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This week's cover story features an exclusive IO-page 
interview with Dr. Carlo. Gutierrez, a spokesman for 
the new Reconstruction Government of Nicaragua, 
conducted by Executive Intelligence Review editor-in­
chief Fernando Quijano. In the interview, Dr. Gutierrez, 
just named Nicaragua's am bassador to Mexico, dis­
cusses the new government's goals, and, importantly, 
reviews the outlook for relations with the United States, 
which installed and, until its last days, supported the 
Somoza family dictatorship \'vhich the Nicaraguans 
have now overthrown. Also in our SPECIAL REPORT, 
editor Quijano's assessment of the program of the 
Reconstruction government; and, a report on the fall 
of Anastasio Somoza. Page 20 
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Chaos follows Carter's 
call for a New Dark Age 

Chaos re igns in Wash ington fo l low­
ing Pres ident Carter's back-to-back 
cal l s  for a program that would ac­
com pl i sh  the deindustr ial izat ion of 
the Un i ted States and br ing on what  
one observer ca l led a "New Dark 
Age ."  Our  coverage in  th i s  week 's 
U .S. R E PO R T  features an ana lysi s 
of  the events  by Cri ton Zoakos, wi th 
emphasis on  the Pres ident's state of 
m i nd, and reviews the dangers and 
the opportun i t ies a ri s ing from the 
present state of a ffa i rs .  I ncl uded: the 
growing role o f  the A lexander H aig 
candidacy, and the role of GOP op­
posit ion to Carter . .  Page 32 

The case against the 
Anti-Defamation League 

The B'na i  B ' ri t h ' s  A nt i-Defamat ion 
League h as long an  object of contro­
versy for its i n vo l vement  in right­
and left-wing hate groups-involve­
ment wh ich the A D L  has defended 
as an effort to combat such groups ' 
i n fluence from wi th i n .  Now, the 
A DL has been s lapped with a mul­
t im i l l ion-dol lar  l awsu i t  by the U .S .  
Labor Party, in  wh ich t he  party 
charges that  the A DL has conducted 
a systematic campaign to deprive i t  
of  i t s  pol i t ical r ights .  Th i s  week 's  
COUNTER I NT E L L I G E N C E  re­
port features a ser ies of affidavi ts by 
U S L P  i nvest igators and offic ia ls 
which a re i ncl uded i n  the su i t, and 
the informati on they conta in paints 
a disturbing picture o f  the A DL's  
acti v i t ies .  Page 41 
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Mexico won on July 1 
T h i s  week ' s, t w o - p a r t  LA T I N 
AME R I C A  report features a look at 
the  h istoric Mexican l egis lat ive elec­
t ions he ld th i s  m onth in wh ich the 
nat ion's po l i cy of  a l lowing the en­
franchisement  of more po l i t ical par­
t ies was tested at  the pol l s .  The re-

. 

su i ts w i l l  serve to strengthen the pro­
gressive government  of President 
J ose Lopez Porti l lo, wri tes our Mex­
ico Ci ty correspon dent Robin Qui­
jano. A lso: an i n terview with Ernesto 
Samper Pizano, one of Colombia's 
lead ing advocates of drug legal iza­
t ion, wh ich reveal s  Carter admin i ­
stration p lans  to lega l ize marij uana .  

Page 55 

London's policy collapse 
The turmoi l  i n  Wash ington has 
reached such an extent that  even 
some Br i t i sh spokesmen now worry 
that the Carter adm in i strat ion m ay 
wreck the  very scenario Carter's col­
lapse was designed to promote: B ri t ­
ain's p lan to resurrect Ster l ing  as a 
reserve currency . Econom ics ed i tor 
David Goldman analyzes the furor 
i n  the It:ad story i n  our ECONOM­
I CS report .  A lso: a specia l  t rade fea­
ture takes a look at the personal i t ies 
and mot ives beh i nd the proposal to 
levy a 1 5  percen t surcharge on Japa­
nese imports;  Gold rises above $300 
per ounce ;  and Europe's att i tude to­
ward the  do l lar . ' Page 7 
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Cleaning up the mess in Washington 
During the 1976 presidential cam­
paign, Lyndon H. LaRouche, Jr . 
raised the following question con­
cerning the Democratic Party's nom­
inee for the nation's highest office: 
"Is Jimmy Carter Brainwashed?" 
The lunatic game of musical cabinet 
chairs being played out in Washing­
ton over 'this past week, following 
the visibly dissociated Carter's dis­
astrous "energy" address to the na­
tion on July 15, has more than con­
firmed for millions of Americans the 
aptness of LaRouche's diagnosis . 
There is no government in Washing­
ton . 

"Carter will be out by fall," ob­
served one Washington insider who 
ought to know-he is a close adviso� 
to the unannounced Haig for Presi­
dent campaign . The two New York 
Council on Foreign Relations pre­
rigged Democratic and Republican 
nominees, Ted Kennedy and Alex­
ander Haig, have accelerated their 
drive for the 1981 Presidency. 

On July 18, Kennedy released an 
interview to the national press, in 
which he claimed that the Chappa­
quiddick Bridge incident of ten years 
ago would not hurt his chances to be 
elected President of the United 
States. Almost sim ultaneously, it 
was revealed that the Washington 
Star is about to publish a series of 
"Watergate"-related tapes that will 
burn up the chances of GOP aspirant 
John Connally, thereby bringing 
would-be Man on a White Horse 
Alexander Haig to the fore of Re­
publican contenders . 

What a victory for either-the 
CFR is betting on Haig-would 
mean can be eval.uated by simply 
remembering that the C FR' lust 
handpicked candidate was Jimmy 
Carter . 

But the CFR 's choices have been 
forced to expose themselves far in 
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advance of their controllers' inten­
tions .  The very pace of the "con­
trolled disintegration" plan being 
put into effect along the guidelines 
of the Council's Project 1980s has 
opened the American population to 
the audacious alternative of electing 
a President outside the two major 
existing parties . This is a very real 
possibility for the first time since Lin­
coln's Republican Party captured the 
Presidency in the national crisis of 
1860. 

Lyndon H .  LaRouche, Jr., the 
1976 U.S. Labor Party presidential 
candidate who correctly identified 
the Carter Administration then and 
predicted its consequences, is again 
running for the U . S .  presidency. For 
the vast majority of Americans still 
organically committed to progress, 
his candidacy represents the on Iy 
way to clean up the mess in Wasl1ing­
ton and save the nation from disas­
ter. 

LaRouche has defined the major 
issue of this campaign as follows: the 
rapid development of nuclear ener­
gy: the wiping out of the plague of 
psychotropic drugs that is destroy­
ing American youth: and the crea­
tion of a national bank to issue credit 
for high-technology industrial 

growth, in the context of a new glob­
al monetary system based on the ex­
pansion of the European Monetary 
System along lines indicated in 
LaRouche's "Riemannian economic 
model" and related proposals. A key 
issue will be the rebuilding of Nica­
ragua in this context, now that that 
country is emerging from the disas­
trous effect of four decades of the 
"free enterprise" system espoused by 
LaRouche's opponents. 

LaRouche's scheduled address to 
the July 22 Annual Awards Dinner 
of the Illinois Anti-Drug Coalition 
has stirred an all-out national battle 
between the forces committed to 
stopping dope and the Kennedy 
crowd with its plans to enforce a new 
Auschwitz on America's inner city 
black population 'in particular. As 
LaRouche's campaign moves ahead, 
and "town meetings" convene to 
bring the candidates' decision mak­
ing powers before the scrutiny of a 
developing republican citizenry, the 
artificial candidacies of Haig and 
Kennedy will be throughly exposed. 
This is the real fear of the CFR and 
its friends, who have mobilized all­
out to sabotage LaRouche's appear­
ance at the Illinois event. 

-Nora Hamerman 

( __ �_�_e_� __ e_e_k_i_n_8_r _ie�' _______________ ) 
Iran's new deputy finance m inister has 
endorsed by name the dark ages geno­
cide policy perpetrated by Cambodia's 
Pol Pot. Abulhassan Banisadr­
named this week to his post-stated 
that this is his policy for I ran, in an 
interview with the French weekly 
Nouvel Observateur. 

Banisadr, who has been acting as 
de facto economic czar, called for a 
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complete halt to construction of in­
dustry and new buildings, and sug­
gested that Iran's cities be decentral­
ized and their inhabitants be dis­
persed into the countryside . 

Several more industrial projects 
have been cancelled, including the 
huge pipeline to the Soviet Union for 
natural gas . 
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The long-brewing political crisis in In­
dia has come to a head with the forced 
resignation of Prime Minister Mor­
arji Desai. Desa i ' s  J anata Party has 
lost i t s  majority in Parl iament and 
frant ic efforts are now being made 
by the d i fferent parties and groups to 
form a new governmen t .  

The major candidates t ry i ng to 
form an unstable m inori ty govern­
men t are: Charan Singh, leader of 
the "jat" smal l  farmers, who would 
have to re ly on  support from the two 
major opposi t ion part ies, the Con­
gress- l Ied by former Prime  M i n ister 
I nd i ra Gandh i, and the ant i -Gandhi  
Congress-S ; and Deputy Prime M in­
i s ter and Defense M i n ister J agjivan 
Ram, leader of the "harijan" (un­
touchable)  caste populat ion, with 
support from the  react ionary Jan 
Sangh component  of the  Janata  Par­
ty and some of the  smai ler opposi­
t ion part ies .  

Discontent with the Janata gov­
ernment had been rising rap id ly due 
to r is ing i nflation ,  severe shortages 
of electrical power, strikes and in­
creasing communal, religious, and 
caste violence. The decay of govern­
ment climaxed last month when the 
army was used to put down police 
strikes, result ing in the death of over 
23 policemen . 

Even if one of  the contend ing 
groups is able to bring together the 
coal i t ion to form a m inority ,  i t  i s  not 
expected to last m ore than a few 
months  unt i l  e lections .  

To break the deadlock new elec­
t ions w i l l  soon have to be he ld .  Of a l l  
the candidates i n  the  runn ing ,  M rs .  
Gandh i  i s  expected to gain the m ost, 
given her support among the popu­
lace as the leading opposi t ion figure 
to the  Janata .  

* * * 

Europe should keep in mind that a 
"total. cutoff of oil imports to Europe 
would end the future of Euopean civ i­
lization," warns I s rael . This menac­
ing statement from the d i rector gen­
eral of the I sraeli pr ime m in ister, Ei ­
ahu Ben-E l i ssar, was broadcast over 
West German televi s ion Ju ly 1 8 . The 
I srael i official rai led agai nst Eu-

6 This Week 

rope's "fixat ion" on oil in a brazen 
b lack mai l  threat aga inst Europe's oil 
supp l y .  Other I s rae l i  spokesmen 
meanwh i le have attacked European 
nat ions, especia l ly France, for not 
being aware enough of the "Holo­
caust . " 

Ben - E l i ssar  revea led that the 
j o i n t  s ta temen t  i ssued from las t 
week ' s  Egypt- I srael sum mi t  in A lex­
andria was "di rected at Syria .... The 
Syrians  w i l l  have to take it i n to ac­
count in the ir  calcu lat ions  .... Egypt 
and I srael want the Syrians to with­
draw from Lebanon . "  

'By  J uly  1 8 , I srael i  jets had carried 
out the ir  first son ic boom flights over 
Bei rut . 

* * * 

Rep. Louis Stokes's H ouse Assassi­
nations Committee, while reaching no 
positive conclusions, has opened the 
door for J ustice Department dirty 
tricks against the Teamsters Union by 
fraudulent ly naming the I BT as pos­
s ib ly com plicit  i n  the assassination of 
President John  F .  Kennedy. The 
comm i ttee report is demonstrated a 
fraud in  completely omitting any 
considerat ion of the exhaustive and 
fruitful conspi racy investigation un­
dertaken by former New Orleans 
Dist rict At torney J im Garrison, and 
subsequent U .S .  Labor Party inves­
t igat ion, which establ i shed-based' 
on the factual materia l  assembled by 
the Garrison probe-the top-level 
Bri t i sh-Nat iona l  Security Council­
Zion i st Lobby conspiracy that car­
ried out the assassination through 
the Permindex apparatus of Major 
Louis B loom field .  

The committee tied the I BT to 
the case by stat ing that former I BT 
President J im my Boffa "had the mo­
t i ve, means and opportunity for 
p lann ing an assassination attempt" 
on Ken nedy . But it added that Hoffa 
was "un l i kely" to have attempted the 
assassi nat ion because he was already 
under J ust ice Department  investiga­
t ion .  

The latter conclusion i s  the com­
mit tee's "carrot " to be applied as 
leverage toward influencing the 
Teamster position in the 1980 e1ec-
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tion. The committee's report has 
been sent to the Justice Department, 
where the Assistant Attorney Gen­
eral will deter'mine its' disposition. 
The incoming Assistan t Attorney 
General is New Jersey's Fred,erick 

. Lacey, a protege of the Resorts I nter­
national gambling chain's Herbert 
Stern, the original prosecuting attor­
ney in the frameup of Teamster lead­
er Anthony Provenzano in that state. 
Louis Stokes, who headed the House 
probe, is known to be controlled by 
related Zionist lobby networks in the 
Midwest. 

* * * 

Presidential candidate Lyndon La­
Rouche. J r., return

'
ed from Europe 

this week and began a nationwide tour 
July 19 in Jimmy Carter's home state 
of Georgia. LaRouche arrived in At­
lanta by helicopter and was greeted 
by press, TV and radio. 

The 1980 election will be one in 
which third parties are important, 
noted a commentator in his report 
for WQABC-TV's news that night. 
Mr. LaRouche is a "self-described 
republican, with a small ' r '," who 
says that the ideas of his party, the 
U.S. Labor Party, are the ideas of the 
70 percent majority of the American 
people-a commitment to progress, 

I n his wel.1 attended press confer­
ence, the presidential candidate em­
phasized the seriousness of the cur­
rent crisis of government in the 
United States. The backbone of the 
policy of his own administration, he 
said, will be nuclear energy, includ­
ing fusion power. 

The conference was attended by 
the Associated Press and the influ­
ential Marietta Journal. 

Mr. LaRouche's first stop in At­
lanta was the estate of Mr. Mitchell 
WerBell, security expert. Mr. La­
Rouche stated that the current gov-. 
ernment of the United States is in no 
position to protect presidential can· . 
didates and that he was therefore' 
seeking the security services of Mr, , 

WerBel1. 
. 
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london's policy collapse 
u.s. government turmoil threatens Empire's plans 

Wire reports at dead l i n e  J u ly 1 9  show the ongo i ng 
Cab i net pu rge i n  Wash i ngton to be less l i k e  an authent ic  
I ta l i an  govern ment  cr i s i s  t han  a V ictor Herbert operetta 
stagi ng of an I ta l i an  government cr i s i s. One Fred 
Sch u l tz, fo rmer ly of the Barnett Banks  of F lor ida ,  who 
was con fi rmed on l y  Wednesday n ight as V ice-Cha i rman  
of  the  Federa l Reserve Board by  a Senate t ha t  en ter­
tained s t rong objec t ions  to his exper ience and com pe­
tence, i s  now the Act i ng  Cha i rman of the Board o f  
Governo rs o f  the Federal Reserve System .  The  former 
Cha i rman, G.  W i l l i am M i l l e r, has been appo i n ted 
Treasu ry S. ecreta ry, in what  we l l -p laced bus i ness sources 

INTERNATIONAL 
CREDIT 

desc r ibe as a " m ajor  demot ion," and a p rel ude to 
leavi ng pol i t ic s .  Accord ing to wi re serv ice reports ,  M r . 
Sch les inger wi l l  be out  w i th i n  hours .  Reportedly, the· 
Wh i te House i s  gett i ng  tens of refusa ls  fo r every ac­
ceptance of p roffered Cab i net pos i t ions .  

The count ry w i l l  be gagg ing over  today 's  events  for 
some t ime ,  probably to the  detr i ment o f  understand ing  
the  so u rce o f  the chaos  at work on the Potomac .  
Atten t ion  shou ld  be d i rected less to the fate of any of  
the  i n terchangeab le  Tr i l a teroids now depa rt i ng Wash­
ington,  than to the one depart u re o f  a real ly i m portant  
figure i n  the recent weeks-Bri t i sh Am bassador Peter 
J ay, whose i n fluence in the Carter househo ld  at once 
point exceeded that o f  Si r David Ormsby-Gore at the  
t ime o f  the  Kennedy adm i n is trat io n .  

Debate breaks out 
I n  a "va led ictory speech" that  provoked one  of  the few 
authen t i c  storms of con t roversy ever to a ffect recen t  
Br i t i sh foreign po l i cy ,  Peter Jay warned that  (I) t he  
world was  abou t  to d i sso lve i n to var ious compet ing ,  
protect i on i st reg iona l  cur rency b locs: ( 2 )  that  the I n ter­
nat iona l  M onetary Fund and N ATO were on  the verge 
of  d i sso l ut i on :  ( 3 )  that Eu ropean attacks on Pres ident 
Carter's lack of  l eadersh i p  fo r the Western wor ld were 

"hypocr i t i ca l"  and underm ined the A m er ican Presi­
den t ' s a l ready weak pos i t i on:  and (4) that  the Un i ted 
K i ngdom shou ld  not jo i n  the European Monetary 
System, wh i ch Peter J ay cha racter ized as a scheme to  
benefi t  West German i ndustry . 

M ost commen tators wou ld  not espec ia l l y  fau l t  the  
pessim i st i c  na ture of J ay's address, g iven the  events o f 
recent weeks .  But  the rea l  s ign i fica nce of Jay's ou tbu rst 
cou ld eas i l y  be m issed . What is i n terest i ng  is not  t h a t  
t h e  depart i ng am bassador bel i eves t ha t  the wor ld i s  
headed toward chaos, but, rather, t ha t  he  ohiec/S t o  
t h i s .  

To  repeat :  o ffic i a l  Br i t i sh  po l i cy is to obta i n  re lat ive 
advan tage i n  a regime of world chaos, brough t  on by 
the r ise i n  energy pr ices and d i s rupt ion of supp ly, w i t h  
the emergence o f  ste r l i ng  as the wor ld's "pet rocu rren­
cy," i n  the words of t h is morn i ng's Journal of COlli­
merce. 

The Bolton scenario . . .  
That was the exp l ic i t  subject o f  a "b l i nd  memorandum" 
authored by Ban k o f  England advisor S i r  George 
Bol ton fo r the  new Br i t i sh  Chance l l o r  of the Exchequer, 
Geo ffrey H owe, and reported exten s ively i n  t hese col ­
umns two weeks ago . Bo l ton ' s  perspect ive is that  the 
Commonwealth, w i th  i t s  d i sproport ion ate share of  na t­
ura l  resources, w i l l  emerge as the" strongest o f  the 
var ious currency b locs to come out  of  the p resen t  per iod 
o f  "contro l led d i s i ntegra t i o n , " and ster l i ng  wi l l  ascend  
once aga in  as  one  of the wor ld's leadi ng reserve cu rren­
cies .  

Any observer o f  the' fo re ign excha nge markets, 
watch i ng ster l i ng ' s  c ross- rate aga i n st the m ajor Euro­
pean cur rencies shoot th rough the cei l i ng  over the past 
two weeks  of A merican po l i t i ca l  cr i s i s ,  would have to 
gra n t  the Bolton scenar io  a certa i n  amount  of creqi bi l i ty 
on  the face o f  i t .  The do l l a r  has hard ly m oved aga i n st 
the  deutschemark ,  Sw i ss franc ,  and yen dur ing the 
en t i re per iod ,  w h ile ster l i ng has  ga i ned upwards of 1 0  
percen t  over the past m onth . 

A mong To ry Government  c i rcles, the codeword fo r 
d i scuss ions of  the Bo l ton scenar io  is the " 1 930s i ssue ," 
as  ch ief econom i st po l icymaker S ir  Kei th Joseph has 
put  i t .  This  refers  to the  h i stor ica l  fact tha t  du r ing the 
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The British controversy 

From the front-page lead article of the July 17 London 
G uardian ,  "Jay signs off with 'NA TO at risk ' warning. 
by John Palmer: 

The Government  has been warned tha t  N ATO, the 
I n ternat iona l  M onetary Fund ,  and  other Western 
i ns t i tu t ions  are t h reatened by the growth of  "reg iona l  
na t iona l i sm" wh ich has  been encouraged by devel ­
opmen ts  i n  the Common M a rket .  

The warn i ng comes i n  a con fident ia l  valedictory 
message from the former Br i t i sh A m bassador i n  
Wash i ngton ,  Mr  Peter J ay .  

Mr  Jay's sum m i ng up o f  h i s  v iews after t h ree 
years as U .S .  A mbassador runs  to some 50,000 words 
and i s  headed "The West: t he per i l  w i th i n . "  I t s  
contents  have a l ready rai sed eyebrows and heck lers 
among sen ior Foreign Office offic ia l s  and serv ing 
d ip lomats s i nce i t  I l i es in  the face of  m uch curren t  
Br i t i sh  foreign pol i cy convent iona l  w i sdo m .  

M r  J ay accuses Common M a rke.t leaders and 
Br i ta i n's ambassadors i n  Europe of hypocrisy in  
cr i t ic iz ing Pres ident  Carter . . . .  Mr Jay  a l so makes a 

personal  plea to M rs Thatcher and the Br i t i sh Cab­
i net to keep the' U. K. out of the new European 
Monetary System-a dev ice which Mr Jay b' e l ieves 
w i l l  on ly fu rther the i n terest of German i ndustry . . .  
(and )  whose basic i nspirat ion he sees as "ant i -dol­
lar ."  He foresees a rea l danger of  the West disso lv ing 
i n to a set o f  m ut ua l ly  hostile economic groupi ngs 
wh ich would underm ine  any wider po l i t ica l  or  m i l i ­
tary un i ty i n  the face of the Soviet b loc . . . . 

Foreign Office d ip lomats seem to be as scept ica l  
and host i le  to M r  Jay 's  ana lys i s  of the / l Is  of the 
Western system and  to Br i ta i n ' s  EEC pol ic ies as they 
were to S ir  N i cholas H enderson ' s  condem nat ion of  
so m uch postwar Bri t i sh economic  and foreign pol icy 
i n  h i s  valed ictory statemen t .  Jay and Henderson are 
held to be exaggerat ing undoubted prob lem areas to 
the poi n t  of "doom-mongeri ng ."  . . .  M r  Jay's  former 
col leagues bel ieve that  h i s  long-stand ing attachment 
to a rather dated form o f  "Atlan tic ism"  has unba l ­
anced some o f  h i s  j udgements . But they are im­
pressed wi th  the  sect ion  of  h i s  report dea l i ng with 
world monetary problems ,  where, \ l  i s  conceded, M r  
J a y  h a s  a part i cu lar  experti se . . . .  

'i 1 
� 

,-----------------�-------------------- ;j 

G reat Depress ion ,  Br i tai n exper ienced overa l l  economic 
g rowth ,  wh i le the  U n i ted States lost  over 30 percent of  
gross output  at  the depression ' s  t rough . Var ious un­
i m portant  t h i ngs have been sa id  about th i s ,  but  the  
i mportan t  ang le  was brought forward by the London 
Economist's lead ed i tor ial of J u ly 7 ,  d iscussed in  t h is 
co lumn last week :  n amely that the rela t ive pr ice advan­
tages of Commonwea l th  raw mater ia ls  p l us N orth Sea 
oil gave the Br i t i sh Commonwea l th b loc an  advan tage 
aga ins t  the o i l -dependent Eu ropeans .  That  is the Bol ton 
program .  

. . .  And the obstacles 
I t  is now ack nowledged in most Br i t i sh  po l icymak i ng 
c irc les that  t his approach has  co l lapsed . The reason i t  
has  co l lapsed i s  tha t  Western Europe, the lead ing O PEC 
countr ies ,  and the Sov iet U n ion are col laborat ing fo r 
a long-range, cheap-energy p lan  cen tered on crash 
nuclea r development and state-to-state oi l  dea l s .  Br i t i sh 
d ip lomacy i n  the  M i dd le East i s  at a nadir  com parable 
to the  s i tuat ion fo l lowing the 1944 Casablanca meet ing ,  
when Rooseve l t  proposed to  bounce the Br i t i sh Empire 
out  o f  the M iddle East en t i re ly ,  before Truman and the 
Dul les brothers let the Br i t i sh back in .  The bottom l i ne  
i s  s imp le .  

Price policy 
The Br i t i sh assumed that-with North  Sea o i l  w i th  a 
cost of i n  the range of $ 1 2  per barre l ,  European energy 

costs in excess of $20 per barre l ,  and  American energy 
costs art i fica l ly  r igged t h rough some fo rm of synthetic 
fuel s  and conservat ion effort in the range of $25 per' 
barrel and up-the ir  cu rrency b loc would cOl,lle Dut on 
top . 

U nder that  assumpt ion ,  t h i s  conc lus ion seemed rea-. 
sonable,  and became the bas is  of Br i t i sh govern ment. 
pol icy .  Therefore, i t  was i n  Br i t i sh i n terest to push the . 

dis i n tegrat ion o f  the  wor ld  s i tuat ion to the maxim um. 
The fact that  the most recent  do l la r  cr i s i s  occurred 
a lmost excl usively on the ster l i ng  rate i s  h igh-qual ity 
evidence of what  t he  C i ty of London and  i t s  co rrespond­
i ng i n st i tu t ions  in the U n i ted States have been up to on 
th i s  score. 

H owever, once the Eu ropeans fai led to be d i ssuaded 
by st rategic or other  th reats from obtai n i ng a di rect 
l i nkup w i th  the  Soviet U n ion on the issue of nuc lear 
power product ion and an a l l-European e lect r ic i ty grid, 
and a l i nkup  wi th  O PEC-wi th  strong OPEC support­
for a po l icy of sta te-to-state o i l  dea l s  exc lud ing the 
London-based oi l  ca rte l-the rel a t i ve Br i t i sh advantage 
d i sappeared . 

That is why Peter Jay wa rned so heatedly of chaos, 
and why h i s  speech caused a scanda l  in the Brit ish 
press . The London Guardiall of J u ly IX com mented on 
the address, "Some of [J ay's] col l eagues fee l that his 
commi tment  to an outdated 'A t la nt ic i sm' may have 
unba lanced h i s  j udgements ." I t  is no secret that the 
centra l object ive of Br i t i sh  monetary po l i cy has been, 
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either to b reak up the European M onetary System or 
to joi n i t, and take i t  over, perhaps on  the strength of 
North Sea o i l .  E i ther way, what most worries the  Br i t i sh 
is the evo l u t ion  o f  the currency stab i l iza t ion system i n to 
a European M onetary Fund, on the o rder of  the  I n ter­
nat iona l  Deve lopment Ba nk  proposed last  week by the  
president o f  I ta ly ' s  s ta te  o i l  company EN I,  and ear l i e r  
by U.S .  Labor Pa rty Cha i rman Lyndon H.  La Rouche, 
Jr .  

Dollar decisions 
A rel a ted Br i t i sh  objet ive has been, s ince the ear ly 1 978  
v i s i t  of  Br i t i sh  Pr ime M i n ister James Cal laghan to  
Wash i ngton, the  rep l acement of  the  dol l a r  by the I M F's 
Speci a l  Drawing R ight, i n  a belated rea l i za t ion o f  the 
old John M aynard Keynes proposa l  for the  i n ternat ion­
al cred i t  system . Th i s  has  depended for i t s  chances of  
success on the emergence o f  a rea l l y  serious  do l la r  
cris i s, i nc l ud i ng l a rge-sca le reserves d ivers i ficat ion  by 
big dol l a r  holders l i ke the OPEC nat ions .  

H owever, as  th is  week ' s  Fore ign Exchange co l umn  
shows i n  some deta i l, t h e  present dol lar  cr i s i s  i s  a rea l  
phony .  I t  i s  ent i re ly  poss ib le-as some w i re accoun ts 
predict-that  Ca rter w i l l  m ake another p lay for a 
"leadersh ip  image" w i th  a b ig pub l i c  policy speech on  
strengthen i ng the  do l la r, as he  d id  on Nov .  I ,  1 97 8 .  

Bu t  i t  is not especi a l ly important whether he  does 
so or no t .  The importan t  issues w i l l  not be decided i n  
Wash ington, b u t  i n  Bonn, Riyadh,  a n d  Tokyo, wh ich 
control t he most im portant  bu l k  o f  foreign-he ld do l l a rs . .  
However an t i -A mer ican, the p reva i l i ng sen t iment  i n  
those cap i ta l s  may  be  a t  th i s  t ime-for  understandab le  
reasons-the Europeans  and the  Saudis have abso l u te ly 
no i n tent ion of  l i q u ida t ing  t hei r long-term stake in  the i r  
American dol lar  holdi ngs, and  rece iv ing i n  return a 
dub ious type of  Brit i sh- i n spi red IOU from the I n ter­
nat ional  M onetary Fund, wh ich would i nev i tab ly resu l t  
from th i s  type of do l l a r  col l apse. 

What ca n be done 
With  certa i n  adjustmerts o f  thei r reserve operat ions  the 
Europeans  and Arabs can profi tab ly use the do l lars 
they now ho ld i n  reserves-plus  a great dea l more-to 
their own adva n tage . In one fo rm or another, t h i s  w i l l  
invo lve t h e  creat ion of some l i n k  between t h e  do l l a rs 
held i n  i n ternat ion reserves and  go ld, poss ib ly  t h rough 
the i ssuance by the European Monetary Fund or  some 
si m i l a r  i ns t i tu t ion of gold- l i n ked bonds to absorb excess 
l i qu id i ty f rom the Eurodo l l a r  market . 

At  any po in t  the Europeans choose to act on t h i s  
score-and they w i l l  have t he  en thus iast ic app lause o f  
t h e  OPEC countr ies who have been accum u la t i ng sub­
stan t ia l  amounts o f  gold-the l i t t le squa l l  on the  Lon­
don foreign exchange market w i l l  b low over, and  the  
pound ster l ing  w i l l  b low to p ieces. The  Br i t i sh  know 
th i s .  

The prob lem wi th  Wash i ngton i s ,  s imply , tha t  there 
is nobody i n  t he  govern ment  who  is i n  the  least able to  
t h i nk  of  an A mer ican pol i cy t hat i s  not  i n  London's 
in terests, as i s  to be expected from a Counc i l  on Foreign 
R e l at i o n s- T r i l a t e ra l  Com m iss ion gove r n m e n t .  N o  
cheap energy po l i cy i s  i n  Br i t i sh  i nterests .  N o  strong 
do l l a r  po l i cy i s  i n  Br i ta i n's i n terest s .  The only going, if  
i l l usory,  concern in London i s  capi ta l  fligh t  based on 
opt i m i s t i c  project ions of  the importance of  North Sea 
o i l .  

There i s  no  reason why the President could not 
an nounce a crash program o f  nuc lear deve lopment that 
would make Soviet  efforts look modest by compar ison , 
and  a group of  state-to-state oi l dea l s  w i t h  cooperat ive 
O P EC nat ions  t hat would ensure a long-term ceil ing 
on  the pr ice of  o i l  as wel l as a correct ion of  A mer ica's 
current  $ 1 6  b i l l i on  per yea r current  account  paymen ts 
defi ci t .  

u.s. blinkers 
I n  short ,  there is noth i ng in the rea l wor ld ,  except the  
i n tense ang loph i l i a  of the  men who surround the i ncom­
peten t  President ,  to p reven t  the U n ited States from 
adopt ing European po l ic ies .  The only prob lem w i th  t h i s  
i s  that s uch  an e ffort wou ld  s i nk  Br i ta in  and  i t s  fr iends 
and fi nanc ia l  networks abroad in the  way that  Frankli n 
Rooseve l t  th reatened to do i n  1 944. A m ong other  
consequences, the i n vestments  of  mor oil com pan ies 
in petro leum i n ventory and coa l  wou ld become a finan­
c i a l  d isaster  a rea .  

J udgi ng  from the feroc i ty of  d i scuss ion around the  
Peter J ay statement ,  the  Br i t i sh  are  far ahead of.the i r  
coth i n k ers i n  the  U n ited States i n  real iz ing what  sor t  of 
cr is i s  has h i t  them . The B usi ness Roundtable ,  t he Com­
m i t tee on Econom ic  Development ,  the  N at ional Asso­
c iat ion  of M a n u facturers ,  and other bus iness o rgan i­
zat ions  a re st i l l  ta l k i ng about  a s i lly " free en terpr ise" 
vers ion  o f  the Carter energy program tha t  would plough 
the  e ffect o f  r i s ing oi l  p rices back into the  oil com pan ies 
rather than in to  a govern ment  energy corporat ion .  The 
government ' s  ro le  i n  t h is ,  according to  var ious bus iness 
spo kesmen, wou ld  be to put a floor under  energy pr ices 
in such a fash ion  as to guarantee the v iabil i ty of 
i n vestments  i n  the least e ffic ient  and most costly forms  
of energy use. 

That is not going to happen .  What Europe and  
OPEC are up  to  utterly prevents  i t  from h appen ing .  
Unt i l  there i s  a straigh t fo rward dec i s ion in  the  U n i ted 
States tha t  no such t h i ng  wi l l  h appen,  the Adm in i st ra­
t ion  w i l l  cont i n ue to suffer the  n auseat ing e ffects o f a 
term ina l  case of Ang loph i l i a .  

-David Goldman 
Economics Editor 
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GOLD 

A new gold rush : 
two moneta ry strateg ies 

The world go ld  price soared to a new 
h istorical record of $303 an ounce on 
Ju ly  1 8  reflect ing i n ternational  i nves­
tors' percept ion that Carter is a lame 
duck president whose energy pol icies 
cannot  be implemented in the face of 
overwhelming  opposit ion by the 
U .S .  popUlation . How m uch higher 
the gold price wi l l  go wi l l  depend on 
whether th is  vacuum i n  U.S .  pol i tics 
is fi l led, and by whom .  

West Germany's Dresdner Bank ,  
which i s  rumored to be represent ing 
the Saudis ,  has cont inued to power 
the gold  price rise. Dresdner carried 
away nearly 90 percent of the gold 

offered at the latest U .S .  Treasury 
auction held on Ju ly 1 7  and has pur­
chased most of the gold offered at 
both the Treasury and I n ternat ional  
M onetary Fund auctions in  the pre­
ceding six months .  

T h i s  c o l u m n  a g r e e d  w i t h  
Desdner's estimate several weeks 
ago that gold would reach the $300 
leve l-I analyzed it as an adjustment 
in the previous $240 target to com­
pensate for the increase in  world oi l  
prices . The targeted gold price has 
been a key component of the French 
and German plans for a European 
M onetary Fund .  The fund-slated 
as the next stage of  the' European, 
M onetary System founded a year 
ago by French President G iscard and 
West German C hancel lor Sch midt-

FOREIGN 
EXCHANGE 

What wi l l  Europe 
do a bout the dol lar? 

The dol lar  conti nued to reach new 
1 979 lows J u ly 1 6  th rough 1 9 , but 
except for its s ix-cent depreciation 
agai nst ster l ing ,  th i s  col l apse to pre­
October 1 978  levels was a threat 
rather than an imminent th reshho ld .  
Vis-a-vis the  mark ,  the do l la r  barely 
lost ground fol lowing Carter's na­
t ionwide energy address and Cabi net 
purge. Th is  was i n it ia l ly due to cen­
t ra l  bank  intervention , but by J u ly 1 9  
the markets were profi t-tak ing and 
wait ing for a dol la r-support an­
nouncement  from Wash i ngton­
probably a s ig n i ficant i n terest-rate 
h i ke .  

The do l l a r  s l i de i s  widely attr ib-

1 0  Economics 

uted to Eu ropean and domest ic sen­
t iment  that Carter i s  not forc ing 
A mer ica to "real l y  b i te the energy 
bu l le t . "  The econom ic choice is sup­
posed ly a )  t ighten ing c red i t  and 
push ing  the recess ion over the edge, 
or b )  not t igh ten i ng  c re9i t  and leav­
ing noth ing but the centra l  ban ks 
between the do l l a r  and its col lapse to 
below October 1 978 level s .  Then 
OPEC would end do l lar pr ic ing for 
oil and push up  U .S .  costs fu rther .  

The West German Bundesbank ,  
which ha s  been protest ing i t s  govern­
men t's do l la r-support commi tments 
for months ,  i s  reportedly  ho ld ing 
back from fu l l -sca le i ntervent ion on 
the grounds that' dol lar pu rchases 
wo u l d  u n co n sc i o n a b l y  sw e l l  t h e  
West German money supp ly .  Apart 
from the fact that  c lever, forcefu l  
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would absorb 20 percent of its mem­
bers' gold and dol lar reserves. This 
was conceived as a capital base for 
generating long-term dollar credits 
within the European Com munity for 
industrial and agricultural develop­
ment for Third World industrial iza­
t ion . 

The E M S  would effectively set 
the banks have already been doing to 
a considerable extent ,  and would 
gradual ly  monetize the entirety of 
E M S  gold reserve� through the Eu­
ropean Currency Uni t  accounting 
mechan i sm ,  whereby set t lements 
payments would draw more and 
more go ld into the fund's  op�rations. 

Opponents of the EM F have had 
no effect in  their attempts to demo­
netize go ld by U .S .  Treasury and 
I nternational Monetary Fund ( I M F) 
gold sales; the latest Treasury auc­
t ion was far from the first t ime 
Dresdner simply absorbed the gold. 
Nevertheless, the July 1 8  Journal of 
Commerce plays up a prediction by 
the New Jersey-based gold commen-

bea r  traps are more effect ive than 
th rowi ng lots of  currency in to the 
markets-especia l ly i f  the la tter s im­
p ly  serves to give specu lators a guar­
an teed return-th i s  excuse begs the 
quest ion of  the European M onetary 
System ( EM S ) .  

The EMS was set up last Ju ly 
prec ise ly as a chan nel for absorbi n g  
unwanted do l l ars to then t u rn  the 
do l lar i n to a pr ized asset by forming 
a do l l a r-go ld reserve poo l  ( see Gold) 
fo r mammoth trade and investment 
c red i ts .  This would have the dual 
effect of  dry i ng up specu lat ion and 
generat ing i n fla t ion-proof do l lar  re­
turns .  

S ince the Europeans were pres­
sured th i s  spr ing i n to del ay ing imple­
mentat ion o f  th i s  Eu ropean Mone"' 
tary Fund mechan i sm , the hope of 
the an t ido l l a r  factions  is that a new 
do l l a r  cr i s i s  would catch E M S  lead­
ers unprepared , and fo rce them to 
gi ve up on thei r do l l a r  rescue plans 
for good. The EM S's account ing 
un it-the European Cu rrency Unit 
( EC U)-cou ld then be shaped into 
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tator Charles Stahl that gold w i l l  
s i nk  to $240 by October and poss ib ly 
$220 by next spring, because the 
Treasury wil l  sel l more gold to de­
fend the dollar and the I M F  wi l l  do 
the same to fi nance an "oi l  faci l ity ."  

'Washington ,  D .C .  veteran Thomas 
Wolfe commen ted to Executive Intel-
ligence Review the same day that  such 
. sales would obviously backfi re and 
drive up  the price, once the  markets 

. saw Dresdner and others ready to 
buy the offeri ngs .  

In previous columns, I suggests 
that Dresdner's massive purchases 
were part of Franco-German strate­
gy to i n tegrate Arab petrodol lar 
holders into the powerful new gold­
backed  m o n etary  b l o c  cen te red 
around  the European M onetary 
Fund .  Although Dresdner may in 
fact be playing this role, another ma­
jor force in the gold market, namely 
the Brit ish bu ll ion  houses , are also 
bull ing the gold price for d i fferen t  
reasons .  The  Brit ish and their coth­
i nkers at the N ew York Counci l  on 

an "a l ternat ive reserve ,"  supp le­
menting or replaci ng the unpopular 
Specia l  Drawing R ight .  

We recent ly reported the com­
ments of C i t i ban k's Haro ld V'an B .  
Cleve land ,  at a Par i s  conference last 
month, that the E M S  could not with­
stand a fresh destabi l izat ion of  the 
dol lar .  C leveland told a reporter J u ly  
1 5  that  "enormous sh ifts of  capital 
a re i n  the works" i n to non-do l lar  
assets-"even gui lders . "  The reason 
for the do l lar's drop, he said, i s  not 
Carter's energy i nact ion but the 
Fed's " relaxed"  money supply po l i ­
cy, especi a l ly  com pared with the 
Bundesban k's. He  predicted that the 
Fed wi l l  t ighten funds, and added 
that the Saudis have been "assu red" 
that there is noth ing the U.S .  can do 
about the dol lar  r ight now, and 
they-the Saudis-should take no 
drast ic act ion .  Meanwh i le, he con­
c1udeQ, the upward pressure on the 
deu tschemark i s  gett ing so i n tense 
that i t  will have to be reva l ued with i n  
the  EMS's fi xed parity g r id .  

However, West German Eco-
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Foreign Relations hope to use this 
latest run on the dol lar  as a battering 
ram with which to force the U.S .  to 
undertake an even more severe ener­
gy austerity program than that pro­
posed. by Carter-a program which 
can be enforced on ly  by p lacing the 
U .S .  economy under I M F  receiver­
ship and by establ i sh i ng the I M F' s  
Spec i a l  D ra w i n g  R igh t s  a s  the  
world's new reserve currency . 

