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EDITORIALE

The Bechtel Scandal

This month Multinational Monitor publishes an ex-
clusive, ground-breaking report on allegations of bribery
against the Bechtel Group, and on the role of the U.S.
nuclear industry in South Korea. The result of a nine
month investigation by Multinational Monitor, Nautilus
Research, and Mother Jones, the article was released to the
press on April 20 and was immediately picked up by the
major news media, ;

The story is a powerful commentary on the degree to
which the U.S. governement works in the interests of the
giant corporations. It also raises disturbing questions
about the close ties between the Reagan administration and

the Bechtel Group, about the exercise of U.S. power in,

South Korea, and about the ability—or willingness-—of the
U.S. government to enforce laws that negatively affect cor-
porations.

As detailed in our story, the U.S. government has sup-
ported multinational corporations in Korea in three
general ways:

® Through the U.S. Export-Import Bank, the govern-
ment has funded a multibillion dollar bailout of the
nuclear industry by lending money to Korea to buy reac-
tors from market-hungry U.S. vendors. In other words,
the American taxpayer subsidizes an industry, rejected at
home, through public funds that allow the companies to
sell their reactors and engineering services overseas.

e By supporting military governments in South Korea
through direct aid and a closely integrated military com-
mand, the U.S. provides American firms with a security
shield that gives companies like Bechtel, Westinghouse,
General Motors, Cargill, and AT&T the opportunity to ex-
ploit a virtually strike-free labor force and take advantage
of lax environmental standards and a dependable, govern-
ment-regulated market. For the nuclear companies, the
repression of democratic rights by the South Korean
government removes an important obstacle—public op-
position.

e By linking U.S. government loans to its military com-
mitment to South Korea, the government gives American
firms powerful leverage to reinforce their market and in-
vestment positions. Often unstated, such pressures are
acutely felt by the Koreans, and take on added dimensions
when high officials of the U.S. government—such as
Secretary of State George Shultz and Secretary of Defense
Caspar Weinberger—come from a company with extensive
business dealings in Korea.

Multinational Monitor and Mother Jones have made no
specific  allegations against Shultz and Weinberger
concerning Bechtel’s activities in South Korea. But, accor-
ding to Daniel Charboneau, a former Bechtel official, both
men were in a position to know about the alleged bribery.
As men entrusted with the management of U.S. foreign
and military policy, it is proper to ask of such officials the
same question that Senator Howard Baker asked of Presi-

dent Nixon during the Watergate hearings: what did they
know, and when did they know it? The American—and
Korean—people have a right to be informed if they were in-
volved, and to be reassured if they were not.

Answering these questions, exploring the U.S.-Korea
relationship, and untangling the Bechtel mystery in Korea
requires a full legal investigation. But so far, the role of the
FBI and the Justice Department is not encouraging. The
FBI took nearly two years to issue a subpeona to Daniel
Charboneau after he gave the agency documents and
testimony that implicated Bechtel in acts of bribery (last
summer, when Charboneau contacted the FBI from Hawaii,
the agency said they didn’t have the funds to send someone
to talk to him). And according to Bechtel’s official
statements on the bribery allegations, neither the FBI or
Justice has been in touch with the company as of the end of
April.

Why not? Is it bureaucratic inertia? Or is the Bechtel in-
fluence in the government so strong that officials are reluc-
tant to pursue the case?

The other arena for investigation, of course, lies in the
Congress, especially in the committees working to preserve
the Foreign Corrupt Practices Act and those that oversee the
U.S. Export-Import Bank. But prodding Congress to in-
vestigate the Bechtel affair will require citizen pressure—and
in this process, the press can play an important role. The
fact that the media in South Korea is under such tight con-
trol makes this obligation even stronger.

As we have learned from Watergate and Vietnam, an in-
dependent press is indispensable to protecting a democratic
people from the arbitrary use of power.

The whistleblower

On the day our story was released to the press, the
whistleblower, whose allegations are the primary basis for
the FBI inquiry and our own story on Bechtel, announced
that he wished to go public to protect himself and to ensure
that a thorough investigation is conducted.

Daniel Charboneau, 52, joined Bechtel in 1974 and served
as the assistant to Bechtel’s regional representative in Korea
from 1978 to 1980. A former Maryknoll priest and mis-
sionary to Korea from 1961 to 1970, Charboneau left
Bechtel after the September 1980 meeting (described on p.
15) when he was asked by the company not to return to
Korea. In the next few months, he says, Y.S. Cho and
Bechtel harassed him, spreading rumors that he was taking
bribes and ordering Bechtel employees in Korea not to
socialize with him or his family.

Charboneau was subsequently fired from his job at 3M in
Seoul, only days after receiving his subpoena from the
Justice Department. Once an $80,000 a year executive,
Charboneau currently teaches basic skills to American
soldiers in Korea for $7.50 an hour.
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CARIBBEAN BASIN

U.S. AID in Haiti: throwing good money after bad

by David Kinley

TORBECK, HAITI—Peasant women
and children gather along the steep walls
of thHis concrete irrigation canal every
morning to bathe in the mountain-fed cur-
rent and gather the day’s drinking water
in hollow gourds and brightly colored
vinyl washtubs. Adjacent to the canal,
however, the cornfields have been parch-
ed by yet another season of slack rainfall
in this remote rural community on Haiti’s
southern peninsula.

The life-giving waters have flowed un-
tapped past wilting crops for over twenty
years now because sccondary canals are
incomplete. Local farmers are frustrated,
so frustrated they broke the main canal
early last year to drench their fields.

“We're tired of being lied to by the
district officials,”” shouts one farmer,
dismayed that frequent funding cutoffs
have delayed this irrigation project for so
many years. Noting he hasn't seen a
government check for nearly four
months, a district agronomist explains
that the irrigation project would be more
popular if it had devoted more resources
to working with the peasants and less to
building its elaborate and now virtually
empty headquarters in Torbeck.

The scene stands as a stoic, and all too
typical reminder of the failings of U.S.
‘‘development assistance’’ in Haiti, the
most impoverished nation in the western
hemisphere and a country for which the
Reagan administration is secking greater

foreign aid for the third consecutive year,
over the objections of human rights ad-
vocates, grassroots development workers,
and activists in the Haitian exile com-
munity in the U.S.

Back in the mid-1970s, the U.S. Agency
for International Development (AID)
allocated some $3.7 million to providing
irrigation for over 20,000 acres of prime
farmland in this watershed area surround-
ing Torbeck and in northern Haiti., But
after nearly $I million of project funds
has been spent on ‘‘technical services’’
from a Port-au-Prince consulting firm,

the farmers around Torbeck have yet to
see any substantive benefits, except for
sporadic low-wage construction work on a
few still incomplete secondary canals.
The irrigation scheme around Torbeck
is, indeed, the lone surviving component
of what was once the most ambitious AID
development initiative in Haiti—the $22.6
million “Integrated Agriculture Develop-
ment Project’” designed to revamp the
operations of the Ministry of Agriculture
and assist the country’s half-million small
landholders to grow more food and in-
crease their meager incomes, which
average only about $150 annually. But
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Widespread corruption undermines U.S. AID’s
programs in Haiti. Here, a bag of AlD-issued corr.
meal for distribution to Haiti’s malnourished people
and clearly stamped ‘‘not to be sold or exchanged' is
sold in a Haitian marketplace.
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more than six years later, shortages of
Haitian matching funds and difficulties in
moving the entrenched Haitian bureau-
cracy have led AID officials to slash plan-
ined efforts in soil conservation,
agricultural research and extension, and
management training. They now label the
entire venture ‘‘a fiasco.””

In this predominantly rural country
where an estimated 80 percent of the five
million people suffer from varying degrees
of malnutrition, aiding the rural poor
became the raison d’etre of the U.S. AID
program in Haiti when it was reactivated
in 1973, after a ten-year suspension in-
itiated by President John Kennedy, who
was repulsed by the ruthless rule of Fran-
coise “‘Papa Doc’’ Duvalier. With the suc-
cession of son Jean Claude to the office of
‘‘President for Life,”” AID launched a
panoply of new development projects
from rural roads and peasant cooperatives
to population control which, together
with sizeable shipments of ‘‘Food for
Peace,’’ cost more than $250 million over
the past decade.

But despite volumes of rhetoric about
““meeting basic needs’’ in project planning
documents, a comprehensive evaluation
produced in 1982 by the U.S. Government
Accounting Office stated, ‘““The AID pro-
gram has had a limited impact on Haiti's
dire poverty....Project results are
generally unsatisfactory.’”” Indeed, a
special report prepared for the U.S. AID
Haiti mission in 1982 warned, ‘‘Haiti is a
country facing a severe, protracted and
apparently cumulative economic crisis.
...Per capita food and agricultural pro-
duction has been declining for the last
decade, if not longer.”’

Internal AID evaluations disclose that
most development projects suffered from
delusions about what could be accom-
plished working with the notoriously cur-

rupt, backward Haitian bureaucracy.
Road projects designed to stimulate rural
commerce, for instance, had to be

drastically scaled-back due to organiza-
tional mismanagement, equipment mis-
use, and outright theft, Government ad-
ministered farm credit programs took lit-
tle initiative in granting loans to the
neediest producers and instead lent to
better-off ‘‘modernized’’ operators who,
more often than not, failed to repay.
And projects aimed at stimulating pro-
duction of coffee—Haiti’s chief cash crop
and foreign exchange earner—through
formation of peasant cooperatives
miscalculated farmer behavior. With cof-
fee producers being taxed at a rate
equivalent to an urban dweller earning




$40-50,000 per-year, it’s little wonder that
smallholders shifted to growing more
food while coffee exports plunged
throughout the past decade.

Responding to the deepening economic
c¢risis in Haiti, the arrival of hundreds of
illegal ‘‘boat people’” on Florida shores,
and the Reagan administration’s rhetoric
of *‘supply-side foreign assistance,’”’ U.S.
uid agencies have initiated a drastic refor-
mulation of development strategies for
Haiti in the 1980s. Under the ‘‘Caribbean
Basin Initiative’” proposed by President
Reagan in 1982 and enacted in August
1983, the focal point of U.S. foreign aid
in Haiti has shifted to assisting develop-
ment of the private sector.

Sporting a modish safari suit, the
energetic AID Mission Director in Haiti,
Harlan Hobgood, explains that almost
half of AID project funds had been going
1o support the Haitian bureaucracy and
build physical infrastructure and not
directly reaching the people. Now, by
channelling AID funds to groups such as
CARE, Catholic Relief Services, and
others, Hobgood proudly notes, ‘‘We get
more out of our money.”’

Using some of the $10 million Haiti is
receiving through the Caribbean Basin In-
itiative, AID is providing business loans to
small and medium size enterprises and
helping to organize these interests into a
formidable business pressure group. Us-
ing terminology he attributed to Walter
Mondale, Hobgood says that the new
AID role can be that of a “‘civilizing mis-
sion. .. fostering an evolutionary change
in the Haitian government.’’ The current
Haitian elite can maintain their present in-
come levels, but distribution of income,
he explains, needs to be broadened
through taxation of the wealthy and
greater opportunities for economic
growth., *‘With economic pluralism will
come political pluralism in Haiti,” he
claims.

The former U.S. ambassador to Haiti,
Ernest Preeg, points out that the country
stands to benefit substantially from trade
provisions of the Caribbean Basin In-
itiative, which give Haiti 12 years of tariff-
free access for most exports to the U.S.
market. Citing the by now well-worn for-
mula for growth in Third World coun-
tries, the ambassador says that U.S. aid
apencies are encouraging an ‘‘export-
oriented’’ development strategy in Haiti
through a combination of *‘aid, trade and
private investment.’’

