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Silicon  Valley. Continental Corporation purchased a
comprehensive list of elesctronic equipment and transhippped
them 1illegelly to Moscow over a four~year period. These
transhipments included at lsast one complete integrated
circuit processing plant.69

Some  technobandits are not so  fortunate and are
successfully apprehended by US law enforcement agencies.

Customs agents in Denver arrested an American and a Britain B

o o in 198% as they tried to export to Moscow a a3eismograph li

S system needed for measuring nuclear explosione, as well as K
1‘}\ a laser device for +testing fibre optics and etching

conputer miero-chips.7C

\ i The most successful operation in recent times against the
outflow of high technolegy, was the interception by Swedish
Customs officials of the sophisticated VAX 11/782 computer
. system that was headed for the Soviet Union in November
o 1983%. The technobandit behind the illegal shipment of the
4 US VAX 11/782 wes a German named Richard Muealler, whom
enforcement authorities regard as provably the mos*
successful Soviet high technology smuggler of all time.

The Case of Richard Mueller R

Some experts in industrial espionage have dubbed Mueller a

"guperbandit®, dus  to his proficiency and far-flung i

operation of wmore ‘than 40 frombt companies he directed

) around the world, to facllitate the diversion of sensitive
o US high tmchnology transfer to the Soviet Union.

Phe activities of Richard Musller, a Soviet agent,7! first
cams to light in {974 when he and a colleague, Volker Nast,
; directed the shipment of semi-conductor manufacturing . i

‘ equipment to the Soviel Union via Canadian, West German and .
: Swiss dummy coupanies.72
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II Industries, & Silicon chip high Yechnology firm headed
by Gerald Starek, cooperated with the Soviet Union in 1974
through Richard Muellsr, as a result of his company facing
serious financial problems at the time. Mueller promised
Starek a $1,5 million sale of semi-conductor equipment and
ultimately $35 million for & complete assembly line for the
mags production of micro-computers to ease his financial
provlems.73 In 1975, +%he CIA %tipped off the US Commerce
Department abouwt Mueller's activities. In turn, Commerce
Department officials celled II Industries and informed them
that Mueller's order was headed for the Boviet Union, which
prompted Starek %o cancel the order. However, Starek and
Mueller secretly set up two front companies in Montreal +o
facilitate the continued diversion of  semi-conductor
equipment vie Canade and Switzerland to the Soviet Union.

EBventuslly the U8  Jovermpe % rteiled Mueller's
activities, and in their absence, Mueller and Volker were
both indicted by a Federal Grand Jury in San Fransisco in
1975. Several Amsricans, inocluding Starek, raceivea five
year suspended sentences and small fines. Mueller faced
arrest 1f he ever entered the US again.

This setback did not deter Mueller's activities. Based in
West Germany during the late 1970's, Mueller expanded his
operations when he and his partner, Volker, established two
front companies 1in Switzeriand called Semitronic AG and
Integrated Time AG. Both thess companies were subsidiaries
of Mueller's West German company, Deutsche Integrated Time.
Late in 1979, Musller set up two further front companies in
South Africa, Micro Bleotronics Research Institute (MRI)
and Optronix, which were in turn fronting for Semitronic AG
in Switzerland.74

b

_

Mgy

e Ak . R TR .



~181-

By 1981, Richard Muel. -. was dealing in advanced Digital
equipment computers auns shipping them back to the Soviet
Union. Utilisiug his South African company, HMRI, Mueller
attempted his tbiggest espionage coup ever. Using an
intermediary company 1in New York to handle the paperwork
and obtain a Commerce Department export licence, MRI
purchased a complete VAX 11/782 computer weighing more than
85 tons, and software worth some $2 million.7% Its
ultimate destination? The Soviet Union.

The US Commerce Department granted the licence on condition
that the computer was not transferred from MRI in South
Afrieca to another destination.

Ironically, abt +the same time that the Commerce Depariment
granted permission for the VAX computer to be exported to
South Africa, the US Customs Department was investigating

, the exporting effairs of Richard Mueller., Towards the end

of 1983, events suddenly moved rapidly when on receiving
new information on Mueller, the Custons Department
frantically tried to track down the VAX shipment. What had
happened? The anawer lay in the arrest in 1983 of German-
born South African Commodore, Dieter Gerhardt, Deputy
Commandsr of South Africa’s Simonstown Navel 3Base, on
charges of having worked for the GRU for more than =
decade.

Intelligence sources believe that Musller had worked
olosaly wlth Gerhardt before his arrest, while he was in
South Africe to supervise the tranafer of the VAX 11/782
computer from Houth Africa to the Soviet Union.76 During
his interrogatien, 1t is believed that Gerhardt revealed
the identity of hls agent controller - Richard Mueller.77

With his cover blown, Mueller was in serious <trouble, as
the South African authorities were now seeking hig arrest.
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On October 29 1985, the VAX computer was shipped out of
Cape Town Harbour on a container ship bound for Hamburg and
then Stockholm, where the egquipment would be sent on to the
Soviet Union. According to South African police
aunthoritiss, Mueller left shortly afterwards for Austria,
becauge he faced exporv charges if he went back to West
Germany. US Custom officials in Burope finally caught up
with the VAX shipment when, with the aid of Swedish Customs
officials, the VAX comy %r was impounded in Stockholm.

Intelligence scurces report that Mueller has gince
undergone plastic surgery and continues to operate from
bages 1in Bastern Burope -~ gome believe from Hungary.
Mueller remains %o +his day the the most sought-after
technobandit by the CIA, Britain's MI6 and West Germany's
Bundesnachtendienst Intelligence Services.

The CIA estimate that between 1978 and 1983, Mueller
delivered 4o the Soviet Unton  advanced compubers,
peripherals and micro-electronics manufacturing squipment
worth at least several tens of millions of dollars.78

In conclusion, +the combination of past and present Soviet
sequisition practices and projected Soviet military needs
indicates that the US and its Allies are likely to
axperience gerious counter intelligehce and related
indugtrial security and espionage problems over the nex¥
five %o ten years. Since the early 1970's, the Soviet
Union hapm developed a formidable acquisition apparatus
which the West ls only now beginning to understand fully.

As the US and its NATO Allies continue to tighten the flow
of high-technolgy sales to the Soviet Union, so the Soviets
will increase their efforts to obbain 1llegally their high
technology reguirements. It is often +he combination of
legally and illegelly acquired technolvugies that gives the
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~sviet Union the complete military or industrisl capabllity
it needs.

The Soviet illegal acquisiti -y programme has played a
crucial role in modernising it military/industrial
complex. Although the extent i not precisely known, it
would compare at least favourably with figures released by
the Rumanian authorities, who estimated in 1978 that over
35% of the inventory and aevelopment of Rumanian industry
was due, at least in part, to covert intelligence
operations.

Purthermore, through their illegel acquisition programme,
not only have the Soviets realised substantial savings in
scientific and technological development Dbreakthroughe,
they have also obtained an overall view of the status and
techuical level of Western weapons production, and the
dirsetions that advenced weapow systems are taking. This
enables the Soviet Union to adjust its acquisition needs
accordingly.

Today, economic espionage has become the Soviet Unien's tiop
intelligence priority, which Weastern countries are only now
beginning to respond to.

b aodblon 1% sl L\m& *:”M
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CHAPIBR 6: WESTERN CREDPIT TRANSFERS: SUBSIDISING SOCIALISM?

Since 1917, U8 =and Buropsan danks and later +their
respective governments, have playesd a key rols in financing
the economic development of the Soviet Union. There are
three 1identifiable periods in the history of the Bolshevik
regime, where US finencial aid to the Soviet Union in the
form of credit leans have been most prominent: 1917-1930; K
1940-1545 end 1968-1980. s

In the early years of thes Bolshevik Government, the key US
banks that gave financial assistance to the Soviet Union
included Chase National Bank, The Federal Reserve Bank of
New York, Guaranty Trust Company, National City Bank and

the National Bank Fur Deutschland.i These banks, along

with several Buropean banks, were primarily responsible for {
resuscitating Soviet industry after the Bolshevik S
Revolutiion. The US bank that stood out above the others in =1
agsisting the Bolshevik Government, was he Rockefeller- !
owned Chase National Bank, which today is known as Chage
Manhettan Bank.

During +he 1920's, +he Bank financsd Soviet imporss of US Ty
cotton. When the Sovist sbate-owned company, Amborg, was L0
established in New York in 1924, Chase National agreed to
handle its promissory notes and letters of credit to aid

the import from the Soviet Union of fur, timber and N
preclous metals to the US. In 1926, Chase advanced the 3\
Soviet Govesrnment revolving ecredit of $30 million and ;Xk
during World War ZI, Chase was Ambtorg's prinocipal Us bank

in lend-lease fransactions.2 Y

Resve Schley, one of Chase National's Vice-Presidents in R

the 1920's, was also President of a Wall Street lobby group .
known as the American-Russian Chamber of (ommerce, which
was a@st up In 1922 with fHovist agents to break +the US
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Government's ban on trade with the Soviet Uniou.5 Reeve
Schley was a vocal exponent for recognition of the Soviet
State and increased US-Soviet trade.

The rationale behind this seemingly unholy aliiance between
Wall Street Capitalists and Bolshevik revolutionaries - the
"traditional" class enemies of world politics, will be
explored more fully in the £inal chapter. What 1is
important to note at this stage is that this collusion has
been corroborated by private remearchers, notably A. Sutton
who h&8 saccess to classified State Department =£iles and
intelligence documents.

Shortly after the U8 Goverument recognised the Bolshevik
Government in 1933, +the US Export/Import (EXIM) Bank was
set up in 1934, primarily to finance Soviet purchases of US
goods. 4

During World Wer II, the US Government loaned $11 billion
in lend-lease sqguipment to the Soviet Union, & debt which
was never repaid and finally cancelled by Henry Kissinger
in the early 1970's. During the Cold War, financial loans
to the Soviet~Bloo dropped %o almost =zerc as the Soviet
Tnion reverted to autarky and Western attitudes hardened
towarde lnternational Communism.

However, in +the mid~1960's the emergence of detente as a
eredible foreign policy instrument to deal with the Soviet
Union, and the realisation by Soviet leaders of the need to
turn %0 the Wast %o solve the economic contradictions of
HSoelalism, paved the way for the greatest transfer of
credit yet to the Soviet-Bloe, which according to TFelix
Rohatyn, = prominent Wall Street banker, overshadowed the
post-World War II US Marshal Plan to reconstruct Europe.

e — ash
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The rhetoric of detents in the early 1970's provided the
palitical rationale for the decision of both private banks
and Western Governments to open the credit floodgates to
‘the Soviet-Bloe. US and Buropean banks, along with various
government finaneial agencies, participated in the
financing of a host of industrial development projects in
the Soviet Union. The US EXIM Bank was the leading US
government agency issuing loans to the Soviet TUnion for
var’»us projeets, which included the Fiat Togliatti car
plaus., the Xesma River truck plant and various chemical
conplexes. Chase Manhattan Bank was fhe leading US Bank
funnalling credit +transfers +o +the BSoviet Union. in
January 1973, Chase epitomised the spirit of detente when
it Yecame +the first Westirn Bank to open an office in
Mogcow on Karl Marx Square.5 The largest single financial
loan %o the Soviet Union was $5-10 billion made by =a
consortium of Buropean banks {n the early 1980's, to
finance the construction of the Yamul pipelinel

If detente provided the  political rationale for
facilitating credit transfers to the Soviet Union, the
asconemic rationale for this decision, some economists
believe, can be traced back to the 1973 oil erisis., Awash
with petro-dollars from the burgeoning oil sales of OPEC
countries, Western Danks were looking for good investment
areas. At the time, the industrial ocountries vere
recsssion-bound, offering weak incentives for invesiment
while +thes developing countries were unatable and oapital
poor. The banks believed that the Soviet-Bloc offsred the
best investment opportunities because (&) the governments
were stable (and not likely %o be overthrown); (b) the
labour force was skilled; and best of all (c) there wers
no trade untons.6 PFurthermors, the banks believed that the
Soviets would bail out its allies 1f their loans were not
repaid. Known as the "umbrella theory", bankers perceived
that the Soviet Unlon would act as a credit safety net for
1ts Eastern Furopean allies, and had a political if not a
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legal obligation, %0 bail out its allies if <they were
ungble  bto service their debts.7 Weatern governments
extanded credits to FBastern European countries in the
{misguided) belief +that it would help loosen the Soviet
Union's grip, both soonominally and politically, on these
countries and nmeke them wore amenable to Western
influences.

As a result during the 1970's, credit fransfers to the
Soviet Union mushroomed, which in turn precipitated an
alarming increase in Soviet-Bloa debt. In 1971, Soviet—
Bloc debt stood at only $9,3 billion. By 1975, +this debt
reached $20,8 billion; 1in 1981, 887 billion and today
stands at over $100 billion. The CIA estimated in 1980
that 80% of this delt wae representative of commercial bank
loang to the Soviet-Bloc.8

In 1971, Soviet debd stood at only $1,8 billion. 1In 1979,

Beviet gross debt had risen to $17,2 billion and according 3
%o the O0BCD, stocd at over $30 billion 1in 1984.9 The A
Soviet Union has, however, built up deposits in West =n

banks of some $7-§ billion, which in effect gives that . 1
country a nett debt of $25 billion. Between 1974 and 1979,
repeyments on principal and interest rose from 12% to 18%
of total Boviet hard currency earnings from exports.t0
Today this figure probably stands at over 20%, which means
that 20% of Soviet exports go to paying off +he interest
obligations on ite &debt alone.

The Polish situation is more alarming, because like the T
Soviet Union, Polish debt rose from $1,4 billien in 1971 to

$32 billion in 1981, bvut unlike the Soviet Union, does not

have the export oapability to even cover the interest

payments on its debt. In the late 1970's, 85% of every i
dollar borrowed by the Polish Government went to servicing
its foreign debt.{{

. e R T W .
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By the =end of the 197¢'s, Soviet-Bloc debt had reached
serious proportions, which in furn threatensd the gtability
of the Western banking sysbtem and with it the world's
Capitelist economies, The economic and political rationale
behind the credit $ransfers lay in ruins, and instead had
created unforseen problems for Western bankers and Western
national security conglderations. Even the architect of
detente, Henry Xissinger, volced his concern on the
dramatic rise of Soviet-Bloc dsbt. When addressing a
ministerial mesting of the OECD in June 19%6, he warned
that the dsbtor countries had acquired substantial leverage
over the credijor countries througn the latter's fear of
default.i2

A Swisgs banker who was once questioned years ago about the
expanding Soviet-Bloc debt, commented "... make a &mall
lozn and you have a debtor, make a large loan and you have
created a partner." Western governments and bankers,
sconomists believe, have created a Frankenstein-type
pariner, which they no lenger have much control cver.
Whils 1t has been argued that the Soviet Union would only
use ite debtor leverage in extreme insitances, not wishing
to prematurely jeopardise future financial ties with +the
West, +the real dilemma facing the West is +that this
(potential) Soviet leverage 1is not effectively counter
balanced. .13

The Sovist-Bloc has slready rocked the Westsrn banking
establishment on several ocoasions with minor repayment
problems. Poland was dechnically bankrupt in all but naue,
when conventional lendlng %o Poland was suepended in 1978.
However, Wesbtern banks seemingly ignored Poland's serious
debt  problem when in 1980 & large Western , banking
congortiun lent $550 million to Poland to purchase grain,

§ 
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as did the US Government when it extended $570 million in
food credite +to that country at a time when 1t needed
$2 billion annually just to service its debt.14 This type
of lending by the US Government to a country which is
technically bankrupt hes perplexed many observers and
angered opponents of credit transfers to the Soviet-Bloc.

While +the Bovist Union's debt to US banks 1is  only
$275 million,15 which 1is negligible compered to overall
Soviet-Bloe debt, US banks are heavily exposed to other
Bast~Bloc countries, especially East Germany and Poland.
Poland owes the US $2,8 billion, saccording to Prof Raczkow
of +the International Financing Relations at +the Central
Bchool for Planning and Statistios in Poland.16 US banks
faced & crisgis in July 1982 when.Poland refused to repay
the principal and infsrest due on several private sector
loans, unless new credits were fortheoming. In the face of
what amounted %o economic blackmail, US banks advanced $450
million to Poland to help service its debt repayments.17

The "umbrella theory" collapsed as the Soviet Union refused
t0 bail out Poland, which as a result has placed the burden
of any future Polish default on the backs of the US
taxpayer, because over 50% of all US private seastor loans
to Poland are guaranteed by the US Government and will be
covered 1a a default. A aimilar portion of Wast Burspean
bank loans are aimilarly oovered by their respective
European Governments.

In the late 1970's +the U3 Government, realising +the
inereasirg possibility of being faced with Soviet-Bloe
defaults, enacted the Monetary Control Act of 1980 which

-gives the U3 Government - more specifically the US Federal

Reserve Bank - the powsr to moustise foreign debh, i.e. pay
out US banks for any loans made to a forsign country which
may go "bed'. Thig controversial pilece of government
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legislation effectively places the burden of ahy Soviet—
Bloc defsult on the backs of the US taxpayer to avoid a U8
benking collapse. By 1983, the US Governmen’ had alrsady
frangferred ${25 million to US banks whose loan repayments
were not forthcomlng from Poland.

US Dbankers are looking hopefully at Polend's bid to become
& member of the Intarnational Monetary Fund (IMF) and the
World Bank o ewpe its lignidity problems, where it will
have access to new financial loans. Membership of the IMF,
which makes short term balance of payment loans, is a
prerequisite for membership. of the World Bank, which makes
loans generally %o support long-term projects in energy,
agriculture, transportation and other economic fields.18
Poland's membership must sotill be ratified by the IMF
Board, where the US commands a 20% vote.  Although the US
maintains sanctions againet Poland, imposed im Novemher
1982 when the Pplish Government outlawed +the Sclidarity
movement, it will not oppose Poland's IMF membership, which
will senable Poland indirectiy to obbtain US Government
financial aid through IMF handouts. These handouts will
easure that Polend can continue ot least to service its
debt obligations to US banks.

Financial experts bslieve that the Soviet Union itself may
soon be facing serious problems in mervicing 1its still
growing forelgn debt. Originally, the Soviets had borrowed
large agounts of Western credit, By capitalizing on its
much~-publicised oil and gold reserves %o serve as
collateral agalnst exfended oredit linea, However since
1983, world raw matsrial prices have fallen sharply, which
has put a serious atraln on Soviet esarnings. Two thirds of
the Soviet Union's hard currency exports of $32 bdlilion
congigte of oil and natural gas whose prices have dropped
sharply since 1984, from above $25.00 barrel to a low of
$12.00 in 1986. Soviet earnings from oil will drop some $4
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to $8 billion in 1986, which means that Soviet borrowing
requirements will rise sharply in the short term +to
counterac’ this revenue shortfall.

