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IN THIS WEEK'S ISSUE-

Cruise missile ... neutron bomb .. . new SALT 
swindle... as the Carter Administration 
p lunges insanely ahead with preparations for 
"limited nuclear war" . . . even the U . S .  press 
acknowledges U.S.-Soviet relations are in a 
grave crisis .  A battery of statements by the 
USSR leadership leaves no doubt how the 
Soviets will respond to continued war pro­
vocations . . .  see International Report. 

• • • 

West German Chancellor Helmut Schmidt 
will talk· tough to Carter when he visits the 
U.S. on behalf of Europe next week . . . S chm idt 
is  backing a "Rapallo" transfer ruble solution 
to increase East-West-Third World trade . . .  
according to E uropean press reports and 
confirmed by a noted U . S .  economist .  Details 
in the International Report. 

• • • 

Global monetary collapse is imminent and 
every informed banker knows it ... but Lazard 
Freres, Lehman Bros. and other Rothschild­
linked New York financial circles have their 
own incompetent solution . . .  scrap Rockefeller 
and the IMF, and put the world through a 
banking reorganization in the tradition of 
Hitler's  Finance Minister Hjalmar Schacht .. . 
see International Report. 

The same "Our Crowd" banking circles are 
pushing "the Mondale option" in Washington, 
D. C .  Our National Report itemizes the ingre­
dients of the Mondale power-play . . .  includes 
press excerpts from the wave of attacks on 
Carter policy . . .  highlights the Carter cam­
paign financing scandal in Detroit. Plus a 
piece-by-piece evaluation of the Carter no­
energy program ' s  p a s s a g e  t h r o u g h  
Congress . . . and our exclusive Washington 
Week column on activity behind the scenes . . .  

• • • 

U . S .  Labor Party Chairman Lyndon H. 
LaRouche, Jr. unveils Middle East energy 
development program . . . see Economics. For 
a report on a new technology which could 
speed power production there . . .  the floating 
nuclear plant . . .  see Energy. 

• • • 

The U . S .  dollar is dropping against every 
major European currency. . .  Productivity 
swindle in the works to shore it up at the ex­
pense of the U . S .  population . . .  U. S. Agriculture 
Secretary proposes food production cut­
backs... the economics behind the copper 
strike settlement... Carter' s "protection" 
racket run on shipping industry . . .  see 
Economics. 
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Breaking his own moratorium on Mideast 
pol icy statements , Jimmy Carter h a s  
declared the U . S .  will not allow t h e  formation 
of a Palestinian state . .. and the genoc idal 
drive to crush the PLO is on in Lebanon . Our 
Middle East report reprints Izvestia's 
scathing attack on the 'plot to g ive  the U . S .  
neocolonialist hegemony' . . .  a n d  deta ils the 
Administration's headlong rush toward Arab­
Israeli war. Also featured are unprecedented 
statements by the EEC,  Italy and the P LO 
itself, which indicate the potential for Euro­
Arab-Israeli cooperation for regional peace 
and economic develop ment . . .  

* * * 

The fall of the newly formed Ecevit govern­
m ent in Turkey could be the prelude to a re­
newed Greek-Turkish crisis o v e r  C y ­
prus . . .  earnestly sought by the Carter Adm ini­
stration and its " inside man, " Alparslan 
Turkes ... See Middle East for news analys is . . .  

* * * 

Vance throws caution to the winds . . .  begs 
China for a second front against the USSR . 
E I R  bureau chief Dan Sneider reviews the Ad­
ministration' s  Asia policy at length . . . finds 
Korean troop withdrawals, arms sales to 
Peking part of the same mad gallop toward 
U . S . -Soviet "superpower conflict, " the 
professed goal of China's foreign polic y .  Also 
featured :  first reports on the coup which 
deposed Bhutto in Pakistan. 

* * * 

Last week' s  Organization for African Unity 
meeting uneouivocally backed the p ro-social­
ist Patriotic Front against the outlaw S mith 
regime in Rhodesia . . . cutting off the opportu­
nity for a replay of the Angola civil war scen­
ario which pitted CIA-backed "liberation" 
countergangs against the M P L A .  This week ' s  
Africa report supplem ents the n e w s  with an 

EIR exclusive on the background of the 
a bortive coup in Angola .. . tracing the origins 
of the professed "pro-Soviet" conspirators to 
s i m ilar Anglo-American intelligence oper­
ations. 

* * * 

Police have occup ied Mexico's  largest 
university... and the Monterrey Group is 
rap idly pushing its "left"-" right" warfare 
toward a full IMF takeover of Mexico. For a 
dossier on the conspirators, a chronology of 
events, news analysis and statements by 
President Lopez Portillo and form e r  president 

. Echeverria . . . see Latin America. Plus a news 
break on Peru's rejection of IMF a usterity 
dem ands . . . 

* * * 

A French government split on the issue of 
nuclear power . . .  (G iscard ' s  "ecology move­
ment" wants it killed)  . . .  h ighlights the week 's  
news from Europe. Our special economic 
survey investigates Yugoslavia... assessing 
the pressure of global econo m ic cris is  . . .  and 
the weakness of decentralized planning . .  . 

* * * 

Exclusive in this week' s  Counterintel­
ligence report . . .  the fifty-year subversion of 
A m erican institutions by the F abia n  Russell 
Sage Foundation... t h e  " m o ther" o f  
m o n e t a r i s t  p ol i c y m a k i n g · a n d  s p e c i a l  
operations networks includ i n g  Carter's 
"plumbers' helpers" at the 20th C entury 
F und . . .  Plus a report on the Institute for 
Policy Studies' franchise in Canada ... 

* * * 

How the U . S .  State Department teaches 
reporters to lie . .. an insider ' s  account of a 
"background briefing" by C arter Ad­
ministration officials . . . see Press. 
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INTERNA TlONAL 

Carter Is Pushing USSR To The Brink 

The rash of U . S .  armaments and strategic posture 
dec isions announced or leaked a fter Presi dent Carter 
scotched the B-1 bomber in favor of the cruise missi le has 
drawn the heaviest denunc iations and warnings of war 
from Moscow since Carter took offi c e .  

A t  each development - the c r u i s e  m iss i le, t h e  July i 
report that a " neutron bo m b "  has a lready been tested, 
and revived talk of accelerating the MX mobile m i s s i le 
program - the Soviets snapped back a new charge that 
Washington is  hell-bent on an a r m s  race which puts a 
new SALT agreement out of the o u estion. 

Privately, Soviet offic ials  indicate that it is not merely 
the pi le-up of this hardware that alarms them, but the 
strategic posture it implies . 

The cruise m issi le  and the neutron bomb, both of 
which Secretary of Defense Harold Brown wants to 
deploy with NATO forces in E u rope, are in the Soviet 
view weapons intended for theater nuclear con­
frontation. Their priority in Ad m inistration plans s ignals 
to Moscow that the U. S .  i s  going ful l  swing into " local 
nuclear war" scenarios on several fronts .  Brown ' s  ef­
forts to sel l  Europe the cruise and neutron bomb and 
Secretary of State Vance ' s  proc l a mation of a one-Ch ina 
policy, intended to win Pekin g ' s  firm al l iance on a 
"second front" against the US S R ,  are bolstering this 
Soviet perception . At the point where the perception 
becomes an intel l igence estim ate that a " l i m ited" 

nuclear strike on the USS R  or one of its all ies i s  im­
m ediately i m m inent, then the most reliable defensive 
move under Soviet m ilitary doctrine i s  to launch a 
com bined counterforce and countervalue first strike 
against the United State s .  

Red Star, the USSR Defense Ministry d a i l y ,  published 
twin articles on July 3 to reveal j ust where Moscow is 
looking on the map .  One of them reported how Brown, at 
the recent NATO Nuclear Planning G roup meeting in 
Ottawa, b ludgeoned the E uropeans to accept the cruise 
m iss i le .  The second detailed Carte r ' s  northern Asia 
pol icy of pressuring Japan to arm , take up the regional 
slack when lJ . S .  forces in South Korea are reduced (to be 
shifted to the NATO front), and strike a formal all iance 
with China . The same day the govern m ent daily Izvestia 
warned that present U.S.  pol icies could easi ly touch off a 
world war in the Middle East  or A frica .  As Henry 
Trewhitt of the Baltimore Sun com m ented this  week that 
Soviet-American relations are at a Ill-year low, Horst 
S i ndermann, formerly Pri m e  Minister of East Germany, 
told a Leningrad meeting of Warsaw Pact nation 
parliam entarians that if the " enemies  of detente" are 
not stopped, the world i s  headed for nuclear catastrophe . 

"Dangerous Undertakings" 
The rapid succession of Moscow ' s  statements in the 

past week is  a grave record of how the Soviets are being 

Soviet Delegate: U.S. Forces Step Backwards At Belgrade 

Yulii  Vorontsov, head of the Soviet delegation at 
the present agenda talks for th i s  fal l ' s  Belgrade 
sess ion of the Conference on Security and Cooper­
ation in Europe (CSCE ) ,  told a p lenary m eeting of 
the talks July 6 that " certain Western countries" 
had forced a step back wards in the del iberation. 
That afternoon, Vorontsov ' s  deputy Sharkov 
convened a press conference to s ingle  out the 
Un ited States, not the W e s tern E uropean 
delegations, as the gui lty party . A revised Soviet 
a genda proposal had been rej ected, as  the U . S. 
team insi sted on its p lan to provide for a full review 
of purported "human rights" violations in the past 
two years . 

According to reports in the West G erman press, 
members of the U . S .  group exploded in fury at the 
West E uropeans - especial ly  Bonn ' s  represent­
atives - for not going along w ith Washington' s  
ins istence o n  j eopardiz ing the CSCE with the 
" human rights " ploy.  Bonn is " too susceptible to 

Soviet arguments , "  a C arter envoy reportedly 
complained. 

On July 7,  a meeting in  Leningrad of parliament­
arians from Warsaw Pact member nations con­
cluded w ith an open cal l  to the parl iam ents of all  
CSCE s ignatories .  I t  urged struggle for dis­
armam ent, for preventing a new world war,  and for 
broad economic and sc ientific cooperation . All of 
these tasks are vitally necessary for every nation, 
said the statement. 

More than one speaker in Leningrad urged that 
the Belgrade agenda talks get the show on the road, 
s ince dickering there is delaying discussion on 
these priority topics .  The Financial Times of 
London, however, has reported rumors among 
delegates at Belgrade that the m eeting may be 
adjourned for the summer without agreem ent on an 
agenda for the autumn foreign m i nisters'  con­
ference. 

INTERNATIONAL 1 

I 



pushed to the brink . 
Sunday, July .1: In Pravda 's a uthoritative weekly 

review column,  Oleg Skalkin reported Carter's dec is ion 
on the B-1 bomber as a go-ahead for the cruise m i s s i le 
and a m ere suspension of the bo m ber. S i nce the cruise 
had already been a m ajor b lock i n  S ALT, Skalkin asked, 
"Is the United States not deliberatel y  trying to aggravate 
the difficulties in reaching a new Soviet-Am erican 
strategic offensive arms l i m itation agree m ent? " Skalkin 
dispensed with every phony c l a i m  that Moscow has 
entered a negotiating p rocess based on Carter's SALT 
p roposals : " The course of events s ince S ec retary of State 
Cyrus Vance ' s  visit to Moscow ( i n  March) has un­
fortunately only deepened doubts as to the s incerity of 
the A merican administration on this cardinal o uestion." 

Tuesday, July 5: When U.S.  A m bassador to Moscow 
Malcom Toon reouested a m eeting a fter he was barred 
from making a Fourth of July " h u m an rights" speech on 
Soviet TV, he was recieved for nearly two hours by 
President Brezhnev. Brezhnev handed Toon a letter for 
Ji m m y  Carter, the gist  of which w a s  released - in the 
style of open diplomacy - by the S oviet press agency 
TASS. B rezhnev blamed Carter for persistently seek i ng 
unilateral advantages under a S A LT accord, c iting the 
cruise m issi le  decis ion. 

Thursday, July 7: News media in the U . S .  c ited 
Congressional sources in confirmation of reports that the 
"neutron bom b , "  a warhead designed to ki l l  people by 

radiation with little dam age to bui ldings ,  has already 
been tested in Nevada . In the late afternoon, TASS 
charged that every arms dec is ion taken by the U . S .  
governm ent has obstructed SALT. W ith reference t o  the 
neutron bomb,  the cruise ,  the Trident subm arine , and the 
B-1 bomber,  TAS S comm ented that the U. S .  is apparently 
seek ing some " i llusory m i l itary advantage" over the 
Soviet Union - " a  trem endous undertaking." 

Friday, July 8:  An East German radio broadcast 
o uoted " political observers" of the opinion that the U.S . 
wi l l  deploy the MX mobile m i ss i le  for a first strike on the 
l;S S R .  (Comm ittee on the Present Danger leader Paul 
Nitze is  urging that the MX i s  preferable  to Carter' s  too 
l ight-handed cruise and Trident sub m arine programs .)  

Strategic Pandemonium 
With the initial shock of Carter's B -1 and cruise m issile 

announcem ent, pandemonium broke loose in  the U . S .  
Exchanges o n  op-ed pages around t h e  country bore some 
resemblance to a debate on nuc lear strategy,  yet since 
the diverse monetarist factions here converge on a war 
confrontation course despite their brawling ( see 
National R eport), the o uestion would seem to be only 
how soon we stumble into war. The Washington Post 
publi shed a wi ld-eyed refutation hy Stephen Rosenfeld of 
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Harvard Professor R ichard Pipes '  June Commentary 
feature on the Soviet war-fighting posture. Pipes,  though 
profess ing himself  an opponent of " utopian" m i l itary 
thinking and adduc ing the irrefutab l e  testimony of Soviet 
generals that they are Clausewitzians,  advocates a 
p urely utopian program for thi s  country : an arms 
buildup, more accurate m iss i les ,  c iv i l  defense con­
struction, etc . E ven Genera l  Keegan, the retired Air 
Force officer with a superior appreciation of Soviet 
technological advances and their m il itary implications , 
appeared on the pages of the Ne w York Times, only to 
lament that the cruise miss i le  wi l l  not be carried by the 
B-1 bomber.  

Carter and members of his  i m m ediate entourage, such 
as press secretary Jody Powell  and S A LT negotiator 
Paul Warnke ,  shredded their  threadbare credibility with 
the astounding prediction that deploying the cruise and 
the neutron bom b will not effect S A LT! Defying the 
uneo uivocal wires from Moscow, Warnke then told the 
Boston Globe July 7 that the B-1 bomber was dropped in 
order to bargain " reciprocal" reductions from the 
Soviets . 

Warnke ' s  b luff was exceeded only b y  the incredible 
Presidential R eview Memo No. 10 (PRM-IO), an "op­
t im istic " strategic posture weeded out of a stack of 200 
so-called posture packages by a taskforce of Brown , 
Vance ,  National Security Counci l  head Zbigniew Brzezin­
s k i ,  Vice President Walter Mondale,  and CIA director 
Stansfield Turner, with inspiration from Brzezinski ' s  
p rotege Samuel Huntington of Harvard. PRM-IO, an­
nounced July 8, proclaims the dawn of " E ra Two , "  a new 
age in which the Cold War and detente wi l l  proceed in 
i m agined complementarity. 

On Day One of Era Two, however, columnists Evans 
and Novak reported quiet Carter moves towards 
fighting a nuclear war in E urope,  which wi l l  tend to bring 
curtains down on the new age very soon . Carter has 
appointed former Vietnam pacification director Robert 
Komer to ass ist Harold Brown in strong-arming Western 
Europe into accepting a NATO build-up and stan­
dardi zation of weapons.  Komer ' s  job is to " surmount 
Western European inertia" - the staunch opposition to 
these m easures from the NATO all ies.  

West German Chancellor Helm ut Schm idt, arriving 
thi s  week in Washington as the spokesman for European 
oppos ition to Carter across the board , wi l l  reportedly 
have a plan for advancing the C entral European troop 
cut ta lks ( MBFR). If European " i nertia " ( sanity) is 
surmounted by Harold Brown' s  new tea m ,  and NATO 
acouiesces to the cruise, the neutron bom b ,  etc., then the 
M B F R  wil l  go the way of S A LT .  

-Rachel Berthoff 

• 

• 

• 



• 

Schmidt-Carter Showdown Predicted 

West German Chancellor Sch m i dt ,  arriving in Wash­
ington on July 13 as offic ial  spokes m a n  of the European 
Economic Com m unity, is expected to engage in a full­
scale showdown with President Carter over the U. S .  
Administration ' s  bel l igerent and p rovocatory policies 
toward the Soviet Union . According to a l l  reports E urope 
has given detente num ber one priority as an inter­
national issue.  Not only do the " West E uropeans in 
general favor a more o uiet approach" to the Soviets , as 
the Ne w York Tim es chose to put i t  on .J uly 7, but present­
ly Schm idt and Italian Premier An dreotti are embarked 
on an unprecedented wave of bold East-West-Third 
World economic cooperation deals in opposition to Car­
ter 's  drive for war. 

A broad series of Soviet proposals are now under dis­
cussion for West E uropean partic ipation, centering 
around nuc lear and foss i l  fuel energy develop ment, as 
well as industrialization of the raw-m aterials  rich 
S iberian region . Scant news tri c k l ing into U.S. political 
ouarters about these proposed arrange m ents which also 
include European efforts to attract  Arab petrodollar 
financing,  has provoked hysteria and d isbelief,  especi­
al ly in lower Manhattan financi a l  c irc les .  Earlier this 
week, a Wall  Street spokes man frantical ly insi sted in an 
interview that the West Germans d idn't have the fin­
ancial muscle,  nor the arctic technology to pull  these 

arrangem ents off, at the same t i m e  that he conceded that 
West German industrialists were thirsting to get them 
underway. 

On July �, Schm idt openly threw his  weight behind 
these efforts in a groundbreaking i nterview w ith the Hun­
garian newspaper Nepsza ba dsag. Asserting that for 
E urope,  the course " i s  set for detente , "  the Chancellor 
called upon the Soviet B loc ' s  econom ic al l iance, the 
C MEA, to create "a new c o m m on currency system with 
overal l  convertibi l ity" to enable " an expans ion in East­
West trade . "  Although West German accounts of the 
interview do not c larify what S c h m i dt m eant by "conver­
ti b i l ity, " Professor Robert Triffin ,  a leading inter­
national econom ist,  insisted in an interview last week 
that Schm idt meant a transferabl e  ruble ,  and not a ruble 
convertible with the U . S .  dollar.  

Additional evidence that S c h m idt i s  indeed throwing 
his weight behind an anti-dol lar T-Ruble came during 
two days of talks between the Chancel lor and Hungarian 
party chief Janos Kadar in Bonn Jul y  5-6. At a d inner for 
Kadar on July 5, Schm idt reiterated a standing West Ger­
man offer to the Soviet Union to become a full participant 
in  the North-South dialogue between industrialized and 
develop ing countries .  S ignificantly,  he added that the 
best  forum for achieving thi s  partic ipation would be the 
E uropean-w ide conference on energy and environmental 

Economist Triffin Sees 'Europa' As 

Basis For European Use Of Transfer Ruble 

The following is an excerpt of an in tervie w with 
Yale economist Robert Triffin by the EIR on July 5. 

Triffin participa ted in drafting the genocidal RIO 
report by the Club of Rome. 

. 
Q: West German Chancellor S c h m idt has recently 
cal led for implem entation of the Soviet transfer 
ruble as a basis for increased E ast-West trade. It is  
curious that Schmidt referred to " convertible" 
ruble ,  although the Soviets have been o uite explicit  
that they are not propos ing converti b i l ity at al l. In 
other words,  the Soviet proposal is for use of the • 
transfer ruble to be tied to real develop ment pro­
j ects and wil l  not perm it it to be used for specu­
lation. 
A: Actual ly ,  Mr . Schm idt is wel l  a ware of the 
d ifference between a transfer ruble and convert­
ib il ity and could not possibly have had the latter in 
m ind.  Mr . Schm idt knows the Soviets would never 
accept it .  There is  a great deal of interest in  trans­
ferabi l ity especial ly among the Hungarians and the 

Poles . The Germans do want a transfer ruble and 
Schm idt' s statem ent is an indication of an opening 
very beneficial  to everyone concerned .  

0 :  Corriere della Sera recently indicated that the 
Europeans are again discussing the " E uropa" .  Are 
you aware of th i s ?  
A: Yes,  they s e e  the "Europa" a s  t h e  way t o  s e t  up 
arrangem ents with the Soviets , to trade on a more 
balanced and rational basi s .  There was a meeting 
in  Rome June 17-18 where (Italian Treasury 
Minister )  Stam mati , ( French Pres ident) G iscard 
and Magnifico of the Bank of Italy endorsed the 
idea. It would have a gold backing; the Italians in 
particular  are ins isting that their gold reserves be 
used. Ind ications now are that a s  part of the deal ,  
Eurodollar deposits would be outlawed in favor of  
" E uropa" depos its . The " Europa" is  seen,  es­
pecial ly  b y  the Germans , a s  the way to get a joint 
European currency which would remove E urope' s  
dependence o n  the dollar. 

Q: Who in Europe is  working out the detai ls  of the 
" E uropa ? "  
A: I support the transfer ruble ( s i c),  Lord Cromer 
certainly does ,  Baron Lam bert my good friend is  in 
favor of it. Tindemans,  Magnifico ,  yes. I s uppose 
Ham bros and Jeremy Morse at Lloyds do too. 
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prob lems, proposed by Soviet President Brezhnev. 
In his  Nepsza badsag interview, S c h m i dt also praised 

Kadar as " one of the most gifted polit ic ians in E urope 
( who ) is  look ing into the future." The Soviets recipro­
cated Schmidt's overtures in an interview by Polish 
Party chairman Edward G ierek in West Germany' s. 
Social Democratic Party weekly, Von'taerts. Here, 
Gierek emphasized the standing offer of the CMEA for 
the convening of " bloc-to-bloc " negotiations on economic 
cooperation with the E E C .  

Finance and Energy 
The confrontation between Western E urope and 

Washington is  peaking around two related economic 
problem s .  E xpanding E a st-West trade and related tri­
angular deals with develop ing cOllntries i m m ediately 
poses the urgent problem of creating new international 
financial  institutions not under U.S. dollar control .  
Secondly. as  a key component to its growing comm it­
m ent to long-term industr ial ization, E u rope is  formu­
lating p lans for new energy resources.  In their  total ity, 
the energy plans being i m p l e m ented by both East and 
West constitute an integrated progra m for Europe from 
the Atlantic to the Ura ls, and enta i l  definite efforts to bust 
up Washington ' s  internationa l uran i u m  and nuclear fuels  
cartel .  

On July 5, Schm idt a n d  French President G iscard 
s igned a treaty creating a joint nuclear energy corpor­
ation for manufacturing and exportin g fast breeder react­
tors . Italy, Belgium and Holland w i l l  partic ipate in the 
agreem ent as j unior partners. Le Ma tin de Paris reports 
that the Soviet Union " look s favorably upon" the con­
tract. During the recent su m m it meeting between 
G i scard and Soviet leader Brezhnev,  detai led discussions 
were held between energy spec i a l ists from both coun­
tries on technical  collaboration on fast breeder develop­
ment. French m edia reported the talks as striving for the 
creation of "an ato m i c  E urope . "  

On July 8, a team of Soviet nuclear experts arrived in 
Bonn for discuss ions with nuclear energy related corpor­
ations . Moreover, intense disp utes are presently oc­
curring within the EEC energy co m m i s s ion to persuade 
Britain to give its backing to a n  E E C  thermonuclear 
fusion progra m .  

The total o f  Soviet energy cooperation offers to 
Western E urope was detai led on July (i by West Ger­
m any ' s  industrial  dai ly Handelsbla tt. At the Belgrade 
E uropean Security and Cooperation consultations, ac­
cording to this  journal, the Soviets have been pressuring 
the EEC countries to approve the convocation of a " bloc­
to-b loc " conference which would del i berate on plans for 
Western E uropean partic ipation in the internal Soviet 
bloc 1981-90 energy expansion program, which en­
compasses the Soviets ' com m itm ent to rapid develop­
m ent of internal foss i l  fuel resources. As Handelsbla tt 
indicated, the effect of the program would be to order 
E uropean energy suppl ies and fac i l it ies, down to 
regional and sub-regional levels of consu mption, under 
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one growth plan.  
The energy proj ects underline the necessity for a ouick 

resolution of E urope's  financial  i l ls .  An informed New 
York investment bank source has reported rumors that 
Kuwaiti financial interests are seeking to funnel between 
$1 and 2 b i l l ion into S iberian agriculture and industry, in 
deals with West German partic ipation . 

Political analysts in New York and Washington last 
week adm itted they had received reports the West (}er­
mans may soon give the Soviet U n ion a " grace period" 
or "even a debt moratoriu m "  on its outstanding debt to 
West German banks . 

These rumors were substantiated b y  an unusual article 
which appeared July 2 in  the West German daily Frank­
furter Rundscha u. Across a full  p age, the R undschau 
s ang praises to the S i berian developm ent proj ect, high­
lighting an interview with Walter Hesselbach, executive 
of the trade union owned Bank fuer Gemeinwirtschaft .  
Hesselbach asserted, "The fears of banks that the 
Soviets would ruin our capital m arkets are completely 
unj ustified .. .  the interest of the Soviets is  to get tech­
nological  know-how . "  An econo m i c  depress ion in the 
west, he added, is not in the Soviets ' interests because it 
injures detente . 

An additional feature of the del iberations on creating 
new financ ial  institutions is d iscuss ion within the EEC of 
reorganizing domestic finances and dollar-denom inated 
debt structures .  This discussion is being conducted 
publ ic ly  in Italy, where the leading financial  daily Il 

Fiorino cal led for a moratorium last  week on debts of 
s m all-sized industries . R eporting on a conference of 
s m a l l  industrialists in Rome, Il Fiorino challenged the 
Ita lian Com munist Party platform for " debt consoli­
dation, " and demanded : " We m ust speak c learly. Debt 
consol idation does not m ean anything.  We must say 
whether or not we want to pay our debts . After that,  we 
w i l l  know where we stand . "  

I m portantly ,  Italy 's  Andreotti has fir m l y  rej ected the 
pos s i b i l ity open to European financia l  o uarters of break­
i ng w ith the dollar only to i m p l e m ent a E uropean-con­
trolled. " independent" austerity regimen on the conti­
nent.  Andreott i ' s  firm rej ection of this approach was 
voiced in an interview in I ta l y ' s  Il Giornale with Cassa di 
R isparmio chief Dell ' Amore, an unoffic ia l  spokesman 
for the Premier. Dell 'Amore denounced the suggestion, 
put forward by London Rothschi ld-based interests and 
supported by Italian Central Bank director Magnifico, 
that Europe break from the dollar by creating a new 
c urrency, the "E uropa . "  D e l l  'Amore answered that 
creation of a new currency pese is  " neither necessary 
nor suffic ient . "  What is needed instead is  a European 

central bankers ' bank which would pool E uropean gold 

and hard currency reserve s .  In contrast to the "Europa" 
austerity scheme, this  bank - through treaties linking it 

to a Com econ currenc y as  proposed b y  Schm idt - could 

finance trade expansion and internal economic develop­

m ent. 
- Renee Sigerson 



International Monetary Collapse 

Fuels Rockefeller-Rothschild Warfare 
A consensus has em erged a m ong al l  informed 

Washington c ircles within the last few weeks that the 
collapse of David Rockefel ler ' s  financial  holdings, led by 
the notoriously mismanaged Chase Manhattan Bank, i s  
not only  inevitable, but  i s  now also imminent. Thi s  
real ization h a s  precipitated o n e  of t h e  most ruthless -
and most important - factional battles yet seen over the 
cruc ial  questions of how, when, and by whom the in­
ternational monetary system will b e  reconstructed . 

At this  point, there are bas ical ly  three principal con­
tending options up for consideration in the USA .  

O n e  is  the U . S .  Labor Party ' s  proposal for establishing 
a Ham iltonian Third Nationa l Bank of the United States .  
Only this  option - in conj unction w ith the  Labor Party' s  
broader Internationa l Developm ent Bank perspective -
offers a competent m eans for extricating the world 
econom y  from its current mess  and p utting it on the road 
toward rapid economic recovery and expansion. 

The second proposal  is  the so-cal led F INE (F inancial  
Institutions and the National E conomy) proposal 
developed by Fabian fascist  Congre s s m an Henry Reuss . 
This " banking reorganization" alternative has a global 
counterpart that specifies replacing the International 
Monetary Fund with a beefed-up World Bank as the 
financ ial  enforc er of labor- intensive " develop ment" 
program s  for the' Third World .  Both plans are favored by 
Rothschild-linked "Our Crowd " New York investment 
banking firms of K uhn Loe b ,  Lazard Frere s ,  Lehman 
Bros . and their network s .  That gang wants Rockefeller 
out of the picture to save their own financial  hides - so 
they can impose their own, equally incompetent brand of 
monetarist austerity . 

A third option is represented b y  the so-cal led Unified 
Bi l l  being pushed by Congressional conservatives . This  
proposal seeks the benefits of large cap ital investment 
and high technology econo m i c  growth secured by the 
Labor Party' s  Third National Bank plan. But because it 
would operate within the overal l  framework of the 
monetarists ' debt structure, it  too would lead to mass ive 
austerity - and leave the monetar ists in control. 

Get David Rockefeller 
While the "Our Crowd " bankers have been con­

templating dumping the Rockefe l lers for some t ime, the 
looming col lapse of Chase Manhattan has spurred them 
into a maj or campaign to finish David off for good . Us ing 
the scandals of the Rockefellers ' involvement in the New 
York City financ ial  crisis  and their huge amount of bad 
loans to the Third World as a pretext, the " Our Crowd" 
gang is stumping for Reuss ' s  sweeping reorgani zation of 
the U . S .  banking system and international lending in­
stitutions. 

This " anti-Rockefeller" operation broke out into the 
open June 25, when Lazard Frere s '  friends at the 
Washington Post gave prom inent coverage to a report 

" exposing" the already widely known fact that many 
Third World countries are on the verge of defaulting on 
their debts to New York com m ercial  banks.  The report 
was authored by Harvey Wachtel of the Transnational 
Institute, an offshoot of the notorious "New Left" 
Washington think tank, the Institute for Policy Studies, 
the pr ime controllers of international terroris m .  

In a n  interview with this n e w s  service, Wachtel in­
dicated that the aim of his report was to get the Reuss 
F INE banking reorganization scheme off the ground . 
Volunteer ing  that " R e u s s  h a s  a p rofound un­
derstanding" of the measures that need to be taken to 
m aintain non-Rockefel ler, monetarist control over the 
international monetary system, Wachtel said that the 
Congressman's  " F INE . . .  is what has to be done . What 
the F INE study goes into is  the trem endous un­
derregu lation of the New York bank s .  Look at their 
Caribbean off-shore operations .  Nobody regulates it, 
nobody knows what ' s  going on down there . . . .  " 

Parallel ing Wachte l ' s  attack, a House Banking Sub­
comm ittee staffer explained plans for forc ing the In­
ternational Monetary Fund to borrow m oney on the open 
money markets - a maneuver that would force the New 
York banks to perform their own bai lout operation . When 
the New York banks fa iled to generate the necessary 
c redit, the E urodollar m arket would col lapse: sup­
porters of thi s  scheme reportedly include John K ervisher 
of the Bank of England, Kennedy Adm inistration 
econom ist Peter Kennan ( now at Princeton) and form er 
Brooki ngs Institution staff m e m ber Robert Soloman, 
presently in the Monetary Affairs Divis ion of the U . S .  
Treasury Department. 

An aide to Congressman Michael Harrington (D-Mass) 
took this scheme a step further . S ince the IMF ' s  role is 
exclusively that of a bai l-out mechanism, he said, "with 
no credits for develop ment, " provided, its operations 
should "be transferred to the World Bank ." Robert 
McNamara would then resu m e  h i s  role as chief overseer 
of s lave labor in the underdeveloped sector.  The aide 
s ingled out the recent appointment of former Secretary 
of State Henry K iss inger to advise Chase Manhattan' s  
International Operations Divi s ions as a particularly 
" scandalous" aspect of the New York bank ' s  dealings, 
and promi sed that congress ional hearings will be held 
within the next month to " raise  consc iousness" of the 
Rockefeller fa mi ly  operations .  

The barrage of attacks on R6ckefeller continued with a 
laudatory review in the New York Times by neo­
K e ynesian econom ist John Kenneth Galbraith of a newly 
publ ished book : The Abuse of Power: The Perma nent 

Government and the Fall of New York. Coauthored by 
Village Voice "new left" reporter Jack Newfield and 
Paul  Du Brul, the book, which G a lbraith says " could be 
the best piece of urban j ournalism since Lincoln Stef­
fens , "  attacks the " permanent governm ent" of bankers 
Oed by David Rockefeller) and " b i g  real estate owners " 
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Tra nsnationa l Institute Proposes 'Austerity' And 'Human Rights' 

Harvey Wachtel, econom ics advisor for the Insti­
tute for Policy StIJdies-linked Transna tional Insti­
tute, recen tly published a study on the.· sta te of 
Third World debt. Wach tel stressed tha t the Third 
World na tions are una ble no w to m eet their debt 
obliga tions and are supposedly calling for commo­
dity indexa tion to help meet tha t  demand. Wachtel, 
whose study warned tha t repressive m easures were 
needed to force debt repaym en t, was concerned 
tha t  this be done without "ha ving an impact on hu­

man rights, "which would be opposed by wha t  he 
calls "isola tionist" or conserva tive opponents to 
such a plan. 

. 0: I heard about your new study and am wondering 
if  the s ituation you describe w i l l  result  in defaults . . . 
A: Probably not default . . .  yes, there' s  a threat of 
default, but it won't  be default . . . .  l think that the 
threat will probably p rovoke more lending b y  the 
International Monetary F und to these countries . Of 
course, that lending will  have strict conditions .  
Those conditions wil l demand austerity and wi l l  
have an enormous effect on your internal political 
structures .  You know, l ike increasing repress ion, 
lack of human rights . The U.S . governm ent wi l l  
give the increased funding to the International 
Monetary Fund and that m oney w i l l  be  paid by the 
Third World countries right back to the New York 
banks . It won ' t  be a direct bai l-out . . . the adm ini­
stration will launder the money,  to use a Watergate 
term, through the I M F  . . . 

0: That' s  an interesting use of the term Watergate, 
especial ly in l ight of the well-known composition of 
the Carter Administration . . .  you know, the Tri­
lateral Com m i s s ion, David Rockefeller . . .  
A: Oh, yes ,  yes, I know what you m ean.  

which has taken over New York City  and i m plemented 
massive budget cuts to ensure that the city does not 
default on its loans. 

The biggest public bombshel l  so fa r though, is  a brutal 
attack on David Rockefeller's incompetent management 
of Chase Manhattan, appearing iri the July issue of 
Fortune magazine. Noting that Chase ' s  " operating 
problems have at tim es been terri b l e ,  the quality of its 
loan portfolio exceptionally weak, and its financ ial  
performance . . . inferior, " the article threatens to 
precipitate a fu ll  scale run on Chase M anhattan or at the 
least a move t() dump David Rockefel ler, whom the ar­
ticle charges has " flunked " as  Cha irman of the Board. 

Government Investigations 
E ven more direct moves again st the Rockefel ler in­

terests are a lready afoot . Parallel  investigations into the 
New York banks '  dumping of city sec urities in 1974-75 are 

6 I NTE R N ATION A L  

Q: Who is  beginning to  understand these ideas in  
Congress?  
A :  Oh,  wel l. ( R ep.) Tom Harkins ( D-Iowa) . . .  (Rep .  
T o b y )  Moffett  ( D - M a s sl. . .  ( R e p .  M i c h a e l) 
Harrington's  (D-Mass) beginning to figure this  
out . . .  ( Senators) Abourezk and M cGovern (D­
S : D :  . . .  and (Sen.) Frank Church ( D -Idaho) and his 
aide Jerry Levinson . Oh yes ,  and (Rep .)  Henry 
R euss (D-Cal). Reuss has a p rofound under­
standing of thi s .  Are you famil iar  with his F inancial 
Institutions and the National E cono m y  study 
( F I NE)? 

0: Yes . . .  is that what you think should be done? 
A: Yes.  What the FINE study goes into is the tre­
m endous underregulation of the New York banks 
(Wachtel gives description of off-shore banking in 
the Caribbean . L.Nobody regulates it, nobody 
knows what ' s  going on out there.  

0: What i f  the Th ird World actua l l y  de­
faults .. . aren' t  the F INE reco m mendations too late 
then? 
A: They're not going to default . . .  i f  it ever came 
c lose to that the New York banks would be able to 
pressure the necessary re-financing through the 
IMF .  

0: D o  you real ly think they can get that through 
Congress?  
A :  Well ,  it ' s true there ' s  a lot  of isolationist senti­
m ent growing, but I st i l l  think they ' l l  be able to 
push it through . . . I think you should read m y  
study . . .  There ' s  a chapter in there where I compare 
what the banks have done to Peru to what they've 
done in New York C ity . .  . It ' s  i m p ortant to realize 
that what we want to do i s  fight very hard to make 
sure that these lending conditions do not lead to reo 
p ress ion or have an impact on human rights . . .  

being conducted b y  the Securities and Exchange Com­
m i s s ion and the New York State Legis lature ' s  
Legis lative Oversight Com m ittee. L a s t  week, the of­
ficers of four lower Manhattan banks - Chase 
Manhattan, Citibank, Bankers Trust, and Morgan 
G uarantee - opened themselves up to possible contempt 
citations, court action and j ai l ing by refusing to comply 
with a subpoena requiring them to submit  documents 
concerning the securities dumping investigation . The 
SEC wil l  issue a comprehensive report on the " financial 
im proprieti es"  of the New York c ity cris is  which is ex­
pected to provide further m o mentum to the "Get 
Rockefeller" drive . 

On the other conservative s ide of the fence,  where 

sentim ent against bail ing out the bankrupt Rockefel lers 
. i s  far stronger, a counter to the Fabian F INE proposal 

has surfaced in the form of three bil ls  going under the 
joint title,  "A Unified B i ll to Dec lare a National Policy on 



Investment in the Private Sector . "  Though superficially 
more rational than the "Our Crowd" proposals, because 
it contains a heavy emphasis on increasing private 
sector investment in capital develop ment and high 
technology, the " Unified B i l l "  betrays the fact that it  is 
operating within the fra mework of maintaining the 
overal l  monetarist debt structure when it  goes into the 
question of how thi s  developm ent p rogram is to be 
financed : " Improvem ent in p lant and equipment and the 
financial resources for working cap ital are affordable 
only from savings. Namely that part of income which 
citizens and their private enterprise decide to put to work 
for future benefits rather than their being directly 
presently consumed . "  In this  context " savings " means 
workers ' pension funds and bank a ccounts and points the 
way toward the kind of looting typified by Hitler ' s  
" People 's  Car" swindle - though such plans are  not 
spelled out in the Unified Bi l l  itself .  

The Rothschild forces ' " solution" to the monetary 
crisis is even more oriented toward austerity. Galbraith, 
the great defender of New York City against the 
depredations of David Rockefeller and his  fel low 
bankers, is  an outspoken proponent of wage controls . In 
the same spirit, Wachtel told a reporter that while a 
federal bai lout of the New York banks in the face of a 

Third World default was inevitable ,  repressive measures 
would have to be instituted in these countries to enforce 
debt repayment . "What we want to do, " Wachtel com­
m ented. " i s  to see that these lending conditions don't 
have an i mpact on human rights." 

The FINE proposal, m eanwhile, consolidates control 
over the economy into the hands of the " Our Crowd" 
investm ent bankers. wiping out the regional banks - the 
main source of credit for agriculture and i ndustry - in 
the p rocess . 

The real danger in this s ituation is that the basically 
anti-monetarist Whig forces in  the U.S . will  continue to 
a l low themselves to be bound b y  the monetarist rules of 
the game. While dead set against a taxpayers '  bailout of 
Wall  Street, as the recent House vote j udoing "human 
rights " to prevent U . S .  funds from going to the IMF and 
World Bank indicates, conservative forces have not yet 
ful ly  accepted the immediate need for j unking the entire 
m onetarist debt structure. and going with the "American 
S ystem " perspective embodied in  the U S L P ' s  Third 
National Bank proposal .  Though the Labor Party' s  
p rogra m is being widely and intensively discussed i n  
Washington and other power c enters. Whig layers are 
st i l l  vulnerable to being suckered by such schemes as the 
" Unified Bil l . "  

I N T E R N ATIONAL 7 



NATIONAL 

Carter Under Fire; ,Mondale 

Grabs For Power 
Thi s  week Washington witnessed a sharp escalation of 

the see-saw battle between the Rockefeller and 
Rothschild financial  empires  for control over the White 
House policy making apparatu s .  While  J i m m y  Carter 
and his Rockefeller-Trilateral C o m m i s s ion patrons came 
under increasing attack for " not taking the steps 
necessary to avert disaster" at home or abroad, Vice 
President " F ritz" Mondale,  backed by Hubert Hum­
phrey's congressional c l iaue and " Our Crowd" Jewish 
investment houses i n  New York, engaged in a major 
power play to j udo a s w e e p i n g  White Hous e  
reorganization plan t o  h i s  own advantage . The plan,  
released July 6, recom m ends c utting the President's 
White House staff by 30 percent whi le  leaving the Vice­
Pres ident's staff intact. 

Other sign ificant features of the reorganization 
proposal inc lude depriving ,former Trilateral Com­
m iss ion executive director and National Security Ad­
visor Zbigniew Brzezinski  of control over domestic 
National Security Counci l  operations . Instead, White 
House domestic pol icy  counselor Stu E izenstadt, a for­
mer aide to both Mondale and Humphrey, would head up 
a parallel NSC for dom estic affa irs. euphem istically 
called a "policy staff management system . "  This would 
emulate the functioning of the N S C ,  including preparing 
" Presidential Review Memos" to influence Presidential 
policy m aking.  

Although both monetarist  factions generally agree on a 
short-term war perspective ,  at stak e in their fight is tens 
of b i ll ions of dollars in the next F ederal governm ent 
budget deficit ,  a s lew of

' 
s lave labor and workfare 

program s  concocted by Mondal e  and Humphrey, and 
hundreds of b i l l ions of dollars in pens ion funds .  As a 
result of thi s  fal l ing out among thieves,  the New York 
banking factions are ripping each other apart . 

Beginning July 4 the Rothschilds declared their in­
dependence from their one-ti m e  a l l iance w ith the Rocke­
fellers in  a syndicated column by Jack Anderson, 
which warned that Carter's pol ic ies  were leading to 
" social  upheaval and revolution . "  I rate over David 
Rockefel ler 's  demands to be bailed out first at the ex­
pense of other financ ial  factions ,  Anderson targeted " the 
new decis ion-makers i n  the White House, influenced as 
they have been b y  the Rockefeller-sponsored Trilateral 
Com m i s s ion, (which)  are bai l ing out the bank s .  One of 
the b iggest, of course ,  is the Rockefel ler-controlled 
Chase Manhattan Bank. " S ubseo uentattacks emanating 
from the same circles blasted Carterf..()r wrecking East­
West detente , promoting regiona l confJi;lt; aQd

'
r;epaying 

old campaign debts w ith Presidential favor
'
s.. , 

Mondale o uickly took advantage of the bui lding Car­
tergate c l imate to make his move.  The effects of h is  

proposed White House reorganization, ostensibly the 
work of Office of Management and Budget director Bert 
Lance according to the New York Times and Washington 

Post, are already being evidenced by a sharp Ad­
m i n istration shift in course over the last few days toward 
endorsement of the entire array of New Deal social  
fas c i st pol icies favored b y  Mondale, Hum phrey, and the 
R othschi lds . Thi s  week, the A d m inistration officially 
announced that i t  wi l l  not keep the l id  on welfare spen­
ding costs , and that i t  w i l l  give big tax breaks to low and' 
m iddle income famil ies ,  both pol icy reversals credited to 
the inside lobbying of the Vice President.  In a speech in 
M inneapol is  this week , Mondale personally defended 
Congress ional appropriations for Health, E ducation and 
Welfare which exceed levels that C arter, on the advice of 
Lance ,  has threatened to veto. Mondale has also 
publ ic ly  announced that the Administration would go 
along with an increase of $1.5 b i l l ion in  federal education 
spending,  a ful l  half-bi l l ion over the level which Carter 
heretofore favored. 

