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I wish to delve today into what many consider to be one of the least reputable facets of 
the New Cold War History – the history of espionage. The New Cold War History as a 

whole is built upon the revelations which are to be found in declassified material from the 
Cold War protagonists. By contrast, the study of Cold War espionage must rely on the 
meagre offerings of the reluctantly and only partially declassified records of western 

intelligence agencies – material which itself is often of dubious value.  
  

I will, nonetheless, seek today to lift the cloak of secrecy to uncover the dagger which is 
at the core of counter-espionage work – the identification and neutralisation of spies and 
traitors. The dagger is represented by two case studies – the cases of New Zealanders 

Ian Milner and Dr William Sutch: 

 



Ian Frank George Milner (1911-1991) 



Dr William Ball Sutch (1907-1975) 
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Both men have been accused of engaging in espionage on behalf of the Soviet 
Union. The evidence which follows has been taken from the declassified 

dossiers of the Federal Bureau of Investigation (FBI), the National Security 
Agency (NSZA, the Australian Security Intelligence Organisation (ASIO), and 

the New Zealand Special Branch, the forerunner of the current Security 
Intelligence Service (SIS).  

  
I regret that the archives of the Soviet Union’s Komitet gosudarstvennoy 

bezopasnosti or Committee for State Security (KGB) remain firmly closed to 
even the most intrepid researcher.   

 





Uncloaking the Dagger: 

New Zealanders, espionage and Western intelligence 

Ian Milner and William Sutch were leading intellectuals in a remarkable 
generation of New Zealanders who helped to shape the development of both 
New Zealand and the international community during the twentieth century. 

They were men of unquestioned intellect and strong political convictions, whose 
opinions were shaped by the failure of capitalism during the Great Depression, 

and their personal experience of the Soviet Union in the 1930s. They both 
undertook advanced university studies, held senior government positions in 

Australia and New Zealand, and both worked with the fledgling United Nations 
following its establishment. Milner later returned to his academic career, while 

Sutch was active in New Zealand literary and artistic circles.  
 

 



 
 

 
 



Uncloaking the Dagger: 

New Zealanders, espionage and Western intelligence 

Milner and Sutch were also notable for readily and willingly voicing their political opinions 
– and for associating with active members of illegal communist parties both in New 

Zealand and overseas. Indeed, both men married communist party members, although 
they themselves never joined the cause. In today’s more enlightened times – or at least 

in the post Cold War and pre-9/11 World -  there is nothing unusual or suspicious in 
such activities, yet in the ideological newspeak of the Cold War here were potential 

‘fellow-travellers’, ‘agents of influence’ or ‘Soviet assets’.  
 

By reason of their beliefs and associations, Milner and Sutch were placed under official 
surveillance early in their careers. These early suspicions of pro-communist – and 

therefore anti-democratic and anti-capitalist – activities would serve to blight their later 
professional and personal lives in remarkable and dramatic ways. In 1950, Milner and 

his then wife relocated to Czechoslovakia, and it is from behind the Iron Curtain that he 
would defend himself against accusations that he spied for the Soviets. In 1975, Sutch 
became the only New Zealander ever to have been tried – and acquitted – on a charge 

brought under the Official Secrets Act 1951 of obtaining information which would be 
helpful to the enemy.  
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 Both men are now dead – Sutch died in 1975, and Milner in 1991 – but the 
controversy endures: were they agents of the Soviet Union, or were they both victims 

of false accusations?   
 

The Milner Case.  
 

I set out in 1997 to prove, once and for all, that Ian Milner was indeed a Soviet agent. 
The available evidence seemed to put the matter beyond reasonable doubt, despite 
the protestations of Milner himself, and his supporters in Australia and New Zealand. 

He had, after all, been identified as a Soviet asset by the 1954 Australian Royal 
Commission on Espionage – otherwise known as the Petrov Commission. The 

commissioners had reached this conclusion on the basis of information provided by 
the Petrovs: 

  
 



Evdokia and Vladimir Petrov 
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 … the husband and wife team (both of them Soviet intelligence officers) who had 
defected from the Soviet Embassy in Canberra in 1954 – together with ‘other material’.  

  
And then there was the fact that Milner himself had apparently defected to 
Czechoslovakia in 1950, just when the noose was tightening around him.  