After a relative™y quied period between 1979 and 1984 when |
Soviet foreign debt levels remained relatively constant, §
Soviet Dborrowings inersased dramatioally in 1985 when it
borrowed $8 biilioni9 from Western countries, which }
raflacted the sudden drop in Soviet hard ourrency earnings I
from its raw material axports. A similar amount will be %
borrowed in 1986. Econonists have warned that, faced with ]C}
|

the prospect of decllning oil production and contilnued low
otl and gold prices, the Soviet Union could end up in the
same sort of trouble a8 the ILetin American debtors.
i Projected Soviet foreign debt is expected to increase from
around current levels of $40 billion to between $70-80
billion by 1991.

The threat +thet the Soviet Union and its allies will use
its growing debt as a lever to extract economic and
politteal concessions from the West, cennod be ruled out.
Pinancial experts believe that the Soviet Union mwmay be
quietly encouraging Cuba Yo form a Third World "debt
cartal”, which will hold serious implications for the
Western banking system. Raul Leon Torras, the President of .
the National Bank of Cuba, has alic iy held discussions i 1
with several Latin American cowtnries, incliding Brazil, .
Mexico, Argentina and Peru, to gauge support for this
idea.2C

The collaps? of the West's banking system at the hands of
this debt cartel would represent the greatest triumph for
internationul Communism over Capitelism. Already the
massive borrowings of credit from Western Burops may be {
geen in terms of Soviet global policy to ensnare the region iy
in a web of sconomle commitments that will ensure BSoviet [
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political and economic lgverage aver its policy
formulations.

Whils US banks are less exposed to Soviet-Bloc debt than
their Buropean counierparts,  they are indirecuiy tiel +to
the fate of Buropean banks by inter-baik loans, whereby it
has been estimated that - over 40% of large banks
international deposite are redeposited with  other
internaticnal banks.2! US banks face collapse if Buropesen
banks are confronted with a Soviet-Bloc default.

A major criticism levelled at credit transfers to +the
Soviet Union is that by usiiig untied credits and by tapping
into the large Burodollar market, the Soviet Union can both
susta.a ite present level of costly global commitments and
finance +the legal and 1illegal acquisition of Vestern
technology %o modernise its military/industrial complex.
One noted East-West 1trade authority estimates that
approximately 15% of the Sovist Union's GNP is currently
dependent on trade with credits from Western countries.22
Bovist hard currency exports Yy themselves are not
sufficient to sustain 2 global empire.

The 3Soviets not only rely on Western credit loans from
governments and private banks, but are also increasingly
tapping into the less visible global inter-bank market to
raiss its financial borrowing requirements. The inter-bank
merket is  global in scope and has Dbeen formed by the
practice of +$h¢ world's banks depositing cash with one
< 1other %o facilitate the efficient flow of funds and to
earn income on excess cash.

Six Boviet-owned banks located in the West are heavily
interlocked into the inter-bank market. These banks
include Eurobank in Paris; the Moscow Narodny Bank, London
and the Ost-West Handlesbank in Prankfurt.23 It has besen
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estimated that these Soviet~owned banks have atiracted
roughly $5 billion in Western deposits, while other Bastern
Buropean banks have attracted a further several billion
dollars more, which constitutes & sizeable source of cheap
money that the Sovietid.can draw upon for their purposes.24
No wsteps havé been taken to ocurtail +the intrusion of
Soviet-Bloc banks into tHe inter—bank market.

Much of the untied credit transfers made to the Soviet-Bloe
are used against the securlty and strategic interests of
the TUS. A confidential Department of Defence letter
relsased by the Senéte Banking Commitbtee during the
hearings on Bill 812, slated a $500 million US loan made %o
Bagt Germany in 1984, because "thé loan was large enough to
agsist in  financing Warsaw DPact support of Soviet
adventures and operations in the Caribbean and Central
America ... while susfaining imports of US strategic
technology."  The letter noted tha$ East Germany - then
granted a $20 million lvan to Nicaragua, untied to any
project and therefore available for. weapon procurements.25

Another major eriticism levelled at credit loans to the
Soviet Union 1is the role that Western governments have
played in actively guaranteeing and subsidizing private
btanking locans and exports to the BSoviet Union. Large
banking institutions were offered large amounts of
preferential financing and guarantses to enable their
companies to profit from trz Western development of Sovied-
Bloc economiss.26

Accerding to the OBCD, two thirds of the Soviet debt (some
$24 billion) was subsidized by Western governments, which
wakes the Soviet Union's foreign debt the most heavily
subsidaired in ' vorld.27 US Government agencies that
disburse foreig «n8  to the Soviet Union include the
Oommodity Credit Corp, which finances the sale of U
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agricultural exports; the EXIM Bank; Bxport Sales Program,
end indirectly  the IMFP and World Bank  where us
contributions are substantial.

Poreign Loans are all 6stensibly designed to further the
export of US goods and services abroad. This is the role
designated to the US EXIM Bank, where it loans "x" million
dollars %to the BSoviet Union +to enable it %o buy US

commodities £rom US companies. This loan is then repaid
over a number of years e the US Government. Business is
given to TUS companies and UR exports are promoted. Iin

realidy, however, the Soviet-Bloc debt and the inability of
countries 1like Poland to even service the interest on its
debt repayments, have cancelled out these potent’al
advantages.

Another disturbing aspect of US Government credit transfers
to the Soviet Unior is that most loans are made at
extremely favourabls interest rates, in coatr. 3t to the
high interest rate US consumers and companies have to pay
for similar loans. In 1979, vhile US consumers were paying
20% on prime vorrowing rates, +the US EXIM Bank dropped its
average cost of a loan from 8,53% to 8,25% - mainly to
Bast-Bloc  countries.28 It seems illogicel to lend
countries with shaky debt structures lcans on such
favourabls terms. The US taxpayer is ultimately
subsidizing government low interest loans mede to the
Sovist Union and its allies.

This  collusion Ybetween Western governments and the
international banks has nothing to do with ¥ree Market
sconomics. The rigk factors involved in acssssing the
merits of making loans to the Soviet Bloc have hesn
goftened by government gusrantees to cover hank loane mads
to the Soviet Union and its alligs. If this preferential
arrangement had not existed between governments and bhanks,
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loans to the Soviet-Bloc mby have heen considerably less
than their present levels. Ultimately the US taxpayer and
not the US banking communinity has to bear the financial
consequences of bad economic policy decisions mads towards
the Soviet Union and its alltes.

In cunclusion, a valid and security-related question that
must be asked is whether the US and Western Burope will
ever receive comparable raturns on such long terzm “oredit
investments" in non-markei economies. Financial experts
believe that they will not. The Wall Street Journal argues
that since the 1970's, Government 2xport credits and
official guarantees' +0. the Soviet-Bloc have cost Bonn,
Paris and Londan billions of dollars. Europe's huge
government-sponsored misallocation of capital (from West o
Bast), the Wall Street Journal believes, helps to explain
Western BEurcpe's slow economic growth.29 PFinancial loans
withdrawn from +the US and Buropean finanoiasl markets for
the Soviet-Bloc has tended to have a "erowding out effect®
on  the availability of cheap money for local borrowing
requirements, which in burn has a depressive effect on the
economic performances of these countries.

Furthermore, because of the increasing inabdility of the
Soviet~Bloc to meet their debt repayment obligstions, many
US and Burcpean companies have switched to counter +trade.
{A quasti barter arrangment where the Soviet~Bloc repays in
products. ) Thie 1is creating problems of dependency on
Sovist~Bloc countries (e.g. naturel gas from the Yemul
Pipeline) where the dumping of cheap Soviet-Bloe protucis
Shreatens the viabllity of some important industriee in the
West.

Despite these serious problems that have resulted from
Western credit transfers to the Soviet Union, sectors of
the US establishment continus to downpiay the debt threat
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and press for more credit tranafers to the Soviet. Un’.n.
For example, according to BEd A. Hewett, a Senior Fellow a.d
specialist in Soviet Affairs at the Brookings Institutism,
a prominent Bstablishment think btank fthat supports de’ente
with the Boviet Union :"The Soviet Union has come to be
regarded as one of the best credit risks around."30 This
statement contradicts the serious economic problems that
are sbarting to beset the Joviet system.

In May 1982, the Irilateral Commission, a global power
alite whose mwmembership includes prominent politicians,
economists, bankers and heads of multi-national
corporations from North America, Western Burope and Japan,
published a report which encouraged more credit loans %o
the Soviet-Bloc.31 This at a time vhen Soviet-Bloe debt
was nearly $100 billion, Poland was technically bankrupt
and BSovist aggression in Third World trouble spots was
increasing. The views of the Trilateral Commission should
not be underestimated as its influence pervades through the
US Stete Department and the White House in areas of
economics and foreign policy.

Some experts Dbelisve ‘that it is almoat impossible for
Western bankers and governments to exiricate themselves
from the Bovisi-Bloc debt problem. A Catch-22 situation is
developing, whereby the US bas to ald Soviet economic
development through wmores loans so that the PBoviets can
exploit their natural resources for export and in turn pay
off ‘their loan repnyment obligations. Falling prices of
commodiftes like oil and natural ges, is an snathema o the
Western banking community, because it impedes the ability
of the Soviset Union to repay its foreign debt. Ironically,
Western governments and banks naw have a vested interest in
the conbinued stability and economic development of the
Sovist Union, which 1is contingent on the maintenance of
dstente to facilitate the transfer of credit loans to that
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country. This development which effectively finde the

Weat's Dbanking community on the same side as the Communist I
rulers behind the Iron Curtain, poses a serious problem for °
Weatern government policy formulabtions towards the Soviet 'k"
Union. ==

A scenaric has been postulated by some experts, which
suggests that the international banking system would frown
upon any talk of "lLiberation' baking place behind the Iron
Curtain, in case the new rulers repudiated the loans of the
former Commuaist regimes.

According to Prof Richard Pipes, one of the foremost .
Sovistologist® 4in the U3, Lech Walesa and his Solidarity
Organigsation was bad news to the US banks, and when the
Polish Government imposed martial law in December 1981,
the sigh of relief emitted by bankers was almost audible®.
The bankers hoped  that represgion  would improve
productivity in Poland and, by increasing exports, enadle
that country to repay some of its forelgn debts.32

Ironically, the threat of the people of BEastern Europe
regaining their Zfreedom poses as much of & threat %o
Western Dbankers as 1t does to ‘the nonelected Communist h‘
rulers. As a result, US banke vigorously continue %o b
premote  detents, and through the US State and Commerce
Departments, oppose any efforis made to control the flow of
credit transfers to the Boviet Union. This was oclearly
apparent when confliet erupted in the Reagan Administration
at the end of 1985 in response to leglslation proposed hy
Senator Jake Garn, Chairman of the Senats Banking Committee
and Crngressman Williem Proxmire, that would enforce
tighter controls on credit lending to the Soviet-Bloe. The
proposed legislation would amend the ¥xport Administration '
Act  of 1979 to give the President disoretionary authority
%o prohibit, curtail, monitor or otherwise regulate the

|
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transfer of credits or other financial aseets to Communist
oountries, exeluding Yugoslavia, but including Red China.33

The White House wag divided down the mniddle. Those
aupporting this amendment included Defence Secretary,
{aspar Weinberger; former National Security Council
advisor, Robert C. McParlane; CIA Director, William J.
Casey and Attorney-General, Bdwin Messe. Supporters of
this amendment stressed the need to monitor financial flows
to  potential adversariss, ineluding countries that
supported international terrorism.

Those opposing the Bill included Secretary of State, George
Shultz; Tromsury Secrstary, James Baker JTII; Commerce
Secretary, Maleolm Baldridge and Presidential Chief of
Staff, Donald T. Regan. Opponents of the Bill stated that
the Bill would have & "chilling effect® on President
Reagan's efforts to encourage trade with the Soviet Union.
The Assistant Treasury Secretary, = Davigd Mulford, stated
that 1t would send a message "diveotly ocounter 4o the
mergage from Geneva end that US Allies would resist any
attempts to coopsrate in restricting credit to the Soviet
Union."34 President Reagan cast the deciding vote against
the Bill, effectively neutralising White House suppert for
the Garn/Proxmire amenduseat.

The Bill is also receiving opposition from the US banking
community at a time when they are again stepping up the
transfer of oredit to the Soviet-Bloc. After several yesrs
of 1it%le creditv-lending by US banks to the Soviet-Bloc, US
lending suddenly inovreassd dramatically from $75 million in
1984 +to 81,3 billion in 1985, In 1985, US banks led an
international syndicate that raised $1,1 billion for EHast
Germany.35 Firet Natlonal Bank of Chicago, which has a
history of finahcing grain experts to the Soviet Union, led
another baunking group in July 1984 that mede a $200 million
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loan to Moscow.36  The Geneva PBummit has helped in
facilitating the latest Soviet overtures to US baaks for
more loans to compensats for its falling foreign currency
earnings. The Garh/Proxmire Amendment i the last
restriction that both the Soviets and the US banks need to
interfere with their resuscitation of detente, As a
result, with 1ittle, support fLrom the White House and
oppesition from the UY business community, this importent
amendment is unlikely %o be passed by Congress.

The question of control over credit transfers to the Soviet
Union 1is & aifficult one. It would be unrealistic to
terminate completely all credit transfers, for the gimple
reason that credit transfers are needed to service debbs
such as Poland's, to avold a default. However, there are a
number of activne that could be taken by the US Government
to lessen the flow of credit transfers to the Soviet-Bloc
countries. Phe Garn/Proxmire Bill is one such example,
which would at least give the US President discretionary
povers to monitor and intercede if necessary, on loans
given t0 Communist ocoundries +that may be used for
suppcrding international terrorism or formenting revelution
in certain parts of the world.

Secondly, all loans wmade to the Soviet-Bloc by both the
Government and US private banks should be disclosed 4o
Congress. A CIA report on Soviet and Bast Buropean hard
currency debt admits that Western finaneial reports, both
from governments and private banks to the Soviet Union, are
deficlent. Arguably, the US taxpayer has a right to know
how hig taxes are being used to facilitate Soviet economic
development, and US Dbanks should not be exempt from
disclosing its loans wmade %o the SBoviet Union, if they are
subsidized or guaranteed by the US Goverament. Public
scrutiny may dampen both government and private banking
enthusiasm to maks loans Ho the Soviet Unilon znd its allies
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a8 freely as they have in the pasb.

Thirdly, while it is difficult %o control credit tranafers
to the Soviet Union from private banks, a greater desl of
control can be applied on government loans to the Soviet
Union, Section 620 (£) of the Poraign Assistance Act of
1961 prohibita the furnighing of any aid esuthorised by that
Act to any Communist country, although it does not apply to
food for peace and US contributiond +o wmulti-lateral
development banks. Nor does it apply to US contributicns to
the INP; credits extended by +the Commodity Credit
Corporation for foreign food purchases; or loans made by
the EXIM Bank.37 Opponents of detente therefore believe
that the US EXIM Bank and the US Commodity Credit
Corporation ought +to be scrapped, because of the scant
economic 'benefits that +he US economy has derived from
these two institutions, which were primarily aset up 3o
facillitate the transfer of cheep loans to the Soviet Union.

The Wall Street Journal makes the following salient point
regarding trade with the Soviet Union. "Government to
government trade is for Sccialists, not Capitalists, and
there will be no shortage of US entrepreneurs (end benkers)
to make mutually edvantageous deals when, and 1if, the
Boviets ever manage to compete in the World Market. Until
then, ocommerce has 10 business soliciting unprofitable
business by pladging US subsidies."38 The bottom line then
for credit trensfers to the Hoviet Unlon is fthat the burden
of rigk (in the form of goverament guarantees and loans) be
removed from the US taxpayer end placed exclusivaly on the
backs of the US private banking sector. A re-evaluafion of
US policy towards subsidizing the economic development of a
totalitarian global power is long overdue,
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CHAPTER 7 : CONTROLLING US TECHNOLOZY TRANSFERS

Having carefully analysed the full =extent of high
technology transfers %o the SBoviet Union, and the impact
thet it has had on the development of the Soviet Union's
wnilitary/industrial complex, . this chapter will examing the
veritus . policy options currently being considered or
- d by the US Government to conbrol the outflow of
g Shnology: to the Soviet Union, and the debate
urwounding the effectizeness of sanctions ad a viable

>£dre;gu walicy instrument.

Yarioust sisdies have been undertaken by both private and
governmen” ~—gencies in the US as to what policy measures
should Pe.%aken to control strategic technology outflows to
the {ISgviet Union. One surle sbhudy was produced by the
tnfluantiai\ Heribage Foundation, which recommended the
foll’o\;ilpg ekpoit tontrols on high technology:

(a)\’ iy establishment of an Office of Strategic Irade;
(b) » the onforcement of the export control laws (ourrently

fiadﬁknlstersd by the Commerce Department) should be-

+ bburned ove{ “hp the Customs Sarvice, which has the
% needed experﬁise;

a tighteninf <f advanced US technology sales to slliss

that. Bllow & diversion of US technology to the Soviet—
Bloc;

that greate: powers be given to the President to
restrict imports and exports as a foreign policy
ingbrument; aad

(¢) the tightening wup of conirols on  technological

research by Soviet ascientiste in the USA

Expending on these proposals, a summary of various projects
and policy formulebions taat are currently being ~onsidered
or implemented by the US, to control the hemorrhage of high
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technology outflows to the Soviet Union, are discussed
below.

Operation Exoaus

In 1late 1981, the US Customs Service launched "Operation
Exodus" with an initial budget of $30 million from the US
Depértment of Defence. Involving both depertments, a
concerted effort was made to block the export of illegal
technology, flowing out via US airports and harbours, to
the Soviet Union.

The operation, according to US Defence  Depariment
officials, is reaping remarkable successes. UY Defence
Secretary, Caspar Weinberger has stated that "For every
dollar spent foday on the technology security program, the
US taxpayer saves at +the ninimum nearly $350.00 in
projected Defance expenditure”.2

Translated into total dollar figures, the savings have been
substantial. The Department of Defence has estimated that
since the start of "Operation Exodus", the US has prevented
the Boviet Union from saving between $6,6 billion and $13,3
billion 1in research and development costs, by blocking
+the sale of advancad tecﬁnolagy. Similarly, it would have
cost the US and its allies between $7,5 and $14,8 billion
in the acqiisition of new weapon systems to counter the
Soviet military advences provided by the potential
transfers.3

While it is impossible to control the outflow of technology
to the Soviet Union totally, some policy is better than no
policy at all. Richard Perle summed up this position when
he stated : "The fact that we cannot perfectly control the
flow of ischnology does not mean that we shouldn't try %o
whenever we can.

stretching out Soviet programs and
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foreing them to invest more to achieve the same purpose."qd
Operation Bxodus increasss the Soviet cost of developing
modern weapon systems.

