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EAST-WEST TRADE

FRIDAY, MARCH 13, 1964

UNITED STATES SENATE,
Coymyrrree oN ForeiGN RELATIONS,
Washington D.C.

The committee met, pursuant to notice, at 10:10 a.m., in room 4221,
New Senate Office Iillii[dilig, Senator John Sparkman presiding.

Present : Senators Sparkman, Gore, Lausche, Dodd, Il’ickenlllooper,
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 better 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.

OPENING STATEMENT BY SENATOR SPARKMAN

The Committee on Foreign Relations is today initiating a series of

hearings on the general subject of East-West trade.

Trade 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 industrial technol-
ogy, such as complete chemical plants and oil refineries. (Governments
of some of these countries are said to be on the verge of making avail-
able to the Russians long-term credits to finance these sales. We find
our policies inereasingly in conflict with those of our allies on many
of the problems that arise concerning trade with the Sino-Soviet bloc.

These developments raise important policy questions, both for the
United States and our allies. The issues involved must be considered
carefully, divorced from 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 mistrust among the allies.

VALIDITY OF T.S. TRADE POLICIES TOWARD THE 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 later. If they are, they should be restated and clari-
fied, and greater efforts should be made to persuade Western Europe of
their merits. On the other hand, if those policies are geared to condi-
tions which no longer exist, serve only to penalize American business-
men, disrupt our relationships with our allies, and fail to promote our
basic foreign policy objectives, they must be brought up to date.
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EAST-WEST TRADE

The Western nations should be alert to opportunities to normalize
East-West relations through trade in peaceful goods when such trade
is to our relative advantage. The questions of what goods, on what
terms and in what amounts deserve careful study from a policy
standpoint.

The committee believes that a review of both United States and free
world attitudes toward East-West trade is essential under the eircum-
stances.

WITNESSES AT INITIAL HEARINGS

Our principal witness today is Secretary of State Rusk. He is
accompanied by Under Secretary Ball.

Next Monday, the 16th, we will hear Secretary of Commerce Hodges :
on Friday, March 20, Secretary of Agriculture Freeman will testify
on this subject.

The committee will then decide how to go on from that point. But
this initiates a series of hearings on this very vital question.

Mr. Secretary, we are glad to have both you and Secretary Ball with
us this morning. We have your statement. We will be very glad for
you to proceed in any way you wish.

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

Secretary Rusk. Thank you very much.

Mr. Chairman, members of the committee, I am very glad to have a
chance to be here as the committee opens its study of this very impor-
tant subject of East-West trade.

Throughout our history, we Americans have held to the view that
trade in peaceful goods is a normal and desirable element in the
relations between countries. Our vast economy has been built on the
achievements of private enterprise; and American traders have cov-
ered the world. From the early days of the Republic our consular
and diplomatie missions have had the task of promoting foreign trade.
For the most part we have not distinguished, so far as trade is con-
cerned, between countries whose conduet and philosophy of govern-
ment we have approved and those we have disapproved.

Our allegiance to the principle of expanding trade has served us
well. We should depart from it only for compelling military, eco-
nomie, or political reasons.

Almost from the beginning of time men have interrupted trade by
blockades or sieges, but the concept of nations denying themselves
trading opportunities as an act of free will is a relatively recent one.
So long as wars were largely affairs of professional armies not in-
volving the total population, comprehensive economic warfare was
not relevant. Only since the late 18th century have nations accepted
the principle that trading with the enemy in time of war should be
discouraged, if not prohibited.




EAST-WEST TRADE
BACKGROUND 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 direc[e(f:\gainst
Britain and France wrecked the commerce of New England, but had
only a limited effect upon Britain and France.

Not until the First World War did the application of a general
trading-with-the-enemy principle produce a su hstantial 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 REVIEW TRADE POLICIES IN LIGHT OF COLD WAR

Today we are engaged in a contest with Communist power and am-
bitions that range around the globe. Like war itself this contest has
its military, political, and economic aspects. Inevitably, it involves
our trade relations, and for the first time we have faced the need for
:1][)1)13,-'ing instruments of economic denial in the absence of a general
100ting war.

The extraordinary nature of the cold war—neither war nor peace—
creates special complexities for the development of trade policies to
serve our vital interests. Such policies cannot be applied in any uni-
form or simple fashion in terms either of time or geography. For
that reason, 1t is essential that they be periodically subjected to criti-
cal examination. I take this to be the intention of the committee in
holding these hearings, and I welcome it.

s

OUR POLICIES TOWARD EAST-WEST 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 quarter 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 trading company, Amtorg, operated widely in the
United States, and American engineers and private corporations
helped to build industrial plants and installations in the Soviet
Union.

In 1935, after recogmition, we concluded a bilateral commercial
agreement with the U.S.S.R.

POSTWAR CONTROLS ON STRATEGIC TRADE TO U.S.5.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 strategic trade to
the Soviet Union and the Soviet-dominated countries of Eastern
Europe in the interests of our own security and that of other Western
countries.

Later that year, we began consultation with friendly industrial
countries for the adoption of parallel controls, In the atmosphere
of the Berlin blockade we were able to reach agreement with the prin-
cipal trading nations of Western Europe for the establishment of the
Consultative Group-Coordinating Committee (COCOM) system
which prevails today.

After the outbreak of the Korean war in 1950, the focus shifted to
the Far East. We Americans imposed a complete embargo on trade
and financial transactions with Communist China and North Korea,
and prohibited American vessels from calling at Far Eastern Com-
munist ports. In the circumstances of the Korean struggle our allies
joined with us in extending and tightening the COCOM strategic list,
until it came close to being a general embargo on industrial equipment
and raw materials to the Communist bloe.

1954 MODIFICATION OF COCOM STRATEGIC LIST

After 1953 this tight policy was relaxed. With the truce in Korea,
the death of Stalin, and the changes in climate 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 that the COCOM system warranted review in the light of
changed conditions. After extended negotiations in 1954, the COCOM
strategic list was substantially 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 statutes 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 statement.

THE OBJECTIVES OF OUR POLICY

Our trade policy toward Communist countries is an integral part of
our overall policy toward international communism, and we must view
it in this broad framework.

Our overall policy toward international communism has three
objectives:

(@) To prevent the Communists from extending their domain;
and to make it costly, dangerous, and futile for them to try to do
503

(6) To achieve agreements or understandings which could re-
duce the dangers of a devastating war; and

(¢) To encourage trends within the Communist world making
for an evolution toward greater national 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, military, and
political decision and capabilities in our interest. Under other cir-
cumstances, we may encourage trade for the same purposes.

Policies of denying or encouraging trade should not be applied in a
doctrinaire manner, They can be total. Or they can be selective—
aimed at those particular articles or commodities or services that have
a particular relevance to the military power or economic life of a par-
ticular country.

Since the Communist countries no longer form a completely mono-
lithic bloe in political terms, it follows that 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 trade
with Communist countries that take account of the differing problems
in four geographic areas.

(@) The Soviet Union.

() The Communist countries of Eastern Europe.

(¢) The Communist. countries of the Far East—Communist
China, North Korea, and North Vietnam.

(d) Cuba.

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

OUR TRADE POLICIES TOWARD THE U.S.5.R.

A fundamental fact conditions our approach to the restriction of
trade with the U.S.S.R. It isthat the Soviet Union has a largely self-
sufficient economy with a broad industrial base and a well-developed
technology. Its major lags and deficiencies are largely in agriculture
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 military-industrial base. This self-sufli-
ciency is particularly apparent with respect to Soviet advanced weap-
ons technology and military production capability.

In overall size Soviet industry is second only to our own and the
Soviet economy is closer to self-sufficiency than even the vast economy
of the United States. Certainly it is only marginally dependent upon
the products of the free world. Soviet imports from all free world in-
dustrial countries are running at a rate of only one-half of 1 percent
of the Soviet gross national product. As chart 1 shows, Soviet trade
with the free world has risen sharply 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:)

CHART 1
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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 matter of
long-term policy, however, it would be futile for the nations of the
free world to attempt to impose total economic denial on the Soviet
Union—even if they would all agree to do so. In view of Soviet self-
sufficiency, such a policy would make little strategic sense. It would
have only a marginal effect on the Soviet Union and would deny the
benefits of trade to many non-Communist countries.

POLICY OF SELECTIVE CONTROLS ON TRADE WITH U.S.5.R.

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

The hard core of that policy is a program of denying to the U.S.S.R.
commodities, weapons, and mr_'.hnn{n;:_\' of direct military significance.
This program has been conducted through the COCOM 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 that no free country should
become overdependent on the Soviet bloe for critical commodities,
such as oil.

Tn addition to our NATO and COCOM arrangements for restricting
trade in strategic military 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 dif-
fienlt day-to-day problems of administration.

Our ability to limit the flow of technology to the Soviet Union is,
of course, severely circumseribed by the fact that 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 strategic goods and technology. We
permit the flow of trade in consumer goods as well as In most types of
equipment for the production of those goods.

SOVIET PURCHASE OF UNITED STATES WHEAT

We have, for example, carried on a small trade in agricultural
produets. Our recent decision to sell wheat to the Soviet Union was
an extension of this practice. The reason that it attracted so much
attention was its magnitude and unusual character. Traditionally,
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 greatest part of Soviet import requirements. Kven
the full 214 million tons the Soviet Union at first considered buying
from us for its own use would have amounted to no more than 314
percent of normal Soviet bread grain production.

TRADING POLICIES WITH EASTERN EUROPEAN COUNTRIES

Our trading policies with Eastern European countries must take
into account facts, relations, priorities, and possibilities, different from
those that 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,
their imports from the industrial West have risen to approximately
2 percent of GNP and are of considerable qualitative importance to
their industrialization programs.,

TRADING POSITION OF EASTERN EUROPEAN COUNTRIES

We might turn for a moment to the charts for some useful insights
into the trading position of the Eastern European countries. Chart 2
shows that the bulk of Eastern Europe’s trade is with other Com-
munist countries.

(The chart referred to, chart 2, appears on p. 8.)

EASTERN EUROPE'S CURRENT TRADE WITH WESTERN EUROPE

The trade of these countries with the free world has inereased sub-
stantially in recent years. As chart 3 shows, however, Eastern
Europe’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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10 EAST-WEST TRADE

TRADE A8 INSTRUMENT TO INFLUENCE CHANGE IN EASTERN EUROIE

Nearly all of the Communist. countries of Eastern Europe are trying
to reduce their economic dependence upon the 1.S.S.R. They are
showing a nostalgia for their historic relations with the West. They
are trying to increase their trade and other contacts not only with
Western Europe but with the United States.

In our trade policies toward the individual countries of Eastern
Europe we have sought to encourage tendencies toward greater inde-
pendence of action. Where countries have demonstrated a will to
develop their policies and institutions along national lines, and have
sought closer economic relations with the [ﬁﬂtcd 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 POLICY 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 guerrilla aggression against 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 part of Yugoslav
foreign trade. The United States and other Western countries sup-
ported Yugoslavia's assertion of independence with substantial 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, Asa
result, more than 70 percent of Yugoslav trade is now with the West.

The development of fruitful economic relations with the West has
helped Yugoslavia to break loose from the Soviet pattern of economic
and political administration. Along with its large measure of de-
centralized economic administration, it has developed many elements
of a market economy. Political 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 shortages that plague the highly
centralized economies of the Soviet bloc.
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Over the years, the Yugoslav example has strengthened the forces
of nationalism and independence within the Eastern European coun-
wries. Our policy of treating Yugoslavia in a special manner has paid
2ood dividends.

TRADE POLICY TOWARD POLAND

Poland is another special case. The events of 1956, which brought
the Gomulka government into power, were an attempt to reduce
Soviet domination. Since then, Poland has generally sought improved
relations with the West, including the United States.

The United States has responded by providing assistance through
Public Law 480 programs and the Export-Import Bank. Later, 1n
connection with the conclusion of a claims settlement, we restored most-
favored-nation tariff treatment to imports from Poland. We also
adopted a more liberal policy on licensing exports from the United
States to Poland.

Today we operate an extensive information program in Poland,
and can maintain broad contact with the Polish people. The Polish
agricultural system, with its small percentage of collectivization, is a
conspicuous departure from the Soviet model. As with Yugoslavia,
the Polish example has had its effect on the other countries of Eastern
Europe.

EMBARGO ON TRADE WITH COMMUNIST CF IINA. NORTH KOREA, AND
NORTH VIETNAM

Since 1950 the United States has maintained a total embargo on
all our trade and financial transactions with Communist China and

North Korea. We do not permit American ships or aircraft to touch
at the mainland. This embargo has also been extended to North
Vietnam.

None of these areas—and particularly Communist China—is hi%hly

vulnerable to a policy of total denial of U.S. trade. All can trade in

nonstrategic goods with other free world industrial countries.

TRADE OF COMMUNIST CHINA

As chart 4 shows, Communist China’s trade with the free world con-
tinues to be significant, while there has been a sharp fall in its trade
with the U.S.S.R.

(The chart referred to, chart 4, appears on p. 12.)

POLITICAL CONSIDERATIONS IN TOTAL TRADE EMBARGO

Our decision to impose a total trade embargo is based primarily
upon political considerations. Kach of these Communist countries
is actively engaged in aggressive activity. Hanoi is guilty of aggres-
sion in Laos, and South Vietnam in violation of the Geneva accords of
1954 and 1962. The Peiping regime incites and actively supports
these aggressions. Red China has attacked India and continues to
threaten the south Asian subcontinent. It persists in its threats to
attack Formosa. In North Korea our soldiers still patrol the truce
line where acts of violence continue to occur.

When regimes are engaging in aggressive activities of such character
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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 WITH CUBA

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

Our restrictions on trade with Cuba are part of our total effort—
under the policies of the Inter-American system as expressed at
Punta del Este—to isolate Castro’s regime and to counter the threat
that it poses for the hemisphere.

Cuba has always been heavily dependent on imports. Before
Castro, imports from the free world—principally the United States—
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.8. OBJECTIVES IN RESTRICTING TRADE WITH CUBA

Cluba 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 bring down the Castro regime. What
it can do is to help us achieve four limited, but nonetheless substantial,
objectives:

First, to reduce Castro’s will and ability to export subversion and
violence to the other American States;

Second, to make plain to the people of Cuba that Castro’s regime
cannot serve their interests:

Third, to demonstrate to the peoples of the American Republics
that 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 prohibits all exports to
Cuba, except nonsubsidized food and medicines, and embargoes all
imports from Cuba. We have cut off financial transactions with
Cuban citizens and limited Cuba’s access to Western shipping services.

TRADE OF CUBA

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

(The chart referred to, chart 5, appears on p. 14.)

Participation 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 supporting Castro has so far 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 abouf 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.

CUBAN POLICY RELATED TO SECURITY NEEDS OF THE WESTERN HEMISPHERE

Obviously, we are disturbed when other free world countries su[)pl}'
products that cannot help but increase Castro’s capacity for mischief.
Some of our European friends, for example, have contended that the
sale of 400 buses 1s not likely to add much to Castro’s capabilities.
Yet 400 additional buses wuufd almost double the public transport of
Havana. Without this replacement of existing transport 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
mi\:‘o:ul locomotives now under discussion with 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 part of that 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 ease and
should not be allowed access to supplies of critical goods from the
free world.

FINANCING SBALES THROUGH SHORT-TERM 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 that sale should not go forward on
a normal commercial basis. International transactions are normally
not handled on the basis of cash on delivery, particularly 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
that would have applied if the wheat had been sold to a non-Com-
munist country.

PROBLEMS RAISED BY EXTENSION OF LONG-TERM CREDITS

While short-term credits are a normal facility in connection with
international trade transactions, 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, it should be forced to face up
to the internal adjustments that its foreign exchange stringency re-
quires. These adjustments would include a greater emphasis on the
civilian sector of the economy and a shift 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 allied powers have reviewed the credit issue in NATO. While
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 that
no substantial credits beyond these limits have so far been granted
in connection with sales to the Soviet Union.

DIFFERENCES IN TRADE APPROACH OF UNITED 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 that 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 national produet.
Imports into the United Kingdom, however, represent 17 percent of
total British production ; the United Kingdom must export in order to
vay for the imports. For Germany the import ratio is 14 percent;
}'nr Japan 12 percent. These countries are naturally reluctant to
forego trading opportunities.

In addition, nations that are heavily dependent both on imports
and exports are acutely aware of their own potential vulnerability to
I}t';li(.‘ivs of economic denial. They hesitate, therefore, to set precedents
v sanctioning use of such policies as economic weapons against
others.

The Western European nations have had a great historic trade with
Eastern Europe. For them to give up that trade would mean losing
something substantial. On the other hand, U.S. trade with Com-
munist countries has traditionally been of limited importance.

MARGINAL EFFECTS OF TRADE ON BOVIET LIVING CONDITIONS

The implications of East-West trade are highly controversial.
Some of our allies argue that economic denial does not weaken Soviet
power, but rather slows down trends toward moderation in Communist
policy. The contention is that a well-fed Communist will have a
greater stake in the status quo and therefore become less adventurous,
less ageressive, 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 that a well-fed Communist is better 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 eould have only a marginal
offect on this issue. Whether the Soviet standard of living improves
depends primarily on the policies, both internal and external, of the
Soviet Government.

CONCLUSION

As you have seen, I have not attempted today to brealk new policy
ground. Rather, I have tried 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 appropriate at this stage. In the
course of your inquiry you will no doubt wish to examine additional
188Ues.

ASSESSMENT OF POSSIBILITIES FOR TRADE EXPANSION

For example, we are engaged in a realistic assessment of the possi-
bilities for the expansion of trade 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 institutional and other obstacles
to the expansion of trade between dissimilar economie and political
systems.

This leads further into the question of how we can most effectively
and advantageously carry on trading relations with state-trading
countries. Questions have been raised as to the protect ion of industrial
property and Communist trading and price policies. It may be that
the committes will find it useful to look into the ways in which the
Western European countries have conducted their substantial trading
relationships with Eastern Europe.

SUITABILITY OF LEGISLATION GOVERNING TRADE

Finally, you may find it useful to consider the sunitability of our
present body of legislation. Do our present laws provide us with the
most, effective means of adapting trade with the Communist coun-
tries to our political and economic interests? Would they permit us
to develop more nearly normal commercial r{'.]alimmhi{;s. if this 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. Yon may wish at a point to consider some of these questions
with us in closed sessions.

NEED FOR TRADE AS A POLICY INSTRUMENT TO FIT CIRCUMSTANCES

In my observations today I have tried to emphasize three points:

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 particular situations presented by different Communist
countries.
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Second, trading policies suited to one period in our relations with a
particular Communist country may not be equally appropriate at
another period.

Third, our national 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 total or selective, again
depending on circumstances.

Let. me add one further point. The use of trade with Communist
countries for national purposes is a matter for national decisions.
The volunteer efforts of individuals or organizations to impose their
private notions on onr overall trade policy can only frustrate the effec-
tive use of this essential national instrument.

AVOIDANCE OF DOCTRINAIRE APPROACH

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

On the one hand, yet us be quite clear that, 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 military issues dividing East and West.

On the other hand, let us be equally clear that 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 that we make dis-
tinctions among Communist countries,

We must not permit ourselves to be frozen in an arbitrary 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, that I have not stated conclusions
for the future in this changing situation. We in the executive branch
are studying these matters in great detail. We welcome the fact that
this committee is undertaking a similar study on the legislative side,
and we also know that private organizations are undertaking similar
studies; for example, you will have observed in the press that the U.S.
Chamber of Commerce is engaged in such a study. But what I have
tried to do today is to indicate some of the bases of our thinking 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 IAS ON SOVIET ECONOMIC AND MILITARY
POTENTIAL

Senator SpaREMaN. Thank you, Mr. Secretary.

You have given us a very good rundown on the situation, and a very
thonght 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 restrictive export policy had in the last
few years on the buildup of Russia’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 that a free access
to our capital markets would have made it possible for them to develop
their capital plant more rapidly 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 it necessary for them to dig
more deeply into their own resources for those things that are con-
sidered of strategic or military importance to them. I think that it
is also clear that the contrast in standards of living on the two sides
of the Curtain has developed pressures in the Soviet Union for 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 possibility that if the most dangerous and difficult
political issues can be someﬁnw brought under control and perhaps
resolved, all of us on their side as well as on ours have unfinished
business to which we would prefer to commit our resources.

Now, it is true that the Soviet Union is a large count with very
large resources. The Soviet regime has been able to develop a hi hly
industrialized capital plant capable of meeting most of their needs at
the present time.

I would not myself suggest that the effect of our trade restrictions
has been massive as far as the Soviet Union is concerned because their
dependence upon foreign trade has been relatively rather slight. But
on the other hand, given the circumstances of the postwar period and

the types of conflicts in which we were involved during that period, I
think that the general attitude of the West toward trade has had its
reason.

RESTRICTION ON SALE OF DIAMETER PIPE TO U.S.5.R.

Senator Spargymax. Speaking of this question of what effect our
policy has had—that is, how restrictive it may have been on their 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 that by our allies. I believe that later the pipe was pro-
duced in Russia, was it not?

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

Now, I think this is an issue w{:ich illustrates both sides of the prob-
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 V V estern
European countries refused to cooperate in building that pipeline, the
Soviets turned to do it themselves, and they are doing it themselves.

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

Secretary Rusg. Well, I think it did press them toward greater self-
sufficiency. It required them to use their own resources for this pur-
pose. Now what they might have used those resources for alterna-
tively would be a matter for speculation. But it undoubtedly moved
them toward greater self-sufficiency.

RELATIONSHIP BETWEEN COMMON POLICIES AND EXTENT OF TRADE

Senator SparkMmaN. What efforts are being made to work out a com-
mon policy for the developed countries in trading with the Soviet
Union? 1s there much hope that 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 bloe on the one side, and the
United States and the Soviet bloc on the other is not just a reflection of
different policy attitudes. As I indicated in my statement, Western
and Eastern Europe have historically been relatively important trad-
ing partners compared with the United States. This was true before
the Communist revolution and has been true since that 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
bloe, as in the case of oil. But there has been a much larger trade by
Western Europe with the Soviet bloc than by 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 natural trading partners 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 particular countries of the free world.

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

Well now, we don’t see Soviet products in large quantities that 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 rights 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 backeround the lend-lease settle-
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 1'.!-5.3.[(.'5 DEPENDENCY ON IMPORTS

Senator SearkMmaN. I noticed one interesting point you brought out,
that Russia’s free world imports from all free world industrial coun-
tries amount to only one-half of 1 percent of her gross national
product. I notice that imports account for only 3 percent of our gross
national product. So neither country is greatly dependent upon im-
ports, is it ?

Secretary Rusk. That is correct, sir. I think as far as we are con-
cerned, there are some important materials that would make life here
rather different if we did not have that 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 with many of
the countries of Europe, both in Western Europe and in Eastern
Europe.

LEND-LEASE SITUATION

Senator SparkumaN. By the way, you mentioned the lend-lease situ-
ation. Isthatin any state of negotiation ?

Secretary Rusk. It is not at the present time, Mr. Chairman, in
active negotiation. There was a very wide margin of difference at
the oceasion 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
negotiated at the present time.

EFFECT OF EAST-WEST TRADE ON SINO-SOVIET RIFT

Senator SparrymAN. Now let me ask you this last question for
just a brief answer,

What effect is an expansion of East-West trade likely to have on
the rift between Russia and Communist China?

Secretary Rusk. I think, sir, that in straight financial or trade
terms, this would not itself be a far-reaching and decisive element.
However, I think it is related to another issue that 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 prefer my-
self, to put the emphasis the other way around: that peace ean
contribute to trade, that there is a stake, from their point of view,
in trying to work out dangerous and difficult or explosive questions:
that there are some incentives to live in peace and that some of
those incentives could be in the trade field. But I do not myself
believe that the purely economic factors will play a major role in
deciding this dispute between Moscow and Peiping.

It is true that in the case of China, mainland China, they are
very pressed for resources. Their trade relations with the Soviet
Union have shown a very considerable change over the last 2 or 3
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vears. There has been a sharp drop in that 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 their growing population.
Senator SpargmaN. Senator Aiken.

EFFECT OF EMBARGO ON CUBA'S INTERNAL POLITICAL SITUATION

Senator Arkex. Mr. Secretary, just two or three questions. Has
Castro’s hold on the people been weakened since we embargoed the
shipment of so many s-nppsir-:c and commodities?

Secretary Rusk. We first began to impose limitations on trade
with Cuba in, I think, 1960. I would think, Senator, that it is fair
to say that 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, that 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 that were held out at an earlier stage.

There has been a reduction in Cuban productivity. There are
rationing regulations which remind each citizen that they are not
in a strong economic position, and I would think that there has been
a considerable contribution made by trade restrictions to the idea
that this is not the path for the future, this is not where the future
of the Cuban people lies, and this is not a pattern which, if exported
to other countries, would solve their problems in the economic and
social fields.

But I will be glad to submit to the committee, Mr. Chairman, some
statistical material to bring out more concretely what I have just said.

Senator Argex. 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 that the apparatus
of control is still in full authority there.

T.8.8.R. AS PRINCIPAL COMPETITOR IN WORLD MARKET

Senator Atken. Is Russia a principal competitor of ours in the world
markets, and in what commodities?

Secretary Rusk. No, sir.

Senator Atkex. In no commodities?

Secretary Rusk. Mr. Chairman, I wonder if it 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 their
exports of oil are a very small fraction of the total world market. No,
I would think that this is not our trading problem.

The competition among free world countries themselves is far more
vigorous and far more significant than competition with the Soviet
Union in economie terms.
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SOVIET DUMPING ON WORLD MARKETS

Senator Amxex. 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
that because he has been studying that problem? )

Mr. Barn. Senator, I would say that there have been situations
where, particularly with regard to raw materials, the Soviets have ap-
peared to try to use practices we might call dumping practices
order to establish themselves in a new market. The trend would in-
dicate that the pattern is that, once established in that ma rket, they tend
to conform their pricing policies to the prevailing prices in the market.
It is a device of penetrating markets rather than one that is habitually
practiced.

Now dumping is a concept which is very difficult to apply to an
economy that doesn’t have a market mechanism, because their pricing
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 that there is always the menace of dumping, parti-
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 state 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, it seems to adapt its pricing policies, and I think for quite good
reason, because it 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 Arkex. Would you say that subsidizing exports is a form
of dumping?

Mr. Bars. It has in many cases the equivalent effect—if the subsi-
dized exports, if the result of that is a price that is well below the
prevailing price of the market.

EXTENSION OF LONG-TERM CREDIT A8 A FORM OF DUMPING

Senator Aiken. Is the extension of unusually long credit terms a
form of dumping ? y

Mr. Barn. It is a form, again of expediting sales which gives an
artificial advantage to the country that practices it, at least on a tem-
porary basis.

Senator Amkex. Then, would you say that when other wheat pro-
ducing countries extend 5-year terms, whereas our limit would be 18-
month terms, on the zp:l}-‘lnont for wheat, that would be a form of
dumping on their part ?

Mr. Barn. It would be a form of——

Senator Amxex. Undercutting?

Mr. Barr. 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 pretty 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 Argex. That was normal, I believe.

Mr. Batr. You know with wheat sales of this magnitude, it is very
hard to say they are normal.

Senator ATREN. Yes.

Mr. Barr. Because they are really abnormal in terms of experience.

GENERAL 5-YEAR CREDIT LIMIT

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

Mr. Barr. There is always the danger of a credit race. That, of
course, is the reason why the nations have tacitly agreed under the sys-
tem to try to limit credit to 5 years as a general principle.

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

Seeretary Rusk. Good luck, Senator.

Senator SpargMan. Senator Lausche.

NEED TO EXERCISE FLEXIBILITY IN TRADE PRACTICES

Senator Lavscue. Mr. Rusk, I deeply appreciate the valiant job
that you are doing as Secretary of State, and I know that you are try-
ing to explore ways and means of securing the future 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 that the State Department has decided that the treat-
ment accorded to the Communists up until, let’s say, 6 months ago has
to be changed as far as international trade is concerned ?

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

I do think that the present situation is one in which very important
things are happening, that the world situation is in motion. I am not
prepared to say today that 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 indicating that consumer needs and that economic well-being and
that other elements are making their imprint in certain areas of the
Communist world, and we should be in a position where we can re-
snond to the opportunities as well as to meet threats in the trade field
as well as in other fields.




EAST-WEST TRADE 25

BASIS FOR THE COMMITTEE'S EXPLORING TRADE RELATIONS

Senator Lauvscue. I understand from what has been presented to
us that 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 particular circumstances
applied to a country. [ -

Secretary Rusk. Senator, again I am not yet in the position of
recommending that particular result, because we do trade in this coun-
try under legislative enactment, and the body of legislation affecting
our trade 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 particular piece of
legislation. But I think that 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 Lavscue. 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 that they thought
this subject was worth studying and I expressed the view at that time
that I thought it would be a good thing to study too. So I think I
would have to consult the record as to how it came up first, but I
recall that it came up in a discussion between myself and the com-
mittee.

REACTION OF PEOPLE IN EASTERN EUROIE TO TRADE CHANGES

Senator Lauscue. I see. If we change our policy with regard to
trade between the East and the West, what in your opinion will be the
reaction of the people in the Eastern European countries, as distin-
guished from the Communist governments, about what our decision
1s concerning their future status? I wish you would be brief in
answering that because my time is limited.

Secretary Rusk. Right, sir. I would think that 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 particular countries on this matter, but
in general T have felt that there is a desire on the part of the peoples
of those countries to establish more contacts with the peoples of the
West.

Senator Lavscue. 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, that we have decided
that the Communist form of government shall prevail and continue to
live, and that our commitment made in the Atlantic Charter—that
there shall be open, free elections—is abandoned ?

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

Senator Lavscue. I would like to ask some other questions.

It is suggested that a separate type of treatment be accorded to
China and North Korea and North Vietnam and Cuba, and that the
theory is with respect to Cuba, to quote the Secretary :

Cuba is, therefore, a country more than usually vulnerable to a policy of
economic denial.

Quoting further:

However, let me make it clear that such a policy in itself is not likely to
bring down the Castro regime. What it can do Is to help us achieve four limited,
but nonetheless substantial, objectives.

Our embargo on Cuba, if applied, will achieve four objectives:

First, to reduce Castro's will and ability to export subversion and violence
to the other American States,

If that principle is applicable to Cuba, isn't it likewise applicable to
Red Russia and Czechoslovakia if the embargo deters the exporting of
subversion

Secretary Rusk. Senator, I think there is both a practical and a
political difference in these two cases. On the practical side, Cuba
has been far 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 far as Eastern 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 INTERNAL SITUATIONS

Senator Lavscae. Turning to the second objective, you stated :

* * * to make plain to the people of Cuba that Castro's regime cannot serve
their interests.

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

Secretary Rusk. Senator, I think that we have not seen in Cuba
any signs of any significant changes in the character of that regime,
and the nature of the police state that Castro has fastened upon those
people. But there are important possibilities of change in Eastern
Europe. There have been changes in the internal structure and ad-
ministration 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 ean move toward
greater freedom, better relations with the West, more opportunities
for their citizens, less police control, better chance for intellectnals
and scientists to get on with their jobs and things of that sort.
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Senator Lauvscue. There are many who will not agree with the
statement that there is a change, and I am one of them.

Now No. 3:

* * * 5 demonstrate to the peoples of the American Republics that commu-
nism has no future 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 their lot from now on as far as
we are concerned ?

Senator Rusk. I think, sir, the fourth objective in that series

Senator Lauscue. I will get to the fourth.

Secretary Rusk. Yes. The fourth objective I think carries a com-
ment on that. This again turns upon whether one believes that 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 of the Castro revolution, there was a consider-
able feeling throughout the hemisphere that this revolution against
the Batista regime somehow carried with it great promise for the
future. But then when it became clear that this was solidly Com-
munist in character, then other people in the hemisphere began to pull
away from it. If we pin that point down, that this system in Cuba
is not the wave of the future in this hemisphere, I think that will be a
very important objective.

Senator Lavscae. Now I get to the fourth one.

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

If we increase the cost of maintaining a Communist outpost in the
Western Hemisphere as illustrated by Cuba, wouldn’t that same prin-
ciple be applicable to all of 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 that there are broad historical changes that
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.

PROHIBITION OF CREDITS PURSUANT TO JOHNSON ACT

Senator Lavscue. Now I would like to get to the subject of indebt-
edness of these Communist countries to our country. The Johnson
Act, as I understand it, prohibits the extension of credit by an
American exporter to a foreign purchaser if that purchasing nation
is in default on an indebtedness to the United States. Am 1 correct
in that understanding?

Mr. Barr. That is correct, Senator Lausche; yes, sir.

Senator Lavscue. Now the Johnson Act is still in effect, isn’t it?

Mr. Bavr. That is true, sir.

Senator Lauscae. And under the present law whoever extends
credit to a defanlting nation would be in violation of a criminal law ; is
that correct ?
~ Mr. Bat.. We don’t contemplate extending credit. What we have
indicated, as a matter of fact, in the case of long-term credits is that
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 Lauvscue. What about the private citizen who will extend
credit? Will he be in violation of that law ?

Mr. Barr. He is the one who is in violation because the Johnson
Act as it is drafted makes an exception for the Export-Import Bank.

Senator Lavscue. Yes.

Mr. Bavr. The Johnson Act as it was originally enacted was de-
signed to protect the private investor from the bad risk that 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.

] S(;natm' Lavuscue. Do you contemplate asking for a change in that
awse

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

LEND-LEASE INDEBTEDNESS AND THE JOHNSON ACT

Senator Lauscue. That answers the question. I have had prepared
for me a paper which shows that the Soviet Union owes our Govern-
ment $11 billion for lend-lease goods. It has repaid $110,520,000,
leaving an indebtedness of more than $1014% billion that has not been
settled. Do we consider that as an inhibition against private vendors
from selling goods, in the face of the provisions of the Johnson Act?

