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IN THIS WEEK'S ISSUE 

This was the week of the "hunter, killer 
satellites," a story fit for the comicbooks .. .if it 
weren't so dangerous ... the story behind this 

hoax is the City of London's drive for thermo
nuclear war . . .  This week's International Re
portgives the evidence and the anal
ysis . . .  highlighted by two articles in the 
Christian Science Monitor that makes 

Britain's position clear: the USSR must give 
up its technological military capacity or face 
a British-instigated nuclear showdown ... the 
outcome will be the wrecking of SALT . .. with 
B r i t a i n ' s  o w n  nucl e a r  f o r c e  a s  
backup ... London's cold war push is moving 
fast to the brink of hot war ... the ouster of West 
German defense minister this week .. . the 
British confide .. .is part of an attempt to get 
their own hands in control of the nuclear 
button (see WEST GERMAN REPORT.) ... 

* * * 

The primary flashpoint is Africa . .. 
especially the Horn of Africa conflict ... "The 

Ogaden war could confront Carter's year-old 

Administration with its first full-blown inter-
national crisis this spring ..... predicts lon-
don's Daily Telegraph . . .  Our AFRICA 
REPORT has a full report on the Horn of 

Africa crisis and how London produced it . . .  

* * * 

At the same time, Britain's instigated run 
on the French franc brought the world one 

step closer to sterling hegemony of the money 
markets. Although the franc took the beating 

the real target was the dollar and the sub
jection of the world to a hyperinflationary 
binge with the pound sterling sitting on 
top .. .for full currency markets report.;.for the 
increasingly devastating effect of Britain's 
manipulation on the U.S. economy ... on 
Europe's gold option see our ECONOMIC 
REPORT ... 

* * * 

The news from the United Kingdom shows 

the British girding themselves for war ... and . 



fascism ... with the replacement of the soft 
Fabian Callalhan lovemment with a new 
Tory regime headed by the Iron Lady Mar
laret Thatcher ... for an appraisal of the 
policies of what a new Tory government will 
look like ... seeEUROPE ... 

* * * 

Stateside, the leading piviotal fight against 
the British and their Tory agents of influence 
continues to be the battle lines beinl drawn on 
the NAACP's declaration for a capital-inten
sive, nuclear-energy-producing USA ... and 

there are signs that the Republican Party is 
cominl to life on this question as the fight 

begins on the Carter budget ... for the story see 
our NATIONAL REPORT ... 

* * * 

And while Britain guns for a nuclear war 
between the Soviet Union and the U.S .... our 

experts report that James Schlesinger's 
energy budget would destroy USA research 

and development capacity .. .for the story see 
SCIENCE AND TECHNOLOGY ... 

* * * 

Slave labor vs. capital intensive develop
ment is also the crux of the issue between the 
Carter Administration and the government of 
Mexico ... "If only they would discuss labor 
i n t e n s i v e  job s . . .  t h e n  w e  c o u l d  
talk" ... bemoans a White House aide ... for 
report plus exclusive interviews on the border 
question and the slave labor blackmail see 
COUNTERINTELLIGENCE ... 

In the last issue of the Executive In
telligence Review. we announced that this 
issue would include a history of the 
Trilateral Commission's  role as an "action 
body" for the implementation of the City of 
London ' s  monet a r i s t  p o l i c i e s .  T h e  
Trilateral Commission feature h a s  been 
postponed, and weill be included in a future 
issue. 
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IN.TERNA TIONAL 

The Great Satel l i tes Hoax 
This has been the week of the British-scripted "Great 

Satellite Hoax . "  The British Round Table ' s  press and 
media outlets in the U . S . ,  including the Christian Science 
Monitor, the Washington Post, CBS,  and NBC, soon 
echoed by British agenst-of- infiuence in the government 
led by energy czar James S chlesinger, paralyzed the 
misfunction of Soviet Cosmos 954 satellite into a 
preposterous " U-235" incident . It is a crude attempt to 
sabotage U . S .-USSR joint nuclear energy technology 
development, and space exploration , wreck the SALT 
talks,  and make impossible potenti a l  both U .S . -Soviet 
entente and world industrial recovery . 

This was fol lowed by a " Big Lie" black campaign run 
by those same forces about a lleged Soviet "killer 
satellites" used for s imi lar Cold War purposes . 

The timing of the Great Satellite Hoax is not ac
c idental .  Nor is the campaign predicated upon any ob
j ective U . S . -Soviet dispute. The G reat Satellite Hoax is 
being used by the ruling British oligarchy and its agents 
of influence around the world as a psychological warfare 
instrument in behalf of their strategic policy. It is that 
strategi c policy ,  and the evil force s  behind it that must be 
defeated if there is to be any hope for peace and progress 
i n the future .  

How The British Are Wrecking U.S.-USSR Entente 
The Jan. 26 Christian Science Monitor, in a centerfold 

feature titled "Does Britain Need a Nuclear Deter
rent? " ,  performs the service of a dvertising the fact that 
the British financiers ' Round Table is  now threatening to 
launch a unilateral first nuclear strike if it appears that 
the world is slipping out of London' s  grasp.  A second 
Christian Science Monitor contribution, the Jan . 31 
editorial "Stop the Space Arms Race, " makes clear why 
British agents-of-influence Stansfield Turner and James 
R. Schlesinger, and Fabian Harold Brown, are now or
chestrating the "Soviet killer satellite" and Cosmos 954 
hoaxes .  

Great Britain is deeply m eddling in U . S . -Soviet SALT 
talks and other essential features of m utual "detente" 
policy to sabotage any U . S . -USSR h igh technology-based 
cooperation which might lead to entente . This British 
meddling is aimed at manipulating U . S . -USSR relations 
into conformity with City of London merchant bank 
policy for deindustrialization of the world economy, 
inc luding the emergence of a new and wasteful U . S . 
Soviet arms race .  

British Nuclear Blackmail 

" Britain must decide whether to update its bal l istic 
submarine force, and thus remain a strategic power, or 
whether to rely solely on the U . S. i n  a threat of war with 
the Soviets , "  the headline to the Monitor's feature says, 
"Does Britain Need a Nuclear Deterrent? " By in
sanely championing what amounts to a uni lateral British 
first-strike nuclear posture, the Christian Science Moni
tor has helped to emphasize the i mportance to world 
peace of Soviet strategic " Option A" - and an imme
diate public pronouncement by Moscow that it  reserves 
that option to target only United K ingdom territories and 
satrapies in the event of a London-provoked nuclear war. 

This insane nuclear blackmail  threat. in line with 
ongoing British destabilizations and instigations of war 
in the Middle East and the Horn of Africa,  is  immediately 
directed against the current talks between an l l -man 
Soviet delegation, U . S .  government officials in Washing
ton and business leaders in Houston, Los Angeles ,  and 
Detroit .  Britain has succeeded in sabotaging such hope
ful lines of negotiations in the past .  Although these cru
c ia l  discuss ions have been a lmost totally blacked out by 
the Monitor. the Washington Post, and other British 
media mouthpieces in this country, reports from 
congress ional sources,  USSR press accounts ,  and the 
several delegations ' itineraries a l l  indicate their sub
stance to be a sincere Soviet push to reinvigorate detente 
and move toward U . S . -USSR entente - SALT, recon
vention of Geneva. j oint exploration of space ,  and ex
panded trade and investment. 

British Wrecking Operattion 
Against SAL T 

Yesterday 's  Monitor editorial ,  " S top the Space Arms 
Race , "  advertizes the British strategy to wreck the U . S . 
USSR SALT talks and turn them into a vehicle for a 
British-induced ban on advanced technologies. Targeting 
the two areas of high-technology U . S . -Soviet potential 
col laboration - nuclear energy development, and the 
j oint exploration of outer space - which if coupled with 
disarma m ent proposals could make the SALT talks via
ble as  an instrument for progress and lasting peace, the 
British Monitor writes: "Now that attention is ri
veted on the Soviets ' mil itary satellites and the need to 
m ake mi litary authorities accountable for what i s  going 
on in space, especially where nuclear materials are in
volved, the tim e  would seem to be opportune to negotiate 
a halt to the arms race as well .  The Carter Ad-
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ministration ought not to delay such discussions any 
longer . "  

Britain 's  wrecking operation against t h e  S A LT talks 
has been underway for some t i m e .  In fact .  the present 
British inclusion as the " thi rd power" at the Compre
hensive Test Ban Treaty talks has only served to create a 
separate track that is disastrously undermining the 
effort to achieve a SALT agreem ent in  the best tradition 
of President Eisenhower ' s  "Ato m s  for Peace" proposal . 
The British have already used the Test Ban talks to 
sucker the U . S .  and the USSR into a ban on the peaceful 
use of nuclear explosives ( PNE ' s) .  Britain, of course ,  is 
not interested in such tests . This British ploy is a foot-in
the-door for British agents-of-influence in the United 
States and their dupes to now demand a complete ban on 
nuclear reactors in orbiting satell ites .  The current 
Comprehensive Test Ban talks are unaccepta ble and are 
serving to undermine the poten tial a chievem ent of 
SALT. 

The British wreckers have also conspired through 
James Schlesinger and Henry Kiss inger in the United 
States , and by their own NATO policies ,  to wreck the 
S A LT talks by the insinuation of completely bogus issues 
- i . e . ,  British issues . 

Readers have been inundated i n their daily news
papers with hysterical cries from British agents-of-in
fluence and their dupes in the U n ited States that the 
S A LT agreement Carter and Brezhnev have been on the 
verge of signing would not count the Backfire bomber as 
a strategic weapon, that a three-year moratorium on the 
transfer of U . S .  crui se-missi le  technology and their 
deployment to Europe endangers our allies . and that 
inspection of the arms agreement would not be possible .  

The Soviet Backfire bomber is  a Briti sh issue ! In fact.  
its intermediate range is ideally suited to wipe out the 
City of London should that nation continue its pro
vocations against world peace and economic recovery. 
In the U .S . ,  including those who run the nuclear 
war lobby, the Committee on the Present Danger, 
desperate to bring the U nited States in behind Britain ' s  
nuclear blackmail  policy l ine ,  have  put  out  the  Big Lie 
story that Backfire should count a s  a strategic  weapon in 
the SALT talks because, it is  fa lsely a lleged. it could and 
would be used as a Ka mikaze instrument to drop thermo
nuclear weapons on the U . S .  in the event of World War 
III .  

S imi larly, the crui se mi ssile, w hich i s  nothing but an 
updated version of the Nazi Wunderwaffen "buzz 
bombs" has been orchestrated into an issue by the 
Rothschi ld-controlled London Tim es since Decem ber; 
Britain is the only "European" country demanding its 
deployment. The British Round Table and the pathetic 
victims of their ideology want such an ineffective and 
unreliable war-losing weapon deployed in the NATO 
arsenal because,  however useless in a war, it is very 
useful to provoke one . 

The so-called inspection issue is real ly nothing but psy
chological warfare. camouflage for the British demand 
for a "technological disarma m ent" ban on scientific 
breakthroughs and their application to both commercial 
production and new weapons syste m s .  Thp. U.S. should 
not embark on the futile course of attempting to banish 
innovation from arms develop ment.  Precisely the areas 
of research which are most i mportant to advanced 

weapons technology. namely f'Jsion and aerospace and 
their subsumed research branches , a lso demarcate the 
areas of potentially most fruitful collaboration between 
the NATO-OECD and Comecon-CMEA nations . "Tech
nologi cal disarmament" would not be a step toward 
peace, but a step away from technologies whose colla
borative development to solve m utual problems of ener
gy,  resources .  and production technology would be the 
firmest foundation of peace .  Close U . S.-USSR scientific 
collaboration, especially in the various areas of fusion 
research - which must be put on a trea ty basis, either in 
S A LT or another U . S . -USSR treaty agreement - would 
not only assure the early practical development of a vir
tually unlim ited energy source, but would also make all 
but impossible the secret achievement of destabilizing . 
major unilateral advantages in m i litary app lications . 

In the last two weeks ,  liberal and conservative scien
tists who had been unified and ral lying around the recent 
call  for joint U . S . -USSR fusion power development by 
Soviet academi cian Nicholai Basov and A merican 
sc ience leader Edward Teller have begun to succumb to 
British psychological  warfare on these and related 
matters .  For example, Representative Charles Wi lson 
( D-Cal . ) ,  wi th backing from science and industrial in-

"Does Britain Need a Nuclear Deterrent ? "  asked 
the Christian Science Monitor centerfold Jan.  26. 
Belo w is an excerpt:  

They bear the names Resolution , Renown, 
R epulse, and Revenge . In fair weather and in foul,  
somewhere in the North Atlantic,  they move noise
lessly below the slate-gray surface,  bearing their 
lethal burdens : 16 sleek Polaris A-3 missiles per 
submarine, each missile with nuclear warheads 
many times as destructive as  the bomb dropped 
over Hiroshima.  

These four submarines constitute Britain's 
strategic nuclear deterrent . . .  , 

I n  St .  James ' s  Square, not far from Piccadilly 
Circus , stands mellow Chatham House, once the 
home of Wil l iam Pitt the E lder. now the head
quarters of the Royal Institute of International 
Affairs .  

Since 1976 ,  the institute has been engaged i n  a 
three-year assessment of Brita in ' s  foreign-policy 
options in the early 1 980s,  including the British 
nuclear deterrent. 

Among the early fruits of this  study is a thought
ful document entitled "The Future of the British 
Nuclear Deterrent . "  written by strategic thinker 
Ian Smart. . .  

Britain could probably choose a successor to its 
Polaris force at an acceptable level of cost . Mr. 
S mart ' s  study concludes that although cruise mis
si les will  be cheaper than ballistic missiles , the 
overall  cost of a nuclear submarine force equipped 
with cruise missiles would be somewhat greater 
than a force equipped with ballistic missiles 
because more submarines would be required . (The 
study suggests costs of £2,245 mil l ion to £2,925 
mi l l ion at 1 976 prices for a ballistic missile force 
and £2 . 740 mill ion to £3 ,430 m illion for a cruise 
missi le  force. ) 
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terests represented at Livermore and Los Alamos 
laboratories .  has been fool i shly atta cking SALT on the 
Backfire and crui se m i ss i le Questi ons as well  as the in
spection issue. Instead. these we l l-meaning prodevelop
ment forces should be training their  fire on the anti-tech
nology British-instigated Comprehensive Test Ban nego
tiations.  while resolving the technology ban problem in 
S A LT by exposing the Brit ish " arms control"  scenarios 
and by fighting for joint U . S . -USSR fusion development 
as part of the trea ty. On the l iberal side arms control
oriented scientists l ike Kosta Tsipsis of MIT have fallen 
into the trap of British political intelligence operative 
Ralph Nader and. in the wake of .Ta mes S chlesinger 's  
phoney " U-235" Soviet spy-satel l i te hoax .  have fool ishly 
encouraged President Carter to call for a ban on nuclear 
technologies in outer space to prevent an "arms race" 
there . This preposterous proposal  only undermines the 
fantastic possibi lities contai ned i n U.S.-Soviet joint 
exploration of outer space. 

Brown's "No Choice "  

O n  Feb. 2 .  Secretary o f  Defense Harold Brown 
presented Congress with his annual report - containing 

announcement of plans to develop "killer satellites" 
while speeding deployment of cruise missiles and begin
ning a massive conventional build-up of NATO forces. all 
because "the Soviets leave us no choice ."  At the same 
t ime.  Brown telegraphed plans for development of the 
$35 bi l l ion MX-mobile missile .  and, according to the New 
York Times, stated that the U . S .  m ust develop effective 
relations with China as a counterweight to the Soviet 
Union. Brown' s  report , in short, was probably authored 
by the London International Institute for Strategic 
Studies .  

On Feb.  3 .  a day later , the Washington Post' s  Stephen 
S .  Rosenfeld told readers "How to Sell  SALT . "  Rosenfeld 
recommended that the current Secretary of State, Cyrus 
Vance. step out of the SALT negotiations ,  and that 
Harold Brown . the " wonder weapons " boy who opposes 
U . S .  collaborat ion with the Soviets on nuclear energy and 
space exploration, be made Jimm y  Carter' "point man" 
to "sell S A LT . " The message couldn' t  be clearer : Let the 
Soviets submit - and the U . S .  agree - to " technological 
disarmament" as the substance of a SALT treaty. or 
London wi l l  begin a spiraling new arms race .  that could 
lead straight to nuclear war.  

Press Uses Cos m os 954 To Whi p  Up Cold Wa r Hyster ia 

New York Times. Editorial. Feb.  2 :  
The fiery plunge to earth of a Soviet military satellite . 

carrying a nuclear reactor. has now ignited a debate 
over what, if anything, should be done to prevent a recur
rence . . . .  

Assessing the risks and benefits o f  using nuclear power 
in space is difficult ; scant information is  available . . . .  The 
Soviet .. have reportedly put 16 reactors in orbit.  They 
apparently depend on reactors to power radar systems 
that track American ships at sea. and thus may be reluc
tant to accept a ban on the m .  

The risks imposed b y  nuclear system s  in space are 
difficult to estimate. Both superpowers boost their satel
lites into high orbits where the nuclear materials will 
have centuries to decay. But they guard against malfunc
tions differently. The American program packages its 
radioactive power sources in cases designed to survive a 
plunge through the atmosphere . The system has worked 
thus far but there is always some risk of rupture . The 
Soviet program counts on the satellite burning up and 
disintegrating high in the atmosphere . wh�re its radio
active cargo could presumably disperse harmlessly. But 
the accident in Canada reveals that some dangerous 
material can reach ground . . .  

The worst accident would involve a nuclear satellite 
dis integrating low in the atmosphere and showering 

'radioactive materials and gases over a heavily popu
lated area . That might kill hundreds .  or even thousands 
of people . . .  

President Carter has proposed that reactors b e  used 
only for deep space missions where solar energy is  inade
quate and that they be banned from earth orbit unless 
" sure-fire" methods are found to prevent global pollu
tion. That fits nicely into the current American space 
program but may not sit well with the Russians . Nor does 

i t  answer all the doubts about safety. Could not the 
launching of a nuclear probe into deep space go awry. 
showering the earth with nuclear debris? . . .  

Ne w York Times. Jan 29 : 
E nergy Secretary James R .  S chlesinger said today 

that it was inappropriate for satellites containing nuclear 
reactors to orbit the earth. But he said he did not know 
whether nuclear-equipped satellites could be banned 
effectively. 

Mr. S chlesinger. appearing on ABC-TV ' s  " Issues and 
Answers. "  was commenting on the S oviet spy satellite 
that fell from orbit Tuesday w ith a nuclear reactor 
aboard. 

Asked whether the United S tates should push for an 
agreement with the Soviet Union to prohibit nations from 
sending up nuclear reactors with their earth-orbiting 
vehicles, he said : "I would prefer to leave that particular 
question to the Department of S tate . But there are 
serious hazards.  and I regard it as inappropriate to have 
nuclear reactors orbiting the earth." 

"I think that if all  powers were to agree on that. that 
such events could be avoided in the future, " he added, 
" but there' s  no possibility of that unless the Soviets were 
to agree to cease using this particular form of satellite . "  

The Daily Ne ws, New York, " Russians C a n  Kill  U s  in 
Space. CIA Chief Says . "  by James Wieghart. Feb. 1: 

The Soviet Union not only has the ability to orbit in
creasingly sophisticated spy satellites to monitor United 
States military activities worldwide. but the Soviets also 
have perfected a killer satellite to shoot down U . S .  spy-in
the-sky probes,  CIA Director S tansfield Turner said 
yesterday. 

Turner, in a wide-ranging meeting with reporters . con-
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firmed that the Soviets have the " operational capability" 
of shooting down American intelligence satellites . This 
means that the Russians not only have successfully 
tested their killer satellites, but actually have some 
deployed, ready for use. 

But Turner declined to say whether all u. S .  satellites 
were vulnerable to the Soviet killer satellite or only those 
flying in a low earth orbit. He also refused to be drawn 
into a detailed discussion on the implications of the 
Soviet anti-satellite capability for the strategic arms 
limitation talks (SALT) which rely on intelligence 
satellite monitoring for reinforcement. 

But Turner made no effort to conceal his concern over 
the Soviet anti-satellite capability and the danger it poses 
to U . S .  security, particularly at a time when the United 
S tates is relying more heavily on so-called "technical 
intelligence" - intelligence gathered by electronic 
sensing or photographic satellites .  

The United States has been testing various anti-satel
lite devices, some using lasers and others armed merely 
with high explosives, but defense officials have said 
privately that it will be at least several more years 
before such devices will be operational .  

President Carter last April referred publicly to Soviet 
killer satellite tests as the " satellite intercept" program, 
but Carter did not sketch out in detail how extensive the 
program was . 

With the SALT negotiators moving toward a Phase 2 
agreement strictly limiting the number of nuclear 
weapon delivery vehicles that each side can maintain, 
Carter was clearly concerned about the problem of 
verification, which, of course, meant verification by 
satellite . . .. 

Unlike the Soviets, who are beefing up their ground
based espionage activities around the world, the U . S .  is 
cutting back its conventional spy force in favor of tech
nical intelligence, Turner said. As a result, more and 

more of the U.s.  intelligence product comes from spy 
satellites, electronic eavesdropping and other technical 
means . . .  

The Trib ,New York, "Soviets Breed Killer Viruses," Jan 
31 : 

The Soviet Union is believed to be breeding new strains 
of killer viruses and m icrobes in heavily guarded bio
logical warfare factories, Western intelligence sources 
said yesterday in Brussels. 

They said American spy satellites have photographed 
several establishments near Moscow and the western 
Soviet Union which intelligence analysts have concluded 
are biological research and production centers . . .  The 
sources said Western intelligence services believe the 
Soviets are working on refining and making more lethal 
microbes and viruses which cause the worst diseases 
known to man - plague, anthrax ,  tuberculosis, small
pox, yellow fever and diphtheria .  

More seriously, Western scientific experts who advise 
NATO's military authorities have reason to suspect that 
the Soviets are adapting three horrific new diseases for 
warfare purposes . The sources describe the diseases as 
hemorrhagic fevers discovered in Africa during the past 
20 years. 

They are lassa fever, which according to the sources 
kills 35 out of every 100 people it strikes, ebola fever, 
which kills 70 out of every 300 , and the deadly marburg 
fever, also known as green monkey disease. 

The sources said the Soviets were working along four 
principle lines involving both the old and new diseases : 

-Increasing their lethality; 
-Cutting their incubation time so they will kill more 

quickly; 
-Finding means to protect Soviet troops and civilians 

from the diseases, and 

The British line On Technology 
We reprint here a sta temen t  issued by Judith Hart, 

Britain's Minister of Overseas Development, which puts 
forward the British notion of "appropria te technologies" 
for the Third World - and elsewhere. It appeared in the 
Venezuealan newspaper, EI Universal Jan.  30,1978. 

In a few words, the most appropriate technology 
for . . .  Third World development is that which permits the 
fabrication of a product whose economic form makes use 
of more materials that are found in abundance in the 
same region and less of those which are scarce.  

The answer in this case to what would be the most 
appropriate technology is the animal-pulled plow ad
j ustable to make furrows from 20 to 46 centimeters in 
width. This plow only costs 30 pounds and requires 
almost no maintenance of any kind. Its application would 
leave no one without work and, on the contrary, could be 
produced in the same locality and would thus create a 
source of employment .  Labor would be carried out in 
better form with more yield and more easily. 

Given the low level of investment made by the Third 
World,  it would only be possible to equip a small section 
of the labor force with the installations required by 

"Western" techniques . With its immense problem of 
unemployment, the countries of the Third World need 
less advanced techniques which imply more employment 
and less capital.  

At the same time, they should prove more productive 
than traditional methods . . .  For this reason they are often 
called " intermediate" techniques . . .  

The intermediates technologies for the utilization of 
energy, as for example, those applied in the use of solar 
and wind energy, could also be important, especially in 
the rural zones . 

To help resolve this problem, the m inistry that I head 
- and the other international aid organizations - must 
depend on the knowledge that any government to which 
aid is given accepts the necessity of putting the most 
appropriate technologies into practice. That which we 
can do is contribute to introducing the concept of in
termediate technology among the technicians and 
professionals of the Third World dedicated to research, 
high and middle level functionaries, contractors and 
manufactures, educators and particularly university 
students who will be the ones making future decisions . 
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·Improving means of delivery . . .  
The main weapon for a Soviet chemical or biological 

attack would be the 40-tube BM-21 multiple rocket 
launcher. Two batteries of six launchers could lay down 
nearly 500 chemical warheads in a few seconds . 

NATO has only a limited ability to fight a chemical 
war. The United States is the only country with a sub
stantial retal iatory chemical capability but has re
nounced altogether the use of biological agents and 
weapons . . .  

u.S. la bor Pa rty: Satel l i te Hoax 

Must Not Wreck SALT T a I ks 
The follo wing is a U. S. La bor Party sta tement first 

published on Feb. 3 as an editorial in the USLP's ne ws
paper New Solidarity . 

The wholly unwarranted but ever-growing furor over a 
p iece of benign Soviet satellite debris in the northern 
Canadian tundra - as pointed out by columnist Joseph 
Kraft. long known to U . S .  and Canadian authorities to be 
on its way - and the immediate clamor for control of 
satel l ites. and banning of nuclear power in space. make 
it necessary and urgent to reaffirm what the viable basis 
for a strategic understanding between the United States 
and the Soviet Union must be .  

As emphasized and spel led out in the Labor Party' s  
statement o n  the Strategic Arm s Lim itations Talks 
(SAL T) . "From Detente to Entente . "  released in 
December 1 9 7 7 .  the sole acceptable basis for negotiations 
expressing the only true interests of both the Soviet 
Union and the United States i s  a S ALT agreement based 
on col laborative arrangements in the two fields of tech
nology which comprise 99 percent of the basis for ad
vanced weapons systems - fusion energy and aerospace 
technology. We have developed the argument for colla 
borative efforts in advanced fusion research and the 
many Soviet in itiatives in this d irection ( most recently 
by laser fusion spec ial ist N ikola i  Basov in Mai m i .  
F lorida) o n  many past occas ions . I n  t h e  c a s e  o f  space 
technology. information on satell i te and related capa
b i l ities inc idental to the "crash" actually underscores 
the importance of this  area of research. involving not 
only the basic science of the earth's atmosphere .  but 
technological appl ications ranging from resource 
prospecting to c lim ate control . 

Such a reaffirmation of the requ ired SALT policy is 
necessary because it is clear tha t  the satel l i te hoax and 
the seemingly unrelated issue of renegotiation of a Test 
Ban Treaty are being used to turn the present SA L T talks 
into a replay of the 1 920s and 1 !l30s League of Nations 
d isarmament talkathon . The only purpose for turn ing 
present artic les appearing in  the  Chri st ian Science 
Monitor : that i s  the attempt by  the technological ly  most 
backward nation in the advanced !;cctu:-. England. to 

retain its strategic nuclear blackmail ability. Given the 
technological and scientific backwardness of "Great" 
Britain.  it  can only assure continuation of this threat by 
imposing its own backwardness on the community of 
advanced industrial nations through maintenance of 
technological "parity. "  This also explains the peculiar 
interest shown by Her Maj esty ' s  government in Soviet 
fusion disclosures to the U . S  .• as in the matter of Soviet 
electron-beam fusion special ist  L eonid Rudakov. docu
mented in the f i les of the U . S .  Department of E nergy. 

Toward a SAL T Agreement 

Init ial ly .  strategic arms negotiations must be a matter 
conducted exclusively between the United States and 
the Soviet Union.  on the policy basis indicated . Issues 
relating to satell ites.  incidental weapons systems.  and 
other secondary matters must be subsumed features of 
an overall settlement. rather than operating on separate 
tracks from which diversionary and destructive 
m aneuvers can be launched against the core of the nego
tiations .  

Second. once an understanding on the basis indicated is 
reached between the Soviet Union and the United States. 
such a collaborative arrangement then becomes the 
framework for expanded negotiations between the U .S  . .  
the Soviets. and other progress-oriented advanced sector 
industrial nations and Third World countries for joint 
development and peaceful applications of nuclear and 
space technology-based proj ects . 

When one considers the high-technology. industrial
centered it inerary of the visiting high-level Soviet dele
gation led by Boris Ponomarev to Houston. Los Angeles . 
and Oetroit: Ponomarev' s  own public and explicit link
age of progress in S A LT and increased U . S . -Soviet 
economic col laboration. modeled on cooperation with 
Henry Ford and other Midwest industrialists during the 
1930s; and this week ' s  expression of support for nuclear
based space research. d irectly in the face of 
Sch lesinger ' s  campaign, by leading scientists at the Los 
Alamos Laboratory. it becomes c lear that this SALT 
pol icy is not only necessary. but i m mediately feasible.  
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Ca rter Uses Hoax To Ask Space Techn o l ogy Ban 
Right on cue from James Schlesinger and Z .  Br

zezinski, President Carter stated in  his press conference 
of Jan. 30 that current U . S .  policy is  to sabotage the next 
stage in space technology - the development of high 
density, m iniature nuclear reactors for satellites . 

The pathetic irony of this modern day Luddite action is  
not only that such a move would prevent thi s  country 
from taking advantage of the tremendous potential of 
thi s  new technology, but that, in fact ,  the Soviet Union 
has already developed such miniature nuclear power 
sources for its satellites, and i s  deploying them for both 
peaceful and mi litary missions ! 

The present stage of space technology,  in both earth 
orbit and for satellites on interplanetary m issions , is 
l imited only by the lack of suffic ient quantities of elec
trical energy for scientific instruments and new 
technological devices on board the satellites .  By far the 
most efficient and compact m ethod for supplying 
quantities of energy in excess of 10  ki lowatts (about 1 00 
light bulbs worth) is a nuclear power plant. Below this 
a mount of energy, solar cells, placed on large surfaces 
like wings on a satellite, have been used, but they have 
the serious disadvantages of every diffuse source of 
energy - they require high capital investment, are 
d ifficult to maintain, and are i m possible to use farther 
away from the sun than the earth ' s  orbit .  The energy 
density of space-borne f iss ion reactors,  on the other 
hand, is of the same high quality which makes their use 
so necessary on earth. 

Until 1 965,  the U . S .  had a research and development 
program to develop a nuclear reactor whose high density 
of energy and compact size could solve the requirements 
for powering a more advanced generation of satellites . 
However, that was the last year that the U.S. has had 
such a nuclear-powered satellite in operation, and its 
research program has been continued on only a piddling 
level .  The Soviets, however , have continued their 
p rogram on a high level ,  and can now deploy a satellite 
powered by a 100 ki lowatt nuclear power plant ! The 
Cosmos 954, whose malfunction and crash into the ear
th ' s  atmosphere has been the pretext for Schlesinger' s 
manufactured hysteria over nuclear-powered satell ites. 
was a military surveillance satellite which used its 
nuclear energy to power a strong radar beam capable of 
detecting and monitoring all U . S. sea going surface ships 
through clouds and in any weather ! 

The uses of this satellite technology are not only 
mi l itary, however. Both the United States and the Soviet 
Union have benefited tremendously from the civilian 
uses of satellites to an extent l i m ited primarily by the 
energy which the satellites can deploy. Satellites have 
started a detai led survey of every part of the globe, most 
especially those areas previously inaccessible to 
engineers (like the poles and dense j ungle areas ) .  More 
sophisticated cameras and sensing devices have made 
prospecting for oil and minerals from space a widely 
used technology. For the first t ime ,  studies of global 
cl imate, wind, and precipitation,  and global biospheric 
studies are possible using the data from these satellites . 
The detailed picture which i s  accessible from satell ite 

i nformation is  almost unbelievable : for example, a study 
is now being conducted to predict earthquakes in 
southern California using satellites which have been able 
to measure movements of the ground of less than one 
inch per year! Com munications satellites have made 
i ntercontinental television and computer links a reality. 

These immediately available technologies are l imited 
because of energy l imitations in present satellites . 
E xactly as on earth, the density of energy available is the 
central l im iting feature of any technology - a higher 
energy density makes qualitative new possibilities 
available. 

The Soviet Union has seized thi s  opportunity and made 
a number of important breakthroughs in the nuclear 
technology required to increase energy for the satellites .  
The U . S .  i s  estimated by experts to be at least f ive years 
behind the Soviets in the development of the next 
generation of space satellite power-source technology.  

Confronted with this promise and threat, Carter 
p iously intoned : "We would be glad to forego the 
development of any such satellite al l  together and will 
pursue that option with the Soviet Union . . . . ! would favor 
at this moment an agreement with the Soviets to prohibit 
earth orbiting satellites with radioactive material in 
them. " 

Carter and Schlesinger' s  attempt to further sabotage 
the U .S. program has already sparked opposition even 
within Schlesinger 's  Department of Energy . Last fall ,  a 
comprehensive report on the necessity and importance 
of satellite-born nuclear power was released by the Los 
Alamos Sc ientific Laboratory . At a press briefing almost 
s imultaneous with Carter' s ,  Department of Energy of
ficials  expressed their hope that the U . S .  program of 
nuclear-powered satellite development would resume 
soon . The bizarre implications of Carter's policy 
statement were summarized by one leading U . S .  
strategic analyst : "The only thing more stupid than 
voluntari ly giving up a tremendous new technology like 
these satellites is  the hope that you can convince your 
dec lared adversary to do the same.  This is the surest way 
either to start a war or to lose it without ever fighting." 

- Dr. Steven Bardwell 

Pravda: 
Cosm os I nc iden t  Hand l ed 

' I n  A Bus i ness l ike Ma n ner'  
The following is part of a commmentary in Pravda, 

Jan .  28, by Vladimir Gubarev, entitled "In a Businesslike 
Manner, " on the Cosmos-954 a ccident. 

The space ship and the atomic reactor have become 
symbols of scientific and technological progress . Without 
the use of space technology and nuclear energy for 
peaceful purposes,  it is hard to i magine the future, 
especially the foundation of each country' s  economy -
the power industry. Dozens of ato m ic power stations are 
working today while satellites and m anned stations orbit 
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the Earth . Naturally,  atomic energy has gone into space, 
too . I sotope sources of energy are installed on the Soviet 
lunar mobile unit and the American interplanetary 
station " Pioneer, "  as well as on both USSR and USA 
satellites .  Scientists dream of nuc lear motors,  which wil l  
power interplanetary stations into distant space.  Such is 
the tendency of developm ent of science, and it is obvious . 

The satellite " Cosmos-954" carried a small nuclear 
apparatus , which produced energy to fuel the equipment 
on board. On Jan. 6, the satellite ceased to "obey" 
com mands from Earth. On. Jan. 24,  "Cosmos-954" 
descended into dense layers of the atmosphere over 
northern Canada . 

