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EAST-WEST TRADE

FRID A Y , MAR CH  13, 196 4

U nit ed  S ta tes S enate , 
C om m it te e  on  F or eig n R el ati ons,

"Washington D.G.
The committee met, pursuant to notice, at  10:10 a.m., in room 4221, 

New Senate Office Bui lding, Senator John  Spark man presiding.
Present: Senators Sparkm an, Gore, Lausche, Dodd, Hickenlooper, 

Aiken, and Mundt.
Also present : Senator Thomas J.  McIntyre .
Senator Sparkman. Let  the committee come to order, please.
We anticipate other  Senators being in attendance shortly, but I 

think  we had bette r begin because the  Secretary has an engagement, 
and he can’t stay much beyond 11:30.

The Senate meets at  12, so I should like for us to move on.

OPEN ING STATEMENT BY SENATOR SPARKMAN

The Committee on Foreign  Relations is today init iating a series of 
hearings on the general subject of East-West trade.

Trad e between the free world and Communist countries has been 
growing rapidly in recent years. Representatives of the Soviet Union 
are reported  to be negotiating with Western European firms for  a 
substantial volume of goods embodying the latest  indus trial technol­
ogy, such as complete chemical plan ts and oil refineries. Governments 
of some of these countries a re said to be on the verge of making avail­
able to the Russians  long-term credits to finance these sales. We find 
our policies increasingly in conflict with those of our allies on many 
of the problems t ha t arise concerning t rade with the Sino-Soviet bloc.

These developments ra ise important  policy questions, both for the 
United States and our allies. The issues involved must be considered 
careful ly, divorced f rom the emotions so often generated by the sub­
ject. At a minimum, we must not permit the Russians to use trade 
as a divisive wedge to create dissension and mistrus t among the allies.

VALIDITY OF U.S . TRADE POLICIES TOWARD TH E BLOC

One vital question is whether the basic U.S. trade policies toward 
the Communist bloc formulated around 1950 are still fully  valid a 
decade and a half la ter. If  they are, they should be restated and cla ri­
fied, and greater efforts should be made to persuade Western Euro pe of 
their merits. On the other  hand, i f those policies are geared to condi­
tions which no longer exist, serve only to penalize American business­
men, dis rupt our re lationsh ips wi th our allies, and fail to promote our 
basic foreign policy objectives, they must be brought up to  date.

1
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Th e West ern  na tio ns  sho uld  be al er t to op po rtu ni tie s to nor ma lize 
Ea st- W es t re la tio ns  throu gh  tra de  in peaceful goods when such  t ra de  
is to ou r rel ati ve  advanta ge . Th e que stio ns or  wha t goods, on wh at  
ter ms  and in wha t amounts  deserve  ca ref ul  stu dy  fro m a poli cy 
sta nd po in t.

The com mit tee believes tha t a review of both U ni ted States  and  f ree  
wo rld  at tit ud es  to wa rd  Ea st- West t ra de is essentia l under t he  c ircum ­
stances.

WITNESSES AT INITIA L HEARINGS

Our  pr incipa l witness tod ay  is Se cretary of  St at e Rus k. He is 
accompan ied by Und er  Se cre tar y Ba ll.

Next Monday, t he  16th , we will h ea r Se creta ry  of Commerce H od ge s; 
on Frida y,  Marc h 20, Secre tar y of Agr icul tu re  Fr eeman  will  testi fy  
on th is  s ubject.

Th e com mit tee will  t hen  decide how to go on fro m th at  p oin t. Bu t 
thi s in itiates  a series of heari ngs on th is  very vit al ques tion.

Air. S ecret ary , we are g lad  to have b oth  you and  Sec retar y Ba ll wi th 
us th is mo rning . We have yo ur  state me nt.  We w ill be v ery  g lad fo r 
you  to proceed in an y way you  wish.

STATEMENT OF HON. DEAN HUSK, SECRETARY OF STATE; ACCOM­
PANIED BY GEORGE W. BALL, UNDER SECRETARY OF STATE

Se cretary  R us k. Th an k you very  much.
Mr. Ch air man , mem bers  o f the com mit tee,  I  am very glad  to h ave  a 

chance to be here as the  comm ittee  opens its  s tud y of  thi s v ery  im po r­
ta nt  sub jec t of  Eas t-W est tr ade.

Thr ou gh ou t ou r his tor y, we Am eri can s have he ld to  the  view th at  
trad e in pea cef ul goods  is a no rm al and des irable  elem ent  in the  
rel ati ons betw een countries. Our  va st  econom y has been bu ilt  on  the  
ach ievements of  pr ivat e en terp ris e;  an d Am eri can tra de rs  hav e cov­
ered the  world . From  the  ea rly  days  of the Republic ou r consu lar  
an d d iplom ati c missions have  ha d t he  task  of  promot ing foreign  tr ade. 
For the  most part  we hav e no t dis tin gu ish ed , so fa r as trad e is con­
cerned , between cou ntr ies  whose  con duct and ph ilo sophy of  govern­
ment we have approv ed  and those we have dis appro ved.

Our  allegianc e to the pr inc iple of  expa nd ing trad e ha s served  us 
well. We sho uld  de pa rt fro m it only fo r com pel ling mili ta ry , eco­
nomic, or  p oli tical reasons.

Alm ost  fro m the begin nin g of  t im e men  hav e in te rrup ted trad e by 
blockades or  sieges , bu t the con cep t of na tio ns  de ny ing  them selves 
trad in g op po rtu ni tie s as an  ac t of  fre e wil l is a re la tiv ely  recent  one. 
So long as wa rs were  lar ge ly aff air s of  pro fes sional arm ies  no t in ­
volving the to ta l popu lat ion , com prehensive economic war fa re  was 
no t releva nt.  On ly since  t he  lat e 18th centu ry  hav e na tio ns  acce pted  
the pr inc iple th at  trad in g wi th the enemy in tim e of wa r sho uld  be 
discou raged,  if  no t proh ibi ted .
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BACK GROUND OF VOLUNTARY ECONOMIC SANCTIO NS

Our own first experience with efforts to deny economic goods to 
other countries was a failure.  Our embargo of 1807 di rected against 
Britain and France wrecked the commerce of New England, but had 
only a limited effect upon Britain and France .

Not until  the Fi rs t World War did the applicat ion of a general 
trading-with- the-enemy principle produce a subs tantial economic im­
pact. During that period, the Central Powers were almost sealed 
off. This effort was carried  to an even higher degree of effectiveness 
in the Second World War. However, these policies depended for 
their  efficacy largely  on the insulation achieved through military and 
naval power. They were merely complementary to  a massive military 
struggle.

NEED TO REV IEW  TRADE POLIC IES  IN  LIGH T OF COLD WAR

Today we are engaged in a contest with Communist power and am­
bitions tha t range around the globe. Like war itself this contest has 
its military, political, and economic aspects. Inevitably, it involves 
our trade re lations, and for the first time we have faced the need fo r 
applying instruments of economic denial in the absence of a general 
snooting war.

The extraord inary  na ture  of the cold war—neither war nor peace— 
creates special complexities for the development of trade  policies to 
serve our v ital interests. Such policies cannot be applied in  any uni­
form or simple fashion in terms either of time or geography. For  
tha t reason, it is essential tha t they be periodically subjected to crit i­
cal examination. I take  th is to be the intention of the committee in 
holding these hearings, and I  welcome it.

OUR PO LIC IES  TOWARD EA ST-W EST TRADE

From the beginning we have adjusted our policies toward trade 
with Communist countries to the prevailing  realities of our political 
and military  relations with those countries.

In  the quar ter century  after the Bolshevik revolution, we placed 
no obstacles in the way of private Americans wishing to do business 
with the Soviets. Even before we recognized the  U.S.S.R. diplomati­
cally, the Soviet tradin g company, Amtorg, operated widely in the 
United States, and American engineers and private corporations 
helped to build indu strial plants  and installat ions in the Soviet 
Union.

In  1935, afte r recognition, we concluded a bilateral commercial 
agreement with the U.S.S.R.

POSTW AR CONTROLS ON STRATEGIC TRADE TO U.S.S .R.

In  the postwar period, as it became clear that the Soviet Union 
under Stalin had embarked on a campaign of aggressive expansion, 
we adapted our policy to the facts as we saw them.
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In  1948 the United States imposed controls on strateg ic trade to 
the Soviet Union and the Soviet-dominated countries of Easte rn 
Europe in  the interests of our own security and tha t of o ther Western 
countries.

Late r tha t year, we began consultation with friend ly industrial 
countries for the adoption of paralle l controls. In  the atmosphere 
of the  Berlin  blockade we were able to reach agreement  with the prin ­
cipal t rad ing  nat ions of Western Euro pe for the establishment o f the 
Consultative Group-Coordinating Committee (COCOM) system 
which prevails today.

After the outbreak of the Korean war in 1950, the focus shifted to 
the Fa r East. We Americans imposed a complete embargo on trade 
and financial transactions with Communist China and North Korea, 
and prohibi ted American vessels from calling at Fa r Eastern  Com­
munist ports. In  the circumstances of the Korean struggle ou r allies 
joined with  us in extending and tigh tenin g the COCOAl strategic  list, 
until  it came close to being a general embargo on industria l equipment 
and raw materials to the Communist bloc.

19  54  MO DIF ICA TIO N OF COCOM STRATEGIC LIS T

After 1953 thi s tigh t policy was relaxed. With the truce in Korea, 
the death of S talin,  and the changes in c limate following these events, 
our allies were no longer willing to carry  on a generalized embargo of 
trade with Communist countries, while the then U.S. Administration 
recognized th at the COCOM system warran ted review in the lig ht of 
changed conditions. Aft er extended negotiations in 1954, the COCOM 
strategic list was substantia lly modified and reduced. Criteria and 
governing principles were amended to achieve a more selective system 
appropriate to the ending of overt hostilities. Such periodic review 
and revision have continued to the present time.

You are familiar  with the sta tutes under which we have sought the 
cooperation of other countries and carried out our own policies in this  
field. Therefore, I see no need to discuss them in this sta tement.

THE OBJ ECT IVES OF OUR POL ICY

Our trade policy toward Communist countries is an integra l p ar t of 
our overall policy toward international communism, and we must view 
it in this broad framework.

Our overall policy toward interna tional  communism has three 
objectives:

(а) To prevent the Communists from extending their  domain; 
and to  make it costly, dangerous, and futile  fo r them to try to do 
so;

(б) To achieve agreements or unders tandings which could re­
duce the dangers of a devastating w ar ; and

(c) To encourage trends w ithin the Communist world making 
for an evolution toward grea ter nationa l independence, peaceful 
cooperation, and open societies.
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To promote these objectives we need to adjust our policies to the 
differing behavior of different Communist states as well as to the 
changing behavior of the same states. This applies to trade, as well as 
to other aspects of our policy. Under some circumstances, we may 
deny trade in order  to influence Communist economic, milita ry, and 
political decision and capabilities  in our interest. Under other cir ­
cumstances, we may encourage trade  fo r the same purposes.

Policies of denying or encouraging tra de should not be applied in a 
doctrinaire manner. They can be total. Or they can be selective— 
aimed at those part icular articles or  commodities or services tha t have 
a pa rticu lar relevance to the military power or economic life of a pa r­
ticular country.

Since the Communist countries no longer form a completely mono­
lithic bloc in political terms, it follows tha t we should not treat them 
as a monolith in trade terms. Our trade policies should be custom- 
tailored to fit the need—designed to differentiate among Communist 
countries in accordance with the conditions and behavior of individual 
countries and our specific objectives toward  each.

At  the present time the United States  applies restrictions on tra de 
with Communist countries th at take account of the  differing problems 
in four geographic areas.

(a) The Soviet Union.
(&) The Communist countries of Eastern  Europe.
(c) The Communist countries of the Fa r Eas t—Communist

China, North Korea, and North Vietnam.
(c?) Cuba.

In  this statement, I propose to discuss the special problems and 
policies relating  to each of these areas.

OUR TRADE POLIC IES  TOWARD TH E U.S.S .R.

A fundamental fact  conditions our approach to the restriction of 
trade with the U.S.S.R. It  is that the Soviet Union has a largely self- 
sufficient economy with a broad indus trial base and a well-developed 
technology. Its  major lags and deficiencies are largely  in agricultu re 
and the consumer goods field. They are a direct reflection of the 
historic Soviet preoccupation with the development of heavy indus­
try  to provide a powerful  milita ry-industria l base. This self-suffi­
ciency is part icula rly apparen t with respect to Soviet advanced weap­
ons technology and m ilitary production capability.

In overall size Soviet indus try is second only to our own and the 
Soviet economy is closer to self-sufficiency than even the  vast economy 
of the United Sta tes. Certainly it is only m argina lly dependent upon 
the products  of the free  world. Soviet imports from all free world in ­
dustr ial countries are runn ing at a ra te of only one-half of 1 percent 
of the Soviet gross nat ional product. As chart 1 shows, Soviet t rade  
with the free world has risen sharp ly since 1955. Nevertheless, the 
bulk of Soviet foreign trade takes place with other Communist coun­
tries, not with the free world.
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(The chart referred to, chart 1, follows:)
Cha rt  1

In  time of crisis, we should be ready to reduce or  even to embargo 
trade,  as one form of response to  Soviet pressure. As a matt er of 
long-term policy, however, it would be futile  for the nations of the 
free world to attempt to impose tota l economic denial on the Soviet 
Union—even i f they would all agree to do so. In  view of Soviet self- 
sufficiency, such a policy would make little  st rategic  sense. I t would 
have only a marginal effect on the Soviet Union and would deny the 
benefits of trad e to many non-Communist countries.

TOL ICY  OF SELECTIV E CONTROLS ON TRADE W IT H U.S.S .R.

As a result, we have developed a policy of selective controls on 
trade with  the  Soviet Union.

The har d core of tha t policy is a program of denying to the U.S.S.R. 
commodities, weapons, and technology of direct milita ry significance. 
This  program  has been conducted through the COCOA! strategic list, 
as I mentioned a moment ago. In  the operation of that list our allies 
have cooperated effectively.

We and our NATO allies are also agreed tha t no free country should 
become overdependent on the Soviet bloc for critical  commodities, 
such as oil.

In addition  to our NATO and COCOM arrangements fo r restricting 
trade in st rategic  mi litary items, the United States  also prohibits ex­
ports to the U.S.S.R. of equipment and data  embodying certain items 
of advanced technology that might adversely affect our national 
security or welfare. This aspect of our policy causes us the most d if­
ficult day-to-day problems of admin istration.

Our ability to limit  the flow of technology to the Soviet Union is, 
of course, severely circumscribed by the fact  tha t we do not have a
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monopoly on such technology. Other  free world countries have not 
approached the problem in the same way. Thus our efforts at  denial 
can be fully effective only for those products  or processes where we 
have a clear technological lead.

These restrictions  apply to strateg ic goods and technology. We 
permit the flow of trade in consumer goods as well as in most types of 
equipment for  the product ion of those goods.

SOVIET PURCHASE OF UNIT ED STATES WHEAT

We have, for example, carried on a small trade in agricu ltural  
products. Our recent decision to sell wheat to the Soviet Union was 
an extension of this practice. The reason tha t it attracted  so much 
attention was its magnitude and unusual character. Tradit ionally, 
the Soviet Union had been a net  exporter of wheat. The cumulative 
effect of poor harvests over 5 years required the Soviets to import  
wheat on a large scale.

From the point of view of the Soviet Union, the purchase of U.S. 
wheat was convenient but not vital. Canada and Australia had al­
ready filled the greates t pa rt of Soviet import requirements. Even 
the full 2̂ /2 million tons the Soviet Union at first considered buying 
from us for its own use would have amounted to no more than 31/, 
percent of normal Soviet bread grain  production.

TRADING POLICIES WITH  EASTERN EUROPEAN COUNTRIES

Our trad ing  policies with Easte rn Europ ean countries must take 
into account facts, relations, prior ities, and possibilities, different from 
those tha t determine trade relations with the Soviet Union. These 
are small and diverse countries. Unlike the U.S.S.R., they are far 
from self-sufficient. In the postwar years they have been compelled 
to depend on the Soviets for their import requirements. Even so, 
the ir imports from the industrial West have risen to approximately 
2 percent of GNP and are of considerable qualita tive importance to 
their industrializat ion programs.

TRADING POSITION OF EASTERN EUROPEAN COUNTRIES

We might turn  for a moment to the charts  fo r some useful insights 
into the tra ding position of the Eastern European countries. Chart 2 
shows th at the bulk of Eastern Euro pe’s trade is with other Com­
munis t countries.

(The ch art referred to, char t 2, appears on p. 8.)

eastern Euro pe’s cur ren t trade w it h  wes tern Europe

The trade of these countries with the free world has increased sub­
stant ially in recent years. As chart 3 shows, however, Eastern 
Euro pe’s current trade with Western Europe is still not up to prewar 
levels, allowing for changes in prices.

(The chart referred, chart  3, appears on p. 9.)
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TRADE AS IN ST RU MEN T TO IN FL UEN CE CHAN GE IN  EAST ERN EUROPE

Nearly all of the Communist countries of  Eastern Europe are trying 
to reduce their economic dependence upon the U.S.S.R. They are 
showing a nostalgia  fo r th eir historic relations with the West. They 
are trying to incre:tse their trade and other contacts not only with 
Western Europe  but with the United States.

In our trade policies toward the individua l countries of Easte rn 
Europe we have sought to encourage tendencies toward greate r inde­
pendence of action. Where countries have demonstrated a will to 
develop their policies and institu tions along national  lines, and have 
sought closer economic rela tions with the United States, we have ad­
justed our policies by relaxing our export restrictions  and by granting 
other concessions.

Through such measures, we can hope over time to develop avenues 
of practical contact with the peoples and officials of the Eastern 
European countries. Trade carries with it more than  commodities. 
It  helps to bring  the presence of the United  States to the Eastern 
European peoples, to associate them in some measure with our 
economy, and to demonstrate American enterprise and efficiency. By 
these means, trade  enables us to exert some influence on the  evolution 
of policy and institutions in this  period of accelerating change in 
Eastern Europe.

TRADE POLIC Y TOWARD YUGOSLAVIA

Yugoslavia illustrates the application of this general policy. In 
1948 Yugoslavia rebelled against Soviet interference in its internal 
affairs and the discipline of the Soviet-dominated international Com­
munist movement. This break with Moscow and the Cominform was 
a landmark in postwar history. It  marred the image of Communist 
bloc unity, which had been an important factor in Communist power. 
It  undermined the bloc’s strategic position in  the Balkans, on the fron­
tiers of Greece, Italy, and Austria , and in the Mediterranean. Yugo­
slavia stopped supporting  the gu erril la aggression agains t Greece and 
settled the Trieste question with Italy .

To apply pressure, the Soviet bloc broke off its trade with Yugo­
slavia, which had , until then, constituted the  largest p ar t of Yugoslav 
foreign  trade.  The United States  and other Western countries sup­
ported  Yugoslavia's assertion of independence with substantia l mili­
tary and economic aid. Of more lasting  importance, they opened 
Western markets and sources of supply, enabling Yugoslavia to begin 
the process of developing normal trade ties with the free world. As a 
result, more than 70 percent o f Yugoslav tra de is now with the West.

The development of  fru itfu l economic relations  with the West has 
helped Yugoslavia to break loose from the Soviet pattern of economic 
and politica l adminis tration.  Along with its large measure of de­
centralized economic administrat ion, it has developed many elements 
of a market economy. Poli tical controls have also been significantly 
moderated. These developments have paid off in rates of economic 
growth higher  than those of most Soviet bloc countries. Yugoslav 
consumers suffer few of the  periodic shor tages tha t plague the highly  
centralized economies of the Soviet bloc.
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Over the years , th e Yu goslav exa mple has str en gth en ed  the  forc es 
of  nat ion ali sm  an d ind epe nde nce  with in  t he  Eas te rn  Eu rope an  coun­
tries.  Our  policy  of t re at in g Yu gosla via  in  a  spe cial  m anner h as pa id  
good dividen ds.

TRADE POLIC Y TOWARD POLAND

Po land  is an othe r spe cia l case. Th e events  o f 1956, which br ou gh t 
the Gomu lka  gove rnmen t int o pow er, were  an  at tempt  to  reduce  
Sovie t dominat ion . Since th en, Polan d h as  gen era lly  so ught imp rov ed 
rel ati ons wi th  th e W est, inclu ding  th e Uni ted Sta tes .

Th e Uni ted St ates  ha s responded by pr ov id in g ass istance  th ro ug h 
Pu bl ic  Law 480 prog rams an d th e Exp or t- Im po rt  Bank. Lat er , in 
connection  wi th t he  conclusion o f a c laim s set tlem ent , we res tored  most- 
fav ored -nati on  ta ri ff  tre atm en t to  im po rts  fro m Po lan d. We also 
ad op ted  a more lib eral  poli cy on lice nsing ex po rts  fro m the  Un ite d 
St ates  to Po lan d.

To day we opera te an  extens ive  inform ation  prog ram in Po land , 
an d can  main ta in  br oa d con tac t with  th e Po lish peop le. Th e Po lis h 
ag ricu ltu ra l system,  with  its  small perce nta ge  o f col lec tiviza tion , is a 
conspicuous de pa rtur e fro m the Sovie t mode l. As wi th Yugoslavia , 
the  P ol ish  exam ple  ha s ha d its  effect on  th e o ther  co untrie s o f Ea ster n 
Eu rope .

EMBARGO ON TRADE W’IT H  CO MMU NIST  CHIN A, NO RTH KOREA, AND 
NO RTH VIET NA M

Since 1950 the Uni ted State s has  main tai ne d a to tal  embargo on 
all  ou r trad e an d fina ncial tra ns ac tio ns  wi th  Comm unist Ch ina  and 
Nor th  Korea . We do no t pe rm it Am erican  s hip s or  a ircr af t t o tou ch 
at, the ma inland. Th is  embargo has also been  extend ed to No rth  
Vietn am . .

None o f th ese a rea s—an d pa rti cu la rly  C om mu nis t Ch ina —is h ighly  
vu lne rab le to a pol icy  of  t ot al  d enial  o f U.S . tra de . All can trad e in 
nons tra teg ic goods wi th  o ther  f ree  w or ld  i nd us tr ia l countries.

TRADE OF COMMUNIST CH INA

As ch ar t 4 shows, Comm unist  C hina ’s tr ad e w ith  the free w orld co n­
tinues to be signif icant, while there has been a sh ar p fa ll in its  trad e 
with  t he  U.S.S .R.

(T he  ch ar t r ef er re d to, c ha rt 4, ap pe ars on  p. 12.)

POLIT ICA L CON SIDE RAT IONS IN  TOTAL TRADE EMBARGO

Our  decis ion to impose  a to ta l trad e em bargo  is based pr im ar ily  
upo n politi ca l con sidera tions.  Ea ch  of  these Comm unist coun tries 
is act ive ly eng age d in agg ressive ac tiv ity . Ha no i is g ui lty  o f a gg res­
sion in Laos, an d So uth Vietn am  in  viola tion of  th e G eneva accords of 
1954 an d 1962. Th e Pe ip in g reg ime  inc ites  an d act ive ly su pp or ts  
these agg ress ions . Red Ch ina  has att acke d In di a an d continues to  
th reaten  the sou th As ian sub con tinent . I t  pe rsi sts  in its  th re at s to 
at tack  For mosa.  In  N or th  Ko rea  ou r soldie rs st ill  pa trol  th e tru ce  
line  whe re acts  of  violence  con tinue to  occur .

When regi mes are eng ag ing in  ag gre ssiv e acti vit ies  of such  cha racter
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and intensity, we must design our trade policies accordingly. Our 
complete trade embargo is a reflection of these relationships.

RESTRICTIONS ON TRADE W IT H  CUBA

The situation with respect to  Cuba is still different from those de­
scribed above.

Our restric tions on t rade  with Cuba are pa rt of our total effort— 
under the policies of the Inter-American system as expressed at 
Pun ta del Este—to isolate Castro’s regime and to counter the threat  
tha t it poses for the hemisphere.

Cuba has always been heavily dependent on imports. Before 
Castro, imports from the free world—principally the United S tates— 
represented 30 percent  of Cuba’s GNP. Cuba imported almost all 
of her industrial  machinery, spare parts , and transportation  equip­
ment. The Cuban economy was geared to a continuing flow of trade  
with the free  world.

U. S.  OBJECT IVE S IN  RESTRIC TIN G TRADE W IT H CUBA

Cuba is, therefore, a country more than  usually vulnerable to a 
policy of economic denial. However, let me make it clear that such 
a policy by itself is not likely to br ing down the  Castro regime. What 
it can do is to help us achieve four limited, but nonetheless substantial, 
objectives:

Fir st, to reduce C astro’s will and ability to export subversion and 
violence to the o ther American Sta tes ;

Second, to make plain to the people of Cuba tha t Castro's regime 
cannot serve thei r inte rests;

Third, to demonstra te to the peoples of the American Republics 
tha t communism has no future in the Western Hemisphere; and

Fourth, to increase the cost to the Soviet Union of maintaining a 
Communist outpost in the Western Hemisphere.

In  pursuit of these ends, the United States  prohibit s all exports to 
Cuba, except nonsubsidized food and medicines, and embargoes all 
imports from Cuba. We have cut off financial transact ions with 
Cuban citizens and limited Cuba’s access to Western shipping services.

TRADE OF CUBA

As char t 5 shows, Cuban imports  from the free world have been 
drastica lly reduced, from a total of almost $800 million in 1958 to 
$100 million.

(The chart re ferred to, chart 5, appears on p. 14.)
Part icipa tion in the Cuban trade  by the merchant fleets of the  free 

world has been greatly  reduced. As existing  charters expire, more of 
these ships will be withdrawn  from the trade.

Cuba has become an expensive ward  of the U.S.S.R. The privilege 
of suppo rting Castro has so f ar cost the Soviet Union more than a 
billion dollars.

Last year, Cuba benefited from the abnormally  high level of world 
sugar prices. As a consequence, there has been a recent flurry  of 
Cuban purchases in free world markets. We hear much about the
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prospect for greatly expanded Cuban trade. Actually, with the return 
of a normal sugar market, Cuba’s capacity to earn foreign exchange 
will be severely limited. Castro’s Cuba is not likely to be a good cus­
tomer and it is certainly not a good credit risk.

CU BA N POLICY RELATED TO SECURIT Y NEEDS OF TH E WESTERN HEM ISPH ER E

Obviously, we are disturbed when other free  world countries supply 
products tha t cannot help but increase Castro ’s capacity for mischief. 
Some of our European friends, for example, have contended tha t the 
sale of 400 buses is not likely to add much to Castro's capabilities. 
Yet 400 additional buses would almost double the  public tran sport of 
Havana.  Withou t this replacement of existing tran sport in Cuba’s 
capital  city, the efficiency of the Cuban economy would be further 
impaired. A similar comment can be made with regard to the  sale of 
railroad locomotives now under discussion w ith European producers. 
The movement of sugar to Cuban ports is entirely by rail, and the 
motive power on the Cuban railroad system is in a state of obsoles­
cence and disrepair. The replacement of even a pa rt of tha t motive 
power could make a substantial difference in shoring  up the Cuban 
economy.

In short, our attitude toward  trade with Cuba arises from the 
security needs of the Western Hemisphere. Because of those needs, 
Castro's Cuba—which the OAS has declared to  be incompatible with 
the inter-American system—should be treated as a special case and 
should not be allowed access to  supplies of critica l goods from the 
free world.

FI NANCIN G SALES TH RO UG H SHOR T-T ER M CREDITS

Once the  United  States decides that  it is in the national interest 
to permit the sale of certain  categories of goods to a given Communist 
country, there is no reason why tha t sale should not go forward on 
a normal commercial basis. Inte rnat iona l transac tions are normally 
not handled on the basis of cash on delivery, part icula rly when they 
involve durable goods or the production of articles or equipment to 
order. They usually involve deferred payment terms. In  some in­
stances—particularly in the case of large transactions—Government 
guarantees to the exporter or his bankers may be necessary in order 
to put him on a competitive basis with producers in other countries.

This was the  case, for example, with the recent wheat sales. The 
Export- Import Bank was authorized to guarantee financing arrange­
ments through U.S. banks to the wheat exporters on the same terms 
tha t would have applied if the wheat had been sold to  a non-Com- 
munist country.

PROBLEMS RAISED BY EX TE NS ION OF LONG-TERM CREDITS

While short-term credits are a normal facility in connection with 
internationa l trade transact ions, long-term credits raise different 
problems. They amount to an extended advance of resources to the 
purchasing country and, in that sense, they have some of the charac­
teristics of foreign aid.
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At the present time the Soviet Union is suffering a shortage of 
foreign exchange. If  the U.S.S.R. is indeed interested in maintaining  
or expanding  its imports from the West, i t should be forced to face up 
to the internal adjustments that  its foreign exchange stringency re­
quires. These adjustments would include a greate r emphasis on the 
civilian sector of the economy and a shif t of resources to consumer and 
export industries. Long-term credits from the West would make 
it easier for the U.S.S.R. to avoid or postpone these decisions and to 
shift the burden of adjustment to  Western capital  markets.

The a llied powers have reviewed the credit issue in NATO. AVTiile 
this review did not produce complete unanimity , it is gratifying that  
most of our  major allies intend to hold the 5-year credit line and tha t 
no substantial credits  beyond these limits have so far  been granted  
in connection with sales to the Soviet Union.

DIF FERENC ES IN  TRADE APPROACH OF UN ITED  STATES AND ALLIES

As my comments have made clear, our allies do not always share 
our views with regard to trade with Communist countries. While 
there are differences among us, we should recognize th at they stem 
largely from basic differences in economic interests.

Most of our allies are far  more dependent on world trade than we. 
Imports account for only 3 percent of our gross nationa l product. 
Imports into the United Kingdom, however, represent 17 percent of 
total Brit ish produ ction; the United Kingdom must export in order to 
pay for the imports. For Germany the impor t ratio is 14 percent;  
for Jap an  12 percent. These countries are natu rally  reluctant to 
forego trading opportunities.

In addition, nations tha t are heavily dependent both on imports 
and exports are acutely aware of their  own potentia l vulnerab ility to 
policies of economic denial. They hesitate, therefore, to set precedents 
by sanctioning use of such policies as economic weapons agains t 
others.

The Western  European nations have had a great historic tra de with 
Eastern Europe. For them to give up  tha t t rade would mean losing 
something substantia l. On the other hand, U.S. trade with Com­
munist countries has tradit ionally been of limited importance.

MA RGINA L EFF ECTS OF TRADE ON SOVIET LIV ING CON DITIONS

The implications of East-West trade are highly controversial. 
Some of our allies argue tha t economic denial does not weaken Soviet 
power, but rather  slows down trends  toward moderation in Communist 
policy. The contention is tha t a well-fed Communist will have a 
grea ter stake in the status quo and therefore become less adventurous, 
less aggressive, more friendly to the  West.

We wish the Soviet people well—as do we also the people of other 
Communist countries. We would like to see them achieve more of 
the good things of life they have been promised for so long. We 
would be pleased to see the Soviet Union devote more of its resources 
to improving  the living standards of the Soviet people.

But the argument  th at a well-fed Communist is bette r than a hun­
gry Communist is not really pertinent to a discussion of international 
trade with the Soviet Union—the context in which it has been most
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frequently urged. As we have pointed out, the trade  of the Soviet 
Union with the entire  Western World  could have only a marginal 
effect on this issue. Whether the Soviet s tandard of living improves 
depends p rima rily on the policies, both internal and external,  of the 
Soviet Government.

CONCLUSION

As you have seen, I have no t attempted today to break new policy 
ground. Rather, I have tr ied to describe in some detail the policies 
and practices we have developed over the years in conducting our 
trade  relations with the Communist countries—and especially to ex­
plain the premises which underlie these policies and practices.

This approach has seemed most appropria te at this stage. In the 
course of your inquiry you will no doubt wish to examine additional 
issues.

ASSESSMENT OF POSSIBILITIES FOR TRADE EXPANSION

For  example, we are engaged in a realistic assessment of the possi­
bilities for the expansion of trad e with certain of the Communist 
countries. This means taking into account the kinds of goods the 
Communist countries are likely to have available for export over the 
next few years in relation to the needs of our market. It  also re­
quires a careful examination of the insti tutional and other obstacles 
to the expansion of trade  between dissimilar  economic and political 
systems.

This leads furt her into the question of how we can most effectively 
and advantageously carry on tradin g relations  with state-tradin g 
countries. Questions have been raised as to the protection of indu strial  
property and Communist trad ing and price policies. It  may be that 
the committee will find it useful to look into the ways in which the 
Western European countries have conducted the ir substantial tradin g 
relationships with Eastern Europe.

SUITABILITY OF LEGISLATION GOVERNING TRADE

Final ly, you may find it useful to consider the suitability of our 
present body of legislation. Do our present laws provide us wi th the 
most effective means of adap ting trade with the Communist coun­
tries to our political and economic interests?  Would they perm it us 
to develop more nearly normal commercial relationships, i f thi s should 
appear to be in the national interest ? The legislation in this field 
was developed largely in response to specific situations and relations  
over a long period of years. The committee may wish to form a 
judgment as to whether  it best serves our  national needs in today’s 
world. You may wish at  a point to consider some of these questions 
with us in closed sessions.

NEED FOR TRADE AS A POLICY INS TRU MENT TO FIT CIRCUMSTANCES

In  my observations today I have tried to emphasize three point s:
First,* trade can be a useful instrument of policy in the contest with  

communism and in affecting Communist policies, provided it is 
adapted to the  par ticu lar s ituations presented by different Communist 
countries.
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Second, trading policies suited to one period in our relations with a 
part icular Communist country may not be equally appropriate at 
another period.

Third, our nationa l purpose can be served either by the denial of 
trade or the encouragement of trade,  depending on circumstances. 
Furthermore, the denial of trade may be either to tal or  selective, again 
depending on circumstances.

Let me add one fu rther point. The use of trade  with Communist 
countries for nationa l purposes is a matter for national  decisions. 
The volunteer efforts of individuals  or organizations to impose their  
priva te notions on our overall t rade  policy can only frustra te the effec­
tive use of this essential national  instrument.

AVOIDANCE OF DOCTRINAIRE APPROACH

Above all, let us avoid the doctr inaire extremes that  seem to flourish 
in this field.

On the one hand, yet us be quite clear tha t, in spite of some opinions 
to the contrary, trade with Communist countries should not be con­
ducted purely on the basis of commercial considerations and as though 
there were no political and mili tary  issues dividing Eas t and West-

On the other hand, let us be equally clear tha t trade with the Com­
munist world cannot be effectively used as a blunt  instrument. It  
must be flexibly adapted and flexibly applied on the basis of political, 
military, and economic realities. And this requires tha t we make dis­
tinctions among Communist countries.

We must not permit ourselves to be frozen in an arb itra ry stance 
that ignores these realities and lumps all Communist countries together 
without such distinctions. To do so would make us the prisoners of 
a dogma, rather than the commanders of a policy.

You will observe, Mr. Chairman, tha t I have not stated  conclusions 
for the fu ture  in th is changing situation. We in the executive branch 
are studying  these matters in grea t detail. We welcome the fact tha t 
this committee is undertaking a s imilar  s tudy on the  legislative side, 
and we also know th at private organizations are undertaking  similar 
studies; for example, you will have observed in the  press that the U.S. 
Chamber o f Commerce is engaged in such a study. But what I have 
tried  to do today is to indicate some of  the bases of our think ing on 
these matters, how some of these trade relationships or the absence 
of trade relationships develop, what some of the underlying issues 
are, and what some of the questions are to which the committee might 
wish to address itself. I would look forward to a chance to return  
to the committee at a later  stage in your hearings, perhaps some ses­
sions in closed session, in order that we might dig deeply into these 
important questions which the committee is undertaking to study.

Thank you very much, sir.

EFFECT RESTRICTING EXPORTS HAS ON SOVIET ECONOMIC AND MILITARY 
POTE NTIA L

Senator Sparkman. Thank  you, Mr. Secretary.
You have given us a very good rundown on the s ituation, and a very 

thought provoking presentation.
Let me ask a few questions and then I will call on my colleagues to 

pose questions to you.
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What effect, if any, has our restric tive export policy had in the last 
few years on the buildup  of Russ ia’s economic and military potential ?

Secretary Rusk. I believe, sir, that  it has had some effect on the 
pace of developments in the Soviet Union. I think  th at a free access 
to our capital markets would have made it possible for them to develop 
the ir capital plant more rapid ly than has been the case.

I would think that the character  of our limitations in the free world 
on trade with the Soviet Union has made i t necessary for them to d ig 
more deeply into their own resources for those things tha t are con­
sidered of strategic or milit ary importance to them. I think  tha t it 
is also clear tha t the contrast in standards of living on the two sides 
of the C urtain  has developed pressures in the Soviet Union fo r greater 
attention to consumer needs, has reminded them of what I have some­
times called the unfinished business of the Russian people, and has 
helped to  open the possibi lity tha t if the most dangerous and difficult 
political issues can be somehow b rought under control and perhaps 
resolved, all of us on the ir side as well as on ours have unfinished 
business to which we would prefe r to  commit our resources.

Now, i t is t rue  tha t the Soviet Union is a large country with very 
large  resources. The Soviet regime has been able to develop a highly 
indust rialized  capital plant capable of  meeting most of thei r needs a t 
the present time.

I would no t myself suggest th at the effect of  our t rade restrictions 
has been massive as fa r as the Soviet Union is concerned because their 
dependence upon foreign trade has been relatively ra ther slight. But 
on the other hand, given the circumstances of the postwar period and 
the types of conflicts in which we were involved dur ing tha t period. I 
think tha t the general attit ude  of  the W est toward  trade has had its 
reason.

RE ST RIC TI ON ON  SA LE  OF  DIA M ETE R F IF E  TO U .S .S .R .

Senator Sparkman. Speaking  of this question of what effect our 
policy has had—that  is, how restrictive i t may have been on th eir de­
velopment—there comes to my mind a case a year or two ago involving 
large diameter pipe that  Russia wanted. We objected very strongly 
to the sale of t ha t by our allies. I believe tha t la ter the pipe was pro­
duced in Russia, was i t not?

Secretary  Rusk. When it became impossible for the Soviet Union to 
meet its orders or i ts requirements for large diameter  pipe in the free 
world, they moved to adju st the ir own production in order to equip 
themselves with large  diameter pipe.

Now, I think this  is an issue which illustra tes both sides of the pro b­
lem that  we are engaged in discussing today. That large diameter pipe 
was to  be used for a pipeline which seemed to us to have important 
strategic value. When we refused to cooperate, when the Western 
European countries refused to cooperate in ouilding tha t pipeline, the 
Soviets turned  to do it themselves, and they are doing it themselves.

So what occurred was a certa in delay in  the completion of a pipeline 
tha t has  strategic interest. But about all tha t was accomplished was 
delay. They will undoubtedly complete the pipeline on the basis of 
their own resources.
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Senator Sparkman. Didn 't it represent a development of a  produc­
tion potential that  they did not have up to th at time ? In  other words, 
didn' t we actually push them into an economic development so as to 
make them less dependent upon others?

Secretary R usk. Well, I think it did  press them toward greater self- 
sufficiency. It  required them to use thei r own resources for this pu r­
pose. Now what they might  have used those resources for alte rna­
tively would be a m atter for speculation. But it undoubtedly moved 
them toward grea ter self-sufficiency.

RELATIONSHIP BETWEEN COMMON POLICIES AND EXTENT OF TRADE

Senator  Sparkman. What efforts are being made to work out a com­
mon policy for  the developed countries in trad ing  with the Soviet 
Union ? Is there much hope tha t a common policy could be agreed 
upon at any time in the foreseeable future?

Secretary  Rusk. I think, Mr. Chairman, one could distinguish be­
tween common policies on the  one side and the extent of trade on the 
other, because the contrast in the statistics, for example, in trade 
between Western Europe and the Soviet bloc on the one side, and the 
United States and the Soviet bloc on the other is not jus t a reflection of 
different policy attitudes. As I indicated in mv statement, Western 
and Easte rn Europe have historically been relatively impor tant tra d­
ing partn ers compared with the United  States. This was true before 
the Communist revolution and has been true  since t hat  time.

The dependence of Western Europe  upon foreign trade has been 
different than ours.

Now we have a broad range of  agreement with our allies on certain 
aspects of trade, such as on COCOM arrangements and on a policy of 
not becoming too dependent upon sources of supply from the Soviet 
bloc, as in the case of oil. But there has been a much larg er trade by 
Western Europe with the Soviet bloc than bv the United States be­
cause in this country we have some legal as well as economic problems 
on our side.

We and the Soviet Union are not natu ral trad ing partn ers to any 
substantial extent. As the committee knows, Soviet trade has been 
worked out largely  on a bilateral basis, and its bilateral accounts tend 
to be more or less in balance with part icular countries of the  free world.

Therefore , if there were a substantia l increase in trade between us 
and the Soviet Union, i t would mean that we would presumably have 
to find or be able to find substantially larger quanti ties of Soviet 
products  tha t we would want and need for our market, or to extend 
credit over time.

Well now, we don’t see Soviet p roducts in large quantities tha t are 
needed in our market, so there are some economic problems.

I mentioned trade practices in my statement. We need to be clearer 
than we are today about what the Soviets are willing to do about 
protecting such things  as patent  and copyright righ ts of Americans 
who trade with the Soviet Union. We need to be clearer about trade 
practices that might develop into dumping  procedures.

On the credit side we have in the background the lend-lease sett le­
ment which has not been concluded. So the policy gap is not as wide 
between ourselves and our allies as the actual trade gap, the volume of 
trade between ourselves and our allies.
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LACK OF U.S . AND U.S .S .R .’S DEPEND ENCY  ON IMPORT S

Senator Sparkman. I noticed one interesting point you brought  out, 
tha t Russia's free world imports from all free world indus trial  coun­
tries  amount to only one-half of 1 percent of her gross nationa l 
product.  I notice that imports account f or only 3 percent of our gross 
national product. So neither country is greatly  dependent upon im­
ports, is i t ?

Secretary Rusk. Tha t is correct, sir. I think  as fa r as we are  con­
cerned, there are some impor tant materials tha t would make l ife here 
rather different if we did not have tha t 3 percent.

Senator Sparkman. Yes.
Secretary Rusk. Nevertheless in the main our two economies are not 

so heavily dependent upon external trade as is the  case wi th many of 
the countries of Europe, both in Western Europe and in Easte rn 
Europe.

LEND-LEASE SITUATION

Senator  Sparkman. By the way, you mentioned the lend-lease si tu­
ation. Is that in any state of negotiation ?

Secretary Rusk. It  is not at the present time, Mr. Chairman, in 
active negotiation. There was a very wide m argin of difference at 
the occasion of the last discussion of this subject. I perhaps could 
get into  that  in some detail in closed session, but it is not  being actively 
negot iated at  the present time.

EF FE CT  OF EAST-W’EST TRADE ON SIN O-S OVIET  RI FT

Senator Sparkman. Now let me ask you this last question for 
jus t a brie f answer.

Wh at effect is an expansion of East-W est trade  likely to have on 
the ri ft  between Russia and Communist China?

Secretary Rusk. I think, sir, tha t in stra ight financial or trade 
terms, this would not itself be a far-reaching and decisive element. 
However, I thin k it is related to another issue th at seems to be in­
volved in the present discussion between Moscow and Peiping. They 
are engaged in a far-reaching doctrinal debate over the difference 
between peaceful coexistence and militancy. Now, this  is not a de­
bate about doing without the world revolution, but a debate about 
how to get on with it.

Nevertheless, from the free world point of view, we have some 
interest in there being substance in the idea of peaceful coexistence.

Now Soviet leaders have from time to time talked about trade  
as contributing to peace. It  is also possible and I would pre fer my­
self, to put  the emphasis the other  way aro und: that peace can 
contribute  to trade, that there is a stake, from their  point of view, 
in try ing  to work out dangerous and difficult or explosive questions; 
tha t there are some incentives to live in peace and tha t some of 
those incentives could be in the trade  field. But  I do not myself 
believe tha t the purely economic factors will play a major role in 
deciding this dispute between Moscow and Peiping.

It  is true tha t in the case of China, mainland China, they are 
very pressed for resources. The ir trad e relations with the Soviet 
Union have shown a very considerable change over the last 2 or 3
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years. There has been a sharp drop in tha t trade. Mainland 
China has tried to find sources of supply and markets in the free 
world, thus far  with some, but nevertheless limited, success. The 
economic pressures on mainland China, I think,  are  likely to increase 
steadily as they try to deal with the most impossible problems of 
sheer arithmetic in meeting the needs of thei r growing population. 

Senator  Sparkman. Senator Aiken.

EFFECT OF EMBARGO ON CUBA’S INTERN AL POLITICAL SITUATION

Senator  Aiken. Mr. Secretary,  jus t two or three questions. Has 
Castro’s hold on the people been weakened since we embargoed the 
shipment  of so many supplies and commodities ?

Secretary Rusk. We first began to impose limita tions on trade 
with Cuba in. I think,  1960. I would think,  Senator, tha t it is fai r 
to say tha t the actual control of Cuba by the apparatus, the police 
apparatus of the state, remains strong. But  I would also think, 
and we have reason to believe this, tha t there is considerable dis­
illusionment. among the Cuban people about the promises and the 
prospects of the Castro revolution when the actual performance  is 
compared with the promises th at were held out at an earlier  stage.

There has been a reduction in Cuban productivi ty. There are 
ration ing regulations which remind each citizen tha t they are not 
in a st rong economic position, and I would th ink tha t there has been 
a considerable contribution  made by trade restrictions to the idea 
tha t this is not the path for the future, this is not where the future  
of the Cuban people lies, and this is not a p atte rn which, if exported 
to other countries, would solve the ir problems in the economic and 
social fields.

But I will be glad to  submit to the committee, Mr. Chairman,  some 
statistical materia l to b ring out more concretely what I  have jus t said.

Senator Aiken. In other words, the people are  no nearer to being 
free people than they were 3 or 4 years ago ?

Secretary Rusk. I think  one would have to say tha t the apparatus  
of control is still in full authority  there.

U.S.S.R.  AS PRIN CIPA L COMPETITOR IN  WORLD MARKET

Senator Aiken. Is Russia a princ ipal competitor of ours in the world 
markets, and in what commodities?

Secretary Rusk. No, sir.
Senator Aike n. In no commodities ?
Secretary R usk. Mr. Chairman, I wonder i f i t would be convenient 

to our friends if this light  can be turned off temporarily. I can’t see 
the Senator very well. Thank you.

The Soviet Union is not a significant competitor in the international 
field, perhaps with the  possible exception of oil. But there again thei r 
exports of oil are a very small fraction of the tota l world market. No, 
I  would think t ha t th is is not our tradin g problem.

The competition among free world countries themselves is fa r more 
vigorous and far  more significant than  competition with the Soviet 
Union in economic terms.
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SOVIET DU MP IN G ON WORLD MA RK ETS

Senator Aiken . Does the Soviet Union engage in dumping on the 
world markets to any extent?

Secretary Rusk. May I ask my colleague, Mr. Ball, to comment on 
tha t because he has been studying that problem ?

Mr. Ball. Senator , I would say that there have been situations 
where, particu larly  with regard to raw materials, the Soviets have ap­
peared to try  to use practices we might call dumping practices in 
order to establish themselves in a new market. The trend would in ­
dicate tha t the pattern  is that, once established in that market, they tend 
to conform the ir pricing  policies to the preva iling prices in the market. 
It  is a device of penetrat ing markets ra ther than  one tha t is habitually 
practiced.

Now dumping  is a concept which is very difficult to apply to an 
economy tha t doesn’t have a marke t mechanism, because the ir p ricing 
practices are obviously of a very special kind. So that  we can only 
look at the consequences and make our own guesses as to whether this 
is above or below the cost of production.

But I would say th at  there  is always the menace of dumping, pa rti ­
cularly  for an economy where trade may be used not purely for com­
mercial purposes but for political purposes as well, and where there is 
the kind of s tate control which exists over production as exists in the 
case of the Soviet Union.

But, by and large, when the Soviet Union establishes itself in a 
market, i t seems to adapt  its pricing policies, and I think for quite good 
reason, because i t is very eager for as much foreign exchange as pos­
sible and therefore it doesn’t want to sell any more cheaply than  is 
needed in order to sell its products.

Senator  Aiken . Would you say tha t subsidizing exports is a form 
of dumping?

Mr. Ball. It  has in many cases the equivalent effect—if the subsi­
dized exports, if the result  of tha t is a price tha t is well below the 
prevai ling price of the market.

EX TE NS ION OF LONG-TERM CR EDIT  AS A FORM OF DU MP ING

Senator Aiken . I s the extension of unusually long credit terms a 
form of dumping ?

Mr. Ball. I t is a form, again of expedit ing sales which gives an 
artificial advantage to the country tha t practices it, a t least on a tem­
porary  basis.

Senator Aiken. Then, would you say tha t when other wheat pro ­
ducing countries extend 5-year terms, whereas our limit would be 18- 
month terms, on the payment for wheat, tha t would be a form of 
dumping on their  part  ?

Mr. Ball. It  would be a form of-----
Senator  Aiken. Undercutting  ?
Mr. Ball. Well, or we could say a form of competition which we 

think wouldn't be very healthy.
Now, actually, I don’t know of any cases of 5-year credits  for 

wheat. The practice  has been I think to hold pre tty much to 18 
months. I am reminded by my colleague that  there has been one in-
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stance of 3 years. The 18 months was the original deal between 
Canada and the Soviet Union.

Senator  Aiken . Tha t was normal, I believe.
Mr. Ball. You know with  wheat sales of this magnitude, it is very 

hard  to say they are normal.
Senator  Aiken. Yes.
Mr. Ball. Because they are really abnormal in terms of experience.

GENERAL 5-Y EA R CREDIT LIM IT

Senator  Aiken . If  a trade called for the delivery of so much a 
year for 5 years , th at would be one thing, but 5 years  in which to pay 
would be another thing. Now suppose t ha t we made an offer to sell 
wheat on 5-year credit. Do you expect tha t our fr iends and neighbors 
would then sa y: “We will give you 7 years” ? The purpose of this 
offer of longer-term credit is to get the business, isn’t it?

Mr. Ball. There is always the danger of a credit race. Tha t, of 
course, is the reason why the nations have tac itly agreed under the sys­
tem to try to lim it credit to 5 years as a general principle.

Senator Aiken . Mr. Chairman, this is a very interes ting subject. 
I would like to ask three or four more questions. But I have a date 
with my dentis t and he won’t wait.

Secretary Rusk. Good luck, Senator.
Senator  Sparkman. Senator Lausche.

NEED TO EXERCISE FL EX IB IL ITY IN  TRADE PRAC TICES

Senator Lausche. Mr. Rusk, I deeply appreciate  the valiant job 
tha t you are doing as Secretary of State, and I  know that you are try ­
ing to explore ways and means of securing the futu re life of our coun­
try  without the surrender of honor and dignity.

On this subject that  we are discussing today, different minds will 
differ. Now, my question. From what  you have said, am I justified 
in concluding tha t the State Departmen t has decided that the treat­
ment accorded to the  Communists up until, let’s say, 6 months ago has 
to lie changed as f ar as internationa l trade is concerned?

Secretary Rusk. Senator, I am not prepared to say th at in general 
terms. I have tried to point out in my statement this morning tha t 
we need the chance to exercise flexibility among Communist countries, 
so tha t different patterns of conduct and different relationships can 
be reflected in trade as well as in other fields.

I do thin k that  the present situation  is one in which very important  
things are happening, tha t the world situation is in motion. I am not 
prepared to say today tha t it is quite clear that any large segment of 
the Communist world is going to move clearly toward a decent and 
reasonable peace with the free world. But nevertheless there are  some 
signs indica ting that  consumer needs and that economic well-being and 
tha t other elements are making thei r imprint  in certain areas of the 
Communist world, and we should be in a position where we can re­
spond to tho opportun ities as well as to meet threats in the trade field 
as well as in other fields.
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BASIS  FOR THE CO MM ITTE E’S EXPLO RIN G TRADE RELATIO NS

Senator Lausche. I understand from what has been presented to 
us tha t the  State Department is recommending a new approach which 
will allow it to deal with the separate  Communist countries in a 
manner which it deems best relating to the par ticu lar circumstances 
applied  to a country.

Secretary Rusk. Senator, again I am not yet in the position of 
recommending tha t pa rticu lar result, because we do trade in this coun­
try  under legislative enactment, and the body of legislation affecting 
our tra de is something which this committee presumably will be study­
ing along with us as we go through these hearings. I have not myself, 
today, for example, recommended changes in any part icular piece of 
legislation. But I think t ha t this is a question which is worth study­
ing as the committee and the executive branch look into these questions 
in the next several months.

Senator  Lausche. Did the Department of State request this com­
mittee to hold these hearings  to explore whether we should change 
our policy with respect to trade  with the communist countries?

Secretary Rusk. As I  recall, it first came up when I  was before the 
committee and members of the committee indicated tha t they thought 
this subject was worth studying and I  expressed the view at tha t time 
tha t I thought it would be a good th ing to study too. So I  think I 
would have to consult the record as to how it came up first, but I 
recall tha t it came up in a discussion between myself and the com­
mittee.

REACTION OF PEOPLE IN  EASTERN EUROPE TO TRADE CHA NGE S

Senator  Lausche. I see. If  we change our policy with regard  to 
trade between the East and the West, wha t in your opinion will be the 
reaction of the people in the Eastern European countries, as d istin­
guished from the Communist governments, about what our decision 
is concerning the ir futu re status? I wish you would be brief  in 
answering tha t because my time is limited.

Secretary  Rusk. Righ t, sir. I would think  tha t in general the 
people of the countries of Eastern Europe would welcome additional 
contacts with the people of the Western countries.

I have had a number of chances to get some sense of that. Now 
there may be differences in part icular countries on this matter, but 
in general I have fel t t ha t there is a desire on the par t of the peoples 
of those countries to establish more contacts with the peoples of the 
West.

Senator  Lausche. You can answer this question “Yes” or “No” : 
Will  it not indicate to the people, about 200 million of whom live 
within the captive and the satellite nations, tha t we have decided 
tha t the  Communist form of government shall prevail and continue to 
live, and tha t our commitment made in the Atlantic Char ter—tha t 
there shall be open, free elections—is abandoned ?

Secretary  Rusk. I would not think  that tha t would be the case in 
every country, no sir.
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COMPARISON BETWEEN CUBAN AND EAST EUROPEAN TRADING POSITIONS

Senator  Lausche. I would like to ask some other questions.
It  is suggested tha t a separate type of treatm ent be accorded to 

China and North  Korea and North Vietnam and Cuba, and tha t the 
theory is with  respect to Cuba, to quote the Sec reta ry:

Cu ba is, th er ef or e,  a  co un try m or e th an  usu al ly  vuln er ab le  to  a  po licy of 
eco nomic de ni al .

Quoting f ur th er :
How ev er , le t me m ak e i t  c le a r th a t su ch  a po licy in  it se lf  is not lik ely to 

bri ng down  th e C as tr o  regime.  W hat it  c an  do is to  he lp  us  ac hiev e fo ur lim ite d,  
bu t n on et he le ss  s ubst an ti al , ob ject ives .

Our embargo on Cuba, i f applied,  will achieve four objectives:
F ir s t,  to  re du ce  C as tr o’s w ill  an d ab il it y  to  ex port  su bv er sion  and vio len ce 

to  the ot her  A m er ic an  Sta te s.

If  th at princip le is applicable to Cuba, isn't i t likewise applicable to 
Red Russia and Czechoslovakia if the embargo deters the exporting of 
subversion ?

Secretary Rusk. Senator, I think there is both a practica l and a 
political difference in these two cases. On the practica l side, Cuba 
lias been f ar more dependent upon trade with the outside world than 
has the Communist bloc of Eastern  Europe.

The Communist bloc of Eastern Europe is not so vulnerable as 
Cuba to trade pressures and trade embargoes, so that  there are prac­
tical reasons for  a difference.

Secondly, as f ar as Eas tern Europe is concerned, this is only one of 
a very large  combination of issues which are at issue between East  
and West.

This is where the greatest confrontation lies. This is where the 
exploration for possibilities of points of agreement is going on, 
whether in small matters or in larger matters such as disarmament 
so I think there are substantial differences between the situations.

COMPARISON BETWEEN CUBAN AND EAST EUROPEAN INTERN AL SITUATIONS

Senator L ausche. Turning  to the second objective, you s tat ed :
* * * to  m ak e pl ai n to  th e peop le of  Cub a th a t C as tr o’s regi m e cannot se rv e 

th e ir  i n te re st s.

If  tha t principle is applicable to Cuba, isn’t it also applicable  to 
Hungary , Czechoslovakia, Bulgaria, Yugoslavia, and the other 
Communist nations?

Secretary Rusk. Senator, I thin k tha t we have not seen in Cuba 
any signs of any significant changes in the charac ter of tha t regime, 
and the n ature of the police state th at Castro has fastened upon those 
people. But there are important  possibilities of change in Eastern 
Europe.  There have been changes in the internal struc ture and ad­
ministrat ion of a  number of these countries.

Now in the absence of a cataclysmic war, these processes of change 
are the principal way by which these countries can move toward 
grea ter freedom, better relations with the West, more opportunities 
for the ir citizens, less police control, better chance for intellectuals 
and scientists to get on with thei r jobs  and things of tha t sort.
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Senator Lausche. There are many who will not agree with the 
statement t ha t there is a change, and  I  am one of them.

Now No. 3:
* * * to demonst rate  to the  peoples of the  American Repub lics th at  commu­

nism has  no futu re in the Western Hemisphere.
Don’t we by this same principle impliedly state to all of the captive 

people that communism is going to be the ir lot from now on as fa r as 
we are concerned ?

Senator  Rusk. I th ink,  sir, the four th objective in that  series-----
Senator  L ausche. I will get  to the fourth .
Secretary Rusk. Yes. The four th objective I  think carries a com­

ment on tha t. This again turns upon whether one believes tha t there  
is any change in process or any prospect of change for the future.

We refer  to the other American Republics because, as you will re­
call, at the beginning o f the Castro revolution, there was a consider­
able feeling throughout the hemisphere tha t this revolution against 
the Batis ta regime somehow carried  with it great promise for the 
future.  But then when it became clear tha t this was solidly Com­
munist in character, then other people in the hemisphere began to pull 
away from it. If  we pin tha t point down, that  this system in Cuba 
is not the  wave of the futu re in this  hemisphere, I  th ink tha t will be a 
very im portant objective.

Senator  Lausche. Now I  get to the four th one.
To increase the cos t to the  Soviet Union of ma inta inin g a  Communist outpost in 

the Western Hemisphere.
If  we increase the cost of maintaining a Communist outpost in the 

Western Hemisphere as il lustrated by Cuba, wouldn’t th at same p rin ­
ciple be applicable to all o f the captive nations of Europe?

Secretary  Rusk. Again  I think there are some changes in process 
in relations between the countries of Eastern Europe and Moscow, and 
among themselves, and tha t there are broad historical changes tha t 
one can begin to see at work there which I think will produce over 
time a clearer answer to the question you raise.

I can't give you a categoric answer today on it, sir.

PR OH IB ITIO N OF CREDITS PU RS UA NT  TO JO HNSO N ACT

Senator Lausche. Now I  would like to get to the subject o f indebt­
edness of these Communist countries to our country. The Johnson 
Act, as I understand it, prohibits  the extension of credit by an 
American exporte r to a foreign purchaser if tha t purchasing nation 
is in default on an indebtedness to the United States. Am I correct 
in that  understanding?

Mr. Ball. That is correct, Senator Lausche; yes, sir.
Senator  Lausche. Now the Johnson Act is st ill in effect, isn’t it ?
Mr. Ball. That is true, sir.
Senator Lausche. And  under the present law whoever extends 

credit to  a defaulting  nation would be in violation of a criminal la w; is 
tha t correct ?

Mr. Ball. We don’t contemplate extending credit. What we have 
indicated, as a matt er of fact, in the case of long-term credits is th at 
we have tried to get a policy among all the NATO nations in opposi-
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tion to it. So far as the United  States  is concerned, we don' t extend 
credit.

Senator  L ausche. Wha t about the private citizen who will extend 
credit ? Will he be in violation of that  law ?

Mr. Ball. He is the one who is in violation because the Johnson 
Act as it is drafted  makes an exception for the E xpo rt-Import Bank.

Senator Lausche. Yes.
Mr. Ball. The Johnson Act as it was originally enacted was de­

signed to protect the private investor from the bad risk th at had been 
demonstrated in the postwar period from the bond issues of certain 
of the European governments.

It  relates only to credits extended by private citizens, not credits 
extended by Government.

Senator Lausche. Do you contemplate asking for a change in tha t 
law ?

Mr. Ball. We haven’t made any recommendations, Senator.

LEND-LEASE INDEBTEDNESS AND TH E JOH NSON ACT

Senator L ausche. Tha t answers the question. I have had prepared  
for me a p aper which shows th at the Soviet Union  owes our Govern­
ment $11 billion for lend-lease goods. It  has repaid  $110,520,000, 
leaving an indebtedness of more th an $1014 billion tha t has not been 
settled. Do we consider tha t as an inhibition agains t private vendors 
from selling goods, in the face of the provisions of the Johnson Act?

Mr. Ball. We consider the fact  tha t the Soviet Union has not 
settled the lend-lease accounts as making the Johnson Act applicable 
and the prohibitions of the Johnson Act applicable to the extension 
of private credit to  the Soviet Union by any American.

YUGOSLAVIA EXEMPTION  FROM PROVISIONS OF JOH NSON ACT

Senator Lausche. Yugoslavia owes $32 million in shipments under 
lend-lease. We agreed to settle the $32 million debt for $900,000 and 
Yugoslavia has paid $600,000, leaving an indebtedness of $300,000.

Is that a basis on which the Johnson Act  is applicable in prohibiting 
the extension of credit by a private  citizen ?

Mr. Ball. There is a fur the r exception to the Johnson Act, Sen­
ator  Lausche, and tha t is with respect to any country which is a 
member of the Bretton Woods institutions, the International Bank, 
and the Internatio nal Monetary Fund , part icula rly the Monetary 
Fun d I believe, tha t they are not subject to the provisions of the 
Johnson Act.

Senator Lausche. I see.
Mr. Ball. That is the case with Yugoslavia.

OUTSTANDING LOANS AND OTHER OBLIGATIONS OF COMMUNIST COUNTRIES

Senator Lausche. I  would like to put in the record here a list  of 
outstanding loans and o ther obligations owed the United  States by the 
Soviet bloc, Yugoslavia, Cuba, and other countries. The li st includes 
Bulgar ia, Czechoslovakia, Hun gary, Poland,  Rumania, U.S.S.R., 
Yugoslavia, and Cuba.

It  runs into a very, very substantia l amount.
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(T h e  d o cu m en t r e fe r re d  t o  i s as fo ll o w s :)

Ou tsta nd ing  loa ns a nd  ot he r ob liga tion s owed Uni ted S ta tes by Sov ie t bloc, 
Yug oslavia, and  Cuba as  o f Ju ne  30,196 3 (o ther  th an  lend-l ease )

1. B ul ga ri a:  (a ) W ar  an d ot he r cla ims of U.S. na tio na ls______  $3,143, 398

2. Cz echoslo vakia :
(a ) World W ar  I inde bte dn ess________________________  257 ,647,08 0
(b)  Su rplus  pr op er ty  cr ed its __________________________  7,536,459

Tot al___________________________________________  265 ,183 ,539

3. H ungar y:
(a) Wo rld  W ar  I inde bte dn ess________________________  3,9 35,60 0
( b) Su rpl us  pr op er ty  cr ed its __________________________  8, 993, 069
(c) Ex po rt- Im po rt cr ed it gu aran tees  (w he at  and othe r

com modity  s ale s—throug h Mar. 2, 1964)__________  20, 700, 000

Tot al _________________________________________  33, 628, 669

4. P o la nd:
(a) Wo rld W ar  I ind eb ted ne ss________________________ 435 ,478 ,984
(ft) Su rpl us  pr op er ty  cr ed its __________________________ 17,338 ,000
(c)  Public Law 480 sales  (d ol la r repa ym en ts not  due un til

196 7)__________________________________________  477 ,300 ,000
(d ) Claims of U.S. na tion al s__________________________  34,00 0,0 00
(e)  AID  development  loan s___________________________  59, 554 ,000
(/ ) Ex po rt- Im po rt Ba nk  cr ed its _______________________  18,888,  000

To ta l___________________________________________ 1,0 42,55 8,9 84

5. Rum an ia :
(a ) World W ar  I inde bted ne ss________________________  107,569,3 71
(ft) Cla ims  of U.S. na tion al s__________________________  500, (MX)

Tot al ___________________________________________ 108, 069, 371

6. U.S .S.R .:
Wo rld War I ind eb ted ne ss------------------------------------------- 621, 420. 405

7. Yug os lavia:
(a ) World W ar  I inde bted ne ss________________________  78,168 ,718
(b)  AID  development  loan s___________________________  184 ,900,000
(c)  Pu blic Law  480 sa le s_____________________________  4.3.3, 856, (MM)
(d ) Ex po rt- Im po rt Ba nk  loa ns________________________  63, 000, (MM)

Tot al __________________________________________  759, 942, 718

8. C uba:
(а ) Ex po rt- Im po rt Ba nk  loan s________________________  36,300 ,000
(б)  Ex prop ria tio n of Nicar o nickel  prop erty,  val ued  a t__  133, 000, 000

Loa ns con sidered in de fa ul t (o ther  than  World W ar  I  loans)

Pr in cipa l In te re st

C zechoslo  va kia_______________________ ____ ____________________________ $1,048,000 $1,160 ,000
H ung ar y_______________________ ______________ ___________ 3,782,000
U.S .ft .K .. . . . . . _________________ ____ _____________________ 42’ 272̂ 000

30-642—64— pt . 1------3
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Lend-lease to Soviet-b loc countr ies, and Yugoslavia

C o u n tr y V al ue  o f 
sh ip m en ts

A gr ee d se tt le ­
m en t val ue

A m oun t re pai d B al an ce

C ze ch os lo  vak ia  - - ____________________ $435 ,446  
12,2 32,889 

11,0 47,488 ,792 
32 ,18 8,847

$172,961
110,000

(' )
900,000

$172,961 
110,000 

110 ,520,38 6 
600 ,000

0
0
?

$300 ,000

P o la n d ______________________________
U .S .S .R  . ............................ - .............
Y ugosl av ia  __________________________

11,0 92,345 ,964 110,803 ,347

> N o f u ll  agre em en t.

D IS T IN G U IS H IN G  PE OP LE S OF  C O M M U N IS T  COUNTR IE S FR OM  T H E IR  RU LE RS

Senator Lausche. Now, to close, in my opinion, we must distinguish 
the people of those nations from the ir rulers. The ir rulers are Com­
munists. They have continued to be Communists, and we are not go­
ing to strengthen the will of those people in trying to liberate them­
selves by following the course of conduct which is tantamount to te ll­
ing the world we have gone to bed with the Communists, and I don’t 
contemplate doing so. Tha t is all.

Senator Sparkman. Senator Hickenlooper.
Senator H ickenlooper. I will pass.
Senator  Sparkman. Senator  Mundt.

committee procedure

By the way, let me say that before you arrived , Senator Mundt , and 
you, Senator  Hickenlooper, I mentioned tha t Sercetary Rusk has an 
appointment at 12 that  he must meet. 1 believe he should leave here 
at about 11:35. Tha t is not very long from now.

Senator Hickenlooper. I will put  your mind at rest and abandon 
my plans for questioning.

Senator Mundt. Then may I say I  certainly hope we have Secretary 
Rusk back in open hearings so we can properly interrogate him on a 
subject which I think  is vita l to the security of this country and the 
preservation of peace.

I am delighted tha t we are opening up hearings  on a sharp departure 
in American foreign policy, the impac t of which is going to be tremen­
dous on every American man, woman, and child, to say nothing of the 
free world. I don’t think  we should skip over it light ly or operate 
under the limitations of time. I will go as long as you think I should, 
but I th ink we should have him back.

TW O PR ON GS  O F FO RE IG N PO LI CY

As you know, Mr. Secretary, I have followed your counseling and 
voted with your presentations much more frequently than  I  have not. 
But I must say I am terribly distressed about what I conceive to be a 
sharp depar ture from the past insofar as our relationship to the Com­
munist-bloc countries is concerned.

What, it  seems to me, you are presenting here is the recommendation 
for the adoption, or perhaps  a continuation, of a program adopted last 
December after seven successive rollcalls in the Senate and the House. 
This program seems to me at best to set up a double standard  of moral-
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ity in economic activity, one for us and one for our allies. And we seem 
to apply one standa rd for one Communist country, and another st and­
ard  tor another Communist country, which shoots right out of the 
saddle the basic good judgment and logic of  what I have conceived 
to be American foreign  policy since 1948. Let me see whether we see 
eye to eye, first of all, on what I consider to be our foreign policy.

The critics frequently say we don't have any foreign policy; we can’t 
define it. I want to define it and see whether I  understand  it.

As a former member of the House Foreign Affairs Committee for 
many years and as a member of this committee, I think our foreign 
policy has been, in the main, one, in the aid area where we have ex­
pended over $100 bil lion in this period of time, with the concept t hat  
by strengthening the free world and increasing their  standards of 
living, and strengthening their capacity to  govern themselves, we make 
them less susceptible either to Communist aggression or Communist 
infiltration.

Am I correct tha t tha t justified the aid part  of our program?
Secretary Rusk. That is correct, sir. This nation has had, from 

the very beginning, a powerful commitment to the idea of freedom 
and to the insti tution  of freedom and that  is central to our foreign 
policy and our relations  to the rest of the world.

Senator Mundt. Tha t is correct. There is, as I see it, ano ther prob­
lem moving as a companion to th at one, and as I have conceived it, a 
very consistent second prong. That prong  is tha t we t ry to rest rict 
in every way we can, short of war or short of acts of aggression, the  
capacity of the Communist world to develop the muscle and the 
streng th and the migh t to go into each of the areas of the world 
and to snatch out of the lap of freedom the countries which we have 
been aiding  with our program. I think  those two prongs have 
worked together, and fair ly successfully, al though expensively since 
1948, and have kept about equal the balance between the free world 
and the Communist world. Is tha t correct?

TH IRD FACTOR OPERATIVE IN  POLIC Y FOR MATION

Secretary Rusk. Yes. I think there  is a th ird  very important ele­
ment, however, tha t should be added to those two.

Senator  Mundt. Yes.
Secretary Rusk. And tha t is that because of our commitment to 

freedom, we ought to be aler t to the possibilities of encouraging, 
helping to bring  about changes within the Communist world itself 
tha t will work to the advantage  of the nations of freedom.

Senator  Mundt. I certainly  would buy tha t as the author of the 
Smith-Mundt Act, known as the Voice of America.

DANGER OF WAR ARISING  FROM EA ST-WEST CON FRO NTATION

May I suggest there is a four th general factor to get before us. 
Am I  correct that, as I  see the  world, our only chance of war in the 
predictable futu re is a war between the Communist bloc countries 
and the United  States;  tha t is, for a war involving the United 
States, the only possibility of an attack  from an enemy strong enough 
to make it a tough war would be from the Communist bloc?
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Secretary Rusk. I think, sir, tha t tha t is the only basis on which 
a deeply damaging war would occur. Now this could happen in d if­
ferent ways. There could be a dispute tha t arises somewhere else 
in the world, in which the Communist world would get it self involved.

Senator Mundt. True ; but unless it involved the Communist world 
and the United States, we are not going to get involved in a war. 
in my opinion, in the predictable future with any other concept 
of government o r any other area of the world except the Communist - 
dominated area ; is tha t right?

Secretary Rusk. No, sir. 1 had the occasion the other day. Sena­
tor, to look over the 61 items tha t remain on the agenda of the Secu­
rity Council. You know the Security  Council never drops an item 
from its agenda. This is a rollcall of the great issues tha t have ariser 
there since 1945.

I would say, as a rather general matte r, tha t in those issues where 
the Communist world was not involved, the United Nations machinery 
has on the whole worked very effectively, and the notions of law 
and the peacekeeping commitments of the rest of the world have been 
able pretty  well to take care of these disputes.

I think you are  quite right , sir, that the danger of great war arises 
out of the confrontation between the Communist world and the free 
world, and the greatest issue there is the  nature  of the world society 
itself.

POSSIBLE CONDITIONS FOR COMMUNIST AGGRESSIOU

Senator Mundt. Very good. Now let me make one o ther general 
point.

Would you also agree that the danger of the war that  we have just 
been discussing is going to continue to be less likely so long as two 
conditions pre vail: one, the Communists do not become stronger 
Ilian the United States milita rily, or two, that they do not think 
that they have become stronger than the United  States, and conse­
quently might recklessly launch an attack.

You and I agree, and the world would agree, that we are not going 
to initiate a war against  communism.

Secretary Rusk. Or that, thi rd,  tha t they themselves lose interest 
in launching such attack  or aggression, th at is, the Communist world 
itself.

Senator  Mundt. That  would increase the likelihood of peace. It 
wouldn't increase the danger of war.

Secretary Rusk. Perhaps 1 was not following with the same syntax.
Senator Mundt. The danger to peace, therefore , stems from one 

of two sources, either  a development o f a superio r strength and stri k­
ing power and m ilitary posture by the Communists, or their mistaken 
conviction that they have such super ior forces.

Secretary Rusk. Right,  sir.

SALE OF B R IT IS H  BU SE S TO CUBA

Senator Mundt. So I want to talk  about this new program which 
was launched last December. I thin k it has set in motion a chain of 
very distressing events in terms of whether it increases the comparable 
strength of the Communists vis-a-vis the free world. That  is what I 
am afraid  it does, because the first interna tional  repercussion of the
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decision which was made on Christmas Eve was tha t just a couple of 
weeks afte r tha t the Bri tish  approved  the sale of the buses to Cuba 
which you discussed. They announced they were going to approve 
the sale of buses on credit to Cuba; isn’t th at correct?

Secretary Rusk. 1 think  so.
Senator Mundt. I think my chronology is about right .
Secretary Rusk. Righ t.
Senator Mundt. Now I agree with you tha t it is unfo rtuna te they 

sold the buses to Cuba, but I cannot qui te see how we are going to be 
very persuasive—and I  notice from the  results of our visits to B rita in 
we have not been very persuasive—in trying to sell the Bri tish the idea 
tha t they should not do as we do, but they should do as we te ll them 
they should do. They have done exactly what we have done. They 
have sold to an enemy of ours, a dangerous Communist outpost in our 
hemisphere, to Cuba, supplies and credit that  the Cubans want. And 
they did it afte r we had sold on credit to an enemy of theirs  and of 
ours, but an enemy of their s much closer to them than to us, the Rus­
sians, supplies that  they need.

Now by what rhyme or reason did we ever expect to induce the 
Brit ish tha t they shouldn’t do what we have done, but tha t they 
should do what we tell them to do ?

W H E A T  SALE TO U .S .S .R . CO MP AR ED  W IT H  SALE OF BU SE S TO CUBA

Secretary Rusk. Senator, the wheat sale to the Soviet Union, I 
think, is more accurately considered in relation to the trade  between 
the Soviet bloc and the Western industrialized countries, say the 
OECD countries. That wheat sale was a small fraction of some $6 
billion of two-way trade between the O ECD  countries and the Soviet 
bloc.

So tha t in tha t sense, since our trade  with the Soviet Union is only 
a tiny fraction of that total  East-West  trade, this sale of wheat to 
the Soviet Union was wholly within the general practice of the Western 
countries at tha t time. Now in the case of Cuba, there is a special 
security problem in the Western Hemisphere arising out of Cuba, and 
we have felt  that  th is is not an issue of general trade between the free 
world and the Communist world. It has to be taken up in connection 
with a policy or an attit ude  toward the security problem as posed 
in the Western Hemisphere.

I would think  tha t is a distinction which most of our friends, by 
the way, have accepted.

Senator Mundt. A distinction which quite apparently  neither you 
nor vour distinguished associate at your left have been able to sell to 
the British.

Secretary  Rusk. We have not been persuasive to the point of u na­
nimity, Senator.

Senator  Mundt. You have not been persuasive to the point of 
changing their  trade policy with Cuba one iota, or one busload; isn’t 
tha t right ?

Secretary  Rusk. No, no, no. I would like to submit-----
Senator  Mundt. The sale of the buses is going on ?
Secretary Rusk. Oh, we haven’t stopped the bus sale.
Senator  Mundt. Tha t is what I mean.
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Secretary Rusk. We haven’t stopped the bus sale.
Senator Mundt. We knocked on thei r door and made our appeal 

and they slammed the door in our face and said “you sold things 
to Russia, which is closer to us than Cuba and which is a greater men­
ace to us than Cuba. You have adopted this policy and we have the 
right to follow the same standard of  economic alternative .’’

Maybe they are wrong, maybe they a re right, bu t I am talking about 
the results. No. 1, we sold on credit to Russia. No. 2, the British  an­
nounced the sale of buses to Cuba. No. 3, we protested. No. 4, they 
rejected our protest and threw in our face our action in  selling to Rus­
sia. Those facts are indisputable, are  they not?

Secretary Rusk. Senator, I don’t believe th at anyone in Western 
Europe,  certainly no government, has said to us “Look, your wheat 
sale is selling to the Soviet Union which is the greatest enemy of 
Western Europe,” because they themselves are t rad ing  massively with 
the Soviet Union. They have not made any such argument.

Senator Sparkman. Mr. Secretary, I  want to remind you t ha t your 
time is quite short. I assured you that you could get away. By the 
way, Secretary Ball will be able to continue.

R E LA TIO N SH IP  OF  DE GA UL LE  TRADE PO LIC IE S TO U .S . SA LE  OF  W H E A T  
TO RU SS IA

Senator Mundt. I will have to continue this  at a late r date in 
public session with Secretary Rusk.

I will be glad to talk witli Secre tary Ball. But I want to poin t out 
the thi rd sad repercussion from our action in December was the loss 
of a great  ally , De Gaulle in France, from the standpoin t of cooperat­
ing in foreign trade  policies.

Aft er the sale of buses to Cuba, he recognized Red China for  the  
purpose of establishing trade  missions in Red China, and now the 
whole program is going down the drain.

Now rightfully or wrongfully, the ir reason, it seems to me, is based 
on an action we took, and the conviction that  they have as much right 
to sell to people we consider our enemy as we have a righ t to sell to 
the people they consider their enemy.

Secretary Rusk. Senator, I am sorry that  I must be leaving under  
fire here, but I would like to say that these are not matters  tha t 
arise just from American foreign policy. We are talk ing about 120 
foreign policies, and these countries have had their  trading policies 
long before December of last year, and again we have not had any 
other government in the  West say to us, “Look, your wheat sale to the 
Soviet Union opens the door.”

Senator Mundt. But there is no denial of the fact, is there, tha t 
these are all part  of shots tha t followed the pull ing of the tr igger that  
set this machinery in action. They followed the action we took vis-a- 
vis a sharp departure  in our trade policy with Russia.

Secretary  Rusk. Senator, I would suggest there is a difference be­
tween cause and pretext. I think  some might have used this as a p re­
text, but it  was not a cause.

Senator Mundt. The results are identically  the same whether i t is 
cause or pretext.
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Secretary Rusk. Thank you.
Sena tor S parkman. Thank you, Mr. Secretary.
Do you want to continue questioning Secretary Ball? 
Sena tor Mundt. I will yield to Senator Dodd. 
Senator Sparkman. Senator Dodd.
Senator Dodd. Senator Gore, I believe, is next. 
Sena tor Gore. I yield to Senator Dodd.

IN TE R N A T IO N A L  POSI TIO N OF  PO LA ND  AN D YU GO SLAV IA

Senator Dodd. I don’t know i f I  have any questions except one th at 
bothers me. Senator Mundt has described the purposes of our for­
eign aid program. I guess we have spent about $100 billion on foreign 
aid. I don’t recall how much has gone to Communist bloc countries. 
Do you know, Secretary Ball?

Mr. Ball. To the bloc countries? Well, so far  as assistance is con­
cerned, we extended no aid to Yugoslavia while i t was a part of the 
bloc. To the extent tha t there has been aid given to Yugoslavia, it 
has been afte r 1948 when there was a rif t, and it has no t been a par t 
of the bloc since then.

The aid to Poland has been very limited. It  has been chiefly in 
the form of Public Law 480 goods.

Senator Dodd. I don’t care about being too technical about it, 
whether we say Yugoslavia is a part of the bloc or not;  in my ju dg­
ment, and for our purposes, i t is p art  of the Communist bloc vis-a-vis 
us.

It  may not technically be and this may be true of Poland. I know 
you can technically say they are not, but they are in t ha t sphere and 
they are on that side.

Mr. Ball. The position of Yugoslavia has been tha t it has a na­
tional ist approach toward the internationa l problems. It  has not 
associated itself closely with the policies of the Soviet Union. Now 
it is a Communist country. Distinct, I  suppose-----

Senator  Dodd. Let me pu t it this way. Do you think, in a show­
down, Yugoslavia would be on our side or on the side of the  U.S.S.R. ?

Mr. Ball. I think tha t one has to be extremely clear about what 
kind of a showdown and under what circumstances.

Senator  Dodd. Take any kind of a showdown you want. You name 
one and I will settle for it.

Mr. Ball. I think  there is a very real possibility that Yugoslavia 
would attem pt to maintain some posture of neutra lity.

Senator Dodd. Do you really believe that  ?
Mr. Ball. Again I  think it depends upon the kind of-----
Senator Dodd. I am trying to  get a t something here. I don’t think 

it helps us much if we pinpoint technicalities. I think it is generally 
acknowledged Yugoslavia and Poland support almost without ex­
ception the Soviet Union’s policy toward  the free world. Tha t is 
what  I am getting  at.

Mr. B all. I have made a distinction, Senator, between Yugoslavia 
and Poland.

Senator Dodd. I know w hat the distinctions are. I have been hear­
ing them. I think  the fact of the m atte r is tha t about all of us recog­
nize t ha t they are on the Communist side and not on our  side.
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Mr.  Ball. They are  certa inl y Comm unist  countries.
Se na tor Dodd. That  is all I  am tr y in g to  establ ish . W ou ld you  

agree  to th at ?
Mr. Ball. I wou ld certa inl y agree th a t they  are bo th Comm unist 

cou ntr ies , and th at , so fa r as Po land  is concerned, it is a pa rt  of the 
Comm unist bloc.

AID TO YUGOSLAVIA AND  POLAND

Se na tor D odd. H ow much a id have  we g iven them, r ou gh ly ?
Air. B all. I can  send the com mit tee the  figures.
Se na tor Dodd. I  do n't  want e xac t figures.
Mr.  Bali,. We  will  be glad  to pu t the m in the record , Sena tor . I  

don’t have them  offhand.
Se na tor Lausc he. W ha t was th at  questi on,  Se na tor  Dodd ?
Se na tor Dodd. I I ow much aid , money, hav e we giv en to Po land , 

Yugos lav ia, o r any o ther  Com mun ist c ou ntr y ?
Se na tor  L ausc he. I hav e th e figures on Po land  r ig ht  here . Po land  

owes us $1,042,558,984, about  $600 m illion of  w hich rep resent s ob lig a­
tio ns  since  W or ld  W ar  IT. Reflected by the  sale of  surplus goods, 
Pu bl ic Law 480, is $477 million.

Se na tor Dodd. All rig ht . Anyway,  thi s is w ha t is tr ou bl ing me. I  
un de rst an d th at  Yugos lav ia has  a forei gn  aid  prog ram of its own 
th ro ug h which it  helps Com munist  coun tries  to rem ain  Comm unist, 
an d th at is tr ue  of  o ther Comm unist countries to which we have  given 
aid . Let  me com plete what bo the rs me. How do you  make sense 
ou t of  this ? I f  o ur  f ore ign  aid  prog ram is intend ed pr im ar ily  to re­
duce  the  effectiveness  of  the  Com munis t bloc again st the  neu tra ls o f th e 
fre e world, to m ake  it  less l ike ly th at c ountr ies  not now in t he  bloc will  
go over t o them, w ha t sense does i t m ake  to  be g iv ing a id to Comm unist 
cou ntr ies  which in tu rn  give aid  to  othe r cou ntr ies  to induce  them to  
become C ommunis t?

Mr.  B all. Th e o rie ntat ion o f Y ugoslav ia so fa r a s the less  deve loped 
cou ntr ies  are  conc erned has  been to  at tempt  to  tak e some lea dersh ip 
role  wi th the no na lig ned countries . Now  one can a rgu e as  to th e ex ten t 
to which th is is an effort to tu rn  them int o Comm unist  countrie s or,  
on the  othe r ha nd , is an effor t to bu ild  the pow er pos ition of  Yu go­
slav ia as a sta te whi ch is nonalined and which rega rd s its el f as no t 
att ached closely to eit he r bloc. Bu t wh at we are  t al ki ng  about, Sena­
to r Dodd,  is pl ay ing fo r a fa ir ly  lon g-t erm  fu ture , in rec ogn ition of  
th at  fac t th at  the wor ld is an evo lving  wor ld. I t is no t one th at  is 
go ing  to be stat ic  and  frozen for ever,  because there  are generat ion s 
com ing  a lon g which hav e new idea s and which  will be the leader s of  
the  fu ture , and  it is very im po rta nt  fo r us to beg in to tr y  to pene tra te  
the Tron Cu rta in  to  the  exten t possible and beg in to  sug ges t to some 
of  these peoples  t ha t the re are some al te rnat ives  to sim ply  be ing  tied  
in closely to  a C ommunis t struc tur e.

Se na tor Dodd. I  un de rst and that . I  hav e no fa ul t to  find with it. 
There  may  be some thing  to  it. Bu t I was  ge tti ng  at a ra th er  n ar row 
point.

I  am tryin g to find someone who can in logic  exp lain thi s policy. 
Tt doesn't  make sense to me to be giving  money to  Com munis t bloc 
countries who in tu rn  give money  to o ther  co untrie s th at  we are tryin g 
to keep  away from the  Com mun ist bloc. To expla in it more fu lly ,
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wouldn't you agree tha t it  would be more difficult, much more difficult, 
for Yugoslavia to help other countries with funds and materials i f we 
had not helped Yugoslavia ?

Mr. Ball. The principal help to Yugoslavia has been in agricultural  
products.

Senator  Dodd. Whatever it is. We have helped them militarily , too, 
haven 't we?

Mr. Ball. We have helped them with milita ry equipment in order 
to encourage this  tendency toward independence.

Senator  Dodd. Hasn't Yugoslavia helped some countries with mili­
tary equipment?

Mr. Ball. I don' t know of any examples of that.
Senator Dodd. You don't know.
Mr. Ball. Not to my knowledge, Senator Dodd.
Senator  Dodd. Well, I don't care to prolong it. I only want to raise 

a question. I don't  think  that  is an answer. I say in response tha t I 
think there may be some chance t ha t we can do something th is way. 
I haven't closed my mind on it, but I find this difficult to understand . 

POLISH AID TO CUBA

Poland, I understand, has been helping Cuba. Is tha t so ?
Mr. Ball. I think there have been some sales to Cuba. I don’t  think 

there has been any help in terms of aid. My colleague tells me th at 
there has been a $12 million loan.

Senator Dodd. Well, whatever it is, it may be small to us but it 
probably would be substantia l to them. Tha t is exactly the point.

Mr. Ball. Senator,  the problems that we have are essentially untidy 
problems and the world in which we live is essentially an untidy world, 
and what we deal with is the longer trends and the larger  elements.

Senator Dodd. We will have these hearings, I take it, for some 
time, Mr. Chairman ?

Senator Sparkman. Were you through, Senator Dodd ?
Senator  Dodd. Yes.

QUESTION  OF MAXIM UM  TERMS OF CREDIT

Senator Mundt. Mr. Chairman, I do have a question for Secretary  
Ball but I don’t want to ask it before my other colleagues have a 
chance. I think since we do have the Secretary  before us, we should 
be told exactly the dimensions of what we are doing in terms of tr ade 
with the Soviet bloc. We should know the facts agains t the specula­
tions, because there are a lot of statements in the papers which may 
or may not be true . I would like to ask you a couple o f questions.

What is the maximum term of credit that  we have extended in any 
sale o r any transaction to any Communist country, either by credit 
of the U.S. guaran tee or any other kind of credi t involving U.S. 
nationals or the nation ?

Mr. Ball. I think  th at  in those terms we would have to have to-----
Senator Mundt. You were talking about 3 years and 18 months. 

It  is my impression and my information th at we have extended cred its 
far beyond the maximum of  3 years. I want an answer f rom you.
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GOV ERNMEN T GUA RAN TEES OF PRIV ATE CREDITS

Mr. Ball. Let me t ry, if I may, Senator Mundt, to distinguish 
several things. Firs t of all, when I was talking about credit, I was 
talk ing about the credit which is guaranteed by the Government for 
priva te parties.

Senator Mundt. Yes, sir. This  is the Export- Import Bank.
Mr. Ball. What the discussion was on in terms of going beyond 

5 years, for example, in Europe concerned the question of Govern­
ment guarantees of private credits. In this case the line has been 
held on the 5-year basis to the best of my knowledge, and certainly 
as far  as the United States is concerned, and then only to the Com­
munist countries where the provisions of the Johnson Act are fully 
complied with, which means that  they do not have outstanding un­
settled debts to the United States. Or in the case of Yugoslavia, be­
cause Yugoslavia is a member of the Internatio nal Monetary Fund.

INT ERME DIA TE TERM CREDITS TO YUGOSLAVIA

Now so f ar as the Export- Imp ort Bank is concerned, it has made 
some loans to Yugoslavia which may have been up to 8 to 10 years.

Senator Mundt. What was tha t ?
Mr. Ball. We have made some Export-Import Bank loans to Yugo­

slavia which I think have terms as long as 8 to 10 years.
Senator  Mundt. Eight to ten years?
Mr. B all. Yes. Now these are loans for the purpose of providing 

equipment from U.S. producers to Yugoslavia.
Senator  Mundt. May I inter rupt  to ask whether you call an 8- to 10- 

year cred it a long-term credit or a short-term credit?
Mr. Ball. I think technically it is probably an intermediate term, 

but it is approaching what we migh t call a long-term credit.
Senator Mundt. I have never had much success g etting  credit be­

yond 10 years from the banking people and the heading of inte r­
mediate credit might be true.

What do you consider long-term credit?
Mr. Ball. Credits from around 15 years and above would be long 

term.
Senator Mundt. Anything  above 15 would be long term.
Mr. Ball. Perhaps 12 years would be long term.
Senator Mundt. Twelve. There must be in the trade something 

more definitive, I  would think,  than just  speculating as to estimates 
on what kind of trade is long term, short term, or intermediate. May­
be it isn’t an exact science, and you can’t define it, but get as close 
as you can.

Mr. Ball. I would suppose tha t we could take these standards. 
That  credits up to 5 years could be considered short term. From 5 
to 12 years would be intermediate term. Above 12 years would be 
long term.

Senator Mundt. This gives us a bench mark to think about.
Now will you proceed ?
Mr. Ball. Now the credits tha t we have extended to Yugoslavia 

were extended by the Export- Imp ort Bank, and th is has been a prac­
tice which has gone on over a considerable number of years.
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These credits were extended for the purpose of assisting some in­
dustria l development in Yugoslavia as a part of encouraging Yugo­
slavia toward a greater independence from the Communist system, the 
Communist bloc.

Except for Yugoslavia, I think I am right in saying tha t I know 
of no credits, I know of no intermediate or long-term credits tha t 
have been extended to any Communist country, except again under 
Public Law 480.

Senator Mundt. Tha t was the 15-year credit to Yugoslavia ?
Mr. Ball. Yugoslavia is 8 to 10 years.
Senator Mundt. Not over 10?
Mr. Ball. As far  as I know, not over 10.
Senator Mundt. Very good.
Mr. Ball. Except for Public Law 480 sales o f grain , with which 

you are familiar,  where the payment may be eithe r in local currency 
or i t may be in long-term dollar  loans, I  know of no credits tha t have 
been extended by the Export- Import Bank or by any Government 
instrumentality.

PU BL IC LAW 4 80 SALES TO POLA ND

Senator Mundt. One reason I  want to get this in the record is, as I  
say, we read things in the paper, the taxpayers read things in the paper, 
and we hear them from different places. Here is a s tatement  by two 
reputable American reporters, Robert S. Allen and Paul  Scott, in the 
Los Angeles Times. It says th is :

Under a new policy approved by the  White House, Under Secreta ry of Sta te 
George Ball  negotiated two little -not iced  agre ements this month—

And this was in Janu ary  of 1964—
for the sale  of $90.9 million in U.S. agricult ura l commodities  to Communis t 
Poland on credit term s rang ing  from 18 months to 30 years.

True or false?
Mr. Ball. It  is false tha t I negotiated  them. I did not negotiate 

them.
Senator Mundt. True  or false, have they  a 30-year credit on gra ins 

when previously we have been led to believe we haven’t given credit 
over 10 years?

Mr. Ball. No, I beg your pardon, Senator  Mundt. I just said a 
moment ago tha t wi th the exception of Public Law 480 credit-----

Senator Mundt. Tha t is not a new policy ?
Mr. Ball. This is not a new policy.
Senator  Mundt. I am making a statement now.
Mr. Ball. It is not a new policy. This is a policy-----
Senator Mundt. Will you please tell me is it true or false ?
I will read it a ga in:
Under a new policy approved  by the White House. Under Secreta ry of Sta te 

George Ball negotiated  two little -noticed agreements this month for the  sale of 
$90.9 million in U.S. agric ult ural commodities to Communist Poland on credit 
term s ranging from 18 months to 30 years.
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True or  false?
Mr. Ball. That it was a new policy is false. That  I negotiated it 

is false. That  there were-----
Senator Mundt. That the American taxpayer got stuck for 30 years 

is true?

PU BLIC  LA W 18 0 LO AN S REPR ESE NT A C O N TIN U IN G  PO LI CY

Mr. Ball. No. Tha t these loans were made to my recollection is 
true, but it is in accordance with the policy which has continued over 
a period of years. There was nothing new about it.

Senator  Mundt. Will you give us some of the details of this so we 
can check it out ?

Mr. Ball. Well, the details are simply that we have had over a 
period of time, and I would be glad to put in the record the detail on 
this, a policy of making Public Law 480 loans to Poland, and that  
this was simply a continuance of that policy.

Senator  Mundt. And approved by the White House, true or false?
Mr. Ball. Well, I think actually  all Public  Law 480 loans to 

Poland necessarily depend upon a waiver, but this again is a stand­
ard practice which has gone on through the last administration  as 
well as this one.

Senator Mundt. Reading down in the column-----
Mr. Ball. If  I may make one point.
Sena tor Mundt. Sure.

PO LIS H  PU BLIC  LA W 4 80  SA LE  ON  A LO NG-T ER M  BA SIS

Mr. Ball. This sale had a new aspect in one respect, that  earlier 
sales to Poland of Public Law 480 grain, foodstuffs, had been for local 
currencies, fo r zlotys. This was a sale on a long-term dollar basis.

In other words, it was a harder sale than ones t ha t had been made 
before.

Senator Mundt. If  you get the money, it  will l>e. Otherwise it is 
an easier sale. Zlotys are lietter than  nothing, not very much, but 
somewhat better than nothing; right?

Mr. Ball. This is a sale in the expectation tha t we will get the 
money.

Senator Mundt. Expectations down the corridor of time, three 
decades in length with Communist countries, are not very realistic.

Mr. Ball. Any long-term sale is a sale based on expectations and 
appraisal  of the future situation.

Senator Mundt. And has to reflect a considerable amount of good 
faith in the integri ty of the purchaser, right?

Mr. Ball. Yes, but again good faith  is a motive that in commercial 
transac tions and in financial transac tions can spring  from self-interest , 
and th is is a recognition tha t from the point of view of the Communist 
countries, they have recognized so far that it is to thei r self-interest to  
try to pay thei r commercial indebtedness.

Sena tor Mundt. Reading on from this column:
T he  U.S .-P ol ish gra in  ac co rd s whi ch  th e  S ta te  D ep ar tm en t pla ns to  use  as  a 

mod el  fo r si m il ar de al s w ith  R um an ia , H un ga ry , B ulg ar ia , Cze ch os lova kia,  an d 
R uss ia  invo lve sa le s of  w he at , co tto n,  ed ib le  oil s, ric e,  an d tob acco .
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Now you were discussing with Senator Lausche whether there was 
anything new about this. We are gett ing down now to the meat in 
the coconut. There is something new because there is a 30-year credi t.

Mr. Ball. This was not intended as a patt ern  for any such sales, 
Senator Mundt. Let me say that with respect to this sale, that  this was 
the most advantageous Public Law 480 sale tha t we had ever made 
to Poland, because among other things one of the  conditions was tha t 
Poland would buy on a commercial basis a thir d of the total amount 
of gra in tha t was sold.

And tha t is a cash basis. So th at this was a harder sale than the 
ones which had been made previously.

TE RM S OF PU B LIC  LA W 4 80  LO AN S

Senator Mundt. The next paragraph :
The firs t agreemen t provides for  inte rest -free gra in sales of $30.7 m illion with  

a 10-year determent of repayment, and a 30-year period of r eimbursement.
Is tha t correct? Is this a new element in these commercial loans?
Mr. Ball. Yes, tha t is correct.
Senator Mundt. No interest, and 10-year deferment ?
Mr. Ball. I think  these are terms of the Public Law 480 sale, yes.
Senator Mundt. If  this is the kind of new policy of East-West 

trade we are talking about, I  think  we ought  to call it a new program 
of giving economic aid to Communist countries, because the terms are 
really less stric t th an we are going to apply  and have been applying 
to friendly countries in the extension of economic aid.

Mr. Ball. Not Public Law 480.
Senator Mundt. We aren 't giv ing inte rest-free  loans any more with 

10-year deferments. We are  insis ting on making token payments and 
retu rn in less than 10 years.

Mr. Ball. 1 thin k this is not a new policy. This is a policy which 
has been followed except for hardening of a preexist ing policy.

Senator  Mundt. Except t ha t i t is a use of  the  Public Law 480 con­
cept to provide a whole program of economic aid to the Communist 
countries, which was never the concept of the law, and I know some­
thing about it, I silt on the committee t ha t drew it up. I happen to 
be coauthor of the first bill. I know something about what we had 
in mind. We had a provision in it tha t the commodities were to  be 
sold to friendly  peoples, and not to Communist countries. I am tr y­
ing to say we are doing something illegal. We are moving in the 
direction of having these Presidential waivers in big bunches.

But as we make these Presiden tial waivers in big bunches like 
bananas and give them 10-year deferments and interest- free loans, I 
say le ts  start, talking about Public Law 480 as a program of economic 
aid for Communist countries.

Mr. Ball. Senator  Mundt, the beginning of this program was in 
1956 under President Eisenhower and Secretary Dulles when they 
made their first Public Law 480 stiles to Poland, and it has continued. 
All we did is harden it.

Senator Mundt. I don't  think you hardened it by granting them 
interest-free loans for 30 years.

Mr. Ball. We hardened it by turnin g it from a local currency to a 
dollar  sale.
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Senator Mundt. I don’t think you have hardened it at all. When 
you have local currencies you have them. You can always spend 
them for something and triangula te them. They have some value. 
This is an illusory promise that, 30 years f rom now, some Communist 
dictator—we don’t know who in the world he will be 30 years from 
now—will likely say, “I  am not  going to be held responsible for the 
bad judgment of my predecessor.” He will be like Khrushchev saying 
Stal in is a bum.

Mr. Ball. We have been consistently encouraged by the Congress 
in the  last 3 years to try  to move away from long-term sales to dollar 
trade.

CONG RESS IONA L RESTRICTIONS  ON TRADE W IT H CO MMUN IST COUNTRIES

Senator Mundt. We have writt en in restrict ions every year to 
Communist countries and you have found a way to get around them. 
The a ttitude of Congress is certainly not one to encourage trade with 
Communist countries. We can agree on that, can we not?

Mr. Ball. I would say that the waiver t hat  was made by President 
Kennedy was exactly the same as the waiver tha t was signed by 
Presiden t Eisenhower.

Senator Mundt. I am not argu ing about this. But it was not en­
couraged by Congress. Congress has stood, since the Batt le Act, 
quite on the other side of that argument.

Mr. Ball. This matter  has been before Congress and Congress has 
not changed the law to alter the terms of the waiver.

Senator Mundt. We will give th at a little more thou ght a t the time 
of the next foreign aid bill.

Senator Sparkman. Thank you very much. Thank you, Mr. Sec­
retary . The committee will stand in recess now until 10 o’clock Mon­
day morning when Secretary Hodges will be here.

(Whereupon, at 12:10 p.m., the committee adjourned, to reconvene 
at 10 a.m., Monday, March 16,1964.)

(Subsequent to the hearing, the following lette r and enclosures were 
received:)

March 20, 1964.
J. W. Fulbright,
Chairman, Committee on Foreign Relations,
U.S. Senate.

Dear Mr. Chairman : A number of questions arose during the hearings  on 
East-West trad e of the Committee on Foreign Relations las t Friday which 
Secretary Rusk and Under Secretary Ball feel require fur ther comment. 
Accordingly, I am enclosing materia l relat ing to the impact of economic short ­
ages on the Cuban people, as well as data regarding  our economic re lations with 
Yugoslavia and Poland. I want also to clarify  the record of our discussion of 
Public Law 480 programs and of the most recent agreement on sales of surplus 
agricultural commodities to Poland.

The lat ter agreement was negotiated by the staffs of the Department of 
State, the Department of Agriculture, and the Agency for International Develop­
ment and was formally signed by Under Secretary Ball and the Polish Deputy 
Minister of Foreign Trade. The agreement provides for (1) a $30 million cash 
sale of surplus agricultural commodities for dollar s; (2) a $30 million sale for 
Polish currency to be repurchased by Poland for dollars wi thin 3 years;  and (3) 
a $30 million sale for Polish currency to be repurchased for dollars over 30 
years afte r a grace period of 10 years. I am enclosing a copy of the agreement

Our Public Law 480 agreements with Poland in recent years have been moving 
toward commercial terms. Our 1960 agreement  with Poland was for a $105
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million  sale in Polish curr ency , with  the  entire amoun t to be repu rcha sed for  

doll ars over a 30-year period af te r 10 y ear s grace. Since the n our a rrange ments  

wit h Polan d have provided for  increasing amo unts of agric ult ural surp luse s 

to be sold on str aig ht  comm ercial terms. The arr ang em ent  of Feb rua ry 1964 

calls  for two-th irds of the total  agric ult ura l surp luse s involved to be sold on 

dol lar  payment t erm s of  3 y ears or less.
The Dep artm ent would app rec iate  thi s being made i>art of the  official record.

The tra nsc rip t has  been reviewed for  gra mm atic al and  fac tua l accura cy.

Pleas e do not hesitate  to call on us if we can be of fu rthe r ass ista nce  on these 

matter s.
Sincerely,

Robert E. Lee,
Acting Ass ista nt Secretar y.

I. I mpact on Cuba of U.S. I solation Policies

The U.S. isolat ion policy has  contribu ted to economic pressures on Cas tro and 

has  inq>aired his abi lity  to sat isfy popular  demands of the  Cuban people. The 

regime is forced to husb and  s carc e convertib le foreig n exchange income f or abso­

lute esse ntia ls such as  medicines, chemicals  and  spare parts , cur tail ing  access to 

the qua lity  a nd quantity of Wes tern  goods the  Cubans  used to enjoy. Imp orts  of 

automobiles, radios, television sets, fresh fru its , canned  goods and sim ilar  items 

are  now considered luxurie s. From  a volume of over 67,000  metric tons  in 1958, 

impo rts of these goods drojqjed to 12,000 tons in 1962, with complete  e limin ation  

of many tyi>es of commodities forme rly considered  custo mary . Imp orts  of con­

sump tion items  have continu ed to decline, judging from reports  of increasing 

sho rtag es of consumer dur abl es and  foods. At the same time, the U.S. isola tion  

policy has also helped to pre ven t the development of import-s ubstitu tion  ind us­

tries to replace  Western-type imports .
There  has been at  lea st a 10-percent drop  i n Cuban per  c apita  income c ompared 

to 5 years ago. The tra de  rest rict ion s have  rais ed the  co st to the  Cas tro regime 

of mai nta inin g the Cuban  economy even at  this depressed level. Lack of needed 

Western  supplies, technology, and cap ital  has rais ed the  cost of production and 

lowered labor productiv ity. Freque nt brea kdow ns in the Western-made equip ­

ment base which Cas tro took over have ham pere d out put  in facto ries,  wa ter  sup ­

ply systems, and pow erplants . Replacemen t wit h hand mad e par ts, ins tallatio n 

of sub stit ute  processes, or goods purchased  thro ugh  exi>ensive c land estine means  

have lowered the efficiency of labor and cap ita l and  increased the cost to the 

Soviets of keeping the  economy afloat. In  1963, for  example , the Soviet Union 

had  to finance a bil ate ral  Cuban trade deficit  of close to $230  million. In the  l» st  

year Cuba has become the  No. 1 recip ient of cu rre nt  Soviet aid  deliveries .

Thes e stringencie s in the  Cuban economy have  made it clear to the  Cuban peo­

ple th at  the Cast ro regim e’s tra ns fer of economic rela tion ship s from the free 

world to the Commun ist world  has meant sacrific e of Cuban living stan dards. 

Although the  Soviets have ass iste d Cuba in provi ding some of the necessities  of 

existenc e, they have been unable to m ain tain c onsump tion levels in te rms  of qua n­

tity  or quali ty.
The Cast ro regime  has  foun d it  necessary  to rat ion  the  Cuban people very 

severely  indeed. The following are  some exam ples of the str ict  rati oni ng lim ita ­

tions :
One-quarter pou nd of meat per person per  week.
One and  one-half ou nces of coffee per person  per week.
One 2-pound chicken  per  child under 5 years per m on th : no chickens for  

anyone else.
One lite r of milk per day  per fam ily of five persons or more.
Bu tter limite d to one-ei ghth pound per month and  only for  child ren und er

7.
Eggs limit ed to five per  month and only for  children  und er 7 or persons 

over 65.
Oranges limi ted to children  und er 7, and  one ban ana  per person per week.

And there is no gu ara nte e of these ratio ns. They apply only to the  ex ten t th at  

the  people c an find the i tems and pay fo r them.
Under these circums tanc es Cuba is f ar  from serv ing as a showcase of economic 

and  social progress or as an example  for  oth er La tin  Amer ican cou ntri es to 

emula te.
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The isolat ion of Cuba from free world  transp ortation services, together with 
U.S. financial controls , have  prevented Cuba from mainta inin g reg ula r economic 
con tact s with  the  f ree world and  have slowed up subversive o pera tions by Cuba 
in other countries.

Inte rnally,  shor tages of U.S.-origin ma ter ials and  spa re jwirts have led to an 
estimated 20-percent decrea se in the  ope rating efficiency o f the  Cuban rail roads 
since 1959 and have had  a corresixmdingly severe  effect on the  transp ort ation  
system in general.

Exte rnal ly, the  measures adopted  by the  United States, members of the OAS 
and the free  world countries, to control trav el to and from Cuba have substan ­
tial ly reduced known trav el of Latin Amer icans to Cuba. The 1963 figures show 
a drop of approxim ately  50 percent as compared with  1962. Ha van a’s only 
scheduled ai r links  with  the  free world are  twice-weekly Cubana flights to 
Mexico City, once-weekly flights by Ibe ria to Madrid , and twice-m onthly Cubana 
flights to Madrid. Arrival of free  world  cargo vessels dropped to 370 in 1963 
from a tota l of 932 in 1962. No free  world passenge r ships s erve  Havana on a 
regular, scheduled basis. Because  of the  sha rp decrease  in Cuban ai r and sea 
access to the  free world, the  Cubans have been increasin gly forced to resort  to 
the roundabo ut and costly rou te via Czechoslovakia in order to move Latin 
Americans to  or  from Cuba.

Thus, the  signif icant reduc tion in ava ilab le transp ortation  fac ilit ies  has di­
rectly  affected the Cuban regime’s abili ty to promote subvers ion in Latin 
America.

II . U.S. Assistance to P oland

U.S. bilate ral  gra nt and loan ass ista nce  dur ing the  pos twar period to Poland 
began in fiscal yea r 1957 and  will tota l $112.8 million through fiscal year  1964.

[In  mil lion s o f dol lars: m ay  n ot ad d due to  ro undin g]

Fis ca l year

G ra nt

Loa ns To talPu bl ic  Law  480,' 
ti tle II I,  su rn lu s 

agr icu ltt c al 
comm oditie s 
(C CC prices)

Chi ld ren’s 
hosp it a l2

1957..................................... .......... ....................... 30 .0
25.0
6.0

30.0 
25.5 
8.6 
3 5

1958___________ _____ ______ __________ 0. 5
1959 _______________________________ 2. 6
I960__________________________________ _ 3. 51961____________________________  . 5.0 0.1

1. 4
5.1 
8 11962____ ______________________ ________ 6. 7

1963...................................... . ............................... 8.0
15.0

2.8
6.1

10.8
21.11964......................................................

T ota l..................... .................................. 41.4 10.4 61.0 112.8

1 In  add ition , Pu bl ic  L aw  480, ti tle  I, co mmod ity  sales d ur ing the per iod  tot al s $533,700,000 at  w orld mar ­ke t prices, the proceeds un de r wh ich , with  one  excep tion, are all reserv ed for U.S . expenses in Po lan d with an y un used  ba lan ces  af ter 10 years to  be co nverted by  Po land  to  U.S . dol lars a nd  pa id in  eq ua l an nu al  instal lm en ts  over  a  30-year per iod . Th e e xce ption  is  in  c onnec tion with  th e fiscal ye ar 1964 sale (F eb ru ary 1964) of $60,000,000, of which  $30,000,000 is repa ya ble in U.S . dol lars ove r a 3-year  per iod , th e rem ain ing  $30,000,000 being un de r ter ms as al ready descr ibe d.
2 Of th e to ta l of $10,400,000, $2,200,000 is for a ctua l d oll ar costs of U .S. eq ui pm en t a nd  $8,200,000 rep res ents the  val ue of P oli sh zlo tys  d eri ved from sales  of  P ub lic  Law 480, t itl e I, sale s o f U .S.  a gr icul tu ra l comm odi­tie s an d set  aside for th is  purpo se by  spe cia l con gressio nal  a utho riz at ion.
N ot e.—Term s of th e loans sho wn  above were as follows: All 3 loans were un de r the M utu al  Se cu rity 

Act an d are  repa ya ble in  U.S . dolla rs in 25 ye ars Inclu din g a 5-year grace pe rio d, with  an  in te re st  ra te  of  4H  perc ent per a nn um .

U.S. Assistance to Yugoslavia

U.S. bilate ral  gra nt and loan ass istance  during the postwar  period to Yugo­
slav ia began in fiscal year 1950 and tota led $2.2 billion through fiscal y ear  1963.

Gra nts  of economic and mil itar y aid  dur ing the  period  under the autho rity  
of the Foreign  Assis tance Act (FAA) and its  predecessor Mutual Secur ity Act 
(MSA) tota led $1,118.1 million ($603.9 million of which was mil itary ass istance).



EA ST -W ES T TRADE 45

Ther e wer e 15 loan s to ta li ng  $188.5  mill ion und er  th e Dev elo pm en t Lo an  Fu nd  
(9 ) an d th e M ut ua l Se cu ri ty  Ac t (6 ).  Thre e E xport -I m port  Ban k loan s to ta le d 
$105 mi llion .

T ot al  sa le s of  su rp lu s agri cu lt u ra l co mm od iti es  am ou nt ed  to  $822.2  mill ion.  
Of  th is  am ou nt  $379.2 mill ion loca l cu rr en cy  eq ui val en t de rive d from  th e ti tl e  I 
po rt io n of  th e  sa le s w as  loa ne d to  Yug os lavi a fo r de ve lopm en t pu rp os es  under  
sect ion 10 4( g)  of  Pub lic La w 480 an d $34 mill io n w as  so ld  fo r do ll ars  on a  lon g­
te rm  re pa ym en t ba si s un de r ti tl e  IV  of  Pub lic Law  480. The  ba la nc e of  th e 
Pu bl ic  La w 480 sa le s is  re pr es en te d by  $142.9 mill ion in  g ra n ts  to  Yug os lavi a 
und er  sect ion 10 4(e)  of  Pub lic  L aw  480 and  $100.1 mill io n re se rv ed  fo r U.S.  uses .

In  ad di tion , g ra n ts  of  Pu bl ic  La w 480  su rp lu s co mm od iti es  fo r em erge nc y 
pu rp os es  an d fo r d is tr ib ut io n by  volu nta ry  re li ef  ag en ci es  am ou nt ed  to  $244 
mi llion , un der  ti tl es  II  an d H I.  re sp ec tiv ely,  of  1’ub lic  La w 480.

A ta bl e is at ta ched  show ing th e br ea kd ow n an d ty pe s of  as si st an ce  by fiscal  
ye ar . Th e te rm s go ve rn in g th e loan s se t fo rt h  in th e ta ble  w er e as  fo ll ow s:

DEVELOPM ENT LOA N FUND (DL F)

Betw ee n Jan u a ry  8. 1959, an d March  27, 1961, ni ne  D L F dollar  lo an s w er e 
ex te nd ed  to ta ling  $117 mi llio n. For  fo ur of th e six  lo an s mad e duri ng  fiscal  
years  1959 and 1960, th e $75 mill ion in  cre d it s w as  re pay ab le  on e- fo ur tli  in 
dol la rs  and th re e- fo urt hs in  loc al cu rr en cy  (d in a rs ).  All  th e  re m ai nder  w er e 
re pa ya bl e in di na rs . All loc al cu rr en cy  re pay m en ts  co nt ai n mai nt en an ce -o f-  
va lue pr ov is ions  pr ot ec ting  th e U ni ted S ta te s again st  dev al uation  of  th e d in ar . 
The  in te re st  ra te  w as  3 y2 per ce nt  fo r al l lo an s ex ce pt  o ne  a t 5%  pe rc en t and  tw o 
a t 5%  pe rc en t. The  pe riod s of  re pay m en t var ie d from  12 to  25 years  w ith  a 
gr ac e pe riod  in clud ed  from  2 m on th s to 1 ye ar . In  1959, fo r ex am ple,  on e loan  
was  re pa ya bl e in 12 years  an d tw o w er e re pay ab le  in  20 and 25 yea rs , re sp ec ­
tiv ely . F or th e lo an s mad e in 1961, tw o w er e re pa yab le  in  15 years  and  one in 
20 ye ar s.

EXPORT-IMPORT BANK (E X -IM )

Ex- Im  doll ar  lo an s were ex te nd ed  to ta li ng  $105 mi llion . F or th e  tw o cre d it s 
to ta ling  $55 mill io n in fiscal  y ea rs  1950 an d 1951, th e in te re st  r a te  w as  3V2 iie rcen t 
an d re pa ym en t ov er  18 yea rs  in cl ud in g a 4- ye ar  gr ac e pe rio d.  Th e $50 mill ion 
loa n in fiscal  yea r 1961 ca rr ie d  an  in te re st  ra te  of  5%  per ce nt w ith  re pa ym en t 
ov er  15 year s in cl ud in g a 3-ye ar  g ra ce  p er iod.

MUT UA L SE CU RIT Y ACT (M SA )

Be tw ee n Dec em be r 3, 1956, an d M ar ch  21, 1961, si x of  th is  ty pe  of loan , c a rr y ­
ing th e MOV pr ov is ions , were ex te nd ed  fo r a to ta l of  $72 mi llion . F o r th e fi rs t 
tw o loan s,  Y ug os lavi a ha d th e ch oice  of  re pa ym en t in  dollar s w ith  in te re st  a t
3 a nd  4 i ie rc en t or  in d in ars  a t 4 an d 5 pe rc en t resp ec tiv ely.  The  re m ai nin g loan s 
w er e re pa ya bl e in d in ars  a t 3%  jie rcen t. Rep ay men t in  al l ca se s was  40 ye ar s,  
ex ce pt  fo r th e  la st  loa n in M arch  1961 which  w as  re pa ya bl e in 15 ye ar s.  All 
lo an s in clud ed  a  g ra ce  p er iod o f 4 y ea rs .

PU BL IC LA W 4 8 0  LOAN S

D ur in g th e  per io d loan s unde r Pu bl ic  La w 480 t ot al ed  $413 mi llion , $379 mi llion  
under  ti tl e  I re pa ya bl e in d in ars  an d $34 mill ion und er  ti tl e  IV re pa ya bl e in 
do llar s.

(a ) Tit le  I. — P u rs u an t to  th e 8 ti tl e  I sa le s ag re em en ts  sin ce  1956, th ere  ha ve  
been  10 “local cu rr en cy ” loa n ag re em en ts  to ta li ng  $379  mill ion eq ui va le nt . Th e 
fi rs t five of  th es e ca rr ie d  MOV pr ov is ions . Fo r th e fi rs t tw o lo an s Yug os lav ia  
ha d th e op tio n of re pa yi ng  in d in a rs  a t 3- pe rcen t in te re st  or  in dollar s a t 4 per­
ce nt . The  nex t tw o loan s co nt in ue d th e  op tio n but ra is ed  th e in te re st  ra te  to
4 or  5 pe rc en t,  re sp ec tiv ely . T hre e of th es e fo ur lo an s w er e re pay ab le  in 40 
yea rs  an d one in 30 ye ar s w ith 4- ye ar  gr ac e pe riod s in al l ca ses. D uring  1959 
and  1960 re pa ym en t was  in loc al curr en cy  o ve r 30 ye ar s,  in cl ud in g 4 year s grace, 
w ith in te re st  a t  3%  pe rcen t. F or 1961 an d 1962 th e in te re st  ra te  w as  ra is ed  to  
4 p er ce nt  fo r th e  sam e re pa ym en t pe riod . In  1963 it  w as  re du ce d to  th re e- fo urt hs 
of  1 iie rc en t w ith re pa ym en t re m ai nin g a t 30 ye ar s,  in cl ud in g a gr ac e pe riod  of 
3 ye ar s.  Rea so ns  fo r th e redu ce d in te re st  w er e re la te d  to wor ldwide policy 
th a t te rm s fo r loca l cu rr en cy  loan s sh ou ld  be  co nsi st en t w ith  thos e fo r dol la r 
de ve lopm en t lo an s an d th e fa c t th a t th e  Uni ted S ta te s a lr ea dy ow ned d in ars

.3 0 -6 4 2 — 64 — p t. 1------ 4
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derived from previous sales and loans in excess of foreseeable need. In add i­
tion, significant portions of Public Law 480 sales  were being shi fted  to a dolla r 
repayable basis.

(&) Titl e IV.—The two sales in fiscal years 1902 and  1903 tota ling  $34 million 
are  repay able in dollars over 15 years with  a grac e period of 1 year  at  intere st 
of 4 percent.

Yugoslavia
[I n  m il li ons  of d ol la rs ; m ay  n o t ad d  due  to  r oundin gs!

Loa ns

Fis ca l ye ar G ra n ts  1 * 3

E x-I m D L F /M S A
P ub li c  Law  480 1

T it le  I  T it le  IV

P ub li c
Law  480 
gra n ts , 
ti tl e s  I,  
I I , and  

I I I

T o ta ls

1950.
1951.
1952.
1953. 
19,54.
1955.
1956.
1957.
1958.
1959.

1960.

1961.

1962.
1963.

T o ta l.

80.5
142.0
283.0
297 .2
179.4
69 .9
18.4
37 .5 

3. 0

3. 8

.5
» - . 2

1.118 .1

40 .0
15.0

15 .0 (1 M SA )
13.5  (1 M SA )
8.0 (1 M SA ) 
7.7 (1 M SA )

51 .5 (4 D L F ) 
37 .8 (2 D L F )

3.0 (1 M SA )
27 .7 (3 D L F ) 
25 .0 (1 M SA )

188.5

9.0
74.5
52.6 
69.2

8.6

13.7

68 .7 
82 .9

17.3
16.2

24 .8
0.2
1.1

99.7 
59.4
32 .8
31 .8 
42.1

22 .6

27.8

3 0 2
14.3

40 .0
95 .5

166 .8
283.2
298 .3
279.1
153.3
139.2 
129 .9
173.5

75 .8

147.5

116 .7
112.5

379 .2 33 .5 386 .8 2,2 11 .1

’ - . 7

i In cl udes  a ss is ta nc e b y  A ID  and  pr ed ec es so r ag en cies  a nd  M A P  gra n ts . T h e  la tt e r  was  te rm in a te d  in  
fiscal  y ea r 1958, ex ce pt  for $2,000,000  ( to ta l)  i n  sh ort -t e rm  c re d it  sa les in  fi sca l y ea rs  1963 an d  1964.

» T he  fi scal ye ar 1964 P ub li c Law  480 sa les ar e no t ye t nego ti a te d . T he  ti tl e  I port io n  of t h is  s ale a n d  th e  
co rr es po nd in g loan  is  expect ed  t o  b e sh arp ly  red uce d from  p re v io us ye ar s be ca us e of t h e  la rg e gra in  h a rv es t 
in  1963, w hi le  th e  te rm s ar e ex pec te d to  r em ai n t h e  sa m e as  la st  ye ar . T he  ti tl e  IV  do llar -s al e po rt io n  for  
fisca l ye ar 1964 (for co tt on , e dib le  oil s, and  ric e) is  e xp ec te d to  be  in cr ea se d ove r fisca l yea rs  1962 a n d  1963, 
w it h  a ppro x im at el y  t he sa m e te rm s a s in  th os e ye ar s.  (Se e P u b li c  L aw  480 on co ve r sh ee t. )

3 A dju st s.
[D ep ar tm en t of St at e press  release No. 40, Feb. 3, 1964]

II I.  Agricultural Commodities Agreements Between the  Government of thr
United States of America and the Government of the Polish People’s Re­
public Under Title I of the Agricultural Trade Development and Assist­
ance Act, as A mended

Agreements provid ing for  the  sale to Poland of agricultura l commodi ties were 
signed today in Wash ington by George W. Ball, Under Secreta ry of State , and 
Franciszek Modrzewski, Deputy  Ministe r of Fore ign Tra de of t he Polish People’s 
Republic. With in the  fram ewo rk of the  agreed arrangement, Poland will pu r­
chase  su rplu s agricultura l commodities, inclu ding wheat,  cotton, edible oils, rice, 
and  tobacco, having  a total export m arket value  of $90.9 million, in cluding ce rtain 
ocean transp ort ation  costs.

As provided  in the Agr icul tura l Tra de Development and Assis tance  Act (Pub­
lic Law 480), purchases under the  act will be paid for in local currency (Polish 
zlotys) . This  currency will be deposited to the credit  of the  United Sta tes and 
will be available for use by the  U.S. Government. Under one agreemen t the 
Polish Government is scheduled to commence by Dec. 31, 1964, and  to complete 
by Dec. 31, 1967, the  repurchase for dol lars  of the  unused zloty proceeds from 
$30.2 mill ion worth of commodities. A second agreement concluded on the same 
term s as in previous Public  Law 480 agreeme nts with  Poland provides that  be­
ginning Janu ary 1974, the  Pol ish Government will repu rcha se for dollars, at  the 
annua l ra te  of $750,000, the remaining balance of zloty proceeds derived from the 
sale  of $30.7 million worth of commodities.

Poland has also undertak en, in connection with  these arrangemen ts, to pur­
chase with its own resources from the  United Sta tes dur ing  1964 an addit ional  
200,000 metric tons of feedgrains, 66,000 bales of cotton, 5,500 metr ic tons of
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edible oil or tallow, 10,000 m etric  tons of rice, and other U.S. agr icu ltu ral  com­
modities to bring  the tota l purchase s to .$30 million. These  purchase s are  over 
and  above the  amounts to be purchased for  the  zloty equivalent of $G0.9 mil lion 
mentioned above.

These  agreements rep resent  ano ther s tep of the U.S. Government to  meet Poli sh 
needs by sales of agric ult ural commodities, while at  the  same time encouraging  
fu rth er  the trend in recent yea rs to expand  the  commercial bas is of th e economic 
rela tions between the  United Sta tes and Poland. Since 1957 agreements under 
Publ ic Law 480 have prov ided for  a tota l of $538.2 million in such sales to Po land,  
including the  sa les agreeme nts signed today.

The tex ts of the presen t agreements fol low :

Agreement “A” (Long-Term Agreement)

The Government of the  United Sta tes  of America and  the  Government of 
the Polish People’s Republic:

Recognizing the des irabil ity  of expa nding trade  in agr icu ltural  commodities 
between the ir two countries  in a manner which would not displace u sual ma rke t­
ings of the United Sta tes  of America in these commodities or  unduly dis rup t 
world prices of agricult ura l comm odities;

Considering that  the purcha se for Polish zlotys  of agricultura l commodities  
produced in the  United Sta tes  of America will ass ist  in achieving such an ex­
pansion  of tr ade;

Desi ring to set for th the  understand ings which will govern the sales, as speci­
fied below, of agricultura l commodities to Poland pursu ant to Titl e I of the 
Agricu ltural Trade Development and Assis tance Act, as amended  (he reinafte r 
referre d to as the Act) and  the measures which the two Governments will take 
individually and  collectively in fur the rin g the expans ion of trade  in such 
commod ities;

Have  agreed as fol low s:

ARTICLE I.  SALE S FOR PO LI SH  ZLOTYS

1. Subject to issuance by the  Government of the United Sta tes  of America and 
acceptance  by the Government of the Polish People’s Republ ic of purchase  
author iza tions and  to the  ava ilabil ity  of commodities under the Act at  the  time 
of exportation, the Government of the  United Sta tes  of America undertakes  to 
finance the  sales for Polish zlotys, to purcha sers authorized by the Government 
of the Polish  People’s Republic, of the following agricultura l commodi ties in the 
amounts  ind ica ted : E xp ort  m ar ke t

va lue
Commodity: (.m ill ions )

Wh eat_______________________________________________________ J
Cotton_______________________________________________________  5. 7
Edible oil_____________________________________________________ 10. 8
Tobacco (l ea f) _________________________________________________  -■ <>
Ocean transp ortation  (es tim ated )-----------------------------------------------  1-9

To tal______________________________________________________ 30. 7

2. Applications for purchase author iza tions will be made  with in 90 calen dar  
days af te r the  effective date of this Agreement, excep t th at  appl icat ions  for pur­
chase a uthorizat ions for  any additional commodities or amounts  of commodities 
provided for in any amendment to thi s Agreem ent will be made within 90 days 
af te r the  effective da te of such amendment. Purchase author iza tions will in­
clude provisions relatin g to the sale and  deliv ery of commodities, the  time and 
circu mstances  of deposi t of Polish zlotys accruing  from such sale, and  other 
rele van t matters.

3. The financing, sale  and  delivery of commodi ties under this  Agreement may 
be te rminate d by e ither Government if th at  Government dete rmines th at  because 
of changed  conditions the  cont inua tion  of such financing, sale  or delivery is 
unnecessary  or undesirable.

ARTICLE II . U SE S OF ZLOTYS

1. The  two Governments agree that  the  zlotys accruin g the  Government of 
the  United  States of America as a consequence of the  sales  made pu rsu an t to 
this Agreement may be used by the Government of the  United  Sta tes  of America,
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in  ac co rd an ce  w ith  Se cti on  10 4 of th e Ac t, to  he lp  de ve lop ne w m ark ets  fo r 
U ni te d S ta te s ag ri cu lt u ra l co mm od iti es  u n d er su bs ec tio n ( a )  th er eo f;  to  fin an ce  
th e  p u rc has e of goo ds or se rv ic es  fo r o th er co unt ri es  und er  su bs ec tio n (d )  
th e re o f; to pa y U ni te d S ta te s ob liga tion s u n d er su bs ec tio n ( f ) th e re o f; to  fin an ce  
ed uc at io na l ex ch an ge  ac ti v it ie s unde r su bs ec tio n (h )  th er eo f;  to  fin an ce  th e 
tr an sl at io ns,  pu bl ic at io n an d  d is tr ib u ti o n  of books an d pe ri odi ca ls  u nder  su b­
se ct io n ( i )  th er eo f;  an d fo r o th er ex p en dit ure s by th e  G ov er nm en t of  th e  U ni te d 
S ta te s of  A m er ic a under  s ub se ct io ns  ( j ) ,  ( k ) ,  (1 ),  (m ),  ( n ) ,  ( q ) ,a n d  ( r )  th er eo f.

2. The  zl ot ys  ac cr uin g  unde r th e  A gr ee m en t m ay  be ex pe nd ed  by th e Gov er n­
m en t of  th e  U ni te d S ta te s of America,  fo r th e  pu rp os es  st a te d  in  p ara g ra p h  1 
of  th is  A rti cl e,  in  su ch  m an ne r an d o rd er of  p ri o ri ty  as  th e  G ov er nm en t of  th e 
U ni te d S ta te s of  A m er ic a sh al l det er m in e.  I t  is  und er st oo d th a t,  w it h  re sp ec t 
to  th e  purc ha se  o f goods or  se rv ic es  fo r o th er co un tr ie s,  th e  tyj>es, q u an ti ti es an d 
pr ic es  w ill  be su bje ct  to  ne go tiat io n be tw ee n th e  tw o G ov er nm en ts .

ARTICLE II I . DEP OSIT OF ZLOTYS

1. T he  am ou nt of  Po lis h zlot ys  to  be de po si te d to  th e  ac co un t of  th e Gov er n­
m en t of  th e  U ni te d S ta te s of  Amer ic a sh all  be th e  eq uiv al en t of  th e  d o ll ar sa le s 
va lu e of th e co m m od iti es  an d oc ea n tr a n sp o rt a ti o n  co sts re im bu rs ed  or  fin an ce d 
by  th e  G ov er nm en t of  th e U ni te d S ta te s of  Am er ic a (e x cep t ex ce ss  co st s re su lt ­
ing from  th e re qu ir em en t th a t U ni te d S ta te s flag  ve ss el s be use d ) co nv er te d in to  
zlo tys, as  fo ll o w s:

( a )  a t  th e  ra te  fo r doll ar  ex ch an ge  ap pl ic ab le  to  co m m er ci al  im port  
tr an sa cti o n s on  th e dat es of  doll ar  dis burs em en ts  by  th e  U ni te d S ta te s,  pr o­
vid ed  th a t a u n it a ry  ex ch an ge  ra te  ap ply in g to  al l fo re ig n ex ch an ge  tr a n s ­
ac tion s is  m ai nta in ed  by th e  G ov er nm en t of th e  Pol is h Pe op le ’s Re pu bl ic , or

(b )  if  m or e th a n  on e leg al  ra te  fo r fo re ig n ex ch an ge  tr an sa cti o n s ex is ts , 
a t th e hi ghes t of  an y ra te  of  ex ch an ge  (i. e. , th e  la rg est  nu m be r of zl ot ys  pe r 
U.S. d o ll a r)  es ta bl is he d by th e G ov er nm en t of th e Po lis h Pe op le ’s Re pu bli c, 
or  an y ag en cy  th er eo f,  pre va il in g on th e  dat es of doll ar  d is bur se m en t by 
th e  G ov er nm en t of  th e  U ni te d S ta te s of  America.

2. An y re fu nds of  Pol is h zlot ys  whi ch  m ay  becom e due u n d er th is  A gr ee m en t 
ma y be m ad e by th e Gov er nm en t of  th e U ni te d S ta te s of  Amer ica fr om  fu nd s 
av ai la bl e unde r th is  Agr ee men t. An y re fu n d s of  Pol is h zl ot ys  which  m ay  be 
du e or  becom e du e un de r an y p ri or ag re em en t und er  th e Act fo r which  un di s­
bur se d fu nd s a re  no  long er  av ai la ble  in th e  ac co un ts  of  th e G ov er nm en ts  of  th e 
U ni te d S ta te s of  Amer ica in Pol an d m ay  he  m ad e by th e  G ov er nm en t of th e 
U ni te d S ta te s of  Amer ica fro m fu nds avai la ble  unde r th is  Agr ee men t. In  th e 
ev en t th a t a su bs eq ue nt  ag ri cu lt u ra l co m m od iti es  ag re em en t or ag re em en ts  
sh ou ld  be si gn ed  by th e tw o G ov er nm en ts  u nder  th e Act, an y re fu nds of  zlot ys  
w hi ch  ma y l>e du e or  bec ome du e u nder  th is  Agr ee men t m or e th an  tw o yea rs  
fr om  th e  ef fe ct iv e d a te  of th is  Agr ee m en t w ou ld  be m ad e by th e  G ov er nm en t of 
th e  U ni te d S ta te s of  Amer ica from  fu nd s av ai la ble  from  th e mos t re ce nt a g ri ­
cu lt u ra l ag re em en t in eff ec t a t th e tim e of  th e re fu nd .