The Brit ish game-plan i s  to play 
the Franco-German-Arab faction 
off aga inst the U.S. by p lay ing on 
thei r "anti -American" profile and 
circulat ing the l i ne that only U.S. oi l  
import reductions  wil l  "stabi l ize the 
dol lar . " 

The German bank i ng commu­
nity 's  vu lnerab i l ity to such Briti sh 
manipulat ions is i l l ustrated by the 
case of Dresdner Bank manag ing di­
rector H ans-Joach im  Schreiber who 
to ld Handelsblatt  in a recent inter­
view that he welcomed Carter's en­
ergy speech ,  but  hoped he would go 
one step further and deregulate do-

n o m i cs Unde rsecre t a ry M a n fred 
Lahnstei n rather dramatical ly stated 
J u ly 1 8  that there wi l l  not be an E M S  
curreny rea l ignment, especia l ly not 
befo re or duri ng the d iscussions of  
t he  E u r o pe a n  M one t a ry  F u n d  
( E M  F )  i m p lementa t ion  offi c i a l l y  
schedu led for early autum n .  The  l i ra 
and I r i sh pound, Dot the mark ,  are 
the system's strongest currencies, he 
said (wh ich i s  techn ica l ly true); there 
is no need for a Belgian or Danish 
deva luat ion because monetary au­
thor i t ies have taken sui table meas­
ures domestica l ly .  

Lahnstei n's reference to EM F de­
l i berat ions is  the fi rst such publ ic 
statement ;  it comes on  top of m ult i­
ple s igns, as we have reported, that 
someth-i ng i s  on the drawing boards .  
What rema ins  uncerta in i s  i t s  orien­
tat ion toward the dol lar .  

A th in k-tan ker a t  the George­
town Un i versity Center for I n terna­
t iona l  and Strategic Studies, which 
mai n tai ns  i m portant  conduits  in 
West Germany,  c la imed J uly 1 6  that 
with i n  s ix months, the ECU will be 
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mesticoil  prices. Schreiber further 
predicted that world markets in the 
next several months wou ld be char­
acteri ted by a cont inued upward 
trend in  the gold price, renewed dol­
lar weakness with the U . S .  currency 
sw inging between 1 . 7 5  and 1 . 8 5  
deutschemark,  a n d  i ncreasi ng i n ter­
est i n  gold on the part of o i l -produc­
ing nations .  

-Alice Roth 

establ i shed as a reserve currency to 
replace the dol lar, that Chancel lor 
Schm idt is total ly i n  favor of  th is ,  
and that OPEC wil l  diversify into 
EC Us because " there are not enough 
m arks,  not enough yen, they have 
nowhere else to go . "  

There i s  l i tt le doubt that th i s  ' is 
what Georgetown and its Chatham 
House associates in ,London wo'u ld 
l i ke to see, but neither the Europeans 
nor the Arab  o i l  producers have been 
bashed i n to l ine .  The immediate 
choice the E M S  and its i ncreasingly 
close O P EC a l l ies  face, i n stead, 
seems to be between wai t i ng-and 
al lowi ng austeri ty advocates to run 
amok in  the U .S .-or tak ing some 
step i n  the d irection of  establ i sh i ng 
the dol lar's reserve value.  

- Susan Johnson 
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DOMESTIC 
CREDIT 

Fed Cha i rman Mi l ler 
to pu l l  the pl ug 

I n  remark's to a l uncheon meeting of 
the N ew York Financia l  Wri ters' As­
sociat ion on J u ly 1 8 , Robert H . B .  
Baldwin ,  president of Morgan Stan­
ley, I nc . ,  warned that a "!loft land ing 
i s  not i n  the cards" for the U .S .  econ­
omy in 1 979-80. He  a lso predicted a 
period of even lower vo lume of new 
stock and bond issues in the nat ion 's 
capital  markets and vocifero us com­
peti t ion among securit ies fi rms and 
banks  over the dwind l i ng bus iness. 
M r. Ba ldwin i s  the "Cassandra of the 
securit ies industry" who in 1 974 pre­
dicted that 1 50-200 firms operati ng 
on the New York and regional ex-

changes wou ld  shortly go ou t  of 
business-which i ndeed they d id .  

The monetary course out l i ned by 
Federal Reserve Chai rman G. Wil­
l iam M il ler before Congress J u ly 1 7  
virtua l ly  ensures the sort of "hard 
landing" later th i s  year foreseen by 
M r.  Baldwin .  M i l ler said that the 
economy· has entered a recess ion ,  
which wi l l  be a lot deeper than the 
Carter adm in istration spokesmen 
th i n k .  M i l ler, at the same time, as­
sured the House Bank i ng Commi ttee 
that the central bank would res ist 
pressures to ease monetary pol icy i n  
response .  

Seas o n ed Fed -wa tcher s  a n d  
stock market i n vestors are reading  
M r. M i l ler's remarks as the  s ignal 
that the Fed i s  goi ng to t ighten mon-

CORPORATE 
STRATEGY 

Com puter 
industry sha kedown? 

The i n tercon nect ions of three big 
corporate stories in the past week got 
flu ffed over by the fi nancial press. 
They were the I n ternat ional  Tele­
phone and Telegraph ( I TT) shakeup,  
t he sh i ft  i n  I n ternat ional  Bus i ness 
Machines ( I B M )  market ing strategy, 
and the L 10yds of  London payout  to 
computer leasors whose contracts 
were term inated . 

A t  stake is whether the electron­
ics sector w i l l  become the leadi ng 
edge of turn ing h igh tech nology i n to 
a war mach ine .  The I TT and I B M 
sh ifts are i n  th i s  l ight best compared 
with the recent  changi ng  of the 
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guard i n  the Brit ish government ,  fo l­
lowed by a campa ign on the part of 
M a rgaret Thatcher and her fe l low 
" B lack I n ternationa l"  spokesman ,  
Franz-J osef Strauss of  West Ger­
many,  for a h uge push in  the m icro­
chips and data process ing fiel ds .  

The other s ide of th is  m i l i tar i ly­
or ien ted dr ive is  economic warfare 
aga i n s t  J a p a n  a n d  seco n d a r i l y ,  
France .  I B M i n tends to capture the 
ent i re equipment market for the in­
creasi ngly i n tegrated data process­
i ng,  te lecom m u n ications ,  and  com­
puter ma rket ,  i n stead of merely the  
computer o r  sma l l  mach ines end of  
the  i ndustry. I t  wi l l  speed up its i n t ro­
duct ion of new technologies for th i s  
purpose, abandon ing i ts tradi t iona l  
"you' l l  buy when we decide to mar­
ket" approach . This  is geared to im-
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etary policy at th i s  t ime-that M i l ler 
is pul l i ng the p lug on the U.S. econ­
omy. The rat ionale for th is  pol icy 
decision wi l l  be the dol lar's uncdn- . 
trol lable s l ide on world foreign ex­
change markets fol lowing the fiasco 
of President Carter' s Sunday n ight 
energy address and the m ult iplying 
confus ion i n  Wash ington. 

The monetarists at Cit ibank  pin 
the blame for the dollar's recent trou­
b les principal ly on U .S .  monetary 
pol icy, which they say has become 
less restrict i ve than it was during the 
post-Nov .  I period .  Between approx­
imately last October and May, the 
U .S .  monetary base (reserves sup­
p l ied to the bank i ng system and cash 
i n  circu lat ion) was growing at a 6-7 
percent annual  rate. I n  the last six 
weeks,  it has sped up to an annual 
rate of 9- \0 percent .  Predict ions are 
now r ife that M il ler i s  about to return 
to h is  pre-June stance. 

I nterest rates are al ready headed 
up agai n  in response to expectations 
of future Fed pol icy. At the weekly 

pose an  "office of the future" elec­
tron ics mode, geared toward the mi l­
i tary, toward bureaucracies, and sur­
vei l lance and man ipu lat ion of busi­
n e s s-in s tead  of deve l op i n g  the 
field 's i ndustr ia l  and educational ap­
pl ications .  Together, I BM and ITT 
are out  to lock up contro l  of strategic 
nat iona l  telephone and telegraph 
systems around the world, and in­
deed al l aspects of digital and voice­
grade comm un ications .  

ITT shakeup 
On Ju ly I I, the ITT board of d i rec­
tors sacked Lyman Ham il ton,  presi­
dent and C EO si nce 1 977. H i s  re­
placement ,  Rand V .  Araskog, West 
Po int  ' 53 ,  was a special ass i stant in 
the  M cN a m a ra Wh iz  K ids '  ad­
vanced research agency at the De­
fense Departmen t .  After sti n ts at 
Honeywell and ITT's Federal Labo­
ratories, a top government contrac­
tor,  Araskog was named pres ident of 
ITT Defense Commun ications,  and 
rose to E V P  by 1 976. He i s  a top 

J u ly 24-J u ly 30, 1979 

• 



Treasury bill auction on July 1 6, in­
terest rates rebounded to their high­
est levels s ince June 4-the rate on 

, the Treasury's 26-week bills rose to 
9.255 percent and the rate on 1 3-
week bills went up to 9 . 3 36 percent. 
Several weeks ago, we predicted that 
when the impetus for h igher rates 
appeared, T-bill rates would go up 

, just as fast as they came down in the 
first weeks of the summer, due to the 
leveraging effect of the Treasury bill 
futures market .  This is precisely what 
has happened. 

Since Carter' s Sunday n'ight ad­
dres�, yields and prices in the bond 
market have been reflecting inves­
tors' j itters over the mess in Wash­
ington-and yields are generally up 
and prices dawn. 

The most revealing statement in' , 
Chairman Miller's July 1 7  speech 
was what he had to say abut the 
relationship between monetary poli­
cy and the recent oil-price h ike: " If  
we tried to accom modate it ,  we'd  
unleash more inflation. I f  we tried to 

operat ing man in the style of ITT 
board chairman Harold Geneen , 
with a full background in high-tech­
nology mi l itary appl ications and es­
pionage capabilities . 

Geneen himself announced Ju ly 
, 1 8  that he is putting together a ven­
ture capital group along with un­
named bankers in M unich (Strauss's 
home base), Lazard Freres' Fel ix 
Rohatyn, reti red Alcoa chairman 
John D .  H arper, and Henry L .  H i l l ­
man of Pittsburgh .  Geneen, who re­
portedly opposed H amilton ' s  pol icy 
of lopping off ITT's earl ier acquisi­
tions, is not exactly launching a "pri­
vate" project, however. Such "ven­
ture capital" setups are simply fronts 
for ITT and I B M ;  in  thjs case, no one 
is, l ikely to think otherwise.  

The ITT shakeups are comple­
mented at I B M .  I n  the second quart­
er of this - year, I BM announced a 
rare earnings drop and a sti l l  rarer 
intention to borrow $ 1 . 5 billion . This 
borrowing, i t  was explained, is to 
augment the $4 bi l l ion cash appro-
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overreact to it  and send the economy 
into a tailspin, we would j ust o pen 
. ,  . more problems .  As  usual , we pro­
ceed with proper balance, perspec­
tive and brilliance" (s ic) . M iller's 
promise here that he will not finance 
the $ 1 00 billion oil price increase (in 
the U.S .  alone) through the expan­
sion of  credit and money means that 
the o i l  price h ike will fall as a direct 
tax on ind ustry, agricul ture, and 
U.S .  l iving standards . 

In his address to the NY Finan­
cial W riters '  gathering, M o rgan 
Stanley's R obert Baldwin was nega­
tive about the synthetic fuels pro­
gram presented in the president's  
benchmark energy speech . Baldwin 
cited the long lead time and gallop­
ing costs involved in the construct ion 
of South Africa's coal gasification 
plants, which he recently v isited, and 
hinted that the private capital mar­
kets want no part in fi nancing the 
president's "ambitious" proposals .  
This v iew is  particularly interesting 
from the head of a firm which did the 

priation for the new computer leas­
ing system that wi l l  ent irely reverse 
I BM ' s  marketing strategy . I nstead , 
of s lowly unvei l ing a succession of 
big computers and refinements on 
smal l  off ice machines, I BM wi ll use 
its immense resources to crunch 
competitors.  

Those "competitors ,"  l ike Am­
dah l ,  have merely operated to test 
the waters for I B M 's new push.  The 
rea l targets are compan ies l ike ! te l ,  
which markets the large H i tachi AS/ 
8 against  I BM ' s  yet-to-be-produced 
H series. Once I BM has beaten Jap­
anese marketing toeholds in the 
U .S .-J apan has been largely terror­
ized or prohib i ted from directly mar­
keting advanced computers in the 
U .s .-it wi l l ,  with ITT, take on the 
J apanese ano French national phone 
systems,  wh ich provide R & D  capital 
to domestic electron ics and telecom­
mun icat ion compan ies . 

The Anglo-American electronics 
operat ion wrecked France's comput­
er ind ustry in 1 974 by pu l l ing Philips 
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financing for such major projects of 
the postwar period as Churchill Falls ' 
and the Alaskan Pipeline and is now 
involved in a big way in financing 
A ustralian oil  shale production.  
M organ Stanley is also the principal 
investment bank of most of the ma­
jor oil companies . Perhaps Baldwin 
is saying that the private sector wi ll 
only throw its support behind syn­
thetic fuel production when the con­
ditions are right: when the profitabil­
ity of synthetic fuels has been en­
sured through the U.S .  population's 
acceptance of  "conservation" and 
fully decontrolled o il prices as a way 
of l ife and through complete govern­
ment guarantees for private invest­
ment . 

-Lydia Schulman 

out of the European computer part­
ners'h ip .  The Japanese have contin­
ued to develop the most advanced 
technology on a scale sufficient  to 
broadly apply computerization to in­
dustrial processes . Since this would 
r�verse the "limits to growth" com­
mitment of the IBM forces, I BM and 
Washington, D .C .  have moved in for 
the kil l .  

L loyds of  London is part of this 
deployment.  Even if it pays as m uch 
as $1 billion to computer equipment 
leasors,  Lloyds will not go bankrupt,  
contrary to Wall Street Journal and 
i ndustry analyst rumors. Lloyds' 
payouts will l iquidate industry debt,  
indi rect ly freeing I BM to float its 
new leasing arrangement . IBM will 
have plenty of resources for its mar­
keting blitz: on top of the $4 billion 
k itty and the $ 1 . 5 bill ion credit line, 
pension funds, insurance companies, 
and offshore funds like Britain's GT 
M anagement are jointly moving a 
lot of money into electronics. 

-Leif Johnson 

Economics 13 



BANKING 

Proxm ire heari ngs a 
sideshow 

Last week 's hearing  before the Sen­
ate Bank ing  Commi ttee on  t h ree of 
the m ajor issues fac ing the domestic 
ban k i ng system are not  expected to 
a l ter the stalemate between the gov­
ernment and m oney-cen ter  ban k s  on 
one s ide and reg iona l  banks  on  the 
other. One o ffi.c ia l  at B lyth Eastman  
Di l lon caust ica l ly  characterized the  
heari ngs as a "s ideshow tha t  w i l l  re­
solve noth i ng ,"  as everyone waits for 
some sort of coherent l i ne  to emerge 
from  the shakeups in the  Treasury 
and Federal Reserve fol lowing the 
firing of W. M ichae l  B l umentha l. 

The t h ree i ssues go to the heart of  
the future of  U.S. ban k i ng. They a re: 

( I) the extens ions of Edge Act in ter­
state bank i ng pr iv i leges, i nc lud ing  
tak i ng of deposits by Edge Act cor­
porat ions ;  ( 2 )  foreign acqu i s i t ions  of 
U.S. banks ;  and ( 3 )  the creat ion of 
tax-free and regulat ion-free i n terna­
t ional ban k ing  faci l i t ies, such as  the 
one proposed for New York C i ty. 

A l l  t h re'e h a ve been s t a l l ed  
t h roughout the  tenure of the Carter 
Admin istrat i on ,  pr imar i ly  by a wal l  
of  oppos i t ion by the vast  major i ty of 
U.S .  banks. I f  imp lemen ted , the 
t h ree measu res would wreck the U.S .  
ban k ing  system as we know i t ,  and 
usher  i n  a wave of ban k i ng acq uis i ­
t ions  by the Br i t i sh . 

Senator Wi l l i am Proxmire, cha i r­
man of  the Senate 8ank i ng Commi t­
tee, has piously taken a hard l i ne 

BRITAIN 

Sir Keith wields the ax 

agai nst Brit ish industry 
The Tory govern ment 's  commi tmen t 
to " free enterprise" was transla ted 
into act ion th i s  week when Br i t i sh 
i ndustry Secretary S i r  Ke i th  J oseph 
announced the fi rst batch of  propos­
als to "streaml i ne" i ndustry by re­
ducing the role of the state in eco­
nom ic  development. The most  con ­
trovers ia l  measure, wh ich was  im­
med iately a ttacked not  on ly  by the 
trade un ions  but  by i nd ustry, i s  the 
p lan to cut government  subs id ies to 
the econom ia l ly  depressed regions  of 
Br i ta in-by more than one th i rd. 

Expected to reduce the govern-
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men t ' s  regi ona l  devel opment budget 
by $525 m i l l i on  over the next th ree 
yea rs, from i t s  curren t level of $ 1 . 37  
b i l l i on ,  the  cu t s  a re geared toward 
speed i ng up the "dei ndustr ia l iza­
t ion"  of  Br i ta in  and diss ipa t ing  the 
coun t ry ' s  s k i l led industri a l  work 
force , except for a smal l  h igh-tech­
nology el i te.' 

The drast ic prun ing  of ind ustr ia l  
grants  to areas worst  h i t  by unem­
ployment wi l l  be fol lowed within the 
next two weeks by proposa ls fo r the 
future of  the sh ipbu i ld ing  i nd ustry,  
which are expected to i ncl ude p lans  
to shut down several ya rds ,  and a 
decis ion  on the role of the  Nat iona l  
En terprise Board, a state-run ent i ty 
wh ich ho lds equ i ty s takes i n  several 
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aga inst any  attempt by the Federa l 
Reserve Board to un i l a teral ly enact 
the I B Fs and a l ter cu rrent Edge Act 
or  takeover regu lat ions. W h i le un­
doubted ly seek ing to port ray h imsel f 
as evenhanded and aga in st the Fed's  
i n si stence on i ts  r ight to " ru le by 
decree" on these matters, there are 
i ndicat ions  that Proxmi re is attem tp­
ing to engi neer a trade-off. Wal l  
Street is buzzing that  Proxmire may 
be try i ng to get the reg iona l  banks  to 
accept the creat ion of  the New York 
C i ty free-trade zone (wh ich  would be 
fo l lowed by others ) ,  in exchange for 
the big banks  dropping thei r at­
tempts to di rectly encroach on re­
g iona ls '  home t u rfs through Edge 
Act changes. This  co inc ides w i th  22 
i n ternat iona l  banks  funding a si ze­
ab le  port ion of a $600 m i l l i o n  note 
issue by the nearly ban k rupt New 
York C i ty ,  i n  order to cu rry favorfor  
both the I B Fs and perm issive takeo­
vers. 

Al though the deal is by no means 
con s u m ated , fu rther progress ion  

h igh-techno logy fi rms wh ich  i t  has 
rescued from the b r i n k  of ban k r upt­
cy. S i r  Kei th has also g iven Brit i sh · 
Steel a "doomsday date" of M arch ,  
1 980 beyond wh ich the govern ment 
w i l l  no longer' s ubsid ize i t s  fi nancial 
losses. To ach ieve a breakeven level 
by th i s  date, the corporat ion wi l l be 
forced to accelerate closure of i ts less 
profi table steelmak ing  faci l i t ies. 

The comb i ned measures i n st i tut­
ed by the govern ment may mean the 
loss of  anywhere from 80,000 to 
1 00,000 jobs ,  say experts, and w i l l  
turn many  out ly ing i ndustr ia l  a reas 
i n to ghost towns. The steel town or 
Corby in central ' England-some­
t imes referred to as Br i ta in ' s  Pi tts­
burgh-wi l l  face a m ass exod us  i f th� 
shutdown o f  i t s  steel m i l l ,  which pro­
v ides most of the town's  employ­
ment ,  goes ahead as p lanned.  

When Engi neer ing U n ion offi­
c ia l s  dec lared angri ly that " for  the 
fi rst t ime we have a government  cre-
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would open the floodgates to the 
d irty-money game of  the Br i t i sh  
ban ks ,  wi th the U .S .  economy turn­
i ng into one big roulette game-of 
the Russ ian  variety, with the bu l lets 
po in ted at the economy .  

Ba�kground to the issue 
As ExecUlil'e Intelligence Rel'ie ll" 
readers know, the Br i t i sh pol icy o f  
buying up A m erican ban k s  is  an  at­
tempt to estab l i sh  a Qrm base for 
fu rther corporate acqu is i t ions  as wel l 
as di rect pol icy i nput i n to U .S .  bank ­
ing practices. I n  mid- 1 978 ,  after tr ig­
ger ing runs  wh ich severely devalued 
the dol la r, Br i t i sh and Br i t i sh-a l l ied 
foreign ban k s  began a series of bank-

, ing takeovers and branch expansion 
in  the U .S .  At  that point ,  the U .S .  
Labor Party moved to block these 
acqu is i t ions ,  target ing in part icular 
the H ongkong & Shanghai  Ban k ' s  
efforts to t ake  over M a rine M idland .  
Through widespread disseminat ion 
of  the U S L P-authored bestsel ler 
Dope. In('. , wh ich documents the 

. 

at ing u nemployment" rather than a l ­
leviat i ng  i t ,  S i r  Keith repl ied that  
" loca l enterprise" and cooperat ion 
i n  "making busi ness compet i t ive" 
would restore Bri ta in ' s  i ndustr ia l  vi­
tal i ty .  "The government seeks to cre­
ate the cond i t ions  in which the whole 
country can prosper," Joseph told a 
new con ference. " N oth ing w i l l  do 
more for the prosperity of  a region 
than a reputat ion for effect ive work,  
h igh product iv i ty and cooperat ion 

! between management  and work­
force . "  

U nder t he  revamped Regional  
A id  Program ,  the proport ion of  Brit­
a in ' s  employed populat ion i ncluded 
in the so-cal led "assisted areas" w i l l  
drop to about  25 percent from more 
than 40 percent .  The th ree-t iered 
stru�ture of classi fy i ng the weakest 
i ndustr ia l  areas i n to � 'specia l  devel­
o p m e n t  a re a s , "  " d e ve l o p m e n t  
areas," , and � ' i n termediate areas" 
w i l l  rema in ,  but scores of  local i t ies 
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H ongShang's  role as the prem ier i n ­
ternat iona l  drug ban k ,  p lus  legal  ac­
t ion aga i nst the HongShang,  the 
New York State Ban k ing Depart­
ment was provided the marg in  of 
ammun i t ion wi th wh ich to scutt le the 
M a rine  M id land b id  last month .  

Wh i le regiona l  ban k s  have  in ­
creas ing ly opposed these foreign 
takeover attempts ,  both money-cen­
ter and fore ign ban ks themselves are 
lobby i ng for un restra i ned acquis i ­
t ions .  

The push \  for expans ion of Edge 
Act pr iv i leges is com i ng from these 
big commercia l  ban ks .  Th i s  would 
perm it  them to operate fu l l -service 
i n terstate branches, thus undercut­
t i ng  sma l ler  reg iona l  banks  t h rough 
econom ies of sca le and greater cash 
ava i lab i l i ty .  Cred i t  would become a l ­
most tota l ly  con tro l led by especia l ly 
the major  New York banks ,  wi th 
whole sect ions of  i ndustry cut o ff and 
a cha in  react ion  of bank ruptcies un ­
leashed . Wh i le the  I n ternat iona l  
Ban k i ng Act of 1 977 perm its the 

w i l l  be downgraded . The reduct ion 
of  select ive a id and development 
grants to hard-h i t  areas i n  northern 
England ,  Scot land and Wales w i l l  
make i t  less attract i ve for Br i t i sh  and 
foreign-owned firms  to i nvest i n  
these regions ,  s i nce qua l i ficat ion  for 
subs id ies w i l l  be more rest r ict ive.  

I nstead of  d i sburs ing aid fai r ly 
w idely, S ir Kei th p lans  to concen­
t rate the bu lk  of  i t  on the worst-h i t  
u rban  areas, leavi ng other reg iofls i n  
t h e  "development area" category to 
fend  for themselves. The " i n terme­
d iate areas ,"  where com pa n ies can 
now receive up  to $8 ,000 in govern­
ment grants for each job created, w i l l  
be phased out  a l together over a peri­
od of  th r(;!e years. Certai n  industr ies 
such as o i l  and  pet rochemicals  a re 
expected to lose the ir  automat ic  right 
to grants and w i l l  rece ive subsi d ies 
on ly  at the I ndustry Department 's  
d i scret io n .  

I n  response to a reporter's ques-
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Federa l Reserve to authorize these 
pri v i leges, the oppos i t ion of regional  
ban k s  has stal led the move so far .  

As for the i n ternat iona l  bank ing  
fa c i l i t i e s  (I B Fs )  o r  " free t rade  
zones ," reg iona l  banks  fear ,  r ight ly ,  
that the large ban k s  i n vo lved i n  these 
u n reg u l a t e d ,  re serve - free a rea s  
wou ld be  ab l e  t o  suck funds ou t  o f  
regi ona l  b ank s  by offer ing more fa­
vorab le loan terms and h igher i n ter­
est on depos i ts .  What they general ly 
fai l  to see, however, i s  that  these 
un regu la ted zones w i l l  serve both as 
cen ters for i l legal money l aunderi ng 
for the drug t rade, gambl i ng ,  and 
other  i ll egal act iv i t ies-accelerat ing 
i n fl�t ion-pu l l i ng funds away from 
productive i n vestment ,  and enable 
the Br i t i sh-orien ted money-center 
ban k s  to gain hands-on con tro l of 
what reg iona l  bus i ness survives. 

-Steve Parsons 

t i on ,  S i r  Ke i th  dec l i ned to say how 
many jobs m ight be lost as a resu l t  of 
the cuts ,  which a re expected to save 
the government $525 m i l l ion  of the 
$ 1 . 3 7  b i l l ion  now being  spen t .  I n  one 
reg ion a lone,  est imated a u n ion  lead­
er, some $ 1 .7 b i l l ion  of i n vestment is 
at r i s k ,  acco u n t i n g  fo r between  
40,000-50,000 jobs  a year .  Spokes­
men for the employers' associ ation ,  
the Con federat ion o f  Br i t i sh  I ndus­
tyr,  protested the program as wel l ,  
say ing that " i n  t h e  present econom ic  
recess ion ,  wi th i ts d i fficul t trad ing 
condi t ions ,  h igh unemployment ,  low 
com pany profi tab i l i ty, and cash flow 
problems," if aid is cut before a rea­
sonable level of profitabi l i ty returns 
to bus iness ,  " t rade and i ndustry and 
employment prospects in the reg ions 
wi l l  be damaged . "  

-Marla Minnicino 
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u .s .  ,a i m s g u n s at  J a pa n 's i n d ustry 
Will the U n i ted States impose a 1 5  percent  import 
�urcharge on  a l l  imports from Japan? This  quest ion  w i l l  
be  debated i n  heari ngs begin n i ng in  Septem ber before 
C o n g res s ' s  J o i n t  Eco n o m i c  C o m m i t t ee  ( J E C ) .  A 
months-long study of Japan 's  trad ing practices by the  
General Account i ng Office wi l l  be presen ted to the J EC 
later th i s  month  and provide the basis for the  heari ngs. 

Official ly ,  the Carter adm in i strat ion  deplores the 
congress ional  move. Passage of such discrim i natory 
across-the-board leg i s la t ion i s  v i r tua l ly  unpreceden ted. 
Used aga i nst one ofthe  U .S . ' s  most i mportant a l l ies, it 
could have i rreversib le repercussions  for the U.S. po l i t-

WORLD TRA DE 

ica l ,  economic  and secur i ty pos i t ion  i n  As ia  and the 
Pacific. Coming at  a t ime when the U.S. i tsel f i s  head ing  
i n to a possi ble deep recess ion ,  such  t rade-war  measures 
could provoke worldwide effects a s  d i sastrous as the 
Smoot-Hawley Tari ff of 1 930. 

State Departmen t  and Treasury officia l s  wh ine  that  
Congress i s  under i rresist ib le  p ressure from southern 
texti le p roducers, Ca l i forn ia c i trus farmers and Pitts­
burgh s teelworkers. Yet ,  i n vestigation  of the upcom i ng 
hearings reveal s  that the adm i n istrat ion i tself i s  p layi ng 
the lead ing  ro le  i n  the n�w round of  what i t s  advocates 
term "Jap-bash ing. " But the adm in i st rat ion "Jap-bash­
ers" are not  concerned with p rotect ing  U .S. jobs. Rath­
er, operating  under the pol icy gu idance of London 's  
I n ternat iona l  I nst i tute for Strategic Stud ies, they are 
seek i ng levers to force J apan to halt i t s  rapid techno­
logical progress., and are part icular ly fearfu l  that  Japan 
wi l l  assume leadersh ip  i n  the export of n uclear technol ­
ogy to the  deve loping ' sector ,  and  leadersh ip  i n  the 
world computer and microprocessor i ndustr ies-the 
latter a particu lar fixat ion of  London pol icymakers . 

A s  former Deputy Specia l  Trade Representat ive and 
current Washi ngton consultan t  Hara ld M a lmgren re­
cent ly observed, "The press overstates the i n i t iat i ves 
and independence . of  Congress . It can be led, and 
prefers to be led ,  actua l ly ,  but nobody 's  ta lk ing to  
Congress about  the Japanese problem i n  an  art iculate 
way. " M almgren understates the latter poi n t .  Says a 

top staffer on the House Trade Subcom mittee , the fount 
of  protect ion ist sent iment  on that s ide of  the H i l l :  
"There is  a group i n  t he  Treasury around [Deputy 
Secretary A nthony]  Solo.mon and  [A ssistant Secretary 
C. Fred] Bergsten work ing  very closely wi th the H ouse 
subcommit tee on  th is. This group i s  hot to get Japan 
on the trade issue." 

In short ,  the adm in istrat ion sets the tone for Con­
gress on the protect ion ism issue, not the other .'way 
around. The core of the protect ion is t  lobby i n ' Wash­
i ngton i s  a po l i t ical fact ion based primari ly among 
certa in  o ffic ia ls  of  the Treasury Department and per­
vadi ng other sect ions of the Carter adm in i strat ion ,  
incl uding the N at iona l  S'ecurity Counci l  and  Cyrus 
Vance's appointees at State, as wel l. 

Th is  fact ion is  us ing trade war measures to coerce I 
Japan i n to " restructur ing its economy" away from the 
advanced, technology-led high growth ,  high capita l 
format ion model that produced the Japanese economic 
m i racle of the 1 950s and 1 960s. Above a l l ,  th i s  grouping 
i s  determ ined to prevent Japan from carry ing out i ts  
1 97 1  strat�gy of  movi ng i n to the "k nowledge- in tensive" 
era of computers and fus ion power-a st rategy that . 
would have made Japan the world's largest economy 
by the 1 990s (barr ing a U .S. reorientat ion toward 
techno logical growth ). This Treasury-centered group is 
man ipulat i ng the Congress into carry ing  out the Carter 
administration 's trade-war pol icy. I n  th is process, Spe­
ci a l  Trade Represen tati ve Robert Strauss- aptly de­
scribed as "not  a st rategic th i n ker, but the man who 
can get a message to Congress"-is acti ng as the 
Treasury's "en forcer. " 

The impetus for the congressional import surcharge 
hearings aga i nst Japan comes from none other than 
Strauss h imse lf, and goes back to last October when 
Strauss held yet another meeti ng on b i lateral t rade . 
issues with Japan ' s  External  Economic A ffa irs M in i ster 
Nobohi ko  Ush iba. 

At each of  the prev ious meet i ngs, each time Japan 
agreed to the previous  list of  U .S. demands,  Strauss 
presen ted a new list. He to ld Ush iba that no  matter 
what ind iv idua l  i tems were agreed upon-beef, cit rus, 
mu l t i la teral t rade negot iat ions ( M TN ), etc.-the ta lks  
would have to con t i nue for years, because Japan was 
not " restructur ing its economy" away from export­
re l iance rapid ly enough. 

Accord i ng to accounts  by M almgren ,  " U sh iba an­
swered , Tm t i red of new l i sts. I want to know what 
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you rea l ly  want. N o  more new l i st s  after each agree­
ment. '  Strauss sa id noth i ng, but he got rea l ly angry. 
Now, when Strauss gets angry, he doesn ' t  get fierce, he 
gets icy cold . . . .  S ince then he's been lett ing Congress 
know he's angry. Th is  tends to get everybody on  
Capi tol  H i l l  angry and fi red up  aga inst Japan ,  even 
Congressmen and Senators with no  vested i n terest 
aga ins t  J apan in their d i st rict. " 

Strauss and Bentsen 
One of those to whom Strauss turned after the October 
meet i ng was his good friend from Texas, Sen. L loyd 
Ben tsen , the cha i rman of  the congressiona l  Jo in t  Eco­
nom ic  Committee. Elected in 1 970, Bentsen ' s  r i se to the 
powerfu l  post of J EC cha irman was swift ;  but he  has  
powerfu l  sponsors.  Bentsen owes h i s  Sena te seat from 
Texas to the back i ng given by none other  than  Robert 
Strauss, as wel l  as Strauss's own patron ,  rabid ly pro­
tect ion i st president ia l  cand idate and former Texas Gov­
ernor John  Con nally. 

Not long after his tete-a-tete with Strauss, Ben tsen 
ordered Congress's research arm , the General Account­
ing  Office (GAO) to conduct a st udy of  Japan ' s  tradi ng 
pract ices. Bentsen warned that he would propose a bi l l  
to i mpose an  across-the-board 1 5  percent  import sur­
charge on  Japanese imports i f  the study showed that  
"unfa i r  trading pract ices" were beh i nd Japan's  trade 
surpl us with tIle U n i ted States. 

A high o ffic ia l  in  Strauss's office leaked the fol l ow­
ing story , ask i ng that his name not be used, but clear ly 
anxious that  the story be c i rcul ated : "Strauss ta l ked to 
Bentsen about th i s  recent ly .  He  told Ben tsen that i t  
would be bad i f  the bi l l  were passed before the recen t  
M ul t i l ateral Trade Negot iat ions ( M TN)  agreements 
were rat i fied-.but that ,  if Japan cont i nued i ts  unfa i r  
pract ices afterwards, then  Strauss m igh t  even support. 
that b i l l . "  

A look at the GAO study tha t  Ben tsen comm i s­
s ioned begi ns  to shed l ight  on the deeper po l i t ical 
process. The study covers overa l l  t rade plus specia l  
concentrat ion on s ix  i ndustries: (I) computers; ( 2 )  tele­
commun icat ions;  (3) automobi les; (4) consumer elec­
tron ics ;  ( 5 )  logs and lumber; and (6) soybeans. The 
study i s  to be a "factua l  study" of Japan ' s  pract ices i n  
these areas. I t  was conducted b y  consu l t ing w i t h  U .S. 
firms in these i ndustries and then ask ing Japanese 
govern ment and corporate offic ia ls  to respond to the ir  

com ments .  Bentsen 's com m ittee wi l l then hold hearings 
to determ i ne  i f  t hese pract ices are unfair and are re­
spons ib le for J apan 's  surplus . 

The real gu id ing conception beh ind the report i s  
even more fundamental ,  however, according to several 
staff mem bers. The study is headed by Eleanor Hadley .  
No t  s o  wel l  known these days, Hadley made her name 
when she served as a State Department official during 
the  U.S.  occupation  of Japan in the late 1 940s . She was 
part of  the faction of  the U .S .  occupation which ar­
gued-here expl ic i t ly ,  there impl icit ly-that Japan 
shou ld never be a l lowed to become an industrial pow-
erhouse aga in : i ts factories should be dismantled and  
s h ipped abroad. Hadley's own job was attempting to  
bust up the "Zaibatsu," the  large industrial com\bines 
tha t  made Japan's rapi d  i ndustria l ization possible. 

Hadley's views have not changed in 30 years, ac­
cord i ng to members of her staff. The viewpoint under­
l y ing the research is that the brunt of Japan's surplus 
cannot  be attributed to specific " unfair" trading prac­
t ices. Rather, the surp lus is the unavoidable result of  
J apan 's  economic structure, which emphasizes technol­
ogy- led h igh growth wi th a strong export orientation . 
" B ut what was a l l  right when Japan was a small  
economy is  no  longer tolerable to the world when Japan 
is i ts second  largest economic power . Unless the basic 
economic  structure of J apan changes, t rade imbalances 
wi l l  continue," added the staffer .  

Treasury and the Yanik report 
The same views certai n ly pervade Strauss 's  staff. Staffer 
Dick Rivers provoked an international scandal  by 
blunt ly demanding that Japan " restructure its econo­
my" dur ing his trip to Tokyo last year. But Strauss is 
real ly  a point man for Treasury .  While Strauss haggles 
on such items as oranges, TV's,  and computers, the 
Treasury crew uses �trauss's b lunter threats to "urge, 1 
J apan to " restructure i ts  economy," "open up its bank­
ing system," "reduce the government"banking-industry 
co l laborat ion ," and " i nvest more in domestic service 
and  l ess on exports.�· 

The th ink ing i n  Treasury is what determines how 
Congress real ly  responds on  the trade issue. Many 
Democratic Party congressmen rely for staffing and 
proposals on the same Brookings Institution whose 
offic ia l s  now comprise so much of the leading Carter 
admin istrat ion staff (Bergsten at Treasury is a notable 
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example) .  M oreover, Anthony Solomon served only a .  
few years ago as a consu ltant to the very congress ional  
committee ( H o use Ways and M eans)  whose Trade 
Subcommi ttee i s  runn ing the protect ionist  cam paign 
against J apan on the House s ide-a typical pattern 
throughout Congress . N owhere has Treasury ' s  i n flu­
ence over the th i n k ing of Congress been m ore clear 
than in that subcomm ittee' s January 1 979 " Report of 
the Task Force on U .S.-Japan Trade."  The s ubcom­
m ittee i s  cha i red by Charles Yan ik ,  who launched the  
congressi ona l  campa ign  for an  i m port surcharge 
again st Japan i n  a Ju ly 1 978 letter to Strauss .  In the 
letter Yan i k  urged "ful l  cons iderat ion" of  the Presi­
dent's us ing h i s  powers under the 1 974 Trade Act to 
i mpose a tem porary 1 5  percent surcharge aga inst Japan . 
Yan ik  said he saw "few alternati ves ."  

Yan i k  claims  he i s  motivated by the interests o f  the 
steelworkers in his nat ive Ohio. The real story betrays  
the  hand of  Treasury pu l l ing Yan ik ' s  stri ngs. 

Several months prior  to the issuance of the H ouse 
task force report, Solomon and Bergsten coi ned a new 
phrase, "the new Japans ."  In speeches to the Conference 
Board of New York and the Brazi l ian-American Cham­
ber of Commerce, the  two officials complained that 
countries l i ke South K orea, Brazil and Mexico were 
turn i ng into " new Japans" capable of produci ng im ­
portant amounts of steel , chemicals and  other i ndustri a l  
products both for export and domestic consumpt io!1 .  
A t  the same t ime,  they were us ing "Japanese- l i ke pro­
tect ive methods" to enable thei r  newly developing i n­
dustries to grow uhhampered by U .S .  'and European­
based mu lt inat ionals .  Bergsten and Solomon said t h is 
posed a potent ia l  new major  economic threat . 

A year later, one of the key sect ions of the Yan i k  
report is headl i ned, "A Recurri ng Trade Cr is i s  with 
Japan to be Repeated by the 'New Japans"!" Th is 
section of the report begins ,  " Part of the certa inty of a 
recurrent trade cris is with Japan i s  due to Japan's  
i ndustrial  pol icy , which has recent ly targeted or set  as 
a goal J apanese leadersh ip  i n  h igh techno logy fi e lds 
currently dominated by the U .S .  and consti tut ing our 
areas of strongest exports, computers, advanced e lec­
tron ics, telecommun icat ions equ ipment, industrial ro­
bots, poss ibly a ircraft (at least in the co-product ion 
stage) ,  e tc  . . . . . .  

The next  sect ion was surpris ingly soph ist icated for 
a Commi ttee ostens ib ly concerned ma in ly with protect­
ing the jobs of steelworkers in Ohio and shoemakers i n  
Kalamazoo . " I t  has long been a theory o f  those who 
suppor't open trade between nat ions that, as a h igh­
technology / cap i tal- intens ive nation ,  the U .S .  shou ld 
lead in  develop i ng new techno logies and that  more 
labor- in tens ive ,  less techno logy- intensive industries 
would be taken up  by other nat ions .  Thus, there would 
be an economic gain as American workers cont i n ua l ly 
moved i nto the h igher-technology /h igher-value-added 

industries . . . .  " For those fami l iar with Japanese th ink­
i ng,  the  words practica l ly j ump  from the page: the 
theory bei ng attacked in the report was the view beh ind 
the 1 97 1  Long Term Plan of the Industrial Structure 
Counci l  of  J apan, an advisory body to M IT t . This was 
a plan to m ove J apan in to the "knowledge- intens ive 
era" of computers and fus ion power whi le  helping the 
deve loping countries industria l ize .  The i ncreased div i ­
s ion of labor, the report envis ioned, would help both 
advanced and developi ng countries .  