A related development to "Operation Exodus" was the 1984
Defence Authorisation Act passsd by Congress, waich
provides the GSecretary of Defence authority to withhold
from public disclosure any technical data with military or
space .application that.is under the Defence Department's
control,.and which wouid be subject to expert control. The
Act effectively overrules the Freedom of Information  Act
that has been used by Soviet-Bloc agents to tap into
classified defence data.

The Act covers technical data that may f£all under the
military crifical technologies list, which is a detailed
and  structured technical statement of developmsnt,
production and utilisation technologies which  the
Department of Defence assesses to be crueial to given
wilitary capabilities and of significant value to potential
adversaries.5

The Heritage Poundatioh has identified three key problem
afeas that effectively oripple US expert control policies,
Kll three ironically centred around the US Commerce
jepartment .

Blaborating on these key problem areas, the Heritage
Foundation states that:

1. Erport controls are adminisiered by Commerce, which
hes conflieting interests and gives only secondary
priority +to the decision-making and use of resources
related to export controls.
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2. The Export Administration within the Conmmerce
Department 15 "bursavcradically" de-emphasised, in
that the nighest-ranking official at Commarce
concerned with export controls is ounly a deputy
assistant secretary.

3. The Commerce Department suffers from a serious lack of
expertige iIn enforecing export conirols, a task
currently assigned to the Bxport Administration office
within the Commerce Department, but that should be
with the Customs Serviesz.6

As a result, 1in March 1984 conservative US Congressmen
entered the Garn-Heing Bill (8.979) in the US House of
Representatives, which represents the first concerted
Congressional attempt to close the loopholes in the Export
Administration Act. Central to the Bill ig the setting up
of an Office of Birategic Trade ~ separats from %he US
Defence and Commerce Departments, whose $ole responsibility
will be to monitor security related products effectively.7

The proposed 0ffice of Strateglc Trade would assume some of
the roles of  the Commerce  Department's Export
Administration Office, some of the State Department's srade
negotiations powers with other nations, and have an
enfnrcement division. The O0ffice of Strategic Trade would
also have a geat on the US Natlonal BSecurity Council.
There 1is a conbradiction in ‘the Commerce Department
attempting 4o control export’s of high technology when its
formation {with +the active support of US business
interests) was designed to promote trade with  other
countries.
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The formation of & separats stratzgic trade monitoring
agency would help defuse the curreat conflicht that exists
betwsen the Commerce and Defence departments as %o who
should ocontrol expords of sensitive technology o the
Soviet Union. However, while the Defence Department
supports the formation of a strategic +trade office, the
Commerce Department and US business see it as a pobtsnbial
threat %o their trade dealings with the Soviet Union and
therefore vigorously oppose ite formabion. As far as
curtailing technology trensfers to the Soviet Union are
concerned, the establishment of the O0ffice of 8Strategic
Trade would be a necessary and vital step in the right
direction. The CIA has already established a special
Office on Strategic fTrade %9 monitor US  technology
transfers to the Soviet-Bloc.

Technology Databases

A number of US Government agencies have revsntly set up a
network of databases to help in ev.lusting and contrelling
technology developments and transfers which may aid
potential adversaries.

The TUS Department of Defence is the leading government
agency that is currently putting bogether sophisticated
! data banks of information to help law enforcement agencies
5 to monitor the flow of technology transfers to the Boviet- o
Bloc.

‘4 The wost comprehensive computer database is the recently
complatad network known as SOCRATES - the foreign
availabllity essessment ayasten. Developed by the DIA, iis E
purpose is to refine the evaluation of which technologies :

are critical to the Soviet-Bloc and, as & result, may be : i
; the key to protecting the technology from heing acquired by i
f the Soviet Union or its Best Buropean allies.8
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According to a US Defence Department document, SOCRAZES
will help track the technological capabllity (equipmeht,
know-how, materials) of all technologically significant
countries in  terme of years ahead or behing us
capabilities, and +Yhe parameters of the eguipment which
gives the country its state—of-the-art capability.9 VWith
this information, it is hoped +that export enforcement
agencies will be able to assess and compars the level of US
technology being transferred to the Soviet Union against
gimilar technology that may exist in other countries, and
on that assessment decids how critical that technology 1is
%o the Soviet Union. The Defence, Commerce, State =and
Custons Service departments will all have access 1o
SOCRATES.

Another important database that was ‘opened by  the
Department of Defence in 1984, 1is the Poreign Disclosure
and Technical Information System (FORDTIS), which asmists
the Department of Defence decision-makers and analysits ia
the processing of export licenct regquests and Foreign
Disclosures cases. {That is, the release of classifled
information on a government-to-government ‘hasis.) It
supporis this function by providing a case tracking and
agsigament process for active cases and wmaintains a
historical record of prior cases, including  their
disposition.10 = In 1985, +the FORDTIS network was extended
when +the Commerce and State Deparitments and the CIA
received TFORDTIS terminals, snhancing its operational
capability significantly.

The formation of these inter-agency data bank networks was
partly in reaponse o the formation in 1982 of the "Senior
Inter-agency  Group on  the Transfer of  Strategic
Technology", whose task 1t was to bring together all US
government agencies with strategic technoiogy prozrammas of
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interest at a policy meking lavel of the government's
technology transfer activities.

The CIA and the Department of Defence will also have to
identify emerging technologies and discover thsir military
application before the Soviets do and meke thim information
available vshrough datia banks to ald agsncies in their
attempts %o control the export -of emerging technologies to
the Boviet Uion.

The use of artificial intelligence will become  an
increasingly » "gset in<US attempts to .control the
outflow of ori. inclogy %o vhe Soviet Urion.

The Milita:y Critical Techuologies List

Prior to 1969, +the 1969 Export Administration Act, whils
prohibiting the sale of technology with e direct military
application, allowed for +the sale of technologies +that
would enhance the Soviét TUnion's ‘"economic potential.
This Acs failed to take into account dual use technology.
Reliance ou "end use®™ guajantees by the Soviets of Weatern
technology for civilian purposes are of marginal utility
only, acuoriing to Lawrence Brudy, when he testified before
the Sub-Commitbes on Research and Development of the House
Armed Service: Committee in May 1979.11

In an attempt to rectify this situation, the Department of
Defence undar the guidance of Dr Davia, begun in 1977 ‘o
devise & specific list of milltary critical technologies
whos~ acquisition by a potential adversary would meke a
gignificant contribution to ite military poteabdial and thus
prove detrimental to the national security of the US.vi2

In January 1979, a 15-if%em Militarily Critical Technologies
Iist (MCIL) was produced (see Appendix XII, MCTL List,
P.287) by the Department of Defence, which was later used
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in an amended veraion of the 1979 Export Administration
Act. Any ‘technologies that fell within the ambit of the
MCTL 1list required an export licence from the Commerce
Department. The Act alss authorised the Department of
Defence to participate with Commerce in reviewing licences
for +the export of wsensitive technology. Hswever, the
language 1in the Act 1is vague and often +the Comaerce
Lepartmeny does not cooperate with the Dupartment of
Defence when reviewing licences for the export of senstive
technology to the Soviet-Bloc.

In Octobar 1984, an updated. version of . the MCTL was
publigshed with wmajor 1improvements in both forpmet and
gontent. The Lla%sst revisigns are intsnded to make the
document easier to use with other documents rslated to the
implementation of technology rad hardware conbrolg.

Bach seotion of the MOTL has been reviewed, not only %o
include technhologies not previously identified, but also to
remove btechnoiogiszs no longer considered critical. Each
slement has been reviewed %o improve specificity and
special attention haz been given to incinds faﬂhnologies
related to the US munition list of retricted items of
technology.13

Ine problem 18  that currently there is Dditter rivalry
batween +the Commercs and Defence departments over who
should control the reviewing of licence applications for
listed products destined to the Soviet-Bloc. The powers of
the Department of Defence heve been LInereassed, ut
unfortunately the Commerce Departmnent still has the final
say over llcence applications for critiecal technology
headed for the Bovist-Bloc. This is the weak link in US
expori control managsment, because the Commerce Deparment
hag been extremely inefficlent in the’'r identification of
what constijutes strategic technolegy, a situation that the
US Department of Defence wants changel.
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Strengthening COCOM

The Coordinating Committee for Multilateral Export Controls
{COCOM), was oreated on 22 November 1949 as the NATO
watchdog to monitor strategic trade with the Soviet Union.
Today membership of COCOM includes all NATO countries,
sxcluding Spain and Ieeland and including Japan.

COCOM ostensibly has three mejor functions. These include:

1 Butablishing end upgrading the milifarily ecritical
technology lists (similar to the US MOTL) prohibiting
gales of technology to the Soviet-Bloc, which are
reviewed every three %o four yeare.

2, Acting to analyse requests by member governments to
ghiy certain embargoed meterials to prosecribed
countries.

3. Serving teo  coordinate the administration and

enforeement procedures of member governmenis ‘hrough
itd export control sub-committee.

However, until very recently, COCOM's powers and resources
were both ineffectual and inadequate %o cope with the
hemorrhage of technology btransfers %o the Soviet Union.
COCOM operates under what the US State Department calls a
gentleman's agreesment. No enforcement backs its decisions,
no peneltiss follow violations.14 Consensus is the order
of the day.

The voting system at COCOM is also very cumbersome. Voting
is ‘taken 1it%em by item on whether an export ditem is of
strategic importance to the Soviet-Bloc and whether export
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permission should be granied or not. Even the most minute
changes to the embargo can only be made by a unanimous
decision of ths 15 representative COCOM countries.15
Before 198!, the COCOM embargo list of strateglc technology
has been limited o g0dds with direct military application.
As & result, the Soviets have been free %o acquirs
technologiss of ancillary military utility. COCOM's total
budgat was a paltry $500 000.00. I%es staff members, all 14
of them, were simply incapable of judging the tzchnical
significance of tha new equipment they wers supposed to b2
protecting.i6 *

During the 1970's, +the US and not the Burcpean countries,
was oprimerily responsible for making COCOM so ineffectusl.
Centrary +to statemerts issued by the US Government to the
effect that whatever the US did not sell to the Soviess,
the Buropeans would, it was the US which sought more COQUM
exemptions than any othe: COCOM member. In the early
seventies, +the US requested approximately 25-30%¢ of the
total exemption requests in COCOM. In 1978, the US
requestsd 65% of all COCOM exemptions.

However, at the Western Economic Bummit in Qttawa in 1981,
President Reagen proposed 1o his Buropean allies the need
for stricter COCUM regulations. In Januvary 1982, the US
Government convened a special meeting of COCOM which was
the first time in over 25 years %hat UCabinst-level
representatives of +the COCOM member states had mst a%
COCOM's head quarters at Rue de la Bostis in Paris.i7
Buropean representatives were presentad with a formidable
array of facte and figures from US security experts who
briefed the assembled minieters on the mejor military
advances made by the WARSAW Pact -~ courtesy of Weatern
tachnology.

. . PV
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permission shonuld be granted or ot. Even the most minute
changes to the embargo can only be made by a unanimous
decision of +the 1% representative COCOM countriss.i1s
Before 1981, the COCOM embargo iist of strategic technology
has been limited teo goods with direct military application.
As a result, the Soviets have been free to acquire
technologies of ancillary military utility. COCOM's total
budget was & paltry $500 000.00. Its staff members, all 14
of +them, were simply incapable of judging the +technical
significance of he new equipment they were supposed to be
protecting.16

During the 1970's, the US and not the Buropean countries,
was primarily responsible for making COCOM so ineffectual.
Contrary to statements issued by the US Government to +the
effect +that whatever the US did not sell to the Soviets,
the Furopeans would, it was the US which sought more COCOM
exemptions +than any other COCOM menmber. In the early
geventiss, the US requested approximately 25-30% of the
total exemption requests in COCOM. In 1978, the US
requested 65% of all COCOM exemptions,

However, at the Westsrn BEconomic Summit in Ottawa in 1981,
President Reagan proposed to his European allies the need
for stricter COCOM regulations. In January 1982, the US
Government oonvensd a special meeting of COCOM which was
the firgd bime in over 25 years %int  Uabinst-level
representatives of the COCOM member states had met atb
COCOM's head quartera ab Rue de la Boetie in Paris.i7
Buropean ropresentatives were presented with a formidable
array of facts and figures from US sscurity experts who
briefed the aseembled ministers on the major military
advances made by the WARSAW Pact - ocourtesy of Western
‘tachnology.
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Initially the European ministers responded coolly to
Reagan's proposals, &B they had lucrafive contracts with
the HSoviet-Bloc  which they were not preparsd o
abandon contractually.

Then between 1981 and 1983, President Reagan resorted to
tougher measures against Burope %o tighten wup export
controlse. This US poliey of a "littls economic blackmail®
as Business Week desoribed the action, did succeed 1in
bringing some Buropean countries into line. The TUS
cancalled a $46 million miero-~chip project in Aunstria,
unless that country tightened up on salss to the Soviet
Union of rotary forges, used for the manufacture of
artillery “tubes. As a result, 1in October 1984, Austria
announsed tougher export regulations.

A similar squeeze was auplied against Sweden when the US
‘threatened to delsy ths dsliveriss of crucisl components
iar Swedish Air Force fighter interceptors, which resulted
in that country slsc tightening up its eaport ocontrols
against the Soviet Union.

However, it was the defection of a 36-year old KGB men
nemed Vliedimir Kusishkin %o the British Embassy in Tehran
in  June 1982, who provided British Intelligence with
critical deta on KGB operations in acquiring sophisticated
technology 1in Wesbtern Burope; elong with the French DST
report on high technology thefts by the Soviet Union in
France, and the murder of Bernard Nut that helped swing
Burop=aan support behind President Reagan.18

As & reault, US Administration officials were able to state
towards the end of 1983 that 1t was getting better
cooperation from its Buropean allies, and that there was a
narrowing of poliftical differences between *he US and the
Europeans. "West Buropean governments, moatly Conservative
today, are 1in agreement with the broad thrust of U8




-219~
poliey", stated  Joachim, a trade expert at Kiel
University's Institute for World Economic Research. “They

are

out to reach a consensus with the US that both could

live with comfortably."19

This

increasing cooperation became more visible in 1984

when a comprehensive review of Western computer sales to
the Soviet-Bloe was produced by COCOM and maede enforceabls
for four years. The new COCOM regulatious included :

1. A ban on all exports of mainframe computers with a
data processing rate of mors than 48 million OPS. (A
figure which computer experts believe is still too
high.)

2. Computers with a processing rate of 15-48 million QFS
will be subject to a 30-day review period by COCOM,
specifically subject to vciume control, 1.e. not more
than 3 to 4 computer: at a time.

3. Computers with an OPS capability of 15 million will
not be subject %o COCOM controls when sold to the
Soviets.

4. A ben on large switches used in telecommunications.

5. A ban on "ruggedized" computers, 1i.e. small, tactical
computars used in combat operafilons.20

¥ince 1982, COCOM's stafjure has Meen upgraded and it is

being taken more seriously by its members. However, there

ir 8t11l room for improvement. It still has no enforcement
powers of its own, having to rely on the enforcement
measures ‘taken by its members. At present, US stafi to

- _COCOM are State Department officials - politieal rather
than

technical appointees. They should be replaced by
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speclalists from the US Department of Defence. Finally,
COCOM's efficacy is still being determined by the export
policy of 1its individual members. A greater degree of
rationalisation is needed.

Jmproving US Counier Intelligence Capabilities

Two CIA men watched attentively =g a dapper, polite little
maen filled out a request forz aﬁplying,ﬁor information on
the Jemming system of the P1-11  fighter TDbomber, a US
aircraft based at forward NATO bases in Brifain and Wests:in
Burope, and esquipped to <&rop nuclear weapons over the
industrial areas of the Soviet Union.

The man's name was Vladimir Kvasov, & major in the KGB. FHe
¥new he was being tailed. The American agents knew that he
knew that hs was being tailed. But that is the name of the
gams . The CIA cannot interveng becauss it is perfectly
legal for anyone to openly collect masses of technical data
in the US.21

The reason for this absurd situation can be traced back to
the 1970's when 1leftwing lobbying groups succsssfully
emasculated America's internal security network and
counter-intslligence capabilities, which has made it glmost
impossible to keep trach of the KGB's espionage efforts.
The FBI’s counter-intelligsr~e wing, which has been reduced
from several thousand <o s<ral hundred men, have an
almost impogsible task keepiung treck of over 17 000 Soviet-
Bloc nationals that visit the US every year.

The counter-intelligence capabilities and powers of the CIA
and the FBI will have to be incresssd conslderably to match
the KGB's ruthless espionage efforis. Greater controls are
needed %o curtail the flow of Boviet-Bloc naviscnals to the
US. This includes limiting the size of Soviet Embassies in

i
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the US. According to Herty Rositzke, a retired CIA officer
and autkor of the book “The KGB: The Eyea of Russia"
estimates that some 85-90% of the Soviet Union's 300-0dd
agents in  dew York, Washington and San  Fransisco
concentrate on acquiring US technology and industrial
seersts.22

Some steps have, howsver, already been taken to counter
Soviet high-tech espionage efforts in the US. The CTIA has
been given increased surveillance powsrs to monitor
susptectad espionage agents operating in the US.

The State Department is considering confining ell members
employed by The United Nations Secroteriat Yo New York City
in an attempt to control the operation of Soviet agents
from the United Nations.

4 Committee on Exchanges {COMEX) has recently Deen
established by the US Department of Defence, which provides
advice %o the Staie Department {0 help evaluate national
security and technology security threats posed by visitors
from Communist couniries. Scientific exchange agreements
are carefully wmonitored and visas way not be granted to
certain Boviet-Bloc visitors.23 These steps taken by the
U8 Government is an acknowledgement of the serious threat
posed by the Soviet Union's espionage efforts to scquire US
strategic techrnology.

Taxing Multi-Netional Corporations

One method being proposed by economic experts to discourage
Multi-National Corporations (MNC's) that still sell high
technology 4o the Soviet Union, is to place the additional
defence coste as o result of these transfers on to the
MWC's, and not as 1is presently +the case, on the US
taxpayer. Known as "defence damage control" taxes
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companias would be forced to assess the profit made on the
sale of a technology item to the Soviets against the cost
that might be ineurred by the US. While some +technology

T 4ransfers  would effectivly bankerupt some companies (e.g.

