
$HE 5RASSFJ0R OP UNITED STATES TECHNOLOGY TO THE SOVIET 
UNION ; 1966-1986

Warwick Gun-Cuninghame Daviea-Webb

A Dissertation Submitted to the Fe.culty of Arts 
University of the Witwatersrand, Johannesburg 
for the Degree of Master of Arts

Johannesburg 1987



In writing tnis thesis I set out to clarify and determine various 
aspects relating to the topic.

Firstly, collating data from a variety of primary and secondary 
sources, I analyse the nature and extent of US technology 
transfers to the Soviet Union and determine that its impact on 
tnn development of the Soviet Unions military industrial complex 
has been substantial.
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Secondly, I question th» conventional tenets uuderiy'ng US trade 
policy with the Soviet Union as "understood in terms of overa31 
detente policy, and contend that technology transfers do not 
contribute to a more co-operative behaviour on the part of the 
Soviet leadership in its relations with th®US. This observation 
is reinforced in a subsequent analysis of Soviet global strategy 
as manifested in key doctrinal statements as articulated by 
authoritative Soviet spokesmen. These ideologically rooted 
concepts have immediate and far reaching implications for the 
Soviet approach to, and perception of, the Bast/Vest trade

Finally, I address the question, as to why this transfer of US 
technology has taken place and after examining several arguments 
conclude that it may be part of a larger global policy aiming at 
the convergence of two diametrically opposed ideological systems 
into a synthesis of a "New World Order1'.
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PREFACE

The first major research work on United States (US) 
technology transfers to the Soviet Union was undertaken by 
Professor Antony Sutton during his tenure at tne Hoover 
Institute on I,ar, Peace and Revolution in the late igSO's. 
His three-volume series, covering the period 1917-1965, was 
a detailed economic analysis of US technology transfers 
including type of equipment, US companies involved and the 
impact these transfers had on Soviet economic development.

Following Subton's early research work,v a number of books, 
publications and articles have been written covering 
various facets of US technology transfers to the Soviet 
Union. However, most studies on this topic ignore its 
military and strategic dimensions. For example, studies by 
Philip Hanson "Western Technology in the Soviet Economy", 
Problems of Communism, November/December 1978 and Joseph 
Finder "Red Carpet"; Holt, Rinehart and Winston, Hew York, 
1983, tend to focus narrowly on the economic issue of US- 
Soviet trade.

On the other hand, reports produced by the Central 
Intelligence Agency (CIA) and the US Office of Technology 
Assessment, which carefully analyse the impact that US 
technology transfers have had on Soviet military 
capability, ignore the involvement of US banks and 
corporations that have played a key role in developing the 
Soviet military/industrial complex.
Other researchers tend to study US-Soviet trade from a 
Western perspective, which ignores or excludes the 
motivation and desire underlying Soviet- acceptance of 
technology through the rubric of detente, from the US.



These deficiencies often tend to result tn an incomplete 
and misleading picture of US technology transfers to the 
Soviet Union, which this research project will help 
clarify, "by assimilating the various themes usually studied 
in isolation, into a coherent whole.

The two core issues that this- research project will focus 
on will be the essential perceptual differences that exist 
between US and Soviet trade policy, and the impact that US 
technology has had on the development of the Soviet Union's 
atlitary/industrial complex since 1965-

It will be hypothesised and proved "by analysing Soviet 
literature, that economic detente represents for the Soviet 
Union as. effective way.of using the world economy to 
compensate for its own economic and technological 
inadequacies.

Ihis will be followed by an examination of the extent of US 
technology transfers to the Soviet Union and its impact on 
the devlopment of the Soviet Union's military/industrial 
complex. Special attention will be paid to the use of US 
technology to expand the military capability of the Soviet

Secondary themes that will be interwoven into this research 
paper will include a study of (a) the Soviet acquisition 
programme 01 US technology; (b) the Soviet-Sloc's foreign 
debt crises and the use of US and European financial loans 
to not only maintain its economic development, but also to 
facilitate the expansion of Soviet global ambitions 
worldwide; and (c) US export control policies towards the 
Soviet Union to ultimately assess whether sanctions imposed 
on technology transfers and trade between states will 
prejudice military and industrial development.



Finally this paper will discuss the hypothesis that there 
exists an agenda to merge two opposing economic ard 
political systems (the US and the Soviet Union) through 
trade and technology transfer into a synthesis from which 
will emerge a "New World Order". The last chapter in this 
paper, entitled "Towards global convergence'' will analyse 
the movement towards a Sew World Cb'Ser being postulated and 
promoted by . certain academic, financial and political 
circles centred around the United States’ foreign policy 
Establishment, and suggest that technology transfers 
provide the operational vehicle for the creation of such a 
world order synthesis.

Footnote

Although ths topic of this research paper focusses on the 
US and the Soviet Union, references will also be made to 
the SMat (incorporating the US, Western Europe and Japan) 
and the Soviet-Bloc (incorporating the Soviet Union and its 
Eastern Satellites, but excluding Yugoslavia). US 
technology transfers to the Soviet Union cannot be studied 
in isolation without mentioning their respective allies in 
several ar';as of discussion Including export controls, 
foreign debt and the Soviet Union acquisition programme.

* Monetary figures quoted in this paper are in US dollars.

* One billion = 1000 million or 1 milliard. r  *"
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NASA National Aeronautical and Space Agency
NATO North Atlantic Treaty Organisation
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MIS National Technical Information Service



Organisation for Economic Development 
Operations per Second
Organisation of Petroleum Exporting Countries
Royal Institute of International Affairs
Strategic Arms limitation Talks
Signals Intelligence
Sea-launched Cruise Missile
Slumba Eezviecnenatwa (Polish Intelligence)
Foreign Availability Assessment System
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Strategic Defence Initiative r-.:
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CHAPTER 1 : OSIIBD STATES TRADE POLICY TOWARDS THE SOVIET
UNION - MELLOWING OR ENTRENCHING TOTALITARIANISM?

The debate surrounding the benefits accrued from trade 
between nations has always been a key issue in the 
formulation of a country’s foreign policy objectives.

The notion that trade encourages peace and is the ally of 
personal freedom was the traditional conviction of '9th 
Century liberalism. It was believed that more economic 
interdependence between nations, other things being equal, 
tends to foster mutual cooperation and understanding, as 
well as to raise the potential cost of economic war. 
Consequently the belief in the essentially civilising role 
of international commerce has always had respectable 
advocates - especially in the case of trade between the 
United States and the Soviet Union.

This view was clearly supported by former Prime Minister of 
England, Lloyd George, when he declared in 1922 that trade 
with the Soviet Union would "bring an end to the ferocity, 
the rapine and the crudity of Bolshevism surer than any 
other method".1

However, this view was not shared by Winston Churchill in 
1924 when attacking Ramsay MacDonald's proposed Anglo- 
Soviet treaty, he declared: "I object to subsidising 
tyranny. Judged by every standard which history has applied 
to Government, the Soviet Governmfnt is one of the worst 
tyrannies that has existed in the world. "2

Nevertheless, it is the former view which has effectively 
influenced and ahaped US foreign policy objectives towards 
the Soviet Union over the past two decades. Lloyd George's 
sentiments on trade was the essence of Lyndon Johnson's 
concept of "peaceful coexistence" with the Soviet Union in



the mid-sixties which was later refined by Henry 
Kissinger's and Richard Nixon's detente policies in the 
seventies.

Even before the liberalising of the US trade policy towards 
the Soviet Union took place in the sixties, conservatives 
in the US were criticising the effectiveness of US trade 
policy towards the Soviets during the height- of the Cold 
War. For example, while the Export Control Act of 1949 
authorised the US president to compile a comprehensive list 
of controlled commodities, including items of both economic 
and military significance, the Commerce Department was 
given responsibility to administer the export control 
provisions. This was regarded as a highly questionable 
move, as the Commerce Department's function is to promote, 
not restrict trade.

The move was questioned by the Special Epuse Committee on 
Export controls in 1961 which concluded: "The traditional
concern of the Department of Commerce is the facilitation 
and expansion of trade rather than any policy of 
restriction. The administration of the Export Control Act 
of 1949 by that Department since its adoption has created a 
paradoxical situation - control of trade on the one hand 
and expansion on the other. The Select Committee is not 
convinced that the desire to promote trade did not 
influence the Department of Commerce to be more liberal in 
borderline transactions."2

However, despite these criticisms, trade between the two 
countries remained minimal during the 1950'a. In 1962, the 
US Congress strengthened the 1949 Act by directing the 
executive branch to deny licenses for any export that would 
make a "significant contribution to the military or 
economic potential" of countries threatening U.S. national 
security.4



It was under the Johnson Administration that trade barriers 
between the Soviet Union and the US began to be removed, 
ironically at the time that both US and Soviet involvement 
in the Vietnam War was increasing. The idea of using trade 
to promote detente with the Soviet Union originated when 
President Johnson expressed the desire to "build bridges" 
to the Communist world through trade.5

In December 1964 President Johnson made his seminal 
statement when he said that the US wijhed to "build new 
bridges of trade and ideas of understanding and
humanitarian aid to countries of Eastern Europe".6

It has been argued in some quarters {see "Vodka-vola" by
Charles Levinson and "Red Carpet" by Joseph Finder), that
it was more American business interests centred around Wall 
Street, that pressured or encouraged the US Government to
facilitate trade with the Soviets in the sixties, than ' 
administrations themselves. The Export Administration 
had initially listed over one thousand items that wu 
considered strategic and therefore prohibited for export by- 
US industry to the Soviet Union and its Communist allies. 
This embargo of commodities effectively hampered US-Soviet 
trade prospects.

According to Joseph Finder in his book Red Carpet, it was 
the visit of David Rockefeller (one of America's foremost 
banking and establishment leaders) to Moscow in t964 where 
he met with the Soviet Premier, Nikita Khrushchev, that laid 
the foundations for President Johnson's "building bridges" 
policy towards the Soviet Union.

At the meeting, David Rockefeller conveyed a message from 
the White House that was apparently a vague offer of 
conciliation. He added : "I suspect - and I am speaking
with confidence - that this is also in President Johnson1 a



wishes."? However, with the memories of the Cuban and U2 
crises still fresh in Kruschev's mind, he was not in a 
conciliatory mood, but later warmed to David Rockefeller's 
ideas of increased trade between the US and the Soviet 
Union.

After the Krusohev meeting, Rockefeller met with Lyndon 
Johnson, and managed to convince the President with the 
backing of several White House aides, that trade might 
induce the Soviets to atop backing the North Vietnamese.8

A special Trade Committee that Johnson appointed concluded 
that trade could be "one of our most powerful tools of 
national policy", since it would enable (the US) to 
"influence the internal development and the external 
policies of European Communist societies along paths more 
favourable to our purpose."9 The Committee was composed 
primarily of top level corporate executives and members of 
the US banking community.10

In 1966 when both US and Soviet intervention was increasing 
in Vietnam, on October 7 Johnson announced a shift from 
"the narrow concept of co-existence to the broader vision 
of peaceful engagement." A week later, he lifted controls 
on more than 400 "non-strategic" items, from grain and 
fertilizers to gas and petroleum. In his State of the 
Union address in 1967, Johnson urged Congress to pass a 
Bill extending Most Favoured Nation (MEN) trading status to 
Soviet-Bloc countries. The relaxation of US trade controls 
against the Soviet Union during the sixties facilitated the 
transfer of US chemical and other industrial equipment to 
modernise the Soviet Union's antiquated industrial base 
that had not been updated since the technological infusions 
of the US lend-leaee programme two decades earlier.

Lobbying for the Administration's proposed East-West Trade



Relations Act of 1966, Secretary of State, Dean Rusk, 
stated that "We cannot expect trade alone to change the 
basic nature of the Communist system in any Eastern 
European country, nor to settle fundamental differences 
between us. We can however, expect that the many close 
rslaticnshipo normally growing out of trade will provide 
opportunities for influencing the development of their 
societies toward more internal reform and peaceful 
relations with the Free World."1!

While the Act was not passed, trade restrictions between 
the two super powers were dismantled and not even the 
Soviet invasion of Czechoslovakia in 1968 dampened the tfS 
Administration's enthusiasm to expand East-West trade 
prospects.

So much did sentiment change within official circles of the 
US Government, .that the US State Department began to claim 
(absurdly in many respects) that Americans opposed to 
increased East-West trade were "acting against the interest 
of the United States". In contrast "Any American 
businessman who chooses to engage in peaceful trade with 
the Soviet Union ... is following the policy of his 
Government12 While it may have been the policy of the US 
Government, it certainly was not in the national interest 
of America, as will be discussed in chapters 3 and 4.

This attitude held by the US State Department also tended 
to coincide with a widespread Government and public 
ignorance concerning the extent of US technology transfers 
co the Soviet Union. Certain business and Government 
forces promoting trade with the Soviets also played down 
the contribution that US technology was making to Soviet 
economic and military development. Consequently Soviet 
achievements have been made to appear far more impressive 
than they really are.



When Lyndon Johnson left political office in 1969, nearly 
500 000 US troops were fighting against the Soviet-backed
Vietcong in Vietnam. The premise that increased US trade 
would induce the Soviets to atop backing the Vietcong and 
ameliorate their international behaviour seemed extremely 
remote,

Despite the hardline pre-election rhetoric of Richard Nixon 
who promised to get tough with the Soviets and end the war 
in Vietnam, US foreign policy under him Increased rather 
than decreased US-Soviet economic cooperation.

It waa his Secretary of State, Henry K-ssinger, who 
crystalised the policy of US-Soviet economic cooperation 
with his concept of "linkage", according to which increased 
US-Soviet trade would help to establish "a web of 
constructive relationships" that would give the Soviet 
Union a stake in peace by making it "more conscious of what 
it would lose by a return to confrontation.13

Furthermore, increased trade in Kissinger's view would also 
"leaven the autarchic, tendencies of the Soviet-Union" and 
lead to the integration of the Soviet Union into the world 
economic system and thus lead to a gradual liberalisation 
of Soviet society.

The policy of detente was officially consecrated when the 
Nixon Administration signed a trade agreement with Moscow 
on October 18 1972, which provided for the financing of 
Soviet purchases of US goods through long-term loans 
provided by the US Export Import Bank (EXIM). President 
Nixon also requested the US Congress to grant Most Favoured 
Nation (MEN) status to the Soviet Union for the importation 
of Soviet products.



ftie US Congress, however, was not prepared to hack the US 
Administration completely on these new trade policies, due 
primarily to the Yon Kippur War in 1973 and Soviet 
emigration policies. Conservative forces in Congress, led 
by Democrat Henry "Scoop" Jackson, passed legislation 
limiting EXIM credit loans to a ceiling of $300 million, 
after which Congressional approval was needed to authorise 
tne further extension of loans to the Soviet Union. In 
1974 the Jackson/Vanik Amendment was imposed to make 
emigration freer from the Soviet Union, in return for lower 
import tariffs on Soviet goods. 14

While these restrictions annoyed the Nixon Administration 
and American businessmen, in real terms they had and 
continue to have little impact on US-Soviet economic 
cooperation. These restrictions did not cover the 
extension of US loans to the Soviet Union via Government 
Agencies", such as the Commodity vrel,.. Corporation and 
private banks whose loans to the Soviet-Bloc are often 
guaranteed by the US Government.

The 1969 Export Administration Act was a radical departure 
from the 1949 Act, in favour of liberalising trade with the 
Soviet Union. The Act declared that US policy was to 
"encourage trade with all countries with which we have 
diplomatic or trading relations" (including Communist 
countries). One thousand strategic items were struck off 
the export control, list and were allowed to be sold to the 
Soviet-Bloc countries.15

During the Nixon Administration, strategic and security 
considerations were brushed aside or ignored altogether 
when trade agreements between the US and the Soviet Union 
were sealed. Two pertinent examples of this (discussed in 
greater detail in chapters 3 and 4), was the sale of the 
Bryant Chucking ball bearing grinders in 1972 and the



construction of the Kama o "5? truck plant in the Soviet 
Union. Despite opposition ',-ua the US Defence Department, 
President Nixon, upon his veW-n from Moscow in 1972, made 
the Kama River truck plant the linchpin of detente. This 
industrial complex, the world's largest, symbolised the 
magnitude of US/Soviet economic cooperation, which reached 
its height in 1979-

President Nixon also encouraged top US firms to sign
"technological exchange" agreements with Moscow. These
firms usually had nothing to gain in technological terms 
from such agreements, but went along with them in the hope 
that "exchanges" of this nature might eventually lead to 
large commercial contracts. The promise of contracts 
invariably never materialised, while the Soviets were able 
to receive valuable technology in the form of technical 
data.16

Running concurrently with the determined drive by the US 
Administration to encourage trade with the Soviet Union, 
was the vision propagated by the pro-trade lobby in the US 
of a huge Soviet consumer market just ready to be tapped by 
American businessmen. Harold fl. Scott, former President of 
the influential US-USSk Trade and Economic Council, 
supported this view when he stated that "the USSR will one 
day be the largest market in the world. The systems put in 
place there will determine the patterns of trade. Now is
tne time to put our technology there."17

As a result, under the banner of detente and in their 
enthusiasm to exploit the last great frontier in the world, 
the Uti and Western Europe embarked on a massive foreign aid 
programme of Government credits and guaranteed private bank 
loans to the Soviet-Bloc, which in real terms according to 
prominent New York banker, Felix Rohatyn, far exceeded US 
economic aid to Europe under the Marshal Plan.18



Another rationale ..or increased US trade with the Soviets 
was the European willingness to eagerly trade with the 
Soviet-Bloc. It was argued (and still is) by pro-trade 
forces in America that whatever the Soviets could not get 
from the US, thny could obtain with little difficulty from 
Europe and Japen. Though many restrictions had been lifted 
on the sale of US commodities during the early seventies, 
strict export controls still existed over the supply of 
certain critical high-technology items, such as advanced 
computers and electronic equipment, to the Soviet Union. 
In response to these restrictions, many US firms quietly 
established subsidiaries in Western Europe and entered into 
joint ventures, licensing arrangements and other forms of 
cooperation with European companies to take advantage of 
Eastern markets.19

In neutral Austria, for example, US firms which had 
operated in Vienna before Nixon's launch of detente in 1972 
included Dow Chemical, Honeywell Controls, Rockwell 
Manufacturing, Black and Decker, General Electric, 
Burroughs and Control Data Corporation - many of which have 
had a long history of economic ties with the Soviet Union.

US banks with branches in Vienne included the big giants, 
i.e. Bank of America, Chase Manhattan, First National City, 
Chemical, Continental Illinois and the Philadelphia 
National Bank. The New York Times, summing up this 
convenient arrangement in Vienna, observed: "This is a 
neutral capital farther east in faot than Prague 
(Czechoslovakia) where Eastern and Western businessmen 
(sic) can mingle easily and anonymously".20

Often ignored by experts studying the East/West trade issue 
is the important, often concealed, role that Western 
bankers and businessmen have played in expanding trade with



the Soviet Onion. In the United States, US banks and
corporations have, through powerful private groups and
government agencies that guard their interests, notably the
US State and Commerce Department, been eager to influence 
US foreign policy in a direction -h4t promotes their own
financial and sometimes political '.ntereats.

This private power elite group has, since 1917, 
consistently advocated closer economic and political 
relations with the Soviet Union. During the height of the 
Cold War in the 1950's, this group of bankers and 
businessmen laid the foundation for what was to become the 
US Government's fully-blown policy bf detente during the 
sixties and seventies.

Two important private lobbying groups were set up to 
explore the prospects of closer US and Soviet cooperation. 
The first of these became known as the Pugwash Conferences, 
which wore set up by Russell Bertrand and sponsored 
initially by Cyrus Eaton, a businessman and prominent 
advocate of Bast/West trade, in July 1957. Delegates at 
the Pugwash Conferences were mainly scientists from both 
the US and the Soviet Union, who discussed prospects for 
trade and disarmament between the two super powers.

A second and more powerful business lobby was established 
in 1960 by Norman Cousins, then editor of Saturday Review. 
Known as the Dartmouth Conferences they were, and continue 
to be, held alternately every year in the United States and 
the Soviet Union. These conferences enabled delegates to 
discuss problems of Soviet-Amevloan relations in an 
informal setting. Sponsored initially by the Ford 
Foundation, the Dartmouth Conferences received approval 
from President Johnson and the US State Department. 
Participants included high-ranking US businessmen, bankers, 
writers, scholars and Congressmen, while the Soviet



delegations were closely linked with the Soviet Government. 
All. Dartmouth Conferences are held in secret and under 
extreme security precautions. Both the US and the Soviet 
Governments used delegates at the Dartmouth Conferences to 
raise certain topics discreetly and to take note of ths 
other side’s reaction.21

These groups "became the policy incubation chambers for the 
promotion and rationalisation of greater US-Soviet economic 
and political cooperation.

To accelerate the momentum of detente during the sixties 
and seventies, a whole range of pro-detente groups 
mushroomed in the US to foster greater trade with the 
Soviet Union. In 1967 David Rockefeller founded one of the 
nation's most powerful lobbying groups for multi-national 
corporations (MNC's), called the Emergency Committee for 
American Trade (ECAT), to combat US protectionist policies 
with one eye on the Soviet-Bloc countries.

On October 1,1973) the US-USSR Economic and Trade Council 
was formally launched at a dinner at the Kremlin's 
Granavitovaya Palace in Moscow. Its founding members 
included Armand Hammer of Occidental Petroleum, David 
Rockefeller and Don Kendall, Chairmen of Pepsi-Oo. George 
Shultz, then US Treasury Secretary, played a key role in 
formalising the launching of the Trade Council.

Other influential groups that were established in the 
1970's included the American Committee on East-West accord, 
business International and the Trilateral Commission that 
went on to dominate the economic and foreign policies of 
the Carter Administration.

t.
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These groups have espoused a complex internationalist 
ideology in support of their economic argumenta22 for ■ t r



greater trade with the Soviet Union, which goes far beyond 
the conventional premises underlying detente. This 
internationalist ideology rests on the two pillars of 
"global management" and "global interdependence" which it 
is hoped will ultimately lead to the convergence of East 
and West into a new international economic order (discussed 
in ch. 8).
During the Carter Administration, trade with the Soviet 
Union continued to accelerate, especially in the field of 
high technology items. Some of America's most powerful 
computers were shipped to the Soviet Union. Other 
technologies included semi-conductors, micro processors and 
silicon chips which have had a major impact on the 
qualitative improvement of the Soviet Union's 
military/industrial complex.

However, it was during the last years of the Carter
Administration that the political pendulum began to swing
away from the pro-detente lobby in the US. Conservatives 
in the US began increasingly to question the success of 
detente with the Soviet Union, in the light of their
massive military build-up during the 1970’a and its
increasing belligerence in international affairs.

When the Soviet Union cracked down on prominent dissidents, 
including Sakharov and Shcharansky in 1978, President 
Carter retaliated by withholding the sale of a Univac- 
Sperry computer to the Soviets, ostensibly for use in a new 
tyre-making factory. However, Carter later reversed his 
decision in 1979 after he was pressured by the US Commerce 
Department to go ahead with the sale. Nevertheless the US 
did pull out of the Joint Commercial Commissioi (JCC), an 
official structure that had been established in 19^2 for 
the pu.pose of reviewing Soviet-American Trade issues.

-ftnMir -m, tiM oinA



Detente officially collapsed in December 1979 when the 
Soviets invaded Afghanistan. the Breahnev doctrine first 
enunciated in 1968 was now clearly contradicting the 
fundamental tenets of detenbe.

A new hardline attitude towards detente swept the US 
Congress and the White House. In January 1980, President 
Carter imposed an embargo on US grain exports and the sale 
of high technology items to the Soviet Union. The US 
Senate rejected the S A M  II Arms Agreement signed between 
Carter and Breshnev in 1S79* In November 1980, the US 
electorate replaced Carter with President Ronald Reagan who 
had severely criticised the former appeasement policies 
towards the Soviet Union. For the next two to three years, 
the pre-detente lobby were put on the defensive. US banks 
and corporations kept a low profile when mooting East-West 
trade deals for fear of being labelled "unpatriotic" by an 
American public which had grown hostile towards the Soviet 
Union. Between I960 and 1983, US. exports to the Soviet 
'ir.ior. dropped by alaoot one half to just over $2 billion.

History nas repeatedly contradicted the fundamental 
argument propounded by the supporters of detente that trade 
will have a "civilising" effect on the internal and 
external behaviour mechanisms of the Soviet Union.

Ironically, surges of US trade with the Soviets have always 
coincided with increased repression by the Soviet Union.
When western companies scrambled to obtain economic conces­
sions from Lenin in the early twenties, he was ruthlessly 
purging the remaining Tzar supporters, who were opposed to 
his Socialist utopia.

Again in fche early thirties when US and European 
corporations were building and financing the major unite of 
GOSPLAN, the USSR State Planning Commission, (see chs. 3 and 
6), Stalin's massive purges reached an all-time high.
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During World War ii uhe large infusiona of US economic and 
military aid in the forw of li.-nd-lease, helped to entrench 
Soviet domination over ISO million Eastern Europeans.

During the heady days of detente in the seventies, the 
Soviets undertook the largest peacetime military build-up 
witnessed in modern times, while Communist regression 
continued and spread in ZknitL^Kaot Asia, Afghanistan, 
Ethiopia, Central America and Southern Africa.

Despite these historical observatiouo, supporters of 
detente contend that fears cased on past experiences are 
groundless because the Soviet Union "to a vaotly different 
country today - eore at-ab.e aai core eoaaitted to 
conauaenan tnan it was after tne devaatatione of World 
War II.*’25

However, the Soviat Union ha.% not changed f a u d a s e a t  
all since 59??. Liberalising policies which briefly 
appeared in Soviet eccr.osic policy tn the taid-sixties were 
shortlived. Those supporting the (perhaps) not illogical 
view that Soviet exposure to the West through trade will 
encourage the development of western norms and values do 
not consider the extraordinary steps that are taken by the 
Soviet ruling elite to shut out western cultural 
influences. The Soviet Union i.oraetically seals itself off 
i'ro'a these outside influences, using ts-.-thoda ranging from 
jamming western television and radio broadcasts, to control 
over the movement of Westerners in the Soviet Union.

Business lobbies may assert that trade promotes peace. 
Unfortunately history shows otherwise. The US traded with 
Imperial Japan and Hitler 1s Germany during the thirties, 
both of which declared war against the US in 1941•



Business groups may further assert that "free trade" with 
the Soviet Union makes economic sense. It does not, 
because they demand Government-backed EXIM bank credits to 
subsidise their trade transactions. How many firms and 
banks would trade with the Soviet-Bloo in the absence of 
support from their respective governments? This collusion 
with government is not free trade, but a form of economic 
subsidisation. In effect, US businessmen are asking the US 
Government (indirectly the US taxpayer) co guarantee them 
against any losses which they might incur in their business 
dealings with the Soviet Union,

Furthermore, US firms insist on the apparent profitability 
of trading with the Soviet Union despite that country’s 
theft of blueprints and specifications, and their 
duplication of these firms' equipment without permission or 
the payment of royalties.24

The vision of a vast market of 260 million people ready to 
be tapped with large infusions of US technology and credit 
loans has simply not materialised. In 1978 the total 
volume of US trade with the Soviet Union was a paltry $2,8 
billion, which amounted to only one third of the trade 
carried out witn Taiwan in the same year. In 1984, two-way 
trad-f between the US and the Soviet Union was only $2,9 
billion.25

Another negative aspect of increased US trade with the 
Soviet Union was the impact that US and Western technology 
was having on the development of the Soviet's military/ 
industrial complex, a subject that was ignored or 
suppressed during the early 1970's. However, after this 
subject became the focus of congressional hearings and 
Central Intelligence Agency (CIA) reports during the late 
seventies and early eighties, pro-trade proponents have 
admitted that the Soviet Union has a vested interest in 
maintaining good economic relations with the West because

y:



of the need to maintain and upgrade their industrial 
complex. This is what the opponents of detente have been 
saying for years, with the obvious intention of curtailing 
this economic aid to the Soviet Union.

In 1982, even Henry Kissinger himself, one of the original 
proponents of detente, questioned the wisdom of trade with 
the Soviet union. "In these circumstances, it is easy for 
the Kremlin to play Western countries and even industries 
against each other, obtaining benefits not justified by the 
economic balance of advantage, much less by political 
circumstances."26

Henry Kissingjr even rejected the notion of a "web of
interests". He described the theory of the automatic
mellowing offset of trade as "fallacious'1. "Soviet 
"behaviour in recent years has given the lie to the argument
that trade and credits by themselves will bring about a
benign evolution of the Soviet system. Soviet-Cuban 
intervention in Angola, in Ethiopia and in South Yemen, the 
invasion of Afghanistan, the suppression of Solidarity in 
Poland} and use of toxic chemical and biological warfare in 
Afghanistan and South-East Asia have all occurred in 
precisely the period of expanding- East-West economic 
cooperation."27

Kissinger could have mentioned the Soviet's role in 
international terrorism as well. All indications point to 
the fact that tra&r with the Soviet Union does not promote 
freedom, but instead sustains and entrenches a totalitarian 
dictatorship.