 
 Further revelations about the Milner case occurred in the 1990s, with the 

declassification of National Security Agency documents which detailed the joint US-
British Commonwealth interception and decryption operation which had targeted Soviet 

intelligence service communications between Moscow and Soviet embassies.  
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What is now known as the VENONA operation was a remarkable epic of cryptographic 

genius and ingenuity, comparable to the Allied decryption of the German ENIGMA codes 
and the US Japanese PURPLE codes during the Second World War.  

  
This is, in fact, a classic example of Cold War counter-espionage – the painstaking 

collection and evaluation of intelligence to build a picture of the covert world of Soviet 
clandestine operations. Amongst the Soviet scalps which the VENONA operation can 
justifiably claim are nuclear spies Klaus Fuchs and Ethel and Julius Rosenberg, and 

HOMER, otherwise known as the British diplomat Donald Maclean.  
  

Equally, however, given that the VENONA operation commenced in 1943, here can be 
observed classic Cold War paranoia in its infancy, with nominal wartime allies actively 

spying on each other. Certainly the use to which the information obtained from VENONA 
decrypts was put remains contentious, as the decoded messages were often 

fragmentary, while the bulk of the intercepts have never been decrypted.  
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That said, let me put the VENONA revelations in the context of Milner’s life and 
times. He was born in Oamaru, New Zealand in 1911, the eldest son of the Rector of 

Waitaki Boys’ High School, himself a staunch and fervent imperialist. Ian inherited 
his father’s ideological passion, but to the elder Milner’s despair he favoured the 

theories of Marx and Engels. His political convictions did not inhibit him from 
accepting a Rhodes Scholarship to Oxford in 1934, and from there he went on to 

study in the United States. He visited the Soviet Union during his time at Oxford, an 
experience which stimulated and deepened his faith in the great socialist experiment.  
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Milner’s studies while in the United States focussed on Pacific – particularly Far 
Eastern – relations. He was also motivated to speak out about Japanese aggression 
in China, embarking on a speaking tour of the American Pacific Coast in company of 

another New Zealander who had witnessed the war in China at first hand, and a 
Chinese student.  

 
Their activities came to the attention of the Special Committee on Un-American 

Activities, a forerunner of the infamous House Committee on Un-American Activities 
later chaired by Senator Joseph McCarthy. An article about the speaking tour was 

cited in a report by this Committee, and noted on Milner’s FBI file when it was 
opened in 1948.  
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Milner returned to New Zealand in 1939, well educated, if not worldly wise. He found 
work with the Department of Education here in Wellington, but it was his extra-mural 

activities which quickly brought him to the attention of the authorities. In 1940, with New 
Zealand troops departing for overseas service, Milner became active in the Wellington 
Peace Committee, which included members of the Communist Party of New Zealand 

(CPNZ). The CPNZ was then an illegal organisation, being aligned with the Soviet Union 
– or, as some argue, directly controlled by the Soviet Union through the Comintern –

while the Soviet Union was, in turn, then allied with Nazi Germany in a non-aggression 
pact. Milner’s attempts to organise an anti-war meeting in Wellington in 1940, and his 
friendship with known Communist Party of Australia activists Judah Waten and Noel 

Counihan, themselves in government employ, alarmed government officials and 
politicians alike. Frank Milner bemoaned that his son was ‘in the heart of the most 

radical set at Victoria College – Prof Beaglehole, Dr Sutch and all the Bolshies… He 
approves of the Soviet’s policy and still praises Stalin’.  

 
 
 
 

 
 



Judah Waten 



Noel Counihan 
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By February 1940, Milner’s position was proving untenable – according to his father, 
Ian’s ‘subversive activities in connection with the Stop the War movement render it 
necessary for him to quit his government job’. Fortuitously, Ian Milner successfully 
applied for an academic position – a lectureship in political science at Melbourne 

University. Upon his arrival in Australia, he renewed his association with communist 
party members such as Waten and Counihan. Waten, incidentally, had just completed 
his second mission to the CPNZ on the instructions of the Moscow-based Communist 

International (Comintern), while Counihan had been deported from New Zealand. Milner 
also commenced what would be come a broken yet long and distinguished academic 

career, and his equally long and rather less distinguished Australian Security Intelligence 
Organisation (ASIO) file, for he was placed under surveillance immediately following his 

arrival in Australia.  
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Australian security officers kept a close eye on his activities – his contacts, his speaking 
engagements, his mail, and his marriage to Margaret (Margot) Trafford, an active 

member of the Communist Party of Australia (CPA).  
  