One of the basic rules for nuclear installation builders 
is to ensure their complete security, even in the event of 
an accident . This is how atomic power stations and other 
installations,  including those working in space, are 
p lanned . In 1 964, the radioisotope installation of the 
American satellite "Transit" disintegrated upon en
tering the atmosphere ; during the e mergency return of 
" Apollo 1 3 , "  the lunar module containing radioisotopes 
burned up - no trace of them was found in the at
mosphere (and certainly no danger for the population ) .  
American and Soviet designers develop such technology 
so that no catastrophe will occur under any c ir
cumstances . 

U . S .  government representatives met j ournalists in 
Washington and told them,  in detai l ,  how during January 
contacts were maintained between government agencies 
of the USSR and USA regarding the fate of the satellite 
" Cosmos-954 . "  On American request, the Soviet em
bassay in the USA relayed the necessary information . 

There was a realistic approach to the incident in 
Washington, Ottawa and a number of other capitals .  
Undoubtedly the climate of international detente had an 
influence here. 

Not everybody is happy about that.  There are press 
organs and people in the West, who are trying to present 
things differently,  with an anti-Soviet slant. All sorts of 
occasions , including the incident with " Cosmos-954" are 
used by them to light the fire of distrust, fear, and mutual 
recrim inations.  But theirs is  a barren policy. 

Kraft: The 'Bungle Factor' 
Discredits SALT Opponents 

Although the US. friends of certain City of London 
interests used Soviet "killer sa tellite" and Cosmos 954 
"radia tion poisoning " hoa xes as propaganda against 
U. S. - USSR SAL T  talks, a t  least one ,journalist, columnist 
Joseph Kraft, drew the very opposite conclusions from 
the Soviet sa tellite incident. Belo w are excerpts from 
Kraft's column this week: 

The case for a second arms control treaty with Russia 

finds powerful support in  the accident which downed a 
nuclear-powered Soviet satellite over Canada last week. 
By emphasizing the importance of accidents - the so
called bungle factor - the episode works to discredit 
those opponents of arms control who demand an ab
solutely 100 percent perfect treaty. In addition, the 
episode underlines the importance of continuing Soviet
A merican co-operation in monitoring nuclear devices 
and satellites .  

Critics of the arms control negotiations have centered 
their fire on the vulnerability of this country's force of 
roughly 1 ,000 land-based missi le s .  According to their

· 

view, Russia is acquiring enough m issiles with enough 
destructive power and enough accuracy to wipe out that 
whole force in a single strike . . .  

The glaring weakness i n  such catastrophic scenarios is 
that they bury the bungle factor beneath a skyscraper of 
assumptions . . . 

Most important of all ,  it is assumed that Russian 
leaders would . . .  run the truly horrendous risk entailed in 
a first strike with weapons that had (by definition) never 
been used before . 

The accident in Canada injects a little realism into that 
preposterous scenario. The m ishap to a well-tested 
satellite system long in use shows that there is likely to 
be a bungle at every step in the chain of perfect 
assumptions . It reminds us that Russian leaders -
fam iliar with countless such difficulities - are apt to be 
far more wary of bungles than A mericans . It shows us 
that the notion of a Soviet first strike comes out of the 
realm of science fiction . . .  

The more so, because o f  the value of cooperation. The 
United States and Russia were j ointly aware of the 
falling observer satellite for almost a month before it 
finally came down in Canada. The exchange of in
formation made a potentially alarming event a good deal 
less worrisome . 

Far more detailed cooperation than that is part and 
parcel of the arms control agreement negotiated in 1 972,  
and the one now being completed i n  G eneva talks . Those 
agreements stipulate levels of weapons for both Russia 
and the United States .  

They provide for monitoring by each country, and 
forbid the other to interfere with the monitoring . They 
establish a kind of court - a j oint commission -
whereby each side can take complaints and demand 
explanations from the other Arms control agreement, in 
short, institutionalizes Soviet-American cooperation in 
the area of monitoring strategic weapons .  

What all  this says to me is that an arms control treaty 
does not have to afford total security in order to pass 
m uster. S ignificant gains are made if only the present 
monitoring system is maintained, and the way is opened 
to cut off proj ected weapons developments . Failure to 
reach an accord would yield an unconstrained arms race 
and the end of j oint monitoring.  In  other words ,  any 
agreement apt to come from the present Geneva talks is 
far better than no agreement. 
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Industry, GOP Back NAACP On Energy: 

Is Labor Next? 
In the three weeks since the National Association for 

the Advancement of Colored People (NAACP) went 
public with its policy statem ent for nuclear energy 
development and economic expansion. the political 
cl imate in America has decisively changed. 

Industry. industry-related newspapers . and leaders of 

ENERGY 

the Republican Party have rallied to support the 
progrowth statement ; Congress has raised an opposing 
voice to the energy conservation policy of Energy 
Secretary James Schlesinger and to the proposal to 
prevent the proliferation of  nuclear technology; and. 
within the Administration itself.  factional opposition is 
just beginning to surface against the domestic fascist 
policies of Schlesinger and Housing and Urban Develop
ment Secretary Patricia Harris . 

These i n d u s try rep r e s e n t a t i v e s  and l e a d i n g  
Republicans are two o f  the crucial  elements o f  a national 
coalition that must quickly solidify if Schlesinger 's  
Winter Energy Emergency Plan to  dismantle U . S .  in
dustry is to be stopped. As one of the most authoritative 
figures in the civil rights movem ent told NSIPS on Jan. 
31 . the strategy must be to build a "big labor. big 
business.  big minorities"  coalition to return the country 
to the path of industrial progress . 

Up to now. one vital element has been missing from the 
civil rights leader's formulation - the A m erican trade
union movement. Now. in the changing political climate 
forced by the NAACP's  continuing strong stand in the 
face of the hysteria unleashed by m edia in the U .S .• in
dividual trade-union leaders have begun to step forward. 
In Los Angeles. Frank Wood.  Sr  . •  president of the 
Teamsters Joint Council No. 2 .  has personally - but not 
as a union representative - endorsed the NAACP state
ment. In Canada . five labor officials have done the same. 

According to radio reports on Feb. 2. the Michigan 
Coalition for Jobs and Energy.  a coalition of labor and 
industry leaders . has publicly endorsed the NAACP's  
energy proposal . 

The Press Tries Again 

It is this potential for an all iance between the NAACP. 
organized labor. and industry which continues to be the 
principle concern of the racists at the Ne w York Times. 
the Washington Post. and the Institute for Policy Studies'  
R eal Paper and Village Voice. Their consistent method is 
to lie that the NAACP has sold out to "Big Oil" and that 
its energy resolution endorses deregulation of natural 
gas and oil prices.  and thus higher prices . 

But. this week. the paper most responsible for circu
lating that l ie - the Washington Post - was caught in the 
act .  Tom Turner. a member of the NAACP Executive 
Board and the head of the AFL-CIO D istrict Council in 
D etroit .  stated flatly.  " the Washington Post slandered 
m e "  in its article Jan. 28 .  That article "quoted" Turner 
and other ALC-CIO leaders on the NAACP Executive 
Board saying they would " make sure" that the NAACP 
" revises its policy at the next board m eeting . "  Turner. in 
fact .  told Washington Post reporter Austin Scott that 
there was " no division at al l"  on the Board. 

NBC-TV joined the media ranks this week to try to 
convince its viewers that there i s  a split in the NAACP. 
On Jan. 30.  a full  1 0  minutes of its New York City local 
evening news was devoted to an interview with NAACP 
Executive Director Dr. Benjamin Hooks . NBC's  resident 
black woman reporter pil loried Hooks : " You don' t  really 
agree with this energy program .  do you. Ben? Were you 
in the room when the decision was reached? Why don't 
you act l ike the executive director and take control over 
this mess ? "  

I n  response .  Hooks emphasized - a s  h e  has con
sistently in speeches over the past month - the necessity 
for an expanding economy and expanding industrial jobs 
to ensure a future for all American s .  black and white. 

And the New York Tim es tried once again. printing a 
letter to the editor from former a i de to Henry Kissinger 
Leonard Rodberg denouncing the NAACP. Rodberg . who 
now heads an IPS splitoff called the Public Relations 
Center. said that the NAACP' s  emphasis on energy- and 
capital-intensive economic development will "encourage 
the major cause of the unemployment that is  endemic 
today among minorities . .. " 

But.  on Jan. 30 , Margaret Bush Wilson. head of the 
NAACP Board of Directors . shot back in an interview 
with the Tim es. Reaffirming her support for a progrowth 
energy policy, Wilson informed the Tim es that the at
tacks on her for selling out to the oi l  industry " do not 
deserve the dignity of a reply . . .  The i ssue is what kind of 
energy policy will lend itself to an assurance that we' l l  
have a viable. expansive economy,  one that is not 
restrictive. because under slow growth. blacks suffer 
more than anyone." 

The NAACP has made it clear that they will not easily 
succumb to the slanders of the liberal press or denuncia
tions from trade union agents like the head of the Coali
tion for Black Trade Unions .  But will  trade unionists who 
ha ve supported policies of growth in the past follow 
George Meany and Lane Kirkland into slave-labor 
proj ects under Humphrey-Hawkins legislation while 
A merican industry shuts down? Or will  they join with 
industrialists and GOP leaders in the NAACP's  fight to 
save America as an industrialized world leader? 
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The Myth Of Th e NAACP'S 'Ca l l  For Dereg u lat i o n ' 

The following article. written by Benjamin Hooks. 
Executive Director ' of the NAA CP. and distributed to 
h undreds of papers around the country. ans wers once 
and for all the critics of the NAA CP who ha ve tried to 
restrict deba te on the civil rights organiza tion 's energy 
sta temen t  to whether the NAA CP has "sold out to the oil 
companies " by supporting deregula tion of oil and gas 
prices. 

In no uncertain terms Hooks sta tes. "The current 
deba te . . .  is centered around one principal aspect of the 
revolutionary document - regula tion . Nowhere in the 
sta tement is the word deregulation or regulation used. " 

Here is tha t article. reprinted in full. 

The NAACP energy policy statement which was 
adopted on Jan . 1 9 .  1 978 .  by the National Board of 
D irectors . resulted from seven m onths of intensive 
research and review. The maj or thrust of this policy is to 
protect as well as to foster the creation of jobs for Black 
Americans in the major urban c enters where they now 
live. . 

The NAACP feels that the Carter Administration' s  
national energy program overly emphasizes conserva
tion at the expense of directing national goals to the 
development of new and alternative energy supplies . 
This thrust. we are convinced .  wi l l .cost Blacks their jobs 
by forcing the flight of industry away from the older 
cities . 

The PresideQt ' s  emphasis on energy conservation 
could severely restrict the expans{on of the nation' s  
economy. since the rate o f  economic gt;owth historically 
has depended on the abundance 0(, energy supplies .  

The NAACP belieyes that a stagnant economy, which 
would result ft;oJTl the , President ' s  energy plan, would 
have a disproportionate and dill8strous effect on Black 
Americans ' emploYment. 

No( Endorse Deregula tion 

The NAA CP also questions the A dministra tion 's 
complex energy, tax and regula tory proposals. While the 
Sta tem ent does not endorse regula tion or deregulation. it 
raises questions a bout the best approach for m eeting the 
energy crisis. 

The NAACP recognizes that government sponsored 
programs must continue to provide the basis for ending 
poverty, especially among , the traditional victims of 
racism.  Nevertheless .  in a country such as America. 
government alone cannot be expected to provide the final 
solution. U . S .  corporations with their massive resources 
in finances. capital .  technical and professional skills 
m ust be encouraged. where they cannot be compelled. to 
participate , in the process of providing equal oppor
tunities for m inorities .  

This is .  and will continue to be,  the goal. of  the NAACP. 
The current debate over the NAACP energy policy 

statement is centered around one principal aspect of �he 
revolutionary document - deregulation. Nowhere in the 
Statement is the word deregulation or regulation used. 

In tent  Clouded 

Yet the preoccupation with this facet of the several 
issues involved in a national energy policy has clouded 
the true intent of the NAACP statement.  

This is to direct the attention of our members and the 
nation to the historical realities of Black progress.  
Namely.  as we saw in the 1 960s . the chances for bringing 
Blacks into the mainstream of the nation 's  economy are 
best during periods of healthy economic growth . 

At present, despite all  the studies and reports showing 
that Blacks have been living in a D epression state since 
1 969,  despite all the protests . complaints and warnings of 
dire consequences,  the prospects for developing real 
solutions specifical ly directed at the Black condition 
seem very distant . 

Consequently. the NAACP recognizes that there are 
new dimensions to the struggle for equal opportunity. To 
m eet these complex challenges.  new outlooks and new 
strategies must be developed by B lack Americans under 
the NAACP's  leadership . 

A m sterdam News S t i c k s  Foot I n  M o u t h  

Following an a tta ck it published last week on the 
NAA CP 's energy proposal, the Feb.  4 issue of New 
York 's Am sterdam News follows the lead of the 
Washington Post and the Los Angeles Times and tries to 
keep alive the myth tha t  a major controversy is brewing 
inside the civil rights organiza tion over the energy 
policy. 

In a front-page article titled "NA A CP R everses on 
Energy. " the Am sterdam News erroneously sta tes tha t 
"Benjamin Hooks. Executive Director of the NAA CP, 
has now apparently re versed tha t  organiza tion 's position 
on the deregula tion of oil and na tural gas prices. " 

This is not the case - as the follo wing excerpts from 
the A msterdam News 's own article show: 

. .  . In an exclusive interview with the Amsterdam News, 
Hooks declared that the organization "never has and 
never will advocate the deregulation of the price of oil 
and natural gas . "  

. . .  While the NAACP has not actually favored deregula
tion it has favored the end of price controls,  and to many 
experts in the field the semantic argument amounts to 
the same thing. 

. . .  Hooks denied in the telephone interview that he is 
concerned about the criticis m .  

" . . .  Most of the critic ism has not been directed against 
the NAACP's  actual position but against the way our 
position has been interpreted in the press . . .  The NAACP 
never. in its January 9 (energy proposal) paper, used the 
word deregulation. That word was first used in a New 
York Tim es headline ; and the Times simply misinter
preted our position, "  Hooks said . . .  

Following their news article. the Amsterdam News 
reprinted a na tionally distributed article by Hooks (see 
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a bo ve) and excerpts from the NAA CP 's original policy 
sta tem ent. to "pro ve " by the comparison tha t  Hooks has 
indeed reversed the organiza tion 's policy. We here 
reprint the Amsterdam News 's comparison "highligh ts " 
and likewise ask our readers to "compare them for 
yourself. " 

Hooks said: "The NAACP also questions the Ad
ministration' s  complex energy. tax and regulatory 
proposals .  While the Statem ent does not endorse regula
tion or deregulation . it raises questions about the best 
approach for meeting the energy crisis ." 

The NAA CP docum ent said: 
"While we endorse the ( Carter National Energy) 

Plan's  objectives of eliminating energy waste and to 
improve util ization efficiency. we cannot accept the 
notion that our people are best served by a policy based 
upon the inevitability of energy shortage and the need for 
government to allocate an ever diminishing supply 
among competing interests . Those aspects of the plan 
which would perpetuate price controls on newly 
discovered oil and natural gas and extend those controls 
to new areas appear to us to be incompatible with the 
need for new supply develop ment . We also believe that 
many of the prohibitions proposed with respect to the 
industrial use of oil and natural gas wil l  force the closing 
of many j ob-producing industries in  urban areas and 
cause a massive shift of industries away from areas 
where most Black people live and work . "  

A fro-A merica n :  

N AACP Makes C a rte r Look  G ood 
Jumping on the bandwagon of black press criticism of 

the NAA CP. the na tional edition of the Afro-American. 
p ublished in Baltimore. Maryland. uses the "Washington 
Viewpoint "  column by Sam uel Yette to falsely report 
that  the NAA CP sta tem ent asks Congress to "remo ve all 
price ceilings on oil and gas.  

The criticism hinges on an unfa vora ble comparJson 
between the NAA CP 's position to portions of President 
Carter's Sta te of the Union a ddress. Here. excerpts from 
tha t column. which was titled "Carter's Budget Bad, 
NAA CP Worse ":  

. . .  What Carter is proposing of course is the same 
trickle-down system of economic distributions that have 
for centuries made the rich richer and the poor poorer. In 
other words, give the money to big business and in time 
some of it will trickle down to the little guys . By now it 
should not be astounding that Carter, like virtually all 
Presidents before him , would make such proposals . 

What is truly astounding and would seem dangerous is 
that the NAACP has taken the same direction. 

Even while offering our l ives and fortunes to the big oil 
companies , Carter has at least couched most of the offer
ings in language that made it appear that he was trying 
to hold down the windfall profits and the windfall 
prices . . .  

But three weeks ago the NAACP opposed even that 
restraint. They proposed that Congress remove al l  price 
ceilings that now prevent big gas and oil  companies from 
pricing the general public into s la very. 

So bad was the NAACP pro-oil position that even 
Carter ' s  j abs at a press conference a few days later 
(after the State of the Union address - ed. )  made Carter 
look good and the NAACP look comparatively foolish, if 
not vena l .  

Detro i t  Trad e U n i o n i sts U se 
' De reg u lat i o n '  L i n e  to Attack N AACP 

On Jan. 3 1 , NSIPS contacted Horace Sheffield, a 
leader of the Detroit, Michigan branch of the 
National Coalition of Black Trade Unionists, for a 
statement on the NAA C P ' s  energy pol icy 
statement. 

" Margaret Bush Wilson (the chairman of the 
NAACP Board of Directors - ed. )  is a dear friend, 
but the deregulation call has put the NAACP in 
unchartered waters . . .  " 

Mr.  Sheffield then read the letter which William 
Lucey. the head of the coaltion and the national 
secretary treasurer of AFSCME , sent to Wilson on 
Jan.  1 7 .  

"The Coalition o f  Black Trade Unions i s  totally 
opposed to deregulation, and to an al l iance of big 
government. big minorities ,  and big oil. Our in
terests are contradictory, incompatible,  in
congruous,  and unlikely . "  
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, Wi l l  Repu b l i ca ns Off i c ia l l y 
E ndorse The NAACP Ca l l ? 

A fight is brewing inside the Republican National 
Committee for a program of industrial and technological 
progress.  That fight, in Part provoked by the NAACP ' s  
recently issued statement on a national energy policy, is  
now creating a significant shift throughout GOP pollcy
making ' layers , a shift that was evidenced in several 
public statements this week.  ' 

John Connally. Jack Allen. Ronald Reagan, and 
William Brock,  with the backing of newspapers like the 
Cincinnati Enquirer and ,the Dallas Morning Ne ws, all 
have rej ected the GOP's atternpt at a new "Democratic" 
image by backing the NAACP ' s  stand for 'economic 
growth. 

Carter Energy Bi l l ls
'
n / t 

An E n e rgy Bi  I I  
Former U .S. ' Treasury Secretary John Connally 

sharply attacked the Carter Admipistration for 
spreading what he cailed all i i a l ien philosophy" against 
economic growth

· 
in America during an

' 
address to the 

East Texas .Cham ber of Com m erce in Dallas on .Tan.  28 .  
Connally. a leading national Republican. is con�idered 
by many political observers to be a major presidential 
front-runner. 

Connally hit. in particular, President Carter's op
position to the " B-1 bomber. nucle.ar power plants . and 

j r ,  

hydrogen fusion facilities , "  and warned that a "no
growth phi losophy and excessive concern for en
vironmental factors and consumer protection could 
m ean a decrease in jobs and a damaged economy . . .  We 
have l imitless frontiers of science . . . This nation was built 
beca:use we're a daring and courageous people . "  

Connally stated bluntly that the Carter Ad
m inistration 's  National Energy Plan which is stalled in 
Congress " wasn 't  an energy bill-it was a tax bill. " If  the 
bill  becomes la w. " it wil l  be disastrous for the nation . "  

Those sentiments were echoed by Jack M. Allen, the 
president of the Independent Petroleum Association of 
America. a major lobbying association representing 
independent oil producers. Addressing the same group , 
Allen said that the nation would " fare better without an 
energy program than with the energy bill passed by the 
House . "  Oilmen favor an energy program .  but not the 
one proposed by President Carter . " The American public 
is beginning to agree that America needs an energy 
policy that gives incentives for increased production. "  
said Allen. citing opposition t o  the Carter program from 
labor groups ,  consumer organizations , academicians. 
and the NAACP. "The real reason that President's 
proposal hasn ' t  passed is that i t ' s  a bad bill . "  Allen 
concluded. 

The statements by Connally and A llen were reported 
by the Dallas Morning News which has editorially en
dorsed the NAACP's  energy policy statement. 

Reaga n : NAACP Report A I Hot Potato For Dem sl 
1. ; ' 

In his weekly syndicated. column.  form er California 
Go vernor R onald R eagan posed for R epublicans across 
the country the political potentia l  of 'the NA A CP 's 
Na tional Energy Conference R eport . �  an alliance for 
progress tha t  could shift the political makeup of the U. S. 
Congress during the 1 9 78 elecions. Belo w are portions of 
tha t article, title "Hot Pota to for Dems, " which ap
peared on Jan.  27. 

For weeks,  the White House treated it like a hot potato. 
hoping it would go away. But it didn't. The National 
Association for the Advancement of Colored People's  
National Energy Conference R eport surfaced in stead in 
a Detroit newspaper. 

No wonder the White House was worried about it. It 
hands the Democrats a headache and the Republicans an 
opportunity. 

Though it is cloaked in carefully worded language. the 
NAACP's  message from Black A mericans to the Carter 
Administration is  very clear : Your energy program is 
the work of white elitists who " ha ve theirs" and want to 
sl ice a shrinking pie into smaller pieces .. . 

Sustained economic growth has been thE' mechanism 
that has turned the American dream into a reality of 
prosperity for wave after wave of newcomers to these 

shores. So why not us, the Blacks are asking .. . 
Contrast (the NAACP report) with Energy Secretary 

J ames Schlesinger 's  recent warnings that Carter might 
slap uni lateral import fees on oil  to j ack up prices or to 
cut consumption . . .  

That runs against the American grain . . . The black 
leaders understa nd, as energy gurus don 't  seem to , that 
increased economic  activity means more jobs and more 
j obs mean denting the stubborn 14 percent unem
p loyment rate among Blacks. 

President Carter is in a spot on this issue. Committed 
to an energy policy that is counter to the American in
stinct to solve problems. break barriers, and grow , his  
pursuit of it pleases his party' s  left-liberal wing while 
increasing the impatience of Black Americans and other 
m inorities . . . 

If Republicans wil l  put aside the empty rhetoric about 
" base broadening "  and get down to the serious business 
of linking their job and tax reform programs with the 
hopes of blacks and other minorities ,  they may be able to 
forge an ad hoc coal ition in t ime for this year ' s  elec
tions ...  If Republ icans can persuade Black voters that 
they are the party of optimism on the energy issue and 
the Democrats a re the party of pessimism . they may 
have the beginn ings  of the resurgence they have been 
hoping for .  
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Whe re Does The GOP Sta n d ?  

Exclusive to the Executive Intelligence Review 

The Republican Party has to date offered no 
public comment, either for or against the national 
energy policy statement recently issued by the 
NAACP. However, that statem ent has clearly 
exacerbated factional differences within the 
Republican leadership , leading to c learly con
tradictory actions by GOP National Chairman 
William Brock.  

During the Republican National Com m ittee' s  
winter conference o n  the weekend o f  J a n .  2 1 -22 ,  the 
party leadership hosted " country preacher" 
populist Jesse Jackson, who urged the RNC to 
endorse "a domestic Marshall  plan to rebuild our 
cities , "  or else "we are going to have to teach 
people like Carter a lesson in real politics . . .  there 
are going to be worse riots than the 1 960s unless 
something is done . "  Jackson defined this 
" something" as "a revival of the spirit of the people 
that will  attract industry and jobs .  A servant is 
worthy of his hire, but more than money i s derived 
from work . For from i t  comes the joy, the 
fulfi l lment and the self-esteem of doi ng a j ob well 
done . "  

Chairman Brock hailed Jackson ' s  " Arbeit Macht 
Frei" speech by telling reporters,  " I  wish we had 
Republicans who could talk l ike that . "  

Two days later, o n  J a n .  2 3 ,  Brock reversed 
himself in a private off-the-record meeting with 
members of the Counci l  on Foreign Relations . 
According to a leading Repuhl ican present at the 

m eeting, Brock specifically cited the NAACP 
statement as exemplary of the popular outrage that 
has been sparked in this country by the Carter 
Administration ' s  incompetent energy proposals.  
Brock s ingled out the proposed congressional 
compromise energy program for its failure to 
address the urgent need for capital investment and, 
implicitly , upgrading technology.  

To demonstrate his  point ,  Brock cited the 
example of the Japanese nuclear energy program 
as the only rational choice that energy-dependent 
nation could have made to meet its future needs-a 
choice that the Carter team had deliberate tried to 
sabotage.  Moreover, Brock argued that the best 
antidote to protectioni sm was to adopt an energy 
program that guaranteed ample energy supplies ,  a 
steady rate of investment for capital formation, 
and producti ve j obs-not temporary, make-work 
for unemployed ghetto youth . As a case in point, 
Brock sharply criticized the burden of en
vironmental protection devices industries, such as 
U . S .  Steel, are forced to pay for with no capital 
relief in sight. It  i s  because of this kind of short
s ightedness that the American electronics industry 
has already been destroyed, and i t  was because of 
the same shortsightedness that the leading Western 
nations engaged in  cutthroat trade war in the 1 920s ,  
with all  the unspeakable consequences i mplied, 
Brock added . 

I nd ustry Reps Ta ke Up The Growth Ca l l  
The White House Conference on B a l anced National 

Growth and Economic  Pol icy held la!'t  week saw an open 
debate over the proper orientation Ad m in i stration policy 
should take. Testimony was heard from both proponents 
of economic growth and those who feel  that " con-

I N D U ST R Y  

servation" o f  the United States '  resources is necessary. 
While much of the debate was couched in terms of 
government' s  proper role ,  the actual context was the 
open fight on. Capitol Hill  over energy development. 

Rep . Morris Udall (D-Ariz . )  headed the l i st liberals 
suggesting that for the U . S . ,  th e age of econo m i c  e x · 
pans ion is past. Udall  called for " I a hor- intens ive"  j ohs 
programs and said that whatever the outco m e  of "al l  
these struggles,  the government should try to he .i ust a 
little bit more neutral . "  

Countering U dal l .  was testim ony from Ford Motor 
Company Chairman Henry Ford II and Dr. Morris 
Levitt.  executi ve-director of the Fusion Energy Foun
dation. Ford asserted that not only was economic growth 
desirable . but necessary for the continued well being of 
the U . S .  and cr i t i c ized the " web of rules and regulations" 
tying up the deve lopment of resources .  Levitt directly 
addressed the need for an inexhaustible source of energy 
" such as thermonuclear fus ion power . " This sentiment 
was shared by Robert Georgine ,  the president of the 
Building and Construction Trades union who observed 
that the delay in  regulatory procedure "must be 
e l im inated . " 

Here are portions of Henry Ford's sta tem ent before the 
conference. 

My primary concern is whether there will be growth at 
a l l ,  given our government ' s  increasing preoccupation 
with national policies that effectively impede growth. As 
I look at our country today,  I see a powerful but uncertain 
and unsteady giant being trussed up in a growing web of 
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rules and regulations. to the point where it can no longer 
exert its strength freely and effect i vely .  

I a m  reminded o f  the story o f  Gulliver i n  the land o f  the 
Li l l iputians . . .  

Ford favored reasonable Federal  regulations but 
criticized energy and environm ental regulations that 
demanded "double-quick" compliance and "instant 
perfection. ' , 

Regulatory decisions can have far greater impact than 
was intended or foreseen by those who enacted the basic 
legislation . The staggering cost of m eeting regulations 
falls first upon the affected industry and its customers. 
and only later does the impact begin to be felt by the 
society at large in terms of general price rises. slower 
ec�nomic growth and fewer jobs . . .  

F E F  Asserts N u c l ea r E n e rgy Key 
Dr. Morris Le vitt. Executive Dir('ctnr.  Fusion Energy 

Foundation submitted the follo wint� t es timony to the 
White House Conference on Balanced Na tion a l  Gro wth 
and Economic Develop m ent. Feb. 1 .  1 .'1 78 :  

. . . The fundamental i ssue here i s  t h i s : there i s  no 
poss ibility of the United ' States ma inta ining a r is ing 
standard of l iving for its population .  solving i ts  monetary 
cris is. or bringing on line an inexha u stible source of 
energy such as thermonuclear fus ion power i n  the near 
future. unless the governm ent acts  now to restore a full 
program of industrial develop ment  w ith special em
phasis  on the breeder reactor. 

There are several interrelated ways to demonstrate 
the political .  economic. and sc ientific nec e s s i ty for 
reversing the present and. unfortunately. m isguided 
Adm ini stration policy in th is  area . Public offic ials are by 
now well aware that the National A s sociat ion for the 
Advancement of Colored People i ssued a sta tement in  
m id-January on energy policy calling for full nuclear 
development. which is  now circulating widely on Capitol 
Hill and elsewhere. That pol icy paper and subsequent 
supporting statements took the pos i t ion : If m inorities 
are to share in  the good l i fe - m a teria l l y  a n d  cu l turally 
- the economic pie must  grow . A technologica l l y  
stagnating economy w ill only r e d i s tr i b u t e  m indless .  
inadequately paid labor and s o c ia l  het erono m y .  
Development o f  the nation ' s  econom ic strength depends 
critically on adequate energy prod uc t ion.  and tha t .  in  
turn. means an amount of nuclear power b y the end of 
this century which on ly  the breeder reactor can m a ke 
poss ib le .  

President Carter. where are you gett ing your a d v i c e  on 
this issue? No independent expert here or abroad 

believes the figures on uranium a v a ilabi l i ty  that the 
Ford Foundation-Mitre Report and S ecretary of E nergy 
Schlesinger gave to you . Why is the E nergy S ecretary so 
anxious to hold up the findings of the Nat iona l Academy 
of Sciences and ignore those of ut i l i  t ie" . j nd l�pendent 
academics. and your own governm ent r C SI)u r c c  experts 
in the geological s urvey? 

No nation - beside zero-growth-or iented G reat  Brita i n  
- whether i n  the Com econ sector.  t h e  \'\i e s t  E u ropE'an 
Com mon Market . Japan . or the O r g a n i l a t l o n  of 
Petroleum Export ing Countries ( O PE C ) a r.n a m ong the 

Third World nat ions.  favors low-energy .  labor- intens i v e  
econom i c s  whi ch .  they rightly a rgue. equals econom ic 
chaos and poverty : or is  persuaded by the argument that 
prol iferation of . plutonium leads to war. Governments 
k now that wars c o m e  from manipulation of inadequate 
and uneven economic developm ent and the tensions 
occasioned by scarce resources .  All know that weapons 
are the products of small. cheap breeder reactors. not 
big. public. expensive commercial c ivilian reactors . 
Many nations are com mitted to the development of 
nuclear power and to continue using the assured fuel 
supplies the breeder will make possible. 

With full nuclear develop ment. and use of coal and gas 
where they make most economic sense. we can produce 
all the food.  housing.  water. steel. concrete. and 
m anufactured goods the world needs.  We can export tens 
of billions dollars worth of high-technology goods to 
wealthy countries like I ran and invest in building the rest 
of the Third World i nto a mass market. eliminating 
une m ployment a nd economic backwardness here at 
home as  well. . .  

Kraft : Storm i ng Wa rn i ngs 
The importance of energy policy to the U. S. economy 

wa s the underlying theme of syndica ted columnist 
Joseph Kraft 's column titled "Storm Warnings, " Jan. 29. 

We may not be able to do much about the weather but 
we can learn from it. Especially regarding energy. 

The storms and cold of the past few weeks fingered the 
weaknesses in the new and exotic sources most at
tractive to persons concerned about the environment. 
They also illustrated a flaw in the supposed ace in the 
hole - coal - and the need to push ahead with nuclear 
power. 

Ten days ago I was in Santa C lara. Calif .• one of the 
leading demonstration s ites for solar energy. The 
progressive munic ipal government there has pioneered 
in building a new recreation center that is both heated 
and air-conditioned by solar energy. 

When I visited the city. however. the sun hadn't  shone 
for three weeks. The recreation c enter had been obliged 
to switch off its solar plant and go on to a conventional 
backup power source. The conventional system. because 
i t  was designed to merge with solar energy. was less 
effic ient than a normal  boiler. So .  in fact. Santa Clara 
was using more energy than it would have without the 
solar installat ion. 

The day before that I was up at the Geysers. a 
geotherm al source of power north of San Francisco. 
Geothermal energy comes from tapping the steam. or 
hot water. in igneous rock that has been thrust up toward 
the surface of the earth in certain areas.  usually near 
earthquakes and volcanos .  The steam or hot water is 
used to drive turbines. which in turn generate elec
tricity . . . 

Nuclear power. of course. is i mm une to the stormy 
weather. It is a l so. being a relatively small user of 
manpower. not sub.iect to the chaotic labor conditions 
that have closed down the coal m ines . During the past 
seven weeks .  in fact. nuclear p lants around the country 
have heen operat ing about 10 percent above their normal 
levels . . .  
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Signs  Of Pro-Growth Fe ist i n ess 

From Oi l I nd u stry,  C i t i ba n k  

The statements on behalf of unhindered economic 
growth at the White House 's  recent policy conference 
were matched by statements and actions by America ' s  
oil industry and a t  least one major bank heavily involved 
in energy financing : 

* Citibank econom ists complained that the production 
goals of the Carter coal plan will not be obtained. given 
the Administration 's  present obstruction o f  the 
development of the Western U . S .  coal reserve s .  

* The oil industry has won three court battles in the last 
two weeks against Schles inger ' s  Department of Energy. 
which has been seeking to extend its  regulatory powers 
over all aspects of U . S .  oil  and gas prod uction The latest 
defeat for the DOE was in a court  c a s e  regarding the 
classifications of stripper-well lea ses .  

Nevertheless . Schlesinger and  Secretary of  the In 
terior Cecil Andrus successfully s t r u c k  b a c k  at the o i l  

companies by sabotaging the  scheduled lease-sale last 
week of offshore oil tracts in the Georges Bank of 
Massachusetts .  with an assist from the Massachusetts 
political machine of the Anglophile Kennedy family.  
What happened , in brief. is the following.  A judge in 
Massachusetts connected to the Kennedy machine 
successfully obtained a court stay on the lease-sale. 
S ecretary Andrus . who could have circumvented this 
court stay, chose not to.  He instead cancelled the sale, 
consistent with his attempt to dismantle Western 
agribusiness during 1 977 .  

According to  one press account, Andrus sabotaged the 
Georges Bank sale to obtain blackmail leverage to 

. reverse the setback he received in the House of 
Representatives last week . The House several days ago 
voted to l imit  the Department of the Interior ' s  ability to 
interfere with the offshore bidding process - by lim iting 
its ability to change procedures for bidding. 

