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Wounded Knee:

THE NEW INDIAN WAR

couple of summers ago, when passing through
South Dakota, I heard that a Sundance was taking place out on the Pine Ridge reservation, and
decided to drive out to see it. It was about eight
o'clock on a raw summer morning when I got to the
Agency near the Nebraska border. It was deserted except
for a pair of priests hurrying across the street, and a reservation policeman—a large Sioux with a pockmarked face and
a belly that hung pendulously over his belt—who was
methodically slapping an Indian teenager in an alleyway.
Cars were pulling in and out of the Sundance grounds,
kicking up clouds of powdery dust. Visitors from other
reservations were camped near the parking area and
crowded around trucks selling hot dogs and coffee. Walking
through the area, I caught sight of the man who was going
to do the dance, as he stepped quickly out of an ancient

house trailer where he had been getting instructions from a
medicine man now escorting him to the sweat bath. He was
a former Navy flyer, an acquaintance I met there told me,
and had just completed law school and set up a practice in
Phoenix.
The public address system began to squawk and then a
number of announcements were made by the master of
ceremonies, who spoke in English and then in Sioux. He
said that absolutely no cameras would be allowed; but after
a hurried consultation with some men standing with him on
the reviewing stand, he said that the Sundance Committee
had changed its mind, and photographers could take pictures after paying a $10 fee. The drums started and old men
sitting in a semicircle inside the sundance corral began to
chant in a nasal drone. Then the party of dancers entered
the corral, the Sundancer in breechclout and bright paint
and flanked by older Indians who would guide him through
Peter Collier's When Shall They Rest, a history of the Cherokees,the ritual. Their eagle-bone whistles made shrill noises as
will be published by Holt this summer.
they advanced to the center pole and then back again.
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The dancing was not like Hollywood's carefully choreographed Indian rituals. There was no fancy heel-toe work,
and one of the old men was lame. It took a long time, with
intervals of rest, for the Sundancer to build up his "power,"
and after awhile I began to hsten to the conversation of a
couple of young Sioux men sitting behind me. Hiding behind sunglasses, they were still a little drunk from the night
before. Every so often, one of them reached inside his fatigue jacket for a bottle of red wine poorly camouflaged by
a paper sack.
As they talked to each other and to friends who stopped
by, I gathered that both had done a tour of duty in Vietnam and now that they were back home didn't know what
to do with themselves. They talked about moving to Rapid
City, about money, girls and cars. One of them had a transistor radio he nervously switched on and off. They seemed
ill at ease among so many traditional Indians, and they
ridiculed everything that happened with a slangy cynicism.
When the dancers passed near where we sat, they giggled
and called them "blanketheads" and "bad-assed Indians."
In an offhanded way, I decided they were examples of the
modern Indian who experiences enough of the white world
that he can't go home again.
After a couple of hours of alternating dances and rest,
the tempo picking up slightly each time, there was a sudden
feeling of anticipation throughout the large crowd. Several
women off to one side of the corral stood and made sway-

ing movements in the direction of the former Navy man in
some kind of honoring dance, and the two young Sioux
behind me stopped talking and started to watch intently as
the Sundancer lay down on a blanket near the center of the
corral. A medicine man bent down over him and, after a
series of prayers, pierced the skin on his chest with a knife,
inserting a piece of bone which was attached to a long
leather thong hanging down from the center pole. The Sundancer then stood up with hands behind his back and began
dancing to dislodge the bone. It took several minutes, and
finally he had to run backwards from the pole to break
free. As this happened I heard one of the two Indians behind me release his breath tensely and say something to
himself in Sioux. His friend answered, and for the next few
minutes they talked seriously in their native language. As I
drove off the reservation later that day I thought about
them and about the attorney who had gone through this
renewal ritual, and it occurred to me how hard it is to
know the nature of the complex ties that bind an Indian,
any Indian, to his people.
This feeling came back again as I watched the news reports from Wounded Knee and realized how easy it would
be to believe that the siege occurred only because of an
identity crisis on the part of the young, educated militants
of the urban-based American Indian Movement. When they
first took their hostages, streaked warpaint over their faces,
and then dared the federal officers encircUng them to come
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ahead and finish the genocide left uncompleted at this same
historic site 80 years earlier, the assumption was that it was
another symbolic protest—against time and fate, against
what the white man sees as the inevitability of history. We
were invited to believe that they were playing the Indians
they could not be in real life; and it was almost as if white
officials were flattering this delusion by adopting a ritual
language of their own. "I'm very impressed with your warriors and with this religious ceremony," said the Justice
Department negotiator who smoked a peace pipe in the
AIM tipi, "and I pray to my father in heaven that the
agreement we are about to sign is not empty words. I commit myself and my government to the extent that these
promises will be fulfilled." The only thing he omitted was
the time span by which such agreements had been bound in
the past: as long as the waters run and the grass grows.
But when these young Indians brandished their rifles and
told newsmen, in the manner of their ancestors, that it was
a good day for dying, it was not theater. They were indeed
ready to die. Not because of their past history, not because
of cultural break-down, and not even because of the substantial grievances of their Sioux supporters at Pine Ridge.
Wounded Knee happened for a very clear reason: the federal government had turned its back on extravagant promises
it had been making to Indians since 1970; it had subverted
attempts to reform Indian pohcy and had allowed Indian
affairs to lapse into a cruel paralysis. For the past year

