CERMAN
\EARBOOK OF
HONTEMPORARY
1ISTORY

Secret Services and International
Arms Trade in the Cold War Era

2022 + Volume 6

Edited by
William Glenn Gray and Thomas Schlemmer

Articles from the Vierteljahrshefte fiir Zeitgeschichte

Published by the Leibniz Institute for Contemporary History
and the University of Nebraska Press



German Yearbook of Contemporary History (ISSN 2509-744X) is published annually by
the Leibniz Institute for Contemporary History and the University of Nebraska Press. The
journal focuses on twentieth- and twenty-first-century history, with each issue devoted to a
central theme. It contains a combination of translated articles from the Leibniz Institute for
Contemporary History’s prestigious quarterly journal, Vierteljahrshefte fiir Zeitgeschichte,
and original research. Its goal is to disseminate this important scholarship with an English-

speaking audience.

For current subscription rates and online ordering, please see our website: www

.nebraskapress.unl.edu.

If ordering by mail, please make checks payable to the University of Nebraska Press and
send to University of Nebraska Press, PO Box 880630, Lincoln, NE 68588-0630. Telephone:

402-472-8536.

All inquiries on subscription, change of address, advertising, and other business communi-
cations should be sent to the University of Nebraska Press.

© 2022 by the Leibniz Institute for Contemporary History

All rights reserved

Manufactured in the United States of America

If you would like to reprint material from German Yearbook of Contemporary History,
please query for permission using our online form, located at https://nebraskapressjournals
.unl.edu/permissions/.

Managing Editor: Thomas Schlemmer

Editorial Coordinator: Julia Menzel



14

52

8s

124

131

177

199

Contents

Introduction: Secret Services and the Arms Trade
in German-Speaking Europe
WILLIAM GLENN GRAY AND THOMAS SCHLEMMER

The Origins of the BND: The Gehlen Organization:
Process, Myth, and Legacy
THOMAS WOLF

Programming with the Class Enemy: The Stasi, Siemens,
and IT Knowledge Transfer during the Cold War
RUDIGER BERGIEN

Problems with the “Big Brother”: The GDR’s Ministry for
State Security and the CPSU’s Policy toward Germany in 1969/70
SIEGFRIED SUCKUT

Relationships, Suspicion, and Secrecy in Germany’s
Early Cold War Secret Service Agencies
KRISTIE MACRAKIS

“Keep It under Wraps™: The Arms Deals of the Austrian State
Industry and the Noricum Scandal
THOMAS RIEGLER

Tanks for the Shah: Iran, the Leopard II, and Arms Exports
in the Era of Oil Shocks
BETTINA WEISSGERBER

Arms Exports and Holocaust Memory: Saudi Arabia,
Leopard Tanks, and Bonn’s Secret Isracl Clause of 1982
HUBERT LEBER



241 Arms Exports: The Normality of a Scandalous Subject: A Comment
MICHAEL GEYER

259  About the Contributions to this Yearbook

260 List of Contributors



Introduction

Secret Services and the Arms Trade in German-Speaking Europe

WILLIAM GLENN GRAY AND THOMAS SCHLEMMER

At the time of this writing, in the early months of 2022, an impassioned debate
swept Germany concerning the prospect of military exports to Ukraine. The
“traffic light” governing coalition in Berlin, uniting the Social Democratic
Party (SPD), Greens, and the Free Democratic Party (FDP), initially turned
down Kyiv’s request to supply lethal weapons; it even barred Estonia from
reexporting D-30 howitzers left over from East Germany’s Cold War stocks.
Explaining the decision, Chancellor Olaf Scholz (SPD) invoked Germany’s
long-standing policy of barring weapons exports to conflict zones. “Our
restrictive position is well known and is rooted in history,” remarked Foreign
Minister Annalena Baerbock (Greens) in Kyiv in mid-January.! The federal
government knew it had public opinion on its side. Three weeks before
Russian President Vladimir Putin sent his soldiers marching into Ukraine,
a representative opinion poll showed 71 percent of respondents rejecting
German weapons shipments to Ukraine; only 20 percent were in favor.? The
results were in keeping with the dominant German self-understanding since
the fall of the Berlin Wall and the collapse of the Soviet Union, namely, that
the Federal Republic of Germany (FRG) was a civilian power, perhaps even
a force for peace.® In this sense, the military, the weapons trade, and even the
secret services all counted as a necessary evil at best. Such topics were also
long neglected within the field of historical research. It is little wonder that
a keyword search for “arms trade” or “weapons exports” pulls up fewer than
fifteen titles in the library catalog of the Leibniz Institute for Contemporary
History.*

After Russian troops launched their offensive against Ukraine on February
24, 2022, the terrain in Berlin shifted dramatically. Now the traffic light coa-
lition was prepared to send the Ukrainians weapons after all: “they are fight-

ing for freedom and their democracy, values that we share with them,” Scholz



explained during a special session of the Bundestag. He justified the reversal
by suggesting that a new era had dawned: it was a Zestenwende, an epochal
change’> Commentators largely shared this assessment; the Arlantic reported
that “Europe’s Sleeping Giant” had awoken. For the first time in its seventy-
year history, the FRG was sending Stinger missiles and anti-tank weapons
directly into a combat zone.® Public opinion followed the U-turn in Berlin:
in carly March a poll found that 61 percent of the respondents approved of
weapons deliveries to Ukraine. Even so, the discomfort is palpable among pol-
iticians and the public at large, and every further step—such as the export of
armored fighting vehicles or other heavy weapons that the Ukrainian govern-
ment has asked for—remains controversial.”

The controversies of 2022 demonstrate just how cautiously the Federal
Republic has approached the problem of arms supply. The imperative to avoid
stoking wars of aggression was written into the country’s Basic Law in 1949—
an obvious rejection of Nazi Germany’s flagrant militarism.® Although neutral
Austria did not consider itself a successor state to the Third Reich, it, too,
balked at the prospect of fueling distant conflicts. Yet both states harbored
advanced industrial economies with expertise in steelmaking, electronics,
and precision mechanics—the fundamental components of weaponry. The
temptation to support local arms production with foreign contracts was,
at times, quite overwhelming. And the keenest customers for weapons were
often states located in or near zones of conflict. Nor did these interested
parties inevitably leave empty-handed, for despite its declared self-limitations,
the Federal Republic numbered among the most significant arms exporters in
the world. Over the period 2017 to 2021, the Stockholm International Peace
Research Institute (SIPRI) counted Germany as the fifth largest weapons-
exporting nation, following the USA, Russia, France, and China.’ The year
2021 was in fact a record year in the history of German weapons exports: the
federal government approved arms deliveries worth 9.25 billion euros. Egypt,
by far the largest buyer, drew criticism due to its violation of human rights and
its involvement in military conflicts in Yemen and Libya.” Politics, business,
and morality often stood in contradiction with one another when it came to
arms deals and weapons exports.

The theme of spying might, at first glance, bear little direct relationship to
the problems of arms exports. The leading arms manufacturers were private
companies in West Germany (though not in Austria), whereas secret services
were state organs by definition. Heavy weapons were bulky and not easily con-
cealed. Even if the terms of sales contracts were not always disclosed, periodi-
cals such as the International Defense Review—a predecessor of Jane’s Defence
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Weekly—kept close tabs on the procurement decisions of military formations
the world over. Firms active in this highly competitive industry wanted the ca-
pabilities of their weapons to be known; West German manufacturers proudly
invited foreign military observers to witness test firings of anti-tank missiles."
By contrast, intelligence work operated behind a shroud, carefully concealing
the identity of agents and the nature of their reach and capabilities.

On closer inspection, however, a number of parallels emerge. Intelligence
services were intertwined with the private sector in significant ways—acting
through shell companies, for example, or planting agents inside sensitive
industries. Meanwhile, state actors sometimes sought to conceal weapons
sales, using straw purchasers to circumvent legal restrictions. Secret services
and the arms trade both occupied a privileged position at the highest levels
of political decision-making. West Germany’s Federal Intelligence Service
(Bundesnachrichtendienst or BND) reported directly to the chancellor;
weapons exports were subject to a permit system that left sensitive decisions
in the hands of a small cabinet committee, the Bundessicherheitsrat.!> As
for the rival German state, the German Democratic Republic (GDR), the
Ministry for State Security (MfS or Stasi) carved out an enormous empire
encompassing more than 45,500 employees in 1971 and double that figure by
1989.° Arms sales and spying had foreign policy implications, but were such
core government activities that foreign ministries never had full jurisdiction.

Deception and cover-ups always entailed the risk of public exposure, at
least in democratic polities. Furious scandals rocked West Germany and
Austria during the postwar decades when shady export deals came to light or
secret agents were exposed, as Michael Geyer observes in his commentary for
this volume. Media and parliamentary scrutiny intensified, at least for a time;
resignations or prosecutions sometimes followed. Such scandals merit histor-
ical consideration on their own terms, simply by virtue of how intensely they
captured the public’s attention.”* But there is a great deal more to be learned
from studying these realms of subterfuge, corruption, and double-dealing. The
arms trade offers important clues regarding the values and priorities of post-
war democracies, while the world of espionage illuminates the inner workings
of German statecraft. And both spheres of activity reflect back constantly on
the long shadows of the Third Reich, the cause of so many ruptures and conti-
nuities in German history.

As fodder for blockbuster movies and paperback thrillers, Cold War
espionage features prominently in popular understandings of the postwar
decades. But historians could not count on engaging in serious academic
study of the intelligence services until, quite unexpectedly, the Soviet bloc
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collapsed and the archives tumbled open. The USSR’s own KGB (Komitet
Gosudarstvennoy Bezopasnosti or Committee for State Security) did not open
its doors—though a few insiders managed to smuggle out some notes from
the archives, leading to two important volumes.” Fortunately the Stasi, despite
furious endeavors to shred documents during its final months in existence, left
behind an enormous cache of material that was secured on behalf of the public
in newly united Germany.

Early interest in the Stasi focused mainly on the identity of “unofficial col-
laborators,” who numbered in the hundreds of thousands at any given time.
As private citizens from the ex-GDR obtained permission to read their own
Stasi records, they could readily identify which neighbors, friends, trusted
confidants, or family members had reported on their private conversations.'
Historians influenced by these perspectives wrote about the Stasi as an omni-
present source of dread or even terror in East German life, leading to implicit
or explicit comparisons with the role of the Gestapo in Nazi Germany.” Social
historians—spearheaded by Mary Fulbrook—have pushed back against this
monochromatic reading of everyday life in the GDR, but may in turn have
overstated the degree of personal liberty afforded by the party-state.”* Numer-
ous recent studies have explored the Stasi’s suppression of religious affiliations
in the GDR as well as its special expertise in prison operations.”

As for the Stasi’s spying abroad, the paper files of the sprawling Main
Directorate for Reconnaissance (Hauptverwaltung Aufklirung or HVA)
were targeted for destruction in 1989—90, making it difficult to piece
together the full range of its activities in the Federal Republic and in other
NATO states.”® The historian Hubertus Knabe has nevertheless attempted
to document East German infiltration, to the point of characterizing West
Germany as a “subverted republic”* Individual spies within Bonn’s political
establishment did come to light—some before and some after the fall of the
GDR. The exposure of Gunter Guillaume, one of Chancellor Willy Brandt’s
top aides, as a Stasi agent in 1974 led to Brandt’s resignation,” whereas another
compromised SPD official, Karl Wienand, was not tried until the 1990s, when
Stasi records yielded evidence of his activity as an informant.” It is safe to say
that a great number of Stasi collaborators in the West have escaped detection
and will go to their graves without facing consequences.

Alongside information gathering at the political level came industrial es-
pionage. Intelligence supplied by the HVA narrowed East Germany’s pro-
ductivity gap with West Germany measurably—Dby 6.9 percent of total factor
productivity and s.5 percent per worker.?* Riidiger Bergien’s article in this vol-
ume points to another avenue of technology transfer: the outright purchase
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of information technology by the Stasi. Bergien’s remarkable story shows how
West Germany’s Siemens corporation leaped at the opportunity to get ahead
of IBM in what it hoped would be a burgeoning Soviet bloc market during the
era of détente. It unwittingly supplied three 4004/45 computers to a dummy
purchaser that turned out to be the Stasi’s own Division XIII. The Siemens
storage and retrieval systems allowed the Stasi to track Western visitors to
East Berlin and the GDR; they also boosted East German computing skills, as
the Stasi’s programmers learned to maintain and enhance the finicky Siemens
software.

Another central avenue of Stasi research concerns the foreign policy role
of the intelligence service. The Stasi Records Archive (Beauftragter fiir die
Stasi-Unterlagen or BStU) has sponsored a series of historical studies on the
spy agency’s cooperation with its Soviet bloc counterparts; together they
endeavored to contain the dynamic of human rights pressure unleashed by the
Helsinki Process from 1975 onward. Not surprisingly, the complex relationship
between the Stasi and its “big brother,” the KGB, has drawn special attention.”
The article by Siegfried Suckut in this volume highlights a desperate attempt
by the Stasi in 1969-70 to warn the KGB about the truec aims of Willy
Brandt’s Ostpolitik (Eastern policy), which Stasi chief Erich Mielke viewed
as a concerted program to undermine the GDR. Alongside Suckut’s careful
claboration of the documentary record, these pages feature the first English-
language translation of a lengthy Stasi analysis underscoring the agency’s fears.
The pairing of the Suckut and Bergien articles presents readers of this volume
with a snapshot of the extremely fluid situation created by East-West détente,
with Stasi agents capitalizing on the fruits of East-West exchange even as their
higher-ups fretted about where it all might lead.

If the Stasi could be considered the best-researched of all the ex-Warsaw
Pact secret services, West Germany’s BND was long a closed shop for histor-
ical research. This was not unique to the spy agency in Munich-Pullach: be-
cause the Federal Republic had not experienced a regime change, there was less
opportunity to crack open the vaults of most West German institutions. Since
1990 the Leibniz Institute for Contemporary History has edited the long-
running annual series Documents on the Foreign Policy of the Federal Republic
of Germany (Akten zur Auswirtigen Politik or AAPD) on behalf of the For-
eign Office.” This project, which relies on the selection of material by teams of
historians, has yielded a range of magnificent volumes covering four-fifths of
West German history (now 1949-53 and 1961-91). Nevertheless, a more rou-
tine and wide-ranging procedure for document declassification did not exist in
Germany until the 2010s.%
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As Kristie Macrakis observes in her commentary for this yearbook, the
lack of archival access to BND materials meant that many histories of the
West German agency relied upon declassified material from the United States’
Central Intelligence Agency (CIA)—thus reflecting the perspective of US
agents. An Independent Historians’ Commission summoned by the BND in
2011 aimed to remedy this unsatisfactory situation; the four lead historians
assembled teams of researchers and sent them into the Pullach archive.”® A
similar commission had already scoured the files of Bonn’s Foreign Office
(Auswirtiges Amt) and presented its findings in highly sensationalized
form in 2010.” The BND was but one of several agencies—including the
Interior Ministry, the Federal Office for the Protection of the Constitution
(Bundesamt fiir Verfassungsschutz or Bf V), and the Federal Criminal Police
Office (Bundeskriminalamt)—that hastened to respond to public interest
about the origins and early history of these institutions.*® As for the history of
the secret services, the work of the Independent Historians’ Commission first
brought the long-neglected genre of intelligence history into closer contact
with mainstream contemporary history in Germany. Over time the conviction
took hold that “the Federal Republic, too, had something like a secret state
of ‘secret services,” which exercised “influence over political processes, and
perhaps even society’s perceptions of reality”® The commission’s publications
also presented new angles on the “weighted history” of the Federal Republic.
This concept derives from Axel Schildt and points to a central question for the
1950s and 1960s: “given the depressing material and moral burdens, how could
a civilized and democratic polity emerge that today seemingly naturally fits
in with normal international standards?”** Answers to this question are not
casy, particularly when one takes note of the intensity—recently uncovered by
researchers—with which Chancellor Konrad Adenauer had the oppositional
SPD spied on by the BND.* This may not have been a “German Watergate,” as
claimed in the press in April 2022, but it cannot be denied that continuities
of personnel and the persistence of extra-legal practices from the Third Reich
cast shadows over the development of democracy and the rule of law.®

For all of the independent historians’ commissions, a key theme was the
continuity of personnel from the Third Reich into the Federal Republic. Some
also emphasized the role played by outside powers, mainly the United States,
in shaping these agencies’ ethos and working methods. Both questions feature
prominently in this volume’s contribution by Thomas Wolf. Drawing upon his
book-length study of the origins of the BND, Wolf challenges the notion that
Reinhard Gehlen, a German army intelligence general, built out a spy network
single-handedly on the strength of his skill and charisma. On the contrary,
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Wolf finds that a different veteran of army intelligence, Hermann Baun, man-
aged to win clandestine US funding for “Operation Rusty”—a program for
recruiting German veterans to monitor Soviet military strength. By mid-1947,
Baun had hired some 2,000 collaborators for what turned out to be a chaotic
and ineffective intelligence operation. It was the weakness of Baun’s manage-
ment structure and the absence of professional analysis that allowed Gehlen to
swoop in and take control. Readers will find in Wolf’s article a state-of-the-art
read on Gehlen’s impressive mythmaking and the centrality of US influence in
the founding of the BND—even or especially when American officials took a
hands-oft approach.

By now, substantial research support has gone into the study of both the
Stasi and the corresponding West German secret services. Including Wolf’s
book, the BND’s historical commission alone has published thirteen vol-
umes.*® The arms trade in central Europe has not attracted quite so much
scholarly attention, perhaps because the topic sits at the juncture of military
history, foreign relations, and political economy. Historians writing from each
of these directions have, nevertheless, approached the topic in important ways.
Scholars associated with the Center for Military History and Social Scienc-
es (ZMSBw) in Potsdam have published more than two dozen books on the
GDR’s military history—including Klaus Storkmann’s Secret Solidarity, alook
at East German military aid to Third World countries.”” On the West German
side, Dieter Kollmer has written an important monograph on weapons pro-
curement, which is intimately related to export activities—though the ZMS-
Bw has yet to devote a volume specifically to the Federal Republic’s weapons
exports.*®

Kollmer has also coordinated a look at “military-industrial complexes” in
Europe, a perspective that foregrounds the role of industry in the arms export
arena. Perhaps surprisingly, Kollmer argues that the Federal Republic did not
harbor a full-fledged military-industrial complex. Measured by value, arms
sales seldom constituted more than 1 percent of German exports.” Be that as it
may, there is still ample reason to engage more deeply in the business history of
the armaments sector. This is an angle pursued by Stefanie van de Kerkhof in
a monograph examining how weapons makers marketed their products. Van
de Kerkhof finds that key manufacturers such as Rheinmetall tried to associate
their products with positive virtues—above all “security”—rather than direct-
ly acknowledging the deadly purpose of their wares.*

Thomas Riegler’s article in this volume also starts from the angle of polit-
ical economy, pointing to the structural crisis of Austria’s state-owned steel
conglomerate in the late 1970s. The motive for switching over to an export-
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focused production model—producing a Canadian-designed howitzer under
license—was to maintain employment in the metalworking industries. So far
as Chancellor Bruno Kreisky was concerned, the needs of Austrian workers
overrode any moral concerns about who was buying these weapons. Before
long the Noricum division of the Austrian state industries was selling how-
itzers to both sides in the Iran-Iraq War—a cynical yet lucrative business ar-
rangement that violated Austria’s own neutrality laws. As details came to light,
judicial investigations followed, yielding a dense record of testimonies wielded
by Riegler to showcase the complicity of union bosses, government officials,
and business managers. Riegler’s essay represents the most complete treatment
of the Noricum scandal in English, offering an important window into the
politics of the Second Austrian Republic.

Economic considerations play a role in an article by one of this volume’s ed-
itors, William Glenn Gray, in the Vierteljahrshefte fiir Zeitgeschichte. Gray ob-
serves that, during the 1960s, the hectic pace of West German arms purchases
in the United States resulted in an enormous stock of surplus weapons that the
Bundeswehr was eager to pass along to prospective buyers in the Global South.
Several prospective sales were scuppered, however, for fear that the surplus
weapons would find themselves in the hands of regional rivals such as India or
Pakistan. Some surplus weapons were sold or given away to African countries
under a small military aid program in the 1960s, but the program proved con-
troversial and the Bundestag was soon discussing an outright ban on military
aid and commercial weapons exports to non-NATO countries. Willy Brandt’s
cabinet sought to clarify German policy by means of an administrative mea-
sure rather than alegislative solution. In June 1971 the cabinet passed a series of
“Political Principles” governing the export of arms and other military equip-
ment. In theory, then, the cabinet had asserted the overriding primacy of polit-
ical restraint over the commercial interests of the arms industry.

The two remaining articles in this volume explore how the Federal
Republic’s restrictive policies were reconsidered as a result of economic
circumstances and foreign policy pressures. The essay by Bettina Weifigerber,
adapted from her 2019 dissertation, demonstrates the enormous significance
of arms exports for Bonn’s relations with ambitious oil-rich countries—in this
case Iran under the monarchy of Shah Reza Pahlavi. In the wake of the 1973
“0il shock,” German policy makers were tempted to allow the sale of Leopard
tanks to the shah—or even Iranian tank production under license. Weiflgerber
lays bare the confusion in Bonn as Helmut Schmidt’s cabinet sought to find
some rationale for justifying special treatment of Iran, an exception to the
Political Principles forbidding sales to such a dangerous corner of the world.
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The shah’s overthrow in 1979 changed the nature of the Iranian challenge,
but it hardly resolved the question of arms exports to the Middle East. The
article by Hubert Leber explores the unexpected fallout when the Saudi gov-
ernment asked in 1981 to purchase West Germany’s newest battle tank, the
Leopard II. Chancellor Schmidt appeared to favor the deal, figuring that tank
exports would serve as an enticement for a more all-encompassing program
of German-Saudi economic cooperation. In response to Isracli objections,
Schmidt remarked that German policy should no longer be dictated by mem-
ories of Auschwitz. Ironically, the ensuing outrage yielded the exact opposite
policy result: not only did Schmidt’s government abandon the tank sales to
Saudi Arabia, but it modified the Political Principles in 1982 to underscore
Germany’s historical responsibility toward Isracl. Leber’s approach combines
arms export policy and the politics of the past, illuminating a tremendously
signiﬁcant turning point in German-Israeli relations.

In presenting a series of translated articles on statecraft and commercial
policy in German-speaking central Europe, the editors aim to acquaint readers
with dilemmas that continue to overshadow German (and Austrian) engage-
ment with the world. In remarks to the Bundestag on February 27, 2022, For-
eign Minister Baerbock sought to assuage the concerns of many Greens and
Social Democrats: “we will continue to be cautious when it comes to arms ex-
ports and military operations.”** The restrictive arms export policies described
in these pages were often a source of frustration for German and Austrian lead-
ers, but deviations from the usual rules could easily backfire, angering domes-
tic opinion while generating touchy reactions overseas. As for espionage, the
Cold War division of the Continent no longer persists, but the question of
technology transfer to unfriendly powers still remains. Intelligence services of-
ten misinterpret the intentions of adversary leaders, as the Stasi did in its over-
ly negative assessment of Brandt’s Ostpolitik—and most Western agencies did
in judging Vladimir Putin’s prewar rhetoric in 2022. Meanwhile, the relative
autonomy of German intelligence services, following years of dependence on
the United States, remains a sore subject in Berlin. Historical research is not
a perfect guide to the present, but there is a certain logic to the workings of
the international system, and readers of this volume will be better equipped to
discern that logic.

ok ok

With volume 6 of the German Yearbook of Contemporary History, the Leibniz
Institute for Contemporary History and the Vierteljahrshefie fiir Zeitgeschichte
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continue the successful collaboration with the University of Nebraska Press
that began in 2020. For a second time we have cause to thank Joyce Gettman,
Manjit Kaur, Joel Puchalla, and Shannyn McEntee for their advice and their
dynamic support. We also thank our translator team—Sinéad Crowe, Dona
Geyer, and Melanie Newton—which has performed first-class work. Melanie
Newton helped us tremendously by proofreading the translations, as did Merle
Read in taking on the copyediting of the present volume. Our thanks go out
as well to Mirella Kraska and Kira Rettinger, who set this volume in motion
and accompanied its carly phases. As editors we owe our greatest debt to Julia
Menzel, who took over the position of editorial coordinator from Mirella
Kraska on September 1, 2021, and carried forward her skillful labors seamlessly.
Without her support this volume would not have come together, or at least not
in a timely fashion. As we were wrapping up the manuscript, the war launched
by President Putin was raging in Ukraine. We earnestly hope that peace will
have returned by the time volume 6 of the German Yearbook of Contemporary
History appears on shelves.

April 14, 2022
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The Origins of the BND
The Gehlen Organization: Process, Myth, and Legacy

THOMAS WOLF

This article deconstructs the founding myth of the Bundesnachrichtendienst (the West German
Federal Intelligence Service, abbreviated BND), which has commonly been understood as the
outgrowth of a primordial “Organization Gehlen.” Classified materials from the BND reveal
instead that in the months after the end of World War I, a heterogeneous intelligence service
of hundreds of operatives developed under the leadership of Abwehr officer Hermann Baun. It
was financed lavishly by the US Army, but did not generate many successes. Although Reinhard
Gehlen had little influence at first, he outmaneuvered Baun due to his absolute conformity
with the USA. The highly unstructured organization with its dysfunctional operations carried
on under Gehlen’s willy-nilly leadership. Through targeted myth formation, and despite
countervailing political pressure, Gehlen managed to evade tight parliamentary scrutiny of the
internal workings of the nascent BND. This helps to explain why Gehlen’s organization took on

persons with a sometimes highly incriminating Nazi past.

Introduction

For much of his life, Reinhard Gehlen, who was born in Erfurt in 1902 and
died in the Bavarian municipality of Berg, near Lake Starnberg, in 1979, invest-
ed considerable energy in shaping both his own public image and the founding
myth of the Bundesnachrichtendienst (Federal Intelligence Service, BND), of
which he was president from 1956 to 1968. Having served in the High Com-
mand of the Wehrmacht as chief of the Fremde Heere Ost (Foreign Armies
East, FHO) military intelligence service until 1945, Gehlen was commis-
sioned shortly after the war ended to compile studies of military history. By
carly 1946 the Americans had enlisted Gehlen, the former major general, along
with the counterintelligence officer Hermann Baun to establish a US-funded
intelligence service. This allowed both men to continue their careers virtual-
ly uninterrupted. From the beginning Gehlen liked to describe his work with



the United States as a kind of intelligence partnership between equals, and he
claimed to have gained several concessions from his American counterparts in
exchange for his cooperation. In particular he claimed to have forced them to
accept the German character of the incipient organization, the importance of
securing German interests, and even his loyalty to a future German state.!

For a long time Gehlen’s founding myth, which soon found its way into
carly publications on the origins of the BND,? endowed him with political
legitimacy. For generations of BND employees, it created a sense of meaning
and cohesion. At the ceremony marking the twenty-fifth anniversary of the
BND on April 1, 1981, for example, BND president Klaus Kinkel struck a
reflective tone as he spoke about the intelligence service’s achievements. The
Soviet invasion of Afghanistan two years earlier was just the latest in a series
of international crises that the BND had failed to recognize in time.® Kinkel
therefore advised his audience to think “self-critically about the value of our
work, avoiding mythologizing and self-righteousness.” But he did not actually
question the founding myth. Instead, Kinkel remarked that “a secret foreign
intelligence service, of all things, had been created as the first organ of an
incipient German state.”* Kinkel was, in effect, treating Gehlen and Baun’s
US-financed apparatus as one of the cornerstones of the West German state.

The release of US documents in recent years has prompted historians to
rethink the founding narrative created by Gehlen.> Documents in the BND’s
archives now allow us to reassess the origins of the BND by tracing its history
back to the early days of the Gehlen Organization. The question of continuities
and ruptures between the Third Reich, Allied-occupied Germany, and the
young Federal Republic arises not only with regard to the BND’s staff, but also
its organizational structures. Gehlen always told the story of his intelligence
service from the perspective of how it ended, describing the transformation
of the Gehlen Organization into the BND as the culmination of a rigorous
development that was carefully planned from the start. Contemporary
documents, however, suggest that this perspective needs to be reversed.
Indeed, when the service was transferred to control by the Federal Republic
on April 1, 1956, the Federal Commissioner for Administrative Efficiency®
reported: “In terms of its purpose and status as an institution, the formation of
the BND does not involve creating something new, but rather taking over tasks
that were already being performed along with the entities performing them.
Since the purpose of these tasks remains essentially the same, the institution
can be taken over in the form it assumed in response to wartime and postwar
experiences.”” On one hand, this statement reveals only a limited willingness
to critically examine how the BND, as a state security organ, adapted to the
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legal and constitutional framework of the young Federal Republic. On the
other, it raises the question of precisely which “institution” and “form” were
now being transferred from their American roots to the West German state.
Why and how did this transfer occur in the first place? And with what legacies
and consequences did this transformation burden the new German service, a
service that was in fact not so new or German at all?

This article begins by examining the establishment of the service under
the leadership of Hermann Baun, Gehlen’s rival and the real espionage expert
in the carly days, and it describes the organizational principles that Baun
inscribed into the apparatus. These were the principles Gehlen had to contend
with when, having returned to Germany in summer 1946 after spending
about a year in the United States, he joined ongoing operations and rapidly
superseded Baun as head of the entire apparatus. The outcome of this veritable
power struggle and its consequences will be analyzed against the backdrop of
the service’s uncertain prospects. From 1949 onward, those involved in political
negotiations about the establishment of a West German foreign intelligence
service always had the existing apparatus in mind. The establishment of
the BND must therefore be considered in light of the fact that the Gehlen
Organization was US-dominated for almost ten years. An examination of the
service’s structural features reveals how weak the BND’s management was in
the 1950s, as well as the causes and consequences of that weakness. The two
founding moments of the BND—those of 1946 and 1956—provide a case
study of how the political will to shape the institutions of the young West
German democracy was constrained by existing facts and continuities. They
also illustrate how strongly Gehlen, as an instance of continuity in the BND’s
personnel, was able to shape these circumstances.

The Creation of the Intelligence Apparatus

In August 1945 Reinhard Gehlen and six other former Wehrmacht officers
left an American prisoner of war (POW) camp in Oberursel for the United
States.! The FHO documents that were to serve as the basis of the first military-
historical studies had already been taken to the United States, and it was only
thanks to the assistance of a US officer that Gehlen and his group were able to
follow them there. Gerhard Wessel, Gehlen’s longtime colleague and successor
as FHO chief (and later as BND president), remained in Germany.” There he
served as Gehlen’s link to Hermann Baun, who had been one of the most im-
portant experts on Eastern Europe in the Wehrmacht’s military intelligence
service. Born in Odessa in 1897, Baun had worked for the German consulates

16 GYCH - VOL. 6



in Odessa and Kiev between 1922 and 1937 before joining the Abwehr (the
Wehrmacht’s military intelligence service). During the war, he headed the
Abwehr unit Leitstelle I Ost, directing frontline espionage against the Soviet
Union. In September 1945 Baun presented the US Army with an initial plan
for the establishment of an intelligence service." The area of operations was to
cover no less than the entire Soviet-controlled sphere in Europe, the Middle
East, and the Far East. Initially, however, G2, USFET (United States Forces
European Theater)—the division of the US occupation force responsible for
military intelligence—only received approval from the War Department for
a much smaller operation. Yet despite being instructed to gather information
about spies in the American-occupied zone of Germany only, Baun adhered to
his rather grandiose plans. The US officers of Operation Rusty, the code name
for the project, decided without authorization to let Baun do as he liked.”? They
also met his requests for money and goods that could be sold on the black mar-
ket, and soon they were supplying him with more than he requested.”

Thanks to this generous funding, the number of permanent employees
and informants increased dramatically within a few months, from 150 0on
May 1, 1946, to more than 2,000 on May 1, 1947."* The number of American
employees did not grow at anything like the same rate. Until spring 1947
just two officers, John R. Deane Jr. and Eric Waldman, were responsible for
supervising Operation Rusty.® The twenty-seven-year-old Deane had made
a career as a platoon leader, and by the end of the war he was commanding
a battalion. Waldman had fled Nazi rule in Austria and enlisted in the US
Army in 1942. Both men already had some experience of the Soviet Union.
During the latter half of the war, Deane’s father had worked as an American
military attaché in Moscow, where he witnessed the growing estrangement
between the wartime allies.’® Waldman, for his part, served in the Eastern
Europe section of the Pentagon’s intelligence division in 1945.” Deane and
Waldman were among those officers who recognized soon after the war that
the Soviet Union was emerging as the United States’ new opponent. They do
not appear to have been too concerned by their inability to supervise Baun’s
burgeoning apparatus or indeed to keep an eye on Baun himself. As Deane
once noted laconically, “Baun was constantly going off somewhere, no one
knew where, making contact with someone, no one knew whom.”*® For Baun,
these working conditions could hardly have been more favorable. Thanks
to the United States’ enormous financial support and the army’s complete
inability to exercise control, he could create exactly the espionage apparatus he
had envisaged.

Baun’s plans for the structure of the apparatus were inspired by the
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Abwehr’s frontline intelligence operations during the war against the Soviet
Union,” whereby a team of managers would direct espionage activities and
gather, check, and pass on the information that had been procured. Wherever
possible Baun staffed his team with people he knew personally and who ide-
ally had served in similar functions during the war.? Initially, only prisoners
scattered across American POW camps were hired, as they could be recruited
inconspicuously by US officers. However, this made it very difficult to find ex-
perienced administrative staff. In the very early days, Kurt Liechr and Rudolf
von Glinski were responsible for administrative tasks. Before the war Lichr,
a renowned pilot, had flown a scheduled service to Moscow and Leningrad,
and in August 1939 he piloted one of the planes that brought Joachim von
Ribbentrop’s delegation to Moscow to sign the German-Soviet nonaggression
pact.” He had no administrative experience. Staffing decisions such as this
were typical of Baun'’s carly priorities, when the primary objective was to revive
and expand espionage activities as quickly as possible so as to deliver on the
big promises that had been made to the army. Von Glinski, who came from
the attaché service and spoke English, focused on translation and performed
administrative tasks on the side.?? The former Abwehr officers considered the
creation of a functioning administration to be of secondary importance or
even a hindrance, as they believed that successful espionage required extreme
flexibility and the ability to make quick decisions on the ground.”

The espionage activities themselves were decentralized. Baun provided his
agents, who mostly comprised former mobile frontline intelligence officers,
with American goods and currency, and instructed them to revive their old
contacts or, where possible, make new ones. If the agents managed to establish
stable connections—or, to put it more accurately, if they managed to establish
the credibility of these connections—they received long-term funding. This
was then used to recruit more agents, who in turn established their own in-
telligence connections.”® As a result, field offices based on personal networks
emerged, and these field offices maintained several subordinate offices. The
word “offices” is something of an overstatement, though, since their personnel,
the focus of their operational work, and their internal structures were hetero-
geneous, inconsistent, and always heavily influenced by the personality of their
first director.”’

Baun did not see this inconsistency as a disadvantage. In fact, he deliberately
refrained from intervening in the establishment of the field offices and defining
their responsibilities. Instead, he let recruitment and organization develop
their own dynamics in the field. As a result, growth was uncontrolled and
employees tended to follow their own whims. By mid-1946 at least six field
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offices had been set up in this manner. The Gehlen Organization would later
be celebrated for its military intelligence operations in the Soviet Occupation
Zone (SOZ) and the GDR. But there was little evidence of this promise either
in Baun’s initial plan or in the profiles of the field office directors who were
hired. Four of the offices were led by former frontline intelligence officers
who had built links with exile groups and collaborators during the war. For
example, Arthur Moos (code name Ritter), who had been responsible for
training agents in Leitstelle I Ost and was known to have good contacts in
the Baltic countries,”® became the head of the “R” field office in Esslingen. A
second line of continuity led to the German personnel of what was known
as the “Vlasov Army,” where Heinz Herre, one of Gehlen’s most senior staff
members in the FHO and later a leading figure in the Gehlen Organization
and the BND, had been chief of staff.?” In carly 1946 Herre made Baun aware
of Roman Hénlinger, whom Herre had got to know in the Vlasov Army. No
doubt thanks to his Vlasov contacts, Honlinger was entrusted with setting up
his own field office. He recruited several former comrades in arms to the Baun
apparatus, which, in providing a plentiful supply of dollars, real coffee, and
cigarettes, offered a dream workplace. Alfred Bentzinger, who had served in
various Abwehr units in France, was the only figure without war experience
in the East to head a field office. But Bentzinger, who was appointed in
spring 1946, had other qualities. He had numerous good contacts in southern
Germany, for example, many of whom were former members of the Nazi
security apparatuses. His field office, 114, was the only one intended for
counterintelligence and counterespionage rather than information gathering.”®
As these examples illustrate, personal acquaintances and wartime contacts
were decisive criteria for selecting and promoting personnel in the early days.
Purported or actual links to anti-Communist groups in Soviet-controlled
parts of Europe were particularly well rewarded. Thus Baun was able to pursue
his ambitious plans. However, most wartime contacts soon proved to be of
little value as, unsurprisingly, many of them could not be revived. And in any
case, nurturing such contacts had little to do with intelligence gathering in the
SOZ and observing Soviet forces there, since these were skills that would first
have to be arduously learned.

Baun and his staff in Oberursel sought to create performance incentives
in the field offices by fostering competition. Instead of being allocated fixed
budgets, field office directors received money and barter goods depending on
performance. They were allowed to decide for themselves how to deploy these
resources and were not required to submit receipts. The management team
therefore looked solely to the intelligence submitted when allocating funds.
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The more information a field office supplied, the more funds it received, and
so quantity took priority over quality. Few of the intelligence reports submit-
ted had been expressly requested by management, having instead been written
by field agents and their informants (V-Leute) at their own instigation. After
submitting these reports, the field offices would receive more funding, which
they would use to recruit new staff and informants, who would, in turn, gather
more information without receiving any specific orders to do so. This system
ultimately proved to be disastrous, as unsystematic intelligence with little real
content was constantly being fabricated while field agents proliferated uncon-
trollably. Meanwhile, the operation’s management team was overwhelmed,
and it soon became impossible to process the constantly growing number of
intelligence reports.” At the same time, many of the intelligence missions that
the management team had actually assigned were not accomplished.* Because
the informants were tied to the field offices, Baun and his team of managers
were powertless to do anything. The quid pro quo system and funding methods
fueled uncontrolled growth, cemented the field offices’ independence, and,
most importantly, encouraged their tendency to gather and report any and as
much information as possible, with little regard to quality or relevance.

In the first months, information gathering was largely determined by the
informants’ skills, knowledge, and dedication. No training was provided,
and so the operation was wholly reliant on its recruits’ espionage talents
and ability to improvise. In spring 1948, for example, a former Luftwaffe
Oberfeldwebel (flight sergeant) was regarded as the operation’s best asset for
monitoring Soviet air forces in eastern Germany. The man in question lived
in the city of Liidenscheid in North Rhine-Westphalia and spent an average of
two weeks per month observing airfields in the SOZ. Given that his mobility
was impaired, he was not entirely suited to such “flying missions,” but as far
as his commanding officers were concerned, his dedication and finesse more
than compensated for his physical disability. Few of the agents who obtained
information from the SOZ actually lived there, but instead gathered their
information on trips. The recruitment of informants in the early days was
similar to the recruitment of permanent staff insofar as the most important
criteria were that they were immediately available and promised to deliver
rapid resules.”

As well as channeling the flow of funds, Baun’s managers attempted to use
their (admittedly rather fragmentary) organizational knowledge as a steering
tool. They ensured that field offices were kept in the dark as much as possi-
ble about who else was working for the apparatus. The idea behind this se-
crecy was that it would enable managers to compare and better evaluate the
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information that the field offices had obtained independently of each other.*?
A side effect, however, was that Baun’s intelligence service began to spy on it-
self. In early November 1946, for example, a report was received that a for-
mer Major Moos was attempting to recruit Estonian agents from a displaced
persons camp in Geislingen, near Stuttgart. The Major Moos in question was
Arthur Moos, the field office director mentioned above.® The field office that
had filed the report was immediately instructed to “cease observing M,** but
it was not informed that Moos was in fact a colleague. Another negative ef-
fect of the field offices’ isolation from one another was that it further increased
the number of reports being produced, leading to duplications and a greater
risk of agents working for multiple field offices. Identical information reached
Baun’s managers by various channels, creating the impression that the infor-
mation was more credible and significant than it actually was. Thus, not only
was the apparatus failing to achieve its goal of comparing and evaluating infor-
mation more effectively, but the siloing of the field offices had turned into a
liability. In addition, it intensified field offices’ tendency to mistrust and resist
any attempt by management to find out about their personnel. After all, infor-
mants were the most valuable resource in the competition with the other field
offices, and they needed to be protected.

The financial autonomy afforded field office directors and the misguided
criteria for allocating funds not only led to irreparable weaknesses, but also
caused Baun’s organization leadership to become dependent on the field offic-
es. Although it succeeded in purely quantitative terms, Baun’s understandable
attempt to have an impressive apparatus up and running as quickly as possi-
ble prevented its managers from having any real control over the field offices.
Neither the leadership nor their American funders had a satisfactory overview
of the composition of their apparatus. Within just a few months Operation
Rusty had grown into a jumble of largely independent, control-resistant, and
siloed networks whose individual parts were tied only loosely to the organi-
zation via American goods and money. One of the few pillars of stability in
Baun’s bloated, out-of-control espionage apparatus was his own personal rela-
tionships with the field office directors, most of whom owed their jobs to him.

The Integration of Gehlen’s Group

On the other side of the Atlantic, Reinhard Gehlen had almost nothing to do
with these developments. Although his group had flown to the United States
in August 194s, it initially had no material to work with, as the FHO docu-
ments had been seized by the division of the War Department responsible for
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archiving looted German archival material. During the war the United States
and Britain had devised plans for systematically taking control of German files,
a plan that triggered clashes among the economic and military, historical and
political, and legal and intelligence preferences of numerous agencies.” Inter-
est in the German files was soon accompanied by an interest in hiring at least
a few Germans to evaluate the material. Gehlen’s recruitment and move to the
United States took place at a propitious time, as the Allies’ keen interest in
German expertise had created a thriving labor market for academics, military
officers, and civil servants. His post-1945 career path has been portrayed (not
least by Gehlen himself) as a chain of fortunate circumstances at the end of
which he, the defeated Wehrmacht general, convinced his victors of his value
to them. His success here owed a great deal to the support of a few American
officers who, in spite of their low ranks, were “clear-sighted about the emerg-
ing political trend.”* Gehlen was just one of many elite German functionaries
to be employed by the Allies after the war,”” when numerous US officers, act-
ing on their own initiative, seized the human and material “resources” of the
defeated Germany without having a clear idea about what their specific long-
term benefits might be. Contrary to how it appeared to those involved at the
time, Gehlen’s recruitment was not unusual. However, it did demonstrate two
unique features. First, Gehlen’s group managed to change the character of its
work during its stay in the United States. Although it initially focused on the
history of the war, as the months passed it was also asked to evaluate current
material from the US intelligence service. From spring 1946, at the latest, the
content of the Gehlen group’s studies makes it clear that the Americans intend-
ed to record German experiences for reference in any future conflict with the
Soviet Union.* In light of worsening relations with Moscow, the War Depart-
ment believed in the relevance of the group’s work. The group’s second unique
feature was its link to the intelligence apparatus that Baun was setting up in
Allied-occupied Germany, an apparatus whose structure and focus would soon
become the raison détre of Gehlen’s group.

It took around four months for the first direct contact to be established
between Gehlen in the United States and Wessel and Baun in Germany. The
ensuing correspondence is remarkable for several reasons, not least for its am-
biguity. Gehlen’s letters, which were, of course, monitored by the Americans,
combined pledges of loyalty to the United States of America with general
claims to leadership of the intelligence apparatus in Allied-occupied Germany.
Baun, for his part, officially recognized Gehlen’s guidance and provided spo-
radic work updates. However, in practice Baun merely conveyed decisions he
had made under his own authority, insisting to Gehlen and the Americans that
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he retain the professional autonomy he had enjoyed during the war as head of
Leitstelle I Ost.* For the time being, Gehlen had no choice but to agree. He
declared himself “100 percent in agreement” and wrote that he “would like to
work for a few years within the framework desired by Otto [Baun].*® Here we
find the roots of accusations made later by both parties that each had acqui-
esced to the other’s leadership and then reneged on that promise.

Serving as Gehlen’s deputy in Germany, the affable and competent Wessel
established himself as the point of contact for the officers of G2, USFET. In
March 1946, just as work was about to officially begin, Baun asked Gehlen for
a general assessment of the political situation and an outline of the direction
espionage activities should take. Gehlen drew up a proposal for “Organizing
Initial Work” as well as an “Overview of Critical Intelligence Questions.”
However, he had these documents sent to his confidant Wessel rather than
to Baun, with the instruction that the papers be forwarded to G2, USFET,
which would then put them into force for Baun. Wessel was told to proceed
in the same way with future instructions. Gehlen’s “proposal” was based on
the nominal counterintelligence mission and was therefore outdated from the
start.”? He had deliberately kept the intelligence questions wide-ranging and
thematically broad, as their purpose, he wrote, was to give Baun’s work “an ini-
tial framework.” The American officers did not influence the content of Ge-
hlen’s instructions,* which did go into effect; but their very general character,
plus the chaotic way in which the apparatus actually functioned, meant that
they hardly played any role at first. Nevertheless, they were useful in helping to
maneuver Wessel into the role of permanent liaison between the army and the
incipient intelligence service. Gehlen and Wessel thus managed to achieve a
position of prominence vis-3-vis the Americans, yet this had no impact on the
activities of Operation Rusty, as Baun continued to control American goods
and money, as well as relationships with the field offices.

This was the situation when Gehlen and his group returned to Germany
from the United States in July 1946 in order to be integrated into ongoing
operations. This instruction was based on a plan, drafted by Wessel, which
stipulated that Operation Rusty should now comprise an Information
Gathering section, to be headed by Baun, and an Evaluation section, to consist
of four members of Gehlen’s group plus Wessel himself. Wessel did not set out
a clear hierarchical relationship between the two groups, simply stating that
“Group X [Baun] will provide the intelligence material; Group Fritz [Gehlen]
will process and evaluate it.” The “spatial unification,” he added tersely, would
“ensure” collaboration.” Deane accepted this plan virtually unchanged and
passed the English translation on to his superior, General Edwin L. Sibert.*
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Wessel's proposals were undoubtedly commissioned by US officers and were
probably intended to serve as a basis for the War Department’s imminent
decision in July 1946 on whether the project should be continued or not. The
lack of major differences between Wessel's draft and the American version
suggests that Deane and Waldman had convinced their superiors that a well-
structured, efficient apparatus was already in place. As far as the relationship
between Gehlen and Baun was concerned, the American version stated that
Gehlen would oversee the “coordination of the efforts of this group [Gehlen’s
Evaluation section] with those of the Information group.”” According to the
“plan,” Wessel would serve as Gehlen’s deputy. No other details were offered.
However, Wessel's work journal reveals his appointed tasks: to evaluate the
“overall situation” as well as the contents of the Neue Ziircher Zeitung.*

Increasingly in the months that followed, Deane and Waldman had the
Germans prepare reports to serve as a basis for negotiations in Washington
on the continuation of the operation.”” American documents reporting on
Operation Rusty at the time therefore present a rather rose-tinted view. When
we compare these with the German sources in the BND archives, we find
they conceal in particular the very limited scope of the Gehlen group’s work.
The close relationship between the US officers and the former Wehrmacht
officers ultimately led to a continued supply of misinformation to more senior
American officials. But the American documents are unrealistic in another
respect too: they put Gehlen officially in charge of the project as a whole,
a role he gladly accepted, but in reality the field offices—the heart of the
operation—escaped his influence and remained loyal to Baun.

As the army did not intervene and Gehlen lacked the means to enforce
his leadership, the integration of the Gehlen/Wessel group did not change
the entrenched structures of Operation Rusty. Baun remained in charge of
the budget. Only his section was able to hire new staff; and his authorization
was needed before black market goods could be procured. For the time being,
then, Gehlen was completely dependent on Baun. The case of Gustav Hilger
illustrates this relationship and the problems it caused. When the war ended,
Hilger was regarded as one of the top experts on the Soviet Union.® He had
lived in Russia for over forty years, eighteen of which he had spent working
for the German embassy in Moscow. The army brought him to the United
States, where he prepared studies for the military intelligence service and the
Department of State. Like Gehlen, he returned to Germany in July 1946 and
joined Operation Rusty, becoming a member of Baun’s leadership team, where
he was to work on “political and defense questions in the Eastern region.”
Gehlen immediately tried to recruit this prominent expert to his own section,
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but Baun successfully resisted.”* Hilger therefore had no input on the analysis
side in the second half of 1946, to the mounting dissatisfaction of members of
the Evaluation section, who wanted to benefit from his political expertise.”

The supply of resources caused similar tensions, as illustrated by Gehlen’s
rather grotesque battle for a car. Hitherto only the Information group had had
a car,”*so in mid-September Gehlen requested a car for the Evaluation section.
Baun, whose authorization was needed for larger requests such as this, refused,
saying simply: “Don’t have a spare one.” Four weeks later Baun became more
amenable to the idea and promised a car would arrive in the coming days.
Gehlen then decided that, “as a matter of principle and for psychological
reasons,” the car should be made available to him alone. Twelve days later, a
car did arrive at the warchouse, but it could not be driven yet: “F [Gehlen]:
Battery’s still missing.” Baun was supposed to bring the missing battery back
from his next trip to Heidelberg, but nothing seems to have come of this, as
Gehlen was soon trying to arrange a car by other means® Wessel's journal
includes more accounts of such unpleasantries, including a long fight for a
typewriter.”

The Gehlen group’s complete dependence on Baun for supplies fueled
more discord from fall 1946. Amid the chronic shortages of Allied-occupied
Germany, the power to allocate food and scarce goods was a trump card, and
among German spies it soon became more important than wages. Baun’s
authority over finances was the ultimate instrument of power. As well as
undermining Gehlen’s claim to leadership, it ensured that the Evaluation
group could not expand. In the second half of 1946 just one typist was
recruited to the group,” while the Information section kept growing.
Contrary to the BND founding myth, Hermann Baun, not Reinhard Gehlen,
dominated the carly phase of Operation Rusty, whose focus was therefore
information gathering rather than analysis. The deployment of staff and
resources increasingly became a matter of prestige rather than necessity in the
simmering antipathy between Baun and Gehlen. From the outset, then, the
new German intelligence apparatus was burdened with rampant growth, lack
of control, poor results, and conflict at the top.

Under these conditions, it was practically impossible for Gehlen and
Wessel's Evaluation team to have much input into the work of the Information
section.’® They submitted information requests in the form of “intelligence
missions” at irregular intervals, with thirty arriving on the desks of Baun’s
managers by carly 19477 However, rather than immediately passing these
missions on to the field offices, the managers added them to their own
operational tasks, frequently altering their focus in the process.®® As a result,
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it could take several weeks for the Evaluation section’s intelligence requests
to reach the field offices, which in turn could not be relied upon to respond.
But the relationship between Evaluation and Information Gathering was
unsystematic and unsatisfactory in the other direction, too. Gehlen’s group did
not have direct access to incoming counterintelligence and counterespionage
reports, as Baun’s staff first summarized these as “defense reports,” had them
translated into English, and then sent them straight on to G2, USFET. Only
then was Gehlen allowed to see the reports and submit follow-up questions,
which were then converted by members of the Information leadership team
into intelligence missions for the field offices. When the army sent queries,
these were forwarded first to Gehlen and then to Baun’s Information staff,
which was the real hub of this very awkward, counterproductive flow of
tasks and reports. Staff in Baun’s section even began to evaluate information
themselves without any input from Gehlen’s section. In fact, the staff of
Gehlen’s section did not even know how Baun’s apparatus functioned. In an
internal meeting, for example, one of Gehlen’s employees asked, “What does
O [Baun] do with our requests for intelligence? How does he pass them on?”®
The question was never answered. For many of the agent reports from the first
few months, there is no evidence in the archives that they ever found their way
to Gehlen’s Evaluation group.

Within its first year, Operation Rusty had turned into a graveyard for infor-
mation of various kinds and varying quality. It is therefore difficult to define
what exactly the operation’s focus was in terms of espionage. In his commu-
nication with American officials, Gehlen always emphasized the gathering of
operational military information, an emphasis that is also clear in American
documents.® However, given the organizational idiosyncrasies and workings
of Rusty, these documents should not be taken at face value. A great deal of
the information procured by Baun’s apparatus never made it to Gehlen; often
it was never even forwarded to the army, as Baun’s staff would filter it, use it
themselves, or simply throw it away. A cursory examination of the records in
the BND archives suggests that the investigation of suspected or actual Com-
munist activities in the American Zone of Occupation formed a large part of
the Baun section’s espionage activities.%*

The large discrepancy between the two groups in terms of staff numbers,
combined with a jealous determination by both sides to avoid sharing respon-
sibilities, created an extremely circuitous process of information exchange in
which Gehlen’s Evaluation section was sidelined. Once Baun’s staff began to
evaluate incoming reports themselves, Gehlen and his little group became an
increasingly insignificant element within Operation Rusty.
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What Future? A Meeting and Its Consequences

Gehlen would later repeatedly claim that one of the most important milestones
in the prehistory of the BND was reached on August 30, 1946. On that day, he
came to a verbal “gentleman’s agreement” with General Sibert, the American
occupation forces” chief of intelligence staff. The agreement concerned the
conditions under which the Germans would agree to continue working for the
Americans.® This meeting was indeed of great significance, but not for the rea-
sons Gehlen suggested. Sibert, one of the US Army’s most prominent intelli-
gence officers,* was about to transfer to the newly formed Central Intelligence
Group (CIG), the precursor of the Central Intelligence Agency (CIA), and he
planned to take Operation Rusty with him. In the previous weeks, Sibert had
hinted that German staff would be transferred to the United States. Now he
made two additional demands: the operation was to be thoroughly audited by
American specialists, and then integrated into the CIG.“ While Gehlen and
Wessel agreed to this—and indeed it was not difficult for them to agree—Baun
was reluctant to give the Americans a comprehensive look inside his sprawling
apparatus.®® No “gentleman’s agreement” was actually concluded between the
Germans and the Americans on that day; there was not even room for it on
the agenda. The aim was simply to explore whether and how the German espi-
onage team might continue working for the United States. Sibert dictated the
conditions, and Gehlen was quick to accept them. Baun, on the other hand,
would not agree to them, as they were antithetical to his understanding of the
character and workings of his apparatus. The Americans did not take kindly to
this, and so the Sibert-Gehlen discussion paved the way toward a settlement of
the conflict between Gehlen and Baun.