R othsch ild press conduits are grinding out copy on 
Mondale des igned to give h i m  a high profi le and win 
publ ic  acceptance for h is  stepping in  to f i l l  Carter' s  
Pres idential shoes .  The Ju ly 7 Christian Science Monitor 

carried an exc lusive interview w ith White House legal 
counsel Robert

' 
Lipshutz stating that Carter has 

delegated to Mondale " the final s ign-off in three or four" 
substantive policy area s .  Headlined " Mondale Wins 
More Leeway, " the interview also o uoted Lipshutz 
emphas izing Carter increasingly  i s  " leaning on" his  
num ber two man, that Mondale " rel ieves h im (Carter) 
in, a nu m ber of substantive ways . "  The interviewer 
concluded;. " The Lipshutz disclosures show how i m ­
portant the Vice-President has b e c o m e  not only i n  ad­
vis ing Mr. Carter on the whole range of domestic and 
foreign policy issues - and also in  easing his executive 
load . . .  " , 
'
. F urther evidence of the Mondal� faction' s  tightened 

hold over the Ad ministration emerged this  week with the 
appointments of several former H u m phrey and Kennedy 
a ides to i m portant ambassadoria l  posts: B i l l  Vanden 
Heuvel as U.S . A m bassador to the United Nations in 
Geneva; Lewis Lerner as  A m b a ssador to Norway: Leon 

. Kai ser as Ambassador to Hungary; and Adrian Fisher, 
an " Our Crowd" insider, a s  'Ambassador to the D isar­
mam ent Conference .  The Mondale-Hum phrey power 
play asserted itself even more daringly with the ap­
pointment of Charles R uff as Deputy Inspector General 
of. Health, Education and Welfare (HEW). Ruff was 
nam ed several  weeks ago as  a m e m ber of the "Mondale 
gang of four" conspira,cy to us urp power by one-time 
Nixon al ly Wil l iam Safire.  
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Mondale ' s  shameless grab for power has sparked the 
most intense factional warfare ins ide the Carter Ad­
ministration to date, as  the Rothschi ld and R ockefeller 
factions struggle to come out on top of the accelerating 
U . S .  monetary collapse .  Humphrey proteges Rep s .  
Henry Reuss (D-Wis) a n d  Parren M itchell (D-Md) 
launched broadsides against fiscal conservative Federal 
Reserve Chairman Arthur Burns, an ally of big New 
York com m ercial banks, in J ul y  7 Congressional 
hearings where the two R epresentatives demanded 
B urns ' i m m ediate retirement.  To no one ' s  surprise, 
Reuss, Chairman of the House Banking Com m ittee, has 
offered to replace Burns h i m self .  R euss,  Mondale, and 
Humphrey are al l  faulting B urns ' unwill ingness to ap­
prove a hyperinflationary Congressional spending orgy 
on the way to a 1978 fiscal deficit of $65 bi l lion . The New 
York investment banks behind the Mondale coup are 
angling to gain the inside trac k  on m anaging the 
marketing of the huge volume of governm ent debt 
created to finance the defic its and are hoping thereby to 
make suffic ient profits to cover their large trading losses 
elsewhere . 

"Counterattack " 
At the same time, the targets of the Rothschild of­

fensive , both in and out of the A d m i n istration , are at­
tempting to strike back .  A fu m in g  A rthur Burns count­
erattacked at the hearings and blasted his opponents for 
wanting to turn control of the nation's m onetary affairs 
to a political "hack in the basement of the White House . "  
The Rockefeller-all ied New York Times i n  a lead 
editorial the same day fulm inated that inflation was out 
of control and that the Administration' s  various 
initiatives were proving unsuccessful  in  corralling it. 

Bert Lance, a local  yokel of the Atlanta banking Mafia, 
caught in the m iddle of this bra w l ,  m a y  be bounced 
out of the Admini stration altogether.  Agreeing with Burns 
that " fiscal  restraint" and a balanced budget are 
necessary on the one hand, Lance also is  an advocate of 
low interest rates and easy mone y .  Most observers agree 
Lance is  caught in this  schizophrenic  bind because of 
personal worries over his near-bankrupt National Bank 
of G eorgia, the fourth largest bank in the state . One 
mom ent Lance is  arguing with Burns,  the next 
denouncing Reuss' Senate counterpa rt Wil l iam Prox­
m ire (D-W i s )  for his unsound banking proposals . I n  
between, Lance is fighting furiously to m aintain his 
leverage in the Administration via the White House 
reorganization plan. Despite the fact that his  office is  
a l leged to have drafted the proposal ,  Lance stands to lose 
SO staffers from his O M B .  Knowledgeable Washington 
observers spec ulate that Lance is being set up for a fall 
by being gi ven credit for the White House reorganization 
plan. Such high profi le publ ic ity makes him a highly 
visible target for both financial  factions to vent their 
sp leen on.  
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An EIR interview with o n e  of Humphrey 's  chief aides 
this  week bears out such speculation. Queried about 
reports that Lance 's  powers m ight be augm ented by the 
White House reorganization, Humphrey' s  spokesman 
laughingly dism issed Lance as an unsophisticated 
"rube" struggling to keep both his head and his bank 
above water. I n  sharp contrast, there was enthusiastic 
applause from this o uarter on E izenstadt ' s  increased 
influence at the expense of NSC head Brzezinsk i .  "That' s  
tremendou s .  He ( E izenstadt) already h a s  an incredible 
influence as it is. I ' d  be for increasing it .  You know, he 
used to work for Humphrey, " the aide said.  He was 
eoually frank about what Humphrey expected from 
Mondale 's  successful consolidation of power in the White 
House : "The Humphrey-Hawkins b i l l  is our number one 
p riority. We ' re negotiating with the Administration 
about this now. ( Labor Secretary) Ray Marshall  is a 
strong advocate. and, of course, Mondale definitely 
favors it . . . l t ' s  conceivable that Mondale will help 
Humphrey lobby with Carter for the bi l l. but Humphrey 
carries his own water . "  

The U . S .  Labor Party is  the wild card i n  this 
Rockefeller-Rothschild s lugfest .  In a three-m inute 
segm ent aired on NBC-TV ' s  Nightly News July 5. NBC 
p eeked into the "NC LC File" to watergate the F BI for its 
Cointelpro operations against the U S L P ' s  parent or­
ganization. the National Caucus of Labor Comm ittees, 
and to target the Rockefellers and their one-time At­
torney General Levi ' s  guidelines . 

David Brinkley introduced the segment. saying : 
"Among the sensations in Washington in the last year or 
two was the discovery that the F BI. CIA, and IRS had 
been snoop ing and spying on people in great numbers. 
often i l legally and without reason. There were prom ises 
that it would stoP. that Congress would stay on top of it .  
Carl Stern reports in at least one case, neither has 
happened . "  The segment opened w ith visuals of Levi 
and his  guidelines. followed by the statem ent that NBC 
news had uncovered evidence that i l legal COINTE LPRO 
operations were stil l  going on. accompanied by a picture 
of the NCLC ' s  Washington heado uarters . After an in­
terview with NCLC National Comm itteeman Richard 
Cohen, NBC presented testimony from local  police 
refuting F B I  charges that the "NCLC is  violence-prone . "  
N B C  reported. " Local police in cit ies where the F B I  has 
charged violence, and where this could not be sub­
stantiated said the NCLC is  not violent. j ust a nuisance ."  

While  both Rothschild and Rockefeller monetarist 
factions wil l  increasingly be tempted to use each other' s  
dirty tricks against the NC LC a n d  the Labor Party as a 
club against the other in the factional warfare. the 
danger for both is  that their "exposes" wi l l  get out of 
control and sweep them out of power along with their 
opponents. as the potential for an A m erican Whig 
a l l iance of business and labor behind the US LP Third 
National Bank program continues to increase .  



Carter Po l i cy Assa i l ed I n  U .S. 

Following are excerpts from articles and intervie ws 
with columnists in leading na tional press, as well as 
remarks by Sen. Barry Goldwa ter (R -/lriz. l ,  a tta cking 
the Carter Administra tion on aspects of both foreign and 
economic policy. Lea ding the flurry of som etimes veiled, 
but ne vertheless ob vious a tta cks, was a July 4 .lack 
Anderson column which nam ed the Trila teral Com mis­

sion hea ded by Da vid Rockefeller as responsible for A d­

m inistra tion policy. 

Washington Post, "Carter R esponsible for 'Deter­
ioration of Deten te '  ", J uly 7, page 1 :  

(Reporting on Soviet President Brezhnev's  two hour 
meeting with U . S .  Ambassador Malcom Toon ) : . . .  deal­
ing with the human rights issue and other controversies 
that have brought an unprecedented air  of crisis  to the 
relations between the Soviet U nion and the Carter Ad­
ministration.  

Washington Post,  July Ii, page 1 :  
Carter came to office  proc laim ing that the Cold War 

had ended, one participating offic ial  noted,  but Hun­
tington (The Presidential R eview m e m o ' s  author -ed . ) 
latest draft says instead that we are now in " E ra Two" of 
the cold war.  The docu m ent treats the Soviet-A merican 
relationship as the overriding issue of American 
diplomacy and m i litary stategy.  and makes few if any 
concessions to the vision of a new international order that 
Carter evoked in his  presidential  cam paign and in 
rhetoric since J an .  20 .  

New York Times,  July (i, editoria l page fea ture by 

General George Keegan, Jr. , form er Chief of A ir Force 
In telligence:  

B y  its decis ion to cancel production of the B-1 bom ber, 
the Carter Adm ini stration has resolved al l  doubt about 
its perception of the Russ ian threat .  and the character of 
its approach to peace and security . 

The dec is ion leaves little room for confidence and . . .  we 
are observing a repetition of the i gnoble m i l itary unpre­
paredness of the 1 9 3 0s . . .  J i m m y  Carter i s  the last 
President of the United States who has time to assure 
that his successor Presidents w i l l  not have had all  of 
their  options for peace mortgaged b y  the fai lures of one 
man to make the capital investments necessary to assure 
adeo uate safeguards against the ever-escalating propen­
sities of dictatorships to make war .  

EIR intervie w with Eugene R osto w, founder o f  the 
Committee on the President Danger, July 6: 

(Discussing his findings after a two month stay in 
Turkey, he describes Carter ' s  pol ic y ) : O ur policy ,  U . S .  
pol icy is  insane . It  only makes matters worse ,  this em­
bargo and whatnot . . .  I f  you want to know what I real ly  
think about the s ituation , I th ink it  stink s .  Carter i s  terri­
fied, absolutely terrified about what is  going on in 
Turkey .  He 's  terrified by the drift : the drift ! Turkey is 
drifting away, and he knows it  and he won ' t  do anyth ing 
about it. I t ' s  an impotent govern m ent . . .  even more than 
Ford ' s ! There isn 't  a damn thing the y ' ve done right since 

they came in .  Look at the Middle East ,  Africa, the 
Aagean.  But eyen worse is  Asia . . .  I ' ve told Washington to 
shape up . I ' ve talked to Brzezinski  but he defends Carter.  
The whole Administration should be locked up and put 
away on the 7th floor of the State department w ith Habib . 
I ' m  disgusted. 

Washington Post, July (i, "The Cool White House " by 
columnist Da vid Broder: 

There are p lenty of challenges lying just  ahead. This 
m onth brings Menahem Begin to Washington . There is  no 
guarantee that A m erican hopes for a broad Middle 
E a stern peace settlement w i l l  still be intact after his 
visit . . .  As  this i s  written ( knock on wood ) , Carter has 
been spared the sort of early-in-the-term crisis that has 
become almost a standard part of presidential ex­
perience . . .  In  time . . .  President Carter and his assoc iates 
wi l l  face such a mom ent of cr is is  them selves . . .  

New York Times,  July 7, WiIIiam Safire: 
The Atlanta -based Coca-Cola Company ' s  long-term 

investm ent in .J i m m y  Carter has  begun to pay off. 
Campaign contributions from Coca Cola executives 

s w e l led the Carter coffers when he was G overnor . . .  Coca­
Cola chairman J .  Paul Austin hosted a luncheon in New 
York ' s  " :� l "  to raise a m ajor bundle for the Carter 
Pres idential campaign.  

That was the investment : here is  the return : (1)  

Proposed win dfa ll p a ym en ts benefiting suga r 
processors . . .  ( 2 )  Using the Carter connection . (emphasi s  
added - ed . )  On June 4, Coke ' s  J .  P a u l  Austin went to 
Havana to m eet with F idel Castro . Upon his return . . .  
Austin met i n  the White House w ith his  friend , recent 
Coca-Cola stockholder J i m m y  C arter . . .  The White House 
insists that M r .  Austin was not sent as  an e m issary . . .  I f  
th is  i s  a n  open Administration , let ' s  get some answers : 
What non-b u s iness matters did he discuss  with Mr. 
Castro ? What business-related m atters did he discuss 
with Mr.  Carter? Should a President send a campaign 
contributor with " personal greetings" to another chief of 
state when he knows it is a gambit  for a business deal?  

The Carter-Coke-Castro s ugar diplomacy is  not merely 
a potential conflict of interest .  I t ' s  the rea l thing.  

Washin gton Post,  July 7,  Ja ck Anderson 's column: 
Pres ident Carter

'
has not taken the steps necessary to 

avert di saster . . .  Thus the new decis ion-makers in the 
White House,  influenced as they have been by the Rocke­
fel ler-sponsored Trilateral Com m i ssion,  are bailing out 
the bank s .  One of the biggest ,  of  course ,  i s  the Rocke­
fel ler-control led Chase Manhattan Bank.  

Christian Sc ience Monitor, July 7: 

I n  his inaugural address ,  President Carter said : " We 
w i l l  move this  year toward our ult im ate goal - the 
el im ination of all nuclear weapons from this earth . "  S ix 
m onths later the admini stration i s  readying the cruise 
m i s s i l e ,  cons idering further develop m ent of the neutron 
bo m b ;  and has been disappointed in its hope for a summit 
meeting with Soviet President Leonid Brezhnev . . .  This 
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near-dead lock,  if not cr is i s ,  in Soviet- A merican efforts . . .  
unexpected ly followed a hopeful  legacy from outgoing 
Pres ident Gerald Ford . Form er Sec retary of State Henry 

Kiss inger had initiated negotiation s . . .  which seemed 
promising . . . 

(The article continues to outline how the Administra-

tion has fa iled in each of its efforts to carry on since 
Carter took offi ce . )  

Baltimore Sun,  July 7: 
( Q uoting Soviet Pres ident Leonid Brezhnev saying 

Carter is  "personally an obstacle to peace" and calls for 
a return to K i s s inger-Ford pol icy. ) 

Detro i t  Free Press Exposes I l l ega l Fu nd i ng 

Of Carter's Mich iga n Pri mary 
An article appearing in the D etroit  Free Press July 4 

has provided full docum en ta tion of how em bezzled 

monies were funneled in to Jim m y  Carter 's primary cam ­
paign effort in Michigan sta te. A lthough n o t  sta ted in the 
article, it appears tha t  the illegal m oney was recorded in 
Carter financia l  reports filed with the Federal Elections 
Comm ission. 

The story has now been picked up by the Detroit New s .  
According t o  reporters for the F re e  P r e s s ,  their in vesti­
gation is still ongoing. 

Named in the article as principle conduits for funds 

used to bolster Carter in the 1 9 7(' Michigan primary, 

which he then won by less than .?, ()UD votes o ver Udall, 
were la wyer Louis Lee, who was functioning a t  the tim e 
as political-fund treasurer to Detroit Mayor Coleman 

Young, and James Ellsberry. then director for m inority 
comm unities for Carter 's campaign Ellsberry has been 

linked to sim ilar opera tions in Ca lifornia and in Ne w 
York City where he is n o w  working for Manha ttan 

Borough President and mayora l ca ndida te Percy Sutton. 
L ee, now disbarred, appeared yesterday in R ecorders 
Court here to be officially charged with two counts of 
em bezzlement concerning the charges in the Free Press 
article. 

A ccording to the reports today, Lee tried to ha ve the 
charges reduced to "a ttempted em bezzlem en t, " to 
which he said he would plea d guilty. The court has not 

ruled on the request. 
As is widely kno wn, a thorough-going in vestiga tion of 

Carter campa if{n financial pra ctice in the primaries and 
in the No vem her 1 .9 76 genera l election, not only in 
Michigan but in any num ber of oth er key sta tes, 
would not only disclose maior fina ncia l  irregularities 
which the A dministra tion-linked FEC has refused to 

in vestiga te, but would ine vita bly con verge on other 
domains of e vidence tha t  Jim m y  Carter is not the la w­
fully elected Presiden t of the United Sta tes today. The 
Michigan suit implies the need for a careful exa m ina tion 
of a ll Carter financial reports, where it will be found tha t  

the largest amount of questiona ble a n d  unaccoun ted for 

funds disbursed a t  city, sta te and na tional campaign 
le vels is in correspondence with the broa d e vidence of 
No vember 1 .9 /1i· vote-fra ud: such funds were filed with 
the FEC under the notorious "Get Out The Vote " 
ca tegory. A ll the circumstantial e vidence cited in the 
Free Press article poin ts to just such a use for the em -
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bezzled m onies in question there. 

The following are excerpts from the J uly 4 investi­
ga tive story by Free Press reporters Willia m Mitchell 

and R em er Tyson, headlined, "Mayor 's Former Fund 
Chief Ga ve Illegal Aid to Carter" :  

O n e  o f  Mayor Young' s  chief fund raisers,  using a 
money order scheme,  i l legal ly  s witched money from the 
Mayor ' s  polit ical account to J i m m y  Carter' s  campaign 
on the day before Michigan' s  1 976 presidential primary, 
the Free Press has established.  

This is  the f irst evidence that the Carter campaign got 
any of the $ 1 1 3 ,467 that disbarred lawyer Louis  R. Lee 
took from the Mayor ' s  polit ical  fund and a private trust 
Lee administered. 

R ecords show that Lee converted at least $5 ,400 from 
the Mayor' s fund to the Carter campaign by buying 
money orders in the names of persons who say they 
neither made those contributions nor authorized Lee to 
use their nam es .  

. , .  of the money taken from the funds by Lee,  some 
$70,000 i s  st i l l  unaccounted for . There are indications that 
part of that money was i l legally funneled into the Carter 
campaign . 

Managers of Carter' s  Michigan primary campaign 
said they were una ware of any i l legal contributions and 
opened their financial  records to Free Press reporters . . .  

The young democratic lawyer expected to get a high 
pos ition at the De mocratic National Comm ittee or even 
an appointm ent as a spec ial  counsel to the President 
after Carter won in November.  

. . .  because he was authorized to s ign checks on the 
Mayor' s  political account, Lee was able to withdraw 
$38 ,000 between May 11 and Aug.  �7, 1 976, with no 
o uestions asked. 

Lee withdrew $ 7� , 6(i 7  from the private trust of Detroit 
bar owner Bobbie J oe Hudgins ,  which Lee administered , 
from .J anuary to Oct .  2 7 ,  1 9 7 6 .  

I n  an attempt t o  cover t h e  withdrawals from the 
Mayor' s  fund, Lee deposited $33 , 500 of Hudgins'  money 
into the Mayor' s  account in October 1976 . 

B y  the t ime Lee began making his  withdrawals from 
Youn g ' s  fund in May 197 (; ,  a huge Carter lead over l iberal 
democratic Pres idential candidate Morris U dall  in 
Mich igan had dwindled to a lmost nothing.  

. . .  on May IH ,  Carter 'won the M ichigan primary by 



l , fl2() out of a total of 70:l , ',- iJ � votes cast .  
Lee ' s  legal and political career appeared to  be on a 

steep r ise .  After Carter rec eived the De mocratic 
presidential nom ination , Lee w e n t  to work for the 
De mocratic National Com m ittee in  Washi ngton 

But back home in Detroit ,  the M i chigan State Bar 

G rievance Board was conducting hearings that showed 
Lee m i shandled two .s imple d ivorce cases that paid him 
only !('5l i . He was disbarred J an . � 5 ,  19 7 7 ,  five days after 
Carter was inaugurated,  and the d isbarm ent was 
fol lowed by disc losure that the other money was miss ing .  

* * * 

Where Ca rte r's E n e rgy Prog ra m  Now 

Sta nds I n  Co ng ress 
Nearly three months after President Carter first 

outlined his  "comprehensive energy p rogra m "  on April 
20 , the Administration 's  National E nergy Act i s  slowly 
winding its way th rough Congre s s .  D espite the m il itant 
statem ents of many Congress m en denouncing the 
progra m ,  Congress has thus far endorsed it  in  practice ,  
with only m inor modifications and com promises .  At a 
s low but steady pace the Carter energy program is  
moving towards enactment.  

Both major aspects of the Adm i n i stration' s  program 
are still intact : the e l imination of an advanced nuclear 
energy option - particularly thermonuclear fus ion 
power ; and the establishm ent of a high energy price 
policy .  I f  Congress indeed passes the A d m inistration' s  
"sky i s  fal l ing" energy progra m ,  the result w i l l  be the 
destruction of the U . S .  econo m y .  As i n  H itler ' s  Germany, 
where the econolliic policies of Nazi  F inance Minister 
Hj almar Schacht reigned,  the U . S .  w i l l  move into an 
econom y  where labor-intensive industry will replace 
energy-intensive industry.  

S yndicated columnist  Joseph Kraft,  writing in the 
J uly 7 Washington Post, emphasizes that ' ' Carter 's  energy 
program i s  sti l l  re markably intact . . . .  Most of the 
reporting has featured day-to-day blows struck against 
the program by Congre s s .  But in  the p erspective af­
forded by the current congressional  recess ,  the truly 
im pressive fact is  how much of the p rogram has passed 
intact through the early tests . "  

Kraft continues : "Once a n  energy program i s  under 
way, it generates a logic  of enormous forc e .  Thu s ,  if  a 
good part of the program gets through no w ,  which seems 
l ikely,  the m issing parts could eas i l y  be s upplied in  one­
shot pieces of legis lation during the years to com e . "  

A factual comparison between t h e  energy goals 
outlined by J i m m y  Carter in his  April  20 address and the 
Congress ional action taken to date is presented in chart 
form below . It  should be noted that Congress ional action 
at the time of this writing has been l i m ited to House 
com m ittee action, except for the Eneriw' Research 
and Development Agenc y ' s  nuclear b udget which wi l l  be 
voted on separately i n  both hous e s  this month. Aides to 
the House Ad Hoc Comm ittee on Energy - a special 
comm ittee with final House j urisdiction over the 
National Energy Act - predict a vote on the Act will not 
occur until fal l .  S ince the S enate has taken no com m ittee 
action, these same com m ittee sources predict that the 
entire package wil l  not be passed until  a new sess ion of 
Congress convenes next January.  

The attached chart gives a c l earcut demonstration of 
where the energy battle now stand s .  The information 
presented in this chart provides not only the " facts" in 
terms of congressional action vis-a-vis Carter ' s  in­
tended goa l s ,  it also establ ishes the program necessary 
to be enacted if  real energy growth and development is to 
occur - the program developed b y  the U . S .  Labor Party. 
The polit ical background to this energy battle is  sum­
marized below.  

Nuclear Energy 
Nuclear energy is the main param eter of any policy 

purporting to solve the energy c r i s i s .  Nuc lear fiss ion 
power - particularly the fast  breeder reactor - is 
necessary as a transitional source of energy. Only 
thermonuc lear fusion power can provide the nearly 
unl im ited a m ounts of energy needed if  rapid worldw ide 
industria l i zation i s  to occ ur .  

F U S IO N :  A s  the chart demonstrate s ,  Congress has 
gone along with Carter ' s  phaseout of funding levels for 
fusion power .  While the House S c i ence and Technology 
Com m ittee has recommended a token increase in fun­
ding ,  the Senate E nergy and Natural R esources Com­
m ittee has upheld Carter in toto . Most congressional 
sources p redict that both the ful l  House and Senate wi l l  
endorse the com mittee reco m m endations w ith only a 
l i m ited floor fight. Thi s ,  coup led w i th a further 8 percent 
reduction being pushed by Carter for next year ' s  budget, 
wi l l  reduce the combined overall fusion budget for both 
magnetic and inertial confinem ent from $430 m i l lion to 
$ 3 1 6 m i l l ion by 1979. It wi l l  put the m a gnetic confinement 
portion of the budget at $190 m ill ion in  1979,  or exactly at 
the ERDA " Logic I" level which by their  own program 
proj ection will ne ver ayhie ve com m ercial fusion po wer. 

F I S S IO N :  The outcome of the Cl inch R iver breeder 
reactor - a technological ly advanced form of fission 
power capable of " breeding" its own plutonium for use 
as  a nuclear fuel - is  less certa i n .  While the $150 mil l ion 
figure agreed upon in both the House and the Senate are 
cons iderably lower than the a mount needed to fully 
c o m m erc ial ize the breeder on schedule ,  it  i s  nearly five 
t imes  the $33 m i l l ion budgeted by President Carter . 

Carter 's oppos i t ion  p r i m a r i l y  cons ervative 
Congres s m en joined by a num ber of l iberals - see the 
breeder as a key issue in which to express their 
disagreem ent with the A d m i ni stration' s energy policies . 
However,  many are wi l l ing to " sacrifice" other 
p rogra m s  - like fusion .:.... and are fighting the breeder 
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battle on already compro m i s e d  ter m s .  This has 
weakened their political c lout considerably to the point 
that a movem ent led by Fabian l iberal  Senators like 
S enate Energy subcomm ittee chairman Sen. Frank 
Church (D-Id . )  for further compro m i s e  has gained a 
definite foothold amongst both House and Senate con­
servatives . Church has been pushing a $i5 m i llion 
" comprom ise" that would effectively kill the breeder 
program . 

R E P ROCESS I N G :  Both the S enate and House com­
m ittees have essentially s upported the Carter Ad­
ministration 's  decision to j unk the A llied G eneral 
Nuclear Services R eprocessing p lant i n  B arnwell ,  South 
Carolina.  The House Science and Technology Comm ittee 

. completely supported Carter.  The Senate Energy 
Com m ittee voted 11-5 to s upport the President ' s  non­
prol iferation goals but to a uthorize  $13 m il lion to fund the 
Barnwel l  plant ' s  staff for one year to complete a study to 
determ ine alternate use for the p lant.  The plant i s  
currently u s e d  t o  separate p l utonium a n d  uranium from 
spent fuel rods obtained from conventional uranium 
fueled nuclear p lants . 

In budget deliberations for reprocessing technologies 
in general ,  the House added $3 m i llion to Carter' s $32 

m i l l ion designated for " a lternative fuel cycles" and the 
Senate added $31 mil l ion to Carter ' s  proposed budget. 
Presi dent Ford had proposed $8 5 . 1  m i l lion for 
reprocessing design and alternative fuel cycle research 
and development. 

In  summ ary, even i f  Congress  successfully battles 
Carter on its already compro m i s e d  comm itm ent to the 
breeder reactor, the nuc lear energy program now 
proposed by Congres s  wi l l  be more of a victory for the 
Carter Administration than for its oppos ition . Without a 
comm itment to fusion on at least the st i l l  gross ly  
inadeo uate level  proposed by President Ford , any 
solution to the energy cr is is  - even in the short term - is 
i mpossible .  

The National Energy Act 

Wh ile it wi l l  l ikely take months before any final vote i s  
taken on t h e  Administration ' s  Nationa l E nergy A c t  -
essentially legis lation determ ining pric ing  policy and 
fuel usage-the legis lation now being shaped in various 
Hou se Comm ittees is  a further  endorsement of the 
Carter Administration ' s  no-growth energy program . 

The National E nergy Act is key because it determ ines 
government policy for both pricing and fuel a l location 
and conversion. Thus far, action taken by various House 
comm ittees endorses the Adm inistration ' s  goal of a high 
energy price as well as l i m iting the industria l  use of o i l  
and gas .  

P R I C I NG : The Carter Adm ini stration ' s  proposal for 
taxes on oi l  produced dom estical ly to bring its price to 
world levels was accepted almost w ithout modification 
by the House Ways and Means Comm ittee .  The main 
modification on this well-head tax on crude oil  was to 
exempt users of home heating oil fro m the tax . A s im ilar 
tax was i m posed on natural gas  l io uids used for 
nonres idential and nonagricultural  p urposes .  At the 
same t ime,  the comm ittee passed a modified version of 
the Administration ' s  gas-guzzler tax , dropping the 
rebate for consumers . The outcome of the fight for 
deregulation of natural gas is  st i l l  up in  the air with the 
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proponents o f  deregulation, largely conservatives who 
m i stakenly eouate deregulation w ith " free enterprise, " 
gaining the edge . While Carter has maintained a verbal 
opposition to tota l deregulation, many critics view this as 
a purely upfront political stance ,  and that he would very 
m uch like to see Congress enact deregulation so that the 
legis lators , rather than the President, can take the 
inevitable political flak . The only comm ittee vote that 
Carter has entirely lost thus far on pric ing is his gasoline 
tax . But the Ways and Means Comm ittee has voted to 
repeal the Federal tax deduction for state and local 
gasoline taxes . 

CO N V E RSION : Carter' s  pol icy of forcing industry and 
uti l it ies to convert from oil and natural gas to coal has 
b e e n  a c c e p ted by the H o u s e  c o m m ittee w ith 
modifications . Punitive taxes w i l l  be i mposed on the 
industrial sector . The com mittee ' s  main modification is  
to exempt certain industrie s  from i m mediate con­
vers ion . No funds have been a l located to assist  industries 
in this costly conversion. 

Overall Energy Policy 
Congress has not only accepted most of the specific 

points advocated by the Carter Administration, it has 
a lso accepted the basic pre m i s e  upon which its program 
is  based : negative growth implem ented through con­
s ervation . E ven the most pro-growth Congress men have 
- with only a handful of exceptions - accepted con­
s ervation as a prim ary solution to the energy cris is .  
From the acceptance of th is  sc ientifical ly fraudulent 
pol icy ,  a softness towards anti-nuclear energy policies 
flows .  Solar energy, geotherma l  energy and other "soft" 
a lternatives advocated in the Rockefeller Brothers 
Fund ' s  Unfinished Agenda become " realistic" options .  

The very fact that Congress has not yet  comm itted 
itself  to fighting the Administration' s  policy as a whole 
has forced it to settle for point-by-point discussion - the 
very strategy that Carter had hoped Congress would fal l  
for .  Conseouently,  Congress has never l inked the energy 
po l icy  o uestion to broad economic  and labor policy. In 
going a long with Carter' s  energy pol ic ies ,  Congress is 
also bu ying Schachtian econo m i c  policy - whether or 
not i t  i s  conscious of that fact.  

The Outcome 
I f  the c u rrent general drift continues in Congress ,  

Carter wi l l  win an important batt le .  However, this out­
c o m e is far from inevitable .  

The f irst  test  in Congres s  comes the week of July 11,  

when the S enate wi l l  vote on E R D A ' s  nuclear energy 
b udget : th e fus ion budget, the C linch R iver breeder 
reactor, and the Barnwell reprocessing plant.  Even if the 
S enate essential ly endorse s  the Administration's  anti­
nuc lear energy pol ic ies ,  as many Capitol Hi l l  observers 
predict ,  this vote can be reversed in the House.  A number 
of Congress men, including Rep . Gary Meyer (R-Pa . ) 
have  com mitted them selves to waging a floor fight to 
i n c rease the fusion budget. Aides to the House Science 
a nd Technology Committee predict that the House wil l  
uphold its recomm endation to fund the Cl inch River 
B reeder Reactor at $150 m i ll ion - an amount that 
Carter has repeated ly threatened to veto . 

The Administration is preparing itself for this option 
b�' stepp ing up its campaign of arm twisting and 



harassm ent. Carter ' s  latest tactic is the unveiling of a 
gasol ine rationing proposal aimed at granting the Ad­
m inistration dictatorial  rationing powers in the event of 
a dis ruption of sea lanes vital to U . S .  interest. another oil  
em bargo, and-or a new Mideast war.  Carter hopes to use 
this to intim idate Congres s  into (l uickly passing his 
energy program . 

Congressional spokesmen, inc luding S enate Energy 
Com m ittee Chairman Henry Jackson (D-Wa . )  im­
mediately denounced the rationing plan and Rep. Robert 
You ng (D-Mo . )  warned that the p lan gives " too much 
power for any one person . "  Y et a s  s i m ilar critic isms of 
the now enacted Energy D epartment demonstrate, 
s imple  denunciations are not enough. The only viable 

option that Congress faces is  to link this rationing plan to 
Carter ' s  overall energy and economic policies and 
counterpose a comprehensive program for economic 
growth . 

Defeating Carter 's  energy program wil l  not come as a 
result of internal pressure on Congress  per s e .  Washington 
observers view the role of the labor movement as par­
t icularly critical .  The political  strength shown by trade 
un ions at the recent pro-nuclear energy demonstration 
a round the Seabrook nuclear p lant in New Hampshire 
and a s i m i lar  demonstration p lanned for Seattle, 
Washi ngton can be decisive,  these observers emphasize, 
i n  stopping Carter ' s  energy program .  

• • • 
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Carter E nergy Progra m Vs. U .S. Labor Party's 

CARTER's PROGRAM , USLP's PROGRAM 

FUSION PO WER 

M a i n t a i n  fun d i n g  a t  E R D A ' s  L o g i c  I 
l e v e l  w h i c h  i n s u r e s  t h a t c o mm e r ­
c i a l fu s i o n  p o w e r  w i l l n e v e r  b e  
d e v e l o p e d . 

F u n d  a b r u t e f o r c e  f u s i o n  R & D  p r o ­
g r a m  w h i c h w o u l d i n s ur e  c o m m e r c i a l ­
i z e d f u s i o n p o w e r  b y  1 9 9 0 . F u nd i n g  
s h o u l d  b e  mu l t i - f a c e t e d w i t h fund s 
f o r  a l l v i ab l e  a p p r o a c h e s . 

P r o p o s e d B u d g e t  $ 3 4 2  m ( F o rd : $ 4 2 2  m )  $ 6  b 

. BREEDER REACTOR (Cl inch R iver Progra m )  

E l i m i n a t e a l l f u n d s f o r  c o m m e r - C o mm e r c i a l i z e t h e  b r e e d e r r e a c t o r  a s  
c i a l i z a t i o n m a i n t a i n i n g  o n l y  t o k e n ' qu i c k l y  a s  p o s s i b l e . 
R & D  fun d s . 

P r o p o s e d B u d g e t  $ 3 3  m ( F o r d : $ 2 3 7  m ) $ 2 3 7 m 

PL U TONIUM REPR OCESSING ( Barnwell ,  N . C .  Plant) 

E l i m i n a t e s  a l l f u n d s f o r  B a r n w e l l  
R e p r o c e s s i n g  P l a n t s . I n c l u d e s  
f u n d s f o r a l t e r n a t i v e f u e l  c y c l e s . 

E x p a n d e d  f u n d i n g  t o  s e t  up  a d d i t ­
i o n a l  p l a n t s . 

P r o p o s e d Bu d g e t : $ 3 2  m i l l i o n  
f o r  a l t e r n a t i v e fu e l  c y c l e  

( F o r d : $ 8 5 . 1  m )  $ 1 2 0  m 

R & D . $ 0 . 0 0 £ o r  B a r n w e l l  

GASOLINE TAX 

R e d u c e g a s  c o n s u m p t i o n  1 0 % b y 
1 9 8 5 ; P r o p o s e d a s t a n d b y g a s o l i n e  
t a x o f  u p  t o  5 0  c e n t s  a g a l l o n b y  
1 9 8 5 . 

� o  i n c r e a s e  i n  g a s o l i n e  t a x .  

GA S-G UZZLER TAX 

B y  1 9 8 5  a p u r c h a s e r  o f  a c a r  g e t ­
t i n g  l e s s  t h a n 1 2 . 5  m i l e i  p e r g a l ­
l o n w o u l d  p a y a t a x o f  $ 2 � 4 8 8  • A 
r e b a t e wo u l d b e  g i v e n t o  c u s t o m ­
e r s  b u y i n g  f u e l - e f f i c i e n t  c a r s . 

8 N ATION A L  

N o  g a s - g u z z l e r t a x . Au t o m o b i l e s 
s h ou l d  b e  m a d e m o r e  fu e l - e f f i c i e n t  
t h r o u g h  i m p r o v e d  t e c hn o l o g y  s u c h  
a s  t h e  d i e s e l  e n g i n e . A t  t h e  s am e  
t i m � .  v a s t l y  i n c r e a s e d fu n d i n g  
s h o u l d  b e  a v a i l a b l e  f o r  m a s s  t r an ­
s i t  R & D  a n d  m a s s  t r a n s i t  d e v e l o p ­
m e n t . 



CARTER's PROGRAM USLP's PROGRAM 

NA TURA L GAS PRICING 

R a i s e  t h e  p r i c e  o f  n a t u r a l g a s  
t o  $ 1 . 7 5 p e r  t h o u s a n d  c u b i c f e e t  
f o r  b o t h  i n t e r s t a t e  an d  i n t ra ­
s t a t e n a t u r a l  g a s  b e g i n n i n g  1 9 7 8  

L o n g - t e r m  g o a l o f  l o w e r i n g p r i c e s  
t o  i n c r e a s e  s u p p l y. 

WELL-HEAD TAX 

P h a s e  i n  w e l l - h e a d t ax e qu a l  t o  
p r i c e  o f  i m p o r t e d o i l o v e r  t h r e e  
y e ar s . 

P r o p o s e d Bu d g e t  N . A .  

N o  i n c r e a s e  i n  t a x . E n c o ur a g e  fu l l 
e xp l o i t a t i o n  o f  e x i s t i n g  w� l l s  a n d  
fur t h e r  e x p l o r a t i o n . 

N . A . 

1?EBA TE 

P r o p o s e d r e b a t e s  t o  e v e r y o n e  f o r  
fu l l amo un t o f  m o n e y  c o l l e c t e d 
f r o m  t h e  c r u d e o i l  t a x  w h i c h i s  
e s t i ma t e d t o  amo un t t o  $ 4 7  p e r  
p e r s o n . 

P r o p o s e d B u d g e t  N . A .  

N o  p o s i t i o n s i n c e U S L P  d o e s  n o t  
f av o r  w e l l - h e a d t a x . 

N . A . 

COA L CONVERSION 

P un i t i v e  t a x o n  a l l u t i l i t i e s  a n d  
i n d u s t r i e s  u s i n g  o i l  a n d  n a t ur a l  
g a s  t h e r e b y  f o r c i n g  c o n v e r s i o n .  

P r op o s e d B ud g e t  N . A .  

Op p o s e s  c o n v e r s i o n b e c a u s e  o i l  a n d  
g a s  a r e  m o r e  e f f i c i e n t  t h a n  c o a l . 

RENE WA BLE RESOUR CES (Solar energy, geothermal, wind power, etc .)  

F u l l s up p o r t f o r i n c r e a s e d  fun d i n g  
o f  s o l a r an d o t h e r  f o r m s  o f  r e n e w ­
ab l e  e n e r g y . S e e s  s o l ar p o w e r  a s  
" m o s t  p r o m i s i n g " a n d  w i l l  e n c o u r ­
a g e  s o l a r h o m e  c o n v e r s i o n  t h r o u g h  
t a x c r e d i t s . 

P r o p o s e d  B u d g e t  N . A .  

D o e s  n o t  s up p o r t  f un d i n g  f o r s o l ar 
a n d  r e l a t e d  " s o f t "  e n e r g y  for.m s 
s i n c e  t h e  e n e r g y  t h r o u g h - p u t  i s  s o  
l o w t h a t  t h e r e  c o s t s a r e p r o h i b i t i v e � 

N . A .  

FOSSIL FUEL EXPLOI TA TION 

S e e s o i l  an d g a s  a s  o u r  " n a t i o n a l  
t r e a s u r e "  a n d  s h o u l d  r e m a i n  i n  t h e  
g r ou n d . 

P r op o s e d Bud g e t  N . A .  

A d v o c a t e s  fu l l  e x p l o i t a t i o n  o f  e x i s t ­
i n g  o i l a n d  g a s  r e s e r v e s a n d  s i m u l ­
t a n e o u s  i n c r e a s e  i n  e x p l o r a t i o n . · 
Th i s  i s  p o s s i b l e  b e c au s e  o f  t h e  
i mm i n e n c e o f  f u s i o n p o w e r . 

N . A . 
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Congress iona l Act ion On Carter Energy Program 

CONGRESSIONAL ACTION 
TO DATE 

PREDICTED OUTCOME 

FUSION PO WER 

Ho u s e :  C o mm i t t e e s  v o t e d a t o k e n 
i n c r e a s e . 
S e n a t e : C o m m i t t e e s  v o t e d t o  u p h o l d  
C a r t e r ' s  b u d g e t  r e q u e s t . *  

Mo s t  c o n g r e s s i o n a l s o u r c e s  p r e d i c t  
t h a t  C a r t e r ' s  bu d g e t  r e qu e s t  o r  a 
s l i g h t l y  i n c r e a s e d f i g u r e w i l l  ho l d  
d e s p i t e  a n um b e r  o f  a m e n d m e n t s e x ­
p e c t e d t o  b e  r a i s e d fr o m  t h e  f l o o r . 

BREEDER REA CTOR ( Clinch R iver Program) 

H o u s e :  C o m m i t t e e s  v o t e d u p  a $ 1 5 0  
m i l l i o n c o mp r o m i s e . P r e s . F o r d  
t h r e a t e n s  t o  v e t o  t h i s f i g ur e . 
S e n a t e : ' S am e  a s  H o u s e . * 

Un c e r t a i n . B o t h  t h e  b r e e d e r ' s  o p p o ­
n e n t s a n d  p r o p o n e n t s p r e d i c t  a c l o s e  
v o t e . A f u r t h e r c om p r om i s e d $ 7 5  
m i l l i o n f i g u r e  i s  n o w b e i n g  p u s h e d  
b y  S e n . F r an k  C hu r c h a n d  o t h e r  
F a b i a n s . 

PL UTONIUM REPR OCES.C;ING ( Barnwell. N . C .  Plant) 

H o u s e :  S c i & T e c h  C t t e e  s u p p o r t e d 
C a r t e r , a d d i n g o n l y $ 3 m t o  h i s  b u d - P l o o r  f i g h t e x p e c t e d . 
g e t  r e qu e s t . S e n a t e : a d d e d  $ 3 l m .  
I n c l u d i n g $ 1 3 m f o r  B ar n w e l l ,  ( a u t h -
o r i z a t i o n  l i m i t e d t o  a l t e r n a t i v e  
fu e l  u s e ) . * 

GASOLINE TAX 

Ho u s e : C o mm i t t e e  r e j e c t e d s t a n d b y  C o n g r e s s  w i l l  r e j e c t g a s o l i n e  t a x .  
g a s o l i n e  b u t  v o t e d t o  r e p e a l  t h e  
F e d e r a l  t a x  d e d u c t i o n  f o r  s t a t e  a n d  
l o c a l  g a s o l i n e  t a x e s . * * 
S e n a t e :  N o  a c t i o n . 

GAS-G UZZLER TAX 

H o u s e : Th e c o mm i t t e e  m a d e  C a r t e r ' s  U n c e r t a i n  
p r o p o s a l  e v e n  h a r s h e r  b y  i n c r e a s i n g  
t h e  1 9 8 5  t a x t o  $ 3 , 8 3 6 . A t  t h e  s a m e  
t i m e  i t  e l i m i n a t e d  t h e  r e b a t e  t o  
c o n s u m e r s fo r fu e l - e f f i c i e n t  c a r s . *  
S e n a t e : N o  a c t i o n . 

N O T E : * S e n a t e  v o t e  s c h e d u l e d  f o r  J u l y 1 1  f o r  b o t h  
Au t h o r i z a t i o n a n d  A p p r o p r i a t i o n s . Ho u s e  v o t e  
t o  f o l l o w . 

1 0  N ATI O N A L  

* *  W i l l  go to H o u s e  A d  Ho c C o mm i t t e e  o n  E n e r g y 
a n d  t o  Ho u s e  f o r  f l o o r v o t e . S e n a t e w i l l  f o l ­
l o w a f t e r H o u s e  c o mp l e t e s  v o t e . 

• 



CONGRESSIONAL ACTION 
TO DATE 

PREDICTED OUTCOME 

NA TURAL GA S PR ICING 

Ho u s e :  S ub c o mm i t t e e  v o t e d t o  d e r e g ­
u l a t e  t h e  p r i c e  o f  n e w l y  p r o d u c e d  
n a t u r a l g a s . T h i s  w a s r e v e r s e d b y  
fu l l  C o mm e r c e C o m m i t t e e  a n d  a s  i t  
n o w s t a n d s  t h e  p r i c e  f o r  n e w l y d i s ­
c o v e r e d  g a s w i l l  b e  r a i s e d t o  $ 1 . 7 5 
p e r  t h o u s . c u b i c  f e e t  f r o m  $ 1 . 4 5 . 
P r i c e  c o n t r o l s  e x t e n d e d  t o  i n t r a ­
s t a t e  m a r k e t . * * 

G o o d  c h an c e t h a t  fu l l  C o n g r e s s w i l l  
r a t e t o  d e r e g u l a t e  t h e  p r i c e  o f  n e w l y  
r o d u c e d  n a t u r a l g a s .  