This development strategy reinforces
recent efforts:by AID, the World Bank,
and the IMF to shift Haiti’s economy
toward greater production for the U.S.
market and increased dependence on the
1J.S. for grain and consumer products.
With massive and continuing erosion of
overcultivated farmland in many parts of
the country and the resulting migration to
wrban areas, development strategists have
turned toward labor-intensive manufac-

turing as the answer to Haiti’s economic
problems. Until recently, Haiti could
boast of lower wages than Mexico, Jamai-
ca, and Barbados, an advantage that at-
tracted investments from U.S. sporting
goods firms (see MM, August 1982),
followed by electronics, toy, garment, and
food processing firms.

But Haiti has been hard hit by the reces-
sion and new contracts have dried up as
many multinationals have moved to even
cheaper frontiers of sweatshop manufac-
turing iike indonesia and the Philippines.
Though the World Bank and AID have es-
tablished new lending facilities in an effort
to support new ventures in manufacturing
and agroindustry in places like Haiti, the
funds are attracting few takers in an
uncertain business climate.

Even with greater financial and tech-
nical aid and the new trade advantages, it
remains doubtful that the Haitian govern-
ment will achieve a sufficiently attractive
investment climate to spur continuing
growth in industry and agribusiness. Sit-
ting in the plush offices of the Haitian
American Chamber of Commerce was
one very flustered New Jersey manufac-
turer who had been fretting for more than
five weeks while his plastic cassette-tape
components sat on the steamy docks of
Port-au-Prince awaiting customs
clearance.

Whether the Duvalier government itself
can be convinced to give up its lucrative
coffee tax revenues is also in doubt. U.S.
AID has long insisted that heavy taxation
has discouraged new investment and

greater production of coffee, but has been
negotiating for over four years for a food
aid agreement which would give Haiti
long term commitments of food aid in ex-
change for a coffee tax phase-out.

And whether American food aid is in
fact being handled better by private aid
groups than by the Haitian government
has been questioned by studies conducted
by U.S. AID’s Audit Office showing that
in the Catholic Relief programs alone
““over 90 tons of commodities deteri-
orated, were stoien or disappeared during
[Fiscal Year) 1982 without a satisfactory
explanation.’”

What is most certain about Haiti is that
development progress, if any, has been ex-
tremely slow, while the pressures on the
population and environment rapidly
mount. Already, about one million Hai-
tians live outside their native land having
emigrated, legally or otherwise, to other
Caribbean islands or the U.S. Every mor-
ning hundreds of applicants line up in
front of the U.S. consulate seeking a tem-
porary visa to visit the U.S. and work fot
a few days, weeks, or months. And lurk-
ing just outside Haitian territorial waters
U.S. Coast Guard cutters comb the open
seas—at a cost of $I million a month
—picking up Haitian ‘‘boat people’’
bound for the promised land, Miami.

David Kinley is a freelance journalist bas-
ed in San Francisco and co-author of two
books: Development Debacle: The World

Bank in the Philippines and Aid As

Obstacle.

LABOR

Labor victory at nursing home chain

by Steve Askin

Two big unions won a significant vic-
tory in their drive to organize the health
care industry when they signed a peace
pact in March with the nation’s largest
nursing home chain, Beverly Enterprises.
The agreement demonstrates the impor-
tance of outside economic pressure as an
adjunct to union organizing.

In ending the bitter two-year war,
Beverly’s management promised to
respect the right of workers to unionize
and agreed to cooperate with the Service
Employees International Union (SEIU)
and the United Food and Commercial
Workers (UFCW) in resolving their
disagreements. And the unions agreed to
halt a ‘‘corporate campaign’ against
Beverly which had caused significant
political and economic problems for the
$1 billion a year company.

The Beverly drive was probably the
most sophisticated application of a new
set of strategies devised by U.S. unions
over the last ten years. To bring Beverly to

the negotiating table, the unions made it
the target of pressure from other labor
groups, protest from consumer and
church organizations, negative publicity,
legal actions before government agencies,
and challenges directed against its finan-
cial bankers.

The agreement marked the second time
in recent months that a multi-union coali-
tion successfully used a ‘‘corporate cam-
paign’’ to convince a nationwide company
to moderate its anti-union activities. In
December, another union coalition
suspended its campaign against Litton In-
dustries after the conglomerate, with $4.7
billion in 1982 sales, agreed to set up a
joint committee to resolve union-
management disputes.

If obeyed, the Beverly agreement can
set the stage for new organizing and
bargaining gains at the company and pro-
vide a model strategy for organizing in the
face of intense management resistance.
The key to union success at Beverly was
the organizer’s realization that quality of
care for patients is the issue around which

Multinational Monitor

May 1984

5



=]
]
a
g
%
&
&
-]
E
&
a.
EY
2

A

i ¢adplirate (Nelr successful drive to gain union representation.

cess (gie

Healih
any othes L,
the leading
SEIU and
because it |
financial sav

porate health 5k
Sweeney saiid sy yeur
corporate medi
it “‘puts profits ahes
workers.

Union supporters also chisrged Heveily
with making resistance (0 uiionas s i
tegral part of its business siraiegy. AL
Beverly’s Redland, California home, for
example, nurse’s aid Muargaret Kingsley
reported last year that mansgement pi
ed to bargain for three years after workers
voted for union representation in 1978,
She said supervisors pressured workers (o
sign an anti-union petition and constantly
‘harassed pro-union employees. The com-
pany’s top national officials were
outspokenly anti-union. ‘“We do not need
.any intervening third party to enhance the
relationship between employees and
management,’* Beverly Senior Vice Presi-
dent Robert Parker said.

In view of such resistance, the two
unions organized around quality of care
issues before attempting a large-scale fight
for collective bargaining. First they laun-
¢hed a proxy battle in which unions and
churches holding Beverly stock tried to
place a prominent senior citizen advocate
on the Beverly board. Next, they staged a
sit-in  demanding that Beverly release
detailed information on health-related
legal actions against the company.

The organizing campaign itself began
with a flourish on February 23, 1983,

when 1000 union organizers, armed with
guestionnaires on patient care and work-
ing conditions, approached workers out-
side 475 Beverly homes in 26 states. The
survey revealed that 74percent of workers
viewed patient care as only fair or poor,
68 percent thought patients’ meals were
substundard, and 88 percent said that
understaffing made adequate health care
impossible,

Finally, after a massive search of state
aursing home inspection and finance
records, they prepared a series of detailed
fepsor(s on the company, which were used
throughout the campaign to educate
workers and publicly embarrass Beverly.
A study of Beverly practices in California,
Texas, Arkansas, and Florida—four
states which together account for more
than 40 percent of Beverly facilities—
revealed that the company spends les
than competitors on patient care and puts
mote money into administration.

i'he report also charged that Beverly
homes are understaffed and employees
are poorly trained. 1t suggested that some
Beverly homes feed their patients inade-
quately and that they sometimes give out

improper medication. In California, the
only one of the four states to compile
industry-wide statistics on nursing home
violations, Beverly's deficiency rate was
39 percent above the state average.

Last year, in a second round of
shareholder protests on patient care
issues, the union won an unusually high
10 percent of proxy votes, including those

4 cast by a most unlikely ally: Chase

Manhattan Bank. Unionists said this

© response proved that sophisticated in-

vestors worry that adverse publicity on
quality of care can endanger the financial
success of a nursing home company.

Union literature denounced Beverly for
‘‘devastating employee and patient
neglect.”’ Company chairman Robert Van
Tuyle responded by charging that unions
““‘don’t give a damn about the patients."’
He said that the organizing drive was fail-
ing because workers did not want a union,
and suggested that the unions had simply
mounted a desperate last ditch effort to
create ‘‘a false portrait of Beverly in order
to gather support from a public genuinely
sympathetic to the plight of the nation’s
elderly.”’

The joint union-management statement
in March announcing their agreement
represents a striking change from these
harsh exchanges. It pledges that unions
and management will work together ‘‘to
the benefit of health care in this country’’
on ‘‘programs for employees and pa-
tients.”” It announces formation of a
“‘labor/management task force’’ to
resolve disputes. The precise terms remain
secret, but unionists say it should lead to
speedy negotiation of first contracts at
some newly organized Beverly homes. No
contracts have yet been signed at the
facilities unionized since the beginning of
last year.

Beverly retained the right to speak
against unionization, but agreed to pro-
vide a ‘‘non-coercive atmosphere’ in
organizing campaigns. For their part, the
unions agreed to suspend all outside
pressure on the company. Instead of go-
ing public with patient care complaints,
the unions say they will henceforth work
with management for improvements.

Though the settlement was a gain for
union organizers, it was only one small
step in the much larger campaign to
unionize the firm. Beverly’s workforce re-
mains more than 90 percent non-union,
and organizers admit that unionizing the
entire firm—or a significant portion of
it—will require many years of hard work.
““Our intention is to expand our organiz-
ing,”” Shea said, ‘‘and they understand
that we are going to be doing more
organizing at Beverly than ever.”’

Steve Askin is Washington Bureau Chief
of the National Catholic Reporter and a
freelance labor writer. Barbara Yuill
assisted with research for this story.
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WEST AFRICA

Nigeria: oil smuggling & other economic troubles

by Terisa Turner

PORT HARCOURT, NIGERIA—
Nigeria’s new military government is mov-
ing forward with efforts to enforce strict
economic discipline, as it vowed to do
when it seized power in a New Year’s Eve
coup and ended four years of civilian rule.

Determined to make an example of the
previous regime, new head of state Major
General Mohammadu Buhari has em-
barked on a campaign to expose corrup-
tion and fraud in the deposed Shagari ad-
ministration, which he says was responsi-
ble for many of the country’s economic
ills. The move has generally received ap-
proval from Nigerians, whose disaffection
with Shagari and his supporters is express-
ed in their frequent calls for quick punish-
ment of the former politicans.

In the most dramatic disclosure so far,
Nigeria’s Minister of Petroleum and
Energy Tam David-West announced the
discovery of a syndicate involved in
massive smuggling and illicit trade in oil
and oil products. The illegal o0il deals, he
claimed in a February 28 press conference,
cost Nigeria more than $17 billion over the
past four years. Nearly 350 Nigerian and
foreign businessmen have been arrested in
connection with the theft. The state-run
Nigerian National Petroleum Corporation
has initiated an investigation into the ex-
tent and methods of the smuggling.

A possible result of the oil swindles may
have been the sale of oil to South Africa in
violation of the embargo against that
country imposed by Nigeria as well as
OPEC (of which Nigeria is a member),
Tam David-West admitted that the
massive theft made it impossible to con-
firm the destination of many of Nigeria's
oil exports. He insisted, however, that the
Buhari government had made no direct oil
sales to South Africa and reaffirmed the
administration’s commitment to continu-
ing the embargo.

Smuggled Nigerian crude oil and
petroleum products have reduced official
oil income figures at a time when a world-
wide oil glut has drastically reduced the
country’s exports, contributing to
pressure on the government to seek loans
and make purchases on short term credit.
And with significant quantities available
on the international market at lower than
OPEC-determined prices, the smuggled
oil has also helped depress world oil
prices.

Nigeria’s oil industry, the most impor-
tant sector of the economy, is dominated
by multinational interests. Royal Dutch/
Shell accounts for 54 percent of produc-
tion, followed by Gulf with 15 percent,
and Mobil, Agip, Elf, and Texaco, each

with 10 percent or less.

Nigeria relies on oil for 95 percent of its
export earnings. With the fall in world de-
mand, these earnings have dropped from
$24.6 billion in 1980 to $11 billion in 1983,
In recent years, Nigerian businessmen and
politicians have stepped up their objec-
tions to OPEC prices and production
quotas, arguing that Nigeria’s need for
cash is much greater than that of Arab
countries. By late last year, member coun-
tries of OPEC became seriously alarmed
at the anti-OPEC sentiments being ex-
pressed by many Nigerian leaders. During
its 1983 session, the Nigerian House of
Representatives voted to leave OPEC
unless quotas were raised.

