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European elections: 
what's at stake 
On June 3 and 4, Italians vote to elect a new 
Parliament, which will determine the makeup of the 
country's next government; one week later, on June 10, 
voters throughout the European Community will 
choose, for the first time by direct suffrage, 410 
members of the European Parliamentary Assembly; 
and in September, Swedish voters go to the polls in 
their triennial selection of a new Riksdag, which will 
also determine the composition of the Swedish govern
ment. The key issues before the European voters 
include terrorism, nuclear energy, and moving forward 
with the European Monetary System, and what 
Europeans have to say on these issues will have a big 
impact on the United States. Our EUROPE report 
gives a rundown on the most significant faces: the Otto 
von Hapsburg scandal that dominates German ballot""' 
ing; Italian Socialists' links to terrorism; a campaign 
against General Alexander Haig in Belgium; the 
nuclear energy issue backfires on the Socialists and 
Sweden; and in France, President Giscard turns to the 
methods of Charles de Gaulle. Page 20 
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I re land:  the fast g rowing 
economy i n. Eu rope 

I reland the fastest growing economy 
in  Europe? Surprisingly, perhaps, 
but not l ucky .  I reland's astonishing 
economic boom is  the product of 
skil lful application of American Sys
tem economics to reverse the effects 
of 700 years of British domination . 
Highlighted by I reland's recent de
cision to join the European Mone
tary System and the severing of the 
I rish punt from i ts historic  l ink  to the 
British pound, the I rish economic 
miracle i s  beginning to solve Ire
land's most pressing economic prob
lem: lack of skil led manpower. How 
the I rish did it ,  in  this week's ECO
NOM I C  S URVEY .  Page 32 

l.ioriists tied to 
"Nazi" org a n izi ng 

One of the less widely reported tra
gedies of W orId War II was the role 
of certain Zionist organizations i n  
helping the Nazis select the victims 
for Hitler's gas chambers . Today in 
the United States , a modified version 
of that tragedy is being repeated, as 
figures associated with the American 
Jewish Congress, the A nti-Defama
tion League, and the Jewish Defense 
League, have been l inked to the or
ganizing of terrorist "ant i-Semitic" 
goon squads of Nazis and Ku Klux 
Klansmen . The beginning of a two
part report on this shocki ng story i n  
this week's  COUNTERINTELLI
GENCE section .  Page 53 
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Treasu ry, State propose 
IMF survei l la nce over U.S. 

economy 
I n  an astounding new act of econom
ic policy treachery, Carter Adminis
tration officials will propose at the 
Tokyo economic summit that the 
United States l ead the advanced sec
tor nations in imposing IMF "sur
veil lance" over 'their internal eco
nomic policy, E IR has learned. The 
ful l  scoop on this shocking turn, plus 
the update on the HongShang take
over fight, behind the upturn in the � 

gold prices, the U . S .  recession story, 
,and more-in this week's ECO-

NOM I CS section . Page 7 

Cu ba, Mexico heads of 
state meet 

The summit between Cuban Presi
dent Fidel Castro and Mexican Pres
i dent Jose Lopez Portil lo will have 
m ore far-reaching consequences 
than most realize. Among the topics 
d iscussed during the Castro visit to 
Mexico: energy collaboration (in
cluding M exico's standing proposal 
for a producer/consumer confer-

, ence), '  policy toward the developing 
sector, and Anglo-American propos
als for "limited sovereignty" of  na
tions.  Exclusively i n  English, this 
week's LATIN A MERICA report 
covers the Castro-Lopez Port i l lo vis
it with translations of the speeches 
and the communique issued by the 
two leaders .  Page 46 
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Oil crisis is un necessa ry 
"Americans wi l l  never accept (aus
terity) voluntari ly .  I t  must be im
posed from the outside ."  This re
mark, delivered on A BC television 
by U .S .  Secretary of Energy James 
R.  Schlesinger, is  the clue to an ex
traordinary series of events that un
folded this week around the meeting 

, of the International Energy Agency 
in Paris .  

As Schlesinger admitted, most 
Americans don't buy the story that 
global oi l  shortages now manqate a 
shift backwards into drastica l ly low
er energy consumption levels and 
more primi tive energy technologies. 

, Yet,  the energy shortage must be 
made to come true i f  the Un ited '
States is to be made to give up its 
economic sovereignty and buckle 
under to the murderous "condition
alities" of the International  Mone
tary Fund . 

surprise summit with the Mexican 
President this past week .  

I t  was to stem the mbmentum 
toward such a solution, which would 
be based on  the ful l  use of petroleum 
resources i n  transit.ion to- the more 
energy-dense technolgies of  n uclear 
fission and fusion power, that the 
economics and energy ministers of 
the advanced-sector nations which 
m ake up the International Energy 
Agency met in Paris May 2 1 -22.  The 
m inisters, under Schlesinger's or
chestration ,  conducted a ferocious 
round of "Ameri�an bashing," led 
off on  May 2 1  by Guido Brunner, the 
Energy Commiss ioner of the British
dominated European Community 
staff. ' 

The pr incipal  proposals  that  
came out of the Paris meeting were 
for a. "renaissance of coal" -thus 
consigning the advanced sector to'an 
energy mode which i s  both h ighly 
pollutant and l abor-intensive under 
the preferred technolgy levels-and, 
from Count Otto von Lambsdorff, 
the West German economics minis
ter, a bid for a "producer-consumer 

., ....•• '1( ) 

conference" between the lEA and 
the Organization of Petroleum Ex-
porting Countries .  

' 

Lambsdorfrs ploy should foo l  no  
one  ( i t  has  already been rejected, by  
OPEC,  which doesn't consider the 
Henry Kissinger-created l EA a legit
imate interlocutor) .!t is part of the 
past week's  fral}tic efforts by the 
T hatcher 'government of Britain to 
protect the speculative Rotterdam 
spot market from a pol itical assault 
led by France in close coordination 
with Saudi Arabia .  Not accidentally, 
since the lEA confab, the U . S .  finan
cial press reports that Rotterdam 
now controls a whopping one-third 
of Europe's oil supplies, and predicts 
$40 per barrel prices within the next 
m onth .  

The "lEA-OPEC" proposal is  
a lso transparently intended to  d ivert 
energy concern away from the Lopez, 
Port i l lo-proposed U.N. conference, 
which among other targets will aim 
to shut down the Rotterdam opera
tion .  

-Nora Hamerman 

As our ECONOMICS report de
tails, a group of h igh-ranking ,  Brit
ish-influenced cabinet o fficials led by 
Treasury Secretary Blumenthal is  
curren tly conspir ing to s urrepti
t iously bring the U nited States under 
the I M F  jackboot, and make the 
June 25 Tokyo summit of the ad
vanced capital ist industrial nations  a 
meeting to rubber-stamp I M F  sur
veil lance for the entire world .  

C __ '_"h_'e_w_': _¥e_e_'_" _in_,.>-_B_,,_ie_' __ -.--________ ) 
The opposition to this plot cen

ters on an emerging al l iance among 
European M onetary System co
fo u n d e r  P r e s ide n t  G i s c a r d  o f  
France, the Saudi government, M os
cow, and Jose Lopez Porti l lo ,  Presi
dent of Mexico-the world's new 
"oil giant ."  Lopez Portil lo's propos
al for a United Nations conference 
of producers and consumers to ra
tionally determine a world program 
of expanding energy has just re
ceived the endorsement of C uban 
leader Fidel Castro, in Mexico fot a 
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I t's no secret that U .S .  Secretary of 
State's M ay 22 visit to his new British 
counterpart, Lord Carrington, h'as 
acquired for the Carter White House 
a new-and considerably shorter
British leash. In London with Cyrus 
Vance was Israel ' s  Premier Mena
chern Begin. On the agenda was U.S.  
support for the two " internal solu
tions" cooked up 'by London: the 
bogus "majority rule" regime of 
Smith-Muzorewa in Rhodesian,  and 
Begin's unworkable autonomy plan 

EXECUTIVE I NTE lL IGENCE REVIEW 

for a Palestinian "bantustan" on the 
West Bank.  

The New York Times May 22 
confirmed that  Washington has  de
ferred to the Thatcher regime on 

, strategic issues . " United States offi
cials  said that Mr .  Vance was unable 
to tel l the British what action Mr. 
Carter would take on Rhodesia ,  i f  
any .  They sa id  Mr. Carter was  await
ing a report from Vance on his talks 
here before deciding what to do." 

A New York-based British bank-

This Week 5 



er was blunter to this  news service: 
"�he Americans can't negotiate any 
thing at a l l  now-they're too stupid. 
We're saying to you  Americans: now 
you have to l i sten to us on the M iddle 
Eas t  an d A fr i c a .  T h i ngs  h a v e  
c h anged . N o w ,  T h atcher  s a y s ,  
NATO is important .  And the Presi
dent will have to come to her for poli
cy." 

* * * 

Two columns o f  South African ar
mored cars and infantry, with a ir  
support;. invaded southern Angola be
ginning May 1 9 .  The mi l i tary pres
sure against Angola, one of  the five 
" frontline" black African states bor
dering Rhodesia ,  is  stepping up at 
the same t ime the British Thatcher 
government is laying the groundwork 
for U . S .  and U . K .  recognition of the 
South-African-suppported govyrn
ment of Bishop Abel M uzorewa in 
Rhodesia. 

Since the invasion,  the antigov
ernment Angolan tribal groupi ng 
UNIT A has claimed the capture of 
two southern Angolan towns. U N I 
T A ,  which i s  r u n  b y  South Africa 
from neighbor ing N an ib ia ,  an
nounced earlier this month through 
a Lisbon spokesman that it has 
formed a front with another tribal 
outfit, the FNLA, to topple the An
golan government.  

* * * 

E n e rgy  Sec ret a r y  Schl e s i n g e r  
stunned the i nternational press corps 
M ay 22 in  Paris with an indirect ad
mission that a U . S .  m i l itary invasion 
of Mexico is under consideration ,  
but  not  considered feasible .  The 
packed press room fel l  si lent when a 
reporter asked the Secretary, i n  town 
for lEA meetings, if it was true that 
he and Defense Secretary Brown 
planned military action to grab the 
Mexican oil. Schlesinger's response: 
"Y ou have an overactive imagina
t ion.  The balance of  power makes an 
intervention into Latin America im
possible at this time." 

* * * 

6 This Week 

The Senator from Chappaquiddick 
has put it on the record-in France, 
anyway . I n  an interview headlined 
"Ted Kennedy: 'I will be a candidate 
for the White House, i f .  . .  ' "  appear
i ng in the M ay 7 edition of Le Nouvel 
Economiste, Ted Kennedy said that 
" i f  President Carter doesn't  seek a 
new mandate, it can't be ruled out 
that I ' l l be a candidate ."  
The plan , according to one Kennedy 
organizer, i s  to force Carter to "pull 
a Johnson." That means h itting the 
Presiden t with a string of program
matic and primary defeats so that he 
wi l l  be " lame ducked" intoian nounc
ing he w i l l  not seek reelection. 

Stepping into the shoes o f  J immy 
. " I I  Doofus" Carter so early i n  the 

game could hurt Teddy, though . The 
more he appears to be the President 
from his  Senate power position,  h is  
role in pushing through policies that 
destroy the economy- trucking de
regulation, the antitrust campaign, 
and his environmentalist roadblocks 
to industry-wi l l  make him less and 
less appealing when voters go to the 
polls in  November 1 980. 

As th is review p redicted several 
months back , the New York Council 
on Foreign Relations crowd that 
picked Kennedy for the Democratic 
presidential nomination plans to 
hand over the e lection to h i s  pre
rigged GOP r ival-Gen. Alexander 
Haig. 

* * * 

Meeting under the banner of " Bridg
ing the Gap for H uman Develop
ment," 600 representatives from la
bor, community organizat ions and 

. religious, political and law enforce
ment associat ions gathered in Detroit 
M ay 20 to map plans to stop the 
epidem ic  spread of mind-destroying 
drugs. The meeting was sponsored 
by the Michigan Anti-Drug Coalition, 
a fast-growing orga nizat ion that has 
already midwifed antidrug coa l i tions 
in New York-Ne w Jersey , I l l i nois, 
Pennsylvania,  and Connecticut and 
is curren tly leading the fight against 
marijuana decriminalization in Mich
igan . 

The speakers were Dr .  Wi l l iam 
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Ban ks ,  president of Detro it Televi
sion station WGPR and Supreme 
Pres ident of the In ternational M a
sons; Mayor Jesse P. M il ler of  H igh
land Park , M ich .; I m am Tal ib Kar
i m ,  resi dent I mam of H i gh land 
Park's M asj id John H assan; U .S .  La
bor Party chairman and 1 980 presi
denti al candidate Lyndon· H .  La
Rouche, Jr .; and featured speaker, 
the Hon . Dr. Frederick Wi l ls ,  former 
foreign min ister o f  Guyana. 

Coal it ion vice-chairman Sala
huddin M uhammad pointed out fpr 
special  mention the role played by 
Lyndon LaRouche and the U.S. La
bor Party. " I f  it had not been for 
LaRouche's concern with stopping 
drugs, and the work he did to reveal 
w h o  r u ns the  d r u g  t r a ffic ,  we 
cou ldn't have succeeded in  our ef
fort .  " 

* * * 

Are the Soviets launching a cam
paign to "free Israeli Jewry"? A May 
17 article in Pravda suggests that. 

. The Communist Party daily attack 
prominent North American Zionist 
Edgar Bronfman's call for a Middle 
East Treaty Organization , cal l ing it a 
stra ight-forward effort to create a 
pro-American bloc in the Midd le 
East around the Camp David ac
cord .  

Pravda's Y .  G l ukhov character
ized world Zionism as a conspiracy 
aimed against peace and against the 
interests of Jewish workers them
selves, including I sraeli workers. 
" Playing on the d ifficult and fre
quently tragic fate of Jewish work
ers, deceiving them with national istic 
s logans, with the Zionist bigwigs fre
quently resort to blackmail, accusing 
everyone who opposes Tel Aviv's ex
pansionism of  being anti-Semitic ... 

" B ut the chauvi n ism and raci sm 
cultivated by the Zioni sts are ulti
mately turned against the working 
masses o f  I s rael , who are viewed as 
objects of exploitation and as 'can
n o n  f o d d e r '  fo r c o n t i n u e d  
expansion . "  M ore and more I sraelis 
are emigrating to escape these "gar
rison state" conditions, Pravda said .  
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u.s. sets policy for Tokyo summit 
Treasu ry, State p ropose IMF surveillonce o ve r  U.S. economy 

A secret memo now in  preparation i n  the u.s. Treasury 
and State Departments , under the overa l l  d irectio n  o f  
Treasury Secretary W.  M ichael Blumenthal, Treasury 
Undersecretary Anthony Solomon and U ndersecretary 
of State Richard Cooper, cal ls on  the United States 
and other industrial nat ions to surrender themselves to 
the International M onetary Fund's "surveil lance" 
powers . 

Sections of the memo,  obtained exc lusively' by 
Executive Intelligence Review and reprinted below, cal l  
for "countries (to )  respond to I M F  advice and the 
survei l lance process in  a m ore t imely and regularized 
fash ion ."  That is, as an aid to Undersecretary Cooper 
explained ,  "report to the I M F  weekly and m onthly and 
not on ly after they're in  trouble. " The U .S .  Treasury 
and State Departments,  said the aid ,  support I M F  
survei l lance over the United States because "we do 
things right the way the 1M F wants, anyway ."  

The memo ,  which outl ines the U .S .  positio n  for the 
upcoming heads of state Economic Summit in Tokyo 
on J une 25,  on ly makes m ore pointed what has been 
stated quite openly by Treasury and other monetary 
and economic officials i n  a spate of recent speeches
notably by Undersecretary Solomon in his remarks to 
an international trade and investment conference in 
Washington,  D.C.  on M ay II. Solomon said: "The 
I M F  has been given potential ly important powers of 
survei l lance and advice not on ly over mem ber countries' 
exchange arrangements , but over their domestic eco
nomic pol icies as those pol icies relate to the i nterna
tional adjustment process ." 

As Solomon made certa in  to emphasize, I M F  
surveil lance entai l s  not mere supervision of  currency 
rate matters narrowly conceived, but ful l  monitoring of 
and control over national economic and monetary 
policies. This incl udes the appl ication of the I M F's  
"balance o f  payments" formula hitherto reserved for 
"problem countries" l ike Turkey and Peru o n  a global 
scale to deficit and surplus countries a l ike ,  and strict 
supervision of future private ba,nk lending to developing 
sector countries by the I M F  in 'coordination with 
national central banks .  The essence of  the U .S .  Treasury 
supported plan is the fu l l  realization of the proposal 
authored and promoted through out the 1 930s and 

1 940s by British economist John M aynard Keynes, the 
father of the I M F, for placing the economies of the 
advanced and developing sector under the rule of one 
world central bank.  

A senior Japanese officia l  shed some l ight in  a 
recent interview on the sudden urgency with which 
Solomon and others are moving to push through their 
proposals . He described the European M onetary 
System policy for expanding advanced sector industrial 
exports to the Third World as the alternative to I M F  
austerity. The Japanese Ministry for I nternationai 
Trade and Industry ( MITI),  in fact, h as recently drafted 
a proposal for the formation of  joint Japanese-Euro
pean banking consortia which would finance Third 
World imports of  industrial goods and development . 

The official also confirmed that the U .S .  position at 
the Tokyo summit wil l  be survei l lance and dol lar 
substitution-the I M F  p roposal to take dollars .out of 
circulation and substitute special drawing right (SDR)
denominated assets under ful l  control of the I M F .  He 
predicted that there would  not be an open confrontation 
over I M F  policies at the summit, however, despite 
continued opposition to those policies by pro-EMS 
forces. 

., 
The secret memo 
A former Treasury official who is again advising the 
Treasury on international monetary issues disclosed last 
week that the secret memo recommends that IMF 
M anaging Director Jacques de Larosiere assume d irect 
com m an d  o ver the I M F  survei l lance. He is to 'go over 
the heads of the I M F  country d irectors, whose residual 
attachment to national i nterest m ight interfere with the 
form ulation of supranational austerity policies . The 
source also revealed that the I M F  already has plans to 
dispatch survei l lance teams to 80 countries over the 
next two months for on-site studies for future l oan 
"conditional i ty . "  He went on to stress that the crucial 
issue is  not estab l ish ing 1M F pol icy over the U .S .  
economy per  se ,  but  throwing the  political weight of 
the United States behind the institution .  

J urek M artin ,  the U . S .  edito r  of the  Financial Times 
o f  London,  is think ing a long the same l ines . I n  an 
article titled "The International M onetary Fund, A 
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M ore Human Face," i n  the Times's "World Banking" 
survey May 2 1 ,  M artin cited the Carter Administra
tion's decision to draw on i ts credit l ine with the IMF 
as part of the Nov. 1 dollar support package as 
"perhaps the greatest testament  to date of the 
institution's  new weight . "  The loan did not carry 
conditions because the V .S .  was only borrowing funds 
that i t  had placed in  the I M F  itself. However, the 
imposit ion of I M F  conditional ity on the V . S .  and al l  
advanced sector nations is  by al l  p redictions the 
proposal the V .S .  Treasury team pl�ns to place on the 
table at the upcoming Tokyo summit . A nother in
formed source said that the strategy of the Treasury 
group is to have the I M F  begin putting outside 
pressure on the V .S .  to adopt austerity measures. 

Of equal concern to V .S .  monetary officials and 
their British mentors i s  the reluctance of for�es in  other 
industrial nations to go along with the I M F's world 
mo netary order. In the i n terview pr inted be low,  
Vndersecretary Cooper's aide a lso complains bitterly 
about the "independence" of  countries like Japan and 
West Germany and d iscloses that IM F surveil lance i s  
directed equal ly against surplus countries like them . 
The IMF i s  seeking to force those countries to reduce 
their surpluses by de-emphasizing industrial exports to 
the developing countries and the rest of  the world i n  
favor of reorienting their economies a n d  banking 
systems toward services and consumer goods and 
speculative, secondary financial markets. 

The Keynesian world central bank strategy, includ
ing its anti-Japanese and anti -European features, was 
laid out in Anthony Solomon's M ay 1 1  speech i n  
Washington .  Solomon learned h i s  economics a t  Har
vard from Professor John Kenneth Galbraith , the dean 
of American Keynesians.  Galbraith l ater launched 
Solomon on his  government career in  the early 1 960s, 
when Solomon joined the Kennedy Administration's  
State Department and first  met and became friends 
with another former State Department official, Treasury 
Secretary B lumenthal . 

As sub-features of the activation of the I M F's 
"potential ly important powers" to set  nat ional  econom
ic and monetary policy, Solomon called for (J) the 
imposition of "strong management controls" by n a
tional banking authorities like the V .S .  Federal Reserve 
over the international lending activities of private 
banks,  including imposing reserve requirements on 
their Euro-currency deposits , and (2) an expanded role 
for currencies besides the dollar in  internationa:I 
lending-whi le the world moves to the SDR standard
together with a "l iberalization" of other nations' 
financial and capital m arkets. 

The first point-the need for greater controls on the 
Eurodol lar market-is a popular theme currently . It 
was also sounded by Federal Reserve Board Governor 
Henry Wallich at the annual convention of the Bankers 
Association for Foreign Trade in Florida in  mid- May.  

Solomon and Wallich's efforts to increase central bank 
supervision over private banks to ensure that bitnks 
limit exposure to "problem countries," diversify their 
banking portfolios,  maintain. adequate loan to capital 
ratios,  and so forth are actually part of  the strategy to 
restrict private, non-I M F  credit flows to developing 
nations, making them entirely dependent on the I M F. 

Moreover, as the head of Chase I nternational's 
London office admitted in  print recently, the recent 
flurry of calls for increased regulation of the Eurodollar 
market an: directed against "newcomers"-the Japa
nese and West German banks-who are making low 
interest rate loans and depressing the interest rate 
margins of V .S .  banks.  

Solomon's complaint that "other countries" have 
been reluctant "to open their money and capital 
marketlo" is a statement of intent to break up the close 
relationship which has existed between banking and 
industry in Japan and West Germany in particular 
during the postwar period-and which made the 
growth of  their economies possible. Japan recently was 
imfuced to open up a market for certificates of deposit 
which i s  expected to shift Japan's capital markets to the 
short-term side-away from long-term industrial loans . 

Earlier this spring West German Economics M in
ister Otto Graf von Lambsdorff, a pan-Europeanist and 
avid supporter of  supranational institutions like the 
I M F, rocked the German banking community by 
call ing for a 1 5  percent limit on a bank's ownership of 
a nonbank company and an effective end to West 
Germany's unique system of universal banking, in  
which commercial  and investment banking are not 
separated as they are in  the V . S . arid Great Britain .  
The restructuring a n d  streamlining of  capital markets 
and national banking systems now on the agenda in 
Japan, West Germany, France, and the V .S .  is one of 
the prerequisites for the elevation of the 1M? 

-Lydia Schulman 

Treasury-State secret memo leaked 
In an interview with a New York banking source, an aide 
to Undersecretary of State Richard Cooper leaked the 
existence of a secret three-part Treasury-State Depart
ment memo on the imposition of reserve. requirements on 
the Eurocurrency markets. Taking credit for its contents, 
the aide commented that the memo, prepared by Lysle 
Widman (Treasury Undersecretary Anthony Solomon's 

. subordinate Deputy Assistant Secretary for International 
Monetary Affairs) was "so poorly written that I had to 
rewrite most of it." Here are some comments from that 
intervie"w, prOVided to EIR: 

Q: What is the burden of the U.S. paper? 
A: Let's see-well I had to really beef up the part on 
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the importance o f  the I M F .  You know we strongly 
support I M F  survei l lance because we do things right, 
the way the IM F wants anyway, and it would be Japan 
and Germany who have these God-awful payments 
imbalances who would bear the brunt of the I M F's 
pressure. The IMF would force them to cut the 
surp luses. The paper says:  " Exchange rate stabi l i ty can 
only be implemented through stable underlying eco
nomic conditions . . . .  " subhead: " Evolution of the 
System . "  . . . "The I M F  is continuing to implement its 
surveil lance authority and the review of its success wil l  
take place at the end of  this year . I t  is imperative that 
the 1M F develop techniques to exercise surveil lance 
over countries in surplus as wel l as those in  deficit . . . . 
We must strengthen the IMF as an institution . . .  as 
countries respond to IM F advice and the surveil lance 
process in a m ore timely and regularized· fashion . . . .  
This strengthening of surveil lance activities wil l  enable 
the I M F  and its member countries to identify problems 
earlier . . . .  " 

This means, you see, that countries wi l l  report to 
the I M F  weekly and monthly and not on ly after they're 
already in trouble: "this will remove the stigm a now 
attached to approach ing the I M F  . . .  and create a 
Distant Early Warning system. . . .  Aas part of the 
evol ution of the i nternational  monetary system the 
IMF members are working to enhance the role of the 
SDR . . . . The Substitution Account i s  an  integral part 
of this process and should be serio!Jsly considered . . . .  " 

Q: What does the Japanese paper say? 
A: Oh, nothing at al l :  "Convergence of economic 
fundamentals . . .  "; "Cooperation i n  exchange m arket 
policies . :. " ;  "Asset Diversification . . .  " That means 
they wil l  fight attempts to make the yen a reserve 
currency, even if it means they wil l  give lip service to 
support ing the Substitution Account, which they wil l  
although they're not much in favor o f  it . 

And of course they end with the m andatory 
paragraph saying "We m ust strengthen the role of the 
IMF."  

The U.S. Treasury to the I MF: 
'Come 'n' get it' 

. 

Excerpted here at some length are remarks by Anthony 
M. Solomon. Undersecretary of the Treasure for 
Monetary Affairs before the National Journal Interna
tional Trade and Investment Conference May II: 

You have asked,  "wi l l  the current i n ternat iona l  
monetary system serve the future international trade 
an d investment environment. " 

My answer is-in the short run-"yes," fundamen
tal changes have been introduced in recent years which 
give us more workable monetary and credit arrange-

ments. But in the longer run , the present system will 
not necessarily meet future needs . . . .  

First is  a cluster of concerns about the operations of 
the i nternational banking and credit system, and 
particularly the Eurocurrency m arket. Does i t  provide 
a dequate credit, or too m uch? Is it aiding international 
adjustment or retarding i t? Is the market adequately 
supervised, or is there a risk of imprudent banking 
practices? . .  

. . .  The m arked expansion of the Eurocurrency 
market in  recent years is often viewed with awe and 
apprehension .  Some favor greater official action to 
bring the market under tighter control . 

. .  . In part, the comparative advantages of the 
Euromarket are attributable to clear financial i ncen
tives . There are no reserve requirements, no interest 
rate cei l ings, and no credit controls . . . .  

. . .  The growth of  the market has given rise to a 
persistent debate: whether i t  i s  an engine of excessive 
credit creation which aggravates world inflation , or 
essential ly a highly efficient intermediary reallocating 
fun ds from lenders to borrowers . . . .  

The economic problem is· to allocate funds from 
surplus to deficit countries. But i n  the process we must 
be sure that these flows do not overburdetl. the financial 
i nstitutions or threaten the banking system generally . 
The prospect of  contin uing growth makes it al l  the 
more important that national authorities have adequate 
information and exercise adequate control and surveil
lance over the operations of banks in the market . 

In recent years, the V . S .  banking authorities-the 
Comptroller of the C urrency, the Federal Reserve, and 
the FDIC-have taken a n umber of  steps to improve 
the supervision of foreign lending by V .S .  banks
including the operations of their branches in the 
Euromarket . The new approach is designed to promote 
appropriate diversi fication of bank portfolios and to 
avoid excessive concentration of lending relative to a 
bank's  capital position  . . . .  

. . .  There has been a significant expansion in the 
amount of  information collected through the Ban k  for 
International Settlem ents, and new efforts are under
way. The central banks of all m ajor countries meet 
regularly through the BIS,  at the policy level ,  to 
exchange v iews on Euromarket developments and to 
discuss supervisory techniques. These efforts are being 
strengthened . 

Second i s  a concern that the large stock of dollars 
in foreign hands, private and official, is destabi lizing, 
and that the international role of the dollar should be 
reduced in  the future i n  order to achieve greater 
stabi l i ty in the international monetary system . . . .  

The concern is whether the exi stence of large dollar 
balances constitutes an important source of instabi l ity 
in  the international monetary system . Particularly in 
the light of the exchange market instabi l ity of recent 
years and the heightened perception that external 
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developments do make a difference to the U nited 
States , this concern has given rise to various propos
als-for funding or consolidating foreign official dollar 
holdings, for increasing the role of the SDR in the 
system , and for placing greater reliance on other 
currencies, such as the deutschemark and the Japanese 
yen ,  in  in ternati ona l  fi nancial  transacti ons  and  
reserves . . . . .  

Consequently, the effort to strengthen the role of  
the SDR-and as part of that effort, discussion of a 
possi ble substitution acco unt in the I M F-should be 
seen as part of a long-term evolution of the system, an 
evolution which holds out an ultimate prospect of 
greater order and stab il ity , but  which is not  d irected to 
the immediate market situation . 

I should stress that in this examination of structural 
changes in the international monetary system, the U . S .  
objective i s  not to perpetuate a particular international 
role for the dollar .  The doll ar's present role is itself the 
prod uct of an evolutionary process-a process that wil l  
continue, and that may bring a reduction in  the dollar's 
relative role in the future. I n deed, some of the main 
factors in the evolution of the dol lar's ro le would 
appear to suggest some gradual reduction . . . .  

Third, and in  my judgment most important, is a 
concern that our arrangements for international coor
dination of economic policy may not keep up with the 
demands of an increasingly interdependent world . . . .  

In  short, the benefits of  greater interdependence 
have come at the price of greater exposure and 
vulnerabil ity to events el sewhere in the world . One 
practical implication of  greater interdependence is 
greater constraint on national po licy formulation . 
Today all  governments are constrained to take acco unt 
of the effects of their pol icies on others; to factor 
external developments into domestic pol icy formula
ti on ; and to m ainta in  con sistency between their 
international economic objectives and their domestic 
economic perform ance . . . .  

. .  . We have over the years developed a variety of 
organizations to faci l itate international cooperation in 
m any fields. The OECD has served as a forum for 
discussion among the industrial countries of economic 
policies and balance of payments developments . The 
I M F  has traditionally consulted with mem ber countries 
on broad economic pol icies ,  and has been given 
important new potential for expression of policy advice. 
The economic summits have opened a new range of 
possibi l ities for coordination at the highest level among 
the largest countries . 

. . .  Evolution of the I M F's surveil lance role wil l  
provide a test. The I MF has been given potential ly 
important powers of survei l lance and advice not only 
over member countries' exchange arrangements, but 
over their domestic economic pol icies as those policies 

r�late to the i nternational adj ustment process .  These 
provisions afford a framework that can be developed to 
provide a practical vehicle for policy coordination-if 
governments  are preparea to give the Fund the 
necessary power and influence . . . 

Blumenthal, Javits stage 'debate' 
on SDR funny money 

During his testimony before the International Economic 
Policy Subcommittee of the Senate Foreign Relations 
Committee on .May 22, Secretary Treasurer Michael 
Blul1Jenthal revealed his intent to hand the U.S. economy 
over to the 1M F in the 'following short exchange with 
Senator Jacob Javits. 

Blumenthal: . . .  I n  the postwar Bretton Woods system , 
the U . S .  was central because the U .S .  economy was the 
pre-eminent economy .in the world . This is unl ikely to 
be duplicated again .  . . .  The transformation of the 
worl d monetary system at this point is going on a 
process of ad hockery . Very important to this ad hoc 
transformation has been the institutionalization of a 
number of forums . . .  the yearly summits , the l EA, the 
meetings of the I M F-World Bank ,  the meetings of the 
Bank for I nternational Settlements, UNCTAD, etc . . . .  

Javits: I s  it U . S .  pol icy to seek to substitute for the 
Bretton Woods system an SDR system dependent on 
the I M F  to make through the SDR the same basis of 
the intern ational mo netary system that the dollar is 
today? 

Blumenthal: Yo u have put it more boldly than I would 
l ike to put it .  I t  is the po licy for the U .S .  to cooperate 
with other members of the I M F  to explore ways for the 
evolution of the internat ional monetary system to take 
account of the changing role of other co untries and . 
their currencies' relat ion to that of the dol lar .  T he role 
of the SDR is to be more important gradual ly .  The 
substitution in account is a way to promote the use of 
SDRs . . . .  We are talking about a relatively long-term 
transformation over a number of years which we want 
to promote .  

Javits: I f  we  can  get Japan, France, BRD,  and the  U .S .  
to  demonstrate an increased interest through the 
international financial institl " )£IS in the LDCs, that 
wi l l  stimulate more private enterprise to seek investment 
there . Now that the I M F  has proven itsel f over the 
years to be able to manage the flow of credit to the 
LDCs in a responsible way, I think  the institution 
should be given the support necessary to concentrate 
on development in the L DCs. 
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Pou'ltry: high technology winner for 
entrepre,neurs and the developing sector 
A recent study made avai lable to Executive Intelligence. 
Review ,by a private consulting firm reviews the near
and longer-term prospects of one of the most dynamic  
industries in the  advanced sector, and  concludes that 
poultry production may be one of the keys to unlocking 
the frustrated potential of developing sector agriculture 
for high-technology vectored development. We present, 
here the major conclusions of the report. 