As Baun’s resistance appeared to be threatening Operation Rusty’s contin-
ued existence, Gehlen and Wessel sought to extend their influence into the
workings of the Information section. On September 30, Gehlen passed along
leadership of the Evaluation section to Wessel so that he himself could focus
more on Baun’s activities.”” Meanwhile, Wessel attempted to improve access to
the Information Gathering apparatus by introducing organizational reforms.
In November he changed the way work was allocated in Evaluation, order-
ing that in future each employee was to work only on “order of battle” intelli-
gence’® and produce regular intelligence requests for Information Gathering.”
Wessel’s aim here was to strengthen the field offices’ focus on military intelli-
gence in the SOZ, as this was where the Evaluation team’s wartime expertise
lay.

Thus, from fall 1946, Gehlen and Wessel attempted to exert direct influ-
ence over the Information section, for which Baun had hitherto been solely
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responsible. There is nothing in BND documents to support Gehlen’s lat-
er claim that he had developed at an early stage and consistently pursued the
foundational idea of building a unified intelligence service that integrated in-
formation gathering and analysis.”* Indeed, this concept did not stem from
his wartime experiences, as he repeatedly insisted.” It was only when the army
put pressure on Gehlen and Wessel (one of Baun’s sharpest critics) to assert
control over the entire apparatus that these two men departed from the or-
ganizational structures they had learned in the Wehrmacht. And it was not
until fall 1946 that they took steps and devised strategies to bring Informa-
tion Gathering and Evaluation closer together. These ideas were not based on
professional conviction. They were simply a means of endowing their claim to
leadership—a claim that had hitherto existed only in US Army papers—with
a material foundation.

The transfer of Operation Rusty to the CIG was discussed in New York
on December 19, 1946. In line with General Siberts view on the matter, the
final decision was postponed until after the operation had been audited by a
CIG expert.” Knowing that the army hoped to hand the operation over to
the CIG, Gehlen and Wessel now had a chance—and indeed were under
great pressure—to resolve the conflict with Baun. In late 1946 and early 1947,
they hastily drafted a proposal for establishing a German leadership team that
would be in charge of the entire apparatus and report directly to the US officer
in charge, Deane. In doing so, they referred to the two sections, Evaluation
and Information Gathering, as a single organization for the first time. Before
this, only Baun’s apparatus had been called an “organization” in internal com-
munication and correspondence with the army. In the proposal the “overall
organization” comprised all sections of Operation Rusty. Gehlen clarified the
final terminological ambiguities by hand: as an “intelligence expert, Baun
would not be part of the “overall leadership” and would instead head a depart-
ment within the “overall organization”” Gehlen, in contrast, as the newly in-
stalled chief, would have control over the allocated resources and command
authority over the field offices. The word “organization” had become a cipher
for Gehlen’s claim to leadership.

In mid-January 1947, shortly before the decision on these plans was due,
Gehlen and Wessel sought to bolster their ambitions by invoking their alleged
agreement with General Sibert for the first time. Sibert, Gehlen wrote, had
instructed Gehlen to “take charge of Op. Rusty in Germany. This general
order was not given in writing. I [Gehlen] accepted this order because 1.
General Sibert fully supported in both ideological and professional terms the
basic views I presented to him; 2. Mr. Berndt [Baun] and his group, which was
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created during my stay in the US, agreed to report to me.””¢ Gehlen and Wessel
had become more self-assured and better at adapting to the haphazard and
constantly changing conditions of the early postwar period. Just as a decision
was about to be made on integrating the unruly German apparatus into the
strictures of the young CIG, Gehlen and Wessel provided their sponsor with
a founding narrative in which the key messages were political and professional
consensus; deliberate, considered actions; and rational, effective structures.
None of these messages reflected the realities of the past year of espionage
work in Germany. There were no official minutes of the meeting with Sibert,
and so it was easy for Gehlen to invoke it for justification. Outsiders knew
nothing about the history of the intelligence service. Shortly after the war and
in the decades that followed, Gehlen shrewdly used this history—or rather,
his version of it—as both a political instrument and his own personal hero
narrative. But the gap between the BND founding myth and historical reality
could hardly have been wider.

The almost irresponsibly unconcerned Deane and Waldman accepted
Gehlen’s proposal.” They were still following Sibert’s plan to hand Operation
Rusty over to the CIG, but Baun, who wanted to keep his apparatus
independent and opaque, posed a major obstacle. They decided that the
compliant Gehlen would be a far more amenable chief, even though his
Evaluation section had hitherto played a negligible role within the operation
as a whole. In February 1947 Deane set out in writing the rights and duties
of the German chief of operations and officially transferred these to Gehlen.
By handing control of finances over to Gehlen, the army deprived Baun of his
authority, thereby resolving the power struggle.”® One reason for Baun’s failure
was his attempt to assert the service’s autonomy. Gehlen would later claim that
he himself had fought for this autonomy, but in reality he had never even tried.

Organizational Development: Structures in Spring 1947

Gehlen and Wessel were now able to recruit more staff for Evaluation,
define its functions, and, most importantly, transfer people there who had
previously worked in Baun’s section. In March 1947 two new subsections
were created within the Evaluation group: Political Evaluation, headed by
Gustav Hilger, and Economical [sic] Evaluation, headed by Helmut Klocke.
During the Third Reich, Klocke had published studies on the sociology of
agriculture that established him as an expert on the East. In 1936 he joined
the Reichsluftfahrtministerium (Ministry of Aviation), and during the war he
worked in Fremde Luftwaffe Ost, the Luftwaffe’s intelligence service.”” Heinz
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Herre was placed in charge of the Press Evaluation department, which now
joined the Evaluation section, having previously worked independently.*® With
Gehlen as chief of the entire organization, the Evaluation section immediately
experienced enormous growth. Within just a few weeks the number of
employees doubled, and the hiring of Hilger and Klocke gave the section a
more civilian profile. The English terms used indicate that the purpose behind
all steps taken during this time was to gain American approval. Gehlen was
determined to visibly “Americanize” the apparatus.

In the realm of Information Gathering, the newly installed leadership duo
made no organizational changes and hardly any staft changes. Initially they
did not even part ways with Baun, around whom the entire apparatus had
been constructed. They wanted to intensify the intelligence service’s activities
throughout the Eastern Bloc and still saw espionage against the Soviet Union
as a job for experts, in which experience was the key to success. “The agent
service against Russia is to such a large degree a matter of long experience and
accurate knowledge of the Russian mentality that only a very few German offi-
cers were able to lead and employ Russian agents with any degree of success,”®
Gehlen had told the Americans in summer 1945, and he continued to adhere
to this view. Just one change was made: Hans-Jiirgen Dingler, a distant relative
of Gehlen’s, was appointed to keep an eye on Baun as his chief of staff. Gehlen
believed that Dingler, who had headed an Abwehr unit in Silesia from 1937 to
1939, had the necessary expertise.”” Dingler immediately began systematizing
work processes and maintaining a high presence in the field offices. On his ini-
tiative, directives were issued more often in written form and were coordinat-
ed better with the Evaluation section.®” Such measures were urgently necessary
responses to the ever-increasing workload, which could no longer be handled
under Baun’s management style. The changes were welcomed in the Informa-
tion section too.** In May 1947 Baun was replaced by Dingler as head of Infor-
mation Gathering and demoted to head of a small office cut off from the rest
of the apparatus. Nevertheless, his reputation as an espionage expert remained
intact. Even Gehlen remained in thrall to this reputation for a while. In ecarly
1948, as the Cold War was becoming a reality and it was still proving impos-
sible to procure critical political information from the Soviet Union, Gehlen
floated the idea of bringing Baun back into the leadership fold. Ultimately,
however, Dingler and Wessel rejected the idea. Baun remained employed by
Gehlen’s intelligence service until 1949 and was tasked with forming high-level
connections. Disputes continued, though, and he was let go in October 1949
after it was proven that he had embezzled funds.®* He died of cancer in 1951.

Changes at the leadership level in early 1947 had little impact on the field
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offices, as it was virtually impossible to effect real organizational change in
these very heterogeneous entities. A staff shake-up was not even attempted,
and all field office directors who had been appointed under Baun were still in
their positions in spring 1947. Timid attempts to implement structural chang-
es were similarly ineffectual. To coordinate their work better, from late March
1947 field offices were allowed to ask the Information team whether specif-
ic persons were in contact with other offices.*® However, direct communica-
tion between the field offices remained prohibited. It often took weeks for
them to receive responses to their queries, if indeed they received any at all. A
rule stipulating that inquiries be answered within four weeks was introduced
in June,*” but the situation did not improve. The field offices continued to be
opaque conglomerations of personnel networks that were cut off from each
other and indeed cut themselves off from each other. In October the Infor-
mation team demanded that “the offices’ files be expanded in order to provide
every office director with an overview of his agents and connections.”® Such
an overview should have been a given. Yet three-quarters of a year after Gehlen
had assumed leadership of the service, and more than one and a half years after
the Germans had begun espionage activities for the occupying power, no one
could keep track of who worked for the apparatus. The sprawling field offices
remained as impenetrable as ever. The advantage of this for the field offices
themselves was that it allowed them to simulate potential that did not actually
exist.

Still with a view to integrating the German staff into the new American
central intelligence apparatus, Samuel Bossard, a CIG expert on Germany and
an experienced intelligence officer, conducted a review of Operation Rusty in
March and April 1947. After visiting the leadership staff and a few field offices,
he submitted a report that clearly shows how difficult it was for an outsider to
come to grips with Rusty as an entity and realistically assess it. For example,
Bossard described two offices—the MEZ (Mitteleuropiische Zentrale, Cen-
tral European Head Office) and the SEZ (Siideuropiische Zentrale, Southern
European Head Office)—as the link between the field offices and the Infor-
mation Gathering stafl.* The MEZ and the SEZ were supposed to pass intelli-
gence missions on to the field offices and gather reports received from the field
offices and send these to the Information section. Or at least this is what had
been envisaged in Baun’s original plan. But while the MEZ had been operating
from its base in Munich since April 1946, the SEZ office had never actually ex-
isted in the form envisaged. Instead, it was identical to Herbert Dohnal’s field
office 13. Bossard had received an organizational chart of the field offices, taken
the information at face value, and simply reproduced this in his report.
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It is worth examining this example in more detail. Dohnal, who had spied
on the Soviet Union as a frontline intelligence officer during the war, had
been part of Baun’s Information section since August 1946,” setting up a field
office in Salzburg which was initially responsible for espionage in Austria.
Until the spring of 1947, all intelligence requests concerning Austria were
directed to Dohnal’s office 13. In May 1947 field office 4913 was created. Under
its recently recruited director, Emmerich Ofczarek, 4913 was responsible
for counterintelligence in Austria. Although it was allocated resources by
Dohnal’s office, it worked independently.” Ofczarek is a good example of how
directors were recruited and deployed by the Information section in the carly
days. Born in Vienna, Ofczarek had worked for the SD (Sicherheitsdienst,
the Nazi intelligence service) and served in an Abwehr commando during
the war. In the final year of the war he became acquainted with Heinz Herre.
In addition, his school friend and comrade in arms Kurt Kohler had joined
Baun’s staff in August 1946 to set up the counterintelligence unit.”* Thanks
to his connections to two high-ranking staff members, his “secret service
experience,” and his contacts in Austria and Czechoslovakia, Ofczarek’s
postwar intelligence career took off immediately when he was offered a senior
position.”®

Field offices 13 and 4913 remained the only ones in Austria that reported
directly to Information Gathering staff. However, there is some evidence to
suggest that, at the time of Bossard’s report, the organization was planning on
creating more field offices in Austria that, like 4913, would be subordinate to
Dohnal’s office.”* In early 1947 Dohnal was being introduced to other field of-
fice directors as head of the SEZ.” The intelligence service’s descriptions of
itself mixed up plans with current realities. In keeping with Baun’s vision, the
Information apparatus had been a promise for the future right from the begin-
ning—a promise to the United States, but also to the apparatus itself. The ide-
alistic plans had an integrative effect as long as employees believed that these
plans could be realized. They assigned staff a role in the brewing confrontation
between the blocs, though the real role played by German intelligence staff
was far more modest. It was impossible for Bossard to see what was happening
behind the scenes of Operation Rusty, and so the apparatus’s deliberate self-
deception was replicated in his report.

The Bossard report recommended that the CIG take over Operation Rusty,
but the former was reluctant to assume responsibility for a chaotic intelligence
service led by former Wehrmacht officers and staffed by former Abwehr and
SD members. Once again, then, the decision was to wait; the CIG wanted
to determine whether any useful parts might be salvaged if the service were
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liquidated. After so much investment, however, the army was not prepared
to wind down Operation Rusty straightaway, and so it decided to keep fund-
ing the operation for the time being. Otherwise the army did not intervene
much, but simply let things take their course. This is evident from the fact
that, until summer 1949, the number of American employees working on the
operation in Germany remained wholly insufficient. As a result, the organi-
zational structures that had developed during the first few months of the op-
eration remained intact. The lack of change in personnel was striking too. All
the field office directors working for the operation in the summer of 1954 had
been there since before 1949; indeed, most of them had joined the operation
in 1946/ 47. Their careers during the war ranged from SS Untersturmfiihrer
to Generalleutnant of the Wehrmacht. Employees who proved to be reliable,
understood the service’s mechanisms, and were able to work within them had
been able to carve out careers in the fragmented, insular, and siloed apparatus.
But it remained to be seen which of these employees would make it into the

BND.

From the Gehlen Organization to the BND

In 1949 the Gehlen Organization went through two major changes. First, the
founding of the Federal Republic of Germany that year made the previously
rather theoretical prospect of working for the new West German state more
concrete. Second, on July 1, 1949, the CIA took charge at the organization’s
headquarters in Pullach.”® James H. Critchfield, a young, highly decorated col-
onel who had left the army to join the CIA in 1948, was appointed chief of
the American command there and held this role until the BND was established
in 1956.

From the beginning the CIA worked under the assumption that the Gehlen
Organization would eventually be handed over to the Federal Republic”®
and indeed actively supported this transfer”” In May 1951 John J. McCloy,
the US High Commissioner for Germany, suggested to German Chancellor
Konrad Adenauer that the latter discuss this prospect with Gehlen so that
the political framework would be in place as soon as the Allied occupation
ended.”® As the CIA expanded its own operational capacities in Germany in
the early 1950s, the importance of the Gehlen Organization as an intelligence
service dwindled. At the same time, though, the Gehlen Organization gained
political significance as a future partner. Paradoxically this was reflected in the
attempts of CIA staff in Pullach to exert more control over the organization.
When they took over in 1949—a time when transferring the intelligence
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service to the Federal Republic still scemed a distant prospect—Critchfield
and his officers were determined to finally establish effective monitoring of the
Gehlen Organization’s operational work. Along with other measures," the
budgeting of operational work was changed so that all intelligence-gathering
operations outside the territory of German Democratic Republic (GDR), the
former SOZ, had to be individually applied for and approved. This gave the
Americans an insight into the organization’s intentions, potential, and, most
importantly, intelligence contacts in the Soviet satellite states.” For a long
time the CIA had extensive and in-depth knowledge of operations, structures,
and personnel in Pullach. Its knowledge of the Gehlen Organization’s internal
workings was a major reason why the Americans continued to provide support
for the organization despite its many flaws. If they had insisted on creating a
new German intelligence service, they would have lost such “insight.” Realizing
this, the Gehlen Organization naturally resisted such interventions.”
Following the CDU/CSU’s federal election victory in September 1953 and
the failure of the European Defense Community in August 1954, it had
become evident that responsibility for the Gehlen Organization would soon
be transferred to the West German government, so from 1953/54 onward the
CIA increasingly tried to avoid conflicts. Thus, despite growing doubts about
Gehlen’s competence—doubts expressed in drastic terms in some internal
correspondence—CIA staff in Pullach were instructed to limit their efforts
to exert greater control lest the agency’s relationship with a future German
foreign intelligence service be damaged."**

The United States’ political support and forbearance in operational matters
played into Gehlen’s hands as preparations to create a German foreign intelli-
gence service got underway. When the BND was being set up in the mid-19s0s,
the occupying powers exerted far less pressure than they had done vis-a-vis the
Verfassungsschutz (Federal Office for the Protection of the Constitution) and
police force just a few years carlier)” Experiences—positive or negative—
gained during the Weimar Republic were of little help in creating a foreign
intelligence service. Internal political debates therefore revolved around the
big and still unanswered questions about political oversight, whom the service

should report to, and its remit,'*®

while questions about its organization and
composition were neglected. Gehlen quickly filled this gap, and from the be-
ginning the Federal Chancellery was prepared to meet his demands. In fact,
back in December 1950, Adenauer’s right-hand man, Hans Globke, had prom-
ised to “fully take over” the organization as soon as it was politically possi-

ble and the issue of financing had been clarified.”” Staff at Pullach provided
Globke and Adenauer with memoranda which the federal cabinet then used
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when discussing the establishment of the BND.'”® Once the die had been cast
in Gehlen’s favor in 1953, neither the German government nor the opposition
put forward independent proposals about the form a German foreign intelli-
gence service should take. When Siegfried Beermann, the SPD parliamentary
group’s security policy adviser, outlined his thoughts on the supposedly new
service, he used the subject line “Gehlen Organization” as a matter of course."””
The lack of political interest and initiative allowed Gehlen to present the
structures and idiosyncrasies of his apparatus, which had emerged by chance
rather than design, as the desirable, even ideal, form for a German foreign in-
telligence service. This is well illustrated in his responses to unforeseen crises
that once again stalled the takeover of Gehlen’s service.

In November and December 1953, numerous agents in the GDR were

apprehended by the Stasi in several waves of arrests,"

causing the Bundestag
to finally sit up and take notice. On December 11, Gehlen was called before
the Committee for Questions of European Security (the precursor of the
Defense Committee) to respond to accusations that security precautions
had been inadequate. Because they were classified, his statement and the
subsequent round of questions from Bundestag members were not recorded
in the minutes" However, the BND archives contain notes of the meeting,
taken by a committee member, which were passed on to Pullach by one of
Gehlen’s personal confidants.* The archives also contain a long, detailed
paper dated December 9 on the “Principles of the Secret Intelligence Service,”
the “Safeguarding of Intelligence Work,” and the causes of and measures
taken in response to the recent incidents. This paper was most likely used by
Gehlen as notes for his statements before the committee, or at least intended
for that purpose.’® Both documents mention a “bulkhead system” for the first
time and characterize this system as the Gehlen Organization’s key security
measure. Contrary to appearances, the documents claim, internal siloing
had protected Gehlen’s organization from serious incursions by the enemy:
“No clear knowledge shared from the bottom up, no connections to offices
working in parallel. Only the head office and the office directly involved in
managing an agent (i.c., the branch) have personal details.”"*

Gehlen survived the 1953 crisis by presenting the organizational peculiarities
and weaknesses that had emerged (without his input) in the apparatus’
initial phase as an asset and giving them a memorable and ingenious name.
In the years that followed, the “bulkhead system” became widely accepted
as an essential principle for structuring an intelligence service. In the official
takeover report of March 1955, which was drawn up in close collaboration
with the Gehlen Organization, the “bulkhead system” was described as

Wolf: The Origins of the BND 35



“an administrative maxim governing the intelligence service” Moreover,
this maxim was prioritized over the usual structuring principles of German
governmental agencies: “General administrative principles must yield to the
special requirements of this service.”" Thus, from one moment to the next,
the status quo in the Gehlen Organization became the norm for the BND.
There are no records documenting whether anyone recognized the problems
stemming from the adoption of this principle."®

The “bulkhead system” was better at protecting the BND from pressure to
reform and unwanted political oversight than at warding off attacks by enemy
services. For example, the BND cited this system as a reason for refusing to
comply with the requirement to create a staff council, claiming that candidates
would have to be made known to all staff;, thereby rupturing the internal silos.
Although all federal agencies were required by law to have a staff council,"”
the BND delayed creating one for years, a delay that met with understanding
across party lines."® Throughout Gehlen’s time as head, the “bulkhead system”
was considered sacrosanct within the service. When handling petitions, for
example, “the point of departure [was] the current structure and the existing
bulkhead system.”™ For twenty years the mess inherited from Baun and given
an impressive label by Gehlen during a political emergency formed an insur-
mountable barrier for anyone seeking to subject the BND to scrutiny.

This situation was all the more paradoxical in that the “bulkhead system”
did not remotely fulfill its alleged purpose, namely, to minimize the damage
caused by double agents, as illustrated by the case of Heinz Felfe. For about
ten years Felfe, who joined the Gehlen Organization in 1951, provided the
Soviet intelligence service with important internal information about the
organization and other federal security agencies.” As a Soviet Union coun-
terintelligence agent who enjoyed Gehlen’s protection, Felfe was able to gain
access to areas and operations far beyond his remit.” The “bulkhead system”
was in any case undermined on a daily basis by personal contacts and transfers,
which made the system “ineffective, naive, and basically unfeasible within a
few years,” according to a later internal report.”” The sacred maxim was in fact
a rather mundane shield: for the rest of his life, Gehlen would refer to this
principle in order to play down the Felfe catastrophe.® Immediately after Felfe
was exposed, however, all code names were changed at headquarters and in the
field offices, including in areas that had had nothing to do with Felfe.””* No one
could ascertain how many details of the Byzantine service Felfe had actually
passed on to the Soviet Union. The renaming of all offices could be interpreted

as a precautionary measure. But it also suggests that, within the BND, belief in
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the effectiveness of the “bulkhead system” was extremely shaky at the moment
it was put to the test. It is more likely that the system helped double agents
like Felfe to go undetected, as they were able to justify their security breaches
by referring to higher, undisclosed missions. Other intelligence agencies and
similar organizations also relied—and indeed continue to rely—on strict silo-
ing as a security measure.”” But the early BND was unique in its unreflective,
dogmatic use of siloing to avoid oversight, criticism, and legal regulation. The
principle’s roots went right back to the service’s establishment. Gehlen, who
was new to the world of espionage, retained and accepted this principle until
he had completely internalized it himself, using it to cut everyone off from
everyone else.

On July 20, 1954, Otto John, president of the Federal Office for the
Protection of the Constitution, went to the GDR and appeared in East Berlin
a few days later claiming to be a West German refugee.”” The scandal triggered
a fierce debate about the restructuring of state security in the Federal Republic,
delaying the takeover of the Gehlen Organization yet again.*” It also brought
Gehlen unprecedented publicity. The defection of the head of the West
German domestic intelligence service to the East prompted the press to report
on the person who would likely head the future foreign intelligence service.
In fall 1954 several in-depth profiles of Gehlen—some of them published
in multiple installments—appeared in major daily and weekly newspapers,
ranging from the Hamburger Echo to Die Zeit, Der Spiegel, and the Deutsche
Soldatenzeitung. The profiles were especially concerned with the question of
Gehlen’s reliability: was he a lackey of the Americans? John’s close ties with
Britain, where he had fled in 1944 and on whose recommendation he was
apparently appointed,”® put the question of Gehlen’s reliability on the political
agenda. Faced with this rather threatening situation, Gehlen went public with
his reinterpretation of his meeting with General Sibert on August 30, 1946.
His embellished story about the beginnings of his organization and how he
had bravely stood up to the Americans now became widely known.”” Gehlen
repeatedly mentioned the conversation that had taken place behind closed
doors with Sibert, a conversation he had long invoked to justify his position
within his organization and vis-3-vis his American funders. Now he was
determined for newspaper readers to learn about what a shrewd strategist and
staunch patriot he was. It is no secret that intelligence services provide fertile
ground for mythmaking, but the establishment of the BND illustrates how
myths can be converted into political capital. Any discussion of the success or
failure of political oversight of the BND must consider such myths, as they are
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among the factors that can hinder control from the outset. Gehlen’s reputation
helped him transfer his intelligence service’s structures and personnel to the
Federal Republic without attracting too much political attention.

The following example illustrates the connection between organizational
and personnel continuities. With the introduction of the CIA’s administrative
requirements and the German civil service pay scale, which applied from
1951, some Gehlen Organization employees were grouped into pay grades,
and a special budget category was created for their salaries. All other
employees working full- or part-time for the service were categorized as “ND
[nachrichtendienstlich, intelligence] personnel”® The BND was permitted
to differentiate its staff in this way because the Gehlen Organization had
presented such differentiation as a prerequisite for being able to perform
espionage work as part of the civil service. The BND’s permanent staff were all
federal civil servants. They were therefore required to meet the requirements
of public-service law and had to be assigned to approved permanent posts.
But these regulations did not apply to ND personnel, who did not enter into
any contractual employment relationship with the federal government. Only
persons who supplied information and were not permanent BND employees
were supposed to be employed as ND personnel, and they were paid under
special categories in the BND budget for operational work.® The amount
paid continued to be determined solely by the responsible office, and the
use of these funds was not monitored by the Bundesrechnungshof (Federal
Audit Office) until the early 1960s. In practice this lack of oversight allowed
the BND to bypass the approval needed for permanent stafl appointments.
Such an arrangement would have been “unthinkable in traditional
government agencies,” as the first head of the BND’s personnel department
recalled.”” The Chancellery knew about this arrangement and recognized its
implications: “Although it exists, the service’s substructure is not visible in
the organizational chart) a Chancellery employee noted shortly before the
takeover” The political will to transform the Gehlen Organization into a
German intelligence service as quickly and smoothly as possible shaped the
actions of the responsible authorities, namely the Chancellery and the Federal
Audit Office. They believed and accepted what Gehlen and his staff presented
as necessary for successful espionage, just as they had believed and accepted
the importance of the “bulkhead system.” Clarifying exactly whom and what
they were committing to and funding was of secondary importance.

The case of Alfred Bentzinger illustrates just how easy it was to hide ob-
scure figures within the “ND personnel” category. It is also an example of
how Gehlen himself exploited this option. Bentzinger, who had been a senior
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member of the Information section since spring 1946, was the head of field
office 114 (later renamed GV L), which recruited numerous figures who had
formerly been involved in the Third Reich’s machinery of persecution and re-
pression, including the double agent Heinz Felfe. In 1953, after several secu-
rity leaks, the office was closed, and Bentzinger was put in charge of another
field office with a reduced remit.** Kurt Kohler, to whom Bentzinger report-
ed, described the latter as an “experienced intelligence practitioner” with “a
not entirely honest character, scheming, more cunning than clever.” According
to Kohler, Bentzinger was in no way a “leader by nature”™® In Gehlen’s view,
however, Bentzinger had proved to be of value over the years, having been in-
volved in several politically sensitive domestic operations. Gehlen wished to
keep the well-informed employee on as the head of a field office, in the hope
that this would keep him within the service and on good terms with it.

After the Gehlen Organization was superseded by the BND, Bentzinger’s
employment status was thrown into question. As a highly paid field office
director—since July 1951 he had been in pay grade TO.A (Tarifordnung
Angestellte, pay scale of public civil service employees) I**—he counted
among the senior full-time personnel who were now to be appointed federal
employees. However, the Chancellery would not have been able to approve
the appointment of this former Abwehr Feldwebel (an NCO rank) because he
lacked the qualifications required for a career as a senior civil servant.”” Gehlen
was not prepared to accept this: “In view of his current responsibilities and
previous service, Bentzinger should continue to be remunerated in line with
TO.AL Heis therefore to be classified accordingly. A statement from the BKA
[Bundeskanzleramt, or Chancellery] can be deferred in this special case.”®
The “ND personnel” category offered a way around the problem. Bentzinger
was transferred to this category in December 1958, retroactive to April 1, 1957,
but remunerated in line with TO.A L All this occurred without Bentzinger
meeting the official requirements and without the approval or even knowledge
of the Chancellery. Bentzinger was one of the BND employees whom the
Chancellery knew existed but preferred not to know too much about. The
deception did not come to light until three years later, when the Federal Audit
Office, which had only recently tightened its audit criteria, was conducting
its routine annual audit.® The far-reaching room for maneuver afforded the
BND in the form of “ND personnel” allowed it to retain full-time employees
for years, even if they had tainted pasts or lacked the necessary qualifications.
Gehlen and his senior staff had managed to preserve structures in which
everyone could be comfortably accommodated. As a result, the makeup of the
BND?s staff remained heavily influenced by its predecessor organization until
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the 1960s. Dozens of people with heavy involvement in the Nazi persecution

machinery were a part of the operation from the beginning.'*’

Conclusion

The establishment of the BND is inextricably linked with the creation of the
Gehlen Organization. The first few months of the intelligence service funded
by the US Army were very different from those described in Gehlen’s founding
narrative. In a powerful act of mythmaking, the first president of the BND
retrospectively invested his organization with a rigor it did not in fact have. He
first employed this myth very successfully in hisleadership battle with Hermann
Baunand returned to itin the years that followed. His struggle to create a unified
German intelligence service supposedly based on the experiences of the war,
the putative “gentleman’s agreement” with General Edwin L. Sibert, and the
alleged breach of trust by Baun, who according to Gehlen first acknowledged
and then undermined Gehlen’s claim to leadership: all these narratives follow
the same pattern. Gehlen carefully presented them to superiors, policy makers,
and the public whenever he needed to highlight his unwavering patriotism and
steadfastness in the face of the American world power. Many words could be
used to describe the early days of the Gehlen Organization, but “rigor” is not
one of them. Gehlen aligned himself much more closely with the United States
and assured the Americans of his unconditional loyalty more convincingly than
the recalcitrant, assertive Baun. In fact, it was not Gehlen but Baun who tried
to defend the autonomy of Operation Rusty from the US Army. The decision
to install Gehlen as chief was made with a view to the hoped-for handover
of Operation Rusty to the incipient US intelligence service. With Gehlen at
the helm, it was easier to pretend that a well-structured, manageable espionage
apparatus was already in place.

The reality was very different. From spring 1946 an espionage apparatus
had been hastily cobbled together, and before long no one could keep track
of it. Gehlen’s appointment as chief did little to change either the weak
management at the top of the organization or the autonomy the field offices
had enjoyed from the start. The dubious organizational principles that had
been established under Baun remained in place, as Gehlen was unwilling and
unable to reform them. When placed under pressure, he adopted most of
them. The founding of the Federal Republic of Germany in 1949, combined
with the arrival of the CIA in Pullach, transformed conditions for the Gehlen
Organization and increased its political significance. As the label “bulkhead
system” attests, Gehlen was adept at selling the persistent weaknesses and
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glaring flaws in his organization as strengths. Deliberate mythmaking and self-
mythologizing helped ensure that the questions other government agencies
had to answer were not even asked when the BND was established in 1956.
In some cases, structures that had been in place for ten years were simply
preserved, and staff were retained who would not have been allowed to remain
under the usual administrative regulations. It would take the BND and the
Federal Republic years to pay the financial and political costs incurred, not to
mention the costs in terms of professional competence and expertise.

Gehlen’s maxims about the effective organization of an intelligence
service became entrenched only after he was put in charge of Operation
Rusty. Drawing on Baun’s ideas and in collaboration with US Army officers,
Gehlen worked from 1947 on creating an institutional solution that would
integrate intelligence gathering and analysis in the military, political, and
economic fields. He defined norms for the service’s organizational structure
that would soon become unchallenged doctrines. The institutions in charge
of the service—the Federal Chancellery, the Federal Audit Service, and the
parliamentary groups in the Bundestag—were gullible, turned a blind eye,
or else (in the case of the Chancellery) acted in their own political interests.
They took instruction from Gehlen—whom those in the know did not
regard as a true expert—on how to organize and monitor (or rather, fail to
monitor) a foreign intelligence service. A political lack of interest combined
with a determination to establish the service as soon as possible enabled
Gehlen, alias “Dr. Schneider,” to turn his ideas and personal ambitions into
reality and transform his organization into a national intelligence service. The
institutional roots of the BND lic in the postwar period, not in wartime, and
certainly not in the mid-1950s, when it was created. The official establishment
of the BND on April 1, 1956, was little more than a relabeling. In terms of staff
and structures, the service continued to be the Gehlen Organization.
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Programming with the Class Enemy

The Stasi, Siemens, and I'T Knowledge Transfer
during the Cold War

RUDIGER BERGIEN

This article shows how the East German Ministry for State Security (Ministerium fiir
Staatssicherheit, MfS, colloquially known as the Stasi) managed to get hold of West German
computer technology even without its usual spying and smuggling methods. In 1970, Siemens
delivered three of their most modern mainframes quite officially and with the blessing of the
West German government to an East Berlin front company disguising the Stasi’s main computing
center. Technicians, programmers, and Siemens sales personnel even provided “IT support”
for Division XIII of the MfS and delivered spare parts, new software versions, and peripheral
equipment. Western technology enabled the Stasi to jump-start its moves toward digitalization,

which put it in the lead compared with other Eastern state security services until 1989.

Technology Transfer during the Cold War

The Siemens Data-Processing Division was remarkably tight-lipped about its
most successful deal with a Socialist state.! While the company publicized the
sale of one Siemens 4004/ 45 mainframe computer to the Moscow Institute of
Computer Technology in April 1970, celebrating it as an act of bridge-building
between West and East,? the sale of three 4004/45 computers to the Central
Institute of Information and Documentation (Zentralinstitut fiir Informa-
tion und Dokumentation, ZIID) in East Berlin at around the same time went
unmentioned in corporate communications. No press releases were issued,
and members of the Siemens managing board said nothing about the deal in
speeches or interviews.> The silence surrounding a transaction worth 20 mil-
lion deutsche marks (DM) may have had something to do with public opinion
in West Germany at the time: Without doubt, trade with the Soviet Union,
which had intimated a degree of openness to rapprochement, met with greater



approval than deals with the Ulbricht regime in its later years. But likely of
cqual importance was the fact that Siemens’s customer did not appreciate pub-
licity. The German Democratic Republic (GDR) declined to take part in the
kind of handover ceremony that usually accompanied deals of this magnitude.
Moreover, for years, it refused to take the director of the Siemens West Berlin
regional office on a tour of the computer center that had been equipped with
Siemens technology. Organizing such a courtesy would have necessitated an
extremely complex undercover operation, because the ZIID computer center
was in fact Division XIII of the Staatssicherheit, or Stasi, East Germany’s secret
police agency.

In the early 1980s, if not carlier, West German intelligence learned from a
defector named Horst Schuster that Siemens had sold its newest generation of
mainframe computers to the Stasi in 1970. As director of the East German for-
eign trade company Interver, Schuster had arranged the deal with Siemens in
1969. After leaving the GDR with the assistance of the Federal Intelligence Ser-
vice (Bundesnachrichtendienst, BND) in 1983, Schuster shared what he knew
about the relationship between Siemens and the Stasi. In 1994 Ingrid Képpe,
a Bundestag member from the Biindnis 9o/Die Griinen party, presented a
“dissenting report”—a response to the majority report issued by the “Schalck”
Committee of Inquiry—in which she quoted from the statements Schuster
had made to the BND about the Siemens computers.* Koppe was seeking to
prove that the federal government and West German corporations had been
involved in the machinations of the East German Ministry of Foreign Trade’s
Commercial Coordination (Kommerzielle Koordinierung, KoKo) division.
She invoked the sale of the computers to the ZIID in the context of alleged
violations by Siemens and other West German companies of the CoCom em-
bargo, which regulated exports of Western technology to the Eastern Bloc.
But because Koppe quoted extensively from BND documents, her report was
promptly declared classified and banished to the Bundestag’s Secret Records
Office.’ As a result—but also because members of the Bundestag, in particular
conservatives, questioned Koppe’s credibility and motives, with some claiming
she was acting on the instructions of former Stasi officers—hardly any atten-
tion was paid to her report in the years that followed.

Scholars of contemporary history have not investigated Képpe’s claims in
detail either, even though organizational history studies of specific divisions
within the East German Ministry for State Security (Ministerium fiir
Staatssicherheit, MfS) have verified that the MfS computer center’s hardware
had indeed consisted of Siemens mainframe computers for more than adecade.®
The prevailing image of Stasi data processing as kilometers of filing cabinets
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and index card records partly explains this gap in the research. Historians have
failed to recognize that the MfS made considerable use of computers, or else
their perceptions have been colored by the mocking post-1989/90 discourse
that reinforced the image of a technologically backward East German state.
Another reason for the gap is that rescarch on contemporary and GDR
history has long focused on the results of West—East technology transfer, such
as the fairly efficient use of Western technology in the East German economy,®
largely ignoring the transfer process itself. As a result, historians have failed to
recognize that the transfer of technology—particularly advanced technology
such as computers—is first and foremost a transfer of knowledge, and so
requires a considerable degree of communication and interaction.” Thus
historians have never investigated where the Stasi acquired the knowledge
not just to keep three Western mainframe computers in operation, but also to
make these the basis of their information system.

This article’s central premise is that computers were used far more
extensively in the MIS than they were in their Socialist “brother organs,
including the KGB" and the Soviet Union’s military intelligence service, the
GRU" and that the Stasi could not have achieved this level of computerization
without Siemens. I will show that as well as using Siemens hardware, the MfS
computer center received years of I'T support from the Siemens West Berlin
regional office, something that research to date has failed to examine. My
research draws largely on MfS records because at the time of writing the sale
of data-processing systems to the GDR is not documented in the Siemens AG
archives in Berlin. However, the minutes of management meetings held in
the Siemens archives do provide insights into the overall development of the
company’s Data-Processing Division. MfS archives, on the other hand, contain
not only reports on meetings with Siemens employees, but also numerous
original letters, offers, and draft contracts from Siemens.”

At the theoretical and methodological level, this article draws on
scholarship on the history of knowledge and technology transfer to investigate
how this unequal partnership came into being in 1969 and remained in
place until 1989.” In addition, I investigate the forms that technology and
knowledge transfer took in practice, examining how the Stasi adapted the IT
expertise it gained from Siemens to both its information requirements and
its key organizational objective—to maintain power by means of extensive
surveillance. To fully understand the history of the relationship between the
MIS and the Siemens Data-Processing Division, one must consider it in the
context of the history of computerization in the MfS. This chapter opens with
the beginnings of this latter history in 196 4.
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The Beginnings of Information Technology at the Stasi

When the Stasi acquired its first computers, it was under the impression that
the GDR was being overrun by West Germans. In 1963 the GDR government
and the West Berlin Senate signed a Passierscheinabkommen, a border pass
agreement enabling West Germans to enter the GDR (by 1969, 5.4 million
of them had done so), placing the Stasi under pressure to act.” Just when the
“Antifascist Protection Barrier” (i.c., the Berlin Wall) was enabling the GDR
to control its border with West Berlin, a new wave of potential “human traf-
fickers,” “agents,” and other “enemies” (as the Stasi called them) began to flood
into East German territory. The first border pass agreement covered the period
between mid-December 1963 and early January 1964. Though it had involved
lengthy negotiations, the agreement was finalized at the last minute, and the
Stasi needed to channel large amounts of manpower and resources into im-
plementing it. Monika Tantzscher describes the monitoring of the border pass
agreement—which involved numbering West German visitors “Visitor 1,7
“Visitor 2,” and so on—as the largest project the MfS had undertaken up to
that point.”® In 1964 the head of the Stasi, Erich Mielke, ordered the establish-
ment of the Working Group on Securing Tourist Travel (Arbeitsgruppe zur
Sicherung des Reiseverkehrs, ASR), whose tasks included documenting the
hundreds of thousands of entry and transit applications submitted by West
Germans. The ASR, however, suffered from considerable structural and per-
sonnel problems. By the end of 1964 it employed 115 people, three-quarters of
whom were women, as was typical for divisions concerned with data collec-
tion, not just in the Stasi, but in other East German organizations t0o."* Most
of the women working for the ASR were the wives of official Stasi employees
and had been hastily recruited. In general, they recorded the applicants’ per-
sonal details working from home.” The ASR director’s decision that data be
stored on punch cards was critical in turning the rather makeshift ASR into the
nucleus of I'T at the MfS.

Given his background and previous career path, Kurt Opitz, the first direc-
tor of the ASR, may seem an unlikely candidate for spiritus rector of I'T at the
Stasi. Indeed, Opitz was a fairly unremarkable representative of his generation
of MfS employees.® Born into a working-class family in 1918, he had no more
than a basic education, served in the Wehrmache, and joined the MfS in 1952.
The only indication that he may have had an interest in technology was his
apprenticeship as a mechanic. Yet according to those who knew him, Opitz
believed in the importance of IT from the start: He was “the man who . . . said
in the ministry, folks, we need to do this,”" and though as a licutenant colonel
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he was relatively low-ranking, he was able to compensate for his low grade via
his direct line of communication with the deputy minister, Bruno Beater. By
1964 Opitz had recruited to the working group young, highly qualified uni-
versity graduates, a cohort that had hitherto barely existed at the MfS. One
such recruit was twenty-four-year-old Lothar D., who had studied electrical
engineering and written his dissertation on “Preparing to Deploy an Electron-
ic Data-Processing System.” Another was Reiner H., also twenty-four years of
age, a mathematics graduate who before joining the MfS had managed one
of the first computer centers in the GDR, that of the Volkseigener Betrieb
(VEB) Kohlekombinat Béhlen, a coal mine.*® More than likely, it was Lothar
D., Reiner H., and a few other of the first expert recruits who began work in
1964 at VEB Maschinelles Rechnen, a state mechanical calculation enterprise
in Berlin,” where they set about developing formats that would allow ASR
raw data to be automatically processed by calculating machines.”

This development work (which, incidentally, was conducted at night, as the
VEB had no computers to spare during the day—not even for the Stasi) got
off to a promising start. In carly 1965 the MfS deputy minister, Beater, grant-
ed the ASR approval to purchase a Gamma 10, a small computer that was still
very similar to a punch-card machine, from the French manufacturer Bull. An
East German foreign trade company imported the computer for the MfS. By
1967 the MfS had purchased a second Gamma 10, and at the Leipzig Fall Trade
Fair of that year, it bought a Bull BGE 115, a state-of-the-art second-generation
computer. The BGE 115 had magnetic disk storage, which would enable the
MIS to rapidly filter specific information from large amounts of data. In con-
trast to the Gamma 10, however, the BGE 115 could not be installed without
the manufacturer’s assistance. This prompted the MfS leadership to prioritize
IT knowledge transfer and recognize it as perhaps the central prerequisite for
computerization. In this case Main Directorate for Reconnaissance (Haupt-
verwaltung Aufklirung, HVA) sent undercover “unofficial collaborators” with
a technological background to attend Bull training sessions in Paris. On their
return to the GDR, the collaborators shared what they had learned with ASR
employees.”

Under the leadership of Reiner Hoffman, Division 3 of the ASR became a
bona fide computer center within just a few years. By 1969 it employed eighty
people working on several projects simultaneously.** These included the Trade
Fair Project, which stored the details of all Western visitors to the Leipzig
fairs,” and Project 06/66, which involved several hundred ASR data collec-
tors entering personal, travel, and vehicle information on all West Germans

traveling to the GDR on day visas.?® The latter database sped up background
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checks considerably. Index card records were still also being kept, but soon no
one wanted to work with them, and in the carly 1970s “index-card work for
this category of traveler” ceased.” From then on the Stasi worked only with
electronic data sets for most visitors from the West.

The Stasi had by now reached a respectable technological level in compar-
ison with other countries. Only the major US security agencies were in a dif-
terent league altogether. Between 1950 and 1963 the National Security Agency
purchased no fewer than sixty digital computers, although most of these were
used for signals intelligence.”® The Central Intelligence Agency and Feder-
al Bureau of Investigation (FBI) had been using IBM mainframe computers
since the late 1950s.” In contrast, the BND had begun building a computer
center in the mid-1960s, but only started the changeover to electronic data
processing after Gerhard Wessel took over from Reinhard Gehlen as the in-
telligence service’s president in 1968.*° The first computers went into opera-
tion at the Federal Office for the Protection of the Constitution (Bundesamt
fiir Verfassungsschutz) and the Federal Criminal Police Office (Bundeskrim-
inalamt, BKA) in 1970 and 1972 respectively.” Meanwhile, the KGB was us-
ing a Soviet-manufactured Minsk 22 computer to “monitor the movements of
foreigners,” as HVA chief Markus Wolf learned in Moscow in 1967, but had
no plans to expand its IT.** The GRU, for its part, used its computers solely
for the purpose of decrypting and encrypting messages.”® MfS leaders opted
for a different approach. Doubtless encouraged by the progress made in the
ASR, but probably also concerned by the advances their enemies in the West
were making, they decided to kick-start digitization by completely computer-
izing information processing in the MfS. Thus, in the latter half of the 1960s,
HVA staft submitted documentation for the IBM System/360 architecture
that was to serve as the basis for the Unified System of Electronic Comput-
er Technology (Einheitliches System Elektronischer Rechentechnik, ESER)
developed by member states of the Council for Mutual Economic Assistance
(COMECON) from 1969.* In addition, HVA employees managed to obtain
copies of detailed quotes from Siemens for the introduction of computers in
the Hamburg and West Betlin police departments,® as well as copies of quotes
and plans for the introduction of computers to Munich’s vehicle registration
office. Their crowning achievement, though, was getting their hands on the
trip report of a Siemens employee who in 1968 had visited the FBI’s comput-
erized National Crime Information Center, as well as police departments in
several major US cities to learn about their use of computers.*

The mass of data accumulating in the ASR, combined with the information
it had gathered on the enemy’s activities, left no doubt that the future of mon-
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itoring and surveillance lay in computers. It was evident, too, given the state of
the Socialist computer industry in the late 1960s,” that the ASR would con-
tinue to require Western technology if it was to achieve what most Western
intelligence services were working toward at the time: an integrated computer-
based information system where all incoming information could be stored and
accessed by all divisions. At a district committee meeting of the Socialist Unity
Party of Germany (Sozialistische Einheitspartei Deutschlands, SED) in May
1967, Mielke was already bragging that, thanks to the enemy’s technology, the
Stasi would soon have “a state-of-the-art data-processing system.”*® In summer
1968 the Stasi leadership resolved to purchase a Siemens 4004/4s5, a main-
frame computer with roughly the same capabilities as IBM System/360-70
computers, to serve as the basis of the computer center. This plan involved sev-
eral unknowns, however. In 1968 the CoCom technology embargo committee
still prohibited Western companies from exporting “third-generation” com-
puters to the Eastern Bloc, and so it was unclear whether it would be possible
to acquire both the hardware and the necessary IT expertise. In other words, it
was by no means certain that Stasi employees would be able to receive training
from the enemy as they had done after the purchase of the Bull computers.
Despite these question marks, in early 1968 the Stasi leadership believed it
had found a man with both the technological expertise and the experience to
oversee the computerization of the Stasi using Western technology. Importantly,
this was a man also viewed as politically trustworthy: in Mielke’s words, he was
someone “we can put to good use here in the Ministry for State Security.”® The
man in question was Dieter Altdorfer,* who had what was probably the only
résumé of its kind in the GDR. He was a party member, had a doctorate in
mathematics, and had already set up a computer center at the Karl-Marx-Stadt
University of Technology.” Morcover, during his time in academia, Altdorfer,
who demonstrated a habitus that was more bourgeois than “Chekist,’** had
visited conferences and even computer centers in West Germany. He was
therefore a godsend for the Stasi with respect to the planned relationship with
Siemens. If one accepts that technological knowledge is culturally embedded—
in other words, that a major transfer of technology also involves cultural
transfer—then Altdorfer fulfilled the requirements for the role of “transcultural

mediator,” or “poster boy to impress Siemens,” as he himself put it.*®

Learning from the Enemy

In the latter half of the 1960s the Siemens Data-Processing Division was grow-
ing rapidly, despite having experienced significant teething troubles. In con-
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trast to its all-conquering competitor IBM, Siemens had not built a foundation
in punch-card technology, and so it lacked a client base it could “shift” to com-
puters. The first Siemens digital computers were strongly geared toward tech-
nical and scientific applications, and it was only in 1964 that top management
decided the company should begin developing applications for commerce and
public administration.* At first, Siemens’s products were unable to compete
with those of IBM, a failure blamed internally on IBM’s aggressive pricing
strategy.® However, thanks to its partnership with the US company Radio
Corporation of America (RCA), Siemens managed to “bridge the techno-
logical gap” in 1964/65.* Building on RCA developments, the West German
company launched the System Siemens 4004, a universal computer family on
a technological par with the IBM System/360. In West Germany, Siemens’s
market share grew from around s percent to over 12 percent,” partly due to the
subsidies offered more or less openly by the federal government’s IT funding
programs.*®

Nevertheless, IBM’s dominance remained so overwhelming that the West

German market was too small for Siemens,*

making exports a matter of
survival for the Data-Processing Division. Having traditionally demonstrated
an orientation toward the East, from the mid-1960s Siemens pinned great
hopes on doing business with the Eastern Bloc. These hopes received a
boost when, amid the cybernetics hype of the time, Eastern party and state
leaders began developing an interest in the potential of computers to reform
their planned economies. In 1967/68 several delegations from the USSR—
including one in October 1968 from the Ministry for Instrument-Making,
Automation Devices, and Control Systems—visited the Siemens data-
processing plant.” Following the Republican Richard Nixon’s victory in the
American presidential clection of November 1968, it scemed that CoCom
regulations, which had been particularly strict about IT exports, would be
relaxed.

In late 1968 and early 1969, Siemens entered into negotiations with
the Moscow Institute of Computer Technology on the sale of a 4004/45
computer.” At around the same time, the Siemens West Berlin office received
a request for a quote from Horst Schuster at Interver. This request must have
electrified the office’s sales manager: Schuster was interested in purchasing
three 4004/45 mainframe computers at once for the ZIID. The sum
involved—more than 20 million DM—spoke for itself. Moreover, the GDR’s
deputy minister for external trade, Alexander Schalck-Golodkowski, hinted at
the prospect of more orders to come. In October 1969 he told the director of
the Siemens data-processing plant that the purchase of the three mainframe
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computers would be “just the start of a business relationship in this field,
and that “if Siemens fulfills this contract satisfactorily . . . more deals” would
follow>* Thus the negotiations conducted from May 1969 onward between
Siemens, on one side, and representatives of Interver, Buromaschinen-Export
GmbH,” and Working Group (Arbeitsgruppe, AG) XIII** of the MfS, on the
other, were accompanied by “great interest and a cooperative attitude on the
part of the Siemens representatives.” The director of the West Berlin office, in
particular, did “everything to seal the deal,” according to MfS Oberstleutnant
Opitz.»

Siemens’s “great interest” led to ZIID employees (who were, in fact, under-
cover Stasi officers) receiving an invitation to the Siemens headquarters. On
June 30, 1969, a seven-person delegation—comprising five MfS employees and
two employees of the company Intertechna, a front for foreign espionage—
under the leadership of Altdorfer, the prospective technical director of the
MIS computer center, traveled to Munich, where they received two weeks’
training from Siemens staff on the 4004 system and the GOLEM informa-
tion retrieval system.’® In addition, they discussed how to set up the computer
center and whether the air conditioning could be supplied by a GDR compa-
ny. Finally, they met with representatives of Biiro-Organisationsgesellschaft,
an office organization company from Frankfurt am Main, which offered to
supply fifty Vonomatic 752 systems, technology the Stasi needed to digitize
its index card systems, for 1.5 million DM. The Stasi employees were put up in
a hotel near the central station, and the recreational program included a two-
day tour of the Alps and an evening visit to the Lach- und Schiefigesellschaft
cabaret.”’

It was already clear that the enemy’s IT expertise would not be shared un-
der politically neutral conditions. For the Stasi’s IT experts, “learning from
the enemy” meant coming very close to the enemy® It also meant accepting
the enemy’s ideas on how the relationship between a computer manufactur-
er and a major client should be. Most importantly, the I'T knowledge trans-
fer demanded an exceptional ability to adapt from all stakeholders—including
Alrdorfer, all MfS officers who were in regular contact with Siemens, and of
course the West Berlin Siemens representatives. While this adaptability tends
not to be explicitly mentioned in the MfS reports, it was clearly in evidence
during the second phase of the knowledge transfer, when MfS programmers
and technicians underwent training.

Siemens conducted some of these training courses in East Berlin, and MfS
employees were sent to Siemens data-processing schools in West Germany for
others. A report by Captain Reiner F. provides insights into the first course,
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which took place in July 1969 in East Berlin. The report first praises the two
Siemens instructors for expressing “a positive attitude toward developments in
the GDR” and for advocating recognition of these developments. The report
does not consider the possibility that the two West Germans might have just
been trying to humor the course participants. E. also lauds the Siemens rep-
resentatives for “punching cards themselves for practice programs in the eve-
nings” and “also testing these outside working hours.”