*he Chucking Grinder sale which would have cost the company

~y__‘ween, $50 and $100 villion in new UB defence costs), a

81 ding scals of penalties could be developed which would

nplace extremely heavy fines on US MNRC's trading with the

viet Union.

7

The Reagan Years

One of the major elesction issues that Ronald Reagan won his
election on, was that of dechnology transfers t5 the Soviet
Union, and the +team he took with him to Washington,
including Caspar Weinberger, ¥red Ikle and Richard Perle,
were well-guited to dealing with this sensitive issue.

During the first three years of the Reagan presidency, the
hardliners asserted themselves within the Administration %o
curtail +he flow of high technology $o the Soviet Union.
The Commerce and State Departments went on the retreat in

. the face of a determined bid by conservative officials to

mould a tougher foreign policy towards the Soviets, which
effectively meant discarding cotente. Por a monment, it
seeme& . that US-Soviet relations would vevert to the Cold
War era.

The US Defence bepartment's technology office was revamped,
its budget boosted by $25 million, Iits personnel incrsased
by 25 -and a modern data processing sysitsm called TFORDTIS
installed. Caspar Weinberger earmarked $2 million to
upgrade COCOM's monitoring resources.

In Optober 1981, Operabion Exodus was officially launched
with a budget of $30 million which, within the first twelve
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months of {ts existence, seized 2330 illegal shipments of
high technology valued et $148.8 million.24

William Von Raabd, the{new Customs Chief, ifrained over 400
new officlals and stabtioned them rapidly at US embassies
and congulatss around the world.

The CIA was directed in 1981 to investigate  the
consequences of US $echnology flows to the Soviat Union.
As 'a result of their comprehensive report {(a censored
version which was releassd in April 1982) a specialised
team of 1intelligence experts was formed at the ILangley
Headguarters oalled ths “Technology Transfer Assessment
Cantre", whose members joined Customt: and Commerce
officials %o coordinate US eunforcement efforts globally.25

In December 1981, President Reagsn instituted US sanciions
on the Yamul Pipeline project and increased US pressure on
ite Buropean allies to 4o the same. The Soviets were
starting to feel the squeeze of a concerted US effort +o
throttle their high <technalogy 1ifsline. However, the
gltuation changed dramatically when the U8 establishment,
through the State and Commerce Depariments, reasserted
their influence within the Reagan Administration.

The resignation of General Alexander Haig as Secretary of
Stats paved the way for the entry of George Schultz, a
vigorous supporter of detente and trade with the Soviet
Unlon. Shultz.. quickly reasserted the State Department's
dominance in shaping U8 foreign policy, which was aided by
the resignations of Richard V. Allen and William Clarke,
both couservetive hardliners, from the National Security
Gouncil and their replacemsnt by MacFarlane, a pregmatist.
Since 1983 Schultz, Baldridge, Secrstary of Commerce and
Treasury Secretary James Baker III, have worked closely to
minimise the influence of the Department of Defence, the

P ~ anho
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¥ational Security Council and the CIA in the formulation of
U8 foreign policy.

Presiden’t Reagan’s resolve weakened in trying to enforce
the Pipeline sanctions, because his European allies refused
to cooperate with him, and his efforts were being opposed
by both US business interssts and by some members of his
own Cabinet. By the beginning of 1984 President Reagan, it
gseems, had givén up snd started to side increasingly with
the Commerce and State departmenta ageinst the CIA and US
Defence Dspartment.

The Commerce Department came down hard on i%s own employees
who attempted %o control the exports of strategic
technology to the Soviet Union. One such person was
Iavwrence Brady, who as Deputy Dirsctor of the O0ffice of
Export Administration under President Carter, had regularly
challenged those who wanted to sell strategic technslogy to
the Sovist Unicn. Iewrence Hrady resigned from the
Commerce Department in 1979 aftsr he publicly Adisagreed
with his superior, who headed the Office of Expert
Administration, at & Congressional Hearing that us
computars scld to the Sovieis have & recordetion device
which will assure the US that it will not be used for
anything other than what 1% was intended %o be used for.

When he was appsinted $o the Reegan Administration to head
the Office of Export Administration, Dr Brady was still
hampsred in his work by pro-detente forees within the
Commiree and State departments. He resigned again in
frustration in 1983 and wss replaced by William Archey, a
firm advocate of trade with the Sovieta.

It seems that the Btate and Commerce Depariments are trying
to undo some of the trade restrictions placed against the
Soviet Union. After the Yamul Pipeline controversy, +the




1
-In an effort to counter the Jake/Heinz Bill %o sét up an é

-225- *

State and Commerce departments put pressure on President i
Reagan %o -1ift restrictions on the sale of oil and gas

equipment to the Soviets - enforced by ‘President Carter in K
July 1978  after +the jailing of Soviet dissidents, e
Sheharensky and @inzburg. After the recent Geneva Swmit !
in November 1985, and the meeting of the US-USSR Economic
Trade Council in Moscow in December 1985, 1t seems that 1
these restrictions will be lifted.

Office of Strategic Ira/e which would severely curtail the
powers of the Commerce Department, an opposition bill
spongored by Republican Congressman san  Bonker, was
introduced which would rewrite the Bxport :Administration .
Act of 1979 and strip the Customs Deparitment of its
authority to examine exports of technology shipments to the

Soviet Union. L

|
The head of Customs, William Von Raab, reacted angrily to :
the Bill, describing it as a "KGB relief B1ll, which would i
gut all the service's efforts to stop Soviet spiss from :f
stealing US technology."26 Jack Anderson, commenting on
tha Bonker proposal in the Washington Fost, stated:"The
Commerce Depariment has only 50 ingpectors and
investigators %o keep an eye on high tech exports. In
contrast, the Customs Bervice has 200 years expéridnce and i
wore than 5000 trained people around the world® so track S»
smugglers.”  He commented further that "the rission of the
Commsrce Department is to promote salss of US goods. Is
has nsither +the manpower nor the inclination +t¢ ®top
vaeluable technology from slipping through ke cracks %o the
Boviet Union."27

An  example of the Commerce Depurtment's sloppy enforcement
of export laws was the sale of the sophisticated VAX 11./782
computer to Richard Mueller in December 1982. It is clear

i
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that the Commerce Department should be delegated lass
authority in overseeing the export of sensitive technology.

In an attempt to deflect criticism away from the Commerce
Department, Baldridgs leunched e counter attack on  the
Defence Department, claiming thet the Boviets had access to
00 much aeclassifisd data from the National Technical
Information Service (NTIS) acquired through the Soviet ALl
Union Scigntific Research Institute. VWhile this was ftrue
and later rectified when the NTIS stopped providing the
Soviets with this source of data, 1t hardly helped to
vindicate Baldridge"s real concern on technology transfers
to the Soviat Union. After the Geneva Summit, he
personally headed &8 delegation of several hundred
vusinessmen to Moscow to reactivate detente!

The situation within the Reagan Administration is currently
deadlockad Dbetween the two factions, and until effective
expors control measares discussed above can be fully
implemented, . the outflow of high technology to the Soviet
Union will continue.

Sanctions ~ How Effective?

Discuasiong around curbing high technology exports to the
Soviet Union invariably lead to the ousstion: How effective
i8  tha use of sanction® or the denial of 4%rade, as an
sconomic weapon against the Soviet Union?

The anti-sanctions lobby always lecks to former Rhodesia as
one of the Dbest examples 1lluetrating the failure of

sanctions. US economist, Robin Renwick, 1in an article
entitled Economic Sanctions, stated : “"~ the decade from
1965 +to 1975, the Rhodesian econo anaformed from
virtually total dependence - 5mpovtation of
manufactired goods 1in exchange for daterials, %o a
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remarkable degree of self-sufficiency in most areas. The
successes were & product of local ingenuity and snterprise,
under the stimulus of sanctions."28

However, the reason for the Rhodesian success was that
conditions in the counbey were conducive to ingenuity and
the production of local products, because of the free
market system that sxisted there at the time. Incentives
revarded ingenutty - two critical conditions that do not
exist in nlosmed, totalitarian socleties. In the absence of
these two oonditions, an economy such as the Soviat Union's
would stagnate in the face of sanciions.

Becondly mnd more importantly, +4he Sovist Tmion has to
maintain its status as & world super power. To aocomplish
this, the Soviets' global Marxist/Leninist strategy
dictates that it steys in the forefront of +the world
"solentific/technslogical revslution®, and as this paper
hes conclusively ascertained, it needs Western technology
to do s0. Sanetions would have the effeot of foreing the
Soviat economy to -shift tYowards a more open market-
orientated syatem, thereby threaiening the power base of
the entrenched Communist Party,

The US-based Institube for It =+ iational Economics has
brought out a study which anslysss 100 ocases of expert
sanctions around the world that hwva gccurrmd this century,
and concludes that by and larg. they have not bsen
successful. The Institute maintalne that the Soviet Union
ig  Urelatively self-sufficlent and only zlightly dependent
economically on the US."28 The latter part of the
statement 1s patently untrue, the Soviets having been
dependent on US  technologleally wsinee the  TBolshevik
Revolution.
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It  nmust not be forgotten that the Inatitute for
International HEeonomics, formed in the late 1970's, 1is
closely interlocked with the Trilateral Coumission and the
Oounoil on Foreign Relations - private power elites in the
US which have de-emphasised or ignored the extent to which
technslogy transfers have taken place to the Soviet Union.

The argument that the practice of free trade will raiss the
expectations of Soviet oitizens by creating the promise of
greater wealth, 1is tenuous Ybecause the Soviet military
sector has priority over the consumer sector for trade
products f£r a the West. The Soviet Union's imports of
congumables are negliglble. Instead, imports conaist of
high +te2chnology and heavy machinery, crucial for the
wevelopment of the military/industrial complex. Private to
goveranment trade im not "free' trade. The population of
the Soviet Union remains uninvolvad-and largely uninformed
ag  far as Bast-West trade is ooncernsd. "Building trade
bridges® to the Soviets does not extend to ite citizens.
Simply put, the Hoviet populace are denisd the abllity to
hevs their expsciations raised. The Czechoslovakimns
prematurely di¢ 'n 1968, and paid harshly for it.

Perhaps the most credible argument put £orwerd by the anti-
sanctiona lobby, 1s that US sanctions meérely transfers
contraots from US oompanies %o Hurnpean and Japanese
ocompaniss. Por example, Cooper Iifustries lost $100
million in sales to the Yamul Pipeline. -Dresser Industries
lost $120 million and Caterpillar $50u MHillion.30 There
are two counter arguments to thia poj-i. The first is that
with all technology transfers from «r~ "8 %o +the Sovied
Union, & subjective evaluation 1u aesded on the fFive
following points: ocomparability, qu-.'‘ty, quality, price
and maintenancs. In many cages US sechuslogy is often far
superior, cheaper and easier to mainfain than any European
or Japanese equivalents, s.g. computers.

-
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Secondly, technology sales by US companies especially %o
the Yamul Pipeline project, would probebly have been backed
by US Government credits or alternately, by US private
banks, which in  fturn would have had US Government
guarantess that their loans would be mafe. Government to
government trade. whers the burden of risk is effectivaly
transferred from privaite companies to¢ the US Government,
has nothing %o do with free market trading.

The major problem 18 that Western Buropean suppliers are
frequently subgidized by easy government credit or ‘tax
incentives. While +this Dbenefits companies, government
investment {8 switched from local to foreign arsas which
means higher interest rates and lower economic growth for
Buropsan countries. If this form of economlc subsidization
was withdrawn from US and European companies doing »usiness
with  the Soviet-Bloo, Bast-West trade would drop
subatantially. Companiss have no right to demand economic
aid from their governments, because only the company and
the coreign country bsnefite, wnot the local sconomy, nor
ultimately the Westarn baxpayer.

Curiously, opponents of sanotions against the Communist
Bloc are in the fore of .demanding sanciiona against
countries like South Africa and Chile. When & Communist
country 1ts involved, moral consiaerations recede and
sanctions ars suddenly deciared negative and counder-
productive!

In the finel analysis, while the Soviet Unlon could suvvive
Western sancbions, 1t would however, be denisd the ability
of maintaining its position as a credible "super power® in
the world =~ & position it currently enjoys dus 4o the
massive infusions of Wescern tecknology and oredits that
have taken place sinoce the 1960's. The denial of vital
Western technology would undercut the Soviet Union's

e _ .
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ability to maintain its far~flung global empire and its
eollosal millitary development programme, which in  turn
might facilitate +the break away of Bastern Burope from

Soviat  hegemony. The amemingly inexorabls march of
international Communism could be halted in its tracks and
effactively reversed. It is thie scenario whioh makes the

cage for sanctions more credible, and a foreign policy
option which gives the President some manseuvrability
vetween rhetoric and military setion to exprese US outrage
at unaceeptable Sovist behaviour. The authority to impose
economic sanctiong 1is the wmost important intermediate
option of declaring war on a forelgn adversary.

To conclude, while 1t is impossible to halt the f£low of
high syehnology to Bhe Soviet Union completely, the failure
to etop the flood of seneitve goods and technology to ‘the
Soviet Union is felt every year with each increased US
Defence Ludget.

The policy options disoussed in this chapter would go a
long way in curbing technology exporits to9 the Soviet Union,
and 1ts impact on Boviet economic development would be
considerable and justifisd at little economic cost to the
Us.
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CEAPTER 8 : TOWARDS GLOBAL CONVERGENCE

This paper remains incomplete without discussing perhaps
one of the most critical facets of US technology transfers,
namely  the motivaetion underlying the  transfers of
technology and credit to the Soviet Union which have taken
place almost consistently since 1917.

Four possible scenarios emerge immediately:
1. Could it have occurred  without any special

wmotivation, but merely as a result of political
astignatism end ignorance?

2. or was it because large MNC's and financial
ingtitutions found trading with the Soviet Urion
extremely profisable, end used its influes

Washington to encourage rather than hinder 1t?

3. Then again, d4id US policy makers consider trade vwith
the Soviet Union s a means of fostering peace? -

4. Or did they feel that the US needed trade to survive
and prosper economisally?

These possible scenarios can, with the evidence at hand, be
quickly discounted. Point 1 is fallacious in that the US
Government - specifically the US State Department - knew of
the extent of technology transfers and the military end use
applications of that btechnology, which was going to the
Soviet Union. Statements made by the US State Department
during the sixties and sarly seventies to the US (Congress
t0 the effect that the Soviet military/industrial complex
wag based pursly on Soviet technology and ingenuity, was
contradicted by a mass of documentation that the State
Department was sitting on.
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Antony Sutton contends that the economic and military
build-up of the Soviet Union is a deliberate policy, and
that Western policy makers and businessmen know precisely
the contribution that US technology has made to the Soviet
uilitary/industrial complex.t The question then is why?

Point 2 does not make much sense because : (a) US MNC's and
private banks demand US Government and EXIM Bank guarantees
in  their business dealings with +the Soviet-Bloe, which
ultinately the US taxpayer has ‘o shoulder; r { (b) these
firms have built some of the world's largest industrial
complexes in the Soviet Union, designed not only to make
that country economically self-sufficient in key products,
but also to enable the Soviets to compete against the West
in the world export markets.

Point 3 has been effesctively discussed and debunked in
chapter 2 of this paper. Not only have proponznts of point
% failzd 1o understend the Soviet concept of peaceful
coexistence, and the use of *%rade to strengthen the
Sovists' military/industrisl complex, wut there is simply

no hard evidence to suggest that trade fosters peace. In
fact, there is a closer correlation between trade and war
than there is between trade and peace. "Peaceful" trade is

only peaceful if Soviet intent is peaceful, and with the
evidence presented in chapter 2, this is clearly not the
case.

Pinally, point 4 has been arguably discredited in chapiers
3 and 4 of this paper. Economically the US has benefitted
1ittle from two~way <trade with the Soviet Union.
Militarily the US spends over $300 %billion annually in
defence expendibure against an enemy which has been raliant
on US end Western technolugy for its military preparedness.

Ao - - Anlon Lo
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Political and econemic analyste »ave postulated a
controversial fifth scenaric to thisg enigme - suggesting
that at the very top level of Western governments and
business, trade and technology transfers were a deliberate
policy tc institutionalise the Soviet Empire in the Bast.

Solzhenitsyn spoke of an alliance between Capitalism and
Communiem which has existed since the first days of the
Bolshevik Revolution. Addressing the US Congress, he noted:
"We observe continuous and ateady support by the
businessmen of the West for the Soviet Communist leaders."2

When Antony Sutton was writing his three-velume series on
‘technology ‘“ransfers during the late 1960's and early
1970's, he wrote that there was a "persistent, powerful,
but not clearly identifismble forae in the West working for
& continuance of the transfers ..., policizs (which) seem
incomprehensible if &he West's objective 1s to survive as
an alliance of independent, non-Communist nations."3

What +then ig this powerful forece that Sutton alluded %o in
+the late 1960's, or the strange elliance between Communism
and Capitalism that Solzhenitsyn mentioned? A partial
answer 1s given by the late Prof Carroll Quigley of
Georgetown University, who revealed in his {500-page magnur
opus entitled "Tragedy and Hope" in 1966 that "there does
exigt, and has existed for a generatlon, an international
«+. network which operates to mome extent, in the way the
radical right believes the Communista act. In fact this
network, which we may identify as the Round Table groups,
(forerunner %o the U snd British-based Council on Foreign
Relations and the Royal Institute of International Affairs
~ RIIA), hag no aversion to cooperating with tha
Communigts, or any other groups, and frequently does so."4
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Prof Quigley knew what he was talking about. He had
impeccable Bstablishment credentiala and had enjoyed access
to confidential files belonging to this network. Quigley
went on to iden%ify the nature of fthis network aend its
location, when he revealed that "the relationship between
the financial oircles of London and those of the Eastern US
{Wall Street) ... reflects one of +the most powerful
influences in  Twenbieth Century American and  world
history."s

The rest of this chapter will be devoted. towards
understanding the operation of this network and  the
critical role if has played in facilitati:ig the economic
development of the Soviet Union since 1917.

¥all Street and the Bolshevik Revolution
To answer the question why technological transfers have
teken place, p-litical analysts must go back to the 1917
Bolshevik Revolution %o identify the strange role +that
certain U3 and Buropsan financiers played in aiding the
overthrow of the Tsar, which represents the first visible
manifestations of Solshenitsyn's Capitaligt/Communigt
alliance.