In  riposte , Sen.  Kennedy, his  Massachusetts hen
chmen, and Andrus resolved to use their stranglehold on 
the Georges Bank Leases to force Congress to reverse 
the House vote last week. 

Ca rter Ad m i n istrat i o n  Fractu r i ng 

On N u c l ea r  Export Po l i cy 

Major fissures are developing within the Carter Ad
m inistration over the question of a nuclear exports 
policy. 

The first crack came at the Feb. 1 hearings of the 
Senate Finance Committee' s  Subcom mittee on In-

---- ------ -- -- ---- ----. --.---- -
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ternational Trade. where Special  Trade Negotiator 
Robert Strauss stated his concern that nuclear exports 
not be hindered. 

The next day. the Senate began its  debate on the 
nuclear nonproliferation bill - a bi l l  written by Senators 
Charles Percy (R-Ill . )  and John G lenn ( D-Ohio) which 
would , if passed, cripple U . S .  nuclear exports . At the 
hearings . Senator McClure ( R - I daho) used Strauss'  
statements to come out against any bil l  that would ef
fectively mean a mandate against nuclear exports .  

Up to this  point. the Administration had privately in
dicated support for the bill . Moreover. Pres ident Carter 
and Energy Secretary Schles inger have demanded 
stringent controls on the export of U . S  nuclear 
technology. 

But now. declared one prom inent S enator . "The Ad
m inistration is split on the issue of the nonproliferation 
bi l l . " He indicated that particularly the State Depart
ment. which is under tremendous international pressure, 
is beginning to support a nuclear export policy .  

Stra u s s  S p l i ts  W i t h  Ad m i n i strat i o n  
Ove r N u c l ear  E x p o rts  P o l i c y  

A t  hearings Feb. 1 in the Sena te Finance Committee 's 
subcom mittee on Interna tiona l  Trade, Sen. Clifford 
Hansen (R- Wyo. ) fjred a round of questions a t  Stra uss 
a bout the A dministra tion 's nuclear export policy. 
Stra uss made clear. without openly a ttacking Carter. 
tha t he agreed with Hansen. 

Hansen : I was glad to hear you mention in your 
statement the Japanese interest in importing nuclear 
fuels  and equipment from the United States .  (He men
tioned figures about man-years of j obs and billioQs of 
dollars that come from the export of a nuclear plant . )  Is 
this statement of yours representative of high-level in
terest in the Administration about nuclear exports? 
Stra uss : The topic of nuclear exports to Japan came up 
specifically in a personal m eeting with Japanese trade 
negotiator Ushiba . The Japanese are very interested in 
purchasing nuclear equipment and fuels from us . There 
are those who think we shouldn't  be exporting nuclear 
materials and technology .  Wel l ,  other nations are going 
to buy it. and i t  might as well be bought here and not from 
the Japanese or the Germans . 

Hansen : I appreciate the philosophy of the President 's  
desire to curb nuclear nonproliferation.  but I think the 
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train has already left the station, and we cannot stop it. I 
think the question of nuclear exports is the ideal place to 
try to address our trade imbalance .  What is your view of 
the nonproliferation bill,  S .897? Do you think the U . S .  
should b e  a reliable and predictable supplier? 
Stra uss : I cannot make any com m ent on S. 897 per se, but 
I will take a closer look at it . 

Hansen : I understand that there is a round of talks 
scheduled with the Japanese for October around the 

renewal (or expansion) of certain nuclear exports from 
the u . s .  What would be the impact on these negotiations 
of a moratorium on nuclear exports,  either generally or 
specifically to Japan? 
Stra uss : I think the question answers itself. It would 
have an extremely adverse impact. 

Hansen : The President's  Council on Environmental 
Quality (CEQ) has proposed the internationalization of 
environmental impact statements ,  that is for all nuclear 
exports. This would cause a defacto moratorium on 
nuclear exports and on related Eximbank financing. 
What is your view of this?  
Stra uss : These are serious concerns .  The CEQ proposals 
are only preliminary. I intend to monitor this situation 
and to be heard forcefully in this situation. I have serious 
reservations on anything which will  impede our ability to 
do business in this area . We do not need any unnecessary 
barriers to trade. 

Hansen : Making an environmental impact statement a 
prerequisite for the export of m aterials are issues of 
serious foreign policy concern . It has to do with the 
sovereignty of foreign countries .  We have no business 
involving ourselves in this .  

The Japanese want to precede to buy tools and 
equipment from the U . S .  I think S .  897 will prohibit the 
flexibility in doing this .  We are headed in the wrong 
direction. 
Ribicoff, Chairman of the Subcommittee : I am a bit 
concerned here . I am all for selling nuclear plants 

abroad,  but not in giving the Japanese the ability to 
reprocess and get weapons grade plutonium to blow the 
globe up in a nuclear holocaust ,  certainly not after their 
experience in Hiroshima. And I am against anyone, that 
includes General Electric, which is headquartered in my 
state, selling reprocessing equipment so someone can 
make weapons-grade plutonium . Mr. Strauss, your 
response on S .  897 was entirely proper. At the heart of 
this is universal survival .  I am against reprocessing of 
weapons-grade plutonium . . .  

J a pa n : M a rket For 
N u c l ea r  Tec h n o l o g y  

The following is from th e  Wall Street Journal's  
Feb. 2 coverage of Special Trade Negotia tor 
Stra uss 's testimony before the Sena te Sub
committee on interna tional trade. 

Japan could be a $2 billion market for U . S . -made 
nuclear equipment, Special Trade Representative 
Robert Strauss told the Senate Finance Committee. 

The top trade official also said that his office is 
studying whether to introduce steel into the 
multilateral trade negotiations going on in Geneva . 

Mr. Strauss told the committee that the Japanese 
government has formed a number of joint industry 
groups to explore the purchase of citrus and forest 
products, beef, and nuclear machinery from the 
U . S .  He said he believed the nuclear group, formed 
in the wake of recent U . S . -Japanese negotiations, 
will lead to "substantial purchases of nuclear 
powerplant equipment . "  

H e  said a 50-member Japanese team will visit the 
U . S .  in March to explore nuclear-equipment pur
chases . 

Nuclear equipment "is something they can 
purchase from us , "  Mr. Strauss said. "I think we're 
talking about $2 billion in potential  purchases , "  he 
added . . .  
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Sch l es i n ge r's WEEP Underway; Gov't 

Intervent ion In Coa l Str i ke H inted 
Secretary of Energy James S chlesinger ' s  Winter 

Energy Emergency Plan ( WE E P ) , which outlines a 
four-phase federal intervention policy for energy crises , 
moved into phase three this week. 

During an appearance on the Jan .  29 ABC-TV news 
program "Issues and Answers . "  Schlesinger mooted the 
possibi l ity that the federal government would invoke the 
Taft-Hartley Act to force striking United Mineworkers 
back to work . Schlesinger' s  threat of federal intervention 
in the two-month long coal strike - an intervention 
which spokesmen from both the E nergy and Labor 
departments say could lead to a bloodbath in Appalachia 
- was followed by the Secretary' s  announcement on Feb. 
1 that the department would force reductions in electric 
power to uranium enrichment plants of up to 60 percent 
on the excuse of reduced coal supplies which 
Schles inger ' s  federal intervention would further 
exacerbate .  

WEEP is Schlesinger' weapon against congressmen 
who have refused to pass his " no-energy" policy.  
Schles inger threatened on " Issues and Answers " that if 
there is no energy bill by Feb . 1 2 .  the nation will  be hit 
with chaos and the possible use of executive powers. such 
as gasoline rationing. to force conservation. Said 
Schlesinger without a blush. if  Congress could not pass a 
National Energy Act by Feb.  1 2  and the public doesn't  
change its ways on the "wasteful use of energy. " then the 
Administration " may have to intervene more directly to 
force a compromise . "  

The WEEP Policy 

WEEP outlines federal intervention in each of four 
phases of energy shortages,  from "prior to shortage" up 
through " severe shortage . "  For each degree of shortage 
in oil and natural gas. WEE P  inc ludes stages of federally 
directed reallocation. conservation. and alternate fuels 
use. 

In the case of coal shortages in  strike. only two 
possible federal programs are outl ined : cutting back on 
the Energy Department's  uranium enrichment facil ities 
and using the Taft-Hartley Act to bust the strike.  
President Carter has himself s uggested. during a Jan. 30 
press conference . that the Taft-Hartley Act might be 
invoked to end the coal strike.  Schlesinger i s  reportedly 
putting " enormous pressure" on the rest of the Carter 
Administration to use the federal inj unction and im
plement an energy dictatorship . 

Ohio Governor Rhodes appears to be the only official of 
government to urge President Carter to intervene to 
effect a peaceful negotiated contract settlement -
without the use of Taft-Hartley - between the coal 
operators and the UMW. According to reports . a set
tlement could be reached very soon between the two 
sides . 

The UMW has historically refused to work without a 
contract. and if the National G uard were called out to 

physically force miners into the m ines,  violence would be 
the only result. The I nstitute for Policy Studies networks 
in the union. who have already warned state officials that 
there will  be wildcats no matter what the economic 
settlem ent is. would be given a free hand to create the 
maximum chaos within the union and the coal region if 
Schlesinger is  allowed to invoke Taft-Hartley in l ieu of 
the economic agreement that is  close at hand. 

-Marsha Freeman 

W E E P  Wi l l  G o  I n to Effect Says 

DO E Ass i sta n t  

Jim Bishop. the Dep uty Assistant Secretary of the 
Department of Energy ga ve this telephone intervie w to a 
reporter this week. 

Q: Will Secretary Schlesinger recommend to the 
President that the Taft-Hartley Act be used in the 
current UMW strike? 
A: That recommendation can only come from Labor 
Secretary Marshall ,  and only the President can invoke it .  

Q :  But will  Schlesinger advise the President that it is 
necessary? 
A :  I can't say anything more than the Secretary said on 
TV yesterday. 

Q :  The Administration put a lot of t ime into developing 
the Winter Energy E m ergency P lan . Is  it going to be 
used? 
A :  Sure . I t ' s  there to be used.  

Q:  Well .  Taft-Hartley is  what the WEE P  program 
outlines for federal intervention in the "severe crisis" 
stage. 
A: We are not in  the danger phase yet. We will  cut down 
the gaseous diffus ion plants which wil l  save thousands of 
megawatts . 

Q: Don't  you see the situation developing where the 
entire WEEP program could be needed? 
A :  I f  the weather continues in the right direction, all of 
WEE P  will go into effect. Do you still  have the WEEP 
document? Re-read it and you will know what the 
government is going to do . (cl ick) 

E ne rg y De part m e n t  S po ke s m a n  

Says Taft-Hart l ey Won ' t  
Have A n y  Effect o n  Coa l Str i ke 

The intervie w belo w was given by a spokesman for the 
Econom ic R egula tory Administration of the Department 
of Energy and clearly indica tes tha t  the Energy 
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Department is not solidly behind Secretary Schlesinger's 
threa t to impose Taft-Hartley on the ongoing coal strike. 

Q: How have you been trying to deal with the Midwest 
coal cris is?  
A: We are in daily touch with the East  Central Area 
Reliability Council and are following the state of coal 
reserves .  

Q: Representatives from Ohio have indicated that the 
supply situation is becoming serious . 
A :  They' ve reported to us that starting Feb .  1 they will 
ask for voluntary conservation and that after that 
reductions will  become m andatory . The situation is  
s erious , but the President has asked that cut-backs be 
made in the Portsmouth, Ohio uranium enrichment 
plant. 

Q:  Do you think Schlesinger will advise Carter to invoke 
Taft-Hartley to end the strike? 
A: Don't quote me.  but Taft-Hartley wouldn't  have any 
effect.  There is a history to this kind of thing and it just 
wouldn 't  have any real effect .  

W E E P  I s n ' t  M u c h  of  a P rog ra m 
Says O h io U t i l i t i e s  S po k e s m a n  

The following intervie w was given by a spokesman for 
the Ohio Public Utilities Com mission on Feb. 2. 

Q: It is reported in today' s New York Tim es that you 
have said that within the next couple of weeks , 500 ,000 
layoffs could take p lace in Ohio due to the coal shortage.  
Is this an accurate statement? 
A: Yes . That' s  accurate. There have been a lot of 

Sc h l e s i n g e r  O u t  to Wrec k Sett l e m e nt 
Says La bo r Depart m e n t  S pokesman 

A spokesman for the Departm ent of La bor (DOL) 
had the following to say on the role of the Depart
men t  of Energy (DOE) in the current coal strike 
negotia tions. 

I can't figure out what the hell  ( Energy Secretary 
James) S chlesinger and his people over at the DOE 
are up to. Anyone with half a brain would know that 
the threat of using Taft-Hartley on the coal strike 
won't  help anything . 

For the last month S chlesinger has been calling 
for Taft-Hartley as soon as it would become 
politically feasible. He did it again on TV last 
weekend.  He and his scenario writers could wind up 
creating a real violent mess out of this strike. 

It is going to be hard enough for ( UMW President) 
Miller to sell a compromise settlem ent, if and when 
they reach one . With all this talk of Taft-Hartley, it 
is  going to look like he (Mil ler-ed . )  backed down to 
the government pressure , and the m iners aren't  

misquotes in the press .  Governor Rhodes was misquoted 
in the Washington Post yesterday. The governor has 
never called for Taft-Hartley to be used in the strike. We 
have called for the President to intervene in the 
negotiations to help a settlement. 

Q: It looks from WEEP that there is  no federal policy 
beside Taft-Hartley outlined . 
A :  The September (WEEP) program only calls for 
conservation . We are already doing that.  It isn't much of 
a program .  The Department of E nergy didn't  appreciate 
the suggestion from Gov. Rhodes at all .  I don't  know why 
Carter isn't  intervening in the negotiations to settle the 
strike as quickly as possible . 

Jay Rockefeller Aide: 
M i l l e r  W i l l  Have Tro u b l e  

S e l l i n g Co ntract I n  W .  Va .  

The following is excerpted from an interview with an 
aide to Jay Rockefeller, the Governor of West Virginia . 

. . .  We have been talking to a lot of people down here 
about the coal negotiations . . . .  We think that (United 
Mineworkers President Arnold) M iller is going to have a 
lot of trouble selling any contract that doesn't  have the 
local right to strike clause in it .  The boys down here are 
damn angry - they wildcatted for two months over the 
sum mer, they have stayed out for two months now . . .  if 
( UMW) District 1 7  rejects the settlement, there will be 
wildcats and they won't  move coal out of West Virginia . 
If they try. there will  be bloodshed . . . .  I ' m  afraid it would 
be the end of the UMW. if that happened . . .  if there is no 
settlement some damn fool uses Taft-Hartley. well then, 
the hills will  flow with blood . . . .  E ither way, this state is in 
for a rough time . . . .  

going to like i t  . . .  
M y  people tell me that they (the negotiators-ed. )  

are near a settlem ent. . . it 's  down t o  j ust money and 
that can always be negotiated . . .  B esides everyone 
knows that Taft-Hartley can ' t  work on a coal 
strike . .  . i t  never has and never will  . . .  all it would 
produce is violence .  It wouldn' t  get any more coal 
into the Midwest. 

The problem with Schlesinger is  that he thinks he 
is some kind of goddamn general .  He says do this 
and everyone snaps to and does it. Well ,  labor 
negotiations don't work like that. No scenario 
writer over at DOE is going to tell me to recom
mend Taft-Hartley. I don't care if it is called for in 
their Winter Energy E mergency Plan . . . .  

But Schles inger may get his way . . .  You have local 
people (in Ohio) screaming that the government 
must do something.  If the negotiations break down 
again or if Miller can't sell the settlement. there is 
going to be all sorts of panic .  Then S chlesinger will 
go to Carter with all his figures and with his 
scenario and say ."Now is the time we must use 
Taft-Hartley . "  And if Carter says yes ,  you are 
going to have one hell of a mess in this country . . .  
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ECONOMICS 

Br i t i sh  Cou p  I n  Mo n eta ry Affa i rs 
Once the dust settles from the collapse of the French 

franc last week, the dollar collapse that wil l  probably be 
in ful l  swing as this issue reaches its readers,  and related 
monetary disasters , the British financial press and the 
predictable British-connected bankers in the United 
States will start to hint at the conclusions of the accom
panying articles. 

A handful of key monetary develop m ents over the past 
week have shifted the monetary balance of power 
swiftly, if not yet decisively.  Their key invariant feature 
is the manipulation of central bank reserve p lacements, 
currency flows , government cris is ,  public press ,  and 
other influences by a group of London Merchant bankers , 
with the obj ect of re-establ ishing · London' s  financial 
preeminence, and the re-emergence of sterling as a 
leading world reserve currency. 

The events include : 
( 1 )  The replacement of West German F inance Minister 
Hans Apel by Hans Matthoefer, who, along with Otto von 
Lambsdorff at the Economics Ministry , constitute a 
" reflation front" for West Germany. 
(2 )  The decision of Japanese Prime Minister Fukuda , 
along with Central Bank Governor Morinaga and Vice
Minister of Finance Matsukawa, to sue for terms with 
the Blumenthal Treasury. According to reports in the 
Japanese financial daily Nikkei Kezai Shimbun, Matsu
kawa's  current trip to the United States was to offer 
Japanese partic ipation in the so-called · "Roosa Plan , "  
stabilization o f  the dol lar, yen, a n d  deutschemark 
parities against the dollar through "coordination of 

economic policies , " i . e .  reflation and monetary easing by 
the hard-currency countrie s .  The Japanese did this in 
desperation, according to the Executive Intelligence 
R e vie w 's Japanese sources , after Matsukawa' s  attempts 
to obtain Federal Reserve cooperation in stabilizing the 
yen-dollar parity were refused. 
(3) The French franc collapsed for no reason apparent to 
either the large American com m ercial banks or the large 
West German commercial ·banks - who told EIR the 
sudden collapse of the French currency had them flum
moxed (and l iquidating francs once the run had started) . 
In fact,  British merchant banks who manage large 
central bank accounts pulled the operation out of a hat -
and bragged about it to EIR . They intend to draw funds 
out of the dollar next. For the first t ime,  there are serious 
doubts among bankers close to the Persian Gulf situation 
that the Saudis can withstand the p ressure. 

The U. S .  Treasury has been circulating the argument 
that more reflation from West Germany and Japan 
would stabilize the dollar. Barring a reversal of the 
present direction, what wil l  happen is a worst-of-both
worlds scenario. The flight out of the dollar into other 
reserve assets,  and consequent destabilization of the 
m arkets ,  will  force significant reflation, after the fact, 
and add to the already dangerous inflationary pressure 
building inside the U . S. economy.  No one believes that 
such reflation will  even marginally increase world 
output levels . The world wil l  be in for an economic 
disaster under London. 

Ru n On Fre nch Fra nc On ly  Phase One 
Of New Bri t i sh  Attack On Do l l a r  

This week 's  unexplained, massive run on the French 
franc is just a prelude to yet another major City of 
London operation against the U. S .  dol lar, aimed at 
forcing the Organization of Petroleum Exporting 
Countries and other governments to diversify their 
national reserves out of dollars and into the decrepit 
pound sterling , the deutschemark , and the yen . 

FO R E I G N EX C H A N G E  

This is  the "Roosa Plan , "  named for Brown Brothers 
Harriman's  Robert Roosa , to force reflation,  trade con
traction, and economic stagnation on Europe and Japan 
by setting up a currency bloc of the sterl ing, dollar, 
mark, and yen - all managed by interest rate mani-

pulation and coordinated central bank policy under the 
direction of U.S. Treasury Secretary Michael Blu
menthal ,  George W. Miller,  soon at  the Federal Reserve, 
and their partners at the Bank of E ngland. 

This analysis emerged in an interview by a financial 
j ournali st with Henry S imon B loch, the senior inter
national partner at the Rothschild-related investment 
b�nk Warburg, Pincus in New York, which is reprinted in 
full below.  In the interview, B loch describes the run on 
the French franc as nothing but a symptom of the 
dQl lar's coming crisis ,  and lauds the plan of his "close 
friend" Robert Roosa to set up a sterling-dollar-mark
yen system . 

London Spreads a Rumor 

There is no identifiable reason for this week's major 
development on the money markets other than a direct 
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sabotage operation by the City of London. On Jan . 31 , the 
French franc was trading quietly at 21 . 1 1  U . S .  cents, its 
highest level against the dollar since the end of 1 975.  Sud
denly, the markets buzzed with a rumor carried on the 
R euters and Dow Jones wires - not by Agence France 
Presse - than an unidentified opinion poll was about to 
be released claiming that the French left coalition, 
headed by British agent-of-influence Francois Mitter
rand, is the front runner in the upcoming French national 
elections.  

Within three' days' trading the franc collapsed by 3.3 
p ercent against the dollar to 20.41 U . S .  cents , and even 
further against the Swiss franc ( 3 . 7  percent) which rose 
as the dollar sank due to the instability created. The 
French central bank reportedly spent between $200 
m illion and $500 million to stop the run on Feb. 2 and 3 
alone. 

However, all available evidence points to the opposite 
election results - the victory of the Giscard-Gaullist 
majority. In fact, Paris sources identified the poll as one 
that L 'Express will release on Feb.  6 showing a sound 
defeat for the left at the hands of the present govern
ment. Further, the original selling, according to rumors 
which were flooding the market and were just as uniden
tified as the shadowy "opinion" poll,  came from West 
German, U . S . ,  and Swiss banks ; in short, coming from 
everywhere but merry old E ngland. 

All kinds of wild stories were circulated as to what 
caused the panic , including the most outlandish allega
tions by the New York Journal of Commerce that French 
President Giscard and his E conomics Minister and 
Premier Raymond Barre had deliberately caused the 
run to scare the population away from a vote for the left. 

In fact, both the President and Premier only made 
statements on the disastrous left program Feb. 3 ,  well 
after the run on the franc . 

The major New York banks' foreign exchange trading 
desks were totally at a loss to explain j ust what hit the 
franc. 

Diversify out of the Dollar 

A City of London destabilization against the markets 
generally was indicated. Sources at a major Swiss 
commercial bank agreed that Swiss Central Bank Direc
tor Fritz Leutwiler's  recent efforts to set up a more 
permanent means of ensuring U . S .  Federal Reserve 
intervention in support of the dollar, through gold swaps, 
U . S .  sales of foreign currency bonds to European central 
banks, and so forth, had been cold-shouldered. The 
source feared that not only was the current dollar sup
port operation insufficient, but that it might not even be 
sustained. The European-Japanese demands for u . S .  
support o f  the dollar which forced the intervention policy 
in early January had failed to show enough international 
muscle to put the fear of gold into London' s  agent 
Michael Blumenthal . 

The thesis was more than confirmed by the Warburgs' 
Mr. Bloch. He stated that the French franc situation was 
not an issue in and of itself, the issue was a general move 
by governments out of the dollar (and all currencies) 

which is weak relative to the deutschemark, yen, and the 
pound sterling. This is the first time a publicly recog
nized spokesman on international monetary affairs, of 
whatever stripe, has dared to put the pound sterling, with 
its rattletrap of an economy, into the list of currencies on 
tap to replace the dollar - and ahead of the Swiss franc 
no less. Bloch identified the idea , articulated by Geoffrey 
Bell of Schroeder Bank, that under the British advisors , 
OPEC and other developing countries would diversify 
their foreign reserve holdings out of dollars and into 
"other" - now identified - currencies . These advisors 
include Bell and, no doubt, Warbug, Pincus and Brown 
Brothers Harriman. 

The Swiss source reported that the Saudi Arabians, 
under advice from West German and Swiss bankers, are 
trying to hold on to their support for the dollar and thus 
far have succeeded. But if the general European, Japan
ese, and U . S .  support for the dollar breaks down, he said, 
"the Saudis may not be able to resist moving to the 
'basket of currencies ' approach. "  E qually threatening to 
the idea of integrated European support for the dollar 
and currency stability generally, the same Swiss source 
admitted that once the run on the franc started, the Swiss 
and the West German banks were forced to participate, 
at the risk of otherwise sustaining market losses . 

The Roosa Plan 

The second aspect of Bloch's statements - the imposi
tion through the chaos and confusion of the "Roosa Plan" 
for a London-controlled currency arrangement - was 
also borne out by several independent developments . 
Chief among them was the surprise announcement by 
Japanese Premier Takeo Fukuda , reported by the 
Japanese press and several wire services, that Japan 
would, under pressure from the United States , support 
"the Roosa Plan and a fixed-rate currency arrange
ment . "  Japanese Assistant Finance Minister Matsu
kawa, on a visit to the New York Federal Reserve this 
week, reportedly discussed the Roosa Plan. 

If implemented, the plan would fully institutionalize 
over the long term the subordination of the dollar, the 
mark, and the yen to the pound sterling. As an economic 
program, it would force the reflation of the West Ger
man, Japanese, and U . S .  economies to the point where 
their currencies would be as worthless as the pound is 
today.  The result would be a strategic undermining shift 
within each of these countries toward a British economic 
system which would become irreversible after a certain 
point. Under a reflation progra m similar to the familiar 
disease of the "sick man of Europe,"  which is being pro
posed for the U . S .  by Blumenthal and Miller, the United 
States, West Germany, and Japan would be forced to 
funnel credit to Humphrey-Hawkins-type make-work 
jobs and away from capital form ation ; toward financial 
support of sterling at the expense of imports ; and toward 
the near elimination of exports so that Japan and West 
Germany would no longer have the trade surpluses that 
so "embarrass' Britain and the U . S .  In short, a slash of 
industrial production, trade, and employment - the 
royal British treatment. 

-Kathy Burdman , 
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R othsc h i ld I n vestm ent Ban ker  
Dec lares For Br it i s h  System 

Henry Simon Bloch, the senior partner a t  the Roths
child-linked Warburg, Pincus in vestment bank in New 
York, was interviewed recently by an independent finan
(:ial journalist who provided this interview to NSIPS . 

Q: Wha t  caused the a ttack on the French franc and will 
the dollar be next? 
A :  You must realize the franc was overdue for a hit . 
Attention should be focused m uch more on the basic rela
tionship between the dollar on the one hand and the d
mark, yen, - and to some extent the pound sterling - on 
the other. Leave out the Swiss franc ; the pound is used 
much more in terms of real-currency transactions.  
Sterling is both a reserve currency and a trade-financing 
one ; Swiss francs are only a monetary speculative 
vehicle. If the pound were really very strong, it is per
fectly possible to regain a leading role in international 
finance. So the point is ,  the French franc and many other 
currencies - Mexican peso ,  lira, etc . ,  may come under 
pressure not so much due to themselves , but because of 
the general instability of the dollar. The primary 
problem is not the French or other minor currencies 
falling against the dollar, but the weakness of the dollar 
against the mark, yen, and sterling.  

Q: But I thought the dollar had been sta bilized by U. S. 
European central bank action and tha t rather the run on 
the franc might upset this. 
A :  No, the dollar is not stable. the fall  of the franc, aside 

. from all the months we have predicted a fall of the franc,  
the fall of  the franc is motivated not in itself, but by the . 
private individuals - or governments - shifting out of 
French francs and everything else including the dollar, 
into marks , yen, and some sterling . Maybe, in fact, a big 
part of situation lies in the strength of the sterling. 
Sterling may very well appear as a trading currency. 

Q: Governments ?  I hear Geoffrey Bell at  Schroeder 
Bank advises many governments . . .  
A :  Oh yes ,  Geoffrey, he' s  one of the best. Well, for 
example, take the French-Algerian relationship. You 
know a great deal, several billion francs ,  of Arab money 
had gone into Euro-franc and other franc short-term 
deposits during the past 6 months or so. Well ,  now with 
this dollar situation, they may be getting into marks , or 
sterling. Of course Algeria is m inor, it would really take 

big OPEC money like the Saudis to do this ,  too. It's quite 
possible we have been seeing a shift out of French francs 
into sterling by OPEC. 

Q :  You keep mentioning the dollar-deutschemark-yen
sterling rela tionship. Isn 't this Robert Roosa 's year-old 
plan for a dollar-mark-yen currency peg with sterling 
newly added? 
A. Oh, Bob Roosa and I are very close friends, but I 
certainly must give him the credit for the idea of that 
cluster of currencies.  We recently did a seminar on this 
at Columbia Law School where I a lso am a professor.  

. 

Q: Yes, but we hear the Europeans are dissatisfied with 
the cooperation of the U. S. Federal Reserve on sup
porting the dollar no w. Does this m ean the Roosa idea is 
being discussed as a current option ? 
A :  Well, as I said, the French franc situation is a symp
tom of lack of central bank coordination. But I can't 
really tell you what the Fed is discussing - I can tell you 
that the Roosa idea is very sound, possibly the best thing 
we can do in the current situation of extreme instability. 

G i scard ,  Barre Wa rn Aga i n st 
Prog ram Of Fre n c h  Left 

On Feb. 3, French President Giscard d'Estaing and 
Premier Raymond Barre warned the French population 
of the adverse impact the left coalition 's Common 
Program would ha ve on the French economy. The fol
lowing is the text of a Dow Jones wire report on the two 
French leaders ' sta tem ents . 

President Giscard, whose mandate runs through 1 981 , 
warned last week that in the event of a leftist victory he 
won't  be able to stop application of the leftist program 
involving the rationalization of the major industrial 
groups and the entire banking sector. 

French cabinet ministers and non-leftist economist 
have warned that application of the comm�>n .program 
would ruin and isolate the French economy, within six 
months. 

Premier Raymond Barre said the leftist program 
would result in a public deficit of 50 billion francs,  a trade 
deficit of 50 billion francs ,  and an i nflation rate of 15 to 20 
percent. "The leftist program will  ruin small firms, ser
iously disrupt public finances , di slocate the financial 
markets, provoke a massive trade deficit, depreciate the 
franc, and isolate the French economy, " he said. 
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I f  The Econo my/s So Great, Th en 
Why/s Everyone So Worr ied ?  

Over the last week the President ' s  Council of 
Economic Advisors , outgoing F ederal R eserve Chair
man Arthur Burns,  pro-capital formation R epublicans in 
the Congress ,  and virtually everyone who has said any
thing about the economy have all registered hysterical 
reactions over inflation. These responses are incapaci
tating to the point of making it impossible for anyone in 
the u . s .  to think rationally about economic policy, a 
situation akin to France where Gaullist economics writer 
Paul Fabra j ust attacked the call by French employers 
union economist Robert Pelletier for stepped-up invest
ment in productivity-boosting modernization and new 
technologies like nuclear power. Fabra rebutted that 
French industry alreadY has enough debt. However, the 
hysteria is  a response to something real - the fact that 
the u . s .  credit system is heading deeper into terminal 
crisis . 

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

In his January Economic R eport, Manufacturers 
Hanover Trust economist Tilford Gaines warned that 
inflation could at any moment wreck the u . s .  banking 
system, causing savings to bypass commercial banks , 
thrift institutions,  life insurance companies , and pension 
funds ,  seeking out high-yielding, short-term speculative 
investments .  His bank also revealed this week that u . s .  
banks ' spreads o n  international loans (the difference 
between what they pay for money and the rate they lend 
it out at) have been reduced to an intolerably low three
fourths of one percent because of rising U . S .  interest 
rates .  The Federal Reserve has to keep pumping money 
into the banking system ,  despite the potentially infla
tionary consequences,  or the whole " intricate system of 
intermediation system" goes bust . 

Inflation Scare 

In the U . S . ,  conservatives of the Chamber of Com
merce-type have been put in a " controlled psychological 
environment" by pronouncements of various " experts . "  
The 365-page report released by Carter' s  Council of 
Economic Advisors Jan. 30 paid lip service to the need to 
spur business investment, but principally concerned 
itself with the threat of inflation .  " When higher rates of 
inflation become built into the expectations of the 
public . . .  the process of unwinding the inflationary 
momentum is -a slow and arduous task . "  

The real solution to the inflation, actual and potential, 
plaguing the u . s .  economy is a policy of targeted invest
ment in export-oriented, high-technology production -
which will boost productivity and reduce the costs of 
production - in tandem with a deliberate policy of 
drying up speculative investment in the areas such as 
pure debt refinancing and the real estate bubble. But this 

is  hardly what the CEA, under the direction of former 
Brookings economist Charles S chultze, advises . "Next 
year will pose a critical test for the new program (of 
voluntary wage and price restraint - ed.)  because of the 
heavy calendar of collective bargaining and the fact that 
utilization rates for both labor and capital will have risen 
substantially ."  The report calls for " larger moderation" 
in labor costs to produce a 0 .5  percent " deceleration" in 
inflation a year between now and the end of 1 979.  

Adding to the scare about inflation, Arthur Burns, in 
his farewell appearance as Fed chief before the National 
Press Club Jan . 30, termed inflation "the mortal enemy 
of economic progress and freedom . "  "The need to fight 
inflation is widely recognized in our country, "  intoned 
Chairman Burns , " but the will to do so isn't yet strong 
enough. "  

Expounding on the same theme, Manufacturers 
Hanover' s  Tilford Gaines writes with approbation of the 
systems of forced savings employed in the Soviet Union, 
China , and Brazil - what maleducated Gaines calls 
Marx 's  theory of surplus value ! 

In the case of the Soviet Union, the People's  
R epublic of  China, and the other authoritarian 
socialist states, saving is mandated through a 
system that pegs -Horkers' pay at a level less than 
the value of their contributions .  The increment, 
which Karl Marx called " surplus value" in refer
ence to the capitalist system,  is the saving to be 
made for investments in industry . . .  Even the 
modern "economic miracle" in Brazil has been 
made possible by a system of government controls 
that systematically increase workers' pay by less 
than the rate of price inflation. 

Gaines went on to warn about the threat to the banking 
system of rising interest rates . Last week the average 
Federal funds rate , the determinant of all interest rates, 
hit a three-year high of 6 . 80 percent. Commercial banks 
are being forced to pay more for money, but they have to 
keep the rates they charge on loans down if they want to 
stay in business . 

The fact that consumer price inflation slowed to an 
average monthly rate of increase of only 4 .4  percent in 
the second half of 1977 ,  compared to 9 percent in the first 
half of the year, is no solace. The current freak-out about 
inflation stems from the realization that the built-in 
potential for inflation is huge . Economists of the Fried
manite stripe point out the monetary base has been 
growing at a very rapid clip - by 1 7 . 4  percent over the 
last two years or slightly more than during the 1 972-73 
" boom , "  and it has accelerated to a more than 10 percent 
annual rate of change since the end of November. 

This expansion of the monetary base represents 
straight banking reserve creation by the Federal 
R eserve to keep the banking system liquid - to forestall 
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the collapse of spreads mentioned above - and to keep 
the debt bubble (mortage debt, consumer debt, Third 
World debt, etc . )  going. Reserves supplied to the banking 
system by the Fed have, potentially,  a multiplier effect 
on the supply of credit to the economy. Since early 
November, however, loans to commerce and industry 
have been essentially flat,  reflecting a lull in economic 
activity. Should industrial production grow any faster 
than the current languid rate, the potential liquidity will 
be realized in enormous money supply growth, higher 
prices, and all the evils of run away inflation .  