It appears to have been especially important to E. to share with his superiors
the praise of one instructor, who said that “the level of the entire course is very
high,” adding that he had “never taught a course to such a high level before.”
But although the East German technicians had supposedly made an excellent
impression, a Siemens representative insisted that they complete an aptitude
test before being sent to West Germany: “He refused to provide technician
training without a prior psychological aptitude test.” In the Western IT in-
dustry, where working with computers was seen as a “question of talent,” such
tests were regarded as indispensable.®’ This had the Stasi employees worried,
however; after all, it might be difficult to undertake enemy-administered psy-
chological tests without blowing their own cover. Altdorfer resisted at first,
claiming that “such tests are not customary for us” and that he feared “prob-
lems with the unions.”®

Despite such tensions, knowledge transfer in the form of training courses
progressed rapidly,®® though the undercover nature of the operation imposed
certain limits on “learning from the enemy.” Initially, at least, “we were . .. very
short staffed . . . one mainframe man, one magnetic tape man, one [magnetic]
disk man,” with no other technicians completing training in Munich for the
time being, according to the technician Herbert Maier.** More importantly,
though, it remained uncertain for a long time whether these technicians would
ever receive the hardware for which they were being trained at great expense.
According to Opitz, at a meeting on July 30, 1969, the director of the Siemens
West Berlin office “appeared embarrassed” and “hinted that the situation was
not very favorable.”® The attempts by Siemens representatives in summer 1969
to obtain special permission from the Office for Export Control in Washing-
ton to supply three 4004/45 computers to the ZIID, and another one to the
Moscow Institute of Computer Technology, were not rejected outright, but
neither were they successful. The Nixon administration allowed the old em-
bargo rules to expire on August 21, 1969, without replacing them with new
ones.” In his report on the “status of the Siemens contract negotiations,” MfS
First Lieutenant O. wrote that this state of limbo was “inhibiting work in the
computer center.”® The situation was not helped by the fact that at Siemens’s
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behest, several members of the MfS Working Group (AG) XIII were tied up
with preparing “extensive . . . documentation” in fall 1969. The documentation,
which had been requested by the Office for Export Control in Washington,
was supposed to demonstrate the civil and scientific character of the ZIID.*®

The tone of MfS employees’ reports on the fourteen negotiation meetings
with Siemens between September and December 1969 is more strained. The
task of converting files from index cards to machine-readable formats had al-
ready begun in MfS Division XII (“Information/Archive”),”” and so failure
to deliver the hardware at this stage would have been a serious setback. The
repeated attempts by the director of Siemens’s West Berlin office to reassure
MFS AG XIII employees (“Herr O .. ., trust me, everything has been done to
secure the delivery”) and remind them that they had the support of the Fed-
eral Ministry for Economic Affairs (Bundeswirtschaftsministerium, BMWi)
probably did not boost their optimism.”

But within Siemens, too, there was growing concern that the technology
embargo would block access to trade with the Eastern Bloc. According to an
MTS file memo, in October 1969 two members of the Siemens management
board were to travel to Washington with the objective of “expediting the
licensing of these systems [i.c., the 4004/45 computers].”” There, they were
unofficially informed that 1500 items, including desktop computers, were
to be removed from the CoCom embargo list.”” In December 1969 Siemens
received special permission to deliver one 4004/4s unit to Moscow” and
three 4004/45 computers to Wuhlheide in East Berlin, where the ZIID’s
offices were located, and to where, in order to maintain their cover, the MfS’s
AG XIII now had to move. A flurry of activity erupted there. In spring 1970
Fundament, the SED’ real estate company, erected a low-rise building to
house the Siemens computers. In August large trucks with West German
license plates carrying the 4004/ 45 central units and hundreds of accessories
and peripheral elements, from “high-speed printers” to magnetic tape units
and visual display units, rolled through the barbed wire barriers surrounding
the computer center”* In the notebook kept by MfS officers disguised as
security guards, at least a dozen Siemens technicians a day were recorded
entering Building Z 70 in the weeks that followed. Only when the installation
of the equipment was complete, in late 1970, could the officers think of noting
each individual West German vehicle entering the premises and providing the
Siemens representatives with visitor passes.”s

Drawn up by Altdorfer and others in spring 1969, the plan for introducing
computers to the MfS stated that after the one-year guarantee period
expired in fall 1971, Siemens employees would no longer have “access to the
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property.” However, like Western security services before them, the Stasi
soon learned that, in the medium term, it would be impossible to operate
the newly installed computers without the manufacturer’s support.” In the
carly phase of computerization, manufacturers and security services entered
into a kind of “forced marriage””” The manufacturers needed the security
services” experience, while the security services needed the manufacturers’
expertise. The Stasi’s meticulous plan to have “the enemy” train its own staff
would not spare it this “forced marriage.” This became even more apparent
when it emerged that Siemens—a relative newcomer to the IT industry—had
delivered products that did not always live up to their promise.

Testing for Siemens

Thanks to its partnership with RCA, Siemens was able to simultancously
launch a mainframe family and establish itself as a commercial computer
manufacturer. This partnership only covered the hardware, however. Siemens
did not manage to acquire software packages from RCA, mainly because the
requirements of West German and European customers—many of which
were state bodies—differed too drastically from those of RCA’s primarily
commercial customers in the US, “and modification would have been too
costly and time-consuming””® Thus, in the late 1960s, Siemens developed its
own application software, including the SESAM database system and the
GOLEM information retrieval system. But “the recurring problem with the
application software” was that the customers’ “special requirements demanded
major modifications and new features,””” not to mention the fact that the eatly
software contained numerous errors.®® Aledorfer and his Stasi programmers
would soon become all too familiar with these errors.

When ordering its hardware, the MfS chose GOLEM as its basic database
system. In spring 1969 GOLEM was one of the Siemens Data-Processing
Division’s newest software products, and it boasted some pioneering features.
For example, search terms could be entered in free verbal form and combined
with operators such as “and,” “or] and “not, which meant that researchers
were no longer tied to a catalog of fixed coded queries.® At the time, however,
there was just one GOLEM user: the federal government’s press office, which
used the system solely as a document rescarch system, and not, as the Stasi
planned, as a database with dozens of searchable fields. A rude awakening soon
followed. By May it had become evident that without add-on programs, it
would be impossible to enter text, input search queries, or generate descriptors.
On July 17, Altdorfer and two representatives of Intertechna presented
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Siemens employees with an exhaustive “functional specification document for
the GOLEM project,”® in which they demanded these add-on programs and
listed the basic procedures that GOLEM absolutely had to provide, such as
search functions and authorization checks. The upshot of the meeting was bad
news for Altdorfer and the Intertechna representatives: Siemens had given up
working on PASSAT I, a utility program that was to generate automated text
descriptions based on word frequency analyses, and PASSAT II would not be
available until spring 1970 at the carliest.*® There was plenty more bad news to
follow.

In October 1971 Harry Bochmann, head of IT at the Central Evaluation
and Information Group (Zentrale Auswertungs- und Informationsgruppe,
ZAIG), to which the AG XIII now reported, observed that “as an early user
of GOLEM,” the MfS was doing Siemens’s testing for it.** The following
year, Altdorfer went so far as to claim that his programmers were practical-
ly co-developers of Siemens products: “The current GOLEM II version,” he
explained, “is largely based on our GOLEM I version”—in other words, on
the add-on programs that MfS computer center employees had written them-
selves.® It is worth briefly mentioning in this context that from 1974 GOLEM
I was used in the West German BKA t00.* Though only documented in MfS
sources, it is apparent here that the IT knowledge transfer between Siemens
and the MfS was not unidirectional. In fact, it may be more accurate to refer to
a process of knowledge circulation than knowledge transfer.*”

At the time, Altdorfer and his team derived little satisfaction from
the GOLEM 1II version they claimed to have co-developed. In fall 1973
Aledorfer wrote that “the GOLEM II system’s relatively high susceptibility to
breakdowns . ... still necessitated constant contact with Siemens.” (Incidentally,
Altdorfer cannot have found this contact wholly disagreeable; in retrospect, he
praised the “very good service” provided by Siemens staff; acknowledging that
they always came immediately “whenever we had a problem.”)® In this report
Altdorfer was trying to provide his own superiors with plausible explanations
for the delays in the software development. Siemens kept providing his
team with defective software versions, he wrote, and one could never be
sure whether the “program errors that had already been rectified (in earlier
versions) would crop up again in the newer versions.” What he and his team
were experiencing here was the consequences of the Siemens Data-Processing
Division’s business strategy, which since the late 1960s had been pursuing
“accelerated growth” in hardware production at the expense of progress in

software development.”
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It was not just immature software that continued to tie the MfS to Siemens.
Another problem was that Socialist computer manufacturers were unable to
supply the MfS with modern peripheral equipment, let alone modern main-
frames. More specifically, they could not provide magnetic disk storage. Un-
like magnetic tapes, which provided only sequential access to data, magnetic
disks allowed users to access data immediately and were therefore essential for
creating larger and quickly searchable databases. During a visit to Moscow’s
Avtomatizatsiya exhibition in May 1969, Opitz and Altdorfer discovered that
when it came to removable disk storage, the Socialist camp was a long way
from being a “world leader”” Little changed in the years that followed. Thus,
in 1972/73, MfS staff were working on databases that were in fact unusable due
to the lack of disk storage. At the same time, dozens of unused visual display
units and modems from the Siemens Transdata series, worth a total of around
2 million DM, were piled up in the MfS computer center’s storerooms because
the Stasi’s plans for its own networking had stalled.”* The plan to develop a
Stasi computer network comparable to the data networks of West German
security services had to be put on ice for the time being,

There was great relief in the MfS when, in mid-1973, Dr. S., an employee
of the Siemens West Betlin regional office, made an extremely attractive offer:
Siemens would provide the ZIID/MIS computer center with four large disk
storage devices, each with a capacity of 54 megabytes (MB), plus the accom-
panying drives and other accessories, in exchange for the unused Transdata
data communication technology the MfS had purchased. The total value of
the equipment Siemens offered to supply was 932,000 DM. “For us,” Opitz
from Division XIII wrote almost euphorically in late August 1973, this would
be “a very good deal.” Indeed, prices for disk storage devices had fallen sharply
while prices for data communication technology had held steady, and as a re-
sult the MIS stood to make a profit of around 250,000 DM.” Of course, Dr. S.
was also acting in Siemens’s interests. By 1973, 54 MB disks were being phased
out and replaced by 72 MB and 144 MB disks.”* Meanwhile, Transdata tech-
nology had become something of a cash cow for the Data-Processing Division,
accounting for almost half its earnings. With network expansion underway
in West Germany, the Transdata system was in high demand, not least by the
BKA and state criminal police offices, which were working with great urgen-
cy on expanding INPOL (Informationssystem der Polizei, Police Information
System).” A further advantage of the deal for Siemens was that it would keep
its key customer in the GDR, the ZIID, tied to Siemens technology.
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United against CoCom

On October 1, 1976, the East Germans signed the acceptance certificate for the
large-capacity disk storage devices that had been installed in the MfS computer
center. As a project that had been dragging on for years was finally brought to
completion, both sides “shared a few words of thanks,” according to an MfS
file memo.”® The Siemens sales representative, Dr. S., suggested organizing an
“acceptance party, whose attendees would include “the top gentlemen of the
West Berlin regional office.” Dr. S. hoped to combine this party with a visit to
the MfS computer center (or what he believed to be the ZIID computer cen-
ter). Hauptmann Thilo W. thanked Dr. S. for the latter suggestion but politely
declined. However, as he argued in his file memo, Thilo W. actually thought
the MI£S should go along with the party suggestion, despite the difficulty in-
volved in maintaining the “ZIID cover story” amid the “relaxed atmosphere”
the Siemens staff sought to create.

Over the years Altdorfer, Thilo W., and their colleagues must have become
quite adept at making innocuous small talk with Siemens representatives. For
Siemens, business meals were part and parcel of partnerships of this kind, and
so the supposed ZIID employees dined regularly with Siemens staff, often at
the Unter den Linden hotel in East Berlin, sometimes at a restaurant in West
Berlin. Dr. S., who from 1973 was the account manager for ZIID, believed
strongly in the importance of conducting the partnership in an informal
framework. He initiated “New Year meals,””” brought his business partners
litle gifts, and in summer 1978 suggested a boat trip on the Havel.”® MfS
file memos shed no light on how MIS staff behaved on such occasions. But
in early 1979, shortly before commencing employment at another company,
the Siemens employee responsible for software support for the MfS computer
center requested “a dinner with Gen. Jakel and Gen. Grofie” That this
employee wished to dine with two Stasi officers with whom she had been
working closely for years suggests that MfS employees must have comported
themselves rather well during such recreational activities.”” Indeed, Siemens
staff continued to invite Altdorfer, whom they greatly respected, to events
even after he had given up his directorship of Division XIII and joined Main
Division III to work in electronic espionage against West Germany.

Dinner invitations, parties, possibly even day trips were standard methods
of nurturing business relationships, even with customers on the other side of
the Iron Curtain. But MfS records, at least, indicate that Siemens occasionally
wentabove and beyond the norm. For example, the MfS apparently received the
new GOLEM Il version ahead of its official approval by Siemens management.
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In mid-March 1972 an employee of Siemens’s West Berlin office told Aledorfer
that at Siemens “there has been a strict rule for quite some time prohibiting
the distribution of software documentation and indeed the software itself
before its release.”* But, according to the Stasi report on the conversation, the
Siemens representative said that “given the good working relationship with us
[i.e., MfS Division XIII];” he saw “no risk . . . of headquarters hearing about it”
He would therefore “support us fully in this matter too” and would “hear and
see nothing,” but he did ask for a favor in return: “Dr. . .. asked us to consider
the possibility of selling the add-on software we created for GOLEM.. ... to the
Siemens company or at least offering it to customers that perform tasks similar
to those of the ZIID. He referred in this regard to the ongoing negotiations
with the Warsaw National Library.”

It is unlikely that an official sales agreement ever materialized; selling soft-
ware to a capitalist corporation would probably have been a step too far for the
MIS finance department, even if it continued to use the ZIID cover. Neverthe-
less, the idea appealed to Altdorfer. It is conceivable that an unofficial solution
for East-West knowledge transfer was found. Another memo reveals that the
Siemens branch office in West Berlin did indeed supply MfS Division XIII
with the GOLEM system documentation," so it is possible that Division
XIII provided its add-on software in return.

On several occasions Siemens also supplied hardware and peripheral
equipment prohibited by CoCom, circumventing the embargo by declaring
these products as replacement parts and billing for them under whichever
replacement parts contract was valid at the time. For instance, in February 1974,
Major Lothar D. asked a Siemens employee for an “unscheduled” delivery of a
few telephone buffers, which were needed for data communication. According
to the MfS transcript, the Siemens representative explained that “he was not
interested in whether one could build a telephone buffer out of the ordered
replacement parts. He would treat the corresponding list of parts as a normal
replacement parts order.” '

The West Berlin office relied primarily, however, on contacts of senior
Siemens management in the federal government to push through ZIID/
MIS orders that required special authorization. Siemens staff and BMWi
employees shared the view that the responsible officer in the US Department
of Commerce was an “Eastern emigrant” who “loved nothing more than
blocking exports to the East”'® In April 1976, when American approval for
the delivery of the large-capacity disk storage devices was still pending, the
manager of the West Berlin office contacted the BMW/i. Subsequently, at the
latter’s request, “the West German Embassy . . . approached the responsible
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American authorities about speeding up the approval process.” In this case, at
least, the tactic worked.!*

Thanks to backing from the West German state and politicians, Siemens
was able to supply a considerable number of computer systems and peripheral
devices to countries in the Soviet sphere of influence.” This backing became
even more important from the late 1970s, when, after the Soviet intervention
in Afghanistan, the US government sought once again to tighten CoCom
regulations on computer exports. Siemens, Bosch, and other companies com-
plained to the BMWi about US agencies’ delaying tactics, which in the case
of three Siemens applications for the export of computer systems to Poland
and Hungary in 1979 almost led to the cancellation of orders worth 15 million
DM. Only after the BMWi intervened were the contracts saved.* In the early
1980s a Siemens manager assured his GDR negotiating partner (who was also
an MIS informant) “that Siemens has the basis to get around embargo regu-
lations and is prepared to do so too, because it has plenty of contacts in the
federal government and keeps . . . the government informed about these deals,
ensuring from the outset that a scandal is avoided should the deals become
public.”1*”

Against this background, it is not difficult to understand why the account
manager, Dr. S., attempted to sell the ZIID/MIS computer center new Siemens
computers—including the 7708 and 7531 compact computers®—even
though Siemens was experiencing difficulties exporting these same computers
to other Eastern Bloc countries. Dr. S. was working on the assumption that
there would be a way around the embargo regulations. Hauptmann Thilo W.
and his comrades in the MfS computer center pretended to be interested in
Dr. S’s offers. In truth, though, since the late 1970s the Stasi had been working
on a new hardware strategy: “The Phasing-Out of Siemens Technology.”

The Long “Phasing-Out of Siemens Technology”
Siemens technology had provided the MfS with the digital kick-start

its “brother organs” never had. In particular, from 1974 the Automatic
Preselection System (System zur automatischen Vorauswahl, SAVO), which
was used by MfS Division XII, made checking people’s records dramatically
faster. Once SAVO went live, Division XII staff no longer had to spend hours
flicking through index card boxes. Instead, they simply entered the name of
the person into a Siemens visual display unit and were then able to access an
electronic index stored on Siemens large-capacity disk storage devices. Within
a few seconds they found out whether the suspicious person had already been
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“registered” by the MfS or not. Today, this may seem like a simple operation,
but it enabled Division XII to increase the number of person checks from 2.2
million in 1968 to more than 8 million at the end of the 1970s.1” But when
the SAVO system was linked with the Application and Approval Procedure
(Antrags- und Genehmigungsverfahren, AGV) project, which aimed to store
information on all West Germans entering the GDR, computerization’s true
potential for the Stasi’s surveillance and repression practices became evident.
From the late 1970s it was possible to automatically merge new data sets in the
AGYV data repository with SAVO records."® With no additional work, MfS
employees could identify from the many millions of Western visitors those
individuals on whom, for whatever reason, there was already information in
the M£S archives. This drastically intensified the level of control in a way that
would never have been possible by analog means.

From the perspective of the leading I'T specialists in the MfS computer cen-
ter, these achievements rested on shaky foundations. While the hardware was
adequate in 1969, five years later it could not even be relied upon to keep op-
erations up and running. In 1973, at the urging of the ZAIG, Minister Miclke
decided that the Siemens computers were to be replaced with COMECON-
produced ESER computers. This decision probably had less to do with the of-
ficial political reasons offered than with financial concerns: a new generation
of Siemens mainframe computers would have been too expensive, even for the
MfSM™ In late 1973, however, it became clear that VEB Robotron was experi-
encing difficulties developing the ES 1055, the computer the Stasi wanted. As a
result, plans to launch the model in 1976 came to nothing.

Aledorfer therefore suggested in February 1974 that at least one new
Siemens 4004/151 computer be purchased to bridge the years until the ESER
ES 1055 computers were delivered. He had consulted with the director of the
Ministry of Foreign Trade’s KoKo division, Schalck-Golodkowski, who had
agreed to assist with the procurement of the Siemens computer. According to
Altdorfer, this computer’s performance was already equivalent to what the ES
1055 would only be able to deliver from 1979, and it would allow the MfS to
continue developing its current IT applications without having to immediately
undertake the dreaded software system changeover. The purchase would
“necessitate technician training in the Federal Republic,” but Altdorfer argued
that this was justifiable. Given the alternative, his position was understandable.
If the MfS continued to work with its existing hardware—in other words, the
Siemens 4004/45 computers—until 1979 or 1980, the minister would find
that “there would be no progress in the deployment of IT in the MfS” between
1975 and 1980, Altdorfer warned darkly."? The development of “operationally
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important projects such as the travel database” would have to be halted, he
added, seeing as users in the various divisions were already feuding over the
few available computers.

In making this proposal, Altdorfer risked an open confrontation with the
ZAIG director, Werner Irmler, and its head of I'T, Harry Bochmann, both of
whom aimed to eliminate Siemens technology quickly and completely. Irmler
and Bochmann were proponents of a “unified information-processing system”
based on ESER hardware and software, but another cutting-edge Siemens
mainframe computer would render such a unified system redundant. Rath-
er than invoking their own institutional interests, they countered Altdorfer’s
proposal with “political-ideological” arguments: “Siemens poses a growing risk
to us, they told Altdorfer, according to his notes. On the minister’s orders,
“a shift to ESER” was to take place. Most importantly, though, Altdorfer was
instructed to “think correctly in political terms”—an unassailable argument
that was enough to silence an MfS novice such as Altdorfer. At a meeting
with Mielke not long after, Irmler presented Altdorfer’s proposal as evidence
of a “Siemens ideology” that was supposedly rampant in the MfS comput-
er center. With this, any possibility of a new Siemens computer was off the
table. Altdorfer was dismayed. In his personal notes he concluded that “the
whole incident” was hardly consonant with “Socialist leadership and manage-
ment principles.”" But other than express his resentment in his notebook (a
promotional gift from Siemens emblazoned with the slogan “Siemens Data
Technology—Programmed for the Future”), there was nothing Altdorfer
could do. The phrase “Siemens ideology,” which created fear in much the same
way as Stalin’s branding of his political enemies, ruled out any further debate.

Irmler and Bochmann would soon learn, though, that choosing a certain
hardware and software basis involves long technical path dependence. In
other words, it would not be so easy for the Stasi to get rid of Siemens. One
reason for this was that in 1979 the new ES 1055 computers were still not ready.
In April 1978 Bochmann was forced to admit that the first new IT system
would not be delivered until early 1982, followed by the second and third
in 1983 and 1984 respectively. This would mean, he said, “heightened reliance
on Siemens . . . especially until 1980, when we make it clear to Siemens that
we will be replacing it with ESER and not, as has repeatedly been left open,

possibly with Siemens after all.”*

The Stasi had thus ended up in the one situation the ZAIG leadership had
wanted to avoid at all costs. The functionality of their information systems was
now heavily dependent on the goodwill of a capitalist corporation and on the
latter’s contacts in those Western agencies and government bodies that, de-
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spite the “Second Cold War,” could provide special CoCom exemptions for
IT supplies.

But even if the new ESER computers had been delivered on schedule in
1979, the Stasi would probably have been unable to use them, as their basic
software systems, ISPER and GOLEM, were not compatible with ESER.
New ESER-compatible basic software therefore had to be developed for all
major MfS database projects."® This would prove to be a massive, virtually
unmanageable undertaking involving years of delays. As a result, the operating
system changeover that was so important for the “Phasing-Out of Siemens
Technology”—a changeover the Stasi wanted to conceal from Western security
services at all costs—meant another extension to the Siemens computers’
service lives. The last service life extension for one of the 4004/45 computers
delivered in 1970 ended on November 30, 1989. As of December 1989 the last
Siemens computer system in the former MfS was scrapped, and the parts were
sold to staff of the HVA computer center, which was in the process of being
dissolved. Alternating current motors, fans, and magnetic disk control displays
found keen buyers, adding a few extra thousand deutsche marks to the finance
department’s coffers in January 1990

The concurrent demise of the MfS and scrapping of Siemens computers,
however, should not be seen as symbolic of a double downfall. By 1989,
after the lean years between 1975 and 1983/84, the hardware in the MfS’s
computer centers, of which there were now four, had finally reached a level
high enough for IT staff to feel equipped for the challenges of the 1990s. As
well as four ES 1055 computers, the Stasi now had two ES 1057 systems, the
most modern ESER products in the field of “mid-range data technology.”"®
In addition, there were numerous small-process computers, more than 200
desktop and personal computers in the ministry alone, and—at last—data
communication between regional offices and certain border crossing points
(Grenziibergangsstellen, GUSt), on one hand, and Stasi headquarters, on the
other. This still could not be compared with the advanced technology used
in the computer centers of Western police departments and secret services.
Nevertheless, it could be argued that the MfS could do a great deal with the
technology it had, and that by the late 1980s it was only beginning to unlock
computers’ potential for surveillance.”

Siemens played a major role in the progress made by the Stasi. It was
Siemens, too, that helped ensure that the scenario painted by Altdorfer and
others of MfS information processing breaking down during the painfully
slow “Phasing-Out of Siemens Technology” never happened. Contrary to the
MIS’s fears, key figures in the Siemens West Berlin office did not lose interest

Bergien: Programming with the Class Enemy Al



in the ZIID/MIS as a customer when Major Lothar D. came clean at the 1978
Leipzig Spring Fair, explaining that “the Siemens 4004/4s computer can
only be replaced . .. with an ESER computer.” According to D’s report, “the
Siemens representatives were skeptical about the capabilities of the EC 1055,
. . . but they accepted our situation.”® And Dr. S., the enterprising Siemens
account manager responsible for the ZIID/MTS, expressed optimism about
the prospect of future partnerships: there would certainly be opportunities for
the MIS to use “new Siemens technology and therefore newer, more powerful
software,” he said.”” He would turn out to be right. The partnership between
the MfS and Siemens did not end with the decommissioning of the 4004/ 45
computers. Instead, a new chapter in the partnership began in the 1980s.

Among the Siemens products Dr. S. routinely pitched to MfS representa-
tives at meetings and business lunches were the electronic security system SI-
PASS, a telephone system, and laser printing systems. In the 1980s such print-
ers were room-sized machines costing around a million DM each. But whereas
his attempts to sell compact computers was ignored, the ZIID/MI£S computer
center was interested in the printers. Over the course of the 1980s, the MfS
increasingly found that the ability to rapidly print hundreds of thousands of
high-quality index cards, wanted-person notices, and similar documents had
become essential for conducting border checks with the desired intensity.

The reason for this lay in an IT-related “simultancity of the non-
simultaneous” in the MfS. By the early 1980s, very large amounts of person-
al data were being saved in electronic databases such as the travel database,
the “Database of Illegal Border Crossings,” and many more. However, data
communication was still not being used to connect regional MfS offices and
the GUSt to the central data repositories. Every personal record and every
wanted-person notice had to be sent in paper form or, to be more precise, in
the form of computer printouts. Notes that the ZAIG director, Werner Irmler,
had had prepared for a speech to the minister in summer 1989 reveal that this
was by no means a minor problem. Around 500,000 index cards with infor-
mation on wanted people were sent to the GUSt each month.”> Meanwhile,
HA VI had to respond to around 180,000 requests per month for information
from its digital travel data repository. Furthermore, it was expected to do so
“quickly, ... legibly, and at various lengths (from 1 line to several A4 pages).”'?
The “ESER parallel printers from the Polish People’s Republic” failed “to meet
these high demands.” As Herbert Maier of Division XIII recalled, “If you use
them to print thousands of copies of the same forms, the letters start to blur
and the agent can’t read them anymore. A laser printer produces completely

different images, of course.”** Irmler, too, praised the Siemens laser printers,
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which had been purchased in 1984, to Miclke, saying that they “performed the
intended tasks excellently.” Because of an “expected continued increase in . . .
cross-border travel and the need to . .. combat the subversive abuse of inbound
travel and tourism,” Irmler saw the purchase of more Siemens laser printers as
“urgently necessary,” a view that Miclke came to share during the GDR’s final
crisis.

In the late 1980s, Siemens representatives made repeated complaints to the
federal government about the still stringent CoCom regulations, claiming
that these had made “trade [in IT products] with the GDR and Eastern Bloc
countries . . . impossible within a reasonable technical framework.”” The
ZIID’s purchase, in summer 1989, of a “twin laser printing system” worth 2
million DM may have lifted spirits a little, however.” In September 1989
Siemens technicians from West Berlin returned to Building Z 70 to install the
system. But had there been a party to celebrate the installation of the printers
in September 1989, there would probably have been a notable absentee: Dr. S.,
the Siemens employee who had initiated this new business partnership in the
carly 1980s.

MIS counterintelligence had been keeping tabs on Dr. S. since 1980, and
HA XVIII suspected him of collaborating with the BND. At S.s invitation, an
East German foreign trade company employee had participated in a Siemens
programming course in Munich, where the BND attempted to recruit him.
This gave the Stasi strong grounds for suspicion. It began to tap S.s calls to
the GDR and discovered, among other things, that he had “an entrenched
hostile, negative attitude toward the social system in the GDR.”* In 1984 the
Stasi considered subjecting S. to an “operational interrogation,” but then, as
the laser-printer contract was about to be signed, decided not to do so. In the
end the Stasi opted to have the East German Ministry of Foreign Trade put
pressure on Siemens management to withdraw S. from dealings with the GDR.
Siemens management demurred, pointing out that, when it came to securing
CoCom exemptions, “no one from [the Siemens office in] West Berlin is as
familiar with the procedures . . . and the documentation to be submitted,
including points of formulation, as Dr. $.”*® Siemens’s reluctance to remove
S. made him even more suspicious in the eyes of the Stasi, who continued to
insist on his dismissal. In 1985, the Stasi had its way.

It is unclear whether S. really worked for the BND, potentially passing on
secrets about the MfS’s use of computers from the mid-1970s. What is cer-
tain, though, is that from the start the computer centers of the secret services
in both East and West were a major focus of intelligence operations on both
sides. In October 1980 Wolf, the HVA director, announced that the “task of
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all operational lines” was to penetrate “the IT systems of the Federal Republic’s
intelligence services.”” The BND, for its part, had been working intensively
since the 1970s on identifying the East Berlin locations of the MfS computer
centers.*” According to Herbert Maier, Stasi “specialists spent days inspecting”
the Siemens laser printers delivered in 1984, eventually “finding what they had
suspected”:™ transmission equipment, presumably installed by the BND, for
which the “compromising” of I'T intended for the Eastern Bloc was a routine
task."” It is therefore highly likely that Western intelligence services were aware
of the IT knowledge transfer between Siemens and the MfS independently of
the statements made by the defector Horst Schuster in 1983. It is possible that
for the BND and the Federal Office for the Protection of the Constitution the
benefits of having detailed information on the Stasi’s use of computers out-
weighed the dangers posed by a computerized MfS. Thanks to the events of
1989/90, West German intelligence never had to address the question whether
this might have been a mistake.

Conclusion

This article’s central finding is that Siemens—or, more precisely, the Data-
Processing Division of the Siemens West Berlin regional office—served as
the Stasi’s most important IT supplier for a good decade. If we leave aside the
specificities of its context, the story of this partnership illustrates why and how
such transfers came about. The hunger for Western technology complemented
a strong desire to export in Western companies under pressure to move for-
ward in certain segments. For both sides the benefits outweighed the risks. In
spite of its anticipated dangers, the partnership with Siemens enabled the Stasi
to develop I'T whose standard was probably unparalleled in the Soviet sphere
of influence. As far as is known, no other Communist intelligence service man-
aged to send dozens of employees for data-processing training at a Western
computer manufacturer. It is also extremely unlikely that any other Commu-
nist intelligence service received years of software and hardware support from
a leading Western corporation whose staff’ could be—and were—in its own
computer center within an hour.

But the knowledge transfer had unintended effects for the Stasi, too. The
accusation made by the senior ZAIG officers Irmler and Bochmann that the
management of Division XIII espoused a “Siemens ideology” was based on
attitudes and positions clearly demonstrated by Aledorfer and his staff. Meals
with Siemens employees and training in West Germany may have led to an
outlook that—by MIS standards, at least—was more pragmatic than politi-
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cal in nature. Given that they were isolated from the rest of the MfS in their
offices in Wuhlheide and apparently feeling insufficiently appreciated by the
“user divisions,”® the atypical attitude of the data center employees, who
numbered almost 400 in the mid-1970s, may have been strengthened by such
accusations.

Siemens, meanwhile, hoped that the contract to supply the ZIID with
three 4004/4s5 systems would enable the company to enter the GDR’s mid-
range data technology market, which was seen as promising at the time. In-
deed, a few other contracts did follow. It is unclear, however, whether business
with the GDR proved to be profitable overall for the Siemens Data-Processing
Division. Nevertheless, there is no doubt that, in the early years in particular,
the MfS provided Siemens with a field of application in which the latter could
test its new products in practice and use the experience of MfS programmers
to enhance these products. It has been claimed that while contributing to the
computerization of the West German police, “Siemens learned a lot quickly
from the BKA mainframe computer.”* This is also true of Siemens’s role in
East Berlin’s Wuhlheide, albeit on a smaller scale.
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Problems with the “Big Brother”

The GDR’s Ministry for State Security and the CPSU’s
Policy toward Germany in 1969/70

SIEGFRIED SUCKUT 'l'

This article examines how the East German secret service reacted to the onset of the new
Ostpolitik of Willy Brandt’s Social Democrat—Liberal coalition in Bonn in 1969/70. Material
from the GDR Ministry for State Security (MfS) shows that Minister Erich Mielke and
his deputy Markus Wolf, the head of the department for espionage in Western countries
(Hauptverwaltung Aufklirung, HVA), considered Brandt’s variant of “imperialist” Ostpolitik
especially dangerous for the GDR and the Socialist states, as it allegedly aimed at abolishing
Socialism in the GDR and undermining the Eastern alliance system. In conversations with
the KGB leadership, they warned their “Big Brother” and exhorted Moscow not to make any
concessions to the West German government at the expense of the GDR. The core of this article
consists of a presentation manuscript—translated into English for the first time—prepared by
the Stasi as it sought to make its case to KGB chief Yuri Andropov in the summer of 1970.
Wolf tried to exhibit a confident, sometimes even schoolmasterly attitude toward the Soviet
representatives. The Stasi nevertheless failed to dissuade the Soviets from signing a renunciation

of force treaty with Brandt’s government in August 1970.

A Change of Government in Bonn: All Quiet on the Western Front?

When Willy Brandt was elected chancellor of the Federal Republic in fall
1969—the first Social Democrat to occupy this position—the initial response
of the Socialist Unity Party of Germany (Sozialistische Einheitspartei
Deutschlands, SED) was business as usual. Party apparatus staff under
Central Committee (Zentralkomitee, ZK) Secretary Albert Norden were
instructed to prepare for the Politburo an immediate assessment of Brandt’s
October 28 address to the Bundestag, in which he had set out his program for
government. This assessment came to the unspectacular conclusion that “no
fundamental political reorientation” was to be expected “either in domestic



or foreign policy.” There had been a change of government, the report stated,
but no change of power. The GDR could now expect to become acquainted
with a somewhat more flexible “Social Democratic approach to pursuing
imperialist policies” and so, the report advised, the SED leadership should
“continue to focus its main attention on combating monopoly capitalism and
the conservative and extreme right-wing forces” led by the CDU/CSU! The
report also recommended that “constructive criticism” be leveled at the Social
Democrat-Liberal coalition where necessary.? In other words, the assessment
was sober and skeptical and showed little sign of real concern.

Although SED General Secretary Walter Ulbricht could be quite emphatic
at times, it probably surprised everyone when he criticized the report’s
findings at a meeting of Politburo members on October 30, 1969. Ulbricht
believed Brandt’s address should be seen as “progress” and he insisted that the
SED must now work toward ensuring that this new government remain in
power for “a fairly long time.”® The SED chief struck a combative, optimistic
tone: if Brandt was going to pursue a new Ospolitik, he said, “then we will
pursue a new Westpolitik, one that will be extremely successful.” At this point
the Politburo did not commit itself to cither of these approaches. A draft
resolution forwarded to the Communist Party of the Soviet Union (CPSU)
in advance had struck a balance between the two,’ and the SED leadership
was waiting for instructions from Moscow. Presumably because of a lack of
support in the Politburo and his own doubts as to whether the GDR had the
economic strength to pursue an offensive policy toward the Federal Republic,
Ulbricht quickly backed down and moved closer to the tenor of the Norden
paper. During a visit to Moscow in early December, he presented the views
espoused in the latter to the CPSU leadership and the heads of the other
Communist parties.® The SED had decided in principle to keep following its
existing policy toward the Federal Republic; the putative continuity in Bonn
was to be met with a similar tactic in the GDR.

The Ministry for State Security (Ministerium fiir Staatssicherheit, MfS)
led by Erich Mielke had fewer difficulties assessing the new West German
chancellor. Since his time as mayor of West Berlin, Brandt had been regarded
by Stasi officers as a dangerous adversary pursuing a “hostile policy against
the GDR.”7 In the view of the MfS, Brandt had simply switched to a tactic
of “conquering the GDR by peaceful means,” and his apparent readiness
to pursue peace and understanding was a sham. Nevertheless, as head of
intelligence, Minister Mielke, like the SED leadership, wished to first present
his assessment in Moscow and have it approved there. He therefore prepared

carefully for a consultation with KGB chief and CPSU Politburo Candidate
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Member Yuri Andropov in mid-November 1969.% Also representing the
MIS at the meeting was Markus Wolf, head of the Main Directorate for
Reconnaissance (Hauptverwaltung Aufklirung, HVA), which was responsible
for espionage in the West. Wolf had the HVA prepare a strategy paper more
than eighty pages long listing the strategic goals of the Social Democrats’ Neue
Ostpolitik and outlining future challenges facing the “Chekists” in the Eastern
alliance.” The addressees of this paper, which has not yet been examined by
historians, are not specified. However, judging by its content and timing, it
was likely intended to provide Mielke with information and arguments. A ten-
page summary held in the files of the minister’s secretariat suggests that Mielke
shared the HVA’s assessment.”® Presumably this summary served as the basis
for Mielke’s presentation in Moscow.

The MfS Warns Its Soviet “Friends” and Registers
Waning Solidarity in the Socialist Camp

Echoes of the assessment prepared by the ZK apparatus under Norden’s
instruction can be detected in both of these documents. The longer strategy
paper, however, is formulated as an urgent warning to the Soviet Union
to recognize the intentions behind the Social Democrats’ Neue Ostpolitik.
It presents the new West German policy as an attempt to split the Socialist
camp, play the states off against each other, “undermine” their alliance with the
GDR, and to isolate both them and the Soviet Union." In some passages the
assessment of the situation reads like an admonitory call to the leading power
in the East for help. For example, the introduction recalls that not long ago,
on the twentieth anniversary of the founding of the GDR, Comrade Leonid
Brezhnev had affirmed that “friendship with the GDR” was “dear to the heart
of the Soviet people.”?

Unlike those responsible for work on the West under Norden, Markus
Wolf, who was in charge of monitoring the Federal Republic, came to believe
very soon after the change of government in Bonn that the power shift posed a
threat to the GDR. Wolf was especially concerned that the shift would weak-
en solidarity among members of the Eastern alliance. He stressed the changes,
rather than the continuities, in Bonn’s Ostpolitik and highlighted the challeng-
es these presented for the Socialist states. In its negotiation strategy plan for
Moscow, the HVA quoted Brandt’s alleged “internal” announcement that he
intended to “strike the GDR from behind” using its allies.”

To prepare for the meeting, Wolf’s officers had also noted down examples
of how the SPD/FDP coalition was trying to exert political influence,
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especially by economic means, in specific Eastern states—and not without
success.* We do not know whether Miclke and Wolf presented all these
examples in Moscow, but their concern is very evident in the papers. Even
in the “SU/CPSU,” the documents stated, there were “forces” that were “not
without illusions” about the new federal government.” For example, Mielke
and Wolf were unscttled by a statement made by a named sector head in the
International Liaison Department of the CPSU’s Central Committee, who
had said that “serious power shifts” were occurring in West Germany, and
that “great transformations in favor of peace and security were under way” in
Europe. Meanwhile the chief Soviet television commentator had announced
that the Federal Republic could no longer be seen as a “demon,” and Izvestiya
had remarked on the fact that Brandt was no longer calling for the “overthrow
of Socialism in the GDR.”

It is notable that Mielke and Wolf considered the Brandt government’s
Neue Ostpolitik to be far more dangerous than it was perceived to be in the
SED Politburo, of which Miclke was not yet a member.® There was a par-
ticularly large discrepancy between Miclke’s position and that of his former
mentor, Ulbricht, although Mielke’s views seem to have been less at odds with
Ulbricht’s designated successor and the party’s top security official, Erich
Honecker.”

The five-page minutes of the Moscow conversation with Andropov, which
were prepared in Berlin on November 17, 1969, reveal that the KGB chief’s
language was remarkably cautious and diplomatic; for example, he stressed
that he spoke only for himself, but that he was aware of the view of his party’s
“leading comrades.” Nevertheless, it is evident that he believed Brandt’s Newe
Ostpolitik to be not nearly as threatening as it had been characterized by the
MI£S. It is now known that, even at this early stage, Andropov was one of the
members of the Soviet leadership who believed that a lasting improvement
in relations with the Federal Republic was possible and indeed desirable.”
While he stressed that there was “not very much new” in Bonn’s policy, he
believed that Brandt’s statement should be “seriously heeded.” Furthermore,
he described some of the ideas presented in the statement as “tempting” and
highlighted an objective advantage of the Federal Republic over the GDR—
namely, that it was “bigger and richer.”*® According to the MfS’s notes on the
meeting, he reassured Mielke and Wolf that the Soviet Union’s policy on the
German question and its policy toward the GDR were “consistent and clear.”
When Nikita Khrushchev and Aleksei Adzhubei had begun to “flirt” with
West Germany,® the Central Committee had “corrected” this and would
“correct it again at any time”; there would be “absolutely no vacillation here,”
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Andropov insisted.”” The fact that the Soviet Union appeared to be singling
out Germany for special treatment probably only served to unsettle Miclke.
According to the notes on the meeting, the KGB chief never contradicted
his visitors from the GDR. Nevertheless, they would have noticed that his
responses failed to affirm the undying solidarity that was repeatedly pledged
on official occasions.

Two months later, on January 9 and 14, 1970, “discussions” took place in
Berlin between Miclke and General Semyon Tsvigun, Andropov’s deputy,
who led a KGB delegation on a short visit to the GDR.? Apart from the
minister himself, “other leading MfS comrades” were to attend the “reception”
held as part of the afternoon program of January 9.>* Documents do not
indicate whether Wolf was also present. It seems that the second meeting, on
January 14, was not initially planned. The only evidence that it took place is
a handwritten note attached to the third copy of the MfS paper, which was
sent to the files of the Central Evaluation and Information Group (Zentrale
Auswertungs- und Informationsgruppe, ZAIG).” Mielke’s preparatory notes
for the talks suggest that he aimed to present “new facts” that would reinforce
the assessment of the SPD/FDP government he had provided in Moscow in
November 1969. He wished to emphasize the lack of change in the foreign
policy goals of “West German imperialism,” which, he believed, still sought
to bring about the “disintegration” and “division” of the Socialist states and
to “isolate” both the Soviet Union and the GDR in the Eastern alliance.?®
In Miclke’s view, Brandt’s government was taking a “more sophisticated”
and “flexible” tactical approach involving a “demagogy of nonviolence.”” In
hindsight, it is clear that warnings such as these were also directed at Soviet
“friends.” The MfS’s own intelligence activities had revealed that Moscow was
already engaged in more intensive talks with the West German government
about a nonaggression treaty than either side had acknowledged.”® Indeed,
thanks to its Bonn “sources,” the MfS was later able to inform the SED
leadership—often in detail—about the progress of negotiations between Egon
Bahr and Andrei Gromyko in Moscow.” It would appear that warnings about
the particular “danger” posed by the Social Democrats” Ostpolitik was again
the focus of a meeting with leading KGB representatives in Berlin in February
1970.* Similar warnings were also the subject of several briefings drafted by
the HVA for the SED leadership. However, Miclke passed on only one of
these, which, in detailing the SPD caucus’s discussion of the Kassel meeting
between Brandt and GDR Minister-President Willi Stoph, bore more positive

news for senior party figures.”
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The MfS Presentation Strategy: Warnings and Critical Questions
for the “Big Brother”

MIS warnings peaked a few weeks before the Federal Republic and the Soviet
Union signed a renunciation of force treaty in August 1970, as the files reveal.
In June, MfS and KGB leaders had met again, apparently in Berlin. The
HVA drafted a detailed presentation strategy (Konzeption), presumably to
help Miclke prepare for the talks, to which it attached “Details from Internal
Information from the West’s Area of Operations about Certain Events in
Socialist Countries.”® In the presentation manuscript, MfS representatives
explicitly expressed their desire to “hear the chairman’s ideas on preparing for
the meeting of the intelligence organs.”® It is therefore clear that Andropov
was one of the envisaged Soviet representatives. A list of participants has not
survived, however. As the stated aim of the meeting was to continue the bilateral
consultation that had taken place in November 1969 in Moscow,* it can be
assumed that Markus Wolf took part again. The fact that the MfS’s negotiating
strategy was once again based on intelligence gained in the Federal Republic
also makes it highly likely that Wolf was present. It would appear that the GDR
representatives intended to use this knowledge to gain a tactical advantage
over the Moscow Chekists. When Mielke and Wolf cited “internal” statements
revealing the political intentions of members of the West German government,
their visitors could hardly doubt this, since the latter had sufficient evidence
that the MfS’s information channels reached all the way to the political control
rooms in Bonn.

According to the presentation strategy, Miclke intended to begin by saying
that his November assessments had proven to be “correct” and that the MfS
wished to report now on “new phenomena and trends”® It asserted that
the SPD’s main objective was still the “Social Democratization of Socialist
states and Communist partners,*® and, having become a “direct ally” of West
German “imperialists,’?” the party was secking to “transform the status quo” in
Europe. Brandt and SPD parliament group chair Herbert Wehner had stressed
“internally,” it went on, that they wanted “Social Democracy” to become an
“epidemic” in the Communist movement and to “win Communists over” to
the cause of “defeating Communism.”*® The SPD was betting on the existence
of “revisionist forces” and “anti-Socialist phenomena, ideas, developments”
in the USSR and the other Socialist states, according to the GDR Chekists’
plotline for the meeting, and the party was particularly concerned to “weaken”
the “strongest power of Socialism.” The East German representatives also
intended to cite documents from the “arca of operations” showing that the
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SPD leadership had intelligence on the Socialist states that apparently gave
it grounds for confidence. On the basis of this, the MfS had found that even
some of the “leading circles” in Socialist countries were harboring “illusions”
about the political intentions of Willy Brandt and the Social Democrats.*
The “Western press” was engaging in similarly exaggerated speculations,
including “with regard to the USSR’ attitude,” the MfS emissaries intend-
ed to argue. They therefore wondered: “Is Brandt’s peace and détente dema-
gogy being judged accurately in the USSR?” Was there “proper recognition
that Brandt’s so-called détente policy” was aimed primarily at giving “West
German imperialism greater scope in its foreign policy for enforcing its anti-
Socialist political doctrine?” As an “example” the MfS pointed out that, ac-
cording to Agence France-Presse, Gromyko had said during his visit to France
that the “Brandt/Scheel government” was “more realistic” than its predeces-
sors.*> The government’s attitude showed, Gromyko reportedly said, that it
“recognized the realities, especially the limits; this would make progress pos-
sible, etc.”® Speculation about the USSR’ attitude toward Bonn had recently
increased “immeasurably,” especially in connection with the “West German-
Soviet talks on [a] renunciation of force treaty,” according to the document.
The MfS had secretly obtained a Bonn draft of a renunciation of force treaty
with the Soviet Union in which “essential demands” of Socialist allies were
“ignored.”** The West German government intended to use this draft as the
basis for further negotiations with the USSR, as the MfS representatives noted
indignantly in their presentation strategy. The tactical objective of Ostpolitik,
they claimed, was to isolate the GDR within its own camp by negotiating with
Moscow and Warsaw, or, as ministers Egon Franke and Walter Scheel had
put it “internally,” to back the GDR “into a corner.”® The draft Soviet-West
German treaty demonstrated an unwillingness “to recognize the status quo in
Europe” and, more importantly, “to recognize the GDR under international
law*¢ But what value would such a treaty have, Mielke and Wolf intended
to ask, “if West German imperialism” failed to recognize the “permanence of
the postwar borders and the realities based on these”?” Bonn spoke merely
of “respect;” which could hardly be seen as a “binding guarantee under
international law.” The West German government had claimed that the USSR
was ready to accept the former’s “principle of the right of self-determination.”
What this really meant, according to the presentation document, was “the
restoration of the power of monopoly capitalism in the GDR.” Bonn had also
declared that the USSR would accept its option of “German reunification,”

but likewise this was just an attempt to “mask the objective of annexing the

GDR?”
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According to the presentation strategy, the SPD/FDP coalition was now
giving the impression that, on this basis, it intended to begin negotiations with
the USSR soon, raising the following questions for the MfS: “What is the
USSRs attitude to these issues? Does it recognize Bonn’s intentions and how
does it intend to thwart them?” As the GDRs intelligence service had learned,
Brandt saw an agreement with the Soviet Union as crucial for the continua-
tion of his Ostpolitik “against” other Socialist states.*® In this context, the doc-
ument states, it would be “interesting to know” the “justification and aim” of
the discussions that had been held in Moscow and Leningrad on June 15 and
16, 1970, with the “specialists in softening up [the Socialist camp]” from the
“Bergedorf Discussion Group” (Giinter Grass, Riidiger Altmann, Countess
Donhoff, Rudolf Augstein, among others, are mentioned here by name).”” The
document also asks what outcome the Soviet comrades hoped for from a ma-
jor trade union delegation traveling to the Federal Republic to discuss “coop-
eration” with the DGB (the West German Trade Union Confederation) and
having “ostentatious” photographs taken with President Heinemann (a press
photograph was enclosed with the manuscript).”® One of the final questions
of the presentation strategy was: “On what political judgments does the USSR
base these measures?”

It is worth noting that the tone of these intended questions fluctuates
between interrogation and accusation. There is little evidence of a hierarchical
gap between the two intelligence services in the MfS presentation strategy.”
It is not clear whether the questions were actually posed in the same form,
but handwritten notes suggest that the manuscript did serve as the basis
for the MfS report to the KGB during their June meeting. As the pages
of the manuscript contain numerous incomplete sentences with plenty
of blank space between them, this would have been quite possible in terms
of time. Unfortunately, Stasi files do not record the reactions of the KGB
representatives. What is clear, however, is that the MfS was surprised and
alarmed by the increasingly obvious shift in West German-Soviet relations.
Its bogeyman image of the Federal Republic was disintegrating, and the West
German government’s inter-German interests appeared to be more important
to hitherto reliable “friends” than those of the SED. It can be assumed, if not
proven, that Miclke’s questions had been discussed with Ulbricht in advance.
Indeed, the latter may well have been looking for a way to raise concerns in
Moscow about Soviet policy toward Germany without having to address them
directly himself. If that was indeed the case, the MfS’s questions could be
read as those of the GDR leadership, which would lend the Stasi documents
cited here even greater historiographical significance. The SED leadership was
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almost certainly informed about what Mielke planned to say in Moscow, as
well as about how the discussions with the KGB chief, who was in close contact
with Brezhnev, had gone; any other scenario would appear inconceivable.”
An introductory note in the preparatory MfS manuscript for Mielke’s earlier
meeting in Berlin with Andropov’s deputy, Tsvigun, on January 9, 1970, states
that the SED leadership “appreciated” the “great importance” of the visit. This
note therefore lends further credence to the thesis that Mielke and the SED
leadership agreed on the former’s approach to consultations with Andropov.**

Unheeded Warnings: The Treaty of Moscow, August 12, 1970

Just a few weeks later, the MfS leadership realized that its warnings had gone
unheeded. In Moscow on August 12, Brandt and Alexei Kosygin signed a renun-
ciation of force treaty. The Soviet leadership had accepted the MfS leadership’s
repeated negative assessments of West Germany’s Oszpolitik and inter-German
policy, and had instructed the SED to uphold its policy of strict boundaries
vis-a-vis the Federal Republic. Nevertheless, the USSR loudly declared its sup-
port for the treaty, in which the Federal Republic notably did not “recognize
the GDR under international law;” a recognition the SED had long professed
to be of the utmost importance. This set a precedent for subsequent treaties.”

In a number of reports the MIS recorded GDR citizens’ reactions to the
treaty. These reports, which relayed the opinions not only of a dissenting mi-
nority but also often of “broad segments of our citizens” (and therefore pre-
sumably also many SED members),’ read like accounts of a momentous polit-
ical defeat for the GDR leadership. Mielke passed only the first report, dated
August 2.4, 1970, to Honecker and agitprop functionary Werner Lamberz, by-
passing the politically weakened Ulbricht. This report stated that a “new So-
viet policy” was being pursued, that the treaty “did not fit into the concept of
the GDR;” and that the latter was being forced into “compromises” with the
Federal Republic. In “all strata of the population,” the report claimed, reser-
vations were growing about the SED’s inter-German policy, which was now
being pressured into abandoning its “primary demand” for recognition under
international law.

A supplementary report written by the ZAIG for Miclke and dated
September 28 focused on the reactions of “leading and prominent academics”
who were worried that the Soviet Union would prioritize academic exchange
with the Federal Republic in the future’” The report, which also cites the
academics’ grounds for their concern,’® concludes with the following sentence:
“Doubts are emerging about the honesty of the USSR’ relations with the

Suckut: Problems with the “Big Brother” 93



GDR”* Although Mielke probably shared this view, he did not take up his
ZAIG officers’ suggestion to share the paper with “a wider circle of Politburo
members,® instead opting to keep it to himself.”!