The strategic as well as moral implications of this fact 
have essentially been ignored, even by the current Reagan 
Administration. The idea, that trade promotes East-West 
peace, central to the thinking of those who shaped the



policy of detente, remains basically unchallenged among US 
policy makers today, despite a brief hardening of official 
attitudes towards trade with the Soviet Union in +he early 
eighties.

The supporters of detente still maintain it is the only 
viable policy .in dealing with the Soviet Union. After 
President Carter imposed sanctions on the Soviet union in 
1980, Mr Guido, the then European Economic Community's 
Commissioner .for Energy, wheeled out the same old detentist 
arguments when he condemned the use of economic sanctions 
as "doomed to failure ... The Soviet Union can only be 
conquered by (its) involvement in a web of economic ties 
with the rest of the world."28

When Den Kendall, Chairman of Pepsi-Cola, was asked what 
might abandon his support for trade with the Soviets, he 
replied that he would "never" abandon it because "the 
alternatives are God-awful. I don,'t want to see the world 
blown up. I think regardless of how long it takes, we have 
to try to find a way to communicate wiuh the Soviets, and I 
happen to think trade is a very good way to do that,"29

Consequently, since 1984 the pro-detente faction within the 
White House, led by the State and Commerce Departments, are 
spearheading another revival of US-Soviet trade relations. 
This is a turnaround from the early years of the Reagan 
Administration when the Department of Defence, led by 
Caspar Weinberger and the National Security Council (NSC), 
headed by Richard V. Allen and later William Clarke, was 
largely responsible for Reagan's hardline anti-trade policy 
towards the Soviet Union. Even though Alexander Haig, the 
former Secretary of State, tended to clash with Richard 
Allen over foreign policy objectives, he took a more 
conservative view on US-Soviet trade relations than does 
his current successor, George Shultz. After a series of



Cabinet reshuffles which downgraded the status of the NSC 
and saw a number of conservatives replaced by liberals, the 
US State and Commerce departments have increasingly 
reasserted their influence in the sphere of US-Soviet 
relations.

As a result, President Reagan's hardline anti-Soviet policy 
began to crack. On October 15 1982, Reagan pledged the 
del •>ry of 23 million tons of grain to the Soviet Union, 
an amount larger than any prior commitment by an American 
president.

In 1964, the Reagan Administration quietly extended for an 
additional ten years a detente era economic agreement with 
the Soviet Union which had lain dormant since the Soviets 
invaded Afghanistan in 1979- The accord, entitled the Long 
Term Agreement to Facilitate Economic, Industrial and 
Technical cooperation, was originally signed during the 
Moscow Summit of 1972 between Nixon and Brezhnev.

The six article accord, which encourages economic, 
industrial and technical cooperation between the super 
powers allows for, among other things, "purchases, sales 
and licensing of patent rights and proprietary industrial 
know-how, designs, and processes, and the training of 
technicians and exchange of specialists".30 According to 
the Washington Times, the State and Commerce departments 
pressured Reagan into rejuvenating this accord, especially 
the European Bureau within the State Department.

Article III of this agreement provides for a meeting of a 
Working Group of Experts, which, if successful, would see a 
meeting of the Joint Commercial Commission (JCC), last held 
in 1978.31



In May 1985, the US Secretary of Commerce, Malcolm 
Baldridge, went to Moscow to revive the JCC which was 
created for purposes specifically including negotiating "an 
overall trade agreement including reciprocal MFN 
treatment".22 The members of the JCC Include Malcolm 
Baldridge and Soviet Foreign Trade Minister, Boris I. 
Aristov.

Some analysts believe that in the light of the recent 
revival of the JCC and the Geneva Summit in 1985, State 
Department and White House documents in the public record 
support the contention that the Reagan Administration is 
considering the possibility of granting the Soviet Union 
MF8 status.33

At the Summit meeting between President Reagan and the 
Soviet Premier, Mikhail Gorbachev in November 1985, a 
statement released afterwards stated that the two sides 
intend "to develop trade and economic ties".34 Gorbachev 
restated the old detente arguments when he told reporters: 
"We should appreciate the importance of economics in xr 
relationship. If we trade with each other more, we will 
depend on each other more".35

In December 1985 some 350 US business executives attended 
the US-USSR Trade and Economic Council three-day meeting in 
Moscow, optimistic that the Geneva Summit would help 
facilitate greater trade opportunities between the two 
countries. Malcolm Baldridge, who led the delegation, was 
the first high-ranking US official to attend a Council 
meeting since the Soviet invasion of Afghanistan in 1979.

The groundwork for the Council meeting was laid when James
H. Griffen, President of the U8-U8SR Trade and Economic 
Council and Dwayne 0. Andrews, Co-Chairman, met with 
Gorbachev eleven months before he became General Secretary 
of the Soviet Union.26



The leading member of the US business delegation who 
attended the Economic Council meeting in Moscow was the 
Soviet’s long-standing "capitalist" friend, Armand Hammer, 
Head of Occidental Petroleum. Other delegates included 
executives from Coca-Cola, Kodak, Dow Chemicals, Pepai-Co., 
Union Carbide, American Express and Chase Manhattan Bank.

Addressing the assembled American delegates at the Economic 
Council meeting, Gorbachev welcomed the interdependence of 
the current world economy, adding "it can become a powerful 
incentive in building stable and normal, and I would even 
venture to say friendly, relations".37 As with Kruschev 
and Brezhnev, Gorbachev dangled the prospect of a vast 
market before the American businessmen, inviting their 
participation in Soviet energy development, machine tool 
building, chemical and food production projects.38

Are the failures of detente about to be repeated? The 
almost pathological desire of certain sectors of the 
American Establishment to determinedly lobby for greater 
trade with the Soviets, despite its failures to ameliorate 
Soviet behaviour, must be seriously challenged and 
questioned (see oh. 8). On the other hand, the frustration 
of President Carter and Henry Kissinger over Soviet 
behaviour which contradicted their contention that detente 
would help "mellow" a totalitarian regime, can only be 
understood by examining the Soviet view of detente within 
the parameters of overall Soviet global strategy. It is 
this area of research where supporters of detente have 
failed to understand the use of detente by the Soviets to 
strengthen their military/industrial complex and facilitate 
the global expansion of international Communism.
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CHAPTER 2 ECONOMIC DETENTE IN SOVIET GLOBAL STRATEGY

One of the. initial objectives that led to the Soviet Union 
adopting the strategy of detente with, the GS, was the need 
to rationalise and modernise its economy with ' beral infu­
sions of credit and technology from the West. This impera­
tive not only emerged from repeated economic shortfalls in 
the Soviet-planned economy, but also reflected entrenched 
ideological tenets and the perceived necessity of maintain­
ing political and social control over the Soviet people,!

This policy decision totally contradicts the thesis put 
forward by the pro-detente lobby in the US that trade would 
mani.eucly help in "mellowing" and "ameliorating" Soviet 
intern,_1 repression and international actions.

In order to explain the Soviet's acceptance of detente with
the US, it is necessary to study the Soviet view of 
economic detente in the context of first understanding the
ideological tenets of Marxiam/Leninism and the Soviet
notion of "peaceful coexistence".

Marxism/leniniem dictates that the Soviet leadership is. 
unable, for sound ideological, political and economic 
reasons to "promote a stable international environment".2 
By its very nature it is a militant doctrine - which views 
history as the record of uninterrupted class warfare - and 
advocates the continuation of the class war until the last 
vestiges of Capitalism are destroyed. By definition thuu, 
there can only be peace after Communism has finally 
triumphed over Capitalism.

It is only in this context that Soviet economic, military 
and political policy can be understood in terms of overall 
Soviet global strategy, which since 1917 has been based in



the framework of a militant, international and
universalistic ideology, which has as its aim "the
destruction of Western Capitalism and the economic
levelling of all the nations of the world."?

Such is the mandate used by the Soviet Politburo to 
legitimise its position in the Soviet Union and perpetuate 
the notion that it "represents the vanguard of the majestic 
forces of progress whose mission it is to accomplish the 
final revolution in human history".4

The Soviet Politburo1 must be seen at least to appear to win 
continuous victories, against Capitalism, otherwise it loses 
hold, of its legitimacy in the eyes of the Soviet people.

Bearing in mind then the need for Socialism to triumph over 
Capitalism, the Soviet view of "peaceful coexistence" or 
detente, is merely a tactical adaptation of Isng-range
Soviet global strategy* to destroy the class enemy by other 
means. w... In its Leninist interpretation, peaceful 
coexistence signifies neither the preservation of the 
social or political status quo (Capitalism) nor the 
moderation of the ideological struggle. In fact, it has j
facilitated and still facilitates the development of the 
class struggle against Imperialism inside individual 
countries, as well as on a worldwide scale."?
This is achieved by the "application of strategies based 
upon an essentially military assessment of what is known as 
the correlation of forces".6

* According to Prof Richard E. Pipes: "Grand strategy
should not *■' seen in terms of some master plan or 
timetable, ; • knowing what one wants and what it takes
to get it". Survival is not Enough, Simon and Schuster, 
1984, p.55-



The Soviet term "correlation of forces" denotes world 
balance of power in all its aspects. It embraces economic 
capability, technology breakthroughs, social stability, 
public opinion, propaganda warfare - those elements other 
than military that have a considerable bearing on a 
nation's ability to wage war. It incorporates a far 
broader interpretation of the Western concept of the 
balance of power, which narrowly focuses on military power.

Thus Soviet global strategy is based on the systematic 
assessment of the correlation of forces vis-a-vis the West. 
If it lies against the Soviets, then confrontation with the 
West is to be avoided. When it is in favour of the Soviet 
Union, then the vtging of the class war is once again 
resumed. It v&s Lenin who best elucidated this -c. >egy 
when he stated that "... Revolutionary experie.--* ;has 
taught us that iu is essential to employ the tactics %f 
merciless attack yhen objective conditions permit ... but 
we have to resort to temporising tactic", to a slow 
gathering of forces when objective circumstances do not 
favour a general merciless repulse."?

Peaceful coexistence is therefore a temporising tactic to 
alter the correlation of forces in favour of the Soviet 
Union. It is a policy which must be seen as geared towards 
a means to an end. That is, to help tilt the correlation 
of forces on the economic, political and military level in 
the Soviet's favour, to enable it to continue the 
revolutionary war against Capitalism.

"Peaceful coexistence" has been the basic tactical foreign 
policy tool used ever since the formation of the Soviet 
StateS - refined and adopted by succeeding generations of 
Soviet leaders. Lenin used it to save the Bolshevik 
Revolution by suing for peace with Germany in 1917/18 and 
turning to Western companies for economic assistance.
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Stalin used it in 1939, first with Hitler's Germany and
then with the Western Democracies, to ensure the survival 
of the Russian motherland during World War II. Under 
Khruschev, at the Soviet Union's 22nd Party Congress in 
1961, the concept of peaceful coexistence was fully
formulated in the Party's programme as a long term Soviet 
global strategy,9 and was used to restore Soviet military 
prestige after the humiliation of the Cuban missile crisis 
in 5962.
During the Brezhnev era, peaceful coexistence was used to
rectify the deficiencies of the Sovl&t economic system and
to facilitate the greatest peace-time military expansion of 
the Soviet armed forces ever undertaken by a single nation 
this century.

Peaceful coexistence does not mean an injunction against 
all forms of conflict. _ According to Soviet doctrine, 
peaceful coexistence "promotes the Intensification of all 
currents of the revolutionary process'MO, which includes 
support for wars of 'national liberation” and international 
terrorism.

Furthermore, few Western notions arouse greater Soviet ire 
than the theory concerning the possible convergence of 
differing ideological systems and the belief in the waning 
of the Soviet ideology. She Soviet Union has flatly ruled 
out any possibility of convergence between Capitalism and 
Communism because it is dialectically impossible. Shis 
view has persisted since the Moscow Summit meeting of May 
1972.

In April 1975, at the Plenum of the Central Committee, 
Brezhnev delivered a secret speech in whioh it was later 
learnt, he gave a pledge that improved relations with the 
West would not be pursued at the expense of the security of 
the Soviet Union or its allies.11 Later a whole network of



bilateral "ideological" treaties among the WARSAW Vsjt 
countries were signed under the sedulously repe/.ted
assertion that peaceful coexistence could never mean
ideological coexistence.12

The theoretical journal of the Communist Party of the 
Soviet Union, Kommunist, notes: "In the West they have not 
given up, for example, attempts to prove that international 
detente is impossible supposedly without the convergence of 
the two systems. It is impossible not to see the ill 
intention and lies of this assertion, which is 'being 
portrayed as a sign of the times, and obviously is aimed at 
the naive, the politically unsophisticated people. Wo, , 
Communists will never give up their ideas and principles;
they have always struggled and in the future will 
energetically struggle for worldwide triumph."15

For the Soviet Union, peaceful coexistence has nothing to 
do with the prospects of peaceful convergence betweeri two : 
systems, but is an instrument to shift the "correlation of 
forces" back in its favour.

Having analysed the Soviet Union's concept of peaceful 
coexistence as a means to manipulate the "correlation of 
forces", Soviet acceptance of economic detente (i.e. 
greater trade with the West), must be seen in relation to 
the importance that the Soviets attach to the "scientific 
technological revolution" and the inability of the Soviet 
economy to meet the demands of this revolution.

Since Lenin, the Soviet leadership has consistently 
underscored the critical importance it attaches to the 
attainment of pre-eminence in science and technology as an 
essential condition for the final victory of Socialism over 
Capitalism. The Soviets have always related economic or 
military superiority to the development and use of science



and tecimoloy. 14 This has been stressed particularly by 
the Soviet military establishment. "In our time science 
becomes one of the most important factors of. the struggle 
for supremacy in the correlation of forces in the world 
arena. An all-round consideration of fact has tremendous 
significance for increasing our state's military might and 
for reliably defending the achievements of Socialism and 
Communism from Imperialist aggressors."15

Army General, A.A. Yepishev, former Chief of the Main 
Political Administration of the Soviet Army and Wavy, was 
more frank: "Science is today becoming one of the most
important elements of the combat might of the armed forces 
. . . " . 1 6

According to the Soviet Journal, Krasnaya .Zvesda: "In our
time science becomes one of the most important factors of 
the struggle for supremacy in the correlation of forces."17 
This statement is supported in a study completed by 
Hoffman, Laird and Robin in 1982 which emphasized the 
importance that science and technology play in the Soviet 
Union's national and foreign policy decision making 
process.IS

The Soviets realise that without a high level of 
development in the economy through the "scientific- 
technological revolution", it is impossible to achieve 
superiority in the military field. Without technology 
then, the economic and military factors of the "correlation 
of forces” become irrelevant.

It is only due to the deficiencies of the Soviet economic 
system that Soviet leaders have periodically sought after 
Western technology through trade to continue sltering the 
"correlation of forces" in favour of Socialism. Economic 
de bente with -che West is merely a temporising tactic to



strengthen the economic anc* military might of the Soviet 
Union. This assertion is borne out by Lenin’s explanation 
for his Mew Economic Policy, which was designed to attract 
Western technical expertise, to a meeting of the CPSU in 
1920. "...Concessions do not mean peace with Capitalism,
but war on a new plana."19 Lenin further stated that "this 
is a new sort of war, an economic struggle between two 
systems, the Communist and Capitalist. And as soon as we 
are strong enough to overthrow Capitalism, we shall 
immediately seise it by the throat."20

The underlying reason why the Soviet Union turns to the 
West for its technology needs, despite having one of the 
largest economies in the world, is that the system 
manifestly lacks those internal dynamics that make for 
technological progress. In short, Soviet industry remains 
extremely inefficient and structurally backward because of 
the inability of Socialist or closed societies to innovate 
to higher levels of technological development.

The causes of this economic stagnation are essentially 
political. Soviet society demands an increasingly 
sophisticated and intensive economy to alter the 
"correlation of •forces" in its favour. However, this 
imperative clashes with the ideological needs of the Party, 
which insists on absolute political control - a doctrine 
which demands the centralisation of power, whereas the 
economy demands diffusion of power, individual 
responsibility, incentives and initiatives.21

This apparent contradiction is solved by turning to Western 
economies (when it suits the Soviets) for technology 
infusions which discards the need for innovation within the 
Soviet system, thereby neutralising those economic factors 
that may threaten the political stability and power-base of 
the ruling Soviet elite, if these economic demands were



allowed to be met. One example of this is the Soviet 
failure of collectivism and the need to import food from 
the West, which postpones the inevitable ne'ed for radical 
economic reforms in the Soviet farming sector to boost food 
production.

These economic realities facing the elite, ruling Soviet 
minority were the driving force behind peaceful 
coexistence. "Western cooperation was not only to serve to 
make the Soviet economy viable, it was also devised as a 
substitute for internal reform. "22 Western economic aid 
helps to reinforce rather than soften the totalitarian 
nature of the Soviet system.

In the early twenties Lenin, through his New Economic 
Policy, obtained Western technical assistance to help 
activate Soviet industry which had lain dormant since 1917. 
Over 350 concessions were handed out to Western companies. 
US companies that received these concessions included 
General Electric, Westinghouse, International Harvester, 
Radio Corporation of America, Singer, Dupont, Ford and 
Standard Oil. In accordance with original Leninist 
objectives, all foreign concessions granted in the 1920's 
were expropriated by Stalin in the 193Q'e. The policy of 
autarky was undertaken by the Soviets after it was felt 
that the Soviet economy had absorbed sufficient infusions 
of Western technology - and so economic detente - was 
discarded.

As Carl Gershman has noted; "Some of the concessions were 
closed down by force, but the more common methods were 
punitive taxation, breach of contract, legal harassment and 
disruption by Soviet workers. The largest concession of 
all, the British Mining Company, Lena Goldfield Ltd., which 
had invested $80 million in equipment, was attacked as a 
weed in the Socialist system,"23 The dreaded OGPU



(forerunner of the Committee for State Security (KGB)) 
raided its unite, tiirev out its technicians on charges of 
"industrial espionage." Many US and European companies 
received no compensation for the expropriation of their 
concessions. For some firms it was the second iime their 
holdings had "been expropriated, the first having occurred 
in 1917.

Ironically, many of the same firms that had suffered under 
Stalin led tho pro-detente forces in the US to open trade 
links with the Soviets during the sixties and seventies.

After having enjoyed economic growth in the 1950's and 
early sixties, serious economic problems began to manifest 
themselves in the Soviet system. These problems included 
the following :

(a) the Soviets had used up all its available labour 
reserves;

(b) natural population growth in the Soviet Union did 
not compensate for the increasing demand for more 
labour;

(c) labour productivity was stagnating;
Id) investment resources to compensate for low 

productivity were no longer available in 
sufficient quantities;

(e) the Soviet economy had effectively assimilated 
the technological infusions of the American 
lend-leaee programme provided to them during the 
World. War.

Following on from these problems, the Soviet economy had to 
meet three principal commitments :

(a) the expansion of its industrial and technological

(b) the improvement of living standards; and



(o) support for the armed forces and the country's 
imperial commitments.24

Brezhnev grasped the essence of the problem in a speech he 
delivered at the end of 1972, when he assorted that a 
turnabout in economic efficiency was necessary to solve the 
"enormous task" of meeting the competing demands of 
consumption, investment and defence.25 The problem was the 
need for greater technological efficiency and more 
investment, two economic inputs which the Soviet system 
could not create.

The decision to turn to the West was made after the Soviets 
briefly experimented with economic reforms in the mid-
sixties. However, they were quickly jettisoned afiipr the 
Czechoslovak crisis in 1968, which demonstrated how easily
economic reforms could lead to the collapse of Communist
control.

Prof Gregory Grossman, a specialist in Soviet Affairs at 
the University of California, pointed out in the mid- 
seventies that the Soviets had made a critical decision in 
the 1960=8 to accept interdependence with the West 
precisely as a way of avoiding internal reforms.26

Detente or peaceful coexistence then was a carefully
calculated strategy that evolved gradually and received its 
official recognition at the 24th Party Congress in 1971. It 
was a strategy that reflected the Soviet need to: cope with 
confronting the US (and its allies and Red China 
simultaneously; legitimize its position in Eastern Europe; 
and (most importantly) resolve the problems of economic 
growth and technological innovation.27

Turning to the West for economic assistance was legitimised 
in that it furthered the aims of Soviet global strategy and



the forces of Socialism.

In a speech to the AFL-CIO, the largest trads union in the 
US in 1975, Solzhenitsyn emphasized the role played toy 
technology transfers in rescuing the Soviet economy from 
its inherent deficiencies : "The Soviet economy has an
extremely low level of efficiency. ...It cannot deal with 
every problem at onoe : war, space, heavy industry, light
industry and at the same time the necessity to feed its own 
population. She forces of the entire Soviet economy are 
concentrated on war ... everything which is lacking 
they get from you. So indirectly you are helping them to 
rearm. You are helping the Soviet Police State."28

The Soviets have therefore effectively used economic 
detente to teaolve the inner contradictions of Soviet 
Communism. !Bhls is perhaps the moat important point that 
the proponents of OS-Soviet trade have consistently ignored,

Economic detente has not only helped in resolving the 
internal economic problems of the Soviet economy, it has 
also been utilised to wage a form of economic warfare 
through the use of economic leverages against the West. 
This type of ticonomic warfare is diecernable in a number of 
areas and holds potentially serious policy implications for 
the United States.

While the 0©vib,s cannot match the economic might of the 
world's advanced industrial nations, it has ti-d some 
success in seeking economic leverage over its adversaries, 
as part of its strategy to shift the economic "correlation 
of forces" in its favour. As a result, one of the most 
important Soviet economic objectives has been to pull 
Western Europe into the Soviet orbit througn the 
integration of the economies of the European Economic 
Community (EEC) and the Council for Mutual Economic 
Assistance (COMECON). Prof Richard Pipes, a former men )er



of the National Security Council under the Reagan 
Administration, and Head of Russian Studies at Harvard 
University, stresses the global significance of the future 
of Europe in terms of Soviet global strategy. ''It seems 
probable that f long term objective of Soviet foreign 
policy is to detacn Western Europe from its dependence on 
the US, especially where defence is concerned, and to make 
i'; dependent on the Union of Soviet Socialist Republics 
(USSR). This drams .shift in the correlation of forces, 
allowing Soviet military power to rest on an (advanced) 
West European economic base, would give the USSR 
indisputable world hegemony."29

Prof Pipes goes on to warn that the Soviet Union is seeking 
to make the West European countries maximally dependent on 
the Eastern Bloc, without, however, losing its wn freedom 
of choice. This one-sided form of economic interdependence 
if' being achieved on a numb r of'levels.

The most important is the Soviet objective to gain maximum 
control of West European energy supplies (including oil, 
gas and uranium) by seeking to establish itself as a major 
fuel supplier to these countries. The Soviet Union already 
furnishes respectable amounts of oil and natural gas to 
West Germany and Italy, at prices below those of the 
Organisation of Petroleum Exporting Countries (OPEC). 
These supplies of fuel will increase substantially with the 
recent completion of the $15 billion Yamul Pipeline Project 
in ^985, which will ferry natural gas from the frozen 
wastelands of Northern Siberia to Western Europe. Some 
West European Countries will import more than 30$ of their 
natural gas requirements from the Soviet Union. Already 
the Soviet Union supplies 5% of Western Europe's total oil 
requirements, and Eastern Europe 15$ of Western Europe's 
coal imports.JO Western European energy dependence is 
shifting dramatically from OPEC to COMECON. As a result of 
this increased dependency , analysts warn that European



leaders will be at least passive towards, or perhaps even 
inclined to support, Soviet foreign policy initiatives if 
faced with the prospect of a. fuel supply cut-off.

In 1981, Major General Richard Clarke, then Deputy Director 
..of the US Defence Intelligence Agency (DIA), stated that 
Sivi-et foreign exchange earnings from oil and natural gas

T:rt# could top $23 billion by 1985. While Soviet 
- . were lower in real terms due to the drop in the
tit 4 be of oil,; he went on to warn that, "in addition to 
.pjrr7;.<nng solid economic benefits for the USSR, Soviet 
energy self-sufficiency is also likely to result in greater 
political influence by Russia over certain decisions of its 
West Jiuropsan customers, and to a lesser extent that of 
Japan,,":-

h-'-f \ ■fh^./ use . of energy supplies as an economic weapon became 
-ap^hp^nt ’• dufirg the October 1973 Middle East War when the 
S'pvlst Union abruptly suspended natural gas deliveries to 

Wtist, Germany’a largest energy company, apparently in 
oysdei'\fe,o'pressure that country not to support Washington's 
pi^-lejraSli policies.32

She Soviet Uhi'ih is also muscling its way into the uranium 
market by ma%lrg bids to furnish enriched uranium to West 
European nueiher power stations.

Another form of economic leverage the Soviet Union holds 
over the West, enpecially Western Europe, is the threat of 
default on it;- foreign debt. Since 1970, the COMECON 
Countries have aggressively sought foreign loans from the 
West, which now stand at over $100 billion. This large 
financial debt h w  made Western bankers beholden to 
detente, regardless of its political costs. It could be 
argued that this is one of several factors that have made 
the American and European financial establishments • such



firm supporters of detente, la the realisation that a 
Soviet-Bloc default would "bring the banking system down on 
its knees.

The Soviet policy of counter-trade, i.e. barter, hae become 
yet another integral factor in Soviet economic global 
strategy. Through tills arrangement, the Soviets are 
dumping a variety of cheaply manufactured goods in Western 
Europe. The fiat-like "Lada" motor car, produced at the 
Western-built Tc£liatti motor car assembly plant, is sold 
in Europe at prices well below European manufactured motor 
cars. Chemical and rubber products are also being dumped 
in Western Europe, which is beginning to threaten the 
viability of Europe's chemical industry. Western 
technology transferred to the Soviet Union is in turn being 
used to undermine the economic manufacturing base of 
Western Europe, thereby forcing the region to become more 
reliant on the COMECON for a host of economic requirements.

Another problem for the West is that the Soviet payback 
agreements to Western companies run in some cases for up to 
twenty years. What is not considered, is the threat that 
East-West relations could sour dramatically and Western 
businessmen with their "collateral" buried in oil pipelines 
under the Siberian wastelands, could well become fervent 
proponents of appeasement, based not on strategic or 
political considerations, but on their ovn selfish economic 
interests.

Another component of the Soviet Union's economic warfare 
strategy is their massive merchant fleet which is now the 
largest in the world. Due to their ability - being a state 
axonolopy - to undercut Western shipping freight charges, 
they are forcing more and more Western shipping companies 
into "bankruptcy, thereby compelling Western nations to 
increasingly rely on Soviet ships to carry their foreign



Finally, through trade, Soviet leadership perhaps sensed a 
foreign policy opportunity to undermine US post-war 
containment policies. Its economic strategies might 
accomplish what Soviet military might could not - the 
gradual neutralisation of US influence in Europe and the 
disintegration of the North Atlantic Treaty Organisation. 
The Soviet Union also hoped to pit European hurinessmen 
against their American counterparts for market 
opportunities,33 and thereby drive a wedge between the US 
and West European Governments. This latter policy of 
"divide et impera" (divide and rule) has been a cornerstone 
of Soviet foreign policy.

lenin used this strategy when he outlined the rationale for 
economic concessions, declaring: "We must exploit the
mutual oppositions and contradictions between the two 
imperialisms, between the two groups of Capitalist states, 
setting them one against the other.”34 This policy was 
seen in action during the Yamul Pipeline Controversy in the 
early 1960's, when the US tried to apply sanctions on 
pipeline construction technology and foreign loans to the 
Soviet Union, which Western Europe refused to support.

In the final analysis, through the use of various economic 
leverages, the Soviet Union hopes to fragment the' NATO 
Alliance and secure the military, economic and political 
isolation of the United States. By detaching Europe and 
Japan from the US orbit, the "correlation of forces" would 
be dramatically altered in the letter's favour. It would 
shift the economic forces in gross national product terms 
fr0m a five to one advantage currently enjoyed by the West, 
to a four to one advantage in favour of the Soviets, giving 
them undisputed world economic, military and political 
hegemony.



To conclude on two levels. Pirstlj,- the concept of linkage 
has not resulted in changes taking place internally in the 
Soviet Union, nor has it drawn the Soviets into "the 
disciplines of international economic life" Western policy 
makers had .hoped linkage would achieve. Instead, the 
Soviets are content with the economic detente relationship 
with the US, because (according to the Soviet Journal 
Foreign Trade) it has enabled the Soviets to "effectively 
use the benefits of the international division of labour 
and import technically advanced plants and the latest 
licences and know-how."35

While . it may be more difficult for the Soviet Union to 
revert back to autarky, the Soviets are quite satisfied 
with its current interaction with the West's economies, 
because it poses no threat to the political stability of 
the regime while providing for the modernisation of the 
Soviet military/industrial complex.

Secondly, the policy of detente or "peaceful coexistence" 
with the US has enabled the Soviet Union to extract more 
than they have had to concede in the international 
environment. On a military and political level, "peaceful 
coexistence" has enabled the Soviets to embark on the uost 
sustained military build-up ever witnessed in modern 
history, while successfully freezing US strategic nuclear 
forces through the one-sided Strategic Arms limitation 
Talks (SALT). It has immeasurably enhanced the 
international position of the Soviet Union and enlarged its 
room for manoeuvre, while it has legitimised its control 
over Eastern Europe and its global conquests elsewhere.