Mr. Barn. We consider the fact that 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 JOHNSON ACT

Senator Lavscre. 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. Barn, There is a further exception to the Johnson Aect, Sen-
ator Lausche, and that is with respect to any country which is a
member of the Bretton Woods institutions, the International Bank,
and the International Monetary Fund, particularly the Monetary
Fund I believe, that they are not subject to the provisions of the
Johnson Act.

Senator Lavscue. 1 see.

Mr. Barr. That is the case with Yugoslavia.

OUTSTANDING LOANS AND OTHER OBLIGATIONS OF COMMUNIST COUNTRIES

Senator Lavscue. I would like to put in the record here a list of
outstanding loans and other obligations owed the United States by the
Soviet bloc, Yugoslavia, Cuba, and other countries. The list includes
Bulgaria, Czechoslovakia, Hungary, Poland, Rumania, U.S.S.R.,
Yugoslavia, and Cuba.

1t runs into a very, very substantial amount.
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(The document referred to is as follows:)

Outstanding loans and other obligations owed United States by Soviet bloce,
Yugoslavia, and Cuba as of June 30, 1963 (other than lend-lease )

. Bulgaria: (¢) War and other claims of U.S, nationals________ £3, 143, 398

2. Czechoslovakia:
(@) World War I indebtedness. . 257, 647, 080
(V) Surplus property Credits ool 7, 536, 459

. Hungary :
(6) World War'1 indebtedness.. i Lol L Lliluel o 3, 935, 600
(&) Surplus property credits 8, 993, 069
(e¢) Export-Import credit guarantees (wheat and other
commodity sales—through Mar. 2, 1964) 20, 700, 000

Total 33, 628, 669

. Poland :
(a) World War I indebtedness. - 435, 478, 984
(b) Surplus property credits 17, 338, 000
(e¢) Public Law 480 sales (dollar repayments not due until
1967 ) ————— 7, 300, 000

(d) Claims of U.S. nationa 4, 000, 000
(e) AID development loans 59, 554, 000
(7) Export-Import Bank credits oo ]'~ &S, (00

Total

6. Rumania:
(a) World War I indebtedness 107, 569, 371
(#) Claims of U.S. nationals 500, 000

ORI 108, 069, 371

S.8.R.:

W nrl(! War I Indebtedness. . e 621, 420, 405
7. Yugoslavia :

(a) World War I indebtedness 78, 168, 718

(b) AID development loans___ - 184, 900, 000

(e) Public Law 480 sales__ Feseate __ L s 433, 856, 000

{d) Export-Import Bank Iu.llH____.__. LTS 70 . ¥ 63, 000, 000

Total e 759, !H" ’l\

. Cuba :
(a) Export-Import Bank loans. .o oo 36, 300, 000
(b) Expropriation of Nicaro nickel property, valued at___ 133, 000, 000

Loans considered in default (other than World War I loans)

Principal Interest

Qzechoslovakin.. ...
Hungary.

R B s e e T T

30-642—84—pt. 1
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Lend-lease to Soviet-bloc countries, and Yugoslavia

| |
Country Value of | Agreed settle- [Amount repaid Balance
shipments ment value | |

, 440 $172, 061 $172, 061 |

o 12,232, 880 110, 000 110, 000 |
- 11,047, 488, 702 110, 520, 386
32, 188, 847 , 000 600, 000 |

I I
5,008 |ooeeernaaonncnns] 110,808,347 |

1 No full agreement.
DISTINGUISHING PEOPLES OF COMMUNIST COUNTRIES FROM THEIR RULERS

Senator Lauscae. Now, to close, in my opinion, we must distinguish
the people of those nations from their rulers. Their 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 tell-
ing the world we szm'e gone to bed with the Communists, and I don’t
contemplate doing so. Thatisall.

Senator SeargMaN. Senator Hickenlooper.

Senator Hickexvoorer. I will pass.

Senator SPARKMAN. Senator }-}1111dt.

COMMITTEE PROCEDURE

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

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

Senator Muxpr. 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 vital to the security of this country and the
preservation of peace.

I am delighted that we are opening up hearings on a sharp departure
in American foreign policy, the impact 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 lightly or operate
under the limitations of time. I will go as long as you think I should,
but I think we should have him back.

TWO PRONGS OF FOREIGN POLICY

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 departure from the past insofar as our relationship to the Com-
munist-bloe 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 standard for one Communist country, and another stand-
ard for 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 pnlu'.\.'-

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-
yended over $100 billion in this period of time, with the concept that
ll.l_\‘ strengthening the free wnrh]l 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 T correct that that 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 institution of freedom and that is central to our foreign
policy and our relations to the rest of the world.

Senator Muxpr. That is correct. There is, as I see it, another prob-
lem moving as a companion to that one, and as I have c-nnneivwll it, a
very consistent second prong. That prong is that we try to restrict
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
strength and the might 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 fairly successfully, although expensively since
1948, and have kept about equal the balance between the free world
and the Communist world. Is that correct?

THIRD FACTOR OPERATIVE IN POLICY FORMATION

Secretary Rusk. Yes. I think there is a third very important ele-
ment, however, that should be added to those two.

Senator Mux~pr. Yes.

Secretary Rusk. And that is that because of our commitment to
freedom, we ought to be alert to the possibilities of encouraging,
helping to bring about changes within the Communist world itself
that will work to the advantage of the nations of freedom.

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

DANGER OF WAR ARISING FROM EAST-WEST CONFRONTATION

May I suggest there is a fourth general factor to get before us.
Am I correct that, as I see the world, our only chance of war in the
predictable future is a war between the Communist bloe countries
and the United States; that 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, that that is the only basis on which
a deeply damaging war would occur. Now this could happen in dif-
forent ways. There could be a dispute that arises somewhere else
in the world, in which the Communist world would get itself involved.

Senator Muxpr. 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 or any other area of the world except the Communist-
dominated area; is that right?

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

I would say, as a rather general matter, that 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 AGGRESSION

Senator Muxpr. Very good. Now let me make one other general
point.

Would vou 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 prevail: one, the Communists do not become stronger
(han the United States militarily, 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, third, that they themselves lose interest
in launching such attack or aggression, that is, the Communist world
itself.

Senator Muxpr. That would increase the likelihood of peace. It
wouldn’t increase the danger of war.

Secretary Rusk. Perhaps I was not following with the same syntax.

Senator Muxpr. The danger to peace, therefore, stems from one
of two sources, either a development of a superior strength and strik-
ing power and military posture by the Communists, or their mistaken
conviction that they have such superior forces.

Secretary Rusk. Right, sir.

BALE OF BRITISH BUSES TO CUBA

Senator Muspr. So I want to talk about this new program which
was launched last December. I think 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 international repercussion of the
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decision which was made on Christmas Eve was that just a couple of
weeks after that the British 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 that correct?

Secretary Rusk. I think so.

Senator Muxpr. Ithink my chronology is about right.

Secretary Rusk. Right.

Senator Muxvr. Now I agree with you that it is unfortunate they
sold the buses to Cuba, but I cannot quite see how we are going to h('
very persuasive—and I notice from the results of our visits to Britain
we have not been very persuasive—in trying to sell the British the idea
that they should not dlu as we do, but they should do as we tell 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 eredit that the Cubans want. And
they ({i([ it after we had sold on credit to an enemy of theirs and of
ours, but an enemy of theirs 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
British that they shouldn’t do what we have done, but that they
should do what we tell them to do?

WHEAT SALE TO U,S8.8.R. COMPARED WITH SALE OF BUSES TO CUDBA

Secretary Rusk. Senator, the wheat sale to the Soviet Union, I
think, is more accurately considered in relation to the trade between
the Soviet bloe 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 OECD countries and the Soviet
bloe.

So that in that 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 w ithin the general practice of the Western
countries at that 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 this 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 attitude toward the security problem as posed
in the Western Hemisphere.

I would think that is a distinetion which most of our friends, by
the way, have accepted.

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

Secretary Rusk. We have not been persuasive to the point of una-
nimity, Senator.

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

Secretary Rusk. No, no, no. I would like to submit——

Senator Muxpt. The sale of the buses is going on?

Secretary Rusk. Oh, we haven’t stopped the bus sale.

Senator Munpr. That is what I mean.
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Secretary Rusk. We haven’t stopped the bus sale.

Senator Munpor. We knocked on their 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 are right, but 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 that 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 trading massively with
the Soviet Union. They have not made any such argument.

Senator SearkmaN. Mr. Secretary, I want to remind you that your
time is quite short. I assured you that you could get away. By the
way, Secretary Ball will be able to continue. 2

RELATIONSHIP OF DE GAULLE TRADE POLICIES TO U.S. SALE OF WEHEAT
TO RUSSIA

Senator Muxpr. I will have to continue this at a later date in
public session with Secretary Rusk.

I will be glad to talk with Secretary Ball. But I want to point out
the third sad repercussion from our action in December was the loss
of a great ally, De Gaulle in France, from the standpoint of cooperat-
ing in foreign trade policies.

After 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, their 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 right to sell to
the people they consider their enemy.

Secretary Rusk. Senator, I am sorry that T must be leaving under
fire here, ?)ut I would like to say that these are not matters that
arise just from American foreign policy. We are talking 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 Munpr. But there is no denial of the fact, is there, that
these are all part of shots that followed the pulling of the trigger that
set this machinery in action. They fnllm\'e('l 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 pre-
text, but it was not a cause.

Senator Mu~xpr. The results are identically the same whether it is
cause or pretext.
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Secretary Rusk. Thank you.

Senator Seargman. Thank you, Mr. Secretary.

Do you want to continue questioning Secretary Ball?
Senator Muxpr. I will yield to Senator Dodd.
Senator SparkMaN. Senator Dodd.

Senator Dobp. Senator Gore, I believe, is next.

Senator Goge. I yield to Senator Dodd.
INTERNATIONAL POSITION OF POLAND AND YUGOSLAVIA

Senator Dobp. I don’t know if I have any questions except one that
bothers me. Senator Mundt has deseribed l‘l&‘. purposes of our for-
eign aid program. I guess we have spent about $100 Lil]ion on foreign
aid. I don’t recall how much has gone to Communist bloc countries.
Do you know, Secretary Ball

Mr. Barn. To the bloe countries? Well, so far as assistance is con-
cerned, we extended no aid to Yugoslavia while it was a part of the
bloc. To the extent that there has been aid given to Yugoslavia, it
has been after 1948 when there was a rift, and it has not been a part
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 Doop. I don’t care about being too technical about it,
whether we say Yugoslavia is a part of the bloc or not; in my judg-
ment, and for our purposes, it is part 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 that sphere and

they are on that side.

Mr. Bari. The position of Yugoslavia has been that it has a na-
tionalist approach toward the international problems. It has not
associated itself closely with the policies of the Soviet Union. Now
it is a Communist country. Distinet, I suppose——

Senator Dobp. Let me put 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. Barr. I think that one has to be extremely clear about what
kind of a showdown and under what circumstances.

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

Mr. Barw. I think there is a very real possibility that Yugoslavia
would attempt to maintain some posture of neutrality.

Senator Doop. Do you really believe that?

Mr. Bai. Again I think it depends upon the kind of——

Senator Dopp. I am trying to get at 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-
celption the Soviet. Union’s policy toward the free world. That is
what I am getting at.

Mr. Barr. I have made a distinetion, Senator, between Yugoslavia
and Poland.

Senator Dopp. T know what the distinctions are. I have been hear-
ing them. I think the fact of the matter is that about all of us recog-
nize that they are on the Communist side and not. on our side.
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Mr. Barr. They are certainly Communist countries.

Senator Dopp. That is all 1 am trying to establish. Would you
agree to that?

Mr. Barn. I would certainly agree that they are both Communist
countries, and that, so far as Poland is concerned, it is a part of the
Communist bloc.

AID TO YUGOSLAVIA AND POLAND

Senator Dopp. How much aid have we given them, roughly ?

Mr. Barn, I cansend the committee the figures.

Senator Dopp. T don’t want exact figures.

Mr. Barr. We will be glad to put them in the record, Senator. I
don’t have them offhand.

Senator Lavscue. What was that question, Senator Dodd ?

Senator Dopbp. How much aid, money, have we given to Poland,
Yugoslavia, or any other Communist country ? :

Senator Lavscue. I have the figures on Poland right here. Poland
owes us $1,042,558,984, about $600 million of which represents obliga-
tions since World War II. Reflected by the sale of surplus goods,
Public Law 480, is $477 million.

Senator Doop. All right.  Anyway, this is what is troubling me. T
understand that Yugoslavia has a foreign aid program of its own
through which it helps Communist countries to remain Communist,
and that is true of other Communist countries to which we have given
aid. Let me complete what bothers me. How do you make sense
out of this? If our foreign aid program is intended primarily to re-
duce the effectiveness of the Communist bloc against the neutrals of the
free world, to make it less likely that countries not now in the bloc will
go over to them, what sense does it make to be giving aid to Communist
countries which in turn give aid to other countries to induce them to
become Communist ?

Mr. Barr. The orientation of Yugoslavia so far as the less developed
countries are concerned has been to attempt to take some leadership
role with the nonaligned countries. Now one can argue as to the extent
to which this is an effort to turn them into Communist countries or,
on the other hand, is an effort to build the power position of Yugo-
slavia as a state which is nonalined and which regards itself as not
attached closely to either bloc. But what we are talking about, Sena-
tor Dodd, is playing for a fairly long-term future, in recognition of
that fact that the world is an evolving world. Tt is not one that is
going to be static and frozen forever, because there are generations
coming along which have new ideas and which will be the leaders of
the future, and it is very important for us to begin to try to penetrate
the Iron Curtain to the extent possible and begin to suggest to some
of these peoples that there are some alternatives to simply being tied
in closely to a Communist structure.

Senator Doop. T understand that. T have no fault to find with it.
There may be something to it. But I was getting at a rather narrow
point.

I am trying to find someone who can in logic explain this policy.
Tt doesn’t make sense fo me to be giving money to Communist hloe
countries who in turn give money to other conntries that we are trying
to keep away from the Communist bloc. To explain it more fully,
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wouldn’t you agree that it would be more difficult, much more difficult,
for Yugoslavia to help other countries with funds and materials if we
had not helped Yu;_{nsLt via ? ]

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

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

Mr. Barn. We have helped them with military equipment in order
to encourage this tendency toward independence.

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

Mr. Barr. Idon’t know of any examples of that.

Senator Dopp. Youdon't know.

Mvr. Barr. Not to my knowledge, Senator Dodd.

Senator Doop. Well, I don’t eare to prolong it. I only want to raise
a question. I don’t think that is an answer. I say in response that I
think there may be some chance that we can do something this way.
I haven't closed my mind on it, but I find this difficult to understand.

POLISH AID TO CUBA

Poland, T understand, has been helping Cuba. TIs that so?

Mr. Barw. 1 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 that
there has been a $12 million loan.

Senator Doop. Well, whatever it is, it may be small to us but it
probably would be substantial to them. That is exactly the point.

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

Senator Separgman. Were you through, Senator Dodd ?

Senator Dobp. Yes.

QUESTION OF MAXIMUM TERMS OF CREDIT

Senator Mu~pr. 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. 1 think since we do have the Secretary before us, we should
be told exactly the dimensions of what we are doing in terms of trade
with the Soviet bloe. We should know the facts against 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 of questions.

What is the maximum term of credit that we have extended in any
sale or any transaction to any Communist country, either by ecredit
of the U.S. guarantee or any other kind of credit involving U.S.
nationals or the nation ?

Mr. Bave. I think that in those terms we would have to have to——

Senator Munpt. You were talking about 3 years and 18 months,
It is my impression and my information that we have extended eredits
far beyvond the maximum of 3 years. I want an answer from you.
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GOVERNMENT GUARANTEES OF PRIVATE CREDITS

Mr. Barn, Let me try, if I may, Senator Mundt, to distinguish
several things. First of all, when I was talking about credit, 1 was
talking about the credit which is guaranteed by the Government for
private parties.

Senator Munpt. Yes, sir. This is the Export-Import Bank.

Mr. BarL. 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 International Monetary Fund.

INTERMEDIATE TERM CREDITS TO YUGOSLAVIA

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

Senator Muxpr. What was that?

Mr. Barr. We have made some Export-Import Bank loans to Yugo-
slavia which I think have terms as long as 8 to 10 years.

Senator Muxpr. Eight to ten years?

Mr. Barr. Yes. Now these are loans for the purpose of providing

equipment from U.S. producers to Yugoslavia.

Senator Munxpr. May I interrupt to ask whether you call an 8- to 10-
year credit a long-term credit or a short-term credit.?

Mr, Bavr. T think technically it is probably an intermediate term,
but it is approaching what we might (_':l.h a long-term credit.

Senator Muxpr. I have never had much success getting credit be-
yond 10 years from the banking people and the heading of inter-
mediate credit might be true.

What do you consider long-term credit ?

Mr. Barn. Credits from around 15 years and above would be long
term.

Senator MuNpr. Anything above 15 would be long term.

Mr. Barn. Perhaps 12 years would be long term.

Senator Munpr. 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. Barn. I would suppose that 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 Muxpr. This gives us a bench mark to think about.

Now will you proceed ?

Mr. Bann. Now the credits that we have extended to Yugoslavia
were extended by the Export-Import Bank, and this 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-
dustrial 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 that T know
of no credits, I know of no intermediate or long-term credits that
have been extended to any Communist country, except again under
Public Law 480.

Senator Muxpr. That was the 15-year credit to Yugoslavia?

Mr. Barr. Yugoslavia is 8 to 10 years.

Senator Muxpr. Not over 107

Mr. Barr. As far as I know, not over 10.

Senator Munpr. Very good.

Mr. Bare. Except for Public Law 480 sales of grain, with which
you are familiar, where the payment may be either in local currency
or it may be in long-term dollar loans, I know of no credits that have
been extended by the Export-Import Bank or by any Government
instrumentality.

PUBLIC LAW 480 SALES TO POLAND

Senator Muxpr. 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 statement by two
reputable American reporters, Robert S. Allen and Paul Scott, in the
Los Angeles Times. It saysthis:

Under a new policy approved by the White House, Under Secretary of State
George Ball negotiated two little-noticed agreements this month—

And this was in January of 1964—
for the sale of $90.9 million in U.8. agricultural commodities to Communist
Poland on eredit terms ranging from 18 months to 30 years.

True or false?

Mr. Bane. It is false that I negotiated them. I did not negotiate
them.

Senator Muxor. True or false, have they a 30-year credit on grains
when previously we have been led to believe we haven’t given credit
over 10 years?

Mr. Barn. No, T beg your pardon, Senator Mundt. T just said a
moment ago that with the exception of Public Law 480 credit

Senator Muxpr. That is not a new policy !

Mr. Bavr. Thisisnot a new poliey.

Senator Mu~pr. I am making a statement now.

Mr. Barr. Itisnot anew policy. Thisisa policy

Senator Muxpr. Will you please tell me is it true or false?

I will read it again:

Under a new policy approved by the White House, Under Secretary of State
George Ball negotiated two little-noticed agreements this month for the sale of

£00.9 million in U.8S. agricultural commodities to Communist Poland on credit
terms ranging from 18 months to 30 years.
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True or false?

Mr. Barr. That it was a new policy is false. That I negotiated it
is false. That there were——

Senator Munpr. That the American taxpayer got stuck for 30 years
is true?

PUBLIC LAW 480 LOANS REPRESENT A CONTINUING POLICY

Mr. Bann. No. That 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 Munor. Will you give us some of the details of this so we
can check it out?

Mr. Bane. 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 Muxpr. And approved by the White House, true or false?

Mr. Barr. Well, T [h]nyl 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 Muxnpr. Reading down in the column——

Mr. Bawr. If I may make one point.

Senator Muxpr. Sure,

POLISH PUBLIC LAW 480 SALE ON A LONG-TERM BASIS

Mr. Barr. 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, for zlotys. This was a sale on a long-term dollar basis.

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

Senator Muxpr. If you get the money, it will be. Otherwise it is
an easier sale. Zlotys are better than nothing, not very much, but
somewhat better than not hing; right?

Mr. Barn. This is a sale in the expectation that we will get the
money.

Senator Muxpr. Iu\pl-tlalmm down the corridor of time, three
(]l‘t ades in length with Communist countries, are not very realistic.

Mr. BavL. \n\ long-term sale is a sale based on expectations and
appraisal of the future situation.

Senator Munor. And has to reflect a considerable amount of good
faith in the integrity of the purchaser, right?

Mr. Bavr. Yes, but again good faith is a motive that in commercial
transactions and in financial transactions can spring from self-interest,
and this is a recognition that from the point of view of the Communist
countries, they have recognized so far that it is to their self-interest to
try to pay their commercial indebtedness,

Senator Muxpr. Reading on from this column :

The U.8.-Polish grain accords which the State Department plans to use as a

maoddel for similar deals with Rumania, Hungary, Bulgaria, Czechoslovakia, and
Russia involve sales of wheat, cotton, edible oils, rice, and tobacco.
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Now you were discussing with Senator Lausche whether there was
anything new about this. We are getting down now to the meat in
the coconut. There is something new because there is a 30-year credit.

Mr. Barr, This was not intended as a pattern 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 that we had ever made
to Poland, because among other things one of the conditions was that
Poland would buy on a commercial basis a third of the total amount
of grain that was sold.

And that is a cash basis. So that this was a harder sale than the
ones which had been made previously.

TERME OF PUBLIC LAW 480 LOANS

Senator Muxpr. The next paragraph:

The first agreement provides for interest-free grain sales of $30.7 million with

10-vear determent of repayment, and a 30-year period of reimbursement.

Is that correct? Is this a new element in these commercial loans?

Mr. Bavuw. Yes, that is correct.

Senator Munpr. No interest, and 10-year deferment ?

Mr. Barn. I think these are terms of the Public Law 480 sale, yes.

Senator Mu~pr. 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 strict than we are going to apply and have been applying
to friendly countries in the extension of economic aid.

Mr. Bari. Not Publie Law 480.

Senator Muxpr. We aren’t giving interest-free loans any more with
10-year deferments, We are insisting on making token payments and
return in less than 10 years, '

Mr. Barr. I think this is not a new policy. This is a policy which
has been followed except for hardening of a preexisting policy.

Senator Munpr. Except that it 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 sat on the committee that drew it up. 1 happen to
be coauthor of the first bill. 1 know something about what we had
in mind. We had a provision in it that the commodities were to be
sold to friendly peoples, and not to Communist countries. I am try-
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 Presidential waivers in big bunches like
bananas and give them 10-year deferments and interest-free loans, I
say let’s start talking about Public Law 480 as a program of economic
aid for Communist countries.

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

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

Mr, Barn. We hardened it by turning it from a local currency to a
dollar sale. '
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Senator Muxpr. 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 triangulate them. They have some value.
This is an illusory promise that, 30 years from 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
Stalin isa bum.

Mr. Barrn. 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.

CONGRESSION AL RESTRICTIONS ON TRADE WITH COMMUNIST COUNTRIES

Senator Muxpr. We have written in restrictions every year to
Communist. countries and you have found a way to get around them.
The attitude of Congress is certainly not one to encourage trade with
Communist countries. We can agree on that, can we not?

Mr. Bavr. I would say that the waiver that was made by President
Kennedy was exactly the same as the waiver that was signed by
President Eisenhower,

Senator Muxpr. I am not arguing about this. But it was not en-
couraged by Congress. Congress has stood, since the Battle Aect,
quite on the other side of that argument.

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

Senator Muxor. We will give that a little more thought at the time
of the next foreign aid bill.

Senator SpargmaN. 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 letter and enclosures were
received :)

MagrcH 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
Bast-West trade of the Committee on Foreign Relations last Friday which
Secretary Rusk and Under Secretary Ball feel require further comment.
Accordingly, I am enclosing material relating to the impact of economic short-
ages on the Cuban people, as well as data regarding our economic relations 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 latter 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 agrieultural commodities for dollars; (2) a $30 million sale for
Polish currency to be repurchased by Poland for dollars within 3 years; and (3)

a 230 million sale for Polish currency to be repurchased for dollars over 30
\0 rs after 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 $100
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million sale in Polish currency, with the entire amount to be repurchased for
dollars over a 30-year period after 10 years grace. Since then our arrangements
with Poland have provided for increasing amounts of agricultural surpluses
to be sold on straight commercial terms. The arrangement of February 1964
calls for two-thirds of the total agricultural surpluses involved to be sold on
dollar payment terms of 3 years or less,

The Department would appreciate this being made part of the official record.

The transeript has been reviewed for grammatical and factual accuracy.

Please do not hesitate to call on us if we can be of further assistance on these
matters.

Sincerely,
Roseer E. LEE,
Acting Assistant Secretary.

1. ImpacT o8 Cupa of U.8. IsoLaTioN POLICIES

The U.S. isolation policy has contributed to economic pressures on Castro and
has impaired his ability to satisfy popular demands of the Cuban people. The
regime is forced to husband scarce convertible foreign exchange income for abso-
lute essentials such as medicines, chemicals and spare parts, curtailing access to
the quality and quantity of Western goods the Cubans used to enjoy. Imports of
automobiles, radios, television sets, fresh fruits, canned goods and similar items
are now considered luxuries. From a volume of over 67,000 metric tons in 1958,
imports of these goods dropped to 12,000 tons in 1962, with complete elimination
of many types of commodities formerly considered customary. Imports of con-
sumption items have continued to decline, judging from reports of increasing
shortages of consumer durables and foods. At the same time, the U.8. isolation
policy has also helped to prevent the development of import-substitution indus-
tries to replace Western-type imports.

There has been at least a 10-percent drop in Cuban per capita income compared
to 5 years ago. The trade restrictions have raised the cost to the Castro regime
of maintaining the Cuban economy even at this depressed level. Lack of needed
Western supplies, technology, and capital has raised the cost of production and
lowered labor productivity. Frequent breakdowns in the Western-made equip-
ment base which Castro took over have hampered output in factories, water sup-
ply systems, and powerplants. Replacement with handmade parts, installation
of substitute processes, or goods purchased through expensive clandestine means
have lowered the efficiency of labor and capital and increased the cost to the
Soviets of keeping the economy afloat. In 1963, for example, the Soviet Union
had to finance a bilateral Cuban trade deficit of close to $230 million. In the past
year Cuba has become the No. 1 recipient of current Soviet aid deliveries.

These stringencies in the Ouban economy have made it clear to the Cuban peo-
ple that the Castro regime’s transfer of economic relationships from the free
world to the Communist world has meant sacrifice of Cuban living standards.
Although the Soviets have assisted Cuba in providing some of the necessities of
existence, they have been unable to maintain consumption levels in terms of quan-
tity or quality.

The Castro regime has found it necessary to ration the Cuban people very
geverely indeed. The following are some examples of the strict rationing limita-
tions :

One-quarter pound of meat per person per week.

One and one-half ounces of coffee per person per week.

One 2-pound chicken per child under 5 years per month: no chickens for
anyone else,

One liter of milk per day per family of five persons or more.

Butter limited to one-eighth pound per month and only for children under
[

Eggs limited to five per month and only for children under 7 or persons
over 65,

Oranges limited to children under 7, and one banana per person per week.

And there is no gnarantee of these rations. They apply only to the extent that
the people can find the items and pay for them.

Under these circumstances Cuba is far from serving as a showcase of economic
and social progress or as an example for other Latin American countries to

emulate.
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The isolation of Cuba from free world transportation services, together with
U.8. financial controls, have prevented Cuba from maintaining regular economic
contacts with the free world and have slowed up subversive operations by Cuba
in other countries,

Internally, shortages of U.S.-origin materials and spare parts have led to an
estimated 20-percent decrease in the operating efficiency of the Cuban railroads
since 1959 and have had a correspondingly severe effect on the transportation
system in general.

Externally, the measures adopted by the United States, members of the OAS
and the free world countries, to control travel to and from Cuba have substarn-
tially reduced known travel of Latin Americans to Cuba. The 1963 fizures show
a drop of approximately 50 percent as compared with 1962, Havana's only
scheduled air links with the free world are twice-weekly Cubana flights to
Mexico City, once-weekly flights by Iberia to Madrid, and twice-monthly Cubana
flights to Madrid. Arrival of free world cargo vessels dropped to 370 in 1963
from a total of 932 in 1962. No free world passenger ships serve Havana on a
regular, scheduled basis. Because of the sharp decrease in Cuban air and sea
access to the free world, the Cubans have been Inecreasingly forced to resort to
the roundabout and costly route via Czechoslovakia in order to move Latin
Americans to or from Cuba.

Thus, the significant reduction in available transportation facilities has di-
rectly affected the Cuban regime's ability to promote subversion in Latin
America.

11, U.S. ASSISTANCE TO POLAND

U.8. bilateral grant and loan assistance during the postwar period to Poland
began in fiscal year 1957 and will total $112.8 million through fiscal year 1964.

[In millions of dollars; may not add due to rounding)

Grant

Fiscal year | Public Law 480,! Loans Total
L

itle III, surplus | Children's

commaodities
(COCC prices)

|
|
i agricultreal | hospital 2
|

= | vmoenganas

(o R
1961. ...

1662

1063...... ..
1964. .

Total. .

-

! In addition, Public Law 480, title I, commaodity sales during the period totals $533,700,000 at world mar-
ket prices, the proceeds under which, with onpe axception, are sll reserved for U.S. expenses in Poland with
any unused balances after 10 years to be converted by Poland to U.8, dollars and paid in equal annual
installments over a 30-year period. The exception is in connection with the fiscal year 1964 sale (February
1964) of $60,000,000, of which $£30,000,000 {5 repayable in U.8, dollars over a 3-year period, the remaining
£30,000,000 being under terms as already described.

£ Of the total of $10,400,000, $2,200,000 is for actual dollar costs of U.8, equipment and $8,200,000 represents
the value of Polish rlotys derived from sales of Public Law 480, title I, sales of U.S. agricultural commodi-
ties and set aside for this purpose by special congressional authorization.,

Note.—Terms of the loans shown above were as follows: All 3 loans were under the Mutual Security
Act and are repayable in U.S, dollars in 25 years including s 5-year grace period, with an interest rate of
414 pereent per annum,

U.8. ASSISTANCE TO YUGOSLAVIA

1.8, bilateral grant and loan assistance during the postwar period to Yugo-
slavia began in fiscal year 1950 and totaled $2.2 billion through fiscal year 1963.
Grants of economic and military aid during the period under the authority
of the Foreign Assistance Act (FAA) and its predecessor Mutual Security Act
(MBSA) fotaled $1,118.1 million ($693.9 million of which was milita ry assistance).
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There were 15 loans totaling $188.5 million under the Development Loan Fund
(9) and the Mutual Security Act (G). Three Export-Import Bank loans totaied
$105 million.

Total sales of surplus agricultural commodities amounted to $622.2 million.
OFf this amount $379.2 million local currency equivalent derived from the title I
portion of the sales was loaned to Yugoslavia for development purposes under
section 104 (g) of Public Law 480 and $34 million was sold for dollars on a long-
term repayment basis under title IV of Public Law 480. The balance of the
Public Law 480 sales is represented by £142.9 million in grants to Yugoslavia
under section 104(e) of Public Law 480 and $100.1 million reserved for U.S. uses.

In addition, grants of Public Law 480 surplus commodities for emergency
purposes and for distribution by voluntary relief agencies amounted to $244
willion, under titles I1 and 111, respectively, of Public Law 450

A table is attached showing the breakdown and types of assistance by fiscal
vear. The terms governing the loans set forth in the table were as follows:

DEVELOPMENT LOAN FUND (DLF)

0=

Between January 8, 1959, and March 27, 1961, nine DLF dollar loans were
extended totaling $117 million. For four of the six loans made during fiscal
years 1959 and 1960, the $75 million in credits was repayable one-fourth in
dollars and three-fourths in loeal currency (dinars). All the remainder were
repayable in dinars. All local currency repayments contain maintenance-of-
vitlue provisions protecting the United States against devaluation of the dinar.
The interest rate was 314 percent for all loans except one at 5% percent and two
at 5% percent. The periods of repayment varied from 12 to 25 years with a
grace period included from 2 months to 1 year. In 1959, for example, one loan
was repayable in 12 years and two were repayable in 20 and 25 years, respec-
tively. For the loans made in 1961, two were repayable in 15 years and one in
20 years.

EXPORT-IMPORT BANK (EX-IM)

Ex-Im dollar loans were extended totaling $105 million. For the two credits
totaling $55 million in fiscal years 1950 and 1951, the interest rate was 34 percent

and repayment over 18 years including a 4-year grace period. The £50 million
loan in fiseal year 1961 carried an interest rate of 5% percent with repayment
over 15 yvears including a 3-year grace period.

MUTUAL SBECURITY ACT (MBA)

Between December 3, 1956, and March 21, 1961, six of this type of loan, ecarry-
ing the MOV provisions, were extended for a total of $72 million. For the first
two loans, Yugoslavia had the choice of repayment in dollars with interest at
3 and 4 percent or in dinars at 4 and 5 percent respectively. The remaining loans
were repayable in dinars at 814 percent. Repayment in all cases was 40 years,
except for the last loan in March 1961 which was repayable in 15 years. All
loans included a grace period of 4 years.

PUBLIC LAW 4580 LOANS

During the period loans under Public Law 480 totaled $413 million, $379 million
under title I repayable in dinars and $34 million under ftitle IV repayable in
dollars.

(a) Title I—Pursuant to the S title I sales agreements since 1956, there have
been 10 “local eurrency” loan agreements totaling $379 million equivalent. The
first five of these carried MOV provisions. For the first two loans Yugoslavia
had the option of repaying in dinars at 3-percent interest or in dollars at 4 per-
cent. The next two loans continued the option but raised the interest rate to
4 or 5 percent, respectively. Three of these four loans were repayable in 40
vears and one in 30 years with 4-year grace periods in all cases. During 1959
and 1960 repayment was in local currency over 30 yvears, including 4 years grace,
with interest at 3% percent. For 1961 and 1962 the interest rate was raised to
4 percent for the same repayment period. In 1963 it was reduced to three-fourths
of 1 percent with repayment remaining at 30 years, including a grace period of
3 yvears. Reasons for the reduced interest were related to worldwide policy
that terms for local currency loans should be consistent with those for dollar
development loans and the fact that the United States already owned dinars

30-642—B4—pt. 1—— 4
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derived from previous sales and loans in excess of foreseeable need. In addi-
tion, significant portions of Public Law 480 sales were being shifted to a dollar
repayable basis.