Most of the evidencs regarding Wall Street and Bolshevik
nollaboration  during ‘the Soviet revolution has  been
collated Dby Antony Sutton in his book published in 1974,
entitled "Wall Street end the Bolshevik Revolution", where
with the aid of classified State Department files, he
managed to piece togsther what is essentially the missing
diuension of world history. The following key revelations
have been identified by Antony Sutton and others.

Before the 1917 Bolshevik Revolution, most of the Communist
revoalutionaries resided in Burope and the US, The two

. .‘..iwmﬂ&m
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leaders of the Revolution, Vliadimir Lenin and Leon Trotsky,
were staying in Switwerland and New York. In 1917 the US
and Buropean governménts and private financial interests
aided these two key leaders in their return to Russia in
order %o start the revolution.

Lenin, with +the aid of the German High Command and Max
Warburg of ‘the German Central Bank, travelled acrogs Burope
in the famous mealed train with $6 million in gold. At the
same time Leon Trotsky, with 275 revolutionaries and the
aid of a US passport, sailed by ship from New York to

Russia. At Nova Scotia 1in Canada, Trotaky and his
revolutlonary band were arrested by - the Canadian port
suthorities. Howsver, 1%t waa Colonel Mandell House,

personal advisor to President Woodrow Wilson, who secured
their relspase so thet +they '"eould carry forward the
revolution" in Tsariet Rusgia.6

In his book "Czarism and the Revolution", Aresene de T
Gouleviteh, a White Russian general, claime that TLord

Milner of the British-based Round Table group spent over 21

million roubles in financing the Soviet revalution.7
According %o a New York journal, American, of February 3 .
1948, Jacob Schiff ~ head of Xuhn Loeb and 0o, - a Wall Lk
Street bank controlled by Rothschild interests, sank $20 .
nillion in%o the Bolehevik Revolution.

'
Whils 1% is difficult o substantiats these two statements i

with offictal sources, Antony Sutton, with the aild of State ]‘
Department documents sestablished Lthat two significant i

finencial transfers did take place between Wall Street and }

the  Bolehsvik  revolutionaries. The first was @ t
conbribution of $1 million given to fthe Bolsheviks by }“
William B. Thompson at the personal request of J.P. Norgen 1
himeelf, who headed the powerful Guaranty Trust Co., "for ;
the purpose of spreading their (Bolshevik) doctrine 1 »
@ermany and Austria.”8 This donation to +the Bolsheviks :

FYE " £.Mwmm
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shortly after the .yTewber 1917 revolution  perhaps
effectively saved the - niering Bolshevik regime. Sutton
concludes: "Without the financial, and more importent, the
diplomatic and propaganda assistance given to Lenin and
Trotsky by Thompson, Robins, and their New York mssociates,
the Bolsheviks may well have withered away end Russia
evolved 1into a Soclalist, bub constitutional soclety."9
Thompson was at the time a Morgen agent and a director of
the Federal Reserve Bank of New York, a large stockholder
in the Rockefsller-conbrolled Chase National Bank.

In 1918, the American International Corporation set up in
1915 by J4.P. Morgan and Rockefeller interests to promote US
corporate interests abroad, gave anothei $1 millisn %o the i
Bolshevik government through William Sands, who ssrved as t
executive secretary for the corporation. {

John Reed, the romantic American revolutionary who was & i
ologe friend of ILenin and a wmember of the Third .
International, was also an "establishment revolutionary" in
that he was undsr the control of Morgan financial interests
through the American International Corporation. John
Reed's financial support from 1913 to 1918 came heavily
from the Metropolitan newspaper, owned by Harry Payne
Whitney, a director of the Morgan-controlled Guaranty
Trust; and also from a New York private banker and
merchant, HBugene Boilssevain, who channelled funds to Reed
both directly and indirectly through the pro-Bolshevik
paper, Hasgea.i0

After the Bolshevik Revolution, the Soviet regime did :
everything possible to establish diplomatic relations with b
the US. With +the ald of Colonel House end other pro~ i
Bolshevik wsympathisers in the Wilson Administration, the
Soviets were permitted to set up a Soviet Bursau to
facilitate trade relations with US companies. The Bursau
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was run by Imdwig C.A.X. Martens, who according to Scotland
Yard reports at the time, had an unusually close working
relatiouship with J.P. Morgan's Guaranty Trust.i!

Similar roporte indicate that the Morgan factiorn was
heavily <financing +the Soviet Bureau, which in turn was
working with and giving support to prominent US Communists,
including Julius Hemmer - one of the founding members of
the Communist Party of the US.

A% a Senate Foreign Relations Sub-Committee Hearing, set up
to investigate the extent of Soviet ackivity in the US,
Iundwig Martens boasted that a number of the largest banking
and business firms in the US were aiding the Soviets. He
specifically aemed US Stesl Corporation (owned by Morgen)
and the Standard 0il Company (owned by Rockefeller). He
further asserted that "most of the big business houses of
the country were alding him in his efforts to get the US
Government to recognise the Soviet Government."i2

Several important Wall HStreet business pressure groups were
st up specifically to aid the Bolshevik Government. Among
these were ‘the American Commerce Associatien, a group
established in 1919 to promote trade with the Soviet Union.
Formed by some 100 businessmen representing Chase National
Bank, amongst others, the Asgsmociation financed Ienin's
representative in  the US, Iwmdwig Martens, until he was
finally deported by the US Government.13

JIn 1922, Chase National Bank was instrumental in setting up
the Americen/Russian Chamber of Commerce to help finance
the Bolshevik economy. In 1926, the Chamber sent Charles
Heddell Smith to open,an office in Moscow. Aocording %o
the US State Department at the filme, Haddell Smith was a
member of the Peasent International,i4 one of the numerous
Boviet front organisations spawned by e Soviet Comintern
to export Merxist revoluticn worldwide.

T
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A picture begins to emerge as to the identification of +the
"network" that Carrol Quigley referred to. Financial and
corporate conglonerates sred around the Morgen ,
Rockefeller, Rothschild axis,. which were responsikle for
aiding +the Bolshevik Revolutint, " have since 1920 been the
most powerful supporters of detente and trade with ‘the
Soviet Union.

i
I
M
k

The Network

With the aid of US tax-exempt Ffoundations, Quigley's
metwork", which includes  prominent acadenics and
perscnages from influential law firms and corporate angd
financial institutions in +the US, has over the years
established & host of private political and economic .
groups, both in Western Rurope end the US, to help
facilitate the establishment of a "New World Order". The w
most prominent of these power slites include the Trilateral
Commrgsion, Council on Poreign Relations, Bilderberg Group,
Club of Rome, Atlantic Council and the RIIA; which in turn
control numeroug interlocking subsidiary spin-offs,
inecluding private think tanks, foundations and politiocal
lobbying groups which have +the primary purpose of
influencing Western governments on key economic, political
and forsign policy issues. i

PR

The {nfluence of some of these groups, such as the Council
on  Torsign Relations (CFR) and more recently the
Bilderbergers and the Irilateral Commission, over US and
Buropaan Goverament policy declsion making, hag often been
gubatantlal. Many of these organisations act as incubation [
chamberg for the formulation of polioy iswsusas thet later :
becoms officiel government policy. A prime exemple of this

was the role thaet the Dartmouth end Pugwash Conferences,
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discussed 1in chapter {, played in formulating the Dbasio
concept of detente with the Soviet Union. There are
severa. impordant groups in the US that have played a key
role in fostering detente and trade with the Soviet Union.
These include the CFR, the Trilateral Commission, US-USSR
Trade and Economic Council and the Americen Committee on
Bast-Weat Accord (ACEWA). A brief analysis is given below
on each of these organisations and the influence shey have
had in shaping the present US policy of detente and trade
with the Soviet Union.

Formed in 1921 as a spin-off from the RIIA, the OFR was the
creation of J.P. Morgen, Rockefallsr and Rothschild
financial interests. Centred 1in New York, the CFR
represents the core of the US Rastern financial "network"
that Quigley identified in his book "Tragedy and Hope”.

During the 1920's and 1930's, +the CFR played a prominent
role in lobbying for the recognition of the Soviet Union.
The election of Pranklin D. Roosevelt as US President in
1933 witnessed the rapid expansion of CFR influence in the
U8 Government, especially in the UY State Department, as
many OFR members moved 1inte  influential  government
pogitions.

In 1945, the CFR played a key role in the establishment of
the United Nations, identified by some political analysts
23 the sscond attempt by the "network" afier the ill-fated
League of Nations, ‘to implement a New World Order, which
would replace nstional sovereign states with a supra-
national authority.

3inee World War II, regardless of which political party is
in power in the U8, the CFR has invariably always dominated
four key government positions in any US Administration,
vig. the Becretary of State, Defence, Treasury and Commerce
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(See Appendix XIII, p. 288.)

Since its inception, the CFR has attempted to steer US
foreign policy towards a global perspective, which stresses
interdependence between nations rather +than national
considerations, such as national sovereignty and cultural
seli-determination.

In its publications and statements, the CFR has always
elluded %o the need for a new international order to
replace the existing one, an order that can only be brought
about by closer Bast~West cooperation.

1a 1959, the CFR stated that "the US must strive to build a

New International Order ... including states labelling
themselves a8 Soclalist .... %o maintain and gradually

increase the authority of the United Nations."{5 Detents
ther has become the foundation for increased East-West
cooperation, and trade the economic vehicle to help speed
up the process of creating a New World Order.

Another example of the CFR's globalist orientated outlook
was an article published by Richard N. Cooper in Foreign
Affairs, the quarterly intellesctual mouthpiece of the CFR,
entitled "A Monstary System for the Future" (Fall 1984),
the objective of which 18 “the creation of a commsn
currency for all the industrial democracies, with e common
monetary policy end a joint bank of issue to determine that
conetery poliey."16 It would seem that the CPFR believes
that they will preside over the implementation of their New
World Order. However, it must be stressed that not all CFR
members are pro-detente or "Internationalist" in outlook.
Criticism of the 1leftwing bias of the CFR has geen a
sprinkling of conservatives joining the CFR rogter since
the late seventies. These include former US Ambassador %o

which effectively control US economic and foreign policy.
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the United Hetions, Jeane Kirkpatrick; Fred €. [kle;
Secretary of the US Navy, John P. Lehman; Arus Control and
Disarmament Agency Director, Kenneth Adelman; Chairwoman of
President Reagan's revived Poreign Intslligence Advisory
Board, Anne Armstrong; <former National Security Council
member, Richard Pipes; Washington Times editor, Arnaud de
Borchgrave and former Deputy Divector of +the CIA, Ray
Cline. Howsver, their influente within the CFR is minimal,
as it is the Internationalists representing Wall Street
corporate and financial power, who effectively dominats the
CFR and formuiate its policies.

The 2300-member OFR (1984) has been partially eclipsed 1in
influence by the powerful Trilateral Commission that was
formed in 1i97% by David Rockefeller of Chase Manhattan
Bank.

The idea of a Trilateral Commission began in 1971 as "a
response by prominent members of the US ‘"Foreign Poliey
Establishment® (CFR) to Nixon's and Kissinger's new detente
policies towards the Soviet Union and Red China, which it
wag feared, would not include America's Western allies and
thereby weaken the Western Alliance.17 Western Burope and
Japen had ‘to be included 1into America's new detente
policies with the Bastern-Bloc.

In his book published in 1970, entitled "Between Two Ages™,
Zbighiew Brzezinski had called fqr “a  community of
developed nations" in order %o Ycontain the global
tendencies towarde chaos ... from an American standpoint,
the more important and promising changes in the years to
come will heve to involve Burope and Japan."{8

Later the Brookings Institution financed Brzezinski's
tripartite studies that explained his concapt of
ftrilaterism, which proposed a community of developed

i
e
:




=244~

nations to strengthen the world economic community ~ an
advanced nations club - made up of North America, Western
Europe and Japan.

Brzezinskl presented his tripartite studies to  David
Rockefeller, who used them to propose the formation of the
Trilateral Commission (TC) at a Bilderberg* Conference in
the sms I Balgian town of Knokke in April 1972. In January
1973, talks were held with Jepanese leaders and the
Trilateral (ommission was officially formed in June 1973.
Sponsorship for +the Trilateral Commission was initially
provided by the US Kebdtering Foundation and later from the
Ford and Rockefeller Foundations.

Today membership of the Trilateral Commission has reached
around 300, drawn almost equally from North America
(excluding Mexico), Western Burope and Japan. If the GFR
ig the foreign policy arw of the US establighment
“network," then the Trilateral Commisgzion can be identified
as the economic policy arm of the US 'network". Most
members of the TC are also members of the CFR.

Sume political analysts believe that the TC has replaced
the United Nabions ag the vehicle +o speed up the
transition to a New World Order, focuseing first on
reglonal  planning and them combining the centralised

* The Bilderberg group was established in 1954 to
accelerate the movemsnt towards Furopean unity and
facilitats the entry of the US into an Atlantic union with
Western Burops. It 1is a covert political power group,
where some 100 prominent Buropesn and US businessmen and
politiciens meet in secrecy every year to discuss future
policy optiona covering a range of economic and political
issues. The Bilderberg Steering Committee of 25 ‘menmbers
from the US and Western Europe is headed by Walter Scheel
(1980), former President of the TFederal Republic of
Germany.
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reglons 1into a supra-national conglomerate. Statenents
made by prominent TC/CFR members would suggest that the TC
represents the third attempt by the network at forming a
Hew World Order, after the League of Netions and the United
Nations. Prof Richard Gardner, = prominent TC/CFR member
and former US Ambassador to Italy during +the Carter
Adminigtraetion, explained this new strategy in the CPFR
journal, Poreign Affairs, when he stated : "The house of
World Qrder will have o be built from the bottom up rather
than from the top down ... An end run around national
goversignbty, eroding it plece by piece will accomplish
much more than the old fashionable frontal assault."i19
(i.e. the United Nations). DThe regional piscemeal epproach
of the 7C is & new manifestation of this policy.

Like 1its CFR counterpart, %the TC states clearly its
globaliat objectives for the implementation of a New World
Qrder. One of its position papers published in 1978 and
entitled "Towards & Renovated TInternntional  System"
{Triangle Paper 14), states quite clearly <that keeping
world peace, managing the global econony, controlling
goological damage, and meeting basic humen needs can no
longer be handled by sovereign states.20 Obstacles %o this
ficooperative  management of  interdependence® include
national sovereignty, domestic political issues, numbers of
independent countries, etc. Thess alleged problems are
ased by the TC and the CFR to heighten world order
priorities in US Govermment policy decision making.

The TC states that solving these "global problems" can only
e achieveu by collaborating closely with Communist
countries. This was emphaaiged when the TC brought out
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Triangle Paper 13 in 1977, entitled "Collahorat}on with

Communist Countries 1in Managing Global Problems : An
Examination of the Options". The report, co-writtsn by
Chihiro Hosaya, Prof  of International Relations,

Hitosubashi University, Tokyo; Henry Owen, Director Foreign
Policy Studies of the Brookings Institution, Washington;
and Andrew Shonfteld, former Director of the London RIIA,
openly sdvocates a policy of ‘“global management" in
collaboration with the Soviet Union. Areas  of
collaboration envisaged iaclude food production, nuclear
exports and non-proliferation, oceans, trade policy, energy
production, space, and weather ‘'modification. These
recommendations go one step further than the current policy
of detente - laying the framework for integrating :the
eceoncemic and pollbical systems of East and Weat into e New
World Order.

In the introduction, +the report states : "Our maln goal in
seeking EBast/West cooperation is to mamnage the world's
problems more effectively.”21 The recommendations in the
report hint at greater, not lesser government control and
intervention in the global economy, a Socialist presumption
which Dbelieves that only government or some similar
regulatory Yody can solve the world's economic problems.
Not surprisingly, key members of +the TG are fervent
supporters of detente and increased trade with the Soviet
Union, %welieving that this will pave the way for some sord
of convergence Dbetween the two super powers, defuse
international +ension and help in the "global wmanagement®
of the world's economic, political and social problems.

The influence of ‘the TC on US govervment and oconomic
thinking sinoe its inception in 197%, should not be under—
estimated. Almost one third of the entire North American
¢ mambership was sppointed by President Carter (himself a
Trilateralist) +to US dovernment poaitions - 17 in Oabinet
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1
. positions. Eetween 1977 and 1980, US Government policy was q
effectively TC poliey. -
E

Novak, a prominent columnist for the Washingbton Post, wrote
in the Canadian journal, America, that according to sources
in the US State Department, +the Trilateral position papers
had directly influenced the summoning of the Rambouillet
and Puerto Rican Monabary Conferences, the sale of INF
gold, the Law of the Sea Conferendes, the formation of the

1ternational Energy Agency, and steps to establish a new
International currency which will replace the US dollar and
gold.22

While the influence of the TC and CFR has waned somewhat
with +the conservative-orientated Reagan Adninistretion,
they are 8%11l1  prominantly representad by Inter-
nationalists George Bush, George Shultz, Malcolm Baldridge
and James Baker III, who are the Administration's chief
proponents of sxpanding US-Soviet trade relations. i

The US~-USSR Trade and Economic Council (TBC), mentioned
briefly in chapter 1, 1is an organisation of leading US
businessmen and top Soviet trade officials devoted to the
promotion of commerce bstween the two countries. The Trade B
Council was the brainchild of Don Kendall, Head of Pepai- J
Cola, who approached President Nixon on its formation o :
{a) counter the Jackson amendment which threatsned Nixon's |

detente policies; and 5‘
(b) 1lobby for +he granting of MPN status to the Soviet

{
:
Union. i‘
°
After Nixon gave the idea his full support, +the IEC was B
inaugurated on  October { 1973 at a dinner in  the {

Granovitoveys Palata in the Kremlin. Present at its launch
vas (eorge Schultz, <then Treasury Secrstary in the Nixon 7«
Administration. ,
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With Kendell as Chairman and led by 25 of the most powerful
US businessmen and 25 highly-placed Soviet trade officials,
the Couneil would meet alternately every year in the US and
the Soviet Union to lobby for increased trade links betwsen
the two Super Powers.

The Amerjcan Directorship of the Council consists of those
businessmen whouse companies have played a key role 1in
aiding the economic development of the Soviet Union since
1917. They include David Rockefeller, Armend Hammer,
Reginald Jones ‘of General Elsotric, Frank Gary of IBM
Irving Shapiro of Dupont and William Franklin of
Caterpillar International.23

In 1977 Donald Kendall stepped down as Chairman, after
pressura from bobth the Soviet and US delugates, because
being a staunch Republican Party supporter, he had little
influence in the Carter Administration. G. William Miller,
President of Textron Inc. wasg chosen Chairman, a useful
choice as a few months earlier he had Yeen chosen by
President Carter to head the US Pederal Res¢rve Bank.