If Milner remained unafraid to speak his mind in public, security officers were equally 
unafraid to voice their opinions – the priceless comments made by the Deputy Director 

of Security in Tasmania in June 1943 are worth noting in full:  
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That Milner’s pro-Soviet views no longer gave the authorities cause for alarm reflected 
the fact that the Soviet Union was now part of the Grand Alliance against fascism and 

Japanese military imperialism.  
  

Milner’s academic abilities aside, no security objections were raised to his appointment 
in February 1945 to the Department of External Affairs in Canberra. Indeed the 

surveillance ceased, as is evidenced by the almost two and a half year gap in his ASIO 
file. For his part, Milner ‘accepted the principle that personal political conviction must 

remain personal and not intrude upon the discharge of my duties’. But whether he was 
now a dutiful public servant, or an active agent of the Soviet Union, remained to be 

seen.  
  

Ostensibly, Milner’s professional career was now settled – first as an Australian 
government official dealing with Post-Hostilities (later United Nations) matters, and then 

from 1947 to 1950 as a political officer with the United Nations itself.  
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By 1948, however, Milner’s multi-faceted world was in collision – his activities as a 
diplomat, government official and political activist were all cast into sharp relief by 

VENONA. The coded cable traffic between the Soviet Embassy in Canberra and the 
Headquarters of the MVD and GRU in Moscow had proved the easiest to crack by 

American cryptanalysts, and the decrypts revealed Soviet codenames, names in clear, 
and details of what soon proved to be a spy network operating in Australia.  

  
What most alarmed security organisations in America, the UK and Australia was that 

secret documents had clearly been passed to the Soviets, that the Australian operation 
was clearly funded from Moscow, and that informants had been cultivated in government 

circles in Canberra – particularly in ‘The Nook’ – the Department of External Affairs.  
 

The ring was controlled by Walter Seddon Clayton:  
  
 
 
 

 
 



Walter Seddon Clayton [KLOD] 
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Clayton was a senior CPA official, who originally hailed from Christchurch New Zealand 
– a genuine Christ’s College Spy no less! Code-named Claude [KLOD], his spy network, 

as evidenced by the VENONA decodes,  
included one Ian Frank George Milner – code-name ‘BUR.  
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Here is one of the three Venona documents which mention Ian Milner, a message from 
Canberra to Moscow dated 29 September 1945. Imagine the frisson which must have 

gripped those in Arlington Hall when words, and then identifiable names began to 
emerge in clear text from the baffling banks of numbers which were the Soviet code.  

  
As you can see, Milner is stated as having met twice with KLOD, when ‘many interesting 

things’ were said. Milner was now accompanied by Jim Hill: 
  
 
 
 
 

 
 



James Frederick Hill [TOURIST] 
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… a former student of his from Melbourne University and now a colleague in the 
Department of External Affairs, who passed some documents to Wally Clayton.  
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On the face of it, this cable was proof positive that Milner was a member of the KLOD 
spy ring, yet the second mention of his name on 6 October 1945: 
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… was a request from Moscow for biographical details of Milner and Hill, in order that 
they could be vetted by Soviet intelligence. Frustratingly, the vital section of the 

message pertaining to the source within the Department of External Affairs who had 
access to ‘the entire diplomatic correspondence’ of the Department is fragmentary.  
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Furthermore, Moscow warned against ‘bringing in new agents without a decision from 
us’, since the meeting with Milner and Hill had been without the approval of Moscow 

Centre, thereby threatening to compromise ‘the quality of intelligence’.  
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The third and last VENONA message which mentions Milner merely corrects the 
wording of the 6 October 1945 cable. On the basis of these messages alone, therefore, 
what exactly Milner was doing at the meetings with KLOD remains a mystery – was he 
merely repeating his pattern of association with known CPA activists, or was this a far 

more sinister development?  
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Milner himself, writing from Prague in 1956, denied ever having known or met Wally 
Clayton, or ever having ‘wittingly… [divulged] … any such confidential information to 

any unauthorised person’. He certainly admitted to having known members of the 
CPA in Melbourne (he was, after all, married to one of them), and to having 

associated with Soviet diplomats in Canberra ‘in the interests of the common war 
effort’. However, on the basis of his ‘… experience and convictions, such activities 

and associations would not in any circumstances have led to the revealing of official 
secret information to the Intelligence organisation of the Soviet Union’.  