3. T he  tw o G ov er nm en ts  ag re e th a t th e  fo llo w in g pr oc ed ur es  sh al l ap pl y w ith  
re sp ec t to  th e  zl ot ys  de po si te d to  th e  ac co un t of  th e  G ov er nm en t of  th e  U ni te d 
S ta te s of  A m er ic a u n d er th is  A gre em en t:

( a )  On  th e d ate  of  th e de po si t of  su ch  zl ot ys  to th e ac co unt of  th e  U ni te d 
S ta te s th ey  sh al l, a t th e sa m e ra te  o f ex ch an ge  a t w hich  th ey  w er e de po si ted , 
be  co nv er te d an d tr a n sf e rr e d  to  a sp ec ia l doll ar  de no m in at ed  ac co unt to  
th e  cre d it  of  th e  U ni te d S ta te s G ov er nm en t in  th e N at io nal  Ran k of  Po la nd .

(b )  W it h d ra w als  in zl ot ys  fr om  su ch  sp ec ia l d o ll ar de no m in at ed  ac co un t 
by  th e  U ni te d S ta te s fo r us es  re fe rr e d  to  in  A rt ic le  I I  of th is  Agr ee m en t 
o th er th an  th e  pur ch as e of  go od s o r se rv ic es  fo r o th er co untr ie s sh al l be 
p ai d  by th e N at io nal  R an k of  P ola nd  a t th e  hig he st  of  an y ra te  of  ex ch an ge  
(i. e. , th e la rg est  nu m be r of zl ot ys  per  U.S.  d o ll a r)  es ta bli sh ed  by th e  Gov ­
er nm en t of  th e  Pol is h Pe op le ’s Rep ub lic , or an y ag en cy  th er eo f,  pre va il in g 
on th e d a te  o f th e w it hdra w al , pr ov id ed  th a t if  su ch  ra te  is mor e ap pr ec ia te d 
th an  th e ra te  a t w hi ch  zl ot ys  w er e de po si te d u n d er p a ra g ra p h  1 of  th is  
A rti cl e,  th e  r a te  i n  p a ra g ra p h  I  sh a ll  a pp ly .

(c )  P ay m en t fo r pur ch as es  of  go od s or  se rv ic es  fo r o th er co untr ie s re ­
fe rr ed  to  in A rt ic le  II  of  th is  A gr ee m en t sh al l be m ad e by  re du ci ng  th e bal ­
an ce  in th e  doll ar  de no m in at ed  ac co unt by an  am ount  eq ua l to  th e do ll ar  
pr ic es  of  su ch  pu rc ha se s ag re ed  up on  by  th e tw o Gov er nm en ts .
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(rf ) If  an y un us ed  ba lan ce rema ins  in such spe cial  do lla r den om ina ted  
accoun t on and aft e r Ja nuar y  2, 1974 , th e Go ver nm ent of th e Polish  Peo ple’s 

Rep ubl ic ag re es  th at , if  th e Go ver nm ent  of  th e Un ite d Sta te s of Am eric a 

sh al l so elect , th e Nat io na l Rank of Po lan d wil l sell to th e Go ver nm ent  of  t he  

Un ite d St at es  th e sum  of $75 0,000 in do lla r exchang e an nu all y, beg inn ing  
Ja n u ar y  2, 1974 , an d on each suc cee ding Ja nuar y  2, such do lla r exchang es 

to  be pa id fo r by red uc ing  th e ba lan ce  in th e do lla r deno mi nat ed accoun t 

by th e sam e am ou nt,

ARTIC LE IV. GEN ERAL UN DE RT AK INGS

1. Th e Go ver nm ent  of th e Po lis h Peo ple’s R epu blic will  take  all  poss ible  me as­

ur es  to pr ev en t th e re sa le or  tran ss hi pm en t to ot he r co un tri es  or  th e use  fo r 

ot he r th an  dom est ic purpo ses  of the  ag ri cu ltu ra l com moditi es pu rcha sed  pu r­

su an t to th is  Ag ree me nt (ex ce pt  wh ere  suc h res ale , tra ns sh ip m en t or use  is 

spe cifi cal ly appro ved by th e Go ver nm ent  of th e United  St at es  of Am eri ca ) ; to 

pr ev en t th e ex po rt of  an y com modity  of ei th er  dom est ic or  for eig n ori gin  

wh ich  is the  sam e as  th e com moditi es pu rcha sed pu rs ua nt  to  th is  Ag reement 

du rin g the  i>eriod beg inn ing  on th e da te  of  th is  Ag reeme nt and end ing  wi th th e 

fina l da te; on wh ich  suc h com moditi es ar e received an d uti liz ed  (ex ce pt wh ere  
suc h ex po rt is spe cifi cal ly app rov ed by th e Go ver nm ent of  th e Un ited St at es  of 

Am er ic a) , an d to as su re  th at the  pu rc ha se  of suc h com moditi es does no t re su lt 

in inc rea sed av ai la bi lit y of  the se or  lik e com mo diti es fo r ex po rt to ot he r cou n­

tri es .
2. Th e two  Go ver nm ents wil l take  rea so na ble  pr ec au tio ns  to  as su re  th a t all  

sa les  an d pu rch ases of ag ri cu ltur al  com mo diti es pu rs ua nt  to th is  Ag reeme nt will 

no t dis pla ce us ua l m ar ke tin gs  of th e Uni ted  S ta te s of Am eric a in the se com­

mo dit ies  or unduly di sr up t wo rld  pri ces  of ag ri cu ltur al  com modities .
3. Th e Go ver nm ent  of  th e Polish  Peopl e’s Repub lic wil l fu rn is h qu ar te rly in ­

form at io n on th e prog ress  of th e pro gra m,  pa rt ic ul ar ly  with  respect to the  

ar ri v al  an d con diti on of com moditi es; pro vis ion s fo r th e ma in tena nc e of usua l 

marke tin gs  as  descr ibe d in  pa ra gr ap h 1 of th e le tter  acc om pan yin g th e Agree­

me nt;  an d inf ormati on  re la tin g to im po rts  an d ex po rts  of the  sam e or like 

com mod ities .
ARTICLE V. CO NSUL TA TIO N

Th e two  Go ver nm ent s will, upon  re qu es t of ei th er  of them, cons ult  re ga rd in g 

any m at te r re la tin g to th e appl ica tio n of  th is  Agreem ent,  or to th e op erati on  of 

ar ra ng em en ts  ca rr ie d ou t pu rs ua nt  to th is  Agreeme nt.

ARTICLE VI.  ENTRY IN TO  FORCE

Th is Ag reement sh al l e nt er  i nt o for ce upo n sig na tu re .
I n W itn ess  W hereof , th e res pective re pr es en ta tiv es , du ly au th or ized  fo r 

th e purpos e, hav e sig ned  th e pr esen t Agreem ent.
Done in du pli ca te a t Wash ing ton , D.C., in th e En gli sh  an d Polish  lan gu ages  

th is  th ir d day of Fe br ua ry  19<>4.
Fo r the  G ove rnm ent o f th e Un ited  St ates  o f A merica  :

(s ) George W. Ball.

Fo r the  G ove rnm ent o f th e Polish  Peo ple’s R ep ub lic :
( s )  F ranc iszek  Modrzew ski. 

Agreement  “B ” (T hree-Year Agree ment )

Th e Gover nm ent  of th e Un ited St ates  of Am eric a and th e Go ver nm ent  of the  

Po lis h Peo ple’s R ep ub lic :
Rec ognizin g th e de si ra bi lit y of ex pa nd ing  tr ad e in ag ri cu ltu ra l com moditi es 

bet we en th ei r tw’o c ou nt rie s in a man ne r wh ich  would  n ot dis pla ce us ua l m ar ke t­

ing s of the  United  Sta te s of  Am eric a in thes e com moditi es or  undu ly di sr up t 

W’orld  pric es  of  a gr ic ul tu ra l co m mo dit ies ;
Co nsi der ing  th at th e pu rcha se  fo r Po lis h zlo tys  of ag ricu ltu ra l com moditi es 

produce d in th e Un ited St at es  of Am eric a wil l as si st  in achie vin g suc h an 

expa nsion  o f tra de ;
De sir ing  to se t fo rth  th e un de rs ta nd in gs  wh ich  will gov ern  th e sal es,  as 

specifi ed below, of ag ri cu ltur al  com moditi es to  Po lan d pu rs uan t to Titl e I of 

th e Agr icul tu ra l Tr ad e Developm ent  an d As sis tan ce  Act, as  am end ed (h er ei n-
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after referre d to as the Act) , and the measures which the two Governments 
will take individually and collectively in furth ering the expansion of trad e in 
such commodities;

Have agreed as follows:

ARTICLE  I.  SA LE S FOR PO LI SH  ZLOTYS

1. Subject to issuance by the Government of the United States  of America 
and acceptance by the Government of the Polish People’s Republic of purchase 
authoriza tions and to the availabili ty of commodities under  the Act a t the time 
of exportation, the Government of the United States of America underta kes to 
finance the sales for Polish zlotys, to purchasers authorized  by the Government 
of the Polish People’s Republic, of the following agricultu ral commodities in the  
amounts in dicated :

E xp or t mar ke t
Commodity: (m il lio ns )

Wheat____________________________________________________ $21. 0
Rice_____________________________________________________  1. 4
Cotton-----------------------------------------------------------------------------  4. 8
Ocean transix irtation (es tim ate d)____________________________  3.0

Total___________________________________________________ 30. 2

2. Applications for purchase  author izations will be made within 90 calendar 
days after the effective date of this Agreement, except tha t applications for 
purchase authorizatio ns for any additiona l commodities or amounts of com­
modities provided for in any amendment to this Agreement will be made wi thin 
90 days afte r the effective date of such amendment. Purchase authorizat ions 
will include provisions relatin g to the sale and delivery of commodities, the 
time and circumstances of deposit of Polish zlotys accruing from such sale, and 
other relevant matters.

3. The financing, sale and delivery of commodities under this Agreement may 
be terminated by eith er Government if tha t Government determines tha t because 
of changed conditions the continuation  of such financing, sale or delivery is 
unnecessary or undesirable.

ARTICLE n .  U SE S OF ZLOTY S

1. The two Governments agree tha t the zlotys accruing to the Government of 
the United S tates of America as a consequence of the sales made purs uant  to  th is 
Agreement may be used by the Government of the United States of America, in 
accordance w ith Section 104 of the Act, to help develop new markets for United 
State s agricultural commodities under subsection (a ) thereof; to finance the 
purchase  of goods or services fo r other countries under subsection (d ) thereof; 
to pay United States obligations under subsection (f ) thereof; to finance educa­
tional exchange activities under subsection (h ) thereof; to finance the tran sla­
tion, publication and distribu tion of books and periodicals under subsection (i ) 
the reo f; and for other expenditures  by the Government of the Uinted States of 
America under subsections (j ),  (k ),  (1) , (m ),  (n ),  (q ), and (r ) thereof.

2. The zlotys accruing under the Agreement may be exj>ended by the Govern­
ment of the United States of America, for the purposes stated in paragraph 1 
of this Article, in such manner and order of priority  as the Government of the 
United States of America shall determine. It  is understood that , with respect t o 
the purchase  of goods or services fo r other countries, the types, quanti ties and 
prices will be subject to negotiation between the two Governments.

ARTICLE i n .  DEPOSIT  OF ZLOTYS

1. The amount of Polish zlotys to be deposited to the account of the Govern­
ment of the United States of America shall be the equivalent of t he dollar sales 
value of the  commodities and ocean trans portation  costs reimbursed or financed 
by the Government of the United States of America (except  excess costs re­
sulting from the requirement tha t United States  flag vessels be used) converted 
into Polish zlotys, as follows :

( a )  at the rat e for dollar exchange applicable to commercial import 
transactio ns on the dates of dollar disbursements by th e United States, pro­
vided tha t a unitary exchange rate applying to all foreign exchange tran s­
actions is m aintained  by the Government of the Polish People’s Republic, or
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(6 ) if more than one legal rate for foreign exchange transac tions exists, 
at the highest  of any rate  of exchange (i.e., the largest  number of zlotys 
per U.S. dol lar)  established by the Government of the Polish People’s Re­
public, or any agency thereof, prevailing on the dates of dollar  disbursement 
by the Government of the United States of America.

2. Any refunds of Polish zlotys which may be due or become due under this 
Agreement more t han two years from the effective date of this Agreement may be 
made by the Government of the United States of America from funds available 
in the accounts of the Government of the United States  of America in Poland 
other  than those accruing under this Agreement.

3. The two Governments agree tha t the following procedure shall apply with 
resi»eet to the zlotys dei>osited to the account of the Government of the United 
State s of America under this Agreement:

(a ) On the date of the deposit of such zlotys to the account of the 
United States  they shall, at  the same rate  of exchange at which they were 
depoisted, be converted and transfer red to a special dollar denominated 
account to the credit of the United States Government in the National Bank 
of Poland.

(&) Withdrawals in zlotys f rom such special dollar denominated account 
by the United States for uses referred to in Article II of this Agreement 
other than  the purchase of goods or services for other countries shall be 
I>aid by the National Bank of Poland at the highest of any rate  of ex­
change (i.e., the largest number of zlotys per U.S. dol lar) , established by 
the Government of the Polish People’s Republic, or any agency thereof, 
prevailing on the date of the withdrawal, provided t hat  if such rate  is more 
appreciated than the rate  at  which zlotys were deposited under paragrap h 
I of this  Article, the rate  in paragraph 1 shall apply.

(c ) Payment for  purchases of goods or services for other countries 
referred to in Article II of this Agreement shall be made by reducing the 
balance in the dollar denominated account by an amount equal to the 
dollar prices of such purchases agreed upon by the two Governments.

(d ) If  any unused balance remains in such special dollar denominated 
account on and aft er December 31, 1964, the Government of the Polish 
People’s Republic agrees that, if the Government of the United States of 
America should so elect, the National Bank of Poland will sell to the 
Government of the United States  in dollar exchange on Janu ary  2. 1965, 
the sum of $3 million; on January 2, 1967, the sum of $9 million; on July  1, 
1967, the sum of $9 million and on January 2, 1968 the remaining balance 
in such special dollar denominated account, such dollar exchange to be 
paid for by reducing the balance in the dollar denominated account by the 
same amou nt

ARTICLE IV . GENERAL UN DE RT AK IN GS

1. The Government of the Polish People’s Republic will take all possible 
measures to prevent the resale or transsh ipment to other countries or the use 
for other than domestic purposes of the agric ultural commodities purchased 
purs uant to this Agreement (except where such resale, transsh ipment or iLse is 
specifically approved by the Government of the United States of America) ; to 
prevent the export of any commodity of  either domestic or foreign origin which 
is the same as the commodities purchased pursu ant to this Agreement during 
the period beginning on the date of this Agreement and ending with the final 
date  on which such commodities are received and utilized, (except where such 
export is specifically approved by the Government of the United States of 
America), and to a ssure tha t the purchase of such commodities does not result 
in increased availability of these or like commodities for export to other countries.

2. The two Governments will take reasonable precautions to assure tha t all 
sales and purchases of agricu ltural  commodities purs uant  to this Agreement 
will not displace usual marketings of the United States of America in these com­
modities or unduly disrupt world prices of agricu ltural  commodities.

3. The Government of the Polish People’s Republic will furnish  quarterly 
informatio n on the progress of the program, particularly with respect to the 
arriv al and condition of commodities; the provisions for the maintenance of 
usual mar ket ings; and information relatin g to imports and exports of the 
same or like commodities.
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ARTICLE  V. CONSUL TA TIO N

The two Governments will, upon request of either  of them, consult regarding 
any matter relating to the application of this  Agreement, or to the operation of 
arrangements carr ied out pursuant to this Agreement.

ARTICLE  VI . EN TR Y IN TO  FORCE 

This Agreement shall enter into force upon signature.
In Witness Whereof, the respective representatives, duly authorized for the 

purpose, have signed the present Agreement.
Done in duplicate at  Washington, D.C., in the English and Polish languages 

this third  day of February, 1904.
For the Government of the  United States of America :

(S) George W. Ball.
For the Government of the Polish People’s Republic:

(S) Franciszek Modrzewski.
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U nited  States Senate , 
Committee on F oreign Relations,

IVa shington , D.C .
The comm ittee  me t, p ur su an t to recess, at. 10 a.m., in  room 4221, New 

Senate Office Bu ild ing,  Se na tor  J . W. Fulb right (cha irm an ) pr e­
sid ing .

Present: Senators Fulb righ t, Sparkman, Lausche, Symington, 
Carlson, and Mundt .

role of department  of commerce in  east-west trade

Th e Chairm an . Th e com mit tee will  come to  ord er.  Th e com mit­
tee 's he ar ings  on E as t-W es t trad e wil l c ontinue th is  m orning  w ith  th e 
tes tim ony of  S ec retar y Hodges.

Th e Dep ar tm en t of  Commerce is r esp onsib le fo r t he  gener al ad mi n­
ist ra tio n of  ou r expo rt prog ram and, as such, ha s pla yed a key role 
in the form ulat ion an d appli ca tio n of  polic ies re la ting  t o trad e wi th  
Comm unist cou ntri es.

Th e Dep ar tm en t also has  ju ris dict ion ove r ocean -sh ipp ing  mat ters  
which hav e lieen consider ably sig nif ica nt in the recent  gr ain sale  to the  
Sovie t Union .

Secre tary Ho dges'  tes tim ony will undoub ted ly be a rea l co ntr ibu­
tio n to  the  com mit tee’s stud y o f Eas t-W es t trade .

Mr. Secre tary, we ar e very plea sed  to have you  th is  mo rning . I  
an tic ipate some othe r mem bers  will  be alo ng  short ly,  bu t I  th in k in  
view of  your  tim e an d the com mit tee 's, th a t you  should  proceed now 
if  you will.

STATEMENT OF HON. LUTHER HODGES, SECRETARY OF COM­
MERCE; ACCOMPANIED BY JACK H. BEHRMAN. ASSISTANT SEC­
RETARY OF COMMERCE; ROBERT E. GILES, GENERAL COUNSEL;
DEAN B. LEWIS, ASSISTANT GENERAL COUNSEL; AND FORREST
D. HOCKERSMITH, DIRECTOR, EXPORT CONTROL

Secre tar y H odges. Th an k you,  Mr.  Ch air man . I am gla d to joi n 
t his dis tin gu ish ed  c ommit tee in s tudy in g and  discus sing the im po rtan t 
and complex subject  of  Fast-West  tra de . Se cre tar y Rusk has  a lre ad y 
to ld  you,  from  the foreig n rel ati ons stan dp oint , about some of  the 
thorny  problem s th at  are  invo lved in th is  subject.  We in the  Com ­
merce De pa rtm en t hav e severa l responsibi liti es in th ’s are a, an d fro m 
th is  pe rspect ive  we hav e some views on tlie-e  p rob lem s c on fro nt ing o ur  
na tion.
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The total question of East-West trade may be considered in three 
pa rt s:

Firs t, there is the matter of our  direct t rade with the U .S.S .R. ; with 
the various Communist countries of Eastern Euro pe; with Commu­
nist China, North Korea, and North  Vietnam; and with Cuba.

Second, there is the trade of other free world countries with the 
same Communist countries.

Third, there is our trade with other  free world countries as it is 
affected by their and our trade  with Communist countries.

N ATURE OF  GO VE RN MEN TA L CO NT RO LS ON  TRAD E W IT H  CO M M U N IS T 
COUNTR IE S

As to our direct trade, let me review briefly the nature of govern­
mental controls on our exports to and our imports from the Com­
munist countries, and the makeup and volume of this trade.

I will not discuss fully the present controls on imports from Com­
munist countries, for they are not the direct responsibility of Com­
merce. Under the Trad ing With  the Enemy Act, the Treasury De­
partment, bars imports of all goods of Communist Chinese or North 
Korean origin. Even Chinese-tvpe and Korean-type  goods, originat­
ing in third countries, are  not admitted into the U nited States unless 
proved not  to come from the prohibited countries by certificates of the 
actual countries of origin. Cuban goods are also denied entry.  Un­
der trade agreements legislation, certain furs of U.S.S.R. or Commu­
nist China origin are not allowed to come into the United  S tates ; and 
several Federal  appropriation acts bar the use of public funds to pur­
chase goods such as science-teaching equipment from the Soviet-bloc 
countries. There is even a statute which prohibits bamboo pipestems 
produced in the U.S.S.R. or any country  dominated by the world Com­
munist movement from being admitted into the United  States  duty 
free.

MOST -F A VO RE D- NA TI ON  RE ST RI CT IO NS

What, is sometimes called the most significant restriction on imports 
from Communist countries is the legislation which has generally de­
nied such countries tariff benefits which we give other countries under 
the most-favored-nation provisions of our commercial agreements. 
This restriction applied to all of those countries, except Yugoslavia, 
aft er the Korean conflict. In 1960, P resident Eisenhower accorded 
Poland the privilege of the more favorable tariff  rates, pursuant  to 
discretionary author ity provided in the Trade Agreements Act of 
1951. In 1962, the Trade Expansion Act provided for termination 
of most-favored-nation treatment for both Poland and Yugoslavia. 
However, in the Foreign Assistance Act of 1963, au thority has again 
been given to the President to give Poland and Yugoslavia the most- 
favored-nation tarif f rates.

Impo rts from the U.S.S.R. and the remaining Soviet-bloc countries 
remain subject however, to the full rates provided by the Tariff  Act 
of 1930.

These na tions frequently poin t to this restriction on our pa rt as an 
impediment to  increasing th eir purchases of our  goods. Whether this 
is the fact, is not clear. There is certainly  a contrary view th at the 
volume of our imports from Communist countries is not limited so
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much by the higher  tari ffs resulting from the denial of most-favored- 
nation treatment as it is by the lack of interest  on the part of the 
American people in buying the kinds of goods offered.

EXPORT CONTROLS

As to exports, our Department has since 1948, by delegation from 
the President under the present—1949—law and the predecessor 
World War II  statute , restricted the flow of goods, including tech­
nology, to Sino-Soviet countries for the purpose of protecting our 
national security and welfare. We have varying degrees of severity 
in these restrictions, depending on the items and countries of destina­
tion. Thus, we maintain  an embargo on exports to Communist China, 
North Korea, and North  Vietnam; an embargo is applied to Cuba, 
except for certain foods and medicine. We apply to the Soviet-bloc 
countries in Europe a more narrow and selective-type control, to ex­
clude export to them of commodities and technology that would con­
tribu te significantly to thei r milita ry or economic potent ial in a way 
tha t would be detrimental to our security and welfare. For Poland 
we have a more liberal  export policy than we have toward the other 
Europ ean Soviet-bloc countries in recognition of various changes in 
the relationship between it and the U.S.S.R., tha t have been main­
tained since 1956. Yugoslavia we trea t like a Western European coun­
try  because, although a Communist country, it is independent of the 
U.S.S.R.

FL EX IB IL ITY IN  EXPORT REG ULATION S

The degree of our export controls also varies according to the items 
concerned. Thus, we do not export to Soviet countries stra tegic items, 
but we do export  “peacefu l” goods. If  an item fal ls into a clear-cut 
category, our decision is easy. It  not, we have to spend considerable 
(ime examining the case and coming to a decision.

Our export controls also provide a degree of flexibility which en­
ables us to tighten or relax them as ap propriate  in response to inte r­
nationa l conditions. This  is, of course, most useful in easing or 
cutt ing off the flow of consumable commodities. However, we rec­
ognize tha t capital items like plants and technology are generally 
one-shot exports and therefore are not as susceptible to this process 
of tigh tening and relaxation.

ADD ITIO NAL  LEGISLA TIVE  CONTROLS

In addition  to our controls on exports, there  are other governmental 
measures affecting our ability  to trade with the Soviet bloc. Among 
these are the Johnson Act’s 1934 prohibit ion on priva te loans to coun­
tries in defau lt of the ir obligations to the U.S. Government, such as 
the U.S.S.R., Czechoslovakia, Hungary , Poland, and Rumania; the 
various restrictions  on certain  kinds of exports of agricultural items 
to Soviet-bloc countries, as provided by Public Law 480 and its amend­
ments since 1954; and the requirements under  the Foreign Aid Act 
of 1964, of a Presidentia l finding to authorize Exp ort- Imp ort Rank 
guarantees of Soviet-bloc payments for private commercial sales of 
wheat and other farm products. Since the Korean w ar we have main­
tained controls over shipp ing to the Sino-Soviet bloc, and later  ex-
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tended them in modified form to Cuba. Also, since the Korean war, 
there have been the Treasury Depar tment’s restrictions  under the 
Trad ing With the Enemy Act. These include various financial con­
trols affecting Fa r East Communist countries and Cuba, as well as 
transaction controls which, among other things, bar  U.S. firms and 
their foreign subsidiaries from selling to the U.S.S.R. and European 
Soviet-bloc countries highly strategic goods even though not of U.S. 
origin and not being shipped from the U nited States.

EX PO RTS TO BIX)C CO UXT OI ES

Our exports to the Easte rn European countries, including the 
U.S.S.R., have risen since 1956 from $11 million in that  year to $194 
million in 1960, with a drop to $167 million in 1963, which is less 
than 1 percent of our total exports. Imports rose f rom $72,754,000 
in 1956 to a high point of $88 million in 1959, and dropped  to $81 
million in 1963—again less than 1 percent of total imports.

Expor ts to Poland have comprised a very large portion  of our 
Soviet-bloc trade, consisting la rgely of agricu ltural  products shipped 
under a series of Public Law 480 credit sales agreements concluded 
between our two countries. In  fact , during the 3-year period 1960-62, 
agricul tural commodities constituted between 65 and 75 percent of our 
exports to the whole European Soviet bloc. Various types of ma­
chinery, iron and steel products, medicines and chemicals, and private 
relief shipments accounted for almost the entire remainder. Of the 
bloc countries, the U.S.S.R. itse lf ranked next to Poland in the amount 
of goods bought from us. Together they have taken about 90 percent 
of our exports to the bloc in recent years.

On the import side, we have mainly taken Polish ham, Soviet caviar, 
and nonembargoed types of furs, with some benzene, glass, and plat i­
num group metals included in some years.

TRADE OF FREE WORLD ALLIES AND COCOM ARRANGEMENTS

Trade  of our free world allies with the Communist countries is a 
second major ingredient in the East-West trade mix. While we do 
not always agree with our allies on how to handle such trade, we have 
some very important areas of cooperation. The most significant is 
the COCOM arrangement described by Secretary Rusk which has 
operated since 1950 to restrict strategic exports  from member coun­
tries to the Sino-Soviet bloc.

The goods deemed “strateg ic” by COCOM s tandards include highly 
sophisticated electrical and electronic items, special metals, some avia­
tion equipment, certa in machine tools and machines, a number of  ad­
vanced chemicals, plastics, and atomic materials, and a few specialized 
scientific instruments. They are limited to those things  which are 
likely to be used even in peacetime for military-industrial production 
and kindred purposes. The list is reviewed and revised annually.

A considerable part of current trade  with the Soviet bloc is carried 
on by Europeans and other countries under bilateral trade agreements, 
a technique which the bloc countries seem to favor. These agree­
ments. subject to modification every vear or two, set targets for 
purchases and sales by kinds and values of goods. According to 
some, they help to encourage the bloc countries to buy some consumer
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items from the free world along with the capital goods the bloc 
countries prefer . Conversely, of course, they are a form of pressure 
on free world countries to buy from the Soviet bloc goods which might 
normally be bought from other free world countries, including less 
developed countries.

TRE ND OF TRADE INC REA SE WITH BLOC COU NTR IES

Since 1956, free world—excluding United  States—exports to the 
European Soviet bloc have risen gradually, from $2 billion in 1956 
to nearly $1.5 billion in 1962. In this period free world imports from 
the bloc have also increased steadily, from $2.2 billion in 1956 to 
nearly $4 billion in 1962. Of th is trade, three-fifths has been between 
the European Soviet bloc and the industrialized countries of the 
West—the COCOM countries, Austr ia and Sweden, but excluding 
the United States—with both imports and exports nearly doubling 
between 1956 and 1962. Still this was only 4 to 5 percent of  the total 
world trade of these Western countries. The countries leading in 
this trade  with  the European Soviet bloc, according to the 1962 statis ­
tics, were the Federal Republic of  Germany, first in both exports and 
imports, with the Uni ted Kingdom second in both exports  and imports.

DESIRE TO EXPAND  MARKE TS

Our allies quite clearly favor expansion of trade with the European 
and Asiatic Communist countries. They consider it important to ex­
tend the markets for thei r products, and they extol the usefulness of 
such trade to normalize relations between the West and the East. 
The bloc, in turn , appears highly interested in increasing trade with 
the free world, especially in order to obtain needed foodstuffs and 
advanced materials and equipment for  the short run and, for the long 
run, to expand and modernize its own production of chemical fer ti­
lizers, manufacture of agricu ltural and roadmaking machinery, its 
petroleum refining and petrochemical and chemical production, and 
other areas of advanced technology.

DESIRE OF SOVIET BLOC FOR LON G-T ERM  CREDITS

Since the  Soviet bloc is being forced or will be forced to spend so 
much of its foreign exchange and gold in its recent crash programs to 
obtain grains, and desired chemical fertil izer plants  and advanced 
farm machinery, it has been urging  the West to permi t long-term 
credits, saying tha t this is essential if their  purchases from the West 
are to expand or even continue at the present rate. We have been 
taking the position, however, that such credits should not be for  pe­
riods longer than  those normal to trade  among industrialized coun­
tries, and generally, in any event, not for longer than 5 years.

FREE WORLD TRADE W IT H CO MMUN IST CHIN A

To complete the picture, I should mention tha t the free world in­
dustrial countries also conduct a small but growing trade with Com­
munist China. In 1962 thei r exports to tha t country were $314 mil­
lion—with a large portion being Canadian grain—while their  imports 
were $224 million.
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FREE WO RIJ) TRADE W ITH SIN O-S OV IET  BIX)C MEASURED IN  PERCENTAGE 
TERMS

The foregoing portraya l of the free world indus trial countries grow­
ing trade with the Sino-Soviet bloc countries would be completely out 
of focus, if compared solely w ith our own trade with the bloc. Ac­
cordingly, we must also consider the total trade  of the free world in­
dustrial countries. In 1962, the total exports of these free world 
countries were nearly $64 bil lion of goods, while their  imports were 
over $70.3 billion. From this it can be seen th at their  export-import 
trade with the European Soviet bloc, while growing, still is less than 
5 percent of their  total trade.

SOVIET TRADE POLICIES

Analysis of the problems of  East-West, trade of the United  States  
and other  free world industrial  countries would not be complete 
without  an examination of the tradin g policies of the Soviet bloc 
itself and their effects on the bloc’s trade with other countries.

Fir st, foreign trade  is a state monopoly in the Soviet bloc. It  is 
conducted by Government agencies and Government officials. Pu r­
chases and sales can be increased, decreased, or switched from one 
country to another, as the Government policy dictates. Priva te 
sellers in one free world country can be played off against each other 
and against private sellers in other free world countries. This makes 
it more difficult for the Governments of the 15 free world countries  
in the COCOM to s tand firm and united agains t temptat ions of Soviet 
bloc business.

Second, all economic activities in the Soviet bloc are  centrally  con­
trolled in accord with nationa l plans of a long-term and annual 
nature.  These central controls are applied to all aspects of foreign 
trade. To make sure th at the national plans are fulfilled, the foreign 
trade enterprises are required to arrange their export business so as 
to secure the kinds of imports tha t are needed under the plans.

Third, there is the longtime tendency of the Soviet bloc to be 
economically self-sufficient. This  policy of self-sufficiency seems to 
liave been blunted recently to the extent tha t Poland, Rumania, and 
some other Soviet-bloc countries may be making efforts to engage in 
a sor t of foreign trade  tha t is not  limited to filling gaps in thei r own 
production capacities.

Four th, there is the bloc’s preference for bila teral trade agreements. 
This must be recognized as a device to make the  price for goods the 
bloc buys dependent on the price, quality, and availab ility of what 
the bloc sells. A bilateral arrangement presumes purchases equiva­
lent to sales. The bloc’s demand for bilateral trade agreements is 
the antithesis of the general free world trade  practice of selling in 
the most advantageous marke t and buying from the cheapest source 
of supply.

EXPO RT CONTROL ACT AND THE COCOM CON CEP T

Having sketched the background within which our East -West trade 
policy is formulated , I now turn  to the specific problems which the
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Commerce Department faces in carry ing out its responsibilities under 
the E xport Control Act of 1949, as amended.

It  should be understood tha t our controls are more extensive than 
those of our allies, and cover more than the  COCOM list. This comes 
about, in p art,  because the  E xport Control Act does not authorize  us 
to limit our concern to technology and equipment of a clear military 
and military-industrial nature—the COCOM concept—even though 
those are the only kinds our free world friends  are willing to control. 
One of the 1962 amendments to the act was a congressional finding 
in section 1(b) tha t—

The unrest ric ted  export of m aterial s withou t regard  to the ir potentia l mil itar y 
and economic significance may adve rsely  affect  the  nat ional security of the 
United States .

Section 3(a) of the act was amended at the same time to require 
the denial of any article  or technology to an unfriendly nation or 
nations—
if the  President  sha ll determine that  such exp ort makes a signif icant  con tribu­
tion to the  m ilita ry or economic potentia l of such nat ion o r n atio ns which would 
prove detrimental to the nat ional security and welfare of the  United States. 
This introduces the element of control over goods contributing to the  
“economic potentia l” of the Soviet bloc.

Furthermore, even in the military-industrial area we feel obliged 
to control some items tha t our allies have not agreed to control. These 
include items that  may have considerable commercial usage, but which 
we consider “strategic” because they are substantially used by our 
milita ry, and may even have been designed with funds supplied by our 
Defense Department.

Whether we are considering an item tha t makes a significant con­
tribution to the Soviet bloc’s “mili tary poten tial” or its “economic po­
tential,” the impor tant point  to bear in mind is th at the 1962 amend­
ments to the act call for its denial on the ground tha t if the item is 
embargoed to the bloc by the COCOM countries, the export of the 
item “would prove detrimental to the security and welfare of the 
United States .”

19 62  AMENDMENTS TO EXPORT CONTROL ACT

Looking at the legislative history of these 1962 amendments to the 
Exp ort  Control Act, it is certainly  possible to disagree about thei r 
intended meaning. One view is tha t they reflect a congressional feel­
ing th at there had been in the past, too much preoccupation with  items 
of a clear m ilitary and milit ary-industrial  nature—the COCOM con­
cept—and not enough attention to goods and technology that would 
contribu te to the Soviet bloc’s use of its economic strength  to the d etr i­
ment of the United States. We, however, have considered these 
amendments as stressing tha t which the administration has already 
been stressing in passing on p articular license applications.

As we have heretofore informed the Congress, we have undertaken 
to interpret  these amendments as meaning th at:

(1) We should deny any item tha t contributes significantly to the 
military potential of the Soviet bloc, even i f equivalent items are ob­
tainable  by the bloc from the COCOM or other free world countries—
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on the ground that export of such an item is well-nigh bound to be 
detrimen tal to our security and welfare.

(2) If  an item contributes significantly to the economic po tential 
of the bloc, it  should lie denied if its expor t would be detrimental to 
our security and welfare. When, however, the same item, or a close 
equivalent, is readily available to the bloc from other free world 
sources, it is our view that it is the overall availabil ity of the  item per 
se, and not our export, that  will be detrimental to our security and 
welfare. In such case we consider that  our denial of the export from 
the United  States  could only compound the detriment by depriving 
our exporters of a sale that would occur in any event.

EF FECT  OF UN ILA TERAL CONTROL POL ICIES

The consequence is that we are unilaterally  controlling some items 
because we consider them milita rily impor tant, even though we do 
not have effective control, and we are also controlling some items tha t 
we consider economically important when we also consider tha t our 
denial will have a worthwhile adverse effect on the bloc’s ability to 
act in a way detrimental to our security or welfare. And, even in 
the la tter situation  the conclusion tha t our denial will have a meaning­
ful effect does not mean that  no comparable item will be available to 
the bloc from a COCOM or o ther free world country.

Indeed, it is a well-known effect of our policy of unilateral denial 
that it often prevents our exporters from competing for Soviet bloc 
business which other free world sellers are free to take. This occurs 
whenever our  technology or  equipment faces competition from other 
countries which sell more or less closely comparable items and some­
times even when they have only items of a substantially infer ior 
natu re to sell. Obviously, there are few, if any, indus trial fields to ­
day in which we can have or long retain an advantage so great and 
unique that we can say we have no foreign competition. Accordingly, 
if we maintain a denial policy while and because we do have a tech­
nological lead, the bloc will buy the most comparable technology avail ­
able to it and may even buy the technically inferior or economically 
more costly machines available elsewhere. It is often a difficult ques­
tion to determine whether there is a sufficient benefit in our depriving 
the bloc of our “best,” to outweigh the loss we sustain when they buy 
what might be the second or thi rd best from our allies.

PROB LEMS ARISIN G FROM M AIN TA IN IN G UN ILA TERA L CONTROLS

Some ]teople feel that  we should stop t rying to maintain unilateral 
controls whenever there is technology or equipment available to the 
bloc from abroad that can “do the same job,” and can be easily pur­
chased by the Soviet bloc. We should probably not try  to control 
East-West  trade  (except for strategic items) unless we can be effec­
tive: and we can usually lie effective only if and to the extent we can 
pursnade the other  free world producing countries to follow the  same 
denial policy.

I recognize, however, th at the problem is not easily solved. There 
is times p-ood, reason to conclude th at much more than mere ability  
to “do the same job” ought to enter into the judgment that  a top quality
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machine we produce should be approved  or denied. Other  im portant 
considerations are the qualitative comparisons o f the U.S. and foreign 
machines, thei r relative  costs, durability , production rates, ease of re­
pair, the different lengths of time it will take foreign and U.S. firms 
to produce thei r respective machines, and the comparative  backlogs 
on their  “order books.” (I  may add that getting evidence on these 
points is often quite difficult and time consuming.) Again, it can be 
difficult to tre at a milit arily  important item as if it were “nonstra - 
tegic” and not worthy of our denial, merely because the 14 COCOM 
countries will not agree 'with us to control it.

PROB LEMS CO NC ERNING  TR EA TM EN T OF TE CH NI CA L DATA

Some of or most difficult export control problems are concerned with 
the treatment of technical data.

Technical data  includes, among other things , the scientific, engi­
neering, and industria l knowledge tha t may be utilized in the making 
or using of a plant , process, machine, or product. It  may be in 
writings  and drawings;  it may be only in someone’s mind. It  may be 
embodied in and extractable from a physical object or prototype.

Vast sums are spent annually in our country by priva te business 
and the Government for research and development in order to create 
the technical data  required to make and use new products and to im­
prove the known ones. Other industria lized countries do the same, 
including other free world and, to some extent, Communist countries.

We know th at the U.S.S.R. and the European Soviet bloc countries 
are particular ly interested in buying the most advanced technology 
tha t we and other free  world countries are willing and able to provide, 
generally in the form of complete plants, major components, and com­
plex machines. The technology which the bloc countries appear to be 
most interested in acquir ing concerns petrochemicals, petroleum re­
fining, chemicals, steelmaking, textiles, and, most recently, fer tilizers. 
From some of our license applications , it seems at times tha t apart  
from foodstuffs and some raw materia ls, technology is about a ll tha t 
bloc countries are in terested in acquiring from us. Even when we are 
prepared to license such technology we find, not infrequently, th at  the 
bloc prefers to acquire the related  equipment elsewhere. This is d is­
turbing to some of us.

TEST OF AV AIL AB ILITY  OF COMPARA BLE TECHNOLOGY ABROAD

One of the very difficult questions about control over our advanced 
technology is whether and to what extent we ought to apply  the  tes t 
of availab ility of comparable technology abroad. Our technology, 
by hypothesis, relates to a plant, process, machine, or product. Should 
we license i t to the bloc whenever there is available from some other 
source non-U.S. origin technology to make the same kind of item, 
even though not qualitatively equal to ours? Or, should we treat  our 
advanced technology like a piece of machinery? Should we evaluate 
technology solely in terms of the  U.S. seller’s judgment of its  pecuni­
ary worth? Or is there a comparable quid pro quo tha t we should 
exact for giving the bloc the long-term benefit o f our research and 
development, over and above the price demanded by the exporter? 
Is insistence on such a quid pro quo a p ractica l and proper means of 
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counterbalancing any detriment to our welfare tha t might result? 
Certainly, some of us feel we should exact a quid pro quo over and above the monetary value.

RESTRICTIONS ON DISSEM INAT ION OF U.S . ADVANCED TECHNOLOGY 
LIC EN SED TO ALLIES

The subject of advanced technology also provides an excellent il ­
lustrat ion of what I said at the outset is the third major problem area 
in East-West trade. I refer  to the matte r of our trade with other 
free world countries as i t is affected by their  and our trade with the Communist countries.

One of the most advantageous and generally beneficial kinds of trade between businessmen of our own and other friendly countries 
relates to agreements for the licensing of patents and technological 
know-how. Thei r object is to enable the licensee to manufacture a 
product, with a royalty or other  fee payable to the licensor. We 
have tried  not to interfere with the flow of technology back and 
forth within the free world, recognizing the g reat benefits t ha t come 
to our country from the cross-semination of scientific and technical knowledge.

However, East-West trade control requirements have compelled us to bar free world recipients of our technology from turn ing it over 
to the Soviet bloc countries without our consent. In addition,  the 
United States  has in some respects felt obliged to put restrictions  on 
what a foreign licensee may do with the foreign-made product of  our 
technology. Under a system of controls maintained in pa rt by the 
Treasury Department under the Tra ding With  the Enemy Act, and 
in part bv the Commerce Depar tment  under the Exp ort Control 
Act. our Government has required foreign recipients of  various kinds 
of U.S. technology to agree not to send certain kinds of products 
thereo f to Communist China or Cuba. By arrangement between 
Treasury and Commerce, we will shortly be taking over a substantial 
portion of thei r control, with some modifications.

ADVERSE EFFECT S FROM TEC HNO LOG Y CONTROLS

Although this control has not been applied to bar  all kinds of 
foreign-made products of U.S. technology from going to Communist 
China or Cuba, yet it has had and is likely to continue to have notice­
ably adverse effects on our relations with other friendly countries 
arising out of the differences between them and us in regard to East- 
West trade. Members of the committee will recall the incident of 
the planes t ha t the United Kingdom wished to export to Communist 
China, and the problems tha t arose from the fact  tha t such planes 
customarily contained British-made components constructed from 
U.S. licensed technology. Tha t case was certainly an irr itant in our 
relations with the British Government, as well as for the United 
States  and foreign firms involved. Recently, representatives of some 
I .S. firms tha t regularly license their  technology to firms in friendlv 
foreign countries have told us that  some foreign concerns that they 
have dealt with in the past now refuse to enter into any license agree­
ments with these U.S. firms if they must contain special U.S. restraints
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on exports to the Soviet bloc of the foreign-made products of our 
technology’. If  this sort of attitude  spreads, substan tial detriment 
to the development of free world industria l technology and the U.S. 
role therein can result.

In  describing this problem, I wish to point out tha t our economic 
defense policies and the 1962 Amendments to the Export Control 
Act could not easily be reconciled with a view tha t we should yield 
to the foreign firms in the situation  I described by permitting all 
foreign-made products  of U.S. origin technology to move free ly to 
Communist China or Cuba. Such a course might even encourage 
a movement of some U.S. production to foreign countries for the 
specific purpose of  avoiding our controls.

ADVERSE EFFECT S FROM  RES TRICTION S OVER EXPORTS INVOLV ING  U. S.  ORIGIN 
COMPONENTS

Comparably adverse effects can flow from our efforts to mainta in 
U.S. export control restrictions over goods made in foreign countries 
with some portion of U.S. origin components. We have had very 
difficult cases in thi s field. Some have even included representations 
by friendly  foreign governments against what they have called our 
assertions of “ext ra-te rrito rial jurisd iction”, and our “invasions of 
their sovereignties”.

PROBLEMS IN  POSS IBLE  UNIT ED  STATES-SOVIE T BLOC LICE NS E AGR EEM ENT S

There  is one more point about our control over technology tha t 
should be considered by your committee. It  is possible t ha t in the 
futu re some Soviet bloc countries migh t wish to enter into license 
agreements with U.S. firms to use U.S. technology to make products 
in the Soviet bloc, and to permit  U.S. firms to use Soviet technology 
to make products in the United States. In  considering anyth ing of 
tha t sort, it would be important to give thought to the difference 
between entering  into such an agreement with a priva te firm in a 
market-economy country, and the making  of an agreement with a 
Soviet bloc state agency. We know about legal protections tha t 
exist in free world countr ies; but whether Soviet bloc countries ac­
cord simila r protections and would re frain from carrying out existing 
intra-bloc agreements to pool industria l know-how are questions tha t 
need answering. It  is not at all clear that  a Soviet bloc country 
could be in a position to exchange information  on new developments 
or improvements stemming from the ir use of the U.S. technology. 
Under  our Export Control Act we would be obliged to  pass on any 
proposed export to a bloc country of new development technology 
created bv a U.S. firm as licensee of a Soviet bloc agency.

SPECIAL  SITU AT ION OF CU BA N TRADE

Before closing th is review of East-W est trade problems, I should 
summarize the special situat ion regarding Cuba. As you know, we 
no longer buy anything from Cuba, including the sugar  and tobacco 
tha t formerly figured so largely in our trade.  And that was in the 
hundreds of  millions, by the way. As I  have indicated, we also have 
a virtual embargo on our exports to Cuba, and of the foods, medi-
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cines, and medical supplies tha t we are willing to ship to her only 
small amounts are being bought by the Castro government.

EFFORTS TO DISCOURAGE WE STERN EUROPEAN TRADE W IT H CUBA

In the early pa rt of the period afte r we cut off our trade with Cuba, 
beginning in the fall of 1960, the bulk of tha t trad e shifted  to the 
U.S.S.R., the European Soviet bloc countries, and Communist China. 
More recently, Western European countries have been selling Cuba 
various kinds of capital  goods like indus trial  machinery and fleets of 
buses and trucks, which help to strengthen and rebuild Cuba’s econ­
omy. Payments are apparently  in  p ar t by cash generated from sales 
of sugar, tobacco, et cetera, and in par t by credits.

We have tried  to discourage this  t rad e th rough  shipping sanctions, 
withdrawal of aid, and diplomatic exhortations. And, or course, we 
stand ready to penalize any who divert  our embargoed goods to Cuba, 
or who use them to make goods for  tha t country. To that  extent 
the divergency between our trade policy toward  Cuba and the trade 
policies followed by our allies has its  repercussion in this  restra int on 
our trade with them.

Our efforts have had up to now only par tial  success in persuading 
our Allies from helping to rebuild the  economy of this country tha t 
stands  convicted in the Organization of American States of using 
its power to foment and support communistic subversion, t error and 
guerr illa warfa re in the  Western Hemisphere.

Fur ther, when other free world nations are reported as assuring 
tha t what they ship to Cuba are not  “strategic” goods, it must be 
remembered that  the term “strategic” has various connotations. If  
they mean by this, the kinds of high ly sophisticated electronic gear 
machine tools, and the like, tha t are restricted by the COCOM coun­
tries for export to the U.S.S.R., then  it is well for them and us to 
consider that Cuba’s economic power to engage in activities tha t 
threa ten the security and stability of other nations in this hemisphere, 
probably depends, not on the COCOM-embargoed militar y-ind ustrial 
equipment, but on machines and par ts tha t keep Cuba’s sugar mills 
and petroleum refineries operating.

Wh at should we do about this facet of our East-W est trade prob­
lem? One extreme might  be to cut off all trade with nations tha t 
trade with Cuba. The other extreme would be to abandon our policies, 
and simply compete with our friends as vigorously as possible for 
Cuba’s trade. As Secretary Rusk has told you, the administration’s 
view is not to take any extreme position. We will not retr eat  from 
our present policy as long as the Castro regime continues to threaten 
the security and stability of other nations in this hemisphere. At 
the same time, we will continue to point out to free nations who sell 
Cuba goods important to its economy tha t they are inte rfering with 
the efforts in the Western Hemisphere to curb the Cuban danger.

COMPLEX ITY  OF PROBLEMS OF EAST-WEST TRADE

In conclusion, I  believe you will find from your study tha t the prob­
lems of East-West trade are very real and very difficult to solve on any 
wholly satis factory basis. I have heretofore  made it  abundantly clear
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tha t I  favor personally the maximum of peaceful trade with the Eur o­
pean Soviet bloc countries. This is still my position. However, I 
recognize quite well t hat  it is not enough just to say tha t we should 
immediately relax our controls to the level of those maintained  by our 
COCOM friends, even i f we can do so under the present law. The 
problems are too complex. We hope that, as you study the problems, 
solutions will be found. We stand ready to cooperate with you in that 
effort.

Thank  you, Mr. Chairman.
The Chairman. Thank  you very much, Mr. Secretary. I think th at 

is a very enl ightening statement. It  presents many complicated prob­
lems and some aspects of which I certainly was not aware.

EF FECT  OF U. S.  EXPORT CONTROLS ON SOVIET POTENT IAL

Your summation as to your own view is very clear, I  think. I won­
der i f you could enlarge a bit on your views as to the effect over these 
past 10 years of our export control policies on Russia’s economic and 
military potential.

I)o you think this  has been a substantial effect ?
Secretary H odges. Xo, Mr. Chairman, I don’t th ink it has had too 

much effect.
The Chairman. You do not think so.
Secretary H odges. On the strategic items, I would not get into that, 

because as to the milita ry strategic items I think  we and our friends 
have stuck to our agreed position and it may have had an effect. But 
other than  tha t i t is so-called nonstrateg ic or consumer items. I think 
we have affected them very little.

QU ESTIO N OF REEX AM INAT ION OF EAST-WEST TRADE

The Chairman. Then it is fair  to say, leaving aside the strategic  
objections, that unless we have the cooperation of our allies in the free 
world, these restrictions don’t serve any useful purpose.

Secretary  Hodges. It  is very difficult to answer, Mr. Chairman, as 
to whether they serve any useful purpose. I think  we ought to con­
sider tha t we have been try ing  i t for years and we are now up to the 
present time. We seem to be getting fur ther and fur ther  away from 
our allies in our position, and I think it is p retty  high time tha t we 
look at the  whole thin g again. This you might be interested to know, 
you gentlemen of the committee, that in an Export Promotion Confer­
ence called by the President  under W hite House sponsorship last fall, 
attended by representative industrial concerns of the leading ones that 
America has, that 11 committees meeting independently and without 
any suggestion from anyone came out with several suggestions of  the 
same nature, tha t the  United States  ought now to take a new look at 
this whole question of controls and its East-West trade. This came 
completely from industry and professional people out in the country.

Mr. Chairman, before I go too far  could I introduce Dr. Behrman 
who is pret ty much an authority on this world trade, our Assistant  
Secretary, and Mr. Hockersmith who has specific charge o f the export 
controls and who does a great  job on that, our General Counsel, Mr. 
Giles, and Mr. Lewis, our Assistant General Counsel.
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EFF EC T OF  U .S . TE CH NO LO GY  CON  TOO LS ON  U .S . TRAD E

The C hairman. We are  very pleased to ha ve them  all.
Yo ur sta tem ent makes it  quite  cle ar th a t in most cases, or  in many 

cases at  leas t, those mate ria ls an d objects , wh eth er the y be machines  
or technolog}’ th at we den y the  Sovie t bloc, are  ob tainable  in othe r 
indu str ial ize d cou ntr ies , pa rti cu la rly W est Ge rmany and En glan d.

Se cretary H odges. I  would th in k in  a su bs tant ia l numb er of the 
cases th at  is cor rec t, wo uld n't  y ou say  so, Dr . Be hrma n ? Ex ce pt  f or  
ext rem ely  high ly  advan ced  techno logy, Mr . Ch air man . We have a 
few ap pli ca tio ns  in fr on t of  u s ri ght now  th at  we are loo kin g a t th at  
are  r at he r hig hly  advanced.  I f  I  m ight  j us t a dd  a word here , because 
th is  o vers imp lifies an d sums  u p my fee lings  on th is  line, I  t hi nk  when 
we g et  a very high ly  soph ist ica ted  p iece of  technology  o r e ng ine eri ng  
th at  no othe r na tio n has q uit e comp ara ble , t hat  we wou ld be j us t v ery  
foo lish  to  tu rn  t hat  loose and let  F ranc e, Germany , o r a ny  othe r o f our  
all ies  ge t, say, $50 to $100 million wo rth  of  suppl ies  an d equipm ent  and 
we fu rn ish the  teclmolog}’ fo r it. I  wo uld  say if  we a re  g oin g to do 
an yt hi ng  we ou gh t to get  all  the business, because we are  fu rn ishing  
the  most i mpo rtan t p art  of it.

Tha t is one of  the g reat  prob lem s fa cing  us today.
Th e Chairm an . I  do n’t quite  see wha t the ans wer to it  is ; th at is, 

wi th in  the res tri cti on s imposed und er  the  law.
Secre tar y H odges. Tha t is p art  of our  problem, s ir.

D IF FIC U LT IE S IN  CO NT RO LL IN G EX PO RT  OF TECH NO LOGY ’ TO ALL IE S

Th e Chairm an . Are  you suggest ing  th at  maybe  we ou gh t to ree x­
amine  the laws them selves? For exa mple, it  is very difficult fo r you  
to deny  a leg itimate  sale by an Am erican  fi rm to a Germ an or  a B ri tis h 
or  an I ta li an  firm , isn ’t  it  ?

Secre tary I I odc.es. Wou ld you  repe at the question, Mr.  Ch airma n.
Th e C hairm an . I t  is v ery  diff icult f or  you,  if  not im poss ible,  to deny 

the sale  by an Am eri can firm to a comp ara ble  firm in any one of  the 
West ern  Eu rope an  free cou ntri es, pa rti cu la rly Ge rmany, It al y,  and 
Eng land ?

Secre tar y H odges. Yes.
Th e Chairman . And  once th at  sale is made, then  it  is alm ost  im ­

poss ible fo r y ou to  c ontro l wh at the y do wi th  t he  prod uc t, isn ’t it?
Secre tar y I Iodges. We ll, we ha ve ce rta in  re gu latio ns  wh ich we spel l 

out.
Th e Chairman. Do you th ink they  are effec tive at  all?
Secre tary H odges. Would you  answer th at , Mr . Ho ckersmi th?
Mr . H ockersmith. Yes, si r;  I  th in k the y are effective to a major  

degree. We req uir e assurances fro m the m before the techno logy is 
tra ns mitt ed  th at  the y wil l no t use th a t tech nolgy to produc e ce rta in  
goods which we spe cify fo r sh ipm en t to  the  bloc countr ies .

Th e C hairma n. I  would  think  th at  is very difficul t to follow’ thro ug h 
an d con trol. I f  techno logy is in tro du ced int o a co un try  like Ger­
ma ny, it  isn’t very lon g before  othe r peo ple  are  aw are  of  wh ate ver  it  
is ; isn ’t th at  tru e?

Mr . H ockersmith . T hat  is cor rec t. Th e technolog}7 soon becomes 
known.

Th e Chairm an . I t  soon becomes known.
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Mr. H ockersmith. And comparable processes are developed which 
do not involve U.S. technology and then it is loose.

The Chairman. And the Germans themselves are quite ingenious in 
this field. It  is very rare  that  we have something so unique th at they 
know nothing about so tha t we can completely control it,  isn’t it  ?

Secretary Hodges. That is right , Mr. Chairman.
The Chairman. That is a very rare occurrence.
Secretary Hodges. We have a few cases, but it is rare.
The Chairman. So few that  it doesn’t very greatly  influence this 

case.

BURD EN IMPOSED ON AMERICAN BU SIN ES SM AN  BY EXPORT CONTROLS

The end result then is denial to American firms of many oppor­
tunities  to sell items which bloc countries can get in Germany, England 
and other countries. What you are doing is making  the American 
businessman bear the full burden of this control program and at the 
same time not denying in a significant way articles to Communist 
count ries; isn’t tha t what is happening ?

Secretary  Hodges. Th at is right.
The Chairman. I s that a correct  statement?
Secret a ry Hodges. I think so.
Mr. Hockersmith. Yes.
The Chairman. Then what good purpose does it  serve?
Secretary Hodges. Mr. Chairman, I  don’t th ink tha t I  could answ’er 

tha t very simply. We are  bound by law and by pressure from various 
places, and there has not unfor tunately been a clearcut administra tion 
policy that would allow us to change it  or to recommend changing.

The Chairman. I didn’t mean that as a criticism of your follow­
ing the law. It  really went to the wisdom of the law itself. I didn't  
mean to say tha t you are misin terpre ting the law. I think you, in the 
best of your judgment, a re following the  law.

But is the policy required under the law wise?
Secretary  H odges. I t doesn't seem so on the face of it.
The Chairman. It  doesn’t seem so in your view ?
Secretary  Hodges. I should make a point tha t I look at  th is thing 

a l ittle  more practical ly. I do not look at  it as politically as some of 
my associates and as some of you might . I  am a seller basically.

The Chairman. Yes.
Secretary  H odges. I believe in selling goods and I  believe in giving 

U.S. firms a chance to sell goods, always excepting the strategic items.
The Chairman. Wh at we are saying always excepts strategic goods.
Secretary Hodges. Always excepts tha t. But  I think we are very 

foolish, have been very foolish, and I don’t know what the answer is, 
to tu rn down item afte r item when they can get it  elsewhere, the same 
kind.

OBTAINI NG  a QUID PRO QUO FOR U. S.  TRADE W IT H SOVIET BLOC

And second, to furnishing philosophy on this, I think tha t we 
ought to, in looking at the law, in looking at the whole thing, we ought 
to take a good long look at cleaning up the situation that keeps us 
from doing a quid pro quo job.
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In  other words, I don’t like to give something to the Soviets or 
Soviet bloc countries unless we can get something in return .

The Chairman. Since you brought that up, I noticed tha t in your 
statement you made tha t point about a quid pro quo. What did 
you have in mind as an appropria te quid pro quo that you could 
require from the Communist countries?

Secretary Hodges. Well, there are many.
The Chairman. What type of things do you think could be 

practical ?
Secretary Hodges. Of course you would have to clean up—put it 

this way—you would have to clean up certain things tha t are now 
either stopped by law or tha t the Soviets themselves have not been 
willing to clean up, such as the whole lend-lease situation.

But we have certain situations such as respect for patent rights , 
copyrights, making  prototypes, and many agreements tha t we want 
to make with the Soviets th at they would be bound by if we gave them 
these things.

QU ESTIO N OF SOVIET ATT ITUDE REGARDING PA TE NT  AGREE MENTS

The Chairman. Have they been approached for tha t kind of quid 
pro quo?

Secretary Hodges. I would doubt it, Mr. Chairman, although I 
can’t answer it absolutely.

The Chairman. You don’t know w hat the ir attitude  might  be?
Secretary  H odges. I don’t. Do you have anything on this, Dr. 

Behrman ?
Mr. Behrman. Thei r attitude is changing a bit on the use of a 

patent system inside the Soviet Union, the extension of  those right s 
to foreign companies th at wish to file. There is some evidence that  
there is reception to an initiative in this area.

The Chairman. Other countries, you think, have obtained such 
agreements ?

Mr. Behrman. No, sir; there are some agreements on protection in 
some of the bilateral arrangements with European countries b ut cer­
tainly there is not an extensive patent  system in the Soviet bloc coun­
tries as there is in the Western European  countries.

Secretary Hodges. Would you add anything for the chairman and 
gentlemen about other  things  th at we migh t seek as in quid pro quo? 
Dr. Behrman?

Mr. Behrman. We still have problems on copyrights. There are 
problems on commercial arbitra tion, on protection of industr ial prop­
erties other than  patents, on methods of trading with the State tra d­
ing operation.

These are things certainly, Air. Chairman, which would come into 
a discussion of ways of expanding tr ade  with the bloc.

EF FE CT  OF UN ITE D STATES-SOVIET BLOC TRADE POLIC Y ON BALANCE OF 
PA YM EN TS

The Chairman. Reverting to tha t previous question, does our 
policy have any substantia] effect upon our balance-of-pavments 
problems?
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Secretary Hodges. Not as we can now see it, Mr. Chairman, noth­
ing substantial. I think tha t this  present wheat deal situation  would 
probably amount in dollars to as much as we had talked about in 
connection with the balance of payments. I don’t think any final 
agreement with the  Soviet would bring  in tremendous trade.

I don’t want to leave tha t impression. I don’t know of tremendous 
trade tha t we would want from them. But tha t again has not been 
searched out, Mr. Chairman.  The Soviet trad ing  people when they 
come over, and you can’t be quite sure what they mean or whether or 
not they are giving you the whole story, they say there is a whole 
lot of things  we have tha t we can sell you, and there is a whole lot 
of th ings we want to buy from you.

But, of course, with  all the restrictions  we have and not having set­
tled some of the problems that face us jointly, there isn’t much to talk  
about.

You have a one-shot deal like the wheat situation, and tha t is about 
all you can ta lk about o f any size.

EFF ECT OF  S H IP P IN G  REQ U IR EM EN TS ON  U .S . SA LE S TO SO VIET  BLOC

The Chairman. In  view of your statement that you favor an ex­
panding tr ade outside of the strateg ic field, how do you reconcile that 
with the recent action requiring 50 percent of a ll grains sold, not just  
wheat or wheat flour, to be shipped in U.S. ships? Doesn’t tha t, in 
effect, make it more difficult for us to sell to the bloc because of the 
difference in the  price of shipments ?

Secretary Hodges. Mr. Chairman, this could be a long story, but 
I will try  to make i t as short as I can. Yes; it makes it more difficult 
to trade, to require 50 percent. But I  think that if we can get the 50 
percent as we are current ly getting on the present orders, then I  th ink 
it is good for our tota l business including our merchant marine and 
shippers to require it.

The Chairman. If  th at grain  is available in Canada, are you going 
to get it?  Why would they pay more fo r our wheat than they pay the 
Canadians?

Secretary Hodges. Mr. Chairman, I don’t think they would pay 
us any more for our wheat. They have said so. As I  said, foolishly 
or otherwise, in a press conference last week I  don’t see why in the 
world they trade  with us at all with the problems they have t rying to 
get trade with us, with all the agencies involved, all the requirements, 
and all the restrictions.

estimate of goods sold to u.s.s.r. by other countries due to u.s. 
RE ST RI CT IV E PO LI CI ES

The Chairman. Have you estimated what portion of the goods sold 
bv other free world countries to the Soviet Union cannot be bought 
here because of our  restrict ive policies? Have you made any calcula- 
t ions ?

Secretary Hodges. Mr. Chairman, I  don’t know how we would have 
anyth ing th at I can give you on that.

The Chairman. It  is very difficult, I  know. I wondered if  anyone 
on your staff had made any such estimate.

Secretary  Hodges. No. sir.
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QU ESTIO N OF FREER TRADE POLIC IES  IX  SAT ELLITE COUNTRIES

The Chairman. Did you happen to notice an a rticle in yesterday’s 
newspaper, I think i t was the Post, about Rumania and the changing 
attit ude  of the Rumanians toward free world trade ?

Secretary Hodges. I did not see that part icul ar article, sir, but I 
do know there seems to be a trend on the part of Rumania to  a little 
more freedom in trad ing with the West as compared to what they 
had before.

The Chairman. This article went quite  far in saying tha t the Ru­
manians were showing a disposition to go on th eir own, to  be quite 
independent or much more independent than they formerly had been 
of Russian  domination in their  foreign trade.

Is that  in accord with what you know about it ?
Secretary  Hodges. Yes, it is. We have a very distinc t impression 

tha t that  ties in with Mr. Khrushchev’s rather happy  remark they 
were getting too old to spank.

The Chairman. Getting too old to spank ?
Secretary H odges. Yes, the satellites.
The Chairman. He has some difficult political problems tha t inhibit  

him from spanking them, too, doesn’t he ?
Secretary Hodges. Yes, he does.
The Chairman. Senator  Sparkman, do you have questions?
Senator Sparkman. I will pass, Mr. Chairman, for the time being.
The Chairman. Senator Carlson.

effect of shipping order on agricultural trade with soviet bloc

Senator Carlson. Mr. Secretary, I appreciate  very much your ap­
pearance here this  morning. I am a little  concerned about the fol­
lowing statement you mad e:

I have here tofo re made it a bundantly clea r t ha t I  fav or the maximum of peace­
ful  t rad e with the  Europea n Soviet bloc countr ies.

It  was just  last  week, I think, tha t your Department issued an 
order on sh ipping  which will, in my opinion, practically close off trade 
with these satellite countries in agricul tural  products.

Secretary  Hodges. Senator Carlson, if you don't mind my saying 
this, you are speaking wi th logic and you don't necessarily have logic 
in the Federa l Government.

Senator Carlson. Someone suggested tha t was an understatement. 
But  frankly, I have your own figures here which show—a table 
here—in 1960 we sold to the satellites, including Poland,  $129,959,000 
of agricul tural products, in 1961 it was $69,672,000, out of a total  of 
$90 million of our trade with these countries, in 1962 it -was $86,968,- 
000 and a total trade with these countries of $94,042,000.

Coming from an agricultura l State, and looking forward to the 
tarif f rounds which will be tak ing place in May in Geneva, I  would 
like to ask if tha t isn’t another indication that  agr iculture is going to 
be traded down the river?

Secretary Hodges. I wouldn't go all the way with you down the 
river, but it certainly  is a bar to freer  sale of agricultural products  
of the United States. I think, answering in two parts , and I will 
be as direct as I can, certainly there is a restric tion of 50 percent.
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Keep in mind, Senator and gentlemen, th at 50 percent is applicable 
to gram s including wheat to the Soviet and the Soviet bloc, the Soviet 
satellites; not to other agricultura l products. There  is no restr ic­
tion now on the  shipment or sale of agricultural products  other than  
grains including wheat.

Now on the Kennedy round, tha t is an ent irely separate subject but 
I would say I have been deeply concerned f rom the beginning, even 
the time of the Trade Act, about agriculture using the chicken war as 
a symbol only. I think that we need to be pret ty tough, which we 
haven’t been too much in the past in dealing with the people on our 
trade in the tari tf negotiations.

Senator Carlson. I apprecia te very much your statement on that.
I helped write the T rade Act.
Secretary Hodges. Let me correct what I said. The res trictions we 

put on recently—on the administration policy—we restrict shipment 
to Russia itself of all grain  including wheat, but to the satellites, wheat 
only.

It  doesn’t include other grains.
Senator  Carlson. As I understand the order you issued last week, 

the shipping preferences previously to tha t time had been on wheat 
and wheat flour ?

Secretary Hodges. That is right.
Senator  Carlson. I s tha t correct ?
Secretary Hodges. That is right.
Senator Carlson. Now does it not include such items as barley, 

corn, grain  sorghums, oats, rice, rye, and other  grains  tha t are destined 
for the Soviet Union ?

Secretary  H odges. That is righ t, to the Soviet Union itself, not the 
satellites.

Senator Carlson. In  other  words, as you stated yourself, why can 
we or why should we expect even the satelli te countries to be concerned 
about buying our wheat and wheat flour if they can get the ship­
ments on other bottoms at a reduced rate?  Why should they?

Secretary  Hodges. I don’t think  they should.

DIF FE RENCE BETW EEN  S H IP P IN G  RA TES TO SO VIET  BLOC

Senator Carlson. I am greatly concerned about it. What would 
be a low rate on a foreign bottom for haul ing wheat and wheat flour 
to any of these countries? First Russia has been concerned, but now 
we are taking in the entire bloc. What would be a low rate ?

Secretary  H odges. It  depends on the size of the  ship you know, and 
this is again a technical success. We have put out guideline rates 
from the Maritime Administration which is a part  of Commerce say­
ing t ha t on ships of such and such a tonnage, that  the  rates  shall be no 
more than so and so, let’s say 18—Mr. Giles, you could tell it. Say 
it right, out.

Mr. Giles. Senator, the rate  for  foreign ships to the Black Sea ports  
from the United  S tates migh t average $11 right now, or $11 or $12 as 
compared with $18 on the American ship.

Senator Carlson. Would I be correct in saying tha t some ship­
ment of wheat on foreign bottoms is as low as $8 ?

Mr. Giles. I think tha t is correct. The market is quite  volatile.
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Senator  Carlson. And the U.S. ships yon say would be $18?
Mr. Giles. From the gulf port area, the per-ton rate to Black Sea 

ports is now, the ceiling rate is $18. From the North Atlan tic ports it 
is about $16.

Secretary  H odges. It  could go under th at but this is the maximum 
they could charge.

Senator Carlson. In other words, it could cost 100 percent more to 
carry  i t on a U.S. ship compared with a foreign bottom?

Secretary  H odges. I don’t believe it would do tha t on the average. 
It  is high enough, but I don’t believe it is 100 percent more on the 
average.

Mr. Giles. No.
Senator Carlson. But it is a substantia l amount  at least.
Secretary  H odges. That is right . I agree with tha t statement.

HA RM FU L EFF ECTS OF MAR ITIM E RESTR ICTION S

Senator Carlson. When a country, either a satellite country or the 
U.S.S.R., buys this grain  and pays for it, it just seems to me tha t 
it should be privileged to suggest or at least hire whatever trans­
porta tion it needs to get it over there. If  I were there I would t ry 
to do the same things and I think  they are entitled to this. I t con­
cerns me greatly  because it just  seems to me tha t here we have a mar i­
time union that is practically closing down the shipment of enormous 
quantit ies of  grains, of which we have surpluses. Not only that, but I 
think that some of these food produc ts tha t we have been sending 
over there have been helpful in some of our international problems.

Is there any hope of gettin g any correction in this situation?
Secretary Hodges. Answering with complete candor, Senator, I 

don’t see any immediate correction of  this.
Senator Carlson. Is it not true  that while Russia started out  to buy 

probably four million tons of grain,  they have bought less than 2 
million ?

Secretary H odges. No; 1,700,000 tons they have bought.
Senator Carlson. 1,700,000 tons?
Secretary Hodges. Roughly that.
Senator Carlson. And is it not a fact tha t they have paid gold or 

dollars for every shipment?
Secretary H odges. Yes, sir.
Senator Carlson. Is that not in our interest, in your opinion, in 

solving our balance-of-payments problem.
Secretary Hodges. Very greatly  so.

QU ESTIO N OF AP PL YING  CARGO RESTR ICTION S TO IND USTR IAL  GOODS

Senator Carlson. As one who has consistently supported the sale of 
wheat and wheat products to the Soviet Union and the sate llite coun­
tries, I  regret this  situation very much. I am hopeful tha t as our com­
mittee gets into this, we can at least see if we can’t do something 
about the situation. Has there been any thought of applying these 
ocean shipping rates to industrial  goods?

Secretary H odges. What do you mean by that, Senator  ?
Senator Carlson. I mean why jus t limit that 50 percent in U.S. 

ships to agr icultu ral goods ? Why not also to indus trial goods ?



EAST-WEST TRADE 73

Secretary Hodges. You might  want to answer that, Mr. Giles.
Mr. Giles. Senator, there hasn 't been to my knowledge any sug­

gestion tha t this type of cargo preference be extended to industria l 
goods.

Senator Carlson. In other words, this  is a case of fish for one, 
fowl for the other, when it comes to dealing with two great phases of 
our economy.

Frankly , I don’t appreciate  the situation from an agr icultural stand­
poin t since I am looking down the road in years to come when it 
comes to trad ing in agricultural products. I think we are going to 
be in serious difficulty. And I know the  Secretary is doing all he can. 
I am not critical of the Secretary, I can assure you, but I  hope that as 
we get into this Kennedy round, we will certainly have some assist­
ance. I thank you very much.

Mr. G iles. Yes, sir.

GRA IN  PO LIC Y  A N  A D M IN IS TR A TIO N  ORDER

The Chairman. Wi th rega rd to that last question, this policy on 
gra in is merely an administrative decision, is it not ?

Mr. Giles. That is rig ht, tha t is an admin istrative order.
The Chairman. Can you tell us why you picked out grain? 
Secretary Hodges. Because grain  was what was considered at tha t 

time. That is what Russia wanted to buy in quanti ty.

D IS TIN CTIO N S IN  S H IP P IN G  RE GULA TI ONS

The Chairman. You testified they wanted to buy  plants, fertili zer 
plants, or fertilize r. Why don’t you apply  it to tha t?

Secretary Hodges. You have got a full cargo situation, Mr. Chair­
man, in connection wi th this  agricultural thing.  The other  you may 
ship a single machine or just  a piece. I don’t think as a practica l 
matt er it is the same. Actually, from the competitive angle i t is not 
the same industrially . We are working in an entirely  different field 
of try ing  to get rates of shipments of steel or machines to  the other 
countries as low as the o ther countries to us.

That is still another story. Our industr ial people are a t a disadvan­
tage. This has been going on for a long  time, Mr. Chairman.

The Chairman. You mean generally, even to free world countries?
Secretary Hodges. Yes, yes. It  is a strange thing that, we don’t hear 

from our business and industrial  friends about these things, but you 
hear f rom our agricultura l f riends constantly, and I don’t blame, them.

Senator Symington. If  the Chair will yield, what do you mean 
by th at  ?

Secretary  H odges. I mean by tha t th at at the  time the distinguished 
committee of the Senate decided under Senator Douglas to invest igate 
ocean fr eigh t rates, I don’t believe we had five letters in our files from 
all the people in America put togethe r complaining about the fact 
tha t there was a difference. Tha t is what I mean. But there is a lot 
of difference and a lot of things ought  to be cleaned up. In other 
words, we ship something to Germany, it costs more to ship U.S. 
goods than it  costs to bring the comparable thing the same distance 
between the same two ports, in many cases.
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The Chairman. On the same line ? This  sounds like the old freight 
rate differential tha t existed here in the United S tates for many years.

Secretary Hodges. I don't  think there is much difference, Mr. 
Chairman.

The Chairman. How did it  come about?
Secretary Hodges. I don’t want to come to any final conclusion be­

cause again this is subject to many, many phases, many facets, and 
tha t is being investigated—not by us, because 2 years ago, 2y2 years 
ago, you amended the  law, and the regulatory phase, including rate ­
making, is now in the Maritime Commission headed by Admiral Harl- 
lee which we have nothing directly to do with.

But we have been furnishing information and trying to get them 
to get it out so they will look at it and he is making some progress. 
But I might say in all candor tha t the  instigation and the push came 
from the Senate and not from the administration  and not from the 
public, not from industry itself.

The Chairman. That is a mystery to me. I don't quite under ­
stand how that got  started.

EXAM PLE OF VAR IATION IN  SH IP PIN G COSTS

Secretary Hodges. I think  I am oversimpli fying it which I have 
to do to understand it myself.

A ship goes to Antwerp with a load of goods from the United States 
and say they charge $28 a ton. It  doesn’t have quite as much to come 
back as we ship more than any other  nation. It  doesn’t have quite 
as much to  come back and they make a little  different rate to encour­
age the filling up of the cargo coming back this way.

Tha t is what they say.
The Chairman. What the sh ipping firms say ?
Secretary I Lodges. Yes; tha t is what they say.
The Chairman. What  do you say ?
Secretary I Iodges. Well, I th ink that -----
The Chairman. Do you think  it is true ?
Secretary Hodges. A ton of steel or a pound of milk or anyth ing 

else, th at as you go from one p ort to another you ought to have the 
same beneficial rate, the low rate for the U.S. goods, as you have for 
othe r goods. I think th at is the only fai r way to put  it. I can’t get 
into technicalities  as to why conference rates do this or that . I am 
jus t saying simply that we ought  not pay any more than the other 
fellow. We have been too long at a disadvantage. Up to now we 
have been able to afford a lot o f disadvantage, I think.

Senator Symington. Mr. Chairman, may I ask a question in 
context  ?

The Chairman. Yes.
Senator  Symington. Are you ta lking about the American ship that 

goes from New York to Antwerp  and the same American ship that  
comes from Antwerp to New York ?

Secretary Hodges. It  could eithe r be that, Senator, or i t could be a 
foreign ship plying  back and forth between the two ports. I would 
not want to say specifically, I  would have to check whether or not it 
is the Excalibur or some part icular ship. I presume that would be 
possible.
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I know it happens in the other.
Senator Symington. Are you stat ing that  at times the American 

ship owner, af ter  the goods are shipped from here, in his ship, makes 
a more favorable rate on what is imported into this country than  he 
gives the American producer on what is exported from this coun­
try?

Secretary II odges. Tha t is right.
Senator Lausciie. Do the unions have anyth ing to do with this?
Secretary II odges. No, sir. They don't  have anyth ing to do with it.

DIFF ER EN TIAL  IN  CON FER ENCE RATES BETW EEN EXPORTS AND IMP ORTS

Senator L ausche. Why does the shipper then charge less bringing 
in goods than  he charges taking them out? Does he try  to recoup 
a bit in order to avoid coming back with an empty ship ?

Secretary Hodges. I said, Senator Lausche, t ha t this x ship going 
over at a fixed conference rate, so much a ton, tha t he or his com­
petitor, whichever it may be, will charge less for  the same item coming 
to this country. Now there is no recouping from that , and I don’t 
know tha t he charges any higher to get it over there.

Senator  Lausche. If  he didn’t charge less, some foreign carrier 
would.

Secretary H odges. Exactly.  I agree  with that.
Senator Lausche. So he is tryi ng to recoup. He has to pay the 

workers. He has to pay the crew. And it is bet ter for him to come 
back with the reduced rates than to come back without any cargo at 
all and still  pay the worker. Isn ’t hat  about it ?

Secretary I Iodges. Go ahead, Mr. Giles.
Mr. Giles. Senator, I think what is involved here, tha t the Secre­

tary  re ferred to, is not the compet itive rate as between American ship­
owners and the foreign, but the rates set by the shipping confer­
ences.

Senator  Symington. Will you use the microphone please, so we can 
hear ?

Mr. G iles. Tha t is the ra tes set by the shipping conferences, which 
means that the same low ra te on your imports would be charged both 
by the foreign and by the American shipowner. And in some cases, 
in some instances as it was brought out, there was a differential be­
tween the conference rates applicable  to exports from the United 
States and the same goods being imported into the United States. 
That was the point that was raised.

Secretary Hodges. You may note , gentlemen, tha t recently some of 
the shippers, the individua l shipp ing companies, have withdrawn 
from the conference which sets these rates.

Now your other distinguished committee of the Senate is going 
into th is very thoroughly so you can get from them the total informa­
tion on this subject.

The Chairman. Senator Sparkman.

rates set by shipping conferences

Senator Sparkman. I  just want to pursue that  a little  further. Tha t 
study tha t you referred  to was one made by the Joint Economic 
Committee, wasn’t it?
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I may say tha t a report has been put  out, and if any individual 
Senator  would like to read it, I think he would find i t most helpful. 
But Mr. Secretary, going back just a l ittle  b it on something tha t was 
suggested by the chairman, isn’t this situation comparable to one tha t 
we fought against for a great many years in the South, agains t the 
favored territo ry of the United Sta tes on railroad rates ?

Secretary Hodges. Senator, I made a pledge to myself I was going 
to be a member of the national cabinet, I wasn’t going to discuss the 
South. I do not take exception to what you say.

Senator  Sparkman. It  is all right to discuss it  now because it has 
been straigh tened out afte r a long, long time, but it did take a lot  of 
hard  work to get it straightened  out.

Now as I understand these rates, going into this just  a little  bit 
further,  these rates are  set by the conference.

Wha do you call tha t—the shippers conference?
Mr. Giles. Ship ping  conference; yes, sir.
Senator  Sparkman. Shipping conference. And any ship company 

or shipowner who is a member of tha t conference is bound by the 
rates tha t are se t; is th at correct?

Mr. Giles. That is right,  yes sir.
Senator Sparkman. And it doesn’t ma tter whether it is an Ameri­

can ship or a foreign ship. And the only way tha t they can avoid 
this is to withdraw from the conference; isn’t tha t righ t ?

Mr. Giles. Yes, sir. These are voluntary conferences in the sense 
tha t each ship line can belong or not, and I don’t want to give the 
impression tha t there is nothing good about the shipping conferences.

Senator Sparkman. No. I was going to ask if there are certain 
advantages that the shipowner gets out of them?

Mr. Giles. Yes; keep in mind tha t there is no in ternational body 
which can sit at the top of all your shipp ing situations and maintain 
some degree of order  such as we have within the United  States; an 
ICC sitting over all on rai lroad  rates and tha t sort of th ing. No one 
nation is yet to the point  where it will give up its sovereignty, you 
might say, with respect to its own shipping  ra tes to an internat ional 
body or to some other country. So we have had for many years a 
long history  of these shipping conferences, and they perform a very 
useful service in many respects.

In other respects there have been questions raised as to whether 
the shipp ing conferences have operated completely fairly and in the 
best interests of our country.

In  many o f these conferences our American shipowners or shipping 
companies are pret ty much in the minor ity numerically, tha t is, with 
the foreign shipp ing lines substantially outvoting them so far  as the 
numbers go. But th is is j ust one of the problems that has been brought 
to l ight so fa r in s tudying  our  export-import rates and the difference 
between them.

COMPARISON OF U .S. EXPORTS AND IMPORTS

Senator Sparkman. Mr. Secretary, how do our exports compare 
with our imports at the present time? How are they running?

Secretary  Hodges. We have a balance, sir. We have a favorable 
trad e balance. We exported last year something over $22 billion
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worth, including  cer tain Public Law 480 items. We had a net t rade 
balance of probably $2.5 billion, something like that, not counting 
U.S.-financed exports, we imported about $17 billion.

I am using very round figures. But  still our balance of payments is 
on the red side.

Senator Sparkman. Yes.

LOW EXPORT PER CEN TAG E OF U. S.  GROSS NA TIO NA L PRODUCT

Secretary Hodges. Bu t I want to, instead of leaving the impres­
sion we are doing very well, we are still export ing less percentage­
wise of the gross national product than any industr ialized nation  of 
the world, by all odds, a very g reat discrepancy.

Senator Sparkman. Th at would n ot include the Red bloc countries. 
That would not include Russia, for instance ?

Secretary H odges. You mean our percentages  aga inst the irs ?
Senator Sparkman. Yes.
Secretary Hodges. We don’t know what their percentage is really.
Senator  Sparkman. I was under the impression tha t Secretary 

Rusk gave us comparable figures on those two, th at it showed Russia 
to be a good bit less.

Secretary Hodges. Well, it could be.
Senator Sparkman. Less than the United States.
Secretary Hodges. I t could be. I should have used the expres­

sion “industrialized free world countries.”

PRES EN T LAW IN H IB IT S CO MP ETITI ON  AND  CONTROL

Senator  Sparkman. Yes. Do I understand from your presentat ion 
tha t under the law as it stands at the present time, and under the 
various restrictions that you have, it is very difficult either to com­
pete with other free countries in East-W est trade, or to control those 
countries with reference to certain goods tha t we should not like to 
see t raded with the Iron Curtain countries?

Secretary Hodges. That is righ t, Senator, that is very much so. 
We are now, not counting the general license which runs into the 
thousands constantly, we are hand ling about 700 cases a day in the 
export control function  of  the Depar tment  of Commerce, about a $4 
million job, employing about 300 people keeping up, and more than 
hal f the time we are arguing among ourselves what we ought to 
do with the  other p arts  of the Government.

EXPO RT CONTROL ACT;  BAT TLE ACT

Senator  Sparkman. We amended the Expor t Control Act the 
year before last, didn’t we?

Secretary Hodges. Yes, sir ; in 1962. Tha t is on the economic side 
of it , so to speak.

Senator Sparkman. The Senate a few years ago passed some amend­
ments to the Batt le Act. Do you recall those ? The House never did 
pass them.

Secretary Hodges. I do not.
Mr. Hockersmitii. Yes, sir. This  was an amendment, I think, 

the one you are t alking about, an amendment which would have per- 
30 -6 42 — 64— pt.  1------ 6
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mitted the Presiden t to make exceptions with respect to particular 
countries within the Communist bloc, where there was an indication 
tha t those countries were pulling away and gaining a degree of in­
dependence.

Senator Sparkman. If  that amendment had become law, would that 
have helped the present condition ?

Mr. II ockersmith. No, si r; it would not.
Senator  Sparkman. It  wouldn’t have had any real effect on it ?
Mr. H ockersmith. It  would not, because this law applies to the 

giving of aid to other countries, and what they may ship, and not to 
the export situation.

Senator Sparkman. Yes, th at is righ t. Tha t is all, Mr. Chairman. 
The Chairman. Senator Mundt.

RE LA TION SH IP OF EAST-WEST TRADE AND U. S.  AID PROGRAM

Senator  Mundt. In your first analysis, Mr. Secretary, you l ist the 
desiderata  which you say should be kep t in mind in conjunct ion with 
East-West trade—three problems. I wonder if there is not a four th 
one which this committee and the adminis tration  should keep in mind 
in these studies, and that  is the relationship of East-West trade to 
the whole concept of the program of aid to countries in the free world. 
At least i t is my position tha t we cannot consider East-West trade in 
a vacuum, apart from the fact tha t pa rt of our policy in this world 
also involves a program which has resulted  in a total  expendi ture now 
of over $100 billion of aid to the free world.

I was wondering why you didn’t include tha t among the considera­
tions we must keep in mind.

Secretary Hodges. Senator, tha t would be too complicated for me. 
I think  we are  ta lking  basically here about the question of t rade  and 
the control of trade.

As to what relations  it ought to have to aid in the future , I can’t 
discuss the past, I do not know except tha t aid is not in our Depart­
ment.

It  would be handled in the State Department. I am sure th at con­
stantly , day by day, tha t when the aid people are  talking,  tha t they 
ought to be looking a fter  the interests of the United States in getting 
goods from the United States sold abroad. I am sure tha t comes 
up from time to time.

PROBLEMS OF TRADING W IT H CO MMU NI ST  COUNTRIES

Senator Mundt. I am not try ing  to say w’hether the aid program is 
good, bad, justifiable or nonjustifiable, or productive or counter­
productive. But I am trying to point out tha t you can’t have one seg­
ment of the Government dealing exclusively with trade and aid pro­
grams with the Communist pa rt of  the world, and another part of the 
Government existing and working tota lly and exclusively with the 
problems of free countries which are try ing  to resist the encroachments 
of communism, and the left hand not knowing what the right hand is 
doing. This is a governmental problem, a global problem as I see it, 
and not one that  you can isolate into wate rtigh t segments and say that, 
on the one hand, we have a Department o f Commerce problem involv-
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ing East-West  trade, and, on the other, we have a foreign department 
problem involving aid to countries which are outside of the Communist 
umbrella.

Let me put  it  more simply,  because, like you, I am a simple fellow, 
and I have to oversimplify matters in order to place them in 
perspective.

I don’t think  you have made any recommendations for change. 
You have simply presented a problem; am 1 correct about that , Mr. 
Secretary  ?

Secretary H odges. Basically, we are differing the s tatus.
Senator Mundt. You say we have a problem and I agree. For 16 

years we have tried  to prevent a part of the world from growing 
stronger by restr icting  our trade and encouraging others to restr ict 
thei r t rade  with  them. What bothers me is that now we are talkin g 
about a program which is designed to help the Communists, who 
would hurt those free countries which we are endeavoring to prevent 
from being hu rt with our aid program.

It  is jus t as simple as that . I think  it is a totally incredible assump­
tion to believe that the American public is going to stand  still fo r more 
than  a year, maybe not tha t long, for a program tha t says we are  
changing our foreign policies, our Government relationship to the 
Communist world, by going along now with Gresham's law of money 
and adopting the poorer programs, the weakest programs, and the 
least defensible p rogram  tha t our allies  have adopted, and expanding 
our trade  with the Communist bloc. By pursuing this po licy-even  to 
the extent of perhaps g iving the Communist bloc lower shipping rates, 
longer-term credits, and low in terest rates—we a re going to expand 
the power of the Communist countries, while at  the same time we are 
going to continue to ask the American taxpayer to continue to supply 
money for an aid program to strengthen the free world against  the 
attack  of the Communists we are now endeavoring to strengthen with 
a trade program.

I don't  th ink you can divorce the  two. I think we are like a blind 
man walking out in the middle of high  noon, jus t failing to open our 
eyes. And you don’t relate the whole problem to all its parts. I t is 
inconceivable to me tha t you can present to the  American public tha t 
kind of a two-headed monstrosity. We can’t have it both w’ays. 
Either  we want to streng then the Communist world—and you can 
build a hypothesis tha t maybe th is is the way to  get credit. I f  tha t 
is the program, let’s kiss goodby the aid program which has worked 
for 16 years sta rting with the Marshall plan in Greece and Turkey f or 
which I  voted. I have supported most of the aid program. But you 
are looking at one Senator who is not going to suppor t a self-defeating 
program where we, on the  one hand, strengthen one side of the world's 
capacity to destroy the free world, and then say, on the other hand— 
so th at the blow will not come as fas t and it won’t be so sudden—“we 
are going to continue to st rengthen  your capacity to resist this Com­
munist power tha t we are doing our best to strengthen with t rade , with 
credit, with subsidized shipping rates, and with other things.”

Does tha t make sense to you, or  does th at sound entirely  like just 
a South Dakota treaty ?

Secretary H odges. It  is a good statement.
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committee's review of east-west trade policies

Let me say for the record, because you put  into the record it looks 
like the  administra tion is going to do thus-and-so for the Soviets, in ­
cluding long-term credits and low-interest rates, th at those things are 
not true at the moment. Whether they will ever come true-----

Senator  Mundt. I know they are not time at  the moment, but we 
are moving up to a new moment of tru th,  it seems to me, by these 
hearings.

Secretary  Hodges. I would say t ha t if you want to raise the basic 
question that  we ought to take a new look at  our East-West trade, and 
at the same time, because of the arguments  you use, that  we ought to 
take a new look at  our aid, I  would disagree with that. Where there 
are complications and cross purposes, I  th ink we ought to take a look 
at it.

I would like Dr. Behrman to make any comment he wishes about 
this aid program and why we can’t comment on it in detail.

Senator Mundt. I am not alleging th at these changes were happen­
ing now, but we are having hearings to take a new look and I want us 
to look at the whole problem and not just  divorce the aid program 
from the t rade program. If  you feel they should be divorced, 1 cer­
tainly would like to know why.

Mr. Behrman. Fir st, Senator, we do not divorce these ourselves. 
We have spoken, as the Secretary has related, mostly to responsibili­
ties of the Department of Commerce under the Exp ort Control Act. 
The relationship of aid and trade of the other free world countries 
to the Soviet bloc does come under the Batt le Act and we do work 
with the other departments on the implementation of tha t responsi­
bility through, again, an interagency committee. So we are not w ith­
out comprehension and understanding of the difficulties which you 
yourse lf have raised.

MU TU AL  BE NE FIT OF PE AC EF UL  TRADE W IT H  THE BLOC

As to the objective of strengthening the Soviet bloc through  t rade, 
obviously trade is a means of increasing production, productivity  by 
whoever engages in it.

It  is the best way of gaining certain goods.
Senator Mundt. It  is good for both sides.
Mr. Behrman. It  is of mutual benefit, and it is the mutuality of it 

tha t we are concerned with. We think tha t we gain through an ex­
pansion of peaceful t rade with the bloc. They are not gain ing always 
a net  advantage over us in trade,  which we careful ly watch as we go. 
So that  we don't consider this a net addition to the strength of the 
Soviet bloc every time there is trade between the Eas t and West.

It  is a mutual benefit.
Also we do consider th at there is a long-run benefit in opening up 

economic contacts with the bloc in the area of peaceful trade.
Also there is another point on th is same argument. As the Secre­

tary has clearly  indicated, we are not in a position to prevent certain 
types of trade which will be carried on by Western European coun­
tries  regardless of our attitude, so long as there is the relaxation of 
direct conflict.
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AID AS ME ANS OF ST RE NG TH EN IN G LESS DEVELOPED COU NTR IES

As to the aid program itself and its objectives, these are aimed 
at strengthening  the internal economies of these countries, and gen­
erally their export capacities, so tha t they can stand on their own and 
make thei r own decisions. These are inter rela ted as you point  out, 
but they are also separate. If  we can streng then the less developed 
countries by our assistance, they then are able to sustain themselves 
agains t the threats or the efforts of the Communist world, and whether 
or not our aid  is directed wholly to preventing them from trading  with 
the bloc is something that I think again we cannot control.

We are not tha t much in power over the decisions of the Western 
European countries.

QU ESTIO N OF ST RE NG TH EN IN G THE CO MMUN IST ECO NOM Y BY TRADE

Senator Mundt. I assume then we start out with this agreement, 
tha t trading, expanding trade with the Communist bloc, does 
strengthen the Communist bloc. Otherwise they wouldn't t rade. You 
say properly tha t i t also strengthens the  United States because we are 
expanding our trade.

Is that the position ?
Secretary  I Iodges. Tha t is true  in theory of course as the reason that 

they do it. Our own trade with them is so small tha t it doesn't help 
or h urt one way or the  other.

Senator Mundt. By tha t 1 presume you mean t hat  we are strong 
now and tha t consequently we don' t get strengthened as much. But 
this, you see, simply emphasizes the point tha t I am making.

QU ESTIO N OF TRADE W ITH BLOC W EA KE NI NG  AID RE CIPIE NT S

Maybe as we strengthen ourselves a little  bit we strengthen the 
Communist bloc substantia lly more because it has great inefficiencies, 
because we all believe t ha t the Communist economy is not as produc­
tive as ours. But in strengthening the Communist bloc, and in 
streng thening  the United States, we still make comparably weaker the 
free countries of the world who are not beneficiaries of  that . Tha t 
is the point  I  am making.

We are strengthening the power o f the Communist bloc to attack 
those who then get increasingly weak bv comparison, and they call 
out for an expansion of aid. It just can't work th at way. We have 
to have consistencies in this program some place, haven’t we ?

Secretary Hodges. Senator, i f you don't  mind, I don' t want to argue, 
but I would like to point out I think  you are really oversimpli fying it  
now. We are not affecting the Communist bloc to thei r strengthening 
very much because, as we point out, what we are doing is about 1 per­
cent only of our total exports, and tha t includes some of these recent 
sales.

Senator  Mundt. May I suggest, if I may inter rupt,  that  you can't 
play this game by percentages like you do horses. If  you help them 
jus t 1 percent—but tha t 1 percent happens to give them chemical 
plants  tha t they lack totally , that  is tremendously significant assistance 
to the Communist bloc?
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Secre tar y H odges. W ha t we are tryi ng  to br in g to you to  be o f any 
he lp we can, and then  you in  tu rn  to  be of  he lp to  the ad min ist ra tio n,  is 
wh at are the alt ern atives? W ha t do we now do?  I f  you di dn ’t have  
thes e al lies  t hat  were shipp ing the m an ythi ng  pr ac tic al ly  th ey  wa nted, 
ge tti ng  str ate gic out o f th e wav, we wouldn 't have the  problem  because 
we a re the  most, i dea list ic na tio n in all the world . We  t ry  to  l ead  the  
way and so forth .

I f  you di dn ’t  have  these do ing  i t we w ouldn 't be her e ta lk in g about 
the  thing  to day . We  would ju st  sta y awa y fro m it  an d let  them sta rve 
or  wh ate ver  happens to  them . Th ey  do usua lly  do it inc ide nta lly . 
They are  p re tty well self-sufficient. I do no t t hi nk  w hat we are doin g 
wi th the  Com munist  na tio ns  is nec essarily weake ning thes e othe r na ­
tion s we are  tryi ng  t o help .

I could n’t b uy  tha t.
Se na tor Mund t. I t  is a m at te r of  com par ison. You  ca n’t he lp bu t 

weaken th e othe r n ati on s w hen you str ength en , as wye al l agree you do, 
the Comm unist b loc by  trad in g with  them. I  ag ree  we hav e been id ea l­
ist ic reg ardle ss  o f w hethe r we ha ve  Dem ocr atic o r R epub lic an  sec tions  
of  S ta tes or  P res ide nts . For 17 years  we have done a pr et ty  good job 
of  he lpi ng  to re st ric t an d dis cou rag e trad e wi th  t he  C om mu nis t bloc. 
Th is has  been an Ame rican concep t fo r 17 yea rs.

Se cretary H odges. That  is righ t.

NEED FOR CONSISTENT POLICY

Se na tor Mund t. Now incre as ing ly a t the ta il end  of  these 17 years  
othe r countries hav e been sneakin g aro un d the co mer  an d have been 
red uc ing t he  st ra teg ic  list an d ch ea tin g a  li ttl e b it. We  recogn ize tha t.

Bu t I subm it the  an swe r to th a t is n ot  to accept  th is to ta lly  ba d new 
Gresh am  law  of  money, w her ein  bad money  dr ive s out  good money and 
ba d prac tices d rive out good p rac tice s. I t  is not  fo r us to  capi tu la te  but 
to  con tinue to  t ry  to lead, no t to become a foll owe r. Th e fellow who 
ha s spent $100 bi llion t ry in g to he lp the fre e w orld s uddenly  sh ou ldn 't 
become the  steam ca lliope a t the en d of  the  parade.

We ou gh t to  c ont inue to be ou t in fron t wi th  t he  brass  ban d tryi ng  
to lead . Now le t’s no t su rren de r;  th a t is all  I  am ask ing . Let ’s try 
som ething. I  am askin g t hat y ou o r the Pr es id en t or  somebody call  a 
tra de -a id  con ference  of t he  free  m ajor  ex po rti ng  cou ntr ies  of  the  world 
of  which the re  are less tha n 10 and  get them  to ge ther  in you r office or in 
th ei r offices and  sa y : “Look, th is is a w orld problem , th is is  a fr ee  world 
problem. Obv iously i f you are  g oing  to c ontinue t o e xpand y ou r tr ad e 
in  every thing  t hat  t he  Sov iets  wan t at  the lowest and che ape st pric es 
an d the lon ges t and  easiest ter ms of  cre dit , even tua lly  Uncle  Sam 
ha s to get  into com pet ition wi th  you.  And  fri ends , we are  stil l 
the big gest an d the  t oughest  a nd  the str ongest economic powe r in the  
world  and if  you a re sure t hat th a t wh at you w an t is th is  kind  o f com­
pe tit ion, to see who can he lp th e Comm unists the  most, and you force 
us, we can sell them so m any more sup plies th an  you are  sel ling them  
you  ar e no t go ing  to benefit very  much over  the  long pu ll. ”

Now there  m ust  be o ther  a lte rnat ive s. I  have  sugge sted an al te rn a­
tive . I  don’t th ink it is the op tim um  ans wer or  the  ul tim ate answ er, 
bu t i t is  an alt ern ati ve , an d t hat is to  ret ur n to some kind  of  coop erat ive
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understanding among the free exportin g countries of the world, as to  
what we will sell and what we won’t sell. And on what terms we 
will sell it and to whom it will be sold. Then you would have some­
thing consistent, something concrete. I  just don’t th ink i t is consistent 
at all to ask the American public to stand still for a program tha t has 
to defeat itself in the  end, where we aid the Communist countries by 
trade,  and aid the rest of the world by economic aid.

It  is as inconsistent as our attit ude  to say, as we do to the British, 
“We don’t like your tradin g with Cuba, it is a Communist country: 
but we are going to trad e with Russia. I t is a different kind of 
communism.”

I  don’t like our attit ude  of being inconsistent in the face of the 
world, and inconsistency is as obvious as the war t on the nose of the 
queen.

When we say to De Gaulle, “we don’t like you trad ing with Red 
China because i t is a dangerous Communist power; we are going to 
trade with Russia,” it doesn’t make sense to me. All I plead for is 
some consistency that we can also follow.

NEED FOR REALISTIC APPROACH

Secretary Hodges. I certainly couldn’t raise any exception tha t the  
Senators should take a look, a long hard look a t both of these prob­
lems, both the East-W est trade and the aid problem. I think  tha t 
they have some relationship and I think  it would be your responsibility 
to do that, to take a good hard look at it.

I would like to point  this  out  again because I try  to think simply. 
We have been idealistic, and you will  notice th at  when you help take 
care of your relatives aft er you help them get on their feet they go 
on about thei r duties and they don’t ever give any credit and they go 
about thei r business and still give you trouble.

I think i t is true w ith anybody international ly. Aft er you help peo­
ple and have gotten things straightened  out and they can run it on 
thei r own pret ty well, as they can, talking about our allies, and it is 
no reflection agains t them, I think tha t you have got to be realist ic 
and now look at what  they are doing.

I thin k it would be very foolish and very idealistic to take your 
suggestion to call them together and say we want an agreement with 
you to  do this and that.  They are going to laugh at you.

They wouldn’t have laughed at you 10 or 15 years ago. But they 
can afford to laugh at you now, th at is understandable.

Senator Mundt. Except th at their  future self-interests are involved 
very definitely because they  still recognize tha t this big relat ive called 
Uncle Sam who has helped them on their  feet is so strong in competing 
with them in foreign trad e markets tha t we could bring  them to 
thei r knees.

Secretary Hodges. Th at is history. What have you done recently 
for me is the s logan, both  Democratic and  Republican.

Senator Mundt. Well, yes, but also what can you do for me 
tomorrow.

We can talk  to them in terms o f what we can do to them tomorrow.
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TRADE PERCENTAGES OVER PAST YEARS

Secretary II odges. This great country has not proved tha t it can 
do much against the rest  of the industria lized nations of the free world 
on selling goods abroad. We do 4 percent against 12 percent.

Senator  Mundt. A pretty  good record.
Secretary Hodges. They are 200 percent higher on the ir average 

than  we are on what they can sell. They know 10 times as much 
about it and they are 10 times as enthusiastic about it as our people 
are in  this country.

Senator Mundt. It  is a pretty  good record for 17 years and I have 
watched it every year. And I have been involved in every piece of 
pertinent  legislation and I am proud of the U.S. record for 17 years, 
and proud of what the rest of the free world did for about 13 or 14 of 
the 17 years. I am ashamed tha t they have let greed blind their  
intelligence in the last few years.

I just don’t want us to drop down to become a follower. Let ’s get 
our leadership operating.

The Chairman. The Senator  from Ohio.

REASON FOR DIS CUSSION OF TRADE POL ICY

Senator Lausche. Am I to unders tand, Mr. Secretary, tha t the 
State D epartm ent and the administ ration  intend to change the policy 
tha t has been in existence fo r the  las t 15 years with respect to tra ding 
with the Communist countries ?

Secretary II odges. Senator, we aren’t recommending any basic 
change. We have been t rad ing  wi th Russia for all of these 15 years. 
The only reason it comes up now-----

Senator  Lausciie. I think you have answered the  question. Why 
has i t come up now?

Secretary Hodges. It  has come up  now primarily as I  explained to 
one of your Senate committees, the Agricultura l Committee some 
months ago, because you got a big order for wheat for  a certain 
country called the Soviet Union. That is basically the reason the 
thin g is up for discussion, and this recent activity refer red to by 
Senator Mundt of our a llies seeming to sell more freely to the Soviet 
bloc than we have been doing.

QU ESTIO N OF POLIC Y CHA NGE

Senator Lausciie. Then am I to construe the view expressed by 
yourself and by Secretary Rusk to be tha t there is no contemplation of 
changing the policy with respect to trade  with the Communist 
countries ?

Secretary  Hodges. That is righ t. We can’t change it under  your 
laws. We are obeying the law. We are pointing out to you tha t it 
looks a l ittle  foolish and we ought to take a new look at it. Tha t is 
what we are t rying to do.

Senator  L ausciie. Do you have in mind taking a new look for the 
purpose of changing the Johnson Act, the Battle Act, and other acts?

Secretarv Hodges. We have no specifics in mind, Senator Lausche, 
as to the wisdom of-----
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Senator Lausche. Then I will assume that there is no intention 
to change the policy with respect to tradin g with the Communist 
countries. I will assume that. I would like to ask you some questions, 
however, in respect to a change in policy. When did we decide on 
what I call austerity treatment of the Communist countries afte r 
World War I I ? Was i t in about 1948 tha t we decided tha t we would 
curta il our trade  with them ?

Secretary  Hodges. Yes. I think we passed the Exp ort Control 
Act in  1948 and then amended it in  1949.

DI FF ER EN T TR EA TM EN T OF COUNTRIES  IN  RELATIO N TO TRADE

Senator Lausche. I direct your attention to the beginning of your 
statement. You put  down three categories of countries with which 
we have to deal. Do you envision, if  we do change our policy, th at 
we will put  Cuba, North Vietnam, North  Korea, and Communist 
China into a separate category ?

Tha t is, they are the ha rd core.
Secretary Hodges. We probably should have had an A and a B 

under tha t first. They are in a different category now, Senator 
Lausche.

Senator Lausche. They are in what you would call the hard-core 
Communists ?

Secretary Hodges. Yes.
Senator Lausche. And we will tre at them differently from how 

we will treat the Eas t European countries and Red Russia?
Secretary Hodges. Th at is what we are doing, and what we would 

continue to do.
Senator Lausche. Th at is, from the standpoint  of the security of 

our country, you give Red Russia a higher level of consideration 
than  you give to Cuba?

Secretary  Hodges. As fa r as this act is concerned, the answer is 
“Yes.”

Senator Lausche. And also a higher level of consideration than we 
give to Red China, North Korea, and North Vietnam ?

Secretary  Hodges. Th at is r ight.
Senator  Lausche. And on tha t basis in our trade with them, we 

will act differently as between them?
Secretary Hodges. Secretary Rusk, I think, went into tha t very 

fully both publicly and before your committee, that you would have 
these series of blocs of countries tha t we are, for our own good rea­
sons, the best we know it, are t reat ing them somewhat differently now.

Senator Lausche. Why do you want to treat Red Russia with a 
milder approach than we treat North Vietnam, which Russia p recip ­
itated  into i ts dominat ion, and North Korea and Cuba ? Why do you 
give Russia a prefe rentia l treatment when it is the parent of all of 
these nations tha t are causing us trouble ?

Secretary Hodges. Senator , I  am not  sure tha t anybody can answer 
tha t as simply as we would like to have it. I take it Secretary  Rusk 
gave you the reasons. They are mainly political reasons, inte rna­
tional political reasons.
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SOVIET ECO NOMIC  PROBLEMS

Senator  Lausche. Someone has made this statement: “I t would 
be folly for the United States  to help Khrushchev solve his critical 
problems without getting something in exchange.”

Is Khrushchev having economic problems as far  as supplying his 
people with food and consumer goods tha t they want ?

Secretary Hodges. I th ink he is having a temporary economic prob­
lem with his wheat because of a couple of poor harvests. Senator 
Lausche.

I do not know what else he may be short of.
Senator  L ausche. Do you th ink t ha t the Communist system, with 

its collectivization of farms, will work?
Secretary  Hodges. No, Senator,  I do not. I have been there, I 

have been to those farms, and I don’t agree with anyth ing they are 
doing in tha t system.

Senator Lausche. Then the scarcity of food is not merely because 
of drought. It  is because of the collectivization which doesn’t work.

Secretary  H odges. This is a little  technical, but they are shorter of 
wheat crops than they were before, even under the collectivization 
system. They are hav ing a worse time with wheat without regard to 
the system.

Senator  Lausche. But they needed wheat badly, didn’t they ?
Secretary H odges. Yes, and they still do I think.
Senator L ausche. And they still do.
Secretary ITodges. I think so.
Senator L ausche. And we found ourselves in trouble wi th our gold 

reserves, so we thought tha t we could help in that problem, and then 
probably help the farmers, so we decided to sell the wheat, although 
we knew that  it was crucially needed and they had a serious problem 
confronting them ?

Secretary Hodges. Tha t is right.

QU ESTIO N OF CONDITIONS CO NT INGE NT  TO WH EA T DEAL

Senator  L ausche. Did we ever ask Khrushchev for some quid pro 
quo when he asked us to sell wheat to him? Did we ask him to quit  
his provoking conditions in Cuba or dismantle the Berlin wall or to 
bring about a neutra lization  of Laos?

Secretary H odges. Senator, I would doubt if we did.
The Chairman. We didn 't give it to him. We asked him to pay for 

it, didn’t we ?
Secretary  Hodges. Oh, yes.
Senator Lausche. Surely, he had to pay for it, but tha t is not the 

issue. He needed i t badly. He needed it to keep his people alive and 
he needed it  to keep them in peace. He never would have come to us 
and helped us solve our gold problem unless it  was direly needed by 
him. Certainly he paid for it.

Secretary Hodges. Senator, I think you are pain ting it a little 
blacker than it is. It  is black enough, but I think  you are pain ting it 
a little blacker than it is. I don’t believe it would have made too much 
of a difference in how well he got along whether or not we sold him 
these 1.700,000 tons, part  of which has been delivered. He bought
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seve ral times th at  mu ch from Ca na da  and will be rea dy  fo r the  next  
season  wi th Ca nada  which  sells  quickly  wi thou t fussine ss abo ut it.

Now you ag ain  pu t yo ur  l ing er on the  th in g th at  if I ha d been ha n­
dl ing the  whole th in g myself, I wou ld have  wanted to say  le t’s get a 
qu id pro quo. But  th is  wasn ’t the t im e t o g et it  because it takes a l ong  
time to ge t these th ings  worked  out, as you well know, because  they  
become in tern at iona l ne go tia tio ns  over a  long p eriod  of  time.

BACKGROUND OF TRADE CONTROLS

Se na tor  Lausc he. In  stu dy ing th is  pro blem,  did yo ur  ex pe rts  
tak e a look back to the tim e before  1941 to ascerta in  wh at  goods we 
were sel ling  t o na tio ns  who sub sequen tly used  those goods fo r the de ­
str uc tio n o f our  boys ? I am now t al ki ng  abo ut  Ja pan .

My recol lect ion w as th at  we were se llin g goods to th em, and t hat  when 
th e cr ash came, th e pe ople o f th e Nat ion rea lized wh at  a mistake it  was.

Now my ques tio n: W as  th at  backgrou nd  stu die d in tryi ng  to  de­
termine  w hat we ou gh t to do fo r the  fu tu re  ? Was  any  s tud y made of  
it?

Secre tary H odges. Se na tor , I th in k I wou ld say  th at  the  1948 law 
came ou t of  th at  k ind o f t hink ing.  We now have sto pped th e shipp in g 
of  str ate gic it ems th at  they co uld tu rn  ag ains t us.

different  treatment of countries  in  relation to trade

Se na tor L ausc he. W ith a n ati on  tha t is i n dis tress,  how do  yo u dis-  
tin gu ish  between what is str ateg ic  an d not s tra tegic ?

Se cre tar y H odges. Y ou say  a ce rta in  specif ic numb er of  item s, 
item s t hat are on the str ateg ic  l ist , you  ju st  d on ’t sh ip  them.

Se na tor L ausc he. Well, you  claim  C uba is o ur enemy, and you  have 
embargoe d trad e to  th em.

Se cre tar y H odges. Se na tor , I  do n’t th in k you  can say  “Y ou di d so 
an d so.” We  a re  a ll Am eri can  citi zen s tog eth er.

Se na tor L ausc he. We did .
Secre tar y H odges. Yes, we did because you are  in the  same boat 

th at  I  am in.
Se na tor L ausc he. That  is rig ht . I can’t see how you  can  ap ply a 

dif fer en t ru le to  Cuba, Nor th  Vietnam , and  Red C hina  fr om  that  which 
you  a pp ly  t o Red  Russia. I sim ply  c anno t see i t, and I wou ld like  to 
have you e xplain i t ag ain .

Se cre tar y H odges. I will  exp lain it  t he  way I  u nd ersta nd  i t. Th ere 
won ’t be any  logic  a t all  in the  camp aig n th is  sum mer an d fa ll wi th  
the  Republican s ag ains t the  Demo cra ts or  vice ver sa and I put the m 
both in the same  ca teg ory , and it would  make no sense in try in g to  
discuss in te rn at iona lly  why you trea t some na tio ns  dif fer en t fro m 
others . I t  depe nds on what is best a t th at  t ime and you  use wh atev er  
is best  a t t hat  tim e. T hat is w hat  they  w ill be us ing  i n the camp aig n. 
I t  is a lmost  like a  p ol itica l c ampaign.

Se na tor Lausche . I f  the  Cuban  people are  in need of  food, why 
do we deny it  to  the m an d sell i t to R ussia  ?

Se cre tar y H odges. We  don’t rea lly  deny them food . Th ey  ha ve n’t 
asked to buy any food. We sh ipp ed  la st  year,  othe r th an  tr ad e fo r 
the prison ers , we sh ippe d them $75,000 to ta l, an d we did  no t tu rn  
dow n pa rt ic ul ar  l icenses fo r food.
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QUESTION AS TO INT ENTIO N OF LEGISLATIVE REVISION

Se na tor Lausc he. I wou ld ju st  like to  ask a que stio n abou t the  
laws.  Are you c on tem pla tin g a sk ing  fo r a chan ge in t he  B at tle  Ac t or  
the Johnson Ac t or  the othe r ac ts which  impose  restr ic tio ns  upo n 
the  r ig ht t o trad e ?

Se cretary  H odges. No, we have n o s ugg est ions alo ng  th at  line at  th e 
prese nt time .

NATUR E OF U.S . EXPORTS TO POLAND

Se na tor  Lausc he. D o the figu res which  you  gav e fo r trad e with 
Po land  and Yu gosla via  show how much of  ou r exports  were  unde r 
Pu bl ic L aw  480 for wh ich w e were  pa id  soft c urr enc ies  ?

Se cre tar y H odges. Yes, ou r figu res  will  show th at . We  wil l get  
the m fo r you. We  have them h ere , a  w hole lot  of  them.

Se na tor  L ausche . A susb tan tia l par t of our exports  were unde r 
Pu bl ic Law 480 ?

Se cretary  H odges. 1 es, as fa r as the to tal  is concerned. I t is tu rn ­
ing now. We  a re now say ing  to  th em , “We will  let  yo u hav e so many 
bushels un de r Pu bl ic  L aw 480, we wa nt  you to buy  so m any  more fo r 
ha rd  do lla rs .'5 T hat  is  b eginn ing  to tu rn . I th ink,  Senator .

Mr.  Behrman . Las t year,  in  1963, Se na tor , abou t ha lf  of ou r tot al 
ex po rts  to  Po land  were  Pu bl ic  La w 480, an d othe r noncommercial  
exports .

Se na tor L ausc he. W ha t was th e to ta l o f export s to  P oland?
Mr . Behrman . $109 m illi on in 1963, 54 of  which  were commerc ial 

an d 55 o f which  were  Pu bl ic La w 480 an d noncom mercia l.
Se na tor L ausche. Ho w much mo re were ou r im po rts ?
Mr . Behrman . Fr om  Po land ?
Se na tor L ausche. Yes.
Se cretary  H odges. Su bs tant ia lly  less. We  wi ll ge t you the figures.
Se na tor L ausche. I f  you  have the m conven iently.
Mr. Behrman . Th e to ta l im po rts  in  1963 on a ha lf-y ea r basi s—no, 

on a 9 -mo nth  ba sis,  $32 million,  so it  would  be abou t $40-some million.
Se na tor L ausc he. Get those  figures and  put  them in the re cor d, w ill 

you plea se?
Mr. Behrm an . Yes, si r;  we h ave them .
(Se e p p. 105-106.)

QUESTION OF LIBERALIZING TRADE WITH U.S.S.R.

Se na tor Lausc he. Now I  close with  thi s. Red Russia has been 
wan tin g to  trad e wi th us for , I  would  say, a decade.

Se cretary H odges. Th ey  have  been t ra din g w ith  us.
Se na tor L ausc he. But  the y wan t to  e xpand it  fa r more th an  what 

we hav e done.
Se cretary H odges. That  is rig ht .
Se na tor L ausc he. I  rec all  th at Cy rus Eat on  of  my  home  city has  

been  one who  has been advocating  th is  lib erali za tio n of  tr ad e w ith  Re d 
Russia. Aren’t we, in fact , in tend ing to libera liz e ou r t rade  s tand ing 
wi th Red Ru ssi a ?



EA ST -W ES T TRAD E 89

Secretary  Hodges. Senator, you can’t  really liberalize it to any 
marked extent unless you change the laws and unless you clean up 
some of these things  that I have pointed to earl ier in my testimony.

Senator Lausche. That is a ll I have.
The Chairman. The Senator  f rom Missouri ?

DE FINIT IO N OF STRA TEGIC MA TER IAL

Senator Symington. Thank you, Mr. Chairman.
Mr. Secretary, I am impressed with your statement. You talk  at 

length about s trategic materia ls. You say the other free world  coun­
tries have a broader approach to what  is, or is not, a strategic material. 
Tha t, of course, makes i t possible for them to do more trading.

Mr. Baruch, who knows quite a lot about international  trade , once 
said th at just  about nothing  in his opinion was nonstrategic. If  there 
is a limited amount of food, for example, and you give them food, then 
they could use their limited treasu ry to buy more arms, and so forth . 
Do you have any definition of what is or is not a strateg ic material in 
the Depar tment  of Commerce; does tha t definition fluctuate ?

Secretary Hodges. I t fluctuates according to the annual revision of 
the COCOM list, Senator Symington.

Senator Symington. But the COCOM list is less stringent .
Secretary Hodges. Less stringen t.
Senator Symington. Wha t is the difference between what  you con­

sider to be a strateg ic materia l and what they consider a strategic 
material ?

Secretary Hodges. Would you comment on that , Dr. Behrman ? 
Maybe you can give it a little  more clearly.

Senator Symington. Before you do, I remember some testimony be­
fore our committee not many years ago when all agreed not to sell 
copper to the Communist countries. When it turned out, however, tha t 
in the previous year one free world country had sold 180 million 
pounds of copper, the explanation given by our people was that it 
wasn’t copper, it was copper wire.

Secretary I Iodges. Tubing, wasn’t it ?
Mr. Beiirman. It  was wire.
Senator Symington. Wire, and drawn down fair ly fine, too.
Mr. Beiirman. Right .

ME THOD OF DE TERM INAT ION OF STRATEGIC MATERLALS

Senator Symington. That,  of course, was just double talk, from the 
standpoint of reality. What is the difference in definition between 
what we consider strateg ic and what other free countries, trad ing  so 
heavily with the Communist bloc, consider strategic ?

Mr. Beiirman. Our list is largely the COCOM lis t, which is essen­
tially related to things which we have an effective control over as f ar 
as the bloc goes. But even if we don’t have an effective control, Sena­
tor, we will want  to look at  what is going, to see what type of item it 
is, what is developing in the technology of it, whether we want to con­
trol it. It  is a m atter of surveillance as much as anything . But we 
still have a more extensive control.
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Senator Symington. When you survey, (lo you make your own de­
cision, or do others have the decision as to whether it is or is not 
strategic?

Mr. Behrman. We have an interagency committee, Senator, with 
State, Defense, and o ther agencies as they are concerned. We get the 
best technical advice we can. and they have a recommending position 
to the Secretary of Commerce.

Senator Symington. Now, Mr. Secre tary, wouldn't you say tha t in 
our system the only source for  taxes is income, including profits?

Secretary  Hodges. That is basic.
Senator  Symington. Wouldn’t  you also say, as a former business­

man, tha t the greatest  single incentive to normal profit is volume?
Secretary  H odges. Yes, very much so. I th ink that  is where the real 

profit comes.
B R IT IS H  TRAD E W IT H  R ED C H IN A

Senator  Symington. How many years ago did Britain recognize 
Red China?

Secretary  Hodges. Oh, I guess 15 years ago, wasn’t it ?
Senator Symington. Did the other Commonwealth countries rec­

ognize Red China at  tha t time also?
Secretary H odges. I wouldn’t remember, Senator.
Senator Symington. Has Bri tain  been trad ing  with  Red China for 

those years ?
Secretary Hodges. I am sure they have. I wouldn’t want to say— 

you are still exempting these strategic  items, aren’t you?
Senator Symington. What  they say is a strategic item, which is 

fa r more embracive than what we say.
Secretary Hodges. Whatever it is. Yes, they have been trading . I 

don’t know how heavily.

FR E N C H  RE CO GN IT IO N OF  C O M M U N IS T C H IN A

Senator  Symington. As I understand it, capitalism depends on 
trade , does it not?

Secretary  Hodges. Yes, domestic or foreign or both.
Senator Symington. Volume is the greates t determinant of price, 

quali ty being equal, is it not?
Secretary H odges. I agree with that.
Senator Symington. Isn ’t the best profit one can make an over­

absorption of fixed overhead because of volume ?
Secretary  H odges. May I use the te rm cream on the bottle of milk ?
Senator Symington. That’s it. Do you believe tha t President de 

Gaulle ’s decision to  recognize Red China was in pa rt because he was 
gett ing tired of watching other countries in Europe get trade his 
industr ies could supply on a value basis if  they were allowed to t rade 
also ?

Secretary  H odges. I would say tha t is a good pa rt of it.
Senator  Symington. You thin k par t of his decision was along 

those lines ?
Secretary Hodges. Yes, sir.
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COMPARISON BETWEEN U.S . AND ALLIES’ TRADE WITH  COMMUNIST BLOC

Senator Symington. Isn ’t it true tha t we tax our people heavily 
in order to provide, in effect, a defense umbrel la for a ll the other free 
countries of the  world ?

Secretary  H odges. Yes, sir.
Senator  S ymington. Do you believe any other country could resist  

physically the Soviet Union, if the Soviet Union decided to conquer 
tha t country ?

Secretary Hodges. I do not.
Senator  Symington. The physical streng th of the United States 

protects all other free countries?
Secretary  H odges. Right .
Senator S ymington. Do you believe tha t ?
Secretary  H odges. I agree.
Senator Symington. I am only asking. You are the head of the 

Depar tment  tha t involves business and trade more than  any other. 
You have also had a great deal of experience in priva te business, far 
more than the average public servant.

How long can we continue, as a nation, to finance, through the taxa­
tion of our people, a majo rity of the defense of all these other free 
countries agains t communistic Russia—the premise being you are 
right when you say they couldn’t defend themselves if attacked by 
Russia—and at the same time prevent our industry , our banks, and 
our businesses from trading with these Communist countries, while the 
other free countries steadily  lower the t rade  barrie rs so as to steadily 
increase their trade. How long can that go on?

Secretary  H odges. I couldn’t, of course, give you any time, because 
I don’t know. I don’t think anybody knows. I think  time is running 
out on us; I will put it tha t way.

Senator Symington. You do th ink it is running out?
Secretary Hodges. Yes.
Senator Symington. Could we infer from that,  you do not think the 

current situation  can continue indefinitely?
Secretary Hodges. That is right , but  I would like to put in this 

caveat: tha t the United States  with its longtime world leadership, 
moral leadership, and  all the other would make a mistake to just  imme­
diately say, as it  would have a right to say, “We are g etting  sick and 
tired of the way you are doing; we are going to step out of the 
picture.’’ I would hate to see us do that.

I would like to see us persuade other people that what is good for one 
is good for the other.

allies’ trade with communist countries

Senator Symington. I cer tainly wouldn’t want to see us do anything 
like th at either, and am just trying to get some information. People 
talk  about the fact the Brit ish sold buses to Cuba, then defend it by 
saying we sold wheat to Russia. But weren’t the Briti sh trading 
heavily with Russia for many, many years before ?

Secretary Hodges. Oh, yes.
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Senator  Symington. Before we ever sold any wheat to Russia ?
Secretary Hodges. Yes, and still are.
Senator Symington. Weren’t they also trad ing  with Red China 

for years?
Secretary Hodges. And West Germany. West Germany is number 

one of all our allies, and the United Kingdom is second.
Senator Symington. I know tha t, but am just  talk ing about the 

people who say they now have the right to sell the buses because we 
sold wheat. That is a non sequitur; is it not ?

Secretary  Hodges. I think  so.
Senator Symington. If  we wanted to, we could say we have the 

right to  sell the  wheat because you have sold so much of many th ings 
over the years.

Secretary Hodges. That is correct.
Senator Symington. And our position would be more logical; 

would it not?
Secretary H odges. It  is not a very good argument on their part.

effect of controls over sales of component parts

Senator Symington. Xow runn ing through your thoughtful pres­
entation,  you say on page 3 there are varying degrees of  severity in 
these restrictions, depending on the items and the countries of destina­
tion.

Then you go on to state we attempt  to control any sale of component 
part s to o ther countries which migh t later be included in assemblies 
in resale to Communist countries.

Doesn’t that, in effect, stimulate trade between the other free coun­
tries among themselves to our exclusion and therefore  disadvantage?

Secretary  Hodges. Yes, sir.

financial controls based on law

Senator Symington. You say on page 4 that  there are various finan­
cial controls of the  Treasury Department affecting Fa r East Commu­
nist countries and Cuba. Is tha t due to law, or due to Executive 
decision ?

Secretary Hodges. It is based on the law, foreign assets control law.
Senator Symington. I wanted to be sure about that.
Secretary H odges. Trad ing With  the Enemy. I think the popular 

name is Tradin g With the Enemy Act.

french trade program

Senator  Symington. You point out tha t the Federa l Republic of 
Germany is first in both exports and imports, and the United Kingdom 
second in both exports and imports,  in trade relationship with the 
Soviets, which has considerably more than  doubled in recent years, 
and now runs  to many billions  of dollars  annually. That is the busi­
ness France wanted to cut into, is it  not ?

Secretary Hodges. Yes. I do not know how much they are in it 
now, but I am sure tha t that is a part  of all of thei r program, is to get 
more and more trade with these countries—South America or wherever 
they are going.
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EF FECT  OF TA RIFF  NEGOTIATIONS ON AGRICULTURA L TRADE

Senator Symington. The Pres ident pointed out that,  counting P ub­
lic Law 480, we sold last year, or moved to the satisfaction of our agri­
cultura l economy, over $5 billion of our agricultura l products to for ­
eign countries.

Based on your replies to the Senator from Kansas, is it your impres­
sion that the Common Market countries are determined to see th at this 
amount is heavily reduced in this new round of negotiations?

Secretary H odges. 1 would say yes, sir, with this qualification : that  
if they can take care of themselves with higher prices to themselves, 
they will do it. If they couldn't do tha t, and needed all of ours, they 
would buy it. But I think they are trying to shut us out to a cer tain 
extent.

TRADE AGREE MENT W IT H  AUS TRALIA

Senator Symington. Are you satisfied with the beef agreement 
we made with Austral ia, w here w7e can't ship any pork in there, which 
they do not have a pparently  but allow them to continue to ship beef 
in here in heavy quanti ties ?

Secretary  Hodges. I am not acquainted. Senator, wfith tha t basic 
decision which was made, but it doesn't sound right.

CAN ADIAN  TA RIFF  ON AUTOM OBILE ASSEMBLIES

Senator Symington. We lost many thousands of jobs as a result 
of a recent manipulation of tariffs on automobile assemblies by Can­
ada. Do you plan to do anything about tha t ?

Secretary I Iodges. I have never accepted it, Senator. I have argued 
it very vociferously to the point where they don’t like me any more 
saying that, it was the wrong thing to do.

Senator  Symington. You think their action was both unila teral and 
unfair in this regard  ?

Secretary Hodges. I do indeed, and I  think it is now’ with the Treas­
ury Department  as to what they do with it.

trade as essence of the economy

Senator  Symington. Trade is the essence of the future of  the econ­
omy of the United  States, as well as all other free world countries, 
is it not ?

Secretary Hodges. Sure it is. I don’t th ink it is a question of too 
much aid. I think it is a question of not enough trade and of not 
enough tough trading.

Senator Symington. Doesn’t it. appear to you sometimes tha t we 
are becoming more interna tional ly minded, diplomatically,  but are 
being pushed into a form of economic isolation ?

Secretary  Hodges. Senator, we simply-----
Senator  Symington. Relatively speaking.
Secretary  Hodges. Senator, we are simply not knowledgeable on 

this side of it, and we have never oriented ourselves in our inte rna ­
tional re lations to this problem.
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ADMIN ISTRATIV E AND LEGISLATIVE  CHANGES REQ UIRE D FOR SW ITCH  IN  
TRADE PATTER N

Senator Symington. So you feel these hearings are constructive, 
that  it is a matter which should be looked into ?

Secretary H odges. Very definitely.
Senator Symington. Thank you, Mr. Chairman.
The Chairman. Mr. Secretary, in tha t connection, in reply to a 

previous question, you said you weren’t suggesting changes in the 
law. Does tha t mean tha t this situation can be remedied by admin­
istrative changes ?

Secretary Hodges. Certain part s of it can be remedied by admin­
istrat ive changes, depending on how you look at these items tha t are 
on our so-called positive list and how much they can get, elsewhere.

More and more, if you will excuse the oversimplification, the other 
nations, Germany, the United Kingdom, et cetera, are learning how 
to do these things. So this thing is get ting tougher for  us by the day.

Senator S ymington. Tha t is right.
Secretary Hodges. So we will have less reason fo r turni ng it down 

than  we did 3 years ago or 16 years ago. But  this thin g will not be 
solved as a total trade such as our neighbors are doing, except by 
legislation.

The Chairman. Except by legislation.
Secretary  H odges. Yes, sir.
The Chairman. And there is a legislative problem tha t is impor­

tan t, in addition  to many admin istrative changes, in changing the 
patte rn.

Secretary  H odges. Tha t is r ight.
The Chairman. I agree with the Senator from Missouri about the 

importance of  the trade, and I  think these laws have been on the books 
for quite a long time, and it is time we reevaluate them and see 
whether or not they are serving the nationa l interest. Do you agree 
with that?

Secret ary Hodges. Yes, sir.

TRADE ROLE OF WAGE RATE DIF FERENT IALS

Senator Symington. If  the Chair  will yield for one observation, 
I remember testimony given on the average hourly rate in the shoe 
business, important in my State  and many other States, because there 
are 13,000 shoe companies in this country with relatively  small units 
of personnel, 180 I think  is the average. The average wage ra te in 
shoes in this country  is $1.95 per hour. The average in the second 
biggest competitive country we have in shoes is 47 cents, including 
fringe benefits.

The average of the country tha t is the chief competitor today of 
the American shoe industry is 28 cents, including fr inge  benefits. Cost 
is labor, materia l, overhead, and profit if any. The only possible 
way to  equalize any differential such as 28 cents agains t $1.95 would 
be with heavy volume on the most modem machinery.

Now it would seem tha t these o ther countries, in addition  to having 
such favorable rates, are moving in to ge t the additional volume. Does 
tha t make sense to you ?
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Secretary Hodges. I think yon have sta ted the problem.
Senator Symington. Thank  you, Mr. Chairman.

OTHER FREE WORLD CREDIT TER MS

The Chairman. Mr. Secretary,  could you give us for the record 
what kind of c redit  terms are available  to the Soviet bloc from other 
free world countries? Have you any statistic s or tables on tha t?

Secretary H odges. I don’t think we really have on the overall policy. 
When this situation came up, where the new act last Christmas gave 
the President the authority in the Eximbank tha t we had in mind, 
what is basically termed commercial terms, as to wheat fo r the Soviet, 
Senator, was about 18 months to 2 years. Basically I think that if 
we had to speculate about it, we would have no more than 5 years in 
the way of credit terms.

The Chairman. We read in the paper tha t the Brit ish are con­
sidering, and perhaps have by th is time extended, longer  credi t terms 
to the Soviet bloc. Is th at correct ?

Secretary Hodges. Yes. From what w e hear,  i t is. I couldn’t state 
it for a fact, but I think tha t is true , and I think tha t the  French  are 
doing the same thing.

The Chairman. I wonder if  it would be possible for someone in your 
office to get as much information as you can about w hat other  countries 
are doing in the way of credit terms ?

Secretary Hodges. We will be glad to do it, Senator. We ought to 
do it. I t is a difficult th ing, but we will do the best we can.