reservations all over the country have been concerned as
never before that time was running out. And thus if AIM's
action was symbohc, it was primarily because it was undertaken with all Indians in mind.

W

hether or not it was guided by Daniel P. Moynihan's celebrated advice to emphasize Indians
while practicing "benign neglect" on blacks,
the Nixon Administration came to office filled
with expressions of high purpose for the "first Americans"
and with the best chance in 20 years to do something about
their "plight." On July 8, 1970, in a message that caught
the eye of Indians all over the country, if not of the general
public, the President said, "We are proposing to break
sharply with past approaches to Indian problems. In the
place of a long series of piecemeal reforms, we suggest a
new and coherent policy. The Indians of America need
Federal assistance—this much has long been clear. What has
not been clear, however, is that the Federal government
needs Indian energies and Indian leadership if its assistance
is to be effective in improving the conditions of Indian
Ufe."
Coherent pohcy, continued federal assistance, an emphasis on the tribes' own priorities—all these ingredients, however obvious their necessity may have seemed, was exactly
what had been lacking in Indian affairs. Their mere mention
by a President made Indian people all over the country take
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heart. For the first time there was a feeling that the time
was right for a dramatic break with the status quo that had
dominated Indian affairs since the mihtary phase ended
with the 1890 massacre at Wounded Knee and Congress had
taken over where the War Department left off, establishing
a tradition of legislative disaster that neatly paralleled the
disaster of war. Within this tradition even apparently innovative programs were doomed to waste most of their impetus rectifying failed legislation of the past. The New Deal's
1934 Indian Reorganization Act, for instance, had been
largely an effort to undo the miseries caused by the Dawes
Allotment Act. And in a similar sense, the liberal approaches of the 1960's were an attempt to sift through the
legislative chaos of the previous decade.
The tone of contemporary Indian policy had been set in
1953 with passage of House Resolution 108. The name was
innocuous; the provisions were not. This bill announced
Congress' intention to "get the U.S. out of the Indian business" once and for all by terminating the federal trust relationship that protects (in theory at least) the Indians' land
and resources. This legislation was soon going by the ominous name of "termination," semantics never having been
the strong suit of the Indian affairs establishment which, in
1955, initiated a companion policy of enticing Indian famines from the reservation into the "mainstream" of the big
cities and called it "relocation."
Termination meant basically that Indians would no
longer have the special relations with the federal government which had begun as the price of military conquest but
had developed into the central aspect of their tribal identity. They would be forced to take their land in individual
ownership, a scheme that had been tried in the past with
disastrous results. And within a few years the first victims
of Termination-the Menominees in Wisconsin and Klamath
in Oregon—were being widely studied by anthropologists
interested in the process of social disintegration.
As the terminated tribes were plunged into social and
economic chaos, Indians began to fight back. They used the
usual channels such as the National Congress of American
Indians, but they also created an ad hoc movement. By
1958, the Department of Interior fell enough pressure to
make the sheepish announcement that in the future no
tribe would be terminated by fiat. This did not mean, of
course, that heavy-handed attempts would not be made to
win a voluntary consent in the future, but it did give the
tribes a breathing space from a process they had come to
see as cultural genocide.