On an economic level, "peaceful coexistence" has 
strengthened its economic and military base through massive 
infusions of US and Western economic aid, and helped

L



perpetuate the status quo of thfl Soviet regime. On this 
basis, the Soviets' continued profession of peaceful intent 
must be viewed with considerable scepticism. As the 
Chinese strategist Sun Tzu warned In the 4th century B.C., 
"when the onemy1s envoys speak in humbly terms, but ha 
continues his preparations, he will advance."
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CHAPTER 3 : UNITED STATES TECHNOLOGY TRANSFERS AND ITS
IMPACT ON SOVIET ECONOMIC DEVELOPMENT

How can Soviet poverty, backwardness and inefficiency be 
reconciled with the apparent evidence of Soviet military 
power? How can economic stagnation co-exist with the. 
latest Soviet military and rocket technology?

This riddle is partly solved by one aspect, the ability of 
any large, centrally-controlled state to channel their 
resources in a few selected strategic sectors. But, more 
importantly, the riddle is solved by the massive transfers 
of Western technology to the Soviet Union that have taken 
place sines 191?.

One of the most established myths in the US and the West in 
general, is the belief that the Soviet economy is self- 
sufficient and that, for Moscow, commercial relations with 
the US is an option it can accept or reject. This 
assumption makes possible the argument that there is no 
point in resorting to sanctions and embargoes against the 
Soviet-Bloc because this will only push the Soviets towards, 
autarky, deprive Western companies of business and worsen 
the climate of international relations.

This view ie fallacious. The previous chapter has already 
documented that due to the importance the Soviet leadership 
attaches to ths "scientific-technological revolution", 
which is a crucial pillar in the Soviet concept of the 
"correlation of forces", and due to the stagnating nature 
of the Soviet system, the Soviet Government has had no 
choice but to turn to the West for economic aid. The 
Soviet economy has never been self-sufficient and since the 
mid-Sixttes has been less so than ever before.
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The following two chapters will document the extent to 
which the Soviet Union is reliant on Western (specifically 
US) technology to keep its giant military/industrial 
complex running efficiently. For the Soviets, trade is not 
a choice "but a necessity based on the harsh realities of 
the inability of the Soviet economic system to cator for 
the political and military needs of the Politburo.

Historical overview of technology transfers to the Soviet 
Union 1917-1965

In his exhaustive three-volume study on Western technology 
and Soviet economic development, Prof Antony Sutton reveals 
that indigenous Soviet innovation has been practically zero 
since 1917. Examining 75 major technological processes in 
such crucial and divert'd sectors as mining, oil, chemicals, 
machine building, aircraft, communications, agricultural 
equipment, etc., and estimating the percentage that 
originated in the Soviet Union, he found that between 1917 
and 1930 Soviet innovation equalled zero; 1930-1945, 
and between 1945-1965, 1156.1 Virtually all Soviet advances 
were based on foreign technology.

US and European companies have been active in building up 
the socialist Soviet economy ainoe 1917. Immediately after 
the Bolshevik revolution, Russian industry was not 
destroyed, it was idle. It was, as Prof Sutton explains, 
in a state of "technical preservation". Lenin invited 
foreign companies - mainly American and German - to take 
out economic concessions from the Bolshevik Government. 
Some 300 to 400 concessions were handed out, which by the 
early twenties, had got the wheels of Russian industry 
turning again.2



Throughout the twenties, economic aid accelerated to the
Soviet Union through Western private banks and
corporations. In 1925» the US Chase National Bank (the
forerunner of Chase Manhattan) and the German Prom Bank 
helped map out a complete programme for financing Soviet 
raw material exports of machinery to and from the US.3 In 
1926, Chase National advanced $30 million in revolving 
credit to thu Soviet Union,4 in contravention of US State 
Department policy at a time when any form of financial
assistance to the Bolshevik Government was prohibited.

Standard Oil of New York in 1926 concluded a deal with the 
Soviet Government to market Soviet oil in Europe. Psft of 
the deal, it was reported at the time, was a $75 million 
loan to the Soviet Government.5 In 1927, Standard Oil 
constructed the first oil refinery in the Soviet Union, 
which helped in further putting Soviet industry back on its 
feet. Between 1922 and 1926, Ford Motor Company sold 22000 
tractors to the Soviet Union, each with its own eet of 
replacement parts.6

American banks and companies played an all-important part 
in Stalin's now famous five year plans. The first, 
implemented in 1930, was entirely financed by four US 
banks, which included Chase National and Kuhn loeb and Co.? 
She leading industrial/arhitectural firm in the US at the 
time, the Albert Kahn Company, was contracted to design and 
supervise the major units (industrial projects) of GQSPLAN.8

These industrial plants, built by US firms in the Soviet 
Union in the early thirties, were far larger and 
technically more advanced than those built anywhere else in 

the world. For example, McKee Corporation built the world's 
largest iron and steel plant at Magnitogorsk, which was an 
exact copy of the US steel plant at Gary, Indiana.9 Ford 
Motor Company, with the assistance of the Austin Company, 
constructed the world's largest automobile plant at Gorki,
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with a production capacity of 100 000 vehicles a year.10 
Thrt e gigantic tractor plants were built by International 
Harvester and Caterpillar International. The Stalingrad 
tractor plant, the largest outside the US, was a packaged 
factory assembled in the US, dismantled, then shipped to the 
Soviet Union and reconstructed with the aid of Western 
firmall, while General Electric designed and b’-'ilt the KBEMZ 
plant at Kharkov, which had a turbine manufacturing capacity 
two and a half times greater than General Electric's main 
plant at Schenectady in the US.1 % The glorious "achieve­
ments" of the Bolshevik revolution, which the Western
Establishment Press proclaimed in the 1930's, were in fact 
the product of US and European technology and know-how.

The second five year plan (1935-1939) was bringing on 
stream the massive plants that had been constructed by 
Western firms during the first five year plan.

- ' ..

Stalin himself admitted to the role that US companies had 
played in Soviet economic development in 1944 when he told 
Brio Johnson, the President of the US Chamber of Commerce, 
that two thirds of the largest industrial projects in the 
Soviet Union had been built with American assistance.13 He 
might have mentioned that the remaining third had been 
built by European companies.

During World War II, the US effectively saved the Soviet 
Union from defeat against Germany in the form of its lend- 
lease programme. Under lend-lease, the Soviets received 
$11 billion in military and non-military goods from the US 
between 1941 and 1946. This included aircraft, tanks, 
self-propelled guns, locomotives, ships, jeeps, s 
guns, explosives and foodstuffs (see Appendix I, 
Categories of Lend-lease Equipment, p. 259). These i 
received priority over Allied Pomes fighting

Major
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Germany on the Western Front. What Is significant is that 
len'1-lease injected about $1,25 billion* of the very latest 
American industrial equipment into the Soviet economy.14 
T'-.j equipment was well in advance of the Soviet’s military 
capability, so was of significant value to the development 
of the Soviet Union's military/industrial complex.

Apart from lend-lease, the Soviet? obtained over $10 
billion worth of industrial c-S'Vipied areas
after World War 1115, which represented one of the greatest 
plunders by one nation in all time. The Soviets acquired 
41# of Germany's 1945 industrial capacity, which included 
the removal of several thousand plants from the Soviet- 
controlled German zone which were relocated in the Soviet 
Union. In addition, the Soviets were allowed to remove 25# 
of all industrial plants from the Western Allied zones16, 
which included 95# of all plants that were dismantled in 
the US zone, including such famous plants as Daimler Benz 
and the Karl Zeiss factory at Jena which manufactured 
precision optical instruments.

Altogether at least two thirds of Germany's aircraft 
industry, probably two thirds of her electrical industry, 
and the major part of her rocket production which included 
the large underground V2 rocket plant at Eordhausen and the 
rocket stations of Blizna and Peenemunde, were removed and 
relocated in the Soviet Union. Germany's rocket industry 
later paved the way for the Soviet's Sputnik rocket and 
nuclear weapons programme.

* This figure excluded the value of foodstuffs, semi­
fabricated materials, industrial supplies and vehicles 'of 
indirect benefit.



toe cream of Germany's rocket specialists were also sent to 
the Soviet Unic.u In ona night alone on the 22/23 October 
1945, 92 train-loada of 6000 German rocket specialists and
their families, totalling 20 000, were deported to the 
Soviet Union.1?

It has also been estimated that the Soviets uprooted $895 
million worth of Japanese industrial equipment from 
Manchuria,is 5400 million from the Soviet zone in Austria 
and $600 million from. Finland. 19

The lend-lease transfers and the acquisition of German 
industry boosted the Soviet economy on to a fundamentally 
new technological horizon. Lend-lease alone is estimated 
to have increased Soviet industrial potential by one 
third.20 This infusion of new technology was partly 
responsible for another period of autarky undertaken by the 
Soviet Government during the 1950's, as the Soviets 
assimilated tht, technology into their military/industrial 
complex.

By the late fifties and early sixties, the Soviet Union 
began to lag significantly behind the West in key areas of 
industrial development. One notable area was the chemical 
industry, which was behind, in all areas of chemical 
production outside the basic chemical technology that had 
been absorbed from the Vest during the 1950's and 1940's. 
Jhis concerned Soviet leaders considerably, as their 
country's economic and military programme was contingent on 
an expanding and sophisticated chemical industry. In 1957, 
Kruschev made the decision to seek Western chemical 
technology.21 By 1963, the Soviets had started a massive 
fertilizer and chemical acquisition programme from the 
West. In 1966, when the US dropped restrictions on 400 
strategic items that were formally on the export control 
list ?f embargoed commodities to Communist countries, the



US Commerce Department approved the sale of technical data 
for at least 15 fertiliser plants. By the mid-sixties, the 
technological floodgates were opened in the US to the 
Soviet Union, which witnessed the start of the greatest 
transfer of US technology to post^revolutionary Russia.

Impact of US Technology Transfers on the Soviet Economy ± 
1966-1986

Since 1966, the level of US and indeed Western technology 
flows to the Soviet Union has been significant, and has had 
an appreciable impact on the economio and technological 
development of virtually every single industrial sector in 
the Soviet economy. The sectors that have been most 
affected by these technology transfers include the 
automobile, chemical, oil and gas and computer industries. 
Other sectors include iron and steel, nuclear power, 
machine tools, mining, rocketry and micro-electronics. 
Perhaps the most significant impact has been on the 
military development of the Soviet armed forces, which will 
be discussed in detail in the following chapter.

Overall, the infusion of US and.Western technology has 
helped to transform what was an essentially backward and 
a,ntiq.uated Soviet economy into an industrial base, which 
has successfully closed the technological gap from 10 to 15 
years to a mere two to three years vis-a-vis the West in 
critical areas of technology.

The transfers have also contributed towards building the 
largest military establishment in the world, which today is 
comparable (and superior in certain areas) to those of its 
Western counterparts.



Economic Development of the Soviet Motor Vehicle industry

The greatest concentration of Western technical equipment 
(mainly American) is in the Soviet motor vehicle industry. 
The entire Soviet motor vehicle production capacity was 
originally established some 50 years ago by the Ford Motor 
Company at Gorki. While the Soviets' entire truck making 
capability was similarly established by the Arthur J. 
Brandt company of Detroit, which in 1930 rebuilt the old 
Tsars Amo plant, (itself built with US technology in 
1917).22

It was only in 1966 when Fiat of Italy began construction 
of a large motor vehicle plant on the banks of the Volga 
River that the Soviet motor industry was fundamentally 
upgraded. Since 1966, Western investment in this areas has 
been well over $3 billion. Even a deputy minister of the 
Soviet Union's motor vehicle industry admitted that "it 
would have been hard to create such a large, modern 
enterprise with high performance indicators within such a 
short time without technical cooperation, which draws on 
all the best available in the country and abroad".23

The Fiat-built Togliatti or Volgograd Motor Vehicle Plant 
has a production capacity of 600 000 vehicles per annum,24 
which represents over 50% of the Soviet Union's total car 
manufacturing capability. Built between 1968 and 1971 at a 
cost of $1,5 billion,25 the Togliatti plant produces three 
times more vehicles than the Ford-built Gorki plant, which 
until 1968 was the largest motor car plant in the Soviet 
Union.

Although the giant Togliatti car plant was designed by the 
Italian Fiat Company and built by 1000 Italian technicians, 
over 75% of the plant’s equipment came from US companies, 
namely Gleason Works, TRW Inc. of Cleveland, US Industries



Inc., and Hew Britain Machine Co.26 The reaeof. for this ia 
that the US has the world's most advanced automated 
technology in the world, which ia used throughout Fiat- 
built factories in Italy.

On October 6 1966, President Lyndon Johnson announced th&.-ti 
the US would supply the preciblon machinery worth $50 
million to equip the huge automative plant which Fiat of 
Italy was selling to the Soviet Union (at a time when US 
and Soviet involvement in Vietnam was rapidly increasing) 
and that the US EXIM bank would finance the sales. The 
machinery included automated stamping machine presses, gear 
cutting and heat treatment equipment, automatic lathes and 
others.27

The contribution of US technology to the Togliatti plant 
was openly acknowledged by the respected "business magazine, 
Forbes, when it stated in an article on October 1 1966 that 
"three quarters of the machinery that Flat installs for the 
Russians will come from the US, either directly or 
indirectly, through European subsidiaries and licensees of 
American firms. It will really be the US that puts "she 
Russians on wheels". Built under the name "Lada", the 
Soviet-built Flat 124 model is sold in large numbers to 
West European countries.

a-
- ' ; A

Another important vehicle plant in the Soviet Union is the 
US-built Z1L bruck factory. Known as the Amo Plant, it was 
expanded in 1956 by the Budd Company (US) and Hamilton 
Foundry (US) and renamed the 218 truck plant. During World 
War II, the original equipment was removed to establish the 
Urals truck plant, while the ZIS plant was re-established 
with US lend-lease equipment, and became known as the ZIL 
truck factory.28 Since World War II, the ZIL truck factory 
has continued to be expanded and supplemented with imports 
of foreign equipment, including US computer technology,



which controls the plant’s assem’bly lines. Today the ZIL 
plant has a total production capacity of 200 000 trucks per 
annum, whioh makes it one of the largest truck factories in 
the world.29

Yet it is the recently completed Kama Ri/er truck plant 
which represents one of the largest single US investments 
ever in the Soviet economy. After taking nearly ten years 
to construct, the Kama truck plant is the largest 
industrial complex in the world. Built at a cost of $5 
billion, the factory covers u •• sq. km and (inploys 90 000 
people.30 ■

During the construction period, Fortune magazine commented,., 
at the time on the type of imported technology whiih would 
be flowing to the construction site. "US companies are 
supplying not only the foundry design, but much of the 
foundry equipment, including electric arc furnaces, holdihg 
vats, moulding lines and gear making machinery. West 
Germany is providing forge presses and machinery for making 
transmissions. Prom Prance come welding lines, paint 
lines, the design for the engine plant and part of its 
equipment. The conveyer systems are Italian and the 
transfer presses and press lines are Japanese."31

US companies that came in to build the plant included IBM, 
Mack Trucks, Swinde11-Dresser of Pittsburgh and Ingersoll- 
Rand of Rockford.32 A total of $1,5 billion worth e£ 
Western machine tool equipment was pumped into the Sov-- st, 
truck plant, of whioh 30# consisted of US equipment.33 
Financing for the plant came from the US EXIM bank and 
Chase Manhattan Bank, which lent $225 million and $150 
million respectively towards this project.

Originally the Soviets had approached the Ford Motor Car 
Company to build the plant in i 969, but Ford backed down



when Melvin Laird, the US Secretary of Defence, denounced 
the Kama Project, arguing that the Kama trucks could be 
used for military purposes, such as transporting arms In 
North Vietnam. Nevertheless, as detente crystalised, the 
Pentagon's opposition to Kama was overruled by Henry 
Kissinger in 1971t when he gave the green light for US 
participation in the project.

The Kama River truck plant represents .a significant 
technological development in the Soviets' automobile 
industry, which since 1917 has depended almost entirely bn 
Western (primarily US) technology. The plant, producing 
over 150 000 ten-ton, multi-axle trucks»pid a further
250 000 diesel engines every year,34 his effectively 
doubled total Soviet truck production. The Kasa and 
logliatti plants account for over 50j6 of the total Soviet 
output of cars and trucks.35 Altogether the Gorki, , ZIL, 
logliatti and Kama plants produce over 80# d>f the Soviet's 
total vehicle output. \

Recent reports indicate that the Soviets are again abont| to 
upgrade their motor car industry significantly. Volkswagen 
of West Germany has signed a deal, worth $2 billion, to 
build an engine production plant in the Soviet Union which 
will produce 300 000 car engines annually.36

There is no indigenous Soviet technology in its motor 
vehicle industry, and this industrial sector represents .the 
beet example of just how dependent the Soviet Union is on 
the US and Western Europe to keep its wheels of transport 
moving.

The Soviet Chemical Industry t

Since 1917, the Soviet chemical industi ydeen one of



the Soviet Union's industrial sectors most reliant on 
Western technology and technical expertise.

Prior to 1966, the major US chemical companies that had 
helped in building up the Soviet chemical industry included 
the Hercules Powder Company, Nitrogen Engineering Corp., Du 
Pont, Joy Manufacturing Company and Occidental Petroleum.37 
The US was the Soviet Union's major supplier of chemical 
technology until after 1966, when the Soviets diversified 
their importation of chemical plants to Western Europe and 
Japan.

A Western study in the mid-seventies revealed that the 
industry which recorded the greatest rate of technical 
progress from 1955 to 1971 was also the industry which 
relied most heavily on Western machinery - the chemical 
industry.38

The most comprehensive report on the purchases of Soviet 
chemical equipment from the West was released by the 
CIA in October 1978. The CIA reported that during the 
Soviet Union's ninth five year plan (1971-1975), the 
Soviets purchased $3.5 billion wf'-th of; Western chemical 
equipment. While during the tenth ®i,ve year plan (1976- 
80), Soviet importation of Wese- . r - chemical equipment 
Increased to $7 billion.39

The CIA report states that the contribution of Western 
equipment and technology (both directly, and indirectly 
through Eastern European countries) has been substantial in 
boosting the output of key chemical products in the Soviet 
chemical industry. This is reflected in figures showing 
the contribution that Western equipment has made to overall 
Soviet production output. These include :



* 40# of all multi-nutrient (complex) fertilizers 
produced in 1975;

*' 60# of polythene production in 1975;
* 75# - 85# of polyester fibres in 1975; and
* 72# of new ammonia production capacity (5,25 million 
tons} in 1971-75, increasing to 85# in 1976-80.40

The CIA report stresses the fact that Soviet chemical 
technology is essentially obsolete. "The heavy reliance on 
Western chemical technology partly reflects Soviet 
inadequacies in the development of many chemical processes 
and products an partly^ the difficulties in converting 
promising scientific discoveries into commercial scale 
production."41

The Soviets have benefitted in a number of ways from, 
purchasing chemical technology. Firstly, the commissioning 
period of Western supplied plants is only between three to 
five years, compared with the average construction period 
of a Soviet chemical plant, which is eight years.

Secondly, Soviet pv .'cations suggest that unit production 
costs and capital . .'ivestment at chemical plants using 
Western ammonia technology is 50-50# bellow the- costs of 
Soviet ammonia plants.42 Western technology is therefore
more efficient. 4
Thirdly, Western-equipped ammonia plants uw-1 10-50# as
many workers as compared to Soviet deeignM d'î hts.

Furthermore, the Soviets have also ••if itted from 
obtaining manufacturing rights to duplict Western designs 
for their chemical plants at a reasons'.: cost. Soviet
duplication has reached a stage where ch-'y can produce 
spare parts for Western-equipped, chemical plants. However, 
not even the CIA has details concerning which US and 
Western companies are involved in these arrangements-45



The Soviets do have certain problems in absorbing Western 
technology. These include Soviet inexperience in the 
installation, operation and maintenance of co plex chemical 
equipment (though this is partly offset by Western firms 
installing the plants themselves and training Soviet 
technicians); peer management, poor workmanship and 
inefficient transport anti storage facilities.

Despite these problems, the West has, through the large-
scale transfer of chemical technology, built a potentially
dangerous competitor capable of undermining the West's 
chemical industry in the world market. In 1976, the Soviet
Union become the world's fourth largest exporter of 
methanol, amounting to 215 000 tons annually. In 1977, the 
Soviets ordered two methanol plants from the West, which
would boost exports to over 500 000 tons annually.44 ?he
Soviets have also become major exporters in ammonia,
polyethylene, polystyrenes, urea and potash.

What especially concerns Western strategists is that 
through a combination of buy-back agreements (where Western 
companies receive Soviet chemical products in return for 
chemical technology transfers) and Soviet chemical exports, 
many chemical industries in Western Europe are being 
threatened with closure. Many Western firms are accusing 
the Soviets of dumping their chemical products in Europe at 
prices far below the European cost of production.45
Analysts are concerned at what is perceived to be a 
deliberate Soviet policy to increase Wi'St European 
dependency on Soviet chemical products - a vi'-sal component
of any nation's military/industrial complex. The CIA
report concludes with the prediction that the Soviet. Onion 
will be disrupting world trade patterns through the sale of 
low-priced chemicals by the mid 1980's. This has been 
interpreted as part of Soviet strategy to "disorder" the 
capitalist system, without bringing it to the point of 
war.46



The US has played a key role in upgrading sectors of the 
Soviet1ti chemical industry. Already the Soviets produce 
more ammonia than any other country, courtesy of US 
technology. The US ranked fourth when, during the 1971-75 
ninth year plan, the Soviets purchased US chemical 
equipment worth $519 million. Most of these purchases 
involved EXIM hank credits. The single largest US/Soviet 
chemical trade agreement was sealed in Moscow on April 12 
1973, when a chemical fertilizer barter deal was signed 
between Armand Hessier of Occidental Petroleum and Nikolai 
Komarov, the Sqviet Deputy Minister of Foreign Trade. The 
deal was assessed at $8 billion, which represented the 
largest US/Sovi.et agreement ever.47 Occidental Petroleum 
would construct several fertiliser complexes on the Volga 
River to produce ammonia, urea and potash. By 1980,
Occidental Petroleum would be sending one million tons of 
super phosphoric acid a year for twenty years to the Soviet 
Union, in, return for 2,1 million tons of ammonia 
manufactured by US technology in the Soviet Union. The 
Occidental-built chemical plants would also produce one 
million tons of urea and potash annually. A report by the 
US Bureau of Mines a year later warned that if the deal 
went through, US supplies of phosphates would be depleted 
within a few decades, forcing the country to become
dependent on nations in North Africa.48 In May 1974, the 
US EXIM bank approved a loan of $180 million to the Soviet 
Union at 6£ interest to help finance Hamer's fertilizer
project. William Casey, then Head of the US EXIM bank, 
mads the strange assertion that it was in "America's
Internet" to exchange phosphate for ammonia and area from 
Shy Soviets.49 The loan raisrd the irs of the US Congress, 
becauos the interest rate charged on the loan was far lower 
than most Government loans to Americans.



Between 1975 and 1980, 26 ammonia p'~nts utilizing mainly
US technology, and with a total output of some 15,2 million 
tons annually, came into operation in the Soviet Union. 
Occidental Petroleum enabled the Soviet Union in a space of 
a few years to become the largest exporter of ammonia in 
the world, with exports amounting to over 5 million tons 
annually and representing over half of the world's total 
exports.50 Western benefits accrued from the sale of 
chemical equipment to the Soviet Union is minimal. Instead, 
the West has served not only to build a vital industrial 
component in the Soviet economy, but alao to strengthen a 
potentially dangerous competitor in the international 
chemical markets.

Despite this,'the flow of chemical technology to the Soviet 
Union continues undiminished. Recently the British 
company, Imperial Chemical Industries, signed a contract 
with the Soviet Union to build a $1,2 billion chemical 
plant near Moscow.51

Soviet Oil and Natural Gas Industry

Since 1917, the Soviet Union has also been dependent on US 
and Western technology to extract and move its oil and 
natural gas reserves, which are the largest in the world. 
This has become increasingly evident since the 19'70's, when 
the US became the largest supplier of prospecting and 
extraction equipment for oil and natural gas to the Soviet 
Union, worth some 35,6 million roubles ($88 million) in 
1975 alone. Soviet reliance on US technology is especially 
pronounced in areas of high-capacity submersible pumps and 
off-shore drilling rigs.52

In 1974, Armand Hammer announced a massive pipeline project 
to be built by Occidental Petroleum and the Bechtel



Corporation of San Fransisoo to "bring natural gas from the 
Yakutsk fields in Siberia, to the Bast coast of the Soviet 
Union. Running some 2000 miles to the Pacific Ocean near 
Japan and estimated to cost $4 billion, it was to be 
financed by Bank of America and the US and Japanese 
governments.53 However, the pipeline project was scrapped 
when in 1978 the US Commerce Department felt that it was 
too large an undertaking for two governments (the US and 
the Soviets) to agree on.

In 1978, President Carter, against the advice of his 
.National Security Council advisor, Zbigniew Braezinski, and 
his Energy Secretary, James Schlesinger, approved the sale 
of a $144 million plant to manufacture hardened oil drill 
bits in the Soviet Union. Part of the deal included a 
sophisticated $1 million electron beam welding machine.54

The plant, built by the US Dresser Company, will help the 
Soviets produce high quality drill bits, which they were 
unable to produce themselves, that are essential for their 
energy development programme. The Dresser Kuibyshev plant 
has the capacity to produce 100 000 drill bit units per 
annum, far in excess of Soviet domestic needs for the 
1980's and equivalent to one third of the entire US output 
of drill bits.55

Three important economic considerations have emerged from 
the Dresser sale : (a) the US has created a direct
competitor; (b) the project /ill increase Soviet influence 
in the oil-producing areas of the world; and (c) the plant 
will boost Soviet energy production, which is critical to 
Soviet economic growth to sustain the Soviet military 
build-up. The military implications of the Dresser sale 
will be discussed in the following chapter.
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Despite these negative factors, the sale was supported bg 
Secretary of Ctate, Cyrus Vanog, and Commerce Secretary, 
Juanita M. Kreps• Dresser Industries defended the sale: by 
pointing out that Japan had sold Moscow $6 million in drill 
bits in 1978. However, Fred Buoy, President of Texas 
Instruments Corp., who was appointed to head a panel to. 
examine technology transfers to the Soviet Union, found 
that the US had virtual monopoly in the production of 
premium oil drill bits of the type the Soviet Dresser plant 
would produce in Kuibyahev.56

Dresser Industries became concerned, not over the economic 
and military implications of the sale, but at the public 
backlash that was taking place. This was reflected by 
Dresser's Senior Vice-President, Edward R. Luter, when he^ 
stated "Dresser ia keeping a low profile on the plar-<x.L We 
are not looking for any publicity, because we're r.
our name comes up, and the project is called to - r-s
attention, they might remember that they wanted ..-̂ dq 
something to stop it. We hope we can let sleeping .dogs 
lie, and let things continue to roll."57 c,„

This attitude, held by many Western companies, which 
ignores the strategic dimensions of critical technology 
transfers, is a serious problem for policy makers 
attempting to tighten technology transfers to the Soviet

The Yaaul Pipeline

In 1979 the Soviet Union approached the United States and 
Western Europe to participate in the construction of a 3600 
mile twin pipeline to convey natural gas from the Ynmul 
Peninsula in Siberia to the border of West Germany. " This 
offer elicited a warm response from Europe, and especially 
from Vest Germany, Prance and Italy who would benefit most



from Soviet natural gas supplies. Here vaa a chance, it 
was felt by Western policy makers, to strengthen the 
concept of "linkage" with the Soviet Union. The response 
from the US was less receptive, especially after the Soviet 
invasion of Afghanistan in December 1979* Nevertheless, 
President Carter awarded a $80 million contract to 
Caterpillar International to supply 100 pipe-laying 
machines to the Soviet Union, and allowed General Electric 
to supply 41 compressor turbines worth $181 million towards 
the project.