(b)) Title IV.—The two sales in fiscal years 1962 and 1963 totaling £34 million
are repayable in dollars over 15 years with a grace period of 1 year at interest
of 4 percent.

Yugoslavia

[In millions of dollars; may not add duoe to roundings]

Loans I Public
Law 480

| grants,
Fiscal year Grants ! | Public Law 4802 | titles I,
| DLF/MSA | | II, and

11

Title I | Title IV

WS
SO

(1 MBA)
(1 MSA)
(1 M8A)
(1 MBA)
(4 DLF)
i (2 DLF)
(1 MBA)
7 (3 DLF)
(1L MSA)

St Dt

105.0 | 188, sgma| 35| 6.8 | 2,211.1
1

1 Includes assistance by AID and prodecessor agencies and M AP grants. The latter was terminated in
fiscal vear 1958, except for $2,000,000 (total) in short-term eredit sales in fiscal years 1963 and 1964,

2 The fiscal year 1964 Public Law 480 sales are not yet negotiated. The title I portion of this sale and the
correaponding loan {s expected to be sharply reduced from previous years because of the large grain harvest
in 1963, while the terms are expected to remain the same as last year. The title IV dollar-sale portion for
fiscal year 1964 (for cotton, edible oils, and rice) is expected to be increased over fiscal years 1062 and 1063,
with almtmirlmtnly the same terms as in those years. (See Public Law 450 on cover sheet.)

3 Adjusts.

[Department of State press release No. 40, Feb, 3, 1964]

IIT. AGRICULTURAL COMMODITIES AGREEMENTS BETWEEN THE GOVERNMENT OF THE
USITED STATES OF AMERICA AND THE (GOVERNMENT OF THE PoLisH ProrLE's RE-
PUBLIC UNpER TITLE I OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSIST-
ANCE ACT, A8 AMENDED

Agreements providing for the sale to Poland of agricultural commodities were
signed today in Washington by George W. Ball, Under Secretary of State, and
Franciszek Modrzewski, Deputy Minister of Foreign Trade of the Polish People's
Republic. Within the framework of the agreed arrangement, Poland will pur-
chase surplus agricultural commodities, including wheat, cotton, edible oils, rice,
and tobacco, having a total export market value of £90.9 million, including certain
ocean transportation costs.

As provided in the Agricultural Trade Development and Assistance Act (Pub-
liec 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 States and
will be available for use by the U.S. Government. Under one agreement the
Polish Government i8 scheduled to commence by Deec. 31, 1964, and to complete
by Dec, 31, 1967, the repurchase for dollars of the unused zloty proceeds from
£30.2 million worth of commodities. A second agreement concluded on the same
terms as in previous Public Law 480 agreements with Poland provides that be-
ginning January 1974, the Polish Government will repurchase for dollars, at the
annual rate of 750,000, the remaining balance of zloty proceeds derived from the
sale of $30.7 million worth of commaodities,

Poland has also undertaken, in connection with these arrangements, to pur-
chase with its own resources from the United States during 1964 an additional
200,000 metrie tons of feedgrains, 66,000 bales of cotton, 5,500 metric tons of
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edible oil or tallow, 10,000 metric tons of rice, and other U.8. agricultural com-
modities to bring the total purchases to $30 million. These purchases are over
and above the amounts to be purchased for the zloty equivalent of £60.9 million
mwentioned above.

These agreements represent another step of the U.8. Government to meet Polish
needs by sales of agricultural commodities, while at the same time encouraging
further the trend in recent years to expand the commercial basis of the economic
relations between the United States and Poland. Since 1957 agreements under
Public Law 480 have provided for a total of $538.2 million in such sales to Poland,
including the sales agreements signed today.

The texts of the present agreements follow :

AGREEMENT “A"” (LoNG-TERM AGREEMENT)

The Government of the United States of America and the Government of
the Polish People's Republic:

Recognizing the desirability of expanding trade in agricultural commodities
between their two countries in a manner which would not displace usnal market-
ings of the United States of America in these commodities or unduly disrupt
world prices of agricultural commodities;

Congidering that the purchase for Polish zlotys of agricultural commaodities
prodnced in the United States of America will assist in achieving such an ex-
pansion of trade;

Desiring to set forth the understandings which will govern the sales, as speci-
fied below, of agricultural commodities to Poland pursuant to Title I of the
Agricultural Trade Development and Assistance Aet, as amended (hereinafter
referred to as the Act) and the measures which the two Governments will take
individually and collectively in furthering the expansion of trade in such
commaodities ;

Have agreed as follows:

ARTICLE I. SALES FOR POLISH 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
authorizations and to the availability of commodities under the Act at the time
of exportation, the Government of the United States of America undertakes to
finance the sales for Polish zlotys, to purchasers aunthorized by the Government
of the Polish People's Republic, of the following agricultural commodities in the

amounts indicated:
Eaport market

value
Commodity : (milliona)
Wheat
Cotton
Edible oil
Tobacco (leaf)
Ocean transportation (estimated)

Total

2, Applications for purchase anthorizations will be made within 90 calendar
days after the effective date of this Agreement, except that applications for pur-
chase authorizations for any additional commodities or amounts of commodities
provided for in any amendment to this Agreement will be made within 90 days
after the effective date of such amendment. Purchase anthorizations will in-
clude provisions relating to the sale and delivery of commodities, the time and
circumstances of deposit of Polish zlotys accruing from such sale, and other
relevant matters.

2. The financing, sale and delivery of commodities under this Agreement may
be terminated by either Government if that Government determines that because
of changed conditions the continuation of such financing, sale or delivery is
unnecessary or undesirable.

ARTIOLE II. USES OF ZLOTYS

1. The two Governments agree that the zlotys accruing the Government of
the United States of America as a consequence of the sales made pursuant to
this Agreement may be used by the Government of the United States of America,
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in accordance with Section 104 of the Act, to help develop new markets for
United States agricultural commodities under subsection (a) thereof: to finance
the purchase of goods or services for other countries under subsection (d)
thereof ; to pay United States obligations under subsection (f) thereof ; to finance
educational exchange activities under subsection (h) thereof: to finance the
translations, publication and distribution of books and periodicals under sub-
section (i) thereof ; and for other expenditures by the Government of the United
States of America under subsections (j), (k), (1), (m), (n), (q), and (r) thereof.

2. The zlotys accruing under the Agreement may be expended 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
to the purchase of goods or services for other countries, the types, quantities and
prices will be subject to negotiation between the two Governments.

ARTICLE III. 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 the dollar sales
vilue of the commodities and ocean transportation costs reimbursed or financed
by the Government of the United States of America (except excess costs result-
ing from the requirement that United States flag vessels be used) converted into
zlotys, as follows:

(@) at the rate for dollar exchange applicable to commercial import
trausactions on the dates of dollar disbursements by the United States, pro-
vided that a unitary exchange rate applying to all foreign exchange trans-
actions is maintained by the Government of the Polish People's Republie, or

(b) if more than one legal rate for foreign exchange transactions exists,
at the highest of any rate of exchange (i.e., the largest number of zlotys per
U.S. dollar) established by the Government of the Polish People's Republie,
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 become due under this Agreement
may be made by the Government of the United States of America from funds
available under this Agreement. Any refunds of Polish zlotys which may be
due or become due under any prior agreement under the Act for which undis-
bursed funds are no longer available in the acconnts of the Governments of the
United States of Ameriea in Poland may be made by the Government of the
United States of America from funds available under this Agreement. In the
event that a subsequent agricultural commodities agreement or agreements
should be signed by the two Governments under the Act, any refunds of zlotys
which may be due or become due under this Agreement more than two years
from the effective date of this Agreement would be made by the Government of
the United States of America from funds available from the most recent agri-
cultural agreement in effect at the time of the refund.

3. The two Governments agree that the following procedures shall apply with
respect to the zlotys deposited to the account of the Government of the United
States 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 deposited,
be converted and transferred to a special dollar denominated account to
the credit of the United States Government in the National Bank of Poland.

(b) Withdrawals in zlotys from 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
paid by the National Bank of Poland at the highest of any rate of exchange
(i.e., the largest number of zlotys per U.S. dollar) established by the Gov-
ernment of the Polish People’s Republic, or any agency thereof, prevailing
on the date of the withdrawal, provided that if such rate is more appreciated
than the rate at which zlotys were deposited under paragraph 1 of this
Article, the rate in paragraph I shall apply.

(¢) Payment for purchases of goods or services for other countries re-
ferred to in Article II of this Agreement shall be made by reducing the bal-
ance in the dollar denominated account by an amount equal to the dollar
prices of such purchases agreed upon by the two Governments,
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(d) If any unused balance remains in such special dollar denominated
account on and after January 2, 1974, the Government of the Polish People's
Republic agrees that, if the Government of the United States of Americ:
shall so elect, the National Bank of Poland will sell to the Government of the
United States the sum of $750,000 in dollar exchange annually, beginning
January 2, 1974, and on each succeeding January 2, such dollar exchanges
to be paid for by reducing the balance in the dollar denominated account
by the same amount.

ARTIOLE IV. GENERAL UNDERTAKINGS

1. The Government of the Polish People’s Republic will take all possible meas-
ures to prevent the resale or transshipment to other countries or the nse for
other than domestic purposes of the agricultural commaodities purchased pur-
suant to this Agreement (except where such resale, transshipment or use 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 pursuant 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 assure that the purchase of such commodities does not result
in increased availability of these or like commodities for export to other coun-
tries.

2. The two Governments will take reasonable precautions to assure that all
sales and purchases of agricultural commodities pursuant to this Agreement will
not displace usual marketings of the United States of America in these com-
modities or unduly disrupt world prices ef agricultural commodities.

3. The Government of the Pplish People’s Republie will furnish quarterly in-
formation on the progress of the program, particularly with respect to the
arrival and condition of commodities; provisions for the maintenance of usual
marketings as described in paragraph 1 of the letter accompanying the Agree-
ment: and information relating to imports and exports of the same or like

commodities,
ARTICLE V. CONSULTATION

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 carried out pursuant to this Agreement.

ARTICLE VI, ENTRY INTO FORCE

This Agreement shall enter into force upon signature.
I Wirness 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 1964.
For the Government of the United States of America :
(s) Groree W. BaLL
For the Government of the Polish People’s Republic :
(8) FrANCISZEK MODRZEWSKI.

AGREEMESNT “B"” (THREE-YEAR AGREEMENT)

The Government of the United States of America and the Government of the
Polish People’s Republie :

Recognizing the desirability of expanding trade in agricultural commodities
between their two countries in a manner which would not displace usual market-
ings of the United States of America in these commodities or unduly disrupt
world prices of agricultural commodities ;

Considering that the purchase for Polish zlotys of agricultural commodities
produced in the United States of America will assist in achieving such an
expansion of trade ;

Desiring to set forth the understandings which will govern the sales, as
specified below, of agricultural commodities to Poland pursuant to Title I of
the Agricultural Trade Development and Assistance Act, as amended ( herein-
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after referred to as the Act), and the measures which the two Governments
will take individually and collectively in furthering the expansion of trade in
such commodities ;

Have agreed as follows :

ARTICLE I. BALES FOR POLISH 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
authorizations and to the availability of commodities under the Act at the time
of exportation, the Government of the United States of America undertakes to
finance the sales for Polish zlotys, to purchasers authorized by the Government
of the Polish People’s Republie, of the following agricultural commodities in the
amounts indicated :

Ezport market
value
Commodity : {(millions)

Wheat

2. Applications for purchase authorizations will be made within 90 calendar
days after the effective date of this Agreement, except that applications for
purchase authorizations for any additional commodities or amounts of com-
modities provided for in any amendment to this Agreement will be made within
90 days after the effective date of such amendment. Purchase authorizations
will include provisions relating to the sale and delivery of commodities, the
time and circumstances of deposit of Polish zlotys aceruing from such sale, and
other relevant matters.

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

ARTIOLE II. USES OF ZLOTYS

1. The two Governments agree that the zlotys accruing to the Government of
the United States of America as a consequence of the sales made pursuant to this
Agreement may be used by the Government of the United States of America, in
accordance with Section 104 of the Act, to help develop new markets for United
States agricultural commodities under subsection (a) thereof; to finance the
purchase of goods or services for 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 transla-
tion, publication and distribution of books and periodicals under subsection (i)
thereof ; 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 acerning under the Agreement may be expended 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 to
the purchase of goods or services for other countries, the types, quantities and
prices will be subject to negotiation between the two Governments,

ARTICLE IIL. 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 the dollar sales
value of the commodities and ocean transportation costs reimbursed or financed
by the Government of the United States of America (except excess costs re-
sulting from the requirement that United States flag vessels be used) converted
into Polish zlotys, as follows:

(a) at the rate for dollar exchange applicable to commercial import
transactions on the dates of dollar disbursements by the United States, pro-
vided that a unitary exchange rate applying to all foreign exchange trans-
actions is maintained by the Government of the Polish People’s Republie, or
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(b) if more than one legal rate for foreign exchange transactions exists,
at the highest of any rate of exchange (i.e., the largest number of zlotys
per U.S. dollar) established by the Government of the Polish People’s Re-
publie, 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 than 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 acerning under this Agreement.

3. The two Governments agree that tthe following procedure shall apply with
respect to the zlotys deposited to the account of the Government of the United
States 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 transferred to a special dollar denominated
account to the credit of the United States Government in the National Bank
of Poland.

(b) Withdrawals in zlotys from such special dollar denominated account
by the United States for uses referred to in Article IT of this Agreement
other than the purchase of goods or services for other countries shall be
paid 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. dollar), established by
the Government of the Polish People’s Republic, or any agency thereof,
prevailing on the date of the withdrawal, provided that if such rate is more
appreciated than the rate at which zlotys were deposited under paragraph
I of this Article, the rate in paragraph 1 shall apply.

(¢) Payment for purchases of goods or services for other conntries
referred to in Article IT 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 after December 31, 1964, the Government of the Polish
People’s Republic agrees that, if the Government of the United States of
Ameriea should so elect, the National Bank of Poland will sell to the
Government of the United States in dollar exchange on January 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 amonnt.

ARTICLE IV. GENERAL UNDERTAKINGS

1. The Government of the Polish People’s Republic will take all possible
measures to prevent the resale or transshipment to other countries or the use
for other than domestic purposes of the agricultural commodities purchased
pursnant to this Agreement (except where such resale, transshipment or use 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 pursuant 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 assure that 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 that all
sales and purchases of agricultural commodities pursuant to this Agreement
will not displace usual marketings of the United States of America in these com-
modities or unduly disrupt world prices of agricultural commodities.

8. The Government of the Polish People’s Republic will furnish quarterly
information on the progress of the program, particularly with respect to the
arrival and condition of commodities: the provisions for the maintenance of
usual marketings; and information relating to imports and exports of the
same or like commodities.
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ARTICLE V. CONBULTATION

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 carried out pursuant to this Agreement.

ARTICLE VI. ENTREY INTO FORCE

This Agreement shall enter into foree upon signature.

Ix Wrrness 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, 1964,

For the Government of the United States of America :

(8) Georce W, BALL.
For the Government of the Polish People's Republic:

(S) FraxNciszEE MODRZEWSKI.
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MONDAY, MARCH 16, 1964
UNTTED STATES SENATE,
CoyyirTeEE 0N ForeEiGN RELATIONS,
Washington, D.C.
The committee met, pursuant to recess, at. 10 a.m., in room 4221, New
Senate Office Building, Senator J. W. Fulbright (chairman) pre-
siding. : _ :
~ Present: Senators Fulbright, Sparkman, Lausche, Symington,
Carlson, and Mundt.

ROLE OF DEPARTMENT OF COMMERCE IN EAST-WEST TRADE

The Cramaax. The committee will come to order. The commit-
tee's hearings on East-West trade will continue this morning with the
testimony of Secretary Hodges.

The Department of Commerce is responsible for the general admin-
istration of our export program and, as such, has played a key role
in the formulation and application of policies relating to trade with

Communist countries.

The Department also has jurisdiction over ocean-shipping matters
which have been considerably significant in the recent grain sale to the
Soviet, Union.

Secretary Hodges' testimony will undoubtedly be a real contribu-
tion to the committee’s study of East-West trade.

Mr. Secretary, we are very pleased to have you this morning. I
anticipate some other members will be along shortly, but I think in
view of your time and the committee’s, that you should ])I‘l'?t?l‘t’l.l 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

Seeretary Hopars. Thank you, Mr. Chairman. T am glad to join
this distinguished committee m studying and discussing the important
and complex subject of East-West trade. Secretary Rusk has already
told you, from the foreign relations standpoint, abont some of the
thorny problems that are involved in this subject. We in the Com-
merce Department have several responsibilities in this area, and from
this perspective we have some views on these problems confronting our
nation.

3
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The total question of East-West trade may be considered in three
parts:

First, there is the matter of our direct trade with the U.S.S.R.; with
the various Communist countries of Eastern Europe; 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.

NATURE OF GOVERNMENTAL CONTROLS ON TRADE WITH COMMUNIST
COUNTRIES

As to our direct trade, let me review briefly the nature of govern-
mental eontrols 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 Trading With the Enemy Act, the Treasury De-
} artment bars imports of all goods of Communist. Chinese or North
Korean origin. Even Chinese-type 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. (Iu[mn 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 States; and
several Federal appropriation acts bar the use of public funds to ?ur-

chase goods such as science-teaching equipment from the Soviet-bloe
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-FAVORED-NATION RESTRICTIONS

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,
after the Korean conflict. In 1960, President Eisenhower accorded
Poland the privilege of the more favorable tariff rates, pursuant to
discretionary authority 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 ‘\R«:atanrso Act of 1963, authority has again
been given to the Pi esident to give Poland and Yugoslavia the most-
favored-nation tariff rates.

Imports 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 nations frequently point to this restriction on our part as an
impediment to increasing their purchases of our goods. Whether this
is the fact, is not clear. There is certainly a contrary view that the
volume of our imports from Communist countries is not limited so
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much by the higher tariffs 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—Ilaw and the predecessor
World War I 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 varymg 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 (‘lllll}lll';_\“(‘l 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-
tribute significantly to their military or economic potential in a way
that would be detrimental to our security and welfare. For Poland
we have a more liberal export policy than we have toward the other
European Soviet-bloc countries in recognition of various changes in
the relationship between it and the U.S.S.R., that have been main-
tained since 1956. Yugoslavia we treat like a Western European coun-
try because, although a Communist country, it is independent of the
U.S.S.R.

FLEXIBILITY IN EXPORT REGULATIONS

The degree of our export controls also varies according to the items
concerned. Thus, we do not export to Soviet countries strategic items,
but we do export “peaceful” goods. If an item falls into a clear-cut
category, our decision is easy. It not, we have to spend considerable
time 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 appropriate in response to inter-
national conditions. This is, of course, most useful in easing or
cutting off the flow of consumable commodities, However, we rec-
ognize that capital items like plants and technology are generally
one-shot exports and therefore are not as suscept ible to this process
of tightening and relaxation.

ADDITION AL LEGISLATIVE CONTROLS

In addition to our controls on exports, there are other governmental
measures affecting our ability to trade with the Sovie bloc. Among
these are the Johnson Act’s 1934 prohibition on private loans to coun-
tries in default of their 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 Presidential finding to authorize Export-Import Bank
guarantees of Soviet-bloc payments for private commercial sales of
wheat and other farm products. Since the Korean war we have main-
tained controls over sgaipping 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 Department’s restrictions under the
Trading With the Enemy Act. These include various financial con-
trols affecting Far 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 United States.

EXPORTS TO BLOC COUNTRIES

Our exports to the Eastern 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 from $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.

Exports to Poland have comprised a very large portion of our
Soviet-bloc trade, consisting largely of agricultural 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,
agricultural commodities constituted between 65 and 75 percent of our
exports to the whole European Soviet bloe. 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 1.5.S.R. itself 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 plati-
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 “strategic” by COCOM standards include highly
sophisticated electrical and electronic items, special metals, some avia-
tion equipment, certain machine tools and machines, a number of ad-
vanced chemicals, plasties, 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 hloc 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 modifiention every vear or two, set targets for
purchases and sales by kinds and values of goods. According to
some, they help to encourage the bloe 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.

TREND OF TRADE INCREASE WITH BLOC COUNTRIES

Since 1956. free world—excluding United States—exports to the
European Soviet bloc have risen gradually, from $2 billion in 1956
to nearly $4.5 billion in 1962. In this period free world imports from
the bloc have also increased steadily, from $2.2 billion n 1956 to
nearly $4 billion in 1962. Of this trade, three-fifths has been between
the Furopean Soviet bloc and the industrialized countries of the
West—the COCOM countries, Austria 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 bloe, according to the 1962 statis-
tics, were the Federal Republic of Germany, first in both exports and
imports, with the United Kingdom second in both exports and imports.

DESIRE TO EXPAND MARKETS

Our allies quite clearly favor expansion of trade with the Kuropean
and Asiatic Communist countries. They consider it important to ex-
tend the markets for their products, and they extol the usefulness of

such trade to normalize relations between the West and the Kast.
The bloe, 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 ferti-
lizers, manufacture of agricultural and roadmaking machinery, its
petrolenm refining and petrochemical and chemical production, and
other areas of advanced technology.

DESIRE OF SOVIET BLOC FOR LONG-TERM 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 fertilizer plants and advanced
farm machinery, it has been urging the West to permit long-term
credits, saying that this is essential 1f 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 WITH COMMUNIST CHINA

To complete the picture, I should mention that the free world in-
dustrial countries also eonduct a small but growing trade with Com-
munist China. In 1962 their exports to that country were $314 mil-
lion—with a large portion being Canadian grain—while their imports
were $224 million.
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FREE WORLD TRADE WITH SINO-SOVIET BLOC MEASURED IN PERCENTAGE
TERMS

The foregoing portrayal of the free world industrial countries grow-
ing trade with the Sino-Soviet bloc countries would be completely out
of focus, if compared solely with our own trade with the bloc. Aec-
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 billion of goods, while their imports were
over $70.3 billion. From this it can be seen that their export-import
trade with the European Soviet bloe, while growing, still is less than
i 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 trading policies of the Soviet bloc
itself and their effects on the bloc’s trade with other countries.

First, foreign trade is a state monopoly in the Soviet bloe. Tt is
conducted by Government agencies and (Government officials, Pur-
chases and sales can be increased, decreased, or switched from one
country to another, as the Government policy dictates. Private
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 stand firm and united against temptations of Soviet
bloc business.

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

Third, there is the llongtime tendency of the Soviet bloc to be
economically self-sufficient. This policy of self-sufficiency seems to
have been blunted recently to the extent that Poland, Rumania, and
some other Soviet-bloc countries may be making efforts to engage in
a sort of foreign trade that is not limited to filling gaps in their own
production capacities.

Fourth, there is the bloc’s preference for bilateral trade agreements.
This must be recognized as a device to make the price for goods the
bloc buys dependent on the price, quality, and availability of what
the bloc sells. A bilateral arrangement presumes purchases equiva-
lent to sales. The bloe’s demand for bilateral trade agreements is
the antithesis of the general free world trade practice of selling in
the most advantageous market and buying from the cheapest source
of supply.

EXPORT CONTROL ACT AND THE COCOM CONCEPT

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 carrying out its responsibilities under
the Export Control Act of 1949, as amended.

It should be understood that our controls are more extensive than
those of our allies, and cover more than the COCOM list. This comes
about, in part, because the Export 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) that—

The unrestricted export of materials without regard to their potential military
and economic significance may adversely affect the national 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 shall determine that such export makes a significant contribu-
tion to the military or economic potential of such nation or nations which would
prove detrimental to the national security and welfare of the United States.
This introduces the element of control over goods contributing to the
“economic potential” of the Soviet bloc.

Furthermore, even in the military-industrial area we feel obliged
to control some items that 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
military, and may even have been designed with funds supplied by our
Defense Department.

Whether we are considering an item that makes a significant con-
tribution to the Soviet bloc’s “military potential” or its “economic po-
tential,” the important point to bear in mind is that the 1962 amend-
ments to the act call for its denial on the ground that 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.

1062 AMENDMENTS TO EXPORT CONTROL ACT

Looking at the legislative history of these 1962 amendments to the
Export Control Act, it is certainly possible to disagree about their
intended meaning. One view is that they reflect a congressional feel-
ing that there had been in the past too much preoccupation with items
of a clear military and military-industrial nature—the COCOM con-
cept—and not, enough attention to goods and technology that would
contribute to the Soviet bloc’s use of its economic strength to the detri-
ment of the United States. We, however, have considered these
amendments as stressing that which the administration has already
been stressing in passing on particular license applications.

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

(1) We should deny any item that contributes significantly to the
military potential of the Soviet bloe, even if 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
detrimental to our security and welfare.

(2) If an item contributes Hignilil::ml]y to the economic potential
of the bloe, it should be denied 1f its export would be detrimental to
our security and welfare. When, however, the same item, or a close
equivalent, is readily available to the bloec from other free world
sources, it is our view that it is the overall availability 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.

EFFECT OF UNILATERAL CONTROL POLICIES

The consequence is that we are unilaterally controlling some items
because we consider them militarily important, even though we do
not have effective control, and we are also controlling some items that
we consider economically important when we also consider that 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 latter situation the conclusion that 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 other 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 inferior
nature to sell. Obviously, there are few, if any, industrial 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 third best from our allies.

PROBLEMS ARISING FROM MAINTAINING UNILATERAL CONTROLS

Some people feel that we should stop trying 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 be 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, that the problem is not easily solved. There
is o¢ times @ood resson to conclude that mueh 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 important
considerations are the qualitative comparisons of the U.S. and foreign
machines, their relative costs, durability, production rates, ease of re-
pair, the different lengths of time it will take foreign and U.S. firms
to produce their 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 treat a militarily 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.

PROBLEMS CONCERNING TREATMENT OF TECHNICAL DATA

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

Technical data ineludes, among other things, the scientific, engi-
neering, and industrial knowledge that 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 private 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 industrialized countries do the same,
including other free world and, to some extent, Communist countries.

We know that the U.S.S.R. and the European Soviet bloc countries
are particnlarly interested in buying the most advanced technology
that 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 acquiring concerns petrochemicals, petroleum re-
fining, chemieals, steelmaking, textiles, and, most recently, fertilizers.
From some of our license applications, it seems at times that apart
from foodstuffs and some raw materials, technology is about all that
bloec countries are interested in acquiring from us. Even when we are

repared to license such technology we find, not infrequently, that the
RI:H'- prefers to acquire the related equipment elsewhere. This is dis-
turbing to some of us,

TEST OF AVAILABILITY OF COMPARABLE 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 test
of availability of comparable technology abroad. Our technology,
by hypothesis, relates to a plant, process, machine, or product. Should
we license it 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 that we should
exact for giving the bloc the long-term benefit of our research and
development, over and above the price demanded by the exporter?
Is insistence on such a quid pro quo a practical and proper means of
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counterbalancing any detriment to our welfare that might result?
Certainly, some of us feel we should exact a quid pro quo over and
above the monetary value.

RESTRICTIONS ON DISSEMINATION OF U.S. ADVANCED TECHNOLOGY
LICENSED TO ALLIES

The subject of advanced technology also provides an excellent il-
lustration of what I said at the outset is the third major problem area
in East-West trade. I refer to the matter of our trade with other
free world countries as it 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. Their 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 great benefits that 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 turning 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 part by the
Treasury Department under the Trading With the Enemy Act, and
in part by the Commerce Department under the Export Control
Act, our Government has required foreign recipients of various kinds
of U.S. technology to agree not to send certain kinds of produets
thereof to Communist China or Cuba. By arrangement between
Treasury and Commerce, we will shortly be taking over a substantial
portion of their control, with some modifications.

ADVERSE EFFECTS FROM TECHNOLOGY CONTROLS

Although this control has not been applied to bar all kinds of
foreign-made products of .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 Fast-
West trade. Members of the committee will recall the incident of
the planes that the United Kingdom wished to export to Communist
China, and the problems that arose from the fact that such planes
customarily contained British-made components constructed from
U.S. licensed technology. That case was certainly an irritant in our
relations with the British Government, as well as for the United
States and foreign firms involved. Recently, representatives of some
U.S. firms that regularly license their technology to firms in friendly
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, substantial detriment
to the development of free world industrial technology and the U.S.
role therein can result. )

In describing this problem, I wish to point out that our economic
defense policies and the 1962 Amendments to the Export Control
Act could not easily be reconciled with a view that we should yield
to the foreign firms in the situation I deseribed by permitting all
foreign-made products of U.S. origin technology to move freely 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 EFFECTS FROM RESTRICTIONS OVER EXFORTS INVOLVING U.S. ORIGIN
COMPONENTS

Comparably adverse effects can flow from our efforts to maintain
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 this field. Some have even included representations
by friendly foreign governments against what they have called our
assertions of “extra-territorial jurisdiction”; and our “invasions of
their sovereignties”.

PROBLEMS IN POSSIBLE UNITED STATES-SOVIET BLOC LICENSE AGREEMENTS

There is one more point about our control over technology that
should be considered by your committee. It is possible that in the
future some Soviet bloe countries might wish to enter into license
agreements with U.S. firms to use U.S. technology to make products
in the Soviet bloe, and to permit U.S. firms to use Soviet technology
to make products in the United States. In considering anything of
that sort, it would be important to give thought to the difference
between entering into such an agreement with a private firm in a
market-economy country, and the making of an agreement with a
Soviet bloc state agency. We know about legal protections that
exist in free world countries; but whether Soviet bloc countries ac-
cord similar protections and would refrain from carrying out existing
infra-bloc agreements to pool industrial know-how are questions that
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 their 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 by a U.S. firm as licensee of a Soviet bloe agency.

SPECIAL SITUATION OF CUBAN TRADE

Before closing this review of East-West trade problems, I should
summarize the special situation regarding Cuba. As you know, we
no longer buy anything from Cuba, including the sugar and tobacco
that 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-




64 EAST-WEST TRADE

cines, and medical supplies that we are willing to ship to her only
small amounts are being bought by the Castro government.

EFFORTS TO DISCOURAGE WESTERN EUROPEAN TRADE WITH CUBA

In the early part of the period after we cut off our trade with Cuba,
beginning in the fall of 1960, the bulk of that trade 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 industrial machinery and fleets of
buses and trucks, which help to strengthen and rebuild Cuba’s econ-
omy. Payments are apparently in part by cash generated from sales
of sugar, tobacco, et cetera, and in part by credits.

We have tried to discourage this trade through shipping sanctions,
withdrawal of aid, and diplomatic exhortations. And, of course, we
stand ready to penalize any who divert our embargoed goods to Cuba,
or who use them to make goods for that 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 restraint on
our trade with them.

Our efforts have had up to now only partial success in persuading
our Allies from helping to rebuild the economy of this country that
stands convicted in the Organization of American States of using
its power to foment and support communistic subversion, terror and
guerrilla warfare in the Western Hemisphere.

Further, when other free world nations are reported as assuring
that 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 highly sophisticated electronic gear
machine tools, and the like, that 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 that
threaten the seeurity and stability of other nations in this hemisphere,
probably depends, not on the COCOM-embargoed military-industrial
equipment, but on machines and parts that keep Cuba’s sugar mills
and petroleum refineries operating.

What should we do about this facet of our East-West trade prob-
lem? One extreme might be to cut off all trade with nations that
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 retreat 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 that they are interfering with
the efforts in the Western Hemisphere to curb the Cuban danger.

COMPLEXITY OF PROBLEMS OF EAST-WEST TRADE

In conclusion, I believe you will find from your study that the prob-
lems of East-West trade are very real and very difficult to solve on any
wholly satisfactory basis. I have heretofore made it abundantly clear
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that I favor personally the maximum of peaceful trade with the Euro-
pean Soviet bloe countries. This is still my position. However, I
recognize quite well that it is not enough just to say that we should
illlll]('l_[i?ll{’ﬂ.\' relax our controls to the level of those maintained by our
COCOM f{riends, even if 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 Ciamraax. Thank you very much, My, Secretary. Ithink that
is a very enlightening statement. It presents many complicated prob-
lems and some aspects of which I certainly was not aware.

EFFECT OF U.S. EXPORT CONTROLS ON SOVIET POTENTIAL

Your summation as to your own view is very clear, I think. T won-
der if 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.

Do you think this has been a substantial effect?

Secretary Hopees., No, Mr. Chairman, I don’t think it has had too
much effect.

The Cramaran. You do not think so.

Secretary Hooces., On the strategic items, I would not get into that,
because as to the military strategic items I think we and our friends
have stuck to our agreed position and it may have had an effect. But
other than that it is so-called nonstrategic or consumer items. I think
wa have atffected them very little.

QUESTION OF REEXAMINATION OF EAST-WEST TRADE

The Cramraan. 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 Hopees. It is very difficult to answer, Mr. Chairman, as
to whether they serve any useful purpose. 1 think we ought to con-
sider that we have been trying it for yvears and we are now up to the
present time. We seem to be getting further and further awayv from
our allies in our position, and I think it is pretty high time that we
look at the whole thing again. This vou might be interested to know,
vou gentlemen of the committee, that in an Export Promotion Confer-
ence called by the President under White 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, that the United States ought now to take a new look at
this whole question of controls and its East-West trade. This came
completely f'rnm industry and professional people out in the country.

Mr. Chairman, before I go too far could I introduce Dr. Behrman
who is pretty much an authority on this world trade, our Assistant
Secretary, and Mr. Hockersmith who has specific charge of 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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EFFECT OF U.S. TECHNOLOGY CONTROLS ON U.S. TRADE

The Cuamyan. Weare very pleased to have them all.

Your statement makes it quite clear that in most cases, or in many
cases at least, those materials and objects, whether they be machines
or technology that we deny the Soviet bloc, are obtainable in other
illllll‘-ill.l!l/t'{l countries, particularly West Germany and England.

