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26 January 1967
S DISSEMINATION 7‘
MEMORANDUM FOR THE RECORD

SUBJECT: S-2152, Comments on Cong. James Harvey (Michigan) Letter
to the DCI re "Proposed $60 Million US Export-Import
Bank Loan for Machine Tools to be Used in a New
Automobile Plant in the Soviet Union"

D/ORR hand-carried the attached Memo for the Record to Mr, John
Warner, Leglslative Counsel, today.

Re para. 2.a. I told him that this decision came out of the SIG
meeting of the same date and that I doubt CIA took a policy position
as the Rusk memorandum indicated, although I am not aware of the
Director's practice in these matters.

Re para. 2.b. I indicated that we did not yet know the Precise
equipment involved and that in any case a final decision on the
licensing of whatever equipment is ordered would not be made until
the license application has been made to Commerce.

Re pars. 2.c. in response to John Warner's question, I said
that if the United States did not get this contract it would be
Picked up by a Western European manufacturer.
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WILLIAM N, NORELL, JR.
. Direcdtor
25X1 Research and Reports
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25 Januery 1967

MEMORANDUM FOR THE RECORD:

1. Congressmen Jemes Harvey (Michigan) wrote to the DCI on 20
January 1967 regarding "the proposed $60 million United States Export-
Import Benk losn for machine tools to be used in a new automoblle plent
in the Soviet Union."

2. Congressman Harvey asked for comments on three specific
questlons., Those questions and ORR comments are as follows:

a. "Do you approve of this proposal?”

Comment: The Agency would presumebly not take a& position
on this question, It should be noted, however, that the Becretary of
State, in a memormndum to the President dated 22 June 1966, stated that
"the senior levels of the Department of State, DOD, CIA, Commerce,
Treasury, end the Export~Import Bank have agreed unanimously that ...
the Export-Import Bank should go shesd with the loan" and that the
President should "informally notify Congress.”

b. "Is there any possibility thet the machine tools could be
converted in any fashion to help or to produce war material or weepons
of any sort?"

Comment: The special purpose tools llkely to be exported
by the U.S. to equip the FIAT plant in the USSR could not he used
directly to meske wilitsry equipment such 2s tanks and similar ltems.
The U,S. tools could be converted to the menufecture of minor military
items such as Jeeps, but only at great cost and with considersble
gifficulty. It would be much more economical for the USSR to use its
own machine tools for producing wmilitary equipment. Although some of
the sutomobiles produced in the plant could be allocated to the military
for use as staff csrs and for similer purposes, the Soviets are sble to
meet military requivements from their present sutomobile plents. New
technology would be embodied in the U.S8. exports, but the Soviets could
scquire this technology almost as easily by purchasing mechine tools
from Europeau licensees of U.S8. menufacturers and by utilizing readlly
available technical data.
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¢y TIf the Undted Stetes does not particinate in thiz trane-
getion, is it likely other smources of Tinancial sesigione can be
vhiliges

Louns rt it should be moted, Ti ~at, that Congressman Harvey
rafere to & *r" ~oFed 460 milllon losp., ALl nrevious referonocs haw bwn
to & lomn of un m -.‘f_f"" nillion,” the exvression upsd by the Secretary of
Stete in his memerandun to the Presidenmt of 22 Jume 1066, 4 i unlikely
that any Surcepegn or other lewding fmstibution wonmld loan momey to the
Italiane Yor the purposcs ©f buying wmechine tools in the United States.
YIAT and TFI (Institubto Mobiliere Italianc) almost certainly eould ar**mwe
Tinmancing in Wogbern Yurope t0 surchase the machine tools in other Owopeen
cowtries. “wen in the absence m & loan from the Dypovt.lompoct Bfm}{,
PIAT vrcbably would ezder about o7G mil;.im of esouipnent in the [mitsd
Shateg, whinch vould revfegent :"i;:’m_v srecialized rachine tools that Italy
cavnot deglgn end manufocture cconcmieally. (FIAT itsel? uges LG,
machine tools in itz Italisn plante. ) However, PIAT would be slie to
wnchese aven these tocls inm other luroresn counirics and might declde
to do so 17 the U.8. loan iz mot fortheoming. With the i‘xwrt-.mwrt
mapk loan, the orders riaced in the %56, would probadly approach §5
niilion, end 1iF L5, panufascturere could nromise carly dellivery, tm
total mizht sxceed 250 million.
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Birector
Rescareh and Xenoris
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* JAMES HARVEY i ! DisTRICT OFFICES:

8Tr DISTRICT, MICHIGAN ' y !
* Z- 5 1011 serrEnson-BauM Court

SAGINAW, MICHIGAN

m:m Congress of the United States o e
mrER:r::':I::DA::R::J:: :E:No::mzncz %DUKB Uf ﬁtm'tsznt&ﬁhtﬂ : , sez-0301

Washington, B.C. 20515

January 20, 1967

Honorable Richard Helms
' Director
| Central Intelligence Agency
Washington, D. C. 20505

i ' Dear Mr. Helms: ;

| I am taking the liberty of writing to you for an .

' official response on the proposed $60 million United States E
Export~Import Bank loan for machine tools to be used in a
new automobile plant in the Soviet Union.

\ As one of the four Members of Congress who recently i

' visited Italy and a number of communist European countries, I :
believe I have all the necessary general details on this ‘
proposal, However, at this time I would greatly appreciate
your comments on the following questions:

1. Do you approve of this proposal? (v

2. 1s there any possibility that the machine
tools could be converted in any fashion to
help or to produce war material or weapons
of any sort?

' ;
v - !
: }

Iy

3. If the United States does not participate in
this transaction, is it likely other sources
of financial assistance can be utilized?

»

Thank you for your interest and cooperation in this
matter, With kindest regards,

incerely,

| s AMES HARVEY,'M% c.

- JH:rgs ’ Y

Y .o

g3 JAN 1967
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