The fact that i t  will take at least three more years 
before adequate beef suppl ies to satisfy U .S .  protein 
demand are forthcom ing after the unprecedented herd 
liquidation of recent years, will act as a prolonged spur 
to the poultry industry . But the real ticket to success 
for the industry, and the bench mark of its growth and 
development to date, i s  found in  the comparative cost 
of poultry as a protein source (see Chart I). Next to the 
less nutritious vegetable protein sources, lacking in  the 
vital amino acid component of complete protein ,  the 
cheapest source of  anim al protein i s  eggs, fol lowed by 
beef l iver, and then whole ch ickens-one-third to one
half less expensive per gram than the next lowest, 
canned tuna. 

These remarkable figures, reflecting as they do the 
industry's  tremendous productivity gains over the past 
two decades,  immediately suggest the longer-range 
prospect for the poultry industry-it could become the 
core of a crash program of  protein production for 
consumption in the developing sector. 

Over the past 20 years there has been a six-fold 
increase in output per worker for the industry as a 
whole (Chart 2), the result of the introduction of new 
technologies that have led to a significant degree of  
automation of broi ler production-especial ly the  pro
cessing phase-and egg production .  Thi s  and the 
application of scientific advances in the efficiency of 
food conversion and longevity (see Chart 3) enabled 
the industry to keep ahead of secular and other 
increases in input costs . As a result-and despite the 
fact that feed costs, about 60 percent of total poultry 
production costs, have increased by more than 85 
percent over the past lO years-production costs for 
eggs and broilers have risen by only 45 percent and 47 
percent respectively, while retail prices for eggs and 
broilers have only risen by 30 percent and 55 percent 
respectively! 

Even computed on the basis of the industry as a 

whole-that is, without reflect ing the even greater 
returns realized by the more advanced, least labor
intensive parts of the i ndustry-the figures show a 
handsome rate of return over the long term . The cost 
of producing a broiler today is  approximately 44 cents 
per pound, dress weight . In the U . S . ,  the nine-city 
weighted average price for these birds as of March 25, 
1 979 was 49 . 1 cents per pound, dress weight.  (Approx-

\. 

Food 

Chart 1 
Relative protei n  costs 

Cost for 20 grams 
of protein (June '78) 

(dollars) 

Chart 2 
Productivity i n  the pou ltry i ndustry 
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imately 72 percent of a live bird is realized as dress 
weight .) The return is 15 cents per broiler, without 
considering the contribution to profits from various 
usually contracted services such as growers or the 
hatcheries .  If wholly integrated ,  it i s  estimated that 
these sectors contribute between 5 and 7 cents per 
pound,  dress weight , to the total profit p icture. For a 
whol ly integrated 500,000 broiler per week faci l ity, a 
profit of $6.63 mil l ion per year can be realized-a 
return of 18.9 percent on a typical init ial  investment of 
$35 mil l ion .  

Egg production is simi larly attractive as a produc
tive investment .  Here an in itial investment of a mere 
$1.5 bil l ion to construct a facil ity that handles 100,000 
hens laying 65-70,000 eggs dai ly real izes a profit of 10 
cents per dozen or $200,000 per year-a return of 13 
percent on in itial investment.  

An a pproach for the developing sector 
A more modest approach for investment in  less 
developed areas is  understandable, given the l imitations 
of overall  population and infrastructural development. 
An investment of $2-3 mill ion, for example, is  sufficient 
to set up an integrated breeder and hatchery facil ity, 
processing plant and feed mil l  complex to produce 
30,000 broilers per week .  

Such an investment is self-expanding.  First, the 
investment wil l  necessari ly encourage local upgrading 
of agricultural and poultry production, stim ulate the 
development of the work force through this production 
( sk i l led labor is required to run the automated· 
equipment and carry out animal-care functions), and at 
the same time al low the producer to select his  markets , 
thereby ensuring a reasonable profit margin .  With this 
surrounding development, the industry itself can further 
expand .  

-

More broadly, the establ ishment of a viable poultry 
industry in  a developing sector nation could provoke a 
healthy crisis for any forward-looking Thi rd World 
government.  While these industries would in itial ly 
depend on imported grain suppl ies-a prospect the 
American grain belt ought to consider-competitive 
forc'es often dem and that a domestic supply  be 

forthcoming . Further, the type of capital-intensive 
agricultural industry represented by the poultry industry 
requires an adequate supply of cheap energy to operate 
machinery and maintain specified environmental con
ditions for the temperature, l ight, and air-sensitive 
ch icks . It will require developing infrastructure of 
roads, rail roads,  housing, educational and experimental 
facil ities, etc . 

-Susan Cohen 

1 955 2.85 1 5% 5.50 1 92 1 5% 

1 965 2.28 4.95 218 15% 

1 975 2. 1 0  4.25 233 1 4% 

1 977 2.05 4% 4.25 236 1 2% 

* Feed=the amount of grain necessary to yield one pound of broiler 
growth or one dazen eggs. 
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Chart 4 
Retu rn on investment 
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BANKING 

u.s. court clears road 

for HongShang bank takeover 

On a standing technicality, the U . S .  
Court of Appeals second circuit i n  
New York rejected the landmark ap
peal by the U . S .  Labor Party against 
the Federal Reserve Board's March 
1 6  approval of Hongkong  and 
Shanghai Bank 's  proposed takeover 
of the thirteenth-largest U .S .  bank ,  
the Marine M idland bank.  

"This i s  a question of U.S .  na
tional security not to be trifled with 
on a ' letter of the law' technical ity 
which i s  spurious at best ,"  a Labor 
Party spokesman said on M ay 23, 
the day of the ruling. "We brought 
this case in the public interest and we 
intend to appeal it all the way to the 
Supreme Court .:' 

The City of London has repeat
edly stated that the HongShang 
takeover of  a major New York bank 
is the "powerfu l  stimul us"-in the 
words of the London Financial 
Times-for a wholesale reorganiza
tion of the U .S .  banking system . 
London took the occasion to press 
ahead with that broader aim . Lord 
Armstrong of Sanderstead, chair
man of Midland Ban k and of  the 
Com mittee of London Cleari ng 
Banks, proposed in a M ay 23 OpEd 
in the New York Journal of Com
merce that the U . S .  bank ing system 
be decontrol led until it " relies a lmost 
wholly on self-regulation" as, he 
said, British banks -do under the 
Bank of England .  

The Labor Party documented to 
'the Federal Reserve last October the 
hundred-year history of the Hong
Shang's control over the world drug 
market, and filed its appeal in New 
York April IS' to reverse the Fed's 
rubberstamping of the application ,  
charging "gross malfeasance" o f  
regulatory duty. 
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I n  New York's capital,  mean
while, a Labor Party legis lative team 
informed dozens of legislators about 
the HongShang case on May 20-21. 
" I t's  disgusting the way Carey i s  po
l i t ical ly fro nt ing for' the H o ng-

, Shang," agreed one legislator, refer
ring to the New York State Gover
nor, who was put into office with a 
$300,000 loan from HongShang's  
Can,adian business partners Edgar 
and Peter Bronfman .  "We are really 
opposed to the HongShang take
over-it ' s  the m ost u n regulated 
bank in the world . "  

There are rumors in New York 
City that M arine Midland's manage
ment is planning to switch its charter 
from a state to a national bank to 
escape the New York Banking Su
perintendent ' s  j ur i sdict io n .  Th i s  
would only set off further uproar in  
New York . 

Carey's  latest dirty trick is his  
attempt to maneuver antidrug New 
York State Assembly Banking Com
mittee Chairman Herman D .  Farrell 
into dropping his new legislation 
making takeovers of large New York 
ban ks by foreign banks nearly im
possible. Farrel l has been told to 
water down his b i l l  to provide for 
only "case by case review" of indi
vidual takeover deals ,  or else "no one 
in the banking committee will vote 
for it because they're all loyal to Car
ey," angry Assembly sources said .  

Others in  Albany report that 
State Senate Banking Committee 
Chairman Rolison has returned un
amended to Governor Carey New 
York State Banking Superintendent 
M uriel Siebert's  bill S.3333, which 
would empower the Superintendent 
to halt foreign acquisiti ons in New 
York . Carey last week refused to sign 
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the bill and sent it back to the Senate, 
claiming he would write "his own 
legislation" to bring HongShang 
into New York . Now sources say he 
will have to stick his neck out politi
cal ly and veto the bi l l ,  risking the 
wrath of the Assem bly . 

The Financial Times' New York 
corres p o n d e n t  Stewart  F l e m i n g  
m ean w h i l e  com p l a i n e d  b i t terly 
about the "concern of Governor 
H ugh Carey about whether M iss Sie
bert wi l l  approve the Hongkong and 
Shanghai Bank bid . . . .  The foreign 
banks have a lready made a signifi
cant contribution to New York's fi
n ancia l  markets ,"  he writes, and 
"part icular ly  to the spectacular 
growth of its foreign exchange mar
ket. " 

Once the Fed passes London's 
proposed free banking zone for New 
York, says Fleming, then the Fed 
can get right into the markets i tself 
"in the way in  which the Bank of 
England does in London ."  And if, as 
the Bank of England has proposed, 
reserve requirements are then put on 
Eurodol lar transactions, concludes , 
Flem ing, all the hot money-and the 
London banks-wil l  flock to New 
York as the new " i,nt ernational fi
nanci a l  market" for foreign ex
change speculation. 

This ,  Lord Armstrong elaborat
ed, means the Fed itself m ust do 
away with the "vast panoply of fed
eral and state banking controls, en
forced by several major regulatory 
agencies . . . .  " 

-Kathy Burdman 
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DOMEST IC CREDIT MAR KETS 

Carter Ad m inistration moves 

U .S .  economy into recession 

Sharp decl ines reported in the last 
two weeks in a series of key indica
tors are now signal ing that the U .S .  
economy is moving into recession .  

• Durable goods orders in  Apri l  
suffered their  sharpest monthly co l 
lapse in  II years, down 8 . 7  percentto 
$77 bi l l ion . 

• Housing starts this year are 
running some 20 percent below last 
year's levels .  

• I n d us t r i a l  p r o d u cti o n  l a s t  
month fel l  o n e  percent from March , 

GOLD 

the steepest drop since the  1 975  
tro ugh . 

• Retail sales adj usted for infla
tion have fal len every month this  
year and are now a mere .5  percent 
above the sales level one year ago . I n  
current dol lar terms,  Apri l ' s  sales 
were also on ly .5 percent above 
M arch ' s .  

• New orders for capital goods  
p l ummeted 1 3 .6  percent last month,  
despite the plethora o f  rosy predic
tions for capital spending increases.  

Euro-Arab-Soviet com bination 
rigs the gold m a r ket 

James Sinclai r, the  New York-based 
precious meta ls dealer, has a fasci
nating hypothesis concern ing the 
forces beh ind the recent sharp run
up in the price of  gold bul l ion .  The 
gold price which, during the month 
of A pri l ,  had ranged somewhat l ist
less ly between $230 and $245 an 
ounce, suddenly broke through the 
$250 barrier on M ay 10 and went on 
to ach ieve a $265 .40 record high at 
the London aftern oon fixing on M ay 
22. 

Si ncl air 's analysis appears in the 
May 1 0  and M ay 1 6  iss ues of his  
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widely-circu lated newsletter, head
l ined "The Russians Are Gone, The 
Russians Are G one" and "They A re 
Going To Sock It To Us" respecti ve
ly .  Unfortunately , a l though he ap
pears to have his facts straight con
cern ing who is doing what in  the 
gold market, Sinclai r ,  l i ke much of 
the M ont Pelerin Society-infl uenced 
"gold b ug" ci rcu it ,  i s  off base when 
it comes to making an accurate pol it
ical and strateg ic assessment of  re
cent gold market devel opments . 

A rea d i n g  of S incla ir  wo uld lead 
o n e  to t h c  conc l usion t h at the Soviet 

E X E C UTIVE I NT E lU G E N C E  R EVI EW 

As this  publ ication has detailed 
befo re, these statistics are the fruits 
of t h e  C arter  A d m i n i s t rat i o n ' s' 
steady dose of h igh interest rates, 
spiral ing inflation ,  export and cap i
tal investment restrict ions,  and ener
gy blackmai l  through skyrocketing 
fuel costs, artifici al shortages, and 
nuclear plant shutdowns.  

The Administration 's  intent was 
graphically laid out by a manic 
A flred Kahn, Carter's so-cal led " in
flation fighter," before a M ay 1 6  
meeting o f  the Investment Company 
Institute in Washington: "There' s no 
way of avoiding a decline in our l iv
ing standards .  Americans are going 
to have to l ive with less . . . .  The sum 
total of the demands we are placing 
in  the economy of  ours . . .  somehow 
adds up to more than the economy is 
capable of supplying ."  

Kahn concluded that the  on ly  so
l ution is  to scrap the American Sys
tem of progress and technological 
development, or, in  his words, "the 
American expectation that things 

Union,  Saudi A rabia,  and West Ger
many's second largest commercial 
ban k ,  the Dresdner Bank ,  are some
how in cahoots to "sock it to" the 
U .S .  do l lar  through a com bination 
of oi l and go ld pr ice hi kes and that 
their ultimate aim is to replace the 
American currency with a basket of 
European currencies· including gold.  

This is  l inked to Sinclair 's con
tention that some major new catas
trophe i s  brewing in the Middle East, 
comparable to the October 1 973 
Arab o i l  em bargo, and that the Sau
dis  have gotten advance notice ofth is  
and are moving to position them
selves in gold accordingly . 

Sinclair reports, probably accu
rately, that the d irection of the gold 
market has been shaped decisively by 
the fol l owing developments: I )  The 
Soviet Union ,  since late 1 978 ,  has 
carefully rationed its sa les of the 
metal in Western markets so as to 
avoid pushing the price dow n .  Al
tho ugh the Soviets apparent ly sold 
significant amounts of gold in the 
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m ust always get bigger and better. "  
Kahn was seconded by Energy 

Secretary James Schlesinger and his 
m i n i o n ,  U n d e r se c re t a ry J o h n  
O'Leary . I n  testimony before a Sen
ate Energy Subcommittee, O' Leary 
plugged for a sharp reduction in gas
oline consumption, which he billed 
as "essential if we are to avoid signif
icant supply shortages this summer ."  
O' Leary was  mimicked by C .C .  Gar
vin ,  Exxon's  chairman, who m ade no  
bones of h i s  concurrence with Schles
inger to send oil prices through the 
ceiling in order to shut down the 
economy. 

Then there was Leonard Silk, the 
New York Times chief economic re
porter. Writing in his M ay 23 col
umn,  Silk proposes nothing less than 
the "Hooverization" of America . 
"For the financial markets ," sneers 
Silk, "the good news, to rewrite Her
bert H oover, is that recession is  j ust 
aroun9 the corner . . . .  Consumers, 
having tried to keep borrowing and 
buying ahead of soaring prices , are 

Swiss market in early M ay, al l  of it 
was immediately taken up by an 
Arab (probably Saudi) interest, in 
what would appear to be a prear
ranged deal between the two parties .  
2) Since early May, Saudi and other 
Arab interests have moved repeated
ly to shore up the gold price with 
huge purchases whenever the price 
appeared to fa lter.  3) Dresdner 
Bank,  which is reportedly acting as 
the agent for a Saudi investor, has 
purchased an unusually large por
tion of the gold offered for sale by 
the International Monetary Fund 
and U.S .  Treasury in recent months. 

Moreover, a few hints concern
ing Dresdner Bank's market strategy 
were dropped by the bank's Manag
ing Director H ans-Joachim Schrei
ber at the May 1 5  opening o f  
Dresdner's  H o n g  K o ng branc h .  
Schreiber told Reuters that "the in
ternational price of  gold could rise to 
between $280 and $300 per ounce 
before the end of the year" and 
"gold's monetary role wi l l  become 
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starting to give up ."  
Unforunately, Si lk has put his 

finger on one of the important rea
sons why the poor statistics for April 
are in all probabil ity not a one
month blip.  The domestic economy 
has been living on borrowed time for 
at least the last two years, held up by 
the consumer borrowing b ubble and 
sharp inventory buildup .  I n  the ab
sence of  growth in capital formation 
and high-techno logy i n vestment,  
there is every indication that this pro
cess i s  nearing its -end.  With no  final 
consumer outlet, the cycle of corpo
rations producing goods, sel l ing to 
each other, and marking up invento
ries is approaching the point of dras
tic liquidation .  

I n  the M ay 23  issue of  Business 
Week, economics editor William 
Wolman points out that the severity 
of the monthly figures " shoots down 
the widely held theory that s luggish 
first-quarter spending was caused by 
weather and a later Easter . "  The 
Teamsters strike, although undoubt-

more obvious with the establishment 
of the European M onetary Fund as 
part of the European M onetary Sys
tem . "  

What kind o f  gold-backed 
monetary system? 
The implication of  Schreiber 's  re
mark is that Dresdner Bank's gold 
strategy is premised on a "second 
phase" of the European M onetary 
System (EMS) which has yet to be 
implemented.  The key question is  
what kind of  gold-backed EMS does 
Schreiber envision? Sinclair assumes 
that the dollar's reserve currency role 
will be j unked and a pre- 1 9 1 4 (Brit
ish-dominated) international gold 
standard returned to . That is, gold 
wil l  be used. as a weapon to impose 
energy conservation and other defla
tionary measures on the U . S .  and the 
rest of the world economy. 

In an interview with this m aga
zine, however, a high-ranking Japa
nese official gave a very different 
view of the EMS's "second phase. " 
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edly a factor in the statistical decline, 
similarly cannot account for the 
magnitude of the fall-off. 

With the prospect of even higher 
energy costs coupled with continued 
gasoline shortages looming over the 
U . S .  eco n o m y ,  C arter a n d  h i s  
T h atcherite cont ro l l e r s  i n  t h e  
Administration are readying this na
tion for a crunch that wil l  then be the 
pretext for a de facto I M F  takeover 
under "crisis management" condi
tions .  The recession m ay indeed be 
just around the corner; but any i l lu
sions  of  any accompanying recov
ery-as long as the nation remains in 
the grip of U . S .  Thatcherites-have 
about as much reality as imminent 
prosperi ty in the 1 930s. 

-Steve Parsons 

This source saw the EMS as a Euro
Japanese-Arab collaborative effort 
to generate funds for Third W orId 
industrialization .  He  stressed that 
the EMS would be used to undercut 
oil market speculation by British and 
U . S .  multis through the financing of  
new energy development projects in 
the Third World.  The revaluation of  
Europe's go ld  reserves a t  $300 an 
ounce and the pooling o f  this gold 
along with dollars in the European 
M onetary Fund would provide the 
necessary reserve "backing" for such 
a massive financial undertaking. 

Thus, Sinclair i s  probably correct 
in his view that the Saudis, Soviets, 
and West German banki ng interests 
have been conspiring to fix the gold 
price: He mis�es the boat when he 
assumes that it is the British version 
o f  a gold-backed m onetary system 
that they are attempting to imple
ment. 

-Alice Roth 
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COMMODITIES 

Maior shakeup underway of 
u.s .  raw materials supply channels 

V.S. industrial consumers of raw 
materials who are-concerned with the 
pattern of  20- 1 00 percent annual in
flation rates in  primary metals  costs 
should begin to keep close watch on 
a number of  bil ls now going through 
the V.S. Congress. 

Senator Dole, for example, has 
just brought a bi l l into Congress, 
already passed by committee, which 
cal l sfor "joint efforts" by "Canada, 
Mexico and the U.S. to promote a 
continental energy pol icy." Dole's  
package is  modeled on the pro spec-

tus issued during 1 978  by the Blythe, 
Eastman, Di l lon investment firm for 
creation Qf a North American Com
mon M arket, a scheme whereby in
vestment in  the V.S. and neighbor
ing nations wi l l  be rechanneled out 
of  industria l  corporations, and high
technology energy deve lopment, in  
favor of bas ic  m ining, oi l  extraction  
and "soft" energy technologies. 

In presenting the b i l l, Dole urged 
that President Carter immediately 
call  for a summit meeting with the 
heads of state of Canada and Mexico 

FOREIGN EXCHANGE 

A foot in the Tokyo door 

The latest in a series of measures to 
" l iberal ize" the Tokyo currency and 
capital markets occurred in mid
M ay, as both foreign banks and Jap
anese commercial and trust banks 
were al lowed to issue negotiable-rate 
certificates of deposit (CDs). The ve
locity of CD growth, their expected 
vol ume, and the extent to which the 
Japanese Finance Min istry wi l l  re
ta in or i ntens ify adm i n is trat ive 
guidel ines on CD transactions  are 
not certain. What i s  clear is that the 
I iberaiization IVeasures have been 
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urged o n  J a pan b y  the C a r ter  
Administration and  by those inter
national bankers who share a resolve 
to ( 1 )  dismantle the joint state-indus
try control over capital a l locations  
that has made Japan the most ad
vanced capital ist economy in the 
world, and (2) make the yen into a 
reserve-currency adjunct and a ma
jor repository for diversificat ion out 
of  dollar holdings, en route to a 
world Special Drawing Rights re
gime. 

The introduction o f  three- and 
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to promote the "Common Market" 
idea. 

Just as important is the legisla
tion about to be passed on A laskan 
development; as wel l as Senator Hil
l i s '  (Rep.-I n.) bi l l  for creation of  a 
select committee on raw materials, 
whose major purpose wil l  be to de
s ign po l icies to confront  supply 
shortages induced by pol itical dis
ruptions, "boycotts" and other crisis 
developments abroad. 

These bi l l s  are all connected to 
the Carter Administration's  com mit- -
ment, over the next few months, to 
increasingly centralize government 
pol icy-making for raw materials in 
the hands of the Federal Emergency 
M anagement Agency (FEMA), the 
"crisis-staff' apparatus signed into 
effect by presidential decree on April  . 

1 , 1 979. 
I f  ful ly implemented, FEMA wil l  

not be concerned with getting mate
rials cost inflation under control. 
Rather, its purpose will be to "cartel
ize" raw materials production and 

s ix-month CDs-currently in mini
m um amounts of $2. 3  mi l l ion-was 
opposed by the Big Thre!! Japanese 
long-term credit banks, and pressed 
by the foreign banks. The latter 's  
cost of funds wi l l  drop, according to 
the M ay 1 8  London Financial Times, 
given the current 5 . 1 -5 .4  percent rate 
on three-month CDs as compared 
with the 5 .75 percent level o f a  three
month b i l l  on the discount market. 
At the same time, Japanese banks 
which have been paying lower rates 
on customers' compensatory depos
its will have to pay more on CDs, a 
disadvantage only mooted by the Fi
nancial Times when it suggests that 
some Japanese banks are requiring 
CD customers-against the rules
to simultaneously hold current bal
ances at the bank. 

Despite their misgivings, it is  the 
Japanese banks which reportedly 
pl unged into CD issuance, because 
of  their need for funds, whi le foreign 
banks  have held o ff unti l  a secondary 
market is established. What is  in 
question is not only interest-margins 
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allocation, and to mete out mining 
contracts to the investment bank 
proponents of the North American 
Common Market scheme. 

Raw materials 'boom '  
was engineered 
The "boom " in raw materials prices 
since October 1 978-which has en
tailed a 40 percent rise in copper 
prices, 35 percent rise in nickel , and 
1 0-20 percent rises in aluminum and 
lead-has been deliberately pushed 
by the same British-l inked invest
ment houses which have made a ki l l
ing off international price increases 
in petroleum. 

The copper boom , which set the 
stage for all  subsequent price rises, 
was kicked off by the political crisis 
in Iran . Not only did the antitechnol
ogy forces under the new K homeini
dominated regime put a haIt to de
velopment of I ran' s  Sar Chesmah 
copper mine project-scheduled to 
bring 1 45,000 tons a year of  output 
on line this June-but, j ust as impor-

but volume and above all  deploy
ment of funds.  

Presently, foreign banks in To
kyo can only issue a total of CDs up 
to 10 percent of their yen loans out
standing: and cannot i ssue them at 
all to their home offices or other 
overseas branches . However, as the 
Financial Times states, "Eventually 
it is hoped that the government will  
allow more flexibil ity in the amounts 
of the CDs and the terms ."  The ef
fect, even in the near term , tends to 
skew the Tokyo market toward the 
shorter�term end; and CD advent 
could also have some upward impact 
on corporate borrowing costs by 
skimming funds from the "Gensaki" 
repurchase market. 

International lending base 
But the point is longer range-to 
create a foreign-bank yen base for 
building offshore yen loans.  These 
loans, according to their advocates , 
would embody the opposite principle 
of the "consolidation plan" credits 
first quietly proposed by Japanese 
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tantly, the oi l  supply "scare" which 
began with the cutback of I ranian 
output provoked a wave of "hot 
money "  into the metals m arkets, 
driving copper to record highs.  . 

The shift of capital fl ows into 
metals speculation in the wake of the 
crisis ,  though, helped to convince 
U . S .-based m ultinational oi l  compa
nies that it was time to "diversify" 
their operations out of strict energy 

. development, into more general raw 
materials operations.  

What deserves close attention  is 
the role the FEMA apparatus will 
play in  delving out the coal and other 
mining leases which have become 
such hot i tems under the impact of 
the commodities price "boom ."  

No less than 40 percent of the 
U .S .  land surface is presently admin
istered by the Department o f  the In
terior, which has been completely re
organized to intermesh with the 
FEMA bureaucracy. 

The complicity of the Carter 
Administration with speCUlative in-

leaders last year .  That plan would 
centralize Eurocurrency <;Ieposits
primarily offshore dollar l i quid ity
for the purpose of long-term devel
opment credits and mammoth well
planned trade financing at progres
sively lower interest rates. Yen loans 
have a lready occurred in this direc
tion, and could play a secondary part 
in the "consolidation plan:" But 
what the Tokyo l iberal izers are 
doing i s  opening the way for the 
foreign banks most oriented toward 
International M onetary Fund con
ditional lending for payments defi
cits, and World Bank "appropriate 
technology" project credits , to "fund 
a yen credit safely for a pro,longed 
period without relying on the lead
ership of a major Japanese bank," in 
the words of the May 22 Journal of 
Commerce 

So the foot in the door not only 
nudges Japanese corporati'ons away 
from thei r close relationships with 
domestic banks;  it tracks into a re
serve status for the yen . Even if the 
yen were to 'be brought up from the 
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vestment interests behind the raw 
m aterials boom,  and the desire of 
both the Admini stration and the 
speculators to get FEMA under way 
will become blatantly clear in com
ing weeks, when Wage and Price 
Control Council reviews a luminum 
and lead prices . I n  both cases, infla
tion is taking off under the impact of 
a "spl it" in prices on domestic and 
foreign m arkets . 

As prices of both metals are high
er abroad, speculators,  middlemen, 
and producers are shifting their con
tracts to foreign purchasers . This has 
raised the spectre of supply shortages 
domestically,  leading producers of  
both metals to urge the  Administra
tion to grant them increases on a par 
with prices abroad .  

-Renee Sigerson 

current 2 1 8-to-the-dollar level to 
Ohira and Blumenthal ' s  200 target 
range, while exports s imultaneously 
grow once m ore, there i s  only one 
way to secure real yen strength-not 
so ironically, through a strong dollar 
that in turn expresses a net expansion 
of world trade and investment ,  
through something like the consol i-' 
dation plan and its European M one
tary Fund ( E M F) institutional chan
nel . Signs from very highly placed 
monetary officials indicate that they 
will stall and sidewind the Tokyo 
liqeralization (see story p. 7) whi le 
using the need for energy investment 
to get the EM F under way . During 
the postwar period, such attempts 
have again and again been cut short 
by Mideast wars and equally artifi
cial  financial catastrophes . This  is . 
why something m uch more than 
"competition"  is at stake in the To
kyo markets .  

-Susan Johnson 

Economics 1 7  



T RADE 

Outlook for world trade:  

control, trade war and no growth 

C.  Fred Bergsten entitled a recent 
speech, "The Outlook for World 
Trade: Continued Liberalization or 
Protection ism. " By the t ime he fin
ished addressing the Washington, 
D.C. In stitutional  Investors I nstitute 
on M ay 9, the Assistant Secretary of 
the Treasury for In ternational  Af
fairs had m ade it clear that the 
Administration wished to pursue the 
worst aspects of both options at the 
same t ime. 

Bergsten 's speech has m ore re
cently been reiterated in  substance by 

BRITAI N 

A ssistant Secretary of Commerce 
Frank W ei l l .  Weil l, a former partner 
of the pro- Brit ish Bronfman fam i ly 
investment bank of Loeb, Rhoades 
and Company, told the Senate For
eign Relations Committee on May 
23 that first the U.S. m ust gear up to 
fight and wi n a trade war . " With a 
s lower growing world market and 
intensi fied competi t ion," Wei l l  told  
the  Senators, "many n at ions wi l l  be 
tempted to adopt protect ion ist pol i
cies-restricting imports while at
tempting to subsidize exports." Un-

T he titanium tangle: 
'free enterprise' put to the test 

Britain's new Industry M i nister Si r 
Keith J oseph m ay find  the deep-seat
ed devotion to " free en terprise" put 
to .the test before he even has t ime to 
unpack h i s  bookshelf of required 
reading on how to dismantle the 
state sector. The Thatcher govern
ment has to decide in the next few 
weeks whether to a l low the N ational 
Enterprise Board (the state agency 
which channels government subsi
dies into " risky" industrial projects) 
to in vest $30 mi l l ion or  more in  a 
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new titan ium plan urgent ly needed 
for Brita in ' s  defense ind ustry. 

Joseph, committed to dism ant
ling the NEB and al l  other i nd ustrial 
aid programs set up by previous La
bour governments,  wil l fin d  h imse lf  
on a col l is ion course with the  De
fense M i n istry and a larmed execu
tives of  Rol l s  Royce if his depart
ment decides to scrap a n  N E B pro
ject to rescue the Brit ish titan ium 
indust ry. 

T i ta n i u m  gran u les ,  prod uced 
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less the  U.S. fights to  regain its ear
lier share of the global market, Weill 
continued, the U.S. could incur for
eign trade deficits of $40 bi l l ion or  
more by 1 990. The sol ution, Wei l l  
said, is  to reduce energy demand, 
keep ' growth s low, and make the 
most of-i.e. maintain-the cheap 
dol lar (which Treasury Secretary 
B lumenthal 's earlier pol icies deliber
ately brought about). 

Wei l l ' s  policy package, it should 
be noted, i s  precisely that being ad
vocated for the U . S. by such supra
national institutions as the I nterna
tional M onetary Fund, World Bank, 
the Organization of Economic Co
operation and Development, the UN 
Conference on Trade and Develop
ment, and the General Agreement on 
Trade and Tariffs. Bergsten had out
l ined a s imi lar package on M ay 9. 
The former Brookings I nstitution 
fel low insisted that "world growth 
rates are l ikely. to be significantly 
lower i n  the last quarter of the 20th 
century." Therefore there m ust be 

from titanium oxide ore by a com
plex i ndustria l process, are smelted 
into metal b i l lets which are integral 
to production of special ized Rol ls  
Royce engi nes, particu larly the RB 
1 99 which is  to power the European · 
M u l t i - R o l e  C O, m b a t  A i r c r a ft 
( M RCA). I mperi al Chem ical I ndus
tries which at present suppl ies the 
titan ium to Rol l s  Royce via IC l 's 
subsidiary, I m perial M etal I ndus
tries ( l M I ), has announced that it 
intends to shut down its ancient and 
inefficient p lant at Teeside-the only 
place in Britai n where the metal is  
produced. 

There are only two other produc
ers of the sort of titan ium needed by 
Rol l s  Royce-Nippon Soda in Ja
pana and Reactive M etal Industries 
in Ohio, but neither one uses the 
same process as employed by I M I. 
Rol l s  Royce officials have said they 
could swap suppl iers but the change
over necessary to adapt their engines 
so they use the J apanese or U. S.-pro
duced metal would take between 
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cutbacks of "excess capacity . . .  fac
ing the steel sector in a number o f  
countries . "  O n e  way is through the 

. cartel ization scheme of the French 
EEC I ndustry Commissioner, Count 
Davignon and supranationally man
dated austerity regimes for other in
dustries. 

Forcing submission 
The implementation of the anti
growth policies favored by Bergsten , 
Weil l ,  and the Carter Administration 
generally requires the submission of 
industrialist layers in  a number of 
key countries . In  West Germany, a 
Hanover economic study group has 
" pred icted" dec l in ing economic 
growth through the year 2 ,000 A . D .  
The report claims Germany has be
come a "mature" nation and there
fore can't continue any longer in a 
mode of export- led growth . A simi
lar perspective appears in a recent 
report by one of the "Grossbanken ," 
Commerzbank , which "foresees" de
mand for services replacing demand 

four and nine years . 
Compounding the problem is the 

fact that the British government is 
unwilling to dept:nd solely on a for
eign country for supplies of the stra
tegic metal ,  even if the changeover 
could be made at a reasonable cost . 
ICI insists that it will  not keep its 
existing titanium producing plant 
open beyond the end of ,this year 
because it is unsafe,  inefficient and 
unprofitable. J ournalists have not 
been' able to see the plant in opera
tion for "security reasons ." 

Since Rol ls  Royce urgently needs 
the metal for aero-engine produc
tion, it has taken its case to the De
partment of Industry and the matter 
is in Sir Keith Joseph's lap. A new 
titanium plant is slated to be b ui lt by 
a consortium of the NEB, Rol ls 
Royce and Imperial Metal Industries 
if the government gives the okay. 
Analysts say that Sir , Keith has no 
choice but to back the new enterprise 
with state funds or risk the goy-ern
ment's already massive investment in 
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for man ufactured · goods in  West 
Germany. . . 