S e n a t e : No  a c t i o n .  

WEL L-HEAD TAX 

Ho u s e : C a r t e r ' s  p r o p o s a l  w a s  a c c e p ­
t e d i n  t h e c o mm i t t e e  a l m o s t  w i t h o u t  
mo d i f i c a t i o n . I t  w a s  e x t e n d e d  b y  p r o ­
p o s i n g  t h a t  a s i m i l a r  t a x  b e  i m p o s e d 
o n  n a t ur a l  g a s  l i qu i d s  u s e d f o r  n o n ­
r e s i d e n t i a l  a n d  n o n - a g r i c u l t u r a l 
p u r p o s e s . * *  
S e n a t e :  N o  a c t i o n . 

REBA TE 

H o u s e : C o m m i t t e e  l i m i t e d r e b a t e  t o  
$ 2 2  p e r qu a l i f y i n g  p e r s o n  b u t r e _  
s e r v e d  f i n a l  j u d g m e n t  u n t i l  t a x  r e ­
f o r m  p r o p o s a l  i s  c l e a r e r . * *  
S e n a t e :  N o  a c t i o n . 

U n c e r t a i n  o u t c o m e  a l t h o u g h  
o p p o s i t i o n i s  e x p e c t e d fr o m  o i l  
i n d u s t r y  i n  g e n e r a l . 

F u l l f l o o r v o t e  i s  e x p e c t e d t o  
i n c r e a s e  t h e  a m o un t o f  r e b a t e . 

COA L CONVERSION 

H0 u s e : M a i n  t hr u s t  o f  C a r t e r ' s 
p o s i t i o n  w a s  a c c e p t e d b u t t a x e s  
w e r e s c a l e d d o w n  a n d  c e r t a i n  c o m ­
p a n i e s  w e r e e x e m p t e d n R e b a t e s  f o r  
b u s i n e s s e s  t h a t  i n s t a l l e n e r g y  
c o n s e r v a t i o n  e q u i p m e n t  w e r e 
s c a l e d  b a c k . * * 
S e n a t e : N o  a c t i o n . 

U n c e r t a i n  

RENE WA BLE RESO UR CES (Solar  E n ergy.  geothermal,  wind power,  etc . )  

Ho u s e :  N o  a c t i o n . N . A .  
S e n a t e : N o  a c t i o n . 

FOSSIL FUEL EXPLOITA TION 

H o u s e :  N o  a c t i o n . 

I 
N . A .  

S e n a t e : N o  a c t i o n .  
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Watergate Kn i ves Sha rpe n ed I n  D.C.  Back Rooms 
Knives were being sharpened in  

the hot  Wash ington sun this  week . 
L i beral  D e m ocratic  C o n g r e s s ­
woman El izabeth Holtz man,  the 
darling of the New York "Our 
C r o w d "  i n v e s t m e n t  h o u s e s ,  
demanded that the Special  Prose­
cutor just  established by the S enate 
reopen the Watergate investigation 
to look into the affairs of Nixon 
assoc iates Bebe Rebozo, Howard 
H u g h e s , and N i x o n  H i m s e l f .  
Sources c lose t o  Holtz man d i d  not 
rule out press ure on the Spec i a l  
Prosec utor t o  investigate charges 
that Henry K iss inger "overlooked " 
K o r e a n  C I A  o p e r a t i o n s  i n  
Congres s .  

Congressman Bruce Cap uto ( R­
NY ) announced July 7 that h e  
would ask t h e  House E thics Com­
m ittee to seek access  to White 
House tapes on the Korean bribery 
scanda l .  Caputo declared his  bel ief  
that Kissinger knew about the 
Korean operations but  " for a 
variety of reasons did not choose to 
act on that know ledge . . .  " 

*** 

A rthur Schlesinger, J r . ,  a close 
friend of the Kennedy fam i l y ,  has 
strongly attac ked CBS news m a n  
B i l l  Moyers,  for m er aide to L B .J , 
for i m p ugning the reputation of the 
K ennedys . Moyers put a docum ent­
ary titled " The C I A ' s  S ecret A r­
m y , "  on the a ir  this spring which 
i m p l ied that  J ohn F .  Kennedy was 
hehind C I A  atte m p t s  to k i l l  
Castro . . .  

*** 

The Chicago Tribune th i s  week 
uncovered a scandal invo l v i n g  
R e p u b l i c a n  S e n a t e  M i n o r i t y  
Leader Howard Baker and confl i c t  
of interest charges relati ng t o  h i s  
landholdings and sales of c o a l  from 
his lands . The art icle notes that 
Baker is  being dogged by these 
charges as he begins a serious 
(1 u e s t  f o r  t h e  R e p u b l i c a n  
presidential  nom ination in  1 %( · . 

Conservative c ircles are abuzz 
with talk  that  Baker is  being 
groomed for the presidenc y b y  
Nel son Rockefel ler .  H o w  else c a n  
y o u  explain h i s  hiring of . I  a m e s  
Cannon, longti me aide t o  Nelson,  
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as his  a d m  inistrative assistant? 
Conservatives also point to Baker ' s  
effusive praise o f  Nelson at the 
R epublicans'  " Salute to Nelson" 
dirlner several weeks ago in New 
York . S o  far Baker has said little to 
disprove these rumors . . .  

*** 

The smel l  of Watergate extends 
up to the White House,  with 
Rothschild-l inked New York i n ­
vestm ent c ircles planning a m u c h  
greater r o l e  for Veep Walter 

WAS H I N GTO N 
W E E K  

Mondale .  Declared Mondale a l l y  
W h i t e  H o u s e  c o u n s e l  R o b e r t  
Lipshutz , "He (the Vice President ) 
is not only acting as an advisor.  H e  
d o e s  rel ieve him ( Carter) i n  a 
n u m ber of substantive ways . "  
L ipshutz him self wi l l  have a new 
role in the  White House if  the  j us t  
proposed executive reorganization 
plan is agreed to by Carter -- h i s  
role would be " restructured toward 
servicing i m m ediate President ial  
legal  needs . "  Are extraneous 
m a tters being taken from Lip­
shutz'  hands so he can handle 
i m peach m ent problems for Car­
ter? 

* * *  

Cap itol Hil l  sources are report­
ing that conservati ves are mul l ing  
over i l legal  Administration ac­
t i v i t ies  and " We have a num ber of  
th i ngs in the  hopper" declared one 
m a n  in  the know . . .  

The hottest th i ng i s  Federal 
E lection Com m ission Cointelpro 
operations against the U . S .  Labor 
P a rt y .  L a b o r  Party c h a r g e s  
against  the F E C  are " very wide­
spread,  very well  known and very 
d i sturbing" one leading S enate 
source com mented last week . 
S e veral congress ional com m ittees 
are heatedl y  debating whether to 
hold overs ight hearings on the 
F E C ,  and its connections to the 
intell igence com m unity and White 
House . . .  

Watchful congress ional  eyes 
have been amazed that the F E C  
h a s  spent so much t ime inves­
tigating Labor Party campaign 
funds while ignoring a number of 
glaring irregularities relating to 
Carter and his Democratic al l ies . 
For instance : 

A campaign worker for both 
Carter and Detroit Mayor Coleman 
Young em bezzled funds from the 
Young campaign chest to help out 
Carter in the Michigan primary . . .  

Hubert Humphrey has been 
a llowed to settle 191;8 election cam­
paign debts at som ething l ike four 
cents on the dollar . . .  

J ane Fonda ' s  contribution to 
hubby Tom Hayden' s  campaign 
chest was a whopping $400 , (100 . . .  

*** 

Rumors abound in Washington 
that  fo r m e r  U A W  p r e s i d e n t  
Leonard Woodcock w i l l  not re main 
long as am bas sador to China, but  
wi l l  be summoned back to the U . S .  
t o  ans wer charges about the 
UA W's complicity in an F B I  
Cointelpro operation against the 
L a b o r  P a r t y . P e o p l e  a r e  
speculating that Woodcock may be 
the first Administration defector . . .  

*** 

O ffi c e  of Mana g e m ent a n d  
B udget D irector Bert Lanc e ' s  
financial prowess has c o m e  into 
(1uestion . The president of the 
Atlanta bank Lance headed unti l 
J anuary revealed last week that 
the bank ' s  loan portfolio is  in 
trouble .  Speculation is that Lanc e ' s  
" softest" loans were those he gave 
to presidential candidate J i m m y  
Carter . . .  Com menting o n  Lanc e ' s  
econom ic abil it ies,  one financ ial  
expert declared, "I  dou bt if  Lance 
is  sophisticated enough to under­
stand the (1 uestion you asked. He ' s  
heavily in debt himself , therefore 
he wants low interest rates . On the 
one hand he shares with B urns fis­
cal  conservatism and concern for a 
balanced budget. On the other he 
wants easy money and low interest 
rates . . .  " 



ECONOMICS 

Massive Mideast N uc l ea r  Progra m Pro iected 

S P EC I A L  R E PO RT 

The follo wing sta tem en t was released on July 6, 19 77, 
by Lyndon H. LaRouche, Jr. , U. S. La bor Party Chair­
man and Presiden tial Candida te : 

The July I O  issue of the West G erman weekly 
newspaper Neue Solidarita t will announce the highl ights 
of a special Fusion E nergy Foundation report developed 
for the j oint use of Western E uropean and Middle 
Eastern govern ments . The propo s a l ,  which proj ects 200 

gigawatts of new energy generation for the Middle East 
by 1 98 5  emphasizing nuclear instal lation s ,  i s  also being 
presented as an example of the policies to be fol lowed for 
Third World industrial  develop ment general ly .  

The report was  prepared at this  writer 's  request, 
during the course of continuing discuss ions with both 
representatives of the European e lectrical industry and 
Arab governm ents , as  well as with other industries and 
political figures .  Given the large probability that the 
essential recom mendations of the report will be followed 
by a num ber of govern ments and industrialists , the 
implementation of this program for the Middle East and 
s imi lar progra ms for other regions m eans that Western 
Europe,  in  particular, i s  on the verge of the largest and 
most sustained economic boom in history. 

I devote this article to a summ ary of the conceptions 
used for developing the proj ect .  

The genesis of the report was in ongoing work for 
establishing a new international c entral b::mk modeled 
upon my party' s  International Developm ent Bank 
proposa l .  

The n e w  bank, which wi l l  replace inclusively the 
nom inal functions of the bankrupt World Bank, has three 
principal divisions : a regular banking division,  an 
econom ic intell igence and managem ent division,  and an 
engineering division . In addition to providing a regulated 
market-place for international c redit transactions on a 
gold-reserve, hard-commodity bas i s ,  the bank wil l  
determine its  financ ial  policies through develop ment­
oriented econom ic studies . The third division,  the 
engineering division . w i l l  coordinate the nuts and bolts of 
proj ects being financed.  

I n  short, it is excel lent and necessary to have economic 
and credit policies through which to get the world out of 
its present monetary collapse and depress ion : econom ic 
policies can't work in fact until  real  wheels of industry 
begin to turn to produce spec ific prod ucts for specific 
uses . 

The problem of managing world develop ment is 
s implified by the fact that the com bined costs of new 
energy generation and energy-distribution networks 

( grids ) will most probably run to about 20 to 30 percent of 
the tota l industrial long-term capital flow into the 
deve lop ing sector. S ince no industrial and little 
agricultural development can occur without the added 
energy to move things , the obvious strategic approach to 
development is to build the entire development proj ect 
package around the 20 to 30 percent investment 
represented by the generating stations and grids . 

The Western E uropean Economic Com munity has a 
natural potential for approaching the problem in this 
way.  On the continent itself,  the French electrical and 
nuclear industries are well integrated and advanced ; 
I ta l y ' s  electrical and nuclear industries are also well 
coordinated , as are those of West Germany and the 
Benelux countries .  By coordinating their resources,  and 
by cooperation with Japan and the Comecon, to achieve 
maximum capability, European nuclear p lant and grid 
export programs can be scaled-up to meet the kinds of 
requirem ents indicated, with ample room and interface 
for the North Am erican industries to utilize their own 
s i m i larly-expanded potential s .  

Our approach is  t o  make the combined electrical and 
nuc lear industries of Europe the "prime contractor" for 
Third World development proj ects . That arrangement, 
by itself, pulls in a large chunk of specialty steel 
production potential ,  the shipyard industry, non-ferrous 
metals and the machine-tool industry, as  well as the kind 
of engineering capabil it ies exemplified by Italy's 
Italstat.  

Our overall  approach m ight b e  described as l ike that of 
the charm bracelet worn by teenage A merican girls in  
the past.  Start with the generating p lants and grid as the 
basic unit, and then attach the other industries, as 
desired,  to that grid. 

I n  general ,  each proj ect will  be developed for a 
multinational customer - several adj oining Third World 
countries , along the following l ines .  

I n  selected locations ,  we shal l  construct two adjoining 
nuc lear power-generating fac i l it ies , each fac i l ity 
preferably of one gigawatt ( b i l l ion watt) or higher output 
capacity.  The reasons for such paired installations are 
obvious to any engineer.  Around each of these "binaries" 
we build a "new c ity, " using an a m p lified application of 
the Soviet Union ' s  Caspian Sea p i lot proj ect.  We install a 
com bination of industries ,  including types which ef­
ficiently use waste heat from the reactor, high energy­
density desalination and so forth . 

We then tie a string of such binaries together with a 
very high voltage grid.  The several binaries on the same 
grid provide for balanced lead- frequency distributjon 
with i n  the grid, and in that way provide a stable base for 
export ing power to net-consu m ing points brought into the 
s a m e  grid .  

The princ ipal element of j udgm ent in deciding whether 
to put in gigawatt-plus or s m a ller-capacity stations will  
be weight .  Wherever poss ible ,  binaries should be located 
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on coasts or inland along major navigable rivers , and, 
where feasible ,  reactors placed off-shore . The principal 
components are monstrous and heavy ; vital maj or parts 
represent one of the most monstrous transport and 
m aterials handling problems presently confronted. By 
taking advantage of the poss ib i l ity of pre building in 
E uropean and other shipyard faci lit ies and delivering to 
an off-shore , coastal or inland riverway location,  we gain 
very large economic and related advantage s .  Where it is 
urgent to place plants further inland, we would probably 
opt for the smaller-capacity units of the type which 
French industry has coming on l ine .  

As for " new c ities , "  it  is  cheaper to  bui ld  a " new city" 
from the ground up than to m odernize an old one . 
Salvaging, modernizing old areas is the most ineffic ient, 
w a steful  undertak i n g  m o d e r n  c o n struct ion and 
production could be compelled to face .  In any ca'se ,  the ' 

existing urban areas of the developing se'ctor a�� 'lin 
genera l '  not " structurally oriented " for the -kinds of . ./ ,  
economy high-energy technology requir�s :  i ,  / 

This  is not an arbitrary rule .  The ,c'a1e of MeXico C ity 
i l lustrates the point. By develop(ng areas .around the 
present Mexico City along " n� w  city" Iin'es., and tying the 
whole together with a hi�-speed\ url,>.an transit grid an

,
d 

other service grids ,  we ccan gain tbe advantage of an 
existing concentration of labor: .forc,� (teri m illions 
population in the area) and the ad"ant�ges of th�t " new 
city" developm E!nt strategies . i;}dla' � p'4nges R i ver 
basin readily ' indicates comparable ad�ptations of the 
" new city" principle of Third World devei6riment. 

This' d approach has several corre lated further ad­
vant�Ees'f' ' 

In ' the Middle E ast study, which centers on the 
developing of Iran and the Arab states of the Gulf area, 
the base-line is provided by 200 gigawatts of new energy 
production to be installed by 1985 .  Nuclear plants along 
the Gulf coast are the dom inant e lem ent.  However, the 
combustion of natural gas i n  turb i n e s ,  and massive 
supplementary use of hydroelectric progra m s ,  as for 
example in  Turkey and Pakistan,  f i l l  out the total 
proj ected production. This m eans more than l OO nuclear 
units of the Biblis scale .  

Ask any trained A m erican industrial i s t  what these 
orders of magnitude of installation s i gn ify for increased 
efficiency in production of nuclear stations?  Add the 
requirem ents for the R io de La Plata ' s  proj ect to the 
Fusion E nergy Foundation 's  Mideast study, add India 
and obvious proj ects for Africa .  (Then, also ask him to 
calculate fuel requirem ents , and i n form you why a crash 
breeder program is needed . ) 

A package of nuc lear energy and grid-developm ent 
proj ects on this scale m ean both m assive econo m ies of 
scaJe in instal lation and a concentration of all of the 
m any kinds of technologies involved,  with ' maximum 
opportunity for balancing out work-loads among the 
different technologies and sk i l l s  required for each phase 
of installation. 

Moreover, the skills required for installation of 
generating plants and grids include many of those 
construction and other ski l ls  required for most other 
sorts of industrial applications in the same regions . 

There are three principal advantages gained from this 
a p p r o a c h :  p o l i t i c a l ,  f i n a n c i a l  a n d  i n d u s t r i a l  
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management.  The polit ical  advantages are that the 
exporting and importing nations have exactly the kind of 
package through which to deliver the optimal results in 
the most visible way to the electorate and major political 
forces of their respective nations .  F i nancially,  a proj ect 
of the highest quality of long-term credit-worthine,ss has 
been put together: in  a way which simplifies financial 
managem ent, inc luding the effective averaging-out of 
inc luded elem ents of risk.  From an industrial  
managem ent standpoint, i t  a ffords maximum op­
portunity to benefit from economies of , scale, for 
proj ecting stable require m ents over a long-term 
p roduction and investment period , and bui lt-in margins 
for flexib i l ity.  

A m erican' construction workers ,  in particular, un­
depstEmd the point of flexibil ity very well from ex­
lie-r ienc e .  The worst s ituation,  from the standpoint of 
industrial ists ,  investors , and workers,  is to have a single, 
tightly-phased - bottleneck-prone - proj ect in one area . 
If som ething ties up one such proj ect ,  everyone suffers . 
Therefore it is urgent to have a broadly based, correlated 
set of proj ects , so that tie-ups in one particular proj ect 
merely s ignify shifting labor-forces to available other 
proj ects under way. . . 

/ Problems of this type wi l l  be m uch mork significant in  
Third World 'develop ment than in the typical casl;l inside 
the United States . A most significant part of the program 
wi l l  be tra ining of the native labor force .  There wil l  be 
many proliIems on this and other accounts . We must 
have flex ibility w ithin the loverall  undertaking such that 
problems in  one aspect ca� be offset by .�!l!.fting enor-ts to 
accelerate another ongoing projeet"aspect.  We must 
keep the inefficiencies,  as  much as possible ,  within the 
local economy , so that the imported capital and in­
stallation services do not become i neffic ient in their part 
of the performance because of loca l  problems .  

Although part of  the developm ent program s  wi l l  take 
advantage of existing Third World labor-force poten­
tial it ies ,  the general task in  the Third World is a 
generation ' s  work of upgrading the population to the 
standards of a modern labor-force .  Thus , although there 
wi l l  be accelerating growth in output-rates within Third 
World economies during the next decades , the full  
ripening of the benefits of what we do now will  not be 
realized during less than a generation - 20 to 25 years.  
We are making a quarter-century , long-term investment 
in the developing sector. We have to ensure that the 
unavoidably poorer performance on the side of the 
developing economies does not spi l l  over into the quality 
of economy of the input made by forces of the industrially 
developed,  capital-exporting sector.  We require a 
p roj ect-design which conforms to the reality of the 
problems we face .  ' . 

Meanwhile,  we shall  have the biggest and longest boom 
in world history. As long as we produce sufficient food, 
c lothing,  housing, services ,  and new p lant and equipment ,/ ,� . 
to keep the industrially developed sector expanding, w(!''' ' 
shall  have no reason for econo m i c  difficulty or hardship 
in mainta ining long-term capital flows into , the 
developing sector in the order of $200 bi l l ions 1 975 dol�� 
per year indefinitely.  These are the numtiers of which we 
are speaking,  as we think of the FEY's M iddle :E:ast study 
app l ied on a broader sca�e.  

.' 



Do l la r  Fa l l s H eav i l y Aga i nst Al l 

Lead i ng Cu rre n c i es 

FO R E I G N E XC H A N G E 

After about a year of artific ial  c a l m  on the foreign ex­
change markets, the U . S .  dollar has been heavily fall ing 
this week against all the leading West European curren­
cies and the Japanese yen. A lthou gh the high U . S .  cur­
rent account and trade balance deficits are m entioned as 
the source for the dollar weakne s s ,  this is  only a sub­
sumed aspect of a more fundamental i ssue.  the coor­
dinated political moves of the West E u ropean Central 
Banks to hold together the parities of their respective 
currencies aga inst the dol lar .  

The do l l a r  fe l l  not o n l y i n  F ra n kfurt  and 
Tokyo - down to  the  levels  of  2 . 3048 West German 
marks (DM) yesterday,  its lowest level  s ince late March 
1975 ,  and 263 -265 yen - but even in Paris the U . S .  cur­
rency went down from about 4 . 95-4 . !HI  F rench francs to 
4. 85-4 .87  French franc s ,  despitc Franc e ' s  own balance of 
paym ents deficit ,  indebtedness and unstable political sit-

. 

uation . The French Central Bank meanwhile consoli­
dated its reserves : its June 30 balance sheet shows 
105 ,757  bi l l ion francs (about $21 . 5  b i l l ion ) in gold and 
credits against 96,308 bi l l ion francs  the previous week. 
This week ' s  account inc ludes the half-ycarly accounting 
change under which the Bano ue de France evaluates its 
foreign holdings of gold,  foreign c urrency and special 
drawing rights - a revaluation made against the dollar. 

The " weak" Italian l ira and British pound tended also 
to move upwards, but the Treasuries in both countries 
braked the movement so as  to m a i ntain export competi­
tiveness and build up stronger dollar reserves to discour­
age future attacks against their respective currenc ies .  
British gold and currency reserves j u mped again to an­
other al l -t ime record level  in June . At the end of the 
month, the Bank of England held a ssets worth $ 1 1 ,572  
m i l lion compared with $4 , 1 29 m i ll ion only s ix months 
ago. Italian foreign currency reserves went up in a s i m ­
i l a r  way, reaching $6 bi l l ion by t h e  e n d  o f  June against 
only $4 bi llion at the beginning of that month . 

The s i m i larly " weak" Scandinavian currenc ies con­
tinue to be supported by capital flows from West Ger­
many and the Netherlands generated by a deliberate pol­
icy of low interest rates in  the latter and high interest 
rates in the former. Beside s ,  F inland and Denm ark got 
$300 mil l ion and $500 m i l l ion bank loans , while it is 
rumored that S weden would obtain a $2 bi l l ion loan 
m ediated through the Bank for International Settlem ents 
( B I S ) , the c learing house of Europ e ' s  Central Banks . 

European Coordination 
This  parallel move of a l l  E uropean currencies against 

the dollar was the result of a coordi nated action of 
Europe's  Central Banks.  This was first indicated by 

various European bankers in  private conversations and 
then confi rmed by such European publications as the 
London Fina ncial Tim es, the Paris  financial  daily Les 
Echos a nd the Frankfurter Allgem ein e  Zeitung. No 
m ystery is made by those sources that the " European 
front" was built  against the dollar.  The Banoue de 
F rance and Bundesbank, for example ,  intervened on the 
market to ma intain a franc- D M  parity of 2 . 1 0  francs for a 
D M ,  whatever the variations of the dollar.  The end result 
of this coordi nation is a defacto com mon European re­
serves s .yste m .  working under West German leadership.  

European support to Britain and Italy was c lear in two 
particular instances.  F irst, The increase in Italian foreign 
reserves was m ainly  due to West G erman and European 
E conom ic Co m m unity support through loans estim ated 
to be at over $650 m i llion . Second,  a s ignificant portion of 
Brita i n ' s  reserves-increase c a m e  fro m money sub­
scr ibed by investors on the E uropean Continent who 
bought sterl ing to apply for the 53 m i llion shares in 
British Petroleum sold off in London by the British gov­
ernment.  It should be added that a significant number of 
those European subscribers were acting on the market 
fol lowing Arab orders .  

I t  nonetheless remains c lear that such a European 
coord ination could not work for very long under a dollar­
dom inated monetary market.  The European countries 
understand this point very well and are presently trying 
to concret ize their informal and vulnerable currency 
agreem ent into a gold-based E uropean currency reserve 
system . I tal ian bankers in  particular are very active 
a round such proj ects , with West German support. Dis­
cuss ions are in  parallel  develop ment between European 
Central banks to finance E ast-West trade,  coordinated 
p lanning in energy matters and monetary agree­
m ents based on a gold-pegged transferable ruble.  
S ources in Western Europe and in  the E ast B loc report 
that those discussions are secret but wel l-advanced, as 
proven by the declarations of West German Chancel lor 
Hel m ut Schm idt in favor of " ruble conyertib i l ity" - to 
be understood as a convertib i l it y  w ith other European 
currenc ies on the basis of a common gold-reference and 
not as convertibi l ity with a floating dollar . 

Carter Fiasco 
These West-European develop ments prove that the 

desperate operation engi neered by the Carter Admini­
stration on the money markets has fai led.  After the Paris 
sum m it of the Organization for E conomic Cooperation 
and D evelop ment (OECD) in  J une,  the plans were to 
trigger a revaluation of the strong E uropean curren­
cies  - D M ,  S wiss franc , D utch gui lder - and of the Ja­
panese yen.  and to send down the weak currencies such 
as the Swedish kroner, the Ital ian lira and <' . ler "Medi­
terranean" currencies . West  Germany and J apan would 
then have had to import more and export less - los ing 
the i r  foreign m arkets and ruining their domestic indus-
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tries in the process - while the " weak" countries would 
have had to import les s ,  thus cutting the supplies of their 
basic industries .  The propitiatory attitude of the E uro­
peans at the OECD meeting made the Carter Adm inis­
tration believe that it could go ahead with its proj ect. 

The European coordination destroyed those plan s ,  and 
the dollar collapsed against everything.  The London Fi­

nancial Tim es ironically com m ented " What is wrong 
with the dollar? " in  a lengthy feature article,  while the 
London Tim es was satisfied to see that " the dollar weak­
ness" helped the European countries to " consolidate 
their reserves . "  

Meanwhile,  various U . S .  f inancial  circles,  which at 
first had discarded the importance of the dollar fal l ,  
started t o  issue warnings against t h e  U . S .  current ac­
counts deficit .  Henry Wall ich,  Governor of the U . S .  Fede­
ral Reserve stated that " the s ight of  a large currency 
deficit in the accounts of a country that i s  responsible for 
the worl d ' s  principal currency i s  not a comforting one . "  
Wallich, close to Rockefeller c ircles ,  was echoed by 
Fabian Congressman Henry R euss , Chairman of the 
Banking Comm ittee, who warned " even m ore damaging 

to us  could be not the deficits themselves but our living in 
a fool ' s  paradise that says the deficits don' t  matter . "  The 
offic ial  com ment of Treasury Secretary Blumenthal was 
that " there is no belittling the fact that a $35 bil l ion defi­
cit is  too large . "  The same offic ial  c ircles are now admit­
ting that the cause of the deficit is not only an increase in 
the va lue of U . S .  oi l  imports , but also the actual decrease 
of U . S .  exports in  volume .  Between the last five months 
of 1 976 and the first five months of 1 9 7 7 ,  the increase in 
dollars was only a bare one perc;ent - an actual de­
crease in  real value .  

This now open discussion of the U . S .  economic cris is 
furthers in turn the European conviction that the Carter 
A d m inistration and the New York banks are not compe­
tent to solve the problems of the world economy and pro­
pose no viable alternative.  Otherwise ,  Blumenthal 's  de­
mand that the Japanese governm ent bail out the dollar 
by sel l ing its reserves and sending the yen up was bluntly 
rej ected b y  Vice Minister of F inance for International 
Affairs Matsukawa as detrim ental to the Japanese in­
terests . 

• • • 

la bor Prod uct i v i ty : No Mag i c  So l u t ion  

B U S I N E S S  O U T LO O K  

Within the last week, a series o f  think-tank and econo­
mists'  reports ,  official  statements , and private meetings 
indicate that a renewed push for labor productivity as the 

answer to the country' s  econo m ic i l ls  is now underway. 
As the economy sinks into its third quarter of production 
decline, increased labor p roductivity - replacing capital 
investment and higher technology with increased rates 
of speedup and turnover of the labor force - is being 
proffered as the magic solution .  It  i s  an ans wer which is 
not only destructive to the world ' s  most highly ski l led 
labor force but it is  woefully inadequate for the economic 
cris is  at hand. 

Harvard professor and former Labor Secretary John 
Dunlop , and a number of private businessmen,  led by 
General Electric chairman R eginald Jones,  held the first 
meeting last week of a s ixteen m e m ber private labor­
management working group which intends to coax labor 
leaders to cooperate i n  a corporatist drive for increased 
labor productivity. 

Mr.  Dunlop , widely known a s  a c lose friend and 
associate of the Rockefeller F a m ily interests , was 
brought into this new group because of his past ex­
perience in  promoting labor productivity.  The new group 
is  s i m i lar to the now defunct National Com m ission on 
Productivity,  where Dunlop last worked with Nelson 
Rockefeller,  and which has establ ished nearly 1 ,000 
plant-wide labor-managem ent c o m m ittees around the 
country. 

At its first c losed door meeting i n  Washington, D . C .  
last week , the- group ' s  discussio n  ranged from food to 
energy to medical costs but i s s ued no hard and fast 
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policy recom mendations .  Instead , D unlop ' s  tactic is to 
involve the labor leadership of the AF L-CIO in deter­
m ining a national productivity drive.  

"Non-cooperation and hostil ity , "  stated Dunlop, "can · 
Q uickly put stabil ization authorities under s iege with 
massive lawsuits , concerted legis lative attacks and 
endless amend ments to the statutory authority, and most 
serious of a l l ,  labor disputes that are directed against the 
Government and its stabi l ization program . "  

One o f  the participants o f  the m eeting was Barry 
Bos worth of the Brookings I nstitution, and the Carter 
Admini stration ' s  choice to head the Counci l  on Wage and 
Price Stabi l ity (COWPS ) ,  who told a reporter that, 
" there has been a large i nflux of youth into the labor 
movem ent, whose productivity tends to lag behind the 
others . Without major emphasis on productivity, there 
won 't  be the sort of econo m i c  expansion the Ad­
m ini stration has been speaking about . "  

The new productivity working group also included part 
of the Carter Administration ' s  " anti-inflation team" 
including Treasury Secretary Blumenthal ,  Labor 
Secretary Marshall ,  Commerce S ecretary Krepps, and 
C E A  head Schultze . 

Parallel to the productivity committee came the an­
nouncem ent by Con g o  Henry R euss ( D-Wis . )  that 
congressional forces want to establish a national ap­
paratus to firm up private labor-m anagement produc­
tivity under government direction .  This proposal is now 
before the House Banking Subcomm ittee in the form of 
the "Human Resources Development Act of 1977 , "  a 
thread-bare revision of , corporatist p lans first used by 
Mussolini . 

At the same time,  the Brookings Institution released 
two reports last week, both purporting to establish the 
macro-econo m ics fram ework which would necessitate a 
shift in labor policy.  One report by Robert Gordon 
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charges that the Carter Adm ini stration ' s  intention to 
achieve its GNP growth target, and unemploym ent rate 
reduction target, is  inconsistent w ith its c laim that it can 
s imultaneously bring down the rate of inflation . 

A very s imi lar report, released two weeks ago, was 
prepared by Tri lateral Com m iss ion m e m ber Paul Mc­
Cracken for the OECD , which m a kes s i m i lar charges 
concerning the inability of the O E C D  nations to both 
continue economic growth and control monetary 
aggregates .  McCracken recom m ends that the Western 
economies adopt wage-busting,  speed-up and where 
possible,  reduction or el im ination of workers ' cost of 
living clauses.  

However, all of this notwithstanding,  a competent 
study of the downshift now occuring in the U . S .  economy 
would quickly show that the changes underway are of a 
more fundamental nature than are susceptible of a 
productivity campaign.  

The Inventory Build-up Will Soon Be Overripe 
On Tuesday, following the J u ly 4 weekend recess ,  long­

term interest rates moved upward,  severely marking 
down prices on corporate and tax-exempt bond-issues,  
amid market j itters over the run on the dollar.  

The pressure on the dollar stabil ized somewhat by m id­
week, with West German and Japanese central bank 
purchases of the dollar, but this by itself will not be 
suffic ient in the next few weeks to allay adverse reac­
tions within the nation's  money ma rkets . 

As Lacey Hunt, vice-pres i dent of Fidel ity' s National 
Bank put it ,  " Industrial production could be flat this 
sum mer, " and predicted a th ird o u a rter rise in industrial 
production of as little as 3 percent .  

The fal l  in June reta i l  sales gains below the level of the 
five earlier months is a firm indication that this process 
is already underway .  

M a n y  economic forecasters indicate that t h e  bui ld-up 
of inventories in the second o uarter of th is  year, if  con­
tinued at the furious pace of the first o uarter of $1 3  8 

b i l l ion would lead to a disincentive to build inventories 
further,  and wil l  result in a braking of additional 
p roduction i ncreases . 

A lthough i n form ation is l i m ited , trends earlier in the 
second quarter partially confirm this  point. Gary 
Shil l ing,  di rector of econo m i c  research at White Weld, 
reports that the investment of durable manufacturers 
rose $765 m illion in c urrent dollars during April ,  or 
nearly twice as  much as February or March . 

In ventories are expected to be built  up in steel , some 
other primary metals such as copper, and at different 
levels of the productive proc e s s ,  including at wholesale 
outlets . 

The strong boost of auto and housing materials sales 
through the first half of the year acted to push the overall  
GNP inventory to sales ratio downward. 

The clear i m p lication of this assumption is  that once 
inventories start reaching first-(l uarter 1975  levels ,  then 
orders for industrial goods wi l l  begin to drop , starting a 
downward spiral in producion. 

Th i s  cou ld be offset by a strong further boost in con­
sumer sales ,  but the historically high amounts of con­
s u m e r  debt borrowing,  concentrated in m iddle incom e 
group s ,  and the drawing down of savings by this group to 
post World War I I  historic lows in the first (l uarter, in­
di cates that a consumer spending spree is  not a lively 
prospect .  

However.  one fundam ental fact concerning the pattern 
of the S eptember 1976  through May 1 9 77  economic uotick 
worries the chief executives of thi s  nation ' s  industry the 
most : there was no sufficient addition of new industrial 
capacity .  The capital spending lag is  al most 18 months 
old .  In short, the economy glided for six to eight months .  
When sales begin to dry up,  business  wl i l  have even less 
incentive to in vest in new capital eouipment. 

This i s  an economic probl e m  not susceptible of 
correction by a productivity c a m paign , pre m ised as it is  
on running down existing capital in  fa vor of replacement. 

Copper Sett l ement : Pre l ude To U .S. Sh utdowns 

RAW M AT E R I A LS 

. 
While spokesmen for the copper workers division of the 

United S teelworkers ( U S W )  were congratulating them ­
selves o n  having won a " generous "  settlement from Ken­
necott and Magma copper companies last week, the New 
York financial  networks which control U . S .  copper were 
making plans to shut down the b ulk of the " uncompeti­
tive" U . S .  industry in favor of cheaper African and Latin 
American production. 

The companies are already talking about an extended 
" vacation" this summer, as well as  perm anent layoffs 
and m ine c losings to offset the cost of the contract.  The 
copper industry is  entering its " fourth year of poverty, " 
industry analysts say.  World industria l  demand for cop­
per has been in a slump for that long and world copper 
stocks are now estimated at around 1 m i l l ion tons 

- rather than the usual 400-450,000 ton s .  All that has 
kept the price of copper from fall ing completely through 
the floor are the rumors that there would be a long strike 
by U . S .  copper workers . 

On the news of the Kennecott settlement m inutes be­
fore the contract deadline on June 30, the price of copper 
on the London Metals Exchange - the world market 
price - plunged below 57 cents a pound. As of July 6 all  
the U . S .  copper producers except Inspiration had 
lowered their prices three m ore cents to 68 cents a pound . 
Analysts expect the producers to cut their prices to be­
tween 62 and 65 cents in the months ahead to keep the 
spread between the IMF price and the U . S .  producers ' 
price from becom ing too great.  

According to one well-informed industry analyst, the 
continuing price plunge and the K ennecott settlement, 
which other companies are now under pressure to adopt, 
m ean that 75  percent of U . S. m ines wi l l  be operating at a 
!os s ,  1 0  percent wi l l  be at the breakeven point, and only 1 5  
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percent wi l l  be in the black.  
" Much of the industry won ' t  be com petitive with the 

LD C s  - their ore grade is  twice as high , their labor 
costs are a fraction of ours , and they don't  have to spend 
anything on pollution abatement . . .  There ' s  a constant ad­
j ustment going on and eventually the U . S .  will produce 
much less of its total copper consu mption than today, "  
the expert said. 

The Kennecott contract will add 6 to 8 cents a pound to 
the cost of producing copper in the U . S .  

According t o  the same analyst, the one " consolation" 
of this inevitable rationalization of the U . S .  copper indus­
try is that the foreign exchange earnings of Zaire, Zam­
bia,  Peru and other heavy LDC debtors wil l  be bolstered. 

As of this writing about 38,000 out of 45,000 copper 
workers are still on strike - the workers at the six com­
panies which have not settled, as well as Kennecott work­
ers who have a national contract but are sti l l  out on strike 
on local issues such as work rule s .  The Wall Street Jour­
nal termed the continuing strike academic,  since Ken­
necott has extended summer vacation c losings at three 
of its four copper divisions .  Kennecott, like the other 
copper companies,  is  hop ing to work off stocks which 
were accumulated in expectation of a long strike . Re­
flecting this buildup at all  levels of the economy,  U . S .  
fabricators ' stocks j u mped three percent i n  May over 
April levels .  

Kennecott ' s  early settlement surprised most  industry 
observers : many copper company officials had adm itted 
that they wanted a long strike to work off the glut of cop­
per stocks . Speculation on Wall S treet is that Kennecott 
settled because the company figured " the s ituation is 
hopeless with or without a strike , "  and a strike in the cop­
per industry would be especially costly - involving 

shutting down and then reopening the mines. Kennecott 
j ust  received $1 . 1  bi l lion in cash last week for its sale of 
Peabody Coal to a consortium headed up by Newmont 
Mining < the parent company of Magma) , and thus was a 
prime candidate for a takeover bid.  Kennecott may have 
settled early out of fear that it was about to be gobbled up 
in a merger, as at least three copper companies have 
been in the last year, and didn 't  want to be fighting two 
battles at once. 

At the same time there is obviously desperate inter­
company warfare going on behind the scenes. The six 
other copper companies are now under pressure to settle 
rather than lose business to the companies which are 
operating. But some of the weaker companies may be 
even less able to settle than Kennecott and Magma. The 
chairman of Inspiration Copper told the Wall Street Jour­
nal, " I ' m  so mad that when I spit ,  nothing hits the floor. "  
Another competitor said, "Kennecott 's  settlement j ust · 
i s n ' t  explainable in terms of copper industry economics. 
And neither is  Newmont' s  following move. Maybe there 
is som ething in the financial  arrangements of the Pea­
body deal that could explain this . "  

The Kennecott contract ltself m a y  be enough to push 
many U . S .  copper mines into the red, but it is hardly a 
victory for the copper workers . The contract adds up to a 
three year 1 2  percent wage increase - far below the 
contracts won by other trade unionists over the last year. 
The copper workers wil l  receive 85 cents over three 
years - ten cents short of the increases won by the steel 
and alum inum workers earlier in the year, an increase in 
their pension benefits ,  and the preservation of the exist­
ing cost-of-living and other al lowances, which still leaves 
the copper workers ' benefits substantially behind those 
of the steel and alum inum workers . 

Ag ri cu l tu re Secreta ry Berg land Pushes Carte l / 

I nternati ona l Wheat Cutbacks 

AG R I C U L T U R E  

Reports this week indicate that Carter Agriculture 
Secretary Bergland' s  months-long diplomatic efforts to 
organize an internationa l  wheat cartel are centering now 
on specific U . S .  demands to reduce the 1 978 wheat crop 
internationally by 10-20 percent ! 

The i m m ediate targets of Carter Adm ini stration arm­
twisting to this end are Canada, Australia and Argen­
tina - the same countries wooed by Bergland since at 
least January as prospective founding m embers of the 
proposed cartel ,  and the three countries which, together 
with the U . S . ,  are responsible for the bulk of the world 's  
grain supplies.  According to  the July 4 Montreal Gazette, 
international crop reductions were the subj ect of a two­
day m eeting of the four producer countries this week in 
Washington , D . C .  hosted by Bergland.  

At the same time, hoped-for public s upport for the 
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scheme - not only to " set aside" part of the world's  crop 
as a " reserve , "  but to systematical ly  reduce output itself 
by " setting aside" cropland - is being laid by such 
major Wall Street press sources  a s  the Ne w York Tim es 
and Washington Post, which have begun a press cam­
paign asserting that the problem facing U . S .  agriculture 
is the " surplus" - too m uch production. 

With U . S .  farmers and agribusiness representatives 
near desperation as the sell ing price of wheat to farmers 
has fallen far below current production costs , the Ad­
m inistration hopes to con the far m  com munity into sup­
porting the scheme by intimating it wi l l  boost prices . 

Carter 's Cartel 
As the Montreal Gazette 's Washington correspondent 

stressed, the Carter Administration is pressing for an 
agreem ent on the crop reduction package by September. 
Such an agreement would cement the cartel Bergland 
hopes wil l  act as a unit at the next International Wheat 
C ounc i l  m eeting to push through p lans for an " interna­
tional grain reserve" and ·associated production controls . 
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despite European and Soviet res istanc e .  
Spokesmen for the Overseas D e ve lopm ent Counci l ,  a 

Washington , D . C .  based think tank al l ied with the Tri­
lateral Comm ission and long-ti m e  p roponents of various 
Rockefeller reserve schemes to add the " food weapon" 
to the u . S .  arsenal ,  told E I R  thi s  week that the "real 
p roblem internationally" i s  the E uropean Com mon Mar­
ket and its wel l-protected agricultural sector. A substan­
tial grains producer in its own right,  E urope has been ex­
porting wheat in increasing (l uantit ies to Third World 
countries under Common Market trade and export sub­
sidization agreem ents . 

International Crop Reduction 
Secretary Bergland himself  has yetto m ake an offic ial  

pol icy statem ent on his  1 978 crop reduction plans,  bank­
ing instead on the b i l lowing I i(lu id it y  cr is is  in  the Ameri­
can M idwest to push aside producer res i stance to the eco­
nom ically and polit ically onerous scheme at hom e .  The 
same press conduits promoting the " w heat surplus" 
proble m ,  however, also " leak " that the Bergland scheme 
wil l  be " voluntary" - adding on good authority that 
non-participants wi l l ,  of course ,  be dec lared inel igible for 
any of the federal farm price support progra m s ' 

The world c rop-control scheme is modeled on the 1 9 7 1  
Canadian " Operation L I F T "  w h i c h  implemented a 50 
percent reduction in Canadian wheat output, slashing 
wheat acreage from 28 to 18 m i l l ion acres in the year. 
Widely cons idered a disaster b y  Canadian wheat-grow­
ers the operation serious ly disrupted the agricultural sec­
tor just  a year before foreign crop failures sent demand 
for wheat soaring . 

The Hoax 
Current real world food and nutrition re(l uirements far 

outstrip current American agricultural production 
level s ,  h igh as they are. Exist ing,  m uc h  less new, mar­
k ets are cut off by the burden of debt service obligations 
of principal ly developing sector nations to the bankrupt 
New York banks ,  whose international collection agency,  
the I nternational Monetary Fund,  has methodically dic­
tated the reduction of Third World i mports and ordere:d 
available foreign exchange channeled into principle and 
i nterest tribute.  