Secretary Hobces. I would think in a substantial number of the
cases that 1s correct, wouldn't you say so, Dr. Behrman? Except for
extremely highly advanced technology, Mr. Chairman. We have a
few applications in front of us right now that we are looking at that
arve rather highly advanced. If I might just add a word here, because
this oversimplifies and sums up my feelings on this line, 1 think when
we get. a very highly sophist icated piece of technology or engineering
that no other nation has quite comparable, that we would be just very
foolish to turn that loose and let France, Germany, or any other of our
allies get, say, $50 to $100 million worth of supplies and equipment and
we furnish the technology for it. I would say if we are going to do
anything we ought to get all the business, because we are furnishing
the most important part of it.

That is one of the great problems facing us today.

The CramMax. 1 don’t quite see what the answer to it is; that is,
within the restrictions imposed under the law.

Secretary Hobges. That is part of our problem, sir.

DIFFICULTIES IN CONTROLLING EXTORT OF TECHNOLOGY TO ALLIES

The Cramaman. Are you suggesting that maybe we ought to reex-
amine the laws themselves? For example, it 1s very difficult for yon
to deny a legitimate sale by an American firm to a German or a British
or an Italian firm, isn’t it?

Secretary Hopces. Would you repeat the question, Mr. Chairman.

The Crammax. It is very difficult for you, if not impossible, to deny
the sale by an American firm to a comparable firm in any one of the
Western European free countries, particularly Germany, Italy, and
England ?

Secretary Hobees. Yes.

The Cramyan. And once that sale is made, then it is almost im-
possible for you to control what they do with the product, isn’t it ?

Secretary Hopges. Well, we have certain regulations which we spell
out.

The Cramyman. Do you think they are effective at all?

Secretary Hopaes. Would you answer that, Mr. Hockersmith ?

Mr. Hockersyrra. Yes, sir; I think they are effective to a major
degree. We require assurances from them before the technology is
transmitted that they will not use that technolgy to produce certain
goods which we specify for shipment to the bloc countries.

The Cramaran. I would think that is very difficult to follow through
and control. If technology is introducad into a country like Ger-
many, it isn’t very long before other people are aware of whatever it
is; isn’t that true?

Mr. HockersymrrH. That is correct. The technology soon becomes
known.

The Cramyan. It soon becomes known,
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Mr. HockersMrra. And comparable processes are developed which
do not involve U.S. technology and then it is loose.

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

Secretary Hopges. That is right, Mr. Chairman.

The Cramyax. That is a very rare occurrence.

Secretary Hopces. We have a few cases, but it is rare.

The Cramyan. So few that it doesn’t very greatly influence this
case.

BURDEN IMPOSED ON AMERICAN BUSINESSMAN 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 i1s 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
countries; isn't that what is happening ?

Secretary Hopees., That is right.

The Caamsaxn. Is that a correct statement?

Secretary Honges. I think so.

Mr, HooxEersmrTH. Yes.

The Crammax, Then what good purpose does it serve?

Secretary Hopoees. Mr. Chairman, I don’t think that I could answer
that very stmply. We are bound by law and by pressure from various
places, and there has not unfortunately been a clearcut administration
policy that would allow us to change 1t or to recommend changing.

The Cramramaxn. 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 that you are misinterpreting the law. I think you,in the
best of your judgment, are following the law.

But is the policy required under the law wise?

Secretary Hopees. It doesn’t seem so on the face of it.

The Caamaran. It doesn’t seem so in your view ?

Secretary Hopoaes. I should make a point that I look at this thing
a little more practically. 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 CHamyMAN. Yes.

Secretary Hopces. T believe in selling goods and I believe in giving
U.S. firms a chance to sell goods, always excepting the strategic items.

The Cuarrmax. What we are saying always excepts strategic goods.

Secretary Hopces. Always excepts that. But I think we are very
foolish, have been very foolish, and I don’t know what the answer is,
to turn down item after item when they can get it elsewhere, the same

kind.
OBTAINING A QUID PRO QUO FOR U.S. TRADE WITH SOVIET BLOC

And second, to furnishing philosophy on this, T think that 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 Cuaamyax. Since you brought that up, I noticed that in your
statement you made that point about a quid pro quo. What did
you have in mind as an appropriate quid pro quo that you could

require from the Communist countries?

Secretary Hopees. Well, there are many.

The Cuammax. What type of things do you think could be
practical ?

Secretary Hopges. Of course you would have to clean up—put it
this way—you would have to clean up certain things that are now
either stopped by law or that 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 that we want
to make with the Soviets that they would be bound by if we gave them
these things.

QUESTION OF SOVIET ATTITUDE REGARDING PATENT AGREEMENTS

The Cramrman. Have they been approached for that kind of quid
pro quo?

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

The Cramaan. You don’t know what their attitude might be?

Secretary Honges. I don’t. Do you have anything on this, Dr.
Behrman?

Mr. Bearmaxn. Their attitude is changing a bit on the use of a
patent system inside the Soviet Union, the extension of those rights
to foreign companies that wish to file. There is some evidence that
there is reception to an initiative in this area.

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

Mr. Bearman. No, sir; there are some agreements on protection in
some of the bilateral arrangements with European countries but cer-
tainly there is not an extensive patent syvstem in the Soviet bloe coun-
tries as there is in the Western European countries.

Secretary Honees. Would you add anything for the chairman and
gentlemen about other things that we might seek as in quid pro quo?
Dr. Behrman?

Mr. Bearmax. We still have problems on copyrights. There are
problems on commercial arbitration, on protection of industrial prop-
erties other than patents, on methods of trading with the State trad-
ing operation.

These are things certainly, Mr. Chairman, which would come into
a discussion of ways of expanding trade with the bloec.

EFFECT OF UNITED STATES-S0VIET BLOC TRADE POLICY ON BALANCE OF
PAYMENTS

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

T don’t want to leave that impression. I don’t know of tremendous
trade that we would want from them. But that again has not been
searched out, Mr. Chairman. The Soviet trading 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 that we can sell you, and there is a whole lot
of things 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 that is about
all you can talk about of any size.

EFFECT OF SHIPPING REQUIREMENTS ON U.S. SALES TO SOVIET BLOC

The Cramyan. In view of your statement that you favor an ex-
panding trade outside of the strategic field, how do you reconcile that
with the recent action requiring 50 percent of all grains sold, not just
wheat or wheat flour, to be shipp(w{ in U.S. ships? Doesn’t that, in
effect, make it more difficult for us to sell to the bloe because of the
difference in the price of shipments?

Secretary Hopaes. Mr. Chairman, this could be a long story, but
I will try to make it as short as I can. Yes; it makes it more dafficult
to trade, to require 50 percent. But I think that if we can get the 50
percent as we are currently getting on the present orders, then I think
it is good for our total business including our merchant marine and
shippers to require it.

The Cratrsmax. If that grain is available in Canada, are you going
to get it? Why would they pay more for our wheat than they pay the
Canadians?

Secretary Hopees. 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 trying to
et trade with ns, with all the agencies involved, all the requirements,
and all the restrictions.

ESTIMATE OF GOODS SOLD TO U.S.8.R. BY OTHER COUNTRIES DUE TO U.S.
RESTRICTIVE POLICIES

The Cramaanx. Have you estimated what Pm‘f ion of the goods sold

by other free world countries to the Soviet Union cannot be bought
here becanse of our restrictive policies? Have you made any calcula-
tions?

Secretary Hobars. Mr. Chairman, I don’t know how we would have
anything that I can give you on that.

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

Secretary Honces. No, sir.
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QUESTION OF FREER TRADE POLICIES IN SATELLITE COUNTRIES

The Cramman. Did you happen to notice an article in yesterday’s
newspaper, I think it was the f’c)st. about Rumania and the changing
attitude of the Rumanians toward free world trade?

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

The Cramymaxn. This article went quite far in saying that the Ru-
manians were showing a disposition to go on their 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 Hopaes. Yes, it is. We have a very distinct impression
that that ties in with Mr. Khrushchev’s rather happy remark they
were gefting too old to spank.

The CrAamMaN. Getting too old to spank?

Secretary Hopces. Yes, the satellites.

The Caamyan. He has some difficult political problems that inhibit
him from spanking them, too, doesn’t he ?

Secretary Hopges. Yes, he does.

The Cramaman. Senator Sparkman, do you have questions?

Senator SearkmaN. I will pass, Mr. Chairman, for the time being.

The Cramyan. Senator Carlson.

EFFECT OF SHIPPING ORDER ON AGRICULTURAL TRADE WITH SOVIET BLOC

Senator CarrsoN. Mr. Secretary, I appreciate very much your ap-
earance here this morning. 1 am a little concerned about the fol-
owing statement you made:

I have heretofore made it abundantly clear that I favor the maximum of peace-
ful trade with the European Soviet bloc countries,

It was just last week, I think, that vour Department issued an
order on shipping which will, in my opinion, practically close off trade
with these satellite countries in agricultural produets.

Secretary Hopers. Senator Carlson, if you don’t mind my saying
this, you are speaking with logic and you don’t necessarily have logic
in the Federal Government.

Senator CarrsoN. Someone suggested that 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 agricultural produets, in 1961 it was $69,672,000, out of a total of
890 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 agricultural State, and looking forward to the
tariff rounds which will be taking place in May in Geneva, I would
like to ask if that isn’t another indication that agriculture is going to
be traded down the river? ' =

Secretary Hopees. 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 restriction of 50 percent.
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Keep in mind, Senator and gentlemen, that 50 percent is applicable
to grains including wheat to the Soviet and the Soviet bloc, the Soviet
satellites; not to other agricultural products. There is no restric-
tion now on the shipment or sale of agricultural products other than
grains including wheat.

Now on the Kennedy round, that is an entirely separate subject but
I would say I have been deeply concerned from 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 pretty tough, which we
haven’t been too much in the past in dealing with the people on our
trade in the tariff negotiations.

Senator Caruson. I appreciate very much your statement on that.

I helped write the Trade Act.

Secretary Hopces. Let me correct what I said. The restrictions 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.

1t doesn’t include other grains.

Senator CarrsoN. As I understand the order you issued last week,
the shipping preferences previously to that time had been on wheat
and wheat flour ¢

Secretary Hopges. That is right.

Senator Carcson. Isthat correct?

Secretary Hopges. That is right.

Senator Carrson. Now does it not include such items as barley,
corn, grain sorghums, oats, rice, rye, and other grains that are destined
for the Soviet Union ¢

Secretary Hopoees. That is right, to the Soviet Union itself, not the
satellites. ;

Senator Carrson. In other words, as you stated yourself, why can
we or why should we expect even the satellite 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 Hobges. I don’t think they should.

DIFFERENCE BETWEEN SHIPPING RATES TO SOVIET BLOC

Senator Carcson. I am greatly concerned about it. What would
be a low rate on a foreign bottom for hauling 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 Hopaes. 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 that 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. Gues. Senator, the rate for foreign ships to the Black Sea ports
from the United States might average $11 right now, or $11 or $12 as
compared with $18 on the American ship.

Senator Caruson. Would I be correct in saying that some ship-
ment of wheat on foreign bottoms is as low as $8 7

Mr, Gmues. I think that is correct. The market is quite volatile,
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Senator Carrson. And the U.S. ships you say would be $187

Mr, Gies. From the gulf port area, the per-ton rate to Black Se:
ports is now, the ceiling rate is $18. From the North Atlantic ports it
1s about $16.

Secretary Hopaes. It could go under that but this is the maximum
they could charge.

Senator CarrsoN. In other words, it could cost 100 percent more to
carry it on a U.S. ship compared with a foreign bottom ?

Secretary IHooges. I don’t believe it would do that on the average.
It is high enough, but I don’t believe it is 100 percent more on the
average.

Mr. Gues. No.

Senator Carrson. But it is a substantial amount at least.

Secretary Hobees. That is right. I agree with that statement.

HARMFUL EFFECTS OF MARITIME RESTRICTIONS

Senator Carrson. 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 that
it should be privileged to suggest or at least hire whatever trans-
portation it needs to get it over there. If I were there I would try
to do the same things and I think they are entitled to this. It con-
cerns me greatly because it just seems to me that here we have a mari-
time union that is practically closing down the shipment of enormous
quantities of grains, of which we have surpluses. Not only that, but I
think that some of these food products that we have been sending
over there have been helpful in some of our international problems.

Is there any hope of getting any correction in this situation?

Secretary Hopees. Answering with complete candor, Senator, I
don’t see any immediate correction of this.

Senator Cartson. 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 Hobges. No: 1,700,000 tons they have bought.

Senator Carrson. 1,700,000 tons?

Secretary Hobees. Roughly that.

Senator Carrson. And is it not a fact that they have paid gold or
dollars for every shipment?

Secretary Hopges. Yes, sir.

Senator Carrsox. Is that not in our interest, in your opinion, in
solving our balance-of-payments problem.

Secretary Hobges. Very greatly so.

QUESTION OF APPLYING CARGO RESTRICTIONS TO INDUSTRIAL GOODS

Senator Cartson. Asone who has consistently supported the sale of
wheat and wheat products to the Soviet Union and the satellite coun-
tries, I regret this situation very much. I am hopeful that asour com-
mittee gets into this, we can at least see if we can’t do something
about the situation. Ias there been any thought of applying these
ocean shipping rates to industrial goods!

Seeretary Hobers, What do you mean by that, Senator?

Senator Carrson. I mean why just limit that 50 percent in 1.S.
ships to agrieultural goods? Why not also to industrial goods?
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Secretary Hopes. You might want to answer that, Mr, Giles.

Mr. Gires. Senator, there hasn’t been to my knowledge any sug-
gestion that this type of cargo preference be extended to industrial
Ignmi:-i.

Senator Carvsox. 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 agrieultural stand-
point since I am Irm&{ing down the road in years to come when it
comes to trading in agricultural products. I think we are going to
be in serious difficulty. And I know the Secretary is doing all he ean.
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. Giues. Yes, sir.

GRAIN POLICY AN ADMINISTRATION ORDER

The Cramyan. With regard to that last question, this policy on
grain is merely an administrative decision, is it not ¢

Mr. Grues. That is right, that is an administrative order.

The Caamman. Can you tell us why you picked out. grain?

Secretary Hopces. Because grain was what was considered at that
time. That is what Russia wanted to buy in quantity.

DISTINCTIONS IN SHIPPING REGULATIONS

The CHatrMAN. You testified they wanted to buy plants, fertilizer
plants, or fertilizer. Why don’t you apply it to that?

Secretary Hopees. You have got a full eargo situation, Mr. Chair-
man, in connection with this agricultural thing. The other you may
ship a single machine or just a piece. T don’t think as a practical
matter it is the same. Actually, from the competitive angle it is not
the same industrially. We are working in an entirely different field
of trying to get rates of shipments of steel or machines to the other
countries as low as the other countiries to us.

That is still another story. Our industrial people are at a disadvan-
tage. This has been going on for a long time, Mr. Chairman.

The CaairaaN. You mean generally, even to free world countries?

Secretary Hobces. Yes, yes. It isa strange thing that we don't hear
from our business and industrial friends about. these things, but you
hear from our agricultural friends constantly, and I don’t blame them.

Senator SYMINGTON. If the Chair will yield, what do you mean
by that?

Secretary Hopges. I mean by that that at the time the distinguished
committee of the Senate decided under Senator Douglas to investigate
ocean freight rates, I don’t believe we had five letters in our files from
all the people in America put together complaining about the fact
that there was a difference. That 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 T.S.
goods than it costs to bring the comparable thing the same distance
between the same two ports, in many cases.




74 EAST-WEST TRADE

The Cramaan. On the same line? This sounds like the old freight
rate differential that existed here in the United States for many years.

Secretary Hopoees. I don’t think there is much difference, Mr.
Chairman.

The Cruamman, How did it come about ¢

Secretary Hopees. I don’t want to come to any final conclusion be-
cause again this is subject to many, many phases, many facets, and
that, is being investigated—not by us, because 2 years ago, 2145 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 that the instigation and the push came
from the Senate and not from the administration and not from the
publie, not from industry itself.

The Cramman. That is a mystery to me. I don’t quite under-
stand how that got started.

EXAMPLE OF VARIATION IN SHIPPING COSTS

Secretary Hooees. T think I am oversimplifying 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.

That is what they say.

The Cramratan. What the shipping firms say ?

Secretary Hopoees. Yes; that is what they say.

The Cramaan. What do you say ¢

Secretary Hopaes. Well, I think that——

The Cramaan. Do you think it is true ?

Secretary Hopees. A ton of steel or a pound of milk or anything
else, that as you go from one port to another you ought to have the
same beneficial rate, the low rate for the U.S. goods, as you have for
other goods. I think that is the only fair way to put it. I can’t get
into technicalities as to why conference rates do this or that. I am
just 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 of disadvantage, I think.

Senator SymiNeroN. Mr. Chairman, may I ask a question in
context ?

The CaaRMAN. Yes,

Senator SymINGTON. Are you talking about the American ship that
goes from New York to Antwerp and the same American ship that
comes from Antwerp to New York?

Secretary Honaes, It could either be that, Senator, or it 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 Ewcalibur or some particular ship. I presume that would be
possible.
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I know it happens in the other.

Senator SymiIngToN. Are you stating that at times the American
ship owner, after the goods are :-.‘hippmr 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 Hopoges. That is right.

Senator Lauvscue. Do the unions have anything to do with this?

Secretary Hobers. No,sir. They don’t have anything to do with it.

DIFFERENTIAL IN CONFERENCE RATES BETWEEN EXPORTS AND IMPORTS

Senator Lavscae. 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 Hooees. I said, Senator Lausche, that this @ ship going
over at a fixed conference rate, so much a ton, that 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 that he charges any higher to get it over there.

Senator Lavscae. If he didn’t charge less, some foreign carrier
would.

Secretary Hopaes, Exactly. Iagree with that.

Senator Lauscuae. So he is trying to recoup. He has to pay the
workers. He has to pay the crew. And it is better for him to come
back with the reduced rates than to come back without any cargo at
all and still pay the worker. Isn’that aboutit?

Secretary Hooges. Go ahead, Mr. Giles.

Mr. Giues. Senator, I think what is involved here, that the Secre-
tary referred to, is not the competitive rate as between American ship-
owners and the foreign, but the rates set by the shipping confer-
ences.

Senator Syminerox. Will you use the miecrophone please, so we can
hear?

Mr. Giues. That is the rates set by the shipping conferences, which
means that the same low rate 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 Hopees. You may note, gentlemen, that recently some of
the shippers, the individual shipping companies, have withdrawn
from the conference which sets these rates.

Now your other distinguished committee of the Senate is going
into this very thoroughly so you can get from them the total informa-
tion on this subject.

The CaamrMAN. Senator Sparkman.

RATES SET BY SHIPPING CONFERENCES

Senator Sparkymax. I just want to pursue that a little further. That
study that you referred to was one made by the Joint Economic
Committee, wasn’t it?
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I may say that a report has been put out, and if any individual
Senator would like to read it, I think he would find it most helpful.
But Mr. Secretary, going back just a little bit on something that was
suggested by the chairman, isn’t this situation comparable to one that
we fought against for a great many years in the South, against the
favored territory of the United States on railroad rates?

Secretary Hopges. 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 donot take exception to what you say.

Senator SearEmax. It is all right to discuss it now because it has
been straightened out after 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 that—the shippers conference?

Mr. Gires. Shipping conference; yes, sir.

Senator Searxaan. Shipping conference. And any ship company
or shipowner who is a member of that conference is bound by the
rates l'%l:lli are set ; is that correct?

Mr. Giues. That is right, yes sir.

Senator SparemaN. And it doesn’t matter whether it is an Ameri-
can ship or a foreign ship. And the only way that they can avoid
this is to withdraw from the conference ; isn’t that right ¢

Mr. Giues. Yes, sir. These are voluntary conferences in the sense
that each ship line can belong or not, and I don’t want to give the
impression that there is nothing good about the shipping conferences.

Senator Spargyman. No. I was going to ask if there are certain
advantages that the shipowner gets out of them?

Mr. Grues. Yes; keep in mind that there is no international body
which can sit at the top of all your shipping situations and maintain
some degree of order such as we have within the United States: an
1CC sitting over all on railroad rates and that sort of thing. No one
nation is yet to the point where it will give up its sovereignty, you
might say, with resl)oct to its own shipping rates to an international
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 shipping conferences have operated completely fairly and in the
best interests of our country.

In many of these conferences our American shipowners or shipping
companies are pretty much in the minority numerically, that is, with
the foreign shipping lines substantially outvoting them so far as the
numbers go. But this is just one of the problems that has been brought
to light so far in studying our export-import rates and the difference
between them.

COMPARISON OF T.8. EXPORTS AND IMPORTS

Senator Sparkman. Mr. Secretary, how do our exports compare
with our imports at the present time? How are they running?

Secretary Hopges. We have a balance, sir. We have a favorable
trade balance. We exported last year something over $22 billion
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worth, including certain 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 PERCENTAGE OF U.S. GROSS NATIONAL PRODUCT

Secretary Hopoees. But I want to, instead of leaving the impres-
sion we are doing very well, we are still exporting less percentage-
wise of the gross national product than any industrialized nation of
the world, by all odds, a very great discrepancy.

Senator Sparkaran. That would not include the Red bloc countries.
That would not include Russia, for instance?

Secretary Hobees. You mean our percentages against theirs?

Senator SpARkMAN. Yes.

Secretary Hopces. We don’t know what their percentage is really.

Senator Spargyax. I was under the impression that Secretary
Rusk gave us comparable figures on those two, that it showed Russia
to be a good bit less.

Secretary Hopges. Well, it could be.

Senator Seargman. Less than the United States.

Secretary Hopers. It could be. I should have used the expres-
sion “industrialized free world countries.”

PRESENT LAW INHIBITS COMPETITION AND CONTROL

Senator Sparkyan. Yes. Do I understand from your presentation
that 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-West trade, or to control those
countries with reference to certain goods that we should not like to
see traded with the Iron Curtain countries?

Secretary Hopers. That is right, Senator, that is very much so.
We are now, not counting the general license which runs into the
thousands constantly, we are handling about 700 cases a day in the
export control function of the Department of Commerce, about a $4
million job, employing about 300 people keeping up, and more than
half the time we are arguing among mn'svl]\‘:_'r_-‘. what we ought to
do with the other parts of the Government. '

EXPORT CONTROL ACT{ BATTLE ACT

Senator Spargman. We amended the Export Control Act the
year before last, didn’t we!?

Secretary Hopges. Yes, sir; in 1962. That is on the economic side
of it, so to speak.

Senator Seargman. The Senate a few yearsago passed some amend-
ments to the Battle Act. Do you recall those? The House never did
pass them.

Secretary Hopars. I do not.

Mr. Hockersyrra. Yes, sir. This was an amendment, I think,
the one you are talking about, an amendment which would have per-
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mitted the President to make exceptions with respect to particular
countries within the Communist bloc, where there was an indication
that those countries were pulling away and gaining a degree of in-
dependence,

Senator Seargman. If that amendment had become law, would that
have helped the present condition ¢

Mr. Hockersarra. No, sir; it would not.

Senator SpArkMAN. It wouldn’t have had any real effect on it ?

Mr. Hockersyurn. 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, that is right, That is all, Mr. Chairman.

The Cramsran. Senator Mundt.

RELATIONSHIP OF EAST-WEST TRADE AND U.S5. AID PROGRAM

Senator Muxpr. In your first analysis, Mr. Secretary, you list the
desiderata which you say should be kept in mind in conjunction with
East-West trade—three problems. I wonder if there is not a fourth
one which this committee and the administration 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 it is my position that we cannot consider Bast-West trade in
a_vacuum, apart from the fact that part of our policy in this world
also involves a program which has resulted in a total expenditure now
of over $100 billion of aid to the free world.

I was wondering why you didn’t include that among the considera-
t1ons we must kkeep in mind.

Secretary Hopees. Senator, that would be too complicated for me.
I think we are talking basically here about the question of trade 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 that aid is not in our Depart-
ment,

It would be handled in the State Department. T am sure that con-
stantly, day by day, that when the :I-i(\ people are talking, that they
ought to be looking after the interests of the United States in getting
goods from the United States sold abroad. I am sure that comes
up from time to time.

PROBLEMS OF TRADING WITH COMMUNIST COUNTRIES

Senator Mu~pr. I am not trying to say whether the aid program is
good, bad, justifiable or nonjustifiable, or productive or counter-
productive. But I am trying to point out that you can’t have one seg-
ment of the Government dealing exclusively with trade and aid pro-
grams with the Communist part of the world, and another part of the
Government existing and working totally and exclusively with the
problems of free countries which are trying 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 watertight segments and say that,
on the one hand, we have a Department of Commerce problem involy-
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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 i
perspective.

I don’t think you have made any recommendations for change.
You have simply presented a problem; am I correct about that, Mr.
Secretary ?

Secretary Hopaes. Basically, we are differing the status.

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 restricting our trade and encouraging others to restrict
their trade with them. What bothers me is that now we are talking
about a program which is designed to help the Communists, who
would hurt those free countries which we are endeavoring to prevent
from being hurt with our aid program.

It is just as simple as that. I think it is a totally ineredible assump-
tion to believe that the American public is going to stand still for more
than a year, maybe not that long, for a program that 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
ieast defensible program that our allies have adopted, and expanding
our trade with the Communist bloc. By pursuing this policy—even to
the extent of perhaps giving the Communist bloe lower shipping rates,
longer-term credits, and low interest rates—we are 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 think you can divorce the two. I think we are like a blind
man walking out in the middle of high noon, just failing to open our
eyes. And you don’t relate the whole problem to all its parts. It is
inconceivable to me that you can present to the American public that
kind of a two-headed monstrosity. We can’t have it both ways.
Either we want to strengthen the Communist world—and you can
build a hypothesis that maybe this is the way to get credit. If that
is the program, let’s kiss goodby the aid program which has worked
for 16 years starting with the Marshall plan in Greece and Turkey for
which T voted. I have supported most of the aid program. But you
are looking at one Senator who is not going to support a self-defeat ing
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—
g0 that the blow will not come as fast and it won't be so sudden—“we
are going to continue to strengthen your capacity to resist this Com-
munist power that we are doing our best to strengthen with trade, with
credit, with subsidized shipping rates, and with other things.”

Does that make sense to you, or does that sound entirely like just
a South Dakota treaty?

Secretary Hopaes. It isa 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 administration is going to do thus-and-so for the Soviets, in-
cluding long-term credits and low-interest rates, that those things are
not true at the moment. Whether they will ever come true

Senator Munpr. I know they are not true at the moment, but we
are moving up to a new moment of truth, it seems to me, by these
hearings.

Secretary Hopces. I would say that 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 think 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 Muxpr. I am not alleging that 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 trade program. Tf you feel they should be divorced, 1 cer-
tainly would like to know why.

Mr. Bearman, First, 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 Export Control Act.
The relationship of aid and trade of the other free world countries
to the Soviet bloc does come under the Battle Act and we do work

with the other departments on the implementation of that responsi-
bility through, again, an interagency commitiee. So we are not with-
out comprehension and understanding of the difficulties which you
yourself have raised.

MUTUAL BENEFIT OF PEACEFUL TRADE WITH THE BLOC

As to the objective of strengthening the Soviet bloc through trade,
obviously trade is a means of increasing production, productivity by
whoever engages in it.

It is the best way of gaining certain goods.

Senator Munpr. It i1s good for both sides.

Mr. Benryax. It is of mutual benefit, and it is the mutuality of it
that we are concerned with. We think that we gain through an ex-
pansion of peaceful trade with the bloc. They are not gaining always
a net advantage over us in trade, which we carefully 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 East and West.

It is a mutual benefit.

Also we do consider that there ig a long-run benefit in opening up
economic contacts with the bloc in the area of peaceful trade.

Also there is another point on this 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 MEANS OF STRENGTHENING LESS DEVELOPED COUNTRIES

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 that they can stand on their own and
make their own decisions. These are interrelated as you point out,
but they are also separate. If we can strengthen the less developed
countries by our assistance, they then are able to sustain themselves
against 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 that much in power over the decisions of the Western
European countries.

QUESTION OF STRENGTHENING THE COMMUN IST ECONOMY BY TRADE

Senator Muxpr. I assume then we start out with this agreement,
that trading, expanding trade with the Communist bloe, does
strengthen the Communist bloc. Otherwise they wouldn’t trade. You
say properly that it also strengthens the United States because we are
expanding our trade.

Is that the position?

Secretary Hobees. That is truein theory of course as the reason that
they do it. Our own trade with them is so small that it doesn’t help
or hurt one way or the other.

Senator Muxpr. By that I presume you mean that we are strong
now and that consequently we don’t get strengthened as much. But
this, you see, simply emphasizes the point that I am making.

QUESTION OF TRADE WITH BLOC W FEAKENING AID RECIPIENTS

Maybe as we strengthen ourselves a little bit we strengthen the
Communist bloc substantially more because it has great inefficiencies,
because we all believe that the Communist economy is not as produc-
tive as ours. But in strengthening the Communist bloc, and in
strengthening the United States, we still make comparably weaker the
free countries of the world who are not beneficiaries of that. That
is the point I am making.

We are strengthening the power of the Communist bloe to attack
those who then get increasingly weak by comparison, and they call
out for an expansion of aid. It just can’t work that way. We have
to have consistencies in this program some place, haven’t we?

Secretary Hopaes. Senator, if you don’t mind, I don’t want to argue,
but T would like to point out I think you are really oversimplifying it
now. We are not affecting the Communist bloe to their strengthening
very much because, as we point out, what we are doing is about 1 per-
cent only of our total exports, and that includes some of these recent
sales.

Senator Munpr. May I suggest, if T may interrupt, that you can’t
play this game by percentages like you do horses. If you help them
just 1 percent—but that 1 percent happens to give them chemical
plants that they lack totally, that is tremendously significant assistance
to the Communist bloc?
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Secretary Hopees. What we are trying to bring to you to be of any
help we can, and then you in turn to be of help to the administration, is
what are the alternatives? What do we now do? If you didn’t have
these allies that were shipping them anything practically they wanted,
getting strategic out of the way, we wouldn’t have the problem because
we are the most idealistic nation in all the world. We try to lead the
way and so forth.

If you didn’t have these doing it we wouldn’t be here talking about
the thing today. We would just stay away from it and let them starve
or whatever happens to them. They do usnally do it incidentally.
They are pretty well self-sufficient. I do not think what we are doing
with the Communist nations is necessarily weakening these other na-
tions we are trying to help.

I couldn’t buy that.

Senator Muxnor. It is a matter of comparison. You can’t help but
weaken the other nations when you strengthen, as we all agree you do,
the Communist bloe by trading with them. I agree we have been ideal-
istic regardless of whether we have Democratic or Republican sections
of States or Presidents. For 17 years we have done a pretty good job
of helping to restrict and discourage trade with the Communist bloe.
This has been an American concept for 17 years.

Secretary Hopoees. That is right.

NEED FOR CONSISTENT POLICY

Senator Muxpr. Now increasingly at the tail end of these 17 years
other countries have been sneaking around the corner and have been
reducing the strategic list and cheating a little bit. We recognize that.

But I submit the answer to that is not to accept this totally bad new
Gresham law of money, wherein bad money drives out good money and
bad practices drive out good practices. It 1snot for usto capitulate but
to continue to try to lead, not to become a follower. The fellow who
has spent $100 billion trying to help the free world suddenly shouldn't
become the steam calliope at the end of the parade.

We ought to continue to be out in front with the brass band trying
to lead. Now let’s not surrender; that is all I am asking. Let’s try
something. I am asking that you or the President or somebody call a
trade-aid conference of the free major exporting countries of the world
of which there are less than 10 and get them together in your office or in
their offices and say : “Look, this is a world problem, this is a free world

roblem. Obviously if you are going to continue to expand your trade
in everything that the Soviets want at the lowest and cheapest, prices
and the longest and easiest terms of credit, eventnally Uncle Sam
has to get into competition with yon. And friends, we are still
the biggest and the toughest and the strongest economic power in the
world and if you are sure that that what you want is this kind of com-
petition. to see who can help the Communists the most, and you force
us, we can sell them so many more supplies than you are selling them
vou are not going to benefit very much over the long pull.”

Now there must be other alternatives. I have suggested an alterna-
tive. I don’t think it is the optimum answer or the ultimate answer,
but it is an alternative, and that is to return to some kind of cooperative
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understanding among the free exporting 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 think it is consistent
at all to ask the American public to stand still for a program that 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 attitude to say, as we do to the British,
“We don’t like your trading with Cuba, it is a Communist country:
but we are going to trade with Russia. It is a different kind of
communism.”

I don’t like our attitude of being inconsistent in the face of the
world, and inconsistency is as obvious as the wart on the nose of the
queen.

When we say to De Gaulle, “we don’t like you trading with Red
China because it 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 Honces, I certainly couldn’t raise any exception that the
Senators should take a look, a long hard look at both of these prob-
lems, both the East-West trade and the aid problem. I think that
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 that when you help take
care of your relatives after you help them get on their feet they go
on about their duties and they don’t ever give any credit and they go
about their business and still give you trouble,

I think it is true with anybody internationally. A fter you help peo-
ple and have gotten things straightened out and they can run it on
their own pretty well, as they can, talking about our allies, and it is
no reflection against them, I think that you have got to be realistic
and now look at what they are doing. \

I think 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, that is understandable,

Senator Muxpr. Except that their future self-interests are involved
very definitely because they still recognize that this big relative called
Uncle Sam who has helped them on their feet is so strong in competing
with them in foreign trade markets that we could bring them to
their knees.

Secretary Hopees. That is history. What have you done recently
for me is the slogan, both Democratic and Republican.

Senator Muxpr. Well, yes, but also what can you do for me
tomorrow.

We can talk to them in terms of what we can do to them tomorrow.
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TRADE PERCENTAGES OVER PAST YEARS

Secretary Hopers. This great country has not proved that it can
do much against the rest of the industrialized nations of the free world
on selling goods abroad. We do 4 percent against 12 percent.

Senator Muxpr., A pretty good record.