I n  Japan, a carrot-and-stick ap
proach is being wielded to wean it 
from a commitment to emphasis on 
high-technology exports . The "car
rot" side of the approach is  various 
trade openings to Japan for d ubious 
ventures. On the "stick" side, Japa
nese officials are being manipulated 
into voicing satisfaction with the 
Vnited States' restrictions against 
their export policy .  Said special .ad
visor to the Finance Minister Michi
ya M atsukawa this week:  "Japanese 
exporters have learned a valuable les
son from their experiences , namely 
that they will be led to disastrous 
friction i f  they are interested only in 
increasing their exports . "The V .S .  
trigger price system for steel prod
ucts taught us the lesson ,"  he  said, 
"that even if the pie is smal ler . the. 
profit can be heavier provided ex
ports are made in an orderly manner 
and with appropriate pricing." 
While key export-committed coun-

Rolls Royce. Worse sti l l ,  the Thatch
er government would be seen as re
neging on its election pledge to 
maintain Britain 's "independent" 
defense capability if it put " free en
terprise" first in this instance . 

-Marla Minniclno 

Selections from 
Sir Keith's  reading l ist 
Government and the Market Econo-

my, Samuel Brittan, Financial 
Times economics editor. 

Meriden: Odyssey of a Lame Duck, 
Jock Bruce-Gardyne (the trials 
and tribulations of Meriden Mo
to rcyc l e  factory  w hi c h  was  
turned into a workers' coopera
tive with state funds). 

Employment, Inflation and Politics, 
by Peter Jay ,  monetarist, recently 
departed Am bassador to the 
V .S . ,  former London Times eco
nomics colum nist, and son-in-
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tries such as West Germany and Ja
pan are being clubbed to increase 
imports, reduce exports, and shift 
from m anufactures to a services ori
entation ,  countries l ike the V .S . ,  
controlled by  an antigrowth, anti
techn o logy A d m i n i s t ra t i on ,  are  
being outfitted in protectionist mode 
to do the clubbing .  

V .S .  steel industria lists a t  the 
American Iron and Steel Institute 
conference in New York City last 
week ca l led for m ore measures 
against imports despite their admis
sion that capacity shortages ' were 
looming and that Anthony Solo
mon's  "trigger price mechanism" 
had virtual ly priced the Japanese out 
of the m arket. The steelmakers com
plained , hoever , that the Europearis 
were sti l l  able to get in . under the 
trigger-price . N ot mentioned by the 
industry dinosaurs, however, was the 
fact that if they would modernize . 
their plant they could compete with 
any steelmakers in the world. 

-Richard Schulman 

law of James Callaghan. 
D elusions of D ominance, J o h n  

Jewkes . H a s  anyone besides Sir 
Keith read this one? 

The Wired Society, James M artin 
The Economics of John Kenneth Gal

braith, Frank McFadzean,  chair
m an,  Shell Petroleum Co. ,  Ltd. 

Democracy in A merica, Alexis de To
quevi l le .  

Capitalism, Socialism and Democra
cy, A .  Shumpeter . 

Why Britain Needs a Social Market 
Economy, Sir Keith Joseph.  

Monetarism is  Not Enough, Sir Keith 
Joseph.  

Solving the Union Problem is the Key 
to Britain's Recover)', Sir Keith 
J oseph . 

The Wealth of Nations , Adam Smith. 
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E u ropea n elections: what's 
Nuclear power, EMS pitted against the Hapsburg 

Western Europe wi l l  be faced with two sign ificant 
elections  in the firs t  ten days of  J une .  On J une  3, I taly 
wi l l  hold nationa l  elections whose outcome wil l decide 
the fate of the country. Seven days later, Italy and her 
European Com m unity (EC) partners wi l l  vote i n  the 
first  un iversal-suffrage elections  for the European 
Parl iament .  In addit ion, Sweden-an i mportant indus
trial force i n  the Western European equation although 
i t  does not belong to the EC-wi l l  hold national 
electi ons next autumn, and the campaign there has 
a lready erupted into a m ajor batt le over the i ss ue of 
n uc lear energy that wil l h ave Europeanwide conse
quences in the days and weeks ahead . 

Thus far, as the American press has repeatedly 
noted, the campaigns of  the major parties throughout 

. the EC have been memorable on ly for the scant 
attent ion they have el icited from thei r respective 
populations . Only the European Labor Party (ELP), 
organized in s ix  countries, and French President 
Giscard d' Esta ing have consistently addressed the 
fundamental questions facing the continent .  These are 
( I )  the future of the newly-created European Monetary 
System ( E M S), (2) nuclear energy, and (3) terrorism . 
Because continental Europe alone stan ds a chance of 
e ffectively opposing the war pol icies that Washington 
and London have set forth for the advanc�d capital ist 
sector, the decisi ons  which Europe's leaders make on 
these three issues wi l l  determi ne not only  the future of  
the ir  own populat ions, but of  the ent ire globe . 

Giscard d' Esta ing for the fi rst t ime i n  h is  career has 
adopted the Gaul l ist stratagem of appeali ng directly to 
the masses of the French populat ion, educating them 
on  the cited pol i t ical  q uestions in a series of  nat ional ly 
televi sed speeches and mass ral l ies held throughout the 

co untry to a ud Iences number I ng as m uch  as 5U,UOO. In 
h is speeches G i scard has taken up the q uest ion  of  Th i rd 
World development through the rapid implementation 
o f  " Ph ase I I " o f  the E M S, which entails the creation of 
a central ized fund for the financing of  l arge-scale h igh 
technology development projects. The French President 
h as also stated h is  unequivocal support for nuclear 
energy development, as well as in it iating a number of 
proposals to end the arti ficial ly created international 
o i l  shortage, i ncluding the closing of the Rotterdam 
m arket .  

U n fortunately, G iscard's approach has not been 
folIowed by his a l ly, West German Social Democratic 
Chancel lor Helmut Schmidt .  I nstead, the European 
Parl iament campaign of the Socia l  Democratic Party 
has been dominated by the party chairman, former 
Chancel lor Wi l ly  Brandt, and h as th us distingui shed 
i tsel f for its banal i ty . M ore s ign ificant ly, however, the 
pol ici es of  Wi l ly  Brandt, who is also the head of the 
London-directed Social ist I nternational, are i dentical to 
those of  his presumed chief opponent: Otto von 
Hapsburg, who heads the sl ate for the Bavarian CSU 
party of  neo-Nazi Franz J oseph Strauss. Both Bran dt 
and Hapsburg are leadi ng proponents of the British
i n it iated conception of a " E urope of  the regions," a 
decentral ized Europe of weakened national states . For 
these Brit ish-al l ied networks, the European Parl iament 
is viewed as a future base of  operations against the 
current Franco-German a l l iance of  Schmidt and Gis
card whose conception of a " Europe of the Father
lands" and a "Superpower for Peace" would be real ized 
through the fu l l  implementation of the European 
M onetary System and commitment to nuclear energy 
development .  
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at sta ke 
. . 

program In  campaIgns 

I n  th is  m o rass, on ly  one p arty h a s  consistently 
exerted leadership :  the smal l  a n d  unt i  I recent ly l i t t le
publ icized European Labor Party . The key to the 
unpreceden ted s uccess o f  the E L P  l ies i n  the fact t h at 
for the first t ime ever, a po l i t ical  party is demanding 
that E u ro p e a n s  reverse the " us ua l "  d i rect i o n  o f  
m arching orders from Washi ngton t o  Europe ( inc l uding 
the making and b reaking of I ta l ian  go vern m en ts o u t  o f  
the U . S .  Embassy i n  Rome) ,  a n d  intervene t o  i m pose 
s a n ity o n  U . S .  p o l i t i c s ,  by s u p p o rt i n g  t h e  1 98 0  
president ial ca ndidacy of  Lyndon H .  L a R ouche, J r . ,  
chai rman of the E L P's fraternal party, the U . S .  Labor 
Party an d concep tual  a rchi tect o f  the EMS "gran d 
design . " 

E L P  ch ai rman fo r the Federal  Republ ic  o f  Ger
many,  H elga Zepp- La Rouche,  has  gone o n  nat ional  
tel evis ion to deliver what West  German trade unionists ,  
factory workers and o thers have cal led the o n ly 
unequi vocal po sit ion favoring the devel opment and 
exp ansion of nuclear  energy by any party r u n ni ng i n  
the elect ions .  T h e  televised b roadcasts of  Zepp- La
R ouche have n ow given the party an estim ated 95 per
cent recogn it ion factor  throughout the coun try, w h i le 
t h e  w o r k  on t h e  party  in e x p o s i n g  t h e  fa sci s t ,  
monarc h i cal  ambiti o n s  o f  Otto von H apsb urg and h is 
ties to the Brit ish crown and Brit ish government  p o l icy 
have created s u ffic ient pressure to m a ke the candidacy 
of H apsburg the leading i ssue within the Social  
Dem ocracy . N o w  when Soci a l  Democratic can didates 
ho ld elect ion ral l ies,  even in  the case of  those s uch as  
W i l ly Brandt  who are de facto fact ional  a l l ies o f  
H apsb u rg ,  it  i s  " de rigueur" for them t o  attack the 
monarchical pretender.  

Zepp- LaRouche, o n  televis ion and n um ero us cam-

Who's u p  for elect ion? 

O n  J une 1 0, 1 979 ,  the n ine  mem ber countries of 
the Common M a r k et wi l l  be e lect ing 4 1 0  candi
dates fo r five years as rep resentati ves to the 
Eu ropean Parli a m e n tary A ssem bly-by d i rect 
suffrage for the fi rst t ime .  

The �u nct ions  o f  the new represen tatives w i l l  
i n c l u d e  a d o p t i n g  o r  rej e c t i n g  t h e  E u ropea n 
C o m m un ity's budget,  advis ing the C o m m u n i ty 's 
decisi o n - m a k i n g  C o u nc i l  o f  M i n i stersand,  i n  
extreme s i tuat ions ,  com pel l i ng t h e  C o m m ission t o  
resign . I t  w i l l  have n o  legis lative powers over the 
n at io n a l  govern ments  o f  E urope.  The European 
C o u n ci l ,  the Com m un ity's  pr incipal  decis ion
m a k i ng body led b y  t h e  c o u n t r i e s '  fo reig n 
m i n i sters,  wi l l  not  be respons ib le  to t he Parlia
m e n t a ry A s sem b l y ,  b u t  w i l l  rem a i n  a body 
u p h o l ding and representing sovereign nat ional  
inte rests .  H o wever, the Par l iamentary Assembly's 
general s u perv is ion  of the Commissi o n ,  i ncluding 
the righ t to  cen s u re i t ,  can mean i n creasing the 
acco u ntabi l i ty o f  t hat "supranat i o n a l "  i nst i tuti o n .  

T h e  t o t a l  4 1 0  seats w i l l  be d istri buted a s  
fol lo ws a m o n g  the m e m b e r  states:  Belgi um:  24 ; 
Den m a r k :  1 6 ; Federal  Rep u b l ic o f  Germany:  8 1 ;  
France :  8 1 ;  G reat Brita i n :  8 1 ;  H o l l a n d :  25 ;  
I re land:  1 5 ; I ta ly :  8 1 ;  and Luxem b o u rg:  6.  

The I ta l ian nat ional  elections 
On J un e  3rd a n d  4th , Italy's  population wil l  be 
going t o  the po l l s  to elect a l l  mem bers o f  the 
Cham ber of  Deputies an d t he Senate.  These 
nat ional  electio n s  were provoked by the M arch 
co l lap se of  the A n dreotti government .  The o ut
come of  these electio n s  will determ i ne the appoint
ment  of  the Prime M i n i ster and general compo
sition of  the cabinet . 

Swedish pa rl ia mentary elections 
In  September,  Swedish  voters wi l l  choose a new 
Parl iament .  Leading parties are the Social  Dem
ocratic Workers Party o f  Olof Palme,  the Center 
Party o f  former Prim e  M inister Tj o rbjoern Faelld
i n  (whose government fel l  last  w i nter when his 
party attempted to pass a n  ant in uclear program) ,  
a n d  t h e  Liberal  Party headed by O l a  U l l sten , t he 
p resent Prime M in is ter (who s upports n uclear 
energy as a "necessary evi l " ) , .  the Conservative 
Party, and a I S-mem ber  European Labor Party 
s late.  
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paign appearances throughout the country, has a.lso 
cross-fired the antiterrorist activity currently takmg 
place in I taly with the aid Qf French and (quietly) West 
German i ntelligence. The ELP chairman has i dentified 
the fact that West German environmental ists and 
terrori sts are all  part of  the same Brit ish and I sraeli
contro lled networks, as the Ital ian police and carabinieri 
have been documenting in  their own territo ry. 

I nside I taly itself, terrorism has been repeat�dly 
identified as the central question on the part of 
government and trade union leaders. Here the outcome 
of the June 3 national elections and the fight to free the 
country from a long-standing reign of terror are, 
practically, o ne and the same thing. Althoug? I tal� �s 
participating i n  the European Parliamen� electl�ns, I t  I S  
the n ational balloting one  week earlier which has 
received the m ajor focus. 

At ;take here is whether the I ta l ian Socialist Party 
(PSI)-closely a llied to Socialist International head 
Willy Brandt, who h as been campaigning on their 
behalf-wil l  be successful ly shown up as a party of 
l ittle n ational standing, thus putting an end to its role 
as the institutional  protector of  terrorism and spoiler of 
the Communist Party-Christian Democratic al l iance 
which alone can prevent I taly from being plunged into 
the I ran-style destabil ization predicted recently by the 
Council on Foreign Relations and various I tal ian 
spokesmen. . 

The I tal ian police, in a rather spectacular series of  
arrests, have already rounded up portions of the  terror 
network, all of them pointing to the central ro le of the 
Socialist Party leadership. Once again, i t  h as been the 
role of the ELP to make the full implications of that 
connection public, most recently in a series of  televised 
broadcasts by Ital ian ELP general secretary Fiorella 
Operto. 

A nother flank on Brandt and Craxi's beleaguered 
Socialist I nternational was opened dramatical ly in mid
May in  Sweden, where the leader of the Social 
Democracy (SAP) is former Prime Min i ster Olof Palme. 
Since M ay 16, the national press of, Sweden has run 
front-page articles tel l i ng of a "revolt" against Palme 
in  the trade-union movement-his party's  base-led by 
the European Labor Party, which i s  fielding candidates 
in Sweden 's  fall national  elections. Trade union leaders 
representing over 75,000 workers signed a peti t�on 
drafted in co l l aboration with the ELP, condemmng 
Palme's  "sudden " antin uclear about-face after the 
Harr isburg i ncident, and issuing a resounding call  fm 
the national  n uclear program as the key to Sweden's 
own economy and its posit ive role in the world. Passive 
acceptance of whatever the Socialist I nternational 
hands down, i ncluding support for environmental ist 
terro ri sm , has come to an end in what was once the 
showcase for British-model led "social ism " in  Europe. 

-Vivian Zoakos 

1 .  Germ any's ch oice: 
The program matic dichotomy between 

.
two 

.
diamet�i

cal ly  opposed ideas of Europe-the nch, mdustrIal 
postwar Europe envisioned by Charles de Gaulle an

.
d 

Konrad A denauer in  the 1 950s and 1 960s, and by their 
successors Giscard d' Estaing and Helmut Schmidt 
today, and the feudal Europe based on small peasant 
agricu lture and regional  autonomy, the Europe sought 
by Britain and Europe's surviving "black" aristocracy
h as been sharply drawn in the West German European 
Parliament elections. 

But it is not Germ any's two largest nationwide 
parties the Social Democratic Party and the Christian 
Demo�ratic U nion which are providing the campaign 's  
programmatic interest. Both the SPD and the CDU 
have consciously sh ied away from issue-oriented cam
paigns in favor of M adison Aven ue-style '� im age" 
based politicking featuring posters of scantily clad 
women and color TV commercials with NATO flags 
and fighter planes. Rather, the campaign's  issue content 
is coming from the European Labor Party slate head�d 
by the party's chai rm an fo r the Federal Repubhc, 
H elga Zepp-LaRouche, a leading West German spokes
m an for n uclear energy and for the European M onetary 
System founded by Chancel lor Schmidt. A�d, on t?e 
ol igarchic side, Franz-Josef Strauss's Bava�Ian Chns
tian Social  U nion has placed at the head of  Its slate the 
titular leader of the continent's aristocrats, Pan
European U nion president Otto von Hapsbur�, whose 
controversial campaign has swung as close as IS  legally 
possib le in postwar Germany to calling openly :or 
restoration of Hapsburg's  hered itary A ustro-H unganan 
throne. 

The upshot: voters are studiously avoiding SPD an
.
d 

C D U  election functio ns, whi le  Zepp-LaRouche IS 
leading a h ighly visible and attent ion-gett ing campaign 
posing �er party's policies of nuclear energy devel

.
op

ment, detente, and support for the E M S  agaiOst 
H apsburg's program of envi ronmentalism and confron- . 
tation with the Soviet Un ion. 

A M ay 1 7  indoor rally featuring former Ch�ncel lor 
Willy Brandt, for example, was attended by a trIckle of 
voters who dribbled in  in twos and threes to hear 
Brandt, one of the SPD's  best-known, if least-respect�d ,  
figures, and the  head of the  SPD's  European p�r� la
mentary s late. The C D U, the nondescript opposIt ion 
party, has seen attendance at its functions p lum�et 
even further, while the Free Dem ocrats, the wan mg 
coalition partner in Schmidt 's  ruling coa l it ion " are 
virtually unheard from. , 

Zepp-LaRouche, on  the other han�, regula�ly dr�w 
between 40 and 60 people to ral l ies dUrIng a natIOnwide 
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development o r  feu d alism 
tour of major West German cities earlier in  M ay; 
subsequently , after appearing four times on nationwide 
television broadcasts , party organizers report 95  percent 
public recognition for the ELP leader . The ELP has. 
connected its entire progrowth , pronuclear energy 
campaign to the name of Friedrich Schiller, Germany's 
greatest poet, who attempted to organize humanist 
republics in Europe along the l ines of  the American 
Revolution . 

A measure of the ELP's impact on the West 
German race is best obtained from the party's role in 
the scandal over the Hapsburg candidacy . Not even a 
West German citizen until a year ago ,  H apsburg has 
risen "meteorically" to the top of the CSU election l ist,  
and was set to claim a simi lar spot on the COU list last 
winter when the ELP publ ished a major expose of  the 
fascist policies of his Pan-European Union (serialized 
earlier this year in EI R). The result: H apsburg was 
dumped as a candidate by the COU,  while the SPO 
fol lowed the ELP lead by issuing a blast at  Hapsburg 
of its own. Today, a lthough the SPO slate under the 

leadership of Willy Brandt holds views on environmen
talism almost identical to Hapsburg, it is party policy 
to attack the Austrian aristocrat at every S PO ral ly . 

The ELP, however, is not going unchal lenged in 
this campaign.  Hapsburg, the son of the last Austrian 
Emperor, a blustering anti-communist and environmen
ta list, is summoning his fo llowers on a crusade for 
solar energy and against comm unism . Hapsburg wants 
to destroy Europe's central ized republics by breaking 
countries such as France and Spain  down into 
autonomous regions. 

Of course, H apsburg has been quiet about just who 
supports him, but British Prime Minister Margaret 
Thatcher sent an o ffic ia l  spokeman to his  PEU 
conference in April , whi le the I talian Black Guelph 
families such as · the Pallavici nis ,  the Savoys, famil ies 
his family controlled when the Hapsburg dynasty ruled 
Northern I taly , support the PEU in addition and are a 
l ink between Hapsburg and the " left"-wing terrorists 
of such groups as the Red Brigades. 

Conservatives' cam paign: bikinis ana Hapsburg 

In displays of  garish campaign theatrics , West 
Germany's opposition parties, the nationwide Chris
tian Democratic Union (COU) and t�eir Bavarian 
sometime affiliate, Franz-Joseph Strauss' s Christian 
Social Union (CSU), have outdone themselves in  the 
European Parliamentary race: the COU is offering 
posters of scanti ly clad women as a gimmick to gain 
votes, while the CSU is backing the leading Black 
Guelph environmentalist in Europe, Pan-European 
Union president Otto von Hapsburg, as their number 
'three candidate:  

The tasteless COU campaign, organized by that 
party's resident linguist, Kurt Biedenkopf, might as 
well have been designed to convince conservative 
voters of the C D U 's political bankruptcy, and to 
turn them to the CSU candidate Hapsburg in  
disgust. The COU's main wal l  poster features a 
buxom,  rosy-cheeked blonde, barely dressed, fon
dl ing a large penci l under the slogan, " Make an X 
for the COU."  Another COU poster shows a 
yo uthful , muscular hockey player with a young 
woman draped over his shoulder bearing the slogan: 
"We' l l  make Europe strong ."  

Hapsburg's CSU campaign , however, takes an 
entirely different road. Hapsburg's · campaign plat
form openly cal ls  for dictatorship and the death 
penalty for West Germany during states of emergen
cy, even though both pol icies are expressly forbidden 
by' the West German constitution.  As president of 
the Pan-European Union,  H apsburg is also secretly 
aiding other PEU members who have been quietly 
nominated by other parties to represent them at 
Strasbourg, and he is publicly ·supporting environ
mentalism and deindustrial ization�a program hark
ing back to the feudal period when his ancestors' 
dynasty ruled a m ajor  part of Europe. 

The PEU president, who was n ot even a West 
German citizen until last year,  has made it clear that 
if he is elected to the Europarliament, he wil l  use it 
as a platform for his efforts to change the present 
Europe-of centralized republics i nto a decentralized 
"Europe of the regions" in  which regional terrorist 
groups such as the ETA Basque terrorists of Spain,  
or  the Breton terrorists in France would be assured 
of his support. 
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The E LP :  h ig h p rofi l e  
on  the rea l i ssues 
" I  am standing here in front of the nuclear power plant 
in Bibl is .  The Bib l is  plant is a symbol of the economic 
power of  the Federal Republic of  Germany, a symbol  
of what we bui l t  up out of  the rubble after World War 
I I," Helga Zepp-LaRouche told West Germans in a 
moving nationwide television address recently . The 
Chairman of the European Labor Party in West 
Germany, she heads the ELP's s late for European 
Parliament. 

"Only 60 tons of nuclear fuel are needed for the 
e lectrical energy that this nuclear power plant produces 
in one year.  If the same amount of electricity were 
produced by b urning coal, 5 mil l ion tons of coal wouid 
be needed and this would be a tremendous b urden on  
the environment," she continued. "We need more such 
nuclear power plants that are so beneficial to the 
environment.The Third World alone needs thousands 
of such plants in  the next 20 years ."  

. Zepp-LaRouche finished by summarizing the  p ur
pose of her p arty ' s  ca mpaig n .  "The enem ies o f  
technology are nothing b u t  a sm al l, intense minority 
that is greatly played up in the press, and which wants 
us to keep si lent. Why should we allow this confused 
minority to sabotage Europe's future?" 

West Germany is the center of the European Labor 
Parties' European parliamentary drive, and it i s  a very 
high profile effort. Helga Zepp- LaRouche has m ade 
four such television appearances . Fifteen thousand wall 
posters are going up throughout West Germany, and 
one mill ion leaflets are being distributed thro ughout 
Europe, most of them in Germany. 

SPD: Brandt heads 
. 

list of greenies 
Although Social Democratic Chancellor Helmut 
Schmidt has been a spokesman for high technology 
and growth, the SPD's European Parl iament s late is  
dominated by Schmidt's SPD rival  Wil ly Brandt, the 
party's  ch ai rman and leading focus of British 
infl uence. The resu lt has h urt the party with the 
voters . 

Instead of addressi ng the fundamenta l  issues 
facing Europe, nuclear energy versus environmental
ism, and peace versus the danger of a World War I I I  
provoked b y  N ATO, Brandt and h i s  aides i n  the 
Social Democratic " left  wing" have packed his 
party 's  8 1 -person slate with wel l -known opponents 

Entitled, "Atomic Energy for Peace, Not War," the 
leaflet has been distributed at dozens of West Ger
many's most important industrial plants, incl uding 
H oechst Chemical in Dortmund, Bayer Chemical in 
Cologne, Mannesmann Printing in  Duisberg, Roeck lin
gern Steel in  Saarbrucken, Daimler A uto in  Stuttgart, 
and VFW Fokker in Bremen. The impact of the ELP 
campaign among trade unionists has been heightened 
by the fast-spreading news that officials of America's  
largest union, the Teamsters, are organizing committees 
to elect Lyndon LaRouche president there . 

Because " left" environmentalist Wil ly Brandt is 
heading the SPD slate, the ELP is  the only West 
German party running on behalf of the industrial 
development and European M onetary System programs 
of SPD C hancel lor Schmidt. In 1978 state elections 
which many predicted w�uld be a first step in  removing 
Schmidt by making the environmentalist "green l i st" 
of candi dates i nto  a maj o r  n at iona l  force, ELP 
candidates stepped in and  virtual ly destroyed the 
"greenies ' " campaigns, in  part by exposing their 
British and I srael i  intel l igence l inks (for example, Rudy 
Deutschke)-accomplishing what Schmidt's SPD forces 
could not do for themselves . The ELP has also 
campaigned heavi ly against o l igarch ist candidate Otto 
von H apsburg, causing H apsburg to be rebuffed in a 
bid for a spot on the CDU slate. Currently, the ELP' s  
slogan against Hapsburg goes: "One , Austrian was 
enough ." 

In the .present elections, the ELP is playing not only · 
the same role respecting the enemies of progress, but is 
having a major impact on its own account.  Slate leader 
Helga Zepp-LaRouche is expected to win a European 
parliamentary seat. 

of nuc lear energy on the left ,  and with a few token 
right wingers who bl indly i nsist that NATO is  the 
only en tity saving Europe from com munism . 

The West German voter has taken the hint, and 
Brandt's sl ate of SPD nonentit ies can rarely muster 
more than a dozen spectato rs at street corner ral lies . 
This ,  despite a massive and expen sive color TV 
com mercia l  cam paign, which alternately features 
NATO flags and fighter pl anes to aUract conserva
tives, and scenes of open meadows and sunny days 
to aUract the environmental ist  vote. 

The S PD's A RE publ ic  relations fi rm has tried 
to construct a new image of  Brandt as younger and 
relaxed, and even sober, but the poor attendance, 
barely reach ing 1 00, at Brandt · ral l ies evident ly 
shows what the publ ic  thin k s .  
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2 .  Fra n ce: De Gaulle's E urope or none 
The campaign for the European Assembly in  Franceis 
largely centered around the Union for French I?emoc
racy (UDF), President Giscard's coalit ion,  which has 
become the carrier of  Giscard's program for European
wide cooperation to industrialize the developing sector .  

The U DF's own program for the Assembly (see 
EIR Vol. V I ,  No .  1 3 ) calls for the creation of a $ 1 00 
bill ion fund for technology-intensive economii: projects 
in Europe and the Third World . President Giscar� ?as 
added another dimension to this proposal by organiZIng 
for a "trialogue" conference of European,  African and 
Arab states which received a unanimous vote of  s upport 
May 22 by the Franco-African summit m eeting i n  
R wanda, attended b y  2 4  states . 

Two weeks ago Giscard undertook a rare tour of  
the country to  address the  population on the  European 
Monetary System and France's role in Europe and. the 
world, speaking to groups of  up to 20,000 at a time.  
Giscard clearly defined the U DF campaign as "Gaull
ist .  " 

Running against the U D F, which may suffer due to 
i ts  poor domestic economic performance,  are the 
official Gaull ist  and Communist parties running on 
anti-European programs. The Socialist Party is  running 
on an antinuclear and zero-growth program.  

A last ditch attempt to  drain away votes from the 
U D F  was set up M ay 2 1  by France's "Kennedy," Jean
Jacques Servan-Schreiber, in all iance with " European 
federalist" dropouts from the " left wing" of  ,the UDF.  
Similarly, Jacques Medecin ,  who  as  mayor �f Nice 
maintains close connections to the local gambling and 
drug-running networks ,  i s  setting up another l i st of 
disaffected right wingers from the UDF to draw off 
votes. 

The European Labor Party is not running �n 
electoral slate i n  this race due to the great financial 
burden placed upon "third" parties for this electi�n in 
France. However, the ELP's members are actively 
campaigning on behalf of the party's continental slate, 
and are holding educationals with bankers, government 
and party officials around U SLP Chairman Lyndon 
LaRouche's "Theory of  the E uropean M o netary 
System ." 

Gisca rd :  
D e  Ga ul le's prom ise 

French President Giscard d' Estaing, touring his 
nation before the June election of the European 
A ssembly, told a rally of 20,000 in Hoerdt, A lsace, 
May 15 that " We must choose Europe of the heart 
and of reason. " Giscard concluded by recalling a 
Council of Ministers meeting in 1 96 1 ,  presided over 
by Charles de Gaulle, when Giscard was State 
Secretary for Finances. De Gaulle said he would 
not live to see a united Europe, but then turned to 
the youngest man present, Giscard. . .  You, you will 
live to see this Europe. " 

Here are excerpts from his speech. 

One hundred years ago, the world was Europe . 
The only great powers were France, Great Britain 
and Germany . The sun, i t  was said , never set on 
the British Empire. And the rest counted for 
naught .  

Today ,  new powers have appeared and others 
are appearing . . . .  We observe how the incessant 
spreading of education and technological progress 
is reducing those differences which were to our 
advantage based on productivity, experience and 
knowledge. 

U nited, Europe represents a populatipn equal 
to that of  the Soviet Union .  It is developing an 

. economy comparable to that of the U ni ted States. 
I t  i s  the world's first commercial power . . . .  

G reat Britain ,  which as  we know, chose to put 
a break on European construct ion,  did not gain 
by it. Twenty years ago, its revenue was equal to 
ours. Today, i t  i s  40 percent  less . 
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Who's in  the ru nn ing 

Union for French Democracy ( U DF): headed by 
Giscard appointee and Minister of Health Simone 
Vei l ,  the UDF i s  a coalit ion of parties supporting 
the actions of  President Giscard. 

Rassemblement pour la Republique (RPR): the Gaull- . 
ist party as such is not presenting a slate, but its 
president Jacques Chirac is sponsoring and heading 
the "Defense of  the Interests of  France in Europe" 
list, open to other parties and which M ichel Debre 
has also joined . 

French Communist Party ( PC F): is presenting a ful l  
slate, campaign ing against the enlargement of  the 
Common M arket and the European M onetary 
System . 

3 .  E LP ca mpa,igns in 
H aig 's homeland 
" In  the homeland of H aig, we are the party of 
LaRouche ."  Under that slogan,  the European Labor 
Party in Belgium i s  breaking down the lTIonol ith that 
is politics i n  Belgiu m .  

NATO has its headquarters i n  Belgium,  which i s  
run b y  King Baudoin , a cothinker of Otto von 
H apsburg .  In Brussels, NATO command center, Gen
eral Alexander H aig, NATO Secretary-General Joseph 
Luns and British officials posted there are continuously 
organizing to force m ili tarization on Europe. . 

The succession of  parl iamentary crises and govern
ments in  Belgium al l  revolve around the best way to 
implement austerity " at the Ki ng's pleasure ."  

Workers in  Belgium's  significant heavy industri al 
sector have been sources of strong support for the 
European Labor Party and its program . Particularly 
important has been the expose of the government's 30-
hour work week proposal by Lyndon H .  LaRouche, 
the 1 980 presidential candidate and chairman of the 
U .S .  Labor Party . In a widely distributed pamphlet, 
LaRouche made it clear that in the context of a ful ly 
functional European Monetary System, Belgiu m  would 
be able to maintain a full employment economy on a 
full work week, allowi ng the country to contribute to 
world development. 

King Baudoin regards the aggressive campaign 

Socialist Party (SP): is  fully participating in the 
election and trying to create a "convergence" with 
the U DF.  

Employment-Equality-Europe: slate pulled together 
at the eleventh hour by Radical Party president Jean
J acques Servan-Schreiber, along with femin ist jour
nalist Fran�oise Giroud , both of whom sim ultane
ously resigned from the UDF. 

Region-Europe: a. coalit ion of regionalist-autonomist 
groups, the federalist Rassemblement Europeen and 
ecologists headed by avowed terrorist, Jean-E<iern 
Hal lier. 

being run by ELP can didate Jean Louis DuJardin on 
behalf of peace, nuclear energy , and industrialization • 

as a personal affront. The royal pol ice, operating under 
medieval law, repeatedly arrested DuJardin's campaign 
workers for lese majeste (insult to the crown), at least 
until the Labor Party delivered stinging reports on 
human rights violations in Belgium to consular offices 
and press services throughout Europe . 

DuJardin's  party has specialized in routing the host 
of environmentalist sects which pollute the political 
atmosphere. To the particular delight of workers who 
witnessed the event on television, the ELP clashed with 
radical "greenie" Antoinette Spaak, daughter of former 
NATO Secretary-General Paul-Henri Spaak, reducing 
her to incoherent fury . . 

Ms. Spaak was one o f  those who collaborated with 
national election officials in an effort to rule the ELP, 
which collected thousands o f  valid petition signatures, 
off the European ballot . An independent elections 
judge, however, reversed an earlier ruling, and the next 
day La Libre Belgique published an all-parties election 
list, with DuJardin placed prominently in seventh 
position,  far above the gaggle of green ies. 

It i s  A lexander H aig who is  the favored target of 
the party's  effort. A popular ELP poster depicts the 
diminutive general as "The Man Who Was A ll Used 
Up ."  As in the Edgar Allen Poe story, Haig is shown 
with a glass eye, a wooden leg, wooden arm and so 
forth . Behind h im stands Henry Kissinger . H aig asks, 
"Henry ,  can you please give me my wooden brain?" 
Kiss inger replies, "You'l l  have to wait a l ittle longer, 
J immy Carter is still using it. " 
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4.  I ta ly :  a n ation 's futu re at sta ke 
I n  a M ay 2 3  appearance befo re foreign j o urnal i sts,  
I ta l ian Soci al ist Party leader Betti no Craxi bristled 
when asked i f  h is party would win  the same n u mber o f  
seats i n  I taly's upco m i ng par l iamen ta ry electi o n s , as  the 
m in iscule Radi cal Party.  R u m o rs ,  C raxi respo nded,  
that the PSI  is  fi ni shed as pol it ical  force i n  I ta ly ,  a re 
u n founded.  