Thus , Manufacturers Hanover weekly Financial 
Digest (Jan. 30) says slow economic growth is fine . The 
economic recovery is about to enter its fourth year ; don't  
spoil i t  with overly stimulative policies.  " . . .  a tax in
crease is precisely what is needed . "  Worries about a 
takeoff of inflation are overshadowing the recent wave of 
layoffs in the auto industry, the decision by automakers 
to scale down their first quarter production levels by 6 . 8  
percent, the fact that American Motors Corp . is looking 
for a merger partner, and U . S .  Stee l ' s  decision to cut its 
dividend. In fact,  the report that factory orders climbed 4 
percent in December from the previous month was inter
preted either as a fluke or as a danger sign ! 

The warnings about inflation are having a predictable 

effect on Republicans in Congres s .  An aide to Sen. Henry 
Bellmon, ranking R epublican on the Senate Budget 
Com mittee. which is now reviewing Carter' s  FY 1 979 
budget, said that all the R epublicans on the committee 
agree that inflation is the number one problem ; worry 
over the size of the proj ected budget deficit is  one of the 
constraints that is forcing them to alter their thinking.  A 
number of supporters of the Kemp-Roth " bigger tax cuts 
for business" tax legislation are now likely to desert it. 

Feeding this kind of thinking, the Congressional 
Budget Committee, under the direction of former 
Brookings economist Alice Rivlin,  is  now circulating a 
report to Congressional offices which demonstrates that 
many of the assumptions of the Carter budget are overly 
optimistic - the proj ected unemployment and inflation 
rates - and that the tax package works out to be a small 
tax increase in FY 1 979 and a greater one in 1 980.  Her 
arithmetic is likely to impell some R epublicans to sup
port another Republican tax bil l  now in the making. 
Sources reveal that Sens. Danforth and Javits will put a 
second tax bill on the table in a week's  time, which in
cludes Javits ' long-standing plan for " anti-inflationary" 
tax incentives to businesses for rehabilitating old plants 
in the northeast and midwest. 

-Lydia Diftler 

E u ropea ns,  Sa ud is ,  Ja pa n ese Keep 
Pressu r i n g  For Sta b l e  Do l l a r 

On the eve of the Jan. 31 expiration of the Rambouillet 
Agreement - whereby central banks agreed for two 
years not to trade gold among them selves - the leading 
U . S .  trade daily, the Journal of Com m erce, warned its 
readers that if the dollar was not stabilized beyond the 
short-term, the rest of the world would move to gold
linked currency systems without the United States . 

G O L D  

The editorial,  titled "Gold - Gone Today, Here 
Tomorrow, " noted that efforts to " banish gold from the 
monetary system" had proved futile in the past, and that 
if this lesson was not heeded, "the rest of the world will 
begin to look for alternatives , however limited . "  In 
particular, the editorial mooted that, given the right 
c ircumstances , the Arabs might move into gold bullion. 

A related warning was given by the head of Petromin, 
the Saudi Arabian oil corporation, in an important ad
dress to 500 mainly Western E uropean business leaders 
at a meeting in Davos, Switzerland sponsored by the 
E uropean Management Foru m .  The Petromin head, 
according to reports in the Feb .  1 Wall Street Journal, 
stated that Saudi Arabia " would like to invest a much 
larger proportion of its reserves in currencies other than 
the U . S .  dollar, "  and indeed,  that " it would be ' desirable' 
to diversify Saudi reserve holdings so that the dollar 

. share might go as low as 50 percent . "  Although the 
Petromin governor was careful to qualify his threat -
essentially indicating that the Saudis would prefer to 

remain with the dollar, given the size of the U . S .  
economy and the dollar' s  central role in world trade -
his warning was c lear. Underlining the Saudis '  motiva
tion explicitly, the Petromin head stated, " Our interest 
doesn't lie in speculation or quick gains , but in the 
assurance of a stable financial market . . .  . instability in 
the international financial system . . .  (can only be) detri
mental to our interests . "  Interestingly, as the Wall Street 
Journal noted,  the Petro min head only made part of his 
speech public to the journalists present at Davos , for 
"sensitive political considerations . "  

More Pressure 

Other clear-cut pressures on the U . S .  to shape up its 
economy and give the dollar some much-needed com
modity and export backing are : 

*The head of Mitsubishi,  speaking in San Francisco, 
suggested that Americans work with the Japanese in 
j oint development projects in Southeast Asia, as a means 

. of relieving pressure on the dollar. 
*Otmar Emminger, president of West Germany"s 

central bank, the Bundesbank, in a widely publicized 
statement in Saarbriicken, West G ermany on Feb . I ,  
" declared that the surplus o f  dollars in world markets 
had become not only the key problem of the internationai 
monetary system but also a possible obstacle to world 
economic recovery and to an upswing in the German 
economy this year , "  according to the New York Tim es on 
Feb .  2. As a solution, however, E m minger has been 
proposing to merely "paper over" the dollar glut - by 
soaking up the excess dollar liquidity into long-term U . S .  
Treasury bills o r  related Government notes t o  b e  sold on 
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international markets .  In so proposing, Emminger is 
squarely ignoring the ABCs of sound banking practice, 
that inflation and excess liquidity must be dealt with by 
forcing it into channels whereby expanded production 
will result, thereby giving a hard commodity content to 
the hitherto bloated paper. E mm inger should know 
better, since the U . S .  Labor Party's proposals for an 
Eximbank solution to the excess dollar liquidity and a 

l'elated proposal for a gold-linked Luxembourg private 
development bank are well-known in Bundesbank cir
cles . Indeed, it is no secret that there is a gold faction 
within his own ministry and that there is a similarly 
m inded grouping within the West German Finance 
Ministry. It is reported that Mr. E m m inger, while not so 
m inded himself, would acquiesce if a " steamroller" 
developed. Unfortunately, the world has need of leaders 
now, not tag-alongs .  

N oth i ng Sh o rt Of G l oba I Eco nom ic  
Deve l opment Wi l 1  Work 

The following analysis was issued on Jan.  21 by Warren 
Ham erman, U.S. La bor Party Na tional Executive CUe. 
m em b�r. 

Humanist political forces committed to economic 
development through energy and technology-intensive 
programs, can usefully recall the profound significance 
of Charles De Gaulle ' s  repeatedly correct basic econ
omic and strategic policy of emphatically saying "Non ! "  
on issues to what became politely referred to after the 
1 957-58 recession as the " sick man of Europe" - Great 
Britain. De Gaulle 's  political-economic orientation is 
especially timely at this moment, little more than one 
week before the Rambouillet Agreement against central 
bank gold transactions expires .  

Provided ihat industrial-development factions i n  the 
United States understand and act upon the U . S .  Labor 
Party's  proposed interim measures for expanding the 
Export-Import Bank as a key strategic piece of an 
overall world economic reorganization, Luxembourg will 
shortly be thriving as the concentration and cen
tralization center of European gold and money markets , 
transforming Eurodollar liquidity from the OPEC 
nations and OECD central banks into the seed crystal of 
a new world-trading monetary system . The totality of the 
U . S .  Labor Party-proposed package centering around 
the Eximbank, is designed to create an immediate gold
reserve base - for hard-commodity trading currencies 
engaged in international capital lending to the 
developing sector and Comecon - to finance vast 
amounts of United States and other OECD exports . The 
economic solution of real growth is to be fueled by 
nuclear energy development, around a series of 
d eveloping sector large-s c a l e ,  c a p i t a l - intensive 
economic development proj ects and technology tran
sfers . 

Symptoms 

Among many in the United States who describe 
themselves as policy sympathizers of the U . S .  Labor 
Party's  Eximbank proposal,  there exists an un
m istakeable pattern of silly and dangerous perceptions 
that it would be better to depoliticize the overall  im
plications of the Luxembourg-Eximbank proposal so as 
to cleanly, quietly, and less controversially pass it into 
implementation. 

The attitude of some that the U . S .  Labor Party 
proposal is a "beautiful technical solution" is closely 

associated with the rampant timidity of this nation's  
leading corporate, banking, and commercial institutions 
who plan to testify at the upcoming Stevenson hearings 
on U . S .  export policy. Therefore, they protest from the 
following " shrewd" standpoint : since, some lobbyists 
reason, we could never defeat the anti-progress poten
tates already in governmental authority, we will instead 
push very hard for expanding the Eximbank, and forget 
about the Luxembourg trading center and other aspects 
of the proposal ;  we'll  ask for so much that we know the 
Administration will be forced to negotiate and appease 
us with some more credits for exports ; therefore, if we 
forget about any grand-scale solutions on the fun
damental questions ,  we at least will benefit from a few 
" goodies" until overall conditions change . 

Yet another symptom of a " neocolonial" outlook 
emanates from one of the largest industrial manufac
turing families in the United S tates who recently ex
plained their general policy agreement with the U .S .  
Labor Party proposal as follows : " Our family has had a 
policy of industrial development for the developing 
sector for decades.  Yes,  we know that this British system 
you talk about is very real ,  we know how London 
brokerages for position to coUect speculative debt 
payments from the Third World.  But in order to have 
economic development in the Third World, first you have 
to have political stability or else your investments might 
get wiped out through nationalizations . So,  after you get 
a Washington government that is capable of ensuring 
political stability in the developing sector, then come 
back to us with this proposal . "  F urthermore, officials 
from two of this nation' s  leading industrially oriented 
banking institutions have voiced their "reservations" in 
the form of ( 1 )  "I l ike everything about your proposal
Exim, gold, Luxembourg - except for nuclear energy 
development, and the Comecon interface , "  and (2) 
" Your plan is excellent but it will never happen because 
the nation isn't  educated enough on economics ,  but 
maybe the next generation will adopt it . "  

What overal l  pure cowardice among otherwise 
relatively moral and competent people ! 

There is ,  in fact, no purely "technical" way to have an 
expanded Eximbank, reverse the U . S .  trade imbalance, 
gear up world trade through high-technology economic 
development, or any other sane , rational policy for the 
human species until the British-controlled "bubbling" 
operation of the London-Caribbean-Singapore-Channel 
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I s l ands  s p e c u l a t i on - m a t r i x  i s  s u r g i c a l l y  and 
systematically dismantled. 

While many influential Americans s incerely yearn for 
industrial development policies , as long as they are 
p sychologically manipulated to genuflect before the 
synthetic ideology of free market forces - play by the 
rigged rules of the British gam e  of " economic Dar
winism" - Kissinger, S chlesinger, B lumenthal,  Miller, 
and Rohatyn will have a field day de industrializing the 
American economy and imposing S chachtian policies 
upon the most advanced skilled labor force and 
productive capacity ever assembled in human history, 
all  for the good of Lord Twaddledat's  portfolio . In point of 
historical fact, the skilled work force, productive 
capacity, and technological knowhow was assembled in 
the United States by rej ecting Adam Smith' s  invisible 
hand and free market-forces nostrums and instead 
voluntaristically organizing capitalist development from 
the top down. 

Fortunately, the founding fathers of the United States 
rej ected Adam Smith, the son of  a customs collector, 
twice over. Firstly, Smith' s  associate and close personal 
friend at the Glasgow Poker Club happened to be none 
other than the same " Champagne" Charlie Townshend 
who as Minister of the Exchequer imposed the hated 
taxes on glass ,  lead, paper and tea upon the American 
colonies . Secondly, Adam S m ith ' s  The Wealth of Na tions 
- the handbook to laissez faire homilies - was 
specifically written as a polemic against the policies of 
Franklin, Washington, and the young Hami lton by ad
vancing the thesis that America should be organized as a 
labor-intensive agricultural society to be looted through 
British control of free capital markets . Smith' s  book, 
utilized in the Congress by the R euss and Proxmires of 
that day as an argument against Alexander Hamilton's  
sound credit, banking and industrialization policies , was 
rejected out of hand as against the national interest.  

The In visible Underhand 
The relevant features of the American System as 

designed by Hamilton in fundamental contradistinction 
to Smith's  doctrine are that the primary basis of wealth 
in an economy is the enhancement of the productive 
po wers of labor through technology-oriented in
dustrialization which defines augmented absolute profit. 
Hence,  monetary-fiscal policies are subsumed within the 
programs for real economic development-and not the 
reverse. 

It is the rate of growth of real output of industry and 
agriculture in an economy which delimits the fiscal 
resources of governments . When the output is 
significantly above a "breakeven" condition, then not 
only existing productive capacity may be maintained, 
but can be expanded and modernized through advanced 

technologies and increasing energy-intensive methods,  
as well as providing surplus for the payment of debt 
service to the credits issued for real production . If suf
ficient levels of expansion are reached, the national debt 
is as good as gold. 

Great Britain, historically, has failed to qualify for this .. 
condition . In the 20th century, as De Gaulle' s  already 
cited perception indicates , the notorious collapse of the 
pound on Sept. 2 1 , 1931  (when she fell off the gold stan
dard) as well as her dismal policies while the Bretton 
Woods system was operating, and since August of 1971  
are all  exemplary. 

John Connally and Giscard D ' Estaing could contribute 
invaluable " insiders" understanding as they both were 
their nation's  respective Treasury Secretary and 
Minister of Finance in 1 97 1 . Helmut Schmidt, in addition 

' til his other political contributions could no doubt add ' 

further insights into London' s  policies of Keynesian deficit 
financing of the world economy,  as in 1971  he was 
preparing to become the West G erman Minister of 
Finance the following summer. 

Other participants and students of postwar history will 
not fail to note that the famous "fundamental 
disequilibrium" clause of the Bretton Woods conference 
was designed by Lord Keynes for the purpose of bailing 
out the pound at the expense of the world economy.  More 
than half a dozen times from 1 945 to the early 1 960s alone 
the pound plunged into balance-of-payments crises . 
While Common Market countries modernized their 
economies and developed skilled work forces,  Britain 
a l t e r n a t e d  a u s t e r i t y  r e g i m e s  w i t h  m o netary 
manipulations , culminating in the  1 967 devaluation of  the 
pound triggering the final unraveling phase of the 
Bretton Woods system.  

On overall balance,  between 1 947 and 1972  Britain 
grabbed nearly 31  percent of all International Monetary 
Fund (IMF) drawings ; for comparison, this was nearly 
10 percent more than United States and French drawings 
combined. There is a long history of special IMF bailout . 
operations for the British-centered monetarists - from 
the old General Arrangements to Borrow (GAB) to the 
Witteven Facility. Today six-and-one-half years after 
August 1 5 ,  1 97 1  neither primary reincarnation of the 
deceased Bretton Woods syste m ,  the International 
Monetary Fund and World Bank, can be allowed any 
lebensra um . 

Before the world is rapidly plunged down the road of 
S chachtian economic policies and war, I propose we 
honor Charles De Gaulle on Jan. 31 , 1 978 .  The Luxem
bourg-Eximbank package will constitute a wonderfully 
resounding "Non ! "  to the sick man of Europe from 
which the world's  population, including the peoples of 
Great Britain, will derive lasting benefit. 
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N .Y.C.  Defeated By End Of F i rst Qua rter? 
D-day for Felix Rohatyn' s  operation t o  gut New York 

City's  vital services looms March 3 1 ,  the expiration date 
of the transit and sanitation workers ' contracts . As the 
New York Times, New York City Mayor E dward Koch, 
and Senate Banking Committee Chairman William 
Proxmire play their roles in the scenario, saner 
prodevelopment voices have been raised in the last week. 

There are two levels at which the game is being played. 
Clearly Koch and his master, Lazard Freres'  Rohatyn, 
want a budget cut of between one half to one billion 
dollars to protect the sagging Big MAC bonds, now at 85,  
but it is  possible that Proxm ire' s  end game is to drive the 
City straight into bankruptcy and enforce a major 
" reorganization" reaching into the entire U . S .  credit 
S ystem, possibly including William Miller 's  plan for 
credit allocation. 

Giving notice of new budget cuts which will be directed 
at the two largest chunks of New York expenditures -
hospitals and schools - Koch threatened to abolish the 
Civil Service system, and offered a Hobson' s  choice to 
city employees : no pay raises or 1 ,000 layoffs for every 
$ 1 6  million in pay raises . The immediate target is the 
transit and sanitation workers,  whose contract ex
piration precedes the Koch budget message by two 
weeks . A provoked strike. along the lines of former 
Mayor John Lindsay' s  1966 New Year 's  Day strike , 
would be an excellent destabilization operation to force 
the cuts. but the real knifing will be in health and 
education. 

Laying the basis for closing of several and possibly all 
city-run hospitals. once part of the finest public health 
system in the world. are the moves to " bring medical 
care to the poor . "  In the last two weeks , 1 00 .000 of New 
York' s  poorest families have been given Hospital In
surance Plan coverage, which, despite the name. pays 
only physicians and laboratory fee s .  The Department of 
Health. Education. and Welfare is sending teams of 
doctors into the ghettos to establish " community-based" 
medicine along the lines of John Kennedy's  Health 
Maintenance Organizations.  

Simultaneously, complaints of insufficient teachers in 
the city's  school system have been responded to by the 
Rupert Murdoch-run New York Post with demands that 
teacher tests be made less stringent. The City Univer
sity, the largest such system in the world ,  is also being 
eyed for drastic trimming. 

The possibility of a transit or sanitation strike was 
made explicit by New York Daily News columnist James 
Wieghart who, in a Jan . 27  column, demanded the 
" military occupation" of the City in the event of fiscal of 
labor "chaos" .  

Municipal worker' s  union head Victor Gotbaum, whose 
union, the American Federation of State, County, and 
Municipal Employees,  includes most of the city 's  
hospital workers ,  will offer no resistance.  In the words of 
one think-tanker dealing with city affairs , "He'll do all he 
can to get the unions to go along, despite his noises.  He' s  
just going t o  have t o  take it . "  

Meanwhile Koch has made a p ersonal pilgrimage to 
Jimmy Carter to make it appear to New Yorkers that 
he's  doing everything he can, but the tough guys are in 
Washington. The main " tough guy" is Senator William 
Proxmire, who has spumed Rohatyn ' s  plan for a Federal 
guarantee for refinancing $2 .5  billions worth of New York 
City debt - at least so far . .  Proxmire 's  pitch is " Let' s  
hear the pips squeak" and " I  m a y  change m y  mind."  

Congressional conservatives are  so befuddled by this 
operation that on Friday, Senator Howard H. Baker, Jr. , 
Tennessee Republican leader, said sweetly, " I  am 
sympathetic and want to do what I can ; it ' s  unthinkable to 
let New York go down the tube . "  He then proposed that 
what is done for New York should be done for every city. 

Saner voices were heard in both the Wall Street 
Journal and the Journal of Commerce, in editorials 
appearing Feb. 1 .  Under the title " The Great Raid ,"  the 
Wall Street Journal's editorial commends New York 
S tate Comptroller Arthur Levitt' s  refusal to yield to the 
"siege" against $9 billion in state pension funds. The 
Journal specifically targetted Proxmire and Treasury 
Secretary Blumenthal as the raiders . 

But the Journal of Commerce simply told the truth of 
the matter. The looting operations against New York, 
called " government restrictions "  by the journal, had 
created "enormous costs and discomforts" for the 
Metropolitan area's  productive enterprises, which 
" drives out a productive population and discourages 
business . "  The Journal of Commerce accused Koch of a 
"flight from reality" for refusing to " view the region that 
they are part of as an economic entity" of which the Port 
is the key to future growth. 

The question now is what political muscle exists behind 
such otherwise true sentiments . What combination of 
labor, commerce, banking and industry will champion a 
high-technology export program ,  and infrastructural 
development around the New York Port, as the sine qua 
non of regional industrial expansion? And then will this 
pro-development political force take on the Koch
Rohatyn-Proxmire dismantling of New York City before 
March 3 1 ? 

' N ew Yo rk ' s  Attr i t ion  Game Is  Over' 

Ne w York Times, Feb.  1 

Future budgets,  therefore, will be helped significantly 
only from the layoff of employees paid from the city's 
own funds . . .  ln sum , the city will be unable to balance its 
budget by attrition . Painful as it may be, Mr. Koch will 
have to determine which city services can be cut and 
which can be made to work with fewer people . . . .  

This i s  a poor time, of course ,  to talk about cutting 
payrolls ; new contract talks lie ahead . . . .  The place to 
begin is with an explanation of where the advertised 
payroll savings will occur. 
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' Fli g ht F ro m  Reality ' 

Journal of Commerce. Feb. } 

. . .  What we're backing into here is New York City's 
flight from reality. It' s not merely the accumulation of 
debt. which New York City 's  government rolled over 
again and again for years until the debt just wouldn't  roll 
over any more in the capital markets . That ' s  all been 
said. 

It 's  New York City's  current attitude. one that reflects 
the ingrown character of its leadership-even the mayor. 
it seems-that is  of growing concern. New York seems to 
believe that someone else-the federal government. the 
state of New York and various pension funds. for 
example-should step in and save the c ity government 
from the latest insolvency threat . . .  

We would advise New York City 's  elected of
ficials-and we make a careful distinction here between 
those in government and those in private industry-to 
drop their ingrown ways. and to view the region they are 
part of as an economic entity . . .  

More constructively. we would point out that cities are 
made by private individuals and institutions who gather 
and build for various reasons of gain .  New York grew 
enormously because of the low cost of doing business 
here . 

. . .  It was only when government came along . imposing 
onerous and enormous costs and other discomforts to 
drive out a productive population and discourage 
businessmen that the city 's  economy went into a decline . 

At that point its debt became unbearable and unac
ceptable to creditors. potential or other. 

Reality demands that New York once again become a 
host. encouraging the private side of our society. thus 
enabling it to thrive . 

'The G reat Rai d '  

Wall Street Journal. Feb. } 

. . .  Combined assets of state and local (pension) funds 
were recently estimated at $ 1 10 billion. This is a 
tremendous temptation. As the trustees in New York 
have learned. the pressures for abuse are enor
mous . . .  Egged on by Treasury Secretary Blumenthal and 
Sen. William Proxmire. New York City is laying siege to 
the funds. the last untapped state source for its desperate 
financing needs . . . .  

I t  i s  rough indeed to j eopardize the retirement benefits.  
and state workers can hardly be blamed if they don' t  feel 
they should run risks to keep New York City 
afloat . . . .  Moreover. New York is only the most extreme 
and massive example of a situation which could arise in 
any financially troubled jurisdiction in the country. 

While this issue is of huge and enduring national 
moment. it comes to focus in New York's law voiding 
fiduciary responsibilities and in the political challenge to 
Mr. Levitt (the New York State Comptroller who has 
refused to buy city paper with state workers' pension 
funds-ed . ) .  We hope that the courts .  the voters . and 
opinion leaders in the city and the financial community 
see their duty as clearly as Mr. Levitt sees his. 

EXECUTIVE I NTELLI G E N C E  REVIEW ECO N O M ICS 9 



� "'ieBe" ii 11111 EN ERG 1" 

Proposed Energy Budget Wou ld Wreck 

America /s N uc l ea r  Futu re 
The Carter Adm inistration ' s  overall budget allotment 

for Fiscal Year 1 979 to nuclear energy development is 
expected to decrease in absolute terms .  With this per
spective clearly stated in the budget report, there is  no 
reason for elation over the modest real-dollar increase in 
research and development funds .  

Starting in the mid 1 960s, the real  dollar amounts of  the 
federal budget and the proportion of the Gross National 
Product devoted to research and developm ent began a 
serious decline . It is only in the last year that a modest 
increase in research and development funds has been 
al loted . However, the decade of previous deterioration in 
the nation's  capacity to generate new technologies and 
advances in the frontiers of science can not be made up 
by small  short-term improvem ents in funding . Fur
thermore. the sh ift to emphasis  on research into " soft" 
technologies.  l ike solar and wind energy sources.  away 
from real technological advances accounts .  for a 
significant proportion of the increases in research and 
development funding.  

In general ,  the new budget emphasizes basic research, 
with an increase of 1 0 . 9  percent ( about 5 percent above 
cost increases ) above 1 978 ,  whi le  reduc ing em phasis on 
development of demonstration proj ects , inc reasing only 
by (i . l  percent (about even in ter m s  of cost increase ) over 
1 9 7 8 .  

T h e  ostens ible reason for the  dee m phasis  i n  
development is threefold.  the need t o  avoid overtaking 
private sector activit ies,  cost-benefit analys is ,  and the 
need to avoid duplicating demonstration efforts .  

In  the case of nuc lear energy develop ment.  none of  
these reasons actually are appl icable .  Pri vate-sector 
development of advanced sector nuclear technology is at 
a very low ebb.  Major nuclear companies have had 
v i rt ual ly  no new orders for a s igni ficant period , largely 
due to the government ' s  outright sabotage of nuc lear 
exports and dom estic opening up of the courts to en
vironmentalist obstruction . Pro m ising advanced fuel 
cycles such as the Molten Salt Breeder Reactor, the 
German-developed Pebble Bed Reactor. or the Plasma 
Core System have either been canceled in the last couple 
of years or are languishing on v irtual ly no funding. 

Fusion 

According to published Department of E nergy plan
ning documents the Schlesinger budget for U . S .  fusion 
research is  designed such that "a practical fus ion power 
system might never be bui lt . "  

S o  far only the fact that the laser . fusion research 
budget has been decreased from $ 129  m i l l ion for fiscal 

1 9 78 to $126 m i l l ion for 1 979 has been publicly released . 
Informed sources report, however, that even the main 
U . S .  fusion program at Lawrence Livermore Laboratory 
is receiving only token funding increases , while other 
labs .  including electron beam research, are being cut 
back . At Livermore. not even enough funds are available 
for ful ly operating the new Shiva laser, the largest and 
most powerful in the world which by itself could 
demonstrate the feasibi lity of laser approaches to fusion. 

The Schlesinger budget proposed for magnetic fusion 
research for fiscal 1 979 gives a total budget authority of 
$334 m illion. a $9 m illion increase over fiscal 1 978 ,  an 
increase which does not even compensate for the effects 
of inflation . The proposed Schlesinger budget takes the 
fus ion progra m from LOGIC II level of funding - a 
" moderately expanding, sequential program "  under 
which "a fusion demonstration reactor m ight operate in 
the early 2 1 st century" - to LOGI C  I levels of funding -
" Research and development are supported at an ar
bitrary level . . .  If this pace were continued, a practical 
fus ion power system m ight never be built . "  

The m agnetic fusion program is  l imited t o  a handful of 
large, costly demonstration experiments . The more 
scientifically productive intermediate experiments such 
as the Oak R idge Tokamak, the ORMAK ( a device which 
demonstrated both that plasma could be heated to fusion 
temperatures and that higher power densities needed for 
econom ical power plants could be attained) are com
pletely cut off.  

No funds are al located to follow up promising alter
native and advanced concepts ,  and the internat'ionally 
reknowned Alcator tokamak research team at the 
Massachusetts Institute of Technology, which unex
pectedly two years ago demonstrated the sc ientific 
feasibi l i ty of  the tokamak approach for confinement 
param eters . has been d irected to go back to 
S hanghaighing students off the streets to meet personnel 
requirements . 

Fission 

A potentia l ly i m portant program , improvement of the 
assess m ent of domestic uranium enrichment techniques.  
wil l  be expanded from $65 m illion to $95 mill ion in the 
new budget. However, this program is being mischan
neled into the phony role of determ ining when advanced 
nuclear technologies will be required. It  should be ob
vious from a reading of the Administration' s  perspective 
on nuc lear technology development that they have no 
intention of carrying out such an implementation of 
advanced technologies .  

Specifica l ly ,  the Clinch R iver Breeder Reactor proj ect 
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will  be cut from a 1 978 allocation of $33 m i llion to $ 1 3 . 4  
m i l l ion for 1 979 . 

The Fast Flux Test Faci l ity wi l l  be c ut from $127  
m i ll ion to  $70  mil l ion. 

Overal l  breeder technology develop m ent wil l  be cut 
from $214  mi l lion to $127  m il l ion.  

The total budget for breeder reactor technology 
developm ent is  reduced from $51 7 m i l lion to $367 mi ll ion . 

At the same time, however. a healthy increase in ap
pl ication research for advanced nuclear systems is 
given. from $226 mi llion in 1 978  to $279 m illion in 1 979 .  
None of these projects are at the d e monstration phase. as 
the Cl inch River Proj ect is,  so they can be safely funded 
as laboratory demonstrations without interfering with 
plans to eventually phase out all advanced energy 
technology i mplementation. 

While nuclear fuel reprocessing has been held up, 
reflected in dramatic cuts from $ 1 04 m i l lion to $58 mi llion 
in the Nuclear Fuel Cycle S upport funds.  the budgets for 
waste management and spent fuel storage have in
creased from $18 1  mi llion to $ 1 90 m i l l ion.  

Finally,  l ight water reactor developm ent faci l ities 
have been cut from $28 m ill ion to $10 m il l ion . 

"Soft " Technologies 
The phony search for "proliferation-proof" advanced 

nuc lear power generating syste m s  wi l l  be continued. It 
m ust be emphasized that only through large-scale im
plementation of existing and p roj ected nuclear fission. 
including fast breeding of fuel ,  can the U . S .  meet the 
projected energy deficit  that would otherwise occur 
before com mercial power generation from fusion 
reactors comes on line through an accelerated 
development program.  

A ccording to  the Office of  Management and the Budget 
Report. "The Department of E nergy will  continue to 
develop solar, geothermal,  and foss i l  fuel technologies, 
with emphasis on using coal in an environmentally ac
c eptable manner . . . .  Overall funding for nuclear research 
and development will decrease,  reflecting the Ad
m inistration ' s  decis ion to defer the development of the 
liquid metal fast breeder reactor . A reduced, but still 
strong . program of alternative breeder reactor 
technology development will b e  maintained. "  The 
figures c ited above attest to the actual gutting of the 
breeder program . 

The Method Behi nd Schl es i nger's Madness 
Exclusive to the Executive Intelligence R e view 

In the presenta tion of the Fiscal Yea r 1 .9 79 Departm ent 
of Energy budget. Secretary Schlesinger clearly em 
phasized the drastic shift in emphasis of his first energy 
research and developm ent budget a wa y from "Iong
term " energy de velopment to one of "im m edia te com 
mercial application. "  In congressional testim ony last 
week. Schlesinger told a stunned congressional com 
mittee tha t  biomass and the use of " wood chips to 
produce na tural gas "  are the forms tha t  ha ve the 
"earliest pay-off. " Congressman Wydler (R -N. Y. ) 
correctly a tta cked the Schlesinger budget for deem 
phasis on long-range research and development. 
especially n uclear ( see Executive Intell igence Review. 
. Tan .  31 . 1 .9 78. Vol. V. No. 4) . The Depa rtm ent of Energy 
budget alloca tions for fast breeder de velopm ent and 
crucial areas of controlled thermon uclear fusion 
research vitally deemphasize the most far-reaching 
areas of long-range research and de velopment. 

The justifica tion offered by Schlesinger is the 
"a wesom e "  ra tionale of "cost  effecti veness . " 
Schlesinger, who pre viously was him self head of the 
Office of Management and Budget (OMB) . worked his 
current budget out in a ccord and sta ted full agreement 
with the OMB criteria for cost-effectiveness. The 
following analysis. dra wn from a study done by a priva te 
consulting firm . ECON. wa s prepared for the U. S. 
Energy R esearch and De velopment Administra tion. 
under contract No. EG- 77-C-02-41 81 . It dem onstra tes 
precisely how the built-in para m eters presen tly em 
ployed by OMB ensure tha t no long·ra nge research and 
de velopment is "cost effective " !  

. . .  The research expenditures for long-range energ y 
research and development progra m s  such as fusion 

occur in the short term.  whereas the direct benefits to be 
gained from the research beg in to occur . . .  years into the 
future . Thus one is faced with comparing research 
dollars spent today with returns on investment occuring 
many years in the future . The economist  deals with this 
problem by "discounting "  future cash flows to the 
present. That i s .  a person may feel that a dollar to be 
recei ved one year from toda y is  worth only 91 cents today 
(assu ming no inflation) . Thus .  it is  said that the person 
has a 10 percent discount rate r. and the 91 cents is 
referred to as the present va lue .  PV. of the cash flow C, of 
o n e  d o l l a r  received one year. t. from today :  

PV -= --.� ----.== 1 . 00 
. == 0 .91 

( 1  + r  / 1 00 ) 1  (1 + 1 0 / 1 00)t 

(Using this standard statistical "cost-benefit" OMB 
model. the ECON study sho ws tha t  for a research project 
with estima ted "comm ercial payoff" years in the future. 
the a bo ve OMB form ula . under standard summa tion 
methods adding the present values of such annual cash 
flo ws. yields the "present value " for a project into the 
future - ed. ) 

I n  examinmg the benefits of a research project. the 
econom ist would calculate the net present value. NPV. of 
the proj ect by treating pro.iect costs . Ct. as negative cash 
flows and proj ect benefi ts .  Bt. as positive cash flows . .  . ! n  
standard benefit ·cost ana lysi s .  one determ ines the NPV 
by develop ing a scenario for the research project. 
a ssess ing the benefits and costs year by year. and then 
computing the NPV gi ven an appropriate discount rate. 
The research project is economically justified if the 
expected NPV is not nega tive ( e m phasis added -ed . )  

I t  i s  seen above that a key param eter i n  the calculation 
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of the expected NPV for deve lopmg a new energy 
technology is the sociai' rate of di scount . At the moment, 
the Office of Management and Budget imposes the use 6f 
a 1 0  percent rate of discount for the evaluation of federal 
expenditures .  Such a discount ra te strongiy fa vors 
programs with short-term benefits (emphasis addep 
-ed. ) .  This is apparent if one computes the discount 
factor at r equals 1 0  percent for a ti m e  i nterval t equals 
20 years. The value 'of a' dollar of '  benefit achieved 20 
years in the future is only 15 cents when discounted to the 
present, and a dollar benefit achi eved 40 years into the 
future has a present value of only two cents . It is little 
wonder tha t  the 1 0  percen t discount ra te has ca used som e 
concern among people who belie ve tha t the future of this 
na tion lies ill the developm ent of long-term , rene wable or 
inexha ustible energy sources, and who feel intuitively 
tha t  the development of " these sources < should be 
economically justified (emphasis added -- ed ., )  , 

. . .  The problem using standard benefit-cost analysis to 
analyze ' long-range energy research and development 
such as fusion research is that ,  for any particular 
research program . . .  standard benefit-cost analysis  is 
quite likely to result in a negative net present value, 
particularly at a 10 percent social rate of discount. In 
fact,  it i s  general ly true that a standard ben

'
efit-cost 

analysis  yields pessimistic results when used to analyze 
advanced research program s  for the development of 
major new technologies .  This is pr imarily due to the fact 
that this methodology does not al low for decisions to be 
made in the future under a state-of-knowledge that is 
better than that which exists today .  