The task force report contin ued; " I f  through  subsi­
dies and restrictive practices, Japan assumed leadersh ip 
,on these [advanced ] technologies, the d isturbing ques­
t ion w i l l  be raised, 'What industrial goods wi l l  America 

. produce for export'?' " 
Then,  i n  words a lmost identical to those of Solomon 

and Bergsten ,  the Yan i k  report concl udes with an attack 
not on ly on Japan's  strategy but on those countries that 
look to Japan's  development success as a model .  "We 
believe that the Japanese threat in these h igh technology 
areas may soon become the most explosive issue be- . tw�en our two countr ies . . . .  Further. we foresee 'Japan ' 
Trade Cr ises' recurri ng wi th other developing coun­
tries-the so-cal led ' New Japans' of the Far East such 
as Taiwan ,  K orea . Hong Kong,  and Si ngapore-and 
later other developing nat ions of the world . "  

The attack on knowledge- in tensivity is one  reason 
the adm i n istration has s i ngled out computers fo r special 
attent ion , as i n  the N ippon Telegraph and Telephone 
case ( see" Corporate Strategy ) .  

Knowledge i'ntensity 
versus " Proiect 1 9805" 

The hosti l ity toward Japan by the pol it ical forces run­
n i ng the Carter adm i n istrat ion goes back to no later 
than 1 97 1 ,  when M IT I  produced the Long Term Plan 
attacked in the Yan ik  report .  By the late I 960s, Japan­
shattered at the end of  World War I I-was produci ng 
1 6  percent annual  rates of rea l growth. with capital 
formation reach ing  a worldwide h igh of 30 to 35  percent 
of  G N P. Japan's  economic  "m i racle" was based on a 
com m itment . to ever-advancing levels  of technology . 
Compared, for examp le, to U . S .  stee lma kers. who rarely 
bu i l t  new plants in the postwar period, but on ly  patched 
up old ones . postwar Japan repeated ly scrapped plants 
around  1 5  years o ld  because Japanese engi neers cou ld 
econom ical ly bu i ld  new p lants that were bigger and 
better .  Number-two Japanese steelmaker N ippon Kok­
kan ' s  o ldest p lant was bo i l t  in 1 962 !  As a resul t  of th is  
pol icy ,  Japan ' s  stee lmakers got 3 .5 t imes as much 
i ncreased tonnage for every do l lar  they i nvested com­
pared to U .S .  makers .  Each ton uses 30 percent less 
energy and 30 percent less cok ing coa l .  This .  and  not 
the myth ica l low wages or  unfa i r  trad ing pract ices, is 
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why the Japanese can outsel l U .S .  makers, as the U n ited 
Steelworkers acknowledged last year .  

Japanese government and busi ness leaders in tend to  
go even further .  Ths:y have  p lanned to o rgan ize capital  
investment  around the perspective of moving i nto the 
"knowledge-i n tens ive" era dom inated by fus ion power, 
computers, advanced electronics,  fi ne chemicals ,  and so 
forth .  One M ITI officia l  predicts that "Japan wi l l  
supply ha l f  the world's energy in  the  year 2000 through 
mass product ion  of  fus ion power reactors ."  I n tegral to 
this Long Term Plan was transferri ng  stich i ndustries 
as auto assembly,  basic steel, etc. to newly i ndustr ia l­
izing coun tries of  Southeast Asia and Lat in America 
such as Korea and Mexico. H i therto rel iant  upon 
im ports of  techno logy from the U . S . ,  Japan responded 
to the s lowing pace of  U .S .  research by p lann ing to 
i ncrease i t s  own Research and Development 20-fo ld to 

, $80 b i l l ion per year !  They expected to surpass the U .S .  
in absolute GNP by  1 990 . 

But  the  purpose of  the program was not  su rpass ing 
the U .S . ;  i t  was developing Japan . The men who run 
Japan came to matur i ty i n  the 1 930s and I 940s. Their 
thi n k i ng , i s' dom inated by the experience of  that era. 
They firm ly bel ieve that Japan cannot successfu l ly  move 
i n to the future without maintai n i ng a partnersh ip with 
the U .S .  Thus, they did not propose s imply to surpass 
the U .S. bu�, led by Chamber of Commerce and I ndus­
try leader Sh igeo N agano ,  proposed a U .S . -Japan part­
nersh ip  in developing the " Pacific Basi n"  cou ntries of 
Asia and Lati n America, the U .S .S . R .  and Ch ina .  

I n early 1 97 1  t h i s  perspect ive was  p resented at a 
meet i ng of  the London I n ternationa l  I nst i tute of Stra­
tegic Studies ( I I SS)  by Saburo Okita, an  advisor to 
many Japanese Prime M i n isters and Chairman of  the 
Japan Econom ic Research Center. As expla ined in 
I ISS's Adelphi  Papers, the Brit ish leaders responded by 

' ' 'warn i ng ' '  that the U .S .  would never tolerate Japan 's 
know ledge" in tens ive strategy because i t  refused to carry 
out  one i tse l f, and therefore Japan would surpass ,i t .  To 
prevent  that, the U .S .  would launch trade war, currency 

. warfa re, reduce defense com mitments i n  East Asia, etc. 
Wh i le some figures i n  the N ixon admin istration  

proposed cooperat ing w i t h  the Paci fic Basic proposal ,  
beginn i ng  with Aug.  1 5 , 1 97 1  their opponents  preva i led . 
Led by Henry K issi nger and John Connal ly-the forces 
who agreed with I I SS that the U .S .  would no t  and 
should not adopt a knowledge- i ntensive strategy of  i ts 
own-the admi n istration deval ued the dol lar, imposed 
a 1 0  percent  import surcharge aga inst  a l l  nat ions ,  
abandoned its program of  high-techno logy U .S .  ex­
ports , and two years later imposed a soybean embargo 
on Japan . 

What dist ingui shes the Carter adm in i stration  is that 
wh i le previous admin istrat ions were m ixed in their  
composi t io n ,  the Carter admin i strat ion i s  excl us ively 
composed of leading officials who are host i le to Japan 

and its development perspecti ve. The Carter admi n i­
stratio n  was formed out o f  the Counci l  on Foreign 
Relations' " Project 1 980s" study g roup led by B lumen­
thal ,  Vance, and Brzezin sk i  among others .  The Project 
book "A lternat ives to M onetary Disorder" denounces 
Japan,  a long with Germany and France, for state/ 
pr i vate-sector cooperat ion for technology- led h igh 
growth . I t  ca l l s  for "contro l led d is in tegration"  of those 
economies ,  stati ng:  "A degree of cont ro l led d isi n tegra­
t ion  in the world economy is a leg i t imate objective for 
the  1 980' s, and may be the most rea l ist ic one for a 
m oderate i nternat ional  economic order . "  A co-author 
of  that book ,  E . L .  M orse, now serves as an  aide to 
Assistant Secretary o f  State for M onetary Affairs Rich­
ard Cooper.  

Those who agree with the Project 1 980s v iewpoint 
cut across party l ines .  The an ti-J apanese ravi ngs of 
Republ ican president ia l  hopefu l John Con n al ly  are wel l 
known .  Certain  other Republicans express their v iews 
in more subtle ways .  One of the best- known "friends of 
Japan" in the U .S .  i,s Pres ident N ixon ' s  ambassador to 
Tokyo,  James Hodgson ,  a former Lockheed chairman .  
H odgson conducts Paci fic Basin economic  studies a t  
the  U n i versity of  Cal i forn ia � t  Los  Angeles, wh i le 
serv ing  a s  foreign policy advisor at the A merican En­
terprise I nstitute, a thi n k  tan k  associated with many 
ma in stream GOPers . 

Surpri s i ngly ,  H odgson praised both Strauss and the 
Vanik report as "good jobs ."  Regarding the Pac ific 
Basin partnersh ip ,  he commented that "the Japan or 
K orea route of beco m i ng i ndustria l  powerhouses i s  not 
appl icable to countries with natural resources l ike I n ­
donesia or  M alaysia; they should concentrate on  raw 
materials process ing . . . .  Japan i s  having  to reth in k  the 
1 97 1  I ndustrial Structure Counci l  p lan , but the pace of  
the i r  thi n k i ng i s  too s low.  I f  J apan were to  restructure 
i tsel f  a long the l i nes you suggest ,  knowledge- in tens ive ,  
then they would be m oving in to one  of the few strong 
areas of U .S .  competi t iveness . They would defeat the 
attempt to equal ize ba lance of payments d i fficult ies, 
th us ensur ing protect ion i st legis lation . "  H odgson ins­
i sted he was again st protection i sm and cou nterposed to 
i t  a " rethought" Pacific Basic based o n  resource ex­
tract ion ,  not manufactur ing .  Asked who else in the U .S .  
agreed w i th  h im,  he answered right away, " Richard 
Ho l brooke," Carter' s  Assistan t  Secretary of State for 
East As ian Affairs .  

And i n  Japan? ' M asayoshi Ohi ra"-the new prime 
m in i ster-H odgson repl i ed .  No wonder the Carter ad­
m in i st ration and Broo k i ngs I nstituti o n  were so happy 
when Oh i ra replaced former Premier Takeo Fukuda 
last December. Those who i nvestigate the act ions of 
U . S .  po l i t ic ians i n  i n terna l  J apanese po litics must won­
der whether Ohira's surpr is ing victory was the ult imate 
Carter adm i n istrat ion protect ion ist move aga inst Japan . 

- Richard Katz 
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( SPECIAl .EPORT 

Nicaragua 
. Exclusive in terview tells of  

The night before m y  Interview with Dr. Carlos Gutierrez, I had heard the doctor speak before an 
audience of U ruguayan political exi les in Mexico . The audie·nce and 1 were particularly impressed by 
the moral qualities shown by Dr. Gutierrez and by the force and conviction with which he expressed 
his ideas.  These are not qualities that he a lone represents among the Nicaraguan revolutionaries, but 
quali tites which are part of a political process that he shares with the majority of the leadership of the 
Governmment of National Reconstruction (GNR) and the Frente Sandinista de Liberation Nacional 
(the Sandinista Front for National L iberation. 

The next morning, Ju ly  7, 1 had prepared my questions for the interview in such a way that we 
could  get for our readers some of the concrete proposals, especial ly in the econom ic field, of the G N R .  
However, D r .  G utierrez referred me  t o  the published program o f  the Government o f  National 
Reconstruction and instead chose to tal k  at length on what 1 would call the moral imperatives involved 
in the N icaraguan revol ution and on the question of U.S .  Nicaraguan relations . 

. A s  the reader wi l l  be able to see for himself, here is a man who is profoundly as expressed in his 
humanist conceptions, but here is a lso a man who unti l very recentl y  (two years ago) had taken no 
part in any organized political activity. Gutierrez, moreover, considers h imse lf  a scientist, with many 
post-graduate degrees and is renowned throughout Mexico as a professional . Dr. Gutierrez, some 
would say, lacks pol itical sophistication: Where, they ask,  are the polit ical and economic plans? Where 
is the knowledge required to reconstruct N icaragua? Where is the required sophistication in interna­
tional relations, international economics? 

I ,  however, wi l l  say to them that with the moral qualities that Dr .  Gutierrez demonstrated in the 
few hours I had the opportunity to be with h im , he is by far more qualified in every area needed for 
the construction of a humanist republ ic than most. For years, 1 had had the opportunity, as a 
journalist, to see close up generals ,  colonels, presidents,  m inisters, ambassadors, polit icians, economists, 
pol itical scientists, advisers, etc . ,  and almost all of them did not then or  now have the "expertise" 
required and shown by Dr. Gutierrez. His  speech on the night of Ju ly  6 reveals  the most advanced 
economic conceptions and the most advanced political conceptions as to what a repub l ic is .  

Final ly ,  having seen the program of the GNR and having met one of its m ost noted representatives, 
there is not quest jon but that the GN R and the Sandinista front are real political scientists­
undoubtedly they wi l l  make mistakes, pol itical and econom ic, in the future-but they wi l l  be mistakes I 

within parameters firm ly establ ished by reason . 
That is not the crucial question: what is crucial is : what is crucial i s  the required mobi l ization and 

effort by the international com m unity to assure that Nicaragua has the independence, the resources, 
the technicaL know-how, and the technologies to perm it it to be an advanced industrial i zed humanist 
republic .  Be it democratic, a republic of social j ustice it la Mexico, or  social ist l ike Cuba. 

-Fernando Quijano 
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after Somoza 
plans o f  Reconstruction G o ve rn m e n t  

Q :  Doctor Gutierrez , one of the facts we have been able 
to verify is that Zionism is in many ways supporting 
Somoza 's dictatorship. It 's well known that Israel supplies 
arms to Somoza. But that 's not all. United Brands­
formerly the famous United Fruit-is directed by a 
Zionist leader and it is known that Zionist networks 
involved in drug trajJicking are intimately associated with 
Somoza and the National Guard. What can you tell us 
about that? 
A :  Wel l ,  the U n ited Fruit  problem has been reduced 
somewhat i n  N icaragua .  M any years ago we were a 
"banana  coun try" ;  N icaragua l i ved through a sorry 
experience. I t  was a country which produced bananas  
i n  fearful q uant i t ies .  I t  produced tuberculos is  i n  the 
same proport ion . 

A member of the Group of Twelve made a docu­
mentary i n  the U n i ted States which inc l udes 400 pho­
tographs showing t he h i story of N icaragua . . .  with the 
whole process i n  wh ich the Un i ted States has i n tervened 
si nce Wi l l iam Walker, a southerner from New Orleans 
who made h imse lf  president of  N icaragua ( in 1 853-
ed . ) , was recogn ized i n  less  than 48 hours by the U n ited 
States, and wanted to annex our terr i tory to the s lave 
states. I n  some of  those photos, we see the homes-if 
yo� can cal l  them homes-made of straw, of  pa lm 
leaves, i n  the  m idst of  water and m ud,  belonging to the  
banana workers. Truly lamentable cond i t ions  o f  l i fe .  
. . .  And ,  on the  other s ide, we see the mans ions­
because they tru ly were mans ions-li ved i n  by the 
U ni ted Fruit  .executives. 

The product ion of  bananas i n  N icaragua fe l l  as a 
resu l t  of the pol i t ica l am bit ions of Somoza and the use 
of methods of explo i t ing current product ion without  
botheri ng to rep lant  the banana trees . N atura l ly  we sti l l  
have p lantat ions .  M any,  i n  fact, belong to Somoza a n d  
m a n y  of  the fruit growing and fru i t  process i ng act iv i t ies 
i n  N icaragua are represented by U .S .  com pan ies or  
U .S .-owned com pan ies associated wi th  Somoza. 

As far as I srael i s  concerned, we have s imp ly  this to 

say:  i t  i s  u n imaginab le  for a nat ion for which the word 
"genocide" was i n vented to be an accomp l i ce i n  com­
m it t ing genocide.  Th i s  i s  a tremendous i ncongrui ty and, 
bel ieve me,  I ' m  not saying that out of  hatred, but out  
of  anger .  I ,  persona l ly ,  and  the N i caraguans in genera l ,  
canno t  applaud the  N azi crimes against  t he  Jewish 
people in any way.  L ike  a l l  h uman i ty ,  we condemn 
them . For c iv i l ized man ,  i t  is i mpossib le to accept t hings 
l i ke  that .  But, at  the same time that we condemn Hitler 
for his crimes agains t  the Jews, we N icaraguans have 
the pai n fu l  obl igat ion of  condemn i ng I s rael for com­
p l icity i n  the genocide, i n  the massacre, of the people  
of  Nicaragua .  

You k n ow that  there have been several p roven cases 
of I srae l i  support for Somoza-not for N icaragua, but 
for Somoza, I t  ranges from  sUl'Plies of  arms,  mun it ions ,  
rockets, m ustard bombs to unconfirmed reports that 
the I srae l i s  a re test i ng  certa in arms i n  Nicaraguan 
territory . 

We ask :  "Why  the I srae l i  government? Why also 
the I sraeli people?" And we do i ndeed impl icate both 
people and government-the government  for providing 
al l k i nds of i n st ruments  of  death agains t  a people who 
have done noth i ng to harm i t ,  against a people whose 
o n ly crime  has been 50 years of  Somoza's dictatorship ' 
and  being stuck i n  a geopol it ical  pos i t ion l i n king two 
oceans .  We also protest to the people  of  I s rael ,  as we 
now do to the people of the U nited States, a l though 
not in the same way as to the government .  We protest 
the ir  s i lence in the face of the acts of their government, 
which con t i nues to aid Somoza up  to the very end.  

Despite I s rael i  government denia ls ,  you don ' t  have 
to be a very astu te i nvestigator, to show that this is 
true. I don 't know if  you know that when Commander 
Eden Pastora showed to M exican Channel 1 3  TV Israeli 
arms ,  the I srael i s  i ssued a dec laration-I think  here in 
M exico-that  I srael did not supply arms to the govern­
ment  of N icaragua. Pastora showed Galid rifles, showed 
I srae l i  helmets ,  showed I s rael i bom bs .  Then, the I sraeli 

Ju ly 24-Ju ly 30, 1 979 EXEC UTIVE I NTELL IGENCE REVIEW Special Report 2 1  



charge d 'affai rs ,  I bel ieve, sa id something he  shouldn ' t  
have. I personal ly have great respect for the in te l lectual 
capacity of  the Israel is ,  but that d ip lomat destroyed the 
image I had of I srae l i  i nte l l igence. He  said that I s rael 
offic ia l ly on ly sel l s  arms to governments and won' t  sell 
to pr ivate parties . The newscaster asked if there were 
Israel i arms in the black market and he repl ied :  "No . "  
Then , i f  I srael i arms a ren ' t  r un  through the b lack 
market ,  where do Somoza's I srael i arms come from? 
They have to be sent by the government of I srael to the 
government  of  Somoza.  

Severa l Lat in American governments are very wor­
ried by the appearance throughout Latin America of 
those famous l i tt le Uzi I srae l i  machine guns .  Pol ice 
departments and armies are equ ipped with them and 
more crop up every day .  The I srae l i  charge says h i s  
government doesn' t  sel l  arms to Somoza and arms 
appear. And  th ree days l ater, the  State Department or  
the Pentagon ,  w hichever i t  was ,  because a l l  those agen­
cies are a l i ke, turned around two Israel i  sh ips loaded 
with arms for Somoza, mak ing  the I srael i  government 
and its charge d'affai rs look r idiculous,  and demonstrat­
ing that he i s  merely a vulgar l iar . ' He was sent here to 
l ie, but  he can ' t  even earn his pay as a l i a r .  

Our concern with the I srael i case i s  gen uine .  L ike 
many peop les of Latin America, we are ashamed of 
I srael . Poor I srael-when it m ust forget i ts past in order 
to live in  the present ,  i t  i s  committ ing t hose acts it has 
compla i ned of for so long .  For two or th ree thousand 
years, the Jewish people have complai ned of  persecu-

.tion , of massacres, of injust ices, of genocide, and have 
asked the whole world to help them , to raise a cry of 
protest aga inst the Arab countries which,  they say,  are 
attacking them . I don' t  want  to get in to that problem; 
but truly ,  after what the I srael is  'a re doi ng in  my 
country , I frank ly have strong doubts over who is the 
aggressor and who is the attacked . Examp les are l ived 
out in flesh and blood, and we are l i v ing through I sraeli 
aggress ion . Truly, i t 's  shamefu l  that the Jewish people, 
who have m ade great contr ibut ions to human ity ,  who 
have produced sc ientists of great qual i ty, now are 
becoming dist ingu ished for supply i ng arms of great 
qua l i ty to k i l l  a part of human ity wh ich has done them 
no harm . Rea l ly ,  I t h i nk  they are becom ing the modern 
H itlers, becoming that which they hate so much and 
have suffered from so m uch . Maybe there's a psycho­
logical reason ,  but that 's for scholars to answer. 

As  far as drugs are concerned, I must tel l  you th i s .  
A journal ist to ld me what he saw recent ly in  Managua.  
This  man is not  a leftist reporter, not even a centrist , 
but  an u lt ra-conservative . He came back shocked to see 
such scenes, because a l l  over Managua, it 's publ ic  and 
notorious"lhat the G uards (Somoza's troops-ed. )  from 
the Basic Tra in ing School d i rected by Somoza' s son 
drug themselves up before goi ng out  on patro l .  He  told 
of scenes i n  Leon where he was barracked, in a manner 
of speaking ,  a longside the Nat ional  G uard . He told me 
that the G uards who weren ' t  on duty took  turns sn iffing 
cement ,  l i ke  U .S .  I ndians passing around a peace pipe. 
They sn iffed cement ,  construction cement,  which is 

T he Reconstruct ion Govern ment  a ssu mes power 

The complete rout of  the rem nants 
of the mi l itary and pol i tical machine 
of the Somozan dictatorship i n  Nic­
aragua is i n  its fina l  stages as Execu­
tive Intelligence Review goes to press . 
General Anastasio Somoza, whose 
fami ly ruled N icaragua for 40 years, 
has fled to M iami ,  leaving behind ,  as 
his legacy, a country destroyed by 
war . The puppet government ap­
pointed by Somoza to replace h im 
and headed by Francisco U rcuyo , a 
"former" employee of the drug­
l inked Un i ted Fruit Company,  l asted 
one day . The disintegrat ion of the 
National Guard has forced h im to 
flee as wel l ,  as garrisons surrendered 
and turned in their arms across the 
country .  

There is  jubi lation i n  Nicaragua, 
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where the Sandinista-backed Gov­
ernment of N ational Reconstruction 
i s  now in power. Headed by a five­
person junta,  with an 1 8-member 
cabinet already appointed, the Re­
construct ion Government has draft­
ed a program which out l ines their 
goals of  providing for the develop­
ment of  the country: housing, health, 
jobs, industry and educat ion . 

The overthrow of the cont inent 's  
l ongest l ived dictatorsh ip  by popular 
insurrect ion m arks a turn ing point  in 
the Western Hemisphere, much as 
the humanist M exican revo l ut ion of 
1 9 1 7  i rrevocably shaped 20th centu­
ry h istory of  Lat in America. The re­
verberations of N icaragua, 1 979 are 
already being felt in every one of the 
dominant mil i ta ry regimes current ly 
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pol ic ing the inhuman levels of aus­
terity and destruct ion demanded by 
in ternational financial institutions 
l i ke the I n ternationa l  M onetary 
Fund and World Bank .  

What's a head 
But, despite the scare-mongering 
cries of "Castroite Communism is 
now in "ower in Nicaragua" that are 
appear ing i n  the U .S .  p ress, the Re­
construct ion Government represents 
no threat to vital U .S .  i nterests. In  . 
fact, as the i n terview of Executive 
Intelligenae Review Editor-in-Chief 
Fernando Quijano with Dr .  Carlos 
G utierrez, the representative of the 
Reco n s t ruct i o n  Gove rn m e n t  i n  
Mexico, demonstrates, the United 
States now has a potential  new al ly 
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intoxicating, because rei nforcements weren't  reach ing 
them , l iquor  wasn' t  reach i ng them , drugs weren 't reach­
ing them , and they were resorting to devi s ing drugs 
accessib le to them in the barracks .  

That shows the drug picture clear ly .  

Rea ping the whirlwind 
Q :  What is the political-military situation in Nicaragua 
and what k ind of maneuvers are Somoza and the U. S. 
carrying out? 
A :  I th ink  that success is  at hand for the N icaraguan 
revolut ion , that i t  i s  a tri umphant revol ution . The north 
of the country i s  total ly contro l led; the center of  the 
country, i n  total  ferment; the south is  cut i n  two and, 

' where there a re pockets of the National G uard, the 
m i l itary maneuvers of the Sand in ista Front for National 
Liberation prevents them from recei v ing suppl ies at this 
t ime .  Somoza, we m ight  say, has only h is  M anagua 
bunker. National G uard morale is  constant ly fa l l i ng .  
The morale of the people of N icaragua and  its armed 
vanguard i s  constant ly r is ing.  

I n ternationa l  op in ion turns more posit ive toward 
the N icaraguan people every day: There's no doubt 
that few revolut ions have hat! the unan imous '  op in ion 
of a l l  peoples of  the earth in  the i r  favor .  I dare to say 
that I believe that the American peop le have their hearts 
with us. But you know what happens with the American 
people'? For yellrs they have been poisoned by fears of 
com m unism and ignorance about Latin America, . In 
the best of cases , the U .S .  mass media systematica l ly  

has d i storted us or hasn ' t  cared enough about Latin 
A mtrrica, hasn't  g iven us the i mportance wh ich we 
deserve as a cont inent and as countries . And  today th i s  
grave error i s  being shown . 

The U n ited States s imp l i st ical ly bel ieved that Latin 
Americans are I nd ians  with big sombreros taking a 
s iesta under a tree. They never thought of us as people 
with the potent ia l  for in tel l igence, for educat ion ,  people 
capable of di scern ing ,  capaQle of feel i ng,  capable of 
p lann i ng, and capab le of comparing our cul tural ca­
pacity with U $.  culture .  There i s  no doubt we are 

. superior  to many North A mericans in this, because we 
have the two basic e lements of a cul ture: the cu l ture in 
itsel f and its human ist ic complement .  The U nited States 
has lost that sens ibi l i ty ,  it has become more and more 
dehuman ized". M any years ago , a N icaraguan,  Ruben 
Dario,  wrote a poem to (Theodore) Roosevelt say ing,  
. .  You have got everything,  but you are miss ing one 
th i ng, God . "  Th i s  has made A merican society a l i tt le 
forgetfu l  of  fi rst pr incip les . The U .S .  has v iewed us, the 
inhabitants of  Lat in A m erica, as wi ld an imal s .  I t ' s  a 
problem of h uman ist ic th ink ing .  ' 

U n fortunately ,  I th ink  that ( H enry) K i ss inger was 
right when he said that the U n ited States was goi ng to 
reap the whir lw ind ;  but th is  wh ir lwind  is m ade by 
themselves . Today the U .S .  i s  reaping the whir lwind 
not on ly  in  Latin America, but  a l l  over the wor ld .  Lat in 
A merica i s  the worst  for them,  s ince they had an 
erroneous  pol icy ,  because they based their posit ion on 
the worst caste, on the people least competent to rule 

for A merica's founding goals of fos­
teri n g  o the r  h u m a n i s t  rep u b l i c s  
across the  globe. N icaragua i s  no 
I ran, where a med�evalist Khomeini  
is now destroying the country. The 
R ec o n s t ruc t ion  Governmen t  h a s  
made clear its intent t o  develop the 
country. 

A tremendous task of reconstruc­
tion l ies ahead in Nicaragua. The six­
week war carried a heavy tol l :  an 
estimated 40,000 dead, hundreds of 
thousands  homeless ,  starving i n  
food-scarce refugee centers; towns 
and cities in rubble from the Nation­
a l  Guard's indiscriminate bombings. 

Mexican President Jose Lopez Por­
t i l lo  has a l ready ordered that all pos­
s ib le aid be extended for reconstruc­
t ion ,  and Mexican Defense Min ister 
General Galvan has expressed the 
wi l l ingness of the Mexican mi l itary 
to participate in  that aid, including 
sending plane-loads of food,  medi­
cines, and supplies. 

the use of  economic aid to the war­
torn country as the United States' 
greatest "bargaining chip" with the 
new government .  I t  i s  threatening to 
withhold aid i f  U .S .  demands are not 
met,  j ust as, up unti l  the l ast minute, 
the administration deliberately pro­
l onged Somoza's b loodbath against 
the country as a "bargaining chip."  

As  the  leadership of the  new gov­
ernment frank ly  states, if  the job of 
developing the country was monu­
mental  before the war because of 40 
years of Somoza's leeching of the 
population and resources, the job 
fol lowing the war is arduouS. Inter­
national support wi l l be crucia l .  
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The Carter administration ,  how­
ever, has already made clear its i nten­
tion to suffocate the Nicaraguan re­
construction effort in a b l ind effort 
to maintain the previous status quo 
of  the backward, drug-producing­
and-shipping Nicaragua of Somoza. 
State Department spokesman Hod­
ding Carter announced the news of 
Somoza's fl ight two days ago wi th 
the warning that "today's events do 
not mark the end of suffering i n  Nic­
aragua"-if President Carter can 
help i t .  The New York Times and 
other press have already advocated 
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There sti l l  remains the possibility 
of  renegade National Guard units 
running guerri l l a  warfare against the 
government. There are also reports 
of  troops of the Central American 
Defense Council  (Condeca) ,  the Pen­
tagon-run regional mi l itary body, ' 
massing on  Nicaragua's borders. 

If the U .S .  persists in  fomenting 
chaos in Nicaragua, it wi l l  only 
achieve what it protests so m uch to 
fear: an "anti -American" govern­
ment forced to develop in spite of the 
U .S .  

-Gretchen Small 
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in Latin America, on those with the least conscience as 
individuals ,  on corrupt sold iers. There are very honest 
mi l i tary men in Latin America . A group of Uruguayan 
soldiers recently refused to bombard their own people 
and today they are pol itical exiles. Look at the con ­
sciousness of these soldiers . They have their m i l i tary 
training, but they also have their human consciences, 
respect for the l i ves of  others . 

I t 's  very compl icated , I thin k ,  to speak of rel ations 
between the U n ited States and the countries of Lat in  
America , because we Latin Americans become constant 
complainers and we constantly tel l the U n ited States of 
i ts  deficiencies, i ts errors, and it seems l i ke  we are 
preaching in the desert. We, the peoples of Lati n 
America, have tried to get a long wel l  with the Un i ted 
States, with the American people, but we haven't  been 
understood . I t ' s  said that we're "going to go commu­
nist ," but where do they want us to go? To continue 
with i l l iteracy , to cont inue with malnutritio n ,  to cont in­
ue with poverty? Which American earns $ 1 . 50 a week? 
Not for an individual ,  but for a whole fam i l y .  Many  
N icaraguan rural workers earn the  equivalent of that .  

W hat do the A mericans want from us? Why do they 
try to put the brakes on our process of l iberat ion , s i nce 
it is their rulers whose mistaken pol ic ies have brought 
us to this? There's an American senator who told us 
that Somoza i s  an unconscious M arxist .  I say he 's  
completely r ight ,  but I also say :  the State Department, 
the Pentagon ,  the U .S .  Government are ful l  of uncon­
scious Marxists. They say :  " Let's fight  M arxism,"  and 
the  only th ing  they do i s  he lp  make Marxists. I don't 
know what they think of Marxists in  the U nited States, 
but in  Latin America , we've already learned that Marx­
ists-I hope this clears something up-don't  eat grand­
mothers. We've been told that M arxism is something 
horrib le .  Wel l ,  i t ' s  a scientific method which perhaps is 
in accord with N icaragua 's  aspi rat ions .  But we can't 
say : "Since we have socio-economic problems, let 's be 
M arxists ." That's what I 'm saying.  

Now, s ince the U .S .  admin istrations have been so 
dominant,  have made so many mistakes, have been the 
cause of so many m isfortunes in Latin America, have 
been the trad itional oppressors of Latin America, and  
the American people have not protested against th i s ,  
we, the inhabitants of  Latin America, are anti-Ameri­
can .  They have made us anti-American, and not because 
we feel an ob l igation and a sacred duty to be ant i ­
American .  We are profoundly saddened that the U n ited 
States, such a rich people, doesn 't treat our continent 
j ustly, that they put up barbed wire fences to separate 
one human being from h i s  neighbor i n stead of gener­
ating the consciousness of mutual col laborat io n .  We, 
the Latin Americans ,  protest that Americans only see 
us as a source of product ion of raw materials and  as a 
market for their fin i shed products. We, the Lati n A mer­
icans,  protest that our nonrenewable resources are 

exploited ind i scriminately by U . S .  fi rms, without ade­
quate, just , and equ i tab le com pensation .  

The U .s . -run mining compan ies pay off the Labor 
M in i stry officials and the doctors so that they prescri be 
aspi rin i n stead of antibiotics, because it is cheaper for 
them . I th i nk  that a company earn ing enormous quan­
t i t ies of dol lars can set up a little hospital . 

A l l  that the N icaraguan worker asks is to be able to 
l ive l i ke  the poorest worker in the U n ited Sta tes. Th is  
is no b ig crime .  What 's  crim i nal i s  to say , for the sake 
of preventing commun ist penetrat ion ,  that we have to 
go on l i v ing in ignorance, in poverty , with al l the resul ts 
of this ,  l ike  i l l -health . I wou ld  l i ke a group of American 
fam i l ies to come and l i ve for th ree or four weeks in  the 
conditions under which our peasants l i ve. Perhaps then 
they would understand our countries' need of profound 
social  and economic transformat ion ,  because perhaps 
on ly by living i n  need could this be understood . Because 
the American tourists come to the Acapulcos, the 
Puerto Val lartas, to the n ight c lubs,  they go to N ica­
ragua to fi sh for �harks ,  but they don' t  pay atten t ion to 
what's around them . . . .  
. . .  ( I )  guarantee that in Latin America we know more 
about U ni ted States h istory than you do i n  the United 
States. Take any student here ( in  Latin America) ,  he 
knows more U .S .  hi story than his U .S .  counterpart . 
This  is what the U .S .  ought to worry abut instead of 
meddl ing in the affairs of other cuntries . They should 
concern themselves with racial integration ;  they should 
worry about the sharpshooters wa lk ing around in 
Houston or in  New York ,  h iding in towers and k i l l i ng 
people .  They should analyze what's going on in that 
society . The U .S .  should concern itsel f with why its 
ch i ldren are attacking their teachers to such an extent 
that there are even statistics on this .  I read in the San 
Francisco Chron icle about how many teachers wi l l  be . 
attacked by thei r primary school students th i s  year. 
They have problemg with their youth . They have prob­
lems like drug addict ion . And ,  if that weren 't enough, 
they have very serious prob lems now as a result of the 
Vietnam war, of masses of Vietnamese citizens l iv ing in 
the U .S .  with another cul ture .  

Now I a sk  you ,  doesn ' t  the U n i ted States have 
enough problems of its own without look ing for them 
with the people of N icaragua, EI  Salvador, U ruguay, 
Argentina,  trying to dominate them , subjugage them, 
and tel l us who ought to govern us, or i f  i t ' s  advi sable 
or not for us to go commun is t !  Let the U n ited States 
fi rst decide what's most advisab le for the U n i ted States. 

The Reconstruction Progra m 
Q :  Doctor, could you describe for us the principal 
changes ant icipated in  the program of the Government 
of N ationa l  Reconstruct ion? 

A :  There are changes on the po l i t ical level , changes 
on the social  leve l ,  on the admin istrat ive leve l ,  in other 
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T he progra m of Nica ragua's  new govern ment 

The following is a summary of the program of the 
government of Nicaragua 's Government of National 
Reconstruction. Its main planks are agrarian reform,  
housing ( urban and rural) , education and health . It 
calls for all properties and land of the Somoza family 
to be expropriated. 

I .  The new N icaraguan government w i l l  be one  of  
democracy and  socia l  j us tice, which w i l l  guarantee 
the fu l l  r ights of a l l  N icaraguan cit izens to po l i t ical 
part ic ipat ion and un iversal suffrage. 

2. Executive power w i l l  res ide with the j unta, 
which wi l l  designate a Counci l  of State.  to be m ade 
up of 33  mem btrs, represen tatives of the pol i t ical 
and socio-economic sectors of the country .  

3 .  The n ew a'rmy wi l l  be com posed of the San­
d i n ista Nat ional  Li berat ion Forces ( FSLN ),  sold iers 
and  officers who have demonstrated honest and 
patr iot ic conduct i n  the  face of  the Somoza d ictator­
sh ip ,  and those who have jo i ned the fight for the 
overthrow of  that regi me.  

words ,  changes which wi l l  affect the ent i re structure of  
N icaragua .  For  50 years we have l i ved with a system 
that has proved i tself  of no  benefi t  to the majority of  
N icaraguan people .  

I n  broad outl i ne i t  could be said th!lt there m ust be 
a complete reorgan izat ion of the ownersh ip  of the 
weal th .  We need ful l  agrarian reform . The m ajor i ty of 
our arable land i s  in  the hands of  Somoza and his 
associates, wh i le the peasant has nowhere to grow his 
crops .  This  'makes fu l l  agrarian reform imperative. 
Otherwise, respect for private property in  N icaragua 
wil l  be assured . We wtll achieve th is through a m i xed 
economy: pri vate property, state property , and  a com­
binat ion of private and state capital  in  some sectors .  
This  wi l l  exist i n  a l l  areas of  the N icaraguan economy . . 

But  we basica l ly need a complete clean-up i n  the 
representation of the in terests of the people of  N icara­
gua, i .e . ,  the disso lut ion of the present  congress and its 
replacement with ind iv iduals who fa i thfu l ly adhere to 
the i nterests of  the classes they represent .  We must 
el im inate the judicial  power that has been at the service 
of repression ,  at the service of a si ngle fam i ly .  It m ust 
be d issolved and replaced by a system of j ust ice worthy 
of the name, adm i n isteri ng just ice with a st rict sense of 
purity. Our Supreme Court magistrates have t rad i t ion­
a l ly been venal jUdges. They m ust be replaced . The 
execut ive branch m ust be com�letely purged and the 

4 .  Foreign pol icy w i l l  be independent and nona­
l igned.  

5 .  A m i xed economy w i l l  be establ i shed, with the 
coexistence of  a state sector and social property with 
clearly defi ned scope and features; a private sector; 
and a th i rd a rea i nvo lv ing jo in t  investment by both 
pub l ic and private sectors. 

6. A popu lar  agrarian reform w i l l  be establ ished, 
and expo rt of  agricu l tural products w i l l  be brought 
under state control . 

7 .  Foreign debt wi l l  be restructured and renego­
t iated . 

8. Foreign investment w i l l  p lay a strictly comple­
mentary role to domestic efforts .  Foreign i nvestment 
wi l l  be treated in the same manner as the acquis i t ion 
of  techno logy, i ndustrial property , and the system of  
trademarks and patents. 

9. Property and act iv it ies of the private sector 
not d i rect ly affected by measures establ i shed orfore­
seen by this program w i l l  be fu l ly respected and 
guaranteed. 

era of boss-ism and un i lateral decis ion-mak ing must 
end .  Therefore, the new government  i s  mak ing decis ions 
as  a col lective body, so as not to fa l l  i nto the trap 
whereby General Somoza or General So-and-so d ictates 
what m ust be done .  It is a highly pr inc ipled body which 
analyzes problems that have prev iously been studied by 
various com m ittees and makes its decis ions as a col lec­
t ive body. 

It 's s imple logic that five heads think better than 
one, and bel ieve me, the Provis ional Government has 
five extremely in tel l igent and wel l  prepared heads. Ser­
g io  Rami r�z is an in tel lectua l ,  a cu l tured man;  an 
absolute guarantee of correct think i ng, as a l so is Moises 
Jasan . A l fonso Robelo's background is in private en­
terpr ise, a businessman who knows how business works.  
He  has a wel l  o rdered m ind ,  trained i n  U .S .  universi ­
t ies-you see, we a l so w i l l  absorb U .S .  techno logy . 
. .  . He's  a good admin istrator and has demonstrated this 
i n  h i s  bus inesses. Commander Daniel  Ortega has an 
un im peachable revol ut ionary record . He i s  an i dealist 
who w i l l  not permit capitU lat ion no matter how much 
blood i s  shed by his own comrades in the process of  the · 
N icaraguan revolut ion . And  V ioleta Chamorro i s  the 
representative of the N i caraguan woman (in the gov­
ernment-ed . ) ,  despite Latin A merican machismo, 
which the North American society always throws in our 
faces . The N orth A mericans don't real ize that they too 
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are m achos.  The North A merican society i s  actua i ly ' 
mU,ch more macho than Latin society; look at it and 
you wi l l  see. 

But the U .S .  government ,  the Pentagon, the State 
Department ,  the C I A ,  and all the negot iators that have 
been sen t have said that  we don' t  have j ust  representa­
tion in this government,  that the in terests of  all N icar­
aguans are not represented . What moral authority do 
they have to j udge our in terests? What moral authority 
does Carter have-who has been a betrayer of h uman 
rights-to j udge i f  we have authent ic representation? 
What mora l authority wou ld  we have to j udge the 
American people for having elected Carter? These are 
the U n ited States's i n ternal problems .  Certa in ly  the 
image of  the U n ited States during Carter's presidency 
has decl i ned enormously in the world,  wh ich considers 
h im . an inept p resident, a president who doesn ' t  know 
why he 's  there, and as we say in Lat in  A merica, one 
who's not worth a pean ut .  But  these are the Un ited 
States 's  problems .  In any case, the Un ited States shou ld  
real ize that the person they elect as  pres ident affects the  
enti re world by h i s  i n fluence; that they sho uld elect 
peop le worthy of respect, not mediocre people; knowl­
edgeable people, not ignorant ones ;  capable  and decent 
people .  You, M r . Quijano,  who l ive there, should ask 
youse lf  i f  th i s  has not been the case for recent U .S .  
leaders . 

Our govern ing program inc ludes everyth i ng re levant 
to the people of N icaragua: educat ion reform,  gradu­
ated levels of socia l  assistance, to be handled by med ium 
level spec,ia l i sts .  We m ust sol ve th i s  problem using 
medi um  levels (of specia l ization-ed . )  because our  l im­
ited . resources m ust be  carefu l ly  adm in istered .  (We 
cannot afford) to reject a young man who has  had  1 8  
or 2 1  years of education because he d idn ' t  get a degree . 
We are go ing to make use of the acqu ired knOWledge 
of th i s  i nd iv idual  and put i t  to use for the society . We 
are such poor countries that we m ust take advan tage of 
and channel a l l  our  resources. into our  program .  