On the other hand , given a healthy world monetary sys­
tem and a ris ing amount of world trade,  it  i s  clear that 
the U . S .  wou ld find no difficulty whatsoever in marketing 
its 1 . 1  b i l l ion bushel so-called wheat surplus . 

u .s .  Protect i o n i st Leg is la t i o n  Co u l d Co l l a pse 

Wor l d  Sh i pp i n g  

S H I P P I N G  

London' s  Financial Tim es predicted last week that, 
after months of stall ing, the Carter A d m i n i stration would 
endorse a modified version of the oil i m port shipping pre­
ference legis lation pending in Congress .  As it  now stands ,  
the b i l l  calls  for 30 percent of U . S .  i m ported o i l  t o  be car­
ried by the u . s .  flag fleet by 1 980 - less than four per­
cent of this oi l  was shipped by the U . S .  i n  1 9 7 G .  I f  the addi­
tional tonnage needed i s  to be new ships bui lt in the U . S . ,  
then the shipbui lding industry here could not m eet the 
1980 deadline. The cargo preference reo uirements would 
mean adding 17 m illion tons to the existihg U . S .  fleet of 1 4  
mil l ion tons providing $ 1 3  bi l l ion in  n e w  contracts for 
U . S .  shipyards . , 

Shipbui lders , lobbying heavi ly  for the b i l l ,  say they can 
meet those requirements b y  1 98 5 .  The shipbui lding 

lobby, cal l ing itself the u . S .  Wart i m e  Co m m ittee to Turn 
the Tide,  has engaged G erald Rafshoon Advertis ing Inc . 
of Atlanta , Georgia to handle a wel l-funded public ity 
campaign that has included p r i m e  t i m e  televis ion and a 
double-page ad in Tim e Magazine.  The advertis ing 
agency 's  previous large account was Carter ' s  president­
ial campaign.  The lobby ' s  loudest voices in Congress are 
Rep. John M. Murphy (D-NY ) and Sen .  Magnuson (R­
Wash) , both of whom head marit i m e  com m ittees in  their 
respective legis lative bodies . 

The most vocal  oppos ition to the proposed bi l l  h <l s  
c o m e  fro m Brit ish a n d  Norwegian sh ipowners w h o  m a h G  
t h e  following argum ent : 

( 1 ) The additional U . S .  tonnage would further collapse 
the already depressed market leading to more defaults 
on tanker debts held by E uropean banks and to the dis­
mantl ing of E uropean shipyards . Norwa y  a lone would 
lose $ 1 . 5  b i l l ion a year in revenues ; 

(2 )  The bi l l  would not, as argued, increase U . S .  war 
fighting capa b i l it ies s ince the shortage i s  not i n  tankers 
but i n  naval  sh ips  to accompany them ; 

( 3 )  The cost to the U . S .  cons u m e r  wi l l  be an additional 
$ 3 8  b i l l ion on the U . S .  oil  import b i l l  equaling 3 . 7  cents per 
gal lon of o i l : ' 

(4 )  The b i l l  wi l l  increase the occ urrence of oi l  spil ls 
since it wil l  require the ful l  ut i l ization of th e obsolete U . S .  
fleet.  The average U . S .  ship i s  three t imes a s  old a s  the 
a verage British sh ip  and costs 30  perc ent more to operate 
than a Norwegian ship even though Norway pays 1 5  per­
cent  h i gher wages . 

Opponents of the b i l l  are hop ing for an amendm ent that 
w i l l  a l low the chartering of some of the idle tanker ton­
nage while the m arket is depressed.  However, tanker 
safety legis lation,  also about t6 be passed by Congress,  
and the absence of deep-water port fac i lities in the U . S .  
p rohibits 90  p ercent o f  the world fleet from docking here. 

Proponents of the two proposed deep-water port pro­
j ects in the G u l f  of Mexico including Hugh C. Scott of the 
Houston-based Seadock ,  Inc .  and Walter R eed, President 
of the New Orleans-based Loop I nc . ,  are hopeful that con-

ECONO MICS 7 



struction wil l  begin thi s  summer.  The p roj ects are cur­
rently stalled because of a Justice Department ruling 
that the consortium of oil  companies s ponsoring the pro­
j ect has to be opened to any parties  that want to co-spon­
sor. 

u . s .  shipping spokesmen have not been totally quiet 
about the world tanker cris i s ,  but have taken the oc­
casion over the past weeks to deflect critic ism onto the 
Soviet Union . John I. Aslioto of Pacific Far East Lines 
charged that the USSR i s  out to " de stroy the profitability 
of American shipping . "  He explained that the socialists 
have no stockholders to answer to and can back up their 
low cargo rates with the strength of their whole economy.  
Echoing his  concern was Karl  Bakke of the U.S .  Maritime 
committee who added that the 1976  shipping agreement 
between the U . S .  and the Soviets should be considered 
void.  The agreement allowed the U S S R  i nto Western ship­
ping conferences without speGifications on rate fixtures.  

Soviet Scapegoa t 
The U . S .  is trying to direct European displeasure with 

its protectionist policies toward the Soviet Union. The 
USSR represents a convenient target especially with the 
stated major motivation for U . S .  cargo preference being 
m ilitary preparedness .  Some E uropeans are also retail­
ing this l ine : a West German shipping company, Deut­
sche Dampfschiffrohrts Gesellschaft, issued a report 
blaming reduced company dividends on c utthroat com­
petition w ith the USSR ; a London Tim es article on June 
13 labeled the growing Soviet share of the tanker market 
as imperial ism.  

Soviet Shipping Minister Timofei Guzhenko went to 
Britain last week to defuse thi s  crit ic i s m ,  by identifying 
the crux of the problem .  In the five-year period after 
1975 ,  the Soviet Union wil l  increase foreign trade 16 per­
cent and its cargo fleet will grow 22  percent. In  the West, 
trade has fallen 11 percent with only a 12 percent growth 
of the cargo fleet. Guzhenko also c rit icized the U . S .  pro­
tectionist  response to the shipping cri s i s .  To help keep 
Western shipping alive,  the Minister promised that the 
Soviet Union would raise rates in some parts of the 
world,  and offered the British an even share of Anglo­
Soviet trade - the Soviets now handle 85 percent of this  
trade.  

The Soviet vis i t  to  Britain should b e  considered a suc­
cess because it helped turn the spolight back on the dan­
gerous U . S .  protectionist polic ies . U . S .  protectionism in 
this area could only be a p rop for U . S .  industry aimed at 
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a short-term war bui ld-up , based on wage austerity and 
the revival of the Cold War. Soviet moves to short-circuit 
this  can succeed because European national banking and 
shipping interests are close to realizing that they are at a 
substantial disadvantage due to the type of tanker debt 
they hold vis-a-vis that held by the New York banks . 

The Facts 
Although figures in thi s  area are the most guarded 

secrets , estimates from three sources < the Financial 
Tim es, Solomon Bros . ,  and R eynolds S ecurities) give us 
the following p icture : 

World tanker debt is $27 bi l l ion ; of thi s ,  $23 bill ion is  
said to be backed up by governments.  Half  a bi l l ion dol­
lars of the total tanker debt is said to be operating on the 
spot voyage market where rates have fallen below 
operating costs . As charters expire w ith no prospect of 
renewal at previous rates ,  the number of ships without 
charters is increasing rapidly,  w ith the current fleet of 
32 1  tankers said to be one-third too large for present 
needs .  F i ve-year charters have even been taken out 
below operating costs since the cost of layup and inac­
tivity is  large . A ship laid up for m ore than two years is 
not likely to ever become active again.  

For many banks,  their only guarantee i s  to hold the 
ship as collateral .  However, the price of ships has fallen 
on a glutted market . A typical  case is  the following : a 
260 ,000 DWT tanker delivered in 1973  cost $60 million , 80 
p ercent of which the bank financed as repayable over 10  
years . Today that tanker, about to lose its five-year char­
ter, is  worth about $15  m illion while the bank is still  owed 
$33 m i ll ion . 

U . S .  exposure in this crisis  is relatively small .  Of the 
$ 1 . 5  bil lion tanker debt known to be in default world-wide, 
only $1 110-200 million is  held b y  U . S .  banks , although they 
hold 20-25 percent of all tanker debt.  E ighty-three per­
cent of U . S . -held tanker debt is held by the five largest 
U . S .  banks who have been very conservative in their 
tanker lending.  They have loaned largely to big oil com­
panies for ships with 10  year charters . 

The biggest U . S .  tanker investor is Chase Manhattan 
with tanker loans accounting for two percent of their 
total loans.  They are followed by C iticorp, Manufac­
turers Hanover, Bank of A merica,  and Morgan. There 
are two sm aller banks w ith less  sound tanker loans 

Marine Midland and F irst National Boston. 

- James RQtonda 
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Asse m b l y L i n e Prod uct i o n . 

Of F l oat i n g  N u c l ea r  P la nts 

United States ,  French, and Soviet nuclear reactor 
industries are currentl y  in  the active stages of 
developing a l ittle-publ ic ized m ethod of producing 
nuc lear power p lants i n  assembly-l ine " mass produc­
tion . "  If fully applied to growing world energy needs , this 
can have a revolutionary impact on feasible  approaches 
to massive programs of industr i a l ization in developing 
countries and rapid  expansion of industrial and energy 
capabi l it ies in the advanced sector. 

The technology i s  commonly referred to as the floating 
nuclear p lant, or FNP, and as the name impl ies ,  it  in­
volves construction of nuclear power p lants on barge- l ike 
structures which can be floated to the desired final loca­
tion, e ither off an ocean coastl ine or i n  a river estuary 

suffic iently deep . The revolutionary aspect of the FNP 
concept i s  not the floating power p lants per se,  but that 
that fact a l lows a whole new approach to development of 
the power generating and related industry along the l ines 
of emp loying modular mass-production techniques,  
c o m p uterized product ion p r o c e s s e s  and s i m i lar 
m ethods,  long com mon to h i gh technology industries 
such as  aerospace .  

The Concept 
Present methods of constructing nuclear power fac i l i ­

t ies ,  com m only taking up to 5-6 years per plant, are 
based on a " case-by-case" individually designed con­
struction s i t ing made to fit widely  varying terrain and 
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other site requirements . The enormity of each site (one 
1 ,000 megawatt nuclear p lant can provide enough 
electricity to power a city of 750 ,000)  means that large 
nomadic teams of the most highly. ski lled craft and 
construction labor have to be recruited and assembled 
for each plant site for i mmensely complicated assembly 
of some of the most sophisticated engineering com­
ponents having to be coordinated at each decentralized 
plant site. 

With the FNP, all plants are built from a standard 
physical design and are centrally assembled at one 
fac ility much as shipbuilding is now done in advanced 
yards around the world. This allows the centralizing of 
all major subassembly at one site,  assembly and floating 
the finished power plant to its ultimate mooring. 
Westinghouse Offshore Power S yste m s  division,  
currently the only ones in the world actually constructing 
FNP ' s ,  estimates that once the production of several 
such plants has allowed developm ent of maximum 
production process efficiency, it  will be possible to 
construct a 1 , 000 MWe complete nuc lear plant from the 
initial laying of keel to final delivery in 27 to 30 months ! 
Such time scales are better by a factor of two or more 
over anything currently possible with decentralized on­
site construction methods .  

Although no presently existing shipyard facility in the 
world is sufficient to directly produce the 400 square foot 
barge-like structure needed for a 1 ,000 MWe reactor, the 
technology of any shipbuilding country is readily 
adaptable to construct a site with special large overhead 
gantry crane, and subassembly production factories 
surrounding it allowing production line assembly by 
crane . 

Spain or Italy would be ideal s ites for production of 
plants for destination anywhere contiguous to the 
Mediterranean region, including southern Europe,  North 
Africa, the Mideast, Greece,  and Turkey. Such plants 
should be part of integrated industrial complexes which 
would also be integrated into large desalination com­
plexes for irrigation in such region s .  Dredging and 
widening of the present Suez Canal,  a proj ect already 
under study to enable the larger super-tankers to carry 
oil and natural gas from the Persian Gulf to E urope, 
would enable economical delivery of FNP complexes 
from such Mediterranean sites to locations on the Red 
Sea and Persian Gulf, where future development per­
spectives see nuclear energy developm ent as essential in 
order to develop infrastructure for industrialization of 
the entire M ideast region . Israeli technological cadre 
would be an essential component of such development, as 
well as an obvious site itself for such FNP power sources.  

Scandinavian shipbuilding capacity readily lends itself 
to such an FNP construction site to provide plants for the 
countries on the North Sea and Baltic . In potential 
regional development locations such as the the R io de la 
Plata region of South America, Argentine shipbuilding 
infrastructure would be an obvious choice for locating an 
FNP construction complex for that entire region, or 
possibly also Brazilian shipbuilding centers . Japan and 
South Korea could serve as  the development location for 
the far East.  In short, anywhere there exists the ready 
available industry infrastructure for substantial ship 
construction, there exists the capability to construct such 
a complex. 
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Current Westinghouse estimates are that an annual 
output of four, five at the most, is the optimum feasible 
production of any one FNP construction facility for 
reasons of scale and availability of highly skilled labor 
concentrations . While obviously not an absolute limit, 
this provides an estimate against which regional 
medium- and long-range power production needs can be 
m easured . 

From the standpoint of actual siting possibilities,  
floating nuclear plants offer a number of advantages, 
whose full  potential has only partially been exploited . 
They can be s ited in rivers , bays , estuaries, inshore , 
nearshore and even offshore locations as far as three 

. m iles out in the ocean. They require a depth of 45 to 65 
feet of water and as little as 1 00 acres of geologically 
stable botto m .  The offshore siting solves the require­
ments for access to large quantities of cooling water, 
often a major problem limiting on-land site possibilities.  
Since the offshore plant merely hooks up by cable in one 
manner or another with the on-land power grid, the 
development of present state-of-art light water fission 
reactor FNP construction complexes can readily be 
adapted to construction of floating fast breeder reactors 
as well ultimately as fission-fusion hybrid or fusion 
reactors . 

In short, floating nuclear facilities offer an obviously 
desirable and vastly superior method of rapidly esca­
lating world power production capabil ity for vastly 
expanded industrial and agricultural output. The concept 
of the FNP has been in a serious developmental stage 
since the early 1 970s when Westinghouse together with 
the Public Service Electric and Gas (PSE and G) utility 
of New Jersey began work on the idea. It is  a testament 
to the stagnation of technological advance caused by a 
growing world economic and monetary decline that 
FNP ' s  are not already rolling off the production lines in a 
num ber of countries.  

The Westinghouse Case 
For those who tend to be sensitive to the proliferation 

of Naderite scare stories of the supposed danger of 
conventional nuclear power plants, the idea of floating 
such a plant somewhere out in the ocean, or even near 
the shore , may bring up the question whether such 
floating structures would be comparable to a floating 
radioactive time bomb. What if a hurricane or even a 
huge supertanker should collide with the FNP? The best 

, general answer to such question is  the reminder that the 
first power application of nuclear energy more than 
twenty years ago was the nuclear powered submarine . 
Nuclear power plants are not bombs in any way shape or 
form ; therefore the only valid question is : q iven such a 
large single power source what is the potential for 
disruption of vital electric services through some un­
forseen catastrophe? The experience of Westinghouse 
Offshore Power Systems together with New Jersey PSE 
and 'G in preparation for the construction of the Atlantic 
Generating Station, located 2 . 8  m i les out in the ocean, 
some 12 mi les from Atlantic C ity, has provided some of 
the most exhaustive oceanological testing inter­
nationally to date to answer j ust these questions.  

PSE and G, intending beforehand to ease the concerns 
of assorted environmentalists , decided to locate its first 
floating nuclear power plant as far from shore visibi lity 
as possible, providing a test of the applicability of the 



FNP concept in by far the most difficult physical circum­
stances.  Plants floated on the shore line or in less ex­
posed water are far simpler to m oor. In the Atlantic 
Generating Station . after exhaustive scale-model tests , a 
unique breakwater inside which the p lant would float in 
permanent moorings was designed .  The use of thousands 
of interlocking "dolosse , "  weighing anywhere from 1 1  to 
62 tons,  piled on top of a huge concrete and rock mound, 
created a uniquely porous yet firm structure able to 
withstand hurricane-force winds up to 204 mph and ab­
sorb the impact of a full-speed coll ision by a 326,OOO-ton 
supertanker with no damage inflicted to the plant. The 
station was sited in an area with no recorded seismo­
graphic evidence of earthquake disturbance, yet were 
such to occur, the plant would be unaffected since, being 
afloat, it is decoupled from the earth. 

To answer questions about fish,  a top level team of 
marine biologists under the direction of Dr.  Edward C .  
Raney o f  Cornell University has set u p  a permanent 
research laboratory on the New Jersey shore to study the 
ecology of all species of marine life in the area of the 
plant. As a result, a screening system has been con­
structed around the underwater base of the plant which 
will insure that the 1 7  degrees warmer thermal 
discharge will  be cooled to 4-5 degrees by the time any 
marine life comes into contact with it. 

As a result of these slightly . warmer but hardly 
destructive ambient temperatures ,  the breakwater 
surrounding the FNP will actually attract marine life, 
providing a sanctuary. Much to the dismay of various 
so-called friends of the earth, it was found that during the 
severe winter, when a nuclear power plant at Forked 
River, New Jersey had to be temporarily shut down, fish 
died from lack of the heated water e merging from the 
power plant. The Atlantic Generating Station would 
become a stupendous artificial fishing reef with the 
warmth of the thermal plume creating a form of magnet 
for lush algae, barnacles, sea bass,  lobsters,  and could 
potentially outdo the granites of Maine as tens of 
thousands of lobster would come to live in between the 
cracks of the concrete dolosse .  A proj ect director of the 
New Jersey Marine Ecological S tudy estimates that 
there would be more fish and shellfish in this area than in 
any other square mile in the Atlantic Ocean. The applica­
bility of such centers for aquaculture research and 
development is  an obvious area to be developed. 

Construction of the dolos-covered breakwater itself is a 

major engineering feat. The Dravo Corporation of Pitt-
t sburgh has been awarded a contract for $200 million for a 

four-year construction job requiring building the 20-foot 
wide dolosse at a concrete yard on the Delaware Bay, 
ultimately producing some 1 8 ,000 of these dolosse using 
more than five million tons of m aterial .  It should be 
stressed that this first PSE and G plant is being con­
structed under the most stringent aesthetic and environ­
mental constraints , which while it provides a useful 
affirmation of the range of applicabil ity of the FNP 
concept, would not be necessary in areas where the ideo­
logy of "Naderism "  has not polluted the local population, 
as the plants can be moored in breakwaters at the shore 
or in protected inlets , greatly reducing the cost and time 
of construction. The Atlantic G enerating Station case is 
worth covering, however, if only to indicate the scale of 
engineering ingenuity and m ultiple benefits which could 
be the springboard to entire ' allied developments and 
multiple usage of such complexes . 

In a sense it is ironic that the first i mpetus for the 
development of floating nuclear power stations grew out 
of " environmentalist" consideration s .  The real contribu­
tion ' of the concept is that it offers the possibility for 
assembly line mass production of nuclear power 
generating capacity in far shorter times than anything 
previously thought possible. 

The fact that more countries have not begun crash 
development of this capability is  largely due to the 
domestic delays in Europe,  Japan and elsewhere caused 
in no small  part by "environmentalist" sabotage of 
nuclear power through delayed court cased and heated 
demonstrations - added to the enormous problems of 
financing such large long-term capital expenditures in 
the face of a growing hyperinflationary international 
monetary crisis .  A number of European governments in 
recent months have taken measures to come in and bail 
out their threatened domestic shipbuilding capacity 
through state takeover of the bankrupt but otherwise 
sound industries . This ,  combined with other state 
financing and credit guarantees tied to the growing 
number of nuclear technology transfer agreements 
between Europe and various OPEC and East Bloc 
countries,  would be the obvious direction to go in order to 
provide credit for a crash development program. There 
is no need for the world to wait with baited breath until 
the first pl�t is floated out to the Atlantic Generating 
Station in 1 984 by Westinghouse .  

- William Engdahl 
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Ca nad ia n E nergy Boa rd Sets Stage 

For U .S .  - Ca nada Gas War 
This week's  decision by the Canadian National Energy 

Board to reject Artic Gas ' s  proposal for a pipeline to 
transport U . S .  and Canadian north slope gas to southern 
markets has drawn the battle lines for what could be­
come a devastating energy war in North America. Al­
ready, the NE B's  decision has given new impetus to the 
Carter Administration's lethal " Proj ect Independence" 
energy austerity plans : 

The NEB rejected the six-year old MacKenzie Valley 
pipeline plan in favor of a hastily organized proposal by 
Foothills Pipe for an all-Canadian (AICan) route which 
would initially carry only U . S .  P rudhoe Bay gas to the 
U . S .  with provisions for an eventual spur to carry the 
Canadian Beaufort Sea gas reserves to southern Canada 
five to ten years from now. In rej ecting the Arctic plan. 
the energy board, a federal regulatory agency. has 
followed the lead of a gaggle of environmentalist and 
"native peoples" organizations , as well as zero-growth 
" Canadian nationalists" who have attacked the plan for 
environmental reasons and for "giving" Canadian gas to 
the U . S .  

In essence,  the Arctic G a s  proposal would have made 
both Canadian and U . S .  gas reserves available to meet 
current U . S .  gas shortages. ensuring continued or in­
creased Canadian gas exports.  A lternate proposals, in­
cluding AICan and a trans-Alaskan route sponsored by E I  
Paso Company o f  Texas , would delay. if not entirely el­
iminate, development of Canada' s  Beaufort Sea reser­
ves , virtually guaranteeing cutbacks in Canadian gas ex­
ports even from conventional sources as a "conserva­
tion" measure in Canada. 

Such cutbacks have been hailed in Canada by groups 
such as the Committee for an Independent Canada 
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( which has been linked to the Washington-based terrorist 
controllers of the Institute for Policy Studies) as well as 
Rockefeller oil interests because they will  further 
Canadian "self-sufficiency" through development of the 
Athabasca tar sands and other heavy oil proj ects . Con­
tinued obj ections by environm entalists and native-rights 
groups in Canada to any pipeline route have additionally 
aided the Rockefeller cause. 

In Washington, where J immy Carter m ust ultimately 
decide the fate of the various pipeline proposals in rec­
ommendations due in September, opposition to the Ca­
nadian routes is already being organized, led by Senators 
Eastland (D-Miss) , Stennis (D-Miss) and Henry Jackson 
(D-Wash) and Representatives S lack (D-W.Va.)  and 
Murtha . Foes of the Canadian p roj ects have 
pointed to the native claim s  issues, environmentalist 
arguments and "patterns of Canadian unrest" including 
Quebec separatism (covertly sponsored by the Rocke­
fellers ) as reasons to back the all-U . S .  EI Paso line, re­
gardless of the possible dire consequences of Canadian 
export cutbacks . Even more devious,  a recent letter to 
the President signed by 16 Congressmen urged him to re­
j ect the Canadian pipeline routes in protest against the 
" fai lure of Canadians to consider the human rights of the 
natives . "  

All this .  combined with Canadian nationalists ' de­
mands not to " squander" Canadian resources on the 
United States,  sets the stage for a North American gas 
war. Activation of such a war would provide Carter with 
precisely the rationale to implement Schlesinger' s U . S .  
gas-rationing plan with drastic cuts in consumption, a 
plan that has already met with wide resistence in Con­
gress and the U . S .  press .  



COUNTERINTELLIGENCE 

The Russe l l Sage Fou ndation : 

70 Years Of Mon etarist Su bversio n 
On March I ,  the New York Tim es announced that the 

Russell Sage Foundation (RSF)  had hired three of the 
USA's most prominent social scientists to direct a 
program with new emphasis on " New York City's  
problems and institutions"  to begin this fal l .  To the 
political analyst familiar with twentieth century political 
intelligence operations ,  the nam ing of the relatively 
obscure Russell Sage Foundation comes as no surprise. 
In the forging of monetarist hegemony over traditional 
U . S .  institutions, the Russell Sage Foundation has played 
the central role. 

At every key historical j uncture in the twentieth 
century, starting from the moment of its founding in 1 907 ,  
the RSF has been called upon by the ruling monetarist 
circles to initiate the programs,  set up the infrastructure, 
and educate the educators that would exercise mone­
tarist influence and control over American society. The 
RSF is, in fact, not an American institution at all but the 
foremost expression of the " British system" imported 
into the United States by the American heirs of that 
imperialist looting system.  Predictably then, the RSF 
spawned or was instrumental in form ing evenr signi­
ficant intelligence operation created by Wall Street, 
including the Rockefeller "philanthropies , "  the Council  
on Foreign Relations,  Interpol and present day Wall 
Street controlled sections of the CIA,  Military Intel­
ligence, the Justice Department and Treasury. The cor­
poratist social policies spawned by the RSF add up to 
fascism on the model of the Mussolini government. 

When the RSF was founded in 1 907 ,  its huge initiating 
endowment ($10 million from the widow of the "robber 
baron" Russell Sage) and its blue ribbon panel of Fabian 
social planners and financiers immediately made it the 
leading institution in the field. The R S F  was greeted in 
the New York press as the ultimate solution to the "social 
and living conditions in the United States of America . "  
With only eight foundations i n  existence i n  the U . S .  at the 
time, most of them conduits and havens for the personal 
fortunes of old American families , the RSF goal of . 
developing "scientific social work , "  the "national 
scope" of the foundation and its self-appointed role as ini­
tiator of "necessary agencies and institutions , "  imme­
diately made it the central institution in the country for 
launching every form of social control and Fabian 
political subversion operation that Wall Street found 
necessary to subdue their industrial and labor op­
position . In the decade leading up to U . S .  entry into 
World War I, the RSF evolved into a cornerstone of 
Rockefeller family'operations.  In collaboration with such 
Rockefeller family fronts as the National Civic Feder­
ation and hirelings like Raymond Fosdick, the RSF 

pioneered the corporatist social institutions which were 
the underpinnings of monetarist political hegemony 
forged at Versailles. 

Labor Cou nter i n s u rg e ncy 
The central domestic goal o f  the R S F  was t o  develop 

strategies and institutions that would ensure Wall 
Street 's  goal of keeping the labor movement isolated ' 
from industrial capitalists opposed to Wall Street's loot-
ing policies . The RSF accomplished this by simul­
taneously propagandizing for corporatist forms of in­
dustrial organization, and fostering the development of I 'anarchist terrorist networks through the Settlement 
House movement. 

' 

While the RSF,  from its inception, conducted major 
profile studies of the working population, the first major 
push for corporatist forms of industrial organization was 
the RSF's  study of the so-called "Rockefeller Plan . "  The 
Rockefeller Plan was the " solution" imposed on the 
workers of Rockefeller's Colorado Fuel and Iron Com­
pany following the bloody strikes which culminated with 
the Ludlow Massacre in 1 9 1 3 .  It called for impotent 
worker-management committees to discuss "working 
conditions , "  and was the first coparticipation scheme 
introduced in the U . S .  In 1 9 1 9  the R S F  did a study of the 
plan and concluded that it should serve as a model for the 
nation's  industry. As the R S F  evaluated the problem,  
"There was much industrial unrest in the U. S .  in part due 
to the rising costs of living, but also to mounting dis­
satisfaction of workers with the slight share they had in 
determining working conditions . The great need seemed 
to be for a plan of organization that would give them a 
voice in determining the condition of their employment 
while at the same time placing upon them more respons­
ibi lity for the quality and quantity of their output . "  The 
RSF "s study of the Rockefeller Plan found that "the 
Rockefeller Plan . . .  marked a distinct step in advance in 
an industry so devoid of a tradition concerning the 
representation of workers" and concluded that "the 
Colorado Fuel and Iron Company stood out as a pioneer 
in the improvement of human relations " ! 

In one of the largest, most sophisticated studies of its 
kind ever undertaken in the U . S . ,  the RSF,  in the year of 

,
its founding, funded and produced an in-depth study of 
,the working population of Pittsburgh. Modelled after the 
famous study of the London working class done by the 
British Fabian Society, the Pittsburgh Survey became 
the focus of national attention as the first comprehensive 
mapping of a working population in a major industrial 
c ity.  It paved the way 'for Fabian trade unions to enter 
the company towns and was the chief means by which 
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Wall Street gained political leverage over local indus· 
trialists . The survey became a constant source for muck· 
racking journalists hired by Wall Street to propagandize 
about the "evils of industrialization . "  

The RSF did a similar study of the working population 
in San Francisco after the great fire, and then branched

· 

into profiling women workers in the New York City's 
garment district and the munitions industry. These 
profiles were later used when the R S F  was called in to 
supervise the munitions production industry and make 
recommendations for replacing m en wherever possible 
with women to free manpower for fighting during World 
War ! .  

The R S F ,  Fosd i c k  a n d  Terror ism 

The R S F ' s  push for developing corporatist forms of 
industrial organization was complemented in their 
strategic design by the deployment of anarchist terrorist 
networks against the labor movement and industrial 
capitalists . This Fabian-RSF technique of s imultaneous­
ly subverting the labor movement and discrediting con­
servative industrialist political opposition is best 
exemplified in the career of one of the RSF's  star pupils .  
Raymond Blaine Fosdick. 

Trained by the RSF. Fosdick throughout most of his 
adult life was John D .  Rockefeller, Jr . ' s  chief political 
operations man and financial manager. During his 
career Fosdick controlled the Rockefeller Foundation, 
the Rockefeller Institute for Medical Research. the 
Rockefeller General Education Fund, the Laura Spel­
man Rockefeller Fund. the Brookings Institution (of 
which he was a founding member) and the National 
Institute for Public Administration. 

Fresh out of Princeton. Fosdick came to New York City 
in 1907 where. while attending New York Law School, he 
worked at the Henry Street S ettlement House. Henry 
Street. as all settlement houses. was essentially a field 
office for the RSF.  The RSF used the mass of statistics 
compiled by the settlement house workers on local im­
migrant and working populations as  the basis for much 
of their soc ial control legislation . The RSF,  for example. 
plugged into

· 
existing settlement house and Charity 

Organization Society networks when they did the Pitts­
burgh Survey. 

In addition to engaging in these " respectable" 
operations. Henry Street was the New City center for 
international Russian anarchist networks and part of a 
budding international intelligence operation being 
assembled by the RSF.  Such personalities as the Russian 
anarchist Prince Kropotkin were regular visitors and 
guests at Henry Street. 

It was in association with these anarchist networks 
that Fosdick gained his early experience.  One of his 
early assignments found Fosdick providing bail money 
for Emma Goldman. a notorious anarchist leader being 
held in a New York City j ail  at the time. Goldman was the 
close associate and mistress of the would-be assassin of 
Carnegie Steel 's Henry Frick, and in 1 901 engaged in a 
nationwide speaking campaign in defense of President 
M c K i n l e y ' s  a s s a s s i n .  who not  c o i n c i d e n t a l l y , 
assassinated McKinley not long after attending a lec­
ture on anarchist action by E m m a  Goldman ! 
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" Reform " 
While fostering the development of anarchist "black 

operations " through the Settlement House Movement. 
the RSF directed a series of "progressive reform " cam­
paigns designed to break labor and public support for the 
inner city political machine of New York City's Tam­
many Hall and secure the city as political base of 
operations for Wall Street. One such "reform " was the 
takeover of New York City's  loan sharking rackets. At . 
this time. the RSF began an association with organized 
crime that has persisted to the present day. The anti�loan 
shark campaign was launched in 1 909 . by the RSF and 
j oined officially by New York City in 1 9 1 1  when. at the 
" request" of the RSF, Raymond Fosdick, who had 
graduated by this time to Commissioner of Accounts for 
New York City. launched an official investigation. By 
1 91-3 as a result of the Fosdick investigation, and constant 
exposure in the press .  all orchestrated by the RSF.  New 
York C ity loan sharking operations were replaced by a 
Wall · Street-controlled system of credit unions and 
savings banks operating on the Fabian principle of 
"philanthropy plus 6 percent. " Far from eliminating the 
loan . sharking operations, the R S F  put high interest 
usury on a more rigorous basis .  The RSF introduced laws 
into virtually every state (24 by 1913) licensing high rate 
loans and making arrangements with employers to 
ensure that workers who had contracted debts to credit 
unions and the like had continued employment at least 
until the loan was paid off. Com menting on some of the 
problems R S F  operatives had in foisting this operation 
off on the public . the official RSF history reports that "it 
was comparatively easy to expose the illegality and im­
morality in the loan shark's  activities . . .  it was more dif­
ficult to convince the public and legislators of the neces­
sity for permitting higher charges than were legal for 
ordinary business loans and to determine what the 
charges should be. " 

Occurring simultaneously were investigations into 
New York City's police department and court system . 
both bastions of Tammany political power. Part of the 
investigation into police "corruption" was a study on 
" white slave traffic " (prostitution) launched jointly by 
the RSF and Fosdick. The study com mission was chaired 
by John D. Rockefeller. Jr. and marks the first direct 
collaboration between Rockefeller. Fosdick and the RSF. 
The result of these various campaigns was the total 
reorganization of the police department and the city's 
court syste m .  centralizing patronage in city hall and 
taking power away from the ward bosses . It is in this 
period. immersed in Fabian intrigues to secure New 
York City for Wall Street. that Fosdick. under the guid­
ing hands of the RSF. first conceived of using control 
over illicit activities and anarchist networks as the ideo­
logical basis for an anti-labor. anti-industrial movement 
that would ensure monetarist political hegemony world­
wide. Fosdick elaborates this program explicitly in his 
later proposals for the League of Nations . 

The RSF and Versai l l es 

When U . S .  monetarist circles finally maneuvered the 
U . S .  into war against Germany in 1 9 1 7 .  an operation in 



which RSF founder Cleveland H .  Dodge was intimately 
involved, the RSF was immediately brought into the 
Wilson government to engineer the post-war financial 
and political arrangements . The strategic design for this 
American monetarist hegemony was the so-called 
" Parvus Plan" designed by British intelligence 
operative Alexander Helphand ( Parvus) and adopted as 
a policy by the Rockefellers and other American mon­
etarists . 

The· ParVuS Plan called for breaking up Eastern 
Europe and Russia into small nominally independent 
liberal states, their financial credit institutions con­
trolled by London bankers . British intelligence services 
were supposed to ensure the creation of such liberal 
states through the promotion of nationalist and assorted 
pan-S lavic anarchist movements which would sabotage 
any overall socialist or capitalist approach dealing with 
questions of economic development. 

U . S .  monetarists however, p lanned to implement the 
British Parvus Plan without the British. The primary 
means for accomplishing this would be private intel­
ligence operations organized by the R S F .  Not only did the 
RSF,  together with Rockefeller flunkey John Foster 
Dulles, actually write the reparations sections of the 
Versailles Treaty, gaining a crucial foothold for 
American monetarists over the post-war German 
reparations , but the RSF deployed the political intel­
ligence networks that made this Wall Street foothold over 
British monetarists a poli

'
tical reality . 

The planning for this began in a Washington, D . C .  
meeting i n  April 1 9 1 7  between top R S F  executives John 
M. Glenn and Leonard Ayres,  Secretary of War Newton 
Baker, Director of the Council  of National Defense 
(CND )  Grosevnor B. C larkson, and the head of Civilian 
Relief for the American Red Cros s .  It was decided at this 
meeting that the RSF would supervise the expansion of 
the U . S .  Army and Navy to a full  war footing and 
organize the U . S .  government's economic intelligence 
capabilities .  

The j ob of organizing the nation's economic in­
telligence operations fell to Leonard Ayres , the head of 
the RSF Statistics Division. Ayres i m mediately moved to 
Washington and became head of the CND 's  economic 
intelligence operations . ·  In this capacity Ayres was 
charged with assembling a current picture of the 
disposition of men and supplies for the CND . By October 
1 9 1 7  Ayres was in charge of economic intelligence for the 
War Industries Board, headed by Rockefeller crony 
Bernard Baruch ; the Allies Purchasing Comm ittee 
headed by monetarist Charles Dawes ; and provided 
weekly intelligence reports for the War Department, the I 
Maritime Conference and the House and Senate Military 
Affairs Com mittees.  Early in 1 9 1 8 ,  having completed the 
establishment of a civilian organization in the govern­
ment and preparing for postwar negotiations, Ayres and 
his operations were moved directly into the Army 
General Staff, where he organized a sim ilar operation 
which soon began providing daily reports to General 
Pershing in France.  

In November 1 9 1 8 ,  Ayres accompanied Woodrow 
Wilson to Versailles . His intelligence department wrote 
the "sections of the peace treaty relating to indemnities 
and economic matters . "  Working with Ayres was John 
Foster Dulles . He wrote the U . S .  delegation' s  main 

economic brief as well as some of the "economic 
ciouses " of the treaty and article 231  of the treaty, which 
placed the entire blame for the war on Germany. 

Simultaneous to the shaping of the beginnings of lower 
Manhattan's financial hegemony over competing British 
interests, the RSF deployed the political intelligence 
networks that would be the collection apparatus for the 
debts imposed at Versailles and the basis for the later 
launching of organizations such as Interpol .  

In one of these sundry intelligence operations in 19 18 , 
the RSF,  at the request of the Secretary of State Lansing, 
organized the highly secret National Alien Enemy Relief 
Com m ittee (NAERC) . Acting as the agents for German 
and Austro-Hungarian interests " innocently han­
dicapped by war regulations , "  the comm ittee 
established crucial contacts in the Swedish and Swiss 
legations creating additional intelligence capabilities in 
Eastern Europe and the Soviet Union . The NAERC was 
in effect a continuation of operations begun by the 
famous 1 9 1 7  Red Cross m ission to Moscow headed by 
William Boyce Thompson, the head of the New York 
Federal Reserve. Thompson was trying to line up 
Russian raw materials for Wall Street looting operations.  
The RSF was involved in that early mission through 
heavy contributions to the Red Cross made by RSF 
founders Margaret Olivia Sage and Cleveland H. Dodge . 
The most crucial of these operations,  however, was the 
preservation of the British intelligence squadron being 
run out of the German Naval Transport Department by 
British agent Admiral Wilhelm Canaris .  Almost all the 
German military departments were dismantled by the 
Allies at Versailles, but Admiral Canaris '  Naval Tran­
sport Department survived intact.  Ayres , who was the 
American Army representative to a U . S . -Bristish con­
ference late in the sum mer of 1 9 1 8  to negotiate U . S .  ac­
cess to British shipping resources,  was personally in­
volved in the process that led to the Canaris operation 
surviving. 

At the outset of this process,  Raymond Fosdick was on 
" special assignment" to the U . S .  Mexican border . When 
the U . S .  entered the war, he was called back by 
Secretary of War Baker to head the U . S .  Commission on 
Training Camp Activities .  On the executive com mittee 
with Fosdick was Leo Hanmer of the RSF Recreation 
Department. Together with the staff of the Recreation 
Department, Hanmer and Fosdick organized the 
massive expansion of training programs for the U . S .  
Army and Navy. Whi le Hanmer ran the training 
programs out ofRSF offices in New York City, Fosdick 
traveled to Canada and E urope,  settling eventually in 
Pershing's HO in France .  At Pershing's HO, Fosdick, 
now Pershing's  personal aide, teamed up with Ayres to 
provide Pershing with reports analyzing U . S .  troop 
strength and morale and making recommendations for 
their further disposition and training. 

The R S F ,  I nterpol  a n d  

T h e  Leag u e  o f  N at i o n s  

A s  the Bolsheviks consolidated power in the newly 
formed Soviet republic in October 1 9 1 7 ,  it became clear 
to monetarist forces in the U . S .  that their option for 
Balkanizing Eastern Europe and Russia for natural 
resource looting through the " Parvus Plan" had ended, 

CO U NT E R I NTELLIG E N C E  3 



or at least haa been temporarily blocked . While a series 
of mercenary armies were hurled against the new Soviet 
republic, the Fabian social work networks in the U . S .  and 
Europe were launched into furious activity to consolidate 
anti-Bolshevik political formations in Europ.e and the 
U . S .  The crux of this activity was RSF and related 
operations and purely Rockefel ler family networks 
created by Raymond Fosdick. The League of Nations 
( 1 9 1 9 )  and the Internat i o n a l  C r i m i n a l  P o l i c e  
Organization ( 1923) became integrated aspects o f  this 
anti-Bolshevik deployment through the joint efforts of 
Fosdick and the RSF.  

When war broke out in E urope in 1914 ,  Raymond 
Fosdick could be found touring the continent doing a 
study of the police departments of every major European 
city. Fosdick assembled detailed operating profiles of 
police departments while cultivating a network of like­
thinking Fabian operatives . Funded by Rockefeller 
money conduited through the eugenics theorists at the 
Bureau of Social Hygiene in Columbia University, the 
study was published in 1 9 1 5  under the title European 
Police Systems and immediately became the theoretical 
and practical basis for Fabian law enforcement in 
general and Interpol in particular.  Fosdick' s  study 
coincided, not accidentally, with the first International 
Criminal Police Congress held in Monaco in 1 9 1 4  under 
the guidance of Dr. Johan Schober, the police com-, 
missioner of Vienna . Schober had his police department 
singled out by Fosdick as a model for all European and 
American cities .  Although war interupted these ac­
tivities,  the efforts were later consolidated with the 
founding of Interpol in 1 923 at the next international 
police congress, once again presided over by Schober. 

Before this private police network was made ab­
solutely necessary however, Fosdick and the RSF at­
tempted to launch the same operation but with direct 
interface in U . S .  and E uropean governments through the 
League of Nations.  With the Versai l les treaty guaran­
teeing Rockefeller financial hegemony over German 
reparations, Fosdick saw the opportunity to launch his 
anti-industrialist, anti-labor subversive crusade on an 
international scale using the m ethods ( control of illicit 
activities) developed in joint collaboration with the RSF 
during his  early "reform " activities in New York City. 
Appointed as U . S .  Undersecretary to the League of 
Nations by his close friend and former teacher at 
Princeton, Woodrow Wilson, Fosdick outlined his scheme 
in a letter to then Secretary of War Newton Baker : 

The non-political activities of the League are going to 
be imm ensely importan t  and are going to furnish an 
a dm irable place to start the building of a new 
technique. I mean the functions outlined in articles 
23-24 of the Covenant - the control of disease, drugs, 
traffic in wom en and children, arms com­
m unica tions and transit etc.  Through these 
rela tively non-controversial m a tters we can build a 
technique, we can esta blish a procedure and develop 
precedents; we can get the "feel" of interna tional 
cooperation in pursuit of a com m on goal. Each step 
tha t we take however halting, e very decision tha t we 
reach as a result of frank disc ussion, will be a 
definite advance toward ultim a te world pea ce. The 
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result will be tha t  when another Sarajevo comes, the 
world can meet it with a system which has been 
developed and ma tured in many different areas and 
in many meetings of the family of na tions. 

In a s imilar letter to John D .  Rockefeller, Jr. Fosdick 
outlines a comprehensive phin for making the League a 
vehicle for consolidating Rockefeller 's  hegemony over 
the British monetarists . 

With the defeat of the Versailles Treaty in the U . S .  
Senate, a l l  o f  these preparations received a temporary 
setback.  Forced to resign from the League in January 
1 920,  and deprived of any official standing, Fosdick 
founded the League of Nations News Bureau and con­
tinued to build his operations privately. By 1923 the 
League News Bureau was absorbed into an expanded 
League of Nations Association, and had become the 
center of League activities in the U . S .  During this period 
Fosdick participated in the founding of the Council on 
Foreign Relations with his close friend Hamilton Fish 
Armstrong, and deployed Rockefeller agents of influence 
through Europe from his position as controller of the 
Rockefeller philanthropies.  1 923 also marked the first 
international police conference since Fosdick toured 
Europe in 19 14 ,  and the successful launching of Interpol. 
All of the old familiar themes from the founding of the 
League of Nations were sounded at the Interpol founding 
conference with Schober and Oscar Dressler, the head of 
Interpol until 1 938 when it was taken over by Nazi SS 
chief Heydrich, leading the ideological battle against 
" Bolshevism . "  Both Dressler and Schober made pleas 
during the conference for League recognition of Interpol. 
By 1 936 Interpol had evolved into an international police 
network under the control of the Nazis, with Fosdick' s  
anti-Bolshevik ideological perspective hardened t o  the 
point that Interpol was viewed by its own top officials as 
a "counterintelligence ideological front to combat 
Bolshevik infiltration . "  

While Fosdick organized pro-League activities out of 
the League News Bureau, the R S F ,  equally unrestrained 
by official U . S .  policy, incorporated the League into its 
international operations through the League's  In­
ternational Labor Office ( I LO ) . Mary Van Kleek, the 
director of the RSF Industrial Studies Department, was 
appointed to the American Advisory Committee of the 
League ( 1 924) and through her extensive travels in 
Europe coordinated the development of a vast array of 
Fabian labor-management think tanks which included 
overlaps and coordination with the espionage network 
run by Karl Korsch's Frankfurt School . The Frankfurt 
School was later fully integrated into the overall RSF 
networks when, in 1932, ILO director Alber Thomas 
asked the Frankfurt School to open offices in ILO 
faci lities in Geneva. 