And this benefit-cost basis is wha t  Schlesinger has 
presented to Congress as a "scientific " justification for 
his sabotage of the na tion 's most vital long-range energy 
research and development programs. 

Ci n�i  Mechan ica l  Eng i neers Back 

USLP On N u c l ea r  Energy 
The nine-m em ber executive board of the Cincinnati 

chapter of ' the c, ' American Society of ' Mechanical 
Engineers endorsed the nuclear energy policJ! of the U. S. 
La bor Party on Jail. 24. The sta tem ent. reprinted below, 

will now be submitted to the national executive board of 

the ASME. 
' 

I .  IntroduCtion . . . . . . I ' 
An economjcally v iable global energy policy demands 
A .  nuclear fus ion poWer . 

' .  . 

B .  nuclear fission-bas,ed technol9gies ' .  ' 

C .  fission�fuel breeders leading to fission-fusion 
breeders as the critical intermediate-term

' 
energy 

technologies 

II .  The Cases of Braz i l  and the Mideast . 
A .  Brazil  is c ited as an example of a nation which has 

committed itself to developing a cadre of nuclear 
scientists and engineers ,  nuclear support technologies,  
and nuclear power plants as  a national policy - up to 
eight 1 200 MW ( megawatts-ed . ) p lants and $ 1 5  hil
l ion over 15 years . I t  would cost  roughly the same as the 
oi l  equivalent of 1 0  GW of nuc lea r  power annual ly ,  
graduating 9000 nuclear technicians and engineers , 1 50 
geologists , and 300 phys icists . West German banks and 
nuclear industry have p rovided support for this  
program.  By contrast, U .S .  po l icy  has  lost us an  early 
nuclear foothold in Brazi l .  

B .  The Mideast development plan should be : 
1 )  By 1 985 a nuclear electric grid should be under 
development 
2)  The required capital could be generated by in
creased oil and gas production 
3 )  The Mideast has been one of the fastest-growing 
producers and consumers of electricity .  E ven so. 
industry in Iran, for example,  cannot exceed 60 
percent of capacity. 

4 )  Mass production of nuclear plants is required to 
provide an ' increase of from 95 to 345 GW (gigawatt) , 
with about 200 additional GW nuclear between 1 981 
and 1985 .  This is worth about $200 billion in nuclear 
industry sales . 

The ultimate payback would be in Gross National 
Product capita of the advanced nations .  

I l l .  The Scienti f i c  Principles of  E nergy Pol icy .  
R ates of profit and capital  formation must have a 

tendenc y to exponential increases in a healthy economy,  
The quality of any energy-generating technology is  
generally determ ined by : 

A . the thermodynamic efficiency of the entire fuel 
c ycle 

B.  the flux density (energy-unit area-time)  i s  the most 
basic figure of merit 

Because nuclear energy is denser than other historical 
sources ,  it is more efficient and cheaper overall .  Fusion 
power and its accompanying technologies, such as laser 
technologies will create a new industrial, scientific , and 
economic revolution. 

There are no l imits to economic growth. The only issue 
is whether the fruits of growth are invested to insure 
future prosperity and profitability . 

IV .  The Transitional Energy Program ,  
The long-range solution is fusion energy and its self

reproductive effects within a fusion-based economy. To 
get from here to there, however. an entire spectrum of 
fiss ion and fus ion-fission power systems must be 
developed and built .  But even at the current dismally low 
projected nuclear power growth rates ,  U-235 will run low 
in about 20 years . The Liquid Metal Fast Breeder 
R eactor ( LMFBR) program must be accelerated and a 
program for developing the fission-fusion reactor must 
be i m plemented to increase the fissile fuel supply. by 
nearly 200 times . 
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Fusion energy from deuterium in sea water might 
supply 10 million years of energy. Fusion-produced 
plasmas might yield technologies that will increase 
mineral supplies millions of times by breaking rocks or 
ores into their elements .  

The cost of light water reactor-produced electricity is  
much cheaper than from oil and generally somewhat 
cheaper than from coal.  

V.  The Effect on Industry and the E conomy. 
An expansion of material orders , construction projects , 

equipment manufacturing, machine tools etc . will create 
hundreds of thousands of skilled j obs . Indirect effects 
will occur in the steel and other extraction industries . 
New processes can produce massive quantities of useful 
byproducts such as methanol and a mmonia for fertilizer. 

A 1 GW nuclear plant today requires 35,000 tons of 
steel, 300,000 tons of concrete, and requires 1 900 machine 
tools,  4000 skilled workers,  plus 200 scientists and 
engineers.  

The nuplex concept makes use of the 65-70 percent of 
• thermal energy wasted in electricity production to 

reclaim desert lands by desalinating water, pumping 
water, producing fertilizer, and providing energy to the 
complex. 

VI .  Development Policy . 
Congress must enact a nuclear development policy to 

maximize the rate of energy production from more 
advanced technologies as they become commercially 
feasible : 

A .  Immediately : Begin assembly-line production of 
light water reactors, accelerate and com m ercialize the 
Clinch River Breeder Reactor. complete and expand 
spent fuel reprocessing fac ilities ,  and redouble Apollo 
Proj ect-style fusion effort . 

B .  Early 1 980 ' s : Phase in L M B F R ' s  consistent with 
fueling the growing numbers of l ight water reactors.  
begin s ign if icant  f u s i o n - f i s s i o n  hyb rid b reeder 
development. 

C .  Later 1 980 's : Increase LMBFR production, com
mercialize hybrid reactors, and complete R and D on 
early fusion reactors and plasma torch technologies . 

D .  Early 1 990' s :  Phase out LWR ' s ,  bring hybrids and 
LMFB R ' s  on line commercialize early fusion and plasma 
torch technologies . 

E .  Late 1 990 ' s :  Produce significant power from early 
fusion reactors and commercialize second generation 
fusion and plasma torch technologies . 

F .  Early 2 1 st century : Full transition to fusion·based 
economy. 

The following Research and Development projects are 
needed : 

1 )  Existing fission reactors . Political restrictions 
on plant construction and licensing must be replaced 
by standardized guidelines and inspection 
procedures .  An immediate investment fund of about 
$10  billion is needed to get the industry moving again, 
financed by a "Third National Bank" with export 
sales facilitated through the expanded role of the U . S .  
Export-Import Bank. 

2)  The breeder : The $2 billion Clinch River proj ect 
must be completed and another $5-6 billion invested in 
commercialization of standardized LMFBR's .  
Several billion dollars should be allocated for 
development of backup or better systems such as the 
Pacer concept, molten salt, and high-temperature 
gas-cooled breeders.  

3) Fusion-Fission Hybrid Breeder : An electron
beam hybrid or a Tokamak core and test breeding . 
modules should be developed ($5-10 billion) . 

4) Pure Fusion : A broad-based scientific and 
engineering crash program must be developed along 
the lines of the Labor Party' s  proposed Fusion Energy 
Research and Development Act of 1 977,  a multi
trillion dollar investment program just in basic 
energy technologies . 

Nuclear power is an idea whose time has come ! 
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COUNTERINTELLIGENCE 

Carter Alien Program : 

Border Vio l ence And Slave Labor 
George G rayson. an academ ic writing in the current 

issue of Foreign Policy magazine. demands that the U . S . 
Mexico border b e  shut down . This is  the only way. he 
states ,  to force Mexico into labor-intensive r�ral work
camps and away from capita l-intensive industrial
ization . 

These views are shared at the highest levels of the U . S .  
government. When briefed o n  the G rayson plan this 
week. the White House liaison with the Justice Depart
ment on i l legal aliens . Ana G utierrez. responded enthus
iastically : "Exactly .  We feel exactly like G rayson . 
That ' s  why we felt strongly that Vice-President Mondale 
had to take a strong stand in Mexico ( during his Jan. 20-
22 trip-ed . )  . . . He made it  very clear to the Mexican 
government that the Administration ' s  proposed illegals 
program was not negotiable . . .  Now if they were serious 
about labor-intensive jobs, we'd be happy to talk . "  

But the p lanners behind Carter ' s  " i llegal aliens" 
program are looking beyond m erely i mposing s lave 
labor on one of Latin  America ' s  most advanced 
economies.  As revealed in interviews and prel im inary 
investigations this week, the scenario involves setting off 
conditions of virtual warfare a long the U . S . -Mexico 
border. militarization of the region. and possible military 
takeover in Mexico on the "South A merican" model .  

At  a m inimum . implem entation of the scenario would 
. destroy Mexico's capability to use its oil and uranium re

serves to leverage its econom y  into "advanced sector" 
modes of development. It  would e l im inate Mexico from 
any role potential ly contrary to U . S . - British monetarist 
interests .  The heritage of fighting for Third World devel
opment and a new world economic  order left by former 
president Echeverria would be shattered . 

The scenario - already well  into i mplementation 
phase - ultimately involves nothing less than the 
Paddock Plan for the genocide of  30 m i l l ion Mexicans . 
Paddock. a U . S .  agronom ist c losely connected to zero 
population growth organizations . stated in 1 975 that 
Mexico's "population problem " could only be dealt with 
by "sealing the border. "  He declared that half of 
Mexico' s population - over 30 m i l l ion Mexicans - had to 
be el im inated . and that with the border sealed. these 30 
m i l l ion would go through " war.  pesti lence. and famine . "  

Vice President Mondale a n d  Labor Secretary Mar
shal l ' s  forces in the Admin istration . however. face two 
great problems in implementing the fundamental obj ec
tives of the i l legal aliens " package . "  Firstly.  there is 
almost universal repugnance at the i dea of setting up 
fences and mi litarizing the border . Secondly. Mexico is 
b itterly  resi sting the U . S . -ordered repudiation of its com
m itment to industrialization and advanced technology.  

As Gutierrez reported, the Mexicans just " don't seem to 
have much interest" in Mondale ' s proposals for labor
intensive rural projects run by the World Bank . 

The forces behind the Administration' s  i l legal alien 
program are, therefore, especially counting on the U .S .  
Chicano movement to  serve as  their manipulated tool in 
solving both these problems .  On the one hand, they ex
pect agents provocateurs and those duped into following 
such agents into a Quebec-modeled "separatist move
m ent" to escalate border violence which would serve as 
the pretext for mil itarization. The scenario for such 
" Chicano Quebecs" has been detailed by Arthur Corwin,  
State Department advisor in 1 974 and 1 975 .  On the other, 
they look to Chicano leaders ,  softened up by a decade of 
large-scale Ford Foundation profiling and support opera
tions on both s ides of the border,  to undertake the Admin
istration' s  work of sell ing Mexico rural workcamps and 
restricted energy development. 

The Mondale-Marshal l  forces are sure to have fol lowed 
detai ls  of the Late January vis it  made by a delegation 
of U . S .  Chicano leaders to Mexico . The delegation. which 
met with President Lopez Portil lo and other officials.  
was headed by Jose Angel Gutierrez. the Texas Raza 
Unida party chief whose operations closely fit the 
" chicano Quebec" scenarios .  Members of the delegation 
were then c loseted with Jorge Busta mante , the " migrant 
labor expert" at the Ford Foundation's  largest Mexican 
c l ient institution. the Colegio de Mexico.  That same week 
( see excerpts below) Bustamante released the details of 
a program for labor-intensive rural proj ects in central 
Mexico which he presented as the " only alternative" to 
i:1creasing violence along the border and an eventual 
mi l itary coup . 

KKK: Tes t  Run 

The announcem ent of the U . S .  Administration' s i l legal 
a l iens program last August i m mediately set into motion 
the unification of the Chicano movement 's  " middle
class" elements and the terrorist-oriented wing based in 
lump en strata . 

Thi s  amalgamation was hastened considerably when. 
on Oct. 1 7 .  David Duke of the Knights of the Ku Klux Klan 
made a surprise appearance on the San Is idro. Cali
fornia .  border and announced the Klan was beginning its 
own armed border patrol . Within a few days he and his 
vigi lantes - widely documented to be under U . S .  intelli
gence agency control - d isappeared ; but not .>efore a 
tremor of shock had passed through the Southwest 
Mexican-American community and the parami litary 
Brown Berets had mobil ized in Texas to counter the KKK 
p rovocation. 
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The conditions were set for a " controlled envir
onment" of fear in the Chicano community. Many more 
traditional Chicano leaders were now open to considering 
"counter-terror" as a potential ly  appropriate response 
to the beatings and assassinations of fellow Chicanos that 
had been perpetrated or condoned by official law
enforcement agencies and right-wing vigilante groups .  
This  controlled environment left them vulnerable to 
provocateurs from either side and halted discussion of 
any broad-based economic program capable of bringing 
other minorities and sections of labor at large into line 
against the Carter program.  

The KKK deployment ensured maximum " unity" at  a 
well·attended conclave of Chicano and Latino groups in 
San Antonio Oct. 28-30. At this m eeting a Dec . 3 confer
ence in Phoenix of Chicano leaders from a wide range of 
organizations was scheduled. At Phoenix ,  the decision 
was made to send a delegation to m eet with President 
Jose Lopez Portillo . 

The growing influence of the proterrorist wing ,  if not 
reversed, could allow U . S .  intelligence operatives to 
eventually slander the Mexican government with the 
charge of "aiding terrorism" across the border. 

" Without the Ford Founda tion 
We 'd Ne ver Be Here " 

The policy input aimed at exploiting the Chicano move
ment 's  contacts with Mexico as a transmission belt for 
the Mondale-Marshall rural-labor schemes is handled 
jointly by the Institute for Policy Studies in Washington 
and the Ford Foundation in New York . IPS specializes in 
funneling the conception that " economic development 
equals oppression" into t.he more " radicalized" layers . 
The Ford Foundation , leading a string of other private 
funding conduits ,  provides the " nonpol itical" legal and 
lobbying back-up . "Without the Ford Foundation we'd 
never be here , "  said an executive of the Mexican
A m erican Legal  Defense a n d  E ducation F und 
(MALDEF ) .  MALDEF was founded on Ford money in 
1 968 ,  and last year received more than $700 ,000 from the 
Foundation . The Washington-based National Council of 
La Raza, a lobbying and support group providing ser
vices to 108 member organization s .  i s  equally dependent 
on Ford Foundation largesse .  

On the other side of  the border,  the Ford Foundation 
provided the funds to establish the sociology department 

, at the Colegio de Mexico in 1 970 ,  whose "migrant 
studies" unit is the base of operations of Jorge Busta
mante today.  Ford Foundation money continues to be a 
mainstay of the Colegio . 

Through these various conduits the Ford Foundation's  
commitment to Malthusianism and zero growth - ex· 
pressed in terms of environm entalism, "alternate 
energy sources" (solar instead of nuclear) , "adequate 
technology . "  and population control - is channeled into 
the Chicano community. 

The " solar power for Mexico" argument is a parti
cularly important feature of the package. The only model 
of " development "  compatible with the perspectives of 
solar energy is  that focusing on dispersed, technology
poor rural settlements : the Mondale-Bustamante plan. It 
is no coincidence that Bustamante calls for solar power 
and ignores nuclear potential ; a top MALDEF official 
labeled the Mondale approach " the only solution" to the 
i llegals problem and simultaneously insisted, "We sure 
don 't  oppose S chlesinger' s  energy program" ; Grayson 
(see Executive Intelligence R e view vol . 5 no. 3) ends his 
seven-point program for closing the border and stopping 
industrialization with a call for " energy conservation" 
and solar power to prevent nuclear development. Corwin 
agrees that "energy conservation" is the only way for 
Mexico. 

The Chica no A lterna tive 

The great concern shared by those who planned the 
Carter i llegals program,  IPS ,  and the Ford Foundation, 
is  that a re-alignment could occur in the Chicano move
ment which would break the present controlled envir
onment and allow issues of high-energy growth and 
creation of jobs at advancing skill levels to come to the 
fore.  The recent resolution on energy put forward by the 
National Assoc iation for the Advancement of Colored 
People sets such a precedent . A leader of one of the 
largest and oldest Chicano organizations expressed the 
potential for a parallel fight in the Chicano movement 
when he stated : "Any progra m which lowers economic 
expectations helps the anti-Chicanos . "  
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Mexican Sociologist: 
The Alternative To C h i c a n o  Te rro r i s m  

I s  S lave-La b o r  J o bs 

Dr. Jorge Bustamante, a Mexican sociologist special
izing in border problems and migrant popula tions, has 
becom e a leading profiler of the Chicano movement in 
the United Sta tes based on extensive field study. He is 
currently heading a socioeconomic study of Mexican 
aliens under the auspices of the University of Notre 
Dame and EI Colegio de Mexico, a lea ding Mexican 
thinktank tha t is hea vily funded by the Ford Founda 
tion. Bustamante recently outlined a proposal to stop the 
flow of illegal Mexican aliens in to the United Sta tes in the 
Jan. 30 issue of the Mexican daily Uno Mas Uno. Ex
cerpts of tha t article appear belo w. 

The principal objectives of this proposal are two : 1 )  to 
avoid the massive congestion of undocumented 
emigrants, potential or returning, in Mexican border 
towns, and 2) to minimize the exploitation of Mexican 
migrant workers in the U . S .  

Regarding the first obj ective. the scenario for what I 
called some weeks ago an explosive " sandwich" in the 
border area must be briefly repeated . Th is scenario is 
based on the fol lowing suppositions : 1 )  an increase in the 
north-to-south return flow of undocum ented workers 
provoked by the increase of restrictive measures in the 
U . S . ; 2) an increase in the south-to-north flow of 
emigrants to the U . S .  due to increases in unemployment 
and (the rate of) inflation in Mexico.  Another more 
speculative, but not totally i m probable,  elem ent is the 
possible intervention of the Mexican Army to maintain 
order in a border area congested by unemployed in a 
state of frustration and desperation produced by an 
unusual disruption of the soc ial  order. including out
breaks of urban guerri lla activity . 

Such a possibil ity would have national and inter
national political implications that would make a "South 
Americanization" of the Mexican State more probable: It 
must  be understood that it is not the same to send the 
Army to Guerrero (a state which is the center of rural 
guerrilla activity - ed . )  as to the border . Here,  the possi
bil ity of bilateral mil itary com munication and collabora
tion could stimulate extraconstitutional tem ptations in 
some Mexican mi litary men. 

On the other hand , if a d isruption of the social order in 
the border area acquired pol it ical tones , those invol ved 
on this side (Le .  guerrillas - ed. ) could find refuge on the 
other (U . S . )  s ide in Mexican-American com munities .  
This refuge could prove to be,  in practice.  more unassa il 
able than the mountains of Guerrero or Oaxaca <another 
center of rural guerrilla activity ) .  

The Remedy 

1 .  Establishment of an emergency employment 
program in Mexico for the areas of heaviest emigration 
toward the U . S .  As opposed to other employment 

programs,  this plan would be designed expressly to 
gradually reduce emigration . Contrary to the "escape 
valve"  proposals,  such as working out a new agreement 
on undocumented workers , creating jobs goes to the root 
of a problem of emigration from the countryside to the 
cities that has as its destiny not only the U . S . ,  but the 
metropolitan centers of our country. In this conjunctural 
context in which the problem of undocumented workers 
is defined at a binational level, Mexico would be com
m itted to gradually reduce the flow of emigration to the 
U . S .  through said plan of emergency employment. 

The essential part of this plan consists in the organ
ization of col lective units of labor-intensive production of 
semi-industrialized agricultural products as well as 
manufactured products through a system of assembly 
plants . The geographic location of this plan would be in 
the states of Zacatecas, Durango, San Luis Potosi and 
southern Coahuila .  

( E mployment of the unemployed coming from the 
center of Mexico) would be realized in the agricultural 
area using the technological advances achieved in irriga
tion through hydroponics,  and in solar and wind energy. 
Production would be aimed at reducing the dependency 
of this area on " importation" of food from other regions 
of the country and from abroad.  

2.  Regularization of the migration status of all undocu
m ented workers who could prove they had worked in the 
U . S .  during 1 977 or that they were working there now . 

The undocumented workers that had not covered the 
requirements of regularization would have to return to 
Mexico. One of the objectives of the emergency jobs plan 
would be to absorb the greatest possible number of these 
returning emigrants.  

What has been laid out here i s  only an attempt to 
elaborate something that may be an alternative to pro
posing nothing at all or to waiting to react to North 
American proposals . The difference could be understood 
as the difference between the attitude of someone who 
does not think of any alternatives beyond martyrdom, 
and the attitude of someone who decides to attempt the 
real istic recovery of initiative . 

• • • 

U . S .  " Ex pert " : C h i c a n o  Q u e becs 

In The Ca rd s 
Arthur Corwin is an Am erican " expert on illegal 

immigra tion of Mexican workers in the U. S. In June 1975 

he submitted a report entitled "Am erica 's Illegal Alien 
Dilemma " to the Dom estic Council on Illegal Aliens 
chaired by then-Secretary of Sta te Henry Kissinger. The 
report was the product of proposals presented by Corwin 
in 1 9 74 and 1975 to the Sta te Department and to the U.S. 
Em bassy in Mexico in a "highly confidential" seminar 
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on border problems. Secretary of La bor Marshall 
reportedly distributed copies of the report to fellow 
policymakers during the Adm inistration 's drafting of its 
ilJegals program in the first half of 1 .977. 

Excerpts from this report a s  quoted in the Mexico City 
daily Excelsior of Jan. 24, 1 9 78 follo w. 

In one or two generations,  half of Texas could become a 
" Chicano Quebec" through separate political arrange
m ents and the same process could be repeated in parts of 
New Mexico, Arizona, Colorado and southern California 
as the reconquest of Aztlan procede s .  

This is  probable (and there a r e  indications i t  is hap
pening now) if the present population of Mexico doubles 
during the next 18 years ( the pessim istic estimate) or 
during the next 20 years (the optim istic one ) ,  as 
proj ected by Mexican demographers ,  and if  the U . S .  
government continues t o  b e  lost i n  the flood a s  far as 
effective control of the border is  concerned . 

Prototypes of " Chicano Quebecs" exist on Indian 
reservations and in Zavala County (Texas ) where the 
Raza Unida Party has almost complete control ,  thanks to 
its Chicano base of support . .  . .  Puerto Rico is the political 
model Chicanos could im itate if . . .  Chicanos were to 
consol idate political power without any cultura l identity 
with the American way of l ife .  

The following is an exclusive E I R  intervie w with Ar
thur Corwin. 

Q: The winter issue of Foreign Policy magazine 
p ublished an article by George Brayson in which he 
advoca tes Carter 's illegals program as the minim um 
step necessary to begin closing of the border almost 
completely. Only with the border closed off, Grayson 
argues, can the necessary refocusing of Mexico 's in
ternal developm ent, toward la bor-intensive models of 
rural projects, rather than capita l-intensive industrial
ization projects, get off the ground. Grayson finishes with 
a call for Mexico to adopt an energy conserva tion policy 
similar to the U. S. 's, and to develop solar po wer in order 
to forestall development of nuclear power. 
A :  I didn't  put the ideas into the paper I did on 

"America's  illegal aliens dilem m a . " but I discussed the 
same points as Grayson when I talked with U . S .  E m 
bassy officials i n  1 974 and 1 975 .  I talked t o  them about 
closing the border, how this was needed to get Mexico to 
face up to the policy changes that it otherwise was not 
prepared to take . They would never revamp the PRI 
party, for instance. I have been saying for a long time, 
either we close the border unilaterally or we c lose it  in 
the context of a new braceros program where we ac
tually get Mexico to police its side of the border. So I 
think Grayson is right on target .  He seems to have 
gotten at some of the more profound impl ications of, 
border control . Now what I say as well is that closing the 
border is as important on the V . S .  side as on the Mexican . 
It would force the V . S .  to face up to its  problem s .  too . If  
there were no cheap labor. the U . S .  could change around 
its welfare and unemployment progra m s .  

As for the energy question, I think I ' d  agree with him 
on that.  It's obvious Mexico needs some sort of energy 
conservation . It really has no surplus of oil  or  gas .  I t ' s  

� 
not rea l istic to be expecting to export a great deal .  The 
domestic demand is too high . The government is coun
ting too heavi ly on o i l .  

Q: I know your report discusses the possibility of 

"chicano Quebecs " in the south west within a genera tion 

or so. Do you think the question of a separatist movement 

m a y  de velop faster? And do you think a terrorist 

element exists ? 
A :  Well, many of the frustrated militants in the Raza 
Unida movement in Texas are seriously considering 
terrorist actions.  to hold on to popular support. They are 
pushing hard with the demand of total amnesty for 
i l legals . If they don' t  get it, there could be violence.  The 
KKK actions along the border last fall got the Chicano 
groups mobilized.  That would be counterterrorism as 
they see it . . . .  

The Klan scare gave a push to such paramilitary 
preparations .  I n  such a situation the Texas Anglos might 
lose their cool ,  send in the Rangers . . . .  

S o  the point that I ' m  making i s  that the potential for 
violence is there . If Carter doesn't  modify his program,  
the hotheads might go  for it . It  has  already happened in 
Mexico. There have been groups taking a terrorist and 
guerrilla role .  The connection to the border areas is so 
close . . . . .  

I n  south Texas particularly, you could get to the point 
where the U . S .  s imply couldn' t  control what was going 
on . . .  and then would suddenly clamp down. That could set 
things off. The Brown Berets are armed. They don't  walk 
around on the streets with arms but they've got them . . . .  

The illegals are often refugees from Mexican violence.  
They are smuggling arms back into Mexico. It 's  a good 
pretext : cache arms here , needed in Mexico . But there 's  
no reason to suppose that they could not be used here . 

. . .  Many Anglos are very concerned.  They are wonder
ing if they can keep their hold on some of these counties. 
You know in 1 970 Gutierrez of La R aza Unida called for 
the Anglos to be eliminated . Now some Anglos have been 
more alarmed than others . But I know people, "Anglo 
refugees " as I call them , who have been run out of 
Zavala County (Texas)  and moved over the county line. 

. . .The Raza Unida Party will look for a Boston 
Massacre-situation to keep public favor. They just 
haven 't made the inroads they needed. 

The Chicanos see correctly that there's  no future for 
them without an open door to i m m igration. They may get 
a l i ttle violent to ensure this .  

C h icano Rad ical : " W e ' re Hook i n g  U p  

With Levesq u e  a n d  t h e  P LO "  

The following intervie w with Frank Shaffer Corona . a 
recently elected school board official in Washington, 
D. C, and a mem ber of the delega tion of chicano leader$ 
who m et with Mexica n Presiden t Lopez Portillo in la te 
Jan uary, reveals the prototerrorist tendency of that wing 
of the chic�mu m o vem en t most closely connected to the 
Institute for Policy Studies in Washington and its off
shoot.'>.  it is this tendency tha t  .4rthur Corwin and other 
terrorist profilers coull t on to bring the bulk of the 
chicano mo veriJ Cnt  into scenarios of escala ting border 
violence, the pretext for m ilita rization and shutting down 
the border tota l lv .  
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Q: You 've seen the Corwin R eport. ha ven 't you ?  As 1 
understand it, he lays out a scemlrJO for " Chicano 
Quebecs " springing up in the South west, a separatist 
m o vement which could learn lessons from Puerto Rico 
as well. It would use federal funds for local a reas to 
establish virtual 'encla ves ' in U. S. territory. 
A :  That 's  right. And the dangerous thing about it - is 
that he's right. We're already hooking up with 
Levesque' s  group and the P LO .  Their s ituation is the 
same as ours . What would the U . S .  do if  it was faced with 
coordinated action between Belize,  the PLO.  Quebec . 
Aztlan and Puerto Rico? 

Q :  When Mondale was in Mexico. he pushed la bor
intensive job progra ms in the rural  areas - World Bank 
programs mainly. Wha t 's your vie w of tha t  approach ? 
A :  Look, the U . S .  Commerce Depart ment j ust released 
the latest estimates of Mexican oil at  1 20 b i llion barre ls .  
The Saudi reserves are only  32 b i l l ion more .  Everybody 
knows the North S lope will be exhausted pretty soon . The 
oil in the Western Hemisphere is in Mexico.  That 's  the 
bottom l ine.  You can connect anything from the World 
Bank to that, probably better than 1. I ' m  rea l ly  into 
human rights . not international f inanc e .  

You should talk t o  Erdma n .  T h e  author o f  " The Crash 
of  ' 79 " .  Have you read it? No ? R ead it .  I t ' s  about how a 
war between Iran and the Saudis  leads to Iran using 
nuclear bombs on the Saudi fields . . . .  now i f  something 
like that happened. where do you think  the world would 
turn for oi l?  

Q: The whole emphasis of the Mondale- World Bank 
proposal is to set up virtual sla ve-IaiJor conditions in the 
rural areas . . . .  
A :  ( interrupting ) Let m e  lay one on you. The A F L-CIO 
has tremendous information. they 've  got the research 
data on runaway shops .  D o  you know,  we lose 300 ,000-
400 ,000 permanent jobs a year. That ' s  1 5 -20 percent of our 
unemployment every two or three years . And no one 
talks about it .  If you want to get the story . call  some 
people from the People ' s  Business Commission - what 
used to be the People ' s  Bicentennial ,  you know, Jeremy 
Rifkin. They have the AFL-CIO info . 

Q: Ha ve you seen the NAA CP R esolution on Energy? It 
presents the need for energy expansion in terms which 
totally demolish Schlesinger. It would seem an ap
propria te perspective for Hispanics as well. 
A .' I ' d  like to see that. I ' ve been th inking for some t ime of 
coordinating with black groups .  I think I could pretty 
easily get to see Jessie Jackson, Coretta Scott K ing and 
Vernon Jordan.  

Q: When you spoke before of coordina ted action between 
such groups as the PLO, Quebec, and Aztlan, you asked 
wha t  the U. S. would do. Wha t  faction in the U.S. did you 
m ean ? 

A .' Well .  the government.  And the big corporations . 
We're about to enter the dark ages again . The corporate 
structure is leading toward a new feudalis m .  You have 
the 'court' and then the ' lower nobles '  and the peasants 
are ' labor ' .  

W h ite H o u se Off i c i a l : Carter P rog ra m  
i s  N o n n egot ia b l e  

The following excerpts are from a n  Executive In
telligence Review intervie w with Ana Gutierrez, White 
House liaison with the Justice Departm ent on illegal 
a liens. 

Q:  Is it possible tha t  the A dm inistra tion will reopen 
discussion of the Carter illegal aliens plan to give greater 
input to the Chicanos ? 
A :  The Chicanos were brought in al l  along in discussions 
on the Carter policy.  If  they want to change it now, they 
would have to go to the Congress . As for Mexico, Mondale 
made it very clear to the Mexican government that the 
il legals program was not negotiable .  There are some 
things they may not l ike about it,  but that' s  too bad. It's a 
bitter pil l  they will  have to swallo w .  I t ' s  very clear that 
Mexico will  have to do something on their side.  Now if 
they were serious about labor-intensive jobs.  we'd be 
happy to talk .  But the ilIegals program is not negotiable . 

Q :  Is the Za vala County (Texas) kind of situa tion 
spreading, where Chicano groups m o ve for more 
political po wer? There the Raza Unida Party is in con
trol. 
A :  There is a consc ious attempt on the part of some 
Hispanics .  to make themselves  m ore visible, vocal ,  take 
m ore local control .  Some of them seem honest, a few . 
irresponsible .  They seem to be m odeling themselves on 
the French Canadian example to some extent . They ' ve 
talked to officials in the Mexican government - or 
rather, to people on the fringes fo the Mexican govern
ment. 

Q :  Wha t  a bout the outlook for Congressional deba te and 
passage of the illegal aliens program ?  People in Sen. 
Bentsen 's oifice seem to be a little ' concerned with 
weakness of support in the Sena te. 
A .' Well people have been surprised by the reaction of 
the Hispanics .  E specially Sen. Kennedy. When he went to 
Los Angeles recently he ran into a big Chicano demon
stration. But I think there are enough people who want to 
do something so that there will be  hearings . We ' l l  look at 
whatever they come up with. Something may not come 
out for a long t ime.  But it's necessary that there be a full 
air ing of different views . 

Q .' Is Mexico moving on m ore la bor-intensive progra ms 
as a dvoca ted in the Carter proposal lsst summer? 

. 

A .' The Mexicans don't  seem to have much interest . 
Mondale brought this uP. Lucey has brought it up a 
couple of times . Mexico is not ready to submit to con
ditions from international lenders . The World Bank has 
indicated it is will ing to com m it several hundred mill ion 
dollars more to such program s  in Mexico, if Mexico did 
c ertain things . Mexico is not going along. 

Q: In the winter issue of Foreign Policy, George 
Grayson details a plan for tightening the illegals situation 
to force Mexico to funda m en ta lly shift gears on its 
development focus - a wa y  from capital-intensive 
de velopment program s  around industrialization and into 
labor-intensive ones. 
A :  Exactly. We feel exactly like Grayson. That 's  why we 
felt  strongly that the Vice President had to take a strong 
stand in Mexico, make the point c learly to Mexico. 
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LA BOR 

Kennedy/s 5. 1 Wi l l  Bust U n i o ns 

Senator Ted Kennedy' s Federal Criminal Code Reform 
Act, S. 1 437 (S . I ) . is  an attack on labor which. if passed. 
wil l  eradicate the gains of the last 40 years and take the 
American trade-union movement back to its pre-1930s 
organizing status.  Thus the irony of the organized labor 
movement's  efforts to ensure congressional passage of 
the Labor Law Reform Act, which wil l  broaden the area 
in which they can organize while labor s imultaneously 
supports S . I-which will be the trade unions ' own death 
warrant. 

According to the office of Andrew BiemiIler. chief 
AF L-CIO lobbyist, the AF L-CIO supports the new S .1 bill 
and passed Resolution 247 to that effect on the recom
mendation of the Executive Council  at the AFL-CIO's  
national convention in early December. 

Kennedy's  bill ,  which passed the S enate Jan. 31  by an 
85-1 5 vote and now awaits approval in the House, will  
make labor disputes subj ect to federal conspiracy and 
extortion laws , and give individual federal officials the 
power to arbitrarily disrupt strikes under the guise of 
maintaining " public safety . "  

Federal laws on extortion and blackmail  would pertain 
to any bona fide labor dispute. effectively reinstating the 
Hobbes Act which the S upreme Court found un- · 
constitutional when the Landrum-Griffiths Act was 
passed in the 1 930s . Virtually any strike can be 
prosecuted under the federal extortion law, according to 
the Kennedy bi l l .  

Federal codes pertaining to conspiracy would pertain 
to a bona fide labor dispute . It was precisely this body of 
conspiracy law which was used to prosecute attempts to 
organize in the 1 930s . 

It would be a federal crime to violate any order given 
by a federal officer in a situation where "public safety" 
was involved. according to a provision of the House 

version of the Kennedy bi ll . For example, if one federal 
marshal said that a picket line was endangering the 
public safety, failure to disband it would be a crime, and 
the need to obtain injunctions against picket lines from a 
j udge would be eliminated. 