In 1978 €. William Verity, Chairman of ARMNCO Steel and =&
member of David Rockefeller's Chase Manhdttan Board of
Directors, was elected Chairman of the THC. Today +the
Council is chaired by James H. Griffen.

The Couneil, which 18 ostensibly a private business
lobbying group, enjoys extrasordinary protection by the US
and Soviet governments ~ %o the extent that the Council was
rlaced officlally off-iimits to infiltration from both the
CIA and the XKGB.24

Furthermore, according %o Antony Sutton, the Trade Council
is a sgeoret organisation sines 1% will not release its
membership 1list to the media. Only ite members and the
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Soviet and US governments have access to the full
memberghip lists.25 (Hee Appendix XIV, Reprint of partial
1ist obtalned by &. Sutton, p. 289.)

Antony Butbon Further asserts that the TEC has eight full-
time Soviet employees, engineers by profession, living in
New York +to assess US techrnology. By interviewing US
businessmen and assessing the technology offered, US firms
are +then enticed into joining the TEC to facilitate the
transfer . of their technology %o the Soviet Union. This
blatant acguisition of US technology is seemingly above the
Jurisdicbion of the US law enforcement agencies. Why?
Because the TEC represents economic and political power at
the highest lavels of the US establishment. Many of the US
directors of +the TEC are prominent members of the TC and
OFR, and claim backing from the Office of +the Vice~
Pregident, George Bush, and Commerce Secretary, Malcolm
Baldridge in the Reagan Administration.26

Finally, the last of the prominent groups lobbying for
detente and trade with the Soviet Union, 1e¢ the American
Committee on Hast-West Accord (ACEWA).  ACEWA was founded
in 1974 by well-known advocatep of trade with the Soviet
Union. It wae originally the brainchild of Prof Fred
Warner Neal, CFR member and Chairman of the International
Relations Faculty at Clarsmont College, California.27 Its
Board of Directors include John Galbreith, Jo-Chairman and
prominent liberal econonmist; Don Kendall, Co~Chairman and
Head of Pepsi-Cola, Fred W. Neal (above) and Carl MNarecy,
OFR member and former Chief-of-8taff of the Senate Foreign
Relations Committee (1955-73).

Its membership includes Armand Hammer, Head of Ocoldental
Petroleum; George W. Ball, TC/CFR member and former Under—
Secretary of Btate; John Culver, TC/CFR member and former
Democrat Senator; Theodore M. Hasburgh, CFR member and
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President of the University of Notre Dame; Harold B. Scott,
CPR member and former member of +the T8C; and Ieonard
Woodcock, former TC member and former US Ambassador to the
People's Republic of China.

The wopost interesting member of the ACEWA's roster of
Directors is its President, Robert D. Schuidd, who is also
Vice~Chairman of Control Data Corporation. Schmidt, a
vocal supporter of detente with the Soviet Union and whose
company has sold some of its most advanced computer systens
to the Soviet Union, has brushed aside Antony Sutton's
three-volume series on fTechnology transfer. Responding to
Sutton's work in a letter, he etated that the three volume
series was "a gross exaggeration, poorly documented and an
emotional recitation”.28 Corporate figures like Schmidt,
while determined to promote trade with the Soviet Union,
ignore or side-step the conseguences of this %rade on ths
development of +the Soviet Union's military/industrial
complex.

To conclude, organisations like those mentioned above, have
been heevily invelved iln promoting detente and trade with
the Soviet Untion. Their interlocking dirwoterships and
membership represents  primarily those UR banks 'and
corporations which have been involved 1in the economic
developmant of the Soviet Union sincs 1917.

To understend the motivation behind these ‘technology
Yransfers, +the answer then lies partly in the desire by
these groups for the establishment of a New World Order, a
situasion thet will only be made possible through the
convergence of East and West.

This controversial hypothesis has been given gome
credibility by a former President of the prestiglous Tord
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Poundatiozn, Rowan Gaither, who told Rene Dodd, Council to
the {li-fated Congressional Reece Committes investigating
U§ foundations 1in the 1950's, ‘that acting on direstives
from +the White House he and others were to 'make every
effort to so alter life in the US ac to make possible a
comfortable merger with the Soviet Union".29

The Use of Hegelian Disleotios in World Politics

Some political analysts have postulated a theory that the
mechanics of “Hegelian Dielectics" {the creation of two
opposites) has heen used to accelerate the movement towards
global convergence.

Antony Sutton 1in his most recent book expands on ‘this
theory by discussing the use of "Hegelian Dialectios” and
Ycontrolled conflict" by the US establishment to achieve
their long-range political objectives of Bast-West global
convergence. The use of "conlrolled or managed conflict"
and T"erisis management" to bring about a favourable
outeome, is discussed openly in literature of, for exampls,
the Trilateral Commission.

According to Antony Sutton : "In Hegelian philosophy, the
conflict between political "right" and political "left®, or
thesls and sntithesis in Hegelimn terms, 1is assential to
the forward movement of history and historical change
iteelf. Conflioct betwsen thesis and antithesis brings
about a synthesis, 1.2. & nev historical situation."30

Analysing Twentieth Century history, there is some evidence
%0 suggest that the network may have used the Hegelian
dialactical process to creakts a predetermined himbtorical
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synthesis. During the 1920's and 1930's, financial and
corporate intereste centred around the CFR were financing
both the rige of $Stalin and Hitler - two supposedly
idesloglcal opposites.

In 1926 Thomsa W. Lamon}, Head of the powerful J.P, Morgan
benking nstwork, raised a $100 million loan for the Italian
fageist dlctator, Mussolini, at a time when J.P. Morgan
interests were heavily involved in the sconomic development
of the Boishevik economy.3

The conflict that was. generated between Soviet Conmmunism
(thesis) end HNazi/Fascism (antithesis) in World War II,
gave way to the formation of the United Nations and other
similar regionel groupings, e.g. +the EEC, NATO, COMECONW,
eto. (synthesis), as a first step towards oreating & New
World Order.

Since World War IIX, two new, dialsctical arms of the
Hegelian  process have emerged under the "controlled
mensgement” of the US establishment, namely the Soviet
Union and the U3, as the prelude to the creabion of ancther
ani perhaps final synthesis.

To coerce the US into a New World Order, the network had to
build a credible enemy (antithesis) in the form of the
Soviet Union. This could only be achisved through massive
trensfers of technology and ored:., %o the Soviet Unionm,
which have taken place under ihe auspices of detente s&ince
the mid-1960's. The stage has been set to facilitate the
converganee of the US with the Soviet Union, either through
fcontrolled confliet", 1.5, a limited nuclear war, or
through  political bleckmail based on Soviet military
superiority.

To conclude, 1%t must be stressed that the disoussion above
i3 merely a hypothesis which needs further verification.
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synthesis. During +the 1920's and 1930's, financial and
corporate interests centred around the CFR were financing
both +the rise of Stalin and Hitler -~ two supposedly
ideological opposites.

In 1926 Thomas ¥. Lamon%, Head of the powerful J.P. Morgan
banking network, raised a $100 millicn loan for the Italian
fascist Aictator, Mussolini, at a btime when J.P. Morgan
interests were heavily involved in the economic develeopment
of the Bolshevik economy.3| ,

The confliect that was.generatsd between Soviet Communism
(thesis) and Nazi/Psscism (entithesis) in World War II,
gave way to the formation of the United Nations and other
similar regional groupings, e.g. +the BEC, NATO, COMECON,
etc. (synthesis), as a first step towards creating a New
Worad Qrder.

Bince World War II, two new, dialectical arms of the
Hegelian  process  have emerged under the “controlled
management? of the US establishment, namely +he Soviet
Union and the US, as the prelude to the creation of ancother
and perhaps final synthesis.

To coerce the US into a New World Order, the network had %o
paild a credible enemy (antithesis) in the form of the
Soviet Union. This could only be achieved through massive
transfers of technology and credit to the Soviet Union,
which have taken place under the auspices of detente since
the @mid~1960's. The stage has been set to facilitate the
convergence of vhe US with the Soviet Union, either through
"controlled cenflict", 1i.e. a limited nuclear war, or
through  political Ylackmail tased on Soviet military
superiority.

To concliude, 1t must be stressed that the discussion above
ig merely a hypothesis which needs further verification.
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Yet it 1is an abteapt to explain a remerkabls web of
economic ralationships that have transcendad two
ideologies, which conventional history has taught us, to
have been, and continue to be, implaccably opposed to each
other. =,
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CONCLUSLON

In oconclusion, this paper Focussed on three imjortant
themes. These were :

1. The -extent of US technology transfers to the BSoviet
Union Bince +the mid-1960's and the impact these
transfers have had on the development of the latfer’'s
military/industrial complex.

2. That contrary to Western policy perceptions, +trade
with the Soviet Union does not mellow the nature of a,
totalitarian regime.

3. That +the motivetion behind US +technology transfers
with +the Soviet Unilon may have little to do with %he }
conventional ‘tenets of detente, but instead may de
part of a hidden agenda to facilitate the convergence
of the US and the Soviet Union into a New World Order.

Chapters 3 and 4 quentified the extent of US technology
transfers that have taken place to the Soviet Union, and
found that not only has it been substantial, but that
Soviet economic and military development has, since 1917, ot
been contingent on these continued infusions of Western

technology. Various Hoviet indusbtrial sectors were studied ‘
in  detaill, end it was found that most are significantly
reliant on foreign technology. The interdependence of the o
military snd the industrial sectors was noted, as was the i
important role that dual use fechnology plays in enhancing :
Soviet weapons capability. Chapters 5 and 4 verified that

indigenous Soviel technology is almost non-existent due to

the wstagnating nature of totalitarian regimes. Soviet
acquigition of UB technology is & prerequisite in order +to 3
maintain its position as a super power vis-a-vis the US. _t
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Chapter 5 documented the massive Soviet programme to
acquire Western technology, both legelly and illegally, so
as to wmaintain iis competitive edge 1in the scientific—
technological revolution.

Leading on from theme one, theme two debunks the notisn
that trade with the Soviet Union will (a) ameliorate its
international behaviour; end (b) help implement internal
economic reforms that will lead %o a more open society.
Chaptar 2 deslt with the Soviet perception of detente and
hsw  this policy was sffectively incorporated into their
overall global strategy. Peaceful coexistence was
formulated and utilised by the Soviet Union to exploit the
economies of the West, 1in order to rectify the deficient
and backward sectors of their own stagnaeting economy.
Detente effectively postponed +the inevitability of the
Soviet Union to have to make fundamental economic reforms
which would threatsn the powser base of the ruling minority
elite. Trade has entrenched totalitarianism in the Soviet
Union, rather than provide +the catalyst ZFor greater
asconomic fresdom that its proponents had hoped For.

Finally, theme three used the evidence presented from the
first +two themes to hypothesise +the notion that us
tachnology and ecredit transfers to the Soviet Union is a
deliberate policy %o coerce two opposing economic =and
Ppriitical systems into a New World Order sgynthesis. This
is a future scerario envisaged by certain power elites in
the West, which through the use of Hegelian dialectiscs,
will accelerabe the dissolution of national sovereignty and
#8e 1i%s replacement by some supra-national authority, to
ensure a "more stable end managed global environment.®

This paper has atitempied to essimilate the many facets of
%technology ‘trensfers, often studied in isslation, into a
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ooherent whols, so a8 to give a broader perspective and
understanding of a topic that le hoth little understood and
often highly controversial.




APPENDIX T

MAJOR CATEGQRIES OF LEND LEASE SUPPLY
TO THE SOVIET UNION

Amotnts
Category Desuription of Category (Arrived In Soviet Unioa}
i Alreraft and eguipment 14,018 units
It Vehigles {Including tanks and trucks) 466,968 upita
Explosives 325,784 short tong
] Naval and marine equlpment 5,367,000 gross regisiersd lons
of shipping
7,617 maring engines
w Foodstulls 4,291,012 short tons
v Industrial machinery and equipment $1,095,140,000
v Materials and metal products 2,582,776 shon! lons of steal

781,663 short tons of
natlessous metals

1,018,856 miles of wire

2,168,336 shon lons of pelroleuta

820,422 short tans of chemicals

Source: 14,5, Depl. of State, Aeport on War Aid Furaislied by the Unfted Siafes fo the
V.8.8R. {Washingtan: Olfice of ‘oreign Liquidation, 1948), pp. 20-28,

Bource:r Sutton A., Western Technology and Soviet Economic
pevelopment 1945 - 1965, Hoover Institution Press,
1873, p 5.




APPENDIX TII

Letter (Protocol) of Intent dated 19 October 1973
{English version)} between State Committee of the
USSR Council of Ministers for Science and ;
Technology and the Coniroi Data Corporation. i

Letter (Protocol) of Intent i JJ .
The State Committee for Scienze and Technology of the USSR g
Counell of Ministers and Control Data Corpcranon (CDC) in the ln< E
terest of developing lorig term tech:
between Soviet organizations and enterprises and Contrel Data
«~—Corporatien, have on 19 October 1973 concluded an “Agreement
on Scientific and Technical Cooperation”, The State Committee
for Sclente and Technology and Control Data Corporation,
together with the USSR Ministry of Foreign Trade, hereafter re-
{ferred to as the Parties, having i mind furthering the development
of the desired cooperation, wish to conclude this Letter of Intent to
identify joint projects which need détailed study, and to commit the o E
{
|

Parties to inltiate these studies. 4
1. The objective of the projects called for in Paragraph lil of this thter 44
{Protocol) of Intent shall be to: b
A, Establish the coordinating graup, and working groups called for’ It ;
In Article 4 of the Agreement on Sclentific and Tzchn(-:al IH |
Cooperation, | .
. Specify the scope and mechanlsm by which the sclentiflc and v
technical information excharges to be engaged in under the y
terms of Article 2 of the Agreement on Scientific and Technical A
Cooperation shall be carried out: - B
C. Implement detailed exarination of thuse projects given first
order of priority.

5=}

D. Define mutually satisfactory commercla] and trade relation- h

ships. &

1L The following preliminary list of tentative Joint projects has been &
agreed to and a detalled examination of them will he our fiest pri- N “

arity. .

A. Finance and Trade — To conduet studles and discusslons in
ordar to develop mutually satisfactory bases for paymant for the
activities to be undertaken within the scope of the Agreement
on Scientific and Technical Cooperaﬁnn This shall include i
terms of credit, and ac- i
tiviles whose purpose Is to generate Western curmrencles to } .
facilitate repayment of credit, |

B. and Appll Devel ~ Develap-
ment by !ha USSR of automated programming methcds for im-
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proving programmer productivity as well as the generation of
systems within certain applications areas of mutual interest.
These would include, but nat be limited to, the medical/health
care fieid, the transportation industry, and the education en-
vironment.

Objectives of transportation study might include both the in-
crease of efficlency of passenger transportation, as well as
enhance the timely delivery of freight, both by surface and by
alr.

The medical health care study would Include the creation of
systems dealing with patient care, health care management, as
well as health care planning,

Work in the education field will be centered on the disciplines
of computer-based educauon and h‘ainlng, lncludmg networks,
speclal Is, author | and coufse-
ware.

. New Computer Sub-Systems R & D — The USSR will con-

tribute research and technical development of compnter
clements based on new technlcal concepis. This research and
development will be undertaken based on couperative planning
between Conirol Data Corporation and appropriate USSR
organizations,

This research and development may include, but will not be
limited to, the realm of memory systems, advanced mass
memories, thin {ilm, disk heads, plated disks, memory
organization and lon beam memorles, might be amongst the
technologies to be investigated and research and development
undertaken,

Beserch and Devel - Joint of research
and development activities in USSR enterprises and Institutes
whﬁch will add to Control Data Corporation’s research and

activities, lartly In the areas of computer
systems software and applications software, and will constitute
In part compensation for technologles which the USSR wishes
to obtain from Control Data Corporation.

Ad dC System Devel ~ To con-
duct a perative d of a with rear-
bl and a rate of 50 to 100

milion |nshucllons per second to be used for solving large
1 Results of software and
archl(ecmral research conducted In the Soviet Union will be
utifized. The functional deslgn of the software system and the
architectural concepts will be supplied by the USSR. The im-
plementation would be conducted n four phases as follows:

=261~
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1) Feasibility
2} Datsiled design
3} Prototype constructivn and checkout
4) Test and evaluation
The feasibility phase will be used to evaluate the proposed
concepts, both hard and software, fn order to
verlfy that the system can be implemented with known hard-
ware technology,

‘The following are among the areas to be considered as part
of the evaluation: architectural design, sottware system design,
new software techniques, new software applications, com-
ponents and clrcullry, system performance, operating systems,
princlpal applications, manpower and cost. The entire program
is expected lo require from [ive to eight years to reach fiuition.
Results will be shared on ari equal basis.

F, Disk Manufacturing Plant — To bulld a plant for manufac-
turing mass storage devices based on removable magnetic disk
packs vith up to 100 million byte capacity per each pack. The
yearly plant output shall be 5,000 device units and 60,000
units of magnetic disk packs {approximate estimatej, It is ex-
pected that 80% of the plant output will be: 30 mega-byte
devices and 20% will be 100 mega-byte devices.

. Printer Manufacturing — To bulld a plant to manufacture
line printers to operate at a speed of 1,200 lines per minute.
The yearly output shall be 3,000 devices (approximate
estimate}.

. Process Conirol Devices Manufacturing ~ To build a
plant for the manufacture of process control oriented peripheral
devices, including data collection, analog/digital gear, termi-
na[s efc. The annual plant cutput for all devices, Including data

d as ap ly 20,000 units.