One of  the fundamental aspects o f  the program i s  
reconstruction and hous ing .  Even i f  there hadn' t  been 
Somoza's mass ive destruction of the nat ion of N icara­
gua, programs of reconstruct ion and const ruction of 
adequate hous ing wou ld  have been necessa ry . Our  
hous ing problems have been aggravated by  t he  bomb­
ings, but even so, there were neighborhoods before in  
the very capital  of M anagua that d idn ' t  have runni ng 
water, but a wel l  where residenis had to go and fetch 
water in buckets; not to ment ion the countrys ide .  The 
housing problems  there are horrendous .  The maj ority 
of  houses in  the countrys ide have d i rt floors and one or 
two tiny rooms where they cook and where the mother, 
the father,  and the ch i ldren a l l  l i ve together in  absolute 
promiscui ty . And in addi t ion to the whole fami l y ,  there 
are two or three dogs, ch ickens and other an ima ls .  Th i s  
promi scu i ty wi th  the an imals ,  the d i rt floors, the abso-

l utely unhealthy conditions-to get dr ink ing  water or 
water to wash cooking utens i l s  you have to go to the 
r iver-creates very serious public health problems . It 
especially produces the pro l i feration of gastrointest inal  
d i seases wh ich dec imate our popu lat ion, our  ch ildren . 
On ly  one out of every seven N icaraguan ch i ldren reach� 
es the age of five. Picture a Nicaraguan country ch i ld .  
and you see a l i tt le ch i ld  with wasted l imbs, yel low 
co lorat ion,  worm infested . . . .  emaciated with extended 
be l l ies .  These ch i ldren are l i teral ly dy ing l i ke fl ies . 

So, the problem of the Provis ional Government, 
even without the bombings, was a l ready serious: the 
extremely serious problem of provid ing housing for a 
great part of the popu lation . And provid ing housing 
doesn 't mean bu i lding houses of wood (of st icks,  they 
say over there), or of  boxes . I would very m uch l ike 
you to see the documentary made in the U .S .  for you 
to see our  housi ng problem s .  I n  M anagua i tsel f, people 
go to the ban ks  of Lake Managua, to the garbage 
dumps,  to get o ld  boxes-boxes that had been thrown 
in the garbage-to make the wal l s  of their houses. l;h is  
is  someth ing J have also seen in some cit ies i n ' the  
Un i ted States: wooden ,houses, terr ib ly poor, especia l ly 
in the b lack di stricts o f  Oakland (Cal i fornia) .  But with 
o ld  boards ,  the houses of these people in  the b lack , 
d i st r icts are veri table pa laces compared to the card­
board houses of M anagua . . . and h uman bei ngs l i ve 
there .  Th is  i s  what the U .S .  leaders don 't understand .  

I ' m  going t o  give you t h e  program o f  the Govern­
ment of Nat ional  Reconstruct ion of N icaragua .  That's 
the reason I don't want to talk anymore about spec ifi,c 
prob lems .  I ' m  going to give i t  to you so you can see 
there's no com m unism there. And I would appreciate 
i t-I ask you as a favor-if you would publ i sh it in 
broad out l ine so that U .S .  publ ic  opinion can be made 
to real ize that there is no com m unism there, only the 
vital  necess i t ies of h uman bei ngs .  

T h e  Question of Debt 
Q: Accord ing to the press ,  the revolut ionary govern­
ment has decided to recognize, but renegot iate N ica­
ragua's foreign debt . What can you tel l  us about th i s? 

A :  We are going to take a very measured approach , 
of approach ing our problems with a great deal of 
pat ience. We've had th i s  patience for 50 years . But this 
patience cannot take fu rther st retch ing .  It 's going to be 
a pri ncipled patience, wel l  thought out and  very respect­
fu l toward a l l  of the in ternat ional inst i tut ions .  

I n  the fi rst p lace, as regards the money quest ion ,  
the renegotiat ion of our  pub l ic  oebt  i s  a categorica l 
i m perative of honor for us .  A l l  of  N i caraguan pu blic 
debt has been awarded for the benefi t  of one fami ly, 
for the benefit orone m i l i tary group, and for imperial is t  
domi nation in my country .  Let these gentlemen not be 
offended by our  tel l ing them the truth , because we' re 
go ing to te l l  them the truth .  And  we' re going to tel l  the . 
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I nternat iona l  M onetary Fund ,  the World Ban k ,  and a l l  
the other i nsti tut ions ,  that the i r  a id  i s  i n  th i s  or that  
Swiss  Ban k  and that i t  never reached the ,N icaraguan 
peop le .  The last programs for wh iCh we acqu i red an 
enormous foreign  debt .  were for hous ing and agricu l ­
tura l  programs .  The agricu l tura l  ones have consi sted o f  
sowing bom bs i n  t he  countryside.  Th i s  is  a new method 
of cult ivat i ng the land d i scovered by Somoza: d rop 
bombs on the peasants to see i f  they ' l l  grow . . .  

We have a l ready stated that the publ ic  debt i s  going 
to be renegot iated because we are in  a postwar econo­
my .  We are going to recogn ize the publ ic debt  even 
though i t  h as not been appl ied to the use� for wh ich it 
was authorized , and in spite of the fact that  the i n ter­
nationa l  agencies that have given the m oney have 
covered up th i s  m isuse. The I n ternat iona l  Monetary 
Fund i s  aware that a l l  of the loans they have recent ly 
given Somoza have been used to buy arms;  nevertheless, 
they have d isregarded that fact · and have approved 
these loans supposedly for agricu l ture, const ruct ion 
programs, and  a l l  the rest . Even so,  we a re going to 
recogn i ze and  renegot iate our  publ ic debt .  But natura l ­
ly ,  th is  has one  l im i tat ion :  i f  they grant a loan to 
Somoza righ t now, they do so at the ir  own ri s k .  The 
company o r  ban k that g ives money now is g iv ing i t  
persona l ly  to Somoza, not to the government .  

Now,  we k now that the  problems of reconstruct ion 
are goi ng to be d i fficult  and are going to be very ' 
expensive .  We have fai th  in i n ternat ional sol i darity . We 
look to the burden of  conscience which the U .S .  m ight 
feel ,  i f  i t  fee ls any.  We hope that ,  given the respons ib l ity 
they have had in a l l  of this ,  they wil l  not  stand i n  our 
way and that they wil l  now leave us i n  peace to 
reconstruct N icaragua .  But i t  i s  a very m i staken per­
cept ion of the U .S .  leaders that  N icaragua can be 
rebui l t  only with U .S .  cap i tal . There are other nat ions 
that  have helped in  the reconstruct ion of  other coun­
tries-European nat ions ,  l i ke Sweden,  that  have helped 
i n  the reconstruct ion of  other countries . When we had 
the earthquake in N icaragua (in I 972-ed . ) ,  capi ta l  
came from many parts of  the world . And we are 
th i nk ing of attract ing nontrad i t ional  capi tal  to N ica­
ragua on a basis of mutual respect and on the basis 
that the laws of N icaragua are obeyed . 

I No one should con fuse a private company wi th  the 
secu r i ty i nterests of a nat io n .  Th is  i s  what A mericans  
have tradi t iona l ly  done i n  N icaragua .  The  State De­
partment has been ,  so to speak ,  the guardian of  a l l  the 
mult i nat iona ls ,  the guarantor that thei r  loans would be 

. repa id .  Therefore, nontrad i tiona l  capita l  throughout 
the world, especia l ly from the open and democratic 
Lat in  A merican  count ries who wan t to help us i n  the 
process of  reconstruct ion , i s  welcome to N iCli;ragua.  
The on ly  condi t ion is m utual  respect and  fa i r  t reatmen t .  
We  have t he  example of M exico, wh ich i s  a t  t h e  po in t  
of economic take-off with its o i l  boom . 

I bel ie� that a l l  the peoples of Lat in America are 
going to have to t rade more among ourse lves, to have 
c loser re lat ions among ou rse lves, to m utual ly  protect 
each other,  and protect our  economies th i s  way. 

We are ful ly  aware of the prob lem that faces us .  
But ,  as I sa id yesterday i n  a conversation ,  after a l l  we 
have been through,  we are prepared to endure come 
what may .  We are a lso aware that we wi l l  be faci ng 
ser ious austerity . And  the N icaraguan who bel ieves that 
o'nce we are through with the problem of Somoza there 
w i l l  be great flows of capi ta l ,  lots of money i n  N icara­
gua,  that the problems of  construct ion w i l l  be im me­
d iately resolved, that there w i l l  be p lenty of work , that  
there wi l l  be food for free, · that the problems of publ ic 
health wi l l  be resol ved i n  48 hours ,  i s  tota l ly  m i staken . 
A revo lut ion m ust  be bu i l t  there wi th  t remendous 
sacr ifice. We face t remendous problems ,  but  we choose 
this road . 

Freedom ha s  a price and it is large, and  we are 
goi ng to pay i t .  We are al ready paying the price with 
blood today ;  t9morrow we wi l l  pay i t  wi th work .  A n d  
I bel ieve that t h e  strength and  honor reflected b y  the 
provi s iona l  govern ment in recogniz ing the pub l ic 
debt-[wh ich was] poorly used, poorly appl ied and  
granted ma l ic iously and  wi th  fraud-represent s  a guar­
antee for future capi ta l ,  and  i n vestors wh ich w i l l  say : 
"Wel l ,  i f  the pub l ic  debt, though badly gran ted, i s  
recogn ized , how could debt wel l gran ted no t  be  recog­
n ized?" N icaragua w i l l  have to manage every last cen t  
honest ly .  A n d  we  bel ieve that with a total ly honest 
admin i strat ion ,  if not in the short term at  least in a 
reasonable t ime ,  we wi l l  be able to reach an adequate 
level . 

The threat of i ntervention 
Q: Some people think that .  given the results of the recent 
OA S consultative meeting. the risk ofa U.S. invasion has 
disappeared. But the U. S. government does not appear 
resigned to the victory of the Nicaraguan revolution and 
is openly trying to intervene in Nicaragua. even militarily, 
How do you judge this danger? 

A :  Look ,  we have not  e l im i nated the possib i l i ty of 
a d i rect i n vas ion by the U .S .  For many of  the officials 
o f  the Pen tagon ,  the C I A ,  the State Department,  and 
the pres idency of the U . S . , i t  i s  an i mperious necess i ty .  
F o r  others, i t  i s  a shameful act . I t  depends on wh ich 
s ide you look at i t .  But  i f  we were to th i nk  that with t he 
results of the OAS meet ing the dangers of  a un i lateral 
armed i nvas ion from  the U .S .  had stopped, we would 
be in the seventh galaxy, sect ion two. 

We have our feet on  the ground  and we are aware 
that  th i s  danger is i m m i nent .  The U .S .  i n  turn ,  m ust be 
aware that  we are dec ided . I f  we were to be defeated 
m i l i tar i ly ,  it would be the first t i me that  the U .S .  army 
would have defeated an armed people .  If they d id  not 
learn wi th Sand ino (a Republ ican l i berat ion  figure i n  

Ju ly  24-July 30, 1 979 EXECUTIVE I NTELLIGENCE REVIEW Special  Report 27 



the early 1 920s-ed. )-whO. with st icks and stO.nes gave 
a spanking to' a wel l -O.rgan ized army such as the U .S .  
army-if they d id nO.t  learn a lessO.n in  V ieinam , wel l 
they w i l l  have to' be taught anO.ther lessO.n .  B4t, anO.ther 
thing that m ust be taken into' aCCO.unt  is that t imes have 
changed a great deal .  They cannO.t drop an atO.mic  
bO.mb O.n us  and w ipe us O.ff the face O.f the m ap.  They 
cannO.t sen d  the i r  army i n  with impun ity and c la im a 
war between the U .S .  and N icaragua .  It wO.uld be 
r idiculO.us .  Even i f  they WO.n the war, they wO.uld be the 
great 100sers. 

I ask myself if A merica's YO.uth are prepared to' d ie  
i n  the N icaraguan cO.untrys ide i n  defense O.f U n ited 
Fruit, in defense O.f the m ult i nat iO.nals ,  i n  defense O.f 
Carter's "human r ights ." N O.tice the fO. I lO.wing fact: 
when the U .S .  was at war wi th  KO.rea , there were no. 
demO.nstrat iO.ns aga inst the draft, at least nO.t as publ ic  
as with the Vietnam war. A great number O.f A mericans  
refused and made pub l i c  their O.ppO.sit iO.n to' that  war .  
Even Cass ius Clay refused to' go. .  Al l  th i s  we have seen ,  
we  have thO.ught abO.ut i t ,  and wh i l e  we  are aware that 
American YO.uth have problems, we are also. aware that 
A merican YO.uth is changing and i t  wi l l  nO.t be easy to' 
feed them e l i t i st i deas . 

That's what I see i n  terms O.f  d i rect i n tervent iO.n . But  
we a lso. see the danger O.f  the U .S .  using  the OAS,  us ing 
T I A R  ( I nter-American Defense Treaty-ed . ) ,  parami­
l i tary O.rgan i�at iO.ns,  CON D ECA (Central A merican  
Defense CO.unci l-ed . ) ,  O.r w hatever, t o'  in tervene i n  
N icaragua .  There i s  a l so. t he  pO.ssib i l i ty that t he  i nvasiO.n 
wO.uld nO.t be an armed i n terventiO.n ,  but an ecO.nO.mic 
in tervent iO.n . But we th ink  that the U .S .  wO.uld have a 
d ifficult t ime putting up a blO.ckade l i ke they d id aga inst 
Cuba.  We have cO.nfidence i n  the cO.untries O.f  Latin 
America ,  they wi l l  nO.t let themselves be pul led in to' that 
again .  The OAS-an O.rganizatiO.n wh ich we cO.nsider 
anachron istic, O.bsO. lete, a to'y in the hands O.f  U .S .  
imperial i sm,  a State Department pet-rebel led .  The  pet 
b i t  its master . Why? Because we Lat in Americans  are 
tired O.f what happened to' the DO.m in ican Republ ic ,  we 
are tired O.f the Nicaragua O.f 1 9 1 2, O.f 1 932 ,  and we are 
a lso. t i red O.f  prO.tecting the image O.f the U n ited States. 

N icaragua stands befO.re �he eyes O.f the wO.rld .  We 
have here a smal l ,  pO.O.r cO.untry, a Th i rd WO.rld cO.un try , 
and 1000.k at the recO.gn i tiO.n  we have recei ved :  frO.m 
Libya, I raq, V ietnam, so. far ·  frO.m us and yet 1000.king so. 
clO.sely at the events i n  N icaragua .  And the U . S .  can no. 
100nger in tervene with such · impunity i n  N icaragua .  
ThrO.ughO.ut  the wO.r1d anti- im peria l i st battles a re bei ng 
debated and suppO.rted . W ith what authO.rity dO.es the 
U .S .  cO.ndemn the Cuban in terventiO.n in  AngO.la and 
favO.r in tervent iO.n in  N icaragua? One gO.es aga inst their 
interests and the O.ther in favO.r O.f them . My G O.d, O.ne  
wO.uld  have to'  be. b l i nd  nO.t  to' see th i s  as rea l i ty: 

We are aware O.f three pO.ss ible k inds O.f in tervent iO.n :  
direct, ind irect and thrO.ugh ecO.nO.mic means .  We be­
lieve that the last is what they are gO.ing to' go. w i th .  

And ,  sim u ltaneO.usly, they are go ing  to'  try everything 
to' keep us i n  a CO.nstan t  state O.f  guerri l l a  warfare .  'jIe 
are certa i n  that the Nat iO.nal  Guard wi l l  nO.t be rea l ly  
reti red . They wi l l  be  ret i red, but sim u lta neO.usly the 
U .S .  wi l l  use them to' encO.u rage guerri l la warfare in  
N icaragua.  We are sure O.f  th is .  What is more: we are 
sure ,  but hO.ping we are wrO.ng .  

We respect the U .S . ,  but we dO.n ' t  t rust i t .  We have 
no. reaSO.n to' trust the U .S .  when for years it has treated 
N icaragua so. unj ust ly .  One th ing is the respect it merits 
as a nat iO.n and anO.ther t h i ng is confidence in its 
leaders . DO.n ' t  bel ieve that by heavi ng a sigh the revO.­
lut iO.n wi l l  be WO.n and everyth i ng wi l l  be O.ver. No.,  no. .  
As a 100cal telev is iO.n CO.mmentatO.r says: "There is s t i l l  
mO.re to' cO.me ."  

The children will forge the future . 
Q :  One question interests us greatly: the education (�l 
the children and the fight against the destruction (�lyouth 
through harmful drugs. Surely. you ha l'e thought lIIuch 
about these tasks ,  how to educate the new generatio/l.\· 
afier Somocismo. . . .  

A :  I defi n i tely believe that . the CO.rrect guidance O.f 
O.ur  YO.uth i s  a nO.ble task . Our  nat iO.ns ,  i ncl uding the 
U .S . ,  wi l l  100se the ir  strength i f  the ir  YO.uth are nO.t 
prO.perly gu ided.  One O.f the mO.st seriO.us prO.blems i n  
Lat in A merica ,  and O.f my cO.untry as wel l ,  is  that O.f the 
ch i ldren . From l;l medical viewpo in t, we have the figure 
that O.n ly O.ne O.ut  O.f every seven ch i ldren reaches the 
age O.f  fi ve . There is  a t remendO.us prO.blem O.f i l l i teracy . .  
There are nO.t enough schO.O.ls nO.r the basic necessities 
to' g ive even an elemen tary educatiO.n to' the ch i ldren . 
There are no.  decent  n utr i t iO.n programs fO.r the ch i ldren . 

I beli eve that the future O.f the cO.untry w i l l  be fO.rged 
through i ts  ch i ldren .  It is nO.t the present generatiO.n 
which wi l l  benefit  frO.m the gO.vernment 's  prO.grams .  
We are cO.n struct ing a nat iO.n fO.r O.ur  chi ldren . Our 
effO.rts tO.day wi l l  lead to' the achievements O.f ,our 
ch i ldren . The i mprO.ved l iv ing cO.ndi t iO.ns ,  better hea l th ,  
better cu l ture ,  a l l  the achievements O.f  the revO.lut iO.nary 
prO.cess. The majO.r i ty O.f  the techn ica l  programs to' be 
launched in a l l  areas O.f N icaragua wi l l be d i rected 
tO.ward the ch i ldren . We in the prO.vis iO.nal  gO.vernment 
are cO.ncerned abO.ut the ch i ldren . Because we ' knO.w 
that O.ur  p lans are gO.ing to' take effect when the chi ldren 
O.f tO.day reach 20, 25 and 30 years O.f age, when they 
are the men who. gO.vern the cO.untry, when we pass O.n 
to' them the leadersh ip  O.f a coun try, so. that they wi lL  
j udge us d i fferently frO.m the way we j udge O.ur  parents. 

If O.ur parents had taken the road O.f struggle that 
we have chO.sen so. decisively, perhaps we wO.uld have 
had anO.ther SO.rt O.f  cO.un try .  I f  O.ur  parents had said to' 

. the U .S . :  " N o., si rs, do. nO.t meddle i n  the affa i rs O.f 
N icaragua ,"  i f  they had been as hard as we nO.w are, 
tO.day O.ur ch i ldren would nO.t have the need and the 
danger of tak ing  up arms to' fa l l  O.n  the fie ld O.f  cO. m bat .  
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· You have seen the ch i ldren of N icaragua on telev i­
s ion, M r . Quijano .  I n  the I n ternational Year of the 
Ch i ld ,  th i s  wi l l  be the fi rst revolut ion in  the world won 
by ch i ldren . Someth ing very sign i ficant happened on 
June 9 ,  1 978 ,  in  the city of  Estel i ,  when the G roup of 
Twelve entered N icaragua . We en tered N icaragua on 
June 5 to form the Broad Opposition Front, to promote 
the pol i t ical work of  the Sandin ista National L iberat ion 
Front ,  to ach ieve the un ity of  the N icaraguan people,  
to carry out  the pol it ical task of creat ing an  anti­
Somocista front ,  and we toured d i fferent parts of  the 
repub l ic .  

. 

I n  Este l i ,  Father M iguel O' Escoto ,  who i s  today in  
the  OAS,  was  speak i ng before a jun ior  h igh school 
which was on  stri ke because a 1 4-year-o ld  student had 
been k i l led . He was expla in ing to them what was beh ind  
the  Group of Twelve and the  FSLN , the  reasons for ' 
the battle i n  N icaragua, what forces were moving,  so 
that they would understand the problem from a d iffer­
ent point  of view, from that of a priest and of a member 
of the Group of  Twelve. They asked quest ions ,  they 
went to the podi �m,  they quest ioned Father O' Escoto 
through the m icrophone. They were jun ior  h igh school  
students .  A delegat ion of elementary school  ch i ldren 
arrived and requested perm ission to enter and partici­
pate. They were l i sten ing and, then , a l l  Of the sudden, 
one of the boys asked permission to rai se a question . 
The· eight-year-old  went to the m icrophone and said :  
" Father M iguel O' Escoto, what can the ch i ldren of 
N icaragua do for the revo lut ionary process in  ou r 
country'?" Those of us who were there trembled from 
head to foot,  because we had been told that the N ica­
ragua people were depol i t icized, that they did not k now 
how to fight, that we would have to spread conscious­
ness and that th is  was our m ission .  And we said to 
ourselves that if  this was our m ission ,  then we had 
fai led because our m ission had a l ready been accom­
pl ished. I f  an eight-year-o ld ch i l d  has th i s  conscious­
ness, it i s  clearly absurd to th ink that he is immature .  

The  N icaraguan ch i ld  i s  in  the  battle because of  a 
bio logical need to survive . You have seen ch i ldren on 
televis ion who, when asked "Why are you in  the fight'?" 
would answer " I f  I don't  fight, the Somocistas w i l l  k i l l  
me ,  and . I  don' t  want Somoza. "  When a 1 2  or l 3-year­
o ld chi ld ,  or one even younger, has this consciousness 
of the need to fight, we m ust th ink seriously about what 
i s  goi ng on with that country .  And you must look at 
one very strange thing: in the In ternational  Year of the 
Ch i ld ,  the N icaraguan chi ld-poor, immature,  il l iter­
ate-has something very great: he is g iv ing his l i fe for 
the cause of l iberty for h i s  people.  These ch i ldren  a re 
g iv ing a l l  they have, the i r  own l ives, which i s  the on ly  
patrimony they have .  And we,  what right do we have 
to deprive them of  this i f  they want to l i ve i n  a country 
which they want to bu i ld  for themse lves? 

The ch i ldren of N icaragua have seen the condit ions 
in  which their older brothers and their parents have 

been ra i sed and they do not  wallt to continue l iv ing i n  
these condit ions .  S o ,  they rebel t o  have a better l i fe .  
The examples are  i nnumerable.  

We have seen how Somoza, conscious of this prob­
lem ,  has tried to exterm inate the chi ldren of  N icaragua, 
the youth of N icaragua.  All youth from eight to 20 
years are assassinated by the N at ional  Guard. N icara­
guan mothers say to their ch i ld ren :  "Go with the 
Sandin i sta Front ," not because they want to part with 
their ch i ldren ,  but because i t  i s  a chance to l i ve .  The 
chi ld  has a chance of defending h imself. I f  he stays at 
home,  the Nat ional  Guard w i l l  come in and k i l l  h im .  
The  examples are count less and  I w ill give them to  you, 
together with the government's program, the report of 
the OAS Commiss ion o n  H um a n  R ights, where you see 
the huge number of youth ,  of ch i ldren assassinated. 

The ch i ldren of the U .S .  have enormous ly caught 
my in terest. I have three sons and I am invo lved in this 
so that my sons  wi l l  have an example of  how they m ust 
bear themselves . How can I present myself  to them i n  
the future i f  I do not bear myself correctly? But look ,  
i n  my country, ch i ldren are shoeshine  boys.  I n  the 
countryside, they m ust abandon thei r studies of three 
or four months ,  because they m ust help provide for 
their fam i l ies . I know American society. I belong to 
many scient ific . academies in the U .S . ,  I have studied i n  
American un iversit ies .  Therefore I have h a d  extensive 
contact with the U .S .  Thei r ch i ld ren have caught my 
attention .  I have seen them constantly playing i n  the 
parks in their b luej eans  and their  tenn i s  shoes . There 
are ch i l d  care centers in the barrios of San Francisco . 
By the Cow Palace, there is an enormous park ;  I 
enjoyed, when studying at the Un i versity of Cal i forn i a  
and l i ving  there ,  going to the  park, seeing the chi ldren 
play there.  There i s  a footbal l  fie ld ,  a basebal l fie ld ,  
races ,  they ride the i r  bicycles .  A t  th i s  very moment, 
whi le  we are ta lk ing ,  i n  N ew York ,  i n  Los Angeles, i n  
al l  parts o f  the U n ited States, ch i ldren between the ages 
of eight and 1 5  are in some park playing basebal l ,  i n  
some center eati ng their hot dog, their hamburger, the i r  
chi l i -burger, and anything you cou ld  want-of course, 
with the i r  key a round  their necks ,  but, in the end ,  
having chi l dren 's  fun .  I w i sh  that the chi ldren of  my  
country were in  th i s  s i tuat ion and not i n  the m ountains 
of N icaragua o r  in the cit ies of  N ica'ragua involved in 
a shootout, taking a l i fe or g iv ing h i s  l i fe .  

A ch i l d  of  ten o r  eleven i n  my country knows what 
i t  i s  to k i l l  a G uard; he knows what i t  i s  to take a 
human l i fe .  And they do it consciously, because they 
know that if they do not take that l i fe ,  that man wi l l  
take theirs .  This i s  terr ible; when human beings come 
to such cann iba l i sm,  to this process of  destruction .  If i t  
i s  a s i nfu l  thing for an adult ,  i t  i s  a terrible tragedy 
when a ch i ld  has to k i l l  another human being.  I envy 
the American chi ld who is p lay ing i n  the park, who i s  
watching a televis ion program ,  i nstead of  being out 
there with a gun k i l l ing people.  But I am also worried, 
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and I ask myse lf: "Th is  ch ild, at 1 8 , at 20 years of age. a jeep that was carry ing National Guardsmen . He told 
when he enro l l s  i n  the a rmy or in  the marines, i n  what us that  it was a "presto bomb" because it was in a jar 
country of the world is he going to die?" \ of  Presto coffee that he had the bomb, and he saw them 

I have honestly asked myself th i s  quest ion many bounce and he saw them stretched out . 
t imes upon seeing an A merican ch i ld .  I had a neigh bor M y  God, I say to myself, th is  ch i ld  who has wound-
when I l i ved in Ca l iforn ia .  His name was M ike; he m ust ed or k i l led several National  Guard sold iers, li ved in 
now be a boy of some 16 years ,  the i m age of the my house,  and played footba l l  with my son . One has to 
A merican boy with h i s  key beca.use his paren ts have see th i s  ch i ld  at 1 0  o'clock at Fl ight ,  dead asleep . I n  the 
gone' to work .  Then the ch i ld  a lways had the housekey day, an activ ist ,  the youngest pol i t ical ex i le  that was 
dangl ing from h i s  neck ,  l ike  an ant i -rabies card . He  ever i n  Mexico wi th h i s  bucket col lect ing a id for N ic-
wou ld come in and open h i s  refrigerator and take out  aragua;  he gave speeches, press i n terviews, he did a 
what h i s  parents had left for h im  to eat and go out whole series of th ings .  At n ight ,  he came to my house, 
aga i n .  He would come to us and say to my mother or played with my son,  and was a ch i ld  agai n .  At n ight ,  
to my wife: " Listen, g ive me frijoles . "  Beans fasc inated he used to come in  at six or  seven and he became a 
h im . M any t imes I have had the memory,  and I have i t  ch i ld aga i n .  In the daytime, he was a man-the chi ld 
now when I see my son of the same age, as when I that p layed with toy ca'rs, wi th an elect ric tra in� that 
knew this boy M i ke .  And I ask myseif th i s: "Wi l l  M ike played footbal l  with my son . He  rested and ,  wh i le 
d ie in some country in  some war defending some wait ing for news, he slept . He  was a ch i ld , but a ch i ld 
mu l t i nat ional  company? Wi l l  there be a V ietnam pre- that  had had the sad experience of hav ing ta ken people's 
pared for h im ,  wil l  there be a N icaragua prepared for l i ves and,  when you saw h im playing , you saw h im as 
h im,  w i l l  there be a Santo Dom i ngo prepared for h im? any other ch i ld  i n  the world .  
I n  what  African country wi' l l  he die? I n  what  European This i s  tragic, th i s  i s  terri b le .  This is someth ing that 
country wi l l  he  d ie as part of  the occupat ion troops?" fosters a certa in consciousness i n  us, someth ing that 
What  would be terrific would be to say: " M an , th is boy Americans  don ' t  have. These ch i ldren are not commu-
i s  going to be a scienti st . "  n ists .  These ch i ld ren are N icaraguans .  These ch i ldren 

M r. Quijano,  in th is  strugg le we are g iv ing our a l l  are ch i ldren who want  to l i ve another way, under other 
to solve this problem today, before my son reaches the condi t ions .  These ch i ldren are very much ch i ldren . The 
age a t  which he can pick up a gu n .  I would not reproach examples of  N icaraguan mothers and fathers with thei r 
h i m  i f  he d id  so upon reaching that  age and  we were ch i ldren are t remendous .  
st i l l  in  the same condi t ions .  But  i t  i s  very i n terest ing to Look, when on J une 5 ,  despite the s ixteen-and-a-
i n terview N icaraguan  ch i ldren and to see how they ha lf-year sentence over us ,  the Group of  Twelve decid�d 
th i n k .  It is, said that ch i ldren , drunks  and lunatics to enter our  country ;  al l  of us ,  except the priests from 
always tel l  t he truth. There are sayings in  Latin A merica the Group of Twelve, had sons .  We were happi ly 
to this effect . My seven-year-old da�hter a year ago married , but  we left our ch i ldren , our  wives, because 
pai n ted Somoza as a fat devi l ; she always put on the we considered i t  our abso lu te duty to show with deeds 
horns .  With thei r cous ins ,  my sons p lay at war, because what  we had said with words .  Somoza never thought 
they l i ve in  an environment of war, they know the boys we would enter (the country) and when he saw us at the 
at the front ,  they know that I am in this, I have spoken a i rport he  m ust have thought': "that bunch of lunat ics, 
to them about why I am in th i s .  And t hey p lay war, they a re not  afraid of me." In rea l i ty ,  we were not only 
some being Sand in istas and others the Somocistas. But afraid of  h im , we were terri fied , because we know the 
i t  i s  a lmost  impossible to get the group which i s  assassin that  he i s .  But ,  we  had the com m itmelJt to  
supposed to be  Somocista to  p lay the i r  part .  They have fu l fi l l  our  duty and be an example .  I n  a personal way, 
tremendous q uarrels over how to choose sides . I want to tel l you th is ,  that when we arri ved i n  Costa 

I had two N icaraguan boys who are now on the R ica, I said good-bye there to my sons . . . .  You know 
southern fron t .  One i s  1 6-years-old, and the other 1 3  what  th i s  means when you are going to certai n death? 
years, who two weeks ago left for the southern fron t .  Hours before tak i ng t he  plane to  N icaragua I spoke to 
We said to h im :  "We' l l  give you educat ion ,  schoo l ing ."  my son and I said to h im :  " Look,  Carlos, I have to go 
He said: "No ,  I want to fight . "  He fough t  in M asaya back; you know what th i s  means  and I want you to 
in  1 977,  a veteran of the war, 1 3  years o ld .  He has no know that  I am going because I have to go . "  The 
father; h is  father died . His mother: he doesn ' t  know answer he gave me was: "You  don' t  have to g ive me 
where she is . . .  she could h ave been k i l led in a bombing any explanat ions ;  j ust  do your duty ."  
somewhere .  H e  knows that  he has a brother who is My  son i s  no\V I I -years-old;  he was then a ch i ld  of 
possibly fight ing in the Sandin ista front .  And  h i s  whole 1 0 . Do you th ink  that I would fai l  to go back? I mpos-
ideal is to return to combat .  There was no h uman sible .  Because my son i s  perfect ly wel l  aware of the 
power to stop this boy . He  has an o lder sister, 23-years- necessity of doing th is  duty.  And if I do not do i t ,  he 
o ld ,  who l i ves in Los Angeles, and he d idn ' t  want to go is going to pick up the banner to show me an example;  
there with her .  H e  i s  in  the southern front ,  a boy who he is go ing to say to me: "You d id not do what you 
in  Masaya had the experience of throwing a bom b  at had to do; now i t  i s  my turn to d ie . " Th i s  is what is 
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happening with N icaraguan parents .  
M any parents did not act ively partIcI pate, they 

l imi ted themselves to cri t icizing the government,  to 
saying :  "Somoza is a problem, but whi le the gr i ngos 
are in  this country i nnuencing it, victory is going to be 
imposs ib le ."  Someone had to say: " Despite the gringos,  
Somoza and the gr ingos m ust go ."  We m ust tel l So­
moza to get out and te l l  the gr ingos not to in terfere. I f  
h e  won't  go, we wi l l  throw h im out and i f  the gr ingos 
get invo lved , we wi l l  have to k i l l  them. And  we are 
determi ned to die fight ing American soldiers .  But they 
must know one th ing:  that we are going to be women , 
men, ch i ldren ,  elderly, a l l  the people of N icaragua, and 
a l l  the  peop les of  Latin America who are  go ing  to  fight 
on N icaragua  territory. We know they can defeat us. 
But even i f  they defeat us, we wi l l  win, because moral ly 
this i s  a j ust batt le .  The best, then , would be that we 
respect each other ,  and for them not to in tervene in  our 
affa i rs and not to send their youth to d ie  on N i caragua 
territory . We N icaraguans are determ ined to defend 
our nat ion under the banner of  our  vanguard: "A free 
nat ion or d ie ."  Never in the h istory of N icaragua has  
there been such a consciousness and such courage as  in  
these moments .  ' 

My  w ife is M exican .  Nevertheless, when a few days 
ago ,  before the OAS meeti ng, we were prepar ing our­
selves for an American intervent ion,  we got a signa l :  
"When it happens, everyone ins ide ." And my w i fe sa id ,  
"You have to go fight, and I go with you;  our sons 
stay beh ind ,  but I go with you." We were decided. You 
can ' t  imagine how many Nicaraguans of  age here, how 
many profess ionals ,  how many women were reported 
say ing: " I f the OAS intervenes, please count us i n ,  
because we a re  wi l l ing to go arid die there ."  I t  i s  no t  a 
threat, it is a fact . I hope that not a s i ngle American 
soldier ever sets foot on N icaraguan so i l  to invade o r  
subvert t he  N icaraguan process . We are aware of  ou r  
obl igat ion as they would be  i f  a N icaraguan soldier 
came i n  to i nvade the U .S .  They know that they have 
to , defend their terri toria l  i ntegrity and their nat ional  , dign ity .  We N icaraguans are so determ ined .  

Change has never been a cri me 
I hope th is  doesn 't  happen . On the contrary, I hope 
there wil l  be a greater understanding,  c loser relat ions 
among our  peoples and our governm�nts-that the past 
i s  forgotten ,  that conquests are forgotten , and that 
there be a human and dign ified relationsh ip between 
the American and N icaraguan peoples; that there be 
abso l ute fraternity between the American government 
and the new N icaraguan government; that we forget 
that we are enemies, because we aren 't-we are h uman 
beings wi th d i fferent out looks .  

The ideal  (s ituation )  would be i f  we had m uch to 
than k the American people and the American govern- ­
ment for,  and noth ing to reproach them for,  and that 

there would be mutual  col laboration  and respect . What 
we have to do i s  so s imple: respect each other and treat 
each other as human beings . On our  s ide, we have the 
best i'ntent ions .  There i s  no desire for revenge. We reach 
out  to tel l you:  "people of the U n ited States, cit izens of 
A merica, on  the basis o f  respect and j ustice, your  
N icaraguan brothers are w i l l i ng to col laborate and 
work  with you , with mutual  respect, to see each other 
as human beings under c i rcumstances o f  equal ity . We 
want to have fai r  and equitable relat ions with you .  
There is no rancor among our  people .  Our people need 
you .  The answer is up to you ."  

These are the feel i ngs o f  the N icaraguans .  We do 
not seek revenge. We are sick of v io lence .  And i f  the 
Pentagon,  or  whoever, i s  going to i nsist on  mainta in ing 
v io lence, they shou ld k now that we don't  want any 
more of  it .  We have used vio lence to atta in  peace. Once 
we've atta ined that,  we want no more problems .  Let 
them solve their problems, and if we can help them, 
fi ne .  And let them help us to so lve our  problems-but 
on the basis of a deep respect . 

Bel ieve me, it pains me to speak poorly of Ameri­
cans .  This has been a very d i fficu l t  t ime for me, to have 
to harsh ly attack and say many b lunt  t ruths to President 
Carter; to tel l  h im that h i s  h uman '  rights are a farce, to 
tell h im  he is mediocre because I bel ieve that,  and to 
tel l h im ,  he is a hypocrite, because I bel ieve that too. 
Carter has behaved l ike a man who has a Bib le i n  one 
hand and a b ludgeon ,  a dagger, i n  the other .  Carter is 
a traitor to h imse l f. I feel th is  very persona l ly .  This is 
a very harsh th ing to say, but  we have the mora l  
author i ty to say that he has acted bad ly  on the question 
of  N icaragua .  He has a B ible i n  his hand,  but we wish 
he would read it . One m ust not only have the B ible in 
his hand ,  but one m ust also read i t  and practice what 
it says . W ith N icaragua,  Carter has practiced the very 
opposite of what the B i ble says .  

A l l  th i s  i s  to create a consciousness among the 
American people .  We don ' t  b lame Carter for a ll our 
problems .  In  th is  modern era ,  i t  has been h i s  lot to be 
Somoza's accompl ice . We know he has problems. (We 
know that) to save the face of  the U n ited States, they 
want h im  out .  Fine .  But  it is never too late to change, 
and the day that a change takes p lace, we personal ly, 
as a government, are w i l l ing to say: " M r . Carter, we 
see that you have changed your po licy, and that the 
op in ion we had of  you has changed . N ow you are an 
honest president, a man who uses the B ib le i n  the way 
you described in  your fi rst speeches ."  If the facts prove 
to us N icaraguans that he has  rect ified his act ions, then 
we too wi l l  rect ify our conduct and op in ion o f  h im ,  an 
opi n ion  wh ich i s  not u n founded . He  i s  ly ing to us­
that's how we feel .  We m ust tel l h im what we feel .  But,  
at the moment he  changes h i s  course of  action ,  we wi l l  
a l so  have  to  publ icly change ' our  opi n ion  and our  
persona l  at�itude toward President Carter. This  i s  law­
ful .  In the h istory o f  human ity, change has never been 
a cr ime.  
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Chaos fo l lows Ca rter's 

The Counc i l  on  Foreign Relat ions crowd in a n d  o utside 
the Carter Admin istrat ion ,  or rather what once was the 
Carter Admin i stration , has used the President 's seri­
ous ly d i stu rbed behavior on nat ional  televis ion l ast 
Sunday to attempt to push a l ast d itch massive effort 
for a fast- paced fascist reorgan ization of the U .S .  
economy. 

Despite the i n it ia l  posit ive press and televis ion com­
mentary to President Carter's speech late Sunday n ight  
and M onday morn ing,  a drastic eval uat ion and reas­
sessment of options took p lace at the h ighest level of  
London-connected CFR circles throughout Monday 
wh ich led to the exceptiona l  Tuesday morn ing mass 
resignation of both the C abinet and Wh ite House staff. 
The improvised, last-minute decis ions of M onday n ight 
were primari ly based on  a medical eval uat ion o f  Presi-

. dent Carter's Sunday night performance: the President 
has gone over the 'deep end ,"  as i t  was summari ly put 
by a seasoned Wash ington old-timer. 

Apart from his evident psychological d i sassociation ,  
obsessive references to 'dark ,  i nvis ib le  forces" haunt ing 
h i s  government, and so forth ,  President Carter fai l ed to 
present any sort of program whatsoever .  His $ 1 42 
b i l l ion proposal for an Energy M obi l i zat ion Board and 
an Energy Security Corporation was in  fact a bl u ff that 
the Pres ident 's speechwri ters k new would not be gett ing 
anyw here .  The chances of such proposa l being even 
brought up for discuss ion dur ing the 1 98 1  budget 
del iberat ions are less than s l i m .  

M onday morn ing after Carter's speech ,  the ma in  
Democratic powerhouses i n  the Senate started a m a­
neuver to pu l l  the rug from under Carter and the 
maneuver was completed on Tuesday morning ,  J u ly 1 7 : 
Senator H enry J ackson ,  cha irman of  the Senate Energy 
Committee, announced that he i n tends to push h i s  own 
Omnibus Energy Production Bi l l ,  i n  oppos it ion to 
Carter' program , for a vote on  the Senate floor before 
the A ugust 3 congress ional  recess .  Senate M ajor i ty 
Leader Robert Byrd i ndicated that he wou ld arrange 
the congress ional  ca lendar to accom odate S e nator 
Jackson 's  'B i l l  rather than the Pres ident's . 

Move to dump Carter, install Haig to 

Senator Russe l l  Long,  the powerful chairman of the 
Senate Fi nance Com mi ttee, launched into a v i ru lent 
and unqua l i fied attack against  the ent i rety of  President 
Carter's progra m .  S ince Senator Long has the power to 
determine whether the Windfal l  Profits Tax Bil l w i l l  
ever get out of h i s  com mi ttee to go to the Senate floor 
for vote, he also determ i nes whether or not Carter wi l l  
ever get  the $ 1 42 b i l l ion he req u i res for h i s  program.  

When,  on la te  M onday even ing,  word went out 
about what the lead editoria ls would be on Tuesday 
morn i ng in the New York Tillles, The Washington Post ,  
the Wall Street Journal and the New York Post ,  i t  was 
evident that Carter's fate had been sea led . 