Secretary Hopces. They are 200 percent higher on their 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 Muxpr. 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 that 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 Caamyman. The Senator from Ohio.

REASON FOR DISCUSSION OF TRADE POLICY

Senator Lavscae. Am I to understand, Mr. Secretary, that the
State Department and the administration intend to change the policy
that has been in existence for the last 15 years with respect to trading
with the Communist countries?

Secretary Hobars. Senator, we aren’t recommending any basic
change. We have been trading with Russia for all of these 15 years.
The only reason it comes up now

Senator Lauvscue. I think you have answered the question. Why
has it come up now?

Secretary Hopges. It has come up now primarily as I explained to
one of your Senate committees, the Agricultural 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
thing 1s up for discussion. and this recent activity referred to by
Senator Mundt of our allies seeming to sell more freely to the Soviet
bloe than we have been doing.

QUESTION OF POLICY CHANGE

Senator Lavscue. Then am I to construe the view expressed by
yourself and by Secretary Rusk to be that there is no contemplation of
changing the policy with respect to trade with the Communist
countries ?

Secretary Hopees. That is right. We can’t change it under your
laws. We are obeying the law. We are pointing out to you that it
looks a little foolish and we ought to take a new look at it. That is
what we are trying to do.

Senator Lavscae. Do you have in mind taking a new look for the
purpose of changing the Johnson Act, the Battle Act, and other acts?

Secretary Hopars. We have no specifies in mind, Senator Lausche,
as to the wisdom of
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Senator Lavscur. Then T will assume that there is no intention
to change the policy with respect to trading 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 after
World War IT1? Was it in about 1948 that we decided that we would
curtail our trade with them?

Secretary Hopges. Yes. I think we passed the Export Control
Act in 1948 and then amended it in 1949.

DIFFERENT TREATMENT OF COUNTRIES IN RELATION TO TRADE

Senator Lauscue. 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, that
we will put Cuba, North Vietnam, North Korea, and Communist
China into a separate category !

That is, they are the hard core.

Secretary Iobes. We probably should have had an A and a B
under that first. They are in a different category now, Senator
Lausche.

Senator Lauscae. They are in what you would call the hard-core
Communists?

Secretary Hopces. Yes.

Senator Lauscae. And we will treat them differently from how
we will treat the East European countries and Red Russia?

Secretary Hopoees. That is what we are doing, and what we would
continue to do.

Senator Lavscie. That 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 Hopers. As far as this act is concerned, the answer is
‘EYQS-”

Senator Lavscre. And also a higher level of consideration than we
give to Red China, North Korea, and North Vietnam?

Secretary Hopees. That is right.

Senator Lavscae. And on that basis in our trade with them, we
will act differently as between them?

Secretary Honces. Secretary Rusk, I think, went into that very
fully both publicly and before your committee, that you would have
these series of blocs of countries that we are, for our own good rea-
sons, the best we know it, are treating them somewhat differently now.

Senator Lavscue. Why do you want to treat Red Russia with a
milder approach than we treat North Vietnam, which Russia precip-
itated into its domination, and North Korea and Cuba? Why do you
give Russia a preferential treatment when it is the parent of all of
these nations that are causing us trouble?

Secretary Hopces. Senator, I am not sure that anybody can answer
that as simply as we would like to have it. I take it Secretary Rusk
gave you the reasons. They are mainly political reasons, interna-
tional political reasons.
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SOVIET ECONOMIC PROBLEMS

Senator Lavscue. Someone has made this statement: “Tt would
be folly for the United States to help Khrushchev solve his eritical
problems without getting something in exchange.”

Is Khrushchev having economic problems as far as supplying his
people with food and consumer ;:00:.{9 that they want?

Secretary Honces. I think 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 Lavscue. Do you think that the Communist system, with
its collectivization of farms, will worlk?

Secretary Hopges. No, Senator, I do not. I have been there. I
haye been to those farms, and I don’t agree with anything they are
doing in that system.

Senator Lavscue. Then the scarcity of food is not merely because
of drought. Tt is because of the collectivization which doesn’t work.

Secretary Hopges. This is a little technical, but they are shorter of
wheat crops than they were before, even under the collectivization
system. They are having a worse time with wheat without regard to
the system. Y

Senator Lavscae. But they needed wheat badly, didn’t they ?

Secretary Hopees. Yes, and they still do I think.

Senator Lavscre. And they still do.

Secretary Honers. I think so.

Senator Lavscae. And we found ourselves in trouble with our gold
reserves, so we thought that 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 Hopges. That is right.

QUESTION OF CONDITIONS CONTINGENT TO WHEAT DEAL

Senator Lavscar. Did we ever ask Khrushchey 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 neutralization of Laos?

Secretary Hobnces. Senator, I would doubt. if we did.

The Cramyan. We didn’t give it to him. We asked him to pay for
it, didn’t we?

Secretary Hopees. Oh, ves.

Senator Lavscur. Surely, he had to pay for it, but that is not the
issue. He needed it badly. He needed 1t 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 Hopers. Senator, I think you are painting it a little
blacker than it is. It is black enough, but I think you are painting 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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several times that much from Canada and will be ready for the next
season with Canada which sells quickly without fussiness about it.

Now you again put your finger on the thing that if I had been han-
dling thie whole thing myself, I would have wanted to say let’s get a
quid pro quo. But this wasn’t the time to get it because it takes a long
time to get these things worked out, as you well know, because they
become international negotiations over a long period of time.

BACKGROUND OF TRADE CONTROLS

Senator Lauscue. In studying this problem, did your experts
take a look back to the time before 1941 to ascertain what goods we
were selling to nations who subsequently used those goods for the de-
struction of our boys? I am now talking about Japan.

My recollection was that we were selling goods to them, and that when
the crash came, the people of the Nation realized what a mistake it was.

Now my question: Was that background studied in trying to de-
termine what we ought to do for the future? Was any study made of
1t ¢

Secretary Hopees. Senator, I think I would say that the 1948 law
eame out of that kind of thinking. We now have stopped the shipping
of strategic items that they could turn against us.

DIFFERENT TREATMENT OF COUNTRIES IN RELATION TO TRADE

Senator Lavscue. With a nation that is in distress, how do you dis-
tinguish between what is strategic and not strategic

Secretary Hopbees. You say a certain specific number of items,
items that are on the strategic list, you just don’t ship them.

Senator Lavscue. Well, you claim Cuba is our enemy, and you have
embargoed trade to them.

Secretary Hopaes. Senator, I don’t think you can say “You did so
and so.” We are all American citizens together.

Senator Lavscue. We did.

Secretary Hopces. Yes, we did because you are in the same boat
that I am in.

Senator Lavscae. That is right. I can’t see how you can apply a
different rule to Cuba, North Vietnam, and Red China from that which
you apply to Red Russia. I simply cannot see it, and I would like to
have yon explain it again.

Secretary Hopers. I will explain it the way I understand it. There
won't be any logic at all in the campaign this summer and fall with
the Republicans against the Democrats or vice versa and I put them
both in the same category, and it would make no sense in trying to
discuss internationally why you treat some nations different from
others. It depends on what is best at that time and you use whatever
is best at that time. That is what they will be using in the campaign.
It is almost like a political campaign.

Senator Lauscue. If the Cuban people are in need of food, why
do we deny it to them and sell it to Russia?

Secretary Hopges. We don’t really deny them food. They haven’t
asked to buy any food. We shipped last year, other than trade for
the prisoners, we shipped them $75,000 total, and we did not turn
down particular licenses for food.
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QUESTION AS TO INTENTION OF LEGISLATIVE REVISION

Senator Lavscue. I would just like to ask a question about the
laws. Are you contemplating asking for a change in the Battle Act or
the Johnson Act or the other acts which impose restrictions upon
the right to trade?

Secretary Honees. No, we have no suggestions along that line at the
present time.

NATURE OF U.S. EXPORTS TO POLAND

Senator Lauscne. Do the figures which you gave for trade with
Poland and Yugoslavia show how much of our exports were under
Public Law 480 for which we were paid soft currencies?

Secretary Honees. Yes, our figures will show that. We will get
them for you. We have them here, a whole lot of them.

Senator Lavscue. A susbtantial part of our exports were under
Public Law 4807%

Secretary Hopges. Yes, as far as the total is concerned. Tt is turn-
ing now. We are now saying to them, “We will let you have so many
bushels under Public Law 480, we want you to buy so many more for
hard dollars.” That is beginning to turn. I think, Senator.

Mr. Bearyan. Last year, in 1963, Senator, about half of our total
exports to Poland were Public Law 480, and other noncommercial
exports.

Senator Lavscae. What was the total of exports to Poland ?

Mr. Bearman. $109 million in 1963, 54 of which were commercial
and 55 of which were Public Law 480 and noncommercial.

Senator Lavscue. How much more were our imports?

Mr. Bearyan. From Poland ¢

Senator Lauscue. Yes.

Secretary Hopnees. Substantially less. We will get you the figures.

Senator Lavscae. If you have them conveniently.

Mr. Bearman. The total imports in 1963 on a half-year basis—no,
on a 9-month basis, $32 million, so it would be about $40-some million.

Senator Lavscue. Get those figures and put them in the record, will
you please?

Mr. BeEarmaw. Yes, sir; we have them.

(See pp. 105-106.)

QUESTION OF LIBERALIZING TRADE WITH U.S.8.R.

Senator Lavscre. Now I close with this. Red Russia has been
wanting to trade with us for, T would say, a decade.

Secretary Honges. They have been trading with us.

Senator Lavscae. But they want to expand it far more than what
we have done.

Secretary Hobges. That is right.

Senator Lauscme. I recall that Cyrus Eaton of my home city has
been one who has been advocating this liberalization of trade with Red
Russia. Aren’t we, in fact, intending to liberalize our trade standing
with Red Russia?
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Secretary Hopees., 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 earlier in my testimony.

Senator Lauscue. That is all T have.

The CrammaN. The Senator from Missouri?

DEFINITION OF STRATEGIC MATERIAL

Senator SymineroN. Thank you, Mr. Chairman.

Mr. Secretary, I am impressed with your statement. You talk at
length about strategic materials. You say the other free world coun-
tries have a broader approach to what is, or is not, a strategic material.
That, of course, makes it possible for them to do more trading.

Mr. Baruch, who knows quite a lot about international trade, once
said that 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 treasury to buy more arms, and so forth.
Do you have any definition of what is or is not a strategic material in
the Department of Commerce; does that definition fluctuate?

Secretary Hopces. It fluctuates according to the annual revision of
the COCOM list, Senator Symington.

Senator Symineron. But the COCOM list is less stringent.

Secretary Hobges. Tess stringent.

Senator Symineron. What is the difference between what you con-
sider to be a strategic material and what they consider a strategic
material ¢

Secretary Hopees. Would you comment on that, Dr. Behrman?
Maybe you can give it a little more clearly.

Senator SymineroN. 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, that
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 (‘(lppi'l'. 1L Was “()p]')l"!l‘ wire.

Secretary Hobges, Tubing, wasn't it?

Mr. BEarman. It was wire.

Senator Syaineron. Wire, and drawn down fairly fine, too.

3

Mr. BEaryan. Right.
METHOD OF DETERMINATION OF STRATEGIC MATERLALS

Senator Symrxeron. That, of course, was just double talk, from the
standpoint of reality. What is the difference in definition between
what we consider strategic and what other free countries, trading so
heavily with the Communist bloc, consider strategic?

Mr. Benraax. Our list is largely the COCOM list, which is essen-
tially related to things which we have an effective control over as far
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 matter of surveillance as much as anything. DBut we
still have a more extensive control.
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Senator Syarrxeron. When you survey. do you make your own de-
cision, or do others have the decision as to whether it is or is not
strategic?

Mr. Beuraman. We have an interagency committee, Senator, with
State, Defense, and other 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 Syauxaeron. Now, Mr. Secretary, wouldn’t you say that in
our system the only source for taxes is income, including profits?

Secretary Hobaes. That is basic.

Senator SymineToN. Wouldn’t you also say, as a former business-
man, that the greatest single incentive to normal profit is volume?

Secretary Hobges. Yes, very much so. I think that is where the real
profit comes.

BRITISH TRADE WITH RED CHINA

Senator SyaineroN. How many years ago did Britain recognize
Red China ?

Secretary Hobees. Oh, I guess 15 years ago, wasn’t it ?

Senator Syaaneron. Did the other Commonwealth countries rec-
ognize Red China at that time also?

Secretary Honges. 1 wouldn’t remember, Senator.

Senator Syanineron. Has Britain been u.ulm_u‘ with Red China for
those years?

Secretary Hooees. T am sure they have. I wouldn’t want to say
you are still exempting these strategic items, aren’t you?

Senator Syminaron. What they say is a strategic item, which is

far more embracive than what we say.
Secretary Hobees. Whatever it is. Yes, they have been trading. I
don’t know how heavily.

FRENCH RECOGNITION OF COMMUNIST CHINA

Senator SyminerToN. As I understand it, capitalism depends on
trade, does it not ?

Secretary Hobees. Yes, domestic or foreign or both.

Senator Syauxeron. Volume is the greatest determinant of price,
quality being equal, is it not ?

Secretary Hopees. I agree with that.

Senator SyainaroN. Isn’t the best profit one can make an over-
absorption of fixed overhead because of volume?

Seeretary Hooees. May I use the term cream on the bottle of milk?

Senator Syminerox. That’s it. Do you believe that President de
Gaulle’s decision to recognize Red China was in part because he was
getting tired of wate ]lilt\' other countries in Europe get trade his
industries could supply on a value basis if they were allowed to trade
1]1"‘\0’

Secretary Hovces. I would say that is a good part of it.

Senator Syaiverox. You think part of his decision was along
those lines?

Secretary Hobees. Yes, sir.
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COMPARISON BETWEEN TU.S5. AND ALLI FE? TRADE WITH COMMUNIST BLOC

Senator Symineron. Isn't it true that we tax our people heavily
in order to provide, in effect, a defense umbrella for all the other free
countries of the wur]d"

Secretary Hobees, Yes, sir.

Senator SymineroN. Do you believe any other country could resist
physically the Soviet Union, if the Soviet Union decided to conquer
that country ?

Secretary Hopaes. I do not.

Senator SyaaneroN. The physical strength of the United States
protects all other free countries?

Secretary Hopaes. Right.

Senator Symineron. Do you believe that?

Secretary Hopces. I agree.

Senator Syauneron, I am only asking. You are the head of the
lhlputm(m that involves business and trade more than any other.
You have also had a great deal of experience in private business, far
more than the average pub]lc servant.

How long can we continue, as a nation, to finance, through the taxa-
tion of our people, a majority of the defense of all these other free
countries against 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 stes uIJ!\ lower the trade barriers so as to steadily
inerease their trade. How long can that go on?

Secretary Hopges. 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 that way.

Senator SyarNeToN. You do think it is running out?

Secretary Hobees. Yes.

Senator SymingroN. Could we infer from that, you do not think the
current situation can continue indefinitely ?

Secretary Hopges. That is right, but I would like to put in this
caveat: that 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 getting sick and
tired of the way you are doing: we are going to step out of the
picture.” 1 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 SyariNeron. T certainly wouldn’t want to see us do anything
like that either, and am just trying to get some information. Pe w:]ih'
talk about the fact the British sold buses to Cuba, then defend it by
saying we sold wheat to Russia. But weren’t the British trading
heavily with Russia for many, many years before ?

Secretary Hopees. Oh, yes.
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Senator Symineron. Before we ever sold any wheat to Russia?

Secretary Hopaes. Yes, and still are,

Senator Symincron. Weren't they also trading with Red China
for years?

Secretary Hovees. And West Germany. West Germany is number
one of all our allies, and the United Kingdom is second.

Senator Symixgron. I know that, but am just talking about the
people who say they now have the right to sell the buses because we
sold wheat. That isa non sequitur; is it not ?

Secretary Hopees. I think so.

Senator Syaineron. If we wanted to, we could say we have the
right to sell the wheat because you have sold so much of many things
over the years.

Secretary Hopoaes. That is correct.

Senator Syaineron. And our position would be more logical;
would it not?

Secretary Hopces. It is not a very good argument on their part.

EFFECT OF CONTROLS OVER SALES OF COMFPONENT PARTS

Senator Syaxaron. Now running 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
parts to other countries which might 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 Hobges. Yes, sir.

FINANCIAL CONTROLS BASED ON LAW

Senator Symineron. Yousay on page 4 that there are various finan-
cial controls of the Treasury Department affecting Far East Commu-
nist countries and Cuba. Is that due to law, or due to Executive
decision { . i

Secretary Hopees. It is based on the law, foreign assets control law.

Senator Syaingron. I wanted to be sure about that.

Secretary Hobers, Trading With the Enemy. I think the popular
name is Trading With the Enemy Act.

FRENCH TRADE PROGRAM

Senator Symincron. You point out that the Federal Republic of
Germany is first in both exports and imports, and the United Kingdom
second in both exports and imports, mn 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 Hopges. Yes. I do not know how much they are in it
now, but I am sure that that is a part of all of their program, is to get
more and more trade with these countries—South America or wherever
they are going.
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EFFECT OF TARIFF NEGOTIATIONS ON AGRICULTURAL TRADE

Senator SymiNgToN. The President pointed out that, counting Pub-
lie Law 480, we sold last year, or moved to the satisfaction of our agri-
cultural economy, over $5 billion of our agricultural 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 that this
amount is heavily reduced in this new round of negotiations?

Secretary Hopars., 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 that, and needed all of ours, they
would buy it. But I think they are trying to shut us out to a certain
extent,

TRADE AGREEMENT WITH AUSTRALIA

Senator Symineron., Are you satisfied with the beef agreement
we made with Australia, where we can’t ship any pork in there, which
they do not have apparently but allow them to continue to ship beef
in here in heavy quantities?

Secretary Hopces. T am not acquainted, Senator, with that basic
decision which was made, but it doesn’t sound right.

CANADIAN TARIFF ON AUTOMOBILE ASSEMBLIES

Senator Syarineron. 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 that ?

Secretary Hopces. 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 SymineToN. You think their action was both unilateral and
unfair in this regard ?

Secretary Honces. 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 Syarvaeron. Trade is the essence of the future of the econ-
omy of the United States, as well as all other free world countries,
1s it not ?

Secretary Hooers. Sure it is. T don’t think 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 Syminaron. Doesn’t it appear to you sometimes that we
are becoming more internationally minded, diplomatically, but are
being pushed into a form of economic isolation ?

Secretary Hobges. Senator, we simply——

Senator SyaineronN. Relatively speaking.

Secretary Hopees. Senator, we are simply not knowledgeable on
this side of it, and we have never m‘ientm} ourselves in our interna-
tional relations to this problem.

80-642—64—pt. 1—7
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ADMINISTRATIVE AND LEGISLATIVE CHANGES REQUIRED FOR SWITCH IN
TRADE PATTERN

Senator SymiNeToN. So you feel these hearings are constructive,
that it is a matter which should be looked into ?

Secretary Hopges. Very definitely.

Senator SymineroN. Thank you, Mr. Chairman.

The Caamyax. Mr. Secretary, in that connection, in reply to a
yrevious question, you said you weren't suggesting changes in the
Ln\'. Does that mean that this situation can be remedied by admin-
istrative changes?

Secretary Hopoges. Certain parts of it can be remedied by admin-
istrative changes, depending on how you look at these items that 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 getting tougher for us by the day.

Senator Syamixeron. That is right.

Secretary Hobees. So we will have less reason for turning it down
than we did 3 years ago or 16 years ago. But this thing will not be
solved as a total trade such as our neighbors are doing, except by
legislation.

The Cramrman. Except by legislation.

Secretary Hopces. Yes, sir.

The Cramman. And there is a legislative problem that is impor-
tant, in addition to many administrative changes, in changing the
pattern.

Secretary Hopaes. That is right.

The Cuamman. 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
wlmtlmr or not they are serving the national interest. Do you agree
with that?

Secretary Hopces. Yes, sir.

TRADE ROLE OF WAGE RATE DIFFERENTIALS

Senator SymineroN. If the Chair will yield for one observation,
I remember testimony given on the average hourly rate in the shoe
business, nn{)ormnt 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 rate 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 that is the chief competitor today of
the American shoe industry is 28 cents, including fringe benefits. Cost
is labor, material, overhead, and profit if any. The only possible
way to equalize any differential such as 28 cents against $1.95 would
be with heavy volume on the most modern machinery.

Now it would seem that these other countries, in addition to having
such favorable rates, are moving in to get the additional volume. Does
that make sense to you?
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Secretary Honees. I think you have stated the problem.
Senator Symineron. Thank you, Mr. Chairman.

OTHER FREE WORLD CREDIT TERMS

The Cramsan. Mr. Secretary, could you give us for the record
what kind of credit terms are available to the Soviet bloc from other
free world countries? Have you any statistics or tables on that?

Secretary Hopges, 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 that we had in mind,
what is basically termed commercial terms, as to wheat for 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 Caamryvax. We read in the paper that the British are con-
sidering, and perhaps have by this time extended, longer credit terms
to the Soviet b{uc. Isthat correct ?

Secretary Hobees. Yes. From what we hear, it is. I couldn’t state
it for a faect, but I think that is true, and I think that the French are
doing the same thing.

The Cuamrman. I wonder if it would be possible for someone in your
office to get as much information as you can about what other countries
are doing in the way of credit terms? )

Secretary Hobges. We will be glad to do it, Senator. We ought to
doit. It is a difficult thing, but we will do the best we can.

(See pp. 106-111.)

INTEREST RATES

The Cuamsman. Aside from the length of the term, do you know
if the interest rates are about the same or not ?

Secretary Hopaes. Their interest rates are usually higher than ours.

The Cuamryaxn. They are usually higher?

Secretary Hopces. Yes; but you know when you are buying things
if you have got long enough time in which to pay it, you don't really
-are how much interest it is sometimes.

GUARANTEES SIMILAR TO THOSE OF EXPORT-IMPORT BANK

The Cramsman. We had testimony in connection with the wheat
bill concerning the matter of the Export-Import Bank guaranteeing
credits. Is this customary with other countries?! Do other countries
give similar guarantees to their private——

Secretary Hooges. I think that is pretty general.

The CHamrmaxn, Isit?

Secretary Hovges. I think they are way ahead of us.

The CuaamrmaN. Your information is that most of them do?

Secretary Hooges. Oh, yes.

The Crarrmax. We had specific testimony that Canada did ex-
actly this: is that correct?

Secretary Hobges. Oh, yes. It has been done in other countries on
the Continent and the United Kingdom.
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The Cramyax. By Germany and the United Kingdom?

Secretary Hopces. 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 Cuamyan. I understand in France one of the great incentives
there is their value-added tax from which all exports are exempt; is
that correct?

Secretary Hobces. That isright. T don’t know that it is called that,
but they have both in Germany and in France, I think, a turnover tax
or something.

The Cramman. That is what it is.

Secretary Hobees. Yes. It isapplied through domestic production,
and if a manufacturer ships to another country, he doesn’t have to pay
that, and that gives him an inside of several percent.

The Cuairyan. It is very large, I am IOIJ.

Secretary Hobees. I have heard up to 7.

The Cuammaxn. 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 Hopaes. Yes.

The Cramsmax. Internally 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 Hopges. It is almost impossible to meet it.

The Cramyan. It would be somewhat similar to an American firm
being exempt from all income taxes on anything it exported;:
wouldn’t it? Maybe that is a little higher.

Secretary Hobaes. Yes; they do not apply it to the income tax, but
they have other methods of applying it.

The Cuamryman. So that :u:ihn from this particular problem of ex-
porting to the Soviet bloc, or East-West trade, we have a lot to learn
on trade in general to everybody, don’t we?

Secretary Hobees. We are babes in the woods.

MOST-FAVORED-NATION TREATMENT

The Craryax. Do the Western European countries give most-fa-
vored-nation treatment to the Soviet bloc countries?

Secretary Hopaes. Yes, sir: Dr. Behrman says they do.

The Cramyman. Do they do that generally or by bilateral agree-
ment ? ' )

Mr. Benrmax. Generally by bilateral arrangements, Senator.

The Caamman. But the fact is they give this to all or practically all
as far as you know of the Eastern European countries, as well as the
Soviet Union?

Mr. Bearman. That is correct, sir.

The CHakMAaN. Are these Soviet bloe countries treated by Western
European countries like free world countries with the sole exception
of strategic goods?

Mr. Benrman. Yes, sir.
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EXTENT OF U.8.8.R. DUMPING PRACTICES

The Cuamaan. Can you tell us anything about the extent to which
the Soviet Union engages in dumping or unfair price competition
generally ?

Mr. Benrymax. 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
poliey.

The Cramyax. You are speaking now of the Soviet Union?

Mr. Beuryan. Yes,sir.

The Cramraan. 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. Benryax. This was prior to this administration, Mr. Chair-
man, and I am not sure exactly what the procedure was.

The Ciamman. You seem to leave the impression that after they
started this, upon our request they stopped it. Is that the impression
you sought to leave with the committee !

Mr. Berraan. As I understand, Mr. Chairman, these conversations
were taken up by other countries as well.

The Cramymax. By other countries?

Mr. Bearman. So that there wasa strong position.

The Cramrmax. Since you have been in the Department in_ the
last 2 or 3 years, there has been no substantial amount of dumping?

Mr. Benrman. No, sir; there has been no substantial amount.
None has been brought to my attention at all for that matter.

DOES COCOM HAVE A POLICY AGAINST DUMPING?

The Crairmax. Does the Coordinating Committee have a policy to
stop dumping by the Communist bloc?

Mr. Benryax. 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 Cramrmay. Since you have stated it 1s 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
aness, to those cases you mentioned of aluminum, tin, and benzene.

QUESTION OF VOLUME OF U.S8. 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 Hopees. I would doubt it, Senator.

Mr. Hockersmrri. No; we don’t have any fignres as to that.
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The Cramsax. Can you state your opinion as to whether or not
this does take place in substantial volume?

Secretary Hopees. Maybe Mr. Hockersmith, 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. Hocxersyrrri. That is correet.

The Cuamrman. Is that your opinion, Mr. Hockersmith?

Mr. Hockersmrra. Yes, sir.

The Cuamrman. And you would say it is not very substantial ?

Mr. Hockersyrra. Outside of the processing of the wheat into
flour.

The Cramryan. Was that substantial? Do you know about what
that was?

Mr. Hockersymrra. No, sir: I don’t know the volume of it. T would
think that it was of some magnitude, but not a very large magnitude.

INTERDEPENDENCE BETWEEN WEST EUROPEAN AND EAST EUROPEAN TRADE

The Caamrman. To what extent are the nations of Eastern Europe
dependent on the West for industrial-type goods, and to what extent
are Western European countries dependent on the East for their
source of raw material ?

Secretary Hopees. I cannot answer that, Senator, except in a very
general way.

The Cramratan. That is all right; answer it in a general way. 1s it
substantial ?

Secretary Hobees. I think there is an interdependence, and in the

case of the West Em‘n{n'ans and the East Europeans as a matter of

convenience they would do trading. They might find it in some other
parts of the world, but things being normal, they would buy it from
their nearby neighbors. Similarly, 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 Cuamyan. That was their traditional trade pattern, was it
not ¢

Secretary Hobces. Yes, sir.

The Cramyan. Before the war?

Secretary Hobces. Yes, Senator; and I would just like to plnlnm
phize a moment. I have talked to many people abroad after the First
World War and the Second World War. They don’t have much senti-
ment about this business of war and what happens after. They start
trading the next morning after the shots have stopped. That is the
way they operate.

The Cuamrman. They regard war as an aberration and not a re-
ligious crusade.

Secretary Hopges. Just something that intervened in their normal
operations.

PREWAR AND POSTWAR TRADE BETWEEN EAST AND WEST EUROPE

Mr. Bearaan. Senator, could I add to that a bit?
The Cmamyan. Yes.
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Mr. Benraan. I think the potential is much greater than the actual
occurrence of trade even between Western and Eastern Europe.
Statistics on German exports to European Soviet bloe, for example,
indicate about $700 million of exports in 1962 on a total German export
of over $10 billion. So this is T percent, and there is a comparable per-
centage on imports from the European Soviet bloe to total German im-
ports : comparable figcures exist for most of the rest of Western Europe.
They have much less than 10 percent, whereas prior to World War 11
these percentages were higher.

The Cuamymax. Do you have any idea how much higher?

Mr. Bearyan. I am trying to think back in my own memory. 1
don’t have the statistics in front of me, but there were substantial
yurchases of agricultural and industrial materials from Eastern by
k\ estern European countries.

The Cuamyax, It would have been my impression that before the
Second World War there was a very substantial amount of trade
between Eastern and Western Europe. One was highly industrial-
ized, and the other was primarily agricultural, and I believe that they
did trade in substantial amounts.

Secretary Hopees. Much of the worth of these Western German
sales, Senator, is to East Germany.

The Cramaman. And, of course, Eastern Europe. I think I saw in
the press the other day, maybe it was yesterday, that West Germany
has a bilateral trade agreement with every one of the Eastern Euro-
pean countries; is that correct ¢

Secretary Hopees. I would think so.

The Cuairman. I think it is so stated.

Secretary Hopaes. Yes: I would think so.

DISADVANTAGE TO EAST EUROPE IF TRADE STOPPED

The CHamyaxN., Would you venture any opinion, if all this trade
was stopped, whether Western or Eastern Europe would suffer more?
Which 1s more self-suflicient, in other words?

Secretary Hobees. You mean the trade between the Western Euro-
pean nations and the Eastern Europeans?

The CramrMmaN. Yes:; which would suffer the most ?

Secretary Hopces. 1 guess the Eastern European nations would
suffer the most.

The Caatraan. Why?

Secretary Hopees. Because your Western people have more friends
from which to buy and sell.

The Cramyan. They have a greater opportunity ?

Secretary Hopees. Yes.

YUGOSLAY TRADE WITH WESTERN EUROPE

The Cramyan, I believe in the previous hearings it was stated that
some 75 percent of Yugoslavia’s exports or foreign trade were with
Western Europe. Do you remember that ?

Secretary Hobees. I think that is about the figure.

The Caammax. It is a very substantial amount, much more than
with Russia.

Secretary Hobees., Yes.
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POSSIBILITIES OF SOVIET PETROLEUM SALES

The CramymaN. You mentioned tin, benzene, and aluminum. What
about 0il? T have been disturbed about the trade possibility of oil and
petroleum products, the production of which has increased very
markedly in the Soviet Union. What do you think are the prospects
of the Soviet bloc selling increasing amounts of oil to Western Europe
and Japan?

Secretary Hobges. T would rather some of these gentlemen answer
that with the details, but I think they are going to do it. But I don’t
know what the figures will be.

Mr. Bearmax. We don’t have any figures on it either, Mr, Chair-
man. We know that this is a desire on their part.

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, reports of
dumping prices at which the petrolenm 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 pill'wlilu-
that they are developing. But as to the extent they will be able to
succeed in selling oil, this we have no estimate of.

The Caamman. Of course they have run into some very strong
r'um]]wtitinn from North Africa recently, haven't they, which is also
available to Western Europe?

Mr. BEarman. Yes, sir.

EXPORT CONTROL COORDINATION

The Cuamyan. 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 I]{mmm. 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 authority 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 right or the
wish to veto.

SOVIET PRODUCTION THROUGH COPYING

The Cmamyax. One question you raised that 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 tothis?

Is this a prevalent practice of the Russians or not ?

Secretary Hopges. That is the thing that has bothered me personally
as Secretary of Commerce more than anything else that we have done
under our export control administration.

We are reasonably sure that there has been a great deal of it and T
think, as T have said, you may have a machine that 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 ATTITUDE TOWARD PATENT PROTECTION

The Cuarryan. Do you have any reason to believe that 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 Hovges. No. The Russians, as far as I know, and, of
course, we don’t deal in international negotiations with them, that 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 1 have not known whether there has been any discussion with
them as to whether they would sign an agreement that they would do
certain specific things.” My hunch is if you went to them on the basis
of cleaning up the most-favored-nation matter and all the rest of the
things, that you could probably get some kind of an agreement that
they would abide by.

The Cramyay. How about the experience of the West Germans
who are the largest trading nation in l]lu- free world? What has been
the Germans’ experience on thiskind of an arrangement ?

Secretary Hopees. 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 trust on many
things—that on these trading matters, credits and so forth, they have
done all right.

The Cramsan. And also with regard to respecting the patent
rights or the designs, and they would buy the machines rather than
taking one and just copying it?

Secretary Hopars. That T cannot answer for other countries.

The Cuamman. Have any of our allies or any of the Western
European countries made any comments on this aspect?

Mr. Benryax. Let me comment on several aspects of that, Mr.
Chairman. First the Soviets did have a delegation over here about a
vear and a half ago studying our patent system, talking with U.S.
patent attorneys and companies as to their 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 T know of where a foreign patent hohller in
Russia objected to the use of a patent, 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 T recall, made some payments. So
that they are not unaware of the problem, and they are at times
T'!‘Sl]ﬂ]’l!‘*i\'(’ 1o it.

PROTECTION OF RIGHTS THROUGH BILATERAL AGREEMENTS

These rights that you are speaking of, however, are sometimes pro-
tected by the Western European countries through their bilateral trade
agreements. So that there is an arrangement for ways of solving the
problems. '
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The Cramrmax. That is provided for in the specific agreement ?

Mr. BearMaN. Sometimes in their bilateral agreements, which we
do not have.

The Cuamyax. Which we do not have. What small trade we do
have is just trade without pursuance of an agreement ; is that correct ?

Secretary Hopees. That is correct.

The Craamryvax. We do not have bilateral agreements with any of
them.

Secretary Hobges. That is right.

DIFFICULTY OF PRIVATE CONCERNS DEALING WITH GOVERNMENT AGENCIES

The CaARMAN. In your initial statement, which I thought was ex-
cellent, you touched on the difficulty of private concerns doing business
with a Government agency, and the possibility of the Government
agency shopping around and taking :1(]]\'21|1t:|gl- of the multiplicity of
private traders. What is the answer to this problem ?