The Buhari coup sparked fears that
Nigeria would start an oil price war that
would upset a shaky world market. But
Nigeria’s new military administration has
repeatedly affirmed its commitment to re-
main in OPEC and to respect pricing and
production policies. However, Buhari has
formally requested a substantial increase
from Nigeria’s current production quota
and has received assurances from Saudi
oil minister Yamani that he will support
the request at the next OPEC meeting in
July.

Larger incomes from oil production will
affect Nigeria's ability to control its
mounting debt problems, which had led
deposed President Shagari to seek
assistance from the 1IMF last fall. The oc-
currence of the coup just two days after
Shagari announced a strict austerity plan
led many to speculate that Nigeria would
refuse to toe the IMF line.

But Buhari has stated that Nigeria will
continue to negotiate with the IMF for a
$2 billion loan and a strict austerity pro-
gram. European and U.S. bankers con-
tinue to insist that their consent to
reschedule the country’s $14.7 billion debt
rests on the success of these negotiations.

Nevertheless, IMF demands for a 30 per-
cent currency devaluation and for the
removal of government subsidies on oil
products—trouble spots in negotiations
with the Shagari administration—con-
tinue to be sticking points under the new
regime,

Though government policymakers and
multinationals argue that an IMF plan is
needed in order to attract foreign invest-
ment, critics charge that it will put an
enormous strain on the country’s
economy. In 1980 Nigeria’s foreign debt
service amounted to only five percent of
total foreign exchange earnings. By 1983,
this had risen to 30 percent. If the IMF
loan is agreed upon, debt service will
swallow almost half of Nigeria’s oil
revenues for the rest of the decade.

Nigerian labor leaders have been par-
ticularly vocal in their opposition to the
IMF plan. At a meeting of the Nigerian
Labor Congress in late February, then
president of the congress Alhaji Hassan
Sunmonu argued that the consequences of
the IMF program are ‘‘pauperization of
the already impoverished masses of
Nigerians, mass unemployment, mortga-
ging of national sovereignty, social unrest,
and general instability.”” He urged that
the government direct its efforts toward
recouping the estimated $17 billion in
stolen oil revenues rather than negotiate a
$2 billion loan with the IMF.

But head of state Mohammadu Buhari,
who delivered opening remarks at the
gathering, upheld the need for IMF condi-
tions and called for workers’ compliance.
He said that he expected the Labor Con-
gress’s ‘‘full cooperation to maintain in-
dustrial peace,”” and announced that the
government intended to review labor
laws, some of which he said were “‘ob-
solete in the present circumstances.’’ ‘‘We
will not tolerate frivolous industrial ac-
tions,’’ he warned,

But the intentions of the new military
regime to enforce a new order are being
tested. The four months of military rule
have been marked by food riots, a massive
prison uprising, and a sustained armed
rebellion by a Muslim sect which left 2,000
people dead. The 6,000-strong union of
oilworkers has threatened to ‘‘bring the
country to a halt in five days’’ if their
demands for the removal of unpopular
government oil administrators is not met.
These rebellions raise questions about the
military’s ability to set Nigeria on a new
economic course.

Terisa Turner is a Canadian energy
economist currently at the University of
Port Harcourt, Nigeria.

Multinational Monitor

May 1984

7



SOUTH AFRICA

Defusing the apartheid bomb

by Jack Colhoun

A grassroots campaign is gaining
momentum in its drive to cut off U.S,
assistance to South Africa’s nuclear pro-
gram, which is widely believed to be pro-
ducing nuclear weapons. Called ‘‘Stop the
Apartheid Bomb,’” the campaign was
launched a year ago by the Washington
office on Africa (WOA), a Washington,
D.C.-based lobby for black majority rule
in southern Africa.

The organizing effort grew out of con-
cern over mounting evidence that South
Africa, with considerable technical and
financial assistance from Western cor-
porations and governments, has devel-
oped the capability of manufacturing
nuclear weapons on & large scale and has
actually exploded nuclear bombs in secret
tests. Jean Sindab, WOA executive direc-
tor, notes that “even though the Pretoria
government has reached an advanced
state in its ability to manufacture nuclear
weapons, it is still dependent on the West
for high technology, enviched uranium,
and technical training."*

“It is for this reason that we call on the
Reagan adminlstration to cease all forms
of nuclear assistance te& Jouth Africa and
16 use its leverage with oue Huropean allies
to do Hkewise," dhe savs,

WOA 8 supporting legislation spon-
sored by Hepresentative Chasles Rangel
. & wember of the Congres-

. The Rangel bill pro-
gilear cooperstion  with
st fall, an amendment to

South Afr
the faport Aduialsiration Ad sponsored

by Representative Howard Wolpe
(I3-Michigan) that closes loopholes
regarding U.8. nuclear exports which al-
fect South Africs passed the House of
Representatives, parily through the lobliy.
ing efforts of the campaign. Congress i
about to act on working out the dif-
ferences beiween the bill and a similar but
weaker version passed by the Senate.

The organizing effort comes st & tme
when the Reagan administration has cir-
cumvented the Nuclear Non-Proliferation
Act passed by Congress in 1978, which
bans foreign sales of enriched uranium,
the raw ingredient of nuclear weapons, to
countries which have refused to sign the
Nuclear Non-Proliferation Treaty, South
Africa among them. Reagan has allowed
Pretoria to acquire the substance from
Europe through U.S. brokering com-
panies.

While South Africa denies that it is
building a nuclear arsenal, the develop-
ment and direction of its nuclear program
has convinced many that the opposite is
true—not least of all the Central In-

telligence Agency. In the fall of 1979, the
CIA briefed selected lawmakers on Capi-
tol Hill that an intense double flash,
characteristic of an atomic blast, was
observed off the coast of South Africa on
the night of Sentember 23, 1979, Many
scientists also concluded that the flash was
a bomb test.

U.S. assistance to South Africa, which
began with purchases of South African
uranium in the 1950s, was justified as
legitimate help for Pretoria’s civilian

nuclear energy program. The U.S.-based
Allis Chalmers Corporation won the con-
tract to construct South Africa’s first
nuclear research reactor, Safari I, under
President Dwight Eisenhower's ‘‘Atoms
for Peace’’ plan, a program that pro-
moted the transfer of U.S. nuclear exper-
tise and technology. Under the same pro-
gram, the U.S. agreed to supply enriched
weapons grade uranium to fuel the reac-
tor,

As the result of U.S, and other outside
techaical assistance, Pretoria built a sec-
ond research reactor, Safari II, in 1967. A
pilen wranium enrichment plant capable of
producing weapons grade uranium was
completed in 1975 with U.S. and West
German help, South Africa’s first com-
mercial nuclear power reactor at Koeburg,
which started up in March 1984, is now
generating electricity-—and enough plu-
tonium to manufacture one nuclear
weapon every (wo weeks.

Pretoria has refused to allow the
uranium enrichment plant to be inspected
by the U.N. International Atomic Energy
Agency to ensure that international
safeguards are in place to prevent the
diversion of nuclear materials to weapons
production.

Numerous U.S. corporations have col-
laborated with South Africa’s nuclear
program through construction work or
providing technology. Those involved in
the enrichment plant include Boeing, Fox-
boro International, Honeywell, IBM, and
ITT. Construction of the Koeburg power
plant drew in Combustion Engineering,
General Electric, and Westinghouse
among others.

While South Africa obtains uranium
from its own mines, Pretoria’s main
source of uranium is Namibia, which
South Africa has occupied illegally since
World War 1. Experts predict that
Namibia will become the world’s fourth
largest uranium supplier by the 1990s.
Even if current negotiations for Namibian
independence are successful—an event
many observers believe is unlikely—South
Africa will probably retain considerable
control over the area’s mineral resources.

““Uranium from Namibia is cheaper
than that mined in other countries because
of the racial discrimination in wages, the
low taxation rate and the freedom from
social, political, ecological, or any other
legal restraints in Namibia,’’ according to
the findings of the 1980 hearings held by
the United Nations Council on Namibia.
““The illegal occupation of Namibia, is
therefore, a boon to the sellers and buyers
of Namibian uranium.’’

In a recent development, a British
researcher who travelled to Namibia in
March to investigate uranium mining for
the U.N. has just been released from three
weeks in a Namibian prison. The
researcher, Alun Roberts, became known
for his 1980 book The Rossing File, which
exposed British imports of Namibian ura-
nium that were not previously known.
Roberts was arrested and held on minor
charges after South African security of-
ficials became aware that he was probing
further into corporate involvement in
uranium mining.

In southern Africa, the connection bet-
ween nuclear arms and the black majori-
ty’s struggle for self-determination is
stark. Jean Sindab stresses that ‘‘South
Africa hopes to gain great political and
military benefits by simply possessing
nuclear weapons and developing an exten-
sive nuclear industry.” Sindab adds that
the atomic bomb allows Pretoria to resist
international pressure to get out of
Namibia and to eliminate apartheid in
South Africa.

Jack Colhoun is a co-chair of the National
Committee Against Registration and the
Draft. He writes frequently on U.S.
foreign and military policy.
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Boycott Coke

Put aside that Coke, Tab, or
Sprite—another boycott against Coca-
Cola products is off and running.

The second consumer boycott against
Coca-Cola in four years was declared on
April 6 by the International Union of
Food and Allied Workers’ Associations
(IUF) in support of 460 Guatemalan
Coke workers. The workers have been
peacefully occupying the Coke bottling
plant since February 17, when the fran-
chise’s owners claimed bankruptcy and
closed the plant (see MM, April 1984).
Workers and the IUF hope to force the

Stockmarket tips
from ex-spies

In a world of coups, expropriations,
and economic sabotoge, what’s a smar

investor to do? Well, a group of ex-spies '

believe they can offer investors a leg up

on global political events through a}
monthly newsletter they call Investment |
Intelligence, according to a solicitation |

that recently came through our offices.

The newletter’s promoters boast of |
‘“‘retired agents from the|

employing
CIA...NSA.. .Britain’s MI-5...and
Israel’s Mossad’’ and other intelligence
agencies to monitor and analyze fast

breaking geopolitical events that, as they |
put it, “‘will cost you a lot, or make you |

plenty. One or the other.”” These “‘train
ed professionals’’ in information gather-
ing, we are told, have ‘‘access to the in-
telligence black market...to a lifetime
of professional contacts,”” and ‘‘know
how to go behind the scenes.”’

Besides slipping readers hot tips which {

promise to land investors ‘‘bonanzas”
or save them from disaster, the editors

offer to pass along advice from the}
such as: a}

devious world of agents,
“‘fresh perspective’” on privacy and
taxes (‘“When it comes to tax avoidance,

many of the best-known strategies were |

first originated by the CIA,” they

claim); how to travel incognito (legally |

avoiding customs reporting require-
ments); how to legally get
Treasury reporting regulations
foreign accounts; and how to obtain a
legal second passport, possibly with

diplomatic immunity.