Emergency approach 
On Tuesday , the CFR crowd comm i tted i t seff to a 
slapdash emergency approach to the overa l l  nat ional 
po l it ical s i tuat ion :  F i rst , launch the A lexander H a ig 
cam paign for the Pres idency ,  us ing John Connal ly as 
proxy for the General ; second,  launch the b id  for 
Senator Ted Kennedy's nom inat ion ;  th i rd ,  reorganize 
the Carter Adm in ist rat ion under Cyrus V ance and 
Walter M ondale to keep th i ngs under a mod icum of 
control wh i le the Pres ident is mental ly incapaci tated . 

Ava i lab le evidence indicates that Secretary of State 
Cyrus Vance man ipulated the s i tuat ion to precip i tate 
the mass res ignat ion of the Cabi net and the Wh i te 
House staff. Leaks  to the pub l ic  about what h appened 
at the Tuesday morn ing meet ing dur ing wh ich the 
resignat ions were subm i tted present a picture of a 
completely pathet ic Pres ident Carter ramb l ing about 
h i s  var ious moral com m itments and his pledges to 
radical ly change h i s  ' l i festy le ," h is way of running the 
government ,  and h i m se l f. 

The U n i ted States o f  A merica i s  faced with a runa­
way po l i t i cal cri s i s  at the top of the profoundest pro­
port ions s i nce the C iv i l  War:  The Pres ident of the 
Un i ted States is crazy, all h i s  cab i net mem bers have 
res igned,  the Pres ident 's party in Congress i s  fragment­
ed and absorbed in  runaway jockey ing for pos i t ions .  
The str ingpu l lers o f  the s i tuat ion around the Counci l  of 

( 
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. )  

ca ll for a new Dark Age 
impJement fascist program 

Foreign Reillt ions ,  the Ditchley Foundat ion and the 
Lon'don-connected ban k i ng and o i l  company execut i ves 
are shocked to be fac ing a s i tuat ion whose control is 
no' longer in thei r hands .  

Haig-Kennedy . 
Right now they a re reso lved to accelerate the ir  push for 
a fascist reorgan izat ion by means  of the H aig and 

. Ken nedy campaigns for the  Pres idency .  Haig 's  cam­
paign themes, presen tly carried by John Conna l ly ,  are 
(a )  mass ive auster i ty ; ( b )  complete price deregu lat ion ;  
(c )  un ion  bust ing,  (d )  further cred i t  t ighten ing;  (e)  Nazi­
style promot ing of coal product ion ;  ( I)  obl igatory l i p­
service to n uclear energy . 

Ken nedy 's 'campa ign themes are (a )  Nazi-style syn­
thetic fue ls  programs; (b) Nazi-style giant federal agen­
cies to adm in ister Auschwitz-l i ke coal and coa l -gasi fi ­
cat ion labor camps; (c)  Nazi- l i ke popu l i st appeals  to 
the popu lat ion to 'b i te the bu l let"- Senator Kennedy 
h imsel f specificed last week ,  pol i t ical leadersh ip dur ing 
th i s  period is the 'courage" to teU the poor and the 
work i ng poor ,  that the years ahead w i l l  demand massive 
material sacr ifices (d )  un ion bust ing to be conducted by 
the o ld  ' Kennedy Just ice Department" gang which has 
targeted the In ternat ional Brotherhood of Teamsters 
for exti nct ion by the spri ng of 1 980. 

The La Rouche card 
Thus ,  as of th i s  writ ing,  the average A merican i ndus-

. t r ia l i st ,  worker, fa rmer, and voter, i s  presented w i th a 
set of very sharp options :  The incumbent presidency 
has been thorough ly dest royed because it had been 
forced t ime and ag�i n to go before the American people 
and demand sacri fices, 'belt t ighten ing ,"  deindustr i a l i ­
zat ion  and fasci st economic reorgan izat ion . A l l  the 
prom inent publ ic  personal i t ies of both major parties 
have put forward thei r bids for the pres idency on the 
basi s of the very same program which destroyed Carter .  
Kennedy, Connal ly ,  Haig, M ondale, et a l .  are a l l  jo in t ly 
promot ing the same perspective of economic  unravel i ng 
of the country .  

I f  they tend to sound  d i fferent ,  i t  i s  on l y  because 
they are address ing  d i fferent const i tuencies of the elec­
torate.  

. So where do the chances of  a LaRouche presidency 
stand at th i s  t ime'? A s  any pol i ti ca l  i n s ider would do, 
one must ask what i t  i s  that  caused the present  total ly 
uncontro l led po l i t ical s i tuat ion in the U .S . A .  So far, i t  
has been the campaign of  U .S .  Labor Party chai rman 
Lyndon H .  LaRouche, J r .  which has th rown the CFR 
gameplan ou t  of  whack . 

The C F R  gameplan had cal led for a 'contro l led 
d i si n tegrat ion"  dur ing the 1 979-80 period.  The secret 

. Ma rch 1 979 Arden House meet i ng of the o i l  compan ies 
and the CFR had planned an energy cr is is  which was 
i n tended to ral ly the American people beh ind a program 
of war with the Organ izat ion of Petro leum Exporting 
Countries and  war-ti me domestic sacr ifices to be pro-

, mu lgated by the Carter Admin i stration .  That program 
was put in to effect in May and J u ne .  LaRouche's 
organ izat ion  wen t  to the coun try with m i l l ions  of 
leaflets, newspaper art icles, rad io  and TV presentat ions 
and proved to the A merican people that the energy 
'cr is is" was a ' r ipoff '  by the o i l  companies and the 
Carter Admin istrat ion . In th ree weeks t ime,  as one 
Repub l ican congressman from the M idwest put i t ,  ' the 
peop le bel ieve that there i s  no energy cr is is  and that 
beh i nd  the present mess are the oi l  com pan ies, J immy 
Ca rter, and O PEC i n  th i s  order. " 

Seei ng Carter's d is in tegration ,  Senator Kennedy 
sta rted mak ing h i s  moves aga ins t  Carter which drove 
both the Christ i an  Science Mon itor and the Democrat ic 
Nat iona l  Comm ittee i n to hyster ia .  The Chai rman of 
the DNC cal led on Kennedy and i n formed him that if 
he con t i nues his cha l lenge to the incumbent ,  'only a 
t h i rd-party maverick would benefit . "  The Senator la id 
low for a week but  as the LaRouche campaign 'S  exposes 
kept shatteri ng  Carter's ho ld on the pol i t ica l  machines, 
especi a l ly  labor and u rban machines, the C F R's  strat­
egists found it ob l igatory to put Ken nedy forward i n  
order t o  keep La Rouche o u t  o f  t hese areas. 

Once the Kennedy card was committed, the unrav-

. .  
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e1i ng of the two-party arrangement was o n .  Th is  was 
the fi rst �ajor d isruption of  the CFR' s  gameplan .  
ConservatIve Democrats, dr iven by  t he  abhorrence of  
Kennedy, started the i r  beh ind-the-scenes deals with 
Republicans .  Thus,  such st raightforward types as Sen­
ator Long a re eyeing what 's  going on with John Con­
na l ly ;  and those conservati ve- l abeled Democrats who 
are contro l led by the Zion ist lobby, l i ke  Moyni han and 
Jackson, a re  secretly dea l ing  with A lexander H aig's 
promoters around the M el lon Foundat ion .  

General  H aig  h imself, who was supposed to be kept . 
clean and 'above po l i ti cs" unt i l the primaries, was 
trotted out  on J u ly 1 5 , on national television ,  to sound 
l ike another 'ambit ious pol it ician "  grove l ing for votes. 

So far, the LaRouche campaign can take cred it for 
completely d i srupting the ent ire C F R  gameplan .  What 
pol i t ical  power brokers around the country a re actively 
consideri ng at this t ime,with respect to the LaRouche 
option now before them , are the fol lowing th ree items: 

I tem One: I n  the m idst of  the 'energy cr is is ," La­
Rouche is the only cand idate who stands for a fu l l  
scale upgrading of  the American economy on the bas is  
of a ful l ,  i n -d e pth commitment of thermon uclear ener­
gy . 

I tem Two: Dur ing the spring and summer of  1 979, 
LaRouche's pol i t ical mach i ne conducted certa in stra­
tegic operat ions wh ich , hav ing succeeded, demonstrated 
LaRouche's capacity to take on the CFR crowd-and 
g ive i t  a b loody nose. I n  other words,  ' La Rouche can 
del i ver ."  

I tem Three: Since the issue of persona l  leadersh ip 
qua l i ficat ions has come so dramatica l ly to the fore, 
LaRouche's ch ief asset as a candidate is  now com ing 
prominently into play: As opposed to a l l  the C F R  
puppets, LaRouche i s  a leader. 

- C,iton Zoakos 

What Pres i de nt J i m my 
On nat ional  television on J u ly 1 5  

I n  a l itt le more than two decades we've gone from a 
position  of energy independence to one in  wh ich a lmost 
ha lf  the o i l  we use comes from foreign countries at 
p rices that are going through the roof. Our excessive 

. dependence on OPEC has a l ready taken a tremendous 
to l l  on our  economy and our people .  This is the direct 
cause of the long l i nes that have made mi l l ions of you 
spend aggravating hours waiting for gasol ine .  I t' s  a 
cause of the increased i n flation and unemployment that 
we now face . 

This i n to lerable dependence on  foreign oi l  threatens 
our ec�nomJc i ndependence and the very security of 
our  nat ion . 

The energy cris is is rea l .  It is worldwide . . . .  
Point  I :  . . .  Beginn ing  th i s  moment ,  th is  n ation w i l l  

never use more  foreign o i l  than we did i n  1 977 .  Nev-
er . . .  . 

. 
. . .  I am tonight sett ing the further goal of cutting 

our dependence on foreign o i l  by one-half  by the end 
of the next decade-a savi ng of over four-and-a-hal f .  
m i l l ion  barrels o f  imported o i l  per day. 

Poin t  2 :  . . .  I wi l l  use my president ia l  authority to 
set i mport quotas . . .  I wi l l  forbid the entry i n to this 
country of one drop of foreign o i l  more than these 
goals a l low.  

Point  3 :  To g ive us energy security, I am ask ing for 
the most massive peace-time commi tment of funds and 
resources i n  our nation ' s  h i story to develop America's 
own a lternative sources of fuel from ' coa l ,  from oil 
sha le, from p lant  products for gasohol ,  from unconven­
t ional  gas, from the sun .  I propose the creation of an 
Energy Security Corporat ion to lead th is  effort . . .  The 
corporation  wi l l  i ssue up to $5 bi l l ion in  energy 
bonds. . . .  . 

. . .  M oreover I w i l l  soon submit legislaton to Con ­
gress cal l i ng for the creat ion of t h i s  n at ion's fi rst solar 
bank ,  w hich wi l l  he lp us  ach ieve the crucia l  goal of 20 
percent of  our energy coming from solar power by year 
2000 . . . .  

Poin t  4:  I am asking Congress to mandate-to 
requ i re as a matter of law-that our  nat ion's  ut i l i ty 
com pan ies cut their massive use of o i l  by 50 percent 
wi th in  the next decade . . . .  

Poi n't 5 :  . . .  I ' l l  u rge Congress to create an energy 
mobi l izaton board which,  l i ke the War Product ion 
Board in World War I I ,  wi l l  have the responsibi l ity and 
authority to cut th rough the red tape, the delay and the 
endless roadblocks to com pleting  key energy projects. 
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Ca rte r sa id  on  ene rgy 
Poin t  6: . , . I ask Congress to give me author ity for 

mandatory conservat ion and for standby gaso l i ne  ra­
t ion ing . 

. . .  There is s imply no way to avo id  sacri fice . . . .  

I n  Ka nsas City, Mo. on J u ly 1 6  

The u nderly ing cause of the energy cris is ,  the energy 
problem , the energy chal lenge, the energy opportun ity 
. . .  i s  our  massive, dangerous, growing dependence on  
o i l ,  and particular ly our dependence, excessive depend­
ence, on  imported oi l .  . . .  A fter the latest price i ncrease, 
the price we pay OPEC for our oil has a lmost doubled 
in the last seven months . . .  

. . .  Wi th  the government shakeup i n  distant I ran last 
w in ter, we lost ,  i n  imports, about 1 00 m i l l i on  barrels of 
o i l .  The gaso l ine l ines are direct ly related . . .  

. . .  ' There s imply is not  enough o i l  avai labl� i n  the  
wor ld  to meet a l l  the demands of a l l  the people i n  a l l  
the nat ions  on eart h .  

. . .  There are on ly two  ways to guarantee supply . 
One is obviously to control our  demand-to cut back 
on  the waste of energy . And the other is  to develop our  
own sources of energy to replace foreign imports . . .  

I n  the short term,  we wi l l  s imply have to stretch ou t  
a l im i ted supply . We wi l l  have to p lay a k i nd of  
shuffl i ng game, a l locat ing l im i ted suppl ies of o i l  among 
our  farmers, our truckers, our homeowners, i ndustry 
and also, of course, among motorists .  This w i l l  have to 
go on unt i l  our long-term efforts start pay i ng off. 

Therefore, I urge the Congress to g ive me power to 
set mandatory state-by state consetvat ion goals and to 
impose mandatory conservat ion if a state fa i l s  to meet 
its target . I want to give loca l and state offic ia ls 
authority, and hope . . .  ( they ) wi l l  carry out th is  re­
spons ib i l i ty .  If you do not ,  then I w i l l  act from Wash­
ington as president .  

Congress must act, fi na l ly ,  to g ive  me authority to  
develop a standby gaso l i ne rat ion ing  p lan .  I t  i s  abso� 
l utely crucial for us to arm ourselves against  the pos­
s ib i l i ty of further ser ious i n terruptions  in our energy 
supply .  
, But  I want to now ment ion the most important 

thing of al l-every s ingle American m ust stop wasting 
energy . . .  

Now I ' m  g(1)ing to ment ion one of  the b iggest figures 
you've ever heard-overal l ,  we are goi ngi to make the 

unpara l leled peacetime commitment-an investment of 
$ 140 b i l l ion  for A merican energy security-so that never 
again w i l l  our nation's independence be hostage to 
foreign o i l  . . .  

Each year I w i l l  set targets for the amount of foreign 
o i l  we import . . .  for th is  year, 1 979- . . .  8 .2 mi l l ion 
barrels per day , 300,000 below the cei l ings we set at the 
Tokyo summit  and 400,000 barre ls  per day below what 
we used in 1 977 ,  and we wi l l  meet this goal .  

The Energy Security Corporation that I proposed 
. , . w i l l  be outside the Federal government  . . .  free to 
use its i n dependent business j udgment i n  order to 
produce enough a l ternate energy sources to meet its 1 0-
year target o( reducing our  imports by 2 . 5  m i ll ion 
barrels of oi l  per day.  I am announcing new i ncentives 
for the production of  heavy oil- oil shale and hard-to­
get-at natural  gas, a l l  of  which this country has in great 
abundance . 

. . .  A new Energy Mobi l izat ion Board w i l l  slash 
through red tape and bureaucratic obstacles and will 
set absolute deadl ines for act ion at  the federa l ,  state 
and local leve l . 

. . .  We are leaving with state and local authorities 
the fi rst l i ne of responsibi l ity to remove roadblocks to 
these crit ical projects, but our energy crisis is  so severe 
that, if any l evel of government fails to act w i thin a 
reasonable t ime,  this board wi l l  see to it that action is  
taken , j ust as s imi lar  boards made sure that action was 
taken to protect our n at ion 's  existence i n  World War I I  

I want to expla in  one th ing very c lear ly ,  becau! 
m is informat ion is bei ng spread among the American 
people .  I wan t  you to l i sten to this . .  

We  are working very closely with Mexico and 
Canada.  The total quantity of production and export 
of o i l  and gas from M exico is obviously a decision to 
be made by the people and the government of  Mexico . 
B ut we now purchase m ore than 80 percent of all the 
o i l  exported by M exico-more than 80 percent .  We are 
now negotiating a new agreement to purchase tne 
natural  gas wh ich M exico w i l l  be w i l l i ng to export . . .  

I n  J u ne, I set an  ambit ious but important goal for 
meeting 20 percent 'of  the nation ' s  energy needs from 
the sun by the year 2000 . . . .  

N o  cartel can control the pr ice of solar power. No 
country can embargo solar power . .  We've already tripled 
our  federal i n vestment in solar energy , and the new 
solar bank that I have proposed w i l l  permit a l l  Ameri- . 
cans to jo in  i n  mak ing  widespread solar power use a 
real ity . 

Ju ly  24-J u ly 30, 1979 EXECUTIVE I NTE lL IGENCE REVIEW U.S .  Report 35 



The respo n se to Ca rter's e n e rgy a d d resses 

La Rouche:  Carter offers to 
lead way to New Dark Age 

" Lame duck"  President J i m my Carter fi na l ly ap­
peared in front of TV cameras last n ight ,  to del i ver 
what was supposed to be his much-postponed report 
on the Tokyo summi t  conference. I n  fact, he broke the 
agreements on  n uclear energy he m ade at Tokyo . What 
he  proposed i nstead was austerity modeled on that  
i ntroduced to Germany by N azi  F inance M i nister Hjal ­
mar Schacht .  He  proposed to lead the U nited States 
in to a New Dark Age . 

. Carter presented h imself  as a person dedicated to 
tradit ional  American moral val ues .  In fact, he proposed 
to wreck the i ndustr ia l  economy our predecessors spent 
more than two centuries creat ing and maintai n ing .  He 
proposed to repudiate the deep dedication to techno­
logical progress and growth of opportun ities for wh ich 
our forefathers fought Br ita in i n  the A merican Revo­
lut ion , and which va lues have been the pr incipal feature 
of our nation ' s  moral  and economic  achievements .  

H is energy program was outr ight ly fascist .  
F i rst , without vast ly expanded development o f  n u­

clear energy , the U ni ted States economy wi l l  proceed 
to shr ivel and then u l t imately col lapse. Without n uclear­
energy development, a l a rge port ion of the t hree b i l l ion  
people of the  developing sector are doomed-beg inn ing 
right now-to the spread of  famine  and epidemic dis­
ease, as wel l as the spread of  bloody forms of socia l  
disrupt ion creat ing h ideous chaos  and confus ion to 
accelerate the breakdown of the ir  econom ies. 

It i s  fa l se to argue that n uclear energy i s  either too 
costly or pol i t ical ly unfeas ib le .  The Stan ford Research 
In st i tute report i s  right in condemn ing  Carter's coal 
programs as an u nworkable farce, b ut i s  dead wrong 
on n uclear energy. N uclear energy h as become the 
cheapest source of i ncreased energy suppl ies, and is the 
safest-provi ded exist ing security rules are efficiently 
enforced .  N uclear energy would be no  pol i tica l problem 

either, i f  the campaign of l ies about the Harrisburg 
i ncident were exposed for what i t  was and. is. 

Second,  Carter's "alternative energy" programs are 
a cruel hoax . "Solar energy" is the most inefficient 
form of energy substitute proposed-except for the 
burn i ng of  "biomass ."  The apparatus requi red i s  mon­
struous ly cost ly for the energy del i vered, astronom ica l ly 
costly  by comparison with any exist ing conventional or 
n llclear techno logy . 

True, coal  can be used as part of a balanced energy 
package. M odern techno logies shou ld replace old .i n 
steel -mak i ng .  Otherwise, apart from large-scale  i ndus­
trial uses, coal can be used efficiently with new tech­
n o l og i e s  w h i c h  t h e  C a r te r  a d m i n i s t rat i o n  h a s  
scrapped-so-cal led magnetohydrodynamic processing 
of coal . Coal can be converted to other forms of fuels .  
This can b e  . done efficiently on ly through existing 
techn iques involv ing h igh -temperature n uclear reactors. 

What Carter proposes-a 50 percent conversion of 
coal from o i l  by 1 990-would requ i re usi ng the methods 
the Nazis used in their A uschwitz coal-conversion i n ­
stal lation . That method, wh ich the  Carter admin i stra­
t ion is moving to copy d i rectly, i s  monstruously unec­
onomical . It wou ld  requ i re the herding of large port ions 
of an i ncreas ing number of  unemployed into v i rtual  

. s lave labor i n  coal-conversion programs .  . I n  b lami ng OPEC for the  present cris is ,  Carter l ied .  
There i s ,  admittedly, a rise i n  the price of o i l  from 
OPEC. There is no o i l  shortage. The present o i l  price 
crisis i s  orchestrated by the Carter and Brit ish Thatcher 
governments, act ing in  col l us ion with the seven major 
oi l  m u lt inat ionals .  As  far as OPEC itsel f is  concerned , 
the problems there are a d i rect result of the U .S .  State 
Department 's  act ion in putt irig K homei n i  i n to power 
i n  I ran ,  combined with the Camp David agreements 
which world Zion ist leader Nahum Goldmann has 
r ight ly proposed be junked.  

-Lyndon H. LaRouche, Jr. , 
Presidential candidate, 

Chairman U.S. Labor Party 
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GOP: we ca n lead the way to a dark age, too 

President Carter's energy addresses prompted an immediate response from the many announced candidates 
for the Republican presidential nomination. The following selection gives a flavor of their " critical 
support , "  which fairly translates into a statement from the candidates that the GOP could do a better job 
at energy crisis management. 

J ohn Connally, "If I were President," New York Post, 
July 17 :  It should have been evident to any observer ' 
after the o i l  embargo in  1 974 that th i s  nat ion was 
vu lnerable to the whims of OPEC .  Yet s ince that t ime, 
Congress has done noth ing to improve the situat ion . 
I ndeed, our  vulnerabi l i ty is more acute today than i t  
was  i n  1 974 . . . .  

Wh i le I fu l ly  support the al l-out development of  
solar ,  geothermal and every other k ind  of  potent ia l  or 
synthetic energy �ource, we wi l l  be dependent on  oi l  
and gas ,  coal  and nuclear energy for the rest o f  th is  
cen tury whether we l i ke it or not .  

M y  top pr iority would be to seek congressiona l  
authority to relax environmental standards to permi t  
the  m in i ng and  burn ing of more coal i n  th i s  country . . .  

I wou ld i m mediately deregulate a l l  o i l  and gas to 
encourage every possible exploration for new hydr�car­
bon reserves in the country, to reverse the current trend 
of a 3 . 5  percent loss i n  product ion . . . .  

I would urge Congress to get rid of red tape and 
regulat ions  wh ich now make i t  imposs ib le to  bu i ld  a 
nuclear power plant i n  less than 1 3  years when the rest 
of the world does i t  in 6.5 years . . .  

We should renew research on the fast breeder reac­
tor, focus on reprocessi ng of spent fuel, and strive to 
rega in  leadersh ip  in the field which we pioneered . 

Nuclear power already suppl ies 1 6  percent of the 
countrY.'s energy and it i s  not real istic to hope that we 
can meet our needs without substant ia l ly more of i t  in  
the near future. 

I would move to create a massive effort in the 
development of  synthetic fuels .  

I t  is imperative that we make gaso l ine  but of coa l ,  
and  make  gas ou t  of coa l .  It  w i l l  require a staggering 
investment, but our natural resources are enormous,  
and every dol lar spent on that development i s  a dol l ar 
that won ' t  be sent overseas. 

F ina l ly, and of great s ignificance, I would attempt 
to arrange an immediate meeting with the newly elected 
Prime M inister of Canada and the Pres ident of M ex ico 
to explore the establ i shment of a North A merican 
Common M arket for energy . The combined resources 
of our three nations, both natural and techn ological ,  
are of awesome magnitude i f  developed i n  harmony on 
a ful l y  equal basis . . .  

Senator H oward Baker, N ational Association of Counties 
Convention, J uly  17 :  This i s  not  the t ime to n ickel-and­
dime these (Pres ident Carter's) proposals to death .  I t  is 
t ime, instead,  to enact a b ipartisan nt ional energy 
program which the country can support , and which w i l l  
ge t  the job  done .  I t  i s  t ime we exercised t he respons ib le 
pol i tical leadership the American people have a right to 
expect of us . . . .  No one i s  now seek ing perfection . 
Everyone  recognizes that we have a real problem on 
our hands .  I th i n k  i t 's  time to give the president h i s  
turn a t  the  bat. I am w i l l i ng to work w i th  t he president 
if he would let me . . .  on a bipartisan coa l i t ion  to work 
on so lut ions to the nat ion 's  energy cri s is .  

Ronald Reagan, from his headquarters, July  16:  Pres­
ident Carter identi fied the problems clearly, but spoke 
as if  he and his adm in istration had not been at the I 
center of them for the past two-and-a-half  years . He 
ta l ked i n  h i s  speech about freedom,  but his proposals 
seem to lead away from freedom . . . .  They are based on 
massive new taxes and government programs .  He pro­
poses setting up a new supenigency to cut away the red 
tape produced by another superagency he created, the 
Department  of Energy . . . .  We can a l l  agree that syn­
thetic fuel s  can play an i mportant role i n  a U .S .  energy 
program, but these proposals are comi ng from the same 
government that has not been '  able to supply gaso l ine. 
. . .  We need tax credits and incent ives to encourage' 
i ndustry to i n vest in new energy sources . . . .  We need a 
creative use of our coal resources, and  i n tel l igent use 
of n uclear power . . . .  

George Bush, from his headquarters to NSIPS, J uly 
18 : '"President Carter's speech was a proper attem pt to 
arouse the American people to focus on the energy 
cris is .  There were components of the pres ident's pro­
gram w hich I not only support, but which I have 
a lready called for .  The success or fai l ure of the program 
will depend on  Carter's ab i l ity to constrain the special 
i nterests of the Congress and his own party . Among 
the specific proposals made by Carter, I support his cal l  
for conversion from o i l  t o  coal , a massive synfuels 
program, and the Energy Mobi lizat ion Board . I {l lso 
believe that the w indfa l l  profi ts tax shou ld be passed to 
Congress with a "plowback" provis ion to the energy 
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industry to encourage new exploration .  I wish the 
president had p laced a stronger emphasis on  the n eed 
to expand n uc lear energy in the event the comm ission 
investigation of the Three M ile  I sland makes that 
feasib le . . . .  

George Bush, Washington Post, July 18 :  I f  there is  
a lack of confidence in  government ,  i t  is the fault  of 
Mr. Carter 's po licies, not the men and women entrusted 
to carry them out .  

Simon says: Carter's cracked 
Former Treasury Secretary William Simon termed Pres­
ident Carter's energy speeches ' frightening" and his 
reques.t for sweeping Cabinet and staff resignations ' :evi­
dence of mental instability" if! an interview made available 
to Executive I n te l l igence Review . Simon should know, 
Now based at the New York investment firm, Blyth 
Eastman Dillon, and reportedly nurturing presidential 
ambitions of his own, Simon is often described by those 
in a position to know as "flakey "  if not downright 
' fanatical. " Excerpts of the interview follow: 

Q :  How would you characterize President Carter's 
speeches of this past week? 
A :  I n  one word-frightening .  The president is propos­
ing a .  massive government response to a problem that 
was created by the government .  The reason for the 
current energy crisis is s imply due to excessive govern­
ment regulation .  If we didn ' t  h ave price controls and 
regulation ,  then the industry would be producing plenty 
of energy . Look,  we've got ha lf  of the free world 's  coal 
resources, at least 2,000 years o f  natural gas, and 
1 00,000 bi l l ion barrels of  oi l  in the Outer Continental  
Shelf. Yet we can 't develop these sources because of 
government  i nterference .  

Q: Don' t  you think that the kind of effort involved in 
synthetic fuels development requires some kind of govern­
ment funding? 
A :  No. The private sector can do i t  if the government 
lets  them, especial l y  since the r ise in the world price of 
oi l  wi l l  soon make synthetic fuel production economi­
cal ly viable .  

Q: What do you make of Carter's move to get his Cabinet 
to resign? 
A :  Nothing would surprise me  about the president at 
this point .  He's showing al l  the signs o f  a very unstable 
president. 

Q: If that 's the case, do you think that some of the 
Cabinet members may choose not to stay on if their 
resignations are not accepted? 
A :  Look at it this way: I t' s  hard enough to get com­
petent peop le to take jobs in government; to get some-

one able to take a job with a president who' s  so 
obviously unstable, wel l .  . . .  

Q:  I've heard rufnOrs that the president may try to forge 
a kind of government of national unity, bring in Repub­
licans, that sort of thing. A l  Haig's name has been 
mentioned as someone Carter may have to turn to. Do 
you think that 's possible? 
A :  No,  I don' t ,  though I must say it would be great if 
Haig were brought in to the administration . 

Q : Do you think Carter might be forced to resign if this 
mental instability you talk about keeps up? 
A :  No,  I think  we' l l  have to suffer through the next 
months . . . .  

AFL-CIO hai l s  'sacrifice' 
The A FL-CIO issued a press release the day after Pres­
ident Carter's energy address which we reprint below. 

A F L-CIO  President George Meany today made the 
fo l lowing comment on Pres ident Carter's energy mes­
sage Sunday n ight:  

In h i s  speech , the president accurately stated the 
depth of the energy crisis confront ing the nation and 
properly pointed out that fai l ure to deal w ith this crisis 
had shaken the con fidence of the A merican people in 
thei r government and its leaders. We agree with the 
president's somber description of the problem and the 

. need for action . 
H e  sounded a ca l l  for a l l  Americans to ral ly i n  the 

spirit of sacrifice to convincingly assert the nation's 
independence i n  energy and,  thus, free i ts  economic 
system from domination by foreign cartels ,  which 
th reatens the nation ' s  po litical as wel l as economic 
stabi l i ty .  

The presi dtmt's six-po int energy program is good,  
long overdue and warrants the support of the American 
people.  If h i s  program is forcefu l ly  executed, America 
wi l l  i;>e on the road to energy independence, free from 
coercive pressures . 

Obviously,  the twin economic evi l s  of inflation and 
unemployment,  which are great ly affected by both the 
supply and price of energy-likewise require the same 
resolve and commitment the president has displayed on 
energy . El im inat ing these problems wi l l  also necessitate 
c lear goals and  speci fic programs.  

The president 's speech was forceful ;  the goals  it set 
are both necessary and attainable .  We can assure the 
president that American workers wi l l  do their part as 
they have always done when the nation was in trouble. 
They wi l l  accept their fai r  share of  the sacrifice that 
m ust be forthcoming from · everyone .  

We have long been urging action of the type the 
president is now spel l ing out, and we wi l l  strongly 
support the th rust of his program . 
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Wh at the  i nte rnationa l p ress i s  sayi n g 

From the u .s .  press 

Over the course of the week , the u. s. press editorialized 
pro and con on President Carter's series of energy 
addresses and his demand for Cabinet and staJl resigna­
tions. The following is a selection. 

The A rizona Republic, editorial, July 16 :  The spec ific 
proposal s  he made in  las t  n ight ' s  address were not  
encourag ing .  The nat ion did not tune i n  Carter to hear 
a sermon .  I t  wanted answers . I t  d idn ' t  get them .  

. Tul.�a Tribune, editorial, July 16 : 'J immy Carter' s  m uch­
ant ici pated Sunday n ight  address to the nat ionJevealed 
a ha rassed and t i red man ,  begin n i ng to show age, 
whose gestu res were rem in iscent of go lfer Tom Watson 
se l l i ng  ti res that  "grip the road ."  

L(}� A ngeles Herald-Examiner, editorial, July 1 6: As  we 
l istened to h i s  energy address, we had the fee l ing we 
were l i stening to a presiden t .  . , .  Whi le  del ighted with 
the tenor  of  the president 's  address, we fear  that some 
of  the- proposa ls  may create more problems than they 
solve . . . .  Regard less of our  quarrels wi th  some spec ific 
of Carter's p lan ,  however, he is to be congratu la ted for 
h i s  aggress ive and forthright attack on the energy issue. 

Chicago Sun-Times, editorial,  J uly  16 :  Sunday n ight  
Americans  saw a more somber, yet  stronger President 
Carter than they have seen before. M onday they saw a 
more determined and more specific Carter than they 
saw Sunday , as he fi l led in some b lanks  that had been 
left in  his pri me-t ime speech . On balance, we th i nk  
Carter has  faced up  to  the  leadersh ip and energy 
cha l lenges that threaten the country . . . .  

Boston Globe, "Carter Approach. is N o  Solution to the 
Energy C risis" by R ichard Goodwin, J uly  1 7 :  Al though 
decontrol wil l not i ncrease the supply of o i l ,  i t  w i l l  help 
ach ieve another objective. It wi l l  raise the cost of 
energy .  And this seems to be the admin istrat ion ' s  real 
goa l-prices high enough to "discourage consump­
t ion . "  At the heart of the issue is a s imple I"ea l i ty .  There 
is no energy crisis . . . .  We may have become somewhat 
s loppy i n  our use of  energy , and that should be ended . 
But  most of the energy we consume con tri butes to that 
marvelous d iversity of goods and human possi b i l i t ies 
which we cal l  "the American standard of  l iv ing ."  And  
the  phrase "cutt ing back consumpt ion" i s  on ly  a con­
tr ivance designed to impart a noble, a lmost patriotic, 

r ing to the demand that we del i berately accept a reduc­
t ion in a standard of  l iv ing achieved over two cen turies 
o f nat iona l  effort .  And  that i s  on ly a begi nn i ng .  

The N ew Y o r k  Times, editorial ,  J uly  1 7 :  Once aga in ,  
President Carter has defi ned the  problem , bold ly and 
correct ly .  Once aga i n  he proposes a "war" to rescue 
the country from a crippl i ng dependence . .  , .  

So what does the pres ident prescri be? A col lect ion of 
measures that ,  at best ,  wi l l  keep the cr i s i s  from getting 
worse i n  the next fi ve years and relieve i t  some there­
after.  . . .  
I f  there is such an  urgent  danger to the nat ion ' s  security 
and economy,  then why does the president not propose 
a clear and presen t  an t idote? Why does he not capital ize 
on the people's w i l l i ngness to fol low h i s  lead? If he is 
right about t he peri l and the opportun i ty ,  then he m ust 
be j udged t im id in h i s  response . . .  

J oseph Kraft, OpEd in the Washington Post and the 
Baltimore Sun, J uly 1 9 :  Before del iveri ng h i s  energy 
messages, J immy Carter broadened the d i scussion  to 
i nc l ude what he called a "nat iona l  mala ise ." He thereby 
rai sed a quest ion crucial in judging the presidency: I s  
M r .  Carter part of  the sol ut ion ,  or i s  he part of  the 
problem . . . .  
. . .  I n  many d i fferen t  ways, Mr .  Carter sows d iscord and 
works aga inst a return to nat iona l  harmony . . . .  
Thus h i s  nat iona l ly televised speech on  Sunday was 
bu i l t  a round an unbrid led assau l t  on Washington .  H e  
fol lowed that up b y  ask ing a n d  gett ing t h e  res ignat ions 
of the Cabi net and the Wh i te House staff-a step that 
looks to o utsiders at least l ike  a government  i n  a state 
of col l apse . . . .  

H obart R owan, Op Ed in The Washington Post, J uly 
19: From his sermo n  to the nat ion last Sunday night 
after h i s  return from Camp David and  h i s  fol lowup 
appearances i n  Kansas City and  Detro i t ,  we now have 
the fu l l  measure of  President Carter's new energy pro­
posa ls .  
As rhetoric, and as a batt le plan to restore h i s  viabi l i ty 
as a president ia l  candidate, t he Carter p lan has elements 
o f  bri l l i ance .  As  a program to meet the nat ion 's  short­
term and long-term energy requ i rements,  i t  i s  a d isap­
po intmen t .  . . .  

The N ew York Times, lead editorial,  J ul y  1 9 :  I f  i t 's 
theater that J i mmy Carter now means to g ive us,  the 
fi rst th ing to do is ap'preciate the performance for what 
it i s .  ' " 
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The script for th i s  melodrama is l i tera l ly adapted from 
the op in ion pol l s .  "Wash i ngton , D .C .  has become an 
is land . "  . . .  So our hero deserts the i s land,  and his loyal 
servants there, and swims  for dear l i fe .  There is  noth i ng 
usual about th is  pol i t ics. I n  the annals of the presidency, 
i t  is one of  the most origi na l  decl arat ions of cand idacy 
ever devised . . .  
Having found m uch merit in  the ideas and  works o f  the  
Carter adm in istration over  the past 30 months ,  we are 
not qu ite sure what to make of  J immy. Carter's sudden 
assaul t  upon it . . . .  

From the Europea n press 
Europe has traditionally viewed the u. s. as an "energy 
hog, " a misconception which reflects many Europeans ' 
severe underestimation of the role of high energy con­
sumption in a high-technology economy. The idea of 
A merica 's overconsumption of energy was prevalent in 
most European coverage of President Carter's energy 
program. 

Les Echos, J uly 18 :  " . . .  I th ink  that it is fi rst of a l l  a 
p lan of expans ion for the American economy .  I t  i s  not 
on energy savings, but on  growth that Carter b lares the 
trumpet to ra l ly A mericans . . . .  There are logica l ly  two 
ways of  reducing energy dependency. The fi rst one i s  to 
save energy, the second is to produce more energy . In 
Carter' s  speech the second  by far takes precedence over 
the fi rst . . .  But those unprecedented expenses in i n vest­
ments,  whom wi l l  they benefit? . . .  We are very fa r from 
an austerity program ! On the contra ry i t  shou ld  repre­
sent for the American economy guaranteed prosperity 
for at least a decade . . . .  N owhere i n  this speech i s  t here 
any cal l to resignat ion [as we so often hear in France] 
to low growth and moderate , ambit ions .  

Verdens Gang, N orwegian daily J uly 1 8 :  I t  i s  a balancing 
act without a safety net .  Ham i l ton Jo rdan i s  the circus 
d i rector . . .  The danger i s  that the newly awakened l ion  
wi l l  fa l l  flat .  

J ournal de Geneve, Geneva,  J uly 7: [The Pres ident ]  
indeed announced relatively ambit ious objectives-mas­
sive deve lopment of  a l ternative energy, cei l i ngs on o i l  
imports, etc. , but a l l  these measures are  long-term , 1 990 
or 2000. The man in the street has noth ing to bite on  
right away . . . .  I n  fact, the on ly  measure which undoubt­
edly would have g iven Americans the fee l ing  that  the , 
energy war was truly engaged would ,  we bel ieve, have 
been the immediate freeing of  gaso l ine  prices . 

Frankfurter Allgemei
'
ne Zeitung, West German dai ly,  

J uly 17:  Baron von M uenchhausen, according to his 

own report, succeeded in  escaping from a swamp by 
pul l ing h imself  out by his  own ha ir .  Pres ident Carter 's  
energy program has someth ing of the credib i l i ty of th is  
ta le . . . .  

I n  truth ,  however, h i s  proposals move in the di rec­
t ion that in a world becoming more impoverished, 
A merica w i l l  become poorer, too . It is true one can say 
that a part of the money one sacrificed to the rising 
OPEC prices now can flow to jobs creation and to 
strategic economic growth .  

. 

The technological and fi nancial  development of  the 
gigant ic exper iment ,  the exploi tat ion of  the Canadian 
Athabasca project, shows what the production of syn­
thetic energy wi l l  demand from America i n  capi ta l  but  
a lso in t ime.  M uench hausen's trick cannot  be imitated : 
rather the Carter pol icy means that the American 
budget would reflect more severe belt-t ighten ing than 
anyone now est imates . I s  the American President aware 
o f  th is? One doubts i t ,  for h i s  c la im that 20 percent of 
the energy can be won from the sun's rays,  and h is  
temporary s i lence on  the unavoidable use of  nuclea r  
energy shows a lack of real ism . 

A l so ,  the fact that h is thoughts run to gasol ine 
rat ion ing rather than the possi bi l ity of un leashing 
America ' s  own sources of  energy by dec.ontro l l ing the 
gaso l ine  price raises the quest ion whether the peanut 
farmer ever was a 1 00 percent entrepreneur.  

The Guardian,  London, J uly 1 7 :  I f, to a European eye,  
the mood of last week was mostly hysterical rubbish, 
then the i n stan t  adorat ion of M onday morn ing was 
probably pretty unsubstant ia l  too . . . .  Pol it ici ans may 
fa i r ly claim a l i tt le t ime to th ink  and asSess . M r . Carter 
did n ot depart on a ho l i day to a tropical i s land;  he went 
away to t h i nk  damned hard . . . .  I n stead of del ivering 
some str ing of in stant ly forgettable platit udes he has, 
after 10 days, produced a strategy . The real quest ion is 
whether that stategy carries convicti on .  

. . .  Whi lst America st i l l  cruises down freeways in gas 
guzzlers, consuming gaso l ine  at someth ing near ha l f  
the price the  rest of the wor ld  pays, then a giant 
unrea l i ty i n fects the en t i re exercise. That i s  the key 
chal lenge being ducked . . . .  So America w i l l  "never" 
import more oil than i t  did in  1 977 .  Wel l ,  that was a 
fl ush and a comfortable stockpi l ing year; add A laska 
o i l  on fu l l  flow and the constra int  . . .  i s  hardly rigorous .  
Did someone ment ion conservat ion? M r . Carter did,  
but not  with the a i r  of  a man who sees it as the central , 
im med i ate, pai n ful way of  jerk ing  America to its senses . 