Note: Wlth respec{ to hems 7, G and H, the Pames shall
Jointly develop 'tor
products in accordance with the metric system standard and in-
sure that all aspects of the plant(s) design and construction are
of the highest qu. “ty such that the manufactured output will be
fully competitive (n all respects within the warld market place.
Control Data Corporation 5ha!l dell«er technical docurnenta-
tion, lete sets of as well as
know-how, and full assistance in order to insure mastering of
full production techniques.
Printed Circuit Baard Manufacturing — Del)very to the
USSR of a | of for the of
multilayer printed ch‘cult boards.

o]
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J. RYAD/Control Pata Corporation Information Process-
ing Systems —  Jolnt creation of information processing
systems based on the use of Soviet manufaciured computers
and Control Data ¢nrporation equipment. Control Data Cor-
poration equipme: v suld Include local penpheral sub-systems
as well as
remote satrators and I pected that lhz
system would :include operahonal scftware Jointly created to
make a viable computer system for applications to problem: in
other parts of the wo ' - *~ich could be commerciclly saleable
as a total system. H

. Process Control and Remote Communications Con-

centrator Manufacture — To organizé within the Soviet

Union manufacturing of Control Data Corporation licensed

remote communication equipment and analog to digital com-

ponents for standalone use within tect ! process control
systems, It must be kept in mind that such devices and com-
ponents must atisfy requirements of both the Soviet Union and

Conitrol Data ©orporation. Controf Data Corporation evaluates

that it can buy back approximately $4,000,000 worth of these

products,

Network lnmrmaﬂan System ICYBERNET) - Joint study

to provide a p for & Soviet com-

twork. Di tons of ks to be explored

will include both the distribution network between terminal
users and processing center as well as an eventual bulk transfer
network between cluster centers and private satellite centers.,
The USSR will develop systems and applications software for
this Network Informatton Syste:t based upon the present com-
mercially available Controf Data Carporation network software
system, The resultant software will be available and shared by
both Partles. The various data communications technologles
will be evaluated as one of the major tasks of the study.

Control Data CYBER 70 Data Processing Centers —

dJoint creation of processing centers which will utilize computers

and other equipment of Soviet mauufacxure and those of Con-
trol Data C: for such as, but
not limited to, those specified below:

1) World Hydrometeorolagical [nstftue, Moscow, for process-
ing of weather data for forecasting and in preparation of
weather maps.,

2) Institute of High Energy Physics, Scrpukhov, for nuclear
vesearch, reduction of accelerated data, and basic particle
research, . ’

el

[

S
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3) Ministry of Geology, Moscow, for selsmic data reduction.
USSR Academy. of Sciences, /Academ Goradok, Novo-
sibirsk, for operationial numerical wealher forecasts, as well
“a5 for on-line concurrent processing-of :'-’ data from
related to heric, gas ics, weather
research and baslc sclenlific research
5} Ministry of Chemical Industry; Moscow, for ari information
processing network and plant and pipeline control.
Mipistry of @il Refining, Moscow for electric distribution
‘n?.\ plant design.

E-]

“

VI sroes 0 launch the above noted programs into viable, successful

implementations, Control Data Creporation is prepared to advanca

T fong terr eredit on mutyally beneficial texms through

Credit (‘ampany, its financial affiliate. It is expected that the total
volume of credit reqmred Iu{ financing 6 the full dimensioy,s of the
Scientific aud Tech may reach 500 million
dollars. 1t s furthat expected that repayment of such credit will be
made in, the {r em of Western currencies. Commercial Credit Com-
arad to assist the USSR in obtaining such currencies by

wagking jolintly with the appropriate authoritjes in the USSR in the
wcrld/fude md'\(etmg of Soviet product§ and'in the development of
natlifal resodrcle ¢ which sustained world demand exists.

Iq e prozess of developing specific programs to generate cur-
ze\n(y ior credit repayment, Controi Date Corporation offered the
foll yw "3 pxbpasals for consideration:

A F!Hamcing o Conlml Data-Corporation is prepared !o assist
1" the, US8R in obtaining the f ing needed to the
abobe noted ohject . Through its whaoll

* Commercial Credit Company, Conirol Data Curpcrahon can
marshal substainlfal fong term rred!t to !ac:hraka Soviet purs
chases of and d under the
Agreement, ay well as credit for potentxa) customers for
worlé:wide sales uf Soviet products and materials.

Commerzial Credit Company will take the initiative in
assernbling consoriums of major leaders to extend long term
credit to the USSR on mutually beneficlal terms. Commercial
Credit Compal aljo prepared to use tis Luxembourg facility
to make use ol . Export/Import Bank financing to the ex-
tent such credit is avaifable to finance the export of Control
Data Corporation equipmant to the USSR,

B.

. Joint Veniure Marketing Company — A marketing com-
pany jointly owned by a competent Soviet organization and

«264~

-~ - Al

L
;
W
L

e




Commercial Credit Company.will be established. The company
would be incorporated in Western Europe and would be a self-
sufficient, profit otiented entity.

‘The prime puipose of the comparny would be to sell the sery-
ice non<computer-related Soviet products in the Western world
ou the open market. In addition to selling the products of the
USSR the Joint Venture Marketing Company will develop, in
conjunction with Commercial Credit Company, economic and
trade forecasts for the near to medium term future in the
Western world that will indicate market trends, requirements
and shortages, which can be fed back intc the USSR fiva-year
planning activities to msure that future USSR exports meet the
requirements of future Western markets.

C. Natural Resource Mevelopment — Sovlet natural
resources are the largesr of any single country in the world. The
key to world trade in excess natural resources, r ~t required for
domestic use, is the creation of additional facilities to obtain and
profitably dispose of these resources.

The financial resources and worldwide industry associations
ot Cammercial Credit Company will be employed o create ap-
propriate consortia having four major functional entities:

a. finance

b. resource extraction and processing expertise
¢. construction and operation expertise

d. sales outlet for protessed products

Natural resources to be considered would Include, but not be @
restricted to: dmber products, non-ferrous metals, precious i
metals and stones, asbestos, apatite, cement, synthetic rubber i
and resins, and coal. ‘T

|
{
}

: The present Letter of Intent is executed in two versions, both in
Russian and English. Both versions of the text have equal validity.

For the State Committee
of the USSR Council of
Ministers for Science
and Technology

For Control Data 1
Corporation [

For the USSR Ministry
of Foreign Trade :

[

I

|

i
; Lo
4 } .
H Source: Sutton, A., The best enemy money can buy, t
i Liberty House Press, 1986, p 218. i
i i
! -265- L

!

st Bl L L e PR I R



SUCTIBOTUNUMWODR TIT,
burssesoxg Teubrs

woTiebedoxg osem OTDERY
SoARM IOJOWTTTTW/SARKMOIDTH

Toxauon
pue ‘siaciebiaen

SUOT3ROTURWNOD 83 TTTO3ES seuuRlUY ¢ SUOT3E0TUNEMOD
S20TAS3(Q (PABY DTIISNOOY SOBIING) MVS so0TARQ
Abopouyosi HOTIONPOII s30939Q
uot3ieiueidul uOT $3ITNOXTD
ubrsea av¥o SI03DNPUODTHSG
¥
N (eaT3omI3SOQ-~UON) ZAN/Butissy, UOTIRUTOTIG
k s1030npuUcoTedng soTusboAIn
STeI9H Iepmog sa3Tsodwoy
STOOL SUTYORN /N avd
AbanrTelean snoydiouy STeTIalER 4
b
. &
® 5 - a ¢
2 2IBM3I0Z feadTIVRY /SuTssenoad abeur <
s30q09 ubtsaq bursseooxd @bewy m
Bbutwrezboxg sasey eleq “
UOTITUBCOIY UXSIFRY DOUSBLTTIIVL [RIDIFITITY/SOTISEIBGRD
B SYTOMIBN (ubTsaq pepTy-Io3ndwod) a¥vd
S3TUp {POTTOXIUO) ATTLOTIBWLN) D/N 1013u0) DTIRUOINY {
seTIOoWAK SI0309FTYITY sxa3ndwoy

SHLYLS QITINO FHL O SYOLISIA NVIIOHNT LS¥E QNY ITIACS
O LSENHLNT 40 ADOTONHDEL 40 SUTILL VOLVW

o

oy TIT XIGNEdad -




‘v d ’'zae1 Aen ‘ABOTOUYOST UASISBR JO GOTIISIRDOV 391408 ‘3aoder ¥ID :90INOZ

m

butzosuthug OTIOULDH KBOTOTAOIOTH
- 1
! B
T {soTweuipoapiyoloubeR} QBN Q@ N
g sTeTIoReN m
saozonpuoazadng sTeTIaleR
subiseq TeINIONIIS uoTSng -
$I030B9Y soTusboiin sotsdyg FeeTonyN 4
; {
| sxose] STURUN]L SI9SVT SBH soTado
. B o sotado sot3do TeqTd pue 19s®T ;
i
uotjeizodsuer]
Burpringdrys swalskg suTIRW JaBTOOTYRA

(rauop) TII KIaNaday \




APPENDIX IV

CIa list of slave-made products

v

vI

VIl

VIII

IX

Wood Products: plywcod; Llumber; <furniture;
casings for clocks; cabinets for radio and
TV sets; wooden thess pieces; wooden souve~
nirs; woodeh crates for fruit and vegetables;
cardboard containers.

Electronic: cathode ray tube components;
resistozrs,

Glass: camera lenses; glass ware; chande-
liers.

Automotive: auto parts; wheel rims; parts
for agricultural machinery.

Mining/Ore Processing: gold; iron; aluminium;
coal and peat; uranium; asbestos; limestone;
construction stone and gravel,

Clothing: coats; gloves; boots; buttons;
zippers,

Petroleum Products and Chemicals: ammonia;
gasoline and othexr motor fuel; potassium
chloride; urea. .

Food: caviar and tea.

Miscellaneous: brick and tile; watch parts;
wire fences; matresses; screens; steel
drums and barrels; 1lids for glass jars;
plumbing equipment; storage battery cases;
concrete products; electric plugs/corxds;
electric heaters; electric motors; pumps;
woven bags.

Sourcg: Allen G, The Red Traders, American Opinion,

April 1984, P 103.
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APPENDIX V.

W Dwector of Cordeal doaeligenice
Wnloyon 0 € L

17 Jeuary 1985

The Honorable Conald T. Regan
Secretary of the Treasury
Washington, D.C. 20220

Dear Don,

In the wake of the release of the 170 report on the yse of forced
Tabor {n forefgn countries to produce goods for export, I thought I
should write you to update the status of cur research on thiz issve.
Despite continued monftoring, we are unable to obtain sufficient facts
to make a so0lid case that any particular geod we receive from the USSR
13 produced by convict, forced, or {ndentured Tabor,

© You will recall that on 16 May I sent you a Vetter which stated thet
according to our most recent snalysis 3 percent of totz]l Sovfet labor is
forced. That anslysis remeins valid, but I can find rothing ¢n the ITC
report that {ndicates the avallability of more specific data.
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THE BECRETARY OF THME TALASURY
WASKINGTON 30320

Januery 28, 1985

MEMORANDUM FOR WILLIAM VON RARB
COHMMISBIORER
U.8. TUSTOME SERVICE

TRRU: AESXBTAHTIBECﬁZTAAY WALKER

SUBJECT: Merchandise from the Sovie Uninn which May
He Producad by Convict, Yor. )4, or Indentured
Labor

On Septenber 28, . rncammund-d to me that &
£inding b published po. to section 12.42, Customs
Regulaticns, to the effsct - dat certain classes of merchandise
from the Sovist Union which are producad by convict, forced,
or indentured labor, either are beiny, or are likely to be,
imported into the United States in violation of ssction 307,
Tariff Act of 1930 (19 U.5,C. 1307). The catsgoriaes of
products covered by your original proposal ware modified by -
your memorandum of December 2, 1983,

As you will racall, on May 16, 1984, I informsd you that
the evidence then available did pot warrant a dacision at
that time to withhold any Soviet products from importation.
My dacizion was basad upon careful consideration of tha
avallable evidence and, in particulir, the views of the
Dirgctor of Central Intslligence on that {informstion, which
had baen provided by *he Centrzl Intelligence Agency.
deferring a determination, . specifically choesa to wal until
the completion of the International Trade Commimsion's review
of forcad labor practlices throughout the world.

The International Trade Coemisaion fssued its raport on
forced labor practicss on Dacember 18, 1954, After thorough
examination of the report, X have concluded that it provides
no additional avidsnce which might sapport a declaion to
prohibit the imporvation of any Sovist~produced goods into
the United States. Indesd, the raport further discredits
the already meager evidance about two of the products identi-’
fied In your recommendation. Purthermore, thae ITC has expresaly
cauytionsd that its report is not intended for uze as evidance
in eny administrative proceeding.

=270~
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I have 2190 received another letter from the Dirsctor of
Cantral intslligencs which updatan the CIA'ns viewvs 28 orlq!nllly
«xpressed in Kay, 1984. This latest lettar, a copy of which

is attached, confirms that the CIA has continued to monitor
information on Soviet forced labor practiocms and tha: the QIA
still & not able to maks a “solid cede® thst any specific
forosd labor goods ere {mportsd into the United States.

In light of the report of the Internstional Trada
Commianion and the current visws of the Cantral lntulliq-nce
Agency, } find that the available evidence providss no
reavonable basis in faet to establish & nexug batwasn Soviat
forced labor practices, and specific importe from the Boviset
Unien. Consequantly, based upon the avidsenca .curyantly
available to me, I have decided that thers pressitly is no
basis upon which to prohibit or withhold from importation
into tha United Satas any goeds produced within the Boviat
Union. Acrordingly. your recommpendstion of September 28,
1982, in not udopt-d.

While this is & Zinal decision with respect to your
recommendation and the evidence currently svailable, it
does not preciude the introduction at & latar date of new
evidence abous the poseible importation of Bovist products
made by convict, foreed, or indentured labor.

/5/{4«:4(74/& YA

Doneld T. Regan

Sourge: Olson, C., The stockoyner'y News, April 1985, Lssue no 7.
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APPENDIX VI

Ug _COMPANIES TRADING WITH THE SOVIET UNICN
COMPANY PRODUCT o
AEC Atomic Energy :
Acme MEg. Ce. Machine Tools L
Alcoa Aluminium A
- : Allen Bradley Machine Tools b
Al Alliance Tool & Die Coxp. Machine Tools I -
: Alliance Tool & Die Machine Tools o
Allis-Chalmers Machine Tools o
B Allsteel Press Co. Machine Tools R
! : Alpha Press Co. Non Ferrous Metals
<o American Can Co. Iron & Stsel H
S ! American Can Co. Food Machinery i,
. I’ American Chain & Cable Machine Tools
o Zmerican Express Services A
7\ American Magnesium Co. Metals Technology
: Applied Magnetic Corp. Electrionics :
L Ars Oztemal {Subsidiary of :
L Satra Corp.) Trading 5
; Armco Steel steel =
Atlas Fabricators Inc. Machine Tools ]
Automatic Production Sys.
! (Div. of Ingersoll-Rand) Motor Vehicles T
| Babcock & Wilcox Boiler Technology ¥
Bechtel Construction ’ |
Belarus Bguip. of Canada Ltd. Agrieulture Equip.
Berdix Corp. Machine Tools i
Besley Grinder Co. Machine Taols |
Bliss, E.W. Div. of Gulf & |
Western Industries Motor Vehicles i
Boeing Machine Tools T !
Boeing Aireraft Technology '
Borg-Wagner Machine Tools : i
Brown & Sharpe Mfg., Co. Machine Tools i ]
Brunswick Corp. Machine Tools b
* Bryant Chucking Grinder Corp. Machine Tools &
Burr-Brown Research Crop. N.A, b

C~E Cast Equipme..t Machine Tools .
Carborundum Co. Machine Tools -~
=272~
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Carlton Machine Tool Co.

Carpenter Technology Corp.

Caterpillar Tractoxr Co.

Centrispray

Century Data

Chase Manhattan Bank

Chemetron Corp

Cincinnati Milacron Ine.

Clark Bquipment

Cleveland Crane & Eng.

Colonial Broach

Combustion Engineering

Comma Crop.

Control Data

Cooper Industries Inc.

Cromalloy-Kessler Asso. Inc.

Cross Co.

D.A.B. Industries Inc.

Denison Dv. of Abex Corp.

DoAll Co.

Douglas Aircraft

Dow Chemicals

Drasser Industries

Dr. Dvorkovitz & Asso.

E.I. duPont de Nemour & Co.

E.W. Bliss, Div. of Gulf

Easco Sparcatron

Easco sparcatron

Electronic Memories &
Magnetics Corp.

El Paso Natural Gas Co.

Englehard Minerals & Chem. Corp,

Ex~Cell-0 Corp.

FMC

Penn Rolling Mills Co.

Fon du Lac

Ford Motor Co.

GMC

Gearhart-Owen

General Dynamics

General Electric

~273~
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Machine Tools

W.A,

Agriculture BEquip.
Machine Tools
Electrbnics
Finance

Machine Tools
Machine Tools
Machine Tools
Machine Tools
Machine Tools
Motor Vehicles
Electronics
Advanced Computers
Petroleum Equipment
Machine Tools
Machine Tools
Prime Movers
Machine Tools
Maching Taols
Machine Tools
Chemicals

Oil Tool Equip.
Non Ferrous Metals
Chemicals
Machine Tools
Machine Taols
Machine Tools

Electronics

Gas Technology
Machine Tools
Machine Tools
Machine Tools
Rolling Bquip,
Machine Taols

Non Ferrous Metals
Machine Taols
Petroleum
Beronautical Tech,
Petroleum Equip.

.o

-,




AN ' - I

General Electric Machine Tools

General Tool Corp. Machine Tools
Giddings & Lewis Mackasie Tools
Gleason Works Motor Vehicles
* Gleason Works Machine Tools
Goddard Space Plight Center Machine Tools
Gould Inc.  Motor Vehicles
Gulf General Atomic Atomic Energy ?
Gulf 0il Corp. Petroleum Equip. ;
Haleroft & Co. Machine Tools b
Harig Products, Inc. Machine Tools
Hewlett~Packard Electronics L
Holecroft & Co. Motor Vehicle
Honeywell Computers
Honeywell Infarmation Systems Electronics
Hudson Vibratory Co. Mechanical Equip.
BN Machine Tools :
IBM Computers
IBM Electronics
Ingexsoll Machine Tools {
Tagersoll Milling Machine Motor Vehicles i
Ingersoll Rand Co. Machine Tools
* International Computers Electrofnics !
Intel Corp, Electronics 1
International Nickel Nickel Technology
International Harvester Machine Tools
Ixving Trust Co. Finance
Ttel Electronics
Jones & Lamson (Textron) Machine Tools
Joy Mfy. Drilling Equip. t
Kaiser Aluminium Non Ferrous Metals ‘
Kaiser Aluminium & Chem Corp. N.A. "
Kalser Industries Corp. Machine Tools
Kearney & Trecker Corp. Machine Tools L
Kennametal Inc. Macine Taols I
Kingsbury Machine Tool Corp. Machine Tools \
Koehring Co. Machine Tools %
1
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LaSalle Machine Tool Co. Machine Tools

iz

Leasco Electronics
Leesona Corp. Textile Equip. -
Libby~Owens~Ford Co. N.A. : vﬂ
Litton Indust. Int'l. Mach.
Tool Syst. Group Machine Tools
Lockheed Rireraft Technology
Lunmus Corp. 0il Technology
MoDonnell Douglas Aircraft q
Micromatic Hone Machine Tools
Minnie Punch & Die Co. Machine Tools ' -
Modicon Corp. Machine Tools :
' Monarch Machine Tools !
Monsanto Chemical ’
N Moore Special Tool Co. Machine Tools
"\ . NBS Machine Tools
i National Enginzering Machine Tools !
NED's Reactor & Fuel Mfg. Fac. Atomic Energy H
Nozton Co. Gzinding Equip. '
* Qcciden: sl Petroleum Major factor in complete plants :
Preunatic Tool Co. Machine Tools
Pratt & Whitney Machine Tools {
Pullman Corp. Machine Tools :
RCR Electronics : K
. Raycon Corp. Machine Tools N
! Raytheon Elactrovics : A
‘* Reynolds Metals Co. Metals
Rockwell International Machine Tools
Snow Mfg. Co. Machine Tools
: Sorbus Inc. Electronics
' Spectra-Physics Inc. Electronics
; Speedfam Corp. Machine Tools
Sperry Rand Machine Tools i1
Standard Cil 0il Technology ¢
Sundstxand Corp. Machine Tools
Swindell-Dreasler Co. Motor Vehicle \“
Swindell-Dressler Co. Machine Tools i
!
75 z
i

il g | 1
P PO il v it ol 2B



Systrom-Donner Corp.
Tektronix Inc.