The newletter also promises to let you |
in on the dirt that inside people know |
Consider enticing tidbits like |

about.
| these which are supposed to come with
. ““A certain left-wing, anti-
| American head of state, in Europe, has
been on the CIA payroll for the past 19

| years™.

around |
for |

Atlanta-based Coca-Cola corporation to
reopen the Guatemala City plant and to
respect a 1980 agreement to oversee
management at the franchise and
cooperate with the workers’ union,

In addition to the international
boycott, Coke workers in IUF-affiliated
unions in Norway, Sweden, and Finland
have announced that they plan to halt
production indefinitely at their plants
beginning May 7. Workers in Australian
and Canadian Coke plants may follow
suit. German and Norwegian unions
have made financial contributions to the
Guatemalan workers, while a delegation
of U.S. trade unionists visited the plant
inMarch to confer with the workers and

| Long-distance typists

Office work may be the next Ameri-
can industry to follow blue collar manu-
facturing jobs overseas in search of
lower wages, Union leaders and eco-
nomic analysts have recognized that a
major trend in the years ahead may be
the export of ‘‘data processing’’ jobs —
particularly repetitive computerized
tasks like financial record-keeping. But
figures on the extent of this trend have
been hard to come by,

The Barbados Manufacturers Associ-
ation has helped fill that gap with infor-
mation on Barbados contained in their
special eight page advertising section in a
recent Business Week. Barbados scored

to demonstrate support for their action.
U.S. labor and religious groups also
staged shareholder and picketing actions
at Coca-Cola’s annual shareholder
meeting in Houston, Texas on April 18.

Such coordinated efforts are not new
for the IUF. They organized similar
pressure against Coca-Cola in 1980 to
further the Guatemalan workers’ pro-
longed struggle for union recognition.

The campaign soon led the Coca-Cola |

parent company to install new owners at
the plant and negotiate a contract with |

the union. ‘‘We hope this campaign Wlll

be even bigger,”’ says Sally Cornwell,
North American representative of the
1UF.

a coup in its efforts to become a world
data processing center when American
Airlines moved most of its data process-
ing operations to Barbados in 1983.
Presently five U.S. companies have such
operations in Barbados (see chart),

The advertisement also claims that
foreign investors, especially in elec-
tronics, are ‘‘cozying up’’ to Barbados.
And, the U.S. invasion of Grenada
““hasn’t hurt’’ either, according to the
ad: ‘*With Prime Minister Tom Adams
one of the architects of intervention, and
Barbados the launch site as well as com-
munications center, the nation drew
world attention.”

OFFSHORE DATA PROCESSING IN BARBADOS

Number of Investment
workers US. §
thousands

American Airlines
National Demographics
Kline & Co.

New American Library
The William Byrd Press

288 1,000
86 400
33 300
26 146
10 50

Drmk Coke—or else

Coca-Cola takes its competition very
seriously—so seriously that one of its
distributors is bullying a local pizza joint

| for failing to agree that ‘‘Coke is it.”’

In February, the management of a
Coca-Cola distribution plant in
Rockville, Maryland issued a menacing-
sounding memo to workers warning
them against visiting Francesca’s, a
nearby pizza parlor popular with the
plant’s employees that serves Pepsi in-
stead of Coke. ‘“‘Any employee frequen-
ting this outlet in the future will be
strongly encouraged to seek employment
with the company this dealer presently
deals with,”” the memo stated.
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After Francesca’s suddenly found its
clientele gone and complained to Coke
the company did some quick back
peddling. A second memo stated that
workers are free to eat where they

want—if they don’t wear the Coca-Cola

uniform. But Francesca’s says workers

have not returned to the pizza parlor and |

has filed suit against the company.

““These guys are intimidated,’’ says {

Bernice Durbin, an owner of the res-
taurant.

sell.”
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“It’s unfair what (the Coke §
plant] is doing to us,’’ she adds. ‘*This is |
free enterprise. They can’t tell us what to |
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BY MARK DOWIE, PETER HAYE " TIM &HORR@CK & LYUBA ZARSKY

bankers from Tokyo (o New York io
Munich, it was clear that a ‘second
3&;}33” was in the making.

With rapid industrialization came 4 de-
_mand for energy unprecedented among
_ developing couniries. Bechiel had been
building eleciric power plants in Korea

ince 1954, when company chairman
Stephen D. Bechtel, Sr., had convinced
President Syngman Rhee 10 abandon
Korea's bydro projects and build coal

ired plants instead. Korea was a good
market for Hechtel, but the power plant
construction business had been just like
ny other for American consiruction come
‘panies until the mid-1970s, when Korea's
heavy indusiry began 1o overload the elec:
tric power grid. Power butages were fre-
quent and energy use for strest lishts,
advertising, and other “‘non-essentisls”’
had to be strictly controlled by the govern-
‘ment. With the price of oil on the rise and
1predmuom of 15 1o 20 percent annual
economic growth throngh the 1990s,
Korea’s iechnocrats Frantically  sought
 more reliable and less expensive sources of
electricily than oil and cosl-fired plants,
Muclear power, still being touted overseas
as cheap, safe, and relinble began to

~ loom as the solution to K(}mas energy

| trisis,
o In 1977, the Seoul gm@mmem an-
nounced plans o build 21 nuglear power

. plants by the end of the ceniuty, Over-

- nighi, South Kores became the salvation
of the world’s deeply depressed nuclear
andustry, which was then facing the begin-
ning of its long slow slide into bankrupt-

vy, American, Japanese, French, Swiss,
Canadisn, and German reacior makers
and engineers descended on Korea—with
Bechtel, Westinghouse, General Electric,
and Combustion Engineening leading the

 pack,

ﬁmemcan companies haﬁ ihe advamage ,
163 between South
Koreaand the U8, aswellasan embassy
er of com-
merce than a diplomatic nission. Bul the
magsive sums required for nucieaf power
tag for &
single plant represents four percent of
Korea’s 1977 GNP} were beyond the reach
of the Korean treasury, I Bechtel, West.

of 30 years of clo

that acted more i;ke a chas

plants fihe billion-dollar pric

inghouse, or ﬁnmne eisss was going 1o sell
Korea a nuclear power plant, they were
going to have to find someone outside of
Korea to finance it.

Import Bmxk of thg Linited Stams {me»
bank), a zaxﬂsu;}pm o
that “assistz in finan the experm of
Ameman«bzged mz}mmtmm

congider financiig ,
magnitude require uch a4 prmew o
and stiggested they try the prwate sector.
But a concerted lobbyi nge tipaign led by
Westinghouse, the
national {}avﬂspmﬁﬁt, and the Us eme
bassy in Beoul forced changes in the
bank’s attitude,
bank bgard voted io include nuclear
power piemts in is loan pertf‘mm for
Korea. Once the Korean government
decided to build nuclear power planis, all

the Korea Electric Company (KECO)

needed to do was apply for aloan. (KECO
was renamed Korea Electric Power Com-
pany or KEPCO in 1980, but is referred to
as KECO in this

ing have since made i th\. Iarge&t fﬁﬁi;}wﬂt
of Eximbank msn&y (zf an mry in the
world.o ' ‘
Since the Extmbank was fmm{ie '5(}
years ago, Bechtel has seen it asa pror

deral agency

scale am:if‘

. Agency for Inter-

In Gctober 1968, the

¢ for consistency.)
South Kerea's requests for ﬂnul&ar finane-

‘, ing ﬁmdmg source for its gizantic con-

struction orojects.  Before he regared
Stephien Bechiel, Sro, was on the bank’s
influential advisory commitiee. And the

‘thhwi Group, unholding s reputation
a5 an attraciive workplace for high

government officials, this March created a
new position—executive vice president for

financing services—for John Woore, a

 former president of Brimbank. b was
- Moore who was dispatched to South

Korea by President Carter in June 1980 1o

_ convey the bank’s support for the newly
-~ installed military regime of General Chun
- Doo Hwan, Durine his visit—which came

only 4 week after the Korean military had

_ put down a rebeliion in the southern city
of Kwangiu at the cost of some 2,000 hves
—Moore promised an additional 500

million ia,*ﬁxémba:}k funds, mainly for the
countiy’s ﬁﬁclaaz program, “An ardent
supporter of puclear lending, Moore is

. very likely o become an asset (o Bechtﬂ
i it guest f{)r the billions required by ,
nuclear

Third Wczrid mugmes wzth
aspzrannns, ;

n i?”i; with Exzmbaniz credit flowing
and locations selected for 21 power
plants, Jack Damm was ready to
;maka his move. D«zmmg 8 w;daév

‘Lus Angeles
‘eiim,g,,

rasses his emplover with his zeal 'as i
in 1975 when he foeregi nuclear enric

10 persuade the Wf:st eriman government
not io do 5o Korea was an impo
for the bold and gregarious Dam

and Bechtel both had impressive reput




tions to live up to in the nuclear industry.
[heir reputations, as well as America’s,
were on the line,

But Bechtel was striking out in Korea.
T'he company was excluded from bidding
on the first two nuclear units, which were
turnkey contracts won by Westinghouse,
with Gilbert Associates performing the
engincering and  construction  work
coveted by Bechtel, (A turnkey plant is
designed and built at a fixed cost by a con-
sorbum of companies wha then “turn the
key™ of a completed ptant over to the
utility.) Then Canada sold Korea one of
its unique CANDU reactars, the plant for
which was built by Atomic Energy of
Canada. By carly 197K, three units were
under construction in Korea, and Bechtel,
the targest construction campany outside

the Soviet Union, still dido’t have an
order, IXinun was desperafe. So was his
boss Harry Reinsch, the feisty, hard-

driving former ironworker who had risen
to the presidency of Bechitel Power Cor-
poration,

Omne thing that bhecame cbvious 10
Reinsch, Damm and other Hechtel of-
ficials s they watehed (he lucrative

nuclear work clude them wai that they
lacked conneciions with influential people
in the Korean government and in KECO,
the government-contralled wiility, people
who could cliange the rules and allow
Bechtel to bid on future suclear plants.,

CHO'S
CAUTIOUS
CONTRACT

- WOES

Damm found it nearly impossible to reach
these people. When he did, they snubbed
him.

One day in late 1977 Damm shared his
with Harold Wilson, Bechtel’s
senior regional representative in Jakarta.
Wilson knew Korea well and had an in-
triguing suggestion for Damm. When he
had been employed by Dillingham Cor-
poration in Hawaii, Wilson had worked
with a flamboyant Korean American nam-
ed Yoon Sik Cho. The 55-year-old Cho
was reputed to have connections that
reached all the way into the Blue House,
the residence of President Park Chung
Hee. Find Cho, said Wilson, and your
troubles will end. Damm soon located
Cho in Seoul and Harry Reinsch flew out
from San Francisco to meet him. Damm
and Reinsch were impressed and hired
Cho as a consultant.

Wilson was right. Soon after Cho’s
employment things began to improve
noticeably for Bechtel. With his
assistance, a joint partnership was formed
between Bechtel and Taihan Engineering
Company. Taihan was at the time being
courted by Bechtel’s major American
competitor, Ebasco. Both Ebasco and
Bechtel had been told that KECO was
unlikely to let contracts to companies that
were not at least partly Korean.

Taihan was a particularly promising
partner because its president, Moon Yong

Consultant shall operate as

Bechtel's second contract with Y.S. Cho—effective January I, 1980 and drafted after

.. .an independent
contractor and shall not act
as. . .an agent or employee of
Bechtel. A%l of Consultant's
activities will be at its own
risk. . . Consultant will be
solely responsible for
determining the. . .methods
for performing the

services, . . Bechtel will
receive only the results of
Consultant's services.

The parties recognize that
the [U.S.] Foreign Corrupt
Practices Act of 1977
prohibits the ﬁayment or
giving of anything of
value either directly or
Indirectly by an American
company to an official of
- a forelgn government.

company executives became nervous about their relationship with the consultant—was
carefully worded to try to distance Cho from Bechtel and avoid future responsibility for
his actions. But such contract language may not be sufficient legal protection for
Bechtel if U.S. authorities find concrete evidence of bribery.