(See pp. 1 Oh-111.)

INTE RE ST  RATES

The Chairman. Aside from the length of the term, do you know 
if the interest rates are  about the same or not ?

Secretary Hodges. The ir interest rates are usually h igher  than ours.
The Chairman. They are usually  higher ?
Secretary Hodges. Yes; but you know when you are buying things 

if you have got long enough time in w hich to pay it, you don’t really 
care how much interest it is sometimes.

GUARANTEES SIM ILA R TO THOSE OF EXPORT-IM PORT BA NK

The Chairman. We had testimony in connection with the wheat 
bill concerning the mat ter of the Export- Import Bank guaran teeing 
credits. Is this customary with other countries? Do other countries 
give similar guarantees to their priva te-----

Secretary H odges. I think tha t is pretty  general.
The Chairman. Is it?
Secretary H odges. I think they are w ay ahead of us.
The Chairman. Your information is that most of them do?
Secretary Hodges. Oh, yes.
The Chairman. We had specific testimony that Canada did ex­

actly th is ; is tha t correct ?
Secretary Hodges. Oh, yes. It  has been done in other countries on 

the Continent and the United Kingdom.
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The Chairman. By Germany and the United Kingdom ?
Secretary Hodges. They do many more things  to help their ex­

porters than we do, guarantees, terms, credit, export incentives, tax 
rebates, every kind of thing you can mention. Not all of them every­
thing, but some of them.

TURNOVER TAXES

The Chairman. I unders tand in France one of the g reat incentives 
there is the ir value-added tax from which all exports are exem pt; is 
tha t correct?

Secretary Hodges. That  is right. I don’t know that  i t is called that, 
but they have both in Germany and in France, 1 think, a tu rnover tax 
or something.

The Chairman. That is what  i t is.
Secretary Hodges. Yes. It  is applied through domestic production, 

and if a m anufacturer ships to another country, he doesn't have to pay 
that , and that  gives him an inside of several percent.

The Chairman. It is very large, I  am told.
Secretary Hodges. 1 have heard up to 7.
The Chairman. It is very large. It  depends on the type of prod ­

uct. France exports a great many luxury  articles I have been told. 
In luxury articles in France it runs as high as 25 percent I have heard. 
Take perfume, perhaps, or wine, and so on.

Secretary Hodges. Yes.
The Chairman. Inte rnal ly they pay this tax but they are exempt 

from it if the item is exported. This amounts to a very substantial 
subsidy for exports, doesn’t it ?

Secretary Hodges. It is almost impossible to meet it.
The C hairman. It  would be somewhat similar to an American firm 

being exempt from all income taxes on anyth ing it exported; 
wouldn’t it ? Maybe that  is a l ittle higher.

Secretary Hodges. Yes; they do not apply it to the income tax, but 
they have other methods of applying it.

The Chairman. So that aside from this par ticu lar problem of ex­
portin g to the Soviet bloc, or East-West trade, we have a lot to learn 
on trade in general to everybody, don’t we ?

Secretary II odges. We are babes in the woods.

MOST-F AVORE D-N ATION TREATM ENT

The Chairman. Do the Western European countries give most-fa­
vored-nation treatment to the Soviet bloc countries?

Secretary Hodges. Yes, sir: Dr. Behrman says they do.
The Chairman. Do they do t ha t generally or by bilate ral agree­

ment?
Mr. Behrman. Generally by bi latera l arrangements , Senator.
The Chairman. But the  fact is they give this to all or p ractica lly all 

as far as you know of the Easte rn European countries, as well as the 
Soviet Union ?

Mr. B ehrman. That is correct, sir.
The Chairman. Are these Soviet bloc countries treated by Western 

European countries like f ree world countries with the sole exception 
of strategic goods ?

Mr. Behrman. Yes, sir.
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EX TE NT  OF U.S .S.R. DU MPING  PRA CTIC ES

The Chairman. Can you tell us anyth ing about the extent to which 
the Soviet Union engages in dumping or unfair price competition 
generally?

Mr. Beiirman. There are only a few cases in which we have found 
information on it, Senator. They are some years back.

There was an instance in tin, as I recall some years back, where 
through our representations and other free world countries they were 
induced to come along with the regulations of the international tin 
group. Benzene previously, which they stopped on. Aluminum for 
a short time, which they agreed to stop on. There are not a great 
many cases which we can determine involved dumping as a conscious 
policy.

The Chairman. You are speaking now of the Soviet Union?
Mr. Beiirman. Yes, sir.
The Chairman. When you say they agreed to stop, how did that  

come about? Did we approach them or did the coordinating com­
mittee approach them ?

Mr. Beiirman. This was prio r to this administ ration, Mr. Chai r­
man, and I am not sure exactly what the procedure was.

The Chairman. You seem to leave the impression tha t afte r they 
started this, upon our request they stopped it. Is that  the impression 
you sought to leave with the committee ?

Mr. Beiirman. As I  understand, Mr. Chairman, these conversations 
were taken up by other countries  as well.

The C hairman. By other countries?
Mr. Beiirman. So tha t there was a strong position.
The Chairman. Since you have been in the Department in the 

last 2 or 3 years, there has been no substantial amount of dumping?
Mr. Beiirman. Xo, sir;  there has been no substantial amount. 

None has been brought to my attention at all for tha t matter.

DOES COCOM HAV E A POLIC Y AGAIN ST DU MPING ?

The Chairman. Does the Coordinat ing Committee have a policy to 
stop dumping by the Communist bloc ?

Mr. Beiirman. COCOM is an arrangement which is subject to veto 
by any one of the members, and therefore it has no authority to impose 
its decisions, and dumping is not within its general terms of reference.

The Chairman. Since you have stated  it is not presently a problem, 
I suppose there is no reason for a common policy in case of dumping. 
I had thought that  it was a problem—but my memory goes back, I 
guess, to those cases you mentioned of aluminum, t in, and benzene.

QUEST ION  OF VOLUME  OF U.S.  GOODS PROCESSED ABROAD AND RESOLD

Do you have any estimate of the value of U.S. goods shipped to 
free world countries that  are later processed in some manner and sold 
to the Soviet bloc, as we had the case of wheat sold to Germany, proc­
essed into flour and sold? Do you have any other cases of that ? Do 
you have any figures showing the value ?

Secretary H odges. I would doubt  it, Senator.
Mr. H ockersmitii. Xo; we don't have any figures as to that.
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The Chairman. Can you s tate your opinion as to whether or not 
this does take place in substantial volume?

Secretary Hodges. Maybe Mr. Ilockersinith, who followed the de­
tails of it, can answer. I wouldn't think so, except in this agricul­
tural  thing, this wheat flour business.

Mr. Hockersmitii. That is correct.
The Chairman. Is that your opinion, Mr. Hockersmitii ?
Mr. Hockersmitii. Yes, sir.
The Chairman. And you would say it is not very substantia l ?
Mr. Hockersmitii. Outside of the processing of the wheat into 

flour.
The Chairman. AV as th at substan tial ? Do you know about  what 

tha t was?
Mr. Hockersmitii. No, sir;  I  don’t know the volume of it. I would 

think that it was of some magnitude, but not a very large magnitude.

INT ERDE PEND EN CE BETWEEN  WEST EURO PEAN  AND EAST EUROPEA N TRADE

The Chairman. To what extent are the nations of Eastern  Europe 
dependent on the West for indus trial- type goods, and  to what extent 
are Western European countries dependent on the East  for their  
source of raw material ?

Secretary Hodges. I cannot answer that , Senator, except in a very 
general way.

The Chairman. Tha t is all right;  answer it in a general way. Is it 
substantial ?

Secretary Hodges. I think there is an interdependence, and in the 
case of the West Europeans and the Eas t Europeans as a matt er of 
convenience they would do t rading. They might find it in some other 
parts  of the world, but things  being normal, they would buy it from 
thei r nearby neighbors. Simila rly, we have $15 or $16 billion worth 
of imports to the United States, and about two-thirds of those im­
ports are things we have to have. We are dependent upon them. The 
other third compete with products  we are making. I would say in 
general they have an interdependence. I cannot give you the  figures.

The Chairman. That was the ir traditional trade  pattern, was it 
not?

Secretary Hodges. Yes, sir.
The Chairman. Before the war?
Secretary II odges. Yes, Sena tor; and I would just like to philoso­

phize a moment. I have talked to many people abroad after the  F irs t 
World W ar and the  Second World War. They don’t have much senti ­
ment about this business of war and what happens after . They start  
trad ing the next morning aft er the shots have stopped. That is the 
way they operate.

The Chairman. They regard war as an aberrat ion and not a re­
ligious crusade.

Secretary Hodges. Ju st something tha t intervened in their  normal 
operations.

PREWAR  AND POSTWAR TRADE BE TW EE N EAST AND WE ST EUROPE

Mr. Behrman. Senator, could I  add to th at a bit?
The Chairman. Yes.
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Mr. Behrman. I think the potential is much greater than the actual 
occurrence of trade even between Western and Easte rn Europe. 
Statist ics on German exports to European Soviet bloc, for example, 
indicate about $700 million of exports in 1962 on a total German export 
of over $10 billion. So this is 7 percent, and there is a comparable per­
centage on imports  from the European Soviet bloc to total German im­
ports : comparable figures exist for  most of the rest of Western Europe. 
They have much less than  10 percent, whereas prio r to World War  II  
these percentages were higher.

The Chairman. Do you have any idea how much higher?
Mr. Behrman. I am trying to think back in my own memory. 1 

don’t have the statistics in front of me, but there were substantia l 
purchases of agricultura l and indust rial materials from Eastern by 
Western European countries.

The Chairman. It  would have been my impression tha t before the 
Second World Wa r there  was a very substantia l amount of trade 
between Eas tern  and Western Europe.  One was highly industria l­
ized, and the other was primarily agricultura l, and I believe that  they 
did trade in substantial amounts.

Secretary Hodges. Much of the worth of these Western German 
sales, Senator, is to East Germany.

The Chairman. And, of course, Easte rn Europe. I think  I  saw in 
I he press the other day, maybe it  was yesterday, that West Germany 
has a bilateral trade agreement with every one of the Eastern Eur o­
pean countries; is that  correct ?

Secretary H odges. I would think  so.
The Chairman. I th ink it is so stated.
Secretary Hodges. Yes; I would think so.

DISADVANTAGE TO EAST EUROP E IF  TRADE STOPPED

The Chairman. Would you venture any opinion, if all this trade 
was stopped, whether Western or Eastern Europe would suffer more ? 
Which is more self-sufficient, in other words?

Secretary H odges. You mean the tra de between the Western E uro­
pean nations and the Eastern Europeans?

The Chairman. Yes ; which would suffer the most ?
Secretary  Hodges. I guess the Eastern European nations would 

suffer the most.
The Chairman. Why ?
Secretary  H odges. Because your Western jieople have more friends 

from which to buy and sell.
The Chairman. They have a greater  opportun ity ?
Secretary  Hodges, i  es.

YUGOSLAV TRADE W IT H WESTE RN EUROPE

The Chairman. I believe in the previous hearings it was stated tha t 
some 75 percent of Yugoslavia's exports or foreign trade were with 
Western Europe. Do you remember that ?

Secretary Hodges. I th ink  that  is about the figure.
The Chairman. It  is a very substantial amount, much more than  

with Russia.
Secretary H odges. Yes.
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POSSIBI LIT IES  OF SOVIET PETROL EUM SALES

The Chairman. You mentioned tin, benzene, and aluminum. What  
about oil ? I have been disturbed about the trad e possibili ty of oil and 
petroleum products, the product ion of which has increased very 
markedly in the Soviet Union. Wha t do you think are the  prospects 
of the Soviet bloc selling increasing amounts of oil to Western Europe 
and Japan?

Secretary Hodges. I would ra the r some of these gentlemen answer 
tha t with the details, but  I think they are going to do it. But I don’t 
know what the figures will be.

Mr. Beiirman. We don’t have any figures on i t either, Mr. Chair­
man. We know tha t this is a desire on their pa rt.

They have tried  to develop these operations. They are selling oil 
to Italy, under a barter type arrangement, and to other Western 
European countries. We have heard isolated instances, repor ts of 
dumping prices at which the petroleum is offered. "We have been 
unable to check them out to find out if it was in fact the case.

This drive on the part of the Soviet Union is related to the pipeline 
tha t they are developing. But as to the extent they will be able to 
succeed in selling oil, this we have no estimate of.

The Chairman. Of course they have run into some very strong 
competition from North Africa recently, haven’t they, which is also 
available to  Western  Europe?

Mr. Beiirman. Yes, sir.

EXTORT CONTROL COORDINATION

The Chairman. Is the Commerce Department position on export 
control matters  often vetoed by the State or Defense Departments 
when it attempts to make the control list less restrictive ?

Secretary Hodges. No, Mr. Chairman, there is no actual veto. This 
Committee, interagency committee, comes in with recommendations 
to the Secretary of Commerce, and he would have the a uthority under 
the President to go ahead.

Actually, as I said awhile ago, much of our time is spent in the 
discussion and arguments down the line. Mr. Hockersmith can com­
ment in more detail than I  could on this. Differences of opinion exist, 
of course, but we can’t say that either agency has the righ t or the 
wish to veto.

SOVIET PRODUCTION TH RO UG H COPYING

The Chairman. One question you raised tha t interests me very 
much is this question of the Russians buying a prototype  or a single 
machine of advanced design, and then just copying it and producing 
it in volume. Do you have a view as to this ?

Is this  a prevalent practice of the Russians or not ?
Secretary  H odges. That is the th ing  that has bothered me personally 

as Secretary of Commerce more than anything else th at we have done 
under our export control administration .

We are reasonably sure th at there has been a great deal of it and I 
think , as I  have said, you may have a machine tha t you are not even 
quite sure you want to sell, but if you are going to sell them one, you 
might as well sell them 100. Then you get the business in this 
country.
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SOVIET ATTIT UDE TOWARD PA TE NT  PROTECTION

The Chairman. Do you have any reason to believe tha t the Rus­
sians might be willing to abide by agreements with regard to protec­
tion of patents and so on? Have they expressed any opinion or any 
policy with regard to that  ?

Secretary Hodges. No. The Russians, as far as I know, and, of 
course, we don’t deal in interna tional  negotiations with them, tha t is 
basically the State Department, but as far  as I know they have said, 
they have said to me two or three times, “We want to buy some goods," 
and they always think  in terms of credits and say so.

But I have not known whether there has been any discussion with 
them as to whether they would sign an agreement tha t they would do 
certain specific things. * My hunch is if you went to them on the basis 
of cleaning up the  most-favored-nation mat ter and all the rest of  the 
things, tha t you could probably get some kind of an agreement tha t 
they would abide by.

The Chairman. How about the experience of the West Germans 
who are the largest tradin g nation in the free world? What has been 
the Germans’ experience on this kind of an arrangement ?

Secretary  Hodges. Again  we couldn't document it at the moment, 
but it is my basic impression, Senator, that they have had a good ex­
perience. I would say that the Soviets, whom we don’t t rus t on many 
things—that on these t rad ing matters, credits and so for th, they have 
done all right.

The Chairman. And also with regard to respecting the patent 
right s or the designs, and they would buy the machines rath er than 
taking one and just copying it ?

Secretary  Hodges. Th at I  cannot answer for other countries.
The Chairman. Have any of our allies or any of the Western 

European countries made any comments on this aspect ?
Mr. Behrman. Let me comment on several aspects of that , Mr. 

Chairman. Fir st the Soviets did  have a delegation over here about a 
year and a hal f ago study ing our pate nt system, talk ing with U.S. 
paten t a ttorneys and companies as to the ir problems in this area, and 
they got some very frank answers, the Americans did.

The Russians showed an understanding of the problems and some 
willingness to move in the area of extending protection to American 
property rights. So there is some possibility here, some reception.

There is one case which I know of where a foreign patent holder in 
Russia objected to the use of a paten t, the technology, without  the 
approval  of the Western European owner, for the manufacture and 
export of an item to an area which was protected by patents, and 
the. Russians stopped it, and as I recall, made some payments. So 
tha t they are not unaware of the problem, and they are at times 
responsive to it.

PRO TECTION OF RIG HT S TH RO UG H BILATERAL AGREE MENTS

These righ ts th at you are speaking of, however, are sometimes pr o­
tected bv the Western European countries through the ir bilateral tra de 
agreements. So tha t there is an ar rangement for ways of solving the 
problems.
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Th e Chairm an . Tha t is p rovid ed  fo r in the  specif ic agree me nt?  
Mr . Behr man. Sometimes in th ei r bi la te ra l agreem ents, which  we 

do not have.
Th e Chairm an . Wh ich  we d o no t have. W ha t small  trad e we do 

have is ju st  t ra de  w ithout p urs uan ce of  an ag reem en t; i s t ha t c orrect  ?
Se cre tar y H odges. Tha t is correc t.
The Chairman . We do not have bi la te ra l agr eem ent s with  any of 

them.
Secre tar y H odges. Th at  is ri gh t.

D IF FIC U LT Y  OF  PR IV AT E CO NC ER NS  DEALI NG W IT H  GOVE RN M EN T AG EN CI ES

The Chairman . In  y our in itial sta tem ent, which I  t ho ug ht  was ex­
cell ent , you  t ouched  on the difficu lty o f p riv ate c once rns do ing  busin ess 
wi th a Gov ernment agency, and the  possibil ity  of the Government  
agen cy shoppin g aro und and ta ki ng  ad va nta ge  o f the  mul tip lic ity  of 
pr ivat e t rad ers . W ha t is the  an swer to  th is p roblem ?

Secre tar y H odges. I don’t know, Mr. Ch airma n. I would th ink 
th at  th is would be a pa rt  of a to tal  discussion with the  Soviets, if  you  
were go ing  to open t hi s th in g up.

The C hairman . I s th is covered and  de alt  w ith  by the othe r countrie s 
under these bi lat era l agreem ents? I)o  you know? Is  t hat  a method 
of ap proa ch ing th is difficu lty?

Mr.  B ehr man. It  is a m etho d; yes , sir.

TE RM S OF  W EST ERN EU RO PE AN TRAD E AGR EE MEN TS  W IT H  SO VIET  BLOC

Th e C hairm an . Have you o r a nyone in the  D ep ar tm en t s tud ied  the  
ter ms  of those agreements, and  the way they wo rk out ?

Mr. Behr man. Yes, s ir ; we have  had  them  under s tud y co ntinuo usly 
fo r a  good nu mb er of  years. They h ave  a long h isto ry.

The Wester n Eu ropean  arr an ge men ts are  by no means as specific 
as the  bi lat era l agreem ents w hic h some o f the  less developed  countr ies  
have with the  Russians. They are  general ly um bre lla  agreem ents. 
They cove r a list of  goods which each  says  he is wi llin g to sell to the  
other.

They are  not ba rte r-t yp e agreem ent s, and  they are  n ot wh at we call 
financia l agree ments  o r s wing  c red it agreem ents. They are  no t cre di t 
agreem ents, t o my knowledge, w hich bu ild  up  a lo ng cr ed it between the  
West ern  Eu rope an s and  the Russians , or  the  Sov iet bloc. Th ere fore,  
they are rea lly  ter ms  of referen ce, ter ms  of  tra ding , stat ing typ es of 
commod ities , agreem ents. Th ey  are no t ba rte r agre ements.

The Chairman . A ft er  th at  agr eem ent  is executed , the n does a p ri ­
va te indu str y,  s ay in West Ge rmany, go to the  agency, say in Bu cha­
res t, an d make its  own dea l ?

Mr. Behr man. Yes, sir.
The Chairm an . Not  the Gover nment  of  Wes t Germany . It  has  

no fu rthe r func tio n at  a ll?
Mr. Behr man. Sav e fo r poss ible fina ncing.
The Chairm an . An d all the  gov ernment does is make the tra de  

ag reem en t; is t hat  correc t ?
Mr.  B ehr man. Th at  is cor rec t.
The Chairman . An d provide  cre dit  where necessa ry in accordance 

wi th the terms.
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INAB ILITY OF UNIT ED  STATES TO CH AN GE  OT HE RS ' TRADE POLIC IES

Secretary Hodges. Mr. Chairman, I am going to have as my guests 
for lunch the equivalent of the NAM President of Germany, and 1 
will try to go into this in more detail.

The Chairman. 1 think it would be very interesting. We might 
learn something, if we are not too proud to do so. from the way these 
other countries carry  on business, don't you think  ?

Secretary  Hodges. I agree thoroughly.
The Chairman. I know very little about how they do it, but they 

are obviously going to trade , whether we like it or not. You don’t 
think tha t a conference with them to try  to persuade them to reverse 
the ir policies has any prospects of success, do you ?

Secretary  Hodges. We are constant ly sitting down with them in 
COCOM and other meetings. We get nowhere.

The Chairman. You can try  out this German at lunch to test his 
attitude, and determine if he is willing to give up thei r trade?

Secretary  Hodges. I know exactly what he is going to say.
The Chairman. I suspect I do, too.

OBSTACLES TO U.S.  TRADE WITH CO MMU NI ST  BLOC

I t seems to me tha t not only the lack of any specific bilateral agree­
ment here, but also the multip licity  of laws which we have—their  very 
existence—creates such uncertainty that  no private industry, or very 
few private industries, will venture into even trying to do business 
with these countries. Is that correct ?

Secretary Hodges. I couldn’t agree more, Senator. I think all we, 
do is piddling.

The Chairman. Take an American manufac turer or businessman. 
Excep t for  something very specific like the wheat deal, the uncertain­
ties of being able to get an export  license and to manage all 
the other matters involved discourages him from even trying to do 
business with the bloc.

Secretary Hodges. We don't know how much we are missing.
The Chairman. So you don’t really know whether there is a mar­

ket to be developed or not ?
Secretary  Hodges. No.

QU ESTIO N OF MA RKET DEVELOPMENT

The Chairman. That is on the one hand. On the other hand, is the 
question you also raised. What do they have tha t we can use other 
than gold? Of course we can use that. But do you think there is 
much prospect of the ir having materia ls and goods which we need ?

Secretary  Hodges. No. I don’t think we could fool ourselves by 
saying tha t they can ship us a whole lot of goods. The Russians 
themselves claim, the Soviets claim, they can, including machinery 
and so for th. We have not gone to the  point where we say put down 
the list and we will put down the list like a bilate ral, such as some 
of the Soviet satellite nations  have asked us to do. But we can do 
a whole lot more, and we don’t have to buy exactly how much we 
sell them.

The Chairman. Yes. There could be three-cornered trade.
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Secretary Hodges. Yes, and we could sell them a whole lot more 
than we buy from them.

EXCLUSION OF RUSSIAN FURS

The Chairman. Yes. I note t hat  you referred in your statement 
to our excluding certain  Russian furs. Why do we exclude these furs ?

Secretary Hodges. Because there is some kind of a little  law tha t 
we have down here.

The Chairman. What kind of a law? I never heard of it. We 
don’t produce an excess of furs in this country, do we ?

Mr. Lewis. Section 11 of the 1951 Trade Agreement Act.
The Chairman. What is it ?
Mr. Lewis. It  lists certain specific furs  from Russia, sable and 

ermine, I think,  and just flatly excludes them.
The Chairman. We don’t produce them. Why was that put in? 

Where do we get our sables ?
Secretary  Hodges. I don’t think any of us would dare to try  to 

answer that  one. That  was in the wisdom of the Congress.
The Chairman. I was struck by th is exclusion, because except for a 

few rabbits and ranch mink and a few things, we don’t produce a great  
many furs. I thought we trad itionally  imported furs from either 
Canada or Russia and other p laces; is tha t not so ?

Secretary H odges. That is basically true . I would have to look up 
the legislative history. We just know i t is there.

NEED FOR REEXAMINATION OF TRADE POLICIES

The Chairman. The time is getting late. I don’t want you to miss 
your lunch with the German industria list because you might learn 
something from him on this matter. I think your statement is 
excellent.

I am pleased tha t you have obviously given a lot of thought to 
preparing it. I share your feeling that we have continued this pro­
gram too long without reexamining it. I don’t know what trade 
changes should be made.

I agree to this extent at least with the Senator f rom South Dakota, 
tha t policies are interrelated; tha t is, th at  you can’t isolate t rade  and 
ignore political considerations. But tha t in itself is no reason for not 
reexamining both and especially trad e policies. Do you have any 
other suggestions to make before we close ?

Secretary Hodges. I would just  make this final statement, Mr. 
Chairman, afte r thanking  you and your associates for your courtesy.

I am so glad you are going into this. In  the running of the Depart­
ment of Commerce, which is a large and varied Department, I con­
stantly  ask the question, “W hat are you doing and why and how long 
ago did you get the instructions in writ ing to do i t? ’’

Then I find, the  o ther day, for example, somebody said we got that  
from a Secretary of Commerce in 1943. They are s till ca rryin g it  out. 
I said, “Any reason you are carry ing it out?” They said, no, they 
hadn’t though t about it.
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I think  th at is the wav we sometimes do with our laws, such as on 
furs. We pass them and leave them on the books and get accustomed 
to misery or whatever it  is. I think  you ought to take a look at these 
things.

The Chairman. I apprecia te that . We are going to try  to be a 
par ty in tha t connection. The meeting with the Secretary  of Agri­
culture, Secretary Freeman, has been changed from this Frid ay, 
March 20, to Monday, March 23, at 10 a.m., and we will meet here. Of 
course, we will welcome from you or any of your staff any suggestions 
as to future  hearings.

We hope th at we can make this  study a meaningful one, and per­
haps give some guidance to the Congress and to the country.

Secretary Hodges. Thank you, Mr. Chairman. If  you want any­
thin g from us also, let us know.

The Chairman. Thank you very much, Mr. Secretary.
The meeting is adjourned.
(Whereupon, at 12:30 o’clock the committee was adjourned, to re­

convene at 10 a.m. Monday, March 23, 1904.)
(Subsequent to the hearing, the following letter and enclosures 

were received:)
The Secretary of Commerce, 
Washington, D.C., March 25 ,196J/.

Hon. ,T. William Fulbright,
Chairman, Committee on Foreign Relations,
U.S. Senate, Washington, D.C.

Dear Mr. Chairman : I am enclosing information which the  Senate Committee 
on Foreign Relations requested when I testified before it on March 16, as 
follows:

Statisti cs for U.S. exports to and imports from Poland during the years 
1961-63. as requested by Senator Lausche at transcript  pages 149 and 150.

Informat ion regarding  credit and interest terms made available to Sino-Soviet 
bloc nations by other free world countries through bilate ral trade agreements 
and otherwise, as requested by Senator Symington and yourself at trans crip t 
pages 163 and 164; see also page 167.

Sincerely yours,
Luther H. Hodges, Secretary of Commerce.

Principal U.S. exports to Poland 
[In thousa nds of dollars]

Agricul tura l pr odu cts..............................................
Of which—

Wh eat_____________________________
Rice .............................................................
Barley .................... ........... . . . . . . .
Grain  sorghu ms_____________________
Wh eat flour________________________
Tobacco, unmanufac tured------------------
Soybeans__________________________
Flaxseed___________________________
Cotton ____________________________

Tallow, ined ible___________________________
Cottonseed oil, r efined______________________
Me tal finishing, cleaning, and  coating machinery . 
Pr ivate  relief sh ipm ent s.................... ........ .............

Total of above..................... . .........................
Total  expo rts_________________________

1961 1962 1 1963

67 ,3 57 71 ,932 74 ,693

(2 7,76 9)  
(161) 

(3 ,138 ) 
(444) 

(2 .621 ) 
(28 5) 

(1 ,0 25 ) 
(1 ,079 )

(1 6,84 0)  
3,36 0 
2,65 7 
1,20 8

(26,27 1)
(3 ,003 ) 
(9 .873 ) 
(2 ,968 ) 
(3 .101 )

(3 9.79 3)

(3 ,5 16 )
(1 4.77 4)

(1 ,8 24 )
(1 ,9 15 )

(479)

(2 0,70 1)  
4, 02 2 
1,54 7 
1,52 0

(1 0, 19 0)  
3 ,1 23

1,88 2 3,4 38 3,1 87

66 ,464  
74 ,791

82 ,459  
94 ,454

81 ,0 03  
85 ,1 52

1 Ja nu ary  to  September.
Source: 66th quar terl y r eport to Congress.
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Principal U.8. imports  from Poland 
[In thousand s of dollars]

Canned cooked ham s and shoulders. 
Other pork,  prepared or p reserv ed..
Hides, skins,  and furs ............ . .........

Of which—
Fox fur, undressed. ______
Mink  fur,  undressed............

Fea thers an d down, cru de________
Case in________ _________ ______
Pig a nd hog leathe r_____________
Linen, ramie , and hemp fabric s.......

Total abov e............................ .
Tota l im ports .............. . .........

1961 1962 > 1963

23,626 21,5 10 13, 485
2,47 4 4.0 30 4, 177
2,6 43 4,352 3. 543

(1,108 ) (1.2 03) (1,325 )
(762) (1,763) (1.4 72)
975 1,091 640

2, 058 1,383 120
261 642 1.075
563 1,408 1,116

32,600 34,416 24,156
41,248 45,5 86 32,149

1 Ja nuary  to Septem ber.
Source: 66th quarterly  report to Congress.

Characterist ics  of B ilat era l T rade Agreem ents B etwe en  West ern  Majo r 
I ndustri al  Cou ntrie s and Soviet-B loc Cou ntrie s of E urope

Bilaterals between Western major indust rial countries and Soviet bloc coun­
tries generally cover a 3- to 5-year period and stipulate the overall volume of 
trade. Annual protocols generally specify or amend the lists of commodities 
to be exchanged and, if necessary, modify other provisions of the agreement.

The overall agreements may include either a general description of the types 
and value of commodities to be traded  under the agreements, or a specific list 
of commodities and quant ities to be exchanged. Such li sts usually provide for 
bloc exports of fuels and raw materials,  such as crude petroleum, fuel oil, 
coal, forest products, ores and metals, and foodstuffs, including seafood and 
fish products, grains, wines, and liquors. The lists usually call for exports of 
only limited amounts of machinery and manufactured consumers’ items from 
Soviet bloc countries to the industria lized West. Among the commodities des­
tined for import by the Soviet bloc, machinery and transpor t equipment ar e by 
far the most significant category. Manufactured products such as chemicals, 
iron and steel products, and ball bearings rank next  in importance among Soviet- 
bloc imports. Consumer goods and foodstuffs usually play a  minor role in their 
imports.

The trade lists are not necessarily exclusive. Trade can take place outside 
the agreement, provided tha t the commodities listed in the agreement are shipped 
in the quantities stipulated.

These agreements are  based on world market prices. Some of the agreements 
include most-favored-nation treatment  clauses. They regulate the method of 
jiayments—with provision for swing credi t arrangements, arbit ration of dis­
putes, and mutual protection of traders in each other’s territo ry. They also 
specify agreed delivery dates.

The annual protocols are concluded under the overall agreements. These 
protocols specify commodities to be exchanged in cases where no specific lists 
were included in the overall agreement. They also adjust  types and quantit ies 
of commodities stipulated in the overall agreement and make other changes to 
reflect altered requirements of the contrac ting parties. These protocols thus 
tend to soften some of the rigidities  inherent in the long-term bilateral agree­
ments.
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No published tra de  agreements between  Western  countries and  the  bloc coun ­
trie s app ear  to contain provisions rel ating to pa ten t infringem ent. Many tra de  
agre ements have  classifie d annexes or amen dments, including let ters of und er­
standing . It  is possible, there fore,  th at  these special  adde nda to tra de  agree­
ment s do make provis ion for protec tion of designs, technology, and  the like 
ag ain st unau thorize d use, and other ma tte rs th at  the bloc pa rtn ers  do not  wish 
publicized.

Long-Term Trade and Payments Agreement Between th e Federal Republic 
of Germany and th e Union of Socialist Soviet Republics for th e Years 
1961-63
The Governm ent of the  Federal  Republic  of Germany and the Government of 

the  Union of Socia list Soviet Republics,
Consid ering a fu rthe r development of tra de  rela tions between  the  Federal

Republic of Germany and the  Union of Socia list Soviet Republ ics to be in accord­
ance with  the int ere sts  of the  two co untries,

And desi ring  to esta blis h a sound basis for  the  excha nge of goods and pay­
ments  between the Feder al Republic of Germany and  the  Union of Socia list 
Soviet Republics,
have agreed  a s follows :

ART ICLE 1

The Governm ent of the  Fed eral  Repub lic of Germany and the  Governm ent of 
the  Union of Socia list Soviet Republics, with in the  fram ewo rk of each cou ntry’s 
exis ting  legal provisio ns, shal l tak e the  neces sary measures  to promo te the 
mutual exchan ge of goods and  mut ual services in the  field of tra de  and  oth er 
economic relatio ns betwee n th e two countries .

ARTICLE 2

Duri ng the period Ja nu ar y 1, 1961, thro ugh  December 31, 1963, tra de  between 
the two coun tries  sha ll be car ried out  in confo rmity  with lists A an d B att ach ed 
to th e p rese nt agreem ent.

The compete nt au tho rit ies  of the two countrie s shal l immediately gr an t impo rt 
and  export licenses for  such goods as are  specified in the  lists ref err ed to above, 
in compliance with  their cou ntri es’ exis ting  laws, regu lations  and provisions .

The two govern ments  sha ll take every mea sure  in the ir power to make possible 
the  ent ire  fulfil lmen t of the  quotas provided for in lis ts A and  B. Fo r thi s 
purpose and to insu re the car ryin g out  of mutual  tra de  in a reg ula r manner, the 
two governments shal l ende avor  to insure  the  fulfillment, in each ye ar of the 
present agre eme nt’s val idity, of the  quo tas provided for  in the above lists , if 
possible equally  with in 6-month  periods. Goods the  deliv ery of which is bound 
to specific seasons  may be imported or expo rted  in the  course  of the  season 
concerned.

ARTICLE 3

Appr opria te adjus tm ent s in and suppl emen ts to the lis ts ref err ed to in art icl e 
2 shal l be made by mu tua l agreement when ann ual  tra de  protocols between the 
Fed eral  Republic of Germ any and the  Union of Socia list Soviet Republ ics are  
concluded.

ARTICLE 4

Both governments sha ll favo rably cons ider the  issua nce of impo rt and  exp ort 
licenses for  goods n ot specified in the  lis ts ref err ed to in art icle 2, or for  qu an ti­
ties  exceeding tho se set f or th  in  the  lists.
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ART ICLE 5

Payments resulting from trade between the Federal Republic of Germany and 
the Union of Socialist Soviet Republics and from transa ctions related thereto, 
as well as all curre nt payments between th e two countries, shall be effected via 
deutsche mark accounts of the State  Bank of the Union of Socialist Soviet 
Republics with the German Federal Bank (Deutsche  Bundesbank) and banking 
establishments in the Federal Republic of Germany.

With respect to the accounts of the State  Bank of the Union of Socialist Soviet 
Republics referre d to in paragraph 1, t he general provisions prevailing for this 
kind of accounts shall apply.

As far  as the foreign exchange regulation s of the two countries will permit, 
payments may also be made and/or accepted in currencies other than  deutsche 
mark.

ARTIC LE 6

The payments referre d to in article 5 shall be se ttled in accordance with the 
technical procedure established by agreement of the German Federal Bank and 
the S tate Bank of the Union of Socialist Soviet Republics.

ARTIC LE 7

The Government of the Federal Republic of Germany and the Government of 
the Union of Socialist Soviet Republics shall appoint thei r p lenipotentiaries who, 
upon the proposal of one of the two governments, shall meet in one of the two 
countries, in general alternat ely, to examine the execution of the present agree­
ment and, if necessary, to work out recommendations guaranteeing the orderly 
execution of the agreement, as well as any proposals for the improvement of 
trad e relations between the two countries.

ART ICL E 8

The present agreement shall enter into force on Janu ary  1, 1961; it shall be 
valid unt il December 31,1963.

Done in Bonn on December 31, 1960, in two originals in the German and Rus­
sian languages, both texts being equally authentic.

(Signed)  A. H. van Sciierpenberg,
(Fo r the  Government of the F ederal Republic of Germany). 

(Signed)  A. Smirnov,
( For the Government of the Union of Socialist Soviet Republics).
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L is t  A

Commodity quotas for imports from the terr itory of the Union of Socialist Soviet 
Republics into the territory of the Federal Republic of Germany for the years 
1961 throuyh 1963

1.
2.
3.
4.
5.
6.
7.
8. 
9.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20. 
21. 
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38. 
W.
40.
41.

G ra in s ...................................................... - ......... th o u san d  to ns ..
C ra bs,  c a n n ed ............ ..................... - .....................m il lion  D M .
C av ia r an d  ca nned  fi sh ...................................................... . d o . . .
O u ts  ...............................................................- —-............. . . . d o . . .
In te st in es  for m ed ic al  a n d  pharm aceu ti ca l p u rp o s e s .d o .. .
O il ca ke s an d  m ea ls  (e x tr ac te d )........... ......... th o u san d  to n s ..
V eg et ab le  oi ls,  c r u d e . . . . ...................... —........... ............... d o —
W hale  o il , c ru d e________________________ _________ . d o . . .
T im b er,  sa w n .................................... th ousand  cu bic  m e te rs .
T im b er,  r o u n d . . .......................th o u san d  s ol id  cu bic  m e te rs .
P ly w ood ................ ............................... th ousa nd  cu bi c m e te rs .
C el lu lo se ________________  th ousand  to n s .
B it u m in o u s c oa l........... .......   - ...........
Ir on  ore (fr om  K riw oj  R o g )---------------------t h o u san d  to n s .
M an gan es e or e_______________     d o . . .
C hro m e ore ________________________________________d o . . .
A p a ti te  o r e .. ............................................................................. o » —
A sb est os...................... ................................. - ...........................d o . . .
P ig  i r o n .. ............................................................... - ................. d o . . .
F e r ro c h ro m e .. ........................... ............................................d o . . .
F er ro si li co n_________________________ ______ _______ d o —
T ungste n  concen tr a te ------ --------------------  d o . . .
Z in c ...................   d o . . .
T in  .................  d o . . .
A n ti m o n y .. .................. ............. ................. - ......... - ............ d o —
P la ti n  um ........... . ........................................................... k il ogra m s.
P a ll ad iu m --------- ---------------- ---------------------- ------------
M ach in ery  a nd  e q u ip m en t......... ......... ............. .m il li on  D M ..
P et ro le um , c ru d e .................................................th ousa nd  to n s ..
D ie se l o il ________ ___________________________ _____ d o —
H eati ng  o il .. ------ --------------------------- ------- ----------------- d o —
G as oline__________________________________________ d ° ------
Bas e oi l.................. ....................... ................. - ............... ......... do -----
H ard  p a ra f f in .. ................................ ............................. - ............... ..
C hem ic als ................. .................................................m il lion  D M ..
B en zen e......... .........................................................t h ousand  to n s ..
P it c h  fro m b it u m in o u s co al t a r ------- ------------------------d o . . . .
A p a ti te  c oncen tr a te ------------------------------------------------ d o ------
T u rp e n ti n e  o il___________________ ______ - ........... . . . . d o . . . .
S u lf u r.

42.
43.
44.
45.
46.
47.
48.
49.
50.
51.
52.
53.
54.

P harm aceu ti ca l p re para ti ons a n d  cru de dr ug s
m il lion  D M ..

C o t to n . . . ._______  th ousand  to n s ..
L in te rs -------------- ---------------------------------------------------- d o . . . .
F la x  (fla x, to w , co m bin gs) ........... ....................................... d o . . . .
H e m p ____________________________________________ d o . . . .
Coa rs e wo ol an d  fin e goat’s h a i r ------------------------------d o ------
B ed fe at hc rs  a n d  d o w n _____________________ m il lion  D M ..
A nim al hai r and  b ri s tl es----------------------------------------- d o . . . .
F u r  s k in s_________________________________________ do------
R aw  to ba cc o.......................................................... th ousand  to n s ..
P re ci ous  a nd  se m ip re ci ou s st ones------ ----------------- .................
P r in te d  m a tt e r ........................................... - ........... m il lion  D M ..
P ro d u c ts  o f t he  m otion  p ic tu re  i n d u s t r y ...................................
M is ce llan eo us  go od s (p as se ng er  c ar s and  sp ar e p a rt s  th e re ­
for , am ber,  la b ra do ri te  in  bl oc ks , a lu m in u m  al lo ys,  ca d­
m iu m , gl yce rine,  fi sh m ea l, al co ho lic be ve rage s,  n a tu ra l 
honey , go od s for  consu m pti on  an d  o th e r goods)

m il lion  D M ..

1961 1962 1963

300 (>) C)
2. 6 3.4 3. 6

.7 1.1 1.6
4 4 4

10 10 10
35 35 35

5 8 8
7.5 12 15
425 475 500
650 650 650
2. 5 2.5 2.8

20 20 25
p .m . p .m . p .m .

200 300 500
75 65 65
85 80 80
80 85 85
35 40 45
30 30 30
2 2. 5 2.5

6. 5 8.5 8.5
2.3 2.3 2.3

6 8 10
1 1 1
2 2 2

1.300 1. 450 1,550
1. 500 1,600 1. 750

10 14 20
1.700 1,800 1. 900

275 275 275
425 425 425
110 110 110
10 10 10

p .m . p .m . p .m .
5 5 5

30 25 25
11 11 11

2 220 2 220 2 220
2. 5 2. 5 2.5

p .m . p .m . p .m .

1 1 1
24 28 30
.5 1 2
9 10 10

2 1 2 2 2 2

.35 .35 .35
3 3 3
2 2 2

16 16 16
2. 5 2. 5 2.5

p .m . p.m . p .m .
2 2 2

p .m . p .m . p .m .

26 26 26

N O T E S

1. T h is  li st  co m pr is es  on ly  go od s o ri g in at in g  or  h av in g  been  pr oduce d in  th e  te rr it o ry  of th e  U nio n of
Soc ia lis t Sov ie t R ep ubli cs . G oo ds  ac qu ir ed  th ro ugh  tr a n s it  tr ade  an d  re ex port  tr an sa cti ons sh al l be  
ch ar ged  ag ain st  th e co m m odit y  q u o ta s  est abli sh ed  in th is  li st  o n ly  b y  ag re em en t of th e  co m p ete n ta u th o ri ti e s  
of  th e tw o  c ou ntr ie s.  . . , , . ,___ > . .

2. C om m od it y  quo ta s  of  a bo ve li s t ex pr es se d in  val ues  a re  bas ed  on  f.o. b.  or fr ee -a t-bor de r pr ic es  o f th e 
export in g  coun tr y .

1 T h e  qu es tion  of  g ra in  im port s  sha ll  be  th e  su bje c t of  n eg o ti at io ns to  be  conduc te d  yearl y  a t th e  r ig h t 
ti m e  bet  wee n th e  tw o g over nm en ts  co nc er ne d.

2 M ay  be  rai se d.

30-6 42— 04—pt.  1 •8
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L is t  B

Commodity quotas for imports  from the terr itory of the  Federal Republic of 
Germany into the terri tory of the Union of Socialist  Soviet Republics for  the 
years 1961 through 196.3

To ta l, 1961 th ro ug h 1963

MACHINERY, EQUIP MENT OF VAR IOU S KIN DS , AND SHIP S

1.

2.

3.

4.

5.

6.
7.
8.

9.

10.

11.

12.
13.
14.
15.
16.

17.

18.

Ma chi ne tools for me tal  cu tti ng  (tur ni ng  la thes , gr inding  ma chine s, gear-  
cu tti ng  machin es,  jig-bor ing  mach ine s, ve rti ca l l ap ping  mach ine s, ma chine s 
for the  processing of pis ton ring s, co mpo ne nt  par ts  for passenger  cars an d 
tra cto rs,  a s w ell as ma chine s for the  stora ge i ndu st ry , etc.) .

Ma chine s for no nc ut tin g sh ap ing (mech anica l and  au to m at ic  pres ses for the 
me tal  po wd er in dus try, embossing  ma chine s, hy dr au lic  st am ping  pres ses, 
va cu um  p resses,  forging ma nipu lators , casti ng  ma chine s, etc .).

Powe r eq ui pm en t an d ap pa ra tu s an d eq ui pm en t and  ap pa ra tu s of th e elec­
tri ca l en gin eer ing  i nd ust ry  (wate r ed dy  brak es , fur nac es,  diesel  pow er st a­
tions , silic on rect ifie rs for elec tric  lo com otiv es, ele ctr ic dyna mom eters, etc. ). 

Coa l min in g e qu ip m en t, eq ui pm en t for m etal lu rg ical  and  pe tro leu m in du s­
tr ie s (coal prep arat ion plan ts,  eq ui pm en t for op en -p it mi ning , agg lomera­
tio n plan ts , rol ling mi lls  for co ld rol ling of tu be s,  rapid -workin g cabl e pe r­
cussion  dr ill in g pl an ts , loading ma chine s, etc.) .

Equ ip m en t for th e food in du st ry  thereof: Co mplete eq uipm en t for sug ar 
factories.

Refrigerat ion  p la n ts ___________________________ . ______ _________________
Equ ip m en t for th e lig ht  i ndu st ry ________ _____ ____ ____ _________________
Equ ip m en t for t he  chem ica l i nd us try,  there of:

Co mp lete  p lant  eq ui pm en t for the  pr od uc tio n of p olyp ropy len e..................
Aggrega te for th e crys tal liz at ion of sod ium  s ul fa te ............................................
Aggrega te for t he  h yd ra ul ic  ref ining of b enzene________________________
Co mp lete e qu ip m en t for the  pro du ct ion of di- iso zy an ate ne ___ __________
Equ ip m en t for t he  p rod uc tio n of p ho sp ho rus_________ _______ ______ _
Co mp lete eq ui pm en t for the pr od uc tio n of sim az ine an d at ra zi ne _______
Pl an ts  for t he  m an ufac ture  of foils from  vin ip la st ................. . .......... ..............

Equ ip m en t for th e cellu lose an d pa pe r i ndu st ry  (vac uu m eva po ra tin g plan ts , 
super eal enders,  e tc.)

Equ ip m en t for the bu ild ing ma ter ial s in du st ry  (veneer pl an ts  (Ueberfur-  
nie ran lag en) for pressed board s made of wood fibe r, ass em bling  ma chine s, 
eq ui pm en t for t he  produc tio n of m ine ral  wool,  etc. ).

Pu m pi ng  an d com presso r pl an ts (pum ps  an d com presso rs of various  kin ds , 
glassb low ing  machin es,  ve nt ila tors , e tc. ).

Eq ui pm en t for t he  poly gra ph ic in dust ry _____ ______________ _____________
Eq ui pm en t for t he  cable i ndust ry ........................................................... - ............ .
Fi tti ng s an d co mp onen t pa rts  for h igh -press ure  pipe lin es ------------- ---------------
Main  tr ac k electr ic loc om otives.......................................................... ........................
Sh ips  (fr ui t-t rans po rt shi ps,  wh ali ng  mothe r s hip s of med ium loa d ca pa ci ty , 

sucti on  dre dges,  gra in elevat ors , tank ers, etc.)  sp are pa rt s for ships , sh ip s’ 
rep air s.

Mi sce llan eou s ap pa ra tu s,  inc luding  precision in st ru m en ts  an d op tic al  ap ­
pa ra tu s.

Misce llan eou s e qu ip m en t (in clu din g special -ty pe  a ut om ob ile s) ...... ....................

DM31,000,000.

DM10,000,000

DM10,000,000.

DM110,000,000.

DM126,000,000.
3 comp lete s ets . 
DM52,000,000. 
DM5,000,000.

1 comp lete s et.
4 com ple te aggrega tes.  
1 com ple te aggregate.
1 con ple te set .

Do.
Do.

2 co mp lete plan ts.  
DM26,000,000. 

DM21,000,000.

DM63,000,000.

DM10,000,000. 
DM15,000,000. 
DM44,000,000. 
20 each . 
DM157,000,000.

DM16,000,000.

DM21,000,000.

1961 1962 1963

RA W MATER IAL S, SEM IFINIS HE D PRODUCTS, AN D OTH ER PRODUCTS

19. Iro n an d stee l rol led  s toc k, tube s inclu din g large-size we lde d tube s as 195 195 210
well  a s ro lled s tock  a nd  tu be s ma de  of a lloyed  ste el 

20. Co ld-r olle d st ri p  st ee l________________________
_____millio n D M -

___ th ou sa nd  t on s. 1 1 1
21. Sil ver  st ee l__________________________ ____ ___ __________ .. .t o n s .. 100 lo o 100
22. Che m ical s___________ ________ _______ _____ . . ............milli on  D M .. 21 26 26
23. Speci al pap er s................. .......... ................. .............. . ............. .......... do ___ 1.5 1.5 1.5
24. Ph armac eu tic al  pre pa ra tio ns , me dical e qu ip m en t an d in st ru men ts  

mi llio n D M .. 5 6 6
25. Lea th er ______________ ______ ____________ ___ ............... .........d o . .. . 9 9 9.5
26. Wool an d co tto n fabr ics.................................. . ......... ..........................d o___ 8.5 9 9
27. Le athe r shoes ............. ............ ...................................... ......... . ..............do___ 9 9 9
28. Seeds............... . ................ . . .................................. ....... .......................... d o . .. . 0.5 0.5 0.5
29. Bre eding ca ttl e . . .  . . _____ __________________ p.m.

2
p.m .

2
. p m .
* 230. Pr in te d m at te r________  ______  ___________ ............mi lli on  D M ..

31. Pr od uc ts  of th e mot ion pi ct ur e in dust ry .. .............. p.m . p.m . p.m .
32. Misce llan eou s goods ................... ................... ............. ............mil lio n D M .. 4 4 4

N O T E S

1. This  l is t com pris es on ly goods or ig in at ing or ha ving  been pro duced in th e te rr itor y of th e Federal  
Rep ub lic  of German y.  Goods acqu ire d th roug h tr ansi t tr ad e an d ree xport  tra ns ac tio ns  shall  be charged  
again st th e co mmod ity  qu otas  es tab lished in  th is  l is t on ly  by  ag ree me nt of th e co mpe ten t au thor iti es  of 
the tw o cou ntr ies .

2. Co mmod ity  q uo tas of ab ove li st  ex pressed in va lue s are  based on free -on-board or free-a t-bo rder p rices 
of th e expo rtin g c ou nt ry .
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W este rn  Credits to th e  Sin o-Soviet  B loc

During recent years countries of the industria lized West (including Japan)  
have made considerable use of government-guarantee credits  in sales of 
capita l equipment and commodities to the Soviet bloc.

The terms of credit s extended to the Soviet bloc tha t could be verified 
have so far been limited to a maximum period of 5 years, with interest 
at  the prevailing rate  for the supply of credits  to foreign countries—usually 4 
or 5 i>ercent. Frequently  a down-payment of about 20 percent of the value 
of the plant being purchased is made when the contract is signed, with future 
payments extending over a fixed period of time beginning wi th the date  of the 
first shipment of machinery or equipment. Approximately 80 percent of 
the credits extended, which are arranged by the signing firms, banks, or ins titu ­
tions, are insured by government guarantees.  These are arranged by a quasi- 
go vernmen tai credi t insurance corporation in the Western country. In the 
United Kingdom, for example, government guarantees of credits to Soviet bloc 
purchasers are made through the export credit guarantee department of the 
board of trad e; in Western Germany they are handled by the HERMES 
Corp.; in Sweden by the Swedish Export Corp.; in France by COFACE 
(Compagnie Francaise d’Assurance pour le Commerce Exter ieur)  ; in Den­
mark by the Export Credit Council; in Italy by an organization called 
UNIORAS and the Ins titute  Centrale per il Credito Medio Termine; in Japan 
through the Export -Import  Bank of Japan; in Canada through the Export 
Credit Insurance Corp, of Canada.

It  is estimated tha t outstanding Western credits to the Soviet Union are 
now around $500 million, including government-guarantee credits. A some­
what smaller amount is estimated to be outstanding to other Communist 
countries, including China.

It  is important to note tha t none of these credits are  long-term credits  and 
tha t our estimates are only rough approximations because commercial secrecy 
has made it extremely difficult to acquire precise, detailed data on amounts 
and terms.
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United States Senate, 
Committee on F oreign Relations,

Washington, D.C.
The committee met, pursuan t to recess, at 10 a.m. in room 4221, New 

Senate Office Building, Senator J.  W. Fulbr igh t (chairman) pre­
siding.

Pre sen t: Senators Fu lbright , Sparkman, Lausche, Symington, Car l­
son, and Williams.

O PEN IN G  ST A TEM EN T BY  T H E  C H A IR M A N

The Chairman. The committee will come to order.
The committee in it s hearings on East-West tra de will continue this  

morning with the testimony from the Secretary of Agriculture, Mr. 
Freeman.

Failures in agriculture within  the Soviet Union serve to focus the 
United States attention on the policy questions involved in trade be­
tween the free world and the Sino-Soviet bloc.

The Department of Agriculture , through its responsibility for ad­
minist ration  of the programs designed to mainta in an expandable ex­
por t market  for American farm goods, exercises considerable respon­
sibility in ca rryin g ou t policies re lating  to foreign sales of U.S. food­
stuffs, including sales to Soviet bloc countries.

In addition to p rovid ing us the facts about our foreign export pro­
gram, Secretary Freeman will undoubtedly have much pertinent in­
formation to give the committee as a result of his  personal inspection 
last summer of farm ing in the Soviet Union and some of i ts satellites.

Mr. Secretary, we a re pleased to have you. I believe you have a 
prepared statement you wish to present to the committee.

Secretary Freeman. Yes, Mr. Chairman.
The Chairman. Will vou proceed, sir.
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STATEM ENT OF HON. ORVIL LE L. FREEMA N, SEC RET ARY OF AG RI­
CULTU RE; ACCOMPANIED BY DOROTHY JACOBSON, ASS ISTA NT TO
TH E SEC RETARY; EUG ENE T. OLSON, SPE CIA L ASSISTA NT ON
SINO-SOVIET A FFAIRS, FOREIGN  AGRICULT URAL SERVICE  (F A S );
THOMAS E. STR EET, DIRECTOR, PROG RAM DEVELOPME NT DIV I­
SION, FAS; AND RAYMOND VIC KERY , DIRE CTOR, GR AIN AND
FEED DIV ISION, FAS

Secretary F reeman. Thank you, Mr. Chairman.
I welcome this  opportunity to discuss with you the very important 

question of East-West trade. You already have heard from Secre­
tary Rusk and Secretary Ball on this subject as it affects the foreign 
policy of the United States. Secretary  Ilodges discussed the  subject 
as it relates to the responsibilities of the Department of Commerce 
to control exports to Communist countries.

The Department of Agriculture  has several responsibilities with 
regard to trade, and some tha t particularly relate to trade  with Com­
munist na tions.

RESPO N SIB IL IT Y  TO PR OM OT E CO M M ER CI AL  TRA DE IN  AG RIC UL TU RA L 
PROD UC TS

Our first responsibility is to promote commercial trade in agricu l­
tural  products. This includes an emphasis on the development of 
markets and the promotion of exports for dollars throughout the free 
world. We carry on market development projects in G7 countries, 
but we obviously do not exert effort to promote sales of products in 
those countries to which exports are restricted or forbidden. We are, 
however, happy to report on the success of our trade  promotion efforts, 
and on the contributions being made to a healthier economy and better 
balance-of-payments position, by commercial exports of agricu ltural 
commodities in an amount now reaching well over $4 billion.

A D M IN IS TRATIO N OF PU B LIC  LA W 4 8 0  AN D OTH ER  R E SPO N SIB IL IT IE S

A second major area of responsibility of the Department of Agri­
culture in matters of trade relates to our obl igations in the administra­
tion of Public Law 480. With  regard to trade  with the area under 
consideration today, Public Law 480 affects only two countries— 
Poland and Yugoslavia. I shall re turn  to this subject later.

Third ly, and I  add this  to the prepared s tatement, it is the responsi­
bility of the Department of A griculture tha t we seek to keep informed 
about agriculture everywhere around the world, both behind the Iron 
Curta in, in the Far  East,  and in other countries as well.

In recent months, the area of East-W est trade that  has received the 
greatest publicity and discussion is the sale of wheat to the Soviet 
Union in which the Department of Agriculture, along with other 
agencies of Government, was involved.

Fina lly, the Department  of Agricu lture is asked to part icipate with 
the Department of Commerce and other departments in deliberations 
on the administrat ion of the Export Control Act of  1949 when export 
licenses are  being sought fo r agricu ltura l machinery o r technology.
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CONSIDERATIONS INVOLVED IN AGRICULTURE DEPARTMENT’S CARRYING OUT 
OF EAST-WEST TRADE RESPONSIBILITIES

The responsibilities of the Department o f Agricul ture in the whole 
area of East-West trade  are, therefore, limited. I t is clear, however, 
that we should carry out those responsibilities  in terms of the  overall 
trade  policy and foreign policy of the United States. In arriv ing at 
the positions that we should take in these matte rs that are our  respon­
sibility we must therefore  consider the overall policy of the  nation on 
the whole subject of East-West trade.

In carrying out these responsibilities, we cooperate with other ex­
ecutive agencies in following policy as set fo rth in legislation enacted 
by the Congress and as expressed by the President of the United States 
and the Secretary  of State.

PRINCIPAL LEGISLATIVE ENACTMENTS

The principal legislative enactments involved are Public Law 480 
and the Expor t Control Act of 194!). The latter act was passed ini­
tially to prevent the sending to the Soviet bloc of any strategically 
significant exports tha t would contribute to mil itary potential. I t was 
amended in 1962 to include in this prohibit ion exports tha t would 
“make a significant contribut ion to the milita ry or economic potential 
of such nations which would prove detrimental to  the national security 
and welfare of the United States.” This amendment was added in 
recognition of the avowed intention of Soviet leaders to seek their 
goal of extending communism throughout the world, not only by 
milit ary action, but by political  and ideological warfare waged by 
economic means. Since t hat  time those leaders have been even more 
explicit in terms of saying tha t they would “bury” us—not physi­
cally—but by victory through political and economic means.

BASIC POLICY OBJECTIVE— PREVENTION OF EXTENSION OF COMMUNIST 
DOMAIN

Our f irst policy objective, as stated to you so well by Secretary Rusk 
when he appeared liefore this  committee on March 13, is “to prevent 
the Communists from extending th eir domain, and to make it costly, 
dangerous, and futile for them to do so.*’ If  the  Communists seek to 
use their  economic strength  to extend their domain, whether it be by 
economic assistance to Cuba and North Vietnam or by aid to develop­
ing and uncommitted countries, it is of concern to the Uni ted States.

PROBLEMS RE STRE NGTH ENING OF SOVIET ECONOMIC POTEN TIAL

We have faced no difficult problems in our determination to prevent 
exports to the Soviet bloc that contribute to its  mi litary  potential and 
its milita ry strength. Our problems have been in the area of strength­
ening economic potential. If,  however, the Communists a re now em­
phasizing the use of political  and economic weapons to extend their  
influence and thei r domain, we should examine very carefully any­
thing that would enhance thei r economic potential.  Anything that
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contributes to the economic potential of the Soviet I nion—thus in­
creasing its  potential for conducting a cold war by economic means— 
may prove detrimental to the national security and welfare of the 
United States. This would include economic strength in the agricul­
tural  sector of its economy.

There are countless examples of how the Soviet Union uses its 
economic potential to win friends and to bend the developing coun­
tries toward communism. It  has, for example, conducted a propaganda  
campaign to convince Ghana tha t adoption of  Communist institutions 
and methods in agriculture would enable this emerging nation  to 
produce an abundance of food. We have seen reports of recent debates 
in the Ghanian Parliament with advocates of the Soviet example 
being opposed by those who argue tha t the U.S. example would 
be better because it obviously is more successful in the produc­
tion of food. But the fact remains tha t any move to increase the 
economic potentia l of the Soviet Union  also will increase its  potential  
for aid to developing nations. It  would be naive to assume tha t such 
aid would not involve Communist influence and infilt ration.

TECHNICAL DATA RELATING TO AGRICULTURAL PLANTS AND MAC HINE RY

Another factor to consider in licensing exports to the U.S.S.R. in­
volves technical d ata relat ing to agricultural plants  and machinery as 
well as the machinery equipment and plants  themselves. Making our 
peaceful technology available would have the effect of releasing their 
scientists, engineers, and technicians for work on o ther and perhaps 
less peaceful projects. It would material ly shorten the time needed for 
research and development, and could substantially increase the ir eco­
nomic potential.  It  could hasten the time when the Communists 
could more effectively infiltrate and influence the developing and 
uncommitted countries through  aid  programs. It  could enhance their 
ability  to provide economic aid to such countries as Cuba without also 
imposing unacceptable deprivations on their own people in the Soviet 
Union.

Might I add to this testimony, Mr. Chairman, in addition, tha t on 
the other hand, i f the U.S.S.R. spends more of its foreign exchange on 
the purchase of agricultura l equipment, this could represent a concen­
tration of effort on agriculture , and the  production of consumer goods 
tha t would signify a diversion of effort from farming to undesirable 
ends such as military or space activity or Soviet foreign aid.

SIGNIFICANCE OF SOVIET AND U.S. AID PROGRAMS

The Chairman. Mr. Secretary, do you mind if I inte rrup t you 
there?

Secretary F reeman. No, sir.
The Chairman. You say it could hasten the time when the Commu­

nists could more effectively infilt rate and influence the developing and 
uncommitted countries through aid programs.

You seem to assume that  an aid program promotes the extension of 
the influence of Russia; is that what you mean ?

Secretary Freeman. Yes, I think-----
The Chairman. Why is it tha t some of our own people, especially 

Members of Congress, take exactly the oposite view tha t our aid
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program is nothing but a giveaway program and is destroying and 
weakening the fabric of the United States ?

And they cut it very, very severely, except for military aid. How 
do you reconcile this? If  it  is effective and useful to the Communists, 
why isn’t it to us ?

Secretary Freeman. It  would appear to me tha t the  Communist aid 
program is obviously useful to the Communists or they wouldn’t con­
tinue to do it, and it is my judgment tha t foreign aid is useful to us 
as well where we effectively do it.

The Chairman. You mean you are questioning the wisdom of the 
Congress in this respect ?

Secretary Freeman. Well, on occasion I do not necessarily ques­
tion their wisdom, but I sometimes question their conclusions, Mr. 
Chairman, or at least tha t of some Members.

The Chairman. It does seem strange  to me th at we are very sus­
picious of the Russians when they engage in this but when we present 
a bill for aid to the  Senate and the Congress we are accused of being 
soft and stupid and wasteful, and so on. It  is very rarely  tha t they 
accept the idea that this is some subversion of the uncommitted coun­
tries.

Isn ’t that so?
Secretary  F reeman. Yes, sir.
The Chairman. Well, I just wondered what you meant by this. 

Go ahead, sir.

COMPARATIV E ADVANTAGE PR IN CIPLE  APPLICA BLE TO EAST-WEST TRADE

Secretary Freeman. Most of the agricultu ral machines, plants, and 
technology’ which the bloc countries seek from the United States are 
highly sophisticated and technologically advanced. They seek to buy 
only one or two of these items for use as p rototypes for models they 
would then produce themselves. There is no way, of which I am 
aware, to determine if the Soviets might export some of the machines, 
technology, or plants  to countries that, are more immediately and di­
rectly affecting our security, such as, for  example, Soviet agricul tural 
assistance in the form of chemicals and a ferti lizer  plant to North 
Vietnam.

In a contest between ideologies, which is being carried out in the 
arena of economic development, any measure tha t strengthens the 
economic potential of the opponent would seem unjustified unless we 
can. at the same time, correspondingly strengthen  our own potent ial. 
If  this principle is sound, and I believe it is, then we could apply that  
principle in the following manner to those areas of East-West t rade 
which are, in part,  a responsibil ity of the Depar tment  of Agriculture.

VALUE OF U. S.  SALE OF WHE AT  TO SOVIET UNIO N

For  consumer goods—particularly agricu ltural  commodities tha t 
will l>ecome consumer items, such as the sale of wheat.—exports are 
clearly justified and of real value to the United States. Secretary 
Rusk made the point that sales of U.S. wheat to the Soviet Union were 
of relatively margina l importance to them. If  the ir economy is 
strengthened, then the position of the United State s is strengthened 
even more. The U.S.S.R. has apparently been forced to sell substan-
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tial portions of their extremely limited stocks of gold to pay for these 
imports. We have gained lx>th by increased foreign exchange and 
diminished surpluses.

We have scored another gain which, in the long run, may be of even 
more value in the world propaganda  field. Most of the developing 
and emerging nations of the world a re hungry. They search eagerly 
for the best methods of achieving economic development and higher 
living standards. An abundance of food is very important, to them. 
When the strongest Communist nation must purchase wheat from a 
nation that  has enough lx>th to spare and to share, a significant pro pa­
ganda victory has been scored for our way of life. We should make 
as great a use of it as possible.

For  all of these reasons, the bargain  we are making in selling wheat 
and similar agricul tural commodities to the Soviet bloc strengthens 
our |x>sition far  more than it does the  position of the Communists.

PR IN CIP LE  OP COMPARATIVE ADVANTAGE APPLIED TO EXPORT OF ADVANCED 
TECHNOLOGY

In applying this basic principle of comparative advantage to the 
export of agricultural and related machinery, equipment, plants, and 
technological data, the situation may be different.

If  the parti cular machine, equipment, or technological data sought 
by Communist bloc nations can readily be purchased elsewhere, we 
could gain nothing by proh ibiting its export. Under such circum­
stances, a denial would merely take  business away from U.S. export­
ers, but would not prevent a contribut ion being made to economic 
potential.

But licenses are also sought for exports of complicated, sophisti­
cated, and advanced machinery, plants, and technology which would 
contribu te substan tially to economic potentia l and which are not read­
ily obtainable from sources outside the United States. This presents a 
problem in which our decision must lie based on the recognition that, in 
a cold war contest with an opposing ideology tha t admittedly and inex- 
tricably  combines economic and political methods and goals, anything  
tha t strengthens the opposition weakens our comparative position, and 
is therefore detrimental to the security and welfare of the United 
States, unless it can he accompanied bv something which correspond­
ingly strengthens our own position.

Using the principle of comparative advantage, the United States 
should always be ready to undertake effective bargain ing that  could 
on balance proportionately strengthen the U.S. position. Thus, any 
liberalization of our export licensing policy should be accompanied 
by the negotiation of an appropriate  quid pro quo in our national in­
terest.

FLEXIBL E POL ICY  ADVOCATED FOR SATEL LITE COU NTR IES

This same principle has significance with regard to exports to the 
satellite countries. Secretary Rusk pointed out tha t the United States 
is st rengthened when it is able to influence the satellite countries to­
ward lessening thei r ties with the  Soviet Union and toward strength­
ening the ir ties with the West. If , in return for exports that may 
help the economy of  a satellite nation, the United States can weaken 
the ties of that  nation with the Soviet Union, it would be a very
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good bargain  in our national interest. A policy flexible enough to 
permit us to operate somewhat differently with regard to satellite 
states—even if they have Communist governments—makes good sense. 

PUR POS E AND NA TURE OF PUBLIC LAW 480  PROGRAM W IT H POLAND

Certainly this idea has been the basis of our operation of a Public 
Law 480 program with Poland.

Poland  has been one of the larger recipients of food aid under Pub­
lic Law 480. The export market value (world prices) of title I agree­
ments totals about $530 million, the  first being in .June 1957 and the 
most recent in February  1964.

Since the upheavals in Eastern Europe  in 1956, Polish leadership 
has been a ttempting to follow a course of independence in internal 
policy and has also sought to develop closer relations with the West. 
To encourage these efforts the United States  in 1957 started to give 
limited support through Export-Import Bank credits and sales of ag­
ricul tural commodities f or Polish currency under Public Law 480.

The short-term results of this encouragement include the operation 
of an informat ion program in Poland, the circulation of American 
books, films, and magazines, and the fact that the Voice of  America 
broadcasts are not jammed; and we maintain some contact with the 
people of Poland.

In addition to encouraging independence on the part of Poland, 
Public Law 480 has given us an oppor tunity to develop markets on 
a commercial basis. In the early 1950's sales of U.S. farm products 
to Poland averaged about $1 million per year. Since Public Law 
480 programing with Poland in 1957, sales of our commodities to 
Poland for cash and shor t-term credit have increased, reaching a high 
of more than $60 million in 1963. Title I agreements with Poland 
over the past 5 years have averaged about $65 million per year. 
These agreements were in the form of special arrangements applying 
only to Poland in which repayment for zlotys held in U.S. accounts 
are returned to the United States in dollars, in annual installments 
over a period of 40 years , with no interest, afte r a grace period of 
10 years. The special arrangement  for repayment in dollars under 
title I is peculiar to Poland  because the Battle Act prohib its the 
zlotys proceeds to be loaned or granted to Poland. With only a lim­
ited use for zlotys, the repayment provisions in dollars were developed.

The Public Law 480 agreements signed in February 1964 provide 
for $30 million under the conventional long-term arrangement ; $30 
million under ti tle I  repayable in dol lars in 3 years; and $30 million in 
cash or 18 months credit. Obviously, this means much more favor­
able terms from the U.S. standpoint and a large step in the direction 
of greater commercial trade.

PUR POSE AND NATURE OF PU BLIC LAW 480  PROGRAM W IT H YUGOSLAVIA

Yugoslavia has also been one of the large r recipients of food a id 
under Public Law 480. The export  market value (world prices) 
of tit le I agreements totals  more than $600 million. There have been 
16 title I agreements (includ ing amendments) signed with the Gov­
ernment of Yugoslavia, the first being in J anu ary  1955 and the most
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recent in November 1962, with  wheat, cotton, and fats and oils being 
the principal commodities.

Large title I, Public Law 480 agreements have l>een entered into 
with the Yugoslav Government as a part  of overall efforts to min­
imize dependence by tha t country on the Soviet bloc and to maximize 
Western orientation of the Yugoslav Government. In 1948 Yugo­
slavia broke away from the Comintern.

U.S. economic policies toward that country since that  time have 
been directed to foster Yugoslav independence and to counter the in­
fluence of the Soviet bloc in Eastern Europe. Public Law 480, there­
fore, has been impor tant in the extent to which Yugoslavia faces to 
the West.

Yugoslavia is a developing country and U.S. economic assistance 
and food aid have contributed to its economic growth. Because of 
the improvement in Yugoslavia’s financial position we have hardened 
our trade  terms with them by reducing the level of title 1 assistance 
and shif ting in part to title  IV—long-term dollar  credi t arrange­
ments—in Public  Law 480 programing. Title  IV agreements ini­
tiated in Apr il 1962 total about $35 million. A complete shift to 
title IV or regular commercial arrangem ents has been delayed tem­
porarily by the effects of the earthquake in Skopje last year, but is 
expected next year.

RESULT S OF U.S.  TRADE W IT H POLA ND AND YUGOSLAVIA

Our trade with Poland and Yugoslavia has strengthened their 
economies, but at the same time it has strengthened the overall posi­
tion of the United States. In the case of Poland it served to weaken 
ties with the Soviet bloc, and to strengthen contacts between the 
Polish people, most of whom are not Communist, and the people of 
the free world. In the case of Yugoslavia, it helped to support that 
nation' s break with the Soviet bloc and continued resistance to 
domination by the Soviet Union. It  very definitely contributes to the 
achievement of our objective of—to use tlie words of Secretary  Rusk— 
“encouraging trends within the Communist world making for an 
evolution toward greater national independence, peaceful cooperation, 
and open societies.”

PR IN CIP LE OF COMPARA TIVE ADVANTAGE AS GU IDEL INE

I have presented here the basic principle of comparative advantage 
as a guideline for trade with the Communist nations,  and 1 have tried  
to describe that principle both in the abstract and in the specific.

Obviously, it is a principle which requires judgments to be made 
on each individual case, geared to curren t conditions as they exist 
at any par ticu lar time. As Secretary  Rusk expressed so well, our 
policies must be flexible enough to be effective in the promotion of our 
national interes t under a varie ty of different conditions, in a world 
marked by rapid change.

I believe that the policies we have followed with regard to Poland 
and Yugoslavia have substantially furthered both the economic and 
ihe security interests of the United States. I believe that , in the 
recent sale of wheat to the bloc countries, the comparative advantage 
gained is overwhelmingly in favor  of the United States.
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I agree with this committee tha t it is impor tant to evaluate and 
review the problems involved in East-West trade, and I am ready 
to try to answer as well as 1 can any questions you might see fit to ask.

Thank you, Mr. Chairman.
The Chairman. Thank you, Mr. Secretary.

communists’ program for extending their domain

I notice in the first pa rt of your statement  you refer red to the Com­
munists’, particular ly the U.S.S.R., program for extending their 
domain.

Ju st what do you mean by the  word “domain” ?
Secretary  F reeman. By the word “domain,” I  think thei r objective 

of accomplishing Communist governments and Communist economies 
over which they can have control in as many countries as possible.

The Chairman. I had heard it rumored they have been consider­
ing dropp ing that  objective because of  the difficulty they might en­
counter, if all the countries became Communist, o f finding a supplier 
for wheat. Have you heard any thing like that  ?

Secretary Freeman. I have heard such rumors and I believe th eir 
failures in agr iculture  do tend to deter them in atta inin g the goal they 
have stated.

The Chairman. If  they were successful they might have a very 
difficult, time feeding the people ?

Secretary Freeman. Yes, sir.
The Chairman. I agree with you, o f course, in your wheat sales, 

and this committee did,  a lthough there was very st rong opposition to 
that policy.

secretary freeman’s observations on soviet agricultural 
DEV ELOPM ENT

You journeyed through  Russia, last year, I  believe.
Secretary Freeman. Yes. I was-----
The Chairman. I wonder if you would care to give the committee 

a little resume of your observations on the ir ag ricul tural  development.
Secretary Freeman. Well, Russian agriculture, like our agricu l­

ture, is a complicated, sometimes contradictory, pattern which doesn’t 
lend itself to  easy generalization.

I would say th is, by way of my own conclusions from our observa­
tions, and I was accompanied on this tour  by some of the professional 
people within the Departmen t of Agriculture, Mrs. Jacobson was with 
me, and I  think we would agree, first, th at the system tha t is followed, 
mainly collectivism, whether i t be the collective farm or the  state farm 
in the Sovie t Union, with the  heavy involvement in bureaucratic  domi­
nance from Moscow, is the greatest deterrent toward efficient and ef­
fective agricultu ral production in the Soviet Union.

The system is simply not elastic  enough to adjust to the host of local 
differences that  are jus t a part of successful agricultura l production.

Even the tra ining of a significant number of experts which thev have 
done, and the placing of those experts in the  collective farms, breaks 
down when they seek to apply  on a collective basis through enormous 
holdings the knowledge that they have, and to get it as a practical 
matter into effect.
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An d so in niv jud gm ent, ce rta inly  in ter ms  of  a pe r ca pi ta  basis , 
by way of efficiency of ou tput , the collective system is sim ply  never 
go ing  to  be able  to  comp ete wi th ou r fam ily  fa rm  free en ter pr ise  
ag ric ult ure .

SOVIET PROGRESS AND DE FIC IENC IES IX  AGRICULTURE

On the  ot he r hand , like in some othe r thi ngs, when t he  Sovie t Un ion  
wants  to conce ntrate  on a lim ited objective, why the y can make some 
pro gress, an d pro gre ss was obs erva ble  to us on some of  the  crops th at  
lend  themselves the  best to mass p roducti on  which would be in  th e field 
of  such  t hing s as sugarbeets, some of  the grain s, sunf lower, whe re the  
ap pli ca tio n of hea vy machi ner y an d a common tech nique would  ten d 
to gi ve the best resul ts.

But  even here, why  the y were lagg ing subs tan tia lly  behin d, and 
in the more diversi fied  and sophist ica ted  pro duction , like  fr uit s and 
vegetab les and da iry  and anima l hu sban dry, fa r, fa r beh ind . Th ei r 
mark eti ng , of  course, was very ineffic ient and th ei r ab ili ty  to  move 
per ishabl es to  m arke t wi th any  efficiency at  all is sh arply lim ited .

Also , of course, if  we are to  be rea lis tic , we m ust face  t he  fa ct  they 
hav e not  in ves ted  in  a gr icu ltu re  ba sically a nd  th ere  is  now t al k at  least 
th at  such investment is g oin g to be made.

Fu nd am en ta lly , the y have financed  th ei r indu str ia l, th ei r mili ta ry  
an d scien tific and tech nolo gica l prog rams o ut of  th ei r a gr icul tu re , and 
there are  some ind ica tions th at they  may now be pl an ning  more in ­
ves tme nt in ag ric ult ure .

So I  would sum marize  b y sayin g th at there  is a po ten tia l, if  they 
are wi lling  to  m ake  th e inv estment of  peop le and resources to  increa se 
th ei r overall to tal  p rod uct ion . But  th is  is also  go ing to  be a w eak  p ar t 
of  th ei r economy, I th ink , r ega rdless , because ag ric ul tu re  does not lend  
its el f to  th e mass production technique s of  collectivism , and I  th ink 
th is  has been a mp ly dem ons trat ed.

EF FICI EN CY  OF MASS PRODUCTION  TE CH NIQU ES

Th e Chairm an . Tha t last  s tat em en t confuses me a bit . I  thou gh t 
in th is  cou ntr y unde r ou r sy stem  mass produc tio n technique s ha d suc­
ceeded ext rem ely  well.

Se cre tar y F reeman. I th ink the y have succeeded ext rem ely  well in 
indu str y.

Th e Chairm an . In  co tton , wh eat , a nd  soybean s we a re h ighly m ech­
anized , a nd  I  w ould  call it mass p rod uctio n.

Se cretary F reeman. Well, I th in k the economic com pet itio n wi thin 
ag ricu ltu re  i tse lf where we today ha ve  a  high er  p erc entag e of  fam ily  
fa rm s th an  we ha d 10 ye ars  ago, wou ld ind ica te th at  a fam ily  far m 
operat ion  is  ac tual ly  the  mos t efficient.

Th ere is a break po in t in ter ms  of  the size of  an  o pe ratio n when it 
becomes less  eff icient, and I  t hi nk  i n th e com pet itive ma rke tpl ace th at  
th e ade quate-siz ed family  fa rm , w hich I  w ill define as one  th at uses no t 
mo re th an  one  an d a ha lf  ma n-years  of  out side lab or  and grosses at 
leas t $10,000 a year,  is do ing  very  well.

I t  is  tr ue  t hat there  are  cer tai n of  t he  commodit ies th at  can be mass 
produced of  w hich  cotton an d gr ain,  as the  chair ma n says, are  exam ­
ples.  Th ey  can  be produ ced  with con siderable  efficiency in l arge r unit s
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within our free enterprise system; but even so, those large r units in 
many instances are family  farm operations today, part icula rly in the 
grains.

The Chairman. I know very littl e about it. I was trying to elicit 
what you think is the key difficulty.

SOVIET AGR ICUL TURAL FAILU RES LARGELY DUE TO THE SYSTEM

Is their  land, for example, reasonably comparable to ours? Is it 
productive land, or are the ir failings due primar ily to the system under 
which they operate ?

Secretary Freeman. I think  it is the failu re pr imari ly of the system, 
but it is also true  tha t they have not invested enough in  agriculture, 
although limited investment of capital  has  been made. It  is also true 
the ir land is less fertil e and th at thei r climate is much more regressive 
than ours and so we do have certain natural advantages along tha t line.

AGRICULT URAL FA ILU RE  MOST OUT STA NDING

The Chairman. You would agree tha t t heir  failure in agriculture 
is perhaps the most outstanding failure they have suffered in their  
system ?

Secretary  Freeman. Yes, sir ; it  certainly is.
And our grea t success in agriculture, therefore,  s tands as, I  think, 

the sharpest cont rast between the free world and the Communist world 
of any th at we have.

There may be some question about missiles and milit ary and steel 
production and a number of other things, but there is no question 
about who excels and who wins the race in agriculture.

QUESTION of patent and design protection

The Chairman. You mentioned in your statement the matte r of 
selling the Soviets machines. Has any effort been made on our  part  
to arrive at any bilateral agreements with regard to this question of 
protection of pa tents or designs?

Secretary Freeman. There have been a good deal of discussions 
about this, and there was a Soviet trade mission tha t toured here about 
a year  ago, when it was discussed.

1 am informed that certain Europeans  were compensated in part  for 
what we would call invasion of a patent. I mentioned th is to Kh ru­
shchev when I  visited with him last summer, and he indicated lie was 
aware of the problem but rather brushed it off and we didn 't dig into 
it very deeply.

SOVIET ATTITUDE TOWARD PA TE NT  AGREE ME NT PROPOSAL

The Chairman. You are not certain whether or not they would 
respond to a proposal that  if we sell them certain  machines they would 
agree either not to rem anufac ture them or, if  they did , to abide by the 
usual practices regarding the protection of patent rights  ?

Secretary Freeman. It  would be my judgment,  and this is just a 
hunch, that they would at least consider this seriously if there were 
indications tha t would in turn intend to expand the area of  trade with 
them in such technology.
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The C hairman . So far  as you k now, no serious e ffor t has  been made 
to reach any  such  agre ement  ?

Secre tar y F reeman. So fa r as I  kno w there  have been no for ma l 
discussions along th is line.

Th e Chairm an . Bu t some of  the Eu ro pe an  countries hav e dealt  
wi th thi s?

Secre tar y F reeman. Some o f the  Eu ro pe an  countrie s have . I t  h as 
been discussed a numb er of  times with  some of ou r officials an d some 
peop le in pr iva te  in du str y as well.

POLAND  AND YUGOSLAV FARMS LARGELY’ PRIVATELY OPERATED

The  Chairm an . Di d you go to Yu gosla via  on th at tr ip ?
Secre tar y F reeman. Yes, sir.
The  Chairm an . I s it tru e abo ut 80 p erc en t of  t he ir  l an d is no t col­

lect ivized bu t is  op era ted  priv ate ly,  as  it  is in thi s c ountr y ?
Secre tar y F reeman. Ac tua lly , I  th in k the  figu re is 87 perce nt of 

th ei r lan d. Thi s is tru e also of Po land , where  mos t of  the  land  is 
opera ted  by pr ivat e opera tor s, pr ivat e landow ners.

PRIVAT E AGR ICUL TURAL OPER ATIO N COMPARED TO SOVIET COL LECTIVIZATION

Th e Chairm an . I s i t your observat ion  t his  is m ore e ffective th an  the  
syste m as followed in the  Soviet Un ion ?

Se cretary  F reem an. I would only say  th at  the  ag ric ul tu re  an d the  
prod uc tiv ity  in both Po land  and  Yu goslavia  were signif icantly high er  
an d th ei r ou tp ut  gr ea te r on any measu rab le bas is th an  th at  in  the  
collectivized systems  in the  U .S. S.R . or  Bu lg ar ia  or Ru ma nia , too.

Th e Chairman . And  was th is due  t o the way it  is org anize d or  the  
be tte r supp ly of fe rti liz er s or  be tte r lan d, and so on? How do you 
pinp oint  the differen ce? I  ju st  w an t to make it  c lear .

Se cre tar y F reem an. I t would be my judgme nt th at it is due  to its 
org aniza tio n fundam ental ly.  Ag ain , the ind ividual op erator  ca rin g 
fo r his  own land  a nd  ge tting  the  resu lt of  h is own inv estment of  t ime  
and  effort, in the m ark etp lac e simp ly does a be tte r job, a nd  th is o bse rva ­
tion rep eated  itself , I  th ink,  in term s of  the costs involved, even in 
some of  the  more efficient collectives th at  we visi ted.

IMP ORTANCE OF INCE NT IVES

Th e Chairm an . Then the  m at te r of  ince ntives is very im po rta nt , 
is it?

Se cretary  F reeman. The m at te r of ince ntiv es is very im po rta nt , 
an d recognized, as you  know, by the Sovie t Un ion  itself . One of  the  
obs erv ations t hat  I  m ade  is I  did  n ot  find an yone w orkin g on a Sov iet 
collective or sta te  far m who d id  no t hav e a piecew ork ra te  of pay.

In  ev ery ins tan ce there  was an effo rt, at leas t, to ge ar  t he pa y to the  
out pu t;  to provide  fo r di str ibut ion of  so -cal led pro fits  in the  c oopera­
tives, and, of  course, the  so-called psy cho log ica l incent ives of lab or 
heroes and this  kind  of  th ing .

So the y are acu tely aw are  of  t he  incent ive  part  in all  this.
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SECRETARY FR EE MAN ’S RECEPTION IN  THE U.S.S .R.

The Chairman. Did they receive you cordially and allow you to 
see what you liked in thi s field of agricul ture?

Secretary  F reeman. Yes. I must say th at they did, Mr. Chairman. 
In  traveling throug hout the Soviet Union, this was, of course, at the 
time of the negotiations of the nuclear test ban, and we did not have 
a single unpleasant  incident.

I  made i t a point, everywhere I  had an oppor tunity , to mingle with 
the people and bring them greetings from the President, from the 
farmers  of  the United  States, and without exception, why we had  a 
very cordia l and extremely friendly and outgoing reception with just 
farmers and workers wherever we went, and a very , very strong feel­
ing in re lation to peace. The word “peace” was almost like pulling a 
trigger. It  would inevitably bring  for th a vigorous, positive, and 
friend ly response and applause and tha t kind of thing.

VISIT TO FAR MLANDS IN  THE URALS

So in terms of  access to  fact, we were—our schedule was somewhat 
changed. We were not granted our request to go into Kazakhstan, al­
though  we did not make a sharp  issue about this  change in the schedule 
we had requested. Instead, we went into the Ura ls, in the  vicini ty of  
Orenburg, which we were pleased to do since no American had been 
there since shortly aft er World  W ar I. This  was one of the original 
new land areas which w’as opened.

Subsequently, when th e crop in Kazakhstan proved as bad as the 
facts disclosed, we thought perhaps  we were purposely not routed 
there. Many, many Americans had been there in  previous years.

What we did, we went to the individual farms. They selected 
them, of course, and we had to adju st accordingly but we would sit 
down around a tab le like this one for  as long as 3 hours at a stre tch 
with the manager of that farm, with his staff and his technicians, 
and we would actually insist tha t they should bring out thei r books.

We would review the ir operations, thei r investment, what they 
produced, what they sold it for, what they got, what thei r costs were, 
what they paid different people, what kind of work they did, how 
it was organized, what the ir relations were with thei r Government, 
who told them what to p lan t and how ; wha t the  whole business was; 
we went over this again and again and again, and I think I would 
say tha t they were in these instances very responsive and answered 
all questions we asked, and sometimes we pushed rath er hard.

QU ESTIO N OF SOVIET GRAIN  RESERVES

The only th ing I could never get an answer to, including from the 
Chairm an himself, was, “What  kind of grain  reserves do you have?” 
I asked tha t question again and again and again. I asked it  twice of 
Khrushchev in our personal visit, and there was never any response 
in connection with it.

The Chairman. Maybe they didn't know.

30-6 42— 64— pt . 1------0
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Secretary Freeman. This would be my guess. I actually  would 
have the feeling, Mr. Chairman, that  at the end of J uly  when we spent 
these 2 hours with Chairman Khrushchev it would be my judgment 
he probably did not know that they were in as bad shape as they sub­
sequently proved to be.

After  all, they have under the plow something in the neighbor­
hood of 500 million acres of land, and they added a hundred million 
acres more or less into the so-called new’ lands.

You take a hundred million acres and add two bushels to an acre, 
which a good ra in can do in short order  i f it comes in the right time, 
and obviously this means an enormous quantity of production. And 
so righ t up until the last moment, and this is, of course, true  even 
in our country,  where we have reasonable, expertise in crop predic­
tion, it is difficult to know. So I doubt very much he knew.

But he must have had some ideas and tha t was obviously strategic 
information.

DES CRIPTION OF THE SOVIET “ NE W LAN DS”

The Chairman. You saw’ these so-called new lands?
Secretary Freeman. Yes, sir.
The Chairman. Describe them. Were they like our West, in the 

dust bowl period, or what were they like?
Secretary  F reeman. I would say they are very, very similar to the 

dust bowl area, to western Nebraska, North and South Dakota, east­
ern Montana and Colorado, much the same.

The Chairman. And your opinion is they should never have been 
plowed up ?

Secretary Freeman. T think if you had had adequate cereals and 
grain they should never have been plow’ed up, and we are in the 
process of put ting significant par ts of it into grazing and conserva­
tion uses.

On the other hand there are parts of it which today because of 
technology we are able to apply in dry-land  farming are producing 
quite efficiently.

When they are handled in the proper  manner and when they are 
properly  fallowed, they can lie productive. It  was our judgment that  
the Soviets were not doing this by and large, in the new' lands.

SOVIET EX PE RIEN CE  WTIT H  HY BRID CORN

The Chairman. Are they using hybrid  corn, for example? Do 
they have developments similar to those wTe have made?

Secretary  F reeman. Yes, they are using hybrid corn very exten­
sively and have advanced in it to the extent that  they are now breed­
ing hybrid  corn according to the given area by way o f the climate, 
soil texture, and other things.

This is a very slow’ process under  their  system; the adaptabil ity to 
local conditions moves extremely slowly, but the hybrid  corn area is 
an example of one where, fir st of all, it seemed to me they would— 
a directive would come out, there would be a policy, and then every­
one would star t doing it.
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In  othe r words, it was fashio nable  to pl an t com so eve rybody  
pl an ts  corn, inclu din g in plac es where it  nev er sho uld  be pla nte d.

Th en  it takes a numb er of  fai lur es  and 2 or  3 y ears fo r the idea to 
soak  dow n th at  may be everyon e doesn’t hav e to  pl an t corn . Then 
the y back up  to find out  where they sho uld  pl an t corn  and where  they 
shou ldn ’t  plant , corn . Th ere  were a good ma ny are as  where the y 
sho uld  hav e been pl an tin g sorghu m, because it  was very dry . We ll, 
sor ghum  wa sn 't on the accepted list, so t hey were  very he sit an t about 
ta lk in g very en thu sia sti ca lly  about sorghu m, al thou gh  th ei r scientis ts 
and a gro nomists  were  aw are  of  it.

I  would  guess— an d th is  is pu rel y a guess—it wou ld tak e them 
an othe r 5 yea rs, maybe 10, before  t hey rea lly  got down in th ei r o pe ra­
tion th at  you have got to  ad just,  in case of  corn  and hy br id seed, to 
local cond itio ns ; and, af te r a long , lon g tim e an d a very cost ly and 
inefficient process, the y will  pro bably  g et  the  word ou t an d th ei r corn 
pro duction  wi ll g row acco rdingly.

SOVIET RESEARCH STA TIO NS

Th e Chairm an . Di d you  see any of  the ir  rese arch sta tions?
Se cretary  F reeman. Yes.
Th e C hairm an . Did you see an ything  th at  was interes tin g th at  they  

are  do ing that we a re not do ing  ?
Se cre tar y F reeman. Yes; not  th at  we are not  do ing  it, but  a nu m­

ber  o f th ings  th at  a re, or  were, of intere st to  us, and th at  we could, I 
th ink , usefu lly  exc han ge inform ati on  on. For exa mple, we vis ited 
th ei r plan t insti tut e— I have for go tte n its  name—in Le ning rad,  w hich 
has  some  3 ^  m illion— as I  recal l t he figure—d iffe ren t pl an t specimens. 
Since 1959, we ha ve exc han ged  a bout 1,700 lots  of  seed,  bud wood,  and  
sim ila r pr op ag at ing stocks, which are  used  fo r cro ssb ree din g and to 
bui ld, develop  res istanc e st ra in s and more productive str ain s.

Th e same th in g is true  in the field of  insects. One of  the li ttl e ac­
com plis hments of  ou r tr ip  was to ge t th ei r acceptance of  a pro posal  
whe re we cou ld send out some plan t an d insect ex plo rer s, who went in ­
to the  U ra ls  a nd wen t int o par ts  of  th e wild are as in the Sov iet Un ion  
from which ma ny of  ou r grasses and pl an ts  came,  to  seek wild inse ct 
and pl an t str ain s, and which  we use in cro ssbreeding purpo ses  and 
anti- ins ect p rob lem s here .

We  obse rved  some st ra in s of  wheat , pa rt icul ar ly  one which was  in 
the  new -lan ds are a, th at  alle ged ly ha d a prote in  cou nt of  ove r 22, 
which  is eno rmous ly hig h. We  tri ed  to confi rm th is  eve ryw here, 
Sc ien tis ts ins iste d it  was the case. That  is an ex trao rd in ar ily  high  
pro tein count.

Th e C hairma n. W ha t is th e no rmal in t hi s co un try  ?
Se cretary F reeman. In  th is coun try  the normal would  ru n abou t 

12 to 15; 15 wo uld be  very  s tro ng  here.
The Chairm an . Di d the y g ive yo u a sample  of th is w heat ?
Se cre tar y F reeman. No, and  we did n’t ask for  one.
The C hairman. You d id n’t ask f or  one ?
Se cre tar y F reeman. We have since inqu ire d fu rt her  into thi s, and 

are  get t ing mo re in fo rm at ion abo ut it .
Th e Chairman . I  wil l reserve the res t of  m y questions. Th e o ther  

mem bers  would like to ask  you some, I am sure. Se na tor Sp ark ma n.
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SO VIET  USE  OF  C H E M IC A L  FE RTI LI ZER S

Senator  Sparkman. I think tha t th e chairman was propounding a 
very interesting series of questions.

By the way, how about the use of  chemical ferti lizers ; aren 't they 
lacking in tha t respect?

Secretary Freeman. Yes, si r; they are lacking, both in respect to 
having the fertili zers and knowing how to use them, and this again 
is a highly sophisticated business, as you well know. I suggested to 
Mr. Khrushchev tha t he is going to  have a lot more trouble using the  
ferti lizer than  he is in producing it, and  he has recently, you may have 
noted, made some s trong speeches throughout the Soviet Union, g et­
ting  af ter  people who have fa iled to use fertil izer adequately, crit iciz­
ing the fact that it stood by a siding and the children were slid ing 
down it when the  snow lay on it. It  wasn’t properly applied and the 
rest, and this  is what, would be expected under their  system.

Senator Sparkman. Of course, it has required a grea t deal o f re­
search, and many years of research and study, for us to learn the 
prope r use of it—and we are still learn ing.

[Secretary Freeman. We surely have, and, as the Senator well 
knows, right down in Muscle Shoals the TVA operation is one of the 
greatest operations, in terms of both research and its application 
throughout agricu lture in cooperation with private enterprise, that 
can be found anywhere.

Senator Sparkman. Isn’t it true  tha t up until relatively recent 
years there was very little  commercial fe rtiliz er used out in the Mid­
west of our country ?

Secretary  F reeman. Yes. This has been, in terms of heavy com­
mercial utilization , a fairly  recent development.

Senator Sparkman. In fact, the Southeast was the heavy user of 
commercial fertilizer.

Secretary  F reeman. Yes; that is correct.
Sena tor Sparkman. Hasn’t our own stepped-up production largely 

resulted from that?
Secretary  F reeman. This is one of the important factors, certainly. 

I would say th is : There are really three things—fertilizer, seed, bette r 
control of insects and predators of a ll kinds—plus machinery, which 
means that we can pla nt and handle at the best time, and we can also 
harvest at the best time and do it fairly  quickly.

So, all of these new inputs have triggered this tremendous produc­
tive explosion in the last 10 years.

PA Y M EN TS IN  AGREE M EN TS  W IT H  PO LA ND

Senator Sparkman. In discussing tha t trade arrangement—with 
Poland. I believe it was—you mentioned three different ways in which 
payments were made. Jus t in o rder  to clear my own thinking of it, 
would you restate that  ?

Secretary Freeman. Yes, sir. The tota l-----
Senator  S parkman. I think each one of them was $30 million.
Secretary F reeman. The total amount was $90 million, which broke 

into three parts. One was a normal tradit iona l title  I for  $30 million— 
title I. Public Law 480 contract—which is a par ticu lar kind of system
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in Poland, and I will come back to it in a moment. Tha t was $30.7 
million.

The next under title  I was a 3-year $30.2 million sale, payable within
3 years, and-----

Senator Sparkman. Payable in dollars ?
Secretary F reeman. Repayable in dollars.
Sena tor Sparkman. Was the first-----
Secretary F reeman. The f irst one is also repayable in dollars, with 

the payments beginning afte r 10 years—a postponed period of 10 
years—and then payments in dollars over a period of 40 years.

The thi rd  one was a sale of $30 million for dollars, with the usual 
and normal commercial credit.

Senator Sparkman. I believe that credit was on shorter terms than 
the second; 18 months?

Secretary  F reeman. Yes; 18 months credit, which is the normal and 
usual commercial credit under the  thir d p ar t of this contract.

On the first one. Senator, i t is a little different. Usually, as you well 
know, under Public Law 480, the payments are received in the currency 
of the purchasing country, and then loaned to that country.

In  the case of Poland, because of the Battle Act, we are not able to 
make such loans; therefore, the zlotys accumulate and have no use.

Accordingly, we developed this other  approach which means th at 
aft er a postponed period payments will be made in  dollars, and this, 
I think, is actually  a step toward getting  paid  in h ard currency rather 
than in soft currency.

Senator Sparkman. Well, I thought that is what you meant but 
I didn ’t th ink it was quite clear th at a ll three were payable in dollars; 
they just have different terms, isn’t th at r ight?

Secretary F reeman. Yes, sir, that  is correct.

PUBLIC LAW 4 80 AGR EEM ENTS W IT H  YUGOSLAVIA

Senator  Sparkman. And in the case of Yugoslavia, was there a 
similar  arrangement?

Secretary Freeman. In  the case of Yugoslavia, no. In  the case of 
Yugoslavia, we are moving toward dollars, moving from title  I  to 
title  IV. We have had $33.5 million of sales under title IV  for dollars . 
Each  one involved long-term credi t of 15 years and interest  rates of 
4 percent. It  was envisaged we would move from titl e I to title  I V 
in the case of Yugoslavia Decause they had made signif icant economic 
progress. Then the frig htful earthquake at Skopje set back the ir 
economy substantially , and this year making  allowance for that , we 
are negotiating  a title I  agreement a long with a titl e IV agreement.

WESTE RN OR IEN TATIO N OF YUGOSLAVIA’S TRADE

Senator Sparkman. The great percentage of trade  that Yugoslavia 
has is with the West, isn’t it  ?

Secretary  Freeman. Yes.
Senator Sparkman. In other  words, it  has a well-established trade 

relationship with the West, and I presume trad ing  terms?
Secretary Freeman. Yugoslavia is Western-oriented predominant­

ly in its t rade. I have forgotten the exact figures.
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Senator Sparkman. I think it is 70 to 75 percent. 
Secretary Freeman. Something like that. 
Senator Sparkman. Yes.
I believe tha t is all.
The Chairman. The Senator from Kansas.

IMPORTAN CE OF A GRICULTURE IN  INT ER NA TION AL  TRADE

Senator Carlson. Mr. Secretary,  I certainly  apprecia te your ap­
pearance here this morning.

I wonder if you would agree with me tha t interna tional trade in 
agricu lture is about the most important thing confront ing this Nation 
today.

Secretary F reeman. Yes, sir, it certain ly is.

DEPARTM ENT OF AGRICULTURE'S IN FL UEN CE ON WORLD TRADE

Senator  Carlson. I notice in your  statement tha t you were con­
sulted, or the Department was consulted, I believe you said, in regard 
to administration of the Expo rt Control Act of 1949 ?

Secretary F reeman. Yes, sir.
Senator Carlson. How much influence does the Depar tment  have 

on trade?
Secretary F reeman. In re lation to the-----
Senator Carlson. Speaking  of the export trade.
Secretary  Freeman. In relation to the Expor t Control Act?
Senator Carlson. You are here this morning dealing primarily 

with the Soviet Union and the satellite  countries, but I am re ferring 
to trade as a whole.

Secretary Freeman. Well, in trade as a whole, I  think  the Depart­
ment’s views in connection with it are considered and evaluated, and 
I th ink we are reasonably aggressive in presenting them; and I  believe 
tha t the re lationship between the  D epartment of Agriculture  and the 
Department of State, which seems to be implici t in the Senator’s 
question, is better in terms of our trade posture around the world 
and the vigorousness with which we are proposing it, than  i t has been 
for a long time.

STATE DE PARTME NT'S NE GOTIA TIO N OF TRADE ARR ANG EMENT S

Senator Carlson. I have no doubt  th at your Depar tment  is aggres­
sive and tha t you have good relations with the other departments, 
but when one gets righ t clown to it, aren't the trade arrangements all 
made by the S tate Department without regard to anyth ing but inte r­
national politics?

Secretary  Freeman. Obviously our  arrangements are made by the 
State Department. They deal with foreign governments, represen t­
ing our Government.

I believe, Senator Carlson, tha t the economic fac tors are considered 
by the Sta te Department and in the decisions. There are also, of 
course, political factors tha t have to be weighed, but I think tha t 
during the last 3 years, judg ing from my relations with them, the 
economic fac tors and the importance  o f agricu lture have taken on a
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new significance for the State Department not only at the top levels 
hut increasingly in some of the working echelons as well.

1 don’t say they always agree with us by any means but I believe 
tha t there has been progress made.

AGRICUL TURAL TRADE PROB LEMS AND KE NN ED Y ROUND OF TRADE 
NEGOTIA TIONS

Senator Carlson. Mr. Secretary, all I can say is I wish the State 
Department would have greater regard  for some of your views in 
regard to some of our agr icultu ral t rade  problems.

I am greatly  concerned as a representative of an agricultura l State,  
and as one who helped write the Trade Act of 1962. We are going 
to meet in Geneva on May 3 in what is known as the Kennedy round, 
and I can see where agriculture, if we a re not careful, is going to be 
traded  down the river. It  jus t looks tha t way from a practica l s tand ­
point. Maybe I am pessimistic and shouldn’t be.

Secretary Freeman. Well, your concern is well taken, Senator,  and 
we are deeply concerned in connection with it, and these are not going 
to be easy negotiations by any means.

I would say this, however, tha t we have taken a very firm position 
as a government th at indust rial and agricu lture trade are going to be 
negotiated together, and tha t agriculture is not, in effect, going to be 
relegated to an inferior status to be considered rath er perfunctori ly 
afte r the industrial decisions have been made. They are going to be 
negotiated together, and the GAT T Committee which reviewed and 
set down some of the procedures for the negotiations concurred in 
this, in some of our conferences, for example, with the community, 
so we sta rt in a much stronger position in this regard than we ever 
have had before, and I believe a grea ter unders tanding of agriculture 
on the par t of our negotiators than we have ever had before.

Tha t is not to say for the moment tha t the Common Market is 
not going to be difficult. I think they are going to be extremely 
difficult, and I think the applicat ion of the variable fee system can 
very well result in strong protectionism in this area. I can only 
hope tha t our principle in terms of access to those markets, based 
upon a representa tive historical period for thir d country suppliers 
with a fai r share in the growth in those markets, is a principle  tha t 
will be accepted.

I don't know tha t it will be accepted. It  is being resisted now, 
but it is going to be s trongly pushed at the barga ining  table and it 
was pushed last week by Ambassador Blumenthal in some of the pre ­
liminary meetings when he pointed out this was one of the goals 
and one of the clear objectives of the United  States  in these negotia­
tions.

Senator  Carlson. I certainly  appreciate tha t statement and I am 
sure tha t is the Secre tary’s feeling and the Secre tary’s views.

I share that concern tha t we are in a difficult situat ion because 
of what seems to be arising. As you mentioned, variable levies and 
protectionist markets  in many of these countries are going to make 
it difficult.
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AMOUNT OF WHEAT SOLD TO RUSSIA

We have just gone throu gh an experience of selling wheat to 
Russia. I want to ask you how many millions of bushels of wheat we 
sold to Russia under this las t program ?

Secretary Freeman. We sola to Russia about 1,700,000 tons, 
about 37 bushels to a ton, about 63 million bushels.

The Chairman. I was inte rrup ted;  I didn’t hear  what  you said.
Secretary Freeman. 1,700,000 tons, Senator Fulb righ t, which in 

bushels was 63 million bushels.
The Chairman. Tha t is the total now ?
Secretary  F reeman. Tha t is the to tal to  the Soviet Union.
The Chairman. Up to now ?
Secretary Freeman. Yes.
The Chairman. And you think tha t is all ?
Secretary F reeman. Yes.
Senator  Carlson. I wanted to develop this a lit tle bit because, as I 

remember, i t was anticipated earl ier we might sell 4 million tons to 
Russia.

Secretary F reeman. Yes. It  was thought we might sell 4 million 
tons.

We will get the exact figure of the sales in tons, in bushels and in 
kind of  wheat and put it in the record.

(The material referred to is as follows:)

Sales of United States wheat  to the Soviet Union

Dat e of sale Class and grade

Qu ant ity

Met ric 
tons in 

thousand s

Bushels in 
millions

Jan.  6,1964 No. 2 H ard  Amber Du rum_______________________________ 350 12.8
Do. No. 2 H ard Winter____ ______________________ __________ 500 18.4
Do No. 2 Soft Whl te/Hard Winter................. . ...................................... 150 5.5

Feb . 3,1964 No. 2 Hard  Winter . .  ________________________________ 508 18.7
Do No. 2 H ard Amber Du rum_______________________________ 205 7.5

To tal .......................................................................................... 1,713 62.9

N ote.—Conversion (actor: 36.74 bushels per  ton .

RUSSIAN  PAYM ENT IN  DOLLARS

Senator Carlson. Has the payment for this wheat been in gold or 
hard dollars?

Secretary F reeman. It  has been paid for in dollars.
Senator Carlson. Dollars?
Secretary Freeman. Yes, no Government credit, no Government 

guarantees involved. The Soviet Union has indicated they did not 
wish credit.
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CANADIAN AND UNITED STATES S HIPP ING PROBLEMS

The Chairman. Will the Senator yield on tha t question? I saw 
the Prim e Minister of Canada yesterday and he told me they were 
sold out o f wheat, and he thought they could sell 200 million bushels 
more if they had  it to  sell. Do you agree with that?

Secretary F reeman. Yes.
The Chairman. I asked him why he didn’t take 200 from us, eat  it, 

and then sell his reserves which would help us get r id of ours. Wha t 
is wrong with that?

Secretary Freeman. I think  their problem is shipping.  Thei r 
facilities  are clogged. They can’t move any more wheat out of 
Canada  and, therefore, it wouldn’t do much good i f they can’t do it.

Senator Carlson. Thei r problem is shipping? What about our 
problem ?

Secretary  Freeman. Our problem is shipp ing too, Senator. 
[Laughter.]

A slightly different k ind of problem, however.
Senator  Carlson. It  is, and it  is one th at  I  regret very much, be­

cause it is so important, in my opinion, that  we reduce our surplus 
wheat stocks when we can. It  would seem to me we had an oppor­
tuni ty here. My informat ion, of course, is th rough the press la rgely, 
but I gather that we could have sold addit ional  quantit ies of grain  
to the Soviet Union had it not been for the shipping difficulties 
we ran into; is that correct ?

Secretary Freeman. Yes, sir, that  would be my judgment.

ESTIMATED U.S.  SURPLUS WHEAT CARRYOVER BY JU N E 19 64

Senator  Carlson. What about our surplus of carryover wheat on 
Jun e 30 based on all the sales, Public  Law 480 and dollar sales. What 
do you expect to have on June 30 ?

Secretary Freeman. Our best estimate now would be about 900 
million bushels of wheat on hand on Jun e 30 of this year.

Senator  Carlson. And a reasonable carryover of wheat in this 
country is 500, 600 million ?

Secretary Freeman. Yes, t ha t is our estimate in the Depar tment  
of what we would consider adequate reserve supplies of about 600 
million bushels.

Senator Carlson. Th at will no doubt have a rath er serious effect 
on the market  price of wheat  next harvest time?

Secretary Freeman. No question about tha t. In  fact -----

DECLINE OF AGRICULTURAL INCOME

Senator  Carlson. I believe the Depar tmen t of Agricultu re made a 
statement in the l atte r part of last year that  the  agricu ltura l income 
was down in the United  States $400 million as a result  of reduced 
livestock prices; is tha t right?

Secretary  F reeman. Something like that, yes, sir.
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Senator Carlson. And at the same time you made a statement  th at 
unless there was some farm program approved by the Congress and 
the support price was higher than  the present suppo rt price, the in­
come of agriculture this year as a result of lower wheat prices will be 
$600 million less?

Secretary Freeman. Tha t is right.
Senator Carlson. In other words, agriculture stands  to lose a billion 

dollars of income for last year and this year ; is th at right?
Secretary F reeman. That is correct.
Senator Carlson. What will the agricul tural income be, roughly ?
Secretary F reeman. The agricultura l income?
Senator  Carlson. Net income ?
Secretary Freeman. Net income will be roughly $11.8 billion.
Senator  Carlson. Tha t is the  lowest for some years, is it  not ?
Secretary F reeman. It  is the lowest in the last 2, 3 years.
Secretary Carlson. On a pa rity basis it is down to what, 78 ?
Secretary Freeman. On a price parity basis it is down to 78. On an 

income pari ty basis, if you take into consideration some of the pay­
ments, par ticularly in the feed grain  program and some other’s, it will 
be about 83.

Senator Carlson. Mr. Secretary, I have been around here a good 
many years, and I remember the time when if you weren’t talkin g 
90 percent of pari ty for agriculture you weren’t a friend  of the farmer , 
and now we are down to 78.

Secretary F reeman. That  is correct.
Senator Carlson. I think agricu lture is facing a very serious situ­

ation. If  we do n't as a nation, now sell to Russia and the satellite 
countries, are not the neighboring countries going to supply that  
marke t ?

Secretary Freeman. Yes, sir.

west german trade with communist bloc

Senator Carlson. What is the trade of Germany with Russia in 
dollars?

Secretary  F reeman. In agricul tural commodities?
Senator Carlson. No, trade  generally.
Secretary F reeman. It  is very significant. I don’t have the Ger­

man figures. I think there is close to $2 billion in trade  between the 
Western European countries and the Soviet Union and I think Ger­
many is the  largest single trader,  so it is a significant amount.

Germany has in the last year purchased wheat from the United 
States  which they have milled into flour in Germany and in turn  sold 
to the Soviet Union.

Senator Carlson. I believe I read where Chancellor Erhar d was 
critical of the fact tha t we sold grain to Russia.

The Chairman. Adenauer, I think.
Senator  Carlson. Oh, yes, it was Adenauer. At the same time, as 

you mentioned, they were buying our grain , milling it and selling it 
to the Russians, so I  can see they might well be cri tical of us.

Secretary F reeman. That  is correct.
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Senator Carlson. I think we have to be realistic in this trade  
business. If  my figures are correct, and they are from memory, 
Germany has a $700 million a year trade with Russia.

The Chairman. I believe tha t is the whole bloc, Russia and Eas t 
Europe.

Senator Carlson. It might include the satellites.
The Chairman. Tha t is what I meant, the  Communist bloc.
Senator Carlson. France has a large trade.
Secretary F reeman. That is correct.
Senator Carlson. Ital y, Japan, India .
The Chairman. The United  Kingdom is the second largest.
Senator Carlson. The United  Kingdom also, which shows the 

problem we are confronted with and, of  course, when we trade, tr ade 
lias to be mutua l. We have to have imports when we have exports, 
unless we can sell for cash if we happen to run into a wheat situation.

U. S.  TRADE W IT H POLA ND

We do have imports, do we not, from Poland ? How do our imports 
balance off in Poland ?

Secretary  Freeman. Well, in all these countries we have had a 
favorable balance of trade, as it were.

For example, takin g the years 1960-61, 1961-62, and 1962-63, we 
had exported to Poland 143.4 million; 69.7 million; 85.6 million, and 
we had imported 29.6 million; 33.6 million ; and 28.8 million.

Senator Carlson. II ow much of tha t 143 or 69 million is in Public 
Law 480 transactions?

Secretary Freeman. A very significant proportion, but the figure 
of, the dollar  figure for 1962-63 was around $60 million, as I  recall, 
of our exports, and our imports were about $27 million, so it was 
roughly 2 to 1. We were actually selling in Poland significantly more 
for dollars  than Poland was selling in the United States, the balance 
being made up in whatever manner they could get American foreign 
exchange.

Senator Williams. Would you yield there?
Were those dollar sales in those years on this long-term 30-year 

credit ?
Secretary  Freeman. Xo, those were sales th at took effect and pay­

ments that  took effect, I think, Senator, in the given year.
Sales of our commodities to Poland for cash and short-term credits 

reached a high of $60 million in 1963, so it was eithe r cash or shor t­
term credit, which would be no longer than  3 years.

U. S.  TRADE W IT H YUGOSLAVIA

Senator Carlson. Does tha t same situat ion apply to Yugoslavia? 
Secret ary Freeman. Trade has not been, the dollar  sales have not 

been, as high in Yugoslavia today as they have been in Poland but we 
are moving sharply now in that direction.

It is our policy in connection with Public Law 480 to-l^x tQinove 
from a title  I soft currency sale to a title  IV lorar-term dofniXsale
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and then stra ight into the commercial market trading with the country 
depending on the situation.

U. S.  FAVORABLE TRADE BALANC E W IT H  SOVIET UNIO N

Senator Carlson. Outside of the recent wheat sale, what do the fig­
ures show of Soviet imports and exports in dollar  value?

Secretary  Freeman. To the Soviet Union, we had in 1960, $11 
million exports ; 1961, $9 mil lion; 1962, $3 million. We had imports, 
1960, $1 million; in 1961, a million and a hal f; and 1962, a million 
and a half.  I am rounding out these figures roughly so here again we 
had, well we had, 10 to 1 in terms of  very, very insignificant volume 
but for what it is worth a 10-to-l favorable balance.

Senator Carlson. I believe tha t is all.
The Chairman. The Senator from Missouri ?

COM MER CIAL  EXPO RT OF U.S.  AGRICULTURA L COMMOD ITIES

Senator  Symington. Thank  you, Mr. Chairman.
Mr. Secretary, it is a pleasure seeing you. The farmers in my State 

appreciate the job you are doing. They do not agree with you about 
everyth ing but they certa inly respect your efforts and they are gratefu l.

I was not here when you made your statement, but read it. You 
used a figure of 4 billion. The Presiden t used, in his message, 5 
billion. Did his figures included Public Law 480?

Secretary Freeman. I don't know what he put  in his figure. This 
figure is dollars. If  you included Public Law 480 it would be 6 
billion.

Actually , the dollars will probably be higher than  this, and so the 
ball hasn 't quite stopped bouncing for the year. The dollar sales 
would be somewhere between 4 and 5 billion.

Senator Symington. So we can say without fear of contradiction 
tha t agricultural products exported out of the United  States under 
the various  programs tota led over $6 billion last year?

Secretary Freeman. Yes.

LIMI TE D EAST-WEST TRADE RE SPON SIBILITIES  OF AGR ICUL TURE 
DEPAR TMENT

Senator Symington. Now on page 2 you make a statement  tha t 
worries me a bit. You say that the responsibilities of  the Depar tment 
of Agriculture in the whole area of East-West trade  are therefore  
limited.

Why are they limited with respect to agricultura l products?
Secretary  Freeman. Well, all of our agreements and formal rela­

tionships with other countries are through the State Department 
where the primary responsibility for internationa l relations rests.

Senator  Symington. Does this imply tha t other departments in 
the Government have adopted policies with respect to agricu lture you 
don’t agree with?

Secretary  Freeman. Well, I would say tha t there is no t complete 
unanimity on occasion, but as I  said before, on most things there is a 
firm meeting of the minds, and I think a very significant improvement
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in the relations between the  Department of Agricultu re and the De­
partm ent of State. It  was almost jungle warfare some years back.

Senator Symington. The Depar tment  of Commerce is not , clearly, 
in agreement with the State  Department in some of these trade  setups. 
Tha t also is at least the implication of your statement, about agricu l­
ture, is it  not ?

Secretary Freeman. There  would be certain  areas in which there 
would be a difference of emphasis or a t least we would sta rt out with 
a difference of emphasis. I think Agriculture  and pe rhaps  Commerce 
might tend to be a little  more strongly oriented toward some o f the 
economic factors. State would have the primary political responsi­
bilities, and there therefore might be somewhat different approaches.

Senator  Symington. I am not  ta lking about philosophy, bu t about 
specific differences on specific occasions.

Secretary F reeman. Well, we would have to go down to cases, Sen­
ator. I mean, there might  be a difference^ let us say, in negotiat ing 
a Public Law 480 arrangement  with a particula r country.

COMPARISON BETWEEN MILITARY AND ECONOMIC SALES

Senator Symington. Now, you make quite a point of the difference 
between military exports, sales, and nonmil itary, economic exports. 
“Economic weapons” is the term you use. I have never seen too much 
difference between military sales and economic or political.

For  example, if  a country needs food, and you give or sell them the 
food, th at makes it possible for them to u tilize their  limited resources 
to obtain fur ther mili tary equipment.

I have told the story many times, but to  make the point, Mr. Baruch 
once challenged anybody to tell him what was a truly nonstrategic 
material . Finally someone said “bubble gum,” and he said, “I will 
buy th at. ”

The idea tha t we can load a country up with food, but not help 
them mili tarily  seems a little  theoretical.

Wha t should we do, stop selling them food because they were 
gett ing more prosperous ? Would tha t be the theory of it?

Secretary F reeman. We do not give them any food.
Senator Symington. I understand; but I was think ing of other 

countries when I asked the question.
Secretary F reeman. Obviously, if you carry it to the ultimate, any­

thing tha t is usable would contribute to the economic well-being of 
the receiving country.

The criteria  we seek to apply here is does it benefit us as much 
or more than it does them, and in the case of food we thin k it does 
as outlined.

CONTROLS OVER TECIINOIXXIY AND SOPHISTICATED MAC HINERY AND 
EQU IPMENT

The question to which you now direct your attention, Senator 
Symington, is tha t directed to technology and sophisticated ma­
chinery and equipment? In this instance, we have got to apply,
I think,  the same standard, but tha t we need to recognize that we 
not only have to deal with the potential  mili tary  confrontation, but
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that  this cold war is an economic war as well. They have clearly 
so stated, and tha t we ought to review very calculat ingly the items 
tha t we would make available to them in terms of our own national 
well-being.

Senator Symington. If  we do not sell them tha t sophisticated 
machinery you referred  to—and I am only asking for information, 
not being contentious about it-----

Secretary Freeman. Yes, sir.
Senator Symington. It  would then be logical for, say, the British 

to sell it to them, would it not? They could do this in two ways: 
Either build it themselves or buy and resell, could they not?

Secretary F reeman. They could: and this-----
Senator  Symington. Wha t we are really doing, in denying this 

business to our own industry, is cutting ourselves oil' from this volume 
production, are we not, industrial  volume?

Secretary  Freeman. I believe we are in a great many instances. 
I believe there might be somewhere where this is not the case, 
where the technology would not be available to others or it would 
take some time for it to become available  to others.

TERMS OF SOVIET WHE AT  SALES

Senator Symington. There was quite a storm raised about the 
wheat sale. The terms, as I understand it, were 25 percent down 
in gold, G months, another 25 percent; 12 months, 25; final payment in 
18 months; is that  correct?

Secretary  F reeman. Well, no. I think  the terms were cash—all 
cash.

Senator Symington. All cash a t one time ?
Secretary  F reeman. Yes, sir.
Senator Symington. Are you sure?
Secretary Freeman. Well, this is what has been reported to us by 

the grain  companies tha t handled the transaction . They are being 
paid delivery on the gra in.

WEST GERMAN  TRADE W IT H CO MM UN IST  BLOC

Senator Symington. I am natu rally glad to hear it. But I read 
in the paper tha t Mr. Berg, head of West German indust ry, was 
over here protesting long-term loans to Russia. He defined long­
term loans as 15 years;  but he was all for short-term loans, which 
he defined as terms of to 7 years.

West Germany, as pointed out by my colleague from Kansas this 
morning, is export ing and importing more business behind the Iron 
Curta in than any other country. Their  way of operating , app ar­
ently, is to send people behind the Iron Curtain. They make straig ht 
bilateral arrangem ents with various countries behind the Curtain 
and Berg says the credit of these countries is very good. They did 
not consider Yugoslavia as tru ly a Communist country any more. 
They classified it, from an economic standpoint, as a capitalist 
country.

As I understand it, in our way of life the source for taxes can 
only be from income, including profit s; isn’t tha t correct ?

Secretary Freeman. Tha t is correct.



EAST-WEST TRADE 139

Senator  Symington. And certainly any businessman knows that  
the greatest  single incentive to normal profit is volume, is i t not?

Secretary  F reeman. Yes, sir.

RE LA TION SH IP OF RESTRIC TIVE  TRADE POLIC Y AND DEF ENS E 
EXPENDITU RES

Senator  Symington. We, on the committee have asked several 
people, including the Secretary  of Commerce, whether they felt that 
one of the reasons—I emphasize the word “one”—General de Gaulle 
recognized the Red Chinese was tha t he was get ting tired  of watching 
countries of the sterl ing bloc trade  and increase thei r trade  heavily 
with even the Chinese Communists, while his French indust ry stood 
on the  sidelines, not developing trade  w ith 700 to 800 million people.

If  you had all of them chewing F rench  gum, you would have all 
those jaws working for you all day long—good business.

Wouldn't you say it is hardly fai r to continue to tax the American 
people to provide this defense umbrella for freedom all over the 
world? We do i t in Europe without too much help; in the Middle 
East and south Asia with considerably less help, and provide tha t 
umbrella in the Fa r East with no help at all, literal ly, agains t the 
greate st single danger to our way of life in the world today.

How long can we continue to deny normal trade, under normal 
business terms, to our own indust ry and our own businesses and our 
own banking, but at the same time tax our people to protect  all these 
countries of the free world while a t the same time they are picking 
up this trade, gett ing the  volume which makes it possible for them 
to give better value by being able to quote lower prices ?

Secretary  Freeman. Well, I think we need to promote our trade 
vigorously for the reasons you have set down, in those instances where 
we are going to benefit more from i t than the receiving country, if the 
receiving country is one of the Communist group.

Senator Symington. But we cannot go on this way indefinitely. 
We already have the problem incident to higher wage rates in this 
country, higher than  any other country in the world to the best of my 
knowledge.

In  some of these countries their  production equipment is at least as 
good as ours, in many lines of work. As every businessman knows, the 
most satisfacto ry profit is the  profit resulting  from overabsorbed fixed 
overhead, which, in turn , resulted from unexpected volume. These 
free people are walking away with the markets. We write a lot of 
notes and do our best to persuade them to cut it out ; but,  based on the 
figures I have seen, we are not only not  s topping  them, their  trade is 
increasing a grea t deal, is it not ?

Secretary  Freeman. Th at is correct.

QU ESTIO N OF PRACTIC AL SOL UTION  TO U. S.  LOSS OF TRADE

Senator Symington. Wh at would you do in this case? I am only 
asking. Certainly these countries must realize that the economic 
strength of the United States, which is the only source for our physical  
streng th, is primarily what protects them from communism.

Secretary Freeman. Well, I certainly  think  we ought to sell more 
wheat and agricu ltural  commodities than we have in the past, and I
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think  there are a number of other things of the same kind where they 
are made available, where, as a practical, pragmatic matter , some of 
our allies are  selling those things, why, we ought to  get in the business 
of selling them, too.

On the other  hand, the highly strategic items, I  think,  we ought to 
mainta in the best working re lationsh ip and deter th eir  availab ility as 
much as we can, as a practical matter. Where we cannot, I think  we 
ought to beat t ha t kind of competition and sell as much as we can sell.

Senator Symington. Let us be frank , Mr. Secretary. You say some 
of our  allies. Do you know any important ally th e United States  has 
tha t is not selling, to the best o f its  ability, behind the Iron Curtain?

Secretary Freeman. No. I think that they are, so f ar  as I know, 
living up to the commitments and terms of the items th at are on the  
COCOM list. But tha t is pr imari ly items with a d irect milit ary re­
lationship, and beyond that,  why, I think they are selling as much 
as they can sell.

PU BL IC LAW 4 80 , TITL E I , SALES TO YUGOSLAVIA 

Senator S ymington. Thank you.
You mentioned Yugoslavia, page 8, at the bottom. You say i t has 

been one of the larger recipients of food aid under Public Law 480.
IIow much, if anything , did Yugoslavia pay for the $600 million 

plus they got under tit le I ?
Secretary Freeman. They haven't repaid. This was all paid in 

their own currency. None of this constituted dollar  repayment.
Senator Symington. Is it still held in Yugoslavia?
Secretary Freeman. It is still held in  dinars in Yugoslavia. There 

have been some grants. But to that extent we have granted i t to them, 
there have been a good many loans. We initia lly made a g ran t of $50 
million from their  currency that was in our control to help alleviate 
the disaster at Skopje.

ADVANTAGES IN  MORE TRADE AND LESS AID

Senator Symington. Withou t ge tting  into sloganeering, it  seems to 
me we ought to t ry for more trade and less aid. Wouldn’t it  be better, 
as you see it, from the standpoin t of the American economy—now I am 
thinking  about our Achilles heel, continuing  unfavorable balance of 
payments—to trade and /or sell our products  of agricu lture and in­
dustry ra ther than continue to give them away ?

Secretary F reeman. This is our policy, Senator, and we move in this 
direction.

As I  said earlier, from title  I  to tit le IV in the case of Yugoslavia, a 
title  IV  agreement was signed in Apr il of 1962, and since has been 
amended twice.

This  provides for  a dollar payment of $33.5 million for the sale 
made then on a 15-year repayment period a t 4 percent interest.

IND IAN  BARTER AGREEMENT

Senator S ymington. Let us turn  to Indi a for a moment. You bar­
tered 300.000 bales of cotton, estimated a t $40 million in value, for  $40 
million of manganese ore with India, did you not?
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Secretary Freeman. Yes, sir.
Senator Symington. But actually you gave $56 million of ag ricul­

tura l products for $40 million of manganese ore, as I remember it.
Secretary Freeman. I do not remember the exact figures, but we had 

a barter arrangement involving manganese ore with India.
Senator Symington. I think  tha t last $16 million was for bene- 

ficiation of the ore.
Secretary  Freeman. Yes.
Senator  Symington. Who decided who the brokers were? If  said 

brokers could beneficiate tha t ore for $11 million, tha t would be a 
rather tidy profit, would it  not?

Secretary Freeman. I frankly do not know.
Senator Symington. Would you be good enough to look into this 

transac tion ?
Secretary Freeman. Yes.
Senator Symington. And give the committee a report?
Secretary  Freeman. Yes, I surely would.
(The information refer red to is as follows:)

I nd ian  B arter  P roject

1. The Supplemental Stockpile Advisory Committee for Bar ter (composed of 
representa tives fro m: Agriculture, Budget, Commerce, General Services Admin­
istrat ion, Interior,  Office of Emergency Planning, State, Treasury, and Agency 
for Intern ational Development, a t a meeting on Jan uary 16, 1963, concurred in 
the proposed bart er project  involving the exchange of U.S. upland cotton for 
Indian  materials, on the grounds tha t it would be more advantageous for the 
United States to acquire strategic mater ials than to acquire additional Indian 
currency. This concurrence was in line with the Executive Stockpile Commit­
tee’s recommendation 6a to the President, which was approved by the Preside nt 
September 20,1962.

2. An intergovernmental  agreement was signed on June  27, 1963, by Braj  
Kumar Nehru, Ambassador, on behalf of India, and Orville L. Freeman, Secretary 
of Agriculture, on behalf of the United States. The agreement calls for the 
exchange of 143,360 short  tons of high carbon ferromanganese, 365,000 short  
tons of manganese ore (to  be processed in the United States into 154,000 s hort 
tons of high carbon ferromanganese and 10,000 short  tons of manganese metal) , 
6,000 short tons of beryl ore, and $2 million worth of block and film mica, all 
produced in India, for American upland cotton for export to India. The total  
estimated exchange value of the above mater ials is $53.5 million, of which 
about $33.9 million represents the exchange value of materia ls produced in 
India, and approximately $19.6 million represents  the exchange value of the 
processing to be i>erformed in the United States.

3. A lette r of understanding dated June  27, 1963, expanding on salien t points 
of the agreement, was addressed to Dr. Indu P. Singh, Fir st Secretary (Com­
mercia l) of India by Mr. C. R. Eskildsen, Acting Vice President, Commodity 
Credit Corporation. Dr. Singh confirmed, by letter also dated June 27, 1963, th at 
CCC’s lette r correctly set out the understanding reached between the two 
Governments.

4. On July 1, 1963, CCC publicly announced the terms and conditions under 
which U.S. firms could submit offers for the mater ials covered by the Govem- 
ment-to-Goverament agreement between the United States and India. Offers 
were submitted by nine U.S. firms, who had received allocat ions from the Indian  
Government, and covered all of the materials under the agreement except the 
mica. The offers were evaluated and CCC counteroffers were made. The 
counteroffers, which were contingent upon the execution of mutually acceptable 
contracts, were accepted by the offerors. There are a total of 23 contracts, of 
which 11 involve beneficiation in the United States.

5. All of the materia ls are required to be delivered to CCC within 18 months 
after signing of each contract by both parties,  but no later than September 
16, 1965.

30 -6 42 — 64— pt. 1------ 10



14 2 EAST-WEST TRADE

6. The Office of the Textile  Commissioner in Ind ia will issue impor t al loca tions 
to tex tile  mil ls for ba rte r cotton on the basis of individual mill needs, and inform 
a coordinating agent in the  United State s, designated by the  ba rte r con trac tors , 
of such allocations . The Ind ian cotton importer will con tact  one or more of the 
U.S. cotton exporte rs who have agreed to particip ate  in the Ind ian  project, and 
supply the coordinating  agent with  the  name of the  cotton expo rte r(s ) selected. 
The coordina tor then notifies the app rop ria te ba rte r con trac tor,  who in turn  
advises the Office of Ba rte r and Stockpiling, Fore ign Agricu ltural Service, that  
he designates  the  cotton exporte r as his commodity agent . OBS advises the 
New Orleans  Commodity Office of accep table age nt designations. The U.S. cot­
ton exporte r is then in a position to submit a bid for  cotton to the  Commodity 
Office on the nex t bid date.  The cotton acquired from CCC under a ba rte r 
con trac t will have an exchange value dete rmined from the bid price, and  an 
equal sales  value  (f.o.b. ocean vessel) of cotto n must be exported to Ind ia.

7. The tot al amount  of the  Ind ian  pro ject  is $53,556,250, exclusive of mica. 
Of this amount, approximately $30,589,650 will be in cotton for exp ort to In d ia : 
$3,398,850 in wheat or other agricultura l commodities avai lable under the  ba rte r 
program, also for exp ort to India ; and  the balance of $19,567,750 in commodities 
available under ba rte r for  expo rt to Ind ia or to other approved ba rte r des­
tina tions.

8. The total  value of the  bilate ral  port ion of the  Ind ian  project is $33,988,- 
500.

9. The est ima ted U.S. processing costs a re :
Ferroma nganese____________________________________________ $14, 492, 500
Metal_____________________________________________________  5, 075, 250

To tal ________________________________________________  19, 567, 750

Balance shee t o f exchange value s in  India n barter contracts 
[I n  m ill ions  of  doll ar s]

STRATEGIC MA TERIA L RECEIPT S 1

From In d ia :
Ferroma nganese____________________________________________  21. 4
Beryl ore__________________________________________________ 1- 3
Manganese ore_____________________________________________  10. 7

To tal____________________________________________________ 33. 9
U.S. processing costs on above Ind ian  m anaganese ore (ferromanganese  

$14.5; manganese metal $5.1)__________________________________  19.6

To tal____________________________________________________ 53. 5

AGR ICU LTU RAL COMMODITY DELIVERIES
To In dia :

Cotton____________________________________________________  30. 5
Cotton or other agricult ura l commodity----------------------------------- 3. 4

To tal___________________________________________________  33. 9
To Ind ia or oth er cou ntr ies______________________________________ 19. 6

Total, agricultura l commodity deliveri es-------------------------------- 53. 5
1 F in is he d m at er ia l fo r tr a n sfe r  to  su pp le m en ta l st o c k p il e :

In dia n fe rr om an gan es e---------------------------------------------------------------------------------
In dia n  be ry l o re __________________________________________________________
U. S. -processed  fe rr om an gan es e---------------------------------------------------------------------
U.S.-processed  m an ga ne se  m et al -------------------------------------------------------------------

T o ta l____________________________________________________________________

SU PPLE M E N TA L  BA RT ER  ST OCKPI LE

Senator Symington. This supplemental bar ter stockpile gives me 
some apprehension.