AFL-CIO : 
We Trusted Ken nedy To F ix S. l 

The following are excerpts from an interview wit#J a 
spokesman for the AFL-CIO's legisla tive office following 
the Senate passage of S. 1437 the Federal criminal code 
reform legisla tion. 

There can't be anything really anti-labor about S .1437 . 
We supported the bil l .  We passed a resolution (No. 247) at 
our national convention two months ago saying that we 
supported it and we trusted Sen. Ted Kennedy (D-Mass) 

I and his coalition to make the necessary changes to 
prevent it from being used as a weapon against labor. It 
was our understanding that the sections on extortion and 
blackmail,  solicitation to conspiracy,  and the like were 
going to be struck or ammended so as to make them not . 
applicable to a bonafide labor dispute . . . .  I can't believe 
that they would be in the S enate version . . .  Kennedy 
would never do something like that - at least not without 
telling us anything. I can' t  believe our Senate people 
would vote for it and passed it with al l  those votes so they 
m ust have . But I haven' t  seen the legislation. If the bill is 
bad for labor, we' l l  have to change it in the House . The 
A F L-CIO is pro-labor, you know . It is too bad that I am so 
uninformed about the bil l ,  since I have to tell our people 
how to vote . . . .  

La bor Dep' t  ·Cha rges Tea m ster ' Pension Fra ud '  

On Feb. 1 the Department of Labor filed suit in an 
effort to force Frank Fitzsimmons,  president of the In
ternational Brotherhood of Teamsters , and 18 others to 
repay purported losses resulting from alleged bad loans 
made by the Teamster's Central States Pension Fund . 
The court has been asked to hold the defendants per
sonally lia ble for losses that could reach hundreds of 
mill ions of dollars . Also named in the suit are I BT In
ternational Vice Presidents Roy Williams,  Joseph 
Morgan. Robert Holmes, and Jackie Presser - the guts 
of the Teamsters leadership . 

The suit was filed under the provisions of the Employee 
Retirement Income Security Act ( E R I S A ) , which went 

into effect in January 1 975 .  Nicknamed the Pension 
Reform Act, ERISA was written by the Twentieth 
C entury Fund and pushed through Congress in 1 974 by 
Senator Jacob Javits (R-NY ) . The act 's  sections are 
vague,  but they make trustees personally liable for loans 
which might not be j udged " prudent investments" -
without ever specifically defining what "prudent" might 
m ean.  The constitutionality of those sections has not 
been challenged to date . Media in the Chicago area, 
where the federal suit was filed, have emphasized that 
the Teamster suit wil l  be a major test of ERISA . 

In addition to the Department of Labor action, the 
Justice Department is reportedly pursuing its own 
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" independent criminal investigation . "  
The announcement o f  the suit,  which immediately 

became front page news across the country, fits into a 
broader campaign to destabilize the pro-growth 
Teamsters union prior to its efforts to negotiate a new 
contract later this year. Sources close to the Institute for 
Policy Studies-controlled " insurgent unionists" groups ,  
the Professional Drivers Organization ( PROD) and the 
Teamsters for a Democratic Union (TDU) , report that 
these groups are launching efforts to sow internal chaos 
in the union over issues such as local by-laws.  In ad
dition, PROD and TDU provocateurs have been in
structed to initiate wildcat activity against the union 
leadership wherever possible,  to prevent the conclusion 
of a reasonable contract agreement without a destruc
tive strike. 

labor Oep' t  G l oats Over 
Tea mste r  Pen s i o n  Su i t  

A spokesman for the Departm ent of Labor had the 
following "off the record" comm en ts mom ents after the 
Departm ent of La bor filed suit in Federal Court against 
leaders of the Interna tional Brotherhood of Teamsters, 
charging them with mismanagem en t of the $1 . 4  billion 
Central Sta tes Penson Fund. 

I guess we have them by the balls now . . . .  We spent a lot 

of time on this case, dotting our i ' s  and crossing our t 's ,  
so that we will  have the maximum impact. We are not 
specifying any dollar amounts but the ballpark figure is 
several hundred million dollars and we are asking that 
these trustees be held personally l iable for any loan 
losses ; the court will  specify some method of in
demnification . . . .  its safe to say that if we win, these guys 
wil l  have their assets tied up in knots - and they' l l  stay 
that way for the life of these " imprudent loans" to make 
sure that we don't  miss any defaults . . .  there is likely 
going to be a clean sweep of the Teamster leadership . . .  
once w e  go into discovery o n  the suit, I ' m  sure that we 
wil l  be able to tie down a lot of loose ends that have been 
holding up criminal indictments .  Anything we get, we 
turn over to the Justice Department. 

As the case proceeds,  I guarantee that there will  be a 
lot of publicity and press coverage . . .  after all ,  we are 
dealing with the "big bad Team sters . . . .  . .  

Asked whether the Department of La bor in fact ga ve 
the Teamster leadership reason to believe tha t  some kind 
of quid pro quo was opera tive - tha t Teamster President 
Frank Fitzsimmons and other trustees of the Fund would 
resign their trustee positions in exchange for the 
Departm ent dropping plans to sue - the spokesman 
replied: 

Why, we could never make a deal like that . Besides , 
the Teamsters were fools for believing that we wouldn't 
go to court . . . .  
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EUROPE 

How The PC I Ma n e uvered A Cris i s  I n  I ta ly 

On Jan. 31 , acting Italian Prime Minister Giulio Andre
otti announced the sudden cancellation of the week 's  
scheduled negotiations between himself and Italy's 
major political parties, negotiations which were to study 
Andreotti 's  newly formulated econom ic program as the 
basis for creating a new government.  

ITA LY 

Andreotti ' s  announcement, made in a succinct state
ment to the press ,  represented an admission that with the 
Communist Party's  (PCl)  refusal  to drop its position of 
demanding government participation as the only ques
tion worth negotiating, all discussion of program was 
thereby rendered meaningless .  Therefore, all meetings 
with the PCI and the smaller Socialist and Republican 
Parties were halted until the Feb .  3 meeting of the ruling 
Christian Democratic Party ( D C )  directorate , where 
Andreotti appealed to his party to reverse its opposition 
to the Com munists as government partners . Acceptance 
of Andreotti 's  appeal would have broken the current 
deadlock and created the possibi l ity for discussion of eco
nomic program and the formation of a new cabinet . 

As predicted, however, Andreotti did not receive the 
support of his party on Feb.  3. The DC directorate split 
down the middle, with the centrist Dorothean wing fin
ding i tself on the same side of the fence as its erstwhile 
factional enemies on the " right" under Senator Massimo 
De Carol is ,  in opposing Andreotti ' s  plea for a quick solu
tion to the PCI question. 

As a result of the failure of the Christian Democracy to 
give Andreotti a mandate for negotiation with the Com
munists , a number of options have now opened - all of 
which feed the controlled environment generated by the 
PCl 's  sudden and insistent demands for government 
participation . Included are the fol lowing , most publi
cized scenarios : 

(1) A government of so-called apolitical technocrats to 
rule the country until the scheduled general election of 
1979 .  Such a government would most likely be led by a 
politician more pliable than Andreotti to the slave-labor, 
economic austerity demands of the International 
Monetary Fund . Among the probably candidates are 
Amintore Fanfani of the Christian Democracy and long
time British agent Ugo La Malfa of the tiny Republican 
Party. 

(2) Continued chaos,  while the D C  convenes its 
National Council and an extraordinary congress to settle 
the PCI issue . This would take weeks , thoroughly 
destabilizing the country, and would offer no solution . At 
the end of the congress,  the first option could still be 
adopted, or . . .  

(3) Early elections could be held.  Elections would elim
inate the smaller parties , leaving the PCI and DC still 
locked in confrontation. Depending on the election 
results , one party would form a government over the 
protests of the other.  E ither way, this is a civil war 
scenario with potential overtones of a coup such as oc
curred in Allende' s  Chile in 1973 .  

Why the PCI Shifted 

The immediate responsibility for the current Italian 
impasse must be placed on the Communist Party. It was 
the PCI which in early January made a sudden about
turn and, in the words of u . S .  journalist Claire Sterljng, 
" changed overnight from Andreotti ' s  friend and ally to 
his executioner. " The background for this sudden shift, 
however, is generally covered up by journalists like Ms . 
Sterling who use the PCl 's  government maneuver to 
" prove" the Kissinger thesis that the European Com
munist parties are antidemocratic tools of the Soviet 
Union' s  foreign policy. The blame for the PCl 's  irres
ponsible behavior can not be placed on Moscow ; instead, 
it must also be understood that it was the predictable 
result of a carefully prepared " inside-outside" operation 
carried out by readily identifiable British agents - some 
of whom go back at least two generations in a family
honored tradition of serving the British Crown and City 
of London financiers . 

The accepted explanation for the PCl ' s  decision to 
become "Andreott i 's  executioner "  claims the party was 
demonstrably losing the support of its working-class 
base. Thus , Italian and American j ournalists cite the fact 
that the head of the CGIL trade union confederation, 
Communist Luciano Lama, was unable to prevent a call 
for a nationwide general strike demanded by the other, 
non-Communist forces in the trade-union movement as 
indicative of its loss of working class control .  The loss of 
its base was said to stem from the PCl 's  programmatic 
agreement with Andreotti which began 17 months ago. 

While it is true that Lama was unable to prevent the 
general strike call  and similar demands for "radical" 
actions , this is not however an index of Com munist popu
larity so much as it represents the sophisticated aversive 
environment successfully engineered by British agents
of-influence in the PCI leadership itself. 

The operation consisted of three main components : 
(1) At the trade union level ,  the Socialist Party leader

ship (typified by Girogia Benvenuto, identified as a 
British puppet by the U . S .  Labor Party since early 1974) 
was mobilized for a campaign portraying the Com
mlinists as " boot l ickers " of the D C .  The radical rhetoric 
of these Socialist trade unionists was echoed by the 
" extreme left" - which the PCI  had correctly identified 
as fascist - autonomi movem ent which began to pene
trate the factories and the smaller U I L  national trade 
union confederation at the invitation of its national 
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secretary. Giorgio Benvenuto. The context for the entire 
operation was provided through daily waves of terrorist 
violence which generated a c l imate of chaos and des
peration . 

(2) At the same time the wing of the PCI leadership 
directed by second-generation British G iorgio Amendola 
and Giorgio Napolitano began mobilize the party for a 
break with Andreotti on the basis that the DC be given an 
ultimatum to imm edia tely accept the PCI in the govern
ment. Napolitano and others fed the gr:owing fear of the 
honest Communist leadership that they were losing mass 
support by pointing to the operations Benvenuto carried 
out at the trade union level .  

(3) Even more revealing was old Action Party leader 
Giorgio La Malfa ' s  sudden shift from adamant oppo
sition to the PCI .  to a vociferous public support for the 
PCl ' s  democratic mission (after a " conversion" which 
took place during a trip to China) . With the PCl 's  former 
rabid opponent now demanding that the Communists be 
allowed to participate in the government. the DC's  resis
tance appeared to be a s lap in the face to the party to 
which . after all. the DC owed its continued capacity to 
rule .  Thus. the DC seemed to be keeping the PCI in a 
"brutta figura" posture . 

When Henry Kissinger directly intervened into the 
growing turmoil together with U . S .  Ambassador R ichard 
Gardner. mobilizing the Carter Administration to forbid 
PCI participation in Italy' s national government. the 
sophisticated manipulation of the PCI leadership was 
complete. The Napolitano-Amendola faction effectively 
took the driver' s seat. 

This became explicit during the keynote speech given 
by general-secretary Enrico Berlinguer at the PCI 

Central Comm ittee plenum of Jan. 27 .  Adopting the 
Napolitano-Amendola position. Berlinguer took an ex
treme hardline stance on the issue of the government. 
even positing the possibility of a " left alternative" 
government without the DC. Even more devastating to 
his former agreement with Andreotti.  Berlinguer 
dropped his former support of capital-intensive indus
trial development to explain the need for PCI govern
m ent participation by pointing out that only the Com
munists could enforce the needed levels of "very harsh 
austerity" and labor-intensive programs which Italy 
required . 

At this point . it appears nearly certain that neither 
Andreotti nor any other DC reader opposed to economic 
austerity programs will  form the next italian govern
ment. It is equally probable that one of the scenarios 
outlined above will  play itself out . However. the situation 
could of course be reversed. if the formerly hegemonic 
leadership of the PCI were to retake control of the party 
and cease the insistence on a government role at the ex
pense of capital-intensive econom ic program .  In p�rt. 
this  depends on developments outside of Italy. A move to 
break the political hold of British networks inter
nationally would vastly improve the chances for a 
reversal of British control within the PCI .  If this does not 
occur. then Italy will  continue to move on its present 
course. a course which will  either lead to a political 
" Chilean-style" bloodbath or its economic equivalent as 
the country is plunged into Third World conditions by 
strict adherence to IMF -dictated levels of austerity and 
the destruction of its existing industrial capacity . 

- Vivian Freyre 
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w .  Germa ny - The Prese nt 
Batt l eg ro u nd For NATO Strategy 

This week' s  resignation by West G erman Defense Min
ister Georg Leber over a continuing series of 
w iretapping scandals involving mi l itary counter
intelligence (Militarische Abwehrdienst , MAD ) is the 
result of major factional warfare in West Germany over 
NATO's  future strategy.  

WEST G ER M A NY 

One faction. centered around certain West German 
Bundeswehr generals .  and l inked to Leber. wants to 
define NATO strategy as coherent with the m utual desire 
of both NATO and Warsaw Pact countries  to live in 
peace .  

Leber 's  opposition. headed b y  N A T O  Supreme Com
mander General Alexander Haig .  and  West German 
Christian Democratic defense spokesman Manfred 
Worner. are calling for wonder-weapons . such as the 
cruise missile and the neutron bom b .  and a heightening 
of the Cold War against the Warsaw Pact. These 
provocations are the very tactics that Britain.  the " sick 
man of Europe. "  wants NATO to adopt to isolate Western 
E urope from the East bloc . thereby insuring British 
hegemony on the continent . 

Both factions met in a head-on confrontation at the 

annual Wehrkunde defense conference held in Munich 
Jan.  29-30. 

Worner tried to control the direction of the meeting in 
his Jan. 29 keynote address.  demanding that Europe 
have the American cruise missi le  to offset the Soviet SS-
20 missile .  He also demanded the neutron bomb. and 
insisted that West German Chancellor Helmut Schm idt 
should be the first E uropean to cal l  for the neutron bomb 
publicly.  " Western E urope is the nuclear hostage of 
Moscow. "  was Worner' s  j ustification for a Cold War 
attitude toward the Soviet Union. 

G eneral Haig followed Worner, and to further the 
momentum for the arsenal buildup insisted that although 
the West still had an advantage over the Warsaw Pact. 
that advantage was small  and diminishing . 

But a group of West German generals attending the 
conference  t o l d  S iidde u ts ch e  Zeitung m i l i tary 
correspondent Christian Potyka that Haig and Worner'!t 
attitudes were not really indicative of strategic per
ceptions inside NATO . West German general Bennecker 
said that the kinds of weapons they were recom mending 
were Wunderwaffen - a reference to Josef Goebbels.  the 
Nazi Propaganda Minister. who claimed in 1 945 that the 
victorious Allies could be stopped by secret German 
wonder-weapons .  Bennecker also criticized the cruise 
missi le and neutron bomb as  being offens ive.  not 
defensive weapons . and in addition. weapons that the 
S oviet Union could easily duplicat e .  

Te l l e r  Calls For U .S .  H ig h  Tec h n o l ogy Push 
Reprinted belo w is part of an a ddress by the re
no wned nuclear physicist Edward Teller. which 
appeared in the Jan. 22 issue of Welt am Sonntag : 

The question is often asked : can we stil l  catch up 
with the Russians in the arms race? What we 
usually call the "arms race "  is in fact no race at a l l .  
Such a race occurred at  the beginning of  this cen
tury between England and Germany.  The E nglish 
had so many battleships .  and the Kaiser had so 
many. The battleships slightly differed from each 
other. of course. but a battleship was always a 
battleship . 

In the present. rapidly changing technological 
scene. however. an aircraft carrier is  not j ust like 
another aircraft carrier. an atom bomb is  not l ike 
another atom bomb. an airplane not l ike another 
airplane.  and espec ially a laser beam is not like 
another laser beam . What real ly counts is tech
nological innovations .  and not more numbers . 
These technological innovations are not only kept 
secret. they are worse than secret.  since the ef
fects of these new weapons a re v i rtually unknown 
even to their possessors . The effect of a technologi-

cal  innovation can only be measured after it has 
been used in actual hattie .  

The fact that the arms race is  a competition for 
technologies and not simply of  weapons. could be 
grounds for us to be optim istic . American tech
nology is  certainly superior to Russian technology . 
This was so in the past. and it is definitely so today 
in the civi l ian sector.  Possibly it is also true in the 
secret military field . Whatever we are lacking in 
quantity . we are presumably making this up 
through superior quality . It should nevertheless be 
cause for concern that everything we can count 
favors the Russians . We hold the advantage only in 
the incalculables . 

Luckily there is one important field in which we 
are much better than the Russians : electronics . 
Why is this so? Because our consumer society oper
ates everywhere with electronics - with televisions 
and ingenious watches . which are not only insur
passably exact. but are produced on an assembly 
line.  The R ussians will  not be able to learn the 
complicated tricks of electronics .  and cannot learn 
them .  even if we invited them over and gave them 
instructions .  
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Bennecker' s  analysis ,  that Haig ' s strategy would fail 
to impress the Soviet Union. was not mentioned at the 
second day of the conference, but the topic changed from 
ridiculous wonder-weapons to the second Strategic Arms 
Limitation Treaty (SALT I I ) . U . S .  Senator John Tower 
(R-Tex) led the attack on the present version of the 
agreement, p laying to Christian Democrats in the 
audience by reminding them that it would only take 34 
negative votes in the U . S .  S enate to block passage of 
SALT II. Several U . S .  Congressmen in the audience 
made no objections to Tower' s  statement. The West 
German daily Die Welt reported that all the second-day 
speakers attacked SALT II on the al legation that it would 
expose Western Europe to attack by Soviet medium 
range rockets by prohibiting E uropean use of these 
missiles for three years.  

No one mentioned, however. that it is only Britain that 
really wants SALT II to collapse so that cruise m issiles in 
E urope, developed with American funds.  would extend 
the range of Britain ' s  own independent nuclear arsenal .  

But continental E uropean countries l ike West Germany, 
exemplified by Leber' s  downplay of that missile, con
sider the cruise missile as yet another target on their 
territory that they could well do without. 

Ironically, on the day of the conference attacks on the 
projected SALT I I  agreement with the Soviet Union, 
West German State Minister Hans-Jiirgen Wischnewski . 
a high official in Helmut Schmidt's Chancellory. met 
with leading East German officials in Berlin for a session 
that had been long delayed by the publication of the 
fraudulent East German dissidents' manifesto in the 
weekly Der Spiegel magazine . An official West German 
spokesman described the meeting as " clearing a couple 
of hurdles out of the way" for future discussions . The 
official East German daily also s upported the meeting. 
stating that "the normalization of relations between the 
two countries will proceed on the basis that the (West 
German) Federal government continues to be guided by 
the treaties that have been signed . "  

-James Cleary 

Tory Gov/ t  I n  The Wi ngs 

Prepa res Fasc ist Po l i c i es For Br i ta i n  

Preparations are now underway in London to dump the 
vacillating. " middle-of-the-road" government of Prime 
Minister James Callaghan and install a Tory regime. 
more attuned to notions of British " supremacy" and duly 
capable of carrying out British Round Table policies for 
Cold War and domestic fasci s m .  Although Callaghan has 
managed to placate the London financial community by 
breaking the trade unions via three years of " voluntary" 
wage restraint. the Labour Party' s  cover of " economic 
growth" stands in the way of the outright looting 
schemes now demanded by monetarist forces . Nor could 
the Labour Party throw off its pro-detente posture to 
steer Europe toward a renewal of Cold War hosti lities .  

B R I TA I N 

For this reason. a fascist government in the wings is 
now being prepared. to be headed by Kissinger protege 
Margaret Thatcher. ably assisted in the foreign policy 
sphere by former Prime Minister E dward Heath. The 
much publicized rapprochment between the two sup
posed arch rivals - Heath and Thatcher - which took 
place last weekend following Heath's  talks with 
Kissinger in the U .S  . •  fueled speculation that the Tories 
were tightening ranks preparatory to a General E lection. 

Former Tory Cabinet member Enoch Powell -
Britian's  most notorious fascist ideologue - is also being 
encouraged to return to the Conservative fold in time for 
the election campaign. 

Although Callaghan is  not mandated to call  an election 
until October of 1 979,  the shakiness of Labour' s  electoral 

pact with the tiny Liberal Party and the environment of 
racial hysteria which has been generated recently to 
boost Thatcher 's  popularity. makes an early election 
" inevitable" according to most political commentators . 
Should Callaghan be forced out of office prematurely. the 
Tories would i m mediately begin to carry out the 
directives of their City of London controllers. from a 
fascist solution to the economic crisis .  to an assertion of 
British right to dominate the policies of the European 
Economic Community and NATO. The outlines of Tory 
policy have been already spelled out in numerous 
speeches. articles and documents . c ited below : 

Fore i g n  Po l i c y  

In  foreign policy, the Tories have one key goal : to 
foster an atmosphere of Cold War between Western 
E urope and the Soviet Union. which would not only un
dermine East-West negotiations on arms reductions, but 
would throw a spanner into the delicate Middle East 
peace talks . Heath has alreadY proposed the setting up of 
a E uropean ( i . e  . •  British-dominated) military force to 
patrol the Mideast during the key transitional period. 
This would not only effectively el iminate both the U.S .  
and the Soviet Union from the p icture. but would most 
likely fuel new hostilities . In an editorial page feature 
published in the Sunday Times of London on Jan. 1 3 .  
Heath warned that i f  current peace initiatives failed. the 
Arab countries would turn instead to the Soviet Union for 
supplies, and issued the directive that Soviet incursions . 
whether in the Middle East or Africa. must be stopped at 
al l  costs .  

The Tories have already demanded EEC intervention 
to prevent the participation of the Italian Communist 
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Party in Italy's political affairs .  Round Table member 
and Conservative spokesman on foreign affairs Douglas 
Hurd argued last week that the EEC heads of govern
ment must take steps to plug up the " gap" concerning 
political freedoms in the E E C ' s  founding principles - a 
scarcely veiled warning that Italy should be expelled 
from the European Economic Community if it com
promised those principles by allowing Communists into 
the government . 

Defe n s e  P o l i c y  

Always the proponent o f  a " strong defense posture, " 
Thatcher with the aid of her top defense experts has been 
actively living up to her nicknam e  of the " Iron Lady" in 
demands for renewed defense expenditure and major 
overhaul of Britian's  NATO com m itments .  At the same 
ti me, in conj unction with key agents of influence in 
Europe, she and her defense experts have been fostering 
the strategy of a united European defense posture as a 
guard against any "sell-out" of E urope by a U . S . -Soviet 
agreement on SALT. 

Julian Critchley, a top defense strategist in  the Tory 
party, recently told the G erman paper Keiler 
Na chrichten that NATO ' s  current policy of flexible 
response must be replaced with a new "retaliation 
policy" based on Israel ' s  preemptive methods.  He futher 
demanded that NATO in Brussels  must have its finger on 
the nuclear botton. independent of U . S .  control .  

Eco n o m i c  P o l i c y  

In major speeches o f  Tory party representatives and 
their allies in the Confederation of British Industry and 
various City of London establishments, little attempt has 
been made to disguise the fact that the fundamental aim 
of a Tory government 's  economic policy would be to 
maintain Britain ' s  financial strength internationally 
while systematically paring down the remnants of its 
domestic productive industries . 

Crucial to this debate is the question of the use of the 
substantial funds from North Sea oi l supplies.  estimated 
to add several bil l ions of dollars to government coffers 
each year for the next 1 0- 15  years . A lthough the debate i s  
s t i l l  continuing. the Tory party and friends are strongly 
countering the pressure being put on the Callaghan 
government by the trade unions and constituency base of 
the Labour Party to use the funds for investment in in
dustry and new energy sources ,  specifically nuclear 
power . The stated position of the Tories i s  to use the 
revenues for tax cuts to industry to i mprove their cash 
flows (essentially insure continued rollover and payment 

of high industrial debt) and a policy of paying off central 
government debt from the currently bloated balance of 
payment surplus . 

Concurrently, they are call ing for the lifting of all  
exchange controls on outflows of capital from Britian to 
promote the build-up of British assets abroad -
essentially a repitition of the imperial policy of buying up 
foreign assets on the cheap.  Publications like the 
Financial Tim es and Economist have become the most 
vocal champions of this policy, urging British investors 
to cash in on "bargain basement" prices on U . S .  stocks in 
particular as long as Wall Street and the dollar remain 
weak. 

Domestically.  Tory Party spokesman on economic 
affairs G eoffrey Howe has launched a brutal attack on 
the power of the trade unions in  Britian. making it very 
clear that under a Tory governm ent. the unions could not 
"hold the country to ransom . "  Citing the continuing level 
of high employment. Howe (the architect of the Heath 
government' s  labor relations strategy which ultimately 
led to its fal l  during the 1 974 miner 's  strike) has 
suggested that a return to free collective bargaining 
following the Labour government's years of " social 
contract" with the unions could force a new perception of 
reality among union members faced with the choice of 
lower wage increases or immediate firings .  

I m m i g rat i o n  P o l i c y  

The Tories have indicated that they intend to place the 
blame for Britian's  high unemployment rate squarely on 
Britian 's  large Asian and Indian i m migrant population. 
This was made clear by Thatcher herself in a TV in
terview last weekend in which she called for a "clear 
end" to " coloured" immigration in order to preserve 
" fundamental British characteristics . "  People were 
afraid that Britian might be " rather swamped by people 
with a different culture. "  Thatcher explained. "The 
British character has done so m uch for democracy , law 
and has done so much throughout the world . . .  We are a 
British nation with British characteristics .  Every 
country can take some small  m inorities and in many 
ways they add to the richness and variety of this country . 
But the moment the minority threatens to become a big 
one. people get frightened, "  she hastened to add. 

Thatcher' s  views on race echo those of the avowedly 
fascist extremist group. the National Front. which has 
been gaining adherents recently and is directly 
responsible for most of the major outbreaks of racial 
tension which have erupted in  Britian. Enoch Powell is 
known to be close to the political ideas of this group 
which also advocates the use of paramilitary tactics 
agai nst " lefti st radicals . "  

-Marla Minnicino. 
Pamela Goldman 
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MIDDLE EAST 

Br i ts,  Dayan Underm ine 

Sadat Peace Offens i ve 

With the arrival of President Anwar Sadat in the U . S .  
t o  extract from the Carter Administration support for 
E gypt's  nearly collapsed peace initiative, British in
telligence operatives in Israel and the U . S .  have laun
ched an effort to ensure that nothing comes of Sadat 's  
visit . . .  except a heightening of tensions internationally. 

Sadat's  trip, which will  also take him to six European 
countries including Romania and the Vatican, is part of 
an aggressive Egyptian campaign to secure crucial 
outside support for his peace drive and to bring pressure 
upon Israel to make concess ions on the crucial 
Palestinian issue, key to a peace settlement . 

To counter the Sadat trip,  Israeli  Foreign Minister 
Moshe Dayan, Britain 's  Number One saboteur of the 
Sadat-Begin peace dialogue , wi l l  arrive in the U . S .  (the 
same day that Sadat leaves here for E urope) for a one
week coast-to-coast "emergency" speaking tour to build 
a national climate against any breakthrough that Sadat 
might achieve in his talks with President Carter. At the 
same time, several of Dayan' s  colleagues will go to 
E urope "in an attempt to offset the Sadat trip" there, 
according to the Baltimore Sun . 

u. s. Paralysis 

While in the U . S .  Sadat wil l  lay out to Carter the risks 
of allowing the Mideast s ituation to stagnate any longer. 
However, there is l ittle indication that the U . S .  will  stop 
playing games with linguistics and terminology, which 
avoids dealing with the subtance of a comprehensive 
settlement. 

Boxed in and manipulated by Vice President Mondale,  
security adviser Brzezinski, the British-controlled Israel 
Lobby, and other Kissinger al l ies ,  Carter has little in
tention to accomodate Sadat ' s  demands, according to 
several Mideast analysts , and instead will  urge 
" moderation" on Sadat and try to get him to opt for a 
dangerous separate treaty with Israel rather than an 
overall  settlement. 

Exacerbating the deadlock,  Alfred Atherton, Un
dersecretary of State for Middle East Affairs , shuttled 
his way through the Middle East last week, peddling a 
m ushy proposal for an agreement on principles for 
futher negotiations that he had worked out with Dayan. 
Predictably, Egypt spurned the proposal because of its 
failure to deal with the substanc e  of the Middle East 
dilemma - the Palestinian problem . On cue, Atherton 
let it be known through his spokesman that there would 
be no "dramatic breakthrough" in the &;1dat-Carter talks 
in Washington, while the New York Tim es reported that 
Carter would try to persuade S adat that the "peace 

negotiations . . .  would be prolonged" for many months . 
One prominent E gypt watcher said that Carter will  tell 
Sadat that the talks will take six to eight months to reach 
a conclusion ! 

The Egyptians are increasingly apprehensive about 
such vagueness on the part of the U . S .  The Egyptian 
daily Al Akhbar warned against "a negative American 
diplomacy" that could lead to a new Cold War, while 
S adat, in a series of interviews is making it c lear the he 
wil l  insist on a U . S .  statement on the Palestinian problem 
and expects a major breakthrough ( contrary to Ather
ton' s  predictions) , or else " everything will  collapse ."  

Capsulizing Egyptian suspicions ,  the Feb. 1 London 
Tim es quotes an Egyptian Foreign Ministry official : 

The American formula (agreement on prin
ciples) is not bad, but it all depends on the ex
planation and interpretation that goes with it. We 
do not want something that can later be interpreted 
as something else. It has to be clear from the first. 
Palestinian self-determination m eans for us that 
real self-determation has to be accepted in that 
spirit by all parties . We are getting to the stage now 
where we cannot afford vaguenes s .  

A West German government spokesman asserted that 
Atherton' s  Kissinger-style diplomacy and ambiguous 
proposals had " weakened the Carter Administration' s  
position" b y  seeking t o  force Sadat t o  accept a settlement 
on Dayan's  terms .  He added that the U . S .  had "aban
doned the Aswan formula, and Egypt knows it . "  The 
Aswan formulation was put forth last month by Carter 
while in Egypt backing the rights of Palestinians "to 
participate in the determination of their own future . "  
Egyptian officials have indicated that this formulation, 
albeit inadequate, is the " bottom line" for them as they 
wil l  accept nothing less . 

Europe Backs Off 

With Dayan' s  cronies moving to undercut the Arabs' 
" European option" - an option that Sadat had hoped to 
brandish before Carter to force him to accomodate Arab 
peace initiatives - Europe is gradually backing off from 
its earlier commitments to support the Sadat effort via 
regional development proposals and calls to reconvene 
G eneva peace talks as the forum for an overall  set
tlement . 

Last week, the European Economic Community an
nounced that it had decided not to put forth any Mideast 
policy. Reflecting the tremendous pressure that Bonn (a 

E X EC U TIVE I NTELLIG E N C E  REVIEW M I DD L E  EAST 1 

I 



strong supporter of a comprehensive.  development
based Mideast peace) has fallen under as a result of the 
scandal surrounding the illegal sale of arms to S yria and 
the new affair concerning mercury-poisoned Israeli 
oranges - both British-backed plots to stymie Euro
Arab political and economic cooperation - the West 
German Foreign Ministry has stated that the EEC will  
leave the Egyptians and Israelis to themselves . "The 
West Germans will  take a lower profile in the area , "  
concurred several Mideast observers . 

Blamed on the synthetic " Arab R evolutionary Army 
Palestinian Commando, " the " oranges affair" in par
ticular has aggravated the deterioration of the Mideast 
s ituation, triggering paranoid tirades from Begin and 
exacerbating Israel ' s  intransigence .  In addition. Sadat' s  

championing o f  Palestinian rights has also been un· 
dermined. despite the P LO ' s  assertion that no 
Palestinians were responsible for the bizarre event . 

The same day that news of the poisoned fruit was 
leaked. the British press loudly headlined the heightened 
danger of war in the Middle East.  with the Guardian 
blaring, " Cairo Ready to Return to War ."  Other press . 
played up pessimistic statements by Egyptian Vice 
President Mubarak in Kuwait, in an effort to "break the 
il lusion of peace . "  "We know we are dealing with' a very 
dilficult and tiresome enemy , "  said Mubarak, according 
to the London Tim es on Feb. 1 .  " S hould we fai l  to achieve 
peace, we would have to resort to other means , possibly 
to war . "  Mubarak pledged to " follow the path of peace to 
the end. as long as it is clear . "  

- Nancy Parsons 

An U n l i ke l y  Al l ia nce I n  Ara b Wor ld  

An unlikely all iance in the Arab world.  led by Saudi 
Arabia and Iraq,  is working to restore the political unity 
of the Arab world and to prepare for a possible Arab 
realignment away from the United States and toward 
Western Europe . 

In an angry commentary . the Algerian Press Service 
last week sharply criticized Iraq .  nom inally a member of 
the bloc of Arab hardliners ,  for providing covert support 
of the regime of Egypt' s  President Anwar Sadat. Iraq. 
the Algerians charged, was "trying to rehabil itate Sadat 
in the Arab world" and was coordinating this action with 
Saudi Arabia.  What provoked the unusual Algerian 
report was a decision by the Iraqi leadership not to send 
a delegation to the meeting of the hard l ine Arab 
"Steadfastness Front" that met in Algeria on Feb. 2. The 
Iraqi decision, which was taken ostensibly because of 
deep differences between the Iraqi and S yrian parties ,  
h a d  the practical effect o f  strengthening the Egyptian 
pos ition by weakening the overall impact of the anti
Sadat bloc in the Arab world that includes Libya. S yria. 
and Algeria . 

According to Radio Jerusale m ,  Iraq last week took an 
initiative to reopen the E gyptian embassy in Baghdad 
which was c losed following last November 's  meeting of 
the hardliners - and there were reports that Vice
President Mubarak of E gypt m i ght visit Iraq soon . In 
addition. the Iraqi press agency announced that it had 
proposed to Saudi Arabia the convening of an Arab 
sum mit conference in Baghdad . 

But the indications of a S audi-Iraqi tactical alliance do 
not extend merely to the i m m ediate political situation . 
On a broader level ,  the Iraqis and Saudis have given 
signs of close cooperation on the financial and oil fronts 
as well . Last week Iraq and Saudi Arabia ,  along with 
Kuwait. Iran and Venezuela m et at OPEC headquarters 
to discuss the prospects for the decl ining dollar, and 
resolved to demand - along with key industrial forces of 
Western Europe - that the United States take strong 
action to defend the dollar' s value . Iraq . which maintains 
close ties to the Soviet Union as well as the Gaullist 
tendency in Europe, and the Saudis , who remain vir
tually a province of the United S tates and the Aramco· 

faction. thus represent together a kernel of the necessary 
international alignment that must come together to 
rebuild the world monetary syste m .  