, . . .  Does America yet understand the vic ious pro­
gression of the last few years: that fast growth begets 
o i l  imports, that these imports beget shortages and 
price rises wh ich in  tu rn beget i n flat ion and recession? 
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COUNTERINTEllIGENCE ) 

The case against the 
Anti-Defa mation League 
The U .S .  Labor Party released the contents o f  affidavits 
used i n  its m ul t imi l J ion-dol lar  law su i t  aga ins t  the A nt i ­
Defamat ion League wh ich document the Zion is t  orga­
n izat ion 's role in di rect ing a series of s landers and di rty 
tr icks against the party . 
The evidence, wh ich · comprises a major port ion of 
mater ia ls  used i n  the suit ,  was submitted i n  N ew York 
State Supreme Court by attorneys for the U S L P, and 
was d isc losed i n  respon se to a mot ion by J erome Bakst ,  
Di rector of  Research for the A D L .  Bakst ,  in an  affi­
dav i t ,  denied any  k nowledge on the  part of  the A D L  of  
any l i be l ,  s lander, i nvasion of privacy , or other harass­
ment a imed at the USLP or other pla in t i ffs in the legal 
action .  The A D L  official c la imed that the organ i zat ion ' s  
so le  act iv i ty with regard to the Labor Party was the 
read ing  of  newspapers and com ment ing on  what they 
had read . 
Obta ined whi le investigati ng the A D L,  the matenals 
the U S L P  brought i nto court inc luqe conversat ions  
wi th  A D L officia ls  who d i rect ly ordered suppress ion of  
the party " by any  means possi ble . "  As wel l ,  i t  inc l udes 
admiss ions  by these offic ia ls that the USLP  i s  not ant i ­
Sem i t ic ,  as the A DL has publ icly stated, a l though the 

. offic ia l s  proc�eded to order that the Labor Party be 
attacked and s landered without "gett ing hung up on 
labels . "  . 

The pla i n t i ffs a l so o ffered evidence of the various A D  L 
assa u l ts, wh isperi ng and threat campaign s-termed 
"q uarant i ne" i n  A D L jargon-waged aga inst them . 
The memorandum of law demonstrated that the law 
requ i res fu l l  d i sclosure, fol lowed by a tr ia l  of the i ssues 
rather than the summary disposi t ion sought by the 
A D L.  
The A D L is  counseled by Wi l lk ie ,  Farr and Ga l l agher, 
one of whose partners, Ken neth B ia l k i n ,  i s  reg i stered 
with the State Department as an agent  of a fo reign 
power---,l s rael . B ia lk in  has lobbied on beha l f  o f  former 
I srael i  i n te l l igence stat ion chi·e f and present M ayor of 
occupied Jerusa lem , Teddy Kolbeck . 

Labels a ren't  important 
• Excerpts 0/ the ajjidal'it suhll lil led hr Rohert S. Cohen 

on his conversation with Burton Joseph . Firmer A DL 
Chairman: 

. . .  When I brought up the fact that the U . S .  Labor 
Party was an electoral party, M r . Joseph told me not to 
worry because "these peop le have no rights . . .  i f  the 
U .S .  Labor Party t h i n ks it has recou rse aga inst  the 
A D L's  act iv i t ies, let them try . "  

M r . Joseph descr ibed the ir  act iv i ty agai nst t h e  U .S .  
Labor  Party as a "deployment no  d i fferent than  the  one 
against  the PLO on the West Ban k .  Just l i ke I s rael 
dea ls  wi th them on the West Bank ,  we' l l  deal with them 
here. " 

When I asked M r. Joseph for h i s  characterizlltion 
of  the U .S .  Labor Party he repl ied: "The U .S .  Labor 
Party are r ight-wing radicals but, don't get pi n ned 
down on labels .  They are extremely violent wi th a 
lunat ic  leader . . .  LaRouche is i n sane,  a psycho and 
m ust be stopped at a l l  costs . " 

• Ajier a conversation with Seymour Grauhard, Hon­
orary Chairman and a former National Chairman of the 
A D L ,  Mr. Cohen deposed that Grauhard told him: 

" . . .  We're out to suppress this party and i t  m ust be 
done with the most soph i sticated means.  You must 
learn about the concept of conta inment,  young man 
. . .  You have to let the w i ser and more experienced 
people handle the U .S .  Labor Party . 

• Excerpts of an aJjidavit hy Janet Mandel regarding 
her conversation with Nathanial Kamen l ' ,  a national 
cOll1l11ission memher of the A DL: 

. . .  I n  an  in terchange about the al leged anti-Semitism 
of the U .S .  Labor Party, I told M r .  Kameny that they 
seem to have a very broad po l it ical range to which he 
repl ied,  "They ' re very smal l . "  I to ld  h im ,  ' � I 'm  not 
t a l k i ng  about i n fl uence. I 'm tal k i ng about the k inds of 
i ssues they're addressi ng .  I t ' s  not j ust anti-Semit ic hate 
l i terature," to wh ich M r. Kameny respondeed, "That 
is t rue ."  . . .  I then cont in ued tel l i ng h im  about th is  
magazine  I p icked up . . .  I t ' s  cal led "Zionism i s  not 
J udaism , "  and M r. Kameny responded: " H ave you ever 
seen the work of the American Counc i l  for J udaism? 
The ACJ has some h igh ly  respected names. I wouldn't  
say respected-highly v is i ble names-in  i t  of Jews who 
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reject I srael and take the same posit ion that Zionism 
has noth ing to do wi th J udaism and we don ' t  support 
I srael o r  the estab l ishment of the state . . . .  But there's 
noth ing we can do to stop them . . . .  We have a whole 
fi le on  them, a t remendous fi le .  We rea l ly  do know 
about  them ."  

I asked M r. Kameny i f  they had  people who go  to  
Newark Airport and watch t he  U S L P  . . .  he answered: 
"Abso lutely, we go to thei r  meet ings .  We have people 
that we pay. I can ' t  say who they are, of  course, I mean 
we broke the K lan in  Georgia that  way . "  

. . .  W e  have peop le in  t h e  American Nazi Party . . .  
I t ' s  not to boost their membersh ip  but we t ry to grab 
hold of anyth ing we can . "  

• From another conversation with Seymour Graubard. 
Mrs. Mandel recounts: 

. . .  I to ld Mr .  G raubard that the th ing that upset me 
the most about the U .S .  Labor Party was that they say 
they are not  an ti-Sem it ic .  He answered " I  k now that 's  
the old left wing l i ne . . .  i t  i s  very hard to fi n'd J ews 
today who are noL.zion i st (and) being ant i-Zion ist and 
not anti-Semi tic i s  often a d i sgu i se . . .  This  i s  o ld hat ."  

The ADL's ca m paign  against 
the Labor Party 

The following is an affidavit by an investigator for the 
U. S. Labor Party on his discussions with national A DL 
leaders. 

. .  ;2 .  On or about December 1 978 I spoke to Max  
Kampelman , V ice-Cha irman of the  ADL over the tele­
phone. 

3 .  I asked him what to do to conta in  thei r i n fluence 
and whether or not  the U .S .  Labor Party should be 
characterized as an "ant i -sem it ic  group ."  M r .  Kampel­
man then characterized the U .S .  Labor Party as a 
"dangerous group" which shou ld not  be given any 
publ ici ty but which should be defin i tely acted aga ins t  
i n  a covert fash ion by the A DL .  

4 .  M r. Kampelman then ins tructed me to "get a 
memorandum on these people and say they a re a 
dangerous group, don' t  get hung up on labels . . . .  J ust 
characterize them as a dangerous group and get i t  out  
to our people, they w i l l  know what to do and how to 
move agains t  them ."  

5 .  On M arch 29 ,  1 979, I spoke to Burton Joseph ,  
A D L  C hairman unt i l last year, over the telephone .  

6 .  When I asked h im what he thought shou ld be 
done �bout the ' U .S .  Labor Party i n  terms of  A DL 
policy M r. Joseph repl ied: "The FB I  i s  work ing hand 
i n  hand wi th  the  A DL on the U .S .  Labor  Party . . . .  We 
are exchanging fi les with them . The FBI i s  1 00 percent 
i nvolved at th is  t ime ."  He added that  the appropriate 
way for the A D L  to move aga inst  the U .S .  Labor Party 
was to "mobi l ize the 26 reg iona l  A D L  offices to do 
surveys of the U .S .  Labor Party and move wi th the FB I  

regiona l ly  aga inst the U .S .  Labor Party ."  
7 .  When I brought up the  fact tha t  the U .S .  Labor 

Party was an electoral party M r . Joseph told me not to 
worry because "these people have no rights . . . .. If the 
U .S .  Labor Party th inks  i t  has recourse against the 
A DL's  act iv i t ies let t hem try . "  

8 .  M r. Joseph described the i r  activity aga inst the 
U .S .  Labor Party as a "deployment no di fferen t than 
the one aga inst the PLO on the W�st Ban k ,  J ust l ike  
I s rael dea l s  wi th  them on the West Bank we' l l  deal with 
them here . "  

9 .  When I asked M r. Joseph for h i s  character izat ion 
of  the U .S .  Labor Party he rep l ied: "The U .S .  Labor 
Party are right-wing radicals but don't get pi nned on 
labels .  They are extremely violent with a l unatic leader . 
. . .  LaRouche is i n sane, a psycho and must be stopped 
at a l l  costs. " 

1 0 . On M arch 29, 1 979, I spoke to J ust in Fi nger, 
A DL Counse l  and Di rector of  the A D L's Civ i l  R ights 
Divis ion over the telephone.  

I I . After in form ing me that the ADL had just 
completed a new report on the U .S .  Labor Party and 
that an i n ternal debate was goi ng on whether or not to 
make the report publ ic  as opposed to cont in uing their 
"quarant ine t reatment" aga inst the U .S .  Labor Party 
which had not worked, Mr . Finger told me the fo l low­
ing about  the A D L's relat ionsh ip with the FBI wi th 
regard to the U .S .  Labor Party: 

"I saw J udge Webster back in February in  Wash­
ington and I ment ioned the U .S .  Labor Party and he 
wou ldn ' t  commi t  h imself and he wouldn' t  go i nto 
detai l s  with me but i t  was very clear to me from what 
he said and what he d id not say that th i s  is an active 
i nvestigat ion and that  they are watch i ng these people 
very c lose ly ,  because I sa id to him ' look,  we' re not 
say ing that these guys a re a threat to the Republ ic .  
What we're saying i s  that these guys are crazy and they 
are capable of  carrying out acts of v io lence in' the ir  
n ut t iness . '  " When I asked h im about  the exchange of 
fi les Mr.  Fi nger rep lied, "Where? You see, you can do 
that l oca l ly .  J u dge Webster w i l l  not adm i t  to anyth ing 
l ike that  at  that  leve l . "  Laughi ng, he cont in ued, " I  
know what happens local ly .  H e  doesn ' t  know about i t .  
He  doesn't want  to know about  i t ."  

1 2 . When I asked M r. F inger whether the I srael is  
were working with the A D L  on the U .S .  Labor Party 
he informed me that  the I srael is  were "puzzled" over 
the character of the U . S .  Labor Party and further that 
"They asked us for help on a l l  th i s  stuff. " 

1 3 . On M arch 29, 1 979, I spoke to Max Kampel­
man ,  A D L  Vice-Cha irman over the telephone. 

14. I asked M r. Kampelman for, h i s  j udgment on 
whether M r. Fi nger's report on the U .S .  Labor Party 
should go publ ic or be ci rcu lated i nterna l ly .  He re­
spon ded, ' ' I 'd keep it  ins ide .  I th ink  you're bui ld ing 
them more than is ca l led for. . . .  Thei r [the USLP's]  
pol icy i s  to try to become a target . I strongly believe we 
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, ought not to sat isfy that request . . . .  I ' ve given it some 
thought before . . . .  We ought to let  j ust our people 
know ."  

1 5 . I asked h im ,  in  terms of  the  F B I  col laborat ion  
w i th  the A DL around the U .S .  Labor Party, whether 
he thought  J udge Webster had h i s  heart i n  this one, to 
wh ich M r. Kampelman repl ied, "I th i nk  his heart i s  i n  
th i s  one,  yeah . "  When I to ld h im  that  I d id not know 
what the FB I  was do ing about the U .S .  Labor Party on  
a nat iona l  level he  informed me ,  "They're cont i'!1u ing 
to work . "  

1 6 . O n  March 30, 1 979, I spoke t o  M r . Seymour 
Grauba rd,  Honorary Cha i rman and past National  

-"Cha i rman of the ADL over the telephone .  
1 7 . I asked M r. Graubard whether or not  he favored 

a pol icy of exposing the U .S .  Labor Party for what  it 
was, i . e .  "an ti-sem it ic ," "affi l ia ted with the rac i st Lib­
erty Lobby," "ant i- labor," etc .  Mr .  G raubard began to 
gri l l  me about my facts and proof and fi na l ly  asserted, 
"We've got noth ing ."  

1 8. He  further asserted that ,  "We're out to suppress' 
th is  party and it must be done with the most sophist i ­
cated means .  You must learn about the concept of 
conta i nment ,  young man . . . .  You ' re headstrong and 
emot iona l .  You ' re l i ke the J DL;  you're co unterpro­
duct ive . . . .  You have to let the wiser and more experi­
enced people handle the U .S .  Labor Party . 

1 9 . M r. G raubard then went on to crit ic ize Mr .  
J ust ine F i nger, charging that ,  "He  hasn ' t  come up with 
the goods yet. " 

20. When I i n formed h im of M r . Fi nger's meeti ng 
wi th FBI D i rector Judge Webster M r . Graubard re­
pl ied; "b ig dea l .  . . . What did he say . . . .  Are they doing 
anyth ing i l legal'?" [ the USLP) .  I i n formed h im that I 
had heard the U .S .  Labor Party beat up a 74-year-old 
man ,  to wh ich he retorted: "That's not i l l egal-That ' s  
ch i ld :s  play ."  

ADL oHicia l :  we pay informa nts 
' to brea k the USLP 

The following is the ajJidavit of a USL P investigator 
in New Jersey . . . .  2. During the course of my i nvestiga­
tor for Pla int iffs' above-capt ioned lawsuit I made a 
number of pretext ca l l s  to officials of the Ant i- Dea­
mat ion League (ADL) .  

3 .  On or  about  March ,  1 979, I spoke to Nathania l  
Kameny, Nat ional  Commiss ion mem ber of the A D L  
over the telephone.  

' 

4. The purpose of the ca l l  was to fi nd  out what the 
'A DL  knew about the U .S .  Labor Party and what they 
were doing about i t .  I had also as ked h im i f  there is 
anyth ing personal ly that I can do about the U .S .  Labor 
Party . 

5 .  When I told h im that I a lways thought that what 

happened in  Germ any cou ld  not  happen here, M �. 
Katneny repl ied: " I  recent ly  spoke with the head of the 
Chri st ian Democratic Party in Germany about the very 
same problem wh ich  they have wi th neo-Nazis . "  

6 .  I n  an  i n terchange about t he  a l leged ant i -sem itism \ 
of the U . S .  Labor Party I to ld Mr .  Kameny that they 
seem to have a very broad pol i t ical  range to which he 
replied, "they ' re very sma l l . "  I to ld  h i m  that I ' m  not 
ta lk ing  about i n fl uence .  I'm talk ing about the k i nds of 
i ssues they ' re addressi ng .  I t ' s  not  j ust  ant i-semit ic hate 
l i terature, to wh ich M r . K ameny responded, "That is 
true.  " 

7: I then cont inued tel l i ng h im that th is latest mag­
azi ne  that I picked up which I got at the ai rport is 
absol utely i ncred ib le .  I t 's  cal led "Zionism is not J uda­
i sm,"  and M r. K ameny responded: " Have you ever 
seen the work of the American Counc i l  for Judai sm? 
The American Counc i l  for J udaism has some highly 
respected names, I wou ldn ' t  say respected-highly vis­
i b le names in i t  of  Jews who reject I srael and take the 
same . pos i t ion that Z ion i sm has noth i ng to do with 
J udaism and we don ' t support I s rael or  the estab l i sh­
ment of the State. But t here's noth ing you can do to 
stop them . "  

8 .  When I asked M r . K ameny h o w  m uch d o  y o u  i 
know about th i s  group he  answered, "We have ' a whole 
fi le on  them .  A tremendous fi le .  We real ly do know 
about them . : '  

9 .  When I asked h im  if  t here was anyth ing I could ' 
do about the U .S .  Labor Party he to ld  me "Yes, you 
could feed us any materi a l  you get ."  

10 . I asked M r . Kameny if  t hey had peop le who go 
out at  Newark A i rport and watch what t hey' re [the 
U S L P] do ing, to wh ich he answered: "Absolutely . We 
go to their meet ings .  We have people that we pay . I 
can ' t  say who they are, of course. I mean we broke the 
K lan  i n  Georgia that  way ."  

I I . W hen I to ld h im thai  I ' d  be  afraid to do that 
M r . K ameny i n formed me that "We have people who 
wouldn't  be afra id  to do that .  We have people in  the 
American Nazi Party . I t ' s  not to boost ,their member­
sh ip but we try to grab a ho ld of anything we can . "  

1 2 . M r . Kameny then told me to t a l k  t o  Jeffrey 
M aas,  Regiona l  Di rector of the N ew Jersey A DL, to 
d iscuss the possib i l i ty of having me i n fi l t rate the U . S .  
Labor Party . He  told me, " M aybe the idea of you 
jo in ing their Party wou ld  be an in terest i ng th ing ,  j ust 
to t rack some of the th i ngs they are do ing .  Jeffrey is a 
l it t le b i t  more knowledgeable, obviously ."  

1 3 . I a l so spoke to Seymour Graubard,  Honorary 
Chai rman ' of the A D L  on o r  about M arch ,  1 979 . 

1 4 . When I asked h im  i f  the A D L  could take the 
U .S .  Labor Party to court M r . Graubard repl ied:  "No, 
n ot l i kely .  Somet imes you make a decis ion not to put 
the spot l ight on  these groups that grow under the l ight 
of  pUbl ici ty .  You j ust ignore them but  keep t rack of 
th ings .  In pre-World War Two days the ADL amassed 
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an enormous amount  of  materia l  on  the Germ an-A mer-
, ican Bund .  I n  fact we had mem bers in the Bund .  We 

cou ldn ' t  do anyth i ng about that  actua l ly  unt i l the war 
started : The FBI p icked up our  fi les and a lot o f  these 
peop le  were arrested . "  

15. I to l d  M r . Graubard t ha t  t he  t h i ng  t ha t  upset 
me most about  the U .S .  Labor Party was that they say 
they are not ant i -sem i t ic .  They a re ant i-sem it ic .  He 
answered : "I know, that 's  the old left-wing li ne .  There 
is some truth to that  except for one th ing; two th i ngs . 
One i t  is very hard to fi nd Jews today who are not 
Z ion i s t .  And two i s  that bei ng an t i -Zionist . and not 
ant i -sem i t ic i s  often a d i sgu ise . . . .  Th i s  i s  o ld hat ."  

ADL con tr ibutor: USLP 
is n ot a nt i -sem it ic  

The following is an affidavit by a USL P investigator . 
. .  . 2 .  As  an i nvest igator for the U .S .  Labor Party I 

was ab le  to do a n u m ber of pretext 'ca l l s  to A D L  
offici a l s  and other i nd iv idua ls  for the purpose of  gath­
er ing evi dence 'for the above-capt ioned lawsu i t .  

3 .  In  t h i s  man ner I was  ab le  to conduct an  interview 
wi th M r . Nahum Bernstei n ,  who is both a close affi l i ate 
and substan t ia l  contr ibutor to the A D L  on December 
18, 1979. He descri bed h imse l f  to me as a "close friend" 
of  A rno ld  Forster, who at that t ime had j ust res igned 
as General  Counsel to the A D L  and jo i ned the board 
of the Jerusa lem Foundat ion ,  an organ izat ion founded 
by Bernste i n  h i m se l f. 

4 .  I i n formed M r . Bernste in that the U .S .  Lab'or 
Party had said that the Z ion i sts a re ant i -sem it ic  to 
which he repl ied:  " I t ' s  a sad situat ion . They speak so 
n ice ly .  They ' re not  ant i -sem i t i c .  They' re not even ant i­
Jewish . In fact most of  them are Jewish . . . .  J ust ·Iook 
at a l l of  them: Schu lman ,  Goldman ,  Goldstein .  They ' re 
just crazy . "  

5 .  On M a rch 29, 1979 I spoke  to M r. Ph i l i p  K lutz­
n ick ,  A D L  Honorary Cha i rman and N at ional Executive 
Commi ttee mem ber . 

6. Throughout the conversat ion ,  M r .  K lutzn ick ex­
pressed anger' and annoyance with the A D L  and some 
of its offic ia l s  l i k e  general counsel J usti n F inger for 
want ing  to "go pub l ic" with a new report they had 
com pleted on the U . S .  Labor Party ,  because he fel t  key 
charges had not been substan t iated: " I 'm a l i tt le b i t  
i rked by t h e  way the A D L goes pub l ic  qu icker than it 
does i t s  work pr ivate these days ."  

7. M r .  K l utzn ick compla i n ed that the A DL had not 
ev'en adequate ly i nsp i red the F B I  to conduct a ser ious 
invest igat ion of the U .S .  Labor Party, but later added 
" I f  J udge Webster's not do i ng his job then we ought to 
go h igher than  Judge Webster to see that he does h i s  
job," after I i n formed h i m  that M r. F inger h a d  recent ly 
met wi th Judge Webster and d i scussed the problem of 

the U .S. Labor Party . He in formed me that "we d id it' 
during  the N azi days wi th J .  Edgar Hoover ."  

8 .  In  para l le l  to spurr ing on the FB I  to  investigate 
the U .S .  Labor Party, M r .  K lutznick strongly main­
tained that the A DL i tse lf  engages i n  i n fi l t ration and 
other undercover techn iques to get  the goods to sub­
stant iate the A D L's  charges agai nst the U .S .  Labor 
Party: " I f  the FB I  is gett ing th i s  sOrt of complaint and 
they can't  fi nd' i t  out, the better th ing to do is to do 
what we used to do and get sO,me undercover men of 
our own to fi nd i t  out .  But once you go publ ic  and 
make these charges, you ' l l  never  be able to substant iate 
i t .  . . .  M y  j udgment is i f  the, F B I  is not gett ing it then 
i nstead of  spend ing money for people to write releases 
we ought to spend sollie money to h i re some first-class 
pr ivate detect i ves and get it . . , .  Y ou don ' t  i nvestigate� 
through newspapers .  You  investigate fi rst and then go 
i nto the newspapers . . . . . . 

ADL promotes a n t i-se m it ic  

or9a n i zat ions 

The following affidaVit by a USL P investigator reports 
on A DL activities to promote anti-semitic hate groups. 
A n  accompanying exhibit. not reproduced in EI R .  shows 
check stubs paid by the A DL to its agents in these groups. 

. . .  2 .  Dur ing 1 978 ,  I spoke a n um ber of t imes with 
J ames Rosenberg, a member o f  a Pennsy lvan ia chapter 
of the Ku K lux  K lan and a paid i n formant for the 
Ant i - Defamat ion League (ADL) .  ' 

3 .  M r. Rosenberg adm itted to me i n  a telephone 
conversation that he had received at least s ix separate 
checks from the A nti-Defamat ion League i n  payment 
for i n format ion wh ich he had provided them concern i ng 
the act iv i ti es o f  the K u  K lux  K lan .  

, 4 .  When  I asked M r . Rosenberg i f  there were not 
some con flict between his act ive membersh ip in the K u  
K lux  K l a n  a n d  h i s  status as a paid A D L  i n formant,  
M r . Rosenberg i n formed me that he regarded i t  'as a 
k i nd  of  " m utual  i n terest" arrangement .  He stated that 
the K la n  was in terested in pub l i c ity and the publ icat ion 
o f  i n flated membersh ip  figures wh ich would help that 
organizat ion recru i t  new members, and that the A D L  
needed t o  ma inta in the threat o f  the Ku  K lux K lan for 
the ir  own organ izationa l  purposes. 

5. M r. Rosenberg adm i tted that he was involved 
wi th K l an  leader Roy Doerfler's p lans to bomb  the 
Trenton o ffices of the NAACP. He stated to me that he 
made s igns wh ich were to be left at the site of te planned 
bom bing c la im i ng K K K  responsib i li ty for the act. 

6 .  M r .  Rosenberg i n formed me that he had provid­
ed Klan  leader Ray Doerfler with A DL checks on 
which Mr .  Doerfler forged the name of another Penn­
sy lvan ia leader i n  order to frame that  man  as a spy for 
the A DL .  
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7 .  I then cal led A D L  nat ional  headquarters i n New 
, Y ork City to confirm the veracity o f  M r. Rosenberg 's  

statements. I spoke with ADL Research Director Jer­
ome Bakst . M r . Bakst told me, "That's Sua I I ' s  baby. 
Contact Sual l . "  

8 .  When I contacted M r . I rwin Sua l l ,  head of  the 
A DL Fact-Finding Department,  the next day, he flatly 
refused ' either to confi rm or  deny M r . Rosenberg's 
statements and h is  status as a paid A D L  agent and 
i n formant i n  the K K K .  

ADL d isru pts Mideast peace efforts 
The following afJidavit by a high-ranking USL P official 
is a report on the USLP 's efforts to pmmote peace in the 
Middle East. and A DL moves to disrupt those efforts. 

. . .  2. S ince Apri l  1 975 the U .S .  Labor Party and its 
chairman,  Lyndon H .  LaRouche, J r .  have pursued a 
publ ic  and h igh ly  vis i ble pol icy-including qu iet d ip lo­
m acy a imed at bri nging I srael i  and Arab leaders to­
gether-for  peace and deVelopment in the M i ddle East. 
. . .  I have been an act ive participant in  that effort .  

3 .  In Apri l  1 975 Mr. LaRouche vis ited Baghdad, 
I raq, at the inv itation of the ru l ing Arab Baath Socia l i st 
Party . Duri ng h i s  discu,ssions there, he explo red the 
poss ib i l i ty of an Arab-I srael i settlement and,  especia l ly ,  
the readiness of  key Arab pol it ical forces to accept 
peace with I srael in exchange for I srael i  recognit ion of  
the  rights of Palesti n ian Arabs. 

4 .  I n  Ju ly 1 975,  the U .S .  Labor Party issued the 
" I C LC Reso lut ion on Israel . "  . . .  I n  brief, the ICLC 
Reso lut ion on I srael stated that any peace sett lement 
between I srael and the A rabs must have as i ts kernel a 
mutual agreement between Israel i s  and Arab Palest in­
ians ,  supported by the Arab states, for h igh-technology, 
capital i ntensive, area-wide development.  The special 
feature of  the 1 975  statement was the inclus ion of the 
concept that I srael i technology and sk i l led labor,  in­
cl uding scientists and engineers, could p lay and m ust 
play an important role in the development of  the 
agricultural  and industria l  i n frastructure in  the Arab 
sector .  

5 .  Based on that Resolut ion,  the U .S .  Labor Party 
i n i tiated a year- long campaign to contact both A rab 
and I srael i  pol i t ical leaders with a view toward gain ing  
a consens�s in  support of the  basic pri ncip les la id out  
i n  that  Reso lut ion . , Among the I s rael i and Zion ist 
personal i t ies contacted were for'mer I s raeli Foreign 
M i n ister Abba Eban , who met M r . LaRouche and 
myself; I sraeli U .S .  A mbassador Schmorak,  his a ides, 
several d ip lomats at the I sraeli embassy in Washington ,  
D .C . ,  and  I srael 's Ambassador to France .  V i rtual ly 

- every major Zionist and Jewish group and organ izat ion 
in  the Un ited States was contacted by U .S .  Labor Party 
representatives during late 1 975 and early 1 976, i nclud­
ing Rabb i  Alexander Sch ind ler, then the  chairman of  

the Conference o f  Presidents of M ajor American Jewish 
Organ izat ions ,  and Rabbi Sobe l ,  the chief rabbi of 
Temple Eman uel in New York Ci ty and a member of 
the N ationa l  Commiss ion of the Ant i -Defamation 
League of  the B 'na i  B ' ri th . I n  every case, the many 
meet i ngs and discussions  stressed that among the chief 
concerns of the U .S .  Labor Party was the safety and 
survival of I srael and its inhabitants .  In every case, the 
U . S .  Labor Party representatives stressed the creative 
and im portant role we bel ieved the Jewish population 
of the state of  I srael m ust p lay in rebui ld ing the M iddle 
East . 

6 .  I n the spring of 1 976, the U .S .  Labor Party 
received posi t ive d ip lom atic responses from represen­
tatives of the Israe l i  pol i tical fact ion associated with 
then Pr ime  M in ister Rabin .  Therefore, on Apri l 1 5 , 
1 976, a confident ia l  memorandum was issued by the 
Executive Committees of  the ICLC and the U .S .  Labor 
Party entitled " I m mediate A lternatives in  the M iddle 
East . "  An urgen t in ternational  effort was then launched 
by the U .S .  Labor Party to secure publ ic  en unciation of 
the pol ic ies a l ready d i scussed in  private by leadi ng Arab 
and I srael i  forces, by both A rab governments and 
I srae l ,  fi rst through semi-offic ia l  channels  and then by 
offic ia l  ci rcles . 

7 .  Dur ing 1 976 and early 1 977 ,  the U .S .  Labor 
Party cont inued its efforts to reduce the i n fl uence of 
Henry K iss inger and h i s  step-by-step dip lomacy and to 
estab l i sh the basis for a resumption o f  the Geneva 
conference by President Ford and Prime M i nister Ra­
bin .  

8 .  After the surpris ing elect ion of  Menachem Beg in 
in  M ay 1 977 ,  the U . S .  Labor Party soug�t contacts 
with th i s  new government and with members of the 
L ikud and Herut part ies in Israel (members of the 
governing coa l i t ion) .  Several meet ings were held .  At 
that time we expressed w idely and pub l ic ly ,  and in  our 
press, the bel ief that the Begin government ' might 
emerge as a force for peace in the M iddle East in  spite 
of i n ternat ional  concern that the elect ion of Prime 
M i n ister Beg in  represented a setback to peace . 

. . .  By the summer o f  1 977 ,  the U .S .  Labor Party 
decided to col laborate ' wi th the Fusion Energy F oun­
dation to convene a " M iddle East Peace and Economic 
Development Conference" in  N ew York City-a con­
ference that took p lace i n  January 1 978 .  I s rael i  econom­
ic and scient ific experts were i nvited to participate as 
featured speakers at the con ference, b ut refused . 

1 0. Even before the January 1 978 M iddle East Peace 
and Development Conference described above, I be­
came aware of a systematic effort to undermine our 
efforts to circulate our  proposals and encourage discus­
sion  among Arabs,  I srael i s  and American Jewish or­
gan izat ions .  For example, Rabbi Sobel of Temple 
Emanuel and the A D L  N at ional  Commission , after an 
extremely cord ia l  and lengthy meet ing i n  early 1 976, 
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refused to answer later cal l s .  I had had a s im ilarly 
cordial and extensive conversation with Rabbi Schindler 
at approximately the same time .  When I recontacted 
him a few weeks later, he screamed, "You people are 
crazy," and hung up the phone. I began to receive 
identical responses from a number of other Jewish 
community leaders. 

I I .  Certain I sraeli officials reacted simi lar ly .  An 
employee of the I sraeli consu late in New York City, 
who introduced himself to me as A mnon N adav , after 
a number of friendly conversations in 1 975  and early 
1 976, by mid- 1 976 informed me that the I C LC Reso­
lution on M iddle East Peace which I had circu lated on 
behalf of the U .S .  Labor Party had been written "by 
someone deranged,  probably a U k rainian M oslem ."  I 
believe M r. N adav was in fact an employee of  I sraeli 
intel l igence. 

1 2 . At approximately the same time, my regu lar 
and frequent discussions with I srael i political scientist 
and government advisor Edward N .  Luttwak were 
punctuated with his threatening to have me k i l led.  I n  
discussing the civi l war situation i n  Lebanon,  Luttwak 
said, " I f  you quote me  on this, I wi ll have some of my 
boys in New York finish you off. " 

1 3 . By early 1 978  almost a l l  our  contacts within the 
J ewish com munity had been cut o ff by the A DL's  
continuing smear campaign against the U .S .  Labor 
Party . For the m ost part, our  efforts to re-establ ish 
them have not been successfu l .  Our inability to do so 
has handicapped the U .S .  Labor Party's  efforts to seek 
peace in the Middle East. 

ADL leader: our iob is to su ppress 
the USLP 

The following is an affidavit by a USLP member 
. . .  2. I am a member of the U .S .  Labor Party and 

have been so since i ts  creation .  I n  the case of  my 
investigation for the  above-captioned lawsuit ,  I tele­
phoned M eyer Bushman on M arch 7 ,  1 979 .  He is a 
lawyer and national com mission member of the Ant i ­
Defamation League of B'nai  B' rith; th is  was a "pretext" 
call .  

3 .  Mr .  Bushman to ld  me "They [the U .S .  Labor 
Party] are left-wing lunatics . . .  they are backed by 
bigoted racist fat cats . We m ust above a l l  prevent them 
from getting publ icity, from geiting into the media .  
. . .  I t ' s  our job to  keep tabs on them . We know who 
their members are ;  we know where their  members a re. 

I t  is our joq tq do that . " Severa l days later ,  I v is i ted 
Mr .  Bushman in h i s  office, and he confi rmed to my 
face his statements in the above conversat ion .  

New Jersey ADLer:  'We a re 

com batt ing the ,USLP i nfl uence' 

A New Jersey A DL official discussed the  orKani:::ation 's 
anti- USL P ef forts with an inl'estigator whose a./lidm'ft 
follows. 

2 ,  As an i nvestigator for the U .S ,  Labor Party I 
made a number of  pretext phone cal l s  to offic ia l s  of  the 
Anti-Defamation League ( A D L )  and other i nd ividua ls .  

3 ,  On March 9,  1 979, I spoke to Barry Morrison ,  
lawyer for the  New Jersey A D I. over the  telephone.  

4 .  A fter i n forming M r , Morr ison that I was out­
raged by the m agazine "Zionism is not Juda ism" put 
out by the U . S .  Labor Party and te l l i ng h im I wanted 
to stop it, he answered : "Wel l ,  the fi rst t h i ng I ' d l i ke to 
have done is th i s .  I ' d l i ke to have a wr i tten rep9rt from 
you describing what took place, because we have fi les 
and we keep updated fi les on this and other groups . "  

5 .  I t<? ld M r . M orrison tha t  th i s  group rem inded me 
of the Nazi  Party , He rep l ied he knew what I meant 
and repeated "You  know, you said you'd be wi l l i ng  to 
help us .  We are now forming a fact-fi nd i ng com mi ttee 
to cover not on ly  th i s  group but you'd be i nterested to 
know that there are many other radical groups out 
t here . . . , But you know, we want people to he lp us keep 
track of them . There was a fel low up here on the same 
group." He  has been approached by them to give con­
tr ibut ions and to use his i n fl uence to hel p them . He is 
not a J ew,  and he i s  apparent ly more attract ive to 
them-or less suspic ious .  And  he went as far as to host 
some of  these people at his home. He  hosted them at 
his home. We're try i ng to iden t i fy these people by 
name. Tryi ng to get a profi l e  on how they operate, 
where they operate, etc, We're deve lop i ng a greater and 
greater understandi ng of how they operate and we are 
engaged in  a strategy of combatti ng thei r i n fluence ."  

6 .  At  the  end of the  d i scuss ion M r . M orrison . . .  
repeated h is  i nvi tat ion t o  attend a March 2 6 ,  1 979 
spec ia l  Fact F ind ing com mi ttee say ing ,  "Wh i le we' re 
not going to t a l k  extens ive ly about any one radica l 
group,  such as the U . S .  Labor Party, we' re going to 
ta l k to people about  hel p ing us mon i tor  these groups 
and show them how they can be effect i ve and he lpfu l . "  
He then to ld  me the  meet i ng wou ld  be  he ld  a t  t he  A DL  
office in Liv i ngston , New Jersey . 
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The g reat DDT hoax 
Fusion Energy Foundation blasts �nvironmentalist fraud 

Tim Pike, Fusion Energy Foundation representative in 
the San Francisco area, exposed the fraud of the han on 
the pesticide D D T  in the June, 1979 issue of Fus ion 
magazine, excerpted at length here: 

When the u .s .  Environmental  Protection Agency 
banned the use of D DT in  J une 1 972, i t  issued a death 
sen tence to the Th i rd World, condemn ing m i l l ions of 
people to suffer and d ie  from the deb i l i tat ing d i seases 
that  DDT had brought  under control . 

The EPA acted on  the basis of a " B ig L ie" manu­
factured by the nedg l ing envi ronmental ist movement 
and its zero-growth sponsors .  Their B ig L ie  then-that 
DDT is a k i l ler-was s im i lar i n  form to their propa­
ganda today that equates nuclear power with cancer. I n  
both cases, the assert ion o f  a known fraud often and 
widely enough begi ns to make the publ ic  doubt the 
truth . 

I n  fact, there is no scient i fic evi dence that warrants 
the bann ing  of DDT.  As the U .S .  Publ ic Health Service 
noted in i ts recommendation to the EPA Sept .  9 ,  1 97 1 :  
"The known heal th hazard from DDT is essent ia l ly  
zero ; Exam i ned in  th i s  l ight ,  the benefits to manhnd . 
from the use of DDT for the control of malar ia  far 
outweigh even any potent ia l  hazard, on the basis of  our  
total accumulated k nowledge regarding DDT."  

Long-term stud ies have shown tha t  DDT is  so safe 
to humans that doses 1 00 t imes as strong as those that 
occu rred i n  periods of w idespread DDT use have had 
no i H  effects . Equal ly demonstrable,  the consequence of  
the ban was an immediate r ise i n  death and deb i l i tat ion 
from the h uman d i seases that DDT had effect i ve ly 
con tro lled-malar ia ( the wor ld 's  greatest d isease prob­
lem ), typh us, p lague, yellow fever, encepha l i t is ,  spotted 
fever, s leeping s ickness, and others .  

The  EPA and the  env i ronmenta l i st supporters .must  
be he ld accountable for their del i berate cr ime :  There 
was not a si ngle human death from DDT usage; there 
have been untold thousands of  deaths, m i l l ions  of  
d isease-stricken persons, and an i nca lculable loss in  
human potent ia l ,  as  a result  of  the DDT bann ing .  

As  I sha l l  show,  the so-ca l led facts mustered to 
convi nce the publ ic that  DDT was lethal  were contr ived 

and then blown up i n to scare headl i nes by the med ia .  
The person s  responsib le read i ly admit  why they would 
conduct such a hoax;  i n  the i r  wor ld v iew,  people are a 
problem and the wor ld  is better off without them . I n  
the same way, they fee l  that t h e  world would b e  better 
off wi thout advanced technology, mechan ized farm ing ,  
and the U .S .  agr ibus i ness i ndustry that has helped feed 
a growing world.  

As  offic ia l  statist ics from governments, the Un ited 
Nat ions ,  and health agencies show,  DDT use had 
helped control d isease so effectively that enti re popu­
lat ions were freed to real i ze productive l ives. S im i larly, 
D DT contr ibuted to i nsect control so effect ively that i n  
some areas o f  appl icat ion ,  food product ion i ncreased 
by more than 40 percent .  

In the Asian subcont inent,  for example, DDT use 
had v i rtua l ly  clea,red the�osqu ito out of  th i s  so-called 
i nd igenous m alar ia  area. In 1 96 1 ,  Pak i stan reported 7 
million cases of malari a .  After an aggressive spraying 
and treatment program,  the d isease was reduced to 
9,500 cases by 1 967,  a lmost a I ,OOO-fo ld  decrease. After 
a ban on D DT use, the malaria  to l l  had cl imbed to / 0  
million cases by  1 975 .  

The  story i s  the  same for I nd ia  and Sr i  Lanka ,  where 
D DT product ion was stopped after the envi ronmental ist 
ons laught here and the i ncreased price of  petrochemi­
cal s  fo l lowing the 1 973 M ideast war .  I nd i a  brought the 
number of malar ia cases down from an est imated 75 
m i l l ion to about 50,000 in  1 96 1 ,  after a vigorous DDT 
campaig n .  From 1 96 1  through 1 963,  there were fewer 
than 1 00,000 cases in the ent ire country, but by 1 977 
"accord ing to some est imates, the n umber of malaria 
cases reached at  least 30 m i l l ion and perhaps 50 mi l -
l i on ."  , 

What th is  means for the future of the As ian subcon­
t i nent and the rest of  the wor ld where m alar ia saps the 
strength of  the populat ion i s  exemp l ified by the reports 
from Cam bodia under the recently deposed Pol Pot 
govern ment .  I n  1 976, the government reported that the 
country was unable to harvest i ts r ice crop adequately 
because more than 80 percent  of  the workforce had 
been "worn out" by malar ia .  

The morta l i ty caused by malar ia var ies considerably, 
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depend ing on  the standard of  l i v ing ,  nutri t ional levels ,  
and the specific type of  malar ia l  i n fection . (There are 
four major types of malari a-causing organ i sms  that 
d i ffer widely in the severity of the d isease . )  Anywhere 
from less than I percent to more than 20 percent  o f  the 
indiv iduals i n fected by the d isease-carry ing mosqu ito 
wi l l  die from the malari a .  Addit ional ly ,  for every one 
death due di rect ly to the m alar ia ,  i t  i s  estimated that 
there are five deaths  from other causes that resu l t  from 
the weakened state. 

To take another example closer to home, the non- . 
usage of D DT to destroy the bol lweevi l i n  southern 
cotton areas has been calcu lated to have cost more than 
450 m i l l ion pounds of  cotton i n  lost yields. S imi lar  
calcul ations  cou ld  be made for cereals ,  vegetables, and 
fruits .  

The fraudulent evidence 
The envi ronmental i st attack on D DT was based on 
three main arguments: the predicted mass die-off of the 
bird popU lat ion ,  the a l legat ion that D DT can never be 
el iminated from the env i ronment,  and the charge that 
DDT causes cancer. 