However, US Government officials were concerned that the 
Yarnul Pipeline Project would make Western Europe too 
derendent on the Soviet Union for natural gas supplies. A 
US Senate report concluded in December 1980 that the 
project is "likely to increase even further the present 
reluctance on the part of several nations to risk 
adopting measures that the Soviets find politically or 
militarily offensive".58

After the imposition of martial law in Poland in December 
1981, President Reagan retaliated by imposing sanctions on 
the Soviet Union, which included the sale of US equipment 
for the Yamul Project. Western Europe refused to support 
Reagan, which caused a serious political rift between the 
US and its European Allies. This rift was further 
aggravated when the US attempted to force US companies with 
European subsidiaries to halt the sale of equipment to the 
Soviets, which was interpreted as unnecessary interference 
by the US i.i the internal affaire of European countries. 
Without the cooperation of Western Europe and Japan, US 
sanctions had little effect on the project. Japan replaced 
the Caterpillar order of 100 pipe-laying machines, while 
General Electric's compressor turbines were obtained from 
alternative European suppliers. After strong pressure from 
Europe, US business interests, and the Commerce and State



Departments within his own administration, Reagan 
eventually lifted the embargo on US equipment for the 
pipeline project in 1984-

The Yaoml Pipeline Project was completed in 1985 at a cost 
of $15 billion. She major Western companies which 
participated in Its construction included Manneemann A.G. 
(W- Ger.) and a consortium composed of AEG Selefunken and 
the state-owned SalzGltter AG from West Germany; Creusot- 
Loire and Vallourec from Prance; and Finsider and Nuovo 
Pignone from Italy.59 Finance for the pipeline was made 
available by West European governments and "banks. Between 
$5-10 billion was extended to the Soviet project, of which 
Deutsche Bank AG of West Germany provided one third of the 
project's long term credits. Private banks had their loans 
guaranteed by their respective governments. The pipeline 
has effectively tripled Soviet exports of natural gas, 
which will increase to some $7-10 billion annually in much 
needed foreign exchange, by the end of this decade.

Opponents of the pipeline project argue that it 
incorporated all the worst manifestations of East-Vest 
trade. Firstly, the Soviets enjoyed their usual commercial 
advantage ot being a "aonopsonist11 (i.e. sole buyer) facing 
several competing Western traders. As a result, according 
to Mr Lebahn, who until recently was the Moscow 
representative of Deutsche Bank AG, Western exporters were 
forced to cut their prices by as much as 60# because of 
their weak position as independent bargainers against the 
Soviet Union.60

Secondly, West European governments subsidised the credit 
loans made to the Soviet Union. The French offered the 
Soviets 7,8% on their loans, totalling $1 billion at a time 
when French businesses faced interest rates of 16%.61 
Bonn, London and Rome similarly extended credit facilities



at interest levels below the going market rates. 
Indirectly the European taxpayer was subsidizing the 
pipeline project.

Thirdly, the argument that jobs would be created in Europe 
was largely a myth, because the Soviet project crowded out 
investment opportunities in Europe, as capital that could 
have been invested in Europe was instead diverted to the 
Soviet Union. The Soviet project also made credit 
borrowing facilities more expensive in European countries, 
which stifled rather than encouraged economic development 
and job creation. The principle of Free Market economics 
was abandoned in favour of Government-subsidised and 
guaranteed loans, which may not have been extended if 
European governments had not backed private sector bank 
loans to the project.

Fourthly, the West ignored reports that thousands of slave 
labourers were involved in building the pipeline, reports 
that were greeted with a silence which "reflected a 
remarkable degree of moral atrophy and indifference."62

Fifthly, practically all the hard currency the Soviet Union 
spends on importing Western technology (excluding gold 
exports), is derived from oil and natural gas exports to 
West European countries. Because of its inability to 
manufacture high quality industrial goods, the Soviet Union 
has to turn to its natural energy resources to obtain 
vitally-needed foreign exchange reserves. The Xamul 
pipeline will add $8 billion annually to Soviet export 
earnings.

Lawrence J. Brady, former Assistant Secretary for Trade and 
Administration in the Commerce Department under the Reagan 
Administration, commented that "a steep decline in energy 
production would have serious implications for the Soviet



Union's hard currency earnings (60# of which is derived 
from fuel products) and would send economic Shockwaves from 
Eastern Europe to Cuba and Vietnam. The financial burden 
of the empire might well become insurmountable if the 
So/iet-Bloe has its own energy crisis".6? Indirectly the 
Yamul pipeline venture will help to continue propping up 
Soviet satellite countries and so-called wars of "national 
liberation" in far-flung corners of the globe.

On a geo-strategic level, alternative sources of natural 
gas were available in Norway and the Netherlands, the North 
Sea and Africa, at lower economic and political coats. The 
obvious strategic danger ignored by Western Europe is that 
the supplies of gas could be completely cut off for 
political reasons by the Soviet Union.

In the past, the Soviets hevr already either terminated or 
threatened to terminate energy supplies to the following 
countries : Yugoslavia 1948, Israel and Hungary 1956,
Albania 1961, Red China 1962, Czechoslovakia 1958, West 
Germany 1975 and Western Europe and Japan if they supported 
US sanctions against the Soviet Union after its invasion of 
Afghanistan in 1979.64 It seems that political 
intimidation is a regular feature of Soviet export policy. •

An interesting question to be analysed on a separate level, 
is why did US banks and corporations have such a large 
interest in +he Yamul pipeline? This question is partly 
answered by a study prepared by the Senate Governmental 
Affairs Committee, which found an interesting interlock of 
US banking and corporate interests with their West European 
counterparts involved in the Soviet pipeline project.

The West German subsidiaries of three US oil companies, 
EXXON, MOBIL and TEXACO, together own 25# of Ruhr Gas, the 
German utility that will import Siberian gas for 
distribution to the rest of Europe.



Pour of the largest tffc Vcnk holding companies, Chase 
Manhattan Corporation, J. *. Morgan and Company, Citicorp 
and Manufactures Hanover Trust are heavily interlocked with 
these oil companies.

The Chase bank, for example, is the number one voting 
shareholder in EXXON and the' number three voting 
shareholder in MOBIL. The Morgan Guaranty Trust Company is 
the number one voting shareholder lh MOBIL and General 
Electric (producer of the MS 5002 Gas turbine compressor 
that was to be used on the pipeline) and number two voting 
shareholder in Caterpillar International. While Citibank 
is the number one voting shareholder in Caterpillar 
International, number two in General Electric and number 
five in EXXON.65 The increased profits the US corporations 
obtained from their European subsidiaries could be recycled 
through the US banking system.

The COMECON foreign debt is another reason why Western 
banks favour the pipeline deal. Soviet natural gas 
deliveries, it is believed, could help service the debt. 
It is argued that total proceeds from the pipeline over a 
twenty year period could range between $200-500 billion, 
effectively cancelling out Soviet-Bloc foreign debt.66

Yet It is not altogether certain that the Soviets will use 
the revenue from its gas sales to bail out East European 
debt. The Soviets have already made it clear that they 
will not bail out Eastern Europe and instead, it seems more 
likely that the revenue will be used to purchase Western 
technology and maintain Soviet surrogate forces in the 
world's key trouble spots. A seemingly unlikely scenario 
has arisen where Western banks have a vested interest in 
securing Soviet economic growth to save themselves from tne



threat of an •East-Bloc default, at the expense of US and 
Veet European national eecurity considerations.

In conclusion, the Yamul pipeline was in reality based on 
political rather than economic considerations. European 
governments were willing to sacrifice an economic loss in 
exchange for a perceived political gain, based on the major 
precept of detente that trade would mellow the Soviet
Union. It remains to be seen just how soon this blind
faith in detente will be broken by the Soviets who are 
governed by that keen assessment and use of the
"correlation of forces" in so far as it suits their own 
global objectives.

Currently the Soviet Union is tempting US companies to help 
in the development of the Barents Sea Project - a new $25 
billion oil and gas development that is larger even than 
the Yamul pipeline venture. The Soviet offer was made by 
Michail Gorbachev to US companies attending the recent US- 
USSR $rade and Economic Council meeting held in Moscow. 
Only US technology can provide the Soviets with ice-
resistant oil platforms, marine pipelines and help solve 
the massive logistical problems involved in the 
transportation of oil and natural gas.

In November 1985, Caterpillar International signed an 
agreement to sell 200 heavy bulldozers and a number of 
pipe-laying machines to the Soviet Union, valued at $80 
million,67 while the Vest German engineering company, 
Mannesmann is currently negotiating for contracts to build 
synthetic liquefaction fuel plants estimated to be worth 
some $16,5 billion in the Soviet Union.68

For the forseeable future, the Soviets will continue to 
rely on Western economic assistance o develop its energy 
resources, especially US technology, to develop its off­



shore energy reserves to compensate for stagnating oil 
production from its present land wells.

Soviet Computer Technology

Computers in the industrial world are the mainstay of all 
modern technologies, including military technology. As a 
result, computer sales to the Soviet Union have become one 
of the most controversial issues of East-West trade.

The Soviet Union lags significantly behind the US in the 
development of computer technology. This has been verified 
by research done by Prof Judy at the University of Toronto 
and by Prof A. Sutton in the late sixties and early 
seventies, and by the Heritage Foundation in the late 
seventies, which concludes that computer technology in the 
Soviet Union is entirely imported from the West and that 
literally all significant technological innovations in the 
computer field have occurred in the West.69

In the early 1930'a, the Soviet Union imported unit record 
equipment that was manufactured by Powers and Hollerith. 
In 1932, the SAM business machine plant was established in 
Moscow with Western assistance, to produce copies of 
Western machines.70

During the late fifties and sixties, the standard Soviet 
computer, known as the Ural series, was less advanced than 
computers used by the US in World War II. The Ural I 
computer, which started production in 1955, had an average 
speed of 100 operations per second (OPS), compared to 2500 
OPS for US World War II Machines and 15 000 OPS for US 
computers in the mid to late fifties.71 The Ural II and IV 
models incorporated only slightly improved characteristics 
over the Ural I. In 1967, the Soviets unveiled their BESM



- 7 computer series with a rated capacity of 1 million OPS, 
although its operational ability was nearer 500 000 DPS. 
However, US third generation computers coming off the 
assembly lines at the time, including the Control Data 
Corporation (GDC) 6600, IBM 360/370 and the giant CDC Cyber 
76, had OPS capacities of 800 000, 5 million and 40 million 
respectively,72 The Soviet Ural and BESM computer series 
which incorporated Western technology were only first and 
second generation computers, lagging some 10 to 20 years 
"behind US third and fourth generation computers which were 
being developed by the US in 1970.

By the late Sixties, the Soviets started to aggressively 
purchase computers from the Vest to compensate for their 
own antiquated indigenous computer systems. Computer sales 
worth $40 million were flowing to the Soviet-Bloc countries 
annually by the end of 1969-73

During ths 1960‘s, the major suppliers of computer 
technology to the Soviet Union were International Computers 
Ltd (UK), English Electric (UK) and European subsidiaries 
of General Electric (US). Indirectly this was mainly US 
technology as most European computer technology is based 
on US patent rights.

When th= stringent computer export controls were lifted in 
1968 in the US, US companies spearheaded by International 
Business Machines (IBM), Control Data Corporation (CDC), 
Sp^rry-Rand and International Telephone and Telegraph 
Corp., became the major suppliers of computers to the 
Soviet Union, and remain so to this day.

The Soviet Ryad third generation computers, which came into 
production in the mid-Seventiea, were based on IBM 
technology obtained by the KGB through covert means when 
Chey procured several IBM 360 series computers, their



manuals, "blueprints and specifications from IBM facilities 
in West Germany.74 In fact, the Ryad computer series is 
merely a duplication of the IBM 360/370 series. Even IBM 
training manuals are used for the Ryad series. According 
to a CIA report, these computers, which make up virtually 
the total Soviet-Blcc effort in large, general purpose 
computers, have been and will continue to be used in a 
variety of civil and military applications.75 The Ryad III 
or ES-1060 model unveiled in the late seventies and capable 
of 1 million OPS, was patterned on the fourth generation 
IBM 370 B aeries.

Even with IBM technology, the Soviets have failed in their 
efforts to develop and mass produce reliable high speed 
third generation computer systems. Generally speaking, the 
Soviets have a number of problems with their computers. 
Many computers are obsolete and obsolescent (80# of all 
Soviet computers in 1976 still consisted of first and 
second generation machines).76 Furthermore, according to 
the Heritage Foundation, Soviet computer memory devices are 
inferior, peripheral equipment is poor, software technology 
is inadequate, time sharing is poorly organised, and 
parallelism and multi-processors are only in the developing 
stages.77

Soviet mini-computer technology is almost non-existent. 
During the 1970's, the Soviet-Bloc legally purchased more 
than 3000 mini-computers, some of which are now being used 
in -Alitary-relatP.d organisations. Furthermore, they are 
also developing mini-computers that are direct copies of 
Western models.78

Between 1975-79, US defence specialist, Sean Randolph, 
estimated that US computer and electronic firm;: had sold 
the Soviet Union $300 million worth of computer and related 
equipment. The real figure is probably considerably higher



if illegal Soviet aquiaitione of computer technology is 
taken into consideration, which has saved the Soviets 
millions of dollars itv computer research and development 
programmes. Despite these infusions of US computer 
technology, the most advanced Soviet computer is caps'vle 
of only 1 million OPS, while the latest US computers are 
capable of over 400 million OPS.

Today, the Soviet Union is ten to twelve years behind the 
US in developing hardware computer technology, and ten to 
fifteen years behind in software technology, although this 
gap is slowly narrowing. The Soviets are currently 
determined to leapfrog ten years of research and 
development to acquire illegally, if necessary, the very 
latest US fourth generation computer technology and the 
requisite technology to build the "superchip" for the 
coming fifth generation computer systems currently under 
development in the West. This warning is highlighted in a 
CIA report published in 1982, which identified future 
Soviet acquisition trends, which included very dense random 
access memory chips, high capacity disk drives and packs, 
the eo-called "super computer" and the latest in general 
purpose computer technology.79 These acquisitions, if 
successful, will go a long way to narrowing the computer 
technology gap with the Vest.

In the light of the evidence presented above, CDC's 
chairman and chief executive officer, Willian C . Norris, 
blatantly lied or was thoroughly misinformed, when he 
stated in 1975 that "many persons in Washington assume that 
the Socialist countries are far behind the US in computer 
technology, hence, they say, Soviet military capabilities 
would be significantly increased if the US sold them 
computers". He stated further that "restrictive US 
policies provided the incentive to Socialist countries to 
accelerate development of their own computer industry".80



What computer industry? Unfortunately, the facts 
contradict Norris'c statements completely. Norris further 
proposed that the US Go,eminent and Industry undertake an 
aggressive programme of technology exchange with the Soviet 
Union over the next five years (1976-80) - at a level of 
$25 "billion. The problem is that the Soviets have no 
computer technology of any significance to exchange with 
the US. GDC itself has played a key role in selling 
computers to the Soviet Union, including some of the 
world's largest machines.

In October 1973, the Soviet Ministry of Science and 
Technology concluded a ten year agreement with CDC, which 
included the 11 joint" development of a new super computer 
capable of 50 to 100 million OPS, a joint peripheral 
manufacturing venture and a nationwide time-sharing and 
software development in the Soviet Union.81 (See Appendix 
II, Agreement Signed between CDC and the Soviet Union, 
p. 260). It is not known what the current status of this 
programme is, but it would certainly entail giving the 
Soviets the most advanced computer technology CDC has to 
offer. During the 197Q's, GDC also sold its advanced Cyber 
172 and 7300 computers, which have wide-ranging military 
applications, to the Soviet Union. Commenting on the sale 
of the Cyber 7300 at the time, Miles Costick, who heads the 
Institute on Strategic Trade, stated that the computer was 
"a large scientific computer, ideal for military 
applications and about fifteen years ahead of current 
Soviet computer capability".82

IBM, which has been active in selling computer technology 
to the Soviets since the 1930'8, has also played a key role 
in upgrading Soviet computer technology in the 1970's. IBM 
sold the Soviet Union the largest industrial computer in 
the world, an IBM 370 for use at the Kama River truck 
plant, and in 1974, sold Hungary the advanced 370-155



computer model.83 IBM technology is "being utilised in all 
major sectors of Soviet industry and is the mainstay of the 
Soviet Union'a military system,

The role that US computer technology plays in upgrading the 
Soviet's military capability will be discussed fully in the 
following -hapten, suffice to say that most computers havu 
what is known as a "dual use" capability, i.e. both a 
civilian and a military application, which holds 
potentially grave implications for Western national 
security.

In conclusion, computer technology of Soviet origin is non­
existent and will remain so for many years to come. The 
reason for this being the inability of the Soviet Union to 
innovate in areas of high technology - which is symptomatic 
of the inherent failure of socialism as an engine of 
economic progress.

Other Industrial Sectors

She transfer of Western technology has not been solely 
limited to the four areas discussed above. i<any other 
industrial sectors have also benefitted in varying degrees 
from these technology transfers.

Dr John P. Lehman, former Deputy Director of the Arms 
Control and Disarmament Agency and current Secretary of the 
US Navy, has stated that of the 49 marine diesel engines 
used by the Soviets today in their merchant fleet, 42 are 
of Western design.84

The Soviet Union's entire soft drink production is produced 
by Pepsi-Cola of the US. Pepsi-Cola currently has 14 
bottling plants scattered In the Soviet Union and recently 
signed a $2 billion contract in 1985 with the Soviet



Government to double the production of Pepei-Cola. Watched 
by the US Secretary of Commerce, Malcolm Baldridge, the 
deal was signed by Pepei-Cola's chairman, Donald Kendall 
and the Soviet Export/Import Chief, Mr Yuri Zhiahin.

Although little data is available on the Soviets' atomic 
energy programme, the early stages of nuclear power in the 
Soviet Union was based on US lend-leaae equipment, German 
uranium and heavy water-processing equipment obtained after 
World War II, and technical blueprints stolen from the US 
Manhattan Project,85 The first Soviet PSR atomic reactor 
opened in 1954 was practically a carbon copy of the US 
Hanford reactor86 built by the US in the first phases of 
the Manhattan Project. Observers believe that the 
technical data for the Soviet reactor was probably obtained, 
through espionage. In 1967, the Soviets signed an 
agreement with the European Centre for Huclear Research 
(CBRH) to build the world's largest 70-GeV proton 
synchroton research facility at Serpukhov, European 
countries provided critical equipment for the project which 
the Soviets were unable to produce themselves, including a 
fast-ejection system, a vast ejected proton beam, radio- 
frequency particle separators and bubble chamber 
technology.87

By 1969, the Soviets had only four nuclear reactors in 
operation,88 compared to the 13 in the US, with another 70 
on order or under construction.89 During the 1970's, 
mainly West German and Japanese nuclear power plants w<?re 
being built in the Soviet Union.90

At the recent US/Soviet Summit meeting between President 
Reagan and Mikhail Gorbachev, it was agreed that there 
would be mutual cooperation in the field of thermo-nuclear 
fusion for peaceful purposes.91 It seems that once again 
the agreement will favour the Soviet Union, as the US leads 
the world in fusion technology research.



Evidence gathered from the recent explosion at the 
Chernobyl nuclear power plant in the Soviet Union Indicates 
that poor quality construction processes and inadequate 
safety measures were incorporated into the nuclear plant.

The foundation of Soviet apace technology was laid by VI 
and V2 rocket technology obtained from Germany after World 
War II. During the 1 9 6 0 ' b and 1 9 7 0 ' b , the Soviets were 
incapable of landing on the moon. The joint US/Soviet 
space mission In 1975, National Aeronautics and Space 
Administration (HASA) conceded, was a political, not a 
scientific mission, which benefitted only the Soviets.92 
The OS Government., at a cost of $100 million, had to 
construct the docking module for linking up to the .two 
spacecraft. Commenting at the time on the technical 
ability of the Soviet craft, a US paper stated: "Compared
with the Apollo spacecraft, Soyuz is really a piece of 
junk. It is tiny. It has no room for much advanced 
instrumentation. It cannot manoeuvre in space, . and 
therefore in the tricky and dramatic linkup, everything was 
up to the Apollo. Apollo looked around for Soyuz, sided up 
to it, made the delicate adjustments, and completed the
connection.93

The Soviets are even building a carbon oopy of the US space 
shuttle, Retired It. Colonel Thomas Krebs, former Chief of 
the US Defence Intelligence Agency's (DIA) space systems 
branch, reported in 1984 that "we've seen the Soviet 
orbiter and it's identical to ours". fhe only difference 
between the shuttles is an additional set of engines below 
the fuel tank for increased payload capacity.94

Summarising the impact of Western technology transfers in 
monetary terms, Dr Miles Costick, President of the 
Institute of Strategic Trade, stated that "during the



1970's the Free World has been the source of much of the 
Soviet Union's electronic know-how. Further, the West has 
supplied the Soviet industrial sector with over $50 billion 
worth of efficient machine tools, transfer lines, chemical 
plants, precision instruments and associated 
technologies".95 The figure today is probably nearer $100 
billion. In 1979 alone, the Soviet-Bloc imported over $10 
billion96 in industrial equipment from the West, with over 
half going to the Soviet Union.

Western technology has also always played a key role in the 
Soviet Union's five year plans. During the course of their 
ninth and tenth year plans (1971-80), the preferred sectors 
of Western technology were motor vehicle production; 
natural gas; oil; timber; metal extraction; processing and 
distribution technology; chemical processes, encompassing 
fertiliser and petro-chemical production; computer assisted 
systems; agriculture and aluminium processes.97

Ihe list of industrial sectors affected by Western 
technology could go on. However, enough evidence has been 
amassed to suggest that the impact of Western technology on 
the development of major industrial sectors of the Soviet 
Union has been substantial.

Measuring the Impact of Technology Transfers

Many economists who have made studies on the flow of 
Western technology to the Soviet Union, have tended to de- 
emphaaise its impact on the performance of the Soviet 
Union's economy. This is due to the analysts focussing 
narrowly on Bast-West trade figures, which tend to ignore 
other important considerations.



For example, Donald Green and Herbert Levine, using an 
econometric model of the Soviet economy, concluded that 
between 1968-73, Western machinery added slightly more than 
1% to overall Soviet economic growth and 2,5# to industrial 
growth.98 fhis conclusion was also confirmed by analysts 
at the Bureau of East-West Trade in the US, who contend 
that tha flow of high technology from 15 industrialised 
Western countries was not large in voluzce, did not dominate 
imports of the Communist states during the 1972-76 period, 
and did not increase markedly in relative performance.99 
Furthermore, Gary K. Bertsch quoting Roger Garrick in his 
monograph East-West Technology {transfers in Perspective 
concludes that because the ahara of Western machinery in 
total investment in the COMECON countries is very small, 
then such imports could not be of very great 
Significance.100

Trade figures are not in themselves a. very good yardstick 
to measure the impact of technology flows on the Soviet 
economy. It is the breakthroughs the technologies allow in 
various sectors of the Soviet economy, and the impact on 
Soviet productivity, total economic output) the 
technological gap and Soviet military performance that also 
have to be considered.

So while the share of Western machinery in total Soviet 
equipment investment does not amount to more than 656, it is 
the type of technology being transferred by countries like 
the US which has transformed a broad sector of the Soviet 
economy that is so important.

Research has shown that Western technology has had a 
significant impact on output production in the Soviet 
Union, when compared to the output achieved by local 
indigenous stock of capital equipment. Donald W. Green and 
Herbert S. Levine, using the Sovmod macro-economic model of 
the Soviet economy developed at the University of 
Pennsylvania, estimate that the nett addition to output



resulting from a unit increase in the stock of imported 
Western machinery in Soviet industry, is 8 to 14 times the 
corresponding effect of a unit increase in the indigenous 
capital stock.101

Dr Miles Costick states that Soviet imports of Western 
technology since 1970 has increased dramatically as a 
percentage of producer durables allocated to Investment. 
In 1970, the figure was "between 15-20#. By 1978, the share 
of imports had risen to 20-47# and in the early 1980's 
Costick estimated that the figure could reach upwards to 
55#. When imports are not included, domestic production of 
producer durables in the Soviet Union has remained more or 
less the same at 1976 levels. 102

She importation of Western technology has also saved the 
Soviet Union billions of dollars in research and 
development. Economists have estimated that since 1970, US 
exports of high technology to the Soviet Union has saved 
that country over $100 billion in research and development 
coats, 103 and helped close the technological gap with the 
West from 10-15 years to one to four years. One example of 
Soviet savings was clearly illustrated in the early 1970's 
when the US sold the Soviet Union an astronaut's space suit 
for $18 000, which cost $20 million to develop.104

Other facets of technology transfer often not considered 
include licenses and technical agreements. The acquisition 
of license rights from the West, often constitutes some of 
the most advanced technology available. In 1976, the 
Soviets purchased more than 13 000 separate licences from 
the West to manufacture industrial components and finished 
products.



it has been estimated that on average, such a transfer (of 
licences) enables an advance of seven to eight years in 
Soviet technology. 105 While the Soviet Union does have a 
problem, mastering the acquired technical expertise, 
purchases of licences often includes Western technicians 
spending some time in the Soviet Union and training Soviet 
personnel, to manufacture the licences successfully.

Oari Marchuk, Deputy Chairman of the USSR Council of 
Ministers and Chairman of the USSR State Commission for 
Science and Technology, in an attempt to illustrate US 
benefits from Bast-West trade, stated that US firms had 
purchased 125 licences from the Soviet-Bloc between 1974- 
85.106 However, this figure is insignificant compared to 
the thousands that the Soviets have purchased and acquired 
illegally over a similar period.

The Soviets have also succeeded in acquiring the most
advanced Western technology by using in part their 
scientific and technical agreements with the West to 
facilitate their access to new technologies that are
emerging from the Free World's applied scientific research 
efforts.107

One example of these bilateral scientific exchanges is 
Gould laboratories Materials Technologies, a division of 
Gould Inc., who trained 36 Soviet experts in areas of
metallurgy, polymetric chemistry, electro chemistry, 
mechanical engineering and physics of fluid flow in
Cleveland for a year. 108

In 1980, there were ten bilateral agreements in existence 
with the US, comprising about 240 working groups in which 
Soviet and US personnel are working on such sub-topics as 
computers, metallurgy, micro-biology, chemical catalysts, 
physics, science policy, metereology, earth quake 
prediction, fast breeder reactors, controlled theroo-



nuclear research, magneto-hydrodynamice power generation, 
and so on1Q9, while US scientists and students go to the 
Soviet Union to study ballet, Russian literature, 
anthropology, Russian law and culture (see Appendix III, 
Major Fields of Technology of Interest to Soviet-Bloc
Visitors to the UB, p. 266).

Soviet personnel are working in US companies that are 
"front runners" in technology development and in areas 
which the Soviets are most deficient in. The military
gains that thfe Soviets have made through these agreements
have been dramatic and will be discussed more fully in the 
following chapter.

To conclude, the economic benefits of Soviet-American trade 
has been highly asymetrical. It has enabled America's 
foremost global competitor to fulfil its most critical 
needs in high technology, capital goods and production
processes, while technology transfers to the Soviet Union 
constitutes only a small fraction of America's total global 
exports. This is perhaps one of the greatest ironies of 
West to East technology transfers. The Soviet share of 
Western export is minimal. In 1976, machinery sales to the 
Soviet Union by the 14 major Organization for Economic 
Development (OECD) countries were only 1,7# of their total 
machinery sales worldwide. This would correspond to 
something in the order of a fifth of 1# of the gross 
national product (GKF), for a country like France or West 
Germany 110. For the US, its trade with the Soviet-Bloc 
accounted for only 1,7# of its exports and 0,4# of its 
imports.111

It is therefore inaccurate to perceive the Soviet Union as 
a "large market for Western goods". It has simply not 
materialised. As a result, it would not be detrimental to 
the economies of countries like the US to withhold the sale 
of machinery to the Soviet Union, while the consequences 
for Soviet economic development would be potentially 
disastrous.
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Meohanlgma of Technology Transfer

Overseeing the purchase of Western technology in the Soviet 
Un-ion is. -fehs USSR State Planning .Commiaaion (50f ?TiAN), the 
State Committee for Science and Technology (GKNI) an4 the 
Ministry of Foreign Trade. The GKNT is the key department 
which over3ees the legal purchase of Western high 
technology. The mechanics of the Soviet acquisition 
programme will be discussed fully in chapter 5;

Antony Sutton, in his exhaustive case study approach in 
assessing the impact of "Western technology on the Soviet 
economy in the early 1970's, pointed out the tremendous 
role A' 'it prototype purchases played in raising the 
technological level of Soviet machinery during the fifties 
and sixties. However, during the seventies and eighties, 
Soviet policy has shifted to one of obtaining the 
manufacturing know-how in o,rder to produce a wide range of 
industrial products themselves.

This is being achieved primarily through the numerous 
scientific agreements, the Soviet Union has signed with the 
West, and through the purchase of thousands of licences. 
Under Kruschev, a specialist Foreign Trade Organisation 
called Mtsenzintorg, was created in 1962 to handle the 
purchase and sale of licenses.112

Other mechanisms of technology transfer include ? foreign 
-avel by Soviet scientists and technologists, th( 

collation of foreign technical literature, industrial 
espionage, direct foreign investment and purchases of 
foreign products.