Secretary  Freeman. I reviewed it at the time the terms were care­
fully negotiated and, to my best knowledge, it represented a fai r ar-
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rangement  without undue profit for anyone, but I certainly  will take 
another look at it.

Senator  Symington. I am not being critical,  but I would like to 
know what you think of it.

Secretary F reeman. Yes, I would be happy to do so.

A M O U N T OF  IN D IA N  CU RRE NCY  IN  U .S . PO SS ES SION

Senator  Symington. In addition to the 300,000 bales of cotton you 
bartered, you also sold 300,000 more bales, did you not, a t that  time, 
a total of 600,000 bales ?

Secretary Freeman. I th ink tha t is correct.
Senator Symington. And for those 300,000 bales you took rupees?
Secretary F reeman. Yes.
Senator Symington. And, at the time you took those rupees, the 

United States  already had some 4,800,000,000 rupees?
Secretary Freeman. That is substantially  correct.
Senator Symington. So, we already had some $1 billion, based on 

the current  rate of exchange, of rupees.
Secretary  Freeman. Yes, sir.
Senator Symington. And yet we took a good many hundred thou­

sand more rupees. Doesn’t this give you some concern? We are, in 
effect, gett ing control of the  Ind ian currency, though we do not neces­
sarily want that.

Secretary Freeman. It  is a mat ter of concern. I think that “ap­
prehension” would be a stronger word, that  I would feel.

The Chairman. Would the Senator yield?
Senator  Symington. Yes.
The Chairman. One reason it piles up is the Appro priations Com­

mittee will not give the State Department permission to use them for 
any useful purposes.

Senator Symington. Unde r the terms, you will find only a rela­
tively small part can be used for  what we may want to do. A m ajor 
par t of i t has to be used for what the Indians want done.

The Chairman. There are a good many things we wanted to use 
it for, but they refused to appropriate . You have to follow that  
formula of app ropriat ing in dollars, and buying it from the Treasury. 
The House Appropriations Committee tur ns down the State  Dep art­
ment, year aft er year.

EXTE NT OF U .S . U SE OF  RU PE ES  W IT H O U T  IN D IA N  CONSE NT

Senator  Williams. Would the Secretary at  this poin t tell us to what 
extent we can use tha t money, at our own discretion, without agree­
ment of India?

Secretary Freeman. I would have to look at the various agreements, 
Senator Williams. This is Tom Street , who is Program Director of 
the Foreign Agric ultural Service.

Mr. Street. Yes, sir : 15 percent of the Indian rupees are for uses 
of U.S. Government agencies, including loans to private enter­
prise, the so-called Cooley loans, and 85 percent are for loans for 
economic development in India.

Senator W illiams. Tha t 15 percent must be loaned within the coun­
try  of India itself, must it not?
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Mr. Street. No, sir ; of tlie 15 p erc ent , 10 pe rcen t is, as t he  chairma n 
said, purch ase d by U.S . Go vernm ent agencies fo r th ei r rup ee 
needs in In di a,  a nd  the  d oll ars  th en  come back  to t he  U.S. Com modity  
Cre di t Co rporation . How ever , it is correct th at the 5 perce nt for  
loans to pr ivat e en terpri se must be loaned wi thi n In di a.

PU RC HA SE OF STRATEGIC MATER IALS W IT H RUPEE S

Se na tor W illia ms. To wha t exten t can we tak e any of th at  15 
pe rce nt  and buy  raw  ma ter ial s an d expo rt them to  th is co un try  ?

Mr. Street. Xo, si r ; we could no t do that .
Se na tor  W illiams. Not at  all. So, in effect------
Mr. Street. We ll, I beg your  p ard on , I am sor ry,  I corre ct myself.  

Th e law un de r sect ion 104(b) au tho riz es use of  foreign  cur rencies to 
purch ase  str ateg ic  ma ter ial s in am ounts  specified in ap prop ria tio ns  
acts fo r a s uppleme nt stockpile.

Sena tor  S ymin gton . W ha t you are say ing  is th at  ins tea d o f giv ing  
away 300,000 ba les of  o ur  cotton, we could have used th is tremendo us 
am ount of  rup ees  we alr ead y hav e to ge t the  manganese  ore in here. 
Th en  we could  have m erchan dised th at  cotton some where else; cor rec t ?

Mr. Street. Well, such an ar rang em en t we w ould  need to work out 
wi th  the  In di an  Gov ernment, and the n, of  course,  we are  ve ry anxious  
to min imize the use o f the b ar te r a utho rit y.  Fu rth ermor e,  the  amount 
of  funds wou ld need  to be specif ied in ap prop riat ion acts.

Se na tor  Symin gton . I though t you  were  g iv ing it. to them with out  
wo rki ng  i t out.

Mr. Street. We ll, the uses prov ide  fo r th at , bu t I  am sure any 
such arrang em en t which would have  such an imp act  on the  Indian  
economy wou ld be  som eth ing  that  we would-----

Se na tor  S ymington . It  would  be a  he alt hy  imp act.
Secretary7 F reeman. I had be tte r get into  the  ac t her e on th is one, 

Tom . I th ink th is is ava ilable  an d ava ilab le fo r use, an d wh at  you 
say  could be done  if we fe lt it was in our na tio na l intere st.

EXPORTS OF U.S. AGRICULTURA L COM MOD ITIES TO INDI A

Se na tor Symington . I made a mistake.  I said a th ird of  the  money 
was available to the  Un ite d State s. App aren tly  I  was wrong.  A p­
pa rent ly  it  was only 15 percen t. A numb er of  tim es af te r we decide 
wh at will be the  a mou nt of  fore ign  aid , one tu rns to some oth er agen­
cies or  burea us or  commissions, or  committ ees,  an d finds addit ion al 
ap prop ria tio ns , which are  l itt le  m ore  o r less t ha n for eig n aid .

Wh en ID A  came  up  before  the Senat e, the  idea was it was a good 
th in g fo r Ce ntra l and South  Am erica.  Yet  60 percen t of  all money 
fo r ID A went to In di a,  a nd  80 p erc en t of  al l money, relend able, went 
to Ind ia , and  re lendab le on  f ar more fav orab le te rms.

Would you  fu rn ish fo r the rec ord  t he  amount  of  agr icul tu ra l pr od ­
uct s that  have gone  to In di a in the las t 10 year s a nd  u nder wha t term s. 
Mr . S ecretary  ?

Secre tary F reeman . Yes, si r.
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(The information referred to is as follows:)

Exp orts of United Sta tes  agricultural comm odities to India,  commercial and 
expo rt programs for  fisca l years  1954-55 through 1962-53

[I n m il li on s of  do lla rs ]

Y ea r
P ub li c  

L aw  480, 
ti tl e  I

P ublic
La w 480, 
ti tl e  I I

P ub li c  Law  480, 
ti tl e  I I I

A ID ,
sec. 402

T o ta l
G over n­

m en t
pr og ra m s

C om ­
m er ci al
ex port s

T o ta l

D ona­
ti ons

B art er

1664-55........................... 0.2 18.6 0. 5 9.6 28.9 16 .2 45.1
1955-56 . . 3. 5 19.5 12.3 35.3 4. 8 40.1
1956-57_____________ 152.3 1.2 10.0 1.9 13.4 178.8 26.1 204.9
1957-58........................... 126 .3 1.8 13.9 1.7 31 .0 174.8 4.4 179 .2
1958-59............... 233.3 1 3 12.6 1.3 248 .5 2.4 250 .9
1959-60............. 253.3 5. 3 . 1 258.7 19.8 278.5
1960-61 288.3 .3 13.6 10.7 312 .9 33 .0 345 .8
1961-62. 159 .8 1.7 17.2 22.1 200 .8 34 .0 234 .8
1962-63........................... 314.3 1.1 9.1 1.1 325 .6 22 .8 348 .4

Exports  under tit le  I, Public  Law 480, are made under agreements between 
the  U.S. Government and Indi a which provide for the  sale of surplus a gr icu ltu ral  
commodities for  rupees . Exports  und er tit le  II , Publ ic Law 4S0, are given to 
Ind ia to meet rel ief  requirem ents  and to promote economic development. Dona­
tions  under tit le  II I,  Publ ic Law 480, are made through  American volunt ary  
agencies for assis tance to needy persons and  fo r school  lunch programs. Exports  
under the  b ar ter au thor ity  of  t itl e II I are made in exchange for  strategic  ma te­
rial s. Exp orts  und er AID fund s were  made under the autho rity  of section  402 
of Publ ic Law 665 and  Public Law 871-195.

The uses of rupees accruing from sales of surplus commodities  under tit le  I, 
Public  Law 480, a re  governed  by the  agreements themselves and by U.S. legislat ion 
and policy direc tives . A proportion of the  rupees is set aside  for use by U.S. 
Government agencies for  the var ious purposes set  out  in section 104 of Publ ic 
Law 480. This  prop ortion has  var ied from 20 perce nt set  aside  under the  firs t 
agreement to 10 percen t unde r cu rre nt  agree ments. Another port ion of the  
rupees is set aside for loans to p riv ate  e nte rpr ise  und er the provisions of section  
104(e)  of Publ ic Law 480. The port ion set  asid e for  this  purpose has  var ied 
from 25 percent  in ear ly agreements to 5 perce nt in agreements dur ing  the pa st 
4 years . Another por tion  of the rupees is set asid e for  loans  to privat e en ter ­
pris e under the provisions of section 104(e) of Public Law 480. The port ion set 
aside for this  purpose ha s varied  from 25 percent in ear ly agreements to 5 p ercent  
in agree ments dur ing  the  past 4 years . Another port ion of the  rupees is estab­
lished for  use as gran ts for economic development  under section 104(e ) of the  
law. The proport ion for  this  purpose has  been as high as 42 percent in the  
mu ltiyear  a gree men t signed in 1960 but subse quent agree ments have  elim inated 
the  use of rupee s for  thi s purpose. The larges t port ion of rupees  is esta blished  
for  loans to the  Ind ian  Government for  economic development under sectio n 
104(g) of the  law. This portion of rupees uses has  varied from as low as 40 
perc ent to the  cur rent  85 percent in agreements signed since 1960.

The rupees used by U.S. Government agencies are availab le to these agencies 
when purchased with reg ula r agency app ropriat ions and funds,  and are sub ject 
to the normal budgetary  and app ropriat ion  cri ter ia.  This  requirement, th at  
rupees and oth er fore ign currencies acc ruin g from tit le  I, Public  Law 480, sales 
will be avai lable  by purchase with  reg ula r agency appropriat ions, is a specific 
requiremen t of the  law for  many of the  uses provided und er section 104. In  
add ition the  executive bran ch has made thi s a general requ irem ent for  all  uses  
of foreign currencies by U.S. Government agencies. Lower pri ori ty programs 
may be financed thro ugh  sep ara te special  foreign currency  program approp ria ­
tions  which a re  limited to th e purchase of excess foreig n currency. Grant s under  
section  104(e)  are sub ject to the  provisions of section 1415 of the Supplem enta l 
Appropr iations Act of 1953 unless  action is taken to waive thi s requirement .
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Rupees and  o ther  foreign currencies  a re  sold  by the  T rea sury Department to the 
app ropriat ions of U.S. agencies.

Rupees  and other foreign  currencies used for  loans  and gra nts  for  economic 
development or the  common defense in fore ign countrie s are  made availab le for 
expenditure withou t charge to app ropriat ions. The use of these  currencies  
with in foreign coun tries  are  for pro jec ts which are mutually agreeable to the 
U.S. Government and to the foreign government.

U. S.  WHE AT ----GE RMAN FLO UR SALES

Se na tor  Symin gton . Fi na lly , you mentione d the German tra ns ac ­
tion. When we decided  to sell wh ea t to Ru ssia, there was  a pr otes t 
fro m Chanc ellor Ad enauer.  I  th in k you mentioned at th at  tim e we 
happened to  kno w the Ge rmans were ge tt in g ou r wheat . Were  they 
buying it?

Secre tar y F reeman. Th ey  w ere bu ying  i t. The se were  d ol lar sales.
Se na tor  S ymin gton. Th en  m ill ing i t in Ge rm any an d res ell ing  it  to 

Russia for  flo ur ; is that  cor rec t ?
Se cre tar y F reeman. That is correct.
Se na tor  S ymington . Wou ld you give us the  de tai ls on tho se tr an s­

actions  ?
Se cretary  F reeman. Yes, s ir.
Se na tor S ymin gton . Tha nk  you,  Mr. Ch airma n.
(The  in form at ion r efer red to  is as f ol lows:)

W est  Ger m an  W h ea t  I mpo rt s an d F lour  E xpor ts

West Germany imports wheat from many sources  and  expo rts flour to many 
dest inat ions . Wes t Germany is not  self-sufficient in wheat, the refo re tot al im­
por ts of wheat  are  well above to tal  exports  of flour.

In  the  curren t yea r West Germany has sold 350,000 tons of flour (482,000 tons 
wheat equivalent)  to the Soviet Union. Wheat imports for  the ent ire  year are  
est ima ted to reac h 1.6 million tons. I t is estim ated  th at  imports from the  United 
Sta tes will be a bou t 450,000 tons during th is year.

The flour expo rted to the  Soviet Union will be milled from a blend of domestic 
whe at and wheat  imported from the United States or from other  countries . While 
we do not  have any way of dete rmining the  amount of whe at imported from the 
United Sta tes  th at  is milled for exp ort as flour to the Soviet Union, we assume 
th at  some of our w hea t was used for th is purpose.

W HY RUP EES ARE NOT AVAILABLE FOR LOCAL USE

The Chairm an . Mr.  Se cre tar y, before  we leave  th is que stio n of the  
use of the rupe es, I  th ink there is gr ea t mi sund ers tan din g. I gr an t 
it  is extremely  complex. But  as lon g as  you  ar e g oin g to  t ry  to  cl ar ify  
th is  record, I  ho pe yo u will  be  very caref ul and pu t into th is  state ment 
th at  you supp ly fo r the rec ord  exact ly the ter ms  of  the agreem ents 
co ntr ol lin g the use of  the rup ees . (See p. 145 fo r inf orma tio n 
furnish ed .)

I  do no t wish to tak e the  tim e o f the  comm ittee a t t hi s t ime, bu t even 
as to th at  am ount,  th e 85 pe rce nt,  th is  is  no t just  arb it ra ri ly  r est ric ted . 
I t  is sti ll sub jec t, as I  un de rs tand  it,  to agree me nt as between thei r 
Go vernm ent and ou r Go ver nm ent . To  use one, I  th ink,  ra th er  silly  
exa mple of  w ha t we do, we have a very fine Em bassy  the re.  I t  costs 
some $3,000 a  year to pump  the wa ter fo r the  foun tai ns , which are a 
gr ea t at trac tio n and  a b eaut ifu l thing .

They cu t off th e w ate r because th ev  w ant ed to save $3,000 equivalent 
in rupees. Th is could  be pa id  fo r by rupe es, no t dolla rs, bu t in our
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grea t drive for economy of rupees, they cut off the water, and the 
fountains stand there as a kind of eyesore.

This is an example of what I  mean by the Appropria tions  Commit­
tee refusing to  allow our own government to make agreements to use 
rupees for local expenses. I t wouldn’t have cost the Treasury a nickel.

Senator Symington. The chairman is logical in what he has just 
said.

The Chairman. There are  vast amounts of rupees tha t could be used 
for local expenses, and which do not require dollars . But under laws 
and regulations they cannot use the rupees without the authorizat ion 
of the Appropriations Committee. Tha t is one example.

The same thing applies with regard to travel in India . Chester 
Bowles, our Ambassador, has told me there is a very limited  amount of 
rupees made available for them to use in what he considers to be essen­
tial  travel. This would not be to use any dollars or resul t in any added 
expenses. These rupees are sitting there not being used, and he be­
lieves, and I believe, that the Indian Government would be quite 
willing to allow us to use additional amounts of the rupees. But our 
own Appropr iations Committee will not authorize it. They have to 
authorize a dollar appropria tion to be turned over to the Treasury .

It  is purely bookkeeping to make available the rupees; is th at not 
correct, in general ?

Secretary Freeman. That is correct.

USE  OF FO RE IG N CU RR EN CIE S L IM IT ED  BY  A PP ROPR IA TIO N PRO CESS

The Chairman. This is very muddled. Everybody has different 
views as to why we do not use this and tha t, and we are always blaming 
the Sta te Department or somebody else.

The tru th is, the real obstacle to the use of rupees and other foreign 
currencies lies in the approp riation process, and I wish you would make 
this very clear in your statement.

Secretary Freeman. I would be happy to do so. I certainly share 
the chairman’s views that  part icula rly in countries where we have a 
grea t surplus of thei r currency, which is piled up, that  it could be put  
at no cost to effective use.

The Chairman. We are paying rent over there on some quarters 1 
happen to know about. I tried  to get them to make available rupees 
tha t we already  own to purchase a headquarters. No; this is extrava ­
gance according to the  Congressional Approp riations Committee, and 
they did not make rupees available. It  would have saved us rent  over 
the years.

This is another example.
I ran into several of these cases. It is not the State Department's 

faul t because they have no authority  to do i t; they are  not allowed use 
of the rupees.

I want th is as accurate as you can make it and as thorough, because 
I do not want the record to perpetuate these false impressions as to 
what the trouble is.

Secretary Freeman. We will prepare  it very carefully  along those 
lines, Mr. Chairman.

Senator  Symington. Mr. Chairman, I would associate myself on 
that . It  sounds silly.
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If  I  may add just one more point, I trust you realize, as we go into 
the  Kennedy round of GATT negotiations, how impor tant it is, at 
least to the agriculture in my State, tha t we maintain  our position to 
the best of our ability.

Secretary Freeman. I am—I can assure you, Senator Symington, 
tha t I am most aware of that, and I appreciated very much the support 
in the rather outspoken and sh arp position I  have taken in this  ma tter 
not only here but in Western Euro pe over the pa st two years.

Senator Symington. Thank  you and congratulations.
The Chairman. Yes. I thank you for what you said about chickens, 

too. You made a very good statement.
The Senator from Delaware ?
Senator Williams. Air. Secretary , I want to thank you for your 

statement and to say tha t I thin k it an excellent suggestion tha t 
the Appropria tions Committee should consider making pa rt of the 
State Department’s app ropriations in the form of these local cu rren­
cies of which we have a surplus. And I hope they will take that into 
consideration and, instead of appropr iating dollars, appropria te some 
of these currencies, which would save us money all around.

DISTINCTION IN  SALES TO VARIOUS COMM UNIST  COUNTRIES

As I understand it, one of the arguments  you have used for our 
selling behind the Iron Curtain is on the basis tha t i f we do not enter  
into sales with Russia and th eir satellites our allies will, and therefore, 
to tha t extent it  is unf air  to  American agricu lture and American in­
dust ry; is th at correct?

Secretary F reeman. Tha t is correct.
Senator Williams. You likewise carry tha t reasoning over to  rec­

ommending sales with China and Cuba ?
Secretary F reeman. No, sir.
Senator Williams. How do you distinguish between the two ? Our 

allies are selling to Red China, are they not ? The same allies tha t are 
selling to Russia  and her satellites in Europe are also recognizing and 
entering into trade negotiations  w ith Red China, are they not ?

Secretary Freeman. I thin k there is a difference. Our policy has 
been not to have any kind of commercial or other relationship with 
Red China. I think, technically speaking, we are still at war with 
Red China. I th ink Red China has violated a number of solemn inter ­
national commitments, and in this instance th at they, therefore, a re in 
a category somewhat different from the Communist countries in 
Europe.

Senator Williams. Do you think the fact  that several Americans 
were shot down over East  Germany means we are in a state of peace 
with Red Russia?

Secretary F reeman . Yes.
Senator Lausche. How many do they have to shoot dowm before it 

puts  us in a state of unfriendliness  ?
Secretary Freeman. We are certainly not in a state of declared war 

with the Soviet Union, and in  this  instance apparen tly our planes in ­
advertently did get over Russian terr itory and, happily , the airmen 
who were detained have been returned, and I think the Secretary of 
Sta te said tha t incident is closed.



EAST-WEST TRADE 149

Senator Williams. I noticed tha t some of our allies in Europe are 
also entering in to negotiations to sell to Cuba. Do you think our State 
Depar tment  and Commerce Department are depriving American in­
dustry of thei r rights? Do you think they should sell some of these 
trac tors  and buses to Cast ro ?

Secretary  F reeman. No; I  do not  think they should, nor do I think 
we should.

Senator Williams. I  can recognize the difference in some areas, but 
I  just  wonder how you distinguish where we pick up. How about Eas t 
Germany? . .

Secretary Freeman. Each of these is a difference of degree, and it is 
extremely difficult to generalize about.

As I  tr ied to make clear in my s tatement, I think we ought to have 
no illusions, and recognize tha t communism, whether i t is in China or 
Russia, or in Cuba, has the objective o f world domination.

The degree of difference between being in a  hot war or a cold war 
is a relative one, and each transact ion and incident needs to be weighed 
on its merits.

And those where it is to our own benefit, in the judgment of the 
decisionmakers, why, we will have trade, and those where it will not, 
we will not. Depending upon the political factors  o f the country in 
question, it will depend upon the nature of our potentia l trade. It  
migh t depend upon the current political climate. I do not thin k there 
is any hard and fast, black and white rule in thi s connection in  terms 
of our own national  interes t .

DOLLAR VOL UME OF AGRICULTU RAL  EXPO RTS

Senator  Williams. Wh at was the figure tha t you gave as the  dolla r 
volume of the sale of agricultura l products, our expor t value?

Secretary Freeman. Fo r dollar value this year it will be $4 billion 
plus.

Senator Williams. Now, of tha t amount how much is for dolla r 
sales?

Secretary F reeman. All of that.
Senator W illiams. Th at is the dolla r sales?
Secretary F reeman. That is the dollar  sale.

OVERALL U. S.  EXPO RTS,  IN CL UD ING PU BL IC LAW 4 80

Senator W illiams. I see. How much is the amount of the overall 
sales, including Public Law 480 ?

Secretary  F reeman. About $6 billion.
The Chairman. I s th at 1963 ?
Secretary Freeman. Yes. This will be for the 1963 trade year. 

This  is our estimate for this year, which trade  year ends in Ju ly of 
1964.

Senator Symington. For the fiscal year 1964.
Secretary Freeman. Yes, sir.
Senator W illiams. Th at is all.
The Chairman. The Senator from Ohio.
Senator Lausche. I would like to ask a few questions about the 

Yugoslavia and Polish  situations.
Secretary F reeman. Very good, sir.
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TIT LE  I AND TIT LE  IV PU BLIC LAW 480 SALES TO YUGOSLAVIA

Senator Lausciie. How much of Yugoslavia’s dina r currency do we 
now have ? Do you have tha t ?

Secretary  Freeman. I'm sorry, Senator, we do not have those. I 
would be happy to get them for the record.

We have $36.2 million worth of dinars  for U.S. use.
Senator  L ausciie. We were selling to Yugoslavia under title  I , but 

now have sh ifted to sales under  ti tle IV ; is that righ t?
Secretary Freeman. That is the direction in which we are moving. 

We are in the process of negotiating another arrangement, which may 
include a title  I, because of the temporary economic setback of the 
earthquake in Skopje last year.

Senator Lausche. How much surplus food have you sold Yugo­
slavia under title IV?

Secretary F reeman. Under title  IV our sales total $33.5 million 
worth of cotton, soybean meal, tallow, and dry edible beans, including 
ocean transportation.

Senator Lausciie. What are the terms of tha t sale?
Secretary Freeman. They are sold at world prices and paid for in 

dollars.
(Subsequently, the Department of Agriculture submitted the fol­

lowing information concerning the title  IV agreement with Yugo­
slavia:)

A tit le IV agreement with Yugoslavia was signed April 21, 1962, for  cotton 
and soybean meal with  an export marke t value of $10.1 million. This was  
amended on May 18, 1962, to provide more cotton for  an add itional  value of 
$7.2 million. It  was fu rth er  amended on November 28. 1962, to supply cotton, 
tallow, and beans, for  an  addit ional value  of  $16.2 million.

Senator  Lausciie. What length of time does Yugoslavia have to 
make the payment ?

Secretary F reeman. We are trying  to check it.
Senator  L ausciie. And the rate of in terest, if any.
Secretary  Freeman. Fifteen years and four percent.

EFFECT  OF SK OPJ E EARTHQUAKE ON NATURE OF PU BL IC LAW 480  AID TO 
YUGOSLAVIA

Senator Lausciie. All right.
Has there been a change in the intention of selling under  ti tle  I V 

instead of under title  I  because of the Skopje ear thquake?
Secretary  Freeman. Yes. I think  it would be fa ir to say we are 

reviewing-----
Senator  Lausciie. I understood you have given them $50 million 

of d inars to help them in solving the  Skopje disaster.
Secretary Freeman. Tha t is correct. Ha lf of the $50 million of 

dinars  was in the form of a loan, and half  in the form of a gran t.
Senator Lausciie. And you intend to give more.
Secretary  F reeman. In this ins tance we would intend to  make f ur ­

ther sales under title I which would not require payments in hard  
currency at this time to help their economy ad just to th is loss.

Senator Lausche. Have you decided how much more aid you are 
going to give under title I when you sell for soft currencies ?
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Secretary  Freeman. No. This is now, as a matt er of fact, being 
negotiated. I don’t thin k there is—it is still in negotiation, yes, i t 
is still in negotiation.

Senator Lausche. Then title  IV  policy is abandoned for the time 
being, and you have returned  to title I ?

Secretary Freeman. No. We may end up, we are not sure where 
these negotiations may ultimately jell, but they may be a combination 
of title  IV and title  I, which has been the case in quite a number of 
instances. In  fac t, they  are likely to end up with  a h igher propor tion 
of title I V this year than last.

BASIS FOR PU BL IC LAW 4 80 SALES TO YUGOSLAVIA

Senator Lausche. And these sales have been made to the Commu­
nist, government of Tito  on the ground  it is a government friendly  
to the United  States ?

Secretary Freeman. On the ground tha t it does not come under 
the definition under Public  Law 480 which precludes any sales to a 
country dominated by the  Soviet Union.

PU BL IC LAW 480  SALES TO POLA ND

Senator Lausche. All right.
Now, let us ge t to Poland.  Are we still selling all of our surplus 

food to Poland under Public  Law 480?
Secretary Freeman. No. We have—we are selling under title I 

only in this case we are  selling for dolla r repayment and not for soft 
currency repayment.

Senator  Lausche. And th at is because of the law ?
Secretary  F reeman. Tha t is because of the Battle Act which pre­

cludes our loaning any of tha t currency back to the government in 
question.

LOCAL CUR RENCY USED TO BUILD  HO SPITAL  IN  POLA ND

Senator  Lausche. What  were the sales under which we acquired 
the soft currency to build the hospital ?

Secretary Freeman. Those were sales under previous Public Law 
480, titl e I agreements. We have substantial amounts of zlotys yet, 
and it seemed not to our national interes t to continue piling  up soft 
currencies tha t could not even be utilized within the country itself. 
Our local currency assistance in support of  the Polish hospita l is based 
upon a provision of the Foreign Assistance Act (sec. 214(b)) which 
specifically waives the Battle  Act provision.

TERMS OF PU BL IC LAW 480 AGR EEM ENTS W IT H POLA ND

Senator  Lausche. Are the most recent sales made under Public 
Law 480 under titl e IV  ?

Secretary Freeman. Title  I, these are made under title I.
Senator Lausche. And sold for dollars ?
Secretary Freeman. Repaid in dollars.
Senator Lausche. Cash or on terms ?
Secretarv Freeman. On terms.
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Senator Lausciie. What are the terms generally ?
Secretary Freeman. Well, the terms of the one, $30.7 million of 

this last sale were to postpone payment  for  10 years, and then to make 
payments in equal yearly amounts for 40 years interest free. This 
was in place of a title IV sale.

The second $30.2 million was to be payable in dollars over a period 
of 3 years; and the third $30 million was sold for dollars, for cash.

Senator Lausciie. The first one will be paid in 50 years the n; is tha t 
correct ?

Secretary  Freeman. Yes.
Senator Lausche. Ten years of grace, and 40 years within which 

to pay ?
Secretary F reeman. Yes, sir.
Senator  Lausche. No interes t ?
Secretary F reeman. No interest.  The second one will be paid 

within 3 years, and the third one is under normal commercial terms.

DELIVERY TO CUBA OF CANADIAN WHEAT PURCHASED BY RUSSIA

Senator Lausciie. All right . Can you tell me whether Russia 
has sold or shipped wheat to Cuba since we made our sale to Russia?

Secretary  Freeman. The answer is Russia lias not, to our best 
knowledge. It  is my understanding-----

Senator Lausciie. By that,  do you mean you have no knowledge 
that it  has sold ?

Secretary Freeman. That  is correct. And I have-----
Senator Lausciie. And, since you have no knowledge that it was 

sold, you conclude that there were no sales made?
Secretary  F reeman. That , plus the fact tha t the Canadian  sale 

of wheat to the Soviet Union provided for delivery of some of their  
wheat to Cuba in the amount Cuba needed, and so there would not, in 
any event, have been any reason for any wheat we sold to Russia to 
be diverted to Cuba on the face of it.

Senator L ausche. Do you know whether it is or is not a fact that , 
aft er we sold wheat to Red Russia, it ordered ships that  were leaving 
the ports  of Canada, destined for Odessa, not to go to Odessa but to 
deliver the wheat to Cuba ?

Secretary  Freeman. I do not know whether th at is or is not a fact. 
1 have had no information in connection with tha t at all.

Senator L ausciie. No knowledge, no h int of it?
Secretary  Freeman. No knowledge, no hint of it.
Senator Lausciie. Now, then, to get back to vour first statement—- 

when Russia bought from Canada, did it intend to send part of that. 
Canad ian purchase to Cuba ?

Secretary F reeman. Tha t is correct.
Senator Lausciie. How much of it ?
Secretary F reeman. I have forgotten the tota l volume.
Mr. Olson. They are talking in terms of 250,000 tons.
Senator Lausche. How much d id  R ussia  buy from  us ?
Mr. Olson. They bought 1,700,000 tons.
Secretary Freeman. 1,700,000 tons.
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Senator Lausche. Do I understand 250,000 tons of Russia’s pur­
chase f ix)in Canada were to be sent to Cuba ?

Mr. Olson. Tha t is righ t, sir.
Senator Lausche. Did the Department of Agricu lture know at the 

time we sold our  wheat to Russia th at Russia had made a deal to buy 
Canadian wheat and ship 250,000 tons to Cuba ?

Secretary F reeman. Yes.
(Subsequent to the hearing, the Department of Agricu lture sub­

mitted  the following addi tional  da ta :)
In the ir con trac t with  Canada, the Soviet Union included 245,000 tons o f w hea t 

and 150,000 tons of flour (equ ivalent to 205,000 tons of wheat ) specifically for 
shipm ent to Cuba. The Soviet  Union is  f inancing these sh ipments. Exports  u n­
der  this con trac t through  Janu ary 1904 have tota led  74,000 tons of wheat  and 
53.000 tons of  flour.

In view of this con tractu al arrang ement  with Cana da, it  is not fel t th at  the 
subsequent  sales  of U.S. wheat  to the  Soviet Union resu lted  in additional whe at 
or  flour being shipped to Cuba.

PO SI TIO N OF RU SS IA N FA RM ER

Senator Lausche. Wh at is your understand ing about the condi­
tion of the  farmer in Red Russia; what is his state  of mind with re­
spect to the collectivized farms and his desire to again become the 
owner of the  land so th at he can say, “This is my prope rty” ?

Secretary  F reeman. Well, I  was not  in a position to give any judg ­
ment as to the state o f mind of the average Russian farmer. I think 
the fact  tha t up to 50 percent of a number of agricultural commodi­
ties—and vegetables, eggs, milk, beef, pork—are the products of the 
small plots which individual farmers are allowed to have, and produce 
on, indicates that  this kind of operation has a very great appeal.

IN E F F IC IE N C Y  OF CO LL EC TIVIZE D FA RM S

Senator Lausche. Tha t is, they are producing 50 percent on the 
small plots that  have been sort  of char itably  granted  to them, to satis­
fy them in their  desire to own their  own land and their own products, 
and only 50 percent has been produced out of the major lands. 
Wouldn’t it lie fa ir to assume th at the farmer is not producing for 
the Government as intensely as he is producing for himself?

Secretary Freeman. I don’t think there is any question about th at.
Senator Lausche. Can we infer they are not giving  thei r best to the 

Government on the collectivized farm?
Secretary Freeman. I would cer tainly say tha t the system of col­

lective agriculture is not an efficient one, and the people who part ici­
pate in it are, by and la rge, not as productive as they are in the ir own 
operations, without any question.

Senator Lausche. Would you go so f ar  as to infer  that the  Russian 
farmer is deliberately sabotaging the collectivized system?

Secretary Freeman. There are many, many repor ts to tha t effect, 
and I  would think this is very, very likely in some cases.

Senator Lausche. Now, then, if he is deliberately sabotaging the 
collectivized farm, didn’t we, by our sale of food, help destroy the ob­
jective of the oppressed farmer of Russia?

Secretary Freeman. No, I do not think so.
Senator Lausche. I will not press it. I think we did. I think 

the Russian fan ner  has sabotaged the machinery, has sabotaged the
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fertilization, the harvest ing, and was making progress, and we helped 
emancipate Khrushchev from the problem that confronted him. 
Tha t is my feeling. I am not going to argue it. We cannot get any­
where by arguing it.

DELIV ERY TO CUBA OF CANA DIA N WHE AT  PURCHASED BY RUSSIA

Do you know whether the whole 250,000 tons that Russia bought 
from Canada have been delivered to Cuba?

Secretary Freeman. I assume it  has.
Senator Lausche. You assume i t has?
Secretary Freeman. I have not checked tha t par ticu lar point, but 

I think  it  likely.
Senator Lausche. Now, then, if Khrushchev is telling Castro to 

remain firm, and if Castro is saying, “Well, you have to help me 
to do so; you have to supply me with food and other commodities,” 
didn’t we directly help Castro by selling the wheat to Russia, and 
making it easier for Russia to diver t 250,000 tons of wheat?

Secretary  F reeman. No, I do not think  it had any relationship 
whatsoever. I think tha t is a spurious observation. Having been 
in there and having reviewed a l ittle  bit at first hand, I  think the Rus­
sian political objectives in Cuba were such tha t whether we did or 
did not sell them any wheat they would have delivered the wheat to 
Cuba regardless of what i t meant to thei r own people and to the ir own 
domestic economy, and I see absolutely no relationship between the 
two.

Senator L ausche. Don’t you tac itly admit, when you say t ha t they 
would have delivered the 250,000 tons regardless of what impact it 
had on i ts own people, that  we re lieved them from the burden of the 
bad impact?

Secretary F reeman. Well, in terms, perhaps, of helping to feed 
some Russian people tha t otherwise might have gone hungry , tha t 
may well be the case.

Senator  Lausche. Tha t is right.
Secretary  F reeman. In  terms of de terring the shipment of wheat to 

Cuba, 1 think th at was not the case.
Senator  Lausche. Tha t is what  I had in mind. It  enabled K hru­

shchev not only to  serve Castro, but also to serve his own people.
Secretary Freeman. I guess we disagree with th at just as we did on 

the former question, Senator.

QU ESTIO N OF EAST-WEST TRADE LIB ERA LIZATION

Senator Lausche. Do you have in mind any part icular objective 
in .appearing here today? Are you wanting us to approve a liberali­
zation of the trade  between the East and the West ?

Secretary F reeman. I am appearing here, I  think, at the invitation 
of this committee, and asked to discuss tha t t rade  in terms of agricu l­
ture, and I have testified tha t I think in terms of agricu ltural com­
modities tha t we ought to expand tha t trade, and it is our national 
interest, and well-being, to do so, based upon the standard of helping 
our Nation, as distinguished from helping the Soviet Government.

I th ink we profit more from it than they do.
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Senator  Lausche. I)o you also include in tha t a liberalization of 
trade  in fields other than  agricu lture ?

Secretary F reeman. Well, in that area 1 think we have got to apply 
a very matte r of fact and very methodical principle of our own n a­
tional self-interest in terms of whether—of comparing how it will 
strengthen us as compared to strengthening them.

U .N . CON FE RENCE ON  TRAD E AN D DE VE LO PM EN T

Senator  Lausche. I was going to talk  about the United  Nations 
Conference, but it is 12 o’clock, and 1 will not do so. Tha t is, the 
United Nations Conference in Geneva now.

Secretary  Freeman. The UNCTAD Conference.
Senator  Lausche. Yes. Tha t is all 1 have, Mr. Chairman. Thank 

you.
K E N N E D Y  RO UN D OF  TRAD E NEGOTI ATI ONS

The Chairman. Well, Mr. Secretary,  in connection with tha t last 
item, I  would like to ask you what you think the prospects are in the 
Kennedy Found of being able to consider the question as a package, 
tha t is, of avoiding considering indus trial goods separately  from 
agriculture. Do you think we will be able to do tha t ' Are you at 
all optimis tic tha t we can ?

Secretary Freeman. I have—I am apprehensive. I would say I 
am mildly optimistic. 1 think  th at the EE C is going to seek to avoid 
making any kind  of access assurances whatsoever, and these are going 
to be very, very difficult negotiations. But we are going to press th is 
case very, very s trongly;  and, as I  say, I am very, very hopeful tha t 
they will recognize tha t the whole concept of the E EC  is one looking 
toward freeing trade and not restricting  it, and with the shar ing of 
the negotiating responsibility between both indust ry and agricu lture 
we go with a stronger hand  than  has been the case with previous nego­
tiations.

The Chairman. This has been discussed and it is settled policy of 
this Government to present this package ?

Secretary F reeman. That is correct.

R E LA TIO N SH IP  OF  U .S . W H E A T  SALE TO RU SS IA N W H E A T  RESER VES AN D 

CO M M IT M EN TS TO SA TE LL IT ES

The Chairman. Following up jus t a bit—I do not want to delay too 
long—about the wheat to Russian deal, you were there recently—we 
discussed that earlier—and I wonder if  you believe that  if we had not 
sold them wheat the people of Russia would have gone hungry ?

Secretary Freeman. No, I do not think they would have gone 
hungry ?

The Chairman. Pa rt of the wheat, I presume, was to make possible 
thei r fulfillment of t hei r commitments th at they normally make with 
regard  to satellite countr ies; isn’t that  correct ?

Secretary  F reeman. I think  th at is true. I think  also it  may very 
well have been that  reserves had gotten to a level tha t was threaten ing 
thei r national security. This is something we are not sure about.
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FIR ST INST AN CE  OF MA JOR SOVIET IMPORTATION  OF WHE AT

The Chairman. Have they been over the years traditionally an ex­
porter of cereals or an importer ?

Secretary Freeman. They have been t radi tionally  an expor ter of 
from 150 to 200 million bushels of wheat a year, and this is the first 
time tha t they have imported any significant amount of wheat at all, 
and the first time tha t any has been imported , to my knowledge, from 
Canada or the United States.

AR GE NT INE WHE AT  NEGOTIA TIO NS W IT H CO MMU NIST  BLOC

The Chairman. Is there anything to the rumor, I think  it is, that  
I heard tha t they are now negotiating with or have negotiated with 
Argentina for substantial supplies of wheat ?

Secretary Freeman. Yes, I  think  they have. I think  Red China is 
negotiating with Argentina, also.

The Chairman. So, in any case, if we had not sold them this 
62 or 67 million bushels of wheat, it is likely th at they  would have been 
able to obtain it  elsewhere.

Secretary F reeman. They could have gotten some of it elsewhere, 
yes. IIow much it is a little difficult to say because last year’s har ­
vest was more limited than  will likely be the case in the  coming year.

QU ESTIO N AS TO CO NT INUE D SOVIET NEED TO IMP ORT WHE AT

The Chairman. Yes.
From your observations, do you believe this shor tage requiring their  

purchases resulted in a one-shot purchase or unique situation? Of 
course, t his is speculative, but is it likely to continue for 1, 2, 3, 4 
years ? What is just your  own estimate ?

Secretary F reeman. Well, my own estimate would be tha t they will 
be seeking to import maybe 5 to 8 million tons of wheat again for the 
next crop year,  and whether this will continue will depend upon some 
developments tha t can only be guessed at now.

For example, if they move more aggressively toward the livestock 
pa rt of thei r economy and consume some of the cereals th rough  the 
medium of animal rath er than human consumption they could con­
ceivably need grain for some time to come.

On the other hand, the weather will be a factor in any event.
The Chairman. Yes.
Secretary  Freeman. But my best estimate will be tha t they will 

need 5 to 8 million tons of wheat, part of which they would export to 
the ir normal bloc country customers, and tha t the United States  might 
be in a position to supply up to h alf  of tha t if the circumstances are 
favorable.

QU ESTIO N OF POTENT IAL  FOR SALES OF NONBASIC AGRICULTURA L ITE MS

The Chairman. In your opinion, is there a significant potential for 
sales of nonbasic agricu ltural items such as citrus fru it or frozen 
poul try ?

Secretary  Freeman. Well, as a mat ter of fact, I asked Mr. Khru­
shchev—I though t of you at the time, Mr. Chairman-----

The Chairman. I appreciate that .
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Secretary Freeman. Why he d idn’t buy some poultry from us. I 
was kind of teasing him a little  bit in a way, and we got onto this, and 
I said this is a very nu tritious and very economical food, and he was 
quite fami liar with it. But he said, he used this sign, with put ting 
his hand and fingers together, and he said he wouldn’t buy any because 
he didn ’t have any money. He said, “If  I have to choose between 
fertil izer and chickens,” he says, “I will take fertil izer,” and then 
he went on to say maybe they would produce them themselves.

But, by and large, he made it quite clear that  they, I think,  would 
use their resources to buy productive equipment and to impor t tha t 
agricu lture tha t could be imported the most cheaply, would be the 
cereal. Their people are  heavy cereal eaters anyway by custom and 
habit.

U.S . SALE OF RICE TO RUSSIA

The Chairman. Yes. Are all  surplus agriculture  commodities un­
der which export subsidies are paid now being cleared for sale for 
the Soviet bloc ?

Secretary Freeman. The only other commodity upon which there 
are price supports is rice, and a sale was made of 50.000 hundred­
weights of rice some months ago—tons, 50,000 Ions of rice.

The Chairman. To whom ?
Secretary  Freeman. To the Soviet Union.
The Chairman. When was that done ?
Secretary F reeman. Two, three months ago.
The Chairman. For cash ?
Secretary Freeman. For cash.
The Chairman. Has it been delivered; do you know ?
Secretary Freeman. I believe it has, yes.
Senator Lausche. Was it  afte r you had visited with  Khrushchev ?
Secretary  Freeman. Yes, sir.
The Chairman. Some of it was Arkansas rice.
Secretary  Freeman. It  must be—I am advised it was probably all 

Arkansas  rice.
The Chairman. It  is the best rice, no question about that.  

[Laughter.]
U.S. POSITION ON BILATERAL AGREEMENTS

Has the departmen t’s experience in connection with the sales to 
the Soviet bloc indicated any need for any type of trade agreement 
with those countries?

Secretary Freeman. No. I th ink if we can work out some arrange­
ments in connection w ith the shipping tha t American priva te grain  
trade rs will be perfec tly able to negotiate and to sell significant 
amounts of wheat in competition with other countries.

The Chairman. What I had in mind is I  understand the  Germans, 
being the  leading trader  with the Soviet bloc, have a b ilatera l agree­
ment which deals not only with materia ls and sets certain limits as 
to amounts, but also deals with such things as arbi tration of disputes 
and any incidental activities th at usually accompany trade.

I wondered, if there is any future to t rad ing  with them, why some 
similar agreements wouldn’t be appropria te?

Secretary  Freeman. Well, I think it has been our position, and I 
am sure this is one of  the things this committee will want to review, 

30 -6 42 —64 —,pt. 1------11
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that it is to our na tional interests and tha t of the free world to operate 
under the most-favored-nation principle and to deal in world trade 
based upon this standard of selling in the in ternational market rathe r 
than engaging in bilateral  agreements which tend to stra tify  trade 
and to limit rather than to expand it. We have not supported, as a 
matter of fact we have been critical of, as a ma tter of policy, of bilat ­
eral arrangements.

most-favored-nation principle and developing countries

The Chairman. There is a great deal of discussion going on with 
regard to the underdeveloped countries, in this case not the Com­
munist bloc particularly , to the effect tha t the most-favored-nation 
principle which we have favored for a long time may have to be 
breached if we are to do anyth ing significant for these underdeveloped 
countries.

Secretary Freeman. Well, we are exploring and, as a matte r of 
fact, the GATT negotiations themselves will explore the workability 
of interna tional commodity agreements with which you are very 
familiar, Mr. Chairman, and to an extent an interna tional commodity 
agreement is obviously a bilateral or multi latera l arrangement, and 
in this instance, when we are discussing the raw material sales from 
developing countries which are subject to the swings of the commodity 
markets internationally, it may very well be th at some such arrange­
ments could be to mutual advantage.

COFFEE LEG ISLATION

The Chairman. Since you have mentioned the matte r of commodity 
agreements—I did not intend to bring  it up; it is not particularly  
appropriate here—the coffee legislation I do not believe has yet been 
passed. Are you aware of tha t ?

Secretary  Freeman. I knew tha t it had run into some difficulties.
The Chairman. Some difficulties.
Secretary  F reeman. Yes, sir.

PROVISION OF EXPORT SUB SIDIES TO ME ET  WORLD PRICES

The Chairman. Are export subsidies and other aids in meeting 
world prices normally provided by the other free w’orld countries, 
par ticu larly  our allies, to the Soviet bloc in the same manner as they 
would to free world nations?

Secretary  F reeman. Yes. So far as I know, they are used, although 
they would be pretty well masked in such instances throug h the bi­
latera l arrangements tha t would provide for all kinds of circum­
stances. But basically I am sure tha t the Soviets would insist on 
meeting world prices, and otherwise they would go shopping some­
where else.

EF FECT  OF U. S.  BOYCOTT ON FOR EIG N GOODS

The Chairman. Did you run into any comments on the public dem­
onstrations  in  th is country against foreign goods, such as the boycott 
on Polish ham ?

Secretary Freeman. Yes; I  did. I ran into this everywhere in 
Poland, and the same thing was true  in Yugoslavia, and I  think  it
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cost us a sale of wheat of about 100,000 tons in Yugoslavia, and when 
I took the ir purchas ing man to task on this, and said quite sharply to 
him th at we were not very favorably impressed in a purchase of wheat 
made for them in Canada  in dollars when they had been made in the 
United States significantly for dinars,  he was most apologetic and 
concerned about it, but said at tha t time tha t because of the most- 
favored-nations status  having  been removed, t ha t they simply didn’t 
know howr they could possibly buy anyth ing for dollars because they 
couldn’t sell anything, and this, combined with the efforts to boycott 
the limited commodities tha t they could sell here to build up some 
kind of dollar balances, meant they had felt they had to go shopping 
elsewhere where they could sell.

PO LISH  REACT ION TO BOYCOTT

The Chairman. The Poles’ reaction wasn’t very favorable to the 
boycott ?

Secretary Freeman. No; i t was an equally concerned one.
The Chairman. The boycott was contrary to the  announced policy 

of our Government, was it  not ?
Secretary Freeman. It  was; and I think this was understood by 

the Polish Government officials, but  i t was not understood by others.

AWA REN ESS OF SOVIET PEOPLE REGARDING AGR ICUL TURAL DIFFICUL TIES

The Chairman. In  you r travels in Russia and in what contacts you 
had with the people, were they aware of the difficulties the  Soviets 
suffered in agricultu re?

Secretary  Freeman. Yes. I think  I would say they were aware 
of it.

The opportunity  tha t was mine to communicate with the average 
Russian citizen was limited. It  had to be done through interpreters  
and, of course, with Russian officials in the vicinity.

However, the struggles have been such, and the changes have been 
such tha t even in the discussions with the officials themselves, as you 
got to exploring the grounds with them, it was quite clear tha t they 
realized tha t they had not reached a standard comparable to ours. 
As a matte r of fact, Khrushchev himself made no bones about that , 
and he said they sought to copy and to  do equally well.

They did feel, I think , th at they were making progress on the places 
we visited. Those places were, by and large, superior to the average 
and, perhaps, significantly so.

EFFECT  OF SH IP PIN G  RE QU IREM EN T ON TRADE

The Chairman. Could you tell us to what extent the requirement  
of shipping 50 percent of our grain to the Soviet Union in U.S. 
bottoms has affected this t rade  ?

Secretary F reeman. I think that  i t has prevented t rade th at other­
wise would have taken place.

The Chairman. Does it tend to make us noncompetitive?
Secretary F reeman. Yes; it does.
The Chairman. Do you have available approx imately what this 

differential is? I have heard many varying figures. Could you say 
very briefly what it costs to ship ?
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Secretary Freeman. I would just use these figures as round num­
bers, that  it would cost us $15 to $18 a ton, let us say $12 to $18 a ton, 
to sh ip on an American bottom, and it would cost probably $6 to $12 
a ton to ship on another ship.

The Chairman. Does tha t means tha t it is roughly twice as much?
Secretary F reeman. Well, it would run from one-third to twice as 

much.
Senator Lausche. Repeat that  figure on what it costs again, Mr. 

Secretary.
Secretary Freeman. I made them purposely very broad. I am 

not an expert in this field, but I said it would run from $6 to $12 a ton 
under other ships, and it  would cost $12 to $18 a ton to ship in Amer i­
can bottoms. With  respect to the other ships, I am speaking of world 
shipping rates on tramps.

The Chairman. These rates vary in accordance with the demand ?
Secretary F reeman. Yes.
The Chairman. It  is not fixed?
Secretary  F reeman. Yes. It is fixed on the big liners. They are 

the so-called conference rates.
The Chairman. But these tramp  steamers will get what the market 

will bear?
Secretary  F reeman. Yes. But within tha t concept it can run twice 

as much per ton.
The Chairman. Yes.
Secretary Freeman. They are ta lking about ships from New York, 

say. to Odessa.
The Chairman. Yes.
Secretary  F reeman. Yes.
The Chairman. Do you have any authority presently to increase 

the export subsidy to compensate for increased shipping costs?
Secretary Freeman. No.
The Chairman. Does the Commodity C redit Corporat ion-----
Senator  L ausche. May I  ask a question on t ha t point?
The Chairman. Yes.

COST OF HA RD  W H E A T  TO RU SS IA NS

Senator Lausche. Did you sell Hard  Durum wheat at a price below 
what you were selling it in order to enable the shippers to pick up the 
difference in cost?

Secretary  F reeman. No. This was jus t a happy coincidence, Sena­
tor, that  we had an excessive amount of Durum on hand, over 2 years’ 
supply, and in thi s instance when the bid was made for the quanti ty 
involved, why, we jumped at the oppor tunity, and whether i t had been 
to a sale for the Soviet Union or anybody else, we would have made the 
sale, because the amount of Durum on hand is so fa r in excess of our 
foreseeable needs, and the cost of carry ing it was so heavy in this 
instance-----

Senator Lausche. Was tha t price  for which you sold lower than 
what you had  been selling Durum wheat theretofore?

Secretary Freeman. That is correct, yes.
Senator Lausche. How much lower?
Secretary F reeman. It  was about 14 cents.



EA ST -W ES T TRAD E 161

Senator  Lausche. A bushel?
Secretary F reeman. 14 cents a bushel. It would have been between 

GO cents to 74.
Senator Lausche. May I ask another question on that? Have the 

sales tha t have subsequently been made of the Hard  Durum wheat been 
higher than the rate we jus t described ?

Secretary F reeman. No, they were the same rate  rouglily, making 
allowances for the position of the Durum, at the time of the year for 
shipment, and its transportation. So the subsidy amounts, with  these 
adjustments,  were the same.

BID -S UBS ID Y SY ST EM  ON  DU RU M W H EA T

Senator Lausche. I sent a le tter to your Department asking for an 
identification of the price for the sale of Hard Durum wheat in the 
five sales made immediately preceding the transac tion which I just  
identified and the five sales made immediately thereafter. I think 
tha t-----

Secretary Freeman. So I may not mislead you. and we will respond 
to your letter, we did make sales both before and afte r at a much lower 
subsidy, but because these were very  small sales they did not—they 
were no t at all comparable to the magnitude of this sale, which was 
the reason why we were willing to increase the subsidy.

You see. we established almost a year ago last July where Durum 
was concerned a bid-subsidy system. We did that  ju st because we had 
such heavy surplus hoping to invite bids for significant quantities, 
and so we responded to that  bid accordingly, as you know. Where 
smaller amounts a re concerned, we have not because we did not wish 
to lose income to ourselves thereby without selling any significant 
amount or disrupt internationa l markets  in Durum.

Senator  Lausciie. I s this transaction which we are talkin g about 
the first, one that was made of a large sale quanti ty at a reduced price?

Secretary Freeman. Yes.
Senator Lausche. And by coincidence it fitted in to help the 

seller of the large quan tity of wheat to Russia in carry ing his ex­
cessive transporta tion cost?

Secretary F reeman. That is right .

CCC AUTHORIT Y TO SE LL  SU RPL US CO M MODI TI ES  ON  CR ED IT TE RM S

The Chairman. Does the Commodity Credit Corporation have au­
thor ity to sell surplus commodities to exporters  on credit terms ?

Secretary Freeman. Yes, sir.
The Chairman. Have there been any Commodity Credit sales on 

credit to exporters who have sold these goods in turn to bloc countries?
Secretary Freeman. Let me get on the first question, to sell the ex­

porte rs on c redit terms?
The Chairman. Yes.
Secretary  Freeman. I am not quite sure what this means. We 

have, and we do have, authority to makes sales of our Commodity 
Credit Corporation stocks to exporters for export to other countries 
for—on credit terms, but before we would grant such credit, we get 
a binding commitment by the exporter as to the destination. It  
would not involve an extension of cred it to exporters, who would jus t
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purch ase  fo r resa le as they may see fit. I hope I cou ld clear the  r ec­
ord on thi s, Se na tor Fu lb rig ht .

sate llit es’ wh eat requ ire me nts ano purcha ses

Th e Chairman . 1 ju st wante d the  rec ord  clear on how thi s works .
To  w ha t ex ten t, i f any, were th e p urchase s of w heat by Russia neces­

sar y to fill co mmitments  m ade to bloc cou ntri es.
Secre tary F reeman. We ll, I  do n' t know offhand , bu t th is was a 

part  of  it. The exact ma gn itu de  of  com mitments to bloc cou ntr ies  I 
do not know. Bu t we have some pr et ty  good idea, an d we wou ld be 
ha pp y to sub mit  i t fo r the  r ecord.

The Chairman. Could  you subm it fo r the  record  wh ate ver  you 
know  about that .

Secre tar y F reeman. Yes.
(The  in form ation  referre d to  is  as follo ws :)

Russia , up unt il the  curre nt year,  has been a major wheat  exporter.  In  the 
past 5 years, these exp orts  have averaged  abo ut 5 million tons annually.  Most 
of these, about 3.5 million tons, have been shipped to the Ea st European sat el­
lites of East Germany, Czechoslovakia, and  Poland. Smaller qua nti ties  have 
gone to Bulgari a and Hungary . Rum ania  is self-sufficient in wheat and, in 
fact, is shipping 400,000 tons to the  Soviet Union thi s year. Tota l imports  of 
the sate llite s from all sources have averaged abou t 4.4 million tons in recen t 
years.

Therefore, based on average  imports and allowing for  production levels in 
1063, estimated total wheat import requiremen ts of the  sate llit es are  as fol low s:

Eas t Germany___________
Czechoslovakia___________
P o la n d ______________________
Bulgaria________________
H u n g a ry ____________________

Tons
1, 400, 000 

800,000
1, 800, 000 

375,000 
450,000

Ton a
Rumania________________  0

Total estimated im­
ports____________  4, 825, 000

This  to tal is about 10 perc ent above the recent average.
In the absence of supplies from the Soviet Union these countr ies, with  the 

exception of Eas t Germany, have made sub stantial purchases from Western 
count ries. Known purchases to d ate  are  as foll ow s:

East Germany___________
Czechoslovakia___________
Poland __________________

Tons
275, 000 Bu lga ria_________________
410, 000 Hunga ry_________________

1, 735, 000

Tons
350, (KM) 
465, (MX)

These purchases indicate  that  Poland, Bulgar ia, and  Hunga ry need littl e, 
if any, whea t from the  Soviet Union. Ba rring  fu rth er  p urchases from Western 
count ries, Eas t Germany would need about 1,100,000 tons  and Czechoslovakia 
about 400.000 tons. Thus, the  tota l demand on the Soviet Union thi s year would 
be about 1.500,000 tons, in contrast  with  the  recent average  exports  of 3,500,000 
tons.

The extent  to which wheat purchased by the  Soviet Union from the West  
or from Rumania has been tran sshipped to Ea st Germany and Czechoslovakia 
is not known. It  has been reported th at  some Canadian wheat  sold to the 
Soviet Union has been tran sshipped thro ugh  Hamburg by ra il and barge to 
East Germany. However, the bulk of both the  United Sta tes and Canadian 
shipments are  to Black Sea ports.

In the tinal analysis,  whether imported wh eat is shipped direct  to satelli tes 
or replaces domestic wheat shipped to them, the  p urch ases  by the Soviet Union 
are  of sufficient size to take  care  of the remaining sat ell ite  requi rements as 
well as those of Russia it self.
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RUS SIAN SH IP M EN T OF WHE AT  TO BLOC COU NTR IES

Senator Lausche. Mr. Chairman, I just had written down what 
I was going to ask you to ask: Has Russia sent wheat to any of the 
other nations of the Communist bloc as i t did to Cuba following the 
purchase of U.S. wheat ? Your answer is yes to that , isn’t it?

Secretary  Freeman. No. My answer is tha t Russia had agree­
ments with the so-called satellite countries. Those agreements in 
whole or in par t could have been met out of the  American shipments 
either directly or indirectly . However, the satellite countries have 
purchased a substant ial portion of thei r wheat requirements directly 
from Western countries rath er than dealing through the Soviet Union. 
Ear ly indications were th at the Soviet Union might  buy as much as 
4 million tons including requirements of the satellites, but it subse­
quently developed th at they were thinkin g of about 2.5 million tons, 
and tha t the additional 1.5 million tons would be negotiated directly 
by the satellite countries. We have had some sales as a part of this 
to some of the satellite countries.

Senator Lausche. Do I unders tand tha t you have a pret ty good 
knowledge of some shipments of wheat that  were made to the bloc 
countries?

Secretary F reeman. We have a pretty good knowledge from the 
Soviet Union, you mean ?

Senator Lausche. Yes.
Secretary Freeman. Yes. I think so; do we have those figures, 

Gene?
SOVIET W HE AT  PURCHA SES FROM SATELLITE COUNTRIES

Mr. Olson. Yes, sir. In  response to the initial  question, we have 
no information whether or not the Soviets have shipped grain  to the  
bloc countries, Eastern European countries, since they bought from 
us, and quite to the contrary, they bought  400,000 tons from Ru­
mania—reversed the process.

The Chairman. The Soviets bought from Rumania ?
Mr. Olson. Th at’s right, sir.
The Chairman. I see.
Senator Lausche. Th at was before its purchase from us ?
Mr. Olson. The timing on t ha t I would say would be during the 

period when they were in the negotiations with us which led to pur­
chases in January.

Senator Lausche. You could place in the record the situation as 
it prevails with respect to this question, if you will ?

REQ UES T FOR AM OUNTS OF SOVIET SALES AND  U. S.  SALES TO BLOC CO UNTRIES

Secretary Freeman. You would really like to know, Senator, as I 
understand it, since our sale o r at least coterminus with it, whether  
the Soviet Union has sold anv wheat to the satellite  countries?

Senator Lausche. The members of the Communist bloc.
Secretary Freeman. Members of the Communist bloc, and if so, 

how much?
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Se na tor L ausche. An d if  so, t o what cou ntr ies , and  in wh at quan­
tities.

Se cretary F reeman. W ha t am ounts ; and, secondly , I  ga th er  the  
sales t hat we have made to the  so-called bloc cou ntr ies  othe r than  the  
Sovie t Un ion  ?

Se na tor L ausche. Th at  w ould  be fine.
Tha nk  you.
(T he  inform ation  subsequen tly furnish ed  ap pe ars on p. 162.)

SOVIET PURCHASES OF CUBA N SUGAR

Th e Chairm an . Do you know wh eth er Ru ssi a’s pu rch ase s of  s ug ar 
fro m Cuba have been in excess of  he r normal purch ase s and needs 
an d th e nee ds of  her  sate llites ?

Se cre tar y F reeman . I  fr an kl y do not  know.
The Chairm an . You hav e no information  on tha t?
Mr.  Olson. The  pu rchases ar e in excess.
Se cre tar y F reeman. W he ther  Russia has purch ased  fro m Cuba in 

excess of he r own domestic  needs  of  suga r ?
Mr.  Olson. I  do not know.
The Chairm an . You do no t know ?
Se creta ry  F reeman . We  w ill tr y  t o find out. I rea lly  do not know 

the  answ er.
The Chairm an . I do no t k now  t hat  i t is vi tal , bu t if  you  have some 

in fo rm at ion a bou t the  purch ase  of  suga r f rom  Cu ba please give it  to  us.
(T he  inform at ion r efer red to  fo llo ws:)
Based on the record of sugar exports from the U.S.S.R. in recent years, it is 

clear tha t tha t country’s purchases of sugar from Cuba have been in excess of 
its needs and the needs of the satellites.

Prio r to 1960, U.S.S.R. purchased from Cuba at the rate of about 500.000 
metric tons annually. Since then they have imported from 1 to 3.3 million tons 
annually.

Prio r to 1961. exports by the U.S.S.R. averaged about 200,000 tons annually 
to about a dozen countries, most of which had common borders with the U.S.S.R. 
but only two or three of which were satellites. Beginning tha t year and since 
then the rate  of exports has been almost 1 million tons to about 40 countries 
yearly.

Approximately 40 percent of the increased sugar importations from Cuba 
which began in 1960 have been used to make additional sugar available for 
export.

TRADE BETW EEN RUSSIA AND CO MM UN IST  CH IN A

Th e Chairm an . I s Ru ssi a pu rcha sin g fro m oth er sources ag ric ul ­
tu ra l com moditi es such  as soybean s, m eat,  an d so on, she formerly  p ur­
chased  fro m Comm unist Ch ina ? Do you  k now an ythi ng  about that?

Se cretary F reeman. No, I  do no t know an ything  abou t that .
Th e Chairm an . Do you have any  knowledge  about tr ad e between 

Com munis t China  and Rus sia  wi th in  the  las t yea r?
Se cretary F reeman. Mr . Olson,  you  have been fol low ing  thi s. Do 

you have any  inf orma tio n abou t the ad jus tm en ts in  Russian-Chinese 
tra de ?
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Mr. Olson. The information we have, sir, is it has gone down, there 
is no question about tha t. But we do not  have exact information as 
to the extent tha t it has dropped.

(The following information was subsequently supplied for the 
record :

Com mu nis t China -U.S.S .R. Trade Trends

According  to official Soviet  stat istics, to tal  tra de  between Communist China  
and  the Soviet Union reac hed a p eak of ov er US$2 b illion in 1959, with  the  la rge r 
pa rt  of th e t rade  being credit ed t o China.

Since 1959 the re has  been a precipitou s drop  in tra de  between the  two coun­
trie s. Tota l tra de  between  the  two countrie s in 1962 was, roughly,  one- third  of 
the  1959 high. Although no tra de  data are available for  1963, the same general 
tre nd  is expecte d (see  table 1 ).

The  decline of Soviet exp orts  to Communist China was  much greater  than 
the  decline of expo rts from  Chin a to U.S.S.R. Whereas Soviet exports  to China 
in 1962 were less than  one- fourth those  in 1959, exp orts  from China to the 
U.S.S.R. w ere down abo ut one-half.

The  lar ger  balance which  app ears  between  the  tra de  figures for the  two coun­
tri es  since 1960 accrues to the  benefit of the  Chinese only to the ext ent  th at  such 
“favorable balan ces” are  being used to liqu ida te the larg e deficit which the 
Chinese i ncu rred  ov er a period of time as a res ult  of loans from the  S oviet Union. 
In  1961, the  agree d debt was  $320 million. The Chinese claim  th ey will liqu idat e 
the  debt  by the e nd of 1965.

A commodity breakdow n of tra de  betwee n the  U.S.S.R. and  Communist China 
for  1966-62 is shown in tab le 2. Pend ing a change  in the  cu rre nt str ain ed rel a­
tions,  the  Soviets are not  like ly to con stru ct more ind us trial plan ts, the  larg est 
single  e xport item in 1960. Food gra ins  and  food p rep ara tions from the U.S.S.R. 
likely  will be stopped and a gra dual decline  in the  exp ort of oth er commodities  
is expecte d in the  yea rs imme diate ly ahea d, although it is a ma tte r of specu la­
tion  as to when or if tra de  in these commodities will be curta iled completely.

It  is likely  th at  exports  from  Communist China to the U.S.S.R. will remain at  
about the level of  1962 until  the  debt is liqu idate d. While  agr icu ltu ral  commodi­
ties  (ma inly edible oilseeds, mea ts, grain s) in 1959 accounted  for  over 25 perce nt 
of the  Chinese exp ort to Russia,  by 1961 it  had  dropped to abou t 3 percent and 
is expecte d to continue at  abo ut thi s level for  the  nex t few years . Tex tiles  and 
clothing , previously a ma jor  expor t, ar e expect ed to rem ain one of the  impor­
ta nt  commodities in the  t ota l e xports to th e Soviet Union.

T able  1 .— Trade between Communist China and Soviet Union, 1955-62 1 
[In mi llio ns of U .8 . do lla rs]

1955 ................................................................................
1956 ............................................................. ..................
1957 ................................................................................
1958 ................................................................................
1959_..............................................................................
I9 6 0 .. ............................................................. ..............
1961 ......................................................... ......................
1962 ................................................................................

Ch ine se 
ex po rts  to  
U.S .S.R .

U.S .S .R . 
ex po rts  t o 

C om m un is t 
Ch ina

Tot al  t ra de Su rp lu s (+ ) 
or de fic it ( —

643.5 748 .4 1,3 92 -1 0 4 .9
764.2 73 3.0 1.4 97 + 31.2
738 .1 544 .1 1,2 82 + 19 4. 0
88 1.3 634. 0 1.5 15 + 24 7. 3

1, 10 0. 0 954.6 2.0 54 + 14 5. 4
839. 7 80 9.0 1,6 49 + 3 0 .7
545. 9 363.7 910 + 18 2. 2
51 1.2 231.2 742 + 280. 0

1 Source: Official U .S .S .R . tra de  sta tis tic s.
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T able 2.— Sino-Russ ian trade, 1960-62 
[In m il lion s of  U .S . do llar s]

C H IN E S E  IM P O R T S  F R O M  U .S .S .R .

1962 1961 1960

C om ple te  p la n t........... .................................................................... - .........
O th e r m ach in ery  a n d  eq u ip m e n t____________________________
P etr o le u m  p ro d u c ts ............................................... - .................................
S te el  p ro d u c ts _______________________________________________
C e re a ls «____________________________________________________
O th e r s . .. .......................... ............................................................................

T o ta l...................................................................................................

8. 8 78.1
18.3 28.9
79.8 119.5
16.5 18.3
20.6 17.4
87.1 101.5

231 .2 363 .7

370 .2
128.7
100.0
36 .7

173.4

809 .0

C H IN E S E  E X P O R T S  T O  U .S .S .R .

1962 1961 1960

M eta l or es , co ncen tr a te s_____________________________________ 35 .0
32 .2

47 .8 
42 .5 

1.2  
0. 3 

125.1
173.5
155.5

60 .6
61.0
42.7
54.7

138.2
190.1
292.4

M eta ls  a n d  a lloy s........ ................. .......................................... ..................
O il se eds.  . ______ ________________________________________
R ic e________________________________________________________ 20 .2

117.2
179.3
127 .3

T exti le s 2.......................................................................................................
C lo th in g____________________________________________________
O th ers ______________________________________________________

T o ta l_________________________________________________ 511 .2 545.9 839 .7

i R ye, w hea t,  a n d  flo ur .
1 C ons is ting  of c o tt on , woo l, si lk , b u t ex cl ud in g c lo th in g . 

So ur ce : Offic ial  U .S .S .R . tr a d e  s ta ti st ic s.

The Chairman. What were the principal p roducts that Russia pu r­
chased from China ?

Mr. Olson. The major product was the pork, and soybeans, and 
those are the two that I  can recall offhand, sir.

S O U R C E  O F  W H E A T  IN V O L V E D  I N  W E S T  G E R M A N  F L O U R  S A L E S  T O  U .S .S .R . A N D  

CO M M U N IS T C H IN A

The Chairman. I noticed in one table th at I  saw the other day tha t, 
I think,  the No. 1 item which West Germany was selling to mainland 
China was flour. I)o you have any knowledge whether that was flour 
which was made from American wheat which they purchased from us ? 
Do you know anything about tha t?

Secretary Freeman. Well, you can look—we can find out very 
quickly, and I  do not have them here, the figures on the German wheat 
purchases from us. I would ju st suspect t ha t tha t would be a blend 
tha t would include some of our hard wheat and probably some of the 
soft wheat.

I am handed here figures which say tha t, prio r to this year, West 
Germany did not export agricultu ral commodities to the U.S.S.R. 
It  did export small quantities  of flour to the Soviet bloc countries, 
principally Hungary.

During 1963-64, West Germany will export about 400,000 tons of 
whole wheat equivalent to U.S.S.R., and 166,000 tons to Hungary . 
West Germany will import about 200,000 tons of wheat from the 
United States. In 1963-64, there does not appear to be any direct con­
nection between West German impor ts of wheat from the United 
States and her exports of flour to the Soviet Union.
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GERMAN EXPORT OF FLOUR TO CH INA

The Chairman. Well, this part icular item related to Communist 
China. I)o you have any information about tha t? I think I recall 
reading some of these tables. I confess it is very difficult to keep them 
all in mind. I think they were either 1962 or 1963 figures, by countries, 
and I think the No. 1 item on exports from Germany to China, not 
Soviet Russia, was flour. 1 may have been mistaken. Do you know ?

Mr. V ickery. In 1961-62, Germany exported about 1 million tons 
of flour, and about 750,000 tons of this went to Communist China.

The Chairman. To Communist China ?
Mr. Vickery. Yes, sir. She did not export to the Soviet Union. 

She exported in 1962-63 small quantities  of flour to Hungary.
The C hairman. Was tha t export of flour by Germany to China in 

accordance with her normal trade patte rns with Red China ?
Mr. Vickery. It  was unusual. It  is the first time.
The Chairman. I s it likely tha t that export of flour was made from 

American wheat?
Mr. Vickery. Well, sir, during  th at year Germany imported about 

400,000 tons of wheat from us, which is larger than she has imported 
this year.

The Chairman. Yes.
Mr. V ickery. I do not know th at there is any direct connection.

GERMAN PURCHASES OF U.S . WHEAT AT WORLD PRICE

The Chairman. Is  the price at which Germany purchases wheat 
from us subs tantially  lielow, or about the same as, the domestic price 
which, I understand, is fairly heavily subsidized in Germany ?

Secretary Freeman. She purchases from us at the world price, and 
her own domestic price is almost twice tha t high, or it is twdce that 
high.

The Chairman. So, in effect, she is doing business, with our wheat, 
with other countries, and I assume making a profit on it;  is tha t 
correct ?

Secretary F reeman. Tha t is correct.
The Chairman. Is there any effective way you can think of that this 

can be stopped, other than just refusing to sell Germany wheat?
Secretary Freeman. Well, we have to—the only way, really, would 

l>e if there were some kind of an international commodity arrange­
ment th at sets a price which will be one significantly higher  than the 
world price which, today, many, many economists feel is less than it 
should be in terms of the value of the product.

PROFIT LOSS ONE RESULT OF U.S. RESTRICTIONS

The Chairman. The point I am t rying to get a t is that  this policy 
of restric ting selling advocated by some, leads, i t seems to me, down 
a blind alley. If  we do not sell to Communist China or Red Russia, 
or satellite countries, why, they ge t it from our allies. It  is not very 
easy for us to take the position tha t we won't sell to Germany, or to the 
United Kingdom, or to France, is it ?

Secretary Freeman. I quite agree with you, Mr. Chairman. This 
is certainly true in food where they have to; they have, and they
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are  going  to con tinue to, and  I  th in k we are ju st  de feati ng  ou r own 
self- int ere st in si tti ng  back  stu bb ornly an d say ing , “Y ou go ahead  
and fill the mark et and p rof it fro m it .”

In  the  ins tance you speak of now Ge rm any can tak e wheat , ge t 
it fro m us a t t he  world  p rice and then  p roce ed to mi ll it  a nd  se ll it  a t 
a very  handsome p rof it.

Th e Chairm an . We have flour mi lls  th at  can tu rn  th is wh eat into 
flour,  don’t we?

Secre tary F reeman. We surely  do.
Th e C hairman . Tha t g ives employment?
Secre tary F reeman. Yes, sir.
The Chairm an . W ou ldn't  i t be more sensible fo r us, w hereve r the re  

is a marke t f or  f lour , to  supply  th e f lou r r at he r t ha n the w’hea t to some 
fri en dly coun try  ?

Secre tar y F reem an. Yes, sir.

CON CLU DING REM ARK S

Th e Chairm an . I th in k the  tim e is late . Unless you  can  th in k 
of  som eth ing  we hav e over look ed, we wil l close. You  have been ex­
treme ly he lpfu l. I t has  been an excelle nt discussion. Do you  have  
an ything  you  can th ink of  th at  wuuld  enhance the value of  th is 
rec ord ?

Se cre tar y F reeman. No. I  would  second—I  th in k th e closing s ta te ­
me nt th at  was made by Gover nor Ho dges when he appeare d befo re 
the commit tee—th at I  think  an  ov era ll look at  th e law’s tha t hav e come 
into being  o ver  a perio d of some tim e, in resp onse t o various  cir cum­
stan ces  such as the Joh nson Act , and the  Ba ttl e Ac t and oth ers , seek­
ing  to establ ish  a con sis ten t o vera ll pol icy in lig ht  o f modern cir cum­
stances,  w ould  be very, very u sefu l.

I wou ld fu rther  say th at  I th in k th at there is no black an d white,  
there  is no easy ans wer e ith er  as to a re lat ionship  wi th a g iven co un try  
at  the  tim e a decis ion had to be made  o r a  co mm odi ty or  te chnology or 
machines  or  wha t it  m ay be, bu t th a t the po lit ica l and the economic, 
and the wdiole ques tion  o f in tern at iona l events a t th at  tim e and place 
have to be t aken into con sidera tion. But  we need to ap ply to the m,  I  
th ink,  quite ra tio na lly  and quite  me tho dic ally, and I believe th at  we 
should  do a b et te r job  of  this.

Th e pr inc ipl es  of  ou r own na tio na l se lf- in terest are  rec ogniz ing  
th at  they seek to fu rther  co mmunism arou nd  the wo rld , and we mu st 
not  contr ibute  to th at end. Bu t, by  th e same token,  we ou gh t not to 
sub ject  o urse lves  to  weaken ou r ow*n posit ion , ou r own economic well­
bein g, by m ere ly be ing  stu bborn  o r r espo nd ing e motional ly an d illogi- 
call v to  circ umstance s in which  we can  fu rthe r ou r own na tio na l in ­
ter est s by b ein g more realis tic  an d more  flexible.

inq uir y as to preparation op legal memorandums

The Chairman . W ith  rega rd  to th at po in t abou t the various  law’s 
which affect th is  mat ter , has any one in your  legal div isio n prep ared  
a memorandum  or stu dy  about these and made any  recommenda tion s 
to  yo u ?

Secre tary F reeman. No, sir .
Th e Chairm an . I s there  anyo ne engaged in t hat now ?
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Secretary  Freeman. Not in the Department of Agriculture as such. 
I am not sure whether Commerce or State  are unde rtaking it.

The Chairman. 1 just  thought that if such a study had been made 
or was in the process of being made, it might be very useful to us.

You are not prepared, I take it, to make a recommendation as to 
any changes in the law ?

Secretary F reeman. No, sir.
The Chairman. I thin k before we ever get to tha t stage we had 

better unders tand jus t how it  will affect this business, and I will have 
such a study made, and I thought maybe if you had something it 
could be useful to the committee.

LEGAL ANALYSES PREPARED AT TIM E OF SOVIET SALES

Secretary  F reeman. I think  i t migh t be useful to the  committee to 
get for the record some of the legal analyses that were p repared at 
the time of the whole question of the wheat sale to the Soviet Union 
and whether it involved any violation of the Johnson Act and the 
Batt le Act and all the rest.

The Chairman. Who has those ? I  am told we do have those.
(The mate rial follows:)

Opinion of the Attorney General

Department of J ustice,
October 9,1963.

The Honorable the Secretary of State.
My Dear Mr. Secretary : This is in response to Under Secretary Ball’s let ter 

of September 23, 1963, requesting my opinion concerning the application of cer­
tain Federal statu tes to sales of U.S. wheat and other agric ultural products to 
the Soviet Union and Easte rn European bloc countries. I unders tand tha t the 
precise form which these sales might take has not been determined, but that in 
any case they would be made for U.S. dollars, gold, or convertible currencies 
at not less than world market prices, and would not involve extensions of credit  
except within  the range of those commonly encountered in connection with other 
commercial sales for export of the commodities involved. I have reviewed the 
relevant statutes and have concluded that they present no legal obstacle to such 
sales.

I. The Johnson Act

The Johnson Act, 18 U.S.C. 955, prohibits  certain financial transactions by 
private persons in the Uni ted States involving foreign governments which ar e in 
default in the payment of thei r obligations to the United States. The pro­
hibited transac tions include the making of “loans” to, and the purchase or sale 
of “bonds, securities, or other  obligations” of, a foreign government which is 
within the statu tory category.1 The Under Secretary’s lett er state s tha t the 
Soviet Union is a government in default for the  purposes of the act.

118 U.S.C. 955, prov ides :
“Whoever, with in the United States, purchases  or sells the  bonds, secur ities, or other 

obliga tions of any foreign government or political subdivision ther eof or any organ ization 
or association acting for or on behalf  of a foreign governm ent or poli tica l subdivision 
thereof, issued af ter  April 13, 1934, or makes any  loan to such foreign governm ent, political 
subdivision, organ ization or association,  except a renewal  or adjustme nt of exis ting in­
debtedness, while such government , political subdivision, organiza tion  or associa tion, is 
in defaul t in the  payment of its  obligations,  or any pa rt thereof to the  United States, shall 
be fined not more tha n $10,000 or imprisoned for  no t more tha n five years, or both.

“This section is applicable to individuals, par tner ship s, corpo rations, or associa tions 
other tha n public corpo rations created by or p urs uant to special author iza tion s of Congress, 
or corporations in which the  United States has  or exercises a con trol ling  interest through 
stock ownership or otherwise.  While any foreign government is a member both of the 
Intern ational Monetary Fun d and  of the Intern ational Bank for  Reconstruct ion and Devel­
opment, thi s section shaU not  apply to the  sale or purchase of bonds, securiti es, or other 
obliga tions of such government or any polit ical  subdivision ther eof or of any organization 
or association actin g for  or on behalf  of such government or poli tica l subdivision, or to 
making  of any loan to such government, polit ical  subdivision, organiza tion, or assoc iation .”
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It  is, of course, apparen t tha t if the proposed sales of agricultura l products  to 
the  Soviet Union should  be made en tirely for cash, no quest ion under the Johnson 
Act would be prese nted. Moreover, s ince the ac t is expressly made inapplicable 
to Feder al corporations, it  would not apply to sales  that  might be made by the 
Commodity Credit Corporation. The la tte r is a corpo ration created  by act  
of Congress  (G2 Sta t. 1070, as amended, 15 U.S.C. 714), empowered to procure 
agric ult ural commodities for sale to foreign  governments  and  to exp ort or 
cause such commodi ties to be exported (62 Sta t. 1072, 15 U.S.C. 714c). It  
should also be noted tha t, as provided by section 11 of the Exp ort- Imp ort Bank 
Act of 1945 (59 Sta t. 529, as amended, 12 U.S.C. 635h), the  Johnson Act does 
not apply to persons acting for or partic ipa ting with  the Expor t-Im por t Bank 
in any transactio n engaged in by the  Bank. The Bank itself , as a corporation 
created by act  of Congress (12 U.S.C. 635), is exempted from the operatio n of 
the  Johnson Act. Accordingly, the act  would not int erfere  with export sales 
in which the  Bank par ticipated by issuing a gua ran tee  of payment of the 
purcha se price or otherwise. Nor would i t apply to private in sura nce  companies , 
act ing  through the  Fore ign Credit Insurance  Association, which migh t partici­
pate with the Bank in the  issuance of such guarantees.  The Under  Secreta ry 
informs me that  such guarantees are  a common featur e of sim ilar  expo rt tran s­
actio ns w ith other foreign governments an d thei r agencies.

The re remains for considerat ion the  proprie ty under the Johnson Act of pos­
sible sales by pr iva te American firms on a deferred-payment basis. It  is my 
opinion that  such sales would not involve the making of “loan s” within the  
meaning of the act. This view is consisten t with the position taken by this  
Dep artm ent  unde r Atto rney  General  Cummings (37 Op. Atty. Gen. 505 (1934)), 
and  more recen tly in Ass istant Attorney  General Katzenbach’s let ter  of Janu ary 
19, 1962, to the General Counsel of the Department of Agricultu re. The  term 
“loan” in ord inary commercial  usage denotes  a con tract by which one de livers a 
sum of money to another , and the la tte r agree s to ret urn at  a  fu ture  time a sum 
equa l to th at  borrowed, with  or without interest. See e.g., In  re Grand Union 
Co., 219 Fed. 353 (C.A. 2,1915) ; National B ank  of  Paulding v. Fid eli ty & Casualty 
Co., 131 F. Supp. 121 (S.D. Ohio 1954). The rig ht to defer paymen t for  goods 
sold is not  a loan bu t credi t. See, e.g., Dunn v. Midland Loan Finance Corp., 
206 Minn. 550, 289 N.W. 411 (1939) ; Bernhardt  v. Atl antic  Finance Co., 311 
Mass. 183, 40 N.E. 2d 713 (1942) : Whitney, Modern Commercia l Pra ctices, section 
12 (1958). And the  payment of considerat ion by a third  pa rty  for  an ass ign­
ment  of the buyer’s obligation  does not con stit ute  a loan to either  the  buye r or 
the  seller. See Oil City Motor Co. v. C.I.T. Corp., 76 F. 2d 589 (C.A. 10, 1935) ; 
G.M.A.C. v. Mid-West  Chevrolet Co., 66 F.  2d 1 (C.A. 10, 1933) ; Dunn v. Midland  
Loan Finance Corp., supra;  6A Corbin, Contracts section 1500 (Rev. ed. 1962). 
Accordingly, nei the r sales tran sactions by American exp orters  on a deferred- 
payment basis, nor payments made to such exporte rs by third  partie s in return  
for  an assignment of the  right to payment in connection with such sales, are  
“loans” to the  p urchaser of the exported goods in the ord ina ry sense of th at  term 
in legal and commercia l usage.

Nor would the  forms of  cred it transactio ns in which pr iva te exporte rs com­
monly engage in connection with  ex port  sa les on cre dit, involving the  assignment 
or negot iation of con trac t righ ts or commercial paper,  violate the  Johnson Act’s 
proh ibition again st the  pu rchase or sale of the “bonds, securities, or othe r obliga­
tions” of the  governments  to which the act  refers . Since the  right to receive 
paymen t in connection with  export sales is not  norm ally received by the selle r 
in the  form of bonds or securities, the issue presented by such transactio ns is 
whether they would involve the  purchase or sale of “other obligations” with in 
the  meaning of th e st atu te.

Although the assignment or negotiation  of a con tract r ight  or commercia l docu­
ment resulting from the sale of goods on cre dit  can be broadly termed a “s ale” of 
the  buy er’s “obligat ion,” it  i s not, in my opinion, proscribed  by the  Johnson Act. 
The ac t is  a criminal sta tute, and therefore  mu st be  construed stric tly,  “ lest those 
be brough t with in its  reach  who are not clearly  included,” United Sta tes  ex rel. 
Marcus v. Hess, 317 U.S. 537, 542 (1943) ; United Sta tes  v. Resnick, 299 U.S. 207 
(1936) ; Kraus d Bros. v. United Sta tes,  327 U.S. 614, 621-622 (1946). For  that  
reason and  the reasons indicated hereaf ter , it  is my view that  the act  must be 
inte rpreted, in accordance w ith the  ru le of ejusdem generis, to re late only to sales 
of bonds and  securities and “othe r obligations” of like nature . The distinction 
here made is essential ly that  made in connect ion with  both Federal  and Sta te 
enactm ents in the  field of secu ritie s re gu la tio n: l>etween obligat ions which are  
covered because they  a re, or are likely to be, widely dis trib uted among members



EA ST -W ES T TRADE 171

of the public, aud obligations which are not covered because they are  issued in the 
ordinary course of  trade  aud normally move exclusively within the relatively 
restricted channels of banking and commercial credit. See, e.g., Securities Act 
of  1933, sections 3 (a)  (3), 4(1 ), discussed in House Report No. 85, 73d Congress, 
1st session (1933) 14 (exemption for “short-term paper * * * of a type which 
rarely  is bought by private investors” ), and 1 Loss, “Securities Regulation” (2d 
ed.) 566 et seq., 653 e t seq. (exemption fo r short-term paper and for nonpublic 
offerings) ; California Corporation Code section 25102(b) (c) (exemptions for 
“Bills of exchange, trad e acceptances, promissory notes and any guaran tee 
thereof, and other commercial paper issued, given, or acquired in a bona fide way 
in the ordinary course of legitimate business, trade, or commerce,” and for 
promissory notes “not offered to the public or * * * sold to an underwriter  for 
the purpose of resale”).

The foregoing interpreta tion of the Johnson Act is the necessary resu lt of 
application of the reasoning employed by Attorney General Cummings in cons tru­
ing the act shortly after it became law in 1934 (37 Ops. Atty. Gen. 505, supra).  
That  opinion, rendered at  the request of the Secretary of State, reads in p art as 
follows (id. a t 512) :

“The committee reports (S. Rept. 20 and H. Rept. 974, 73d Cong.) recite tha t 
the bill was introduced following an investigation by the  Senate Committee on 
Finance and the revelation therein tha t ‘billions of dollars of securities * * * 
offered for sale to the American people’ were overdue and unp aid; tha t some of 
these ‘foreign bonds and  obligations * * * were sold by the American financiers 
to make outrageously high profits’ ; and s tated a purpose ‘to prevent a recurrence 
of the practices which were shown by the investigation to be l ittle less than a 
fraud  upon the American people * * * to curb the rapaci ty of those engaged in 
the sale of foreign obligations. * * *’

“This, I think, is indicative of a purpose to deal with such ‘bonds’ and ‘se­
curit ies’ and with  ‘other obligations’ of like nature,  observing the rule of ejusdem 
generis—that  is, obligations such as those which had been sold to the American 
public to raise money for the use of the foreign governments issuing them—not 
contemplating foreign currency, postal money orders, drafts , checks, and other  
ordinary aids to banking and commercial transactions, which are ‘obligations’ 
in a broad sense but not in the sense intended. It was obviously not the purpose 
of the Congress to discontinue all commercial relations with the default ing 
countries.”

Direct recourse to the legislative history of the act confirms tha t both dis­
tinctions here made—tha t between loans and commercial credit and between 
securities and commercial paper—reflect accurately the intention of Congress 
and the policy it sought to implement. As noted by Attorney General Cummings, 
it was obviously not the purpose of the Congress to interfere with the ordinary 
incidents of trade  relations with the default ing nations  as distinguished from 
participation by them in the capital markets of the United States. Moreover, 
the debates provide numerous indications of Congress familiari ty with the dis­
tinction between traffic in “bonds landl securities” and commercial dealings. 
A parallel was drawn with the recently enacted securities acts in terms of the 
need to protect unsophistica ted investors (78 Congressional Record 6048, 6052). 
Reference was also made to  section 5 of the  Reconstruction Finance Corporation 
Act (47 Stat. 7 (1932)), which expressly prohibited the making by the RFC of 
“advances * * * upon foreign securities or foreign acceptances,” or dra fts and 
hills of exchange secured by goods in transi t to Europe. See 78 Congressional 
Record 6051. The cont rast  in the language of the two acts, together with the 
context in which the Johnson Act was passed, makes i t clear that the Johnson 
Act does not apply to the assignment or negotiation by an American seller, in 
the ordinary course of business, of contract r ights  or commercial paper resulting 
from sales of goods on normal commercial terms.

It  should be understood that the types of transactions discussed above would 
violate the act, regardless of their  purely formal characteristics, if used as a 
subterfuge to evade it. Thus, for example, extensions of credit  for an inor­
dinately long period might be used as a device to circumvent the prohibition 
agains t loans. This question need not be considered in detai l here since you 
inform me tha t any extensions of credit tha t may be involved will be within 
the range of those commonly encountered in commercial sales of a  comparable 
characte r. Subject to tha t qualification, I conclude tha t none of the  t ransactions  
outlined in your letter would be prohibited by the Johnson Act.
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II . Section 2 ( c) of the Agricultural Act of 1961

Section 2 of the Agricu ltur al Act of 1961 (75 Stat . 294; 7 U.S.C. (sup p. IV)  
1282 note) , declares it  to be “ * * * * the  policy of Congress to he—

* * * * * * *
“ (c ) expa nd foreig n tra de  in agric ult ural commoditie s with  frien dly  

nations, as delined in section 107 of Public Law 480, 83d Congress, as 
amended  (7  U.S.C. 1707 ), and in no manne r eit her  subsidize the  expor t, 
sell, or  make  availa ble any subsid ized ag ricult ura l commodity to any  n atio ns 
othe r tha n such frien dly  nat ion s and  thu s make  full  use of our agric ult ura l 
abundance * *

The  adoptio n of this dec lara tion  of policy followed the announcem ent by the 
Dep artm ent of Commerce in June  1961 of a change  in exis ting  exp ort licensi ng 
policy to perm it the  sale  of subsidized sur plu s agr icu ltu ral  commodi ties to the 
Ea ste rn Euro pean  Soviet bloc. The  anno unce ment indic ated  th at  cons ideration  
would be given to approval of exp ort licens es for  s hipm ents of such commodities, 
including commodities acqu ired  direct ly or indirec tly from  Commodity Cred it 
Corpo ration stocks, to the Soviet Union and  other Ea ste rn Euro pean  countries,  
provided the commodities were sold for  convertib le currencies (he arings before 
the House Select Committee To Inv est iga te and  Study  the Adm inist ratio n, 
Operatio n, and Enfo rcem ent of the Ex po rt Contr ol Act of 1949, and Rela ted Acts 
(87th  Cong., 1st se ss. ), p. 109.

Section 107 of Public Law 480 (A gricu ltu ral  Tra de  Development and  Assis t­
ance Act of 1954 (68 Sta t. 457; 7 U.S.C. 17 07 ), ref err ed to in the  dec lara tion  of 
policy, defines the  term  “frien dly  natio n” to mean “any country  oth er tha n (1 ) 
the U.S.S.R., or (2 ) any  nat ion or are a domi nated or contro lled by the  foreign 
government or forei gn nat ion controlling the  world  Communist movement.” 
Publ ic Law 480  auth oriz ed, in ter  alia , exp ort sales for  sof t currencies  and  for 
long-term cred its. See United Sta tes  Code 1701, 1731. Sales  of thi s chara cte r 
are auth oriz ed only with resp ect to “frie ndly nat ions,” as defined in the  act, but 
no res tric tio n is imposed on commercial sales for  cash or short-term credi ts.

During  cons ider atio n by the  House of the  bill which became the Agr icult ural  
Act of 1961, Rep resentativ e La tta , ref err ing  to the  chang e of policy announced 
by the Depar tment  of Commerce, propos ed addi ng to the  decl arat ion of policy 
already  conta ined in section 2 (c ) the lang uage : “and in no man ner either sub­
sidize the  expo rt, sell, or make ava ilab le any  subsidized ag ricult ura l commodity 
to any  nat ion s oth er tha n such frie ndl y nat ions.” He objected to selling  sub­
sidized ag ric ult ura l commodi ties to the  Soviet  bloc—even sales not involving  any 
element of ass ista nce  und er Public  Law 480 —because sales  at  the world  market 
price would, in his view, give bloc cou ntri es the benefit of subsid ies paid by the 
Commodity Cre dit Corpo ration to American prod ucers and exporte rs.2 He 
urged th at  t his  was  objec tionab le “in view of the  world situ ation.” After some 
debate as to the  m eaning and des irab ility  of the  amendment, it  w as adopted (107 
Congressional Record 137 46- 137 48) . The  conferen ce committ ee accepted the 
amendment (H . Rept. 839, 87th  Cong., 1st  sess., p. 2 8) .

It  is clea r th at  the  policy decl arat ion conta ined in section 2 (c ) does not have 
the  legal effect of proh ibit ing  commercial sales  of subsidized  agr icu ltural  com­
modities to bloc countries at  world  ma rke t prices  for  U.S. dollars,  gold, or con­
ver tible curren cies. Dec lara tion s of policy in legisla tion, like pream bles and 
oth er intr oductor y mater ial , do not  al ter specific ope rativ e provisions of law. 
Sin cla ir Refining Co. v. Atkinson, 3 70 U.S. 195, 202 (196 2)  ; La uf  v. E. G. Skin ner  
rf Co., 303 U.S. 323, 330  (193 8)  ; Price  v. Fo rre st,  173 U.S. 410, 427 (18 99 ) : Yazoo 
R. Co. v. Thomas, 132 U.S. 174, 178 (1 88 9)  ; Suth erla nd, Sta tut ory  Construction  
(3d ed .),  section 4820. This  rul e is pa rticu lar ly releva nt where, as here,  the

2 Under sec. 407 of the  Agricultu ral Act of 1949 (63 Stat . 1055, as amended; 7 U.S.C. 
1427). the Commodity C redit Corporation  is a utho rize d to sell subsidized agr icu ltur al com­
modities owned or  control led by it for  export  a t less tha n the  domestic price. Representa­
tive  La tta  stated th at  under  the D epartment of Commerce proposal “the  American taxpayer 
will now [be] picking up the  difference between the  world price and the domestic price.
* * • The exporter would charge thi s difference to the taxpay er.” 107 Congressional 
Record 13746-13748. In fact , as noted by Chairman Cooley of the  House Agriculture 
Committee  in debate on the  floor of the House, since the commodities in question are sur­
plus, the  American taxpayer in each case has alre ady  “picked up” not merely the difference 
between the world price and the domestic  price, but the  ent ire amount of the domestic 
price. Exp ort tran sac tion s can be said to involve a “subsidy” only because the  losses 
incurred  in maintaining  the  domestic price suppor t program are  not  deemed realized unti l 
a sale occurs. The net  r esu lt of export transactio ns, therefore, is to reduce the loss to the 
taxpay er by the  amou nt of the  world mar ket price (id. at  13747).
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declaration of policy was no t contemporaneous with the enac tment or amendment 
of any of the basic pertinent  sta tu tes: the Export Control Act, the Agricultural  
Act of 1949, and the Commodity Credit Corporation Cha rter Act.3

I have examined the history  of the declaration with care and find no indica­
tion tha t Congress itself  viewed the amendment as more than an expression of 
its policy, to be given consideration by the Executive in making decisions within 
the framework of author izations and prohibitions established by prior law. 
Representative Latta, who sponsored the declaration, himself stated tha t its 
purpose was to have the Department of Commerce know’ “what the sense of this 
Congress is” with respect to the transa ctions  in question (107 Congressional 
Record 13746 ). And Representative Hoeven, one of its supporters, pointed out 
th at the amendment ‘“pertai ns only to the policy section of this bill” (id. at 
1374 7). At no point in the legislative consideration of the declaration was any 
effort made to revise or to repeal the stat utes tha t would have to be deemed 
amended if the  policy were to be given binding legal effect.

The Congress could, of course, have embodied its  policy in a provision of posi­
tive law to which the executive branch would have been bound to adhere. That  
it did not choose to do so is significant, not only in establishing that  section 2( c)  
is without legal effect but in determining its proper interpretation and applica­
tion as policy. Congress evidently contemplated tha t situat ions might there­
after arise in which th e considerations of policy to w hich i t was directing atte n­
tion should not be dec isive; tha t it would be necessary for the Executive to con­
sider and a ppraise  th e policy thus declared and to determine whether its applica­
tion would serve the nation al intere st in parti cula r situations . Both Congress 
and the courts have tradi tiona lly sought to avoid restric ting the executive un­
duly in matte rs affecting foreign relations because of the need for flexibility in 
this area  and the fact  th at the Constitution entrus ts the external affairs of the 
Nation primari ly to the Executive. United States  v. Curtiss-Wright Expor t 
Corp., 299 U.S. 304, 319-32 1 (193 6) ; Chicago rf S. Air Lines v. Waterman S.S. 
Corp., 333 U.S. 103, 111-11 4 (19 48 ). If, therefore, the executive branch should 
determine tha t permit ting the sales in question would serve the  national interest 
at this time, its action would not only he lawful but consistent with the inten­
tion of Congress as to the manner in which section 2 (c ) was to he interpreted 
and applied.

III . The Battle Act

I agree with the Under Secretary th at the Mutual Defense Assistance Control 
Act of 1951 (65 Stat. 644, as amended; 22 U.S.C. 1611 e t seq.) (the Battle Act ), 
presents no legal obstacle to sales of agricu ltural  commodities to Eastern Euro­
pean bloc countries. The Battle  Act was designed to supplement the Expor t 
Control Act of 1949 (63 Stat. 7, as amended; 50 U.S.C. App. 2022 -2032 ), which 
authorizes  the Preside nt to “prohibit or curta il the exportation from the United 
States * * * o f any articles , materials, or supplies * * * except under such 
rules and regulations as he shall prescribe.” Pursuant  to the Export Control 
Act, a comprehensive system of export licensing wras set up to control the ship­
ment of commodities from the United States to foreign countries. See House 
Report 318, 82d Congress, 1st session (19 51 ). The B attle Act added to this sys­
tem of regulation a mechanism for inducing other countries to embargo the ship­
ment to the Soviet bloc of “arms, ammunition, and implements of war, atomic 
energy materials, petroleum, transporta tion materials of strateg ic value, and 
items of primary strate gic significance used in [th eir ] production.” See Senate 
Report 698, 82d Congress, 1st session (19 51 ). The act provides (sec. 103, 22 
U.S.C. 1611 ( b ) ) for the termination of all military, economic, or financial a ssist ­
ance to any nation upon the recommendation of the Administrator of the pro­
gram. subject to review by the President in certain  instances, if it “knowingly 
permits the shipment to any nation or combination of nations threat ening the 
security of the United States, including t he Union of Soviet Socialist Republics 
and a ll countries u nder its domination,” of any of the embargoed materials. The 
act contains a fur the r declaration of policy regarding  the export, by countries 
receiving assistance, of other commodities “w hich in the judgment of the Admin-

3 Exp ort Control Act of 1949 (63 Sta t. 7, ns amended, 50 U.S.C. App. 2021 et seq.) (au­
thor izing the President  to regu late  exports, including  the ir financing, transp ortation, and 
othe r servicing) ; Agr icul tura l Act of 1949, sec. 407, supra (CCC authorized to sell 
agr icu ltur al commodities for  export at  less tha n support prices) ; Commodity Cred it 
Corporation  Charte r Act, sec. 5, supra (CCC empowered to procure agr icu ltu ral  com­
modities for  sale to foreign governments, and to export such commodities, or cause them 
to be exported, and to aid in the  development of foreign  mar kets  for  these commodities) .
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istrato r should be controlled.” Section 201, 22 U.S.C. 1612. If a country receiv­
ing assistance from the United States does not effectively cooperate in 
controlling exports of such commodities, all military, economic, or financial as­
sistance is to be terminated upon a determination by the President of noncoopera­
tion. Section 203, 22 U.S.C. 1612b.

As indicated by the above summary of its provisions, the Batt le Act did not 
purport  to regulate private U.S. shipments to Soviet bloc countries, which were 
already  subject to regulations under the Export Control Act. The Battle  Act 
relates, rather, to tr ade with the Soviet bloc by countries receiving aid or as sist ­
ance from the United States. Moreover, the transac tions to which this opinion 
relates  would be purely commercial in natu re from the standpoint of the pur­
chasing countries and would therefore not involve “economic or financial ass ist­
ance” within the meaning of the Battle Act. The Commodity Credit Corporation 
assist s exports of agricu ltural products through the payment to U.S. exporters 
of subsidies designed to eliminate the impact on such exporters  of the  domestic 
price-support program and thereby enable them to compete on an equal basis with 
foreign exporters. However, as the Under Secreta ry’s lette r states, the only 
“assistance” involved in the payment of such subsidies redounds to the benefit 
exclusively of U.S. producers and exporters?

As to both points, the following colloquy between Senator Sparkman, the floor 
manager of the Battle Act in the Senate, and Senator Kem, who advocated a 
more stringent bill, is instructive  (97 Congressional Record 10675) :

“Mr. Sparkman. I should like to say t ha t it  does not make any difference what 
the United States is receiving [from the U.S.S.R.]. That  is not a question. The 
question relates to trad e between Soviet countries and countries to which the 
United States intends to extend help.

“Mr. Kem. Exactly.
“Mr. Sparkman. Eith er economic or military . It  has nothing to do with tr ade 

between the United States and Russia or any other country.
“Mr. Kem. I did not intend to imply anything else..”
Accordingly, it is clear tha t the act has no application to the contemplated 

transactions.
IV’. The Export Control Act

The Under Secreta ry’s lette r properly state s tha t in any event the export of 
agricultural products to the Soviet Union and to bloc countries would require the 
issuance of licenses in accordance with the export control regulations promul­
gated pursuant  to the Export Control Act of 1949, supra.

I am not aware of any o ther Federal sta tutes re levant to the problems involved. 
Accordingly, it is my opinion tha t the transactions described in your lette r could 
be accomplished in conformity with the laws of the United States.

Sincerely.
Robert F. Kennedy,

Atto rney General.
Secretary Freeman. AVell, the Attorney General went into this very 

carefully, so there is considerable legal analysis of tha t kind.
The Chairman. Thank you very much, Mr. Secretary. You have 

been very helpful , and I appreciate your taking this time to come 
up and consult with us.

Secretary Freeman. Thank you.
(Whereupon, at 12:35 p.m., the committee was adjourned.)

4 This view is supported  by my recent opinion to the  Secretary  of A gricu lture  of Aug. 29, 
1963, regarding  the applicability of the Cargo P reference  Act to export sales on long-term credi t negotia ted by the  Secretary  of Agriculture  with domestic  exporters under  tit le IV of Public Law 480. While the opinion concludes th at  the  Cargo Preference  Act applied 
because the purpose of the  tit le  IV long-term credit program  was In substan tial  pa rt  “to ass ist” the foreign economy, it  was sta ted  th at  if the  Dep artm ent of Agriculture should 
sell surplus agricultura l commodities to a domestic exporte r for  expo rt purposes under  a program designed to dispose of the goods on the bes t possible terms and conditions, “the  resu lting  export Is a purely commercial transaction  * * * and, hence, not subjec t to the 
Cargo Preference Act even If the  United Sta tes advances cred it to the exporter and the  ultimate purchase r is a foreign governm ent.”
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W ED N ESD A Y , A P R IL  8, 19 64

U nit ed  S ta tes S en ate , 
Com m it te e  on  F or eig n R el ati ons,

Was king ton, D.G.
The committee met, pursu ant to recess, a t 9 :10 a.m., in room 4221, 

New Senate Office Building, Senator J. W. Fulbrig ht (chairman 1 
presiding.

Present: Senator Fulbright.
The Chairman. I always hesi tate to start without some of my col­

leagues, but we are opera ting under rather unusual circumstances 
in the Senate these days.

The Senate comes in at 10, so we must cover a good bit of ground 
in a short period.

The committee will come to order.

fu n ctio n s  of  ex po rt -im po rt  bank

The committee’s hearings on East-West t rade continue this morning 
with testimony from Mr. Haro ld Linder , the Chairman of the  Board 
of the E xport-Import Bank. The Bank has the sole function of a id­
ing and facili tating the expansion of U.S. foreign trade. There has 
been considerable controversy within the Congress recently on what 
role, if  any, the Bank should play in financing exports to the Soviet 
bloc. Provision in the foreign aid appropriation bill of  last year pro­
hibits the  Bank from guarantee ing credits for the purpose of financing 
exports to Communist countries, unless the President determines that 
such assistance would be in the national interest. It  will be helpful 
to this committee to have Mr. Linder appraise the implications of 
this action for future United  States-Sovie t bloc t rade relations.

The Export- Import Bank also represents our Government in the 
Berne Union, a forum in which the industr ialized nations discuss and 
exchange information on trade credit problems. Mr. Linder is un­
doubtedly in a position to contribute a great deal to our knowledge of 
the credit policies of our allies.

We are very glad to have you, Mr. Linder. I note you have a pre­
pared statement which I  am sure is well prepared,  but I wonder if  for  
our purposes you wouldn’t insert the statement in the record and sum­
marize i t for our guidance. Then we could develop some of the points 
by questions. I think  tha t a more complete record would be had tha t 
way inasmuch as many o f our  members are not here this morning.
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STATEMENT OF HAROLD F. LINDER, PRESIDENT, EXPORT-IMPORT 
BANK;  ACCOMPANIED BY GLENN E. McLAUGHLIN, VICE PR ES I­
DENT;  AND WAR REN GLICK, ASSISTANT GENERAL COUNSEL

Mr. Linder. In my statement, I indicate tha t the Export- Import
Bank has authorized th roughout i ts histo ry about $14 billion of loans, 
of which $9.5 billion has been disbursed and $5.7 billion, or roughly 
60 percent has been repaid. We have earned gross about $1.7 billion.

We will, by June  30, have paid approximately $500 million in in ter­
est and $400 million in dividends to the Treasury of the United States.

Our current operations for the calendar  year just ended resu lted in 
a p rolit of about $180 million, of which $50 million was paid in d ivi­
dends, $60-odd million in interest, and the balance was added to our 
reserves which now stand at about $870 million. A very small per­
centage of our tota l authorization, roughly 1 percent, has been repre ­
sented by business with countries tha t are frequently described as being 
members of the Soviet bloc. This includes Yugoslavia, which we do 
not consider is a member of the bloc. The criteria  we use in lend ing 
I am sure you are famil iar with, Mr. Chairman. But I make the point 
again tha t we do not compete with priva te capital,  and that our Board 
is required by legislation to find reasonable promise of repayment of 
the loans we make.

AGRICULTURA L FI NANCIN G FOR EAS TERN EUROPE

In my statement, I describe this recent agricultura l financing for 
Eastern Europe,  why we are doing it, and the conviction of the ad­
minist ration  that  it is desirable from the point of view of the United 
States. We stand to gain at least as much as the  Eastern bloc. We 
are doing this on the basis of what we regard as normal commercial 
terms. There is no absolute definition of what normal commercial 
terms are, but I think it is f air to say that  i f we wish to do business 
we must meet the competition. We make our terms no more advan­
tageous to the buyers than the te rms which are offered by other coun­
tries.

TERMS FOR COM MOD ITY LOANS

We did not deviate from our normal practice. For example, I  de­
scribe a number of commodity loans tha t we have made in the past. 
There were repeated loans to the Japanese for cotton. I point  out 
tha t it is impossible to obtain any substantial amount of part icipa­
tion by commercial banks in such loans even for a 1-year period, 
without a guarantee  from the Export -Impor t Bank.

The Chairman. Even to Jap an?
Mr. Linder. That  is correct, sir. Therefore, as I say, I  make the 

point that these were normal commercial terms including a guarantee  
from us, which is needed.

I state tha t we do not regard Yugoslavia as a p art  of the bloc, even 
though it is admittedly a Communist country. I point out tha t the 
President has made a determination tha t agricu ltural  products are 
appropriate for sale to the bloc, and all products  in general for sale 
to Yugoslavia.
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BERNE UNIO N RUL ES ON CREDIT TER MS

I discuss to a limited extent the competitive trade which is being 
conducted by Western Europe  with the bloc, most of which, in accord­
ance with the Berne Union rules, has been limited to 5-year extensions 
of credit. There are one or two except ions.

The U.S.S.R. is negotiat ing with the United Kingdom for longer 
term credits, but the United  Kingdom is said to be asking an interest  
rate which thus fa r has not been acceptable to the buyer. To our 
knowledge no long-term loans have been consummated.

PROSPECTS OF EAST-WEST TRADE

We believe that the prospects fo r East-West trade are exaggerated. 
Naturally, American manufacturer s who see the possibility of selling 
substantial amounts of capital goods a re anxious tha t we finance it, 
but, as I say, I  think the general impression is that  the prospects are 
exaggerated.

The primary reason is tha t the Russians think in bilateral terms. 
They want to balance their trade  with each of their  trad ing p artners 
rather  than  to engage in multil ateral  trade because of a desire on their 
part to be as nearly  self-sufficient as possible. Also, they have only 
limited gold reserves, so that if they do not balance thei r t rade,  they 
will deplete their  reserves.

I conclude by saying tha t the Bank is willing to guarantee trade 
in appropria te amounts with Eastern Europe on terms up to 5 years 
where we find reasonable assurance of repayment when a policy de­
cision is made by the administrat ion. Tha t summarizes my statement.

(The prepared statement of Mr. Linde r follow’s:)

Sta teme nt  of H arold F.  L ind er, P re sid en t and Cha ir m an  of th e  Board of 

D irect ors of th e  E xport-I mpor t Ban k

Mr. Chai rman  and members of the  committee, I app rec iate  the opp ortu nity  of 
appeari ng before you to discuss the  ope rations  of the  E xpo rt-Imp ort Bank  a s they 
relate  to East -Wes t trade.  You have  hea rd from the  Secreta ry of Sta te and 
other Cabinet members and  I under stan d the  Sec reta ry of the  Tr easur y will 
app ear  before you tomorrow. Basic  policy decisions in thi s are a are  of cours e 
governed by the Congress  thro ugh legis lation and by the  Pre sident  in consult a­
tion with  his Cabinet and  other advisers. The Bank’s role consis ts of advice on 
the  financial aspec ts of transa ctio ns approved  by the U.S. Govern ment and 
financia l assi stan ce where appropr iate .

While  the cha irm an and  a number of members of this committe e are tho r­
oughly fam ilia r with  ou r operations , I hope you will bea r with  me while  I de­
scribe  in capsule form  the  ext ent  of the  Ban k’s activitie s, so th at  you may ap­
prec iate  fully  how small a proportion of its resources have  been used to f ac ili tat e 
tra de  between the Unite d States and the Communist bloc since World Wa r II.  
As a ma tte r of histo ry, it may inte res t you t ha t the original Exp ort- Imp ort Bank 
came into existe nce in 1934 shor tly af te r the United  Sta tes recognized Soviet 
Rus sia and its purpo se at  th at  lime was to fac ilit ate  tra de  between the United  
Sta tes  and the  Soviet Union. To da te the  Bank has  not  engaged  in a singl e 
transa ction wit h th at  country.

Since the Bank was organized, thro ugh  December 31 of thi s past year,  it  has  
auth oriz ed loans, gua rantees, and insu ran ce of almos t $14 billion  involving pub­
lic and  pri vat e buye rs in about 100 countries . Disb ursements have aggregated  
$9.6 billion. The differe nce between these two figures rep resents particip ations  
by others, lapses, cancellati ons, and und isbu rsed  commitments . Repaym ents  of 
prin cipa l on these $9.6 billion  of disb urse d loans  through the  same da te have
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aggregated some $5.7 billion. Collection of interest and fees has amounted to 
somewhat more than $1.7 billion. Out of this income the Bank has paid the 
U.S. Treasury $475 million in interest  on borrowed funds. It  has also paid the 
Treasury $356 million in dividends on the Bank’s cap ital stock and has accumu­
lated reserves against  contingencies of $870 million.

In calendar 1063. the Bank had gross earnings of $180 million from intere st 
and fees. It  paid interest of some $61 million on borrowed funds, most of which 
went to the Treasury, paid a dividend of $50 million on its capital  stock and 
added to its reserves some $65.9 million. At the end of the year, the Bank had 
outstanding gross commitments of $6 billion for loans, guarantees,  and insurance.

The Export-Import Bank Act authorizes the Bank to finance U.S. exports with­
out distinction as to the country of import. However, the Bank does not finance 
export transac tions whenever such assistance would be inconsistent with our 
foreign policy. Thus the Bank is not prepared to finance exports intended for 
Communist China or Cuba and until recently was not prepared to finance trans­
actions to the U.S.S.R. and other European Communist countries except Yugo­
slavia. We obtain the guidance of the State Department on questions of foreign 
policy and the  guidance of the Treasury Department  on matte rs of basic financial 
policy. Moreover, all our sizable loans and guarantees require the approval of 
the National Advisory Council on International Monetary and Financial 
Problems.

In addition to obtaining the guidance to which I have jus t referred, the Bank 
before making a commitment must satisfy  itself tha t the obligor, whether 
private or government, offers reasonable assurance of repayment. We must 
determine tha t the proposed terms and other conditions of the credit are in 
accord with sound financial practice. In the case of guarantees to commercial 
banks we must receive reasonable compensation for our guaran tee and be as­
sured tha t the commercial bank is not receiving too large a return in the light 
of our guarantee. Finally, in accordance with the wise mandate of the Congress, 
the Bank must assure itself tha t the credit could not be placed privately on 
satisfactory terms or if so placed tha t the commercial bank would not grant  
the credit  without our guarantee.

In October 1963 President Kennedy announced tha t the United States was 
prepared to sell agricu ltural  commodities to the Soviet Union and other Eastern 
European countries. The announcement indicated tha t such sales would be con­
cluded by private  American dealers either  for cash or on normal commercial 
credit terms. Prio r thereto, and shortly thereafter , the Bank was approached 
by grain  dealers as well as large commercial banks and asked whether it was 
prepared to guaran tee credits tha t might be needed to facil itate the consumma­
tion of such sales. Our good friends, the Canadians, had offered terms on the 
basis of 25 percent down and the balance in three equal installments at inter­
vals of 6 months and in some subsequent cases have extended longer credits. 
We knew tha t Western European countries with whom we compete were selling 
to the bloc on credit terms and our Board therefore  decided afte r careful con­
siderat ion tha t we would be prepared to extend similar  facilities. I was con­
vinced that the Bank’s assistance would be needed as a resul t of our experience 
with commodity financing for other countries. But I talked with the presidents 
or chairmen of 12 of the largest banks located in various par ts of the country, 
and we confirmed tha t these transac tions could not be arranged without a 
guarantee from our Bank. After fur ther consultation we settled on an appro­
pria te rate  of interest, namely 5 percent, and an equitable sharing thereof which 
allowed the commercial banks to retain  4% percent for use of their funds, with 
five-eighths of 1 percent to the Eximbank for its guarantee. We then made com­
mitments in connection with the sale of $25 million of wheat and corn to 
Hunga ry which involved our issuing guarantees up to a total of $18.7 million.

In January of this year the Congress adopted an amendment to the Foreign 
Aid and Related Agencies Appropriation Act of 1964 which prohibited the Bank 
from issuing its guarantee on sales to Communist countries unless the President 
determines such guarantees to be in the national interest. On February 4 the 
President determined tha t it is in the national interest for the Bank to guaran­
tee sales of U.S. agricu ltural products to the U.S.S.R., Poland, Czechoslovakia, 
Rumania, Bulgaria, and Hun gary; and to guarantee sales of all U.S. products 
and services to Yugoslavia. Since then the Bank has issued addi tional guaran­
tees to Hungary on sales of cotton, soybean meal, and dried milk, to the extent 
of about $2.1 million, making a total of $20.8 million of guarantees on $28 mil­
lion of sales to tha t country. Details on these transact ions are included in an 
accompanying table.
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The re are  those who arg ue th at  it is all rig ht for the United  Sta tes to make 
cash  sales  to the  Euro pean  Communist bloc, but  tak e exception to par ticipat ion  
by a Governm ent ins titu tion in fac ilit ating  such a tran sac tion . In considering 
thi s poin t I should like to refer to our experience in work ing out  arra nge ments  
for  the  export of U.S. cotton. Fo r example, in each of the  past 12 years Japan 
has  made larg e purc hase s of U.S. cot ton, aver agin g $60 million per year, through 
the  fac iliti es of the  Expor t-Im por t Bank. For  m any years cre dits  were extended 
dire ctly  but  in recen t yea rs the  Bank has  gua ran teed cred its provided for such 
tran sac tions by U.S. commercial banks. When in Ju ly of l as t y ear  ar rangem ents  
were  made for  the  sale of cotton, it was  agreed th at  the custo mary  term of 
1-yea r repa yment would obta in. Inter es t was fixed by Exim bank at  4% per­
cent per  annum. We then approached 22 U.S. commercial  banks designated  by 
the borrower  and  offered them  the alt ern ati ve  of issuing the credit  withou t our 
gu ara nte e or making the cre dit  with our all- risk  guarant ee. We would have 
been delighted if the bank s had  been pre pared to extend  the  e nti re cred it with out 
our  gua ran tee  and ret ain  the  ful l int ere st of 4% percent . In fact, however, only 
5 ma jor  commercial bank s were  willing to advan ce $7.1 million withou t our 
gu ara nte e and thu s ear n the  full  ra te  of inte rest , while 17 commercial banks  
which  extended the  cre dit  for the  balan ce of $52.9 million insisted  ui>on the 
gu ara nte e of Eximb ank. Thi s la tte r group  of course received a lower ra te  of 
interest, the difference being the  compensation for  our  gua rantee.

In  ano the r credit  involv ing $125 million for  the  purchase of coal, timber,  cot­
ton, and  other basic commodities, the  entire loan could be placed only with  our 
gua ran tee . It  will int ere st you th at  two of the larg est banks in the country, 
even wit h our  g uarante e, were willing to tak e only $5 million  each of th at  c redit 
because  the ir portfolios alread y conta ined very  large  amo unts  of the same bor­
row er’s obligat ions. Plea se note th at  in both the  cotton cre dit  and the  cred it to 
which  I have ju st  referr ed the re was no downpayment, whe reas  in the agr icul ­
tu ra l transa ctio ns wit h Europe an bloc countrie s in which we have  part icip ated , 
25 p erce nt has  been require d in cash.

I have  gone into some detai l in describing these  transa ctio ns for  the purpose 
of corr ectin g the misa ppreh ension , often  repe ated  in the  press, th at  the Bank has 
und ertake n to make an  excep tion to its norm al proce dures  in order to fac ilit ate  
the sale of agricultura l prod ucts  to the  Easte rn Euro pean  count ries. Let me 
point out  th at  we have in nowise weakened our  establishe d procedures in offering 
the  Ba nk’s gua ran tees on these sales. On the  con trar y, may I emphasize again  
th at  on previous commodity tran sac tion s, no downp ayments have  been required,  
whe reas  on sales  to Ea ste rn Europe our  term s require  a downp aymen t of 25 
perc ent in cash.

Ap art from the  recent shor t-term gua ran tees on sa les of U.S. ag ricult ura l prod­
ucts  to  H unga ry, the Ban k has  engaged in thr ee tra nsa ctions  w ith Euro pean  Com­
mun ist coun tries  since World  Wa r II.  One was a loan of $40 million to Poland. 
The two othe rs were, first, a loan to Yugoslavia totaling $55 million, made in 
1950, af te r the  Pre sident  had  determined to ass ist th at  c oun try in stren gthenin g 
its  independe nce from Rus sian  domina tion, and. second, a loan of $50 million 
auth oriz ed in Feb rua ry 1961 as a result  of a negotiatio n und erta ken  in the  fall 
of 1960 by the United  Sta tes  and oth er countrie s as well as the Inte rna tional  
Monetary Fund. Ther e is atta che d a table on curre nt Eximbank financing and 
guarantees to Yugoslavia and Poland. I mig ht mention th at  our  1946 loan to 
Pola nd has  been reduced  thro ugh  re paym ents to some $17.8 million.

Since the  committee is concerned with tra de  with  the entire  Commun ist bloc, 
I should  note th at  prior to Communist domination of mai nlan d China the Bank 
had loaned  $200 million to th at  country. All but  $28.6 million of this has been 
repai d. The Republic of Chin a (Taiwa n)  has resumed paym ents  on a portio n 
of the se loans  from which it ha s benefited, amo unting to $2.3 mil lion. The  bala nce 
of $26.3 million on which no repayments of prin cipa l or int ere st are being re­
ceived is in a standby sta tus . Pri or to the  Cas tro take over  the  Bank had  three 
outstan din g loans to American-owned companies in Cuba. These loans aggre­
gat e $36.2 million and are  in def aul t in respe ct of both prin cipa l and inte rest .

As Secreta ry Rusk point ed out, the  tra de  of Easte rn Euro pe both wit hin  the 
bloc and with the West has  incre ased dramatica lly in rece nt years. It  is note­
worthy. however, th at  while the re has been a quadruplin g of tot al foreig n tra de  
of E ast ern  Euro pean  co untries  durin g the pa st 12 years , thei r tra de  w ith the  free 
world  has  increased at  a slower ra te ; i.e., two and a ha lf times  and  the ir tra de  
wi thin the  bloc has  incre ased at  the  h igh er ra te  of five  and a ha lf times. More­
over. the  tra din g concepts  of the bloc co untries  differ sub sta nti all y from those of 
the  ind ust ria l West, not only in th at  a ll bloc t ra de  is sta te  contro lled bu t also in
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that  ther e is a strong tendency toward bila tera lism . Under such arrang ements 
which in prac tice  almost amount to ba rte r tran sac tions,  each bloc coun try 
atte mpts to balance its  exports to and its  imports  from each tradin g pa rtn er  in 
the West. So long as  th is policy cont inues the  opportun ity for  tra de  between  the 
United States and  the  bloc is likely to be limi ted for  the obvious reaso n th at  we 
want li ttle of tha t w hich the bloc has  to export. Accordingly, it i s my opinion that  
the  possib ilities of expanding trade  with the  Soviet bloc a re  substantially exag­
gera ted by some members of the  business community who believe the  Soviet 
marke t offers a la rge  out let fo r ca pital goods.

As to Wes tern Euro pean  exper ience in lending to Soviet bloc coun tries , the 
information is fragm entary  both as to the  amount of the credits  and as to terms . 
During the past few years there appears  to have  been a risin g flow of both short - 
and medium-term cred its (up  to 5 yea rs) to the  Soviet and to the other Euro pean  
bloc countries .

Of the credits  outstan ding to the  Soviet  Union, the  total at  the  presen t 
is estim ated  at  seve ral hundred  million dollars. This includes credits  from 
Western  European  countrie s and Jap an,  and these all app ear  to be medium- and 
short-term exp ort cred its. No long-term pro jec ts credits  have been repor ted. In 
the past few yea rs the re has  undoubtedly been a n increase  in the  average term  of 
these credi ts. A few years ago, the bulk was sho rt but  most is now of medium 
term, extending 4 to 5 years . With  respect to o ther  E astern  European bloc coun­
tries, the total is perhaps abou t ha lf of th at  to the  Soviet Union.

In accordance with  the prac tices  of the  members of the  Berne  Union (a  co­
ord ina ting  group of "Western countries  involved in medium-te rm export credit 
insu ranc e) supp lier  credits  are  extended  to all countries for  no more  tha n 5 
yea rs and a downpayment usua lly is requ ired. In dealing with  members of the 
Berne Union, the Communist bloc co untries  are  rarely  able to obta in except ions 
from the  5-year limitat ion  on exporte r cred its, although in line with general 
practice,  the re have been guaran tees of sales where the  construction  or erection 
period was no t included  in the 5-year repaymen t term.

So fa r as the Bank  is aware,  most Western  European countrie s agre e with  
the U.S. advocacy of limiting credits  to Communist bloc countrie s to a 5-year 
period. The United  Kingdom is evidently  willing to finance longer  term  cred its 
to the  Communist bloc, although to date none has  been announced. Br itish 
long-term export credit faci litie s are  set up in such a way that , with  a gua ran tee  
of the  export credit  gua rantee dep artment of the  board of trad e, Br itish banks  
and  a pool formed by Bri tish  insurance  companies offer financing on term s up 
to 12 or  15 y ear s provided  that  the pro jec t costs at  leas t 2 million pounds exclud­
ing local costs, and  the  foreign importe r makes a downpayment of 20 percent. 
Funds provided on term s up to 5 years  cost  5% percent and  those over 5 years, 
6% percent. Presumably any fu tur e long-term export financing for  purchase s 
by the  U.S.S.R. would fal l into this  pa tte rn.  The press  has  indicated that  the 
United Kingdom is presently  conside ring financing ind ust ria l pla nt equipment  of 
as much as $500 million for the  U.S.S.R. on term s of up to 15 year s. These 
negotiat ions  have been underway for seve ral months  and it  is said  th at  the 
int ere st ra te  is a serious impediment.

In conclusion, the present position of the  Bank in respect to tra de  with the 
Communist world  is (1) the  Bank clea rly would not finance tra de  between the 
United Sta tes and Red China or Cuba; (2) the Bank is prepared to gua ran tee  
the sale of agr icu ltu ral  products  to the  Easte rn European  bloc, except East 
Germany, on term s competi tive with  those of other agricultura l exporting coun­
tr ie s;  (3) the  Bank, consi stent  with  U.S. foreign policy, does not regard  Yugo­
slavia as pa rt of the Soviet bloc and t herefo re is prepa red to gu arantee th e s ale of 
limited amounts of cap ital  goods as well as agricultura l products  to Yugos lav ia; 
and  (4) as to exp orts  of U.S. uonag ricultura l products  to Easte rn bloc coun­
trie s (other  than, as I have said. Yugoslavia) the Bank  would be prepared to 
ass ist in their financ ing on terms up to 5 years (th e usua l limit on medium-term 
credits) if th is were in accord with  U.S. Government policy.
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Guarantees of  agricultural commodity sales to Hungary as of Mar. 81, 196.'/
[A m ou nt s in  t housands of d ol la rs ]

C om m odity
D at e

ap pr ov ed
M axim um
E x im b an k

li ab il it y

M ax im um
co ntr ac t

pr ic e

A m ount
o u ts ta nd in g

B al an ce  t o  
be  s h ip ped

N ov. 30,1963 1,669 2,130 1,347
D o ____ do ........ ..... '839 1,070 700
D o ___ do________ 839 1,070 636
D o . ____d o ............... 1,223 1,560 1,533
D o . ........ do_______ 1,113 1,420 743
D o N ov . 27,1963 815 1,040

W heat Dec . 19,1963 2,900 4,190 2,900
D o ........... ____ do .............. 3; 009 4,240 2,995 14
D o .......................................... ........ do_______ 6,090 8,260 6,055 34

R aw  c o tt o n ___________________ F eb . 7,1964 243 310 214 28
D o .. ___ d o ________ 478 610 478

Soybea n m eal_________________ Feb . 19,1964 521 670 480 41
'  D o ........................................ ....... F eb . 24,1964 972 1,240 879 93

D ry  m il k M ar.  19; 1964 141 180 141

T o ta l........................................ 1 20,8 50 27,990 18,482 829

i Doe s no t ad d  due to  r oundin g .

G U A R A N T E E S  O F  C R E D IT  E X T E N D E D  B Y  E X I M B A N K

The Chairman. Thank you very much.
May I  c larify one point ?
The nature of your financing is to guarantee the credit extended by 

priva te bank s; is th at correct ?
Mr. Linder. In some instances. It  has been true in respect o f the 

sales of agricultural products. Normally we endeavor to grant  credits 
up to 5 years ent irely th rough the commercial banks or through insur­
ing the credit. Credits beyond 5 years are more frequently  project  
credits. For these, we make careful investigations ourselves and think  
of these credits in terms of the borrower rather than in terms of 
merely facil itating the export of the goods.

The Chairman. Are you speaking of the Communist bloc when you 
speak of these terms beyond 5 years on projects? You meant other 
than  the Communist bloc, didn’t you ?

Mr. L inder. Outside the bloc, since we have not made project loans 
to the bloc.

The Chairman. In your general activities, aside from the Com­
munist bloc, you do both. You guarantee  the cred it extended through 
a bank for a fee, or you guarantee the payment to the exporter di rec tly; 
is that correct? Suppose General Elect ric exports a turbine. Do 
you guarantee  payment to them?

Mr. Linder. If  the terms on which the turbine is sold extend beyond 
5 years,  we have privi ty with the borrower, who is a foreign entity, 
government or private , and General Electr ic or whoever the U.S. 
suppl ier may be ge ts paid, and we have the note of the buyer. On 
sales of shell  items, the terms are less than  5 years. Financing of  such 
sales usually go through a commercial bank procedure under our 
guarantee against political risks. The commercial bank takes for its 
own account the early maturi ties of the buyer’s notes. On the later  
matur ities we guarantee the commercial bank against both political and 
commercial risks and  they finance the transaction  under  our guarantee.

There is a thir d method under which we insure through the F CIA , 
the Foreign Credit Insurance Association, both medium- and short­
term sales.
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TER MS TO CO MMU NIST  BLOC COUNTRIES

The Chairman. Now, I just wanted to contrast tha t with your 
actual experience in the guarantees on sales to the Communist bloc. 
They have all been limited to less than 5 years;  is that correct?

Mr. Linder. It  has if  you agree tha t Yugoslavia is not a Communist 
bloc country.

The Chairman. Yes.
Mr. Linder. And we made a loan to Poland in  1946 before it became 

a part  of the Communist bloc.
The Chairman. And it was handled through banks and you guar ­

anteed the payment.
Mr. Linder. No. That loan was made by us.
The Chairman. Made by you direct ?
Mr. Linder. Yes; for a long term.

ATTITUDE OF BU SIN ESS CO MMUN ITY TOWARD FI NANCIN G BLOC EXPORTS

The Chairman. I have a few questions here for the record.
Could you state  for the  record what, in your opinion, is the at titude 

of the business community generally, part icula rly bankers, as to 
whether or not the Exp ort- Imp ort Bank should help finance these 
exports to the Soviet bloc.

I)o you have any feeling of a consensus among bankers about th is ?
Air. Linder. Well, I  am certain that the bankers feel tha t if the 

administration and the Government of the United States  would like 
to have more trade with the Soviet bloc, the only way in which it can 
be done is with our Bank’s assistance. I have no consensus as to 
whether they think  the U.S. Government should or should not engage 
in more trade with the bloc.

The Chairman. But if they do, should the Export- Imp ort Bank 
perform this?

Air. Linder. I th ink they regard it as a sine qua non.

PR OH IB ITIO N ON PROMOT ION OF EXPORTS TO BLOC

The Chairman. Do you know of any other country in the free world 
where the government has a policy p rohib iting its export promotion 
organizations from faci litat ing sales to the Soviet bloc?

Air. Linder. No; I do not. On the contra ry, I think they all 
facili tate such sales.

The Chairman. This  is the only case you know of ?
Air. Linder. AVhere there has been any reservation about i t ?
The Chairman. Yes.
Air. L inder. That is correct, sir.

WEST EUROPEAN GUA RAN TEES ON EXPORTS TO THE BLOC

The Chairman. Do you have any information on the extent to 
which Government guarantees  and credi ts are used in AVestern Europe 
in financing exports to the Soviet bloc ?

Air. Linder. I have, Air. Chairman, but  I  would have to go off the 
record on that.

The Chairman. It  is not in your statement.
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Air. Linder. No; it is not.
The Chairman. You would have to go off the record. Is it 

classified?
Mr. L inder. Yes.
The Chairman. Perhaps you could furni sh the committee on a 

nonclassified basis what information you have as to that.  I don’t 
quite see why tha t should be classified. What is the reason for tha t 
being classified?