W

hen the New Frontier breezed into office and
announced that termination, voluntary or not,
had no place on its agenda, there was still a
feeling of caution among Indians, who, as Alvin Josephy has noted, had been so wounded by the previous decade that they had developed a "termination
psychosis." But Indian affairs had been caught up in larger
social currents. As the Vietnam War escalated, those who
fought their way through the myths of American history
for precedents "discovered" the Indian. The counter culture discovered him too, as did liberal politicians in search
of a symbolic constituency. Soon an Indian renaissance was
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building up, as it had at other historical moments when the
nation was undergoing an identity crisis and needed a
touchstone to evaluate the changes that were taking place.
As if to prepare for the legislative program of the Great
Society, grim stories about the "plight" of the Indian were
filtered into the public consciousness: Indian students being
chained and beaten at Chilloco and other of the infamous
BIA boarding schools; Rosebud Sioux families huddled together in the dead of winter in gutted automobile shells;
Navajo sheepherders being robbed of a whole year's income
by the white traders who had the run of their reservafions;
Shoshone youngsters at Fort Hall, Idaho, hanging themselves in local jails as part of a terrifying epidemic of teenage suicide.
In a way, such tales seemed like the sort of thing that
happened in underdeveloped countries. And in a program
similar to the Alliance for Progress' approach abroad, there
was a new emphasis on community and economic development. Thus OEO, CAP and EDA joined BIA on the Indian's
list of familiar acronyms. And if Indian people were never
quite sure about such terms as human resource development, they still appreciated the housing projects, headstart
programs, and health clinics that began to appear on their
reservations.
Some of these programs were destined to fail. But even
when this happened, the Indians were no worse off than
when they had begun, which was rare for an encounter with
the white bureaucracy. But there were some significant successes. Those programs involved with legal aid often succeeded so well that they became the targets of enraged state
and local governments that had been used to being able to
manipulate the Indian and his property at will. Water rights
were restored, stolen property was recovered, and white
predators, who had habitually written usurious installment
purchase contracts with unwitting Indians, were punished.
Even thougli the changes were often almost imperceptible,
the quality of daily life on the reservation improved. And
not least in importance among the developments of this era
was the fact that Indians started getting together to make
demands on the government instead of leaving things to the
task forces and commissions the Department of Interior
was in the habit of calling together once or twice each
decade to decide on Indian priorities. In 1960, the first
militant organization, the National Indian Youth Council,
had formed. By 1964 the Washington fish-ins were taking
place, the first in a series of protests that would become
increasingly militant until they brought the Indians back to
Wounded Knee.
Yet by proposing the notion that the Indian was no
more than a composite portrait of the grim statistics of his
daily life (four times the national average in infant mortahties, 44 year life expectancy, an average per-family income
of less than $2000, etc.), the Great Society was deluding
itself. For these statistics and the very real human suffering
they concealed were but the symptoms of a disease, like
cancer, that the government didn't want to mention, let
alone come to grips with. For one thing, there was the
Bureau of Indian Affairs itself—not only the most miasmic
bureaucracy in all government, but one whose institutional
self-interest had been shown time and again to be opposed
to those of the Indian it allegedly served. There was also the
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Iroquois delegation leaving Wounded Knee
administrative structure in wiiich tlie BIA existed: as a lowranking agency witliin tiie Department of Interior, having
to compete (wlien it bothered to try) with Reclamation,
Forestry, Mines and other, more muscular bureaus whose
activities infringed on Indian land, water, timber, and other
resources, all of which continued to hemorrhage at an
alarming rate.
And so when the Great Society foundered on Vietnam
and sank out of sight, there was not the nostalgia among
Indians that there was among whites. Democrats from resource-hungry Western states overseeing Interior committees and appropriations had never admitted that they
understood the quintessential conflict of interest that
worked so greatly to the Indians' disadvantage, much less
acted to resolve it. (A favorite panacea of the Democrats,
and one which showed their naive insistence that what was
involved were human resource problems, was to move the
BIA from the Interior Department to Health, Education
and Welfare, a move which Indians saw as another, more
subtle form of termination.) The Democrats were genuinely
concerned for the Indians' well-being, but they were hungry
for their lands as well. It was a conflict, like others plaguing
the Indians, that was unresolvable. It had long roots in
history. Even Jefferson, the enlightened father of the
Democratic Party, had envisioned an America built on the
broad shoulders of yeoman farmers, and whose land could
they till except the Indians?

S

till, it was strange that the Nixon Administration, so
colorless in other areas, should have been a center of
excitement regarding Indians. Nonetheless, by the
time that he delivered his 1970 message on Indian
policy, the President was also able to propose measures that
would have gone far toward confronting the basic problems
in the Indian's relationship to the federal government. He
asked Congress to create a position of Assistant Secretary
for Indian and Territorial Affairs that would have clout
inside Interior, and an Indian Trust Authority that would
act as potent advocate when the inevitable conflicts of interest arose between the Indians' resources and those of the
general public.
But it was in the area of the Indian bureaucracy itself
that real progress seemed to be taking place. Secretary of
Interior Walter Hickel (in what one insider called "one of
his capricious moods") ordered the BIA "cleaned out" in
mid-1969. While happy to see the dismissal of administrators identified with bankrupt policies stretching back to the
Eisenhower era, Indians, always suspicious of Hickel because of his dealings with Alaskan natives when he was
governor, were taken aback when several known progressives were passed over for the job of Commissioner of Indian Affairs in favor of a virtual unknown named Louis
Bruce. Indian mihtants especially (some of whom would
soon seize Alcatraz Island and present the new Commis(Continued on page 56)
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HOW THE U. S. WENT BANKRUPT
There was panic on Main Street as meat prices skyrocketed and
the specter of hunger-if not famine-began to loom large: "Why?"
people asked. "Acts of God," came the official reply. Now it is safe
to bet that whenever God gets the blame, the real culprit must be
close at hand.