The key mechanism for technology transfers still remains 
the "turnkey" plant, where the US sells a complete factory 
to the Soviet Union, trains its technicians and conveys to 
the Soviets other important manufacturing and design 
information-. 11-3- - v =■ -

According to the findings of the panel of experts headed by 
Fred Sucy in 1976 to examino US technology transfers to the 
Soviet Union, there "are- fo-ur - -advantages ter "turnkey" 
projects: (a) they rapidly expand output and create new
production capacities; (b) they enhance labour 
productivity by assimilating the latest achievements of 
science and technology into the production process; (c) 
they thus improve the input (labour end capital)/output 
(production) ratio in the target industry; and (d) they 
produce high quality products which have an enhanced export 
potential and increase the influx of, hard currency.114

Soviet economists themselves stress the importance of
turnkey projects. Despite certain disadvantages, e.g. the
initial outlay of hard currency for the plants, the Soviets 
still make considerable gains. The Vestern contractor is 
responsible for the installation of a whole complex 
production system, including the training of Soviet 
personnel. The cost of the project is normally financed by 
Western credits, with renumeration consisting of pare of 
the output of the plant (usually 20-30#).115

The Soviets have often implemented some ingenious methods 
of obtaining technical data from the West. For example, 
the Soviets learned how to make wide-bodied jet aeroplanes 
without buying a single aeroplane. They did this by
creating a bidding war between three Western firms. In 
their eagernesr 'dn a lucrative contract, the companies 
handed over mo. _,.nd more details of their construction 
techniques to the Soviet Union. When the Soviets had



obtained all the information they needed, they then called 
off the contract negotiations with the Western companies-

On another occasion, the US Boeing Aircraft Corporation was 
taken in by Soviet intentions when they sent a group of 
prospective Boeing buyers to tour Boeing plants in the US. 
Their real intention was divulged by an intoxicated Soviet 
engineer late one night, when he told the US officer who 
was escorting the Soviet delegation; "Don't be fooled. We 
will never buy your planes. We don't have the money and 
besides, could we force the Bast Europeans to use our 
aircraft if we bought yours? Ho! We are here to learn 
your secrets."116

Later, when the President of Boeing went to the So” .v 
Union to try and clinch an aircraft deal, he was not ■•Y'm 
met at the airport. No room was reserved for him, he was 
merely told that they were not interested in the aeroplanes 
after all.

$o circumvent some of the stricter high technology export 
controls appearing in the US, the Soviets are increasingly, 
turning to US subsidiaries in Europe to satisfy many of 
their industrial needs. For example, the Soviets are 
buying spare parts for their IBM computers through an IBM 
branch in Austria. These purchases are steady and provide 
critically needed supplies for Soviet military 
installations, such as the ZIL truck plant, the Soviet 
Missile Design Bureau, and the Kama River truck plant.117

The mechanism of industrial espionage as a means of 
obtaining Western technology can be expected to increase as 
the US and its allies begin to close off the flow of high 
technology to the Soviet Union.
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The Role of Slave labour in US/Soviet Trade

A major moral dilemma that is emerging for Wesfsrn 
countries trading with the Soviet Union, are recent reports 
that goods imported by US and European companies from the 
Soviet Union are mads by slave labour living and working in 
the most appalling conditions.

A recent study of forced labour in the Soviet Union, 
produced by the US State Department, reported that there 
were 4 million Soviet citizens (including many women) 
forced to undertake labour in 11CO camps, M S  strung across 
the Soviet Union.

The US State Department was forced to release this document 
after US Senator, L. Armstrong, called to the attention of 
Congress, labour malpractices taking place. A letter 
accompanying the State Department report, written by the 
then Under Secretary of State, Lawrence S. Eagleburger, 
acknowledged that "forced labour, often under harsh and 
degrading conditions, is used to execute various Soviet 
development projects and to produce large amounts of 
primary and manufactured goods for both domestic and 
Western export markets".1\9

Historically, Gulag inmates have been involved in building 
many construction projects in the Soviet Union since 1917* 
Under Stalin thousands of slaves died building industry, 
harbours and towns in the Soviet Union. This has been 
thoroughly documented by the renowned Soviet dissident, 
Aleksander Solzhenitsyn, in his book The Gulag Archipelago.

At the end of Stalin's reign in 1955, there were an 
estimated 12-15 million slave labourers in the Soviet 
Union.120 These inmates did, and probably continue to, 
suffer under the most appalling conditions of internment



which includes torturer lack of food and exposure to the 
hostile Siberian weather.

It would appear that Soviet citizens are not the only 
inmates in these camps, Doan van Toai, a former official 
of the Vietcong Liberation Front, who was later an official 
in the new Communist Government's Ministry of Finance, 
testified to this before the US Senate in June 1982, He 
described a programme under which Hanoi had agreed to 
export 500 000 workers to the Soviet Union - including so- 
called "reactionary elements".121

In a Wall Street Journal acticle, titled "The system of 
forced labour in Russia", former Moscow correspondent David 
Sater observed: "Forced labour is by no means exceptional
in the Soviet Union. It is an integral part of the 
economic system, and it is extremely doubtful whether the 
Soviet economy could function without it. Because of the 
wasteful utilization of manpower in the economy, artificial 
shortages that are created are made good through forced 
labour."122

It has been ascertained that timber, uranium and gold 
products sold to the US by the Soviet Union, are produced 
from forced labour. Other export products that originate 
from forced labour camps include wooden chairs, out and 
polished glass for chandeliers, tinned crab, petroleum 
products and caviar. (See Apjrandix IV, CIA List of Slave-
made Products, p268.) Even the thousands of little Olympic 
bear mascots sold during the 1980 Moscow Olympic Games, 
were made by women in slave camps, according to the 
Congressional testimony of a former Gulag inmate, Georgy 
Davydov.123



Ironically, even the Giant Kama truck plant and the Yamul 
pipeline were constructed ty Soviet-forced labour 
projects which Western companies were heavily involved in. 
The Soviet Union vacillated on efforts by an International 
Labour Organisation (ILO) team to investigate claims of 
forced labour on the Yamul pipeline, until September 1983, 
when the Soviets then announced that all the pipe had been 
laid, and so there was no need for the ILO to investigate 
labour abuses. 124

Despite these indictments against the Soviet Union, US 
businessmen and pro-detente groups seem to conveniently 
ignore these human rig’ite abuses. Furthermore, goods made 
by Soviet slave labour and imported by US companies are in 
violation of the Smoot-H&wley Tariff Act of 1950, which 
expressly prohibits the importation of "all goods, wares, 
articles and merchandise mined, produced or manufactured 
wholly or In part in any foreign country by convict labour 
and/or forced labour".125 Yet the Smoot-Hawley lap iff Bill 
has hardly ever been enforced and is largely ignored, 
except by certain officials in the Reagan Administration.

She issue of slave labour goods came to a head on 28 
September 1983, when William Von Raab, the US Customs 
Commissioner, recommended to the US Treasury Department 
that 36 classes of merchandise from the Soviet Union be 
barred from entering the US, because according to a CIA 
report at the time, they were being made from forced 
labour.

However, the US Treasury Department refused to implement a 
ban on slave-made imports from the Soviet Union. A letter 
from Donald Regan (than Treasury Secretary) to William Von 
Raab stated: "...I find that the available evidence
provides no reasonable basis in fact to establish a nexus 
between Soviet forced labour practices, and specific 
imports from the Soviet Union".126



Regan made this assertion, based on a somewhat remarkable 
letter written to him from CIA Director, William Casey, 
which stated; "Despite continued monitoring, we are unable 
to make a solid case that any particular good we receive 
from the USSR is produced by convict, forced or indentured 
labour".127 Casey amazingly contradicted a report brought 
oat by his own department just two years earlier, which 
identified some three dozen products made by slave labour 
in the Soviet Union. (See Appendix V, Reprint of both 
letters in full, p. 269)•

fwo important issues emerge from the use of forced labour 
in Soviet industry: (a) why should the US import and
compete with Soviet forced labour products produced at 
virtually zero cost; and (b) why are US companies 
allowed to continue importing these products? This has 
very little to do with free trade between free people. 
Instead, the US Government is keeping in bondage thousands 
of forced labourers to fulfill the Soviet Uninn's export 
demands.

US Government Censorship of US/Soviet Technology Transfers

Since 1917» successive US Governments have remained 
conspicuously silent or ignored the connection between 
Soviet economic development and Western technology. An 
example of this thinking is reflected in the US State 
Department's Battle Aqt Report, submitted to Congress in 
1963> which stated that "trade with the West has made an 
obviously limited contribution to Soviet economic 
development".128

Ironically, according to Antony Sutton this statement was 
made when the Soviets were midway through the purchase of 
complex industrial sectors from the West, including



concentrated fertilizers, synthetic rubbers and fibres, 
engines, computers, electric locomotives and cars.129

This policy continued into the 1970's when- the US 
Establishment ignored findings made by private researchers 
on the impact that Western technology transfers were having 
on the industrial base of the Soviet Union. Only a handful 
of US Congressmen managed to insert some of these findings 
into the Congressional record in an attempt to alert 
Americans about the problem of technology transfers to the 
Soviet Union.

In the 1980's, the Reagan Administration, spearheaded by 
the US Department of Defence and the CIA, admitted to the 
significance of US flows of technology to the Soviet Union 
and the implications this holds for US national security. 
However, it seems that US corporations are exempt from 
various efforts by the Reagan -Administration to halt 
technology flows to the Soviet Union, because no-one but 
the US Commerce Department knows precise US trade figures 
with the Soviet Union. Data concerning firms trading with 
the Soviet Union and the technologies involved, is 
classified information which the Commerce Department will 
not release.

When an attempt was made in 1980 by the National Journalism 
Centre to obtain this information, the Commerce Department 
refused. The Centre then invoked the Freedom of 
Information Act to obtain this information, which was 
upheld by the courts. However, Congress came to the rescue 
when it passed a compromise Bill, which permitted access to 
only general trade data.130

So US firms hide behind a wall of obscurity, despite the 
enthusiasm of the Commerce Department to promote trade with 
the Soviets, and the brave assertions made by several US



administrations that there is no stigma attached to 
American businessmen trading with the Soviet Union.

Nevertheless, a list of US corporations trading with the 
Soviet Union may still be released if the recent efforts 
made by the Young Conservative Foundation, based in 
Washington, is successful. In early 1986, the Foundation 
found a loophole in the Export Administration Act, which 
states that the Commerce Department is under obligation to 
submit an annual report to Congress concerning US 
corporations trading with the Soviet Union. It remains to 
be seen what the reaction of the Commerce Department will 
be to this latest development.

I
The most comprehensive list to date of US firms trading 
with the Soviet Union was compiled and published by Frof 
Antony Sutton in 1982. (See Appendix VI, US Companies 
Trading with the Soviet Union, p. 272.)

To conclude, a general observation about the performance of 
centrally-planned economies is that they can only prosper 
if there are market-orientated economies willing to provide 
them with the necessary technical services and productive 
capital unite.

Soviet technological innovations are at best derived from 
"scaling up" Western technologies. Through research and 
development and investment, its size and performance 
parameters are expanded. Soviet rocket development is a 
notable example of this. Major sectors of the Soviet 
economy have relied substantially on Western technology for 
their development.

Prof Antony Sutton concluded in 1972 after several years of 
research that "there is no such thing as Soviet technology. 
Almost all, perhaps 90 to 95# came directly or indirectly



from the U9 and, its Allies. In effect, the US and North 
Atlantic ITreaty Organization {NATO) countries have built 
the Soviet Union."131 The situation has not altered 
fundamentally since 1972.

It would seem paradoxical that while the Soviets believe in 
the inevitable triumph of Socialism over Capitalism, that 
in fact, Capitalism provided the means for its own 
destruction simply because it has fuelled the economic 
development of the Soviet Union for the better part of this 
century. Without Capitalism, the parasitic nature of 
oentrally-planned economic systems would choke on technical 
inertia and lapse into a permanent state of economic 
stagnation.
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CHAPTER 4 : US TECHNOLOGY = SOVIET MILITARY POWER

In hie State Papers published in 1921, V.I. Lenin stated: 
"The Capitalists will supply us with the materials and the 
technology wo lack. They will restore our defence 
industry, which we need for our future victorious attacks 
upon our suppliers. In other words, the Capitalists will 
work hard to prepare tjieir own suicide."1 Lenin, who had 
an almost uncanny ability of understanding Capitalists 
probably better than they understood'themselves, has been 
proved largely correct in his predict!"v

In the 1920'a, % s a major supplier of military aid
to the Bolshev. litienti In the 1940's it was the turn
of the US, under -•‘auspices of its lend-lease programme.
While no direct military aid has flowed to the Soviet Union 
since 1946, its military development programmes have 
continued to benefit from the transfer of what is termed 
"non-etrategic" technology from Western countries.

Since thi mid-sixties, the most important contribution that 
Western, and wore specifically US, technolo®^ has made to 
th« development of the Soviet Union's armed forces, has 
been to provide the Soviet military establishment with the 
necessary industrial support base to facilitate the
existence of % modern military machine. Foreign economic 
assistance has enabled the very latest western technologies 
to be incorporated into the Soviet military/industrial 
complex. This, in turn, has enabled the Soviets to outstrip 
the US in military production consistently since 1970, and 
to epend between 12 and 25# of its GNP on Defence,2 Not 
only are the Soviets outstripping the West's military 
production in quantitative terms, they are also rapidly
narrowing the qualitative gap in weapons technology
development, which is due directly to the acquisition of 
western technology.



The rest of this chapter analyses the military and 
strategic dimension of US technology transfers to the 
Soviet Union, and the implications it holds for US national 
security.

The Soviet War Economy

What is often not appreciated "by the proponents of trade 
with the Soviet Union, is that the Soviet economy is a war 
economy which operates on an intermediate level of 
mobilisation. Since the days of Lenin,; the Soviet 
Politburo has always given priority to the development of' 
their war industries, at the expense of consumerism. Due to 
the centralised nature' of the political system, the Soviet 
Government is able to transfer large economic resources 
into _ the military establishment without recourse to public 
opinion, a “luxury" not enjoyed by western democracies.

This situation was outlined by Roy Medvedev, a Soviet 
historian and Marxist intellectual, who once told an 
American living in Moscow that "We are going to: overtake 
the US, and that is inevitable. ... Our country is a 
military machine. .. Our system allowed for the spending of 
colossal resources for one purpose alone - military might. 
We may be primitive, but we will take over, ... We put 
everything into rocketry, ... the Government does not cars 
whether or not anything is left over for the population."3

According to Prof Richard Pipes, the Central Planning 
Agency, GOSPLAN, makes no major Investments unless the 
generals on the staff are satisfied that they meet the 
needs of wartime mobilisation. Furthermore, each major 
industrial establishment has a military office that 
supervises those departments working f r the armed forces.4



The point to be emphasised Is that Western technology 
flowing into the Soviet Union will first be channelled into 
the military sector before going to the civilian sector. 
Anothsr major problem is that it is virtually impossible to 
identify a single industry in the Soviet Union which only 
manufactures civilian products. According to Dr Miles M. 
Costick, every scientific institute, every research and 
development facility, .every educational institution, every 
factory, has its First Section staffed by military and KGB 
representatives.

Furthermore, ail identified Soviet scientific and research 
institutions devote between 70-80# of their time and 
resources doing work requested by the party's military/ 
industrial complex, and are supervised by the First Section 
of the KGB.5

The importance of the Soviet Union's research and 
development complex in overall Soviet military development 
cannot be under-emphasised. According to Jack Vorona, 
Director for Scientific and Technical Intelligence in the 
US DIA, the Soviets have the world's largest research and 
development force of some 800 000 scientists, working 
overtime to make the Soviet Union pre-eminent in military 
power, and determined on absorbing technology and technical 
information from the West.6

Every facet then of Soviet industry is geared towards the 
Soviet Union's war machine. All Western technology flowing 
into the Soviet Union will be assessed primarily for its 
military potential and only then for its economic usages.

Brief Historical Overview

The use of Western technology by the Soviet military 
establishment goes back to the 1950's, when T26 and 2?54



tanks sent by Stalin to the Communist forces in the 19)6 
Spanish Civil War ran on the US-developed Christie 
suspension system.7 These same tanks were later used 
against t)u foroea in Korea in 1952.

The US-built tractor plants in Stalingrad (now known as 
Volgagrad), Kharkov and ChelyMnsk, were used from the 
start to produce Soviet tanka, armoured oars and self-
propelled guns during the 1950's.8 (See Appendix VII,
Soviet Tank and Armoured Car Models Produced in US-built 
Tractor Plants, p. 277.)

During World War II, the Soviet Union under lend-leaee 
received virtually every conceivable type of weapon 
available at the time from the US, ranging from tanka,
aircraft, ships, heavy artillery to machine guns, rifles
and pistols.9 US corporations like Douglas Macdonnel and 
Boeing Aircraft provided tvj technical basis of the Soviet 
Unioti's air power during World War 11.10

Although the US and the West stopped the sale of military 
weaponry to the Soviets in 1946, Soviet dependency on 
Western technology waa visible and clear-out after World 
War II, The Soviets illegally acquired US nuolear atJrets 
which led them to develop a nuolear weapons capability in 
1949- The Soviet Tupelov-4 bomber was a direct copy of the 
US Boeing B-29 "Suyer Portress, while Rolls Royoe jet 
engine technology powered the first Soviet MIG 15 jet 
fighters which flew over Korea in 1951."11 The Soviets 
relied on oaptured German scientists and German factory 
installations to construct their post-war rocket industry. 
Soviet OAZ truckn, operated by Communist forces against US 
troops in Korea and Vietnam, came from the Ford-built Gorki 
truck plants, and were identical to US-built Ford trucks 12 
Soviet ships supplying arms to North Vietnam ran. on 
Western-built diesel mnginea, while the PI-76 amphibioua L:
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tank used in Vietnam originated from the US-built Volgagrad 
"tractor" plant.

If Soviet military progress and production burned on Western 
technology was appreciable during the ly40's to the 19601e, 
it was dramatic during the 1970's and early igSO's, as 
trade between the US and the Soviet Union rapidly expanded. 
She chief reason for this was the emergence during the late 
sixties and early seventies of "dual use" technologies, 
i.e. products which have both a civilian and military 
application.

Dual Use Technology

While strategic technologies have been defined since the 
early days of the Nixon Administration as those which 
contribute directly to the military, capability of the 
Soviet Union, "dual use" technology poses a major problem 
in identifying which civilian technology would make a 
significant contribution to the military potential of the 
Soviet Union.

The problem of "dual use" technology was outlined by Mr 
Lawrence Brady, who was a high-ranking Oommerce official in 
both the Carter and Reagan administrations, when he 
testified to the US Senate that it is ne-Tly impossible 
today for the US to ensure that advanced technology shipped 
to the Soviet Union will not be diverted for military use, 
i.e.- computers have both civil and military applications; 
integrated circuits found in pocket calculators are also 
critical to missile guidance and aircraft fire control 
systems; machines to manufacture precision ball bearings 
are also crucial for the inertial navigation systems of 
nuclear systems; air traffic control systems can be used 
for air fighter defence, and so on.13 (See Appendix VIII,



Selected Soviet Acquisitions of US Dual Use Technology, 
p. 278.)

According to the CIA, the problem is further compounded by 
the priority accorded to the military over the civilian 
sector in the Soviet economy, which invariably always finds 
"dual use" technologies heading first into mi itary 
industries, and only then into the civilian sectors. As a 
result, Soviet assurances that legally purchased "dual use" 
technology will be used solely for civilian applications, 
can seldom be accepted at face value. 14 In fact, the 
Soviets have on numerous occasions broken assurances on the 
end use application of civilian technology.

Another problem, according to former CIA director, Richard 
Helms, is that "virtually any high technology advance can 
be turned by the Soviets into a military use .tomorrow."15 
Th» Soviets are very skilled at this, and have made it 
their priority to obtain futuristic high technology coming 
off the production lines in the West, before their military 
application is discovered by Western countries. As a 
result, Western "civilian" technology, which has played a 
substantial role in developing key sectors of the Soviet 
economy, has also been used to boost the Soviet Union's 
military capability considerably.

Military Application of US Motor Vehicle Technology

The Soviet motor vehicle industry is the best example of 
how "dual use" technology of Western origin has been 
effectively used in the military sector. It has become a 
recognised fact by most economic experts that every car and 
truck factory in peacetime has the potential of being 
turned into a tank and armoured car factory in time of war.



Every truck has a military as well as a civilian mode of 
application and since the early 1930's, the Soviets have 
successfully diverted many vehicles built in Western- 
equipped auto plants to their military establishment.

Giving evidence to the House Armed Services Committee in
1979, Hans Heymann, CIA National intelligence officer for 
Political and Economic Affairs, said that in 1978 some of 
the 50 000 diesel trucks produced at the Kama River truck 
plant had gone to the Soviet military-16

In 1979. Jack Vorona testified that Kama engines vere being 
diverted for the construction of tanks and armoured 
vehicles.17 In 1980, it w&s estimated by US intelligence 
sources that a quarter of the entire Kama output was being 
diverted to the Soviet military. These intelligence 
reports also indicated at the time \ ;a.t Kama trucks were 
used in the Soviet invasion against Afhanistan in 1979, and 
that 10 000 of these trucks, loaded with ammunition, are 
pre-positioned against NATO in Central Europe to facilitate 
any future Warsaw Pact invasion against Western Europe.18 
In 1980 Graham Clayton, the former Deputy Secretary of 
Defence, wrote to the US Commerce Department and charged 
that military trucks, armoured personnel carriers and 
missiles were being assembled at the Kama River and the US- 
built Zil truck factories.19

A comprehensive report on the military uses of the Kama 
truck plant was outlined in the US publication, Industrial 
Research and Development, which claims that some of the 
Kama trucks have been outfitted for use as missile 
launchers, and have been exported to Libya, Syria and Iraq., 
while some of the Kama engines are believed to have been 
used in Soviet $-72 main battle tanks. The report went on 
to sta;e that the mammoth facility is also utilised by the 
Soviets to build launching platforms for their missiles,



engines for their tanks, and military transport trucks and 
armoured personnel carriers 20

Pentagon officials have admitted that they had intelligence 
as far back as 1977 that military vehicles were being built 
at Kama River,21 and according to a Department of Defence 
report released in February 1983, Kama River trucks were 
first reported in use by Soviet forces ..'-in Sast- Germany in 
the summer of 1977-22

An interesting development which occurred during the 
construction of the Kama Plant was that in the late 
seventies, the Kama Purchasing Commission in New York, set 
up to coordinate the purchase of US equipment, was also 
involved in espionage activities, which included obtaining 
the sub-system of the miniaturized military computer, 
produced by United Technologies and known as the PDB-11 
series, which is a standard computer deployed in the US 
' -j.ed forces .23

So the US, which supplied the Kama plant with the automated 
foundry for making the engines, the production line, the 
IBM computer that controls the plant and nearly $400 
million in credit loans, has effectively built for the 
Soviet Union a military plant which produces a variety of 
different weapons systems.

The Ford-built Zil plant assembles even more complex weapon 
systems than does the Kama River plant. According to Dr 
Miles Costick, the Zil factory is a complete integrated 
plant which has been supplied during the past 15 years with 
the most advanced US quality controls instruments and 
computers. It manufactures most of the Soviet Union's 
production of missile launchers,24 including the Frog-4, 
Frog-7 and 122mm, BM-21 heavy rocket launchers.25
Furthermore, a quarter of the 200 000 trucks Zil produces



goes to the Soviet military establishment. According to
Lawrence Brady, while the US was shipping updated automated 
equipment to the ZIL truck factory, ZIL-1J1 trucks were 
being used against US troops in Vietnam.

A recent intelligence report states that the generation of 
diesel engines currently powering East-Bloc tanks is based 
on West German technology. This came abvut when the 
Rumanians legally acquired the licence for an agricultural 
diesel engine, similar to the engine in the West German 
leopard II main battle tank.26

Most Western-built Soviet tractor plants are capable of
building armoured vehicles in time of war. This was
certainly the case in the 1930's and 1940's. Analysts 
believe that the go-ahead given to International Harvester 
(US) to build a $300 million tractor plant in the Soviet 
Union ir. the early 1980's could produce armoured personnel 
carriers.

It can be stated with considerable accuracy that every 
single truck in the Soviet army was built by US technology, 
and that the US and other Western countries have
significantly contributed to the development of the Soviet 
missile launchers and the latest generation of Soviet tanks 
and armoured cars - most of this having occurred under the 
aegis of detente with the Soviet Union during the 1970'a.

Military Application of US Oil and Gas Technology

The military end use of US oil and gas technology in the 
Soviet Union has been significant, and has a more 
diversified military application than US motor vehicle 
technology.



One of the most controversial sales of oil production 
technology to the Soviet Union during the 1970'a, was the 

'e in 1978 of the $144 million Dresser Drill hit factory 
'-60}. Senior US military officials have stated that 

au. to intelligence information, the Soviets have
used ttte' additional production capacity of the Dresser 
factory to increase their output of anti-tank weapons. 
This came about because the Soviet Union gained the 
technological capability of manufacturing Tungsten Carbide, 
an extremely hard, Jense and heavy metal alloy with a broad 
range of military d industrial applications, including 
deadly weapons that _ netrate armour plating.

What particularly concerns the US Department of Defence, is 
evidence that the Soviets can now build greater numbers of 
high quality weapons, potentially lethal to the US army's 
new $2,7 million Abrams main battle tank.. As a result, the 
army is contemplating a multi-billion redesign of the tank 
to counter this new vulnerability - due originally to the 
Dresser sale.27

Another critical piece of technology that has a dual use 
capability for military purposes, are small Array Transform 
Processors (ATP's) used in seismic oil exploration 
equipment.'' ATP's are electronic devices which enhance 
computer speeds so that computers can interpret millions of 
tiny variations in the sounds of geographic formations from 
below the earth. Oil formations have their own unique 
"finger print" of sand which ATP's can help identify. 
However, attached to shipboard computers, ATP's perform a 
central function of anti-submarine warfare - they assist 
computers in digital signal processing and signal analysis, 
which enables the computer to identify tiny differences in 
the sounds under the ocean's surface, from shoals of fish 
to enemy'nuclear submarines.



Geo Space Corporation of Houston, Texas and its French
subsidiary in the late 1970's Bold 36 ATP systems to the
Soviet Union and Red China. Dr Willian Perry, the former 
Under Secretary of Defence for Research and Engineering, 
commented at the time that the Soviets "will be able to 
detect and monitor all US subs using oil exploration
equipment sold to them by the US."28

Purchased by the Soviet All Union Research Institute of 
Geophysics in Moscow, a Soviet intelligence specialist, a 
geologist by profession, revealed to Dr Miles Costicx after 
his defection that he and some Soviet navy personnel,
trained by Geo Space Corporation, had installed Geo Space 
AlP's on board Soviet submarines and Soviet anti-submarine 
warfare surface ships.29

The Soviet Union, which traditionally has always lagged 
behind the US in anti-submarine warfare capability, have 
through the purchase of the Geo Space ATP's, been able to 
leapfrog a ten-year research and development gap vis-a-vis 
the US and pose a major threat to US submarines. The major 
problem for US defence planners is that the Soviets now 
have the ability to monitor their newest submarine. 
Trident, which is the most effective component of the US 
strategic triad system to counter the Soviet Union's first 
strike capability.

Lawrence Brady recommended while he was still in the 
Commerce Department that 17 oil and gas exploration 
products be moved from the lax US State Department 
licensing process and be placed on the Department of 
Defence's national export control list.

These products include seismic surveying and acoustic 
equipment (mentioned above); deep well-drilling bits and 
mud-logging equipment, with magnetic resonances that have



both commercial and military intelligence uses; high 
pressure, corrosion-resistant pipes and valves that are 
needed for "sour gas" production; and anti-corrosion metals 
that can be used in naval weaponry.50

Lawrence Brady has also pointed to the economic and 
strategic benefits accrued by the Soviet Union from 
increased oil and gas production, which in turn threatens 
Western national security. "We must stop helping the 
Soviets develop their military support infrastructure, 
particularly oil 'and gas, the sale of which provides them 
with 60# of their foreign currency to finance military 
escalation, espionage ... and surrogate revolutionary 
forces in Cuba and Nicaragua, while at the same time 
increasing NATO energy dependence on the Soviet Union."51

US oil and gas technology has not only made a significant 
contribution to Soviet military potential in certain key 
areas, but also indirectly helps to furnish the Soviets 
with much-needed hard currency to obtain further high- 
technology imports from the West, and to sustain its 
surrogate forces in key trouble spots around the world.

Military Application of US Chemical Technology

Chemical technology forma the basis of s, nation's military 
explosives and chemioal/biological warfare capability. 
Chemical companies in the US, notably Du Pont and 
Occidental Petroleum, have over many years contributed 
Indirectly to Soviet explosives technology. For example in 
1932, Du Pont built a giant nitric acid plant in the Soviet 
Union, with a production capacity of 1000 tone a day - an 
essential raw material for the manufacture of explosives.52
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During the mid-sixties 63# of Soviet sulphuric production 
(required in large quantities for explosives manufacture), 
was produced according to a standardised version of a 
Western process; whilrf ammonium nitrate, an essential 
ingredient in the 10 chemical plants built by Occidental 
Petroleum in the early sixties to produce fertiliser, also 
has an alternate use in explosives.33

On June 3 1966, the OS Commerce Department issued a licence 
authorising the sale of technical data, to design and 
construct a glycerol plant capable of producing 24 000 tons 
of glyosrol per annum, to the Soviet Union - a major use 
being the manufacture of explosives.34

Despite the "dual use" nature of chemical technology, it 
was nevertheless struck off the list of "strategic" 
commodities by President Lyndon Johnson in 1966, to become 
a "non-etrategic" item that could be readily sold .to 
Soviet-Bloc countries, and has remained so to this day. 
Yet it can be safely stated that the ammunition uSed 
against US forces in Korea and Vietnam, and more recently 
the "yellow rain" dropped over Kampuchea and Afghanistan, 
originated from Western-built chemical plants.