M ost i ncred ib ly ,  the Env i ronmental Protect ion 
Agency banned DDT after months of  hear ings in  wh ich 
reputable U .S .  and world health agencies a l l  test ified 
aga inst the ban ,  present ing sound scient i fic  evidence 
(see box) .  On the other hand,  the env iron mental i sts 
presented evidence characterized by poor exper iments, 
dubious theory, and j ust plain l i es .  

Lying  about scienti fic evidence was a pr imary tech­
n ique in the environmenta l i st batt le aga inst DDT. The 
widely read precedent for th i s  goes back to Rachel 
Carson and her landmark 1 962 book Silent Spring, a 
sort of  wild l i fe b ib le .  "When D DT was in trod uced in to 
the d iet of J apanese qua i l ,  few eggs hatched," Carson 
wrote. To back up her statement ,  she cited a 1 956 
art ic le by J .  B .  DeWitt, "Chron ic Toxicity to Quai l  and  
Pheasants of Some Ch lor inated I n sect icides," in  A gri­
culture and Food Chemistry (vol . 4, no .  1 0, pp.  853-66 ) .  

What to most credulous readers must seem l i ke  the 
epitome of  academic sty le, however, turns out to be a 
remarkable bit  of deceit .  For those who bother to check 
out the DeWitt article, they wi l l  fi nd that this is n ot at 
a l l  what the article says. On page 865, Table 3 expla ins  
that  the  amount  of  D DT i ntroduced i n to the qua i l  d iet 
was 200 parts per m i l l ion dur ing the reproduct ion 
period (the average human in take dur ing the D DT 
years was 0.0005 parts per m i l l ion )  and that 80 percent 
of these quail eggs hatched compared to 83 .9  percent of 
the eggs laid by the control group.  The reader a lso wi l l 
find that 92.8 percent of the eggs from the D DT-fed 
b irds were fert i le ,  compared to on ly 89 percent of the 
eggs from the control group.  

These weren 't the on ly  data Carson left out of her 
book .  Table 4 in  the DeWitt  article, on the same page , 
notes that pheasants fed D DT experienced a great 

increase in the survival rate of their ch icks .  Pheasants 
fed 50 parts pr \Tl i l l ion of DDT throughout the year 
hatched 80 percent of their eggs, wh i le  the control bi rds 
hatched on ly  57 .4 percent .  Furthermore, after two 
weeks ,  1 00 percent of the DDT birds survived, com­
pared to only 94 . 8, percent of the control group .  

DDT forever 
The charge that D DT never breaks down chemical ly 
has been demonstrated to be untrue in  the years s ince 
the ban . Furthermore, there was plenty of evidence at 
the t ime of  the an ti-DDT fig�t  that th is  was the case . . 
Dr .  Ph i l i p  But ler, who gave test imony during the hear­
ings tha D DT would be with us forever, c laimed not to 
know of  the work of h i s  own research col leagues at 
Gu l f  B reeze, Flor ida who demonstrated in 1 969 that 92 
percen t of a l l  D DT, DDD, and DDE broke down in 
seawater in just 32  days. In 1 97 1 ,  Butler was sti l l  
sh riek ing that  up to 25 percent of a l l  DDT compounds 
ever produced were transferred to the oceans, where 
they remained forever. 

Then , there is the case of  Charles F .  Wurster, . 
secreta ry of the board of t rustees of the Environmental 
Defense Fund and an associate professor of envi ron­
mentaist sciences at the State Un i versity of New York 
at Stony Broo k .  W urster and fel l ow Envi ronmental 
Defense Fund scient ist George M .  W oodwel l deserve 
the most cred it  for promot ing the myth that DDT is 
with us forever. H owever, first one and then the other 
was forced to adm it in  test imony that their much-touted 
measurements of extremely h igh D DT residue levels  i n  
Maryland marshes d id  not reflect t he  genera l s ituation . 
Why? They had taken thei r fi rst so-cal led a larm ing 
measurements at ·  an  iso lated marsh s i te  that  j ust hap­
pened to be the spot at wh ich the mun icipal D DT spray 
trucks cleaned their tanks .  

When pressed about why they had not taken meas­
ures to correct the m istaken impress ion created by their 
w idely publ ic ized prel im inary resu lts, the good doctor 
Woodwel l c la imed that he did not th ink  i t  was neces­
sary; and besides, he said, the Env ironmental Defense 
Fund lawyers had advised him not to mention his own 
publ ished work proving the earl ier results to be grossly 
exaggerated . 

Cancer 
The env ironmental ist charges l i nk i ng DDT to cancer 
are genera l ly  an embel l ishment on a study that i ndicated 
that DDT can induce l iver tumors in m ice . But further 
i nvestigations  into this area have yie lded some em bar­
rassing resu lts for the envi ronmenta lists, for. i n  fact , 
there is reason to be l ieve that DDT may be a cancer 
i nh ib i tor .  

Epidem iologica l ly ,  there has never been a re lat ion­
sh ip  shown between human cancers and exposures to 
DDT, despite .a large number of workers who have 
been exposed to large doses of  the chem ical for a long ' 
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period,  go ing back over 30 years . I ndeed, the federal 
govern ment,  wh ich has been l i sti n.g j ust about every­
thing as carcinogenic or potent ia l ly  carci nogenic ,  re­
moved DDT from i ts l i st j ust th i s  year .  

A s  for the theory that  DDT may be a cancer 
i nh ibitor :  Certa in  bi rds seem to show increased longev­
ity and reproductivity in a reas heavi ly "contam inated" 
by DDT.  Si nce these birds show fewer tumors, i t  is 
hypothesized that the D DT protects the bi rds from the 
carc inogen ic effects of the anatox in (a  potent ca rci no­
gen natural ly produced by grain  mold) present  on the 
gra in  they eat .  The theory is that DDT mobi l izes 
heptatic enzymes that are capable of detoxify ing ana­
toxin .  

A s  Hart and  Fouts reported ,n a 1 965 study: 

This ind uction  of l i ver enzymes is the most l i ke ly 
cause of  lower rates of  cancer among vertebrates 
that have ingested DDT. It ll)ay expla in  the i n ­
creased populat ions of bi rds i n  the  near marshes 
that have been sprayed with DDT, because the 
b i rds can temporari ly detox ify anatoxin wh ich 
would otherwise produce cancers in  the b i rds after 
they i ngest those toxins with natural food .  

Other  stud ies have shown s imi lar  effects,  whereby 
DDT d im in ished the effectiveness of a substance"s  ab i l ­
i ty  to i nduce tumors .  For  example, writ ing i n  1 972,  
Ottobone reported on  feed ing experiments conducted 
wi th  four  generat ions of dogs in an effo rt to i nduce 
DDT-related tumors: 

There have been more reproducti ve fa i l u res and 
associated problems among the control dogs than 
there have been in  the DDT dogs .  As a result ,  the 
an ima l  caretakers have dubbed the con trol group 
" the DDT-deficient dogs . "  The level s fed to the 
an imals  are ,  i n  real ity, nearer to 1 ,000 and 1 0,000 
t imes the quanti t ies of DDT that Americans eat 
each day.  We have exami ned every dog in the 
study that has fin ished i ts  ro le i n  the project. As  
I ment ioned earl ier we have autopsied approxi­
mately 500 dogs. There have been no  tumors 
re lated to doses of DDT. 

I ndeed , the fact that DDT i nduces l i ver enzyme 
synthesis was the reason ing beh ind a physician ' s  suc­
cessful t reatment of a human hepatic-fa i l u re us ing D DT 
as the medicine of cho ice . 

When aU these fraudulent arguments were said and  
done, the  env ironmental i sts then pu l led out studies 
cla im ing that DDT wouldn' t  do any good anyway s ince 
mosquitoes had become resi stan t to the pesticide. I ron­
icall y , where resistance had developed, it came about 
because of the very premature cessat ion of the use of 
D DT as a result of the environmental i sts' effort s .  The 
halt ing of DDT-spray programs before the el im inat ion 
of  completely susceptible malaria-carry ing mosquitoes 

had the effj!ct of reduci ng dosage to the mosquitoes 
below the lethal  amount ,  thereby a l lowing them to 
survive and breed wh i le  exposed to sublethal doses . 
This  led to the rise of resi stant organ isms i n  a few 
areas . Now, i n  order to el iminate ma laria i n  these 
places, a more com prehens ive and expensive program 
invo lv ing spray ing with many chemicals as wel l as 
drainage w i l l  be necessary.  

Once again ,  the environmenta l i st "cure" has led to 
a less healthy p lanet .  

An American scandal 
The overwhelm ing  ev idence presented i n  the years that 
the DDT battle raged before the Environmental  Pro­
tect ion Agency and  in the courts said that {;i} DT was 
safe and necessary . The great majority of the authorities 
on  b io logical science, publ ic  hea l th ,  agricu l ture, and 
toxicology were strongly opposed to the DDT ban and 
said so, as did the chemical i ndustry .  As  Dr.  Ph i l ip  
Handler,  president of the N at ional  Academy of  Sci­
encs, put it , the DDT decis ion was "a k i nd of nat ional  
scandal ,  the basis for it pol i t ica l . "  

After several months  of hearings the  E PA examiner, 
Edm und Sweeny,  ru led Apri l  26, 1 972 as a concl usion 
of  law,  that D DT was not  a carci nogen ic or  m utagenic 
hazard to man . EPA Admin i strator Wi l l i am Ruckel­
shaus overrode this deci s ion and  ignored the thousands 
of pages of test imony .  " Because of  the importance of 
the case of  the reg istrat ion of the many uses of DDT I 
have decided to . . .  decide th i s  case myself, "  Ruckel­
shaus sa id .  

I t  was acknowledged by h i s  staff (and ev ident from 
h i s  decisi on )  that  he d id not read the record of  the 
heari ngs and paid -no attent ion to the find i ngs of the 
EPA exam i ner .  On  J une  1 4, R uckelshaus ru led that 
DDT was a "nonacceptable ris k"  because: ( I )  i t  is 
persistent i n  the environment ;  (2)  it accumulates and 
becomes magn i fied in  the food chain, therefore consti­
tut ing an  "un known,  unquant ifiable r isk to man and 
lower organ isms";  and (3) it has harm fu l  effects on 
phytop lankton ,  benefic ia l  i nsects, freshwater inverte­
brates, fish and bi rds; and  is "a potent ia l  human 
carcinogen . " 

A fter i ssu i ng the order that banned DDT, Ruckel­
shaus i ssued an  appeal on h is  personal  stat ionery for 
funds for the Env i ro nmental  Defense Fund, the group 
that had spearheaded the "k i l l  DDT" cam paign . " 

The DDT ban was the open ing sa l vo i n  the contin­
uing environmental ist  war aga inst i ndustry, agri busi­
ness, chemicals ,  and h igh techno logy in general . The 
fact t hat the ban was i n it iated and persisted-despite 
scien t ific evidence that shows clearly that DDT i s  a 
boon ,  not a hazard, to man k ind-should be a sobering 
wa rn ing to the ostriches i n  the n uclear industry who 
th i nk  they can survive without fight i ng back . 
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C a rter progra m may cause 
energy logjam in Cong ress 
With Pres ident Carter's energy 
proposals now added to the pot­
pourri of energy leg is lat ion on  the 
H i l l ,  the quest ion between now and  
t he  August recess i s  whether the  
prev iously congressiona l ly- i n i t iat­
ed proposals' wi l l  cont i n ue their  
breakneck speed through the Con­
gress , 01' whether Congress wi l l  
s low i ts  act iv i ty to 'wa i t  for the spe­
ci fics of  the Carter program .  

Current ly  Carter staff a ides an.d 
key congress ional  leaders a re ho ld­
ing a series of meeti ngs, cen ter i ng 
on resolv ing points  of d isagreement 
between the pend ing congressi ona l  
energy proposals and the Wh ite 
House plan, wh ich i s  st i l l  i n  very 
general form . Their a im is to pass 
someth ing ,  perhaps some form of 
C a r t e r ' s  e n e rgy m o b i l i z a t i o n  
board, before Congress recesses . 
Earl ier it had  been ant icipated that  
Senator H enry "Scoop" J ackson ' s  
proposa l  fo r an energy mobi l iza­
tion board, added last week to h i s  
e nergy p r o d u ct i o n  b i l l ,  h ad  a 

. chance for both com m ittee and 
Senate floor act ion before the re­
cess, a l though ser ious leg is lat ion to 
the same effect h as not  yet moved 
on the H ouse s ide .  

But  most e lements of  the pro­
gram unvei led by the Pres ident in 
his b izarre Sunday night .address to 
the nat ion have come under heavy 

f;ongress iona l  fi re. The most sub­
stant ive and poten t ia l ly fatal  b low 
to the Carter program m ay come 
from Senator Russel l Long ( D­
La . ) , the powerfu l  cha irman of the 
Senate F inance Commi ttee. Long's 
com m ittee holds the fate of  the 
Windfa l l  Profits Tax i n  its hands ,  
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and the revenues from that tax are 
to provide the $ 1 42 b i l l ion  for Cart­
er 's energy secur i ty fund and his 
synthet ic fue ls push.  A t  heari ngs on 
J u ly  1 8 , Long and a major i ty of  h i s  
com m ittee mem bers m ade qu i te 
clear that  they fel t  the Windfa l l  
Profi t s  Tax was  an t i -o i l  company 
demagogy , and that the compan ies 
shou ld be a l l owed to re invest pro f.: 
i ts i n  convent iona l  energy produc­
tion wi thout  a Windfa l l  Profits Tax ,  
or that  any tax be  part ia l ly p lowed 
back to the compan ies for conven­
t iona l  production .  

I n  the  hear ing,  Long attacked 
Carter for not i n vi t ing the oi l  pro­
ducers to Camp David and referred 
to Carter and Energy Secretary 
Schlesi nger as "the b l ind lead i ng 
the b l i nd . "  Pr ivately, Long has  
st ressed that  he would rather see 
more emphasis on conven t iona l  o i l  
and gas  production and less on  such 
ersatz forms as synthetic fue ls .  
L o n g  h a s  a l so  c ryp t i c a l l y  re­
marked ,  "Congress wi l l  be Con­
gress, "  which means  to m any a long 
per iod of  legi s lat ive-execut ive com­
prom i se and  give-and-take .  Ob­
servers note that ulliess the synt het­
ic  fuel s aspect of  Ca rter's program 
i s  ra i l roaded through qu ick ly, i t  
w i l l  fa l l  apart as i ts  obviou s  u n­
workab i l i ty becomes eviden t .  

Si nce t he guts o f  the Carter p lan  
m ay be s tuck i n  Long ' s  commi ttee 
qu icksand,  chances are that  Con­
gress may go ahead with b i ts and  
pieces of leg i sla t ion a l ready under 
cons iderat ion . The H ouse I n ter­
s tate and Foreign Com merce Com­
m i ttee" has reported ou t  a gaso l i ne  
ra t ion i ng b i l l  wh ich may qu ick ly  go  
to the H ouse floor fo r passage . The 
Senate has a l ready passed leg is la­
t ion  a long those l i nes .  
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A lso poss ib i l i t ies for J u ly act ion 
a re the so-cal led "fast-track"  pro­
posals of Jackson and Congress­
man  M orr is Uda l l  ( D-A riz . ) .  These 
would g ive the Secretary of Energy , 
or a mob i l izat ion board, the au­
thor i ty to choose s ix  energy devel-, 
opment projects and speed them up 
wi th  en hanced fund ing and by cut­
t ing t h rough regu l atory or env iron­
men ta l  ta ngles .  Synthetic fuel proj­
ects are l i kely targets if the  legis la­
t ion paSies . U da l l  has marked his 
bi l l  up  and i t  i s  ready for floor 
act ion ;  J ackson's  s ide of  it i s  part of 
the overa l l  bi l l  which J ackson hopes 
to act on ,  in commi ttee and on the 
floor ,  he fore the recess . 

The Ji na l l i kely piece o f  leg i s l a ­
t i on to move is the  Senatc ve rsi on 
of the a l ready-passed Moorehead 
Amendment mandat ing the pro­
duction of syn thet ic fuels by the . 
early 1 980s . Act ion is pend ing i n  
the Senate Ban k i ng and Energy 
com m ittees . 

Senate rejects im mediate 
licensing moratorium on 
nuclea r  plants, but opens door 
to future shutdowns 
In a series of  votes on the N uclear 
Regulatory Commiss ion 's  1 980 au­
thorizat ion ,  the Senate rejected the 
Ted Kennedy and Gary Ha rt-spon­
sored attempts to i m pose an i m me­
diate, s ix -month moratorium on 
the l i cen s i ng of new nuclear pla n ts, 
but i n  a cap i tu lat ion to Th ree- M i le­
I s land hyster ia  passed a dangerous 
amendment ho ld ing open the pos­
s ib i l i ty of  p lant  shu tdowns n i ne 
months  from now.  

The l a t t e r  a m e n d m e n t ,  t h e  
Hart-S impson Amendmen t ,  man-
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dates that  any  state which has not 
prod uced a plan for an  emergency 
respon se to a nuclear p lant  acciden t 
and  had that  p lan approved by the 
N RC faces the sh utdown of some 
or  al l  of  the p lants funct ion ing in  
that  state.  Th i s  cou ld  affect some 1 6  
states. hav ing over 30 p lants  func­
t ion ing  wi th in  their borders. The 
states have n.ine months in which to 
dev ise p lans  ( i n  some cases. such 
.plan s  m ust pass state legis latures 
which may not convene aga in unt i l  
next J anuary ) which m ust then run 
the N RC gaunt let .  

Oppos i t ion  to the proposal was 
led by Senators Bemlet Johnston 
( D- L a . )  and J i m  McClure O�:-Ida­
ho ) . who proposed various changes 
which wo u ld .  in e ffect . have gutted 
the S impson- Ha rt provis ions .  In a 
l eg i s l a t i v e  s l e i g h t - o f-h a n d .  t h e  
leadersh ip  brough t t h e  Johnston­
McCl ure A mendment up as the 
fi rst order oJ busi ness on Monday.  
J u ly 1 6 . ra ther  than at the end of  
th e day as  previously schedu led . 
McC l ure and  o thers had not eVen 
ret urned to . the capital  from their 
. home states and the amendment 
l ost by th ree votes. 40 to 37 .  

Later votes on the  McGovern 
and Ken nedy amendments lost by 
marg i n s  of 55 to 37,  indicat ing the 
feebl� but st i l l  existent support for 
nuclea r ene�gy i n  the U .S .  Senate. 

McCormick Commission 
proposes �sion energy drive 
Whi le the focus of President Car­
ter' s  energy program and that of . 
many Congressmen is on energy 
austerity and synthetic fuels boon­
doggles. the  H ouse Energy Sub-
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com m ittee of Congressman John  
McCormick is  d i scuss i ng wha t  t h e  
centerpiece of- a rea l  energy devel­
opment  program must be-fus ion 
energy . Congressman  McCormick  
has formed a com m i ss ion or  key 
"outs ide experts"-inc l ud ing Dr .  
Robert H i rsch o f  Exxon ,  Dr .  R ich­
ard Balzh i ser o f  E P R I . Dr .  Ro bert 
Conn of  the U n i vers i ty of W i scon ­
s i n . Ersel Eva ns  of  West i nghouse, 
Dr .  Ken Fowler o f  Lawrence L i v ­
ermore Laborato ries ,  Dr .  H a ro ld  
Furth of the  Pr inceton P lasma 
Physics Laboratory ,  Joseph Gav i n  
of  Grum man Aerospace, Dr .  Hen­
Ty Hebeler of Boeing Engi neer ing ,  
Dr. John  Land i s  o f  Stone and 
Webster Engi neer ing ,  Dr .  T i h i ro 
Oh kawa of Genera l Atomic ,  Bob 
Smith of  PS E&G ,  and Dr.  A l v i n  
TrAveipiece o f  Science Appl ica­
t ions ,  I nc .-to adv ise h is subcom­
mittee of the House Sc ience and 
Technology Commi t tee on the pos­
s ib i l i ty and i mportance of deve lop­
ing fus ion energy . 

T h e  s u b co m m i t t ee  m e t  l a s t  
week ' w i th  t he  Comm ission  for 
heari ngs on Capi tol  H i l r. Edw in  
K in tner ,  t he  head of  t he  magnet ic  
fus ion program at the Department  
o f  Energy and  Dr .  G reg Canavan 
of  the DOE's  i nert i a l  fus ion pro­
g r a m  te s t i fi ed . A cco r d i n g  t o  
sources close t o  t h e  com m i t tee, the 
Comm iss ion wants  to have a $ 1 00 
to $ 1 50 m i l l ion  increase i n  the mag­
netic fus ion program fo r 1 980 and  
a 50 to  1 00 percent  i nc rease fo r 
1 98 1 .  For the inert ia l  program ,  i t  
has been reported tha t  the  DOE's  
Foster Com mi ttee has ca l led for a 
$50 to $ 1 00 m i l l ion i ncrease for de­
ve lopment of the type of l aser tha t  
would be used in a work ing fus ion  
reactor .  Most s ign i ficant ly ,  Cana-
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van d i d  not  ment ion t h i s  or  t he 
Foster Comm i ttee a t  a l l .  Sources 
i nd icate t ha t  Deputy Energy Secre­
t a ry John  Deutch to ld the fus ion 
o ffic i a l s  to rest r ic t  the i r test imony 
to the  Ca rter  adm in is t ra t ion ' s  do­
noth i ng  approach to fu s io n .  

C o n g res s m a n  W y d l e r ,  w h o  
spoke a t  t h e  hear i ngs last  week ,  
emphas i Led t h at any  step- up  i n  t he  
fus ion p rogram had to  be  made in  
add i t ion  to a step- up  i n  fi s s ion pow­
er  expans ion .  

" M  in i"  Davis-Bacon repeal 
temporari ly sta l led 
One of the severa l attem pts at p ie­
cemeal  repeal of the  Dav is- Bacon 
Act (wh ich  effect ive ly guaran tees 
u n i o n -sca l e  w ages on federa l l y  
funded construct ion projects )  was 
tempora r i ly s ta l led on  J u ly 1 2 , 
w hen t he  Tower Amendment  to the 
m il i tary con struct ion au thorizat ion 
was re fer red to  the Senate Labor 
and H uman  Resou rces Commi t tee 
for fu rther s tudy .  That commi t tee 
now has  un t i l  J u ly 26 to report the 
b i l l  back to the  floor . wi th or  wi th- . 
ou t  recommendat ion .  :fhe com m i t­
tee cannot  b lock t he  leg i s la t ion . 

The  Tower  A m e n d m e n t  ex- ' 
em pts m i l i t a ry construct i on proj­
ects from Dav is- Bacon provis ions 
and  had passed t he  Senate A rmed 
Se rvi ces Com m it tee ear l i e r  in t h e  
yea r  by an overwhelm i ng vote.  Tne 
Senate Labor Com m it tee i s  not  ex­
pected to report  with recommen­
dat ion ,  however, and the  i ssue w i l l  
be reso lved on the  floor .  Towcr 
A mendment  supporters s t i l l  pred ict 
a figh t ing chance fo r passage. 
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Si l kwood verd ict a ba rrier 
to nuclea r development in the U .S .  
I f  nuclear power is  to help the United States find the 
solution to its energy problems,  a prerequisite wil l  be 
the overturn ing of last May's Oklahoma federal district 
court verdict awarding $ 1 0.5  m i l lion in damages from 
the 'Kerr-McGee Corporation to the  estate o f  Karen 
Silkwood arising from Silkwood's a l leged contamina­
tion by plutonium in  1 974. 

The verdict, delivered in the' wake  of the trumped­
up hysteria over the Three Mi le I s l and incident and 
hailed by environmentalists as a signal to "go l ike hel l" 
against nuclear installat ions around the country, is m ost 
significant not for the size of  the damage award, but 
because it establishes a legal precedent for applying the 
doctrine of "strict liabi l i ty" to the nuclear industry . 
Under this doctrine, which only recently gained credi­
bility in  the U.S .  courts, nuclear-industry employers 
will be liable for damages for any injury suffered by an 
employee, even if they conform to all federal safety 
standards, and even if an inj ury was d ue to employee 
carelessness. Had the doctrine been applied against the 
1 9th century development of rai l roads in the United 
States, i t  i s  likely that the rail road system would never 
have been completed, because it would have proven 
"too dangerous . ; '  

Although the "strict l iabi l i ty" doctrine in the Kerr­
McGee deCision has only peen appl ied at the district 
court level, and has yet to be tested at the appeals  court 
or Supreme Court level, the possibil ity of such lower 
, court rulings to snarl nuclear development was dem­
onstrated several years ago. Then,  the 1 97 1  Calvert 
Cliffs decision-where the District of Co.1umbia Circuit 
Court of Appeals ruled that environmental impact 
statements c()\.lld be required at any stage of the devel­
opment of a nuclear p lant-was not appealed by the 
Atomic Energy Commis!!ion (then headed by James 
Schlesinger), and allowed to stand as precedent for 
several years until the Supreme Court effectively threw 

it out in its important 1 978 decision in Consumers Power 
v. A eschliman. 

' 

, Kerr-McGee is expected to appeal the Si l kwood 
decision and, according to legal experts, its appeal is  
l i kely to chal lenge three rul ings by the presiding j udge 
in the Oklahoma court, J udge Frank Theis. 

The first, and most critica l ,  wi l l be the chal lenge to 
the "strict l iabi l ity" rul ing . As interpreted by the New 
York Times in its May 1 9  edition, " if  low-level radiation 
escapes and people outside the plant are harmed, the 
responsible company m ust pay the damages even 
though it met government safety standards and d id  its 
best to prevent the radiation from escaping ." 

"Strict l iabi l ity ," as a legal doctrine, is one which 
has a dubious background in U .S .  law. It arose in the 
1 9th century, as a British precedent, and at the time, no 
U .S .  court wou ld  adopt the doctrine of "strict l iabi l ity," 
on the groulilds that it was too great a hindrance to 
industrial development. I t  is only in the last 25 years or 
so,  in fact, that "strict l iabi l i ty" has gained a toehold 
in U.S.  courts .  If  i ts  application to the nuclear industry 
i s  upheld ,  i t  wi l l  have a crippling effect on the devel­
opment of n uclear power in the nation. 

In the S i lkwood case, the only recourse left to the 
defense was to prove that Karen Si lkwood purposefu l ly  
contam inated herself, an assertion virtual ly impossible 
to prove. 

The second contestable ruling was repeated by Judge 
Theis in severa l  specific instructions . According to 
J udge Theis ,  the ju ry should consider the government 
standards for the nuclear industry as nothing more than 
expert opinion .  This effectively deprived government 
standards of their right fu l  considerat ion as having the 
force of  law, and left the j ury free to adopt its own set 
of regulations in the area of p lutonium processing: it 
a l lowed the opinion of a layman to carry equal weight 
with that of a nuclear expert. 
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It was a sim i lar lack of  regard for' government 
regulat ions that prompted Supreme Court Ju stice Wi l ­
I iam ' Rehnqu ist to chast i se the lower courts for to ler­
ating it in the 1 978 decis ion in favor of nuClear power, 
Consumers Power v .  A eschliman. 

I n  that case, the Supreme Court sharply condemned 
the obstruct ionist tactics of env i ronmental ist opponents 
of nuclear power. Speak ing for the Court, Ju st ice 
Rehnqu i st took dead a im at judges who perm itted the 
environmental ists to delay indefin itely the construction 
and operation of  nuclear i nstal lat ions .  "To say that the 
Court of Appeals '  final  reason for remanding i s  i nsub­
stantial  i s  at best a gross understatement," said Rehn­
qu ist .  "The reports filed and reviewed l i teral ly fi l l  
books ,  the proceedings took years . . .  T o  nu l l i fy that 
effort seven years later because one report refers to 
other problems . . .  borders on the Kafkaesque ." 

The effect of J udge Theis 's  charge to the j ury goes 
against the Supreme Court's ru l ing in the Consumers 
Power case. To instruct a jury, particu lar ly one condi­
t ioned by the hysterica l press coverage of the M arch 27 
malfunction ing of  a reactor at the Three M i le I s land 
n uclear fac i l ity, that federal safety regulat ions carry 
l i ttle special weight ,  set the industry back to the j udic ia l  
tradition dominant before the decis ion on Consumers 
Power had been rendered . 

r 

The sizable award of punit ive damages was the' third 
flaw. The jury divided the damages in the fol lowing 
way: one half million dollars was awarded to the estate 
for the actua l  damage al legedly suffered by S i lkwood, 
and $ 1 0  m i l l ion was awarded in punit ive damages, even 
though damages were never proved . 

Punit ive damaaes are usually granted for wanton 
derel iction of respons ib i l i ty and supposedly to deter 
sim i lar  omissions on the part of others. 

However, Judge Theis failed to inform the j ury that 
Kerr-McGee was in fact found to be in  substant ia l  
compliance with l icensing conditions and pievai l irig 
Department of Energy regulations .  This, the defense 
counsel pointed out, should have precluded an award 
of  punitive damaaes. Hitting a company in substantial 
comp liance with lovernment health and safety stand­
ards with mi l l ions of dol lars in punitive damages is 
tantamount to a declaration of  open season on the 
i ndustry .  

Reversing support fer nvelear power 
The jury verdict favoring the claims of the S i lkwood 
estate came after a year of courtroom victories that 
upheld the development of  n uclear power as the wil l  of  
the nation, as expressed in  legislation passed by Con­
gress. The Supreme Court's unanimous decis ion in 1 978 

The facts of the Si l kwood case 

The Karen S i lkwood case has been an environmen­
tal i st cause celebre for four and one-ha lf  years .  The 
contextual ci rcumstances - of how she was contami­
nated by p lutonium at the Kerr- McGee Corpora­
tion ' s  Oklahoma nuclear fuel processing fac i l i ty and 
at her apartment-the issue in  the damage su it  filed 
by her estate against Kerr-M eGee-and k i l led in a 
car crash in. 1 974, indicate that she was a pawn in  an 
envi ronmental ist chess game p layed against the nu­
clear industry . 

.. Her investigation of  the Kerr-McGee fac i l ity was 
conducted at the di rection of the Oi l ,  Chemical and 
Atomic Workers Union ,  a un ion which has worked 
closely with the Warburg-run I nstitute for Pol i cy 
Studies (a top terrorist contro l center) on the issues 
of health and safety in the workplace . I ndeed, the 
OCA W was locked in  a showdown with Kerr- McGee 
at the time that Si lkwood was k i l led.  

Once a l l  the environmental i st rhetoric i s  cleared 
away, the essential point rai sed in the S i l kwood case 

is, wh.o was responsible for K aren S i l kwood's con­
tamination ,  and how much injury did she suffer .  The 
conspiracy charges leveled by the p la intiffs against 
Kerr-McGee were a political smokescreen, designed, 
as reported in  various " radical" publ ications, to help 
keep law enforcement authorities at arm's length in 
investigations of the terror i st aspects of the antinu­
clear m ovement, and having nothing to do with the 
actual case . 

The actual  damages that K aren S i lkwood suf­
fered relate on ly to the nine days beg inning with her 
in i tia l  exposure to pluton ium on Nov. 5, 1 974, and 
ending with her death in  an auto crash on Nov.  1 3 :  
For this nine-day period i n  which n o  demonstrable 
physical inj ury occurred, the Si lkwood estate was 
awarded $500,000 in damages, and $ 10 mi l l ion in 
puniti ve dama8CS. The size o f  the award is  only a 
whisper of what can happen i f  the strict l i abi l ity and 
government standards rul ings made during the tr ia l  � 

are a l lowed to stand. 
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i n  favor of the nation' s n uclear industry indicated the 
I<?w level of  the Court's tolerance of environmentalist 
courtroom shenanigans .  

Right  after the Consumer Power decision , the  court 
deal t  another severe b low to the antinuclear lobby by 
reversing a federal judge and uphp lding the consti tu­
tionality of the Price-Anderson Act, which l im its the 
l iabi l ity of any company in the event of a n uclear 
accident .  This trend was furthered by a federal j udge in 
San Diego, who ruled this past March that the state of  
California went  beyond the  j urisdiction a l lotted to i t  
under the U .S .  Constitution . by passing a series of  
prohibitive l aws that added up to a de  facto moratorium 
on nuclear p lant  con struction . 

What ha ppened to Karen Silkwood? 
The facts of Karen Si l kwood's supposed exposure to 
plutonium and her death remain shrouded in mystery . 
However, the events bear the stam p  of  a conspiratorial 
pol itical operation .  

Karen S i lkwood was  employed at Kerr-McGee p lu ­
tonium processing faci lity in  Cimarron ,  Oklahoma.  
D uring the m iddle of  1 974, S i lkwood became involved 
in the efforts of the Oil , Chem ical and Atomic Workers 
union (OCA W) to expose a l leged health and safety 
violation s  at the Ketr-McGee plant .  The OCA W has 
been the spearhead for environmenta l ist organizing 
around health and safety in  the plant issues. 

Between Nov. 5 and 7 ,  1 974 Si lkwood was contam­
inated by p lutonium from the Kerr-McGee faci l i ty .  The 
Nov . 7 contamination occurred not on ly at her work­
place but also at her apartment .  The question of  how 
she was exposed to p lutonium while in her apartment  
was the subject of great debate, but  was  never conclu­
sively proved by any party in  the case. 

Supposedly, the persona l  trauma of her exposure 
prompted Si lkwood to arrange a meeting with national 
OCA W officia l  Steve W odka and with David Burnham, 
a reporter for the New York Times. At  this meeting she 
was to discuss her personal  experience and observations, 
as wel l  as certa in company documents which woul d  
serve a s  the basis for a wel l-publicized expose of  the 
hazards to which Kerr-McGee employees were subject­
ed. Whi le  driving to this meeting, S i lkwood was k i l led 
in an automobi le accident .  The company documents in 
question disappeared . 

A lmost immediately, Karen Si lkwood became a fol k  

legend in the environmental ist movement. Over the past 
' four  and a half years, wherever the environmentalists 
have gathered, the name of S i lkwood has been , right­
eously invoked as a symbol of the evi ls  of nuclear 
power. The suit conducted by her legatees against Kerr� 
M cGee was shaped, in the words of one leftist scribble 
sheet, to "put n uclear power on trial . "  To that end, the 
enem ies of nuclear power have been p�rtial ly successfu l .  

H owever, the  Si l kwood lawyers d id  lose on  impor­
tant strategic point in their case. In September 1 978,  
Judge Theis  ru led that the part of  the suit  charging 
Kerr-M cGee with conspi racy to violate the rights of 
S i lkwood and her fel low employees was improperly 
drawn as a class action . This attem pt to prove conspir­
acy by the environmentalists appeared to be an attempt 
to keep police and other investigators from monitoring 
their ranks for lawbreakers and terrorists . Judge Theis's 
ruling in this area was a defin ite setback to any overt 
deployment of terrorist gangs against the nuclear in­
dustry. His ru l ing was expectedly greeted with howls of 
frustration from such antinuclear publications as the 
Village Voice, which claimed that i f  this decision was 
not overturned "it wi l l  be open season for an environ­
mentalist witchhl,IOt." 

Industry must fight back 
To al low the Si lkwood verdict to stand wi l l  erode public 
confidence in the nuclear industry . The extent of this 
erosion i s  a factor in the industry's pronounced tend­
ency to allow itse l f  to be put on the defensive by the 
environmenta l i sts , not because the industry has shown 
a lack of achievement in the field of nuclear power . The 
battle to reverse the legal precedents in this case cal l  for 
an aggressive campaign by the nuclear industry. 

A further factor shaping the env i ronment of the 
Si lkwood case was the fraudulent coverage of the Three 
M ile I sland incident .  The evidence pointing to sabotage 
of the faci l ity there has been exhaustive ly reviewed by 
this publication and by others . The Kerr-McGee attor­
neys noted the probable impact of  the press coverage 
of the Harrisburg incident on the Si l kwood verdict. But 
they did not present the evidence indicating the degree 
of fal sehood and demagogery invo lved in that coverage 
and their motion on this point was denied by Judge 
Theis, and the case was put to the jury fewer than 50 
days after Three Mi le  Is land . 

-Sanford Roberts 
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'Mexico won on J u ly l '  
fiR 's Mexico City correspondent analyzes issues, results o f  recent election 

On J uly 1 5 , a new era in the history of the Mexican 
republ ic was opened with the announcement by the 
Federal Election Comm ission of the winners of 1 00 
congressional  seats allotted to Mexico's m inority parties 
under the new political reform . I ronicaUy, on the same 
day, G ustavo Diaz Ordaz, a man identified with the era 
that Mexico is now putt ing beh ind itse lf  and the presi­
dent of M exico during the Tlatelolco massacre at the 
1 968 Olympic Games, died . The J uly I elections were 
a major step forward in the strategy to ensure that the 
1 968 tragedy would not be repeated . 

The I n stitutional Revolutionary Party (PRI )  created 
by the leaders of the Mexican revo lution has ruled for 
50 years as a majority party with such a smal l  institu­
tional ized opposition that President Jose Lopez Porti l lo  
ran  unopposed in 1 976. During the  Luis Echeverria 
admin istration ( 1 970-76), a "democratic opening" to 

" opposit ion parties paved the way for the pol i tical reform 
begun under the, present admin istration .  The recent 
elections are a cu lmination of the process of pol itical 
reform begun almost three years ago . The purpose has 
been to create more popular pol itical consciousness and 
participation and to institutional ize the opposit ion so 
that debate in the Congress and the media can replace 
the destabi l izing capabil ity i ntrinsic to a fringe�l ike 
opposition pitted against not only the PRI ,  but the 
constitutional system itsel f. 

In  the period leading up to 1 968, the inflexible 
pol itical structure of the PRI and the arch-reactionary 
President Diaz Ordaz created an atmosphere in whk:h 
the enem ies of the Mexican constitut ional system, the 
Ango-A merican ol igarch ists, were able to use easily 
manipu lated student dissidents, often run by the local 
Mexican ol igarchy, to destab i l ize the nation and prepare 
a m i li tary coup. The economic crisis brought abo",t by 
the Diaz Ordaz policy of "stabi lizing development," 
namely, zero-growth-by contrast with the two suc­
ceeding administrations' emphasis on strong state-sec­
tor development through large industrial projects-had 
created major social tensions that only a m i l itary gov­
ernment could handle eas i ly .  

Diaz Ordaz, however, whi le thoroughly committed 
to the zero-growth principle, was not committed to the • 
oligarchy's design for a mi l i tary coup against hi� pres-
idency . While they used the student left as cannon 
fodder, Diaz Ordaz set about to prove that 'he could be 
as bloody and brutal as any mi litary dictatorship.  The 
result  was the Tlatelolco massacre, in which hundreds 
and possibly thousands died at Diaz's order. Diaz 
Ordaz refused to cede total power to the mil itary, which 
had been invited by the Pentagon to carry out a coup 
with U .S .  back ing.  

M exico has l i ttle to thank Diaz Ordaz for .  But in 
h is  refusal to give up his own presidential power, he, 
perhaps inadvertently, saved the presidential system so 
central to Mexico's consti tutional structure.  It was the 
presidential system itself that was the target of the 
Anglo-American destabil ization. 

As the Echeverria and Lopez Porti l lo administra­
tions have since shown, a strong president dedicated to 
industrial development, invoking the nation-building 
goals of the Mexican revolution,  has the power to 
thwart the M exican . o ligarchy and the zero-growth, 
slave-labor, genocidal policies of their foreign sponsors . 
I t  is no surprise that even a president h imself so 
dedicated to these principles as Diaz Ordaz was nearly 
overthrown . With the nationalization of Mexico's oi l 
by Lazaro Cardenas in  the 1 930s, a tradit ion had been 
created that could not be stamped out without the 
destruction of the presidency itself. 

The incoming Mexican legislature will see the par­
ticipation of a broad range of political opposition, 

I including Communist and Socialist parties whose mili­
tants participated i n  the student d issent of 1 968. This 
has been properly cal led "the maturation of Mexican 
democracy."  Despite the relatively poor showing 
among voters, and campaigns that failed to mobilize 
the popUlation around real i ssues, it can be said that 
" M exico won" on Ju ly I .  

The president and the opposition 
Contrary to the babbl ings of New York Times corre-
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spondent Alan Riding that the presence of · l oo  oppo­
sition deputies wil l  eat away the power of the president,  
the opposition's participation wi l l  strengthen the pres­
ident to carry out the program of national development 
and defend national sovereignty . That is what the 
reform was designed to accomplish .  

Six parties now make  up the  opposition; three of  
them received permanent .status as parties on ly  last 
week after gaining more than 1 . 5 percent of the vote in 

. the J uly l elections. Thei r  entry into the electoral 
process (and, soon , the legislature) creates a potent 
focus for change within the institutions of government. 
As the president of the Federal Election Com m ission, 
Mi nister of Government Olivares Santana, stated, the 
new electoral process, with al l  its deficiencies , can now 
be strengthened . "The respectabi l ity, the sovereignty, 
and the capacity for negotiation of our nation will be 
strengthened to the extent that our electoral processes 
purify and perfect themselves ." 

Eighteen mi l l ion M exicans voted . N early 50 percent 
of the eligible voters did not.  Out of 400 congressional 
seats, 300 by majority vote and 1 00 allotted to minority 
parties according to the size of their overall vote, the 
ruling PRI received 296 seats, losing only four  of the 
m&jority allotment to the right-wing action party, the 
PAN .  While this fascist party remains the first opposi­
tion party within 49 seats, they received a smaller vote 
than in  previous elections .  The Mexican Com munist 
Party, which ran with a coalit ion of left groups,  won 1 7  
seats, the Popular Sociali st Party won I I , the Socialist 
Party of Workers (PST) won 9, the A uthentic Party o f  
the M exican Revolution, 9,  a n d  the M exican Demo­
cratic Party, a right-wing party, won ' 8 .  