I n  fact, the predictions  that the PS I wi l l  be the b ig  
l oser i n  I ta ly ' s  J une 3 and 4 parl i amen tary b al lot ing 
seem very wel l fou nded . The irony of  this  is  that the 
elect ions ,  which neither o f  I ta ly's  two dominant  p arties,  
the Christian Democrats and t he Comm un ists,  wanted, 
were p rovo ked p recisely in order to restore the PS I to  
i t s  o netime ro le  as the  " swing" party, the m i n ority 
partner which traditional ly  wiel ded i n fl uence by b lack
mai l ing the  larger DC with  the  th reatened withdrawal  
of  its s upport . 

U n der the PS I scenario,  the elect ions were to break 
apart the DC-C o m m u n i st tacit  coal it ion that had ruled 
I taly s ince 1 976, and u sher in a period of "control led 
chaos"-with the PS I ,  backed by American ult imata 
barring the Communists fro m a role i n  any gover n m ent ,  
provi d ing the  m arg in of  rule fo r the post-electio n 
Ital ian govern ment . 

I n stead,  Craxi is weary and on the defensive, 
finessed,  as he bitterly complains ,  by a com b i n at ion  of 
careta ker Pri me M in i ster G i u l i o  Andreotti , whose 
government C raxi helped topple i n  Jan uary, an d the 
forces o f  C o m m u n i st leader En rico Berl inguer.  U nless 
Craxi pu l l s  m agic o ut of  h is  hat between now a nd J un e  
3-m agic which could  i n cl ude o ne of  t h e  U . S .  embaSsy's 
famous I ta l ian v ote fraud operatio ns-it seems certai n 
th at 1 979 wil l  see the disappearance o f  both of the 
fixt ures of  British i n fl uence over I ta l ian po l i tics,  the 
t iny Republ icans (whose leader U go La M al fa died 
days after attempti ng to form a cabinet to succeed 
A ndreotti) and the PSI . 

Craxi b lames his  troubles o n  A nd reotti ' s  sh rewdness 
i n  holding the I ta l ian electi ons  one week before . t he 
J une 1 0  E uropean Par l i amentary ba l loti ng, where the 
PSI was expected to d'o wel l .  B ut the real source o f  the 
PS I 's  d i fficu lty is  t he ruthless pol i tical  o ffensive aga inst 
terro rism cond ucted by the Comm unists,  A n d reotti 's  
a l l ies i n  the Ita l ian po l ice a n d  judici ary, an d by the 
European Labor Party,  wh ich bega n the u n ravel i n g  of 
Craxi 's  pol it ical  operations l ast year with the issuance 
of a dossier, "Who K i lled A l do Moro,"  which tied 
leaders o f  the Socia l i st Party di rectly to the terrorist 
networks respon sib le fo r t he M o ro m u rder and other 
acts of terro ri sm on behalf of Brit ish and a l l ied U . S . 
pol icy toward I taly .  

N o t  o n ly is  the campaign against terrorism hitt ing 
the PS I ,  but  i t  i s  a lso d rawi ng the dividi ng l ine  between 
DC facti o n s  committed to i n dustria l  p rogress and the 
E M S  strategy, and ol igarchist-a l l ied DC figures s uch , 
as A m i ntore Fanfa n i ,  w h o  has  l i n ed up sq uarely i n  the 
camp o f  the embattled Craxi . 

Because so m uch is at stake i n  the I ta l ian  nat ional  
election s-the very s urvi val  of  the I ta l ian  n atio n-the 
parl iamentary cam paign has eclipsed the E u ro pean 
Parl iament bal lot ing a week later.  But the issues of the 
n atio n a l  electi on  domi nate those o f  European voti n g .  

Offensive against  terrorism 
"Today's main enemy i s  terrorism ," says Luciano 
Lama,  a Comm unist  leader a n d  Secretary General o f  
t h e  I ta l ian  CG I L  trade u n i o n  confederati o n .  Term i ng 
the fight  against terrorism the center o f  I ta l ian pol itics 
at the European trade u n i o n  m eet ing i n  M u nich M ay 
1 6 , Lama cal l ed fo r the E uropean labor  m ovement to 
" co operate i n  the fight agai nst terro rists in I taly,  and 
to help find those p u l l ing the stri ngs . "  Lama's analysis 
is  ech oed by the pres iden t of the Christian Democratic 
Party, F lamin io  Picco l i .  In a n  editorial  publ ished by 
the party's paper I I  Popo l o  o n  M ay 2 1 ,  Piccoli  belied 
the " a n ticommunist" p ro fi le  that the maj o r  foreign an d 
most of the I ta l ian press have been giving the general 
e lecti o n s .  "The real q uesti o n , "  said the DC leader, "is 
not  whether Berl i n gu er wil l  enter the government or  
not .  The real  i ssue is  the r isk that the o ffen si ve by the 
ar med [terrorist] party an d radical  anarch ism" could 
destroy the very basis  o f  the I ta l ian state. 

At  the level of the j u diciary , the a ntiterrorist effort 
i s  bei n g  efficiently and successful ly  co nducted by 
Carabin ieri General Car lo  A l berto Dal la Chiesa (asso
ci ated with DC circles) and J udge Cal ogero, (associ ated 
with the PC I ) .  The police/ju dicial  antiterrorist d ri ve 
h as prod uced doze ns o f  a rrests o f  k ey terrorists,  with 
the b iggest catch being a " fo rmer" PSI  mem ber and 
p o l it ical  science professor at the U ni versity o f  Padua,  
A ntonio Negri . Particularly dam aging to the DC in the 
Neg ri case is the fact that throughout his career, Negri 
has been the protege o f  a pro m inent PSI Central 
C o m m i ttee mem ber, N o rberto Bobbio . N egri i s  accused 
of h av i ng di rectly helped m asterm i nd an d execute the 
k id n appi ng and m urder last year of former Pri m e  
M i nister A ldo M or o .  

Through a broadly  targeted campaig n  u s i n g  televi 
s io n ,  radio,  an d the press, the 'European Labor Party 
h as been a key factor i n  the l i n k i n g  o f  Craxi and 
company to the I ta l i a n  terrorists .  The ELP campaign 
has forced the issue into the open: there i s  barely a 
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press conference or  party event where Craxi is not 
called upon to answer the ELP charges. "If I were to 

" believe what is said in the piazzas about me," Craxi 
blurted at his M ay 23 appearance before foreign 
journalists-i n answer to a question on his party's 
election day prospects-" I would lose the elections . . . .  
The public is  saying that I am a friend of the terrorists . "  
The night befo re, ELP leader Fiorella Operto had 
declared on nationwide television that "the ELP 
supports the antiterror operations conducted by Gen
eral Dalla Chiesa and the magistrates . A party such as 
the PSI which is  p lacing all  sorts of obstacles in  the 
way of their job is not qualified to be in the Italian 
parliament. . . .  We call on Craxi to answer clearly 
whether he supports Dalla Chiesa or not. . . .  The 
presence of the PSI in any post-election government is 

" a threat to the state, and the issue must be discussed." 
Operto's statement was reported in full by the national 
daily II Tempo, a paper associated with the DC 
tendency headed by Prime M inister Andreotti . 

A lso being drawn into the scandal surrounding the 
terrorist fights are DC circles associated with I taly's 
H apsburg-allied "black n obility" famil ies . The leading 
casualty here m ay be former Prime Minister Amintore 
Fanfani, whose career has been based on his association 
with the Pallavicini family.  

A proposal by Fanfani that the new government by 
a DC-PSI government with Craxi as Premier has 

r 

backfired� making Fanfani and Craxi the target of  
enraged attacks by both DCers and" the  Communists . 
In  an interview in the weekly L 'Expresso, Andreotti's 
cabinet secretary Franco Evangel isti commented ,  
"Craxi in the place " of Andreotti? I cannot even begin 
to imagine it. . . .  Fanfani has committed another one of 
his mistakes: it does not make sense to ask for more 
votes and then to say that the DC is will ing to hilOd the 
Premiership to the Socialists . . . .  Fanfani has confused 
his role as president of the Senate with that of president 
of the Republic." 

The Communist paper Vnita has run articles 
detailing the " lies of Fanfani ," while Pease Sera, a 
Comm unist-oriented p aper, ran a more pointed front 
page cartoon showing a p uffing Fanfani running down 
a road with the sign " London 2536 kilometers. "  

And the party originally responsible for exposing . 
the PSI 's  l inks to terrorism ,  and to British intelligence, 
the European Labor Party , intends to become the new 
"swing" party ,  replacing the flagging PSI as the 
intermediary force between the DC and the Pel .  With 
such a combination, the DC forces around Andreotti 
and the PCI grouping of Berlinguer will be able to 
form a stab le ruling majority for development and 
progress . 

-R.D. Cedeno 

ELP knocking out Social ists 

The European Labor Party's role has become a 
defining featl,lre of the I talian national parliamentary 
elections J une 3 and 4 .  The key issue is terrorism ,  
a n d  the E L P  i n  I taly i s  known a l l  over Europe for 
exposing the BritisQ and I sraeli intelligence networks 
behind the "Red Brigades" assassination of former 
Italian Prime Minister Aldo M oro . 

As a result, iUs widely expected that this year's 
Italian elections w"i I I' witness the political death of 
the Ital ian Socialist" Party (PSI ) ,  which the Labor 
Party has identified as the party s upporting terrorism 
in I taly .  I t  is also expected that the European Labor 
Party will  replace the PSI as the third major party in 
I taly, electing severa l  candidates to the parliament. 

I t  is ELP candidates who have gone on television 
to implicate PSI leaders, including party secretary
general Bettino Craxi , in the activities of j ailed 
"intel lectual" Antonio Negri, whom police are 
holding as one of the m asterminds of the Aldo Moro 
assassination.  

Last year the ELP published a I OO-page pam phlet 
titled "Who Killed Aldo Moro,"  exhaustively docu-

menting the connections of Italy's royal House of 
Savoy and other " black aristocrats" to British 
intell igence projects incl uding Red Brigades terror
"ism and the "Autonomy" leftists who support it . 
The complicity o f  U . S .  Carter Administration 
officials, including Am bassador to I taly Richard 
Gardner, was also documented . Recently , the ELP 
publ ished a "second volume" of the Moro dossier, 
documenting the scope of Negri's national and 
international connections as identical with the 
British-controlled "terrorist international ." 

As the arrest of Negri and 22 others shows, 
I talian government officials and security pol ice are 
acting on leads the ELP has provided . ELP charts of 
who is behind terrorism are so well known that they 
are even seen painted on the walls of vacant 
buildings in I talian cities . 

Leading the ELP electoral list is Marco Fanini, 
ELP candidate from Ascoli-Piceno in the Marches 
district southeast of Rome. 
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5 .  Swede n :  swan song for Socia l i sts 
Th ings are changing in Sweden . A cameo appearance ' 
in the pornographic " I  Am Curious" movies did not 
prevent Social Democrat Olof Palme from becoming 
Prime M inister several years later. But now, Palme's 
opportun istic attempt to capitalize on the environmen-

, talist Three Mile Island hysteria may have irretrievably 
spoiled his comeback bid in Sweden's upcoming 
nationwide elections, three years after he became the 
first leader of his  Social Democratic Workers Party 
(SAP) to lose a Swedish national election since before 
World War I I .  • 

Although Sweden does not go to the polls until  
September, the Palme debacle i s  having a more 
immediate political  impact througho ut Europe. Palme 
is a close Second International al ly of West Germany's 
Willy Brandt, who is leading his party's European 
Parliament campaign on an environmentalist platform 
similar to Palme's .  Brandt is  under heavy fire from the 
European Labor Party for his environmentalist stance, 
and it is  the ELP too which is leading the revolt against 
Palme's antinuclear program in  Sweden. And the ELP 
is making heavy use of Palme's embarrassment in  the 
continental European campaigns-where the impact of 
the ELP campaign will be closely compared with 
Second International balloting totals-and in the 
United States as wel l .  

' 

Pal me's debacle 
For months prior to the Th ree M ile I sland incident, the 
proprogress leadership in the S�edis'h union movement 
had been working with the European Labor Party
initiated Association for N uclear Energy . During that 
period, Palme's SA P was maintaining a nominal 
position in favor of n uclear fission power in the face of  
a governmental policy hostile to  industrial  high-tech
nology growth . When Palme took the cue of the 
Schlesinger-managed sabotage at Three MiI� I sland to 
turn against nuclear power, union leaders turned to the 
Labor Party's John' Hardwick. 

Beginning Apri l  1 5 , union leaders began circulating 
a petition in favor of n uclear energy . The initiators 
were Eric Lindstedt, an ombudsman of M etal Workers ' 
local 63 in the Stockholm suburb of Borlaenge, and 

Leif Norl in ,  chairman of Metal Workers local 234 in 
the southern Swedish town of  Tomelil le .  Both are on 
the board of directors of the Association for N uclear 
Energy . After working out the petition with H ardwick, 
they circulated i t  particularly among their fellow metal 
workers, who comprise the m ajor base for Palme's 
SAP. 

By the t ime the petition was m ade public on May 
1 7, it had over 20 names of union leaders, ranging 
from the town of Umea in the north to Simrishamn in 
the south . The peition circulated rapidly.  One local 
leader reported that he had gotten 30 signatures so 
quickly that he needed more petitions .  

The petition ,  demanding that the labor movement's 
national political leadership "stop its orientation 
toward zero growth and low energy, and put cheap 

, nuclear energy before the diffuse, expensive ; renewable 
energy forms," has produced political shockwaves, 
becoming front-page news in the press within 24 hours 
of its circulation . "Revolt Against the Party Within the 
Trade Unions," said the conservative Svenska Dag
bladet, the morning paper with the second largest 
circulation in the country . "Top Men Within the LO 
[the national trade union federation]Against Palme," 
said the headline of Expresses, the liberal evening paper 
with the largest circulation.  Even the Social Democratic 
paper Aftonbladet, Palme's mouthpiece, ran the head
line: "Metal Trade Union Leaders Attack Palme." 

The act ion o f  the Swedis h  unions ,  taken i n  
coordination with the Swedish coll�borator organiza
tion of U .S .  Labor Party chairman ,  Lyndon H .  
LaRouche, Jr . ,  has chal lenged th e  rules o f  Swedish 
politics-where the SPD controls the entire trade union 
movement-in m uch the same way that a public split 
out of  the Democratic Party for LaRouche would 
shake up the U .S .  political map.  , 

Palme responds 
At a M ay 1 8  press conference, Palme responded by 
accusing the unionists of  carrying out an "impertinent 
political hoax," and charged that "'the European Labor 
Party i s  behi nd i t ."  "This CIA otganization," Palme 
complai ned, "has been after me for several years"-
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referring to the E L P's  oppos i t ion to h i s  former 
government's policies of austerity and genocide in  the 
Thi rd World. 

The next day, every national radio network and 
television in the country covered the response of  John 
Hardwick, a Labor Party official and head of the 
Association for N uclear Energy . " Palme has nothing 
behind h im,"  Hardwick said .  "The European Labor 
Party i s  working to counter the witch hunt against 
supporters of nuclear  energy . "  

On M a y  2 1 ,  E L P  chai rman Kerstin Tegin charged 
Palme with political harassment of the Labor Party and 
the 25 labor leaders who signed the statement. Tegin 
l inked the statement to the fight to inaugurate "Phase 
Two" of the European M onetary System, and declared 
that it was vital that U .S .  Labor Party chairman 
Lyndon "H . La Rouche win  ' h i s  b id for the U . S :  
Presidency . Tegin 's  statements too were carried widely 
in the press .  

Canute-l ike, Palme has  spared no effort to  halt the 

Statement of Swed ish u n ion ists for A-power 

Following is the petition issued by Swedish unionists 
in support of nuclear power. 

. , 

Beca use of low energy costs a s  the bas is  for massive 
ind ustria l ization,  Sweden, o n ly a few decades ago,  was 
a ble to take the step from the poor and u n j u st "stata r" 
society to a modern a n d  adva nced i n d u str ia l  n ation .  

For u s  trade un ion  representatives, a return t o  the 
s lave economy of the low-energy society i s  completely 
out of the question .  I n stead, we see it as  our task to 
work fo r p rog ress i n  i n d u stry, techno logy, sc ience a n d  
society. I n  t h i s  w a y  w e  n o t  o n l y  create t h e  con d it ions for 
a r icher l ife for Swedish  workers, but we deve lop the 
necessa ry resou rces for u s  to be a bl e  to contri bute to 
the i ndustria l ization of the develop i n g  cou ntries. Th i s  i s  
necessa ry t o  e l imi nate starvation  a n d  poverty a n d  to 
secu re a peacefu l  deve lopment on ea rth . 

We see the deve lopment of n u clear  energy a s  a 
decisive factor for c reati ng this  development. N uc lea r 
power is the energy sou rce which h a s  the f u l l  capacity 
to meet the i ncrea s ing demands for a n  a b u n d a nce of 
cheap, c lean a n d  secu re energy for soc ia l  a n d  i n du stria l  
development. 

Thro u g h  the new reactor types which a re developed, 
th is  energy sou rce can meet many d ifferent needs a n d  

prod uce g reat a mou nts o f  energy f o r  h u nd reds o f  yea rs 
i nto the future. Nuclea r e nergy i s  a dense, concentrated 
energy sou rce. This  mea ns that contra ry to the diffuse, 
so-ca l led renewable  energy forms, it wil l a lways remain  
chea p .  

T h e  Ha rrisbu rg accident does not inf l uence o u r  
judg ment that nuc lea r  energy is  a safe energy sou rce. 
On the contra ry, when the hysteria fomented by the 
media  now has ca l med down, one i r refuta ble fact is  
c lear :  no  one was i n j u red by the much spoken-about 
accident . •  

T h e  h i g h l y  a d va n c e d  n u c l e a r  tec h n o l o g y  i n  
Sweden-almost u n ique i n  the world-and o u r  g reat 
uran ium resou rces make n uclea r power even more 
important for o u r  n ation's development. A commitment 
for export of turn"-key reacto rs, n uc lear tech nology, and 
know-how, together with en riched u rani u m  fuel would  
no dou bt cause a massive upswi ng a n d  create va l uable 
and much-needed resou rces for society as  a whole. 
Ma ny tens  of thousa nds of new industria l  jobs would 
thereby be created . 

For th is  reason we see with deep conce rn the "l S0-
deg ree turn  on the energy issue by the Soc ia l  Democrat
ic leadersh i p  a n d  the increasi ng ly  l6ud ta l k  a bout zero
g rowth a n d  d iffuse so-ca l l ed renewa ble energy forms. 
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tide of union ·sentiment against h im .  He  has sent the 
national head of the Metalworkers union,  Bert Lundin , 
to press ure severa l of  the i n i t ia l  s igners of  the 
pron uclear resol ution to dissociate themselves from it .  
And he has fol lowed his  cry that the " ELP is C IA"  
with the claim that the  labor leaders signing the 
resolution were unaware that their names were on it .  

But twist and turn as he may, Pal me's control of  the 
labor base of his party is  i rrevocably shattered . After 
publ ication of the resolution on May 1 7 , three national 

This new l i ne i s  i n  obvious opposition to the tradit ion-
. a l  pol icy of g rowth, i n d u stria l  prog ress a nd n uclea r 

energy, which we have '  a l ways fou g ht for .  A pol icy 
which so clea rly opens the door for economic stag n ation 
and a retu rn  to zero-g rowth a nd low-energy, must be 
condem ned as  d a ngerous  fo r the nation arid the work
ers. 

No other cou ntry i n  E u rope has reacted so hysteri
cally to the Harri sburg a ccidel'lt as  Sweden has done.  
Cou ntries l i ke France and the whole East b loc have 
i n stead esca lated their  nuc lear  programs f u rther d u ring 
the last weeks.  I f  Sweden conti nues i ts  d a n g erous pol icy, 
we wi l l  be d riven i nto forced isolation from the rest of 
the wo r ld .  We wil l  not be ab le  to take part in the g reat 
effort Qf conti nenta l  E u rope to industria l i ze the devel 
oping cou ntries i n  the 1 980s a n d  1 990s. 

With sta g nation and h i g her energy pr ices, we wi l l  
b e  deprived o f  o u r  export ma rkets . Th is  wi l l  lead to 
wage reductions,  unemployment a n d  lower sta n d a rds 
of l i vi n g  for Swed ish workers. 

We therefore u rge the pa rty leaders h i p :  
• t o  stop its o rientation  towa rd zero-g rowth a n d  

low-energy and p u t  c hea p n uclear energy befo re the 
diffu se, expensive, renewa ble energy forms; 

• to open
'
ly d ista nce themselves from al l  i nvitations  

to  col l a borate f rom the g reatest enemy of p rog ress i n  
Sweden, the Center Pa rty; 

• to sta rt a nationwide i nformation  campaig n o n  
the g reat poss ib i l ities o f  nuc lear  energy. 

trade union leaders h ave come forward to support its 
contents. These are the national chairmen of the 
Woodworkers Union and the Mineworkers Union, and 
Hans �ricsson,  head of the Swedish Transport Workers 
Union . 

The furor in Sweden has also attracted international 
attention .  Germany's Frankfurter Al lgemeine Zeitung 
and the Agence France Presse news service h ave asked 
for interviews with European Labor Party spokesmen 
on the fight for nuclear power in Sweden . 

-Paul Arnest 

Leif Norl i n ,  Chairman,  Meta lworkers loca l  234, Tome-
I i l l a  

E r i k  Lindstedt, Ombudsman,  Meta l loc a l  6 3 ,  Bor laenge 
Ivan Gudasic,  C h a i rma n Meta l local  1 64, Trosa 

Algot Ha nsson, Respons ib le  for Worker Secu rity, Na
tio n a l  M u n ic ipa l  Workers U n ion  

Henry Sundbaeck, Chai rman Meta l loca l  9,  County of  
Vaerm l a n d  

Istvan Kora n ,  C h a i r m a n ,  Meta l local 1 60, Storebro 
Knut Maartensen, Constructio n  Workers loca l  1 9, 

Skel lefteaa 
Sigu rd Edstroem,  Factory Counc i l  Cha i rm a n  at IMO

I n d u stries, Stockholm 
Werner Iversen,  Chairman,  Factory Cou nc i l ,  Sta l lava l ,  

ludvi ka 
Kalle Andersson,  Chairm a n ,  Factory Counc i l ,  ASEA, 

Vaesteraas 
Sture Dryler,  Ombudsman, Meta l loca l 2 30, U meaa 
Ken neth Krantz,  Ombudsm a n ,  Meta l loca l  3 1 ,  Hel

s ingbo rg 

Aa ke Pam p, Chairman,  Factory Counci l ,  He ls ing borg 
Sh ipyard 

Goesta Grena nder, Chai rman,  Meta l loca l  1 5, S im ris
h a m n  
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The fastest growing country in Europe-measured by 
rates of economic expansion-is not West Germany, 
not France, and certainly not Great Britain . I t  is 
Ireland .  More astounding is the fact that this tiny 
country-which until 25 years ago was almost exclu
sively a nation of  smal l  farm holdings dedicated to the 
export of foodstuffs, l ivestock and other agricultural 
products-should now top the Organization of Eco
nomic Cooperation  and Development (OECD) league 
(except for Japan)  in average yearly growth o f  
manufacturing output and surpass every other indus
trialized country in 1 978 rates of manufacturing output, 
capital investment and GNP. 

Of greater significance, the population . of Ireland is  
rising for the first time since the Great Famine.  The 
1 50-year-old  hemorrhage o f  forced emigration which 
has drained the country of  its m ost valuable resource
its labor power-is being halted as more and m ore 
high-technology jobs are created every year .  According 
to spokesmen for the Industrial Development A uthor
ity-the agency respon sible for promoting and attract
ing industrial investment-another remarkable devel
opment is  occurring: at current growth rates, the I rish 
standard of  l iving, based on production per capita, wil l  
surpass that of once mighty Britain by 1 980. Yet the 
birth of I reland as an industrial nation dates from only 
the I 950s,  whil� Britain 's  much-vaunted "Industria l  
Revolution" took place 200 years ago ! 

A recent OECD survey, commenting on Ireland's 
extraordinary economic performance, concluded that 
"the growth of  output has been one of the fastest in  the 
OECD area with the major stimulus coming from 
bouyant exports and fixed investment ."  Thi s  i s  an  
absolutely accurate assessment. H owever, . while the 
OECD report and other equally influential economic 
publications have detailed the statistical correlatives o f  
I reland's  economic success,  none have identified the 

"theory" which has m ade such a remarkable transfor
mation possible. 

I t  is  in  m any ways fitting that Ireland is now the 
most  profitable l ocatiori  on earth for A merican 
industrial capital, and that the rate of u.s. manufac
turing investment in Ireland has expanded faster than 
that of any other country in the world .  U .S .  companies · 
now account for nearly half of  al l  overseas investment 
in  the Emerald Is le; s ince 1 970, four times as much 
industrial investment has been committed by American 
corporations than in the preceding 20 years, expanding 
at a rate of 1 86 percent in the last five years alone. 

The reaso n  that industrial  investment from u.s. 
Fortune 500 companies and also from Japan, Germany 
and I reland's other Common M arket partners is  
doubling every four years-contributing to the phe
nomenal rise in  export-led growth-is at least in part 
due to the unique program of tax incentives, develop
ment subsidies and cash grants of every sort which the 
government has introduced especially to attract over
seas investment .  But when the corporate vice president 
of a u.s. m anufacturing firm such as G .E . ,  Westing
house, Emerson Electric or  Burl ington Industries looks 
at the investment climate in  Ireland ,  he is not only 
attracted by .the tax "holidays ,"  the surplus of ski l led 
labor, the highly modern and efficient industrial plant 
capacity, which has benefited from the most important 
technological innovations of the last decade; he is also 
struck by the uncompromising commitment to indus
trial development, the overriding priority given to 
fostering scientific and technological progress, and the 
unswerving dedication to nation-building demonstrated 
by almost every representative of the Irish government 
whom he has occasion to meet . 

This  is part icular ly true of the el ite core of 
protechnology jntel lectuals represented by the Industri
al Development Authority ( l DAf whose agents in 
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North America have been the driving force behind 
efforts to  shape and carry. out  the nation-building 
policies of the Irish government; This is no less true of  
the Irish Export Board . I n  addition to promoting Irish 
exports abroad,  it provides consulting services to Third 
World countries in export development based on the 
technique that contributed to I reland' s  own transition
in less than 20 years--:froin' a rural to an industrial 
economy. 

The ' method' beh i nd I reland's boom 
Although historians and economic analysts insist there 
is no particular "method" underlying Ireland's  rapid 
economic progress, the commitment to certain key 
principles of scientific-technological growth, particu
larly the cultivation of capital-intensive advances in  the 

• productive powers of labor in industry and agriculture 
as the determining factors in creating national wealth ,  
are immediately recognizable i n  knowledgeable Amer
ican circles as the same theoretical conceptions upon 
which the U nited States was founded and became a 
prosperous industrial republic. 

Ironically, one of the most ardent supporters of the 
Hamiltonian economic · pol icies which became known 
as the "American System" (to distinguish such policies 
from the "British System" of free trade and economic . 
warfare) was an I rish patriot, Mathew Carey. Carey 
had been kicked out of I reland by the Tories for 
"defaming the British" when he resurrected Jonathan 
Swift's Modest Proposal for the Universal Use of Irish 
Manufactures. He made his way to France, where he 
met General Lafayette, returned briefly to I reland, ana 
then emigrated to the U .S . , where he became an 
important collaboJator of  Benjamin Franklin and a 

. champion of  Alexander Hamilton's  "dirigist'" policies 

for fostering technological progress and prosperity as 
a matter of n ational priorities, as opposed · to the 
" laissez-faire" model, popularized by Adam Smith, of  
letting trade and the  economy "regulate themselves. " 

Carey's  addresses to the Philadelphia Society for 
the Promotion o f  National Industry, del ivered in 1 8 1 9 , 
were a direct refutation of  the British-authored "free 
trade" theories whose �im was to subvert the develop
ment of the U nited States as an industrial nation. His  
campaign-waged through publications, meetings and 
speeches-for a continued commitment to Hamiltonian 
economic policy helped to consolidate the gains of the 
A merican Revolution. Contemporary opinion placed ' 

this Irish-born patriot second only to H amilton as a 
leading protagonist of the "American System ."  The 
same policies, argued by M athew Carey's  son Henry 
Carey later helped to shape the economic policies 
pursued by the Federalist-Whig forces during Abraham 
Lincoln's presidency .  

Carey's  ideas came ful l  circle when they were 
exported back to his n ative country through the works 
of  German economist Friedrich List. List was intro
duced to Carey ' s  Phi ladelphia circle by General 
Lafayette in  1 824. H e  incorporated the theories of 
Carey and other H amiltonian political economists into 
his own ground-breaki ng works which played a crucial 
role in  the formation of  the German Customs U nion 
(Zollverein) and later laid the basis for the German 
industrial revolution.  

List's ideas o n  the necessity for an emerging nation
state to develop a manufactu(ing economy as quickly 
as possible, behind tariff walls i f  necessary, formed the 
core conception advanced by republican "Sinn Fein" 
leader Arthur Griffith, who played an important role in 
the Easter Rising of  1 9 1 6  and who is  considered one of 
the founders of the Irish Free State . 

May 28-June 4, 1 979 EXEC UTIVE I NTELL IGENCE REVIEW Economic Survey 33 



1 0 
9 
8 
7 

6 

Ma nufactur ing output 
( percent increase, 1 967- 1 977 average) 

4.7 

3.6 
3 .2 

i-
.� � < 
c 
. E 
Q. 
0 

1 0 
;; 
'C 
'§ ] .  
11-
] 

c 
. 
� 0 
� 
� 
� 
'E 
g .§ 

EMS membershi p  not real ly  a su rprise 
I t  was the List-Carey tradition that largely dQtermined 
the course of economic development in the Irish 
Republic and ultimately influenced its decis ion to join 
the European M onetary System in  December ' 1 978 .  
Since I reland had been implementing the dirigist 
theories that lay behind the conception of the EMS 
from at  least the 1930s, I rish officials could not 

�t understand the surprise in  certain European cireles 
when they i ndicated I reland's  com mitment to the EMS 
idea . The institutional ization of East-West and North
South economic and political cooperation, in such a 
way as to launch a ' global economic boom thtlOugh the 
issuance of long-term credit for industrial-technologic�l 
development, was the obvious international framework 
to maximize I reland's  long-time political goals of 
ending its financial dependence on Great Britain and 
contributing to the fostering of an enhanced climate 
for trade and industrial investment worldwide. 

As I rish Prime Min ister Jack Lynch put the matter: 
"We believe in the objectives of the system,  which is 
the bas is  of  a broadly based strategy a imed at 
improving the prospects of economic development. . . .  
We bel ieve in the desirabil ity of creating a zone of 
monetary stabil ity.  This, by enhancing the prospects 
for trade and investment, wi l l ,  in the ultimate, improve 
conditions in Ireland and make it  easier to attain the 
govern ment's a im of faster economic growth , lower 
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Because of its own unique development experience, 
I reland is  wel l situated to play a leading role in carrying 
out the mandate of E M S  co-founders West German 
Chancellor Schmidt and French President Giscard, 
whether thi s means putting additional muscle behind 
the original ideas, actualizing EMS pqlicies in  the 
Third World through the example of its own growth 
experience or, m ost importantly, incorporating the 
United States into what has been termed the "seed 
crysta l"  of a new world monetary system . 

Ireland is a lready functioning as the primary l ink 
between America and Europe not only because of  i ts  
membership in  the EMS and the European Economic 

' Community as well  as its historical and economic ties 
to the U .S . ,  but because the constant flow of ideas on 
the highest conceptual level between I reland, America 
and Europe played such a crucial role in shaping its 
own development as an industrial natipn .  Now is  the 
time to extend these ideas beyond the borders of the 
Emerald Isle .  

T hree-year plan a i m s  at 
20 percent g rowth 
In January of this year, the most ambitious blueprint in 
the history of the I rish state was launched . As outli ned 
in the Government White Paper, Programme for 
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National Development, 1 979-8 1 ,  the three-year plan calls 
for a real growth of 6.5 percent in 1 979, which would 
make I reland the fastest growing country in  Western 
Europe for the third year in  a row .  To achieve this aim , 
the program cal ls  for a more than 1 0  percent h ike i n  
manufactured exports, a phasing out of  the budget 
deficit and a reduction in the inflation rate from 8 
percent to 5 percent by the end of 1 979. Growth in  
national output over the  three-year period to  1 98 1  i s  
slated a t  20 percent. . 

. 

The boldest element of the I rish development plan 
is the total el imination of unemployment by 1 983 .  
Permanently halting the outflow of  I reland's  most 
important resource-labor power-wi ll  require, at 
minimum, the creation of 25 ,000 to 30,000 new j obs per 
year by the government's own estimates . Between 1 973 
and 1 976, 1 7 ,000 new jobs outside the agricultural 
sector were created, barely reaching the break-even 
point .  If the national target of ful l  employment is  to be 
achieved and maintained, the industrial sector wi l l  need 
to almost double its work force over the next decade, 
according to the I DA's projections .  