A Final Attempt by the HVA

Markus Wolf, head of the HVA, was more combative. Even after the signing
of the Treaty of Moscow, he continued to warn decision-makers in his coun-
try about Bonn’s new Ostpolitik and inter-German policies, which in his view
were aggressive and posed a particular threat to the GDR. In September 1970,
according to the handwritten date, the HVA submitted a seventy-four-page
report to the MfS. The six-page explanation prefacing the report suggested that
the latter “could possibly be shared with a wider circle of Politburo members
and candidates . . . if this is deemed appropriate.” This suggestion was direct-
ed at Minister Mielke, who, as usual, now had to decide what to do with the
HVA’s draft Information Report 976/70 on “current developments and trends
in the SPD/FDP government’s actions against the European Socialist states,
especially the GDR.”®* Such drafts would have crossed the desks of ZAIG em-
ployees first. However, the ZAIG could only decide whether domestic reports
should be turned into Information Reports and then submitted to the minister.
It always passed on reports written by the HVA.®* In reality, then, Wolf alone
decided which information from his remit was forwarded to the minister for
dissemination to the party leadership. A handwritten entry on the Information
Report’s cover page indicates that he had ten addressees in mind in this case.®*

The HVA claimed rather dramatically that its report’s objective was to
highlight “new trends in directly hostile activity”® The report was limited
to summarizing information that had come from “leading government and
party circles” in Bonn and revealing the “actual objectives of Ostpolitik and
inter-German policies” It had become increasingly apparent, according to
the report, that the GDR was dealing with “a comprehensive system of hos-
tile activity.” The HVA officers responsible for compiling the report had been
guided “exclusively by essential aspects of the GDR’s security” and had re-
stricted themselves to material that had been gathered “recently”®® An “even
more comprehensive assessment” would have to include this material. The
HVA avoided having to commend the Treaty of Moscow by noting that the
report did not examine “positive aspects of the attitude of the SPD/FDP gov-
ernment (e.g., with regard to the Soviet-West German treaty),” as this would

have involved “excessively large volumes” of material. Nevertheless, there was
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“no change” in the HVA’s “basic assessment of the reactionary intentions” of
the West German government toward the Socialist states.” Bonn was hoping,
the report claimed, to “misuse . . . the Soviet-West German treaty, in particu-
lar” for these intentions.®® The facts presented proved that the West German
government, which was not holding back in its “preparations for war,” was
only respecting the status quo in Europe in order to overturn it. Moreover,
Bonn denied providing a binding recognition of the “inviolability of borders.”
The goal of “annexing the GDR” and “destroying Socialism” remained, hid-
den behind “slogans” such as “unity of the nation,” “reunification,” and “self-
determination.” The Social Democrat—Liberal government was not prepared
to abandon its “presumption of sole representation” and was determined to
“force” the GDR into submission.”’

In tenor this document echoed the warnings that had been issued in earlier
MIS preparatory papers for meetings with the KGB, but its arguments had
been updated and tailored to the addressees in the Politburo. The latter can-
not have failed to be impressed by the sheer number of statements by Bonn
decision-makers that the HVA had gathered from its agents in the West. These
included statements made at the NATO Council of Ministers meeting in
Rome at the end of May, in confidential talks with German and foreign politi-
cians, and to functionaries within their own parties.

Yet it is not clear what exactly Wolf hoped to achieve in sharing these
with the SED leadership, given that the Treaty of Moscow had been signed
long ago. Did he believe that even Ulbricht and other key figures in the
SED leadership had not seen the “true” intentions behind Bonn’s foreign
and inter-German policies, and were therefore failing to recognize the risks
posed to the GDR by the Social Democrats’ policy of détente? Did he hope
to alert them before it was too late? This would certainly not have been
necessary in the case of Erich Honecker, a new powerful figure in the party
leadership who had already voiced sharp criticism of the treaty to Brezhnev
in August 1970.”° Ulbricht, too, had at least let Soviet “friends” clearly sense
his disappointment,” though Wolf was probably unaware of this. Was Wolf
trying to ensure that, in pending talks with the West German government,
SED figures would concentrate solely on what he saw as the GDR’s interests
rather than following Soviet policy on Germany? Some provocative passages
citing “internal” statements made by leading members of the West German
government point to this last motive. For example, the report quotes Brandt
as saying that he expected the Soviet Union to have a “modulatory influence”

(sic) on the GDR now the Treaty of Moscow had been signed.”> Meanwhile,
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Wehner is cited as saying that Ostpolitik would generate “ever-new difficulties
in [the GDR’s] own camp.””

What is clear is that Wolf was attempting to deploy drastic quotes and
arguments in order to influence the Politburo’s decision-making process. For
example, the report claims that the HVA had learned that the West German
Chancellery had instructed the BND to compile “a list of all members and
candidates of the SED’s ZK . . . which the federal government could use
as a basis for realizing its goals.” The list was to include all figures “who are
not prepared to reject in principle all the arguments of social democracy.”
Who would want to risk being named by the HVA as someone who was on
the “BND list”? Yet a well-informed, critical reader would have noticed that
most of the HVA quotes did not contain anything particularly new, given that
Bonn politicians had expressed similar views in public.”

In the end, Mielke’s reservations about the HVA’s last-ditch effort must
have prevailed, as the report was not circulated.”® The ten copies that had al-
ready been prepared for circulation were destroyed, according to a handwrit-
ten note from ZAIG officers on the eleventh copy, which was filed away in
the ZAIG and is the only surviving one.”” There are no surviving documents
shedding light on whether Mielke informed Wolf of his decision or the rea-
sons behind it.

The potential political consequences of Information Report 976/70 were
probably too risky for Mielke, who tended toward caution in his reporting
to the Politburo. Since the HVA paper indirectly criticized the signing of the
Treaty of Moscow by the GDR’s Soviet “friends;,” Mielke may have consulted
Ulbricht or Honecker, the ZK security secretary. The criticism implied in
the report may well have been shared by the majority of Politburo members.
However, very few were willing to trigger a debate at the party’s top level,
especially since it was obvious that the treaty was of great importance to CPSU
leaders, despite their understanding of the interests of their East German allies.
Verbally, Ulbricht had long toed the CPSU’s line on German policy, and, at a
conference attended by the top leaders of both parties in Moscow on August
21, 1970, he praised the treaty as “important for the internal consolidation of
the GDR.”® Meanwhile, Brezhnev had taken tactical precautions with his
two-track policy on Germany, urging the SED in these months to distance
itself from the initiatives of the Brandt/Scheel government. In later years
Wolf, normally an admirer of the “art of dissembling,”” would sharply criticize

Brezhnev’s approach.®
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The MfS Falls into Line

Micelke’s decision not to circulate Information Report 976/70 marked a turn-
ing point in the MfS’s position on Bonn’s Ospolitik and inter-German policies.
This shift became most evident at a conference of the Warsaw Pact member
states” “intelligence organs” in Budapest in December 19708 Ahead of this
conference the MfS delegation sent a draft of its paper to the KGB, which duly
returned it with detailed suggestions for changes written on individual pages.
These included a list of additions, deletions, substantive changes to the content
and arguments, and instructions on the terminology to be used. The MfS draft
has not survived, but the list of Moscow’s requests for changes® and the man-
uscript of the Budapest paper, which was probably delivered by Wolf, have.®

In terms of changes to content, one of Moscow’s main requests was to “pro-
vide a positive assessment” of the Federal Republic’s treaties with the Soviet
Union and Poland, using “the official arguments of the party” In addition,
Moscow wanted the paper to reflect more strongly the CPSU’s “fundamental
assessments” and to make it clearer that the “main task” of the Socialist states
was “to force Bonn to ratify the treaties and to implement them in full.” There-
fore, Moscow wrote, the paper had to warn against the formation of a “right-
wing cartel” in Bonn secking to prevent just that.* The paper’s authors were
explicitly encouraged to emphasize “how dangerous” the Social Democrats’
“foes” were, with their activities ultimately serving to “strengthen the imperial-
ist system” and their “main line of attack” focused on the GDR.®

All of these recommendations were followed in the final manuscript of the
paper. Here, the German Chekists praise the “immense international signifi-
cance” of the treaties signed in Moscow and Warsaw, because in them the Fed-
eral Republic had been forced to recognize the “inviolability of the borders,
including the Oder-Neisse border and the border between the FRG and the
GDR .’ The text makes no mention of the GDR’s unmet demand for recog-
nition under international law, and with regard to the still unresolved ques-
tion of the relationship between the two German states, the text merely re-
fers to relations “on the basis of the customary principles of international law
between states.” The manuscript issues emphatic warnings about the activities
of the “right-wing bloc” in Bonn, which, it claims, ranged from the CDU to
the National Democratic Party (NPD) and aimed to “overthrow the Brandt
government.”” Since these “right-wing forces” occupied almost half the seats
in the Bundestag, the GDR government had felt compelled to draw a “tactical
distinction.” The paper claims the East German government’s proposal to con-
tinue negotiations with Bonn was timed to enable the SPD and FDP to “draw
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advantages during the state election campaigns in Hesse and Bavaria.”®® These
formulations, which in the following months permeated the MfS leadership’s
inter-German policy statements, served as a form of prescribed language.

Mielke and Wolf, who had hitherto followed the old KPD (Communist
Party of Germany) tradition of emphasizing the particular dangers of “Social
Democratism” for the GDR and the Communist alliance, now adopted the
line of the Soviet Union, which saw its own interests better protected if the
Brandt/Scheel government remained in office in Bonn. From now on, the
MIS would warn of ideological “diversion” against the Socialist states orga-
nized by SPD “general staff)” but in order to avoid endangering the ratification
of the treaties, it would prioritize the fight against the “right-wing bloc” form-
ing in the Federal Republic.¥’

At the MfS’s central leadership seminar, which took place on March 1-3,
1971, Mielke familiarized his senior officers with the official position on the
Moscow and Warsaw treaties, presenting these treaties as a negotiating success
for the allies and “an expression of the increased strength and growing influence
of the Socialist states” All attempts by the West German government to
“undermine” the inviolability of the borders in Europe had been “thwarted”
by the Soviet Union, he said,” and the Federal Republic had been forced to
“also fully respect the territorial integrity of the GDR in its present borders.””>
Nevertheless, Miclke said vaguely, the Treaty of Moscow had “not [achieved]
everything”” A few weeks later, at the delegates’ conferences of SED party
organizations in MfS regional offices, he tried to avert possible annoyance over
the Soviet treaty policy by stating that Socialist states needed a “wise, flexible
policy” toward the West.”* The goal and significance of “certain measures” were
“often not so easily recognizable,” he said, and the positive impact sometimes
only became apparent later. Considering his earlier critical remarks about the
Soviet Union’s policy toward the Federal Republic, such statements suggest
that Mielke was attempting to convince himself as much as anyone else.

Summary

1. One of the key research questions investigated by scholars focusing on the
history of the GDR and the MfS is how the GDR’s Ministry for State Secu-
rity reacted when—with the advent of European détente policy in the carly
1970s—images of the enemy began to fade and the repressive practices of the
East German regime had to be modified or even abandoned. A great deal is

now known about how the Stasi tried to take the changed context into ac-
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count in organizational and methodological terms.” The reasons why the East
German leadership failed to prevent the Peaceful Revolution of 1989 have also
been the subject of detailed investigations.” But up to now, little was known
about how the MIS viewed the consequences of the Social Democrat-Liberal
coalition’s Newue Ostpolitik in its formative phase or how the ministry reacted to
Soviet proponents of détente. The Stasi files evaluated for this article, in partic-
ular those files that originated in the HVA, provide important clues on these
questions.

After the 1975 Conference on Security and Cooperation in Europe, Mielke
gave the impression that, in line with the SED’s position, he had welcomed
détente as a policy initiated by the Soviet Union and expected it to cause trou-
ble for the “enemy” in the West, but not for the GDR.”” However, the discus-
sion between the MfS and the KGB in 1969/70, which can now be partially
reconstructed, together with the HVA papers cited in this article, reveal that
Miclke and Wolf saw Bonn’s Ostpolitik and inter-German policy as a latent
danger to the GDR and its allies, and they wished to raise this openly with the
Soviets. Indeed, Mielke’s and Wolf’s views here were remarkably similar and,
as far as we know to date, more vehement than those of the SED leadership.
Both appear to have opposed the Soviet policy on Germany reflected in the
Treaty of Moscow, but they changed course when the Soviets made their stra-
tegic decision. Miclke and Wolf reluctantly modified the image of the enemy,
promulgating the line that a rise to power by Bonn’s oppositional “right-wing
cartel” posed a greater threat to Socialist states than did the Social Democrats.

To date, it is not been possible to ascertain the extent to which Mielke act-
ed with the knowledge or even approval of the SED leadership, but it seems
implausible that he would have spoken to KGB leaders in the way he did with-
out informing Ulbricht and Honecker. This is a point that should be examined
in future analyses of the SED-CPSU’s relationship to détente policy. Previous
scholarship has presented Ulbricht’s warning to the CPSU leadership that
the GDR was not Belarus, and should not be treated as a Soviet state, as his
sharpest criticism of the Soviet Union’s German policy.”® However, the critical
questions Mielke and Wolf noted down for their discussions with Andropov
should be considered in future research. It is possible that the two intelligence
chiefs were exchanging views on Brandt’s Ospo/itik and inter-German policy
on behalf of the secretaries-general of their parties.

2. Over the course of this analysis, four distinct assessments of the Social
Democrat—Liberal coalitions Ostpolitik and inter-German policy have
emerged. The SED’s ZK working group did not see any significant changes in
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the federal government’s policy. But in order to protect the GDR’s political
interests, Ulbricht wished to determine the true extent of Brandt’s willingness
and scope to implement a new policy aimed at reducing tensions in the East-
West relationship. Meanwhile, it seems that the benefits of the West German
initiative appealed to the CPSU leadership (in other words, Andropov), which
was focused on its country’s long-term interests. Only the MfS saw the existen-
tial threat that détente posed to Socialism in the GDR, fearing that the new
policy could ultimately spell the end of the GDR. In hindsight we can see that
this was a thoroughly realistic assessment of the situation.

3. The files evaluated here shed insights into the MfS’s position within the War-
saw Pact system. It appears that the Soviets tacitly accepted the self-image of
their German interlocutors as special allies who observed the policies of the
other Socialist states and shared the weaknesses and undesirable developments
they claimed to have identified. Preparatory papers suggest that MfS represen-
tatives were self-confident and even demanding in their dealings with the KGB
and, to a certain extent, with the SED Politburo. The HVA draft of Informa-
tion Note 976/70 reveals Markus Wolf’s desire to influence party policy. This
desire was shared by Miclke, who held that the role of the MfS was not sim-
ply to “carry out” the party’s decisions; the information the former provided
should also be “reflected in the party’s policies,” he believed.”” But it seems the
HVA Information Note went too far for him, and he did not circulate it.

4. The HVA’s alarmist reports on the goals of Bonn’s Ostpolitik and the dan-
gers of “Social Democratism” provide more evidence that the attempt to use
bribery to prevent Brandt’s removal from office in April 1972, as described by
Wolf, was instigated by the Soviets rather than the MfS/SED.*® Honecker’s
more recently published comment to Ceaugescu in May 1972 that a “grotesque
situation” had arisen whereby “we had to act as the main helpers in stabilizing
the Brandt government” points to the same conclusion.”

5. Scholars now have a sounder basis for evaluating the contradictory remarks
Wolf made about Brandt in later years. On the one hand, Wolf later claimed
that, at the time, he did not see the change of government in Bonn as a “cross-
roads in postwar German politics.” Yet on the other hand, he claimed to have
stressed within the party “carly on” that Brandt was “serious” about détente and
would be “successful.”* In light of the sources analyzed here, Wolf was being
deliberately misleading. The files cited above show that Wolf and Mielke were
quick to recognize the threats posed by Brandt’s Ostpolitik and inter-German
policy, and so they attempted to prevent any understanding between Bonn and
Moscow that would be detrimental to the GDR.
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Appendix

Strategy Plan of the GDR Minister of State Security, Erich Mielke, for Negotiations with
KGB Chief Yuri Andropov in June 1970 on the Character of the Federal Republic’s
Neue Ostpolitik

Source: Archiv des Bundesbeauftragten fur die Unterlagen des Staatssicherheitsdienstes der
chemaligen DDR (BStU), Bestand MfS, Akte ZAIG s131, fols. 42-72.

3rd Copy

Strategy Plan (Theses)
For Negotiations with Leading Representatives of the USSR’s Security Organs

in June 1970'%
Greetings. Extend a warm welcome once again. Meeting is expression of the
close alliance between Soviet and German Chekists, which we will further con-

solidate and deepen.

Shared objectives in the fight against our common enemy. Need for even
closer cooperation and coordination between our brother organs, for exchange
of opinions on class struggle situation, and for political-operational work.

Take opportunity to_highlight some new phenomena and trends, as we see
them, in camp of West German imperialism and in Bonn’s actions against the

GDR and other Socialist countries.
Refer to_negotiations in November 1969 in Moscow'** and emphasize that

our assessment of the situation in West Germany and the SPD/FDP govern-
ment’s policy has been fully confirmed and proven correct.
Focus today on presenting key new MIS findings that are significant for our

political-operational work, especially regarding

e the role of the SPD leadership and the Brandt-Scheel government in

furthering imperialism (in domestic and foreign policy) and
e new aspects of Bonn’s campaign against the forces of Socialism/Com-

munism and the resulting dangers, which demand our highest political-

operational vigilance.

Confirmed: SPD leadership secks to maintain the late-capitalist system in
West Germany; moreover, it wants to make this system more effective, to repel
the influence of the progressive movement working against the system, and to

mitigate festering social conflicts.

Linked with the goal of enabling West German imperialism to deal more
successfully with Socialism as a system.
SPD party conference, May 11-14, 1969, in Saarbriicken, clearly revealed

Suckut: Problems with the “Big Brother” 101



that Social Democracy intends to create further conditions for intensifying in
West Germany the campaign against Socialist states.

Also to use Social Democratism as a means of making West German society
attractive to the outside world and to propagandize it as a “model” for Social-
ist countries.

According to the resolution of the SPD party conference, these goals are
to be included in the SPD leadership’s long-term program of action. Through

planned “reform of party organization.” entire membership of SPD (approx.
800,000) to be obliged to strengthen the state monopoly system of govern-
ment in West Germany.

Known: SPD leadership’s long-term program of action is to be translated

into concrete political guidelines for campaign against Socialism/Commu-

nism, in particular.

MIS is carefully following the SPD leadership’s intention to take a long-
term approach when planning its campaign against Socialism/Communism

and to define concrete long-term measures, but also to better adapt counter-

revolutionary machinations to current possibilities and realities.

Assessment: main objective is Social Democratization of Socialist states
and Communist partners; at present it is one of the main versions of impe-
rialist policy—and will be even more so in the future. In the long run it is in-
tended to facilitate political-ideological penetration of Socialist countries (es-
pecially the GDRY!).

Clear: at party conference, SPD leaders revealed this Social Democratic
version of a policy aimed at “overcoming the borders in Europe” and, in this
context, the goal of getting the GDR to “open up” to the West (“rapproche-
ment” with the West).

Carefully following all preparatory work for this counterrevolutionary pro-
gram, the first draft of which (with focus points and priorities) is to be pre-
sented as carly as mid-1971 and adopted at the 1972 party conference.

But also taking into account the fact that the SPD leadership and the
Brandt/Scheel government are already making great efforts to intensify the
campaign against Socialism, using new and more sophisticated means and
methods, and concealing even more skillfully their reactionary imperialist
goals.

This entails even closer coordination/cooperation with the US

e See Brandt’s US trip of April 10/11, 1970, and his meetings with Nixon,
Rogers, Kissinger, etc.'”
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Evident: notwithstanding certain differences in opinion between Washington
and Bonn and certain American misgivings on questions of tactical action
against Socialist states, clear that the two imperialist states [are in] complete
agreement in terms of objectives and intention:!%°

to make the anti-Socialist counterrevolutionary policies of the SPD/
EDP government and right-wing SED leaders even more effective as a
component of the global strategy of US imperialism.

Furthermore, agreement to coordinate activities against Socialist states even
more extensively and better.

Moreover, must be noted that Bonn’s government is positioning its anti-
Socialist policies even more firmly within the aggressive approach of the
NATO alliance and, more importantly, secks to

exploit and deploy the power of NATO states even more purposefully in
realizing the counterrevolutionary goals of West German imperialism."”

Concrete example: at NATO Council of Ministers meeting in Rome (May
26/27,1970), Scheel appealed to NATO states to give more support to Bonn’s

Ostpolitik and its aggressive aims, e.g., by NATO states [undertaking] “multi-
lateral activities” against Socialist countries.

Bonn secks a “common strategy” and coordinated measures in terms of ap-
proach, as well as closer economic and political union between the Western
European states, in order to be able to wage the campaign against Socialism in
an even more focused manner.

Likely that NATO as a whole—despite certain misgivings on the part of
some states—will follow Bonn’s line, so it is to be expected that Western coun-

terrevolutionary activities [will pose] even higher degree of danger.

Agreement from NATO, in particular, on the three_focal points of Bonn’s

reactionary Ostpolitik that can be identified at present:

e activities against the Soviet Union,
e activities against the Polish PR,

e activities against the GDR.
These all pursue the objective (even if this is not always openly expressed)

of changing the status quo in Europe.
Leading SPD functionaries, including Federal Minister of Justice Jahn,

have stated that it must be recognized
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“that the status quo in Europe cannot be allowed to continue. People

saying here and there to leave everything as it is today is no alternative.”

Brandt has said that the status quo must be “modified.”

As a prerequisite for the desired change in the status quo in Europe (as a
short-term objective, so to speak), the Brandt/Scheel government endeavors,
using the most diverse means and methods,

e to make borders in Europe permeable (Brandt),

e to change the nature of borders in Europe and make them irrelevant
(Schmidt),*®

e to raze borders in Furope (Brandt).

This corresponds exactly with the CDU/CSU'’s objective, which—according

to Barzel'—is

to achieve “freedom of movement of ideas and information, of opinions

and people”

Full attention should be paid to the announcement of the SPD leadership
and the SPD/FDP government

to further intensify ideological campaign against Socialist states and
Communist parties in order to create conditions for achieving political

goals.

Must pay particular attention to the fact that, most importantly, Social
Democratism—as an “intellectual-political movement” (Brandt)—is to be
used in a much stronger and more focused manner for pro-imperialist policies
toward the outside world:

for the political-ideological weakening and disintegration of Socialist

states as well as the division of the Socialist community of nations and
the international Communist movement.

Our information confirms that SPD leaders are planning new Social-
Democratist ideological attacks and offensives on a broad front against So-
cialist states and Communist parties, in particular against the GDR and our
Marxist-Leninist party.

Objective of SPD leaders: to provide West German imperialism with new
scope for expansionist foreign policy activities in the context of intensified
class conflict.
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West German imperialists believe that Socialism can be fought not just

with the conservatism of the CDU/CSU, but also, and primarily, with the So-

cial Democratism of SPD leaders. Have directly allied themselves with Social

Democratism.

The following is becoming apparent: to a far greater extent than before, the
plan is to take Social Democratism and other opportunist, bourgeois, anti-
Socialist ideologies into Socialist countries and Communist parties. These
activities will be one of the main types of imperialist-reactionary policy, even
more so than in the past.

Not forgetting the fact that at the party conference in Saarbriicken, West
German SP leaders™ acted as the leaders of Western Social Democracy as a

whole with regard to the ideological battle against Socialism/Communism.
They are endeavoring to involve all Western right-wing Socialist, Social Dem-
ocratic parties more heavily in this battle and to harness their power and
potential.

Imperative that greater dangers are seen! Remember: Social Democracy is
the governing party in the FRG and other Western countries! Possesses state
resources and opportunities for intensified political-ideological diversion! Can
harness power of the state monopoly system more than before!—Recognize
too that West German Social Democracy emanates particular danger.

Has become known that, as stated at party conference, SPD is preparing
new activities to establish, expand, and exploit “practical and intellectu-

al contacts with Social Democratism throughout the world”

for reactionary political-ideological influence.

But this also means: more contacts with revisionist and opportunist forces
of all kinds in certain Socialist countries and Communist parties!

Thus [there is an] obvious intention to activate with the help of and on the
basis of Social Democratism

all right-wing opportunist, Social Democratic, and revisionist forces di-
rected against Socialism/Communism.

Brandt, Wehner, and others stressed (internally)
must be made an “epidemic” in the Communist movement, and that it must

be ensured that Social Democratism is also established within the Communist

W that Social Democratism

camp.
The function of contacts, it is said (internally), is to win Communists over

to the cause of “defeating Communism.”
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SPD wants to exploit revisionist elements in Socialist countries to this end.
It relies heavily on, among others, those groups (e.g., in the CSSR, but also in
other Socialist countries), which believe

that all revisionists should unite more closely in order to be able to
launch attacks against Socialist social order not just in one country but

in several countries at the same time (Snejdarek," Hajek,"™ and others).

Revisionists in the CSSR are—we have internal information—keen to hold

their positions, to “hibernate;” to prepare for new attacks, but also to

maintain contacts with revisionist elements in other Socialist countries

in order to prepare joint action ideologically and organizationally.

In our view, this presents the major op[erational] task of penetrating these
groups, uncovering their plans and connections, and using appropriate politi-
cal and operational means to prevent them from having an effect.

Also betting on the existence and effectiveness of revisionist forces in the
USSR, on links to anti-Socialist phenomena, ideas, developments in the
USSR, but also in Poland and Hungary."*

According to internal statements, by intensifying attacks against the USSR

(Brzezinski)," imperialists are pursuing their plan

e to weaken the strongest Socialist power
e to thereby establish conditions for “crises” in other Socialist countries,
and

e to prevent joint counteractions by Socialist countries against revisionist

attacks.'¢

SPD is completely in line with this. Seeks to achieve this imperialist objective
by stepping up activities!

Our assessment: Social Democratism provides revisionism with key com-
ponents of its counterrevolutionary program.

Lenin’s insights into the close relationship, indeed identity of Social De-
mocratism, right-wing opportunism, and revisionism are becoming even more

relevant today!

Never underestimate the growing danger of Social Democratism and
revisionism!

Operationally important in this context: all SPD guidelines for contacts in
the East are to be reviewed and adapted to political conditions and require-
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ments. (Increased contact activity aimed at intensifying political-ideological
diversion is being pursued.)

Particularly important to note that in Socialist countries, SPD leadership
and the federal government are skillfully

exploiting existing illusions about Brandt’s role and policies, as well as

misjudgments,

in order to penetrate politically and ideologically."”

This is combined with heightened demagoguery on the part of Bonn in or-
der to more cleverly disguise its reactionary goals."® (Phrases about peace and

understanding, to a certain extent some concessions, certain compromises by

Bonn to create better conditions for realizing its fundamental reactionary po-
litical doctrine).

(Please see attached material “Details from Internal Information from the
West’s Area of Operations about Certain Events in Socialist Countries.”)"?

In connection with the assessment of hostile activity against the Socialist
camp and the situation in individual Socialist countries, it would be important
to ask about the CSS’s™ experience in implementing the decisions on work
in individual countries made during the chairman’s last visit to Berlin."” This

concerns countries such as the PR of China, Yugoslavia, and Romania as well
as the other Warsaw Pact member states.
In this context, it would also be important and interesting to hear the chair-

man’s ideas on preparing for the meeting of the intelligence organs.™”

Our fundamental assessment: no departure by the SPD/FDP government

from basic positions in the policy of West German imperialism and the previ-
ous governments under Adenauer, Erhard, and Kiesinger! (Brandt: “continui-

ty”; no abandonment of principles and goals)
Even CDU/CSU have stated: differences of opinion with SPD essential-
lv only on questions of tactical action against Socialist countries, especially

GDR."

All the more alarming when [there are] illusions even in leading circles
124

within Socialist countries (PR Poland, Hungarian PR).
Western press making such exaggerated speculations also with regard to the
USSR’s attitude.”
Question: Is Brandt’s peace and détente demagogy being accurately judged
in the USSR?

Is there always proper recognition that Brandt’s so-called détente policy
is primarily calculated to give West German imperialism greater scope
in its foreign policy for enforcing its anti-Socialist political doctrine?'*
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(Example: according to AFP” Comrade Gromyko said in Paris that the
Brandt/Scheel government is more realistic; that its attitude shows that it rec-
ognizes the realities, in particular borders; that this will make progress possi-
ble, etc.)

Speculation about the USSR’ attitude to Bonn has increased immeasur-
ably recently, especially in connection with West German-Soviet talks on a re-
nunciation of force treaty.

We have obtained Bonn’s draft of an (internal) WG [West Germany]-

USSR renunciation of force agreement in which essential demands of Warsaw

Pact states have been ignored. This is evident too in official statements made
by leading representatives of the Bonn government. This draft is to provide the
basis for Bonn’s subsequent discussions (negotiations) with the USSR.

In particular, it lacks willingness to recognize the status quo in Europe,

especially

e to recognize the borders under international law,
e to recognize the GDR under international law.

According to the “General Treaty,

Bonn’s reactionary objective—
incorporation of the GDR into the imperialist West—is also to be main-
tained; the policy of annexing West Berlin is to be continued.

What worth does such a renunciation of force agreement have if West Ger-

man imperialism evades key questions and, most importantly, fails to recog-
nize the permanence of the postwar borders and the realities based on these?

Bonn not prepared to recognize borders!

Only talks about “respecting [borders],” etc. Can hardly be seen as a bind-
ing guarantee under international law!

Bonn claims that the USSR would be prepared to accept Bonn’s thesis of
“the right of self-determination.”

Absolutely clear: when Bonn talks about “self-determination,” what it al-
ways means is the restoration of the power of monopoly capitalism in the
GDR. In West Germany, this slogan is used as a euphemism for a policy of
hostility against GDR and revenge!

Moreover, Bonn claims the USSR would be prepared to accept Bonn’s
option of “German reunification” (“German unity and freedom in free self-
determination”). Similarly, this thesis serves only to mask the objective of an-
nexing the GDR.

We note in particular Bahr’s statement of June s, 1970, that the signing of a
West German-Soviet renunciation of force treaty does not involve a recogni-

tion of the GDR (1)
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In the aforementioned Bonn draft of renunciation of force agreement, this
cardinal question of European security—the recognition of the GDR under
international law—is also deliberately evaded!

Bonn is creating the impression that on this basis, the USSR is willing to
begin official negotiations on renunciation of force treaty soon (Scheel to
Moscow, early July).

Question: What is the USSR attitude to these issues? Does it recognize
Bonn’s intentions and how does it intend to thwart them?

Internally, Bonn’s intention to create key conditions for establishing and ex-

panding contacts with other European Socialist states by optically improving
relations with the USSR has been repeatedly made known.™*

Bonn wants to “reduce mistrust,” “create trust” in order to induce other So-
cialist countries to engage more with Bonn [!].

Brandt on June 2, 1970: with the West German-Soviet renunciation of
force treaty, Bonn will “put a crack in the wall of mistrust between East and

West,” and this will have a positive impact on Bonn’s relationship with other
Warsaw Pact member states.

Improved relations with the USSR will also improve West Germany’s po-
sition in other Socialist states and benefit Ostpolitik as a whole [according to

Brandt]. This is of utmost importance for establishing a network of the closest
possible bilateral relations between Western and Eastern countries.

Known internally that Brandt personally attaches great importance to en-
gagement with the USSR for the successful continuation of his “Ostpolitik”
against Socialist states.™

In this context, interesting to know justification and aim of discussions
about “East-West relations” with such specialists in softening up [the Social-
ist camp] as [Carl-Friedrich] Freiherr von Weizsicker, Berthold Beitz, Giinter
Grass, and the journalists Ridiger Altmann, Countess Donhoff, Eugen
Kogon, and Rudolf Augstein, held on June 15, 1970 in Moscow and June 16 in
Leningrad. (“Bergedorf Discussion Group”).*2

What outcome is hoped for when a major trade union delegation travels
to West Germany (May 25—June 2, 1970) to discuss “cooperation” with DGB
and has ostentatious photographs taken with President Heinemann (see pho-
tos from the Western press)?'>>

On what political judgments does the USSR base these measures?

What ideas are there about the reactions among other Socialist countries
(political, psychological aspects, optics, wide publicity)?

What position should be taken on this?

Do they think, for example, they can induce the DGB, which is entirely un-
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der the influence of the right-wing SPD leadership, to fight against the SPD/
FDP government? (while they pose beside Heinemann in the same photo?)

We bear in mind: SPD leadership and SPD/FDP government seek to ex-
ploit all possibilities to take differentiated action against Socialist states with
the aim of playing them off against cach other, dividing them, and driving
wedge between them, including between USSR and GDR (!)

Example: Bonn believes by signing a West German-Soviet renunciation of
force treaty, GDR will be forced to submit to Bonn’s demands regarding the

relationship between the two German states. (In Bonn’s view, West German-

Polish engagement would have a similar effect.)
Clear: with such activities, Bonn aims to put GDR under pressure.

Internally, it has been clearly stated: since “direct overpowering” of GDR
not possible, “policies on the periphery” (Ostpolitik) are to create better condi-
tions for intensified campaign against the GDR.

Also internally: Franke said that the quickest possible progress in talks
with Moscow and Warsaw will isolate GDR in its own camp. Scheel: GDR is

being driven into a corner.

Our assessment on basis of our information: Bonn’s demagogic “détente ac-
tivities” are intended to expand West Germany’s room for maneuver in its for-
eign policy toward Socialist states with the aim of

e undermining the unity and cohesion of the Socialist states,

e destroying Socialist countries’ solidarity with the fundamental attitude
and policy of the GDR toward West German imperialists,

o isolating the GDR from its allies

(The GDR is to be presented with ever-new difficulties in its own camp.)

That is why Bonn has also expressed its intention to maintain contacts and
hold talks not only with the USSR and the Polish PR, but soon also with the
CSSR and the Hungarian PR.

Another point that is of critical importance from a political-operational
point of view: the government of Bonn will heavily augment its so-called
Ostforschung [Eastern research] in order to find even more concrete
starting points for political influence in European Socialist states, for
counterrevolutionary action.

Method: analysis of political and other processes in Socialist states, devel-
opments and certain difficulties, constellation of political forces, activities of
negative elements, etc.
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So-called Ostforschung will be expanded and centralized.

To be expected: greater involvement of Ostforschung institutes in govern-
ment decision-making; more government-commissioned research, including
short-term analyses and expert opinions; greater concealment of [the research
institutes’] actual function by emphasizing the putatively scientific nature of
their activity; more exploitation for reactionary contact activities; greater in-
volvement of so-called Ostforschung in intelligence activities, exploitation for

secret service purposes!

Meanwhile, closer cooperation between West German Ostforschung insti-
tutes and similar institutes in NATO countries, especially the US.

So-called GDR research a major component of “Ostforschung” as whole.
Objective: to support government decision-making when planning and ex-
ecuting its campaign against GDR; to explore new means and methods for
campaign; to influence development in GDR through targeted contacts, etc.

Stronger coordination of so-called GDR research by Ministry for “Inter-
German Relations.”

Socialist security organs must pay more attention to these efforts by so-
called Ostforschung and GDR research. Investigate plans and measures, pre-
vent activities in Socialist countries! (taking into account collaboration be-
tween Ostforschung institutes with Western intelligence services).

In this context, not uninteresting to know that, for example, the BND and
other Western intelligence services—and, as has become known, even the
Danish intelligence service—are very interested in events involving leaders of
the Polish PR—for example, which political forces support Moczar,”> what
political position he currently holds.

MIS always sees the Brandt/Scheel government’s political plans and in-

tentions toward the GDR in the context of its overall counterrevolutionary

stance against Socialist community of nations.
In so doing, we pay very close attention to the new means and methods
used to enforce this fundamental political position, specifically against GDR.
Bonn’s strategic objective vis-a-vis the GDR is, by refusing to recognize the
status quo, to create conditions for

o weakening, subverting, and undermining,
e annexing the GDR, incorporating into imp/[erialist] system,

o destroying Socialism.

That is why the SPD/FDP government—as the Stoph-Brandt meetings in Er-
furt and Kassel ™ also demonstrated—rejects relations with the GDR that are
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valid under international law, recognition of the GDR and its borders under
international law (like the CDU/CSU governments before it).

By refusing to recognize the GDR and its borders under international law,
the SPD/FDP government also wants to be free to undertake all manner of
aggressive counterrevolutionary acts against the GDR, its assumption being

that it will not be held responsible as an aggressor under international law.

Bonn expects its declarations about so-called special inter-German rela-
tions, so-called all-German relations, etc.—as Brandt’s appearance in Erfurt
and Kassel showed—to be accepted by GDR.—Unacceptable for the GDR!
In so doing, Brandt wanted to circumvent recognition under international
law. Internally: Helmut Schmidet stressed that if the GDR were recognized un-
der international law, the political foundations on which the Bundeswehr is
built would be threatened (!)

Brandt/Scheel government continues—demagogic declarations do not
change this—pernicious course of Adenauer, Erhard, Kiesinger, and Strauf.

In contrast, GDR is in favor of relationship of peaceful coexistence be-
tween two German states. But this requires consistent application of interna-
tional law.

Brandt’s efforts to foreground secondary and subordinate issues were mani-
festations of an attempt to avoid resolving the main question.

20 points by Brandt in Kassel:"*” destructive position; are rejection of inter-
national law, expression of Bonn’s presumption of sole representation.

Several of these 20 points demand—in a skillfully disguised form—the
GDRs capitulation and subordination (blackmail).

In addition, they aimed to throw dust in the whole world’s eyes, c.g., by
using “peace” and “understanding” phrases and even through demagogic use
of the political terminology of the GDR (example: war must never again orig-
inate from German soil).

In addition, we in the GDR have been paying very careful attention to
statements by Brandt and Scheel that the previous principles of Bonn’s reac-
tionary “inter-German policy” will be adhered to, that a “German reunifica-
tion” will not be achieved in the foreseeable future, but that everything will be
done to “mitigate the division.”

What is behind this?

Our information suggests that with this statement and similar “offers” of
so-called humanitarian relief, Brandt and Scheel want to bring the people of
the GDR into opposition to the party and state leadership. Increased agita-

tion against the SED and GDR government; more intense appeals to people’s
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feelings in order to trigger emotional effects; attempts to induce politically un-
stable groups within the GDR to take hostile action and to activate negative
clements.

“Mitigation of division” is nothing but a slogan used by advocates of
political-ideological diversion against the GDR. As is the slogan “preserving
the unity of the nation” (It was not the GDR that destroyed the unity of the
nation, but the West German imperialists and Western powers. As unity of the

nation does not exist, it cannot be preserved.)

Key issue is establishing regulated peaceful coexistence between the GDR
and West Germany on the basis of their equal rights under international law
and mutual recognition under international law (GDR's draft treaty).”®

This is our clear position in the interest of security and peace in Europe, the
security of the Socialist state of the German nation against Bonn’s aggressive
policy.

Another aspect that we in the GDR must pay particular attention to in this
context:

At the SPD party conference, Brandt stated that Bonn’s goal

is that by the end of the 1970s, “the barriers separating the German peo-
ple will at least be made smaller.”

Abhlers™ emphasized that it is a matter of “making the inter-German border
more permeable.” (So fixed deadline [!] for Bonn’s short-term goal, this stage
of the campaign against GDRY!).

Purpose of these Bonn activities [is] political-ideological penetration of the

GDR
directed first and foremost at the foundations of the Socialist social order.

Brandt has often propagandized his goal of “transforming” the system in the
GDR.

Internally, experts in softening up talk about their goal of “moderating the
Communist system,” changing the domestic situation in the GDR, etc. In oth-
er words, disintegration and weakening of Socialism!

Brandt has stated that GDR citizens must be given the right “to organize
themselves differently than they can today.”

GDR consistently opposes these plans, intentions, and machinations of the
SPD/FDP government. We confront them with our policy of all-round rein-
forcement and consolidation of the GDR and peaceful coexistence of the two
German states based on international law.

This policy aims to prevent West German imperialism and its organs from

Suckut: Problems with the “Big Brother” 13



executing hostile policies and to resolutely repel this counterrevolutionary
course of action.

GDR seeks establishment of firm guarantees under international law for
peace in Europe, for security of GDR. Necessary, because—in addition to
SPD/FDP government’s attempts to deploy new means and methods to weak-
en GDR and to eliminate Socialism—at the same time there is evident in West
Germany

a powerful wave of open revanchism and aggressive intentions directed
against the GDR, which

were ignited by CDU/CSU, revanchist organizations, and NPD."

Extremely reactionary forces in West Germany which do not agree with
SPD/FDP government in questions of tactical action against GDR and other
Socialist states, demanding a harder course, intensification of campaign, more
provocative stance. Their behavior also presents huge danger! (Especially in
terms of provocative actions against GDR)™!

Presence of this strong right-wing bloc consisting of the most reactionary

forces in West Germany underlines need to force Bonn government to make

binding agreements under international law in the interest of security, i.c., also
to force German imperialism to recognize its defeat in World War IL (Still try-
ing to win war after the event!)

SPD party conference proclaimed slogan which also suggests major ac-

«

celeration of campaign against Socialist states: “Change also through trade”
(Schiller).1

Evident that Bonn’s intention [is] to exploit West Germany’s considerable
economic potential in an even more focused and targeted manner for foreign
policy ends, especially Ostpolitik, i.c., to achieve its political goals with regard
to Socialist states by making greater use of economic and trade policies.

Schiller: the aim is to support and safeguard the objectives of Bonn’s for-
eign policy by economic means. Above all, it is important to

better translate economic power into political action.
SPD party conference announced intensive efforts by Bonn to further
e cconomic rapprochement between Socialist states and the West,

e cconomic cooperation between Socialist states and West Germany,

o increased penetration of Socialist states by means of loans. (Concrete
analyses by Bonn to find starting points for further action in this area.)
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Slogans: “global economic integration,” “inclusion of Eastern countries in in-
ternational division of labor,” “convergence.”
This aims to prepare the ground for'*

o disruption of Socialist integration within the CMEA*
o dissolution of economic and political ties between Socialist states,

e disruption of the unity and cohesion of the Socialist community of
nations,

o fostering of new dependency of Socialist countries on the West,
e political-ideological penetration of Socialist countries,

e creation of new opportunities for hostile actions.

[What follow are MfS comments on another agenda item: “On Some Prob-
lems Arising in Cooperation with the Protection and Security Organs of Na-
tion States in the Arab and African Regions.”]
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103. Date entered by hand. Another handwritten entry in the top margin of the page:
Reg. # 47/70.

104. The first meeting of MfS and KGB chiefs after the change of government in Bonn.

105. Handwritten vertical mark in the left margin of this paragraph.

106. Passage appears at the bottom of the fourth page of the manuscript, with “pto”
(please turn over) written by hand in the right margin.

107. Indented passage marked with a handwritten cross in the left margin.

108. The Federal Minister for Defense, Helmut Schmidt (SPD).

109. Rainer Barzel was the chairman of the CDU/CSU’s Bundestag caucus.

110. During the years of the grand coalition in Bonn (1966-69), the SED provocative-
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114. Paragraph marked by hand on the left-hand side and highlighted with a large ex-
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paragraph.

115. Zbigniew Kazimierz Brzezinski, Polish-born American political scientist, adviser to
Presidents Kennedy and Johnson.

116. Paragraph marked by hand on the left-hand side and highlighted with a large excla-
mation mark. “USSR” underlined again by hand.
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117. Paragraph marked with a handwritten cross on the left. On the right, at the bottom
of p. 12 of the manuscript, there is the handwritten note “pto” (please turn over).

118. Sentence marked with a handwritten cross on the right edge of the page.

119. Sentence marked with a handwritten cross on the right edge of the page with the
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margin.
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9,1970, 790-91L.
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131. Paragraph marked by hand on the left-hand side.
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134. Minister of Inter-German Relations, Egon Franke (SPD).
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rival of Wladystaw Gomutka in the Polish United Workers Party. However, after the latter
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1970.
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55455

138. On December 18,1969, Ulbricht submitted the draft of a treaty on the “Establishment
of Equal Relations between the German Democratic Republic and the Federal Republic
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innerdeutsche Bezichungen, Texte zur Deutschlandpolitik, vol. 4 (Bonn: Deutscher Bundes-
Verlag, 1970), 144—47. This and the following paragraph marked by hand on the left-hand
side.

139. Conrad Ahlers was the federal government’s press spokesperson.
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140. The following handwritten entry, underlined twice, appears in the left margin be-
fore this line: “Right-wing cartel”

141. Two handwritten marks appear in the left margin beside the last two lines.

142. Federal Minister of Economic Affairs, Karl Schiller (SPD).

143. A handwritten cross appears beside the first four of the following bullet points.

144. Council for Mutual Economic Assistance.
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Relationships, Suspicion, and Secrecy
in Germany’s Early Cold War Secret
Service Agencies

KRISTIE MACRAKIS

The three articles above—Thomas Wolf on the origins of the BND (West German intelligence),
Siegfried Suckut on the Stasi’s reaction to Willy Brandt’s Oszpolitik, and Riidiger Bergien on
Siemens and the Stasi—have two things in common: they promise new perspectives on their
topics using freshly uncovered archival material and they focus on secret service agencies on
both sides of divided Germany during the early Cold War. Though seemingly disparate, themes
emerge in these articles upon closer analysis that tie them together: relationships/influence,
suspicion, and secrecy. I will analyze each article separately before turning to the more general

common themes.

The Origins of the BND

It has long been known that the West German Intelligence Service, the
Bundesnachrichtendienst (BND), was founded with the help of, and eventual-
ly run by, General Reinhard Gehlen, in concert with US intelligence. Gehlen,
who was the German army’s intelligence chief for the Eastern Front during
World War II, had already developed a new intelligence network in 1946;
when the Gehlen Organization was transformed into the larger BND in 1956,
he headed that agency from 1956 to 1968. But the extent of Gehlen’s and the
United States’ employment of former Nazis and former war criminals was not
publicly revealed until 2005, when a secret CIA history of their relationship
with the BND was declassified and made available to the public—Kevin Ruff-
ner’s Forging an Intelligence Partnership—along with a treasure trove of declas-
sified material for public use.!

Incontrovertible evidence that US intelligence collaborated with Nazis
only saw the light of day thanks to the declassification of millions of US gov-
ernment records in response to the 1998 Nazi War Crimes Disclosure Act. This



act allowed historians to view CIA operational documents that would other-
wise be exempt from Freedom of Information Act (FOIA) requests, since they
reveal the agency’s sources and methods. For many years thereafter, German
historians looked with envy at US colleagues who could use these declassified
files to uncover secret histories. The BND had no declassification program,
and most books or articles on the topic were written by journalists based on
interviews or leaked information. This situation changed in 2011 with the cre-
ation of the Independent Historians’ Commission for the Investigation of the
History of the Federal Intelligence Service.? This commission in turn had its
roots in other commissions created to investigate the role of the Nazis in other
institutions in the Federal Republic of Germany. Thirteen volumes on BND
history were published from 2016 to 2021, including one by Thomas Wolf on
the agency’s origins—the basis for his article in the present volume.?

Wolf presents the story of the relationship between Reinhard Gehlen and
US intelligence as conveyed by the German archives. Although Gehlen has of-
ten been seen as the father of the BND, Wolf argues that it was really former
Abwehr officer Hermann Baun who laid the foundation during the first few
years after World War II. But Baun did not last long at the postwar intelligence
agency. He was dismissed in 1949 for embezzlement and died of cancer in 1951.
Gehlen, writes Wolf, developed his own BND narrative and reported in pub-
lic about the creation of his service. Wolf does not cite specific passages from
Gehlen’s alleged self-promotion to substantiate these claims, but it is certain-
ly true that Gehlen is usually credited with founding the BND’s predecessor,
the Gehlen Organization. Wolf is not specifically concerned with the issue of
National Socialists and the origins of the BND, as was the case in the United
States. He is interested in the administrative founding of the Gehlen Organi-
zation, its process and myths.

Unlike the case of the BND, where historical files were not opened until
2011, the files of the East German Ministry for State Security (MfS) became
available soon after the fall of the Berlin Wall in 1989. Since then, historians
and journalists have focused mainly on documenting the internal machina-
tions of the Stasi, devoting less attention to its foreign intelligence arm, the
Hauptverwaltung Aufklirung (HVA, the equivalent of the BND). The two
articles under review explore two very different aspects of the Stasi’s work.
Siegfried Suckut, who was head of the Education and Research Division of the
Stasi archives from 1997 to 200s, presents a policy piece exploring the Stasi’s
surprising reaction to Willy Brandt’s new Ostpolitik in 1969. Riidiger Bergien,
currently a professor at the Federal University for Public Administration in
Berlin, details how the Stasi bought data-processing equipment from the West
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German firm Siemens, using a cover civilian institution to disguise the secret

service nature of the sale and cooperation.

The Stasi and Ostpolitik

In his memoirs, Markus Wolf, the former spy chief of the HVA, lamented
the fact that Willy Brandt was forced to resign as a result of the uncovering
of one of his most famous agents—Giinter Guillaume—who worked as
an aide to Brandt. He claims he thought Brandt held real promise for East
Germany.* Therefore, the results of the Suckut article and the appended Stasi
document are very surprising. The document outlines the Stasi’s suspicion of
Ostpolitik and catalogs a list of anxieties about how the West actually planned
to eliminate East Germany rather than easing tensions with the East, as official
Ostpolitik proclaimed. Suckut also shows how the Soviet Committee for State
Security (KGB) convinced East Germany and Wolf to believe in Ostpolitik
and to trust the process. Until that time, Mielke and Wolf were old-fashioned
German Communist Party hard-liners who believed that social democracy was
dangerous for East Germany.

Suckut’s analysis is detailed and contextualizes the explosive document
from 1970 in which the MfS displays deep suspicion of the West. The
document makes statements using the anti-West rhetoric so prevalent in the
East German documents in party or Stasi archives: The West Germans were
allegedly “imperialists” who wanted to “penetrate” Eastern Bloc countries
including East Germany and the Soviet Union in a “campaign against
Socialists.” West Germany’s real objective was to incorporate the GDR into
the imperialist camp and annex West Berlin. The MfS document is filled with
exclamation points and emotional phrases. West Germany was seen as allied to
NATO and the US, an “arch-imperialist” country. Finally, the West German
research institutes that undertook Ostforschung were said to be designed to
infiltrate and spy on the East. Although it is not mentioned in the article, the
East also beefed up its spying against the West during this supposed period of
easing tensions.

Siemens and the Stasi

In his contribution on the West German company Siemens’s sale of data-
processing computers to East Germany in 1970, Rudiger Bergien makes no ref-
erence to Ostpolitik. Did the prior easing of political tensions mean that there
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was also a lowering of barriers in selling Western technology to the East? This
would help explain the timing of the transaction, but perhaps it is not made
explicit in any files the author examined. Certainly there were other thaws and
freezes during the Cold War that affected how stringently the embargo rules of
CoCom, the Coordinating Committee for Multilateral Export Controls, were
enforced. When Ronald Reagan was president of the United States, for exam-
ple, he reinforced the embargo rules and added more restrictions on the sale of
Western technology to the East.® As a result, it became increasingly difficult for
the East to break the embargo.

Other scholars had already documented the fact that East German intel-
ligence acquired Siemens data-processing and computer technology. In 1998,
when staff members of the Stasi archives decoded a data set created by Siemens
computers known as SIRA (System der Informationsrecherche der HVA, the
HVA’s System for Information Research), it made headline news.® But until
now, no one had delved into the files of the internal data-processing unit re-
sponsible for the big sale described in Bergien’s article.

Although Bergien refers to the CoCom embargo banning certain Western
technology sales to the East, he might have offered further context to his
remarkable story by taking note of other cases of illegal technology transfer
of IBM and Siemens computer and data-processing technology to the East.
For unlike the case of the #//egal computer technology transfer conducted by
the HVA’s Sector for Science and Technology, the sale of the Siemens 4004
machine to the civilian institute was quasi-legal. Bergien documents a trip
Siemens officials took to Washington, DC, to get approval from the CoCom
board for the sale to the East. It was a kind of embargo limbo—CoCom
neither rejected nor approved the request. By December 1969, the Nixon
government had banned selling machines with a high level of processing
power, but the Siemens machine slipped through the cracks.

Bergien does, nevertheless, add an interesting new dimension to this
technology transfer by exploring how the Stasi incorporated data processing
into its own internal operations as early as 1970. The need for electronic
data processing arose from the voluminous number of West Germans who
traveled to the East and the desire to document the horde of people at the
border. Readers old enough to remember the Friedrichstrafle border crossing
may recall that the young border control agents seemed to be looking up and
registering every border crosser in a desktop computer. Bergien uses Stasi files
from the internal Division XIII for electronic data processing to uncover the
story in detail. The Siemens archive had no record of its cooperation with
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East Germany, according to Bergien, despite the 1970 sale of three 4004
Siemens machines to the East Berlin Central Institute of Information and
Documentation (a cover name for the Stasi’s Division XIII).

The deal was organized by Horst Schuster. Schuster, in turn, worked for
the foreign trade firm Interver, which was part of the Alexander Schalck-
Golodkowski imperium known as “KoKo”—the commercial coordination
section of the Foreign Trade Ministry.® Schuster later defected to the West and
it seems that West German foreign intelligence learned of the deal by 1983. The
accomplished Dieter Altdorfer, whom the Stasi dubbed a “bourgeois” scientist,
took the lead in the relationship and made frequent trips to West Germany to
facilitate cooperation and to learn how the machine operated. The Stasi files
also document numerous visits by Siemens personnel to the East to service the
equipment. The relationship between Siemens and undercover Stasi personnel
and scientists was well-oiled by meals and recreational programs in the Alps
when GDR personnel visited Munich for training.

Relationships, Suspicion, and Secrecy

The English poet John Donne famously said that “no man is an island”—that
people, like countries, rely on interconnections and contacts to thrive. The
same could be said of intelligence agencies. The articles illustrate this adage
in a variety of ways. In the case of the West German intelligence agency, its
formation relied on Reinhard Gehlen’s relationship with the United States.
While Gehlen and his predecessor shaped the founding of the forerunner to
the BND, so too did the United States. In fact, the United States was a strong
influence on the BND until the fall of the Berlin Wall, when the BND told the
Americans to “get out.”” Similarly, the Stasi was dependent on the Soviet Union
and West Germany. While the Soviet Union is usually credited with founding
the Stasi in its own image, the Suckut piece shows how the KGB influenced
the Stasi’s thinking on Ostpolitik. While Ostpolitik has often been seen as a
lessening of tensions with the East and should have been something positive
for East Germany, there was a great deal of suspicion that West Germany was,
in fact, using the new pathways of détente to spy on the East and to prepare its
dissolution and annexation. Last, with the advent of a highly technologized
society dependent on computers and data processing, the East coveted
Western technology to incorporate into its own infrastructure, both civilian
and at state agencies. West Germany was the main secret partner. But with the
trade embargo, the Stasi could not easily buy Western technology. Therefore,
it disguised itself as a civilian institution. Siemens also hid its technology sale.