A PST spokesman stated last week that "the real 
loser in the elections was the right ."  The spokesman 
added that "this puts the state in  a great position to 
push forward the political and economic reform which 
the people demand, and puts the government in  the 
best position to negotiate with the U .S .  without internal 
pressures." The U .S .  threat to mi li tari ly "protect" Mex­
ico's oil supplies demonstrates the necessity for strong 
support for the president by all progressive forces . 

Popular Socialist Party leader Jorge Cruickshan k 
placed emphasis on the fact that the right-wing PAN 
and PDM won fewer votes than in previous elections .  
H e  called the political reform a step forward, b u t  said 
that there m ust be broad voter education to consolidate 
the electoral process. Cruickshank criticized the PA N 
and the Comm unist Party for their cam paign of attacks 
on the government.  He also rejected the Comm unists' 
call for a larger coalition on the left in the next elections .  
"We m ust strengthen a democratic patriotic front 
against the power of  the right," said Cruickshank.  

The next step 
Following the elections, a party that did not run can­
didates , the M exican Labor Party (PLM) ,  called for the 

mobil ization of a national anti-imperialist front . in de­
fense of the government. The PLM , which has com­
pleted requirements to become a national pol itica l as­
sociation and has launched its campaign to achieve 
official party status for the next elections, criticized the 
campaigns of al l  parties in  this month's elections for 
fail ing to focus the population on the fight for national 
sovereignty and a new world economic order. There 
was no real pol itical education in these elections . 

The statement,  issued by the PLM's  National Ex­
ecutive Committee, declared that the election results 
prove ."tbe voters favored the parties which officially 
represent revolutionary nationalist or socialist options. 
Thi s  occurred despite the fact that some of these parties 
never translated this popular hope into concrete pro­
grams and despite the fact that the PRI  carried out a 
frankly reactionary campaign .  

"The right," continued the  statement, " in spite of 
its costly campaign and the presence of a new right- . 
wing party with a popul ist face, the PDM,  did not 
succeed in gain ing the support of the working popula­
tion ." 

Of the ruling party: "The PRI  did not  offer its 
voters a concrete program to advance the Mexica,n 
revolution ."  I n  spite of the excel lent economic programs 
of the "most disti nguished member of the PRI ,  Presi­
dent Lopez Porti I lo ," the PRI refused to rally the 
popUlation around the fight for a new world economic 
order, which is  crucial to Mexican development plans.  

The right-wing parties carried out a vicious anticom­
m unist campaign, with the help of the church, which 
ordered the faithfu l  not to vote for the communists or 
any of the social ist parties. The PR I ,  sure of its peasant 
and worker bases, chose to v ie with these parties for 
the middle class vote, running an anticommunist cam­
paign of  its own with the slogan . "to continue being 
free, vote PR I ." 

The PLM also harshly criticized the Mexican Com­
m unist Party for effect ively a l lying with the fascist PAN 
in its antigovernment posture, and for refusing to 
support the govern ment in its battle· to maintain Mex­
ico's sovereignty aga inst the demands of the Carter 
adm inistration, thereby openi ng the  door to the desta­
bi l izers of Mexico, "enem ies not only of social ism, but 
of any form of progress ."  

I t  is necessary, said the Mexican Labor Party state­
ment, to push forward the pol i tical reform by "educat­
ing, organizing and mobi l izing the mi l lions of voters 
who gave their vote to parties they understood to 
represent the idea of progress, into a great national 
anti- imperial ist front .  The front must defend the right 
to economic and social progress as well as mobi l ize ' 
i nternational solidarity for peoples fighting for those 
same right�, as in N icaragua ."  

-Robyn Qui;ano 
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Revea l p la n fo r u .s .  pot l eg a l ization  
A p lan for the U .S .  government to buy the ent ire 
mar ij uana  crop of Colom bia and distri bute it under 
government monopoly to states where the drug has 
been decri mi na l ized or legal ized for so-ca l led medic ina l  
pu rposes, is now under serious consideration by h igh 

. offic ia ls  i n  the Carter Admin i stration .  Th is  is  .one of  
the m ore shock ing aspects of U .S .-Colom bian pol icy 
on the drug question that was revealed in  an i n terview 
with Colombia 's  leading advocate of drug legal izat ion ,  
Ernesto Sam per . Pizano, made avai lable to Executive 
Intelligence Review by journa l i st ic sources in N ew York .  

M r. Samper Pizano i s  the president of  Colombia 's  
N at iona l  Association of Financia l  I n st i tutes, a research 
t h i n ktan k funded by Colombian ban ks-he, in fact, 
com pares it to the U .S .  Brook ings I n stitute. He  arrived 
in the U .S .  this month for a six-month stay, dur ing 
which he intends to lobby among congressmen ,  senators 
and other pub l ic  figures for legal ization of the produc­
t ion ,  expo rt ,  and consumption of marij uana  in  both 
Co lombia  and the U n ited States. 

Samper Pizano was i nvi ted to this country by he 
U .S .  State Department in  June-the same t ime that 
State was attempt ing to deny an entry visa to Fausto 
Charr is ,  l eader of the National Agrarian Federation of 
Co lombia .  Despite State's attempted i n terference,  Char­
r is  obta ined his visa, and has j ust completed a fi ve-state 
tour of the U n ited States at the invitat ion of the New 
York -New Jersey Anti-Drug Coal ition .  

The fight i n  Colombia 
In meet ings with congressmen, mayors, un ion leaders, 
pol ice ch iefs, re l ig ious leaders, and others, Charris 
conveyed the message that the Colombian people wan t  
development-n uclear technology, farm machinery, 
heavy industry-and not a drug economy.  Spea k i ng in 
l':'lew York , Chicago, Detroi t ,  and Los Angeles, Charr is  
sa id that  "the greatest resource of the U n ited States is 
the m inds of i ts populat ion,  its science and techno logy 
. . .  and these resources are vital fo r the development  of 
the Th i rd World-we cannot al low them to be de­
stroyed. 

Sam per's message i s  qu ite di fferent . In the name of  
"mora l ity and ethics ,"  Sam per proposed that h i s  coun­
try be converted in to a lega l ized drug producer. Sam per 
has gran ted an interview to the drug-cu l ture magazine 

High Times; he i s  i n  contact with the National Orga­
n ization for the Reform of M arij uana Laws (NORM L), 
Professor N o rman Zinberg of Harvard U n iversity, who 
proposes to lega l ize a l l  drugs, and other indiv iduals 
and groups of  s imi lar repute. He th i nk s  that Senator 
Edward Kennedy is  the best man to do the job of 
legal izat ion on the U .S .  s ide, and in tends to step up his  
contacts wi th  Washi ngton i n  the fa l l .  

. 

The administration connection 
At the suggest ion of  White House Advisor on Drug 
A buse Lee Dogoloff, Sam per Pizano met with Ralph 
Duncan ,  U n i ted States representat ive to the I nter­
A merican Development Ban k .  I n  a J u ly 3 meeting, 
Sam per put forth his lega l izat ion proposal .  " H e  [Dun­
can ]  said to me that he was 1 00 percent  i n  accord with 
my legal izat ion program,"  Sam per reports .  

Reached at h is  Wash i ngton ,  D.C.  home this week , 
U .� . delegate Duncan ca lled the proposal to buy the 
Colombian marij uana crop "something serious to ex­
p lore ."  

"I t  wou ld  be very i n terest ing to see what  the total 
cost of i n terdict ion is," Duncan  said, " i nc l uding not 
j ust budgeted costs,  but th ings l i ke  overhead on Coast 
G uard sh ips that never get accounted ; and see how it 
re lates to the total price paid the farmers now. If the 
cost were lower it m ight be smarter for interdict ion to 
go that route ." 

Asked what the U .S .  Government would do with 
the drug harvest, Duncan replied, "Some could be 
destroyed, some cou ld be used for l icit purposes ." 

Duncan a lso h inted that the idea was being consid­
ered at h igh leve ls  of  the Treasury Department .  " I f  you 
rea l ly  want to do a story on th is ," he told a reporter, 
"I suggest you cal l  up Treasury . Now, don't  go below 
the level of, I 'd say, deputy ass i stant secretary ,  and ask 
i f  it was ever considered . Don '(  ask if  the government 
i s  fu nding a study of th is .  You're not going to get 
anybody to tel l  you that .  But  propose the  idea that i t  
m ight be cheaper to s imp ly  buy  up the  whole crop 
i nstead of spending the h uge cost of i n terdiction . . .  I 
wouldn ' t  be tal k i ng to you now i f  there wasn 't some­
th i ng serious to explore .  The i n terdiction  system we 
have now is nowheresv i l l e ."  

- L .  Hecht 
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Sa m per  Piza no :  ' l eg a l ization  i s  the so l ution '  
The following is the text of an interview with Ernesto 
Samper Pizano, Ihe president of Colombia 's National 
A .uociation of Financial Institutes. The interview was 
made available to Execut ive I n tel l igence Review by a 
news source in New York . 

Q :  Mr. Samper, you direct a very important banking 
association in Colombia,  the National A ssociation oj 
Financial Institutes ( N I Fl, correct? 

• 

A :  Yes. 

Q: Now, in your opinion about the legalization oj 
mar(;uana and so on, are these the opinions of the 
a.uociation, or your personal opinions? 
A: These are the op in ions  of my i n st i tut ion . We have 
a team of i nvest igators. people who are doing research 
at this m oment .  and they have completed their  task and 
made the ir  conc lus ions .  and (ours )  may be the on ly  
soci a l  and economic  study about the problem of m ari­
juana i n  Colom bia .  The ma in  conclus ion was that the 
on ly way that Colombia can so lve the marij uana  prob­
lem is to legal ize it .  But .  that I propose to be done 

because we have a big ethical prob lem and we have to 
th ink  about $200 mi l l ion  a year i,n the en forcement 
campaign . You understand? 

Q :  Yes , the U.S. also spends IIlOlIey 011 this? 
A: Yes. about $2 m i l l ion of the $200 m i l l ion that 
Colombia spends.  And that i s  the budget of  the J ustice 
M in istry and the Heal th M i n i stry. We need that  money 
to have socia l  programs  and investments .  And i n  th is  
effort.  we have con verted the Sierra Nevada i n to a 
smal l  V ietnam . You  know.  we are k i l l i ng our own 
farmers. who are not recei v ing their share of  the mari­
j uana  busi ness. 

Q: Well, let me get 011 to somethillg else. You say that 
this would require a joillt eJfim (II hoth gO l"ernmellts to 
implement this legali=atioll proposal that you hal'e .  Who 
do you thillk ill the Ullited States lI"ill Il'Ork Oil this? A re 
you ill colltact with people, or are other people ill COli Wet 
with people ill the Ullited States. II"ho are arw proposillg 
this? 

the only way that Colombia can solve the mari­
juana problem is to legalize it. But, I propose that be 
done jointly with the U�S. 

A :  Wel l .  I have many inv i ta t ions  
from many people to d i scuss the 
drug economy and marij uana  wi th 
them . M any people are on ly  in ter­
ested in knowing about ou r  thesis :  
and others have a rea l  in terest in  
l e g a l i z a t i o n . Y o u  k n o w 
NOR M L'? . . They are ' fo r legal iza­
t ion . . . .  

joi n t ly wi th the U n i ted States. not  on ly  by Colombia .  
I propose lega l izat ion .  but  wi th the  U .S . •  because we 
don ' t  th ink  i t 's  a sol ut ion on ly  to . lega l ize i n  Colom­
b ia :  . . .  

Q :  Now you propose specifically that mar(;uana should 
he legalized, and then the government would tax it . and 
you would take that tax money under government control 
and apply it to various needs of the country. Is that your 
basic idea? 
A :  Yes. that 's the basic idea . But let me say someth ing .  
Some people th i n k  that  we are proposing lega l izat ion 
because we are interested i n  the money from the m ari­
juana .  Even if we did not receive any money from the 
marij uana . . .  we would have made a good i n vestment .  

Q: Well, what ahout people ill the g o  I '  e r n m e n  t ?W e 
certainly hal'e mal1Y cOllgressmell here II 'ho ha\'(J-ll'ell, 
as I think you know, we have decrimillali=atioll. NOlI ' ,  this 

is not legalization. but it 's a certain k ind of a step . . . . 
A :  I t ' s  the same th i ng . . . .  

Q :  You feel it 's the same? 
A :  Yes, I th i nk  so . Let me explai n .  I t ' S  a problem of 
balance .  Our problem is that we are try ing to contain 
the supply when the demand i s  not under contro l .  A nd 
you have many symptoms here , that the marij uana is 
r is ing in  the street .  You have decrimina l izat ion i n  I I  
states and you also have I I  states that permit  marijuana 
for medica l  uses . And that is  the r is ing of demand.  
R ight? . .  
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Q :  Dr) you think that the Carter administration would 
ever do it ( Iegalize-ed. ) though , or do you think it will 
take a new administration before this is implemented? 
A :  1 don' t  know.  1 know that the posi t ion of the Carter 
admin i stration is against legal izat ion ,  but 1 th in k that 
there are many ways to fi nd  a so lut ion to the problem 
without ( immediate) legal izat ion . For example, we can 
make jo int  con tracts to export marijuana for medical 
uses. You k now that the general cont ract regulat ing 
marij uana is the Geneva Convent ion .  And the Geneva 
Convent ion permits the export of marij uana  for medical 
uses . . . .  

Q :  You 're familiar with the NORML lawsuit against the 
State Departm�nt about the question of paraquat . . .  ? 
A :  . . .  1 th in k that paraquat is the most i nhumane drug 
we could ut i l ize as the solution to the marijuana prob­
lem ; It i s  a defol iant and it k i l l s  only the smal l  p lants, 
but the b ig plants assimi late i t  and 
survive .  Th us ,  i t  becomes a question 

terms of Senator Kennedy, who is mak ing a presidential 
bid, how do you think it is possihle jiJr a perSO/1 like him 
to appear puhlicly in favor oj marijuana � 
A :  Yes, I thin k that i t  is very d i fficu l t  with the marijuana 
i ssue to obtain pol i t ica l  support . I t  i s  very di rricu l t .  

But ,  i f  you present  the issue as a socia l  problem ,  as 
a problem wh ich is caus i ng  more danger to American 
society with the enforcement campaign than with le­
galizat ion ,  you can prove to pub l i c  opi n ion that you 
are work ing  on  the drug issue in the r ight way . . . .  

. . .  You can see, if  you  look at  the way that lega l i­
zat ion has been goi ng, that  when elect ions are about to 
happen ,  lega l izat ion i s  very bad, but when the election 
passes, legal izati�n goes up. Right? And  I th i n k  that 
here in the U n i ted States ( t here) are . . .  people (who) wi l l  

. have i n fl uence on t h e  advisors t o  t h e  Wh i te House. This 
professor who went down there (to a sem inar  sponsored 
by Sam per in Bogota, Colombia  dur ing M arch-

of consumpt io n ,  because you export 
the poisoned marijuana.  I think that the person who is nearest the proposal 

for legalization of marijuana is Senator Kennedy. 
Q :  What ahout the proposals to put 
a coloring dve in the paraquat so that 
it con he detected? 
A : I th i n k  that it's very difficult to separate the mari­
j ua n a  wi th  paraquat from the marijuana without i t .  I 
th i n k  that  we can't use paraquat. 

Q : You don 't think it should he used? Because the 
Mexican program did eliminate a great deal of the 
Mexican mar(juana coming into the United States. In 
fact,  it 's said that because of the Mexican paraquat 
spraying, the growing shijied 10 Colomhia. So, ..... hy could 
Colombia not start a paraquat spraying program instead 
of your approach? . .  
A :  Wel l ,  the first answer is  that we are not yet con vinced 
that we shal l  e l im inate marijuana.  

Q :  Oh , I see. I didn 't realize you ..... ere mak ing the 
distinction. In other words you don 't think that marijuana 
is so bad. 
A :  N o .  I am not sure that we should do away with i t .  
I th ink  that legal ization would be  a way, beca use, in  
any case, there is st i l l  a lot of consumption and  the on ly  
way to el iminate marijuana i s  to  e l iminate the con­
sumption. And I don't think consumption is about to 
be el i m inated. That is the first poi nt .  . . .  

Q :  The problem is, who's going to do it, who 's going to 
carry it out? Who'.� going to he the president li'hO says his 
administration will call for legalization oj marijuana? . .  In 

ed . ) �  . .  he could not  go ,  but  sen t h i s  paper, Professor 
Norman Z inberg . He's  a professor at Harvard and he 
is for the legal izat ion of  a l l  drugs, not  on ly m arij uana ,  
but also cocaine ,  LSD,  a l l  d rugs. And he h'as a lo t  of 
i n fl uence with the advisors of the Wh ite House . . . .  

Q :  But, we have politicians here in New York-for 
example, A ssemblyman Franz Leichter . . . .  He proposes 
to bring the marijuana into liquor stores, that it should be 
sold like liquor, under state control in the liquor stores. 
A :  Ah ha l  I was ta lk ing  last  week w i th  the ambassador, 
or the representat ive of the U n i ted States at the I nter­
American Development Ban k ,  M r .  Duncan,  1 th in k ,  
and he  said that to me . . . .  H e  said t ha t  he was 1 00 
percent i n  accord with my thesi s ,  wi th my program , but 
that he didn 't  bel ieve that  the govern ment of President 
Carter would legal ize mar ij uana .  But, that i t  would 
study, poss ibly i t  would make  a study of the feas ib i l i ty 
of the government of the U .S .  buying al l  the marij uana 
crop and sel l i ng i t  here ( in the  U . S . -ed . ) .  

Q :  But, then the World Bank 's proposal jar substitution 
of crops -you don 't  believe that would work jar the 
reasons you said before? 
A :  No.  I don't  honestly bel ieve the World Bank on that 
subject .  . . .  But ,  I th in k that  the person who i s  nearest 
to the proposal for legal izat ion is  Senator Kennedy . 
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ABOR PERISCO 

Li ke Lemmi",. over the eliH 

Peo p l e  a r o u n d  the  A F L-C I O  
headquarters were al l  smi les last 
M onday morning, the morning 
after President Carter's so-cal led 
energy message. As one aide to 
A F L-CIO Secretary Treasurer 
Lane Kirkland put it ,  "this is  our 
energy program,  with only minor 
adjustments . "  The aide wasn 't ex­
aggerat i n g :  T h e  e m p h as i s  on 
breaking the OPEC oil cartel ,  the 
call for "energy independence" 
through massive multibi l l ion dol­
lar synthetic fuel boondoggles 
with heavy emphasis on coal, the 
cal l  for "sacrifice" and conserva� 
tion-al l are found in the A FL­
CIO Executive Committee's reso­
lution on energy passed last win­
ter . as a reaffirmation of earl ier 
resolutions. 

Kirk land and fel low Trilateral 
Commission and Committee on 
the Present Danger member M ar­
tin Ward had been among the I )()  
odd fel lows  who c l imbed the 
m6untain to meet with Carter 
during his Camp David recluse. I t  
is known that  both Kirkland and . 
Ward, the Plumbers and Pipe fit­
ters president, "urged" Carter to 
push forward on a massive syn­
thetic fuel program and, accord­
ing to another Kirkland aide, 
found "Carter and his  staff al­
r e a d y  t u n e d  i n  t o  O I H  
wavelength ."  Kirkland and Ward 
had other, more extreme anti­
OPEC suggestions, includins the 
long-.standing. AFL-CIO propos­
al to set up a national oi l  purchas­
ing agency, according to sources; 
they were told to "be patient ." 

When it was pointed out to an 

A FL-CIO spokesman that Cart­
er's Sunday n ight speech had ne­
glected to mention "nuclear ener­
gy," the spokesman. had a ready 
reply: "We have received assur­
ances from the White House that 
the administration remains j ust as 
committed to nuclear now as they 
were before the speech . . . .  " The 
spokesman took Carter's l ip serv­
ice to n uclear power in his J uly 1 6  
speech in  Kansas City t o  mean 
"nothing has changed 0", n uclear, 
j ust l ike we were told ."  The assur­
ances reportedly came directly 
from the White House to Lane 
Kirkland.  

No  one at A F L-CIO head­
q uarters cared to interpret what 
Carter's "having the same policy 
on n uclear as before" might mean 
to the industry . That policy has 
seen a virtual cessation of  n uclear 
plant construction in the U .S . ,  
with an accompanying loss of tens 
of thousands of jobs in  n uclear 
and related industries . In recent  
months, i t  has seen the shutdown 
of  dozens of operating n uclear 
plants for "safety reasons" in the 
wake of the Three Mile Is land in­
cident .  

Nothing, however, was going 
to deter the A FL-CIO leadership 
from slobberipg over the pro­
gram: i t  could have been an­
nounced by anyone. Within hours 
after the speech, Kirkland's office 
had drafted a short statement and 
released it under George Meany's 
signature. This is not to imply that 

. the 84-year-old, enfeebled Meany 
would not support the Carter pro­
gram-he has consistently sup-

ported calls for an energy autar­
ky-but to simply indicate what 
everyone i n  Washington already 
knows: Lane Kirk land is in ful l  
charge of the A FL-CIO bureauc­
racy. He is expected to formally .  
take charge of  the federation upon 
M eany's equally expected retire­
ment later this year. 

Kirkland and the AFL-CIO 
b ureaucrats in  Washington have a 
wel l-earned reputation for being 
totally out of touch with the think­
ing of secondary trade union lead­
ers and rank and fi le members. 
Thus, while Kirkland and compa­
ny were singing paeans to the 
"new" Carter energy program, in­
i t ia l  reports from around  the 
country found steelworkers at the 
plant gates, bui lding trades mem­
bers at construction sites and at 
union hal ls expressing disgust 
with the president's program,  es­
pecia l ly h is  cal l  for "greater sacri­
fice;� and energy conservation .  

Few workers h a d  heard o f  the 
Kirkland-Meany statement, but 
when told of its existence, they 
would comment, "it  figures ."  The 
general consensus is: "if this is 
what they are saying in Washing­

. ton ,  then Kirkland and Meany 
don't speak for me . . .  " 

Several bui ld ing trades leaders 
contacted after the speeches on 
Sunday and Monday, were ap­
pal led that the Carter administra­
tion is "walking away from n ucle­
ar." One East Coast local leader 
commented, "they are sel l ing out 
the whole n uclear program . . . .  " 
Such leaders did not seem wil l ing 
to accept the assurances by Carter 
officials of union-scale jobs in the 
synthetic fuels industry .  

The A FL-CIO leadership in  
Washington appears wi l l ing to 
fol low Kirk land over the cl iff on 
energy "sacrifice ."  The rest of the 
l abor movement may not, how­
ever, be wi l l ing to fol low. 

-L. Wolfe and M. Moriarty 



AMERICAN. SYfTE 

How the u.s.  might 
reconstruct N icaragua 

With the end of generations of loot­
ing of Nicaragua by the Somoza 
dynasty, the tasks of rebuilding the 
country into a productive nation 
have become more urgent. The 
United States has a special respon­
sibility as the industrial power of 
this hemisphere to lend its re­
sources to the reconstruction of 
Nicaragua. 

The political precedent for such 
a policy can befound in A merica 's 
o wn period of ReconstrucUon, 
when, after the Civil War, propo­
nents of the American System pro­
posed a program for rebuilding the 
South. Pennsylvania Congressman 
William D. Kelley was such a lead­
ing proponent of industrializing the 
South. A close associate of A bra­
ham Lincoln and Pennsylvania 
economist Henry Carey, Kelley 
maintained thrQughout the Civil 
War that Britain 's attempt to im­
pose free trade on the U.S. had 
provoked the bloodshed. That same 
British policy backed the Somoza 
regime, aiding the devastation of 
Nicaragua's population. 

The following selections are 
taken from 

'
a speech Kelley gave in 

Montgomery, A la. on May /6 ,  
/86 7. 

We have gone through a war 
unparalleled in history by the 
breadth of its theatre, the number 
and valor of its armies and the 
results of which in the long future 
of our country are destined to be 
more benificent than those of any 
other war. While we rejoice that it 
is over, and deplore the fact that it 

, could not have been averted, we 
have the satisfaction of knowing 
that the sufferings attendant upon 
it mark the birth of a new and 
grander nation than the world has 
yet seen . . . .  Let us therefore, hope 
that in this war we have gone 
through the throes of the birth of 
a new and noble nation.  

. 

. . .  To return to the contrast 
between your State and New Eng­
land. She has no copper, lead, or 
gold, while nature has given them 
all to Alabama with lavish hand. I 
have been surprised in the last 
hour by discovering, through the 
kindness of your Governor, your 
capacity to supply the country 
with sulphur. Many of you prob­
ably do not know, indeed, I appre­
hend that few of the best informed 
of you know, how primary an ele­
ment of our life this is. A philo­
sophic statesman has said that the 
best test of the advance of a people 
in civilization was to be found in 
the quantity of crude brimstone 
consumed per capita by its people. 
It enters into our chemicals,  our 
clothes of all descriptions, and al­
most every department of sCience 
and the mechanic arts; and if you 
but develop your resources in that 
behalf you will bring within your 
limits millions of dollars which we 
now send abroad every year for its 
purchase. 

We turn our coal and iron to 
most profitable account. You per­
mit yours to slumber in their na­
tive earth. Availing ourselves of 
their power, one man with us does 
the work of a hundred with you. 

. . .  We strive to develop and 
convert to immediate profit our 
coal  and iron beds by connecting 
our city and great tho�oughfare 
railroads with roads from every 
pit's mouth and have thus tempt­
ed from England, Scotland, Wales 
and the iron districts of Belgium 
and Germany the most skillful of 
their miners and workmen in met­
als. 

· . . While we thus add to our 
wealth we cheapen the conven­
iences and com forts of life. Let me 
illustrate this by some facts drawn 
from other states . . . .  

The whole North is divided 
into districts, not congressional, 
not senatorial , not legislative, not 
j udicial ,  but school districts; and 
every man throughout the state is 
taxed in proportion to his wealth 
to build schools, furnish books, 
and pay teachers so that every 
c h i l d ,  howeve r ,  poo r ,  th at  i s  
brought into the State, may re­
ceive a full elementary education; 
. . .  We hold all places of honor or 
profit open to all our people and 
thus stimulate every man or boy 
to give the State the best results of 
his industry, enterprise or genius. 
. . .  Thus we dra)V from, or rather 
create upon even the sterile soil of 
N ew E n g l a n d ,  prod ucts that  
bring us  in return the  best resuIis 
of the industry of all other people; 

· . . Our prosperity is tne result 
of  our development of man, by 
giving him a fair field for the ex­
ercise of all his energy and talents; 
and you lag behind because your 
system repressed man's energies, 
restrained his enterprise, and con­
tracted the field of his usefulness. 

· . .  The people of the North 
want peace and amity to pervade 
the whole land, but they feel that 
these blessings, with general pros­
perity, can only be assured when 
all shall acknowledge that the pro­
tection of the liberty of the citizens 
is the highest duty of the Govern­
ment . . . .  



NERGY INSIDE 

The rig ht  way to use coa l-MHD 

Th is  nat ion does need t o  use coal 
to meet a growth rate in energy o f  
a t  least 6 percen t a year, the  m i n ­
i n urn  requ ired t o  return t h e  U .S .  
eco n o m y  to  a per iod  of  real  
growth .  But  i t  doesn ' t  need cost ly 

/ coal synthetics boondoggles. 
On the way to an  'energy sys­

tem based on the cheap and v i r­
tua l ly i nexhaust ible n uc lear fu- . 
s ion process, there are a number 
of  energy technologies that can be 
commercial ized and  are being  
c o m m e rc i a l i zed in  c o u n t r i e s  
whose energy pol icymak ing  i s  n o t  
dominated b y  the l i kes o f  J,ames 
Sch les i nger. Technologies l i ke  fis­
s iori breeders and fus ion-fission  
hybrids can  dramatica l ly  lower 
the cost of  electric power, the pre­
requ is ite for economic survival for 
th i s  coun try and the rest of the 

. worl d .  
A mong these new technolo­

gies i s  one that could make coal  a 
v i ta l  part of  an e�panding U .S .  
economy - magnetohydrodyn­
am ics ( M H D) ,  wh ich uses ad­
vanced plasma techn iques for ex­
tremely efficient energy produc-
t ion .  ' 

Coal  can be used to produce 
electrici ty i n  three basic ways: 
burn ing coal for heat to produce 
steam to turn tu rbi nes, l i q uefying 
coa l  to be used as a com bust ion 
fuel l i ke o i l  to produce heat to 
create steam to t urn a turb ine ,  and 
convert ing the energy i n  the coal  
fuel ,  which has  been used to create 
p lasma, d i rectly in to useable elec­
tr ical power. This  l atter process­
the M H D process-elim inates the 
steam turbi ne cycle a l together and 
i s  capable of  produci ng conver-

I 

s ion efficiencies of up to 60 per­
cen t  or about double 'the current 
convent ional  efficiency and many 
t i mes that of  coa l  synthet ics .  
M H D  is a process that takes  ad­
vantage of the fact t hat a plasma, 
or  ion ized gas, propel led t hrough 
a magnetic field can produce an 
e lectric current d i rect ly .  T�e mag­
net ic field separates the  P9s i t ive 
and negatively charged 'part icles 
and electrodes on the sides of  the 
channel th rough wh ich the plas­
ma  is  trave l ing can be connected 
r ight - i n to a power transmiss ion 
system . 

The M H D  p lasma in  a coa l ­
burn ing system is  created by burn­
ing the coal at  a temperatur:e of 
about 4,000 degrees Fahrenheit 
and adding a seed materia l ,  usu­
al ly potassiu m ,  wh ich also chemi­
cal ly  bonds wi th  su l fur ,  to hel p  
ion ize. t h e  coal gas .  The plasma i s  
then propel l ed th rough a channel  

, which i s  surrounded by a magnet, 
most l i kely a superconduct ing 
m agnet i n  .commercial - M H D sys­
tems .  The capitaJ cost, therefore,  
i s  basica l ly  for three nonmoving 
pieces of equ ipment-the coal  
com buster, the p lasma channel 
and the m agnet system .  The total 
capita l  CQst for one . I ,000 mega­
watt power p lant  in 1 975  dol lars is 
est imated at $250 m i l l ion . 

By comparison ,  the total capi­
tal  cost for conven t ional coal con ­
vers ion processes i s  $540 m i l l l i on ,  
and  for synthet ic coa l  l iqu ids ,  
$960 m i l l ion (aga in  i n  1 975 dol­
lars) .  

D i rect convers ion M H D  tech­
no logy can be used wi th any fossi l  
fuel . I ts development now for 

near-term commercial  appl ication 
is a lso crit ical for second-genera­
t ion 'advanced fuel fus ion power 
plants where the plasma from the 
fus ion process w i l l  provide the 
charged particles for d i rect con­
version to electricity . 

Where is th i s  technology being 
developed? Large ly  in the Soviet 
U n ion .  The Soviet's experimental  
U-25 M H D  generator at the I n st i ­
tute for H igh Temperature in  
Moscow has proven the  scient ific 
feasib i l ity and provided the engi­
neeri ng e�perience to begin plans 
for a 500-megawatt demonstra­
t ion p lant  by 1 98 5 .  

How not t o  use coal 
President J immy Carter and En­
ergy Secretary James Sch les i nger 
have been t ry ing to convince the 
A merican publ ic that synth,etic 
fuels from coal gas ification is the 
coal technolgy of the future .  The 
truth i s  that i t  has a l ready been 
tr ied and found to be want ing: 
N azi Germany used the fuel dur­
ing its i nvasion of the Soviet 
U n ion and d u ring the severe R us­
s ian win ters d i scovered belatedly 
that their synthet ic fuel product 
decomposed in to two. je l lo- l i ke  
l iq u ids .  A lbert Speer, Adolf H i t­
ler 's M i n ister for Armaments,  has 
descr ibed how th is  property of  
syn thet ic  fuels l ed  to the  N azi de­
feat i n  the Soviet U n ion in h i s  
boo k ,  Inside the ' Third R eich . 
Speer's coal gasi ficat ion scien­
t ists ,  who operated Auschwitz and 
other concen tration cam p  coal 
gasificat ion cen ters, were unpre­
pared when thei r "super weapon" 
froze so l id  in  N azi fuel tanks a l l  
across the Russ ian front  i n  the 
winter as wel l as down the supply 
l i nes. The only fuel that moved the 
N azis anywhere i n  Russia  during 
the win ter was natura l  ga.s from 
ei ther  Romania or  from looted 
European stockpi les. 



fACTS BEHIND ·T.RRORIS 

Ne'w Ita l ian terror leads 

bear checking on u.s. side 

Professional assassi nations of  two 
major Ital ian figures within 48 
hours have accompanied the peri­
od i n  which Bett ino Craxi ,  the 
head of  the I tal ian Socialist Party 
( PS I ), has carried on his attempts 
to form a government in I ta ly .  
I n formed observers have warned 
that t h is i s  just the beg inn ing of  a 
new wave of I ta l ian terrorism i f  
Crax i ,  who . has  been l in ked to  
lead i ng members of the  Red Bri­
gade terrorjsts both persona l ly 
'and through the PSI ,  succeeds in  
the fact ional battles to  gain  ho ld  

. Of  the reins of government .  
Craxi ' s  ostensible efforts , to 

form ail Ital ian government have 
been bui lt around a si ngle major 
pla'nk ,  dest roying the ant i terror­
ism col laboration between the two 
mass-based pol itical parties in i t­
a ly-the Chr i s t i an  Democra t s  
( DC) and  the I tal ian Commun ist 
Party (PC I ) . Both of the recen t  
vict ims of  the assassins  played key 
ro les in the Christian Democracy 
for furthering arrests of terrorist 
control lers and rooting out terror­
i st co l laborators with in certa in 
government offices .  

These events have an ominous 
potent ia l  for the Un i ted States. I t  
i s  a wel l -knownJact that  U.S .  Am­
bassador to Rome Richard Gard­
ner has been supporti ng the Craxi 
bid ,  for power s i nce last spring, 
i ncluding U .S .  a id in the rigg ing 
of  the J une 3 nat ional par l iament 
elect ions that underm ined · the 
Christ ian Democracy and Com- . 
mun ists to the benefit  of  a ha l f­
d o z e n  t i n y  p a r t i e s  g r o u p e d  
around the PS I .  

Than ks  t o  t h e  help of  the U .S .  
State Department ,  I ta l ian-style 
bloodshed may soon be brought 
home to the U .S .A .-as th i s  re­
view warned last week-and the 

. Craxi-supported Red Br igades 
n e x u s  a l re ady  h a s  an a c t i v e  
branch operat ing in  t h e  Un i ted 
States under the gu i se of  protect­
ing the "civ i l  r ights" of arrested 
I ta l ian terrori sts .  . , 

On J u ly I I , G iorgio A m bro­
so l i ,  a 45-year o ld lawyer, was shot 
down by th ree men as he was leav­
ing his ca r to enter his home i n  
M i lan .  H o urs earl ier ,  A mbroso l i  
had turned over  to I ta l ian j udic ia l  
i nvest igators 52  pages of test imo­
ny on a ban k ruptcy case which 
th reatens to invo lve the h ighest 
leve ls  of  the Chris t ian Democratic 
Party . 

The  seco nd  v i c t i m ,  s t r u c k  
down less than 3 6  hours later i n  
Rome, was  General A l fonso Var­
isco. Vari sco was a 20-year veter­
an of the I ta l ian law enforcement 
com m unity who p layed a sign ifi ­
cant  part i n  coordinat ing acti vi­
t ies of the I ta l ian  magistrates in­
vest igat i ng former Padua Un i ver­
s i ty Professor Toni  Negr i ,  who 
was arrested i n  ear ly  Apri l for di­
rect i ng the abduction and m urder 
of  I ta l ian statesman A ldo M oro. 
Var isco had been cen tral in the 
arrest of Valer io M orucci and Ad­
r iana Faranda,  the two Red Bri­
gades leaders di scovered in  Rome 
last M ay 28 .  Morucci and Faran­
da were bei ng safehoused at the 
apartment of a professor at the 
U n ivers i ty of  Cosenza, the strong­
hold of PSI leader G iacomo M an-

c in i ,  at  the t ime of  their  arrests. 
In the last week ,  General Dal la 

Ch iesa, di rector of the special  'of­
fice created by Prem ier Andreott i  
to so lve the m u rder of A ldo M oro, 
reported on his i nvestigat ion in to 
the leads provided th rough the ar­
rests of M orucci and Faranda .  
Dal la  C h iesa's i nvestigators have 
confi rmed s ign i fi can t  i nvo l ve­
ment  i n  the Red Br igades by fac­
ulty and st uden ts  at M anci n i ' s  
Cosenza U n i versi ty .  Most  s ign ifi­
cant ly ,  notebooks belonging to 
M arta Pet rusev icz ,  the Po l i sh 
g ir l fr iend of Franco Pi perno, a 
leading fug i t ive from charges i n  
the  M oro mu rder, had the  names 
and phone numbers of M orucci 
and Faranda .  

Pe t r u s ev i c z  i s  now in  t h e  
U n i ted States. S h e  i s  act ively, 
though covert ly ,  organ iz ing the 
support comm ittee for Negri  and 
the other terror ist  control lers, the 
Com mi ttee' Against Repression in  
I ta ly (CAR l I )  a long wi th  other 
top PS I proteges i n  the " theoret i ­
ca l "  ci rcles of the Red Brigades 
and its above-ground twin ,  the 
Autonomi ,  Sy lv ia Federic i ,  Pau l  
Piccone and M art i n  G laberman . 

Th i s  week ,  four card-carrying 
members of  the PSI i n  Bologna 
were caught red-handed i n  an at­
tem pt to bomb a hotel and extort 
1 50 m i l l ion l i ra from the hotel 
owner .  Two men, Veronesi and 
Sebartol i  were arrested when a se­
curity guard shot  and wounded 
one of  them after observing the 
two th row an  explosive device at a 
hotel . The w ives of the two were 
a
'
r rested after carab i n ieri found an 

a rsenal i n  the office of the Brodol­
i n i  Ci rcle, a "cul tura l  associat ion" 
of the PS I i n  Bologna,  to which 
both men belonged . An  extortion 
n ote found i n  the possession of 
o ne man was found to match the 
handwri t ing of a letter found in  . 
the office .  Veronesi and Sebarto l i · 
a re also,  respect ively, the presi­
dent and vice-president of a PS I 
rad io  stat ion i n  Bologna cal led 
Radio I n formazione.  



New Trade Deals 

Canada from U.S.  

Rumania from Brazil  

Poland from Japan 

Kenya from various 

Guinea from I raq 

China from U.S .  

Cancelled Deals 

I r a n  from va rious 

Abroviations: 
U = U ndetermined 
NAp = Not applicable 
NAv ';' Not available . 

WORLD TRADE 
REVIEW 

Air Canada purchases 30 Boeing 767s 

Rumania wi l l  buy from Brazil  50 mi l l ion tons  of i ron are 
between 1 980 and 1 990: Brazil  wi l l  buy sounding devices 
and other oi l  industry equipment, specialty steels and 
non-ferrous metals, and tech nological caoperatian from 
Rumania 

( 1 )  $450 m n  for foundry and chemical equ ipment and 
semi-fin i shed texti le goods; (2) $70 mn for steel products; 
$370 mn extension of u nused earlier credits 

1 979-83 national development plan 

Iraq provides f inancing for Konkoure Dam (wil l  supply 
electricity to an aluminum foundry), confirms partici pation 
i n  joint Arab-Guinea project at Ayekoye to exploit local 
bauxite and produce a luminum 

S ix  prospector seismic data processi ng systems p urchased 
from Appl ied Devices Corp. 

Iran cancels export-segment of nea rly completed natural-
gas pipeli ne that was to supply USSR, W. Germany, 
France, Austria, and Czechoslovakia 

lOtatus: 
I = deol sig ned 
II = in negotiation 
1 1 1 =  preliminary talks 

$ 1 .39 bn NAv Purchase 

approved 

by Air 

Canada 

di rectors 

$ 1  bn s igning 
expected 
around 
Ju ly 1 8  

$900 mn Japanese NAv 

total ' banking 
consortia 

NAv $200 mn.  Loan 

Euroloan completed 

NAv $ 1 00 mn. Loan 
provided 

$5.7 mn NAv Deal 
approved 
by both 
U.S .  
Commerce 
Dept. & 
Nato's 
Cocom 

$3 bn.  NAv Publ ic  
announcem 
ent 
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Gold 
london afternoon fixing 

The dol l a r  
i n  deutschema r ks 
New Ycrk late afternoon 

The dol l a r  i n  yen 
N e w  York late afternoon 

The dol l a r  
i n  Swiss francs 
New York late afternoon 

T h e  Br it ish pou n d  
i n  dol l a rs 
New York late afternoon 

July 1 6  292 .80 
1 7  296.30 
1 8  302 . 1 5  
1 9  299. 1 5  

July 1 3  1 .8253 
1 6  1 .8 1 65 
1 7  1 . 8 1 55 
1 8  1 .8050 

July 1 3  2 1 7 . 1 5  
1 6  2 1 6.05 
1 7  2 1 6.30 
1 8  2 1 3 .25 

July 1 3  1 .6650 
1 6  1 .6350 
1 7  1 .6360 
1 8  1 .6280 

July 1 3  2 .2255  
1 6  2 .2550 
1 7  2 .2790 
1 8  2 .2850 
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