S .  political  s ituation and use their own 
resources to stabilize the dollar for as long as possible. 
recognizing. as Bundesbank President Otmar E m m inger 
said in a press conference Dec . 8. " We alone cannot 
resist the pressures on the dollar coming from all over 
the world . "  According to West German official  sources.  
the Bundesbank and Bank of Japan are negotiating to 
create a facility " to support the dollar unti l  we both go 
bust. " 

Bundesbank Aid to Dollar 

Officially. the Bundesbank intervened with $2 .4  bil l ion 
during the month of November alone. all  of which 
represents an equivalent increase in West German 
money supply. In effect .  the Western Europeans are 
temporari l y  putting as ide  their  own economic  
stabilization efforts on  behalf of the dollar. They are 
counting on a change in Washington. knowing they will  
not be able to sustain these levels of intervention . 

Possibly an even greater sacrifice is the form that 
West German intervention has taken . After the dollar fell 
through the "psychological barrier" of DM 2 . 20 to the 
dollar on Monday and Tuesday.  falling by a solid per
centage point on each day. the Bundesbank stopped 
attempting to smooth out m arket fluctuations.  and in
stead intervened with the obj ective of burning the 

speculators . Instead of buying dollars at the morning 
fixing on the Frankfurt market. permitting speculators 
to get a good price for their dumped dollars . and then 
letting the dollar rate drift down later in the day. the 
Bundesbank perm itted the market to fluctuate wildly on 
Wednesday and Thursday. The dollar swung within a 
band of DM 2. 1 5  to DM 2 . 1 8  to the dollar. according to 
Frankfurt market participants .  as the Bundesbank let 
the rate fall quickly. and then intervened to turn the rate 
around. catching some of the dollar-sel lers with a loss .  
By Friday.  the market had quieted.  leaving the Bun
desbank temporarily in possession of the field. Central 
banks generally avoid doing this-although central 
bankers enj oy it immensely-because the wide swings in 
currency rates are potentially disruptive of trade. 

But the intervention policy cannot hold for long. unless 
some fundamental redirection of U . S .  policy to stimulate 
American exports is  introduced. A growing section of 
American business is lobbying for an expanded role for 
the Eximbank.  including uti lization of the Eximbank's  
dormant commercial banking powers . Surface im
pressions to  the contrary. most  of  the Western 
E uropeans are sympathetic to this type of approach. In 
interviews with EIR. West German bankers. academics.  
and trade assoc iation specialists expressed support for a 
strong U . S .  export profile.  viewing the health of the 
dollar and the U . S .  ecoonom y  as more important than 
short-term considerations of market share . 

H ow E u rope Reacted 

To The Do l la r  Co l lapse 

Swiss Na tional Bank Presiden t Fritz Leutwiler. in a 
press sta tement Dec. 5: 

You can no longer say that what the United States is 
doing is  benign neglect for the dollar. It is now malign 
neglect on the part of the United States . The United 
States has good reason to worry about its currency. If the 
dollar continues to go down. it will  incite the oil 
producers to raise their prices .  There is a risk of less 
economic growth in countries like West Germany and 
Switzerland. 

Where should the United States get the foreign ex
change with which to intervene? There are large and un
utilized swap nets that should be used to support the 
dollar. The U . S .  and European central banks could share 
the gains and losses of intervention. If the U . S .  wishes to 
intervene to support the dollar without borrowing. it can 
obtain Swiss francs and Deutschemarks by selling gold. 

Dr. Otmar Emminger, Presiden t of the Deutsche Bun
desbank. in a press sta tem ent in Frankfurt. Dec. 8:  

The present dollar-mark rate is  totally out of l ine with 
reality . . .  the Bundesbank will  intervene not only to 
smooth out the day-to-day fluctuations .  but wil l  intervene 
to control the fall of the dollar. 
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West German Federal Chancellory spokesman Armin 
Grune wald, in a press sta tem ent Dec. 8 :  

It is the responsibility o f  the United States t o  intervene 
to support the dollar. 

West German Federal Chancellor Helmut Schmidt, a t  
the Dec. 5 summit of European Community leaders (as 
reported by wire services) : 

We should beware of anyone who comes along with a 
panacea for the economic s ituation, for instance,  prin
ting money. Printing money wil l  not work either here or 
in the United States . . .  Europe has been financing the U . S .  
o i l  deficit b y  intervening o n  the foreign exchange 
market. 

Helmut Geiger, President of the West German Sa vings 
Banks Associa tion, in Die Welt Dec. 8 :  

W e  cannot permit the European snake t o  fall  apart . . .  
the pressure on the dollar has reached intolerable levels .  
It  is the responsibility of the United States to solve the 
problem . 

Otto Wolf von Am erongen, Presiden t of the West German 
Conference of Trade and Comm erce (DIHT) : 

Everyone, not only the countries who trade with the 
United States,  is affected by the fal l  of the dollar. There 
are people in the United States who want to support the 
dollar. We in Europe should give them all the encourage
ment we can. 
(A source close to Mr. von Am erongen added: Schmidt 
and Giscard are doing something about the dollar mess . 
They are old hands at this game.  It seems that Mr. 
Carter has learned his lesson. I hope that ' B lumie' at the 
Treasury has learned his lesson, too . The only problem is 
that the British are old hands at this ,  too . They would do 
everything to the Western world for their own benefit.  
They do not care at all  about the Western world . )  

Deutsche Bank Board of Directors m em ber Thierbach, 

in a sta tement broadcast o ver West German radio 
sta tions on Dec. 6:  

The dollar is certainly undervalued. Certain Mideast 
countries have overdone their m istrust of the dollar . . .  It 
would be completely wrong to draw a parallel between 
the current situation and the end of the 1 920s ,  when the 
world entered a depression . . .  West German exports 
might suffer due to the appreciation of the deutsche
mark, but they are not going to collapse. That is  ruled 
out. 

Le Monde columnist Paul Fa bra, in Le Monde Dec. 8:  
The persistent weakness of the dollar has turned into a 

cris is .  There is no way to isolate the United States from 
the World economy. The American non-policy is paving 
the way for a new world recession . . .  Blumenthal has 
violated the solemn commitments of the United States . . .  
the reason for the collapse o f  the dollar i s  not the growth 
of oil imports , nor the rise in money supply, as usually 
presented.  The fundamental problem is  that the Federal 
R eserve has accepted a policy of domestic reflation, as 
witnessed by the huge budget deficit during the third 
quarter . . .  

I f  the decline o f  the dollar continues ,  i t  will  make in
evitable a new recession in the countries that are sup
posed to lead the world economy .  

Italian Communist Party daily L ' U nita, Dec. 8 :  
A l l  the European countries are agreed o n  the need to 

support the dollar, except for the British, who believe 
that they will  benefit from the dollar' s decline. 

West German Finance Minister Hans Apel, in a press, 
sta tem ent Dec. 7: 

The Federal government views favorably the efforts of 
the Bundesbank to support the dollar . . .  according to the 
definition of the ( 1 975)  Rambouillet agreement, the flows 
out of the dollar are erratic and speculative. Therefore 
the Federal Reserve has the obligation to take action. 

E EC 'Ga u l l i st'  Axis B l ocks Jen k i ns's Proposa ls 

Under the leadership of West German Chancellor 
Hel mut Schmidt, the Dec . 5-6 summit of the European 
Economic Community (EEC) heads of state in Brussels 
delivered a resounding defeat to former British Minister 
and current EEC Commissioner Roy Jenkins 's  plan to 
relaunch a European Monetary Union . Although "taking 
note" of the Jenkins Commission ' s  p lans for long-term 
economic and monetary union , the combined forces of 
West Germany, France,  and Italy pointedly refused to 
accept any concrete plans for the creation of a monetary 
union, calling on their finance and economic ministers to 
discuss details "at a later date . "  

The Frankfurter Rundschau proclaimed the meeting 
"a first-class funeral , "  commenting that " never before 
has the European Monetary Union been given such a 
blow . . .  the Willy Brandt and Pompidou 1 97 1  plans for 
such a union are as far from realization as the unification 
of Germany. "  

Against strong opposition from the British, the West 
Germans succeeded in pushing through the new EEC 
budget, which calls for almost doubling the British 
contribution, while restraining British and Irish 
demands for large increases in  the Regional Fund 
( money earmarked for various regional development 
and rationalization proj ects in industry) . Schmidt warn
ed that under no circumstances would the Regional Fund 
be used for refinancing of existing debt, but only for new 
investment. 

Schmidt Gets Last Say On EEC Finances 

On the eve of the EEC summit,  the behind-the-scenes 
fight between West Germany and France on one side 
and Britain on the other broke into the open with German 
Finance Minister Hans Apel 's  Dec . 2 Handelsbla tt inter
view . The Financial  Tim es of D e c .  3 splashed the story 
across its front page, noting Apel ' s  attack on Britain for 
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being " ready to take all it can from the E E C .  but do little 
in return to meet its partners half way . "  Apel made clear 
his government 's  opposition to a monetary union. 
suggesting that Jenkins ' s  proposal  must be " either an 
intentional or unintentional m istake . "  The Financial 
Times noted that Schmidt was known to be " privately" 
blaming the British for blocking a constructive approach 
to the budget and Regional Fund. 

In the end. the Ministers agreed to implement the new 
EEC unit of account <the previous one was still based on 
a 1971  dollar parity) . which s ignificantly undervalues the 
G erman mark but overvalued the pound . As a result. 
Britain's contribution to the E E C  budget will increase 
from £700 million in 1977  to £ 1 . 1 8  bi llion for 1 978 .  At the 
same time. the West Germans blocked the call of the 

Financial Times: 
Ge rman Te m pe rs F lare 

Ove r Br i t ish  EEC Man e u ve rs 

The Dec. 3 Financial Times of London carried front
page co verage of West German Finance Minister Hans 
Apel's intervie w in the business daily Handelsblatt, 
under the headline "German Anger a t  Britain's EEC 
Policies. " excerpt.'! of which follo w: 

Three days before the European sum mit meeting in 
Brussels .  long-simmering anger in the West German 
Cabinet over Britain 's. EEC policies has found at least 
partial public expression. 

E uropean Commission and European Parliament for a 
£488 mi llion increase in the Regional Fund. alloting only 
£377 million for 1 978 - an amount which does not even 
account for European inflation rates over the past year. 

Schmidt further secured a major compromise on the 
so-called " Ortoli facility . "  proposed by European Com
miss ion Vice-President Ortoli to supplement the 
capabilities of the European Investment Bank to 
augment its " insufficient" funds for regional and social 
projects . While accepting the Commission' s ability to 
raise £650 million on international capital markets . Sch
m idt demanded that the final say rest with the national 
finance ministers . rather than the supranational EEe 
Commission. 

Herr Hans Apel. West Germany's Finance Minister. 
described it as odd behaviour to urge ever greater trans
fer of resources in the Community while declaring one's 
own national resources untouchable •. . .  leaving no doubt 
that he had Britain in mind . . .  

Herr Apel made his com ments i n  a newspaper article 
in which he also repeated his reservations on the 
European Com mission's plan for progress towards 
economic and monetary union . . .  

His remarks reflect what one government source des
cribes as feelings of disappointment and dissatisfaction 
in the Cabinet which have been steadily increasing to 
anger. 

The overall  criticism is that Britain is  ready to take all 
it can from the EEC. but do little in return to meet its 
partners half way . . .  
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Renegade U.S. Officials 

Go For New Cold War 
Even though White House spokesman Jody Powell and 

State Department sources continue to reaffirm an 
American commitment to a Middle East peace settle
ment, such leading Administration figures as Energy 
Secretary James Schlesinger and Defense Secretary 
Harold Brown have publicly declared their intent to 
create a climate of international hostility and cold war. 

Working with leading British and New York financial 
c ircles, these Administration renegades and their colla
borators Senator Henry Jackson (D-Wash.)  and former 
Secretary of State Henry Kissinger are determined to 
undermine international economic cooperation so as to 
implement their own economic policies, exemplified by 
Schlesinger's Winter Energy Emergency Plan and the 
Administration's steel aid program .  

Brow n-Jackson Parrot Br i t ish 
Sabotage of SALT 

These sabotage efforts have focused on derailing 
Middle East peace initiatives and blocking a SALT 
agreement. 

At the current NATO Ministers meeting in Brussels , 
U.S. Defense Secretary Harold Brown followed the lead 
of British Minister Mulley in supporting the production of 
weapons for NATO, which the Soviets have indicated 
could be used as trade-offs in reaching a new SALT ac
cord. Brown echoed the British Minister's support for the 
cruise missile, which has been the key stumbling block in 
reaching a SALT agreement. 

In a warmongering statement to the press, Brown 
justified greater spending on NATO arms, warning that 
the Warsaw Pact military buildup has continued steadily 
for 15 years and shows no signs of slackening. Brown 
singled out the prospect of continued use of the cruise 
missile and the equally sensitive neutron bomb, stating : 

"We would intend to preserve, both during the protocol 
period and for a period thereafter, sufficient range to 
reach targets in the Soviet Union against which we need 
to be able to retaliate in order to assure our deterrent 
capability. ' , 

While the NATO Ministers were meeting, the London 
Daily Telegraph hailed cold warrior Senator Henry 
Jackson (D-Wash) for his part in preventing the conclu
sion of a SALT agreement earlier this fall . (See below.) 

Jackson's associates also succeeded this week in man
euvering Adam Yarmolinsky, one of former Defense 
Secretary and now World Bank President Robert Mc
Namara's  "whiz kids" in the Pentagon, into position as 
Counselor to the Arms Control and Disarmament Agency 
(ACDA) , the agency responsible for negotiating an arms 
accord. 

While Jackson and Brown heated up an aversive 
climate around the SALT negotiations, other Admin
istration officials have made open attacks on the Soviet 
Union and Cuba. U.N. Ambassador Andrew Young ac
cused the Soviet Union and Cuba three times in the past 
several days of "contributing to the escalation of death 
and destruction" in Africa. Last week Young was saying 
that Cuban involvement in Africa was not a major 
problem . 

Br i t ish Puff Jackson's SALT Sabotage 
The Dec. 5 issue of the London Daily Telegraph 

hailed Sena tor Henry Jackson 's successful sabotage 
of a new SA L T  agreem en t earlier this fall under the 
headline, "How the West Was Sa ved From Presiden
tial Optimism , " excerpts of which follow. 

It is now evident that this autum n  President Carter 
and his liberal advisers , who had beavered their way 
into ascendancy in the Arms Control and Defence 
Depa'rtments ,  came within an ace of a disastrous 
eight-year nuclear weapons agreement with the 
Russians . . . .  

Credit for bringing the President up sharply on the 
brink goes to a fellow Democrat, Senator Jackson, 
chairman of the Senate Armed Forces sub-committee . 
He has been a determined critic of SALT I and wields 
a Senate resolution requiring that any new agreement 
with the Russians must not put America in a position 
of inferiority . . . .  

Mr. Carter was warned by Senator Jackson - whose 
sub-committee he had been forced reluctantly to keep 
informed at fortnightly intervals  during the later 
stages of the negotiations, by when most of the 
damage had been done - that such a treaty would be 
unlikely to get the necessary Senate ratification . This 
view was confirmed by the maj ority leader. Now the 
final agreement is not expected until the spring, and it 
wil l  have to be a much better one if it is to avoid the 
fiasco of rej ection . . . .  

President Carter, for al l  his talents , has not yet the 
feel for world strategy. Nor has he so far displayed the 
sophistication needed to match the R ussian team,  in 
which the marshals always play a large part and 
margin of safety .  

Thanks to  Senator Jackson, he now has more time to 
think. to weigh advice, and, where necessary. to be his 
own man - for all  our sakes . 
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The Young statements were coupled with National 
Security Counsel Advisor Zbigniew Brzezinski's and 
President Carter's slap at the Cubans . Both men advised 
a congressional group preparing a visit to Cuba to 
threaten President Castro that unless he removes all 
Cuban advisors from Africa, the U.S . would not normal
ize relations with Cuba. The Congressmen reported this 
week that Castro has soundly rejected their threats . 

Sc h l esinger-Kissinger Seek Mid east Cr isis 

Energy Secretary Schlesinger followed up these 
tantrums this week, stating that if necessary to ram 
through his energy program,  he would prefer continuing 
Middle East crises. In a speech before the Conference 
Board on Dec .  7 - the anniversary of Pearl Harbor -
Schlesinger warned that the Middle East situation was 
explosive and that the U.S .  could not continue to rely on 
that area for its oil. Therefore, the population should 

submit voluntarily to his energy program. If not, Schles
inger warned. "the social and political foundations of the 
U.S. will be shaken in such a way that we haven't seen 
since the 1930's." The U.S, is facing the same crisis as in 
1972. Schlesinger declared, raising the nightmare of 
another oil embargo. 

Former Secretary of State Henry Kissinger has also 
been working overtime to ensure that the Middle East 
peace initiatives launched by the U.S . -Soviet Accord and 
the Sadat-Begin discussions do not succeed. Kissinger 
has made numerous public statements calling for a 
separate agreement between Israel and Egypt and no 
Geneva conference. meeting with Administration offi
cials, including Secretary Vance on Dec. 2. to that end. 
Last week two leading Italian papers condemned Kis
singer for his policies. warning that they will lead to war. 
Perhaps as recompense for his efforts on their behalf, 
Kissinger is reported by the Dec. 8 New York Post to be 
slated for a job as international troubleshooter for the 
merging investment houses of Lehman Brothers and 
Kuhn Loeb. 

Con g ress i ona l ,  I nd ustr ia l Su pport 

For Ca p i ta l Formati o n  Grows 
Form er Treasury Secretary William Simon 's call for a 

broad-based political mobilization urging a high-techno
logy jobs and export policy for the U. S., issued at the 
Nov. 29 conference on "Capital Forma tion for Exports " 
in Chicago, has elicited a significa n t, positive response 
from industrialists and their represen ta tives in govern
m en t. 

On Dec. 7, the Chicago Tribune. speaking for tha t city's 
growth-oriented industrial-agricultura l  comm unity, 
favorably covered Simon's speech, highlighting his pro
posal for the crea tion of 18 million capital-intensive jobs. 

The following day, the Chicago Interna tional Trade 
Club (often referred to as the "Central Committee " of 
the Midwest business sector) sponsored a follow-up 
conference keynoted by John Moore, head of the U.S. Ex
port-Import Bank. 

N o n p ro l i fe rat i o n  I s  R u i n i ng Trade 

A U . S .  Labor Party representative was invited to the 
Trade Club conference because of the interest that 
Chicago and other industrial centers are showing in the 
p arty' s  proposal for transforming the Eximbank into a 
vehicle for underwriting a tremendous expansion in U . S .  
exports . I n  response to a question from the Labor Party 
representative. Exim head Moore bitterly assailed the 
Carter Administration' s  nonproliferation policies. 

" It 's  not j ust the four nuclear plants that Iran has 
ordered from France ,"  Moore said .  "They have also 
bought four plants from West G ermany. By statute , we 
are prohibited from financing breeder and reprocessing 
facilities . But there is  no doubt that because of our policy 
we are losing all  nuclear plant proj ects . There' s  no doubt 

that the U . S .  has lost business in this field where we used 
to be preeminent. It ' s a very grave issue. It 's  sad to think 
how much we have lost already and it 's  sad there is also 
no doubt that this is because of President Carter' s  posi
tion . "  Moore recommended increasing the Eximbank's  
lending capacity - "$30-40 billion more a year in sales 
should be our goal "  - acknowledging that this would 
help to stabilize the dollar and balance the trade deficit. 

A s imilar conference will  be held in Georgia on Dec. 9. 
There , top-level representatives of southeastern and for
eign businesses will  gather to hear, among other 
speakers , Assistant Secretary of Commerce for Inter
national Business Frank Weil .  A c lose ally of Moore as 
well  as an outspoken opponent of Treasury Secretary 
Werner Blumenthal 's  dollar-wrecking policies, Weil is 
also expected to promote a beefed-up Eximbank and 
increased capital investment as the keys to reverting the 
dollar's decline. 

New Mexico Senator Denounces 

Adm inistration's 

'Technologica l I m peria l ism' 
This push for reorienting U. S. economic policy into a 

capital-intensive, export-orien ted m ode received impor
tan t  input two weeks ago from Sena tor Harrison Schmitt 
in a speech to the Am erican Nuclear Society's winter 
m eeting in San Francisco. A foremost congressional pro
ponent of nuclear fission and fusion po wer developm ent, 
the Ne w Mexico Republican scored the Carter Admin
istra tion 's nonprolifera tion stance as "technological 
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imperialism, II and warned the assem bled scientists tha t  
they had better begin educa ting the popula tion on the 
potential of nuclear energy, or else th e  U. S. "may . . .  be 
left hanging in the wind. II Here are excepts from 
Schmitt's speech. 

I would like to make five major points today. First the 
energy crisis is a crisis of energy supply which wil l  be 
alleviated only by meeting specific,  time-phased goals 
for energy production . 

Second, the Administration' s  energy plans , un

fortunately supported by the House of Representatives , 
are a disaster of taxes,  regulations ,  bad coordination and 
incorrect assumption ; in short, not an energy policy at 
al l .  

Third, the administration' s  nuclear proliferation 
policy is blatant technological imperialism through 
which we would not only deny the developing world the 
benefits of nuclear energy, but we are saying we will  not 
participate in defining the rules of the international 
game. 

Fourth, the long-pole in the nuclear tent is waste 
disposal, for which we do not yet have a policy that is 
either technically or politically acceptable.  

And fifth, the nuclear engineering and science com
munity, although a major hope for our future, has done a 
lousy job of technical and social education within the 
body politic with the result that your political friends are 
being left hanging in the wind . 

Goals for Energy Production 

Our long term response to the energy challenge should 
be to harness the sun, nuclear fusion and hydrogen as a 
portable fuel by the early part of the next century. As we 
enter the 2 1 st century, these energy sources should be 
supported by an economically viable technology which 
can gradually establish stabil ity within the economy and 
the environment and which can again make us an energy 
exporting nation . 

Harnessing the sun may ultimately require both 
terrestrial and space-based electrical power facilities 
and broad use of "energy crop s "  to generate special 
solid, liquid and gaseous chemicals . 

Harnessing nuclear fusion, the j oining of atoms ,  as a 
source of electrical power requires intensive and coor
dinate.d efforts along both magnetic and inertial con
finement research paths until the best route is c learly 
defined . Then, the focus can be on developing com
mercial systems .  

Harnessing hydrogen as an abundant, portable fuel for 
transportation and pipelines can be accomplished 
rapidly once the economical decomposition of water is 
possible. With this accomplished, hydrogeooased energy 
conversion systems can be developed . . .  

A s  one works with and listens t o  the young engineers 
and scientists of today, it is  the harnessing of solar, 
fusion and hydrogen energy that sparks the greatest 
motivation and imagination. It is  the same look in the eye 
and drive in the work we saw in my generation of 
engineers and scientists as we became a space-faring 
people, and in previous generations as we probed the 
potential of the atom. We must always be alert to what 

excites the young and be guided by their enthusiasm. 
Our second major response to the energy challenge 

must be to buy time until we tap future inexhaustible 
energy sources.  Major advancements of technology are 
necessary to put into p lace high efficiency, low pollution 
energy systems so that oil ,  gas,  coal,  uranium , thorium 
and solar, thermal and geothermal sources can be used 
with maximum efficiency during at least the next 50 
years . . .  

For these responses to b e  successful ,  there must also 
be monetary and fiscal policies that encourage the free 
enterprise syste m ,  including consumer,  worker, 
researcher and investor, to take the initiative in meeting 
the energy challenge . 

The Administration's Energy Plans 

. . .  The administration's plans are . . .  based on grossly 
incorrect assumptions as to our energy resource base 
and our future economic growth. 

There is the assumption of a very small  domestic 
resource base of oil  and natural gas, the production of 
which is  insensitive to price. This is nonsense . . .  

There i s  the assumption o f  a very large domestic 
resource base of uranium of 3 . 7  m i llion tons of U (3 ) O (8 ) . 
This is also nonsense . . .  

There i s  the assumption that the growth rate of our 
GNP can be maintained at an average of 5 . 2  percent at 
the same time conservation is  driving the growth rate of 
our energy consumption down to 2 percent. This is again 
nonsense. S ince World War I I ,  the growth of our GNP and 
our energy consumption have been directly coupled at an 
average of about 3 . 5  percent. We have maintained em
ployment and total productivity at the same time we 
decreased individual labor only by increasing our use of 
energy. To alter drastically this relationship over a short 
time can only aggravate unemployment and increase the 
threat of econom ic recessions . 

Nuclear Proliferation Treaty 

The attempts to cancel the development of breeder 
reactors,  the restrictions on the export of nuclear 
technology and fuels ,  and general policy statements have 
resulted in an administration policy of technological 
imperialism.  We would attempt to deny the developing

' 

world the benefits of the technology we already enjoy. 
We would do this at a time when the rapid movement of 
that world into the economic twentieth century offers the 
only major hope for a stable world in the future . . .  

Nuclear Education 

Nuclear power generation is part of our present energy 
economy.  Properly developed in balance with the en
vironment, it can be a major part of our future energy 
economy.  There are those among you who would say we 
have no alternative but the broad and accelerated use of 
nuclear power. 

At the present time, however, I hope you are wrong 
about having no alternatives .  I feel this way because at 

. the present low level of perceptions within your com
m unity, of this low level of public understanding, I am 
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afraid that the use of nuclear power wil l  stagnate, if it 
hasn't already. 

. . .  Good public education efforts and political  
awareness could have prevented this problem which now 
threatens the viability of our total national nuclear 
program. 

Unless the total nuclear science,  engineering and 

governmental comm unity gets its education and political 
act together, and does so in reasonable and honest ways , 
your political friends are going to gradually disappear. 
We are fighting an uphill battle against the legacy of 30 
years of secrecy, myth , m isunderstanding and fear . In 
the final analysis ,  if we don' t  win this battle, we may be 
the country that is left hanging in the wind . 

Ad m i n istrat i o n  Di v ided Over 

Hyperi nf lati o na ry ' U rba n Po l i cy' 

Even while the Carter Administration' s "com
prehensive energy plan" is  stalled in  a Congressional 
conference committee,  a team of Carter cabinet 
renegades lead by Vice-President Mondale is  preparing 
the national stage for another battle :  The Ad
ministration's  proposed " national urban policy. "  The 
Mondale p lan for the nation' s  cities - a hyperin
flationary scheme ful l  of slave-labor provisions and 
m easures that would mil itarize the U .s .  economy 
c o m p l e t e l y  c o m p l e m e n t s  E n e r g y  S e c r e t a r y  
Schlesinger' s  WEE P  program .  

Mondale and his prime collaborators , Secretary of 
Housing and Urban Development Pat Harris and Labor 
S ecretary Ray Marshall ,  have been touring the country 
ostensibly to discuss the contents of a 1 54-page draft of 
their intercabinet Urban and Regional Policy Group 
report. The plan, which some economists say could cost 
over $32 billion, calls for massive spending in older cities 
for the "rehabilitation" of decrepit housing through 
various forms of "sweat equity" and other labor
intensive methods ,  and restructuring the nation' s  
banking system.  

The plan also  complements the  Administration 's  
welfare-workfare package ( H . R .  9030) and a j obs 
program still  being debated to fi l l  out the Humphrey
Hawkins bi l l .  

Although the urban pol icy drive is  barely off the 
ground, a split among Administration officials has 
already emerged. The Washington Post reported Dec . 3 a 
dispute between Acting OMB Director James McIntyre 
and Harris over her proposed HUD budget for $54 bil lion 
in 1 979 .  According to the Post, at a Nov . 18 meeting 
between Carter and the two department heads,  Harris 
was told to cut her budget proj ection to $30 bil lion. In
dications are that the debate which eventual ly  led to the 
resignation of former OMB D irector Bert Lance - one 
between "fiscal conservative s "  and outright hyperin
flationists - has surfaced once again w ithin the Ad
ministration in this context .  Harris is  distributing the 
draft proposal among labor, civil  r ights groups , and local 
politicians in an effort to gain support and force Carter' s  
hand i n  favor o f  her program .  

Additional evidence of dissension in the cabinet 's  ranks 
was seen at this week 's  League of Cities conference in 

San Francisco, where the " urban policy" plan was 
backed up by a RAND study urging the triage of 
" wasteful" suburbs in an effort to "revive" older, 
"distressed cities . "  Also circulated at the meeting was a 
report prepared by the Com merce Department and 
presented by Assistant Secretary Anne Wexler, which 
was critical of HUD ' s  proposal .  

Monda/e, Marshall, and Labor 

While Harris has personally been the butt of attacks 
from within the Administration, the Vice-President has 
been moving ahead the campaign, particularly target
ting the labor movement. Mondale,  whose top White 
House collaborator - Stu Eisenstat, Bruce Carp , and 
Orrin Cramer - worked as Harris '  liaison in preparing 
the " urban policy" statement, spoke on the subj ect 
before the national AFSCME convention. Mondale is the 
keynote speaker at this week ' s  AF L-CIO convention in 
Los Angeles , where he is s lated to receive their "Murray
Green Award " .  Ray Marshal l ,  also scheduled to speak in 
Los Angeles along with Harris and Energy Secretary 
Schlesinger, has becom e  a featured columnist in the 
pages of the AFL-CIO newspaper, pushing the Mondale
Harris hyperinflationary program .  

While Mondale i s  busy stumping the country, he gives 
ful l  credit to Carter for enabling him to do so, even if it 
m eans making Carter look bad. At Mondale 's  weekly 
briefing to the nation' s  editors,  he lauded the President 
for al lowing him, as Vice-President, to lead the chorus of 
"dissent" within the Administration .  

Overall ,  the urban policy debate m a y  seriously stall 
Carter in his goal of initiating legislation in early 
January, following his expected urban message. Not 
helping his situation is the newly released Congressional 
Budget Office report on " Five-Year Budget Proj ects : 
FY 1 9 79-83 , "  presented by form er Brookings Institution 
staffer Alice Rivlin at Congress ional subcommittee 
hearing. The report uses a 4 . 5  percent unemployment 
target as the basis for its proj ections , completely 
bypassing Carter' s  promise to the Black Congressional 
Caucus and other Humphrey-Hawkins supporters of a 4.0 
percent target. This could significantly tie up both the 
urban policy and the related j obs  and welfare legis lation, 
already behind schedule in committee hearings.  
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Washington Post Frets Over 

HUD-OMB Budget Spl i t  

The following are excerpts from a n  article appearing 
'in the Washington Post Dec. 3, en titled "Harris Pressed 

in HUD-OMB Budget Dispute. " 

The Department of Housing and Urban Development is  
embroiled in a bitter dispute with White House budget 
cutters that will  affect bil lions of dollars of future finan
cial aid to home owners and renters in major U . S .  
cities . . .  

The crucial flaw in Harris '  suggestions ,  according to 
sources outside HUD , was a failure to comprehend the 
essential fiscal conservatism of O M B  and the President. 
Harris and her activist deputies - such as Geno Baroni ,  
Robert C. Embry and Jay Janis - believe that housing in 
the cities " i s  all  we're supposed to be doing . . .  " said one 
administration official.  

Administration sources fami liar with the s ituation see 
the possibility that some of the threatened programs 
could be partially salvaged through a process of arguing 
" politics and economics" over the coming weeks .  Harris 
is  reportedly gearing up to do j ust that . . .  