Contacts developed in this period were the basis for the 
creation in 1933 of an organization called the Hospites.  
Run by top RSF executives ,  the Hospites was ostensibly 
concerned with the plight of "German social workers" 
interned in concentration camps in Germany. This 
"highly secret" program was actually involved in 
smuggling people out of these camps and out of Ger­
many, and relocating them in the U . S .  These private 
Rockefeller-RSF controlled escape networks , initially 
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Russell Sage Set Up Twentieth Centu ry Fu nd 

The Twentieth Century Fund, the Rockefeller 
family thinktank that created J i m m y  Carter 's  Fed­
eral Election Commission plumbers unit and that is 
now circulating Capitol Hill proposals for a 
Mussolini-modeled rationalization of the U . S .  bank­
ing system, is a second-generation offspring of the 
original "CIA" institution in the U . S . ,  the Russell 
Sage Foundation . 

The Fund was incorporated in Massachusetts in 
1 9 1 9  as a project of Edward A .  F i lene and Louis 
Brandeis, the New England representative of 
Standard Oil 's  Sullivan and Cro mwell law firm . 
During the first years of the Fund ' s  operations , 
F ilene and Brandeis relied heavily on the Russell 
Sage Foundation for personnel ,  proj ect outlines , 
and funds. From the Foundation, the Twentieth 
Century Fund took over U . S .  dissemination of 
" Fabian Socialist" intelligence and counterinsur­
gency policies from Britain, where they have long 
been used by the Rothschild bankers ' personal 
socialists, Sidney and Beatrice Webb.  

used for getting social workers out of Germany, were 
later used by the

· 
Nazis themselves to escape allied ar­

mies c losing in on the defeated Third Reich.  

The R S F ,  T h e  N ew Deal  
And Wor ld  War Two 

When FDR moved into the White House in  1933 he  in­
stitutionalized RSF social policy as official U . S .  domestic 
policy. Com mitted to a variation of the " Parvus plan" as 
a strategic doctrine, FDR in his first days in office 
launced the institutions that would insure the integrity of 
the majority of Wall Street 's  debt holdings . Not ex­
pecting to fight a war in which the entire industrial might 
of the country would have to be mobilized, FDR 
proceeded to dismantle the nation ' s  industrial base and 
disperse its trained industrial cadres into labor camps 
and proj ects of various sorts as a m eans of cannibalizing 
the wealth of the nation on behalf of Wall Street' s  debt 
holdings . 

At the center of Roosevelt 's  assault on the country's 
productive base was the nakedly fascist National 
Recovery Administration ( N R A ) . De mogogical ly 
playing off of  the population's disgust with sweat shop 
conditions in many marginal industries,  Roosevelt used 
the NRA industrial code hearings s imultaneously as a 
battering ram against the nation' s  industrialists and any 
independent labor movement. 

For its first six months,  the NRA was run by General 
Hugh S. Johnson, an unstable character prone to bouts of 
drunkeness and depression . Johnson managed to or­
chestrate , with the help of a massive m edia blitz, a sem i­
successful mobiiization of the population in support of the 
corporatist goals of the NRA. Outflanked by FDR with 
this operation, virtually every industry was brought 

A recent Fund task force proj ect, implemented in 
the Russell Sage tradition , has prepared the legal 
groundwork for wholesale looting of U . S .  trade 
union pension funds by the New York banks with a 
study of "cbrruption" and " conflict of interest" in 
the trade unions . 

Reflecting the same " Fabian" outlook and 
Russell Sage's  "social-work" orientation, the 
Twentieth Century Fund's  emphasis from its incep­
tion has been Big Brother forms of social control 
and manipulation, and alteration of U . S .  laws and 
constitutional procedures on behalf of the Wall 
Street banks . Throughout its history, the Fund has 
served as an outlet' for operations devised by 
Russell Sage braintrusters , has been a partner in 
R ussell Sage-initiated proj ects and investigative 
work, and has functioned as a contracting agent for 
Russel l  S a ge-devised " c o m m unity control "  
heresies against the American system of govern­
ment, law and economy. 

under NRA codes and flew the blue eagle symbol of the 
NRA as a sign of compliance .  This initial phase ac­
complished, essential policy control over the NRA from 
January 1934 was exercised by Leon Henderson, the head 
of the RSF Remedial Loan D epartment, who was 
brought in as the NRA ' s  chief economist. While Hen­
derson began shaping NRA policy at the top, the RSF 
Industrial  Studies Department which had been 
monitoring the functioning of NRA industrial code 
hearings all along , assembled industry by industry 
recommendations on labor and economic policy. 

When the NRA was declared unconstitutional in May 
1935 ,  the policies initiated by it continued under various 
guises . In June 1 934 for example ,  Henderson com­
miss ioned the RSF to do a study of national consumer 
credit. The study was done by Henderson' s  former aid at 
the R S F ,  Rolf Nugent, now the director of Henderson's  
old department renamed the Consumer Credit Depart­
m ent. Nugent 's  study was published in 1 939 under the 
title Consum er Credit and Economic Stability and was 
the basis for the so-called Regulation W promulgated by 
the Office of Price Administration (one of Henderson' s  
later proj ects ) and the Federal Reserve Board i n  1941 
before the u . S .  entered the war. Regulation W cut off 
consumer credit by increasing down payments , shor­
tening repayment terms and controlling charge ac­
counts . Because of the cut off of their regular domestic 
m arkets , these measures forced the nation's  industries 
into war related production, a shift which was otherwise 
illegal for Roosevelt to order because the U . S .  was not 
yet at war. 

The other maj or area of R S F  implementation and 
input into New Deal policies was in the area of "unem­
ployment relief, " i . e .  the labor intensive work camp 
system of the Civilian Conservation Corps and the Works 
Pr�gress Administration . From 1 933-35 the RSF set up 
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the administrative infrastructure for these slave-labor 
proj ects, training the "recreation leaders" of the WPA in 
special schools set up in New York and setting up the 
" recreational and vocational"  programs for the CCC 
camps.  The RSF Charity Organization Department 
additionally functioned as the " advisor on method or 
center of information" for the WPA as a whole. And when 
the NRA was disbanded in 1 935 ,  Henderson became the 
WPA's chief economist.  

As in World War I the RSF operations were deployed 
directly into key government positions when war broke 
out. Henderson became administrator of the Office of 
Price Administration (OPA) with John E. Ham m ,  
Henderson' s  former assistant at N R A  and former 
assistant to Rolf Nugent at the R S F  appointed deputy 
administrator. Nugent himself became the chief of 
OPA's  Office of Credit Policy. 

The RSF Charity Organization Department was tap­
ped in 1942 by Roosevelt, following the allied North 
African invasion to set up training schools for Naval and 
other m ilitary officers to instruct them in " the civilian 
administration" of occupied territories . This was ex­
panded in 1 943 when Donald S. Howard, the associate 
director of the RSF Charity Organization Department 
became a consultant to the newly formed United Nations 
Relief and Rehabilitation Adm inistration (UNRAA ) 
where he moved into policy controlling positions . 
Howard was joined at UNRAA by Rolf Nugent, who had 
been sent out of OPA by this t ime,  into the Civilian 
Requirements Branch of the War Food Administration . 
At UNRAA Nugent took charge of " allocation of food, 
clothing and equipment for l iberated areas . "  Howard' s  
boss a t  RSF,  Joanna C .  Colcord , w a s  pulled into 
Washington to shape policy for the Office of Defense, 
Health and Welfare, the prec ursor to Nelson 
Rockefeller 's  Department of Health, E ducation and 
Welfare. 

As in World War I this array of deployments placed the 
RSF trusted operatives into those  areas that would en­
sure that Wall Street policy was implemented as official 
U . S .  policy. 

At the conclusion of World War I I  the RSF underwent a 
dramatic change in m odus oper.andi. A prominent well 
publicized institution throughout its history, the RSF sold 
its building, dismantled its formal department structure , 
donated its library to the City University and began 
operating on a much lower profi le .  The presence of a 

large formal institution was no longer necessary . With 
the Bretton Woods system set up, the United Nations 
successfullY launced and the Marshall Plan guaran­
teeing support for U . S .  monetaris m  from its traditional 
conservative opposition, U . S .  monetarism (Rockefeller) 
had finally moved into the position of hegemony over the 
British that the RSF had been instrumental in shaping 
since its creation. 

The RSF now focused its energies into making the 
innovations necessary for implementing the grand 
Rockefeller strategy for " Fascism with a Democratic 
Face . "  Not satisfied with the old methods of subversion 
of the constitution and control over the population, the 
RSF sought to further refine these techniques using the 
psychological warfare experience gained during World 
War I I .  In one of their most insidious efforts , the RSF 
funded a proj ect for applying behavior modification 
techniques (brainwashing)  to the area of journalism . 
The study profiled numerous regional newspapers and 
isolated regional peculiarities in reporting . This in­
formation was then used to " shape the news" in such a 
way as to elicit a specific response from that regional 
population . The study is the source of the philosophy 
behind the Fund for Investigative Journalism, the 
organization partially responsible for the media 
" Watergating" of former president Nixon and recently 
involved in a campaign to smear Senator Goldwater with 
charges of involvment in organized crime.  

In other areas the RSF pioneered the use of  individual 
dossiers by public and private agencies,  it is leading the 
revival of the CCC approach to unemployment through 
its Universal Youth Service program ; it was responsible 
for the community control strategy for coun­
terinsurgency launced in the 1 960s in U . S .  cities : and, it 
has been central to controlling the operations of every 
other Wall Street foundation through its writing of laws 
governing the practices of the foundations . In other 
words,  the RSF continues to play a central role in 
monetarism 's  effort to build a 1 984 society. And once 
again Wall Street has tapped its institution of last resort 
to create the institutions that wil l  allow it to survive an 
accelerating international monetary crisis . This time 
however the RSF must operate in the glare of public un­
derstanding of its insidious operation, a disadvantage the 
RSF has avoided for 70 years . 

- Sixto Mendez, Jr. [7��i) 
�� 

(' ) 
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Praxis : The I nst i tute For Po l icy 
Stud iesl Ca nad ia n Extens ion  

A now-defunct venture, Praxis Corporation, has 
achieved notoriety throughout Canada in recent weeks in 
connection with illegal break-ins into its Toronto 
headquarters in 1972 ,  alleged to have been performed 
under the auspices of the Royal Canadian Mounted 
Police (RCMP) . In turn , federal S upplies and Services 
Minister Jean-Pierre Goyer, who was Solicitor General 
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in charge of  overseeing RCMP activities at  the time of 
the break- ins,  is being attacked in the Canadian 
Parliament for having circulated documents to the 
federal cabinet during the early 1970s warning of the 
subvers ive nature of Praxis and affiliated networks , 
some of whom extended "into official government circles . 
Gouer is also being accused of having been complicit in 
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the Praxis break-ins and of acting to suppress an in" 
vestigation of same subsequent to their occurrence .  

A preliminary investigation o f  the actual nature o f  the 
Praxis Corp. network reveals it to be the centerpiece in a 
broad-based, largely Rockefeller-inspired, conspiracy 
directed at all phases of the Canadian policy making 
process . Information on Praxis and associated networks 
gathered in Canada and gridded against the extensively 
documented activities of the terrorist controllers at the 
U . S . -based Institute for Policy Studies (IPS)  both in 
North America and in Europe show the Praxis Corp . to 
be an IPS-Canadian front organization . This iden­
tification, matched in turn against known official 
Rockefeller policy options for Canada, allows the ef­
ficient assemblage of the complete profile of Rockefeller 
and allied network agencies of subversion directed at 
Canadian national sovereignty. Forthcoming articles 
will  document this profile extending from the highest 
international round table circles into the networks 
operating within established institutions and outside of 
such institutions as " countergangs . "  

I n  the interim, a s  w e  can only suggest that former 
Solicitor General Goyer be questioned,  not for initiating 
an investigation into Praxis,  but for so far witholding the 
full  nature of the Praxis network from the Canadian 
public .  

Wha t  is  Praxis ? 
Praxis is Canada's Institute for Policy Studies .  It 

coordinates a machine which succeeded in establishing 
strongholds of Rockefeller policy influence within the 
institutions of Canadian federal and provincial govern­
ment, universities , major political parties,  press and 
other media, as well as achieving the establishment of 
synthetic political creations such as the 7 ,000-member 
Comm ittee for an Independent Canada . This machine , 
together with interfaced terrorist networks , i s  
Rockefeller's base for promoting policies o f  zero growth, 
energy conservat i o n ,  d e i n d u s t r i a l i za t i o n ,  drug 
decrim inalization, and corporatist restructuring of 
government and financial institutions against the in­
terests of the Canadian population .  

Praxis Corporation w a s  consolidated i n  1 968 out of 
"new left" -oriented Fabian circles at Toronto University 
and York University in Toronto, Ontario . Praxis ' s  
founding directorship brought together individuals of 
influence within government, national party, media, 
academic and professional layers as well as within 
established " left radical" networks . 

Praxis Corporation' s own 1 969 brochure emphasized 
the importance of Praxis ties to two U . S .  institutions : the 
Washington-based Institute for Policy Studies (IPS) 
headed by Marcus Raskin, and the Cambridge Institute 
overseen by linguistic ian-brainwasher Noam Chomsky 
of MIT. Both these U . S .  institutions have been exposed in 
this and other newspapers for their coordinating role in 
international terrorism . 

The Praxis ties to IPS and Chom sky were established 
through the auspices of several of its founding members : 
Gerry Hunnius, former IPS Fellow and ongoing " con­
sultant" to the Cambridge Institute ; Jeffrey Jowell -
Cambridge Institute Center for U rban Studies Fellow, 
1967-68 .  In addition, Hunnius, as associate editor of the 

" Our Generation" Canadian branch of Chomsky's  
anarchist-terrorist · Black Rose,  m aintained close ties 
with several other IPS Fellows including John Case, New 
England Free Press founder, and David Garson, head of 
the IPS Labor Information Committee.  

-Praxis maintained additional international ties 
through its relationship to the Chomsky-run Yugoslavian 
" dissident" movement of the same name. Andre Gorz, 
Yugoslav Praxis magazine international editorial staff 
member, co-chaired a 1970 Praxis Canadian forum on 
Mussolini-style " workers '  control"  with Hunnius. 
Reciprocally, Hunnius and fellow Praxis founder 
Abraham Rotstein jointly attended a s imilar conference 
in Yugoslavia in the early 1 970s .  

"Extraparliamentary Opposition 
The Praxis Corporation 1 969 prospectus constituted a 

rewrite into language appealing to liberal academic and 
professional circles of an official blueprint for the sub­
version of the Canadian government originally published 
in Hunnius ' s  Black Rose magazine .  In a series entitled 
" Towards an Extraparliamentary Opposition ,"  Hunnius 
associate Dimitri Roussopoulos demands an explicit 
rej ection of "representative" ( L e .  parliamentary) 
democracy as outmoded, and calls essentially for an 
international " anti-authoritar ian" insurrectional 
movement in the guise of anarchistic " social change" 
promoted in a fashion " independent of the university, the 
government and of any other institution . "  

This new movement was to include programs for 
" restructuring" the university and the high-school 
curriculum ,  zero-growth programs for the cities,  
" nationalization" of foreign-owned industry (a long­
standing Rockefeller ploy to break the control of U . S . ­
Canadian pro-growth · industrialists over Canadian 
economic policy) , and constitutional reform . These 
areas of endeavor were to be carried out both directly 
and through several liberary and other organizational 
fronts including : 

Canadian Peace Research and Educa tion Associa tion 

- run by Hunnius as a branch of the international 
assoc iation of the same name and operating as a replica 
of the MIT-based MITRE Corporation to "study in­
ternational conflict by means of s imulation techniques " ;  

Hunnius ' s  Yugoslavian fellow traveller Abraham 
Rotstein runs in turn three other ventures - the 
Ca na dia n Forum m a g a z i n e ,  C a n a d a ' s  leading 
" respectable" leftist journal ,  The International Forum 
Foundation and the University League for Social 
R eform . 

A partial survey of Praxis founding directors is suf­
ficient to document the scope of Rockefeller 's  political 
assault on Canadian sovereignty. 

A braham Rotstein - participant in Rockefeller's 
Bilderberg Conference in 1 9 7 1 ; founding member of 
Com mittee for an Independent Canada, the leading 
countergang in support of Rockefeller's Project In­
dependence ; close associate of Mel Watkins , the founder 
of radical "Waffle" wing of Canada' s  New Democratic 
Party (NDP) ; 

R . J. Wright - chief policy strategist for Ontario 
provincial and federai Liberal Party of Canada ; law 
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partner of Roland �ichener. director of Canadian In­
stitute for International Studies . which is housed jointly 
with the Canadian Trilateral Com m ission offices ; for­
mer Director of Rochdale College. the leading "safe­
house" for Canadian drug trade during the early 1 970s ; 

Stephen Clarkson - Policy Chairman. Ontario Liberal 
Party ; program chairman. Canadian Political Science 
Association ; also closely involved in supervising the 
Rochdale drug decriminalization proj ect ; 

Meyer Brownstone - experience in the Caribbean and 
East Africa in "consultative roles on local government 
and decentralization" ; 

Jack L udwig - author and j ournalist ; advisor to 
Canada Council .  a government-sponsored funding in­
stitution established in 1 957 through the auspices of the 
Rockefeller Foundation and presently headed by three 
Trilateral Commission members ; the CC funds "new 
left" publications including Black Rose Books and grant 
support of several Praxis Corporation directors <the CC 
funded the Hunnius-Rotstein trip to Yugoslavia noted 
above) . 
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Praxis and "Project Independence " 
Although Praxis was formally dissolved a few years 

ago. probably as the result of the RCMP crackdown. the 
network itself continues to be maintained from the 
Toronto and York University base of operations . An 
example of current Praxis activities is  the Toronto 
" Committee for a New Constitution. "  a synthetic 
creation made up of Praxis and Committee for an In'­
dependent Canada members inc luding Rots�ein.  
Watkins . Clarkson and at least three other Praxis 
" graduates . "  The " new constitution" movement. 
established by Rotstein and the CIC in 1968 as the "polite 
alternative to Quebec separatism . "  is now a leading 
feature of the Rockefeller North American "Proj ect 
Independence" no-energy program .  While Rotstein's 
front and similar ventures s imulate " grassroots" sup­
port for a Chomsky-style rewording of the Canadian 
constitution to allow the Rockefeller energy script to be 
" legally" enforced. Hunnius and other Praxis notables 
working out of the York University Environmental 
Studies Department are trying to develop popular sup­
port for the no-energy conservation policies themselves. 

.. 
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EUROPE 

The French Ecology" Movement 

Rockefe l ler  Sets U p  IGreensl To Sh ut  Down 

Fra n ce/s Energy Prod uct ion  

F R A N C E  

France's  commitment to nuclear energy development, 
a carry-over from the Gaullist era, is  being fundamen­
tally threatened by a mushrooming " left" ecology move­
ment whose purpose i s  to plunge the country back into 
the peasant nightmare of Vichy. 

Underneath the labyrinth of fam ily squabbles that 
passes as French political life, the battle is being fought 
over whether France will survive as an industrial nation, 
or will  collapse into a "democracy of the rabble" �here 
the rights of bestial peasants to refuse progress will be 
upheld by a left-run government. The question at issue is  
whether France's pro-industrial business ,  trade unions, 
and political leaders will  speak out against the zero­
growth perspectives of the ecology movement - and its 
fascist policy concomitants - or will stand by while 
Vichyite left-pretender Francois Mitterrand of the 
French Socialist Party is swept into national leadership 
to implement Rockefeller' s economic austerity for 
France.  

Late French President Georges Pompidou, a foremost 
spokesman for industrial developm ent, encouraged the 
nationalized "Electricite de France "  (EDF) to launch a 
mam moth 20-year nuclear energy development program 
aimed at supplying one-fourth of the country's  total 
energy needs through nuclear reactors by 1985 .  Com­
parative figures for Europe as a whole are 10 percent. 

Now, the combination of the economic depression, that 
has sent prices shooting up (uranium has risen 1 75 per­
cent since 1972 ) ,  a hostile governm ent and the fungus of 
ecology threatens to make continuation of the program 
impossible, unless pro-developm ent spokesmen join 
E D F ' s  lonely fight for nuclear power. 

For the years 1974-75 ,  1 3 ,000 M W  ( Megawatts ) of nu­
clear reactors were contracted and construction started. 
In 1 9 75-76 , 1 3 ,000 MW of capacity were begun. For the 
next two years , however, experts foresee 5 ,000 MW of 
capacity begun annually at the most, and the rate of 
realization of projects already begun is falling sharply. 
The delay in implementation is already 22 months,  ac­
cording to top EDF administrator Delouvrier, and a 
major electricity shortage is in sight for the year 1982-83 .  
Because of  press scares about the " D ark Winter of 1982 , "  
E D F  has had to take a fall  back position and propose to 
the government the construction of two coal-powered 
electricity plants , one near Metz and one in Le Havre, 

that are faster to build than the nuclear installations.  But 
even this emergency proposal is  running into the opposi­
iton of the " left" parties because the Le Havre plant 
would use imported Polish coal instead of F rench fuel ! 

With the coming to office of F rench President Giscard 
d ' Estaing, who shared none of his predecessor's  com­
m itment to industrial growth, difficulties started for com­
panies such as EDF . While G iscard has paid lip ser­
vice to nuclear energy, saying he wil l  naturally continue 

the progra m ,  his administration has used most of its ef­
forts to promote inefficient solar energy, and enacted an 
environmental legislation which, in the words of the 
President, is one of the "toughest in the world" though 
not yet fully put in practice. 

Invasion of the Ecologists 
This spring Rockefeller-Rothschild networks in France 

unleashed the ecologists to help enforce Giscard's  no­
energy program.  Like an invasion of termites that sur­
faced all over the country at once, the ecologists have 
used every available means to prevent construction of 
new nuclear reactors and to stop those in progress . As a 
result, France has the peculiarity of having the largest 
nuclear development program in the world which must 
face down the biggest ecology movement in Europe. 

The ecologists'  sabotage operations have been increas­
ingly successful because of the support lent by the local 
Socialist-run and increasingly comm unist-run munici­
palities . Leftist City officials have organized "referen­
dums "  among backward villagers against local sites 
chosen for, nuclear reactor construction.  Very often one 
hundred or so 'noes ' in a local population of several 
thousands (most people abstain) is sufficient to give 
these authorities a legitimate reason to refuse the site to 
EDF.  

On J une 26 ,  an  anti-nuclear energy demonstration at 
Nogent-sur-Marne, near Paris ,  succeeded in bringing out 
1 0 ,000 people, the largest contingent made up of idle 
Parisian youth attracted by what looked like a country 
fete with music etc . The ecology festivities will increase 
throughout the summer, �ith a planned mass demon­
stration (1 00,000 people expected) against the building of 
F rance's  Super-Phenix fast breeder reactor at Creys 
Malyille on July 30. The local government and police are 
pleading for a large police contingent, rightly fearing 
that a few provocateurs wil l  start a riot. 

The CFDT's Role 
Aside from the usual gaggle of leftists and countercul­

ture freaks,  the management and corps of the ecology 
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French Gov/t. Deep ly  Divided Over Nuclear Program 

F rench President Giscard D ' E staing and his 
Prime Minister Raymond Barre are fundamentally 
at odds over the question of F rance's  nuclear 
development program . 

A ccording to the July 7 Le Monde, Barre has 
agreed to French National E lectricity Company 
( E D F )  plans for the construction of 5000 Megawatts 
of nuclear reactors per year for 1 977-78 ; most ex­
perts and press sources had predicted the ongoing 
program would be slashed to 4000 M W  per year or 
even less .  

Industry Minister Monory, known for h i s  views in 
favor of debt moratorium and industrialization be­
fore he took office a few months ago, was to an­
nounce Barre's  decision on June 2 9 .  The announce­
m ent was canned allegedly because of G iscard ' s  
trip t o  the London sum m it,  for w h i c h  the Counci l  of 
M inisters meeting - where the announcement 

movement is provided by Franc e ' s  second largest trade 
union, the Mitterrand-linked CFDT . 

The avowedly terrorist "Creys Malville" anti-nuclear 
committee is run out of the CFDT offices in Grenoble. 
The CFDT is also conducting brainwashing sessions for 
its own membership, m anipulating the CFDT employees 
of  n u c lear-re lated industries  i n to strikes over 
" security . "  This led to this year ' s  m onths-long strike at 
the La Hague uranium reprocessing p lant. The nuclear 
energy specialist of the CFDT-ED F  F ederation led one 
such session recently in the Isere departement where he 
told the assembled delegate s ,  " The Gas and E lectricity 
(EDF and its complement G D F )  CFDT Federation 
doesn't rule out the use of nuclear energy but it demands 
a moratorium on all new construction . "  This ,  he 
claimed, was due to threats to the environment, security 
problem s ,  etc . 

This is the position adopted in practice by the agent­
run Socialist and Com m unist Parties of France to sell 
ecology to their pro-growth constituencies : " J ust a little 
moratorium for a while , "  like " j ust a temporary 
vasectom y . "  

EPHE 6 and the G reens 
The instigators of the ecologist plague can be readily 

located as the professors of the E cole Pratique des 
Hautes Etudes - E PHE 6 - ( Practical S chool for High­
er Studies ) ,  an institution responsible for j ust about all 
the Fabian operations conducted in France since World 
War I I .  

This  school o f  counterinsurgency was s e t  up after the 
war by the Council on Cultural F reedom of Melvin 
Lasky, chief of the Office of Strategic S ervices in West 
Germany, and Howard Hunt, CIA station Chief in Pari s .  
E PHE 6 is provided with heavy funding from the CCF 
whose leading members included B ertrand Russell and 
John D ewey, as well as the Ford F oundation with whom 
it shares its offices . It has regrouped teams of highly 
trained specialists in all fields of brainwashing and coun-
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was to be made - was shortened. Rescheduled for 
July 6, Monory' s  presentation has now been ad­
j ourned by the President, this t ime w ithout any ex­
planation . 

While  Le Monde reports that G iscard is "possibly 
worried about the reaction of ecologists , "  it is well 
known that the President could not fear a group he 
is in fundamental agreem ent with. The recent 
F ranco-German agreement on the development 
and export of the nuclear fast breeder, with open­
ings for Soviet cooperation as well ,  was organized, 
not by G iscard, but by the head of the French Atomic 
Energy Com m ission Giraud, a representative of 
pro-development forces opposing G iscard' s  dein­
dustrialization policy .  Among these are the EDF,  
the oil  industry around Compagnie F rancaise des 
Petroles (CFP) , certain Gaullists , and the govern­
m ent forces around Barre and Monory . 

terinsurgenc y,  from Jacques Soustelle, founder of the 
anti-Gaullist terrorist OA� , to the " left" leaders of to­
day's  ecology movement like Edgar Morin. EPHE 6 
launched the French branch of Rockefeller' s  Washing­
ton, D . C . -based Institute for Policy Studies in the 1 960s ,  
the Center for Socialist Studies o u t  of which c a m e  both 
the Maoists and the CFDT trade union. 

Aside from R ene Dumont, head of the Nader outfit 
Friends of the Earth in France and an agronomist 
thrown out of Cuba for being a CIA agent some years 
back,  the theoreticians of the " Greens" - as the ecolo­
gists are called - are all department heads at EPHE 6 .  
T o  n a m e  but a few o f  the publicly identified "Green" 
spokes men : A lain Touraine, head of E PHE 6's Labor­
atory of Industrial Psychology ; Serge Moscovici, head of 
the Social Psychology Department : Edgar Morin, head. 
of the Center for Mass Com munication ; and Andre Gorz 
(alias Michel Bosquet) , who writes in E PHE ' s  mouth­
piece Le Nou vel Observa teur. 

While Bosquet, Touraine and Gorz have controlled the 
CFDT angle, Morin extensively profiled the population 
for the ecology movement. His studies on the counter­
culture saw the coming of a " New Middle Ages" and a 
new,  fascist youth movement. His profiles of the French 
peasantry, which have been used for psychological 
warfare on the " dangers of radioactivity, "  rank him as 
the top expert of the "Greens " .  

The ecologists are being bred to function a s  the shock­
troops for a left-government fascist austerity policy. The 
" chienlit verte" (Green Bedwetters ) - as some conser­
vative businessmen once identified the ecologists (after 
the famous characterization of the May 1 968 riots in 
Paris by General de Gaulle) - can be stopped if labor, 
especially the pro-growth leadership of the Communist­
led CGT trade union, and business come out of the closet 
and expose this Rockefeller operation against France's 
econom y.  

- Garance Upham 



Paym e n ts Ga p U nderm i n es Yugos lav 

Eco n o m ic  Recove ry 

Y U G O S LAV I A  

Yugoslav officials are sounding the alarm in speeches . 
and interviews that the country' s  econo m ic stabilization 
program is  in trouble.  Federal Vice ' President Dr.  
Berislav Sefer warned in  an i nterview to the daily 
Politika June 19  that imports have risen "euphorically" 
- 40 perc�nt in the first five months of this year over last 
year - while exports have risen m uch more slowly, and 
the trade deficit is  now 30 billion dinars (about .$ 1 . 7  
billion ) .  Sefer likened the s ituation t o  the crisis years of 
1 974-75, when harsh import restrictions were imposed, 
and cautioned that government intervention wil l  again 
be needed to curb the import growth if things do not 
improve in short order. 

Statements by Dr.  Sefer,  Secretary of the Executive 
Com m ittee of the League of Com m unists of Yugoslavia 
Stane Dolanc, and others in  the early months of this year 
stressed the "deterioration of the reproductive capacity 
of our economy," and called for a national mobilization 
to put a brake on inflation . Yet prices have continued to 
rise at an accelerated rate, and the cost of living for the 
first five months of the year rose 1 3 . 5  percent over this 
time last year's  increase of 1 1 . 1  percent.  

The key problem s underm ining the " reproductive 
capability" of the econom y  are the foreign debt burden 
and the effect of the i mport restrictions and cuts imposed 
over the last several year s .  These factors have led to a 
deterioration in the quality of the country ' s  labor power, 
which has in turn made it more difficult to successfully 
expand production . 

The foreign debt was a high $8 bi llion at the end of 1 976 , 
with a ratio of net debt service to current receipts of 1 2 . 8  
percent (down from 1 5 . 2  percent in 1 9 7 5 ,  when the total 
debt was $8 .5  billion ) . However due to the high foreign 
currency reserves of $2 . 8  billion in 1 976 the debt was 
more manageable than in the previous period . The 1976  
n e t  foreign debt (net foreign c l a i m s  m i nus Yugoslavia ' s  
credit to the rest o f  the world m inus foreign currency 
reserves ) fell below $3 bill ion,  or about 8 percent of the 
social product. 

But a high proportion of gross external borrowing -
over 50 percent - still went into debt service payment, 
and if the balance of trade proble m s  seen so far in 1 977 
continue, further difficulties will  be in store . 

To cope with the effects of the 1973  oi l  price rise,  import 
controls were instituted and the econo m y  was geared up 
to increase exports . Through these means , a brief 
stabilization was achieved by 1 9 7 6  - the rise in the cost 
of living declined to 1 1 . 1  percent, following a 24 percent 
increase in 1975 ,  and there was a n  unexpected current 
account surplus of $ 150 m ill ion - but only at the cost of 
cutting back production and i m posing domestic 
austerity . 

Most direct import controls were removed at the end of 
1975 ,  but licensing requirem ents and other means were 
still  used to curb imports , which fell 5 . 5  percent by 
volume in 1976 - the second year in a row to show a 
decline.  Consumer goods were the hardest hit, but 
capital goods and raw materials too were affected . An 
" export or die" m entality set in, w ith Federal Secretary 
for Foreign Trade Dr.  E m il Ludviger proclaiming in a 
Tanjug interview, July 1 1  last year, that imports would 
be allowed on the basis that "he who has c arried out his 
obligations to export has also the right to import . "  If 
individual organizations cannot work at full  capacity for 
lack of imports , they probably have not fulfilled the 
" basic condition, "  he said : to export. " I n  other words,  
they have not j ustified imports by exports . "  

The effect of the import c uts was a dangerous 
stagnation, 3 percent growth of industrial production 
( F i gure 1 ) .  In 1976 production of iron, steel,  construction 
materials and certain types of m achinery dropped. The 
rate of cap ital formation fell from 1 8 . 1 percent in 1975 to 
1 4 . 7  percent.  Supplies needed for agriculture or industry 

F i g u re 1 
I n d u str ia l  P rod u c t i o n  

O u t p u t  o f  S e l ected Co m m od i t i e s  

1973 1974 1 975 1 976 

Crude steel" 2.7 2 . 8  2 . 9  2 .8  

Lead ore' 119.0  120.0 127.0 123 .0  

Rotating machines' 30. 7 34 . 3  39. 8  30.1 

Pulp and cellu lose' 527 . 0  560. 0 527 . 0  495 .0 

Bauxite' 181 . 0  1 98 . 0  188 . 0  169.0 

Electricity" , 35.1 39 . 5  40.1 43 . 6  

Lignite" -31 . 9  33 .0  35 .0 36 . 3  

Cement" 6 . 3  6 . 6  7 .1 7 .6  

Bui ld ing machines' 34 . 4  34 . 6  34 . 6  38 . 4  

Petroleum products" 9.1 10. 4 10.9 11 . 8  

N otes:  • - ( thousands of metr ic tons)  
• •  - ( m i l l ions of metric tons)  

• • •  - ( b i l l ions of KW hou rsl 

S o u rce:  DECO. U N  
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have frequently been either unavai lable , or available 
only of domestic production , where imported goods 
would be cheaper. A businessman visiting Yugoslavia 
recently described how a new steel m i l l  in S lovenia was 
ready to being production , requiring only a small 
quantity of a special lubricant. But perm ission to import 
was delayed, so the mil l  began production several 
months behind schedule.  

S i m ilarly, foreign currency allocations for imported 
spare parts for agricultural equipm ent were not m ade 
until Apri l ,  well into the planting season.  By the time the 
needed parts were available, the season was over. In 
another instance,  Yugoslavia lost a ship-building con­
tract because the enterprise involved was under-bid by a 
Japanese firm . The reason for the high price quoted by 
the enterprise was the high price of domestic steel 
relative to its imported equivalent ; yet because of the 
import restrictions,  the domestic product had to be 
substituted. 

By the end of 1976  and the first m onths of 1 9 7 7 ,  in­
dustrial production was picking up again,  rising from 3 
percent overall growth in 1976 to 1 1 . 3  percent in the first 
four months of 1 9 7 7  over the s a m e  period the previous 
year, but at the cost of renewed inflation and a yawning 
balance of payments gap . 

The main casualty of the post-October 1973  " reform s "  
a n d  stabilization programs forced on the economy b y  the 
world crisis has been the productivity of labor, which D r .  
S efer called "our number o n e  proble m "  i n  a n  interview 
with the daily Borba Feb. 25. Living standards and 
productivity have stagnated or fa llen for the past two 
years (Figure 2 ) . In 1 9 7 6 ,  labor p roductivity in the 
socialized, non-farming sector ( i . e .  the most productive) 
fell ,  after having shown virtually no change the year 
before . Labor productivity in industry overall stagnated.  

The deadly effect of this actual deterioration of the 
country' s  labor power is reflected in comments by D r .  
Sefer : " Can Yugoslavia really afford t o  maintain 1 8  
universities? " h e  asked in his Borba interview F e b .  25 .  
And yet  he complained of the " striking poverty of new 
idea s "  among Yugoslav workers and managers in a 
statem ent cited by the London Financia l  Tim es May 26 .  
H o w  n e w  ideas a r e  t o  be generated without new 
universities ,  he did not say.  

The main source of the low productivity is probably the 
fact that only one-fourth of current plant capacity is in 

.------- F i g u re 2 --------, 

La bor P rod u c t i v i ty 

Year-on-year changes in percent 

1 970 71 72 73 74 75 1976 
Note: Soc i a l i zed sectors , exc l u d i n g  agr ic u l t u re 

Source: OECD. SZZS. Indeks. 

use. To keep unemploym ent down, workers are hired 
where they are not really needed, and S efer reported that 
the average worker only works for 4-5 hours out of the 
day.  Some sources estimate that workers spend one 
month out of every year attending " s elf-management" 
m eetings in the enterprise s .  

The erosion o f  labor power is  further indicated b y  the 
fact that in 1 976  the number of school drop-outs reached 
1 70 , 000 - significantly higher than in previous years -
and a growing number of people seeking work for the 
first time were women. These statistics point to the need 
for families to supplement the income of the head of the 
household by sending women and teen-agers onto the job 
market.  D espite gains in employm ent last year, 
unemploym ent also grew,  reaching 5 m illion for the first 
ti m e .  Many of these are the " guest-workers" returning 
home from Western Europe at the rate of about 80,000 per 
year, due to the shrinking job m arket there . Many of 
these workers held menial j obs in Western E urope that 
no one else wanted ; they lack the skills which would 
make their re-entry into the Yugoslav economy easier. 

On the whole, Yugoslavia has stubbornly bucked 
OECD recommendations to forego capital-intensive 
develop ment in favor of labor-intensive proj ects which 
would ease the unemployment problem .  But the 1977 

Cartoon from the Y u goslav week l y  Nin s h ows i m port-export d i s parity . 
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OEeD Economic Survey of Yugosla via hopes that a shift 
may be in the making : "The Plan ( l 976-1980--ed . )  con­
tains interesting new guidelines for the expansion of 
certain labour-intensive activities . . .  notably, house­
building, small handicraft enterprises and certain 
private services ; and some sectors of agriculture. 
However, the general problem of capital-labour ratios 
needs to be considered . . . .  An increase in the productivity 
of labour is a highly desirable obj ective, but this can be 
achieved partly by shifts of manpower to more efficient, 
and internationally competitive, sectors of production 
which are not necessarily capital-intensive and by im­
proved training . .  . in the econo m y ' s  present stage of 
development - too fast growth of real wages would be at 
the expense of the employm ent obj ective . "  

Who 's Running the Show? 
Yugoslavia' s  economic problem s ,  due in large 

measure to the downturn in the world economy as a 
whole, are aggravated by the peculiar chem istry of the 
country' s  " s elf-managing social ist" syste m .  The 
devolution of the country's  political and economic 
structure to a more and m ore decentralized framework 
seriously hampers the efforts of federal officials who are 
grasping for some means to keep their careening vehicle 
under control.  Officials in socialist Yugoslavia today 
have less control over the direction of the economy than 
their counterparts in some capitalist O E CD countries . As 
Sefer commented in his interview to Politika , the 
economy is determined more by the " conj uncture" than 
by plan . 

Nevertheless the trend to decentralization has in­
creased in recent month s ,  and Presidency member 
E dvard Kardelj at a meeting of the Central Committee of 
the LCY June 12 broke with the tradition established by 
President Tito and endorsed the concept of "pluralism" 
- provided it is not " bourgeois "  but  " self-managing" -
as the foundation of the Yugoslav syste m .  Kardelj 
rej ected "power monopoly" by either a "one-party 
system " or a "multi-party syste m , "  opting for an ill­
defined m ixture of both on which no two Yugoslavs can 
be found to agree, and which no foreigner can hope to 
fathom . Stane Dolanc , in a speech to the Central Com­
m ittee Jan. 3 1 ,  cast doubts on the t ime-honored Leninist 
principle of "democratic centralis m " : " Some believe 
that in the name of democratic centralism or in the name 
of some would-be unity, they can realize their interests 
primarily with the help of the authority of the League of 
Communists. In political term s ,  naturally, this means an 
attempt to place the League of Com m unists above the 
system . "  

The political effects o f  this erosion o f  centralized 
authority in Yugoslavia include the virulent regionalism 

Croatian, Serbian, and, S lovenian nationalism 
providing fodder for U . S . -controlled terrorist networks 
such as the Ustashi, which has plagued the country since 
its founding - and the activation of New Left agent 
networks of the " Praxis group " variety. Tito has kept 
both of these dangerous m anifestations of heteronomy 
under tight rein over the last few years,  but now both are 
showing renewed signs of life . At a regional conference in 
Croatia reported in the daily Vjesnik J une 24, Dr. Ivo 
Margan warned against " the emergence of nationalist 
tendencies" which are " becoming strong again" and 

" must be confronted in time so that they do not acquire 
too much power . "  The " Praxis group " itself is  trying to 
resume publication of its press ,  and according to an 
unconfirmed report in the Ne w York Tim es June 26, 
there are rumors that the government may accede to this 
as a gesture of compliance with the Helsinki accords . 

Self-Managemen t Fraud 
In the economic sphere, the ideological rationale for 

decentralization is that it gives the working man control 
over the allocation of the social surplus which he creates.  
Under conditions where the quality of labor power itself 
is  steadily deteriorating, the irony of the " self­
m anaging" ideal is  all the more c learly exposed. In 
reality, the self-managing system - held up by Institute 
for Policy Studies-linked ultra-left groups in the West as 
a model of " industrial democracy" - gives workers a 
c ertain influence over point-of-production decisions . But 
the allocations of social surplus for the economy as a 
whole is left to what Sefer calls " conj uncture" (or what 
others might call " Providence " )  such as m arket forces 
or the demands of David R ockefeller' s  banks for debt 
payment. Neither the working m a n  nor the Central Bank 
director has much to say about i t .  The Five Year Plan 
itself is not drawn up from the top down, on the basis of 
what is necessary for the econom y  as a whole, but is built 
from the bottom up , with individual enterprises reaching 
agreements on production goals ,  wages , import and 
foreign currency needs,  and subm itting these to the 
federal government. 

New foreign exchange regulations have turned over 
control over hard currency from the Central Bank to the 
republic s .  The instruments of control left to the Bank are 
basically regulation of the money supply and setting of 
overall fiscal policy.  The dile m m a  of the central bankers 
was revealed in recent statem ents by bank governor 
Branko Colanovic , quoted in Vjesnik : " The Central 
Bank , "  he said,  "has no a m b itions to influence the 
structure of uti lization of foreign c urrencies ; but we 
cannot j ust sit with our hands folded either, j ust because 
no agreem ent exists . "  He did not propose what should be 
done . 

A p e r e n n i a l  prob l e m  i n  Y u g o s l a v i a  i s  the 
m ushroom ing of domestic debt, which in many instances 
has been ignored, with enterprises c irculating invoices 
a mongst each other and nobody paying up. The 
economy's  losses from such practices in 1 9 7 6  amounted 
to 18 billion dinars ($1  bi llion ) , and officials expect that 
about half of this sum will  have to be written off. The 
government has passed legislation to try to crack down 
on such behavior, but the i m m ediate effect was to send 
the enterprises rushing to the banks to borrow money to 
pay off their debts . To meet this demand, the money 
supply was increased by 53 percent last year, which in 
turn fueled inflation. To the extent that enterprises could 
not obtain the necessary credit,  they curtailed in­
vestment and production levels .  

The difficulties were still acute in February o f  this 
year, when the National Bank warned that the rapid 
monetary expansion " could endanger the proclaimed 
stabilization aims of the econo m i c  policy for 1 9 77 , "  and 
withdrew some money from c irculation . In June, Dr. 
S efer warned that enterprises are going too heavily into 
debt to the banks - domestic and foreign - to finance 
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Cartoon from the Y ugoslav d a i l y  Vjesnik shows " l iv ing standard " enter i n g  t h e  
Bu reau o f  Stat ist ics and emerg i n g  a new man . 

investment, and that as a consequence the basic 
reproductive capability of the econom y  is being further 
underm ined, and inflation is heating up . The economy 
has yet to establish the necessary " new relationships" 
with the banks,  Sefer said. 

At the same time, there is a growing sentiment that the 
banks themselves have become c enters of autonomous 
power which must be curbed. An article in Vjesnik 
March 6 referred to the " tsardom of the banks , "  and 
called for preventing them from being "parasites that 
j ust live on interest,  a brake on econo m i c  development . "  
According t o  Victor Meier, writing i n  the Frankfurter 
Allgemeine Zeitung June 1 6 ,  moves are underway to 
place more industrial m anagers into leading banking 
positions,  as a way of ensuring greater responsiveness by 
the banks to the needs of the econom y .  Meier reports that 
real estate speculation by the S lovenian Lj ubljanska 
Banka has been abruptly halted by government 
authoritie s .  