Another oil  cris is  or a major downturn in  world 
trade could set back the country's goal by several years 
(as it did in 1 973-74), or permanently. For this reason, 
the Irish government is quietly proceeding with plans 
to set up its own state-run oil  company which would 
negotiate directly with producer companies on a 
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bilateral basis ,  bypass ing the British-controlled oi l  
companies that the Irish government itself has charged 
with "blackmai l . "  Reported ly, the Soviet Union has 
already offered to build oil refineries in the Republic, 
fi nanced with interest-free loans .  In addition ,  the I-rish 
government has decided to go ahead with the, construc
tion of its first nuclear plant, at Carnsore Point  on the 
southeast coast, despite the propaganda fallout from 
the Th ree M i le I sland incident at Harrisburg, Pa. and ,: 
the i ncreas ingly vocal p rotests of I re land ' s  own 
eiwironmentalist lobby. 

Foreign investment booms 
Meanwhile, the  immediate target of the  Industrial 
Development Authority is to create the conditions for 
an increase in the. manufacturing workforce by at least 
45 p,ercent over the next three years . This means the 
I DA will need to complete negotiations for new 
PH>jects with the potential to create over 1 00,000 jobs 
at · full capacity . The required increase in  the industrial 
labor force will demand actual  i nvestment of about 
$2.4 bi l l ion in  man ufacturing plants and equipment .  
M uch o f  th is  wi l l  have to come from overseas 
corporations setting up new plants in  the RepubliG or 
expanding already existing operations.  

. 

The I DA,  these days the smoothest and best-funded 
agency in Europe for attracting foreign investment, 
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held a press conference in N ew' York Feb. 5 to outline 
an innovative new tax program which is expected to be 
a crucial element in  Ireland's  strategy to draw in capital 
investment from abroad .  Speaking to a group of U .S .  
business leaders, Jerry Kelly, Director o f  Corporate 
Planning for the IDA' s  headquarters in Dubl i n ,  
announced that the new tax program,  which becomes 
effective in January 1 98 1 ,  wil l  "effectively represent a 
zero tax burden for growth-oriented companies ."  . The new program reduces the corporate tax rate for 
all overseas manufacturing firms investing i n  Ireland, 
and does not supersede the system of "tax holidays" 
currently in effect . U nder thi s  plan, companies that · 
expand and create jobs are entitled to complete freedom 
on export profits until  Apri l  1 990. "Companies which 
agree to establish manufacturing plants in  Ireland 
before the end of 1 980 will stil l  qualify for the · 100 
percent tax break ," said Kel ly ,  and companies that 
reach their 20-year l imit on export sales relief wil l  
qualify for the 10  percent rate, or, if  they chose, may 
opt to change over to the new program at an earlier 
date. Kelly added that the new measures "highlight, the · 
Irish government's commitment . . .  to enhancing the 
investment climate. It i s  a restatement of our dedication 
to growth in  the economy through the private sector ."  

Attracted by an economic cl imate favorable to  
growth and expansion , more than 700 new manufac
turing operations owned by companies abroad have 
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begun production .in the Republic since the government · 
first launched its program for export-led growth in the 
late 1 950s . Almost half of these were . from the U .S . ,  
with the  bu lk  of the  rest coming from Germany, Japan, - "  
Britain and a growing number from France, Canada, 
Austral ia,  Sweden ,  Belgiulll and the Scandinavian 

- coun tr ies .  
In  1 977 . n ine l1ew companies with a combined capital 

investment of almost $ 1 2  mil l ion came from Germany; 
Nixdorf Computer, one of the biggest German firms in 
I reland ,  is currently building a new $8.5 mil l ion 
electronics plant near Dublin .  

. 

Japanese electronics,  texti le and computer software 
firms, set up with the aid of the I DA ,  have contributed 
to the pattern of industrial "enclaves" which now dot 
the I rish landscape . One of the largest plants in Ireland 
is the $ 1 00 mil l ion Asahi acryl ic fiber and spinning 
complex at Kil lala on the west 'coast, opened fn May 
1 978 .  It  is  the Japanese corporation's  biggest factory 
anywhere. Nippon Electric, the Japanese electronics 
fi rm producing memory and logic integrated circuits ,  
was the first major semicond uctor manufacturer to be 
established in Ireland .  

However, the  mainstay of neW investment from 
abroad contin ues to be the Un ited States. American 
manufacturers have invested over $2 . 5 ' bi l l ion in 
Ireland , creating more than 50,000 new jobs in the 
process . During 1 977 alone, 36 U .S . -owned projects, 
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I reland:  window on the Th i rd World 

On June I ,  Ireland takes over the chair of the EEC 
Council of Ministers from France. A s  President of 
the Council of Ministers, Irish Foreign Secretary 
Michael O 'Kennedy will preside over the review in 
September of the first six months of the EMS. 

Recent remarks by Foreign Minister O 'Kennedy 
may provide some - clue as to the direction EEC policy 
will take under Irish leadership. 

I 
To the Irish State Agencies Development Cooperatlon 
Organization ( D EVCO ), Feb. 1978: "We perhaps, 
more than any other developed country, are seen by 
many in the Third World as being in a position to 
respond sensitively and effectively to their needs and 
to act as a bridge between the developed and 
developing world.  Our past, therefore, has placed us 
in wh at I bel ieve is a particularly privileged position, 
but this position also brings with it a responsibility 
and an obligation to use our commitment and o ur 
capaci ty in the most effective way. I believe

.
we are 

representing a total fixed investment of approximately 
$20.0 mil l ion,  concluded negotiations with the IDA. 
Among these: 

• Burlington Industries, the world's largest texti le 
company, announced it wil l  bui ld two new p lants in the 
I rish M idlands and wil l  expand its two existing plants 
to form an integrated texti le complex serving the 
European market .  Additional investment is s lated to 
reach al most $ 1 00 mil l ion .  

• Digital  Equ ipment  Corporat ion ,  one  o f  the 
world's foremost manufacturers of mini-computers, 
unveiled plans to establish a second m ulti-mil l ion 
pound facility in Ireland.  The company's 8-year-old  
plant a t  Galway already employs more than 1 ,000 
workers. Output has doubled each year s ince 1 97 1 ;  the 
faci lity now suppl ies more than 75 percent of DEC's 
exports ' to  Europe. 

Last year, investment commitments from U .S .  firms 
were double the 1 977 figure at $400 mil l ion . Figures 
compi led by the U .S .  Department of Commerce showed 
why: the return on investment for U .S .  industry in 
Ireland from 1 974- 1 977 averaged 28 .� percent-the 
highest in the world . 

Among the firms annoul)cing plans for new or 
expanded Irish operations in 1 978 -were Polaroid ,  Ford, 
Westinghouse, Squibb, B . F.  Goodrich , Data Terminal 
System, Abbott Laboratories, and Emerson Electric. In 
terms of the number of jobs it  wi l l  generate, the 

Hving up to this responsibi lity and this obligation.  
And the fact that we are doing so,  in  large part 
through our personal commitment to the developing 
countries, means that this contribution is achieved in 
a particularly m eaningful and effective way . 

To a seminar on the Lome Convention, Nov. 1978: 
I reland's own history and fairly intensive develop
ment experience over the past few decades has given 
us, we believe, a rather special window on the 
problems which have to be surmounted in building 
an intensive national technique for development in 
a newly independent state. While these problems 
vary considerably i n  different countries and conti
nents , we believe nonetheless that our experience 
m ay have relevance out of proportion to our small  
s ize . . . .  Since I reland's industrial development is of 
comparatively recent origin we feel that we under
stand some of the problems that m ay be encountered 
by developing countries . . . .  

Polaroid Corporation's proposed new plant i n  County 
Kildare will be the largest American venture ever 
undertaken in Ireland. The company's new facility wi l l  
employ over 1 ,500 people when it  is  ful ly operational . -

In the first few months of 1 979, the Industrial 
Development Authority has already announced two 
major "coups":  

• With a capital investment of - over $ 1 2 mi l l ion,  
Documation,  Inc .  of Florida wi l l  establish a new plant 
in Dublin to produce a sophisticated range of high
speed line printers for the computer industry. The 
model which the company will produce at its Dublin 
plant i s  the world's fastest impact l ine printer; exports 
will go primarily to Europe. 

• One of the most technologically-advanced mi
croelectronics manufacturers in  the world, Mostek of 
Houston ,  Texas, wil l  locate an $85  m il l ion microchip 
manufacturing plant in  Ireland, despite the hefty 
incentives offered by the British government to snatch 
the almost completed deal out of Ireland's  hands. 
Mostek wil l  set up a training center to test integrated 
circuits and conduct research on its state-of-the-art 
computer technologies . 

According to Barney U sher, di rector of technology 
programs for I DA Ireland in New York, "The Republic 
is fast becoming a major base for high-technology 
manufacturing in the European Economic Commu
nity . "  The new, foreign-owned enterprises-which 

May 28-J une 4, 1 979 EXECUTIVE I NTE LL IGENCE REVIEW Economic S u rvey 37 



Overseas i nvest m e n t  I n  I rel a n d  
( 1 960- 1 977)  

New overseas i n vest ment 
a pproved by sector 

( 1 977)  
\ 

Food and tobacco 
2 %  

S o u r c t' :  A n n u a l  Report ,  I n d u s t r i a l  Development Author i ty ,  I r el a n d ,  1 977 .  

acco u n t  fo r m o re t h a n  h a l f  of I re l a n d ' s  e x p o r t  
earnings-have a l s o  provided m uch o f  t h e  capital  for 
expa n d i n g  I ri s h  i n d u st r y  a n d  co n t ri b u te d  t o  t h e  
ach ievement o f  nat ional  growth targets by i n fusing new 

. sk i l l s  i n to the Ir i sh  labor force . The training l a b  being 
set up by M o stek ,  for example ,  wi l l  p rovide graduates 
and technicians fo r other fo reign microelectronics 
com pan ies which I reland hopes to attract , as wel l as 
making avai lable research faci l i ties for the country's 
rapi dly  expanding tech nol ogical base. 

In addit ion to providing non-repayable cash subsi
dies ranging from 35-50 percent on capital  i m p rove
ments,  the Dubl in  government genero usly s ubsidizes 
the cost of  research and development as one of the core 
comp onents of  its fi n ancial  incentive p rogram . M atch
ing grants are o ften p rov ided to defray the cost of in
ho use R&D progra m s ,  and the I DA has its own 
research park where companies can set u p  their  own 
faci l i t ies, i n  most cases,  free o f  charge. I t  is  a lso not 
unusual  fo r the I rish govern ment to pick up the tab for 
tra in ing employees in new industries, si nce this  means 
increasing the ski l l  levels and the productive potentia l  
of the country 's  i ndustrial  workfo rce a n d  provid ing the 
basis  for fu rther growth .  

The idea  that  ex po nential  leaps in the productive 
powers o f  labor a re req u i red to bu i ld  a nation and that 
this in t u rn requi res and depends upon a thrivi ng 

Source :  A n n u a l  Report ,  I n d ustr ia l  Development Author ity,  I r e l a n d ,  1 977.  

i n d ustr ia l  sector has a l ways been the operat ional  
pri nciple beh ind I rel and's  development p lans .  This  
point  i s  particularly poignant in  the case of I reland, 
which fo r the l ast 1 00 years has watched helplessly as 
its  most valuable reso urce-its young men and wom
en-left the co un try in  droves to fi n d  jobs in their 
chosen field o f  scient ific  or technological expertise.  

It  can,  and has bee n ,  argued i n  Malth usian terms 
that  the exod us  of so many people hel ped to "balance" 
the Irish economy,  si nce the presence o f  more unem
pl oyed would o n ly h a ve provided the seeds for a major  
social upheava l .  This  i s  anti thetical to any sane 
defin i t ion o f  a healthy eco nomy-the I rish govern
ment's view most defin itely included.  

The fun damental kernel beh i n d  I reland ' s  drive to 
industrial ize has  been the  need to reverse the emigration 
trend ;  by achieving ever- increasing rates o f  techn olog
ical  growth in  o rder to provide for the absorption and 
upgrading of  s k i l led labor .  This principle was stated 
explicit ly i n  the Third Programme for National Devel
opment, presen ted to the I rish Parliament in 1 969 . 
" S i nce those who em igrate are o ften the people who 
bring about change and growth i n  the econ omy," 
stated the W h ite Paper,  " there is  a d o uble  loss because 
their departure means a d iminished capacity to increase 
nati o n al o utput .  In a sense therefo re, growth is  needed 
so that growth can be achieved ."  
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Rate of return on U . S .  
i nvestment in  m a nufact u ring 

(percent, 1 974- 1 977) 

1 9 .4 

1 3 .6 1 2 �8  1 2 .3 

� :; t-
� 0 t: 

E � .. � 
c! 

The road to the EMS 

9.3 

� § 
,:) §-.., 

� 
E E 0 u 

'0 
c . E 
'§ 
"-
� 
on 
� 

� 
� 
c 

� u 
'0 

Although Ireland gained its political independence 
from Britain in 1 92 1 ,  when the I rish Free State was 
established as a Commonwealth dominion,  it really 
only "won" its economic independence recently . The 
last remaining polit ical links to England were severed 
in 1 949 when the I rish Free State became the Republic 
of I reland and severed all t ies to the Commonwealth 
and the British Crown .  However, the economic l inks 
were not broken unti l  I reland joined the European 
Monetary System in December 1 978  and solidified this 
commitment by severing the 1 52-year-old link between 
the I rish "punt" and the pound sterling in M arch 1 979.  

This move elicited quite a few "harrumphs" from 
Britain-where queens, k ings and policymakers have 
never been able to understand why the Irish did not 
want to be British.  But I reland's decision to place its 
"trust" in Europe, as EMS co-founders Schmidt and 
Gi.scard" are now finding out,  was mereiy the logical 
outgrowth of the List-Carey tradition upon which both 
Ireland's industrial "revolution" and the E M S  are 
based. 

The application of these principles began in the 
1 930s when I reland's political leaders were confronted 
with the task of building a nation from the ground up .  
The newly independent country already had a well-

I reland's  foreign trade 
(percent of  tota l) 

Destination of exports 1 962 1 970 1 972 

Great Britain 73.8 65.9 60.8 

Other EEC 5.7 1 1 .6 1 6.8 

USA and other 20.5 22.5 22.4 

Origin of imports 
Great Britain 49.6 53.5 5 1 

Other EEC 1 3.0 1 7.7 1 8.4 

USA and other 37.4 28.8 30.6 

Particularly with respect to exports, Great Britain no longer 

domi nates I reland's foreign trade. 

Source: Basic Statistics, Department of Foreign Affairs, Dublin, I reland • 

June 1 978. 

1 977 

47 

29.2 

23.8 

• 48.2 

1 9.9 

3 1 .9 

organized administrative infrastructure, an efficient 
banking and financial system , a transportation and 
communication network-but it  had no industrial 
tradition of its own . The Act of Partition under which 
the six northern counties, known as Ulster or Northern 
Ireland ,  opted to remain part of the U nited Kingdom,  
and the  conclusions o f  the Boundary Commission (led 
by a protege of  Brit ish geopolitical "expert" Lord 
M il ner), ensured that the south would remain a 
permanent agricultural p lantation .  Both industry (pri
lTIarily texti les) and raw m aterials were concentrated i n  
the north; the popUlation i n  the I rish Free State was 
primari ly  rural ,  and technological ski l l s  and train ing 
were scarce. The only economic base was the production 
and export of food and l ivestock . 

Making what use they could  of the country ' s  slender 
resources ,  government leaders first began a campaign 
to ensure the stability of  the agricultural sector.  The 
1 927 Agricultural Credit Act provided for the establi sh
ment of an Agricultural Credit Corporation as a state
run enterprise empowered to make government-backed 
loans available to farmers for productive purposes on 
reasonable terms.  

The Agricultural Credit Corporation held a signifi
cance that went far beyond its relatively modest 
operations.  It was the beginning of a trend of state 
intervention that was to become an integral part of  
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Total  exports, 1 967- 1 977 
(m i l l ions o f  pounds) 

967 1 1 97 1  

iource ;  Annua l  Report ,  I n d ustr ia l  Development Authority,  I re lond , ' 1 977.  

I rish economic l i fe.  In  the industrial sphere, the Control 
of M anufactures Act ( 1 932) and the Industrial Credit 
Company ensured that Ir ish industry would as far as 
possible be concentrated in  the hands of I rish owners . 
The Trade Loans (Guarantee) Act of 1 933  empowered 
the govern ment to provide credit  to manufacturing 
enterprises that showed promise of providing j obs and 
engaging in  capital expansion programs .  

Besides the estab l i shment  o f  the I ri sh  Sugar 
Company and the Bord na Mona (which revolutionized 
the production of peat for domestic and i ndustrial 
purposes), the most important step taken by the 
government was to channel public capital i nto the 
development of a nationwide system of electrification 
based on the river Shannon . The brainchild of  Dr .  T .A .  
McLaughl in ,  an Irish graduate of the  German firm 
Siemens-Schuckert, the Shannon scheme was the 
precursor of the Electricity Supply Board, a state body 
which built  the energy infrastructure for the h ard
sought-after expansion of industry . 

The I rish government, however, was sti l l operating 
on the principle that I reland's chief economic role 
would be to export foodstuffs and agricultural products, 
and to import manufactured goods, a role which kept 
the country economical ly dependent on Britain as its 
main supplier and its leading customer as wel l .  The 

EMS mem bership wil l  speed 

The official statement by Prime Minister Jack Lynch 
of the Republic of Ireland on December 15 .  1 978. 
announcing Ireland's decision to join the European 
Monetary System (EMS) is excerpted below. 

A number of the more prosperous countries are 
satisfied as to the unique d ifficulties of Ireland 
ari sing particularly from the nature of its currency 
arrangements, and have agreed to make available, 
bi laterally, over a period of two years, resources 
substantially in excess of the amounts provided for 
in the counci l resolution of Dec. 5, 1 978 . . . .  The 
greater element in these arrangements together with 
the EEC measures will mean that the total amount 
available over each .of the next two years would 
amount to about £ 70 mill ion a year, with an 
additional £ 45 m ill ion a year for a further three 
years. A full  account of the scheme wil l  be announced 
as soon as the discussions are complete. I would l ike 
to take this opportuni !y to place on record here the 

risks of such an arrangement were shown clearly during 
the " Economic War," when the British government 
imposed punitive tariffs on I rish agricultural imports 
fol lowing I reland's  repudiation of old debts and land 
annuities owed to Britai n .  This resulted in  the virtual 
co l lapse of I reland's cattle industry and a severe setback 
to reconstruction efforts in  other areas as wel l .  

The legacy of Friedrich List 
During this same period the germ of a new departure, 
looking to the creation of an I reland that would be 
both polit ically and economically free of the British 
connection was beginning to take shape. The approach 
was the legacy of Arthur Griffith, a republican leader 
of the 1 9 1 6  rebel l ion ,  who had championed Friedrich 
List's System of National Protection-a book, as 
Griffith h imself wrote, that he would l ike to see in  the 
hands of every I rishman . Like List, Griffith feIt that 
the development of a native manufacturing industry
behind tar iff walls if necessary-was essential to the 
development of an emerging nation . Although Griffith 
died before his ideas took hold, a young parliamentar
ian named Sean Lemass, who later became known as 
the "arch itect" of I reland's industrial revolution , began 
to promote the new "economic nationalism " which 
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I rela nd's economic growth 

I 
. appreciation of  the Iri sh government for the support 
and understanding shown by these countries i n  this 
d ifficult and complex negotiation . . . .  

At th is  point,  I am sati sfied that the new package 
provides sufficient additional resource transfers to 
help us  ove rcome the cr it ical  i n it i a l  two-year 
period . . . .  

In these ci rcumstances. the government has 
decided that Ireland should also participate in this 
system, with her partners in  the comm unity as from 
Jan.  I .  

The reason for the decision are, first, that we 
believe in the obj ectives of the system, which i s  the 
basis of a broadly-based strategy aimed at improving 
the prospects of economic development, based on 
symmetrical rights and obl igations  of al l  partici
pants. We believe in the desirabi lity of creatirtg a 
zone of monetary stabi lity. This, by enhancing the 
prospects for trade and investment, wi l l ,  in the 
ultimate, improve conditions in  Ireland and make it 

marked the first crucial step in I reland's development 
as an industrial republ ic .  

Griffith had felt the emphasis on manufactures was 
all the more urgently necessary because of the habit of 
the Irish people to think of the land as their only major 
resource .  "We in Ireland ,"  he had written in  1 904, 
"have been taught that our destiny is to be the fru itful 
mother of flocks and herds-that it i s  not necessary for 
us to pay attention to our manufacturing arm , s ince 
our agricultural arm is self-suffiCient .  The fal lacy," he 
continued, "dissolves before reflection .  

"With List I reply:  A nation cannot promote and 
further i t s  organization,  i t s  prosperity and i t s  social 
progress equally as well by exchanging agricultural 
products for manufactured goods as by establishing a 
manufacturing power of its own .  A merely agricultural 
nation can never develop to any extent a home or 
foreign commerce, with in land means of transport and 
foreign navigation,  i ncrease i ts population in  due 
proportion to its wel l-being or m ake notable progress 
in  its moral, intellectual ,  social or political development, 
it wil l  never acquire important political power to be 
placed in  a position to influence the cultivation and 
progress of less advanced nations . . . .  " 

Griffith emphasized over and over again that real 
independence for I reland must be economic as well as 

easier to attain the government's aims of faster 
economic growth, lower inflation and ful l  employ

, ment.  . . .  
In  its short l i fe as a nation,  this country has 

followed policies i nvolving both opportunity and 
challenge . In the 1 930s, protectionism was pursued 
as a deliberate strategy. This gave way a generation 
later to the Anglo-Irish free trade area agreement . A 
short t ime afterwards, the people of Ireland voted 
overwhelmingly to join the European Economic 
Community . 

The decision we have taken today is of a simi lar 
magnitude. I t  involves r isks .  It will add a further 
dimension to partition ,  although the ultimate bene
fits of  membership of the system could outweigh the 
problems. The benefits for agriculture are clear .  
Fears have, however, been expressed on the part of 
certain service and m anufacturing industries . Let me 
say here that  there is  nothing i nherent in  our 
decision which need have a destabilizing effect on 
em pfoyment i n  the short  run . So far as . any 
significant short term difficulties do arise, the 
government will help in a positive and sympathetic 
way. 

political and this could never be complete so long as 
Ireland depended upon its .pqwerfu l  neighbor for the 
bulk of its manufactures .  The development of a nation ,  
as List had written , meant also that "agriculture, 
manufactures, commerce and navigation must all be 
developed in ' i t  proportionately, arts and science, 
educational establ i shments and universal cultivation 
m ust stand in  it on equal footing with material 
production .  Its constitution ,  laws and institutions must 
afford to those who belong to it a high degree of 
security and liberty, and m ust promote religion, 
morality and prosperity . "  

This definition of a nat ion-state by List was adopted 
by Griffith as h i s  own ; List's themes and others 
deriving from them proved decisive at a critical juncture 
in I reland's historical-economic development . The 
institution ·of tariff barriers during the 1930s and 1 940s 
helped to create a domestic industria l  base where none 
had existed before, built up a pool of  ski l led labor and 
managerial abi lity, and set the process of city-bui lding 
into motion . 

Creati ng the boom of the ' 60s 
Though they significantly altered public attitudes, these 
early moves toward economic self-sufficiency could not, 

. , 
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by themselves, reverse the long-term trend in population 
decl ine which was stil l Ireland's  chief problem.  From a 
high of 6 .5  mi l l ion people before the Great Famine of 
1 846-47, the population had contracted continual ly
with emigration exceeding the surplus of births over 
deaths-to a level of just over 3 mi l l ion .  The net 
em igration rate in  the mid- 1 950s was approachi ng 
200,000 per year. These rates were nearly three times 
the prewar rate and hi�her than any other period in  the 
20th century .  Considerably more than half the popula
ti on  reaching m atu rity was  leavi ng  I re la n d .  The 
problem remained lack of jobs .  

The sad fact was :  in the 40 years since political 
i ndependence h ad been won , the I rish economy's rate 
of growth averaged only about I percent per year. New 
employment was created for only 800 persons per year 
and the total number at work in  I reland in  1 95 1  was 
only one percent (or 1 2 ,000) more than it  had been in 
1 926. As  reconstruct ion,  economic growth and rising 
living standards gathered steam in  post-war Europe, 
I reland remained a pocket of  underdevelopment. 

The country's  assets remained extremely large in  
relation to GN P, but  the great majority of  the money 
was invested in one form or another in Great Britain .  
Neither credit n o r  capital was used for development to 
any great extent ,  except in  the state sector; apart from 
one small  loan in  the 1 920s and some minor post-war 
assistance under the M arshall Plan, I reland never 
borrowed abroad , nor sought foreign investment. 

Following a serious balance of payments crisis in 
the mid- 1 950s, a special Capital Investment Advisory 
Committee was appointed by the government to 
uncover the causes of the "Brit ish d isease" which was 
spill ing over into I reland and to prescribe so lutions .  
The  project was  entrusted to  Dr .  T .K .  Whitaker, a 
secretary to the Department of Finance, which was 
then run by Sean Lemass. The results were a watershed 
in  the history of Irish economic development. 

Whitaker presented his report, entitled Economic 
Development, to the government i n  M ay 1 95 8 .  Starting 
with the Republic's financial stabi lity and strength on 
the one hand and its miserable rate of  growth on the 
other, Whitaker proposed to exploit the first in  order 
to advance the second .  This Hamiltonian framework 
for harnessing public and private credit  and d irecting 
it  toward ' ' 'productive' '  rather than merely "social ly 
useful" investment,  represented the "breakthrough" 
necessary to bring Ireland into the 20th century and 
take its place in Europe as a m odern industria l  republic .  

Whitaker proposed that the government should 
take control of credit pol icy and should drive the 
commercial banks-which were sti l l  Brit ish-i nfluenced 
in  terms of fi scal policy-toward supporting national 
expansion as an overrid ing national objective. At the 
same time, the Central (or State) Bank's powers of 
fi nancial d irection ,  up unti l  then very small, would have 
to be enlarged . Next, the government's  own expenditure 

should be channeled as m uch as possible into di rectly 
productive areas of industrial investment. 

In industry, the primary aim was seen to be the 
stimulation of a "vast increase in private industrial 
investment while maintaining the supply of capital for 
productive state enterpri ses ."  Priva'te investment was to 
be encouraged and guided by a development program 
outl ined by the govern ment, laying down priorities in 
and orderly sequences of investment and concentrating 
in  particular on the nurturing of the export industries . 

Whitaker's argument was that the country needed 
greatly increased capital investment-provided that it 
was the "right kind . "  By this ,  he meant investment that 
added to the wealth of the country and did not merely 
redistribute existing wealth .  This approach was fully 
integrated into the I rish Government's fi rst Programnle 
for Economic Expansion lai d before the Parliament in 
November 1 958 .  " I n  our present circumstances," 
opened the document, "we must be prepared to take 
ri sks under al l headi ngs-socia l ,  commercial  and 
fi nancia l-if we are to succeed in the drive for 
expansion ." 

The success of the government's fi rst program 
astounded friend and foe alike .  The primary goal of the 
1 959 program had been to do uble the growth rate of 
the Republ ic .  This was a re latively modest aim , since 
the rate was barely higher than I percent. However, by 
1 964, the end of the five-year program, growth had 
quadrupled, reaching 4 percent.  Even more sign ificant
ly, exports rose by more than 40 percent and G N P  rose 
by nearly 25 percent .  Investment almost doubled . 

I n  social terms, the revolution was no less dramatic .  
The population of the Republ ic had fal len in  an almost 
unbroken line from 1 84 1  to 1 96 1 .  But in 1 96 1 -66, it 
actually increased by 2 . 3  percent, while net emigration 
dropped to 1 6,OOO-about one third the level of the 
previous decade . The largest increase was in the 20-24 
year-old age group, which had grown by nearly 25 
percent. N ot... merely in the urban areas as a whole, but 
in no less than a quarter of the countryside, the 
population increased by over 7 percen t in 1 96 1 -66. I n  
the remain ing rural areas, the decl ine was reduced to 4 
percent-a no less remarkable achievement. 

The fundamental explanation was the prioritized 
channel ing of nati onal cred it and foreign investment 
into the d irectly product ive sectors of the economy and 
the concentration on achieving export-led growth in 
the industrial  sector, while reduci ng agriculture to a 
smal ler proportion of GNP.  

The I rish government-even those who framed the 
program-shies away from the term "dirigism" and 
chooses to cal l  its method "economic programming ."  
Whatever i t  is called, the  development programs 
subsequently laid out in the Irish Republic drew heavi ly 
on the H ami ltonian tradition as wel l as on con tinental 
models such as that used by the French under de 
Gaulle .  In April 1 962,  a team from the French 
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government's Commissariat du Plan was invited to 
Dublin by the Economic and Social Research I nstitute. 
M eetings between the I rish Government and French 
Gaullist eec�nomic planners had also taken place the 
previous year. 

While the first economic program ran its course, 
foundations for the 1 964-70 program were being laid 
by the Lemass government. The objectives of the first 
program had been to outline the opportunit ies for 
development and to encourage export-oriented indus
tries; the objectives of  the second were to achieve a 
maximum sustainable rate of growth needed to ensure 
rising living standards by aiming at further exponential 
increases in industrial growth.  Further public authori
ties and special departments to modern ize particular 
industries were set up as well as a Manpower Authority 
to deploy and retrain labor, and committees to monitor 
the performance of I rish business. Lemass, who was 
then Prime Minister, urged that the role of each 
government department engaged in implementing the 

I economic strategy should be that of a "development 
corporation" in  its own particular field of national 
activi ty. 

Unfortunately, that second program had to be 
a,bandoned midstream, perhaps because such detailed, 

\,quantitative growth targets had been set and the goals 
had been premised on EEC membersh ip by 1 970 (it 
was not final ized until 1 973) ,  as wel l as a larger boost 
of private capital investment. But if  the government is 
to be faulted at al l ,  it is only for trying to achieve in 1 0  
short years the top-down ind ustrial ization o f  a country 
which had been a Briti sh agricultural plantation for 
700! 

Nevertheless, a th ird program for growth was 
presented to the Irish Parliament in 1 969 which 
evaluated the coqntry 's  progress since the i.mplementa
tion @f the first economic plan 1 0  years hefore. In those 
years , GNP had grown at least 4 percent-three times 
as , fast as during the preceding decade and early four 
t imes as fast as in the years leading up to World War 
I I .  I f  sustained, said the Fianna Fai l  govern ment, such 
a growth rate would "double the nation's standards of 
livi ng in less than 20 years . "  

The futu re 
When the Irish government joi ned the E M S  last year, 
it no doubt had this promise in  mind .  The goals 
outlined in the 1 979 White Paper-a sustained growth 
rate of 6-8 percent, a leap in manufacturing exports 
and overall  national output and the phasing out of 
unemployment by the early 1 980s-are geared toward 
eradicating the remnants of I reland's backward runt I 
culture and matching standards of l iv ing in the U .S .  

" 

and Europe. Irish Prime Min ister Jack Lynch,  schooled 
in  the tradition of Lem ass and others who had fought 
for I rish economic as well as polit ical indepengence, 
told Parliament when the latest White Paper was 
presen ted in January of this  year: "Participation in the 
EMS represents a chal lenge and an opportunity .  The 
benefits from the successful establ ishment of the ' system 
would be substantial ,  both for I reland and for the 
European Comm unity as a whole . . . With the 
necessary comm itment . . .  mem bership in the EMS 
can provide us  wi th  the  opportunity to  not  alone 
sustain the rapid prQgress achieved in  1 978,  but to 
press ahead with even greater improvements in the 
1 980s. " 

With the United States, partiCUlarly American 
industrialists, supporting tbe goals laid out by EMS 
founders Schmidt and Giscard a t  the  Bremen meeting 
of the European Economic Community in June 1 978,  
I reland has a good chance of achieving its economic 
goals .  Even reunification i s  a possibil ity .  According to 
Lynch himself: "the economic benefits of membership 
(in the EMS) should heighten the perception among 
people in Northern I reland of our comparable level of 
economic development and l iving standards and of our 
independent pol itical role in  Europe ."  

But the  opportunities open to Ireland-and to  
Northern I reland in terms of reversing years of 
economic stagnation and the destruction of industria l  
l ife which it sti l l  endures as an outpost of British 
Intelligence's terrorist "experiments" -wi l l  not be 
furthered by the brayings of certain quasi-"Friends of 
I reland" such as New York Governor H ugh Carey, 
Senator Ted Kennedy, Rep . M ario Biaggi and their 
" I rish Caucus" in  Congress who more or less support 
British colonial policy for the United States and 
I reland .  Carey is now plugging for the British "dirty 
money" bank, the Hong Kong and Shanghai Banking 
Corporation-which runs the drug trade through 
channels intermeshing wi th the British Royal Family's 
private think tanks-to carve out a n iche for itself in 
U . S .  credit institutions .

� 
Kennedy's  "N ational Health 

Insurance Bil l" i s  nothing less than a systematic 
program for gutting U .S .  h igh-technology medical care 
under the guise of offering comprehensive nationalized 
health insurance. 

Let the true "friends of Ireland" now come forward 
and pledge themselves to rededicating the U .S .  to the 
principles of  the American Founding Fathers, principles 
which formed the basis for I reland's industriai revolu
tion and are implicit  in the theory behind the EMS .  
This is  the  only way  to ensure economic progress in  
I reland and throughout the  world .  

