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Fusion And The Dollar

Will Carter take Europe’s advice to solve the currency crisis?

Senior West German officials are advising the U.S.
Administration to take full advantage of last week’s
announcement from Princeton of a scientific
breakthrough towards fusion power. ‘“What is most
important to us,” a senior economics official told
NSIPS, “is the prospect for American nuclear ex-
ports, and the effect on the balance of payments and
the dollar.”

The West Germans, who will meet with Federal
Reserve Chairman G. William Miller and Treasury
Undersecretary for Monetary Affairs Anthony
Solomon in Frankfurt on the morning of Aug. 19, view
the fusion achievement as the key with which the
dollar crisis can be unlocked.

Although State Department advice to the President
leans in the same direction, Carter still appears to be
operating under Energy Secretary James
Schlesinger’s influence. Schlesinger attempted to
convince Carter at a Tuesday night National Security
Council special meeting that the fusion announcement
was a political ploy arranged by enemies of the Carter
energy program, and senior White House staff aides
suspectthat it was an ‘‘operation’’ against them.

Panic Reaction

Senator Henry Jackson’s comedy-of-errors around
the Carter energy legislation has exacerbated the
paranoid atmosphere around the White House. As of
Aug. 18, the Oval Office seemed to be leaning towards
a panic-reaction to the dollar crisis, including,
according to some reports, the imposition of
emergency fees on oil imports by executive decree, a
step the President has long avoided for political
reasons. The White House did give its assent to a sharp
rise in the discount rate from 7 and a quarter to 7 and
three-quarters percent effective Aug. 21, in a
statement the afternoon of Aug. 18. Correspondingly,
the Federal funds rate has risen from about 7 and
three-quarters to a new target rate over 8 percent.

White House susceptibility to a panic reaction
probably drew on the Wall Street Journal’s Aug. 18
lead article warning of an uncontrollable dollar
collapse impacting the U.S. ‘economy, and a worried
call for immediate spending cuts and interest rate
increases by Chase Manhattan Bank President
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Willard C. Butcher in a Dow-Jones interview released
the same day.

The insistence on a deflation program for the United
States began with the Aug. 12 editorial in the London
Financial Times, and reached a crescendo in the
British press throughout the following week; the na-
tional press in the United States began to echo this
view towards the end of the week, citing statements by
Alan Greenspan (Washington Post), Arthur Burns
(Business Week), and other notables demanding
spending cuts and interest rate increases.

If the White House goes whole hog for this approach,
there will be trouble: the London Times’ Washington
correspondent Frank Vogl reported Aug. 18 that
Blumenthal wants to impose reserve requirements on
U.S. banks’ Eurodollar operations as a means of
improving the dollar. In fact such a measure would
shut down perhaps half of all dollar intermediation
and produce a run on the U.S. currency.

Not Over the Brink
Indications at deadline were, however, that the
White House would not go over the brink on the dollar
question, for no virtue of its own. The European
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Fusion and the Dollar:
The View from Europe

From an Aug. 17 interview with a leading official of
the West German Economics Ministry:

Q: What relation does the fusion news have to the
fate of the dollar?
A: Even though I am no specialist in technologies
or fusion, what I find remarkable is the way this
fusion fight in the USA affects America’s future
nuclear export potential. Because if America starts
exploring nuclear technologies again, this will
affect the trade balance, and thereby the parity of
the dollar.

My concern is whether this all is going to find its
way into the international press in the next few
days.
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central banks have the dollar situation temporarily
under control. Key to this was Wednesday’s cabinet
meeting in Switzerland, where Swiss National Bank
chief Fritz Leutwiler and his two chief deputies,
Longuetin and Schulman, were raked over the coals
for failing to intervene in support of the dollar.
Leutwiler’s statements that he would not intervene
triggered the most recent round of dollar-bashing.
Swiss National Bank intervention, more than Carter’s
mid-week announcement of unspecified support

efforts for the dollar, accounted for the currency’s
modest recovery at the end of the week. West German
Bundesbank sources emphasize that the big dollar
holders have their nerves under control, and the line
will be held for the time being.

This gives Washington time to sort out the mess that
was reflected at the Tuesday National Security
Council meeting — and take up on useful European
advice.

—David Goldman

U.S. Breakthrough In Fusion Energy Announced

Over 100 members of the Washington press corps,
government and foreign officials, and scientists
crowded into a press conference room at the
Department of Energy’s Forrestal Building in
Washington, D.C. on Monday, Aug. 14 to hear Dr.
Marvin Gottlieb of Princeton and Dr. John Deutch of
the DOE formally announce the historic Princeton
fusion research breakthrough. The news had already
captured front page headlines throughout the country
over the weekend as a result of an end-run around
Energy Secretary Schlesinger’s office at the DOE.

What was announced in effect was that American
scientists at the Princeton University Plasma Physics
Laboratory have broken through the scientific
barriers to achieving temperatures required for
continuous thermonuclear fusion reactions. This
result, originally scheduled to be officially unveiled in
Washington on Aug. 15 and later this month in
Innsbruck, Austria, eliminates the final scientific hur-
dle to the production of a pollution-free and virtually
unlimited supply of electrical power. The news has
been followed by a groundswell from Congress, key
U.S. press, and other layers demanding a crash ‘‘Man-
hattan Project’’ style acceleration of American fusion
energy research (see ENERGY).

In July — Gottlieb began his presentation — the
Princeton Large Torus (PLT) had attained sufficient
conditions of hydrogen fuel impurity so that the main
heating source, the Oak Ridge neutral beam
apparatus, could be turned up in power. With the low
impurity level reducing the radiative energy losses
from the PLT’s hydrogen plasma, 2 megawatts of the
deuterium heating beam shot the plasma temperature
up from the previous high of 26 million degrees
Centigrade — and past the ignition temperature of 44
million degrees — to a record 60 million degrees. As
Gottlieb described this feat, ‘‘it took us seven years to
go from several million degrees to 26 million in
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December 1977, and then just six months to go another
35 million.”

Even more important, no instabilities or excessive
leakage from the plasma occurred in this high
temperature ‘‘collisionless’’ regime, in agreement
with the theoretically predicted behavior. With these
results in hand, Gottlieb noted, there was little doubt
that the larger Tokomak Fusion Test Reactor
(TFTR), now under construction, would achieve
better than energy-breakeven conditions when it
begins operation in the early 1980’s. Gottlieb further
pointed out that although there are about 100
tokomaks worldwide, the Princeton success is a
unique U.S. result.

“The question of whether fusion is feasible from a
scientific point of view has now been answered,’’ said
Dr. Steven Dean, head of magnetic confinement
systems at the DOE. “It is the first time we’ve
produced the actual conditions of a fusion reactor in a
scale-model device.”

Schlesinger knew of the Princeton results and their
extraordinary significance as early as July 31. On that
day Assistant Secretary of Energy for Technology
Robert Thorne notified Schlesinger that the Princeton
results were a unique achievement for the U.S. and un-
matched by any other nation; that they were the most
important results in the history of the U.S. program,
and that a press conference would be held at DOE
headquarters in Washington on Aug. 15.

Almost immediately, Schlesinger press secretary
James Bishop went to work to prevent a devastating
blow to the Schlesinger no-energy bill. By the evening
of Aug. 11, Bishop was telling callers that the press
conference was off. Thorne angrily replied that it was
on. A blitz of telephone calls to the press by the Fusion
Energy Foundation and active work by Dean clinched
the affair and by the weekend before the press
conference the story was appearing in banner
headlines across the country.
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