Harris ,  however, operates a t  a n  increasing dis
advantage in the budgetary contest . . .  Her combative 
personal style has turned White House staff members 
into critics . . .  and her relations with the President himself 
are not warm . . .  

One negotiating wedge she does possess i s  the threat of 
resignation from the cabinet. She has reportedly told 
deputies she m ight have to use that threat to wake up the 
White House to the depth of her commitment to housing. 

Harr is: "Urba n k" Is T h e  S o l u t i o n  

The following excerpts are from a speech given by 
Secretary of HUD Pa tricia Harris before the Na tional 
Democratic Forum conference in Ne w York Nov. 18. 

. . .  For the first time is our nation' s  history, central 
c ities are losing population . 

Rather dramatic job skifts have accompanied these . . .  
changes . . .  a n  increasing number o f  j obs i n  metropolitan 
areas have located outside central c ities boundaries . . .  

I t  i s  also c lear that there are n o  quick and easy 
solutions,  and that hard-core unemployment is  a struc
tural problem which cannot be adequately addressed 
by . . .  policies which focus on full employment alone . . .  

The Federal Government, by focusing its housing, com
munity development, public works and transportation 
programs on economically distressed cities can set an 
example for the private sector to follow. 

But setting aside an example i s  not enough. 
Productive long-term j obs are not cheap . . .  This means 

that an average of $4 billion must be invested to create
' 

1 00 , 000 new jobs . . .  Expenditures of this magnitude 
cannot be made through existing F ederal agencies nor 
can they be financed by economically distressed cities . . .  

Urbank 
. . .  What is needed is an influx of risk capital to 

distressed urban areas . Although it has been called at 
times a " s logan in search of a progra m , "  the concept of 
"Urbank" may provide a real answer to the private risk 
capital puzzle . . .  

Urbank would b e  a n  institution designed to make 
critical choices.  It would determine what the most 
promising opportunities for j ob development and tax
base building are . . .  

Its activities would necessarily g o  beyond the range of 
current public and private economic initiatives . If Ur
bank did only those things that were otherwise feasible, if 
it did not take risks , it would add nothing to the urban 
scene . . .  

The Administration has begun t o  develop a system of 
assessing the urban impact of a l l  F ederal activities that 
may . . .  affect cities . . .  This effort is designed to : 

1) Build urban impact analysis into budget review 
process of individual agencies and the Office of Manage
ment and Budget (OMB) . 

2 )  Make urban impact a key criterion in all  fund 
regulations ,  including Federal specifications of State 
plans.  

N at i o nal  Urban Po l icy: 
S y n o n y m  For A n t i-Growth Po l i cy 

Belo w are excerpts from HUD 's summary of the 
Housing and Comm unity Developmen t  Act of 1977, which 
was signed into la w by President Carter on Oct. 12, 1977. 
In it all reference to previous commitm ents to the con
cep t  of urban growth and development are taken out, and 
substituted by the term "urban policy" . 

The Statement of Purpose of the 1 970 Act is amended to 
refer to the development of a " national urban policy" 
(referred to in previous law as " urban growth policy" ) ,  
and to include among the purposes of the Act the con
servation of energy sources and the support of develop
m ent to assure good housing . . .  

Findings : Congressional findings contained in the 1970 
Act are amended to emphasize changes in patterns of 
urban settlement and in population distribution, and in 
economic bases of urban areas - rather than urban 
growth - as the principal source of urban problems. 
E nergy is specified as one of the natural resources ad
versely affected by these pattern changes .  
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Kiss i nger  Forces Reporte r's  Ou ster 
Ernest Volkman, a reporter for Long Is land Newsday, 

was effectively forced out of his job  this week in retal
iation for publication of an article exposing Henry Kissin
ger as the man who ordered and directed repeated 
assassination attempts against Jamaican Prime Min
ister Michael Manley during 1 9 74-75 .  The article,  
" Murder As Usual, " which appeared in the December 
issue of Penthouse magazine , was the first mass-media 
circulation of information originally published in this 
newspaper detailing the Kiss inger-National Security 
Council plot to destabilize prodevelopment governments 
in the Caribbean. 

Immediately following the artic le 's  appearance,  an 
embattled Henry Kissinger - already the target of at
tacks from intelligence agency traditionalists - issued a 
routine denial through the CIA.  Then, Kissinger ordered 
the law firm of Arnold and Porter to send a telegram, 
s igned by former Secretary of State Wil l iam P .  Rodgers , 
to Penthouse publisher Bob Guccione, threatening the 
magazine with legal action . Kiss inger loyalists within the 
Central Intelligence Agency have reportedly applied 
pressure to suspected " leakers , "  while reserving space 
for them on the list of CIA senior officials s lated for CIA 
Director Stansfield Turner ' s  in-progress  " house
c leaning . " 

Pressure was also put on Newsday from Kiss inger 
connected elements in its ownership, the Times-Mirror 
Co . ,  to squeeze Volkman and the artic les coauthor John 
Cummings, also at Ne wsday. Sources c lose to the news
paper report that Kissinger contacted his c lose friend, 
Dr.  Franklin Murphy, Chairman of Times-Mirror Co. 
and former head of the now-defunct Foreign Intelligence 
Advisory Board. to complain about the article.  Following 
this ,  during the week after the offending article ap
peared, Otis Chandler, owner of Times-Mirror Co. and 
publisher of the Los Angeles Tim es, arrived in News
day' s Garden City office and ordered the ax sharpened. 

Volkman - a 1 3-year veteran at Newsday who as a 

national reporter with a wide bailiwick, broke such 
stories as the CIA's  intervention in Angola and ERDA's  
attempted cover-up of  the Rudakov revelations - was 
ushered into the office of Newsday Executive Editor 
Antony Insolia and told that he was being "reassigned" 
to the Long Is land aerospace beat, effectively an adjunct 
to Grum man Aircraft Public Relations . Said a reporter 
at Newsday, "The transfer stuff was all pro forma . . .  he 
was fired . If you want to call  this a case of a newspaper 
bending to pressure, go ahead,  because that' s exactly 
what it is . "  

Insolia denied that the transfer was punitive, a s  was 
charged by the pressmen's union, but was quick to 
acknowledge that "we decided to p lace him under closer 
supervision because we have no confidence in his ability 
to represent the newspaper or to work on his own."  He 
also c laimed sole responsibility for the decision to 
transfer Volkman and denied any intervention by Times
Mirror or Newsday' s publisher, former State Depart
m ent Africa expert William Attwood. Volkman, 
however, reported that Insolia told  him that the decision 
to transfer was not his . Insolia denied this .  

Insolia confirmed that the Penthouse article played a 
role in the decision to transfer Volkman. but only 
because its publication violated Newsday freelancing 
rules . The pressmen's union contests this ,  and Volkman 
notes that Newsday Suffolk E ditor Robert Green had 
already turned down a requested authorization for the 
investigation which led to the story, submitted by Pent
house co-author John Cum mings . 

Subsequently.  a scheduled appearance by Volkman 
and Cumm ings on ABC's  Good Morning America was 
cancelled at the last minute. and a taping done by WPIX 
has never been aired. according to More magazine. 

Volkman denies having definite proof that Kissinger 
brought about his ouster. but commented. " It looks like a 
duck.  it waddles like a duck. and it quacks l ike a 
duck . . .  " 

CO R R ECTION 

In the  i s s u e  of  Executive Intelligence Revie w No. 
4 1l .  we inadvertently omitted the name of Prof. 
Behram Kursunoglu. of the University of Miami's  
Center for Theoretical Studies ,  from the l ist  of 
s ignatories of the final statement of the Conference 
on an Ar,r,ept�hle Nnclear Future . 

Prof. KU1'"sllnor,lu was not only a signatory. but a 
leading organizer of the nuclear conference and a 
draftee of the final statement. one of the most 
important expressions for development from the 
sdentific com munity in recent years . We regret 
this error. 
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ECONOMICS 

Administration Steel Plan : Disastrous 
Revival Of New Deal Econom ics 

G e n e ral  C h a racte r ist ics  

The Carter Administration is  l ining u p  support for its 
" Comprehensive Program for the Steel Industry" on the 
grounds that it is a program for increasing employment 
and promoting modernization, .to " enable the industry to 
compete fairlY. " Analysis of the package, however, 
shows conclusively that the stated obj ectives are a sham.  
Many seasoned industry analysts are calling the 
program "too little too late , "  but it is actually a lot 
worse. The program represents a major precedent for 
the revival of New Deal economics in the U . S . : govern
ment intervention to enforce the " orderly" shrinkage of 
the industry, relocate workers to " more viable" en
deavors, and bail out bankrupt financial paper. 

STE E L  

The unquestioned assumption which underlies the 
program is that there is " substantial excess capacity in 
the world steel industry. "  The program does not address 
the problem of reviving demand for steel, even though 
everyone involved in the industry knows that " cyclicality 
of demand" is the single most devastating problem 
facing the industry. 

Taking a cue from the incompetent economics of the 
Council  on Wage and Price Stability report on the steel 
industry, released in October, the Administration 
program rules out the construction of fully-integrated, 
greenfield plants (entirely new plants ) as " simply not 
economic at today's capital costs . "  Additionally, the 
program cites a study by the Federal Trade Commission 
which claims that "the U . S .  industry has not been remiss 
in adopting new techniques " of steelmaking. 

In other words,  the package rej ects the very solutions 
that would actually increase the number of high-skilled 
j obs in steel and its feeder industries and make the in
dustry competitive with Japan' s  giant steel com
plexes-the base-line of efficient steel production . 

The Administration' s  "aid"  package , moreover, 
represents a dangerous "foot in the door" for the im
plementation of British welfare state, " 1 984-type" 
economics.  The "trigger price"  system,  designed to push 
back foreign imports , is an opening step in the world 
cartelization policy enunciated by Nathaniel Samuels of 
the New York banking house Kuhn Loeb in the pages of 
the Ne w York Tim es last fal l .  This strategy involves the 
" soft cop" alternative to protectionism : agreements 
among the industrial countries on l imiting exports and, 

by implication, on coordinating production levels and 
shutting down capacity. Special Trade Negotiator Robert 
Strauss and other members of the Administration have 
spent the last several months trying to arm-twist the 
Japanese into " voluntarily" l imiting their exports of 
steel to the U . S .  The " trigger" price system represents 
the enforcement mechanis m  for such "voluntary" 
agreements . 

In setting the trigger price periodically, the Treasury 
wil l  in effect be regulating domestic steel prices, as the 
steel companies have begun to realize.  Any company 
selling steel products significantly in excess of the 
trigger price will lose business to lower-priced foreign 
imports .  

The loan guarantee program included in the package 
principally represents a bail out for financial institutions 
with loans outstanding to near bankrupt steel companies . 
The amount of funds that wil l  be made available-under 
existing programs in the Commerce Department-is 
"peanuts " .  The loan guarantee program puts the 
government in the position of ruling whether a moder
nization program is " viable" before releasing funds. 
Wheeling-Pittsburgh, which began seeking loan 
guarantees prior to the formulation of the Ad
ministration program, presented a " modernization" 
plan under which almost half of the funds wil l  go for 
m eeting Pennsylvania state environmental standards .  

The Administration program i s  " ready t o  g o "  without 
any legis lation. The program " requires no specific 
legis lative measures and can be implemented quickly. "  
The Treasury' s authority t o  impose the trigger price 
mechanism "exists under the Antidumping Act of 1921  
although it has been used in recent years . "  

The trigger price mechanism can b e  instituted within 
approximately 60 days-by next F ebruary. 

T h e  Steel  P rog ram :  I n ev i ta b l e  S h ri n kag e 

Here are excerpts from the program with comm entary. 

Trigger Price System 

We recom mend that the Department of the Treasury in 
administering the Antidumping Act ,  set up a system of 
trigger prices, based on full costs of production including 
appropriate capital charges of steel mi l l  products by the 
most efficient foreign steel producers (currently the 
Japanese steel industry) , which would be used as a basis 
for monitoring imports into the United States and for 
initiating accelerated antidumping investigations with 
respect to imports priced below the trigger prices. 

Th e A dm inis tra tion has a ss ured th e United 
Steelworkers and the industry tha t  the trigger price 
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system will increase industry earnings by $900 million a 
year and reemploy between 1 8, 000 and 25, 000 currently 
laid-off steel workers. By the US W's o wn count, 60,000 
jobs ha ve been lost since the go vernm en t 's aid program 
to import-impacted areas was instituted under the Trade 
Act  of 1 974. The Administration steel program a ccepts as 
ine vitable a shrunken industry. 

Modernization 

The trigger price antidumping system should deter 
unfair import competition, and thus result in an increase 
in domestic steel production and industry earnings .  The 
steel industry will also benefit from the passage of the 
Administration' s  general tax package which we are now 
considering.  The general tax package wil l  probably 
include a number of measures which, on balance, will 
stimulate investment and increase cash flow in the steel 
as  well as other industries . . .  

I n  addition to these general tax measures,  the Task 
Force recommends that the Treasury Department in
vestigate the feasibility of reducing the guideline life for 
depreciation of new steel industry m achinery from 1 8  
years to 1 5  years . . .  

I n  a n  effort to prevent the closing o f  facilities that 
could prove viable and the substantial economic 
dislocation these c losings would cause, the Task Force 
recommends that additional funds be made available for 
the current and future budget of the Economic 
Development Administration of the Department of 
Commerce for industrial loan guarantees and to continue 
to provide further appropriations for this loan guarantee 
funds in the next few years . 

Based on a projection of a gradual pick up in capital 
spending o ver the next se veral years, industry analysts 
such as Ray Hughes a t  Blyth Eastman Dillon estimate 
tha t  to a void a se vere capacity shortage in the early 
1 980s, the industry must spend on the a verage of $5. 9 
billion a year to replace old capacity and add on an ad
ditional 30 million tons. 

A program which would rebuild the industry to meet 
orders from a growing nuclear energy industry and 
Third World industrializa tion would cost approxima tely 
$50 billion o ver a five year period. E ven against the 
m easure of the Wall Street estima te, the Ad
m inistra tion 's plan isn 't "peanu ts. " 

The loan guarantee program as a "bail out " :  A 
num ber of analysts ha ve poin ted out, priva tely, tha t  the 
loan guarantee program is, in · effect, a bail out for 
financial institutions with loans outstanding to near
bdnkrup t  companies. As long a s  market uncertainty 

exists-and the Administra tion plan doesn 't even address 
this problem-none of the smaller companies which the 
loan guaran tees are designed for, will take on more debt. 
They are already too overleveraged. However, a num 
ber, such as Wheeling-Pittsburgh, are already in 
technical default on loans or notes. Their bankers will 
say to them , "Unless you take advantage of the loan 
guarantees, we will call in your loans. " The federally 
backed loan guarantee will allow the company to stay 
open to repay its creditors:'-a bail-out along the lines of 
British "na tionalized" industry. 

This is not to agree with the free enterprisers tha t  
"government intervention " is a b a d  word. U. S. Steel 
President Da vid Roderick criticized the loan guarantees 
after the steel program 's release as a "total mistake, " 
explaining tha t  he would "accep t  certain companies ' . . .  
failing a s  the price of keeping the steel industry in the 
priva te sector. " In con trast to this "survival of the fit
tes t "  approach, the U. S. Labor Party has released a 
series of proposals for governm en t  intervention to foster 
in vestm ent by priva te industry. These involve making 
a vailable low interest loans for investm ent in high 
technology production and ensuring growing markets for 
industry and agriculture by striking up treaty 
agreem ents with other sectors of the world economy to 
foster global industrializa tion. 

In a ddition to the loan guarantees, the program 
recomm ends such gimmicks as community and-or 
worker takeo vers of bankrupt plan ts- where the com
munities and steel workers assum e the job of paying off 
the creditors : use of a bandoned steel facilities for other 
purposes, such as gasifica tion processes ; and pooling of 
resources by companies-joint ven tures-for spending 
on research and developmen t-such as research on 
energy conserva tion and pollution a ba tem ent. 

Pollution Control 
The current financial plight of the industry should not 

deter us in seeking a c leaner environment. We do not 
recommend a relaxation of our basic environmental 
goals . We also recommend against differential or more 
lenient treatment in the regulation against or en
forcement of the steel industry. 

In short, there will be no changes in the current 
harrassment of industry by EPA. This ensures tha t  in
creasing amounts of capital will be a bsorbed by non
productive costs of pollution control-funds which could 
be going to modernization and the construction of new 
nonpolluting plants. 

- Lydia Diftler 
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u .s.  Stee l Corp . : We Ma ke Prof i ts ,  N ot Stee l 

Prompted by the statement of a U . S .  Steel spokesman 
that the business of the nation ' s  largest steel maker is "to 
make profits,  not stee l , "  Criton Zoakos ,  the U . S .  Labor 
Party's Director of Intell igence ,  challenged Edgar 
Speer, U . S .  Steel chairman, to a debate Dec.  5 .  

"Andrew Carnegie would turn over in h i s  grave i f  he 
heard that, "  Zoakos said in making his challenge. 

The comments in question were made at the 
emergency steel conference convened by Pennsylvania ' s  
Governor Milton Shapp in Pittsburgh l a s t  month. 

The U . S .  Steel spokesman outlined his perception of the 
industry' s  problems and his proposed solutions at a panel 
on capital formation : 

"Unprofitabi l ity of steel production . . .  the solution is to 
diversify, to get out of steel and into raw materials .  

"Foreign imports . . .  the solution i s  to strictly enforce 
antidumping laws and to change laws to make trade 
more fair. 

"Cost-price problems - it costs too much money to 
produce steel and our prices are too low . . .  the solution is  
to allow the price of  steel to be greatly increased. " 

When a question came up about the possibil ity of 
modernizing and expanding the U .  S .  steel industry 
following the " Japanese model" - through low-interest 
government loans - the spokesman replied : " Let me 
make it perfectly clear. We do not want government 
subsidies. We do not want low-interest credit. Period . "  

True To Its Tradition 

The policy put bluntly by the U . S .  Steel spokesman in 
Pittsburgh, though startling, is perfectly consistent with 
the policy U . S .  Steel has fol lowed from its establishment 
in 1901 . Practically from its inception, U . S .  Steel ' s  top 
officers have acted like bankers who make steel as a side 
line, not industrialists . Their primary interest has 
always been fast profits , not the expansion and tech
nological improvement of the company' s  steelmaking 
operations .  

Around the time Edgar Speer became U . S .  Steel 
chairman in March 1 973 he told Fortune magazine : "We 
could conceivably get to the point where steel would be a 
minor instead of a major segment of our busines s . "  He 
told Forbes : " I ' ll tell you what excites me. Raw 
materials.  It' s been the most successful diversification 
move in the past and offers the greatest single opportu
nity for the future . "  

A t  this point U . S .  Steel 's  stock was sel l ing for 3 2  - less 
than half of its book value - down sharply from 108  in 
1 959.  No steel company was doing well at the time, but 
U . S .  Steel ' s  steel-making operations were more unprofit
able than most, because of its older than average plant 
and equipment. As a solution to the corporation' s 
financial troubles , the directors were not thinking about 
ways to modernize the corporation ' s  steel-making faci l
ities , but about getting out of steel .  In fact,  they were 
considering recruiting a chief executive officer to 
replace retiring Robert Blough from outside the cor
poration and outside the steel industry. They decided 

instead on Speer, who had been with the company for 34 
years . Speer 's  attraction for raw materials must have 
i mpressed them.  

" People don' t  recognize it , " Speer told Forbes, "but 
we're one of the biggest independent mining com
panies in the world.  We don' t  mine j ust for our own use : 
Of al l  mining ventures,  40 percent is for sales to 
others . By 1 975-76 that will  be 60 percent. 

"In this country, where we m ine 16 mil l ion tons of coal 
annually,  we are either opening or have under con
struction 10 mil l ion tons of new capacity. About 8 million 
tons will be for outside sale. This i s  what ' s  really exciting 
to me. We proj ect that the requirements for minerals and 
fuels  between now and the turn of the century will grow 
300 percent . "  

U . S .  Steel ' s  plans t o  increase c o a l  production imme
diately were disturbed by the 1 974 recession and its after
math ; U . S .  Steel coal production has hovered around 
the 16 mil l ion ton level since 1 97 3 .  However, coal still 
figures large in U . S .  Steel ' s  plans for the future. The 
corporation owns or leases properties with an estimated 
2 . 7  bi l lion net tons of bituminous coal reserves - a major 
position. This explains why E dgar Speer was one of the 
first industry executives to praise President Carter' s  
energy package, with its emphasis  on conversion t o  coal .  

And U . S .  Steel ' s  coal reserves are only one facet of its 
position in raw materials .  The corporation has major 
positions in iron ore and other m inerals ,  as wel l .  In 1 976 
U . S .  Steel formed its raw materials  operations into a new 
line of business - "resource development. "  This 
business includes both domestic and foreign concerns , 
wholly or partially owned, and represented 1 7  percent of 
U . S .  Steel 's  before-tax income in 1 976 .  

When Edgar Speer became chairman in 1 973 ,  20  per
cent of U . S .  Steel ' s  sales were from non-steel businesses . At 

. 

that time he had intentions to expand the proportion 
considerably, and p low 20 percent of capital expend
itures into non-steel areas in the future. According 
to U .  S. Steel 's  1 976 annual report, about 29 percent of its 
$ 8 . 7  bil lion sales were from non-steel areas .  Judging 
from the recent statements of U . S .  Steel spokesmen, that 
proportion is going to continue to grow.  

A ccountants R u n  The Show 

While some other steel companies , as exemplified by 
Inland Steel ,  were trying to improve their profitability by 
modernizing, U . S .  Steel was digging itself into the area of 
raw materials,  real estate , and related speculative 
areas . What was the basis of this policy difference? U . S .  
Steel ' s  proj ected greenfield p lant in Conneaut, Ohio, i s  
the exception that proves the rule.  The Conneaut plant 
was conceived as part of the rationalization of U . S .  
Stee l ' s  steelmaking operations - as replacement for 
vintage 1 900 p lants , not added capacity.  At present the 
p lans to break ground in January 1 978 are off and the 
proj ect has been all  but suspended .  

In general ,  however, new investment i n  plant 
modernization and expansion was shunned on the basis 
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of purely accounting considerations .  The accountant' s  
mentality that prevails  at U . S .  S teel  dictated that new 
investments would have to yield a high enough return to 
maintain the goip.g rate of return on total investment -
including past investment on now obsolete capacity and 
non-productive investment on antipol lution equipment. 
On the heels of such considerations ,  U . S .  Steel,  with its 
enormous asset base ,  led the way in getting out of steel 
production and getting into "high profit" areas like 
natural resource development and real estate . 

U . S .  Steel ' s  outlook is exemplified by its attitude to the 
Jordan process - an ironmaking process ,  where the 
substitution of a blast of pure oxygen to a coke oven 
doubles iron output and yields a usable,  nonpolluting top 
gas.  Robert Jordan, in fact, was employed by U . S .  Steel 
as a chemist when he developed the process in 1 966 .  
Jordan unsuccessfully tried to sel l  U . S .  Steel  on the idea 
of adopting the process he had discovered, with its ob
vious advantages of doubling p roductivity. When the 
division chief who had been Jordan ' s. supervisor at U . S .  
S teel was questioned i n  1 976 about why U . S .  Steel never 
even tried out the process,  he indicated that " Jordan was 
a bit ahead of his time as far as U . S .  Steel was con
cerned. " He admitted that Jordan' s  concept was " tech
nologically feasible and, in fact ,  could be converted 
without too much trouble or great expense . . .  (but) with 
the relatively fixed rates of steel production, the concept 
is not economicaL " 

Morgan: U. S. Steel 's Banker 

To fully understand U . S .  Stee l ' s  zero-growth outlook, 
one must recognize the c lose relationship which has 
continued uninterrupted since 1 90 1  between U . S .  Steel 
and J . P .  Morgan .  In the early years of this century the 
Rothschild-linked House of Morgan imported the 
" British System " into U . S .  industry in trustifying the 
steel industry, the pacesetting industry in the economy. 

Over the last decade Morgan Guaranty Trust has taken 
the lead in funneling capital out of the productive 
economy into the "high profit" area of international 
loans : the Eurodollar market. It is no wonder that for the 
last decade U . S .  Steel has looked forward to a future of 
stagnant steel consumption. 

The story of J . P .  Morgan' s  takeover of the Carnegie 
Steel Co. in 1 901  is a story in itself .  The continuing close 
relationship is exemplified by the double interlock bet
ween U . S .  Steel and the bank : David Roderick, U . S .  
Steel ' s  president, sits o n  the International Counci l  of 
Morgan Guaranty ; John M. Meyer, Jr .  chairman of the 
D irectors Advisory Counci l  of Morgan, s its on the exec
utive, finance ,  and audit com mittees of the steel com
pany. U . S .  Steel 's  lawyer is White and Case, the old 
Morgan law firm.  Its stock registrars are Morgan and 
Mellon Bank. In 1 9 75 Morgan held 3 . 35 percent of U . S .  
Steel ' s  stock in i t s  trust department, a major holding of 
such a large firm . Other British input into U .  S .  Steel is its 
directorate interlock with Inco, Ltd . ,  the Rothschild
controlled Canadian nickel company. Henry S. Wingate, 
former chairman and chief executive officer of Inco, sits 
on both U . S .  Steel 's  executive and finance committees. 

The Morgan-British input also shows up significantly 
in Bethlehem Steel, the country' s  second largest 
producer, which is second only to U . S .  Steel in pursuing a 
zero-growth policy. Lewis Foy, Bethlehem's  chairman, 
is  also a director of J . P .  Morgan .  El lmore Patterson, 
chairman of Morgan, sits on Bethlehem' s  board of 
directors . Morgan is  one of Bethlehem ' s  stock registrars . 
In March of this year Bethlehem s igned a credit arrange
ment to borrow up to $300 mi llion from a syndicate 
headed by Morgan. Foy is also a director of Brinco, Ltd . ,  
another Canadian mining firm with major Rothschild 
input. 

-Lydia Dittler 

Non prod uct ive Gov't Spend i ng 
Co m po u nds u .S .  Eco n o my's I l l s 

Strong indicators of U . S .  industrial stagnation and 
collapse have prompted the Carter Administration, 
along with Federal Reserve Board chairman Arthur 
Burns,  to accelerate a policy of using large doses of 
federal government spending as  a temporary cure to 
prop up the U . S .  economy. 

B U S I N ES S  O U T LOO K 

This short-term method of stimulating demand by 
shoveling money into the economy is intended to give the 
White House chimera of " economic recovery" an ad
ditional few months' lease on l ife by keeping the bottom 
from falling out on the official  GNP figures . Already in 
the third quarter figures for 1 97 7 ,  " more than half of the 
increase in real GNP stemmed from a step-up in govern
m ent spending, "  Morgan Guaranty Trust' s  newsletter 

reports . The spending increases were in the areas of 
defense ,  CET A jobs,  and agricultural price supports . 

Whatever its very short-term effects , Carter' s  huge 
package of nonproductive government spending will  
generate a hyperinflation by late winter that will  blow 
the dollar to bits and close down world industrial 
capacity. 

Without considering solutions of increased production 
and world trade, industrialists are faced with the short
term choice of bailing out the economy by any means 
necessary or suffering an immediate and total collapse . 
In an atmosphere of hyped up federal spending, inflation, 
and quick-fix tax cuts , it is l ikely that corporations will 
go for price increases.  

The noted chief economist for F idelity Bank, Lacey 
Hunt, summarized the s ituation confronting the 
depression-squeezed corporations in the Wall Street 
Journal Dec . 2 :  "companies wi l l  have a hard time 
getting price relief to cover higher costs . But they' l l  
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press for it. If they don' t  get it, they' ll have slim mer 
profit margins, and they' l l  tend to cut employment . "  

Some measure o f  the squeeze c a n  b e  seen i n  the 
Wholesale Price Index . The index j umped at a 1 0  percent 
per annum rate in October, partly because of the rise in 
farm prices, but mostly because financially battered 
corporations had to raise prices to get cash in fast. In 
addition to price relief, two deep-seated economic 
problems are placing acute pressure on corporations to 
demand a quick government-spending cash fix . 

First, in the first quarter of this year, the monthly rate 
of increase in retail sales averaged c lose to 2 . 0  percent, 
but fel l  to a 1 . 0 percent rate of monthly increase in the 
second quarter and to a 0 . 8  percent rate of increase in the 
third quarter. This fall-off occurred despite record levels 
of credit borrowing by consumers to be able to purchase 
retail goods .  

At the same t ime that retail  sales growth sharply lost 
steam, inventories were accumulating in the third 
quarter at a near record rate of nearly $23 billion per 
annum . Unless consumers can find the means to make 
additional large retail purchases , industry and retai l  
stores wi l l  be  forced to  liquidate the dangerously high 
inventory holdings, creating an even more dismal drop in 
production levels .  

Second, corporate cash positions have sharply deter
iorated . During the second half of 1 9 7 6  and early 1 977 ,  

corporations were very liquid, so m uch so that they were 
lending each other huge amounts of funds (called 
commercial paper) . However, during the first half of this 
year, corporate cash reserves dropped $ 1 0  billion, while 

corporate debt built up by $20 bi l lion.  This dropped the 
cash-to-debt ratio from 34 .4  percent at the beginning of 
the year to 27 .6  percent by midyear, a staggering 20 
percent decline in the ratio.  

Compounding these problems ,  corporations reported 
that in the third quarter, profits fell  by 3 percent. When 
corrected for inflation, inventory build-up, and the like, 
the decrease is by more than 10 percent - a sizable 
chunk off corporate cash flow.  

The U.S .  industrial outlook is  further mired by the 
Commerce Department 's  report of an incredible two
year stagnation in capital spending for the plant and 
equipment actually used in production, and by the an
nouncement last week that the U . S .  trade deficit in Oc
tober was $3 . 1  bil lion, bringing the l O-month trade 
deficit ,  including costs for freight and insurance, to an 
unprecedented $30 . 6  bil l ion. 

The deficit is expected to rise i n  the fourth quarter of 
this year and the first quarter of next year at an annual 
rate of $88 billion per year . This huge increase could 
make the deficit of fiscal year 1 978 ( October 1 977-0ctober 
1 9 7 8 )  one of the highest ever, according to noted econo
mist David Jones of the brokerage house Aubrey, Lan
ston. 

With Fed chairman Burn s ' s  complicity, the growth of 
the money stock is already at very s izable proportions . 
The basic money supply, Ml , has been increasing at a 9 
percent rate since Apri l .  At the same time, the monetary 
base, which forms the major part of new banking 
reserves ,  has been shooting up at an 1 1 . 4 percent rate for 
the last two months . 

It is ironic that despite its requests for suicidal bail
outs , business understands the inflationary implications.  

The Wall Street Journal wrote in a front-page article 
Dec . 2 :  " . . .  inflation is becoming a nagging worry to a 
growing number of (business)  analysts , who see even the 
possibi l ity of double-digit inflation in the coming year. Or 
even worse, recession. "  

America n  Farm Bu rea u Ra ises 

Tech n o l ogy, Export Ba n ners 
The leadership of the world 's  largest organization of 

agricultural producers , the American Farm Bureau 
Federation, is  rallying for high-technology farm 
production and exports , against the squawks of "40 acres 
and a mule" environmentalists - including those in the 
U . S .  government. At the same t ime,  the Farm Bureau 
leaders are seeking to cool out the confrontationist 
national farm strike set for Dec .  1 4 .  