The detrimental effects of decentralization are most 
graphically revealed in the years-long squabble over the 
modernization of the country's  dilapidated highway 
network . During the 1 960s the F ederal Government 
ceased funding and supervising highway construction, 
which was given over to the constituent republic s .  Each 
republic therefore built roads off in all  different direc­
tions , widely separated from one another, and according 
to the weekly Ekonomska Politika S eptember 6 ,  1 9 7 1  
( cited in Radio Free Europe report March 1 2 ,  1 9 76 ) , . 
" decentralization and republicanization" had resulted 
" in the disintegration and disorganization of the entire 
system . "  Ironically, it was only the threat of not getting a 
loan from the World Bank which finally forced federal 
and regional politicians to sit down together and work out 
a national plan for the construction of a modern highway 
system . 
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Prospects: Yugosla via and the New World 
Economic Order 

Desp ite its difficulties.  the foundation of the Yugoslav 
economy is basically sound, and Yugoslavs are j ustly 
proud of their achievements in econo m ic construction 
s ince the war, viewing them as potentials which could be 
much further developed by a new world economic order. 
As the OEeD ' s  annual surveys repeatedly complain. the 
country ' s  leaders have insisted on capital-intensive 
development. In spite of what some officials have 
identified as a tendency to over-invest in processing 
industries which offer quick returns especially in foreign 
c urrenc y, industry and mining have still absorbed the 
bulk of investment funds over the past two decades, 
according to a World Bank study issued in 1975.  In the 
decade before the 1 973 oil price rise,  there was a great 
emphasis on introducing modern technology,  and all the 
fastest-growing industries were capital intensive except 
the electrical equipment industry. Two-thirds to three­
fourths of all machines are less than 1 0  years old. 

This booming developm ent was achieved by means of 
a growing debt burden to Western financial institutions .  
It  w a s  fac ilitated by Yugoslavia 's  political situation 
following the Tito-Stalin split : development funds poured 
in to ensure that Yugoslavia would remain outside the 
Soviet bloc . 

Unlike many developing nation s ,  Yugoslavia produces 
a diversity of industrial goods for export, with the overall 
level of industrial exports high relative to the level of 
industrial  production.  Industrial enterprises are 
remarkably large compared to both developed and 
developing countries, and the work-force is relatively 
ski lled by developing countries '  standards . Yugoslavia 
has programs for training cadres from developing 
nations in Yugoslav schools and universities .  Per capita 
gross domestic product in 1 974 was greater than Turkey ,  



.. 

about the same as Portugal, less than Greece and Spain. 
Yugoslavia is the largest producer of non-ferrous metals 
in Europe ,  and has the richest resource endowment 
relative to area and population , although many of the 
resources have not been tapped. 

As a leader in the non-aligned m ovement with good 
relations with both East and West, Y ugoslavia has been 
an active supporter of the drive to establish a new world 
economic order. F inance Minister Momcilo Cemovic 
issued a call at the non-aligned finance m inisters'  
'
meeting in Belgrade last week for an " international 
development bank" or a " bank of the developing coun­
tries" to further the growth of those nations . Yugoslav 
spokesmen at the Belgrade E uropean Security and 
Cooperation Conference have called for participation of 
non-European Mediterranean c ountries in the con­
ference. to work out an overall Mediterranean security 
arrangement and Mideast peace settlement. 

Yugoslavia has advanced many proposals which could 
be implem ented by a new world economic syste m .  
Vjesnik proposed the creation of an integrated Balkan 
electric power grid and an integrated transport system 
linking Europe and Asia . as a step in the implementation 

of the Hels inki Accord's  " Basket 2 . "  in an article June 1 1 .  
The trans-Yugoslavia superhighway now being con­
structed with funds from the World Bank and the 
E uropean Investment Bank. linking Austria with 
G reece, is viewed as a first step in such a oroader 
developm ent proj ect. 

Yugoslavia is particularly anxious for help in 
developing its energy. raw m aterials .  agriculture and 
highway infrastructure. A strong advocate of nuclear 
energy. the country fought and won a battle with the 
Carter Adm inistration this spring over the construction 
of a nuclear power plant by Westinghouse in Krsko. 
However Carter's  policy of s a botaging nuclear 
developm ent has led Yugoslavia to search elsewhere for 
long-term aid. The West German industrialists ' daily 
Handelsbla tt June 27 reported that " the atomic energy 
policy of President Carter. which is incomprehensible in 
the Yugoslav view, has driven Yugoslavia to change its 
plans for peaceful developm ent of nuclear energy and 
seek long-term cooperation with the CMEA (Council for 
Mutual E conomic Assistance.  or Comecon -- ed. ) in the 
area of production and transfer of nuclear technology . "  

- Susan Welsh 
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MIDDLE EAST 

Admin istration Po l icy Breakdown 

Feeds Mideast War Threat 
The Carter Administration's  Mideast policy break­

down-crisis continued and reached new and dangerous 
heights this week as evidenced in the President's  July 6 
meeting with 53 American Jewish leaders . During that 
meeting the President renounced his own "three week 
moratorium" on Mideast policy formulations declared 
on July 1 .  According to participants at the m eeting, the 
President dramatically flip-flopped from his earlier 
"pro-Palestinian" pronouncements ,  and declared that he 
was inalterably opposed to the formation of an in­
dependent Palestinian state next to Israel,  since it would 
be a haven for "turmoil and terroris m , "  and would be 
Libyan and Soviet-backed . The President's  words,  the 
Washington Post wryly commented , were those " most 
palatable to a Jewish audience . "  

Capping off a week ' s  worth of strongly pro-Israel 
statements that began with a June 30 promise to never 
abandon "our deep and permanent commitment to 
Israel, "  Carter' s  latest farcical m outhings only further 
destabilize a Mideast s ituation that has been moving 
toward the precipice of war since the May 17 ascension to 
power of the extremist Israeli Likud Party. Carter' s  
prom ise to thwart formation o f  a Palestinian state i s  part 
of an Adm inistration effort to organize genocide against 
the Palestinian Arab com munity, through the agency of 
expansionist circles in Israel who are preparing to 
launch sweeping m ilitary operations through southern 
Lebanon . 

A sudden upsurge in terrorism of suspicious origins in 
Israel ,  E gypt, and S yria provides the pretext for this 
genocide policy. 

The thinking of Carter' s  mentor s ,  Brzezinski, Vance, et 
aI . , was revealed in the July 7 Ne w York Tim es. Ignoring 
all reportage of European and Palestinian moves to 
bring about an Israeli-Arab peace,  the Tim es ac­
companied its front-page piece on Carter' s  Jewish 
leaders meeting with a full  page of gore on the latest 
terrorism in Tel Aviv, Cairo, and a rambling 
psychological warfare feature entitled, "New F ighting in 
Lebanon Raises Arab-Israeli Tensions . "  

Well-informed Washington sources frankly expressed 
their concern that the antics of Carter and his advisers 
would plunge the U . S .  into a disastrous confrontation 
with the Soviet Union . According to one source,  " Carter 
has already suffered a moral defeat in the Mideast. The 
risk is extremely high, and if we confront the Russians , 
and they do not back down, then w e  have to back down , "  
which would lead t o  "an across-the-board collapse i n  
U . S .  foreign policy. " 

The source also stressed that the Administration's 
efforts to blackmail the Arab states into acquiescing in 

the elim ination of the Palestine L iberation Organization 
as an independent regional political force would be a 
resounding failure. 

This assessment received some firm backing from the 
Soviet Union itself. A July 3 c o m mentary on the Mideast 
by V. Kudryavtsev, appearing in several Soviet dailies,  
warned that the U . S .  attempt to " brush <the Palestinian 
problem ) aside . . .  does not correspond to reality . "  
K udryavtsev dismissed the past weeks o f  Carter "soft 
l iml" on the Palestinians as " trapping the Arabs with 
demagogy" while " behind the scenes . . .  the Carter 
Adm inistration is . . .  preparing a deal with Israel which 
could guarantee the USA neo-colonialist dom inance in 
the Mideast . "  

Because o f  such U . S .  move s ,  K udryavtsev concludes , 
"the Mideast can again find itself on the threshold of a 
new armed conflict which will  draw into its orbit not only 

the Mideast countries . "  
Carter's promise to combat a Palestinian state rudely 

ripped the cover off a delicate Administration operation 
up to this point to deceive the Arab states that the White 
House was amenable to j ust such Palestinian national 
claim s .  As planned by National Security Council chief 
Zbigniew Brzezinski,  this illusion would be useful in 
m aking a " deal" with S yria,  E gypt, and Saudi Arabia to ' 
decapitate the PLO, in exchange for U . S .  removal of 
Israeli Premier Begin, and for tiny Israeli territorial 
concessions on the West Bank. This scheme would be a 
modified version of the widely known " Allon Plan" for 
former Israeli Foreign Minister Yigal Allon. Allon 
developed the idea in c lose collaboration with the 
R ockefeller ' s  New York Council  on Foreign Relations . 

As the " i llusion" component of this plan was steadily 
knocked to pieces this week , there emerged at the same 
time several overt moves to deny that the Palestinians 
ever existed ! 

At a convention concluded thi s  week in Israel, the 
Am erican-based B'nai B 'rith and related organizations 
issued instructions to their m e mberships to return to the 
U . S .  and propagandize that " there is no such thing as the 
Palestinian Arab people . "  Henceforth, the B'nai B 'rith 
insisted , Palestinians are to be labelled " Arab s . "  

On the s a m e  day, New York ' s  Senator Jacob Javits , 
concluding a five-day stopover in Israel, gushed that he 
was " struck by the near unanim ity of Israelis on how 
essential was control of large sections of the West Bank 
of Jordan for the security of I srael . "  J a vits expressed his 
wish that Begin, during his July 1 9-21  visit to the U . S . ,  
wil l  " convey that point to. m y  country. " 

Javits quickly left for Jordan and Saudi Arabia to test 
the willingness of the Arab countries to see the 
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Palestinians eliminated as viable negotiating partners 
for an overall  regional settlement. 

Before leaving for the Mideast,  the " S enator from 
Chase Manhattan" had harshly critic ized Palestinian 
political goals in the Mideast.  When asked if a 
Palestinian homeland would entail " a  movement of 
Palestinians from other parts of the world into that 
homeland, " he replied, " The only contemplation of that 
migration that I see is the concept of the incursion of a lot 
of P LO riflemen into the West Bank . "  

I n  a July 5 interview, a Washington strategist j ust 
returned from the Mideast insisted to NSIPS that the 
u . s .  must " absolutely" pacify the PLO in order ot 
" l iquidate the vipers'  nest in a vipers' land . "  The 
strategist then exposed Carter' s  efforts to manipulate 
the Israelis into carrying out this role.  He reported that 
" it is in Begin' s  interest" to make a decisive show of 
strength in Lebanon against the Palestinians,  to coun­
teract the "pressure" resulting from Carter' s  earlier 
"homeland" statements . 

In a statement from Wiesbaden, West Germany, issued 
last weekend, u . s . Labor Party Chairman Lyndon H. 
LaRouche warned that the Carter Administration' s  
tactic of p rovoking I s raeli  m o v e s  against the 
Palestinians through provocative use of the word 
"homeland " tactic would have the ironic and 
devastating effect of removing from the scene exactly 
that grouping - the Palestinians - with whom the 
Israelis can most viably negotiate a regional settlement. 

Lebanon Tension and Terrorism 
Under pressure of Washington ' s  tactics,  the threat is 

growing that Lebanon will becom e  an uncontrollable 
tinderbox in the coming days . O n  July 5 ,  the radio of the 
right-wing Lebanese Falange Party ominously warned 
that Israel is preparing a mop-up operation against the 
Palestinians and leftists in the south, s i m ilar to a three­
day September 1 972 invasion that involved tanks,  
helicopters , and sweeping deployments throughout the 
region. 

Intense fighting has been taking place all week in 
Lebanon' s  south ; this has included non-stop Israeli 
reconnaissance overflights . Combat has centered on the 
town of Varin, practically on the I sraeli border, and on 
Marj ayoun, a stronghold of the Palestinian-allied left .  
During the week, Israel has coupled its  logistical support 
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for the right-wing militias with new warnings to Syria not 
to cross a " red line" beyond which Israel would react 
with large-scale military moves against the Syrian ar­
m y .  

Adding t o  the pretexts for large-scale Israeli strikes 
against the Palestinians in Lebanon was a July 6 bom­
bing in Tel Aviv that resulted in one death and 20 
wounded . Described by Israeli authorities as the worst 
such terrorist strike since May 1 976,  the bombing im­
m ediately triggered an intense anti-Arab " race riot" 
mood in the city and was followed by the arrest of over 
1 00 Arab suspects . 

Terrorism also reared �ts ugly head in Egypt this week, 
with the kidnapping and m urder of the Minister of 
Religous Affairs by a band of heretofore unknown 
Muslim fanatics .  This episode was rapidly followed by a 
series of bombings July 6 in movie theaters and other 
public institutions in E gyptian cities . According to 
reports from Cairo, the E gyptian government is 
" alarmed" and " shocked" by this sudden outbreak. 

The most likely explanation for the terrorism is that 
private Saudi-Exxon networks have activated right-wing 
groups to completely box in E gyptian President Sadat 
and possibly even to prepare the way for a rightist putsch 
in Egypt. Until now , Sadat, for all his pro-U . S .  leanings, 
has refused to publicly break with the PLO, which has 
slowed down the Carter Adm inistration' s  regional 
gameplan . According to reliable Egyptian sources, 
S adat knows that he would be overthrown if he tried to 
break with the PLO, and is therefore resisting doing so. 
The Rockefel lers , therefore, are apparently mounting a 
full-scale destabilization in the country, to at least keep 
strategically vital Egypt off balance .  

The terror wave this week a lso struck Damascus, with 
the assassination of two key leaders in the country' s 
missi le corps,  known to be a bastion of the traditional 
pro-Soviet section of the m ilitary. Two weeks ago, the 
head of the missile corps , Brigadier Razouk, was also 
murdered. The removal of this force from the Syrian 
scene would remove a key impediment to plans being 
hatched in Washington to have the S yrian army carry out 
a new wave of repression against the P LO in Lebanon. 
S yrian President Assad, already " hanging by a nail" 
according to one informed Washington source, could not 
mount such an operation and survive under the currently 
existing correlation of forces in his country . 

\ 
- Mark Burdman 
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Izvestia : 

IThe Midd l e  East - Be h i nd The Scenes 

Of The Cris i sl 

The follo wing article appeared in the Soviet govern­
m en t  daily I zvestia, Sunday, July 3, 1 9 77. The author is 
V. Kudrya vtsev, political observer for the ne wspaper. 

If one were to assess the s ituation in the Middle East on 
the basis of the wire service and press agency reports 
arriving from the area , one would have to conclude that 
nothing out of the ordinary was happening there. The 
impression is given that a pause has set in in the diplo­
matic activity of the U . S .  and the other Western powers . 
with an interest in that region . 

But in a careful analysis of the Middle East situation, 
this is only a surface i mpression . In fact, behind the 
scenes in the Middle East political  theater, a plot is in in­
tense preparation against those Arab countries , which di­
rectly suffered from Israeli aggression and which de­
mand a j ust settlement of the Middle East cris is .  

Answering journalists ' questions at a June 28 press 
conference, a U . S .  State D epartment spokesman assert­
ed that the basic goal of the U . S .  is s upposedly to aid the 
sides in reaching a settlem ent of the Middle East prob­
lem which would correspond to the interests of all s ides 
concerned. But this sort of assertion does not accord with 
reality, since already in March of this year the President 
of the U . S .  announced that the fore most task of American 
policy in the Middle East is to defend the interests of Is­
rael. Such statements have been made repeatedly and 
have more or less served as an answer to ru­
mors - fanned by the American press itself - that 
there are some sort of sharp disagreem ents between the 
U . S .  and Israel . The constancy of this U . S .  position is also 
indicated by the continuing supplying of Israel with mod� 
ern American weaponry of an offensive character. Not 
long ago, the U . S .  decided to deliver Israel yet another 
$ 1 1 5  million worth of arm s .  

The one-sidedness o f  American policy i n  the Middle 
East is  also indicated by the fact that the U . S .  and Israel 
interpret Security Council  Resolution No. 242 of Novem­
ber 22 ,  1 967 to their own advantage and sim ultaneously 
ignore subsequent resolutions of the U . S .  and the Secur­
ity Council .  Why is this happening? Why is there an em­
phasis  only on one resolution - and one which, it m ight · 
be added, I srael rej ected until recently? Because, it is 
said in Washington, this resolution , which demands the 
withdrawal of Israeli armed forces from the occupied 
territories ,  does not specify that thi s  applies to all the 
territories .  Thus a loop-hole has been discovered for re­
vising Arab-Israeli borders to the a ggressor's  advan­
tage. But in the U . S .  and in I srael alike, it is  not recalled 
that Resolution 242 stresses " the i mpermissibility of 
acquiring territory by m eans of war . "  The Resolution 
also talks about the necessity of a j ust settlement of the 
problem of refugees . The U . S .  and I srael try to use this 

formulation in order to avoid one of the most important 
problems of the Middle East - satisfying the legal 
rights of the Arab people of Palestine, up to and including 
the right to create its own sovereign state . And, in ad­
vancing recently as a " m agnanimous " concession to the 
Arabs,  a proposal to grant the Palestinian refugees some 
sort of " national place" or "homeland" (by no means on 
Palestinian land) , the President of the U . S .  ignores such 
UN resolutions as, for example,  No. 3376 (XXX session) 
from November 1 0 , 1975 .  This resolution says in black and 
white : "A j ust and firm peace in the M iddle East cannot 
be established without reaching , in particular, a j ust 
settlement of the problem of Palestine on the basis of 
realizing the inalienable rights of the Palestinian people, 
including the right to return and the right to national in­
dependence and sovereignty in Palestine, in accord with 
the U . N. Charter. "  Clear enough, it would seem ! Why 
then indeed does the U . S .  governm ent not refer to that 
resolution (and it ' s  not the only one) , but prefer to orient 
itself by ten-year-old decision s ,  which were not imple­
m ented promptly exclusively at the fault of Israel and 
the U . S .  

Not acccidentally, the Damascus paper As-Sa ura con­
cludes that " for the U . S . ,  the problem is  that they are con­
stantly concerned for their privileges' in the Arab world, 
but not about insuring the rights of various nations . "  And 
if some leaders of Arab countries at some point believed 
what the State Department spokesman said,  today irre­
futable facts influence them towards different conclu­
sion s .  Now, writes the Beirut paper As-Shaab, "the Arab 
leaders have realized that they erred in evaluating the 
role of the U . S .  and its ability to exert pressure on Israel 
in order to reach peace in the Middle East. " If some 
people in the Arab countries are still deceived in this re­
gard , this is due to a c leverer implem entation of neocolo­
nialist policy by the U . S .  ruling c ircles . 

The U . S . ,  supporting Israel and depending on it as its 
bridgehead in the Middle East,  at the same time does not 
want to quarrel irreparably w ith the Arab countries .  
They need the Arab East  as a source of oil and as a 
strategic bridgehead. But in the present c ircum stances it 
is practically impossible both to feed the wolves and keep 
the sheep whole.  Internal Arab reaction can still try to 
lead the Arab countries on the road to capitulation, 
hoping thereby to extract material gains from a deal 
w ith the U . S .  monopolists , but it is  incapable of turning 
back the history of the Arab countries and liquidating 
everything that the Arab peoples gained as a result of the 
successes of the national-liberation movement. At the 
same time,  the U . S .  cannot guarantee itself its Israeli 
bridgehead in the future , without satisfying, to some de­
gree, the aggressive appetites of the m ilitant Zionists at 
the expense of these very same Arab countries.  At the 
present ti me,  the Carter Administration is therefore pre-
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pariPg a plot with Isr�el,  which could give the u . s .  
neocolonialist hegemony i n  the Middle E ast.  

Adapting them selves to the present conditions in the 
Middle East,  the U . S .  ruling circles , albeit without con­
sistency,  are forced to recognize the inevitability of a 
withdrawal of Israel occupation troops " approximately" 
to the 1967 borders.  In this regard , they want to catch the 
Arab side on the hook of demagogy. At the very same 
time, they consent to Israe l ' s  revising the previous bor­
ders to its advantage and creating double borders : /state 
borders and " security borders , "  which will  run across 
Arab territory and thus l imit their sovereignty. What ' s  
more, the period of withdrawal is  m o r e  than drawn out . 
In the S inai,  for instance,  it is a full  three years . 

U . S .  Vice-PresidE!nt Mondale,  in his June 1 7  speech in 
San Francisco,  stated generally that " Israel ought not to 
withdraw from occupied Arab land s ,  until it obtains 
genuine peace from the Arabs , "  i . e . , m ore simply,  until 
the Arab countries accept the I sraeli-American condi­
tions for a settlement. And after thi s ,  the State Depart­
m ent spokesman talks about taking into account the in­
terests of all  sides concerned ! 

Ardent defenders of the Zionists , such as Senators 
Jacob Javits and Charles Percy ( both Republicans ) ,  
have again become involved i n  the m atter . After the 
"hawks" headed by Begin c a m e  to power in Israel, 
Javits advised Begin not to withdraw from the occupied 
territories at all ,  so as not to lose negotiating aces . Begin 
i m m ediately grabbed this advice from the U . S . ,  and de­
clared that there can't be any talks about evacuating the 
Israeli troops ,  especially from the West Bank and Gaza, 
since these are supposedly " in fact I sraeli lands . "  With 
this,  he not only tries to fend off any sort of measures 

towards a settlement, but also backs up the U. S .  govern­
m ent thesis about giving the Palestinian refugees a 
"national p lace" preferably somewhere else, j ust not on 
the West Bank and Gaza. Israel and its protectors 
abroad thus want to completely avoid the question of 
creating an independent sovereign state of Palestinian 
Arabs on Palestinian land. 

And so. in all the talk about trying to solve the Middle 
East crisis "in the interests of all sides concerned, " 
Zionist and imperialist interests stick out like rabbit 
ears . 

The only path to a j ust settlem ent of the Middle East 
crisis in the interests of all countries and peoples of the 
Middle East is the proposals of the Soviet Union, sup­
ported by all progressive forces of the world. A firm 
peace in the Middle East can be established only on the 
basis of the withdrawal of Israeli troops from all Arab 
territories occupied in 1967 ,  respect for the independent 
and secure existence of all states and peoples of this 
region , restoration of the legal rights of the Arab people 
of Palestine, including its right to create a sovereign 
national state. To realize these tenets , it is  necessary to 
convene the Geneva peace conference on the Middle East 
as soon as possible, �ith the indispensable participation, 
on eoual footing . of representatives of the Palestinian 
Liberation Organization ( P LO ) . 

There is no other path to peace in the Middle East. 
Otherwise.  the Middle East can again find itself at the 
threshold of a new armed conflict,  which will  pull not 
only the Middle East states into its orbit.  LiQuidation of 
the Middle East spot of mil itary tension is a foremost 
task of all who seek peace and security. 

I sra e l is ' E u rope Opt ion ' 

Khaled Hassan, a leading m e m  ber of the Palestine 
Liberation Organization, broke with precedent this week 
in offering Israel the hand of the Arab countries in a j oint 
effort to develop and build up the industry and 
agriculture of the Middle East .  In a Brussels press 
conference ,  Hassan said that if  I srael recognizes the 
P L O ' s  right to establish an independent state on the West 
Bank and Gaza, then Israel and Arabs can work 
together. Once Israel is  ready to negotiate, said Hassan, 
" it will  be forced to turn itself toward the countries of the 
region to survive . "  

The initiative by the P L O .  while only a n  indication, 
might signal that a much broader and significant process 
is  underway, in various E uropean capitals , to reconcile 
the Arabs and Israel . 

A curious exchange this week between Prime Minister 
Menachem Begin of Israel and E gypt's  President Anwar 
Sadat is an example of a possible new spirit of 
cooperation, in which the supposedly hard-line Likud 
bloc in Israel, contrary to expectations , may now be 
considering dumping the Carter Administration' s  
bungled Middle East diplomacy and moving directly 
toward a peace agreement with the Arab s .  
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Begin,  speaking in Israel early this week, announced in 
an almost offhand manner that Israel proposes October 
10 for the reconvening of the Geneva peace conference. 
In the West African country of G abon, where Sadat was 
present to attend a meeting of the Organization of 
African Unity, the E gyptian president told a reporter 
that he welcomed the call from Begin, and refused to 
dismiss  the statement from Begin as a rhetorical game. 
Then, in Israel. Begin responded to the Sadat statement 
with warm words.  

" For the first time between the Arabs and Israel, an 
exchange and not a pole m ic haS" taken plac e , "  said the 
influential Italian newspaper II Giorno, which noted that 
Arab-Israeli relations are " going well , " and added that 
" between now and October the Question of the PLO has 
t ime to be addressed . "  This point was underlined in 
Italy's  Parliament by Foreign Minister Arnaldo Forlani, 
who, in commenting on the Begin-Sadat exchange, 
warned that it would be wrong to consider Begin "a 
s imple hardliner, as his openness to S adat shows . "  

" This can open the road to peace, " said Forlani . 
" Begin, in contrast to the previous Labour government 
(in Israel) . is flexible . "  



The Forlani evaluation of the Begin-Sadat exchange 
reveals much more than the simple fact of the exchange 
itself. The Mideast policy of Italy,  which has won the 
backing of the Soviet Union and key Arab countries , 
involves what Forlani calls a " global Mediterranean 
approach. "  The concept of a Mediterranean security 
pact, first mooted by Malta and A lgeria in 1 976 ,  has 
gained ground since this spring,  over the violent ob­
j ections of the Carter Administration . S ince early in 
June, there have been increasing indications that both 
Israel and the Arabs ,  as options, are considering to move 
with Europe and the USSR toward a Middle East peace , 
with Italy as the key mediator . Italian sources have 
revealed the occurrence of meetings in Rome, secretly, 
between Israeli and Arab diplomats intent on exploring 

' areas of compromise. 

At the same time, the Israeli  ambassador to Rome said 
last week that the E uropean E conomic Com munity 
(EE C )  might play a role in mediating the Arab-Israeli 
dispute - completely reversing the policy under former 
Foreign Minister Yigal Allon, who demanded that the 
EEC stay out of the Middle East and leave the diplomacy 
to Washington . The ambassador ' s  statement followed a 
move by the heads of state of the E E C ,  at their London 
meeting, to release a policy statement calling for peace 
in the Middle E ast after having long suppressed the 
statement at the behest of Secretary of State Cyrus 
Vance.  

The key foundation for a possible Israeii-EEC accord is 
the ouestion of trade relations .  On July 1 ,  the protocol for 
Israel 's  new relationship with the E E C  went into effect, 
and officials from both sides were predicting a rapid 
expansion of trade. Israel ' s  exports to the EEC are not 
s imply agricultural produce and diamonds as before, but 
according to the Italian daily II Sole will  include such 
high-technology products as laser eouipment for 
surgery . 

A good example is the growing relations between 
Israel and West Germany. Deputy F inance Minister 
Flumin,  in an interview with the financ ial daily Han­
delsbla tt, said that West German-Israeli relations must 
be stabilized to support an increase in industrial activity 
and investment. A West German parliameniary 
delegation vis ited Israel ,  and the European Friendship 
Association in Israel is being revived. 

On the other hand, Handelsbla tt also reported this 
week that there is basis for expanding trade between 
Israel and the Comecon. Handelsbla tt noted that tens of 
mil l ions of dollars in trade already takes place between 
Israel and the Comecon, with Rumania and Yugoslavia 
being the two most important trade partners.  But more 
interesting is the fact that the USSR - via Hamburg, 
West Berlin, and Vienna - maintains a regular flow of 
trade with Israel despite the lack of diplomatic relations . 
In addition, Handelsblatt reported ,  Czechoslovakia and 
Hungary trade with Israel indirectly through Rotterdam ,  
'
Vienna and Switzerland. 

Ecev i f /s Fa l l  Cou l d  Lead To New Cyprus Cr is is  

T U R K EY 

The failure of Turkish Prime M inister Bulent Ecevit to 
win a vote of confidence in parliament July 3 threatens to 
lock Turkey into a continuing spiral of internal chaos that 
could trigger a renewed Greek-Turkish crisis over 
Cyprus . Such a crisis is now being covertly nurtured by 
the Carter Administration . 

Carter has consist�ntly refused to put forth a viable for­
eign and economic policy for debt-burdened Tur­
key - or the Aegean region as a whole - and, as a 
result, NATO has lost much of its controlling influence 
over the Turkish military and bureaucracy .  Instead, the 
Carter-Brzezinski clioue has adopted a purely defens ive 
"strategy" of backing the efforts of extremist forces in 
Turkey to keep the country destabilized and embroiled in 
" left-right" violence ,  thereby preventing a much-feared 
"drift" by Turkey toward the Soviet Union. 

Eugene Rostow of the Com m ittee on the Present 
Danger decried Carter' s  policy as " insane" and certain 
to backfire . Rostow, who recently returned from two 
months in Turkey, warned that Turkey is on its way to 
becoming "another Egypt" within the year, and, like 

Egypt. will start to gravitate toward closer military and 
economic cooperation with the Soviets . Concluded Ros­
tow : "Carter is conducting affairs in a dreadful man­
ner . "  

The Vote o f  Con fidence 

On June 5 ,  Ecevit's Republican Peoples Party 
- a blend of traditionalist m ilitary layers and pro-soc­
ialist tendencies - won a plurality of seats in Turkey's 
National Assembly, 1 3  short of a majority. Rather than 
form a coalition with the fanatic fundamentalists of the 
National Salvation Party (MSP)  of Necmettin Erbakan, 
E cevit tried to win over defectors from the MSP and 
other opposition groups and rule with a single-party 
m inority government. At least five MSP deputies were 
considering crossing over to the E cevit camp, along with 
several members of former Prime Minister Suleyman 
Demirel ' s  conservative Justice Party . To ensure an 
E cevit victory and the formation of a stable government 
in Turkey, five Arab sheikhs visited Ankara and met with 
conservative deputies from eastern Anatolia, urging 
them to cast their lot with social democrat Ecevit. In re­
sponse, Demirel issued orders not to break ranks during 
the vote of confidence. No one did,  and Ecevit lost. 

With the collapse of Ecevit ' s  1 0-day-old government, 
Demirel has now been asked to try his hand. It is widely 
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expected that Dem irel wil l  announce a coalition of the 
Justice Party with the reactionary MSP and the neo­

. 
fascist National Action Party of Alparslan Turkes, giving 
him a parliamentary majority of eight seats . Such a 
coalition would be almost identical  to the last Demirel­
led government, which plunged Turkey into long months 
of bloody left-right clashes and brought the country to the 
edge of mil itary rule. 

Erbakan is reportedly demanding " stiff conditions" 
from Dem irel if the MSP j oins the Coalition. Erba­
kan - described once by a leading Washington-based 
thinktanker as "the last counter insurgent the National 
Security Counci l  has left in Turkey" - is the Carter 
Administration's prime instrument for keeping Turkey 
destabilized and incapable of forging alternative al­
liantes outside of NATO' s  aegis .  E rbakan has 
vociferously opposed any concessions by Turkey on Cy­
prus , a stand that threatens to keep the Cyprus crisis in­
flamed and the Demirel regim e  weak and divided. 

Also facing Demirel is  the likelihood that he will be pro­
secuted for his alleged involvement in the Lockheed 
scandals and in financial crimes of his family.  If  he 
succeeds in becoming prime minister and is prosecuted 
in that capacity, Turkey's  internal crisis will only be 
intensified . 

The armed forces are known to look with extreme dis­
favor on the participation of either E rbakan or Turkes in 
the government, and have given out strong signals that 
they will  not tolerate the continuation of violent clashes 
that are occurring on a daily basis throughout

' 
Turkey as 

a result of the provocations of Turkes and Erbakan sym­
pathizers . However, most Turkey watchers concurred 
last week that the Turkish mi litary wil l  intervene only as 
a last resort to wipe out once and for all the NATO-con­
trolled Turkes terrorist network . 

According to one Turkish specialist,  traditionalist 
generals in the Turkish m ilitary, led by Chief of Staff 
Semih Sancar and President Fahri Koruturk , a former 
adm iral in the Turkish navy, are firmly in command of 
the armed forces as a result of their effort to dismantle 
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the network of Turkes , a former army colonel ,  in the 
mil itary . In 1 960 and again in 1 97 1 ,  Turkes and his back­
ers were directly involved in successful NATO-backed 
coups to c lear the way for International Monetary Fund 
"reorganization" of the Turkish economy. 

As recently as last month, Turkes launched another 
coup attempt, j ust three days before the elections, aimed 
at blocking the elections and preventing Ecevit, who is 
supported by the military' s  traditionalist leadership, 
from coming to power. The coup was aborted when Koru­
turk and Sancar moved swiftly against the Turkes fac­
tion , removing from power Turkes collaborator and com­
mander of the ground forces Namik Kemal Ersun as well 
as two other generals (one of whom,  Musa Ogun, was 
known to be a leader of the 1 9 7 1  m ilitary coup d'etat) . 
They also arrested hundreds of other pro-Turkes offi­
cers . 

Despite these victories by the traditionalists , Turkes 
still maintains a tenuous hold on the Fourth Army, for­
med three years ago as a special strike force operating 
out of the Mediterranean port c ity of Izmir, location of 
NATO 's  regional command headouarters.  The Fourth 
Army adamantly opposes Turkish concessions over 
Cyprus and has played a key role in " fomenting reper­
cussions" with Greece over the disputed island, reported 
one source recently in Turkey. 

The governmental stalemate has set the stage for such 
" reperc u s s ions " and pos s i b l e  provocations by 
Turkes-linked extremists in the Fourth Army who favor 
confrontation with Greece.  Because of uncertainties 
about the political makeup of the next Turkish govern­
m ent, Greece is becoming increasingly edgy over mat­
ters of security and sovereignty and has issued a warning 
to the Turkish armed forces not to violate Greek airspace 
during ongoing Turkish m ilitary maneuvers in the 
Aegean . Only two weeks ago, the Greek government ex­
pressed its hope of working out a solution to the long-fes­
tering Aegean crisis with an E cevit-Ied government in 
Turkey .  



The Real Story Of The Angola 

Coup Atte mpt 

A N G O LA 

The real story of the May 27 coup attempt in Angola 

has yet to be told . Most of the U . S .  press reported that a 

"pro-Soviet" group which had been purged from the 

Angolan government, led by Nito Alves and Jose van 

Dunem,  led an uprising against Angolan President 
Agostinho Neto for the purpose of stopping Neto 's  plans 

to establish economic ties with Western capitalis m .  The 

reality, compiled in this exclusive NSIPS report from 

African and European press accounts and from a series 

of interviews, is that the Angolan " left" putschists were 

a band of black racists whose ideology and direction 

came from exactly the same Western intelligence 

agencies which had earlier created the right-wing FNLA 

and UNIT A countergangs against  the Angolan 

revolution . 
As will  be detailed here, these deep-penetration agents 

were place inside Angola's  only legitimate liberation 

group , the now-governing Popular Movement for the 
Liberation of Angola (MPLA ) of Neto, in part through 
the good offices of the Second "Socialist" Inter­

national , particularly its Portuguese arm , the Port­

uguese Socialist Party. Programmed with the synthetic 

ideologies of "negritude" and pan-African socialism ,  the 

viper within the MPLA set its goal of undermining the 

most advanced cadres in the MPLA leadership . S ince at 

least last October, Alves and Van D unem were actively 

sabotaging the already difficult economic conditions of 

the new republic and organizing the discontented lum­

penproletariat to bring dowll Neto ' s  government in a 

bloodbath . But as the panic-stricken leaders howled to 

each other on the day of the putsch,  " the masses did not 

come out ! "  
The defeat of the Alves-Van Dunem operation in 

Angola, at the cast of the lives of a number of leading 

MPLA intellectuals, has far-reaching ramifications both 

for Africa and internationally.  Angola' s  leadership, 

having weathered this broad-based insurgency, now 

stands as the acknowledged cornerstone of the " front­

line" states which border South Africa and Rhodesia.  In 

mopping up the remains of the ultra-left networks ,  the 

MPLA government is also demolishing the remaining 

credibility of the synthetic racist ideologies which have 

been used to mobilize Africans against African progress,  
a process of a significance paralleling the recent Moscow 

campa ign against the "pluralist" Spanish Com munist 
Party h�ad Santiago Carrillo. Only once the " left" anti­
technology fascists are completely discredited, can the 
socialist movement ally itself with European and other 
industrial capitalists around a com mon program of 
economic development for southern Africa.  

The P u tsc h 

The predawn calm in the Angola capital of Luanda was 
shattered on May 27  by a grenade explosion which blew 
the door off the Sao Paulo prison, marking the first step 
in a coup attempt which was crushed several hours later 
on the same day. The perpetrators of the well-planned 
coup attempt against the M P LA government freed the 
putchist leaders Nito Alves and Jose Van Dunem , as well 
as the imprisoned elements of the anti-MPLA gangs, 
UNIT A and FNLA, and common criminals . Qnly the 
white mercenaries who had fought against the M P L A  

during the Angolan war of  l iberation refused to  lea'/< l h p  
prison, though they were asked to  do so by the r ItsciL " .  

The coup attempt came less than a week after Alves 
and Van' Dunem, both central com m ittee members of the 
MPLA,  had been purged and i mprisoned for secretly 

. organizing subversive networks .  Questioning members 

I of these networks following the coup attempt, Angolan of-
ficials discovered that a complete post-coup government 
had been designated . 

According to the testimony of Jose Manuel Veloso, the 
chief of mil itary operations for the putschists , "the plan 
was for us mil itary to support a mass insurrection. The 
masses were to rise and the army would have to support 
the masses . "  The putschists counted on traitors in the 
Angolan army to seize control of Luanda under the cover 
of planned mass anti-government demonstrations.  Their 
goal was to murder the M P LA c entral committee mem­
bers and replace them

' 
with a " Political-Military Re­

volutionary Com mittee . "  One of the conspirators , 
Domingos Francisco, who was responsible for supplying 
arms and ammunition for the coup attempt, testified that 
the goal was to "prepare a coup d 'etat in order to elim­
inate the MPLA.  There was to be phys ical elimination of 
al l  the mem bers of the c entral committee, of the presi­
dent and all members so they could take over the govern­
ment.  On May 26 I was contacted by Maj . Bage and told 
the operation was to take place the following day and the 
government had been appointed . Alves was to be presi­
dent, Van Dunem prime minister, I mortal minister of de-
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fense, and Bakalof chief of staff of the armed forces . . . .  
We were trying to finish with the MPLA . "  

Even before their May 2 1  imprisonment, Alves and 
Van Dunem had long maintained a dissident position in 
the MPLA, and were removed from their official govern­
ment , posts last October. They maintained that the 
Angolan revolution was not complete, and that this could 
not be accomplished until

'
all  whites and mulattos were 

eliminated. 
Alves had been Minister of Internal Affairs, and Van 

Dunem had been a political comm issar in the army. 
Arrested putschists have revealed that Alves and Van 
Dunem began planning the coup attempt in October. 

I I  
The p l a n  was for u s  m i l i tary to 
s u p po rt a mass i n s u rrect i o n . 
T h e  masses we re to r i s e  a n d  th e 
a r m y  wo u l d have to s u p po rt t h e  
masses . "  

Ch ief of M i l i tary Operat ions  
- Putsc h i sts 

In the words of  President Neto afterward : "These 
fractionalist elements had constituted a political leader­
ship . They had constituted an operational command to 
which elements of the women' s  detachment belonged. 
They had mobilized certain provincial political commis­
sars for this political activity. We have removed the pro­
vincial commissar of Luanda . The commissar of 
Malanje is now in prison . And we are in the process of 
looking for others . Certain elements of the OMA and the 
JMPLA (women and youth organizations)  - who have 
disappeared - of UNTA and the FAPLA (trade union 
and armed forces) were their accomplices . "  

Angolan chief mil itary political commissar Pedro 
Fortunato played a leading role in the coup attempt. "My 
j ob , "  testified Fortunato, " was to keep contact with the 
provincial commissioners of Zaire Province,  Kwanza 
North, Kwanza South, Malanj e a�d Benguela . "  He added 
that Alves and Van Dunem had the task of maintaining 
"contact with the foreign embassies in Luanda. They 
were to promote the discrediting of the government. "  

A reporter for the Paris-based m agazine Afrique-Asie 
went to Luanda after the coup attempt to report first 
hand on the investigations underway. He reported that 
investigations being conducted by Angolan authorities 
were revealing the role played by foreign powers in the 
organization, financing and imple mentation of the 
operation . Intelligence services from F rance,  Portugal, 
the U . S .  and Belgium are implicated directly or through 
the intermediary of diplomats of African, Arab and South 
American countries because they are less suspect. 
Afrique-Asie reported that Brazil especially is spoken of 
in this context and added that Angolan authorities are 
also discovering that Chinese intelligence networks re-

- cruited participants in the coup attempt for Alves .  
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The coup attempt had originally been scheduled to take 
place on May 25, according to captured conspirators, and 
its immediate obj ectives were assaults on the prisons , 
the National Broadcasting Station and the Jornal de 
Angola . But Angolan authorities were aware that some­
thing was in the offing, and in addition to arresting Alves 
and Van Dunem, the government moved in other areas of 
the country to preempt possible trouble.  For example, 
the military arrested the provincial commissioner as 
well as the leadership commission of the MPLA in

' 

Malanj e, following discovery of their links to the Alves I 
faction. The Province Com missar of Nie ordered the 
Angolan armed forces to encircle the Nito Alves con­
spirators there . Other provincial leaders with c:on­
nections to: Alves were purged one by one, without their 
being able to act. 

-

Because Angolan authorities were on guard, all the 
Alves c�lls could not be mobilized in time, and the coup 
attempt was delayed 48 hours,  until May 2 7 .  On the 26th, 
there was a flurry of meetings of military and civilian 
conspirators who had infiltrated the administration . The 
decis ion was made to dispense with the attack on the 
Jornal de Angola : "It was necessary to give the im­
pression that it was a popular insurrection and not a coup 
d ' etat , "  admitted Angolan mil itary police chief Jose 
Manuel Veloso on June 3. Veloso was the operations 
com mander for the putshcists general staff. 

The putschists captured the National Broadcasting 
Station, with the complicity of some of the employees,  
and held it for three hours . Every three minutes an ap­
peal was broadcast calling the population to regroup at 
the radio station, and then to the presidential palace to 
demonstrate . 

This attempt to bring out the masses to serve as cover 
for the planned military takeover failed completely. 
Domingos Francisco testified that army political com ­
missar Bakalof, scheduled to become chief of staff of the 
armed forces if the coup succeeded, sent him into 
Luanda t'o make a progress report during the early hours 
of the attempt. "I met some people going to work and 
some agitators telling the people not to go to work and to 
go to the palace, "  he testified. "The people didn't  want to 
go. They insisted they didn't want to go . They were 
forced. Our people fired shots into the air to intim idate 
them . "  Elsewhere in the city Francisco observed " men 
being forced into trucks at gunpoint . . . to go to the 
palace . " The panicked Francisco reported back to 
Bakalof : " Listen, nothing is happening ! "  The coup 's  
chief of operations, Veloso, was  frantically running 
around the city at the same time,  and came across a 
frightened group of coup agitators . " You said the masses 
were gOing to come out but they haven't , " he shouted to 
them . One shouted back : "The masses are going to come 
out right now ! "  According to eyewitness testimony, the 
terrified Veloso responded : " We ' ve come out - but the 
masses are not coming out ! "  

Eco n o m i c  Sabotag e 

From the time the putschists began planning the coup, 
they had been carrying out an extensive plan to sabotage 
the economy of Angola to produce a high level of 
dissatisfaction in the population . - The already disastrous 



shape the economy was in,  due to the sabotage by the 
fleeing Portuguese, and the extensive destruction caused 
during the war of liberation, was deliberately compounded 
by the putschists , primarily by sabotaging the efforts 
under taken by the struggling government to meet the 
most basic needs of the population. 

In an address on May 2 1 ,  the same day that Alves and 
Van Dunem were imprisoned, President Neto spoke 
directly about these difficulties : " The problem of sup­
plies is serious . There is  no manioc , no potatoes ,  no palm 
oil .  There is  nothing in the market. Not even fish. We 
passed by the "Jumbo" supermarket. We saw the long 
waiting lines , the crowds of people who were there to buy 
things that don't exist . . .  " 

Three days after the coup attempt it was discovered 
that vast stocks of food and supplies had been hidden 
away by the putschists and their networks through 
wholesale sabotage of the distribution networks the 
government was trying to set up to alleviate the worst 
shortages.  David Aires Machada Minerva, Internal 
Trade Minister, was arrested after the coup when the 
role he played in the systematic sabotage of distribution 
of supplies to the population was discovered. Clandestine 
depots were set up to divert supplies destined for the 
population . Alves-linked provinc ial government leaders 
set up roadblocks to prevent trucks from transporting 
food to the cities from the peasant cooperatives .  The 
rationale used by the officials for this was that there was 
a danger of the supplies falling into the hands of the anti­
MPLA UNITA and FNLA gangs,  which for the most part 
had been driven into the neighboring countries which 
have always harbored the m .  The shortages thus created 
were intended to deliberately provoke dissatisfaction, . . 
which the putschists tried to then manipulate to win the 
population to their side. Consciously provoking the lack 
of food and medicine, the putschists referred to hunger 
as a revolutionary weapon , according to Vjesnik. Cap­
tured conspirators revealed that if the coup had been 
successful, the day afterward these stocks would have 
been distributed to the population in an attempt to gain 
their support. Vast amounts of this  hidden food turned 
out to be rotten and unusable. 