128 GYCH - VOL. 6



Suspicion is explicit in the Suckut piece about Ostpolitik, but implicit in
the Wolf and Bergien articles. Trust is hard to come by in the intelligence
world, even though the participants often try to build trusting relationships—
as seen in the case of Siemens’s interaction with the Stasi. It was, after all, a
surreptitious sale using a civilian agency as a front for the Stasi institute for
data processing. With all the hobnobbing in the West and sending of repair
personnel to the East, Siemens must have known who it was dealing with. As
to the BND, it is hard to trust former Nazis, and with good reason; they often
peddled a large amount of false information to the CIA and BND alike. In
the end, the BND was also riddled with Soviet/KGB penetration agents most
notably Heinz Felfe.”

It may seem obvious that secrecy is the backbone of secret service agencies.
But as Thomas Wolf shows, at first Gehlen appeared to be very open about his
activities while he publicly discussed his role. Yet this apparent openness ob-
scures the real secrets the organization had to hide. Not only did it cover up its
relationship with former Nazis, but the BND never officially disclosed secrets
or introduced a declassification program until the early twenty-first century.

As mentioned, all these articles reveal new secrets uncovered by archival
research. This was not meant to be. The Stasi never imagined its files would
see the light of day, and neither did the BND. Of the two, the Stasi was
particularly good at keeping secrets. While its attempts to acquire Western
technology during the Cold War were slowly revealed through defectors like
Werner Stiller in 1979 and Horst Schuster in 1983, the extent of the theft of
Western technology was a great surprise to Western intelligence after the fall
of the Berlin Wall." Western companies had no qualms about doing business
with the East. Profits know no morals. The question was how to do it without
getting caught. The Bergien piece on the Siemens sale of data-processing
technology to the East adds a new dimension to the secret story of technology
transfer by focusing on how the Stasi used this data-processing technology
in its operations and for processing all the data it collected, whether at
border crossings or internally. The popular image of the miles of files in sacks
showcased how the old-fashioned way of collecting data on index cards helped
keep the Stasi’s technological secrets.

Finally, the cloak of secrecy that spy agencies covet has often hidden the real
history of events. By uncovering previously secret stories, all the authors add a
new dimension to the historical record. This is particularly the case with the
Suckut piece on the Stasi’s view of Ostpolitik, an important milestone during
the Cold War. Although the BND and Siemens/Stasi stories are arguably

smaller events than the larger policy world of Ostpolitik, uncovering previous
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secrets can contribute to bigger stories, such as the founding of the West
German intelligence agency and technology transfer from the West to the
East. In the longue durée of history, these interactions and struggles between
East and West Germany sometimes seem like a civil war. But, of course, with
the strong push and pull of powerful ideologies and superpower countries
holding sway, they also show the way in which smaller countries are hostage to
larger ones. Since East and West Germany were split along the lines of the two
great superpowers—the US market democracy vs. the Soviet Union’s planned
communist economy—they were also a microcosm of the larger struggle

between the ideologies, with one difference: they were both German.
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“Keep It under Wraps”

The Arms Deals of the Austrian State Industry
and the Noricum Scandal

THOMAS RIEGLER

The so-called Noricum scandal deeply unsettled the political system of the Austrian Second
Republic between 1985 and 1993. So far, this case has not been the subject of historical
research with the exception of journalistic or political science accounts. The affair was caused
by illegal arms deals with Iran and Iraq, at a time when these countries were fighting against
one another in the Iran-Iraq War (1980-88). The arms shipments were conducted by the
Noricum Maschinenbau und Handel Gesellschaft m.b.H, a subsidiary firm of the Vereinigte
Osterreichische Eisen- und Stahlwerke-Alpine Montan AG (VOEST-Alpine AG), the
heavyweight of Austrian nationalized industries. The sales encompassed 353 long-range
howitzers (GHN-45), ammunition, and supplies. The deals constituted a clear violation of
Austrian arms export laws, which forbade the sale of arms to belligerent states. After the affair
gradually became public, political and criminal responsibility was clarified during several trials.
This contribution explores the subject in regard to the overall context of postindustrial change
in the 1970s and 1980s. The Noricum affair is interpreted as a continuation of problematic
Austrian arms exports to Latin America and the Middle East. Furthermore, the circumstances
of Austrian neutrality and the arms exports laws are highlighted, as well as the political-judicial

consequences.

The Scandal and the Second Republic

Between 1985 and 1992 the Noricum scandal rocked the political foundations
of Austria’s Second Republic. Although journalists have reported on this case
and it has been a focus of political science research,' it has yet to be subjected
to a thorough source-based examination.” The scandal was sparked by illegal
exports of weapons to both Iraq and Iran while the two countries were at
war between 1980 and 1988. The supplier was Noricum Maschinenbau und
Handel Gesellschaft m.b.H, a subsidiary of Vereinigte Osterreichische Eisen-
und Stahlwerke-Alpine Montan AG (known as VOEST-Alpine AG), which



represented the core sector of Austria’s nationalized industries, organized at the
time as the Osterreichische Industrieverwaltungs-Aktiengesellschaft (OIAG).?
The deals involved clandestine sales of 353 long-range howitzers, complete with
the required ammunition and supplies.* By supplying this weaponry Noricum
broke Austria’s War Material Act, a law that prohibited the sale and export of
arms to countries at war. After the deals were made public one after another
at the end of the 1980s, the issue of political and criminal responsibility arose.
This was clarified in the framework of a parliamentary inquiry held in 1989/90
and in several court cases against managers and former politicians between
1991 and 1993.

This contribution examines four aspects of the case. First, it is necessary to
understand how the Noricum scandal fits into the context of postindustrial
change in Austria. Second, the case will be considered as the continuation of
a series of problematic Austrian weapons exports to Latin America and the
Middle East. Third, the rules governing arms exports as stipulated by Austria’s
War Material Act and by the country’s neutrality will be delineated. It was
almost inevitable that these rules would come into conflict with labor market
policy regarding companies engaged in arms production and with business
interests. Finally, the political and legal consequences of the affair will be
summarized.

Sources on this affair are difficult to access. Many relevant documents
of the parliamentary inquiry and pertinent holdings of Austria’s Archiv der
Republik (AdR) are excluded from release for fifty rather than the customary
thirty years, in keeping with the terms of the Austrian Federal Archives Act for
protecting personal data. Court records are available, but the huge number of
documents pertaining to the so-called Manager Trial (a total of 147 volumes)
represents a not insignificant challenge to the researcher. For reasons of
secrecy, parts of some files were placed in a separate folder, the whereabouts
of which has not been determined. Additional primary sources used in this
contribution are found, inter alia, in the Stiftung Bruno Kreisky Archiv
(StBKA), the archive founded in 1984 to house the political and personal
papers of the long-serving Austrian chancellor’ This archive includes the diary
of Josef Staribacher (Sozialdemokratische Partei Osterreich, SPO), which he
kept during his term as the federal minister for trade, commerce, and industry
(1970-83). His diary entries offer a subjective glimpse into the inner workings
of the Kreisky government, including Kreisky’s final term in office when

Austrian weapons production expanded.
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The Austrian Arms Industry

As Peter Pilz, at the time a freelance social scientist, emphasized in his 1982
book Die Panzermacher (The Tank Makers), arms production in Austria was
essentially “nothing new” in the early 1980s:® “Starting in the middle of the
last century, production of everything that would later be deployed a million
times over in both World War I and World War IT was already under way in the
heartland of the ruling monarchy.” After 1945, arms production had to stop and
did not resume until 1955, in connection with the founding of the new Austrian
army.” At the beginning of the 1970s, only two firms—Steyr-Daimler-Puch AG
and Hirtenberger Patronenfabrik—were heavily involved in this business. In
1975 Austria exported war material representing 0.8 percent of its total €XpOrts.
By 1979 this figure had risen to 1.2 percent, after VOEST-Alpine massively ex-
panded its business.®

By the mid-1980s, approximately 15,000 Austrian jobs were directly or
indirectly linked to armaments production. The industry was dominated
primarily by OIAG companies. By the end of the 1980s, 86 percent of
revenue was being earned by VOEST-Alpine and its subsidiaries:” Noricum
Maschinenbau und Handel GmbH, Hirtenberger Patronen-, Ziindhiitchen-
und Metallwarenfabrik AG, Osterreichische Schiffswerften AG  Linz-
Korneuburg, Ennstaler Metallwerke GmbH, and Vereinigte Edelstahlwerke
AG (VEW).® Another important player was Steyr-Daimler-Puch AG, which
in the carly 1980s was the third-largest industrial conglomerate in Austria and
majority-owned by the national bank Creditanstalt.! Other companies also
joined the industry: Glock,” Voere, Siidsteirische Metallindustrie, Dynamit
Nobel, Swarovski Werke, and OAF Grif & Stift AG.” The Kiirassier tank
destroyer produced by Steyr-Daimler-Puch became an export hit among
“Third World” nations. The magazine profil quoted Steyr’s own promotional
material in its reporting on this product: “The hull, which in front can
withstand the hit of a 2 cm armor-piercing shell, is supplied by VOEST. A
strong 300 hp Steyr diesel engine makes the 17 ton tank, ‘which is also
wonderfully suited for routine military tasks’ . . . able to reach a speed of 67
kmph [42 mph].”

In the first half of 1980, Steyr-Daimler-Puch recorded revenues of 1.5 bil-
lion Austrian shillings through the sale of small arms alone, specifically hunt-
ing rifles and the Armee-Universal-Gewehr (Steyr AUG, universal army rifle).
The weapons sector was viewed as an important pillar for the entire corporate

enterprise. Within five years, revenues from war material increased from 100
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million to 3 billion shillings (1980) and thus comprised 20 percent of total
revenue. Of the 23,000 employees of Steyr-Daimler-Puch, 2,000 were direct-
ly involved in the production of rifles, military trucks, and tanks.* Of course,
compared with the major players in the arms industry, Austria’s role was neg-
ligible. In 1978 the revenue carned through arms exports equaled 120 mil-
lion US dollars, which put the country far behind the United States ($6,700
million), France ($1,350 million), the United Kingdom ($1,100 million), and
West Germany ($1,100 million). Yet compared with its arms-exporting neu-
tral counterparts like Sweden ($100 million) and Switzerland ($40 million),
Austria had a substantially greater turnover.® However, even as production
gradually expanded, revenues began to shrink. After its high-water mark of
7.8 billion shillings in revenue in the boom year 1978, total revenue fell and
by 1984 was under 4 billion shillings. The weaponsmiths were relative light-
weights at this point, representing only 0.7 percent of the country’s overall in-
dustrial production.’®

The main reason for the relatively late buildup of the armaments sector had
to do with the country’s economic development. From the mid-1970s, Austria
evolved into a postindustrial economy. Economic growth rates fell year on
year from s percent in the 1960s to a low of 2.6 percent in the 1970s.” The oil
crisis of 1973/74 and the subsequent increase in energy prices hit the branch-
es of industry that produced raw materials very hard, including iron and steel
production, sectors that traditionally represented the core business of the state
industries.”® The cutback in capacity was so comprehensive that the countries
of the European Community produced less steel in 1984 than they had thir-
ty years carlier.” In light of this massive international downswing, the limits
of Austro-Keynesianism were exposed. Austro-Keynesianism was defined as a
set of economic policies designed to enhance buying power and secure jobs
through an expansive budget policy, economic stimulus measures, a strong
currency policy, and wage and price policies guaranteeing social stability. But
this strategy proved increasingly difficult to adhere to.?

In the winter of 1980/81, the number of unemployed people surpassed the
symbolically important threshold of 100,000. A series of company bankrupt-
cies shook Austria’s second-largest credit institution, the Landerbank, and in
1981 VOEST-Alpine recorded its worst operating results to date.” In 1982/83
the general economic situation worsened in the wake of the second oil cri-
sis: the unemployment rate rose in 1982 to 3.5 percent.”” Thus, the “campaign
for full employment” became the “guiding policy of the state, to the point of
becoming a dogma,” according to Kreisky biographer Wolfgang Petritsch.”
Anton Benya, the long-serving president of the Austrian federation of trade
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unions, the Osterreichische Gewerkschaftsbund (OGB), confirmed this pri-
ority when testifying as a witness in the Noricum “Manager Trial” in 1990:
“What the government was interested in, be it at VOEST-Alpine or private
firms, was employment! Employment, employment for the people” When
asked by the presiding judge whether the unions had exerted pressure in this
regard, Benya answered: “If you yourself have been unemployed once or sever-
al times, namely during the First Republic, and know what it means when the
people want to work in order to be able to feed their families, then you say: the
most important thing is to give the people work, otherwise economic disaster
will ensue”* In a similar fashion, another witness, the SPO member of the
Austrian parliament Jolanda Offenbeck, argued that securing jobs had been
a “major concern” and that “it was said: ‘unemployment leads to radicaliza-
tion, and so forth. We remember this from the 1930s. No one wanted that to
happen ever again, and so this actually became one of the integral parts of our
policy, namely to secure jobs so that mass unemployment would not occur.”?
From the mid-1970s, the crisis in the steel industry and the subsequent
slump in demand revealed the structural weaknesses of certain VOEST-
Alpine locations. The company reacted by adopting a diversification strategy
that would involve new technologies and fields of production, including
weapons manufacturing. A board document on this topic from 1979 stated:
“It had become clear that the Ferlach, St. Aegyd, Eisenerz, Liezen, and
Kindberg plants could only be operated at a relatively large loss even under
normal economic circumstances, and therefore we were forced to change the
production structure of these plants.” The Liezen plant was considered one of
the “most worrying.” In order to maintain this location and keep jobs at the
plant, manufacturing weapons was envisaged as an “optimal solution.” This
option offered the chance “to financially stabilize Liezen over time and, by
giving up the foundry, simultaneously to secure the Traisen plant.”* Therefore,
in 1978, Director General Heribert Apfalter began to expand the sale of arms.
At the time, VOEST-Alpine was already producing high explosive shells,
tank hulls, turret cupolas and superposed turrets, chain links, and various gun
carriage components.”” On September 1, 1979, 2 new company division known
as “military technology” was established. The board was convinced that the
company, as a foundry and steel processing business, possessed the “very best
prerequisites” as far as production technology was concerned. Furthermore,
it expected the market to prove particularly profitable as long as the company
succeeded in “producing and marketing complete weapons systems on
the basis of our own technology”” Noricum Maschinenbau und Handel
GmbH in Liezen was restructured as a sales company. According to a board
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resolution, Noricum was “(a) to sell the military technology products of the
VA concern [VOEST-Alpine] to all customers and (b) to sell other products
of the VA concern to the Aust[rian] army and foreign military entities.”” The
board justified its decision by emphasizing that the “national and geopolitical
situation of Austria” required domestic production of “defense equipment”
and that this step would “almost inevitably lead to export activities” with “all
the economic ramifications (jobs, trade balance, image: Austria as a supplier
of high-tech equipment, and so forth).” The concern’s military technology
division provided “indirect access to state-of-the-art application technology
and thus was the basis for innovation in civilian fields (e.g., microelectronics,
precision technology).” It also argued that the OIAG state industries would
benefit from a “wider range of products” because this would help “cushion
[the company] against future economic fluctuations.”*’

In the context of the modest level of weapons production up to that point,
the decision to enter the field of military technology was tantamount to a sea
change, one that provoked opposition from the start in the markedly pacifist
and politically neutral Second Republic. There was even opposition within
the concern. At a supervisory board meeting, for example, OIAG Chairman
Oskar Griinwald noted that weapons production was “probably simply neces-
sary.” However, in a country “with such a strong Catholic and Socialist tradi-
tion” it was imperative to try to “be active in this sector only to a degree that is
absolutely necessary and, furthermore, to focus economic activity to the great-
est possible extent on promising products for the civilian market. All the more
so since the manufacture of military products will always be geared to exports,
owing to [Austria’s] relatively limited needs and will therefore also be contro-
versial within a foreign policy context.”

The stance taken by the governing SPO on the armaments issue was con-
tradictory. The 1978 party program included a call to “eliminate the power of
the armaments industry” and start an “initiative for disarmament.”** For the
government, however, employment policy carried more weight than ideolog-
ical concerns. For example, Josef Staribacher, the minister of trade, was of the
opinion that “just like other states we absolutely have to recognize the inter-
ests of Austrian industry in weapons sales. Ideologically, you can take whatever
stance on this issue you want as a Socialist and a pacifist, which I would call
myself. But for the sake of employment policy it is economically absolutely
imperative for the Steyr Werke and other manufacturers like Hirtenberger and
Assmann ecither to retain old markets or, even more important, to gain new
ones, like Tunisia, for example.”®® There were many in the party who did not
share this pragmatic view. However, as Fritz Edlinger,* a former functionary
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for Socialist Youth Austria, noted in hindsight, the conflicts within the par-
ty over the Zwentendorf nuclear power plant (1978) and the occupation of
the Hainburger Au (1984) had been “much tougher” than those “regarding
the weapons trade”: “These were effectively swept under the rug by the trade
union wing. Furthermore, Kreisky himself did not get very involved. His re-
lationship with Anton Benya was based on trust, so much was cleared up in
advance. The protest against the weapons trade was carried out strictly by the
SPO youth organizations in alliance with groups outside the SPO. With re-
spect to the weapons trade, the issue concerned the export opportunities for a
modest number of businesses—unlike, say, the energy issue, which in the eyes
of the trade unions affected the entire industrial future of Austria.”

In selecting the products to be manufactured, VOEST-Alpine assumed
that long-range artillery would have good prospects on the market. In
May and November 1979, two license agreements were concluded with
the Canadian Space Research Corporation to this end.*® Gerald Bull,”’ the
company’s founder, was considered a leading authority in the field of artillery
technology. VOEST-Alpine purchased from Bull the license to produce the
Gun Howitzer Noricum, 45 caliber—known simply as the GHN-45—for 2
million US dollars.® An extended 155 mm howitzer that could be armed with
both conventional ammunition and tactical nuclear weapons, it was supposed
to be “the best howitzer in the world.” With a range of 39 km, the GHN-45
surpassed that of all rival products by nearly 10 km.* If a specially fitted shell
(base bleed) was used, the range could even reach as far as 45 km. “The business
cooperation with Gerald Bull was conducted through completely normal
channels;” former Noricum General Manager Peter Unterweger emphasized in

an interview in 2011. He added:

One of our people met him and discussed a worldwide production
license. You couldn’t have much of a conversation with Bull because
he drank about one and a half bottles of whiskey a day. But Bull was
definitely an absolutely ingenious weapons engineer. When it came
to artillery, his designs put anything else available internationally at
the time in the shade. The idea began to take shape that this could be
made in Liezen, in order to replace the loss-making production there
with high-quality machine engineering. This decision was taken not on
moral or ethical grounds but was justified entirely by the opportunity it
offered to profit from the unique features of the GHN-45 and to secure
jobs. By the way, the 45-kilometer range of the GHN-45 has not been

surpassed even today.*’
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The manufacture of the GHN-45 employed 1,600 people in Liezen alone. The
special ammunition, propellants, and detonators were produced by Hirten-
berger Patronenfabrik, and VOEST-Alpine bought more than 73 percent of
this company’s stock in July 1981.%

As for politicians, Chancellor Kreisky viewed the entry of VOEST-Alpine
into the field of military technology as a “far-reaching entrepreneurial decision,
from which repercussions can be expected for Austrian foreign policy and
foreign trade policy.” For this reason, he asked the board of directors to explain
“how they evaluate the risk to guaranteed revenue, considering the limitations
resulting from the status of perpetual neutrality and the existing legal norms
in Austria”** However, as the minutes of a VOEST-Alpine board meeting
show, the chancellor must have already approved the new course the company
was taking. It was reported in 1978 that a “conversation with Chancellor
Dr. Kreisky on the topic of military technology” took place, in which the
chancellor “deemed our approach reasonable in the context of restructuring
the company, and pointed out that care should be taken in this process not
to violate the Austrian State Treaty and to avoid a clash with Hirtenberger
and Steyr-Daimler-Puch.”® Kreisky’s concerns were heightened when Thomas
Nowotny, the Austrian consul general in New York at the time, informed
him that the Space Research Corporation “was said to have been seriously
compromised internationally” owing to “arms smuggling to South Africa.”**
According to him, Kreisky “emphatically” warned both the OIAG board and
Apfalter “of the risks of such business transactions.” The response of VOEST-
Alpine management was to assure him “that the press reports about legal
violations in connection with business dealings with Dr. Bull . . . are baseless.”®

The majority of the SPO leadership supported the companys move
into arms production. During a meeting of the party’s extended executive
committee, Kreisky raised his objections, albeit unsuccessfully: “The Upper
Austrians, the Styrians, and the trade unionists in particular were against me.
They argued that otherwise Liezen would have to shut down. I had massive
opposition from others who said: ‘No, please, we don’t want any involvement;
VOEST must take responsibility for this.”*¢ According to the recollections of
then SPO General Secretary Karl Blecha,” who attended the meeting, only

two votes were cast opposing it:

those of Heinz Fisher and myself. Everyone else was for it. Kreisky had,
as always, kept his opinion to himself until he realized the vehemence
with which Anton Benya and various regional chairmen had lobbied for

military technology. My argument against it was that it meant entering
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tricky terrain, because, as a manufacturer of military technology, the
only chance you have to make a profit is to export it. And you can only
export weapons to where they are needed, that is, where a war is going
on or threatens to break out—which in the case of Austria inevitably
means difficulties with its neutral status. This was absolutely obvious to

me.*®

Later the central argument in defense of the indicted Noricum managers was
that they had gotten the green light from politicians.*” “Not one politician was
against” the company’s involvement in military technology “from the workers’
council to the national government,” in the words of Anton Elmer, a Noricum
general manager, in 1990: “When I now hear that Kreisky was against it, then
I would like to share something that he really did say at the very end: ‘Okay,
then do it, but keep it under wraps.”® Kreisky accused Elmer of “slander™
and emphasized that he had not been “the dictator of industry.”> At any rate,
the parliamentary fact-finding committee investigating the Noricum case in
1989/90 could not establish any “influence” exerted by politicians “against”
the company’s expansion into arms production. On the contrary, it reported
that “during several official trips abroad by members of the government,
attention was even explicitly drawn to this arms production.” Indeed, the
arms trade was subsidized in many ways: export promotion, export guarantees
by the Osterreichische Kontrollbank AG (an export credit insurer),** help
from national banks, and support by the Austrian army, which made available
officers from the Amt fiir Wehrtechnik (Office of Military Technology)
on a regular basis for presentational purposes abroad. Army technicians
contributed to the development of an assault rifle, and the armed forces also
helped relieve supply bottlenecks, such as in 1978 when twenty million rounds
of ammunition were supplied from army depots to fulfill an export order for
Bolivia on behalf of Hirtenberger Patronenfabrik.”

Arms Exports and Legal Regulations

The trade in weapons was anything but unproblematic for a neutral country
like Austria.>® According to international law, the Hague Convention (1907)
prohibited neutral states from sending munitions to warring parties. Howev-
er, this did not apply to private entities, which were only obligated to treat
those at war equally’” In Austria, Section 320 of the Criminal Code prohibited
unauthorized weapons exports “during a war or an armed conflict in which

the Republic of Austria is not participating” because such exports “endanger
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neutrality”*® Until the end of the 1970s, legislation on weapons exports was
based on a German law from November 6, 1935, on the export and import of
war material. This had been applied to Austria through a decree by the Reich
minister of the interior on February 13, 1939, that extended German weapons
law to Austria.”’

Not until 1977 was a new federal law adopted on the import, export, and
transit of war material. According to Section 1, the export, import, and transit
of weapons now required a permit. This responsibility fell to the federal min-
ister of the interior, in agreement with the federal ministers of foreign affairs
and defense following consultation with the chancellor. According to Section
3, clause 1, such permits would be issued “if the import, export, or transit does
not run counter to the international commitments or foreign policy inter-
ests of the Republic of Austria with special regard to perpetual neutrality, or
if there are no security or military grounds for opposing it, or if there are no
other objections of comparable importance.” The commentary accompanying
the War Material Act cites humanitarian concerns as one such objection, for
example in situations where “there is reason to assume that the supply of war
material to the country of destination is to be used to repress human rights.”
Moreover, “taking into account these aspects, permits will not be granted
for exports to regions in which armed conflict is taking place or threatens to
break out or where other dangerous tensions exist.”® The War Material Act
was amended in 1982 to the effect that future exports were to be prohibited
should, in the country of destination, “the danger exist that, owing to serious
and repeated human rights violations, deliveries of war material will be used to
repress human rights.” Other obstacles cited to such exports were armed con-
flicts, the danger of war, dangerous tensions, and UN Security Council embar-
go resolutions.®" In the opinion of experts, the Austrian regulations resembled
“for the most part” those of other neutral countries, such as Switzerland and
Sweden. Among the neutral nations of Western Europe at the time, Austria’s
export laws were by no means the strictest. “Rather, certain regulations in the
war material export laws of Sweden and of Switzerland are stricter than those
of Austria;” such as the obligatory end-consumer certificate to be presented to
the authorities or the right of the authorities in Switzerland to inspect weap-
ons manufacturers at will. Otherwise, the reasons for refusing to grant export
permits were practically “identical” in all three countries.

However, considerable difficulties arose in implementing the War Material
Act. “By prohibiting the sale of war materials to the best customers, namely ‘to
countries that really use the stuff” (according to National Council President
Leopold Gratz, SPO),® it practically invites transgressions,” commented Der
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Spiegel.** In retrospect even the Noricum inquiry committee acknowledged
that a major “conflict of priorities” existed: “The purpose of the law runs
counter to the state industry OIAG’s economic considerations—namely, to
secure jobs and achieve positive company balance sheets.”® Indeed, an “exact
reading of the law” would have “practically ruled out” the export of war
material.®

The interior minister at the time, Erwin Lanc (SPO),*” had abstained from

voting on the law in parliament in 1977:

I had always opposed this War Material Act, because it was not
enforceable in a real-case scenario. It is difficult enough to stay informed
about what is going on in one’s own territory—unless it is about some
really major issue. Just as other things are smuggled, so too can weapons
be smuggled out. At the time I tried to convince Prof. Ermacora,® one
of the authors of the bill, that in effect they were using a sledgehammer
to crack a nut. But there was a consensus among the government and
the opposition that legislative regulation had to be passed for reasons
of international law and human rights and whatever other good
reasons there were. I said: This law is actually not enforceable for the
simple reason that the prerequisites for monitoring are missing. The
Austrian National Council cannot enact legislation requiring foreign
authorities to submit to administrative monitoring to discern whether
some approved delivery has actually reached its originally designated

destination rather than some other destination.®”’

In 1981 the Ministry for State Security (MfS) of the GDR, which was
interested in everything, gathered information on the amendment of the War
Material Act through an allied intelligence agency. It analyzed the dilemma of
the Austrian armament industry and found a loophole that was later used in
the course of the Noricum scandal. Export-import firms were not to receive
permits for weapons deals “if human rights are being violated in the country
importing the weapons. Consequently, exports by Austrian weapons exporters
may be blocked. They can be expected to engage the help of third countries,
particularly help from Socialist countries, for their business of selling weapons
and ammunition to such countries. . . . Austria’s negative trade balance will
thus force the Austrian government to forgo the strict enforcement of its
own resolution.””® The fact that many export licenses were granted despite
the complex legal framework shows that the conclusions drawn by the MfS
were spot on. Between 1978 and 1982, 873 export license applications were

approved. The Federal Chancellor’s Office blocked such applications in only
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twenty-eight cases, the Ministry of Foreign Affairs in twenty-five cases, and
the Ministry of the Interior in only four cases.” It is clear once again that labor
market considerations prevailed. The parliamentary inquiry committee would
later determine that “when war material exports were approved, the primary
considerations were not only legal but also often risky economic ones under
the banner of job sccurity. Therefore, it appears quite conceivable that this
circumstance—consciously or unconsciously—attenuated the willingness
to monitor war material exports closely and examine them in detail””
Ultimately, by the 1980s at the latest, the issue of Austrian arms production
was facing the fundamental decision, as the Wachenpresse explained, either
to liberalize the arms trade “and thereby supply dictators, warring countries,
and terrorists [with weapons] or to largely cease weapons production.”” In the
end, the status quo prevailed, thus prolonging the conflict between restrictive
regulations and economic necessities, a conflict which culminated in the

Noricum scandal.

Arms Exports Prior to the Noricum Scandal

Since the European arms market was essentially saturated by the end of
the 1970s, only the “Third World” was left to become the most important
trading partner of the Austrian armaments industry. According to estimates
by the Stockholm International Peace Research Institute (SIPRI), about 85
percent of all Austrian weapons exports in the late 1970s went to developing
countries. Heavy military equipment, valued at more than $400 million (s.4
billion shillings), comprised more than 1 percent of all exports.” In April 1976
Hirtenberger Patronenfabrik AG shipped ten million igniters to Chile, where
the military junta of Augusto Pinochet had seized power through a coup only
three years earlier. “Our company first supplied Chile with ammunition back
in 1901, stated Director General Herbert Hadwinger. “They have been living
in a state of permanent crisis there for the last 150 years. If we don’t supply
them, then others will.”” In the mid-1970s the sale of 600 Steyr Mannlicher
sniper rifles (SSGs) and 399,600 rounds of ammunition to Syria were
declared—retroactively—to be a “violation of neutrality” The arms shipment
had originally been halted by customs authorities. However, when the Defense
Ministry failed to issue any instructions concerning this shipment, the sss
crates left Austria on December 17, 1976, in the direction of Yugoslavia, only to
be sent back at the end of March 1977. The official consignor operated under
the name of the arms dealer Alois Weichselbaumer, who had procured the
ammunition from Austrian army stockpiles.”® The case led to the resignation
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of Defense Minister Karl Liitgendorf on May 31, 19777 It was determined that
his ministry had been involved in the “export of weapons and ammunition to a
crisis region” in the following way:

(a) It facilitated exports by an Austrian firm by issuing the necessary
export certificate. In doing so, it saved the firm the trouble of getting
an export license from the BMI [Bundesministerium fur Inneres,
Federal Ministry of the Interior] (in agreement with the BMfAA
[Bundesministerium fiir Auswiartige Angelegenheiten, Federal Ministry
of Foreign Affairs]).

(b) It supplied ammunition for export “on loan” from its stockpiles.
The ammunition manufactured by the company Hirtenberger
Patronenfabrik will be replaced or rather refunded to the BMfLV
[Bundesministerium fiir Landesverteidigung, Federal Ministry of

Defense] by the company Steyr-Daimler-Puch.”®

At the Council of Ministers meeting in which the resignation of Liitgendorf
was discussed, Kreisky said: “half-truths are far more difficult to defend than
the full truth and it is the small things that can play a major role in politics.
Like this ammunition incident with Liitgendorf, for example.””

Following the complaint filed against Weichselbaumer by the Defense
Ministry on January 17, 1977,%° other planned deals that the arms trader
had arranged for Syria and for which “no concerns regarding neutrality
regulations” were said to exist suddenly hung in the balance. One such deal
was the sale of 1,500 Pinzgauer military off-road vehicles to the tune of about
4.5 billion shillings.” “The Steyr Werke’s attempt to pay off Weichselbaumer,
that is, to exclude him from this activity, failed because he emphatically
rejected it noted Minister Staribacher, who recommended that the
director general of Steyr-Daimler-Puch consule with Kreisky. “[Michael]
Malzacher wanted the government to acknowledge that he needed to
continue involving Weichselbaumer and was therefore protecting him,” noted
Staribacher. However, the chancellor wanted “neither to advise him nor to
say anything” Kreisky preferred to stay out of it: “Should the deal fail because
Weichselbaumer is not involved, then he [Kreisky] will be saddled with the
responsibility. Should the deal be successful and Weichselbaumer be part of
it, then the OVP# will attack him because he made recommendations to this
effect”® Yet Kreisky also emphasized the “importance of such an order for the
production capacity of the Steyr Werke” and eventually proposed to present
the matter to the parliament’s Foreign Affairs Committee, a proposal that was
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accepted “by all.”®* In order to communicate this, Staribacher “immediately”
took Malzacher to Rudolf Sallinger, the head of the Osterreichischer
Wirtschaftsbund (Austrian business federation), a group afhiliated with the
OVP (Osterreichische Volkspartei).® Apparently this step paved the way for
an agreement, because on February 2, 1977, the Foreign Affairs Committee
approved the Pinzgauer export deal with votes from all three of the parties
represented in parliament at the time—SPO, OVP, and FPO (Freiheitliche
Partei Osterreichs, Freedom Party of Austria).*

The sale in 1976/77 of forty-five Kiirassier tanks to Tunisia for 811 million
shillings proved less problematic.” What is more, by 1980 that country had
been supplied with a total of 52,000 Steyr AUG assault rifles.*®

When Kenneth Kaunda, who had been serving as the first president of
Zambia since 1964, visited Austria in June 1977, he told Kreisky in confi-
dence that he was expecting an “attack” on his country. Staribacher was privy
to this conversation and noted that Kaunda was in a hurry to negotiate the
purchase of Austrian tanks, land mines, guns, and ammunition. “Since they
don’t have any money, Kreisky wants Steyr-Daimler-Puch, for example, to
supply weapons like tanks and other items at cost, meaning without making a
profit” Formal negotiations were to start only after Kaunda had had a chance
to see the weapons “in use” for himself. Staribacher “immediately” informed
Defense Minister Otto Rosch (SPO)® that “a demonstration will take place
on Monday at the Army Garrison Baden driving school.” When Résch “right-
ly” objected that this was rather short notice to prepare such a demonstration,
Kreisky and Foreign Minister Willibald Pahr”® countered that “ostensibly the
military has to be on constant alert anyhow and so organizing such an event
should not be a problem at all.””

In 1978 Steyr-Daimler-Puch received a license to export 108 Kiirassier
tanks, 10 Greif tanks, and 3 Kiirassier training tanks, complete with spare
parts and ammunition, to Morocco. The export authorization had been issued
even though King Hassan II had been waging a desert war against Polisario,
the liberation movement of occupied West Sahara, since 1975”2 The value of
the order totaled 2.3 billion shillings, of which 10 percent was paid in cash
and the rest financed through a ten-year-loan to Morocco by the Austrian
bank Creditanstalt. However, Morocco soon fell behind in its payments, and
in 1979 Polisario fighters captured four Kiirassier tanks, which resulted in
embarrassing media exposure.”® Following the visit of a Polisario delegation to
Vienna, Austria adopted a UN resolution on the independence of the West
Sahara in the fall of 1979. In December of that year, Kreisky stopped all further

military aid to Morocco through a decree of the Council of Ministers.” In
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May 1980 it became public that thirty-one Moroccan soldiers were still being
trained at the Steyr tank factory in Simmering. Kreisky responded to the
signers of a protest resolution on the matter by stating: “I can assure you—
and this holds for the entire federal government—that I am not pleased with
any of the Austrian arms export deals but do consider them necessary in the
interest of the country’s defense and security.””

Reports circulated in 1979 that China had allegedly wanted to buy
300,000 Steyr AUG rifles but a Soviet veto had blocked the deal”® In an
interview Erwin Lanc, the interior minister at the time who was responsible
for authorizing such exports, confirmed that plans for such a sale had indeed
existed:

Director General Michael Malzacher badgered me about a huge order
by China for Steyr assault rifles. He openly threatened to sue the
Republic should I fail to approve things that require approval according
to the War Material Act. The pressure was unrelenting, and Malzacher
expressed the most bizarre ideas—for example, he reported that the
Chinese People’s Army wanted to buy a million assault rifles from him. I
then asked him if he were out of his mind—to make such a proposal at a
point when there was a border conflict going on between China and the
Soviet Union on the Ussuri [River]. Were we really to approve an export
shipment in such a situation? How would the Russians react? It was an
idiotic idea.””

When, of all people, Nazi war criminal Klaus Barbie, who had fled to
Bolivia, arranged an order of thirty Kiirassier tanks for the Bolivian army, a
shadow was cast over Austrian arms exports to Latin America.”® Barbie, who
had become the representative of Steyr-Daimler-Puch in Bolivia in February
1979, received a monthly expense allowance of $800. Equipping the Bolivian
army with what was at the time a “state-of-the-art tank model” apparently cost
a total of $1.477 million, for which Barbie received a commission of “between
1 and 3%.”” In June 1980, seventeen of these tanks were deployed in the so-
called cocaine coup of Colonel Luis Garcia Meza to crush the last remnant of
resistance by miners in Oruro, La Paz, and Santa Cruz. Yet before the second
consignment of Kiirassier tanks could be shipped to Bolivia, the export license
was revoked.” In August 1980, however, Hirtenberger began training twenty-
one Bolivian army technicians in ammunition production, as “a sort of foreign
aid, as Hirtenberger Director General Hadwinger explained” In August
1986, three Kiirassier tanks were to be deployed once again to put down a

demonstration of striking miners in La Paz.!*
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At the peak of a border conflict between Chile and Argentina in 1978,
Steyr-Daimler-Puch shipped fifty-seven Kiirassier tanks valued at 8oo
million shillings to Argentina. According to Josef Staribacher’s notes, Kreisky
announced at a preliminary meeting of the Council of Ministers that nothing
spoke against such a deal “from the standpoint of international law” because
“Argentina is not at war.” Other countries like Switzerland and Sweden were
shying away from supplying the military junta, Kreisky noted. The United
States had also imposed an embargo on arms shipments to Argentina.
Staribacher noted that “therefore Austria will spark enormous protests both
worldwide and especially within Austria. Despite this, Kreisky was in favor of
supplying the arms in order to avoid being accused of doing nothing for the
employees at Steyr.”'® Yet in 1979, when Chile likewise wanted to order tanks,
Kreisky initially prohibited the export subsidies and the usual Ausfallbafiung
(contingent liability) by the Kontrollbank. Steyr-Daimler-Puch Director
General Malzacher therefore came up with another type of financing with the
support of Finance Minister Hannes Androsch and OGB head Benya.'* This
time Kreisky signaled his approval, on condition that a written guarantee be
drafted that “this equipment will not be used in internal conflict”*® Such a

clause was included in the contract.!

The planned deal with Chile divided the SPO. In early August, thousands
demonstrated in front of the Federal Chancellor’s Office, including a group
representing the 600 Chilean refugees who had been granted asylum in
Austria following the 1973 overthrow of Salvador Allende. OGB functionaries
like Alfred Dallinger, Helmut Braun, and Sepp Wille and especially the SPO
youth organizations categorically rejected the weapons export. The president of
the railroad workers union, Fritz Prechtl, even announced a transport boycott
for weapons to Chile.”” The reaction of the chair of the Bund sozialistischer
Freiheitskimpfer (Federation of Socialist Freedom Fighters), Rosa Jochmann,
also carried some weight: “When she learned that we were sending weapons to
amilitary dictatorship, she said: ‘May the heavens darken over us, for with such
adeed the absolute principles of Socialism and solidarity have been broken.”!
On the other hand, the board of Steyr-Daimler-Puch expressed its concern in
a personal letter to Kreisky dated August 19, 1980, that the export had not yet
been approved, because “we are concerned not only about those employees—
this would be several thousand people—whose work is directly linked to it.
We are also worried about the future existence of Steyr-Daimler-Puch, which
can only be satisfactorily secured if the restructuring process begun several
years ago can be successfully continued. With traditional products alone, i.c.,
without military production, this is unthinkable.” The board emphasized that
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it did not mean in any way to discuss the question of exporting weapons to
Chile in terms of its “political import”: “Instead, we submit our statement as
an attempt to express our immense concern for our company. . . . We ask you
to grant us the export license for which we have applied.”"

In addition, the Chilean ambassador called on the Foreign Ministry to
assure the Austrian government once again that the 106 tanks, 124 machine
guns, and 360 pistols ordered from Steyr “were only intended for use by the
Chilean army and exclusively for the defense of the national territory of the
Republic of Chile” The ambassador acknowledged “the moral aspect of
Austrian arms deliveries to dictatorships to be an Austrian matter;” but he
could not accept “Chile being portrayed as a special case given that human
rights violations and the repression of the population are occurring in
numerous countries, especially by the Soviet Union.”"® Addressing Kreisky,
Benya also called for a positive outcome. He argued that, as an export-oriented
country, Austria could “not hold back in such economically difficult times to
the benefit of other nations that are willing to export arms anywhere and at any
time.” Within the OGB there were of course “many who have reservations; we
both have our doubts, too, after all. But we must consider how Austria’s metal
industry is to continue if we don’t take part in what I hope, in the interest of
peace, is a temporary boom in the weapons trade”™"

On August 20, 1980, Kreisky informed the Council of Ministers of the
decision to go ahead. According to entries in Staribacher’s journal, the
chancellor made it clear that “the supply of tanks means such a major deal
that it would have dire consequences for the Steyr Werke should it fail to
happen—and not only with regard to saving jobs. In material terms the
absence of profits would seriously endanger cooperation with others, such
as Mercedes.” From the standpoint of the Verfassungsdienst (Constitutional

Service),!?

there was no legal problem in preventing the delivery, only possible
“political reasons.” Kreisky also warned that a rejection of the application for
an export license might prompt Steyr-Daimler-Puch AG to file “enormous
claims for damages.” What spoke against the Chilean deal was that “following
a period of temporary mitigation in the dictatorship, the people now in charge
in Chile are once again clamping down harder” Chilean assurances not to
deploy the tanks domestically could therefore “not be taken seriously.” As
far as the opposition within the party was concerned, Kreisky conjectured
that “the protest would not have been so vehement had the deliveries been
designated for Communist countries.” However, should the deal go through,
the “international echo” would be “negative” for Austria. Should Austria not
deliver, then countries like Israel, Japan, and France would “immediately” jump
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in. For these reasons, the decision in this special case would be “momentous.”
Kreisky then called on the assembled ministers to express their opinion on
the matter. Defense Minister Rosch expressed his “clear ‘yes™ to the delivery”
because, in his view, this would also have an impact on the Austrian army.
“As a trade unionist, Building Minister Karl Sekanina (SPO) also declared
his support, even if “the general mood” at the time leaned “rather toward
‘no’ than ‘yes.” Interior Minister Lanc, however, stressed political arguments:
“Socialist shop stewards are asking outright: What's got into us?” At this
juncture, Kreisky interrupted by remarking that “there are various takes on this
including within the workforce.” Justice Minister Christian Broda declared
his “clear ‘no”” to the deal: “He saw parallels between the Chilean repression
and the events in Hungary in the 1950s.” State Secretary Anneliese Albrecht
also stated unequivocally that it would be “impossible” for her to vote in favor
of a sale “that entails supplying a dictatorship violating human rights with
weapons.” Education Minister Hertha Firnberg also stated “emphatically” that
she “was not able to vote for the deal.”

At a special meeting the following day, the differences between the op-
posing standpoints were “irreconcilable,” according to Staribacher. Kreisky
concluded that the ministers responsible for issuing the license for the tank
exports would have to make the decision: “They cannot be forced into any-
thing.” And “since Interior Minister Lanc, who has to issue notification of the
decision will not approve such an export, then the deal cannot go through.”
Even though Foreign Minister Pahr and Defense Minister Résch would not
have had any qualms, he continued, the interior minister would be able to
present other equally significant reasons to reject the deal." Lanc, who played
a key role in the approval process, put his foot down. As he explained in 2011:

On the basis of the War Material Act, I indicated that such an export
could not be approved—because the possibility could not be ruled out
that the tanks would be deployed to crush the democratic opposition
and violate other human rights. The situation in this case was so clear
that it was never a question for me. Anton Benya saw things different-
ly. For him, the jobs in Steyr or in Simmering that would be saved by
the manufacture of these “track vehicles,” as Kreisky always called them,
were more important. The Steyr Werke, on the other hand, cited the
economic difficulties and the consequent collapse in export orders. For-
eign Minister Pahr argued that, from an international law perspective,
following exports to Argentina, Chile now also had to be supplied [with
weapons]. But at the time there was no aggressive conflict between the
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two countries, while the tanks had already been deployed “domestical-
ly” in Argentina. I made it clear that I would uphold the existing law,
and anyone who did not like it could have my job! That put an end to
the discussion. After that, Benya hardly talked to me for a year, but we
straightened things out later.®

The arms manufacturers were concerned about the decision. The VOEST-
Alpine board feared “lasting negative repercussions for all future business deals
with foreign militaries involving defense products.” During preliminary talks
with Kreisky, the following was to be “noted,” according to the file memo: “As
an arms supplier, Austria will be denigrated as unreliable and undependable
(the competition is bound to ensure this happens); until now, after all, one of
our strongest competitive arguments has always been [our] neutrality and sta-
bility. What would make everything even more difficult would be to have the
entire matter dragged into the public eye and the customer vilified—and that
in a business where discretion is key!”"¢

Nothing underscores the contradictory nature of Austrian policy more
than the approval in 1981 of another weapons deal by Steyr-Daimler-Puch AG
for Latin America:'” 108 Kiirassier tanks and 10,000 105 mm shells were sold
to Argentina, where in 1976 a military regime had also grabbed power through

U8 Tnterior

a coup and crushed the leftist opposition in a years-long civil war.
Minister Lanc said that it had been possible to deliver the shipment “just in
time.” There had been a previous delivery in 1978/79, and the Argentinian
government was said to have kept its promise not to deploy the Kiirassier tanks
in domestic conflicts."” However, in a television interview, Fritz Prechtl spoke
against the deliveries, calling the deal a “deeply moral and political matter.”"’
In reference to the protest movement against the weapons exports, which
were fueled by various sources outside the SPO youth organizations—ranging
from leftist students, to the Working Group of Catholic Action Austria,
to organizations like Amnesty International, the International Fellowship
of Reconciliation, and the Communist Party of Austria (KPO)—Prechtl
stated: “This is not a Juso [Young Socialist] movement. . . . Our government
wants to secure jobs, but for these people, moral values are simply more
important.”” Within the trade unions, Prechtl’s stance was controversial, as
the entries in Staribacher’s journal indicate. He wrote that when the matter
was discussed among government and trade union representatives, on June
23, 1981, Heinz Fischer, the former SPO party whip who would later become
Austria’s president in 2004, witnessed at the parliamentary group meeting
held at the OGB “how unanimously the trade union faction supported these
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weapons exports and how strongly it criticized Prechtl’s move to go public and
to bluster with big threats that he can never carry through.” Vice Chancellor
Fred Sinowatz was then reported to have said: “The government stands united
behind the decision to export.”

That very evening, Staribacher wrote: “so students and certainly Cath[olic]
and Soc[ialist] Youth [attempted] to prevent the shipment of the tanks and to
block the train tracks.” Thus the “feared confrontation” did indeed take place,
“but it went propitiously, thank God.”** The journalist Christian Ortner de-
scribed this confrontation outside the Steyr-Daimler-Puch factory gates in
the Simmering district of Vienna: “About 300 strapping Steyr workers did the
police’s job and beat everything to bits that in any way looked pacifist. . . . A
few minutes after the fight, the train with about 30 tanks rolled off the factory
grounds. Cheers and relief among the metalworkers: the tanks have gone, the
long-haired demonstrators can have their injuries attended to by the paramed-
ics on the other side of the street. The dividend is safe.”'* At any rate, Michael
Malzacher, as the director general of Steyr-Daimler-Puch, did not want to be
the “bogeyman” again. “Look, I would rather sell bicycles or roller bearings.
But in moral terms, I am acting within the scope of the law. And the ultimate
responsibility always lies with the government, which has to approve these
exports.”'**

When the Falklands War broke out between Argentina and Britain in 1982,
the second consignment of twenty-eight tanks was halted, representing a sale
worth about 850 million shillings, a sum that, according to an informant,
Steyr-Daimler-Puch needed “like a morsel of bread.”™ In hindsight, the sale
to Argentina was onec of the last big tank deals. In 1983 Steyr-Daimler-Puch
only produced twenty-five tanks, and in the following year just two. Instead
of the 245 mechanics working at the Simmering works in 1980, only so were
employed there in 198s. At the same time, just the interest on the loan that
had financed tank production burdened the annual budget to the tune of 300
million shillings. Thus there was a good reason for Kreisky’s conclusion that:
“The export of weapons is the worst business there is. Why? If these weapons
are worn out and used, we can’t sell them. And if they aren’t needed, they’ll rot
away in some warchouse.”'¢

Despite these considerable difficulties, the government continued to
adhere to its arms export policy in the name of jobs. When the commission
studying proposals to change the party’s economic program met at the SPO
headquarters on April 30, 1981, Kreisky spoke out “in detail and firmly” in
favor of expanding the arms industry, because it represented an asset for the

companies involved. “Both VOEST-Alpine in Liezen and particularly Steyr-
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Daimler-Puch carn the money needed to subsidize the other economically
nonviable arcas of production from the export of tanks” In Staribacher’s
words, Kreisky “now played down, for example, the Kiirassier [tanks] as
strictly non-aggressive weapons that served primarily to transport personnel.”
He also noted that “naturally, insanely long discussions” were had on this
and many other points. One woman, a “young comrade” from the Socialist
Youth, wanted to convince him “in all seriousness” to expand the “peaceful
production” of Steyr-Daimler-Puch bicycles and to “forgo arms production.””
Another time—in the context of a Council of Ministers meeting on May 4,
1982—Kreisky reacted “very emotionally” to a proposal put forth by a party
friend, the vice-mayor of Graz, Alfred Stingl. According to Staribacher’s notes,
Stingl had called for the establishment of a commission within the party
executive to develop a “concept for converting the nationalized but also in part
private industry” away from arms production. In countering this proposal,
Kreisky mentioned the decision of VOEST-Alpine to produce artillery
in Liezen in order to maintain the foundry “during an incredibly difficult
situation,” just as Steyr-Daimler-Puch had started and further expanded its
tank production (“Kreisky still persisted in calling them track vehicles”)
“because it is the most profitable branch for them.” Therefore, he was “strictly
against this idea of a conversion concept” and dismissed the “huge discussion
in Socialist Party bodies” that had ensued. On the other hand, the chancellor
also advocated a tightening of the War Material Act, in order to exclude
countries that violated the Human Rights Convention.”®

Economic Interests and Foreign Policy

As a small industrial country, Austria was disproportionately dependent on
foreign trade. Therefore, politicians were always attempting to find foreign
markets, and the Middle East was particularly interesting in this regard.
Chancellor Kreisky had established good contacts in the course of his policy
of “active neutrality;” a policy through which he hoped to help ease the conflict
between Israel and the Palestinians and thus reduce the terrorist threat for
Austria.”” In addition, this policy offered Austria opportunities to profit
cconomically. Peter Unterweger, the head of Noricum, testified in court that
Kreisky had “repeatedly encouraged” the industry through Director General
Heribert Apfalter to make business contacts in Libya and the Gulf States:
“One should bear in mind that Kreisky had an incredibly high profile in the
Arab world; I don’t want to exaggerate, but Kreisky really was a household
name there. The chancellor was known everywhere, and he was an absolute
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trailblazer for all the export deals of Austrian industry to this region.”°
Naturally, this included the arms trade, and here dilemmas arose that had not
only legal ramifications. Herbert Grubmayr, a former ambassador to Irag,
testified in the “Manager Trial” in the early 1990s about the efforts of Austrian
firms in the late 1970s to be in the running for major projects to expand the
Iraqi infrastructure. Once, at an important lunch gathering at the embassy,
an attendant approached him and said: “Herr Kreisky is on the phone” At
first Grubmayr thought it was a “joke.” But he then discovered that “it was
indeed the chancellor, and he said to me: ‘Look, standing before me is a group
of Austrian industrial directors who are telling me that nothing is progressing
in Iraq, that there are major difficulties with the projects there. What can you
recommend to help me achieve a breakthrough?” Grubmayr did not want to
be very “explicit” on the telephone. He took the opportunity to answer the
chancellor a short time later, when State Secretary Adolf Nussbaumer visited
the embassy. Only then did Grubmayr advise: “If you want to be sure to get a
civilian contract of this size, then you have to supply weapons.”™!

A relationship of great trust existed between Kreisky and Libya’s Colonel
Mu‘ammar al-Gaddhafi, who was considered to be the “patron saint” of
international terrorism at the time. During an official visit in 1976, Gaddhafi’s
prime minister Abdessalam Jalloud had already set the course for economic
cooperation, which culminated in a contract with VOEST-Alpine in 1981 to
build the Misurata steelworks, the largest heavy industry complex in Africa at
the time.* In 1982 Gaddhafi’s first visit to a Western country was to Austria.
VOEST-Alpine Director General Apfalter had arranged the three-day state
visit* The media speculated that the successful conclusion of a weapons

B4 which was also reflected in the files of the East

deal was in the works,
German Ministry for State Security: “Although the Austrian government
has officially denied these reports, we have information indicating that an
agreement was reached during Gaddhafi’s visit on the sale of 200 Austrian
‘Kiirassier’ tanks.”’> There is no evidence to show that the deal came about in
this form. However, in 1984 Kreisky, who was no longer chancellor by then,
visited Gaddhafi in Tripoli for three days to promote economic interests:
Steyr-Daimler-Puch wanted to sell Libya trucks, tractors, and tanks valued
at between 2 and 3 billion shillings. “For my part, I have never actively set
weapons deals in motion,” stated Kreisky emphatically, and then added, “I
will not deny, however, that I was asked to offer my good services.”** What
followed, on November 20, 1984, was an agreement with Libya for the largest
arms deal in the history of VOEST-Alpine. The Libyan government bought

200 GHN-45 howitzers and more than a million shells for an estimated 10
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billion shillings.”” However, the export of the artillery was stopped in January
1986; after all, Libya had been at war with its neighbor Chad since 1981. The
deliveries up until then had actually been shipped to Iran, and Libya had
provided a false end-customer certificate for this purpose. Kreisky, at least,
remained convinced that the Libyans needed “this deal” for themselves: “The
Gulf of Sirte can only be defended with such artillery. I don’t know whether it
helps, but at least these guns can be aimed at targets, which are in abundance
there”® During a short visit in February 1986, Kreisky was also assured by
Gaddhafi that the artillery that had been delivered was still in Libya.””