  
This personal statement, compiled in response to the Report of the Royal 

Commission on Espionage, did not carry much weight when it arrived in Canberra. 
What Milner did not know – probably could not have known unless he himself had 
been either a senior Soviet or western intelligence officer – was that one further 

VENONA message had been decoded, one which served to damn Milner’s 
reputation outside of the Iron Curtain for the rest of his life.  
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Here is what, in modern parlance, is known as the ‘smoking gun’ – the VENONA decrypt 
of a cable from Canberra to Moscow of 19 March 1946, which details how KLOD was 
passed copies of two secret British Post-Hostilities Planning documents dated 19 May 

1945.  
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Semen Ivanovich MAKAROV, here code-named EFIM, who was the MVD Resident in 
Canberra, reported that these documents ‘were handed over to us for 35 minutes’ during 
which time they were copied and returned to KLOD, who then handed them back to his 

un-named contact in The Nook.  
 
  
 
 
 
 

 
 





Uncloaking the Dagger: 

New Zealanders, espionage and Western intelligence 

 
 
 
 
  

Note the titles of the documents, and, more importantly, their serial numbers.  
  

‘Security of INDIA and the INDIAN Ocean’. Copy No 78 
  

‘Security in the Western MEDITERRANEAN and the Eastern ATLANTIC’.  
Copy No 109.  
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There is no doubt that Milner had access to this material, and that only limited numbers 
of these documents were in circulation in Canberra – only three copies of each 

document had been forwarded to Australia from the United Kingdom in September 1945 
– ‘Security of India and the Indian Ocean’ numbers 78, 79 and 80, and ‘Security in the 

Western Mediterranean and the Eastern Atlantic’ numbers 109, 110 and 111.  
 

But it is also clear that the copies which were entrusted to the care of Ian Milner in 
November 1945 in his role as an Australian government official were not those passed 

to the Soviet Embassy for copying in March 1946.   
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Here is Milner’s top secret receipt for these very documents – note the serial 
numbers: 

   
‘Security of India and the Indian Ocean’ number 79  

  
‘Security in the Western Mediterranean and the Eastern Atlantic’ number 110 
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When this presentation was given before the Seeing Red conference in Wellington in July 
2007, I was aware only of the November 1945 receipt for the issue to Ian Milner of PHP 

documents 79 and 110. My point in July 2007 was that, given the obvious difference between 
the serials of the classified Post Hostilities Planning documents issued to Milner, and those 

passed to Clayton, there is still no clear evidence from the VENONA material of Milner’s 
complicity in treasonable activity, and still less evidence that he knowingly and wilfully passed 

classified material to a Soviet spymaster.  
However, since July 2007 I realised that I was seriously in error on this point, for this second 

Secret receipt in the Australian Archives shows that Milner was actually reissued both 
documents, serials 78 and 109 on 8 March 1946, 11 days before the Venona message was 
despatched, which raised with the Australian government the vexing question of his direct 

involvement with the passage of the material to the Soviets. The frustrating gaps in the 
VENONA decrypt of the Canberra to Moscow cable of 19 March 1946 leave unanswered the 
identity of the Department of External Affairs official who supplied the classified documents, 
now in Ian Milner’s care, to Walter Clayton – was it Ian Milner, Jim Hill, or a person as yet 

unknown?  
While there is no doubting the validity of the VENONA decrypts, all that can be concluded 

with certainty from these documents is that he unwisely (and not for the first time) met with a 
fellow New Zealander committed to the communist cause. The question of who actually 

passed the material to the Soviets will only be answered if and when the relevant Soviet files 
are opened to public scrutiny.   
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Milner moved to New York in 1947, where he worked as a UN officer until 1950. 
From1948, when his identity in the VENONA material had been confirmed, Milner was 
placed under FBI surveillance in an operation which included the use of confidential 

informants, telephone intercepts and the interception of his mail.  
 Meanwhile in Australia, in response to the concerns of the British and Australian 

governments at the security breach which was revealed by the VENONA decrypts, the 
Australian Security Intelligence Organisation was formed in March 1949. One of the first 
duties of this fledgling organisation – which, in the most perverse way possible, Milner 

had helped cause establish - was to shadow Milner and his wife during their visit to 
Australia in September and October of that year.  