AG R I C U  L T U  R E  

"The challenge to American farmers i s  . . .  can we 
produce and distribute enough food to promote in
ternational political tranquility . . .  1 believe that food can 
be the foundation of peac e . "  This was the theme set by 
the national vice-president of the Farm Bureau, Robert 

Delano, in his address last week to the state convention of 
the Virginia Farm Bureau which he heads . 

U .  S .  farm export prospects are dim , despite Soviet 
grain purchases,  because international monetary chaos 
has shut off export markets . But fully three times 
America 's  current 1 billion bushel wheat surplus could be 
marketed immediately in the developing sector, if proper 
financing were available. American farm debt, incurred 
mostly for necessary technology c apitalization, has 
doubled since 1 970 to $ 1 02 billion . 

Expanding food exports to the developing nations is 
expected to be a chief agenda item at all  state Farm 
Bureau conventions , now underway across the country in 
preparation for January's  national Farm Bureau con
vention in Houston where delegates representing the 
Farm Bureau' s  6 mill ion farm families will  convene. 

The organization is also taking on the environmental
ists by s lating resolutions favoring nuclear power de
velopment on its state and national-level agendas .  
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' H u ma n  Be i ngs Are A Resou rce, Too '  

The president of the Nationa l  Farm Bureau, 
Allen Grant, began his opening agdress to the 
organization' s  Virginia state convention with 
praise for Plato 's  conception of the human mind, as 
a lead-in to a well-aimed attack on environment
alism . 

"Human beirtgs are a natural resource ,  too , "  said 
Grant. " People themselves , the right to labor, to 
own and use property, must not be j eopardized by 
an imbalance of environmental emphasis .  Wildlife, 
soil ,  water, forest, grasslands,  m inerals have 
meaning only in terms of human relationships to 
them . 

"If  this were not so,  the logical conclusion is that 
mankind should return. the planet to the way it was 
when humans first appeared,  and then quietly 
choose self-extinction to leave the earth in a 
pristine, useless state forevermore . "  

Denounce Farm Strike 
Farm Bureau leaders are actively opposed to the Dec . 

1 4  farmer strike, known as the American Agriculture 
Movement or the 1 00 Percent Parity. The chief 
organizers of this operation are coordinating with the 
National Farmers Union and the National Farm 
Organization to convince farmers in a desperate cash 
position to strike , hold their supplies off the market, 
refuse to buy from suppliers and plow under. The ' 
operatives who pushed the Independent Truckers strike 
in 1 974 are now coordinating with the farm strike in order 

Grant singled out for special attack the Carter 
Administration cuts on water proj ects . Grant called 
for more extensive water development programs,  
and blasted the National Environmental Protection 
Act, and the process of " environmental impact 
studies" as tools of special interest  groups inimical 
to the nation . He committed the farm community 
" to get this entire process repeale d . "  

" We have trouble understanding the politician 
who trades on the false idea that man must never 
disturb his environment for economic purposes , "  
Grant said. "We cannot understand the narrow
m indedness of the environmentalist purist who 
seem s  to think that evolution can be frozen, that no 
species or creature, animal or plant, must ever be 
endangered no matter how many billions in 
economic loss may be suffered by peop le . "  

t o  ensure maximum media attention and dislocation . 
At a press conference in Viriginia, Grant -emphasized 

his sympathy with the plight of farmers , but termed the 
strike as "not the effective m eans to change the 
s ituation, "  Speaking at the Maryland Farm Bureau 
convention, the Maryland Secretary of Agriculture 
Young D. Hance emphasized that consumers were on the 
farmers ' s ide in the struggle for " fair prices , ' ! and 
cautioned , the farmers against making "reckless 
decisions" to get involved with the strike operation and 
offending "the consumer who uses our products . "  

Pressu re Bu i lds 'To Expa nd Agricu l ture Exports, 

Repea l Jackson-Va n i k  

The Carter Administration, roundly criticized by 
farmers and leading policy m akers for failing to push 
agricultural exports , is  developing a new, intermediate 
credit program geared to expanding agricultural ex
ports . Simultaneously, momentum is building in 
Congress to overturn the Jackson-Vanik Amendment 
which severely limits trade with E ast bloc nations .  

Leading American political figures are , j oining the 
American Farm Bureau in stressing  the importance of 
exports . Former Treasury Secretary John Connally is 
touring the nation promoting a " labor-industry alliance" 
heavily oriented toward an export program; "American 
agriculture can feed the worl d , "  Connally stated 
recently. Former Undersecretary of Agriculture 
R ichard Bell, currently vice-president of Riceland 
Foods,  recently told a House Agriculture subcommittee 
that the U . S .  needs to " develop a policy framework for . 
the development of export markets in the developing 

world" - as well as "Communist countries . "  ( Bell 's  
speech is excerpted below) . 

Responding to this pressure, the Carter Administration 
has told the U . S .  Department of Agriculture (USDA) to 
review its entire export policy .  According to an official in 
the USDA's Office of the General Sales Manager, 
President Carter would like to greatly increase U . S .  
credits available for agricultural trade. While the 
program is still on the drawing board, USDA officials 
will  likely recommend a new intermediate credit 
program that would extend agricultural credit to foreign 
nations at rates lower than the prevailing commercial 
interest rates . The program --- which one official said 
might provide at least a couple of bil l ion dollars in credit 
- would bridge the gap between the present one- to 
three-year Commodity Credit  Corporation Sales 
Program and the 20- to 40-year loans under Title I of P . L .  
480, the Food for Peace progra m .  The Administration 
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may also propose an increase in funding for both the CCC 
and the P . L .  480 program (see Kelly M. Harrison' s  
speech below) . 

A spokesman for the House A griculture Comm ittee 
said the Com mittee expected to hold hearings on the 
Administration's  proposal in January. Rep . Robert 
Bauman (R-Md) , a key House R epublican leader, and 
Sen. Jesse Helms (R-N . C . )  have already introduced a 
resolution to the House and Senate respectively 
requesting the Administration to develop an export
oriented program.  

On the other hand, the Carter Administration is  saying 
that the problem is "overproduction , "  and using the 
pretext of "human rights " to hold up Food for Peace 
grain shipments . Senator Hubert Humphrey (D-Minn . )  
has introduced legis lation which ties farm exports t o  the 
development of an international grain reserve, a policy 
promoted by the investment bank community which 
hopes to maintain control over food supplies for its own 
political advantage . 

The supporters of increased farm exports in the Ad
m inistration and Congress view Eastern Europe and 
China as key markets . But the Soviet Union, with its huge 
i mport needs ,  has been cut out from access to U . S .  
credits for agricultural purchase because o f  the Jackson
Vanik Amendment, which blocks the granting of most
favored-nation status to the U S S R  because of alleged 
violations of human rights .  Administration officials 
around Secretary of State Cyrus Vance and a broad 
coalition of Congressional factions (Senators Helms and 
Humphrey inc luded) have been actively pushing for a '  
repeal of Jackson-Vanik . 

While the Soviet Union may purchase as much as 1 5  
mil l ion tons o f  grain from the U . S .  i n  1 978 ,  the amount of 
purchases could at least double if  more credits were 
available. The market potential  in the developing sector 
is  even greater . The problem is not lack of need but lack 
of credit .  The Third World situation is complicated by the 
fact that those countries not only need cheap credits -
about the two percent rate of the P . L .  480 program - but 
most need a debt moratorium before they can purchase 
any additional exports . At  this point, the Ad
ministration ' s  proposal neglects these hard economic 
facts . 

The U . S . ' s  agricultural export policy is further com
plicated because the Administration is  talking out of both 
sides of its mouth on the subj ect .  E arlier last month, 
President Carter announced a new feedgrains set-aside 
program which could reduce acreage p lanted by 10 
percent, thereby l im iting the amount of feed-grains 
available for exports . According to the Nov. 21 Feed
stuffs, Pres ident Carter made the decis ion reluctantly 
and on the a dvice of his consumer-oriented Agriculture 
Secretary, Bob Bergland .  While a bad precedent, the 
program is  highly complex and according to Feedstuffs, 
" won't make all  that much difference . "  President Carter 
has also left himself an option to reverse his decision in 
the spring if Soviet purchases are large . 

At the same time, P . L .  480 agreements have not been 
made. pending a State Department review of each 
purchasing country concerning human rights violations .  
As a result, P .L .  4 8 0  client nations -'- generally the 
poorest nations - are not receiving food shipments . 

While some progress was made this  week with 1 1  nations 
approved, the Agriculture Department is up in arms,  
saying it doesn ' t  think the State D epartment is doing 
anybody anywhere any good.  

' 

- Carol Lerner 

U S DA to I n it iate 
N ew I nte rmed iate C red i t  P rogram 

Kelly M. Harrison, Assista n t  Administrator for 
Foreign Market De velopmen t  of the U. S. Department of 
Agriculture, outlined the USDA 's proposals for ex
panding agricultural exports through the crea tion of a 
n e w  interm edia te credit program in a speech Sept. 21 , 
1 977. His remarks, made before the North Carolina Sta te 
Agricultural Policy Conference in Raleigh, N. C. included 
the following: 

We (the USD A )  will act vigorously to expand U . S .  
agricultural exports , o n  which o u r  farmers depend for 20 
percent of their net income.  We wil l  act responsibly to 
provide technical and food ass istance to developing 
countries to help bring them into the mainstream of life 
on this  p lanet. Through participation in international 
forums,  we will press to liberalize trade and to increase 
cooperation between all nations to enhance food security 
for the world. We believe those international policy ob
j ectives are consistent with world realities and com
plement one another. 

In market development, we have undertaken a system 
of integrated export market program planning . . . .  

A credit program i s  being form ulated now to bridge the 
gap between the present one-to-three year CCC Export 
Credit Sales Program and the 20-to-40 year loans ex
tended under Title I of P . L .  480 . This program is designed 
not only to be another export m arket tool to compete in 
world markets,  but to meet the particular intent of some 
nations to move from concessional purchases to a 
commercial basis for eligible and available U . S .  farm 
products . . . .  

W e  N eed A n  Export Deve l o p m e n t  
Po l i c y  N ow . . .  

The following are excerpts from recent testimoney of 
Richard E. Bell before the House subcommittee on 
oilseeds and rice and livestock and grains. Bell, the 
Deputy Assistant Secretary of Agriculture for In
terna tional Affairs and Commodity Programs in the 
Nixon-Ford Administration and now vice-president of 
Riceland Foods in Stuttgart, Arkansas, focused on the 
urgency of a delibera te developing-sector oriented farm 
export policy. 

If we are going to continue the momentum of U . S .  
agricultural exports o f  the p a s t  five years , there are 
several actions that need to be taken : 

First of al l ,  we should emphasize our advantages as a 
supplier to the world market. 
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We should complete the policy framework we began 
several years ago regarding sales of U . S .  farm products 
to Communist countries.  

We should provide most-favored-nation tariff treat
m ent on industrial products from the USSR since no 
country can continue to buy if it  cannot sel l .  

We need to provide short-term government credit to 
the Peoples'  RepuQlic of China for the purchases of U . S .  
farm products .  

We need to emerge from the multilateral trade 
negotiations with improved access to markets in Western 
Europe and Japan. 

We need to develop a policy framework for the 
development of export markets in the developing world . 

Perhaps this last point is the most important of all .  It 
means the development of a realistic alternative to the 
UNCT AD program ,  which, in reality, is a non-starter as 
far as trade expansion is concerned . It is a political 
policy, not an economic policy . . . .  

Our greatest potential for increasing U . S .  agricultural 
exports lies in the developing countries . . . .  The 1 980s will 
need to be a period when we concentrate our efforts in the 
developing countries . We need to begin now, which 
means developing a policy framework by which the trade 
can be developed . . . .  

Ja pa nese Ca b i net  An n o u nces I t  Wi l l  Not 
Su rre nd e r  To Stra uss 

The new Japanese cabinet has made it c lear that it will  
not surrender to the demands of U . S .  Trade Negotiator 
Robert Strauss .  

JAPAN 

On Dec .  6 ,  Strauss predicted that Japan would an
nounce " substantial concession s "  on trade and monetary 
questions,  and that nothing less would be acceptable.  But 
two days later Nobuhiko Ushiba, Japan' s  new Minister 
for External Economic Affairs who wil l  visit Strauss this 
week , told the Wall Street Journal " I  don' t  know how to 
satisfy him (Strauss-ed. )  but I expect it will be rather 
difficult. I ' m  not going to try and solve everything. I ' m  
trying t o  come t o  a better understanding with American 
authorities . . .  but I don't  expect a total solution. "  

Ushiba said Japan would unilaterally lower tariffs on a 
broad range of products such as smoked herring, and 
promised that Japan' s  trade surplus would be reduced 
" s ubstantially" in the fiscal year beginning April l .  The 
Minister then proceeded to rej ect every other major 
stipulation made by Strauss .  

Replying t o  the proposition that Japan set a date for 
going into current account deficit, he said,  "No country 
in the world can commit itself to going into deficit. " As 
for Strauss ' s  insistence that Japan drastically increase 
imports of manufactured goods ,  remarking, " You must 
know that manufactured goods are bought by Japanese 
private persons .  How can we force Japanese consumers 
to buy when there isn't any demand? " On the question of 
reflation , Ushiba said Japan was in no position to take 
" drastic measures to stimulate" the economy.  Ushiba 
added that he was surprised that U . S . -Japan relations 
had deteriorated "so much, so fast" in the past year. 

On Dec .  7 ,  the Japanese cabinet leaked an unofficial 
l ist of the proposals Ushiba wil l  make to Strauss this 
week, mainly promises of tariff cuts that have little 

economic significance laced with vaguely worded 
promises of "orderly" exports and increases in import 
financing by the government. The New York Tim es 
remarked that these are hardly the drastic or basic 
changes that Strauss demanded , and added that the u . S .  
Administration still  insists that Japan commit itself to 
running a current account deficit .  

Some U . S .  business circles recognize that it is im
possible to force through Straus s ' s  ultimatums ,  though 
from varying viewpoints . Brookings Institution staffer 
Robert Solomon criticized the Administration's heavy
handed dealing with Japan, but then pressed for Japan to 
institute a massive reflation program,  an idea Ushiba 
has already rej ected. The Wall Street Journal advises 
Mr. Strauss to take the same approach once suggested 
for Vietnam-declare victory and get out-a suggestion 
that Strauss accept Japan' s  tariff reduction proposals as 
sufficient. 

Br i ta i n  On Japan ' s  ' I n to l e rab l e  Affront '  

The British continue t o  take the lead i n  pushing 
protectionist measures . Japan' s  Asahi Evening 
News noted that at the recent International 
Monetary Fund meeting Blumenthal had pledged to 
the Japanese not to make a protectionist speech, 
but abandoned the pledge once Britain ' s  Finance 
Minister Denis Healey started attacking Japan. At 
the latest EEC meeting, Prime Minister James 
Callaghan expressed doubts that Japan had gone 
far enough to reduce its trade surplus . At a talk 
before the New York City Economic Club, British 
Ambassador Peter Jay labelled Japan' s  trade 
surplus an " intolerable affront, "  and demanded 
remedies through "either exchange rates or other 
less visible barriers . "  He threatened " action 
against Japanese exports" if such measures were 
not taken. 
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ENERG Y 

Gas Com pa n i es Ba l k  At Sch l es i nger's 

WEEP Attack On Mexi co Dea l 

Six U. S. na tural gas companies n egotiating purchases 
of na tural gas from Mexico ha ve fired off telegrams to 
Energy Secretary Schlesinger and Secretary of Sta te 
Vance, telling them in angry terms to stop in terfering in 
their priva te talks with Mexico 's sta te oil company 
Pemex. 

Schlesinger's activities, totally outside his authority, 
could wreck deals with Mexico which would supply U. S. 
consumers with 1 bmion cubic feet of na tural gas per day 
(cfd) by 1 9 79 and more than 2 billion cfd by 1981 - 4 
percent of U. S. gas consumption. 

The six gas companies and Pem ex are on the verge of 
signing contracts tha t would bring in this amoun t  of gas 
a t  a price pegged to the energy supply equivalen t of 
number 2 fuel oil brought into New York harbor, $2. 60 

per thousand cubic feet a t  current prices. Schlesinger is 

demanding a $2. 16 level, on the flimsiest of pretexts (see 

section below) . 

The step-up in Schlesinger's a ttempts to disrupt the 
Mexican gas negotiations occurred as his Energy Depart
m ent finally released its Win ter Energy Em ergency 
Plan (WEEP) . The WEEP scenario calls for the strict 
ra tionaliza tion of U. S. industry under conditions of 
energy shortage during the 1 9 77- 78 winter. Schlesinger's 
a ctivities against Mexico, his crusade against nuclear 
energy development, and his inflamma tory sta tem ents 
a bout U. S. military contingency plans to move into 
Mideast oil fields, all indica te tha t  he is doing his best to 
crea te the shortages himself. The legisla tion crea ting the 
Energy Departm en t gran ts virtual wartim e po wers to 
the Departm en t 's secretary in tim es of "energy 
em ergency. " 

Schlesinger 's hea vy-handed in terference has been 
carried out with full kno wledge tha t  the Mexican price is 
not negotia ble. Last week, President Lopez Portillo 
made the most recen t of empha tic Mexican sta tem en ts 
on this poin t. An official a t  the Mexican em bassy in 
Washington comm en ted soon after tha t  any back-down 
by Mexico on the price, e ven if the government was 
disposed to do so, was "politically impossible " due to the 
pressure of popular na tionalist feeling. 

T h e  Eve nts  

The rapid-fire events o f  the past two weeks can be 
reconstructed as follows : 
Thanksgiving Week - Schlesinger sent his newly ap
pointed Assistant Secretary for International Affairs, 
Walt McDonald, to · Mexico to step into the ongoing gas 
negotiations . Since by law the E nergy Department is 
only empowered to review energy import contracts after 

they are signed, Schlesinger arranged for State Depart
ment representatives to be included in the delegation. 

Walt McDonald, an economist for the CIA before being 
hired away by Schlesinger, is  the author of the notorious 
" S tansfield Turner report" on international energy 
prospects cited by President Carter when he presented 
S chlesinger' s  energy program in April .  The report in
credibly asserts that the Soviet Union will turn from 
being a net petroleum exporter to a large-scale petro
leum importer in the early 1 980s .  

When the lead negotiator for the gas companies, 
Tenneco's Jack Ray, found out about the McDonald 
delegation, he immediately sent telegrams of protest to 
both Schlesinger and Vance. Ray made it clear 
that the negotiations were a private company-to-com
pany affair, and that until contracts were delivered to the 
E nergy Department, the governm ent had no role in the 
negotiations.  

The Assistant S ecretary for E conomic and Business 
Affairs in the State Department is  now drafting a 
response to the gas companies '  telegra m .  Indicating 
which department continues to actually run the inter
ference, Department of E nergy spokesman Donald 
Creed informed this publication Dec .  7 what the contents 
of the reply would be : " The U . S .  government is not in
volved in the negotiations ,  but the U . S .  government has 
the right to deal with the Mexican government on a wide 
range of energy matters . "  

La te in the Week of Nov. 28 - the State Department 
sum moned representatives of the gas companies to 
Washington . According to reports ,  a high-level State 
Department official informed the companies that State 
would not " dictate" the contract - and then proceded to 
do exactly that. State stipulated a price of $2. 1 6  per 
thousand cubic feet. When the companies protested , the 
official commented threateningly : " Why do you want to 
sign a contract which the government is going to 
rej ect? " ,  suggesting that the action of Schlesinger's 
Federal Energy Regulatory Commission (FERC)  has 
been determined long before that Comm ission holds any 
hearings or prepares an import authorization study. 

When the companies insisted they would not break 
their understandings with Mexico, the State Department 
offered a fall-back option : that the companies "drag 
their feet , "  that is ,  bargain in bad faith - until the 
current negotiating deadline of Dec . 31 expires . 

Schlesinger or the Department of State then conduited 
the key points of this session to the Wall Street Journal in 
a p lanted story which appeared Dec .  5 ( see below) . 
A lso the week of No v. 28 - S i m u ltaneous with the State 
Department Session, the office of Vice President Mon
dale announced that the Vice President would visit 
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Mexico Jan. 20-21 , and that energy would be one of the
' , 

main topics of discussion. Observers immediately . 

recognized that if Schlesinger ' s  attempts to force a 
breakdown in negotiations before the end of the year 
succeed then Mondale,  who has worked closely with 
Schlesinger to push Schlesinger' s  energy program 
through Congress ,  would become the U . S . ' s  "negotiator 
p lenipotentiary" upon his arrival in Mexico in January. 

W h at N ow? 

Schlesinger, who had hoped to run his wrecking 
operation under wraps, is  now mercilessly exposed. A 
release from New Solidarity International Press Service 
picked up by the Mexican business daily No veda des 
broke the story Dec .  3 .  On Dec . 7 Mexico' s  most widely
read newspaper, Excelsior, ran a banner front page 
story, stating the same : that the D epartment of Energy 
and the State Department have exerted "open and in
tense" pressure on the U . S .  gas companies to rej ect the 
conditions set by Pemex for the gas sale.  The same day 
the story was carried in the daily Uno Mas Uno. 

lf there was even the remotest chance that Mexico 
would step back from its gas price before,  there is  none 
now. 

There is  every indication Schlesinger will continue his 
sabotage efforts.  However if the negotiations between 
the gas companies and Pemex can be maintained on 
course, Mondale will arrive in Mexico with the entire 
issue a matter of Department of Energy regulatory 
decision in Washington . At that point, it will  still be 
possible for Schlesinger to stop the deal : but only with 
the onus for wrecking U . S . -Mexico energy cooperation, 
for shooting down $600 m i llion in Eximbank-financed 
U . S .  exports connected to the gas deal,  and for ar
bitrarily depriving the U . S .  of vital gas supplies,  resting 
on his shoulders alone . 

The Wa l l  St . Jou rna l And 
Sch l es i nger Vs . Rea l i ty 

The terms of the hea vy-handed intervention of the 
Sta te Department into the Mexican gas negotiations, on 
behalf of Schlesinger and in coordination with Vice
President Mondale 's office, ha ve only been released 
p ublicly in the form of a Wall S treet Journal article 
Decem ber 5th which was planted by friendly Sta te 
Department sources. The article is en titled " U.S. Plan to 
Import Mexican Na tural Gas is Snagged on Controversy 
O ver Price. " Sections of it are reproduced below, with 
a ccompanying commen t  and correction. 

Wall Street Journal: The U . S .  doesn ' t  want to pay Mexico 
more for natural gas than it pays Canada. The U . S .  
i mports nearly three bil l ion cubic feet a day from 
Canada at $2 . 1 6  a thousand cubic feet. U . S .  officials 
suggest that $2 . 1 6  also would be a fair price for Mexican 
gas . 

Why is a 1977 price for Canadian gas. a price which is 
rep egged periodically by the Canadian Na tional Energy 

Board and has been steadily rising in recent years a "fair 
price " for Mexican gas to be delivered in 1 9 79 or 1980? In 
fact, since April 1977, the Canadian Na tional Energy 
Board has adopted a pricing policy for Canadian gas, 
based on equivalen t energy cost of crude oil imports a t  
Mon treal harbor which is substan tially identical to 
Mexico 's !  Further. the U.S. has had to pay for the State 's 
side links to connect the Canadian gas to U. S. distribution 
networks. The Mexican gas, fed in to the existing na tional 
grid radia ting out from Texas, wi11 require no such cost. 
If there can be such a thing as "fair pricing", the 
Mexican form ula of linking imported gas to the cost of 
equivalent energy supplies of num ber 2 fuel oil delivered 
in New Harbor would seem reasona ble. 

Wall Street Journal: Carter Administration officials 
don't  have the authority to force American companies 
and Pemex to sign a contract for a lower price than $2 .60 .  
But,  because any gas-import agreement must be ap
proved by U . S .  regulatory authorities , it' s unlikely that 
the U . S .  companies would agree to a price that the 
government opposed. "  

The first part of this sta tem ent is indeed true. The 
second part is total fabrica tion. The gas companies are 
determined to wrap up negotia tions with Mexico on a 
m utually sa tisfactory basis before Dec. 31 . They ha ve 
angrily indica ted they will not be the fall guys for 
Schlesinger and if their position should change, it would 
m ean som e extraordinary blackmail had been brought to 
bear by Schlesinger in terms of decisions on domestic 
ma tters affecting the gas companies in question. 

Wall Street Journal: To increase pressure on ad
m inistration officials and the U . S .  companies to hold 
down the price of the Mexican gas ,  Sen.  Adlai Stevenson 
( D . -I ll . )  introduced a resolution to hold up an Export
Import Bank loan to Mexico until  the Department of 
Energy reviews the price of the Mexican gas .  

Wha t  is not said: It is widely agreed tha t  Mexico stands 
in an excellent position to go else where to obtain the 
alm ost $600 m illion in financing and imports involved. A t  
the sam e  tim e i t  has made i t  clear i t  will not budge from 
its sta ted pricing mechanism for gas. The result is tha t 
Stevenson and Schlesinger, who is widely known to ha ve 
advised Stevenson on the move, are recklessly risking 
the Exim loan in a game of financial warfare -
vigorously denounced by Mexican President Lopez 
Portillo (see below) - which only the U. S. can lose. And 
this at a tim e when the U. S. 's trade deficit makes the 
expansion of exports a top priority . 

Wall Street Journal: The stakes obviously are high. U . S .  
g a s  consumers would p a y  Mexico about $ 1 . 9  billion a 
year for the gas if it were priced at $2 . 60 a thousand cubic 
feet, or less than $ 1 . 6  billion if it were priced at $2 . 1 6 ,  a 
difference of some $300 million . 

A ccountants ' idiocy! In order to "sa ve " U.S. con
sumers somewhat under 1 %  of their gas bIll, Schlesinger 

and the Sta te Department are ready to jeopardize not 
onJy a despera tely needed 4 percent of current U.S. 
consumption, but m uch more importantly, the entire 
climate of U.S. -Mexico energy cooperation which can 
Jead to enormous benefits for both countries as Mexico 's 
Middle East-sized oil and gas reserves are developed. 
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,-. 
This climate is rapidly souring under the impact of 
Schlesinger's tactics. Further, the $300 million per year 
in alleged "sa vings " to the U. S. m ust be compared to 
wha t  $300 million will be a ble to do to help the Mexican 
economy recover from its worst depression since the 
1 930s. The Carter Administration otherwise lam en ts the 
influx of unemployed workers from Mexico and piously 
proclaims tha t  the solution is to strengthen the Mexican 
economy. 

Wall Street Journal: According to Mexican sources , the 
U . S .  gas companies last week offered to sign the final 
contract with Pemex at the lesser price of $2 . 1 6 .  

The gas companies made n o  such offer. A false report 
to this effect, filed from the Wahington office of Mexico 's 
major daily, Excelsior, was picked up by AP in Mexico 
and exported back to the United Sta tes. It is incredible 
tha t a week later the Wall Street Journal would retail the 
sam e  falsehood - setting the gas companies up as the 
fall guy for the Schlesinger maneu vers - when the 
slightest checking with the gas companies themselves 
would ha ve corrected the informa tion. 

Wall Street Journal: . . . Observers have suggested that 
there was some bluffing going on in the setting of the 
deadline by the Mexican government. They say Mexico 
sorely needs the cash it would receive from the sale of 
gas to the U . S .  and that selling the fuel to other countries 
would mean lengthy delays because the gas would have 
to be liquified . 

This is one of the most dangerous and irresponsible of 
the views conduited through the article. No one outside 
Schlesinger circles believes for a minute tha t  Mexico is 
"bluffing. " It has already a mply and publicly discussed 
alternate uses of its na tural gas, not in the expensive 
LNG program cited in the article, but channeled into 
domestic industry converted from oil use. This would 
free additional amoun ts of oil for export. Under this plan 
Mexico will build the gas pipeline from its southeastern 

producing fields as far as the northern city of Mon terrey. 
From there it can la ter build an extension to the border to 
take a dvantage of the U. S. market if the price is right. In 
the m eantim e it can afford to wait for the U. S. Popllilltion 
to m uzzle Schlesinger. 

Wall Street Journal: In Mexico last week, (Nov. 30 -ed. ) 
President Jose Lopez Portillo declared . . .  : "We aren't 
going to lower our price." . . .  Even so, President 
Lopez Portillo appeared to be trying to soften the con
troversy . . .  He said he didn' t  believe rumors of a 
'b lockage' of the proposed Export-Import Bank loan to 
Mexico if Pemex is unwilling to lower its export sales 
price. "I know President Carter,  and, therefore,  I'm sure 
that this hasn't happened, and that it won' t  happen, "  he 
said.  

"Soften the controversy" ?  Lopez, after diplomatically 

refusing to nam e the names of the U. S. figures behind the 
stalled Exim bank loan, made the issue brutally clear: 
" We are not going to lower the just price we ha ve set for 
our gas on account of financing problems. We are not 
going to lower it. The situa tion is simply tha t the deal 
goes through or it doesn 't. . . .  " He expressed disbelief tha t 
the U. S. would e ver allow its "fina ncing systems "  to "be 
pla ced a t  the service of unjust trade policies (or) to force 
down ra w ma terial prices. " And in his last commen t, he 
put the issue squarely to Carter: " . . .  1 am certain this 
hasn 't happened, and I'm a bsolutely certain tha t  it will 
not happen. " 

Wall Street Journal: S ix U . S .  gas transmission com
panies . . .  have proposed buying a s  much as  two billion 
cubic feet of natural gas a day from Mexico . . .  The U . S .  
government is as eager as the gas transmission com
panies to see such volumes of the fuel brought into the 
country to supplement dwindling domestic supplies . "  

Schlesinger's actions speak for themselves. 

An Ope n Letter To Congress On 

'Th e  N u c l ea r  Ant i - Pro l ife rat i o n  Act Of 1 977' 
The following s� tem ent was prepared by Dr. Morris 

Levitt, the director of the Fusion Energy Foundation, for 
congressional endorsem ent prior to the vote on Sena te 
Bill 897, which proposes the banning of nuclear tech
nology prolifera tion. 

Before the Congress acts on S .  897 or related measures, 
it must recons ider one basic question : What 's  wrong with 
nuclear proliferation? The answer is as simple as that to 
the question of what the emperor is wearin g :  " Nothing ! "  

The chief fallacy underlying the bi l l  as drafted by the 
Carter Administration and members of the Senate 
Foreign Relations Committee - and the problem with 
Congress ' s  deliberations so far - is that nuclear power 
is axiomatically assumed to be " dirty , "  never to be 
virgin again . Like the neighborhood spinster' s  obsession 
with social disease, everything must be done to contain 
its spread. 

Many Congressmen know better.  Yet the antiprolifer
ation bil l  passed unanimously in the House Foreign 
Affairs and the Senate Foreign Relations Committees . 
How did that happen? Many Congressmen simply 
swallowed the l ine that, if you want to be on record 
against the dangerous spread of the "The Bomb." you 
mustj>e for the bil l .  a straightforward Mom-and-apple 
pie proposition. However. that is  neither the intent nor 
the function of the bil l .  which must be compared with the 
real i ssues of nuclear proliferation .  

N u c l ear  Powe r :  Key To O u r  F u t u re 

At the present j uncture in world history. nuclear power 
is  one of the most valuable weapons we have for world 
peace and development. As the F usion Energy Foun
dation stressed in its policy statem ent. "Nuclear Power : 
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Core of U . S .  and World E nergy Policy , " which has cir
culated throughout America and Congress s ince October, 
the export of nuclear technology is exactly the medicine 
required to break the deepening world monetary and 
economic crises .  