Early in 1985. a Soviet delegation led by Aleksy K. 
Antonov, a Deputy Chairman of the Senior Council of 
Ministers, assured West German corporations, which have 
always been a key source of high technology for the 
Soviets, that they were in the running for projects worth 
20 billion D.M. ($6-7 billion) under the new Soviet five 
year plan (1986-90).

Among the contracts offered to West Germa-- / was the
construction of two chemical fibre pit. <4 Soviet
Union. The fibre being sought by the SovU .'me a basis 
for the composite materials, used in the structure of new 
Western high performance weapons systems, including fighter



aircraft, light-weight armour for tanks, and fast missile 
boats.35

Shere la also concern among Senate investigations on 
Capitol Hill that US and European-oupplied chemical 
equipment and expertise have aided Soviet development of 
chemical and biological warfare. According to one Senate 
source, two US scientists who had gone to the Soviet Union 
in 1977 under a chemical/environmental exchange programme 
"were very suspicious " of what the Soviets vfere developing 
in their laboratories.36 On their return, they briefed a 
Senator on their findings, but it is not known what the 
contents of these briefings were.

The Soviet Union now has the largest chemical warfare 
capability in the world, much of this ironically provided 
through the exports of US chemical technology, designated 
non-strateglc by past and present US administrations.

Military Application of US Computer Technology

No other piece of technical hardware is as vital to both 
civilian and military sectors as computer. The
Importance of Western computer +, Iv slogy in Soviet 
economic development has already been documented in oh.3. 
She contribution of Western computer technology to the 
development of Soviet military forces, .las been equally 
impressive.

Computers form an integral part of all modern military 
weapon systems. Without computers, modern weapon systems 
could not be built, integrated, tested,, deployed, kept 
combat-ready or operated. Major strategic weapon systems 
reliant on high-speed computers include early warning 
systems, anti-ballistic missile defence, command control



communications (c-3), anti-submarine warfare and space 
operations.37 Other systems inolude Inter-continental 
ballistic missile (1CBM) technology, avionics, missile 
accuracy and particle "beam warfare technology.

According to Sean Randolph, much of the US computer systems 
sent to the Soviets have become part of their ICBM, early 
warning, radar, anti-aircraft and satellite-based 
surveillance systems.38 The Key U8 companies responsible 
for thiti transfer have been CDC, IBM and Sperry Rand.

Defence analysts agree that IBM 360 and 370 computers are 
the Gainst ay of the ViARSAW Pact's defence system. IBM 
officials who visited East European, countries were 
surp-ised to find four to five times as many IBM machines 
in Eastern Europe than they thought were there. Dr Miles 
Costick believes that many IBM computers were illegally 
diverted there by the KGB.39 US-made IBI-i 370/S computers 
stand guard in the only operative anti-ballistic missile 
defence system in the world, around Moscow.4-0

In October 197C CDC was authorised by the Ford 
Administration to : \ two Cyber-172 computers (which have
a capacity of 1,4 million OPS), costing between $4 and $5 
million a piece, to Peking and a more advanced one to 
Moscow. Computer experts warned at the time that in their 
military mode, the 172’b could be 'ased zv? nuclear weapon 
calculations, for anti-ballistic mieeile V.JM) systems, or 
for radar to track hostile mispiles,41 J-, ' the Soviet 
Union obtained the Cyber 7300 computer r-om CDC, which 
according to Dr Miles Costiok, was "a ’• scientific
computer ideal for military applications 3bout 15 years 
ahead of current Soviet computer capabilv '42

Nevertheless, despite warnings from the Pentagon and the US 
Energy Research and Development Agency over the sale of the



172'b and the Cyber 7300 computers, Henry Kissinger 
overruled their objections and gave the go-ahead for the 
computer sales to the Soviet Union.43

The moat controversial computer sale in the 1970's was the 
proposal to sell CDC'e most advanced computer at the time, 
the Cyber 76, to the Soviet Union, Described as a 
"scientific marvel", this super computer has a processing 
capability of 40-100 million OPS and estimated to be at 
least forty times faster than the best Soviet computer at 
the time, and 12 to 15 years ahead of bk<s b^st indigenous 
computer system in the Soviet Union.44

Congressional pressure eventually haloed the sale of this 
computer in 1977- The Pentagon informed Congress at the 
time that there were no adequate safeguards to ensure that 
the Cyber 76, or any other advanced computer system, would 
not be used in a military mode. Used primarily by US 
agencies such as the national Security Agency, the Energy 
Research and Development Agency, NASA and the Pentagon, the 
sale of the Cyber 76 to the Soviets would have improved 
their surface to air missile effectiveness, vastly improved 
their nuclear strategic force capabilities, as well as 
enable the Soviets to penetrate US military and 
intelligence computer networks.

Despite the curb on the sale of the Cyber 76, some equally 
impressive computer systems have found 'Cheir way to the 
Soviet Union. This has Included the most advanced naval 
computer system in the West, which first went to sea in the 
9600 ton American cruiser, Tioonderoga (of the new Aegi-i 
class of US surface warships) in 1983, but had been 
installed two years earlier in the giant Soviet nuclear 
powered 23 000 ton battle cruiser, Kirov, which was 
completed in 1980.



The American Aegis computer system (the world's most 
advanced) took twenty years to develop, and is capable of 
computing data from the chip's radar on to a host of enemy 
targets simultaneously, and of controlling both the ship's 
air defence missiles and friendly aircraft.

This was revealed by the US Secretary of the Navy, Mr John 
Lehman, who stated that "the Kirov's phased array, 
computerised air defence system io based or. technology 
stolen from the US and our Aegis program."45

A $13 million Sperry Rand Univao 1100/10.c. computer,
personally apv.roved by President Carter in 1978 and
intended for use in Soviet synthetic rubber research, was 
transferred to a military facility, building the Soviet 
Union's strategic Backfire Bomber.

The Univao system whose software package is capable of 
performing stress analysis calculations suitable for 
aircraft wing design, has been used to upgrade the 
performance of the Backfire Bomber46, and in all
probability was used to help in the development of the new
Soviet Blackjack strategic bomber, which is being built at 
the same factory.

IBM computers run the Kama and 21IL truck factories which 
manufacture military vehicles for the Soviet army.

Stolen US micro-computer technology made the production of 
the 88-18 ICBM posBible47, while the 88-20's transportation 
vehicle and launcher was developed using IBM software 
technology.

It is a known fact that the Soviet's research and 
development establishment and the military sector have 
priority over the civilian sector for the acquisition of



Western computer technology, even in the field of personal 
computer techology. There is no indie*tion that the Soviet 
Union's dramatic rise in the demand for personal computers 
will be available for private use by Soviet citizens. Even 
though, they -are being introduced at the secondary school 
level in the Soviet Union, the computer courses will not be 
conducted by the Ministry of Education, but by the DOSAAP 
(the Voluntary Society for Cooperation with the Army, 
Aviation and Fleet), which is a section of the Soviet 
Defence Ministry.48

The growing emphasis on the significance of the personal 
computer in the Soviet Union can be gleened from the 
growing importance that Soviet military literature attaches 
to the significance and computerisation of the military 
command and control systems for the effective conduct of 
deep offensive military operations.

Personal computers are being applied for a military and not 
a civilian role. The Soviet AGAT personal computer - the 
first launched by the Soviets - is almost an exact 
duplicate of the US-made Apple II computer.

In 1983, only the timely intervention of Swedish 
officials foiled what could have been the Soviet 
greatest computer espionage haul ever. This

Union's 
ras the

attempted illegal acquisition of the VAX 11/782 multi­
network computer system, a higly sophisticated computer, 
weighing some 60 tons and having a processing database of 
101,5 million OPS.49

At a special news conference former US Treasury Secretary, 
Donald T. Began, stated that the VAX computer which was 
intercepted in Sweden was "one of this nation's most 
senritive computer systems and was primarily designed for 
sophisticated military applications." US Secretary of



I

Defence, Caspar Weinberger, stated at the same news
conference that had the Soviets obtained the VAX computer 
system, it could have accelerated their military
development and help them produce "vastly more accurate and 
destructive weapons."50

According to US Defence officials, the VAX 11/782 could be 
used for such tasks as missile guidance, control of data 
acquisition for signals intelligence (SZ&llfT) and 
electronic intelligence (BLIBI), structural analysis, logic 
design of military systems, interpretation of transmissions 
from US satellites and the global coordination of military 
movements.51

American scientists and engineers believe that the Soviets 
had hoped to assemble an entire factory for the production 
of very high speed integrated circuits, (VHSIC's) thereby 
overcoming a ten-year US lead in this vital field of 
research. The strategic implications of this potential coup 
was enormous. VHSIC's enables one "super chip" to do the 
work of over one hundred ordinary chips, allowing for 
electronic miniaturisation in a host of weapon systems, 
ranging f i om walkie-talkies to jet fighter aircraft.52 
Such "super chips" are the key to the West's continued 
technological lead over the Soviet Union. She country that 
can build and deploy radar, missiles and other weapons with 
them, will have a major advantage on the electronic battle 
field of the future.55

So conclude, computer technolcgy remains the core of any 
effective military machine. Whoever has superior computer 
technology will have superior military capabilities - an 
advantage the US only narrowly enjoys over the Soviet 
Union.

"4
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US Government Knowledge of Military End Uses

A disturbing factor about the transfer of dual use 
technology to the Soviet Union is that since the early 
197C'e, successive US administrations have been aware of 
the military application of ostensibly civilian technology 
that has been sold to the Soviet Union.

Henry Kissinger was primarily responsible for brushing 
aside information that US exports to the Soviet Union’ had 
military potential and forcing US Government officials to 
approve the export of equipment with military potential. 
This equipment included high-powered computers, ball 
bearing and automobile technology.

At the time of the sale of US equipment to the Kama River 
truck plant in the early 1970's, >:■ Defence officials 
including the then Secretary of Defence, Melvin Laird, 
voiced concern that the Soviets might use the Central Asian 
truck plant, the largest in the world, to produce military 
equipment.54 European countries also voiced concern at the 
military potential of the plant.

Henry Kissinger sent a secret cable to US officials in 
Paris in an attempt to allay European fears, which stated : 
"Kama trucks are not tactical military vehicles with cross­
country capabilities. Some may ultimately be outfitted 
with front-wheel drive for muddy or icy environments. 
However, the trucks will not be equipped for deep fording 
or have other features typical of military models." The 
cable concluded that "We see little likelihood of diversion 
to military uses."55 Jwo years later, Kama'trucks appeared 
with Soviet troops in Bast Germany.

It has also been revealed that at least 19 of the 150 Kama 
related licences which the Commerce Department had



scrutinised did, in fact, contain "end use" clauses (i.e. 
had a military application) which in turn meant that the 
Nixon Administration approved support 'for the project with 
full knowledge that the Kama plant had a military 
potential.56

More recently in 1980, the .US Commerce Department actively, 
encouraged Ingersoll Sand Corp. to go ahead with a deal to 
"build an $8,5 million automated diesej. engine assembly line- 
system for the Kama plant,57 after it had been discovered 
that Kama trucks had been used in the invasion of 
Afghanistan in 1979.

Sometimes the US Government has openly acknowledged that 
they are aiding Soviet military production. A memo 
circulated in the Carter Administration, dated 3 February 
1977 and discussing the sale of a $6,1 million computer 
the US-builJ 211 truck factory, asserted : "Problem is 
a quarter of the 200 000 trucks produced annually goes 
the military, including 100 missile launchers. State and 
Commerce support approval, on ground that US Government, 
aware of (the plant's) military production, has licensed 
exports to It several times during the 1970's, that the 
number of missile launchers is small, and that the 
remaining trucks for the military are basically no 
different from heavy-duty civilian trucks."58

In a nutshell, the US State and Commerce Departments 
brushed aside the production of missile launchers as 
insignificant and de-emphasised the military significance 
of civilian trucks, which in the first place the Soviets 
are unable to manufacture themselves.

The most blatant export of dual use technology during the 
mid 1970's, which had a direct military application, was 
the $20 million sale of 164 Bryant Chucking grinder



machines to the Soviet Union in 1972. Previously the sale 
of these sophisticated machines had been halted by the US 
Administration, when the Soviet Union entered an order with 
the Bryant Chucking Company back in 1960 for 45 of these 
machines, At first, the sale of these machines was 
approved by the US Commerce and State Departments. Even 
the CIA approved the sale on the grounds that this 
technology was available elsewhere. Only the US Department 
of Defence objected to the sale on the grounds that the 
machines had virtually zero commercial o- civilian 
application, an'd that no comparable technology existed 
either in the Soviet Union or Western Europe.59

The sale was brought to the attention of the Senate Sub­
committee on Internal Security, chaired by Senator Dodd, 
which undertook an investigation into the transfer of the 
machines to the Soviet Union in 1961. Thirteen ball 
bearing experts testified to the Sub-Committee that 75 of 
the machines installed in the US at the time, provided the 
American military establishment with their entire 
production of sophisticated ball bearing components, and 
that no comparable machine existed elsewhere at the time.60

$he shipment of the machines was stopped at the last moment 
by President Kennedy, when Senators Dodd and Eastland saw 
the President personally with a copy of the findings of the 
Sub-Committee.

The reason why the Soviet Union was so desperate to acquire 
the ball bearing grinders was because the machines, capable 
of making precision ball bearings to a tolerance of 1:25 
millionth of an inch, are used to reduce the friction of 
moving parts in the guidance mechanism of a multiple, 
independently retargetable vehicle (MIRV) warhead, thereby 
enabling the missile to change direction rapidly in flight, 
and thus achieve sharper on-target accuracy.



Without this technology, the Soviets were unable to MIRV 
their inter-continental ballistic missile (ICBM) warheads, 
or increase the accuracy of their missiles, which 
effectively ensured US strategic superiority over the 
Soviets during the 1960's.

In 1972 the Soviet Union, which had still been unable to 
manufacture the equivalent of the bearing grinder machines, 
clinched a deal with the Bryant Chucking grinder company 
for 164 machines. In 1973, President Nixon and Henry 
Kissinger approved the sale, despite the obvious military 
application of the equipment. The consequences of the sale 
in military terms have been almost catastrophic for the US. 
In 1972, the Strategic Arms Limitation Talks (SALT) I 
Agreement did not limit the throw weight of ICBM's or the 
number of warheads allowed per missile, because US 
intelligence at the time had estimated that it would take 
the Soviet Union until the mid-1980's to match US MIRV 
technology and missile accuracy. As a result, SALT I was 
signed by the US in the confident belief that Soviet 
missile forces would remain inferior to US strategic forces 
for at least another decade. (It was this assumption which 
allowed the Soviets a massive advantage in land-based 
ICBM’s and in throw weight (i.e. payload) capability.) 
However, by 1971-, just two years after SALT was signed, the 
Soviets had tested their first MIRV'ed ICBM due to the 
acquisition of the Chuoking grinders, and were deploying 
them in 1977.6! In December 1978, the Soviet Union 
successfully tested its huge SS-18 ICBM with twelve nuclear 
independently targetable re-entry warheads, each capable of 
yielding an explosive force of one megaton.* On April 26
1979, an SS-18 ICBM was fired from the Baikonur Complex at

* 1 million tons of TNT



Syuratam on a flight to the Kamchatka Peninsula, which 
demonstrated Soviet capability of deploying 20 objects 
independently.62 In 1979. the Washington Star reported 
that these machines had improved the accuracy of the Soviet 
ICBM's to 600 ft65, which matched the accuracy of the 
Minuteam III ICBM, the backbone of America's land-based 
nuclear missile forces. By 1980, the Soviets had built an 
entire new generation of MIRV ed ICBM and medium-range 
ballistic missiles (MRBM), including the 88-17, 18, 19 and 
20.

Testifying before the Senate Armed Forces Committee in
1980, the then US Secretary of Defence Harold Brown, stated 
that by 1982/83, the US Minuteman III ICBM force would 
become vulnerable to a Soviet First Strike capability.64 
Today, military analysts believe that a Soviet nuclear 
first strike would effectively destroy 90% of America’s 
ageing ICBM land force. The multi-billion dollar MX-ICBM 
and Strategic Defence Initiative (SDI) programme is in 
direct response to the increased accuracy of Soviet ICBM's 
baaed on US technology. The sale of the Chucking grinders 
in the early 1970's is currently costing the US billions of 
dollars in the development of new weapon systems to counter 
the consequences of US technology transfers.

Scientific and Technical Agreements

One of the most important channels of technology transfers 
to the Soviet Union has been through a network of 
scientific exchange programmes set up between the US and 
the Soviet Union, which has helpeo. facilitate the transfer 
of critical technical data, often crucial in Soviet 
military development programmes.
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Indications are that the US may have unwittingly trained 
hundreds of Soviet military engineers and technicians 
through scientific, educational, technical and commercial 
exchange programmes.65

Visiting Soviet and Bast European technical and student 
delegations to the US generally consist of expert
scientists, many of whom are connected with classified work 
in their home countries. Soviet scientists and students 
studying in the US differ markedly from their US 
counterparts studying in the Soviet Union. In one way or 
another, they are connected with one or other Soviet 
Government department, which will debrief them on the 
outcome of their research work in the US once they return

Soviet-Bloc scientists v,ho come to the US to study aero 
hydrodynamic, cryogenic, optic, laser, computer, magnetic 
bubble computer memory, nuclear, micro-electronic and 
structural and electronic material technologies, will work 
on military-related programmes in these areas after their 
return home.66 Many of these scientists will have direct • 
contact with the Soviet military, and work, or have contact 
with, GRU (Soviet military intelligence) or the KGB.

Many Soviet scientists arrive in the US to study areas 
which are currently on the US military critical 
technologies list. This is partly due to US Government 
programmes, such as the US graduate student/young faculty 
programme of the International Research and Exchange Board 
(IRBX), whose proposals according to the CIA have been 
completely unacceptable in terms of prospective technology 
loss.67 Between January 1980 and June 1981, the State 
Department granted visas to 450 Soviet scientists and 
technicians to attend conferences or to study such topics 
as lasers, optics, high energy physics and computer 
software in the US.



The technological know £vv-acquired by the Soviet Union 
through these soientifi. exchange agreemsnte have "been 
extensive and varied. For- -'sample, a team of forty Soviet 
specialists visited and studied production processes at 
Boeing, Lockheed and MoDonnel-Douglaa plants and gained the 
necessary knowledge for the production of wide-bodied jet 
aircraft - critical for large transport aeroplanes and the 
deployment of air-launched cruise missiles.

Swindell-Dress Company, a division of Pullman Inc., trained 
about 400 Soviet engineers in Pittsburgh in the early 
seventies, who are currently the key personnel at the Kama 
River truck plant.

Gould Laboratories Materials Technology, a division of 
Gould Inc., trained 36 Soviet experts in Cleveland for a 
period of a year in areas of metallurgy, polymetric 
chemistry, electro-chemistry, mechanical engineering and 
fluid flow physics.68

Sometimes student exchange programmes between the two super 
powers has bordered on the absurd. In 1976, for example, a 
Soviet scientist named S.A. Gubin, managed to take part in 
an American development project for fuel-air explosives, a 
large-blaet weapons system. His professor was a consultant 
to the US Navy on secret explosive devices. After 
concluding his study in the US, Gubin returned to the 
Soviet Onion to continue his research - this time for the 
Soviet military.69

In the late 1960's, Soviet military research scientists 
were allowed to study at the Massachussets Institute for 
Technology (MIT), where they were permitted to tour plants 
where the latest technology was being utilised in sensitive 
national defence projects. While these Soviet scientists 
worked at MIT, they established contact with US firms in



the Boston City area who were known for their work in 
inertial guidance technology - critical for missile on- 
target accuracy. According to Major-General George Keegan 
Jr., Former Het-d of US Air Force Intelligence: "The Soviet 
Union has acquired through bi-lateral scientific exchanges 
all of our inertial guidarce technology."70

A team of Soviet scientists that were shown around a 
factory of Boeing Aircraft Corp. wore special rubber-soled 
shoes designed by the KGB to pick up metal aircraft 
splinters off the floor for analysis back in the Soviet.
Union.71

In August 1967, the US Commerce and State Departments 
allowed Anatoliy K. Kochev, a top researcher in missile 
technology, and Scientific Member of the Leningrad 
Polytechnical Institute, Imeni M.I. Kalina, to study 
construction methods of equipment to measure small 
accelerations and displacements (i.e. the manufacture of 
accelerometers) at the Catholic University in Washington.

According to Dr Miles Costick, the accelerometer is an 
intricate device wnich measures the pull of gravity on any 
vehicle such as missiles or a space-orbiting vehicle. It 
is perhaps the most important part of any guidance system 
which leads a nuclear warhead to its target. Ironically, 
the Leningrad Polytechnical Institute was the principal 
Soviet research and development institution conducting 
research in accelerometer technology and was already 
producing the first Soviet accelerometers under laboratory 
conditions for Soviet missiles, while Kochev was one of the 
principal researchers in that project.72 In the late 
1970's, a Cuban General, affiliated with the Cuban 
Intelligence Services (DGI), was brought to study data 
relating to electronic mine field applioetions at MIT.
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As mentioned briefly in chapter 3, Soviet scientists are 
making a .concerted effort to study the very latest space 
age technologies being develo"" at US research institutes, 
which may not have reached th, .'ilitary applications phase 
yet. These include magnetic bu'.A;Le memory technology for 
the new fifth generation of super computers, genetic 
engineering, fracture mechanics and super plasticity.73

Already under an agreement between the US and the Hungarian 
Academies of Science, Hungarian scientists are studying 
magnetic bubble research at leading US univesitls.s.74 Most 
intelligence analysts concur that this research will 
eventually filter back to the Soviet Union.

For nearly two decades, the Soviets have had almost 
unlimited access to the most advanced research facilities 
in the US, enabling them to keep a finger on emerging 
.technologies, which may have a quantum impact on Soviet 
military development. Scientific and technical agreements 
between the US and the Soviet Union have clearly been a 
one-way street for the Soviets, to the detriment of US and 
Western national security interests.

Soviet Acquisition of US Military Technology

Leaving aside "dual use technology", the impact that US 
military technology has had on the development of Soviet 
military power has been substantial. This Is due to the 
Soviets having gone to considerable lengths to illegally 
acquire whole military systems, technical blueprints of 
weapon systems, and sub-components of military systems from 
the US which can be directly integrated into the Soviet 
military machine.



According to the very latest US -Intelligence reports, about 
50# of more than 30 000 pieces of Weotern hardware and 
about 2C’' j of over 400 000 techn' cal documents collected 
worldwide (in response to the Soviet Union’s tenth five 
year plan 1976-80) were used to improve the technical 
performance of very large numbers of Soviet military 
equipment and weapon systems.

Most importantly, about 60% of that portion of document and 
hardware acquisitions considered to be the most significant 
to the Soviets (approximately 5-10# of the total) was of US 
origin.75

Over 6000 pieces of Western equipment went to the Soviet 
electronics industry and a further 1500 pieces to 
communications - both considered the two most important 
defence industries in the Soviet Union.76

US Defence officials recently stated that more than 150 
major Soviet weapons systems contain US technology (most of 
it stolen), and that illegally-acquired Western technology 
accounts for more than 70# of new military developments in 
the WARSAW Pact.77 (See Appendix IX, Major Soviet Weapon 
Systems, that havti Benefitted or Will Benefit from Western 
Technology, p. 281.)

Below is a selection of critical US and European 
technologies that have been acquired and the impact they 
have had on the development of major Soviet woapon systems.

* A US Government Accounting Office report stated that a 
French firm producing integrated circuits for missile 
guidance and fire (targeting) control under American 
licence, sent Poland a whole turnkey plant manufacturing 
the same circuits ussd in the US Minuteman ICBM. The 
technolog)' would ultimately find its way to the Soviet 
Union.



* A new Soviet eea-launched cruise missile (SLCM) has 
been dubbed the "Tomahawski" in Western military circles, 
because of its resemblance to the US Tomahawk S1GM missile.
A Business Week article in April 1983 revealed that the 
Soviets had pirated from the US the manufacturing 
technology used in the Soviet SSN-19 cruise missile's 
turbo-far. engine and a compact computer-controlled radar 
guidance system filled with semi-conductor chips so 
advanced that their origin could only have come from the 
US. 78

It was known in the late 1970's that the Soviet Union had 
been actively trying to obtain the small, high-efficiency, 
26 inch sleek turbo-fan engine currently used in the US Air 
Force's Boeing air-launched cruise missile (ALCM) and the 
US Navy's general dynamics Tomahawk cruise missiles, but 
had failed to acquire the manufacturing know-how for the 
engine through Poland and Rumania.79

* The Soviets obtained the RB-211 engine, used to power 
wide-bodied jets, and well-suited for long-range bombers. 
The jet engine was developed on a $300 million US 
Government research and development grant to the US 
Lockheed Aircraft Corporation.

* The Austrian firm, Gesellschaft fur Fertigung Technlk 
und Maschinen Bau (GFM Corp.) of Steyr, is the world's 
principal builder of precision rotary-forging equipment, an 
exceptionally efficient machine for producing high-quality 
arti.llery tubes. The Soviets have been one of the firm's 
principal customers for almost two decades, purchasing 
probably hundreds of millions of dollars worth of this 
equipment.

T>eae machines can radically increase production rates of 
gun tubes, while simultaneously producing higher quality



barrels for greater rates of fire and higher muzzle 
velocity. As a result of these purchases, the Soviet Union 
probably has the greatest gun-barrel manufacturing 
capability in the world.80 G-PM equipment has been used to 
produce gun-barrels for the Soviet Union's $72 main bavtle 
tank and several of its naval warships. The smooth-bore 
barrels, which Soviet industry had been unable to 
manufacture on its own, are capable of piercing the latest 
armour shields developed by NATO. Ironically, the same GFM 
equipment is being used to manufacture the gun-barrel of 
the new US Abrams main battle tank.81

* A secret Commerce Department document stated that US- 
made laser systems have found their way to the Soviet 
Union.82 The most important illegal acquisition of US 
technology for laser beam research was made when the 
Soviets purchased more than 50 water-cooled precision 
optical mirrors from Spawr Optical Research, Inc. in 
California. Sending the mirrors through a freight company 
in Zurich, Switzerland, the US firm completed false export 
declarations concerning the contents of the crates destined 
for the Soviet Union.

These laser mirrors have first and foremost a military 
application. Placed in space on orbiting space platforms, 
they can be used in conjunction with ground-based high- 
energy weapons to propagate laser beams onto US 
intelligence satellites, and in the future destroy US ICBM 
missiles in their launch path in times of war.

Ironically, the Commerce Department's bureau on East-Xest 
trade in fact encouraged Spawr Optical Research Inc.to look 
at the Soviet market for "fantastic" marketing 
opportunities.85 Later, defending the Commerce 
Department's role in the sale of the laser mirrors, Don 
Purtado, Depucy Under-Secretary of Commerce for Trade



Administration, stated that the illegal diversion was 
"probably le?s significant than one might think."84

Nevertheless, the Spawr optical mirrort sold to Moscow were 
identical to these purchased "by the US Air Force Weapons' 
Laboratory for laser weapons testing,85 and according to 
Colonel Bob Francis, Commander of the US Air Force Space 
Technology Centre, the mirrore saved the Soviets 100 man- 
years in research and development.86

* The Soviet Union has the world's largest oceanographic 
fleet, consisting of foreign-built ships equipped with some 
of the most modern Western-manufactured equipment, which 
will help support the development of Soviet anti-submarine 
warfare systems against the West.

* The Soviet navigational system called Glonass, has been 
nicknamed "Navstarski" in the West for its resemblance to 
the US Havy Favstar programme. Used for global 
communication between Soviet ships and submarines and 
Soviet command headquarters, documents submitted in Geneva 
reveal that the Soviet satellites not only possess orbital 
parameters vitually identical to those of the US Navstar 
space satellites, but also transmit on the same frequencies 
(140 and 400 megahertz).87

* Using documentation on the US F-18 Hornet jet fighter, 
the Soviets estimate that their aviation and radar 
industries saved some 5 years in research and development, 
and $55 million (in 1980 monetary terms) to develop the new 
"look down, shoot down" engagement radars for their latest 
generation of jet fighters,88 including the MIG 25 Foxbat, 
MIG 27 and MIG 29 Fulcrum aircraft.

Furthermore, using FI 4 and FI 5 documentation, the Soviets 
are designing from scratch a new radar-guided air to air



missile.89 The F-14 Tomcat jet fighter has the most 
sophisticated on-board avionics air to air missile system 
in the world. Known as Phoenix, it ia capable of engaging 
14 enemy targets simultaneously. The new Soviet air to air 
missile will obviously incorporate the most advanced 
features of the US Phoenix missile system.

* Titanium technology, used to build the US Atlas missile, 
and "plasticity" technology, which is used on the cone of 
US missiles, was obtained by the Soviets either through 
peaceful trade or third parties, i.e. sold to Prance and 
then in turn re-exported to the Soviet Union.