A n  important indication that the American industrial 
forces and the Rockefellers may be seeking to use Saudi 
leverage to gain an upper hand in Washington is that the 
Saudis are beginning to develop c loser relations with 
pro-gold industria lists in France ,  Switzerland. and 
elsewhere. An important Saudi businessman. for in
stance .  has just concluded a major business deal with the 
big French aerospace firm Dassault.  whose interests are 
widely represented in military and political intelligence 
networks throughout the Arab world. In addition . the 
Saudi interests are seeking to provide capital to con
solidate the several regional French airline companies 
into a single unit. Such French-Saudi links are only one 
example of what is developing into a close partnership, 
mediated in part by the U . S .  - Rockefeller and Texas 
- but the Dassault linkage wil l  help forge a working 
relationship between the Saudis and French circles 
throughout the Arab world .  

Where this wi l l  be tested is in North Africa. R ecently,  
President Houari Boumedienne of Algeria made an 
important trip to Saudi Arabia,  Iraq,  and the USSR 
where.  among the issues discussed.  the bothersome issue 
of the Polisario " li beration front" in the former Spanish 
Sahara was discussed. The Saudis ,  Iraq, and the USSR 
all  oppose the Polisario.  which is  a fraudulent guerrilla 
group backed by Algeria - and. p resumably, they each 
told the Algerians to rid them selves of the Polisario. 
Because France supports its all ies,  Morocco and 
Mauritania, in their opposition to Polisario ' s  claim to 
their territory,  the Polisario issue has severely damaged 
Franco-Arab relations in that F rance is seen as in
tervening into an Arab dispute . Thus . the crucial 
question is whether the Saudis and Iraq can effectively 
resolve the Western Sahara issue in order to improve 
F rench-Arab ties .  Such an action will  provide a firmer 
basis for rapprochement between the Arabs and the 
Western Europeans . and will  therefore strengthen the 
negotiating position of Egypt 's  Anwar Sadat. 

- Bob Dreyfus 
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' I srae l  Lobby' Senators 

Sabotage U .S. -Sa ud i  Re lat ions 
In a nefarious attempt to thoroughly destroy 

longstanding diplomatic and trade relations between the 
U . S .  and Saudi Arabia, Senators Jacob Javits (R-NY ) , 
Frank Church (D-Id) , and Clifford Case (D-NJ) - all  
spokesmen for the City of London-controlled " Israel 
Lobby" - have announced that they intend to squash 
sale of 60 F -15s to Saudi Arabia . 

The Carter Administration has put forward a package 
to sell sophisticated aircraft to E gypt, Israel , and Saudi 
Arabia - a policy which has the firm backing of the State 
Department (see Javits interview ) . Nevertheless, these 
gentlemen of the Senate Foreign R elations Committee 
say "no deal with the Saudis" ,  a grand design to make 
the U . S .  appear intransigently loyal to Israel and to force 
the Saudis to withdraw support from the U . S .  dollar in 
retaliation . 

Orchestrating this treasonous operation is soon-to-be
chairman of the Senate Foreign Relations Comm ittee, 
Frank Church, who last week delivered a flat "no" to the 
Carter Administration' s  proposal to equip the Saudis 
with the advanced aircraft . According to Church, the F-
15 would upset the balance of power in the Middle East, a 
contention which carries little weight if balanced against 
Israeli Foreign Minister Dayan' s  revelations that Israel 
has " more planes than Italy or G ermany and a little less 
than England . "  

I n  tandem with Church's  warnings was the an
nouncement from the Israel Public Affairs Committee 
(AIPAC) that " in the event of war,  Israel might have to 
launch immediate strikes against Saudi bases and air
craft" - if the deal goes through. Mimicking these 
bellicose statements from the " Israel Lobby" ,  was a 
proposal put forth by Defense Secretary Harold Brown in 
the Washington Post Jan. 27 .  Fixating on the notion of 
" quick strikes , "  Brown called for the creation of a 
special Marine divis ion in the event that a " half war" has 
to be fought by the U . S .  in the Persian Gulf against 
" Soviet infiltration. "  

These war-mongering statements are a direct attack 
on Saudi Arabia 's commitment to expanded oil 
production and to support a strong dollar. U . S .  Energy 
Czar James Schlesinger ( who is the architect of plans to 
"occupy Saudi oil fields in an unforeseen crisis" )  in an 
interview upon his return from Saudi Arabia last month, 
lied that the Saudis would not be willing to expand oil 
production beyond 12 million barrels a day and that U . S .  
congressmen should not rely o n  the Saudis t o  increase 
their oil production to 20 mil l ion barrels per day to ac
comodate the U . S ' s  increasing needs for oil consumption . 

Countering Schlesinger's  phoney assessment of U . S . 
Saudi relations is a statement released by Saudi Oil 
Minister Sheik Zaki Yamani to the Wall Street Journal on 
Jan 27 : "There is a special relation between the United 
States and Saudi Arabia whether some Zionist wants to 
aci�nit it or not. " Similar sentiment is emerging among 
some officials of the Carter Administration who agree, as 
the Jerusalem Post pointed out recently, that a " decision 
to support sophisticated aircraft sales to Saudi Arabia, 
Egypt, and Israel will  help the negotiations in the 

Mideast by strengthening the moderate forces in Israel 
and the Arab world. " 

Scenario Debates 

The following are excerpts from an op-ed by Rowland 
E vans and Robert Novak which appeared in the Feb. 2 
Washington Post entitled, "Carter's Dilemma on Sa udi 
Arm s  Sales ", expressing the vital interests which are a t  
stake in this arms controversy. The columnists par
ticularly stress the question of whether the U. S. has its 
o wn Mideast policy or one tied to Israel, i. e. , the City of 
London. 

. . .  President Carter' s  failure to win Saudi Arabia' s  
consent t o  delay the promised U . S .  sale o f  6 0  F - 1 5  aircraft 
confronts him with his clearest test posed by this 
question : Can the United States have its own Mideast 
policy, or only one tied to Israel? 

The answer to that question may wel l  decide the future 
of the vital U .  S . -Saudi connection. At issue is whether 
Saudi Arabia will  continue to underwrite U . S .  domestic 
oil  needs . . . .  Changes in Saudi oil production'and pricing , 
moreover, could wedge Western E urope and Japan away 

, from the United States , underm ining political unity of the 
industrialized democracies . 

As provided by Sen.  Frank Church (D-Idaho) , the 
answer to this crucial question is a clear "no . "  Indeed, 
Church's  letter to Secretary of S tate Cyrus Vance . . .  
protesting the sale . . .  was couched with generous over
statement in terms of how Israel views the sale, but not 
in terms of U . S .  interests . .  : 'Church wrote the letter like 
a senator from Israel , "  one of Church' s  colleagues told 
us . . . . .  Underlying these surface hazards (Saudi break 

. with the dollar and reduced oil  supply because of U .S .  
equivocation-ed . )  is the spectacle of the U . S .  superpower 
once again squirming in public over an arms sale in the 
Middle East clearly tailored to its own interests . This 
spectacle reflects an increasingly dim image of the 
United States not only to Saudi Arabia but around the 
whole world . 

The following editorial in the Jan.  28 Washington Post 
reflects a completely opposing point of view and one that 
is fundamen ta lly contradictory to U. S. sta bility. Ac
cording to the editorialist, who agrees with Frank 
Church, the United Sta tes should delay important arms 
deals in the Middle East. 

. . .  At this delicate moment in the Mideast, Sen. Frank 
Church suggests the U . S .  ought to "review" all 
prospective new arms transfers to make sure they don't 
complicate the region' s  quest for restraint . . . .  In
tellectually and morally, as Zbigniew Brzezinski told 
National Public Radio Friday (Jan.  27-ed . ) ,  it doesn't 
seem right to conduct arms transactions as though peace 
negotiations were not under way for the first time in 30 
years . . . .  But the impact of the sale ,  or so the Israel lobby 

. here is shouting, would be heavily mil itary : the F-15s are 
seen as posing to Israel a real threat in a crisis . . . .  
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Echoing this "Israeli fear "  is an excerpt from Ja m es 

R eston 's Jan. 27 New York Times op-ed entitled, "Ho w to 

Double Trouble. " Reston says tha t  the F-15 affair will 

ca use chaos and confusion within the government and 

the Carter Administration should drop it. To build his 

argum ent he fea tures prominently a m em orandum from 

the Am erican-Israel Public Affairs Com mittee (AIPA C) 
in Washington, D. C. which ; "  . . .  not only calls the U . S . 
Saudi deal a "threat to peace" but suggest!; that, if the 
deal goes through, Israel might have to take mil itary 
action against Saudi Arabia in any m ajor threat of war. "  

The following are phone interviews with aides from 

Sena tors Ja vits ' and Church 's Washington offices. 

Although Sena tor Ja vits appears critical of the a brupt 

manner in which Sen. Church delivered the ultima tum to 

Carter, he maintains a firm opposition to the sales. 

Sena tor Ja vits ' office : 

The Senator has decided to supplement the Church
Case letter against the Saudi arms deal with a separate 
letter j ointly written with S enators Baker and Pearson 
urging the Administration not to m ake the F -ISs  request 
now .  Javits is  concerned both with the sale itself and with 
avoiding the public hum iliation of the S audis . 

This will ,  we hope, encourage the Administration to 
move on the request at a fairly early stage, but not right 
now. If the Administration brings the request in by. say 
February I ,  this will be very counter-productive, 
because we at the Senate Foreign R elations Committee 
wi l l  feel we've given the Adm inistration every fair 
warning against doing so, and the fault will then appear 
solely on the Administration' s  ledger , not ours .  We' ll feel 

less reluctance to criticize the sale then. 

Sena tor Church 's office :  

The F - I S s  are very sophisticated aircrafts ; are 
they the right kind for Saudi defensive needs? Church is 
insisting that the time is not propitious,  when the Mideast 
talks are stalled, for the arms sale to be considered ; 
since this would destabilize the delicate balance that has 
been reached. The Administration wants a package arms 
sale, to Egypt, Israel and Saudi Arabia.  The impetus for 
this is coming from the State Department. They fear a 
general eroding of U . S . -Saudi relations , and they point 
out how helpful the Saudis have been in keeping oil prices 
down. But thi s  kind of thinking is naive. Prices are down 
because there is a glut of oil ,  not anything else, and that 
accounts for the Saudi position. 

The Saudis are, furthermore, not as terribly concerned 
about the dollar as some people claim . They like the yen 
a lot ; I ' ve read statements to this effect. 

Another consideration of Church's  is  that no one in the 
Ford Administration ever promised arms to the Saudis 
like the F-1 5 ,  whereas the Israel is  were promised these 
p lanes in the secret accords Kissinger worked out as part. 
of the 1 975 S inai Pact. 

In a sense, we are saving the S audis from themselves 
by fighting against the F - 15  sale.  If  they had the plane. an 
Israeli preemptive strike against Saudi airbases would 
occur in time of war. The F - 1 5  is too advanced for the 
Saudis to combat the real threat to them - Iraq, which is 
building up an astounding arsenal from the Soviets . We 
are completing a study on arms in the Persian Gulf 
which shows the threat of the Iraqi arsenal .  
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...... _ Advertisement _______________________________ ...... 

PRE-PUBLICA TION ORDERS NO W BEING TA KEN FOR 

Transcri pts 
of the 

FUSION EN ERGY FOU N DATION ' S 
conference on 

M I DDLE EAST PEACE and 
ECONOMIC DEVELOPM ENT 

Held i n  New York, Jan uary 24, 1 978 

Because of the historic s ignificance of thi s  conference. the Fus ion E nergy Foundation p lans 
to i m mediately publish a l i m ited num ber of excerpted transcripts for subscribers at a cost of 
$25 . 00 each . Excerpts wi l l  deal w i th the h i g h l i ghts of the Jan.  24 conference.  where more than 
200 participants - including representatives from a dozen Middle Eastern and African govern
ments . from U . S .  m i litary. intel l igenc e .  and energy agenc ies . and from several A merican 
trade unions. corporations .  and univers it ies - debated the need for industrial developm ent in 
the current peace process in the Mideast .  

Included in this docu ment w i l l  be : 

., U . S .  Department of E nergy offi c i a l  S tephen O .  Dean ' s  announcem ent of new scientific 
results which confirm fusion power "as a practical  option for future energy use" worldwide . 

., Pakistani Ambassador to the U . N .  Iqbal  Akhund ' s  discussion of the need for fundamental 
changes in the world monetary system to fac i l i tate expanded trade and developm ent . 

.. The conference ' s  keynote address by D r .  Clovis Maksoud , former Arab League special 
envoy now at G eorgetown U n iversity,  on the crucial im portance of a political solution in the 
Middle East to a workable U .  S .  -Soviet detente . 

.. S tatements by Stefan Possony of the Hoover Institution . Dr.  Moham med Rabie, a Per
manent Delegate to the E uro-Arab D ialogue,  Oklahoma Times editor John C .  Curry, and 
others . 

., The F E F ' s  proposed program for M ideast industrial  and nuc lear development - and p a rt of 

the conference participants ' debate on that progra m . 

These excerpted transcripts w i l l  be m a i led before March I ,  1 978 .  

The full proceedinls o f  the conferenc e .  at  a c o s t  of $250 . 00 w i l l  be available by August 1 ,  1 9 7 8 .  
Orders for ful l  proceedings wi l l  b e  accepted n o w  . 
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. . 
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: . 

: I am enclosing $ __ for __ copies of the Proceedings 
: of the F E F ' s Conference on Middle East Peace and Eco

: nom ic Development at $250 .00 each.  

NAME _ _ _ _ _____ _ _ _ _ _ _ _ _ -

INSTITUTION - - - - - - -

ADDRE S S  _ _ _ _ _ _ _ _  ---- -

I a m  enclosing $ _ __  for __ copies of Excerpted Trans· 
cripts of the Proceedings of the Fusion E n ergy Foundation' s  
Conference o n  Middle East Peace a n d  E conomic Develop
ment at $25 .00 each.  
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INSTITUTION -

A D D R E S S  - - _ --- - - - - - - -- --- ---

.
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ASIA 

Japanese-Soviet Relat ions 

Myth And Fact 

For the past 30 years a m yth about Japanese-Soviet 
relations has reigned in the West.  

The myth, simply stated, i s  that Japan deeply fears the 
Soviet Union and is still resentful about Soviet occupation 
of Japanese territory after World War II, specifically 
four small is lands off the coast of northern Japan. 
Japan's hatred of Russia i s  then routinely contrasted to a 
supposed Japanese affinity for China, which is described 
as the cultural " motherland" for Japan itself. 

Translated into political term s ,  the m yth dictates a 
clear course for Japanese policy :  an alignment with 
China and an unending "deep freeze" for Japanese
Soviet relations .  In the early 1 970s Henry Kiss inger tried 
to shape an all iance between Japan, China, and the 
United States (the "Tokyo-Washington-Peking axis " )  
against the Soviet U nion based o n  this map o f  the 
"Japanese m ind . "  

This view o f  Japan ignores certain facts . I t  certainly 
does not explain why Japan spent the 1 930s pi llaging its 
Chinese brethern while entering into a nonagression pact 
with the Soviet Union until 1 945 .  More s ignificantly, i t  
a lso ignores the postwar history of Japan's  Liberal 
Democratic Party. 

Rapproachement and Sabotage 
Since 1 956 ,  when then Japanese Premier lchiro 

Hatoyama first reestablished diplomatic relations 
between Japan and the Soviet Union, a strong group 
inside the ruling party, and aided by Japanese business 
circles, has

· 
been consistently pushed for expanded 

Japan-Soviet economic and pol it ical  ties .  First in 1 9 7 2 ,  
Premier Kakuei Tanaka, and later in 1 975 under Premier 
Miki. Japan and the Soviet Union have been on the brink 
of resolving their disputes over the northern islands 
problem , which would ensure a Japan-Soviet peace 
treaty and an extensive Japanese commitment to the 
major development of the tremendous resources of 
S iberia .  

At each point that such an al l iance was threatened, a 
crew of Anglophile politicians has intervened to bloc any 
Japanese-Soviet rapprochement.  This group . led in the 
1 950s by Japan' s  first postwar Premier. Shigeru 
Yoshida. and today centered around the leading pro
Peking politician inside the LDP,  current party 
Secretary General Masayoshi Ohira, has actively 
sabotaged both Japanese and Soviet attempts to mediate 
their terrotorial disputes through a series of com
promises .  

The 1 956 efforts of this "Anglo-American" c lique are 
in fact the sole reason that Japan and Russia are still  
talking about the northern i s lands issue . During 

Hatoyama's  initial negotiations for the treaty, the 
Japanese were s imply asking for the return of two tiny 
is lands . Habomai and Shikotan, off Japan's  coast, which 
the Soviet Union in fact at that t ime acknowledged were 
Japan ' s .  Hatoyama was warned by then U . S .  Secretary 
of State John Foster Dulles,  however, that unless Japan 
also insisted on the return of two i s lands which were in 
fact part of the Southern Kuriles (Kunashiri and 
Etorofu) and not historically c learly Japan 's ,  then the 
U . S .  would never return Okinawa to Japan. 

Dulles was not acting on his own. It i s  now known that 
arch Anglo-American partisan Yoshida was actually the 
instigator of what was a direct provocative action 
against the Soviet Union. a provocation that was fed to 
the befuddled cold warrior Dulles when he was visiting 
London . At that t ime,  Yoshida was threatening to wreck 
the newly formed Liberal D emocratic Party unless his 
enemy Hatoyama ( who came into power by engineering 
Yoshida ' s  downfal l )  caved in to Yoshida' s  Soviet policy. 
With both Dulles and Yoshida attacking him, Hatoyama 
was pressured into going along.  

The Wrecking of Tanaka 

In 1 972 .  Japanese Premier Kakuei Tanaka began 
making major overtures to the Soviet Union, centering 
on Tanaka' s  desire for j oint Japanese-Soviet develop
ment of S iberia . Tanaka was the first Japanese premier 
since Hatoyama to openly push for the restoration of 
close ties with the USSR,  a move which had been long 
encouraged by many leading Japanese businessmen. 
This t ime it was Henry Kissinger who launched a cam
paign to wreck Japanese-Soviet detente, and Tanaka . 
Kissinger virtually dictated the policy of cutting off both 
U . S .  Export-Import Bank a id  to U . S .  corporations 
wanting to collaborate in the project.  Kissinger also 
pressured the private U . S .  banking sector to wreck any 
private aid for the deal .  K iss inger' s  furious organizing 
( which ultimately included a Watergate-style " scandal" 
against Tanaka in 1 974) followed a meeting between 
Tanaka and Brezhnev during which the Soviet leader 
s ignaled that Russia was prepared to reach some set
tlement on the northern i slands issue undoubtedly in
volving a return to the original Japanese-Soviet terms 
first developed by Hatoyama.  

The Stakes in  Asia 

Kiss inger 's  activities against Tanaka were l inked to 
the policy shared by him and the pro-Peking group 
around Ohira , a policy of linking Japan in an anti -Soviet 
al l iance with China . As Kissinger, the City of London, 
and all ied factioneers in both Peking and Washington are 
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agonizingly aware. a successful resolution of the nor
thern territories dispute would open the way for mass ive 
Soviet-J apanese collaboration throughout al l  of Asia. and 
especially Indochina . A Japanese-Sovi et treaty would 
also be the opening for the large-scale development of 
Siberia . something Japan' s  own uniquely development
oriented heavy industries sector is eager to do . In return. 
the Soviet Union has made it clear.  Japan would receive 
huge reserves of Siberian oi l  and natural gas as well as 
enriched uranium from the USS R .  The Soviet Union is  
also offering Japan access to Soviet breakthroughs in 
fusion power research . 

Today the potentials for close Japanese-Soviet ties are 
even more ripe. In Southeast Asia .  Japan 's  foreign policy 
i s  to a large degree already complementing Soviet goals 
in the region . This month the Japanese government in 
effect granted Vietnam a debt moratorium writing off 
the debts still  owed to Japan by the old Thieu regime. 
which the new government refused to recognize.  

Japan' s  Vietnam initiative feeds into the overall 
Japanese policy for the region. which is  aimed at the 
peaceful integration of Indochina i nto the Association of 
Southeast Asian Nations (ASEAN) economic bloc 
structure under the more general  framework of a 
Japanese-led push for the introduction of capital
intensive agricultural development aimed at doubling 
the area' s  output of rice production in the next 1 0  years.  
Moreover, an alliance between Japan and the Soviet
supported Vietnamese would rapidly defuse Peking ' s  
abi lity for mischief-making in t h e  region . I t  would also 
wrech the World Bank's  hideous "Humphrey-Hawkins" 
plans for Asia - the "employment" of hundreds of 
thousands of Asia ' s  poor at backbreaking labor-intensive 
agricu lture, while revenue that would have gone to real 
development is  funneled out of Asia to pay monetarist 
debts . 

Japanese-Soviet cooperation would have equally 
profound repercussions in India . whose leading in
dustrial  planners have already i ntensively studied both 
the Japanese and Soviet " mode l s "  as paths for India ' s  
o w n  development. 

The Peking Connection 

U nder both Tanaka and his successor. Takeo Miki .  a 
crew of pro-Peking activists w ith l inks to Henry 
Kissinger and Kiss inger crony James  S chlesinger have 
tried to use the threat of a Kiss inger-orchestrated Japan
China alliance to terrify the Soviet U nion into simply 
treating Japan as a puppet of " anti -detente" c ircles in 
the u . S .  and China . 

In Japan today the major opponents of a Japan-Soviet 
compromise on the northern territories question are all  
avowed Schlesingerites with close ties to Kissinger. The 
leaders of thi s  group center around the man who is both 
Peking and Kissinger 's  choice to be next Premier of 
Japan. Masayoshi Ohira . It was Ohira who won 
K issinger 's  heart when. as Foreign Minister during 
Kissinger 's  1 973 oil crisi s .  he argued that Japan must 
follow Kiss inger policy and back Israel. Ohira was 
overridden by Tanaka and then Ministry of International 
Trade and Industry head Yasuhiro Nakasone . who 
reoriented Japan 's  policy toward the Arab states,  
leading Kissinger to label  Tanaka as  "anti-Semitic . " 

Ohira ' s  intellectual leader. both at that t ime and today.  
is  a top former Foreign Ministry official .  Shinsaku 

Hogen . who once leaded up the American Bureau in 
Japan's  Foreign Ministry and who today is advocating 
closer mi litary ties between Japan and China . 

Peking ' s  own networks inside Japan' s  major op
position parties have also actively kept the northern 
is land dispute alive.  The Chinese extensively fund a 
whole wing of the Japanese Socialist party. the country' s  
biggest opposition party. and it i s  suspected that Peking 
maintains big money laundering operations into other 
parties .  

End of the Game ?  

T h e  K i s s ingeri te s '  abi l i t y  t o  continue their 
manipulation game in Japan is rapidly fading, however a 
few weeks ago Japan' s  Foreign Minister Sonoda visited 
Moscow for talks with Soviet Foreign Minister Gromyko 
and Soviet premier Kosygin .  The Western press virtually 
ignored the meeting. and since Sonoda insisted that the 
northern territory question was open to n�gotiation (the 
Soviets now officiallY claim that a l l  such questions are 
settled) . the meeting fai led to produce a joint com
m unique. 

Yet certai n  very important things occured in Moscow. 
According to Sonoda , the Soviet U nion did not react with 
hysteria when Sonoda explained to Gromyko that Japan 
intended to press ahead wi th a peace treaty with Peking 
- something every Japanese businessman and politician 
supports as long as such a move doesn't box Japan into 
an anti-Soviet a l liance with Peking . Sonoda said this 
again to Gromyko. and from al l  indications Gromyko 
acknowledged the point. 

The Soviet refusa l to react as profi led on a treaty 
between Japan and China - a treaty which will un
doubtedly contain some vague statement opposing 
"hegemony. " which the Chinese m eant as an anti-Soviet 
warning and which Japan has consistently said it  in
terprets as a restatement of vague " UN Charter" -type 
principles - is an i mportant s ignal that behind the 
scenes once again the potentia l  for a Japan-Soviet rap
prochement is heating up . 

Moscow' s confidence on this question parallels the 
virtual collapse of the Ohira group inside the LDP. Ohira 
is now extremely unpopular with business .  and even his 
own faction inside the party is  suffering from growing 
factionalization . The Chinese are a lso refusing to a.ccept 
any Japanese modification of their "anti-hegemony" 
peace treaty. and Japanese-Chinese negotiations for the 
treaty appear now to be cooling off for at least a few 
months . 

The Soviet Union knows thi s .  Nor has Russia ignored 
the growing disagreements between Japan and 
Washington.  It i s known in Japan that the Soviet Union 
has been waiting for a long time to play its trump card -
the return of Habomai and Shikotan .  In fact. the Soviet 
Union has avoided building any installations on Habomai 
and Shikotan while they developed military bases on 
K unashiri and Etorofu . The problem has always been 
one of poli tical ti ming . Once the Soviet Union fully un
derstands that a joint development a lliance with Japan is 
the key to defusing the negative intent of the China 
treaty. and once the "rabid" pro-Ch4tese Ohiraites are 
neutral ized in Tokyo. that Soviet card will be played. It 
could be played much sooner than anyone in the West 
thinks . 

- Kevin Coogan 
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The African Horn : 

Bri t i sh Co ld  War Scenar io 

The Ethiopian governm ent has exposed the key British 
role in the efforts to set up a Sovict -U . S .  confrontation in 
the Horn of Africa .  An Ethiopian Foreign Ministry 
delegation on Jan.  1 8  delivered , to British Foreign 
Secretary David Owen, a governm ent statement that 
Britain "was the original source of the fantasy  of Greater 
Somalia . "  The exposure of the British origins , and 
manipulations , of the myth that areas of neighboring 
Kenya, Ethiopia and Djibouti should be part of Somalia 
- ostensibly since these regions are inhabited by Somali 
speaking tribes - puts the b la m e  for the rigging of a 
U . S . -Soviet showdown right where it belongs . 

Countless press stories have been building up the at
mosphere of confrontation , c la iming that there are 
thousands of Cubans and Soviet m il itary personnel in 
Ethiopia, and also claiming the existence of a continual 
Soviet airlift to bring in arms . The London Observer 
predicted this would be " the gri m mest war since Viet
nam . "  The · stories are also proj ecting a retaliatory 
E thiopian invasion of Somalia ,  c iting Somal i  claims to 
that effect, in an attempt to j ustify moves hy the West to 
come to the aid of the invading Somalis . 

J u st prior to meeting the Ethiopian delegation, David 
Owen told the British parl iament,  " We wi l l  consider the 
request ( from Somalia for arm s )  careful ly i n  consulta
tion w ith our al l ies . "  The Ethiopian statem ent,  however. 
dcnounced Brit ish and Carter A d m i n i strat ion interven
tion into the cr is is  on the side of Somalia as fraudulent 
concern . " I f  the United Kingdom and the Un ited States 
were to stand for j ustice , "  the s tatement charged, " they 
should have come out without any hes i ta t ion  or reserva
tion and condem ned the Somali  aggressor s .  " 

Despite this warning, and cont inued  E t h iopian denials 
of plans to invade Somalia ,  the Brit ish G ua rdia n in a Jan.  
24 editorial  cal led explicit ly for a C u ha-m i ss i le style 
c r i s i s  with the Soviets in the Horn 

In contrast to the cris is  mongering hy O w e n ,  b y  the 
Carter Administration , and by the pres s .  E uropean diplo
matic sources maintain that Eth iop i a  i� act ing in its 
legit i mate national interests . A West German d iplomat 
reported that the Cuban and Soviet  pre-;ence i s  v ie wed as 
a stabi l i zing factor , since it  w i l l  ensu re that the Ethio
pians will not be provoked into a counter - invas ion of 
Somalia for revenge . 

Britai n ' s  attempt to provoke a U . S . · U S S R  confronta
tion in  the Horn of Africa i s  based on long-standing 
politi cal-economic  manipulation i n  the area . Following i s  
a brief outl ine of Brita in ' s  h istor ic  role i n  the  Horn : 

" early 1 8805 - the British fac i l i tated the I talian oc
c upation of the coastal E thiopian prov ihce  of E ritrea , as 
well  as part of Somalia, favoring weak I ta l ian presence 
over a much more powerful Fran c e .  Br i ta in  took over the 

rest of Somalia,  and also controlled the port of Aden at 
the m outh of the Red Sea .  

" 1 934-36 - Mussolini conquers Ethiopia . Mussolin i ' s  
action was recognized by Britain, but  not by the U . S .  

" early 1 9405 - Haile Selassie dec ides to collaborate 
with the U . S .  

" 1 943 - British begin propagating the Greater Somali 
myth by setting up the Somali League for that purpose. 

" 1943 - Churchill gets wind of a secret Roosevelt
Selassie meeting in the Suez fbllowing the Yalta Chur
chi l l-Roosevelt-Stalin sum mi·t , panics,  arranges a secret 
m eeting in Cairo with Selassie, and gives him a Rolls
Royce in a vain effort to win him from the Americans . 

" late 19505 - British start up the anti-government 
rebell ion in Eritrea, an area occupied by them fol lowing 
World War I I .  to destabil ize the region. 

" 1 .960 - upon the independence of Somalia.  the 
Greater Somalia myth is incorporilted into the official 
ideology of Somal ia .  

' 

" 1 969 - Ethiopia and Somalia attempt to resolve 
differences and set up normal  relations . Somali presi
dent Shermarke is assassinated while Prime Minister 
Egal is  on a visit  to Washington for discussions with the 
Nixon Administration .  Attempts to fill Shermarke 's  posi
tion w ith a l ike- minded replacement was met with a coup 
d'etat by the head of the army ,  S iad Barre . The coup was 
organized on the basis of the Greater Somalia myth. 

* 1 .9 77 - war waged by Somalia against Ethiopia in
stigated b y  Brzez inski  and other British-linked members 

I of the Carter Adm in istration , on the basis of the Greater . 
Somal ia  m yth .  

I n te rn a t i o na I Press Fo m e nts 

N ew ' Miss i  I e  Cr i s i s '  
Following is a sampling of press efforts to blo w the 

Africa n Horn in to a major interna tional crisis : 

The Gua rdian,  Jan.  24 : 
. . .  no Western government with an interest in the 

Middle East  or the I ndian Ocean can for long regard the 
growing Russian presence in Ethiopia only as support for 
a c l ient in difficulties . I n  com bination with the control of 
South Yemen it g i ves the Russians an excessive power, 
should they choose to exercise it, over the Red Sea and 
the shipping lanes to the Gulf .  It  can be argued that 
whereas at  one t ime this would have been a vital threat to 
western interests it i s  no longer credible to that degree, 
because the result of using it would be a world war . . .  
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. . .  a policy of support for the OAU ' s  attempt to achieve 
a negotiated settlement must be linked with a c lear set of 
questions to the Russians about what they are doing in 
E thiopia (and South Yemen) and how long they propose 
to stay.  If the answers are unsatisfactory there could be a 
serious crisis,  as there was when the Russians tried to 
put missi les into Cuba . 

The Daily Telegraph , Jan. 30 : 

Russia 's Ethiopia Gamble Could Be 
Carter's Big Test 

The Ogaden war could confront ( Carter ' s )  year-old 
administration with its first full-blown international 
crisis this spring . 

For an Ethiopian victory could give Russia a strangle
hold on the Red Sea and consolidate the naval and air 
bases it needs to dominate oi l  tanker routes from the 
Persian Gulf around Africa . . . .  

A senior White House official ,  referring to the Strategic 
Arms Limitation Treaty talks said : " The Soviets have to 
know that there' l l  be no chance whatever of senate 
ratification of S A LT II ,  even supposing we get that far in 
the current negotiations , if the c l imate of public opinion 
here hardens against them . "  

. . .  Mr. Zbigniew Brzezinski told the Ponomarev delega
tion that they could either work with the West for a new 
world order . . .  or go back to the old Cold War contest with 
al l  the risks that would imply.  

The problem . .  . i s ,  quite s imply that the Somalis are 
technically the aggressors . 

The danger is that by holding off ( from intervention 
until Ethiopia has actually invaded Somalia) America 
wil l  be seen by various African states as what the 
Chinese call " a paper tiger . "  

The opinion would b e  shared in the Middle East . . .  with 
profoundly destabilizing consequences . The Russians 
and Cubans would emerge ten-foot tall .  

Pentagon strategists . . .  tend to think that Russia is 
deliberately testing Mr. Carter' s  nerve and that he may 
face a crisis as difficult as President Kennedy's over the 
Cuba missiles in 1 962 . 

In short, if its Ethiopian gamble pays off, Russia could 
more than regain all the ground it has lost diplomatically 
in the Middle East since 1 973-74. 

Christian Science Monitor, Jan. 26 : 
The United States,  for its part, needs to weigh a more 

effective approach to the Soviet Union . . . .  the time has 
perhaps come to make plain to Moscow more forcefully 
that its blatant intervention in Ethiopia and Africa 
generally will have adverse consequences on current 
efforts to give detente another head of steam.  

The Observer, London, Jan.  22 : 
The Horn of Africa now appears to be only a few weeks 

away from what Western and Arab intelligence sources 
say is l ikely to be the " grimmest" war since Vietnam.  

w. Germa n  Mi n iste r :  No Arms To Areas Of Te ns ion  

The Ethiopian government on Jan. 22 ga ve the West 
German government 24 hours to withdra w German 
Ambassador Lankes from the country, and followed this 
demand with a highly unusual sta tement charging that 
Lankes was impeding the establishm ent of good relations 
between the two countries. 

The Ethiopian sta tement was bla cked out in nearly all 

of the Western press, while U. S. press and wire services 

were conduiting a fa brica ted story tha t  Ethiopia had 

kicked out Lankes beca use of German aid to Somalia.  

Following is West German Federal Foreign Minister 
Genscher's reiteration tha t  a id to Somalia prohibits 
arm s  spending, appearing in a Frankfurt daily article: 

Frankfurter Allgemeine Zeitung, Jan. 24 : 
Ethiopia Wants To Maintain 

Its Rela tions To Bonn 

Bonn, Jan. 23. Federal Foreign Minister Genscher has 
emphatically stated that it is  a principle of the Federal 
Government that no weapons will be supplied to areas of 
tension. This policy holds in equal m easure for direct and 
indirect arms supplies .  In a speech at a d inner on 
Monday on the occasion of the state visit of President 
Bongo from Gabon, Genscher made a direct connection 
between this principle and the latest financial  aid to 
Somalia.  He said that in this case  too there is  no doubt 
about the stipulation , that the 25 m i l l ion DM that Bonn 
has granted Somalia cannot be al lowed to be spent for the 
purchase of weapons . . . .  