A strong dollar and a healthy world economy can be  
achieved only by simultaneously building up the basic 
productive capacities of the advanced sector and the 
markets represented by an economically developing 
Third World.  Nuclear power exports meet that need by 
generating the demand for basic industry products like 
steel and from the payback of industrialization in the dev· 
eloping sector based on nuclear-powered electrification. 

Could it be any clearer that the threat of nuclear war is 
to be located precisely in the failure to proliferate 
civilian nuclear power and concomitant industrial and 
agricultural development? 

The problem is not s imply that Congress failed to 
challenge adequately the wholly specious arguments 
about proliferation , or the spectacle of President Carter 
and Energy Secretary Schlesinger turning down a $25-
bil lion nuclear deal offered by the Shah of Iran at a time 
when V . S .  nuclear, steel ,  and other basic industries and 
exports are collapsing.  It  has been made amply c lear in 
testimony on S .  897  that the substitution of unilateral and 
arbitrary procedures for orderly nuclear technology 
transfer wil l  completely underm ine both U . S .  nuclear 
export prospects and existing international nuclear 
materials safeguard . Moreover, recently reported ex
periments at the Los Alamos and Oak Ridge Lah
oratories have demonstrated that any nation with a 
m odest technological and industrial base c n n  Rcquire 
nudear weapons-grade material of varying quality 
cheaper and more quickly with smal l  clandestine 
facilities than through policed commercial reactors , - if 
they are driven to do so. 

Any representative panel of competent sc ientists o)Uld 
have informed Congress that c i vi l ian reactors cio not 
produce weapons-grade material (s ince the hyproducts 
arc di luted hy plutonium 240 ) . E ven Ugandan Pres ident 
I d i  Amin does not have the in-depth specialized scientific 
and technical  experti se requi rerl to m ak e  hom hs from 
highly enriched material .  Leading Third World countries 
that could develop such capabil it ies would use specially 
df'signed,  small  weapons-grade hreeders and not hig , 
expensive com m ercial reactors to prodllr,e homb 
material .  In short, it' s relatively easy to acquire various 
grades of weapons material ,  and very difficult to 
produce bombs and delivery syste m s .  

While the spread o f  civil ian reactors does contrihute to 
the developm ent of overal l  nuc lear capahi l i t ies  - in
c luding potential m i litary applications - in countries 
that do not now have such capabil ities ,  its main function 
is to make peaceful nuclear development dominant over 
the presently hegemonic m i litary aspect .  

Proliferation has always been a " Catch 22" game in 
which various antidevelopm ent V . S .  and British factions 
have said to the world : " Accept all our conditions for 
inspection and control ,  and m aybe w e ' l l  let you have a 
l i tt le  nuclear energy .  Oh, you won ' t . . .  then you must  j ust 
W rl n t  to makc homl)s,  so you c a n ' t  have any nuclear 
I I'(;hnology. " 

The j S S 1 \C j "  i" ,f'''' m ore fund;Hn ent ;> 1  S .  p,,"  m ust be 

defeated so as to open the way for a vast "Atoms for 
Peace" program, which, like its historical predecessor, 
comprehends the continuous line of integrated develop
ment of the two basic nuclear technologies , fission and 
fusion . Humanity was j ustified to be excited in the 1950s 
by the prospects of transcending its reliance on the 
chemical energy of fossil  combustion to the more con
centrated and intense forms of energy unleashed by 
nuclear reactions . That rekindled expectation must now 
become reality through a vast international program to 
disseminate existing forms of nuclear energy technology 
and to develop the most advanced scientific conceptions 
into practical technologies .  

W e  have reached the breakeven point i n  every 
mainline of research on fusion ; leaders of the U . S .  and 
Soviet programs agree that a prototype reactor can be 
built by 1 990 .  We have achieved the basic scientific 
conditions required for the fusion-fission hybrid breeder 
reactor, which would make nuclear power far cheaper 
than any other large-scale energy source in the same 
time frame. If  this potentiality is  realized, the world will 
have all the reasonably priced energy it requires for 
peaceful development, as well  as the promise of an en
tirely new raw materials base for the next century 
represented in the fusion torch.  

This is the prospect Congress will  destroy if  it  
capitulates to the linguistic " proliferation" fraud cooked 
up by the computers at the Rand and Mitre Corporations 
and the austerity and hyperinflation pseudo-economists 
of the Brookings Institution, and spread by incompetent 
Malthusians like Barry Com m oner, " soft" Amory 
Lovins , Ralph Nader, and their m indless zero-growth 
fol lowers . 

Look around . Isn ' t  every pusher of " anti-proliferation" 
in Congress also doing everything possible to replace 
V . S .  industry, technology,  and ski l led labor with 
prim itive lahor- intensive schemes under conditions of a 
permanently collapsed dollar? If Congress votes for 
" antiproliferation , "  it is voting for the deindustrial
ization of the U . S .  and against the prospects for peace, 
national security, and economic development. 

The world did not buy the Baruch Plan for V . S .  control 
and retardation of nuclear power 30 years ago, and it 
surely isn't  huyinr: the retread of that polic.y today. In the 
Mideast,  in southcrn Africa ,  on the Indian subcontinent, 
and in Latin America,  leading nations are demanding 
nuclear power not only for themselves hut for their 
neighbors , even if they have been hitter antagonists in 
the past.  The U . S .  shnuld lead this effort and not permit 
again the frustration of these positive goals .  

I f  we are to have a future, we are going to need a new 
Secretary of Energy com m itted to the American System 
of technological progress,  a new energy policy and 
energy bill based on the most efficient extraction and 
combustion of fossi l  and nuclear fuels ,  a massive nuclear 
export program financed through the Export-Import 
Bank by soaking up the unproductive tens of bi l l ions of 
dollars in liquidity in the Eurodollar and petrodollar 
markets , and an Apollo-style crash fus ion program in 
conj unction with the Soviet Union,  Japan, and Western 
E urope.  Therefore, al l  prohibitions recently placed by 
Congress on Exlm Bank operations in the nuclear export 
field should be resc inded in favor of standard inter-



national agreements.  
These proposals are all em inently possible in the next 

session of Congress .  The Administration is under 
trem endous pressure to resolve the disparity between its 
rational foreign policy (barring its attempts to halt tech
nological progress via SALT instead of promoting in
creased collaboration in research areas like fusion) and 
its unworkable anti-industrial domestic and energy 
policy. The national political  c l imate is  being defined by 
the building momentum for progrowth labor-industry 
all iances in the U . S .  and in Western E urope,  exemplified 
by the 50,000-strong demonstration in favor of nuclear 
power by trade unionists in Dortmund, West Germany 
Nov. I I .  

For that to remain an open option however, appro
priate political steps must be taken now to make sure 
that S. 897 never leaves Congress in anything like its 
present form.  

Why " Ant i " - Pro l i fe rat i o n  Ca n n ot Work 

The follo wing documen ta tion dem onstra tes tha t in 
order to esta blish relia ble in terna tional safeguards 
against belligerent uses of nuclear technology, opponents 
of nuclear "prolifera tion " m ust in fact endorse expanded 
trade in nuclear technology for industrial purposes. 
Section 1 sum marizes the basic procedures and the 
oustanding record of compliance to the In terna tional 
A tomic Energy Agency's (IAEA) Nonprolifera tion 
Trea'ty. Section 2 takes the example of the West German
Brazilian agreem en t for nuclear plant  construction to 
sho w  tha t  long-term technology transfer arrangements 
with nonsigna tory na tions to the Nonprolifera tion Trea ty 
can serve as the basis for e ven stronger safeguards than 
those outlined by the IAEA . Section 3 debunks the myths 
surrounding India 's 1 9 74 pea ceful nuclear explosion, 
which is the most frequently cited "proof" of the need for 
antiprolifera tion bills such as S. 89 7. 

The I A EA ' s  Trac k Record 

In June 1 968 the U.N.  General Assembly endorsed the 
full text of the Treaty on the Nonproliferation of Nuclear 
Weapons (NPT) , the main provisions of which are as 
follows : 
I .  States possessing nuclear weapons will neither trans

fer nuclear weapons or nuclear explosive devices to 
any other states nor wil l  it give control of such 
weapons or devices to any other state . In addition, 
nuclear weapon-possessing states will not help any 
non-nuclear state acquire a nuclear explosive 
capacity in any way. 

I I .  Non-nuclear weapon states will neither seek to 
acquire such weapons or device s ,  nor will  they seek or 
receive assistance to this end . 

I I I .  Verification of these obligations is ensured by the 
application of international  safegaurds under 
agreements to be concluded with the IAEA.  

IV.  The rights of non-nuclear weapon states to  undertake 
research, production , and exploitation of nuclear 
energy for peaceful purposes ,  and to receive 

assistance to those ends is reaffirmed.  
V .  The benefits of peaceful nuclear explosions should be 

made available to all  parties in accordance with 
appropriate international agreements . 

V I .  The undertaking that nuclear weapons states will 
pursue futher negotiations in good faith . 

Once a nation has signed and ratified the Non
proliferation Treaty, it is required to negotiate a 
safeguards agreement with the IAEA, which outlines 
safeguards within its territory. D etailed procedures are 
agreed upon in subsequent arrangements to which 
" facility attachments" for each nuclear plant are ap
pended. These attachments describe all aspects of the 
plant, such as design, location flow of nuclear material, 
the location of equipment used in the production and 
processing of that material ,  and contain requirements 
regarding reports , stocktaking, verification procedures, 
etc . 

IAEA safeguards are implemented
' 
in a manner 

designed to · a void hampering the economic and 
technological developments of a s ignatory state or in
ternational cooperation in the field of peaceful nuclear 
activitites ,  including international exchange of nuclear 
m aterial .  They seek to a void undue interference in the 
state ' s  peaceful nuclear activities ,  and, in particular, in 
the operation of its facilities .  Finally,  the safeguards are 
consistent with prudent management practices required 
for the economic and safe conduct of nuclear activities . 

While the IAEA limits its control measures to a strict 
minimum , it can detect the diversion of nuclear material 
to bomb-making within a relatively short time and 
thereby discourage it. " The IAEA safeguards'  system is 
rather a warning sytem than a policeman . "  

According t o  the latest available IAEA information, 
1 00 states are now signatories of the Treaty on the 
Nonproliferation of Nuclear Weapons ; 5 1  of these have 
also concluded safeguard agree m ents . Of these,  seven 
( Belgium , Denmark, West Germany, Ireland, Italy, 
Luxembourg, and the Netherlands )  have concluded the 
safeguards arrangements j ointly with the, IAEA and 
EURATOM. Although Treaty on the Nonproliferation of 
Nuclear Weapons safeguard agreements with Japan, 
Switzerland, Taiwan, and Venezuela are not yet in force,  
al l  nuclear activities in these states are currently 
operating under the safeguards of other agreements . The 
latest IAEA Bulletin reports that : " According to the best 
information officially a vailable to the Agency ( lAEA) , 
there are only five states in the world besides the 
nuclear-weapon states that have s ignificant nuclear 
activities ,  which are not subj ect to Agency safeguards,  
namely Egypt, India,  Israel ,  South Africa,  and Spain . "  

Brazi l-West G erman N uc l ear Accord 
Sets To n e  For I nternat ional  

Safeg uard R eq u ir e m e nts 

Following the recent conclusion of agreements bet
ween West Germany and Brazil for the transfer of 
nuclear technology to that South A merican nation, the 
two countries have agreed to a framework of in
t e r n a t i o n a l  s a fe g u a r d s  t h a t  f a r  e x c e e d s  the 
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requirements demanded by the International Atomic 
Energy Agency ( lAEA) . The safeguards ,  which are used 
to detect any diversion of nuclear equipment or material 
for weapons production , cover not only the l ife of the 
technology transfer agreement itself, but also the useful 
life of all installations constructed under the terms of the 
agreement and the application of German technical 
" know-how" to any other facilities built in Brazil .  

These " know-how" agreements , applied for the first 
time between a s ignatory nation (West Germany) and a 
nonsignatory nation ( Brazil)  to the Nonproliferation 
Treaty, are becoming that standard model for all nuclear 
technology sales , following decis ion reached by the so
called London Group of countries in possession of nuclear 
technology. 

Furthermore, although Brazil is not currently a 
signatory to the Treaty on the Nonproliferation of 
Nuclear Weapons,  the accord with West Germany makes 
the entire agreement contingent upon negotiation of a 
safeguard agreement with the IAEA, " assuring that 
these nuclear materials ,  equipm ent and installations as 
well as the special fertile and fissionable materials 
produced in them,  processed or used, and the respective 
technological information , are not used for nuclear 
weapons or other nuclear explosives . "  

I n d ian PN E Mod e l  For 
Expand i ng Food Prod u ct i o n  

O n  May 1 8 ,  1 974, in the western state o f  Rajasthan, 
India carried out a 1 0-1 5 k iloton underground peaceful 
nuclear explosion (PNE ) . 

The Indian governm ent and its Atomic Energy 
Comm ission (AEC) j ustified the underground explosion, 

c iting agreements within the IAEA which permit 
peaceful nuclear explosions for research and industrial 
purposes . The AEC reported that it was testing the ef
fects of using the PNE for civil  engineering purposes,  to 
study radioactivity, the fracturing effect On rocks, and 
the ground motion caused by such explosions . Before and 
after 1 974, India has repeatedly p ledged it will never 
uti lize the nuclear option for any m i litary purposes . 

Despite the Canadian government ' s  subsequent 
suspension of nuclear supplies to India, charges that 
India had violated bilateral agreements by diverting 
nuclear fuels supplied by the Canadia government for the 
1 974 Pokharan experiment, are baseless .  India never 
signed the NPT and is not bound by its agreements , 
having opposed it as "discriminatory" and controlled by 
a few " have" nations . 

AEC Chairman Homi Sethna stated that the plutonium 
used in Pohkaran was produced at the Trombay 
reprocessing plant (completed in 1 965) . The Canadian 
claim that the CIRUS experimental reactor, the result of 
an Indo-Canadian collaborative effort completed in 1 960, 
was the base for the Pokharan experiment has not been 
verified. India ' s  policy in these collaborative efforts has 
consistently been one of wholly indigenous development. 
Within five years of their completion, the Trombay 
p lant was a national effort and collaborative ventures 
with Canada have been administered fully by Indians . 

The Indian PNE effort originated in imaginative ideas 
developed in the U . S .  in the 1 950s and named "Operation 
Plowshare . "  The application of PNE , or the Plowshare 
model ,  to the Ganges and Brahmaputra regions ,  and the 
R aj asthan desert was based on studies conducted jointly 
by the U . S .  AEC and the Indian Bhabha Atomic Research 
Center, as the basis for tripling food production through 
adequate irrigation and water storage. 

Coa l CO.nvers i o n  B i l l :  An Expe ns i ve ,  Wastefu l Hoax 
The Joint House-Sena te Energy Conference Committee 

is currently in the process of thrashing out the final 
version of the Carter A dministra tion 's Na tional Energy 
A c t  of 19 77, and the conferees ha ve divided the bill into 
five provisions. The first pro vision to be agreed on by the 
joint conference was the coal con version portion, 
analyzed in this report. As a growing num ber of industry 
and trade-union represen ta tives a s  well as Congressmen, 
ha ve remarked, the Carter energy bill is more correctly 
labeled a tax bill, which will in effect force a shutdown of 
industry across the na tion if its full pro visions are in
stituted. The implementa tion of the coal con version 
section is a t  this point dependent on passage of an o verall 
bill, and passage of such a bill itself is still som e wha t 
doubtful, a t  least before the 1 978 election year. But the 
coal provisions provide a chiJJing example of the impact 
such a bill will ha ve on already depressed U. S. industry. 

Under unanimous attack by the uti lities, industry, the 
National Coal Association and consumers, coal con
version would not save energy.  E ven in its most benign 
for m ,  the coal conversion program will 'divert bil l ions of 

dollars out of capital investment and industrial 
modernization ; pour more bil l ions in to pollution control 
equipment ; cut the productive capacity of those who 
agree to convert by 50 percent, raise energy costs sub
stantially ; waste irreplaceable resources in coal
handling and other equipment. The measure would also 
put unreasonable strains on both the coal producing 
industry and the transport syste m .  

The original Carter proposal w a s  a ban o n  the burning 
of natural gas in all new utility fac ilities by 1990 with the 
authority to ban both oil and gas use in future faci lities .  
The measure would impose a punitive tax on utilities and 
industries that continue to burn oil and gas in their 
currently operating plants if  they did not convert to coal 
within ten years . The tax schedule included a $ 1 . 1 0  per 
thousand cubic feet (Mcf) of natural  gas,  $3 per barrel on 
oil  for industry, and $1 .50 per barrel for utilities . 

The House of Representatives basically concurred 
with the Carter tax schedule but added considerable 
exceptions to the faci l ities forced to convert. The Senate 
then added provis ions which exempted 90 percent of 
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facilities originally targetted. At the same time, the tax 
of the companies "best able" to convert was doubled. 
The Conference Committee "compromise" retained the 
more punitive Senate version of the tax schedule, while 
leaving the guidelines for exemptions vague ; one 
provision states that the environmental and financial 
impact of burning coal rather' than cleaner oil or gas 
must be considered. 

After the 1973 arab oil embargo, the Federal Energy 
Administration (FEA) began studying the possibility of 
conversion and issuing suggestions where it could take 
place. However, not one of the companies issued a 
voluntary conversion order obeyed it. 

Undaunted, the FEA released compulsory conversion 
orders to 24 existing industrial plant sites in 17 states on 
May 9, noting that they had already initiated similar 
actions against 105 existing electrical power plants at 50 
sites . The coal conversion provisions in the proposed 
National Energy Act are sufficiently vague, ensuring 
their enforcement will have to be decided in court. While 
the Executive and the Department of Energy, will 
continue to exercise the power of ordering conversion. 

Cost of Convers i o n  

Considering only the conversion orders that the FEA 
has already issued for industry the cost is over $225 
billion. With the conservatively estimated cost of only 
industry conversion of $277 million, each of the 19 
targeted companies could incur $40-50 million per year 
increase in operating expenses. Administration energy 
officials have conceded that the cost of conversion could 
increase industrial prices by 1 . 5 to 2 percent which wou�d 
be passed on to consumers . 

The conversion cost for existing utility facilities and 
the construction increases for 143 planned power plants 
that come under current guidelines for conversion could 
be another $50 billion, according to the Edison Electric 
Institute . EEl adds that this cost will also be passed on to 
the consumer, making the entire program "financially 
disastrous. " 

Along with the increased cost to the utilities and con
sumers, Carl Bagge, president of the National Coal 
Association has pointed out that the switchover plans for 
present plants would "divert manpower and capital from 
new, larger and more efficient plants . . .  designed to burn 
coal . "  The NCA has continuously suggested that instead 
of conversion, a program of phasing out and replacing 
older facilities that burn oil and gas could be aided with 
the same $50 billion, under a vigorous coal and nuclear 
development program. 

Industries such as steel that are already financially 
reeling under increased costs mandated by equipment to 
minimize pollution from coal-burning, cannot even 
imagine using even more coal at increased pollution
control cost. In May the Wall Street Journal surveyed 50 
companies to try to understand their hesitancy to support 
aspects of the Carter energy program .  Of the companies 
checked in New England, none have any plans to convert 
to coal. "The costs are prohibitive , "  remarked the vice
president of Norton Company. Even in Pittsburgh, near 
large coal supplies, Westinghouse has been cutting back 
on coal use in recent years to meet air pollution stan
dards. 

The proposed cost to industry and the power producers 
is so unrealistic that bans and prohibition orders could 
very likely lead to the shut-down of small or marginal 
industries . If oil and gas use is not prohibited. the 
conversion program will translate to a tax on energy for 
producers , and an inflationary rise in services and 
products for consumers. 

The Cost i n  E n e rgy 

In  the estimation of engineering experts , however, the 
conversion program will not sa ve any energy. The utility 
industry estimates that pollution control devices which 
are currently unnecessary with clean-burning oil and gas 
could add an additional 10 percent to the cost of a new 
power plant. In addition, if the cost of reduced energy 
productivity resulting from unproductive pollution 
control technology, plus the cost in energy to produce the 
scrubbers and other paraphernalia were added to the 
energy balance of conversion, there is virtually no 
savings ! 

By substituting coal, therefore, the cost of electricity is 
increased, whereas the supposed motivation was to 
replace expensive, (supposedly scarce) oil and gas with 
"cheaper" coal.  

N ew P rod uct ion Costs 

Ernest S .  Robson, vice president for energy and 
materials management at Monsanto Company has said 
that most boilers burning natural gas can't be converted 
to coal use, since a plant would have to install 
"unloading, conveying, storage, ash-handling and air
cleaning equipment ."  He estimates that the cost of a 
coal-burning system would be four times that of an 
equivalent gas-burning boiler. 

Testimony submitted by the American Iron and Steel 
Institute before the Subcommittee on Energy and Power 
of the Senate Committee on Interstate and Foreign 
Commerce on May 25 asserted that, " . . .  retrofitting 
present gas or oil-fired boilers to use coal is at best 
inefficient, due to the small combustion space and lack of 
ash hopper and soot blowers in these units . Futhermore, 
it is probably impossible to convert present gas and oil
fired boilers to coal without a loss in capacity of about 50 
percent so these conversions would also require new 
boiler installations j ust  to maintain present 
capabilities . "  In other words ,  if steel companies were to 
go along with conversion through rebuilding existing 
boilers they would eliminate half of their capacity ! 

A statement by the American Boiler Manufacturers 
Association, submitted to the subcommittee on May 27 , 
made the case even stronger. " If the unit was not 
initially designed for future coal-firing, gas-to-coal or oil
to-coal conversion, conversion of an industrial or utility 
boiler . is virtually impossible and totally im
practicable, both as relates to economic feasibility and 
boiler capacity, which can be reduced as much as 60 
percent. All design paramters are radically different: a 
coal furnace is usually twice as large . . .  , extensive and 
expensive pollution control equipment, coal pile area, 
etc . This situa tion really m eans boiler replacem ent. "  
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They conclude that even if the steel and other in
dustries could afford to replace their boilers . the boiler 
manufacturers could not produce at that rate ! Moreover. 
many industrial and utility facilities that have never 
burned coal have no access to rail  lines .  meaning coal 
would have to be delivered by truck.  the entire program 
becomes one so physically and economically costly as to 

wreck industry. 
Even the National Coal Association. which one would 

assume would be thrilled with this  new-found importance 
for coal. has attacked the proposed bill as having 
devastating economic consequences.  and completely 
unrealistic goals for the coal industry itself. 

- Marsha Freeman 
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LABOR 

George Meany And The 

American Federation Of layoffs 

With his keynote address  - excerpts of which are 
reprinted here - to the biennial AF L-CIO Convention in 
Los Angeles Dec. 8, AFL President George Meany has 
fulfilled the fondest expectations of the extreme " left"
liberal wing of the Democratic Party, associated with 
City of London intimate Vice-President Walter Mondale.  

LA BO R N EWS 

Meany's  speech emphasized protectionist trade wars 
( including an end to the export of technology) , labor
intensive Humphrey-Hawkins public works jobs,  and a 
demand for an end to tax credits for industries which 
invest abroad. An outstanding omission in the speech, 
which has deeply disappointed AF L-CIO rank and file 
and local trade-union officials , was his failure to give 
even a nod to nuclear energy development and industrial 
development generally. 

The zero-growth, antitechnology tenor of the con
vention represents no substantive change in the 
longstanding policy commitments of the aging Meany 
and Secretary-Treasurer Lane Kirkland. Although trade
union locals,  particularly among the Building Trades ,  
looked to this labor convention t o  launch a fight for in
dustrial growth and nuclear development, Meany and 
Kirkland had signaled their intention to go instead with 
hyperinflation and Humphrey-Hawkins . 

Meany' s  1 2-page preconference report emphasized 
those programs,  as did the outcome of the recent con
ference of the Building Trades them selves, which ended 
Dec.  2 in Los Angeles with an extremely weak resolution 
endorsing, not fission development overall ,  but solely the 
Clinch River breeder reactor progra m .  At the time 
Building Trades President Robert Georgine, under 
Meany's thumb,  announced he would exclude from his 
speech "important topics . . . l ike energy and the no
growth cult. " 

The speakers ' roster underscores the policy line of the 
Convention, filled as it is with addresses by Energy 
S ecretary Schlesinger - who simply lied to the audience 
Dec. 9 when he announced he was pronuclear and 
progrowth , Mondale , HUD Secretary Pat Harris , Labor 
Secretary Marshall , Fabian S enator Daniel Moynihan 
(D-N.Y. ) ,  and Urban League head Vernon Jordan. A 
morbid sort of comic relief is to be provided on the 

provocative "human rights " question by the so-called 
Soviet dissident Vladimir Bukovsky, and by California' s  
Governor and solar power crank Jerry Brown. 

Another potentially dangerous theme of the convention 
is  Lane Kirkland' s  twin pet projects of labor law reform 
and Southern organizing campaigns.  This thrust 
threatens to provoke a spurious and unnecessary con
frontation between labor and m anagement over the right 
to organize versus the right to work . That confrontation 
is rounded out by the activities of the right-to-work 
fanatics in the National Association of Manufacturers . 
NAM President and rabid anti-trade-union ideologue R .  
Heath Larry i s  barnstorming across the Midwest giving 
speeches on "How to keep your factory, shop or store 
free of unions . "  Larry has lately recruited United Auto 
Workers President Doug Fraser to participate with him 
in Mutt-and-Jeff debates over labor ' s  right to organize, 
and is  now urging " austerity" against industry and labor 
alike.  

The U . S .  Labor Party has issued a statement on the 
s ignificance of the convention which reads in part : "To 
the extent he pursues these policies ,  Meany does not 
speak for American labor. What he proposes would turn 
the AFL into the American Federation of Layoffs . 

" The manipulated confrontation between labor and 
industry, into which the likes of Meany and Larry are 
leading the country, is a direct counter-organizing 
deployment to the efforts of the USLP and industrial 
spokesmen like Bil l  S imon to forge a labor-industrial 
al liance based on expanding industrial and nuclear 
energy development. R. Heath Larry ' s  anti-unionism no 
more represents the interests of industry than Meany 
does those of labor. In fact, in an expanding economy it is 
in the vital interests of industry as well  as labor that the 
working class be organized in trade unions . "  

The official AF L-CIO response to Labor Party 
organizing was the passage Dec .  9 of a resolution slan
dering the Labor Party and warning trade unionists to 
stay away from that organization (see below) . 

The general response of unionists ,  especially in the 
Building Trades and International Brotherhood of 
Teamsters , has been that George Meany has no business 
dictating to them,  on the basis of his obvious s landers of 
the USLP,  whether or not they can work - as they have 
- with the Labor Party. 

Teamsters leaders are reportedly considering a public 
statement dissociating themselves from the AF L 
resolution, which they interpret as an attack on the IBT 
for its r€ lations with the Labor Party. 
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Mea ny Cou p l es Export Cu rbs 

To De m and For Protect i o n  i sm 

Eighty-three-year-old AFL-CIO President George 
Meany is not only seeking stepped-up protectionist 

m easures by the U. S. , but now wan ts curbs on high-tech
nology American exports as well, claiming such 

m easures are the key to "full employm ent. " This was 
Meany's message to the opening session of the labor 

federa tion 's 12th biennial con vention Dec. 8 in Los 
Angeles. 

Excerpts from Meany's remarks follow: 

. . .  When we in the labor movement speak about human 
rights our definition extends way beyond the First 
Amendment rights of free speech. free press .  and the 
freedom to worship . We believe in the human right to a 
job for all workers able and seeking work with decent 
pay and working conditions .  That is  why the greatest 
commitment that this nation can make towards human 
rights at home is full employment . . .  To us unemployment 
is  not only a waste - it is a denial of human rights . . .  

. . .  Foreign trade i s  the guerrilla warfare of economics 
and right now the United States is  being ambushed. One 

Reso l u t i o n  Before AFL-C I O  Ba rs 

Co l labo rat ion  Wi th Labor Pa rty 

Resolution Num ber 1 04 before the na tional AFL-CIO 
Convention which began in Los Angeles Dec. 8, seeks to 

bar collabora tion between all AFL-CIO locals and affil

iates and the U. S. La bor Party. The text of the resolution, 

submitted by delega te John J. Driscoll of the Connecticut 

Sta te Labor Council and titled " Unmasking the U. S. 

La bor Party, " reads as follows : 

Whereas a group calling itself the U . S .  Labor Party 
continues to masquerade in the guise of a political party 
which has some connection with organized labor. This 
organization is not recognized by any legitimate 
American union and has no connection with any real 
labor leaders in this country. Some union members have 
been deceived by the title assumed by this  group and 

by one our manufacturing industries are being picked off 
and now the target is the steel industry. What is  most 
galling is that the imported steel is  cheaper not because 
United States wage rates are so much higher but because 
foreign countries subsidize their steel industries so they 
can undercut United States companies .  Of course.  when 
the United States steel industry is destroyed. the United 
States would become dependent on foreign sources and. 
without a steel industry of our own, the foreign countries 
could charge whatever they want. 

. . .  In an era of c losed economic and multilateral 
corporations who operate like Barbary Pirates the 
United States sticks stubbornly to old policies that are no 
longer appropriate . . .  When a United States firm sells its 
latest technologies to a foreign country . . .  they are ex
porting jobs that technology could produce right here at 
home . . .  Imports must be regulated. Antidumping laws 
must be swiftly enforced . Tax breaks that encourage 
United States firms to go abroad must be cancelled. The 
United States must make it clear to every other nation of 
the world : the use of tariff or non-tariff barriers to bar 
United States products will  result in swift retaliatory by 
this government. 

. . .  Free trade is a j oke and a m yth. And a Government 
trade policy predicated on old ideas of free trade is worse 
than a j oke - it is a prescription for disaster. The answer 
is fair trade. do unto others as they do to us - barrier for 
barrier - closed door for c losed door. 

have permitted its agents to address meetings of union 
members . The latest ploy of this group is to tell building 
trades union leaders that it is strongly in favor of nuclear 
power. and parades as "the only political party in favor 
of constructing nuclear power stations . "  The advocacy of 
nuclear power is a non-partisan issue and has the support 
of leaders in both major parties as well as the AF L-CIO ; 

and Whereas the national leaders of the so-called 
Labor Party have been identified as a small group of 
extremists one of whose stated aims is the overthrow of 
the present leadership of American unions on the basis of 
some pseudo-Marxist aim .  This group seems to have 
p lenty of money to spend although the sources of its funds 
are not known . 

Therefore be it resolved that this Convention of the 
National AF L-CIO go on record as advising all of its affil
iates to have nothing to do with the so-called U . S .  Labor 
Party. And be it further resolved that the national AFL
CIO maintain a continuous monitoring of the activities of 
this  group and expose its findings to all affiliates at ap
propriate intervals .  
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Terrorist Lawyers Fronting For 

Tea mster Dissidents 

Spokesmen for the Teamsters for a Democratic Union 
(TDU) here report that the National Lawyers Guild 
(NLG ) ,  a key component of the terrorist support network 
in the United States , is coordinating a legal deployment 
on behalf of TDU candidates for local Teamster office 
across the country. The well-funded operation consisting 
of more than 75 attorneys banded together in " Lawyers 
for the TDU "  with back-up from N LG-member law 
students , is  reportedly " ready to go with m ajor election 
fraud cases to tie the Teamsters in knots . "  One source a 
NLG member, boasted that the lawyers are already 
coordinating with allies in the Labor Department. 