* Finnish equipment was installed on the Ivan Rogov, a new 
type of amphibious warship that carries both helicopters 
and high-speed air-cushioned landing craft, and is capable 
of disembarking 550 naval infantrymen to any corner of the 
globe.90

* Through the acquisition of advanced welding machine 
tooling equipment used for cutting titanium in the US 
Apollo space programme, and Western titanium alloys and 
furnaces for producing titanium plate, the Soviets were 
able to construct the titanium-plated hulls of their latest 
veneration of nuclear submarines.91 This has enabled the 
w w  Soviet Alpha attack submarine and the 27 000 ton giant 
Typhoon nuclear submarine to withstand far greater deep sea 
pressures than the most advanced US submarines.

* When the Shah’s Government collapsed in 1979, it is 
believed that the Soviet KGB had access to $10 billion 
worth of the most sophisticated weaponry in the US armoury. 
This included one of the most advanced naval ports in the 
world at Bandas Abbar, and the F-14 Tomcat Jet fighter and 
its Phoenix missile system. "I think the Soviets got 
everything small and removeable", declared Edward Luttwak,
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a senior Fellow at the Centre for Strategic and 
International Studies at Georgetown University.92

Commenting on the loss of F-14 technology to the Soviet 
Union, Vice-Admiral Wesley 1. McDonald, Deputy Chief of the 
US naval operations for air warfare, stated that "the F-14 
is the only aircraft in our inventory capable of 
successfully engaging the Soviet backfire bomber.93 The 
collapse of Iran represented the largest single haul of 
Western weaponry by the Soviet Union since World War II.

* Soviet naval listening buoys, copied from advanced US 
technology, have been discovered me.iiitoring the new US 
Trident submarine along the American coasts. A buoy, 
washed up on the US beach, startled Pentagon officials when 
they discovered on opening it up, that the computer and 
semi-conductor components were identical to those produced 
by the R&nd Corporation of America and Texas Instruments, 
and lagged only 3 years behind similar US technology. US 
Secretary of Defence, Caspar Weinberger, in a speech to the 
National Conference of Editorial Wn'ters, said that the 
buoy's micro-electronics were made in the Soviet Union, but 
were an exact replica of those made in the US.94 
Previously, Soviet buoys incorporated outdated Western 
technology of the 1960's.

* The Soviet 38-18 ICBM is guided by a US micro-processor 
(chip) which was stolen by Soviet agents from an American 
trade fair exhibit.95

* The 88-20 multi-megaton medium range ballistic missile 
(MRBM) could very well have a "made in the West” tag 
attached to it. The mobile launcher for the 88-20 was 
designed on IBM computers from Hew York, using software 
from MIT. The nose cones of the 88-20's are tipped with a 
carbon-fibre heat shield, developed in the US,96 while the



three nuclear warheads of each 88-20 will he guided to 
targets by a gyroscope system, constructed with the help of 
micro-circuitry developed by the US.

* The striking similarities between the US Minuteman ICBM 
Silo and the Soviet 88-15 silo, very likely resulted from 
the acquisition of US documents which helped speed up the 
deployment of the first Soviet solid-propellent ICBM.97

* Uhe sale of two massive dry docks, one by Japan in 1978 
and the other by Sweden three years later, were immediately 
diverted to the Soviet Pacific and Northern naval fleets. 
They are capable of repairing and servicing the most 
advanced Soviet ships, including the new Kiev class/V/ Stol 
aircraft carriers, and the giant new Soviet aircraft 
carriers displacing 60-80 000 tons that are due for service 
in 1987.

* Soviet military aircraft designers have openly ordered, 
and usually received, documents on Western aircraft. These 
included plans and drawings for the US C-54 Galaxy 
transport aeroplane, which contributed to the development 
of a new Soviet strategic military cargo aeroplane 
codenamed the Condor, The Soviet 11-76 candid transport 
aeroplane resembles the C-141 US Hercules, while the 11-86 
Soviet transport aeroplane looks much like the Boeing 
747.98

* The Sukhoi 15 Flagon-standard Soviet B-52 jet fighter 
interceptor that was used to shoot down the Korean airliner 
in 1985, incorporates US technology in its weapon systems. 
Its missile systems are dependent on US microchip 
technology. Its Atoll air-to-air missile armaments are 
closely modelled on the US sidewinder air to air missile, 
while the latest version of the SU-15 is equipped with 
Foxfire radar, which is a copy of a US radar system.



* Updated computers In the MIG 29 Fulcrum jet fighter are 
based on technical drawings obtained illicitly from 
American contractors.

* Sophisticated laser range finders on Soviet tanks are 
carbon copies of US devices, while precision transmission 
gears for heavy lift helicopters are forged on US-made 
machine tools in the Soviet Union.99

* The Soviet Y ("Yankee")-class nuclear submarine is 
copied from the US Polaris-nuclear submarine, with plans 
obtained through the massive Soviet espionage programme in 
Britain.100

* The AN-72 short take-off and landing cargo aeroplane is
almost identical to the Boeing-built YC-14, using the same 
aerodynamic design. The Soviet version flew just 16 months 
after the first US aeroplane took off.101

* The Soviets have acquired US aircraft carrier catapult
equipment for their new generation of aircraft carriers 102

* The French firm, Turbomeoa, is to offer its advanced
turboshaft engines for use in Soviet Mil-8 helicopters.10?

* On June 20 1977, the Argonne National Laboratory of the 
US Energy Research and Development Agency delivered a forty 
ton super-conducting magnetic system to the USSR Academy of 
Sciences, to be used for research in magneto-
hydrodynamios.104 Magnetohydrodynamio technology is the
key component for the discharge of pulsed particle beams in 
military laser systems, which is receiving top research 
priority by the Soviet military establishment.



* Finally, over the paet ten years, the Soviets have 
virtually completed their entire building construction 
programme for the manufacture of military micro-electronic 
components. More than 2500 pieces of major Western 
controlled and uncontrolled micro-electronics fabrication 
were acquired, covering the entire spectrum of 
manufacturing operations.105

She legal and illegal purchases of high-technology micro­
electronics equipment has enabled the Soviets to build 
their own military micro-electronics industry in a 
remarkably short time. This acquired capability is the 
critical basis for the current enhancement of Soviet 
military systems and for their continuing sophistication. 
Micro-electronics are the core components of every modern 
weapons system and is the key technology for the emerging 
era of electronic warfare.

The Soviet Union also relies on the importation of rons of 
eleotronics-grade silicon from the West, needed for 
integrated circuits for both military and civilian uses. 
According to the CIA, Western technology has enabled the 
Soviets to narrow the micro-electronics technological gap 
vis-a-vis the West from 10 to 12 years in 1975 to 
approximately 4 to 6 years today, and the gap is still 
narrowing. The US Department of Defence has stated that 
without the transfusion of US technological (micro­
electronics) techniques, Soviet capabilities almost 
certainly would have remained at the 10 to 12 year gap of 
the 1965 era.106

"Reverse engineering" also plays a key role in enhancing 
Soviet military weapon systems, where the Soviets obtain 
blueprints of US military systems and then duplicats them, 
The famous Strella Sam-7 surface to air missile used by 
the Communists in Vietnam, was reverse engineered from the



US Red Bye missile, obtained by Moscow through a
Scandinavian country.107

Soviet copying and reverse engineering of Western military 
and dual use equipment are major characteristics of the 
Soviet acquisition programme, which the CIA believe is of 
more immediate value to the Soviets (in the military field) 
than acquisitions of "technology" in quantity.108

Soviet acquisitions of Western technical data for the
purposes of duplication have included blueprints of :

(a) the French Mirage 2000 je-t fighter
(b) the US F-18 Hornet fighter aircraft
(c) US Honeywell laser gyroscopes used in missiles
(d) NATO's multi-role combat aircraft, Tornado
(e) t h i i  West German, Leopard I, main battle tank
(f) US-made Thompson radar and electronic counter 

measures systems
(g) the iranoo-German Milan anti-tank missile
(h) the ultra-sophisticated US early warning airborne 

warning and control system (AWACS) spy and 
surveillance aeroplane.

Nevertheless, the CIA warns that the Soviets will find it 
increasingly difficult to reverse engineer increasingly 
sophisticated military weapon systems, because of the 
sophisticated nature of specialised manufacture technology 
needed to duplicate the military weapons. As a result, 
Soviet acquisition of Western military hardware is geared 
increasingly towards obtaining the necessary technical data 
and machines necessary to manufacture weapon systems, i.e. 
micro-electronics.



Closing the Technology Gap

The consequences of this sustained transfer of Western 
military and dual use technology to ■che Soviet Union has 
been a rapidly narrowing gap between the performance of 
Western and Soviet weapon systems. Shis trend holds wide- 
ranging ramifications for US national security, which has 
always opted fir qualitative superiority to offset the 
quantitative superiority the Soviet Union currently enjoys 
in almost every category of nuclear and non-nuclear weapon 
systems, vis-a-vis the US.

A US Defence Department report, comparing US and Soviet 
standing in basic technologies .in 1984, rated the US 
superior in 15 out of 20 areas deemed most important to 
military application. In five areas, the Soviets were 
judged to be equal: in directed energy (laser weapons
technology), conventional and nuclear warhead technology, 
aero and fluid dynamic and mobile power sources»109

The US was rated superior in computers and software, 
genetic engineering, automated control technology, 
propulsion for aero-space and ground vehicles, robotics and 
machine intelligence, signal processing, signature 
reduction (stealth technology), telecommunications 
including fibre optics, micro-electronics and integrated 
circuit manufacturing. The US was also rated superior, but 
with a diminishing lead in electro-optical and infra-red 
sensors, guidance and navigation technology, materials and 
ceramic coatings, optics, radar sensors and submarine 
silencing.110

However, out of 31 major weapon systems studied, the US was 
rated superior in only fourteen, thirteen were equal and 
the Soviets rated superior in four, including ballistic



missile defence, anti-satellite systems, surface to air 
missiles, and chemical and "biological warfare.111

These figures which originated from the CIA, may have de­
emphasised Soviet military advances. In 1977, Major-
General George Keegan, then US Head of Air Force 
Intelligence, revealed that the Soviet Union was already in 
an advanced stage of developing particle beam warfare
weapon systems on ground and in space, and that the Soviets 
were a decade ahead of the US in this critical field of 
weapons research.112

In 1980, Miles Costick and Jack Vorona, the Director of 
Scientific and Technical Information for the Defence 
Intelligence Agency, estimated that the Soviets were
clearly superior in the following critical areas of 
military technology: titanium fabrication; anti-ballistic
missile battle management; ICBM "cold launch" technology 
(the ability to re-use missile silos); command control 
communications; counter measures and intelligence; air 
defence missiles; anti-ship missiles; armoured battle 
vehicles; artillery/rocket launchers; chemical and 
biological warfare; mobile ballistic missile systems; ICBM 
payloads and yield (megaton equivalence)"' -and 
magnetohydrodynamio power.113

In 1985, the CIA acknowledged that in materials, explosives 
and sensor technologies applicable to deployed tactical 
forces such as tanks, artillery, and anti-tank and surface 
to air missiles, the Soviet Union is roughly equal to or 
slightly better than the West. 114. Much of the above gains 
were made due to the transfer of US and Western technology.

According to the 1986 edition of the authoritative James' 
All the World's Aircraft, the latest generation of Soviet 
jet fighters are at least equal to their US counterparts. 
Quoting US intelligence sources, the editor, John Taylor,



stated that Soviet jets are rated as having superior radar, 
air to air missiles and more powerful engines than those of 
their US counterparts. These innovations come from secrets 
stolen by Soviet spies from US defence companies.

The Soviet AN-124 Condor transport aeroplane has 55% more 
carrying capacity than the US C-5 Galaxy. The new MI-28 
attack helicopter, Havoc, matches the US army's Apache, 
while the West has no answer to the Soviets' new air to air 
combat helicopter, code-named Hokvtn. The Sukhoi 27 Flanker 
is a Mach 2■3 twin engine fighter, which is touted to match 
the US F-15 Eagle, while the MIG 29 Fulcrum and the 
experimental MIG 31, Foxhound, rivals any jet in the West.

Soviet n- i technological developments have been equally 
startling. The Soviet alpha nuclear attack submarine can
outrun the fastest US naval ships and submarines, while the 
27 000 ton giant Typhoon submarine is regarded by most
weapons' experts as the deadliest single weapons system in 
the world. Twin hulls, separated by a water cushion, makes 
it practically invulnerable to attacks by conventional 
torpedoes. Powered by a double nuclear reactor, it is
powerful enough to erase through the arctic ice. Armed 
with twenty SSM-20 submarine-launched ballistic missiles 
(SLBM's), each tipped with twelve atomic warheads with a 
range of 8300 km, the Typhoon can sit on the ocean floor 
for months on snd.115 The underwater performance of these 
new submarines has been largely due to the transfer of 
titanium fabrication technology and related alloys from 
Western countries to the Soviet Union.

Richard M. Perle, the Assistant Secretary of Defence for 
International Security Policy, stated on BBC television 
that "We're literally exporting to the Soviets the 
equipment with which they are - then arming against the 
US."116

It has been estimated that through technology transfers, 
the Soviet Union has reduced the technological gap with the



Saved the Soviets hundreds of millions of dollars 
research and development costs, as well as years 
research and development lead time.

West from 10-15 years in the late 19601s to less than three 
years in the mid-eighties. Hot only have the Soviets 
successfully managed to close the technological gap with 
the US, "but they have also managed to save millions of 
dollars in research ,_and development costs through the
acquisition of Westerri' technology. Miles Costick has
estimated that the Soviet/Union saved over $100 billion in 
research and development during the 1970's.117 In 1980 
alone, Western technology saved the Soviets several tens of 
thousands of man-years in scientific military research. US
technology ' transfers help release large amounts of
scientific manpower find financial resources to other 
critical sectors of the Soviet war economy.

The CIA concludes that the Soviet acquisition of Western 
technology has :

Modernised critical sectors of their military industry 
and reduced engineering risks by following or copying 
proven Western designs, thereby limiting the risk in 
their own military production costs.

Achieved greater weapons performance than if they had 
had to rely solely on their own technology.

Incorporated counter-measures to Western weapons 
systems early in the development of their own weapon 
programmes. 118

The most import.--' point the CIA stresses is that while it 
is difficult t • -htify, it is clear that the Western 
military expenditures needed to overcome or defend against



the Soviet military capabilities derived from the 
acquisition of Western technology, far outweigh the Viest's 
earnings from the legal sales of its equipment and 
technology to the Soviet Union.

This point is one which la often ignored by most Bast-West 
trade analysts. US technology transfers to the Soviet 
Union have resulted in some weapon systems becoming 
virtually obsolete before they ever rvll off the assembly 
line. This is true for the Abrams I main battle tank, 
which has to be radically modified because of the Dresser 
sale. She Soviet acquisition of "look down, shoot down" 
radar systems from the US threatens the ageing US B52 
strategic 'bomber fleet and the new subsonic air-launched 
and sea-launched cruise missile systems.

lEhe $50-100 billion MX-ICBM development programme and 
President Reagan's multi-billion SDI programme are in 
direct response to the deployment of a new generation of 
Soviet ICBM weapon systems, which relied heavily on Western 
technology for their development.

The Deputy Assistant Secretary of Defence, Stephen Bryen, 
testified to Congresa on April 14 1982, that "In one area 
alone, communications switching, the cost of matching what 
the Soviets have done with American technology appears to 
amount to tens of billions of dollars."119

Ironically, the US is spending over $300 billion a year on 
defence against an adversary which is being sustained on US 
technology and financial hand-outs.



Future Acquisition Trends

Looking forward at the next five to ten years, it will be 
important for the Soviet Union to improve their 
manufacturing capability to produce modern weapon systems. 
Although the Soviets have managed to close the 
technological gap in many key military areas, the US still 
holds a commanding and increasing lead in fields such as 
automated production and control, telecommunications, 
electro-optics and genetic engineering. The increasing 
sophistication of military systems is making the 
manufacturing technique of "reve/ee engineering" 
increasingly more difficult to sustain, so the Soviet Union 
will want the manufacturing capability to produce 
sophisticated weapon systems.

As a result, areas of technology that Soviet acquisition 
programmes will focus on will include micro-electronics, 
computers and signal processing. The Soviet Union will 
also be stepping up its efforts to acquire new and emerging 
technologies, such as very high speed integrated circuits 
(VHSIC) and very large scale integration (VLSI) technology 
from Western universities and commercial laboratories, for 
both military and commercial applications.120

The Soviets will also make a considerable effort to 
acquire, in particular, advanced Western electro-optical 
seeker and sensor technology related to tactical or "smart" 
weaponsl 21, which include cruise missiles, hand-held anti­
tank and anti-aircraft missiles and miniaturised ICBM 
weapon systems. The Soviets lag behind the West in their 
ability to miniaturise manufactured components of military 
hardware into small, but highly effective weapon systems 
that require little maintenance back-up in the operational 
field.

Other areas of high-technology the Soviets will make 
considerable efforts to acquire, is acoustic sensor 
technology to improve their anti-submarine warfare



capabilities, particularly technology that is applicable tr 
the development of large towed aoouotic arrays that would 
assist in the location of Western submarines in rpen 
waters.

The Soviet Union also lags significantly behind the West in 
precision submarine navigation, especially -in the 
development of submarine inertial navigation systems, 
critical for the development of long-range cruise missiles 
for land attack.

The Soviets will want to expand their micro-electronic 
material base to support the continued expansion of 
integrated circuit production. In this regard, the Soviet 
Union is seeking Western help to build two to three poly­
silicon plants that will double current Soviet capacity of 
integrated circuit production for military application.122

Finally, the Soviets will attempt to plug into the latest 
developments surrounding the US SDI programme, so as to 
refine its own particle beam warfare and ABM programmes. 
The Soviets will also want to acquire emerging US 
technology related to electro-magnetic warfare, especially

counter measures to neutralise the effects of exploding 
nuclear warheads on electric circuits in computers and 
telecommunication systems.

To conclude, most, of the technology used in the Soviet 
military build-up since 1972 originated from equipment and 
expertise bought or stolen from the United States. Through 
the transfer, of high technology, the US and the West have 
enhanced Soviet capability to ;

(a) make its borders and air space almost impenetrable;
(b) destroy US strategic land forces in a surprise nuclear 

first strike attack;
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(c) neutralise major Western weapon systems; and
(d) generate rtew offensive systems of its own.

In his three volume series on technology transfers to the 
Soviet Union, Antony Sutton estimated that 90% of the 
advanced technology needed by the Soviets to pursue their 
military goals had come from the US and its NATO Allies. 
Since this assessment was made in the late 1960's, the 
situation has not changed. Every single major Soviet 
weapons system produced since 1970 incorporates Western 
technology in its component and production features. 
Soviet technical gains which were impressive in the 1970’s 
and 1980's, can only be attributed to a corresponding 
increase in technological transfers that flowed to the 
Soviet Union after the dawning of detente between that 
country and the US in the mid-1960's.

to the US Senate on April 1? 1982, Senator
William Armstrong effectively summed up the impact that 
Western technology transfers have had on the Soviet Union's 
military capability. "In the last ten years alone, the US 
and other Western nations have sold to the Soviet Union and 
its satellites more than $50 billion worth of sophisticated 
technical equipment the Communists could not produce 
themselves. This equipment has "been used to produce 
nuclear missiles, tanks and armoured care, military and 
control systems, spy satellites and air defence radars. In 
addition, the Soviets have been able to purchase entire 
factories, designed and built by Western engineers and 
financed in large by US and West European banks. Much of 
the production of these factories is devoted to the 
manufacture of military transport, ammunition and other 
logistical items for the Soviet war machine.11123

It is difficult to overstate the extent to which the West 
has contributed to the Soviet military threat that now



endangers the Free World. It is a fact which most Western 
policy makers have simply not considered, or have chosen to 
ignore in their dealings with the Soviet Union over the 
past two decades. The question that must be asked, and 
which will be discussed fully in the final chapter, is that 
if detente has failed to ameliorate Soviet behaviour and 
has instead sustained a hostile and expanding global power, 
why do certain sectors of the US Bstalishment continue so 
vigorously to promote trade wibh the Soviet Union?
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CHAPTER 5 : SOVIET ACQUISITION PROGRAMME OF US TECHNOLOGY

In accordance with Article 6 of the Soviet Constitution of 
1977, the Communist Party of the Soviet Union (CPSU) is 
"the force that dirActs and orientates Soviet society ... 
It defines the general nature of the development of that 
society." As the chief decision making instrument of the 
Soviet Union, the Central Committee of the CPSU initiates 
and guides policy implementations through its individual 
departments and commissions. Henri Regnard, an experienced 
French counter-intelligence expert, states that it is the 
Central Comzaittee that defines policy in the spheres of 
science and technology.1

Due to the importance attached by the Soviets bo the 
"scientific/technological revolution", the Soviet effort 
today to acquire and assimilate US technology is massive, 
well-planned and well coordinated. It is a national level 
programme which is accorded the highest priority by the 
CPSU and its various sub-departments. This acquisition 
programme accords top priority to the needs of V.-& military 
establishment and its related industries.

The Acquisition Structure

The Soviets have developed a highly complex, bureaucratic 
structure, where various departments are assigned a 
particular task relating to the acquisition of Western 
technology, but nevertheless tend to overlap and complement 
each other in various areas of work. These departments 
include the Military Industrial Commission (VPK), the 
Soviet State Committee for Science and Technology (GKNT) , 
the KGB, Soviet Military Intelligence (GRU), the Soviet 
Ministry of Foreign Trade, the Soviet Academy of Sciences 
and the State Committee for Foreign Relations. (See



Appendix X, Key Organisations Involved in the Acquisition 
of Western Technology, p. 285•) The structures of these 
departments, and the tasks assigned* to them, are discussed 
in greater depth below.

1. The Military Industrial Commission■ The VPK ("Voyenno 
Promychlennaya Kommisstya") is considered to be the 
"brains" behind the Soviet acquisition programme of 
Western technology. Headed by Leonid Smirnov, one of 
the vice-chairmen of the Presidium of the Council of 
Ministers, and assisted by Nikolai Stroyen and the 
Director of the Secretariat, the VPK is a small but 
powerful group - probably more powerful than the KGB - 
whose membership includes the twelve top executives of 
the most important Soviet defence manufacturing 
ministries.

The VPK has been likened to a giant switchboard, where 
the lines of supply and demand meet to cater for the 
needs of the Soviet military/industrial complex. It 
provides technical direction to the Soviet acquisition 
programme and determines which areas of Soviet science 
and technology need Western technology. It has 
primarily a military function, coordinating 
developments between its chief customer, the Ministry 
of Defence, and the key military suppliers, the twelve 
industrial ministers. As the expediter for weapons 
development projects, the VPK is the principal Soviet 
instrument for eliminating or circumventing the 
inefficiences characteristic of the Soviet economic 
system.2

Bach year, the officials of the twelve defence 
manufacturing industries compose lists of very 
specific requests for Western technologies. These 
requests are controlled and processed by a highly



trained scientific and technical advisory group 
attaches to each ministry, known as the Central 
Organisation of Special Technical Services (TS0S2S : 
"leentralnaya Ostraalevaya Spetsialnaya
Eekhnttcheskaya"), which in turn is made up of 
Directors of the Special Technical Services (SIS s 
Spestsialnaya Tekhnitcheskaya Sluzba"), a specialist 
technicaldepartment within the VPK. (See Appendix 
XI, VPK Structure, p.286.) Intelligence analysts 
believe that SIS falls under the control of the KGB.5 
The most important requests for specific technology 
items are passed on to the VPK, which instructs the 
other Soviet collecting agencies through their various 
■established networks to obtain the necessary 
technology.

Analysts of reliable data indicate that in the VPK 
programme, the Soviet intelligence services and their 
East European surrogates are the collectors most often 
tasked to acquire illegal technology and the most 
successful,4 while the collection of technology not 
subject to export controls by Western countries is 
left to the GXNT and the Soviet Ministry of Foreign 
Trade. However, this is not necessarily a hard and 
fast rule, as the dividing lines often tend to blur 
between the different collecting agencies. According 
to a former Soviet intelligence officer, there is 
intense competition between the Intelligence services 
to acquire Western technology needed for weapons 
development programmes.5

All incoming technologies and daua obtained by the 
five collecting agencies are sent to the twelve Soviet 
ministries within the VPK for application into their 
weapons development programmes. The exploitation, of 
this technology is again carefully controlled and



processed by the SES. However, items of special 
information are first sent to what is known as the 
"technical centre" within the National Institute for 
Interagency Information (VIMI - "Vsesdyouzny Instltut 
Mezhotrasceroy Informateiy) , headed by Valentin Erin.

According t' Henri Regnard, this technical centre 
serves as the system's drive belt. She centre 
processes special information sent to it, studies 
their relative merit and, interest and f..ly then passes 
the information along to the minlstri | within the 
VPK that are ma®* " •’'x*0 use/it. It also controls
the decieionti :̂ e SIS to engage in research
and test studio -unction of the estimate of the
value of the informa-cWn acquired.6

The "technical centre", in conjunction with the 
Central Organisations of the SIS, (1S0STS), puts 
together yearly a ’'work verification plan" to monitor 
each of the dozen ministries of the VPK. Monthly 
evaluations are forwarded by each SIS to the technical 
centre.7

In turn, the VPK itself each year publishes a report 
based on the evaluation of each ministry. The report 
assesses the numbers of toohnical documents and 
technology items obtained, and the number of priority 
requirements satisfied. Shis report is then sent to 
the Chairman of the Presidium of the Council of 
Ministers, and to the Central Committee of the CPSU, 
while copies are sent to the other collection 
agencies.

She VPK, through various collection channels, 
primarily seeks one-of-a-kind military and dual use 
hardware, blueprints, product samples and test



equipment to improve the technical levels and 
performance of Soviet weapons, military equipment and 
defence manufacturing equipment.8

In the late 1970's alone, it has been estimated by the 
CIA that the VPK reserved $1,4 billion each year for 
purchases of Western hardware and technical documents. 
Prices paid for technical documents are considerable, 
for example, documents on the US shuttle orbiter 
control system and high-energy laser developments can 
fetch up to $140 000.00 (in 1980 purchasing 'terms), 
while selected research documents on US anti-missile 
defence concepts can fetch ovar $560 000=00.

Contributions to this special fund provided by the VPK 
to purchase Western technology come from the GOT, 
Directorate T of the KGB, the Institute for 
Statistical Medical Research and the Scientific and 
Technical Counselor of the Ministry of Defence of the 
Soviet Union.9

In terms of broad defence programmes, Soviet strategic 
missiles, air defence, tactical forces and weapons 
manufacturing capabilities have benefitted the most 
from the VPK programme. Bach year the number of VPK 
requirements grow by about 15#, which the CIA maintain 
is a strong indication that the expanding Soviet 
military programme continues to rely heavily on 
Western technical solutions and advances to upgrade 
its military capability.

The State Committee for Science and Technology (GOT) 
The activities of the VPK are closely coordinated with 
the GOT (Gossudarsuvenncy Komitet ?o Naukiye i 
Teknikiye). which is chaired by Gury Ivanovich



Marchuk, the aon-in-law of Aleksei Kosygin,10 and his 
assistant Djerman Gvishiani. The GKNT is also accorded 
ministry rank on the Council of Ministers.

This Committee initiates and manages the complicated 
network of international agreements that the Soviet 
Union maintains with Western countries. It is the key 
Soviet agency which arranges government to 
government, and government to private sector science 
and technology agreements. For example, it was the 
GKNT which signed a 1 long-term scientific and 
industrial cooperation agreement with Control Data 
Corporation of the US in 1973, to facilitate the 
transfer of sophisticated computer technology to the 
Soviet Union.11

These agreements help to establish access to new 
technologies, including those just emerging from 
Western universities, laboratories and high-tech 
firms. It is the GKNT which allocates Soviet hard 
currency for the legal purchase of Western technology 
items. Each year the GKNT technical translators sift 
through more than 1,5 million scientific papers from 
125 countries. These documents are assessed for their 
value with regard to the contribution they can make to 
the Soviet military sector, and are obtained legally, 
if possible, through the complicated network of 
government to government scientific agreements that 
the GKNT has at its disposal.

When the GOT is unable to legally purchase the 
required technology, it uses another path, scientific 
exchange, where it works with the ostensibly impartial 
Soviet Academy of Sciences to obtain the needed 
technology. If they fail, then the GKNT delegates the 
task to the KGB's Directorate T and the GRU.



A fact that is largely unknown to senior political, 
scientific, technical and commercial officials in the 
West is t'iMt the GKN2, which has all the trappings of 
a civilian government institution, also specialises in 
intelligence gathering.

According to the US Department of Defence, many of the 
staff members of the G-KNT are KGB and GRU officers. 12 
The Department of Foreign Relations is the external 
operating arm of the GKNT, which is composed of a 
number of officials detailed from the KGB and GRU. 
Among these are lev Burdiukov (KGB), who is the 
Director of the Scientific liaison section of the 
GKNT, and Feder Mortin, Director of the section for 
Scientific and Industrial Cooperation.13 Operating 
under the mantle of the GKNT, Soviet intelligence 
officials are able to move . freely in Western 
countries.