12 May 1984

Multinational Monitor

Hwae, was related by marriage to KECO’s
president. Cho promised Moon that if
together they landed construction con-
tracts for nuclear units 5 and 6, Bechtel
would train Moon’s engineers in nuclear
science and transfer the technology that
could eventually make Taihan ‘‘the Asian
Bechtel”’—an attractive offer for an
engineering firm that was perhaps the
seventh or eighth largest in Korea. Moon
and his Taihan associates were excited
about the opportunity. The joint venture
was named AMTAI Company (for Ame-
rican Bechtel and Taihan Engineering).

ith a Korean name on the
calling card and Yoon Sik
Cho on the payroll, doors
began to open for Bechtel.
Contracts for units 5 and
6, both billion-dollar
plums already financed by
Eximbank, were now
clearly in its sight. Reinsch could see that
Cho, not Damm, was his ticket to success.
He kept Damm on the payroll, but he also
negotiated a $90,000 annual contract with
Cho (along with a $60,000 expense ac-
count). Reinsch then ordered Bechtel’s
regional representative in Korea, Robert
Lynn, to sign the contract and give Cho
whatever he needed, ‘‘no questions
asked.” Lynn, who had been reluctant to
hire Cho in the first place, signed the con-
tract.

(We were able to reach Lynn, who has
since retired, at his home in San Rafael,
California. As soon as we mentioned Y.S.
Cho, however, Lynn ended the conversa-
tion. ‘‘That’s part of my life I'd just as
soon put behind me,”’ he said before
hanging up.)

According to testimony given to the
FBI by another former high-level Bechtel
employee, what Cho needed was expen-
sive American appliances and cash—Ilots
of cash. In the weeks that followed the
signing of Cho’s contract in 1978, Bechtel
employees, who were allowed to bring
their own belongings into Korea duty-
free, would arrive with brand-new golf
clubs, TV sets, video recorders, and
refrigerators, The FBI's informant, whom
we interviewed in Seoul and Washington,
has told the bureau that the appliances
would be taken from the port of entry to
Cho’s house, and distributed from there
as gifts to key Korean officials. The infor-
mant, who knows that he could possibly
be charged as an accomplice, has not yet
asked for immunity. He has asked that his
name be withheld until there is a trial, at
which he has said he will testify using his
own name.

Periodically, according to the whistle-
blowing official, Cho would ask for a
large amount of cash. He would say it was
an ‘‘advance.” Anyone who questioned
the purpose of the advance would be
reminded that Harry Reinsch had left



orders to give Cho whatever he
wanted—*‘no questions asked.”’

At that point in the proceedings, the in-
formant has told the FBI, either he or
another Bechtel staffer would take a
check to the Seoul branch of the Bank of
America, cash it and carry the proceeds to
Cho, who would be waiting in the Bechtel
office. Cho would stuff the cash in an
envelope, hand the envelope to a driver
and order it delivered to an official
somewhere in Seoul. The informant told
us that this happened perhaps once a
week. Someone from Bechtel had to go to
the bank he said, because ‘“‘when the
Koreans went down they always came
back with small bills’’ and Cho wanted
large ones. One of Cho’s most strategic
payoffs is described in an affidavit given
to the U.S. Internal Revenue Service by
Kang Ki Won, one of the drivers who
delivered the cash. In this affidavit, Kang
testifies that on several occasions he
delivered large sums of money from Cho
to Shin Ki Cho, a vice president of Korea
Muclear Engineering Company, a sub-
sidiary of KECO. One envelope, he
recalls, contained two million won (about
$4,000).

In the course of our investigation we in-
terviewed a retired American intelligence
officer who had been stationed in Korea
for most of his career. He refused to
discuss classified matters, but agreed to
talk generally about U.S.-Korean business
and political relations. Although he was
not familiar with Cho or Bechtel’s ac-
tivities in Korea, he did not seem surprised
at our discoveries.

““There’s a Korean word for the pay-
offs: ttok-kap,’”” he said. ‘““It means
ricecake money. It goes on all the time.”’
The construction industry, he added, was
one of the worst offenders. Corruption
was so rampant, in fact, that “‘the Korean
Central Intelligence Agency formed a
special division to police it.”

Bribery of public officials is illegal in
Korea and the law forbidding it is occa-
sionally enforced. ‘“No one wants to go
jail,”” said the intelligence officer. *‘So
they hire some peon who wants fast
money to do this kind of work.”” Con-
sultants like Cho, he explained, are called
‘“‘cut-outs’’ because their contracts are
written in such a way that if a legal prob-
lem arises, they can easily be ““cut out’’ or
abandoned. Cho’s contract is illustrative,
““All of Consultant’s activities will be at
its own risk,”’ it reads. ‘‘As an indepen-
dent contractor, Consultant will be solely
responsible for determining the means
and methods for performing (his)
services.”’

“‘OUR PAL”’

On May 1, 1978, Bechtel won its first
Korean nuclear construction con-
tract—for units 5 and 6. With work
underway it was now time for Bechtel to

focus on winning the engineering con-
tracts for units 7 and 8, which, like 5 and
6, would also be jointly put up for bid.
Executives at Taihan had learned that the
Ministry of Energy Resources (MER) was
planning to recommend granting this con-
tract to Ebasco. Early in 1979, Cho met
with Taihan executives to ask them to help
Bechtel make its case to MER.

Taihan’s President Moon was upset
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with this request becauss he felt

Bechtel had not lived up to its prosmiss &
include Taihan in earlier projects. {As
as he knew, Cho had been working
him, not for Bechtel. Taihan &t ;&Q
was paying Cho about $70,000 & year. /
cording to Moon, Cho had told him

merely doing a favor for his old m
Harold Wilson.)
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Cho conveyed Moon's complaint to
Bechtel and shortly thereafter, on May 17,
1979, a new memorandum of agreement
was signed between Taihan and Bechtel.
Moon seemed satisfied and the way was
cleared for Bechtel to obtain work on
units 7 and 8. According to two former
Bechtel employees, Bechtel was granted a
one-day delay in submitting final bids for
these units, and apparently the company
was able to read the bids of its competitor
Ebasco 24 hours before submitting bids
for these units. Employees then at Ebasco
are certain that their original bid was
lower than Bechtel’s.

As time went on, Taihan executives
discovered more about the duplicitous
behavior of the man they believed to be
their agent, Y.S. Cho. In frustration,
President Moon and Taihan director Sohn
Tae Yom sought out someone else in
Bechtel who spoke Korean. In the Seoul

office they found Daniel Charboneau, an
employee who agreed to translate a white
paper they wanted to give to Harry
Reinsch. This paper, which was formally
presented by Moon and Sohn to Reinsch
on September 20, 1980, detailed the ques-
tionable activities of Cho. It revealed that
he was lying to Taihan by claiming that he
did not work for Bechtel. Moon and Sohn
further informed Reinsch that they were
paying Cho enormous retainers and that
Cho was also borrowing from Taihan to
purchase shares in AMTAI, their joint
project. Moon and Sohn also stated that
Cho had told them that Bechel chairman
Stephen D. Bechtel, Jr., was not
favorably impressed with Tajhan’'s per-
sonnel or capabilities. For 30 million won
(about $62,000), Cho had said, ‘‘the mat-
ter could be fixed.’’ Taihan gave it to him
““but we do not know to this day what
happened to the money,’’ reported Moon
and Sohn. “Why,’’ the Korean executives

pleaded, ‘‘does a big company like
Bechtel need a person like this?’’

n the meantime, word reached Bech-
tel that Korean customs authorities
were investigating Cho, According to
the FBI's informant in Seoul, when
Harry Reinsch learned that Cho was
in trouble, he dispatched a Bechtel
employee to help him, as quickly as
possible, document the large outlays
of cash that Bechtel had given him, ‘‘no
questions asked,” over the preceding
three years. According to the informant,

the employee brought over Korean
receipts from California—**it was obvious
that they were fake, they were
forgeries’’—including the $18,000

membership fee in a private Korean golf
club.

Evidently the Korean authorities were
not impressed, nor did customs officials
believe Cho’s explanation for the where-

The anti-bribery law. . .

f the current probe by the Justice De-

partment into the Bechtel Group’s ac-
tivities in South Korea turns up decisive
evidence of bribery, the company and
some of its present and former officers
might be prosecuted under the Foreign
Corrupt Practices Act, the law which
forbids American companies from brib-
ing foreign officials to gain business con-
tracts overseas. Press and congressional
scrutiny of the case could also draw at-
tention to the Reagan administration’s
lax enforcement of the anti-bribery law
and the attempts by business and the ad-
ministration to weaken it,

The corrupt practices act was passed
unanimously by Congress in December
1977, after congressional hearings
disclosed that major U.S. corporations
had made millions of dollars in payoffs
to foreign government officials. Some of
the revelations had major political im-
pact, as in the case of Lockheed Cor-
poration, which paid more than $25 mil-
lion to foreign officials between 1968
and 1975, including then Japanese
Prime Minister Tanaka Kakuei, who was
forced to resign from office and was
eventually convicted of accepting the
money. Other disclosures of secret pay-
ments by Lockheed named Prince Bern-
hard of the Netherlands and Italian
defense officials. The pervasiveness of
such practices became even clearer when
over 450 companies admitted to the
Securities and Exchange Commission
(SEQC) that they had made questionable
payments.

Congress, embarrassed to discover
that no law actually banned foreign
bribery and eager to avoid further

damage to U.S. prestige abroad, passed
the prohibition against bribery several
months after many of these disclosures
came to light. The law is strong, outlaw-
ing payments to ‘‘any person’’ where
corporate officials knew or ‘‘had reason
to know’' that some portion of the
money or gift would flow to foreign of-
ficials. To prevent off-the-book ‘‘slush”’
funds and laundering of funds through
foreign bank accounts—once common
channels of bribe money—the law re-
quires companies to keep detailed and
accurate financial records and to devise
a system of controls over internal ac-
counting. Penalties for breaking the law
include fines of up to $1 million for cor-
porations, $10,000 for individuals, and
jail terms of up to five years.

Few charges, however, have been
brought under the law throughout its
seven-year history. The Justice Depart-
ment and the SEC, which share respon-
sibility for enforcing the law, have pro-
secuted ony 13 anti-bribery cases involv-
ing six corporations since 1977. Mean-
while, the Justice Department has closed
a total of 96 cases without prosecution.
No one has gone to jail as a result of the
corrupt practices act.

““It is clear that this administration is
lenient and is not devoting many re-
sources to enforcement,’” says Gene
Kimmelman, an attorney who monitors
foreign bribery issues for the public in-
terest organization Congress Watch,
Kimmelman notes that the present Jus-
tice Department legal staff for foreign
bribery cases has been pared down to
less than half its 1977 size. A congres-
sional staff study recently conducted for

Representative Tim Wirth
(D-Colorado), who heads a subcommit-
tee that oversees enforcement of the la“vw;,
asserts that a review of Justice Depart-
ment records ‘‘raises serious questions as
to the adequacy of the Department’s in-
vestigations in certain cases, the Depart-
ment’s interpretation of its charge under
the statute, and the Department’s en-
forcement policies with respect to the
law.”” The study cites instances where
the agency dismissed cases too hastily,
ignored obvious lines of inquiry, or fail-
ed to pursue cases altogether. It also
notes the Department’s strong resistance
to congressional scrutiny of its activities.

While going lightly on enforcement,
the Reagan administration has joined
the business community in attacking sec-
tions of the act as unfair to business.
Corporations, primarily through pro-
business zealots such as the Nationatl
Association of Manufacturers, the
Chamber of Commerce, and the Emer-
gency Committee for American Trade,
have waged a determined campaign to
weaken the act’s provisions.