 But the results of such close surveillance provided no further evidence that Milner was 
an active agent of the Soviet Union. If he had ever passed any secrets it was, ironically, 

during the two and a half years when he was not kept under observation. Indeed, by 
mid-1950 the FBI was considering discontinuing the surveillance operation and instead 

interviewing Milner himself, while the Milner case was ‘placed in a closed status’ by 
February 1952.  

 For me, the most intriguing development of the Milner case occurred in July 1950:  
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The previous month, Jim Hill, whose 1945 meeting with Milner and Clayton had been 
detailed in the VENONA decrypt which we have already examined, was interrogated in 

London by an MI5 officer. Hill – who likely did pass documents to the Soviets while 
employed with the Department of External Affairs – did not crack during the 

interrogation. He instead retained his composure, and, once free from the clutches of 
MI5, quickly alerted the CPA to the fact that the KLOD spy network had been 

compromised.  
 

These events took place in June, and the following month Milner and his wife crossed 
the Iron Curtain to Czechoslovakia, where he resumed his academic career at Charles 
University in Prague. Whether his relocation beyond the reach of western intelligence 

was by design or happenstance remains a point which is still very much in dispute.  
  

The Milners themselves spoke of seeking a special treatment for Margot’s rheumatic 
condition in Czechoslovakia, which was followed by an opportune offer to Ian to lecture 
at the university. In 1996, however, an alternative explanation was suggested from the 

declassified files of the Czech State Security service, the StB. Dr Peter Hruby, an 
expatriate Czech scholar resident in Australia, discovered a secret Czech Ministry of the 

Interior personal file on Agent 2006 – Ian F. Milner.  
 
  
 
 
 
 

 
 



 
 

 Úřad dokumentace a vyšetřování zločinů komunismu služby kriminální 
policie a vyšetřování 
Petr Hrubý: Agent JÁNSKÝ – Australan ve službách StB a KGB 
Ian Milner (1911–1991), Australan a britský státní příslušník 
novozélandského původu, zahájil svou činnost sovětského špiona v roce 
1944 v Melbourne pod krycím jménem BUR. Od roku 1947 pokračoval jako 
zpravodajec jak pro sovětskou, tak pro československou špionáž z pozice 
v sekretariátu Spojených národů na svých úředních cestách v Evropě, na 
Středním východě i v Asii. Svou kariéru dokončil v letech 1950–1968 
v Praze jako agent Ministerstva vnitra JÁNSKÝ. Pro StB zde pracoval na 
britském velvyslanectví. Byl užitečný svými styky s Anglosasy v Praze i 
s Čechy navštěvujícími cizinu, ale hlavně jako udavač kolegů a studentů 
na Karlově univerzitě, kde učil. Jeho spolupráce byla velmi ceněna. Jeho 
australští kolegové levicového zaměření se ho zastávali a považovali ho za 
oběť studené války. 
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Hruby reported on the contents of the file for the Brisbane Courier-Mail, which 

apparently detailed Milner’s career as a spy while in Australia and with United Nations.  
  

One document, dated 29 November 1960, stated that, while in Canberra, Milner had 
‘transferred to us though third persons valuable materials on political questions’. 

Furthermore, as a UN Official he was ‘won over for cooperation’ on 6 March 1949, after 
which he ‘kept sending us reports on the activities of individual minor sections of the UN 
and some leading individuals’. In 1950, it became evident from information provided by 

an agent in ‘the American counter-espionage agency’ that ‘a possible repression 
[investigation] against Milner’ was pending. A decision was therefore made ‘to relocate 

Milner to one of the People’s democracies’. The Milners were thus brought to 
Czechoslovakia under the pretext of Margot’s ‘medical treatment’, and once in Prague 
Milner was persuaded ‘by all means that he should not travel to countries of the Ango-

American bloc’.  
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On the face of it, this biographical sheet from Milner’s Czech file provides conclusive 
proof of his activities as a Soviet agent while in Australia and with the UN. However, 

even this information needs to be considered with due caution, as only 15 pages of the 
original 164 have survived, the other pages having been removed and destroyed in 