Air. Linder. I do not know, sir. I  accept the classification which 
the State Department or any other agency puts on it.

The Chairman. State  classified it ?
Air. Linder. That is correct.
The Chairman. I will have the staff confer with you about that 

then.
Air. Linder. AVe will be glad to do that,  sir.
(The following was subsequently received fo r the record:)

Western European and Japanese credit s to Communist bloc countries pres­
ently outstanding are estimated at  several hundred million. Most of these 
credits have been extended since 1959, in connection with a growing volume 
of Western exports, particular ly of capital equipment, to Communist bloc coun­
tries. In the case of capital equipment, more than 75 percent of all credits 
extended have been guaranteed by a government or quasi-government agency.

Credits extended by Western countries to the Communist bloc have generally 
been extended on terms of not more than  5 years in accordance with Berne 
Union understandings. Apparently there have been a few cases of guarantees 
of sales on terms of more than 5 years where the construction or erection period 
was not included in the 5-year repayment term.

As regards other Western European policies to the Communist bloc, the only 
country which is reported to differentiate between Communist bloc and other 
countries is Germany, which does not extend export credit for periods exceed­
ing 18 months on exports to Communist bloc countries.

In the case of wheat sales to Communist countries by Australia,  Canada, 
and France, government guarantee of credit  has been standard procedure, al­
though the length of the credit has been much shorte r than  the repayment 
periods for capital  equipment, usually 6 to  18 months rather than 3 to 5 years. 
In connection with U.S.S.R. current purchases of Canadian wheat, it is re­
ported tha t the Soviets on shipments made so far  have not used the credit 
facilities made available to them.

QUESTION OF TRADE EXPA NSION WITH COMMUNIST BLOC

The Chairman. You have already stated, I believe, your views 
about whether or not a trade agreement with the Soviet bloc would 
be useful front a commercial viewpoint. You think  it has limited 
usefulness. Did I understand you to say that ?

ATr. Linder. I think it would be useful to do more business with 
the Soviet bloc, but I think there is a tendency to exaggerate the total 
amount that might be “doable.”

The Chairman. Up to a point, whatever the point is, you think 
it is advisable and is beneficial to our economy to engage in trade 
with the bloc?

Air. Linder. I would say so, sir, but the function of the bank is 
to act on the basis of financial and economic judgments. However, 
when international political questions are involved we accept State 
Department guidance.

The Chairman. I understand.
Air. Linder. AVe can advise on the financial aspects of the tran s­

actions and decide what a p rudent extension of credit or a guarantee
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is, but the decision as to what we should finally do lies with the Pres i­
dent and his advisers.

The Chairman. You said you believe the trade  potential has been 
exaggerated. If  the West and this country were willing to extend 
longer term credits, say for 15 years like the Brit ish are considering, 
there would be a considerable increase in t rade,  would there not ?

Mr. Linder. I think it would be increased substantially.
The Chairman. Whether or not it  is in the  Nat ion’s and the W est’s 

interest to extend long-term credit is a question of the highest political 
policy, isn’t i t ?

Mr. L inder. I think  is is, sir.
The Chairman. And tha t enters into a field quite beyond the 

commercial considerations. It  involves grave political judgments  as 
to the future relations  of the Communist and the Western worlds, 
does it not ?

Mr. L inder. Yes, it does.
The Chairman. It  isn’t the Bank's func tion to determine that  ques­

tion, is it?
Mr. L inder. That is right, sir.

BER NE U N IO N 'S  M ET HOD OF  D ETER M IN IN G  CR ED IT TE RM S

The Chairman. You mentioned tha t your Bank represents the 
United States in the Berne Union.

Mr. L inder. Yes, sir.
The Chairman. Do I understand correctly tha t one of the pur­

poses of this organiza tion is to prevent cutth roat competition in  credit  
terms ?

Mr. Linder. I wouldn’t put it  precisely tha t way.
The Chairman. H ow would you p ut it?
Mr. Linder. There is constant consultation  between members of 

the Berne Union. They do have certain standards as to the term 
which is reasonable for  certain types of products. For example, a 
standard  practice might dictate  that credi t for more than  3 years 
should not be extended on trucks or buses unless a huge o rder comes 
in which involves a change-about in the transportation system of a 
country. In  such a case Berne Union members might agree tha t 5 
years would be appropria te. Bu t there  is no binding agreement the 
members of the Berne Union consult with one another and they are 
obligated to exchange information as to what they are prepared to 
do in par ticu lar transactions. It  is the same kind of thing tha t 
commercial banks do when they exchange credit information on 
common customers.

The Chairman. There is no enforcement power in the Union?
Mr. L inder. There is none.
The Chairman. You mentioned England as rumored to  be consid­

ering  extending long-term credits. If  she did, would this be in viola ­
tion o f any rules o f the Berne Union?

Mr. Linder. No, because the Berne Union is an association of in­
surers, the members of which except in rare  instances do not go beyond 
5 years on medium-term credit. When a long-term project is invol ved, 
the loan falls outside the scope of the Berne Union. If  the Bri tish  
should make a 15-year credit to the Soviets it probably would be 
made through the Insurance Export Finance Company, a pool of
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capital of insurance companies and other  financial institutions created 
at the request of the British Government. This finance company can 
make the kind of pro ject loans the United States has been able to make 
for years through  the Export- Imp ort Bank. There were no such 
facilities in England p rior to the early  1960’s.

Although this pool may obtain Government guarantees  through the 
Expor t Credit Guarantee Department of the Board of Trade , such 
transactions are really beyond the normal purview of the Berne Union.

union's view toward credits to u.s.s.r.
The Chairman. Does the Union concern itself with the question of 

long-term credit  to the Soviet bloc ?
Mr. Linder. It  has not to my knowledge, sir.
The Chairman. It  has not?
Mr. Linder. No, sir. I have attended two annual meetings and we 

always have representatives there. I think  the Soviet bloc is treated 
the same as any other country.

The Chairman. It  is?
Mr. Linder. As far  as all other members of the Berne Union are 

concerned.

SU PPLE M E N TA L  STA TEM EN T ON  T H E  BER NE U N IO N

Perhaps I could furnish a supplemental statement on the Berne 
Union.

(The following material was subsequently furnished for the 
reco rd:)

The Union d’Assureu rs des Credits Intern ationaux (th e Berne Union),  orga ­
nized in 1934, includes as members 23 public and privat e export credit  insuranc e 
ins titu tions operating in 18 count ries.

The Union is concerned with the  rat ion al use of cre dit  insuranc e in the  int er­
nat ional field. To this end, members agree to provide the  Union with details  of 
their  transactio ns and methods of opera tion.  By mean s of reg ula r consultat ion 
and  exchange of info rmation the  Union is work ing tow ard  a common under­
standing of c red it insurance,  its concepts and techniques, and is playing its pa rt 
in devising solutions to some of the  more complex problems facing insu rers  
today.

Perha ps the most urgent quest ion which  engages the  Union is th at  of the 
term s of payment upon which goods are sold. No credi t insurer wishes to encour­
age abnormally  long credit  term s or compe tition  in credit-giving among export­
ing count ries. The Union “5-year unders tanding,” means  that  members do not 
insure  supplier cred its involving  repayment term s of over 5 years’ postshipment 
save in very special circumstances and as isola ted exceptions, and then to report  
such cases to other members. This  und ers tanding has been of coniderable value 
in keeping the extension  of c red it within reasonable  bounds. It  has  provided  a 
re str aint  on credit competition although obviously it is ineffective  in cases 
where  governments dire ct the ir members to insu re credits  on longer terms.  

Britain’s parallel to exim-bank

The Chairman. You just  mentioned tha t England did not have 
an institution exactly comparable to the E xport-Impo rt Bank ?

Mr. L inder. Bank?
The Chairman. What do they have, a bureau of the Board of Trade 

or something of th at nature ?
Mr. L inder. It  is a depar tment  of the Board of Trade which offers 

facilities  roughly comparable to those of the joint  service provided
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by the Exp ort- Imp ort Bank and the Foreign Credi t Insurance Asso­
ciation. The difference is tha t in the FC IA we have priva te insurance  
companies as partners. The Brit ish Board of Trade department,  
which guarantees exporters  against credit and political risks, is en­
tirely  Government owned.

PURPOSE OF GOVERNMENT INVOLVEMENT IN  EXPORT TRANSACTIONS

The Chairman. Aside from the question of creditworthiness, isn’t 
one of the princ ipal objectives of involving the Government in these 
transactions to deter arb itra ry action by the foreign governments 
such as expropr iation , currency devaluation, or discriminatory tre at­
ment ?

Mr. L inder. I think there is a feeling on the part of an individual  
exporter th at if his government is involved in the transaction,  the gov­
ernment of the foreign purchaser will be less capricious about han ­
dling his obligation. But  in fact I don’t know how much difference it 
has made.

The Chairman. The fact is t ha t the priva te firms believe it to be 
true, don’t they?

Mr. Linder. They do and they also believe that only the government 
is in a position to  take certain political  risks—those of war, expropr ia­
tion, civil disturbance, and inconvertibili ty.

They also feel tha t there is special knowledge in the ir government as 
to the  fiscal positions of various countries with which they want to do 
business, which is not available to priva te businessmen. Therefore 
if it is in the national interes t for businessmen to export, they want 
thei r government to insure them against risks which are not inherent 
in domestic trade.

BANK GUARANTEES WITH  REGARD TO BLOC AND JAPANE SE TRADE

The Chairman. Tha t is true especially in dealing with the Com­
munist bloc, is it not ?

Mr. L inder. Yes, it is. Our banks make it perfectly clear that they 
will not underwrite the risks with the  Communist bloc. As I say, they 
won’t underwrite risks even on credit extended to friendly  countries 
when the amounts are large. Let me refer by way of illustra tion to 
the most recent cotton loan we made to Japan . We were very anxious 
to help sell the cotton, and loaned them $60 million for 12 months 
at a rate which we thought appropriate . Subsequently we contacted 
the major  banks of this country and said to them, ‘‘You can have 
this deal at the same ra te we are charging the Japanese,’’ which was 
a good rate  a t that time. I t was 4% percent for 1-year money.

They said, “Sorry,  but we have enough Japanese paper .”
The net result was that $7.1 million, out  of the total of $60 million, 

was taken without  our guarantee and we placed the rest of it with 
our guarantee. Of course we took an appropria te share of tha t interest 
as compensation for our guarantee.

I cited another instance in mv statement of a $125 million credit 
we made 2 years  ago for several agricultural commodities, coal, and 
timber. In  this case it was perfectly apparent, af ter consultation with 
the commercial banks, tha t we wouldn’t get any participat ion at all 
from them without our guarantee.



188 EA ST -W ES T TRADE

The Chairman. Was th at Japan,  too?
Mr. L inder. Yes, it was. But on the basis of a guarantee from E x­

port -Imp ort Bank, we arranged the financing very quickly. The 
banks received a share of the interest and  we received what we thought 
was an adequate fee for our guarantee.

It  was also a 12-month credit. One might argue tha t there is no 
reason why the banks shouldn’t have done this business themselves. 
But they were not prepared to do i t for a variety of reasons. One is 
that  there are no compensating balances.

The Chairman. No what?
Mr. Linder. Compensating balances.
The Chairman. Wha t do you mean by that ?
Mr. Linder. Well, banks, when they lend you money, usually lend 

you $100 and say “now you keep $10 or $15 or $20 on deposit.”
The Chairman. I am familiar with the practice, but I wasn’t 

fami liar with the term. You mean they draw out all the money when 
it is loaned to them ?

Mr. Linder. Presumably all the money we lend goes out. And 
there are other perquisites in banking which the private bankers 
naturally  want. Sometimes perquisites are  sufficient so that banks are 
prepared to take the loan. They d idn’t want to make this loan at the  
prime rate. If  5 percent had been offered, the  banks might have ac­
cepted it, but we probably wouldn’t have sold the  commodities. The 
Japanese might have said, “The interest rate is too high. We will 
buy commodities elsewhere.”

bank’s relation to state department in regard to policy

The Chairman. I think you have performed a tremendous service 
for the exporters of this country. There is no doubt about that.

Let me pursue a few of these questions. They are largely for the 
record. If  a businessman with an export license for shipment, say, of 
a machine tool to the Soviet Union, applied to the Ex por t-Im por t Bank 
for a loan or a credit guarantee, who would the  Bank officials look to 
for guidance on administration policy toward th is kind of transaction?

Air. Linder. We would look to the State Depar tment  primar ily, 
since presumably the Commerce Department would have already is­
sued the  export license. Tha t is the first step. A State Department 
representat ive si ts in on our Board meetings so w’e are not unfamiliar 
with thei r point of view.

PROHIBITION AGAINST SALES TO COMMUNIST COUN'rRIES

Recently the President made a determination in respect of agricul­
tural  products to the bloc outside of Yugoslavia. Since he limited 
the determination to such commodities, we cannot legally finance 
machine tools to the bloc.

The Chairman. You are not presently in a position because of the 
recent congressional action ?

Mr. L inder. No, not a t the present time, sir. There was an amend­
ment, as you will recall, to the Foreign Aid and Related Agencies 
Appropria tions Act of 1964 which specifically prohibited the Bank 
from guaranteeing or lending in connection with sales to Communist 
countries unless the President determined tha t such assistance is in the
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nationa l interest. The President has made such a determination in 
respect of agricultura l products for the bloc, and any kind of product 
for Yugoslavia.

The Chairman. Any kind of industrial products for export to the 
bloc cannot be financed by the Bank now ?

Mr. Linder. This is controlled, sir, bv this legislation which was 
enacted in January .

The Chairman. You are refer ring to the rider on the foreign aid 
appro priat ions  bill ?

Mr. L inder. Yes, sir. The rider provides the a uthority to the Bank 
to issue guarantees or to finance only with a Presidential  determi­
nation.

The Chairman. I see. If  the Presiden t determines tha t it is in the 
national  interest, he can waive the prohibition ?

Mr. Linder. Yes.
The Chairman. If  he makes such finding under  tha t provision, 

you would then be free to extend the credit guarantee. But you 
would look fo r policy guidance to the State Department, you say?

Mr. Linder. Well, sir-----
The Chairman. Af ter  the  finding has been made by the President?
Mr. L inder. Yes; in an informal manner. Let me say this, th at we 

have a representa tive of State at our Board meetings, who does no t 
vote. He has seen our agenda beforehand, and has checked it within 
the Department. We also have representatives of the Treasury and 
of Commerce. All loans, as well as guarantees in excess of $5 million, 
automatically go before the National Advisory Council, which as you 
know is under the chairmanship of the Secretary of the Treasury 
and also includes the  Secretaries  of State and Commerce, the  C hair ­
man of the Federal  Reserve Board, and myself.

EXPORT-IM PORT BA NK  POLIC Y RELATED TO INC REASE IN  TRADE W IT H SOVIET 
BLOC

The Chairman. I thin k tha t is very good to have tha t in the 
record. I believe you have already covered this point. If  the Export- 
Imp ort Bank treated the Soviet bloc as it does others, would there be 
an increase in trade?  I think you said there would be some but tha t 
the estimates are exaggerated. Is that  about righ t?

Mr. Linder. I think generally speaking it is exaggerated.

BACKGROUND OF LONG-TERM LOANS TO YUGOSLAVIA

The Chairman. Did you explain the reason for the long terms to 
Yugoslavia? I believe you said it is $50 million in credits for 16 
years ? Wha t were the particulars ?

Mr. Linder. The reasons for it were these: In the fall of 1960, it 
was agreed bv the then administration , by certain friend ly countries, 
and by the Internat iona l Monetary Fund that  Yugoslavia needed 
substantial financial assistance. While no formalized commitment 
was made, there was an understand ing reached, and just  before I 
was sworn in as P resident of the Bank, that is in February of 1961, 
the directors  authorized a $50 million credit of which $39 million 
has been disbursed. This is repayable in 16 years, includ ing a period  
of grace, so tha t none of the principal has been repaid yet.



190 EA ST -W ES T TRAD E

Now in addition to that , we made some very small guarantees to 
Yugoslavia last year, for boring machines and power shovels aggre­
gating about a half  million dollars on terms within 4 or 5 years. 
There is also a loan made back in 1950 to Yugoslavia of $55 million 
of which $36 million has been repaid leaving $19 million outstanding. 
Thus the  net amount presently outstanding to Yugoslavia is about $59 
million.

The Chairman. $59 million?
Mr. Linder. That is correct, sir.
The Chairman. They are curren t with repayments  on those loans?
Mr. Linder. Yes, sir, they are all curren t.
The Chairman. They have never defau lted ?
Mr. L inder. As f ar as I know there has been no default.

DEFAULTS ON TRANSACTIONS WITH BLOC COUNTRIES

The Chairman. Have you had any default s on any of your trans­
actions or guarantees with members of the Soviet bloc I

Mr. L inder. No, we have not, sir. The Poles, for example, received 
a $40 million loan in 1946 before they were members of the bloc. It  
has been paid by the present government down to an outstanding 
amount of only $17,800,000.

The Chairman. $17.8 million.
Mr. Linder. Tha t is right.  It  has been reduced from $40 million 

to $17.8 million.
The Chairman. And tha t in other words is current, too?
Mr. Linder. It  is.

PURPOSE OF $50 MILLION AUTHORIZATION TO YUGOSLAVIA

The Chairman. Wha t was this $50 million to Yugoslavia for ? Was 
it a special project?

Mr. Linder. We limited the portion for raw materials to $25 million, 
with the balance to cover machinery and equipment for a number of 
projects. As you know, some of the credit has not been used; there 
is a balance of about $11 million which has not been disbursed. 

SHOR T-,  MED IU M-, AND LONG-TER M CREDIT

The Chairman. I think you have already covered this one, this 
discussion that we had in the previous meetings about short-, medium-, 
and long-term credits.

Is i t correct tha t these categories are somewhat flexible, or is there an 
acknowledged-----

Mr. Linder. There is a generally accepted standard.
The Chairman. What is it for the record ?
Mr. Linder. Fo r the record, shor t term is generally defined as up to 

180 days, although  occasionally up to a year. Medium-term credits 
are from 180 days up to 5 years, with an exception being made for 
jet  aircra ft fo r which the term is 7 years. Longer-term credits extend 
from 5 to 20 years. There have been occasions when the Bank has 
extended even longer terms than  tha t, where a large infrastru cture 
project  was involved which couldn’t be amortized in a shorter period of 
time. For example, we financed a bridge across the Tagus River 
in Portugal within the past year and a half. If  I  recall correctly, the
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term was 20 plus 5, tha t is the 5 years being the period of grace 
during which they are to construct the br idge. Obviously 20 years is 
a comparatively short period of time in which to amortize debt on a 
bridge—unless tolls are very high.

The Chairman. Is it a toll bridge?
Mr. L inder. Yes, si r; but our loan has a guarantee  of the  Govern­

ment of Portugal as well.
The Chairman. Why did you come into the project?  Was this 

built by an American firm ?
Mr. Linder. It  was. I t was built by Morrison-Knudson and United 

States Steel. The tot al bridge if I  recall correctly will cost something 
like $75 or $80 million and our commitment was $55 million. All 
tha t $55 million represented U.S. goods and services. The Portuguese 
Government undertook to finance the local cost portion of the project.

The Chairman. This may not be a pert inen t question but I am 
curious as to wThy the Inte rnat iona l Bank didn ’t finance it so long as 
it had the Government guarantee w hich is customary for thei r opera­
tions ?

Mr. Linder. We started negotiations before Portugal was a member, 
and I  am pleased we did. It  seems to me, sir, that i f the International 
Bank had financed it, it is highly  unlikely tha t this w’ould have been 
U.S. business.

GOVERNMENT GUARA NTE ES ON LOANS

The Chairman. I th ink  it is good business. I was just curious about 
how it happened th at way. Was th is before  P ortugal became a mem­
ber of the Bank ? Is tha t what you mean ?

Mr. Linder. Yes, sir. But  we get government guarantees quite 
frequently.

The Chairman. Do you ?
Mr. Linder. Oh, yes. We do . And w e obviously get them in w hat 

little  trade we have had with the bloc.
The Chairman. Of course this is a public facility. It  is somewhat 

different. You don’t normally get government guarantees on loans 
for p rivate  industry in a country, do you ?

Mr. Linder. Well, it depends on the creditworthiness of the par ­
ticu lar company, on the equity junio r to us, and on the anticipated 
earning power. It depends also on howT anxious the  government is to 
suppo rt the establishment of a new enterprise, even if it is private. 
Then there are many join t private  and pufilic operations. We don’t 
always insist on government guarantees, but we do insist where we 
think it is necessary for our protection.

The Chairman. In the case of the Communist bloc, you are dealing 
wdth a governmental body so tha t you automatica lly have a govern­
ment guarantee for whatever it is worth, don’t you ?

Mr. L inder. We make our position a l ittle  safer than  that.
The Chairman. H ow do you ?
Mr. Linder. Well, in the first place we investigate careful ly as to 

whether the ministry tha t does the purchasing has the authority  to 
commit the government. For example, a minis try of inter ior may 
make purchases which the finance ministry refuses to recognize or for  
which there is no legislative author ity. In  t ha t case we could be left  
wnth a questionable obligation.



192 EAST-WE ST TRADE

Iii the case of  Hungary we have the guarantees  of the Trade  Bank 
and the Central Bank, and we have also obtained official assurances 
from the Government tha t these banks have the righ t to undertake 
these commitments. We have protected ourselves as fully as we can.

status of transaction with mainland china

The Chairman. Have you ever had any experience with  any of the 
Communist countries over a difference of opinion regarding a loan 
and had to resort to either court, arb itrat ion,  or some other procedure?

Mr. Linder. No, sir; we have not. I should say for the record 
though tha t in the case of a loan made to the Republic of China before 
the Communists took over, the Communist government has failed to 
recognize the unpaid balance. It  is a large amount, sir, but i t is small 
in proportion  to the size of the original loan. We loaned National ist 
China some $200 million, and $28 million of tha t remained unpaid  
when they left the mainland.

We have negotiated with-----
The Chairman. I didn’t unders tand it. For  the record you say 

you made a loan to Communist China ?
Mr. Linder. We loaned to China before it was Communist $200 mil­

lion.
The Chairman. Before it became Communist?
Mr. L inder. All but $28 million of that was repaid. The $28 mil­

lion balance has not been recognized by the present Government, the 
Communist Government of China.

The Government in Taiwan, however, af ter some lengthy negotia­
tions, agreed tha t they  benefited from tha t loan to the  extent of about 
$2.5 million and resumed service on tha t amount.

FA ILU RE  OF CUBA TO RECO GNIZE PRE-CASTR O OBLIGATION

In the case o f Cuba, the Castro government does no t recognize the 
obligation on the part of their  telephone company or thei r public 
utili ty company to us. Both these companies, by the way, were Amer­
ican owned. We have endeavored to collect from the Government of 
Cuba. We have been unsuccessful in collecting. Under those circum­
stances, whether the Government had been Communist or not I think 
we would have refused to extend any furt her credit.

QUESTION OF DEFAULTS ON LOANS

With  the Easte rn bloc we have had no problem whatever, and I 
have not heard  of a single default  since 1917 on-----

The Chairman. Or to any other country ?
Mr. Linder. That is correct, sir, on commercial engagements. I am 

not talking about government debts or lend-lease or any of those things, 
but I am talking about the kind of thin g tha t Amtorg used to do in 
this country and the trade they conducted over this whole period 1917 
to date with the West.
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PROCEDURE FOR SOLVING DIFFERENCES OF OPIN ION RESPECTING LOANS

The Chairman. This may not be a question you can answer. It  is 
hypothetical. Suppose you did have some difference of opinion about 
a loan, say, to Yugoslavia or to Hungary. What would be your 
procedure? How would you proceed to try  to resolve this difference?

Air. Linder. Well, we have diplomatic representatives there,  sir.
The Chairman. Would it be only through diplomatic  representa­

tives? There is no agreement about arbi tration or submission to a 
court ?

Mr. Linder. I  do not believe we have any such agreement.
Mr. Glick. We do not have.
Mr. Linder. Mr. Glick is counsel for the Bank. I suspect th at we 

feel it is wiser from our point of view not to have arbit ration agree­
ments. Under normal circumstances one may have recourse to the 
courts in either one country or another.

The Chairman. You mean to their national courts ?
Mr. Linder. That is correct.
The Chairman. The International Court has never been brough t 

into any of these activities.
Mr. Linder. We never have had the problem.
The Chairman. And you never heard of any other country having  

the problem ?
Mr. L inder. Not to my knowledge, but I would submit, Mr. Cha ir­

man, that even if  an Eastern European country fel t tha t it was justified 
in breaking a contract or refusing to pay the full amount, t hat  it would 
think very h ard before i t actually refused to pay the full amount. The 
credit  standing of a government would be involved—something tha t 
Eastern European countries have regarded very seriously. I think  
the risk is a good one, not for an unlimited amount, but within appro­
pria te limits I am not concerned about the credit risks in dealing 
with the Eastern  European countries.

The Chairman. If  a controversy arose tha t was something less than 
simply refusing to pay, but a controversy as to the qua lity of the goods 
as an example, how would tha t be resolved ?

Mr. Linder. Well sir, this is really something between the buyer 
and the seller. We never insure acceptability of goods.

The Chairman. Acceptability.
Mr. Linder. We issue a guarantee against a note or an obligation 

of the buyer. Legally I  believe if the buyer has a dispute he ought 
to arb itra te or settle that dispute with the seller.

The Chairman. I see. You wouldn’t be involved in that?
Mr. Linder. We don’t enter a transac tion where we extend the 

credi t or where we guarantee a credit, unless it is agains t a simple 
obligation on the p art  of the buyer.



1 9 4 EA ST -W ES T TRADE

APPLICATIONS FOR BLOC LOANS REGARDING NONAGRICULTURAL ITEMS

The Chairman. Have you received any applications within recent 
months for loans or credit guarantees on sale of nonagricul tural goods 
to any Soviet bloc countries ?

Mr. Linder. We have had people approach us in respect to some 
substantial industrial undertak ings in some of those countries which 
involve long-term project loans. We have not received any specific 
applications to sell say 5 trucks or 10 machine tools or 6 tractors  to 
countries in the bloc other than Yugoslavia, which we do not regard  
in that  category.

The Chairman. Have you had any applications fo r Poland?
Mr. Linder. No. We have had strong indications from the Polish 

commercial and diplomatic  people here tha t they would be much 
interested to buy on credit.  Also we have had indications from the 
Hungarians  tha t they would be much interested to buy things other 
than agricultura l products. But they are thoroughly posted on our 
legal situation and realize tha t unless and until there is an affirmative 
decision taken by the administration, there is nothing we can do about 
it.

The Chairman. Well, tha t would indicate tha t if there were no 
legal or diplomat ic inhibitions to this trade,  there would lie some 
substantia l trade in nonagricultura l goods?

Mr. L inder. I think  there would be some, sir, but let me point out 
tha t the Poles and the Yugoslavs have both used a substant ial amount 
of credit, and th at we as a bank may put ceilings on the  amount of our 
exposure in a p artic ular  country.

LIMIT  ON AMOUNT OF CREDIT EXTENDED ONE COUNTRY

Therefore, a lthough we haven't  been faced with  the problem of pre­
cisely how far  we would go, certainly there is a limit to the  amount of 
additional credi t th at we would extend.

The Chairman. Tha t limit is determined by other than diplomatic 
criteria, isn’t it? It  would be by such factors as the  amount of your 
exposure in the country and the situat ion as to their  balance of pay­
ments, for example.

Mr. Linder. Tha t is correct.
The Chairman. Their capacity  to service the loan.
Mr. Linder. Tha t is correct.
The Chairman. All of that  you take into consideration ?
Mr. Linder. Correct, sir, and sometimes American manufacturers 

might  undertake to do the business without recourse on us, if the 
business was sufficiently attrac tive. Most of our export business is 
done privately.  We assist in many important  projects, but our as­
sistance doesn’t represent the  bulk by any means of the export business 
done bv the United States.

The Chairman. You are speaking now of non-Communist countries ?
Mr. Linder. Tha t is correct, sir.
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PRIVATE EXPORT PRAC TICES W IT H CO MMU NIST  COU NTRIES

The Chairman. But what about the Communist countries?
Mr. Linder. Thus fa r at least as far  as commercial banks are con­

cerned, there has been no willingness to extend any credit without our 
guarantee. But sir, I may say there is nothing to prevent a particular 
company, if it can get an export license, and I think  it  can, from sell­
ing 10 tractors  to the Soviet Union.

The Chairman. And assuming the risk themselves?
Mr. Linder. Tha t is correct.
The Chairman. But you wouldn’t ?
Mr. Linder. We are prohibi ted by law.
The Chairman. That is what I  mean. There is nothing  to prohibit 

them from selling?
Mr. Linder. Tha t is correct, sir.
The Chairman. There is a considerable discussion in the press about 

the Russians and others wishing to buy whole indus trial plants. There 
is nothing under the existing law to prohibit American manufacturers 
from selling a complete pla nt if  they wish to assume the risk, and they 
get an  export license; is th at right?

Mr. L inder. Well, this is litera lly true, Mr. Chai rman, but as a mat­
ter of practice, no American manufacturer will sell anything  other 
than  shelf items for his own account and risk. An electrical com­
pany will not sell a large generator, for example, to a buyer with ex­
cellent credit and assume the risk itself for repayment over a period 
of 15 years, which is not unusual terms for  the  sale of power genera ­
ting equipment.

The Chairman. Yes. They would sell i t for cash I  presume ?
Mr. Linder. They would, with pleasure.

DIF FERENC ES BETW EEN U. S.  AND WE STERN EUROPEA N CREDIT TER MS AND  
GUARA NTE E FEE S

The Chairman. I s there any substantia l difference between the 
credit terms and guarantee fees that  you extend and those that West­
ern European countries extend in trad e with the Easte rn bloc ?

Mr. L inder. I think  we would be about the same, sir. Our money 
market  was somewhat lower than Canada’s market  at the time this 
wheat transact ion was discussed last fall, and the rate  tha t the bloc 
would have had to pay had they used credit  in the United  States would 
have been about one-half of 1 percent lower than it was in Canada. 
But th at was purely a function of the two money markets. The prime 
rate in the  United States was fully 1 percent lower at  tha t time. Act­
ually the Russians as yet have not used any credit.

Tbe Chairman. It  has all been for cash ?
Mr. Linder. All of the  Russian transac tions have been for cash 

up to now.
The Chairman. Up to now.
Mr. Linder. As you will recall, I  am sure, Mr. Chairman, from 

my statement before the Banking and Currency Committee—we felt



196 EA ST -W ES T TRADE

tha t they would not do business with us if  there was any appearance 
of discrimination. The only country that has used any credit from 
the Rank thus fa r is Hungary. We have guaranteed commercial bank 
credits extended to them to the extent of about $20 million under 
terms with which you are fami liar.

SALE OF WHEAT  TO SOVIET UN ION

The Chairman. Can you refresh  my memory? Up to the most 
recent date for which you have figures how much was sold to the So­
viet Union? Do you know?

Mr. L inder. I have the impression, but  I can' t say absolutely, that  
it is about 65 million bushels of wheat valued at roughly $140 million.

The Chairman. About 65 million bushels.
Mr. Linder. Tha t is correct, to the Soviet Union.
The Chairman. Do you think this  is much less than it might be had 

there not been so much controversv over whether or not we should 
sell?

Mr. L inder. I think,  sir , th at probably the principal deterrent was 
the problems concerned with American shipping rath er than  the d is­
cussion which took place.

The Chairman. The shipping rates?
Mr. Linder. Tha t is correct, sir. I think tha t was the principal 

impediment.

QUESTION OF COMPETITION OVER CREDIT TERMS TO SOVIET BLOC

The Chairman. Do you think there is going to be much competi­
tion among the industrialized countries over credit terms offered to 
the Soviet bloc?

Mr. Linder. This is hard  to say. Secretary Ball testified before 
the Senate Banking and Currency Committee th at efforts have been 
made by the U.S. Government to keep these credits within medium 
terms. The terms over the pa st few years have tended to get longer.

Three or four years ago credits were extended by Western European 
countries to the bloc frequent ly of 2 to 3 years  and now’ most are 4 
to 5 years.

The Chairman. Would you care to express an opinion as to the 
comparative risk between loans to the newly developing African 
countries and the Soviet bloc?

Mr. Linder. I would be glad to, off the record.

LOANS IN  LAT IN AMERICA

The Chairman. Do you have any extensive loans in L atin  America 
at present?

Mr. Linder. We certain ly do, sir.
The Chairman. Are they all current?
Mr. Linder. No; they are not. Bolivia has been in defau lt to the 

Bank for a good many years; and we’ve made no recent loans to them. 
Hai ti is now in de fault. Othe r than that, except fo r difficulties which 
we believe with some doubt in our minds are trans itory,  they are 
current.

Now my principal concern relates to Brazil. While we have col­
lected some money within the pas t few days, we have large amounts
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in Brazil. I think maybe someone whose political  forecasting  is 
better than mine ought  to make the judgment whether or not this 
situation is going to resul t in the kind of government which will 
put Braz il’s financial house in order. If  this were done, Mr. Cha ir­
man, they could, I believe, meet their obligations.

It  is not generally recognized th at Brazil has a total external debt 
of only about $3 billion.

The Chairman. $3 billion ?
Mr. Linder. And tha t is not an overwhelming debt for a country 

of tha t size, with its degree of indus trializ ation and its manpower, 
to be able to handle if  they are determined to handle it.

The Chairman. And they are presently current with thei r obliga­
tions? 1

Mr. Linder. Well, they are not precisely current at this moment, 
but there are no delinquencies which extend back more than a month 
or so.

ROLE OF NA TIO NA L ADVISORY CO UN CIL

The Chairman. Is the National Advisory Council the agency which 
would initiate a recommendation for a presidential  finding tha t assist ­
ing in financing a sale to the bloc is in the national interest? Is it 
the body which makes such recommendations to the President?

Mr. L inder. I would think, sir, i t is more likely tha t the President 
has this under review with  the Secretary  of S tate and other members 
of his Cabinet. The National Advisory Council as such would be 
unlikely to act on it. I think the President  would talk  with the 
Secretary of State who would hear our point of view, with  the Sec­
retary of the Treasury, and with his own personal staff. Thereaf ter 
the President would. I presume, make his decision.

The Chairman. Then I understand as of the moment the National 
Advisory Council has not made any recommendation to the P resident 
with regard to faci lita ting  exports to the Soviet bloc?

Mr. Linder. No; it has not and it did not take the initiat ive in 
respect to the grain t ransaction.

The Chairman. I t did not?
Mr. Linder. No. This was done quite informally. Of course the 

members of the National Advisory Council were consulted in one way 
or another.

EF FE CT  OF BLOC TRADE ON BALANCE OF PA YM EN TS

The Chairman. Would you comment upon the effect upon our bal­
ance of payments of our trade with the Communist bloc?

Mr. Linder. Well, I  think. Mr. Chairman,  anything th at we can do 
would be highly favorable. You realize, sir, that  when we export even 
on 15-year terms, and lend the  money, whether the U.S. Government 
or its na tionals lend the money, there is a balanced transaction which 
is neither a gain nor a loss to our balance of payments. But as the inte r­
est and principal is received in payment , there is a p lus effect on our 
balance of payments. And so any export when paid for helps our 
ba lance-of-payments position. With the shortest terms it  helps imme­
diately with the longer ones somewhat later.
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AV e w ill be th inki ng  abo ut ou r b alance  o f paym ents fo r long per iod s 
in the fu ture  so th at even when  we make  a  15 -year l oan , t hi s helps our 
fu tu re  balance o f pa yme nts.

As  a mat te r o f fac t, I  m igh t me ntion  i n passing  th at  the  Ex im ba nk  
contr ibu tion to the  ba lanc e o f p ayme nts  t o t he  U ni ted States  la st  year,  
th roug h int ere st rece ived a nd  p rin cipa l rep aid , was a bout $801 mi llio n 
on loans , some of which were made years  ago a nd  some o f which  were 
quite rece ntly . Al l o f these  were------

The Chairm an . I s th at  a f avorab le bala nce?
Mr. L inder. Yes.
The C hairma n. Th at  is more th an  you  loaned  out ?
Mr. L inder . We  do n' t lend ou t in th a t sense, Mr.  Ch air ma n. We  

pay an A me rican man ufac turer, reimb urs e him in  do lla rs f or  the  goods  
and services  th at  he is about t o export .

Th e Chairm an . I  see. So you accoun ted  fo r an $801 mi llio n ad ­
dit ion .

Mr. L inder. That  is corre ct.
The Chairm an . To our figure s.
Mr.  L inder . A s a res ult  of expo rts  which  we ha d financed earlie r. 

We  did  have  some repaym ents an d we we re able  to  sell du ring  the p as t 
ye ar  some of  ou r loans, ou r do lla r loans in Eu rope , wi tho ut reco urse  
so as to an tic ipate p aym ent .

AMOUNT OUTSTANDING IN  LOANS

Th e Chairman . H ow much do you  h ave ou tst an ding  nowT in loan s?
Mr.  L inder . Ou tst an ding ? Well , le t me pu t it  t hi s way  if  I  may , 

sir.  We  have to ta l com mitments of  abou t $6 bil lion . The se include 
guara nte es  and insura nce  o f $1 b illion—I  a m us ing  rou nded figures— 
an d $5 bi llio n o f loans a nd  und isb urs ed  commitments .

Th e undisburse d po rtion  o f loans am ounts  to  about $1.5 bi llion. I f  
you  looked at  ou r balanc e sheet you  wou ld find  th at  ou r loans receiv­
able are about $3.5 bill ion .

We are com mitted to  extend ad di tio na l cre di t on those loans to the  
ex tent  o f $1.5 bil lion, and we ha ve gu aran tee s and ins ura nce o ut stan d­
ing ove r and above th is  to the  ex ten t of  abou t $1 billion.

loans in  default

Th e Chairm an . H ow does yo ur  ra te  of  loss com pare to the lar ge  
com mercia l banks ? Do you h ave  a ny  c om parat ive  f igures ?

Mr. L inde r. Th ere is no way  of  mak ing such  a com par ison rea lly .
Th e Chairm an . Th ere isn’t?
Mr.  L inde r. I  cou ld give  you  the figures, sir , bu t they  wo uld n’t be 

very meaning ful, because at  any  one t ime what we a re doing  is un de r­
wri tin g lar ge  po lit ica l and  cr edit risk s. I f  you assume our p or tfo lio  to 
be, as I re ga rd  it, wo rth  100 cent s on the do lla r exce pt fo r loans th at  
are  in de faul t, you  wou ld find th at  ou r ra tio  o f loss is fa r low er than  
th at  of  com mercial  banks.

On the othe r ha nd , when Cuba de faul ts because of  a rev olu tion 
there i s l itt le  we can  do. I f  Brazi l should  de faul t a nd  no t only defau lt 
bu t insis t t hat  i t h ad  no  i nte nti on  of m eet ing  the obligation  th is wou ld 
cha nge  ou r loss ra tio very rapidly.  To  da te we h ave  w rit ten  off very 
few loans . I wou ld li ke  to go off tlie record h ere if  I  may.
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The Chairman. You can’t go off the record. The press is s itting 
behind you.

Mr. Linder. We have written off very few loans, only those where 
there a re commercial defaults.

unpaid loan made to mainland china

The Chairman. Take the case of China, just for the record. I don t 
know th at this is significant. You have outstanding $28 million un­
paid.

Mr. L inder. Yes.
The Chairman. If  by some miraculous change in  our relations we 

resumed diplomatic relations  with them, you would regard tha t loan 
as still curren t and would attem pt to  collect it, would you not?

Mr. L inder. We cer tainly would.
The Chairman. Yes.

LO AN S IN  DE FA ULT

Mr. Linder. Our balance sheet does indicate the precise position, 
sir. You will find th at there is a note to our  balance sheet which indi ­
cates tha t the total  face amount of loans in default is approximately 
$100 million. This represents—if none of it is ever recovered—about 
1 percent of our total disbursements and should be compared with our 
last year’s earnings of over $100 million af ter  payment of interest and 
expenses.

Now if  we were to write that  $100 million off, you would still find 
tha t our retained reserves aft er payment of interest on the money we 
have borrowed and div idends to the Treasury would at the end of this 
fiscal year probably be in the neighborhood of $800 million.

SU M M ARY OF  B A N K ’S EX PE RIE N CE AN D RE SPO N SIB IL IT IE S

The Chairman. Of course, you realize and so do I  tha t these par­
ticu lar questions are not directly the concern of this committee, but 
I was asking you those largely as background for  our information 
about the Export-Impo rt Bank.

To sum this up, as we will have to adjou rn in a moment, insofar 
as trade between the United States  and the Communist bloc is con­
cerned, the Export- Imp ort Bank’s experience has been good, and your 
knowledge of other simila r institut ions has been good. There have 
been no defaults  tha t you know of, and if certain  governmental 
decisions are made, which are not your responsibility,  the Export- 
Imp ort Bank will be in a position to play a very important par t in 
such trade.

If  the decision is made to enlarge trade , you are in a position to 
part icipa te in it, are you not?

Mr. Linder. I agree, sir.
The Chairman. There are no impositions as fa r as the Export- 

Imp ort Bank is concerned except those tha t arise from the law and 
diplomatic  or polit ical decisions?

Mr. Linder. And except for limitations imposed by our judgment 
on the amount of cred it which it would be appropriate for us to extend.

The Chairman. Yes. It  depends on each country’s s ituation.
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Mr. L inder. Yes.
The Chairman. Just like in any other  case.
Mr. L inder. Tha t is correct.

BANK'S POSIT ION  W IT H  REGARD TO TRADE POLIC IES

The Chairman. Do you have anything else you would like to vol­
unteer to this committee on the subject of East-West trade? Un­
doubtedly I  have overlooked many important points. Would you like 
to emphasize any point you made in your statement  which is in the 
record? Would you like to make any recommendations?

Mr. Linder. Mr. Chairman,  it would not be appropr iate  for me 
as Chairman of the Bank, which functions within the limits of our 
own act and consonant with adminis tration  policy, to make recommen­
dations on trade policy. My personal feeling is that  the United States 
would be benefited by trade with the Soviet bloc within specified limits 
and to the extent tha t it is prud ent financially for us to underwrite 
such trade.

The Chairman. Thank  you very much, Mr. Linder. I appreciate 
your coming and gi ving us this time.

I apologize for the early hour and the inconvenience it caused you, 
but it  wasn’t my choosing to do this. I had to do it.

Mr. Linder. I apologize, Mr. Chairman, for having been late.
The Chairman. You needn’t apologize. I was fully  aware of the 

conditions th at caused it.
Mr. Linder. I appreciate it greatly.
The Chairman. Thank you very much. The committee is ad­

journed.
(Whereupon, at 10:05 a.m., th e committee adjourned, to reconvene 

at 9 a.m. Thursday,  April 9,1964.)
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United States Senate. 
Committee on F oreign Relations,

Washington, D.G.
The committee met, purs uan t to recess, a t 9 :05 a.m., in room 4221, 

New Senate Office Build ing, Senator J.  W. Fulbr igh t (chairman) 
presiding.

Prese nt: Senators Fulb right and Symington.

O PEN IN G  ST A TEM EN T BY  T H E  C H A IR M A N

The Chairman. The committee will come to order.
We are very pleased this  morning to have the Secretary of the 

Treasury, Mr. Dillon, as our witness.
Mr. Secretary, you know that we are operating under  rather unusual 

circumstances in the Senate  and th at is why we have to call these early 
meetings, and also why there  are not many of my colleagues here. 
Nevertheless we think it worthwhile to make the record for reference 
by the committee and for  the information of the public.

We are very pleased tha t you were willing to come here and discuss 
the responsibilities of  the  Treasury  Department  in administering sev­
eral statutes  which have considerable bearing on East-West trade, 
and also to have the benefit o f any other  observations tha t you care 
to make.

STATEMENT OF HON. DOUGLAS DILLON, SECRETARY OF THE 
TREASURY

Secretary  Dillon. I am glad to, Mr. Chairman.
My statement describes the role of the Treasury Department and 

there is attached to i t a technical analysis. Since the  details of what 
we do are quite complicated, I would like to submit the technical 
analysis for the record.

RE GULA TI ONS ADM IN IS TE RED BY  TR EA SU RY

The Chairman. Yes, indeed; it will be received.
Secretary Dillon. The Treasury Department administers  three 

sets of regulations which have a bearing on East-West trade.
These are the Foreign Assets Control Regulations,  the Cuban Assets 

Control Regulations, and the Transaction Control Regulations, all 
of which were issued unde r the authority of section 5 (b) of the Trad­
ing With the Enemy Act.
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The first two sets of regulations affect East-West trade  by proh ibit­
ing, except pursuant to license, all commercial and financial transac­
tions with Communist China, North Korea, and Cuba or the nationals  
thereof and also with respect to their products no matter where 
located.

The Transaction  Control Regulations deal with the purchase and 
sale by Americans and American-controlled firms of strateg ic com­
modities located outside the United States  i f the intention is ultimate 
delivery to the European Soviet bloc or North Vietnam.

FORE IGN ASSETS CONTROL REGULA TIONS

The Foreign Assets Control Regulations were issued on December 
17, 1950, to implement the U.S. policy of a tota l embargo on all finan­
cial and commercial dealings with Communist China and North  Ko­
rea, including both exports and imports, except pursuant  to license. 
The control of exports from the United States  to these areas is actu­
ally exercised by the Department of Commerce under its export con­
trol regulations , since the Treasury Department's  Foreign  Assets 
Control Regulations contain a general license p ermi tting  any export 
directly to those areas which are licensed by the Department of 
Commerce.

As a practica l m atter, under both Treasury and Commerce De part­
ment regulations only publications move between this country and 
Communist China and North Korea.

All imports from Communist China and North  Korea are pro­
hibited by the Foreign Assets Control Regulations, the provisions of 
which also extend to goods regarded as presumptively  Chinese or 
North  Korea. Because of transsh ipment  possibilities these restric­
tions affect imports of certain commodities from the Soviet bloc such 
as certain ores; tin  and antimony are examples, textiles and animal 
hair.

The Foreign Assets Control Regulat ions also extend to American- 
controlled firms abroad. It  is not the Treasury Departmen t’s policy 
to license exports  by such firms to Communist China or N orth Korea 
except for overriding foreign policy considerations.

Only two exceptions have been made, one for woodpulp and one 
for secondhand diesel locomotives, and in neither case was the trans­
action actually consummated. American-controlled firms abroad 
equally may not import prohibited merchandise.

CUB AN ASSETS CONTROL  REG ULATION S

The Cuban Assets Control Regulations, issued on July 8, 1963, are 
essentially parallel to the Foreign Assets Control Regulations. Thus, 
trade between the United  States and Cuba is limited to exports of 
publications and certain foods and medicines tha t have been au­
thorized by the Commerce Depar tment  and to licensed imports  of 
publications.

However, in the case of Cuba most American-controlled subsidiaries 
abroad have been authorized for foreign policy reasons to engage in 
trad e with Cuba in non-U.S. origin goods. As a matter of fact, such 
firms, except for exports of foods and medicines, are not known to 
be trading with Cuba.
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TRANSACTION CONTROL REGULATIONS

The Transaction Control Regulations were issued on June  29, 1953, 
at the request of the interdepartmental Economic Defense Advisory 
Committee (commonly referred to as ED AC) as a par t of the U.S. 
efforts in the international ly agreed control of s trategic  commodities. 
These controls are in addition  to the controls exercised by the Com­
merce Department over direct exports from the United States  to the 
Soviet bloc and North  Vietnam.

They prohibit, unless licensed, any person within the United  States, 
and foreign firms controlled by such persons, from purchasing or 
selling or arranging the purchase or sale of strateg ic commodities 
located outside the United States for ultimate  delivery to the Eur o­
pean Soviet bloc. The coverage of these regulations is restricted to 
those commodities which are listed as strategic by international  agree­
ment through the Consultative Group Coordinating Committee (gen­
erally known as COCOM). Treasury decisions on requests for licenses 
are refe rred to EDAC for advice, which is invariably followed by the 
Treasury.

REGULATIONS APPLIED TO PATENT AND TECHNICAL DATA

In 1954, at EDA C’s request, the Treasury interpreted its Foreign  
Assets Control Regulations and Transaction Control Regulations to 
apply to patent  and technical data  licensing agreements whereby the 
foreign licensees agreed not to ship anything produced abroad with 
the American know-how to Communist China or North  Korea in the 
absence of a Treasury license.

Similarly , the foreign  licensees agreed not to sh ip anyth ing on the 
internationally  agreed strateg ic lists to the European Soviet bloc or 
North Vietnam in the  absence of a Treasury license. This control was 
trans ferred to the  Departmen t of Commerce very recently, on Apr il 1, 
1964.

ADMINISTRATION OF CONTROLS OVER FOREIGN ASSETS AND FINANC IAL 
TRANSACTIONS

To sum up, Mr. Chairman, the Treasury has been given the au­
thori ty and delegated the function of administering controls over 
foreign assets and financial transactions where necessary to protect 
U.S. national security interests, since such controls can have an impor­
tan t effect on the interna tional  financial position and policies of the 
United States.

However, in the administration of these regulations  the Treas­
ury acts essentially in an ope rating role rath er than in a policymaking 
role. Determinat ions with respect to types and amounts of goods 
which are strategic and the U.S. position in international consultations 
on the admin istration of international  controls of such commodities 
are made by those members of EDAC  who have qualified experts on 
these subjects.

Where questions of foreign policy arise in connection with the 
administering of these regulations, we are largely governed by the 
views of the Department  of State.

Of course, if any contemplated measures or actions would be c al­
culated to have a serious adverse effect upon the international finan-
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cial position of the United States, the Treasury Department would 
play a major role in the consideration of such a question.

VI EW S ON  BROAD EC ON OM IC IM PL IC A T IO N S OF  EAST -W ES T TRA DE

Aside from the Treasury's responsibil ity in administering foreign 
assets regulations, as Secretary of the Treasury and from my previous 
Government service, I am interested in the broad economic implica­
tions of trade with the Soviet bloc.

In this area I will only say that  nonstrategic trade  with the Soviet 
bloc on normal commercial terms can be fully as beneficial to the 
United States as to the bloc. I favored such trade d uring my 4 years 
in the State  Department, and I  continue to favor it today.

It  is my opinion t ha t the balance-of-payments benefits to the United 
States of the recent wheat sales to the Soviet Union were fully  as 
impor tant, probably more so, to the United  States as any benefit 
tha t the acquisition of American wheat may have brought to the So­
viet Union.

Contrariwise, I do not now and never have favored the grant of 
long-term credi t to the Soviet Union. Any credit of over 5 years, 
the standard agreed upon by the Berne Union as covering normal 
commercial practice, would in my view be detrimental to our in­
terest.

I will be glad to expand upon these personal views in answer to your 
questions.

TR EA SU RY  DEPA RTM EN T ST A TEM EN T ON  EA ST -W ES T TRADE

(The  Treasury Department analysis follows:)
T he  Role of th e Treasury Department in  E ast-West Trade

The Treasury Department presently adminis ters three sets of regulations 
which have a bearing on East-West trade.  These are (1) The Foreign Assets 
Control Regulations. 31 CFR, par t 500, (2) The Cuban Assets Control Regula­
tions, 31 CFR. part  515, (3) The Transaction Control Regulations, 31 CFR, part 
505, all of which were issued under the authority  of section 5(b) of the Trading 
With the Enemy Act, as amended (50 U.S.C. App. 5( b) ),  and Executive Order 
9193. Section 5(b)  of the Trading With the Enemy Act in effect au thorizes the 
President or his delegate, during time of war or national emergency, to investi­
gate, regulate, or prohibit all commercial and financial transactions by persons 
subject to the jurisdic tion of the United States  with foreign countries or the 
nationals of such countries or wi th respect to any property subject to the jur is­
diction of the United States in which such countries or their  nationals have any 
interest.  Executive Order 9193 is the delegation of this authority to the Secre­
tary of the Treasury.

It  should be noted tha t Yugoslavia is not trea ted under any of the above regula­
tions as par t of the Sino-Soviet bloc. North Vietnam is included within this 
term but is not subject to the total embargo on Communist China, North Korea, 
and Cuba.

(1 )  foreign assets  control regulations
A. General

The Foreign Assets Control Regulations, issued on December 17, 1950, imple­
ment the U.S. policy of total embargo on all financial and commercial dealings 
by persons subject to the jurisdiction of the United States with Communist 
China or North Korea.
B. Exports from the  United States

There is dual jurisdict ion in the Treasury  and Commerce Departments over 
exports from the United States to Communist China or North Korea. To avoid 
overlapping, the Treasury Department  has issued a general license (sec. 500.533
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of the regulat ions) which authoriz es all transaction s incident to any export 
directly from the United States  to Communist China or North Korea provided 
tha t the export has been licensed by the Commerce Department. It is our under­
standing tha t the Commerce Department licenses only publications, the personal 
effects of departing travelers, and dead bodies to be exported to those destinations.

C. Imp orts into the United State s
Section 500.204 of the regulations prohibits all unlicensed imj>orts into the 

United States of all Communist Chinese and North Korean merchandise. Proc­
essed forms of such merchandise, as distinct from manufac tured forms, a re also 
subject to this prohibition, no matter in w hat country the processing takes place. 
The import prohibition of the  regulations extends to goods regarded as presump­
tively Chinese, i.e., goods of tradi tiona l Chinese type and goods which had 
principally been imported into the United States from mainland China before 
the effective date of the regulations, no mat ter in what country they may be 
located. It  also extends to cer tain  o ther commodities which have been located in 
Soviet-bloc countries (an d Hong Kong and  Macao) since such countries are re­
garded as likely channels through  which the Communist Chinese would try to 
sell such items to the United States. Goods affected by the above prohibitions 
are licensed for importation only on presentat ion of satisfa ctory  evidence tha t 
there has been no Communist Chinese or North Korean interest in the goods 
since December 17, 1950.

Insofar as trad e with the European Soviet bloc is concerned, this prohibition 
of th e regulations has principally affected texti les, certain  metals and minerals, 
and animal hair. Some of these commodities have been susceptible to licensing, 
e.g., cashmere and camel hair,  on the basis of physical identification; others, 
such as antimony, t in, and tungsten, have not.

It  should be noted tha t not only are unlicensed imports into the United 
States of the above-mentioned types of commodities prohibited, but also al l other 
dealings in any such commodities which are located abroad.

D. Exports and imports by American-controlled firms abroad
Under the Foreign Assets Control Regulations, foreign firms which are con­

trolled by Americans, e.g., branches, subsidiaries, agents, certain licensees 
(see (4 ) below), etc., are prohibited, as are the parent firms, from exporting 
to Communist China and North Korea, regardless of the origin of the goods 
involved and whether or not the goods are  strategic. It  is not the Treasury  
Department’s general policy to license such exports. In two instances licenses 
have been issued for foreign policy reasons, but in neith er instance was the 
license utilized. These cases involved woodpulp and secondhand diesel loco­
motives, nei ther of which is regarded by COCOM as strategic.

The prohibitions on importa tions of (and  other dealings in)  Communist 
Chinese and North Korean merchandise and the other types of merchandise de­
scribed in C above are applicable to foreign firms which are controlled by Ameri­
cans.

(2 ) CUBAN ASSETS CONTROL REGU LATIONS

The Cuban Assets Control Regulations, issued on July 8, 19(13, replace the 
previously exist ing Cuban Impor t Regulations. (In  addition to the authority of 
sec. 5( b ) of the Trading With the Enemy Act. these regulations are also issued 
under Proclamation 3447, which was issued under sec. 02 0( a) , Public Law 87- 
195.) The Import Regulations, issued February 7, 1962, prohibited imports into 
the United States of all goods of Cuban origin and, as amended on March 23, 
1902. also prohibited imports of goods (e.g., cigar s) made in third  countries wi th 
Cuban components.

Essentially, the Cuban Assets Control Regulations are parallel to the Foreign 
Assets Control Regulations in tha t they prohibit all unlicensed financial and 
commercial transac tions by Americans with Cuba or nationals thereof. Exports 
to Cuba t hus are limited io those authorized by the Commerce Depar tmen t It 
is ou r understanding that,  in add ition to publications, the Commerce Department 
licenses medicines and certa in nonsubsidized foods to be exported to tha t desti­
nation. With respect to imports, the Cuban Assets Control Regulations differ 
from the Foreign Assets Control Regulations in tha t there is no list of pre­
sumptively Cuban goods as there is in the case of China. This is because the 
nature  of our past trad e with Cuba was such tha t imports of goods of Cuban ori­
gin could be controlled witho ut a list of this type. Further, there  is no manu­
facturing-processing distinction in the Cuban Assets Control Regulations. The

30 -6 42 —64—p t. 1 14
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import prohib itions here extend  to all  commodities containin g Cuban com­
ponents.

The Cuban regu lations conta in a general license (sec. 515.541) under which 
American subs idia ries  abroad (other  tha n banks) are  authorized to sell non- 
Il.S. origin goods to Cuba and to buy (or  otherwise deal in) goods from Cuba. 
This general license was issued at  the State  Depar tme nt’s request for foreign  
policy reasons and on the understand ing th at  American subs idia ries  abroad were 
on a voluntary  basis abst aining from tra de  with Cuba. (To the  best  of our 
knowledge only nonobjectionable shipments of foods and  medicines have taken 
place.) The export of stra tegic goods to Cuba is no t excep ted from the  privileges 
of the general license  because the  Sta te Dep artm ent  fel t to do so might  jeopar d­
ize the  informal cooperation we were receiving from our allies in cont rolling 
shipments of str ategic  goods to Cuba. (F or  the same reason , sales to Cuba are  
not affected by th e below-described T ransac tion Control  Regulations.)

(3 ) TRANSACTION CONTROL REGU LATIONS
.4. General

The Transactio n Control  Regulations were issued on Jun e 29, 1953, a t the re­
ques t of the Economic Defense Advisory Committee (EDAC) as a pa rt of the 
U.S. efforts in the inte rna tional ly agreed  contro l of s tra teg ic commodities. These 
regulations are  in addi tion to the controls exercised by the  Commerce Depar t­
ment over direct  exports  from the United Sta tes to the Soviet bloc. They pro­
hibit, unless  licensed, any person within  the  United States from purchasing  or 
selling  or arrangin g the  purchase or sale  of stra teg ic commodities located out­
side the United  Sta tes  for  u ltim ate  del ivery  to the European  Soviet bloc or North 
Vietnam. The prohibitions apply not  only to domestic  American corporations 
but also to the ir foreign subs idia ries  and  to other foreign firms owned or con­
troll ed by persons normally resident  in the  United States. The regu lations were 
intend ed to fill a gap in U.S. controls und er which tra de rs in the United States, 
withou t viola ting any U.S. regulation, could arrange  transactio ns whereby st ra ­
tegic goods would reach the  Euro pean  Soviet  bloc and North Vietnam eit he r in 
contraventio n of o ther co untr ies’ secu rity  controls, t hrough  loopholes in the exi st­
ing contro l system, or v ia countr ies w itho ut a dequate  controls.
B. Coverage

The coverage of the Transaction Control Regulations is re stri cted to those com­
modities which are  inte rna tional ly agre ed to be s tra teg ic (th e COCOM lis t) and 
as fa r as U.S. s tra teg ic lis ts are concerned, these commodi ties may be iden tified 
a s :

(a ) those which app ear  on Commerce Depar tme nt’s Posi tive List  of Controlled 
Commodities and  which are identif ied on th at  lis t by the  symbol A in the  col­
umn headed “Commodity lis ts’’ (15 CFR  399) ; (6) those commodities which 
app ear  on the Munitions lis t issued  by the  Sta te Dep artm ent’s Muni tion’s Lis t 
Board (22 CFR, pt. 121-128) ; and  (c) those commodities which appea r on the 
Atomic Energy Commission’s li st (10 CFR, p t. 30, 40, 50, and 70).

On the  recommendation of the House Select Committee on Export Control 
(the Kitcl iin committee)  in 1962, we conducted a survey to ascerta in whe ther  
shipments by American subsidiarie s abroad  to the  Soviet bloc of strategic  com­
modit ies under U.S. un ila teral control , bu t not  u nder COCOM embargo and  thus 
not subject to the  transactio n contro l regu lations, were  signif icant enough to 
make extension of the Tre asu ry Depar tme nt regu lations app ear  desirable. Of 
the over 1,000 replies we received it was  dete rmined th at  only 9 of these firms 
engaged in such trade.  The total  of thi s tra de  in 1961 and 1962 was about $13 
million, of which $12 million was  in the form of grain-or iente d silicon steel 
sheets used in elec tric  transform ers . In view of this sub stantial evidence that  
tra de  by American subsidiarie s abroad  with the Soviet bloc in noncontrolled, 
stra tegic commodities was insignificant , the  transactio n contro l regu lations were 
not extended to include such commodities.
C. Sta tist ics

For  the period  from Janu ary 1, 1963, through  March  31, 1964, 45 applications 
for licenses und er the  transa ction  control regu lations were  filed, of which 41 
were approved in whole or in par t. The prin cipal types of commodities involved 
were communicat ion and navigat ion equipm ent, electronic equipment , and  com­
puters.
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D. Licencing procedure
The substance of the application is forwarded to EDAC working group I for 

advice. That  committee arranges for a technical evaluation, and then gives 
the case policy review. The Treasury Department does not attend the technical 
group’s meeting. At the policy review meeting, this Department’s role is con­
fined to—

(а) Clarifying any questions the committee may have as to the precise 
impact of Treasury Department controls on the proposed transa ctio n;

(б) Providing available information as to the applicant, other parties to 
the transaction , etc. ;

(c) Obtaining from the applicant any fur the r data  the committee may 
des ire;

(d) Otherwise attempting to expedite for the applicant’s benefit the com­
mittee’s consideration of the case; and

(e) Asking questions to obtain clarification of statements by committee 
members concerning the  case.

The Treasury  Department consistently does not vote on cases before the com­
mittee, and, in fact, is not a member of working group I. When the committee’s 
advice is received, this Department then either approves or denies the applica­
tion in accordance with the committee’s recommendation.

(4 )  PA TE NT  AN D TE CH NI CA L DATA  CONTROLS

In 1955, the Commerce Department relinquished much of its control in the 
area  of technical data  and the products thereof, for various reasons. EDAC 
then asked the Treasury Department to interpret its transaction control regula­
tions as applying to shipments made to the Soviet bloc of strateg ic goods produced 
by foreign firms under license from American firms. We also felt it necessary 
to interp ret similarly the foreign assets control regulations as applying to ship­
ments of all goods to Communist China and North Korea produced by foreign 
licensees of American firms. It  was understood tha t the assumption of control 
in this area by the Treasury Department was to be undertaken on an interim 
basis, until the Commerce Department was able to reassert its primary jur is­
diction in thi s field.

The Commerce Department has now amended its export control regulations 
governing the export of patent information and technical data  from the United 
States. Accordingly, licensing agreements executed after April 1, 1964, will be 
subject to Commerce Department regulations but not to Treasury Department 
regulations. Also, where there is a continuing flow of technical data  a fter April 
1, 1964, under preexisting licensing agreements, the Commerce Department will, 
in most instances, acquire jurisdiction. As a result, with some minor tran si­
tional problems, the Treasury Department’s role in this area after April 1, 1964, 
will be minimal.

One of the major differences tha t resul t from this transfer  is tha t under 
Treasury Department administration of these controls, no products whatsoever 
produced with the licensed technology could be sent to Communist China or 
North Korea while under Commerce Department controls only those items on 
the positive list and the Polish GRO exception l ist are  covered. While this is 
technically a relaxa tion (and has been so described in some news repo rts) , it 
should be noted tha t in fact  the only products tha t will be allowed to be sent 
to these destinations under Commerce Department regulations  are those which 
are not considered to contribute to thei r military or economic potential. An­
other difference is that the Commerce Department regulations are  applicable 
to Cuba (to the same extent as to Communist China and North Korea) whereas 
the Treasury  Depar tment’s never were (in order to be consistent with the gen­
eral license issued to American-controlled subsidiaries as described in (2) above). 
In other respects, the Commerce Department restric tions are basically the same 
as those the Treasury Department had been applying.

WHE AT  SALE B EN EF IT TO T II E  UN IT ED  STATES

The Chairman. Thank you, Mr. Secretary.
I must say that these regulations are ra the r complex.
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I would th ink a businessman would have some difficulty in being 
sure that he could follow all of these regulations to the letter.

Your last statement about the wheat sales is very clear and, I think, 
a very beneficial one.

If  I understand you correctly, you said the sale was certain ly as 
beneficial, if not more so, to us than it was to the Russians ?

Secretary Dillon. I actually think it was more so to us. Our bal­
ance of payments will benefit from the Soviet deal by about $125 mil­
lion when it is completed. That is a very real benefit. About two- 
third s of it has already been paid—all been paid in cash—and so that 
has been of  help to  us.

SOVIE T GOLD SALES

The Chairman. I noticed this morning ’s paper carried a small item 
tha t the Soviets had sold, I  think it was, 14 or 15 tons of gold in Pari s 
yesterday.

Secretary  Dillon. They have been selling recently through the Lon­
don market—where all the gold tha t they sell eventual ly goes—quite 
actively in recent times. By tha t I mean, since March. They have 
probably sold $250 million, at least, in tha t period.

The Chairman. Since March ?
Secretary  Dillon. Since early March; yes.
The Chairman. Well, tha t is overall, but whether it comes directly 

to us or not, these sales are beneficial to the West.
Secretary Dillon. It  is very beneficial and, of  course, las t year the 

general gold situation was helped by the fact tha t the Soviets, instead 
of selling a usual $225 or $250 million, have sold about $500 million 
in the world markets, mostly in London, and-----

The Chairman. How much ?

sales increased western gold reserves

Secretary Dillon. About $500 million, and largely—about twice 
thei r normal sales—and largely, as a result of that , according to a 
report by the Internationa l Monetary Fund  which was just  issued, 
the gold reserves of the free world increased last year by $860 million. 
This is the largest increase since the war in any one year. It  was not 
only due to  the Soviet sales but also to the fact tha t there was greater 
confidence in currency so there  was less priva te buying and also some­
what grea ter gold production from South Afri ca which was released 
in the market. But the combination of these things increased the free 
world gold reserves more than two and a half times or, as much as the 
year earlier.

So, tha t was very good for the international payments situation, 
and it is one reason why the U.S. gold losses were only $460 million 
last year, the smallest that we have had ever since 1957.

The C hairman. The smallest?
Secretary Dillon. Yes.
And so far this  year, we have gone through a whole quart er and 

lost only $55 million, which is very good.
The Chairman. Tha t is a grea t improvement over any year in the  

last 5 years, isn’t it?
Secretary Dillon. Yes.
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The Chairman. So this addition to the reserves of the West con­
tributes  a grea t deal to the liquidi ty of our whole interna tional  
payments situation , both for us and our allies, doesn't it?

Secretary Dillon. Th at is correct. It  does help.

EXPORT-IM PORT  BANK'S GUARA NTE E OF CREDITS

The Chairman. Yesterday, we had the Chairman of the Board of 
the Export- Imp ort Bank. Do you feel th at it is in our interest for 
the Export- Import Bank to guarantee credits for, as you call it, the 
normal trading terms of up to 5 years ?

Do you th ink it is to our interest to  have the Export- Import Bank 
perform this funct ion ?

Secretary Dillon. I think to the extent tha t other countries are 
going to t rade in this way in nonstrategic items, I see no reason why 
our business people should be denied tha t marke t and that  oppor­
tunity.  It  would be helpful  to our balance of payments and, there­
fore, I personally thin k that this  is in our interest. Under the law, 
as presently written, the President  has to make a specific finding 
before the Exp ort -Im por t Bank can do this and he has so found for 
the export of a gricultural products. But he has not  been asked to so 
find for other exports  because there don’t seem to be any such tr ans ­
actions that  have come up.

I would think that if there were any substan tial transact ions in­
volving normal nonstra tegic items tha t required 3- or 4-year credit, 
tha t i t would be to our advantage to give th at credit.

DE TERM INAT ION OF STRA TEGIC ITEM S LIST

The Chairman. If  I understand it correctly, the Treasury plays 
no part in determining what is a stra tegic item; is tha t correct ?

Secretary  Dillon. No, we leave tha t to the experts.
The Chairman. Who are the experts ?
Secretary Dillon. The State  Department entel’s into this, but the 

primary experts are in the Defense Department, the Commerce De­
partment, and also to some extent the Centra l Intelligence Agency.

The Chairman. This  is a very difficult question, this question of 
whether we will permi t sale of, say, a plan t tha t makes nylon. Such 
a p lant is importan t for ordinary commercial usage but is possibly of 
some strategic significance because i t can be used to make parachu tes 
and other items of military equipment.

This troubles the Commerce Department a great deal, doesn’t it?
Secretary  Dillon. Well, the problem from the Commerce Depa rt­

ment’s point of view is th at things of this nature are not included in 
the list of strategic items which has been agreed by negotiation, but 
the lis t is more stric tly limited to possible direct mi litary applications.

In addition  to that the United  States, on it s own, does deny items 
of advanced technical know-how that they think might help the eco­
nomic potential of the Soviet Union. Now, the other countries don't 
agree with that philosophy, and only try  to withhold from the Soviet 
Union things tha t would help the ir military potentia l. So there is 
a difference there.

We had felt  tha t as f ar  as the major economic items, t ha t this  was 
useful. But  the problem comes in deciding whether we really have
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control over a  pa rticu lar invention or a part icular process or whether 
the identical process or one nearly identical is readily available in 
other European, Western European, countries and is available for sale 
to the Soviet I nion. If  t hat  is the case, our refusing  to sell merely 
means that  the Soviets would buy from the other European countries, 
and so I think  tha t is what gives the real trouble  to  the Department 
of Commerce. It  is the difficulty of making a decision whether our 
process which may be slightly different from the European process 
is enough better to warran t denying it to the Soviet Union and deny­
ing the sale to our American manufacturer. Tha t is a close decision 
which the Department o f Commerce has to make in conjunction with 
advice from the Defense Department  and Central Intelligence Agency 
and the State Department , and I think  tha t does give them trouble. 
But it  is a complex area.

EN FO RCEM EN T OF  CO NT RO LS OVER AM ER IC A N SU BS ID IA RI ES

The Chairman. You sta ted, I believe, that a foreign subsidiary of 
an American company is prohibited from selling even though the laws 
or policies of the country in which it operates allow i t to trade.

I low do you enforce any such regulation ?
Secretary  D illon. We enforce i t against the parent company. The 

foreign assets control regulations apply to trade in this  area with 
North  Korea and Communist China. In the case of Cuba the  Cuban 
assets control regulations apply only to subsidiaries abroad which 
are shipping companies, and to banks. All other American-controlled, 
foreign subsidiaries are allowed; for foreign policy reasons, by gen­
eral license to trade  with Cuba but none of them have chosen to do 
so so far  as we know.

EFF ECTIV ENESS  OF CO NT RO LS OVER AM ER IC AN SU BS ID IA RI ES

The Chairman. Do you think these controls have been effective 
in preventing any business being done with North Vietnam, for 
example?

Secretary Dillon. Well, actually, as far as we know, there is no 
business being done with North Vietnam. Our foreign assets control 
regulations do not apply to North Vietnam although the transactions 
control regulations do. Logically, I don’t know why they don't. 
When tha t situation first arose, there was no trade  between North 
Vietnam and the United States, and the State Department felt tha t 
it would probably lie lietter not to lump North Vietnam into the same 
barrel with Communist China, so they never did apply our foreign 
assets control regulations to that area.

The Commerce export controls apply there so tha t they can’t buy 
any s trategic goods from the United States, and Treasury  transaction 
controls regulations prevent them from buying strategic goods from 
U.S. subsidiaries abroad but the overall Treasury financial controls 
do not apply. However, we know of no business that is being done.

The Chairman. In spite o f th at  you know of no business?
Secretary Dillon. None.
The Chairman. On the whole, do you think these controls with re­

gard to our companies abroad are effective ?
Secretary Dillon. They certain ly have been effective because there 

have been no transactions  with Communist China and North Korea.
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I don't  know quite how much there  would have been anyway, because, 
as I mentioned, there were two instances, when for overrid ing foreign 
policy reasons we did gran t licenses. Those were both cases of subsidi­
aries in Canada,  and in both cases, afte r the license had been granted, 
the Chinese chose not to go forward with the t ransaction so it is some 
indication tha t preliminary inquiries by the Chinese were designed 
primarily  to cause trouble between the United  States  and Canada 
rather than actually to buy the items in question which were not pur­
chased. So, I don’t know whether—if we had no regulations—the 
Chinese would have bought much anyway. Certainly it has prevented 
it, and it has prevented imports. That is the key thing  th at it does. 
Tha t is the place, I  think tha t the Communist Chinese have tried to 
increase their  export earnings, and we have denied them markets in 
the United States.

EXPORTS OF COMMUNIST CHINA

The Chairman. What do they have to export ?
Secretary  Dillon. They have tin, they have antimony, they have 

certain textiles, they have cashmere, animal fibers, things  of that  
nature.  They have certain pig bristles tha t go into brashes—paint 
brushes—things of t ha t natu re. I don’t th ink it is any great quantity. 
But  the ir big exports to the  Soviet Union have been—one of their big 
exports has Been food—it has been rice and obviously they wouldn't 
sell rice to the United State s because we produce plenty.

QUESTION OF WHETHER  CERTAIN PROHIBITIONS ARE IN  U.S.  INTEREST

The Chairman. Yes.
I wish to adver t a moment to the question you have just  discussed 

about prohibiting  American firms, whether they are located here or 
abroad, f rom sellmg, for example, enti re plants in which I  understand 
the Russians are interested. Thei r competitors in Western Europe 
are allowed to sell such plants, so how is th is in the national interests 
of the United States  ?

Secretary Dillon. Well, the only time tha t prohibition would take 
effect would be if the Department of Commerce decided, with the pa r­
ticu lar thing in mind, tha t U.S. technology was so fa r advanced over 
the European technology tha t it had special value and the European 
plan t wouldn’t be as useful. If  they are generally identical, the De­
partm ent of Commerce, I  understand it, does not prohibit tha t sort of 
export.

PROBLEM OF TRADE WITH  U.S.S .R. IN  CREDIT TERMS

The real problem of  t rad e with the Soviet Union is th at for trade 
in any very substantial quantities they want long-term and relatively 
low interest rate credits. They have difficulty gett ing them, and cer­
tainly I don't think tha t it is to our in terest to give them to them. It 
approaches a question whether it is aid or whether  it is actual commer­
cial transactions, and we certainly  don't want to be in the business of 
aiding the Soviet bloc.

Four years ago, when I had conversations in the S tate  Department 
with Mr. Mikovan durin g the visit here of Mr. Khrushchev in 1960, 
they made it perfectly clear tha t while they thought trade could be 
substantially expanded it would have to be on a long-term, low-interest 
credit basis. We made it perfectly clear tha t tha t was not possible,
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at least, until they had settled the lend-lease debt which they owed the 
United States, and they said they were not interested in set tling that.

STAT US OF LEND -LE ASE SE TT LE ME NT

The Chairman. What  is the status  of the lend-lease settlement ? 
Didn’t they at one time offer to pay some $400 million?
Secretary Dillon. 300,1 think, they  offered to pay. That was the ir 

final offer. We had asked 800, so we were tha t much apar t. As I  re­
call, the  total amount which we had  was around $2 billion—maybe a 
little  more—in civilian-type  commodities that would have peacetime 
utili ty to the  Sovie t Union. This did not include any m ilitary equip­
ment which we did  not attem pt to charge for at all. They did offer 
at one time—in the very early fifties—about $300 million which we did 
not think was adequate because it was fa r less than settlements we had 
made with all the other countries that  we had lend-lease with. We 
wanted $800 million and this just  foundered on that difference.

The Chairman. There are no negotiations  going on about i t ? 
Secretary  Dillon. Xo. We were—we often said we would be glad 

to undertake such negotiations and it became very much of a question 
in 1960, and we were ready to undertake them without prejudice but 
the Soviets were not interested in talking about it even.

QU ESTIO N OF ADVANTAGE OF BILATERAL TRADE AGREE MENT W IT H U.S.S .R.

The Chairman. Do you see any advantage if we had a bilateral  
trade  agreement with the Soviet Union?

Secretary  Dillon. Not. particu larly.  I think  tha t all that means 
is tha t they would agree to buy certain things from us and supply 
us with  certain things. They have been able to make those bilateral 
agreements largely in Europe. They supply largely oil, which we 
certainly  don’t want to buy. They supply coal which we don’t want 
to buy. They supply timber which I doubt if we want to buy from 
the Soviet Union with our quantities, and the quantities we get from 
Canada. Tha t has been one of the problems of finding two-way 
trade in any very substantial amount with the Soviet Union except for 
cash on a multil ateral  basis because the exports tha t the Soviet has 
available in large quantities, except possibly for manganese, are types 
of things that  the United States has plenty of itself. We do buy 
some crabmeat, and things of that nature, but they are very minor in 
total  overall trade.

NO CONTROL OVER RESALE OF NONST RAT EGIC GOODS TO U.S.S.R.

The Chairman. As a practical matte r, is there anything we can do 
about a situat ion where a purchaser of nonstrateg ic goods from us 
resells them to the Communist bloc, assuming-----

Secretary Dillon. If  it is a foreign purchaser, we can’t do any­
thing  about it. But if it is p art of an agreement with an American 
to do this, we could look at the facts of the situation , and if this was 
just a corridor we could prosecute the American for helping to work 
a scheme like this. This would only apply to the sale to Communist 
China. It  doesn’t apply to the Soviet bloc.

The Chairman. Any foreigner  can buy nonstrateg ic goods from 
us and resell them to the Soviet bloc ?
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Secretary Dillon. Th at is right.
The Chairman. And there is no inhibition upon that.
Secretary Dillon. No.
Of course, tha t was the question when this wheat deal came up 

because the Soviets had been buying substantial quantit ies of flour 
from both Germany and Ita ly which had been made into flour out 
of American wheat, which we had sold to the German and Ital ian 
Hour mills so it  seemed rather foolish not to make the sales directly 
ourselves and get the ful l benefit.

license for sale to china of wood pulp and locomotives

The Chairman. You mentioned in your  statement the sale to China 
of wood pulp and secondhand steam locomotives. This didn't go 
through, but nevertheless you gave a license for the sale.

Secretary  Dillon. We gave the license for it and, as I  said in my 
oral testimony, the Chinese just never consummated the transaction so 
there was some doubt whether they were real bona fide desires to  buy 
these things  or whether  they just  stirred up the inquiry to make 
trouble between ourselves and Canada.

It is something you can never prove. They sta rt negot iating  with  
the company, once the license is issued, and then say they don 't like 
the price or don't like the credit terms and the transac tion falls 
through and you can't tell whether tha t is the real reason or whether 
they had no intention  in the first place of consummating the trans­
action.

The Chairman. Wh at was the justification for giving them a license 
at all?

Secretary Dillon. Fore ign policy reasons. The State  Department 
felt there were overr iding policy considerations. In the case with 
Canada, the Canadians felt  tha t they could make sales of this nature  
and this was a matter that was an infringement on their  sovereignty 
to some extent and hu rt the ir economy. This became quite an issue 
in the late fifties. An agreement was reached with the Canadian 
Government tha t in any case where there was a bona fide possibility 
of sale from Canada to Communist China of nonstrategic commodi­
ties which could not be supplied except from an American subsidiary 
because there weren't any other Canadian companies competitive in 
the business, tha t we would grant such licenses if requested by the 
Canadian Government, and tha t was the case with the wood pulp 
and the diesel locomotive. There was such a request.

But since tha t policy became effective, and became known, there 
haven’t been any other requests from Canada, so I imagine this trade  
with Communist China has turned out not to be as profitable in this 
general area as they had  expected a lthough  they have sold a lot of 
wheat to China and have been paid for it.

The Chairman. Do you know whether or not they have been totally 
paid for it ?

Secretary  D illon. They are being paid for  it on time. They have 
sold it on about 18-month credit. They started more than 3 years 
ago, and they sold every year. They are being paid for it.

The Chairman. Does the Senator from Missouri have a question?
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IM PO RT ANCE IN  U .8 . EC ON OM Y OF  PR OFI TS  AN D VO LU ME SALES

Senator Symington. Thank you, Mr. Chairman.
Mr. Secretary, it is a privilege, as always, to see you. I am not 

necessarily taking any position, but want to understand this matter 
better.

Isn’t it a fai r statement th at in our way of l ife the source for taxes 
is income including profits?

Secretary Dillon. The sources of what ?
Senator Symington. Taxes.
Secretary Dillon. Yes, tha t is largely so. We do have excise taxes 

tha t run to about $14 billion, and we do have inheritance and gift  
taxes, but they are relatively minor.

Senator Symington. I will rephrase it bv saying primary source.
Secretary  Dillon. The primary source, I would certainly agree.
Senator Symington. Then would you say the greatest incentive 

for obtaining normal profit is volume?
Secretary  D illon. I think volume of trade  at a fair  profit is righ t. 

The larger  the volume generally the lower the cost, so large volume 
is helpful. Tha t has been the essence of our mass production in this 
country.

Senator  Symington. In other words, the most pleasant  type of 
profit to make is overabsorbed overhead due to unexpected volume?

Secretary Dillon. I th ink that is correct.
Senator Symington. And generally tha t comes in the last 10 or 

15 percent of volume of sales ?
Secretary Dillon. You have been an industr ialist, I have not.
Senator Symington. You know a grea t deal about industry though, 

as well as many other things.
With those premises, I  am sorry I wasn’t here at the beginning of 

your presentation,  but have read it, if I may ask a few questions 
against your statement.

PU BLIC ATI ONS MOV ING BETW EE N U N IT E D  STAT ES  AN D CO M M U N IS T C H IN A  
AN D N ORTH KO REA

You say at page 3, as a practical matte r under both Treasury and 
Commerce Department regulations only publications move between 
this country and Communist China and North Korea.

By publications, you mean newspapers and magazines?
Secretary Dillon. Yes; we do allow those exports because it has 

been felt tha t th at is in our  national interest to get news. It  is similar  
to the Voice of America project. To get the facts available into China 
and North Korea so we are wil ling to sell our publications, and we are 
willing to buy thei r publications on a license basis for—so tha t we 
know what they are thinking  and this goes to students for technical 
reasons.

Senator  Symington. We could get those anyway throu gh Hong 
Kong and other countries?

Secretary D illon. No, not without a Treasury license.
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P R O H IB IT IO N  AG AIN ST  IM PO RTS  PRESU M PT IV ELY  OF C H IN E S E  OR NORTH  

KO RE AN  OR IG IN

Senator Symington. On page 3 you say that imports which are pre­
sumptively Chinese or North  Korean are restricted  to ores and metals.

Wouldn’t it be difficult to tell whether ores or metals did or did not 
come from China?

Secretary  D illon. Th at is why we res trict them. We will not buy 
any tin  from the Sovie t Union because we assume it comes from China. 
And this is a rath er complex area. It  is where a ^ood deal of actual 
work of the Treasury  takes place. We do have a list of a number of 
items that  are presumptively Chinese, but we do issue licenses if the 
importer can give good evidence that  they probably will not be Chinese 
in th is part icular case. We have agreements with a number of  coun­
tries bordering on China, and they give us information  which allow us 
to make those sort of findings, and tha t is a good deal of the routine 
work that takes place in the Treasury.

Senator Symington. Tin is prim arily what you a re thinking of?
Secretary  Dillon. Tin  is one o f the larges t ones tha t we have a 

pretty flat rule agains t acquiring. Anyway, we have enough tin .
Senator Symington. I don’t think we nave to worry much about 

tin. We have much tin. I have a bill to introduce today, if pos­
sible, authorizing  us to sell, over a period, 98,000 tons of  ti n we don’t 
need.

The price of tin is set by a cartel.
On page 4-----
The Chairman. Could I ask the Senator, didn’t I  see in the paper  

tha t the price of tin had been very high lately ?
Senator Symington. I t is cartel controlled. When you can control 

the price it generally moves up, not down.

RE ASON  FOR D IF FE R E N T  P OLI CI ES  A PPLY IN G  TO CU BA  AN D C H IN A

On page 4, I  notice we are more len ient with the Cubans than the 
Chinese. We also sell them certain foods and medicines. Why do 
we t rea t them differently ?

Secretary  Dillon. Th at has just  been decided for foreign policy 
reasons. They were closer to us for huma nitar ian purposes. But I 
don’t think actually much in the way of these foods and medicines 
actually moves. There was quite a bit o f i t in a move to Cuba wi thin 
the last 2 years but all of tha t was the food and medicine under the 
ransom program for the Bay of Pigs prisoners. Aside from th at, the 
Cubans haven’t bought any, although  the Depar tment  of Commerce 
would license it, under general license except for lard  which is under 
special license.

Senator Symington. You use the word “hum anitarian,” not geo­
graphical consideration.

Secretary Dillon. I thin k we are  more interested; “hum anitarian” 
is the real answer, yes.

Senator  Symington. Thank you.
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MEM BERS OF COCOM

On page 5 you talk about licenses which prohibi t the sale of strategic 
commodities. You talk about a stra tegic material  being defined by the 
Consultative Group Coordinating Committee, generally known as 
COCOM.

Could you tell us who is on that committee ?
Secretary Dillon. I can give you the list for the record, but it is in 

general the countries tha t are members of the NATO alliance.
(The list follows below:)

Cocom M em be rs hip

Belgium, Canada, Denmark, Federal Republic of Germany, France, Greece, 
Italy. Japan, Luxembourg, Norway, Portugal, the Netherlands, Turkey, United 
Kingdom, and the United States.

These are all the NATO countries except Iceland, plus Japan .

QU ESTIO N OF DE FININ G STRATEGIC MATER IAL

Senator Symington. Could you define what is strategic materia l?
Secretary Dillon. Well, they have been defined by the COCOM, by 

allies. 1 he State Department, I think, could furnish a list of stra ­
tegic items. Arms and ammunition are listed very clearly as one; 
atomic devices tha t could be used tha t way are another, and then 
beyond that the list goes into certain special types of machine tools that 
could be used fo r making cannons and rockets, special types of elec­
tronic things.

Senator Symington. Any machine tools?
Secretary  D illon. Not any.
Senator Symington. Almost any machine tools could be used in 

making a rifle or a cannon ?
Secretary Dillon. Yes. What I meant were special types of ma­

chine tools.
Senator Symington. Unipurpose machine tools?
Secretary Dillon. Yes, used only for stra tegic purposes and, there­

fore, put  on the list. But general purpose nuclear tools a re not in­
cluded.

GERMAN  TRADE W IT H  THE BLOC

Senator Symington. Well, thanks to the chairman some of us had 
a most interesting  meeting with the Germans the other day and I  was 
astounded a t the  effort and degree o f their trade  with the Communist 
bloc, which has been going on for years ; and obviously there is a moot 
question as to whether the materials would or would not be strategic.

Secretary  Dillon. They have never traded anything tha t would be 
strategic  by the definition tha t has been multila terally agreed to in 
COCOM. They have never violated that.  But I said earlier, I think, 
tha t there is a difference in concept. We have had a concept—and I  
think this has even been shown in the legislation by Congress—that 
anything tha t would help to strengthen the economy of the Soviet 
bloc was helping  them strategically, but the Europeans never agreed 
with that. Thei r concept of strategic is only something tha t is directly 
relevant  to mi litary  strength.
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DIFFERENCE  BETWEEN CONCEPTS OF STRATEGIC

Se na tor  Symington. Before you  came with the  Treasu ry  I had an 
experience. Th is Governm ent class ified  wha t was sold behin d the 
Cu rta in , but  the  facts were not  class ified  in Fran ce  and En glan d.  
Wh en we asked  ou r Gover nm ent  witness why  copper was sold hea vily 
to the  Sov iet  bloc, when the  agreem ent  was not  to sell copper,  the  
expla na tio n giv en us was i t wasn' t copp er ; it was c opp er wire.

Secre tar y D illon. You were righ t at  th at  time and we then mo di­
fied the  res tri cti on s an d took copper com pletely  off the  list  so it 
was----- -

Se na tor S ymington. We  ha d te stimo ny  fro m the S ecret ary  o f A gr i­
cu ltu re  th at  at  the  very same tim e the G erm ans  were p ro testi ng  bi tte rly 
ag ains t ou r sale of wheat  to Russi a, they were  m ill ing  our wheat and 
sel ling i t to the  R ussia ns  f or  flour a t heavy pro fit.

Secre tar y D illon. I  do n' t un de rst an d why  the y would pro tes t ou r 
sale  of  wh eat  because they  hav e alw ays been sell ing , doing ju st  wha t 
you say.

Se na tor Symington . I f  a co un try  is lim ited in its  tre asu re,  whi ch 
cou ntr ies  are , if  you supp lie d them wi th mu ltip urpo se  tools,  doesn't  
th at  release th ei r tre as ure to buy  unipu rpo se tools for , say, cannon  
and make it possible fo r them to main tai n th ei r sta nd ard of  liv ing  
and a t th e sam e tim e bu y more am mu nit ion  ?

Se cre tar y D illon. No.
My own fee ling is it  does ju st  the opposite. The whea t deal is a 

pe rfe ct exam ple. Th ey  pa id  $85 mi llio n fo r it alr eady , they will pay  
us $125 million roug hly,  a nd  t hi s will  be  c omp lete d by the  end of next  
month . Tha t m oney , i f the y had not  u sed it to buy  whea t, w ould  have  
been availabl e to  them f or  some thing  else. Th ey  c ou ldn 't have  bo ught 
the  whe at, so they would  just have nad to do wi tho ut,  a nd they could 
have done  w ithout. Th ro ug h st rict er  r at io ni ng  th ey  would have  used 
th at  money fo r mili ta ry  purpo ses  or  st reng then ing them  that  way. 
I th ink it is be tte r fo r them to use it fo r wheat  and buy it from  us. 
How ever, th at  i s why the im po rtan t th in g in my mi nd  is  an d has been 
to lim it thi s trad e to cash  or  n orma l commercial  transa ctions. Lo ng ­
term  credits , I  th in k would  accomplish ju st  wh at you fear.

Se na tor Symin gton. Tha t is an impress ive answer . I alw ays  re ­
mem ber wh at Mr.  Ba ru ch  said, when he cha llen ged  anybod y to tell 
him  wh at was a nons tra teg ic ma ter ial . Som ebody fina lly came up 
wi th the  item bubble  gum.  Mr.  Ba ruch  said he would buy that .

I t is a pr et ty  fine lin e we h ave  on all th is ; and it perm its  our  allies 
to sell to th ei r he ar t's  con ten t.

Secre tar y D illon . I  th in k th e only rea lly  fundam ental  line  is the  
line of  what can be in te rn at iona lly  ag ree d because i t cert ain ly  is ineffec­
tive  if  we trie d to fo rce  one  line,  as you po inted  out  in co pper, and ev ery ­
body else is sel ling i t fr ee ly.

So, it  is only  wh ere  it  is m ul til ater al ly  agreed  or  where we have 
unique  knowledge  th a t nobody  else has,  and in th at  case, of  course, 
we have  contro l of it.

Se na tor S ymingt on . Th e tr uth  o f t he  m at te r is th e cop per  w ire  was 
a good deal  more  va lua ble unless  i t was d raw n dow n fine r tha n needed.

Se cre tar y D illon . T hat  is rig ht .
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TRA NSF ER TO COMMERCE DEPARTME NT OF CONTROL OVER PA TE NT  AND 
TE CH NICA L DATA

Senator Symington. Going to the next to the last page of your 
statement, you t ransferred control of the regulation,  you say, to the 
Commerce Departm ent on April 1. Then later you say you neverthe­
less operate it. I am not clear on that.

Why did you tran sfer it to Commerce ?
Secretary Dillon. Well, th is was control over licensing of patents  

and technical information. For  a number of years the Treasury has 
been tryin g to tran sfer  this to the Department of Commerce—since 
before my time in the Treasury, I know—because the Treasury felt 
they had no competence in this part icul ar area ; the technical com­
petence in th is a rea all lay in the Departm ent of  Commerce. The De­
partment o f Commerce had some administrat ive problems and it took 
a while to work them out, but eventually this was completed, and the 
Department of  Commerce fe lt tha t they were then able to handle th is 
administrative  load, and they took it on. It  just  happened tha t the 
agreement was reached and formalized in March of this year  and was 
effective on the first of April. Everybody agreed basically it was a 
wise thing, because it is similar to the ir handling of exports where 
they have the technical knowledge, and certainly patents and technical 
know-how were more in their  field than  in our field.

EFFECT  OF CANADIA N TA RIFF  SIT UA TIO N ON U. S.  EM PL OY ME NT

Senator Symington. As you know, because you have been good 
enough to discuss it, we are running into some problems in my State 
incident to this Canadian trick whereby we have already lost hundreds 
of jobs in my State. I understand 700 jobs were just lost in Muncie, 
Ind.,  for the same reason.

Mr. Jack  Whitake r is chairman of a committee of the Automotive 
Parts  Association. He was the one whose company suffered the most 
in my State. The Studebaker president, when lie moved tha t business 
to Canada, gave as one of the  reasons, the manipulation of tariffs by 
the Canadian Government. The estimate is we will lose 00,000 jobs 
in this industry  in the United States if  this continues.

It  worries me when we discuss the plus side of the balance-of-pay- 
ments problem, about the income of large corporations tha t have 
made investments abroad. That may improve the fiscal and/or mone­
tary position of  the Government, but i t doesn’t help us with a growing 
problem, especially if you correlate same with automat ion: namely, 
unemployment.

Mr. Whitaker prophesied in September, in a lette r to Secretary 
Hodges, exactly what would happen. Appa rently he got advance 
notice of what  was planned by Canada.

In this connection you have not  t rans ferred to the Commerce De­
partm ent the righ t to take action on this, is th at correct?

Secretary  Dillon. No. This is a ma tter  which, by law, is lodged in 
the Bureau of Customs, and which is in the Treasury Department .
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EFFORTS TO STUDY EFFECTS OF CANADIAN TAR IFF SITUATION

Senator  S ymington. I s there any plan to do anything about it ?
Secretary Dillon. This  is under intense study at the moment. We 

have had a number of communications, some direct, some indirect, 
from different companies. We are trying to get the full facts on them. 
We have made very clea r to Canada they didn’t like the general idea. 
There are detailed regulations on what Canada is doing which were 
only published about 60 days ago, and we have been studying those 
to see how they affect our law and I think we will have to come to a 
conclusion very shortly  because it is a serious ma tter. It  does seem 
to us to involve thi s countervailing duty law which we had on our 
books for a long time for the purpose of countervailing subsidies 
which are given by foreign  countries to exports into the United 
States.

Senator  Symington. I express my apprecia tion to you and the 
Treasury Department for your kindness in listening to this problem.

If  th is tricK is allowed to go on, it could cost us hundreds of thou­
sands of jobs if carried forward into other industries.

Secretary Dillon. The Canadians have said that  they have no in­
tention of doing it in any other cases except this  automobile part s 
situation, but t ha t doesn’t reduce the seriousness of tha t situation.

Senator Symington. But  they also assured the automobile parts 
people last September they had no intention of doing it. That has 
been told to me.

Secretary  Dillon. Yes.

DEFIN ITIO N OF CREDIT TERMS

Senator Symington. You mentioned the problem of long-term 
credit  and say short term works to our advantage.

Is 5 years the limit of short-term credit, as you see it?
Secretary  Dillon. Well, 5 years is more than  short term. Five 

years is generally thought of  as medium term. With three different 
areas, short which you might say is up to a year or 18 months, and 
medium between th at and 5, long term anything over 5 years.

I t had been more or less generally agreed by the Berne Union—that 
is a group of credit agencies of various expor ting countries which tried 
to set certain standards so there wouldn’t be cutthro at competition in 
unsound credit—that , except in very exceptional cases, credit should 
not be given beyond 5 years, and needed special justification. Tha t is 
the reason I picked 5 years.

allies’ extension of long-term credit

Senator Symington. We understand that , whereas some of the 
NATO allies are sticking to 5-year loans to the Russians, other NATO 
allies are g iving long-term credit to the Russians, up to 15 years.

Is there any way we could make it unprofitable for them to extend 
long-range credit to these countries ?
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Secretary Dillon. This is a difficult situation. I think there is 
unanimous agreement in the NATO countries tha t 5 years should be 
the maximum, except for one country, and tha t is the United Kingdom, 
a minority of one, and the United Kingdom wishes to—think s it is 
good business to—give longer term credit and says they are prepared 
to do it and will not join with the other countries in agreeing to limit 
this to 5 years.

The other countries say tha t if the United Kingdom actually  does 
give this longer credit, and they lose orders, and business start s to flow 
tha t way then even thought they would rath er not do it, they would 
for competitive reasons have to go along. So, I think that  then a num­
ber of countries would do it. Bu t it is essentially a problem with the 
British . They have consistently said they were going to. I am not 
aware of any major deal or any major agreement tha t has yet been 
consummated with this kind of credit because I think  they are having 
some very ha rd bargain ing wi th the Soviet Union.

I know they have been talk ing about it. They want relative ly low 
rates of interest over that longer period of time and haven’t yet come 
to any agreement.

OTHE R CO UN TR IES’ TRAD E W IT H  CH IN A  AN D TH E BLOC

Senator  Symington. Do you know of any country in the free world 
except the United States tha t is not trad ing with all Communist 
European countries ; and also the Communist Chinese?

Secretary Dillon. No; I don’t know of any European country. 
Jap an  trades with them to some extent. We try  to see, to encourage 
them not to trade  too much because we think they will ge t into a diffi­
cult s ituation  if they did but tha t is a decision they have to make. I 
think we are the only one.

Senator Symington. Do you know of any highly  industrialized 
country that  is not trad ing  with the Eastern bloc and Eas t Germany 
and with the Russians and with the  Communist Chinese ?

Secretary Dillon. No; I don’t know of any highly  industrialized 
country except the United  States  as fa r as China and Korea are 
concerned.

list of strategic materials

Senator  Symington. In the last analysis, is a strateg ic material 
something they can reserve the righ t to decide themselves ?

Secretary D illon. No ; there  is this agreement—COCOM—to which 
all these industria lized countries belong, and they have a list of s tra­
tegic items, and which comprises, T would say, about somewhere 
around 10 percent of the to tal items th at move in interna tional  trade, 
and these they don’t trade with  the Soviet. But 90 percent of the 
items they do.

Senator Symington. Would you supply for the record a list of 
strategic materials ?

Secretary D illon. The State Departm ent is the keeper of that, and 
T will request them to supply it.

Senator Symington. Would  you do that, sir ?
Secretary Dillon. Yes.
Senator Symington. Thank you very much.
Thank you, Mr. Chairman.
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(Subsequent to the hearing, the Department of the Treasury's Ad­
mini strator for Mutual Defense Assistance Control submitted the 
Mutual Defense Assistance Control Lists, revised October 1, 1962, 
under title I and title 11 of the Mutual Defense Assistance Control 
Act of 1951 (Public Law 213, 82d Congress), which is classified confi­
dential. The list is in the committee files. An unclassified summary 
of the  B attle  Act List, which is included in the Battle  Act Report of 
1963,16th repo rt to Congress, follows:)

Battl e A ct T it le  I  L is t—Category A 1 

100-199 Scries: Anns , Ammunition, and Implements of War 
Item No. Description
101 Sm all  arm s a nd  mach ine  guns, as follo ws :

(a ) Rifles , car bin es,  rev olvers , pist ols,  ma chine pis tol s and machin e 
gun s de sign ed spec ifica lly fo r m ili ta ry  u se :

(b) All specifica lly des ign ed com ponents  an d pa rt s the refor.
102 Arti lle ry , a s fo llo ws:

(a ) Guns, how itzers , can non, mor tars , tank  destroy ers, rocke t 
lau nche rs,  m ili ta ry  flame throw ers , r eco ille ss r ifles ;

(b) All spec ifica lly des ign ed com ponents  and pa rt s for the fore going.
103 Am muniti on,  an d all  spec ifically  des igned com ponents  an d par ts  the reo f,

fo r the wea pons en um erated  un de r Ite ms 101 and 102.
104 Bombs, torp edoes,  rocket s, an d mis sile s guided  or  ung uided,  as  fol low s:

(a ) Bombs, torp edo es,  grenad es  (in clu din g smoke  gr en ad es ), smoke 
ca niste rs , roc ket s, min es, missi les  guided  or  ung uided,  dep th 
charg es,  fire bombs,  inc endia ry bo mbs ; an d all  specifically  de­
signed  components  an d par ts  th erefor  ;

(b ) App aratus  an d dev ices specific ally  des ign ed fo r the han dling, 
con trol, ac tiv ati on , lau nch ing , lay ing , sweepin g, dis cha rging,  

de ton ati on  or  de tec tio n of items  en um erate d in sub -item (a ) ; and 
al l spec ifically  desig ned com ponents an d par ts  th er ef or ;

(c)  M ili ta ry  fue l th ick en ers, inc lud ing  bu t no t lim ited to : compounds 
(e.g., oc tal ) or  mix tu re s of such com pounds  (e.g., na pa lm ) specif i­
cal ly form ulate d fo r th e pur pos e of pro ducin g mat er ia ls  which, when 
add ed to pe tro leu m prod uc ts,  pro vid e a gel- type inc en diary mater ia l 

fo r use  in bombs, proje cti les , flame  throwers or  othe r imp lem ents 
of wa r.

105 Fire c ontro l e qui pm ent  an d rang e find ers,  as  follows :
(a ) F ire con trol , gun lay ing , nigh t s igh ting, mis sile  t rack ing an d guidan ce 

eq ui pm en t;
(b ) Ran ge, pos itio n an d he ight  find ers,  an d spot tin g inst ru men ts  spe­

cific ally  de signed  fo r m ili ta ry  p ur po se s;
(c)  Aim ing devices, electroni c, gyroscopic, acoustic and optica l, special ly 

designed f or  m ili ta ry  p ur po se s;
(d ) Bomb sights , bombing c om puters , gun sig hts  and periscoi>es spec ially 

des igned fo r m ili ta ry  pu rpo ses  :
(e)  Tel evision sig ht ing  uni ts  special ly des igned fo r mili ta ry  purpose s, 

and in er tial  p la tf or m s;
(f ) Components , pa rt s,  a cce ssories , and at tach men ts spec ifica lly des igned 

fo r th e ar tic les en um erate d in sub-items (a ),  (b ),  (c ),  (d ) and (e) 
above.

106 Ta nk s and vehicle s spe cia lly  des igned fo r m ili ta ry  purpos es,  as fol low s:
(a ) Ta nk s and self- pro pel led  g uns;
(b) Mili tar y type arm ed  or arm ored  vehicles , and veh icle s fitt ed wi th 

mo untings f or  a rm s;
(c)  Arm ored r ai lw ay  t ra in s ;
(d ) Mili tary  hal f t ra ck s ;
(e)  Mili ta ry  ty pe recove ry ve hi cl es ;
( f ) Gun  car rier s a nd  t ra ct or s spe cia lly  des igned fo r tow ing  a rt il le ry ;
(g) Tra ile rs  specifically  designed  to  ca rry am mu nit ion  ;
(h ) Amphibious a nd  deep  water  fo rding  m ili ta ry  v eh ic le s;

1 T hi s li s t was  in  effect on Oc t. 1, 196 2. 
30 -6 42 — 64 — pt.  1------ 15
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Battle Act T itle I List —Category A 1—Co nti nue d

10 0-1 99  Se rie s: Arm s, Ammun itio n, an d Im ple me nts  of War—Co nti nued 

It em  N o. D es cr ip ti on

106  Ta nk s an d vehicle s spe cia lly des ign ed fo r m ili ta ry  pur pos es, etc .—Con.
( i )  M ili tar y mobi le re pa ir  sho ps specific ally  des ign ed to  ser vic e m ili ta ry  

eq ui pm en t;
( j ) All othe r spe cial ly des ign ed m ili ta ry  v eh ic le s;
( k ) All spec ifica lly des igne d com pon ents and pa rt s fo r the  forego ing.

107  Tox icol ogic al age nts , a s f ollows :
(a )  Bio logical, chem ical  an d rad io- ac tiv e m at er ia ls  ad ap ted  fo r use  in 

w ar  to pro duc e ca su al tie s in men  or ani ma ls,  or  to dama ge cr ops;
(b ) Eq uip me nt specifica lly des ign ed and int ended  fo r th e dis semi na tio n 

of the  m at er ia ls  d esc ribed in sub-ite m (a ) ;
(c ) Eq uip me nt specifica lly des ign ed and int en ded fo r def ens e ag ains t 

th e m at er ia ls  des crib ed in sub -ite m (a ) ,  an d for th ei r detec tio n and  
id en tif ic at io n;

(d ) Com pon ents  and par ts  spe cia lly  des igned for th e items  lis ted  in (b ) 

an d (c ) above.
(N ot e: Sub -item (c ) abov e doe s no t inc lud e ma sks used fo r pro tec tio n 

ag ai ns t specif ic in du st ria l ha za rd s, such as  fum es or i>owders in min ing,  
qu ar ry in g an d chem ical  pla nts , and gas  ma sks  des igne d fo r civ ilian  use. 
Sub- item  (c ) abov e also  does  no t inc lud e perso na l ra di at io n mo nit ori ng  

do sim eter s.)
108  Powd ers , exp losi ves  and  p ro pe lla nts , a s f ol lo w s:

(a )  Po wd ers  an d liqu id or soli d pr op ell an ts fo r the  ar tic les  en um era ted  
in Ite m s Nos. 1 03 ,1 04  an d 107  ;

(b ) M ili ta ry  hi gh ex pl os ives ;
(c ) Che mic al bas e hig h ene rgy  soli d or liquid  fuels  spe cia lly fo rm ul ate d 

fo r m ili ta ry  p urpo ses.
(N ot e: Sub-item s (a ) and (b ) abov e wil l no t be con sid ered to cover  

ex po rts  in rea son abl e qu an tit ie s of prop ell an ts and explosives  no rm ally 
used fo r civ ilia n or in du st ria l pu rpo ses  or ma de up  int o ca rt ridg es  or 
ch arge s of a n e xclusiv ely civ ilian  o r in du st ria l nat ur e. )

109  Vess els o f wa r. and  s pec ial na va l equi pm ent , as fo llo w s:
(a ) Co mb ata nt vess els or vesse ls des igned for offen sive or defens ive  

ac tio n (su rf ac e or un de rw at er ) ;
(b ) (1 ) Dies el engines  of 1,5 00 h.p. and ove r with  ro ta ry  speed of 700

r.p.m. or  over spe cia lly  des igned fo r su bm ar in es :
(2 ) El ec tri c motors  s pecia lly  des igned fo r sub ma rin es,  i.e. over 1,00 0

h.p. quic k rev ers ing  typ e, liq uid  cooled an d to ta lly  en clos ed ;
(c ) Magne tic,  pre ssu re,  and  acou sti c un de rw at er  det ect ion  devi ces 

specific ally  designed  fo r m ili ta ry  pur poses ; con tro ls an d com pon ents  
th ere o f;

(d ) Su bm ari ne  an d torped o n e ts ;
(e ) Com ponents , pa rts,  acc ess ori es and at ta ch m en ts  fo r th e fore goin g, 

such as  t ur re ts , nava l gun mo unts, su bm ari ne  b at te ries  an d ca tapu lts .
110 A ir cr af t an d hel icop ters , of th e pil ote d or  pil otl ess  typ es an d aero-e ngi nes  

and a ir c ra ft  or hel ico pte r equip me nt,  associa ted  equ ipm ent  an d compo ­
nents , spe cia lly  d esigned fo r m ili ta ry  purpo ses  as  se t ou t below :
(a )  Comb at ai rc ra ft  an d he lic op ter s an d ot he r ai rc ra ft  an d hel ico pte rs 

esp eci ally designed  fo r m il ita ry  pur pos es, inc lud ing  m ili ta ry  recon­
naiss anc e, as sault , m ili ta ry  tr ai ni ng  an d log ist ic sup po rt, and all 
a ir c ra ft  and hel ico pte rs ha vi ng  spe cia l st ru ct ur al  fe at ur es  such as  
mu ltiple  hat che s, spe cia l doo rs, ram ps,  rei nfo rce d floors an d the  
like, fo r tra ns po rti ng  and ai rd ro pp in g troo ps, m ili ta ry  equ ipm ent  a nd  
sup plie s, aero -eng ines spec ial ly des ign ed or  ad ap ted  fo r use  w ith  such 
a ir c ra ft  and hel icopters, w ith  th e exc ept ion  of  aer o-e ngi nes  exce pted  
un de r Ti tle  I—C ate gor y B Ite m 1 4 60 (b ) ; an d com ponent pa rt s 

th ere o f;

1 T hi s li s t w as  i n  e ffe ct on Oct . 1, 196 2.
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Battle Act Title I List—Category A 1—Continued

100-199 Scries: Anns , Ammunition, and Implements of War—Continued
Item, No. Description.
110 Aircraf t and helicopters, etc.—Continued

(b ) Airborne equipment, including airborne refueling equipment, specially 
designed for use with the aircra ft and helicopters, and the engines 
of the types of aircra ft and helicopters covered by sub-item (a ),  and 

component parts th ere of;
(c ) Non-expensive balloons in excess of 3,000 cubic feet capacity.

111 Electronic equipment specially designed for militar y use, and com­
ponents and parts therefor.

115 Military infra-red equipment and specialized components therefor, n.e.s. 
110 Munitions components and m aterials, as follo ws:

(a ) Brass and bronze fabricati ons for primer anvils, fabricati ons for 
bullet cups (gilding  metal clad stee l), cartridge link, primer cap, 
shell rotat ing ba nd ;

(b ) Copper rota ting  bands for shells, and other copi>er munitions 
components;

(c ) Gilding metal clad st ee l;
(d ) Rough steel forgings, steel and alloy castings for guns and for 

arms.
200-299 Series: Atomic Energy Materials 

Item No. Description
201 Source (fe rti le)  and fissionable materials, as follows:

(a ) Natural uranium, unwrought or wrought, including alloys and com­
pounds of natura l uranium, having an uranium content exceeding 
0.05 percent, not elsewhere specified, excepting medicinals;

(b ) Uranium 233, alloys containing uranium 233 and compounds of 
uranium 233;

(c ) Uranium enriched in the isotope 235, alloys containing uranium 
enriched in the isotope 235, and compounds of uranium enriched in 
the isotope 235;

(d ) Irra diated  uran ium containing plutonium ;
(e ) Plutonium, alloys containing plutonium and compounds containing 

pluto nium :
( f ) Irra diated  thoriu m containing uranium 233.

218 Equipment specifically designed for the separation of isotopes of uranium 
and/or lithium.

230 Nuclear reactors, i.e. reactors  capable of operation so as to maintain a 
controlled, self-sustaining fission chain reaction, and major components 
designed or intended for use in a nuclear reactor such as reactor vessels, 
core support structures, coolant pumps, fuel element handling equipment, 
heat  exchangers and control rod drive mechanism.

Battle Act Title I List—Category B

The Category B portion of the T itle I embargo list, as  of October 1, 1962, covers 
par ticu lar specified, forms, including specialized parts  and assemblies, of the fol­
lowing items :

METALWORKING MACH INERY

Grinding heads and spindle assemblies; presses ; spin-forming machin es: equip­
ment for producing gas turbine blades; aircra ft manufa cturing mach inery; ma­
chinery for manufa cture of jet  engines; gear  making and finishing machinery; 
electronic closed loop feed-back controls for machinery.

CHEMICAL AND PETROLEUM EQUIPME NT

Counter curre nt solvent ex tra cto rs; gas liquefying equip ment ; equipment for 
production of deuterium oxi de; equipment fo r production of militar y explosives 
and solid prop ellants; plan t for  production of titanium and zirconium me tal s;

1 This  li st was in  effect on Oct. 1, 1962.



224 EAST-WEST TRADE

gas centr ifu ge s; elect rolyt ic cells for  production  of flu ori ne; punips ; ion vacuum 
pump s; valves, cocks, and pres sure  re gu la to rs ; he at ex changers; pipe and tub­
ing ; co ntai ners for liquefied gases.

ELECTRICAL AND POW ER-G ENE RAT ING EQ UIPM EN T

Elec tric vacuum fu rn ac es ; diesel en gin es; elect ric power ge ne ra tors; electron 
beam welding or mach ining equipment; devices for  direct  conversion to elec­

tric al energy ; elec tric arc  devices.

INDU ST RIAL  EQ UI PM EN T

Metal rolling m ill s; cons truction  equip me nt; art ific ial gr ap hi te ; cable-making 
ma chi ner y; elect ronic  valve-m aking ma ch ine ry; equipm ent for  ma nuf acturing 
semi-conductor  m at er ia ls; compressors  and blowers.

TRA NSPO RTATION EQ UIPM EN T

Ice br ea ke rs ; ta nk er s; war ship s (w he the r or not  obsolete o r convert ed) ; other 
vessels (inclu din g fishing and  hyd rofoil)  ; cable sui tab le for  sweeping mines; 
autom otive  vehicles, trac tors , and  li ft  tr uc ks ; ai rc ra ft  and hel ico pte rs; com­

passes  and  gyroscopic equipment.

ELECTRONIC AND PRECISION  INST RU MEN TS

Airborne communication equip ment ; airbor ne navigati on equip ment  and 
groun d and marine  equipm ent for  use wit h airbor ne navigat ion equip me nt; ai r­
borne, ground, and  marine  direction-finding equipment; airbo rne, groun d and 
mar ine ra da r equ ipm ent ; communication, detec tion and trac kin g equipm ent using 
infr a-red rad iation,  ultra-viole t rad iat ion , ult rasoni c waves, or troposp heric, 
ionospher ic, or meteoric scatt er  phenome na ; jamming ap pa ra tu s; und erw ate r lo­
catio n apparat us;  pulse mod ulato rs; panoram ic radio receivers; radio tra ns ­
mi tters ; telem eteri ng and telec ontro l equip me nt; telegrap h equip me nt; radio  
relay  conun unic ation s equipment; ampli fiers and oscil lators; dosim eters ; other 
communication transmission equip me nt; mass  spec trograph s and  spe ctr om ete rs; 
communicat ion cable; equipm ent for  provi ding communication secrecy; meas­
uring, testin g, count ing and  ca librat ing  i ns tru men ts; ap pa rat us  fo r auto mat icall y 
sor ting elect ronic  components;  radio spec trum  anal yzers; elect roma gnetic wave 
guides; catho de-ray tubes; semi-conducto r diodes; transi sto rs;  semi-conductor 
material; photo  cells; phot omu ltiplier  tubes ; the rma l detec ting cells; X-ray 
tubes;  image intensif iers, image conv erter s, elect ronic storag e-tub es and vidicon- 
type tubes ; other electro nic valves  (tu be s)  ; th.vratron  and mod ulato r gas-dis­
charge tu be s; electron ic com pon ents ; ma ter ials fo r use  as absorbers of e lectromag­
netic waves; tan talum  elec troly tic capacit ors;  specialized forms  of electro nic 
equipm ent and  components; comp uters; special  equip ment  for  producing elec­
tronic assemblies; control  equ ipment; therm oelectric  m ate ria ls and devices; mag­
netom eters  ; recor ding a nd reprod ucing  eq uip me nt; c ent rifu gal  tes ting a pp ar at us ; 
ion microscopes: oscilloscopes; photogra phic  equip ment;  qu artz cry sta ls;  mate­
ria ls composed of crystal s havin g spinel hexa gonal or garne t cry sta l struct ure s, 
and thin film dev ices; gravity  meters.

METAL S, MINERA LS, ALLOYS THEREOF, SOURCE MAT ERIALS  THE REO F, AND 
MA NU FACTURES THE REOF

Anti -fric tion bear ings;  source  (f er ti le ) and  fissionab le ma teri als; zirconium ; 
beryl lium; magnetic meta ls; lith ium ; stee l alloys; hafn ium ; calcium; tri tium;  
co ba lt; nio biu m; magnesium ; molybd enu m; nick el; tu ng ste n; tan talum  ; tit an ­

ium.

CH EM ICAL S, META LLOID S, PETROL EUM  PRODUCTS, AND RUBBER PRODUCTS

Deto natin g and  priming compo sitions ; syn thet ic hyd raulic fluids, stab ilize rs 
for e xplosiv es; deute rium, flu ori ne; boron ; chlorine trifl uoride : fluorinated h ydro­
carbons; fluoroca rbon compounds and ma nuf actures; diethy lene tria min e; hy­
drazi ne; hydro gen peroxide, nit rog uan idine;  guanidine ni tra te:  pen taerythri tol  
te tra ni tra te; silicone fluids and  grea ses;  silicon gallium  and indium  compounds; 
tantalu m niobium and tant alum -niobium  compounds;  je t fuel; syn thet ic lub ri­

cating oils and greas es ; synth etic  rubber.
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MISCELLANEOVS

Syn th et ic  di el ec tr ic  fi lm : sm al l arm s not  de sig ne d spec ifi ca lly  fo r m il it a ry  us e 
an d am m un it io n th e re fo r;  m il it a ry  sm oke, ga s, an d py ro te ch ni c p ro je cto rs ; pn eu ­
m at ic  t ir e  c as in gs  spe ci al ly  c on st ru ct ed to  he bul le t pr oo f o r to  ru n  w he n de fla ted ; 
sp ec ia l a ir c ra ft  eq ui pm en t us ef ul in  m il it a ry  o p era ti ons; sp ec ia l ar m or ed  eq uip­
men t ; s pe cial ized  m il it a ry  t ra in in g  e quip m en t;  te a r g as  e qu ip m en t; s el f-co nt aine d 
divi ng  an d underw ate r sw im m in g appara tu s,  ba yo ne ts,  fir e arm s si lenc er s, i>ower 
co nt ro lled  se ar ch lights  and  re la te d  eq ui pm en t of  m il it a ry  u ti li ty ; sp ec ia liz ed  
m ac hi ne ry  an d eq ui pm en t fo r ex am in at io n, te st in g  an d m anufa ctu re  of  m il it ary  
equ ip m en t; c lim at ic  co nd it io ni ng  c h am b e rs ; cry og en ic  dev ice s a nd eq uipm en t. 

B attle Act T itle  I I  L ist

Th e T it le  II  L is t co ve rs  th e  sa m e gen er al  ca te go ries  of  ite m s as  th e T it le  I. 
C at eg or y B Lis t, bu t th e spe cif ic it em s li st ed  a re  on es  of le ss er  st ra te g ic  
im po rtan ce .

VO LU ME OF  NA TO  TR AD E W IT H  BLOC CO UNTR IE S

The Chairman. With regard to that  last question, the volume of 
the trade of our NATO allies is fa r greater than ours with the Com­
munist countries ?

Secretary D illon. Oh, yes. I think  one reason for that is that they 
are able to take the produc ts of the Soviet Union more readily than 
we are—such products  as oil and timber and coal and things of tha t 
nature, tha t are not suitable for bilatera l trade  between the Soviet 
Union and the Uni ted States.

Senator Symington. If  the Chair will yield, that  is only part of 
the story, because the sales promotion effort outlined to us in detail 
by the country doing the most exporting and the most import ing to 
Communist countries is one of the most intelligent efforts along the 
lines of sales promotion I have lis tened to.

Secretary  Dillon. I think tha t is probably true  also.

GE RM AN  AGREE M EN TS  W IT H  EA ST  E URO PE AN C OUNTR IE S

The Chairman. You are speaking now of the German effort in 
Eas tern  Europe in pa rtic ula r; is tha t correct?

Senator Symington. Correct, Mr. Chairman.
The Chairman. They seem to have executed bilate ral agreements 

with all o f the Eastern  European countries.
Secretary  Dillon. Tha t is correct.
The Chairman. And are pushing trade very aggressively.
Secretary Dillon. Yes. But the bilateral  agreements, they agree 

to take imports from the Eas t also, and there are things  th at Eastern 
Europe produces tha t they are glad to take. It  is much more diffi­
cult for us.

QUEST IO N OF FRA N C E PR OM OTI NG TRADE W IT H  C H IN A

The Chairman. I s France, in view of her recent recognition of 
Communist China, promot ing trade there ?

Secretary Dillon. I think they would like very much to have some 
trade , but I don’t think they have very much because the Chinese 
have not been in a position to buy much except food, wheat. They 
buy some small amounts of oil, products of that nature, but I don’t
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think the French have any great trade there. I think they are hoping 
to develop some, but I doubt it will be very large.

DIFFER ING ATT ITUDES  TOWARD TRADE

The Chairman. The countries in this category do not have the same 
attit ude  toward trade that  we have; isn’t th at true?

Secretary Dillon. There is a difference that  I tried to emphasize 
a couple of times. Our definition of strateg ic is quite different and is 
broader and does cover basic economic strength of the country, whereas 
theirs  is limited stric tly to direct military devices.

And, secondly, we do have a different concept regard ing Commu­
nist China. There has never been anything but an armistice in Korea, 
and we are still technically in a police action. There certainly  has 
been no peace; the Communist Chinese attacked the offshore islands 
a number of times. So we have taken an entirely different attitude 
there and just don’t deal with them at all. Nobody else follows that.

FLUC TU AT IONS IN  TRADE BE TW EEN UN ITED  STATES AND U.S.S .R.

The Chairman. That  is quite true  with China. With  Russia and 
the Eastern European Communist bloc, however, is there any differ­
ence between our policies and our ideas about tr ading with those coun­
tries, aside from just the commercial factors of having a use fo r their 
goods?

Secretary Dillon. This has fluctuated. In 1960 or 1959, after the 
Soviets said t ha t they wanted to increase trade, we told them the only 
wav to do that—to t rade—was to come over here and buy something, 
and they did,  and the Department of  Commerce licensed a number of 
things and our trade with the Soviet Union, our exports, went up to 
something approaching a hundred million dollars.

Thereafter,  in the summer of 1961, there was the Berlin wall, and 
renewed indications of Soviet aggression, and at that time the Com­
merce Department did tighten up very considerably their  licensing 
procedures, and the Soviets also became less interested in pushing 
purchases here. As a result our trade fell off very, very drastically. 
I  think, from the impression I  have, the Department of Commerce is 
now again reviewing that  policy, and maybe would be a little  more 
generous in the ir licensing position now than they were in, say, 1961 
and 1962, but I thin k you probably have had information from Secre­
tary  Hodges or can get it from him. lie is the responsible party.

POLIT ICA L IM PL IC AT IO NS  OF TRADE

The Chairman. Is it fai r to draw the conclusion that  trade does 
have considerable political implications?

Secretary Dillon. I think it is impossible to separate to tally trade  
from political implications, and is helpful in that respect.

The Chairman. For better political relations?
Secretary D illon. Yes, sir.
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SOVIET MOTIVES FOR BU YING  U. S.  WHE AT

The Chairman. You said a moment ago tha t the Russians could 
have done without the wheat. All they needed to have done was to 
ration  and so on.

Can you give us your views as to their  motives in buying the wheat 
if they could have done without it ?

Secretary Dillon. Well, I think  this is a complex problem having 
to do with the internal political and social situation in the Soviet 
Union.

They decided th at they wanted to keep foodstuff, bread—which is 
a major  item—available for thei r people at  a certain  level, and  were 
willing to sacrifice considerable of their  gold reserves to do that.

However, they have shown in the past if they are forced into a 
situation  they are perfec tly capable of introducing tighter controls 
and there is no doubt they could have done it  this  time.

Now, the amount that they bought from the United States was 
really relatively small compared to thei r own overall bread grain 
production, 3 percent, something like that.  So it would not have made 
a major  change. It  would not have meant the starvation of a lot of 
Russians, bu t it would have meant some inconvenience for them in a 
ration ing effort. I thin k i t is probably a hopeful sign and a good sign 
tha t they preferred to use their  gold and thei r exchange reserves to 
buy wheat rathe r than  devote them to armaments.

INT ER PRETAT ION OF W HE AT  TRANSAC TIO N IN  TERM S OF COLD WAR

The Chairman. Exp and  on t hat  a little. Why do you think  it is 
a hopeful sign ? I)o you draw any conclusion from this kind of deci­
sion as to any change in attit ude  on their  par t or generally toward the 
cold war?

Secretary Dillon. No, not necessarily from the leadership. But I 
think that  the ir leadership  feels tha t they have to give certain ameni­
ties to the populace which are a grea t deal more than they did 20 
or 30 years ago certainly, and that  we will get  a gradual development 
of reaction there where the demands of their  population become ever 
greater for consumer products and a better standard of life and I 
think  as tha t happens the possibility of milita ry attempts will de­
crease, because they will have more interest in ma intain ing the ir status 
quo. So, I think generally tha t is a long-term good sign.

I don't think that  would be the case if one let down one’s guard and 
allowed them to get a great military superiority then they would be 
tempted again. But as long as they see there is nothing  much to gain 
from that, I think it is good to see their need for consumer items and 
their  apparent political need to gran t this demand of their  own people 
for consumer items, I think that is a good thing, a good sign.
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kiirusiiciiev's statements in Hungary

The Chairman. Have you noticed the recent statements bv Cha ir­
man Khrushchev in Hungary about such things  as goulash and dresses 
and ballets?

Secretary D illon. I didn't read about the goulash.
The Chairman. Didn't you see his statement about what is the 

revolution for if i t is not to have more goulash ?
Secretary D illon. I think tha t is very good then.
The Chairman. Wha t ?
Secretary Dillon. I think tha t is very good. But certainly from 

the first 20 or 30 years of the Soviet regime, and certainly  under 
Stalin  in the thirt ies, tha t was not the Soviet objective. They just 
starved their  people, and instead devoted all their  resources to building 
steel plants, things of that nature.

Senator  Symington. This morning he criticized the head of the 
Ukraine for eating  too much goulash but not furnishing enough steel 
plate.

evolution of soviet attitude toward the west

The Chairman. I just wondered, since you have had long experience 
in the political  field, that is, in foreign relations as well as with mone­
tary  affairs, if you draw any conclusions as to the evolution of the 
Soviet attitu de toward the West ?

Secretary  Dillon. Well, I  think there has been an evolution—cer­
tainly  in the  last 2 or 3 years—and I  think they have come to realize 
tha t they can't make gains against  the  West by direct military  threats 
or adventures, and they are settling down to a longer term, longer 
range type of competition, under which I think  the chances of our 
system are far better than  theirs.

So, therefore, I th ink tha t is generally favorable.
The Chairman. If  it is favorable, would it be to our advantage to 

encourage it ?
Secretary Dillon. I think as long as we keep up our military 

streng th and do not let that  go down—except as we can reach an agreed 
and mutually policed disarmament agreement, which does not seem 
possible a t the moment, because of the Soviet refusal to accept any 
inspection—I think that as long as we do that,  then I do think  it is 
good to encourage any development in the Soviet Union which leads 
to a wider spread demand for consumer products and a greater level 
of education among the masses, bette r standards of living, and par ­
ticularly bette r knowledge of the West and Western products, West­
ern ways of life.

I he Chairman. Judging from the size of ou r mil itary budget you 
are not apprehensive about our letting down our military strength, 
are you ?

Secretary Dillon. Not at the moment.
Senator Symington. Mr. Chairman, may I ask a question there?
The Chairman. Yes.
Secretary Dillon. Of course, this is relative to the Soviet Union.
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BA LA N C E-O F-P A Y M EN TS PR OB LE MS

Senator  Symington. In context with tha t question, this is what is 
hard  for me to understand. We are constantly losing our gold. As 
you know, Mr. Secre tary, I  have been worried for some time about our 
balance-of-payments problem. In 1949 we had some $24% billion of 
gold;  and owed foreign countries about $5 billion of current  liabilities, 
primarily to foreign central banks.

Now, we have about $15% billion of gold, ac tually some $2.6 billion 
Senator Robertson tells me, of free, nonmonetized gold; but we now 
owe about $28 billion to the foreign centra l banks.

In addition, despite the fact we have had grea ter exports than  im­
ports over the last 15 years, except for 1 year we have shown an un­
favorable balance; and although we are running a very high gross 
national  product, a tremendous amount is being done on credit. With  
these steadily and heavily growing current liabilities, it seems our 
position is get ting somewhat comparable to the problems the British 
had in the early thi rties.

It  seems our offshore military expenditures, foreign aid program, 
and expenses incident to tourism, are the three  major items which 
more than counterbalance our excess of exports over imports.

With these premises, how can we continue to tax the American tax ­
payers 50 to 60 percent of our total tax budget, $50 to $60 billion a 
year, to  provide a defense umbrella fo r free countries, a t the same time 
they t rade with all nations  to get the volume for  lower prices? They 
have already the advantage over us of lower labor rates.

Not only do we tax tha t heavy gross amount, our per capita taxa ­
tion for national  defense is higher than any other country in the 
world.

I notice some of the countries that have been giving us the “business” 
lately through  tarif f manipulation, have about as low a per capita  
defense expenditure as any industr ialized country.

R E L A T IO N SH IP  OF BALA N CE-O F-P A Y M EN TS PR OB LE M TO DEF EN SE  
EXPE NDIT URES

How can we continue to tax our people to this amount, thereby 
guaran teeing freedom all over the world, unless we either have a more 
cooperative economic approach from other free countries, or join them 
in more trade  behind the Iron Curtain?

The theory of capitalism is risk capital and trade. It  seems to me 
our getting into more difficult fiscal and monetary  problems is only a 
quest ion of time.

This is really not a question, rath er an observation.
I would appreciate your comments.
Secretary Dillon. I would be glad to comment on it.
I think there are two different subjects, but they are somewhat 

interwoven. One is heavy taxes we bear to have an over $50 bill ion 
defense budget. I see no way to substantially reduce tha t in the ab­
sence of some disarmament agreements. They may be possible some
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time in the future.  They haven’t been so fa r. They would be very 
welcome if they were.

In the absence of that,  I think we have to continue a substantial  
Military  Establishment. Now, whether it has to be exactly the size 
tha t it is now or not is something I  don’t feel th at I am an expert on.

But it has to be very, very substan tial to mainta in for the safety 
and security of the  United States and our own people. Certainly just 
as recently as less than a year and a half ago when we had our missile 
crisis with Cuba, I think every American felt that  this was money 
well spent because it enabled us to stand  off a major th reat to our own 
national  security and continued existence as a free people. Therefore, 
I think we have to do that and the people are glad to do it.

RE LA TIO N SH IP  OF BA LA N C E-O F-P A Y M EN TS PR OB LE M TO M IL IT A RY  AND  A ll) 
EX PE NDIT URES  ABROAD

The question then comes to our expenditures abroad for military 
purposes which have been running a l ittle  over $2% billion a year, why 
we should have such big ones, because they do have a substantial im­
pact on our balance of payments.

We have been trying  very hard, and we are engaged in a major effort, 
to reduce that dollar impact of our defense expenditures and of  our aid 
expenditures, and I think that is something we should do. It is be­
ginning to be effective. Taking the two together—the dollar  impact 
of aid and defense outlays abroad—over the last 6 years they have 
ranged between $4 and $414 billion. Last year, for  the first time there 
was some progress in reducing this, it was reduced to $3% billion.

IM PA C T  OF  IN CR EA SE D M IL IT ARY SA LE S ABRO AD ON  BA LA N C E-O F-P A Y M EN TS 
PR OB LE M

We hope to get that overall total down to about $3 billion. I think  
we will by 1965. In addition to that we have greatly increased our 
milita ry sales abroad. In  the case of Germany the sales are large 
enough to offset all our dollar expenditures abroad, and the same is 
true  m the case of Italy , we are try ing  to promote fur ther sales else­
where. This would further reduce the balance-of-payments  impact. 
We have sales of a billion dollars a year, which is our goal, and we 
have been making it, and our goal of $3 billion outlay abroad. We 
will still have a $2 billion drain  from defense and aid. About $500 
million of tha t is aid and about $ 1^ billion defense, that we will have 
to absorb in our balance of payments.

I think tha t we can so manage our balance of  payments, if we can 
mainta in price stabi lity here, th at probably  we can absorb something 
on tha t order and still have balance in our international  accounts— 
covering it out of our trade surplus. But it is only if we keep price 
stabil ity and if we work very hard.