O n  Monday Dr.  Haile Gabrie l  Dagne.  the Ethiopian 
A m bassador to the Federal Republic .  appealed to the 

Federal govern ment that material which has been 
" created by German sweat" cannot be allowed to be 
used for the destruction of his country. Dagne told 
j ournalists that the E thiopian government learned to its 
great astonishment that the Federal Government 
allegedly wanted to finance Somalia 's  invasion of Ethio
pia with many mi l l ions of marks .  The news that Somalia 
has been promised development aid credits without any 
conditions  can nevertheless at this t ime not be directly 
interpreted as the reason for the expulsion of Am
bassador Lankes .  To begin with. the Ethiopian govern
ment is expecting detailed explanations from Bonn about 
the prom ises to Somalia.  The traditionally good relations 
between both countries should be maintained . Dagne 
first of all based the expulsion of the German Am
bassador on the fact that his  conduct in Addis Ababa was 
not l ikely to fu lfi l l  the Ethiopian government' s desire for 
intensified relations .  Addis Ababa has a reason to 
assume that Lankes had not correctly reported on the 
goals of Ethiopian politics .  It is conceivable that the 
current affair could be c leared up as an "episode" by a 
change in i ndividuals . 

A m bassador Dagne explained E thiopian policy by 
saying that his government up to now has undertaken the 
successful task of changing the country from a feuda l 
state into a modern social  state through an independent 
foreign policy and nonal ignment .  Ethiopia wants to 
develop in peace .  However, the i mpression has arisen in 
the Federal R epubl ic  and in some of its western part ners 
too . that Eth iop ia  is  an aggressor . I n  reality.  the country 
ha s been attacked  b v  Somal ia .  
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What �toms For Peace ' 
P la n ned For Puerto R ico 

I magine visiting the island of Puerto Rico and encoun
tering not poverty and rampant unemploym ent, but a 
flourishing econom y with the following assets : a series of 
n uclear plants providing 26 . 2  percent of the is land ' s  total 
energy consumpt ion ; a Nuclear E nergy Center acting as 
a " transmitter of nuc lear know-how to Central and South 
American sister countries " (1 ) :  1 0 ,000 to 1 5 , 000 highly 
ski lled cadre force for Puerto Rico 's  nuclear-related 
industrial complexes : and a technological ly advanced 
agric ultural export market amounting to more than $20 
m i ll ion dol lars per year. 
----------_ . _----

P U E RTO R I CO 

The latest sc ience fiction best - se l ler?  No .  th is  was the 
major development proj ect of the U n ited States ' Atomic 
Energy Commiss ion. and of the Puerto Rican govern
m ent of the industrial ist and Republ ican Governor Luis 
A. Ferre cfuring the beginning of the I !l i O s . 

The proposed Nuclear Energy Center,  or Nuplex, and 
other nuclear-related proj ects were an integral part of 
the international development campaign of Dwi ght 
E i senhower ' s  " Atom s  for Peac e "  program in the mid-
1 !l50s . Ferre. E isenhower, and the Atomic Energy Com
miss ion concei ved of Puerto R ico as  the k e y  nuclear link 
bet ween the U . S .  and Latin A m e r i c a .  

B u t  before the end o f  Governor Ferre ' s  t e r m  o f  office i n  
H l i 2 .  the Nuplex proj ect had h e e n  k i l l e d .  by a political 
comb ination inc luding proterror ist  and en v i ronmental ist  
forces within the Episcopal Ch urch . F ab i a n s  inside the 
two major U . S . - l inked trad i t iona l  p o l t t i c a l  parties of 
Puerto Rico (the De mocratic PPD and t h c  R epublican 
PNP ) ,  and the Puerto R ican I ndependence and Social ist  
Parties . 

Th i s  report w i l l  describe i n  deta i l  the Nup lcx  proj ect 
and its i m p l ications for Puerto R i c o .  A future report w i l l  
identify the cri m e s  a n d  m ethods of the  te rror i s t -environ
m entalist  forces who stopped d e v e l ap m e n t of nuclear 
energy on the i s land .  

The Urgency of  De velopment  
The cruc ial  i m portance of the N u p lex  proj ect was that 

i t  represented a genuine critica l _-; turt  made b y  U . S .  and 
Puerto Rican Whig forces  to put  a n  end to the Wall  Street 
and City of London pol ic ies  w h i c h  t ra n � fo r m ed the island 
i nto a R a nd Corporation-sc r i pted " N orthern Ireland" 
n i ghtmare of terror a n d  dead-end po\' cr ty .  The econom ic 
and pol it ical c(mc eptions beh i n d  N up l ex and related 
proj ects e m bod i ed the core of pol k l l' S  t h a t  the U . S .  
governm ent s hou ld i m plem ent not on l y  i n  P uerto R ico,  
hut in the neig h horing Repub l i c s  of C P ll t n l  a nd South 
A m er ica and the C a r i b bea n .  

I n  l ight o f  the increasing lumpenization o f  the Puerto 
Rican population, and the official re-evaluation by the 
island ' s  government and scientific circles concerning the 
necessity of bui lding nuclear plants in Puerto Rico now, 
the Nuplex-type of proj ect takes on added importance. 

Puerto R ico's  annual debt service of $1 . 2  bi l l ion is 
a lmost as large as New York City - but the island itself 
has only one third the population New York has . C lose to 
50 percent of the is land' s  labor force is unemployed . 
Seventy percent of al l  families depend on food stamps to 
get minimum nutrit ion.  There are 60 ,000 drug actrlicts 
and 1 00 , 000 alcoholics in a population of less than 3 
mi l l ion .  The Puerto R ican " economy" is such a mess 
that over 2 m i l l ion of 5 mil l ion Puerto Ricans have emi
grated to the U . S . ,  mainly New York City . In other words,  
40 percent of Puerto Rico ' s  workers l ive in the conti
nental U . S .  because they have not been able to find gain
ful employment on the is land . If they were to return to 
Puerto Rico. e m p loyment woul d  surpass 70 percent . 

This gloom y economic p icture and the pressure of 
Puerto Rican politicians and sc ientists , such as former 
Governor Ferre , have forced the present government to 
re-evaluate the use of nuclear energy in the island. Ferre 
and a group of scientists connected to the Puerto Rican 
power industries have stated repeatedly that the is land 's  
consumers would  have paid  $ 1 50 m i llion in  energy bil ls 
half  of what they presently pay - if Puerto Rico had had 
functioning nuclear plants during 1 976-77 .  This pro
nuclear sent i m ent was synthesized in an editorial of the 
Scripps-Howa rd island 's  daily,  The San Juan Star, en
titled "Toward Nuclear Power , "  which cal led on the 
P uerto R ican government to take " the difficult step of re
i m plementing a policy of going to a uranium -based 
n uclear process (emphasis added - ed. ) .  

Puerto Rico 's Nuclear History 
I n  the afterm ath of President E isenhower's " Atoms 

for  Peace" speech at  the  United Nations in 1 953 ,  the AEC 
together with the U niversity of  Puerto Rico created in 
1 957  the Puerto R ican Nuclear C enter (PRNC ) ,  part of 
the A tomic  Energy Commission national laboratories 
net work for research and training in the nuc lear field. By 
1 959 the ann ual  budget of the PRNC amounted to ap
prox i m ately $ 1 . 8  m ill ion . Later in 1 958 the Puerto Rican 
Water Resources Authority and the AEC signed a con
tract to deve lop a Bonus experimental reactor in the city 
of R incon ( see Map ) ,  Puerto R ico,  to demonstrate the 
advantages of producing superheated steam for power 
generat ion by water reactors . This proj ect was finished 
in 1 9G4 and constituted the first nuclear power reactor 
bu i lt in Lat in  A m erica.  but was decommissioned in 1 968 
because of al legations of " unsatisfactory performance. " 
and env iron m ental is t  c laims that so-called leaks in the 
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P U ERTO R ICO N UCLEAR POWER FACI LITI ES 

A F F  N uc l ea r  Plant 

600 M w ( e )  

EXperi m enta l  " Bo n u s "  

Reacto r 

Bonus . reactor were causing increased inc idence of 
cancer on the is land . 

The ferment that the PRNC developed among the 
is land 's  scientific community was exemplified by the 
proposal which a group of courageous scientists ,  such as 
Doctors Garcia Morin and Bonnet, made to Gov. Roberto 
Sanchez Vilella during his 1 964-68 term . They called for 
the creation of a " Scientific Comm unity , "  modelled on 
the scientific and application research laboratories tri
angles in North Carolina (2) . This was to form a tech
nically-trained local labor force capable of applying their 
ongoing research to the island' s  growing industrial com
p lexes in a permanent fashion. Fabian Governor Sanchez 
Vilella and his coterie of environm entalist aides, such as 
Juan M. Garcia Passalacqua. the legal advisor of the 
island chapter of the Fabian-oriented Americans for 
Democratic Actions. shelved the " S cientific Com
m unity" proj ect for good by the end of the 1 960s . 

In spite of the environmentalist  campaign, by August 
of 1970 the island 's  Water Resources Authority (AFF) 
directed by engineer Jorge Cordoba D iaz com m itted 
itself to install a 600Mw (e)  nuclear power for operations 
in 1 975 .  This project was killed because it allegedly would 

' have destroyed the fishing com m unity surrounding the 
plant. The Puerto Rican governm ent took a $ 1 00 mi llion 
loan to build this power plant and invested $50 million for 
the " shelf" of the plant. which is idle today.  The environ
m entalists are forcing the governm ent of Puerto Rico to 
pay $600 .000 for the interest of the $ 1 00 m il lion loan. but 
without getting any benefit from the idle nuclear plant. 

The Nup/ex Project 

The potential for developing a Nuclear E nergy Center 
in Puerto Rico was first noted by AEC's  Com m issioner 
James T.  Ramey in a speech October 30. 1 967 .  in San 
Juan on the l Oth anniversary of the Puerto Rican 
Nuclear Center. Later in 1 96 8 .  offic ials of the AEC and 
the Puerto Rican government s igned a memorandum of 
understanding by which Burns and Roe,  Inc . •  consulting 

N u p l ex Co m p l ex 

540 M w ( e )  

engineers. and the Dow Chemical Company were 
granted permission to carry out a feasibility study. 
According to an AEC press release dated June 1 6 .  1 97 1 . 
the study concluded that a Nuclear Energy Center will b� 
" econom ically attractive for the is land" and could result 
in " favorable sociological change (3) . "  

The Nuplex was to b e  a n  integrated. centralized 
complex. including a nuclear power station. desalination 
p lant. with various chemical and industrial plants 
consuming a large amount of energy . A facility for 
p roduction of fertilizers was also included in the plan. as 
well as agricultural areas using a dvanced technologies . 

The Nuplex . based on a straight-forward energy effi
ciency concept. is planned to make optimum use of not 
only the electrical output of the nuclear reactor. but also 
its heat output. In most cases . a nuclear plant produces 
about twice as much energy in the form of heat than it 
can convert into electricity. Early design proposals envi
s ioned the opti mum use of " off-peak" power from the 
reactor to carry out processing of various materials such 
as bauxite. phosphate. c lay. and hydrocarbons . The use 
of the cooling water to provide heat for industrial 
processes before it is returned to its sources is  key. This 
enhances the thermal efficiency and. thus . the com
mercial attractiveness of the plant. It also avoids the 
problem of dumping hot waste water and provides an 
opportunity to extract minerals from seawater when it is 
used as the coolant . Manufacturing in Nuplex would be 
almost fully automated. a technique made feasible by the 
advent of reliable high-speed computers . While running 
such a multim il lion dollar complex would require only a 
few thousand workers , hundreds of thousands of jobs 
would be created in building the complex while the 
finished plant would increase output in agriculture and 
industry by increasing available energy. 

At the heart of Nuplex. which was to be built at Jobos 
Bay on the southern coast of the island. would be a 
nuclear power plant producing 540 megawatts of 
electricity as well as steam needed for nearby indus-
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tries .  The complex also inc luded petrochemical plants , 
chlorine-caustic and hydrocarbons p lants and an 
aluminum plant . An additional advantage of Nuplex was 
the integration of 12 chemical  processes .  I n  some cases 
all or part of the product, such a s  ethylene or propylene 
is used as a feed stock for one or more other processes .  
Integration of the processes allows economies in produc
tion costs arising from the common use of facilities such 
as shipping and receiving docks ,  in addition to the 
common energy source (See Table 1 ) . 

38. 000 New Indus tria l Jobs 
According to the Burns and Roe study,  Westinghouse, 

the contractor for the nuclear plant,  was to begin con
structing Nuplex in 1 972 ,  finish the first plants by 1 975,  
and complete the proj ect by 1 978-7 9 .  I n  other words , the 
Nuplex proj ect would have been a lmost finished by now ! 

A doctoral thesis written by J ames  Holmes on "The 
Impact of a Nuplex Center on the Puerto R ican Center 
(4) " estimated that 5 , 335 industrial skilled jobs would 
have been generated directly by the Nuplex complex, 
and 26,338 indirect jobs in the service s ,  mining ,  trade, 
and commercial sectors .  This would have represented a 
direct increase of 1 0- 15  percent in the Puerto R ican labor 
force - a substantial beginning to start dealing seriously 
with the c lose to 50 percent une mployment rate in today's 
Puerto R ico.  This would also have destroyed , once and 
for all, the myth of the independence forc es that capital
intensive proj ects increase the unemployment rate of the 
island, and laid the material basis  to push aside the pro
terrorist and environmentalist argu m ents which have 
been pushed on the lumpenized Puerto R ican population . 

�----- Table 1 -------, 

Industrial Prod uction Capacity 

Of The Puerto Rico N u plex 

Prod uct 

E t h y l be n z e n e  . .  

C u m e n e  . . . . . . .  . 

E t h y l e n e  D i c h lo r i d e  . .  . 

E t h y l e n e  G l yc o l  . . . .  . 

P ro p y l e n e  G loco l  . . . . . .  . 

H i g h  D e n s i t y  Po l y e t h y l e n e  . .  

Sa l t  Recovery . . . . . . . . . .  . . . . 
C h l o ri n e .  

Ca u s t i c  

E t h y l e n e  . . .  . 

P ro p y l e n e  . . .  . 
B e n z e n e  . . .  . 

A l u m i n u m  . . . .  . 

' Co n s u m ed wi t h i n  t he  c o m p l e x  

Capacity 

I m " l i o n �  ') j  ro u n d s  per y e a r )  

1 . 000 
. . 802 

425 
. 725 

. . 525 

. . 100 
. 2 . 070 ' 

. .  1 . 007'  
. 802'  

. .  1 . 262 ' 
. 69 2 '  

1 . 324 ' 
280 

.------ Table I I  

Crop Distribution O n  The Experimental 

Farm At The Puerto Rico N u plex 

Crop Acreage 

M a n g os . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50 
Avocados . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  40 
G ra p e f r u i t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30 
P l a n ta i n  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 00 
yaut ia  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50 
Sweet Potato e s . ' . · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 50 
To matoe s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 00 
Pe ppers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35 
Squash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 5 

B u i l d i n g  a n d  Roads . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30 

Tota l 500 

The 3 8 , 000 jobs represent approximately $60 mi llion in 
salary,  which could sustain more than 50,000 people. 
Holmes '  thes i s  outlined that the process of training ade
quate personnel to run the Nuplex complex would 
provide a highly ski lled labor force ( male and female) to 

operate m odern chemical and metallurgical complexes , 
an essential aspect of putting the is land in a permanent 
capital- intens ive basi s .  

A Capital-In tensive Program 
of Food Imports 

U nlike most of the World B ank-sponsored labor 
intensive progra ms to curtail the food imports of the 
underdeveloped countreis ,  the Nuplex complex intended 
to lay the grou n d work for a high-technology agriculture 
sector, which could meet both local and foreign market 
demands . Th is  was to be geared particularly toward the 
major East Coast cities of the U . S .  and the Caribbean 
region . The plan called for more than 20,000 acres of 
sugarcane field to be used for increased production of 

fruits and vegetables and other high va lue crops, which 
cost is land consumers about $29 m illion in 1 975 .  I n  other 
words, the Nuplex agricultural proj ect was to develop a 
$20 mil lion market of vegetables and fruits such as 
a vocados , pumpkin ,  grapefruit ,  mangos, oranges , 
yautia,  and sweet potatoes,  for i nternal and external 
consum ption ( see Table I I ) . The Burns and Roe study 
concluded that the above products were more profitable 
than the cultivation of sugarcane,  even with modern 
machinery ! 

But w h y  w a s  the Nuplex complex crim inally halted? 
Was there a financial problem ?  No, according to the 
authoritative study of Burns and Roe ,  one of the key con

su ltant agenc i e s  of the Puerto R ican and U . S .  govern
m ents . The tota l cost of the Nuplex complex was esti
mated to be $654 .4  million : $476 . 2  m illion ( industries) , 
$ 1 6 1 . 2  mil l ion ( nuclear plant) and $ 1 7.0 mi llion (desalin
ation p lant> . The study reco m mended that the Puerto 
R i c a n  government provide one third of the total cost, 
which i n c l ud e d  the financing of the nuclear power and 

f X EC U T I V E  I N T E L L I G E N C E  R E V I EW LAT I N  A M E R ICA 3 



desalination plants , land acquis ition and port facilities ; 
private industry would finance the remaining two thirds 
of the cost. Financing by private industry was not con
sidered a major problem , stated the study, because in
dustry at the Nuplex complex would return 1 4- 16  percent 
on investment. The study also calculated that $80 mi llion 
would be generated through trade, and the Nuplex 
complex would have forced, by 1 980 ,  infrastructure in
vestment in the southern region of Puerto Rico amount
ing to $300-400 million, including retail ,  wholesale, ser
vices, housing, schools,  roads ,  sanitation, and hospitals .  
This type of investment into the southern region of the 
is land was one of the conscious objectives of the Nuplex 
to foster economic centers outside of the San Juan metro
politan area ; as well as help redistribute the dense pop
ulation in the northern part of the i sland to the south, the 
second most important region of Puerto Rico.  

The financial outlook was so promising that by m id-
1972  Ferre ' s  Puerto Rico Iron Works Co. had alread� 
sold 2 ,500 tons of structural steel for the Nuplex proj ect. 

Was there any ecological or nuclear waste-related 
problem , which merited the abrupt end of Nuplex? The 
environmentalist Puerto R ican Industrial Mission 
( funded by the Episcopal Church and directed by a 
Benj amin Ortiz Belaval, a Central Com m ittee leader of 
the proterrorist Puerto Rican Socialist Party, (PSP) 
circulated stories that the Nuplex complex was too c lose 
to a "potential earthquake zone" and would pollute and 
destroy the marine life at its site, Jobos Bay.  

These are complete lies and mere scare propaganda -
the unscientific modus operandi of the environmentalist 
garbage . The PSP and the P R I M ,  like the C lamshell 
Alliance in the U . S . ,  are more concerned for the survival 
of animal species than for the productive employment 
and labor power of human beings in Puerto Rico and the 
U . S .  

Nuplex System of Waste Treatment 

The Burns and Roe study outlined how waste control 
facilities would be provided for liquid, solid, and gaseous 
wastes from the industrial  plants . Holmes also stressed 

that one of the key sociological implications of the 
Nuplex proj ect is its "better control of industrial waste 
products . " 

The chemical refinery, ethylene, polyethylene, and 
propylene glycol plants discharge of organic wastes 
would either be dissolved or suspended in water. A bioxi
dation process treatment p lant is provided to reduce the 
total oxygen demand of this waste water by 85 percent. 

The ethylbenzene, cumene and chlorine plants will 
produce wastes that will  be disposed of in a tar burner 
and scrubber. In addition, incinerators are provided for 
the disposal of combustible wastes without pollution.  
The chlorine and aluminum plants will  produce wastes 
that will be disposed of by land fil l .  

The aluminum plant will  provide fume scrubbing for 
the anode gas to remove gaseous fluorine compounds and 
dust particles consisting mainly of fluorides,  alumina, 
and carbon. Hot room air is  exhausted through a spray 
chamber. 

Radioactive wastes from reactors are abundant 
sources of electromagnetic radiation in the x-ray and 
gam ma-ray regions ; methods are now under investi
gation for their use as bacteriacides in water purification 
and sewage treatment. Radioactive materials would not 
be put directly into the water or sewage ; radiations, at 
high flux rates ,  will  enter to ki l l  bacteria .  In this way, no 
radioactivity is permanently introduced into the 
processed material .  

- Ivan Gutierrez del Arroyo 

Footnotes 
( 1 )  .J aro Mayda. " I nteramerican S y m posi u m : Atomic Energy and Law" 

( Nov 1 6 · 1 9 . 1 959.  held at the La w School of the University of Puerto R ico) . 

(2)  National Research Council 's  $10·15 m i l lion Study of the " Scientific 

Community" Proposal.  

( 3 )  Burns and Roe. Inc . .  and Dow Chemical Company. " Puerto R ico 

Energy Center Study" (Executive S u m m ary. TID·25602 . and three 

volume set.  T ID-25603. June 1 97 1 ) .  

(4)  James H o l m e s .  "The I mpact of a Nuplex Center on the Puerto R ican 

Econo m y "  ( l J n i versity of Tennessee . August 1 9 70 ) . 
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PRESS 

Jack Anderson Does Not Have 

The Right To l ie 
The Na tional Ca ucus of La bor Committees released 

the follo wing sta tem ent Feb. 1 .  for endorsement by 
representa tives of farm . la bor. minority. civic. and in
dustry groups. 

Jack Anderson ' s  nationally syndicated column Jan.  30.  
in which he libels the National Caucus of Labor Com
mittees,  exemplifies the current deliberate misuse of 
" freedom of the press "  for the purpose of falsely 
characterizing individuals and groups .  and associating 
them with violence.  crime.  and terrorism . 

This  Anderson column lies to portray the NCLC as 
armed fanatics .  associated with threats on the life of 
Nelson Rockefeller. Every so-called fact in the column 
was fabricated to support this view. and the NCLC will be 
forced to file a costly and involved legal action for 
redress and damages . 

This same type of deliberate. dangerous fabrication is  
being run against the National Association for the Ad
vancement of Colored People .  S ince the NAACP 
leadership released their energy policy statement in 
December 1 977 .  they have been subject to a ba rrage of 
l ies and distortions that they have been " bought out" 
by"big oi l . "  that they support price deregulation. and 
that they are in any case incom petent to formulate 
policies in the area of energy .  These racist l ies have 
appeared in format fashion throughout a media circuit 

including the Washington Post. the New York Tim es, and 
the Village Voice.  

These and other media outlets and individual reporters 
are part of a network including the Fund for In
vestigation Journalism (of which Mr. Anderson is an 
Advisory Board member) and the Washington Institutee 
for Policy Studies . which specializes in coordinating 
s landerous press campaigns against representatives of 
labor. agriculture. industry, and minority and political 
spokesmen whose views these same media and their 
backers oppose .  Their particular targets are those in
dividuals who favor econom i c  growth and high
technology energy expansion. 

We, the undersigned, deplore this abuse of journalism. 
At this j uncture in history it i s  vital that the American 
people have the information necessary to make policy 
decisions on energy and questions of economic 
development which will determine the future for our
selves and all the world' s  people .  We condemn in par
ticular the control and use of j ournalism for political 
" Watergating " of advocates of economic growth. 

We endorse the standards of j ournalism estal ished by 
Benj amin Franklin and A lexander Hamilton : freedom of 
the press is the responsibil ity to honestly inform the 
population on the national and international news that 
will  enable our fullest competent participation in  
determining world events . 

The Crib 
When New York ' s  fourth daily newspaper. The Trib. 

was launched last month, New Yorkers may have hoped 
for a respite from the daily l ies of the "good grey 
Times, " the no-news Daily News , and R upert Murdoch's  
British-pedigreed Post scare and scandal mongering.  
But such hopes were quickly dispelled when the Buckley 
family enterprise. the tabloid Trib, appeared on news
stands its first day with an even more Anglophile " non
news hole" than the Ne w York Post. 

Anyone looking for news found a proliferation of 
British and American wire service shorts, instead, 
buried behind the Trib' s  up-front words news analyses 
and feature columns cribbed from the Washington Post 
Writers� Group, the Christian Science Monitor. Ne w 
R epublic, and the Hearst press ,  to name a few .  More
over. The Trib, in its " F irst Day" s igned editorial 
column by editor-in-chief and publisher Leonard Saffir. 
pledged. " Our voice will be moderate . . .  we be long to no 

political party . "  Yet it gave out the front page kicker. 
" For All  Our Sakes . . .  Go. Ed, Go ! " , the same day, direct
ing the reader to its lead editorial endorsement of Mayor 
Koch and his "c lear mandate" for austerity rule in New 
York . 

Yes.  the Buckley family which brought you vote fraud 
against Gerald Ford in the 1 976 elections. which endorsed 
decriminalization of marijuana for the nation' s  youth, 
which backed Ed Koch for viceroy of New York - all 
under the label of " dyed in the wool conservatism" -
now brings you The Trib New York, run by brother 
James (ex-Senator from New York ) , with the political 
duplicity and sheer incompetence that only a Buckley 
could bring you . 

Trib editor-in-chief and publisher Leonard Saffir is the 
not-very-independently-wealthy form er chief political 
aide to, and close personal friend of, former New York 
Senator James Buckley . The Chairman of the Board of 
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The Trib and investor of at least $ 1 . 5  mi l lion in the enter
prise to date, is James Buckley 's  brother-in-law, 
Raymond J .  Learsy. The other Trib financiers are a well
kept secret . But James Buckley. a member of the Board 
of Directors ,  insists he has no financial or editorial rela
tionship to the "independent newspaper" and is only "a 
friend . "  The Trib 's own announcement of Learsy's  chair
manship "objectively" ommitted to m ention his Buckley 
Family-in-law connection.  

It does not take a bloodhound to s leuth out The Trib 's 
pedigree . Their news consists of U . S .  wire service shorts ' 
- with a generous assist from British Reuters . The 
Trib 's own reporters , culled from the newsrooms of a 
wide spectrum of " left" and " right" press .  ranging from 
the British Murdoch-owned Village Voice to the imita
tion-British Na tional Observer (now defunct) , contribute 
lengthy " news analyses" on dated items ,  served up as 
Trib "exclusives . "  Their columns draw on the Ken
nedy-Lazard clan' s  Washington Post Writers ' Group 
columnists, Christian Science Monitor columnists . and 
heavily on Fabian New R epublic writer Tad Sculz ; 
features have been cribbed from the London Economist 
and like-minded sources . Saffir ' s  " F irst Day" column 
boasted the Oxonian tastes of the Buckley clan, hiring 
" talented youngsters" from the recently British
acquired magazines, "Ne w  York, Esquire and the 
Village Voice. " 

To date . the " independent" Trib has managed to crib 
most of its news and views from environmentalists . 
Schlesingerian zero-growthers , the Walter Lippman
founded New R epublic, and from the annals of Winston 
Churchil l ' s  Cold War diatribes .  For example, its Jan . 25 
headline reporting on the fal l  from orbit of a Soviet space 
satellite read. "Reactor Aboard R ed Craft - SPY 
SATE LLITE - Story Behind the Crash of Space-Age U-
2 "  (original emphasis ) .  S igned columns warn daily of the 
danger of communist takeovers around the globe . 

The Trib 's news however follows the " good grey" lies
by-omission technique of misinforming and banalizing 
the reader to death . For example ,  under the headline 
"GOP Cheer Black Leader , "  Jan 23, here ' s  what The 
Trib did and did not report : " . . .  the Grand Old Party 
cheered civil  rights activist Jesse Jackson" (calling for 
"full  employment" slave labor for blacks ) "and heard 
party chairman Bill Brock promote the traditional demo
cratic line that the best hope for the economy was a big 
tax cut" (rather than expanded industrial growth and 
investment favored by prodevelopment Republicans) 
and "defeated a move by the R epublican right to move 
into party leadership" <that is. a rebuff to the candidate 
of the Reagan wing of the party) . 

The Trib also omitted to report on the NAACP's  
January resolution calling on President Carter and Con
gress to expand energy growth and nuclear energy 
development as the only real full employment program 
for blacks, and on former governor R eagan' s warm 
endorsement of this resolution before a Jan.  21 Atlanta 
convention . 

In its energy and environment section. Trib writers 
have touted solar energy, conservation and other James 
Schlesinger de industrialization favorites . Its Jan . 9 
" S pecial" from the London E conomist ,  entitled "This is 
Chairman Hua' s  China Today, " promoted the Peking 
road to labor intensive econom ic regression and political 

a lliance with the Great Han Chauvinists against indus
trial development of E urope,  the East bloc and under
developed countries . 

First Days - Unionbusting 

The Trib really only made news on its second day - by 
disappearing from most New York newsstands.  In true 
Buckley form, Len Saffir had launched the paper with a 
strict no-union policy for newspaper reporters , produc
tion, and delivery - he hoped. The deliverers ' union re
sponded with a j ob action against the paper that suc
ceeded in keeping it off most newsstands the second day, 
cutting severely into circulation and advertiser confi
dence. Saffir lived up to another one of his " First Day" 
column promises - "The Trib wi l l  demand a fair policy 
for labor, without self-destructive strikes,  brass knuckles 
and police clubs " - by bringing a court injunction and 
lawsuit against the union for $50 million in damages 
immediately.  In this union-busting stance, The Trib 's 
publishers were heartily seconded by their "competitor" 
Ne w York Post publisher, Rupert Murdoch. Addressing 
the Overseas Press Club in New York last week, Mur
doch had this to say about The Trib : " I ' m  more optim
istic for The Trib than most p eople I meet in the indus
try . . . .  They are using a modern technology . . . to produce a 
newspaper without union contracts . . . .  I think Mr. Saffir is 
on to an idea . . .  I think you' l l  find other people will  be fol
lowing this example if he (Saffir )  gets away with it . "  

Murdoch should know - he' s  been in a battle t o  destroy 
the newspaper unions at the Post s ince taking that paper 
over in 1976 .  Not coincidentally,  as Murdoch was congrat
ulating one Buckley brother last week, another, "Firing 
Line" television emcee William F. Buckley, won his long
standing union-busting suit against the American 
Federation of Television and Radio Artists (AFTRA) , in 
a court case overruling mandatory union membership 
requirements for that industry. 

Sa ved by the Family 

The deliverers ' action. combined with lack of adver
\ tisers, brought the Buckley-based Trib into dire financial 
straits by the end of its first week. Prospective big
money investors William Simon, Richard Scaife and 
Robert Abplanalp - all pro-Nixon Republicans - had 
quit the Board of Directors and pulled out financial 
support for the paper months earlier in a struggle over 
editorial control of the paper . Little trust could be placed 
in Len Saffir, the Buckley agent who helped run Water
gate and other British intelligence operations against the 
Nixon White House.  

Unable to swindle honest conservative layers into 
support for his enterprise, James Buckley looked else
where for bankrollers , covering up his finds as "confi
dential . "  But news of one of The Trib' s  "friends" broke 
when British press magnate Vere Harmsworth offered to 
rescue The Trib from its first week 's  financial collapse. 
Harmsworth is heir to British Lord Northcliffe ' s  nine
teenth century press empire - the same that helped 
bring Nazi Fuhrer Adolf Hitler to power and supported 
the rise of his Br,itish counterpart, fascist leader Sir 
Oswald Mosley. (Harmsworth had recently been shop
ping around for press in New York and purchased 
Esquire Magazine, from which Saffir culled some of his 
Trib writing staff. Harmsworth' s  new Esquire editor is 
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former Village Voice-Ne w York Magazine editor Clay 
Felker, and those publications are now run by " British" 
press magnate Rupert Murdoch . )  

Saffir claimed h e  would not relinquish editorial control 
and therefore turned down the purchase offer from 
Harmsworth for the Buckley fam ily offer instead. 

- Fay Sober 

u .s.  Pu b l isher Warns Aga i nst Bri t ish -Sty le Press Censorsh i p  

The publisher of the Panax newspapers , John McGoff, 
has publicly identified the National News council ,  which 
has recently s ingled out conservative U . S .  press for 
alleged media misconduct ,  as  a " British"-modelled 
press-policing agency. "I know of no cour� in the land 
which would engage in some of the prec ipitous activities 
the (National News) Council has , "  McGoff stated in an 
interview with Editor and Publisher magazine . 
Referring to the News Council ,  a self-appointed medis 
"watchdogs" agency that elects its own members from the 
" media com munity, " McGoff warned against in
troducing the Briti sh system of press censorship here . 
" F rom what l ittle I know, the British system is not 
working too well, " he quipped.  

McGoff also demanded to know " who is  behind the 

Council? " and identified a partial list of funders which 
included Institute for Policy Studies conduits , the John 
and Mary Markle Foundation ; the Twentieth Century 
Fund ; the Ford Foundation ; the American Telephone 
and Telegraph Co. ; Bethlehem Steel,  and others. 

Last year the News Council censured McGoff 's  press 
chain for criticizing the Carter White House in· a series of 
articles McGoff describes as reflecting the apprehension 
with Europeans regard the unorthodox Carter White 
House.  McGoff, who toured E urope last year, had written 
that Europeans questioned the advisability o( delegating 
the First Lady, Rosalyn Carter, to carry out diplomatic 
missions ot strategic importance such as her 1 977 trip t-t 
Latin America. 
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Your. newspaper gives you 
only part of the picture • • •  

It leaves you puzzled .. . 

No matter what news 
paper · you read, coast 
to coast - from the Wall 
Str_ Journal to the Los 
Anieles Times - at best 
you're only getting parts 
of the puzzle. And a lot of 
those parts don't even fit 
when you try to put the 
whole puzzle together. 

PRICE C H A RT 

A rea 3 months 6 months 1 yea r  

U . S . ,  Canada,  
Mexico $1 25 $225 $400 

---' -

Venezuela ,  
Colom bia , 
Cari bbean $1 40 $250 $455 

E u rope,  South 
A m e rica $1 1 5  $265 $495 

Rest of World $1 50 $280 $520 

Special bu lk  rates on req uest.  

If you don't believe us, 
thumb through a few back 
issues of the newspapers 
you read, and then com
pare with the Executive 

. Intellig.nce Reyiew . . .  ' 

Which gives you the 
facts and analysis you 
need to know? 

Isn'-t 1t time you sub
scribed to the Executive 
Intelligence Reyiew? 
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f o l l o w i n g :  
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N a m e  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

A d d ress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
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S i g n a t u re . . . . . . . . . . . . . . . . . . . . . . .  : . . . . . . . . . . . . . . . . . . . . . . . . . 

a m o u n t  e n c l osed . . . . . .  : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Make c h ecks payab l e  to : 
N ew So l idar i ty  International P ress �ervice, 
G. p . a .  Box 1 922, N ew York , .  N.Y. 1 0001 . 
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