As carly as 1981, VOEST-Alpine had appealed to Kreisky to do what he
could through his contact with India’s prime minister, Indira Gandhi, to
positively influence its chances of exporting GHN-45 howitzers to that
country. In this case the international competition was enormous, as the
former VOEST-Alpine press spokesman Franz Summer describes in his
memoirs: “Since 1972, all the major artillery manufacturers in the East and
the West as well as Sweden and Austria had been scrambling to secure the
contract for 400 field howitzers, with which the artillery of the Indian army
was to be newly equipped and modernized. The entire system was to have a
contract value of around 20 billion shillings.”** Austria was at a disadvantage
in this competition since the Indian side insisted even before negotiations
began that the deliveries had to be guaranteed without any restrictions.
Since such a commitment could not be made owing to the War Material
Act, the board feared that “our otherwise very good chances of concluding a
contract will thus be lost” Yet there seemed to be a way out. “According to
unofficial recommendations from Indian sources . . . a personal letter sent
by you, Herr Chancellor, to the prime minister, Mrs. Gandhi, [could] help
Austrian industry despite this problem.”**! Kreisky fulfilled this request and
described to the prime minister the mutual advantages of an arms deal with
VOEST-Alpine.** When this incident was used against Kreisky during the
“Manager Trial,” he justified his action by stating that “intervention on behalf
of legal business deals in the interest of the Austrian economy is one of the
essential tasks of a chancellor and is—as hundreds of (successful) examples
demonstrate—nothing exceptional.” After all, Kreisky added, in the initial
phase of the project alone, direct shipments worth 6 billion shillings had been
planned.

During a state visit in the spring of 1984, Chancellor Fred Sinowatz
(SPO)™* tried to generate a measure of trust and to convince the Indian
negotiators that Austria would indeed uphold its contractual obligations to
deliver the weapons, should India become involved in a military conflict. There
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had been a planned conversation prior to this between Sinowatz and VOEST
Director General Apfalter. As Peter Unterweger recalled, Apfalter said “in his
well-known, legendary diction, ‘Fredl, da sagst yes’ [Freddie, you just say ‘yes’].”
Sinowatz is said to have acted accordingly vis-a-vis the Indian defense minister.
“It seems that Apfalter was the one who led the conversation. I think Sinowatz

did not have a good command of English.”*> Unterweger went on:

Our absolute competitive disadvantage—against all other competitors—
was that we were not allowed by Austrian law to supply countries at war
or countries in which conflict threatened to break out. For a buyer, this
meant an incalculable risk: should a state of conflict suddenly develop,
would we then fulfill our contractual obligations to deliver the goods
ordered? In answer to the inevitable question concerning this dilemma
at our meeting with the Indian defense minister, Heribert Apfalter
prompted Chancellor Sinowatz during the state visit by saying: “Fredl,
Jjetzt sagst yes!” And the honorable chancellor did indeed say “yes;” and
he had also received a correct translation of this beforehand. What I'm
trying to say is that the impression of a consensus between politics and
management has always been there for me, including at these talks.
Actually, strictly speaking, the chancellor violated neutrality law on
this occasion and made it clear to everyone that the state’s welfare took
priority: Yes, of course we will continue to deliver. We will come up with
a way of doing it. Whoever I spoke to in this political landscape along
the lines of “we need an approval,” all of them said: “We'll do it, we will
stand behind you and in front of you as well” No one said: The law is
such and such and we would prefer to forgo a deal if it has not been
thoroughly checked. Everyone was enormously interested, the political
parties, the trade unions, the representatives from the federal states and
local communities. At that point in time, the ultimate credo was to

secure jobs and everything else took a back seat.*¢

Ultimately, VOEST-Alpine never stood a chance of winning the contract.
In 1986 the Swedish arms company Bofors triumphed against the Austrian,
French, West German, and British competition. As was later revealed, in 1985
Bofors had transferred 33 million Swedish kronor and later another 250 mil-
lion kronor to Swiss accounts as bribe money that went to the party of the
Indian prime minister, Rajiv Gandhi, and to important decision-makers in
the Indian Defense Ministry*” Neutral Sweden, which actually had the strict-
est regulations of all concerning weapons exports, was subsequently rocked
by its own version of the US “Irangate,” much as Austria had been. It turned
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out that, between 1981 and 1985, Bofors had shipped tons of propellants and
explosives to Iran via East Germany. Two investigations of the company’s top
management in 1988 and the mid-1990s ended, however, by acquitting the
managers." The failure of the Indian deal increased the pressure on VOEST-
Alpine. Encouraged by the excellent results of the technical testing run of the
GHN-4s by the Indian military, the company had been producing a stockpile
since 1984 to meet the obligations of what was thought to be an “almost cer-
tain contract expected from the subcontinent.”*

Nothing came of it all. Since the company had obtained the license to
produce the GHN-4s, the only contract that had been fulfilled using that
license was the delivery of ten howitzers to Thailand. Business deals with
Saudi Arabia, Somalia, and Nigeria had fallen through,*® but the so-called
Jordanian deal was finalized, following a state visit by Kreisky. Between
October 2 and s, 1980, the chancellor met with King Hussein, Crown Prince
Hassan, the prime minister, and several ministers. One of the members of the
Austrian delegation was the Director General of Hirtenberger AG, Herbert
Hadwinger.™ At a press conference held during the state visit, Kreisky stated
that “tanks only play a subordinate role.” Even though tanks were on the list
of goods to be exported, the press reported Kreisky as having maintained that
“he does not negotiate arms exports on principle; this would be a matter for
the respective firms.”>* At any rate, a sales contract was finalized on February
8, 1981, between VOEST-Alpine and the Jordanian Defense Ministry for the
delivery of 200 GHN-45 howitzers, 221 spare cannon barrels, s gun mounts,
and 700,000 shells.’

There had been no legal reservations about this deal, even though on
September 22, 1980, a war had broken out not far from Jordan, between Iraq
and Iran, and it was known that the kingdom supported Iraq. It was also no
secret that a permanent state of tension existed between Jordan and Syria.>*
In 1980 Steyr-Daimler-Puch AG had submitted an application for a license
to export sixty tanks and ammunition, and no objections had been raised by
the Federal Office of the Chancellor. Even the end-consumer certificate was
considered to be “not necessary.”" In fact, a large share of the arms was shipped
to the Saudi port al Qadimah on the Red Sea,® from where the war material
made its way to Iraq.”” This situation certainly did not go unnoticed by the
Austrian authorities. When Interior Minister Lanc visited Baghdad in April
1981, the minutes of the meeting note that President Saddam Hussein raised
“the question of artillery” and said that “if supplies do not arrive immediately,
indeed they are quite overdue, then this will become an important matter
in the realm of politics. Any healthy and friendly relationship would be put
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to the test by such bilateral matters.” Lanc answered that “the artillery items
were meant for Jordan” and then explained the “regulations regarding the
position of Austrian neutrality.” When Saddam Hussein then asked “whether
the delivery could be accelerated if it were to go to a country other than
Jordan, since the US might also have objections to Jordan,” Lanc answered
succinctly that “this was not where the problem would lic.”® Lanc recalled
this conversation in a 2011 interview:

Saddam Hussein complained that we were not supplying Iraq with artil-
lery. Then I said that the only chance for a neutral country would be to
supply both of the warring parties—now that the war between Iran and
Iraq had broken out. I told him that we would be glad to deliver but that
Iran was also knocking on the door. I couldn’t see any sense in having us
make money so that even more Iraqis and Iranians would die—simply
to get out of the situation in a neutrality-compliant fashion by supply-
ing both sides. He could not then say “I don’t care”; instead he accepted
it between two pufls of a Havana cigar.™

The Noricum Scandal

In fact, Iran had indeed signaled its interest in Austrian war materials just about
the time Lanc was visiting Iraq. On March 31, 1981, the head of the Austrian
mission in Iran was summoned to the Iranian Defense Ministry, where the
deputy defense minister asked him “whether Austria would be willing to
supply Iran with weapons and ammunition (a) at short notice and (b) after the
war with Iraq has ended.” The Iranian government was aware “that Austria is
a neutral country; however, when considering its answer, Austria should take
into consideration that Iraq was the aggressor and Iran the country that was
being attacked and thus had to defend itself. Therefore, Austria should help
the Islamic Republic of Iran. Should a direct delivery not be possible, it could
consider shipping through a third country.” The Austrian diplomat mollified
the situation by referring to the country’s neutrality and stating that the
matter of arms deliveries could only be reevaluated once the war had ended.'®
However, it never came to this. Only two years later, on January 20, 1983, the
Iranian ambassador to Austria presented a “démarche” from his government.
The diplomat declared that “his government was in possession of information,
according to which Austria intended to deliver war equipment, namely track
vehicles and artillery, to Jordan. . . . The Iranian government also possessed

sound evidence that this war equipment would be sent on to Irag. . . . Should
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Austria be unable to respond to the request to prevent the transfer of the
aforementioned war material to Irag, then it would be acceptable to those in
Teheran if Iran were also given the opportunity to receive war materials from
Austria, even if the Iranian government chooses not to pursue this initially.”**"

Iran is reported to have subsequently issued major threats: a negotiated
oil compensation deal worth 21 billion shillings remained unsigned, and
negotiations on business projects with several Austrian companies were
broken off!** “Iranian representatives complained bitterly that Austrian war
material was ‘blowing up in the face’ of Iranian fighters, [material] that had
previously been delivered in good faith to Jordan and then sent on to Iraq
without our knowledge,” recalled Peter Unterweger. “They made it very clear
that they also wanted to receive the GHN-45, combined with the ‘unspoken’
threat of subjecting economic relations with Austria to a ‘critical’” evaluation.
Generally, this caused quite a flap, along the lines of ‘what do we do now?’
Then the idea emerged to deliver to a third country. This was the consensus
reached by everyone involved, even though no one ever said: That will work!
Do it like that! Who could this country of destination be? And it was here that
at some point the topic of Libya arose.”'®® The marketing director of Noricum,
Gaan Eisenburger, who took part in the negotiations with Iran, reported in his
memoirs (published in 2021) how “absurd” the whole thing seemed to him.
But it was also clear to him that the sale of the howitzers let VOEST “work
without worry for many years”: “I was not inclined to sentimentalitics. But I
knew that jobs were a political calculation and that with this deal, we could
protect entire factories from closing”’** According to Eisenburger, Libya
agreed to serve as an intermediary for a two per cent commission.'® There
were to be no direct deliveries, payments, or contacts between Austrian and
Iranian institutions. Noricum got a “green light” only for this one situation.'®

According to the case put forth later by the state prosecutor’s office,
Noricum was interested in selling to Iran following the failed deal with India,
and all the more so since weapons “valued at about 1 billion s[hillings] had
been produced in advance in Liezen and no other potential customers were in
sight”’¢’ Initial contacts had been made in 1983, and a contract was concluded
with the Iranian Defense Ministry on April 29, 1984. In all, 200 GHN-45
howitzers, 200 spare cannon barrels with interrupted screw breeches, 120 spare
barrels with muzzle brakes, supplies, and 190,000 high explosive shells were to
be delivered between June 1985 and May 1988.' Of this order, 180 howitzers,
60 barrels with interrupted screw breeches, 120 barrels without interrupted
screw breeches, and 98,000 high explosive shells were actually transferred in
eight separate shipments.® After it was forced to grant discounts and after
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the deal ended prematurely, VOEST-Alpine only made a profit of 3.3 billion
shillings instead of the originally expected 6.8 billion.”°As the report of the
import-export expert in the Noricum case spelled out in 1989, the loss for
Noricum amounted to 36.5 percent: “For VA [VOEST-Alpine] and Noricum
together the result must have been just a tad positive or at least only slightly
negative. Had the deal been terminated earlier to escape the risk of being
caught, the result would have been worse due to the advance payments. . . .
Leaving aside the performance bond and the discounts, Noricum and VA can
be said to have got off fairly lightly” Noricum and VOEST-Alpine had thus
mancuvered themselves into an “almost hopeless situation.””" Furthermore,
just under 8oo million shillings—commissions of more than 20 percent—had
apparently gone abroad between 1985 and 1987, although the background of
many payments remained “unaccounted for”"”? That commissions were paid
was a fact, according to Unterweger, but the actual amount doing the rounds

was wrong:

It is known after all that we also paid commissions for the deal to lob-
byists and to our representatives. Naturally, these were included in the
selling price. The court later traced all of the channels via which com-
missions were paid. They came to 10 percent of six billion shillings. In
various branches and trades (insurance companies, banks, etc.) 20 to 25
percent is paid for the conclusion or the brokering of deals. Therefore,
the size of commissions in the case of the Noricum deals was relatively
small and on the customary scale—when compared, for example, with
what was paid for complete industrial plants in Asian or African coun-
tries. When a steel mill was to be built for 16 billion, then 10 percent was
also paid. At any rate, no commissions were ever paid unless there was

something to show for it.””?

As mentioned ecarlier, Libya acted as the feigned addressee for the first six
shipments of the arms order. In his position as state secretary in the Federal
Ministry of Trade, Commerce and Industry, Erich Schmidt (SPO) traveled to
Tripoli beforehand on December 1, 1984, supposedly to help finalize a contract
for Noricum howitzers. The state prosecutor’s office later determined that,
“tellingly,” Schmidt held no talks or negotiations with Libyan representatives
and left Libya “with no results.”” In fact it was another member of the dele-
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gation to Libya, namely Unterweger, who finalized the deal with Gaddhafi:

Schmidr asked me: “What am I actually doing here?” Yet “politically” it
was suggested that someone of ministerial rank should fly with the qua-
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si delegation to give the “baby” a name, and that person was Schmidt.
We were separated at Tripoli airport, and I alone worked out the details
with Gaddhafi. For this I was hauled all over the place blindfolded—
the destination was a gigantic tent in the desert. I remember that the
Italian journalist Oriana Fallaci was leaving the tent when I arrived. She
had just had a conversation with the revolutionary leader. I was there for
about half an hour, drank tea, and received a handshake. And at the end
I was handed a contract bound in green.””

The first reports that Noricum was supplying Iran instead of Libya were sent
in July 1985 by the designated Austrian ambassador to Athens, Herbert Amry.
In four telexes to government offices, he reported the complaints of an Iranian
middleman who had been excluded from the artillery deal and summarized
the results of his own investigation into the matter as follows: the weapons
deal was said to be “one with Iran, it was negotiated with Iran and the deliver-
ies went there. . . . Thus, it was Iran who paid VOEST, from which it became
evident enough that Iran was also the contractual partner. Libya appeared nei-
ther to have paid for nor received the goods. Iran was the contractual partner
and therefore the payer and receiver””” A short time later, during the night
of July 11, 1985, Amry died of a heart attack following a reception at the em-
bassy.”® Because “no conclusive suspicion” resulted from Amry’s information,
according to the minutes of the questioning of Interior Minister Blecha con-
ducted later, in 1989, “it was therefore decided to confront the managers with
this suspicion, and to have those documents inspected by a shareholder repre-
sentative, who would report whether the deal in question was one with Libya
and whether the goods were actually delivered to Libya.”"”

On July 11, 1985, Noricum management presented the contract with Libya
and additional documents to the federal minister responsible for the OIAG
state industry, Ferdinand Lacina (SPO). The results of the inspection were
noted in a memorandum: “The inspected papers indicate a deal exclusive-
ly with Libya. No evidence could be found that would appear to justify the
doubts that have arisen. No indication emerged of incorrect behavior on the
part of the Noricum management.”™ On July 12 the Foreign Ministry certi-
fied that the Libyan end-consumer certificate was to be “considered as suffi-
cient,” whereupon a short-term and voluntary suspension of delivery was lifted
and shipments were resumed.™

A few weeks later, the arms deals became the focus of public controversy for
the first time. On August 30, 1985, two journalists from the magazine Basta™
gained access to a Noricum container awaiting shipment at the Yugoslavian
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port of Kardeljevo—today Plo¢e—and supposedly destined for Libya. At the
end of the gun barrels in the container hung instructions on how to properly
unload them. The text was not in Arabic, but in Persian.”®® Later a “sham un-
loading” of the goods was organized on October 3, 198s, for the Austrian trade
delegation in Tripoli, in order to prove that Libya was indeed the country of
destination for these arms. ('This container was later loaded back onto the ship,
which then sailed off in the direction of Iran.)"®* Yet doubt still remained. In
February 1986 Chancellor Fred Sinowatz was asked, in allusion to a quote
from Bruno Kreisky: “Do you prefer a few dead Iraqis over a few hundred
unemployed?” Sinowatz denied this emphatically: “All leads in this direction
have been checked and proven inconclusive. I do not know of any arms ship-
ments to Iran, Iraq, or other warring countries. You surely don’t believe that we
would not go directly to the federal prosecutor if we knew something.”'®

Actually, the Basta journalist Burkhard List took precisely this step. Fol-
lowing his report, the first investigation of Noricum managers was initiated by
the state prosecutor’s office in Linz, but it was discontinued on April 30, 1986.
In the meantime, the export license for Libya had been revoked. According
to Interior Minister Blecha, “the reason was the crisis in the Mediterranean
region, particularly the actions taken by the US against Libya, which were
triggered by the Vienna and Rome airport terrorist attacks on December 27,
1985.”"% But this did not stop a partial shipment arriving in Iran in June 1986.
The rest of the order was fulfilled by shipments with falsified papers registering
the countries of destination as Argentina, Thailand, Brazil, Bulgaria, Poland,
and Egypt, for which approval notices were issued until Iran refused to accept
the ninth partial shipment in late 1987 when it was denied a discount.”

One of the people playing an important role in concealing these deals was
the Syrian arms dealer Monzer al-Kassar, who had already established a branch
of his business in Austria in the early 1980s.® In 1983 the trading company
Alkastronic was established at Zelinkagasse 2 in Vienna. According to the in-
vestigation by the Austrian national police, this company was “chiefly active in
mediating arms deals.”" The activities of al-Kassar, who was also thought to
be heavily involved in drug dealing and international terrorism,”® caused harsh
international criticism of Austria.'”! At the end of December 1985, the author-
ities intervened. The premises were searched and Alkastronic was closed. The
former Interior Minister Blecha later emphasized: “I never met al-Kassar per-
sonally, but I knew of him through all sorts of reports. We did everything we
could to get rid of him, and eventually we succeeded. Al-Kassar was furious
with us, as far as I know.” Even after Alkastronic was shut down, al-Kassar

continued to be an important business partner for handling arms deals with
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Iran. In carly 1986 his firm Overseas Company, based in Poland, transacted an
“Argentina deal” for 18,000 shells produced by Hirtenberger for a 5 percent
commission. The actual buyer was Iran, while Hirtenberger acted as the sub-
supplier for Noricum.”? In January 1985 and October 1986, Noricum managers
met al-Kassar in Marbella, Spain, for the purpose of obtaining an Argentinian
end-consumer certificate for a partial shipment of sixty GHN-45 howitzers.”
Overseas Company is said to have received a commission of 41.7 million shil-
lings for this.”> As Unterweger confirmed in an interview, al-Kassar was a use-
ful contact owing to his connections with decision-makers worldwide. “His
contacts ranged from the Saudi royal family, where he also worked closely
with Adnan Khashoggi,” to Libya and even to what was then still Commu-
nist Poland; ditto for his South American contacts, such as in Argentina or
Paraguay, which were excellent. He had the status of a highly paid global lob-
byist. I met him in person twice in Spain. No other form of communication
except a face-to-face conversation was possible for him for security reasons.”””
In 1986/87 al-Kassar used the company Cenzin, which belonged to the Polish
Foreign Trade Ministry, as the buyer for a “Poland deal” with Hirtenberger for
50,000 high explosive shells, propellant charges, and propellant cartridges.””®
Such modi operandi held no negative consequences for al-Kassar, as the task
force on fighting terrorism reported in 1988: “Despite extensive information,
the courts do not intend to take any steps against al-Kassar.”"’

On the basis of information supplied by Gernot Preschern, a manager in-
dicted for very costly oil deals, a judicial investigation of al-Kassar was revived.
An article that appeared in Basta on December 23, 1986, named Preschern as
an informant of the previous reports on the VOEST-Alpine’s deals with Iran.
The investigation that had been formally closed was now continued informal-
ly, and preliminary investigations against VOEST and Noricum managers
started.”® In mid-June 1987 Preschern submitted an affidavit he had written
in 1986 and had left in the possession of a notary*” On March 3, 1989, the
state prosecutor’s office pressed charges against eighteen defendants,”** while
in November of that same year a parliamentary committee of inquiry started
its work—a committee that had been established with the votes of the OVP2
FPO, and the Griine Alternative (Green Alternative) against SPO opposition.
The committec’s final report of April 3, 1990, concluded that political respon-
sibility had been violated on five counts: “1. By the untruthful answering of
parliamentary inquiries and incorrect statements to Parliament; 2. By toler-
ating the coordination difficulties between the ministries responsible for up-
holding the War Material Act on exports; 3. By failing to deal with seriously

suspicious facts in the analysis of the state prosecutor’s office; 4. By supporting
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a questionable company policy of state industry in critical areas; s. By failing
to make the necessary changes to the regulation relating to the War Material
Act”? The committee found that “the Austrian authorities had been supplied
with an immense amount of information indicating a ‘diversion” of weapons
exports to the warring countries of Iran and Iraq”*®

In addition to domestic and international press reports, many foreign states
sent communications to Austrian diplomatic representations, and foreign
diplomats visited the Interior Ministry and the Foreign Ministry in Vienna.
For example, in 1986 the Austrian ambassador in Washington was presented
with satellite photos proving the deployment of GHN-45 guns in Iran.*
The following year the Austrian ambassador to Iraq, Georg Potyka, reported
that the deployment of GHN-45s on both sides of the Iran-Iraq War made an
ambivalent impression: “The Iraqi military appreciates their own artillery, but
what the inhabitants of Basra understand as an ‘Austrian’ is a strike by a heavy
Iranian shell.”*" In late September 1987 the ambassador in Riyadh reported on
a conversation at the Foreign Ministry there:

(1) The Saudis possess information indicating that the Austrian state-
owned company VOEST-Alpine, by way of its subsidiary “Noricum,”
has delivered approximately 200 pieces of heavy artillery via Libya to
Iran. . .. (2) We are “most concerned” about this and would see it—
insofar as it is true—not only as an unfriendly act but even as a direct
threat to the security of Saudi Arabia and other Gulf States. . . . (s5) Ev-
eryone knows that Libya supplies Iran with weapons. Thus it is very
surprising that Austria, despite its good relations with Saudi Arabia and
other Arab countries, is allowing Austrian weapons to be sent to Iran via
Libya. ... (8) It certainly must be clear that it is precisely these Austrian
cannons that have been deployed for months against Basra and are re-
sponsible for the killing of thousands of civilians and innocent people.
(9) We cannot understand why peaceful Austria is not helping to end
the war instead of prolonging it by supplying Iran with weapons.*”®

Such information corroborated original suspicions but, as the investigating
committee stated, “apparently economic and labor considerations continued
to take priority and the actual level of information was often covered up by
referring to a misconceived necessity for secrecy.”?”

Following the inquiry into the scandal by parliament, fourteen managers
were charged and convicted in 1991 for “Neutralititsgefihrdung” (endanger-
ing neutrality), specifically for having violated the War Material Act. Two
years later, the Austrian Supreme Court granted their appeal, which led to re-
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duced sentences and seven acquittals. The so-called Politicians Trial then took
place in 1993. Former Chancellor Sinowatz, former Interior Minister Blecha,
and former Foreign Minister Gratz were acquitted of the charge of abuse of
office and of contributing to the endangerment of Austria’s neutrality, while
Blecha alone was convicted of falsifying evidence and concealing documents,

20 In 2008 Blecha maintained

for which he received a suspended sentence.
that the federal government had followed “the strict Austrian regulations for
arms transport” not to deliver to warring countries. “The fact that the delivery
never went to Libya but landed in Iran is something I could not have known.
Chancellor Sinowatz did not know this, nor did Foreign Minister Gratz. This
is what I tried to make clear to the public. Through a variety of channels, many
products of neutral countries ultimately ended up where they were needed,
that is, where there was war. But Austria did not sell its Noricum artillery to

. I
warring partles.

Conclusion

In the wake of the Noricum scandal, the importance of arms production in
Austria waned rapidly. In 1989 SIPRI ranked the country at fourteenth place
among the leading arms exporters of industrial nations with $151 million total
revenue between 1984 and 1988. (In comparison, the United States exported
arms in that same period worth $26,819 million, followed in second place by
the Soviet Union with $17,923 million.)*? In 1994 the revenue of the Austrian
arms industry only amounted to 1.4 billion shillings, as compared with 7 bil-
lion in the early 1980s.”* In 1989 Noricum Maschinenbau und Handel GmbH
was renamed Maschinenfabrik Liezen GesmbH. Arms production was dis-
continued due to steadily decreasing demand, and Hirtenberger was sold to
a private businessman, who dramatically reduced production. Steyr-Daimler-
Puch began being carved up into several independent companies in 1987. Oth-
er businesses like Assmann went bankrupt, and Dynamit Nobel switched to
the production of non-military goods. By the early 2000s this left only a few
hundred people employed in the Austrian weapons industry, and the annual
exports that had once been worth up to €500 million shrank to a tenth of this
amount. 2

According to a SIPRI report, Austria ranked in twenty-seventh place for
worldwide arms production (0.14 percent) in 2009. The five largest weapons
exporters were the United States (30.01 percent), Russia (19.74 percent),
Germany (10.92 percent), France (8.18 percent), and Britain (4.52 percent).”®
In 2014, Steyr-Panzerwerk SSF in the Vienna district of Simmering—the last
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component of classic Austrian arms production—stopped manufacturing
tanks.”® For the daily newspaper Die Presse, the fact that neutral Austria
was still considered a “home for large weapons” despite the downward
spiral of development represented one “of the many Austrian paradoxes™
“it is in this small country, of all places, with its ‘perpetual neutrality’ and
one of the strictest weapons laws, that two of the most successful weapons
manufacturers in the world are based: Glock in Lower Austria, whose pistols
are used worldwide by police units; and Steyr Mannlicher, on whose Armee

)*” militaries and special units

Universalgewehr (AUG, army universal gun
depend in 30 countries across the globe, while hunters in even more countries
depend on its well-made hunting rifles.”*®

Domestically, the Noricum case was a symptom of what would become a
decade of political and economic crises after 1980 and contributed to Austria’s
acquisition of the dubious epithet “republic of scandals.” Other scandals during
this period involved the construction of the Allgemeine Wiener Krankenhaus
(1980), the international isolation of Austria due to the candidacy of Kurt
Waldheim for president (1986), the “wine scandal” (198s), the housing
scandals (1982, 1989), and the “Lucona scandal.”®” Together they shook the
public’s trust in the established political parties and helped steer support in the
direction of right-wing populism.” The loss of the party’s absolute majority in
1983 meant the end of the Social Democratic hegemony that had begun with
the election victory of 1970. In 1986 the party landscape would anyway change
fundamentally with the entry for the first time of the Griine Alternative party
and the rise of the FPO under the leadership of Jorg Haider.” In addition
to the many corruption scandals, this shift was also considerably accelerated
by the continued decline of the OIAG. In 1985 the financial participation
of the VOEST-Alpine AG in the planned Bayou steel mill (US) incurred a
loss of s billion shillings, while the oil speculation losses of the Intertrading
subsidiary amounted to 4.3 billion shillings. The annual loss amounted to 12
billion shillings, whereby the Austrian taxpayer, through state guarantees, had
to shoulder the debt burden of 71 billion shillings (excluding interest).?**

For this reason, in 1986 Chancellor Sinowatz began a far-reaching reform of
the OIAG, which overhauled the company structure and pushed out political
influence.”® In the longer term, Austro-Keynesianism and its nationally
oriented focus on increased spending and job security were replaced by
neoliberal concepts, namely privatization, deregulation, and the reduction of
the public sector, as a consequence of advancing globalization and European
integration.?” Thus the OIAG was subjected to an “overhaul” or restructuring
between 1986 and 1992. This was a preliminary step toward the first wave of
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privatization between 1991 and 1995, a process that was de facto completed
in 20052 At the beginning of 2015 the Austrian state holding company
still owned 52.85 percent of Post AG, 315 percent of OMV (formerly:
Osterreichische Mineraldlverwaltung), and 28.42 percent of Telekom Austria,
among other companies.”?® In 1980 a total of 630,000 people were employed
in the 6,846 industrial companies of the OTAG—a number that represented
22 percent of total employment in Austria—and they produced 30 percent
of the gross domestic product.””” In comparison, only so,000 people were
still employed within the OIAG framework by 1998. In the case of VOEST-
Alpine, the OIAG ownership share had shrunk to 2.25 percent by 2004. In
late August 2005 all remaining shares were sold; the current voestalpine has
been in private ownership ever since.”®

In conclusion, let us return to the expansion of Austrian arms production
at the end of the 1970s. This expansion clearly failed to achieve its main goal,
namely to help stabilize the OIAG financially. Since arms production was
geared to the export market from the start, conflict often ensued between
cthical concerns and economic considerations as a result of existing Austrian
law and the country’s neutral status.”? There can be no doubt that a series of
controversial exports, especially to Latin American military dictatorships and
autocracies in the Middle East, damaged Austria’s credibility as a neutral and
peaceful force in international affairs.*° On the one hand, the repercussions of
the Noricum scandal, as a result of the unlawful supply of weapons to warring
nations, eventually helped enhance the options for the structural reform of the
OIAG. On the other, however, these events must be seen in the context of
the gradual decline of nationally focused Austro-Keynesianism and they shed
light on the political and economic changes of the 1980s.
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Tanks for the Shah
Iran, the Leopard II, and Arms Exports in the Era of Oil Shocks

BETTINA WEISSGERBER

When in the 1970s the government of Iran under Shah Mohammad Reza Pahlavi submitted
a request in Bonn regarding the export of state-of-the-art tanks, this posed a problem to the
Social Democrat-Liberal government under Federal Chancellor Helmut Schmidt (SPD). Torn
between its previous policies on weapons exports, the interests of the country’s energy supply,
and the foreign policy challenges of the Cold War, the federal government struggled internally
to find an answer for Tehran. Simultancously the occasion of the Iranian tank request was used

in order to internally question West Germany’s armaments policy.

Willy Brandt’s government (1969-74) proudly bore the mantle of reform,
“daring more democracy” at home while pursuing détente internationally.
After a year and a half of deliberations, Brandt’s cabinet endorsed a landmark
reform to West German export policy in June 1971: the articulation of
“Political Principles” governing the export of war weapons and other military
matériel. Although they represented an administrative form of control rather
than a legislative barrier, the Political Principles tightened several loopholes
in the 1961 War Weapons Control Act and deepened West Germany’s
constitutional commitment to avoid stoking wars of aggression. The relatively
permissive export regime of the late 1960s gave way to a period of tight
restrictions on the sale of arms and military equipment outside the framework
of the North Atlantic Treaty Organization (NATO).

Whether the Political Principles could withstand the strains of geopolitical
shock remained to be seen. The quadrupling of oil prices in fall 1973, during
what turned out to be the final year of Willy Brandt’s chancellorship, gave rise
to great anxieties in Bonn about how to secure vital energy supplies—and how
to pay for them. A grand bargain with an oil-supplying country, exchanging
guaranteed oil access for advanced military hardware, would serve to alleviate
both supply and balance of payments concerns. As it happened, the govern-



ment of Iran under Shah Mohammad Reza Pahlavi had set its sights on West
Germany’s Leopard II tank—then still in development—and in spring 1974 it
submitted a request to outfit the Iranian army with these highly promising of-
fensive weapons. Brandt’s flailing and desperate administration, hoping to lock
in oil supply contracts, did not say no.

Following Brandt’s resignation as chancellor in May 1974, it was left to his
successor, Helmut Schmidt, to take a more sober look at the implications of
the Iranian request. This chapter, adapted from a dissertation on the Schmidt
government’s Iran policy, presents a case study in West German export con-
trols.! The central finding is that bureaucratic chaos made it nearly impossible
for Schmidt’s government to define a clear and consistent line toward Iran’s
arms requests. Sometimes the Bonn ministries treated the Political Principles
as infinitely malleable; at other times they expressed grave concerns about the
precedent that might be set by equipping the Iranian army with Leopard II
tanks. Decisions were avoided, then taken, then rescinded, then reconsidered
again in a manner that thoroughly exasperated the Iranian side. Because the
entire discussion took place behind closed doors, it was all the casier for the
key players to avoid taking responsibility. In the end, Schmidt’s cabinet ap-
proved a “terrain paper” that slightly loosened how the Political Principles
might be applied. Yet it was too late for the shah’s government, which fell vic-

tim to chaos of its own amid the revolution of 1978—79.

Military Ties between Bonn and Tehran

Bilateral relations between West Germany and Iran had their roots in imperi-
al Germany, and by the 1920s, arms cooperation had become a dimension of
those relations.” When the US military government in Stuttgart made a prop-
erty available for the opening of an Iranian consulate in 1946, Iran became one
of the first to send diplomatic personnel to war-torn Germany and to open a
consular office there.

In 1965 the Iranian government began purchasing material in West
Germany with which to produce infantry weapons and ammunition. It also
bought production facilities for this purpose, as well as infantry weapons
ready for use.® A year later, the German government granted Iran equipment
aid amounting to 40 million deutsche marks (DM). This financed the
establishment and the maintenance of production facilities to manufacture
replicas of the G3 automatic rifle and the MG3-A1 machine gun, as well as
partial deliveries of these products and machine tools for maintenance and

repair. The G3 was made by the German company Heckler & Koch, and
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from 1967 onward was manufactured by the Mosalsalsasi Weapons Factory,
a state-owned enterprise of the Iranian Defense Ministry. The German
military, the Bundeswehr, also began using both weapons, the G3 and the
MGs3-A1 produced by Rheinmetall, around the same time. The cost of training
soldiers to use these weapons was also a component of Germany’s aid to the
Iranian government. This proliferation practice led to a situation where it was
German, not US, equipment that dominated in Iranian military production
facilities in the 1970s.4

Initially little changed in the close cooperation between Iran and West
Germany after the Social Democrat Helmut Schmidt took office as German
chancellor in May 1974. Even the protests against the shah in Berlin in 1967,
in the wake of which German-Iranian relations had reached a low point,
did not fundamentally change anything in the arms cooperation policy. In
the mid-1970s the federally owned machine-building concern Deutsche
Industricanlagen AG (DIAG) participated in the building of an industrial
infrastructure for the manufacture of ammunition, anti-tank missiles, carbine
rifles, and machine guns. DIAG received contracts encompassing a volume of
around 15 billion DM.® In 1974 the German government approved a training
program for the Iranian military worth 10 million DM to be conducted by
the Federal Ministry of Defense. In October of that year, moreover, the
government gave the go-ahead for the export of production facilities for
bazookas to the tune of 283 million DM

The Iranian interest in German arms products reached a preliminary high
point with a request for the delivery of Leopard tanks in 1973/74. This came
at a time when, following the protests against the shah in Berlin, the West
German government was still trying to smooth over the diplomatic ructions
this had caused with Tehran. At the same time the economy and industry were
suffering from the effects of the oil crisis. In that respect the Iranian request for
the delivery of this complex military weapons system was no coincidence. For
Tehran this scemed an opportune moment to persuade the Germans to deliver
fully mounted tanks, which had until then been ruled out by the restrictive
policies of all previous West German governments.® Another factor was the
expertise in defense policy that Chancellor Schmidt had gathered as defense
minister in the cabinet of Willy Brandt between 1969 and 1972, which the
Iranians now hoped would improve their chances of receiving tanks from
Germany.’

Whereas in the 1960s Iranian interest in arms purchases from West
Germany had focused on the Leopard I tank, their interest now shifted to
its successor model, the Leopard IL. There were a number of reasons for this.
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First of all, according to the plans of its manufacturer, Rheinmetall, this was
to be one of the most modern weapons systems of its generation. Second,
there were plans afoot to adopt the Leopard II for use by the Bundeswehr as
a standard weapon system. The shift in Iranian interest to the new model was
thus due not only to the Leopard II’s greater range of applications but also
to the Bundeswehr’s plans to use this tank itself. This was an aspect that was
repeatedly to play an important role in Iranian government decisions about
all arms projects. If the weapons systems that Iran purchased were also being
used by other members of the NATO, then this would underline Iran’s status
as a preferential partner in the alliance’s arms policy and thus cast a favorable
light on the Iranian government. In addition, the shah considered it politically
important to have weapons on a par with the state-of-the-art Western standard
in order in this way to achieve a system standard compatible with NATO
equipment. Given the lucrative oil deals in which Iran was engaged and the
generally hard line of the Iranian government with respect to pricing, Iran was
not short of funds to finance these expensive ambitions.

Openness in Bonn: The “Lion of Persia” Project

The first talks on possible conditions for supplying tanks took place in Bonn
in March 1974 between Schmidt’s predecessor Willy Brandt (likewise a Social
Democrat) and Iranian Prime Minister Amir Abbas Hoveyda. At that point,
it was still unclear which tank model or which other weapons systems were
involved. Pro forma, at least, the German government signaled great openness
vis-a-vis Iranian wishes. At the German-Iranian investment conference in
Tehran at the end of April 1974, then German Minister of Economics Hans
Friderichs of the liberal Free Democratic Party told the shah that the West
German government was prepared to grant German firms “a general license” to
enable them to begin “developing production in Iran for the Iranian military.”*
This generous attitude on the part of the German minister of economics
corresponded with “the shah’s proposals”; moreover, “the decision about types
of weapons and weapons systems” would rest entirely with the Iranian head
of state. The only plausible explanation for this extraordinarily lax attitude on
the part of the German government with respect to weapons export licenses
must have been the oil crisis, which in 1973/74 had plunged West Germany
and all of Europe into major difficulties regarding their balance of trade. As
senior officials at the German Foreign Office put it, the generous approval for
the export of the Leopard II had been granted “not least in the interests of
the country’s energy supply.” Therefore, so they argued, “everything should be
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done to ensure that German-Iranian cooperation is successful including in the
field of armaments.” In fact, this cooperation turned out to be such a success
that the Foreign Office recommended “becoming far more closely involved in
the preparation and implementation phases to save the Iranians making wrong
decisions and to avoid any glitches.”

Until 1979 the repeated criticism by human rights organizations of the
conduct of the Iranian government under Shah Pahlavi did not at any time
play a role in the question of arms sales to Iran. At any rate, neither the
relevant Foreign Office documents, nor the correspondence with the embassy
in Tehran, nor the communication between ministries yield any hard and
fast evidence of discussions to this effect. For Chancellor Schmidt, securing
Germany’s energy supply was a top foreign policy priority. Indeed, Schmidt
generally cast German foreign policy very much in economic terms, regarding
it, alongside security issues, as primarily a matter of foreign finance and trade
policy.

The chancellor’s decisions with respect to arms policy were thus often
shaped purely by security or economic considerations. Voices demanding
an embargo on imports of raw materials from states that were undemocratic
or did not sufficiently respect human rights were repeatedly dismissed by
Schmidt. In his view West German foreign policy should be guided by
Germany’s own needs in a manner akin to traditional interests-driven policy,
and securing international peace and a maximum of political stability through
a balance of power was part and parcel of this. During and after his period
in office as chancellor, Schmidt repeatedly argued for a neutral foreign policy
geared to national economic interests." For Schmidt, his personal or moral
evaluation of a government or a regime was more or less irrelevant.

During his period in office as chancellor he paid only one official visit
to Iran: a thirty-six-hour stopover on the way back from a trip to China in
November 1975. The opinion of the Iranian government and the shah’s
administration that Schmidt expressed following this visit was not exactly
flattering.”” Nevertheless, German and Iranian companies engaged in extremely
close economic cooperation under the Schmidt government. By 1975 the
volume of foreign trade between West Germany and the Imperial State of Iran
had reached its highest level since 1949, amounting to some 5.2 billion DM;
Iran thus rose to become Germany’s most important non-European foreign
market after the United States.” Leaving aside trade with the United States
and West Germany’s European partners, West Germany had more intensive
ties with Iran than with any other country." Schmidt was anxious to avoid any
threat to stable oil production and transport routes at all costs. In his view this
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entailed, above all, ensuring peace in the Persian Gulf, which could only be
guaranteed through a militarily strong Iran.®

Disappointed Expectations

In Bonn the realization soon dawned, however, that the promises that Eco-
nomics Minister Friderichs had made to Iran might have rather far-reaching
consequences. Initially, there was no fundamental attempt to back-pedal but
merely a decision to handle the matter “discreetly,”’® away from the public eye,
in other words. Internally, though, the Foreign Office pointed out that for all
its generosity “in deciding to intensify military cooperation with Iran, the gov-
ernment had gone down a road that might have implications for German arms
exports policy as a whole” Bonn was thus perfectly aware that Friderichs’s
promise had the potential to permanently shift Germany’s previously restric-
tive line. By that point it would scarcely have been possible to find plausible
arguments for backing off. But having recognized the danger, the state secre-
taries of the ministries involved in questions of arms exports agreed internally
with their respective ministers to try to defuse the situation as far as possible. A
general retraction by Bonn of the promised export licenses even for heavy war
weapons would not be easy without a loss of face. Instead, in line with their
internal resolution the state secretaries now definitively supported only the li-
cense to manufacture weapons in Iran and not the export of complete weapons
systems.” This was confirmed in a personal conversation with the shah by the
West German ambassador in Tehran shortly after he assumed office.”

In summer 1974, however, things came to an impasse in Bonn. This may
have had partly to do with the new government and the summer break; at the
same time, it revealed a method that, paradoxically, was simultancously cul-
tivated and resisted by the German Foreign Office: to allow unpopular de-
cisions and the projects tied to them that promised little diplomatic gain to
simply run aground in Bonn’s ministerial bureaucracy. Concurrently the idea
of granting a general license to Iran to build tanks came in for mounting crit-
icism. Despite the appearance in the news magazine Der Spiegel (whose staff
were known to have excellent contacts in government circles) of a report about
the planned tank project,” the public debate about the Iran deal remained a
good deal quieter and less emotional than in other cases. The intensive debates
that did take place did so behind closed doors within the ministries concerned.

Although various doubts were voiced on quite a number of occasions about
Chancellor Schmidt’s restrictive approach to the export of heavy military
equipment, the example of the planned tanks sales to Iran demonstrates that
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the Chancellor’s Office simply put its foot down when it came to the export
of complete combat vehicles. “On no account,” the Chancellor’s Office stated
in a departmental meeting at the Ministry of Defense at the end of September
1974, should “the supply of entire weapons systems, whether Leopard I or II,
be made possible.” This position was shared by the Foreign Office. Its state
secretary, Walter Gehlhoff, noted with respect to the same conversation that
“our interest” lies in “deliveries as small as possible; complete deliveries are en-
tirely ruled out” Although the representative of the Ministry of Economics
Detlev Karsten Rohwedder took a more open view, emphasizing West Ger-
many’s vulnerability with respect to energy, Bonn’s line on the matter was now
clearly marked out, despite some differences of detail within the ministries. It
was also agreed that Iran should be steered more in the direction of the old-
er Leopard I; morcover, the general disgruntlement about the Iranian govern-
ment’s failure to come up with a promise of cheaper oil and gas supplies was
conspicuous.

In Tehran, too, dissatisfaction was growing over the German government’s
inflexibility. Apparently, following the impact of the oil crisis, the Iranian
government had expected the Germans to respond more quickly with a firm
promise to deliver tanks. Iranian military planning for 1977/78 was working
on the premise of being able to introduce and use the new tank model and
generally of being able to deploy fully fitted vehicles, rather than merely re-
ceiving a license to build them. This expectation resulted not least from the
major shortage of skilled workers in Iran and its inadequately trained military
personnel, which would not be readily able to assemble and propetly handle
a state-of-the-art, complex weapons system like the Leopard II. In fact, it was
virtually impossible for Germany to adhere to Iran’s envisaged timetable for
the delivery of the tanks. Since the Leopard II was still in the development
and testing phase, Bonn was not anticipating it being ready before 1981. What
is more, at an estimated 2.3 million DM the unit price for a Leopard II was
comparatively high.

Ambassador Hans-Georg Wieck kept the government in Bonn well
informed about Iranian wishes and deliberations in detailed reports,” which
he wired not only to the Foreign Office but also to the other ministries
concerned with the arms trade. The German government was therefore
soon able to come up with a way to try to dissuade the Iranians from their
Leopard II ambitions. The tactic it pursued was simply to make the Leopard
IT and its delivery conditions very unattractive: a long lead time, a high unit
price, and no sufficiently qualified personnel. However, the messenger chosen
in Bonn to convey the bad news was not a member of the government but
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instead the CEO of the Munich arms concern Krauss-Maffei personally. After
consultation with the German government, Helmut Wolf agreed to travel to
Tehran for exploratory talks. To date it has not been possible to determine
from the files how much he knew about the German government’s intentions.
At any rate, Wolf told the Iranian leadership that Germany would not begin
manufacturing the Leopard IT until 1981 and that around 2,000 tanks could
be produced for Iran by 1987. As Bonn had hoped, around four wecks after
Wolf’s visit to Tehran, the Iranian deputy defense minister told the West
German ambassador that Iran had instead decided to accept a “more timely
and cheaper” offer of tanks from Britain.?

The End of the Leopard Il Deal

In 1976 the German ambassador in Tehran proactively took up the tank issue
once again, even though it was basically dead. Rumors were circulating that
the British were experiencing problems producing their Chieftain tank. For
this reason, Bonn was anticipating a renewed interest on the part of Tehran
in purchasing Leopards. Since 1974, however, Bonn had become a good deal
more cautious. A reading of the sources certainly creates the impression that by
1975 Bonn had got cold feet about its former eagerness to link energy supplies
with deliveries of arms. Members of the government were all too aware that not
only would deliveries of complete Leopard II tanks exceed the boundaries of
former export practice, but in addition Iran had failed to provide the favorable
terms for oil deliveries that Germany had hoped for. At the same time Bonn
had managed to manocuver itself into a predicament that would require a great
deal of diplomacy to get out of. As the head of the Department of Near and
Middle Eastern Policy at the Foreign Office, Norbert Montfort, noted in an
internal memorandum in October 1976: “In April 1974 we made an offer [to
Iran] in the wake of the oil crisis, but today, two years later, we see some things
differently. At the same time, we do not have a convincing reason that would
make sense to the Iranians for retracting the promise we made back then. For
better or worse, we must keep our word, even if the decision we took then did
not entirely fit the framework of our restrictive arms exports policy.”** Accord-
ingly, Bonn tried very hard to somehow let the project simply peter out and
instructed the German ambassador not to initiate any further talks.”
Another reason behind the Iranian government’s decision in favor of the
British tanks was that London had a much less restrictive practice for issuing
export licenses for domestically produced arms than West Germany did, a fact
that the Iranian government specifically mentioned to Bonn.* The accusation
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had some justification, since the West German government, in particular the
Chancellor’s Office and the Foreign Office, had throughout the negotiations
since 1973 always strictly ruled out supplying complete Leopard II tanks to
Iran. This fundamental position did not essentially change even when in sub-
sequent years the tank issue periodically flared up again between Tehran and
Bonn.

The Revision of the Export Guidelines and the “Equilibrium
Strategy”

The prospect of a tank deal with Iran had put the question of how far Bonn
was prepared to go to ensure a guaranteed energy supply firmly on the table. In
a letter to then Foreign Minister Hans-Dietrich Genscher in November 1974,
the Foreign Office sought to determine the extent to which arguments could
be found for making the self-imposed limits on arms exports more flexible.””
Then, in early 1975, a request from representatives of industry reached the
Chancellor’s Office, secking Helmut Schmidt’s personal support in gaining ap-
proval for arms exports. Schmidt forwarded the letter to the responsible divi-
sion head in the Chancellor’s Office, who in turn contacted the Foreign Office.
Ultimately, however, the export request—this time for the supply of complete
construction kits for the Leopard I—was rejected.”®

In late 1974, when the tank deal with Tehran was regarded as having been
laid to rest, Bonn began to consider revising the existing practice for approving
arms exports. For the West German economy as a whole, the manufacture and
export of war weapons and other military equipment relevant to war played
only a minor role: between 1968 and 1973 the commercial export of tanks and
ammunition amounted to an annual average of 387 million DM. Hence its
share of total West German exports was only 0.29 percent.”” Between 1971 and
1974 weapons to the tune of 32.6 million DM were supplied to Iran, which
represented a 0.45 percent share of all exports to Iran in those years.*® The arms
exports consisted mainly of light infantry weapons such as semiautomatic
rifles and ammunition.” Thus direct exports of war weapons or war-related
military equipment to Iran were only slightly above the average for all German
arms exports. Although economic relations with Iran were booming at the
time, these figures do not suggest that Iran enjoyed preferential status with
respect to the approval of arms exports, and even if arms exports did increase
markedly in the years leading up to 1979, they still remained at a comparatively
low level.??
In mid-December 1974, the unpopular tank deal with Tehran resulted in
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a top-level meeting at the Chancellor’s Office that was to have far-reaching
consequences. Besides Chancellor Schmidt it was attended by the ministers
with portfolios relevant to arms exports. The meeting concerned the issue of
whether the previous guidelines for the approval of arms exports should be
revised. The guidelines that served the German government as a basis for its
decisions on the approval of direct exports or production licenses were essen-
tially based on the German Foreign Trade and Payments Act (AWG) and the
War Weapons Control Act. These were supplemented by the so-called Polit-
ical Principles® that had been adopted by the German government in 1971
when Helmut Schmidt was still defense minister. Foreign Minister Genscher
continued to take a restrictive line at this meeting. He believed the wording of
the Political Principles should remain unchanged, justifying his position with
the argument that the development of arms exports had been modest.’* The
general view was that the situation of West German arms concerns was not
exactly critical at that point. What is more, the responsible government rep-
resentatives were aware that so far Iran had not held out any reliable prospect
of a “barter trade” of weapons for oil. Bonn therefore doubted whether it had
made sense, with an eye to a stable fuel supply, to make far-reaching promises
of arms deliveries and whether these should be considered in the future. So the
fundamental question was now: Should weapons be sold in exchange for oil in
the future and should this be specified in the arms exports guidelines?

The Foreign Office, however, saw no reason to revise the Political Principles
since it regarded them as a “flexible instrument” that could be bent in any
direction with the right arguments. One possible addendum to the Political
Principles, for example, might have been to specify areas of tension; the direct
export of arms to areas of tension or the approval of manufacture on license
to such areas was practically ruled out. Until April 1974 this regulation had
applied to the states of the Middle East and the Indian subcontinent, for
example. In addition, a distinction was drawn between NATO and non-
NATO states. NATO partners could fundamentally receive arms of any kind,
whereas only “other military goods” not subject to approval could be exported
to non-NATO states, and even then only in limited quantities. Only “special
policy considerations” would constitute a reason for approving exports of
war weapons. Such “policy considerations” usually meant either that the
state in question was closely aligned with NATO or that it pursued a neutral
foreign policy. However, this was no guarantee that an export license would
simply be waved through. In the carly 1970s the Spanish government’s wish
to buy Leopard tanks was not granted. Purchase requests from Argentina
and Venezuela (combat tanks), Peru (rocket launchers), the Philippines and
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Indonesia (submarines), Thailand (armored personnel carriers), and Burma
(automatic cannons) were likewise rejected.

There was, however, another reason for Bonn to consider changing
the guidelines that was relevant for the practical procedures involved in
obtaining an arms export license. Normally this was the job of the Federal
Security Council. Comprising representatives of the ministries involved in
arms exports and other participants, this body met at irregular intervals for
consultations and to make decisions about export applications. At least since
the adoption of the Political Principles in 1971, the companies involved were
of the opinion that there had “repecatedly been excessively long delays.”*
Therefore the Foreign Office proposed reintroducing the “circular procedure”
that had previously been customary practice. This involved informing all
relevant departments in written form of all export cases awaiting a decision,
including those involving war weapons. These were then either approved or
rejected with a simple signature. This process was designed to speed up export
decisions and allow them to be made without personal consultation. While
the Federal Security Council remained the decision-making body when it
came to approving arms exports, the goal was to use the “circular procedure”
to enable a more flexible and faster decision-making process.

Although an unspoken consensus had been reached among the ministries
involved in the consultations at the Chancellor’s Office about revising formal
procedures, there were certainly some differences of opinion during the
talks. Ultimately all the other ministries agreed to follow the Foreign Office’s
restrictive line, but Minister of Economics Friderichs and Defense Minister
Georg Leber (SPD) took a much laxer view during the talks on the question
of which categories of arms should receive export licenses according to which
criteria.” By comparison with Friderichs and Leber, Chancellor Schmidt was
far more restrained.* Nevertheless, he disagreed with the view of the Foreign
Office, which attached great value to having standard criteria that would be
predictable for foreign trading partners. Schmidt favored “making decisions
on a case-by-case basis after careful scrutiny.”® In other cases, too, such as
the controversial export of submarines to Argentina, Schmidt was decidedly
opposed to the lax line taken by his fellow Social Democrat Leber.*’ Finally,
at the turn of the year 1974/75, about four weeks after the high-level meeting
at the Chancellor’s Office, the federal government’s Political Principles were
essentially confirmed as a guideline for approving arms exports. What is
striking is that there was neither a debate in the Bundestag, nor consultations
in the Foreign Affairs Committee, the cabinet, or the leading party bodies of
the governing coalition, nor indeed any public media discourse on the issue.
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This was in line with the government’s practice already employed in 1971 of
keeping political bodies and especially the public out of the decision-making
process.