1985. Furthermore, the bowdlerised précis of Milner’s activities is vague and inaccurate; 
suggesting that he was working for the Czechs in the 1940s, well before any 

consolidated Czechoslovakian communist regime. Again, this is no smoking gun, for the 
Czechs seem to have been as uncertain as to exactly what Milner may or may not have 

done as a Soviet agent as were their western intelligence counterparts.  
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What is intriguing about this file is the revelation that Milner, in the course of his life and 
work in Prague, reported on his colleagues at Charles University who had contracts with 

the United States and Great Britain. Here, without doubt, is evidence of his active 
involvement with a Soviet Bloc intelligence agency – not as a spy, but as an informer 

who himself was under surveillance. Milner’s socialist paradise proved to be more of a 
prison, with his work as a police informer the price of the Faustian pact which resulted 
from his ideological convictions, communist associations and academic career behind 

the Iron Curtain.  
It is one of the many ironies of the Cold War that Milner, once he settled in Prague and 
married a Czech national, now operated as the very type of informant to whom both the 
FBI and ASIO had turned – without success – in order to monitor his activities. I hope, 
for the sake of his soul, that he was no more effective at this work then were those who 

had once informed on him.  
 As to whether or not Milner was an agent or asset of the Soviet Union, I consider that 
this remains very much in doubt – if anything, the declassified material which is now 

available from Western intelligence agencies shows that the certainties of the Cold War 
era were based on fragmentary evidence, supposition and inference and association, 

rather than on cold hard fact.  
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The Sutch Case 
  

The second case which I wish to examine today is that of Dr William Ball Sutch.  
  
 
 
 

 
 



Detective Senior Sergeant Colin Lines and Dr William Sutch,  
Holloway Road, Aro Valley, Wellington 

 26 September 1974 
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I do not want to attempt to delve into the enduring mystery of his detention on 26 
September 1974 in Holloway Road, Wellington, and his subsequent arrest, trial and 

acquittal, under Section 3 (1) c of the Official Secrets Act 1951 following his meeting with 
Dimitri Razgovorov of the Soviet Embassy. Indeed, judging by the most recent 

publication on this incident, Kit Bennetts’ SPY (2006), not even a junior New Zealand 
Security Intelligence Service officer of the time knows what actually happened that night.  

Instead, I wish to look at the pre-history of this event, since a succession of published 
political memoirs and histories have suggested that Sutch had long been a communist 

sympathiser and security risk. He was born in 1907, and came to prominence due to his 
academic achievements, gaining a doctorate from Columbia University, New York, in 

1932. The Sutch legend is that he then travelled unassisted and on foot from the Arctic 
Circle, though the Soviet Union, to India. The reality, however, as was revealed in 1996 
by Jim Weir, a former New Zealand Ambassador to the Soviet Union, was that Sutch 

accomplished much of the journey by train, and in some comfort, and that he departed 
the Soviet Union by airliner. Weir’s timely correction, based on Sutch’s own 

correspondence with his mother, suggests that further scholarly research will help place 
both the Sutch legend and the Sutch case in their true perspective.  

The earliest intelligence document relating to the Sutch case which I have discovered 
dates from 1934, prompted by his return to New Zealand from India:  

 
 
 

 
 





Uncloaking the Dagger: 

New Zealanders, espionage and Western intelligence 

Here the Director of the Investigative Branch of the Attorney-General’s Department in 
Canberra inquired if Sutch was known to an Australian who was under investigation for 

his alleged Communist Party of Australia activities.  
The case against Sutch further alleges that, having embarked on a career as a New 

Zealand public servant, he ran foul of MI5 in 1937 during a meeting of the Committee of 
Imperial Defence in London. Sutch had accompanied Walter Nash, the Minister of 

Finance, to the meeting, from which confidential material was leaked to a journalist. The 
investigation of the leak by MI5 ‘fell short’, according to former Prime Minister Sir John 

Marshall, ‘of direct evidence that he [Sutch] had passed on secret information’. 
Nonetheless suspicion alone apparently sufficed for subsequent British governments to 

demand that Sutch not have access to secret material.  
In March 1945, he was appointed as Deputy Director of Supply and Requirements for 

the Far Eastern Division of the United Nations Relief and Rehabilitation Administration, 
based in Sydney. Sutch’s ASIO file indicates that the Commonwealth Investigation 

Service did keep some track of his activities in 1945 and 1946, ironically at the same 
time that his compatriot, Milner, may or may not have been passing classified material to 

a Soviet spymaster in Canberra, free from any surveillance.  
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However, the CIS file was destroyed ‘at a date unknown’, since it contained ‘little of 
value’. What little official record of his time in Australia has survived documents his 

requests for special immigration and taxation consideration by reason of his frequent 
work-related overseas travel.  