Secretary Hobees. I don’t know, Mr. Chairman. I would think
that this would be a part of a total discussion with the Soviets, if you
were going to open this thing up.

The Cuamman. Isthiscovered and dealt with by the other countries
under these bilateral agreements? Do you know? Is that a method
of approaching this difficulty ?

Mr. Benrman. It isa method ; yes, sir.

TERMS OF WESTERN EUROPEAN TRADE AGREEMENTS WITH SOVIET BLOC

The Cuamyman. Have you or anyone in the Department studied the
terms of those agreements, and the way they work out ?

Mr. Benrman. Yes, sir; we have had them under study continuously
for a good number of years. They have a long history.

The Western European arrangements are by no means as specific
as the bilateral agreements which some of the less developed countries
have with the Russians. They are generally umbrella agreements.
They cover a list of goods which each says he is willing to sell to the
other.

They are not barter-type agreements, and they are not. what we call
financial agreements or swing credit agreements. They are not credit
agreements, to my knowledge, which build up a long credit bet ween the
Western Europeans and the Russians, or the Soviet bloc. Therefore,
they are really terms of reference, terms of trading, stating types of
commodities, agreements. They are not. barter agreements.

The Cramrman. After that agreement is executed, then does a pri-
vate industry, say in West Germany, go to the agency, say in Bucha-
rest, and make its own deal?

Mr. Bearyman. Yes, sir.

The Cramman. Not the Government of West Germany. It has
no further function at all?

Mr. BearmaN. Save for possible financing.

The CramrmaN. And all the government does is make the trade
agreement : is that correct ?

Mr. Benryax. That is correct.

The Cuamrman. And provide credit where necessary in accordance
with the terms.
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INABILITY OF UNITED STATES TO CHANGE (\'I'I'lllil{.‘:‘,l| TRADE POLICIES

Secretary Hopges. Mr. Chairman, I am going to have as my guests
for lunch the equivalent of the NAM President of Germany, and I
will try to go into this in more detail.

The Crmamman. I think it would be very interesting. We might
Jearn something, if we are not too proud to do so, from the way these
other countries carry on business, don’t you think?

Secretary Hovces. I agree thoroughly.

The Cuamrman. I know very little about how they do it, but the
are obviously going to trade, whether we like it or not. You don’t
think that a conference with them to try to persuade them to reverse
their policies has any prospects of success, do you !

Secretary Hopbges. We are constantly sitting down with them in
COCOM and other meetings. We get nowhere.

The CrammmaN. You can try out this German at lunch to test his
attitude, and determine if he is willing to give up their trade?

Secretary Hopees. I know exactly what he is going to say.

The CrARMAN. I suspect I do, too.

OBSTACLES TO U.S. TRADE WITH COMMUNIST BLOC

It seems to me that not only the lack of any specific bilateral agree-
ment here, but also the multiplicity 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 Hopges. I couldn’t agree more, Senator. I think all we
do is piddling.

The Cuammay. Take an American manufacturer or businessman.
Except 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 Hopges. We don’t know how much we are missing.

The Cramrmax. So you don’t really know whether there is a mar-
ket to be developed or not ?

Secretary Honaes. No.

QUESTION OF MARKET DEVELOPMENT

The Caamrman. That is on the one hand. On the other hand, is the
qlucs;tion you also raised. What do they have that we can use other
than gold? Of course we can use that. But do you think there is
much prospect of their having materials and goods which we need ?

Secretary Hopees, No. I don’t think we could fool ourselves by
saying that they can ship us a whole lot of goods. The Russians
themselves claim, the Soviets claim, they can, including machinery
and so forth. We have not gone to the point where we say put down
the list and we will put. down the list like a bilateral, 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. i

The Craamman. Yes. There could be three-cornered trade.
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Secretary Hopces. Yes, and we could sell them a whole lot more
than we buy from them.

EXCLUSION OF RUSSIAN FURS

The Cramraran. Yes. I note that you referred in your statement
to our excluding certain Russian furs. - Why do we exclude these furs?

Secretary Hobces. Because there is some kind of a little law that
we have down here.

The Caamarax. What kind of a law? T 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 CHamyan. Whatisit?

Mr. Lewis. It lists certain specific furs from Russia, sable and
ermine, I think, and just flatly excludes them.

The Coamyax. We Llc'm't produce them. Why was that put in?
Where do we get our sables?

Secretary Hobces. 1 don’t think any of us would dare to try to
answer that one. 'l'hut was in the wisdom of the Congress.

The Cuamraaxn. I was struck by this 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 traditionally imported furs from either
Canada or Russia and other places; is that not so?

Secretary Hopges. That is basically true. I would have to look up
the legislative history. We just know it is there.

NEED FOR REEXAMINATION OF TRADE POLICIES

The Cramaran. The time is getting late. T don’t want you to miss
your lunch with the German industrialist becanse you might learn
something from him on this matter. I think your statement is
excellent.

I am pleased that 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 from South Dakota,
that policies are interrelated; that is, that you can’t isolate trade and
ignore political considerations. But that in itself is no reason for not
reexamining both and especially trade policies. Do you have any
other suggestions to make before we close ?

Secretary Hovges. I would just make this final statement, Mr.
Chairman, after 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, w hich 1s a large and varied Department, I con-
stantly ask the question, “What are you doing and why and how long
ago did you get the instructions in writing to do it?”

Then I find, the other day, for example, mnwbodv said we got that
from a ‘wmpt.u\ of Commerce in 1943. They are still carrying it out,
I said, “Any reason you are carrying it out?’ They said, no, they
hadn’t thought about it.
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I think that is the way we sometimes do with our laws, such as on
furs. We pass them J‘II[] 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 Cuamyax. I appreciate that. We are going to try to be a
party in that connection. The meeting with the Secretary of Agri-
culture, Secretary Freeman, has been changed from this I'tlclav
Mareh 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 that we can make this study a meaningful one, and per-
ha }--;_’,'l\‘P some guidance to the Congress and to the country.

Secretary Hobers. Thank you, Mr. Chairman. If you want any-
thing from us also, let us know.

The Cramryan, Thank vou very much, Mr. Secretary.

The meeting is .ul]numed

(W ht-u-npnn. at 12: 30 o’clock the committee was adjourned, to re-
convene at 10 a.m. Monday, March 23, 1964.)

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

THE SECRETARY OF COMMERCE,
Washington, D.C., March 25, 1964.
Hon. J, WiLLiaM FULBRIGHT,
Chairman, Committee on Foreign Relations,
[7.8. Senate, Washingion, D.C.

DeAr Mr. CHAIRMAX : I am enclosing information which the Senate Committee
on Foreign Relations requested when I testified before it om March 16, as
follows :

Statistics 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.

Information regarding eredit and interest terms made available to Sino-Soviet
bloe nations by other free world countries through bilateral trade agreements
and otherwise, as requested by Senator Symington and yourself at transeript
pages 163 and 164 ; see also page 167.

Sincerely yours,
LuruEr H. HopGes, Secretary of Commerce.

Principal U.S. exports to Poland

[In thousands of dollars]

| 1961 i 11963

Agricultural produets. . ..o oceieaae MR SR 57,357 71, 962 74,603

Of uhivh-—

(27, 768) (26, 271) J] (39, 793)

(161) (3, 003) i

SR bl ¢ (3, 138) . 516)

Grain «:rghums o s (444) (14, 574)

Wheat flour. e oo (2, 621) {J 101} (1, 84)

Tobicco, unmanufactured. b ] el Nl LS (1, 915)

Boybeans. .-« oeeocennnnsn i (1,025) | ({7 ] SRR

1,00 ... .

(16, 840)

Tallow, inedible. . - - 4, 360

Cottonseed ofl, refined_ 2, 6587

Metal fin L'«hlmz cleaning, and coating machinery.

Private relief shipments_ ... e

Total of above
Total exports. . __

1 January to September,
Bource: 66th quarterly report to Congress.
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Principal U.8. imports from Poland

[In thousands of dollars]

Cunned cooked hams and shoulders...
Other pork, prepared or |Jn"‘rr\u1 s A 2,
Hides, skins, and furs.. ... B 2 4,352
Of which—
DRl T TRl e S . S S e S | | (1, 203) (1,325)
Mink fur, nndressed._ ... ___ 1 2) | (1.703) (1, 472)
Feathers and down, erude . ... .. .... . SEirT o 5 | 1, 091 40
Oasein. .. : = e g s 2 1,353 120
Pig and hug . 3 e TR e B i 26 642 1,075
Linen, ramle, and he! mp e P AL ol S i i3 | 1, 408 1, Ilf-
Total above. . . o < o R T N KT 4. | 34,416 H, l."a&
Total imports.... 3 ER ST = B , 248 45, 586 32, 149

! January to September.

Bource: fifith guarterly report to Congress.

CHARACTERISTICS OF BILATERAL TrRADE AGREEMENTS BETWEEN WESTERN MAJOR
INDUSTRIAL COUNTRIES AND SovIET-Broc CouxTRIES oF EUROPE

Bilaterals between Western major industrial countries and Soviet bloe¢ 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 quantities to be exchanged. Such lists usunally provide for
bloc exports of fuels and raw materials, such as erude petrolenm, 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 bloe countries to the industrialized West., Among the commodities des-
tined for import by the Soviet bloe, machinery and transport equipment are by
far the most significant category. Manufactured products such as chemicals,
iron and steel produets, and ball bearings rank next in importance among Soviet-
bloe imports. Consumer goods and foodstuffs usually play a minor role in their
imports.

The trade lists are not necessarily exclusive. Trade can take place ountside
the agreement, provided that 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
payments—with provision for swing credit arrangements, arbitration of dis-
putes, and mutual protection of traders in each other’s territory. 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 guantities
of commodities stipulated in the overall agreement and make other changes to
reflect altered requirements of the contracting 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 trade agreements between Western countries and the bloe coun-
tries appear to contain provisions relating to patent infringement. Many trade
agreements have classified annexes or amendments, including letters of under-
standing. It is possible, therefore, that these special addenda to trade agree-
ments do make provision for protection of designs, technology, and the like
against nnauthorized use, and other matters that the bloe partners do not wish
publicized.

LoxG-TERM TRADE AND PAYMENTS AGREEMENT BETWEEN THE FEDERAL REPUBLIC
oF GEERMANY AND THE UNION oF SoCIALIST SoviET REPUBLICS FOR THE YEARS
1961-63

The Government of the Federal Republic of Germany and the Government of
the Union of Socialist Soviet Republics,

Considering a further development of trade relations between the Federal
Republic of Germany and the Union of Socialist Soviet Republics to be in accord-
ance with the interests of the two countries,

And desiring to establish a sound basis for the exchange of goods and pay-
ments between the Federal Republie of Germany and the Union of Socialist
Soviet Republics,
have agreed as follows :

ARTICLE 1

The Government of the Federal Republiec of Germany and the Government of
the Union of Socialist Soviet Republics, within the framework of each country’s
existing legal provisions, shall take the necessary measures to promote the
mutual exchange of goods and mutual services in the field of trade and other
economic relations between the two countries.

ARTICLE 2

During the period January 1, 1961, through December 31, 1963, trade between
the two countries shall be carried out in conformity with lists A and B attached
to the present agreement.

The competent authorities of the two countries shall immediately grant import
and export licenses for such goods as are specified in the lists referred to above,
in compliance with their countries’ existing laws, regulations and provisions.

The two governments shall take every measure in their power to make possible
the entire fulfillment of the quotas provided for in lists A and B. For this
purpose and to insure the carrying out of mutual trade in a regular manner, the
two governments shall endeavor to insure the fulfillment, in each year of the
present agreement's validity, of the quotas provided for in the above lists, if
possible equally within 6-month periods. Goods the delivery of which is bound
to specific seasons may be imported or exported in the course of the season
concerneid.

ARTICLE 3

Appropriate adjustments in and supplements to the lists referred to in article
2 shall be made by mutual agreement when annual trade protocols between the
Federal Republic of Germany and the Union of Socialist Soviet Republics are
concluded.
ARTICLE 4

Both governments shall favorably consider the issuance of import and export
licenses for goods not specified in the lists referred to in article 2, or for quanti-
ties exceeding those set forth in the lists.
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ARTICLE 6

Payments resulting from trade between the Federal Republic of Germany and
the Union of Socialist Soviet Republics and from transactions related thereto,
as well asg all current payments between the 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 referred to in paragraph 1, the general provisions prevailing for this
kind of accounts shall apply.

As far as the foreign exchange regulations of the two countries will permit,
payments may also be made and/or accepted in currencies other than deutsche
mark.

ARTICLE 6

The payments referred to in article 5 shall be settled in accordance with the
technical procedure established by agreement of the German Federal Bank and
the State Bank of the Union of Socialist Soviet Republics.

ARTICLE 7

The Government of the Federal Republic of Germany and the Government of
the Union of Socialist Soviet Republies shall appoint their plenipotentiaries who,
upon the proposal of one of the two governments, shall meet in one of the two
countries, in general alternately, 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
trade relations between the two countries.

ARTICLE 8

The present agreement shall enter into force on January 1, 1961 ; it shall be
valid until December 31, 1963.
Done in Bonn on December 31, 1960, in two originals in the German and Rus-
sian languages, both texts being equally anthentie.
(Signed) A. H. vax SCHERPENBERG,
(For the Government of the Federal Republic of Germany),
(Signed) A. Samirxov,
( For the Government of the Union of Socialist Soviet Republics).
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LisT A

Commodity quotas for imports from the territory of the Union of Socialist Sovict
Republics into the territory of the Federal Republic of Germany for the years
1961 through 1963

. Grains.....
. Crabs, nod
3. Caviar and ¢
I o e e D
5. Intestines for medieal and pharm:
3. Ofl cakes and o £ (extracted) oeve---thousand tons._.
. do.
&. Whale oil, crud e e
. Timber, sawn._ .. z < tho
" Timber, round. ... _....thousand solid cubic meter
L e L thousand cubic meters_.
e T T R R = e sand tons
RBituminous coal. ... e e e R b
" Iron ore (from Kriwo] ROg).... ... ......thousand tons.
. Manganese ore. g Sy do
Chrome ore. .. SN I - do__.
Apatite ore.. ... 2Tt - do
. Ashestos ’ o= - TR
. Plgiron... e e ISR L T
Ferrochrame. .. =t . - L R do
Ferrosilicon - 1= S SRR L
ingsten concentrate. Lt e do
} 4 do
do
S do
L = 2 __kllograms
Palladinm - : - R (1
Machinery and equipment... .. : million DM
rirolenm, crude sl LB S JIE ] ..thousand tons. .
i 1 oil = Ty o R
. Heating oil e do..
o T NS T RS S e S fetotes s A do....
Base oil SR LY e D e
. Hard paraffin - FL I £
Chemicals. . ...... i - Sas _.million DM _.
5, Benze b R, | am = thousand tons..
7. Pitch from bituminous coal tar e -do
A patite concentrate IPpE=E SSEFRRNA L s
. Turpentine oil........-.- : de
. Sulfar. ... S
. Pharmaceutica

2. Cotton e S i e ..thousand tons. .|
3, Linters..... e it e e i gt im0 0)
. Flax (llax, tow, combings) = T e e B [ e
ERr 1 77 ) i S S == b e et AR O
. Coarse wool and fine go B e
. Bedfeathers and down ; &
3. Animal hair and bristles do..
. Fur skins A e e eI,
. Raw tobacco.. e ameanmnsthousand tons. .
51. Precious and semiprecious stones...
2. Printed matter. = e
3. Products of the
. Miscellaneous goods (passenger
for, amber, labradorite in blocks, aluminum allc
minm, glycerine, fishmeal, aleoholle beverages, natural
honey, goods for consumption and other goods)
million DM..

NOTES

1. This lst comprises only goods originating or having been produced in the territory of the Union of
Socialist Soviet Hepublics, Goods acquired through transit trade and reexport transactions shall be
charged against the commodity quotasestablished in this list only by sgreement of the competentauthorities
of the two countries,

2. Commodity quotas of above list expressed in values are based on f.o.b. or free-at-border prices of the
exporting country.

i The question of grain imports shall be the subject of negotiations to be condueted yearly at the right
time between the two governments concerned.

* May be raised.

80-642—64—pt. 1——S8
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List B

Commodity quotas for imports from the territory of the Federal Republic of
Germany into the territory of the Union of Socialist Soviet Republics for the

vears 1961 through 1963

MACHINERY, EQUIPMENT OF VARIOUS KINDS, AND SHIPS

. Machine tools for metal cutting (turning lathes, grinding machines, gear-
cutting machines, jig-boring machines, vertical lapping machines, machines
for the processing of piston rings, component parts for passenger cars and
tractors, as well as machines for the storage industry, ete.).

. Machines for noncutting shaping (mechanical and automatic presses for the
metal powder industry, embossing machines, hydraulic stamping presses,
vacuum presses, forging manipulators, ¢ asting m schines, ete.).

. Power oqulrmvut and apparatus and equipment and apparatus of the elec-
trical engineering industry (water eddy brakes, furnaces, diesel power sta-
tions, silicon rectifiers for electric locomotives, electric d)‘lllulllnnntvrs. ete

. Coal mining equipment,
tries (coal preparation Elunts_ equipment for open-pit mining, agglomera-
tion plants, rolling mills for cold rolling of tubes, rapid-working cable per-
cussion drilling plants, loading machines, ete.).

. Equipment for the food industry thereol: Complete equipment for sugar
factories.

. Relrigeration plants. .

. Equipment for the light industry.

. quplm nt for the chemical imtu-\n‘} thereol:

Complete plant equipment for the production of pn‘\]sm[nlu-m-
Aggregate for the crystallization of sodium sulfate. _

Aggregate for the I!\ draulic refining of benzene

Complete equipment for the production of di-isozyanate

I-.quipmml for the production of phosphorus e
Complets equipment for the production of simazine and atrazine.
Plants for the manufacture of foils from viniplast..__.

, I*.quipmvnt for the cellulose and paper industry (vacuum ev amrmtng plum*- T

realenders, ete.)

" l-:qu pment for the building materials industry (veneer plants (Ueberfur-
nieranlagen) for pressed boards made of wood fiber, assembling machines,
equipment for the production of mineral wool, ete.).

. Pumping and compressor plants (pumps and compressors of various kinds,
glasshlowing machines, ventilators, ete.).

. Equipment for the polygraphic industry.

3. Equipment for the cable industry__. .

. Fittings and component parts for high- prusaurc Iﬂ]K‘llllt‘-‘L -

. Maln track electric locomotives.

Ships (fruit-transport ships, whaling mother ‘ﬁhi]ﬂ of medium load eapacity,

suction dredges, grain elevators, tankers, ete.) spare parts for ships, ships’
repalrs,

7. Miscellaneous apparatus, including precision instruments and optical ap-
paratus,

. Miscellaneous equipment (including special-type

equipment for metallurgical and petroleum indus- |

automobiles). .. ........ -==|

| Total, 1961 through 1963

X M31,000,000,

D M10,000,000
12 M10,000,000.

DM 110,000,000,

D M 126,000,000,
3 complete sets,
1M 52,000,000,
DM 5,000,000,

1 complete set,
4 complete aggrogates,
1 complete aggregate,
1 conplete set,

Do.

Do,
2 complete plants.
1D M 26,000,000.

D M21,000,000.

D M63,000,000.
D M 10,000,000,

| DM15,000,000,

1D M 44,000,000,

| 20 each.

D M157,000,000.

1D M16,000,000.
D M21,000,000.

1962

RAW MATERIALS, SEMIFINISHED PRODUCTS, AND OTHER PRODUCTS

19, Iron and steel rolled stock, tubes including large-size welded tubes as

well as rolled stock and tubes made of ullt)yed steel_ . _....milllon DM..

20, Cold- ru]lodst.rl;; steel... EE = ..thousand tum
. Bilver steel_. > - 2 2

2, Chemieals. __million I)M_.
. Special papers. . _........ do....
. Pharmaceutical preparations, medical equipment, and instruments

million DM.__|

e e it g et e e ek s A e

. Seeds
Breeding cattle.
30, Printed matter... ..
Products of the motion plcmm Indwslr)
. Miscellaneous goods. .. ...

--.million D.\L-l

=
=

oS

(=] -
oo os

v
BB

NOTES

1. This list comprises only goods originating or having been produced in the territory of the Federal

‘Re-puhiie of Germany. Goods aequired through transit trade and reexport transactions shall be charged
against the commodity quotas established in this list only by agreement of the competent suthorities of
the two countries.

2. Commodity quotas of above list expressed In values are based on free-on-board or free-at-border prices
of the exporting country.
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WESTERN CREDITS TO THE SIN0-SovIET Broc

During recent years countries of the industrialized West (including Japan)
have made considerable use of government-guarantee credits in sales of
capital equipment and commodities to the Soviet bloc.

The terms of credits extended to the Soviet bloc that 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 percent. 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 with the date of the
first shipment of machinery or equipment. Approximately S0 percent of
the credits extended, which are arranged by the signing firms, banks, or institu-
tions, are insured by government guarantees. These are arranged by a quasi-
governmental ecredit insurance corporation in the Western country. In the
United Kingdom, for example, government guarantees of credits to Soviet bloe
purchasers are made through the export credit guarantee department of the
board of trade; 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 Exterieur); in Den-
mark by the Export Credit Council; in Italy by an organization called
UNIORAS and the Instituto 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 that 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 that none of these credits are long-term credits and
that 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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MONDAY, MARCH 23, 1964
UNITED STATES SENATE,
Coarrrree oN ForergN RELATIONS,
Washington, D.C.
The committee met, pursuant to recess, at 10 a.m. in room 4221, New
Senate Office Building, Senator J. W. Fulbright (chairman) pre-

siding.
Present: Senators Fulbright, Sparkman, Lausche, Symington, Carl-
son, and Williams.

OPENING STATEMENT BY THE CHAIRMAN

The Craamyan. The committee will come to order.

The committee in its hearings on East-West trade will continue this
morning with the testimony from the Secretary of Agriculture, Mr.
Freeman.

Failures in agriculture within the Soviet Union serve fo 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-
ministration of the programs designed to maintain an expandable ex-
port market for American farm goods, exercises considerable respon-
sibility in carrying out Qolici:_\c relating to foreign sales of U.S. food-
stuffs, including sales to Soviet bloc countries.

In addition to providing us the facts about our foreign export. pro-
gram, Secretary 5*’1‘09111:11: will undoubtedly have much pertinent in-
formation to give the committee as a result of his personal inspection
last summer of farming in the Soviet Union and some of its satellites.

Mr. Secretary, we are pleased to have you. I believe you have a
prepared statement you wish to present to the committee.

Secretary Freeman. Yes, Mr. Chairman.

The Caamyax. Will you proceed, sir.
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STATEMENT OF HON. ORVILLE L. FREEMAN, SECRETARY OF AGRI-
CULTURE; ACCOMPANIED BY DOROTHY JACOBSON, ASSISTANT TO
THE SECRETARY; EUGENE T. OLSON, SPECIAL ASSISTANT ON
SINO-SOVIET AFFAIRS, FOREIGN AGRICULTURAL SERVICE (FAS) ;
THOMAS E. STREET, DIRECTOR, PROGRAM DEVELOPMENT DIVI-
SION, FAS; AND RAYMOND VICKERY, DIRECTOR, GRAIN AND
FEED DIVISION, FAS

Secretary FreesaN. 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
]mhc\ of the United States. Secretary Hodges discussed the ﬁllbjt’t t
as it relates to the If's!)tlllhlllllltlt"n of ‘the l)op.nlmem of Commerce
to control exports to Communist countries.

The Department of Agriculture has several responsibilities with
regard to trade, and some , that particularly relate to trade with Com-
munist nations.

RESPONSIBILITY TO PROMOTE COMMERCIAL TRADE IN AGRICULTURAL
PRODUCTS

Our first responsibility is to promote commercial trade in agricul-
tural products. This includes an emphasis on the di-u-]upmonl of
markets and the promotion of exports for dollars throughout the free
world. We carry on market development projects in 67 countries,
but we oby I(HI%]\ 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 agricultural
commodities in an amount now reaching well over $4 billion.

ADMINISTRATION OF PUBLIC LAW 480 AND OTHER RESPONSIBILITIES

A second major area of responsibility of the Department of Agri-
culture in matters of trade relates to our obligations 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 return to this subject later.

Thirdly, and T add this to the prepared statement, it is the responsi-
bility of the Department of Agriculture that we seek to keep informed
about agriculture everywhere ¢ “around the world, both behind the Iron
Curtain, in the Far East, and in other countries as well.

In recent months, the area of East-West 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.

“Finally, the I)ep.irzmem of Agriculture is asked to participate with
the Department of Commerce and other departments in deliberations
on the administration of the Export Control Act of 1949 when export
licenses are being sought for agricultural machinery or technology.
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CONSIDERATIONS INVOLVED IN AGRICULTURE HI-;I'.\R'I'M}INT.S CARRYING OUT
OF EAST-WEST TRADE RESPONSIBILITIES

The responsibilities of the Department of Agriculture in the whole
area of East-West trade are, therefore, limited. It 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 arriving at
the positions that we should take in these matters 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 forth 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 Export Control Act of 1949. The latter act was passed ini-
tially to prevent the sending to the Soviet bloc of any st rategically
significant exports that would contribute to military potential. It was
amended in 1962 to include in this prohibition exports that would
“make a significant contribution to the military 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
recogmition of the avowed intention of Soviet leaders to seek their
coal of extending communism throughout the world, not only by

military action, but by political and ideological warfare waged by
economic means. Since that time those leaders have been even more
explicit in terms of saying that 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 first policy objective, as stated to you so well by Secretary Rusk
when he appeared before this committee on March 13, is “to prevent
the Communists from extending their 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 United States.

PROBLEMS RE STRENGTHENING OF SOVIET ECONOMIC POTENTIAL

We have faced no difficult problems in our determination to prevent
exports to the Soviet bloe that contribute to its military potential and
ite military strength. Our problems have been in the area of strength-
ening economic potential. If, however, the Communists are now em-

yhasizing the use of political and economic weapons to extend their
influence and their domain, we should examine very carefully any-
thing that would enhance their economic potential. Anything that
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contributes to the economic potential of the Soviet Union—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 wonld 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 convinee Ghana that adoption of Communist institutions
and methods in agriculture would enable this emerging nation to
yroduce 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 that the U.S. example would
he better because it obviously is more suecessful in the produc-
tion of food. But the fact remains that any move to increase the
economic potential of the Soviet Union also will increase its potential
for aid to developing nations. It would be naive to assume that such
aid would not involve Communist influence and infiltration.

TECHNICAL DATA RELATING TO AGRICULTURAL PLANTS AND MACHINERY

Another factor to consider in licensing exports to the U.S.S.R. in-
volves technical data relating to agricultural plants and machinery as
well as the machinery equipment and plants tli')nell'lsel\'es. Making our
peaceful technology available would have the effect of releasing their
scientists, engineers, and technicians for work on other and perhaps
less peaceful projects. It would materially shorten the time needed for
research and development, and could substantially increase their 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, that on
the other hand, if the U7.S.S.R. spends more of its foreign exchange on
the purchase of agricultural equipment, this could represent a concen-
tration of effort on agriculture, and the production of consumer goods
that 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 CHAmAN. Mr. Secretary, do you mind if I interrupt you
there?

Secretary Freeman. No, sir.

The Cramyman. You say it could hasten the time when the Commu-
nists could more effectively infiltrate 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 ?

Secrefary Freeman. Yes, I think

The Cuarmax. Why is it that some of our own people, especially
Members of Congress, take exactly the oposite view that our aid
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program is nothing but a giveaway program and is destroying and
weakening the fabrie 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 Freemax. It would appear to me that the Communist aid
program is obviously useful to the Communists or they wouldn’t con-
tinue to do it, and it is my judgment that foreign aid is useful to us
as well where we effectively do it.

The CramrmaxN. You mean you are questioning the wisdom of the
Congress in this respect ?

Secretary Freemax. Well, on occasion I do not necessarily ques-
tion their wisdom, but I sometimes question their conclusions, Mr.
Chairman, or at least that of some Members.

The Craman. It does seem strange to me that 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 that they
accept the idea that this is some subversion of the uncommitted coun-
tries.

Isn't that so?

Secretary Freemax. Yes, sir.

The Crammax. Well, T just wondered what you meant by this.
(GGo ahead, sir.

COMPARATIVE ADVANTAGE PRINCIPLE APPLICABLE TO EAST-WEST TRADE

Secretary Freeman. Most of the agricultural machines, plants, and
technology which the bloe 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 prototypes for models they
would then produce themselves. There 1s 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 agricultural
assistance in the form of chemicals and a fertilizer plant to North
Vietnam.

In a contest between ideologies, which is being carried out in the
arena of economic development, any measure that strengthens the
economic potential of the opponent would seem unjustified unless we
can, at the same time, correspondingly strengthen our own potential.
If this principle is sound, and I believe it is, then we could apply that
principle in t']m. following manner to those areas of East-West trade
which are, in part, a responsibility of the Department of Agriculture.

VALUE OF U.8. SALE OF WHEAT TO SOVIET UNION

For consumer goods—particularly agricultural commodities that
will become 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 marginal importance to them. If their economy is
strengthened, then the position of the United States 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 both 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 are 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 both to spare and to share, a significant propa-
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 agricultural commodities to the Soviet, bloc strengthens
our position far more than it does the position of the Communists.

PRINCIPLE OF 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.

[f the particular machine, equipment, or technological data sought
by Communist bloe nations can readily be purchased elsewhere, we
could gain nothing by prohibiting its export. Under such circum-
stances, a denial would merely take business away from U.S. export-
ers, but would not prevent a contribution being made to economie
potential.

But licenses are also sought for exports of complicated, sophisti-
cated, and advanced machinery, plants, and technology which would
contribute substantially to economic potential and which are not read-
ily obtainable from sources outside the United States. This presents a
problem in which our decision must be based on the recognition that, in
a cold war contest with an opposing ideology that admittedly and inex-
tricably combines economic and political methods and goals, anything
that strengthens the opposition weakens our comparative position, and
is therefore detrimental to the security and welfare of the United
States, unless it ean be accompanied by something which correspond-
ingly strengthens our own position.

Using the principle of comparative advantage, the United States
should always be ready to lll]h(’ﬂ':l]ﬂ‘ effective bargaining 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.

FLEXIBLE POLICY ADVOCATED FOR SATELLITE COUNTRIES

This same principle has significance with regard to exports to the
satellite countries. Secretary Rusk pointed out that the United States
is strengthened when it is able to influence the satellite countries to-
ward lessening their ties with the Soviet Union and toward strength-
ening their 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.

PURPOSE AND NATURE OF PUBLIC LAW 480 PROGRAM WITH POLAND

Certainly this idea has been the basis of our operation of a Publie
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 attempting 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-
ricultural commodities for Polish currency under Public Law 480.

The short-term results of this encouragement include the operation
of an information program in Poland, the circulation of American
books, films, and magazines, and the fact that the Voice of America
broadeasts are not jammed ; and we maintain some contact with the
people of Poland.

In addition to enconraging independence on the part of Poland,
Public Law 480 has given us an opportunity 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
180 programing with Poland in 1957, sales of our commodities to
Poland for cash and short-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, after a grace period of
10 years. The special arrangement for repayment in dollars under
title I is peculiar to Poland because the Battle Act prohibits 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 title I repayable in dollars in 3 years; and $30 million in
cash or 18 months eredit. Obviously, this means much more favor-
able terms from the U.S. standpoint and a large step in the direction
of greater commercial trade.

PURPOSE AND NATURE OF PUBLIC LAW 480 PROGRAM WITH YUGOSLAVIA

Yugoslavia has also been one of the larger recipients of food aid
under Public Law 480. The export market value (world prices)
of title I agreements totals more than $600 million. There have been
16 title T agreements (including amendments) signed with the Gov-
ernment of Yugoslavia, the first being in January 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 been entered into
with the Yugoslav Government as a part of overall efforts to min-
imize dependence by that country on the Soviet bloc and to maximize
Western orientation of the Yugoslay Government. In 1948 Yugo-
slavia broke away from the Comintern.

U.S. economic policies toward that country sinee 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 important in the extent to which Yugoslavia faces to
the West.

Yugoslavia is a lll‘\‘l‘]l’)%)ill;_{' 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 I assistance
and shifting in part to title IV-—long-term dollar credit arrange-
ments—in Public Law 480 programing. Title IV agreements ini-
tinted in April 1962 total about $35 million. A complete shift to
title IV or regular commercial arrangements has been delayed tem-
porarily by the t‘ifﬂh of the earthquake in Skopje last year, but is
expected next year

RESULTS OF U.S. TRADE WITH POLAND 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 |:|m, 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 the words of Secretary Rusk—
“encouraging trends within the Communist world making for an
evolution toward greater national independence, peaceful cooperation,
and open societies.”

PRINCIPLE OF COMPARATIVE ADVANTAGE AS GUIDELINE

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 current conditions as they exist
at any particular time. As Secretary Rusk expressed so well, our
policies must be flexible e nough to be effective in the promotion of our
national interest under a variety of different conditions, in a world
marked by rapid change.

I believe that the 1}{1]:(10- we have followed with regard to Poland
and Yugoslavia have substantially furthered both the economic and
the security interests of the United States. I believe that, in the

recent sale of wheat to the bloc countries, the compart ative advantage
aained is overwhelmingly in favor of the United States.
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I agree with this committee that it is important to evaluate and
veview the problems involved in East-West trade, and 1 am ready
to try to answer as well as I can any questions you might see fit to ask.

Thank you, Mr. Chairman.

The Cramamax. Thank you, Mr. Secretary.

COMMUNISTS PROGRAM FOR EXTENDING THEIR DOMAIN

I notice in the first part of your statement you referred to the Com-
munists’, particularly the US.S.R., program for extending their
domain.

Just what do you mean by the word “domain”?

Secretary Freesrax. By the word “domain,” I think their objective
of accomplishing Communist governments and Communist economies
over which they can have control in as many countries as possible.

The Cramyaxn. I had heard it rumored they have been consider-
ing dropping that objective because of the difficulty they might en-
counter, if all the countries became Communist, of finding a supplier
for wheat. Have you heard anything like that ?