U nd e rm i n e t h e  M i l i tary 
The same kind of deliberate sabotage was carried out 

in the military to undermine its loyalty. Alves-linked 
military superiors held back pay for their units in an 
attempt to stir up discontent in the army. 180 ,000 escudos 
were found in the safe of the chief of mil itary police, 
Veloso, salaries which he had never paid to his unit. In 
the home of air commander Paulito two mill ion Kwanzas 
in unpaid wages was discovered. Only one motorized unit 
of the army participated in the putsch, after the loyal 
officers were arrested. In the period j ust prior to the coup 
attempt border threats as well as a threat to destroy the 
Cabin dan oil fields were raised by the various anti­
MPLA gangs, in an attempt to draw troops out of 
Luanda. Neto reported after the coup attempt that the 
conspirators told their networks not to fight the armed 

bands , which were being deployed from neighboring 
Zaire and South African controlled Namibia,  explicitly to 
further disrupt the economy, but to save themselves for 
another "revolution. "  

Attempts by the government t o  provide health care 
were also sabotaged. The Health Ministry reported 
after the coup attempt that a vaccination campaign 
against infantile paralysis , -undertaken for the first time 
in· Angola in April, had also been sabotaged. 

M P LA off ic ia l s sa i d .  t h at the 

eco n o m i c  and soc i a l  sabotag e 

o p e rat i o n  was s i m i l a r  to that 

carr i ed o u t  i n  C h i l e  p r i o r  to the 

c o u p d ' etat by P i n oc h et .  

The exacerbation of the shortages of supplies induced a 
" psychosis of buying" in the population, reported 
Vjesnik. Whenever something was available there would 
be a mad scramble, with the people who got there first 
buying more than they needed for purposes of hoarding, 
fearful that no more would be available in the future. 
This only served to underm ine the credibility of the 
government. The racist putschists tried to further the 
discrediting of the governm ent by blaming the problems 
they themselves were creating on "the incapable rightist 
social-democratic government of whites and m ulattos . "  

M P LA officials said that the economic and social 
sabotage operation was s imi lar to that carried out in 
Chile prior to the coup d 'etat by P inochet. 

Although the "popular uprising" needed to produce the 
chaos and confusion necessary for the putschists never 
developed, the Voice of America that morning, apparently 
following the script, announced at 7 AM that a "popular 
insurrection" was taking place in Luanda. 

Despite the failure, the putschists were successful in 
killing some high ranking Angolan leaders . 

Of the more than 200 people who were killed as a result 
of the operation, seven were from the highest ranks of the 
MPLA leadership . All seven were close advisers of 
President Neto. A member of the leadership of the 
S ecurity Department, Neto Helder, was killed when

· 
the 

Sao Paulo prison was stormed.  E urico Manuel Correia 
Gonzalves , a commander of the G eneral Staff, and An­
tonio Garcia Neto, the director of Economic Affairs of 
the Foreign Affairs Ministry were kidnapped, murdered 
and burned, while a person who had been with them ,  but 
was not part of the MPLA leadership,  was let go. 

Anatomy of t h e  Co u p  
Three commanders of the general staff of the Angolan 

army, Paulo de Si lva Mungungu, E ugenio Verissimo da 
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Costa and Jose Manuel Paiva had gone into the barrios of 
Luanda the night preceding the coup after being alerted 
of signs of trouble among certain units as well as 
c ivilians who had received arms form the putschists . The 
following morning the three commanders. p lus F inance 
Minister Saydi Mingas were sent at the bidding of the 
putschists . to talk and negotiate with the coup makers 
after it was c lear the coup could not succeed . They never 
got out alive. being tortured. murdered. and then hauled 
away. gasoline poured on their bodies and burned.  Other 
MPLA cadre. mostly mil itary. who refused to j oin the 
putsch were also killed. 

Had the army j oined the plotters.  Alves would have 
read a proclamation over national radio announcing the 
new regime had seized power. and then the Deputy 
Commander of the Army. Imortal .  was to have followed 
this up by arresting and eliminating MPLA leaders . 
Among those scheduled to be kil led.  according to the 
captured Fortunato. were MPLA General-Secretary 
Lucio Lara ; Defense Minister Iko C arreira ; Commander 
Carlos Rocha Dilolwa ; Commander Ludy. head of State 
Security ; Commander Xietu. chief of the army general 
staff headquarters ; and of course President Neto. The 
arrested army officer Veloso was in charge of 
engineering the "physical elimination" of Lara. Carreira 
and DiJolwa. "This list was the personal choice of Nito 
Alves . "  said Veloso. "There were others he wanted killed 
but we said we didn't have enough people for the job - so 
Alves reduced the 'action' to these three. "  All three are 
mulattos who were hated by the racist Alves . 

At the central committee meeting on May 21 at which 
the decision was made to purge them .  Alves and Van 
Dunem put the other members on the spot. making them 
state their views on the factional position of Alves and 

Van Dunem.  In this meeting Mingas and one of the 
commanders . Paulo da S ilva Mungungu severely 
criticized the two factioneers. swinging the rest of the 
Central Com mittee behind them . Mingas and 1da Silva 
were two of those who were m urdered by the putschists . 

The whole murder operation was carried out by the 
Alves-networks in conjunction with disruptive tactics by 
the group of Portuguese " gauchists . "  both under the 
control of CIA Portuguese operatives .  How was this 
operation put in place. and how could it function to the 
extent it did? 

T h e  M P LA:  A Front O rgan izat ion 

The MPLA is a front. and h a s  m a y  more political 
tendencies in it. in addition to the Alves faction. although 
most of them now are unified around the necessity of 
reconstructing the country.  Members of the former 
Angolan Communist Party (PCA) played a central role 
in setting up the MPLA in the mid-1 950s . · The PCA was 
founded in October 1955.  and in early 1956 the PCA set up 
an anti-colonial party with which to organize among the 
Angolan people.  Immediately after this .  however. a 
p lethora of disparate nationalist groups were founded. 
rendering impossible a unified anti-colonial political 
movement. As a result the young PCA members. 
together with other political tendencies in Angola. 
rapidly founded the Popular Movement for the 
Liberation of Angola (MPLA) in December 1956. It was 
founded as a broad encompassing front. including 
several groups.  and had no rigid entry requirements. 
This marked the beginning of a long process of forming 
united fronts with other tendencies.  and kicking out those 
that tried to divert the MPLA from its goal.  No operation 

Angola On 'Africa n Soc ia l ism ' 

The following is a release by the Cuban press 
agency Prensa Latina : 

LUANDA. June 24 (PL) - Africa can not divorce 
itself from the world. for this would be equivalent to 
playing the game of colonialism .  racism.  and 
apartheid. affirmed the Jornal de Angola today. 

�n a commentary dedicated to analyzing the his­
torical and ideological roots of the school of thought 
called "negritude. "  the daily said this has been 
launched by the leaders of the non-progressive 
countries of the continent . 

The thesis of the President of S enegal, Leopold 
Sedar Senghor. on "African socialism "  maintains 
that this tendency must be based on the prevalent 
tribal structures on the continent. 

}n this context. the daily indicated that now some 
heads of African governments . in the service of for­
eign interests. are trying to revive in the region the 
cadaver of negritude. " Bantu social ism" or authen­
ticity. the latter headed by Zaire leader Mobutu 
Sese Seko. 

The real reasons wh i c h  motivate these 
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maneuvers. added the daily. are exposed in the in­
tentions of these administrations to maintain the 
population in the dark. removing them from the vic­
tories that the progressive forces gained in their 
fight . 

The struggle of Africa today does not permit the 
acceptance of these tendencies . because with the 
passage of time the camps have been defined and it 
is known who are friends and who are enemies. as­
serted the daily. 

It added that at various international meetings 
these tendencies have been manifested by states 
that promote them. but ha .... e been rej ected by the 
decision of the maj ority of the continent to elimin­
ate the colonial consequences and construct a new 
society. 

The next summit of the Organization of African 
Unity. which begins next July 2 in  Gabon. will be 
another adequate scene for the confrontation be­
tween the Africans who want to be free and those 
who want to permanently be subservient to interna­
tional reacton. concluded the Jornal de Angola . 



to sidetrack the MPLA succeeded, but the result was a 
long trail of left-behind dissidents who had tried to do 
that but failed. 

It became evident very early that the MPLA leader­
ship could not be easily subverted. Consequently efforts 
to create subversive factions within the MPLA were 
initiated, and were complemented by the setting up of 
two anti-MPLA countergangs formations : first the 
FNLA of Holden Roberto, set up in the late 1 950s , 
followed by UNITA in the m id-1 960s headed by former 
FNLA official Jonas Savimbi .  The most noteworthy 
internal factional efforts were led by Daniel Chipenda 
and the Andrade brothers . Chipenda, an agent of the 
Portuguese secret police (Pide) tried to assassinate Neto 
in 1972,  and led an unsuccessful revolt in the MPLA after 
which he attempted to pull M P LA troops under his 
command out of the MPLA and into the FNLA. He later 
formed what was called the " Chipenda brigade" which 
accompanied the South African mil itary invasion of 

, Angola beginning in August, 1 975 in a flimsy attempt to 
provide some black cover for what was a blatant South 
African invasion. Mario Pinto Andrade, one of the 
founding members of the MPLA,  and his brother 
Joaquim, a priest, led the "active revolt" in the MPLA 
which surfaced after the Spinola coup in Portugal and 
created divisions in the membership which served as the 
preconditions for Pide agent Chipenda to reactivate his 
eastern revolt against the MPLA leadership . Mario is 
now in exile, while Joaquim is in prison. 

Although the core of the MPLA leadership remained 
very solid throughout its history, following the 1 974 
Spinola coup many people of d ifferent political ten­
dencies jointed the MPLA, including those deployed in to 
carry out subversion . In addition an agent operation in 
the Portuguese Communist Party which Cunhal had 
expelled, was redeployed into Angola, along with other 
agent leftists to defeat the MPLA.  These networks were 
part of the intelligence operations operating under a left 
cover which are run out of the Institute for Policy Studies 
in Washington. Various elements of the MPLA were in 
contact with the entire gamut of the Portuguese left, 
opening the way for penetration operations by these 
" left-CIA" operations ,  some laundered through the 
Patrice Lumumba University in Moscow. 

One example of this was the reasonably good ties the 
MPLA had in Paris prior to the Spinola coup with the 
then exiled Portuguese Socialist Party (PSP) leader 
Mario Soares, a known Atlanticist agent. Another 
example was the ultra-left circles in the MFA movement 
in Portugal ,  including the agent wing of the PCP, as well 
as the non-PCP left, both examples of left cover agentry 
controlled by the Institute for Policy Studies .  

Following the Spinola coup in Portugal ,  political 
parties in the Portuguese colonies were declared legal, in 
keeping with the "progressive" cover of the Spinola coup 
- all; that is, except for the M P LA in Angola. Due to 
pressure in Portugal from the P C P  and other left parties, 
the Portugese government was forced to reverse itself, 
and allow the MPLA to function openly in Angola. During 
the period leading to Angolan independence on Nov. 1 1 ,  
1975, on through to the end of the Angolan war of 
l iberation in early 1976 ,  various CIA and other Western 
intelligence circles funded the anti-MPLA gangs heavily, 
and provided them arms.  In these aversive conditions,  

the MPLA was not selective, accepting anyone who 
desired a real independence and therefore opposed the 
CIA's ,  South Africa's ,  and others ' anti-MP LA gangs . 
MPLA officials believe that some of the core group of 
coup leaders may have been reactivated Pide agents . 
Prior to independence, Pide had more agents in Angola 
than in Portugal, in addition to countless part-time 
agents and informers. The Pide networks in Luanda 
were especially thorough . Angola officials have noted 
since the coup attempt that the police records of some of 
those implicated in the coup attempt were destroyed 
sometime after the Spinola coup, leading them to think 
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that many of the coup participants were reactivated Pide 
agents now hooked into apparent " leftist" networks 
operated by the CIA and allied forces out of Portugal.  

Jonas Savimbi of the South Africa-linked UNITA has 
long been a member of such police networks , and the 
British Sunday Telegraph reported after the coup at­
tempt that the MPLA had discovered links between 
Savimbi and the Alves faction, which was one of the 
factors leading to their purge . 

The MPLA has been well aware since the end of the 
war that the standards of the organization had to be 
raised to deal adequately with the task of reconstruction 
of the country. In the words of Lucio Lara, MPLA 
General-Secretary, in a pre-May 27 interview : "When 
the MPLA became legal,  a large number of new mem­
bers j oined, but their political conviction rarely was as 
strong as we could have wished. They often had op­
portunistic or emotional motives .  We have not yet 
managed to do very much about this opportunism.  We 
have called for watchfulness ,  and we have made a cer­
tain selection among the applications for membership, 
but the methods have not been very effective so far. 
From now on we will be much stricter when accepting 
new members . We will  even purge within the 
movement . "  

Laro added : "We now attach l e s s  importance to the 
number of members and stress quality instead . . .  During 
the guerrilla stage people jo ined the MPLA almost in­
stinctively, and there was no selection worth mentioning 
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- now we build up the movement more systematically 
and on a scientific basis . "  

Alves 

Immediately following the victory by the MPLA in the 
war of l iberation, Alves and his controllers set out to 
subvert the revolution. The key aspect of this operation 
was the use of racialism to split the base of the MPLA. 
The "pan-African socialis m "  and " negritude" ideologies 
used to carry out this subversive activity were created 
from the inception specifically for subversion . CIA 
conduits in the press have attempted to cover up the 
operation carried out by Alves with the silly story that 
Alves was pro-Soviet . The history of the Alves group 
shows not only that he is not pro-Soviet, but was an agent 
from the beginning. 

As soon as the liberation war was won, Nito Alves 
began a constant factional battle within the MPLA, at­
tacking the leadership for allowing whites ,  mulattos and 
assimilated (educated) Africans in leadership positions,  
and instead called for more positions to be given to 
"authentic Africans , "  attempting to reduce the MPLA 
and the Angolan government to some variant of "pan­
African socialis m . "  

Prior t o  the May 27 events Neto accused Alves of 
leading a "black racist faction, "  and the explicitly racial 
approach used by Alves is  what he has in common with 
all the other operations that have been thrown against 
the MPLA. The common thread running through Alves , 
Holden Roberto, Savimbi,  and Chipenda is an avowed 
racism, in the guise of trying to attain a pure pan-African 
ideal, an authentic, untainted African regime.  The 
western backers of the anti-MPLA forces became livid 
with rage when the MPLA invited the Cubans to come to 
their aid, because the arrvval of the Cubans guaranteed 
that the counterinsurgent, black racist environment 
being created by Western intel ligence networks to 
eliminate the intellectual leadership of the MPLA could 
not succeed. Both because of what the Cubans 
represented politically, and because of their own racial 
mixture . 

Nito Alves joined the MPLA resistance fighting against 
the Portuguese in the first mil itary region in 1 966 .  The 
Portuguese secret police, Pide, and the black coun­
terinsurgency force, ilechas, trained by Pide, were very 
effective, isolating the guerrillas from the MPLA 
leadership which was able to exist only in eastern Angola 
and in exile at that point. The fighters of the first region 
were also completely cut off from the clandestine net­
works in Luanda. The CIA's  FNLA force in northern 
Angola also sabotaged and attacked the MPLA, while the 
Zaire army of President Mobutu has as its task in­
tercepting the MPLA so its fighters could not get in 
contact with its members in neighboring countries such 
as the Congo. 

In these aversive, isolated conditions , the fighting 
cadre didn't  always develop according to any policy lines 
of the MPLA leadership . The MPLA leadership in the 
liberated zones and in exile was experiencing lively 
debates, and undergoing an outstanding evolution. Alves 
by this time had risen to a leadership position in the first 
region, northeast of Luanda. Many of the Angolan of-
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fic ials and m ilitary men who participated with Alves in 
his putsch attempt had served with him in the first region 
also. 

Alves was sent to Luanda in 1 974 to hook up with the 
c landestine MPLA network there . It is at this time that 
he met Jose Van Dunem, in addition to some PCP cadres.  
These PCP cadres pushed Alves, c laiming that he was an 
enlightened leader, and continued to support him despite 
the fact that these PCPers had been disavowed by PCP 
leader Alvaro Cunhal .  The disavowal by Cunhal im­
mediately brands these so-called PCPers as part of the 
networks run out of the IPS in Washington . 

Liberal Fabian profilers in the U . S .  characterize Alves 
as an opportunist without an ideological line, and note 
that some of the people in his c ircle are on the right 
fringe of the MPLA. Intellectuals in the MPLA referred 
to him as a Frantz Fanon-type for his virulent anti-white, 
anti-mulatto tirades, which was m ixed with a mumbo­
jumbo of socialist and Marxist phraseology. He claimed 
that "the blacks were the only real proletarians in 
Angola, "  called the whites and m ulattos in the leadership 
of the MPLA and the government the "new bourgeoisie ,"  
and because he championed the complaints of  the 
lumpen elements of the population, claimed himself to be 
more pro-Soviet than Neto and the other leaders of the 
MPLA.  It is interesting to note that before independence 
an MPLA cadre once asked Alves what he thought about 
Marxism-Leninism.  Alves, now touted in the Western 
press as the leader of the pro-Soviet faction in AngQla, 
replied : " I ' m  only experimenting with the idea of 
Marxism -Leninism . "  

Despite maintaining a racist-factional position starting 
with the first interregional conference on Angolan 
territory after the fall  of Caetano, Alves had his biggest 
impact in organizing groups in the neighborhoods of 
Luanda to resist the FNLA. In these neighborhoods 
marginal types, lumpenproletarians on the borderline of 
criminality, and young ultrarevolutionary students 
rubbed elbows . In this layer of the population there was a 
sentimental adherence to simple slogans, to a notion of 
the MPLA as liberator, and to Neto as symbolizing the 
end of the Portuguese colonial nightmare. But any in 
depth politicization of this layer was difficult to ac­
complish. He built his following w ith easy demogogy and 
simple dogmatism,  building himself up as an idol for his 
base . His actions were a cause for concern in the MPLA 
leadership.  

Alves accused Neto of being a c lass collaborationist for 
calling for national unity of workers and peasants , while 
Alves postured as a partisan of brutal c lass con­
frontation , as a revolutionary that did not compromise. 
The vast majority of the Angolan population is peasant 
and Neto continously warned that "for the MPLA, 
isolation of the working class would be a disaster ."  Alves 
was known as the leader of Luanda c landestine circles , 
as opposed to cadres in the liberated regions or in exi le. 
The intellectual influence of the latter two overshadowed 
Alves, not allowing him to play the hegemonic role he 
sought. To this he reacted with a growing sense of 
frustration. 

At the same time that Alves came to Luanda in 1974 to 
hook up with Van Dunem , Van Dunem's  wife, Vales, an 
Angolan of Portuguese birth ,  returned to Angola, 
presenting herself as a member of the PCP.  Vales made 



no secret of her goal of imposing a m ore dogmatic stance 
on the movement. While the PCPers disavowed by 
Cunhal continued to champion Nito Alves, Vales played a 
preponderant role in the organization of the clandestine 
structures for the putsch. A secretariat in the Depart­
ment of Mass Organizing (DOM) had been set up, and 
was directed by Vales . Out of the DOM she recruited and 
gave special training to activists , after which they began 
rigorously clandestine organizing, especially in the 
armed forces and the mass organizations.  

Van Dunem set up clandestine networks among 
prisoners while imprisoned by the Portuguese in Sao 
Nicolau prison, which contained 1 0 ,000 Angolan 
prisoners . He gained the personal allegiance of 6 ,000 of 
the prisoners , all of whom were released on April 25,  
1974,  the day of the Spinola coup . 

Alves, Van Dunem and Vales were the three key 
operatives through whom the coup networks were 
organized and put in place this May. 

As soon as the war of liberation was won, Alves began 
organizing demonstrations by his lumpen networks,  
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demanding a bigger participation of blacks in the 
government. Alves never accepted the fact that the 
MPLA accorded Angolan nationality to whites and 
mulattos, all of whom were considered former 
colonialists by Alves and his backward lumpen base.  It 
was on this question that Alves and Van Dunem fought 
with the MPLA leadership at the first interregional 
conference of the MPLA after the Spinola coup . As a 
result of this organizing by Alves and his networks,  the 
situation in the poorer districts of Luanda began to 
deteriorate . The weekly Jeune Afrique reports that the 
defense groups that had been organized by Alves were 
never tightly politically organized into the MPLA 
command structure, and were m erely being further 
pulled away by Alves . With the economic troubles, it was 
easy for Alves to demagogically convince the lumpens 
that the whites and mulattos in leadership positions were 
to blame. In actuality, the lumpens and others in Alves' 
base being organized to protest did not have the 
qualifications necessary to fill these positions,  due to 
Portugal 's  dismal policies as a colonial power. 

The local defense groups organized by Alves in the 
slums, called Poder Popular (PP)  had played a key role 
in preventing the FNLA from getting established in 
Luanda during the war. However Alves consciously 
resisted all efforts by the MPLA to politicize the PP. He 
pulled out the political cadre to turn them into self-help 
local-control social service organizers devoid of any 

crucial political role. Alves manipulated the childish 
disappointment of this layer of the population regarding 
all their desires that were not immediately met once the 
war was won. They were therefore very undisciplined 
and always a potential trouble spot for the MPLA. 

During the summer of 1 975 the "gauchists" arrived 
from Portugal. and gave direction to this discontent. ' 
blaming the leadership of the M P LA for their misery. 
Alves.  who had been very critical of ultra-left circles 
before. adapted himself very quickly to their line. 
championing it to the receptive lumpen layers. At this 
point the MPLA tried to dissolve Alves' militias since 
they were refusing orders .  refusing to go to the fighting 
front. but were unable to do so because of the following he 
gained among the unpoliticized lumpens with his ultra­
revolutionary phraseology m inus a clear political line. 

He molded this strong base which carried out 
systematic agitation which resulted in instability. When 
the MPLA named Alves the Minister of Internal Ad­
ministration. all authority over police forces was 
nevertheless withheld from him . However he profited 
from his position to place his partisans in important posts 
in the administration : many of the provincial governors 
were loyal to him . A segment of the secret police followed 
him . And he took advantage of the rapid expansion of the 
army to get his people in. and also used the incentive of 
promotions to bring men to his side. In November, 1976. 
after Neto had returned from a trip to Moscow. Alves and 
Information Minister Joao Felipe Martins. one of his 
strong supporters.  were relieved of their ministerial 
positions.  and Alves was not elected to the political 
bureau. Shortly thereafter the security apparatus was 
c leaned uP. and some of his close followers were arrested 
by the end of 1976 .  Confronted with the possibility of 
losing their extensive personal networks . it was at this 
time that they began planning the coup operation -
before their networks could be uprooted entirely. 

Another key aspect of sabotage carried out by Alves 
involved the Portuguese industrialists located in Angola 
before independence .  To avoid an economic collapse of 
the economy. Neto did everything possible to get the 
industrialists to remain in Angola. Howe ver. Alves did 

just the opposite. He stirred up the workers. and carried 
out other acts designed to m ake the industrialists think 
that the situation would be most unstable . Alves suc­
ceeded. most businessmen left.  confronting Neto and the 
MPLA with a still more serious economic collapse to turn 
around. Alves consistently used his influence against the 
Cuban presence. and tried to turn popular sentiment 
against them by calling for " African solutions to African 
problems.  " 

Pro g ressive CIA Fact i o n  
Depl oyed F r o m  Portugal  

President Neto announced on June 1 2  that there were 
foreigners among the conspirators arrested. some of 
them Portugues�. He denounced them as extremists who 
were "incapable of making a revolution in their own 
country. " and thus "tried to come and do it in Angola . "  
While not naming their origins .  he w a s  referring to the 
international Eurocom munist and ultra-left networks 
which have been deployed into communist and workers 
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movements to destroy them . 
Neto was referring to a sizeable contingent of Por­

tuguese ultra-left " gauchists . "  These " workerist" 
elements were primarily Portuguese soldiers in the left­
wing of the Armed Forces Movement set up at the time of 
the Spinola coup . Following the fal l  of the pro­
Communist Goncalves government in 1975 ,  a group of 
these types,  numbering in the hundreds,  went to Angola 
to reinforce the agent wing of the party, which had been 
renounced by PCP head Cuhal ,  and was vigorously 
supporting Alves as an " authentic "  revolutionary. 

The "gauchists" primary operation was to destabilize 
the small and therefore crucial layer of skilled and semi­
skilled urban workers . They attempted to organize 
strikes, denouncing Neto for exploiting the workers,  and 
criticizing Neto for not being responsive to the workers' 
demands . According to the Yugoslav daily Vjesnik, the 
gauchists instigated the workers' incredible demands, 
such as 300 percent wage increases . Vjesnik added that 
the infantile ultra-lefts'  sabotage activity especially 
affected the port, disrupting the economy further, and 
feeding into the efforts of Alves , et al. to provoke discon­
tent among the population by sabotaging the distribution 
of basic goods .  David Aires Machada, the Internal Trade 
Minister arrested for his participation in disruption of 
food distribution, at an earlier point was the Angolan 
Labor Minister, and actually participated in organizing 
urban workers against the governm ent. 

Just like the Alves crew, the ultra-left crowd agitated 
without articulating an alternative political program.  
Both Alves and the ultra-lefts blamed Neto's  economic 
cooperation with the West as the reason he was not able 
to satisfy workers '  demands,  and the reason the economy 
was in trouble. The ultra-lefts and A lves made three 
demands designed to isolate Angola and exacerbate its 
economic crisis .  They called for : 1 )  no multinationals in 
Angola (aimed at destroying Angola 's  collaboration with 
Gulf Oil Co� to exploit Angola ' s  oi l ,  its primary source of 
foreign exchange, and aimed also at preventing similar 
collaboration to gear up production in Angola' s  mining 
sector) ; 2 ) , no diplomatic relations with the West ; 3) no 
warming of relations with Portugal .  Neto and the Angola 
government have been trying to do j ust the opposite of 
these three demands in order to get the economy moving. 

Ten agents of Portuguese nationality have already 
been expelled from Angola, and many more have been 
arrested as the mop up of the Alves and ultra-left net­
works continues. Some of the key operatives who coor­
dinated both the Alves and ultra-left operations have 
already been arrested : 
* - Valera J oao Gomez, a leader in the Portuguese 
Movimiento dos Forcas Armadas (Armed Forces 
Movement) , was reported arrested by the June 4 East 
German daily Neues D eutschland.  Valera Joao Gomez 
went to Angola when the Goncalves government fell  in 
Portugal .  When Carvalho staged his Maoist insurrection 
in Portugal on Nov. 25, 1975 ,  Valera Joao Gomez was 
back in Portugal in the thick of the operation. The Car­
valho coup attempt was staged m erely to provide the 
pretext for a sharp right turn politically in Portugal ,  as 
soon as the operation had served its purpose, Valera Joao 
Gomez returned to Angola. 
* - Another plotter detained in Angola is a former 
Portuguese law student, Ruy Coelho, according to a 
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Reuters wire of June 12 .  He has confessed to beginning 
his political activity in Lisbon, first with the Maoist 
Movement for the Reorganization of the Proletariant 
Party (MRPP) and then with the PCP.  He said he had 
served as one of the main " ideological advisers" to Nito 
Alves . 
* - On June 1 1  the Angolans announced the arrest of 
former Portuguese Labor Minister Jose Ignacio da Costa 
Martins in connection with the coup attempt. He worked 
in Angola as an adviser, and was one of the many Por­
tuguese arrested for alleged implication in the abortive 
coup . 

Into T h e  Futu re 

The Angolan government is now carefully investi­
gating and digging out the remnants of the Alves and 
associated networks. The day after the coup attempt 
President Neto announced that the government was 
going to tighten up control,  emphasizing that all mass 
organizations would have to submit to direction from the 
MPLA. He also pointed out that with respect to various 
forms of dissidence, for months " we spoke of tolerance. 
But this tolerance was not interpreted in the correct 
sense. Now we are going to have to procede in a firm and 
tough manner. "  The Government has also formed an 
office specifically charged with overseeing the supplying 
of food and other basic commodities to ensure no further 
sabotage in this area. Van Dunem and his wife Vales 
have been arrested, while the search still continues for 
Alves and other of the conspirators . 

Neto also made it very c lear that Angola' s alliance 
with the Soviet Union and Cuba was not going to be 
brought into question : "The Soviet and Cuban comrades 
have been accused of coming here not to help us, but for 
other reasons.  I reaffirm to the Angolan population that 
the Soviet comrades have always manifested, in our 
regard, sentiments of solidarity and friendship and that 
they have contributed to the formation of our armed 
forces to help us with our national reconstruction. " 

"If  there is any people, any party, any government 
which is in this movement alongside us,  it is really Cuba. 
The contribution of Cuba is so great that we will never in 
our lives be able to forget it. " 

The MPLA will also continue with its efforts to 
establish a political cadre party. In an interview at the 
end of 1976 ,  MPLA General-Secretary Lucio Lara 
discussed why this was necessary : "The struggle bet­
ween the c lasses in Angola has not as yet reached its 
most intensive phase. A movement like the MPLA, 
where all c lasses are represented, can not solve class 
conflicts and build up socialism.  In such a case we would 
have conflicts between ourselves and that would prevent 
us from realizing our political aims.  Already we must 
think of creating a party that can become an instrument 
for the working classes and with the help of which we can 
build up socialism .  The MPLA could never be such an 
instrument, even if it has filled - and during many years 
to come will  fi l l  - a very important place as a front 
organization. But in order to build up a socialist Angola it 
is necessary to have a party that is clearly defined in 
terms of classes . "  

At the Central Committee meeting last November it 
was decided to hold a congress in 1977 to study the 



question of forming a party, and discussions have 
already been initiated at the loca l  level of the MPLA 
organization. Lara : " There are various opinions about 
what such a party should be like and what place it should 
fil l ,  and for that reason congress has to decide this .  
Earlier o n  the dominant opinion in the Central Com­
mittee was that the MPLA should be transformed into a 
party. But now more and more members seem to think 
that the MPLA should continue to exist as a movement, 
and at the same time a completely new party should be 
formed. In that case it will be a Marxist-Leninist cadre 
party. We feel that it would be politically unwise to abol­
ish the MPLA, which has such a good reputation among 
the population of this country, in order to turn it into a 
party. "  

The May 2 7  coup attempt was probably the second 
most serious threat that has ever confronted the MPLA, 
surpassed only by the war. Despite the continued 
fragility of the econom y, the demise of a maj or sub­
versive network embedded in the country leaves the 
MPLA in a better position . Without such a subversive 
network in place, the military threats represented by the 
CIA's  anti-MPLA gangs squatting on Angola' s  borders 
have only a nuisance value and do not represent a signifi­
cant threat. 

By successfully marshalling its forces against over­
whelming odds to defeat attempts to destroy it on several 
occasions , the MPLA leadership has established itself as 
the cornerstone of the frontline African states,  and by 

doing so has changed entirely the geometry of the 
southern African situation. None of Henry Kissinger's or 
Zbigniew Brzezinski 's  schemes to break Angola have 
succeeded, and consequently the other frontline states 
have remained firm . 

The inabil ity of South Africa ' s  traditional ally, the 
U . S . ,  to subvert the frontline states and therefore 
guarantee the continued existence of South Africa as it is  
presently constituted, combined with the pledges of 
m ilitary aid to the frontline states from socialist and 
African countries , has changed the strategic picture 
completely for South Africa.  If  S outh Africa wants to 
avoid a suicidal war and develop economically, it will  
have to reorient towards non-Wall Street forces in 
Europe and the Soviet Union. It is  precisely to prevent 
this from happening that the same forces ultimately 
behind the Alves coup attempt in Angola, the Rocke­
fellers , are now inciting race riots in S outh Africa. 

The continued existence of Angola will  serve as the 
basis for liberating the rest of Africa.  E ver since inde­
pendence in the 1 960s the CIA has used counter insurgent 
s ynthetic ideologies to keep African countries con­
trollable.  These ideologies of " negritude" and "African 
socialis m , "  variations of which were used by Alves as 
well ,  are now being attacked openly by the Angolan 
leadership . and they have prom ised to carry this issue to 
the Organization of African Unity as a whole (see box 
page 4) . 

-Douglas DeGroot 

OAU Recog n izes Patr iot i c  Fro n t  

The Organization of African Unity sum mit meeting in 
Libreville,  Gabon on July 4 gave exclusive recognition to 
the Patriotic Front liberation m ovement which is con­
ducting the guerrilla war against the white minority 
regime of Ian Smith in Rhodesia.  The pro-socialist 
Patriotic Front already has the exclusive backing of the 
five " frontline" states bordering or near Rhodesia .  

The OAU 's  action is a serious defeat for the coun­
terinsurgency campaign - politely referred to as a 
"peace initiative" - be'

ing conducted on behalf of the 
Carter Administration by British Foreign Secretary 
David Owen, since it removes from consideration the 
State Department-allied Rhodesian nationalists Bishop 
Abel Muzorewa and the Reverend Mr. Ndabaningi 
Sithole. The removal of Muzorewa and S ithole precludes 
any attempt to rerun the Angolan civil war scenario 
where U . S .  arms ,  funding, and m ercenaries were 
conduited to the CIA's liberation groups the FNLA 
(National Front for the Liberation of Angola) and UNIT A 
(National Union for the Total Independence of Angola) in 
an effort to prevent the Popular Movement for the 
Liberation of Angola (MPLA) from becoming the 
government. 

The Patriotic Front has already rej ected two out of 
three of Dr. Owen's  melodramatically introduced "final 
proposals" for a peaceful transition to majority rule in 
Rhodesia, including his proposa l  for a British Com­
monwealth military force to m a intain law and order 
during . the transition . A Patriotic Front spokesman 

recently noted that the precedent of the United Nations 
peacekeeping force in the Congo in the 1 960s - which 
resulted in the death of the Prim e  Minister, Patrice 
Lumumba, and ultimately the installation of Rockefeller 
puppet ' Mobutu Sese Seko - was a " bad experience" 
which his organization did not wish to see repeated . 

Zam bian President Kenneth Kaunda, who introduced 
and organized for the resolution to recognize the Front, 
also replied to Dr. Owen's constant requests to "tone 
down" the guerrilla war for the sake of his plan in a 
comment after the resolution was passed . " We will not 
stand in the way of the Anglo-Am erican initiative . "  said 
Kaunda. om itting any hint of endorsem ent, "provided 
they do not stand in the way of our own strong support for 
the armed struggle in Zimbabwe ( Rhodesia ) . "  

The endorsement i s  also a serious b low to Ian Smith' s  
position . S m ith is now beset by a rapidly collapsing 
economy, a rapidly deteriorating m ilitary situation, and 
a rapid ly disintegrating. political base . One of his former 
Ministers , Wickus de Kock, has resigned from 
Parliament and is packing to leave the country. Smith' s  
chances o f  getting a n y  credible outside support for a 
separate settlement with Muzorewa and S ithole have 
been dim inished by the OAU ' s  action, a lthough he may 
sti l l  try. He is left now with the choice of capitulating, or 
provoking such a bloodbath that, he hopes,  the West or 
South Africa will have to step in .  

OA U Resolution 
The resolution passed . by the OAU expresses 
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satisfaction with the way the Patriotic Front is pursuing 
the armed struggle, urges Rhodesian nationalists to 
work in the Front, and asks OAU members not to support 
anyone outside that organization. A standing invitation to 
Muzorewa and Sithole to j oin the Front has been left 
open, further discrediting any support they may receive 
if they don't  accept it. "We have cleared the decks for 
full-scale warfare, "  said one OAU delegate, reflecting 
the prevalent view that the Anglo-American initiative is 
not a serious effort. "We are united in seeking a military 
solution in Zimbabwe . "  

Until the passage of the resolution on the Patriotic 
Front, the Organization' s  meeting was widely reported 
as an ineffectual and inconsequential gathering , which 
the anti-Soviet "moderate" states dominated. The 
resolution itself was widely m isreported in the British 
and American press as "ambiguously worded, "  merely 
because it offered Muzorewa and S ithole a chance to 
redeem themselves, ignoring the fact that this openness 
was the basis for founding the Front last year during the 
Geneva conference on Rhodesia.  

In the early stages of the conference, the New York 
Times reported that the " more radical countries have 
determined that they have been outmaneuvered and are 
outnumbered by the moderates ,  and, rather than face a 
showdown , have decided to send delegations headed by 
men of ministerial rank . . .  " rather than heads of state . 
Wide coverage was also given to the anti-Soviet ravings 
of Sudanese President Jaafer al-Nimery, who denounced 
the Soviet Union's "new socialist imperialism" in Africa.  
" Let us stand in solidarity against this new invasion 
aimed at impeding our march forward, "  he said, 
denouncing, among other things,  Moscow 's attacks on 
CIA agent Santiago Carrillo of the Spanish Communist 
Party and recent shipments of Soviet arms to Ethiopia 
that enable that country to fight several secessionist 
movements receiving sanctuary and considerable aid 
from Nimeiry himself. 

In Rhodesia, the chairman of Prime Minister Smith's  
ruling Rhodesia Front party, Desmond Frost, resigne� 
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over the weekend of July 2-3, to j oin 12 other dissident 
right wing members of the party who see Smith as " soft 
on terrorism . "  The resignations ,  according to British 
press reports,  are merely the visible manifestation of the 
disintegration of the Rhodesia Front, which has ruled the 
country since its i l legal declaration of independence in 
1965 .  The dissidents ' newly-formed "Rhodesian Action 
Party" is demanding an all-out war on the "terrorists , "  
and the repression o f  related civilian political parties 
inside Rhodesia. The British conservative Daily 
Telegraph June 6 also reported on a " new breed of in­
creasingly vociferous military commanders " including 
Chief of Staff Peter Walls and Army Commander John 
Hickman. "Growing dissatisfaction with Ian Smith's 
leadership among Rhodesia's  hardliners , "  the Christian 
Science Monitor reported on the same day, " could lead to 
the collapse of Mr. Smith' s  government and

' 
its 

replacement by a military government, some analysts ;in 
southern Africa say . "  The article notes the support the 
Action Party has among the military. 

Under pressure from the right, Smith may now be 
considering engineering his own demise, to be replaced 
by a blacldace puppet government held up by the army. 
Both S m ith and Sithole have denounced the OAU 's en­
dorsement of the Patriotic Front, and Smith announced 
July 6 that he was prepared to let S ithole reenter the 
country, indicating his willingness to negotiate with him . 
"One of the things in favor of S ithole is he is publicly 
condemning the Patriotic Front and also publicly con­
demning the ' front line' presidents because of their 
association with the Patriotic Front. " The leader of the 
African National Council in Rhodesia which is associated 
with one branch of the Patriotic Front, charged on the 
same day that Rhodesian police have arrested more than 
200 of his officials and supporters recently, and further 
charged that Muzorewa, S ithole and Senator Chief 
Chirau, one of the black members S m ith appointed to the 
Rhodesian Parliament, were meeting secretly with 
Smith to set up their version of black majority rule . 

- Peter Buck 
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Carter Tries To Woo Peking 

Into Anti-Soviet Alliance 

The barbarian President of the United States Jimmy 
Carter will  send his envoy next m onth to the court of the 
Middle Kingdom in Peking and supplicate him self before 
the court in pursuit of an alliance with that heavenly 
body. That no doubt is how the Chinese are coming to 
view the now open efforts of the Carter Adm inistration to 
"normalize relations " with Peking,  abandoning helter­
skelter all remaining U . S .  relations and com mitments to 
the Nationalist Chinese regime on Taiwan a long the way. 

A speech delivered June 29 by U . S .  Secretary of State 
Cyrus Vance in New York before John D. Rockefeller 
I l l ' s  Asia Society announced the new Carter China 
policy. Vance, the envoy who wil l  visit  Peking August 22 ,  
declared that U . S .  t ies  to  China are " a  central part of  our 
foreign policy, " he added, " Our policy toward China will  
continue to be guided by the principles of the Shanghai 
Com munique, and on that basis we shall seek to move to­
ward full  normalization of relation s .  We acknowledge the 
view expressed in the Shanghai Communique that there 
is but one China . We also place importance on the peace­
ful settlement on the Taiwan question by the Chinese 
themselves . " 

The next day Carter himself reiterated the intention to 
dump Taiwan at his press conference .  As a precedent he 
cited other nations who recognized Peking and maintain 
trade and other ties with Taiwan, like Japan - this of 
course conveniently ignoring the issue of U . S .  military 
security ties with Taiwan that no other nation has . 

O pe n i n g  U p  T h e  

Seco n d  F ro n t  

The rapid reversal of the Carter Adm inistration' s  pre­
viously cautious stance on this  question is a direct 
product of its continuing foreign policy debacle in U . S .  
relations with the Soviet Union.  The Soviets having 
called Carter's bluff on the attempt to force them into 
making major strategic concessions , Carter and his 
everpresent "advisor Zbigniew Brzezinski are opting for 
the even more provocative anti-Soviet policy of an 
alliance with Peking. The attempt,  itself a rehash of Dr.  
Kissinger's old "Grand Alliance" strategy, is to create a 
de facto military axis in East Asia ,  including Japan -
forming a much-vaunted " S econd F ront" (in addition to 
NATO) against the Soviets . 

. 

The war-provocation content of the Carter China policy 
is right out in the open . Last week The Ne w York Tim es 
reported on a secret Presidential Policy Review Memor­
andum,  prepared as part of the discussion on China and 
Vance's upcoming visit, which debates the question of 
selling arms and military-related technology to China . 

As the Tim es and other j ournals have reported, debate is  
ongoing within the Administration on this issue,  with 
S tart Department (and likely Pentagon) professionals 
opposing such a move because it would inalterably 
damage any hope for detente with the S oviet Union. On 
the other side are a ragtag bunch of National Security 
Counc il ,  CIA,  Rand Corporation and other analysts who 
are pushing all out for such arms transfers , either direct­
ly or through Europe and Japan . It is known that James 
Schlesinger, who last year made a pi lgrimage to China 
and fel l  in love with the Chinese Peoples Liberation 
Army, is in agreement with Zbigniew on this insane 
policy.  

The idea of a military alliance with Peking is not new. 
Arms transfers have previously taken place under 
French, British and other auspices and, under Kissinger 
approval ,  the U . S .  sale of technology such as computers 
which have military-related uses took place. Meanwhile 
a cabal of Rand Corporation specialists in Santa Monica, 
California has been pushing thi s . insanity with great 
enthus ias m .  It includes Michael Pil lsbury, who more 
than a year ago floated this idea in the Brzezinski-run 
Foreign Policy and R ichard Soloman, Kissinger' s China 
specialist on the National S ecurity Council  and sti l l  NSC 
advisor. 

T h e  Soviet  R e s p o n s e  

The " Second Front" should rank with the Maginot Line 
and the cruise missile as m ilitary, political and strategic 
disasters . The Soviet Union has made it completely clear 
during the past two months that any attempt to put such I a m i l itary alliance with Peking together will  be viewed in 
Moscow as a serious threat carrying the most dire conse­
quences . On munerous occasions the USSR has also 
warned that those considering this option are being taken 
for a ride by the Chinese. 

The Chinese government ' s  intention, as it has made 
perfectly clear to all "barbarians , "  is  to provoke a world 
war, destroying both the Soviet Union and the U . S . ,  and 
leaving China and its many hundred mil lions relatively 
intact. The Soviet Union has pointed this out and asked 
whether those who supply arms to Peking, as Japan is 
considering doing, are sure those arms might not ulti­
m ately be used against the suppliers . While Vance de­
c lares that "China's  role in maintaining world peace is 
vita l , "  one can only wonder about what passes for sanity 
in the White House and its environs .  

Even if the Chinese were wil ling to  participate in  an ac­
tual military front against theUS S R ,  only the "cruising" 
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Whiz Kids of the Carter looney bin could view the Chinese 
m ilitary, even with more advanced technology from the 
U . S . ,  as a credible threat to the S oviet Union forcing sig­
nificant shifts in its m ilitary posture and deployment of 
forces . While James S chlesinger m a y  be impressed with 
the "human waves " of the Peoples Liberation Army, 
there is no evidence the S oviets are.  The only result of the 
Carter policy is to provoke the S oviet Union to hit the 
United Sta tes, out of its recognition that the U . S .  is ruled 
by a bunch of maniacs who outstrip the Peking variety in 
their commitment to world conflagration . 