The business community has a long
list of complaints about the Foreign
Corrupt Practices Act, They claim it has
increased the burden of paperwork and
that it has a ‘““chilling effect’” on com-
panies, causing them to pass up legit-
imate business opportunities for fear of
criminal punishment. They also claim
that American firms are suffering a com-
petitive disadvantage because business
goes to other foreign companies that
engage in bribery. And they argue that
the law is a misguided attempt to impose
American standards of ethics and mo-
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abouts of the refrigerators, golf clubs, and
television sets that had passed through his
house. With the assistance of Bechtel staf-
fers, Cho managed to borrow these items
back in order to show Korean officials
that he had purchased them for himself.
As Cho mired himself in controversy,
Bechtel’s officers in Korea began to
distance themselves from him. Assistant
project manager Eugene Nelsen even went
so far as to issue an order that Cho’s name
should never be used in the office: ‘‘He is
to be referred to only as ‘our pal.” >’
Back in San Francisco, shortly after the
meeting of September 20, 1980, with Sohn
and Moon of Taihan Engineering, Harry
Reinsch convened another meeting on the
23rd floor of Bechtel’s headquarters
building. Flown back from Seoul to at-
tend were company employees who had
knowledge of Cho’s activities. Reinsch
told them he did not want them to return
to Korea. ‘“We will send a nurse to pack

up your wife and your children, and your
household goods will be sent to you,” he
told Daniel Charboneau, who had trans-
lated the white paper for Sohn and Moon.
When Charboneau balked and insisted on
returning, according to the FBI’s infor-
mant, who was at the meeting, Reinsch
then said, ‘I have to check with my
lawyer,’’ presumably corporate counsel,
and left the room.

Reinsch returned to the meeting ten
minutes later, not with Weinberger but
with John We'ser, Weinberger’s second-
in-command at the time who became
general counsel after Weinberger joined
the Reagan administration. Weiser over-
ruled Reinsch and said that Charboneau
could return to Korea and help his family
move back to the U.S.

Weinberger, as general counsel, was
Bechtel’s top legal adviser and trouble-
shooter. He was also a vice president and
a director ofthe Bechtel Group. *‘It was

common knowledge among lawyers at
Bechtel,”’ said the FBI informant, ‘‘that
anyone who didn’t keep Weinberger in-
formed would be on the street the next
day.”” It was, however, not so common
knowledge, according to a Bechtel consul-
tant close to Weinberger, that ‘‘Cap only
wanted to know what it was safe to
know.”’ So while Weinberger insisted on
being completely informed by his staff
about Bechtel’s legal problems, it was all
to be communicated to him in a way
designed to not land him in trouble.

A central question raised by our in-
vestigation and the FBI’s remains
unanswered: on whose authority was
Weiser acting—his own, Weinberger’s or
someone else’s?

Procedurally, when the FBI receives
notice that a crime has been committed,

. . .unenforced and under attack

rality on other countries. While most
corporations stop short of calling for a
repeal of the law, many make no secret
of the fact that they consider bribery a
necessary cost of doing business in
foreign countries.

Corporations often cite surveys con-
ducted by the General Accounting Of-
fice and the State Department to back
their assertions of lost trade due to the
act. But the surveys measure business
opinion of lost trade, leading critics to
charge that they are unscientific and
heavily biased. The survey by the State
Department, for example, was compiled
from responses to a cable to U.S. em-
bassies that was prefaced by the ad-
ministration’s negative view of the act.
U.S. Trade Representative William
Brock has led the administration’s effort
to revamp the law, while both the Justice
Department and the SEC have testified
before Congress in favor of weakening
the law. However, congressional staffers
have told United Press International
that administration and business lobby-
ing “‘strangely subsided’”’ in recent
weeks, the time frame in which rumors
of the Bechtel investigation began to sur-
face in Washington.

Together, the administration and the
business community lobbied successfully
in the last Congress for Senate passage
of an amended statute that satisfied their
concerns, but the legislation hit a snag in
a House subcommittee chaired by Tim
Wirth, who has been leading the fight in
Congress against attempts to change the
law. An identical bill introduced in the
present Congress has already cleared the
Senate Banking Committee and may

come up before the full Senate as early
as May, though a House companion bill
is again stalled in Wirth’s subcommittee.
Public disclosures of Bechtels’ dealings
in Korea are certain to affect the debate.

The proposed law creates broad ex-
ceptions to bribery as it is defined under
existing law. For example, the present
law permits what are commonly known
as ‘“‘grease’’ payments to clerical or low-
level officials in order to expedite minor
business dealings such as moving
shipments through customs or obtaining
needed permits. The proposed law,
however, would allow what it calls
‘“‘courtesy’’ payments or ‘‘tokens of
esteem’’ of any monetary value to of-
ficals at any rank. The new law would
also exempt from prosecution any pay-
ments considered legal in the country in
which they are made and any
“‘ordinary” business expense. In addi-
tion, violations of accounting standards
would not carry criminal penalties under
the proposed law, as they do under ex-
isting law.

Most significant for the Bechtel case
at hand, the proposed law would
drastically reduce corporate and in-
dividual liability for the actions of their
foreign agents. When it became clear
during the 1970s investigations that a
large proportion of the illegal or im-
proper payments flowed through agents,
consultants, or other third parties, Con-
gress adopted a broad standard that
made a company guilty of violating the
law if it had any ‘‘reason to know’’ that
money was being used as bribe. Busi-
nesses hope to replace this standard with
one that would find a company or its of-

ficers responsible only when they ‘‘direct
or authorize’’ bribery by a third party.
According to Kimmelman of Congress
Watch, Bechtel might well be found
guilty for Cho’s actions under present
law, but could probably avoid prosecu-
tion under the amended version.

Kimmelman asserts that this proposed
standard “‘would give corporate officers
an incentive to know as little as possible
about their agents’ past or present ac-
tivities.”” As a former accountant with
the SEC has noted, ‘‘Any executive
worth his salary knows full well how to
make sure he ‘doesn’t know’ what his
agent is doing.”’

Business and administration officials
often present their proposed amend-
ments as ‘‘clarifications’’ to a ‘‘vague
and ambiguous’’ law that was passed
hurriedly in the heat of the scandals of
the moment. Kimmelman admits that
passage of the law in 1977 was a “‘rush
justice” effort, but he argues that the
language of the statute is probably as
clear as can be expected from any anti-
bribery law. He points out that in the
absence of lengthy court interpretation
of the act, the Justice Department and
the SEC have issued guidelines and
adopted advisory procedures to dispel
confusion about the law’s terms.

But Kimmelman argues that in any
case, the pending legislation is ‘‘no less
ambiguous, and perhaps more so’’ than
current law. ‘‘The suggestions presented
are anything but clarifications,’’ he says.
‘“They call for loopholes so broad and
ambiguous that they may gut the law
completely.”’

—Kathleen Selvaggio
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the bureau submits its findings to the ap-
propriate personnel of the Justice Depart-
ment. I Justice Department lawyers agree
that the case is worth pursuing, they order
& full investigation. U.S, attorney Joseph
Covington thought the Bechtel case was
worth pursuing, and in October of 1983
he subpoenaed the Bechtel whistle-blower
to appear before a federal grand jury in
Washington. He was, however, flown
there in January of 1984 for meetings with
FBI agent Fred Cundy. Toward the end of
the second of two meetings, which iasted
the better part of a day, Cundy telephon-
ed Covington, who was in Houston work-
ing on another Foreign Corrupt Practices
case.

‘““Yeah, there’s something there all
right,”’ said Cundy. His informant didn’t
hear Covington’s response, but shortly
thereafter the case was transferred from
Cundy to agent Tim Traylor. Transferred
with the case were some of the following
documents now in the FBI's Bechtel file:

e Bechtel’s contract with Y.S. Cho.

e The U.S. Tax Court file on Cho, who
has been charged by the IRS with failing
to declare $34,000 paid to him by Taihan
Engineering Company in 1979 and with
declaring $146,000 of insufficiently
documented expenses that same year.

e The affidavit of driver Kang Ki Won,
given in Seoul to an agent of the IRS in-
vestigating Cho’s 1979 tax return. The
IRS turned the affidavit over to the FBI.

@ The white paper from Moon and
Sohn to Harry Reinsch.

e The dates, numbers, and amounts of
questionable checks written between
September 27, 1979, and August 20, 1980,
on Bechtel accounts at the Bank of
America. The FBI has been informed that
complete records of these transactions,
estimated at well over $50,000, may be
found in the Los Angeles office of Bechtel
Power Corporation. These records should
be carefully examined by the bureau
because, if any of the checks were written
on project accounts rather than on or-
dinary Bechtel bank accounts, the
amounts would ultimately be billed to the
client, KECO. And since KECO’s nuclear
projects are financed by the U.S. Export-
Import Bank, the ultimate victim of any
fraud or malfeasance could be the U.S.
taxpayer.

The Shultz Angle

Since the Bechtel file has been transfer-
red, we have met twice with agents
Traylor and Dan Sullivan, supervisor of
the fraud division in the FB1’s District of
Columbia office. The two were quick to
explain that they were bound by law not
to discuss details of the case with us. They
were clearly interested, though not ter-
ribly surprised, that we were looking into
the possible involvement of Caspar
Weinberger in the Korean bribery scan-
dal. While Shultz’s connection to the case
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seems more tenuous than Weinberger’s,
there is cause for further investigation.

As we explained to the FBI agents,
some knowledge of Bechtel’s corporate
structure is necessary to understand why
Shultz may be implicated. Bechtel is not
really one company. It is many companies
incorporated in different states of the
U.S., and even in other countries, notably
Panama. However, they are all controlled
by one organization called the Bechtel
Groups of Companies, which has its own
separate board of directors chaired by
Stephen D. Bechtel, Jr. Various members
of the Bechtel Group board are also ‘‘ex-
ecutive sponsors’’ of operational func-
tions in the other Bechtel corporations.

Before he accepted his job as Secretary
of State, George Shultz, who was vice
chairman of the Bechtel Group board,
was also the executive sponsor of the *‘in-
ternal auditing’’ division of Bechtel.
Sullivan asked why that was significant,
although he probably already knew. As
his informant had told him, two separate
audits had been canceled by Bechtel at the
insistence of Yoon Sik Cho, one in
January of 1980 and the other in June of
the same year. Those audits would have
revealed the large undocumented cash
‘‘advances’’ being- paid to Cho. What
agent Sullivan had no way of knowing,
however, was that while Shultz may not
have actually ordered the cancellations of
the audits, as executive sponsor of the
function, according to a Bechtel consul-
tant, he ought to have been informed that
they were cancelled. In fairness to Shultz,
though, it should be pointed out that he
may not have been informed that the
audits would have revealed the amount of
cash funneled through Bechtel accounts to
Cho.

s we go to press, the FBI and
the Justice Department con-
tinue their investigation. The
next step, should Covington
feel there is enough evidence
on which to build a case, is to
take the matter before a
federal grand jury and ask
for indictments. We have no way of
predicting whether or when that will hap-
pen. There is currently only one Foreign
Corrupt Practices case, involving seven
defendants, in federal court. By all indica-
tions, things move very slowly in that part
of the federal judiciary. The Foreign Cor-
rupt Practices Act is clearly not a high
priority in the Reagan administration, and
a violation of the act is felt by multina-
tional executives, in moments of candor,
to be only slightly more serious than a
traffic ticket.

The act explicitly forbids any American
corporation or its agents from making
gifts of any value to foreign officials who
are in a position to affect company

Continued on p. 22




echtel’s activities  in South

Kores are part of amuch larger

story about the frantic com-

petition for markets i the

nuclear . industry,  Since the

mid-1970%:. the corporate

giants involved in  building

 nuclear power planis have been

&sspe;ate for business, their expansionary

plans crushed under the steamroller of

escalating  costs, falling  electricity: de-

mand, citizen opposition, safety regula-
tions, and technological failure.