  
In 1947, Sutch arrived in New York as the Secretary-General of the New Zealand 

Delegation to the United Nations. The FBI immediately opened a file on the man… 
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… who was described by a ‘Confidential Informant… of known reliability, as a 
Communist sympathizer, but not a known member of the New Zealand Communist 

Party’. By 23 June 1949: 
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 No FBI investigation of Sutch had been undertaken, and the Bureau was therefore 
‘unable to furnish any information concerning his present activities and contacts’. A 

further review of all FBI material pertaining to Sutch as at 27 June 1949:   
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… revealed much about his arrogant or high-handed manner with people, but no 
evidence whatsoever that he represented a security risk.  

  
Indeed, a secret memorandum by J. Edgar Hoover of 24 April 1957: 
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… shows that the FBI had not investigated Sutch,  
and that the Bureau was, therefore…  
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… ‘not in possession of additional pertinent information concerning his activities in the 
United States’.  

  
Compare the content of these declassified documents with the accusations made by 

New Zealand historians, politicians and others – most recently Kit Bennetts - that Sutch 
was closely monitored by the FBI while he was in New York. As with his journey through 

the Soviet Union, the truth of the Sutch case falls short of the legend.  
  

This brings me to one of the most intriguing documents from the FBI dossier on Dr 
Sutch, dating from 1956:  
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 Here is a confidential despatch from the US Embassy here in Wellington, reporting on a 
surprise visit by the then New Zealand Controller-General of Police and Secretary for 

Justice, Samuel Barnett.  
 
  
 
 
 

 
 



Samuel T. Barnett, Controller-
General of Police 1955-58 
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Barnett, on his own initiative, had called upon the Embassy to canvass the official US 
response to the appointment of Sutch to a senior government position. Well aware of 

Sutch’s reputation as a ‘fellow-traveller’, Barnett had not discovered ‘anything concrete’ 
when he investigated the basis of this reputation. Indeed, he informed the Embassy that:  
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He [Barnett] could not be satisfied to condemn a man of Dr Sutch’s great ability to lose 
out on a promotion to which he  seemed eminently deserving from a professional 
viewpoint merely on the basis of unsubstantiated rumour and ‘bar-room chatter’.  

Barnett even so far as to criticise the quality of the personnel and records of the Special 
Branch of the New Zealand Police, and advised the Embassy that he was about the 

reorganise the branch. The New Zealand Security Service was formed later that year.  
 The embassy staff realised just how unusual it was for a New Zealand official to request 

the opinion of United States officials on the ‘security of a New Zealand citizen, about 
whom much more information would seemingly be available to the New Zealand 

authorities’. The embassy nonetheless embraced the ‘rare and welcome opportunity’ to 
‘render a view in advance about a person who might be named to a post in which he 
would be responsible for matters of importance to the United States’. However, the 
embassy’s records relating to Sutch only indicated that he was suspected of ‘pro-

Communist leanings’, and had made what was considered an anti-American speech in 
July 1952 concerning the Korean War.  

 An approach to a senior Wellington officer of the New Zealand Security Police, with 
whom the embassy maintained contacts independently of Samuel Barnett…  
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… provoked the response that Sutch was a ‘full-scale security risk’. The officer’s 
assessment from the Special Branch files was that, while Sutch was not a ‘card-carrying 

Communist’, he associated with ‘evident Communists and fellow-travellers’, was an 
inaugural committee member of Modern Books (the Wellington Co-operative Book 

Society), he had sent Communist strike material to a female contact in the UN during the 
waterfront strike in 1951, and had frequently been observed at functions at the Soviet 

Legation in Wellington. Furthermore, both his wife and sister had associations with 
Communist-front organisations. Incidentally, the name of Sutch’s wife, Shirley Smith, is 

wrongly given in this document as Shirley Stanley. 
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Another un-named New Zealand official informed the embassy that Sutch was a 
‘dangerous and thoroughly unreliable person’, and that he had embarrassed the 

government by his association with ‘certain Russians’ while in New York, which had led 
to his recall to New Zealand. Had the embassy questioned senior New Zealand 
diplomats – particularly Carl Berensden or Alister McIntosh – they would have 

discovered that it was Sutch’s pro-Soviet pronouncements, rather than his contact with 
Soviet officials at the United Nations, which had given the government cause for 

concern. Clearly, then, Sutch’s arrogance had made him a number of enemies within the 
government, but did this therefore make him a security risk, a traitor, or a spy?  
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The ultimate irony is that, in the absence of any hard American evidence, the embassy 
nonetheless concluded that Sutch was indeed a ‘poor security risk’, basing its 

assessment on the self-same unsubstantiated allegations made by anonymous New 
Zealand officials, which had so exasperated Barnett in the first place.  