It was not until 1975, when it became increasingly clear that the West
German arms industry was running into economic difficulties, that the
German government began discussing the possibility of expanding licenses for
arms exports. The most important argument here was that while the export
of war weapons systems like the Leopard could be approved in principle, the
potential purchasing state would have to be a partner country on a par with a
NATO partner.” In the view of the German government, potential partners
of the Federal Republic needed to be states that “owing to their political and
economic significance [fulfilled] a regulatory function in their respective
region.” This emphasis on a regional regulatory function had a major role
to play in the chancellor’s foreign policy concept. In particular the fact that
Schmidt favored granting export licenses on a case-by-case basis showed the
priority he accorded to stability and balance. This corresponded closely with
his advocacy of a policy of strategic equilibrium.** It was a principle that
informed all of the fundamental foreign policy decisions that Schmidt took:
from Germany’s position in the Middle East conflict to his position on the
NATO Double-Track Decision and arms export issues. Schmidt had already
publicly declared his advocacy of a “strategic equilibrium” in 1969.%

Thus, although Bonn was by no means uncritical of the potential granting
of licenses for the export of arms to Iran, this had to conform with the
imperative of maintaining a balance of power in the Persian Gulf. Particular
attention needed to be paid here to the regional rivalry between Saudi Arabia
and Iran. A further point was that by giving preference to one regional power
over another, Germany risked undermining the credibility of its own policy
toward the Middle East conflict. Nevertheless, in 1975 Bonn expressly rejected
the idea of including Saudi Arabia among the ranks of states that could be
treated as on a par with NATO with respect to arms policy. The admission
of Iran to this circle was, therefore, despite the good bilateral economic
relationship, de facto ruled out. The Foreign Office shared this view. An
internal note for Foreign Minister Genscher stated: “Should the overriding
view be that Saudi Arabia should not be discriminated against vis-a-vis Iran,
then Germany should refrain from supplying the Leopard to Iran.”** Export
licenses that could potentially endanger or even jeopardize the maintenance
of a regional balance of power should hence not be issued. A further argument
for preserving a restrictive export license practice was that failure to do so not
only would threaten the German government’s foreign policy credibility on
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the Middle East question but might also undermine the German position
in the SALT II negotiations.”® The Foreign Office was acutely aware of the
sensitivity of the issue and the potential repercussions that might be triggered
by a reconfiguring of the export guidelines in whatever form, especially if
these were perceived by the public and by other countries as too lax. Thus in
a government discussion of the issue it was the Foreign Office, as usual, that
raised points of criticism.*® The Ministry of Defense, on the other hand, spoke
of a “desire . ... to continually . . . exploit our armaments capacity.”*

Despite progress in the Conference on Security and Cooperation in
Europe (CSCE), the German governments sccurity policy remained
focused on guaranteeing “cooperation in maintaining a sufficient Western
counterbalance to the potential of the Warsaw Pact.”* One explanation for
this stance was that Bonn feared a gradual decline of NATO and hence of
Europe’s existing security architecture. Ensuring security by creating balanced
and stable power relationships in the Persian Gulf as a counterweight to the
Soviet Union was therefore perceived as being in the foreign policy interest
of the German government. In April 1975 Foreign Minister Genscher and
Defense Minister Leber had instructed the government to establish a mixed
working group in order to hold consultations on the future of German
security policy following the signing of the CSCE Final Act and to make
long-term recommendations for West German concepts for this area of policy.
This included the development of a foreign policy position on the Near and
Middle East. The continuing focus on the idea of a strategic equilibrium is
evident in the recommendation that the mixed working group made for future
German policy toward the Near and Middle East: “Owing to the geographical
and economic conditions in the Near and Middle East regions, the Federal
Republic of Germany has a vital interest in an equilibrium in the Near East
that will create stable foreign policy conditions in this region. . . . In this
context the importance of Iran increases. It is already making a contribution
to stabilizing the situation in the Persian Gulf. . .. The West should therefore
pay particular attention to Iran as a possible focal point for a Middle Eastern
counterweight to the outward radiation of Soviet power.”

The Bonn Discussion of the “Flachenpapier”

The Chancellor’s Office returned to the issue of revising the regulations for
arms export licenses in March 1976. One reason for wanting to do this was
that although the existing rules were adequate for German direct exports, they
did not properly cover exports from joint production with other countries.
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This applied primarily to weapons systems manufactured jointly with France.
Chancellor Schmidt’s initiative represented a continuation of the approach he
had already advocated at the end of 1974, in which he envisaged moving away
from generally applicable principles to more case-by-case decisions. The draft
for this revised approach, which was known internally as the “Flachenpapier,”
or terrain paper, therefore outlined individual conditions and exceptions
and listed specific states to which arms exports should be regarded as either
critical or uncritical. In the view of the Chancellor’s Office this would require
expanding the “C” list of countries” to include South Vietnam, Laos, and
Cambodia, while ruling out entirely arms export licenses to South Africa,
Namibia, Rhodesia, Angola, and Chile.* In addition, all twenty-one states of
the Arab League as well as Israel were likewise to be completely excluded from
war weapons exports, but the export of other categories of military equipment
was to remain possible under certain exceptional circumstances to be decided
by the Federal Security Council. General restraint was to be exercised
regarding arms exports to other states in the so-called Third World, unless “the
political and economic interests of Germany” warranted such exports. Those
interests could be argued depending on the case in question. At any rate, one
of them was certainly covering Germany’s energy requirements, which is why
the traditional notion of interest-driven politics could now be replaced by the
notion of needs-driven politics.

The Foreign Office took a critical view of these and other specifications
from the Chancellor’s Office, seeing it as a case of the chancellor having “tak-
en casuistics too far” This was aggravated by the fact that the Chancellor’s
Office regarded it as the Foreign Office’s job to review the political situation
in potential purchaser states and to make a fundamental evaluation of the le-
gality of granting export licenses.”” The Foreign Office staff were naturally not
thrilled about the extra work this would involve. In particular, State Secretary
Peter Hermes instructed the heads of the two political divisions in the Foreign
Office as well as the head of the Foreign Trade Division to undertake a critical
examination of the proposals from the Chancellor’s Office.”®

The preparation of a position statement on the chancellor’s “Flichenpapier,”
however, caused major internal difficulties in the Foreign Office, revealing that
this was a controversial issue.”* Walter Jesser, head of Subdivision 31 in the
Foreign Office, which was responsible inter alia for the Near and Middle East,
complained in aletter to the head of the Foreign Trade Division that the term
“Near East” was too vague, and instead the wording should be “the member
states of the Arab League and Israel . . . must be regarded as an area of tension
until a comprehensive peace agreement has been reached.” In this way, Jesser
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argued, the delivery of weapons could be ruled out and the export of other
military goods to these countries would be subject to cautious approval in
exceptional cases. What is more, he went on, “a category of countries that . ..
have been in almost permanent conflict for thirty years with alternating
wars and ceasefires was in a situation between not-war and not-peace” and
was therefore “not covered by the envisaged formulation.” This proposed
formulation did not, however, meet with the agreement of Department 403
of the Foreign Office, which was responsible for arms export controls. The
deputy head of this department likewise wrote a letter to the head of Division
4, in which he expressed a completely different position.*

The “Flichenpapier” was only officially adopted by the Federal Security
Council after a long delay in eatly 1977, even though the final version had
already been approved at state secretary level in June 19765 It can be assumed
that officials in Bonn’s ministerial bureaucracy had once again resorted to their
tried and tested tactic of dragging their feet in order to avoid having to make
awkward decisions with respect to certain requests for arms deliveries.”” An
internal declaration of the Foreign Office stated simply that “owing to talks
at ministerial level a fundamental decision cannot be expected before autumn
[1976]” and that it “has not been possible” in this case to discuss French deliv-
ery intentions.”” These spurious explanations in all likelihood did not get to
the heart of the problem. More to the point was what Jesser had to say: “What
we specifically do not want is to be held politically responsible . . . because of
German deliveries for the production of war weapons.” ¢

At almost exactly the same time the German government’s internal reflec-
tions on the “Flichenpapier” became public. At an event at the Bundeswehr
Command and Staff College in Hamburg, Chancellor Schmidt had declared
that deliveries of arms from the Federal Republic of Germany to countries out-
side NATO were not only conceivable but “in certain cases have already hap-
pened.” This applied primarily to Spain and Iran, although he added that each
case was examined individually.* This statement aroused the sensibilities not
only of the public but also of a number of members of parliament,” especially
since the Foreign Affairs Committee of the Bundestag had at no point been
privy to the deliberations on revising the export guidelines and some members
of parliament had only learned of this from the newspapers. This way of going
about things was apparently not entirely unusual, however, since the Foreign
Affairs Committee had not been informed either when the Political Principles
were being adopted in 1971.

In the tussle over the final version of the “Flichenpapier,” Foreign Minister
Genscher and the Foreign Office eventually prevailed over Chancellor
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Schmidt and the Chancellor’s Office. Although the original impetus for the
“Flichenpapier” had been a desire to revise the regulations for arms exports
from German-French coproduction, other controversial issues arose in
the course of the internal discussion process. These included the question
of how to treat the needs-driven argument of arms in exchange for oil. But
ultimately the “Flichenpapier” did not yield a provision of any kind for this
issue. The problem of exporting arms to oil-exporting states was covered in an
amendment which at the same time was supposed to offer a solution for the
German government’s position on arms policy in the Middle East conflict.
According to this amendment, “the countries of the Middle East that are
parties to this conflict should be regarded as areas of tension. Therefore, the
delivery of war weapons [to these areas] is excluded.”® The “Flichenpapier”
offered Germany an opportunity to be more assertive vis-a-vis Iran, since in no
clause was it expressly mentioned by name. While Iran had not been declared
to be on a par with a NATO partner® (as Shah Pahlavi had secretly hoped), it
was not firmly excluded from the option of receiving deliveries of war weapons
either.

Conclusion

Although the Iranian government had requested not only tanks but also other
heavy arms such as submarines and Type 122 frigates, and there had been some
concrete negotiations, the incipient unrest in Iran meant that after 1978, if not
before, practically all of the shah’s requests for arms came to nothing amid the
revolutionary upheavals.®® At the same time Bonn was extremely concerned
about the events taking place in Iran. At that time the Persian Gulf region
accounted for almost 10 percent of West German exports. The three largest
customers of West German firms in the region were Iran, Saudi Arabia, and
Algeria, with Iran in first place by a long chalk. Germany exported goods
to the tune of 3.42 billion DM to Iran every year, while Saudi Arabia at 1.8
billion DM was far behind in second place.®” In the first half of 1978 Iran rose
to become Germany’s biggest supplier of oil, accounting for some 22 percent
of total German oil imports.”® In view of this, it is hardly surprising that the
German government’s arms policy decisions from the mid-1970s onward, and
in some cases into the early 1980s, were based primarily on a wish to guarantee
Germany’s supply of energy. This had been triggered by the two oil crises
of 1973/74 and 1979/80, when the Soviet invasion of Afghanistan and the
revolution in Iran caused major economic upheavals. Germany’s expectation
that it would be able to exchange weapons for oil failed to materialize, since Iran
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offered neither large volumes of oil nor favorable conditions for its purchase.
The collapse of the political system in Iran and the more moderate price policy
of the other Gulf monarchy, Saudi Arabia, meant that the latter subsequently
became Germany’s preferred partner for oil deals.

All in all, a certain shift in Chancellor Schmidt’s attitude to arms exports
was observable. Whereas he had largely rejected arms exports and the respon-
sibility they entailed while he was still defense minister, his attitude became
more pragmatic after he became chancellor.” The answer to our initial ques-
tion about how robust were the government’s own export guidelines must
be that there were no firmly formulated, unshakable principles. Therefore
there were no clear, unambiguous rules either that could have been seriously
breached in any way. The only reliable constant in the policy of both the Social
Democrat—Liberal governments under Brandt and Schmidt and the Christian
Democrat-led government under Helmut Kohl was the absolute dictum of
peace and stability as a yardstick for foreign policy activity. No German gov-
ernment ever called this constant into question.

The theory that a Social Democrat-Liberal cabinet might have been pre-
pared to drop its strict rules in the face of an economic crisis cannot be sub-
stantiated, for two reasons: First of all, these supposedly strict rules simply did
not exist in the first place; export licenses were always subject to a certain de-
gree of discretion that was exploited to differing extents. Second, arms exports
were such a sensitive issue that any movements in this field were immediate-
ly registered on Bonn’s finely tuned radar. On the one hand, Bonn certainly
did not want to endanger the disarmament talks between the Western alliance
and the USSR or its own credibility in this regard. On the other hand, arms
exports were certainly regarded as an active part of foreign trade policy and as
something that could be used as a bargaining chip to advance Germany’s own
interests.

The disagreements between the various divisions in the respective minis-
tries and in general between the different policy portfolios can be explained
by the fact that responsibility for the approval or rejection of an export request
was to be kept deliberately vague. No one in the government wanted to take
responsibility for diplomatic ill feeling—whether the case was approved or re-
jected. It was only natural that the Ministry of Economics should place the
emphasis on economic interests, while the Foreign Office was more interest-
ed in taking account of international sensitivities. Ultimately, all actors in the
German government strove for damage limitation and sought to avoid laying
themselves open to attack.

Surprisingly, the history of the arms export policy of the various German
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governments has to date scarcely been considered against the background of
the geopolitical circumstances and rivalries in the Persian Gulf—and where
it has, the focus has been chiefly on the Wahhabi monarchy of the Al Saud,
while imperial Iran under Shah Pahlavi has been largely overlooked. Yet it was
the Islamic Revolution in Iran in 1979 and the heightened conflict between
the two Gulf powers—which now acquired a religious dimension—together
with the expansion of the Soviet sphere of influence in Afghanistan that upset
the existing security balance and led to the German government shifting its
foreign policy priorities to Saudi Arabia after 1980.
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Arms Exports and Holocaust Memory

Saudi Arabia, Leopard Tanks, and Bonn’s Secret
Israel Clause of 1982

HUBERT LEBER

When the Federal Security Council passed new Political Principles for Arms Exports under
Chancellor Helmut Schmidt in spring 1982, a secret protocol note was adopted, which
bccamf: knOWn as thc ISraCI Clausf:. It Statcd that dCCiSiOnS about arms CXPOrtS Should 3.150
take into account “the historical responsibility of the Germans toward the Jewish people.” The
background was that Saudi Arabia wished to purchase hundreds of Leopard 2 tanks, which
had led to months of controversy in Bonn and a deep crisis in German-Israeli relations. Hubert
Leber is the first to utilize both German and Isracli government files to investigate the 1981/82
tank dispute. It is a story that connects international relations with the politics of the past. The
Israel Clause, which Schmidt’s cabinet approved on the initiative of Foreign Minister Hans-
Dietrich Genscher, marked a caesura in Bonn'’s Israel policy. While until then a sort of statute-
of-limitations paradigm applied in relation to the Jewish state, the memory of the Holocaust

was recognized in the early 1980s as a permanent factor in German governance.

The Protocol Note of the Federal Security Council

In carly 1981 a heated debate occurred in the Federal Republic of Germany
over a possible arms deal. At issue was whether the Bonn government should
approve the export of German tanks to Saudi Arabia. The news magazine Der
Spiegel had reported that Riyadh wished to buy the Leopard II battle tank, as
well as other equipment, and that Chancellor Helmut Schmidt was not averse
to the deal! The matter remained unresolved for more than a year, until the
German government finally turned the Saudis down in the summer of 1982.
In the history of the Federal Republic, the controversy over tank exports to
Saudi Arabia is significant in two respects. For one thing, it was an important
milestone in German arms export policy. Riyadh’s desire for weapons
prompted the federal government to modify its political guidelines for arms
exports, leading to a de facto easing of restrictions. For another, the controversy



was a major event in the history of relations between West Germany and Israel.
Bonn’s prospective export plans created enormous tension between the two
countries and helped to unleash the Schmidt-Begin conflict of May 1981—a
public confrontation between the two countries” leaders that marked a low
point in the history of German-Isracli relations.? Isracl viewed the arming of
Saudi Arabia, a country with which it was officially in a state of war, as a threat
to its national security interests. For both contemporaries and historians,
the fact that Schmidt considered supplying the Gulf monarchy with highly
modern tanks constituted proof that he sought a more distant relationship to
Isracl, perhaps even a “normalized” Middle East policy in which the Jewish
state would not enjoy a special status conferred on it by obligations derived
from the Holocaust.? Therefore, the debate about whether the Leopard II
should be exported to Saudi Arabia was also a debate about the normative
foundation of German-Israeli relations.

In the meantime, declassified government files have become available in the
archives, allowing us to review the tank controversy of 1981/82. These files elu-
cidate the internal decision-making process of the essential Bonn actors, who
included, in addition to Schmidt, Foreign Minister Hans-Dietrich Genscher,
Economy Minister Otto Graf Lambsdorfl, the ministerial bureaucracy, and
the top leadership of the governing coalition’s parliamentary parties.

The files tell a highly ambivalent and seemingly contradictory story. Con-
cerning the early stage of the controversy, they confirm the long-held under-
standing of events whereby the coalition government of Social Democrats
and Liberals, driven by Schmidt, was indeed moving toward the approval of
an arms deal with Riyadh without any specific consideration of Isracl. Never-
theless, by the end of the process, the Bonn government had secretly made a
fundamental decision that ran counter to everything that Schmidt had uttered
until then about his policy maxims toward Israel, at least in the context of the
tank controversy. In fact, a key government document expressly acknowledged
and even codified the special relations between the Federal Republic and the
state of Isracl—on the initiative of Foreign Minister Genscher but with the
approval of Chancellor Schmid.

Following a year-long revision process, the new “Political Principles of the
Federal Government for the Export of War Weapons and Other Military
Equipment” were approved in spring 1982 by the Federal Security Council
(Bundessicherheitsrat, BSR), a cabinet committee chaired by the chancellor
and comprising the heads of relevant key ministries. However, the council,
which convened behind closed doors, also added a protocol note to the re-
vised Political Principles, which was referred to internally as the Israel Clause.
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The minutes of the BSR meeting of March 3, 1982, state: “BM [Bundesmin-
ister, federal minister] Genscher would like to have it on record that when
weighing our overall interests, the historical responsibility of the Germans to-
ward the Jewish people will be taken into consideration. On this point, the
federal chancellor expressly declares general agreement.”

Such a statement may seem rather undramatic today, since Germany’s his-
torically based responsibility toward Israel and the Jews has in the meantime
become a rhetorical commonplace among the country’s political class. Yet the
premises for German policy toward its past were rather different in the late
1970s and early 1980s. As this article will argue, this was precisely the period
when a paradigm shift in policy toward Israel was taking place behind closed
doors. The prevailing concept in Bonn up to that point, which one might call a
statute-of-limitations paradigm, was being replaced by a postulate of lasting re-
sponsibility. This does not mean that from then on the Federal Republic gave
its uncritical support to the state of Israel in all matters. However, the polit-
ical mainstream was increasingly acknowledging that, despite the coming of
age of a new generation, Germany’s interaction with the Jewish state could not
be decoupled from the Nazi past, and therefore German foreign policy was
bound by commitments, at least when it came to tough questions concerning
the existence and security of Isracl. The Israel Clause of 1982 did not cause this
paradigm shift, but as a token of official government policy it did manifest that
change in a particularly striking way.

In the following pages I will consider how the clause emerged in the
context of the debate about tank sales to Saudi Arabia, and why it marked a
turning point whose trajectory continued well after the Schmidt/Genscher
government was no longer in power. Given that the protocol note has been
largely overlooked in the existing literature on the topic,’ this analysis offers
a new perspective on the continuities and ruptures in the history of German-
Israeli relations.

So far, the development of German-Isracli relations under Schmidt’s
chancellorship has been only rudimentarily researched on the basis of archival
sources.® There is also no comprehensive study that covers the controversy
over a weapons deal with Riyadh using internal government sources.” One of
the reasons for this is that researchers have long neglected the history of West
German policy on arms exports.® None of Schmidt’s numerous biographers
has treated the tank controversy in any detail, let alone placed it in the larger
context of Bonn’s handling of weapons exports.’

For this article, relevant files were examined from the Federal Archives in

Koblenz, the Political Archive of the Foreign Office in Berlin—published in
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part as Akten zur Auswirtigen Politik der Bundesrepublik Deutschland—and
the two Schmidt archives in Bonn and Hamburg." Documents from the Israel
State Archives in Jerusalem were also consulted that—thanks to the regular
reports of the Isracli embassy in Bonn—provide a range of information on the
West German decision-making process." Since the role of nongovernmental
actors is important for the argument presented here, press commentaries and
parliamentary minutes from both countries were also used as sources.

The available archival material does not provide a complete picture of how
the Israel Clause originated and what consequences it had. However, some ba-
sic features of the protocol note can be outlined. First, it was not only of rhe-
torical significance, but it had operative consequences for Bonn’s arms export
policy. During the internal decision-making process, officials at the Foreign
Office (Auswirtiges Amt, AA) and the Federal Ministry for Economic Affairs
(Bundesministerium fiir Wirtschaft, BMWi) treated the clause as one argu-
ment among several against supplying Saudi Arabia with battle tanks, even af-
ter power changed hands in October 1982 from the Social-Liberal coalition
of Schmidt/Genscher to the Christian Democratic-Liberal government of
Kohl/Genscher.* At the same time, the clause offered room for interpretation.
As a BSR decision of December 1982 shows, for example, the clause did not
preclude the shipment of German patrol boats to Saudi Arabia, as these were
less threatening to Israel than battle tanks.” And to be clear: the central aim of
the Isracl Clause of 1982 was not to facilitate weapons sales to the Jewish state
but to prevent certain arms exports to Arab customers.

Second, the protocol note had a specific function within the context of the
revised Political Principles governing arms exports adopted in 1982. With this
clause, Genscher sought to create an instrument that, specifically with respect
to the Middle East region, could serve as a corrective to the general easing of
restrictions in Bonn’s arms export policy as permitted by the new guidelines.
Without the Isracl Clause, it would indeed have been possible to interpret the
revised principles in a way that justified the tank deal with Saudi Arabia.

Third, whereas the new principles themselves were published, the Israel
Clause remained top secret. Representatives of the federal government did
not use the clause to appease the Israelis, not even in confidential settings. For
months the Israeli foreign ministry and the embassy in the West German cap-
ital had meticulously followed the decision-making process in Bonn on arms
exports to the Gulf monarchy, yet even they were completely unaware of the
BSR decision.* Thus, the Isracl Clause was a strictly internal, self-imposed

commitment of the West German government.
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Background

Generally speaking, one can say that German-Isracli relations were going
through a difficult phase during Schmidt’s chancellorship, even though societal
exchanges between the two countries were on the upswing. The bilateral
relationship between Bonn and Jerusalem had been repeatedly strained since the
carly 1970s, chiefly due to differences of opinion over the Middle East conflict.”
These differences intensified when Menachem Begin became Israel’s prime
minister in 1977—as the first representative of the nationalist-conservative
Likud party to head the government.® Although the Begin government signed
a peace treaty with Egypt in 1979, it faced international criticism for a series
of political and military steps such as the acceleration of Jewish settlement in
occupied Palestinian areas and the invasion of Lebanon in 1982.” In turn, the
arms export policy of the Bonn government had already caused serious tension
between Isracl and West Germany in 1978. Contrary to Isracli demands, the
Schmidt/Genscher government did not prevent the shipment of thousands
of coproduced German-French anti-tank missiles from France to Syria.® As
opposition leader, Begin had rejected any German-Israeli reconciliation for
decades.” However, once he became prime minister, he adopted a pragmatic
stance in his dealings with Bonn. This was demonstrated, for example, in 1977
when he renewed the standing invitation to Schmidt to visit Israel.*’ This was
treated dilatorily by the chancellor and eventually rejected.”

The factors shaping the situation of West Germany in the carly 1980s were
an economic crisis, the heightening of the East-West conflict, and the growing
importance of the Bonn government on the international stage.?” All of them
could help to steer West Germany along a path toward easing restrictions on
arms exports, particularly to the strategically important oil supplier Saudi
Arabia. However, as the 1980s began, a sociocultural change took place
that has been characterized by contemporary historians as the “return of
history”® and that may have played a significant role in influencing decision-
making with regard to arms export deals. Whereas a future-oriented zeitgeist
had predominated in the 1960s and carly 1970s, now a revival of historical
memory occurred on a broad scale that brought a renewed focus on the Nazi
period and the mass crimes perpetrated during it. The American television
series Holocaust, which was aired on West German television in carly 1979, is
generally considered a turning point in the history of remembrance for the
Federal Republic.* That same year, the country witnessed the last political
debate on the statute of limitations for Nazi crimes, at the end of which the
Bundestag decided to remove time limits on prosecution for murder.” The
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process of confronting and coming to terms with National Socialism and the
Holocaust became an increasingly central aspect of the political culture of
the Federal Republic. This change was evident on the local level, where civic
engagement brought forth an abundance of commemorative initiatives.?
It also affected the role of the federal government, as perceived by itself and
presented publicly. This can be scen, for example, in the commemoration
held in the Cologne synagogue in November 1978 and attended by the
highest representatives of state and society to mark the fortieth anniversary of
Kristallnacht, the “Night of Broken Glass.””

In the literature on West German commemorative culture, one question
has remained rather neglected to date: Did this turning point in attitudes to
historical remembrance have an impact on Bonn’s foreign policy, particularly
with regard to Isracl? And if so, what kind of impact? Conversely, research
on the history of German-Israeli relations has by and large hardly considered
to what extent they were affected by changes in public remembrance of the
Holocaust. Instead, scholars have often treated Holocaust memory as a fixed
variable that has always shaped the relationship between the two countries in
the same way. Therefore, this article also offers a case study showing that the
dynamics of German-Israeli relations as an issue of international history can
only be sufficiently explained if one includes the history of memory dimension.

Bonn’s Interest in a Tank Deal with Saudi Arabia

Before the public learned in January 1981 that Bonn was considering tank
shipments to Riyadh, the government had already been pondering the issue
internally for several months, following a state visit to West Germany by Saudi
King Khalid in June 1980. The visit was preceded by two letters, one from the
Saudi king to German Federal President Karl Carstens, and the second from
Crown Prince Fahd—the Gulf monarchy’s de facto head of government—to
Chancellor Schmidt. The key purpose of these confidential messages was to
request approval for the purchase of German tanks, specifically the Leopard
IT battle tank, the Gepard anti-aircraft tank, and the Marder infantry fighting
vehicle (IFV).?® According to internal German government information, the
Saudis wished to purchase 240 to 280 units of the Leopard II alone.”

The Leopard II first entered service in the West German Army in 1979 and
was considered one of the best battle tanks in the world.*® Fitted with a 120
mm smoothbore cannon produced by the Diisseldorf company Rheinmetall—
at the time the most modern tank gun in the West® —it was superior in fire-
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power not only to contemporary US models but also to Isracl's new Merkava
battle tank.??

Had Bonn approved the shipment of weapons requested by Riyadh, this
would have been tantamount to a breach of West German guidelines for
exporting arms. The Political Principles in force at the time had been approved
by the Brandt/Scheel cabinet in 1971 and were fundamentally restrictive.®
They stipulated that weapons of war, such as heavy tanks, could only be sent
to the member states of the North Atlantic Treaty Organization (NATO) and
NATO-equivalent countries (such as Switzerland). Exceptions were possible
in special cases, but then only if the recipient country was not located in an
“area of tension.” This criterion clearly excluded Saudi Arabia, since it was in
a state of war with Isracl. Although the volume of arms exports from West
Germany increased rapidly over the course of the 1970s,** Riyadh’s repeated
requests to buy German tanks were always turned down by the West German
government.” This did not mean that Israel was given any sort of preferential
treatment—while the Social-Liberal coalition government was in power,
Bonn also refused to deliver weapons of war to Israel.*¢

In the spring of 1980, the officials responsible for arms exports at the For-
eign Office and the Ministry for Economic Affairs unanimously recommend-
ed the rejection of the most recent tank request from Saudi Arabia.”” How-
ever, by that fall Chancellor Schmidt had shifted to a position of easing arms
export policy toward the Saudi kingdom. The archival sources refute the leg-
end that Schmidt propagated on his own behalf, and continued to cultivate
into his twilight years, namely that, as chancellor, he had never had the po-
litical will to fulfill Riyadh’s request for Leopard II tanks.® The question as
to whether Schmidt ever made a pledge to that effect to the Gulf monarchy
(as the Saudis later maintained)® or not (as he himself would insist) remains
open.*” However, proof that he argued internally in December 1980 in favor
of the tank deal with Riyadh is provided by the minutes of the weekly meet-
ings of the coalition partners at the time, when the top government leadership
came together with the heads of the coalition parties and their respective par-
liamentary groups—the Social Democratic Party (SPD) and the Free Demo-
cratic Party (FDP). Even though the notes are partly written in an abbreviated
form, they indicate clearly that Schmidt advocated the approval of the Saudi
request. The notes recorded, for example, that the chancellor “points to large
Saudi deutsche mark holdings as an additional justification for his position.”*

Schmidrt did not receive wholehearted support for his stance from those

present, but they did not categorically oppose him either. Genscher indicated
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ambiguously that he “leaned” toward Schmidt’s standpoint.** SPD Chairman
Willy Brandt remarked that if the government “has to say ‘yes, well, I don’t
have to say ‘Amen””; he would “sell” a decision in favor of an arms deal “as well
as I can.” At the same time, together with the party’s vice-chair, Hans-Jiirgen
Wischnewski, Brandt recommended talking to Israel first.** Wischnewski
predicted that the government in Jerusalem would ultimately not put up
any resistance, but would “make considerable counterdemands”—something
Genscher disputed: “Isracl will say flat out ‘no.” Both the foreign minister
and SPD Executive Director Egon Bahr urged consultation with the three
Allied powers; if they agreed, said Bahr, “then we should act”* As a result
of this internal discussion, it was agreed that the federal government would
revise the Political Principles for Arms Exports.® What was needed, Genscher
maintained, was a “new philosophy for arms exports.”*

If the federal government was apparently leaning toward approving the
Leopard IT deal with Riyadh in late 1980, this can be understood as an expres-
sion of rational interest politics. The deliberations in Bonn were not just fo-
cused on securing jobs for the German arms industry.”” Among other things,
the backdrop to the Saudi tank debate was the second oil crisis of 1979/80.%
The Islamic Revolution in Iran in 1979 and the war between Iran and Iraq that
broke out in September 1980 throttled oil production in both countries, thus
making Saudi Arabia the most important oil supplier for West Germany.* In
fall 1980, Schmidt personally interceded with Crown Prince Fahd to obtain an
extension and quantitative expansion of the existing contract for the supply of
crude oil between the German firm VEBA Oel AG and the Saudi state-owned
corporation Petromin.® Fahd agreed, apparently in the tacit expectation that
Bonn would reciprocate in the area of arms exports.” Shortly afterward, Sau-
di Foreign Minister Saud al-Faisal traveled to Bonn, where he is said to have
offered Schmidt comprehensive economic and financial cooperation between
the Gulf monarchy and the Federal Republic. Der Spiegel reported that, as a
quid pro quo for shipments of German tanks, a package was offered consisting
of Saudi loans at attractive conditions and the purchase of German industrial
plants to offset the cost of the oil provided, as well as financial investments by
the kingdom in German companies.”

In the face of the difficult economic situation in which West Germany
found itself, this was an attractive offer. In 1979 and 1980 the country recorded
current account deficits for the first time in fifteen years and was suffering from
rising unemployment.”® In 1980 the West German government had already re-
ceived approximately 9 billion deutsche marks in loans from Saudi Arabia, its
largest foreign creditor; in 1981 it requested (and received) additional billions
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from Riyadh.** Moreover, the Saudi kingdom was a solvent customer of West
German companies. In January 1981 Saudi Arabia accounted for no less than
70 percent of all foreign orders in the German construction industry.” The
economic prospects of the German-Saudi relationship seemed likely to im-
prove if the tank deal with Riyadh was realized—even if Bonn could not ul-
timately know whether these prospects would be endangered should the deal
fail.

In addition, the East-West conflict injected a security dimension into all
of this. In 1979 the Middle East experienced two carth-shattering events:
the overthrow of the pro-Western shah of Iran and the Soviet invasion of
Afghanistan, which once again heightened Cold War tensions after a decade
of détente.’® In January 1980 President Jimmy Carter identified the Persian
Gulf as a vital sphere of influence for the United States that would be defended
with military means if necessary.” Western arms exports to the allied country
of Saudi Arabia, whose chief supplier was traditionally the United States,
became even more important strategically. In spring 1981, shortly after Ronald
Reagan took office as the new president, Washington announced its intention
to equip the Saudis with AWACS (Airborne Warning and Control System)
surveillance aircraft—an armament project worth billions that Israel protested
against vehemently but unsuccessfully.>® At the same time, the United States
demanded that its European allies help shoulder the burden incurred by the
military protection of the oil resources in the Gulf region.”” Against this
backdrop, the Leopard II tank deal being considered by Bonn could also be
depicted as a German contribution to an overall concept of Western defense.®°

However, Bonn was in no way pressured by the United States to approve the
tank deal; nor did the deal fail because the Americans vetoed it. The Reagan
administration does not appear to have had a coherent standpoint on the
issue. Washington officials gave the West German government encouraging
signals,’ while at the same time expressing reservations to Isracli diplomats
about the controversial tank export deal.®* Yet overall, the US government
showed a striking reticence, bordering on indifference, regarding this issue.

The Public Debate from January to April 1981

The public discussion about a possible shipment of tanks to Riyadh peaked in
the first four months of 1981—between the magazine exposé by Der Spiegel
on January s and a visit by Schmidt to Saudi Arabia at the end of April, when
it became clear that the Saudis could not count on an export permit any time
soon. During this period strong resistance formed against the tank deal from
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two sources in particular. While the coalition leadership had anticipated this
resistance, it had underestimated the intensity.

One of the sources was Israel, whose government was just as surprised as
the German public about Bonn’s Leopard II plans.®® The foreign ministry in
Jerusalem decided to avoid a public confrontation with the West German gov-
ernment for the time being.** Even Prime Minister Begin held back during the
initial months of public debate. However, Jerusalem let the West German gov-
ernment know unequivocally that it could not accept the German tank deal
with Saudi Arabia, not even if compensatory arms deliveries went to Isracl.
The Israeli government also emphasized that, in light of Germany’s Nazi past,
it expected the Federal Republic to take special account of the security inter-
ests of the Jewish state.”® In its protest to Bonn against the export plans, the
Begin government knew that it could count on broad consensus within Israel,
including from the opposition parties,” the parliamentarians of the Knesset,*”
and the press.®® Schmidt alleged that the Israelis were deliberately exaggerating
their sense of threat in order to demand compensation from the Germans—
that is, to use it “as a pretense to hold out their hand,” as the chancellor put it
in a confidential setting.” However, he was mistaken. As their internal anal-
yses at the time show, the Isracli security and secret intelligence agencies did
indeed expect the military threat to Isracl to increase significantly if Riyadh
received several hundred Leopard II tanks. For one thing, they thought that
the balance of power in the Middle East would shift appreciably in favor of the
Arab side, in both quantitative and qualitative terms. For another, they feared
that Saudi Arabia would deploy the Leopard II as part of an expeditionary
force against Isracl, should a full-fledged war break out in the region. (Riyadh
had dispatched such a force in the Yom Kippur War of 1973.)

The other source of emphatic resistance to the tank deal came from with-
in the ranks of the coalition parties. The impact of objections from SPD and
FDP Bundestag members was all the greater because they came from both the
left and right wings of the two parties. Numerous spokespeople from the left-
liberal spectrum opposed the tank deal, since they were generally critical of
any expansion of German weapons exports. Other voices spoke out against
the tank shipments by citing Germany’s historically conditioned obligation
to show solidarity with Isracl. Prominent opponents of the tank deal includ-
ed the SPD politician Annemarie Renger, chairwoman of the German-Israeli
parliamentary group in the Bundestag.” Another was Burkhard Hirsch, head
of the North Rhine-Westphalian FDP.” But the most prominent was Herbert
Wehner, the leader of the SPD caucus in the Bundestag. During a one-on-one
conversation in January 1981, Wehner “solemnly” promised the Israeli ambas-
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sador Yochanan Meroz “that, come what may, the Saudi deal will not mate-
rialize.”” Brandt and Bahr now changed their minds and opposed the deal,
although they decidedly refrained from using arguments relating to Isracl.™

This resistance in the coalition carried a special weight because, at the time
of the debate on tank exports, Schmidt was fighting other policy battles with
broad sections of the SPD. In addition to the strife over economic and energy
policy, he was having an especially hard time in making the case for the NATO
Double-Track Decision of 1979, then the dominant topic of West German for-
eign and security policy.” It was widely thought at the time that the chancellor
could hardly ask his party to support him on yet another controversial issuc,
because otherwise he would risk losing his backing among the SPD Bundestag
members on the missile deployment issue.

Publicly, Schmidt did not speak out explicitly in favor of the arms deal
with Saudi Arabia, but he hinted that the federal government would consider
Riyadh’s request favorably in light of its economic and strategic implications.”
Other coalition members campaigned hard to have the exports approved,
including SPD Vice-Chair Wischnewski and the FDP foreign affairs expert
Jurgen Mollemann.”” Economy Minister Lambsdorff was also considered a
supporter of the deal, although he refrained from taking a stand publicly.”®
The opposition Christian Democratic Union (CDU) was divided over the
issue.”” The party’s leader, Helmut Kohl, signaled his conditional approval,®®
while the party’s general secretary, Heiner Geifiler, took the opposite stance.™
The Christian Social Union (CSU) under Bavarian Minister President Franz
Josef Strauf8 supported the tank deal.® In this regard it was said—including
by Isracli diplomats®®*—that the party was primarily representing the interests
of the Bavarian arms industry.* The commentaries in the West German press
offered a broad spectrum of opinion, with proponents and opponents of the
arms deal more or less balancing each other out. Here, too, the critical voices
offered a mixed bag of arguments: some focused on the present-day situation,
while others referred to Germany’s role in World War II; some underscored
the need for specific consideration of Isracl, while others ignored this
aspect.” The greatest pressure in favor of an arms export approval came from
business representatives. In alarmist statements, the Federation of German
Industries (BDI) and both the oil and the construction industries claimed
that the Saudis would be likely to impose heavy economic sanctions on West
Germany should their wish to receive the tanks be rejected®—a scenario that
did not materialize. Among the opponents of the arms deal were the trade
unions, including both IG Metall (Industrial Union of Metalworkers) and
representatives of the German Trade Union Confederation (DGB).*
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A “Raw Materials Criterion” for Arms Exports?

In light of the widespread opposition to the planned exports, there was some
speculation in February and March 1981 that the West German government
had already decided to say “no.”®® Certainly, Schmidt did not feel that he was
in a position to give his Saudi hosts a positive answer on the tank issue when he
set out, in late April 1981, on his highly anticipated visit to Riyadh. At the same
time, however, Schmidt did not want this hesitancy to be interpreted as a fi-
nal rejection. In a confidential talk with Crown Prince Fahd, he indicated that
the sale of Leopard II tanks might be possible in the medium term, once the
federal government had revised its arms export principles. Schmidt reassured
Fahd that everyone in Germany knew “that he advocated the arms delivery to
Saudi Arabia.”®

By this time, the process of revising the Political Principles had already
begun. The central actor in this process was the executive branch, represented
by the Federal Chancellery, the AA, the BMWi, and the Federal Defense
Ministry (BMVg). Parliamentary input was provided by two working groups
of the SPD and FDP Bundestag caucuses.” Initially, the government appeared
to be taking the tack proposed by the coalition talks, namely, revising the
export guidelines in a way that cleared the path for tank deliveries to Saudi
Arabia. On March 24, 1981, Schmidt and Genscher discussed the intended
process of reform. Based on the “ideas expressed then,” as the records note,
the AA produced a paper in cooperation with the Chancellery, the BMW/,
and the BMVg that laid out fundamental considerations for the future
Political Principles. According to the paper, the term “area of tension”
(Spannungsgebiet) was to be retained as a general concept, while at the same
time criteria were to be defined that would permit the delivery of weapons
to such regions in exceptional circumstances. Three possible criteria were
listed, subsumed under the concept of “overriding security and alliance policy
interests.” The first two points were “strengthening the defense capabilities of
a friendly state” and “enhancing regional stability.” Whereas these two criteria
might apply to Saudi Arabia in a general sense, the third was tailor-made for
this country: “Also with regard to existential problems of securing energy and
raw materials, exceptions should be possible in certain individual cases.””

The paper was conceived as the basis for a discussion on the arms export
principles at the April 1 meeting of the Federal Security Council (BSR). At
this meeting, the BSR formally commissioned the four relevant ministries—
under the leadership of the BMWi—with the task of examining and revising
the existing regulations from 1971. One of the central questions of this study
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was to assess “whether and, if so, to what degree considerations that pertain
to safeguarding the supply of raw materials and energy could and should be
included in the decision-making criteria.” As things developed, the BMWi
would eventually propose to answer this last question positively by incorporat-
ing a “raw materials criterion”—the term used in the records—in the new arms
export guidelines”” To that effect, the first BMWi draft for the new guide-
lines, presented in mid-June, stated that exceptions could be made to the ban
on arms exports to areas of tension, should this affect the “existential econom-

ic interests of securing the supply of energy and raw materials” for the Federal

Republic.”

Genscher’s Dual Course

Foreign Minister Genscher’s position in the controversy over possible tank
exports to Saudi Arabia puzzled both the public and Israeli diplomats.”* Out-
wardly, the FDP leader was a master at avoiding any appearance of taking a
definite stand one way or the other.” Later he would maintain that he had
always opposed supplying Saudi Arabia with tanks”® Yet the evolution of
the proposed “raw materials criterion” for the revised arms export principles
demonstrates that the minister was originally involved in the effort to create
political leeway for weapons sales to Saudi Arabia. This is also supported by
other evidence. On January 18, 1981, Genscher said in a ZDF television inter-
view that West German arms exports could “be an instrument in pursuing our
national security interests, our energy policy interests.”” At the same time, the
Foreign Office’s policy planning staff presented an internal position paper that
supported a limited relaxation of Bonn’s arms export policy. The main argu-
ment became that shipments of arms to areas of tension in the Third World
could, under certain circumstances, have a “peace-enhancing” impact, if they
helped correct an imbalance of military power in the region”® This was a
break—presumably brought about by Genscher—with the stance previously
taken by the AA ministerial burcaucracy.

However, it is evident that Genscher was pursuing two different courses
simultancously, for he also committed himself early on to the principle that
the West German government must live up to its historical responsibility
toward Isracl when deciding whether or not to export tanks to Saudi Arabia.
He professed this in a confidential conversation with Ambassador Meroz
on January 16, 1981, and repeated this commitment shortly afterward in the
above-mentioned ZDF television interview and in a speech he gave in the
Bundestag.”” What is more, Genscher made this postulate of responsibility
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toward Israel the official position of his party and its parliamentary group. On
January 26 he publicly announced the contents of a position paper produced
by the FDP parliamentary group on federal arms export policy. This happened
after the group—in his presence—had held a tumultuous meeting. Numerous
FDP Bundestag members had taken umbrage at a draft by Jurgen Méllemann,
because they assumed its purpose was to pave the way for a tank deal with
Riyadh.® Genscher now summarized the “agreement achieved” in six
principles which the FDP later approved at a national party conference held
in Cologne that May. The paper confirmed the restrictive nature of Bonn’s
arms export policy, but kept the door open for possible relaxations by stating
that the criteria for arms exports “may need to be redefined and specified more
precisely” Whereas the first five points were of a general nature, the sixth was
directly applicable to the situation of a possible arms shipment to Riyadh:
“Arms exports to the Middle East must take into account the security interests
of Israel and the historical responsibility of the Germans toward the Jewish
people” ™

This wording in the FDP paper provided the draft formulation, as it were,
for the Isracl Clause that was approved by the BSR a year later on Genscher’s
initiative. In the perception of the West German press at the time and also
of historians later, the impact of Genscher’s program point went largely un-
remarked, as if this reference to the country’s past had been mere rhetoric
without any consequences for the decision-making process on tank exports to
Saudi Arabia."® This view may have originated in the fact that, of all the es-
tablished political parties, it was the FDP that had a reputation for keeping
its distance from Isracl; yet now the party was adopting a postulate of respon-
sibility for Israel as its own."”® For their part, the parliamentary groups of the
SPD and the CDU/CSU did not include a call for any specific consideration
of the Jewish state in their policy positions during the arms export debate of
1981/82.104

Thus, Genscher strove to achieve two objectives that were bound to come
into conflict with one another sooner or later. He was working to create the
conditions necessary for an arms deal with Saudia Arabia that the entire po-
litical class of Isracl—for whose security he felt especially responsible—would
protest against. While it is possible that Genscher just wanted to be prepared
for any contingency, there is also a more obvious explanation for the appar-
ently contradictory nature of his course. In the early months of 1981, Israeli
Prime Minister Begin was expected to lose the upcoming Knesset elections in
the carly summer and to be replaced in office by the then opposition leader
Shimon Peres.'” This assumption turned out to be wrong. However, during a
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visit to Bonn in January 1981, Peres had likewise given his German hosts mixed
signals, leaving the impression that he might possibly accept an arrangement
coupling the export of German tanks to Saudi Arabia with parallel arms ship-
ments to Israel.%¢

“To Free Oneself from All These Things””:
Schmidt’s Rhetoric of Drawing a Line

Genscher may have been banking on a transition of power in Jerusalem to rec-
oncile the objective of arms exports to Riyadh with the claim of special soli-
darity with Isracl. By contrast, various statements by Schmidt indicate that the
chancellor sought the arms deal precisely as a way to demonstrate that West
Germany’s foreign policy had emancipated itself from the moral constraints
resulting from the Nazi era.””

Shortly before he traveled to Saudi Arabia in late April 1981, Schmidt gave
an interview to the editors-in-chief of three Saudi newspapers. When asked
directly about West Germany’s link to its wartime past, Schmidt emphasized
that German-Israeli relations were treated as “normal relations.”'*® In a ZDF
television interview, the chancellor was asked whether “consideration for
and an obligation toward Israel” were reasons for the Bonn government
to place restrictions on arms exports to Saudi Arabia. Schmidt answered
brusquely (and rather evasively): “No, we do not allow any other country or
the government of another country to tell us what we can or cannot do.”'"’
Once in Riyadh, he had to disappoint his hosts for the time being on the tank
issue. Speaking off the record with German journalists on his journey back
from the Gulf region, Schmidt was asked how he might position himself in
the future in order to still be able to realize the arms deal with the Saudis. He
answered: “We Germans have to put behind us slowly and incrementally all of
the eggshells that my generation brought with it from World War IL It cannot
be that German foreign policy in the 1990s will still be overshadowed by
Auschwitz.” He conceded that this might be difficult for people of his age; but
the next generation would have to learn “to conduct politics in the interest of
our people.” He added: “They have to be able to free themselves from all these
things”"’ Later in this conversation, Schmidt accused those in Bonn who
criticized the proposed arms deal with Saudi Arabia of “using German foreign
policy to vent the all too justified guilt complex that followed Auschwitz.”™

The tenor of these comments was echoed in a longer interview that Schmidt
gave about his Middle East policy on ARD television on April 30, 1981, which

would become the immediate catalyst for the Schmidt-Begin conflict."* Later
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it was suggested by some that the Isracli prime minister only attacked Schmidt
because he had spoken out in the interview for the rights of the Palestin-

5 However, the Schmidt/Genscher government had been doing that for

ians.
years, along with other member states of the European Community.* What
critics—and not just Begin or other Israclis—found really scandalous was the
ideas that Schmidt used to underpin his Middle East policy stance, coupled
with a series of allusions and omissions regarding Germany’s past. He used the
terms obligation, responsibility, and morality exclusively to justify pro-Arab
steps—which in the context of the interview included not only taking up the
Palestinian cause but also German arms shipments to Saudi Arabia.

At one point Schmidt appeared to marginalize the Holocaust in
his retrospective consideration of the Nazi era—or, interpreted more
benevolently, at least to decouple it from German-Isracli relations. This was
apparently not an oversight but rather the logical conclusion of Schmidt’s
train of thought. He had, after all, started out by emphasizing that German-
Arab relations were so good because the Arabs had not had any negative
experiences of the Germans during World War II. Here Schmidt spoke of a
“historical advantage,” without raising the problematic fact that some Arab
actors had collaborated with the Hitler regime.> Schmidt contrasted the
allegedly unclouded historical state of German-Arab relations with the strains
encumbering West German foreign policy in relation to other peoples and
countries on account of Germany’s Nazi past. While he explicitly mentioned
the Dutch, Danes, Norwegians, French, Greeks, and Italians, “to name but a
few,” his list excluded Jewish victims, the Holocaust, and relations with Israel,
as well as Russians, Poles, and all other peoples of Eastern and Southeastern
Europe.”® In light of all his statements in this interview, it was casy to get the
impression that Schmidt was determined to banish completely the memory
of the Jewish annihilation from Bonn’s Middle East policy. The impact of his
words was intensified by the timing of the interview, which was held, of all
days, on Yom HaShoah, Holocaust Remembrance Day in Isracl.

Surprisingly, Schmidt’s 1981 rhetoric of drawing a line under the Nazi past
made far less of a mark on the critical consciousness of subsequent generations
than, for example, the widely rebuked yet more moderate formulation of “the
blessing of a late birth,” with which his successor, Helmut Kohl, during a trip
to Israel three years later, tried to signal his own unencumberedness with re-
spect to Germany’s past."” What helped Schmidt at the time was the reaction
of the Isracli prime minister to the ARD interview—a reaction which was so
polemical and overblown that the words that had prompted it paled into in-
significance, at least in the eyes of some German observers.
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Not only did Begin publicly accuse the chancellor of “arrogance and im-
pudence” and insinuate that he was motivated by “greed” in his dealings with
Riyadh."® The Isracli prime minister also reproached Schmidt for his personal
past in the Wehrmacht and characterized him as an officer who had remained
loyal to the regime and “never rescinded his oath of loyalty to his fithrer Adolf
Hitler” At the same time, Begin suggested that Schmidt was at least indirectly
complicit in the annihilation of the Jews owing to his deployment to the East-
ern Front in 1941."” His claim that Schmidt was present at the execution of the
conspirators in the plot to assassinate Hitler on July 20, 1944, was absurd. In
fact, the former first licutenant had been commanded by the Reich Ministry of
Aviation to observe the trials of some of these men held in the so-called Peo-
ple’s Court.” Furthermore, Begin explicitly accused the entire German war
generation of being collectively guilty for the Holocaust, in which Begin’s par-
ents and brother had perished.” He said he had never forgiven the German
people as a whole. He repeated variations of these reproaches, first made at a
political party event on May 3, 1981, for an entire month—in a radio interview,
at election campaign appearances, and in the Knesset.”> His comments led to
an intense controversy in the public sphere of both countries that would be-
come known in the history of German-Isracli relations as the Schmidt-Begin
conflict.

The Schmidt-Begin Conflict as a Turning Point

Until now, researchers have usually emphasized that the Schmidt-Begin con-
flict led to a general alienation and a strong polarization in German-Israeli rela-
tions.” This is not incorrect, yet at the same time this crisis also seems to have
acted as a kind of catalyst that gave lasting validity to the postulate of historical
responsibility for Israel, at least in West Germany’s political class. It is true that
politicians and the media in the Federal Republic were virtually united in their
opposition to Prime Minister Begin’s statements, while the Israeli public was
united in its condemnation of Schmidt’s interview remarks. Yet this does not
mean that the chancellor received no criticism within Germany, just as Begin
was accused by many commentators in Israel of having damaged the country’s
interests with his political style.**

The resonance in West Germany was actually quite nuanced. On the one
hand, politicians and journalists were outraged.”” They repudiated both Begin’s
personal attacks on Schmidt and the claim of a German collective guilt.”® He
was frequently accused of using this invective for electioneering purposes.’”’

At the same time, the tenor of some comments was that Begin was abusing
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the memory of the Holocaust to disqualify criticism of Israel’s treatment of
the Palestinians. Some voices drew parallels between Nazi crimes and Isracl’s
policy of occupation, and referred to Begin’s own past as a commander of the
militant underground organization Irgun.'*® Other commentators accused
him of ingratitude in light of the reparation payments made by the Federal
Republic.” Sometimes antisemitic stereotypes shone through, such as
when it was suggested that Begin was driven by an Old Testament desire for
vengeance.™"

On the other hand, the protests against Begin, vehement as they were, re-
mained astonishingly defensive with respect to historical-political arguments.
At any rate, the controversy with Israel’s prime minister did little to advance
Schmidt’s original objective, namely, to free Bonn’s Middle East policy from
the “shadow of Auschwitz.” In May 1981 it was rather exceptional to find a
West German public opinion leader who explicitly called for decoupling rela-
tions with Israel from historically determined considerations.”