Ministry of Foreign Trade (MFT). Headed by Nikolai 
Patolichev, the Ministry is the main instrument for 
the planning, coordination and control of overseas 
commerce. It administers and operates hundreds of 
foreign trade organisations and commercial front
operations around the world.

The MFT seeks to obtain scientific, technical and 
technological information through overt official 
channels using a tightly-woven network of commercial 
enterprises, international companies and purchasing 
agents, whose personnel are particularly well
qualified at finding and obtaining the necessary 
technical and technological information in support of 
the Soviet economy.



Two sections within the MFT dr I with information 
collection. These are (a) the section for commercial 
relations with Western nations, headed 'by Leonid 
Yezhov, and (b) the section for the importation of 
machinery and material from Western countries, headed 
by Piotr Milcheyev.H

With its global responsibilities, the MPT is a useful 
cover organisation for hundreds of KGB and GRU 
officers involved in technology acquisition efforts. 
It is also a major independent collector in the VPK 
programme and attempts to pursue most of its assigned 
VPK requirements on an overt 'basis. During the late 
1970's and early 1980'a, the MPT helped fulfil about 
15# of all fully-satisfied VPK requirements - 9% of 
those being identified aa "most critical".15 The MPT 
operates two key subsidiary spin-offs which are 
accorded a large degree of independence. The first is 
the State Oommittee for External Economic Affairs 
(SKES : Gossudarstvenny Kommitet po Ekonimicheskim
Sviazam), which also seeks to obtain information 
through official means, including purchasing agencies 
dealing with specific, specialised areas of products 
over which it has control.

The second subsidiary is the MPT'a main Engineering 
and Technical Administration (GITU), which appears to 
handle the Soviet illegal trade programme. Although 
it is a component of the MPT, GITU ie staffed and 
managed largely by intelligence officers, organised 
into separate KGB and GRU groups. Its subordinate 
Department for Technical Cooperation with Foreign 
Countries is similarly staffed and managed. The GITU 
staff has grown from about 12 in 1970 to about 70 in
1983. According to the CIA, GRU probably fills most



of the lower positions of the GITU, because the GRU 
seem to be more involved in trade diversions than the 
KGB.16

Moving on to the Soviet intelligence services, the 
Soviet Committee for State Security (KGB) and the 
Chief Intelligence Directorate of the Soviet Genera^ 
Staff (QRU) have the primary responsibility for 
collecting Western classified, export-oontrolled and 
proprietary technology, using both clandestine .and 
overt collection methods. Both the KGB and GRU in 
turn make extensive use of the intelligence services 
of their WARSAW Pact Allies to further their own 
acquisition efforts.

KGB Headed by Colonel-General Viktor Mikhailovich 
Chebrikov, a protege of the late Yuri Andropov, the 
KG/' is a State Committee which falls directly under 
the Council of Ministers. Directorate T, t.ie second 
largest of the three directorates that make up the 
First Chief Directorate (the largest is Directorate A 
which is responsible for international subversion). 4s 
charged with the collection of high technology.

According to the CIA, Directorate T has approximately 
1000 Soviet officers, with nearly ?00 on foreign 
assignment operating under a number of guises. Those 
personnel on foreign assignments are scientific 
specialists of both academic and professional 
training. They operate under various covers in Soviet 
Embassies - as officials in various Soviet Trade 
Missions or as members of scientific or other academic 
exchanges. They may also operate as an "acceptable 
engineer" at a company with a Soviet co.'tract.17 
Current CIA Director, William Casey, testified that



the KGB have recruited 100 Soviet scientists and 
engineers every year for the past 15 years to roam the 
world and pick up technology-18

The largest KGB operations overseas include New York, 
San Pransisco, Bonn, Colo@ie, London and Vienna. Many 
KGB agents posted abroad are part of "line X", which 
is the ovsrseas arm of the KGB technology specialists 
at Directorate $, whose sole task is to acquire 
Western technology-19

Most of the documents purchased by the Soviet Union 
from the US Government's National Technical 
Information Service, amounting to over 80000 documents 
a year, went to Directorate T for evaluation before 
being passed on to the VPK, Although the US 
(^•vernment finally cancelled the sx ascriptions in the 
early 1980's, the Soviet Union for many years had 
access to all non-classified research documents from 
US-sponsored research.

GRU. Headed for some 20 years by General Petr 
Ivanovich Ivashutin, a former deputy chief of the 
KGB,20 GRU is the junior partner to the KGB in the 
Soviet intelligence community which falls directly 
under the control of the Ministry of Defence. 
However, despite its junior status, GRU has fulfilled 
two to ten times as many VPK reqo.iremer-ts as their KGB 
counterparts. This is probably due, some analysts 
believe, to the overall scientific proficiency of its 
members and its clearer understanding of collection 
objectives related to technology acquisitions.

GRU has emphasised the collection of military 
scientific data since the earliest days of Soviet



military intelligence. According to the CIA, the GRIT, 
unlike the KGB, has no special department dealing 
specifically with technology transfers. This is 
rather the overall responsibility ' of the four
geographic operational directorates of GRU. The GRU 
also does not have a separate cadre of career
scientific specialists (like tty KGB.-stitmterpart) in 
the field. Instead, most SttU' off iters have a
technical educational background, ■ as Well as yaars of 
specialist military training behind them.
Approximately 1500 GRU officers . serve outside the 
Soviet Union. For them, scientific collection is an 
integral part of tkiir overall responsibilities and a 
high priority.21

However, the CIA assessments of the GRU’s acquisition 
structure of Western technology is contradicted by 
other sources, which state that it has at its command 
"operational sections" and particularly a section for 
procuring scientific and techninal intelligence that 
concentrates on information with military 
applications.22 According to Jay luck, in his book 
"Hign-Tech Espionage", the GRU has its Department B 
which maintains a staff of qualified scientists 
specialising in technology acquisition at its 
residences (embassies) abroad, -Irnilar to the KGB's 
L in e  1 . 2 3

While the GRU does not seem to use cover positions in 
academic and technical exchanges to the same extent as 
does the KGB, GRU officers hold many positions in 
Aeroflot (the Soviet's public airline) and Morflot 
(the Soviet merchant marine fleet), which enables them 
to enjoy relatively easy access to Western countries.



military intelligence. According to the CIA, the G-RU, 
unlike the KGB, has no special department dealing 
specifically with technology transfers. This is 
rather the overall responsiblity of the four 
geographic operational directorates of GRU. The GRU 
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scientific specialists (like its KGB counterpart) in 
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procuring scientific and technical intelligence that 
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specialising in technology acquisition at its 
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While the GRU does rot seem to use cover positions in 
academic and technical exchanges to the same extent as 
does the KGB, GRU officers hold many positions in 
Aeroflot (the Soviet's public airline) and Morflot 
(the Soviet merchant marine fleet), which enables them 
to enjoy relatively easy access to Western countries.



The KGB and the GRU were involved in collecting about 
90# of Western technology acquisitions, judged by the 
'"•-''dets to be most beneficial to their military 

dpgment projects over the past decade.

The Soviet Academy of Sciences. Presided over by 
.... Anatoli ..Alexandrov,. the Academy of Sciences is an 

agencf directly subordinate to the Council of 
Ministers, and is hcerned with the study of physical 
science u and the. impact it has on industrial 
production. However,1 it is very different to similar 
institutions found in Western countries.

Soviet scientists that travel to the West operate 
under a strict oode of conduct, supervised and 
administered by the Soviet Government. No Soviet 
scientist or scholar (under the auspices of the 
Academy), participates in a conference or any academic 
exchange with a foreign country without the project 
first being assessed for its strategic value by the 
G O T . 24

Andrei Sakharov, the Soviet Union's foremost
dissident', effectively sums up the control that the 
Soviet Government holds over any Soviet citizen 
visiting the West. "The Soviet Government and the 
Party (CPSU) retain control over all possible areas of 
contact with the outside world. ... Passports are
issued for a particular journey and are rescinded
immediately on return. ... Everyone going abroad is 
subjected to detailed ohecks by a whole series of 
Government and Party agencies, ending with a special 
"exit .commission" attached to the CPSU Central
Committee".25



Soviet scientists going abroad also face grave 
penalties if they disclose any state secrets. Under 
Stalin, these penalties were particularly harsh. 
"Publication or transmission abroad of inventions, 
discoveries and technical improvements which 
constitute a secret of the state is ... punishable by 
confinement in a corrective labour camp for a period 
of 10 to 15 years."26 While the situation is not as 
harsh today as it was under Stalin, it seems obvious 
that Soviet scientists in the West are primarily 
concerned with the acquisition of useful information 
for the Soviet Union. Western intelligence analysts 
have estimated that one out of every three Soviet 
scientists who meet with Western scientists, engineers 
and academics in scientific exchanges, are either from 
the KGB's Directorate I, or from the GRV.27

To conclude, the whole Soviet collection system is very 
efficient and functions like a giant vacuum cleaner which 
the West is hard-pressed to contain.

The International Soviet Espionage Network

The Soviet Union has a vast international collection effort 
involving some 55 000 agents working for the KGB
worldwide.28 Precise figures do seem to vary considerably. 
Stephen Bryen, the US Deputy Assistant Secretary of Defence 
puts the number of people collating high technology for the 
KGB at some 20 000,29 while Miles Costick estimates the 
number of Soviet-Bloc collection personnel in the US alone 
at 55 000,50 a figure which may be a little high.

The CIA and the FBI put the number of Soviet-Bloc personnel 
working permanently in the US at 5000, of which 2000 
represent the Soviet Union. The Federal Bureau of 
Investigation (FBI) estimates that 30-40# are directly



involved in intelligence work. .Miles Costick, who has 
personally debriefed many Soviet-Bloo defectors, puts the 
figure to at least 60%.31 The presence of Soviet-Bloc 
agents in Western Europe is much higher than in the US. In 
West Germany' alone the Federal Prosecutor, Kurt Rebmann, 
has estimated that there are as many as 10 000 East-Bloc 
agents operating.,32 which include professionals working for 
the KGB's I section.35* US officials complain that this 
deplorable situation has arisen due to the close economic, 
humanitarian and political ties that exist between East and 
West Germany.

Nevertheless, the US has serious espionage problems of its 
own. She FBI and other law enforcment agencies have a 
major difficulty trying to-monitor some 17 000 Soviet-Bloc 
nationals that enter the US every year. Most of these 
people are connected in some way or another to Soviet 
Government departments for the purpose of carrying out 
various intelligence tasks.34

The Soviet Academy of Sciences, the GOT and GKBS help send 
approximately 2000 Soviet-Bloc citizens to the US in a non- 
tourist capacity. Many of these visitors are responding to 
high priority VPK requirements, and some scientific 
personnel have been co-opted to some degree by the Soviet 
intelligence services to do work for them.35 These 
scientific exchanges and commercial agreements which allow 
Soviet-Bloc nationals to travel in the United States, 
enable the Soviets to keep abreast of the most modern 
technology available for acquisition-

Soviet documents captured by French Intelligence inside the 
Soviet Union show that the US is still far and away the 
largest source of covertly acquired technology materials 
for the Soviet Union. 61,5% of technical materials derived 
from "special channels" (i.e. covert) came originally from 
the US, 10,5% from Went Germany and 8% from France.36 The



US has potentially a far more serious espionage problem
than the West European countries.

The presence of KGB personnel alone has more than doubled 
in the US during the past decade in order to satisfy
Moscow's high technology needs.37 The swollen Soviet 
Consulate, in San Pransieco has a staff of 100 Soviet
personnel. A Soviet defector estimated that 75# of the 
staff are KGB and GRU officers. The reason for this
concentration of Soviet intell "ence personnel is the
location nearby of Silicon Valley, at Santa Clara, where 
the world's most advanced micro-chip technology is 
manufactured. The Soviet Consul-General, ALs’tsandr 
Ohikvaidae, was a former Chairman of the G-KHI, and 
therefore a specialist in technology acquisitions.38

Many KGB agents expelled from Western countries are 
expelled because they have usually been engaged in
technological espionage. Most of the 105 KGB agents
expelled from Britain in 1971 were engaged in this
activity, as were most of the 47 KGB and GRU officers 
expelled from Prance in 1983• It was the infiltration of 
one of France's greatest intelligence officers, Lieutenant- 
Colonel Bernard Nut, into the innermost circles of the 
KGB's Directorate S department, a top secret arm of Soviet 
intelligence which infiltrates Soviet-born agents intlo
Western societies, that triggered off the mass French
expulsions. From his position, Bernard Nut funnelled 
priceless information concerning the movements of Soviet 
agents in France back to his Paris colleagues. Hiu
message? That 50$ of all Soviet intelligence efforts in 
France were geared towards the acquisition of French 
technology, also that 30# of all top-of-the-line French 
technological developments had already been acquired by the 
Soviets.39



A report by the French DSI (Direction de la Surveillance du 
Territoire) intelligence services on Soviet technology 
acquisition efforts, which was presented to President 
Mitterrand In early 1983, along with the murder of Bernard 
Nut by the KGB on the slopes of the Alpines in Prance 
shortly afterwards, prompted the mass expulsion of 47 
Soviet agents from Prance.

Usually after these expulsions, the Soviets move quickly to 
re-establish their presence in the home countries. One 
example of this was the appearance six months later of 
Valentin Livov, Chief of the sector for France in the KGB's 
First Directorate, who appeared in Paris under cover as a 
United Nations' Educational, Scientific and Cultural 
Organization (UNESCO) delegate. His task was to reactivate 
old contacts which had been lying low since the mass 
expulsions in April 1983.40

The major reason for the massive increas ■ in Soviet-Bloc 
agents in the US since 1970 has been due to the 
emasculation of America's internal security apparatus, 
which took place during the late 19701s under the Carter 
Administration, making it easier for Soviet-Bloc agents to 
roam freely across the US without detection. Only recently 
have attempts been made to rectify this situation. Pew can 
deny the observation made by Richard Perle, Assistant 
Secretary of Defence for International Security Policy, who 
stated that "At no previous time in history has one nation 
been able to prey so deeply and systematically on the 
fruits of its adversary's genius and labour."41

Soviet Technology Acquisition Targets ;

Through its intelligence services, the Soviet >. yargets 
on the West's commercial sectors that are not normally 
protected from hostile intelligence services. With more



than 11 000 such firms In the US arid hundreds of
subsidiaries abroad, US counter intelligence efforts are 
stretched thinly.

The most important zyreas targeted by the Soviets in the US 
are the giant defence contractors. The five most important 
being General Electric, Boeing, Lockheed, Rockwell 
International and McDonnell Douglas.42 Not surprisingly, 
the US aerospace industries are a priority Soviet target 
for high-technology acquisitions. This is reinforced by a 
top-ranking Soviet GRU defector, who revealed to British 
intelligence that Moscow's current priority for GRU is to 
acquire the plates covering the US shuttle vehicle, which 
can withstand such extreme temperatures, and the technology 
which welds the plates to the metal of the shuttle.43 US 
aerospace industries are also involved in the military SDI 
programme which the Soviets are increasingly focussing on.

According to Lara Baker of the Los Almos National 
Laboratory and the US Government's leading expert on Soviet 
micro-eleotronics, the Soviet Union knows exactly what 
technologies they are looking for. She told a US Senate 
Committee in 1983 that "The Soviets buy .othing they do not 
have a specific, well-defined need for. isy know exactly 
what they want - right down to the model number - and what 
they want is part of a carefully orafted design."44

There is even a book compiled by Moscow for its agents 
operating abroad, which documents precisely ths type of 
technology that is required. This book, which was recently 
obtained by West German security agents, is a top secret 
directory of Moscow's plans to buy embargoed Western 
technology, from missiles to tractors.

The Red Book, the size of a telephone directory, is 
officially entitled Co-ordinated Demands for Technological



Information Tasks, and is kept under look and key in Soviet 
Diplomatic and Trade Missions. Top priority is given in 
the book to acquiring information on missile guidance 
systems; micro-electronics; large computers; radar and 
rocket technology; and anti-tank and anti-submarine 
systems.45 She West Germans have stated that each Soviet 
agent is expected to fulfil four "contracts" a .year i from 
the directory and could expect great personal prestige and 
rapid promotion if he did so.

The second most important area targeted by the Soviets in 
the US, are small hi^n-techriology firms working on advanced 
technology. The US micro-chip industry, centred at Silicon 
Valley in California, is a prime target for Soviet 
espionage efforts. Silioon-chip technology dramatically 
boosts radar, missile guidance, military ov>minunicatioht spy 
satellite capabilities, etc. Chip technology, which is 
critical in micro-computers and micro-circuitry, is an area 
of technology where the Soviet Union still lags some 8 to
10 years behind the US, and is therefore among the highest 
acquisition priorities in the Soviet intelligence 
collection efforts.

With some 2200 high-technology firms located in the."Silicon 
Valley, monitoring Soviet espionage activities in the area 
is a difficult task for both law enforcement &&#no,.e8 and 
company management. One security expert has, ."tated that 
any new computer chip that is produced in volua? will be in 
Soviet hands within one week after it comt-* out of a 
Silicon Valley plant.46

The vulnerability of high-tcohnology comp;.; Ms can be 
underscored when in 1978 Californian official.. discovered 
that Peter K. Gopa, a part-owner of a Silicon Valley 
electronics firm, whose company was involved in trying to 
purchase top secret micro-prcoessor computer chips, was



partners with an official in the East German Intelligence
Agency.47

Pentagon officials state that the Soviets at the moment 
lack the capability to "scale-up11 micro-chip production 
from laboratory conditions to fully-fledged production 
units. Miles Coatiok warns that it would be a disaster for 
the West if the Soviets could surmount this obstacle, 
because "it would give them a new military capability 
across the board".48

Other areas targeted by the Soviet Union include scientific 
conferences, US subsidiaries abroad and database networks. 
The latter area is becoming increasingly significant due to 
the increasing utilization of databases by industry and 
sensitive government departments in the West. High-powered 
Soviet computers of Western origin have the capability to 
break into sensitive data networks belonging to NASA, 
multi-national corporations, US intelligence networks and 
the Pentagon, where millions of bits of information are 
stored for retrieval purposes. One example of database 
"burglary" was when Soviet scientists working at the 
International Institute for Applied Systems at Caxenberg 
(Vienna) hooked into satellite relays around the globe and 
were soon reaping huge research benefits from Western data­
base networks. The Reagan Administration believes that the 
Soviet scientists were also tapping into a strategic US- 
made CRAY-1 high speed computer at Reading University in 
England, and using it to simulate atomic bomb blasts.49 
While one computer expert called in to investigate the case 
felt that the data-linee were too narrow to handle the 
complicated calculations the Soviets were accused of doing, 
electronic bank burglars seldom leave tell-tale traces, 
which makes it impossible to verify exactly what the 
Soviets were up to in Reading.



Since She late 19701 s, high priority has also been given to 
US universities as part of the Soviet strategy to acquire 
emerging technologies in the West, before their military 
application is understood.

Over this period, the number of US universities targeted 
has risen from about 20 to over 60. The more important 
universites include MIT, Carnegie-Mellon, Harvard, 
University of Michigan, the Californian Inatitute of 
Technology and Princeton.

According to the CIA, the VPK has identified Carnegie- 
Mellon> Cincinnati, Kentucky and MIT as sources for 
information on new high-strength, high-temperature alloys 
such as tltar turn; lightweight structural alloyti and powder 
metal processing. While the California Institute of 
Technology, Princeton and Stanford were cited as sources 
for transonic, supersonic and hypersonic aerodynamic 
research.50

Soviet Commercial Front Operations

Over the past 15 years, there has been increased use of 
Soviet and Bast European-owned firms locally chartered in 
the US and Western Europe to exploit Western-controlled and 
military-related technology.

Since 1970, the number of Soviet firms operating in the 
West has risen considerably. In 1970, there were only 28 
Soviet-controlled firms abroad. By 1976, the figure had 
risen to 04,51 and today stands at approximately 500. 
Before 1975, host Soviet firms in the West operated to 
market Soviet products and offer various services to boost 
Soviet hard currency earnings. Soviet firms in the US 
which focussed on this activity Included Balrus machinery
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of USA, horflot American Shipping I.e., US-USSR Marine 
Resources Company Inc., Sovraeht USA Inc., and the Amtorg 
Trading Corp.52 However, due to Soviet efforts to acquire 
Western technology, their roles have been changed to one of 
primarily obtaining high technology.

These firms in the US can legally purchase controlled US
technology, and study it without actually violating US
export control regulations.53 The Soviet Ministry of 
Foreign Trade administers and operates the hundreds of 
foreign trade organisations and firms around the world.

Over the past decade, the Soviet Union has also set up 
numerous dummy corporations to help f cilitate the
diversions of illegal trade from the US and Europe. It is 
estimated that the KGB has set up some 400 dummy
corporations in Western Europe alone to buy high 
technology, mainly from the US.54 Intelligence officials 
also believe that the Soviet Union secretly owns several 
high-technology firms in the Silicon Valley. According to 
Richard Camps, Vice-President of the Barrick Security Group 
of San Mateo, California, several Silicon Valley high- 
technology firms "are generally considered to be fronts for 
the Soviet-Bloc countries or the People's Republic of 
China."55

Perhaps the single most incredible use of front companies 
for espionage purposes by the Soviet Union, was a $70 
million banking scheme masterminded by the Moscow Narodny 
Bank (MNB), using a Hong Kong based land speculator named 
Amos Dawe.

The scheme is traced back to the early 1970's, when Amos 
Dawe had borrowed heavily from the MNB branch in Singapore 
to finance his holding companies that operated in South 
Bast Asia and California. By 1971, Dawe wa& $60 million in 
debt to the MNB.

Jt



According to the CIA which monitored the activities of Dawe 
closely, the MNB offered him $70 million in new credit if 
his companies purchased certain "banks in the US. These 
were no ordinary banks, but banks situated in the heart of 
Silicon Valley. Through money secretly borrowed from the 
MNB, Dawe made down payments for the Pensinsula National 
Bank and two other Californian Banks. Negotiations were in 
progress for two other Silicon Valley banks, when a Hong 
Kong financial paper called Target (believed to have links 
with British Intelligence), revealed Dawe's ties with the 
MNB. This prompted the Californian banking authorities to 
investigate Dawe1s activities, which resulted in the MNB 
cutting off its credit lines to Dawe, and his disappearance 
to Thailand in  1975-

Intelligence officials believe that had the Soviets 
acquired control of the Silicon Valley banks, they would 
have had access to the records of hundreds of US scientists 
and engineers, including the companies they worked for, in 
the most sensitive sector of electronics production in the 
US. Similarly, the Soviets would have known which 
companies had financial problems, making them vulnerable to 
secret financial take-overs by the Soviet Union.56

The role of dummy firms acting as third parties for trade 
diversion purposes play an important role in the overall 
Soviet acquisition programme. Fully 75% of illicit 
shipments of high technology are now thought to reach the 
Soviet Union this way.57 Mos^ of these diversions go 
through Europe, but the use of Asia as a diversion route is 
becoming increasingly prevalent. The CIA have identified 
more than 500 firms in more than 30 countries that are 
engaged in diversions.58 These firms exist for only a 
short period of time to avoid detection, before being 
dismantled and replaced with another.



Some of these trade diversions have been impressive. 
Before M s  exposure, Richard Mueller is "believed to have 
set up some 41 dummy firms in Europe and Africa (including 
South Africa), solely for the purpose of facilitating the 
diversion of sensitive US high technology.59

In another instance, millions of parts, including night 
vision goggles and semi-conductors, were shipped through 
New York City and West Germany to North Korea by an Iranian 
living In West Germany, who worked with a Soviet-born 
Canadian living in New York.

Japanese officials in Osaka recently seized a Soviet-bound 
container labelled "ship parts", and found a computerised 
US sonar device powerful enough to detect large objects to 
a depth of nearly 40 000 ft. The equipment, made in New 
England and capable of producing detailed photo-like 
pictures of ocean floors, had been sent via a complicated 
route, first to Louisiana, then shipped to New York, and on 
to Norway and the Par Bast.60 The military application of 
the US radar sunar device was obvious -detecting objscts 
underwater, it could also be used for submarine detection 
purposes.

The role of front companies will continue to play an 
increasingly Important role in the Soviets’ acquisition 
efforts.

The "Technobandits'

Industrial espionage experts have coined the phrase 
"technobandits" for those people that illegally pirate high 
technology items or technical data for the Soviet Union.



The Soviets use monetary greed and drugs to induce American 
businessmen to part with their high-technology wares, or- 
militarily-significant technical 'blueprints. KGB contempt 
for Americans generally is summed up in one of their 
training manuals which states that "The average American 
soberly regards money as the sole means of ensuring 
personal freedom and independence. ... This attitude
towards money engenders an indifference to the means by 
which it is obtained."61 There are numerous and willing 
technobandits eager to cash in on the Kremlin's 500$ mark­
ups on high-technology items, by acting as middlemen.62 
Very few are technobandits for ideological reasons.

As a result, the Soviet Union has acquired some of its most 
important technical acquisitions through the use of 
technobandits, and although US enforcement agencies 
arrested many technobantiits, the damage has often a 
been done. US law enforcement authorities believe 
they are only scratching the tip of the iceberg in thsi? 
investigations.

the recent John Walker spy case is believed to be America’s 
most serious since the Rosenbergs were arrested in 1950 for 
giving US atomic secrets to the Soviet Union. Alfred 
Whitworth, John, Michael and Arthur Walker sent the Soviets 
detailed reports on America's anti-submarine warfare 
capability, amphibious operations, communications coding 
systems and carrier tactics63 - areas of warfare where the 
US still enjoys a commanding lead over their Soviet 
counterparts. The US Havy is still assessing the full 
impact of the Walker spy ring.

One of the Soviets1 most successful espionage coups was the 
work done by two Americans who were recruited by Marion 
Zacharski, of the Polish Intelligence Service, Sluzba 
Bezvieczenstwa (SB). Zacharski was President of the



Poli-sh-Amerlean Machinery Corp. (P01AMC0), a state-owned 
trading company established in 1976 to import Polish 
machine tools into the US.

In 1979. through financial entrapment Zachareki recruited 
William Bell, employed as a radar specialist at the Hughes 
Aircraft Company, where he worked on sensitive projects 
including advanced US radar systems, air-to-air and 
surface-to-air missiles. For $110 000.00, Wi'liam Bell 
over a period of two years gave his Polish Intelligence 
contact more than 20 classified technical reports on some 
of the most advanced US weapon systems.64 These documents 
included plans for a super secret quiet radar known as 
"bV a.lth", -which is the key to the penetration ability of 
the new US B1-B strategic bomber into Soviet airspace; the 
look down, shoot down system used in the US ?-15 fighter 
aeroplanes; a new submarine sonar system; a new air defence 
eystem for Western Europe and details of the Hawk, Patriot 
and Phoenix missiles,65

Prom this information, the Soviets are building a new air- 
to-air missile from scratch and have already installed the 
US look down, shoot down radar system in their modified 
MIG 25 Foxbat and latest MIG 29 Fulcrum fighter aeroplanes, 
which threaten the ageing US B-52 bomber force and US 
Cruise missile s/stems.

According to the CIA, the documents acquired by Bell 
advanced Soviet technolgy by about five years in key weapon 
systems, by permitting them to implement proven design 
concepbe.66 Bell was arrested by the FBI, convicted for 
spying and given an eight year jail sentence.

The other member of Zacharski's spy network was James 
Durward Harper, who was an engineer working in 1 ,ie Silicon 
Valley. Through his wife, he had access to Ballistic



control
measures

Missile Defence Advanced Technology Centre contracts at 
Control Inc. in California. For $140 000.00, 

handed over to his Polish contact a bundle ■
: about America's first line strategic 1 
ICBM. The documents were invaluable. 

given exact details of command and 
capabilities of the Minuteman ICBM, what counter 
are planned against a nuclear first strike to protect the 
Minuteman, and how much radiation the Minuteman could 
withstand in a nuclear attack,47 The documents also showed 
the Soviets how to improve their 83-13 ICBM silos, which 
are modelled after tha US Minuteman silos.

The actions of this surrogate spy ring did incalculable 
damage to US national security interests, the consequences 
of which are still reverberating around the US military 
establishment today.

Ironically, US intelligence officials knew as long ago as 
1979 that Zacharski was working for Polish Intelligence, 
even before William Bell was recruited. Instead of halting 
his activities immediately, the FBI instead wasted two 
years monitoring his movements, which enabled vital secrets 
to be passed on to the Soviet-Bloc.68

Some high-technology companies are also involved in technc- 
banditry. The most prominent case was the illegal sale of 
50 water-cooled laser mirrors to the Soviet Union by the 
Californian-based Spawr Company, discussed in chapter 4.

Another example was given by Dr Lara Baker, who in a Senate 
testimony described the role that Continental Corporation 
played in illegally ferreting high-technology equipment to 
the Soviet Union. Continental Corporation was a US holding 
company, owned "by a West German citizen, Werner 
Bruchhaueen, which in turn owned 10 electronic firms in
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