Secretary Freeman. I have heard such rumors and I believe their
failures in agriculture do tend to deter them in attaining the goal they
have stated.

The Cuamyax. If they were successful they might have a very
difficult time feeding the people?

Secretary Freeman. Yes, sir,

The Cramryax. I agree with you, of course, in your wheat sales,
and this committee did, although there was very strong opposition to
that policy.

SECRETARY FREEMAN'S OBSERVATIONS ON SOVIET AGRICULTURAL
DEVELOPMENT

You journeyed through Russia, last year, I believe.

Secretary Freesean. Yes. I was

The CuAmyay. I wonder if you would care to give the committee
a little résumé of your observations on their agricultural development.

Secretary Freemax. Well, Russian agriculture, like our agricul-
ture, is a complicated, sometimes contradictory, pattern which doesn’t
lend itself to easy generalization.

[ would say this, by way of my own conclusions from our observa-
tions, and T was accompanied on this tour by some of the professional
people within the Department of Agriculture, Mrs. Jacobson was with
me, and I think we would agree, first, that the system that is followed,
mainly collectivism, whether it be the collective farm or the state farm
in the Soviet Union, with the heavy involvement in bureaucratic domi-
nance from Moscow, is the greatest deterrent toward efficient and ef-
fective agricultural production in the Soviet Union.

The system is simply not elastic enough to adjust to the host of local
differences that are just a part of successful agricultural production.

Even the training of a significant number of experts w]]ic'h they 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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And so in my judgment, certainly in terms of a per capita basis,
by way of efficiency of output, the collective system is simply never
going to be able to compete with our family farm free enterprise
agriculture.

SOVIET PROGRESS AND DEFICIENCIES IN AGRICULTURE

On the other hand, like in some other things, when the Soviet Union
wants to concentrate on a limited objective, why they can make some
progress, and progress was observable to us on some of the crops that
lend themselves the best to mass production which would be in the field
of such things as sugarbeets, some of the grains, sunflower, where the
application of heavy machinery and a common technique would tend
to give the best results.

But even here, why they were lagging substantially behind, and
in the more diversified and sophisticated production, like fruits and
vegetables and dairy and animal husbandry, far, far behind. Their
marketing, of course, was very ineflicient and their ability to move
perishables to market with any efficiency at all is sharply limited.

Also, of course, if we are to be realistic, we must face the fact they
have not invested in agriculture basically and there is now talk at least
that such investment is going to be made.

Fundamentally, they have financed their industrial, their military
and scientific and technological programs out of their agrieulture, and
there are some indications that they may now be planning more in-
vestment in agriculture.

So I would summarize by saying that there is a potential, if they

are willing to make the investment of people and resources to increase
their overall total production. But this isalso going to be a weak part
of their economy, I think, regardless, because agriculture does not lend
itself to the mass production techniques of collectivism, and T think
this has been amply demonstrated.

EFFICIENCY OF MASS PRODUCTION TECHNIQUES

The Cramyax. That last statement confuses me a bit. I thought
in this country under our system mass production techniques had suc-
ceeded extremely well,

Secretary Freemax. I think they have succeeded extremely well in
industry.

The Craammax. In cotton, wheat, and soybeans we are highly mech-
anized, and I would call it mass production.

Secretary Freeman. Well, I think the economic competition within
agriculture itself where we today have a higher percentage of family
farms than we had 10 years ago, would indicate that a family farm
operation is actually the most efficient.

There is a break point in terms of the size of an operation when it
becomes less efficient, and I think in the competitive marketplace that
the adequate-sized family farm, which I will define as one that uses not
more than one and a half man-years of outside labor and grosses at
least $10,000 a year, is doing very well.

It is true that there are certain of the commodities that can be mass
produced of which cotton and grain, as the chairman says, are exam-
ples. They can be produced with considerable efficiency in larger units
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within our free enterprise system; but even so, those larger units n
many instances are family farm operations today, particularly in the
grains.

The Crairxman. I know very little about it. I was trying to elicit
what you think is the key difficulty.

SOVIET AGRICULTURAL FAILURES LARGELY DUE TO THE SYSTEM

Is their land, for example, reasonably comparable to ours? Is it
productive land, or are their failings due primarily to the system under
which they operate?

Secretary Freeman. 1 think it is the failure primarily of the system,
but it is also true that they have not invested {‘IlOlIf;h in agriculture,
although limited investment of capital has been made. It is also true
their land is less fertile and that their climate is much more regressive
than ours and so we do have certain natural advantages along that line.

AGRICULTURAL FAILURE MOST OUTSTANDING

The Cuamyax. You would agree that their failure in agriculture
is perhaps the most, outstanding failure they have suffered in their
gystem ?

Secretary Freeman. Yes, sir; it certainly is.

And our great success in agriculture, therefore, stands as, I think,
the sharpest contrast between the free world and the Communist world
of any that we have,

There may be some question about missiles and military 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 CuaamkMax. You mentioned in your statement the matter 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 patents or designs?

Secretary Freeman. There have been a good deal of discussions
about this, and there was a Soviet trade mission that toured here about
& year ago, when it was discussed.

I am informed that certain Europeans were compensated in part for
what we would call invasion of a patent. I mentioned this to Khru-
shehey when I visited with him last summer, and he indicated he was
aware of the problem but rather brushed it off and we didn’t dig into
it very deeply.

SOVIET ATTITUDE TOWARD PATENT AGREEMENT PROPOSAL

The CramMAN. 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 remanufacture them or, if they did, to abide by the
usual practices regarding the protection of patent rights?

Secretary Frepyax. It would be my judgment, and this is just a
hunch, that they would at least consider this seriously if there were
indications that would in turn intend to expand the area of trade with
them in such technology.
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The Cramraran. So far as you know, no serious effort has been made
to reach any such agreement ?

Secretary Freeman. So far as I know there have been no formal
discussions along this line.

The Cuamaman. But some of the European countries have dealt
with this?

Secretary Freeman. Some of the European countries have. It has
been discussed a number of times with some of our officials and some
people in private industry as well.

POLAND AND YUGOSLAV FARMS LARGELY PRIVATELY OPERATED

The Cramryax. Did you go to Yugoslavia on that trip?

Secretary Freeyax. Yes, sir.

The Cramaan. Is it true about 80 percent of their land is not col-
lectivized but is operated privately, as 1t is in this country ?

Secretary Freraran. Actually, 1 think the figure is 87 percent of
their land. This is true also of Poland, where most of the land is
operated by private operators, private landowners.

PRIVATE AGRICULTURAL OPERATION COMPARED TO SOVIET COLLECTIVIZATION

The Cuamarax. Is it your observation this is more effective than the
system as followed in the Soviet Union ?

Secretary Freemax. I would only say that the agriculture and the
productivity in both Poland and Yugoslavia were significantly higher
and their output greater on any measurable basis than that in the

collectivized systems in the U.S.S.R. or Bulgaria or Rumania, too.

The Caamman. And was this due to the way it is organized or the
better supply of fertilizers or better land, and so on? How do you
pinpoint I’n' difference? I just want to make it clear.

Secretary Freeman. It would be my judgment that it is due to its
organization fundamentally. Again, the individual operator caring
for his own land and getting the result of his own investment of time
and effort in the marketplace simply does a better job, and this observa-
tion repeated itself, I think, in terms of the costs involved, even in
some of the more efficient collectives that we visited.

IMPORTANCE OF INCENTIVES

The Cuamyax. Then the matter of incentives is very important,
is it ?

Secretary Frepman. The matter of incentives is very important,
and recognized, as you know, by the Soviet Union itself. One of the
observations that I made is I did not find anyone working on a Soviet
collective or state farm who did not have a piecework rate of pay.

In every instance there was an effort, at least, to gear the pay to the
ontput ; to provide for distribution of so-called profits in the coopera-
tives, and, of course, the so-called psychological incentives of labor
heroes and this kind of thing.

So they are acutely aware of the incentive part in all this.
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SECRETARY FREEMAN'S RECEPTION IN THE U.S.S.R.

The Cuamman. Did they receive you cordially and allow you to
see what you liked in this field of agriculture?

Secretary Freeman, Yes. I must say that they did, Mr, Chairman.
In traveling throughout 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. L

I made it a point, everywhere I had an opportunity, 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 cordial and extremely friendly and outgoing reception with just
farmers and workers wherever we went, and a very, very strong feel-
ing in relation to peace. The word “peace” was almost like pulling a
trigger. It would inevitably bring forth a vigorous, positive, and
friendly response and applause and that kind of thing.

VISIT TO FARMLANDS 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 Urals, in the vicinity of
Orenburg, which we were pleased to do since no American had been
there since shortly after World War I. This was one of the original
new land areas which was opened.

Subsequently, when the 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 adjust accordingly but we would sit
down around a table like this one for as long as 3 hours at a stretch
with the manager of that farm, with his staff and his technicians,
and we would actually insist that they should bring out their books.

We would review their operations, their investment, what they
produced, what they sold it for, what they got, what their costs were,
what they paid different people, what kind of work they did, how
it was organized, what their relations were with their Government,
who told them what to plant and how; what the whole business was;
we went over this again and again and again, and I think I would
say that they were in these instances very responsive and answered
all questions we asked, and sometimes we pushed rather hard.

QUESTION OF SOVIET GRAIN RESERVES

The only thing I could never get an answer to, including from the
Chairman himself, was, “What kind of grain reserves do you have?”
I asked that 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 Ciamrarax. Maybe they didn’t know.

30-642—84—pt. 1—9
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Secretary Freeman. This would be my guess. I actually would
have the feeling, Mr. Chairman, that at the end of July 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 rain can do in short order if it comes in the right time,
and obviously this means an enormous quantity of production. And
so right 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 that was obviously strategic
information.

DESCRIPTION OF THE SOVIET “NEW LANDS”

The Cuamyan. You saw these so-called new lands?

Secretary Freeman. Yes, sir.

The Cramman. Describe them. Were they like our West, in the
dust bowl period, or what were they like ?

Secretary Freeman. I wonld 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 Cramyan. And your opinion is they should never have been
plowed up?

Secretary Freeman. I think if you had had adequate cereals and
grain they should never have been plowed up, and we are in the
process of putting significant parts of it into grazing and conserva-
t1on uses.

On the other hand there are parts of it which today becanse 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, 1 hey can be productive. Tt was our judgment that
the Soviets were not doing this by and large, in the new lands.

SOVIET EXPERIENCE WITH HYBRID CORN

The Cramyman. Arve they using hybrid corn, for example? Do
they have developments similar to those we have made?

Secretary Freeman. 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 of the climate,
so1l texture, and other things.

This is a very slow process under their system; the adaptability to
loeal conditions moves extremely slowly, but the hybrid corn area is
an example of one where, first of all, it seemed to me they would—
a directive would come out, there would be a policy, and then every-
one would start doing it.
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In other words, it was fashionable to plant corn so everybody
plants corn, including in places where it never shouid be planted.

Then it takes a number of failures and 2 or 3 years for the idea to
soak down that maybe everyone doesn’t have to plant corn. Then
they back up to find out where they should plant corn and where they
shouldn’t plant corn. There were a good many areas where they
should have been planting sorghum, because it was very dry. Well,
sorghum wasn’t on the accepted list so they were very hesitant about
talking very enthusiastically about sorghum, although their scientists
and agronomists were aware of it.

I would guess—and this is purely a guess—it would take them
another 5 years, maybe 10, before they really got down in their opera-
tion that you have got to adjust, in case of corn and hybrid seed, to
local conditions; and, after a long, long time and a very costly and
ineflicient process, they will prob: TJ[_\' get the word out and their corn
production will grow accordingly.

SOVIET RESEARCH STATIONS

The Cramman. Did you see any of their research stations?

Secretary FrReemaN, Yes.

The Cramryman. Did you see anything that was interesting that they
are doing that we are not doing ?

Secretary Freeman. Yes; not that we are not doing it, but a num-
ber of things that are, or were, of interest to us, and that we could, I
think, usefully exchange information on, For example, we visited
their plant institute—I have forgotten its name—in Leningrad, which
has some 314 million—as I recall the figure—different plant specimens.
Since 1959, we have exchanged about 1,700 lots of seed, bud wood, and
similar propagating stocks, which are used for crossbreeding and to
build, develop resistance strains and more productive strains.

The same thing is true in the field of insects. One of the little ac-
complishments of our trip was to get their acceptance of a proposal
where we could send out some plant and insect explorers, who went in-
to the Urals and went into parts of the wild areas in the Soviet Union
from which many of our grasses and plants came, to seek wild insect
and plant strains, and which we use in crossbreeding purposes and
anti-insect problems here.

We observed some strains of wheat, particularly one which was in
the new-lands area, that allegedly had a protein count of over 22,
which is enormously high. We tried to confirm this everywhere,
Scientists insisted it was the case, That is an extraordinarily high
protein count.

The Cramarax. What is the normal in this country ?

Secretary Freemax. In this country the normal would run about
12 to 15: 15 would be very strong here.

The Cramryax. Did they give you a sample of this wheat ?

Secretary Freesman. No, and we didn’t ask for one.

The Cramyan. You didn’t ask for one?

Secretary Freesax. We have since inquired further into this, and
are getting more information about it.

The Cuamyan. I will reserve the rest of my questions. The other
members would like to ask you some, I am sure. Senator Sparkman.
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SOVIET USE OF CHEMICAL FERTILIZERS

Senator Sparkyan. I think that the chairman was propounding a
very interesting series of questions.

By the way, how about the use of chemical fertilizers; aren’t they
lacking in that respect !

Secretary Freemax. Yes, sir; they are lacking, both in respect to
having the fertilizers and knowing how to use them, and this again
is a highly sophisticated business, as you well know. [ suggested to
Mr. Khrushchey that he is going to have a lot more trouble using the
fertilizer than he is in producing it, and he has recently, you may have
noted, made some strong speeches throughout the Soviet Union, get-
ting after people who have failed to use fertilizer adequately, criticiz-
ing the fact t.lh;t.t it stood by a siding and the children were sliding
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 Sparkyman. Of course, it has required a great deal of re-
search, and many years of research and study, for us to learn the
proper use of it—and we arestill learning.

Secretary Freesan. 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 agriculture in cooperation with private enterprise, that
can be found anywhere.

Senator Seargmax. Isn't it true that up until relatively recent
years there was very little commercial fertilizer used out in the Mid-
west of our country ?

Secretary Freeman. 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 Freemax. Yes; that is correct.

Senator Sparkman. Hasn’t our own stepped-up production largely
resulted from that?

Secretary Freemax. This is one of the important factors, certainly.
T would say this: There are really three things— fertilizer, seed, better
control of insects and predators of all kinds—plus machinery, which
means that we can plant 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 produe-
tive explosion in the last 10 years.

PAYMENTS IN AGREEMENTS WITH POLAND

Qenator Sparkyax. In discussing that trade arrangement —with
Poland. I believe it was—you mentioned three different ways in which
payments were made. Just in order to clear my own thinking of it,
would vou restate that !

Secrotary Freeman. Yes,sir. The total—

Senator Searkymax. I think each one of them was $30 million.

Secretary Freemax. The total amount was €90 million, which broke
into three parts. One was a normal traditional title I for $30 million—
title 1. Public Law 480 contract—which is a part icular kind of system
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in Poland, and I will come back to it in a moment. That was $30.7
million.

The next under title I was a 3-year $30.2 million sale, payable within
3 years, and——

Senator SparkymaN. Payable in dollars?

Secretary Freeaan, Repayable in dollars.

Senator Sparkaran. Was the first——

Secretary Freeaan. The first one is also repayable in dollars, with
the payments beginning after 10 years—a postponed period of 10
years—and then payments in dollars over a pm'iml! of 40 years,

The third one was a sale of $30 million for dollars, with the usual
and normal commercial eredit.

Senator SeargaaN. I believe that credit was on shorter terms than
the second ; 18 months?

Secretary Freemax. Yes; 18 months eredit, which is the normal and
usual commercial credit under the third part of this contract.

On the first one, Senator, it 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 that
after a postponed period payments will be made in dollars, and this,
I think, is actually a step toward getting paid in hard currency rather
than in soft currency.

Senator Seargman. Well, T thought that is what vou meant but

I didn’t think it was quite clear that all three were payable in dollars;
they just have different terms, isn’t that right?
Secretary Freeman. Yes, sir, that is correct.

FUBLIC LAW 480 AGREEMENTS WITH YUGOSLAVIA

Senator Seargwman. 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 credit of 15 years and interest rates of
4 percent. It was envisaged we would move from title I to title IV
in the case of Yugoslavia because they had made significant economic
progress. Then the frightful earthquake at Skopje set back their
economy substantially, and this year making allowance for that, we
are negotiating a title I agreement along with a title IV agreement.

WESTERN ORIENTATION OF YUGOSLAVIA’S TRADE

Senator Spargaman. The great percentage of trade that Yugoslavia
has is with the West, isn’t it ¢

Secretary Freeman. Yes.

Senator SparkMman. In other words, it has a well-established trade
relationship with the West, and I presume trading terms?

Secretary Freeman. Yugoslavia is Western-oriented predominant-
ly in its trade. I have forgotten the exact figures.
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Senator Sparxaran. I thinkitis 70 to 75 percent.
Secretary Freeamax. Something like that.
Senator SPARKMAN. Yes.

I believe that isall.

The Cramaan. The Senator from Kansas.

IMPORTANCE OF AGRICULTURE IN INTERNATIONAL TRADE

Senator Carrsox. Mr. Secretary, I certainly appreciate your ap-
pearance here this morning.

I wonder if you would agree with me that international trade in
agriculture is about the most important thing confronting this Nation
today.

Secretary Freeman. Yes,sir, it certainly is.

DEPARTMENT OF AGRICULTURE’'S INFLUENCE ON WORLD TRADE

Senator Carcsox. I notice in your statement that you were con-
sulted, or the Department was consulted, I believe you said, in regard
to administration of the Export Control Act of 19497

Secretary FREEMaN. Yes,sir.

Senator Carrson. How much influence does the Department have
on trade?

Secretary FrReeman. In relation to the—

Senator Carrsox. Speaking of the export trade.

Secretary Freemax. In relation to the Export Control Act?

Senator Carcson. You are here this morning dealing primarily
with the Soviet Union and the satellite countries, but I am referring
to trade as a whole.

Secretary Freeaax. Well, in trade as a whole, I think the Depart-
ment’s views in connection with it are considered and evaluated, and
I think we are reasonably aggressive in presenting them; and I believe
that the relationship between the Department of Agriculture and the
Department of State, which seems to be implicit 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 it has been
for a long time.

STATE DEPARTMENT'S NEGOTIATION OF TRADE ARRANGEMENTS

Senator Carrsox. I have no doubt that your Department is aggres-
sive and that you have good relations with the other departments,
but when one gets right (ﬁ-m\'n to it, aren’t the trade arrangements all
made by the State Department without regard to anything but inter-
national politics?

Secretary Freeman. Obviously our arrangements are made by the
State Department. They deal with foreign governments, represent-
ing our Government.

[ believe, Senator Carlson, that the economic factors are considered
by the State Department and in the decisions. There are also, of
course, political factors that have to be weighed, but I think that
during the last 3 years, judging from my relations with them, the
economic factors and the importance of agriculture have taken on a
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new significance for the State Department not only at the top levels
but increasingly in some of the working echelons as w ell.

I don't say they always agree with us by any means but I believe
that there has been progress made.

AGRICULTURAL TRADE PROBLEMS AND KENNEDY ROUND OF TRADE
NEGOTIATIONS

Senator Cartsox. 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 agric cultural trade problems.

Tam greatly concerned as a represent ative of an agricultural 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 are not careful, is going to be
traded down the river. It just looks that way from a |:t.ut|t‘.1l stand-
]:mm Maybe I am pessimistic and shouldn’t be.

Secretary Freeman. Well, your concern is well taken, Senator, ‘md
we are {]l‘l';ll\- concerned in connection with it, and these are not going
to be easy negotiations by any means.

I would say this, however, that we h: ave taken a very firm position
as a government that industrial and agriculture trade are going to be
necrnu.ltml together, and that agr iculture is not, in effect, going to be
relegated to an inferior status to be considered rather per functorily
after the industrial decisions have been made. They are going to be
negotiated together, and the GATT Committee which reviewed and
set. down some of the procedures for the negotiations concurred in
this, in some of our conferences, for o\mlpio with the community,
so we start in a much stronger position in this regard than we ever
have had before, and T believe a greater understanding of agriculture
on the part of our negotiators than we have ever had before.

That is not to say for the moment that the Common Market is
not going to be difficult. I think they are going to be extremely
difficult, and I think the application of the variable fee system can
very well result in strong protectionism in this area. I can only
hope that our principle in terms of access to those markets, ba sed
upon a representative historical period for third country suppliers
with a fair share in the growth in those markets, is a principle that
will be accepted.

I don’t know that it will be accepted. It is being resisted now,
but it is going to be strongly pushed at the humllnmtr 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 ¢ lear objectives of the United States in these negotia-
tions.

Senator Cartson. I certainly appreciate that statement and I am
sure that is the Secretary’s feeling and the Secretary’s views.

I share that concern that we are in a difficult situation because
of what seems to be arising. As you mentioned, variable levies and
pr:iu;a llrlml*-t 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 through 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 last program ?

Secretary Freeman. We sold to Russia about 1,700,000 tons,
about 37 bushels to a ton, about 63 million bushels,

The Caamman. I was interrupted; I didn’t hear what you said.

Secretary Freeman. 1,700,000 tons, Senator Fulbright, which in
bushels was 63 million bushels.

The Caammraan. That is the total now?

Secretary Freesrax. That is the total to the Soviet Union.

The Cramyan. Up to now?

Secretary FrREEMAN. Yes.

The CaamymaN. And you think that is all?

Secretary Freeman. Yes.

Senator Carrson. I wanted to develop this a little bit because, as I
remember, it was anticipated earlier we might sell 4 million tons to
Russia,

Secretary Freeman. 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

| Quantity

Date of zale Class and grade
Maetrie Bushels in
tons in millions

thousands

No. 2 Hard Amber Durum 350
eene==] N0.2 Hard Winter........—c... SRR S = ot 500
Do No. 2 Soft White/Hard Winter... N 150
Feb. 3, No.2 Hard Winter__._. ... 608
Do.....-.| No.2 Hard Amber Durum. .. 205

T TR e e e s s - g L~ 1,713

Nore.—Conversion factor: 35.74 bushels per ton.

RUBSIAN PAYMENT IN DOLLARS

Senator Cartson. Has the payment for this wheat been in gold or
hard dollars?

Secretary Freeman. It has been paid for in dollars.

Senator Carson. 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 SHIPPING PROBLEMS

The Caamman. Will the Senator yield on that question? I saw
the Prime Minister of Canada yesterday and he told me they were
sold out of wheat, and he thought they could sell 200 million bushels
more if they had it to sell. Do you agree with that?

Secretary Freeman, Yes.

The Cramyax. I asked him why he didn’t take 200 from us, eat it,
and then sell his reserves which would help us get rid of ours. What
is wrong with that?

Secretary Freeman. I think their problem is shipping. Their
facilities are clogged. They can’t move any more wheat out of
Canada and, therefore, it wouldn’t do much good if they can’t do it.

Senator Carcson. Their problem is shipping? What about our
problem ?

Secretary Freemax. Our problem is shipping too, Senator.
[Laughter.]

A slightly different kind of problem, however.

Senator Caruson. It is, a-nc[)it is one that 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-
tunity here. My information, of course, is through the press largely,
but I gather that we could have sold additional quantities of grain
to the Soviet Union had it not been for the shipping difficulties
we ran into; is that correct?

Secretary Freearan. Yes, sir, that would be my judgment.

ESTIMATED U.S. SURPLUS WHEAT CARRYOVER BY JUNE 1964

Senator Cartson. What about our surplus of carryover wheat on
June 30 based on all the sales, Public Law 480 and dollar sales. What
do you expect to have on June 3017

Secretary Freeman. Our best estimate now would be about 900
million bushels of wheat on hand on June 30 of this year.

Senator Carrson. And a reasonable carryover of wheat in this
country is 500, 600 million ?

Secretary Freeman. Yes, that is our estimate in the Department
of what we would consider adequate reserve supplies of about 600
million bushels.

Senator Carrson. That will no doubt have a rather serious effect
on the market price of wheat next harvest time#?

Secretary Freemax. No question about that. In fact——

DECLINE OF AGRICULTURAL INCOME

Senator Carcson. I believe the Department of Agriculture made a
statement in the latter part of last year that the agricultural income
was down in the United States $400 million as a result of reduced
livestock prices; is that right?

Secretary Freeman. Something like that, yes, sir.
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Senator CarsonN. And at the same time you made a statement that
unless there was some farm program approved by the Congress and
the support price was higher than the present support price, the in-
come of agriculture this year as a result of lower w}ma{ prices will be
8600 million less?

Secretary Freeman. That is right.

Senator Carcson. Inother words, agriculture stands to lose a billion
dollars of income for last year and this year; is that right?

Secretary Freearan. That is correct.

Senator CarrsoN. What will the agricultural income be, roughly ?

Secretary Freeman. The agricultural income?

Senator Carcson. Net income ?

Secretary Freeman. Net income will be roughly $11.8 billion.

Senator Carcson. That is the lowest for some years, is it not ?

Secretary Freeman. It is the lowest in the last 2, 3 years.

Secretary CarrsoN. On a parity basis it is down to what, 78%

Secretary Freeman. On a price parity basis it isdown to 78. On an
income parity basis, if you take into consideration some of the pay-
ments, particularly in the feed grain program and some others, it will
be about 83.

Senator Carcson. Mr. Secretary, I have been around here a good
many years, and I remember the time when if you weren’t talking
90 percent of parity for agriculture you weren’t a friend of the farmer,
and now we are down to 78.

Secretary Freesan. That is correct.

Senator Cartson. I think agriculture is facing a very serious situ-
ation. If we don’t as a nation, now sell to Russia and the satellite
countries, are not the neighboring countries going to supply that
market ?

Secretary Freeman. Yes, sir.

WEST GERMAN TRADE WITH COMMUNIST BLOC

Senator Carcson. What is the trade of Germany with Russia in
dollars?

Secretary Freemax, In agricultural commodities?

Senator CarisoN. No, trade generally.

Secretary Freemax. 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 IEuropean 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 Carrson. I believe I read where Chancellor Erhard was
critical of the fact that we sold grain to Russia.

The Cuararax. Adenauver, I think.

Senator Carrson. 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 critical of us.

Secretary Freemax. That is correct.
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Senator Carrsox. 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 Cramyax. I believe that is the whole bloc, Russia and East
Europe.

Senator Carrson. It might include the satellites.

The Cramraman. That is what I meant, the Communist bloc.

Senator Carrson. France has a large trade.

Secretary Freesmax. That is correet.

Senator Carusox. Italy, Japan, India.

The Cuamyan. The United Kingdom is the second largest.

Senator Cartson. The United Kingdom also, which shows the
problem we are confronted with and, of course, when we trade, trade
has to be mutual. We have to have imports when we have exports,
unless we can sell for cash if we happen to run into a wheat situation.

TU.8. TRADE WITH POLAND

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, taking 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 Carrson. How much of that 143 or 69 million is in Public
Law 480 transactions?

Secretary Freeman. A very significant proportion, but the figure
of, the dollar ficure 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 Wirriams. Would you yield there?

Were those dollar sales in those years on this long-term 30-year
credit? :

Secretary Freemax, No, those were sales that 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 either cash or short-
term credit, which would be no longer than 3 years.

U.8. TRADE WITH YUGOSLAVIA

Senator Cartson. Does that same situation apply to Yugoslavia?
Secretary 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.tgy 4o move
from a title I soft currency sale to a title I'V ]cy-r-l(-rmﬁjm
AN




136 EAST-WEST TRADE

and then straight into the commercial market trading with the country
depending on the situation.

U.8. FAVORABLE TRADE BALANCE WITH BSOVIET UNION

Senator Carvson. 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 million ; 1962, $3 million. We had imports,
1960, $1 million; in 1961, a million and a half; 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-1 favorable balance.

Senator Carvson. 1 believe that is all.

The CaamyMaN. The Senator from Missouri ?

COMMERCIAL EXPORT OF U.S. AGRICULTURAL COMMODITIES

Senator SymixaroN. 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
everything but they certainly respect your efforts and they are grateful.

I was not here when you made your statement, but read it. You
used a figure of 4 billion. The President used, in his message, 5
billion. Did his figures included Public Law 480%

Secretary Freeman. I don’t know what he put in his ficure. 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 Symiyagron. So we can say without fear of contradiction
that agricultural products exported out of the United States under
the various programs totaled over $6 billion last year?

Secretary Freeman. Yes.

LIMITED EAST-WEST TRADE RESPONSIBILITIES OF AGRICULTURE
DEPARTMENT

Senator Syaixcron. Now on page 2 you make a statement that
worries me a bit. You say that the responsibilities of the Department
of Agriculture in the whole area of East-West trade are therefore
limited.

Why are they limited with respect to agricultural products?

Secretary Freemax. Well, all of our agreements and formal rela-
tionships with other countries are through the State Department
where the primary responsibility for international relations rests.

Senator Symincron. Does this imply that other departments in
the Government have adopted policies with respect to agriculture you
don’t agree with?

Secretary Freeman. Well, I would say that there is not 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 Agriculture and the De-
partment of State. It was almost jungle warfare some years back.

Senator SyainaroN. The Department of Commerce is not, clearly,
in agreement with the State Department in some of these trade setups.
That also is at least the implication of your statement, about agricul-
ture, is it not !

Secretary Freemax. There would be certain areas in which there
would be a difference of emphasis or at least we would start out with
a difference of emphasis. I think Agriculture and perhaps Commerce
might tend to be a little more strongly oriented toward some of the
economic factors. State would have the primary political responsi-
bilities, and there therefore might be somewhat different approaches.

Senator SymiNeron. I am not talking about philosophy, but about
specific differences on specific occasions.

Secretary Freeman. Well, we would have to go down to cases, Sen-
ator. I mean, there might be a difference, let us say, in negotiating
a Public Law 480 arrangement with a particular country.

COMPARISON BETWEEN MILITARY AND ECONOMIC SBALES

Senator Symineron. Now, you make quite a point of the difference
between military exports, sales, and nonmilitary, economic exports.
“Fconomic 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, that makes it 1}os-a~'_:ible for them to utilize their limited resources

to obtain further military 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 that.”

The idea that we can load a country up with food, but not help
them militarily seems a little theoretical.

What should we do, stop selling them food because they were
getting more I)msperou.‘:? Would that be the theory of it?

Secretary Freeman. We do not give them any food.

Senator SymixeroN. I understand; but I was thinking of other
countries when I asked the question.

Secretary Freeman. Obviously, if you carry it to the ultimate, any-
thing that 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 think it does

as outlined.

CONTROLS OVER TECHNOLOGY AND SBOPHISTICATED MACHINERY AND
EQUIPMENT

The question to which you now direct your attention, Senator
Symington, is that directed to technology and sophisticated ma-
chinery and equipment? In this instance, we have got to apply,
I think, the same standard, but that we need to recognize that we
not only have to deal with the potential military confrontation, but
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that this cold war is an economic war as well. They have clearly
so stated, and that we ought to review very calculatingly the items
that we would make available to them in terms of our own national
well-being.

Senator SymincroN. If we do not sell them that sophisticated
machinery you referred to—and I am only asking for information,
not being contentious about it

Secretary Freeman. Yes, sir.

Senator SyamiNcroN. 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 Freeyman. They could; and this

Senator Symineron. What we are really doing, in denying this
business to our own industry, is cutting ourselves off 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 WHEAT SALES

Senator Syancron. There was quite a storm raised about the
wheat sale. The terms, as I understand it, were 25 percent down
in gold, 6 months, another 25 percent; 12 months, 25 ; final payment in
18 months; is that correct?

Secretary Freesman. Well, no. I think the terms were cash—all
cash,

Senator Syminaron. All cash at one time?

Secretary Freeman. Yes, sir.

Senator SyainaroN. Are you sure?

Secretary Freearax. Well, this is what has been reported to us by
the grain companies that handled the transaction. They are being
paid delivery on the grain.

WEST GERMAN TRADE WITH COMMUNIST BLOC

Senator SymiNgroN. I am naturally glad to hear it. But I read
in the paper that Mr. Berg, head of West German industry, 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 T years.

West. Germany, as pointed out by my colleague from Kansas this
morning, is exporting and importing more business behind the Iron
Curtain than any other country. Their way of operating, appar-
ently, is to send people behind the Iron Curtain. They make straight
bilateral arrangements with various countries behind the Curtain
and Berg says the credit of these countries is very good. They did
not consider Yugoslavia as truly 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 profits; isn’t that correct ?

Secretary Freearan. That 1s correct.
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Senator Symineron. And certainly any businessman knows that
the greatest single incentive to normal profit is volume, is it not?
Secretary Freeman. Yes, sir.

RELATIONSHIP OF RESTRICTIVE TRADE POLICY AND DEFENSE
EXPENDITURES

Senator Symineron. 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 that he was getting tired of watching
countries of the sterling bloc trade and increase their trade heavily
with even the Chinese Communists, while his French industry stood
on the sidelines, not developing trade with 700 to 800 million people.

If you had all of them chewing French gum, you would have all
those jaws working for you all day long—good business.

Wouldn’t you say it is hardly fair to continue to tax the American
people to provide this defense umbrella for freedom all over the
world? We do it in Europe without too much help; in the Middle
Jast and south Asia with considerably less help, and provide that
umbrella in the Far East with no help at all, literally, against the
greatest 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 industry 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 at the same time they are picking
up this trade, getting the volume which makes it possible for them
to give better value by being able to quote lower prices?

Secretary Freeman. Well, T 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 it than the receiving country, if the
receiving country is one of the Communist group.

Senator SymineroN. 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
zood as ours, in many lines of work. As every businessman knows, the
most satisfactory 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 ent it out;; but, based on the
ficures T have seen, we are not only not stopping them, their trade is
increasing a great deal, is it not ?