E N E M I ES O F  LA BO R 

The NLG,  which has organized defense for almost 
every countergang and environmental  saboteur 
deployed by the Institute for Policy Studies, Ralph 
Nader, and similar "controller" operations in the in
ternational terrorist network, was said by  the member 
" to have a vital stake" in labor " rank-and-fi le" reform 
movements like the TDU and its parallel organization, 
the FBI-Ralph Nader hybrid P R O D .  

" W e  are becoming the legal spokesman for these rank 
and file diss idents , "  said an NLG member.  "We are their 
protectors . . . .  " 

NLG 's Goa/s 

The goal of these legal terrorists .i s  to synthesize " labor 
leaders" who can then be merged with Nader, Barry 
Com moner, and similar radical environmentalists to 
form the core of an American fascist movement ; the so
ca lled rank-and-file election campaigns are intended by 
legal and extralegal means to subvert any proprogress 
tendencies in the labor movement.  

The fascist NLG, who . passed a resolution to support 
the TDU "by every means possible" at their most recent 
convention , is following the script used by IPS and Joe 
Rauh, Jr. i n  directing the " rank-and-fi le" insurgency 
that has w -:: i\.ed the United Mineworkers union and the 
campaign of E d  "the Fed" Sadlowski to take over the 
United Steelworkers . In fact ,  this newspaper has learned 
that Joe Rauh has decided to let the NLG and its " left
wing lawyers" handle the TDU operation, while he,  
Rauh, is running the PROD operation with Ralph Nader. 

The fascist movement in embryo gathered in Chicago 
last weekend for two conferences . At the national 
planning meeting of the IPS-created Mobilization for 
S u r v i va l ,  an u m b r e l l a  " a c t i o n - o r i e n t e d "  e n
vironmentalist grouping, 300-400 hippies heard IPS ' s  
R ichard Barnett and nuclear terrorist S a m  Lovej oy lay 
out next year's  antinuclear strategy. Across town , Ed 

Sadlowski,  Barry Commoner and others gathered to 
discuss a " strategy for a New A m eric a , "  at a conference 

. sponsored by the counterculture rag In These Times. 
Observers at both events noted that many participants 
had apparently shuttled from one m eeting to the other ; 
in both cases, individuals active in the TDU-PROD 
conspiracy were present. 

Pretty Boy Pete 

It was not known whether Pete Camarata , the TDU 
P R O D  member running for Vice-President in Teamster 
Loca l  299 here, found time to attend the conference ; 
sources c lose to Camarata, who is also a member of the 
International Socialist sectlet , report that he is a "big 
supporter of environmental activism . "  

The controllers o f  TDU-PROD chose Camarata to be 
built into the "Teamster 's  Sadlowski" - the linchpin 
around which they will try to synthesize a national " rank 
and file" movement. While TDU sources report that they 
expect to " come close" in several local elections and that 
the NLG " wil l  harass the hell out of the union to help us , "  
i t  is  Camarata ' s  race that they want bad.  

TDU spokes men are p leased that their " friends in the 
press "  are "coming through with great stories on Pete . "  
T h e  Detroit News, which has been carrying favorable 
articles on the TDU for months now,  this week went as 
far to call  him the " heir to ( s la in  Teamster leader) 
J i mmy Hoffa" and lied that if " Hoffa were alive today he 
would be in the TD U . . . .  " 

" I f  Pete wins , "  said the NLG m ember, " It wil l  be the 
biggest thing to hit the reform movement since (the 
emergence of) Sadlowski and ( U MW President Arnold) 
Mil ler . . . .  " 

TDU SI2.0kesman:  
We Have To p-F l i g ht Lawye rs 

The following is excerpted from an intervie w with a 
spokesman for the Teamsters for a Democratic Union 
(TDU) ,in Detroit. The spokesman is a member of the 
campaign staff of Pete Camara ta, TD U candida te for 
vice-president of Local 299. 

Q: We have heard that as many as 70 percent of the 
ballots mailed out have already been returned to the 
union office.  Is that possible? 
A: I honestly don ' t think so.  I know for certain that there 
are quite a few ballots that haven' t  been sent in yet. Most 
of the men haven't  made up their m inds yet . 

Q: What is your assessment of the chances of your slate 
winning? 
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A :  By far our best chance lies with Pete Camarata . He is 
the best known of the slate and has been getting a lot of 
attention . We are also confidant that Dennis Wade and 
Walter Ruff will win as trustees . 

Q :  Are you worried about fraud? 
A :  Oh, yes . But we have a number of top-flight lawyers 
working for us and we have a lready won some con
cessions from the union . For instanc e ,  we are allowed 
one observer at the counting procedure, plus we have 
worked out whereby the post office will hold all  the 
bal lots and then release them at one time.  Little things 
like that but they indicate some i mprovem ent. 

Q:  Well ,  what about what happened at Local 237 last 

week with Holmes ? 
A :  There is no doubt that the TDU slate either tied 
Holmes or defeated him. They had massive fraud and we 
intend to go to court to overturn the results . This week 
Bob Janeida (TDU candidate who lost his election to 
Holmes by 400 votes)  will be going to court saying he was 
defrauded . . .  

Q :  Has the news media been interested i n  this campaign : 
A :  Oh, very much so.  Last weekend a New York Tim es 
reporter spent the whole weekend with us and the Detroit 
News has been giving us very good coverage . We expect 
to have a lot of TV coverage over the next few weeks as 
the election comes to the end. 

TDU Offe rs Tea mste rs 

' U n i ted Front' Vs . La bor  Pa rty 
The following is the lead article of the No vem ber issue 

of Convoy, the na tional newspaper of the Teamsters for a 
Democratic Union. Sources close to the TD U report tha t 
the m em bership of the organization is consterna ted by 
the fact tha t prior to the article 's appearance, the TD U 
Jeadership had made no response to the charges in the 
U. S. La bor Party brief, " Th e  Plot to Destroy the 
Teamsters " and feared tha t  the circula tion of the brief 
by Teamsters and others was destroying their a bility to 
organize; so far neither the TD U nor PR OD, the Ralph 
Nader-FBI-controlled coun tergang in the Teamsters, has 
responded to the substance of the charges in the brief. 

A spokesman for the La bor Party in Ne w York this 
week termed the TD U offer to the Teamster na tional 
leadership of a "united front "  against the Party "in
credible. " 

Frank E .  Fitzsim mons, General P resident 
International Brotherhood of  Team sters 

Dear Brother Fitzsimmons , 

It has come to our attention that a number of officers 
within our union are involved in distributing the litera
ture of the " U . S .  Labor Party" and specifically its 
publication "The Plot to Destroy the Teamsters . "  

The " tT  . S .  Labor Party" has nothing i n  common with 
the labor movement and it i s  not a political party. It is  a 
group of thugs and liars who are known for anti-labor 
actions such as breaking up union meeting s ,  attacking 
union members , trying to stop duly authorized strikes of 
various unions and other such activities .  

This is not  only the opinion of TDU,  but  also of the of
ficers of many major union s ,  including the United Auto 
Workers and United Steel Workers.  The Steelworkers'  
Steel Labor of June,  1 975 describes them as " the makings 
of a fascist movement . "  The publication, " The Plot to 
Destroy the Teamsters" is  a perfect example of the " Big 
Lie" technique . This publication claims that the Rocke-

feller family is leading a "plot" that includes President 
Carter, Ralph Nader, the F B I ,  the CIA,  as well as the 
AF L-CIO and Teamster rank and file organizations .  This 
bizarre c laim is liberally sprinkled with incredible 
s landers . 

Copy of letter to : General Teamsters. Warehouse 
and Dairy Employees Union Local No. 126 Fond Du 
La c. Wisconsin 

Dear Sir and Brother. 
Enclosed. please find a report put together by the 

U . S .  Labor Party in regard to the Teamsters Union. 
Please read this report. because it has some very 

interesting information contained in it. 
If,  after reading this report, you have comments 

to make, please feel free to write to the undersigned 
giving your views . 

Fraternally yours , 
Donald F .  Wetzel 
Secretary-Treasurer 
Teamsters Local 126  

The disturbing part of  this story i s  that the "U . S .  Labor 
Party" claims in their October 25 ,  1 977  publication that 
some 60 ,000 copies of their " Plot to Destroy the Team
sters " booklets have been sold to Teamster locals or 
affiliates .  Evidence obtained by this  office substantiates 
that in some cases Teamster officers are indeed distribu
ting it and even using union funds .  Enclosed is a copy of a 
letter, mailed to a number of m embers of Local 126 in 
Fond Du Lac , Wisconsin by Secretary-Treasurer Donald 
Wetzel .  E vidence is that union funds paid for this anti
labor hate literature and its mail ing.  Further evidence 
exists that the officers of Local 641 , Jersey City, New 
Jersey, allowed the " U . S .  Labor Party" to display their 
m aterials at a local union meeting.  
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While we often disagree with the policies of the current 
leadership of the IBT, we feel we should be able to agree 
that the organization calling itself the " U . S .  Labor 
Party" and its literature should not be promoted by any 
union officer or subsidized by any union treasury. 

We urge you to inform all  Teamster officers about this 
organization and its literature . We call on you to urge all 
officers and affiliates that are distributing this material 
to stop doing so.  We further ask that you inform us of the 

relationship of the International Union to the " U  . S .  Labor 
Party" or its l iterature, past or present. Any association 
whatsoever is to the discredit of the International, as is 
any failure to inform all affiliates about this organ
ization. 

S incerely,  
Ken Paff 
National Secretary, TDU 

Miners, Owners Walk Into Strike Trap 
More than 1 50 ,000 members of the United Mineworkers 

union (UMW) struck this week when their contract with 
the Bituminous Coal Operators A s sociation expired.  

S P EC I A L  R E PO RT 

Within hours,  the Wall Street-controlled media carried 
reports of scattered violence between union and non
union miners in Utah and in Ohio.  While the incidents are 
relatively minor at this t ime,  they portend worse things 
to come. Highly reliable sources in the U . S .  intelligence 
community indicate that terrorist networks ,  under the 
overall  control of the Institute for Policy Studies , are 
"ready and in place" in the UMW and in various mining 
regions , especially in the West, in West Virginia and in 
Kentucky. Such networks masquerading as angry rank
and-file miners are prepared to commit acts of sabotage 
against nonunion mines and against railroads that 
transport nonunion coa l .  If these " low-intensity 
operations" achieve their intended effect, then energy 
czar James Schlesinger wil l  be provided w ith the excuse 
he needs to activate "crisis  m anagement" energy 
distribution plans, developed by planning task forces 
under the rubric of the Energy D epartment ' s  so-called 
Winter Energy Emergency Plan (WEE P ) . 

The UMW and the coal operators are manipulated 
pawns in this overall  gameplan ; the optimal  situation -
from Schlesinger' s  standpoint - is to " keep the pot 
boiling" for as long as possible - i . e . ,  have a nice long 
strike, which leaves open the maximum number of 
possibil ities . 

At this point, most observers estimate the length of the 
strike as l ikely to be anywhere from three to six months .  
UMW President Arnold Mil ler  said hours after the strike 
began that he expected to be out for six months .  If any of 
these estimates prove correct,  the strike would com
pletely deplete reported stockpiles of coal amassed by 
both industry and power utilities ,  forc ing mass ive layoffs 
a n d  econo m i c  d i s lo c a t i o n . T h e  a c t i v a t i o n  of  
S chlesinger 's  coal-field terrorists could speed up this 
chaos , as could a colder-than-expected winter . Already 
there are reports of " roving pickets" that have shut 
down some nonunion mines in four states .  

Spokesmen for Midwest uti lities expressed fear this 
week that their stockpiles m i ght become the target of 

terrorist violence and sabotage,  portrayed as " strike 
support" activity by any one of the several IPS
controlled countergangs . 

Factors Leading to Chaos 

National media are deliberately trying to manipulate 
the s ituation to give Schlesinger the "trigger" he needs 
for an energy dictatorship .  

The East Coast press ,  aside from focusing on the 
whatever violence can be instigated, have repeatedly 
attempted to portray the UMW as " weak" and unable to 
withstand a long strike ; both the Ne w York Tim es and 
Washington Post have carried editorials which argue 
that it is primarily the UMW that wi l l  suffer in the strike . 
Such editorials encourage a " hard line" against the 
union from the neanderthals who m ake up the BCOA. To 
the extent that the BCOA people think that they can get 
away with destroying or severely weakening the already 
weak union, one knowledgeable source said this week, 
" They wil l  go in for the kil l  . . .  they will make no com
promise and take a long strike . . .  " Our sources also 
report that the lies put out by  the aforementioned 
newspapers and sim ilar media,  to the effect that "the 
m iners ' strike wil l  have almost no effect on the 
economy, " are creating a cl imate that will  inhibit in
tervention into the s ituation to cool things off by saner 
industrialist and banking factions .  

I f  the strike goes beyond a month, the UMW has an
nounced that all benefits to pens ioners and health and 
welfare payments will  be cut off due to depletion of 
funds ; the UMW has no strike fun d .  This wil l  feed the 
demoralization in the UMW rank and file, and give IPS 
operatives additional openings to foment violence. 
Despite this ,  stupid spokesmen for the BCOA continue to 
talk about " lasting the UMW out . "  

The Mil ler U M W  leadership, s ynthesized b y  I P S  and 
now weakened by its operations ,  is  the perfect coun
terpoint to the stupid BCOA . M iller has adopted the 
demands of IPS-inspired wildcatters for "decen
tralization" through the local right to strike : a leader in 
the UMW opposed to Miller termed this act " suicide for 
the union" and a " capitulation to the disruptors and their 
chaos . "  

The BCOA has indicated that they will  never give in to 
the demand. And Miller has created a situation in which 
attempts to bring back a contract with the " local right to 
strike" wil l  al low the "wildcatters" to cry " sell out" and 
steal what remains of the union out from under him . 
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U . 5 . La bor Pa rty- :  

Report Fro m W.  Vi rg i n ia Coa lf i e lds 

Jam es Gelvin, the Western Pennsylvania tour coor
dina tor for the u. s. La bor Party, spent two days in 
Charleston, West Virginia last week, consulting with 
press, tra de union , in dus try, a n d  go vernment 
representa tives on the na tional implica tions of the 
United Mine Workers (UMW) strike. R eproduced here 
are excerpts of an interview with Gelvin on the results of 
tha t  trip. 

Q: Wha t  was the purpose of your visit ?  
A :  W e  went t o  West Virginia primarily t o  probe reactions 
to the miners' strike , and · especially to meet with the 
press .  In the course of our two days there, we had 15 inter
views , including one 45-minute radio broadcast and one 
newspaper and two television interview s .  We also met 
with the state head of the AF L-CI O ,  representatives of 
the Teamsters and Building Trades union , the c ity 
Chamber of Commerce and S tate Chamber of Com
merce, the Association of Manufacturers .  and with the 
office of the President of the S enate of the West Virginia 
legislature . 

Q: Wha t  was the popula tion 's reac tion to the strike ? 
A :  They are scared, very scared . We were told that in 
Districts 17 and I of the UMW - the districts most in
fested with the provocateur Miners ' R ight to Strike group 
- the workers are expecting bloodshed . It was c lear that 
in Charleston, where District  17 is based, the people are 
armed to the teeth . People in the streets were trying to 
make "l ight" of the situation - like one woman who 
j oked, " I  should drop dead between now and Tuesday 
(Dec.  6 )  before the benefits expire . "  

The most telling reaction, however, was a deep 
suspicion of outsiders . It is  com mon knowledge through
out the area that the force behind the m iners'  strike is the 
Revolutionary Union and October League abomination, 
the Miners'  Right to Strike group . The suspicion of 
"outside" interference is rampant.  In fact while we were 
meeting with the State Chamber of Commerce, they 
were calling our Pittsburgh office to make sure that 
James Gelvin really was a member of the U . S .  Labor 
Party. 

Q: Wha t are the other unions doing around the strike ? 
A :  There were two characteristic responses exemplified 
by the State AF L-CIO representative and the Building 
Trades people.  The AF L-CIO leader was acutely aware 
of the operation to destroy the UMW through strikes l ike 
this one , readily agreeing that the same networks that 
destroyed the Autoworkers and that are trying to destroy 
the Teamsters are at work on the m iners - people like 
Joe Rauh, and the Rogovin. S tern. and Huge crew. 
However. he emphasized that as far as the rest of West 
Virginia labor is  concerned (and there is  a very strong 
union base there in the Building Trades,  steel. oil and 
chemical workers )  the UMW phenomenon does not pose 

much of a problem. If anything. it is looked at as a 
renegade union that needs to be quarantined to keep the 
internal rot from spreading to other unions . But what 
particularly stood out in the AF L-CIO leader 's  remarks 
was his receptivity to the national implications of the 
strike and what can and should be done about it. In 
particular. he was very open and favorable to our 
nuclear energy development program .  saying he would 
raise it with others at the upcomong national conference.  

The opposite reaction stems from the vicious mani
pulation of the backward " mountain" ideology prevalent 
within the UMW rank and file.  The profiled response is 
very localist.  to the point that Building Trades reps de
nied the need for nuclear energy because West Vir
ginia is a coal state . We were told point blank by the 
same reps that yes, the m iners' strike is being 
precipitated by the Miners'  R ight to Strike ; yes. the 
strike will  destroy the union . But the miners are gutsy 
fighters.  Gutsy fighters in the style of the Hatfields vs. 
the McCoys . where no one reme mbers why there is a 
feud. In fact. there is an almost religious regard for 
picket lines ; five guys can bring out an entire district. 
even though it is obvious that those five guys are being 
deployed by the RU or OL right off the University of West 
Virginia campus at Morgantown. 

Q :  Wha t  a bout the industrialists you met with ? 
A :  They were very receptive to our programmatic 
materials .  but they feel very isolated in a somewhat 
s imilar way to that reflected with the Building Trades 
people.  For example.  some of the members of the 
Manufacturers Association had sent several telegrams 
to Congress supporting a broad-based energy policy. 
including nuc lear energy developm ent. But when push 
comes to shove. or when it comes to West Virginia. their 
reaction was "the legislature would kil l  us if we pushed 
nuclear energy" because this is a coal state . 

As far as the Bituminous Coal Operators Association is 
concerned. it seems there is a faction fight taking place 
three. On the other hand. there is a group committed to 
waiting out the UMW. sitting back on their stockpiles of 
coal until the union collapses and then negotiating 
district by district. On the other hand. there is a group 
looking for another way out of the situation. and finding 
that in part by reading our material .  

Q :  Ho w was the press co verage of your trip ? 
A :  On the whole.  the press representatives were far and 
away the most cosmopolitan of the people we spoke to . 
They had a very sharp sense of how the strike had been 
set uP . how it fit in with Energy Secretary Schlesinger's 
winter energy emergency (WE E P )  scenario. and what 
would be needed to solve the strike in a positive way. On 
the WEEP question. in particular. the AP bureau ran a 
wire based on an interview with us after okaying it with 
their Washington office ;  s imilarly the Daily Mail ran a 
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straight column on what the economic consequences of 
the strike would be. Generally speaking, the press 
carried our analysis of the WEE P  question as the most 
obvious answer to why the strike is  taking place at this 
point . 

But I think two examples wil l  give you the best sense of 
how the press handled our interviews . In a broadcast 
interview with TV station WSAZ , the interviewer was 
quizzing us on the RU and OL links to the Miners Right to 
Strike crew. He first asked if the Labor Party was 
communist, and when we explained the humanist 
tradition our organization represented, he asked the 
obvious question, well,  aren' t  the RU and OL communist 
organizations ? His jaw dropped as  we proceeded to 
explain that in fact these groups were Maoist advocates 
of pick and shovel technology, while the u . s .  coal in
dus try could stand to learn some lessons from the ad

• anced long-wall mining methods and MHD ex
perimental technology work now taking place in the 
S oviet Union . 

The other example is our 45-minute radio interview on 
one of the Charleston stations . The interviewer prefaced 
his questions to us on energy policy by noting that the 
Charleston mayor is an advocate of solar energy , while 

Governor Jay Rockefeller is  pushing coal and gas 
development. What we did was to outline a $lOO-billion 
energy development policy, which would take the fullest 
advantage of West Virgini a ' s  coal resources through the 
introduction of advanced m ining techniques such as MH
D and advanced steelmaking processes , such as the 
Jordan process .  But most important of all ,  we stressed 
over and over again that what is  happening to the UMW 
and to West Virginia is  not unique . 

To make matters worse - if it is indeed possible to do 
that - Miller is now reportedly being " led around by the 
nose" by so-called labor economist  and top labor coun
ter-insurgency agent Stanley Ruttenberg and " lawyer" 
Harry Hugo , of the law firm that handles IPS,  Rogovia, 
Hugo and Stern . Both these individuals are playing a 
maj or role in the negotiations - thereby all but insuring 
that in the words of one observer, " without the direct 
intervention of God Him self, " no real progress  will  be 
made.  

It appears therefore that the 20-year proj ect of IPS and 
its controllers to destroy the United Mineworkers union 
of John L. Lewis is  in the final stages .  Said one union 
leader, " I f  we can't  turn the current situation around, I 
give the UMW six months to live . . .  " 

Reco m m e nded Law F i rm 

Be D isq ua l i f i ed I n  UAW Su i t  

NEW YORK, Dec . 5 - Federal Magistrate Kent S inclair 
has recommended to Federal Judge Lawrence Pierce 
that the law firm of Cowan, Liebowitz and Latman, plus 
the United Auto Worker's  former General Counsel ,  
Steven Schlossberg, be disqualified from further par
tic ipation in the union 's  $60 m i llion lawsuit against the 
National Caucus of Labor Comm ittees,  Counsel for the 
NCLC was notified today. The suit is now pending before 

Judge Pierce in New York ' s  Southern D i strict Federal 
Court. 

Magistrate S inclair ' s  "Report and Recommendation" 
responds to a motion by NCLC attorneys that the law 
firm and Schlossberg be disqual ified in the case. The 
motion also sought to disqualify F B I  informant Gregory 
Rose 's  testimony as a witness for the UA W, while 
seeking dismissal of the entire lawsuit .  The motion was 
made following the revelations that Rose was to appear 
as a key witness for the U A W in the case . 

Rose is a former member of the NCLC who was ex
pel led from the organization . According to F B I  docu
ments subsequently released to the NCLC,  Rose was an 
F B I  informant while a member from May 1 9 7 5 .  While 
Rose was a member of the NCLC,  he was directly in
volved in strategy discussions with the organization' s  
counsel for the U A  W suit, and served as a liaison between 
the security and legal staffs on the case.  It  has also been 
al leged that Rose stole work product from one of the 
NCLC's  attorneys . 

The NCLC also put into evidence before Magistrate 

S i n c l a i r  num erous doc u m ents  released to the 
organization under the Freedom of Information Act, 
showing that Steven Schlossberg , while U A W counsel 
sought to use Rose ' s  tainted " information" about the 
organization . In 1 97 5  Schlossberg vis ited Attorney 
General Edward Levi with wi ld  allegations about 
purported plots by the NCLC to assassinate Leonard 
Woodcock and Nelson Rockefeller.  Schlossberg ' s  visits 
with Levi followed attempts to enlist previous Attorney 
Generals ,  the F B I ,  and the Department of Labor in 
prosecutions of the NCLC parallel  to the UAW ' s  efforts in 
its southern district action . 

"In tegrity of the Bar "  

Magistrate S inclair relies o n  two recent second circuit 
dec isions,  Hull v. Celanese and The Fund of Funds, L TD 
v. Arth ur Anderson and Co. , aimed at "preserving the 
integrity of the bar before the public , "  in his conclusions 
that "there is no principled distinction to be drawn 
between the duties of a lawyer concerning withdrawal 
based on whether the source of his adversary ' s  confi
dences is  a c l ient, or as here, a witness . . . .  " "Here there is 
a dispute between Rose 's  affidavit' s claim that no 
privileged communication ever passed in his presence 
during his tenure at the NCLC and the defendant' s  af
fidavits which suggest that on many occasions such 
communications were had in Mr .  Rose 's  presence . . .  The 
facts here show at present only the more l imited instance 
of a former assistant in the employer ' s  own legal en
deavors , indeed involving in some respects the very 
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same litigation pending at the t ime of his  former employ
ment . . .  thus defendant' s  motion to disqualify counsel and 
their respective firms should be granted . "  

The U AW's attorneys wil l  have 1 0  days to file ob
j ections to Magistrate Sinclai r ' s  ruling at which time 
Judge Pierce wil l  make a final determ ination. The 

Magistrate reported to Judge Pierce that he saw no need 
to hold an evidentiary hearing on the matter or any need 
to bar Rose' s  testimony as a witness at trial .  

- Barbara Boyd 

I BEW Backs N uc l ea r  E ne rgy 

The Decem ber issue of the I B E W  Journal ,  the official 
publication of the Interna tionai Brotherhood of Electric
al Workers, carried a strong endorsement of nuclear 
power. Following are excerp ts from the article, entitled 
"Are Nuclear Power Plants Needed? Yes ! "  

Summer i s  that time of the year when l ighthearted 
activity prevails .  Perhaps this  is due to the rapid rise of 
temperature and humidity which grips much of the 
nation, thus giving pause to weighty matters . This past 
summer some lighter fare was provided by those who 
demonstrate against nuclear power.  

Nationwide protests which took months of advance 
p lanning by obstructionists were scheduled for the 32nd 
anniversary of Hiroshima.  These proved not to be ex
plosive events (as were Hiroshim a  and Nagasaki) but 
more of a fizzle. 

At Browns Ferry, obstructionists were out numbered 
by reporters 10 to 1 (2  obstructionists-20 reporters) .  At 
Diablo Canyon , Captain Plutonium II swam ashore to 
take over the faci l ity ! He was merely arrested for tres
passing . . .  

All  summer activities was not a s  frivolous and the 
atom was hard at work doing what it does best, making 
electricity . . .  

The atom has proved itself during the extreme weather 
conditions that have prevailed in the past year and for 
this  very reason the obstructionists are experiencing less 
and less success with their reasoning tactics that nuclear 
power is unsafe .  The facts tell another story . 

Until recently the struggle against nuclear power was 

centered in the United States .  However, obstructionists 
have now moved operations north of the border in an 
attempt to stop Canadian nuclear power development . 
An obstructionist is an obstructionist regardless of 
c itizenship.  His goals  are the same : stop industry, 
achieve zero growth, and increase unemployment . . .  

Tactics are the same on both sides of the border ; they 
use emotion, not logic . Labor must be convinced to 
commit  suicide . What the obstructionists don' t  realize is 
that the hard hats belonging to IBEW members do not 
cover soft heads .  For IBEW goals to be achieved , there 
must be growth . Fuzzy thinking obstructionists are not 
going to convince us otherwise.  Unemployment rates in 
both nations are too high. No gro wth m eans no jobs . . .  

During October, 1 977 the Saskatchewan Federation of 
Labor held a special convention concerning uranium 
m ining, Saskatchewan' s  organized labor pointed the 
way . . .  Resolutions were then presented to the convention 
on the issue. In Canada as in the United States there are 
obstructionists in labor. ( Leading opponents of nuclear 
energy in Canada in particular are the United Auto 
Workers and the Canadian Union of Public Employees 
-ed . )  Obstructionist labor delegates proposed a 
(uranium ) mining moratorium . After much debate, it 
was defeated by a vote of the convention . . .  

The IBEW continues to support the expansion of the 
nuclear industry as a means of solving the world energy 
cris i s .  It is the I BEW's opinion that nuclear power is 
safe, reliable, environmentally acceptable, and the most 
economical way to meet the electrical needs of our two 
nations.  
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SOVIET SECTOR 

The Cris is  Of The Sov iet F ive�Yea r P la n  

The following critical analysis was issued Nov. 30 by 

Lyndon H. LaRouche, Jr. , chairman of the U. S. Labor 

Party. 

At this moment, the balance of visible current Soviet 
leadership efforts towards implementing the new Five
Year Plan adds up to a display of appalling in
competence .  Despite some evidence of sharp critic ism 
and counterpressure from Soviet and Eastern European 
"traditionalists " ,  for the moment the Soviet leadership 
majority is p lunging down a road leading toward 
potential economic disaster, incidentally violating every 
hard lesson learned during 60 years of preceding Soviet 
history.  

Although the blunders being committed are best ap
praised in economic terms of reference, the origin of the 
mess is political ,  and the most i m m ediate consequence of 
the deteriorating Soviet economic policy seems outside 
of the Counci l  for Mutual Economic Assistance (CMEA) 
sector itself is a pattern of increasing the panicky flip
flops in Soviet foreign policy posture. I t  should be em
phasized, the misconceived present Soviet economic 
policy will  not last. The disastrous effects of the current 
Five-Year Plan effort on both Soviet and CMEA 
domestic and foreign relations wi l l  become a major and 
growing issue within the CMEA sector very soon . At 
some future point, relatively soon on the historical scale 
of development, "heads wil l  rol l "  because of the mess 
now being created. The sort of cris is  this portends is not 
the sort of development which should make the Soviet 
Union 's  neighbors particularly comfortable in their beds .  

. . .  For the momen t the So viet leader
ship majority is plunging do wn a road 
leading to ward . . .  disaster, . . .  viola ting 
e very hard lesson learned during 60 
years of preceding Soviet history. 

There are four basic points to be understood . In part, 
the present Soviet disorientation is  rooted in traditional 
errors of Leninist analysis  concerning both economic 
theory and the interconnection between Sovie t  internal 
economy and economic pulsations in the capitalist 
sector. Secondly, overlapping the effects of that cited 
shortcoming, excepting the special case of Poland, all  of 
the chief economic problems of the CMEA sector today 
are variously direct and indirect consequences of the 
ongoing ,  now approximately ten year-old crisis of the 
Bretton Woods system.  Thirdly, these two problems are 
monstrously aggravated by a massive,  British-oriented 
internal subversion within the Soviet leadership , in
fluencing a Soviet regression toward the worst 
methodological features of the old Bukharinist policy of 
the mid-1920s .  Finally,  under the heading of British and 

related subversive influences in the Kremlin, a section of 
the Soviet leadership has , in effect,  rej ected Karl Marx 
for Bohm-Bawerk and related products of the Vienna 
positivist school ,  all in the name of " s ystems analysis . "  

W e  shall now treat those four points seriatim,  thus 
laying the basis for the concluding characterization in 
which all  four points are brought into conj unction for 
assessing their combined import. 

F i rst , The S i g n i f icance Of M a rx ' s  E rrors 

As we have developed the case elsewhere, the case of 
Karl Marx as a political economist  is a contradictory 
one . His essential and essentially correct method is that 
sum marized in his 1 845 "Theses on Feuerbach, " and the 
first section, " Feuerbach, " of The German Ideology. 
Insofar as Marx ' s  analysis  of political economy 
represents an application of that method , his analysis of 
the real (non-monetary) side of capitalist production , 
distribution and accumulation are both an advance of 
knowledge within the E uropean Neoplatonic scientific 
tradition, and essentially correct. However, because 
Marx falsified history to the purpose of j ustifying the 
" English model "  of capitalist development, his analysis 
of the monetary side of capital ist  political economy is 
incompetent, and the political conclusions derived from 
that fals ified historical picture are largely in error . 