-M arlo Minnicino 
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Congressional 
Calendar 

Congressional votes a imed at 
Carter Administration 
I n  a major blow to the Carter 
Administration , the H o use Demo
cratic Caucus voted overwhelming
ly against the President's p lanned 
decontrol in a test vote M ay 22 
brought by Connecticut liberal and 
Kennedy al ly Toby Moffett .  Over 
the past two weeks, Ca-rter has been 
stung by congressional liberals on 
a number of key issues, as l iberals 
have teamed up with conservatives 
to defeat him on m ajor policy in iti
atives . This coordinated activity of 
the Kennedy-allied congressional 
Democrats is speeding the unravel
ing of the Carter Administration 
and helping prepare the New York 
Counci l  on  Foreign Relat ions '  
planned Kennedy-Haig contest in  
the  1 980 presidential bal loting . Un
derscoring the fact that Carter is no 
longer able to secure the support of 
even his own party's Congressional 
leadership, Senator Daniel Moyni
han (D-N . Y . )  declared M ay 22 to 
reporters that the Carter Adminis
tration had lost its abil ity to govern. 

The H ouse vote against Carter's 
decontrol policy was touted as a 
major rejection of Carter by the 
Democrats .  Congressm an Edward 
Markey (D-Mass . ) ,  a co-sponsor of 
the Moffett bil l , announced that the 
May 22 vote showed that Carter 
"was completely at odds with what 
his  party stands for ."  Those oppos
ing Carter included the Speaker of  

. the House Tip O'Nei l l  (D-Mass . ) ,  a 
closs Kennedy ally,  and Maj ority 
Whip John Brademas (D-Ind . ) .  
Moffett and several other "l iber
als" (includirig Congressmen John 
Dingell (D-Mich . )  and Phil  Burton 
(D-Calif.) in the H ouse teamed up 
with conservatives to vote down 
Carter's gas rationing program on 
May 10 as wel l .  Their opposition 
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was directed at the way Carter was 
handling negotiations with Con
gress on the bil l ,  rather than against 
the bil l  itself. Shortly after the vote 
M offett and Congressman John 
Dingell (D-Mich.) announced that 
they would draft their own gas ra
tioning plan . 

The same principle of  "getting 
Carter" was behind the surprise 
vote of  75 to 1 9  in the Senate last 
week to l ift sanctions against Rho
desia ,  which was orchestrated by 
the Senate Democratic leadership .  

What do Jack Kem p and 
George McGovern have 
in common? 
Sources close to Ralph N ader and 
Ted Kennedy are gloating over 
their new-found al lies in conserva
tive ranks .  Nader al lies in the U .S .  
Congress are playing upon the 
"states' rights" and "free enter
prise" i deologies of right-wing Re
p ubl icans to garner support for 
antinuclear legislation . 

Cosponsoring legislation that 
would give states the right to deter
mine with the federal government 
where and i f  nuclear waste storage 
facilities should be sited in them are 
the odd couples of Senators George 
McGovern (D-S .D . )  and Paul Lax
alt (R-Nev. ) ,  and Representatives 
John Sieberling (D-Oh. )  and Jack 
Kemp (R-N .Y . ) .  When asked how 
Laxalt, Ronald Reagan's  de facto 
campaign m anager, and Kemp,  a 
potential GOP presidential candi
date, could cosponsor legislation 
(S .  594 and H . R .  2762) which would 
have the effect of creating anarchy 
in the n uclear energy industry , an 
aide to Sk;berl ing declared: "Tp.ere 
are very basic issues of states' rights 
involved here and that's why you 
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see so m any cosponsors ." Missis
sippi's  first Republican Senator in 
a century ,  conservative Thad Coch
ran, has introduced S. 70 1 ,  the Ra
dioactive Waste Management Act 
of 1 979,  which is a version of the 
state veto-power legislation . 

Simi larly, conservative Texas 
Congressman Ron Paul (R),  who 
along with Laxalt and Kemp sti ll 
claims to be pronuclear, has cal led 
for the repeal ofthe Price-Anderson 
Act, a Federal law which limits 
overall insurance liabil ity in the 
event of a nuclear accident .  Says an 
aide to Paul : "Oh, the Congress
mim is pronuclear. He thought the 
Three M ile Island hul labaloo was 
an enormous media hoax, but feels 
that nuclear power should be able 
to stand on its own in the market
place without government interfer
ence ."  

Carrying the Adam Smith dis
ease to its logical conclusion,  how
ever, is  Mississ ippi RepUblican Jon 
Hinson . H inson makes no preten
tions of being pron uclear, attack
ing it as a prime example of the evi l 
influence of big government and 
too-big b us iness .  According to 
Capitol Hi l l  sources Hinson is or
ganizing covertly with Ralph Na
der and the Union of Concerned 
Scientists to create an antinuclear 
conservative group, on the grounds 
that nuclear power is big , central
ized and supported by the govern
m e n t .  H i l l  observe rs  wonder  
though how H inson squares h i s  an
tigovernment stance with his call 
for a massive government-support
ed push for solar and wind energy . 
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Ant inuclea r d rive stea m rol ls  
t imid opposit ion 
Following actions by the Nuclear 
Regulatory Comm ission and sev
eral Hi l l  committees to freeze nu
clear plant l icensing and construc
tion for periods of several months, 
the Kennedy- led antinuclear forces 
on Capitol Hi l l  are now escalating 
their drive against nuclear energy . 
On May 22 Ted Kerinedy intro
duced S .  1 1 78 ,  legi slation to impose 
a two-year moratorium on new 
plant licensing and construction .  
Kennedy declared that the  nation 
needs a decent interval in  which to 
reassess the safety and viability of 
nuclear standards. Even more rabid 
was House Democrat Henry Gon
zalez (Texas) whose H . R .  4066 leg
islation calls for an indefinite mor
atorium on new nuclear plants, and 
would put existing nuclear faci lities 
under government operation .  Gon
zalez has declared in speeches that 
the aim of his legislation i s  to de
commission al l  existing nuclear 
plants. 

C o n g r e s s i o n a l  p r o n u c l e a·r  
forces have allowed themselves to 
be si lenced by the antinuclear me
dia scare. Their acquiesence went 
so far as to allow Congressman 
Morris U dall 's antinuclear task 
force, which is investigating the 
Three Mi le Is land incident, to shut 
them out of the issue. On the task 
force field trip to H arrisburg two 
week s ago, Republ ican staffers 
were denied access to the plant's 
control room,  while Udall ensured 
that the media had no l imitations 
on their activities . The Republicans 
were not even consulted on the 
Committee's final report. I ssued 
May 2 1  by Task Force chairman 
James Weaver (D-Ore . ) ,  the report 
declared that the Three-Mile Is land 
incident was the result not of h u-
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man error but of inherent problems 
in the design and functioning of 
nuclear plants . 

Ke n n edy's a nt itrust 
legislation on front  burner 
Senator Edward Kennedy's infa
mous I l l inois Brick Bi l l  has been 
endorsed by the Senate judiciary 
Committee and will be formally re
ported out of the Committee onto 
the Senate floor by the end of M ay .  
The  legislation would permit con
sumers to sue and collect treble 
damages from a corporation that 
had been convicted of price-fixing 
and other antitrust violations,  even 
if they did not buy anything directly 
from that company.  An example of 
the im pact the bill would have is 
provided by the ·  an ti t rust su it  
against I B M .  If  that company loses 
the lO-year old case the Justice De
partment is prosecuting against it ,  
then it wil l  be potential ly l iable un
der the Kennedy bill to pay treble 
damages to every individual who 
received services from a bank rely
ing on I B M  equipment. The bil l  
was endorsed by the committee in  a 
9 to 8 vote, with Republican Sena
tor Charles M athias (Md . )  casting 
the deciding vote. Mathias, the only 
Republican supporting the bi l l ,  
amended it to make it  slightly more 
difficult for foreign countries to 
bring suits against corporations by 
requiring them to have a reciprocal 
law for American companies . But 
in essence, the I l l inois Brick b i ll is 
unchanged . An effort by Senator 
Cochran to limit the bm to allow 
only indirect purchasers, and not 
se llers, to sue for higher prices was 
defeated by the Comm ittee . Repub
licans led by Senator Orin Hatch 
(R-Utah) are planning to lead a 
fil ibuster agai nst the legislatio n .  In  
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the H ouse the Judiciary Com mittee 
wil l  act on the bi l l  in tbe next couple 
of weeks .  

Kennedy's  antitrust activity, 
fol lowing a. day of hearings M ay 
22, esca lated this week with his in
troduction jointly with Senator 
H oward M etzenbaum ( D-Ohio) of 
new legis lation that would prohibit 
oi l  compan ies from mergi ng or 
buying other companies with assets 
of more than $ 1 00 mi l I ion .  The bil l  
is  expected out of the subcommitte 
in the second week of June. 

tade legislation to 
go to Hi l l  in June 
The much delayed submission of  
legislation by the Carter Adminis
trat ion to implement the Multi lat
eral Trade Negotiations will finally 
be sent to Capito l Hi l l  in June, ac
cording to Washington sources. 
Holding up submission of the leg
islation has been the demand by 
R ussel Long's  Sen ate F inance 
Committee that the legislation be 
followed within 30 days by an 
Administration proposal to create 
a Department  of Internationa l  
Trade .  The Administration wanted 
to give i tself enough time to draft 
the legislation, especially i n  the 
wake of the Department of Natural 
Resources 's  stil lbirth, and so had 
stal led the legislation . 

-Barbara Dreyfuss and 
Susan Ko/cinda 
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Cu ba, Mexico heads of state meet 
Energy, industrial development  posed as the alternative to war 

M exican Pres ident J ose Lopez Porti l l o  a n d  Cuban 
Presi dent Fidel C astro launched an h istor ic  organizing 
d rive last week to p ul l  the wor ld  back from the edge of 
nuclear war through the i m plementation o f  a sane 
energy po l icy w h ich wil l  "give content to the new world 
eco nomic o rder . "  A fter two days o f  ta lks  on  the 
M exican Carib bean is la n d  of Cozumel  o n  M ay 1 7  and 
1 8 , Castro endorsed Lopez Porti l lo ' s  proposal to "make 
energy the respons ib i l ity o f  a l l  m a n k i n d "  a n d  to 
"assure al l 'coun tries access to tech nol ogy and favorable 
fi nancing to develop alternate energy so urces ."  

C astro wi l l  advance that  proposal at the  N on
Al igned heads of state sum m i t  in  H avana,  Cuba next 
A ugust,  and Lopez Porti l l o  w i l l  present the plan to the 
U ni ted Nations General  Assem bly i n  September.  

The M exican President had discussed his i deas on 
a sane global energy pol icy with U . S .  Presi dent Carter 
during his Feb ruary visit to M exico and cal led for a 
producer-consumer c o n feren ce as a n  u

'
rgent war-avoid

ance measure.  C arter claimed then t h at he would st u dy 
the idea, but Lopez Porti l lo ' s  offer, which could destroy 
En ergy Secretary Schlesi nger's energy warfa re against 
the U . S .  populat ion , was b l acked out  of the U . S .  p ress 
by al l  but  this news service.  

The M exican President made the same proposal the 
fo l lowing week to French Pres ident V alery G iscard 
d' Estaing during G i scard's  visit to the M exican capital . 
Gi scard endorsed the idea, presented it to the  Eu ropean 
Econ o m ic Comm u n ity, and has  si n ce been organizing 
among the O P EC o i l  producing nations against  energy 
ana rchy and fo r strong intern ational  bac k i ng of the 
M exican proposal . 

During G iscard ' s  February vis it  to M exico , Lopez 
Porti l l o  spo ke of the " a pocalypse ,"  the end o f  h u m a n i ty 
through n uclea r con fro ntati o n ,  if a sane g lobal  en ergy 
pol icy were not adopte d .  S ince then Sch lesinger and 
Defense Secretary H a ro l d  Brown have warned that they 
would use m i l itary means to "protect U . S .  o i l  suppl ies , "  
a statement widely interpreted i n  M exico as a t h reat of 
in vasion to secu re M exican o i l  as a U . S .  "strategic 

reserve . "  This and the Carter A d m i n i stration's  sabotage 
of expanded trade relatio n s  with M exico with t he 
expl icit aim of crippl ing M exico's  ambit ious i n dustrial 
deve l o p m e n t  p l a n  have led M ex i c a n  govern m e n t  
an alysts to understa nd not only  t h e  grave d anger o f  
w a r ,  b ut a l so the d anger of  a fascist transformation i n  
the U . S . ,  s h o u l d  opposit ion to t h e  c u rrent pol icies 
em anating fro m  the C arter W hite H ou se fai l  to halt  
these pol icies .  

This  is  the con text i n  which the Castro- Lopez 
Porti l l o  summit  took p l ace . The d ay before, a sweepi n g  
cabinet shuffle took p lace i n  M exico wh ich w a s  seen a s  
a streng t he n i ng o f  t he govern ment's  capabil ity for 
m o b i l i z lIl g  forces i nternal ly ,  as �ell as international ly 
behi n d  its increasingly aggressive foreign pol icy.  

As  the speeches and the joint  co m m u n i que excerpted 
belo w  demo nst rate, both Presidents determ i n ed to 
undercut the Cold War strategy co m i ng out of London 
and W ashi ngto n ,  by defi ning the rea l  issues confronting 
the soci a l i st a n d  capital ist  world a l ike :  "peace and 
progress o r  war and mi sery, " development and transfer 
of technology o r  gen ocide.  Castro h i m self stated that 
ideological d ifferences a re not important s ince C u ba 
and M exico are totally u nited in the essentials :  the goal 
of the development of  peoples, "our fun damental 
reso urce,"  through education a n d  a r is ing stan dard of  
l iv ing .  

Castro exposed the Carter Admi ni strati o n ' s  h u m an 
rights pol icy as hypocritical ,  describing the brutal  
g e n o c i d e  in s uc h  c o u n t r ies  b ac k e d  by the U . S .  
govern ment  a s  N i caragua a n d  Chi le,  a n d  the genocidal 
nature of  Carter's refusa l to sel l medicines to C u ba .  

The Castro visit  to M exico,  h i s  fi rst s i nce h e  l e ft  h i s  
land o f  exi le to ret u rn to C u b a  23 years ago ,  marked a 
consol i dati o n  o f  long-term efforts by both n ations 
agai nst  fasci sm in  Latin Am erica.  For over 20 years, 
the U . S . - imposed econ o m ic blockade aga inst Cuba has  
been designed to isolate C u b a  fro m  the rest of  Latin 
A m erica .  M exico' s call  fo r an  end to the block ade and 
Lopez Porti l lo ' s  determ inat ion to closely col laborate 
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History of Mexico-Cuba Relations 

For  the past two decades, M exico has  been the  only 
country in Latin America to . maintain normal 
diplomatic relations with Cuba, despite intense 
pressure from Washington .  In  1 962, Cuba was 
expelled from the Organization of American States 
at U . S . in i tiative, during the second A ll iance for 
Progress meeting in Punta del Este, Uruguay. 
Mexico did not support thi s move. Two years later, 
after · intense pol itical arm twisting and economic 
blackmail ,  the U .S .  cracked the resistance of several 
key Latin American nations, such as Brazi l ,  and 

' forced through an OAS reso lut ion m a n dat ing  
termination of  a l l  trade with Cuba .  M exico was the 
only country in Latin America to refuse to comply 
with this U . s .-authored economic blockade against 
Cuba. As Cuban President Castro noted last week 
while in Mexico, this i s  a simple fact which the 
Cuban people will never forget . 

wjth the Castro governmt:nl on foreign pol icy offensives 
end two decades of containment. 

I mmediately following the summit ,  President Jose 
Lopez Porti l lo met with Costa Rican President R odrigo 
Carazo and demonstrated his commitment to take a 
strong stand against dictatorships. After a briefing by 
the Costa Rican President on the genocide being 
carried out against the Nicaraguan population by 
dictator Anastasio Somoza, Lopez Porti l lo announced 
Mexico's break in diplomatic relations with that 
government.  (Costa Rica broke re lations with Nicara
gua months ago when the Nicaraguan mi l itary attilcked 
Costa Rican territory in its war against the opposition 
Sandin istas) .  

Beyond Lopez Porti l lo's  moral commitment against 
genocidal dictatorships in Central America, he p ledged 
to fight against the anarchy of oi l  prices "which is 
being turned into a scourge ' "  for the developing 
countries that do not have oil . "  While back ing the 
creation and existence of OPEC and' promising never 
to be a "scab" against that organization, the M exican 
President chastised OPEC for increasing the irration
ality of the current world economy, and called again 
for al l  nations to take up the cha llenie of energy as the 
responsibil ity of all mankind to bring about a new 
world economic order. 

-Robyn Qui;ano 

But Mexico 's  stance toward Cuba is not based 
on support for Cuba's  socialist ideology . It is a 
product of a century-long M exican foreign policy 
tradit ion,  premised on strict adherence to the right 
of nations to self-determination ; '  the principle of 
national sovereignty for all nations; and non-inter
vention in other nations'  internal affairs (often 
referred to as the Estrada Doctrine).  

This policy has earned Mexico a position of 
unparal leled respect throughout Latin America. 
After a century of  consistent principled diplomacy, 
Latin American nations r.ecognize that Mexico's is 
by no means a rhetorical stand, but a practical 
political question-as Mexico' s  relations with Cuba 
demonstrate. 

Cuba shares this foreign policy perspective, as 
the joint communique i ssued at the conclusion of 
Castro' s  visit m akes clear. 

'We did not come for Mexico's oi l '  
A rriving in Cozumel. Mexico on May 1 7. Fidel Castro 
described the purpose of his visit as follows. 

. . .  On hearing news of our meeting, some in the world 
have been speculating about my motives in  visiting 
Mexico . . . .  We did not come to ask for anything 
material from M exico. We didn't  come seeking Mexican 
oil  nor Mexican gas-someth ing very fashionable these 
days . . . . 

We come as friends; more than as friends, as 
brothers.  In the first place to satisfy our desire to get to 
know personally,  to greet and to converse with, your 
i l lustrious President; to bring our m ost friendly, most 
fraternal ,  greetings to the M exican people; our solidar
ity. To work to broaden oUr relations and to develop 
our cooperation ; to exchange impress ions about the 
.way we can work together for a new international 
economic order, for the interests and rights of the 
peoples of the so-called Third World; how we can 
struggle and work better for its development and for 
fr i e n d s h i p ,  u n de r s ta n d i n g  a n d  peace between 
peoples . • . .  

Oil  'the responsibil ity of a l l  mankind'  
At  . a  lunch,eon given in  his honor on  May 1 7. Castro 
spoke of the scramble for oil supplies. and hailed 
Mexico 's intent to use its oil supplies for development. 
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We congratulate you,  M r. President Lopez Porti l lo ,  
that  you h ave clearly expressed that  you don't  intend to 
"see Mexico' s petroleum developed as a function  of  
U.S .  oi l  needs ,"  but rather as an instrument for the 
development of your own country . We h ai l  that, 
d istancing yourself from those who see their own oil 
from a perspective of  egoistic privi leges, you have 
maintained that oil be declared "the responsibi l i ty o f  
a l l  mankind," without this being contradictory t o  your 
decis ion to use it ,  at the same time, in  the construction 
of your own country .  

M any have h ad resources; few have known how to 
manage them prudently .  Cuba gives its ful l  support to 
M exico 's  courageous, wise, and patriotic oil po licy . It 
also supports the legitimate demands of the M exican 
em igrants-the b i tter and inevi'tab le  fru i t  of  t h e  
m utilation of your national territory and t h e  underde
velopment imposed in the past by the force, arrogance 
and domination of the Uni ted States-for a j ust ,  
civil ized, and humane treatment in that country . . . .  

Let us speak , Mr .  President, about the h istorical 
events and political criteria which bring us together ,  
regardless of whatever d ifferences may exist  between 
our two systems,  whatever the difference in our 
ideologies . Latin America l inks us in a common 
concern and a s imi lar focus when we accept the urgency 
of preserving and  m ai n tain i ng n atura l  reso urces, 
suppressing the residues o f  colonialism , el iminating the 
equally h istorically outlawed tyrannical and neofascist 
regimes. And we proclaim the necessity of  implanting 
in our lands democratic societies which can select for 
themselves the path of their future transformations . . . .  

'We must mai nta i n  iustice and l iberty' 
Lopez Portillo answered Castro with a historic speech 
bound to raise the hackles o/ Cuba 's enemies. He defined 
the present social crisis in Mexico and outlined how 
Mexico 's aggressive oil policy was needed to deal with 
the crisis. 

Si nce our  histories are marked by great s imi larities 
which bind us  together, we visit each other periodical ly .  
And wRen th is  happens between two so inseparably 
l inked brothers, i t  is a healthy custom to reflect upon 
our reciprocal past. . . .  Mexico lived the first social 
revo lution in Latin America, and perhaps in  the world, 
in this century . . . .  

Our Revolution is a troub led one, Comandante 
Castro , a troubled revolution ,  necessari ly im mersed in  
a market economy; a revolution subject to h i storical 
and geographical factors which a fflict and debase its 
val ues, now suffering in  the world of  economic d isorder 
in which we are immersed. 

Our revolution,  Comandante Castro, is  l iving 
through its most arduous trial in  this decade of  the 
1 970s . The revo lution is troubled because the path of 

liberty has ensnared j ustice. And that is the grave 
chal lenge to which this g�neration, which is the 
inheriti ng generation ,  must respond.  We must unsnare 
justice and maintain liberty. An onerous chal lenge, 
when many of the most important decisions are made 
in tribunals ,  in centers which are al ien, distant ,  
sometimes hosti le, and very frequently indifferent. 

Our country now-and I'm not going to wear you 
out with details-is l iv ing a crisis which offers both a 
danger and an opportunity unprecedented in our 
h istory, if  we figure out how to manage correctly our 
non-renewable resources,  which in the present moment 
of world disorder have become. not only a factor, but 
the factorum of peace and progress of war and misery . 

Th us, among the themes we discussed in this 
morning's meeting, the fundamental element was the 
oi l  policy which M exico desi res to l ive, and not only 
l ive,  but which M exico dares to preach . 

We have sought your sympathy for the ideas that 
energy resources are the responsibil ity of mankind,  
which has not figured out how to organize itself and in 
this very moment i s  on the edge of a cl iff. We wish to 
pledge our possibil ities, our potential ,  to give meaning 
and content to a new economic order which , although 
recognized among nations, remains a formal and empty · 
framework which must be satisfied and fi lled out with 
specific commitments, starting with those we can 
assume regardi ng energy resources. 

Thus, M exico is proposing in every forum , in  every 
contact-this is proper among brothers-the advantage 
of giving 'content to the new world economic order, 
with a clear position in  regard to the ordering of the 
production , distribution and consumption of all alter
native energy sources. So that-without distortions 
from irrational consumption or uni lateral demands-a 
way can be found to organize them to the benefit of the 
world . 

We have insisted on this and have tal ked about it 
maybe even too much , Comandante. But it is without 
a doubt one of the themes in which my country is 
deeply interested as a vehicle for achieving peace, 
harmony and progress .  

I have found you to be understanding, and, l l hope, 
supporting.  It is a struggle of the developing countries , 
of the poor countries, cornered by the powerful ones, 
to establ ish rules . . .  for matters important to al l . 

Mexico: 'a bulwark for Lati n Am'erica' 
Speaking at a dinner held on May 1 7  Castro compared 
the Cuban and Mexican Revolutions. 

. .  . 1  think  that there are many kindred elements, much 
affinity, between M exicans and Cubans, between the 
M exican Revolution and the Cuban Revolution . The 
first social revolution in  this hemisphere was the 
Mexican, the first social revolution-as the President 
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said at noon today-in this century. The second social · 
. revolution-we caIl it the first socialist revol ution-was 
the Cuban Revolution . 

There is a reason to history; things don7t happen in 
vain . We think that our common history ,  our common 
experience, unites us .  There are differences, but the 
difference does not l ie in the legitimacy , in the purity, 
nor in the power of our revolutions.  the difference is 
in the historical moments, conditions and circumstances 
in which each of them occurred. 

' 

We have always been very interested in the M exican 
Revolution;  its experiences , its development, its ideas 
interest us today and will interest us tomorrow. We 
cannot forget that this Mexican Revolution was always 
a source of  inspiration to Cuban revolutionaries and 
continues to be a source of very rich experience. 

. .  . I n  M exico we osee the pres ident insisting on a 
, number of ideas which deeply impress us . I 'm going to 

cite as an example what he says about education :  
He says that education is the basic investment, is 

the basic resource . And that is exactly how we conceive 
of education in our country .  And we could subscribe to 
these words: the basic investment in the basic resource. 

He has insistently stated other ideas which we 
entirely share. The idea that education and training are 
the way to make unequals equal, to create a real 
opportunity for the talent, the intelligence, and the 
vocation of every huma�n being . . .  , . 

I said that Mexico has more natural resources than 
Italy, France, or Spain .  Why can't  Mexico-which in 
addition has an even more valuable resource-come to 
be a major industrial power in our world? . .  . 1  am 
convinced . . .  that Mexico wiI I  come to be one. It is not 
a simple question of faith; it is  also a result of the 
h istory of M exico, of what you have been able to do so 
far. And that for us is a banner, a bulwark, a b ulwark 
for Latin America, and we know what bulwarks are, 
because we also are-or, we believe we are-a modest 
bulwark of the peoples of Latin America. 

. .  .If we inspect the rest of our America, I think that 
no other people is in better condition and more apt 
today to defend that bulwark . . . .  

Cuba :  marvelous 
economic achievements 
Lopez Portillo responded -by pledging himself to replicate 
in Mexico what Castro has achieved in Cuba and to take 
a leading role in deftnding Latin A merican resources. 

It is true that our Revolution was t�e fi rst social 
revolution of  this century . . . .  But many years later we 
have to see reflected in the other revolut�on, your 
Revolution, a great part of our youth . We have to see 
ourselves in it and we have to see ourselves in what 
Cuba is dOing and achieving, a prodigious combination 
of smaIl quantities and immense quality, an important 

leavening for this generation and for the century to 
come. 

The memories, which by your prophetic voice were 
rendered important, o f  what we thought or said on 
some occasion puts me in a serious predicament . I have 
to measure the distance between what I thought, what 
I said,  and what I have achieved . And the net result
I must recognize it-is not very positive. This brings 
me to an authentic, sincere anguish. 

You have made marvelous achievements, but I have 
achieved l ittle, very little, Coman dante. But I can teIl 
you, In the light of your s ineerity, that I want to equate 
with yours my own capacity for service and for sacrifice 
to the cause of my country. A n d  i f, by some 
combination of circumstances, I cannot render good 
results, it will not be for lack of willingness, but rather 
for lack of opportunity and security in a world which 
makes us subject to conditions and l imitations from 
which we cannot escape. 

What could I add that you haven't  already said 
about our goals? I could only say, foIlowing some of 
the precepts of our  Constitution, that the nationalist 
effort o f  Mexico fundamental ly consists of posing our 
own problems, trying to solve them with our own 
reso urces,  and seeking our  econo m ic and  social  
independence. And this simple, yet well-defined effort, 
in the context of our geographical circumstances, i s  the 
historic task before us .  

And,  in agreement \ with you,  I am ab!lolutely 
convinced that Mexico , a conscious bulwark of Latin 

. A merica . . .  desires to fulfil l  its h istoric responsibil ity. 
And I am absolutely certain , after having heard i t, that 
your voice is prophetic in  presaging the destiny of our 
country ;  it wiII always be in  fraternal friendship with 
the very affectionate Cuban people . . . .  

Castro: U.S . -Cuba rel ations 
'perfectly bad' 
Castro. held a press conference on May 18 .  the end of 
his trip. at which he delivered a tough challenge to 
A merican policy in the Caribbean. 

Q: How are reiations between the United States and 
Cuba? A re they better or worse with Carter? How do 
they stand? 
Castro : I would say they continue perfectly bad. Now, 
i f  you ask me if  there's been anything new, I would say 
yes, although they continue perfectly bad in that the 
blockade is continued . . . tOO percent .  . . .  

Q: ( What about), . .  Cuba as an exporter of revolutions . . .  ? 
Castro : I lament that revol utions cannot be exported, 
because if they could be, we would solve our foreign 
exchange problems .  

Q: , . ,  You are accused of active interventions in the 
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affairs of Nicaragua and also EI Salvador . . . .  

Castro: There' s nothing we need m ore than to be 
blamed for what's going on in  Central America, in  El 
Salvador, and in  Nicaragua .  Somoza accuses everybody 
of intervention . Bu in  reali ty, the only one who 
reminds us of the interventionary path i n  Nicaragua i s  
Somoza, because Somoza is  the  son of the  North 
American intervention in N icaragua . He  i s  the net 
result  of  the i ntervention .  The only real proof that 
there has been in tervention in Central America is 
Somoza. 

Do you think that they can go on k i l l ing thousands 
of people and "disappearing" an infinite number more? 
Do you th ink that thy can loot a country for decades 
and the people will j ust cross thei r  arms? H ow many 
hundreds of  mi l lions of dol lars have the Somoza fami ly 
pi l laged i n  Nicaragua? Can people p ut up with that 
kind of situation forever? . . .  Sooner or l ater , and 
probably sooner rather than later, Somoza will  be 
relegated to the garbage can of  history . . 

Q: . . .  What is your government 's position in regard to 
the Guantanamo base and what are the practical residues 
of the blockade decreed in A merica against your country? 
Castro: . , .The Guantanamo base remains ;  i t  is there by 
force against the wi l l  of our people . . . .  The b lockade 
has done us plenty of h arm economically;  it h urts us .  
But i t  cannot achieve - its objective o f  smashing the 
Cuban Revolution . I think that, on the contrary, the 
Revolution i s  m ore solid than ever and the blockade 
has failed.  Sure, we were used as a "guinea pig ."  

Now the "empire" i s  a bit  more carefu l ,  subtler. 
Now they don ' t  resort to such direct blockades. I don' t  
know if  you k now that the blockade includes not only  
food, but a lso medicine. You can't  export even an 
aspir in from the U . S .  to Cuba .  That  is ,  i t  i s  an 
implacable form of economic aggression which doesn't  
square at  a l l  with the "human rights" preachings of 
President Carter . Because i f  your molar h urts and they 
don't even let you take an aspirin to k i l l  the pain,  that 
is  against human rights .  

I 'm talking abo ut aspir ins and toothaches, but 
could speak of m uch graver i l lnesses . You could speak 
of the l ives of chi ldren , women, and old people which 
can be lost because you cannot get a specific m edicine. 
And it seems to me that one of the most miserable and 
grotesque things you could do is deny a country even 
the right  to obtain m edicine.  It 's m uch more than a 
toothache. 

So I ask myself: H ow can the famous preaching 
about human rights be reconci led with the policy of 
blockading Cuba? 

Despi te  a l l ,  they b lockade Cuba .  They d o n ' t 

blockade Somoza, nor Pinochet, nor Stroessner, nor 
any of those fauna .  They blockade Cuba. 

However, how many chi ldren out of each thousand 
born in Nicaragua die every year? How many children 
die in Chile,  how many in Paraguay and other p laces? 
In H aiti how many die? I think they've lost count 
already and don't  know whether it is  1 50 or 200 of each 
thousand during the first year on earth there in  the 
l and of " Papa Doc ."  H owever, how many die in Cuba, 
despite the blockade and despite the Yankees prohib
iting the sale of medicine to Cuba? Last year, we 
reduced the figure which had been 60 before the 
Revolution, to 22 . 3 ,  the lowest in al l  of Latin America . 
And l ife expectancy, which had been 58 years before 
the Revolution ,  now is 72 years . What do you think of 
that? Now we are at the level of Canada and the United 
States in l i fe expectancy. And in infant mortality, we 
are at the level of the developed countries, despite the 
blockade and the U .S .  sales prohibitions. 

And why does the U nited States do that? Do they 
want people in Cuba to l ive fewer years? Do they want 
more ch i ldren to die each year? What do they want 
with this? What do they want? 

They don't  blockade South Africa, for example; 
they don't  bloc.kade Rh odesia .  Fascist governments , 
fascists who oppress mil l ions of Africans .  They block
ade Cuba.  

And what has al l  this accomplished? How is the 
Revolution doing? What . country in this Hemisphere 
has better education indices than Cuba? And what 
country has better health indices, sports, culture, 
despite all? So you can see that a Revoiution is worth 
i t .  

Q: . . .  What can the peoples of Latin A merica do to  
support the struggles in Central A merica? 
Castro: . , .public opinion and solidarity could put a 
brake on foreign intervention in those countries, 
although I think that the U nited States is  sufficiently 
wary after the Vietnamese experience. I don't  think 
that the U . S .  i s  going to think of  creating new Vietnams 
in Central America . . . .  

Q: What counsel would you give to today 's youth? 
Castro: . . .  Man  has accum ulated instruments of destruc
tion capable of annihi lating the world, and humanity 
has never k nown such a peri l ,  such a real r isk.  We 
know it well ,  because we lived through a crisis i n  the 
month of October 1 962,  and we know that at that 
moment the world was very close to war.  And I believe 
that the younger generation have a vital interest in  
guaranteeing the survival of  humanity. 
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Lopez Port i l l o , Castro 
i s sue io i nt commun ique 
On May J R ,  Cuba's President Fidel Castro and Mexico's 
President Jose L()pez Portillo signed a joint communique 
whic;h we excerpt below. 

, . .  Both ru lers reaffirmed their adherence to the basic 
princip les of the United Nations Charter and stressed 
the Charter' s principle of noninterference in the internal  
affairs of other states , i t s  prohibition against resorting 
to the threat or  use of force in international relations, 
respect for the self-determination and independence of 
al l  peoples, peacefu l  reso lution of  conflicts, equal 
sovereignty for al l  states, and respect for individual and 
social rights .  