T

he United States is bankrupt. It has committed the
classic error of borrowing short and lending (or
investing) long, the absolute precursor to bankruptcy, for short-term debts can not be paid out of
long-term assets, as every bankrupt knows. America has $60
billion in net overseas long-term investment, largely financed out of a net favorable balance of some $90 billion
on international trade accounts since World War II. The
best estimate I can make of U.S. liabilities to foreign banks
and treasuries in March 1973, is some $65 billion, principally short-term debt. (Rep. Henry Reuss of the Joint
Economic Committee estimates them at $90+ billion.) In
addition there is an unknown amount rumored in the range
of $70-80 bilUon, of Eurodollars and Asiadollars (including
pyramiding of short-term, international, private, bank-tobank loans) floating around the word as brigand money,
raiding currency after currency and driving the dollar into
two devaluations within 14 months.
The amount of U.S. bankruptcy no longer matters;
whether the foreign official debt is $65 billion or $90+
billion is simply a numbers game. America cannot meet its
overseas debts—except by new debt and so ad infmitumwhatever their real amount.
The reason for American bankruptcy, however, matters
very much. For since the end of World War II the United
States has spent $77 billion in direct overseas military expenditures over and above the cost of the wars in Korea and
Indo-China. Most of this $77 billion—unlike the money
spent in actual warfare—has translated into all sorts of
short-term debts and obligations upon the U.S., debts
which cannot be paid out of long term assets. Moreover,
since the end of 1970 and for the first time in this century,
the U.S. has fallen into deficit in her international trade
accounts. This is why the United States is bankrupt. She
cannot pay her official overseas debts out of her private
long term overseas assets. And it is this bankruptcy which
has provoked the inflation now wracking the country.
The inflation is a long-delayed effect of the progressive
mistrust by foreigners of the value of the dollar—caused by
Terence McCarthy is a consulting economist who was, until recently, Adjunct Professor of Economics at Columbia University. He
now lives in the Catskill Mountains, where he continues his study of
the economics of war, a subject he has been investigating for nearly
45 years.

U.S. military spending overseas and at home. With its international credit impaired, the government must seek to
strengthen the dollar overseas by a conservative, deflationary reduction in federal domestic spending. But deflation
brings with it poverty and unemployment, and the government is then forced by the domestic situation to increase
federal spending to alleviate pubhc distress. A deflationary
policy is thus self-contradictory in the eyes of foreign central banks unless the dollar is already of unassailable integrity in foreign exchange markets. This in turn requires
full convertibility of the dollar into gold among central
banks, a situation ruled out by the circumstances. The
Nixon Administration has declared an embargo on gold
payments.

T

he gold embargo happened this way. International
gold speculation accelerated in 1964 when the
value of the U.S. gold stock, at $35 per ounce, fell
below foreign official short-term claims upon it.
The United States thereupon induced the six acdve European members of the London gold pool not to buy or sell
gold at other than $35 an ounce, and not to purchase or sell
gold except among central banks. The immediate effect was
to establish two prices for gold: $35 per ounce at the official rate and an unknown price, above $35 per ounce, in
the private, unofficial markets outside the United States.
This was mere whistling up the wind. The actual (unofficial) price of gold continued to rise above $35 an ounce,
and drainage of the U.S. gold stock compelled the United
States in 1971 to embargo all further payments in gold,
even to central banks. At last the dollar had become a paper
currency backed by paper, with no gold cover at home, and
repudiation of gold indebtedness abroad. The stage was
fully set for a major inflation.
Two points must be made. First, that evolution of the
dollar towards a paper currency backed by paper was long
predictable, and was predicted.* Second, acknowledged international bankruptcy by the United States—de facto repudiation of her foreign obligations—made devaluation of the
dollar inevitable. Two devaluations followed, and we are far
from the end of devaluation of the dollar. What the dollar is
* By me, for example, in American Dollar in Jeopardy: Can Flight
of Gold Be Halted? originally in A Strategy for American Security,
New York, 1963. Reprinted in The War Economy of the United
States, Seymour Melman (ed.), St. Martins Press, New York, 1971.
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