Teledyne Landis

Teledyne Pines Co.

Tenneco

Texas Eastern Transmission
Textron Inc.

Udylite Corp.

Univac

V & O Press

VSI Automatizal assembly Inc.
Varian

Verson xllsteel Press Co.
Waveteck

Wells-Index Corp.

Welt Int'l Cors .

Western Industrial Prod. Corp.
Zerox Corp.

¥Young & Bertke Co.

Non Ferrous Metals
Electronics
Machine Tools
Prime Movers
Chemicals

N.A,

Machine Tools
Machine Tools
Electronics
Machine Tools
Machine Tools
Electronics
Machine Tools
Electronics
Machine Tools
Trade

Machine Tools
Electronics .
N.a.

* fThese are the key companies involved.

Source:

A. Sutton, Technological Treason, 1982, p 22.
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APPENDIX VII

5

—y

N

"TABLE 6.1
SerecTED SoviET TANK MopELs PRopUcED 1v TRACTOR PLavts
Tank - Tractér-Tank Where Tanks
Madel Number .o Plert: Were used:
T-26 (8ton) A, B, Ordzhchikidze Spanish Civil War n
C véfsions (Kharkov) Manchurie i
. Finlund b
T-87 (3-ton) Stalingrad Russo-Finnish War  » ©
R Chelyabinsk World War 11 3
T-52 (34-ton) Kirov works Russo-Finnish War
(Leningrad) World War II
BT (12-ton) Chelyabinsk Spanish Civil War
. Russo-Finnish War
BT-28 (16-tonj Chelyabinsk Russo-Finnish War, ;k
PT-75 . Volgograd Indo-Pakistan War [}
(Stalingrad) Viemam :

Source: Sutton A., Nationzl Suicide, Arlington Houss, 1973,

p 104.
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APPENDIX VIII {Cont.)

WESTERN TECHNOLOGY ACQUIRED SOVIET APPLICATION/IMPROVEMENT COLLECTOR

Space and Antisatellite Weapons
Documents on Systems and Heat 3hielding of the Reusable Space System KGB
US Space Shuttle

Transit Naval Navigation Hardware First-Generation Space-Based Naval GRU
Radionavigation System
1 US NAVSTAR Navigation System D.cuments Digital Signal Processing for Counter- Others
5 part Satellite System
©
! High-Energy Chemical Laser Documents Space-Based Laser Weapon KGB .
N N ; N : I
System 101 Processing Equipment Digital Processing and Video fox Others ¥
Space~Based Reconnaissance; Missile,
Bomb, and Remotely Piloted Vehicle
Command Guidance i
4 TPactical Forces ‘
International Radar Conference Documents Synthetic Aperture Radar for Aircraft GRU
3 Detection
; Infrared Imaging Subsystem Designs Fire-Control System of Future Tank XGB g
3 Millimeter Radar Documents . Antitank Missile GRU “
, - Pressure Measuring Instruments and Docume o Advanced Modeling for New Artillery KGB, GRU
o Projectiles
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Aviation

Prajectiles and
Explosives

Armor and
Electro-Opties

o

APPENDIX IX

Several Hundred Examples of Soviet Military Equipment and
Weapons Benefiting From Western Technology and Products

There are hundreds of examples of Soviet military equipmert and weapons of the
1980s und 1990s that have benefited or will benefit from the technologies and
products of u least a dozen different Western countries. New and advanced
technical directivns wilf be Incorporated Into some of the weapen systems,
subsystems, and equipment in each industrial area given below, The equipment in
tneny projects will have their technical levels raised or project completion dates
shortened principally because of the copying of design concepts embxdied in
‘Western technica! documents, one-of-a-kind military hardware, and dual-use

produets.

Four New Fighter Aircraft

New Tactical Fighter of the 19905

A Supersonic Aircraft

Ground Attack Aircraft

Alrborne Command Post
Reduced-Infrared-Signature Ajroraft
Four Transport Aircraft

100-mm and 152-mm High-Explosive
Shells

203-mm Artillery Shell

Sakot Design for Armor-Piercing Tank
Round

U
Armor-Plorcing Tungsten Penetrator
Sheil

23-mm Gun

Aviation Cluster Bomb -~

Remote Mining Shell Delivered by
Artillery, Rockets, and Aircraft

Large Caliber Artiitery Shell Casing

Small Calfber Ammunizions

Space-Based Photoreconnaissance

Infrared Space Reconnaissance System

Space-Based Missile Launch Detection
System

Space-Based Infrared Image Processor

Synthetic Aperture Radar for Space
Reconnaissance

-281-

Reusable Space Shuttle

Alrto-Air Missile (US Phoenix-Like)
Fire-Control System for Three Fighters
CGas Turbine Engine

Ramjet Engine

Noise-Detonated Fuze

Microelectronic Radio Fuze

Millimeter-Wave Proximity Fuze

High-Efficiency Proximity Fuze for
Mass Munitions

Antisubmarine Torpedo

Antisubmarine Missile

Munittons Testing Equipment

‘Thermal Decoy Target

Protetijve Blast Structure

Soiid Propeliant

Unmanned Target Plane Equipment

T-55 Tank

T-64 Tank

T-84A Tank

T-648 Tank

T+72 Tank

T-80 Tank

125-mm Tank Gua
Industrial Gas Lassr
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Missiles and Space

Acrlal Frame Camera

High-Altitude Aerial Camern

Coordinate Measuring Machine

Portable Antinircraft Missile System

Advanced Night Vislon Device

Small-Arms Night Sight

Holographic Fire-Control System

Laser-Guided Artillery Shell

Laser Gyra

Optical Computer for Tactical Ballistic
Missile

Diamond Turning Device for Mirrors
for Future Laser Weapons

A New ICBM

A New SLBM

Maneuvering Reentry Vehicle (MaRV)
Strategic Cruise Missile

Reusable Space System (Shuttls)
‘Navigation Satellites

Manned Space-Based Orblial Station
Reentry Vehicle

- F

Laser Rangefinder

Antitank Missile

Countermeasure Against US Antitank
Guided piissile

Auntomatic Gun Barrek

New Artiliery Gun Barrel

Saiper Riflc and Machinegun

High-Strength Gun Borrel from
Electrosfag Steel

Autoriated Relting Mill for Military
Production

Carbon-Carbon Naosecons for Reentry
Vehicle

Missile “lotor Case Material (Based on
Dulon: Kevlar 49)

Surface-t &ir Missile

Missile Fuei Tank

Cryptographic System

Telemetry System

o e O

Vi Band Signal Analyzer

Rodars and
Computers

tlons System
High-Altitude Video Reconnaissance
System
Video Processor for Space
Reconnaissance
Reconnaissance Radio Receiver
Strategic Aireraft and Cruise Missile
Comumunication System
Fiber-Optics Communications System
Efectronic Countermeasure Station
Signals Intelligence Bquipment

ABM Radar System Design

Space-Based Oceanographic Radar

Three-Dimensiona! Phased-Array
Radar

Qver-the-Horizon Radar

Shortwave-Band Alreraft Radar

High-Capncity Computer
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Cryptographic System Scrambler
Magnetic Recorder
Fiber-Optical Cable
Microcomputer for Communications
Programmable Oscilloscope
Digital Processor
Printed Cireult Board Production
Equipment for Communications
Correctable Aerial Bomb
Remotely Piloted Vehicle
Electronic Page Teleprinter

Disk Drives for Ryad Computer

Computer Software

BESM-6 Coriputer

Magnetie-Bubble Compt...» ‘er
Onboesd Missile

Compuicr Matrix Procassor

~

o
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Misstles and Space

Aerial . rame Camera

High-Altitude Aerin} Camera

Coordinate Measuring Machine

Portable Antigjrerafl Missils System

Advanced Night Vision Davice

Small-Arms Night Sight

Holographic Fire-Contral System

Laser-Guided Artiflery Shell

Laser Gyro

Optical Compurer for Tastival Builistie
Missile

Diamond Turaing Device for Mirrors
for Future Laser Weapons

A New ICBM

A New SLBM

Maneuyering Reentry Vehicle (MaRY)
Strategic Cruise Missile

Reusable Space Syster (Shuttle)
Navigation Satellites

Manned Space-Based Orbital Station
Reentry Vehicle

Aireraft ine C

Laser Rangefinder

Antitank Missile

Countermensure Against US Antitank
Guided Missile

Automatic Gun Barrel

New Artifiery Gun Barrel

Stiper Rifle and Machinegun

High-Strength Gun Barrel ftom
Electrasiag Stee!

Autatnated Rolling Milt for Mililary
Production

Carbon-Carbon Nosecone for Reentry
Vehicle .

Missile MotakCase Material {Based on
DuPont Kevlirdg)

Surfacs-to-Alr Missile

Missile Fuel Tank

Cryptographit Systerm

Telemetry System

Narrow-Band Signal Analyzer

Radars and
Computers

tinns System
High-Altitede Video Reconnaissance
System
‘Video Processor for Space
Reconnalssance
Reconnaissance Radio Receiver
Strategic Aireraft and Cruise Missile
Communication System
Flber-Optics Communications System
Electronic Countermeasure Station
Signals Intelligence Equipment

ABM Radar System Design

Space-Based Oceanographic Radar

‘Three-Dimensional Phased-Array
Radar

Over-the-Horizon Radar

Shartwave-Band Alreraft Radar

High-Capacity Computer
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Cryptographic System Scrambler
Magnetic Recorder &
Fiber-Cptical Cable
Mierccomputer for Cominunications
Progrummable Qscillosoope
Digital Processor !
Printed Circuit Board Produttion
Equipment for Cammunications
Correctable Aerial Bomb
Remotely Piloted Vehicle
Electronic Page Teleprinter

Disk Drives for Ryad Computer

Computer Software

BESM-6 Computer

Magnetie-Bubble Computer for
Onboard Missile

Computer Matrix Processor

e
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Nuclesr and
High-Energy Lasers

Shipbullding

Nuglear Weapos Safsty System
Space-Based Nuclear Reactor
Nuclear Reactors

Naval Nuclear Restor
Water-Cooled Power Reactor
Process for Reactor-Geade Zirconivm
Migh-Sensitivi

Space-Based Micropronessor for d
Detector

Radiation Deteetor

Alrborne Military High-Power Carban
Dioxide (CO,) and Carbon Monexide
(CO) Loser Weapon
i Gas Dynamic Laser

Mass
for Uranium Enrichment
1sotape Separation Process

New Aireralt Carrier Catapuits for
High-Performance Airplanes

New Submarine

Submarine Quicting Equipment and
Technigues

Antisubmarine Torpedo

Telecontralled Torpedo

Tarpedo Missile

Laser Submarine Wake-Detection

System

Radioactive Submarine Wake-
Detection System

Hydrophone for Alreraft-to-Submarine
Communjoations

System

and
Microelectronics

Pholomask Equipment

Microelectronics Tester (Fairchitd
Corporation SENTRY-7 Design)

LSTIC Cireuit Mask Fabricator

Microelectranics for Onboard Weapon
Systems

Large-Scale Tntograted Clrovit Tester

Microprocessor (Motorola MC 10300
Series Design

16-Bit Micracotr gutsr

Compuiers (Digita. .
Corporgtion PL, & Design)

Migro- and Mint-coaputers for
Military Purposes (A M 2900,
L8I1-11M, PDP 11/70 and REDAC
Designs and Hardwa '}

Memories for Onboard Rador Fire
Contro) Systems

Compuler Memories

New Semiconductor Thyristor for
Military Equipment
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g!
Space-Based High-Energy Chemical
Laser Weapon

Magnstometer

Surface Warship

Warship-Based Multitarget Radar
Fire-Control System

Sonar System for Nuclear Submarine

Sonar for Surface Ship

Sonnt for Ships and Helicopters

Sonobusy

Radiowave Underwaier Communica-
tion System for Diver-Scouts

Ship Demagnetizer

Gyrohorizoncompass for Naval Ships

Naval Gun

Charge Caupled Devices

Traveling Wave Tube for Military
Satellite Communications

Space-Based Laser Communication
System

High-Power Microwave Tube for
Onboard Radar Against Low-
Flying Targeis

Laser Commanication, Detection, and
Ranging System (Hughes Aircraft
Company 3800 Design)

Infrared TV Sysiem

MIG Alperall Cemimuter Waveband
Radar with Onboard Digital
Processing

Compret Analog-Digital Converter

Quartz Resonator

Crystal Grawer

Power Gonerator

Communication and Telemetry System

Microwaye Generatar

N
i
|
i
|
1
¢
i
v
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Chemicals

Hybrid Ramjet Engive for Crulse
issile
Solid Rocket Propelinnt for Strategic

Palyamide Composite Materials for
Alreraft and Tank Industries
Carbon Fiber Production lor Asrospace

Missile Applications
Palyethylene Produgtion System Radialion Hardening Paint for Radio-
t Color Aerial Phowgraphic Film electronic Equipment
| Photographic Film for Alr and Space Bonding Material for Spacecralt
b Reconnaissance Ton-Exchange Resins
. Photographic Film for Space Recon- Laser Systems for Remote Chemical/
naissance (Kodak 3414 Filmy Biological Reconnaissance
Anfistatic Photoreconnaissance Film Fillers for Deep Sea Vehicles
X Low-Density Polysthylene New Gas Mask
i ; Photoresist System for Microelectronic
o : Photolithography
J & CE Electrical Equipment Space-Based Turbogenerator Power Sources for Missile Installations
N H Tank-Motinted Infraced System Space-Based Solar Power Cells
. * Sadium-Sulfur Battery for Missiles, Spacecraft Temperature Conteol
i Space, Tanks, and Submatines System
| Electric Step-Motors for Aviation Ship Electrical Supply System
'-i‘ Weapon Systems . Batteries for Noval Ships
k
Petroleum and New Fuel for Strategic Cruise Missiles  Rubberized Fabric Inflated Seal for
Petrochemicals New Jet Engine Fuel «—Supersonic Military Aircraft
Polyurethane Binders for Solid Roenet  Industrinl Rubber for Aerospace and
o Fuels Armaored Vehicles
E : New Zeolite Catalyst for Motor Fuels  Industris) Rubber Seals
5 Synthetic Motor Oif for Tanks in High- and Low-Temperatore
. Arctic Areas (Mabil Oit Company) Fluoroelestamer for Aerospace
v g Synthetic Lubricant for Aerospace and Armored Vehicles
N § Equipment Improved Protective Gear for
1 Ri:Mation-Resistant Additives o Astronauts and Pliots
v ] picants for Spuce Radar-Absarbing Camouflage Coating
. T 1 ubricant-Coolant for Motor
+aicles
¢ !
i
i
|
|
¥
¥
L
; Source: CIA Report, Soviet Acquisition ¢ “ilitarily Significant
i Western Technology Update, < slember 1885, p 31.
i
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APPENDIX XI

QUTGCING TECHNOLOGY ZND DATA DEMANDS : PROCESSING ROUTE

Numbers indicate
processing woute im
chronologlcal order

Defense manufi~turing ministries.

INCOMING TECHNOLOGY AND DATA : PROCESSING ROUTE

UGB

IN B

Sumber's indicate
processing route in
chronological order




APPENDIX XIT

MILITARY CRITICAL T

Computer network technology
E Large computer system technology
§ Software technology

Automated real-time control technology {including
array processor technology)

Composite and defense materials processing and manufacturing i
technology

Directed energy technology (incl.iing particle beams)

7 L8I-VLSI {large- and very-large-scale integrated circuits
design and manufacturing technology

Military instrumentation technology
Telecommunications technology

Guidance and control technology T
Microwave componentry technology

Military vehicular engine technology {(focusing particularly
on jet turbine technology)

¥

Fiber optics and advanced cptics technology
Sensor technology B

L

Undersea systems technology

{
Source: Randolph R.S., Trading with the Enemy : A N
Happy Way to Die?, National Review, September 19, g
i - ;
! 1980, p 1136. ) ¢
{ . i
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APPENDIX XIV

PARTIAL LIST OF US MEMBERSHIP OF THE

e

B

US-USSR TRADE & ECONOMIC COUNCIL INC,

Abbot Laboratories
Allen Bradley
Alliance Twoal Corporation.
Allied Analytical Systems
Allis Chalmexs
American Cyanamid
American Express
Archer Danjels Midland
Ammco Steel

Bunge Corporation
Cargill

Caterpillar

Crase Manhattan
Chemical Bank

Clark Equipment

Coca Cola

Con Agra

Continental Grain
Corping Glass

Deere & Company

Doy Chemical

Dresser Industries
E.I. DuPont

FMC Corporation b
Garnac Grain

Gleason Coxporation

Hope Industries

Ingersell Rand

International Harvester
Kodak

Marine Midland

Millipore Inc.

Minnesota Mining

Monsanto

Occidental Petroleum

Owens Illinois

Pepsi Co.

Phibro-salomon

Phillip Morris

Ralston Purina

Rohm & Haas

Seagram

Stauffer Chemical
Tendler-Beretz Associates
Tenneco Inc.

Union Carbide

Unit Rig & Equipment Company
Zexox

Source: Sutton A., Phoenix Letter, Vol 4 No 1I, January 1985, p 2
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