IN CR EA SE D FO RE IG N BO RR OW ING AN D F IN A N C IN G  IN  T II E  U N IT E D  STAT ES

You mentioned the major items, including tourism as a third one. 
Of course, there was another i tem last year, which entered into the 

situation , rath er newly and unexpectedly, and that  was the sale of 
portfolio securities here, part icula rly bonds by foreigners where they 
increased thei r borrowings and their financing here in the I nited
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States from an average of around $600 million a year  during the late 
fifties th rough 1961; they roughly doubled that in 1962 to about $1.1 
billion, and then they had a figure of over a billion dollars in the first 
6 months of last year.

So tha t looked like it  was on its way to doubling aga in which would 
be nearly quadruplin g anything we had known before—something 
over $2 billion in this area.

IN TE R E ST  EQUALI ZA TI ON TA X

That, was something we could not afford. We could not finance the 
economic expansion of  the whole industrial free world, which we were 
being more or less asked to do, so we had to take defensive measures 
and suggest the interest equalization tax which was designed to in­
crease the cost of this  money to  foreigners, and reduce the volume of 
the flow.

It  succeeded in doing so even though it has not been finally enacted 
as yet. And as a result, our balance of payments seems to be con­
siderably improving and it is also improving because we have held 
our prices level for 5 or 6 years while costs have gone up much more 
rapid ly in Europe.

Tha t is a slow-acting thing  but I think that that  is the reason tha t 
recently our balance of trad e seems to be doing somewhat better. As 
the President stated the other day, while we don’t have anything but 
very preliminary indications, we don't, have any figures for March 
as yet, the indications are th at we may do very well in the first quarter 
and it is possible, as the President said, that there may be no deficit 
at all in the first qua rter  which would be quite an unusual occurrence. 
Certainly, it would be the first time since 1957 that that  has  happened.

Senator  Symington. Thank you, Mr. Secretary.

SO VI ET  PA Y M EN T S FO R W H E A T  PU RCHASE S

The Chairman. Mr. Secretary , yesterday we had testimony tha t 
there had been $65 million worth o f wheat sold to  and  paid for by the 
Russians, but I believe you said $85 million.

Secretary Dillon. That was the figure tha t we got as of Apr il 6 
which was obtained, some o f it, by telephoning the grain  companies 
the total changes every day, but the figure was about $85 million as of 
Apr il 6.

The Chairman. Tha t was probably merely a difference of date.
Secretary D illon. It  may well be. The Russians so fa r are  paying  

cash on the basis of bills of lading  and proper papers  indica ting tha t 
grain  has been loaded and indica ting the quanti ties and indica ting the 
ship it is on. When they have been delivered to  a bank in New York, 
the Russians pay within 5 days, which is before the wheat reaches 
the Soviet Union. Tha t is the way all these transac tions have been 
handled, and the figure we got was tha t $85 million had been so 
received.

The Chairman. And commitments have been made for  $125 million ?
Secretary Dillon. It  is $134 roughly from the po int of view of the  

Soviets, bu t roughly $125 from the point of view o f our balance of 
payments. The difference of approximately $10 million would go
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to the foreign shipping for the share of the wheat that is moved in 
foreign shipping.

CANADIA N WHE AT  SALES TO U.S.S .R. AND  CO MMU NIST  CHIN A

The Chairman. Jus t for the record, do you know what the Cana­
dians have sold during  this past  year?

Secretary Dillon. Well, they announced that thei r overall sales to 
the Soviets which haven’t been delivered as yet would amount to 
about $500 million.

The Chairman. Is that  ju st to the Soviets or does it include China ?
Secretary D illon. Jus t the Soviet Union.
The Chairman. I have a few o ther questions I would like to ask. 

Do you know what  they sold to the Chinese in addition to what they 
sold to Russia?

Secretary Dillon. I can give you those figures. It  was less, i t was 
substantial but less tha n what they sold to the Soviet Union. Canada 
has sold to Communist China 1 million tons of wheat, but exact grades 
and prices are not known.

TA RIFF  TR EA TM EN T OF SOVIET AND  MOST-FAV ORE D-NATION IMP ORT S

The Chairman. I have a few other  questions of a more technical 
nature, perhaps.

Wha t is the approximate difference in the U.S. ta riff tr eatment of a 
typical item of Soviet origin and the same item from a country which 
receives most-favored-na tion trea tment ?

Secretary Dillon. I think  tha t is probably impossible to answer 
because it depends on our tariff  for par ticu lar items. In the case 
of some Soviet exports we don’t have very much, if any, tariff. In the 
case where our tariffs are highest, which are usually on such things as 
chemicals or lace or things of that nature, the Soviets don’t export 
them. There would lie a big difference but there would be nothing 
that  would move in tha t area. I think it is really more or less an im­
possible question to answer.

The Chairman. It  depends entirely on the items ?
Secretary  Dillon. On the items, yes.

PRO SEC UTION S UNDER TRA DING W IT H THE EN EM Y ACT

The Chairman. Have there been any criminal prosecutions in the 
last few years for  violation of the T rading With the Enemy Act?

Secretary Dillon. Yes, they go on all the time.
For violation of our foreign asset control regulations—they are not  

numerous—but we have collected, I think,  in fines, criminal fines and 
civil penalties, something over a million dollars. They are not very 
big. I th ink last year we collected something over a hundred thousand 
dollars, in that  area.

VOLUME OF BU SIN ESS BETW EEN FOREIGN  SUB SIDIAR IES AND  TH E BLOC

The Chairman. Did I unde rstand that the Transaction Control 
Regulations apply  only to items on the COCOM list?

Secretary Dillon. That is correct.
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The Chairman. Does this allow foreign subsidiaries or licensees of 
American firms to sell goods to the Soviet bloc for which the Depart­
ment o f Commerce would not issue a license?

Secretary  Dillon. A foreign subsidiary is free to operate under 
the rules of the foreign country; yes, except for COCOM-agreed 
strategic goods.

The Chairman. Do you have any estimate of how much business 
is being done with the Soviet bloc by foreign  subsidiaries of American 
firms?

Secretary  Dillon. Yes. This question was brought up by a con­
gressional committee, so we did sent out a questionnaire to all the 
major companies. We foimd out tha t business being done with 
the Soviet Union by American subsidiaries abroad in items that they 
would presumably not be allowed to trade in here in the  United States 
if they sent the exports directly from the United States  amounted 
to something like $13 million in the 2 years that  we asked for, and 
were done by only about 10 o r a dozen out of over a thousand com­
panies that were asked. The great number of  our foreign subsidiaries 
do not do this, and it did not seem necessary to take any action in 
this field. The study was undertaken to see if there was any wide­
spread trade of th is n ature tha t should be controlled, and the answer 
was ra the r conclusive th at there was no significant volume of it.

BUDGET REQUIRED  FOR HA ND LING  CONTROL MEA SURES

The Chairman. Approximately how large a budget is required for 
the Bureau of Customs and other Treasury aspects of enforcing the 
export control measures applicable to Communist countries?

Secretary  Dillon. Well, I don’t think  I have that  figure, I could 
probably get it in just a second. There are about 27 people, I think, 
working in our foreign assets control of which about 13 are profes­
sionals, and the rest are clerical.

Generally, the biggest volume of the work is, as I said earlier, 
hand ling these applicat ions for imports tha t are presumptively Chi­
nese. Certainly it is just  personnel so tha t actual budget would be 
very small for these 27 people but I will furnish for the record the 
exact figures.

(The following statement was supplied for the record subsequent 
to the hea ring:)

The Foreign Assets  Contro l budget for  fiscal year 1964 is $317,500; $57,500 of 
thi s amount  covers reimburseme nt to the  Federal  Reserve Bank of New York fo r 
suppor t of the  foreign  assets  control sta ff the re and for other foreign assets 
control services rendered by the bank .

QUEST ION  OF DU MPING  CH ARGES A GAINST BLOC COUNTRIES

The C hairman. Are there  any pending charges of dumping against 
any Soviet bloc country ?

Secretary Dillon. We have three pending cases—window glass 
from the U.S.S.R. and from Czechoslovakia and copper sheets from 
Yugoslavia. Four years ago we had a dumping finding out against  
Czechoslovakia in the case of bicycles, where they were dumping, 
and we have been charg ing a dumping duty, and they have been con­
tinu ing to sell us the bicycles and pay the dumping duty. I think
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the y are now con siderin g rev ising  th ei r price and inc rea sin g th ei r 
pri ce  so th at  case will pro bab ly be closed sh or tly  because they  will 
have  ceased to  dum p.

Th e Chairm an . It hasn’t been in  gener al a ma jor p rob lem  ?
Secre tar y D illon. No ; not fo r us.

PR O H IB IT IO N S AGAIN ST  C H IN E S E  TRA DE

The Chairman . I believe you hav e ans wered  thi s, I am not su re:  
I)o  any  othe r free  wor ld cou ntr ies  othe r than  Na tio na lis t Ch ina  pr o­
hibi t all t ra di ng  with Communist. Chin a ?

Secre tary D illo n. Na tionalis t Ch ina , as fa r as I know, is the only  
one th at  pr oh ib its  all trad in g wi th Comm unist Ch ina . I  don’t know  
offh and  how much tra de  t here is be tween the  P hi lip pine s and Com mu­
nist  China. I wou ld not imag ine very much.

AR TI CL ES  PR OHIB IT ED  UNDER F IN D IN G  OF SLAVE LABOR

The Chairm an . Are th ere  any ar tic les  pro duced  in the  Soviet  Un ion  
pro hib ite d fro m en try  into the  Un ite d States  un de r a findin g th at  
they were prod uced by slave la bor?

Secre tary D illon. We  did  have th at  findin g fo r crabmeat . Ho w­
ever,  we rescin ded  th at  some years  ago, and crabm eat  does come into 
the Un ite d State s. Th at  was the  only one th at  I  am aware  of.

The Chairm an . None now.
Secre tar y D illon . None now. I th in k th at  proh ibi tio n was be­

cause we had some evidence, which we thou gh t was  valid , th at  in the 
per iod  rig ht  af te r the  war, some of  the  cra bm eat  was being  proce ssed 
by Jap an ese p risoners  of war an d th ey  were no t be ing  pai d fo r do ing  it. 
Th at  was th e or igi n o f th is s lav e-labor findin g.

TRADE TH RO U G H  HONG KO NG

T'lie Chairm an . W ith  r eg ard to  t rade  between free world  cou ntr ies  
and Comm unist China , how does one  know  wh eth er  or  not there is 
any trad e betw een these  c ountr ies  t ha t goes th ro ug h Hon g Ko ng?

Secre tar y D illon . Well, we hav e, of course, a very lar ge  consula te 
in Il ong Kon g w hich  watches th a t t rade . We  do have  a small Fo re ign 
Assets Co ntr ol Office the re of  ou r Treasu ry , whi ch is des igned to 
service im po rts  into the  Un ite d St ates  so the y can be ce rta in  that  
th ings  they  buy there wou ld no t ar rive  ove r her e and then  be told 
t hey could n ot  come in  because they  we re presu me d to  be of  Com munis t 
Chinese o rig in . We  keep pr et ty  good tra ck  o f the trad e th at  does go 
th ro ug h Kon g Kong.

Th e figu res  ar e pub lished  and  a re  av ailable so I  th in k we kno w w ha t 
it  is.

Th e C ha irm an . Do othe r countr ies  police the ir  tr ad e th ro ug h Ho ng  
Ko ng  in a si m ila r manner ?

Se cretary D illo n. I  d on ’t t hi nk  so, because  as we have sa id befo re, 
othe r coun tries do not  have  th e sam e at tit ud e towa rd  tr ad e w ith  Com­
mu nis t Ch ina .

Th e Chairm an . I  was  th in ki ng  of  Nat iona lis t Chi na. Ev en  with 
Na tio na lis t C hina  it  is difficult to k no w ; isn ’t  it?
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Secretary Dillon. I don’t know. I couldn’t answer tha t question. 
I would have to find out from the S tate Department. 1 just don t know 
what they do in tha t way. I do know they have close connections with 
Hong Kong. Also the Communist Chinese are also in Hong Kong 
so I don’t quite know what  the answer to tha t is.

PR O H IB IT IO N  AGAIN ST  IM PO RTATIO N OF  SO VIET  FU RS

The Chairman. A provision in the Trade Agreements Extension 
Act of 1951 prohib its impor tation of several types of furs from the 
Soviet Union. .

Do you know of any other free world country tha t has simila r 
restrictions agains t Soviet furs  ?

Secretary Dillon. No.
The Chairman. They are not any ?
Secretary D illon. No; I know of none.

A TTIT U D E TOWA RD 5 -Y EA R CR ED ITS  TO U.S .S .R .

The Chairman. Well, to summarize it, do I understand  tha t you feel 
tha t trade  within the 5-year credit limit with the Soviet Union is 
beneficial to our national interests and  beneficial to our balance of pay­
ments ?

Secretary D illon. Yes ; assuming tha t within the 5-year limit means 
tha t credit is appropr iate  to the type of transaction. Certainly , 5- 
year credit for wheat, for instance, would not lie appropriate, so it 
j ust depends on what the transaction  is.

I wouldn’t go for over 5 years in any event. Under the law pres­
ently, of  course, the  Presiden t has only found th at it is in our na tional 
interest to give credit fo r agricu ltural  products.

The Chairman. Tha t is any credit?
Secretary Dillon. Yes.
The Chairman. Even short-te rm credit.
Secretary Dillon. Yes. Our priva te banks can give credit if they 

want. But-----
The Chairman. Yes.

RE ST RIC TI ONS AG AIN ST  GUAR AN TE ES  OF  CR ED IT

Secretary Dillon. The law was changed, as of the first of this 
year, to p rohibi t any credit  by a Government agency except where the 
President finds it is in the national  interes t. The guarantee  of credit 
by a Government agency, which is what is involved—it isn’t actual 
credit but it is a guarantee of credit—has been restricted now by the 
change in the law.

The Chairman. As a practical matter tha t does restra in t rade very 
substantially, doesn’t it?

Secretary Dillon. Yes; unless the President makes such a find­
ing which lie has done in the case of agricultu ral goods.

PRO GRESS  ON  BA LA N C E-O F-P A Y M EN TS PR OB LE M

The Chairman. Do you have anyth ing fur the r you would like 
to add to our information on East-West trad e ?
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Secretary Dillon. Xo; I don' t think so. I think  this has covered 
the Treasury's general position in it very well. If  there are any 
fur ther technical questions the committee may have after studying 
this record, we would be glad to answer them for the record.

The Chairman. Well, we will study the record. If  nothing else 
came out of this hearing, I was very pleased to hear the progress you 
are making on the balance of payments. Tha t will relieve a lot of 
people's worries about it anyhow.

Secretary Dillon. I would hope this would continue. The balance 
of payments has been characterized in the  past by rath er large move­
ments from quar ter to quarter . But  in spite of that , it looks like 
the first quarter will be by far  the best quar ter we have had since 
1957 and certain ly the prospects for this year are again, also, by far  
the best year since 1957.

FR E N C H  IN V E ST M E N T  IN  U N IT E D  STAT ES

The Chairman. I notice in the pape r yesterday there was an an­
nouncement t ha t a combination of companies, one of which was the 
Pechiney Co. in France, is p lanning to build an aluminum plan t in 
this country, I assume with French capital.

Secretary  Dillon. Well, up to at least 25 percent. The interest 
tha t the Pechiney Co. had, tha t would be French capita l, but I  imagine 
tha t when they come to build a plan t in this country it will borrow 
a goodly portion of whatever lenders will lend them of the cost of 
the p lant, and although there may not be a great deal of actua l capita l 
transferred, I  just don’t know what the result will be.

The Chairman. It would be beneficial in the short run if they did, 
wouldn’t it  ?

Secretary Dillon. If  they moved capital  into the United  States it 
would be very beneficial.

The Chairman. There are no restrictions on a foreign company 
investing in such a project here ?

Secretary  Dillon. Oh, no. We are  very much in favor of it. The 
Commerce Department tries to promote it, have foreign investment 
move into the United States.

The Chairman. Well, thank you very much, Mr. Secretary. I ap­
preciate your  giving us this information.

The committee is adjourned.
(Whereupon, at 10:45 a.m., the committee adjourned, subject to 

call of the Chair.)



A P P E N D I X
D epa r tm en t  of  C om mer ce  A naly si s op  S o v ie t  B loc  L ic en sin g  

A cti ons D u rin g  1962 an d 19 63  

19G2

Pr oc es sing  of ap pl ic at io ns  to  ex port  com m odit ie s1 to  th e  E uro pea n So viet  
blo c in 1962 wa s al m os t ev en ly  divi de d be tw ee n ap pr ov al s an d de nials, with  
ap pr ov al s to ta li ng  ap pro xim ate ly  $49 .6 mill ion an d de nial s $48.9  mi llion . An 
an alys is  of th e  co mm od iti es  lic en sed fo r ap pr ova l reve als th a t in dust ri al  ch em ­
ica ls co mpr ised  th e la rg es t sin gle m aj or  ca te go ry . Licenses  va lued  a t 
appro xim at el y  $12.5  mill ion in  th is  ca te go ry  we re ap pr ov ed . Th is co mpr ise d 
ap pro xim at el y  25 per ce nt of  al l blo c lic en sin g fo r th e yea r.  In so fa r as de nials 
ar e co nc er ne d,  90 perc en t ar e ac co un te d fo r by  th e re je ct io n of th e 112 cas es 
co ve ring  au to m ot iv e m ac hi ne  to ol s an d re la te d  goods, val ue d a t $43 .7 mi llion , 
wh ich  had  be en  pen din g fo r ab o u t a yea r an d a ha lf.  If  th es e ar e ex clud ed  
fro m th e st at is ti cs , in dust ri a l ch em icals als o sho w up  as th e m aj or  de ni al  ca te ­
go ry , co mpr is in g $2.4 mi llion  ou t of th e re m ai ni ng  $5.2 mill ion de nied , or  46 
per ce nt . N on su bs id ized  agri cu lt u ra l p ro duct s mad e up  th e se co nd  la rg es t ca te go ry  
of ap pro val s in  1962, to ta li ng  $10.7  mi llion , or  22 per ce nt.  Eve n if Mex ican - 
or ig in  pr oduct s are ex clud ed , agri cu lt u ra l p ro duct s st il l ta ke  se co nd  plac e,  w ith  
$7 mi llion , or  14.4 per ce nt lic en se d.  Thi s ca te go ry  did not fig ure in de nial s fo r 
th e  ye ar . In dust ri a l equ ip m ent al m os t m at ch ed  th e lic en sing  to ta l fo r ag ri­
cu lt u ra l pr od uc ts , w ith  appro xim at el y  $6.9 mi llio n ap pr ov ed , or  14 per ce nt.  
The  d en ia l of th e au to m oti ve m ac hi ne  tools in  1962 ac co un te d fo r all  b u t ap pro xi­
m at el y $200,000  w or th  of in dust ri a l equip m en t de ni ed  duri ng  th e ye ar . If  
th es e tools ar e ex clud ed  from  th e  to ta ls , de ni al  of oth er  in dust ri a l eq uip m en t 
am ounte d to  on ly  3.8  perc en t.  O th er  m aj or ca tego rie s of ap pr ov al s in  1962 
ar e sy n th eti c  ru bb er s,  $2 .4 m ill ion,  or  4.8 perc en t;  sy n th eti c  fib er an d ti re  cord , 
$2.2 mill ion,  or  4.5  perc en t;  med ic in al s and vi ta m in s,  $1 .8 mi llion , or 3.7  per­
ce nt;  sy n th eti c  resin s, $400 ,00 0, or  0.8  perc en t;  an d la bora to ry  eq ui pm en t, 
$100,000 , or  0.2 pe rc en t.  O th er  sign if ic an t de ni al  ca tego rie s fo r 1962 ar e ca rb on  
stee l sk elp,  $800,000 , or 1.9 perc en t;  no nf er ro us  m et al s,  $600 ,00 0, or  1.2 per ce nt;  
an d au to m otive ve hic les , en gine s an d p art s,  $200 ,00 0, or  0.4  pe rc en t.

1963

In  1963, ap pr ov al  of co m m od iti es  to  th e  E uro pe an  So viet  blo c am ou nt ed  to  
$139 .1 mi llio n an d de nial s to  $4 .5 mi llion . While th e to ta l proc es sed in 1963 as 
co m pa re d to  1962 does not show’ an  ex trem el y sign ifi ca nt  increa se , i.e. , $14 3.6  as 
ag ai ns t $98 .5 fo r 1962, ap pr ova ls  j um ped  f ro m  $49 .6 to  $139.1,  or  n ea rly th re ef ol d.  
D en ia ls  fell  fro m $48 .9 mi llion  to  th e  ab ov e- m en tion ed  $4.5 mi llio n. Of th e  t o ta l 
ap pr ov al s in 1963, ag ri cu ltura l pro duct s m ad e up  th e la rg es t sin gle  ca tego ry , 
co mpr is in g ap pro xi m at el y $85.4  mi llion , or  61.2 pe rc en t. Of th is  to ta l,  su rp lu s 
ag ri cu ltura l co mmod iti es  am ounte d  to  $76  mi llio n, or  55 pe rc en t. Non subs id ize d 
ag ri cu ltur al  pro du ct s appr ov ed  am ounte d to  $16.3 mi llio n, of wh ich  Mex ican - 
ori gin  pro duc ts  co mpr ise d $6 .9 mi llion . The  U.S.-or igi n no ns ub sidi ze d ag ricu l­
tu ra l pro du ct s am ou nt ed  to  $9 .4 mi llion  as  co mpa re d to  th e  $7 mi llio n lic ensed  in 
1962. If  th e  s ur pl us  a gri cu ltura l p ro duct s to ta l is e xc lude d fro m t h e  to ta l licensed  
fo r 1963,  th e  U.S.-o rig in no ns ub sidi ze d ag ri cu ltur al  pr oduct s am ounte d to  14.9 
per ce nt of th e  re m aind er . T o ta l va lue of in dus tr ia l ch em ica ls licensed  in  1963 
was  al m os t tw ice  as  large  as  th e  am ount ap pro ve d in 1962: $23 .2 mi llio n as  co m­
par ed  w ith $12.5. The  p er ce nt ag e,  ho we ve r, dr op pe d fro m t he  2 5.2  figure  for  1962 
to  16.6 fo r 1963 be ca us e of th e  incr ea se  in ac ti v it y  in s ur pl us  ag ri cu ltura l p ro du ct s.  
If  th e  to ta l va lue of th e  la tt e r is ex clu de d fro m th e  am oun t lic ensed in 1963,

■ Since this  analysis  is based on dol lar value, an d technical da ta applications seldom show value, licensing 
of such cases is not included.
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indus trial chemicals are seen to  have increased to 37 percent of the licensed tota l. 
Industr ial equipment , bolstered by the  appro val of $9.3 million for pota sh miners 
and related items, rose to $10.9 million for the  year, or 17.3 percent of the  (non­
subsidized) total. Synthetic rubber approvals fell in 1963 from $2.4 million to 
$1.4 million, or 2.2 percent of the  (nonsubsidized) tota l. Approvals of syn thet ic 
fiber and tire cord; synthetic  resins; and  medicinals and vitam ins each accounted 
for approxim ately  $1 million of the  (nonsubsidized) approved, or 1.6 perce nt each, 
and laboratory equipment amounted to $400,000, or 0.6 percent. As in 1962, 
industria l chemicals were also one of th e majo r denial categories, although it took 
second place t o carbon steel skelp. Approxima tely 1.7 million worth of skelp, or 
38 percent of all denials, led the  list for 1963. Ind ustrial  chemical denials 
amounted to $1.3 million, or 29 percent, and  industria l e quipment denials came to 
$900,000, or 20 percent. Also of significance is the  fact  th at  approvals  of syn the tic 
rubber dropped, as mentioned above, to  $1.4 million from $2.4 the previous year, 
although only $300,000 worth of sy nthetic  rubb er was denied in 1963. 

Attach ments:
1. Licenses a pproved by majo r comm odity  categories.
2. Licenses denied by major commodity  categories.

[Attac hment  1]
Licenses approved by major commodity  categories

[Value in  millions]

1962
1963

Tota l Expor t surplus

Value Percent Value Percent Value Percent

Indust ria l chemicals.................. .................. $12.5
7.0

25.2
14.1

$23.2
85.4

(76.0)
10.9
(.3)

(9.3)
1.4
.9
.9
.4

1.0

16.6 
61.2 

(55.0) 
7.4

$23.2
9.4

37.0
14.9Agricu ltural  produc ts....... . .........................

Surplus agricu ltura l products _____
Industr ial equ ipm ent___ ______ ______ 6.9

(5.4)
(0)
2.4
2.2
.4
.1

1.8

14.0 10.9 17.3

Synthet ic ru bb er .............. ..........................
Syn thet ic fiber an d tire cord ....... ...........
Syn thet ic resins ........... . ..........................
Labo ratory equipm ent.................... ...........
Medicinals a nd  v ita mins...... .....................

Total  of above------- --------------------
Mexican origin agricu ltura l products------

Total  plus Mexican orig in...... .........
Tota l licensed

4.8
4.5
.8
.2

3.7

1.0
.6
.6
.3
.7

1.4
.9
.9
.4

1.0

2.2
1.4
1.4
.6

1.6

33.3
3.7

67.3
7.5

121.4
9.6

87.1
6.9

48.1
6.9

76.4
10.9

37.0
49.6

75.0 131.0
139.1

94.0 55.0
63.1

87.3

[Attachment  2]
Licen ses denied  by major commodity categories

[Value in millions]

1962 1962 expor t ma­
chine tools

1963

Total
value

Percen t Value Percent Value Percent

I ndustr ial chemicals.........  .. ...............- - 2.4
43.9

(43.7)
.2
.8
.6

5.0
90.0

2.4
.2

46
3.8

1.3
.9

29
20Indust ria l equipm ent ..................................

Auto machine tools
Automotive vehicles, engines an d p art s. ..  
Carbon steel s ke lp .. ..  ______________

.4
1.9
1.2

.2

.8

.6

3.8
15.0
12.0

1.7 38
Non ferrous meta ls _ .... . _..........
Synthetic  rubbe r .3 6

Tota l of ab ove. ............... . ................ 47.9
48.9

98.5 4.2
5.2

81.0 4.2
4.5

93
To tal  denials -_ _
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D epa rtm en t  of  C ommer ce  D ata on  P r in c ip a l  E x po rts  to  S o v ie t  
B loc

The principal exports  to the  U.S.S.R. and to the  sate llites  dur ing the  period 
1960-62 are shown in the  attached table . As will be noted, these figures show 
some wide fluctuations in the  principal categories. For example, no inedible 
tallow, expor table under general license, was shipped to the  U.S.S.R. in 1960. 
In 1961, U.S.S.R. expor ts totaled $15.1 million, bu t they dropped in 1962 to $4 
million. Textile machinery  exports to the  U.S.S.R. fell from $12.7 million in 
1960, to  $9.9 million in 1961, and to $176,000 in 1962. Exp orts  of other  indus tria l 
machinery to the  U.S.S.R.  totale d almos t $3 million in 1960, drop ped to $2 
million in 1961, but  rose to $3.3 million in 1962.

Princ ipal exports to the  sate llites  during 1960-62 show a wider range of goods 
tha n do the  shipments to the U.S.S.R. Agricultural  products,  princ ipally  to 
Poland, were the  larges t single category, followed by a wide range of industr ial 
machinery. Iron and steel  mill products were large in 1960, bu t fell from the 
$5.1 million figure for th at  y ear  to $176,000 in 1962.

U.S . exports
[Value In U.S . dolla rs] 

U.S .S.R .

Hides a nd  s ki ns _________________
Ine dible ta llo w .......... .............. ...........
Sy nt he tic  r ubber............ ....................
Sy nt he tic  fibe rs a nd  ma nu factures
Texti le mac hi ne ry _______________
Other  ind us tr ia l mac hine ry ______

Tot al  abo ve _____ ______ _
Yea r’s to ta l_____________________

1960 1961 1962

1,798,000 1,939.000
15,122,000 4,011,000
1,463,000 1,459,000

2,803 ,000 4,660,000 1,986,000
12,721,000 9.928,000 176,000
2,975,000 1,973,000 3,319, 000

20,297,000 33,146,000 12,890,000
38,440,000 42,662,000 15,253,000

S A T E L L IT E S , IN C L U D IN G  PO LAN D

Ag ric ul tura l prod uc ts,  total .

Bar ley____ ___________
Rice____ _____________
W he at _______________
Hi des a nd  s kins _______
Ta llow,  ined ib le .............
Cot ton m an uf ac tu re s. . .

Ru bb er , sy nth et ic ........ ........................................ . ........................... .
Sy nthe tic  fibe rs a nd  m an uf ac tu re s______________ _________ _
Sul fur , cr ud e.........................................................................................
Iron  a nd  s tee l m ill  p ro du ct s...............................................................
M ac hine ry  (ag ric ult ural,  cons tru ct ion,  ele ctr ica l, and  in du s­

tri al ),  to ta l___ _____________ ___________ ____ ______ ____

M etalwor ki ng ___________ _______ ____________________

Tot al  a bo ve ......................... ............ ......................-............
Yea r’s to ta l______________ _________ ________________ ____

129,959 69,672 86,968

i 14,815 13,138 i 9,873 
i 3,003

i 74.009 i 27,768 * 26,237
2,517 4.291 5,898
3,168 3,940 4,197

i 15,536 i 16,635 i 20,524

485 782 1,684
1,044 829 645

768 470 1,012
5,055 1,168 176

4,266 3,531 3,557

1,113 1,553 2.128

141,577 76,452 94.042
155,413 90,662 109,883

i S hipm en ts  to  P ola nd .
Source:  63d a nd  66 th qu ar te rly  r ep or ts (1st  a nd  4 th  qu ar te r,  1963) by  t he  Se cretary of C om me rce .
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D epa r tm en t  of C om m er ce  D at a on  P rin c ip a l  I mpo rt s F rom 
S o v ie t  B loc

During  the  period 1960-62, 80 to  85 percent of all U.S. imports from the 
U.S.S.R. were in furs, ores, benzene,  and  naphthalen e. Figures are as follows:

U.S . imports
U.S .S .R .

1960 1961 1962

F u rs________________________________ $5 ,96 7,000
5.6 85 .00 0 
7,8 19 ,00 0

$6 ,76 2,0 00
6, 754 ,000 
3,67 1,00 0 
2,01 8,00 0

$7,462 ,000 
5,0 07,000O re s_________________________ _____ ____

B en ze ne_________  ______________________  .
N ap h th a le n e -.  ________ ____ _ _______ 409 ,000

T o ta l abo v e_____________________ _______ ___________ 19,4 71,000  
22 ,76 4.000

19,205,000 
23 ,22 8,0 00

12,8 78,0 00 
16,180,000T o ta l im p o rt s_______________________  . .

Approximate ly 70 percent of all imports  from the  sate llite countr ies, in the 
period 1960-62, were in seven categories:  meat and meat products , hides, skins 
and furs, glass products, bicycles and  par ts, wood manufac tures , casein, and 
feathers. Figures are as follows:

S A T E L L IT E S, IN C L U D IN G  PO LAN D

1960 1961 1962

M eat and  m e a t p ro d u c ts ___ .  ______ ____ $28 ,573,000 
3.7 52 ,00 0 
3.024 ,00 0 
1,5 66,000 

819 ,000  
1,3 90,000 
1,259,000

$26,8 50 ,00 0 
3,09 5,00 0 
3,43 5,00 0 
1,4 94 ,00 0 
1,551 ,00 0 
2,0 65 ,00 0 
1,1 65 ,00 0

$26 ,238,000 
5,265 ,00 0 
3,5 87 ,00 0 
1,9 44,000  
2,107 ,00 0 
1,399,000 
1,254,000

H id es , sk in s,  an il  fu rs ....................... . .
Glass  p ro ducts ____________________ _____________
Bicyc les an d  p a r ts ...... ........... .. ..........  ........... .......
W oo d m anufa c tu re s__________________________
C as ei n_____________ _________ _____________
F ea th e rs _______________ ______________

T o ta l above . ________________________  . . 40 .38 3,0 00  
57,519,000

39,65 5,0 00  
57 ,60 2,0 00

41,794 ,000
62,111 .000T o ta l im p o rt s_____________________________

United State s trade with Cuba, 1957 -63 1

[I n th ousa nds of  do lla rs ]

Per io d
Export s,
in cl udi ng
re ex port s

G en er al
im po rt s

A nnual :
1957___________________ ____ . ____ 618,582 

546,947 
438,593 
223,726 

13, 716 
13,398 
36,476

481,866 
527,831 
474,663 
357,306 

35,125 
6,80 6 

53

1958____________________
1959_____ _____ ________ . _____
I 9 6 0 .. ......................................
19 61 ._____________________
1962_____________________
1963........... . .............................

1 P re pare d  by  D epart m en t of  C om m er ce .
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Analysis of United States-Cuban Trade, 1961-63

Our own trade  with Cuba has declined sharply  over the  last  3 years. In 
1961, as a resu lt of our October 1960 export embargo, our exports to Cuba were 
only $13.7 million, mainly in foods, medicines and  medical supplies. In the  
same year  our imports were $35 million, most ly in tobacco, fresh fruits, and 
vegetables.

In 1962, our  exports to Cuba  were only $409,251, if we pu t aside the more than  
$13 million of goods we sent  for prisoner relief and  ransom. Of the  $409,000 
over $300,000 was exported in the  first qua rter , with a successively  diminishing 
volume for the remainder  of the  year. In term s of comm odity  composi tion, 
shipm ents under  general license (foods, medicines, and medical supplies) consti­
tuted  abo ut 90 percent  of the  exports. The balance of th e shipm ents,  i.e., under 
val idat ed license, were those to diplomatic  missions in Cuba,  to inte rnational 
(friendly) communicat ions media,  and equip men t and supplies for  malaria eradica­
tion by the  Pan American Health Organization.  Impor ts in 1962 dropped to 
$6.8 million (of which $6.5 million was tobacco).

In 1963, tot al commercial expo rts amounted to $63,849, with the  prisoner  
release shipm ents (termin atin g in July) amount ing to $36,411,701. Of the 
$63,849 commercial expor ts, abou t 85 perc ent were under general license with 
the rema inder, unde r val ida ted  license, destined to the  end users as indicated 
for 1962. Imp orts  in 1963 were negligible, only $53,000 of goods (tobacco) 
ordered before our import embargo came into  effect.

COCOM Trade With Cuba

The Cuban trad e of our COCOM friends  (plus Spain and  Sweden) generally  
dropped from 1961 to 1962 on th e export side, from $101.7 million to  $51.5 million, 
while increasing on the  import side from $66.5 million to $89.7 million. Incom­
plete figures for 1963 (mainly  first 9 m onths), show a sub stantial rise in impor ts, 
to $109 million, and exports of $41.4 million.

Selected free world trade with Cuba 
[I n th ousands o f do lla rs ]

1961 1962 1963

Im port s E xport s Im port s E xport s Im port s Expor ts

U n it ed  S ta te s____________________________

C an a d a___________ ____ _________________
B el giu m -L uxem bourg ____________________
D en m a rk .............................. - ------- ----------------
F ra n ce ........ ..................... ............... ......... ..............
W es t G e rm an y __________________________
G re ec e_____ _____ ______ ________________
Ita ly ..........................................................................
N e th e rl an d s__ ________ _________________
N orw ay---------- ----------------------------------------
P o rt u g a l....................——.................................—
S p a in -------------------------------------------------------
Sw ed en _____ ____________________________

35,1 29 13, 716 6,806 13,398 53 36,985

T u rk e y .............................................. ......................
U n it ed  K in g d o m ,. .......... ..................... ............
J a p a n ....................................- ............. - ............... -

4,99 9
847
97

1,184 
2,011  
3,434

327
4,25 7

226
4

9,24 0
522

15,009
24,3 38

T ota l 66,495

30, 131
4,0 98

862
5,861

11,767

4,030
10,952
2,2 99

879
4,401 
1,372

13,229  
11,801

101,682

2,610 
1,414

118 
2,30 7 
5,785 
4,960

205
3,594

359

8,51 9
4,17 0

19,922 
35,809

89,772

10,180
1,342

473
1,841
5,727

4,296
2,014

325
3,0 93
1,642

6,943 
2,578 
1,364  
3,7 07 
4,1 33

1,445
8,090
2,0 19

8
1,372 
1, 159

7,264 
10,603

51,523

35,443 
10,409

549
9,0 08

4,966 
3,246

210
2,524
2,7 24

33, 648 
10,057

5,5 18 
2,204

109,139 41,462

U.S. trade with Yugoslavia  1

IMPORTS

[V al ue  of U .S . im port s (fo r co nsu m pti on ) from  
Y ug os la vi a,  19 57-Ju ne  1963. V al ue in  mill ions ]

Va lue
1957.................................................................................... $33 .8
19 58 -................................................................................ 28.7
1959 .......... .....................................................- ...............  34 .7
1960 ............  40.2
1961 ...........................    39 .3
196 2, ...........................    48.3
1963 ( J a n u a ry -J u n e ) ..................................... ............ 23 .0

EXPORTS

[V al ue o f U .S . e xport s to  Y ugo sl av ia , 19 57 -Jun e 1963. 
V al ue  in  mill io ns ]

Va lu e
1957................... ................................................................$1 49.8
19 58 ......................................................    115 .0
1959 .....................................- .........................................  121.4
1960 ...........................................    85 .7
1961 ......................................................     153.8
1962 154 .2
1963 ( J a n u a ry -Ju n e ) ........................ .......................  125 .3

> P re pare d  b y  D ep a rt m en t of  C om m er ce .
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T able  C.— U.S . exports to Yugoslavia  by major commodity  groups 1

[I n  m il li on s of  d ol la rs )

00. A nim al s and  pro duct s,  ed ib le ..... ............. .....................
0. A ni m al s and  p ro duct s,  in ed ib le ....................................
1. V eg et ab le  p ro duct s,  e d i b l e . . . . ......................................
2. V eg et ab le  pro duct s,  in ed ib le ..........................................
3. T exti le  fib ers an d  m anufa ctu re s ....................................
4. W oo d an d  p ap e r............. ....................................................
5. N onm et al li c m in era ls ........................................................
6. M eta ls  a nd  m eta l m anufa ctu re s________ ____ ____
7. M ac h in er y  a n d  ve hic le s...................................................
8. C he m ic al s an d  r e la te d  p r o d u c t s . . . . .............. .............
9. M is ce ll an eo u s .. ...................................................................

T o ta l...................................................................................

P er ce nta ge of  U .S . export s to  a ll  dest in a ti ons..................
Im p o rt s  fro m  U .S . a s p er ce n t of  to ta l Y ug os la v i m p o rt s .

1957 1958 1959 I960 1961 1962

10 .0 3. 0 0.9 0.7 0. 1 0. 3
4. 1 4.6 3.2 1.8 5. 6 1.5

61 .0 42 .7 58.3 2.9 47 .2 53 .6
6. 0 8.9 10.1 5.5 10 .2 10. 2

19 .2 15.4 19. 1 12.3 16.5 17.4
. 1 . 1 .2 .7 3.1 1.5

6. 1 4.9 4.8 5.5 6.0 5.6
4. 1 1.8 4.7 12.5 17.7 17.2
6.4 9. 6 5.6 27.2 33.4 32.4
1.7 1.8 2.0 2.8 3.5 3.6

30 .9 22 .3 12.7 13.9 10.6 10.6

149 .8 115.0 121.4 85.7 153 .8 154.2

.7 .6 .7 .4 .7 .7
23 .0 17.0 18.0 10.0 17.0 16.0

1 P re pare d  by  D e p a rtm e n t of  C om m er ce .

T a ble C. l.—Selected subgroups from  groups 6 and 7 in  table C l

[I n  m il lion s o f d ol la rs ]

1957 1958 1959 1960 1961 1962

6. Ir o n  a n d  ste el  sc ra p . . ___________________ ______ 1.6 1.3
C opper , or e an d  sem if ab ri ca te d______ ____ _______ 2. 2 1.7 1.8 6. 1 6. 8 4.0
A lu m in um , or e an d  se m if abri ca te d ............................... .02 2.7 4. 5 3.6 3.8
Ir o n  a nd  ste el  m ak in g  raw  m ate ri al s _____________ 4. 9 1.3
Ir o n  a nd  stee l m il l p r o d u c t s ., .......... ......... ......... . ......... . 1 .02 .04 .05 1.3 2.7

7. E le ct ri ca l m ach in ery  a n d  a p p a ra tu s ______________ .7 1.3 .5 1.3 3 .9 3.6
Pow er ge ner at in g  m ach in ery , no t el se whe re  cl as si­

fi ed___ _______________  . . _________ ______ _ .4 .4 2.4 2.4 2.3
C onstr uc t ion , e xcav at in g  an d  m in in g  m ach in ery ___
M eta l cu tt in g  m ach in e to o ls .................... ...............

2.3 1.9
.3

2.4
.02

5.0
.02

4. 1 
1.0

1.9
1.9

T exti le , se w in g,  an d  sh oe  m a c h in e r y .. .......... .  . . . 1 .2 .2 1.4 1.1 .6
In d u s tr ia l m ach in ery  an d  p a rt s , no t'e ls ew he re  clas si ­

fied _______  . .  .................... ............. ........... ............. .7 .9 .6 4.8 3. 3 11.6
R ail w ay  tr a n sp o rt a ti o n  eq u ip m en t_______________ . 1 9.3 14.4 . 1
A gri cu lt ura l m ach in er y  and  im ple m en ts  an d  p a r t s . . .01 .3 1.4 .3 . 1
A ir cr af t p a r ts _______________ .8 3. 2 .05 .05 .0 5

1 P re par ed  b y  D e p a rtm en t o f C om m er ce .
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D epa rtm ent  of  A g r ic u ltu re  D ata on* E xpo rts  to  t h e  S ovie t  
B loc

Grains:  U.S . exports to Soviet bloc countries

Des tin at ion

Ju ly  1963 to Ja nua ry  1964 Feb ru ar y-J un e 1964 1 Ju ly -J une

Th ou sand s 
of metr ic 

ton s

Th ou sa nd s 
of doll ars

Tho us an ds  
of m etr ic 

ton s

Th ou sa nd s 
of do lla rs

Tho us an ds  
of met ric  

ton s

Th ou sa nd s 
of d ol la rs 2

WHEAT

Czech oslov akia........................... 6.8
31.5

163.4
443.7

75.2

451.2 
2,01 8.6 

10,371.1 
28,096.9 
4,859.2

25.7 
71.5
39.8  

506.3
1,636 .0

1,705 .2 
4,58 1.8 
2,526.1  

32,060.9 
105,713.4

32.5
103.0
203.2
950.0

1,711.2

2.156.4
6.60 0.4

12,897. 2 
60,157.8

110,572.6

Ea st  Ger man y______________
Hun ga ry . _________________
Pol an d,  .................................. ,
U .S .S .R ___________________

T ota l........ .............. ........... 720.6 45,797.0 2,279.3 146,587.4 2,999.9 192,384.4

RICE
Po lan d _______________ ____ 4.2

12.6
694.0 

2,142.8
4.2

50.0
694.0 

8,503.2U .S .S .R ________________ 37.4 6.360 .4

T o ta l. ............... . .............. 16.8 2,836.8 37.4 6,360 .4 54.2 9,197 .2

CORN

Eas t Ger m an y______________ 56.5
116.9
16.0

2.910 .1
6,120.3 

822.9

56.5
116.9
16.0

2,910.1 
6,120 .3 

822.9
H ungar y___ _____________  .
Po land  ____ ____ __________

T ota l____________ ____ 189.4 9.853.3 189.4 9,853 .3

PARLEY

Ea st  Ger m an y........... . ............ 9.9
91.9

450.6 
4,427.0

9.9
151.0

450.6 
7,274.0Pola nd _____________ _______ 59.1 2,847.0

T ota l............................ . 101.8 4.877.6 59.1 2,84 7.0 160.9 7,724. 6

ALL GRAINS

Cz echoslo vakia ____________ _ 6.8
97.9

280.3
555.8
87.8

451.2 
5,379 .3 

16.491.4 
34.040.8  
7,002.0

25.7 
71.5
39.8 

565.4
1,673.4

1,705. 2 
4,581.8 
2,526.1 

34,907.9 
112,073.8

32.5
169.4
320.1

1,121.2
1,761 .2

2,156.4 
9,961.1 

19,017.5 
68,948 .7 

119,075.8

Eas t G er m an y___ ______
H un gar y___________  ______
Po land  ____ _____ ____ ____ _
U .S .S .R ______

T o ta l . .. ............... ............ 1,028.6 63.364.7 2.375 .8 155,794.8 3,404.4 219,159.5

1 Known  sales  a nd regi str at ions  expec ted  to  be  expor ted by  June 30, 1964.
2 T ot al  v alue  d er ived  f rom  u n it  v alu e o f exp ort s J uly -J an uar y.

Fru its and  vegetables: U.S . exports to Soviet bloc countries, 
Ju ly  1963 to J an ua ry  1964

Des tin at ion Uni t Qua nt ity Value

Hops:  Cz echoslo vakia ....................................... ...................... Poun d____ ______ 551,062 $429,390
Pr un es , dri ed : Eas t Ger m an y_________________  . . . ____d o...................... 9,625 2,365
Oils,  n at ur al  ess en tia l, no t elsewhe re class ified:  P o la nd .. _._do..................... 396 L 100
Fru it  juices, not els ew here classified, can ned or frozen: Gal lon__________ 94,500 176,400

Czech oslova kia .

U.S . exports  of dairy  products to Eastern  Europe, Jul y-D ecember 1963
[In thou sa nd s of pounds]

Des tin at ion B utter Anh ydrou s
fat

Nonfat  
d ry  m ilk

Po la nd .......... ...................................... . . .  . 7,270 80 129
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Meat products: U.S . exports  to Soviet bloc countries, 
Ju ly  1968 to J an ua ry  1964

D esti na ti on P ounds D ol la rs

E a st G e rm a n y .__  _______  .  ___________________________________ 1,226,380 107, 710
P o la n d .. ............................ ....... ............... ............. ......................... ................. . ............. 13,443 10,687

T o ta l __ _________________  ___________  ____ ____ _ 1,239,823 118,397

Livestock  and meat products: U.S . exports of lard, tallow, greases, etc., to Soviet bloc 
countries, Ju ly  1963 to Jan ua ry  1964

D est in a ti on

L ard In ed ib le  ta llow

T housand
pounds

T housand
do ll ar s

T housand
pounds

T housand
dol la rs

C zecho slo  vak ia _______________________________________ 6.43 7 721 1,347
554

105
36E a st G erm an y . . .  _  _____ ________

H u n g ary 2,016 206
U .S .S .R ' 26,300 1.630

T o ta l____ ________________________________ _____ 8,45 3 927 28,201 1,771

N o t e .—N o ex por ts  of short en in g  an im al fa ts , ole o oi l or  ole o st ea ri n , ole o st ock , ed ib le  ta llow , an im al 
grea se s a n d  fat s,  a n im al oil s, st ea ri c ac id , and  o le ic  ac id  t o  th e  a bo ve co untr ie s.

Hides: U.S . exports to Soviet bloc countries, Ju ly  1963 to J an ua ry  1964

D esti n a ti o n Pi ec es D ol la rs

C ze ch osl ov ak ia  ................  . . ............................................................ ............... 14,348
47,036
44,881
56,956

581,488

94,725
161,960 
297,600 
255,123 

3,5 99 ,69 8

H u n g a ry ____________________________________________________________ ______
L a tv ia .2 ___________________ _____________ _________________________________
P o l a n d . ..................  . _ . . . . .  _______  . . . . . . .
U .S .S .R _____________________________ _________ ____ _____ ________________

T o ta l_____ ______ _____________________________ ______ __________ ____ 744,709 4,4 09,076

Cotton: U.S . exports to Sov iet bloc, fi scal year 1964

C o u n tr y A ctu a l ex po rt s,  
J u ly -Ja n u a ry

E s ti m a te d  e xport s,  
F eb ru a ry -Ju n e

E sti m ate d  to ta l e xp ort s,  
Ju ly -J u n e

P o la n d  .................. ............... ..

Th ou sa nd
bales

47

M il lion
dol lars

5. 8

Th ou sa nd
bales

78
7

37

M il li on
dollars

9.7  
.9

4. 8

Th ou sa nd
bales

125
7

37

M il lion
dollar s

15.5
.9

4.8
H u n g a ry ____________________
B u lg ari a ............................ .............

T o t a l . . _____ __________ 47 5. 8 122 15.4 169 21 .2

Unm anufactu red tobacco: U.S. exports to U .S .S .R . and sate llites,1 Ju ly  1963 to 
Ja nu ar y 1964

T housand
pounds

T housand
dol la rs

E a st G e r m a n y . ............ ........... .........  .  . ..... ....................... .................. 643 469
P o la n d ...........2................... ........... ................... ......................... ......... ..................................... 3,511 2,599
All o th e rs ________ __________ _______ ________________ _____________________ 0 0

1 A lb an ia , B ulg ar ia , Cze ch os lo va ki a,  E a s t G er m an y , P o la n d , and  R um an ia .
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United States: Exports to Soviet bloc countries of oilseeds, vegetable and animal fat s 
and oils, and oilseed cakes and meals, by coun try indicated, quantity  and value, 
Ju ly  1963 through Janu ary 1964

C o u n tr y  a n d  com m odit y U n it
J u ly  1963 
th ro ugh  

J a n u a ry  1964

C ze ch os lo va ki a:
S oy be an s (exc ep t ca nned  o r pr ep ar ed )

L a rd  (incl udin g  r en dere d  p ork  fa t)

T al lo w , in ed ib le .

P ounds .............................................. 37,982 ,880
S hort  to ns  _______________________ 18,991
D ol la r val ue  ............  .............. ......... $1,8 01,1 65
P o u n d s____________ _____________ 6, 437.037
S hort  to ns _________________ ____ 3, 218
D olla r va lu e _____ ______ . - - - - - - $720,807
P o u n d s____ ______ _- - - - - - - - - - ___ 1,347,460
S hort  to ns ...... ............. ....... ....... ... 674
D oll ar v a lu e ......... ....... ........... ............. $105.102

T o ta l p o u n d s........
T o ta l sh ort  to n s ..  
T o ta l do llar  va lu e.

E a st G er m an y:
T al lo w , in ed ib le ___

45,7 67,3 77
22,883

$2,627 ,074

Soyb ea ns (exc ep t ca nned  or  p re pa re d)

T ota l p ounds..................................
T o ta l sh ort  to n s ................................
T o ta l do llar  va lu e .............................

H ungary :
L ard  (inc lu din g  r en der ed  po rk  fa t)

Soyb ea n o il ca ke  an d  oil  ca ke  m ea l

T o ta l p o u n d s ........
T o ta l sh o rt  to n s . . 
T o ta l dol la r va lu e.

P ola nd:
T al lo w , in ed ib le ___

Soy be an s (e xc ep t ca nn ed  or  pr ep ar ed )

B utt er .

A nhydro us m il k  fat .

Soy be an  oil ca ke  a nd  oil ca ke  m ea l

Soy be an  oil , cr ude .

T o ta l p o u n d s____
T o ta l sh ort  to n s ..  
T o ta l dol la r va lu e.

R um an ia : A nim al grea se s, fa ts , i ne di bl e,  n o t e lsew he re  
clas sif ied .

T o ta l p o u n d s ........
T o ta l sh ort  to n s ..  
T o ta l doll ar  va lu e.

U .S .S .R .:  T allow , in ed ib le .

T o ta l p o u n d s ........
T o ta l sh ort  to n s ..  
T o ta l do ll ar  va lu e.

So ur ce : B u re au  of th e  C en su s.

P o u n d s .........
S ho rt  to n s .. . 
D o ll a r val ue
P o u n d s .........
S hort  to n s .. . 
D ollar va lu e.

P o u n d s .........
S ho rt  to n s .. . 
D o ll ar va lu e.
P o u n d s .........
S ho rt  to n s .. . 
D ollar  va lu e.

554,410 
277

$36,036 
8,095, 740 

4,048 
$403,920

8,650 ,15 0 
4,325 

$439,956

2,0 15,972  
1,008 

$205, 509 
11, 242,000 

5,621 
$458,942

13, 257,972 
6,629 

$664,451

P ounds _______________________ 54,640,906
S hort  to ns . _____________________ 27,320
D olla r va lu e_____________________ $3, 337, 664
P o u n d s__________________________ 63, 487, 080
S hort  to n s .. ______________________ 31, 744
Dol la r va lu e_____________________ $2, 749,216
P o u n d s. ________________  _____ 7,269, 697
S hort  t o n s . ______________________ 3,635
D ol la r v a lu e_____________________ $2,199, 579
P ounds _______________________ 79, 992
S hort  to ns  ______________________ 40
Dol la r v a lu e____________________ - $27,997
P ounds ________________________ 6, 430,000
S hort  to ns  ____________________ 3,215
D ol la r v a lu e_____________________ $257,647
P ounds ______ ______ - ..................... 8,099, 459
S hort  to ns ______________________ 4,050
D ol la r v a lu e ............... ............. ............. $789,020

P o u n d s .........
S ho rt  to n s .. . 
D ollar va lu e.

P o u n d s ..........
S ho rt  to n s .. . 
D ollar va lu e.

140, 007,134 
70,004

$9,361 ,123

32,385
16

$7,265

32,385
16

$7,265

26,300 , 000 
13,150

$1,629, 750

26,300 .000 
13,150

$1,629, 750
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M em or an du m , an d A tt ach ed  St a tem en t , C o n cern in g  D e t e r ­
min ati on  U nder  S ec ti on  2 3 1 (b )  of t h e  T ra de  E x pa n sio n  A ct  
of  1962, as  A m en d ed , P erm it tin g  C o n tin u a tio n  of  N on ­
dis cr im in ato ry  T R A D E  T R E A T M E N T  FO R P O L A N D  AN D Y U G O SL A V IA

T h e  W h it e  H o u s e , 
Washington, D.C., March 26, 196^.

Memorandum for—
The Secretary of State.
The Secretary of the Treasury.

Subject: Determination under section 231(b) of the Trade Expansion Act of 1962, 
as amended, permitting continuation  of nondiscriminatory trade trea tmen t 
for Poland and Yugoslavia.

Pursuant to section 231(b) of the Trade Expansion Act of 1962, as amended, I 
hereby determine th at extending the  benefits of trade  agreement concessions made 
by the United States to products, whether imported directly or indirectly, of the  
Polish People’s Republic and the Socialist Federal Republic of Yugoslavia, both 
of which were receiving trade concessions on December 16, 1963, will be important 
to the national interest and will promote the  independence of these two countries 
from domination or control by interna tional communism. The reason for this 
determination are contained in the attached statement.

The Secretary of S tate is directed to report this determination and the reasons 
therefor to the Congress, as required by section 231(b) of the Trade Expansion 
Act of 1962, as amended.

The Secretary of the Treasury  is directed to inform the Commissioner of 
Customs of this determination.

L yn do n B. J o h n s o n .

Sta te m e n t

Subject:  Determination under section 231(b) of the Trade  Expansion Act of 
1962, as amended, permitting continuation of nondiscriminatory trade  tr eat ­
ment for Poland and Yugoslavia.

The principal objective of U.S. policy in Eastern Europe is to encourage peaceful 
efforts toward loosening of control from Moscow. Both Yugoslavia and Poland 
have demonstrated tha t they  are prepared to undertake considerable risks to 
maintain and increase thei r independence. Trade with the  free world, and in 
particular with  the United Sta tes, is one of the basic ways in which these countries 
can resist Soviet control. Depriving them  of the  oppor tunity  to trade  on com­
petitive terms with the United States would be a sure way to reverse the t rend  in 
Eastern Europe and to increase the power and influence of the Soviets in Eas tern 
Europe.

A. YU GO SL AV IA

Although Yugoslavia is a Communist country, its determination to maintain  
its independence from Soviet bloc domination has been demonstrated over the 
past 15 years. The Yugoslav Government has encouraged a broad range of 
contacts between Yugoslavia and the West and has made Yugoslavia accessible 
to people, ideas, and information coming from the  West.

Yugoslavia is not a member of the Warsaw Pact nor of the Soviet bloc’s Council 
for Mutual Economic Assistance (CEMA). On the  other hand, Yugoslavia has 
long been associated with all of the major free world economic organizations, 
including the  International Bank for Reconstruction and Development, the 
Interna tional Monetary Fund, the OECD, and the GATT. In addition, it has 
been seeking the  oppor tunity to discuss trad e arrangements with the  EEC. 
More than 70 percent of Yugoslavia’s foreign trade is with the free world, and 
Yugoslavia has undertaken important reforms in its foreign trade  system to 
bring it  more into line with Western practices.

Since 1948, when Yugoslavia’s refusal to submit to domination bv the  U.S.S.R. 
caused its expulsion from the Soviet bloc, the United States has followed a policy 
of supporting Yugoslavia’s desire to make its way as an independent state . 
This policy has served the  national interest of the United States in important 
ways. Yugoslavia’s assertion of independence greatly weakened the  strategic  
thre at of Soviet-controlled military power in Eastern Europe. Indeed, t he final 
victory over Communist guerrillas in Greece was made possible by the closing 
of the Yugoslav border against them. Yugoslav' self-assertion began the destruc-



248 EAST-WEST TRADE

ti on  of  th e  im ag e o f m on ol ith ic  Com m un is t so lidar ity , a nd i t sh ow ed  th a t a countr y  
ca n successfu lly  re fu se  to  su bm it to  dom in at io n by  th e  Sov ie t Union .

The se  co ns id er at io ns  ar e st ill  va lid and  re m ai n im port an t to  U.S . nat io nal  
in te re st  tod ay . T he  sig nif ica nce o f Yug os lavi a’s i nd ep en de nc e ha s no t di min ishe d.  
As long  as  it s ex am pl e ex ist s, th e pr es su re s on  o th er Com m un is t par ti es  an d 
go ve rn m en ts  to  seek  sim ila r ad va nta geo us  so lu tion s ba se d on  th e ex erc ise  of 
nat io nal  in de pe nd en ce  w ill  grow.

The  co ntinuat io n  of  no nd iscr im in at or y tr ad e  tr e a tm e n t of Yug os lavi a by  th e 
U ni te d Sta te s is of  fu nd am en ta l im po rt an ce  in su pport in g  th e  in de pe nd en ce  of 
Yu go sla via. Su ch  tr ad e  re la tion s w ith  th e  U nited  S ta te s de m onst ra te s to  th e 
Yug os lav  l ea de rshi p and  people , as  well as to  t h e  o th er nat io ns of E ast ern  Eur op e,  
th a t th e  U ni te d S ta te s wi ll per m it  no rm al  tr ad in g  p os sibi lit ie s to  co un tr ie s which  
as se rt  th eir  in de pe nd en ce  from  do m in at io n by  in te rn at io nal  co mmun ism.

N on di sc rim in at or y tr ade  is als o es se nt ia l to  en ab le  Yug os lavi a to  m ain ta in  its  
ex po rts to  th e U ni te d S ta te s so th a t it  ca n im port  from  us and ea rn  th e do lla rs  
re qu ired  to  m ee t it s deb t re pay m en t ob liga tion s to  th e U nite d Sta te s.  Yu go­
sl av ia ’s p ay m en ts  on  do lla r- re pa ya bl e ob liga tion s wi ll be  we ll ov er  $10  mill ion in 
ea ch  of th e ne xt  se ve ra l ye ars.

T he  So viet  Union  and  o th er co un tr ie s of  th e  So viet  blo c ar e now , on ce  ag ain,  
m ak in g a co nce ntr at ed  e ffor t to  im pr ov e ec on om ic a nd  o th er re la tion s w ith  Yug o­
slav ia . U.S . fa ilur e to  co nt in ue  no ndi sc rim in at ory  tr ade  tr ea tm en t wo uld 
co ntr ib u te  to  fo rc ing Yug os lav ia  in to  g re ate r de pe nd en ce  up on  th e  So viet - 
co nt ro lled  C om m un is t co un tr ie s and  th us und er m in e our ef fo rts  to  as si st  Yu go­
sl av ia  to  pu rs ue  an  in de pen den t,  una line d po lic y.

B . PO LA ND

Pol an d ha s no t ac hi ev ed  th e de gree  of inde pe nd en ce  from  Mosco w th a t 
Yug os lavi a ha s. Nev er th el es s,  sin ce  th e  ev en ts  of  1956, Pol an d ha s a tt a in ed  a 
la rg e mea su re  of au to nom y bot h in in te rn al  af fa irs  and in fo re ign re la tion s.

A fter  1956, Po la nd  re ve rsed  it s po lic y to w ar d co lle ct iv izat io n of ag ri cu lture . 
Tod ay , 87 perc en t of  th e  ar ab le  la nd  of Pola nd  is pri vate ly  he ld.

A fa r gr ea te r de gr ee  of fre edom  of sp ee ch  ha s be en  perm it te d  in  Pol an d since 
1956,  and in te ll ec tu al  act iv ity  re m ains  st im ula ting  and liv ely . Pol an d ha s 
di sc on tinu ed  ja m m in g bro ad ca st s of th e  Voice  of Ame ric a and  Rad io  Fr ee  Eur op e 
an d ha s part ic ip ate d  in  ce rt ai n US IA  pro gr am s by  which  Amer ican  bo oks an d 
pe rio di ca ls  ha ve  be en  m ad e av ai la bl e to  th e  peop le of Pol an d.  Po la nd  ha s als o 
perm it te d  re la tive ly  fre e em ig ra tio n to  th e  West  and ha s re gu la rly per m it te d  
Po les  to  come  to  th e  U ni te d Sta te s to  vi si t.

Final ly , basic  fre ed om  of worsh ip  is po ss ible in Pol an d to day . Pol an d pe rm its 
rel ig ious  ed uc at io n for  ch ild ren as  wel l as  a Catho lic  un iv er si ty  an d seminar ie s. 
A n um be r o f rel ig ious  ho ly  d ay s ar e ob se rv ed  a s nat io na l ho lid ay s. While rel igion  
re m ai ns  anat hem a to  th e  Com mun is ts , and th e  G om ulka  reg im e ha s pr ob ed  for  
way s of br in ging  th e  ch ur ch  un de r som e co nt ro l, Catho lici sm  in Pol an d re m ains  
a po te n t force  and an  ob stac le  t o  co mplete C om m un is t do m in at io n.  T he reg im e, 
wel l aw are th a t an  al l-ou t a tt ack  on  th e  ch ur ch  wou ld  pr ej ud ic e its  be nefic ial  
re la tion sh ip  w ith th e  West, m us t sho w re s tr a in t so long  as  th er e is any th in g  to  
ga in  in Pola nd’s r el at io n  w ith th e  We st.

The  U ni te d S ta te s and Po land  ha ve  m ad e good  prog re ss  in reso lv ing ou t­
st an din g fin an cia l an d eco nomic prob lems. Ove r th e  past  7 ye ar s th e vo lume of 
tr ad e  ha s grow n and  th er e ar e good  pro sp ec ts  fo r st eady  gr ow th  in th e  fu tu re .

N on di sc rim in at or y tr ea tm en t for  Pola nd  pro duct s per m it s th a t co untr y  to  
ea rn  do lla rs  w ith  which  it  can  bu y Amer ican  goods and m ee t its  su bst an ti a l 
fin an cial  ob liga tion s to  th e U.S . G ov er nm en t an d to  p ri va te  Am eri can cit ize ns . 
P o la nd’s p ay m en ts  on  th es e ob lig at io ns  hav e re ac he d al m os t $11 million an nual ly  
and wil l incr ea se  to  ov er  $20 mi llio n in 1967. Th ese de bts  inc lude , am on g 
ot he rs , th e  ob liga tion s ar is ing fro m th e  se tt le m en t of cla im s of U.S . nat io na ls  
wh ose pr op er tie s were na tio na liz ed  in Pol an d, and th e  ob lig at io ns  to  re pa y in 
do lla rs  for  pr ev io us  pu rc ha se s of su rp lu s ag ri cu ltura l co mmod iti es  un de r Pu bl ic  
La w 480 . C u tt in g  off tr ade  on th e  pre se nt no ndi sc rim in at ory  basis  wou ld im pa ir  
P o la nd’s abil it y  to  m ee t th es e ob lig at ions .

As a co ns eq ue nc e of th e  Po lish ev en ts  of 1956, Sec re ta ry  of S ta te  Du lle s det er­
mined , for  pu rp os es  of se ct ion 107 of th e  A gr ic ul tu ra l T ra de Dev elop m en t an d 
As sis tan ce  Act  of 1954, as am en de d (P ub lic Law 480),  th a t Pol an d was  not a 
nat io n do m in at ed  or  co nt ro lle d by  t h e  f or eign  gov er nm en t or  for eig n or ga ni za tion  
co nt ro lli ng  th e  wor ld  Com m un is t m ov em en t. Sin ce th a t det er m in at io n  th e 
U ni te d S ta te s ha s kep t th e  Po lis h si tu a ti on  unde r close and  co nt in ui ng  sc ru tiny . 
In  N ov em be r 1961 Sec re ta ry  of S ta te  R us k reaf fir med  th e  de te rm in at io n of 1956. 
Thi s is st ill  ou r ju dgm ent to day .
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CONCLUSI ON

Con tinuation  of nondisc riminatory trade  tre atm ent for the prod ucts  of Yugo­
slavia and  Poland is im portant to our natio nal inte rest . The maintenance  of 
commercial trade  rela tions between  the  United States and  these  count ries will 
fur the r the  objective of encouraging and promoting  the ir independence from 
domination or cont rol by internatio nal  communism.

T rade  of  I ndiv id u a l  S in o -S o v ie t  B loc C o u n tr ie s  W it h  th e  
F r e e  W or ld  in  1962  1

Attach ed in alphabetica l orde r are stat isti cal  table s on the  trade  of t he  coun­
tries of the  Sino-Soviet  bloc with the  free world in 1962. The information is 
given in the  following form:

1. Dollar  value  of each country ’s impo rts and exports with  the  free world 
and what percentage  of each cou ntry’s imports and exports free world trade 
represented.

2. Value of each country ’s imports  and exports with its five m ost impor­
tan t free world tra din g par tner s, plus the United Sta tes where the  United 
Sta tes is not among the  top  five.

3. Value of the  10 major commodities of impo rt and  expo rt th at  the  bloc 
country  traded  with the  f ree world.

Where available, all da ta  have been taken from official free world sources.

CO MM UN IST  CHINA
Trade with the free  world, 1962
[Amounts in thousands of U.S. dollars]

Im po rts _______________________________________________________ 573, 405
Percent of to ta l____________________________________________  58. 6

Ex ports_______________________________________________________  657, 447
Percent of to ta l____________________________________________  42. 1

Trade with  5 most imp orta nt free world countries 
[In mi llions of U.S. dollars]

IM PO R TS (F .O .B .)
Ca nada_____________________  137. 0
Aus tral ia_____________________  97. 8
France ______________________  43. 3
Ja pa n________________________  38. 5
West Germany________________  31. 2

E X P O R T S  (C .I .F .)
Hong Kong__________________ 212. 3
Mala ya and Singapore________  65. 9
United Kingdom_____________  64. 8
Ja p an .. _____________________ 46.0
West German y________________  39. 3

Trade  with the free world— 10 major  commodities 
[In m illions of U .S. dollars]

IM PO R TS

Wheat______________________  224. 5
Textile  fibers________________  78. 7
Cereals and  cereal preparatio ns

except wh ea t______________  76. 3
Rubber, cru de_______________  44. 0
Phosphate fert ilize r___________  27. 1
Chemicals, except fer tiliz er____  26. 6
Iron and  steel and  semiman u­

fac tures___________________  19. 2
Textile  yarns and fabr ics______  15. 7
Machinery__________________  12. 8
Oils and  fa ts__________________  7. 1

E X P O R T S

Textile  yarns  and fabrics, mainly
co tto n____________________  120. 6

Silver_______________________  48. 1
Fru its and vegetab les_________  35. 2
Rice________________________  34. 2
Soybeans____________________  33. 7
Live animals , mea t, and meat

pre par ations _______________  31. 0
Textile  fibers, main ly silk ______ 27. 7
Chemicals___________________  20. 5
Sugar and hon ey_____________  18. 7
Tea________________________  17. 7

i Prepared by Department of State.
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CUBA
Trade with the free world, 1962 

[Amounts in  tho usands  of U.S. dollars]
Im po rts ....................................................       112,757

Percent of to ta l___________________________________________  17
Exports ............................................................. ..................... .........................  161,452

Percent of to ta l___________________________________________  25

Trade with 5 most importa nt free world countries 
[In millions of U.S. dollars]

IMPORTS (F.O.B.)

United Sta tes_________________
Ca nada______________________
Japa n_______________________
United .Arab Republic  (E gy pt ). .
United  Kingdom______________  7. 3

13. 4 
10. 7 
10. 6 
8. 2

EXPORT S (C.I.F.)

Ja pa n_______________________  35. 8
Morocco_____________________  22. 4
United Kingdom______________  19. 9
United Arab Republic (Egypt) ___  8. 8
Spa in_________________________  8. 5

Trade with the free world— Major commodities
[In millions

IMPORTS

Food and beve rages___________  (*)
Machinery and tran spo rta tion

equ ipm ent_________________  (*)
Chemicals____________________  (’)
Manufac tured goods___________  (*)
Animal and  vegetable fa ts_____  (*)
Inedib le crude material s except

fuels_______________________  (*)
Fue ls________________________  (’)

U.S. dollars]
EXPORTS

Food (mostly sug ar)___________ 89. 0
Beverages and tobacco  (mostly

rum)______________________  11. 0
Miscellaneous—small quan titie s, 

no details  ava ilab le__________ 29. 1

Total exports  to free world .129. 1

Tota l imports  from free
world________________ 100. 0

1 Commodities  ran k in thi s order of importance; no meaningful figures availab le.

CZECHOSLOVAKIA
Trade with the free  world, 1962

[Amounts in thousa nds of U.S. dollars]
Im po rts ............................ ................................................................ ........... .. 481,241

Percent of t ot al ___ ______ _________________________________  27. 4
Exports --------------------------------- ------------- -------- --------------------------  534,047

Perc ent of to ta l_____________________ _____ ________________  26. 5

Trade with 5 most importan t free  world countries and  the United States
[In mil lions of U.S. dollars]

IMPORTS EXPORTS

West Germany_______________  75. 0
United King dom_______________ 39. 7
United Arab Republ ic (Egypt)__ 31. 6
Austr ia______________________  30. 7
Italy________________  27. 1
United Sta tes_________________  7. 2

West Germany________________65. 9
In di a________________________ 40. 6
Uni ted King dom______________ 37. 1
It a ly .____ ____________ _____ _ 32.9
United Arab Republic  (Egypt) __ 25. 6
United Sta tes_________________  9. 9
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Trade with  free world- 
(In millions of

IM PO R TS

Iron,  steel, and semim anufac­
tures______________________  68. 8

Machinery,  nonelectric_________  52. 8
Chemicals____________________  42. 5
Co tton_______________________ 37. 4
Wool and other animal ha ir_____  22. 1
Iron ore a nd __________________ 18. 6
Hides and  skins_______________  18. 2
Meat and meat pro ducts_______  16. 9
Rubber, crude and synth eti c____ 11. 1
Fruit  and vegetables___________  10. 6

—10 major  commodities  
U.S. dollars]

E X P O R T S

Machinery, none lect ric_________ 82. 1
Wood________________________3 4.0
Iron,  steel, and  semimanufac­

tures______________________  32. 2
Textile  yarn and  fabr ics________  30. 0
Transpo rt equip me nt__________ 28. 0
Chemicals____________________ 26. 0
Sugar and hon ey______________  24. 5
Coal, coke, and briquettes______ 24. 0
Glass, glassware, and po tte ry ___ 22. 8
Cereals and prep arat ions (includ­

ing mal t)___________________  16. 4

ALBANIA
Trade with  the free world, 1962
[Am ounts in thousands  of U.S. dollars]

Im po rts ________________________________________________________
Perc ent of to ta l______________________________________________

Ex ports_________________________________________________________
Percent of tota l______________________________________________

9, 200 
7. 2

2, 710 
2. 9

Trade with 5 most imp ortant  free world countr ies and  the United Slates  
[In millions of U.S. dollars]

IM PO R TS (F .O .B .)
France _________________________ 4. 0
Canada________________________ 2. 8
Ital y_________________________  1. 0
West Germany_________________ . 6
United Kingdom-----------------------  . 1
United Sta tes ___________________ 0

E X P O R T S  (C .I .F .)
It al y_________________________  1- 3
United Kingdom----------------------- . 4
United Sta tes__________________  . 1
Ja pa n________________________  • 1
West Germany_________________ . 1

Trade with free  world— 10 major commodities 
[In millions  of U.S . dollars]

IM PO R TS
Wheat_________________________ 6. 6
Chemicals_____________________  . 6
Iron and steel produc ts_________  .4
Petroleum pro duc ts-------------------- . 2
Crude materials________________  . 1
Vegetable oils__________________  . 1
Text iles_______________________  . 1

E X P O R T S
Co tto n________________________ 0. 7
Petrole um_____________________ . 6
Chromium ore_________________  . 4
Foo d_________________________  . 1
Wool and other animal hair--------- . 1
Hides and  skins________________  . 1
Pi tch_________________________  . 1

BULGARIA
Trade with free world, 1962 

[Am ounts in thousand s of U .S. dollars]
Im po rts ______________________________________________________  122, 241

Perc ent of to tal  t ra de _______________________________________  17. 9
Ex po rts _______________________________________________________ 126. 446

Percent of to tal  t ra de _______________________________________  19-1
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Trade with 5 most important foreign  countries and the United States 
[In million of U.S. dollars]

IM PO R TS (F .O .B .)

West Germany_________________ 24. 5
Austria______________________  13. 3
Ita ly________________________  13. 3
Syr ia________________________  10. 2
France_______________________ 9. 9
United Sta tes_________________  . 3

EX PO R TS (C .I .F .)

West Germany________________ 26. 8
Italy________________________  15. 9
United Kingdom______________  9. 3
France _______________________ 9. 0
Au str ia______________________  7. 2
United Sta tes_________________  1. 1

Trade with fre e world- 
[In millions of

IM PO R T S

Iron and steel sem imanufactu res.  25. 1
Co tton_______________________ 15. 3
Chemicals____________________  11. 4
Nonelectric machinery_________  9. 3
Nonferrous metals______________  9. 1
Cereals and prepared edibles____  7. 3
Crude materi als________________  6. 5
Electric machinery_____________  3. 8
Manmade fibers________________  3. 3
Fru its and  vegetables-----------------  3. 0

—10 major  commodities 
U.S. dollars]

E X PO R T S

Fru its and vegetables__________  23. 3
Tobacco and tobacco manufac­

ture s______________________  14. 0
Dairy produc ts_______________  10. 0
Live animals, meat,  and mea t

pro ducts___________________  9. 4
Chemicals____________________  8. 1
Oilseeds and oil n ut kernels_____  6. 4
Pulp  and waste pap er__________  6. 1
Textile and  ya rn ______________  5. 4
Nonferrous meta ls and manufac­

tures______________________  4. 7
Iron  and steels________________  3. 5

EAST GERMANY 
Trade with fre e world, 1963 

[Amounts in thousands  of U.S. dollars]
Im ports ______________________________________________________  492, 179

Percent of to ta l____________________________________________  21. 8
Ex ports_______________________________________________________516, 792

Percent of tot al ____________________________________________  22. 5

Trade with  5 most importa nt free  world countries and  the United States 
[In millions of U.S. dollars]

IM PO R T S  (F .O .B .) E X P O R T S  (C .I .F .)

West Germany_______________ 213. 5
Sweden_____________________  28. 4
United Kingdom_____________  26. 9
Den mark____________________ 26. 0
In dia_______________________  17. 9
United Sta tes ------------------------  1. 7

Wes t G ermany_______________ 228. 6
United Arab Republ ic (Egypt)  __ 20. 1
Austr ia_____________________  19. 0
United Kingdom_____________  18. 5
Netherlands _________________  17. 7
Uni ted Sta tes________________  3. 1

Trade with fre e world— 10 major  commodities

IM PO R TS

Iron  and  steel and semimanufac­

[In millions of U.S. dollars]
E X PO R T S

tures_____________________  110. 1
Meat and meat produc ts______  41. 9
Machinery, none lect ric________  33. 5
Textile fibers________________  26. 1
Railway vehicles and  ships____  21. 8
Fish and fish prep ara tions_____  17. 6
Fru its and  v egetables_________  17. 4
Beverages and  tobacco________  17. 1
Machinery, elec tric___________  15. 7
Hides  and skins______________  9. 6

Chemicals, including  fert ilizer. _ 70. 9
Coal, coke, a nd brique ttes _______ 70. 3
Machinery, nonelectri c_________  63. 9
Petroleum produc ts_____________ 52. 8
Textile yarn and  fabrics________  25. 8
Sugar and h one y______________  18. 3
Machinery,  elec tric____________  14. 6
Iron,  steel, and  sem imanufactures. 14. 3
Cereal and preparatio ns________  13. 1
Tra nsp ort  equipm ent__________  11. 9
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HUNGARY
Trade with  free  world, 1962 

[Am ounts in thou sands of U.S. dollars]
Impor ts___________________________________________________  262, 872

Percent of total__________________________________________ 29. 7
Expo rts____________________________________________________ 246, 490

Percent of tot al_________________________________________  28. 3

Trade with 5 most imp ortant  free world countr ies and  the United States
[In millions

IMPORTS (F .O .B .)
U.S. dollars]

EXPOR TS (C .I.F. )

West Germany________________ 49. 5
Austria______________________ 28. 2
France_______________________28. 0
Ita ly_______________________  23. 2
United Kingdom_____________  19. 6
United States________________  . 8

West Germany________________ 48. S
Austr ia______________________ 30. 2
Ita ly________________________ 23. 0
United Kingdom_____________  13. 4
Switzerland_________________  11. 4
United States________________  1. 8

Trade with  free  world— 10 major  commodities
[In  millions

IMPORTS

Machinery, nonelectric__________33. 5
Chemicals___________________  28. 6
Textile fibers__________________25. 5
Iron, steel, and semimanufactures. 19. 8
Textile yarns_________________  15. 2
Coal, coke, and petroleum prod­

ucts______________________  11. 0
Oils and fats_________________  11.0
Hides and skins_______________  10. 2
Machinery, electric____________  10. 0
Cereals and preparations________  8. 7

U.S. dollars]
EXP ORT S

Live animals, meat, and meat
products___________________ 48. 0

Iron, steel, and semimanufactures . 22. 6
Fruits  and vegetables_________  17. 7
Textile yarns  and fibers________ 15. 6
Machinery, nonelectric________  12. 7
Chemicals___________________ 12. 3
Petroleum products___________  11. 3
Clothing and footwear-------------  9. 5
Transport equipm ent__________ 7. 5
Sugar and honey_____________  6. 8

NORTH KOREA
Trade with the free world, 1962 

[Am ounts in thousands of U .S. dollars]
Impo rts______________________________________________________

Percent of tota l___________________________________________
Expor ts______________________________________________________

Percent of tota l------------------------------------------------------------------
1 Not available.

6, 535 
06, 840 
(l)

Trade with 5 major free  world trad ing partners
[In millions of U.S. dollars]

IMPORTS (F .O .B .) EXP ORTS (C .I. F. )
Japan_______________________
West Germany________________
Finland______________________
United Arab Republic (Egypt)___
India------ -----------------------------

4. 8
. 5 
. 4 
. 3 
. 1

Japa n_________
India_________
Hong Kong____
United Kingdom. 
Ital y---------------

4. 5
. 7 
. 7 
. 2 
. 1

30 -6 42 — 64—pt.  1------ 17
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Trade  with the free world— 10 major commodities 
[la  millions of U.S. dollars]

IMPO RTS
Iron and steel tubes and pipes___
Chemicals___________________
Pig iron and ferroalloys_________
Wheat flour__________________
Manufactured textiles  ̂yarn, fabrics
Crude manmade fiber__________
Iron and steel wire, netting  and

1. 3
. 7 
. 5 
. 5 
. 5 
. 4

EXP ORT S
Unspecified fertilizers and minerals. 1. 7

structura l parts_____________  . 4
Tires and tubes_______________  . 3

Pig iron___________ ____ _____  .9
Nitrogenous fertil izers__________  . 7
Fish ________________________  . 4
Zinc________________________  . 4
Silk_________ _______________  .3
Vegetable products for perfumes

and pharmacy______________  . 3
Unspecified metal scrap and ore__  . 2
Unspecified metal manufactures__  . 1
Corn________________________  . 7

OUTER MONGOLIA
Trade with the free  world, 1962 
[Amounts in thousa nds of U.S. dollars]

Imports_____________________________________________________  364
Percent of t otal___________________________________________  (l)

Expor ts______________________________________________________4, 787
Percent of tot al___________________________________________  (*)

> Not  available.
Trade  with 5 major free world trading partners 

[In mil lions of U.S. dollars]

IMPORTS (F .O .B .) EXPOR TS (C .I.F.)
Mexico______________________  . 1
Jap an_______________________  . 1
Switzerland__________________  . 1

(Total only $364,000; remainder 
scattered  in small amounts among 
a few countries.)

United States__________________ 3. 2
West Germany________________  . 5
Belgium-Luxembourg__________  . 5
France______________________  . 4
Jap an_______________________  . 1

Trade  with the free world— major commodities

[In mil lions of U.S. dollars]

Tires and tubes______________  . OS
Dyestuffs_______ ___________  .03
Watches and clocks___________  . 03
Plastic materials_____________  . 02
Electric machinery____________ . 02
Manufactured metals_________  . 01

(Other commodities very small.)

Cashmere goat hair____________ 2. 7
Other fine animal hair__________ 2. 0
Horse ha ir__________________  . 2
Fur skins, undressed__________  . 06
Hides and skins, undressed_____  . 05
Other animal products_________ . 01

(Other commodities very small.)

POLAND
Trade with free world, 1962

[Amounts in thousands  of U.8. dollars]
Imports___________________________________________________  668, 229

Percent of tota l_________________________________________  36. 8
Expor ts___________________________________________________  649, 709

Percent of total_________________________________________  39. 1

Trade 'with 5 most important  free  world countr ies 
[In millions of U.S . dollars]

IMPORTS EXPO RTS

United States_________________ 94. 5
United Kingdom______________ 92. 3
West Germany________________ 65. 7
Austr ia______________________ 29. 2
Ita ly_______________________  28. 0

United Kingdom____________  107. 8
West Germany_______________  81. 9
United States________________  45. 9
Ita ly_______________________  45. 5
Austria_____________________  32. 6
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Trade xoith free  world— 10 major  commodit ies 
[In mil lions of U.S. dollars]

IMPORTS EXPORTS

Machinery, nonelectric__________93. 1
Textile fibers__________________92. 8
Cereal and prepara tions_________ 89. 8
Chemicals____________________ 46. 0
Iron, steel, and semimanufactures. 39. 0
Nonferrous metals and manufac­

ture s______________________ 36. 0
Machinery, electric____________ 31. 8
Transport equipment-----------------27. 4
Rubber, crude and synthetic____22. 0
Oils and fats _________________ 16. 1

Coal, coke and brigue ttes_____  103. 8
Meat and meat products_______  93. 4
Dairy p roducts_______________  49. 0
Iron, steel, and semimanufac-

factures__________________  43. 3
Chemicals__________________  38. 3
Sugar and honey____________  37. 8
Wood_____________________  36. 7
Fruits  and vegetables_________ 27. 3
Live animals________________  25. 8
Textile yarn and fibers_________ 17. 0

RUMANIA
Trade with the free world, 1962
[Am ounts in  th ousand s of U.S . dollars]

Imports____________________________________________________  286, 140
Percent of tot al_________________________________________  33. 5

Expor ts____________________________________________________ 241, 930
Percent of total__________________________________________  32. 1

Trade with 5 most impor tan t free world countr ies and the United States  
[In millions of U.S. dollars]

IMPORTS EXPORTS

West Germany________________ 82. 1
Ita ly_______________________  37. 3
United Kingdom______________ 25. 6
France_______________________20. 6
Austria_____________________  16. 7
United State s________________  . 8

West Germany________________ 61. 8
It al y .____ _________________ 35.2
France_____________________  22. 1
United Kingdom_____________  19. 8
Austr ia_____________________  13. 4
United States________________  . 6

Trade with f ree  world— 10 most importa nt commodities 
[In millions of U.S. dollars]

IMPORTS EXPORTS

Machinery, nonelectric________ 96. 2
Iron, steel, and semimanufac­

ture s____________________  30. 6
Cotton_____________________ 19. 9
Machinery, electric__________  18. 5
Chemicals__________________  16. 9
Textiles____________________  10. 8
Rubber, crude and synthet ic___  9. 4
Manmade fibers_______________ 8. 9
Ships and boats_______________  7. 1
Hides and skins_______________  6. 3

Petroleum products__________  57. 7
Wood......... .................................  49.3
Cereals, mainly corn_________  41. 4
Sugar and honey____________  9. 0
Live animals, meat, and meat

products_________________  8. 0
Iron, steel, and semimanufac­

t u r e s 7. 1
Chemicals__________________ 6. 3
Fruits and vegetables________  5. 9
Dairy products______________ 4. 7
Silver_____________________  1. 7

U.S.S.R.
Trade  with fre e world— 1962 

[In thousand s of U.S.  dollars]
Imports__________________________________________________  1, 770, 454

Percent of total________________________________________  30. 0
Exports__________________________________________________  1, 753, 792

Percent of total________________________________________  31.2
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Trade with 5 most important free world countries and the United States
[In millions

IMPORTS

U.S. dollars]

EXPORTS

West Germ any_______________  206. 8
United  Kindgom_____________  161. 0
Japa n______________________  149. 4
Fra nce ______________________ 138. 1
Malaya and Singapore-------------- 110. 6
United Sta tes________________  20. 1

United Kingdom_____________  235. 5
West Germany_______________ 186. 8
It al y_______________________  165. 8
Japa n______________________  147. 3
In di a_______________________  122. 5
Uni ted Sta tes ________________  16. 2

Trade with free world- 
11 n millions

IMPORTS

Machinery,  none lectr ic------------  360. 3
Iron , steel, and  semimanufac ­

tures_____________________  257. 0
Textile fibers-------------------------  187. 1
Rub ber , crude and syn the tic-----173. 0
Ships and bo ats ______________  147. 9
Machinery,  elec tric___________  67. 2
Chemicals_________ . ________  61. 5
Textile yarn and  fabrics_______  60. 1
Coffee, cocoa, and  t ea -------------  58. 5
Nonferrous meta ls and  manufac­

tures_____________________  50. 7

-10 major commodities 
U.S.  dollars]

EXPORTS

Petro leum, crude and  p rodu cts..  385. 3
Wood_______________________  236. 7
Iron , steel, and  semim anufac­

tur es_____________________  176. 4
Cereals, main wh ea t___________ 129. 4
Machinery , nonelectri c________  121. 5
Coal, coke, and  briquettes____ 114. 3
Nonferrous meta ls and miscella­

neous manufactures_________ 54. 7
Textile fibers________________  54. 6
Chemicals___________________  51. 6
Fur skin s___________________  48. 2

NORTH VIE TNAM
Trade with the free  world, 1962 

[In  thousand s of U.S. dollars]
Imports_______________________________________________________

Percent of t ot al _____________________________________________
Expor ts_______________________________________________________

Percent of tot al _____________________________________________

12, 052 
8

21, 844 
25

Trade with 5 major free  world trading partners 
[In mi llions of U .S. dollars]

IM PO R T S  (F .O .B .)
Japa n_______________________ 3. 4
France ______________________ 2. 9
Ital y_______________________  1- 7
Malaya  and Singapore -------------  1. 1
Sud an______________________  • 6

EXPORTS (C .I.F .)
Ja pa n______________________
Hong Kong__________________
France ______________________
Cam bodia___________________
Belgium-Luxembourg_________

13. 0
2. 6 
2. 2 
1. 9 
. 6

Trade  with the free world— 10 major commodities 
[In mill ions of U.S. dollars]

IMPORTS EXPORTS

Wool and  hair  yarn and  manu­
fac tures___________________  1- 5

Cotton yarn an d m anufac tures.. . 1. 2
Nitrogenous  ferti lize rs-------------  . 9
Na tural rubb er, crude-------------  . 9
Leather and  lea ther goods--------  . 9
Manmade  fibers, finished______  . 9
Raw cot ton __________________ . 6
Organic chemicals____________  • 5
Manmade fibers, crude________  • 3
Animal and  vegetable oil______  .3

Coal and coke_______________  15. 8
Cem ent_____________________  1. 9
Inedible crude mate rials  (except

fuels )_____________________  1.
Rice________________________
Manufactu red goods (othe r than

those specified)_____________
Sugar_______________________
Foods (other  than  those  speci­

fied) ______________________
Fru its and  vegetables_________
Live anim als_________________
Essential  oils, perfumes, and

flavoring__________________  . 2

o
 os 

co Tf 
eo<N
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D ep artm en t of  Sta te  R es ea rch  M em ora ndum , F ebruary  27 , 1964

S o v ie t  T rade  W it h  t h e  F r e e  W or ld

Foreign trade is an important ins trument of Soviet  foreign policy. This 
study  reviews U.S.S.R. tra de  with the  less developed and  developed countries of 
the  free world. It  also refers  to Soviet  trade  with the  Communist  natio ns of 
Eastern Europe and  Asia, and  with  Cuba. While th is study is based on official 
Soviet  da ta for 1962, its major purpose is t o p resent the  data in relation  to  current  
tren ds in Soviet trade.

Abstract
Soviet trade with  the free world increased by 10 percen t in 1962 to abo ut 

$3.7 billion, a rat e of grow th not  significantly different from the  average rat e of 
change  of recent yea rs.1 Impor ts from the  free world were $1.9 billion, and  
exports tota led  $1.7 billion. Preliminary indicators  of Soviet trade  w ith the  free 
world in 1963 suggest  th at it  probably  did not  exceed $4 billion—though  it is 
likely th at  the  trade  deficit, at  least  on convertib le currency account, increased 
markedly.  Total Soviet  tra de  turnove r, the  Soviets  have  revealed, rose by abo ut 
5 perce nt in 1963—to abou t $14 billion—a less rap id ra te  of expansion than  in 
recent years.

Soviet  foreign trade  with  the free world countries has been marked by efforts 
to obtain capi tal goods and  equipment from the  indus trialized count ries and 
simultaneous expansion of expor ts of equipment and  machinery to the less 
developed countries.  While much of the  Soviet exports to the  less developed 
count ries has been financed under Sovie t credits,  much of Sovie t imports  from 
the  indust rialized West  has been obta ined  on cred it terms .

Soviet trade with  the Ea st  European count ries has grown recen tly, as the  
U.S.S.R.  has sought add itio nal  equipment for its own inve stment programs. 
The  role of CEMA in t he  growth of So viet -East Europe an trade  appears to  have 
been a minor one so far. Soviet  trade  with  Communist China has been sharply 
curtailed  as the  Sino-Soviet d ispu te has continued  and the  economy of Communist 
China has remained in a depressed sta te. The  greatest att ention was focused 
on Cuba,  where the  U.S.S.R . is making a  s trong effort to give the Cas tro govern­
ment the  trade  suppor t necessary for its survival.

The  prime motiva tion  of Soviet  policy in trade  with  the  developed count ries 
of the free world cont inues to be the  acquisition  of technology and equipment . 
Im ports  of machinery from the  West increased 25 perc ent in 1962 and orders  
from Japan were nearly trip led.  Tra de policy in the  less developed countries 
cont inued to be synchronized with Sovie t aid programs, and the two in tur n 
with Soviet  poli tical  objectives.

Significan t changes in the  commodity struc ture of Soviet trade were (1) a 
decline of grain imports  to  an almos t negligible qu an tity during 1962, and (2) a 
21-percent increase in mach inery  exports , which had  declined 15 perc ent in 1961 
when shipments to  Communist China were cut  back. Impor ts of machinery 
increased 29 percent. Soviet exports of petroleum cont inued to increase in 1962 
bu t a t a less r apid  r ate ; petroleum and petroleum produc ts together now a ccount  
for abo ut 11 perc ent of Soviet exports.

During 1962 the Sovie t expo rt surplus increased to $585 million, over  thre e 
times th at  of 1961. Sovie t reporting  of foreign trad e does not  give an adeq uate  
description of the dis tributio n of the trade surplus. It  would appear, however, 
from the inform ation given, th at  the Soviets had (1) a large excess of commodity  
exports to Eastern  Europe, (2) a sizable deficit with  Communist China , (3) a 
deficit with the  industr ialized West, (4) a surplus with  most of the develop ing 
count ries offset by a deficit due to rubber  imports  from Malaya, and  (5) a large 
surplus with Cuba. The deficits in the indus triali zed West, combined with  large 
outlays  for chartering Western shipping, have compelled the Soviets to continue 
large-scale sales of gold and  to seek add itional credit s on longer term s from the  
West.

Soviet tot al trade turnover  in 1963 probably exceeded th at  of 1962 by a smalle r 
percentage tha n th at  of 1962 over 1961. Because of the severe decline of whe at

1 S tatis tical  da ta for 1962, as well as for earlier years , are from the  official publication  of the U .S.S .R. Min­
ist ry  of Foreign Trad e, Vneshnyaya Torgovlya. The  1962 edition was published in Augu st 1963 a nd be­
came available in  the West  soon thereafte r. The  publica tion for 1962, as for previous years, prov ides com­
prehensive data  on the geographical patt ern and commodity composition of Soviet trade. Such compre hen­
sive da ta for 1963 are not  yet avai lable. Da ta cited for 1963 in this  pape r are based eith er on official, b ut  
unde taile d, sta tements of the  Soviet  Governm ent or on prel imin ary sta tist ica l materials  collected by cus toms 
officials in the free world.
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prod uctio n in the U.S.S.R., imports of whea t probably  amounted to almost 3 
million tons during  1963 and  exports were probably  considerably  less, thereby 
turnin g the U.S.S.R., normally a net  exporter of grain, into  a net  importer.  
Ear lier  orders for Western machinery and  equipment were being filled at  an 
increas ing rate , and it appe ared  at  the end of 1963 th at  sub stantial new orders 
would be placed in the West during the next  several  months. Trad e with  the  
member countries of CEMA prob ably  increased moderately , possibly not at  all. 
While exports to the less developed countr ies prob ably  rose substan tial ly in 
1963, it  appears improbable  th at  imports from these coun tries  increased to a 
similar degree. Imports  from Cuba declined in value perhaps as much as 50 
percen t; e xports  were prob ably  about at  the 1962 level.

I.  SOVIET  FOREIGN TRADE POLICY

Foreign trad e is a sta te  monopoly in the Soviet Union and  is wielded as an 
important ins trum ent  of nat ion al policy. Prior  to World War II  the  Kremlin 
was obsessed with minimizing its vuln erab ility  to economic pressure from the  
West and  with insu lating its planned  economy from the  business cycles of the  
outs ide world. Exports  were offered on free world markets in sufficient volume 
to finance impo rts requ ired to meet planned goals, and imports  of c apital goods 
were planned with a view to  reduc ing the  futu re need to import. In some cases 
imports  of machinery and  eq uipmen t were used for prototypes. Having a  rigidly 
planned economy with a limited range of competitive expo rts, the  Soviet Union 
favored a b ilate ral f ramework  fo r the conduct of t rade.

In the  postwar period , and  partic ula rly  since the  dea th of Stalin , new circum­
stances and  new direct ions in Soviet foreign policy have been accompanied by 
some modifications in Soviet  foreign tra de  policy. Emerging  from the  war  
with  a newly acquired stri ng of East European  satell ites, Stalin at  first merely  
expanded  somewhat his defensive  and xenophobic theories on foreign trad e and 
forged the  East European  coun tries  into what he called “the paralle l market of 
the Socialist world .” This involved a radical shif t of the  economic ties of the 
Easte rn European count ries from the West to the East, which serve d several  
Soviet object ives: (1) Init iall y it  fac ilita ted the postw ar cons truction of the 
U.S.S.R. at the expense of the East European countries ; (2) it bolstered Soviet 
political and  strategic objectives by reducing economic ties  with  the West and 
consolidat ing the Eas tern  European economies under the Soviet hegemony; and 
(3) it was expected to aggrava te and  expedite the “inevitab le crisis of capital ism” 
by depr iving  th e West of Easte rn Europe an markets.

Toward the end of the Stalin  era, Soviet reconstruc tion had been accomplished 
and Ea st European economic ties with  the West had been largely eliminated. 
Bu t the  problem of dealing with the economic requireme nts of Communist  C hina 
and the appea rance  of serious internal  difficulties in Eas tern Europe required a 
reappraisa l of Soviet economic policy toward East Euro pe. Furth ermore,  Soviet 
foreign  policy in the  less developed coun tries  began to sh ift  to the offensive, 
and this  called for a new and  more aggressive foreign aid  and trade policy in 
those  areas . Finally , the  resistance shown by capitalism  to its “inevitable” 
final crisis and  doom, coupled  with  the emergence of the “peaceful com petit ion” 
strate gy , called for a more soph istic ated  approach to tra de  with the  developed 
countrie s of the free world. Such a policy would provide for the Soviet acqu i­
sition of Western techno logy on a cont inuing basis and  also might provide the 
Soviet Union with toeholds for political leverage.

The  Soviet Union now makes more flexible use of foreign t rad e in im plementing 
its policies. The pur sui t of economic self-sufficiency is stil l a majo r facto r in 
Soviet trade  w ith the free w orld, par ticu larly with  the  developed countries . But 
this  is now tempered by increased Sovie t self-confidence vis-a-vis the  West and 
by the  Soviet  courtship of th e less-developed countries . In  order  to make closer 
association with the Sovie t Union look more att rac tive to  the  newly emerged 
natio ns, it  is in Moscow’s intere st for the  Easte rn European countries to show a 
rapid  rat e of economic development. The  m etamorphosis of CEMA (Committee  
for Mutual Economic  Assistance) into  a meaningful mu ltila tera l organization 
integratin g the  economies of Eas tern Euro pe for dynamic and  efficient growth 
(a goal which is n ot likely to be att ained in the  near future) could also enhance 
the image of the Sovie t bloc 2 as a commonwealth beneficial to all members, an 
jmage which the  Soviet Union wishes to project in the  less deve loped areas.

* In t his pap er the t erms "So viet b loc”  or “Soviet are a” refer to the U.S .S.R ., Hunga ry,  Bulgaria, Ru­
mania , Czechoslovakia,  Poland , an d Ea st Germany . The term “ Eastern Eu rop e” refers to the  Soviet 
bloc minus th e U.S .S.R .

The te rms “Asian  bloc,”  "A sia n Comm unist  coun trie s” or "As ian Co mm unist ar ea” will refer to Com­
mu nis t China , North  Korea, an d Nor th  Vie tnam and  Mongolia.
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At the same time, the  less developed countries  are looking for tangible assistance . 
To the extent that  the  Soviet Union provides such assis tance  under long-term 
credits,  th is represents a dra in of cap ital  away from the u rgent requirem ents  of the  
Soviet  and satel lite economies. Such credits may be held below the opt imum 
level (in t erms of Soviet  polit ical gain in the less developed countries) in order to 
conserve foreign exchange, and  Soviet assistance may take the  form of trade  dea ls 
in which the  U.S.S.R. accep ts the  commodities th at  the  less developed  countries 
can offer, often in r etu rn for Soviet manufac tured goods th at  may be priced h igher 
than  those of other developed countries.

I I . TR E N D S IN  SO VIE T FO RE IG N TR AD E
A. Trade volume

According to  official Soviet sta tis tics,1 Soviet tra de  turnov er amounted to  $13.4 
billion in  current prices in 1962, a 14-percent increase  over th e $11.8 billion of the 
previous year.2 As shown in ta ble 1, th e g rowth  of Soviet tra de  turn ove r in recen t 
years has been irregular .

Table 1.— Total Soviet trade turnover, 1955—62

1955 1956 1957 1958 1959 1960 1961 1962

Millions of U.S.  dollars at  cur ren t 
prices________________________ 6.530 7,215

10
8,319

15
8,647

4
10,514 

22
11,191 11,831

6
13,484 

14Percent  increase over prev ious yea r-. 6

* Source for thi s a nd other s ta tis tical tab les in  th is paper: “ Foreign T rade of the U.S.S.R ., a S tatis tica l 
Rev iew,” for the  respec tive years, p ubl ishe d by the M ini str y of Fore ign T rade , Moscow.

2 T he “ Stat istic al Review of the  Foreig n Trade of the U.S.S .R.” gives figures for the to ta l imports  and total 
exports of th e U.S.S.R. It  also gives a breakdown  of these im ports a nd exports on a cou ntry bas is. Nor ­
mally the  figures suppl ied in the  brea kdo wn , when add ed,  do not  equal  the  to tal  trade  figure. For 1962 the 
tot al of the  figures supp lied in  the  count ry breakdown of exports comes to $6,581,000,000 or only 94 percent of 
the  figure given for total  U.S.S.R . exports . On the  imports side th e figures given in th e coun try  breakdown 
and  the  to ta l figure are more consistent.

In the years  prior to 1962 the  discrepancy between the figure given for the  tota l of U.S.S .R.  exports and  the  
total  arrived at  by  adding together  the figures supplied in  the  coun try  breakdo wn has been in the  vic inity of 
$100,000,000, about 2 percen t of the  to ta l figure. Bu t dur ing  1962 this  discrepanc y moved upw ard  to 
$462,000,000, roughly 6 percen t of the total  export figure. The  small  import  discrepancy rem ained th e same 
as th at  of the p revious yea r. This suggests th at  du ring  the year 1962 some thing  (perhaps gold or mil itary 
items) was included in  the  total figure for U.S .S.R . exports t hat  was no t inc luded previously. As the t able 
shows,  the  increases in  U.S .S.R . exports a nd  to tal  trad e tu rno ver  for 1962 over 1961 are somewh at less when 
the  disc repancy between th e to tal  and co unt ry-b y-coun try total  are discounte d.

A significant factor  in the  irregular grow th of Soviet t rad e in  recen t years has been the fluctu ation in Sino- 
Soviet tr ade, which increased shar ply  in  1959 bu t declined in 1960 and dropped drastic ally in  1961. par tia lly  
owing to the  developing ideological sp lit  between the Soviet Union an d Com munis t C hina. The decl ine 
in  1962 was 18 percent , br inging  Communis t C hina, whose sh are amounted t o 15 percen t of the to tal  Soviet  
tra de  turno ver  in  1960, to  only  6 per cent b y the  close of 1962. To tal Soviet t rade  wi th a ll countries except 
Comm unist Ch ina  showed a more ev en developmen t, increas ing by  19 percen t in  1959,13 percent in 1960, 
14 percent in 1961, and 17 pe rcen t in 1962.

In  te rms of constan t un it prices as given in official Soviet trade sta tist ics , Soviet foreign trade  turnover 
increased b y 15 percent in 1962, compared to a n increase of abo ut 6 percent du ring the  previous year.  Ex­
ports rose by 16 percent and imports  by  abou t 12 percent.  Total  tra de turnov er in term s of con stan t un it 
prices increased a bout 122 percent between 1955 and 1962. See th e following table :

[In millions of current U.S. dollars]

Cou ntry -by- 
cou ntry total

Discrep­
anc y

Percentage 
increase over 
previous year

Tu rno ver________________________________ 1962 13,485 (13,022) 462 14 (11)
1961 11̂ 831 (11,700) 130

Exp orts ............ ......... ........ . .................... ............. 1962 7,035 ( 6,581) 454 17 (12)
1961 5,998 ( 5,876) 122

Im po rt s. . .  ....................... 1962 6,450 ( 6,441) 0 11 (ID
1961 5,832 ( 5,823) 9
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Table 2.—Index of physical volume of  Soviet foreign trade, 1955-62 
[P re ce di ng  y ea r eq uals  100]

1956 1957 1958 1959 1960 1961 1962

T u rn o v e r__  __ _____________________ 111 113 111 126 105 106 115
E x p o r t s ___________________________________ 106 120 103 132 101 110 116
Im p o rt s__________ ________ _______ _________ 116 107 120 121 110 102 112

B. Geographical distribution
Trade with the free world.—Soviet t rad e with  non-C ommunist count ries in 1962 

amounted to $3.7 billion, account ing for 28 p ercent of tot al Soviet trade  tu rno ver . 
Free world developed countries accounted for 18 percent of the  Soviet tot al,  and 
the  less developed countries accounted  for  10 percent.

Soviet trad e with the developed countries of the  free world increased sligh tly, 
to 18 percent of th e tot al Soviet trade turnov er in 1962 from 17 percent in 1961. 
The United Kingdom and West Germany rema in the  U.S.S .R.’s leading trading 
partners , accounting  for almost 5 perc ent of Soviet trad e. Soviet imports  from 
the  United  Kingdom in 1962 included  equipment and machine ry totaling $61 
million, among which was $22 million in equipment for food and light industries 
and $18 million in equipment for chemical indus tries. U.S.S.R. imports  from 
West Germany included $59 million in machinery and  equipment , $77 million 
in steel pipe, and  $97 million in steel.

Finland and  Fran ce increased the ir tra de  with  the  U.S.S.R. in 1962 by 40 
perc ent and 19 percent, respectively. France expor ted $87 million in machinery 
and  equipment t o the  U.S.S.R. Finland exported $141 million in machinery and 
equipment to the  U.S.S.R.  including $45 million in equipment for the  paper and 
pulp  industry and  $74 million in marine  and  fishing equipment.

During 1962 Jap an ’s sha re of the  tota l Soviet trade  turnove r increased, though 
it is still less than  2 percent. There are prospects for a significant increase in 
trade.  During  1961 a delegation of Japanese  businessmen visited the  Soviet 
Union and return ed with a con trac t to sell ships and por t equipment worth $96 
million to the  Soviet Union in 1964-65. The Japan-S ovie t trade agreement  
signed on F ebruary 5, 1963, set the  targ et for a tota l value of expor ts and  imports 
at  abo ut $700 million in 5 years , exceeding the  target of the  previous  agreemen t 
by 50 percent.  Although the  Soviet Union wanted to set the  target  at  a higher 
figure, the  Japanese wished to increase the  volume of trade  in accordance with 
the  progress of the  contractin g countries . Japanese  im ports  of crude oil from the 
U.S.S.R. decreased from 2.2 to 2.1 million tons  in 1962. Japan has shown a 
reluc tance  to accept significantly  larger amounts of Soviet oil. An obstac le to 
Japanese-Soviet trade  has been a dea rth  of Soviet commodities app rop ria te to 
the  Japanese  market.

Tra de with  the  United  States, amounting  to $44 million in 1962, according  
to Soviet  d ata , dropped from $75 million in 1961 and amounted to less th an  one- 
half of 1 percent of to tal  Soviet t rad e turn over. (U.S. Depar tme nt of Commerce 
da ta show th at  United States -Soviet trade  amounted to $36 million in 1962.) 3

During 1962 Sovie t trade with the  less developed countr ies of the  free world 
(i.e., excluding Cuba) increased by 10 percent to $1,299 million. Soviet political  
interest in these countries continues, and  some of this  trade  is made possible in 
pa rt  by the  utilizatio n of Soviet credi ts. Soviet exports of machinery to the 
less developed countries increased by 19 perc ent to $296 million in 1962. The 
increase of Soviet  expor ts of machinery and  equipment to the  less developed 
countries in recent years may represent,  in pa rt,  a diversion of these items  from 
Comm unist China .

Ind ia over took the  United Arab Republic as the  leading less developed trad ing  
pa rtn er of the  U.S.S.R. during 1962. Ind ian  trade  with the  U.S.S.R. amounted 
to a tot al turnover of $197 million, which included $78 million of machinery 
expor ts from the  U.S.S.R.  to India and $18 million of tea  imported from India . 
A considerable amount of this trade  was financed by Soviet long-te rm credits  
which provided for pro ject  development in India. Soviet trad e with the United 
Arab Republic was down from $205 million in 1961 to $176 million in 1962. 
U.S.S.R. exports of machinery and  equipment to the  United Arab Republ ic 
continued to increase to $59 million, of which $42 million consisted of equipm ent

» There  a re  o ften  d is cr ep an ci es  b et w ee n th e  t ra d e  f ig ur es  o f d if fe re nt co untr ie s be ca us e of  d if fe re n t m ea ns 
of  re co rd in g  tr a d e  s ta t isti cs .



EA ST -W ES T TRADE 261

and  mate rials  for comple te enterprises . The  decline in Soviet-Un ited Arab 
Republic trade  was the result of a reduction  in United  Arab Republic cot ton 
exports to the  Soviet Union from $94 million in 1961 to $64 million in 1962.

Although trade between  the former Malayan Federat ion and the  U.S.S.R. 
drop ped slightly to $163 million in 1962, Mala ya still counted  as an important 
tradin g par tne r with the  U.S.S.R. While t he  U.S.S.R. exported only $2 million 
of goods to  Malaya, it imported  $161 million in natural crude rubber  from Malaya.

Tra de with African countries othe r tha n the  United Arab Republic  decreased 
to $119 million during 1962. These count ries account for only 0.9 perc ent of 
the  t ota l U.S.S.R. trade  turnove r. Ghana  and  Guinea cont inued to be th e most 
importa nt trading partners  among this  g roup. Soviet exports to Guinea, valued 
at  $20 million, included $2 million of petro leum products , $2 million of cotton 
textil es, and $10 million of machinery and  equipment . Soviet  exports to Ghana 
amounted to only $10 million while the  U.S.S.R. impo rted $17 million of cocoa 
beans. Soviet trade with  Suda n amounted to $21 million, including $10 million 
of cot ton fiber exported from Sudan to the  U.S.S.R.

Trade with East European countries.— During 1962 trade  with Eas tern  E uropean 
countries  as a whole am ounted to nearly  $7,559 million, accounting  for  56 percent 
of the  to ta l Soviet trade  turnover in th at  year as compared with 53 perc ent in 
1960 and  55 percent in 1961. Eas t Germany, Poland, and  Czechoslovakia all 
increased the ir trade tur nover with t he  U.S.S.R. by abo ut 17 percent.

The share  of C EMA  countries (the U.S.S.R., Czechoslovakia, Poland, Hun gary, 
Rum ania , Bulgaria , and Mongolia) rose to 58 percent in 1962, the  highest point 
in the  period 1955-62 (the  average  share  during this period being 53 percent) . 
This  rise was prob ably  due in part to  a redirecting of trade  caused by the  
continuing decline in Sino-Soviet and Sino-CEMA  tr ade  during 1961-62.

Recent developm ents in  E astern  Eurpoean economic in tegration may have some 
effect on the direct ion of Soviet trade in th e futu re. Discussions  of developments 
in the  Common Market suggest th at  a more realis tic appraisal of the  successes of 
the Common Market now prevails within the  Soviet count ries. This  could 
stim ula te determined Sovie t bloc efforts to deal with  the  challenge of the  Common 
Market and  with  the  problems resul ting from th e Common Market ac tion affec ting 
the  imp orta tion  of Soviet bloc goods.

On th e other hand , stumbling blocks bui lt into  the Comm unist  system , as well 
as the  politica l obstacle  represen ted by the  reluc tance of the  Eas t European  
leaders to  go too far along the  ro ad of interdependence, can be expected to operate 
aga inst  rapid progress tow ard  Soviet bloc economic integrat ion.  In October  
1963, the CEMA members signed an agreemen t providing for clearing in converti­
ble rubles and the  e stablishment  of an “in tern atio nal  bank for economic coopera­
tio n.”  The bank  will ac t as a clearinghouse and  bookkeeper  for the  members 
of the  CEMA. It  rema ins to  be seen whether  th is development will affect 
Soviet bloc tradin g pa tte rns or significant ly con tribute  to the  integrat ion of 
Eas tern  Europe and the  U.S.S.R. It  is by no means cer tain  th at  increased 
Soviet bloc integra tion would necessarily  involve a  signi fican t redirect ion of Soviet 
trade . The natural tendency of the Soviet Union, as a powerful country  with  
rich resources, is to  develop all branches of indu stry , and as a resul t much of th e 
inte gra ting  effort of the CEMA  has its  mos t pronounced effect on relations between 
the  countr ies of Eas tern  Euro pe rather than  relat ions  between the  U.S.S.R. and 
Eas tern  Europe . Final ly the Soviet Union mus t consider the  requirements of 
its political  policies in oth er areas, par ticu larly among the  less developed count ries 
of the free world.

Trade with the As ian Communist countries.— The Asian Communist  area consists 
of Communis t China, No rth  Korea, North Vietnam, and Mongolia. All members  
except Mongolia ten d to  follow t he lead of Comm unist China.  The amount of 
trade  between the  Asian Comm unist  area and  th e U.S.S.R. has declined at almost 
the  same rate  as Chinese Communist trade  with the  U.S.S.R .—from 18 percen t of 
the  U.S.S.R. total  in 1960 to 9 percent in 1962—reflecting the  importance  of t he  
Chinese Comm unist trade.  Nevertheless,  the  three oth er Comm unist  coun tries  
in Asia have increased their trade  with  the  U.S.S.R. in the  pas t 2 years, in to ta l 
by 46 percent. Com munist China’s decreasing  trade  with  the  Soviet Union is 
due par tial ly to the  ideological dispu te between  the  two regimes and also to  the  
fact th at  since the  collapse of the  “great  leap forward” the  Chinese have not  
desired to  purchase the  large amounts of machinery from the  U.S.S.R., or from 
other countr ies in  Easte rn Europe th at  formerly composed a considerable amoun t 
of their  imports.

In  the  future  Communist China will probably tur n more to the  West for ma­
chinery and equipment. It  cann ot be determined at  present whether, or to
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what exten t, North Korea and Nor th Vietnam will follow Communist Chin a’s 
course. I t is likely th at  Mongolia will become increasingly associated with  the  
members of the CEMA.

Trade with Cuba.— According to official Soviet trade  stati stics, U.S.S.R. trad e 
with  Cuba grew from a total of $175 million in 1960 to $599 million in 1961 and 
$604 million in 1962. Cuba’s trade surplus with the  U.S.S.R.—$25 million in 
1961—was reversed during 1962, when imports from Cuba mounted to $234 
million while expor ts to Cuba amounted to $370 million. The growing trade 
deficit of Cuba with  the U.S.S.R., almost $137 million for the  year 1962, was a 
consequence of U.S.S.R. supp ort for the Cuban economy.

Sugar is Cuba’s major export to the  U.S.S.R. During i962 the  U.S.S.R. bough t 
$204 million worth of sugar from Cuba at  a price abo ut 1 cent per poun d above 
the  world price prevail ing during  most of the  year. The world price of sugar 
rose to 8.5 cents  in 1963, and the price the U.S.S.R. was paying increased to only 
6 cents per pound; for several months Cuba has been sell ing'sugar to the  U.S.S.R. 
at  a price lower than  the world price. The volume of sugar impo rted from Cuba 
dropped drastically  in 1963 to  about 1 million tons.

U.S.S.R. exports  to Cuba for the  year 1962 included $93 million worth of 
machinery  and e quipmen t (of which $11 million was equipmen t and mater ials for 
complete enterprises), $40 million of crude  petroleum, $16 million of petroleum 
products, $21 million of lumber  and cellulose paper products, $24 million of 
grain, and $30 million in mea t and dairy  prod ucts  and animal fats.
C. Commodities

In  the  commodity stru cture of Soviet trad e, machinery and equipment , ore, 
iron and steel, text ile raw materials, and  food play an imp orta nt role in both 
exports and  imports , as shown in tab le 3. In addit ion, rubber , textiles , and 
clothing are im portant imports, and  petroleum and  wood are imp ortant  exports.

Machinery and equipment.— Soviet exports of machinery and equipment in­
creased 21 perc ent in 1962, to 17 perc ent of the  tot al value of Soviet exports as 
compared with 16 percent in 1961 and 21 percent in 1960. The drop in 1961 was 
caused by a sharp decline in deliveries of machine ry and  equipment to China, 
wrhich has since been par tial ly offset by increased machinery exports to other  
areas. Exports  of machinery and equipment to the  less developed countries, 
excluding Cuba, increased from $240 million in 1961 to $297 million in 1962, 
rising to over one-fourth of the  Soviet exports in this category . Exports  of 
machine ry to Soviet countries jumped from $459 million in 1961 to $607 million 
in 1962, while exports of machinery and  equipment to Communist China  fell 
from $108 million in 1961 to an alltime low of $27 million during  1962.

In 1962, 35 p erce nt of Soviet mach inery  exports consisted of complete indu s­
tria l installat ions . Other important items in this catego ry include trac tors  
and  agric ultural machines, motor transp ort  and  garage equipment , laboratory 
and  medical equipment, and civil aircraft and equipment.

Machinery and  equipment accounted for 35 pe rcen t of Soviet imports  in 1962, 
an increase of 29 perc ent over 1961. Equipment for food and ligh t indust ries, 
the  paper and  pulp  industry,  the chemical industry, and  transportatio n, as well 
as ships and mar ine equipm ent, con stituted the most signif icant type s. Impor ts of 
tran spo rtat ion  equipment increased 40 percent, from $534 million in 1961 to 
$746 million in 1962. About 27 percent of Soviet imports of machinery and 
equipment came from free world count ries, among which the  leading exporters 
to the  U.S.S.R. were France, Finland, Jap an, the United Kingdom, and  West 
Germany. Dur ing 1962 machinery and  equipment imports from Jap an in­
creased 174 perc ent and those from Finland increased 108 percent while imports 
from the United Kingdom, West Germany, and  France declined. The East 
European  count ries accounted for 72 percent of the  machinery and equipment 
exports to the  U.S.S.R., with East Germany ($608 million) and Czechoslovakia 
($454 million) delivering the grea test  q uan titie s.

The Soviet Union is net  importer of machinery and equipment . As a resul t 
of the  decline in shipm ents to Communist China  and  increasing Soviet domestic 
needs, net imports  in this category rose rapid ly from $534 million in 1960 to $774 
million in 1961 and $1,070.4 million in 1962. Increases of over 20 percent in 
shipments from the  Eastern  European  countries  and the free world also con­
trib ute d to the  r ising net imports of machinery  of the U.S.S.R. As table  5 shows, 
during 1962 Soviet  imports of machinery  and equipment from the count ries of 
the  free world were over 125 percent of the  exports  of Soviet machinery and 
equ ipment to the  less developed count ries of the free world and the  Asian bloc. 
During 1961, in con tras t, such imports were balanced by Soviet  exports to the
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less developed countries and the Asian Communist countries. Imports from the  
East  European countries still remain the single most importan t factor in net 
Soviet imports of machinery and equipment.

T able  3.— Commodity structure of Soviet trade, 1962

Impor ts as 
percent of 

total

Exports as 
percent of 

tota l

TotaL____ ______ _____ __________ ___________________ ___________ 100.0 100.0
Of which—

Machine ry and e qu ipmen t..  ..  _____________________________ 35.0 17.0
C oal. . . . .  . ______________________________________ 1.2 3.8
Coke . . ..  . ................ ................ ..................... .................. .2 1.1
Petro leum,  c ru d e ._ _  . . .  _____________________  __________ .1 5.2
Petro leum product s. . ............................................  ....... ........... ..... 1. 4 6.2
Metalliferous ores and concentra tes____ _ _____ __ . ___ ________ 4.6 3.8

Of which, ferrous . .  . .  ________  ________ . . .  ________ (*) 3.1
Iron  and s te el .. ................................................. ............. . ......... .......... 6.6 11.3

Of which—
Rolled steel____________ ____________ _____ ____ _____ (3.0) (7.3)
Steel pipe . _____ ___________ (3.2) (• 9)

Nonferrous m etals_____________________ ______ ______________ 2.1 3.1
Cable and wire _  . . .  ...................... ...... 1.1 1.9
Chemicals. .... ..............  . ....... .......................... .......................... 1.7 1.0
Agricultural chemicals an d ferti lizers__________  ______ ______ _ .2 1.2
Rubbe r and rubber  p ro du ct s.. . __________________ 3.9 .7
Wood and cellulose paper p rod uct s. . . ............ ................... ...... 1.8 6.0
Textile raw  mater ials. . _ _  . . . . .  ____________________ 4.4 5.0

Of which, c otton  . . . . . __ ___ ________________ (1.9) (4.0)
Grain  . ___  . . . . . .  ........................... ..... (') 7.5

Of which, wh eat ______  __________ _ ____________________ <») (5.0)
Meat and  milk  products , e ggs..  . . ..  _________________ 1.2 2.1
Vegetables and fru its .. . . _______  ______________ ______ ____ 2.0 . 1
Sugar and confectionaries..... ................ ... ........................ ........  . . . 3.7 1.0
Textiles .................. . .  ________ ____ ___ _____________ 2.9 .7
Clothing . . . . .  ______ _______________ 6.9 .2
Fo otwea r____ ____ ________  _____ _ ____  ______________ 2.4 . 1
Fu rn itu re . . . . . _________ ________ 1.5 .2
Cultural  and  household goods________________________________ 2.1 1.4

* Breakdown  no t given by source.

T a ble 4.— Distribution of  Soviet exports of machinery  and equipment , 1960-62

1960 1961 1962

To tal ............ .............................. . ........... ................ ....................... . ................ 100.0 100.0 100.0

To Euro pean  bloc countries________________ _____________ _____ 36.0
50.0

1.0
12.0

2.0
2.0

48.0
19.0
2.0

25.0

5.0
6.0
2.0
6.0

52.0
13,0
2.0

25.0

5.0
7.0
4.0
8.0

To Asian bloc countries___ _______________ ________ ________ . .
To free world developed coun tries___ ______ ______ _____ _______
To less developed countr ies__________________________ _________

Of which—
United Arab Republic_______________ ____________ _____
In dia .. . " . . . __ ___________
Indonesia. .

To Cuba___ ______________________________ ____________ _____ .6
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T abl e 5.— Soviet trade i n mach inery  a nd equipment , 1962
[In  m illi ons o f dollars]

Im po rt s Pe rc en t of 
to ta l

Ex po rts Pe rcen t of 
to ta l

N et
im po rts

To tal _________________________________ 2,239 100.0 1,169.0 100.0 +1 ,070
Eu ropean  bloc_________________________ 1,621 72.0 607.0 52.0 +1. 014

Of w hic h—
E ast  G er m any  ______________ 609 27.0 78.0 6.6
Cze cho slovak ia 454 20.0 111.0 10.0

Asian bloc ________  _______________ - 0 0 146.0 13.0 -1 46
xirhinh PnmT nnniQ t C hin a o 0 27.0 2.3W I1 1 H I,  V/U1 U1 1I LI I I  lo l/  O n i n e * • 

Free  w orld , de ve loped____  . .  _________ 596 27.0 25.0 2.1 569
Of w hich—

West  G e rm a n y ________________ 59 2.6 . 4 0
United.  K ing dom 61 2.7 0 0
France 87 3.9 .6 0
Fin land 141 6.2 17.0 1.4
Ital y 33 1.4 0 0

79 3.5 1.6 . 1
Sweden 51 2.2 0.2 0

Less deve lop ed____________________ - - - 10 .5 297.0 25.0 -2 86
Of whic h—

In dia 0 0 78.0 6.6
0 0 59.0 5.1

Indonesia  ___________________ 0 0 47.0 4.0
Cub a...................... ..................... — .......... 0 0 93.0 8.0 -9 3

T a b le  6.— Soviet  trade in  food, 1961 and  1962 
[In  m illi ons of  U .S . dolla rs]

1961 1962

Im po rts Ex po rts Im po rts Ex po rts

To ta l food i __  ____________________________ 757.0 792 650 920.0
Of w hic h—

Grain  _______________________________ 46.0 474 4 529.0
Of w hic h—

Fas t G er m any 123 154.0
Czech oslova kia 83 106.0

39 59.0
N ort h  K or ea 22
Uni te d Kingdom _ _____________  - 41 24.0
W es t G er m an y 18 8.8
Nethe rlan ds 15 7.5
C u b a 15 24.0
Bra zil 12 27.0
Fi nl an d _ - - - - - - - - - - - 12 24.0
It a ly  ___________________ 11 3.7

Pic e __ ___________ 3.0 45
Of w hic h, Com mun is t C hina .3 20

F l o u r _______ ____________________________ 2.0 23 2 20.0
Soy bea ns 15

Of w hi ch  C om m un is t C h in a 1
Liv estock for s laug ht er ............................................ 41.6 34
M ea t an d mi lk  produc ts,  eggs______  _______ 46.0 91 74 146.0

Of w hic h—
Com mun is t China 2.0 6
Po land 17.0 4 14
Eas t Ge rm an y _  . ______ 55 82.0
Czech oslova kia 16 23.0
Cub a 7 30.0

F is h___________ ___________________________ 8.6 40 16 41.0
Fru it s an d ve ge ta bl es .. _______  . _____- . 128.0 3 131 9.0

Of w hic h—
Bu lga ria 54.0 52
Co mm unist, China 10.0 13

Jam  . - - - - - - - - - 21.0 19
Of wh ich , Bu lga ria 20.0 19

Coffee,  cocoa, an d tea 51.0 6 62
Of which —

In di a 19.0 21
Com mun is t China 3.0 3
Bra zil 18.0 16
Gha na  _ - - - - - - - - - 7.0 17

Sug ar, cru de  a nd  re fin ed___________________ - 328.0 83 232 63.6
Of w hic h—

C u b a ..  __  ______ 300.0 204
Co mm unist, Ch ina 46

Ve getable o il, ed ib le__________________ ______ 16.0 38 5 48.0

i Inc luding  co rn an d “seed s a nd  f ru its  for in du st ria l pu rpos es ’’ (chiefly soybea ns) .
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Table 7.—Soviet food imports from  Communist China, 1958-62

Uni t 1958 1959 I960 1961 1962

W he at _______________________ Th ou sand  to ns ___ 0 48 48 0 *0
So yb ea ns ____________________ ........d o___ _______ 478 639 351 10 0
Ric e.  _________________ ____do___________ 453 658 416 2 150
Livesto ck  for s la u g h te r_______ Live  w eigh t_____ 11 13 13 4 0
M ea t and m ea t pr od uc ts______ Th ou sand  to ns ___ 125 83 39 3 0
F is h . ____________ ___ ____ ____d o................ 19 13 18 5 7
Tea  . __ __________________ ____d o___ ____ 13 17 10 3 3
Ve getab les ___________________ ____d o __________ 28 25 7 5 7
Fr es h fru it . .  .. d o __________ 136 124 92 35 58
Can ne d fru its  ..  ___________ Million ca ns ____ 45 40 10 13 14
Ed ib le  vegetable o il.................... Th ou sand  to ns ___ 68 64 29 0 0

»T he  U .S .S.R . ex po rte d 104,100 tons of wheat a nd  246,900 tons of rye  to  Com mun is t C hina  in 1962.

F'ood.—Soviet imports  and exports of food rose slightly during 1962, accounting 
for 11 percent of Sovie t imports and  13 percent of Soviet exports as compared 
with 13 percent of each in 1961. In term s of cur ren t prices exports exceeded 
imports  more during 1962 tha n during 1961. Some principal imports  were 
fru its and  vegetables from Bulgaria and  Communist China ; sugar from Cuba ; 
coffee, cocoa, and tea  f rom India , Brazil, and Ghana; and  m eat and  milk  p roducts 
from Communist China and  Poland. Imports  in all these  items  except  sugar 
increased during  1962. Imports  of grain wen t down from $46 million to $4 
million. Impor ts of rice rose from $3 million to $45 million. Exports  of grain 
increased from $474 million to $529 million, the  largest qua ntit ies going to East 
Germany and Czechoslovakia. Exp orts  of meat and  milk products  also in­
creased significantly. Food deliveries to the  Soviet  Union from Communist  
China declined drast ically , from $290 million in 1958 to $16 million in 1961, bu t 
increased to $38 million during  1962. As shown in tab le 7, deliveries of w heat, 
soybeans,  livestock, and  vegetable oils from China  declined to negligible amounts,  
while deliveries of rice and  fresh fruit s from Communist China accounted  for the  
increase during 1962.

Petroleum.— An important earner of foreign exchange in the  past , petroleum 
has played an increasingly imp orta nt role in Soviet  expor ts since 1955. During 
1962 petroleum and  petro leum p roducts together accounted  for 11 percent of the 
tot al value of Soviet expor ts. Although thi s percentage is lower than  th at  of 
1961, Soviet oil exports increased during 1962 by 2.9 million metric tons. As 
shown in tab le 8, Soviet petroleum exports have climbed steadily since 1955. 
Offerings of Soviet  crude petroleum below world  prices have caused a stir  in the  
world  petroleum marke t in r ecent  years.

Soviet efforts have had  the  most success in Ita ly,  which has been the  larges t 
buyer of Soviet crude since 1959. A long-term Soviet- Ital ian trade  agreemen t 
for the  years 1962-65, signed in mid-1961, provided th at  Ita ly would imp ort 4.2 
million tons  of Soviet  crude during 1962. This  amoun t was to increase 160,000 
tons each year thro ugh  the  last year of the  agreement . During 1962 Ita ly 
imported 6.1 million tons  of Soviet crude. The  extra amount will be credi ted 
to future  imports. However, the  10-percent increase of 1962 over 1961 was con­
siderably less t ha n the  40-percent increase of 1961 over 1960. Let ters  between 
the  Soviet Union and  Ita ly were exchanged to  the  effect th at  Ita ly will purchase 
from the  Soviet Union up to 14 perc ent of its import requ irements  for crude.