In consequence of that contradictoriness of Marx 's  
theoretical outline,  we have the following result of  direct 
bearing on problems of "orthodox Leninist analysis . "  

Marx ' s  historical appreciation o f  the importance of 
industrial capitalist developm ent is  broadly correct. He 
locates the industrial capitalist  policy of technological 
progress as both a material and m oral necessity for 
human existence .  Without the technological progress 
achieved through capital ism,  the m aterial preconditions 
for continued existence of the human species could not 
have been realized. The interconnection between 
capitalist progress,  urban-centered development and the 
fostering of scientific knowledge was morally essential 
to lift man out of the bestialized conditions of "the idiocy 
of rura l life. " On th is basis ,  Marx was procapitalist on alJ 
iss ues of current political issues up through 1 8 71 .  

Marx i s  also correct in locating formally the inner 
boundaries of capitalist development in the private 
property form of ownership of the basic means of 
production and distribution . The heteronomic (or, 
" anarchist" ) impulses intrinsic to the private ownership 
of the socialized means of production and distribution is ,  
in fact, the l imit of  capital ism ' s  self-development and the 
constant source of its vulnerabi lity to various political , 
economic ,  and related disorders . 

However,  Marx gross ly  mis j udged the lawful 
historical viabil ity of 1 9 th century industrial capitalis m ,  
and, for related reasons,  defined the transition from 
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The in terconnection be tween 
capitalist progress, urban-cen tered 
de velopment and the fostering of 
scientific kno wledge was m o ra l l y  es
sent ia l  to l i ft man o u t  of t h e  best ia l 
i zed c o n d i t i o n s  of t h e  " i d i o c y  of ru ra l  
l i fe . "  . . .  Marx was p ro ca p ita l i st o n  a l l  
i s s u e s  o f  c u rre nt  p o l i t i c a l  i s s u e s  u p  
t h ro u g h  1 871 . 

capitalism to social ism generally in terms which apply in 
fact only to exceptional cases . A s  we have developed this 
point in The Case of Walter Lippmann, the 1 9 1 7  Russian 
October Revolution is almost an ideal example of the sort 
of exceptional case to which Marx ' s  vers ion of the 
transition properly applies . 

The vicious error involved in Marx ' s  misj udgment of 
the future potential viability of capitalist development is 
exemplified by Marx ' s  dispute w ith the American 
economist Henry E. Carey during the 1 850s and 1 860s.  
Although Carey' s 1 873 text i s  philosophically un
fortunate, his earlier economic writings are correct vis a 
vis Marx , on all  those issues which Marx identifies as 
lying between them.  Marx refused to accept the fact that 
the English model of early 1 9th century capital ism was a 
savagely deformed version of capitalist development. 
S ince Marx refused to face the fact  of the 3 ,000 year-old 
reality of the struggle between monetarism and 
humanism ,  he refused to consider the potential  viability 
of industrial capitalism modeled on what Carey and 
others cal led " the Am erican Syste m . "  

With Lenin ,  the problem becomes worse .  Although 
Lenin was a Chernyshevskiian,  dedicated to Russian 
technological progress ,  his  system atic understanding of 
political-economic theory was profoundly flawed. In 
particular,  his understanding fell way below that of Karl 
Marx - as a comparison of Rosa Luxembourg ' s  In
dus tria l De velop m en t  of Pola n d  with Len i n ' s  
bureaucratical ly turgid The Capita list De velopment

· 
of 

Russia i l lustrates .  The founding congresses of the 
Communist International  adopted the doctrine of the 
" epoch of imperialist decay , "  ruling out of consideration 
the possibi lity of durable Soviet strategic al l iances with 
viable forms of advanced industrial capital ism . To of
f ic ial  Leninist doctrine ,  the d i s tinction between 
historically progressive and regressive forms of ad
vanced capitalist states no longer existed in the post- 1 9 1 7  
20th century.  

. 

Despite t h e  Leninist doctrine, in l ife the Soviet Union 
did move � ; l etimes in the direction of a better strategic 
policy.  Notable was the Rapallo agreem ent, and a lso the 
impulses imbedded in Stalin ' s  negotiations with v�n 
Seeckt,  and Stal i n ' s  thrust toward detente with the 
United States vis a vis the ene m y ,  Britain .  These ex
c eptions have been more thrusts and ge�tures ,  rather 
than a conscious correction of a mistaken doctrine. To 
the present day, the Soviet " orthodox Leninists " con
ce�ve of the self-doom of the decayed capitalist system as 
the essential strategic comm itment of Soviet pol icy.  

The corresponding points of Soviet doctrine 
·
are well

known, but inadequately understood .  

On the condition that the OECD nations brush aside the 
heritage of British monetarism in favor of the kind of 
industrial capital ism exemplified by the "American 
S yste m "  in matters of global strategy,  the CMEA nations 
and the OECD nations have a fundamental common 
political-economic interest. Under the circumstance that 
the so-called developing sector is undergoing general ,  
technologically vectored expansion of i t s  industrial and 
agricultural production, for the visible future the 
relatively advanced nations can more or less perpetually 
sustain a net, long term balance of trade surplus without 
economic contradictions or conflicts in vital interests 
among any of the nations involved in that trade and in
vestment. Large export surpluses of the advanced 
capitalist nations are the most desirable economic cir
cum stance for the CMEA nations and China. This is so, 
since expansion within the OECD nations and joint 
C M E A - O E C D  develop m ent contri butions to the 
" developing nations " means growing trade levels bet
ween the CMEA and OECD nations ,  trade levels to th e 
greatest mutual advantage. 

Nonetheless ,  Lenin 's  Imperialism says erroneously, 
this is not possible.  The Soviet doctrine concerning 
" i mperialist development" says this is  impossible. 

For related reasons ,  even the best Soviet leaders fai led 
to grasp the crucial  strategic implications of the 1 967-
1 9 77  breakdown of the Bretton Woods system . For this 
reason the Soviets have made only short-term ,  abortive 
contributions toward the establishment of a new world 
monetary system , of the type represented by the In
ternational Development Bank ( l O B )  proposal. Although 
some Soviet and other CMEA countries'  representatives 
have grasped the importance of the l O B ,  at least in 
crucial aspects , not enough of them have understood that 
well  enough to tilt the balance of Soviet policy into 
fruitful directions .  

Fluctuations in Soviet pol icy concerning a convertible 
CMEA transfer-ruble are a centerpiece for this point. 
There are two Soviet T-ruble proposals .  The first dove
tai ls  with the lOB proposal .  This is the proposal for con
vertible T-ruble balances to be used in three-way trade 
among the CMEA, OECD and developing nations on a 
gold-reserve bas i s .  The gold-reserve feature of this first 
approach is realized when the OECD nations adopt a 
gold-reserve monetary system ( w ith gold probably 
valued in the order of betweeen $250 and $300 an ounce,  
once production reaches the level corresponding to 
monetary requirem ents ) . The second T-ruble proposal is 
properly termed the " British formula " ,  under whose 
terms CMEA foreign debts prop up the inflated balances 
held through the City of London m arket. 

The Soviets have not grasped the point that during the 
post-1 972 period , espec ially from 1 975 to date, it was 
essential that the Soviets put the ruble in the balance of 
world affairs to faci l itate a drastic reorganization of the 
foreign indebtedness of developing nations along lines 
specified in the IDB proposa l .  C learly, the Soviet 
leadership did not think the strategic implications 
through . 

We are in no way exaggerating in stating that Soviet 
leaders did not think the strategic realities of the current 
monetary crisis through . A lthough this p!;,oblem is by no 
means peculiar to the CMEA countries ' leaders , Soviet 
representatives have a damnable propensity for the 
worst sort of what is otherwise known as German 
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Griindlichkeit, sometimes to the point of sham ing a Basel 
shopkeeper. They fall prey to dividing the world into 
unrelated bits and pieces ,  and then intensively 
examining each piece "thoroughly" in total isolation 
from the strategic reality as a whole .  

Another example of the same sort  of defect is  the worst 
sort of German academics whose lectures are based on 
written-out flashcards and whose scholarship often 
focuses with obsessive narrowness on a fragment of a 
mere sentence. ( I  was appalled on one occasion to wit
ness such a German academic displaying his flashcards 
on a screen, with aid of a balopticon,  and simply reading 
from his own flashcards ! )  

The Soviets should have posed the strategic problem as 
follows : 

The So viet leadership could not  bring 
itself to adopt a policy whose char
acteristic fea ture was tilting the 
balance in world affairs to bring about 
a g e n e ra l  capita lis t e c o n o m ic 
reco very. 

only significance was their prominence in Labor Com
mittee literature then being studied by Soviet and other 
CMEA countries '  officialdom . The Arbatovians and their 
London and London-allied foreign masters were in 
serious fear that the Labor Comm ittees would win the 
S oviets to the policy of " saving the capitalist syste m . "  

H ow The De p re s s i o n  
Affects T h e  Sov iet  E c o n o m y  

( a )  The capitalist monetary crisis  spiral i s  plunging 
toward a depression, a depres s ion which is  being post
poned by means which transform an ordinary depression 
into a hyperinflationary explosion of a Weimar type on a 
global scale ; 

From the beginning of its existence,  the internal Soviet 

(b) Dnly a romantic fool imagines that this wil l  lead to economy has been inevitably most s ignificantly affected 

socialist transformations in a significant number of for the worse by ebbs in the econo m y  of the capitalist 

DECO nations ; sector. Although there were several important con-

(c)  Therefore, the depression wil l  produce some sort of siderations behind the Soviet " s cissors crisis" in the 

capitalist transformation in the DECO nations ; middle 1 920s,  the breaking point was typified by the mid-

(d)  Without Soviet intervention ,  what sort of tran- 1 920s '  agricultural crisis in the U . S .  which meant a 

sformation is most probable and what are the im- softening of the world markets '  demand for - and prices 

p lications of those tendencies for the Soviets ' strategic for - Soviet grain exports . During the 1 928-1934 period, 

security situation? If the British proposals win out _ 
the collapse of the capitalist sector had savage con-

e . g . , the Witteveen , MacNamara, and other " zero sequences for those aspects of the Soviet economy which 

growth" models - the entire OECD sector and most of depended directly and indirectly on conditions of world 
the developing nations will go fascist  with a vengeance. trade. 

(e)  What alternatives to zero-growth, Schachtian S ince the slowing of the industrial growth of the in-
policies exists for the capitalist sector? ternal USA economy in the 1 957-61  recession and the 

(0 Which are viable? development of the present monetary crisis during the 
( g )  How does Soviet policy enhance the selection? middle 1 960s , Soviet and CMEA countries'  internal 
In 1 975 and 1 976 it should have been c lear to the Soviets economic growth rates have been inevitably adversely 

that Henry Kissinger's  policies represented a commit- affected by a softening of the world market. 

ment to the neo-Schachtian, fascist  alternative.  It should The case of Poland should be put to one side for this 

also have been clear that drastic ,  lOB-oriented reorg- purpose.  E specially following the 1956 crisis ,  Poland has 
anization of the capitalist monetary system was in- pursued a disastrous social and economic policy in 
dispensable as the only model of an alternative to a agriculture . As noted in other reports on this subj ect, 
fascist world order .  Unfortunately ,  in order to placate Poland ' s  agricu lture is virtually precapitalist, chaotic , 
" realist" Henry Kissinger, the Soviets - on balance - and miserably low in productivity. This is a source of 
chose the course that fostered fascist  development in the perpetual and worsening difficulties in national con-
DECO countries ,  and a hideous configuration in the sumption levels ,  overall productivity of the Polish 
"developing sector. " economy, and in the political and social byproducts of 

The Soviets were not i&norant of these strategic these wretched arrangements . This Polish problem,  and 
realities .  Yet, on balance they wi lfully adopted a course the Polish foreign debt, represent the worst internal 
which they were informed was absolute fol ly,  the course ulcer of the CMEA as a whole.  
promoting a war danger. The course leading fatally Putting this Polish problem to one side, the kind of 
toward general war they called the " path of detente . "  discussion o f  the CMEA nations '  foreign debt seen from 
What mon strous folly ! the pen of Brainard is essentially nonsensical . The 

What stuck in the gullet of the best of them was the l im itations of the CMEA countries ' ability to pay for 
ideological bogeyman to which we have referred . The high-technology capital goods imports is the l im itation 
So viet leadership could not bring itself to a dopt a policy on the demand for CMEA countries ' exports through 
whose characteristic fea ture was tilting the balance in which exports those nations m a y  earn the foreign 
world affairs to bring a bout a general capitalist currency balances to meet debt payments . The principal 
economic recovery. The idea of " saving the capitalist utility of Soviet full export potential is  for Third World 
system " is the relevant ideological block among some of development. If the CMEA countrie s '  export potential is 
the best of them . used in partnership with the DECO countries' export 

The "Arbatovians " are most keenly conscious of this .  potential for Third World agricultural and industrial 
Their attacks on the Labor Com m ittees as such were development, this combination produces substantial 
complemented by attacks  on Henry Carey, on CMEA export earnings apart from Soviet primary 
Academician V. I .  Vernadsky, and on other topics whose com modity exports. 
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In short, looking at the bottom l ine ,  the problem of the 
CMEA foreign debt balances is entirely the inability of 
the creditor nations to accept payment. This problem is  
complicated by the success of Soviet  technological 
programs.  That success involves a m uch-expanded 
division of labor with respect to the number and kind of 
industries the CMEA economies  now require . This 
capital cannot be sliced like sausage - since each kind of 
capital investment requires finite total m inimal in

vestment, without respect to the fact that only a portion 

of the created capacity is  i m m ediately required. 
A rational, balanced development of the CMEA 

economies requires econom i c  cooperation with DE CD 
nations in developing the world division of high
technology labor. Without this cooperation,  the capital 
formulas produce proliferating " bottlenecks" in the 
CMEA economy as a whole - too m uch of this capacity 
against a lack of another essential element of the overall  
process-sheet of finished production . The correlating 
result of such existing and potential bottlenecks is  a 
s lackening of the overal l  econom i c  growth rate in the 
CMEA economies .  This s lackening does not occur 
because the Soviets are not generating sufficient capital 
for a higher rate of growth, but because growth cannot be 
managed as one slices sausage.  

In i ts  less  contemptible features ,  the current Soviet 
Five-Year Plan is an adaptation to the problems caused 
by the current depression in the capitalist sector . The 
current Five-Year Plan proj ects current such trends 
forward , and proposes to adapt to those conditions rather 
than attempting to change the m .  

What must b e  changed? The developing sector must be 
opened up for massive,  high-technology export from the 
OECD nations - thus creating a favorable economic 
circumstance for CMEA world trade ,  and substantially 
higher CMEA growth rate s .  Fifty percent growth in 
Soviet output in the five-year period would be quite 
reasonable under those circumstances . 

This requires a drastic reorganization of Third World 
external debt, and the establishment of the new, gold
based international monetary s ystem modeled on the 
IDB proposals . That course of rem edial action means a 
general capitalist economic recovery, a solution to the 
problems of the Soviet Five-Year Plan,  a conversion of 
CMEA external debts into a premium m onetary holding 
and not unimportantly,  an el imination of the otherwise 
certain emergence of the thrust toward general ther
monuclear war. 

But,  this is not perceived by the current Soviet 
majority, which is cuddling and cozying with its British 
advisors , and general ly making an unwholesome mess of 
Soviet foreign policy in most parts of the world. 

' T h e  K i m  P h il by S y nd ro m e '  

The late J .  Edgar Hoover was obviously right a s  far as 
he went in his 1 950 j udgement 'of " K i m "  Philby as the 
" third man" in the Burgess-Mclean affair .  Hoover was 
also on sound ground in distrusting Oxford University ' s  
MI-6 as an unwholesom e  lot . However, Hoover 's  
assessement was  inadequate.  Philby is to  the  present day 
no "bolshevik , "  but still an MI-6 top agent. The case 'of 
agents Mclean and Philby i s  not merely exemplary of 

the problem under consideration. Mclean. sti ll  a British 
MI-6 agent, performed a vital role in  developing the nest 
of British intelligence-influenced networks in Soviet 
political intelligence, and Philby is  at the present time a 
key British Secret Intelligence S ervice operative in an 
i mportant position within the . KG B .  Beginning with the 
death of Stalin,  British intelligence built up a major 
penetration of the Soviet leadership , a penetration which 
was  qualitatively aug m ented beginning in ap 
proximately 1 963 .  

How do  we know this to  be true? Our strongest case, of 
the two immediately under cons ideration, is that of 
Philby.  McClean's  role in Moscow provides conclusive 
proof of his character. In the case of the m iserable 
Burgess,  we have no evidence which could not have an 
alternative explanation, so we leave that particular case 
open . 

On Philby we have three sets of evidence. The first is of 
the sort that enables one to recognize a skunk without 
securing his birth certificate. S econd is  a profile of Phil
by and his father 's  history, together with their intercon
nections .  The third is the role Philby performs within the 
KG B at this t ime.  

On both Mclean and Philby, it  i s  c lear that J .  Edgar 
Hoover was convinced by evidence in part that was in
tended to convince the Soviet KG B .  One does not 
" launder" a British MI-6' operative into the highly sus
pic ious Soviet KG B and related intelligence circles with
out developing a convincing dossier of the sort required 
to peddle a double agent to such c irc les at that level .  The 
British SIS  investment in Philby was obviously enor
mous , but no lesser investment would have succeeded . 
Putting oneself for a moment into the shoes of Lord 
Mountbatten and s im ilar sorts , one would have to con
cede to those British gentleman that their investment has 
been, altogether, a most prudent expenditure . 

The investment British S I S  made in Philby is an inter
esting subject in itself. Phi lby's  history begins with an 
S I S  lift penetration project-in which the late Huge Gait
skell  was prominently involved back during the period 
i m mediately following Hitler 's  accession to the Chancel
lorship .  This was the S I S ' s  "Vienna left cover" caper, an 
operation which recruited a substantial number of per
sons who are key British operatives to the present day. 
Hence, Phi lby's Soviet-published autobiographical ac
count of his conversion to com munism during that period 
is  most interesting .  

Also relevant is  the fact that Philby's  father was an 
active S I S  agent, and that "Ki m "  was raised under the 
" U mpah" old-boy household circumstances of the sort 
which British S I S  considers the most valuable for 
developing a double-agent from adolescence or young 
m anhood. We have studied British intelligence modus 
operandi on this point in some depth. involving scores of 
case histories of key operatives who have come into im
portant positions under cover . " Breeding" is very impor
tant for S I S ,  a prllc livity for sodo m y  not withstanding. 

Having established his "Vienna conversion" to com
m unism ,  Philby soon after began his triple-agent role as 
an associate of the Cliveden set,  and undoubtedly passed 
increasingly high-grade intell igence to the Soviets at an 
early point. Meanwhile, his communist-to-quasi-com
munist credentials developed in England all  involved 
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prominent British communists and " fellow travelers" 
who were all British intelligence community agents - al
though the Soviets . to this day. are apparently duped by 
many of these cases .  

These pre-Cliveden credentials .  well  known to British 
counter-intelligence. did not prevent Philby from being 
assigned to the supersensitive Iberian post at a crucial 
point. or from enjoying a position during and im
mediately following the war which no Counter In
telligence Corps (CIC)  staff would permit without rele
vant instructions from the highest quarter. 

There is nothing in Philby's  known background at any 
point which suggests a humanist conviction : in fact, all  
his known features are typically bestialist-Oxonian.  Such 
types do produce the odd-communist out of psychopath
ological reaction formations - a profile which the known 
features of the Burgess case would tend to fit .  S uch types 
sometimes join communist circles the way a college 
freshmen visits a whorehouse .  However. even prior to 
1 963 ,  Philby' s  case fits a contrary picture. the picture of 
the double-agent being careful ly prepared. 

It is the events from 1 963 onward that are conclusive 
for the cases of Mclean and Phi lby.  One merely has to 
ask what the effect of the work of Philby 's  protege, 
Mclean, has been. One merely has to meet Mclean's  
protege, Georgii Arbatov, and view the work of  Institute 
of the World Economy and International Relations 
( lMEMO) and of the USA-Canada Institute in Moscow. 
One knows imm ediately and conclusively that Mclean 
is still a British SIS  agent . One does not need a birth certi
ficate to identify a skunk at a Sunday School picnic .  
Receipt of  vital information concerning Philby 's  current 
role in the KG B was the final bit of conclusive proof 
needed . 

The methods we employ to track the Philby-Mclean 
case is the same we employ to solve the case of one 
Robert Swann. British Foreign Secretary David Owen ' s  
special representative t o  the Euro-Arab Dialogue. Mr. 
Swann has attracted our special attention through cer
tain peculiar actions against us in Luxem bourg and 
Paris .  We began a dossier on that gentleman as a matter 
of routine interest.  We found his pedigree as gi ven in pub
lic account and we added the fruits of inquiry and sur
veil lance.  

We found he belonged in earlier times to the old " India 
Hands " specializing in nasty operations a mong Islamic 
peoples. and also spoke Thai competently.  We traced him 
to S I S  Malaysian operations .  and set ourselves the task of 
m aking a crucial test. determining whether or not he had 
relevant activities in Southeast Asia .  From most auth
oritative sources.  we discovered he was involved in the 
1 973 Tha i coup in collaboration with British intelligence 
networks deployed under the cover of the Socialist Inter
national .  We then im mediately knew the nature of Mr. 
Swann's assignment to the Euro-Arab Dialogue . 

In all such cases , one compiles a background profi le.  
and then, as in al l  such sc ientific work, defines a crucial 
bit of experimental or observational information which 
proves or disproves a hypothesis . G iven the background 
information, the post-1963 career of Mclean and Philby 
proves the case conclusively.  When the skunk squirts his 
stink, one knows that the subj ect of interest is  no " cat" 
painted up as a practical j oke.  

In the problem under consideration here,  the use of the 
term " British intelligence" to identify the influence on 
the current Five-Year Plan is  both exact and generic . 
Although U . S .  and French intelligence made serious ef-

\ 

forts ,  beginning during World War I I ,  to establish inde
pendent positions in the Middle East ,  the sub-continent. 
China, Africa and Europe, these were predominantly 
British intelligence playgrounds ,  and U . S .  efforts ,  partic
ularly, have had limited success .  

_ _  . the gang in Mosco w which is iden
tifiable with the circles of  . . .  A rba to v, 
Mclean, and Phi/by consis ten tly move 
in tandem with each turn o f  the British 
SIS "party line. " 

Now, since Schlesinger' s  reign at CIA and Defense. the 
independent U . S .  intelligence capabilities in many parts 
of the world have been savagely reduced to the relative 
advantage of British intelligence and British-allied fac
tions in the u . s .  's own intelligence communities . Much of 
this " watergating" of the CIA,  F B I ,  and attempted 
watergating of the Defense Intell igence Agency have 
been nothing but antics of the British intelligence net
works and their U . S .  allies to weaken those sections of 
the U . S .  intelligence establishment which were either 
anti-British or simply too independent for British liking. 
The bulk of the U . S . -based penetration of the Soviet 
leadership has been either the work of neo-Fabian " left
C I A "  networks politically allied with the British SIS  net
work . or by elements of the U . S .  intell igence and political 
establishment working in cooperation with the SIS neo
Fabian networks.  (Nelson Rockefeller, if he sensed it 
useful and prudent to do so, could cast valuable light on 
this problem . )  

The aspect of this which i s  of the greatest practical sig
nificance is that the gang in Moscow which is identifiable 
with the circ les of the patrons of Arbatov, Mclean, and 
Philby consistently move in tandem with each turn of the 
British SIS  "party line . "  Although U . S .  vital interests do 
influence elements of the Fabian faction inside the U . S  . .  
otherwise the U . S .  neo-Fabians ,  the British S I S  and allied 
types ,  and Arbatov et. a l .  have moved almost consis
tently in tandem on every turn in policy during recent 
years . Unfortunately.  that gang in Moscow appears to 
have a stranglehold on key parts of Soviet policy-making, 
inc luding significant input into the Five-Year Plan 
policies . 

T h e  D i sease Of Syste m s  A n a l ys i s  

The most prominent single element o f  British ideology 
i mported into leading Soviet circles during recent time is 
the radical positivist doctrine known as "systems 
analysis . "  This product of radical positivism was 
developed around Vienna and retailed throughout much 
of the world through such British pimps as the late 
Bertrand Russell .  Not surprisingly,  the Vienna In
ternational Institute for Syste m s  Analysis is presently 
one of the world's  most s ignificant intelligence conduits 
into the Soviet leadership . 
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This writer is quite fam iliar with systems analys is ,  and 
also informed concerning certain of the important 
col latoral ways through which this doctrine was in
s inuated into leading Soviet circles . 

Systems analysis became widespread through . ex
tended use of digital computer syste m s  for administering 
tasks of management. A digital computer js, how�ver 
sophisticated, an " idiot" which is  intrinsically incapable 
of " conceptualizing" on any higher level than , that 
represented by "systems analys is . "  Hence, the extended 
use of computers ,  particularly the use of extensive 
systems of computer and peripheral units,  natilrally 
fostered the wider use of methodology adapted to the sub
animal intel ligence level of which computers are 
capable. 

This is not to suggest that scientific computer users are 
them selves therefore idiots - but,  we shall come to that 
point shortly. 

A digital computer is  intrins ically capable only of 
handling linear functions .  I m m ediately,  some specialist,  
not thinking things through c learly ,  will  object : there are 
procedures for "putting nonlinear functions onto com
puters . "  Granted.  This is  accom p l ished by virtue of the 
feasibi lity of approximating nonl inear functions through 
l inear " curve-fitting . "  The computer programmer' s 
director designs the nonlinear function to be program
med . By these methods,  the com puter can perform any 
underlying prespec ified functio n .  G ranted , in this way, 
because of the scale and . speed of computation and 
related " logical"  operations of which modern computer 
systems are capable, a computer can reach results 
which are ostensibly qualitative in  character because no 
mass of human beings without computers could extend 
the formulations to that degree.  

There are. . .  Soviet spokesmen who 
identify. . .  "systems analysis " as . . .  
rea liza tio n o f  Ma rx is t- L e n in is t  
methodology! . L enin himself would 
box their ears! 

The point to  be made is  that the  kind of  operation which 
can be put onto a digital computer system , or certain 
types of combined digital  ana log syste m s  are 
" nonl inear" by specification,  but involve only one, lower 
aspect of the entire domain of nonlinearity.  

Anyone who understands computer technology knows 
that it is t.he creative mental powers of those human 
beings who design the applications that is  the sole origin 
of the quaiita tive power of advancem ent of the computer 
applications .  Again,  the ingenuous ad� irer of computer 
technolors mistakes the quality of complexity of 
operations for qual ities of what the computer is  in
trinsical ly incapable .  

This  distinction is the crucial  aspect of  economic 
analysis . As long as one assumes that the technologies of 
production and consumption are fixed in range ,  such that 
systems of either linear equations or. s imulated nonlinear 
functions can account for the causal chains of events , 
m ethods like those employed in systems analysi� can 

apparently succeed. However, once one attempts to 
analyze entire economies for effects of successive 
qualitative advances in technologies ,  the appl icability of 
systems analysis is  l imited to " explosions" of each 
specific new sets of expressions derived as appropriate 
to the new technologies. In other words ,  the most ad
vanced teachers of the work of Reimann and Cantor 
come directly into play. 

Therefore, computer system s  are indispensible for 
modern production schedul ing,  but can not "handle" 
conceptually the specific problems of "economic plan
ning." in connection with technological  progress .  

Conversely,  there is  nothing but  advantage in use  of 
related computer technologies , including software 
technologies,  as long as that and related distinctions are 
k�pt in view . It is  the crossing over from "production 
scheduling" to more advanced . topics which represent 
the transition from useful computer technology to lurid 
m etaphysical gibbering . Unfortunately,  a s ignificant 
number of Soviet representatives have crossed the line to 
such Viennese lunacy .  

Exemplary is the case  of  the  otherwise am iable and 
wel l-disposed Soviet speaker at a recent Leibniz con
ference in Hanover, who committed the obscenity in 
public of trac ing "systems analysis" from Leibniz .  
C learly, that Soviet spokes man has not  understood the 
most elementary features of Leibniz 's  Monadology, 
Theodosy, or the Liebniz-Clarke. correspondence.  The 
Soviet spokesman was attributing  to Leibniz precisely 
what Leibniz absolutely denounced ! There are , on a 
broader scale,  Soviet spokesmen who identify the 
promulgation of "systems analysi s "  as the road for 
realization of Marxist-Leninist m ethodology ! Lenin 
h imself would box their ears ! The most rabid Viennese 
positivism being attributed to h im ! 

T h e  s h a m e l e s s  A r b a t o v i a n  r e c o g n i z e s  the 
epistemological implications of this  lunacy. Just  as  
systems analysis applied to  society reduces the human 
individual to a bestial unit of Hobbesian man, the Ar
batovians sham elessly embrace that implication, and 
advance the . neo-Malthusian refuse which the same 
outlook evokes in London, Oxford , Cambridge, England, 
or Cambridge , Massachusetts . 

The proposal to extend " systems analysis" to the 
purposes of determ ing soc ial  policy and related matters 
is  directly a moral self-degeneration on the part of the 
advocacy of such " systems analys is"  phi losophy . Ar
batov .  and his i lk are precisely such degenerates on al l  
counts . 

B rez h n ev ' s  Add ress 

Despite the Arbatovians a n d  " s Ystems analysis" 
freaks ,  President Leonid Brezhnev ' s  60th Anniversary 
address devoted a major portion of its content to 
stressing humanist principles of technological progress .  
In fact ,  the British agents and their cronies in the Soviet 
leadership are a minority . The bulk of Soviet citizens 
have a deep felt organically humanist comm itment to 
technological progress .  Some leading strata are more 
sufficiently conscious of the implications of that com
m itment. Other leading strata are s imply being mud
dleheaded realpolitickers on the issues at hand -
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" s ly peasants " .  Once the effects of the current Five-Year 
Plan becomes visible there will be a " typically Russian" 
reaction against it - a period of sour, inner grumbling, 
fol lowed by an outburst. 

Despite Moscow's  present contentment to have the 
United States settle the Middle East  problem (despite the 
outer display of ritual obj ections to this  or that aspect of 
the proceedings ) ,  the Soviets wi l l  lose most of their in
terest in the Middle East and much in other parts of the 
Third World and elsewhere - unless the Sadat-Begin 
entente fails  to provide Palestinian Arab state , in which 
case the Soviets will  be back into the Middle E ast bigger 
than ever in short order . Presuming that Israel ends up 
recognizing the PLO (in one way or another) and 
cooperating to establish a Palestinian Arab state , the 
Soviets will have lost their Middle E ast political position 
as a result. This ,  and some intersecting developments , 
will  trigger interesting reactions in Moscow leading 
circles . 

Contrary to widely held i l lusions on this subject, Soviet 
influence in the Middle East was never based on either a 
significant Arab socialist movement - none really 
existed - nor on a given number of Arab client states.  
Rather, in the circumstances dictated by Anglo
Am erican manuevers in that region, the Arabs'  only 
alternative was to bring the Soviets into the region to 
offset the Anglo-Americans,  and thus gain a bargaining 
position for perceived Arab interests.  Once a Middle 
East settlement occurs which provides the Arab sector 
with genuine, sustained economic development, and 
under the condition this is aided by the United States and 
Western Europe,  major Soviet influence in the Middle 
East will almost vanish. 

This consequence will  bring home to some circles in 
Moscow the fact that Moscow ought to have moved for 
such an econom ic development-focused solution. Then, 
Moscow would have had the favored position in the 
Middle East.  Moscow had the opportunity, at the point 
that the Third World was moving toward adoption of the 
lOB-type new world economic order. However, Moscow, 
under the influence of the Arbatovians and s imi lar types, 
acted in effect to sabotage the lOB effort through 1 975 
and early 1 976 .  In  short, if Moscow senses a loss of its 
Middle East influence,  Moscow has no one but itself to 
blame.  