Ch i na P l ays I t  Tou g h  W i t h  Carter  

So far the Chinese response to Carter has been to 
strengthen their hard line on the Taiwan issue. A current 
visitor to China, retired Adm iral E l m o  Zumwalt, another 
fan of the Chinese military, got this message in person 
from Chinese Vice-Premier Li  Hsien-nien. Li told Zum­
walt that the Chinese consider " their business" the ques­
tion of how the Taiwan issue is  settled, peacefully or 
forcefully. China would not accept any "preconditions" 
such as a guarantee of peaceful settlement,  Zumwalt was 
told . His attempts to get the Chinese to soften this 
position, a concession the Carterites need to blunt U . S .  
opposition t o  the abandonm ent of  Taiwan, were all re­
buffed. 

Li set out three conditions for normalization of re­
lations : ( 1 )  severance of U . S .  diplomatic ties to Taiwan, 
(2) removal of all  U . S .  mi l itary instal lations and troops 
from Taiwan, and (3) abrogation of the security and mu­
tual defense treaty now existing between the U . S .  and 
Taiwan. 

There are reports that some of L i ' s  conditions are al­
ready being met. The South Korean news agency Hap­
dong, in a dispatch from Tapei last week c iting sources 
there, reports that the U . S .  has already moved to dis­
solve its mil itary com mand i n  Taiwan and its Military 
Advisory Group , and will shortly withdraw all supply de­
pots . U . S .  troop presence has already been drawn down 
to around 1 , 500 men, and these are s lated to go soon . 

Peking has been repeating its " no conditions" line for 
months now - especially on every occasion of contact 
with U . S .  officials and political leaders . What now seems 
clear is  that Carter and his advisors are ready to " go a 
long way , "  in the words of one China expert c lose to the 
Administration, to met those demands.  Leonard Wood­
cock, Carter's  Ambassador to China,  is  about to depart 
for Peking and met July 7 with Carter, Vance and Brze­
zinski . Presumably his instructions on preparing for 
Vance's  visit were gone over in detai l .  

Th e K o rea P o l i c y  

The com mitment to the creation o f  a " S econd Front" 
in East Asia is also the explanation for Administration 
policy toward Korea . The controversial  policy of with­
drawal of U . S .  ground combat troops from South Korea 
can only be understood in this context. That policy has 
two interrelated objectives : First,  it is  the key to a "rede­
ployment" of U . S .  troops from that theater to the NATO 
front and their replacement with a revamped and re­
armed Japan tied into a NATO-type structure 
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with the U . S .  and in alliance with China. This com­
poses the much-talked-about " Peking-Tokyo-Washington 
axis . "  Second , to clear the way for a U . S .  deal with China 
on the Korean dispute in which China ' s  position on the 
peninsula would be reinforced in order to keep Soviet in­
fluence out. The second aspect of the policy is what has 
made the government of South Korean President Pak 
Chung-hee an increasingly disposable "ally" for Carter. 

The basis of Carter' s  Korea policy is  made evident by 
several recent developments . In his Asia Society speech, 
Vance endorsed for the first time as policy the old Kis­
singer formula on Korea of a " four-power" agreement 
involving the two Koreas,  China and the U . S .  to replace 
the existing outdated armistice agreement reached at 
the end of the Korean War. From its inception under 
Kissinger, this formula was created to oppose an alter­
natively proposed "six-power" agreement in which the 
other two major powers concerned,  the Soviet Union and 
Japan, would be involved from the start in guaranteeing 
a peaceful settlement and neutralization of the Korean 
dispute. 

The aim of Kissinger and Vance is  in the words of one 
E ast Asia expert, "to contain the Soviet Union . "  Just as 
Kissinger 's  Mideast diplomacy b locked a Geneva peace 
conference,  the Soviets are to be kept out, while the U . S . ,  
with its buddy China , puts the region into place along 
" S econd Front" lines. 

Paralleling the Vance policy statement are covert 
moves by Carter to open up ties with North Korea. While 
the Administration consistently denies that contacts with 
North Korea have taken place, there is  p lenty of evidence 
to the contrary. One well-informed source reported the 
existence of direct com munication between Jimmy Car­
ter and Kim II Sung, North Korea ' s  undisputed leader, in 
which Carter opened up the prospect of better relations 
- none in fact exist - and avowed his good faith in with­
drawing U . S .  troops .  In another case,  widely reported in 
the Korean press, Assistant Secretary of State Holbrook, 
in  a speech to magazine publishers and editors at the 
State Department, stated that : " The period of contain­
m ent of Chinese communism ,  the period of opposition to 
North Korean and North Vietnamese efforts to expand 
their control ,  has c learly ended . "  

This surprising, and probably unintended, admission 
of U . S .  openings toward North Korea is not unexpected. 
The South Koreans have suspected such activities for 
some time.  Their reasoning, of course,  is that North 
Korea, which leans toward Peking heavily in the Sino­
S oviet dispute, will  be a party to a deal with the U . S .  
which sacrifices South Korea o n  the altar o f  the alliance 
with Peking. 

The inability of the Administration to admit the real 
rationale of their Korea policy is  one explanation for 
their otherwise pitiful attempts to provide an explanation 
for why the troops are going out. On one occasion Hol­
brook appeared "off the record" before a Stanford Re­
search Institue-sponsored symposium in Washington, 
D . C .  on " Northeast Asian Security" and was bombarded 
with tough questions from a generally hostile audience of 
Koreans , J apanese, and Americans . Holbrook, by this 
writer's  observation and that of others present, was 
totally incapable of providing a logical explanation for 
the policy, and reduced him self to saying things like : 



"They (the troops )  are no longer needed, so we're taking 
them out . "  

In this context i t  is usually s a i d  that China privately 
opposes U . S .  troop withdrawal .  This is usually cited by 
foolish U . S .  conservatives as a m munition in opposing the 
Carter policy. In fact there is no evidence that this is the 
"real" Chinese position - espec ially if the U . S .  with­
drawal is part of an expanded, though not necessarily 
totally U . S .  military front in East Asia . 

The Chinese official opposition to a Korea deal is in fact 
a product of their Taiwan position .  China will  not be 
party to a four-power type agreem ent until Taiwan is 
settled, as that would set a bad precedent of accepting a 
divided Korea in some form while the " two Chinas" issue 
was still outstanding. Evidence that this is Chinese think­
ing can be found in a recent Peking Peoples Daily editor­
ial on the anniversary of the Korean war.  In the m iddle of 
the editorial's discussion of why Korea is one country and 
should be reunified, there is a paragraph (thrown in with 
no apparent reason) on Taiwan, the need to liberate it, 
and the existence of "one China . "  

Once Taiwan is  dumped by Carter ,  the Chinese are free 
to complete the other part of the S econd Front deal re­
garding Korea. More informed experts agree that the 
Chinese definitely want the U. S .  troops out of Korea j ust 
as they continue to say publicly.  

The R ed e p l oy m e n t  A b s u rd i ty 

On this basis the redeployment of U . S .  ground troops 
from Korea makes sense as part and parcel of the Second 
Front strategy. For those who doubt this ,  we offer one 
last piece of evidence - culled from a recently released 
Congressional Budget Office (a Brookings Institute con­
duit) report on " P lanning U . S .  General Purpose Forces : 

-
Forces Related to Asia . "  In the summary of the report 
the CBD puts forward this rationale and obj ective in re­
deploym ent of U . S .  Forces from Asia to NATO : 

The most demanding contingency against which U . S .  
general purpose forces,  along with allied capabil­
ities,  are tested is  a worldwide conventional war 
(sic) with the Soviet Union, centered in,  but not 
l im ited to, the Western E uropean-Atlantic theater .  
The p lanning for U . S .  general purpose forces calls 
for them to be capable of dealing with not only that 
" m aj or" war contingency but also with a " m inor 
contingency" elsewhere. 

The contingency of a major NATO-Warsaw Pact con­
flict has been treated in the public record in con­
siderable detail  by the E xecutive branch. In contrast 
no detailed rationale has been presented that at­
tempts to derive much of the U . S .  forward-force de­
p loym ents in East Asia and the Western Pacific from 
threats and contingencies in that area.  

That region could be a "second front" in a worldwide 
conventional conflict with the S oviet Union . Both the 
United States and the Soviet Union m ight hesitate to 
init iate hostilities in!" E ast Asia and the Western 
Pacific , but both might wish to " tie down" the 
other's forces in the region to constrain or prevent 
redeployment to the more demanding European-At­
lantic conflict. 

From this standpoint, the wizards of the CBO pose 
numerous options for " tying down" the Soviets while 
redeploying to Europe - such is  the meandering non­
sense fro m which "policy" is now being made. 

Mi l i ta ry Cou p  Overth rows Bh u tto I n  Pa kista n  

P A K I STA N 

The Pakistani military, led by army chief of staff Z iaul 
Haq, broke four months of national political and 
economic paralysis last week by removing Prime 
M inister Zulfikar Ali Bhutto ' s  governm ent from power. 
Haq carried out the bloodless coup d ' etat and placed 
Bhutto and the opposition Pakistan National Alliance 
(PNA) leaders under "protective custody" at the point 
that both sides had given up hope that a civilian com­
promise on holding new elections could result from 
continued talks between the m .  In the hours before the 
coup , some PNA leaders , with close ties to the Carter 
Administration, announced their intention to take to the 
streets,  to challenge the mil itary to restore law and order 
by shooting civilians . 

The ouster of Bhutto' s  six-year old government and the 
return of the military, classically the decis ive political 

force in Pakistan, represents a potential destabilization 
of a precarious balance of power and interests in both the 
Arab world and the Indian subcontinent. While the 
Carter Administration for months had picked up the PNA 
" human rights cause " in order to unseat Bhutto and . 
bring in a cold-war military dictatorship in Pakistan, the 
Arab state s ,  in particular Saudi Arabia,  had worked with 
both Bhutto and the PNA to keep the civilian leaders in 
power.  This effo"rt became hopeless last weekend 
because of constant sabotage led by Air Marshal Asghar 
Khan, making m ilitary intervention a necessity. From 
that point, the issue was how to pre vent a pro-Carter 
coup from destroying the fragile detente and develop­
m ent policies Bhutto had pursued toward neighboring 
countries . 

Information out of Pakistan has been scarce since the 
coup, but there is speculation in m any c ircles that Saudi 
Arabia may have p layed a role in bringing a moderate 
m i litary faction to power temporarily,  to preempt a 
bloodbath and a pro-U . S .  m ilitary j unta . Saudi King 
Khalid was the first foreign leader to com municate with 
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General Haq, Prensa Latina news service noted today. 
Only hours after his m ilitary takeover had imposed 

martial law, Gen. Haq addressed the nation to dispel 
speculation that this was another bloody, U . S . -directed 
Cold-War style Pakistani dictatorship . Haq described his 
j unta as an " interim government" necessary to fill the 
" vacuum created by politicians , "  but reiterated, " I  
genuinely feel that the survival o f  this  country lies in 
democracy alone . . .  I want to m ake it absolutely clear 
that neither do I have any politica l  ainbitions,  nor does 
the army want to be distracted from its profession of 
soldiering . . .  " Haq stated that the Oct.  7 national election 
date remains firm and that the winning party in elections 
supervised by the military and j udiciary would govern . 

Haq confirmed his intentions in his  first action. After 
dissolving state assemblies,  Haq appointed high court 
j udges as governors of the provinces ,  instead of using' the 
m ilitary to secure his hold on the countryside. 

Wha t L ed to the Coup ? 
The sequence of events leading to the coup itself 

reveals the sense of hopelessness the c ivilian leaders -
Bhutto and the PNA - had left in the general population. 
The economy stood shattered for four months,  and all of 
Pakistan's  sources of aid, both in  the Arab world and 
the western banking consortiu m  had tied aid to the 
return of stability. The PNA' s  main c laim to j ustify civil 
disobedience was that Bhutto' s  party, the Peoples Party, 
won a landslide victory at the March 7 elections through 
rigging the ballots. The charges were substantiated in a 
handful of cases, giving the Asghar Khan faction of the 
PNA, heavily Carter-funded , an argum ent for bringing 
Bhutto down. Confrontations between the army, which 
stood behind the constitutional government of Bhutto, 
and demonstrators brought the death toll to over 500, and 
only the intervention of the Arab states forced both sides 
to the negotiating table to resolve the cris i s .  

Last week for the first t ime in  four months of horse 
trading, agreement was reached pending only the 
signatures of both sides . E lections were set for Oct. 7 .  
But a PNA central com m ittee m eeting then aborted the 
agreement. Asghar Khan' s  charges that his party 
negotiators had sold out to Bhutto, his refusal to endorse 
the agreement, resulted in the breakdown. Violent 
clashes broke out in Lahore, setting up a situation 
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nationally where the military' s  continuing to back Bhutto 
would have meant ruthlessly shooting demonstrators 
down. 

Many unresolved issues face Haq and the military . 
Freedom of the press has been nominally restored, but 
national martial law prevails .  F undamental rights and 
portions of the constitution remain suspended, but 
scheduled election campaigns wil l  necessitate restoring 
the m .  The biggest issue is which way Pakistan's  foreign 
policy will swing : whether Haq will toe a pro-U. S .  line 
and back down under Carter Administration pressure on 
Pakistan' s  commitment to nuclear technology (from 
France) .  This would change the development goals laid 
out by Bhutto. 

The downfall of Bhutto has been the cause of much 
satisfaction in the U . S .  State Department and at the New 
York Times - the two most vehement critics and 
saboteurs of Pakistani policies.  Repeatedly, the State 
Department in the last few months has tried un­
comfortably to deny Bhutto' s  charges that the Carter 
Administration has been actively engaged in un­
dermining his government. Now it is uncomfortably 
si lent in an effort to dispel speculation that it may have 
had a hand in the coup and-or is trying to determine the 
direction of Gen. Haq ' s  coup through covert pressures . 

So,  while military takeover has provided at least 
temporary administrative stabi lity to Pakistan, the path 
for the country is less than c learly defined. Last April 29,  
Bhutto, as Prime Minister, charged that a section of the 
PNA was receiving CIA monies for its election campaign 
disruptions .  There is no reason now for a Carter Ad­
ministration to change policies . 

Bhutto' s  own prospects for the election must be seen as 
an uphill task, fighting both the PNA's  CIA-monied in­
terests and defining a new economic program to pull the 
country out of economic chaos .  Many experienced ob­
servers feel that a failure on the problem of economic 
policy definition, even in the campaigns , will  ultimately 
determine whether Pakistan will or will not return to its 
1 950s role as the cockpit for international intrigue in the 
region . The greatest of worries in  Pakistani circles now 
is that the Pandora 's  box of m ilitary coups is opened and 
the stability and authority of Gen.  Ziaul Haq's  ap­
parently benign martial law can.be threatened easily. 



.... II.IIII� LA TIN AMERICA 

Mex ico : Anato m y Of A 'Student  Cris is' 

M E X I CO 

The nightmare of " 1 968" is returning to Mexico. On 
June 20 a union of workers and faculty at the National 
University ( UNAM) went on strike and occupied the 
university buildings . The country 's  most reactionary 
forces threw millions of dollars into a high-powered 
propaganda campaign and special TV classroom 
programming in support of the right wing rector 
Soberon . After more than two weeks of increasing ten­
sions, the strikers drew 1 00 ,000 supporters to an evening 
rally July 6 ;  at dawn the next morning President Jose 
Lopez Portillo ordered unarmed police units to take over 
the campus. Support strikes are now being organized 
throughout the country. 

Such was the pattern in 1968 , when a summer-long 
series of provoked student marches and strikes 
culm inated in the infamous " Tlatelolco" massacre on 
the eve of the Mexican Olympic Games .  Sev.eral hundred 
students were killed and the right wing launched 
repressive actions nation-wide . The current situation has 
not yet reached a "Tlatelolco" but is  firm ly locked on 
such a confrontation course unless the government takes 
extraordinary action to defuse the cris i s .  Sources high in 
the reactionary Monterrey Group of businessmen are re­
ported to have warned the President that he must m ove 
to smash the strike or there wil l  be " loss of confidence" 
in his government - a m essage tantam ount to a coup 
threat. 

How has this happened? It  has nothing to do with 
" independent" student and right-wing forces which 
m ysteriously c lash. The progressive wing of the 
governm ent and many outside observers know that the 
" student crises" in Mexico, as in many other countries, 
are fabricated events designed to turn the country to a 
repressive course and destroy those forces committed to 
national development. 

This was case in 1 9 6 8 .  when the Monterrey Group 
helped finance the "ultra left" provocateurs in the ranks 
of the students and insured that " left-right" polarization 
destroyed any ground for compromise .  

It is  the case today. As detailed below,  there is no in­
dependent "student" movement ; there is  only a history 
of contrived confrontation run on the right by Monterrey 
and terrorist networks connected to Interpol' s  Black 
International ; on the " left , "  by operatives of the 
Washington-based Institute for Policy Studies and 
related terrorist and "Eurocom munist" networks . 

In the m iddle are thousands of duped students who are 
simply cannon fodder for the agents '  provocations . 

The key element of the modus operandi is to raise 
spurious "university" issues which deflect and sabotage 
serious debate over national and international policy.  
The real issues which must be discussed center on how 
Mexico can shake off the IMF restrictions and reassert 
the progressive development policies of former president 
Echeverria , now Mexican ambassador to UNESCO. The 
Lopez government has on several occasions indicated a 
com m itm ent to continue Echeverria 's  basic orien­
tations . Lopez has recently blasted both President 
Carter' s  " illegals" program (see box on page 2) and the 

EcheverrIa :  Wor ld Needs Sc i entific Revo l ution 
The follo wing are excerpts from the frontal a ttack 
on Carter's Third World policy delivered June 28 by 

form er Mexican presiden t L uis Echeverria a t  
UNESCO headauarters in Paris. 

I would say , looking at those supposedly scientific 
documents and studies which predict the end of 
non-renewable resources, that they are nothing but 
a false ideology . .  .in the service of those self-same 
· interests which have based their wealth on the 
looting and waste of the earth ' s  resources.  Today,  
those interests would l ike to establish a supra­
scientific monopoly over all of the new sources of 
energy, and over all of the new alternatives which 
sc ience will  provide . . .  

I f  new forms of energy, i f  new human resources 
once again become the wealth of a minority of 
peoples , the 21st century wil l  inevitably be the 
arena of a possible atomic holocaust.  

The solution to the problem does not l ie ,  as in­
fantile radicalism would have it, in the utopia of a 
statistically eoual division of the world' s  wealth . 
The true answer is the . rational use of material 
resources ,  human resource s ,  and scientific 
knowledge as the o ualitative and revolutionary 
instruments of change . . .  

I t  i s  useless to think, i n  desperation, of 
sterilization of populations .  We must think in 
human,  scientific and rational terms ,  of a 
oualitative transformation of people 's  l ives which 
wil l  get at the very roots of populations growth. 
Those roots are noth ing other than un­
derdevelopment. . .  

I would ask here, for a scientific revolution which 
would call together workers who have organized 
their intelligence in the service of the world's  
populations and not of  an irrational system 
wielded against the : very essence of scientific 
reason . 
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IMF's $3 bil lion borrowing cei l ing for Mexican 
development proj ects , which Lopez branded a " lock" on 
the country's progress in a J une 30 press conference .  

The Friedmanites in Mexico 's  rightwing and their 
international monetarist patrons know they face a 
s ingular problem in Mexico : a working c lass and 
peasantry capable of being mobilized around the prin­
ciples of the Mexican Revolution. The "student 
scenario" is their only weapon powerful enough to 
sabotage this mass-based resistance to Chileanization. 

The government has c learly and correctly perceived 
that the student scenario can be defeated only by in­
j ecting real politics onto the cam p u s .  With this in mind, 
the government of Lopez Portillo moved forthrightly in 
early April to launch a major program of "political 
reform . "  The government 's  proposals were designed to 
pull c urrently unregistered left parties into debate on 
national policy and create the basis for mass 
mobilization in defense of national development goals . In 
May the government, through the governing PRI party, 
explicitly proposed that all  political  parties be given free 
rein to organize in the universities ,  to break up the hot­
house atmosphere of " campus politics "  and integrate the 
university into national developm ent tasks.  

If  the progressives in the governm ents are now to save 
the situation, they must move ruthlessly to enforce this 
perspective . They must j ail the agents on the " left" and 
the right, and proceed immediately to take on the fight 
against the IMF with the same deadly seriousness as 
Monterrey and its agents have promoted their criminal 
"student" scenario . 

" 

E I  Nac iona l : To Know The Trap 

Is To Beg i n  Tak i ng I t  Apart 

The government-linked daily E l  Nacional published 
the following front-page editorial July 1, expanding 
on President Lopez Portillo 's June 30 a ttack on the 
Interna tional Monetary Fund. . 

The inflexibility of the financial policy of the 
developed countries is explained by the fact that 
they look to the recovery of their money more than to 
the role of their money in world development. 
Mexico has posed this problem in various in­
ternational meetings , as one of the m any probl�ms 
which originate with the survival of the mental and 
adm inistrative structures which do not correspond 
to the demands of our times.  The logic of the 
situation dictates urgent modifications ; it's art 
absurd thing - with dramatic conseo uences - that 
the countries which have to pay are deprived of the 
necessary elements to generate the wealth to meet 
their paym ents . But when the trap is known and one 
has studied how it works,  the possibility of 
destroying it is at hand. 

Port i l l o : I l l ega ls  An Econom ic ,  Not A Po l ice Prob lem 
The following are excerpts from a n  intervie w 

with Mexican President Jose Lopez Portillo, 
published in the July 4 edition of U . S .  News and 
World Report, in which the Mexican President 
strongly assails the Carter A dministra tion 's policy 
on Mexican illegals - a policy based on police 
ra ther than economic m easures. 

Q :  Mr. President, why are so many Mexicans 
fleeing your country and il legally entering the 
United States? 
A:  They aren't fleeing : they are looking for jobs . 
They seek work outside of Mexico because they 
can't  find decent jobs here. 

Q: Is  your governm ent trying to slow this  down? 
A: We have told American officials  that illegal 
m igration is related directly to our country ' s  
economic situation. We have pointed o u t  t o  them 
that illegal migration to the U : S .  wil l  end when we 
solve Mexico 's  economic problem s ,  when we create 
enough jobs here at home . . .  

Mexico suffers from a major negative balance of 
trade with the U . S .  But if American would but more 
from us than it does now - and we do have a lot 
more to sell - that would create jobs in Mexico . 
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Then my people wouldn't  have to cross the border 
to seek jobs in the United States .  

Q :  What about Mexico's  A r m y  and police? Are 
they trying to stop illegal em igration? 
A: Forget about police measures .  They do not help 
- and never will help . These people aren't · 
crimina ls .  They are ordinary people looking for 
jobs . . .  

Q :  Why don 't  you close the border? 
A: I don't  believe I can or should close it. That 
would be no solution . . .  

Our two countries have a m utual economic 
relationship that reouires people to move from one 
side of the border to the other. The fact that part of 
this movement is not properly documented does not 
m ean that we should end the healthy relationship . 
Closing the border would only cause harm . . .  

Q :  Would punishing American employers who hire 
illegal workers discourage Mexicans from entering 
the U . S . ?  
A :  Possibly,  but w e  are dealing with an economic , 
not a police ,  problem . As long as there are jobs for 
workers in the U . S .  people will  be attracted there , 
and employers will accept the risk of hiring 
illegals . . .  



Reru n Of 168 : The Cast Of Cha racters 

Th e ' R i g h t ' W i n g 
Guillermo Soberon Acevedo : R ingleader of the right­

wing forces, Sober6n became head of the National 
University in the aftermath of the 1 9 7 3  fall  of progressive 
UNAM rector Pablo Gonzalez Casanova . 

Valentin Molina Pineiro, M . D . : A British-trained 
doctor, Pineiro is a top-level secretary for Sober6n, a 
post carved out for him in 1972 .  He is known to have 
organized right-wing activist networks at UNAM and is 
personally linked with the fascist Catholic sect known as 
Opus Dei. 

German Cabrera Ponton : Professor of Commerce and 
Administration at UNAM, and one of Sober6n 's  most 
trusted associates . Known supporter of Chile 's  fascist 
dictator Augusto Pinochet, he is the founder of the ex­
treme right-wing paramilitary group known as Movim­
iento Univers itario D e  R enovadora Orientac i6n 
(MURO ) ,  predecessor of the eaually fascist Guardia 
Unificadora Iberoamericana (GUIA ) . Both groups arose 
out of fanatic right-wing Catholic groups and have ties to 
Monterrey. 

The ' Left' W i n g 
S T UNA M :  U n i o n  o f  U N A M  W o r k e r s . T h i s  

organization, a fusion of the Univers ity Workers Union 
(STE UNAM) and the Union of the Academic Personel of 
UNAM (SPA UNAM) , is  preponderantly controlled by the 
"Eurocom munist" agent faction of the Mexican Commu­
nist Party through its control of the former STE UNAM 

leadership .  E varisto Perez Arreola is  the top leader of 
the PCM faction in the STUNAM leadership ; Eleizer 
Morales heads up a more moderate wing tracing back to 
the old SPAUNAM . 

Ra ul Olm edo : Director of the Higher Studies Division 
of UNAM' s  School of Political S ciences.  Olmedo func­
tions as the radiating center, linked to the U . S . -based 
" left" think-tank , the Institute for Policy Studies, of 
terrorist and drug-running operations under a " left in­
tellectual"  cover. He has considerable influence on a 
variety of left groupings , including the PCM.  

Frente Popular Revolucionario (FPRJ :  The Popular 
Revolutionary Front - a leading " J acobin"  element in the 
UNAM confl ict - has been identified by the terrorist 
23rd of September League as its " mass organization . "  
The League i s  widely acknowledged t o  b e  a n  arm of U . S .  
intelligence services,  and has taken responsability for 
scores of murders and kidnappings over the past five 
years . The FPR was created from the remnants of the 
Popular Independent Front ( F P I )  , an anarchist populist 
grouping based in the slums around greater Mexico City 
and heavily l inked to the 23rd League. The FPI, in turn, 
was created by the CIA through the ultra-left group in­
volved in the now defunct Mexican pro-terror magazine 
Por Que, which played a major role in the 1968 distur­
bances.  

The Mexican Comm unist Party (PCM) : A "Eurocom­
munist" , pro-terrorist wing led by Central Comm ittee 
mem ber Valentin Campa is presently hegemonic in the 
Party. THE PCM's predom inant control over the 
STUNAM is self-acknowledged, as is its wi llingness to 
use the university strike to derail the government' s 
Political Refor m .  

The P l ot Aga i nst The Lopez Port i l l o Govern m ent : 

A Ch ro n o l ogy 
August 24 ,  1976 : UNAM Rector S ober6n suddenly 

proposes a major change in labor legislation which 
dates back to the 1 9 1 7  Constitution.  Labelled by media 
as the "Sober6n Law , "  it calls for amending existing 
labor legis lation to include a third category - Section 
C - under which university labor organizing would be 
restricted and university workers isolated from 
workers in the public and private sectors . As in­
tended, the proposal touches off a national outcry, 
with left and rightwing spokesmen debating the issue 
through the mass media . One m onth later, Interior 
Minister Mario Moya Palencia,  top representative of 
the right in the Echeverria cabinet and known for ties 
to both left and right-wing terrorists,  gives his support 
to the "Sober6n Law . "  He also calls for abridging the 
concept of "university autonomy, " the doctrine which 
puts the university off-limits to police, army or direct 

government interference .  
No v. 1 :  President Echeverria 's  government forces an 

eleventh hour settlement with the STE UNAM over 
salary increases.  Sober6n had previously made in­
transigent statements on the strike, coinciding with a 
national right-wing campaign of economic warfare 
and rumor-mongering against Echev,erria . 

Dec. J.: Jose L6pez Portillo is inaugurated as President 
of Mexico.  

Jan. 8,  1977:  Right-wing goon sauads take over the 
University of the state of Oaxaca, previously con­
trolled by Mexican Communist Party ultraleftists . 
The violent incident gives the PCM the pretext to call 
a nation-wide mobilization of universities to protest 
the fascist move . Throughout January and February 
the PCM continues violent c lashes with fascist 
paramilitary groups ,  actions which give momentum 
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to right-wing demands for the resignation of all 
progressive members of the Government, supposedly 
sponsoring a "Communist plot . "  The new Interior 
Minister, J esus Reyes Heroles , makes efforts the 
pacify both sides of the conflict .  The Government 
ousts the fascist governor of the state March 23 and 
imposes a settlement on the University, after more 
than 30 deaths. 

Jan .  31 : The escalating provocations of the PCM give 
right-wing labor leader tied to the CIA,  Fidel 
Velaz�uez, a pretext to "predict" that Lapez Por­
tillo's government is  going to be faced with a 
"problem . of the magnitude" of 1968 .  Right-wing 
spokesmen immediately back Velas�uez's warnings . 

Feb 6: The SPA UNAM, not legally recognized as a 
union and without a contract,  merges with the 
STE UNAM, which does hold a legal contract. The 
resulting hybrid STUNAM falls between existing 
labor law. Soberan refuses to recognize the new union, 
demanding instead his " S ection C . "  STUNAM post­
pones two strike deadlines , one in early February and 
the other in late March. before deferring strike action 
to June 20 . 

March : Right-wing goons and P C M  counterparts try to 
expand the bloody conflict of Oaxaca to the univer­
sities of the states of Zacatecas and G uerrero . Interior 
Minister Reyes Heroles moves in to force solutions to 
the staged scenarios. 

• April 2: Reyes Heroles announces the government's  
program of "Political Reform . "  

Mid-May: I n  response to the extension of the Political 
Reform proposal to the universities ,  Rector Soberan 
warns that such " intervention" is "harmful" while 
Raul Olmedo revealingly laments that the in­
volvement of parties other than left and right sectlets 
will put an end to the " c lass struggle" on campus.  

June 20: UNAM is paralyzed by the STUNAM strike. 
Soberan refuses to negotiate. PCM leaders announce 
that 20 other state universities are ready to strike in 
support of STUNAM, threatening to touch off violent 
confrontations throughout the country . Soberon 
publishes a two-page paid ad in all the national 
newspapers warning that the conflict  will be " long 
and hard . "  He orders gas and electric ity to be turned 
off in university buildings,  wrecking all experiments 
underway in sc ientific laboratories .  

June 22: The government linked daily E I  Nacional 
issues an unprecedented attack against the Mexican 
Communist Party, label ing the PCM " reactionary, "  
" subversive, "  and "provocateur" for its role in the 
UNAM conflict. Spokesmen for the ruling P R I  party 
and for the Congress debunk any legal basis for the 
STUNAM strike and call  for a legis lative solution to 
the conflict.  

June 23: The PCM attempts to l ink the UNAM strike to 
wildcat construction strikes in the petroleum sector 
and other labor hotspots .  Two state universities are 
reported ready to strike in solidarity with STUNAM , 
while the number of universities the PCM threatens to 
mobilize on solidarity strikes j umps up to 35 .  Arnoldo 
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Martinez Verdugo, PCM Secretary-General tells 
reporters that the UNAM strike will test the Political 
Reform .  Right-wing spokesmen begin calling for 
m ilitary intervention to auell the strike. 

June 27: The Televisa network tied to the Monterrey 
G roup and ex-president Miguel Aleman begin 
broadcast of c lasses which Soberan has arranged off 
campus. The National Conci liation and Arbitration 
Board declares that the strike is illegal ; right-wing 
spokesmen step up demands that the government use 
"public force" to dis lodge the strikers . 

June 29: Lapez Portillo, in his first public comments on 
the strike, tells foreign newsmen that he is willing to 
settle the ST UNAM labor dispute through either 
"Section A" or "Section B , "  if the " waters become 
cal m "  - interpreted as a call for the strikers to flull 
back. He significantly does not indicate support for 
Soberan 's  Section C .  

ST U NAM support march, headed by Valentin Cam­
pa of the PCM, draws 1 0- 1 5 ,000 to a rally where spea­
kers promise "we will  make this the hottest summer 
ever . "  

The "General Staff" o f  "The Organization" (an ex­
treme right front group ) calls for the creation of a 
Mexican "Triple A" - the Interpol-connected death 
s(l uads already operating in Argentina, Italy and 
S pain - to "take justice in our own hands" in the uni­
versity strike . 

June 30 : Soberan repudiates Lapez' implicit settlement 
offer with a reaffirmation of the need for Section C .  

July 1 :  Rumors - soon proved false - circulate in  
Mexico City that the army has  been called out to 
smash the strike. 

Soberan files charges with the federal Attorney 
General 's  office against the S TUNAM leadership for 
destruction of property . He sets deadline of 1100n J uly 
:.! for strikers to return to work or  be fired . 

Perez Arreola for the ST UNAM says the union is 
" stronger than ever. " The FPR moves into higher 
profile a mong the strikers . 

July 3: Cabrera Pontan, Soberan's  organizer among 
right-wing faculty, calls for the police to lay siege to 
the campus and starve the strikers out. 

July 4: Soberan begins hiring to replace fired strikers . 
There is violence at some hiring sites. He rej ects a 
m ediation offer from the neutral University of Nuevo 
Lean , which the STUNAM has accepted. 

U nidentified assailants hold respected left eco­
nomist Alonso Aguilar at gunpoint while his personal 
papers are destroyed. 

July 6: ST UNAM support march draws 100,000 to 
downtown rally. STUNAM leaders are arrested as 
they leave the rally.  

July 7: Unarmed police units dis lodge strikers from the 
university. Soberan re-possesses the campus . .The 
governm ent makes no official statement. Perez 
Arreola declares "the strike continues . "  

July 8 :  All 3 5  state universities prepare for 24-hour 
protest strike ; Mexico City ' s  Politecnico meets to 
decide on "indefinite" support strike . 

Go 



Peru Says No To IMF 

P E R U  

Peru's  military government last week rej ected the 
"emergency" national austerity program proposed by 
Peru�ian Finance Minister Walter Piazza as the basis 
for !tecuring a $105 m illion loan from the International 
Monetary Fund (lMF ) . As a result,  Piazza was forced to 
resign July 6, leaving the negotiations with the IMF 
completely "up in the air , "  in the words of an IMF of­
ficial.  

Piazza's  national austerity program ,  including sharp 
import and government spending cutbacks ,  the 
elimination of food subsidies , and a 50 percent jump in 
gasoline prices, would have put the Peruvian economy 
through "shock treatment" in order to pay off the 
country's  $51 billion foreign debt. Despite the Peruvian 
cabinet's  history of vacillation on the austerity ouestion, 
the ruling military were not about to comm it political 
suicide. Their decis ion to j unk Piazza could put debt 
moratorium once again on the country' s  agenda for 1 9 7 7 .  

Insufficient information is available concerning the 
policies of Piazza's  replacement, G eneral Saenz Bar-

sallo.  However, as a military man who is probably close 
to Peruvian President Morales Bermudez (having 
served as advisor to the Ministry of Economy and 
Finance when it was a Morales stronghold) , Saenz is 
likely to avoid measures which would provoke popular 
upheaval .  The country has been wracked by strikes and 
riots since Piazza announced his austerity program on 
June 1 0 .  Further, as the Peruvian j ournal Caretas 
revealed two months ago, sections of the military favor 
an "anti-austerity" program of reflationary paper­
printing to keep the Peruvian economy running. General 
Saenz' appointment could reflect the winning out of the 
latter perspective. 

Meanwhile,  Peru's  major creditors - the New York­
based international banks - have frantically passed 
funds "under the table" to Peru so as to avoid default on 
at least $200 million due at the beginning of July. This 
debt roll-over is in direct contradiction to the banks' 
public stand that they would not lend a s ingle penny to 
Peru until an agreement with the IMF is reached. As one 
banker admitted, the banks were forced to back away 
from a major confrontation for fear of provoking a full-

' 

scale social "revolution. "  The banks' worries have just 
begun, however, since Peru' s  ability to win this par­
ticular skirmish with the IMF and banks will likely en­
courage other debt-laden Third World nations . 

'The IMF May Cause A Revo l ut ion ' 

The following is an intervie w with a Peruvian 
desk officer at a regional bank in the New York 
area : 

Q :  Why did the Peruvian Finance Minister Piazza 
resign? 
A: I haven't  found that out yet but any Minister of 
F inance in Peru can't stay on for too long. It 's a 
thankless job.  As long as the government won't go 
all  the way, the Finance Minister will  be caught in 
the middle ; no one can stay for too long . . .  (never­
theless) , as long as moderate generals are in power 
in Peru, you can feel safe , 

Q :  But aren't sections of the mil itary opposed to 
the IMF's conditions ? 
A :  Yes, the military is reluctant to go along with 
the IMF, and for good reason - they may cause a 
revolution ! So they keep to the middle of the road. 
They try to get the IMF to compromise .  I think the 
IMF will have to be more lenient with Peru. 

Q: What about the $200 million which Peru needed 
by July in order to avoid default? Won't  this have to 
be rescheduled by the private banks ? 
A :  Oh, they got that money.  U . S .  bank s . gave them 

a loan. It wasn 't  us . I don' t  know who it was, but a 
group of banks gave them the money. It wasn't  a 
rescheduling - well, it really was,  but it wasn't 
called a rescheduling. 

Q :  But the banks' public line was that Peru could 
get no money until it went to the IMF.  
A:  Yes ,  I know. That was our position, but  they 
gave them the money anyway without announcing 
it. 

Q :  You say, you weren't  in on it. I guess it was the 
bigger banks , like Chase, Citibank, and Morgan, 
who are in too deep . They feel they have to put in 
the money. 
A :  It was more than that. The big banks now agree 
that the IMF was not realistic ; the conditions were 
too harsh . Peru can't handle a forced depression 
without risking revolution. The banks had to sup­
port the Peruvian government. I think part of the 
reason they kept insisting on the negotiations with 
the IMF is that. for a while, the Peruvians were so 
upset, they wouldn't  even talk to the IMF . The 
banks had to keep them talking , Look. the govern­
ment is moderate, they are realistic ; they want to 
end the subsidies but they need time .  
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PRESS 

Beh ind The By.1ines : 

State Depc;J rtm e n t  Teaches Press How To L ie 

At D .C.  Confere n ce 

"They brought us 2000 m iles to tell  us they don't  know 
anything, "  reported a veteran Texas newsman and 
editor from last week's  " Broadcasters and Editors 
Conference" conducted by the U . S .  State Department. 

Held in Washington on June 28 and 29, the conference 
was billed as featuring "in-depth discussion and frank 
answers " to all foreign policy questions .  What the 
assembled pressmen got, however, was a study in yellow 
j ournalism . State Department spokesmen, many of. 
them members of Rockefeller's  Trilateral Commission 
and Council  on Foreign Relations ,  lied, m isrepresented 
facts and pulled "bait and switch" tactics throughout the 
conference . whenever cohfront�d wi�h serious policy 
questions .  

"State Department brainwashing sessions, " one 
j ournalist dubbed the meeting . 

The tone was set at the first day's  session by State 
Department Politico-Military Affairs Bureau chief 
Leslie Gelb ( late of Cyrus Vance's  Ne w York Tim es) who 
simply lied outright, giving a flat denial to the question : 
" Isn't  the U . S .  asking the Soviets to give up more than 
the U . S .  (at the SALT talks -ed. ) ? "  Gelb was backed up 
by D eputy Undersecretary of State for Security 
Assistance Joseph Nye who declared that West Germany 
is "in complete agreement" with the Carter Admin­
istration ' s  proposed ban on exports of nuclear tech­
nology. This despite the fact that most American press 
have already published numerous articles detailing the 
Schmidt governm ent's  open defiance of Carter on this 
question . 

Nye, in fact,  habitually lied through his discussion. In 
response to a question on the mass ive domestic 
resistance to the Administration' s  attempts to shut down 
fission breeder development, Nye claimed the Admin­
istration fully supports the breeder . . .  the highly inef­
ficient thorium breeder, not the Clinch R iver , breeder 
that Administration critics are demanding. 

Another speaker on this panel ,  Lucy Wilson Benson, ' 

State . D epartm ent Undersecretary for S e c urity 
Assistance, denied technical expertise . on liny matters 
and simply referred questions to Leslie Gelb. " She never 
even talks to the ' Defense Department to find out about 
these things , and yet she' s a power unto herself, " said 
one j ournalist of this appalling display. At one point, 
Benson referred, a questioner to the "Today" TV talk 
show to "find · out ,the answer ' to your question 
tomorrow . "  , . 

Another panel fl'iatured' R ichard Holbrooke, Assistant 
Secretary of State for East Asian and Pacific Affairs and 

editor of Foreign Policy magazine, to field questions on 
Administration Asian policy. At the first question on 
South Korean troop withdrawal,  however, Holbrooke 
suddenly received an " urgent phone call  from Cyrus 
Vance" and hastily exitted.  He was replaced by a 
somewhat non-plussed Mr. Oakley, formerly of the 
National Security Counci l ,  who pleaded ignorance on all  
Asian matters because ' ' ' I ' ve only been in Asia for a few 
months . . .  my area is Europe really. " 

Once science, technology and defense matters had 
been thus disposed of, Trilateral Commission member 
Richard Cooper, the State D epartment ' s  Undersecretary 
for Economic Affairs ,  took the podium . "I notice in your 
biography that you are a member of the Trilateral Com­
m ission , "  queried one m idwest reporter.  "I have read all 
their policy papers and what you say sounds just like 
the m .  Could it be that David Rockefeller, in order to bail 
out his banks , is  pushing his policies through our State 
D epartment? ' , 

" Well I wrote many of those papers when 1 was on the 
Trilateral Com mission, so wouldn't  it be strange if 1 
didn't  sound like them ? "  Cooper parried. 

His questioner continued, however, with discussion on 
that morning's  Marquis Childs colum n  advocating the 
International Monetary Fund bail-out of Rockefeller's  
banks proposed by Senator Jake Javits . While Cooper 
expressed vague " disagreement" with J avits , he went on 
to lie that the Third World debt situation was "not that 
serious . " 

, The next questioner began by asking Cooper about the 
half-dozen or so Third World countries already in default 
on their debt and solicited a response from Cooper to the 
Soviet 's  proposed "transferable-ruble" replacement for 
the IMF.  Cooper then admitted that the problems are 
" very serious " and said : " I ' m  glad you raised the con­
vertible ruble ; we would like to see the Soviets come out 
with a convertible ruble . "  

"No, I asked about the transfer-ruble, " interrupted his 
questioner. 

" Yes, .  1 think it would be great to have the convertible 
ruble , "  Cooper went on ignoring the difference between 
the Rockefeller banks' proposed convertible ruble 
scheme for linking sound S oviet c urrency to the inflated 
and sinking U . S .  dollar, versus the Soviet 's  specifically 
proposed transferable ruble plan for international trade 
and development. With this cheap trick, the panel ad­
j ourned. 

While much was left
'
unsaid in the official presentations 

of the State Department 's  Trilateral. Commission 
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speakers. an informal reception held after the second 
day's  end was more informative in many respects . In 
this setting. an aide to Richard Cooper approached the 
m idwest j ournalist who had raised an embarrassing 
question for Mr. Cooper concerning his Trilateral Com­
m ission allegiance in order to m ake one State Depart­
ment policy clear : " Let me strongly advise you to stay 
away from the U . S .  Labor Party. "  

A senior editor gave his appraisal o f  the " briefing" to 
the U . S .  Labor Party afterwards : " They were all in­
competent whiz kids. not one career diplomat among 
them .  They don't  know what they're doing. With people 
like this running the country, we're in big trouble . "  

* * * 

N etwo rk P rof i l e  
ABC's new News Director, former sports spectacular 

broadcaster Roone Arledge, seems to be trying to change 
that station's Nixonesque image w ith the addition of 
some celebrated old Kennedy hands.  Arledge has named 
former Kennedy press secretary Pierre Salinger as 
network Paris correspondent and former Kennedy aide 
Sander Vanocur to his team of network news anchormen. 

2 PRESS 

* * * 

NBC is trying to keep up with the competition. News 
from NBC headquarters has it that the network's  money­
men - Lehman Bros . bankers , Lazard Freres,  etc . - have 

. g iven the go-ahead to spend whatever necessary to "be 
competitive" - i . e . ,  bring network programming up in 
the ratings . According to NBC spokesmen, that means 
" m ore situation comedy . . .  and programs of that genre 
than (NBC) has ever offered in one season,"  and lots 
more flashy one-hour " special s . "  

* * * 

Press Com i n g s  A n d  G o i n g s :  
Following i n  the footsteps o f  his father, Thomas B .  

Reston - son of Nelson Rockefeller ' s  World War II  Office 
of War Information veteran and New York Tim es vice­
president James Reston - will  shortly be sworn in as 
Deputy Assistant Secretary of S tate for Public Affairs . 
Reston Jr. ' s  previous public affairs experience was 
gained on the Policy Planning Committee of the Carter­
Mondale campaign team.  He also served on the tran­
sition team of the New York Tim es ' favorite Ad­
ministration. The Times itself dondated a couple of its 
" best and brightest" to the Carter government early this 
year - Eileen Shanahan to HEW and Leslie Gelb to 
Department of Defense .  
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