Czechoslovakia was the  second larges t purchase r of Sovie t crude oil during 
1961 and  1962, followed by Cuba, Jap an, and  East Germany. The  larges t 
purchasers  of Soviet petro leum produc ts during 1962 were Sweden and  Poland. 
Comm unist China dropped to third  place with 1.9 million metr ic tons.  Cuban  
imports  of Soviet petro leum prod ucts  drop ped below 1 million metric tons.
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Table 8.—Soviet petroleum exports, 1955-62
(In  millions of met ric tons]

CRUDE
1955 to ta l____________________  2. 9
1956 tot al ........................................  3. 9
1957 to ta l........................................  5.9
1958 to ta l.....................    9.1
1959 to ta l........................................  12.5

Of which—
Ita ly ,, .. ..........................  2. 4
Czechos lovakia_______  1. 8
Eas t Germany________  1. 6
Hu ngary _____________  1. 2

1960 to ta l.................   17.8
Of which—

Italy________________  3. 9
Czechoslovakia_______  2. 4
East Germany________  1. 8
Cuba________________  1. 6
Hu ngary _____________ 1. 4
West German y________ 1. 2
Japa n_______________  1. 2

1961 tot al .......................................... 23. 4
Of which—

Ita ly________________  5. 5
C u b a .. .............. .............  3.0
Czechoslovakia_______  2. 8
Japa n_______________  2. 2
East Germany ________  2. 1

1962 to ta l______   26. 3
Of which—

Ital y________________  6. 1
Cuba________________  3. 6
Czechoslovakia_______  3. 8
Ja pa n_______________  2. 1
East Germany ________  2. 4
Hu ngary_____________  1. 5

PETROLEUM  PRODUCTS
1955 tot al ...................... . ...............  5. 0
1956 to ta l.............................. .......... 6. 1
1957 tot al .................     7.8
1958 tot al .......................................   9.0
1959 tot al .........................  12.9
1960 t o ta l .. ...................     15.4

Of which—
Comm unist Chin a_____  2. 4
Sweden_______________  2. 0
Fin lan d_______________  1. 4
Poland________________  1. 4

1961 to ta l.......... ....................  17.8
Of which—

Comm unist  China_____  2. 9
Sweden_______________  2. 4
Poland ________________  1. 7
Finland_______________  1. 2
Bulgaria______________  1. 1
Cu ba_________________  1. 0

1962 t o ta l.............   19. 1
Of which—

Communist  China_____  1. 9
Sweden______________  2. 6
Poland _______________ 2. 0
Finland______________  1. 8
Bulgaria_____________  1. 6
Cu ba________________  . 8
West Germany________  1. 1
I ta ly .. .____ _________  1. 0

Other commodities.— Soviet tra de  in oth er significant commodities is shown in 
table 9. Expor ts of rolled steel amoun ted  to 3.5 million metric tons in 1962, 
with  Ea sr G ermany, which received 1.4 million tons, t he  most i mp ortant  customer. 
While exports of rolled steel increased by  alm ost one-half million metr ic tons during 
1962, imports of this item increased only s lightly . At th e same tim e, a significant 
amount of stee l was im ported from Western Europe and some of the countries of 
Eastern  Euro pe. The Soviet Union imp orted large amounts  of nonfer rous ores 
and  concentrates from  bloc countries, bu t Soviet stat istics do not  provide a de­
tailed breakdown. Ores and concentra tes, including 19 million tons  of i ron ore 
and  smaller amoun ts of manganese and  chrome ore, were exported mostly to 
count ries with in the Soviet bloc. Both Poland and Czechoslovakia imported 
near ly 6 million tons of iron ore each from  th e U.S.S .R. Close to  339,000 tons of 
na tural rubber  were imported from Malaya and  Indonesia. Cot ton was expor ted 
to East Germany and the  United Kingdom. Clothing, one of the  more significant 
Soviet imports , came chiefly from Com munist China,  Bulgaria, and  Czecho­
slovakia . Tim ber  and  lumber, an im porta nt U.S.S.R . export, went to  Jap an,  
Hungary , the  United  Kingdom and Ea st Germany.
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T a b le  9.—Sovie t trade  in  selected  comm oditie s

Co mm odity Uni t
1961 1962

Im po rt s Ex po rts Im po rts Ex po rts

\Tetal lifernu* 5 ^re s a nd  co ncen tra tes Mill ion d o ll a rs ______ 291.0 253.0 298.0 274.0
Rolled stee l ______________________ Tho us an d to ns---------- 927.0 3,018.0 1,061.0 3,532.0

01 wh ich—
We st Ge rm an y ______ ____d o .............................. 92.0 9.4 86.0 1.0
C ze ch os lo va ki a __ - ____d o . . .......................... 74.0 87.0 87.0 96.0
En glan d ____do 4.0 35.0 29.0 56.0

____d o __ ___________ 125.0 0 51.0
It al y  ______________ ____do 102.0 54.0 74.0 66.0

us tri a ____d o_______________ 105.0 0 110.0
E a s t G er m an y ____d o ______________ 0 1,291 .0 0 1,423 .0
Rum an ia  ______________ ____d o______________ 0 585.0 0 724.0

Steel pipe  _______________ ____d o .............................. 631.0 231.0 962.0 248.0
Of w hich —

West  German y _______ ____d o ................ ............ 200.0 0 377.0
R u m a n ia ._________________ ____d o. _ 183.0 31.0 200.0 31.0
Cze ch os lo va ki a ____d o ____ __________ 114.0 2.0 140.0 1.0
E a st G erm an y ........d o ______________ 0 100.0 0 120.0
C om m unis t C hin a ____d o ............................. 0 36.0 0 27.0

V atn rn l ru b b er ________ ........d o .............................. 360.0 63.0 362.0 56.0
Of w hich —

M alay a ___________ . . ____do 268.0 0 280.0 0
Indo ne sia  __________________ ____do......... . .................. 52.0 0 60.0 0

Cot ton _ ________________ ____d o......... . .................. 142.0 383.0 150.0 344.0
Of w hich —

Uni ted ^r ab  R e p u b li c ______ ____d o............................. 92.0 0 68.0 0
C om m unis t C h in a ........d o ........................... 11.0 0 8.0 0
Ka st German y ___________ ____d o .............................. 0 83.0 0 93.0
Po land  __________ ____d o______________ 0 74.0 0 56.0

Tra ns po rtat io n eq uipm en t M ill ion d ol la rs______ 534.0 227.0 746.0 320.0
Equ ip m en t for t he  chem ical  i nd us try . do _____________ 193.0 4.0 159.0 5.0
W  ool _________________ - - - Th ou sa nd  t on s......... 55.0 28.0 49.0 24.0

Of w hic h—
A u str a li a __________________ ........ do .............................. 14.0 0 14.0 0
C om m u n is t C h in a ___________ . . . . . d o ............................. 6.0 0 4.0 0
Mo ngolia ........do ............................. 11.0 0 10.0 0
K as t G er m an y . do ______ ________ 0 20.0 15.0

Cot ton tex tile s _ ______________ M ill ion meter s______ 61.0 195.0 97.0 193.0
Of w hic h—

C om m unis t C h in a ____ do ______________ 24.0 0 46.0 0
Ru lga ria ____ do ______________ 0 36.0 0 21.0
Indo ne sia___________________ ........ do .............................. 0 34.0 0 37.0
Mo ngo lia _ ........do ...................... . 0 23.0 0 19.0

Cl othing  __________________ M ill ion do lla rs______ 397.0 11.0 443.0 0
Of w hic h—

Com mun is t C hin a__________ ____ do .............................. 175.0 0 181.0 0
Ru lgar ia  _ ____do 59.0 0 60.0 0
Cz echoslo vak ia. - ____ do ................ ............ 34.0 0 32.0 0

Fo otw ear, le athe r__ M ill ion pa irs ................. 25.0 0 25.0 0
Of w hich —

C zechoslo vakia ____ do ______________ 13.0 0 13.0 0
Com mun is t Ch ina __ do ______________ 3.0 0 3.0 0

Tim be r____________________________ M ill ion cubic  m ete rs .. .2 5.7 .2 7.4
Of w hich —

Ja pan__ _  __ ____________ ........ d o . . ......................... 0 1.3 0 1.8
H un g ary ..  _________________ ____ do .— . __________ 0 1.0 0 1.3

Lu m be r _ _______________ ........ do ............................. .5 5.2 .4 6.0
Of w hich —

Uni ted Kingd om ........ do ..........................— 0 1.6 0 1.6
E as t G erm a n y .. ........................ ........ do .............................. 0 .9 0 .9
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D. Balance of trade and payments
The Soviet Union had an export surplus of $585 million in 1962, over  three 

times the  surp lus of 1961, which in tu rn  had reversed the  trade  deficit of the  
U.S.S.R. for the year 1960. The export surp lus in tra de  with  the European  
sate llites  increased  sligh tly to  $383 million, while the  deficit with  the Asian 
Communist  countries continued to  increase from $136 million in 1961 to $200 
million in 1962 as a resu lt of a $283 million deficit in trade  with Communist 
China (represent ing Chinese paymen ts aga ins t earli er Soviet credi ts).

The Soviet deficit in tra de  with  the  developed countries  of the  free world 
increased to  $160 million during 1962, almo st five time s the  deficit of 1961. 
Exp orts  to the  less developed countries  cont inued to increase so t ha t the Soviet 
tra de  deficit of $107 million to those countries  in 1961 dropped to  $21 million in 
1962. This was also par tia lly  due to  a decrease  in Soviet imports  from the less 
developed countries. The Soviet trade  deficit with the  less developed count ries 
is primarily att rib utab le to  imports  of rubber  from Malaya  amounting to  $161 
million in 1962.

Except for  tra de  stat isti cs,  the Soviet Union does not publish th e d ata necessary  
to  give a precise  accounting of th e Soviet balance of paym ents . Even the most 
important elements in the  paym ents  balance with the free world can be described 
only in t he  m ost general terms.

The chronic Soviet  trade  deficit with the free world is normally accompanied  
by a net  tra nspo rta tio n outlay  on ocean fre ight charges p aid to free world shipping  
lines, amounting t o more t han $100 million a nnua lly. These expenses a ppa ren tly  
will increase as gra in purchases requ ire more shipping  availabilities. An addi­
tional  factor in recent  years has been the medium-term government guaranteed  
credi ts which the Soviet Union has received from Western Euro pean  nations. 
Drawings on these cred its were es timated at  $200 million in 1961 and $250 million 
in 1962. On the oth er hand,  subs tan tia l sums, prob ably  abo ut $300 million in 
1962, are being drawn aga inst  long- term Soviet cred its extended to  the less 
developed countries . Repayments of earl ier drawn credi ts have been minimal, 
with the possible except ion of some mil itary credit s to the  United Arab Republic. 
The  net effect of these factors can be a ssessed only in terms  of Soviet gold sales 
which prob ably  offset sub stantial deficits in the Soviet balance  of payments. 
Soviet gold sales have  averaged somew hat over $200 million.

T able 10.— U.S .S.R . balance of  trade, 1961 and 1962
[I n m il li ons  o f d ol la rs ]

1961 1962

E xport s Im p o rt s B al an ce  1 E xport s Im p o rt s B al an ce  1

T o ta l______________________________ 6,998 5,832 166 7,035 6,45 0 +58 5

C om m un is t coun tr ie s ........................ ............... 3,990 3,78 0 +21 8 4,466 4,28 3 +1 84

E u ro p e ....... ................... ............................... .. 3,420 
578

3,0 66
714

+3 54
-1 3 6

3,971
495

3,5 88
695

+38 4
-2 0 0As ia. "________________________________

N on-C om m un is t coun tr ie s ............ ............. - 1,601 1,731 -1 4 0 1,744 1,924 -1 8 0

D ev el oped  coun tr ie s______________ _ 1,50 9
532

1,092
638

- 3 3
-1 0 7

1,105
639

1,265
660

-1 6 0
-2 1Les s dev el op ed  co un tr ie s_____________

C u b a ___ ____ ___________________________ 287
122

312
9

- 2 5
+11 3

371
454

234
9

+13 7
+44 5U nli s te d  re s id ua l________________________

1 (+ )  in d ic a te s a fa vora ble  bal an ce , i.e .,  an  e xport  su rp lu s; (—) in dic at es  a n  u nfa vora b le  bal an ce .

I I I . S O V IE T TR A D E IN  1963

Soviet announcements regarding to ta l tra de  in 1963 indicate  th at  turn over 
was only 5 percent gr eate r th an  in 1962. Imports  from t he  developed countries of 
the  free world appe ared  to contin ue to rise in line with  the  Soviet inte rest  in 
purchasing capi tal goods from the West  for the  expansion of Soviet  indu stry . 
A considerable amoun t of these  imports include machinery and  equ ipment for the  
chemical industry, which is slat ed for expans ion to fulfill the U.S.S.R.’s much- 
publicized fertiliz er productio n program.

The same failure in Soviet grain prod uction th at  has spur red increased Soviet 
investm ent in agriculture made necessary tremendo us increases in Soviet  grain
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imports  from the  count ries of the  free world. Imports  for 1963 were probably 
somewhere  in the  vicin ity of 3 million tons  (the  U.S.S.R. has cont racted for the 
delivery of approximately 10 million tons by July 1964). The U.S.S.R. has 
cont inued to expo rt some grain  to Cuba, in addit ion to obta ining supplies for 
th at  nation from Canada. Shipm ents to East European countries, however, were 
probably  subs tant ially lower than  those during 1962. But the  dram atic  decline 
in U.S.S.R. grain prod uction during 1963 will make the  Soviet Union, normally a 
net  exporter of w heat (4.7 mill ion tons in 1962), a net  impor ter.

Soviet impo rts from the  East European  area  were probably increased as a 
result  of grea ter purchases of machinery and  equipment . Soviet  grain exports 
to Eastern Europe were prob ably  lower tha n in 1962; the  U.S.S.R. apparen tly 
intends  to hold to its basic commitm ents  to ship grain to this  area to supp leme nt 
Easte rn European purchases from the West. Trade with the  Asian Communist  
area  probably continued to decline. Tra de with  Mongolia, however, appears 
to have  increased.

Sovie t tra de  with  the  less developed countries of the  free world was probably 
only slight ly grea ter in 1963 than in 1962. Utilization of Soviet  long-term credits 
prob ably  increased, and  a signif icant amoun t of these credits  was used for Soviet 
exports connected with aid projects. It  appears unlikely th at  any significant  
change  in  Soviet impo rts from the less developed  countries occurred in  1963.

The  Soviet Union at  the  present time  is faced with issues th at  raise a number 
of foreign economic problems of vary ing complexity. Among such problems are 
the  following:

(1) Th at  portion of Soviet  credits extended to less developed  countries which 
has not  been drawn upon by those countries,  approximately  $2 billion, cons titu tes 
a la rge potentia l drain  on Sovie t resources. These drawings have been increasing 
and appear to be slated for fur the r increases during the  next year or two.

(2) The  credits obta ined  from Western Europe  beginning in 1959 generally  
requ ire repa yment in 3 to 5 years.  Unless a considerably larger amount of 
cred it on easier term s is forthcom ing from the  natio ns of Western  Europe, re­
pay ments  will be likely to exceed new loans and  t he  difference may be so large as 
to con stitute  a substantial net  outflow of funds from the  U.S.S.R. The effort 
of the U.S.S.R. to obtain long- term credits from Western  nations, and  cur ren t 
Soviet  efforts to find new sources of medium-term credi t, such as Japan,  can be 
explained in par t by th is pay ments  problem with  th e developed nations of the  free 
world.

(3) The  decline in Sino-Soviet trade  has caused  disruptions in Soviet foreign 
tra de  planning. For example , machinery and  equipment previously  allocated 
for export to  Communis t China may  find outlets  only in the  less-developed countries 
of the free world, which will seek to  finance th eir  purchases with Soviet credits  and  
grants.  The U.S.S.R. app are ntly misses the $200 million or more in foodstuffs 
once imported each year  from Communist  China , the  vir tua l elimination of 
imports  of  Chinese grain from a high of more t ha n 700,000 tons in 1959 has been 
a matt er  of considerable  consequence for Soviet grain reserves.

(4) In the  past the  U.S.S.R. has earned foreign exchange from its exports of 
grain. The  fa ilure of the  1963 harv est has reversed this  pa tte rn  and  caused the 
U.S.S.R. to sell gold in order to buy grain. Unless the  grain  harves t for 1964 is 
a considerable im provement over t ha t of 1963, th e U.S.S.R. may have to cont inue  
to imp ort grain. But  gold reserves may be reduced to a troublesom e level by then .

(5) The  recently announced Soviet p lan for expansion  of t he  chemical indu stry, 
in pa rt for the  production of fer tilizer,  will make necessary imports  of machinery 
and  equipment from the  nations  of Eas tern  Europe and  the  developed countries 
of the free world. This also will cause an increas ing strain  on Soviet gold and  
foreign exchange reserves  and will be one more factor behind a quest for addi tional 
and  more liberal credits from the  West.

(6) The  growing trade  deficit of Cuba with  the U.S.S.R ., almost $137 million 
for th e y ear 1962, amounted to an even larger figure in 1963, since im ports  of sugar 
were c ut drastically . Some of th e wheat p urchased  by t he  U.S.S.R. , from C anada 
has gone an d will continue to  go to  Cuba. The  U.S.S.R. bought  sugar from Cuba 
at  a price below the  preva iling  world price in 1963, revers ing the earlier pa tte rn  
when Soviet prices for Cuban sugar  were above the  preva iling  world price. The  
concomitan t reduction  of imports  of sugar,  however, nullified wha teve r price 
benef it the  Soviets experienced by cut ting  into  the ir export potent ial  at  the very  
time when domestic sugar production, along with  other agr icul tura l outpu t, was 
suffering. The  U.S.S.R.  had  already con tributed large amo unts of mil itary, 
economic, and  technical a ssistance to Cuba and  th is cont inued in 1963. The  cost 
of supporting Cuba, in short, was becoming increasingly burdensome in 1963 and  
the re is li ttle  sign of easing the load in the imm edia te f utu re.

30 -6 42 — 64— p t.  1------ 18
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A p pe n d ix  A.—Soviet foreign trade, by country, 1961 and  1968
[I n mil lio ns of d oll ars ]

T ota l.............................................

Co mmun ist  b loc , Eu ro pe ---------------

A lb an ia .......... ................. ...............
Bul ga ria ........................... ...............
H un ga ry ..........................................
Ea st  G er m an y.__ ____ _______
Po la nd ..............................................
R um an ia ____ ______ ____ _____
Cz ec ho sl ov ak ia ..____ _________

Co mmun ist  b loc , As ia.........................

Com m un is t C hi na ____________
Nor th  V ie tn am ............................. .
Nor th  K or ea ...................................
Mon go lia __________ __________

Free dev elo ped  co un tri es __________

A us tr ia ..............................................
Uni te d K ingd om _____________
Be lgium ............................................
N et he rl an ds __________________
D en m ar k........................... .............
I ta ly ...... ............................ .............
N or w ay _______ ____ _________
W es t G er m an y_______________
F in la nd............................................
Fra nc e.............. ................................
Sw itz er land __________________
Sw ed en _____ ________________
Ja p a n ____ __________ ________
A us tral ia ...................... ...................
Ne w Ze ala nd ...................................
C an ad a.............................................
U ni te d St at es ________________

Less dev elo ped  c o u n tr ie s .. .................

Gre ece _______________________
Icel an d______________________
Sp ai n________________________
Po rt ug al ...........................................
Yu go sla via___________________
Afg ha ni st an __________________
B ur m a_______________________
In d ia .. ______________________
In do ne sia ____________________
Ir aq ........ ...........................................
Ir a n _________________________
Y em en ______________________
Cam bo di a................................. ..
C yp ru s..............................................
Le ba no n________________ _____
M al ay an  Fe de ra tio n *_________
P ak is ta n _____________________
Sy ria..................................................
T ha ilan d_____________________
T ur ke y..............................................
C ey lo n_______________________
Al ge ria _______________________
Iv or y C oa st ........ .......... ..................
Gha na _______________________
Guine a_______________________
Ca me roon ____________________
L ib va______________ _______
M al i...................................................
Mo rocco______________________
Ni ge ria ______________________Z
U ni te d Ar ab  Re pu bl ic _________
Fe de ra tio n of Rh od esi a »...............
S ud an ......... . .............. ............ .........
T o g o la n d .. .. ............... ....................

See foo tno tes a t en d of t ab le,  p . 271.

1962

1961
tu rn ov er

Im po rts Ex po rts T ur no ve r
Pe rc en t 
of to ta l 

tu rn ov er

11 .830 .5 6, 44 9. 8 7,03 4.8 13 ,484 .6 100.0

6, 48 6. 0 3, 58 7. 6 3, 97 1. 2 7, 55 8. 8 56. 0

42 .0
682.0 339.0 448.0 83 7.0 6. 2
686.0 339.0 411 .0 80 0.0 5. 9

2. 08 5.0 1,07 3.0 1,3 73 .0 2, 44 6. 0 18.1
1, 00 7. 0 564 .0 594 .0 1,15 8.0 8.6

633.0 348.0 375.0 723 .0 5.4
1,3 50 .0 825.0 771 .0 1.59 6.0 11. 8

| 1, 29 3.0 695.0 495.0 1, 19 0.0 9. 0

919.0 516.0 233.0 750.0 5. 6
67 .0 30 .0 55.0 85 .0 .6

156 .0 88 .0 81 .0 170 .0 1. 3
151 .0 60 .0 126 .0 187 .0 1.4

2, 15 3. 0 1.26 5.0 1,1 05 .0 2, 37 0. 0 18. 0

122 .0 67 .0 45. 0 112.0 .8
355.0 116 .0 213.0 33 0.0 2. 4

68 .0 33 .0 46 .0 79 .0 .6
76.0 48 .0 42 .0 90 .0 .7
29 .0 24 .0 20 .0 45 .0 .3

226.0 99 .0 131 .0 23 0.0 1.7
35 .0 13 .0 16.0 29 .0 .2

298.0 204.0 134 .0 33 9.0 2. 5
283.0 216 .0 180 .0 396.0 2. 9
200.0 153 .0 85.0 23 8.0 1.8

15.0 7. 0 5. 0 13 .0 .1
103 .0 76 .0 53. 0 130.0 1. 0
180 .0 146 .0 113 .0 25 9.0 1. 9
30 .0 30 .0 30 .0

3. 0
5. 0

.2
9. 0 3. 0 .0 2

.0 450 .0 3. 0 3. 0
75. 0 27 .0 17. 0 44 .0 .3

1, 19 1. 0 > 660.0 63 9.0 1, 29 9. 0 10. 0

38 .0 22 .0 21 .0 42 .0 .3
15.0 12 .0 9. 0 20 .0 .2
4. 0 1.0 1. 0 0
0

91 .0 46 .0 72. 0 118.0 .9
59 .0 25 .0 39 .0 65 .0 .5

6. 0 12. 0 6. 0 18 .0 .1
162 .0 72 .0 125.0 197.0 1.5
65 .0 39 .0 59 .0 97 .0 .7
42 .0 4. 0 52.0 56 .0 .4
36 .0 16.0 16. 0 33. 0 .2

4. 0 2. 0 2. 0 4. 0 0
8. 0 6. 0 2. 0 8. 0 . 1
3 .0 2. 0 2. 0 4. 0 0
8. 0 4. 0 4. 0 8. 0 .1

172 .0 161 .0 2. 0 163.0 1.2
7. 0 4. 0 5. 0 9. 0 .1

21 .0 7. 0 5. 0 12 .0 .2
11. 0 9. 0 1.0 7. 0 . 1
11. 0 5. 0 4. 0 10 .0 . 1
11 .0
1. 0

6. 0 10. 0 16 .0 ,1

22 .0 17.0 10.0 27 .0 .2
31 .0 3. 0 20.0 23 .0 .2

2. 0 2. 0 2. 0 0
12 .0 4. 0 9. 0 13 .0 .1
9. 0 6. 0 6. 0 12 .0 .1

205.0 73 .0 103 .0 176.0 1.3
13.2 14 .0 14 .0 .1
20 .0 11 .0 10. 0 21 .0 .2

1.0 0
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Appendix A.—Soviet foreign trade, by country, 1961 and 1962—Continued
[In millions of dollars]

1061
turnov er

1062

Imp orts Exp orts Turnover
Percent 
of tot al 

turnov er

Less developed countries—Continued  
Somalia 1.0

2.0
1.0
4.0

0
0T unis ia _________________________ 5.0

4.0
2.0

2.0
Uganda
Eth iopia . ______________  ___ 1.0 1.0 2.0 0
Union of South Africa
Argentina________________________ 30.0

42.0
10.0
36.0
7.0
6.0

15.0
234.0

8.0
30.0

18.0
66.0
7.0
6.0

16.0
605.0

. 1 

.5 

.1
0

Braz il___________________________
Mexico
Per u 2.0

5.0
599.0

Uruguay
Cu ba___ ________________________ 371.0 4.5

1 Th is import  surplus is p rim ari ly due to large rubber  imp orts  from M alaya.
> These figures compiled prior to the  formation of Malaysia.
3 These  figures compiled prio r to  th e breakup of the  F ederation  of Rhodes ia an d Nyasaland.

D epa rtm en t  of S ta te  R es ea rch  M em orandum , F eb ruary  2 7 , 196 4

Trade of NATO Countries Wi th Comm unist  Coun tries,  1960-62 1

This issue of our ann ual  publication of st atis tics  on Eas t-W est trade, has been 
expanded  from a listing  of EEC and UK trad e with Communist count ries to one 
which includes all NATO countries. The  table s contain  deta iled da ta by com­
mod ity on the trade  of each  of the NATO countries with  each of the Communist 
countries  for 1962. The  tren d of trade  between 1960 and  1962 is seen in sum­
mary table I, which shows, inter alia, th at  the trade  of the European NATO 
countries  with  the  East rema ined fair ly con stant—the value rose sligh tly while 
the  percen tage of tota l trade  declined a small amount.  (Europea n imports from 
the  Communist  countries  as a percenta ge of total  Europe an imports fell from 
4.6 percent in 1960 to 4.3 percent in 1962. Exp orts  likewise declined from 4.8 
percent in 1960 to  4.3 perc ent  in 1962.)

Canadian imports from Communist count ries also declined during the  period , 
bu t increas ing exports of Canadian wheat to Communist China caused  total 
Canadian expor ts to Communist countries  to rise bo th in value and percentages 
from 1960 to  1962.

Prim arily  because  of the fall-off in Uni ted Sta tes  trade  with Cuba, total  
N ATO t rade with  Com munist coun tries  declined dur ing the period b oth  in value 
and as a percentage of to tal  t rade.

The nature  of each coun try ’s trade  with  the  East is shown by table s which 
list the  most im portant commodi ties being imported and expor ted. An ex­
aminatio n of these tables indica tes the  following poin ts of in tere st:

1. West Germany in 1962 was the biggest tra de r with the Eas t. East Germany 
and the  U.S.S.R. took almo st equal  shares of West Germany’s exports to  Com­
munist countr ies. Iron  and steel products, especially tub ing  and mac hine ry, 
made up a large p ar t of West German exports to the  E ast .

West Germany imports  lignite and petroleum prod ucts  from East Germ any,  
and wood, crude petroleum and petroleum produc ts, and  iron and stee l coils 
from the  U.S.S.R. Of to ta l German exports, 5.6 percent went to Com munist  
countries  in 1962; imports were 6 pe rcen t of the total.

2. In 1962 the United Kingdom was the  second largest NATO tra de r with  
Communist count ries. Uni ted Kingdom exports to  the  U.S.S.R. were a la rge pa rt  
of this  tra de  which consis ted largely of raw rubber, m achinery, steel, an d chemicals.

United Kingdom impo rts from the  U.S.S.R. were p rimarily wood, fu r skins, a nd  
wheat. Imp orts  from Poland  were also im portant and consisted chiefly of m eat, 
wood, and butte r. Of tot al  United Kingdom exports , 3.6 percent wen t to  Com­
mun ist countr ies in 1962; imports were 4.2 p ercent of th e tot al.

1 This is th e lates t date for which thi s type of in formation  is av ailable on a  full-year basis.
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3. France was the third largest Western exporter to Communist countries in 
1962. Her exports, which went chiefly to the U.S.S.R., consisted largely of 
machinery, heating and cooling equipment, iron and steel products, and meat and 
meat preparations. Similar commodities were among the principal French ex­
ports to the other Communist countries of Europe.

Coal, petroleum, and wood are the chief French imports from the U.S.S.R. 
and other Communist countries of Europe.

Communist China was second only to the U.S.S.R. as an export customer for 
France in 1962. Wheat and barley were the chief French exports to China, and 
France imported silk, silver, and essential oils from China. Of tota l French 
exports, 4.3 percent went to Communist countries; imports were 2.9 percent of 
the total.

4. Italy  sent a relatively high (5.6 percent) percentage of her total exports to 
Communist countries in 1962. The U.S.S.R. was Ita ly’s chief customer, taking 
iron and steel products, especially tubes, pipes, and machinery.

Ita ly’s imports from the East consisted principally of petroleum, wood, and 
coal from the U.S.S.R., eggs and coal from Poland, and wood from Rumania. 
Of total Italian exports, 5.6 percent went to Communist countries; imports were 
5.7 percent of the total.

5. Iceland has become heavily dependent on trade with the East: 18.4 percent 
of her total exports and 19.4 percent of to tal  imports were traded with Commu­
nist countries. Fish is the  main export, principally to the U.S.S.R. Petroleum 
is imported from the U.S.S.R., as well as clothing and textiles from Czecho­
slovakia, motorships from East Germany, and sugar and wood from Poland.

6. Greece has also become dependent on Communist countries for trade  with 
20.2 percent of her exports going to Eastern Europe and the U.S.S.R. These 
exports consist largely of tobacco, cotton, oranges, lemons, raisins, and olives.

7. Trade with Communist China was a very small pa rt of the total trade  of the 
European countries of NATO in 1962; the largest exporter in Western Europe was 
France—0.6 percent of its total exports going to Communist China—and the 
largest importer was the United Kingdom—0.5 percent of its to tal imports coming 
from there.

Canada, however, sent 2.3 percent of her tota l expor ts to Communist China in 
1962. This consisted entirely of wheat and barley sales to China. Canada 
received only 0.1 percent of her total  imports in 1962 from Communist China. 
These were made up mostly of fruits and vegetables, fur skins, and textiles.

8. The impact of Cuba’s relatively small trade upon NATO totals is modest. 
Canada was the largest single exporter to Cuba (oils and fats, live animals), but  
this was only 0.2 percent of Canada’s tota l exports.  The United Kingdom was the 
largest single importer from Cuba (sugar), and this was 0.2 percent of total United 
Kingdom imports.

N ote.—"O the r Asian Communist areas”  include No rth  Korea , North  Vietnam,  and  Oute r Mongolia.
Sources.—The tab les are largely based on information contained in the  lates t available y early statistics , 

published b y t he  Depar tme nt of Commerce in i ts East -West tr ade  sheets. Whenever this source was not 
avai lable  or had to  be supplem ented, OECD s tati stic s were used.

Commodity listings by countries

Imports Exp orts

Belgium-Luxembourg___________ _____ _______________________ ____
Denmark ........ . ................................... ........................................ ......... ................
Fra nce__________________________________________________________
West Germany____________________________________________________
Greece______ _______________________ ____. ________ _______________
Icela nd__________________________________________________________
Italy...... ..................... . ................ ............................ . ........... .............. ................
The Netherlan ds__________________________________________________
Nor way __________________________________________________________
Por tugal_____ _______________________ _____ ________ ______ _______
Tu rke y...................... . ........... . ........... ........... ......... ........ . ..................... .............
United  Kin gdom__________________________________________________
Can ada__________________________________________________________
United  Sta tes_____________________________________________________

3 7
11 15
19 23
28 33
37 41
44 47
50 55
59 63
67 70
74 76
79 82
85 89
94 97

100 104
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S um mar y T a b le II .— Trade of NA TO  countries with Communist countries,1 1962
[Dollar am oun ts  in  millio ns]

C ou nt ry

Belgi um -Luxem bourg_______
Den m ar k__________________
F ran c e ,. .. ____ _____________
West  German y_____________
Gre ec e. ........................................
Ic e la n d .. ....................................
It a ly ______________________
N et he rlan ds ________________
N orw ay ............. .........................
Po rt ug al ___________________
Tur ke y____________________
Uni te d Kingd om ........................

To ta l E ur op ea n N A T O .
Can ad a____________________
Uni ted Sta te s........................ .

Tot al  N A T O ...................

Im po rt s (c.i. f.) Ex po rts (f.o .b.)

To ta l
Im po rt s

from
Ex po rts to 

Com mun is t
from Fr om Com mun ist Tot al  to To  Com- coun trie s
en tire Com mun is t co un trie s as en tir e inun is t as  pe rce nt
world co untr ie s1 pe rcen t of 

world  
im po rts

world co un trie s 1 of  world 
expo rts

$4,577.3 $109.1 2.4 $4,344.4 $96.5 2.2
2,116.9 96.2 4.5 1,625.2 85.7 5.3
7,514.8 219.1 2.9 7,359.2 315.3 4.3

12,508.0 3 746.5 6.0 13,477.1 755.6 5.6
701.2 59.8 8.5 248.5 50.3 20.2
89.2 17.3 19.4 84.2 15.5 18.4

6,097.8 346.0 5.7 4,698.0 262.5 5.6
5,347.5 116.7 2.2 4,584.6 3 88.1 1.9
1,654.9 49.6 3.0 973.2 40.5 4.2

585.3 4.6 .8 369.8 5.4 1.5
622.1 37.6 6.0 381.1 26.6 7.0

12,577.2 526.8 4.2 4 11,058.6 4 400.2 3.6

54,392.2 2,329 .3 4.3 49,203.9 2,142 .2 4.3
‘ 5,855.1 « 22.6 .4 5,939.3 192.7 3.2

3 16,249.4 » 98.4 .6 21,359.1 138.5 .6

76,496. 7 2,45 0.3 3.2 76,502.3 2,473.4 3.2

1 Alba nia, Bu lgar ia , Czech oslova kia , Eas t German y,  Hun ga ry , Po la nd , Rum an ia , U .S .S .R ., Co m­
m un is t China , o th er  A sia n Com mun ist  a rea s a nd  Cub a.

3 Inc lud es  cr ud e p et ro leum  im ports  fro m the  U .S .S .R . va lue d a t $23.2 mi llio n, no t show n in  ear lie r p ub li ­
ca tio ns .

3 Rev ised  dat a.
4 Inc lud es  reexports .
» F.o.b .

Belgium-Luxembourg's imports from Communist countries, 1960-62
[Va lue  in  mi llions of dolla rs  c.i .f.]

C ou nt ry  of  orig in

Alb an ia ............................................ . ................
Bul ga ria .............................................................
Cz echo slo va kia________ ____ __________
E ast  G er m an y..................................................
Hun ga ry .............................................................
Pola nd_______________________________
R u m a n ia .. ......... .............................................
U .S .S .R .............................................................
Com mun is t C hin a_____________________
Oth er  A sia n C om m un is t a reas .....................
C uba_________________________________

Tot al  C om m un is t cou nt rie s li s te d .. . 
Tot al  im po rts fro m en ti re  w o r ld .. ........ .....

Va lue

1960 1961 1962

(■) 0.1 (>)
2.0 2.4 3.2

12.9 13.5 11.9
15.6 14.3 17.3
5.0 4.1 4.7
9.6 10.2 12.6
3.7 7.2 6.1

28.6 35.3 45.9
9.9 3.4 4.8
.4 .3 1.2

5.3 .8 1.4

93.0 91.6 109.1
3,968.1 4,230.8 4,577.3

(’)

(')

Pe rc en t of to ta l im po rts

1960 1961 1962

i In sig ni fic an t.

0.1
.3
.4
.1
.2
.1

2.3

(')
0.1
.3
.4
.1
.2
.2
.8
.1

2.2

(>)
0.1
.3
.4
.1
.3
.1

1.0

8

2.4
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Mos t important items  imported by Belg ium-Luxe mbou rg fro m each coun try listed 
above\in order o f magnitude  based on 196S imports

[Amounts in  millions of dollars c.i.f.]
Albania __________________________________________________________ (')
Bulga ria:

Lead ore, crude, and alloy s_____________________________________  L 4
Miscellaneous nonferrous base metals____________________________  1. 0
Fru its and vege table s__________________________________________ • 3
Tobacco and manuf acture s_____________________________________  • 2

To tal _______________________ _________ ___________ ________  2. 9
Total imp orts ________________________________________________  3. 2

Percent covered by listings  abov e_______________________________  91

Czechoslovakia:
Frui ts and vegetables__________________________________________  1. 5
Machinery, none lectr ic_________________________________________ 1. 2
Horses and asses______________________________________________  . 9
Wool and other animal ha ir____________________________________  . 7
Glass, glassware, and  po tte ry ___________________________________  . 7
Ferroalloys___________________________________________________ . 7
Iron and steel wire, rods, and coils______________________________  . 7
Parts  for  assembling automobiles________________________________  . 7
Footwear____________________________________________________  . 7
Bar ley______________________________________________________  . 4

To tal _____________ ______ __________ _________ _________ . . .  8.2
Tota l imp orts ________________________________________________  11. 9

Perc ent covered by listings above_______________________________  69

Ea st Germany:
Cast  iron in pigs, blocks, et c____________________________________  3. 5
Chemicals other than  fer tiliz er__________________________________  1. 8
Potass ic fe rtilizers, manufac tured________________________________  1. 7
Manmade  f ibers_______________________________________________ 1. 0
Hot rolled plate s of iron  or ordinary  s tee l_________________________ . 9
Nonelectr ic mach inery  other tha n machine tools___________________ . 9
Metalworking machine too ls____________________________________  . 8
Toys________________________________________________________  .6
Furni ture____________________________________________________  . 5
Glass, glassware, po tte ry _______________________________________  . 5
Machinery, elect ric____________________________________________  . 5

To tal............... ............................................................ ............. ................. 12.7
Total impor ts________________________________________________  17. 3

Percent covered by listin gs above_______________________________  73

Hunga ry:
Cloth ing and foo twear_________________________________________  . 5
Fru its and vegetables__________________________________________ . 5
Cheese______________________________________________________  . 3
Antibiotics___________________________________________________  . 3
Bars, shapes,  and  sections  of iron and  steel, hot  rolled______________  . 3
Machinery, elect ric____________________________________________  . 3
Tobacco and ma nufac tures_____________________________________  . 2
Fine ha ir____________________________________________________  . 1
Glass and glassware___________________________________________  .1
Han dtools____________________________________________________ . 1
Fu rn itu re .. ___________________________________________________  . 1
Travel goods_________________________________________________  . 1

T ota l. _____ __________ ____ ______ ____ ________ _____ _____ 2.9
Total imp orts _________________________________________________ 4. 7
Perc ent covered by listings above________________________________ 62

1 Imports  were insignificant.
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Most important items imported by Belg ium-Luxembourg from  each country  li sted 
above in order of mag nitude based on 1962 imports—Continued 

[Amounts in millions of dollars c.i.f.]
Poland :

Iron and steel______________________________________________  !• 6
Meat and meat preparations---------------------------------------------------  1. 3
Feeding stuff for animals_____________________________________  1. 3
Wood and wood products____________________________________  1- 2
Fruits and vegetables------------------------------------------------------------ 1. 2
Barley____________________________________________________ • 8
Horses and asses___________________________________________  • 7
Flax_____ ____   • 5
Pulp and paper____________________________________________  • 5

Total____ ______ ________________________________________  9. 1
Total imports---------------------------------------------------------------------  12. 6

Percent covered by listings above______________________________  72

Rumania:
Corn_____________________________________________________  2. 6
Fuel oils__________________________________________________  2. 0
Tobacco and  manufactures__________________________________  • 2

Tot al ._____ _____ _____ _________________________________  4.8
Total imports---------------------------------------------------------------------  6. 1

Percent covered by listings above------- --------- ---------------------------- 79

U.S.S.R.:
Wood, rough and simply worked______________________________  14. 1
Petroleum products_________________________________________  5. 1
Aluminum crude, nonalloyed__________________________________ 4. 6
Iron and steel______________________________________________ 4. 3
Feeding stuff for animals_____________________________________  2. 7
Flax----------      1-8
Wheat and barley__________________________________________  1- 7
Zinc, crude___________________________________________________ 1- 5
Fine h air_________________________________________________  1- 4
Potassic salts, crude_________________________________________ 1- 1
Coal--------------------- ------------------- ------------ --------------------------  1- 1

T o ta l. .____ _____ _____ __________ _____ —----------------------- 39. 4
Total imports______________________________________________ 45. 9

Percent covered by listings above_____________________________  86

Communist China:
Animal hai r_______________________________________________  2.
Rice_____________________________________________________
Soybeans, oilseeds, oilnuts -----------------------------------------------------

co CO M

To tal____ _____ _________________________________________ 3. 1
Total  im ports______________________________________________  4. 8

Percen t covered by listings ab ove_____________________________  65

Other Asian Communist areas:
Coal_____________________________________________________  •£>
Fine h air _________________________________________________  • 5

To tal__________________________________________ ____ ___  1-1
Total impor ts______________________________________________  1- 2

Percen t covered by listings above--------------------------------------------
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Most important items imported by Belgium-Luxembourg from each country listed 
above in order of magnitude based on 1962 imports—Continued 

[Amounts in millions of dollar s c.l.f.]
Cub a:

Molasses _________________________________________________  1
Tobacco and man ufac tures_____________________________________ -2

Tot al .................................... ....... ....................... .......................................  1.3
To tal  imports________________________________________________  1- 4

Percen t covered by listings above_______________________________  93

Belgium -Lux embourg's exports to Com mun ist countr ies 1960 -62
[In millions of dollars  f.o.b.]

Count ry of destina tion
Value Percent of tota l expor ts

1960 1961 1962 1960 1961 1962

Albania _____________________________ (') («) (') (’) (') (*)
B u lg a ri a _  ___ ___________-______ -_ -- 5.1 3.6 5.0 0.1 0.1 0.1
Czechoslovakia______________________ 23.3 25.2 20.4 .6 .6 .5
East Germany_______________________ 13.1 12.0 13.9 .4 .3 .3
Hu ng ary____________________________ 12.0 9.2 8.6 .3 .2 .2
Po lan d. ___________________________ 16.3 10.7 7.7 .4 .3 .2
Ru ma nia ___________________________ 7.6 5.2 5.4 .2 .1 .1
U.S.S .R......... . ............................................. 19.0 27.3 25.6 .5 .7 .6
Com mun ist Ch ina.. . __________ ______ 44.6 10.2 8.0 1.2 .3 .2
Other  Asian  Co mmun ist  ar eas .3 .1 .6 (*) (*) (>)
Cu ba .............................................................. 8.8 4.1 1.3 .2 .1 («)

Total, Communist countries lis ted. . 150.1 107.6 96.5 3.9 2.7 2.2
Tot al  e xport s to  en tir e world 3,785.9 3,935.4 4,344. 4

1 Insignificant.

Mo st important items  exported by Belg ium-Luxembourg to each country listed above 
in  order of magnitude based on 1962 exports  

[Am ounts in  millions of dollars f.o.b.]
Alb ania _________________________________________________________  (')
Bulgaria:

Iron and  steel and  p roducts (to tal )------------------------------------------------ 3- 9
Tota l exp orts __________________________________________________  5. 0

Percent covered by listings above_______________________________  78

Czechoslovakia:
Copper matte,  unwrought-----------------------------------------------------—
Iron and steel, excep t pla tes and shee ts------------------------------------------ 3. 1
Plates and  sheets of iron and steel----------------------------------------------- 2. 9
Fla x________________________________________________________  2. 2
Electric ovens________________________________________________  1- -1
Animal hai r__________________________________________________  1- 2
Machinery and  apparatus electric, except ovens------------------------------  • 9
Indust rial  diam onds___________________________________________  • §
Machinery, nonelectr ic________________________________________  • 5
Chemicals___________________________________________________  • 6
Zinc dust____________________________________________________  • 4

To ta l____________ _______ ____________ _____________ ______  17.6
Tota l exports_________________________________________________ 20. 4

Perc ent covered by listings above_______________________________  86

i E xports were insignificant.
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Most important item s exported by Belg ium-Luxembourg to each country  listed 
above in  order of magnitude  based on 1962 exports—Continued

[Amounts In mi llions of dol lars  f.o.b.]; Germany:
Railway and  t rain way freight car s_______________________________  3. 7
Animal hair, mainly wool______________________________________  1. 7
Plates  and sheets of iron and s tee l_______________________________  1. 5
Machinery, electric___________________________________________  1. 4
Copper matte,  unw rought______________________________________  1. 2
Str ips_______________________________________________________  . 8

To tal ....... .......................................................... ......................................... 10.3
Total  exp orts________________________________________________  13. 9
Percent covered by listings above_______________________________  74

Hungary:
Artificial s taple  fiber yarn ______________________________________  2. 1
Wool and othe r animal  hair____________________________________  1. 6
Plates and  sheets of iron and ste el______________________________  . 6
Copper.......... ..........       . 6
Industr ial diamonds___________________________________________ . 6
Flax.............................................      . 5
Chemicals___________________________________________________  . 5

To tal................. ........... ..... ............. ............... ........... . .............................  6. 5
Total exp ort s________________________________________________  8. 6
Percent covered by listings above_______________________________  76

Poland :
Flax________________________________________________________  1. 4
Wool and other animal hair_____________________________________  1. 3
Iron and steel and prod ucts____________________________________  1. 3
Chemicals___________________________________________________  . 8
Wheat______________________________________________________  . 7

T ota l. .........................................................................................................  5. 5Tota l exp orts _________________________________________________ 7. 7
Percent  covered by listing above________________________________  71

Rumania:
Iron and steel and products____________________________________  2. 8
Machinery, nonelectri c________________________________________  1. 0
Rice____________________________________ _____ ______ _______  .3
Copper_________________________________________ ____ _______  . l

To tal .................................... ....................................... . .............................  4. 2
Tota l exports_________________________________________________ 5. 4
Percent covered by listings above_______________________________  78

U.S.S.R.:
Iron and steel, except tubes  and pipes____________________________ 4. 8
Industr ial diam onds _______   3. 8
Lifting and  loading machinery__________________________________  2. 6
Tubes and pipes of iron and stee l________________________________ 2. 5
Food and drin k processing machinery____________________________  2. 2
Machinery, nonelectric, except food and  drink processing and liftin g

and loading machinery______________________________________  2. 0
Copper______________________________________________________  1. 5
Germanium, crude____________________________________________  1. 3
Artificial s taple fibers__________________________________________  1. 3
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Most important item s exported by Belg ium-Luxembourg to each country  listed 
above in  order of magnitude based on 1962 exports—Continued  

[Amounts in millions  of dollars f.o.b. ]
U.S.S.R.—Continued

Machinery,  elec tric____________________________________________ 1- 2
Cloth ing_____________________________________________________  • 1

To tal............... ...............................................................- ............... - ......... 23 .7
Tota l e xports_________________________________________________  25. 6

Percent covered by listings above_______________________________  93

Comm unist China :
Nitrogenous fertilizers, man ufactures____________________________  5. 9
Iron and steel pro ducts________________________________________  • 5
Switchboards, oth er than  for telephone___________________________  • 3

To tal______ ___________ _____ _________ ____ — ............... .......  6. 7
Total exp ort s_________________________________________________  8. 0

Percent covered by listings above_______________________________  84

Othe r Asian Communist areas:
Artificial stap le fiber ya rn ______________________________________  • 2
Nitrogenous fert ilize rs_________________________________________  • I
Copper______________________________________________________  • 1
Glassworking machin ery_______________________________________  • 1

To ta l______________________________________________________  • 5
Tota l exp orts_________________________________________________  • 6

Percent covered by listings above_______________________________  83

Cuba:
Chemicals____ _______________________________________________  • 2
Cereals______________________________________________________  • -
Vegetables__________        • 2
Margarine and  sho rtenin g______________________________________  • 2
Photographic  equip me nt_______________________________________  • 1

To ta l______________________________________________________  • 9
Total  exp orts_________________________________________________  1- 3

Percent covered by listings above________________________________ 69

Denmark’s imports from  Communist countries, 1960-62
[In  mi llio ns of dolla rs  c.i.f.]

C ou nt ry  of o rig in
Va lue Pe rcen t o f to ta l im po rts

1960 1961 1962 1960 1961 1962

A lhania (I)
Bu lgar ia__  _________________________ 0.2 0.3 0.5 (') (') (*)
C zechos lovakia________________________ 9.1 9.4 10.4 0.5 0.5 0.5
Ea st  German y________________________ 14.5 15.9 16.8 .8 .9 .8
H un ga ry ________ . _____________________ 3.2 2.8 4.4 .2 .2 .2
Polan d _____ __ _____ ________________ 22.4 21.1 29.7 1.3 1.1 1.4
R um an ia _____________________________ .3 .9 .5 (») .1 (>)
u  S S . R .......................... . ............................... 29.3 28.7 24.3 1.6 1.5 1.2
Com mun ist  Chi na _____________________ 17.0 13.5 9.4 1.0 .7 .4
Other  Asian Co mmun ist  areas (1) . 1 (I)
C uba .................. ............................................. .2 .1 .1 (*) (») (*)

To ta l Co mm un ist  cou ntr ies  l is te d .. . 96.2 92.7 96.2 5.4 5.0 4.5
To ta l im ports  from en tir e world 1,794. 5 1,864.3 2,116 .9

* Insign ific ant.
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Most important item s imported by Den mark from  each coun try listed above in  order 
of magni tude based on 1962 imports  

[Amounts in  million o f dollars c .i. t]
Albania _________________________________________________________ (i)
Bulgaria :

Fru its and  vegetables (to tal )___________________________________  0. 4
Tota l imp ort s________________________________________________ . 5

Perc ent covered by listings above_______________________________  80
Czechoslovakia:

Passenger cars, trucks, and  pa rt s________________________________  1. 9
Textiles_____________________________________________________  1. 3
Machine too ls_______________________________________________  1. 0
Glass, glassware , and po tte ry __________________________________  . 8
Chemica ls___________________________________________________ . S
Iron  and  s tee l_______________________________________________  . S
Clothing and  footwear________________________________________  .4
Raw sugar__________________________________________________  . 3

To ta l_____________________________________________________ 7. 3
Tota l imports_______________________________________________  10. 4

Percen t covered by listings  abov e_______________________________ 70
Ea st Germ any:

Lignite  brique ts and li gni te____________________________________  3. 1
Potassic fert ilizers____________________________________________  1. 8
Machinery, none lectr ic________________________________________ 1. 4
Textiles_____________________________________________________ 1. 3
Chemicals, oth er tha n potass ic fer tiliz ers________________________  1. 2
Glass, glassware , and  p ot te ry __________________________________  1. 2
Pig iron and  cast  i ron_________________________________________ 1. 0
Toys_______________________________________________________  . 8
Clay and  refracto ry cons truct ion mate ria l_______________________  . 6

To ta l................. ................. ....................... ........... ........... ................... .. 12.4
Tota l imports________________________________________________ 16. 8

Percent covered by listings abo ve_______________________________ 74
Hungary:

Tex tiles_____________________________________________________ 1. 0
Chemica ls___________________________________________________ . 9
Iron  and  s teel tubes and pipes_________________________________  . 6
Cloth ing and  footwea r________________________________________  . 4
Mach inery , electr ic___________________________________________  . 3
Fru its and vegetab les_________________________________________  . 2

Tot al_____________________________________________________  3. 4
Tota l im ports _______________________________________________  4. 4

Percen t covered by listings abo ve______________________________  77
Poland:

Coa l__________        19.8
Iro n and stee l_________________________________________________  1. 5
Chem icals____________________________________________________  1. 4
Tex tiles-----------------------------------------------------------------------   1. 3

1 Imp ort s were insigni ficant.
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Most important item s imported by Denmark fro m each country  listed  above in 
order of magn itude  based on 1962 imports—Continued 

[Amounts In millions of dol lars  e J X ] i
Poland—C ontinued

Raw suga r.____ _____________________________________________  1. 1
Fuel oils____________________________________________________  . 8
Zinc plates, sheets, et c_______________________________________  . 6
Eggs........ ...............................................................................................................5
Fru its and vegetab les_________________________________________  . 3

Tot al ........................................ ........................................... .....................  27.3
To tal  impor ts_______________________________________________  29. 7

Percen t covered by listings  above______________________________  92

Rum ania :
Fru its and vegetables_________________________________________  . 1
Cotton  fabric s_______________________________________________  . 1
Floor coverings______________________________________________  . 1
Clothing and footwear________________________________________  . 1

Tot al_____________________________________________________ . 4
Total  imports_______________________________________________  . 5

Percent covered by listings above_______________________________ 80

U.S.S .R:
Coal and coke_______________________________________________  7. 4
Feeding stuff for animals______________________________________  7. 0
Residual  fuel oils_____________________________________________ 2. 1
Pig iron and cast  i ron________________________________________  1. 4
Lumber_____________________________________________________ 1. 1
Potassic fert ilizers____________________________________________ . 8

To ta l__________________ _____ _________ ____ ___ ______ _ 19.8
To tal  imports_______________________________________________  24. 3

Per cen t covered by listings above_______________________________ 81

Com munist  China:
Soybeans___________________________________________________  5. 3
Fea ther s and  bris tles_________________________________________  1. 1
Tex tile s_____________________________________________________ 1. 0
Clothing____________________________________________________  . 5
Fru its  and  vegetables_________________________________________  . 4

To ta l_____________________________________________________ 8. 3
To tal  impor ts________________________________________________ 9. 4

Percen t covered by listings above______________________________  88

Other Asian Com munist a reas:
Aluminum, unw rought  (to tal)__________________________________ . 1
Total  imports_______________________________________________  . 1

Percent covered by lis tings abov e_______________________________ 100

Cub a:
Tobacco and tobacco m anufactures  (to ta l)_______________________  . 1
Total  imp ort s________________________________________________ . 1

Percent covered  by listings above----------------------------------------------- 100
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Den mark's  export to Com mun ist countries, 1960-62
[Value In mil lion s of  do lla rs  f.o.b.]

Conn try  of de st in at ion
Va lue Pe rcen t of to ta l e xpor ts

1960 1961 1962 1960 1961 1962

Alban ia ............................................................... (i) (') (’) (*)
Bulga ria ............................................................. 0.3 0.6 0.4 (1) (i| (i)
Cxechoslova kia ................................................. 6.5 11.0 7.2 0.4 0.7 0.5
Eas t German y........... ...................................... 18.8 14.8 26.0 1.3 1.0 1.6
Hun ga ry ............................................................ 2.1 2.3 2.8 .2 .2 .2
Pola nd . ............................................................ 13.4 14.8 16.6 .9 1.0 1. 0
R um an ia ................................ ........................... 1.3 4.7 . 1 . 1 .3
U .S .S .R .......... ................................................... 16.4 5. 4 23.8 1.1 .3 1.5
Com mun ist  C h in a ......... . ............................. 2.1 4.0 3.7 .2 .3 .2
Other  A sian Com mun ist  a re as .................... (*) (») (*) (9
C uba................................................................. . .5 .9 .5 (9 .1 (9

Tot al  Co mmun ist  c ount rie s l is te d .. - 60.8 55.1 85.7 4.2 3.7 5.3
Tot al  ex po rts  to e nt ire  wor ld ........................ 1,462.8 1,513. 7 1,625.2

1 Ins ign ifi cant .

Most important items  exported by Denmark to each country  listed above in  order of 
magnitude based on 1962 exports  

[Amounts in  millions of dollars f.o.b.]
Albania _________________________________________________________  (’)
Bulgaria:

Machinery and transp ort  equipment____________________________  0. 2
Chemicals___________________________________________________  . 1

T o ta l. ...................................... ......................................................................... 3
Total exports_________________________________________________ . 4

Perc ent covered by listings above_______________________________  75

Czechoslovakia:
Meat and mea t preparatio ns____________________________________ 2. 3
Fish and fish prepa rat ion s______________________________________  1. 1
But te r______________________________________________________  1. 0
Machinery___________________________________________________  . 9
Chemicals___________________________________________________  . 6
Fa ts and oils_________________________________________________  . 4
Hides  and skins, undressed_____________________________________  . 2

Tot al_____________________________________________________  6. 5
To tal  expo rts_________________________________________________ 7. 2

Percent covered by listings above_______________________________  90

Ea st Germany:
Meat and meat preparatio ns____________________________________  13. 5
Fish and fish p rep ara tions______________________________________  2. 7
Fru its and vegetab les__________________________________________  1. 2
Live animals_________________________________________________  1. 1
Cheese and eggs______    1. 1
Hides and skins, und ress ed_____________________________________  1. 0
Machinery, none lectr ic_________________________________________ 1. 0
Animal intes tines ______________________________________________ . 7
Cargo ships, used_____________________________________________  . 0
Barley _______________________________________________________ . 5
Fats and oils_________________________________________________  . 4
Textiles and text ile yarns ______________________________________  . 4

T o ta l. .......................................... ...............................................................24 .2
Total  exports_________________________________________________ 26. 0

Percent covered by listings above_______________________________  93
1 T ot al  ex ports  a mou nted  t o $39,000 on ly, con sis ting m ai nly  of h ide s an d sk ins , u nd res sed .
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Most important item s expo rted by Denmarkk to each country  listed  above in 
order of magni tude based on 1962 expo rts— Continued 

[Amounts in millions of dol lars  f.o.b.]
Hungary:

Chemicals____________________________________________________  0. 8
Fats and oils_________________________________________________  . 6
Machinery___________________________________________________  . 4
Fish and fish prep ara tions______________________________________  . 3
Rag s______________________ _____________ ___________ ___________ 2

To ta l........... ................. ................................... ......... ..................... ...........  2.3
Total exports_________________________________________________  2. 8

Percent covered by listings above_______________________________  82

Polan d:
Machinery, nonelectric, excep t machines for special industries_______  8. 6
Machines for special i ndu str ies__________________________________ 2. 0
Machinery, elect ric____________________________________________  1. 8
Chemicals____________________________________________________ 1. 3
Feeding stuff for animal s_______________________________________  . 8

To tal _____________________________________________________  14. 5
Tota l exports_________________________________________________  16. 6

Percen t covered by listings  above_______________________________  S7

Ru ma nia :
Tankers, used (to tal )__________________________________________  4. 1
Total exports_________________________________________________ 4. 7

Percen t covered by listings above_______________________________  87

U.S.S.R .:
Ships_______________________________________________________  11. 3
Machines for food ind us try _____________________________________ 4. 8
Dairy produc ts_______________________________________________  2. 6
Refr igerators and refrigera ting  equipment_________________________  1. 3
App aratus for t rea ting materia ls with hea t or cold___________________  1. 1

Tota l. ............................................................ .............................................21. 1
To tal  expo rts________________________________________________  23. 8

Perc ent covered by listings above_______________________________  8!)

Communist China:
Machinery, nonelectric________________________________________  2. 7
Machinery, electr ic____________________________________________ . 6
Chemicals___________________________________________________  . 3

To tal_____________________________________________________  3. 6
Total expo rts_________________________________________________ 3. 7

Perc ent covered by listings above_______________________________  97

Other Asian Communist are as______________________________________  (2)
Cuba:

Chemicals____________________________________________________ . 3
Crude vegetable mater ial_________________________________ ________ 1

To tal______________________________________________________ . 4
Total exports_________________________________________________  . 5

Percen t covered by listings  above_______________________________  80
’ Total exports amounted  to  $22,000 only, consisting mainly of chemicals.
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France's imports from Comm unist countries, 196 0-62
[Va lue  in mill ions  of do lla rs  c.i.f.J

C ou ntry of origin
Va lue Pe rc en t of to ta l i mpo rts

1960 1961 1962 1960 1961 1962

Alb ania ___ ______________ (*)
3.9

0.1 (>)
9.0

(*)
0.1

(») (')
Bu lga ria______________________________ 4.4 0.1 0.1
Cz ech osl ovaki a. _____________________ 11.3 15.4 14.8 .2 .2 .2
Ea st  Ge rm any _______________________ 7.1 8.4 8.5 .1 . 1 .1
Hun ga ry  . __________________________ 8.2 7.1 8.1 .1 .1 .1
Polan d ______________________________ 15.0 16.7 24.1 .2 .3 .3
R um an ia . _ _________________________ 14.4 17.1 22.1 .2 .3 .3
U.S.S .R  ________ - .................................... - 94.7 97.3 110.7 1.5 1.5 1.5
Co mm un ist  C h in a ____________________ 22.7 15.9 16.9 .4 .2 .2
Othe r Asian Com mun is t a rea s__________ . 1 1.0 2.6 (')

.2
0) .1

C u b a ________________________________ 13.0 1.2 2.3 (*) (•)

To ta l Com mun is t c ountr ies  li st ed .. . 
To ta l import*! from  e nt ire  w orld

190.4
6,27 9.2

184.6 
6,675 .9

219.1
7,514 .8

3.0 2.8 2.9

i Insig nif ica nt.

Most importa nt items  imported by France fro m each country listed above in  order of 
magnitude based on 1962 imports 

[A mo unts in  m illi ons of do lla rs c .i.f.]
Albania________________________________________________________  (*)
Bulgaria:

Tobacco and manufactures ____________________________________  4. 7
Esse ntia l oils and resinoids____________________________________  1. 0
Oilseeds, oil nuts,  and kern els__________________________________
Fru its and vegetables_________________________________________
Wood______________________________________________________
Zinc unw rought______________________________________________
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Tot al ....... ............... ....... ........... ....................... - ................... - ...............  8.
To tal  impor ts_______________________________________________  9.

Percen t covered by listings above.

Czechoslovakia:
Wood, pulp, and paper________________________________________ 3.
Mea t and mea t produc ts______________________________________  1.
Machinery, nonelectric , other than  agriculture and  machine tools-----  1.
Live animal s________________________________________________  1-
Fru its and  vegetable s_________________________________________
Agr icultural  mach inery_______________________________________
Cdassware-----------------------------------------------------------------------------
Pla tinum and alloys__________________________________________
Feathers____________________________________________________
Meta lworking  machine tools___________________________________

Tot al ........... ..................... ................................... ........... ............. - .........  11-
To tal  imp ort s_______________________________________________  14.

Perce nt covered by listings above----------------------------------------------- 7

Ea st Germany:
Office machines______________________________________________  2.
Machinery , nonelectr ic, other than  office and metalw orking  machine 

tools_____________________________________________________
Metalwork ing machine too ls------------------------------------------------------
Mine ral waxes_______________________________________________
Cameras and precision ins tru me nts _____________________________
Mea t and meat preparatio ns___________________________________

> I mpo rts were ins ign ific ant.
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Most important  item s imported by France from each country listed  above in 
order of magnitude based on 1962 impo rts— Continued

[Amounts In millions  of dollars  cXf.]
East Germany—C ontinued

Horses______________________________________________________ . 3
Toys________________________________________________________ . 2

T ota l. ____ ______________________________________ _____ 6. 6
Total  imports ________________________________________________ 8. 5

Percent covered by listings above______________________________  78

Hungary :
Meat and mea t p rep ara tio ns___________________________________ 2. 8
Live animals________________________________________________  1. 9
Fea ther s____________________________________________________  . 5
Crude vegetable mate ria l______________________________________ . 5
Clothing and foo twear ________________________________________  . 3
Bricks______________________________ . ______________________  • 1

To ta l_____________________________________________________  6. 1
Total imports____________________________ . __________________  8. 1

Percent covered by listings  above.__ ____________________________  75

Poland:
Coa l.............. ..................................... ........................................................... 4.0
Wood_____________________________________________    3. 4
Horses______________________________________________________ 2. 8
Ships and boats,  seago ing_____________________________________  2. 5
Sug ar_______________________________________________________ 1. 9
Fru its and vegetab les_________________________________________  1. 8
Feather s____________________________________________________  1. 1
Hides, skins, and fur skins_____________________________________ • 9
Crude  vegetable ma ter ial______________________________________  • 7
Meat  and mea t pre parat ion s___________________________________  • 6
Live animals, other than  horses________________________________  • 3

To ta l........... ........... ................................................. .................................  20.0
Total imp orts ________________________________________________ 24. 1

Percent covered by listings above_______________________________ 83

Rum ania :
Fuel oils and  gasoline________ . _______________________________  12. 7
Wood______________________ ____ ____________ ___________ 4.3
Corn__________________________„____________________________  • 9
Fea ther s____________________________________________________  • 5

To ta l............... ..................................... ......................... ............... ...........  18.4
Total imp orts _______________________________________________  22. 1

Percent covered by listings  above_______________________________ 83

U.S.S.R .:
C oa l.________ ______________________________________________  25.6
Petroleum and petroleum produc ts_____________________________  22. 0
Wood______________________________________________________  15. 3
Manganese and chrom ium ores an d concen trates_________________  5. 4
Vegetable fibers, main ly cot ton_________________________________ 5. 2
Oilcakes and other vege table  oil residues_________________________ 5. 0
Plat inum  and alloys, unworked________________________________  4. 7
Wood pulp___________________________________________________ 4. 7
Iron  and steel coils for rero lling________________________________  4. 5
Asbestos____________________________________________________  3. 2
Fur  skins, undressed__________________________________________  2. 5

30 -6 42 — 64— pt. 1------19
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Most important item s imported by France from each coun try listed above in 
order of magnitude based on 1962 imports— Continued 

[Amounts in millions of dollars c.lX]
U.S.S.R.—Continued

Zinc, unwrought_____________________________________________  1. 0

To ta l.......................................................... - .............................................  99. 1
Total imports_______________________________________________  110. 7

Percent covered by listings above_______________________________ 90

Communist China :
Silk, raw, and silk fabrics_____________________________________  3. 8
Silver, unworked_____________________________________________  2. 8
Essential  oils and  resinoids_________________________ __________  1.3
Animal hair, other tha n silk___________________________________  1. 2
Tin, un wroug ht______________________________________________  1. 2
Animal intestines and blad ders_________________________________ 1. 1
Bristles_____________________________________________________  • 9
Antimony, unw rought______________________________ ____ _. . . .  . 4

Tot al ....... ....................... ............................... ......................... - ........... .. 12.7
Total imports_______________________________________________  10. 9

Percen t covered by listings above_______________________________ 75

Other Asian Com munist areas:
Coa l_______________________________________________________  1. 9
Fine anim al hair, except wool__________________________________  . 4
Essential  oils________________________________________________  . 2
Spices______________________________________________________  • 1

To ta l......... ...................................................................... .........................  2. 6
Total impor ts_______________________________________________  2. 6

Perc ent covered by listings above------------------ ------- --------------------- 100

Cuba:
Tobacco and  manufactures-------------------------------------------------------  . 9
Fish and preparatio ns________________________________________  . 0
Molasses------------------------------------------------------------------------------- .2

To ta l_____________________________________________________ 1. 7
Total impor ts_______________________________________________  2. 3

Percent covered by listings above_______________________________ 74

France's exports to Com munist  countries, 196 0-62
[Value in mi llio ns  of  dol lar s f.o.b. ]

C ou nt ry  of  desti na tio n
Va lue Pe rcen t o f to ta l expo rts

1960 1961 1962 1960 1961 1962

A lb a n ia ______________________________ 1.7 0.5 4.0 0) (*) 0.1
B ulg ar ia .______ ______________ _____ __ 7.1 12.0 9.9 0.1 0.2 .1
Cze chosl ovaki a _______________________ 16.7 23.9 25.6 .2 .3 .3
Ea st  G er m an y________________________ 14.1 21.6 16.0 .2 .3 .2
H un ga ry  __ ______________________ 18.6 21.4 28.0 .3 .3 .4
P o la n d _______________________________ 21.6 22.0 25.0 .3 .3 .3
R um an ia _____________________________ 25.2 23.6 20.6 .4 .3 .3
U.S .S .R  ...................- .........................- ........ 115.6 109.9 138.1 1.7 1.5 1.9
Com mun is t C hin a_____________________ 52.8 36.4 43.3 .8 .5 .6
Ot hp r Asian  Com mun is t ar ea s__________ 1.8 1.7 3.0 (’) (') .1
C uba--------------------- ---------------------------- 10.7 5.9 1.8 .2 .1 (>)

Tot al , Com mun is t co un tries  li sted — 285.9 278.9 315.3 4.2 3.8 4.3
6,862.4 7,208.0 7,359.2

1 Insignificant j
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Most important items  exported by France to each coun try listed  above in  order of 
magnitude,  based on 1962 exports 

[Amounts in  mil lions of dollars f.o.b.]
Albania:

Wh eat______________________________________________________ 3. 8
Chemicals___________________________________________________  ' • 1

T ot al .......................................... ....................... ..................... .................  3.9
Tota l exports________________________________________________  4. 0

Percent covered by listings  above______________________________  97

Bulgaria :
Sheets and plate s of iron and  st eel______________________________ 3. 0
Iron and steel, except shee ts and pla tes __________________________  1. 8
Barley__________________________________________   1. 2
Chemicals___________________________________________________  1. 0
Machinery, elect ric___________________________________________  . 8

To tal _____________________________________________ _______  7. 8
Tota l expo rts________________________________________________  9. 9

Perc ent covered by listings  above______________________________  79

Czechoslovakia:
Sheets and  p lates  of iron and  steel______________________________  4. 4
Machinery, nonelectric________________________________________ 4. 2
Chemicals  and pha rma ceu tica ls________________________________  3. 2
Machinery, elect ric___________________________________________  2. 1
Mea t and mea t prepara tion___________________________________  2. 0
Glass and glassware__________________________________________  1. 7
Tubes and  pipes of iron and  s tee l_______________________________ 1. 3
Passenger cars_______________________________________________  1. 2
Textile  fibers________________________________________________  1. 2

To tal _________ _______________ __________________ ________  21.3
Total expo rts________________________________________________  25. 6

Perc ent covered by listings abo ve______________________________  83

East Germany:
Machinery, nonelectr ic, except cranes___________________________  3. 0
Machinery, elect ric___________________________________________  2. 9
Meat and meat pro ducts______________________________________  1. 7
Gantry cranes and  t rav erses___________________________________  1. 5
Ships and  boats, seago ing_____________________________________  1. 1
Chemicals___________________________________________________  . 9
Wool and  other animal ha ir___________________________________  6
Locomotives_________________________________________________ . 5
Textiles_____________________________________________________ . 4

To tal __________________________________
Total exports_____________________________

Percent covered by listings above___________

Hungary :
Mea t and  mea t pre parat ion s________________
Dairy produc ts___________________________
Chemicals________________________________
Iron and steel, except electric sheets and  plates
Wh eat___________________________________
Wool and othe r animal ha ir_________________
Machinery, electric and nonelectric__________
Pap er and paperboard_____________________

12. 6 
16. 0

79

4. 3 
3. 5

o. i  
2. 8 
1. 8 
1. 6 
1. 4
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Most impo rtan t items  exported by France to each country  listed  above in order 
of magnitude, based on 1962 exports—Continued 

[Amounts in  mill ions of dolla rs f.o.b.]
II u ngary— Conti nued

Electr ic sheets  and plates, alloy steel____________________________  1. 0
Glass and glassware__________________________________________  . 8

To ta l___________ _____ _______________________ ______ ____  23. 5
Total exp orts ________________________________________________ 28. 0

Percent covered by listings above_______________________________ 84

Poland:
Wh eat________     8. 1
Ships and boats,  seagoing_____________________________________  2. 9
Iron  and steel, except electric sheets and  p lates__________________  2. 9
Chemicals, except aluminum ox id e .. .___________________________  1. 9
Machinery, nonelectric________________________________________  1. 3
Machinery, elect ric___________________________________________  1. 1
Aluminum oxide____________ __ .______________________________  1
Electric sheets  and plates, alloy steel____________________________  1. 0
Passenger cars_______________________________________________  . 5

To ta l___ ______ _____________ ____________________________  20.8
Total exp orts________________________________________________  25. 0

Percent covered by listings above_______________________________ 83

Rumania:
Machinery, nonelectri c--------------------- ---------------------------------------- 4. 1
Iron and steel, except electric sheets  and pla tes___________________ 2. 6
Machinery,  elec tric___________________________________________  2. 5
Chem icals___________________________________________________ 1. 9
Handtoo ls and  tools for machines_______________________________ 1. 8
Manmade fibers_____________________________________________  1. 1
Electric sheet s and plates,  alloy steel____________________________  1. 1
Ric e__________________________     . 6
Medical, optica l, and photographic  equ ipm ent____________________ . 6

Tot al ________ ____ _______________________________________  16.3
Total  expo rts________________________________________________ 20. 6

Percent covered by listings above_______________________________ 79

U.S.S.R.:
Machinery, nonelectric, except machines for special industries and

heat ing and cooling equipment_______________________________  26. 2
Hea ting and cooling eq uipm ent________________________________  18. 7
Meat and meat preparatio ns___________________________________  15. 6
Machinery, elec tric_____________________________________   13. 8
Iron  and steel, except electric sheet s of alloy steel, tubes and pipes---- 11. 3
Machinery for special industries________________________________  9. 9
Tubes and pipes, iron and stee l_________________________________ 8. 0
Chemica ls___________________________________________________ 5. 5
Nickel, unworked____________________________________________  5. 4
Woven tex tile s______________________________________________  3. 9
Electric shee ts and plates, alloy steel------------------------------------------  3. 9
Manmade fibers and ya rn --------------------------------------------------------- 3. 4

Tot al__________________________________ ____ _____________ 125.6
To tal  expo rts________________________________________________ 138. 1

Percent covered by listings above_______________________________ 91
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Most importa nt items exported tty France to each country  listed  above in order 
of magnitude, based on 1962 exports—Continued 

[Amounts in millions of dollars  f.o.b.]
Communist China :

Wheat_______   23. 1
Bar ley______________________________________________________ 6. 3
Nitrogenous fert ilize rs________________________________________  3. 5
Whe at flour_________________________________________________  2. 4
Manmade f ibers______________________________________________ 1. 7
D D T____ _________   1. 1

T o ta l. _____ _________________ ______________ ____ ________  38.1
To tal  exports________________________________________________  43. 3

Percen t covered by listin gs above______________________________  88

Other Asian Communist  areas:
Texti le yarns and th re ad ______________________________________  1. 2
Leath er_____________________________________________________  . 7
Woven textiles_______________________________________________ . 1

T o ta l. _____ ______________ _____________________ ____ ____  2.0
To tal  expo rts________________________________________________  3. 0

Percent covered by listings abov e_______________________________ 67

Cuba:
Chem icals___________________________________________________ . 5
Sulfur, crude________________________________________________  . 4
Aluminum manufac tures______________________________________  . 2
Machinery, elec tric___________________________________________  . 2
Milk and crea m______________________________________________  . 1

Tot al______________ ________ _____________________________  1.4
To tal  expo rts________________________________________________  1. 8

Percent covered by listings abo ve______________________________  78

West Germany’s imports from Communist countries, 1960-62
[Value  in millions of dollars c.i.f.]

Country  of origin

Alban ia____________________________
Bulgaria_____ ______________________
Czechoslovakia______________________
East Germany.................................. . ..........
Hu nga ry___________________________
Po lan d______ ______________________
Ruma nia ____ ____________ _____ ____
U.S.S .R....... . ...............................................
Communist China .......... ............................
Other Asian Communist areas_________
Cu ba ........................ . ...................................

To tal , Communist countries lis ted. . 
Total im port s from entire world  (including 

imports  from Eas t Germany)_________

Value Per cen t of total imports

1960 1961 1962 1960 1961 1962

0.1 (>) 0.1 (>) (') (')
19.6 23.6 26.8 .2 .2 .2
61.7 62. 0 65.9 .6 .5 .5

267.3 234.0 228.6 2.6 2.1 1.8
44.5 47.2 48.8 .4 .4 .4
76.3 84.4 81.9 .7 .8 .7
42.0 52.3 61.8 .4 .5 .5

136.3 142.9 2 186.8 1.3 1.3 1.5
69.4 39.7 39.3 .7 .4 .3
2.2 .9 .7 (') (>) (')
9.4 2.0 5.8 .1 (>) .1

728.8 689.0 746.5 7.0 6.2 6.0

10,369.8 11,174.9 12,508.0

1 Insignificant.
2 Inclu des crude petroleum imports , valued  a t $23.2 mill ion, not  shown i n earlier publications .
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Most important items  imported by West Germany fro m each country listed above in  
order of  magnitude , based on 1962 imports  

[Amounts in millions of dollars c.i.f.]
Alb ania ................. ................................... . ......... ......... ........... .......................... (*)
Bulgaria:

Fru its and vege table s_________________________________________ 10. 3
Tobacco, manufactured_______________________________________  5. 4
Eggs---------------------------------------- .------- ------------------------------------ 2.0
Crude  vegetable mater ial for indu strial uses_______________________  1. 4
Vegetable oils_________________________________________________  1. 3
Corn_____________________________________   1. 0
Meat and meat prep arat ions_____________________________________ 1. 0

To tal _____________________________________________________ 22. 4
Total impor ts_______________________________________________  26. 8

r "" Percent covered by listings above______________________________
Czechoslovakia:

Lignite briq uet tes and lignite coke______________________________
Wood in all s hap es___________________________________________
Iron  and steel_______________________________________________
Metal-cu tting  machine tools___________________________________
Fruits and vegetab les_________________________________________
Mineral ta r and crude t ar  chemicals____________________________
Machinery, other tha n machine tools____________________________
Kaolin and firec lay___________________________________________
Rye________________________________________________________
Chemicals other than  mineral ta r_______________________________
Ma lt____________ _____ _________ ________________ _____ ____
Eggs------------------ ----------- ------------------------------------------------------
Sugar, molasses, and  honey____________________________________

84

9. 9 
7. 1 
5. 4 
4. 2 
3. 2 
2. 9 
2. 8 
2. 3 
2. 1 
2. 0 
1. 9 
1. 6 
1. 3

T o ta l. . ______ _____ ____________________ ____ ___________  46.7
Total impor ts_______________________________________________  65. 9

Percent covered by listings above______________________________  71

East Germany:
Lignite, ligni te briq uett es and coke_____________________________  59. 6
Petroleum pro ducts__________________________________________  49. 6
Cloth ing and footwear________________________________________  15. 5
Chemicals__________________________________________________  12. 3
Sugar  and molasses__________________________________________  9. 9
Wood and  wood manufactures _________________________________  7. 3
Corn and rye________________________________________________  7. 2
Meat and meat preparatio ns___________________________________  6. 9
Miscellaneous mac hine ry______________________________________  6. 8
Text iles____________________________________________________  5. 1
Metalworking machine  tools___________________________________  5. 0
Office ma chin ery_____________________________________________  3. 9
Pulp and paper______________________________________________  2. 9
Scientific, optica l, and photographic equ ipment and  inst rum ent s____  2. 4

T ota l. ................. . ............. . ................. . ................. ......... ............. ....... 194. 4
Total im ports _______________________________________________  228. 6

Percent covered by listings above_______________________________ 85

Hungary:
Live anim als________________________________________________  8. 9
Fru its  a nd vegetables________________________    7. 8
Meat and meat preparatio ns___________________________________  5. 8
Petroleum produc ts__________________________________________  2. 8
Wood___ ______     2. 1

« Total impor ts amou nted  on ly to $70,000, consisting mainly of cot ton.
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Most important items imported by West Germany from each country listed above 
in order of magnitude, based on 1962 imports—Continued 

[Amounts In millions of dollars c.lJt.1
Hungary—Continued

Crude vegetable materials for industrial  uses--------------------------------
Vegetable oils________________________________________________
Feathers  and dow n___________________________________________
Oilseed, o ilnuts, and kerne ls___________________________________
Nonferrous metals____________________________________________
Dairy produc ts______________________________________________
Beverages___________________________________________________
Pla tinum ___________________________________________________

cs e- 
oo co oo oo co

To ta l____ ____ ______________________ ____________________  37.0
Total  impor ts_______________________________________________  48. S

Percen t covered by listings above------ ------- --------------------------------- 76

Poland:
Meat and meat prepara tions----------------------------------------------------- 12.4
Fru its and vegetab les_________________________________________  11.9
Wood________________ _____ ___________ ______ ________ ____  9-0
Dairy  produc ts______________________________________________  8. 7
C o a l. .. ________________ ___________ ___________ ______ _____  5.9
Chemicals other than  mine ral ta r_______________________________  4. 9
Live anim als________________________________________________  4. 4
Petroleum produc ts__________________________________________  3. 1
Feathers  and dow n___________________________________________  2. 1
Mineral ta r and crude  t ar  chemicals____________________________  1. 2
Zinc, unwrough t_____________________________________________  1. 0

T o ta l. ......... ........... ................... . ........... ............. ........... . .....................  64.6
Total  imports_______________________________________________  81. 9

Percent covered by listings above______________________________  79

Rumania:
Petroleum produc ts__________________________________________  16. 2
Corn_______________________________________________________  13. 5
Wood...................... ....................... - ................... .........................................  13. 5
Nonferrous metals, un wroug ht_________________________________  3. 0
Frui ts and vege table s_________________________________________ 2. 8
Vegetable oils_________________________________________________  2. 3
Feathers and down___________________________________________  1. 4
Eg gs ....................................................................        1. 1

Total .............. ........... ............... ............... ..................... .........................  53. 8
Tota l imp orts _______________________________________________  61. 8

Percent covered by listings  above___ ___________________________ 87

U.S.S.R.:
W ood .. ........................... .................................................- .........................  23. 5
Crude  petroleum_____________________________________________ 23. 2
Petro leum pro ducts__________________________________________  20. 1
Iron  and ordinary  steel coils for reroll ing-------------------------------------  19. 0
Whea t and rye______________________________________________  13. 7
Pig i ron ____________________________________________________  12. 1
Fur skins___________________________________________________  11. 2
Co tton_________________________________________________   9. 5
Vegetable oils_______________________________________________  7. 1
Pla tinum ___________________________________________________  6. 1
Natura l phosphates___________________________________________ 5. 5
Barley, corn, and oa ts________________________________________  5. 3
Manganese,  chromium, and tungsten ores and  concent rates________  4. 9
Asbestos____________________________________________________  2. 9
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Most importan t item s imported by West  G ermany -from, each coun try listed above 
in order of magnitude,  based on 1962 imports— Continued

[ A m o u n t s  I n  m i l l i o n s  o f  d o l l a r s  c . l . f . ]

U.S.S .R.—Continued
Tobacco____________________________________________________  1. 9

Tot al .____ _____________________________________ ____ ____ 166. 0
Tota l imports_______________________________________________  186. 8

Percent covered by listings above______________________________  89

Communist  China :
Silver and alloys, unwrought___________________________________  10. 1
Crude  animal mate rials , except bristles,  feathers, and  down________  3. 7
Soybeans___________________________________________________  3. 4
Fea ther s and dow n___________________________________________  3. 1
Silk and othe r animal ha ir_____________________________________  2. 4
Tin, unwrought______________________________________________  2. 3
Fu r skins, undressed__________________________________________  2. 0
Eg gs .------ ------------------------------------------------- ------------------- -------  1.5
Bristles  and brushma king hair  and was te________________________  1. 4

To tal______________________ ______ _______________________  29.9
Total imports________________________________________________ 39. 3

Percent covered by listings abov e___ ___________ ________________ 76

Othe r Asian Communist areas:
Animal ha ir_________________________________________________  . 4
Fea the rs and dow n___________________________________________  . 2

To ta l_______________________________________ ____________ _ .6
Total  imp ort s_______________________________________________  . 7

Percen t covered by listings  above______________________________  86

Cuba:
Sug ar------------------------    3. 5
Molasses____________________________________________________ 1. 3
Na tural honey_______________________________________________  . 3
Tobacco____________________________________________________  . 3

T o ta l. .____ __________________________________ ___________  5.4
Total imp orts _______________________________________________  5. 8

Percent covered by listings  above______________________________  93
West Germany's exports to Communist countries, 1960-62

[V alu e  In  m il li o n s  o f d o ll a rs  f. o .b .]

C o u n t r y  o f d e s ti n a ti o n
V a lu e P e r c e n t  of to ta l  e x p o r ts

1960 1961 1962 1960 1961 1962

A lb a n ia _____________________ _______________ 0 .2 0 .2 0 .6 (>)
0 .2

(>)
0. 1

(>)
B u lg a r ia ________________ ______ _____________ 29 .2 18 .0 24.5 0 .2
C ze ch osl o  v a k ia ............................................ ............. 65 .2 76 .2 75 .0 .6 .6 .6
E a s t  G e r m a n y ._____ _______ _______________ 22 8.4 216. 7 213. 5 2 .0 1.7 1 6
H u n g a r y _____________________ 52 .7 5 0 .8 49.5 .5 . 4 .4
P o l a n d .  ______________________ 72 .1 6 9 .3 65. 7 .6 .5 .5
R u m a n ia ________________________ 35.7 57 .9 82 .1 .3 .5 .6
U . S . S .R . ................................................. 18 5. 3 204.0 206. 8 1 .6 1.6 1 .5
C o m m u n is t  C h in a _____________ __________ 95.4 30 .5 31 .2 .8 .2 .2
O th e r  A s ia n  C o m m u n is t  a re a s ____________ .8 6 .7 1 .0 (>)

.1
.1 (’)

C u b a _______________________________  . . 14 .5 1 1 .8 5. 7 .1 (l )

T o ta l  C o m m u n is t  c o u n tr ie s  l i s t e d . . 77 9.5 74 2.1 755. 6 6 .7 5 .8 5 .6

T o ta l  e x p o r ts  to  e n ti r e  w o r ld  ( in c lu d in g  
e x p o r ts  to  E a s t  G e r m a n y ) _______________ 11.6 43.2 12 ,903 . 8 13 ,4 77. 1

i In s ig n if ic a n t .
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Most importan t items exported by West Germ any to each country listed above in order 
of  magnitude, based on 1962 exports

[Amounts i n mi llions  of dollars, f.o.b.]
Albania :

Sheets and  p lates of stee l______________________________________  0. 2
Tubes and  pipes of st eel_______________________________________  . 1
Aluminum__________________________________________________  • 1
Chemicals___________________________________________________  • 1

To tal______________________________________ _______________  . 5
Tota l exp orts ________________________________________________  • 6

Percent covered by listings above______________________________  83

Bulgar ia:
Iron  and  steel, except tubes and  p ipes___________________________  6. 1
Chemicals___________________________________________________  3. 6
Machinery, non elec tric_______________________________________  3. 4
Whea t flour_________________________________________________  2. 6
Tubes and pipes of iron and  stee l______________________________ 2. 0
Machinery, elec tric___________________________________________ 1. 6
Manmade  f ibers______________________________________________ 1. 0

T o ta l. ______ __________ _________ ________________________  20 .3
Total exp orts ________________________________________________ 24. 5

Percent covered by listings  a bove______________________________  83

Czechoslovakia:
Iron  and  steel, except tubes and pipe s___________________________  20. 4
Machinery, none lectr ic________________________________________ 16. 4
Tubes  and pipes of iron and  steel______________________________  8. 4
Chemicals___________________________________________________  7. 5
Copper, refined, unalloyed_____________________________________  5. 9
Machinery, elec tric___________________________________________  3. 4
Leather_____________________________________________________  1. 4

T o ta l .. .............. ............... ........................... ..................... .....................  63 .4
Total exp orts________________________________________________  75. 0

Percent covered by listings above______________________________  85

East Germany:
Tubes and pipes of i ron and stee l_______________________________ 28. 7
Sheets and pla tes of iron and stee l_____________________________  26. 6
Iron  and  steel, excep t tubes, pipes, sheets, and  p lat es_____________  24. 1
Machinery, nonelectric________________________________________ 16. 8
Chemicals___________________________________________________ 15. 9
Meat and meat pre parat ion s___________________________________ 14. 2
Coal and coke_________________________________________________  9. 8
Fish and  fish prepara tio ns______________________________________  6. 8
Machinery, elec tric___________________________________________ 6. 4
Vegetable oils_________________________________________________  5. 5
Glass and glassware____________________________________________  4. 9
Textile fibers________________________________________________  4. 1
Cargo ships___________________________________________________  4. 0
Tobacco______________________________________________________  3. 1

T ota l. _______ __________________ _______ _________________  170.9
Total exp orts ________________________________________________ 213. 5

Percent covered by listings above______________________________  80
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Most important items exported tty West Germany to each country listed above 
in order of magnitude, based on 1962 exports—Continued 

[Amounts in  millions of dol lars  f.o.b.]
Hunga ry:

Machinery, nonelec tric_________________________________________ 10. 4
Chemicals___________________________________________________  8. 0
Machinery, elec tric____________________________________________ 4. 6
Copper, refined, unalloyed______________________________________  4. 2
Tubes and pipes of iron and ste el_______________________________  2. 8
Wheat flour__________________________________________________  2. 6
Iron and  steel , except tubes and  pipes____________________________  2. 6
Hides, skins and lea the r_______________________________________  1. 7
Manmade fibers and ya rn_______________________________________  1. 0

To tal ............... ............................................ ............... ............................... 37. 9
Tota l exp orts_________________________________________________49. 5

Percent covered by listings above_______________________________  77

Poland:
Machinery,  nonelectric__________________________________________ 20. 6
Chemicals___________________________________________________  12. 6
Machinery, elec tric____________________________________________ 6. 3
Tubes and pipes of iron and stee l_______________________________  5. 2
Iron and  steel, except tubes and pipes____________________________  4. 4
Ships________________________________________________________  2. 2
Copper, refined and copper wire_________________________________  2. 1
Manmade yarn  and fibers______________________________________  1. 9
Scientific an d photographic equip me nt___________________________  1. 5
Motor vehicles and pa rts ____ __________________________________  1. 0

To tal _____________________________________________________  57. 8
Total  exports_________________________________________________65. 7

Percent covered by listings above_______________________________  88

Rum ania :
Complete plant ins tallatio ns_____________________________________ 25. 6
Machinery, nonelectric  except comple te plant ins tallatio ns.... ..........  17. 2
Machinery, elec tric___________________________________________  10. 2
Chemicals___________________________________________________  8. 2
Tubes and  pipes of iron and stee l________________________________ 6. 9
Iron  and  steel, except tubes and pipes____________________________ 4. 5

To tal.................................... ............... ............................... ....... ............. .. 72.6
Tota l exports_________________________________________________82. 1

Percent covered by listings above_______________________________  88

U.S.S.R.:
Tubes and pipes of iron  and steel_______________________________  72. 0
Machinery,  none lectr ic_______________________________________  41. 3
Iron  and steel, except tu bes  and pipe s___________________________  27. 9
Ships_______________________________________________________  16. 2
Copper , refined______________________________________________  12. 2
Chemicals, except organic_____________________________________  9. 5
Organic chemicals____________________________________________  8. 6
Machinery,  electr ic___________________________________________ 6. 6

Tot al ......................... ................................. - ...........................................- 194.3
Total exports________________________________________________  206. 8

Percent covered by listings abo ve----------------------------------------------- 94
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Moat importa nt items expor ted bp West Germany to each country  listed above 
in order of magnitude, based on 1D62 exports—Continued 

[Amounts in millions of dollars  f.o.b.]
Com munist China:

Wheat flour_________________________________________________  12. 2
Nitrogeneous fert ilizer__________________________________________  6. 8
Chemicals, except fertil izers_____________________________________  3. 6
Tubes and pipes of iron and steel________________________________  2. 3
Yarn and thread  of manm ade fibers______________________________  2. 2

To ta l.................................................. ........................... ...........................  27. 1
Total exports________________________________________________ 31.2

Percen t covered  by listings abo ve______________________________  87

Oth er Asian C omm unis t areas:
Whea t flour_________________________________________________  . 5
Manmade  fibers_____________________________________________  . 2
Copper wir e_________________________________________________ . 1

To ta l_____________________________________________________
Total exp ort s________________________________________________ 1. oo

o

Perc ent covered by listings above______________________________  80

Cuba:
Chemicals___________________________________________________ 2. 1
Feeding stuff for animals______________________________________  1. 4
Diesel engines_______________________________________________  . 5
Pa rts  of railway locom otives___________________________________  , 2
Mineral cru shing  machines____________________________________  . 2

To ta l......... ......................... ............. . ......................... .............................  4.4
Tota l exp orts________________________________________________  5. 7

Percent covered  by listings above_______________________________  77

Greece’s imports from Communist countries
[Value in mill ions of dollars c.i.f.]

Count ry of origin
Value Percen t of total imports

1900 1961 1962 1960 1961 1962

Alban ia_____________
Bu lga ria .. . ______ _  ___________ 1.8 3.4 4.1 0.3 0.5 0.6
Czechoslovakia.... ...... .................. . .......... 10.4 10.3 9.1 1.5 1.4 1.3
East Germany____________  _________ 1.6 2.7 4.0 .2 .4 .6
Hungary________ ____ _ ___ _  __ 5.2 5.2 5.8 .7 .7 .8
Poland_______ _  _ _ _________ _  _ . .. 4.6 4.9 5.5 .6 .7 .8
Ruma nia _____ _____  _ ___________ 3.4 4.0 5.9 . 5 .6 .8
U.S .S.R___  ___  _ 28.3 19.9 20.3 4.0 2.8 2,9
Com mun ist Chi na__ _ _ ___ .1 .1 .1 (*) (*) (*)Other Asian Communist areas
Cu ba . ____________________________ 3.2 3.4 5.0 .5 .6 .7

Total  C omm unist  coun tries l ist ed ...  
Total  imp orts  from ent ire w orld ___  .

58.6
701.9

53.9
714.0

59.8
701.2

8.3 7.6 8.5

1 Ins ignifican t.
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Most important  items imported by Greece from  each count ry listed above in  order of 
magnitude based on 1962 imports 
[Amounts in  millions of dollars c.i.f.]

Albania________  (*)
Bulgaria:

Cheese_____________________________________________________  0. 9
Nitrogenous fert ilize r_________________________________________  . 7
Wood______________________________________________________  . 5
Meat  and meat preparatio n____________________________________ . 4
Live animals________________________________________________  . 3
Cotton fabrics______   . 2

To tal_______ _____________________________________________  3. 0
Tota l impor ts_______________________________________________  4. 1

Percent covered by listings above______________________________  73

Czechoslovakia:
Machinery__________________________________________________  3. 5
Sugar and  honey._______   1. 0
Textiles_____________________________________________________ 1. 0
Wood______________________________________________________  . 8
Motor  vehicles______________________________________________  . 5
Construc tion mater ia l._____   . 2
Glass, glassware, and po tte ry__________________________________  . 2
Iron  a nd stee l_______________________________________________  . 2

To tal _______________ ____ ______ ____ _____ ______________  7. 4
Tota l im po rts .___ ___________________________________________  9. 1

Percent covered by listings above______________________________  81

East Germ any:
Machinery__________________________________________________  1. 2
Chemicals__________________________________________________  1. 2
Textiles____________________________________________________  . 4
Artificial fib er s.____ _________________________________________  . 3
Scientific a nd photograph ic eq uipm en t.._____ ___________________  . 3

To tal ___ _________________________________________________  3. 4
Total  imports_______________________________________________  4. 0

Percent covered by listings above______________________________  85

Hungary:
Live animals________________________________________________  2. 6
Tex tiles____________________________________________________  . 7
Machinery__________________________________________________  . 6
Sugar, refined. . . . . . __________________________________________  . 6
Cheese_____________________________________________________  . 3
Meat and  meat prep arat ions___________________________________  . 2

To tal _____________________________________________________ 5. 0
Tota l im po rts .___ ___________________________________________  5. 8

Perc ent covered by listings above_______________________________ 86

Poland:
Meat and meat preparatio ns____________________________________  1. 4
Coal_______________      1. 1
Machinery___________________________________________________  . 6
Text iles______________________________________________________ . 3
Chemicals____________________________________________________ . 3
Pa pe r._____ _________________________________________________  . 2

Sec footnotes at end of table, p . 297.
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Jfosf  importa nt item s imported by Greece from each country listed  aborc in 
order  of  magnitude based on 1962 imports—Continued

[ Amounts In millions of dollars c.l.f. ] ,,

Poland—C ontinued
Fish and  fish preparatio ns_______________ ______________________  . 2
Live an imals______________________________ ___________________  . 2

Tot al___ ____ _____________________________________________  4.3
Total impor ts________________________________________________  5. 5

Percent covered by listings above_______________________________  78
Rumania:

Petro leum produc ts__________________________________________  3. 5
Wood_____________   1. ()
Meat  and meat preparatio ns____________________________________  . 5
Cheese______________________________________________________  . 2

To ta l____ _______ ___________ _____ _______________________  5. 2
Tota l imports________________________________________________  5. 9
Percent covered by listings above_______________________________  88

U.S.S.R.:
Petroleum,  crud e______________________________________________ 6. 1
Wood a nd wood manufactu rers_________________________________  4. 6
Petroleum produc ts___________________________________________  3. 6
Machinery___________________________________________________  2. 8
Iron  a nd stee l________________________________________________  1. 0
Coal and  coke________________________________________________  . 6

T o ta l. ______ ____ _____ ___________________________ _______  18.7
Total impor ts________________________________________________ 20. 3

Percent covered by listings above________________________________ 92

Communist  Ch ina________________________________________________  (2)
Other Asian Comm unist areas______________________________________  (')
Cuba :

Sugar, refined (to tal )___________________________________________  5. 0
Total impor ts_________________________________________________  5. 0

Percen t covered by listings above_______________________________  100
* N o im po rts .
’ To tal im po rts am ou nt ed  on ly  to  $58,000, consist ing  m ainly of spices.

Greece’s exports to Comm unist countries, 1960-62 
[Value in  m ill ions  of  dolla rs f.o .b.l

Cou nt ry  of  des tin ati on
Value Pe rcen t of t otal  expo rts

1960 1961 1962

Alban ia_______________________________
Bu lgar ia ................. ................. .........................
Czech oslov akia________________________
Eas t German y________________________
Hun ga ry ______________________________
Pol an d___________________ ____ _______
R um an ia _____________________________
U.S .S .R ..............................................................
Com mun ist  C hi na_____________________
Othe r Asian  Com mun is t a reas__________
C ub a_________________________________

2.8
7.1
2.2  
5.1 
6.3  
2.5

18.8
(>)

1.8
9.1 
6.5
6.2
7.4
2.4 

18.8
(«)

3.3  1. 4
8.3  3.5
4.6  1.1
6.4  2.5
5.6 3.1
2.9  1.2

19.2 9.3
(«) (>) (')

0.8  1.3
4.1 3.3
2.9  1.9
2.8  2.6
3.3  2.2
1.1 1.2
8.4  7.7

(>)

Tota l Com mun is t co un trie s li st ed ..  
Tot al  expo rts  t o e nt ire  w or ld____________

44.8
203.1

52.2
223.3

50.3
248.5

22.1 23.4 20.2

1 Insig nif ica nt.
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Mo st im po rta nt  ite ms  exported by Greece to each coun try  list ed above in  order of  
ma gnitude based on 1962 exports 

[A mo un ts In mi llio ns of do lla rs f.o.b.]
Albania__________________________________________________________  (•)
Bulgaria:

Co tton_______________________________________________________  1. 3
Olives_______________________________________________________  1. 0
Hides and skins_______________________________________________  . 2
Lemons_______________________________________________________ . 1
Vegetable oils_________________________________________________  . 1

To tal_____________ _______ _________________ ____________ _ 2.7
Total exp ort s__________________________________________________ 3. 3

Percent covered by listings above________________________________  82

Czechoslovakia:
Tobacco, unmanufactured________________________________________ 3. 1
Cotton_______________________________________________________  2. 2
Lemons_______________________________________________________ . 7
Resin and  resin aci ds___________________________________________  . 6
Hides a nd skins________________________________________________  . 6
Raisins_______________________________________________________  . 3

To tal_________________________________ _____ __________ _____7.5
Tota l e xport s___________________________________________________ 8. 3

Percent  covered  by listings above________________________________  90

Eas t Germany:
Raisins_______________________________________________________  . 9
Lemons a nd oran ges____________________________________________ . 8
Tobacco, unm anu fac tured_______________________________________  . 8
Cotton _______________________________________________________  . 7
Frui ts and vegetables , except citrus  f ru its__________________________ . 4
Veneer shee ts_________________________________________________  . 2
Animal h air___________________________________________________  . 2

T o ta l. ...............................      4. 0
Tota l exports__________________________________________________ 4. 6

Percen t covered by listings above________________________________  87

Hungary:
Co tton_______________________________________________________  2. 8
Tobacco, unm anu fac tured_______________________________________  1. 3
Hides and skins _______________________________________________  1. 0
Raisins   . 4

T o ta l. ____ _______      5. 5
Tota l exports___________________________________________________ 6. 4

Percent covered by listings abo ve________________________________  86

Polan d:
Co tton_____________________________________________________  2. 6
Tobacco, unma nufac tured_____________________________________  1. 9
Lemons and oran ges__________________________________________ . G

To tal _________ ___________________________________________  5. 1
Total  exports________________________________________________ 5. 6

Percent covered by listings above______________________________  91

See footnotes a t en d of t ab le , p.  299.
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Most important  items expo rted by Greece to each cou ntry listed above in order 
of magnitude based on 1962 exports—Continued 

[Amounts in millions of do llars  f.o.b.]
R um an ia :

Ol ive s_____________________________________________________________  1- 5
C ot to n an ti co tton  y a rn ____________________________________________ 1. 0

T o t a l . . . ..................... ................................................ .......................................... 2 .5
Tot al  export s______________________________________________________  2. 9

Per ce nt  co ve red by li st in gs  ab ove __________________________________  86

U .S .S .R .:
To ba cco, unm anufa c tu re d_________________________________________  5. 0
C o t t o n 4. 6
Or an ge s an d le m on s________________________________________________ 3. 1
R ai sins ____________________________________________________________  2. 0
Hides  an d sk in s___________________________________________________  2. 0
B au xite___________________________________________________________  1. 6
Olive oil an d o th er  veg et ab le  oi ls___________________________________  . 5

T o t a l . . . .................................................... ...............................- ..........................  18 .8
Tota l ex port s______________________________________________________  19. 2

Per ce nt  co ve red by  list in gs  ab ov e__________________________________  98

C om m un is t C h in a______________________________________________________
O th er  As ian  C om m un is t a re as__________________________________________
C u b a __________________________________________________________________

(2)
(*)
(*)

1 No exports.
» Export s were insignificant.

Iceland’s imports  from Communist countries, 1960-62
[Value in millions of dollars c.i.f.]

Co untry  of origin
Value Percent of total  imports

1960 1961 1962 1960 1961 1962

A lbania
R nlg ar ia
Czechoslovakia ____________________ 3.3 2.6 2.3 3.7 3.5 2.6
East Germany _____________________ 3.3 2.1 1.7 3.7 2.8 1.9
H ung ar y______ _____________________ (')

1.6
.1 .2 (') .1 .2

Poland 1.6 2.3 1.8 2.2 2.6
Rum ania _________________________ . 1 .1 .3 . 1 . 1 .3
U.S .S.R  ............................................. 12.3 11.0 10.4 13.9 14.7 11.7
Com mun ist China . _______________ (') (') (') (’) (') (')
O th e r As ian  C om m un is t ar ra s
Cub a______________________________ .5 .5 .1 .6 .7 .1

Total  Co mmunist countries li st ed ..  
T o ta l im port s fro m en ti ro  w or ld

21.1
88.7

18.0
74.7

17.3
89.2

23.8 24.1 19.4

* Insignificant.
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Most importan t item s imported by Icela nd fro m each coun try listed above in  order 
of  magnitude based on 1962 imports

[Amounts in  mill ions  of dollars c. i.f.]
Albania______________ ___________________________________________
Bulgaria_________________________________________________________
Czechoslovakia:

Clothing and footwea r_________________________________________
Textiles_____________________________________________________
Sugar, refined________________________________________________
Glass, glasswear, and  p ot te ry ___________________________________
Machinery___________________________________________________
Motor vehicles_______________________________________________
Wood, pulp, paper____________________________________________
Iron  and  st eel________________________________________________

(')
0)
0. 4
. 3 
. 2 
. 2 
. 2 
. 2 
. 2 
. 1

Tot al___________ ____ _______ ________________ _____ ______  1.8
Total  imp orts ________________________________________________  2. 3

Percen t covered by listings above_______________________________  78

East Germ any:
Motorsh ips_______________ ___________________________________  . 5
Cloth ing and  f oo tw ea r.________________________________________  .2
Chemicals____________________________________________________ . 2
Pulp  and paper_______________________________________________  . 2
Sugar, refined________________________________________________  . 1
Tex tiles__________________________________ ___________________  . 1
Iron and  s teel________________________________________________  . 1
Machinery___________________________________________________  . 1

To ta l________________ _______ ______________ ______________  1. 5
To tal  imports ________________________________________________  1. 7

Percen t covered by listings above_______________________________  88

Hu ng ary:
Texti les and clothing__________________________________________  . 1
Feeding stuff for animal s_______________________________________ . 1

To tal______________________________________________________ . 2
To tal  impor ts________________ ________________________________  . 2

Percen t covered by listings above_______________________________  100

Poland:
Sugar, refined________________________________________________  . 4
Wood_______________________________________________________  . 4
Coal, lignite, and  coke_________________________________________  . 4
Iron  and s tee l________________________________________________  . 4

To ta l............... .................................................................... ..................... .. 1. 6
Total  impor ts________________________________________________  2. 3

Percent covered  by listings  above________________________________ 70

Rum ania :
Petroleum pro ducts_____________________________________ _____  . 2

To tal______________________________________________________  . 2
Tota l impor ts________________________________________________  . 3

Percent covered by listings above_______________________________  67

See footnotes at end of table, p.  301.
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Most important items imported tty Iceland- from, each country listed above in 
order of magnitude based on 1962 imports—Continued 

[Amounts in millions of dollars c .l.f. ]'
U.S.S .R.:

Petroleum pro duc ts____________________________________________ 7.
Wood____________ ________________________ __________ _ ...________
Iron  and stee l________________________________________________
Rye Hour____________________________________________________

To tal________________ _____ _______________________________  9.6
Total imp ort s_________________________________________________ 10. 4

W
 0

0 
tO

 C
5

Perc ent covered by listin gs above------------------------------------------------  92

Comm unist China_________________________________________________  (2)
Othe r Asian Communist are as______________________________________  (*)
Cuba :

Sugar, refined________________________________________________  . 1

To tal______________________________________________________  . 1
Tota l imp ort s________________________________________________  . 1

Percent covered by listings above_______________________________  100

i No imports.
5 Insignificant.

Ice land's exports to Com munist  countries,  196 0-6 2 
[Value in  millions of dollars f.o.b.]

Count ry of destina tion
Value Percent  of total exports

1960 1961 1962 1960 1961 1962

Albania____________________________
Bulgar ia______ _____ ________________ (*)

2.2
(*)

2.6C zechos lovakia______________________ 2.7 2.3 4.1 3.2
Eas t Germany _______________________ 2.6 1.0 .8 3.9 1.4 1.0
Hu ngary ____________________________ . 1 (’)

1.5
.2 .1 (>)

2.1
.2

Po lan d_________ _______ _______ _____ .9 1.1 1.4 1.3
Ru ma nia ___________________________ . 1 .1 .3 .1 .1 .4
U.S.S .R........................ ............... 9.9 5.1 10.9 14.9 7.2 12.9
Com munist  C hin a______ _______ _____ (>) («) (*) C)
Other Asian Com mun ist areas .
C u b a ........ ................  .. .9 .5 1.4 .7

To tal  Co mmunis t countries l is te d. .. 
To tal  expor ts to  ent ire world__________

17.2
66.4

10.5
71.5

15.5
84.2

25.9 14.7 18.4

i Insignifican t.

Most importa nt items exported by Iceland  to each count ry listed above in  order of 
magnitude based on 1962 exports

[Amounts in millions of dollars]
Albania______________________________________
Bulgari a----------------------------------------------------------
Czechoslovakia:

Fish, frozen, inclu ding herr ing_______________
Fish mea l_________________________________
Cod liver oil______________________________
Fish, cann ed______________________________

To ta l___________________________________
Total expor ts____________________________

(>)
(2)

1. 3
. 4 
. 3 
. 2

2. 2 
2. 2

Perce nt covered by listin gs abov e________________________________  100

See footnotes a t end of table, p. 302.
30-6 42 — 64— p t.  1------2 0
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Most important  items exported by Icela nd to each coun try listed above in order 
of magni tude based on 1962 e xports— Continued 

[Amounts In millions of dollars ]
Eas t Germ any:

Fish, frozen, including herr ing____________________________________  . 5
Herring, sal ted_________________________________________________  . 2

T o ta l. ................................................ . ................. ............. . ........... ................ 7
Tota l exp ort s___________________________________________________  . 8

Percent covered by listings above________________________________  88

Hu ngary :
Wool_________________________________________________________  . 1
Miscellaneous food (milk powder and fish)________________________  . 1

To tal _______________________________________________________ . 2
Tot al  expo rt s_________________________________________________________  . 2

Percen t covered by listings above_________________________________  100

Pol and :
Herring, sal ted________________________________________________  . 4
Fishmeal______________________________________________________ . 4
Fish, frozen, including herr ing___________________________________  . 3

To tal_______________________________________________________ 1. 1
Tota l exports__________________________________________________ 1. 1

Percent covered by listings above________________________________  100

Rum ania :
Fish, including herring, frozen and  sal ted__________________________  . 3

To tal ________________________________________________________ . 3
Total  exports___________________________________________________ . 3

Percen t covered by listings above________________________________  100

U.S.S.R.:
Fish, frozen, including herr ing_________________________________  7. 0
Herring salted_______________________________________________  3. 1
Woolen b l a n k e t s . 4
Fish, canned________________________________________________  . 2
Woolen sweaters_____________________________________________  . 2

T ota l. .................................................................... ......... ................. .......  10.9
Tota l exp orts ________________________________________________ 10. 9

Percen t covered by listings above_______________________________ 100

Comm unist Ch ina ________________________________________________ (2)
Other Asian C ommunist  areas_____________________________________  (')
Cu ba____ _________    (*)

• No exports.
* Expor ts were insignificant.
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Ital y’s imports f rom Com munist  countries, 1960 -62 
[Value In millions of dolla rs, c.i.f.]

Co untry  of origin
Value Percent  of tota l im port s

I960 1961 1962 1960 1961 1962

Albania ............. ........... ........... . . ......... . . . .
Bulgaria____________________________
C zechoslo vak ia_____ ________________
Ea st German y_______________________
Hu ngary ___________________________
Poland ................ .........................................
Ru ma nia .......................................................
U.S .S.R ........................................................
Com munist  C hin a. ..___ ___ _________
Other Asian Com mun ist areas ...................
Cub a______________________________

Total,  Communist countr ies l ist ed .. 
To tal  imports  from en tire  wor ld________

0.4
13.7
23 .2
14.5
19.3  
36 .9
31 .5

125.8
24.1

.1

.5

290 .0
4,74 0.6

0. 6
16 .8
28 .8
14.3
17.5
39 .2 
41 .9

150.1
12.3  

.5  

.3

322.3
5,25 6.4

1.3
15.9
32 .9
11.4 
23 .0
45 .5 
35 .2

165.8
14.1 

.7  

.2

346 .0
6,09 7.8

(')
0.3

.5

.3

.4

.8

.7
2. 6

.5

6.1

(*)
0. 3

.5

.3

.3

.8

.8
2. 9

.2

6.1

(>)
0. 3

.5

.4

.8

.6
2.7

.2

5.7

1 Insignificant.

Most importa nt items imported by Italy from  each count ry listed above in  order of 
magnitude based on 1962 impor ts 

[Amounts in m illions of dollars, c.i.f.]
Albania:

Petroleum, crude  and par tly  refined____________________________  0. 6
Co tton_____________________________________________________  . 2
Hides and  skins______________________________________________ . 1
Fru its and  vegetab les_________________________________________  . 1

To ta l_____________ ____________________________ ________ 1.0
Tota l impor ts________________________________________________  1. 3

Percent covered by listings abo ve_______________________________  77

Bulgaria:
Eggs-------------- ----------------------------- -------- ------------- ------------------ 4.2
Oilseeds, o ilnuts , and kernels__________________________________  4. 2
Wood______________________________________________________  1. 2
Live animals, excep t horses____________________________________ 1. 0
Tobacco____________________________________________________  1. 0
Petroleum crude and par tly  refined_____________________________  . 9
Meat and mea t preparatio ns___________________________________  . 5
Bu tte r______________________________________________________ .5
Corn_______________________________________________________  . 5

To ta l____________________________________________________  14. 0
Tota l impor ts_______________________________________________  15. 9

Percent covered by listings above______________________________  88

Czechoslovakia:
W ood______________________________________________________  8. 5
Machinery, nonelectric________________________________________  3. 9
Glass, glassware, and  p ot te ry __________________________________  3. 7
Iron and steel produc ts_______________________________________  2. 5
Chemicals, other tha n pha rma ceu tica l__________________________  2. 1
Clay and refractory  material__________________________________  1. 7
Malt and barley_____________________________________________  1. 6
Medicinal a nd pharmaceutical produc ts_________________________  1. 5
Coal_______________________________________________________  1. 2
Mea t and meat preparatio ns___________________________________ . 8

To ta l________________________________ ______ _______ _____  27.5
Total imports_______________________________________________  32. 9

Perc ent covered by listings above______________________________  84
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Most importa nt item s imported by Ita ly  fro m each coun ty listed  above in order 
of magnitude based on 1962 im ports— Continued 

[Amounts in  millions of doll ars c.i .f.]
East Germany:

Machinery, nonelectr ic________________________________________ 2. 2
Hem atite pig iro n____________________________________________  2. 2
Chemicals__________________________________________________  1. 3
Glass, glassware and po tte ry___________________________________ 1. i
Cot ton and  cot ton  ya rn _______________________________________ . 9
Coal and  l ign ite_____________________________________________  . 6
Wood______________________________________________________  . 4

To tal______ _______ ______________________________________  8. 7
Total imports_______________________________________________  11. 4

Percen t covered by listings above______________________________  76

Hungary :
Live animals , except horses____________________________________  10. 1
Iron and steel produc ts_______________________________________  2. 3
Meat and mea t pre par ations___________________________________  2. 0
Horses______________________________________________________ 1. 6
Hem p______________________________________________________  1. l
Machine tools_______________________________________________  1. 1
Wood______________________________________________________  . 7
Dairy p roducts______________________________________________  . 6

To ta l.____ __________ ________ ________________ ____ ______  19.5
Total imp ort s_______________________________________________  23. 0

Percent covered by listings above______________________________

Poland:
Eggs-----------------------------------
Coa l_______________________
Live animals, other tha n horses.
Horses_____________________
Mea t and meat preparatio ns__
But te r_____________________
Chemicals__________________
Vegetables__________________
Hides and skin s_____________

85

12. 9 
10. 0 
5. 9 
2. 6 
2. 6 
2. 3 
2. 2 
1. 3 
1. 1

To tal _____ ______ _____ ______ ___________________________  40.9
Total imports_______________________________________________  45. 5

Percent covered by listings above______________________________  90

Rum ania :
Wood in all shap es___________________________________________  15. 9
Corn_______________________________________________________  4. 4
Blooms, billets, and  slabs of iron and steel_______________________  3. 8
Petroleum pro ducts__________________________________________  3. 1
Mea t and  meat prepar ations ___________________________________ 1. 6
But te r______________________________________________________  1. 2

Total .____________________________________________________  30.0
Total imports________________________________________________ 35. 2

Percent covered by listings above______________________________  85

U.S.S.R .:
Petro leum, crude and partly refined______________________________  68. 1
Wood in all shape s____________________________________________  18. 0
Coal______________________    14.5
Petro leum pro duc ts____________________________________________  9. 6
Iron and steel coils for rerol ling__________________________________  8. 9
Hermat ite pig iron_____________________________________________  8. 8
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Most important items imported by Ita ly  from each coun ty listed above in order 
of m agnitude based on 1962 im ports—Continued

[Amounts in millions of dollars c .i.f.]
U.S.S.R.—Continued

Iron  and steel othe r tha n coils an d hermatite  pig iro n_____________  6. 9
Chemicals___________________________________________________  5. 8
Co tton_____________________________________________________  5. 7
Corn_______________________________________________________  2. 0
Fla x______________ _______________________ ____ ___________ _ 1.9
Pla tinum ____________________________________________________ 1. 8
Iron pyrite s_________________________________________________  1. 5

Tot al____ ________ _______________ _______________________  153. 5
Tota l imp orts ________________________________________________ 165. 8

Per cen t covered by listings  above_______________________________ 93

Communist  China:
Silk, raw, yarn , and woven____________________________________  4. 6
Silver unworked and pa rtl y worked_____________________________  2. 7
Eggs------------------------------------     1. 4
Animal hair, other tha n silk ___________________________________  . 9
Soybeans____________________________________________________ . 9
Vegetables__________________________________________________  . 3

T ota l. _____ ____________________________ _____ ___________  10.8
Tota l imports________________________________________________ 14. 1

Percent covered by listings  above_______________________________ 77

Other Asian Comm unist areas:
Coa l______ ____ ____________________________________________  . 4
Crude rub ber________________________________________________  . 2

To ta l............................................ ..................................... ......... ...................... 6
Tota l imports________________________________________________ . 7

Perc ent covered by listings above_______________________________ 86

Cuba:
Coffee______________________________________________________  . 2

To ta l........................................... ................. ................. ...........................  . 2
Tota l imp orts ________________________________________________ . 2

Percen t covered by listings above______________________________  100

Italy's exports io Communist countries, 1960-62
[Va lue  in mil lion s o f dol lar s f.o.b.J

Cou nt ry  of des tin at ion
Va lue Pe rcen t of to ta l exports

1960 1961 1962 1960 1961 1962

A lb an ia .. . . ______  _______ ___ _ ___ 2.1 5.0 1.0 0.1 0.1 (*)
0.3Bu lga ria 8.0 9.5 13.3 .2 .2

Cz echoslo vakia ____________ ____ _______ 16.9 26.1 27.1 .5 .6 .6
E as t G er m an y. . ______________ . . . . 6.8 10.8 7.8 .2 .3 .2
H un gar y___ 22.6 22.2 23.2 .6 .5 .5
Pola nd ." ............... 20.7 29.6 28.0 .6 .7 . 6
R um an ia .__ _ 16.3 23.2 37.3 .4 .6 .8
U .S .S .R ___  . .  . .  ____________ 78.6 89.5 102.5 2.1 2.2 2.2
Com m un is t China ___ . _ . .  . . . ___ 39.7 29.7 19.0 1.1 .7 . 4
Oth er  A sia n Com mun is t areas .5 1.6 1.9 (*)

.1
(*)

,1
(*)
(»)C u b a . ........  .......................... 5.3 4.0 1.4

Tot al , Com mun is t c ountr ies  li st ed ..  
Tot al  expor ts to  ent ire  w or ld ___ _

217.5
3,668 .8

251.2
4,215.0

262.5 
4,698. 0

5.9 6.0 5.6

* Ins ign ifi cant.



306 EAST-WEST TRADE

Mos t imp ortant  items exported by Ita ly  to each coun try listed above in  order of 
magnitude,  based on 1962 exports 

[Amounts In millions of dollars f.o.b.]
Albania:

Che m ical s. ..........................................................   0.3
Lubrica ting  oil and greases______________________________________  . 2
Man ufactur ed goods (unspecif ied)________________________________  . 2
Mac hine ry____________________________________________________  . 1

Tot al ...................................... ............. ................. ...................................  .8
Tota l exports__ ____ ________________________________________  1. 0

Percent covered  by listing abo ve_______________________________  80
Bulgar ia:

Chem icals__________________________________________________  3. 2
Manmade yarn and  fibers_____________________________________  2. 1
Rice_______________________________________________________  1. 9
Sheets and  plate s of iron and steel______________________________  1. 7
Machinery, nonelectric________________________________________ 1. 3
Hides and  skin s_____________________________________________  1. 0

T o ta l. .......................... ................................... ....................... .................  11.2
Total  exports________________________________________________ 13. 3

Perc ent covered by listing abo ve__________ ____________________  84
Czechoslovakia:

Chem icals__________________________________________________  7. 2
Machinery,  nonelectric________________________________________  3. 6
Fru its and  vegetable s_________________________________________  3. 4
Iron and steel produc ts_______________________________________  2. 4
Rice _______________________________________________________  1. 9
Yarn of manmade fibers_______________________________________ 1. 9
Road  motor vehicles and pa rts_________________________________  1. 5
Synthet ic rubber  and rubber  su bs titute s_________________________  1. 0
Hides and  sk ins, undressed____________________________________  . 9

To ta l.............................................. ................................. ............... .......... 23. 8
Tota l exp ort s________________________________________________ 27. 1

Percent covered by listings above______________________________  88
East Germ any:

Fru its and vegetables_________________________________________ 2. 8
Cotton ya rn _________________________________________________ 1. 1
Rice_______________________________________________________  . 8
Hides and  skins, undressed____________________________________  . 5
Tobacco, unm anu fac tured_____________________________________  . 4
Synthet ic organic dyes tuff_____________________________________  . 4

To ta l........... ............................................................ ....................... .......... 6.0
Total exp ort s________________________________________________  7. 8

Percent covered by listing abo ve_______________________________  77
Hunga ry:  ■ ■

Chem icals__________________________________________   5. 6
Manmade fibers and ya rn_____________________________________  3. 8
Machinery, nonelectric________________________________________ 3. 2
Fruits and  vege table s_________________________________________  2. 9
Iron and steel produc ts_______________________________________  2. 0
Rice________________________________________________________  1. 1
Bodies, chassis, and par ts of motor vehicles______________________  1. 0

To ta l............. ............................................ ................................... ...........  19.6
Tota l exp ort s________________________________________________  23. 2

Percent covered by listings above______________________________  85
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Host importa nt item s exported by Ita ly  to each coun try listed above in order of 
magnitude,  based on 1962 expo rts— Continued 

[Amounts in  millions of do llars  f.o.b.]
Po lan d:

Machinery,  nonelectric , except ball  b ear ing s_____________________  6. 3
Chem icals__________________________________________________  5. 5
Iron and steel prod ucts___________________________ ___________  3.6
Yarn of manmade fibers_______________________________________ 2. 6
Machinery, elec tric___________________________________________ 1.9
Ball bear ings________________________________________________  1. 5
Ric e_______________________________________________________  1. 1
Ships_______________________________________________________ . 8

T o ta l. ....................................... ........................................... ...................  23.3
Total exp orts_______________________________________________  28. 0

Percent covered by listings above_______________________________ 83

Rum ania :
Machinery, nonelectric, except texti le, leather, and metalw orking

machinery________________________________________________  7. 6
Textile and leather machiney__________________________________  5. 6
Manm ade fibers, yarn,  and fabr ic_______________________________ 5. 6
Metalw orking machinery______________________________________  4. 4
Tubes and pipes of iron and stee l_______________________________  2. 0
Iron  and steel, except tubes and pipes___________________________  1. 5
Machinery, elec tric___________________________________________ 1. 5
Syntheti c rubber  and rubber sub sti tut es_________________________  1.4
Fru its and vegetable s_________________________________________  1. 2

To ta l_____ _______________ ___________ _____ _____________  30. 8
Total  expo rts________________________________________________  37. 3

Percent covered by listings above_______________________________ 83

U.S.S.R .:
Tubes and piples of iron and steel______________________________  21. 9
Machinery, nonelectric , except meta lworking_____________________ 17. 2
Iron  and steel, except tubes and pipe s___________________________ 15. 6
Manmade  fibers and ya rn_____________________________________  10. 7
Machinery,  elec tric___________________________________________ 6. 1
Synthet ic rubber  and rubb er substitute s_________________________  5. 3
Ship s_______________________________________________________ 4. 8
Metalworking machinery______________________________________ 4. 5
Fru its and vegetable s_________________________________________ 3. 3

Tot al ......... ........... ....................... ................. ........................................... 89.4
Total exp orts________________________________________________ 102. 5

Percent covered by listings above______________________________  87

Communist  China:
Nitrogenous ferti lizer s________________________________________  8. 5
Manmade  y arn  and fibers________ i ___________________________  5. 4
Chemicals, excep t fertilizers___________________________________  3. 1

To tal ............. ....................... ............. ........... ............. ................... .........  17.0
Tota l e xpo rts________________________________________________ 19. 0

Percent covered by listings above______________________________  89
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Most impo rta nt ite ms  exp orted  bp It a ly  to each coun try  list ed above in orde r of 
magni tude, based on 1962 expo rts — Continue d 

[Amounts in millions  of dol lars f.o.b.]
Other Asian Communist areas :

Nitrogenous  fe rtiliz er_________________________________________  . 6
Chemicals, except fertil izers___________________________________  . 5
Manmade fibers______________________________________________ . 2
Machinery, nonelectric________________________________________  . 2
Wool and  othe r animal ha ir____________________________________ . 1

To tal______________________ ______ _______________________  1. 6
Total exp orts ________________________________________________  1. 9

Percent covered by listings  abo ve______________________________  84

Cuba:
Medicinal and pharmac euticals_________________________________ . 3
Machinery,  elect ric___________________________________________  . 3
Machinery,  nonelect ric except machine too ls_____________________  . 2
Metalwork ing machine to ols___________________________________  . 1
Iron and  steel produc ts_______________________________________  . 1

To ta l_____________________________________________________  1. 0
Total exp ort s________________________________________________  1. 4

Percen t covered by listings abo ve______________________________  71

The Netherland ’s imports fr om  Com munist  countries, 1960 -62
[Value in  mi llio ns  of dol lars , c.i .f.]

C ou ntry of or igin
Va lue Pe rcen t o f to ta l impo rts

1960 1961 1962 1960 1961 1962

Al ba nia_______________________________ (l) (l)
Bu lga ria - - . _______ 1.2 2 7 2.1 (i) 0 1 0)Czechoslo vakia _________  . 18.3 23 0 20 8 0 4 4 0 4
Eas t Ger m an y_______________ ____ ____ 18.7 17.5 17.7 .4 .3 .3
Hun ga ry ____  ________________________ 4.4 6.8 6.6 . 1 1 . 1
Polan d .............. . ................ 8.1 9.5 12 2 .2 .2 .2
R um an ia _________ ______ 2.3 5.4 3.3 (1) . 1 . 1
U .S .S .R _______________ 44.4 39.3 36 4 1 0 .8 .7
Com mun is t Chi na ________________ 21.4 15.2 13.9 .5 .3 .3
Other  Asian  Com mun is t a re as ........... ....... .6 .3 . 1 (*) (')

.1
(l)

C uba ____________________________  . 11.9 4.3 3.6 .3 .1

Tot al  C om mun is t countr ies  li s te d .. . 131.3 124.0 116.7 2.9 2.4 2.2
To ta l im po rts from en tir e wor ld ____ ____ 4, 530.5 5,112.0 5,347.5

1 Im po rt s were ins ign ifi cant.

Most imp ortant  items imported by the Netherlands fr om  each country listed above in 
order of  magnitude based on 1962 imports 

[A mo un ts i n mi llions of do lla rs,  c .i.f .]
Alb ania __________________________________________________________ (>)
Bulgaria:

Fru its and vegetables__________________________________________  1. 0
Co tton fabr ics________________________________________________  . 4
Zinc, cru de___________________________________________________ . 3
Lead, crude__________________________    , 1
Tobacco and tobacco manufac tures______________________________  . 1

To ta l________ ____ _____ ____________ _____________________  1.9
To tal  im ports________________________________________________  2. 1

Percen t covered by listings above________________________________ 90

1 Im po rts were insig nif ica nt.
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Most  importa nt item s imported by the  Netherlands from  each coun try listed 
above in order of magnitude based on 1962 imports—Continued 

[Amounts In millions of dolla rs c.l.f. ]
Czechoslovakia:

Wood____________________________________________________  5. 6
Glass, glassware, and pot tery _________________________________  1. 7
Iron and steel______________________________________________  1. 4
Machinery, nonelectric______________________________________  1. 2
Textiles___________________________________________________  1. 0
Chemicals_________________________________________________  1.0
Passenger cars and trucks____________________________________  . 8
Clothing and footwear_______________________________________  . 7
Bicycles, motorcycles, and part s_______________________________  . 6
Pulp and paper_____________________________________________ . 6
Platinum and platinum group metals___________________________  . 6
Mal t_____________________________________________  . 6

Total_____________________________________________ _____ 15.8
Tota l imports______________________________________________ 20. 8

Percen t covered by listings above______________________________  76

Eas t Germany:
Chemicals_________________________________________________  2. 6
Machinery, nonelectric______________________________________  2. 5
Wood and wood manufactures, including furniture____________  1. 2
Potash salts (40 percent potash content)________________________  1. 1
Textiles___________________________________________________  1. 1
Toys and sporting goods_____________________________________  1. 0
Clothing__________________________________________________  . 9
Glass and glassware and pot tery_______________________________ . 8
Machinery, electric_________________________________________  . 7
Pulp and paper_____________________________________________  . 7

Total___________ __________________________________ _____ 12.6
Tota l imports____________________________ - ________________  17. 7

Percent covered by listings above______________________________  71

Hungary:
Clothing and footwear_______________________________________  1. 1
Fruits  and vegetables________________________________________ . 8
Textiles___________________________________________________  . 7
Live animals, including horses_________________________________  . 6
Seamless iron and steel pipes__________________________________  . 4
Vegetable oils__ _____ ________ ____ ____ _____ ______________  .2
Toys and sporting goods_____________________________________  . 2

Total______ _____ _____ _________ ______ _________________  4.0
Tota l imports______________________________________________  6. 6

Percent covered by listings above______________________________  61

Poland:
Coal__________________________ _____ _________ _____ ______  1.9
Iron and steel______________________________________________  1. 4
Fruit s and vegetables_______________________________________  1. 3
Wood, including furn iture____________________________________  1. 3
Zinc, crude and alloys____________  . 6
Textiles___________________________________________________ . 5
Glass, glassware, and pottery_________________________________  . 4
Cement and other building materials___________________________  . 4
Meat and meat preparations__________________________________  . 4
Fish and fish prepa rations____________________________________  . 3
Live animals_______________________________________________ . 3
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Most important item# imported  bp the Neth erlands from each country  listed 
above in order o f magnitude  based on 1962 imports—Continued 

[Amounts In millions  of dollars  c.i.f.J
Poland—C ontin ued

Toys and  sport ing goods_______________________________________  . 2

To ta l_____________________________________________________  9. (1
Tota l imp orts ________________________________________________  12. 2

Perc ent covered by listings above_______________________________  74

Rumania:
Fru its and vegetables__________________________________________ . 7
Vegetable oils________________________________________________  . 4
Cot ton fabric s________________________________________________  . 4
Lead, crude, unalloyed_________________________________________ . 4
Oilseeds, oil nuts,  and kernels___________________________________  . 3
Corn_____ ________ __________ ______ _____ _____ ____________  .2

To ta l_____ _______ ___________________ ____ _______________  2.4
Tota l impor ts________________________________________________  3. 3

Percent covered by listings above_______________________________  73

U.S.S.R.:
Wood_______ ____ _____ ____ _______ ____ _________ _________  13.4
Wh eat______________________________________________________  8. 3
Coal________________________________________________________  2. 0
Chemicals___________________________________________________  1. 7
Aluminum, crude_____________________________________________  1. 6
Zinc, crude___________________________________________________ 1. 4
Calcium phosphates ___________________________________________  . 9
Horses and asses______________________________________________  . 9
Plat inum and  p latin um group metals____________________________  . 7
Horsehair____________________________________________________  . 7
FeedingstufT for aninals________________________________________  • 6
Cadmium, crude______________________________________________  . 4
Petroleum produc ts___________________________________________  • 4

To tal...................................................................................... . ........... ........33.0
Tota l impor ts________________________________________________  36. 4

Percent covered  by listings above_______________________________  91

Communist China:
Tin, crude, unal loyed__________________________________________  3. 4
Silver and  s ilver alloys, unworked_______________________________  2. 5
Soybeans____________________________________________________  2. 1
Cot ton fabrics________________________________________________  1- 0
Rice ________________________________________________________  • 8
Coarse animal hair, including bris tles_____________________________  • 7

To ta l..................... ....... ............. ................... ............................................ 10.5
Tota l impor ts________________________________________________  13. 9

Perc ent covered by listings abo ve------------------------------------------------ 76

Other Asian Comm unist  are as----------------------------------------------------------- (2)
Cuba:

Sug ar_______________________________________________________  3. 1
Tobacco_____________________________________________________  • 3
Honey_______________________________________________________  • 1

To tal____ ___ ____ ________________ ______ ________________  3. 5
Tota l impor ts________________________________________________  3. 6

Percent covered by listings above_______________________________  97
• Total impor ts amoun ted  only  to $64,000, consi sting  m ainly of zinc, c rude .
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The Netherlands' exports to Com mun ist countries, 1960-62 
[Value in millions ot dollars f.o.b.]

Co untry  of destination
Value Percent of total  exports

1960 1961 1962 1960 1961 1962

Alban ia_____________________________
Bulga ria____________________________
Czechoslovakia______________________
Ea st Germ any _______________________
Hun ga ry ___________________________
P o la n d .. ......................................... . ...........
R um an ia .. .________________________
U .S .S .R ,.......................................................
Comm unist Ch ina ___________________
Oth er Asian C omm unist  areas....... ...........
Cub a______________________________

(>) («)
1.6 1.7

10.6 18.1
15.5 16.1
5. 7 9.1

14.2 10.2
3. 2 3 .0

11.8 19.8
6. 9 4.1

.1 .1
7.4 11.0

(')
1.4 

11.2 
9. 2 

10.1 
8. 8 
*  7 

0 
6

1

3.
32.

3.
(«)

To tal  C omm unist  countries  listed . .  
To tal  exports to entire world......................