The Middle East is  not the end of the matter . Granted, 
the Soviets have in the past given m uch development aid 
to Third World nations . The case of India is notable 
among the best Soviet efforts .  E gypt is  also notable. 
However, Moscow has refused to tackle the fundamental 
issue of economic development in general .  The policy of 
the forces behind the current Five-Year Plan direction 
have, on balance, abandoned the Third World to Robert 
McNamara and s imilar types.  

Now with the de-emphasis on development in the 
Soviets ' own Five-Year Plan, the process of Soviet self
isolation wil l  tend to grow steadily worse, and accelerate 
to that effect - until the cumulative consequences of 
recent years ' Arbatov-tainted policies brings political 
counteractions in Moscow. The counteraction will, we 
anticipate with regret, occur in a characteristically 
Russian way. Then the Soviets wi l l  decide, in their own 
way, that they have been made once too often the prize 
dupes of British intelligence.  Then, Arbatov, if  he is 
fortunate, will probably be found teaching "systems 
analysis" at Trinity College . 

Key Parameters Of The Sov iet Tenth 

Fi ve-Year P lan ( 1 976-80 ) 
The Tenth Five-Year Plan ( F Y P )  of the U S S R ,  passed 

into law in 1 976 to determ ine Soviet econom ic policy for 
the period of 1 976 to 1 980 ,  represents a precipitous decline 
in the rate of growth of the U S S R ' s  economy (Chart 1 ) .  
Never in the history of the Soviet Union,  excepting during 
war, has an increase of industrial output of only 36 
percent been p lotted for a five-year period. 

A close look at the Tenth FYP reveals that if this plan 
reflects some difficulties,  it contains the seeds of much 
worse trouble.  The steepest decline in growth rate is 
going to occur in capital investments ; that i s ,  at the point 
where the future backbone of the economy is  being built. 
This undermining of a future productive base is con
firmed when the Tenth FYP is  broken down by branches 
of industry (Chart 2 ) : the sharpest growth rate declines 
are registered for machine tools  - the wherewithal to 
produce the means of production - and cement -
representing the prospects of the construction industry. 
In the Ninth FYP,  the Soviets had succeeded in holding 
the line in these vital industries ,  which achieved a stable 
or only s lightly declining growth . For 1 976-1980 ,  this is not 
even being attempted . 

The sector most notably scheduled to grow at a faster 
rate in the Tenth FYP than the N inth is agriculture. But 
its 1 7  percent expansion is merely a recovery from the 13  
percent growth achieved in the  Ninth FYP, a result 
which fell far short of the targeted 2 1 . 7  percent growth 
planned for agriculture in that p eriod . During the years 
of the Ninth FYP,  1 97 1 - 1 975,  the USSR suffered one 
harvest fai lure ( 1 972)  and one harvest catastrophe 
( 1 975) . As part of its priority position, the agriculture 
sector is receiving increasing portions of national 
electro-energy production and capital investment. But 
agriculture, the least efficient sector of the economy, is a 
notorious sinkhole down which such investments drain 
with a low rate of return. 

Soviet energy production, whose s lowed growth is 
partially indicated in Chart 2, i s  characterized by what 
Soviet p lanners call  "the shift of the country's energy 
base to the North and East. " E nergy development, in 
other words.  depends on the development of S iberia.  (We 
are not ignoring the production of nuclear fiss ion energy, 
which is  also an increasingly i mportant component of the 
Soviet energy progra m . )  This involves not only tapping 
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Siberia ' s  fossi l  fuels ,  but the construction of several new 
hydroelectric stations as the cores of new cities in the 
region . 

Although the correlation is not spelled out in the Tenth 
FYP documents,  it is  no secret that completion of these 
proj ects , especially those related to the extraction of 
fossi l  fuels and their transportation, i s  geared to ex
pected input from the OECD sector : credits for purchase 
of pipeline, for sophisticated drill ing technologies , etc . It 
i s  precisely this area of expansion that is  j eopardized, 
when East-West trade stalls because contracting 
Western markets cannot absorb Soviet exports . The first 
two years of the Tenth FYP have seen a level ing and then 
drop-off (Chart 3 D )  of the share of Soviet foreign trade 
conducted with the advanced capitalist sector, a portion 
which had mushroomed in the first half of this decade 
( Chart 3A) . 

The same point is made in a different way, when the 
West German daily Handelsbla tt, representative of some 
of the U S S R ' s  most i mportant trading partners in 
Western Europe,  complains bitterly that all  Moscow 
wants is barter, compensation, and m ore barter ! 

In sum, the Soviet Union is in a situation where a 
leading Academy of Sciences  m e m ber can tell Pra vda 
that thermonuclear fusion power is  industrially prac
ticable by the end of this century. yet the country' s  
economic growth a t  this moment is  s lowing down. The 
way in which this contradiction is  " reconciled" by the 
planners is symptomatic of one of the root problems : in 
the long-term proj ect for the Soviet energy balance. 
issued last year by the State Com m ittee on Science and 
Technology.  fusion power is  not m entioned . It was not 
permitted into the closed " system "  of the energy in
dustry by the com mittee whose Vice-chairman Dzher
man Gvishiani .  is s imultaneously  co-chairman with 
McGeorge Bundy of the International Institute for Ap
p lied Systems Analysis in Vienna . 

/ .. : .:: 

- Rachel Berthoff 

CHART 1 
G rowth of t h e  Soviet econo m y  in t h e  E i g h t h . N i n t h .  and 
Tenth five-year plans ( percent g rowth shown for f ive-year 
period s .  from actual resul ts  for E i g h t h  and N i n t h  p l a n s .  
f r o m  targets for T e n t h  FYP) . 
So u rce :  Soviet yearbooks and Ekonomicheskaya Gazeta. 
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GRAPH 1 
I n c rease of Soviet debt and Soviet i n d u str ia l  g rowth ( 1 97() =100) .  

So u rc e :  Est i mates prepared f o r  U S. C o n g r e s s  J o i n t  Economic Com
m ittee:  Chase Man hattan and Morgan G u a ranty estimates: Soviet 
Yearbooks and E�onomicheskaya Gazeta. 

CHART 3b 
Portion of Soviet t rade with capital ist sector ( 1 965-1977). 

Sou rc e :  Soviet yearbooks and Foreign Trade. 
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CHART 2 
G rowth of some key branches of i n d u stry in t h e  USSR d u r i n g  the E i g h t h ,  
N i nth and T e n t h  five-year p lans ( percent g rowth s h o w n  f o r  five-year 

... . ' : . 
1 51 1 68 1 55 

347 564 324 

389 664 378 

462 NA NA 

CHART3a 

period s ,  from actual results for E i g hth a n d  N i nt h  p lans.  from plan 
targets for Tenth FYP) , 

S o u rc e :  Soviet yearbooks and Ekonomicheskaya Gazeta, 

1 57 1 47 1 79 

436 371 693 

557 400 

N A  NA NA 

Source:  Soviet yearbooks a n d  Ekonomicheskaya Gazeta, 
G rowth of Soviet trade and trade with advanced capital ist  sector ( 1 965 = 1 00 ) ,  

The Tenth F i ve-Year P lan  To Date 

In 1 976 and the first ten months of 1 977 ,  the 
overall industrial output targets of the Tenth FYP 
were met .  For  1 976,  in fact,  they were surpassed : 
industrial output grew 4 . 8  percent, whereas the 
planned increase was 4 . 3  percent. 

In part, this pace was maintained because of the 
very successful grain harvest of 1 976 .  A record 224 
mil l ion metric tons of grain was harvested,  
providing a sufficiency of foodstuffs domestically 
and avoiding the necessity of large grain purchases 
usin'g hard currencies . This year' s  grain crop , 
however, has been prel iminarily announced as 1 94 
mi l lion metric tons.  Although not a d isaster, this 
low total will  deprive the S oviet economic 
managers of some flexibil ity.  A c rop shortfal l  
usually has significant r ipple effects in the Soviet 
economy.  

At the same t ime,  the areas where the plan has 
not been met in 1 976 and 1 977  sound a warning 
signal .  In 1 976,  plan targets were missed for steel ,  
mineral fertilizers, cement,  a n d  reinforced con-

crete . As of October this year, the Ministries of 
Ferrous Meta llurgy (steel ) and Construction 
Materials were again l isted as  behind target by the 
Central Statistical Directorate of the USSR.  It  i s  at 
the heart of Soviet industry, steel ,  and construction 
that faltering is  noticeable even in  the terms of the 
Tenth FYP's  scheduled s lowed growth . 

It was revealed last month that the Soviet Union 
has s lashed its imports by $2 bi l l ion so  far in 1977 ,  a 
reduction of approximately 20 percent. This i s  one 
side of Moscow' s  attempt to manage its payments 
deficit .  The other side,  boosting exports , is  proving 
m ore difficult than anitcipated in  the plan . For the 
first six months of 1 977 ,  the volume of Soviet ex
ports and of total trade turnover w ith its major 
western trading partners showed an absolute 
decline over the same period in  1 97 6 .  Soviet trade 
with France fel l  8 . 2  percent ( exports down 7 . 8  
percent) ; with West Germany i t  fe l l  6 . 8  percent 
(exports down 8 . 2  percent) ; with Britain it fel l  5 . 3  
percent (exports down 1 . 7  percent) . 
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MIDDLE EAST 

On Eve Of Cairo : 

Midd l e  East Po i sed Betwee n 

Geneva , U .S . -Sov i et Showdown 

The danger of the polarization of the conflict in the 
Middle East into a sharp U . S . -Soviet confrontation has 
increased in recent days , only two weeks after the 
historic visit of Egypt's  President Anwar Sadat to Israel 
and j ust days before the crucial E gyptian-Israeli 
negotiations in Cairo, which are set for Dec. 1 4 .  

Although there remains a strong momentum toward a n  
overall settlement o f  the Arab-I sraeli and Palestine 
questions at a Geneva conference ,  a highly destabilizing 
tendency toward a separate E gypt-Israel deal has begun 
to emerge and is  gathering force .  The region is drifting in 
such a direction under pressure from circles associated 
wtih British intelligence,  City of London banks,  and their 
U . S .  allies, Henry Kissinger and Walter Mondale. 

The decision by Sadat this week to break diplomatic 
relations with Syria and other countries who attended the 
recent Tripoli ,  Libya meeting of the radical "rej ection 
front, " followed by the Egyptian expulsion of many Com
munist diplomats and threatened rupture with the Soviet 
Union and its allies , has exacerbated the polarization . 
The goal  of the B r i t i s h  for c e s  d e s t a b i l i z i n g  
the Middle East is t o  wreck detente and p i t  the United 
States and its client states - Israel,  E gypt, Saudi 
Arabia, Sudan - against the Soviet Union and the radical 
Arabs - Syria, Iraq, Libya, Algeria, and the Palestine 
Liberation Organization. 

Neither Washington nor Moscow desires a con
frontation in the Middle East ,  a hot-spot whose 
detonation would have profound implications on every 
level of U . S . -Soviet relations .  

But Henry Kissinger and his patrons in the boardrooms 
of  the New York and London investment houses have 
called out their troops to exacerbate existing disputes 
and wreck the potential for a Geneva settlement. Like an 
octopus , the British networks operate on all  sides of the 
Middle East conflict : On the Arab side, British in
telligence and some Israeli networks penetrate radical 
Palestinian groups like Saiqa and the P F LP and certain 
factions in Iraq and Libya, along with the Western 
Sahara nationalist group Polisario, all provocateurs 
whose deployment is to wreck G eneva - although there 
is evidence that Syria, Iraq, and Libya are aware of such 
operations and are moving to expel British agents.  In 
addition, radical Moslems within E gypt and Saudi 
Arabia opposed to a peace settlement are run by British 
circles, along with the British-allied faction of the Israeli 
military led by General Moshe D ayan. 

Arabia is  beginning to exert its muscle behind the scenes 
to reunite the Arabs and prevent the positive momentum 
of the Sadat-Begin meeting from devolving into a 
disastrous "separate peace . " The Washington Post 
reported this week that Saudi Arabia has launched a 
" diplomatic offensive" aimed at reconcil ing E gypt and 
S yria,  and that envoys have left for most Arab capitals 
from the Saudi capital of Riyadh in recent days with a 
view toward the convening of an Arab summit.  As the 
Ne w York Times put it, " only S audi Arabia has the 
moral ,  political ,  and economic power to swing the 
majority of the Arab governments" behind a single Arab 
policy. 

Both Syrian President Assad and Jordan' s  King 
Hussein have visited Saudi Arabia in rapid succession, 
and both Assad and Hussein p lan to make separate tours 
of the states of the Arab Gulf. In addition, a top envoy of 
S adat, Ashraf Marwan, was in S audi Arabia this week. 

The Saudi moves ,  probably backed by powerful U .S .  
forces and certain key West Europeans , might be able to 
stabilize the Middle East and ensure an early recon
vening of the Geneva peace conference .  The current trip 
of Secretary of State Cyrus Vance to the Middle East 
should parallel the Saudi efforts ,  unless Vance is  tempted 
to encourage the tendency toward a s eparate peace. The 
Jordan Tim es, following a meeting in Damascus between 
Assad and Hussein, said calmly that things "are 
not as gloomy as they seem on the surface . "  Hussein, 
who then traveled to Cairo for a talk with Sadat, emerged 
to say that " the establishment of peace will  occur in the 
Middle East in the near future. "  

Western Europe i s  also gearing up to stop Henry 
Kissinger's mad rush for a war. The Italian press has 
launched a blistering attack on Kiss inger for sabotaging 
Middle East peace and plunging the region toward war. 
" The New York Tim es prints lies from Kissinger, " said 
one leading Italian daily. S tated an informed West 
German diplomat, " Western E urope is not going to buy a 
separate peace. "  

Focus On Cairo 

Much will  be known after the start of the Cairo con
ference, called by Sadat immediately after his visit to 
Israel,  to which only Israel of the states in the Middle 
East has responded . 

With the State Department' s  Alfred Atherton as an 
observer, Egypt and Israel wi l l  get down to hard 
bargaining at the Cairo meetin g .  The attention of the 

Saudi Arabia Moves world will  be focused on Israel,  expecting some general 
But there is increasing evidence that powerful Saudi concessions to come from the Israelis that could pave the 
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way for a Geneva conference .  
According to  Egyptian sources ,  if the Israelis fail to 

make some important step toward an overall settlement, 
then - as he had promised - S adat may be forced to 
resign, and the entire complexion of the Middle East 
s ituation will  be completely a ltered.  

The Soviet Union is  playing it cautiously.  Although 
T ASS and the Soviet press have warned strongly that the 
Cairo meeting " is  a cover for a separate peace" between 
E gypt and Israel,  privately Soviet officials are saying 
that " while there is  real danger of a catastrophe coming 
out of the Cairo meeting, let us  wait and see what hap
pens . "  According to the In terna tional Herald Tribune, 
U . S .  envoy Philip Habib - who met with Vance in 
Brussels two days ago following Habib' s  visit to Moscow 
- was told by the USSR in no uncertain terms that the 
Soviets would vigorously oppose any steps toward a 
separate peace coming out of the Cairo meeting. 

An ominous sign emerged this week with the arrival in 
Cairo of a Palestinian delegation from Gaza, and the 
expected arrival of a second group of non-PLO 
Palestinians from the West Bank. There is speculation 
fed by such Kissinger conduits as the Washington Post 's 
Joseph Kraft - that Sadat may be considering a move to 
by-pass the P LO and encourage Jordan and " moderate 
Palestinians" to negotiate with Israel .  This move, which 
would permanently alienate Syria,  the PLO,  and the 
USSR,  would be a step toward a nuclear Armageddon in 
the Middle East.  

Dr. K 's Warpath 

Sadat 's  decision to break with Syria reflects a 
growing split in the Arab world that, if widened further, 
could destroy the chances of reconvening the Geneva 
conference .  Instead of trying to conciliate Syria after the 
Tripoli meeting, Sadat chose to expel the Syrian Em
bassy from Cairo. Sadat took this  action despite the fact 
that Syria had exerted great efforts to restrain the more 
radical Arab states and, in fact ,  had achieved a victory in 
that the anti-Egypt Tripoli m eeting did not condemn 
Resolutions 242 and 338 of the United Nations ,  which form 
the basis of a Geneva conference .  

The Soviet Union, fearing Sadat's conclusion of  a 
bilateral E gypt-Israel pact, threw its weight behind the 
anti-Sadat Arab forces and condemned the recent 
E gyptian-Israeli diplomacy in harsh terms .  "In reality, 
S adat dances to the tune of imperialist c ircles , "  com
m ented the Soviet news agency,  TAS S .  " Let' s  call things 

by their proper names. We are confronted here by 
Cairo ' s  actual capitulation to imperialism,  to militant 
Zionism . "  

The Soviet response to the crisis i n  the Middle East is 
the essence of stupidity. Rather than capitalize on the 
positive aspects of the Sadat trip to Israel in cooling 
Arab-Israeli tensions , the Soviets have adopted a rigid, 
hard line opposition to what they see as a U . S .  con
spiracy. This paranoid response directly reflects the 
input of British intelligence in the Kremlin, not unlike the 
way the British puppet-masters manipulated the 1 9th 
century czars. 

The Ne w York Tim es and U . S .  Secretary of State Cyrus 
Vance - who had met for an hour with Kissinger Dec. 2, 
j ust before deciding to announce his  Dec.  9-1 5 tour of the 
Middle East - immediately j umped on the Soviet sup
port for the Arab hardliners . "An outmaneuvered Soviet 
Union seeks to profit from turmoil by encouraging 
radicals" in the Middle East, the Tim es warned, calling 
Moscow a "poor partner for peacemaking . "  

Vance's  critic ism w a s  more moderate than that o f  the 
Tim es. At a Washington press conference before he left 
for a NATO meeting in Brussels and then the Middle 
East,  Vance delivered a cautious and balanced view of 
U . S . -Soviet relations in the Middle E ast that reflected the 
State Department 's  factional position in the Ad
ministration in favor of detente .  Some of the Soviet 
Union ' s  statements "have not been helpful" and "raise 
Questions about what their ultim ate obj ectives are , "  said 
Vance,  but he added : "We still  believe that the Soviet 
ultimate obj ective is to see a comprehensive settlement 
of the Mideast problem . "  

Vance stressed that he intends t o  push for a Geneva 
conference and that " the time has come to really begin to 
come to grips with the Question of substance" <that is ,  
the nuts and bolts of a Middle East  peace that Israel has 
long resisted facing) . However, he hinted that an inde
finite postponement of Geneva is not undesirable, and 
he put undue stress on the upcoming meeting in Cairo 
Dec . 1 4  at which Israel, Egypt, the U . S .  and a UN ob
server wil l  convene a " pre-Geneva m eeting . "  

A serious Israeli negotiating posture a t  that Cairo 
m eeting, combined with efforts by Jordan and Saudi 
Arabia to reconcile Egypt and Syria,  might swiftly clear 
the way for the reconvening of a G eneva conference. If 
Vance can accomplish that, with French and Soviet 
assistance,  then peace is  a virtual certainty. 
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Sadat :  I Do N ot Wa n t  A Sepa rate Peace 

Here are portions of an in tervie w with Egyptian 
President An war el-Sada t from Der Spiegel magazine on 
Dec. 5. 

Spiegel: Mr. President, the Arab world is split over your 
visit to Israel .  Outrage is being expressed in some Arab 
capitals .  Weren't  you expecting such reactions ? 
Sadat:  What' s  happening right now is nothing new . It' s 
something we've gotten used to - that' s  our method in 
the Arab world, unfortunately .  
Spiegel: But an Arab head of state has never before been 
attacked by his neighbors violently .  
Sada t :  Following the second Israeli-Egyptian ceasefire 
agreement on the Sinai the same thing happened ; that 
campaign against us went on for an entire year 
There's nothing about this which would make me 
worried. As I announced, I wi l l  carry through m y  
initiative t o  its conclusion. I intend t o  bring about a 
comprehensive peace, and not merely an Egyptian
Israeli agreement - under no circum stances .  I want an 
overal l  peace,  which will solve the Mideast problem in its 
total ity.In any case nothing wi l l  stop me from proceeding 
along my course and completing my mission - even if 
only Israel comes to Cairo and G eneva . . . .  My people 
are backing me up 1 00 percent. Just think about the 
mil lions of people who greeted me so enthusiastically 
after I returned from Jerusale m .  Such a thing has not 
even happened in the days when our revolution 
celebrated its victories . I wi l l  proceed along my course .  
And as soons as I have reached an agreement - even if 
only Israel and myself are represented - I wil l  present it 
to the Arab Kings and Presidents at a summit con
ference. 
Spiegel: But why didn't you discuss your intentions 
beforehand with other Arab countrie s ?  
Sada t: Let 's  look a t  things c a l m l y  a n d  soberly : No 
politician who takes himself and his  post seriously needs 
to get permission beforehand from outsiders when the 
future of his people is at stake . And bes ides , Arab 
solidarity doesn 't  mean that I have to seek out per
mission for every move I make . . .  I don't  dictate 
anything to anyone , and I won ' t  accept the dictates of 
anyone else.  Anyone who comes to me with such things 
should reread my speech in the Knesset and at the 
following press conference .  For, m y  Jerusalem trip was 
thoroughly covered by radio, television, and satellite -
there were no dark places . Whoever follows all  this and 
then sti l l  has to ask why I didn't  ask the advice of others ,  
is a saboteur of  the Arab com munity . . . .  Only  two days 
before my trip I was in Damascus . So  much I do know : 
Now as before, Syria does want peace - as does the 
entire Arab world . . . .  But each of us has just taken a 
different path . President Assad doesn't  share my views 
on the ways and means by which we can achieve peace.  I 
told him the following : " If it turns out that I made a 
m istake, then I am man enough to state before the 
Parliament that I was in error, and wil l  offer my 
resignation. Then I wil l  also say : ' Hafez el-Assad was 

right, and he should now take over the helm . '  " . . .  But I 
would like to assure you that m y  personal relations to 
King Khalid and my Saudi Arabian brothers , as well as 
the relations between the E gyptian people and the Saudi
Arabian people,  are based on genuine fraternity and full 
mutual understanding, no matter what happens .  

Spiegel: Then there exists only a sl ight misun
derstanding between you and Saudi Arabia? 
Sada t :  You can rest assured of one thing : Our relations 
to Saudi Arabia are in no way c louded - on the contrary, 
every day they are further strengthened.  
Spiegel: Your opponents claim that your vis it  to 
Jerusalem is a recognition of Israe l .  
Sada t :  I am saddened by such assertions .  As if you take 
people for idiots ! But our brains can't  be j ust turned off 
- my visit to Jerusalem was in no way a recognition of 
Israel .  Go through my Knesset speech and the press 
conference with Begin, as well  as my discussion with the 
parties in the Knesset : we have recognized no one . . . .  
Spiegel: Didn't you undertake your trip for a much more 
directly urgent reason? 
Sada t :  Perhaps you have heard what I said before the 
Parliament, namely, that we are on the brink of war, and 
are so because of small  m isestim ations of the situation 
on both sides . . . . The nerves of our troops were so 
tense that afterwards the Israeli  Defense Minister 
laughingly admitted that he had viewed our maneuvers 
- in response to the Israeli  maneuvers - as 
preparations for an E gyptian attack.  Any small  m istake 
could have unleashed a catastrophe.  What would have 
happened then? How would the United States,  the Soviet 
Union and the rest of the world have reacted? . . . 

Spiegel: Arab insiders are convinced that Israel has 
offered to give back the Sinai ,  a part of the Golan Heights 
and grant a special status to the West bank of the Jordan. 
Sada t :  By no means, we didn't so much as mention such 
things .  We only removed the eternal doubts , the chronic 
m istrust and the psychological barriers . . . .  No other 
questions were up for debate outside of the two points , 
" no more war , "  and " security for both s ides . "  . . .  
Spiegel: In the event that Syria and the PLO reject the 
results of the Cairo conference ,  wi l l  you then terminate 
your negotiations with the Israelis ?  
Sada t :  No. I f  Syria and the PLO rej ect the results , I will  
carry through the negotiations to their conclusion in spite 
of this .  Then I will convene an Arab summit conference 
in order to have the negotiation results discussed . . . .  
Spiegel: (Asks about Moscow' s  s upport of Syria and the 
P LO . )  
Sada t:  I a m  ashamed to have read i n  the newspapers 
that an Arab country is  putting its destiny into foreign 
hands .  We aren't  doing thi s .  In any case, the Arab 
countries would do well to let the Palestinians decide on 
their own destiny. 
Spiegel: Can the Palestinians alter this situation by 
themselves? 
Sada t :  If the Palestinians had l istened to me one year 
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before the October War when I recommended they form 
an exile government, things would be completely dif
ferent now.  The entire world would have recognized 
them,  but naturally they are not in a position to do this ,  
s ince Syria does not want an exile government. Syria 
would like a Ba'ath governm ent for the Palestinians . 
This is where it stands ,  unfortunately . . . .  
Spiegel: Can you imagine a practical solution to the 
Arab-Israeli conflict without Moscow? 
Sadat:  Since the October War the Soviet Union has sent 
no more arms to me, whereas S yria has received four 
times the amount of arms they ordered. We have not 
even received spare parts . The S oviets have not even 
respected the old, still-in-effect treaties on arms 
deliveries .  The USSR has also refused to support our debt 
- all this the Soviet Union can't  deny. 

I have nevertheless invited the Soviet Union along with 
the other partners . The decision is  now for Moscow to 
make. But if the Soviet Union participates in the 
negotiations or then tries to create difficulties for us ,  
even though we who bear direct responsibility and are 
directly affected are able to reach agreement - then we 
won' t  accept this . 

Then, if we are in agreement with the future set
tlement, this will  go immediately into effect. A Soviet 
obj ection to it will have no effect on us . . . .  
Spiegel: But all  this is still  far off. What time appears to 
you as realistic for the ending of Arab-Israeli conflict? 
Sadat:  1978 .  The coming year is  the decisive year during 
which the Arab-Israeli conflict wi l l  be ended once and for 
al l .  

Moscow On Sadat 
The Kremlin is undergoing a "painful ree valua tion " of 

its Mideast and Africa policy in ligh t of recen t e vents, 
says Hans La the, Moscow correspondent of the West 
German Kieler Nachrichten Dec. 8. La th e  commen ts 
tha t  the Soviets say their policies are based on science, 
but when it comes to these areas they ha ve no realistic 
policy at all. 

Pending their stra tegic reassesm ent, the Soviets ha ve 
. escala ted their propaganda a ttacks on Egyptian Presi
dent An war Sada t. The most striden t yet was a Dec. 5 
Tass com m en tary by top political  observer Yuri Kor
nilov, excerpted below. 

. . .  It is becoming evident that the final goal of this nasty 
political game is a separate accord with imperialism and 
Zionism against the Arab peoples ,  an accord for which 
Cairo is ready to pay any price,  and notably, among 
other concessions , to sacrifice the vital interests of three 
m illion Palestinian Arabs.  

He is  docilely giving in to the i mperialists , who are 
looking to keep the P LO from participating in the settle
m ent of the Middle East conflict,  by substituting a small 
group of Quisling Palestinians .  It  exactly on these Quis
lings that Sadat is  counting, while looking feverishly in 
different regions of the Middle E ast and beyond, and 
especially in the United States ,  for suitable candidates he 
could bring without difficulty on A merican or Israeli air
p lanes to the American-Israeli-Egyptian meeting 
p lanned for Cairo, and pass them off as representatives 
of the Palestinian people . . .  

President Sadat i s  not looking t o  arrive at a compre
hensive solution of the proble m .  This is a lie, a premed
itated lie motivated by his will to j ustify to the extent pos
sible in the eyes of the Arab world his separate actions 
with the aggressor. Let us cal l  a spade a spade. It is 
really a matter of de facto capitulation of Cairo before 
imperialism ,  before belligerent Zioni s m .  It is a matter of 
treason. 

Sada t is quoted as follows : 

My admiration before German m ilitarism is indescrib
able.  If I would try to describe it, I could not find suffi
c ient words in Arabic to express  my immense admira
tion and love. Hitler has stricken m e ,  and before him I 
was stricken by the German m ilitary spirit. 

(Tass concludes : )  These declarations of Sadat are 
very eloquent in describing who is who in Cairo today. 

Wash i ngto n  Observers On The Mideast 

Egypt' s  break of diplomatic relations with Syria is  
having a profound effect on the entirety of Mideast 
politics .  The fol lowing are assessments of the impact of 
S adat 's  moves on both the international and inter-Arab 
level by prominent observers in Washington . 

From an intervie w with a Washington source close to 
Israeli government circles. 

Sadat would rather see a split  in the Arab world than a 
comprehensive settlement. Sadat wants to assign to the 
S yrians the role of Soviet puppet. His thinking is that, in 
an overall settlement, his value to the U . S .  becomes nil ,  
while if the Syrians exist as a pro-Soviet force,  then he 

becomes an invaluable ally of the U . S . ,  and Sadat wants 
the U . S .  behind him . So he wants to drive the Syrians into 
the Soviet camp,  into the Rej ection Front , into an ex
tremist position. 

You see,  Sadat believes that U . S .  policy in the Middle 
East is based on a deception, and a clumsy one , one 
which the Russians will  not fall for .  Vance is trying to 
pull  in the USSR to support a Middle East settlement �s a 
process ,  at the end of which process the Russians will no 
longer have a presence in the Middle East ! Sadat thlnks 
the Russians are not stupid enough to fal l  for this plan, 
and that the U . S . -Soviet statement has given the 
Russians a procedural handle by which to sabotage 

4 MIDDLE EAST EXECUTIVE INTELLIGENCE REV IEW 



peace. 
The Israelis understand and sympathize with Sadat. 

Sadat wants to ally with Morocco against Algeria and 
Libya, with the Sudan against Ethiopia,  and with Israel 
against Syria and Iraq . 

The plan according to which S adat and Begin are 
operating is as follows . They wi l l  announce after a time 
that Egypt and Israel have made peace, a separate 
peace. Then, second, they wi l l  announce,  Balfour Declar
ation-style, an Israeli will ingness to negotiate other 
settlements - including a Palestinian homeland or 
entity - provided that the other parties engage in direct 
talks . The PLO is excluded from this process ; they wil l  
be killed off. That is the payoff to Israel .  

From an interview with a distinguished Washington
based Middle East specialist:  

We're in one of those frequent Mideast situations 
where everything looks like it' s falling apart but it really 
isn't .  Egypt and Syria are continuing their old awkward
ness in the Mideast, so the question is  where the complex 
of power remains.  Look at the way the Lebanon civil war 
ended, by the Saudis pulling the Riyadh conference 
together. We're back in that historical mode, and it ' s  up 
to the Saudis again to pull things together. I see that 
happening in about a month, at another conference 
called by the Saudis . What the Saudis are really thinking 
is  unknown, but this much can be said : They're worried 
about rejectionist influence increasing.  And they' l l  act to 
change all that around.  

From an intervie w with a Washington-based source 
close to Energy Secretary Jam es Schlesinger. 

Habib is in Moscow to tell the Soviets to rein in their 
operations and stop L . g  up our operation in the Mideast. 