By 1978 cancelldtions of planned
nuclear  plante had outnumbered  or
squalled new orders in the U8, for three
consecutive years, Not a single puclear
power plant has been ordered in the U5,
since 1978, the year of the Three Mile
island disaster. Since then, cancellations
and deferments have mounted, some ins
volving the loss of billions of dolars and,

By?et&r Hay&s Tim Shorrock,

moone case, 2 piant that
complete, : ‘ '
Feeling the pinch at hgme and mabﬁe to
crack the markets in Caﬁada, Europe, a
Jaban, American nuclear mmpames«m &
by reactor manufacturers like We
house and General Electric and architect.
engineers like Bechtel and Ebasco —began

was 9? percen

an aggressive push for Third World

& Lyuba { arsky

of 4 large new market in Ching has sent ins
dustry executives from around the world
seurrying 1o Beiling, making lucrative of-
fers in what Westinghouse President
Thomas Mmrm called *'a zlobal shoot-
e
With ﬂ'ze m{}s{ 3m’i:s1t1 ws nuclear pro-
gram in the world, South Korea is the
“wlum’’ of Third World markets. The

mivarkets. They were joined in the race

country’s 1977 announcement of plans to

market-hungry fivms Jike France’

Framatome, West Germany's Krafiwerk
Atomic Energy of

Union, Canada's
Canada Limited, and Japan's Tmhzba
Competition became so stiff that cme i
dusiry executive described il as
hungry dogs fighting over a few bones.”
The biggest ‘‘bones’’ are thehudﬂm
nuclear power programs of South Korea,
Taiwan, and Brazil, followed by th
Philippines, Iran, Iraa, Mexico, ~
Argentina, In reaent manthg, the prz:)a o

build 21 nuclear plants by the year 2000,

marxjy'; ‘

representing a multi-billion dollar markei,
drew | nuclear companies
Muclear industry
S@oui like a

i Char-
ial who

id-1970’s to undertake such a massive




program might have been induced in the
first place by the American industry’s
desperate need for markets. Pressured by
the State Department and enticed by the
prospect of millions of dollars of Export-
Import Bank loans, the debt-burdened na-
tion moved hastily to find nuclear power
economically attractive. ‘“When the deci-
sionm was made,”’ said an official with the
Korean Energy Research Institute in Seoul
in 1981, ‘“‘a comparison showed that
nuclear had the lowest costs. But I’m not
sure if that was a rationalization after the
fact. The decision could be the result of
industrial companies making an effort to
find a market.”’

/' The “Big Fist”’

The nuclear industry is one of several
American industries which have gained a
large market-share in South Korea—and
which rely significantly on exports to
Korea to boost or maintain profitability.
Currently the sixth largest market for U.S.
exports overall, South Korea is the fourth
largest market for U.S. food products.
U.S. food exports to Korea totalled over
$1.5 billion in 1982, 47 percent of the

Association came to Seoul accompanied
by a Louisiana congressman who repre-
sented a large rice-growing area. Accor-
ding to a Korean official who negotiated
with the two men, the Americans ‘‘used
the big-fist approach.’” “‘Their basic
message,’’ he recalls, ‘‘was ‘we give you
military aid, and you buy our rice.” '’ The
approach infuriated the Korean govern-
ment—but the Japanese purchases were
cancelled.

The American role in the Korean
economy is nowhere more evident than in
the evolution of Korea’s nuclear power
program. The U.S. government has been
the primary influence—and chief finan-
cier—of the program since its inception in
the 1950’s, American advisors convinced
the Korean government in 1956 to
establish an Atomic Energy Section in the
Korean Department of Education. When
Korea embarked on its high economic
growth track in 1965, the U.S. Agency for
International Development (AID) recom-
mended that South Korea go nuclear
“whenever Korea Electric Company’s
electricity system becomes large enough’’
to handle high-megawatt nuclear plants.
On the basis of an AID-funded study, the

country’s food supply. All
of the country’s imported
grain is purchased from
the U.S.; U.S. exporters
have grabbed 100 percent
of Korea’s cotton market
and 60 percent of its raw

hide and skin market.
Korea is also an important
market for American logs
and lumber.

Besides absorbing U.S.
exports, the vast South
Korean market has also
drawn direct American in-
vestment, most of it con-
centrated in petroleum,
food, banking, general
trade, and chemicals. Dow
Chemical was the largest
single American investor
in South Korea until its
sudden withdrawal in 1982
following a dispute with
its joint partner and the
Korean government. Oth-
er large-scale investors in-
clude General Motors,
AT&T, Cargill, and Con-
tinental Grain,

Both exporters to and
investors in South Korea
have used the U.S.
defense commitment to
Korea as leverage to keep
the market in American
hands. When South Korea
announced the purchase

of 500,000 tons of rice.

from Japan in 1981, for
example, a representative
of the U.S. Rice Millers
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Korean government drafted a plan in 1968
for two 500-megawatt reactors, and two
U.S. engineering firms were hired to
design the program.

The U.S. State Department became
even more heavily involved once the pro-
gram was underway. Upon hearing that
Korea would soon order its first reactor,
the American ambassador to Korea cab-
led Washington in 1968 that ‘‘from
various standpoints, it appears in the U.S.
long-term interest that U.S. participate
[in] this project.” U.S. participation,
however, depended on the availability of
funds to finance the expensive reactor
purchases. Unable to interest private
banks, the State Department turned to the
public purse, in the form of the Export-
Import Bank. After an intense lobbying
campaign led by Westinghouse and AID,
the Bank agreed to offer loans for nuclear
power plants despite misgivings about the
long-term viability of the Korean
economy. What won the argument, ap-
parently, was South Korea’s strategic im-
portance as an ally. The loan offer, says
Les Jantz, former Westinghouse project
director in Korea, “‘‘was part of our
defense commitment to the country.”

Negotiations for work
on South Korea’s first
reactors were monitored
closely by the U.S.
government, primarily to
ensure. that the South
Koreans purchased from
an American company. In
July 1969, Secretary of
State William Rogers cab-
led the U.S. Embassy re-
questing officials to notify
the Korean government
that ““Eximbank does not
intend to allocate
equivalent resources to
other projects if nuclear
power contract is awarded
non-U.S. supplier.”” A
few months later, West-
inghouse was awarded the
first of its six contracts.

“‘I want to thank you,”’
wrote then Westinghouse
President Robert Kirby to
Eximbank president Hen-
ry Kearns, ‘“‘for your in-
terest and support. ..[ am
sure that your assurances
to the Korean govern-
ment. .. will enable us to
firmly keep this order for
U.S. industry.”’

By the mid-1970s, with
the nuclear industry in a
downturn, U.S. domestic
economic pressures began
to dominate Eximbank
decision-making. In what
can only be termed a
gigantic industry bailout,
Eximbank invested $4.7
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billion in loans and loan guarantees for
nuclear exports to Asia between 1973 and
1982—almost half going to South Korea
alone,

Enter Bechtel

One of the prime beneficiaries of these
loans was the Bechtel Group and its
Power Corporation subsidiary based in
Los Angeles.

Bechtel had plunged into what promis-
ed to be a lucrative business in the early

days of the nuclear age. The first nuclear
plant to produce electricity was built by
Bechtel for the Atomic Energy Commis-
sion at Arco, Idaho in 1951, along with a
nuclear fuel reprocessing plant on the
same site. With this government-
supported head start, Bechtel leapt into
the commercial nuclear power business,
designing or building about 40 percent of
the nuclear plants licensed or under con-
struction in the U.S. by the end of the
1970s.

Bechtel first went to South Korea in

Aiding
repression

ximbank money and loan guarantees

were an important source of political
support for the military government of
Chun Doo Hwan after the former Army
intelligence officer seized power during
the spring of 1980.

Following the assassination of former
head of state Park Chung Hee by the
head of the Korean Central Intelligence
Agency on October 26, 1979, South
Korea was in ferment. Anxious to turn
away from 18 years of political repres-
sion, hundreds of thousands of Korean
citizens joined in a mass movement for
democracy, trade union rights, and an
end to military intervention in politics.
The movement culminated in an open
rebellion in the city of Kwangju after
Chun seized the government on May 17,
1980, and arrested scores of dissidents,
including former presidential candidate
Kim Dae Jung, a Kwangju native.

Over two thousand people were killed
in the struggle for Kwangju, which final-
ly ended when U.S. General John
Wickham, then commander-in-chief of
American forces in Korea, allowed
Korean troops under his command to be
sent from the border with North Korea
to Kwangju to put down the uprising.

Chun’s military crackdown and the
repression in Kwangju presented Presi-
dent Jimmy Carter, who had champion-
ed human rights during his administra-
tion, with a dilemma: either support the
democratic forces—and risk alienating
the new military governement—or sup-
port Chun and reassure the U.S. busi-
ness and banking community that their
extensive investments and loans in the
country were safe.

Carter chose the latter course. A week
after the rebellion in Kwangju, the presi-
dent dispatched Eximbank president
John Moore to Seoul. The visit, the first
by a major American representative
after the coup, signalled to international
lenders that the U.S. stood behind
Chun. On his trip, Moore promised $600

A visit to South Korea by former Eximbank
president John Moore immediately after the bloody
Kwangju uprising put the ‘‘seal of approval’' on the
new Chun government. Moore is now a Bechtel vice
president.

million in new credits to cover cost over-
runs on the nuclear reactors then under
construction, In a cable to the State
Department, U.S. Ambassador William
Gleysteen reported that ‘‘Moore provid-
ed top Korean officials much ap-
preciated assurances of continued Exim-
bank support for Korean development-
...All of Exim’s Korean clients ap-
peared pleased by his warm assurance of
continued financial support.’’ Moore is
now a vice president with Bechtel.

Carter’s ‘‘stamp of approval”’ an-
gered a number of American congres-
sional representatives, including Don
Edwards (D-California). Edwards
gathered twenty-nine signatures on a let-
ter to the President protesting Moore's
visit and asking Carter to deny Exim-
bank loans to South Korea because of
‘“‘repression of human rights.””

But Moore’s visit was defended by
Assistant Secretary of State Richard
Holbrooke in blunt business terms. In
testimony to a congressional subcom-
mittee, Holbrooke opposed cutting Ex-
imbank loans to Korea *‘with the almost
certain multiplier effect it would have on
private lending institutions in New York
and elsewhere.”” The cuts, he said,
““‘would have an overall adverse effect
on the economy of Korea.”
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1954, in the aftermath of a three year civil
war that caused mass destruction to the
peninsula and left the country bitterly
divided. Over 80 percent of the country’s
electric power before the division was in
North Korea, which had been heavily in-
dustrialized under Japanese colonialism.

Eager to help his friend Syngman Rhee,
the U.S.-backed ruler of South Korea, as
well as to cash in on millions of dollars of
U.S. aid, Stephen Bechtel Sr. convinced
Rhee to give his company a contract to
build four coal-fired power plants. Like
most other American projects, these
plants were paid for by U.S. AID, which
financed the bulk of Korea’s imports
throughout the 1950s,

During the next decade, however,
Bechtel received no major contracts for
any of the 16 power projects launched
under President Park Chung Hee. In-
stead, another U.S. firm, Gilbert
Associates, firmly established itself in the
Korean power sector, and later joined
with Westinghouse to construct the first
two nuclear reactors ordered by the Park
government. When the full-scale nuclear
program began in the mid-1970s, Bechtel
was on the outside, looking in.

As a nuclear architect-engineering firm,
Bechtel also felt the market slump of the
mid-seventies. Architect-engineering firms
are the repository of vast amounts of
technical and management information
required to construct a reactor; as work
has slowed, their technical competence
has slipped. This in turn has hurt the com-
petitiveness of U.S. nuclear equipment
vendors like Westinghouse and General
Electric, who look abroad to sell reactors
in conjunction with U.S. engineering
firms.