Indeed, the Schmide-Begin affair appears to have advanced the opposite
tendency in the Federal Republic. More clearly than ever before, politicians
from both the governing and opposition parties invoked, during the
Bundestag debate in which Begin’s comments were discussed and unanimously
repudiated, a historically rooted responsibility of the Germans for Isracl.**
Even Schmidt, who had just propagated drawing a line under Germany’s
Nazi past with regard to Isracl, now spoke of the Federal Republic’s “special
historical responsibility” toward the Jewish people, which “naturally” included
the state of Isracl and also applied to the postwar generation in Germany.”
However, the chancellor did not publicly address the accusations Begin had
leveled against him. Foreign Minister Genscher, who had already accepted a
historical responsibility for Israel’s national security before the Schmidt-Begin
conflict, now went a step further by relating this postulate to Bonn’s own
interests: “There is no contradiction between our interests and what we feel to
be our historical responsibility.”*4

The reactions of the West German press were not limited solely to coun-
tering Begin’s attacks. In numerous editorials, commentators asked critically
whether the German government had recently failed to show the necessary
solidarity with Isracl. For example, the Siiddeutsche Zeitung, a daily newspaper
not known for taking a pro-Israeli stance, asked: “Haven’t we . . . tried to sup-
press, more unconsciously than consciously, the always ‘special’ relationship
with this country as something that is inconvenient in practice, and sometimes
hinders the course of diplomacy and of commerce?””® The commitment to
solidarity with Israel and the criticism of Begin were by no means mutually
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exclusive; indeed, the tenor of many of the statements was that German-Isracli
cooperation had to be protected from the attacks of the prime minister.

For West Germany’s foreign affairs community, the Schmidt-Begin conflict
was evidently a shock; as a result, the value of good relations with Israel was
reassessed. For a time, there appeared to be a real danger that the entire pro-
cess of German-Israeli reconciliation might collapse, which could hardly be in
the interest of the Federal Republic. Moreover, the conflict also endangered
Bonn’s relations with the American Jewish community. This became plain in-
ter alia during Schmidt’s visit to the United States in the second half of May
1981—his first visit there since Ronald Reagan had become president—when
a meeting with the top leadership of the Conference of Presidents of Major
American Jewish Organizations almost ended in embarrassment. Schmidt
threatened at one point to leave the session when his Jewish counterparts re-
peatedly criticized him for his interview remarks.*¢

The decisionmakers in Bonn were certainly concerned that a rift with
American-Jewish organizations could harm the reputation of the Federal
Republic in the eyes of the US public, and thereby negatively affect German-
American relations as such. The fact that public Holocaust remembrance had
gained considerable weight in the United States during the 1970s also played
a role—a development Schmidt was well aware of.®” In January 1982 Yitzhak
Ben-Ari, Meroz’s successor as Isracli ambassador, reported from Bonn to
Jerusalem that Schmidt had informed his advisers of his change of mind on
the issue of shipping tanks to Saudi Arabia. It was assumed “that Schmidt had
taken into account the relations between the United States and the FRG and
had changed his decision for that reason as well.”*®

In light of the potential impact on international politics that could be
anticipated—in addition to the domestic opposition—the cost-benefit calcu-
lation of a possible tank deal with the Saudis may have changed considerably
in Bonn, even though the Reagan administration did not oppose the German
arms shipments to Riyadh. Schmidt obviously had to acknowledge that there
were red lines in German-Israeli relations that it would be risky to cross. The
West German government drew at least one major lesson from the harsh con-
flict between Bonn and Jerusalem, namely, that a sensitive approach to bilater-
al relations with Israel was less an obstacle than a prerequisite for being able to
play an active and balanced role in the Middle East conflict.”

From such a perspective, acknowledging its historical responsibility for
Isracl’s security could well have appeared to be a necessary conflict-avoidance
strategy for German policy; this postulate was thus no longer merely an
expression of a moral (and, cynically speaking, dispensable) attitude. At the
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same time, it can be argued that, ultimately, there was only one way out for the
German government in the tank export controversy, if it wanted to avoid the
humiliation of bowing to the pressure of Isracl and its German supporters: to
impose a commitment on itself to recognize Germany’s responsibility toward
the Jewish state by virtue of its own sovereignty.

Here it is important to bear in mind the difference between responsibility
and obligation. During the Schmidt-Begin controversy, the Isracli public as-
serted more vehemently than ever before the Federal Republic’s obligation to
support Israel for historical reasons.*” This was evidently a reflex reaction to
Schmidt’s message (as perceived by the Israclis) that the Germans were in debt
to the Arabs. Bonn may have realized that rather than repudiate them, it was
far more opportune to reinterpret the Israeli claims to suit its own interests;
in other words, to accept not an obligation to but a responsibility for Isracl.
This could be left open to Germany’s own interpretation and in cases of doubt
could also legitimize criticism of the Israeli government.

It is explicable why this type of self-imposed commitment was kept se-
cret in 1982. Apparently, Schmidt was concerned that both he and the Saudis
could lose face if it looked as though the tank sales were being denied owing
to Bonn’s concern for Isracl. The confidential protocol note, however, gave the
German government an internal instrument with which to avoid clashes with
Israel over arms shipments to Arab customers, while allowing Schmidt not to
revise publicly his previous statements about deciding questions of arms ex-
ports without any historically determined qualms.

Turning Down Riyadh despite the New Arms Export Guidelines

For the German government, the Schmidt-Begin conflict was obviously
a turning point in its policy toward Isracl, which also had an impact on the
decision-making process regarding tank sales to Saudi Arabia and the ongoing
revision of its arms export principles. In the second half of 1981, Schmidt and
Genscher abandoned the idea that Leopard II tanks might still be delivered
to Riyadh, at least in the medium term. At two meetings with representatives
of American-Jewish organizations that summer, the chancellor now boasted
that he had turned down what would have been a lucrative arms deal for West
Germany with the Saudis out of special consideration for Isracl™ In carly
October, Genscher let it be known at a press conference in Qatar that in the
future Bonn would not be approving arms sales to Isracl or other countries
in the Middle East—which was widely interpreted as an abandonment of
the tank deal? Genscher sent a similar negative signal when he met Saudi
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Crown Prince Fahd later that month at the North-South Summit in Cancun,
Mexico.*?

As far as the revision of the arms export guidelines was concerned, that
summer the AA directorate-general for economic affairs urged that, contrary
to the BMWi’s original intention, the “raw materials criterion” should not
be explicitly declared as a new exceptional case for possible arms deliveries to
areas of tension.* The point was to avoid giving the impression to the out-
side world that the West German government was creating a special arrange-
ment for Saudi Arabia and planned to base its arms export policy on an “oil
for arms” business model in the future® At the same time, the directorate-
general for economic affairs pointed out that the security of Germany’s supply
of energy and raw materials could be subsumed implicitly under the heading
of “overriding security policy concerns,” which would constitute a general cri-
terion permitting exceptional arms exports to areas of tension.'*® The BMWi
accepted the proposal to record this conceptual connection—in which securi-
ty policy also encompassed securing raw materials—in a protocol note to the
new Political Principles. Genscher reacted to this by announcing that he, for
his part, would enter an “Israel caveat” in the record.'’

At the working level, the other ministries and the Chancellery immediately
approved the notion—as suggested by the AA—to take into account “the his-
torical responsibility of the Germans toward the Jewish people” with regard to
arms exports to the Middle East."*® The records do not indicate that Genscher
met with any opposition to his initiative from Schmidt, Economy Minister
Lambsdorff, or the other ministers represented in the BSR. Subsequently, on
March 3, 1982, the Isracl Clause was accepted as worded above by the commit-
tee,"”? before the BSR passed the new arms export principles at another meet-
ing on April 28, 1982.%°

Without the Isracl Clause, the revised guidelines could well have been
interpreted in a way that would have justified the Saudi tank deal. For even
though they tightened the regulations in certain ways,” overall they brought
about a decisive relaxation. For one thing, the previous ban on shipping war
weapons to areas of tension was replaced with the laxer stipulation that arms
shipments to non-NATO countries were not allowed “to contribute to an in-
tensification of existing tensions” (clause 13). For another, the new guidelines
included a rather elastic clause stating that the export of war weapons to non-
NATO countries could be approved if, “in individual cases, vital interests of
the Federal Republic of Germany speak in favor of an exceptional authori-
zation” (clause 9). Naturally, the safeguarding of West Germany’s oil supply
could have been considered a “vital interest.”

Leber: Arms Exports and Holocaust Memory 219



When the main elements of the revised guidelines (excluding the Israel
Clause) became publicly known in February 1982, the German press did
indeed expect that it would now be possible to legitimize the tank deal with
Riyadh.™ The Saudi leadership also appears to have interpreted this in the
same way. In early March, by way of the West German ambassador to Jeddah,
the Saudis officially renewed their request to purchase Leopard II tanks.
However, by mid-March, that is, two wecks after the Isracl Clause had been
passed by the BSR, the Chancellery was preparing to issue a final rejection
of Riyadh’s request.** The negative news was delivered to the Saudis twice—
first in early June in Bonn by Hans-Jirgen Wischnewski, who handed the
Saudi chargé d’affaires a pertinent non-paper from the Foreign Office, and
four weeks later by the German ambassador to Jeddah, who met with Saudi
Deputy Foreign Minister Sheikh Mansouri to inform him about the matter.”

Even before this, on May 26, 1982, Helmut Schmidt had made a public re-
mark that attracted attention. At an appearance before the Foreign Press As-
sociation in Bonn, the Isracli TV correspondent Zvi Lidar asked him whether
the shipment of tanks to Riyadh would be possible according to the new arms
export guidelines. Schmidt answered by saying that he wanted finally to put a
“legend” to rest. At no point in time, stated the chancellor, could any state in
the Middle East have assumed that the Federal Republic “would have wanted
to sell or permitted the sale of battle tanks [to it], neither according to the old

principles nor according to the new ones.”¢

Historical Responsibility for Israel: A New Concept

The secret protocol note of 1982 had implications far beyond the short-term
political context of a possible arms deal with Saudi Arabia. In fact, the norm
then established by the BSR regarding the handling of Germany’s past marked
a turning point in the history of West Germany’s Israel policy in general.
This assertion might seem surprising. Today, the view is often expressed by
Germany’s political class that taking special account of the Jewish state in light
of the Nazi past has been a constant feature of (West) German foreign policy
since the founding of the Federal Republic. For example, Chancellor Angela
Merkel depicted it in this way when she declared in her oft-cited speech before
the Knesset in 2008 that Isracl’s security was part of Germany’s raison d’étre.
She placed her declaration in the context of a continuity in German policy
that had supposedly existed for decades: “Every German government and every

German chancellor before me were committed to Germany’s special historical
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responsibility for Israel’s security””” Similar assessments can be found in many
journalistic or academic contributions.>®

If one looks at Schmidt’s tewo predecessors in the Chancellor’s Office who
were pioneers in foreign policy, the assumption that the Federal Republic
has maintained a continuity in its Isracl policy seems plausible at first. Both
Konrad Adenauer and Willy Brandt are rightly regarded as historically aware
statesmen who strove for reconciliation in the shadow of the Nazi era, keeping
foremost in their minds the atrocities perpetrated against the Jews. Neverthe-
less, the protocol note of the Schmidt/Genscher government was not in line
with the Israel policy of the two former chancellors.

This becomes evident when the characteristics of the 1982 BSR clause are
examined more closely. First, the postulate of responsibility toward Israel was
formally fixed and declared to be the general norm for an entire field of German
foreign policy. Second, for Bonn’s foreign policy, the Israel Clause obviously
implied a lasting commitment that was not subject to any time limit, such as
might have occurred with the passing of generations on the German and the
Israeli side. Third, with the protocol note, the German government showed its
willingness to accept political or economic costs on behalf of Isracl—namely,
by refraining from certain German-Arab arms deals that might otherwise have
been justified for strategic or economic reasons. And fourth, the clause defined
responsibility for Isracl’s security as part of Germany’s own national interests.

With regard to the first point, no formal directive is known to have ever

160 that made

been adopted by the governments led by Adenauer’ or Brandt
Germany’s responsibility toward Israel a normative guideline for their own
policies. The Christian Democrat Konrad Adenauer certainly did not use
the term “responsibility” in connection with the Jewish state. The central
concept of his Israel policy was moral obligation.® In the early years of his
chancellorship, he conveyed the impression that the obligation ensuing from
the Holocaust could be redeemed and thus overcome—namely, through the
Luxembourg Agreement on reparations that in 1952 laid the foundation for
future relations between the Federal Republic and Israel. Even beyond this
agreement, Adenauer granted substantial benefits to the Israeli side, especially
in the form of secret arms shipments and loans worth billions."* However, at
that time the German government was under pressure to compensate Israel for
refusing to establish diplomatic relations out of fear of Arab sanctions.®®

In later years Adenauer stated that Bonn would remain obligated to Israel,
even after the material reparations had been fully paid.** However, his attitude

remained ambivalent. In his memoirs the former chancellor emphasized the
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hope that a “normalization of relations” between Isracl and the Federal Repub-
lic would evolve through the reparations and “the healing power of time.”'¢®
Adenauer set a different emphasis in a journal article that he published after
his (officially private) trip to Israel in 1966. In this article he spoke of “Israel’s
special place in our foreign relations” and advocated that the Jewish state con-
tinue to receive “special benefits” in the future.'*®

Even though the German government under Adenauer did not officially
codify such a norm, he hinted at the postulate of a lasting commitment of the
Federal Republic to Israel at least after he had left office. However, it is not
evident that Willy Brandt, who became chancellor in 1969 as the head of a
Social-Liberal coalition, supported such a position. In dealing with the Nazi
past, Chancellor Brandt oscillated between future-oriented rhetoric and ap-
peals for the Federal Republic not to shirk responsibility for the crimes of the
Nazi regime'—a responsibility that he himself, although exonerated from
any personal guilt, was willing to bear. He demonstrated this impressively
when he fell to his knees before the monument honoring the victims of the
Warsaw Ghetto Uprising.'®

Yet historical responsibility was not something that Brandt’s government—
with Walter Scheel from the FDP serving as foreign minister—would have
made a guiding principle for its bilateral relations with Israel. Instead, it fol-
lowed the stated paradigm of “normalization” vis-a-vis Jerusalem and modeled
its stance toward the Middle East conflict on the idea of “evenhandedness.”'®
Although the chancellor repeatedly signaled an emotional commitment to the
Jewish state, he sought to reconcile this commitment with the claim of an op-
erational Israel policy that was not to be subject to the principle of historically
conditioned consideration.” Brandt’s way of expressing this dual perspective
was to refer to the rather self-contradictory concept of “normal relations of a
special character” that existed between the two countries.”

In the domestic political debate about the Nazi past, Brandt emphasized
that the advent of a new generation alone would not bring about an unbiased
approach to German guilt.”” At the same time, however, he apparently saw
Bonn’s political obligations toward Isracl and the Jews as subject to a kind
of statute of limitations. In the run-up to his June 1973 visit to Isracl, Brandt
claimed in an interview with Israeli television that, almost three decades af-
ter the Holocaust, a growing number of his compatriots no longer felt con-
nected to the Nazi past.”® During the trip itself, Brandt sent similar signals.
When his hosts asked him about financial compensation for a certain group
of East European Holocaust survivors who had received nothing up to that

point, Brandt was reluctant to answer. Among the reasons for his reticence, he
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said, was “the historical fact that already now over so percent of the German
population has been born since Hitler’s war. This segment of the population,
at least, expects policies oriented toward the future.”" The idea, in the context
of Bonn’s Israel policy, that the crimes of the Nazi era would gradually lose im-
portance as a consequence of demographic change was a characteristic line of
argument in all political parties in the 1970s.”

While Brandt did indeed speak about a “special responsibility” of the
Germans in the Middle East context, he interpreted this claim exclusively to
mean that Bonn was obliged to promote peaceful reconciliation between the
warring parties in the region.”® What this actually meant was that the Israclis
could not expect more from the Federal Republic than the Arabs could. Such
a handling of historical responsibility incurred little cost for Bonn and legit-
imized the “even-handed” Middle East policy pursued by the Brandt/Scheel
government for its own present-oriented reasons. Brandt’s government did
not want to jeopardize its policy of détente with the (pro-Arab) Eastern Bloc;
it was a co-initiator of the common foreign policy of the European Commu-
nity states, which increasingly supported Palestinian rights; and it sought to
renew West German-Arab relations, which had collapsed in 1965 in the wake
of Bonn’s diplomatic recognition of Israel. Since the first oil crisis of 1973, con-
cerns about the supply of oil from the Arab region also played a role in this
process.”’”

This did not prevent the Brandt/Scheel government from acting in Israel’s
interest in some cases. For example, after the Yom Kippur War broke out in
the fall of 1973, the German government at first tolerated the American
transport of supplies via West German territory before prohibiting it in a
highly publicized manner.” Likewise, the Schmidt/Genscher government
supported Israeli interests on certain issues. It played a key role within the
European Community, for example, in promoting the 1975 European-Isracli
free trade agreement.”” In addition, it left intact Bonn’s annual development
aid for Israel of 140 million deutsche marks.®® At the same time, Schmidt and
Genscher campaigned hard for the Palestinians’ right to self-determination,
against Israeli protests, and repeatedly went beyond the common positions of
the European Community countries.”

The fact that historically based responsibility for Isracl was not the concept
that shaped Bonn’s foreign policy in the 1970s is particularly evident in the
Foreign Office’s handling of arms exports. At that time, those responsible in
the diplomatic service always opposed fulfilling the requests of Arab coun-
tries for German weaponry, but they did not justify this position with con-
cerns about the security of the Jewish state; instead, they used the postulate

Leber: Arms Exports and Holocaust Memory 223



of West German neutrality in the Middle East conflict. They feared that oth-
erwise, if they supplied arms to Arab customers, they would have to approve
arms exports to Israel as well. This, in turn, would ultimately put more strain
on German-Arab relations than could be remedied by fulfilling Arab arms re-
quests.® When Foreign Minister Genscher formulated the claim in January
1981 that the historical responsibility of the Germans toward the Jewish peo-
ple should be taken into account in arms exports, he actually introduced a new
element into the arms export policy of the Social-Liberal government.

The change in West German policy toward Isracl that the BSR clause
brought about in 1982 is reflected even more clearly in the position adopt-
ed by Helmut Schmidt. For the longest period of his chancellorship, he was
not inclined to infer a special relationship to the state of Israel from the Nazi
past. On November 9, 1978, for example, Schmidt gave a much-noted speech
in the Cologne synagogue on the fortieth anniversary of Kristallnacht. The
speech contained a passage about the Middle East in which Schmidt did not
mention Israel’s right to exist. Yet he stressed that one lesson learned from
German history was the importance of championing peoples’ right of self-
determination—an obvious reference to the interests of the Palestinians.!®

Above all, however, Schmidt claimed that there was an inherent contra-
diction between the interests of West Germany and a German governmen-
tal practice that embraced the historically based consideration for Isracl as a
norm. As he said to journalists traveling back from the Gulf with him in April
1981: “Conduct politics in the interest of our people” meant freeing Bonn’s
foreign policy from outdated obstacles, which in this specific case prevented a
tank deal with Saudi Arabia.® The change in the meaning of the term “inter-
est” makes the turning point associated with the 1982 Israel Clause particularly
tangible. According to the protocol note, “the historical responsibility of the
Germans toward the Jewish people” did not run counter to the “overall inter-
ests” of the Federal Republic—on the contrary, it was part of them.

Epilogue: A Sustainable Change

It remains to be considered whether the change in West Germany’s Israel pol-
icy that took place in Bonn in 1981/82 was sustainable. After all, by October
1982 the SPD/FDP government had been replaced by a Christian Democrat—
Liberal coalition led by Helmut Kohl. The fact that Genscher remained in of-
fice as foreign minister provided a measure of continuity. At the same time, the
Isracl Clause did not automatically rule out further conflicts between Bonn
and Jerusalem over possible German arms exports. In 1983/84, plans by the
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new German government to approve a tank deal with the Saudis again caused
considerable tension in German-Isracli relations before this armaments project
likewise failed.” As a matter of fact, the decision of spring 1982 to make his-
torical responsibility for Israel a criterion for arms exports was not revised by
Kohl’s government, but rather readopted and thus reaffirmed. Although the
CDU leader did not use the same rhetoric of normalization as Schmidt,'®¢ cer-
tain parallels are unmistakable. The original claim to be unrestricted in arms
export matters was followed by heated arguments with Israel and ultimately by
the commitment to historical responsibility for the Jewish state.

In this commitment the Christian Democratic chancellor eventually went
even further than the Social-Liberal coalition government. Not only did the
responsible officials of the AA and the BMWi cite the existing Israel Clause
internally as an argument against tank shipments to Saudi Arabia,®” Kohl in
fact also changed Bonn’s communications policy. Both in 1982 and 1984, his-
torically based consideration for Isracl was decisive in the refusal to approve
the tank deal with Riyadh. Kohl and his government openly acknowledged
this to the Saudis*® Schmidt, on the other hand, had signaled to Jewish in-
terlocutors that it was Germany’s Nazi past that prevented it from approving
arms exports to Arab customers. However, vis-a-vis the Saudis, he maintained
to the last that should his government not approve the tank deal, this would
have nothing to do with any obligation to Isracl®® Schmidt apparently felt
that any historically based consideration for Isracl was an expression of weak-
ness that could have negative consequences for the international prestige of
the Federal Republic.

By contrast, later German governments increasingly used the claim of re-
sponsibility for the Jewish state to project a positive image of Germany ex-
ternally. Even though (West) German policy toward Israel has set different
emphases since 1982, the commitment to historical responsibility as an over-
arching paradigm has not only remained intact but has even gained in signifi-
cance. At the same time, one of the central lessons of German Middle East pol-
icy has been that a historically aware attitude toward Israel does not necessarily
mean alienation from the Arab side. Thus, after the Oslo peace process began
in the 1990s, the Federal Republic advanced to become a leading donor to
the Palestinians. To a large extent this can be understood as an element com-
plementing the special German-Israeli relationship. Still, despite everything,
the relationship between the Federal Republic and Israel has remained ever
conflict-prone to this day. Nevertheless, the controversies that arise with re-
spect to Berlin’s policy on German-Israeli relations usually revolve around the
question of how historical responsibility for the Jewish state is to be interpret-
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ed, implemented in practice, and reconciled with other interests—but rarely
around whether such responsibility exists at all.
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Arms Exports: The Normality
of a Scandalous Subject

A Comment

MICHAEL GEYER

On February 19, 2022, just a few days before the Russian invasion of Ukraine,
a German opinion poll found that 63 percent of respondents opposed sending
weapons into “war and crisis areas,” against 34 percent who thought this might
bejustified in some cases. A mere 3 percent did not know.' The surprisingly high
level of certainty in matters of arms transfers suggests deep-rooted convictions.
A similar poll some five years carlier counted a whopping 83 percent who said
they were opposed.” These polls must be taken with a grain of salt, but they do
confirm the overall sense, reinforced by still more polls, that Germans want
their foreign relations to be peaceful, or, as one op-ed remarked, “want to do
good in the world, but preferably the soft way.”> When on Sunday, February 27,
Chancellor Olaf Scholz announced in a policy statement to the Bundestag the
rearmament of the Bundeswehr and direct, if still tightly circumscribed, arms
exports to Ukraine in light of the Russian invasion on February 24, this was
an epochal change—in the first place because it met with the overwhelming
approval of the German public. Much will be written about this policy
statement and what may come of it. Skeptics were quick to point out that
nothing much or not enough came of it in the immediate aftermath, while
critics feared that too much was happening already.’ Their call for prudence
(Besonnenbeit) instantly produced a media storm of indignation.
Retrospectively, on the question of arms exports, the more tantalizing and,
for a historian, more answerable question runs as follows: How did Germany
emerge as one of the world’s top arms exporters—reaching an all-time high in
2021—even though German opinion roundly rejected such exports on prin-
ciple?” This contrast need not be understood as contradictory, but the simul-
taneity of a high level of arms exports and widespread skepticism about them
requires explanation. The argument here is that in order to find an answer to

this apparent paradox we must examine the arms (export) control policy and



the politics of the social-liberal coalition governments of Willy Brandt and
Helmut Schmidt in the long 1970s, a model that is unraveling before our very
eyes in 2021/22 at the hands of another socialdemocratic-liberal-green coali-
tion under Chancellor Scholz.

Implicit in this argument is a historical-temporal proposition. I will take
the half century between the 1970s and 2020s as a single unit of analysis,*
viewed as a fifty-year European interregnum. As an effect of détente, Germany
and Europe in those years began to move beyond the Yalta/Potsdam truce
in Europe that facilitated a tense, conflictual and highly militarized, but
experientially “miraculous” postwar reconstruction. Typically, this period is
associated with the uncertainties of rapid globalization (1970s-2008) on the
one hand and the end of the Cold War in Europe in 1989/1991 on the other
hand, with the 1989/1991 caesura as the main turning point. But I agree with
those who mark 1979 as a watershed year, and while this may have appeared as
a mere periodization game, the events in 2022, foreshadowed in developments
since 2008, suggest otherwise.”

This framing might appear as somewhat of an overreach for a comment on
a sct of papers about German and Austrian arms exports and their control, but
not if we consider that one, if not the key feature of the 1970s—2020s interreg-
num was the making and unmaking of a Europe-wide arms control and dis-
armament regime that reduced force levels in Europe—notwithstanding the
continuing presence of tactical nuclear weapons—to an all-time low, at least
by twentieth-century standards.” Arms export controls are an altogether mi-
nor, though not negligible, aspect of this overall regime of arms control. They
can serve as a point of entry into the European arms control and disarmament
regime that defined the era. This approach may even make sense of the initial
puzzle of Germany and Austria “after the boom” with their simultaneous arms
(export) controls and growing arms exports." The solution may well be that
while Europe and especially central Europe disarmed to a level unseen since

the late nineteenth century, the world as a whole rearmed like never before.

How to Control Arms Exports?

The three essays in question here explore the politics of German and Austrian
arms exports during the 1970s and early 1980s. They emphasize the key role of
these two decades in shaping the future of arms exports. The public and po-
litical controversies extending into bureaucratic quarrels and legal challenges
over arms exports are their focus.” The primary source of contention and the
trigger for conflict were exports to the Middle East.” The essays show in rich,
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empirical detail that (potential) arms exports unsettled domestic German and
Austrian politics. They further demonstrate how the resolution of these ten-
sions led to the assertion of state regulatory controls over arms exports in the
Federal Republic in the one case and to a massive corruption scandal in Austria
in the other. Above all they demonstrate—paradoxically one might think, until
reading the three essays—that successful arms exports depended on compre-
hensive regulation. Austria failed this test with calamitous results, but Austria
also proves that the collapse of an arms industry in scandal and prosecution
was not the end of the story. Austria has since emerged as one of the eminently
successful open-market small arms producers.

Each essay has its own agenda. For Bettina Weiigerber the main issue is
the attempted reordering of arms export politics under Helmut Schmidt’s
chancellorship (1974-82)." The trigger was the political blunder of the liberal
minister of the economy, Hans Friderichs, who promised Shah Reza Pahlavi of
Iran a general license for production facilities for the yet to be fully developed
advance version of the main German battle tank, the Leopard II. Weiflgerber
shows how politically unpalatable such neoliberal initiatives in the arms sector
were, even if they came from the German minister of the economy in the dire
situation of the oil crisis of 1973. Equally important, the minister’s initiative
was made to sink in the morass of inter-ministerial negotiations. But it is also
worth recalling that, while the proposed tank deal fell through, it was just one
feature in a more expansive web of military and industrial commodity deals;
that the export of technology and know-how extended into the field of (pro-
hibited) chemical weapons; and that, as important as the crisis of the 1970s
was as a German push factor, the decisive pull factor of this entire complex was
the escalating tension over predominance in the Near East between Iran, Iraq,
and Saudi Arabia.P

The upshot is that German arms exports remained within the purview of
the state. Although Friderichs’s initiative set in motion an intragovernmental
process of loosening restrictions, his effectively neoliberal notion of exports
of weapons and technologies found next to no support. The government of
Chancellor Helmut Schmidt nevertheless came to deviate from its predecessor
under Willy Brandt (1969-74). The latter had instituted a series of “Political
Principles,” which set up and were to guide an inter-ministerial regulatory ma-
chinery for arms exports.'® Interestingly, Schmidet, as minister of defense in the
Brandt government, had pushed for these guidelines, which he subsequently
set out to change after becoming chancellor. This has puzzled historians, and
there is a debate about how and whether this change occurred. Weifigerber
can show—and Leber’s essay backs her up—that Schmidt’s arms export pol-
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icies did indeed change, but neither in the direction Friderichs had pursued
nor in the direction Schmidt had intended. Schmidt continued the process of
bringing arms exports under closer state control, but in a categorically differ-
ent manner than Brandt. Schmidt intended to institute a new policy, but what
he got was a simplified and flexibilized bureaucratic mechanism.

Brandt’s Political Principles were distinctly history oriented and normative
(not to repeat the past), whereas Schmidt’s were security oriented and explic-
itly anti-historical. Schmidt sought to “securitize” Brandt’s normative arms
export policy. That is, if “never again” (no exports that might exacerbate in-
ternational tensions or support autocratic regimes) was the defining principle
for Brandt, Schmidt introduced balance of power considerations as guiding
principles.” If Brandt’s regime was part of the postwar normative rejection of
power politics, Schmidt aimed at modernizing the raison détat in a compre-
hensive security policy® If Brandt’s arms export politics excluded most of the
world as recipients of German arms exports (with loopholes that permitted
ample exceptions), Schmidt’s approach was distinctly global and globalizing.
Schmidt’s security-minded, balance of power-oriented raison détat in matters
of arms exports fit hand in glove with his more general approach to East-West
security politics. It is the better-known part of the story that this policy put
him at odds with his own Social Democratic Party (SPD) and engendered the
growing public revulsion against nuclear weapons that shaped Schmidt’s final
years as chancellor.”

The Schmidt government eventually settled on a new set of Political Principles
in 1982 but it proved to be unable to translate Schmidt’s policy vision into
politics. It was not, as one might have expected, public protests that stopped
Schmidt’s initiative, though prospective weapons exports to the Near East (Iran
and Saudi Arabia) caused a ruckus and were eventually denied. Rather, the policy
failed because a state-driven, globalized, and more flexible arms exports regime,
unhindered by normative concerns, would have meant introducing a case-by-case
approach to all arms exports (beyond NATO) and linking it to a comprehensive,
region-by-region risk assessment that covered the world at large. Comprehensive,
global risk-assessment foundered because there was no global policy to guide it.
The trial balloon for all this was what was inscrutably called a “Flichenpapier,” as
discussed in Weifdgerber’s essay: a region-by-region assessment of friendly states
to be supported and unfriendly states to be thwarted. Its benighted helplessness
in the face of a world in turmoil is astounding. Hence, new guidelines were
instituted in 1982, but they were more of the same—normative principles that
allowed for exceptions in practice and set up a decision-making process that was,
if anything, more bureaucratic than before.
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Arms export control politics was pushed out of the political limelight into
the shadows of inter-ministerial politics, where the overwhelming number of
cases were resolved without discussion. Schmidt’s Political Principles of 1982
succeeded in streamlining the existing regulatory progress and by routinizing
exceptions ended up de facto loosening restrictions. The result was a political
process in which the arms export control regime moved ever more deeply into
the ministerial bureaucracy, sidelining parliament and a public that became
more active in mobilizing around normative concerns. German arms export
control politics came to oscillate between the poles of bureaucratic politics
and spasms of normative public agitation for the next forty years, while arms
exports themselves increased by leaps and bounds. The missing piece was what
the Political Principles had promised: an explicit and deliberate normative
policy. It’s not that normativity disappeared. Rather, everyone eventually got
their own bit of preferred guidance.

Hubert Leber explores how tensions in the early eighties were resolved,
leading to the Schmidt government’s Political Principles of 1982. The eventual
trigger was the intragovernmental debate and the national and international
outcry over the potential delivery of German tanks to Saudi Arabia. Leber
is especially interested in a short passage in the statement of the principles
that determines that arms exports to the Near East need to take account of
the “historical responsibility of the Germans in relation to the Jewish people.”
He attributes this admonition to the intervention of Foreign Minister Hans-
Dietrich Genscher.

Leber’s essay is a marvelous piece of deeply researched diplomatic history
and a reminder that this kind of punctilious history matters. Other histori-
ans have gone over the same terrain—and come up with nothing more than
a footnote.?” Leber thinks that there is a lot more to this footnote, and he
is right up to a point. While thinking of the Israel footnote (the German is
Protokollnote) as a clause or a condition (both are legal terms, covered by the
German Klausel) is going too far, it is more than just small print. As an Isra-
el proviso (Vorbehalt) the footnote is significant, in part because it sets up a
caution that could be readily applied in inter-ministerial decision-making. It
is a piece of normative guidance. But above all it demonstrates that ultimately
West German politics could not do without a value-guided foreign policy. The
Israel proviso specified a normative exception in the context of the 1982 Polit-
ical Principles, which were intended to mark the transition toward a security-
based regulatory regime.

Leber’s reading of the proviso as an “Isracl-political paradigm change”

in German foreign relations instantly embroils him in historiographic
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controversy. He sets himself up against a dominant strand in German
(though not Isracli or Anglo-American) historiography, which holds that
from Adenauer to Merkel German politics has always been pro-Isracl.? The
contrary view is that the alleged continuity at best amounted to little more
than “whitewashing” German guilt and at worst served as a rhetorical ploy
that waxed cloquent about Isracl but, in fact, undercut Isracl’s very security in
favor of a pro-Arab politics and its derivative, a pro-Palestinian orientation.”
In its self-understanding and especially in biographical hindsight the
Schmidt/Genscher government saw itself as pro-Isracl, but this view papers
over substantive—some would say existential—policy differences between
Germany and Israel that exploded in the rift between the Schmidt government
and the newly elected Likud government under Menachem Begin.” The
relationship to Isracl was and remains an extraordinarily sensitive issue that cut
right to the core of German foreign policy; this much is well understood. It
is striking, though, how decisively this fact is reflected in governmental arms
export control policy. The actual intra-ministerial politics of arms exports to
the Near East is another matter, and the recurrent public outcries about these
exports is yet a third.

Schmidt pushed arms export policy toward a sovereign (balance of
power) politics with the explicit goal of escaping what a historian has called
a “diplomacy of guilt.”** Stepping out of the shadow of the past, he sought to
pursue “sober interest politics”—hence his rejection of a moral politics and
his turn to a balance of power politics in the Near East, in which (German
interests in) Isracl and (German interests in) Saudi Arabia and more generally
(the German understanding of ) Isracl and the Arab world were ideally in
equilibrium. The goal of this policy was stability in interlocking regional and
global equilibrating power relations. German scientific and public criticism of
this security policy maintained, however, that this system could not possibly
work, because it would in fact produce permanent instability and insecurity.”
The debate is one aspect of a wider arms control controversy that mainly
concerned nuclear weapons in Europe. In demonstrating that Schmidt’s Near
Eastern balance of power politics was above all politically untenable, Leber
opens a new debate. As an astute historian of antisemitism has observed,
Schmidt set Realpolitik against Geschichrspolitik—and he lost badly.* It is
in this context that Foreign Minister Genscher’s Israel proviso gains its true
significance. It may have been no more than a proviso, but it signaled that
Schmidt, with his insistence on the sovereignty of German arms exports and
security politics, had overreached.”” He was obliged to backpedal regarding
Isracl and the Near East—partly because of the enraged Isracli opposition
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to a German panzer deal with Saudi Arabia and the moral opprobrium
international opinion attached to it, partly because of the pushback from
the Americans, but mostly because of the visceral critique by German public
media and the massive opposition of Schmidt’s and Genscher’s own parties,
the SPD and FDP, in parliament. Domestically there was no room for a
Primat der Aussenpolitik (primacy of foreign affairs), not even a defensive,
security-conscious one.*®

Leber’s basic point is well-taken: the Israel proviso reflects the rise of
German memory politics. German politics vis-a-vis the Near East would have
to recognize a historical responsibility for Israel. This historical responsibility
was, as a chastened Schmidt came to formulate in hindsight, “in the interest
of our [German] people” But quite apart from the fact that German (and
eventually European) interest always also recognized the Palestinian cause,
the main outcome of this entire affair consists in yet something else. The
sober interest of German governments rather became the avoidance of these
normatively loaded, national and international, public conflicts at all costs
(Konfliktvermeidungsstrategie). And in this respect, German governments all
the way up to 2022 succeeded for better and worse. The means to this end was
a politics that adhered to normative standards of preserving peace and at the
same time shielded conflictual choices (in arms exports and elsewhere) from
public controversy by downgrading them to the inter-ministerial give and
take. The 1982 Political Principles eviscerated a deliberate—be it normative
or interest- or power-oriented—foreign policy.” Its most explicit policy
statement (about Isracl) ended up as a footnote. If Michael Brzoska speaks of
a “non-activist foreign policy” as the foundational position for German arms
export control, this is what he means.

This regime worked well in that arms exports increased significantly, being
sheltered by routinized, inter-ministerial decision-making—until yet another
crisis broke, this time over the export of German tanks to Turkey. In 2000,
this moment elicited yet another set of Political Principles, again initiated by
a social-liberal government. These new principles were praised for their insis-
tence on human rights as a defining criterion for arms exports and a new trans-
parency. The new regime became most visible in its yearly reports on German
arms exports, which have produced an avalanche of data from 2001 onward
that has yet to be fully evaluated.?® At this point, however, the export control
regime became, if anything, even more elaborate, with NATO and EU stan-
dards and international treaties like the UN Arms Trade Treaty (entry into
force: December 24, 2014) intersecting with German law and German regu-
lations. The expansion of German arms exports in the 2000s occurred with-

Geyer: Arms Exports 247



in a heavily regulated environment. Yet another set of principles followed in
2019, this one under Chancellor Angela Merkel, which attempted to rational-
ize these overlapping regulatory regimes.”’ Future historians have their work
cut out for them. For the time being, fighting one’s way through the thick-
et of rules and regulations, one is amazed that anything was exported at all.**
But all statistics agree that with some further ups and downs German arms
exports have multiplied, and their global reach has, if anything, widened in the
new millennium. Chancellor Merkel may not have been a “merchant of death,”
but under her reign arms exports did flourish.* In 2021 the value of approved
German arms exports reached an all-time high of 9.04 billion euros.** It’s a
pittance compared to the arms exports of the two leading exporters, the Unit-
ed States and Russia, and would have to be further scrutinized in the context
of the Russian-Ukrainian war. But for a moment before Scholz’s Zeitenwende
Germany was the No. 3 arms exporter in the world.

This is the paradox of German arms export controls. German arms exports
are highly regulated by the constitution, by law, and by an evolving set of Polit-
ical Principles (1971, 1982, 2000, 2019). The German regulatory regime is still
normative. If these norms were initially “historical,” driven by the intent not to
repeat the past, they are now proactive, secking to “limit and control German
arms exports with the goal to further peace and human rights, to contribute to
the prevention of violence and to sustainable development in the world”* In
light of growing arms exports, it could be argued that this normative frame-
work was never fully translated into executive practice. But careful historical
analysis of the 1971 and 1982 principles shows that this is not the case. “Flexi-
bilities” were always built into the system, but robust political controversy re-
mained a countervailing force. Once the record is public, this will no doubt
emerge as one of the key findings about the 2000 Political Principles, as well
as the newest set of principles of 2019.% The fact of the matter is that German
governments set out to “further sharpen” export controls (and “to adjust to
changed circumstances”), only to end up regulating an ever-increasing arms
trade.

What gives? There are domestic push factors at work. The German arma-
ments industry reconsolidated, in a process that only genuinely took shape “af-
ter the boom” in the 19705 and has continued into the present. Add to this
what one might call the slackening of domestic demand due to European dis-
armament and the outright neglect of the Bundeswehr, which pushed arma-
ments producers into export. In this respect the German armaments industry
mimics a general trend and a general complaint about Germany as a relentless

export machine. But ultimately the pull factors appear more important. The
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bottom line is that the world was industrializing, militarizing, and weapon-
izing, while Europe did the opposite.*® This is the paradox of the European
interregnum which needs explanation: Europe demilitarized, while the world
at large militarized.

What is peculiar about the combination of normative political principles
and a de facto bureaucratic regime of inter-ministerial decision-making stands
out even more clearly in contrast to the case of Austria. Riegler’s essay pres-
ents a host of individuals talking and wheeling and dealing—politicians, party
functionaries, lobbyists, managers, trade unionists, even one or another arms
dealer—and lo and behold they get themselves into massive trouble, and while
some wiggle out of it, others get caught. The seeming contrast is, however,
both right and wrong. It is wrong because while similar interactions have also
happened in Germany, they have occurred not in public view but deep inside
ministerial bureaucracies. It is right in that such interactions are framed by dif-
ferent regulatory regimes and climates and have had different outcomes. Sim-
ply put: what presumably happens at the level of ministerial bureaucracy in
Germany is thrashed out in cabinet-level interactions, controversy, and public
scandal in Austria.

Austrias arms exports were no less carefully hedged in by arms export
control law than the German arms transfers. While Austria did not have a
constitutional mandate for limiting exports as Germany did, it had stringent
limits imposed by the international law on neutrality. As a result, the Austrian
case would fit rather better a sample that included Sweden and Switzerland.”
And yet the comparison with Germany is apt. Both the German and the
Austrian arms export control legislation emerged out of and against laws
and regulations instituted in the Third Reich. The latter were imposed upon
Austria in 1938/39. Both countries have had to wrestle with the political and
moral legacies of the Nazi past. Both countries also have had to deal with the
remnants of the Nazi armaments industry. The latter appears more prominently
in the essay on Austria than in the two essays on Germany. While this is in
part a matter of research design, it also points to differences in state-industry
relations and in terms of the makeup of the respective industries. Simply put,
West German industry had undergone a far deeper conversion than Austria.
There was continuity, but the German armaments industry reconstituted itself
after demilitarization, breakup, and civilianization in a transnational process
of Europeanization and a transatlantic division of labor within the context of
NATO, while the Austrian remnant survived largely intact until it collapsed
in the post-1970s structural crisis of old industries.* Again, a smoother
comparison for the Austrian armaments industry would be the GDR, which
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also inherited a sizable interwar German arms industry, or possibly Silesia,
now in Poland, or even the mighty interwar Czech (and formerly Habsburg)
armaments industry.”" They all reemerged as arms exporters, though in the
end it was the newly reconstituted West German armaments industry that
came to dominate the field. The study of the prolonged, postwar dissolution
of the interwar, Central European armaments complex, which fed the
Nazi war machine, and the rebuilding of a new armaments industry, which
seriously only commenced “after the boom,” is one of the main desiderata of
contemporary economic history.

Austria replaced Nazi law on arms exports only in 1977.* Domestic law
never picked up on German normative politics but, overall, moved in tandem
with German developments toward state regulation, eventually also incorpo-
rating a human rights perspective. Austria did not have “Political Principles”
and did not need any, because the regulatory process remained political in the
first place. The impression of wheeling and dealing by politicians, lobbyists,
and industry with all its scandals and disasters reflects a reality in which chan-
cellors and ministers did not delegate decisions to the ministerial bureaucracy
but stood personally responsible for their actions. Parliament and parliamen-
tary committees (and not subcommittees either) dealt with problem cases.
And ministers not only disagreed sharply among each other about policies
but encountered irate intra-party opposition face-to-face. Conflicting views
also led to physical tussles between protesters and counterprotesters in front
of factory entrances, which added bloody noses and concussions to a political
process that was as up-front and personal in Austria as it was principled and
impersonal in Germany.

The difference is palpable. Intragovernmental debates in both countries
were intense, but in Germany borderline cases were drowned in bureaucracy
and its legal contortions and thus for the most part neutralized. The recurrent
public debates, for their part, focused on moral imperatives without bothering
much for the details of politics. In Austria these controversies were fought out
among ministers, parliamentarians, and constituents, though tempered by a
regime-compulsion for compromise and a sense that compromise was more
important than the law, if one wanted to survive politically. The assumption
that there was always a solution, even if it meant pushing the limits of the law
(or in fact breaking it) worked well—until it didn’t, producing recurrent scan-
dals like the Noricum scandal discussed by Riegler.

Austrian politicians, industrialists, and trade unionists faced competing
domestic pressures without bureaucratic mediation—and chose to settle
them, as the Austrian phrase goes, unter der Tuchent (under cover and in secret
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and, if need be, just at the outer limits of the law or beyond). In the case of
the Noricum scandal, it was the delivery of some 200 howitzers plus munition
to Iran in a triangular trade with Libya (after previously supplying Iraq
via Jordan). The matter became urgent because a deal with India had fallen
through, allegedly because Bofors (Sweden) was more ruthless in bribing
Indian politicians than were Austrian managers. In terms of comparison, it
should be added that the Austrian deal was illegal, whereas French exports
to Iran were not, and that the Austrian parliament was actively involved in
investigating the scandal just as in the United States in the Iran-Contra affair,
but in the Austrian case the scandal ended up in court and destroyed rather
than made political careers.

Riegler’s discussion of the Noricum scandal points to another issue that
surfaces only at the margins of the two German essays. In the Austrian case
cconomic interests were up-front and center. If German arms exports were
treated as a foreign (economic) policy matter, in Austria they were subject
to domestic industrial politics and policies.” Armaments exports in Austria
were explicitly advanced as industrial policy. They were meant to salvage an
ailing iron and steel industry. Indeed, as Riegler argues, arms exports were a
deliberate business and trade union strategy to escape the crisis—a strategy
that ultimately failed dismally and with fatal consequences not just for some
politicians but also for industry. To be sure, similar initiatives could also be
observed in Germany, but they never cohered into a salvage strategy for the
emerging German rust belt (with the likely exception of the shipbuilding
industry).* The reasons for this are manifold and had to do with the EU as
much as with the size and differentiation of German heavy and capital goods
industries. It also had to do with the different treatment of the military-
industrial legacies of the Third Reich in Austria and Germany. Somewhat
simplified, Austria nationalized the remnants of the NS arms industry and
ended up with a powerful state-industrial complex (as did the GDR),®
whereas West Germany privatized and marketized its former armaments
complex or, like Wolfsburg, shifted it into complex, market-driven public-
private arrangements. In West Germany, armaments became a privatized,
highly regulated commercial enterprise, whereas in Austria arms exports
became a salvage strategy for its state-owned rust belt industries. The dismal
failure of this strategy, punctuated by the Noricum scandal, not only destroyed
some prominent careers, but belatedly also eviscerated the nationalized
Austrian remnants of the NS armaments-industrial complex. Austria’s arms
export future was not in howitzers and tanks, although this hardware of war
was highly competitive at the time, but with a private (small) arms industry,
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which produced such coveted items as the iconic polymer-framed, short
recoil-operated, locked-breech, semiautomatic 9 mm Luger from Glock.

Austrian manufacturers of arms for export privatized and specialized after
the Noricum scandal. With Glock the country has an iconic manufacturer of
handguns (in contrast to the now troubled Italian Beretta and in competition
with the popular Swiss-German-US based SIG Sauer) and with the Steyr
Mannlicher AUG A3 it has one of the more robust multipurpose assault
rifles, which is in stock and available at your local (US) dealer for as low as
$2,199.00 in a variety of colors.*® The Austrian future was in small arms. That
said, Austrian small arms manufacturers like Glock or Steyr Mannlicher pale
in comparison with the key European producer, the Belgian FN (Fabrique
Nationale) Herstal. The latter expanded across the Atlantic as FN America,
owns (formerly) Winchester and Browning, and is the primary supplier of US
military small arms such as the M6 rifles and the M2 and M3 machine guns.
European small arms manufacture thus came to flourish as a transatlantic and
global business. But to achieve all that, you had to be part of NATO—or at
least part of the Western community of nations.

Interregnum Politics

The approach of the three essays flies in the face of a grand humanitarian and
pacifist tradition of thought dating back to the late nineteenth century, which
placed arms exports in the “shadow world” of “merchants of death” and their
nefarious dealings.”” The history of the establishment of a state regulatory
mechanism in Germany (and the absence of it in Austria) allows us to test two
arguments about the 1970s: First, that the seventies were a decade of deep so-
cial, economic, and cultural transformation “after the [economic] boom”; and
second, that they ushered in a crisis of (liberal) democracy.*® Typically, this
crisis is associated with the advance of neoliberalism and its impetus for dereg-
ulation. But the case of German and to some extent Austrian arms exports in
fact suggests that state regulatory mechanisms advanced market power rather
than diminishing it. Markets and states reinforced each other in an increasingly
transnational entanglement.” If this is neo-liberalism, it is a distinctly conti-
nental European variant of it, which etatizes rather than deregulates market
segments. Writ large, a similar process takes place in the EU. It is more dif-
ficult to assess the second argument about liberal democracy. The recurrent
efforts to impose policy principles on the regulatory process of arms exports is
striking and in the first instance might be taken as example of a lively, though
not necessarily “liberal” democracy. However, the effect was not more but less
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guidance. If the Brandt Principles had loopholes and the Schmidt Principles
tried to assert efficiencies within a normative framework, the 2000 (Schréder)
and 2019 (Merkel) guidelines offered a smorgasbord of options, in which
most everything became possible—except when one or the other deal ran up
against national public opinion or international pressures. Scandalizing some
arms deals, however, did nothing to stop the overall increase of arms exports.
Indeed, scandalizing some deals facilitated the strange duality of a public re-
jection of arms exports and their simultancous expansion. This is a crisis of
(liberal) democracy only, if and when a political system needs unequivocal pol-
icy decisions. The time for such decisions has come now in the context of the
Russian-Ukrainian war, and the historian is left to wonder why Germany could
do without them for so long. For answers we would have to look at the entire
complex of armaments, arms control and, above all, security policy and politics
over the past fifty years.

The essays are also an occasion to reflect, albeit briefly, on the pursuit of
normative politics in international affairs and how historians might approach
the assertion of norms®*—less as a discussion about their feasibility and advis-
ability than why and under what circumstances a norm-driven politics occurs
in the first place.”’ The upshot here is that normative politics did play a role,
but not quite the one that was expected. That is, as a set of policy and even as
regulatory (bureaucratic) norms they were only as good as the political public
and political debate. A normative politics needs regulation and it needs mo-
bilized public opinion. Above all, however, it needs explicit policy that can be
translated into actions and outcomes.

Looking for scandal one would no doubt find it. Indeed, scandal has been
found and has elicited the kind of historicizing allusion to the Weimar Re-
public that is the specialty of German magazines like Der Spiegel>* Digging
deeper would lead us from post-fascist (post-Nazi) networks (among others)
of arms dealers and from shady arms exports within the context of the German
regulatory mechanism to emergent global economies of trafficking in persons,
drugs, and arms.>® These submerged economies are far too large to be left out-
side the purview of serious study, and historical allusions to past “merchants
of death” appear quaint in the face of these developments. Further, in the an-
tiquarian pursuit of historical allusions one would miss what matters histori-
cally and what lends significance to the main conclusion of the three essays:
that in Austria and Germany the controversies over arms exports led to the
assertion of the primacy of politics and of the rule of law in the notoriously

unwieldy market of (national) arms exports. But beware: it is the normaliza-
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tion and regulation of the arms trade that made Austria and Germany, each in
its own way, successful arms exporters.

There is still more than enough dirty business to generate excitement. But it
is the economic “success” of a state-regulated business and the normative pol-
itics that set it up that makes post-1970s arms trade and arms trade politics
historically relevant and interesting. By now, this politics is “historical” in the
sense that this moment in the German and European past has come and gone.
When on February 27, 2022, Chancellor Scholz (SPD) declared, in a spe-
cial session of the Bundestag, his support for weapons exports to Ukraine to
counter a Russian invasion, he undid what his predecessor Chancellor Helmut
Schmidt (SPD) had established as a principle of German politics.>* It could
be argued that Scholz was pushing at an open door, because those principles
had been hollowed out practically from the start. But Chancellor Scholz had
a point when he spoke of a Zeitenwende, a turning point in history. I have sug-
gested that this is the end of a historical epoch, one of whose characteristics
was the demilitarization of Europe in a militarizing world. More modestly and
more factually, we might note that sending tanks to Ukraine—that is, into a
war zone—with the approval of the German Bundestag is a profound break
with postwar German policy and politics.
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California. The Press publishes scholarly and general-interest books (with more
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and journals (with more than 30 different journals published each year) in
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Home Front Studies

CALL FOR PAPERS

Home Front Studies, a new journal published by the University of
Nebraska Press, is now open for submissions. This interdisciplinary,
peer-reviewed journal explores the concept of the home front, broadly
considered, in times of war, civil war, and similar conflicts from the
late nineteenth century to the present day. As such, its focus is not on
battles, military leadership and training, theaters of conflict, or war
strategies. Rather, the journal looks at the role of art, citizenship, cul-
ture, discrimination, finance, gender, identity, music, morale, propa-
ganda, resistance, society, and other factors as experienced by civilians
on home fronts in locations around the world. Its interdisciplinary
editorial board is open to submissions from scholars located across the
humanities. The journal’s web page, including the table of contents for
its inaugural issue, is available at https://nebraskapressjournals.unl.
edu/journal/home-front-studies/.

All submissions must be original, unpublished, and not under review
elsewhere. Home Front Studies welcomes manuscripts of up to 9,000
words, inclusive of endnotes. All contributions should be prepared
in accordance with the most recent edition of the Chicago Manual of
Style, using humanities-style endnote citations.

The editorial board uses Editorial Manager to process submissions at:
www.editorialmanager.com/hfs

Home Front Studies is edited by James J. Kimble (james.kimble@shu.
edu). The journal does not accept unsolicited reviews of books, mov-
ies, or exhibitions. Please contact the reviews editor, Pearl James, to
discuss potential review assignments: pearl.james@uky.edu.
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feminist approaches to all aspects of German culture, with
aritical inquiries employing gender and other analytical
categories to examine the work, history, life, literature,
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The Journal of Austrian Studies is an interdisciplinary
quarterly that publishes scholarly artidles and book
reviews on all aspects of the history and culture of
Austria, Austro-Hungary, and the Habsburg territory.
It is the flagship joumal of the Austrian Studies
Association.