77 .0
4,02 7.5

93 .2
4,30 6.9

8 88 .1 
4,58 4.6

(')
(*)

0. 3
.4
.1
.3
.1
.3
.2

(’)
.2

(>)
(*)

4
4 
2 
2 
1
5 
1

3

1.9 2.2

(*)
(*)

(*)

0. 2
.2
.2
.2
.1
.7
.1

.2

1.9

(*) '

1 Insignifican t. 
8 Revised dat a.

Most important items exported by the Netherlands  to each coun try listed above in  
order o f magnitude,  based on 1962 exports 

[Am ounts in millions  of dollars f.o.b.]
Alb ania _________________________________________________________  (*)
Bulgaria:

Textile  waste and r ags_________________________________________ 0. 4
Tin, crude___________________________________________________  . 2
Machinery, nonelectr ic________________________________________  . 1
Chemicals___________________________________________________  . 1
Hides and skins, undressed_____________________________________  . 1

To ta l_____________________________________________________  . 9
Total exports ______________________________________  1. 4

Percent covered by listings above_______________________________  64

Czechoslovakia:
Chemicals___________________________________________________  3. 6
Iron  and steel produc ts________________________________________  1. 7
Food and beverages___________________________________________  1. 0
Rubber, crude________________________________________________  . 6
Hides and skins, und ressed_____________________________________ . 6
Machinery, elec tric____________________________________________ . 6
Wool and  othe r animal hair, including coarse ha ir_________________  . 5

To tal _____________________________________________________  8. 6
Tota l exp orts _____________ ___________________________________  11. 2

Perc ent covered by listings above_______________________________  77

East Germany:
Animal and vegetable fats  and oils______________________________  2. 3
Chemicals___________________________________________________  1. 1
Meat , fish, and pre parat ion s____________________________________ . 9
Dairy  prod ucts_______________________________________________  9
Textile fibers, ya rn, and  waste__________________________________  . 7
Machinery, nonelectric________________________________________  . 6
Cocoa and coffee______________________________________________ . 5

1 Expor ts were insignificant.



312 EAST-WEST TRADE

Most important items  exported. by the Netherlands to each country listed above 
in order of magnitude, based on 1962 exports—Continued 

[Amounts in millions of dollars f.o.b.J
Ea st Germany— Continued

Cloth ing_____________________________________________________  . 2
Glass________________________________________________________  . 2

To ta l______________________________________________________ 7.4
Tota l exports_________________________________________________ 9. 2

Perc ent covered by listings above________________________________ 80

Hungary:
Chemicals____________________________________________________ 2. 2
Viscose yar n_________________________________________________  2. 0
Railway and  t ram way freight cars _______________________________  1. 5
Animal and  vegetable fats and oils_______________________________ 1. 1
Horsehair, coarse hair, and manmade fibers_______________________  . 6
Textile waste  a nd rags_________________________________________  . 5

To tal________________ _____ ______________________ ____ ____ 7.9
Tota l exports_________________________________________________ 10. 1

Perc ent covered  by listings above________________________________ 78

Poland:
Machinery, nonelectr ic_________________________________________ 3. 0
Chemicals____________________________________________________ 2. 5
Machinery, elec tric____________________________________________ 1. 1
Food, including live animal s____________________________________  . 3
Rubber,  crude________________________________________________  . 3

To tal________ ______ ______ _______________________________  7.2
Total exp ort s_________________________________________________ 8. 8

Percent covered by listings  abov e_______________________________  82

Rum ania :
Chemicals___________________________________________________  . 9
Machinery, elec tric____________________________________________ . 4
Machinery, nonelectr ic________________________________________  . 3
Structure  and part s of iron  and steel_____________________________  . 3
Fish and fish p repara tions______________________________________  . 3
Textile  waste and  r ags _______________ :_________________________ . 3
Cocoa_______________________________________________________  . 2

To ta l_________ _____ ______________ ____ __________________  2. 7
Total exp ort s_________________________________________________  3. 7

Percent covered by listings above________________________________ 73

U.S.S.R.:
Heat exchangers, except for refrige rating equ ipm ent_______________  13. 2
Plates and shee ts of iron and  s tee l_______________________________  6. 6
Chemicals, organic____________________________________________  3. 9
Viscose ya rn ______________     2. 3
Machinery,  nonelectric , except heat exchangers____________________ 1. 3
Carbon black_________________________________________________  . 8

To ta l_______________  28. 1
Total  exp orts________________________________________________  32. 0

Percent covered by listings above________________________________ 88
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Most important  item s exported by the Netherlands to each coun try listed  above 
in order o f m agni tude, based on 1962 expor ts—Coutiuued 

[Amounts in millions  of doll ars f.o.b. ]
Communist China:

Ammonium sulfate  fert ilize r____________________________________  1. 4
Organic chemicals_____________________________________________
Textile fibers_________________________________________________
Paper and pap erboard_________________________________________

To tal_____ _______________________________ _____ ____ _____  2.
Tota l exp orts _________________________________________________  3.

Percent covered by listings  above_______________________________  8

Other Asian Comm unist areas_______________________ ______________  (2)
Cuba:

Lard............ ....... ..........- ------- ------- ------------------------------- --------------  2.
Chemicals____________________________________________________  1.
Feedingstuff  for  animals------------------------------------------------------------- 1.
Dairy  produc ts_______________________________________________
Fru its and vege tables__________________________________________

To tal______________________________________________________  6. 2
Tota l exp orts _________________________________________________  8. 1

ff
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Percen t covered by listings above_______________________________  77
s E xpor ts were insignificant,  consis ting mainly  of organic chemicals and viscose ya rn.

Norway’s imports from  Communist countries, 1960-62
[Value in millions of dollars c.i.f.]

Country  of origin
Value Percen t of total impo rts

1960 1961 1962 1960 1961 1962

Albania ____________________________
Bul ga ria___ _______________________ 0.2 0.3 1.1 (')

0.6
(*)

0.7
0.1

Czechoslovakia______________________ 9.2 10.7 10.4 .6
East Ger many___ ___________________ 8.2 8.5 7.6 .6 .5 .5
Hu ngary ____________________________ 1.8 2.0 2. 1 . 1 .1 .1
P o la n d .____________________________ 4.6 4.9 7. 5 .3 .3 .5
Ru ma nia ___________________________ 2.7 2.4 .7 .2 .2 (*)

1.1U.S.S .R. ____ _______________ 19.4 19.5 18.3 1.3 1.2
Com munist  C hin a_____ ______________ 3.1 1.8 1.5 .2 . 1 . 1
O th er Asian Communis t areas _ _ (')

1.0
(')

.4
(■)

. 1
(')
(>)Cu ba . _____________________________ .2 (')

Total  C ommunist  countries li ste d. .. 
To tal  im ports  from en tire  w orl d ..______

50.2
1,459. 8

50.3
1,614.4

49.6
1.654.9

3.4 3.1 3.0

1 Insignificant.
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Most impor tan t items  imported by Norxoay fro m each coun try listed above in  order 
of magnitude based on 1962 imports  

[Amounts In millions of dollars c.I.f.]
Albania__________________________________________________________ (‘)
Bulga ria:

Fru its and  vegetables (to tal )____________________________________  1. 0
Total impor ts_________________________________________________  1. 1

Percen t covered by listings abo ve_______________________________  91

Czechoslovakia:
Sugar, refined________________________________________________  3. 2
Motor vehicles and p ar ts_______________________________________ 1. 4
Tex tile s_____________________________________________________  1. 2
Mac hine ry___________________________________________________  1. 1
Clothing and footwear_________________________________________  1. 0
Musical  inst rum ents  and toys___________________________________ . 4
Malt______ ______ ____________ ____ ____________________ ____  .3

To ta l______________________________________________________ 8. 6
Total impor ts________________________________________________  10. 4

Percent covered by listings abo ve_______________________________  83

Eas t Germ any:
Sugar, refined________________________________________________  1. 8
Chemica ls___________________________________________________  . 9
Wheat_______________________________________________________ . 8
Clo thing_____________________________________________________  . 7
Musical inst rum ents  and toys ___________________________________ . 7
Tex tiles_____________________________________________________  . 7

To ta l______________________________________________________ 5. 6
Total imports________________________________________________  7. G

Percen t covered by listings abo ve_______________________________  74

Hunga ry:
Clothing_____________________________________________________  . 8
Tex tile s_____________________________________________________  . 4
Glassware and po tte ry _________________________________________  . 1
Mac hinery___________________________________________________  . 1

T o ta l. .......................................................... ........... ............................. .. 1.4
Total impor ts________________________________________________  2. 1

Percen t covered by listings abo ve_______________________________  67

Poland:
Sugar, refined________________________________________________  2. 0
F u e lo il ..................................................... ............. — ............. ............... .  1.0
Coa l.............................................. ............................... ............. —............. — 8
Tex tile s_______________________________________________________  . 6
Iron and stee l__________________________________________________  . 6
Construction  materia l___________________________________________  • 3

Tot al______________________________________________________ 5. 3
Total impor ts________________________________________________  7. 5

Percen t covered by listings abo ve_______________________________  71

1 No  import s.
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Most important items imported by Norway -from each country listed above in 
order of magnitude based on 1962 imports—Continued 

[Amounts in millions of dolla rs c.l.f.]
Ruman ia:

F uel oil (to ta l)_______________________________________________  . 6

Tota l impor ts________________________________________________  . 7

Percen t covered by listings above_______________________________  86
U.S.S .R.:

Wh eat______________________________________________________  4. 8
Fuel oil______________________________________________________ 4. 3
Feeding s tuff for animals_______________________________________  1. 9
Wood_______________________________________________________  1. 9
Na tural phosphates___________________________________________  1. 7
Manganese ores and concentrates_______________________________  1. 0
Motor  vehicles_______________________________________________  . 8
Zinc u nalloyed_______________________________________________  . 4

To tal.............................. ............. ................... ........... ...............................  16.8
Total imports________________________________________________  18. 3

Percent covered by listings above_______________________________  92

Communist China:
Bristles  and bird feathers______________________________________  . 8
Crude vegetables material______________________________________  . 2
Cotton  te xti les_______________________________________________  . 2

To tal ............. ................. ....... ..................................... ............... ...............  1.2
Tota l impor ts________________________________________________  1. 5

Percent covered by listings above_______________________________  80

Oth er Asian Communist areas______________________________________  (2)
Cub a:

Sugar, refined________________________________________________  . 2
Chemicals___________________________________________________  . 2

To tal______________________________________________________ . 4
Tota l imp ort s________________________________________________  . 4

Percent covered by listings above_______________________________  100
1 Impo rts were Insignificant, amou nting only  to  $4,000, cons isting mainly of bird  feathers.

N o rw a y 's  exports  to Com mun ist  count ries, 19 60 -62 
[Value in millions of dollars f.o.b.]

Count ry of destina tion
Value Percent of tota l exports

1960 1961 1962 1960 1961 1962

Alb ania_____  __________________ „
Bulga ria__  ___ _____________ 1.2 2.2 1.1 0.1 0.2 0.1
Chechoslovakia_______ _____ 7.2 8. 5 9.5 .8 .9 1.0
Ea st Ger many____ _________ 8.4 6.1 6.1 .9 .6
Hu ngary ___ ______________  . 1. 6 1.8 2.3 .2 .2 .2
Pol an d. ____________________ . 5.1 4.7 6.8 .6 . 5 .7
Ru man ia______  _____  . 2.3 1.6 1.4 .3 .2 .2
U. 8.S.R____________________  . 12.9 12.5 10.4 L6 1.4 1.1
Com munist  China 1______  . 4.1 5.0 .9 .4 . 5 .1
Oth er Asian Com munist  areas . - __  .
Cu ba____________ ____ ___________  „ 2.4 2.3 2.0 .3 ,2 .2

To tal,  C ommunis t countries lis ted .. 
To tal  exports to en tire world___________

45.1
879.5

44.7
929.2

40.5
973.2

5.1 4.8 4.2

i In cludes Outer Mongol ia.
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Most important  items exported by Nor way  to each coun try listed above in  order of 
magni tude based on 1962 exports  

[Amounts In millions of dollars f.o.b.]
Albania_________________________________________________________  (*)
Bulgar ia:

Tan kers_____________________________________________________  0. S
Paper and pap erboard_________________________________________  . 2

To tal ______________ ________ ______________________________  1. 0
Total  exp orts _________________________________________________ 1. 1
Percent covered by listings a bove________________________________ 91

Czechoslovakia:
Fish and fish prep ara tions______________________________________  2. 9
Animal and vegetable fats and  oi ls______________________________  1. 9
Chemicals____________________________________________________ 1. 5
Aluminum, unw rou ght_________________________________________ 1. 0
Ferrosilicon manganese________________________________________  .6
Pulp  and waste paper__________________________________________ . 4
Meat and meat preparatio ns____________________________________  . 3

To tal______________________________________________________ 8. 6
Total exp orts _________________________________________________ 9. 5

Percent covered by listings above_______________________________  91

Eas t Germany:
Fish and preparatio ns_________________________________________  3. 1
Paper, pulp a nd waste_________________________________________  . 7
Meat and meat prepar ations____________________________________ . 5
Animal and  vegetable fats  and oils______________________________  . 5
Organic chemicals_____________________________________________  . 4

T o ta l . .. _________ ________________ ____ ___________________  5.2
Tota l exp orts--------------------------------------------------------------------------  6. 1

Percent covered by listings above_______________________________  85

Hungary :
Manm ade fibers______________________________________________  . 9
Paper, pulp and waste_________________________________________  . 7
Animal and  vegetable fats  a nd oils______________________________  . 1
Office machinery______________________________________________  . 1

T o ta l . . ._____ _____ ______ ________ _____ ____ ____________  1.8
Total exp ort s_________________________________________________ 2. 3

Perc ent covered by listings above________________________________ 78

Poland:
Pulp and waste paper__________________________________________ 1. 6
Iron  ore and concentrates______________________________________  1. 3
Animal and vegetable fats  and oils_______________________________ . 9
Fish meal and  mea t meal______________________________________  . 5
Chemicals____________________________________________________ ■ 5
Barley_______________________________________________________  • 5
Fish and prepar ations_________________________________________  . 3
Ship s________________________________________________________ . 3

To tal________________ _____ _______________________________  5.9
Tota l exports_________________________________________________ 6. 8

Percent covered by listings above_______________________________  87

See footnotes at end of table, p. 317.
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Most importa nt item s expor ted by Norw ay to each country  listed  above in order  

of mag nitude based on 1962 exports—Continued 
[Amounts in millions of dolla rs f.o.b.]

Rumania:
Manmade fibers_______________________________________________ . 7
Paper, pulp and was te_________________________________________  . 4
Hides and skins_______________________________________________  . 1
Fish anti pre par ations_________________________________________  . 1

To ta l___________________ _______ _____ _____________ ______  1. 3
Tota l exp orts--------------------------------------------------------------------------- 1. 4

Percent covered by listings above_______________________________  93

U.S.S.R.:
Oils and fats, processed, and waxes-----------------------------------------------  4. 7
Meat and pre par ations -------------------------------------------------------   1. 2
Round iron and steel  bars, hot  rolled_____________________________  1. 0
Manmade fibers______________________________________________  . S
Fish and pre par ations_________________________________________  . 7
Pulp  and waste pape r_________________________________________  . 6

To tal__________________ ______ - ......... ....... ..................... . ......... .  9. 0
Total exports_________________________________________________ 10. 4

Percent covered by listings above_______________________________  87

Communist  China:
Aluminum, unwrought _________________________________________ . 8
Chemicals____________________________________________________  . 1

To ta l______________________________________________________  .9
Total exp orts_________________________________________________  . 9

Percent covered by listings  above------------------------------------------------  100

Othe r Asian Comm unist  areas----------------------------------------------------------- (')
Cuba:

Pulp  and wastep aper__________________________________________  . 9
Fish and preparations__________________________________________ . 8
Chemicals____________________________________________________  . 3

T o ta l, ...................- ..................... - ................. - .........................................  2. 0
Tota l exp orts _________________________________________________  2. 0

Percent covered by listings  abo ve_______________________________  100
* No exports.

Portugal’s imports from Communist countries, 1960-62
(Value in  millions of dollars c.i.f.J

Co untry  of origin
Value Per cen t of total impo rts

1960 1961 1962 1960 1961 1962

A lb an ia  - ____________________________
B ulg ari a _ _ __________________________ 0.1 (*)

0.2C zechoslo vak ia______________________ 1.4 1.1 1.5 0.3 0.3
(«)Vast. Opr m a n y .5 .3 .3 .1 (*)

Hu nga ry _________________________ .1 .1 .1 (>)
.1

(>) (>)
Poland ___________________________ .8 2.6 1.6 .4 .3
Ru man ia___________________________ 2.7 2.4 1 0 .5 .4 .2
U. S.S.R_______ _____________ _______ 2.3 1.6 .4 .3
Com mun ist China. __________________ .3 .3 .1 .1 («) (*)
Oth er Asian Communist areas_________
Cuba .1 (*) (*) (*)

Total  Comm unist  countries l is ted. .. 
Total  import s from e ntire  world________

8.2
545.3

8.5
655.9

4.6
585.3

1.5 1.3 .8

1 Insignificant.
30- 64 2— 64— pt. 1------ 21
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Most important items  imported  by Portugal from  each country listed above in  order of 
magnitude based on 1962 imports

[Amounts in  millions of dollars f.o.b.]
Albania________________________________________
B ul ga ria____________________________________________
Czechoslovakia:

Coa l_______________________________________
Metalwork ing machinery-------------------------------
Other machinery,  nonelectri c---------------------------
Road moto r vehicles_________________________
Iron and  steel bars,  rods, ang le s. ...........................

To ta l____________________________________
Total impor ts-----------------------------------------------

Per cen t covered by listings above.

(*)
(»)
. 3 
. 3 
. 2 
’ 2 
. 2

1. 2 
1. 5

80

East Germ any:
Office machines (to ta l)__________________________________________  -2
T ota l im port s________________________________________________________  -3

Percen t covered by listings above-------------------------------------------------- 67

Hunga ry. (2)

Po lan d:
Coal ...................................     1- 1
Meat and  meat preparatio ns--------------------------------------------------------  • 4

To tal_____________ ____ __________ - ------- ----------------------------- 1-5
T ota l im port s________________________________________________________  1- •»

• Percen t covered by listings above-------------------------------------------------- 94

Ru ma nia :
Petroleu m prod ucts  (to tal )____________________
T ota l im port s___________________________________

Percent covered by listings above............ .................

U.S .S.R .................................................................................
Com munist China:

Crud e vegetable  m ater ial, and vegetable  oil (tota l)
T ota l im port s___________________ _______ ________

Percen t covered by listings abo ve_______________

Other  Asian Comm unist  areas 
Cuba

1. 0 
1. 0

100

(>)
. 1 
. 1

100

(»)
(’)

Total' imports  am ounted only to $82,000 consisting m ainly  of ma nufactured goods.
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Portuga l'8 exports to Com munist  countries, 196 0-6 2

[Value in millions of dollars f.o.b.]

Cou ntry  of destination
Value Percen t of total exports

I960 1961 1962 1960 1961 1962

A lb an ia  _______________
Bulga ria ., __________________ ______ (')

1.6
0.3 0.3 (’) 0.1 0.1

Czechoslovakia______________________ 1.6 1.4 0.5 .5 .4
East Germany_________ _____________ .6 .4 .4 .2 .1 .1
Hungary____________________________ .3 .3 .5 .1 .1 . 1
Po lan d_____________________________ 1.3 1.7 .9 .4 .5 .3
Rumania___________________________ .8 1.1 1.8 .2 .4 .5
U S S R  .............- ........ 2.5 .8
Communist Chin a___________________ .3 .1 .1 .1 (») (*)
O th er As ian C om m unis t ar ea s
Cub a ______________________________ .1 .9 (’) (') .3 (>)

Total Communist countries li st ed ._ 
Total exports to ent ire w or ld -_  - __

7.5
327.1

6.4
325.9

5.4
369.8

2.3 2.0 1.5

1 Insignificant.

Mos t important items  exported by Portugal to each count ry listed  above in  order of 
mag nitude based on 1962 exports  

[In mil lions of dollars  f.o.b.]
Albania_______________________________________________________  (’)
Bulgaria:

Cork, raw and waste (total)___________________________________  0. 3

Total exports_______________________________________________  • 3

Percent covered by listings above_______________________________ 100
Czechoslovakia:

Cork, raw and waste_________________________________________  1. 0
Cork manufactures----------------------------------------------------------------  • 2
Fish products_______________________________________________  • 1

Total................................... .......... .............- ........................................... 1.3
Total exports ------ ---------------------------------------------------  1. 4
Percent covered by listings above_______________________________ 93

East  Germany:
Cork, raw and waste (tota l)___________________________________  . 4
Total expor ts___________________________________________ ___  • 4

Percent covered by listings above______________________________- 100

Hungary:
Cork, raw and waste (total)___________________________________  . 5
Total exports_______________________________________________  • 5

Percent covered by listings above_______________________________  100

Poland:
Cork, raw and waste (total)___________________________________  . 9
Total exports_______________________________________________  • 9
Percent covered by listings above_______________________________  100

Rumania:
Cork, raw and waste (total)____________________________________  1. 7
Total exports_______________________________________________  1.8

Percent covered by listings above_______________________________  94

See footnotes a t end of tab le, p. 320.
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Most important iterns*exported by Portugal to each country listed above in order of 
magnitude based on 1962 exports—Continued 

[Amounts In millions of dol lars  f.o.b.]
U.S.S.R__________________________________________________________  (*)
Comm unist China:

Cork, raw and waste  (to tal )_____________________________________  0. 1
Tota l exp orts__________________________________________________  . 1

Percent covered by listings above________________________________  100

Other Asian Communist areas_______________________________________
Cu ba_____________________________________________________________

i N o exports .
1 E xp or ts  we re insig nif ica nt.

C)
(2)

Turkey's imports from  Communist countries, 1960-62 
[Value in  m illi ons of  dolla rs c.i.f. ]

C ountr y  of or igin
Va lue Pe rc en t of  to ta l impo rts

1960 1961 1962 I960 1961 1962

A lb an ia  _________________
Bulga ria . . . _________________________ 1.5 

11.7
7.9  
5.3
8.6  
1.7
5.9

1.8
11.7
6.2
4.3
5.6
1.5
8.4

2.5  
11.7
4.3
4.5
7.4 

.8
6.4

0.3
2.5
1.7 
1.1
1.8 
.4

1.3

0.4
2.3
1.2
.8

1.1
.3

1.6

0.4
1.9
.7
.7

1.2
.1

1.0

Cze chosl ovaki a _  ___________________
E as t Ger man y__________  ____________
Hun ga ry  _ __________________________
Po la nd  ____________________________
R um an ia  ___________________________
U.S .S .R  ........ ..................... ..............
C om m unis t C h in a
O th er A si an  C om m u n is t ar ea s (*) (*) (*) (*) (’) («)
C ub a

Tot al  C om mun is t co un trie s li st ed .. .  
T o ta l im port s  f ro m  e n ti re  w or ld

42.6
467.5

39.5
509.4

37.6
622.1

9.1 7.7 6.0

, i N ot  av ail ab le .

Most important items imported by Turkey from  each country listed above i n order of 
magnitude based on 1962 imports

[In m illi ons o f dol lar s, c.i.f.]
Albania_________________________________________________________
Bulgaria :

Plates  and sheets of iron and steel-----------------------------------------------
Chemicals------------------------------------------------------------------------------
Machinery___________________________________________________
Glass and po tte ry --------------------------------------------------------------------
Textile ya rn ----------------------------------------------------------------------------

(»)

0. 6 
. 6 
. 5 
. 3 
. 2

To tal______________________
Total imports_________________

Percent covered by listings above. 

Czechoslovakia:
Machinery, nonelectric--------------
Road moto r vehicles-----------------
Pulp, paper, and  p aperboard------
Glass, glassware, and po tte ry-----
Machinery, elec tric____________

To tal______________________
Tota l imp orts _________________

Percent covered by listings above.

2. 2 
2. 5

88

4. 2 
1. 8 
1. 1 
1. 1 
. 4

8. 6 
11. 7

74

See footnot es a t en d of ta ble, p.  321.
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Most importa nt item s imported by Tu rke y from each country listed above in 
order o f magni tude based on 1962 imports— Continued 

[Amounts In mil lions of dol lars  C.1X]
Eas t Germany:

Machinery, nonelectric_________________________________________  1. 0
Machinery, elect ric____________________________________________  ]. 0
Scientific, optica l, and photographic equ ipm ent_______________________ 7
Chemicals___________________________________________________  . 6

To ta l___ __________ _________________ ________ ______ _____  3.3
Total imp ort s________________________________________________  4. 3

Percent covered by listings  a bov e_______________________________  77

Hungary :
Chemicals___________________________________________________  1. 0
Machinery,  electr ic____________________________________________  . 6
Railway vehicles______________________________________________  . 6
Scientific and photographic  supplies_____________________________  . 4
Iron and  s teel________________________________________________  . 4

To ta l______________________________________________________ 3. 4
Total impor ts________________________________________________  4. 5

Percent covered by listings  a bove_______________________________  67

Poland:
Road  motor vehicles___________________________________________  1. 5
Chemicals____________________________________________________ 1. 3
Rubber, crude and ma nufac tured_______________________________  . 7
Paper and  paperboard_________________________________________  . 6
Machinery___________________________________________________  . 5
Artificial f ibers________________________________________________ . 4
Scientific and  photographic su pp lie s.. __________     . 4

To ta l__________ _____ _____________________________________  5. 4
Total imp orts ________________________________________________  7. 4

Percent covered by listings abo ve______ __ ____ _________________  73

Rum ania :
Wood_______________________________________________________  . 2
Chem icals___________________________________________________  . 2
Machinery___________________________________________________  . 1
Petroleum produc ts___________________________________________  . 1

Tot al______________________________________________________ . 6
Total  imports________________________________________________  . 8

Per cen t covered by listings abo ve_______________________________  75

U.S.S .R.:
Wood_______________________________________________________  1. 5
Petroleum produc ts___________________________________________  1. 1
Machinery___________________________________________________  1. 1
Mo tor vehicles_______________________________________________  . 9
Iron and  s teel________________________________________________  . 8

Tot al______________________________________________________ 5. 4
To tal  imp ort s________________________________________________  6. 4

Percen t covered  by listings above. 84

Communist Ch ina________________________________________________  (>)
Other Asian Comm unist  areas______________________________________  (2)
Cuba____________________________________________________________  (i)

1 No  Imports.
1 Im ports , if any , were not available  from source used.
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Turke y's  exports to Com munist  countries, 1960 -62
[Amo unts in  m illi ons o f dollar s f.o.b.]

C ou nt ry  of  desti na tio n
Value Pe rcen t of to ta l e xport s

I960 1961 1962 1960 1961 1962

4 lhan ia
B u lg ari a_____________________________ 1.6 1.0 1.4 0.5 0.3 0.4
Czech oslova kia  _____________________ 14.8 10.1 9.2 4.6 2.9 2.4
Ea st  German y _______________________ 6.2 4.7 1.3 1.9 1.4 .3
H un ga ry  __________________________ 7.0 3.9 3.9 2.2 1.1 1.0
Po land  __________________________ 3.6 3.9 4.6 1.1 1.1 1.2
Rum an ia  ____________________________ 1.1 1.9 .7 .4 .5 .2
U.S .S .R  ................—. ............ ....... 4.9 4.5 5.5 1.5 1.3 1.5
C n m m nn iq t C h in a
Other  A sia n C om mun is t a rea s__________ (*) («) (>) (*) <«) (')
C uba ............. ....................- ..................... ......... (’)

To ta l Com mun is t c ountr ies  li st ed .. . 39.2
320.3

30.0
346.7

26.6
381.1

12.2 8.6 7.0

1 N ot  av ailabl e. 
* Ins ign ificant’

Most imp orta nt items exported by Turke y to each coun try listed above in  order of 
magni tude based on 1962 exports

[A mo un ts in  m illi ons of dolla rs]
Albania -----------------------------------------------------------
Bulgaria:

Fru its and  nuts, fresh and  d ried..... ......................
Wool and  other animal  ha ir_________________
Tobacco, unma nufac tured___________________
Hides, skins, and fur skins___________________
Cotton___________________________________
Fis h______________________________________

To ta l___________________________________
Tota l exp ort s______________________________

Percent covered by listings above____________

Czechoslovakia:
Tobacco, unmanufactured-----------------------------
Fru its and  nuts , fresh and  dri ed______________
Wool and othe r animal  hai r_________________
Cotton___________________________________
Ores a nd concentrates of nonferrous base metals.
Iron  ore a nd concentrates___________________
Hides, skins, and fur skins__________________

To ta l____
Total expor ts

( ’)

0. 3 
. 3 
. 2 
. 2 
. 1 
. 1

1. 2 
1. 4

86

5. 3 
1. 0 
. 7 
. 5 
. 5 
. 4 
. 3

8. 7
9. 2

Percent covered by listings above________________________________  95

East Germany: Tobacco, unm anufac ture d (to tal )_______________________  1. 3
Total exp orts __________________________________________________ 1- 3

Percent covered by listings above 100

See footnot es a t en d of t ab le,  p. 323.
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Most important items exported by Turkey to each country listed above in order 
of magnitude based on 1962 exports—Continued 

[Amounts In m illions ol dollars]
Hungary:

Tobacco, unmanufactured__________________
Fruits and nuts, fresh and dried-------------------
Hides and skins__________________________
Wool and other animal hair________________
Oilseeds, oil nuts, and oil kernels------------------
Cotton_________________________________

1. 6
. 5 
. 5 
. 5 
. 3 
. 3

Total...................... . .......................................- .......................................3. 7
Total exports_______________________________________________ 3. 9

Percent covered by listings above_______________________________  95

Poland:
Tobacco, unmanufactured______________________________________ 2. 4
Cotton_____________________________________________________ • 9
Fruits and nuts, fresh and dried------------------------------------------------  • 5
Hides and skins_____________________________________________  • -
Wool and other animal hair____________________________________ • 2

Total............................................................................................................4. 2
Total exports________________________________________________ 4. 6

Percent covered by listings above_______________________________ 91

Rumania:
Wool and other animal hair____________________________________0. 2
Oilseed, oil nuts, oil kernels____________________________________  • 2
Fis h. .................................................................................... - ......... - ................2

To tal ................................  6
Total expor ts_______________________________________________  • 7

Percent covered by listings above______________________________  86

U.S.S.R.:
Live animals________________________________________________  1- 8
Wool and other animal hair____________________________________ 1- 7
Tobacco, unmanufactu red_____________________________________  . 9
Dyeing and t anning extra cts___________________________________  • 5
Cotto n_____________________________________________________ • 3

T o ta l. ......................................................................................................5.2
Total expor ts_______________________________________________ 5. 5

Percent covered by listings above_______________________________  95

Communist China_______________________________________________  (*)
Other Asian Communist areas_____________________________________  (*)
Cuba_________________________________________________________  (*)

1 No exports.
1 Expor ts, it any , were not  ava ilable  from source used.
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United Kingdom's imports f ro m Com munist  countries , 1960-62 
[Value in  m ill ions  of doll ars  c.i. f.]

C ou nt ry  of  origin

Alban ia ............. ...........................
Bulga ria __________ ____ ____
Cze chosl ovaki a_____________
Eas t G er m an y. ......... . ...............
H un ga ry ___________________
Pol an d_______________ _____
R um an ia .......................................
U .S .S .R .. .............................— .
Com mun ist  China  ’ _________
Other  As ian  Com mun is t areas  
C ub a______ ________________

To ta l fro m Com mun is t coun trie s
lis te d_________________________

Tot al  im po rts  from en tir e wor ld________

Va lue Pe rc en t o f tot al  im po rts

1960 1961 1962 1960 1961 1962

(«) (*) 0.4 (') (*) P)
6.3 9.1 9.3 0.1 0.1 0.1

31.5 38.1 37.1 .3 .3 .3
17.6 18.7 18.5 .1 .2 .1
12.1 11.9 13.4 .1 .1 . 1

101.0 103.4 107.8 .8 .8 .8
11.1 17.0 19.8 .1 .1 .2

209.8 238.3 235.5 1.6 1.9 1.9
69.7 86.4 64.8 .5 .7 .5

(*) (*) .3 (>) P) (»)
22.2 15.0 19.9 .2 .1 .2

481.3  
12,757.9

537.9 
12,314 .2

526.8 
12,577.2

3.8 4.3 4.2

1 In sign ifi ca nt .
* Inc lud es  Outer  Mo ngo lia.

Most important  items imported by the United Kin gdom fro m each coun try listed above 
in  order of  m agnitude based on 1962 imports 

[In  m ill ions  of  doll ars c.i.f.]
Alban ia:

Cot ton , raw and waste  (to tal )__________________________________ 0. 3
Total im ports_______________________________________________  . 4

Per cen t covered by li stings  a bove______________________________  75

Bulgaria:
Fru its  and  vegetables_________________________________________  4. 1
Zinc and  zinc alloys, unw rought________________________________  1. 3
Wood and wood m anu fac tures_________________________________  1.
Meat and  meat preparatio ns___________________________________
Corn_______________________________________________________

Tot al _____________________________________________________ 7.
To tal  im ports_______________________________________________  9.

Percen t covered by listings  above.
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Czechoslovak ia:
Wood, shaped and  simply worke d______________________________  6.
Wood manufac tures including fu rn itu re_________________________  3.
Sugar, refined_______________________________________________  2.
Clothing and  footw ear________________________________________  2.
Glass, glassware, and po tte ry__________________________________  1.
Text iles and  floor coverings____________________________________  1.
Chemica ls___________________________________________________ 1.
Pulp , paper, paperboard_______________________________________ 1.
Machine tools_______________________________________________  1.
Printed mat te r_______________________________________________
Lubricat ing oils______________________________________________
Mea t and  meat prepar ations -----------------------------------------------------
Fru its  and  vegetab les--------------------------------------------------------------
Tun gste n ore and  tu ngste n con cen tra te---------------------------------------

Tot al ___ __________ ____________ ___________ _______ _____  28.0
Total  imp ort s_______________________________________________  37. 1

Percent covered  by listings above______________________________  75
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Most important  item s imported by the United Kingdom from each country  listed 
above in  order of  magnitude based on 1962 impo rts— Continued 

[In  millions of dolla rs c.i.f]
East Germ any:

Potass ic fertilize rs, manuf actured_______________________________  7. 9
Wheat______________________________________________________  1- 8
Machinery, nonelec tric________________________________________ 1- 5
Optica l, scientific, and photographic  inst rum ent s and equ ipment------  . 8
Fur skins____________________________________________________ • 6
Potass ic salts , crude__________________________________________  • 4
Mineral jel ly and  w axe s_______________________________________ • 4
Sugar, refined------------------------------------------------------------------------- • 4

To ta l______ ____ _______________________ _______ _________  13. 8
Total impor ts________________________________________________ 18. 5

Percent covered by listings above______________________________  75

Hunga ry:
Meat  and mea t pre parat ion s___________________________________ 2. 1
Fru its and vegetables_________________________________________  2. 1
Clothing except fu r___________________________________________  1- 7
Tex tiles_____________________________________________________ 1- 3
But te r______________________________________________________  I- 2
Fur skins and  fur clo thi ng -------------------------------------------------------- .5
Machinery, elect ric___________________________________________  • 4
Pla tinum and  p lat inu m group meta ls-------------------------   • 3
Footwear___________________________________________________  • 3

To tal___ _____ ______________________ ____ _______________  9. 9
Total imports________________________________________________  13. 4

Percent covered by listings above_______________________________ 74

Polan d:
Mea t and meat pre parat ion s-----------------------------------------------------
Wood, shaped  and  simply worked----------------------------------------------
Bu tte r______________________________________________________
Sugar, raw and refin ed________________________________________
Eggs------ ------- ------- ---------------------------------------------------------------
Fur skins, und ress ed__________________________________________
Fruits and vegetab les--------------------------------------------------------------
Starches and prepara tions_____________________________________

40. 9 
1& 2 
12. 9 
9. 3 
3. 1 
3. 1 
2. 6 
1. 7

To tal________________________________________________ ____  91. 8
Tota l imports________________________________________________ 107. 8

Percent covered by listings above_______________________________ 85

Ruman ia:
Corn_______________________________________________________  10. 5
Wood in all sha pes___________________________________________  3. 1
Mea t and mea t pre parat ion s___________________________________ 1. 2
Fruits and vegetab les_________________________________________  • 8
Footwear___________________________________________________  • 6
Sugar, raw__________________________________________________  • 6

T o ta l, -_______ _________________ _______________ _________  16.8
Total imp orts _______________________________________________  19. 8

Percent covered by listings above_______________________________ 85
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J/osf important items imported bp the United. Kingdom from each country listed 
above in order of magnitude based on 1962 imports—Continued

[In millions of dollars  c.i.f ]
U .S .S .R .:

Wo od an d wo od m an uf ac tu re s_________________
Fur sk in s_____________________________________
W hea t_______________________________________
Ir on  and stee l coi ls fo r re ro lli ng -----------------------
Ir on  an d stee l, ex ce pt  coils fo r re ro lli ng ------------
Pul p an d w ast epaper--------- -------- --------------------
C ot to n an d flax, ra w  an d w ast e_______________
Cor n_________________________________________
Fish  an d fish  pre para ti ons____________________
Fee ding stuf f fo r an im al s----------------------------------
Fu el  an d lu br ic at in g oi ls------------------------- --------
Pot as sic fe rt il iz er s------------------------------------------
Mag an es e or e and  co nce ntr at es -----------------------

T o ta l______________________________________
Tot al  im port s________________________________

Per ce nt co ve red by  lis tin gs  ab ov e_____________

C om m un is t C hi na :
Si lver , re fi ned ________________________________
Brist le s______________________________________
Tin , unw ro ught______________________________
C as hm er e____________________________________
A nimal  ha ir , ex ce pt  ca sh m er e-------------------------
C otton  fa br ic s_________________________ ______
S oybeans.  — — — - — — — — — — — — — — —
T ea .............. ................. ................... - ..............................
M er cu ry _____________________________________

T o ta l______________________________________
Tot al  im port s_______________________________

Per ce nt co ve red by  lis tin gs  above---------- ---------

95. 7 
27. 7 
23. 7 
20. 5 

& 0 
7. 8 
7. 5 
5. 1 
4. 9 
2. 9 
2. 9 
1. 5 
1. 3

209. 5 
235. 5

89

27. 6
6. 4 
3. 7 
3. 5 
3. 5 
3. 1 
1. 5 
1. 3 
1. 0

51. 6 
64. 8

SO

O th er As ian  C om m un is t ar ea s:
Zinc an d al lo ys  (t o ta l) __________
Tota l im port s___________________

Per ce nt co ve red by  lis tin gs  ab ov e

C uba :
S u g a r .. ------- -----------------------------
Tob ac co ________________________

. 2 

. 3

67

18. 1 
1. 8

T o ta l............. ....................................... .............- ................................................... 19 -9
T ot al  im port s_____________________ _____ ________________ ____ _____  19. 9

Per ce nt co ve red by  lis tin gs  ab ove__________________________________  100
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United Kingdom's exports 1 to Com munist  countries, 1960-62

• Includes Outer Mongolia.

Most important items  exported 1 by the United Kin gdo m to each country listed above 
in  order of  magn itude,  based on 1962 exports

[Amo unts In m illions of dollars f.o.b.]
Albania_________________________________________________________ (2)

Bulgaria:
Chemicals___________________________________________________  1. 4
Machinery,  nonelectr ic________________________________________ . 7
Paper and  p ape rboard________________________________________  . 2
Tubes and  pipes of iron and  s tee l_______________________________ . 1
Rub ber  p roducts _____________________________________________ . 1

To tal__________ ____ _____ _________ _______ _________ ____ 2.5
Total expor ts________________________________________________ 3. 4

Percen t covered by listings above______________________________  71
Czechoslovakia:

Machines for special industries____________ ________ ____ _____ _ 6. 2
Machinery , nonelectric , except machines for special industr ies______  5. 6
Chemicals, except organic......... ................................. ............... ...............  3. 6
Copper_____________________________________________________  3. 4
Wool and other animal ha ir___________________________________  3. 2
Tin.....................................    2.9
Universals, plate s and sheets of iron and  s tee l____________________  2. 1
Machinery,  elect ric___________________________________________ 2. 0
Organic chemicals_____________________ _____ ________________  1. 6
Woven tex tile s______________________________________________  1. 0

T o ta l . . . ........................ ................... ....................... ........... ...................  31.6
Tota l exp orts________ _____ _________________________________  39. 7

Perc ent covered by listings abo ve______________________________  80

1 Inclu ding  reexports .
5 To tal  exports am oun ted  to $60,000 only, consisting mainly of chemicals.
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Most important items exported by the United Kingdom to each country listed 
above in order of magnitude, based on 1962 exports—Continued

[Amounts in millions of do llars  f.o.b.].
East Germany:

Copper_____________________________________________________  6. 8
Machinery, nonelectr ic------------------------------------------------------------- 5. 5
Iron and  steel p rod uct s------------------------------------------------------------  4. 4
Chemicals__________________________________________________  2. 6
Wool and  other  anima l ha ir___________________________________  2. 4
Machinery, elec tric___________________________________________ 1- 0

To ta l____________________________________________________  22. 7
Tota l exp orts ________________________________________________ 26. 9

Percent covered by listings  above______________________________  84

Hungary:
Chemicals__________________________________________________  3. 8
Machines for special indust ries _________________________________ 2. 0
Machinery, elec tric -----------------------------------------------------------------  1- 9
Machinery, nonelectric, except machines for special ind us try ------------  1. 5
Copper_____________________________________________________  1- 3
Railway vehicles_____________________________________________  1. 3
Wool and  o ther  anima l hair___________________________________  1. 1
Textiles and yarns___________________________________________  1- 0
Scientific and pho tographic inst rum ents  and  equip me nt-----------------  . 5

To tal-------------------------- -------- --------------------------------------------- 14. 4
Tota l exp orts ________________________________________________ 19-6

Percent covered by listings  a bove______________________________  73

Poland:
Machinery, nonelec tric, excep t machines for special industries ----------  15. 1
Copper_____________________________________________________  12. 6
Chemicals__________________________________________________  9. 5
Machines for special indust ries _________________________________ 9. 0
Iron and steel pro duc ts_______________________________________  7. 4
Machinery, elec tric___________________________________________  5- 5
Railway vehicles_____________________________________________  4. 4
Wool and  o ther animal ha ir___________________________________  3. 1
Vegetable fibers, except  cotton and syn the tic fibers-----------------------  3. 0
Nonfer rous metals, excep t copper----------------------------------------------- 2. 6
Scientific and photographic instrum ents  and  equip me nt------------------- 2. 1
Ships_______________________________________________________ 1- 7

Road motor  vehicles__________________________________________ 1- 6

To tal ______________________
Total exports --------------------------

Perc ent covered by listings above.

Rumania:
Machines for special industries ------ _---------------— ---------
Machinery, nonelect ric, excep t machines  for special indust ries.
Tin__________________________________________________
Chemicals____________________________________________
Iron  and steel products_________________________________
Copper_______________________________________________
Articles of ru bber______________________________________
Road moto r vehicles___________________________________

77. 6 
92. 3

84

7.3 
5. 5 
2. 0 
1. 8
1.3 
1. 2 
1. 1
. 5

T o ta l . .. .....................- ......... - ......................... - ....................... - ...........  20. 7
Total exports________________________________________________ 25. 6

Percent covered by listings above______________________________  81
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Most important items exported by the United Kingdom to each country listed 
above in order of magnitude, based on 1962 exports—Continued

[ Amounts in mi llions of dolla rs f.o.b.]
U.S.S.R.:

Raw rubber, including crepe and latex__________________________  42. 2
Machines for special indust ries_________________________________  30. 3
Machinery,  nonelect ric, except  machines fo r special industries______  21. 8
Sheets  of steel, black, except alloy stee l_________________________  17. 7
Chemicals___________________________________________________  13. 7
Iron and  steel, except  black sheets, nonalloy _____________________  10. 5
Machinery,  elec tric___________________________________________ 4. 4

To tal______________ ____________ _____ _____________ _____ 140. 6
Total exp orts ________________________________________________  161. 0

Perc ent covered by listings  above______________________________  87

Communist China :
Manmade fibers and ya rns____________________________________  6. 0
Chemicals___________________________________________________ 3. 2
Copper, unw rought___________________________________________ 3. 2
Wool to ps___________________________________________________ 2. 4
Iron  and steel pla tes __________________________________________ 1. 8
Machinery, electric______________________________   1. 6
Machinery, none lectr ic________________________________________ 1. 6

To ta l_____________________________________________________  19. 8
Total exp orts ________________________________________________  24. 1

Percent covered by listings above______________________________  82

Othe r Asian Communist  are as_____________________________________  (3)

Cuba:
Power generating  mach inery , none lect ric________________________  1. 5
Machinery, elec tric___________________________________________  1. 4
Chemicals___________________________________________________  . 9
Machinery,  nonelectric, except power generating__________________  . 8
Articles of ru bber____________________________________________  . 6
Road motor vehicles__________________________________________  . 4
Feedingstuff for animal s_______________________________________ . 4
Aircraft_____________________________________________________  . 2

T ota l. ........................................................................ ........................... .. 6.2
Total exports________________________________________________  7. 3

Percen t covered by listings  above_______________________________ 85
* Exports t o N orth Vietnam and No rth  Korea amounted to $161,000 of unspecified m erchandise. 

Canada’s imports fro m Communist countries, 1960-62
(Value in millions of dollars f.o.b.]

Country  of origin
Value Per cen t of total import s

1960 1961 1962 1960 1961 1962

A lb an ia  _ _______________________
Bulgaria .  . ____________________ (>) («) (') (') (') (')
Czeckoslovakia______________________ 6.9 8.2 8.4 0.1 0.1 0.2
Eas t Germany _____________________ .9 1.0 .8 (>) (>) (»)
Hu ngary  ________________________ .3 .4 .4 (’) (•) (')
P ola nd ’ ________________________________ 1.9 3.1 4.4 .1 .1 .1
Ru mani a___________________________ .1 .3 .1 (') («)
U.S.S.R  . ......... ..................... ........... . 3.3 2.7 1.7 .1 (») (>)
C om m un is t.  C hin a__________________ 5.8 3.2 4.2 .1 ,i .1
Other A si an  Communist areas_____ _____
Cu ba ....................................... . .................... 7.5 5.0 2.6 .1 . i (’)

Total,  Com munist countries l ist ed .. 26.7 23.9 22.6 .5 .4 .4
T o ta l im port s  from  e n ti re  w or ld 5,662.3 5,696.3 5,855.1

1 Insignificant.
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Mos t importa nt items  imported by Canada fr om  each country  listed above in order o 
magnitude based on 1962 imp orts

[Amounts in millions of dollars , f.o.b.J
Alb ania-------------------------------------------------------------
Bulga ria------------------------------------------------------------
Czechoslovakia:

Tex tiles____________________________________
Glass, glassware, and po tte ry ---------------------------
Footwear__________________________________
Textile mac hine ry___________________________
Clothing, except fur----------------------------------------
Jewelry and religious a rticle s__________________
Passenger cars, motor vehicles, and  p ar ts_______
Office machinery and  p ar ts ___________________
Bicycles____________________________________

(*)
(’)
2. 1 
1. 2 
1. 1 
. 4 
. 4 
. 3 
. 3 
. 3 
. 2

To ta l..............................................................................................................6 .3
Total imp orts __________________________________________________8. 4

Percent covered by listings above________________________________  75

East Germany:
Glass, g lassware, and  po tter y____________________________________  . 4
Scientific and precision ins trume nts_______________________________ . 2
Alabaster, spar, and  o the r orn ament s_____________________________  . 1

To ta l______________________________________________ — _____ - 7
Total impor ts_________________________________________________  ■ 8

Percent covered by listings above________________________________  87

Hungary :
Glassware_____________________________________________________ . 2
Miscellaneous food_____________________________________________  • 1

Tot al ..................................................
Total impor ts____________________

Percent covered  by listings above___

Poland:
Tex tiles_________________________
Fru its and  vegetab les..........................
Cloth ing and  footw ear -------------------
Bicycles_________________________
Glass, glassware, and po tte ry ______
Meat , canned------------------------------
Eggs...... ............. - - - .............................
Fur  skins, und ressed ______________
Alabaster, spar , and  othe r ornaments

. 3 

. 4

75

1. 0
. 5 
. 5 
. 4 
. 2 
. 2 
. 2 
. 2 
. 1

To ta l..............................................................................................................3. 3
Total impor ts_________________________________________________ 4. 4

Percent covered  by listings  ab ove________________________________  75

Ruma nia _________________________________________________________  (’)
See footnotes a t end of  table , p. 331.
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Most important  item s imported by Canada from each country  listed  above in 
order of magni tude based on 1962 imports— Continued

[Amounts in millions of do llars  f.o.b.}
U.S.S.R.:

Fur  skins, und ress ed----------- - ----------------------------
Potassium chloride fert ilizer____________________
Plywood_____________________________________
Alloys for st eelm aking---------------------------------------
Textile  waste and  rags --------------------------------------
Glass____ ___________________________________

To ta l______________________________________
Total impor ts--------------------------------------------------

Percent covered by listin gs above

. 6 

. 4 

. 1 

. 1 

. 1 

. 1

1. 4 
1. 7

Comm unist China:
Frui ts and vege table s___________________________________________  1. 5
Fur  skins, undressed------------------------------------------------------------------- . 8
Text iles_______________________________________________________ • 8
Peanuts, green --------------------------------------------------------------------------- • 3
Floor coverings________________________________________________  • 1

To tal ........... ........................... ................. ......... - ..................... - ................. 3.5
Tota l imports_________________________________________________  4. 2

Percent covered by listings above________________________________  83

Other Asian Communist are as_______________________________________  (’)
Cuba:

Sugar________________________________________________________  . 9
Tobacco and manufactures______________________________________  . 8
Fru its and vegetables___________________________________________  . 5
Text iles_______________________________________________________ • 2

To tal .............................................................................................................. 2.4
Total imports___________________________________________________2. 6

Percent covered by listings above________________________________  92
> No  im ports .
* Im po rts w ere  insig nif ica nt.
’ T ot al  im po rts  amou nted  to  $57,000 on ly , of whic h th e large st ite m ($33,000) was c lothin g.

Canada's exports to Communist countries, 1960-62 
[Va lue  in  mi llio ns of dolla rs  f.o .b.]

Cou nt ry  of des tin at ion
Va lue Pe rcen t o f to ta l e xport s

1960 1961 1962 1960 1961 1962

Al ba nia........................ . ..........
Bulga ria .........................................
C zechoslo va kia . . . . . . . . . . . . .  . ..
Ea st  Ger m an y___ _______ . . . .
H un ga ry ____________________
Pola nd_____________________
R um an ia ___________________
U.S.S.R.............................
Com mun is t Ch ina 1 2__________
Oth er  A sian  Com mun ist  a reas . 
C uba.......................... ............ ..

Tot al  Com mun ist  countr ies  l is te d_
Tot al  expor ts to  en tir e w or ld____________

0.5
7.0
1.0
L0

17.4
1.4
8.5  
8.9

13.9

59.6 
5,561.6

5.8
.3

20.4
1.6
.6

39.9
1.0

24.2
120.9

30.1

244.8
5,819.4

2.8
.4

3.4
.1
.3

34.9
.5

3.1
137.0

10.2

192.7 
5,939.3

(')0
(>)
(')
(')

0.1

.3

.3

1.1

(')
0(9

0.1

.4

(»)
.7

.4
2.1

.5

4.2

0.1

2.3

".*2

3.2

8

8

8

1 In sig ni fic an t.
2 In clud es  Outer  M ongolia .
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Mos t important items  exported by Canada  to each coun try listed  above in  order of 
magnitude, based on 1962 exports  

[Amounts in  mi llions of dollars f.o.b.]
Albania:

Whea t, except seed (to tal )_____________________________________ 2. 8
Tota l exp orts________________________________________________  2. 8

Percent covered by listing abo ve_______________________________  100

Bulga ria:
Aluminum fabrica ted mater ials (to ta l)__________________________  . 4
Tota l exp ort s________________________________________________  . 4

Perc ent covered  by listings  a bove_______________________________ 100

Czechoslovakia:
Synthet ic rub ber and plas tics__________________________________  1. 1
Aluminum pigs, ingots, and slabs________________________________ 1. 0
Flaxseed____________________________________________________  . 4
Hides and skins______________________________________________  . 4
Asbestos____________________________________________________  . 2

To tal......... . ................. ............. ............................... ....................... .......  3. 1
Total exports________________________________________________ 3. 4

Percen t covered by listings above_______________________________ 91

Ea st Germ any:
Asbestos (to ta l)______________________________________________  . 1
Total exp ort s________________________________________________  . 1

Percent covered by listings  ab o v e______________________________ 100

Hunga ry:
Asbestos____________________________________________________  . 1
Copper s crap________________________________________________  . 1

To ta l........... ..................... . .............................................................. ................ 2
Total exp orts________________________________________________  . 3

Percent covered by listings above______________________________ 67

Poland:
Whea t, excep t seed___________________________________________  26. 5
Synthet ic fibers and was te_________________________________   4. 3
Copper, refinery shapes_______________________________________  2. 7
Asbestos____________________________________________________  . 8

To tal................. ................................................. ....................... ...............  34. 3
Total exp orts________________________________________________  34. 9

Percent covered by listings above_______________________________ 98

Ruman ia:
Tra cto r tires_________________________________________________ . 2
Textile  rags_________________________________________________  . 1
Aluminum pigs and ingots_____________________________________  . 1

To tal_____________________________________________________  . 4
Tota l exp orts ________________________________ . ______________  . 5

Percen t covered by listings  a bove_______________________________ 80
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Hos t impo rtan t item s exported by Canada to each coun try listed above in order 
of magn itude , based on 1962 expo rts—Continued 

[Amounts in  millions of do llars  f.o.b.]
U.S.S.R.:

Agricu ltural mac hine ry_______________________________________  1. <1
Hides and skins, undress ed____________________________________  . 7
Synthetic  rubber and plas tics__________________________________  . 5
Machinery, except agricultura l_________________________________  . 4

To tal _____________________________________________________  2. 6
Tota l exports________________________________________________  3. 1

Percent covered by listings above______________________________  84

Comm unist  China:
Wheat, except seed___________________________________________  124. 8
Barley______________________________________________________  12. 0

To tal ............. ................... ............... ........................................... ............. 136. 8
Total exports_______________ ________________________________  137. 0

Percent covered by listings abov e______________________________  100

Othe r Asian Comm unist are as_____________________________________  (')

Cuba:
Animal oils and fa ts__________________________________________ 2. 3
Live animals_________________________________________________ 1. 6
Feedingstuff for animals_______________________________________  . 8
Chemicals___________________________________________________ . 8
Milk and cream______________________________________________ . 7
Ships and boats ______________________________________________  . 6
Machinery, none lect ric________________________________________ . 6
Vegetables__________________________________________________  . 4
Pulp  and waste pape r_________________________________________ . 4
Machinery, elec tric___________________________________________  . 4
Air craft_____________________________________________________ . 3
Fish_______________________ ________ ________ ______ _______  .3

To tal__________ _______________________ ____ _____________  9.2
Total exp orts________________________________________________  10. 2

Percent covered by listings above-----------------------------------------------  90
1 No  exports .

U.S. imports  from Communist countries, 1960-62 
[Value in millions of dollars f.o.b.]

Count ry of origin

Albania _______________________
Bulg aria _______________________
Czec hoslovak ia._________________
Ea st Ger many__________________
Hu ng ary______________________
Polan d____________________ . . . . .
Ru ma nia ______________________
U.S.S .R..............................................
Com munis t C hin a____ __________
Oth er As ian Communist a reas.........
C u b a .. .___ ___________ _______

Total  Comm unis t countries  listed 
To tal  impor ts from entir e w or ld .__

Value Per cen t of to tal  imports

1960 1961 1962 1960 1961 1962

0. 1 0.1 0.1 (' ) (*) (*)
.8 1.2 1.1 (*) (•) (*)

12.2
3. 2

9. 3
2. 5

10.0
3.1

0.1
(>)

0.1
(«)

0.1  
<9

1.8 2. 0 1.8 (*) (•) <9
38 .8 41 .3 45 .9 .3 .3 .3

1.5 1.4 .6 (*) (9 (9
22 .6 22 .2 16.2 .2 .2 .1

.3 .4 .2 (*) (>) (9
2. 7 3.1 3. 7 (9 0) (9

357.3 35.1 15.7 2. 4 .2 .1

441.3  
14 ,65 1.9

118 .6
14 ,35 7.3

98.4
16 ,24 9.4

3 .0 .8 .6

> Insignific ant.

30 -6 42 — 64— p t.  1------22
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Most importa nt item s imported by the United States f rom each coun try listed above 
in  order of  magni tude based on 1962 i mports

[Amounts in millions of dollars f.o.b.]
Albania:

Sage, unground (to ta l)_________________________________________  0. 1

Tota l imports__________________________________________ ______ • 1

Percent covered by listings above------------------------------------------------  100

Bulgaria :
Pa pr ika ______________________________________________________ • 4
Cheese______________________________________________________  • 2
Rose oil_____________________________________________________  • 2
Vegetable prod ucts , inedible____________________________________  ■ 1

To tal....... ....................................................................................................  • 9
Total impor ts________________________________________________  1- 1

Percent covered  by listings above_____ __________________________  75

Czechoslovakia:
Glass and glas swa re.. . . ________________________________________ 2. 3
Beads and  beaded fabric s______________________________________  • 9
Textiles_____________________________________________________  • 8
Bicycles, motorcyc les, and  pa rts_________________________________ . 8
Imi tati ons  and sny tlie tie precious or semiprec ious s tones-----------------  . 7
Books and pic tures____________________________________________  • 6
Canned cooked hams----------------------------------------------------------------- • 6
Machinery, except  typewrite rs__________________________________  • 3
Typ ewr iters__________________________________________________  • 3

To ta l....... ........... .................................................................................... — 7.3
Total imp ort s________________________________________________  10. 0

Percent covered by listings above------------------------------------------------  73

East Germ any:
Fu rs----------------- -------- -------------------------------------------- ---------- —  • 7

Typewr iters__________________________________________________  • 3
Cameras and optica l goods____________________________________  • 3
Glass, glassware, and china_____________________________________  • 2
Bicycle p ar ts ---------------------------------------------------------------------------  • 2
Mon tan wax_________________________________________________  • 2
Chemicals____________________________________________________ • 2

To ta l............................................................................................................  2. 1
Tota l imp ort s_________________________________________________ 3. 1

Percent covered by listings above------------------------------------------------  68

Hungary:
Wine and other beverages______________________________________  • 2
Brooms______________________________________________________  • 2
Baske ts______________________________________________________  • 2
Books, pictures, and artwork------------------------------------------------------  . 2
Glass and glass prod ucts_______________________________________  • 1
Bicycles and pa rts _____________________________________________ • 1
Feathers , crude_______________________________________________  • 1
Pa pr ika______________________________________________________ • 1

To ta l______________________________________________________  1. 2
Total imp orts _________________________________________________ 1- 8

Percent covered by listings above------------------------------------------------  67
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Most important items imported by the United, States  Jrom each country listed 
above in order of magnitude based on 1962 imports—Continued 

[Amounts in millions of dollars  f.o.b.]
Poland:

Meat, mainly  canned  ha m____ __________________________________ 25. 6
Furs, undressed_______________________________________________  3. 0
Hides and skins-----------------------------------------------------------------------  2. 0
Textiles (cotton,  hemp, flax, and ram ie)__________________________  1.9
Casein_______________________________________________________ 1. 4
Feathers and brist les__________________________________________  1. 2
Cdass and glassware------------   1. 2
Wood m anufactures___________________________________________  1. 1
Bicycles___ __________________________________________________ 1- 0
Coal ta r medic inals___________________________________________  1. 0

To tal ......... ............... ................... - .................................................... ....... 39. 4
Tota l imp orts ________________________________________________  45. 9

Percent covered by listings  above--------- --------------------------------------  86

Rum ania :
Glass and glassware___________________________________________  . 2
Spices_________________________________ _______ _____________  • 1
Furs, undressed, and feathers, crud e_____________________________  . 1

Tota l___________________________________________________  . 4
Total imp orts ________________________________________________  . 6

Percent covered by listings  above______ _________________________  75

U.S.S.R .:
Furs, undressed________   7. 5
Pa lla dium ._ . . . . . . _____________________________________________ 1. 9
Rhodium ____________________________________________________  1. 1
Pla tinum____________________________________________________  1. 0
Chrome ore__________________________________________________  . 9
Cot ton l inters and  w aste_______________________________________  . 7
Glass_______   . 6

To tal ....... ................. ............. ......... ........... ........... ...................................  13. 7
Total imports________________________________________________  16. 2

Percent covered by listings above_______________________________  85

Communist  China:
Antiques, made prior to 1S30 (t o ta l) .------------------------------------------- . 2
Tota l imports________________________________________________  . 2

Percent covered by listings above_______________________________  100

Other Asian Comm unist areas:
Cashmere  goat hair____ _______________________________________  3. 1
Camel hair___________________________________________________  . 5

To tal____ _________________________________________________  3. 6
Tota l imports________________________________________________  3. 7

Percent covered by listings  above_______________________________  97

Cuba :
Tobacco, un m an uf ac tu red. .____ _______________________________  15. 1
Tobacco, manufac tures_________________________________________ . 4

To tal ......... . ................................................................................................  15. 5
Total imports_________________________________________________ 15. 7

Percent covered by listings above_______________________________  99
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U.S . exports to C ommunis t countr ies, 1960-62
[Value in mi llions of do lla rs f.o.b.)

Cou nt ry  of d es tin ati on
Va lue Pe rcen t of tot al  exports

I960 1961 1962 1960 1961 1962

Albania  __________________________
Bu lga ria ______________________________ 0.1 («) (>) (*) (*) (»)
C zec hos lovaki a________________________ 4.5 7.4 7.2 1
Ea st  German y__________ - - ____________ 4.0 2.8 1.7 1 0.1 (>) (*)
Hun ga ry ______________________________ 1.7 1.3 .8 I
Po lan d __________________________ 143.1 74.8 94.5 .7 0.4 0.4
Rum an ia __________________ - _________ 1.3 1.4 .8 (>) (>) (*)
U .S .S .R ..  ________________________ 39.3 45.6 20.1 .2 .2 .1
C om m unis t C h in a
O th er As ian C om m un is t areas
C uba ....................................................... ........... 223.7 13.7 13.4 1.1 .1 .1

To ta l, Com mun is t coun trie s l is te d .. 417.7 147.0 138.5 2.1 .7 .6
T ota l Px po rts to  p.nti re, wo rld 20,357.6 20,716. 7 21,359.1

1 Ins ign ificant.

Mos t impor tan t items exported by the United States to each coun try listed above in 
order of  ma gnitude based on 1962 exports

[In  m ill ions  of dolla rs]
Albania___________________________________
Bulgaria__________________________________

Czechoslovakia:
Soybeans______________________________
Hop s_________________________________
Sulfur, crude__________________________
Medicinal and  pharm aceut ical pre paratio ns.
Catt le hides and skins___________________
Pencil sla ts____________________________
Seeds_________________________________
Synthetic  rub ber_______________________

T o ta l. ................... . . . .................................
Total exp orts__________________________

Perc ent covered by listings above_________

Eas t Germ any:
Tobacco a nd man ufactur es______________
Oranges and  tangerines, fresh-------------------

Tota l......... . ..................................................
Tota l exports__________________________

( ’)
(2)

1. 4 
1. 4 
1. 0 
. 7 
. 5 
. 4 
. 2 
. 2

5.8
7.2

81

1. 1 
.3

1. 4 
1. 7

Percent covered by listings above. 82

Hungary :
Medicinal and  pharmaceutica l preparatio ns.
Glassmaking machinery_________________
Chemicals_____________________________
Hides and skins, raw____________________

. 2 

. 2 

. 2 

. 1

To ta l____
Total expor ts

. 7 

. 8

Perc ent covered by listings above. 88

See footnot es a t en d of table, p. 337.
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Most importa nt items exported by the United Sta tes  to each country  listed above 
in order of magnitude based on 1962 exports—Continued

[In millions of dollars)
Poland:

Wh eat__________________________________
Cotton, raw _____________________________
Bar ley_________________________________
Cereals, except wheat and barley___________
Cottonseed and soybean oil, refined a nd crude
Tallow, inedible__________________________
Wheat flour_____________________________
Miscellaneous machinery__________________
Rubber,  syn the tic________________________

26. 2 
20. 5 
9. 9 
7. 9 
7. 5 
4. 0 
3. 1 
2. 6 
1. 4

To tal................. ......... . ............................. - ..................... - ..........- .........  83. 1
Tota l exp orts ________________________________________________  94. 5

Percent covered by listings abo ve_______________________________  88

Ruma nia :
Machinery and vehicles_______________________________________ • 3
Grass seed__________________________________________________  • 2
Ant ibiotics__________________________________________________  • 1

To ta l....... ............... ....................................... . .................................................. 6
Total exports________________________________________________  • 8

Percen t covered by listings abo ve_______________________________  75

U.S.S .R.:
Cattle  hides_________________________________________________  6. S
Tallow, inedible______________________________________________  4. 0
Machinery, excep t paperm ills and  p ar ts__________________________  2. 1
Paperm ills and pa rts ----------------------------------------------------------------  1. 9
Synthet ic textile  fibers and ya rn ________________________________ 1. 9
Rubber,  syn the tic ____________________________________________  1- 5

T o ta l . . . .............. ........... ............. ............... ........... - ......... . .................. 18.2
Total  e xpo rts________________________________________________  20. 1

Perc ent covered by listings  above----------------------------------------------- 91

Communist China________________________________________________ (')
Othe r Asian Communist areas---------------------------------------------------------- (*)
Cuba:

Biological supplies____________________________________________  11.9
Commodities  for relief________________________________________  ■ 7

To ta l............................... ................................... ....... ............... ................ 12. 6
Total exp orts________________________________________________  13. 4

Percent covered by listings  above_______________________________ 94
1 No exports.
s Exports were insignificant.
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T rade C on tr ol s of F r e e -W or ld  C o u n tr ie s  1

This section  summarizes the trade  control measures of many of the  important 
mercantile countr ies of the free world, including those  par ticipat ing  in  the  multi­
late ral  s trate gic trade control system.

These summaries are concerned prim arily with  the basic expo rt license and 
customs control procedures originally established for economic o r financial reasons. 
Secur ity tra de  controls  have been genera lly exercised thro ugh  these  basic pro­
cedures, supplemented, to increase the ir effectiveness, by Import Certif icate-  
Delivery Verification (IC/DV) procedures, shipping controls , Trans it Authori ­
zation  Certificate (TAC) procedures,  and  tran sac tion or financial controls. The 
summaries which follow describe the  main  features  of these  nationa l control  
systems as they stood June 30, 1962. The  count ries are arran ged in alphabet ical 
order.

AUSTRAL IA
License requirements

Under the  term s of the  Customs (Prohibi ted Exports) Regula tions the  expor t 
of arms, explosives, naval and milit ary stores,  and  goods capable  of being used 
for purposes  of war, is subject to the  consent of the  Mins ter for Customs and 
Excise. Provis ion is made in the  Customs Act to require productio n of Landing  
Certificate if considered  necessary. There is no direct provision  for Impor t 
Certifica tes issued by the  coun try of proposed des tination. However production  
of such certif icates  is required if considered warranted.
Exchange controls

Under the  term s of the  Banking (Foreign Exchange)  Regula tions goods shall 
not  be expor ted from Australia unless a  license issued in te rms of these regulations 
is in force and the  terms and conditions to which the  license is sub ject are complied 
with . The object of th is control  is to ensure th at  the full proceeds of such goods 
are received into  the  Australian  banking system in the  currency, in the  manner, 
and within the  period approved by the  Reserve Bank of A ustralia.
Transit controls

Australia par tici pates in the Tra nsi t Authorizatio n Certif icate system.
Ship ping  controls

Except in regard to hazardous cargo there are no specific controls over the  
meth od of exporta tion  of goods from Australia . Control over export of hazardous 
cargo is exercised by the  Dep artm ent  of Shipping  and Tra nsport  under the  
Navigatio n Act 1912-1961.

BEL GIU M-LUXEMB OURG
License requirements

The basic legislation from which the  present import-export contro l system in 
Belgium has developed was a law of June 30, 1931, modified by the  law of July  
30, 1934, which authorized in broad, general term s the  regula tion of Belgium’s 
foreign commerce to promote the  general economic well-being of the  country . 
The convention with  the  Grand  Duchy  of Luxembourg on May 23, 1935, amend­
ing the  economic union convention of 1922, established also a combined Belgo- 
Luxembourg Adm inist rative Commission (the Commission Adm inist rative Mixte 
Belgo-Luxeinbourgeoise), and in this way provided  a central  agency for coordi­
nat ing  the  imp ort and  expor t licensing procedures  of Belgium and Luxembourg. 
Pu rsu an t to the  1935 convention, when the app rop ria te agency of either Govern­
ment desires to modify or expand regu lations pertaining to  import and export 
controls, the  recommendation  is discussed  with the  app ropriate agencies of the  
other Governm ent: the ir agreement hav ing been reached, the  new policies are 
comm unicated t o the  Mixed Commission, which then tran smits ident ical inst ruc­
tions to the  Belgian Cent ral Office of Licenses and  Quotas  and  the  Luxembourg 
Office of Licenses. This procedure insures close coordination of the  imp ort and 
export licensing operations  of the  two Governm ents  in order th at  the general 
economic welfare of bo th may best be served .

A royal  decree dated Jan uar y 17, 1955, provides th at  the import and export 
of all merchandise is subject to licensing control. However , the Minis ters can, 
within t he limits  of the ir authority, suspend th is m easure as to certain merchand ise 
designated  by them . They  can also limit this suspension to  merchandise coming 
from  or destined to  countries which the y determine.

1 Source: Bat tle  Act  Repo rt for 1963, Department  of Sta te.
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The control over exports  effected by the requ irem ent of expo rt licenses is 
reinforced by special controls applied at  the  time  of the  actual export of the 
licensed merchandise. Submission to  these special controls  is required as a 
previous condition to the  obta ining of certa in licenses, these  special addit ional  
controls being applied  by reason of th e special na tur e of the merchandise  to 
be exported or to assure the  direct delivery of the  merchandise  to its foreign 
des tination.

Appl icants  for expor t licenses mu st make a decla ration th at  the y are familia r 
with  the  condi tions  upon which licenses are issued and the  regulations relative 
to  exchange controls , and th at  the y accept these  condit ions and  regula tions 
withou t reserve. The appl icant also acknowledges th at  the  licenses are not 
transferable , and th at  any irregularity in his application or utilizatio n of the 
license subjects  him to possible refusa ls of any new export license applications  
and  may expose him  to  prosecution for a c riminal offense. Exporte rs of products 
whose final dest ination is controlled must sign a special underta king which state s 
th at  all of the goods which they int end  to  expo rt will be expor ted in accordance 
with  t he  inform ation  subm itted to the licensing authorities.
Transit controls

The royal  decree of Jan uar y 17, 1955, referred  to  above, authorizes  th e Minister 
of Economic Affairs to  impose a tra ns it licensing requirement for certa in items 
coming from or going to countries he may  designate. A second decree of the 
same da te by the  Minister of Economic Affairs requires the  productio n of a 
Belgian transi t license, or a Tra nsi t Authorization Certif icate issued by certain 
countries, for the shipment throug h Belgium in tra ns it of items named in the 
decree coming from the  countries partic ipa ting in the  TAC scheme and  destined 
for any of the Soviet-bloc countries. Luxembourg issued simila r decrees January 
20 and Feb ruary 1, 1955.
Financial controls

Prior auth orization is required for all buying and selling transactio ns abroad 
by Belgian and Luxembourg residents. The  exchange contro l is carried out  by 
the  Belgo-Luxembourg Exchange Insti tut e.
Shipping  controls

Belgium has taken actio n to pre ven t the  carry ing of s trate gic goods in Belgian 
ships to Communist Chinese a nd north  Korean destinations.

CANADA
Author ity for the control of exports  in Canada  is der ived from the  Export and 

Import Permits Act, an  ac t of Par liam ent,  which came into effect on Jun e 1, 1954. 
Permit requirements

The Canadian approach to expo rt control is based  on two lists: (1) the Export 
Control List of strate gic commodities for which expo rt perm its are required for 
prac tical ly all commercial exports to any  dest ination, except the  United States , 
and  (2) the  Area Control List of count ries, the shipmen t to which of any  goods 
requires an export permit. The Area Contro l List comprises the  countr ies of 
the Sino-Soviet  bloc. General export pe rmits are in effect which enable shipments 
of a list of n onstrategic items, when of Cana dian origin, to be made  to countries 
of the European Soviet bloc; shipmen ts of casual gift parcels of triv ial value to 
Comm unist  countries; shipments to Canadian diplomatic  missions, etc. Canada 
par ticipates in the  inte rnat iona l IC /DV system.
Transaction controls

Under th e Act, Cana da has also enacted  a  form of tra nsaction control whereby 
it becomes an offense for a resident of Canada to knowingly cause or assist any 
shipment of stra tegic  goods to  be made  from Cana da or any  other place, to 
Communist  countries.
Transi t controls

Regulations respec ting tra ns it shipmen ts stip ula te th at  no person shall trans­
ship or cause or assist in the  transshipment of or accept for tran sshipment to a 
cou ntry  included in the Area Control List any  goods included in th e Exp ort Con­
tro l List, unless a  Trans it Authoriza tion Certif icate covering such goods and issued 
by the exporting  country,  or by t he country  of residence of the exporter, has been 
presented to and endorsed by a  C anad ian collector of customs or, in the absence of
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such certificate, approval for the transshipment has been given by the Minister of 
Trade and Commerce, or by a person authorized by him to do so.

An export permit is required for all goods originating outside Canada when 
tendered for export in the same condition as when imported, without further 
processing or manufacture in Canada. Goods in trans it in bond on a through 
journey on a billing originating outside of Canada, clearly indicating the ultimate  
destination of the goods to a third country, do not require a Canadian export 
permit. With certain exceptions, foreign goods passing through Canada to a 
third  country without a through bill of lading require a Canadian export permit. 
(If such goods represent United States shipments of controlled goods passing 
through Canada to third  countries, they must be covered by a United States 
export permit.) All Canadian goods having an undeclared ultimate  destination 
require export permits. Shipments of United States goods through Canada 
must be accompanied by a copy of the United States export declaration form.

Export controls are administered by the Export and Import Permits Section of 
the Canadian Department of Trade and Commerce.

REPUBLIC OF CHINA (TAIWAN)
License requirements

All exports are subject to  screening by the Foreign Exchange and Trade Control 
Commission and certain controlled commodities require government export 
licenses. No exports destined directly or indirectly for the Chinese mainland or 
any Communist country are approved. Strategic materials, food, animal feeds, 
edible oils, ores, iron and steel scrap, textile fibers, raw hides and skins, coal, 
petroleum products, chemical fertilizers, chemicals for agriculture, carbon black, 
crude rubber and wood pulp are included in the Government of the Republic of 
China’s list of controlled exports. Exporters of controlled commodities are 
required to submit landing certificates issued by the customs authorities of the 
country of destination, but there are no IC/DV requirements.
Transit controls

Since Taiwan has no transit trade there are no transit controls governing st ra­
tegic materials. Any import would require an export license prior to the reex­
port, which in principle is not  permitted.
Financial controls

Stringent Government controls are imposed on financial settlement of all 
exports.
Shipping controls

Government regulations prohibit Chinese-flag ships from calling at mainland 
Chinese or any Communist country’s ports, or to transpor t Communist cargo. 
Regulations also provide tha t entry into Taiwan ports is denied ships which fly 
flags of nations having no diplomatic relations with the Republic of China and 
which have at any time called at Communist Chinese ports, or any foreign flag 
ship which has called a t Communist Chinese ports within 60 days after calling a t 
a Taiwan port.

DENM ARK
License requirements

Export licenses are required for all commodities, except certain agricultural 
products, unless the goods are exported to or intended for end-use in Finland, 
countries which are members of the European Monetary Agreement, or countries 
within the dollar area.

For the goods enumerated in the  below-mentioned Commodity Lists A and B, 
export licenses are required, irrespective of the country of destination.

List A of the Danish export regulations consists of items of strategic signifi­
cance. For most of these items the licensing authori ty is the Import and Export 
Licensing Office of the Ministry of Commerce, but the Ministry of Justice  con­
trols exports of arms, munitions, military equipment, and machinery for the 
production thereof.

List B consists of nonstrategic goods. Export licenses for these are issued by 
the Import  and Export  Licensing Office, the Board of Health, the Ministry of 
Public Works, or the National Bank of Denmark, according to the nature of the 
commodity concerned. Denmark applies IC/D V procedures.
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Transit controls
The export controls apply to merchandise exported from the Copenhagen free 

port, including exports from tran sit or bonded warehouses and goods from free 
port or private warehouses. They also apply to goods in transit through Den­
mark, unless these are trans iting  on a through bill of lading and there is no change 
in ultimate destination. In addition, Denmark has adopted  the TAC scheme. 
These control measures thus  prevent unauthorized diversion of embargo goods 
in transi t through Denmark.

All transit transactions financed by Denmark are subject  to control by the 
Nationa l Bank of Denmark if the goods in question are forwarded directly be­
tween the countries of origin and destination or are transi ting on a through bill 
of lading. In its administration of these provisions the Bank observes the same 
rules as the export control authori ties writh which the  Bank cooperates closely in 
this field.
Exchange controls

The National Bank of Denmark exercises controls over all transactions in 
foreign exchange but has given the authorized exchange dealers a general au thor­
ization to perform nearly all current  payments. Earnings in foreign currencies 
must be repatriated and sold to the authorized exchange dealers unless special 
exceptions are made.
Shipping controls

An arrangement has been made by the Danish Government with Danish ship­
ping companies to prevent the carrying in Danish vessels of st rategic goods to 
Communist China and north Korea. This arrangement is implemented under 
a vo luntary  agreement with Danish shipowners.

FRANCE
License requirements

Export  licenses are required for over 20 percent of the  commodities identified 
in the French tariff nomenclature. Governmental authority  for this control is 
contained in various decrees, the latest dated November 30, 1944. These decrees 
permi t addition to or removal from the list of controlled commodities merely by 
publication of a notice in the Journal Officiel. The list of strategic commodities 
subject to export licensing is published periodically in the Journal Officiel.

Applications for license to export, as submitted by French exporters, are ex­
amined by the Ministry of Finance and Economic Affairs, and on occasion by 
appropriate technical committees and personnel in other agencies. At the time 
the application for an export license is submitted, the exporter  may be instructed 
by the competent technical ministry  to submit a sample, photograph, blueprint, 
drawing, or other detailed description of the commodity in question. These data 
are used in determining the advisability of issuing the export license requested. 
At the port of exit, random samples of actual exports may be extracted by customs 
officials and these are compared by competent technicians with the original data  
submi tted with the license application. This procedure is designed to assure in as 
many instances as practical  that the commodity exported is identical with the 
commodity for which the export license is issued.

In the event fraudulent action on the  part  of the exporter is found and can be 
legally established, the  exporter is subject to  confiscation of the goods in question 
and fines ranging upward to four times the value of the shipment plus penal 
servitude. The control system in operation in France makes it  possible to block 
or encourage exports to any destination of commodities requiring export licenses.

France employs IC/DV procedures and, when appropriate, conducts end-use 
checks on exports of strategic goods.
Transit controls

On December 30, 1954, and Janua ry 12, 1955, the French Government pub­
lished new regulations effective respectively on the 1st and 15th of January,  1955, 
concerning the regulation of imports, exports, and reexports of a certain number  of 
products  which enter France under transit status.  In essence, these regulations 
state that the products affected cannot be diverted to certain specified countries 
(which comprise the Soviet bloc) if the country of origin partic ipates  in the TAC 
scheme unless the country of origin authorizes the change in destination.
Financial controls

All transactions in foreign exchange engaged in by French residents, particu­
larly those in w’hich a French resident takes title to foreign merchandise, require 
the prior authorization of the French Government.
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An “exchange commitm ent” (guaranteeing the  return  to the  Gov ernm ent of 
the  exchange proceeds of a transactio n) is required for all expor ts and reexports  
of merchandise to which a French resident  holds title . Where the  products  con­
cerned are subject to expor t license, the export license suffices for the  exchange  
comm itmen t.
Shipping  controls

In  order to avoid the  t ran spo rt on French vessels of s trate gic products to Com­
mun ist China,  the French Government asked  owners contro lling ships serving 
Chin a not  to transp ort  strategic  goods unless these  are covered by an export 
license or a document issued by the  French Governm ent indic ating  Com munist 
China  as the  final destination.

FEDERA L REPUBLIC OF GERM ANY AND WEST BERL IN 
License requirements

Present regula tions governing trade contro ls in t he  Federal Republ ic wen t into 
effect on September  1, 1961. They are conta ined in two docum ents, the  Foreign 
Commerce Ordinance (Aussenwirtschaftsverordnung or AW V) of August 22, 1961, 
and the  Foreign Commerce Licensing Juri sdictio n Ordinance (Verordnung zur 
Regelung von Zustaendigkeiten in Aussenwirtschaftsverkehr) of August 7, 1961. 
These new regulations  conta in few material changes from previous measures af­
fecting foreign trade  althou gh they have  been complete ly rewr itten . The y find 
the ir legal basis in the  new Foreign  Commerce Law (Aussenwirtschaftsgesetz) of 
April 28, 1961. This new law frees expor ts from all licensing requirements except  
in thre e special categories. The  first of these three categories  is t ha t concerning 
internationally  controlled commodities. The second category concerns items  in 
domestic short supply. The third involves financial controls.

Expor t licenses (Ausfuhr-genehmigungeri) are required for all goods listed on 
the  COCOM Stra tegic Mate rials  Embargo,  Muni tions , and Atomic Energy Lists 
as well as for documenta ry da ta required in the  prod uctio n of these goods. Li­
censing requirem ents do n ot apply to  goods included in the COCOM lists if valued  
at  DM  1000 ($250) or less for expo rt to  cer tain  free-world countries. A list of 
permissible destinat ions  is given in Section II  of the Annex to the  Foreign Com­
merce Law.

An applicat ion for E xport  License can be executed only by the  exporting  person 
or firm, and  when COCOM controlled commodities are involved, the  license appli­
cation  must be accompanied  by an Impor t Certi ficate  (C7nbedenklichkeitsbestaetig- 
ung) from ano ther  country  recognizing COCOM contro ls or othe r sati sfactory 
docu men tation concern ing the intended end-use  of the  commodi ties when non- 
COCOM countr ies are involved in th e tran sact ion.

German author ities do  not always ask th at  proof of end-use be obtained follow­
ing the  export from the  Federal Republ ic of a COCOM-controlled commodity.  
They  are, however, authorized to do so by a special set of rules publi shed in a 
circular of the Federal Ministry  for Economics (Runderlass Aussenwirtschaft No. 
39/61). Acceptable proof of end-use consists of eith er a Delivery Verification 
(Wareneingangsbescheinigung) from a countrv  recognizing COCOM controls or 
other satisf actory documentation from non-COCO M countries. The  ci rcular  also 
describes in detai l the  conditions unde r which the Federal Government will issue 
its own ICs and DVs for use by othe r COCOM countries. In  general, t he  req ues t 
for eith er of these  documents from an American exporter is sufficient to cause 
the ir issuance.

All imports  into  the  Federal Republic or W est Berlin f rom bloc countr ies re quire 
licenses. Federal auth orities may require a certif icate  of origin in the  case of 
ostensibly non-bloc imports  which t hey  may suspect as being originally from the  
bloc.
Transit controls

Goods on COCOM lists are not permitted  to  tr an sit  the Federal Republic unless  
bound  for the  countries indicated in Section II  of the Annex to the  Foreign Com­
merce Law. COCOM-controlled goods orig inating in countr ies adhering to  
COCOM regulations will no t be permitted  t ra ns it unless accompanied by Transit  
Authoriza tion Certi ficates—TAC’s (Durchfuhrberechtigungsscheine). COCOM- 
contro lled goods shipped from Sweden or Switzerland mus t be accompanied by a 
properly authenticated  copy of an expo rt permit from those countries. TACs 
and Swiss or Swedish expo rt perm its are recognized as valid  for tra ns it purposes 
only for a period of 4 months following the  goods’ dep artu re from the  shipping 
count ry.
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Financia l controls
Germ an residen ts are proh ibited from acting as middlemen in certain types of 

tria ngu lar transact ions unless they obtain a Transit  License (Transithandelsge- 
nehmigung). The type of triangula r deal sub ject  to licensing is th at  involving 
Sino-Soviet  bloc countries and COCOM-control led commodities  which are not  
physically located in the  Federal Republic  or West Berlin. The  license is neces­
sary  in transact ions  involving control led goods eith er boun d for or sold by bloc 
areas. The Federal Governm ent would not, of course, license a transa ction 
involving COCOM-controlled commodities bound for the  bloc unless a COCOM 
exception had been obtained.

A type of financial  control is also exercised thro ugh  the  l icense required by the  
third  special export categ ory of the  Foreign Commerce Law. This applies to 
expo rt shipments based on con tracts  concluded with  par ties  in count ries of t he  
Sino-Soviet  bloc whenever the terms of such contrac ts call for  p aym ent  by means  
oth er than  in cash prio r to delivery, irrevocable let ter  of credit, or cash aga inst 
documents guaranteed by a credit ins titu tion . This  provis ion is the  sole res tric ­
tion under the  law on the  method  of pay ment in export con trac ts. It  is i ntended 
to pro tec t German business against  price and paymen ts manipulation s and to 
perm it impleme ntation of the  official policy of denying long-term credit facilitie s 
to the  bloc.
Shipping  controls

Under the  initial ordinance implemen ting the Foreign Commerce Law, bar e­
boa t charters for ships requ ire licenses when a cha rter  is drawn  up placing a 
Germ an carrie r at  the  disposal of a bloc coun try. On October 7, 1962, however, 
all German ship char tering involving con trac ts with  bloc count ries or Cuba 
became subject to licensing. This  modification of the regulations was permissible 
under the  terms of th e basic law.

The installa tion  of COCOM-controlled  commodities on ships and airc raft  
owned by bloc countries also requires licensing.
Soviet Zone of Germany and East Berlin

Tra de with  the Soviet Zone of Germany and  Eas t Berlin is controlled thro ugh  
separat e documents, regu lations and  laws which are, in effect, the  same as those 
for trade  with  o ther  bloc countries.

GR EECE
License requirements

Export licenses are requ ired for all stra tegic commodities and  for certain non- 
stra tegic commodi ties for which expo rt quotas have  been establ ished.  For  non- 
stra tegic shipm ents, licenses are issued by the  Bank of Greece in accordance w ith 
direc tives  from the  Greek Foreign  Trade Board and  the  Min istry  of Commerce. 
In the  case of countr ies with which Greece has bila tera l trade  agreements (which 
includes the  Soviet-bloc coun tries ), such licenses are limited to the  quanti ties  
specified in the  respective  agreements. For  stra tegic shipm ents,  including those 
to the  Soviet-bloc countr ies, licenses must be obta ined  from the Ministry  of 
Commerce.

Greece applies IC/DV procedures.
Transit controls

Transit  shipm ents of stra tegic commodities mus t be licensed by the Ministry  
of Commerce  prior to being reexported or transshipped.
Financia l controls

Foreign exchange proceeds must be su rrendered to the Bank of Greece. 
Shipping controls

In response to  a  r ecom mendation made on October  1, 1962, by the  Greek Gov­
ernm ent,  Greek shipowners began to refuse charters  for shipmen ts to and  from 
Cuba . On March 30, 1963, a royal  decree  became effective which proh ibit s t ra ns ­
port of any  cargo to Cuba  by Greek flag vessels, except un der charter s signed pr ior  
to the  decree. Another roya l decree effective September 27, 1963, extended 
the  p rohibition to include the carriage of any cargo from Cuba.

On October 10, 1958, the Greek Gov ernm ent publ ished  a decree (Official 
Gazett e No. 157) lifting  its previously imposed (1953) proh ibit ion on the  calling  
of Greek ships at  por ts in Comm unist  China and  nor th Korea. However, the 
tra nspo rt of strateg ic items to these  countries is still  banned.
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The Greek foreign investment law (No. 2687 of 1953) provides that foreign 
vessels transferred to the  Greek flag may only be resold to countries named in the 
instrument  of approval executed at the time of the transfer of the vessel to Greek 
registry. So far, such instruments have not included Soviet-bloc countries. With 
only minor exceptions, the sale to other countries of Greek-flag ships not covered 
by an instrument under law 2687 requires the prior approval  of the Greek Govern­
ment.

Ship repairs are subject to export licensing under the procedures covering 
transit shipments.

Current bunkering controls require licensing by the Bank of Greece with 
respect to payment in foreign exchange for the value of fuel and by customs 
authorities  for removal from customs precincts.

HONG KONG
License requirements

Primary responsibility for the  implementation of Hong Kong’s trade  controls 
rests with the Controls Division of the  Hong Kong Government Departmen t of 
Commerce and Indus try. Import and export licenses are required for Inter­
national List commodities. In the case of imports, Delivery Verification certifi­
cates are furnished upon request of the exporting nat ion. In the case of exports 
of strategic goods, a Delivery Verification or Landing Certificate may be requested 
from the importing nation.

Licenses are also required for exchange control reasons for goods originating 
from or consigned to Albania, Bulgaria, Czechoslovakia, Eastern Germany, Hun­
gary, north Korea, Poland, Rumania, the U.S.S.R., and the Tangier Zone of 
Morocco.
Transit controls

No t rade controls are exercised over cargoes transi ting Hong Kong. Interna­
tional List I goods being transshipped through Hong Kong to permitted 
destinations must be licensed for import and reexport and be stored in Govern­
ment-designated warehouses if landed in Hong Kong.
Internal controls

Hong Kong also controls the distribution within the colony of borax and thorium 
nitrate. End-users are authorized to draw these raw materials from government- 
designated warehouses in amounts t ha t are adjusted monthly.
Financial controls

Hong Kong has Exchange Control obligations as a member of the  sterling area. 
Shipping controls

There are no shipping or bunkering controls governing Hong Kong’s trade. 
Voyage licenses for British vessels proceeding to Communist China and north 
Korea are no longer required.

INDIA
License requirements

Indian export controls are exercised mainly with respect to commodities, such 
as foods and other essentials, which are considered to be in short supply. The 
export licensing policy for all controlled commodities is contained in the Hand­
book of Export Trade Control, commonly known as the  “Blue Book.” A number 
of commodities may be exported freely under open general licenses to certain des­
tinations . Other products require individual licenses which are issued within the 
export ceilings established by the licensing authorities. The Chief Controller of 
Imports  and Exports, Ministry of Commerce and Industry, Government of 
India, administers the control over exports. Applications for licenses to  export 
controlled commodities must be submitted to the appropriate  regional licensing 
authorities.
Transit controls

Goods which at the time of impor tation into a major Indian port are declared 
to be for t ransshipment to some other customs or foreign port  may, under permit, 
be t ransshipped without payment of duty and without security or bond for the 
arrival and entry  of the  goods at the port of destination. In other than  major 
ports, dutiable goods so transshipped must be covered by a bond with such 
security as may be required (equal a t least to the amount of the leviable duty), 
guaranteeing arrival and entry at the port of destination.
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Financial controls
Indian exporters must file a declaration with the Collector of Customs or an 

agent designated by the  Reserve Bank of Ind ia to the effect th at foreign exchange 
representing the full export value of the goods has been or will be deposited in the 
manner and within the  period prescribed by the Bank.

INDONESIA
License requirements

All goods destined for transport  beyond the customs areas of Indonesia are 
designated as “goods under control” and exportable only under cover of prior 
licenses issued by the Minister of Trade or his deputy designated for this purpose 
(i.e., the Central Bureau for Exports). All applications for export licenses undergo 
a regular screening process. There are no general restrictions as to the destinat ion 
of exports (except for the current one regarding direct shipments to the Nether­
lands). Export licenses may be withheld if, for some particular reason, the in­
tended destination is not considered to be in conformity with desired compliance 
of obligations under existing trade agreements and similar commitments.
Transit controls

On goods entering Indonesian customs areas but intended for transshipment , 
no import  duties are immediately levied. A covering bill of transshipment must 
be submitted to the customs officers, giving such particulars as the name of the 
vessel carrying the goods, country of origin, place of destination, and the vessel 
in which the goods are to be transshipped. If transshipment is not effected within 
a prescribed period (usually 30 days), the goods will be treated  as goods imported 
for consumption and import duties levied.
Financial controls

Foreign exchange proceeds derived from exports must be surrendered to an 
authorized bank for reimbursement in domestic currency. (Since March 1962 
exporters are allowed to retain  direct rights to the use of 15 percent of their 
foreign exchange proceeds under provisions of the current “SIVA” arrangements.) 
This involuntary surrender of foreign exchange is monitored by the exchange 
control system under which negotiable bills of lading and collections abroad are 
handled at the local end by authorized foreign exchange banks and not by the 
exporters themselves.

IRAN
License requirements

Iranians must comply with the yearly regulations on imports and exports issued 
by the Ministry of Commerce, and handle the resulting foreign exchange in ac­
cordance with Central Bank of Iran (CBI) regulations. Exports to the U.S.S.R. 
are subject to licensing since there is no payments agreement with the U.S.S.R. 
and thus  the CBI has no control over the exchange. Trade wi th the U.S.S.R. and 
other bloc countries is based on barter agreements. Certain export items are 
specifically controlled by various ministries, such as munitions by the  War Minis­
try, gold and silver by the Central Bank, oil by the National Iran ian Oil Company. 
There are no IC/DV requirements.
Transit controls

Iran has transit agreements with Turkey, Afghanistan, and the U.S.S.R. The 
transpor t of munitions and goods whose introduction to Iran might be det ri­
mental to health is prohibited. Customs officials a t ports of entry are responsible 
for seeing tha t transit goods are only those approved by the transit agreements. 
There are no TAC controls.
Financial controls

All foreign exchange transactions must go through the CBI, with the exception 
of trade with the  U.S.S.R. Terms for letters of credit and drafts are specified for 
approved goods by CBI regulations. There are payments agreements with 
Turkey and Afghanistan, and an attem pt is being made by Iran to negotiate an 
agreement with the  U.S.S.R. whereby exchange will fall under the CBI.
Shipping controls

Iran  has a small merchant marine which engages in European trade  (about 7 
percent of the cargo between Iran and Europe) and in the Indian Ocean-Persian 
Gulf area. There is no Iranian merchant fleet on the Caspian Sea. Iranian 
shipping lines do not reach Soviet bloc ports.
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ISRAEL
License requirements

Most goods may be exported from Israel without an export license. Certain 
items continue to require  the license of th e Min istry  of Commerce and  Ind ust ry.  
Licensing autho ritie s for othe r p roducts are:

Mili tary items—Minis try of Defense
Fuel, alcoholic beverages, tobaccos— Ministry  of F inance
Citrus— Citrus Marketing  Board
Diamonds—Contro ller of Diamonds

The Export Division of the  Ministry of Commerce and Ind ust ry may ask for 
recomm endations, before licensing certain prod ucts , from the  respective com­
petent  au thority .

Israe l vo ted to sup por t the United  N ations Resolu tion of May 18, 1951, placing 
an embargo on shipments of arms and rela ted mate rial to Comm unist China and 
nor th Korea.

In  certain cases import certificates  a nd/or end-use-certificates are required. 
Transi t controls

The volume of tra ns it trad e is small inasmuch as Israel  is bounded on three 
sides by Arab sta tes  with which no legal tra de  is conducted. Goods entered in 
bond, though  not  sub ject  to customs duties, requi re expo rt licenses before being 
reexported whenever normal exports so require.
Financial controls

The Israel Government exercises contro l over the use of foreign exchange 
the reby guiding t he  m ovement of goods in Isra el’s inte rna tion al trade.  Although 
abo ut 25 pe rcen t of Isra el’s import s now e nte r free of license, in general, imports  
are allowed within the  limits of the country ’s import plan,  which covers the essen­
tial  needs of Israel ’s economy. The ide nti ty of economic needs and  allowed 
imports  is a safeguard against reexport of m ater ials consigned to Israel.

ITA LY
License requirements

All commodit ies listed  in the new Tabella Esport (Ita lian  export list) effective 
October 1, 1962, require an expor t license, issued by the  Ministry  of Finance, 
upon the  author ization  of the  Ministry  of Foreign Trade, for all des tinations. 
All items inte rna tion ally  accepted for embargo are included  in the Tabella Esport. 
Commodities not  listed in the  Tabella Esport are exempt from license for export 
to  all dest inations,  the  Sino-Soviet bloc included, with  t he  exception  of Ea st Ger­
many. Exports  to Ea st Germany are regulat ed by the  Foreign Trade In st itu te  
(ICE).

Licenses are requi red for exports to the  Sino-Soviet bloc of all commodit ies con­
tain ed in the Tabella Esport. Licenses are  requ ired for imports from the Sino- 
Soviet  bloc of all commodities which are listed in the Tabella C Import, which 
provides for a  lower level of libera lization than  the list for imports  from the  dol lar 
area  and  the OEC D area.

The formulation of export control policy and  the  adm inis trat ion of the  export 
licensing system are the primary responsibil ities of the Min istry  of Foreign Trade. 
This Ministry is advised by a  special interm inis terial committee which screens all 
export license appl ications for goods sub jec t to  stra tegic contro l.

Ita ly  employs  IC/DV procedures and , when  cons idered appropriate, carries  o ut 
end-use checks on expo rts of stra tegic goods. Im port certificates are issued by 
the Ministry  of Foreign Trade and  are gra nte d only to firms cleared by the  Min­
ist ry  for  foreign trade act ivity. Delivery verifications  a re issued by the  C ustoms 
Service of the Ministry  of Finance. Certa in stra tegic imports  and certain raw 
materia ls destined for reexp ort as finished produc ts are kept under special  cus­
toms supervision until thei r actual  consum ption in the  manufactur ing process. 
Transi t controls

A Transit  A utho riza tion  Certificate is requ ired  for sh ipments  passing in tra ns it 
thro ugh  Ita ly  of goods l isted in the  Tabella Esport  coming from count ries partic i­
pating in the TAG scheme and destined for any of the Soviet-bloc count ries. 
Financial controls

Financia l cont rol over all export t ransac tions is maintained through the licensing 
system and thro ugh  implementa tion of exist ing exchange contro l regulations 
which require bank validations covering all export shipmen ts of commercial size.
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Shipping controls

Control over Italian-fiag vessels carrying goods to  the Sino-Soviet bloc is exer­
cised through voluntary informal cooperation between the I talian authorities  and 
the shipping companies.
Penalties

Penalties that may be imposed under Italian law for violations of export control 
regulations include imprisonment up to 3 months, fines up to 40,000 lire, and 
confiscation of the merchandise involved. Such penalties, in case of currency 
violations, may be supplemented by fines as high as five times the value of the 
merchandise. Persons and firms under investigation for illegal export transactions 
are denied foreign trading  privileges.

Irregularities under the customs law may be punished by fines from 2,000 to 
20,000 lire, while other infractions may incur the penalties contemplated by the 
penal code.

JAPAN
License requirements

Exports of strategic items to  Communist-bloc countries are str ictly  controlled. 
Licenses from the Japanese Ministry of International Trade and Industry are re­
quired for exports of any commodity on the Japanese export control list, which 
includes all items internationally accepted for embargo control.

End-use checks are made also on suspicious exports of strategic items, and 
IC/DV procedures have been utilized since April 1, 1953.
Transit controls

Intra nsit  cargo is offloaded under customs supervision and is normally kept 
in a bonded warehouse or other area under the complete control of customs 
officials.

Japan applies TAC procedures to certain offloaded intransit cargo destined 
for the Soviet bloc exported from any country cooperating in the TAC scheme, 
or which was exported from any country if the principal in the transaction is a 
resident of a COCOM country.
Financial controls

For balance-of-payments reasons, Japan closely controls its receipts and 
expenditures of foreign exchange. These controls are not related to security 
measures except indirectly in connection with trade  with Communist China and 
the Soviet Union. An import licensing system was introduced on April 1, 1961, 
for trade with Communist China, north Viet-Nam, Outer Mongolia, Albania, 
and East  Germany. Only north Korea is designated as a compulsory compensa­
tion (barter) transact ion area. Trade with the Communist-bloc countries is 
usually conducted on a cash settlement basis.
Shipping and hunkering controls

Japanese shipowners have been notified th at Japanese vessels are not author­
ized to carry s trategic goods to Communist China from Japan  or from any other 
country unless shipment has been licensed by a COCOM country.

Administrative measures also have been adopted to prevent foreigners from 
chartering or using Japanese vessels to carry contraband goods to Communist 
China or north Korea. The Ministry of Transportat ion has announced tha t 
applications for approval of a bareboat  or time charter  of a Japanese vessel to a 
foreigner must show tha t the charterer has guaranteed tha t during the period 
of the charter the vessel will not  enter any port  in Communist China or north 
Korea with strategic goods on board the  vessel unless the shipment has been 
licensed by a COCOM country.

The Ministry of Inte rnational Trade and Indus try, furthermore, has instructed 
Japanese oil companies not to furnish fuel bunkers to  any vessel carrying strategic 
goods to Communist China or north Korea unless the shipment has been licensed 
by a  COCOM country.

KOREA
License requirements

Authority for the control of exports and imports in Korea is derived from the 
Trade Law which came into effect on December 13, 1957, and was amended 
August 25, 1961. Article 6 stipulates that  exports or imports of goods falling 
under one of the following categories shall be prohibited :

(1) Exports to or imports from Communist countries or areas;
(2) Exports of goods for consumption in Communist countries or areas;
(3) Imports of goods manufactured or produced in Communist countries or areas.
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All exporters and importers must att ach to the ir customs clearance the  Fina l 
Consumption Certi ficate  and the  Consular Invoice and Certif icate of Origin, 
respectively, issued by the  consular represe ntat ives  or t he  relev ant agents . 
Shipping controls

Regulations  concerning En try  and Ex it Cont rols to Vessels sai ling t o and from 
Communist count ries or areas, which came into  effect on December 20. 1956. 
stipula te that :

(1) No vessels sailing from Communist countries or areas  are p erm itte d to 
enter into  Korean ports  unless the  sa id vessels have  entered into the  ports of 
the  free nations  a nd stay ed there over 6 months o r the  entry permit  into the 
Korean por ts was given by the  releva nt officials of  the  Min istry  of Tra ns­
por tation.

(2) All vessels sailing to Com munist countries  or areas shall not  be per­
mit ted  to ent er into  Korean  ports .

LIBE RIA
License requirements

The Liberian Bureau of Natura l Resources  and  Surveys issues expo rt permits 
for iron ore a nd diamonds. The app licant  for  a permit  to  export diamonds  must  
sta te the  quan tity and  value, por ts of dep arture  and  des tinat ion,  name and 
address of the  final consignee, name and  address of the carrier, and the  approximate  
date the  shipm ent will leave Liberia.

In  the  case of stra tegic goods being imp orted into  Liberia , the  final consignee 
is issued  a landing certif icate when he has complied with  all customs and  import 
regulations and  has actually received the goods. Reexp orts of such goods are 
only permitted  in  cases of e rror as to qu an tity, qua lity  a nd the like , and  then the  
goods can only be retu rne d to the  country  of origin . When applying for permis­
sion to reexport,  the  original  consignee must presen t his landing certificate. 
Transit controls

Ships using Liberian ports for transs hip ment purposes m ust  present a tran ssh ip­
men t manifest to the  appropriate Liber ian author ities. This  is necessary both 
for goods th at  a re warehoused at  th e p or t and  for goods th at  are passed  from ship 
to ship in th e basin. For goods transi ting Liberia  overland, the  Liberian autho ri­
ties requi re a land ing certifi cate from the  country  of dest inat ion after the goods 
have crossed the  Liberian border.
Shipping controls

Ships regis tered under the flag of Liberia are forbidden under Section 1.40 of 
the  Regulations of the Commissioner of Maritime  Affairs from carrying any 
stra tegic goods to the  Sino-Soviet  bloc or Cuba.  In orde r to ensure compliance 
with  this prohibition, no Liberian-flag vessel may proceed to any of the  above-  
ment ioned  areas  withou t the  prior approval of the  Liberian shipping auth orit ies.  
Any viola tion of thi s regulation  shall sub jec t the  offending pa rty  to cancellation  
of the  certifi cate of regis try of his vessel.

MALAYSIA
License requirements

Malaysia proh ibit s the  export of stra teg ic mate rials  to the  Sino-Soviet bloc.
The  export of stra tegic materials to coun tries  outs ide the  Sino-Soviet bloc is 

permit ted  bu t all applications for such exports  a re careful ly scrut inized and  indi­
vidual export licenses are issued only to those applicants who can produce con­
clusive evidence th at  the  goods concerned will not  reach the  Sino-Soviet bloc. 
The procedure  adopted is to  requi re exporte rs to produce ICs from the  countries 
of des tina tion  prio r to the  shipm ent of the stra teg ic material s and  DVs with in a 
reasonable  period  a fte r the shipment of the  s trategic materials.

TH E NE TH ER LA ND S
License requirements

All exports from the  Netherlan ds are sub ject to export controls. However* 
individual licenses are required only for a small percentage of the  exports of 
industrial  products.

Most  industrial  expor ts are effected under general licenses. Both general 
licenses and  individual licenses are issued by the  “Centrale Dienst voor In-en  
Uitvoer” (Cen tral Import and Exp ort Office) in The Hague.

Individual export licenses are required for all s trategic  goods; only tran sactions 
with a value of less than  $250 (U.S.) and with an approved  dest ination are ex-
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ce pt ed . The  I C /D V  sys te m  is a pp lied  ext en sive ly . In  ca ses in vo lv in g th e  e xport  
of st ra te gic  g oods to  co un tr ie s no t part ic ip ati ng  in  t he  I C /D V  sy st em , th e  e xport er  
ca n be  ob lig ed , be fo re  th e  license is gra nte d, to  pr ov e th a t th e  goods wil l be  im ­
port ed  in to  th e  co untr y  m en tion ed  in th e  ex po rt  lic ense  as  th e  co untr y  of  final 
des tina tion  and is of te n ob lig ed  to  pr ov e th a t th e  go ods ha ve  been  im port ed  in to  
th a t co un try.

Final ly , whe n a sh ip m en t lea ve s th e  co unt ry , th e  cu stom s au th ori ti es  hav e th e  
ri gh t to  sa tisf y th em se lv es  th a t th e goods to  be  ex po rt ed  ar e  id en tica l w ith  th e  
de sc ript io n giv en  in  th e  ex por t lice nse , and th a t th e  di re ct io n in which  th e  sh ip ­
m en t is be ing se n t is no t in co m pa tibl e w ith th e  fin al des tinat io n  m en tion ed  in th e  
licens e.
Tra ns it controls

P urs uan t to  ro ya l de cree  re ga rd in g th e  t ra n s it  co nt ro l of  s tr at eg ic  co mmod iti es , 
st ra te gic  goods  se nt from  spec ifica lly  m en tion ed  co un tr ie s or  sh ip pe d on th e  
be ha lf  o f re side nt s of some of  th es e co un tr ie s,  which  a ft er un lo ad in g pa ss  in tr a n s it  
th ro ugh  th e  N et he rl an ds , ar e  su bj ec t to  co nt ro l ov er  th e ir  des tina tion .
Fi na nc ia l controls

All fin an cia l tr an sa ct io ns by  N et he rl an ds re side nt s in vo lv in g pay m en ts  to  or  
rece iv ed  fro m a part y  abro ad  ar e su bje ct  to  for eig n ex ch an ge  licenses . Thr ough 
th e  mea ns  of th es e licenses , it  is po ss ible to  co nt ro l tr ia ngu la r tr an sa cti ons in 
which  a N et he rl an ds  re si den t is in vo lv ed  as  a m id dl em an . W ith in  th e  fram e­
wor k of th es e co nt ro ls,  th e  IC /D V  sy st em  is als o ap pl ied.
Ship pin g controls

Voyage co nt ro ls  h av e be en  i n st it u te d  w hich  a re  a im ed  a t pr ev en ting t he  ca rr iage  
of  ce rt ai n  st ra te gi c co m m od iti es  by  N et her la nds  sh ip s to  C om m un is t China , 
no rt h  Korea , and nort h  V ie t-N am  ex ce pt  pu rs uan t to  sp ec ia l pe rm iss ion.  

N ORW AY
Licens e requirements

E xport  licens es ar e re quir ed  fo r th e  ex port  of all  co mmod iti es  to  co un tr ie s 
out si de  th e  “e xp ort  fr ee -li st  a re a .”  T he  Sino -S ov ie t blo c co un tr ie s ar e not in­
clud ed  in  th is  ar ea , and ex po rt s des tine d fo r any of th es e co un tr ie s ar e su bje ct  to  
lic ensin g. For  sh ip m en ts  to  co un tr ie s in th e  “e xport  fr ee -li st  a re a” ce rtai n 
st ra te g ic  an d o th er  goods pr od uc ed  in N or w ay  re qu ir e ex por t licens es.  Th e 
lic en sin g auth ori ti es  us in g ex is tin g po wers ca n pre ve nt,  fo r se cu ri ty  reason s, 
th e  ex po rt  of an y co nt ro lled  ite m.

N or way  ap pl ie s IC /I )V  pr oc ed ur es .
T ra nsi t controls

Goods  which  ar e to  pa ss  th ro ugh  th e  te rr it o ry  of N or w ay  m ay  be  re ex po rted  
w it hou t licens e on ly  if it  is cl ea rly  s ta te d  by  th e ir  co nv ey ing do cu m en ts  th a t th e 
goods are  go ing  s tr a ig h t to  th e  fore ign  des tinat io n.  If  t h e  re ex port  does no t ta ke  
plac e w it hi n 90 da ys , a Nor weg ian ex por t lic ense m ust  be  se cu red.  The  des tina­
tion  list ed  on th e  or ig inal  do cu m en ts  m ust  re m ain th e  same,  and  th e  goods m ay  
no t be  tr an sf or m ed  in  any w ay  du ring  th e ir  st ay  in th e  co untr y. The  cu stom s 
au th o ri ty  ap pl ies a co nt ro l to  th a t eff ect. An ex port  lic ense is re qu ir ed  fo r all  
co mm od iti es  in tr an s it  to  a So viet -b loc countr y  ev en  th ough th e  re ex po rt  ta kes 
plac e w ithin  90 da ys . Ther e ar e no  fre e po rt  ar ea s in Norway .
Fi na nc ia l controls

Exc ha ng e co nt ro ls  ar e m ai nta in ed  by  th e  G ov er nm en t th ro ugh th e  B an k of 
N or way . Tra ns fe rs  of ca pital  fro m N or way  ar e su bje ct  to  lic ense by  th e  Ban k.  
R ec eipt s of for eig n ex ch an ge  a s a re su lt of  exp or ts  and/o r o f invi sible tr an sa ct io ns 
m us t be  su rr en de re d by  re si de nt s to  th e B an k of  N or way  or  to  au th ori ze d for eig n 
ex ch an ge  ba nk s.  Thi s is nor m al ly  do ne  w ith in  th re e m onth s aft er sh ip m en t ha s 
been mad e.

N or way  es ta bl ishe d no nr es id en t kr on er  co nver tibil ity  for  curr en t tr ansa cti ons 
on  Dec em be r 29, 1958. B ilat er al  clea rin g ac co un ts  w ith  max im um  sw ing  cr ed its 
ha ve  been  re ta in ed , ho wev er , fo r all  of th e  So viet -b loc co un tr ie s ex ce pt  Bul ga ria.  
$ta'ppfn<7 controls

The  No rw eg ian  Fo reign Office an no un ce d pu bl ic ly  in Ap ril 1953 th a t th e  
Norweg ian w ar  risk  in su ra nc e grou p had  re fu se d to  in su re  Norweg ian ve ssels  
de liv er in g st ra te gi c ar ticl es  to  Com m un is t Chi na  an d nort h  Kor ea n port s.  T he 
Fo re ign Office  als o an no un ce d th a t Norwe gian  sh ips ha d no t vio la te d th e U nited  
N at io ns  Res olut ion of M ay  18, 1951, pr oh ib it in g t he  ship m en t o f s tr at eg ic  m at er ia l 
to  C om m un is t China  an d no rt h  Korea .

30 -6 42 —64— pt. 1----- 23
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PAKIS TAN
License requirements

Export trad e is regulated bv the  Chief Contro ller of Imp orts  and Exports, 
whose office comes under  the Ministry  of Commerce. In general, import licenses 
are issued by the  Chief Controller of Impor ts and Exports, although such article s 
as foodstuff's, livestock, et cetera are contro lled by the  Min istry  of Food and 
Agriculture . The basic legislation from which the  present import-e xport control  
svstem in Pakistan has developed is the  Imports and Exports  (Control) Act, 1950. 
Generally  speaking , all imports into Pak istan requi re relevan t licenses with  the  
exception of: defense imports made by the  Central Government, or goods im­
ported directly by government  dep artm ents, in tran ssh ipm ent  to a cou ntry  ou t­
side Pakistan^ manifested for a cou ntry  outs ide Pak istan which on import into 
Pakistan are bonded for reexport to th at  coun try, imported by an indiv idual  as 
passenger baggage, supplied  free of charge in replacement of goods previously 
imported which have been found to be defect ive or otherwise unfit for use. 

Transit controls
If an item is brou ght into a Customs bonded warehouse  in Pak istan, it cannot 

be declared in transi t to ano ther country  unless th at  country is noted as the  
final destination on the  original shipping documents and the  Pak istan Bill of 
En try  form (generally prepared  by a local approved  licensed forwarding agent 
who then files a  transshipment permit  with  the  Customs).
Financial controls

The Sta te Bank of Pakistan  exercises str ict  controls over all tran sac tion s in 
foreign exchange under authority  of the  Foreign Exchange Regula tion Act, 1947. 

PANAMA
Ship ping  controls

Panamanian  Decree No. C31 of August 18, 1951, as amended , proh ibit s the  
following types of a ctiv ity by Panamanian-f lag vessels:

(1) Calls at  nor th Korean  or Communist Chinese port s;
(2) Carriage of war mate rial to Hong Kong, Macau, Far  Eas tern  Soviet 

ports , or adjacent marit ime areas;
(3) Carriage of war mate rials  to any place from which “the re are grounds 

for susp ectin g” the war materia l will be diverted  to nor th Korea or Communist 
China ;

(4) Calls at  Cuban ports , or transp ortation of any type of goods destined 
to or coming from Cuba.

PORTUG AL
License requirements

Exports to all foreign dest inations are subject to prior  regis tration  or license 
control. Exports  to Portugal’s overseas provinces have  been exempt from the 
license requireme nt since August 14, 1962. Licenses are  n ot approved  for export  
of stra tegic  m ateri als to the Soviet bloc. Licenses for export of stra tegic  material 
to other areas are gran ted only afte r assurance has been obta ined  th at  the  goods 
will be imported into the coun try ment ioned  in the  export licenses as the coun try 
of final de stina tion. Portugal implements the  IC/D V procedures.

Impor t and export licensing activ ities  are exercised by the  Division of foreign 
Trade of the  Min istry of Economy and  by other delegated agencies. In the 
Portuguese  overseas provinces imports, exports, and reexports are sub ject  to li­
cense and exchange  control by designated agencies of the  provincial governments. 

Transit controls
In tra ns it cargo is offloaded under  customs supervision and  is s tored under the 

comple te contro l of customs officials. If the  goods are not forwarded within 60 
days  a Portuguese reexport license must be secured. The destination listed on 
the  original documents mus t remain the same, and the  goods may not  be tra ns­
formed in an y way during thei r stay in the  country. A reexport license is requi red 
for all commodities in transi t to a Soviet-bloc  coun try even though the  reexport 
takes place within 60 days.
Financial controls

The financial aspec ts of trade contro l are coordinated with the Ministry  of 
Finance through  the Bank of Portugal . Imp orts  and exports are subject to 
exchange controls, implem ented thro ugh  the  prior regis tration process.
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Ship ping controls

Portugal does not  exercise voyage licensing, bu t Portuguese vessels plying be­
tween  Euro pe and  Macau have been ins tructed not  to accep t cargo for Macau 
unless it is covered by a Macau Import Certificate. There are no Portuguese- 
flag shipping services to Soviet-bloc ports.

FE DE RA TIO N OF RHODESIA AND NYASALAND 
License requirements

In case of stra tegic mater ials expor t licenses are issued on submission of an Im­
port Certif icate from the impor ting country . Delivery  Verification certificates 
are  required.

Strategic material s are defined by the  Federation for export control  as:
(1) Impleme nts of war, atomic energy  materials of stra tegic value and 

items of p rima ry strate gic significance used in the  production  of arms and 
amm unit ion and othe r implements of war, including the  following metal s: 
Beryllium, cobalt,  tan talu m, uran ium, lithiu m, columbite , niobium (co- 
lumbium),  thorium, germanium, tita niu m,  nickel, and  any materia ls con­
tain ing such metals.

(2) Lead in any  form.
(3) Minerals  raw and treated (including residues and tailings) which 

conta in by weight  at  least 0.05 per centum of uranium or thor ium or a com­
bina tion thereof and, withou t derogation from the  generality of the  fore­
going, including: monazite sand and other ores conta ining thorium, carn otite, 
pitchb lende  and othe r ores conta ining  uranium.

Arms and amm unition are subject to licensing under other regulations. Ex­
ceptions  a re made  in cases of personal pro per ty of touris ts.
Transit controls

No tran sit controls  are applied to  stra tegic m aterials per se. Strategic  material s, 
along with all o ther goods in tr ans it, are subj ecte d to normal  precautions to pre­
vent evasion of customs duties.
Financial controls

No special financial controls are exercised with  respec t to stra tegic material s; 
the  proceeds of all exports  have to be transferred to the Federation und er existing 
exchange contro l regulations.

SEN EGA L
License requirements

Export licenses are required  for the  following commodities: diamonds, all 
minerals, peanuts and  pean ut derivatives, palm kernels and  palm oil, poisonous 
substances, sisal, cotton, rice, mil let, corn, and  coffee.

Impor t certif icate  requirements consist of a “Certificat d’Origine .” Exp ort 
licenses and imp ort certificates are issued by the  Bureau of Foreign Commerce. 
Transit controls

Internatio nal  tra ns it must be authorize d by the  Ministry of Finance. Only 
certain proven firms are enti tled to handle such goods. These are the railroad, 
shipping lines, airlines , and two or thre e very large transp ort  firms. Tra nsp ort  
firms mus t make  a customs declaration and  a wri tten  guarantee given in case of 
fraud.  This guarantee must be cosigned eith er by a bank or by a repu table 
Senegalese firm. Almost all merchandise unde r inte rnational tra ns it is destined 
for Mauritan ia.
Financial controls

Foreign exchange is controlled by the Exchange Office, which keeps a str ict  
accoun ting of all foreign exchange made available to Senegal. It  does this  by 
making certain th at  the  license applicatio n conforms to the  description of goods 
listed on it as to qua nti ty,  price, currency to be paid, et  cetera. All foreign 
exchange earned by Senegalese expor ters must be turned  in to the  Exchange 
Office for local currency. All foreign exchange is then  repatr iated to the Exchange 
Stabil ization Fun d of the Franc Zone.
Shipping controls

Shipping contro ls are administered by the Merchan t Marine section of the  
Minis try of Tra nsp ort  and Telecommunications  and come under the  Senegalese 
Marit ime Code promulgated on March 14, 1962. This code conforms to two 
international mar itime conventions—In ternational Convention for the Pro tect ion
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of Hum an Life on the  Seas (Sauvetage de la Vie  H umaine en Mer) and the  London 
Convention on Shipping  Lines (Lignes de Charge). All natio nal or foreign ship s 
are subject to inspection before leaving Senegalese ports .

REPUBL IC OF SOUT H AFR ICA
License requirements

South Africa’s expo rt control regulations have remained virtu ally  unchanged 
in recen t years . However, in ea rly 1959 a consolidation  of these regula tions was 
made, which includes a list of items subjec t to  export contro l. This was published 
in the official G overnment Gaze tte No. 1050 of Jan uary 23, 1959.

Exporters are requ ired to  obta in perm its from the De par tment  of Commerce 
and  Industries for the  exportation of any item  on this  list, which includes items  
considered stra tegic . In addition to the  ord inary expor t permit  required for all 
items  on the expo rt contro l list, expor ters of items  classified as stra tegic mu st 
also file with the ir application to the De par tment  of Commerce and Industries  an 
Import Certificate executed by the  inten ded consignee. This Depar tment  has 
autho rity to require Delive ry Verification whenever it has reason to believe th at  
exported strategic  commodities have been diverted, transshipped  or reexported 
in violation of the  Im port Certificate undertaking.
Transi t controls

South Africa has no foreign trad e zones bu t a large amoun t of tran ssh ipm ent  
takes place in the  Republic’s ports, par ticu lar ly at  Durban and Cape Town, and 
to  a much less significant extent at the  internatio nal  airports  in the  Republic. 
In  order  for goods in tra ns it to be permitted into  storage warehouses at  these 
poin ts, the  D epa rtm ent  of Customs and Excise requires  tha t the y be covered by a 
tran sshipm ent  bill of lading. By arra nge ment with  the South African Railways 
and  Harbors Administ ration, sh ipments of this  typ e are  no t released for movement 
ou t of the  cou ntry  without  a board ing and  delivery order issued by Custom s 
authorities.
Financial controls

For  all exports, including those of stra tegic commodities, a foreign exchange  
decla ration must be subm itted by the  exporte r .and approved by one of the 
South African commercial banks authorized to  act  in this  regard in behal f of the 
Depar tment  of T reasury.
Shipping controls

The harbors and airports  of South Africa all come under the  jurisd iction of th e 
Railways and Harbors Administra tion. The  loading  of any shipment is not 
permit ted  by this  autho rity  until  it receives a collecting and shipping order from 
the  Depar tment  of Customs. Customs, on its part, will n ot issue such an order 
before it receives from the exporte r th e necessary export perm its and an approved 
copy of the  foreign exchange declaration.

THAIL AND
License requirements

All expor ts from Tha iland require approva l by the  Bank of Thai land as to 
des tina tion  and currency paym ent terms . No expor ts are licensed to Comm unist 
China and nor th Korea and’only negligible quan titi es of expor ts are licensed for 
the  Soviet bloc. No exports  to the Soviet  bloc are of a stra tegic character .

All imports  are subject to foreign exchange licensing controls . Twenty-th ree  
classifications are  subject to specific impor t licensing. The import of commodities 
fron Comm unist China or nor th Korea, with  n either of whom does Tha iland have 
diplomatic  relations, is not approved.
Transit controls

There are no free port areas in Tha iland. Its  principal port , Bangkok, is not 
on the customary trade  routes of C ommunist  China  or the Soviet bloc.

Financial controls
Exporters are requ ired  to rep atr iate foreign exchange  proceeds of sale and  to 

dispose of these to authorized commercial banks and  exchange dealers at  freely 
nego tiated rates genera lly within 7 days after receip t. The Bank of Tha iland 
closely controls all receipts and expenditures of foreign exchange.
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T U R K E Y
Licens e requirements

E xport  licenses  ar e re qu ir ed  fo r m os t of th e  im port an t export  co mmod iti es , 
in cl ud in g all  goods  co ns idered  to  be  of a st ra te gic  nat ure . T he goods which  
ar e su bje ct  to  ex po rt  licens es appear on  L is t I I  a tt ached  to  th e  Turk is h  for eig n 
tr ade  re gu la tion s issued  in Sep te m be r 1953. For  th e  goods appea ri ng on  th a t 
lis t, ex po rt  lic enses  ar e re qui re d fo r sh ip m en ts  to  al l des tinat io ns;  th e  licens es 
are  issued  by  th e  M in is try  of Eco no m y an d Co mm erc e, w ith  th e  ex ce pt io n of 
some ag ri cu ltura l co mmod iti es  fo r which  au th o ri ty  to  g ra n t ex port  lic enses ha s 
been  de lega ted to  ot he r or ga ni za tion s.  Go ods not ap pea ring on  L is t I I  may  
be  ex po rted  up on  th e  pre se nta tion  of a cu stom s ex it dec la ra tion  which  is ba se d 
on th e export er’s ap pl ic at io n.  All ex po rt s ar e su bj ec t to  st ri c t fo re ign ex ch an ge  
re gu la tion s.

Turk ey  ap pl ie s IC /D V  pr oc ed ur es  w ith re sp ec t to  th e  sh ip m en t of st ra te gi c 
co mmod iti es .
Tr an si t controls

Go ods which  ar e to  pa ss  th ro ugh  th e  te rr it o ry  of Turk ey  m ay  be  re ex po rted  
w ithout lic ense on ly  if all  sh ip pi ng  do cu m en ts  (in clud ing bil l of la di ng  an d sh ip ’s 
man ife st ) and oute r co nt ai ne rs  ca rr y th e  na me of th e  T urk is h  p o rt  of tr ansi t,  
th e  ph ra se  “ in tr an si t to ” and th e  na m e of th e  ci ty  an d co untr y  of des tina tion. 
Go ods en te re d  in tr an si t m ay  be  re ex po rted  w ithou t fu rt her co nt ro l;  howe ver, 
th e  G ov er nm en t re se rves  th e  ri gh t to  in sp ec t tr an s it  sh ip m en ts  in cases  of su s­
pic ion of ir re gu la ri ty . The  re ex po rt  of  goo ds co ve red by  “in tr a n s it ” bil ls of la d­
ing , w ithout an  ex po rt  licens e, is co nt in ge nt  on  pr oo f th a t th e  goods were no t 
pu rc ha se d w ith  for eig n ex ch an ge  m ad e av ai la bl e by  Turk is h auth ori ti es .

The  re ex po rt at io n of all  fo re ign  goods clea red th ro ugh T urk is h  cu stom s is 
su b je ct to  th e  auth or iz at io n of th e  M in is try of  Eco no m y and Co mmerce .

T he  T urk is h  G ov er nm en t is au th ori ze d by  law’ to  es ta bl ish fre e zones in  T urk is h 
po rts,  b u t th us fa r no su ch  fre e zone  ha s been  es ta bl ishe d.

Turk ey  ha s es ta bl ishe d TAC pr oc ed ur es .
Fi na nc ia l controls

S tr ic t ex ch an ge  co nt ro ls  ar e m ai nta in ed  by  th e  G ov er nm en t th ro ugh  th e  M in ­
is tr y  of F in an ce  an d th e  C en tral  Ban k.  Turk is h ex po rter s ar e re quir ed  to  sell 
to  a ban k in  Turk ey  th e  fore ign  ex ch an ge  pr oc ee ds  of ex po rts w ithi n 3 m on th s 
fro m th e  date  of ex po rt at io n and  w ith in  15 da ys of th e  date  of re ce ip t of th e  
for eig n ex ch an ge  by  th e  ex po rter s.  Fo re ign ex ch an ge  m ay  be  so ld  to  pe rson s 
an d firms  in Turk ey  on ly  by  ba nk s,  ag ai nst  per m it s iss ue d by  th e  M in is try of 
Fi na nc e.  All pa ym en ts  in fo re ign exch an ge , from  fu nd s av ai la bl e ab ro ad  to  
pe rson s and firms  in  Tur ke y,  ar e su bje ct  to  th e  auth ori za tion  of th e  M in is tr y of  
Fi na nc e.  O th er  ca pi ta l tr ansa cti ons in vo lv ing fo re ign ex ch an ge , by  pe rson s and  
firms  in Turk ey , ar e als o su bje ct  to  th e  auth ori za tion  of th e M in is tr y  of Fin an ce . 

U N IT E D  K IN G D O M
Licens e req uirement s

The  e xport  co nt ro l sy stem  in th e  U nited  K in gd om  is sim ila r to  b u t no t id en tic al  
w ith  th a t of  th e  U ni te d Sta te s.  I t  is ad m in is te re d by  th e  B oar d of  T ra de.  
A lth ou gh  th e  pr es en t sy st em  grew  o u t of  m ea su re s or ig in al ly  pro m ul gat ed  a t 
th e s ta rt  of  W or ld  W ar  II , it s p ri m ary  pu rp os e now is th e  re st ri ct io n  of  th e flow 
of st ra te gic  goods to  un de si ra bl e de st in at io ns.  T he U ni te d K in gd om  se cu ri ty  
tr ade  co nt ro l pr og ra m  wa s in s ti tu te d  in  1947.

The  U ni te d Kingd om  ex por t co nt ro l mec ha ni sm  oper at es  in  th e  fol low ing  
m an ner :

E xport  co nt ro l or de rs  wh ich  det ai l th e  ite m s su bje ct  to  co nt ro l ar e S ta tu to ry  
In st ru m ents , and revi sio ns  to  th em  ar e iss ue d th ro ugh H. M.  S ta ti onery  Office. 
T he  cu rr en t or de rs  pr ov id e th a t ce rt ai n  specified  goods ar e co nt ro lled  to  all  
des ti nat io ns;  ce rt ai n o th er spec ified  go ods ar e co nt ro lle d to  all  des tinat io ns o th er 
th an  th e  B ri tish  Com m on wea lth , th e  Rep ub lic  of  Ir el an d, th e  Rep ub lic of  Sou th  
Africa, or  th e  U ni te d S ta te s of  America.

S tr ic t co nt ro l is m ai nta in ed  ove r item s which  ar e pro hib it ed  ex port at io n  to  
ce rt ai n  ar ea s,  as,  for  in st an ce , ai rc ra ft , fir ea rm s, am m unit io n,  and at om ic  m at e­
ria ls.  T he  ex port at io n  of  a ra ng e of  goods of  st ra te g ic  im port an ce  to  th e  Sin o-  
Sov ie t blo c is pr oh ib ited .

T he  U ni te d K in gd om  ha s ef fecti ve ly  im pl em en te d IC /D V  pr oc ed ur es .
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Transit controls
The  U nited  Kingdom has had in effect since November  1951 a system  whereby 

certain items arriv ing from other count ries are subject to tran ssh ipm ent  control.  
Ind ivid ual  licenses are required for all of the items  on the  licensing li st before a ny 
of the  goods, after being landed in the  United Kingdom, can be tran sshipped to 
any  dest inat ion other than the  British Commonwealth, Ireland, and  the  L nited 
States. The  present control is operated over all goods embargoed to the  Sino- 
Soviet  bloc. In admin istering the  control , the  British  author ities normally gra nt 
licenses when they  are satisfied th at  the  goods will n ot be dive rted  to the  Soviet 
bloc, Communist China, etc., con trary to the  wishes of the  exporting  country.

The  United Kingdom also cooperates fully in the  impleme ntation of the  TAC 
scheme.
Transaction controls

As one of the  reinforcement measures to strengthen  secur ity controls agreed 
when the  Soviet-bloc  embargo list was reviewed in 1954, the  United Kingdom 
introduced a control on merc hanting  transactio ns operative from Jan uary 7, 
1955. This  control  p rohib its the  disposal by persons  in, or ordinarily  resident  in, 
the  United Kingdom of specified stra teg ic goods which are situ ated outs ide the 
United Kingdom to any autho rity  of, or person in, the  Sino-Soviet bloc, or to 
any  oth er person if the  person disposing of the  goods has reasonable  cause to 
believe th at  the  goods will be imported dire ctly  or indi rectly into the  Sino-Soviet 
bloc. The  goods covered by the  control are those  which are subject to embargo 
for Soviet-bloc countries.

S ta te m e n t  on  t h e  B e r n e  U nio n  1

The Berne Union (founded Jan uar y 1, 1934) is a forum for discussion of mem­
bers’ commercia l cred it policies for the  purpose of avoid ing cu tth roat  trade 
warfare thro ugh  exploitation of unfair competition on government-guaranteed 
credit term s. Article  2 of the  sta tu tes (approved  Jan uary 29-30, 1962) sets 
for th the  objectives  of the  Union and  the  commitm ents of the  members for 
exchange  of in forma tion.

Briefly, the  purpose of the  Union is to  work for the  rationa l development of 
credit insurance  in the  inte rnational field by the  exchange of information and 
views on essential questions of cred it insurance.

Thus  the Union represents  a mechanism  for attem pting  to reach a consensus 
on acceptable pract ices rather tha n a firm agreemen t on uniform policy. The  
substance of the  consensus will not  be found in the sta tu tes or in other forma l 
stipulat ions.

It  can, however , be sa id th at  the re is endorsement by most Berne Union mem­
bers  of the  desirability  of a 5-year-or-sho rter limi tation for designated categories 
of shipments (common exceptions are shipbuild ing and je t airc raft  where credi t 
terms  go to 7 years) , of a 20-percent downpayme nt and of a rule th at  t he  priv ate 
exporter should bear at  least  15 perc ent of the risk. There may be devia tions  
from the  downpay ment and share-of -risk rules in partic ula r cases, bu t members 
keep each other informed on the ir pract ices.

Membership in the  Union is by insuring  or guarante eing  ins titu tions rather  
than  by governments as such. 'The guaranteeing ins titu tion s of 18 count ries 
are represente d. In the  case of the  Uni ted Sta tes it is the Ex port-I mp ort  Bank . 
The  countries represented are the  Uni ted States,  Canada, the  Uni ted Kingdom, 
Norway, Sweden, Denm ark, France, Germ any,  the  Netherlands , Belgium, 
Ita ly,  Switzerland, Austria, Spain , Israel, the  South African Republ ic, Australia,  
and India.

> P repared by the  D epa rtm ent  of Commerce.
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