It was to the Third World, especially to
Taiwan and Korea, that Bechtel turned
for nuclear business to sustain its ailing
Power Division and to reactivate its
engineering capabilities.

Bechtel adopted a threefold strategy to
snare the elusive contracts with the Korea
Electric Company (KECOQ) for nuclear
units 5, 6, 7, and 8. First, says a former
Bechtel official, they sold KECO on the
idea that the utility ‘“‘needed their own
consultant, someone on their side.”’
Bechtel managed to translate this idea into
a contract to evalute the bids submitted to
the utility for nuclear and generator
equipment for plants 5 and 6. Bechtel then
hired a *‘special”’ consultant, Y.S. Cho,
who helped Bechtel to ingratiate itself
with KECO by undertaking a contract to
manage construction of a World Bank-
financed coal-fired plant at Geojong. Ac-
cording to Charboneau, the contract lost
money for the company, but helped put
Bechtel on the inside track in its successful
bid for the architect and engineering con-
tracts for nuclear units 5 and 6.

Third, Cho and Bechel exploited the
Korean preoccupation with technology



transfer and self-sufficiency by entering a
joint venture agreement with Taihan Elec-
tric Company, a Korean engineering firm
with close ties to the president of KECO.
According to a former company official,
Bechtel felt safe about transferring its
technology to Taihan because the Korean
company—Ilike other Korean firms—was
relatively weak in the field. Bechtel
“figured they would always be ahead in
the state of the art,”” he says.

For Taihan, the joint venture was a
bridge to a bright future as the ‘“‘Bechtel
of Asia,”” as promised by Bechtel’s con-
sultant Yoon Sik Cho (who had led
Taihan to believe he was their agent).
Three months after the agreement was
signed, Bechtel received the engineering
contracts for nuclear plants 7 and 8.
Within a year, however, the two com-
panies were fighting over profit shares in a
joint coal project and Bechtel’s failure to
live up to Cho’s promises. With major
contracts signed, Bechtel had little use for
Taihan and bought out its shares in the
joint venture. This led Taihan executives
to write a white paper to Bechtel (see Part
I) and lodge charges of corruption and
double dealing against Cho.

In response, Bechtel sacked Cho. But
the gesture was essentially a slap on the
wrist because a month later, Bechtel hired
him once again. Bechtel took the un-
characteristic risk of rehiring someone
whose reputation had been sullied, says a
former official, because of the ruthless
competition in Korea. While Bechtel’s of-
ficial policy, he says, was ‘‘death on any
corruption,” there was ‘‘a tremendous
push for results with a whole industry and
a whole division collapsing.’’ As a result,
Bechtel’s agent Cho was able to operate at
the “‘edge of legality’’ and to convince
management that ‘‘financial statements
weren’t necessary, engineering drawings
weren’t necessary. Quality control? Well,
can’t we compromise?’’ Bechtel employ-
ees would go along with this, according to
the source, ‘‘because of the fear that they
would lose their jobs.”

No Place for Koreans

To gain and retain market dominance,
Bechtel had to fend off not only other
multinationals but also fiercely com-
petitive Korean engineering companies. In
September 1980, Bechtel joined several
American nuclear firms in protesting
KECO’s designation of Daewoo Heavy
Industries as the sole supplier to KECO of
all nuclear design and construction ser-
vices, as well as the manufacture of
nuclear equipment in Korea. A formerly
classified U.S. Embassy cable obtained by
Nautilus Research shows that the
American firms brought diplomatic
pressure on the Korean government to
scuttle this move, which would have cut
out all American firms except the one af-
filiated with Daewoo (unnamed in the

Wide World Photos

Secretary of Defense Caspar Weinberger greets American troops in Korea’s demilitarized zones in March
1982. U.S. corporations sometimes take advantage of the massive U.S. military aid to Korea to advance their
business interests.

cable). By the end of 1980, KECO revers-
ed its policy, declaring that nuclear
manufacturing would be separated from
nuclear design and construction engineer-
ing. Most important to Bechtel, KECO
reaffirmed its policy of using foreign
firms to design and engineer its reactors.

Further problems arose for Bechtel. In
early 1981, KECO was angered by
Bechtel’s engineering cost overruns on the
cost-plus contracts for wunits 7 and
8—Bechtel’s bill was twice the original
estimate, This overrun was the sécond
such price shock by Bechtel in three years
and the Koreans took over two months to
approve the extra funds.

Because the overruns were so costly, the
Koreans began to demand more favors
from Bechtel. One area where they
thought Bechtel could help was in gaining
foreign markets for the Korean Heavy In-
dustries Corporation (KHIC), a mam-
moth heavy industrial park on the
southern coast of Korea that had been na-
tionalized and taken over by KECO.
Operating at less than 20 percent capacity,
KHIC was a huge boondoggle with little
chance of selling its heavy industrial prod-
ucts (including reactor parts) without out-
side help.

According to a former Bechtel official,
Bechtel began to call in their long-term
suppliers to meet with KHIC represen-
tatives in Los Angeles. The suppliers were
told that ‘“‘their future business in the
nuclear field would be substantially im-
proved if they were to give some subcon-
tract work to KHIC,” the source told us.
But some of the subcontractors balked,
especially when they learned that KHIC
was not capable of high quality, nuclear-
certified work. The attempt was a failure,
and KHIC remained unused.
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With Bechtel’s reputation in Korea
worsening, Korean engineering firms saw
an opportunity to erode Bechtel’s envied
special position in KECO. In late 1982,
Bechtel’s high-level contacts led the
government to announce that it was close
to giving Bechtel a 49 percent interest in
the government-owned Korean Nuclear
Engineering Company (KNE). This com-
pany, in turn, was to be given all future
engineering work on the Korean nuclear
program, as well as outside contracts.

The announcement caused a furor and
Korean engineering companies protested
to the governement. As explained to us by
a KECO official, the companies feared a
monopoly of the Korean engineering in-
dustry by Bechtel. ““The companies told
us,”’ said the official, that ‘‘you better not
allow Bechtel to make the joint venture,
because then local engineering companies
would have no jobs.”” The protests were
so strong that the government quietly
shelved the plan in 1983. XNE has now
been renamed the Korea Power Engineer-
ing Company and, without Bechtel
ownership, will be the prime contractor in
future nuclear engineering work.

It is clear, however, that Korean
nuclear design engineering capability is
very weak, and that KECO will be forced
to continue to farm out architect/
engineering contracts to foreign firms un-
til the end of this decade. If new nuclear
contracts are tendered, undoubtedly
Bechtel will lead the race to corner the
deals, But whether they will win the race
may depend on how thoroughly the
Justice Department investigates possible
Bechtel illegal activity—and how willing
the U.S. public and Congress are to con-
tinue the Eximbank bailout of the nuclear
industry. ]
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business. And Cho’s contract with Bechtel
explicitly forbids him from violating the
act, But this case is somewhat complicated
by the fact that the law does not
specifically forbid a corporation from giv-
ing a consultant all the cash and ap-
pliances he wants—no questions asked.

““There is bribery and there is bribery,”’
said a San Francisco-based Bechtel
engineer who claimed no knowledge of
Cho’s activity, but was not surprised
when we asked about it. *‘If we give cash
advances to a consultant whose job it is to
make contacts for us and who uses the
cash to open doors, are we bribing or is he
bribing?’’

We raised this question with FBI agents
Sullivan and Traylor. Sullivan, who
claims considerable experience with white-
collar criminal investigations, said that it
involved an interpretation of the act that
remained unclear, that needed to be tested
in court. It seems certain to be tested if the
Bechtel case ever comes to trial. The law
explicitly states that if a corporation has
‘‘reason to know’’ that its employees or
agents are involved in bribery, then the
corporation is liable for their actions.

If it does come to trial, this case could
create serious problems, not only for
Justice but also for the State and Defense
Departments. The U.S. maintains 40,000

troops and an estimated 250 atomic
weapons in South Korea, and has joint
operational authority over the
600,000-man Korean military. Since
Caspar Weinberger became Secretary of
Defense in 1981, South Korea’s status as a
U.S. ally has been upgraded from
““significant’’ to ‘‘vital’’ to the U.S. na-
tional security. Under Weinberger—who
has visited South Korea twice during his
tenure at the Pentagon—the size of the
annual ‘““Team Spirit’’ military exercises
staged by the U.S. and South Korea has
continued to grow rapidly. Investigating
Weinberger for a violation of the Foreign
Corrupt Practices Act now would be cer-
tain to jeopardize this alliance. As FBI
agent Sullivan explained to us, the in-
tricacies of international relations often
make enforcement of the Foreign Corrupt
Practices Act a “‘delicate matter.”’
Neither our own investigation nor, we
suspect, the FBI’s has gathered enough
specific evidence to legally implicate
Weinberger or Shultz, although some ac-
tion seems possible against Bechtel. ““The
FBI is bound by law,’’ said Sullivan, ‘‘to
follow al/l/ leads before closing a case.””
Multinational Monitor and Mother Jones
will follow the same principle. The reason
we go to press now is to assure that the file
on this case is not ordered closed, as quiet-
ly as it was opened, until all the evidence is
examined. The investigation has reached a
point where subpoena power and public
exposure are required to move it along.

We hope that by releasing the story now
we will prompt other media organizations
and congressional committees to join the
inquiry.

In the meantime, Bechtel continues its
hard sell in Korea, where the government
is expected to open bids on reactors 11
and 12 sometime soon. But this time
around, the company goes into the bid-
ding process with a somewhat tarnished
reputation as a result of the huge cost
overruns it incurred on units 5, 6, 7, and
8. Negotiations with the Korean govern-
ment over a joint venture in nuclear
engineering recently fell through after
Korean engineering companies protested
to the government that such a venture
would deprive Korean engineers of jobs.

But with many of its own nuclear
engineers on permanent layoff, Bechtel is
still anxious for work in Korea. Harry
Reinsch was back in Seoul in February,
this time accompanied by former U.,S.
Ambassador to Korea Philip Habib, who
has been on the Bechtel payroll since
1981. Yoon Sik Cho, who continues as a
$90,000-a-year Bechtel consultant, is still
there to assist him.

This report is the result of a joint in-
vestigation by Mother Jones, Multina-
tional Monitor, and Nautilus Research.
Financial support was provided by the
Mother Jones Investigative Fund and the
Project for Investigative Reporting of
Money in Politics.

Resources

Nautilus Research

Box 228

Leverett, Massachusetts 01054
(413) 549-1709

Korea Support Committee

P.O. Box 11425

Oakland, California 94611

(415) 550-8140

Speakers and resources on U.S.-Korea
relations, Korean labor movement,
U.S. military.

Korea Resource Center

1720 Oregon St. #10

Berkeley, California 94703

(415) 486-8759

Resources on economy and culture of
Korea.

Morth American Coalition for Human
Rights in Korea

110 Maryland Ave., N.E.
Washington, D.C. 20003

(202) 546-4304

Church based group monitors human
rights, labor and church activity in
Korea.
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The Data Center

464 19th Street

Oakland, California 94612

(415) 835-4692

Maintains clipping service on Korean
issues; publisher of corporate profile of
Bechtel.

Congress Watch

215 Pennsylvania Ave., S.E.
Washington, D.C. 20003

(202) 546-4996

Monitors the Foreign Corrupt Practices
Act.

For more information on the Bechtel
story and U.S.-Korea political
economy, contact:

Tim Shorrock

1830 Ingleside Terrace, N.W,
Washington, D.C. 20010

(202) 232-7191
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