They also stressed that these aforementioned prin
ciples include: unl im ited respect for the sovereignty, 
territorial integrity and poli tical independence of states; 
the obl igation to refrain from exercising any kind of  
economic or other sanction� or  from carry ing out  
hostile acts against any  'country; and, the  reassertion 
that each state maintains permanent sovereignty over 
its natural reso urces . 

Both parties recalled that the 1 972 Security Council 
meeting in Panama condemned the use of al l  types of 
economic coercion against the countries of Latin 
America and demanded the end to al l  acts of  economic 
aggression against these countries, since such acts 
vio late the ru les of peaceful coexistence among states 
and the principles and aims of the Un ited Nations 
Charter. 

In  that respect, they asserted the need to end the 
economic blockade im posed on the people of Cuba.  

The two leaders agreed upon a conception of peace 
taken in its broadest and most universal sense, as 
embracing all parts of the world and benefiting all  
countries regardless of  their  size, economic power, or 
political influence . . . . .  

The presidents emphasized the urgent necessity for 
the United Natons to strengthen its efforts and exercise 
fu l l  authority to el iminate all vestiges of colonial ism; 
they reiterated their polit ical commitment to continue 
seeking formulas that wil l  permit  the self-determination 
and independence of  the peoples of Zimbabwe and 
Namibia and of any other peoples SUbjected to colonial 
rule. . . . .  

. 

Both presidents also reiterated the importance of 

abiding by the United Nations resolutions i n  el iminat
ing foreign m il i tary bases which are m aintained i n  
countries against their wi l l .  

The presidents pointed out that the  grave world 
economic problems demonstrate the need to move 
toward the ful l  i mplementation of a new world order in 
conformity with the principles and obj ectives of the 
Declaraotion and Action Program of the New Interna
tional  Economic Order, the Charter of Economic 
Rights and Obligations  of States, and the General 
Assembly resolutions' on  international economic coop
�ration and development, making use of  the participa
tion of all countries to avoid a situation in which only 
some benefit from the system of in ternational relations.  

The chiefs o f  state pointed to the international 
economic crisis which affects al l  h umanity, particularly 
the developing countries. They recognized that the 
problems of  food and energy shortages aggravate the 
general crisis and require a reasoned analysis of  the 
economy at a world level, using the United Nations as 
the most appropriate forum for examin ing and solving 
these problems . 

, President Fidel �astro stressed the great importance 
of the fact that President Lopez Porti l lo  had announced 
that Mexico-itself a key producer of hydro'carbons
considers the problem o f  the energy crisis to be "a 
common responsibi lity of a l l  h umanity ."  He added that 
he fully approves o f  the M exican proposal, and agrees 
wi th  the need to assure a l l  countr ies access to 
technology and to favorable financing to develop 
alternate energy sources . . . . .  

At the same time, they referred to the excessive 
protectionism of the highly industrial ized countries and 
the need to assure access to those countries' m arkets 
for the exports of the developing countries. They added 
that the inflationary pressures and the instabil ity in the 
means of exchange, orig inat ing ' in  the developed 
countries, has a particularly negative effect on the 
developing countries and has aggravated their indebt
edness problems and l imited their development capa
bi l i ty .  

Both parties po inted to the growing importance 
that  the G roup o f  N o n-Al igned Nation s  has in  
promoting international peace and cooperation on a 
j ust and equitable basis . . . . .  

Both chiefs of  state expressed their firm support for 
the struggle of the Panamanian people and government 
to recover full .  sovereignty over the Canal . 

The two presidents agreed t.hat the historical, 
geographical an d  cultural t ies that unite the countries 
of the Caribbean basin constitute the natural basis for 
a better recognition of common interests and for 
mak ing  better use o f  the broad poss ib i l i t ies  for 
col laboration .  ' "  
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'Mexico will not tolerate genocide' 
Mexican President Jose Lopez Portillo's speech at a 
banquet honoring the visiting President of Costa Rica. 
Rodrigo Carazo. is excerpted below. 

. . .  The unimpeachable test imony of our neighbor 
(Costa Rica-ed . )  has confided to us the tragic situation 
of our Nicaraguan brothers . You have told me . . .  
something that we k new and didn't  want to believe: the 
dramatic, repugnant attack on the most elemental 
human rights, the horrendous genocide being commit
ted against the Nicaraguan people . . . . (Your test imony) 
has impressed us,  because it confirm s  what we k new; . . .  
I am now instructing Foreign M inister Castaneda to 
break relations  with N icaragua . . . .  

Mexico cannot tolerate that the permanence of any 
political regime involves for the people who l ive and 
suffer under it  not only s lavery but unacceptable 
abuse . . . .  

We would l ike to see other Latin American brother 
countries ratify th is decision,  and thus . . .  from this  
forum , I appeal to them . . . .  

Some years ago we celebrated the decision of the oil  
producing countries to revalue that raw material . I t  
was a n  appropriate, opportune, courageous a n d  suitable 
pol icy . . .  as such it was applauded . But even then one 
could see that the revaluation of a s ingle raw material , 
even though mostly produced by developing countries, 
was not a compatible solution .  Not in  any way, and for 
a variety of reasons. Among them because the most 

r 

' Peace: the basis 
for development' 

Below are excerpts from the Joint communique signed 
by Mexican President Lopez Portillo and Costa Rican 
President Rodrigo Carazo. 

Both presidents agreed that the energy problem 
requires priority and urgent attention,  because of its 

. effect on developing nations' econom ies . . .  and 
because it  constitutes a restraint  to the recovery of 
international economic relations .  This i s  an indispen
sable element to ensure, on a world scale, peaceful 
coexistence which is conceived not simply as the 
absence of armed conflict, but as the basis for 
development of a civilization at the service of 
mankind.  

In  this  context, President Carazo gave his full  

powerful  countries are' also producers of oi l  and any 
price di stortion would not be to the excl usive benefit of 
the developing countries . 

Years later . . .  the price of oil is being turned into 
a scourge, a true scourge, for the developing countries 
that don't  have oi l .  And this Mexico, an oil producer, 
facing its historic and revolutionary conscience, cannot 
accept as a permanent situation . . . .  

We have said-and that is Mexico's conflict of 
conscience-that Mexico . . .  wi l l  never be turned into 
a scab against oil producers .  But given this decision,  
congruent with a policy seeking an economic order 
conceived as obligations and rights, we confront (a) 
dramatic situation . . . .  

Thus,  M r .  President, I put before you Mexico's  
proposal to carry th i s  grave question ,  this struggle of 
values , to the only forum that has the right to hear this 
kind of proposal :  the U n ited Nations.  We wil l  soon 
formally pose to the UN the need to give content to the 
agreement on economic rights and obligations of 
nations . . .  (with the subject of ) energy sources . . . .  The 
alternative is cutting off . the possibi l ity of development 
for countries without oil, chaos or war . . . .  

We wil l  propose (at the U N )  to reso lve once and for 
all  to order production ,  distribution and consumption 
of all the various sources of energy, so that every thing
commerce, financing, transfer of technology and access 
to energy sources-m ay be organized regionally and 
internationally . . . .  

support to President Lopez Porti l lo 's  initiatives to 
gain participat ion of all nations,  through the United 
Nations,  in an effort to situate questions relevant to 
the supply and uti l ization of oi l  with in  a concept of 
the common responsi bi l ity of  h umanity . . . . .  

Both presidents exchanged impressions about the 
s ituation in Nicaragua .  They acknowledged that the 
massive violation of human rights-attested to be 
the ( H uman Rights) Commission of the OAS-and 
the indiscriminate warl ike actions against the civilian 
population ,  not only offend the democratic consci
ence of peoples who,  l i ke Mexico and Costa Rica, 
work  'zea lous ly  to ach ieve soc ia l  j ustice in a 
framework of l i berty , but  go beyond in ternal  
boundaries to affect all  the countries of the area . . . .  
(This is) an international prob lem that requires 
carefu l attention and opportune measures to facili
tate a solution .  
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CO UN TE.,N TELLIGENCE ) 

"Jews can 't be at peace if we don 't react strongly . . . . .  
anger and fear need expression too . . . . .  

-Murray Friedman 
American Jewish Committee 

Zionists tied to 'Nazi' organizing 
This week's Counterintell igence section scrutinizes the 
workings of the terrorist Jewish Defense League and 
closely all ied Anglo-Zionist intel ligence networks in  the 
United States . These groups are now being reorganized 
to spread terrorist chaos in  the u . s .  in the months 
preceding the 1 980 presidential election .  

There are two aspects of th is  project insofar as it 
involves J DL-type paramil itary groups in  the V . S .  
which can b e  identified: namely, the use of these groups 
as a vehicle to manipulate conflicts between Nazi and 
"anti-Nazi" forces, as wel l as reh,lted racial conflicts; 
and the creation of a credible cover for professional 
assassinations of leading opponents of London's "New 
Dark Ages" policy .  

The last few days , especially since the election of 
Tory Party leader M argaret Thatcher as British Prime 
Minister, sources ' report, have seen a 'broadening of  
joint activity between British , I sraeli and  U .S .  i ntelli
gence. 

This activity includes a series of deployments to 
recruit new forces to the ranks of Zionist lobby 
parami litary groups in the U nited States :  

• JDL founder M eir  Kahane, currently a leader of  
the far right Kach political faction in  I srael , returned 
to the V .S .  two weeks ago for a nationwide lecture tour 
and recruitment drive for his newly formed Conference 
of Jewish Activists. 

• Representati ves of I srael i Prime M inister Begin's 
own Herut Party are also known to be visit ing East 
Coast U . S .  cities with funds to bui ld up the Herut's 
BETA R  paramilitary youth arm . 

• Knesset member Shm uel Flatto-Sharon,  who is  
currently wanted in France on stock and diamond 
swindling charges , is known to have established a 
- -- - - -- --- . - - - -- � -- -
This special Counterintelligence report was prepared by 
Stott Thompson in ' collaboration with members of  the 
Middle East and Counterintelligence staffs of the Executive 
Inte l l igence Review. 

mercenary force recently in southern Cal ifornia said to 
be involved in  international assassination deployments . 
This same "independent" mercenary team has also 
been l inked to a NATO intelligence project to create a 
synthetic B lack M arch terrorist gang for operations i n  
the V . S . ,  Europe and the M ideast b y  immersing recruits 
of Latin origin in the l anguage training program at the 
V .S .  mi litary's facil ity in  Monterey, Cal ifornia. Liaison 
between the two projects is  repgrtedly provided by 
I sraeli intell igence Colonel Zwy A ldouby . 

' Two frauds have been propagated about the J D L  
a n d  a llied Zionist paramilitary groups in the V . S .  
which have restrained l a w  enforcement personnel from 
taking effective 'countermeasures against them. The 
first m yth is that JDL terrorism somc!how represents a 
legitimate-or at least underst!!ndable-Jewish reaction 

, to the bestial crimes committeif by the N azis d uring 
World War I I .  The second is that the JDL and other 
such groups act independently of  more "respectable" 
Zionist lobby institutions .  

"Cutouts" 
But it is a well known, i f  not publicly acknowledged ,  
fact among informed leading political and intelligence 
circles that both the N azi and "anti-Nazi" sides of such 
racial conflicts ' as the highly publicized plans of the 
N azi Party to m arch in Skokie, I l l . ,  last spring were 
run through the same Anglo-Zionist intelligence net
works. In fact, many of the helmeted and club-wielding 
JDL youth seen in the streets chanting "Never Again" 
have been interchangeably used as provocateurs for Ku 
Klux Klan  and neo-Nazi violence. The case study 
below of a proposed N azi Party rally in  Philadelphia 
will document this. 

The Philadelphia "Nazi" scandal was not the case 
of  ' an i so lated kook who m anaged to foo l  the 
popUlation of an entire city temporarily . Rather, i t  was 
an a ll-too-typical Anglo-Zionist destabil ization attempt 
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which backfired, forcing the press to report at least 
partially the ugly story underlying the so-called "wave" 
of Klan and Nazi terrorism since the staged 1 978 
confrontation at Skokie .  

Skokie-style terrorism is coordinated through a 
hierarchy of "cutouts"-i ntermediaries used to protect 
the identity of a political intell igence operation's real 
i nst igators .  Despite the shock ing evidence wh ich 
emerged in  the Phi ladelphia press l ink ing V .S .  Nazi 
groups to the JDL,  most of the articles-e.g .  coverage 
in the New York Times-were at best "controlled 

. I 
leaks" touchmg only the lowest echelons of the overall 
operation . 

At the highest level ,  what was attempted in Skokie, 
Philadelphia ,  and in  similar events planned for this 
summer are elements of the British o l igarchy's " New 
Dark Ages" policy, a policy which aims at what its 
proponents term "controlled dis integration" of the 
advanced sector industrial economies, and which 
further hopes to successfully employ British General 
Sir John H ackett's game plan of V . S . -Soviet thermo

. nuclear confrontation to stop Soviet industrial  progress 
as well . The object of the policies put forw�rd by Queen 
Elizabeth through Thatcher and Lord Carrington is to 
turn back the clock of industrial progress to, as Cyrus 
Vance might p ut it ,  "a  new world order based o n  
environmentalism . "  From the standpoint o f  this ol i
garch ical el ite,  whose feudal policies dominate Britain ,  
the waves of N azi and  "anti-Nazi" Freikorps that wil l  
be" deployed for Skokie-style violence are merely a 
modernized variant of the brigand armies and cults 
that their ancestors among the British and b lack 
o ligarchy of Europe sponsored during the Hundred 
Years War .  In the ir  eyes, the N azi /"ant i -Nazi " 
rampage wil l  help create the instabi lity guaranteeing 
the 1 980 election of a "strongman" advocate of the 
' \New Dark Ages" like Gen . Alexander H aig .  

London and Israel i  I n tel l igence 

The poli tical intelligence networks maintained by these 
evil ol igarchists both directly and through such proxies 
as the Zionist lobby (headed in  the V . S .  by the City of 
Lon don's "Our Crowd" i nvestment banking fami l ies) 
spans the entire "right-left" polit ical spectrum needed 
for stage-managed conflicts l ike Skokie, I I I .  

Three institutions in  particular have served as 
coordinating centers : the " Fact Finding Department" 
of the B'nai B!rith Anti -Defamation League's Civil 
Rights Division; the "Trends A nalysis Division" of  t he 
American Jewish Committee; and I sraeli i ntel ligence 
directly.  I sraeli intelligence, protected by the V .S .  State 
Department and intell igence community through agree
ments which permit Israeli intelligence to operate with 
impunity against V .S .  citizens,  not only serves as l iaison 
between the A D L  and AJC, but with a professionally 
trained terrorist and assass ination capability run by 
such Zionist M afia circles as organized crime czar 

M eyer Lansky, gangland political "fixer" Roy Cohn, 
reputed M idwestern narcotics k ingpin Max Fisher, the 
Bronfman family, and so on. Through such Hojjuden 
(Court Jews),  City-of-London based famil ies such as 
the Montefiores, Rothschi lds ,  M ocattas, Goldsmids, 
etc. , who were instrumental in  founding the cult of 
Zionism, Israeli intelligence serves as a mere proxy for 
British i ntel l igence in many of the dirty operations in 
the V .S .  

For  Skokie-style terrorism , this interwoven coordi
nating center can also draw upon private British 
political intelligence networks in the V .S . ,  ranging 
from the " left-wing" Vnited Auto Workers-League for 
Industrial Democracy crowd of Ambassador to China 
Leonard Woodcock and attorneys Joe Rauh, Jr.  and 
Stephen Schlossberg, to the "right-wing" National 
Review-Heritage Foundation gang launched by Max 
Eastman, James B urnham, and Will iam F .  Buckley. 
Though each m ay publicly charge the other with 
"bastardy" on  occasions, both share the same "l iberal" 
British pedigree .  These networks interface directly with 
those Zionist lobby institutions directly responsible for 
J D L  terrorism through such "New Dark Age" policy 
centers in the V .S .  as the Committee on the Present 
Danger,  the Cold Warriors of  the AJC's Commentary 
m agazine, and the National Committee on Foreign 
Policy .  

Finally, at the  gutter level of individual terrorists 
there is no d ifference between the Nazis and the so
called "anti-Nazis" deployed against them . Participants 
in both "sides" are merely the thin ly sketched "bit 
players" i n  a Zionist lobby "soap opera" scenario 
which can be cast interchangeably . 

I .  T he Ph i ladel ph ia  Nazi  sca nda l 
On Feb .  1 6 , 1 979, "James " Guttmann" applied for a 
permit to hold a combined demonstration of the Nazi 
Party and Ku Klux Klan at Phi ladelphia's Independ
ence Hal l .  Within hours,  the Jewish Defense League 
was mobilized as the leaders of a Coalition to Stop the 
Nazis and Klan which announced that it would hold an 
armed counterdemonstration . As  the confrontation 
l oomed,  the c i ty of Phi ladelphia  braced for i ts 
potential ly far-reaching repercussions .  

But within six days,  the crisis had passed . The Nazi-" 
K lan coalition had called off its demonstration when 
its organizer refused to appear in  court and disbanded, 
the Zionist-organized countercoalition l ikewise. I t  had 
come to light that the N azi leader, "James Guttmann," 
was actually Mordecai Levy . Levy, sources reported , is  
an agent of both the American Jewish Committee and 
the Anti-Defamation League of B'nai B'r ith as well  as 
a leader of a New J D L  terrorist cel l .  Levy, moreover, 
had stayed at the Phi ladelphia residence of the local 
J D L  leader, who hosted meetings of the anti-Nazi 
Zionist counterdem onstrators while he organized the 
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Klan and Nazi demonstrators. The Jew-hating Nazis 
and the Nazi-hating Jews were the same people. In 
other words, the Anti- Defamation League and Ameri
can Jewish Committee had been running both sides of 
a vicious hoax. 

Apart from their adherence to the "Dark  Ages" 
chaos policy ,  the A D L  and AJC have a further 
rationale for such activity: to extort financial support 
from a terrified Jewish community and to reinforce the 
paranoid myth that strict adherence to Zionist organi
zations i s  a Jew's on ly rel iable protection from an 
unchangeably  anti-Semitic world . M ordecai Levy along 
with his J D L  accomplices succeeded in  terrorizing the 
entire city of  Phi ladelphia for a week-including the 
estimated 1 0- 1 5 ,000 refugees from Nazi concentration 
camps who live there. 

That was a conscious goal of this Zionist lobby 
"protection racket ." Here' s how i t  worked: 

The operation began on Feb . 1 6  when Mordecai 
Levy walked into the National Park Service office in  
Philadelphia to  apply for a rally permit i n  t he name of 
the American Nazi Party, using the pseudonym James 
Guttmann.  According to Levy-Guttmann's taunti ng 
statement on the application ,  the rally was intended as 
"a white power rally to show white m asses unity of 
white race and to show the world niggers and jews are 
cowards ." Under the category for "catering, decora
tions . . .  equipment ," Levy-G uttmann put :  "swastika ,  
banners, Nazi uniforms, K K K  paraphernalia-wil l  
burncross (sic), swastika picket signs with ' Hitler Was 
Right-Gas Commie Jews ' ."  . 

Levy-Guttmann identified h imself on the application 
as " leading coordinator" for the Chicago-based Na
tional Socia list Party of America whose Fahrer, Frank 
Coll in ,  was born the son of a Nazi concentration camp 
inmate named Cohn. Col l in-Cohn , believed by many 
intell igence sources and terrorists experts to be an A D L  
agent, threatened t o  m arch his brownshirted goon 
squads through the streets of Skokie, I I I . ,  l ast July 4 .  
Skokie, the prototype o f  what was planned in  Philadel
phia and elsewhere this summer, was targeted because 
its large Jewish population incl udes thousands of 
survivors of Nazi concentration camps.  

Frank Coll in-Cohn told a reporter for the Philadel
phia Jou�nal Feb. 1 6  that there was a "50-50 chance" 
he would come to Philadelphia to lead the rally himself. 
Coll in-Cohn publicly warned that i f  he arrived , his  men 
wo uld be armed: "We prefer for our people to carry 
rifles .  " 

Levy also claimed affi liation with the National 
Social ist W hite Peoples Party, founded original ly as the 
American Nazi Party by George Lincoln Rockwell ,  
also a Zionist lobby agent provocateur .  

Using the al ias "James Fran k ,"  Levy-G uttman also 
recruited the Pennsylvania and New Jersey branches of 
the Confederation of Independent Orders of the 
Invisible Empire, Knights of the Ku Klux Klan to 

attend the Independence Hal l  ral ly.  These Klan groups 
were impl icated in an earlier conspiracy to bomb the 
Trenton, N .J .  headquarters of the National Association 
for the Advancement of Colored People, an action 
i nstigated by a confessed agent of the ADL and I sraeli 
mi l i tary intel ligence, J am es Rosenberg (a .k .a .  J immy 
M itchel l) .  

"Doesn't work here, anymore" 
Pull ing the strings to control these and other Klan
Nazi gangs through Levy-Guttmann, sources say, was 
a secret Anglo-Zionist inteI l igence team working under 
cover of the American Jewish Committee and Anti
Defamation League. Levy's role as an undercover agent 
for the American Jewish Committee was first confirmed 
by a source closely associated with I sraeli Prime 
Min ister Menachem Begin . Mi lton El lerin , head of the 
AJe's Trends Analysis Division (the "dirty tricks 
department") ,  made severa l reveal ing admissions to 
reporter J im Nicholson in  the March 1 3  Philadelphia 
Daily News. Nicholson quoted Ellerin :  ' ' 'Roughly six 
months ago I got a call from someone (Levy) I had 
never heard of or seen,  who said he was concerned 
about the i nroads the K lan and Nazis were m aking, '  
El ler in said . 'He said he didn't  think the JDL was 
effective enough and wanted to work with an estab
l ished, major Jewish organization .  He sai d  he wanted 
to share with me his information . . .  Levy said he fi l led 
out one of the James Guttmann appl ications . ' " El lerin 
admitted to meeting with Levy before Levy applied for 
the Nazi Party ral ly permit . A member of the AJe's 
Personnel Department was equally revealing: . "Oh, 
M ordecai Levy, he doesn 't  work here anymore ."  

U.S .  intell igence sources state that Levy i s  also 
associated with the so-called " Fact Findi ng Depart
ment" of the Anti-Defamation League, whose director, 
I rving Sual l ,  oversees' a vast , interchangeable web of 
"right" and " left" terrorist provocateurs. 

Suall's background is that of a leading British 
agent-of-influence .  Educated at Oxford University, 
where he joined the Labour Club,  Suall became head of 
the Jewish Labor  Committee, and then nat iona l  
organizer for the  I nternational Ladies Garment Work
ers Union . Finally, he was national  secretary for the 
Socialist Party, before joining the ADL.  Contacted 
after the Philadelphia Nazi scandal broke, Suall  refused 
to confirm or deny that Levy was his agent .  

Related intel l igence sources report that  Levy was 
also an "informant" for Tom Lock of the Federal 
Bureau of Investigation .  As  FBI Freedom of Informa
tion Act documents show, this is by no means the first 
t ime that the A D L  and AJC have succeeded in  
" doubl ing" thei r right-wing provocateurs a s  FBI  
informants.  Another notorious case involves Eugene 
Tabbhut, who was planted by the A D L  and AJC as 
Chief of the Klan Bureau of I nvestigation for Robert 
Shelton's U ni ted Klans of America unt i l  the early 
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1 970s, where he determined who was acceptable as a 
Klan member and had a di rect i nput in  planning Klan 
vio lence. 

'An ancient Jewish tradition' 
Throughout the time he was organizing Klan and Nazi 
gangs for the rally, Levy was living in the home of  
Phi ladelphia J O L  executive director Ed Ramov. Like 
M i lton Ellerin ,  Ramov tries to minimize his t ies to 
Levy-sometimes with am using effect . From early press 
statements it i s  apparent that i t  was Ramov w ho first 
recruited Levy as a Zioni� agent when Levy was a 
teen ager attending the Young Israel Synagogue (a 
nationwide J O L  front) of  Oxford Circle, of which 
Ramov is board chairinan.  Yet, in an interview with 
Philadelphia Daily News reporter J im Nicholson M arch 

, 1 3 ,  Ramov is  quoted as  saying that he took Levy in 
. "without question because it  i s  an  ancient Jewish 
tradition to give shelter to a traveler, even if  he is a 
stranger. " 

Other incidents of cabalistic intrigue which Ramov 
would probably l ike to pass off as "an ancient Jewish 
trad it ion" are the meetings held in his home, where he 
presented "Jewish leader" Levy to discuss armed 
co unterdemonstrations against "Nazi leader" Levy's 
K l an / N azi fo l lowers .  According to a M arch 1 5  
Philadelphia Journal article, the ostensible trigger for 
this frenzied planning was a copy of Levy-Guttmann's 
ral ly application,  which was somehow mysteriously 
tacked on Ramov's door with a note that read: " I f  the 
Jews try to stop us  from march ing,  there will be 
trouble, even death . "  Ramov responded: " If they (the 
Nazis) attempt to march in  this city, they're going to 
h ave their heads sp lit open . "  

In  the " I n  Black a n d  White" column b y  Bi ll Taylor 
of the Journal M arch 1 6, one of the J OL's war councils 
at Ramov's home is descr ibed as fol lows: "A bunch of 
tough-looking young guys in yarmulkas and leather 
jackets were quietly and earnestly discussing guns .  Was 
a . 3 5 7  too big? Would a . 38  do the job?" In the same 
piece the head of J O L  security in New York i s  quoted 
announcing: " Hey, we're gonna have 1 ,000, 2 ,000 
people down from New York . . . .  We have six mi l lion 
reasons why every one of them is a marked man.  We'l l  
stand against them . "  Ironically, in the same article, 
"Nazi leader" Levy-Guttmann's host, Ed Ramov, is 
quoted warning that the JOL might not wait for the 
rally to start violen"ce: " We know who they are and 
where they are . . .  if  we want to make use of it. . . .  
There won't be a Nazi or KKK man left al ive." 

Such theatrics would be ludicrous, if i t  were n ot for 
the terror Levy and Ramov succeeded i n  spreading 
with support from much of the press and the leadership 
of the Zionist lobby. Ramov i s  also reported to have 
"sheltered" representatives from various M aoist and 
" left ' ·  gangs in  his by now crowded home to d iscuss 
"anti-Nazi" activities. On Feb . 22 members of these 

groups and others previously involved in  a Stop 
(Mayor) Rizzo Coalition-including the U nited Peo
ple's Campaign Against Apartheid and Racism, the 
Communist Party M arxist-Leninist, the Coalition 
Against Racism and Sexism-announced the founding 
of a Stop the N azis and Klan Coalition .  

Fea r  a n d  anger 
W hile the J O L, assorted "left" gangs, and Nazi 
" leading coordinator" Mordecai Levy were girding 
themselves for street battles, leaders of Zionist organi
zations fan ned hysteria throughout the Jewish com
mu nity . Not surprisinglyit was M urray Friedman, AJC 
Middle Atlantic States director, who took the lead in 
inciting victimized Philadelphia Jews to greet the Nazi 
stormtroopers with an outburst of  "fear and anger." 

In a Feb . 23  op-ed in the Philadelphia Bulletin 
entitled " Prisoners of the Nazis ," Friedman states: 

I knew their (the Nazis') only purpose in planning 
such a march was to arouse Jews, get them to 
organ ize rall ies and protest meetings, even engage 
in violence against them so they wil l  get on the 
6: 30 and 1 1  o'clock news and in newspapers 
across the land . . . .  But I was trapped . Thirty-four 
years after the opening of the death camps in 
Europe, Jews can't be at peace if  we don't react 
strongly . . . .  There are extremists in the Jewish 
comm unity. They would turn to violence to insure 
that this will  never occur aga in .  1 don't agree 
with thei r tactics. But I understand why they feel 
the way they do . . . .  I know what has to be done. 
But anger and fear need expression too, so, if 
there is a march, I ' l l  be at the counterdemonstra
tion . . . , All  Jews are prisoners of the Nazis .  

The most remarkable thing about this  attempt to 
spread hysteria throughout Philadelphia's Jewish com
munity is  that the article appeared four days after 
leading press in the city had revealed that the rally was 
a hoax-and,  a ful l  week after responsible city officials 
had learned from New York police sources that "James 
Guttmann" was in fact M ordecai Levy . Among the 
headlines which appeared before the AJC issued this 
cal l to arms were: " I s  the JOL Behind Nazi Permit," 
"Nazi Rally-Rouser Really Jewish? ,"  "Is Everybody in 
the Nazi Flap Crazy?" Friedman thus demonstrated 
that he consciously sought to make every Jew in 
Phi ladelphia a "prisoner" of the Zionist lobby's evi l  
Gestapo operation . 

Part II of "Zionists Tied to 'Nazi ' Organ izing" will 
appear in next week 's Executive Intell igence Review. 
Among other things. it will detail the role such 
pseudoacademic pursuits as Holocaust studies play in 
brainwashing the u. s. Jewish population into supporting 
Zionism. 
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Foresee big I BT ro le i n  1 980 ca mpaig n 
Over the past eight days, the United States has begun 
to experience the moral and poli tical power that wil l  be 
wielded in the 1 980 presidential campaign by ,the 
I nternational Brotherhood of Teamsters .  This is 'the 
significance of the report from the first week 's  activities 
of the Teamster Committee to Elect LaRouche Presi
dent (TCELP). 

The Teamster LaRouche committee was formed 
two weeks ago by members of the I BT in M ichigan ,  
with the avowed purpose of  bringing the entire union 
behind the presidential candidacy of U .S .  Labor Party 
C hairman Lyndon H .  LaRouche, Jr . ,  in  the 1 980 
election .  On May 1 4, the first bul letin of  the committee, 
"Team sters M ust Endorse LaRouche for President, " 
was released. Since that date, 50,000 copies of the 
bul letin have been distri buted throughout the East 
coast ' of  the U . S .  and the Middle West . The bul letin 
was also placed on the desk of every U .S .  congressman,  
the national  leadership of  a l l  labor unions ,  and leading 
public figures across Western Europe. , 

Teamster members and officials who have gotten 
the news of the Teamster LaRouche Committee are 
reporting "for the fi rst time in years their sense of the 
positive catalytic role that the I BT can play in this 
presidential campaign ."  The TCELP bulletin has begun 
to l ift  the media-created cloud of  defensiveness, and 
has recal led the power that the I BT wielded in the 
1 950s and 1 960s in support of economic development 
pol icies for America.  

The late I BT President Dan Tobin spoke out in  
1 947 against Winston Churchi l l ' s  efforts to bring the 
U .S .  into a cold war posture against the Soviet Union;  
he termed such policy in British ,  not American interests . 
In the 1 950s , the Teamsters backed Dwight Eisenhower 
and his Atoms for Peace program . The I BT backed 
Richard Nixon in 1 960 and warned that a Kennedy 
presidency would be disastrous for the nation;  they 
backed Nixon again in  the late 1 960s and early 1 970s 
and resisted the Watergate movement .  

Today this is a lso the m ood of I BT general President 
Fran k E .  Fitzsi m m ons ' s  M ay IS speech in San 
Francisco (see below).  

Last week , the Teamsters leadership announced that 
membership had overwhelmingly approved the newly 

negotiated National M aster Freight Agreement by a 
th ree-to-one vote. The Teamsters leadership further 
announced that the steel rider to the M FA,  covering 
more than 1 5 ,000 steelhaulers, had been approved by a 
two-to-one margin .  

The size o f  margins shows that the anti leadership,  
anti-Teamster agitation by such grouplets as the 
Teamsters for a Democratic Union (TDU) and PROD, 
I n c .-gro ups under the control  o f  the Kennedy 
machine-fel l  on deaf ears .  the months- long campaign 
waged jointly by LaRouche organizers in the Labor 
Party and Teamster leaders to expose PROD-TDU as 
union wreckers leaves this network in  total disarray. 

The fight is  now on to secure the gains won in the 
M FA-gains which the austerity managers in  the 
Carter Administration are already attempting to "take 
back . "  

Teamster members are realizing that their pol itical 
role is  not as mere "constituents," pul l ing a lever every 
four years, but as a force to shock America out of 
submission to the environmentalists and prodrug liberal 
zero-growthers . 

The response to the TCELP indicates that the I BT, 
the largest union in  America and one of the country's 
most powerful  i nstitutions ,  could provide the culture 
shock to catapult Lyndon LaRouche's "American 
System " candidacy forward-undermining the pro
British New York Counci l  on Foreign Relations' 
designs to rig the Democratic and Republican Party 
nominations for A lexan der H aig and Ted Kennedy and 
make outgoing NATO commander H aig the winner of 
a rigged presidential election .  In  Phi ladelphia, Pitts
burgh,  and Detroit ,  local I BT officials who have known 
the U .S .  Labor Party for years have this week arranged 
presentations to their l ocal and joint council executive 
boards. These presentations have focused on the "nuts 
and bolts" of the LaRouche candidacy. They have 
already resulted in two invitations for LaRouche to 
address I BT general membership meetings. 

This political muscle of the I BT is shown in the 
response to the TCELP from the rest of organized 
labor. Leaders of non-Teamster unions,  on a national 
and local level , have requested meetings with LaRouche 
campaign representatives after reading the Teamster 
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Committee bul letin . One promi nent leader explained 
the reason for the bul letin's effect on him and his fel low 
labor officials . "Only the Teamsters have taken an 
actual indepen dent pol itical stand in the last two 
decades . "  

The  same point i s  evident among leaders outside 
the labor movement. The responses from a leading 
Republican . National Comm ittee official and from the 
president of a Ph iladelphia bank were identica l :  "Now 
LaRouche is in the bal l  game ! "  

A spokesman for the Teamster LaRouche committee 
in Detroit ,  reviewing the fi rst week 's  work, said . that 
the committee wi l l  publ ish bul letin #2 on May 25 .  He  
announced that the press run  would be extended to 
1 00,000 to cover greater intensity of distri bution in the 
East and Midwest , and expansion to the West coast . 