  
The Sutch legend next holds that the US government objected in 1958 to his 

appointment as Secretary of Industries and Commerce. In reality, the declassified 
portions of his FBI file indicate that no such objection was voiced by Washington. 

Indeed, the US embassy in Wellington reported that while Sutch was the ‘most suitable 
applicant’, it was unlikely that the New Zealand government would appoint him by 

reason of his ‘poor security status’ – his poor New Zealand security status, founded, as 
we have seen, on ‘unsubstantiated rumour and “bar-room chatter”’.  

  
Sutch retired in 1965, after which he became an independent economic consultant.  
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His FBI file reveals that the US Embassy limited his US visa to permit only a single entry 
within one year, in consideration of ‘security suspicions’, but there is no evidence that he 

was placed under surveillance either in New Zealand or in the United States.  
  

Kit Bennetts, a former SIS officer, claimed last year that Sutch was run by ‘at least three 
KGB controllers in Wellington after his return from overseas in 1951’, but presented no 

evidence to support this latest embellishment of the Sutch legend. Instead, it seems 
clear that, despite the long-held New Zealand suspicions of his security status, no 

surveillance of Sutch was ever mounted until 1974, when he was espied meeting with 
the KGB’s resident officer in Wellington.  

  
  
 
 
 

 
 



Dimitri Razgovorov, Aro Valley, Wellington,  
26 September 1974 
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And that, as they say, is another story – an arrest, a trial, an acquittal, and an enduring 
mystery.   

  
The Sutch legend – the man with a past, recruited by the NKVD during his trip to the 

Soviet Union, run by Soviet controllers from the 1930s, kept under surveillance by the 
FBI while with the United Nations in New York, his appointment to senior government 

positions challenged by the US Government – does not bear comparison with the 
declassified portions of his ASIO and FBI files. Instead, the allegation made by former 
Prime Minister Sir Robert Muldoon, to the effect that Sutch was ‘in close touch with the 
representatives of the Soviet Union from at least the 1930s until the time of his death’ in 

1975 appears to be derived from the paranoia of New Zealand officials – guilt by 
association based solely on the ‘unsubstantiated rumour and “bar-room chatter”’ which 

had so alarmed and infuriated Samuel Barnett in 1956.  
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From the declassified files of the FBI, the NSA and ASIO, it appears that the cases against 
Ian Milner and Dr William Sutch are fragmentary, contradictory and inconclusive – to 

paraphrase Australian Prime Minister John Howard’s remarks in March 2003 in reference to 
the infamous allied dossier on Iraqi weapons of mass destruction, certainly not enough proof 

to satisfy a jury in the Old Bailey.  
The declassified files speak volumes of the personal qualities of these talented New 

Zealanders – intelligent, ideologically-committed, yet independent thinkers, not afraid of 
voicing their opinions or associating in public with like-minded people.  

I consider that the files also reflect poorly on those who were once charged with the 
protection of Western security, and who could determine that Milner and Sutch were security 
risks even when the results of close surveillance indicated otherwise. The declassification of 

historic western intelligence files demonstrate that many of the certainties of the Cold War era 
were, in reality, built upon innuendo, supposition and guilt by association.  

It is ironic that the personal papers of both Ian Milner and Dr William Sutch are available for 
public scrutiny in this very building [the Alexander Turnbull Library, National Library, of New 

Zealand, Wellington]. Their side of the story can, therefore, be told. Final verdicts on the 
Milner and Sutch cases will not be possible, however, until the archives of both Western and 

Soviet Bloc intelligence agencies are released in their full, unexpurgated form. Even then, 
however, given the nature and quality of information which we have examined today, these 

verdicts may forever remain ‘Not Proven’.  
  
 
  
 
  
  
 
 
 

 
 