Meanwhile, there is  a movement in Cairo to pull the 
Arabs into the Cairo conference .  There' s  a deal in Cairo. 
The Israelis are ready to offer a great deal : Golan, 
Palestinians,  everything - enough to bring the Syrians 
back in. The Syrians don't  want to be the stooges of 
Moscow, to get caught with those rej ectionist characters . 

The number one rule of the past three weeks has been a 
change in U . S . -Soviet relations .  Vance and Brzezinski 
are on the offensive . This is  healthy.  It ' s forcing Carter to 
take a long look at the Soviets ,  at what they're doing in 
Africa .  Carter has been provoked by the Soviets , and he's 
finally reacting to what they' re doing in Africa. Carter's 
response wil l  be hard-nosed, more so than six months 
ago. His recent statements on Cuban involvement were 
authorized leaks . 

The PLO now is out and the so-called genuine nation
alists of the West Bank are in, and unless Arafat comes 
around, all the way over, and accepts Resolution 242, 
he ' l l be dealt out. We' l l  get some kind of homeland deal 
without sovereignty, with hopes that it will last for years . 
In the short run , we' l l  smudge over the sovereignty 
question, and the autonomy issue, and we' l l  see a 
l im itation of I sraeli settlements . There wil l  be a deal, 
too , over the Lebanese refugees , offering them cash to 
s mooth over the right-to-return problem.  

Daya n  Has Beg i n 's Ea r 

Israel 's  negotiating stance with E gypt is not finally 
resolved, but is  now clearly working on the assumption 
that Egypt 's  recent leanings toward a separate peace 
should be encouraged . The prevailing view at the 
moment is  that of Foreign Minister Moshe Dayan, who 
last week openly called for a separate peace "at any 
time" with Egypt. In London for a state visit,  Prime Min
ister Menachem Begin declared that a separate peace 
with Egypt was "possibl e , "  thus shifting his earlier 
stance that a separate peace would be regrettable and 
that Arab disunity was not to Israe l ' s  ultimate advan
tage. 

I S R A E L  

According to a U . S .  correspondent for a right-wing 
Israeli newspaper, Begin, D ayan , and Deputy Premier 
Yadin are "all agreed on strategy, but how long this lasts 
will  depend on Sadat. If he leans in the direction of a 
separate peace, Dayan will  prevail ,  but if he holds firm 
for a comprehensive settlement, Begin and Dayan will  
split and Dayan will be on the outs . "  

The current Begin-Dayan convergence has undoubt-

edly been abetted by Sadat ' s  diplomatic break with 
S yria.  According to Franc e ' s  Le Monde Dec.  7, ruling 
c ircles in Israel are "clapping their hands" over the 
E gypt-Syria split since it expedites a separate Egypt
Israel peace. 

Begin is also echoing Dayan formulations . On Dec . 7 in 
London, he bitterly attacked the Soviets and stressed 
that Israel would welcome a G eneva conference without 
the Soviets - one of Geneva ' s  two co-chairmen - if 
S adat preferred that. 

Begin also interceded with British officials to form a 
bloc against France in the European Economic Com
munity, exactly one week after Dayan in West Germany 
counselled West German leaders to break with the 
French "pro-Arab" line. According to the Jerusalem 
Post, Dayan played upon " dormant anti-French 
feelings" in West Germany, and was overjoyed that West 
German officials had privately told him that the country 
would not recognize the Palestine Liberation Organ
ization. 

A Mood For Concessions 

Despite this government view, there exists in Israel in
creasing sentiment in favor of the government formu
lating a forthcoming position in peace negotiations. 
Israeli Finance Minister Simcha Ehrlich declared in an 
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interview last week that " peac e "  took precedent over 
" principles , "  an expression of the feeling that the more 
m ystical aspects of Zionist national ism must give way to 
the will  to seriously negotiate a peace settlement. 

A Dec . 4 political analysis by the Jerusalem Post' s poli
tical correspondent Mark S egal c la imed that subtle 
changes in the direction of concessions are occurring 
within two of Israel ' s  most " hard-line" parties , the 
ruling Likud and its coalition partner, the National Reli
gious Party. Segal identified Defense Minister Ezer 
Weizman as a key figure in determining the Likud' s  
policy directions,  expecting h i m  t o  " e m erge as a tough
m inded realist . "  

But the consensus view i n  Washington i s  that i t  i s  Begin 
himself who most personifies the historical moment in 
I srael ,  and who will  determine whether the country 
p lunges toward a new war or develops a serious peace ap
proach. 

The E g y pt O p t i o n  
VS . t h e  J o rd a n  O p t i o n  

The folJowing excerpts from a com m en tary by Shm uel 
Segev in the No v. 28 Isra eli daily Ma'ariv discuss the 
ongoing deba te and factional splits inside Israel o ver the 
shape of a Middle East peace settlem en t. 

The Egyptian president ' s  recent moves in Jerusalem 
did have an immediate outcome : the " c losing of a cir
cle" in Israel ' s  policy, which is now characterized by 
Moshe Dayan ' s  "Egyptian orientation , "  in lieu of Yigal 
Allon ' s  " Jordanian orientation . "  The struggle between 
these two concepts has been characteristic of Israeli 
cabinets since the six-day war . Thus , for example, when 
in the summer of 1 970 Moshe Dayan conceived the idea of 
an interim settlement with E gypt based on an Israeli 
withdrawal from the Suez Canal, Al lon was among the 
opponents of the idea initial ly,  and he was also supported 
in this position by former U . S .  Secretary of State William 
Rogers . It was Henry Kissinger who , in his capacity of 
President Nixon' s  national security advisor, supported 
Dayan's  idea. And when Sadat publicly adopted the idea 
in February 197 1 , a respite began in the internal 
struggles, and since then Israeli  policy has sought to 
reach that settlement. 

The contest between the " J ordanian option" and the 
" Egyptian orientation" continued during Y itzhak 
R abin's cabinet, when Yigal Allon was inclined to sup
port the U . S .  urgings for a settlement with King Hussein 
while Rabin and former Defense Minister Shimon Peres 
preferred further settlements with E gypt. Now the circle 
has been closed and Israel ' s  policy has been hermetically 
" locked" on Moshe Dayan ' s  " E gyptian orientation ."  

Regardless of how attractive a separate agreement 
with Egypt may seem to Israel,  the dangers inherent in 
such a move cannot be disregarded.  Success for Sadat' s 
policy depends on his ability to draw Jordan along with 
him and thus isolate S yria among Arab confrontation 
states .  In order to enable Sadat to draw Jordan with him, 
however, Begin's  cabinet has to change its conceptions 
regarding the future of Judea and Samaria.  Should Israel 
carry on with its present West Bank policy, Hussein will  

I-tave no " i ncentive" to follow Sadat,  and his loose 
all iance with Syria 's  President Hafiz Assad is likely to 
tighten. Thus the threat to Israel from the "eastern 
front" would not lessen but increase in the long run. And 
even if Assad and Hussein alone are unable to defeat 
Israel,  they can certainly harass it from various sec
tors . . . .  

Beg i n  A s  Peacemaker :  A n  Asses s m e nt 

The folJowing excerpts are taken from an interview 
with a distinguished Washington-based Middle East 
specialist. 

Unfortunately, I see little movement from Begin. He's 
coming out with the same old line now in Britain .  I 
wouldn't  necessarily quarrel with him on the PLO as 
such, but there must be a Palestinian state formed some
where down the line. It's a must.  I srael m ust accept the 
idea that there is a way to create a Palestinian state that 
they're not afraid of. If Israel is so goddamned strong 
that it can boast about being able to c lobber every Arab 
state put together, then why are they so worried about a 
pipsqueak state of one mi llion inhabitants? Begin, of 
course,  raises the spectre of Soviet influence,  but how 
can a modern state with more aircraft that Britain or 
France be afraid of a little rump Soviet state no bigger 
than Rhode Is land? R idiculous ! This is overemphasis on 
security from a l imited standpoint. This Israeli i llogic 
j ust doesn't  track . 

In Israel, Abba Eban is now saying the most important 
things . He's  changing.  Eban is the key to the situation, 
because back some months ago he was playing games 
with Begin, supporting Begin unconditionally,  but now 
you see a change . . .  Even a guy l ike (Defense Minister) 
Weizman thinks that security is based on air superiority, 
not territory, so he might be accepting some changes in 
his thinking too. 

As for Begin, he now has his chance.  What does he 
want? He wants to go down in I sraeli history as a great 
man. He fought with Ben-Gurion over the creation of the 
state, bitter battles that often were literally battles .  Then 
Begin went into a 30-year eclipse in the opposition. But 
now he has the chance to be a hero, so the question now is 
what kind of hero he wants to be .  Does he want to get 
more territory and have the world accept it, or does he 
want to be a big peacemaker, to transform a dream into 
reality and remove Israel from this dreadful cycle of 
war, paranoia, and economic disaster? Intransigence, 
though, won't  go anywhere. Begin thinks of himself as 
the father of the country, but I don ' t  know exactly how his 
thinking processes now are going .  He could transform 
the dream of peace into a reality,  but the question of his 
choice is not resolved at this point as far as I can see. 

I s rae l i  S c i e nt ists P ro pose J o i nt 
Is rae l -Egypt N u c l ear  Center  

The folJowing excerpts are taken from a n  article by 
Ya 'acov Friedler in the Dec. 5 issue of the Jerusalem 
Post. 
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Serious consideration should be given to the establish
ment of a j oint Israeli-Egyptian nuclear energy centre in 
Sinai.  Technion professor Shimon Yiftah said yesterday 
at the opening session of a nuclear energy conference at 
the Technion ( in Haifa) . 

Apart from that optim istic note . the conference atmos
phere was gloomy owing to the continued delay of the 
u . S .  government in supplying the nuclear reactor for 
Israel ' s  first nuclear power plant. 

The reactor was ordered by the E lectric Corporation. 
but the Carter administration' s  review of its nuclear 
export policy has again delayed delivery. 

The conference . .  . is sponsored by Israel 's  five nuclear 
societies in the fields of nuclear sc iences .  radiation. and 
medicine . 

Yiftah. who is president of the Nuclear Sciences 
Society and a member of the Atomic E nergy Commis
sion.  proposed that while the U . S .  reconsiders its nuclear 
export policy. Israel work out a nuclear policy of its own. 
He suggested that it be based on five points : 

* A c larification of whether the option for the supply of 
our first reactor from the U . S .  is st i l l  open. 

* A study of the possibility of buying a reactor from 
France. Germany. Japan. or Canada . 

* A study of the feasibility of building our own reactor. 
possibly with the aid of other countries .  

*The immediate stockpiling of  uranium fuel .  and the 
production of uranium from Negev phosphates.  

* A serious study of the possibi lity of a j oint nuclear 
energy centre in Sinai together with E gypt. He believed 

that in view of the recent political  developments in the 
region such a scheme was now " w ithin the range of feasi
bility. " 

Yiftah proposed that the mooted Sinai center comprise 
large nuclear power plants linked to large-scale water 
desalination plants . which together would support a giant 
sub-tropical farming proj ect to make the desert blossom . 
The centre should also include a large plant to produce 
nuclear fuel for both countries .  

He believed that the farming p roj ect. with i ts  use of 
modern methods and technology, would serve as an 
example for the whole world .  while the centre as a whole 
would demonstrate the tremendous potential for develop
ing the region . Israel would contribute its vast know-how 
in desert farm ing and water desalination to the proj ect. 

The centre would demonstrate the advantages of large
scale production for more than one nation at a time and 
would provide an answer to the fears about exporting 
sensitive technology to a single country. Yiftah said. He 
was sure that such a proj ect would have no difficulty in 
attracting international financing.  

Yiftah foresaw the possibility of a " nuclear isolation
i s m "  trend in the U . S .  which m i ght drive Third World 
nations to seek nuclear technology elsewhere or to make 
an even greater effort to develop their own. 

He did not rule out the possibility of the cartelization of 
nuclear fuel supplies by the producing countries.  
possibly through the establishment of a " nuclear OPEC" 
( including South Africa) . 

I s  A Pa l est i n e  Gov ' t  I n  Ex i l e  

The Next Brea k For Peace? 

The question of the Palestine Liberation Organization 
(PLO) form ing a government in exile in preparation for 
negotiations has again come into the news . 

A Palestinian government in exile could remove some 
major political stumbling blocks that have impeded 
progress toward a comprehensive settlement of the 
M ideast. Most importantly. Palestinians outside the PLO 
umbrella such as certain Palestinian West Bank and 
Gaza mayors could be brought into the government. As 
well. the constitution for such a governm ent could be 
worded in such a way as to recognize the sovereignty of 
all nations of the Mideast - a de facto recognition of 
Israel . 

After the summit of hard line Arab states at Tripoli last 
week. the French daily Le Monde reported that there 
may have been a reconcil iation between PLO chief 
Vasser Arafat and the radical left-wing elements of the 
PLO led by George Habash and Nayef Hawatmeh. In  a 
report from Cairo. Le Monde noted that such a rap
prochement might have been to bring these "rej ectionist 
elements" within a framework amenable to setting up a 
Palestinian government. Since the Tripoli sum mit.  only 
Zuhair Mohsin. the leader of the S yrian wing of the PLO 

As-Saiqa. has demonstrated a wi l l ingness to undermine 
such a reconc iliation. by making a grab for command of 
the l iberation organization (see below) . 

R eporter for E vents maga zine, Salim el Lozi, 
ediorialized in the Nov. 1 8  issue for the forma tion of a 
Palestine government in exile. Here are excerp ts :  

Many people in the Middle E a s t ,  like myself. cannot 
understand why there has been so much delay in the 
announcement of a Palestinian government. The con
ditions are ripe. the provisions are available and many 
Arabs and Palestinians have come to believe that the 
formation of such a government would help solve the 
problem of a Palestinian representation in Geneva . The 
U . S  . .  because of the nature of its administration and its 
international role . cannot deal  with revolutionary 
movements . 

More than once. the Americans have made it clear that 
they represent major international legitimacy. which is 
opposed to international revolution.  Consequently. they 
cannot work with a revolutionary organization. whose 
program inc ludes striving for the destruction of a state 
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which is a member of an international organization. 
Therefore, the U . S .  insists on P LO recognition .. of 
Resolution 242, which recognises the existence of Israel .  

The Palestinians gave an intell igent reply to this  
demand. They said  it was addressed to  states and 
governments and that they are neither a state nor a 
government. A revolution does not extend recognition to 
a state, indeed the reverse is the nor m .  This is what led 
President Sadat to put forward the idea, as far back as 
1972 of the formation of a governm ent in exile . . . .  

P LO :  N ot ' De l i g h ted ' 
Wi th  Tr i po l i  S u m m it 

Le Monde correspondent Eric R ouleau last week 
interviewed PLO spokesman,  Mahmud al-Labadi.  
Rouleau stressed that the moderate wing of the PLO for 
which Labadi speaks was more anxious about attending 
the refusal summit in Tripoli  than was S yria, since the 
main body of the PLO favors a compromise with Israel .  
In this connection, Labadi told Rouleau : 

"We are sti l l  prepared to establish our own state in the 
West Bank of the Jordan and in G aza, or on a territory 
representing only 22 percent of Palestine. In plain 
language, that means that we are prepared to coexist 
with the State of Israel and to establish relations with it 
which remain to be defined . For the sake of this we are 
ready to go to the Geneva conference - on the condition, 
of course, that we are invited to it  as the legitimate 
representatives of the Palestinian peop le . "  

Rouleau further reported that the moderate wing o f  the 
PLO had refrained from calling E gyptian President 
Anwar Sadat a "traitor" as D a mascus news media and 
Mr. Zuhair Mohsin, chief of As-Saiqa,  the Palestinian 
organization with Syrian allegiance, are doing. 

Rouleau concludes that the P L O ' s  tactic is ,  despite 
appearances,  not to desert the m oderate Arab camp for 
that of the " rej ection front" and to m aintain the all iance 
with Syria without, however, a ltogether c losing the door 
to dialogue with Egypt. This is why Vasser Arafat was 
not "delighted" with the Tripol i  sum m it .  Said Labadi : 
"We doubt that such a meeting can succeed . But we have 

no choice .  If  we had refused to go there we would have 
been accused of betraying the Palestinian cause and of 
surreptitiously supporting el-Sadat ' s  policy. By going 
there we are certainly risking attracting the displeasure 
of certain Arab countries, which would take a dim view 
of our rapprochement with Al-Qadahafi (President of 
Libya-ed . ) . " 

Saiqa Th reats 

The following are excerpts from an interview given to 
the Italian magazine E spresso Nov. 27 by Zuhair Mohsin, 
head of the "Saiqa " branch of the FLO. Saiqa is run by 
British-controlled networks of Syrian intelligence, and 
Mohsin has often vyed for the leadership of the FLO 
against chairman Yasser Arafa t, as during the 1975- 76 
Lebanon war. 

Q: What is your opinIOn of the idea of sending an 
American professor of Palestinian origins to Geneva, for 
which el-Sadat claims to have Arafat' s agreement? 
A :  Arafat has no power to appoint anyone to any con
ference without the preliminary agreement of the PLO 
Executive Com m ittee. 
Q:  Why do you Palestinians want to prevent every at
tempt by el-Sadat and Saudi Arabia to make peace with 
Israel? 
A :  I too want peace. But nobody can accept the un
conditional surrender to which As-Sadat wants to lead us . 
If the Arabs ' oil  wealth is not to be used for a j ust peace, 
then it should be burned, destroyed. 
Q:  There is talk of the possibility of the Palestinian 
resistance sp litting and of a new Palestinian front 
emerging from the agreement among all  the forces 
opposed to negotiation under present conditions.  
A: Why not? If  the present leaders are leading us to 
defeat and l iquidation, what reason is there for 
remaining united ? 
Q: From what people are saying, can it be deduced that 
before a war with Israel there wi l l  have to be a war 
among Arabs? 
A :  Why not? E ven Saladin, before he defeated the 
crusaders, had to fight the Arab monarchs for 25 years . 
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AFRICA 

Smith IConcedesl 
While Bombing Mozam bique 

Rhodesian Prime Minister Ian S mith's announced 
acceptance of the principle of one m an-one vote is  a 
deliberate action which wil l  raise tensions and increase 
the possibility of conflict in the region. S m ith announced 
Nov. 2� his intention to begin talks with a small group of 
Rhodesian tribal leaders and m i nisters with the goal of 
call ing universal suffrage elections for the purpose of 
making one of them the nominal black leader of 
Rhodesia.  Instead of cooperating w ith an internationally 
acceptable solution that the rest of Africa could accept, 
S m ith is going with this " internal option , "  as he calls it,  
to preempt the Patriotic Front, a front of two national 
liberation groups headed j ointly by Joshua Nkomo and 
Robert Mugabe ; and divide the frontline states .  

At the same t ime.  confirming S m ith' s  intentions the 
Rhodesian m ilitary launched raids deep into Mozam
bique against refugee camps which included members of  
ZANU . Mugabe' s  organization. O ver 1 00 civilians in
c luding women and children were killed. including the 
families of the top leaders of ZANU who were in the 
Mozambique capital of Maputo for a meeting. The S m ith 
regime boasted that they had killed 1 . 200 guerrilla 
fighters.  a figure which would a mount to 20 percent of 
Mugabe' s  forces . 

The gameplan was described by a spokesman from the 
Center for Strategic and International Studies (CSIS)  in 
Washington. a strategic think tank linked to Georgetown 
University. The CSIS intends to lend legitimacy to this 
operation by calling for international observers and 
guarantees while drumming up international support for 
this operation. 

The primary figure being used to draw support for the 
operation is  one of the figures with whom S mith will  open 
talks . the Rev.  Ndabaningi S ithole.  presently being 
escorted around the U . S .  by C S I S .  However, Bishop Abel 
Muzorewa. another Rhodesian political figure with 
whom Smith has considered running the internal option 
in the past, is  now reported by European diplomatic 
sources to be cooperating with forces opposed to this 
internal option . but who favor a unity government in
c luding the Patriotic Front, a development which makes 
it still more difficult for S mith to ram through this 
operation . 

eS l s :  U . S .  S h o u l d  S u p po rt 
Rhodes i a ' s  E l ec t i o n s  

A spokesman from th e  Center for Stra tegic and In
ternational Studies put forward this think-tank 's vie w of 
Prim e Minister Ian Smith 's call for elections in 
Rhodesia . 

The Anglo-American proposal  for a solution to the 

Rhodesia crisis was bound to fail right from the begin
ning. It tried to solve two conflicts at once - the conflict 
between blacks , and the conflict between blacks and 
whites - and therefore was too a mbiguous . Everyone 
looked at it as points to be negotiated, as opposed to a 
framework to be followed. 

S m ith' s  internal option of calling for elections is 
designed to preempt the guerril las .  undercut them. By 
moving ahead with p lans to create a black government 
with people willing to talk to him , S m ith is creating a fait 
accompli for the guerrillas and the frontline states that 
puts them on the spot. The raids were carried out to show 
he means business.  putting the P atriotic Front in deep 
trouble.  

The U . S .  should support the internal solution by calling 
for things like international observers to guarantee that 
the election is fair, and making sure that all parties are 
invited . If the U . S .  supports this solution. or at least says 
nothing against it. it will  have a good chance of working. 
S ithole. a credible nationalist.  i s  playing an important 
role in this .  He is on a tour of the U . S .  trying to get an 
open-minded A merican attitude to an eventual 
R hodesian government worked out through S mith
initiated talks with the non-Patriotic Front leaders . 

Zam bi a :  Tug-Ot-War 
Tremendous pressure is  being put on Zambian 

President Kenneth Kaunda to break ranks with the 
frontline states and capitulate to S m ith' s  maneuver. The 
Zambian economy is in such a crisis  that Kaunda said 
last week : " If we don't  take action, we will perish - we 
will collapse as a nation . "  Kaunda faces growing internal 
opposition as a result of this cris i s ,  and for this reason 
has been anxious for a sett lement package for the 
Rhodesia crisis mediated through Rowland W. Rowland 
of Lonrho Corporation ( who holds extensive business 
interests in Africa and the Middle E ast) and all ied Euro
pean political forces .  

Kaunda is  also being threatened with Rhodesian mili
tary raids . After the Mozambique raids, Rhodesian 
Defense Minister Hawkins claimed that Nkomo's ZAPU 
was training guerrillas in Zambia and threatened that 
Rhodesia will  take whatever m ilitary steps necessary to 
defend itself. Forces pushing the internal option think 
that if Kaunda can be forced to capitulate, Nkomo. a 
c lose political ally of Kaunda. can be pulled into the in
ternal solution, giving it credibil ity.  

The Carter Administration has so far remained 
unequivocal with respect to S m ith' s  internal option. sti l l  
trying to resolve whether to oppose it or not. Their 
hesitation is  understandable.  

The danger of S m ith' s  maneuver is  that it could easily 
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lead to U . S . -Soviet confrontation. Rhodesian military 
operations have been largely confined to attacks on 
ZANU in Mozambique, which could force the Mozam
bicans to call in mi litary assistance from Cuba or other 
socialist allies . Furthermore, U . S .  commitment to the 
Anglo-American plan in southern Africa could be seen by 
Moscow as an abrogation of the superpowers ' implicit 
agreement to mutual restraint in southern Africa .  

Br i ta i n  M a n e uvers S u p p o rt for  S i t h o l e  

British Foreign Secretary David Owen met with 
S ithole in London Dec . 4 ,  giving credibi lity and support to 
S ithole's effort to form a blackface government with 
S mith in Rhodesia.  Both Owen and S ithole stated that 
elections prior to independence were the key feature of 
the settlement effort, and S ithole said that the Anglo
American initiative was the basis for his negotiations 
with Smith. 

In a speech the day before , O wen made the threat of 
war against the liberation front explicit ,  as he castigated 
those at a Labour Party and Anti-Apartheid conference 
who wanted to support the liberation front : " It is going to 
be a very long , bloody, and damaging struggle in which a 
whole host of people will  be kil led and the outcome is 
uncertain . "  Instead he called for the West to back a 
settlement along the lines of the Anglo-American 
proposals . 

At . about the same time Owen backhandedly endorsed 
the Rhodesian raids into Mozambique in a BBC in
terview, saying they may be advantageous in getting 
what he called "overall  compromises" from the 
Patriotic Front that would help achieve an "overall 
settlement. " 

S i t h o l e  Stu m ps i n  U S A  

The now discredited onetim e  political figure in 
the Rhodesian nationa l ist  movement ,  Rev .  
Ndabaningi S ithole, for the past  few weeks has  been 
on an extended tour of the U . S .  His trip is being 
sponsored by the Center for S trategic and Inter
national Studies (CSIS ) .  After speaking with 
Secretary of State Vance Nov. 1 8 ,  S ithole gave a 
speech sponsored by the Center. He then went to 
Cal ifornia, speaking at the University of California 
at Santa Clara, and then returned to Washington 
for a discussion meeting at the American Enter
prise Institute . On Dec . 1 he was in New York where 
he met with Andrew Young. In numerous inter
views and televis ion appearances ,  S ithole is 
c laiming that "the guerrillas work for me,"  and not 
for the Patriotic Front. 
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ASIA 

Tha i la nd / Vi etna m Norma l ize Re lat i o ns 

Thailand and Vietnam issued a j oint communique this  
week calling for the normalization of  diplomatic 
relations as a contribution " to the cause of genuine 
peace, independence and neutrality in southeast Asia . "  
This diplomatic breakthrough w a s  foreshadowed when 
Thailand' s  Prime Minister and mil itary Commander-in 
Chief ,  G eneral Kriangs a k  C h a m a n a n d ,  told a 
correspondent for the Soviet daily Pra vda two weeks ago 
that he hoped to develop " m utually beneficial and equal 
ties" with the Soviet Union and other socialist coun
tries . At the same time, Thai Foreign Minister Uppadit 
Payariyangkul also announced the resumption of talks 
with the Vietnamese on the question of overflights of 
Thai commercial airlines in Vietnamese airspace.  

These developments come as somewhat of  a surprise 
and a reversal of the anticom m unist hostility of the 
previous military-backed governm ent of Prime Minister 
Thanin ,  who was removed in a mi l itary power play Oct.  
20 .  What is indicated is that Thailand has been brought 
into the mainstream of efforts by countries like In
donesia,  Malaysia ,  the Philippine s ,  Japan, and the Soviet 
Union to promote detente and economic cooperation 
between the communist and noncom munist states in the 
Southeast Asian region. 

. 
If Thailand continues to move out of its con

frontationist posture, the major loser in the area would 
be the People 's  Republic of China. The Chinese have 
recently made moves to build their own sphere of in
fluence in the region, reminiscent of the ancient Han 
dynasty control of the area.  The chief Chinese c lient in 
the region, the xenophobic Cambodian regim e ,  has been 
the maj or resource for the Han chauvinists . Chinese Vice 
Premier and Communist Party Politburo member Chen 
Yung Kuei is  currently heading up a delegations now in 
Phnom Penh as a follow up to Cambodian Party chief Pol 
Pot 's  recent visit to Peking. 

Another obj ective of Chinese wooing has been the 
shaky government of President Ne Win in Burma. 
R eturning a recent visit  to China by Ne Win, Chinese 
Vice Premier Teng Hsiao-ping is  currently in Rangoon. 
Teng, a protege of the late Chou En-Lai ,  is  considered 
the major architect of China' s  anti-Soviet diplomacy and 
helped arrange Ne Win ' s  recent visit  to Cambodia, the 
first head of state to be received in Phnom Penh since the 
Khmer Rouge took power . Teng ' s  Burmese visit is his 
first foreign trip since his second " rehabilitation" earlier 
this year. 

Chinese methods involve not-so-subtle form s  of b lack
mail .  Chinese-backed guerrilla insurgencies in Burma, 
which have been a major source of trouble to that 
government, and in Thai land are de facto offered as 
bargaining chips for friendship with the Peking regime.  
Informed sources report that Burmese President Ne Win 
sought withdrawal of Chinese support for the guerri llas 
on his last visit ,  but got merely a noncomm ittal "keep 

him on the hook" response from Peking . It is sim ilarly 
thought that the Chinese will offer their influence over 
the Cambodians to seduce the Thais , who have had 
severe border c lashes with the Cambodians in the past 
months .  

Chinese maneuvers in Southeast Asia  place them 
squarely in the path of Vietnam ,  which is a major power 
in the region and not too eager to see the Chinese 
dominate it. Since unification, the Vietnamese have been 
actively promoting a policy of detente and economic 
cooperation in the spirit of peaceful coexistence .  B 'l t ,  
their continuing support of  the Soviet Union 's  right, along 
with other powers , to maintain an economic and 
diplomatic presence in the region has brought them into 
sharp conflict with their erstwhi le  fraternal allies to the 
north. 

This was made most apparent during Vietnamese 
Party Secretary General Le Duan ' s  recent v is it to 
Peking where , in a clear diplomatic snub, Chinese Vice 
Premier Teng Hsiao-ping neither appeared at the 
welcoming ceremony nor took part in subsequent talks . 

According to diplomatic sources ,  Le Duan's  visit was a 
Vietnamese initiative to help patch up the S ino-Soviet 
rift. Teng' s  boycotting of the visit  i s  laid to the Viet
namese rej ection of the Chinese "Three World" 
stratagem of pitting the two superpowers against each 
other in a war In which, allegedly ,  only the Third World 
wil l  survive . Teng, who is said to be responsbile for 
resusc itating the theory four months ago, is considered a 
" deviationist" by Le Duan . The frosty visit was capped 
off by a speech by Le Duan praising the Soviet Union 's  
role in the world,  while Chairman Hua mouthed the 
fam iliar anti-Soviet l ine.  

Despite his apparent fai lure in Peking, Le Duan took 
the opportunity of a visit by East G erman party leader 
E rich Honecker to declare Vietnam ' s  resolve to heal the 
split .  He declared : "The party and people of Vietnam 
wil l  henceforth unceasingly work for the strengthening of 
m ilitant solidarity and fraternal cooperation between 
Vietnam and other socialist countri es . "  

H e  also took the opportunity t o  reiterate Vietnam ' s  
policy towards Southeast A s i a ,  saying,  "The government 
and people of Vietnam fully sympathize with and 
strongly support the struggle of peoples in Southeast 
Asia. . . .  standing ready to establish and promote 
relations of friendship and multiform cooperation with 
other countries in the region . . . .  " 

Developments in other countries of the region indicate 
that Chinese and Western attempts to rekindle past 
suspicions and tensions wil l  run up against policies 
aimed at promoting broader economic cooperation. In an 
unprecedented move, Philippine President Marcos 
p layed host to Honecker this week, and signed a trade 
agreement. It should not go unnoticed that Honecker' s  
visit ,  his first t o  a non-communist government in 
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Southeast Asia . occurred during negotiations hetween 
the U . S .  and the Philippines over U . S .  m ilitary base 
agreements . 

In Indonesia.  a Vietnamese trade delegation concluded 
a week-long visit .  Com menting on the visit .  the offic ial 
Indonesia Army newspaper.  Berita Yudha . predicted 
the expansion of relations between the two countries . An 
editorial com m ented . "We consider this mission very 
i mportant because it wil l  further a bigger und('rstanding 

that none of the countries of the Associations of Southeast 
Asian Nations are only interested in the region 's  
prosperity . "  After holding a meeting with Pres ident 
Suharto and discussion with numerous Indonesian of
ficials .  the delegation discussed cooperation in petroleum 
development. territorial disputes . and Vietnamese 
importation of Indonesian fertil izer.  

- Dean Andromidas 
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