F i tzs i m mo ns :  
'we need ca nd id ates 
. . .  with wo rka b l e  so l ut io ns' 
Following, with minor deletions, is the text of the speech 
by International Brotherhood of Teamsters President 
Frank E. Fitzsimmons on May 15 to the Financial 
Analysts Federation in San Francisco. 

I think I had best begin with a confession . I certainly 
did not come before you today as an expert. I came 
because I determined that there is no better group to 
seek out to find out what is happening to the economy 
of this country . . . .  

I bel ieve today we are a nation asking questions,  
seeki ng sol utions to economic quandaries which defy 
old and reliable economic theories . I am certain in my 
own mind that i f  Adam Smith were al ive today, he 
would throw up his  hands and drop out .  

I t  is that k ind of an environment in which we l ive, 
but I want you to know that we in the Teamsters
although we might throw up our hands occasionally
never intend to drop out .  

More than two mi l l ion American workers and their 
fami lies depend upon us. We appreciate their needs, 
and I think our approach to our recently completed 
negotiations with the trucking industry are a clear 
indication of that appreciatio n .  

As you k now, the Carter Admin istration announced 
its inflation program with its wage-price standards Oct. 
24 , 1 97 8 .  We met with the trucking industry for the 
fi rst ti me in negotiations Dec. 1 4 , 1 97 8 .  

I want yo u to  know these negotiations were a soul 

searching time for me.  Inflation was running in  double 
digit figures and, we were asked to hold our total 
wage-benefit package to 7 percent .  Not j ust the cost of 
wage increases, but the cost of maintaining benefits as 
wel l .  That alone was mi ndboggl ing .  But then the 
government threw in a hooker.  

On April I, 1 979,  our members had 58 cents coming · 
under a cost of l iving increase negotiated three years 
before. Government inflation fighters-including one 
i l l ustrious govern ment official who wil l  speak to you 
this evening-told us that the 58 cents was to be 
included in the 7 percent in any new agreement as new 
money .  

The  trucking industry was told that any  cost 
incurred over the 7 percent wage standard could not be 
recovered in rate increases from the Interstate Com
merce Commission .  

And as the  string came off the  bundle, and we  got 
a good look at the contents, we found that the 
government was saying that if  the settlement exceeded 
its wage standards, the government would accelerate its 
efforts to deregulate the trucking industry . 

Those are some of the conditions under which we 
went to the bargaining table in a country which prides 
itself oil its system of free collective bargaining .  I can 
tell you that one gets a l i ttle nervous sitting at the 
bargaining table with a gun at h is head, and it is  no 
secret that for a while,  some employers were shaking so 
hard they needed a real ignment job on their knees, hut 
that was understandable. 

Did one go along with an i l l -conceived plan to 
control inflation . . . .  Or did one lead from a gut reaction 
that our members were striving to survive in an 
economic j ungle and deserved more than that promised 
by soothsayers and those readi ng tea leaves in the 
economic cup of l ife .  

I final ly concluded that our mem bers deserved much 
more than that .  

So,  I took my negotiat ing commi ttee to the 
barga in ing  table determ i n ed to obta i n  what  our 
mem bers need to remain competitive in the economic 
mainstream of A merican l ife .  

And  for a moment , as a side note, I want to 
em phasize that we in the Teamsters U nion are as 
patriotic as anyone else. We have proved that in war 
and in peace . And I say to · you that if and when 
someone comes up with a plan of equity in which the 
sacrifices are shared in a l ike manner, you can count 
the Teamsters in at the front of the marching order. 

Be that as it may be, when it was all over and we 
reached a tentative settlement,  a very funny thing 
happened . Suddenly, the term s we reached were
according to the lead economist speaker-within the 
guidel i nes . 

. , .  I know what is in this contract, and I can tel l you 
it is the best damned contract we ever negotiated with 
the trucking in dustry . It wi l l  serve the needs of our 
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mem bers and that  was the u n i o n ' s  o b l igation . . . .  
I t  was sai d early i n  o u r  negotiati o n s  by one 

i l l u str ious government offici a l  t hat i f  we broke the  
wage standard i t  would be a n  aggression against  the  
A merican people .  One th i n g  I have  fo u n d-that a 
polit ician ' s  rhetoric is bad medicine at the bargain ing  
table,  especial ly when he does  h is  bargain i ng i n  press 
releases instead of at the ta ble .  ' 

So we ignored that,  and we have concl uded that o u r  
sett lement was an  aggressi o n  against  eco n o m i c  fol ly ,  
and I wi l l  deal  with that shortl y .  

Now,  i n  ad dit ion to o u r  M aster Freight n egot ia
ti ons,  we have some other b ig  contracts to negoti ate 
th is year .  We h ave presently the National  A utomobi le  
Transporters n ational  agreement and we have the 
Teamster agreem ents with U n i ted Parcel Service . A l l  of  
these agreements are pattern- setters for other  Teamster 
negotiations .  

I n  the  car  haul  a n d  U PS negotiat ions,  o u r  approach 
is the same as i t  was in  frei ght .  To get what our  
mem bersh ip needs to  s t ay a floa t .  

A n d  what about the state o f  t h e  vol u ntary wage 
and price g ui del ines? So far they have not m ade a dent 
in  stem m ing the t ide of i n flati o n .  Price r ises i n  food,  
energy and housing have s kyrocketed. And wh ile t he 
guidelines were i n i t ia l ly p roposed "to halt  an i n flat ion 
psychol ogy," who can deny the current reality of a 1 3  
percent i n fl ation rate? . .  

As  I said at the begin ning,  the state o f  today's 
economy and the rea l problems o f  i n flation are m i n d  
boggl ing .  

There is  no para l le l  s ituation in  recent history . Take 
for example President Kennedy's  J a n uary , 1 962 wage 
guidel i ne of 3 . 2  percent,  imposed at a t ime when 
inflation was run n ing at  only 0. 7 percen t .  Oh ! fo r the 
good old days, which were not  real ly  so l o ng ago. 

And look at  the situation that existed m o re recently 
with the N ixon pay board ,  o f  which I was a member
staying on even after a l l  the other labor mem bers 
bowed out .  Those wage g uidel i n es were set at 5 . 5  
percent,  excl uding fri nge benefits , while i n flat ion was 
sti l l  in  the 4 percent range. 

I n  my opi n i o n ,  this Admini strati o n ' s  goal  of  7 .4 
percent i n flation. in 1 979 is l i ke ho ld ing o n  to the 
impossible dream,  and I for one l o ng ago gave up 
believi ng in the tooth fairy.  

I believe we wil l  be doing wel l j ust to hold  o u r  own . 
Now there has been a lot of ta lk  about a possi ble 

recession l ater this year . I am not an  econo m ist ,  nor do 
I own a crystal ba l l ,  but  I dare say that even after the 
cycl ic  recovery o f  a recess ion ,  we sti l l  wi l l  h a ve to cope 
with a pretty hefty i n flat ion rate i n  the next th ree years . 

A n d  o f  course the b ottom l ine  o f  the A merican 

economic  system IS and a lways wil l  be-consumer 
spen d i ng .  

A n d  whether o r  not  prices wi l l  con t inue to rise a n d  
speculative b uying remains  h igh,  the betti ng is  that 
consumers will  fast be fed up with constant high prices .  

And let me rem i n d  you that i n  a l l  olir  negotiations ,  
we are represent ing a total o f  some t o  m i l l ion  people 
who a re Team ster members and thei r  fam i l ies.  

Tea m sters are consumers, wage earners,  taxpayers,  
homeowners,  a n d  too,  they a re v oters. 

In short they are M r .  and M rs .  A m erica, and they 
a re very much affected by today ' s  badly m anaged 
nat ional  eco nomy.  

As  you know,  we a re not a lone i n  our stan d .  
Douglas Fraser, Presi dent o f  t h e  U n i ted A uto Workers 
who sits down with Ford, G . M . ,  and C h rysler this 
year,  has called the Carter i n fl ati on  standards sel f
dest ruct i ng a n d  has  to l d  the A d m i n istration to stay the 
hel l  out  of  h i s  n egotiat ions .  

Peter B o m m arito o f  the U n ited R u b ber Workers 
has been m uch m o re b l u n t .  

So,  I t h i n k  t h a t  w e  c a n  s a y  t h a t  t h e  year 1 979 was 
the year  in  w h ich the White H o use tried to a b rogate 
the free co l lecti ve bargai n i ng p rocess, and i t  wi l l  a lso 
be known as the year that unions stood thei r  gro u n d  
agai n st s u c h  an i ntrusi o n .  

I th ink  t h i s  i s  im portant b o t h  to yo u ,  m a n y  of 
whom are deeply i n v o l ved i n  the management end,  and 
to m e ,  deeply i n vo l ved in the labor  end . I mainta in  that 
col lecti ve bargai n ing  is  an  equal  partner i n  the free 
enterpr ise system . 

Y o u  a n d  I h ave an o b l igation to m a ke the free 
enterprise system work-and for one  s i m ple reason
the al tern atives are frighten ing  a n d  u nacceptable .  To 
do this, we h ave to be leery of pol it ici a n s  hold i ng o ut 
easy solut ion s .  There are n o  easy so l ut ions .  

Seriously,  we m ust get  a gr ip  o n  our economic  
problems,  and 1 980 wi l l  be  an opportuni ty to do s o .  
We m ust h ave candidates w h o  wi l l  address o u r  badly 
man aged econ omy,  h uge federal deficits,  a workable 
energy policy,  ca ndid ates with workable sol uti ons  to 
the imbalance o f  trade and the consequent l oss of  
A merican jobs .  

We need candidates ready to  b ite the  b u llet of h ard 
facts, a n d  I for one wi l l  be look i ng for a man or 
'wo m a n  ready to do so regard l ess of the pol i ti cal  
consequences .  

Perhaps if  we achieve that,  y o u  who are fi nancial  
an alysts wi l l  h ave a more p leasant task and can be 
i n�ovative for the " good of  A m erica instead of j ust 
ho ld ing o u r  gro u n d .  

Tha n k  you . 
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SOR PERISCOPE 

One strike ends, 
another drags on 

As we go to press, the nearly two
month str ike by 1 8 ,000 machin ists. 
that shut down U n i ted A i rl ines,  
the n atio n ' s  l a rgest com merci a l  
carrier, appears to b e  over.  

Leaders of  the I ntern at ional  
Associati on of M achini sts ( l A M )  
report that the co ntract i s  being 
overwhel m i ngly rati fi ed .  

Vari o us reports peg the new 
contract as bei ng in excess of 30 
percent in w ages and benefits  over 
three years.  W h i le exceeding the 
A d m i n i st rati o n ' s  7 percent wage
p rice gui del i nes,  the pact also ap
pears to exceed the contract be
t w e e n  m a c h i n i st s  a n d  T r a n s  
World A irl i nes reached last Octo
ber. Spokesmen for I n flation Czar 
A l fred Kahn had p reviously indi
cated that  t h ey would accept a 
contract s imi lar  to the TWA set
t lement,  s ince they viewed that 
pact as a " pattern settlement" for 
t he i n dustry, and s i nce it went i n to 
effect prior to the guidel ines .  

H owever, o n e  source close to 
K ah n  con fided , " I ' m  not  so sure 
we could do anything to the l A M  
o r  U n i ted even i f  w e  find the con
t ract o utside our guidel i nes . . . .  
Let 's  face i t ,  the whole program is 
a shamb les . . . .  " K ah n  in a n  inter
view with the New York Times 
said he didn't  see any hope fo r the 
present program i f  the i n flat ion 
rate staye� a bove 10 percent :  " We 
m ight as wel l �ive up . . . .  " 

Other so urces report that the 
A d m i n i strati o n  is  taking a "good 
hard look at some very unpopular  

option s , "  inc luding mandato ry 
control s .  " I t  looks l i k e  we are 
go i ng to have to come up with 
something befo re the a uto con
tract , "  an a i de to Kahn stated . 
The contract between the auto in
d us t ry and t h e  U n i ted A u to
workersexpi res in  m id-Septem 
ber . 

M ea n w h i l e ,  a n o t her  str i k e  
forced b y  t h e  Carter austerity pol
icies i s  d r agging o n .  

S p o k es m e n  for t h e  U n i t ed 
R ubber Workers and U n iroyal ,  
the nat ion's  t h i rd l a rgest rubber 
co m pany,  said that t hey would  
come back to the  bargain ing table 
this  week in  a nother effort  to sett le 
the now t h ree-week-old  stri k e .  

U R W leaders  c o n t i n u e  to  
charge that  govern m ent i n terfer
ence, a imed at ho ld ing the con
tract within the 7 percent gu ide
l i nes,  is the principal  o bstacle to a 
pattern-sett ing pact for the r u b ber 
i n d ustry; b ut o ther sources i n di
cate that U n i roya l ' s  rat ional iza
tion pol icy hnd com pany pol i t ics 
are also playing a d i sruptive role .  
Some industry people  expect the 
stri ke to continue into the sum
mer.  

Steelworkers u n ion 
u nder CFR seige 

V i ce President Walter M ondale 
a n d  National  Security Advisor  
Z b ign i e w  B rzezi n s k i  m et two 
weeks  ago fo r several ho urs in a 
closed-door sessio n  with the Ex-

ecutive Board of  the U n ited Steel 
Workers.  U S W  spo kesmen l ater 
announced that the Executive 
Board had decided to s upport the 
proposed S A LT II  treaty , in  a 
b reak with the national A F L-CIO 
leadershi p .  

The E x e c u t i v e  Board t o o k  
som e  other actions which left 
m any l ocal Steelworker leaders 
confused . For example, many lo
cal  leaders expected a ringing 
reaffirmati o n  of  support for n u
clear energy development from 
the prev iously strongly pro nu� 
clear U S W  leadership .  I n stead, 
the board called fo r a crash pro
gram to develop solar energy. 

The Pittsburgh Press, whose 
editors are thought to be leaning 
toward s upport for N ATO Su
preme Comm ander Gen . A lex
an der Haig in  the 1 980 Presiden
t ial  race, says that the USW under 
President Lloyd M c B ride is  "be
g i n n i ng to resemble" the Uni ted 
A uto Wor kers union in its policy 
formul atio ns .  This  shi ft  toward 
"left socia l "  issues and away from 
strong support for n uclear energy 
is most  im portant ,  com mented the 
Press. 

The U SW m ight very wel l 
soon fin d  itsel f in the camp of  
Doug Fraser 's  U A  W and Wimpy 

Win pisi nger's machin ists .  This  
grouping i s  the corne rstone o f  su
pOJt for Ted Kennedy i n  the labor 
m o vement .  M c Bride,  who was 
el ected U SW President  in 1 97 7  
over U A  W-backed environmen
t a l i s t  E d w a rd S a d l o w k s i , wi l l  
probably never s o u n d  l ike solar  
fre a k  W i n p i s i n ge r ,  b u t  some 
USW leaders point  out  that  his  
cu rrent si lence on n u clear power 
hurts a lm ost as m uch . One U S W  
n a t i o n a l  leader h a s  s a i d  it  m a y  
t a ke a yea r before t h e  u n i o n  does 

• anyt h i ng on the n uclear energy 
issue-th ough he ass ures people 
that  "we are st i l l  p ronuclea r . "  
M any local  Steelwor kers leaders 
a r e g r o w i n g  i m p a t i e n t .  " W e 
didn ' t  p u t  M c B ride in offi ce fo r 
th is  ga rbage,"  said o n e .  



;' AMERICAN SYSTE 

Mathew Carey on 
protection vs . free trade 

A s the U.S. economy worked itself 
into a near ojJicial recession over 
the last quarter, Ireland, once the 
impoverished colony of the British 
Empire, continues its remarkable 
economic growth (see our ECO
NOMIC SUR VE y) '  

Considering that irony, we are 
reminded of the little known-to
day-but injluential political eco
nomic writings of Mathew Carey, 
the 1 9th century Irish republican 
who was a close working collabo
rator of Benjamin Franklin, Alex
ander Hamilton, and other jighters 
l'or the new A merican republic. . 
Carey, in fact ,  came to the U.S: 
a.lier being kicked out ol lreland 
for "defaming " the British. 

In his speeches and writings, 
Carey advocated a national policy 
commitment to foster domestic in
dustry in the United States. This 
included a policy of protective tar

(If ... which in his time was the mos1 
appropriate defense against the 
economic warfare heing waged by 
Great Britain under the rubric oj 
' free trade. " 

We quote helow from the series 
oladdre.ues which Care l' delivered 
t� the Philadelphia Society for the 
Promotion ol National lndustr l' in 
I R I 9. · . I 

. . .  Po litical Economy shaI I  be the 
subject of these essays. In its 
broad and l iberal sense, it may be 
fairly styled the science of pro mot
ing human happiness . . . .  

. . .  As a prel iminary step, we 
propose to establish the utter fal
lacy of some.  maxims,  supported 

by the authority of the n ame of 
Adam Smi th ,  author  of The 
Wealth of Nations, but pregnant 
with certain ruin to any nation by 
which they m ay be carried into 
operation . . . .  

. , . . .  The  ma in  propos i t ion 
w hich we at present combat, and 
to which we here confine ourselves 
is, that, 

" I f  a foreign country can sup
ply us with a commodity cheaper 
than we ourselves can make it, 
better buy of them with some part 
of the produce of our own indus
try ,  employed in a way in which 
we have some advantage ."  

The  only rational mode of test
ing the correctness of any maxim 
or principle is to examine what 
h ave been its effects where it  has 
been carried into operation,  . . .  

Great Britain affords a fel ici
tous instance for our purpose . . . .  

There are above a mil l ion peo
pie of .both sexes and of all ages, 
employed in that country, in the 
woollen and cotton manufactures . 
By their industry in these branch
es, they make for themselves and 
fami lies a comfortable subsist
ence . They afford a large and 
steady market for the producti()ns 
of the earth , giving support to, 
probably, at least a mill ion of per
sons engaged in agriculture; and 
moreover, enrich the nation by 
bringing into it  a wealth from
nearly a I I  parts of  the earth . The 
i mmense sums of  money they thus 
introduce into their native coun
try afford means of employment 
and ensure h appiness to mil l ions 

o f  other subjects . . .  
From this cheering prospect, 

let us turn the startled eye to the 
m a s ses of m i sery w h i c h  D r .  
Smith's  system would produce; 
and we shall. then behold a h ide
ous contrast which, we trust, es
caped the doctor' s  attention . . . .  

The East Indies could at all 
times, until the recent improve
ments in machinery, have fur
n ished cotton goods at a lower 
rate than they could be manufac
tured in England, which had no 
other means of  protecting her do
me.stic industry, but by a total pro
hibition of the rival fabrics . Let us 
suppose that France, where la
bour and expenses are much lower 
than in England, has possessed 
herself of machinery, and is  thus 
enabled to sell woollen goods at 
ha l f, three- fourths ,  or seven
eights of the price of the English 
rival commodities . Suppose, fur
ther, that articles manufactured of 
leather are procurable in South 
America, and iron wares i n  Swe
den, below the rates in England. 
Then, i f  the statesmen of  the last 
nation were disciples of Adam 
Smith, as " foreign countries can 
supply them with those commod
ities cheaper than they themselves 
can make them," they must, ac
cording to the doctor, "buy from 
them with some part o f  the pro
duce Qf thei r own country ,"  and 
accordingly open their ports free
ly to those various articles, from 
these fo u r  particular nat ions .  
Who can contemplate the result 
without horror? . . .  

Industry paralyzed and the 
enormous floods of wealth ,  drawn 
from their colon ies, answering no 
other purpose but to foster and 
encourage the industry, and pro
mote the happiness of rival na
t ions;  and all obviously and un· 
deniably the result of the system 
of "buying goods' where they are 
to be had cheapest ,"  to the neglect 
and destruction of their domestic 
industry . . . .  



NERG 

London oi l wire -leaks 

classified CIA scenario 

Next to James Rodney Schlesin
ger's Department of Energy, the 
agency in  Washington with the 
least credibi l i ty is the Central I n
tel l igence Agency under Admira l  
Stansfield Turner . In  a c lumsy bid 
to overcome this credibi lity gap, 
the CIA has come up with another 
of its world oil analyses . This time, 
the agency appears to be using the 
classic "control led leak" tactic . .  

A newsletter titled London Oil 
Reports has somehow managed to 
get an exclusive leak of a sti l l  
classified C I A  study, "The Oil 
M arket Through 1 982," i n  i ts 
M ay 1 4  issue. This document 
claims that there wil l  be a 0 to I 
percent growth i n  the amount of 
world o i l  avai lable i n  the next 
three years. According to the re
port, "CIA analysts believe that 
the static supp ly situation wi l l  
trigger an accelerated scramble 
between developing nations and 
the industrial ized Wes� for avai l 
able o i l ,  a competition that wi l l  be 
heightened and sharpened by the 
absence of any effective interna
tional mechanism for al location 
of oil supplies . "  The report adds 
that the situation does not evalu
ate the consequences of el imina
tion of nuclear power growth in 
the U .S .  "and that (nuclear pow
er-cd . )  could become doubtful in 
Europe as well , if  a n uclear power 
plant accident were to take p lace 
there duri ng the next 1 2  months . "  

M a n y  remem ber t h e  l a s t  
time-in 1 977-the CIA issued a 

world oi l  study . I t  predicted a de
cl ine in world oil supply begin
n ing i n  the early 1 980s leading to 
increased USSR-U .S .  confict over 
Persian Gulf  o i l .  That report, pre
pared by Walt M cDonald using 
widely discredited l inear projec
tions was disputed at the timc.  
But,  Schlesinger cited that report 
as the just ification for his dracon
ian energy austerity approach of 
the National Energy Act. 

N RC i mposes three-month 
l icensing moratoriu m  
The Nuclear Regulatory Com
m ission has ruled to impose a 
moratorium for at least three 
months on al l n uclear plant l icen
sing while safety lessons from the 
Three M iJe I sland incident are 
being "studied . "  The deci sion 
came i n  a ruling by fou r  of the five 
N RC commissioners on a recom
mendation by Commission Reac
tor Regulation Director Harold 
Denton .  Denton was in charge of 
the o n-site NRC operations at 
H arrisburg during the incident . . 

N RC chairman Joseph H en
drie, who opposed any morato
rium as unnecessary, was out i l l .  
I n  h is  absence, Commissioner 
Victor Gi l insky, the most consist
ent-along with Peter Bradford-
of the antinuclear N RC commis- . 
sioners, chaired the session and 
approved Denton's moratorium 
plan. Gi l insky's background in -. 
c ludes a stint at RAND Corpora
tion i n  the I 960s when Schlesinger 

was there doing strategic studies .  
He is also a member o f  the Lon
don I nternatio nal  I nst i tute of  
Strategic Studies ( I ISS) .  Commis
sioner R ichard Kennedy angrily 
protested not receiving adequate 
notice of the moratorium deci
sion . The "swing vote," Commis
sioner John Ahearne, who is con
sidered a close Schlesinger ally 
from the Department of Energy , 
sided with the two antinuclear 
members. 

The moratorium could seri
ously cloud the future of nuclear 
energy in the U .S .  A lready more 
than 25 percent of U . S . nuclear 
capacity- 1 9  reactors-are shut 
down i n  the wake of Three M ile 
Is land for an indeterminate peri 
od . As many as I I  nuclear reac
tors could be eligible for NRC 
licensing th i s  year . These I I  reac
tors, if brought on l i ne, would 
generate the annual equivalent of 
1 20 mi l lion barrels of oil, more 
than 60 percent of the amount of 
petroleum that would have been 
normal ly imported from I ran . 

Exxon head pred icts 20-year 
gas shortage 
Exxon Chairman Clifton C. Gar
v in stated recently that American 
comsumers can expect "to be on 
the ragged edge of price and sup
ply for 20 years or  more . "  He also 
stated that the current Cal i forn ia  
gasol ine shortage i s  the resu l t  of  
government pol icy and consumer 
hoarding, not o i l  company ac
tions. Garvin down played the  
prospects of so lar  energy to  meet 
any basic s upply  i n  the  U . S . :  
"There i s  just t o o  m uch m on ey 
invested in eq uipment that uses o i l  
and  gas ,"  he sa id .  "The  cost o f  
ch anging the nat ion to  sol ar, even 
i f  i t  were even poss ib le  would be 
p ro h i b i t i ve l y e x p e n s i ve . "  H e  
added in concl us ion :  "There i s  n o  
central problem i n  energy _ no one  
th ing to focus on ."  

--William Engdahl 



FACTS BEHIND TERRORIS 

I ta l ia n i nvest igat ion u ncovers 
Bertra nd Russel l  networks behind terrorism 

I n  the  next several weeks,  a team 
of I tal ian magistrates involved in 
the investigation of the terrori sts 
who are charged with the kidnap
ping and assassination of former 
I t a l i an Pr i m e  M i n i s ter  A l d o  
M oro, wi l l  visit the U nited States 
to collaborate with U . S . officials 
in uncovering more of the inter
national network behind the I tal
ian Red Brigades . 

Since early Apri l ,  the Itali an 
investigation h as led to the arrest 
of over 60 indiv iduals for terrorist 
activities: M ost of them are mem
bers of the "Autonom i"  move
ment-the above-ground support 
co mmittees of the Red Brigades 
which have operated freely inside 
Italian un ivers it ies . 

The break i n  the investigation 
was the arrest of Professor Toni 
Negri of the U niversity of Padua 
Pol i tical Science Department. By 
traci ng the activities of Negri, 
now accused of being the m aster
mind of the k idnapping and mur
der of M oro antiterrorist officials 
operating in France, Italy and 
West Germany have succeeded in 
tracing the internati onal contacts 
of the Ital ian terrorists . 

On M ay 2 1 ,  L ' Unila, newspa
per of the Ital ian Comm unist Par
ty, exposed one of  Negri's inter
national organizi ng efforts which 
brought together in London rep
resentati ve's of the "autonomist" 
movement from West Germany, 
Britain ,  France ,  and the U nited 
States . The conference, held from 
July 10 to 1 4, 1 976, was jointly 
organ ized by Negri and a London 
co lleague, M r. John Meryington .  
I t  took place a t  Meryington's 

Un iversity Institute. Represent
ing the U nited States were Negri 's  
collaborators from the Telos net
work created by Bertrand Rus
sel l-a spl i t -off called "Zero 
Work ."  

Tracing Negri 's  defenders in  
the Uni ted States has  uncovered a 
terrorist and support operation of 
proport ions which encompass the 
I ta l ian terror is ts ,  the Baader
M einhof networks,  and one of the 
bloodiest of  al l  terrorist groups,  
Black September . 

The "Zero Work" group has 
organ ized a Negri defense opera
tion in  the Uni ted S tates , call ing 
itself the " Committee Against 
Repression in  Italy ," to organize 
demonstrations and funds to op
pose I ta l ian anti-terrorist effort. 
Top figures supporting the Com
mittee have been identified as Paul 
Sweezy , a known B ritish i ntell i
gence operative who published 
Monthly Review; Sweezy associ
ate, Harry M agdoff, a cultural an
thropologist l inked to operations 
of  the Puerto Rican terrorist  
group,  M I RA;  Sylvia Federici , 
head of "Zero Work" and associ
ate of Potere Operai founder, Paul 
Piccone; Bertell U llman, Profes
sor at New Y ork U ni versity and 
an editor of  Marxist Perspectives, 
and Martin G laberman,  formerly 
of  the Socialist Workers Party, 
now l iving in M ichigan . 

Glaberman's M ichigan net
work i ncludes Abdeen J abarra, a 
leadittg " Palestinian rights" op
erative for the Institute for Policy 
Studies. Jabarra also serves as the 
M id west contact point  for " Dr. 
Med i ,"  the New York-based head 

of  the Arab-American Action 
Committee. M edi was an opera
tive for Israeli intelligence and the 
FBI's  Divis ion Five who acted as 
the New York control point for 
the Black September terrorist or
ganization following the 1 972 
m assacre at the M unich Olympic 
Vi l lage . 

u.s.  terror wave readied 
In the last three weeks, prison es
capes in Seattle, Wash ington and 
New York City indicate that U .S .
based terrorist organizations are 
logistically ·operative. 

In  Seattle, John Sherman, a 
leader of the George Jackson Bri
gade, which ended its operations 
when the r ing was apprehended in 
November 1 977 ,  managed to es
cape his prison guard . This  is the 
second time that Sherman has es
caped from custody . 

In New York, Edward Mor
ales , the F A LN terrorist who was 
seriously injured when a " Bomb 
factory" located at h is Queens, 
New York apartment exploded, 
mysteriously escaped from the 
Bellevue H ospital Security Ward. 
M o rales, who lost  the use of both 
hands in the explosion ,  is  al leged 
to h ave c l imbed m i raculous ly  
from a window us ing an ace band
age. 

M orales i s  defended by Attor
ney Wi ll iam Kunstler, who has 
been i nvolved in a "Support Ne
gri" style com mittee defending 
West German terrorists that are 
members of the Baader-Mei nhof 
gang and Red Army Fraction . In 
1 978 ,  shortly after the murder of 
West German ban ker Jiirgen Pon
to, Kunstler hosted a New York 
visit by Sigrid H uth and other 
West Germ an lawyers who were 
defending the terrorists. 

The fact that the broad acti va
tion of the U . S . -based terrorist 
support network coincides with 
the terrorist prison escapes sug
gests that a major outbreak of 
terrorism in the U n ited States i s  
once again  being planned. 

-Michele Steinberg 



WORLD T RADE REVIEW 

N ew trade deals  

Chino from Canada 

Poland from Japan 

Japan from W. Europe 

U.S. from Japan 

I reland from U.S .  

luxembourg f rom U.S .  

Indonesia from Japan 

USSR from Italy 

Soviet Union from U .S .  

I I I  

I I I  

" 

U = U ndetermined 
N A p  = N ot applicable 

N Av = Not avai lable  

Credit l ine for purchase of goods and services by Chino 

from Canada 

Credit l ines issued for Polish purchase of foundry and 

chemical equipment and semi-finished textile goods 

Toa Domestic Airl ines purchases 6 Airbus jetl i ners, takes 

options on 3 others 

SRC-II coal l iquefaction plant to be built in W. Virgin ia 

I reland's Electricity Supply Board i s  purchasing equi pment 

for a Shannon estua ry power plant, including $46 mn to 

Foster Wheeler Energy Corp. for coal-fired boilers 

Guardian Industries will build a flat glass plant 

Toshiba Corp. wil l  supply equipment for a hyd roelectric 

power station in  northern Su matra to P.T. I ndonesia 

Asa han Aluminium (jt. Indonesian-Japa nese firm) 

Montedison will build a large plant for the manufacture 

of leather additives ( in Ukraine) 

Ampex sel l s  video tape recorders and related equipment 

U.S. from E .  Germany 

, Status, 
I :; signed, work i n  progress 

I I  = signed, contracts i ssued 

III = deal s igned 

IV ;::: i n  negotiation 

V = preliminary talks 

C$2 bn 

$900 mn 

$225 mn 

NAv 

$ 1 36 mn 

$75 mn 

$62.4 mn 

NAv 

$7 mn 

E.  

Germany 

wil l  supply 

250,000 to 

300,000 
tons/yr 

potash to 

Phi l l ip  

Brothers 

Export 

Development 

Corp .  of 

Canada to 

Bank of China 

($370 mn is  

unused l i ne of 

credit from 

1 976) 

NAv 

J a pa nese gov't. 

wil l  invest 

$ 1 75 mn 

$ 1 1 5  mn 

Eximbank loan 

NAv 

NAv 

NAv 

NAv 

NAv 

I I I  

I I I  

I I I  

Ag reement 

i n  principle 

I I I  

Memo of 

understand 

ing with 

luxembour 

g gov't 

Order 

received 

I I I  

NAv 

NAv 
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Gold May 2 1  262.00 
london afternoon fix ing 22 265 .40 260 

23 264. 1 5  
250 

24 263.75 
25 270.60 

230 

4/2 4/9 4/ 1 6  4/23 4/30 5/4 5/ 1 1 5/ 1 8  

The dol lar  M�y 1 8 1 .92 1 8  
i n  deutschemarks 2 1  1 .9 1 80 
New York late afternoon A - - / 22 1 .9 1 71 r 23 1 .9 1 30 

24 1 .9 1 1 8  -1 .85 

'-1 .80 

4/2 4/9 4/1 6  4/23 4/30 5/4 5/1 1 5/ 1 8  

T h e  dol lar  i n  yen May 1 8  2 1 9.25 
New York late afternoon 2 1  2 1 8.60 

22 2 1 9.25 
23 2 1 8.60 
24 2 1 8.65 200 

1 90 
4/2 4/9 4/1 6  4/23 4/30 5/4 5/1 1 5/ 1 8  

The dol lar May 1 8  1 .7400 1 .80 

in  Swiss francs 2 1  1 .7362 
New York late afternoon 22 1 .7370 1 . 75 

23 1 .7325 
24 1 .7335 

1 .65 

4/2 4/9 4/1 6  4/23 4/30 5/4 5/1 1 5/ 1 8  

The British pound May 1 8  2 .0545 2. 1 5  

i n  dol lars 2 1  2 .0445 
New York late afternoon 22 2 .0480 

23 2 .0575 2.00 

24 2 .0550 1 . 95 

1 90 
4 . 2  4/9 4/ 1 6  4/23 4/30 5/4 5/ 1 1  5 ' 1 8 
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