Secretary Freepaman. That is correct.

QUESTION OF PRACTICAL SOLUTION TO U.8. LOSS OF TRADE

Senator Syamineron. What would you do in this case? T am only
asking. Certainly these countries must realize that the economic
strength of the United States, which is the only source for onr physical
strength, is primarily what protects them from communism.

Secretary Freemax. Well, I certainly think we ought to sell more
wheat and agrieultural 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
maintain the best working relationship and deter their availability as
much as we can, as a practical matter. Where we cannot, I think we
ought to beat that kind of competition and sell as much as we can sell.

Senator Syaineron. Let us be frank, Mr, Secretary. You say some
of our allies. Do you know any important ally the United States has
that is not selling, to the best of its ability, be%lind the Iron Curtain?

Secretary Freeman. No. I think that they are, so far as I know,
living up to the commitments and terms of the items that are on the
COCOM list. But that is primarily items with a direct military re-
lationship, and beyond that, why, I think they are selling as much
as they can sell.

PUBLIC LAW 480, TITLE I, SALES TO YUGOSLAVIA

Senator SyaineroN. Thank you.

You mentioned Yugoslavia, page 8, at the bottom. You say it has
been one of the larger recipients of food aid under Public Law 480.

How much, if anything, did Yugoslavia pay for the $600 million
plus they got under title I

Secretary Freeaan., They haven't repaid. This was all paid in
their own eurrency. None of this constituted dollar repayment.

Senator Syainaron, Isit still held in Yugoslavia?

Secretary Freeasan, It is still held in dinars in Yugoslavia. There
have been some grants. But to that extent we have granted it to them,
there have been a good many loans. We initially made a grant, 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 Syaineron. Without getting into sloganeering, it seems to
me we ought to try for more trade and less aid. Wouldn’t it be better,
as you see it, from the standpoint 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 agriculture and in-
dustry rather than continue to give them away ?

Secretary Freesax. This is our policy, Senator, and we move in this
direction.

As I said earlier, from title I to title IV in the case of Yugoslavia, a
title IV agreement was signed in April 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 at 4 percent interest.

INDIAN BARTER AGREEMENT

Senator Syaixeron. Let us turn to India for a moment. You bar-
tered 300,000 bales of cotton, estimated at $40 million in value, for $40
million of manganese ore with India, did you not?
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Secretary Freeman. Yes, sir. _

Senator Symizerox. But actually you gave $56 million of agricul-
tural products for $40 million of manganese ore, as I remember it.

Secretary Freearan. I do not remember the exact figures, but we had
a barter arrangement involving manganese ore with India.

Senator Syminaron. I think that last $16 million was for bene-
ficiation of the ore.

Secretary Freeman. Yes. _ _

Senator SyaixeroN. Who decided who the brokers were? If said
brokers could beneficiate that ore for $11 million, that would be a
rather tidy profit, would it not ¢

Secretary Freemax. I frankly do not know.

Senator Syminaron. Would you be good enough to look into this
transaction ?

Secretary Freeman. Yes.

Senator SyminGroN. And give the committee a report?

Secretary Freeman. Yes, I surely would.

(The information referred to is as follows:)

INDIAN BARTER PROJECT

1. The Supplemental Stockpile Advisory Committee for Barter (composed of
representatives from : Agriculture, Budget, Commerce, General Services Admin-
istration, Interior, Office of Emergency Planning, State, Treasury, and Agency
for International Development, at a meeting on January 16, 1963, concurred in
the proposed barter project involving the exchange of U.8. upland cotton for
Indian materials, on the grounds that it would be more advantageous for the
United States to acquire strategic materials 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 President
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, 305,000 short
tons of manganese ore (to be processed in the United States into 154,000 short
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 materials is $53.5 million, of which
about $33.9 million represents the exchange value of materials produced in
India, and approximately $19.6 million represents the exchange value of the
processing to be performed in the United States.

3. A letter of understanding dated June 27, 1963, expanding on salient points
of the agreement, was addressed to Dr. Indu P. Singh, First Secretary (Com-
mercial) of India by Mr. C. R. Eskildsen, Acting Viee President, Commodity
Credit Corporation, Dr. Singh confirmed, by letter also dated June 27, 1963, that
CCC's letter 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 materials covered by the Govern-
ment-to-Government agreement between the United States and India, Offers
were submitted by nine U.S. firms, who had received allocations 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
connteroffers, 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 materials 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.

30-642—84—pt. 1——10
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6. The Office of the Textile Commissioner in India will issue import allocations
to textile mills for barter cotton on the basis of individual mill needs, and inform
a coordinating agent in the United States, designated by the barter contractors,
of such allocations. The Indian cotton importer will contact one or more of the
U.8. cotton exporters who have agreed to participate in the Indian project, and
supply the coordinating agent with the name of the cotton exporter(s) selected.
The coordinator then notifies the appropriate barter contractor, who in turn
advises the Office of Barter and Stockpiling, Foreign Agricnltural Service, that
he designates the cotton exporter as his commodity agent. OBS advises the
New Orleans Commodity Office of acceptable agent designations. The U.S. cot-
ton exporter is then in a position to submit a bid for cotton to the Commodity
Office on the next bid date. The cotton acquired from CCC under a barter
contract will have an exchange value determined from the bid price, and an
equal sales value (f.o.b. ocean vessel) of cotton must be exported to India.

7. The total amount of the Indian project is $53,55606,250, exclusive of mica.
Of this amount, approximately 830,580,650 will be in cotton for export to India ;
3,308,850 in wheat or other agricultural commodities available under the barter
program, also for export to India ; and the balance of $19,567,750 in commodities
available under barter for export to India or to other approved barter des-
tinations.

8. The total value of the bilateral portion of the Indian project is $33,988.-
500.

9. The estimated U.S. processing costs are:

Ferromanganese $14, 492, 500
b, 075, 250

J N e ) EREERREE S L S e i o e o e e Ao 19, 567, 750

Ralance sheet of exchange values in Indian barter contracts
[In millions of dollars]

STRATEGIC MATERIAL RECEIPTS'
From India:
Ferromanganese.
Beryl ore
Manganese ore

Total
U.S. processing costs on above Indian managanese ore (ferromanganese

£14.5; manganese metal $£5.1)

AGRICULTURAL COMMODITY DELIVERIES

Total, agricultural commodity deliveries . _____ 3. L

1 Finlshed material for transfer to supplemental stockplle :
Indian ferromanganese
Indian beryl ore
U.S.-processed ferromanganese...
U.8.-processed manganese metal_-

Total
SUPPLEMENTAL BARTER STOCKPILE

Senator Syariveron. This supplemental barter stockpile gives me
some apprehension. _

Secretary Freearax. T reviewed it at the time the terms were care-
fully negotiated and, to my best knowledge, it represented a fair ar-
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rangement without undue profit for anyone, but I certainly will take
another look at it.

Senator Syaineron. I am not being critical, but I would like to
know what you think of it.

Secretary Freearan. Yes, I would be happy to do so.

AMOUNT OF INDIAN CURRENCY IN TU.S. POSSESSION

Senator Syaineron. In addition to the 300,000 bales of cotton you
bartered, you also sold 300,000 more bales, did you not, at that time,
a total of 600,000 bales ?

Secretary Freeman. I think that is correet,

Senator Syamivaerox. And for those 300,000 bales you took rupees!?

Secretary Freesan. Yes.

Senator Syixeron. And, at the time you took those rupees, the
United States already had some 4,800,000,000 rupees?

Secretary Freesan. That is substantially correct.

Senator SymixeroN. So, we already had some $1 billion, based on
the current rate of exchange, of rupees.

Secretary Freeman. Yes,sir.

Senator Symineron. And yet we took a good many hundred thou-
sand more rupees. Doesn’t this give you some concern? We are, in
effect, getting control of the Indian currency, though we do not neces-
sarily want that.

Secretary Freesan. It is a matter of concern. I think that “ap-
prehension” would be a stronger word, that I would feel.

The Cramyman. Would the Senator yield?

Senator SYMINGTON. Yes.

The Crairyax. One reason it piles up is the Appropriations Com-
mittee will not give the State Department permission to use them for
any useful purposes.

Senator Syaineron. Under the terms, you will find only a rela-
tively small part can be used for what we may want to do. A major
part of it has to be used for what the Indians want done.

The Cramaan. There are a good many things we wanted to use
it for, but they refused to appropriate. You have to follow that
formula of appropriating in dollars, and buying it from the Treasury.
The House Appropriations Committee turns down the State Depart-
ment, year after year.

EXTENT OF U.S. USE OF RUPEES WITHOUT INDIAN CONSENT

Senator WirLtams. Would the Secretary at this point tell us to what
extent we can use that money, at our own discretion, without agree-
ment of India?

Secretary Freesan. I would have to look at the various agreements,
Senator Williams. This is Tom Street, who is Program Director of
the Foreign A gricultural Service.

Mr. Streer. 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 Wirrianms., That 15 percent must be loaned within the coun-
try of India itself, must it not?
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Mr. Streer. No, sir; of the 15 percent, 10 percent is, as the chairman
said, purchased by U.S. Government agencies for their rupee
needs m India, and the dollars then come back to the U.S. Commodity
Credit Corporation. However, it is correct that the 5 percent for
loans to private enterprise must be loaned within India.

PURCHASE OF STRATEGIC MATERIALS WITH RUPEES

Senator WiLriams. To what extent can we take any of that 15
percent and buy raw materials and export them to this country ?

Mr. Streer. No,sir; we could not do that.

Senator Winniams. Not atall.  So, in effect——

Mr. Streer. Well, I beg your pardon, I am sorry, I correct myself.
The law under section 104(b) authorizes use of foreign currencies to
purchase strategic materials in amounts specified in appropriations
acts for a supplement stockpile.

Senator Symineron. What you are saying is that instead of giving
away 300,000 bales of our cotton, we could have used this tremendous
amount of rupees we already have to get the manganese ore in here.
Then we could have merchandised that cotton somewhere else; correct?

Mr. Srreer. Well, such an arrangement we would need to work out
with the Indian Government, and then, of course, we are very anxious
to minimize the use of the barter authority. Furthermore, the amount
of funds would need to be specified in appropriation acts.

Senator Syminaron. I thonght you were giving it to them without
working it out.

Mr. Streer. Well, the uses provide for that, but I am sure any
such arrangement. which would have such an impact on the Indian
economy would be something that we would

Senator Syyineron. It would be a healthy impact.

Secretary Freemax. I had better get into the act here on this one,
Tom. T think this is available and available for use, and what you
say could be done if we felt it was in our national interest.

EXPORTS OF U.S. AGRICULTURAL COMMODITIES TO INDIA

Senator SyauNeroN. I made a mistake. I said a third of the money
was available to the United States. Apparently I was wrong. Ap-
parently it was only 15 percent. A number of times after we decide
what will be the amount of foreign aid, one turns to some other agen-
cies or bureaus or commissions, or committees, and finds additional
appropriations, which are little more or less than foreign aid.

Vhen IDA came up before the Senate, the idea was it was a good
thing for Central and South America. Yet 60 percent of all money
for IDA went to India, and 80 percent of all money, relendable, went
to India, and relendable on far more favorable terms.

Would you furnish for the record the amount of agricultural prod-
ucts that have gone to India in the last 10 years and under what terms.
Mr. Secretary ?

Secretary Freeman. Yes, sir.
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( The information referred to is as follows:)
Eaports of United States agricultural commodities to India, commercial and

export programs for fiscal years 1954-55 through 1962-63
[In millions of dollars]
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Exports under title I, Public Law 480, are made under agreements between
the U.S. Government and India which provide for the sale of surplus agricultural
commodities for rupees. Exports under title II, Public Law 480, are given to
India to meet relief requirements and to promote economic development. Dona-
tions under title ITI, Public Law 480, are made through American voluntary
agencies for assistance to needy persons and for school lanch programs. Exports
under the barter authority of title 111 are made in exchange for strategic mate-
rials. Exports under AID funds were made under the authority of section 402
of Publie Law 665 and Public Law 871-195.

The uses of rupees accruing from sales of surplus commodities under title I,
Public Law 480, are governed by the agreements themselves and by U.S. legislation
and policy directives. A proportion of the rupees is set aside for use by U.8.
Government agencies for the various purposes set out in section 104 of Public
Law 480, This proportion has varied from 20 percent set aside under the first
agreement to 10 percent under current agreements. Another portion of the
rupees is set aside for loans to private enterprise under the provisions of section
104 (e) of Public Law 480. The portion set aside for this purpose has varied
from 25 percent in early agreements to 5 percent in agreements during the past
4 years. Another portion of the rupees is set aside for loans to private enter-
prise under the provisions of section 104 (e) of Public Law 480. The portion set
aside for this purpose has varied from 25 percent in early agreements to 5 percent
in agreements during the past 4 years. Another portion of the rupees is estab-
lished for use as grants for economic development under section 104(e) of the
law. The proportion for this purpose has been as high as 42 percent in the
multiyear agreement signed in 1960 but subsequent agreements have eliminated
the use of rupees for this purpose. The largest portion of rupees Is established
for loans to the Indian Government for economic development under section
104(g) of the law. This portion of rupees uses has varied from as low as 40
percent to the current 85 percent in agreements signed since 1960.

The rupees nsed by U.S. Government agencies are available to these agencies
when purchased with regular agency appropriations and funds, and are subject
to the normal budgetary and appropriation criteria. This requirement, that
rupees and other foreign currencies accruing from title I, Public Law 480, sales
will be available by purchase with regular agency appropriations, is a specific
requirement of the law for many of the uses provided under section 104. In
addition the executive branch has made this a general requirement for all uses
of foreign currencies by U.S. Government agencies. Lower priority programs
may be financed through separate special foreign currency program appropria-
tions which are limited to the purchase of excess foreign currency. Grants under
section 104 (e) are subject to the provisions of section 1415 of the Supplemental
Appropriations Act of 1953 unless action is taken to waive this requirement.
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Rupees and other foreign currencies are sold by the Treasury Department to the
appropriations of U.8. agencies.

Rupees and other foreign currencies used for loans and grants for economiec
development or the common defense in foreign countries are made available for
expenditure without charge to appropriations. The use of these currencies
within foreign countries are for projects which are mutually agreeable to the
U.8, Government and to the foreign government.

U.8. WHEAT—GERMAN FLOUR SALES

Senator SyminaeroN, Finally, you mentioned the German transac-
tion. When we decided to sell wheat to Russia, there was a protest
from Chancellor Adenauer. I think you mentioned at that time we
happened to know the Germans were getting our wheat. Were they
buying it?

Secretary Freeman. They were buying it. These were dollar sales.

Senator SymineToN. Then milling it in Germany and reselling it to
Russia for flour; is that correct?

Secretary FreemaxN. That is correct.

Senator Syamineron. Would you give us the details on those trans-
actions?

Secretary Freeman. Yes, sir.

Senator Symrxerox. Thank you, Mr. Chairman.

(The information referred to is as follows:)

WEST GERMAN WuEAT IMPORTS AND Frour EXPorTSs

West Germany imports wheat from many sources and exports flour to many
destinations. West Germany is not self-sufficient in wheat, therefore total im-
ports of wheat are well above total exports of flour.

In the current year West Germany has sold 350,000 tons of flour (452,000 tons
wheat equivalent) to the Soviet Union. Wheat imports for the entire vear are
estimated to reach 1.6 million tons. It is estimated that imports from the United
States will be about 450,000 tons during this year.

The flour exported to the Soviet Union will be milled from a blend of domestic
wheat and wheat imported from the United States or from other countries. While
we do not have any way of determining the amount of wheat imported from the
United States that is milled for export as flour to the Soviet Union, we assume
that some of our wheat was usged for this purpose.

WHY RUPEES ARE NOT AVAILABLE FOR LOCAL USE

The CramrMaN. Mr. Secretary, before we leave this question of the
use of the rupees, I think there is great misunderstanding. I grant
it is extremely complex. But as long as you are going to try to clarify
this record, I hope you will be very careful and put into this statement
that you supply for the record exactly the terms of the agreements
controlling the use of the rupees. (See p. 145 for information
furnished.)

I do not wish to take the time of the committee at this time, but even
as to that amount, the 85 percent, this is not just arbitrarily restricted.
It is still subject, as I understand it, to agreement as between their
Government and our Government. To use one, I think, rather silly
example of what we do, we have a very fine Embassy there. It costs
some $3,000 a year to pump the water for the fountains, which are a
great attraction and a beautiful thing.

They cut off the water because they wanted to save $3,000 equivalent
in rupees. This could be paid for by rupees, not dollars, but in our
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great 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 Appropriations Commit-
tee refusing to allow our own government to make agreements to use
rupees for local expenses. It wouldn’t have cost the Treasury a nickel.

Senator Symrneron. The chairman is logical in what he has just
said.

The Caamyan. There are vast amounts of rupees that could be used
for local expenses, and which do not require (.lolllau's. But under laws
and regulations they cannot use the rupees without the authorization
of the Appropriations Committee. That 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 result 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 Appropriations Committee will not authorize it. They have to
authorize a dollar appropriation to be turned over to the Treasury.

It is purely bookkeeping to make available the rupees; is that not
correct, in general ¢

Secretary Freearan. That is correct.

USE OF FOREIGN CURRENCIES LIMITED BY APPROPRIATION PROCESS

The Cramyan. This is very muddled. Everybody has different
views as to why we do not use this and that, and we are always blaming

the State Department or somebody else.

The truth is, the real obstacle to the use of rupees and other foreign
currencies lies in the appropriation process, and I wish you would make
this very clear in your statement.

Secretary Freemax. I would be happy to do so. T certainly share
the chairman’s views that particularly in countries where we have a
great surplus of their currency, which is piled up, that it could be put
at no cost to (’“Ii‘('t i"(‘ 1se.

The Cuamaan. We are paying rent over there on some quarters I
happen to know about. I tried to get them to make available rupees
that we already own to purchase a headquarters. No: this is extrava-
gance according to the Congressional Appropriations 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
fault because they have no authority to do it; they are not allowed use
of the rupees.

I want this 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 SyaNeroN. 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 important it is, at
least to the agriculture in my State, that we maintain our position to
the best of our ability. :

Secretary Freemax. I am—I can assure you, Senator Symington,
that I am most aware of that, and I appreciated very much the support
in the rather outspoken and sharp position I have taken in this matter
not only here but in Western Europe over the past two years.

Senator SyarxeroN, Thank you and congratulations.

The Caamyax. Yes. Ithankyou for what you said about chickens,
too. Youmade a very good statement.

The Senator from Delaware ?

Senator WitLiams. Mr. Secretary, I want to thank you for your
statement and to say that I think it an excellent suggestion that
the Appropriations Committee should consider making part of the
State Department’s appropriations in the form of these local curren-
cies of which we have a surplus. And I hope they will take that into
consideration and, instead of appropriating dollars, appropriate some
of these currencies, which would save us money all around.

DISTINCTION IN SALES TO VARIOUS COMMUNIST COUNTRIES

As I understand it, one of the arguments you have used for our
selling behind the Iron Curtain is on the basis that if we do not enter
into sales with Russia and their satellites our allies will, and therefore,
to that extent it is unfair to American agriculture and American in-
dustry; is that correct ?

Secretary Freeman. That is correct.

Senator WirLiams. You likewise carry that reasoning over to reec-
ommending sales with China and Cuba?

Secretary F'reeman. No, sir.

Senator Wiriams. How do you distinguish between the two? Our
allies are selling to Red China, are they not? The same allies that are
selling to Russia and her satellites in Europe are also recognizing and
entering into trade negotiations with Red China, are they not ?

Secretary Freemawn, I think 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 think Red China has violated a number of solemn inter-
national commitments, and in this instance that they, therefore, are in
a category somewhat different from the Communist countries in
Europe.

Senator WiLriams. 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 Freeman. Yes.

Senator Lavscre. How many do they have to shoot down before it
putsusin a state of unfriendliness?

Secretary Frepsan. We are certainly not in a state of declared war
with the Soviet Union, and in this instance apparently our planes in-
advertently did get over Russian territory and, happily, the airmen
who were detained have been returned, and I think the Secretary of
State said that incident is closed. .
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Senator Wirriams. I noticed that some of our allies in Europe are
also entering into negotiations to sell to Cuba. Do you think our State
Department and Commerce Department are depriving American In-
dustry of their rights? Do you think they should sell some of these
tractors and buses to Castro?

Secretary Freeman. Noj; I do not think they should, nor do I think
we should.

Senator Wirrzams. I can recognize the difference in some areas, but
I just wonder how you distinguish where we pick up. How about East
Germany ?

Secrefary Freeman. Each of these is a difference of degree, and it is
extremely difficult to generalize about.

As I tried to make clear in my statement, I think we ought to have
no illusions, and recognize that communism, whether it is in China or
Russia. or in Cuba, has the objective of world domination.

The degree of difference between being in a hot war or a cold war
is a relative one, and each transaction 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 of the country in
question, it will depend upon the nature of our potential trade. It
might depend upon the current political elimate. I donot think there
is any hard and fast, black and white rule in this connection in terms
of our own national interest.

DOLLAR VOLUME OF AGRICULTURAL EXPORTS

Senator Witriams. What was the figure that you gave as the dollar
volume of the sale of agricultural products, our export value?

Secretary FrEEman., For dollar value this year it will be $4 billion
plus.

Senator Wirriams. Now, of that amount how much is for dollar
sales?

Secretary Frerman. All of that.

Senator Witriams. That is the dollar sales?

Secretary Freesan. That is the dollar sale.

OVERALL U.S. EXPORTS, INCLUDING PUBLIC LAW 480

Senator Wrrrzams. I see. How much is the amount of the overall
sales, including Public Law 4801

Secretary Freeman. About $6 billion.

The Crammax. Is that 19637

Secretary Freesan. Yes. This will be for the 1963 trade year.
T3}is is our estimate for this year, which trade year ends in July of
1964,

Senator Symiveron. For the fiscal year 1964.

Secretary FreemanN. Yes, sir.

Senator Witriams. That is all.

The Craamyan. The Senator from Ohio.

Senator Lauvscue. I would like to ask a few questions about the
Ytéqoslavia, and Polish situations.

Secretary Freeman. Very good, sir.
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TITLE I AND TITLE IV PUBLIC LAW 480 SALES TO YUGOSLAVIA

Senator Lavscue. How much of Yugoslavia’s dinar currency do we
now have? Do you have that?

Secretary Freeman, I'm sorry, Senator, we do not have those, T
would be happy to get them for the record.

We have $36.2 million worth of dinars for U.S. use.

Senator Lavscue. We were selling to Yugoslavia under title I, but
now have shifted to sales under title I'V; is that right?

Secretary Freeaan. 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 Lavscur. How much surplus food have you sold Yugo-
slavia under title IV ?

Secretary Freeman. Under title IV our sales total $33.5 million
worth of cotton, soybean meal, tallow, and dry edible beans, including
ocean transportation.

Senator Lavscae, What are the terms of that sale?

Secretary Freemax. 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 title IV agreement with Yugoslavia was signed April 21, 1962, for cotton
and soybean meal with an export market value of $10.1 million. This was
amended on May 18, 1962, to provide more cotton for an additional value of
$7.2 million. It was further amended on November 28, 1962, to supply cotton,
tallow, and beans, for an additional value of $16.2 million.

Senator Lavscus. What length of time does Yugoslavia have to
make the payment ?

Secretary FreeaanN. We are trying to check it.

Senator Lavscae. And the rate of interest, if any.

Secretary Freeman. Fifteen years and four percent.

EFFECT OF SKOPJE EARTHQUAKE ON NATURE OF PUBLIC LAW 480 AID TO
YUGOSLAVIA

Senator Lavscae. All right.

Has there been a change in the intention of selling under title IV
instead of under title I because of the Skopje earthquake?

Secretary Freeman. Yes. I think it would be fair to say we are
reviewing

Senator Lauscone. I understood you have given them $30 million
of dinars to help them in solving the Skopje disaster.

_Secretary Freeman. That is correct. Half of the $50 million of
dinars was in the form of a loan, and half in the form of a grant.

Senator Lauscue. And you intend to give more.

Secretary Freesran. In this instance we would intend to make fur-
ther sales under title I which would not require payments in hard
currency at this time to help their economy adjust to this loss.

Senator Lavscue. 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 Freesan. No. This is now, as a matter of fact, being
negotiated. I don’t think there is—it is still in negotiation, yes, it
is still in negotiation.

Senator Lavscue. Then title IV policy is abandoned for the time
being, and you have returned to title 1

Secretary Fremsran. 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 fact, they are likely to end up with a higher proportion
of title IV this year than last.

BASIS FOR PUBLIC LAW 480 SALES TO YUGOSLAVIA

Senator Lavscae. 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 that it does not come under
the definition under Public Law 480 which precludes any sales to a
country dominated by the Soviet Union.

PUBLIC LAW 480 SALES TO POLAND

Senator Lavscue. All right.

Now, let us get to Poland. Are we still selling all of our surplus
food to Poland under Public Law 4807

Secretary Freeman. No. We have—we are selling under title I
only in this case we are selling for dollar repayment and not for soft

currency repayment.

Senator Lavscie. And that is because of the law?

Secretary Freeman. That is because of the Battle Act which pre-
cludes our loaning any of that currency back to the government in
question.

LOCAL CURRENCY USED TO RBUILD HOSPITAL IN POLAND

Senator Lavscie. What were the sales under which we acquired
the soft currency to build the hospital?

Secretary Freemax. Those were sales under previous Public Law
480, title T agreements. We have substantial amounts of zlotys yet,
and it seemed not to our national interest to continue piling up soft
currencies that could not even be utilized within the country itself.
Our local currency assistance in support of the Polish hospital is based
upon a provision of the Foreign Assistance Act (sec. 21 +(b)) which
specifically waives the Battle Act provision.

TERMS OF PUBLIC LAW 480 AGREEMENTS WITH POLAND

Senator Lavscre. Are the most recent sales made under Public
Law 480 under title IV ?

Secretary Freeman. Title I. these are made under title 1.

SQenator Lavscae. And sold for dollars?

Secretary Freeman. Repaid indollars.

Senator Lavscae. Cash oron terms?

Secretary Freeaan. On terms.
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Senator Lavscue. 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 Lauscue. The first one will be paid in 50 years then; is that
correct

Secretary Freeman. Yes.

Senator Lauscue. Ten years of grace, and 40 years within which
to pay ¢

Secretary Freeman. Yes, sir.

Senator Lavscre. Nointerest?

Secretary Freemax. 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 Lauscae. All right. Can you tell me whether Russia
has sold or shipped wheat to Cuba since we made our sale to Russia?

Secretary Freesman. The answer is Russia has not. to our hest
knowledge. Itismy understanding

Senator Lavscue. By that, do you mean you have no knowledge
that it hassold ?

Secretary Freeman. That iscorrect. And I have

Senator Lavscue., And, since you have no knowledge that it was
sold, you conclude that there were no sales made?

Secretary Freeman. That, plus the fact that the Canadian sale
of wheat to the Soviet Union ln-u\“rdwl 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 Lavscue. Do you know whether it is or is not a fact that,
after 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 Freemax. I do not know whether that is or is not a fact.
I have had no information in connection with that at all.

Senator Lavscue. No knowledge, no hint of it?

Secretary Freearan. No knowledge, no hint of it.

Senator Lavscue. Now, then, to get back to vour first statement
when Russia bought from Canada, did it intend to send part of that
Canadian purchase to Cuba ?

Secretary Freemax. That. is correct.

Senator Lavscue. How much of it ?

Secretary Freesman. I have forgotten the total volume.

Mr. Ouson. They are talking in terms of 250,000 tons.

Senator Lavscne. How much did Russia buy from ns?

Mr. Orso~. They bought 1,700,000 tons.

Secretary Freesmax. 1,700,000 tons.
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Senator Lavscue. Do I understand 250,000 tons of Russia’s pur-
chase from Canada were to be sent to Cuba?

Mr. Orsox. That is right, sir.

Senator Lavscue. Did the Department of A griculture know at the
time we sold our wheat to Russia that Russia had made a deal to buy
Canadian wheat and ship 250,000 tons to Cuba ¢

Secretary FREEMAN. Yes. :

(Subsequent to the hearing, the Department of Agriculture sub-
mitted the following additional data:)

In their contract with Canada, the Soviet Union included 245,000 tons of wheat
and 150,000 tons of flour (equivalent to 205,000 tons of wheat) specifically for
shipment to Cuba. The Soviet Union is financing these shipments. Exports un-
der this contract through January 1964 have totaled 74,000 tons of wheat and
53,000 tons of flour.

In view of this contractual arrangement with Canada, it is not felt that the
subsequent sales of U.S. wheat to the Soviet Union resulted in additional wheat

or flonr being shipped to Cuba.
POSITION OF RUSSIAN FARMER

Senator Lavscae. What is your understanding 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 that he can say, “This is my property”?

Secretary Frepman. Well, I was not in a position to give any judg-
ment. as to the state of mind of the average Russian farmer. I think
the fact that 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.

INEFFICIENCY OF COLLECTIVIZED FARMS

Senator Lavscne. That is, they are producing 50 percent on the
small plots that have been sort of charitably 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 be fair to assume that the farmer is not producing for
the Government as intensely as he is producing for himself?

Secretary Freemax. I don’t think there is any question about that.

Senator Lavscae. Can we infer they are not giving their best to the
Government on the collectivized farm? ,

Secretary Freemax. I would certainly say that the system of col-
Jective agriculture is not an efficient one, and the people who partici-
pate in it are, by and large, not as productive as they are in their own
operations, without any question.

Senator Lavscue. Would you go so far as to infer that the Russian
farmer is deliberately sabotaging the collectivized system?

Secretary Freesran. There are many, many reports to that effect,
and I would think this is very, very likely in some cases.

Senator Lavscue. Now, then, if he 1s 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 Freemax. No, I do not think so.

Senator Lavscue. I will not press it. I think we did. I think
the Russian farmer has sabotaged the machinery, has sabotaged the
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fertilization, the harvesting, and was making progress, and we helped
emancipate Khrushchev from the problem that confronted him.
That is my feeling. I am not going to argue it. We cannot get any-
where by arguing it.

DELIVERY TO CUBA OF CANADIAN WHEAT 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 Liavscae. You assume it has?

Secretary Freeman. I have not checked that particular point, but
I think it likely.

Senator Lauscare. 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 divert 250,000 tons of wheat ?

Secretary Freeman. No, I do not think it had any relationship
whatsoever. I think that is a spurious observation. Having been
in there and having reviewed a little bit at first hand, I think the Rus-
sian political objectives in Cuba were such that whether we did or
did not sell them any wheat they would have delivered the wheat to
Cuba regardless of what it meant to their own people and to their own
domestic economy, and I see absolutely no relationship between the
two.

Senator Lavscue. Don’t you tacitly admit, when you say that they
would have delivered the 250,000 tons regardless of what impact 1t
had on its own people, that we relieved them from the burden of the
bad impaet ?

Secretary Freemax. Well, in terms, perhaps, of helping to feed
some Russian people that otherwise might have gone hungry, that
may well be the case.

Senator Lavscue. That is right.

Secretary Freeman. In terms of deterring the shipment of wheat to
Cuba, I think that was not the case,

Senator Lavscue. That is what I had in mind. It enabled Khru-
shchev not only to serve Castro, but also to serve his own people.

Secretary Freeman. I guess we disagree with that just as we did on
the former question, Senator.

QUESTION OF EAST-WEST TRADE LIBERALIZATION

Senator Lavscue. Do you have in mind any particular objective
in appearing here today? Are you wanting us to approve a liberali-
zation of the trade between the East and the West ?

Secretary Freeman. I am appearing here, I think, at the invitation
of this committee, and asked to discuss that trade in terms of agricul-
ture, and I have testified that I think in terms of agricultural com-
modities that we ought to expand that 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 think we profit more from it than they do.
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Senator Lavscae. Do you also include in that a liberalization of
trade in fields other than agriculture ¢

Secretary Freeman. Well, in that area I think we have got to apply
a very matter of fact and very methodical principle of our own na-
tional self-interest in terms of whether—of comparing how it will
strengthen us as compared to strengt hening them.

U.N. CONFERENCE ON TRADE AND DEVELOPMENT

Senator Lavscue. 1 was going to talk about the United Nations
Conference, but it is 12 o’clock, and I will not do so. That is, the
United Nations Conference in Geneva now.

Secretary Freemax. The UNCTAD Conference.

Senator Lavscue. Yes. That isall I have, Mr. Chairman. Thank

you.
KENNEDY ROUND OF TRADE NEGOTIATIONS

The Cramaman. Well, Mr. Secretary, in connection with that last
item, I would like to ask you what you think the prospects are in the
Kennedy Round of being able to consider the question as a package,
that is, of avoiding considering industrial goods separately from
agriculture. Do you think we will be able to do that?! Are you at
all optimistic that we can ¢

Secretary Freeman. I have—I am apprehensive. I would say I
am mildly optimistic. I think that the KXEC 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 this
case very, very strongly; and, as I say, I am very, very hopeful that
they will recognize that the whole concept of the KEC is one looking
toward freeing trade and not restricting it, and with the sharing of
the negotiating responsibility between both industry and agriculture
we go with a stronger hand than has been the case with previous nego-
tiations.

The Cramumax. This has been discussed and it is settled policy of
this Government to present this package ?

Secretary Freeman. That is correct.

RELATIONSHIP OF U.8. WHEAT SALE TO RUSSIAN WHEAT RESERVES AND
COMMITMENTS TO SATELLITES

The Cuamyan. Following up just 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 Freemax. No, I do not think they would have gone
hungry ¢

The Cramyan. Part of the wheat, T presume, was to make possible
their fulfillment of their commitments that they normally make with
regard to satellite countries: isn’t that correct?

Secretary Freeman. I think that is true. T think also it may very
well have been that reserves had gotten to a level that was threatening
their national security. This is something we are not sure about.
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FIRST INSTANCE OF MAJOR BOVIET IMPORTATION OF WHEAT

The Caamyax. Have they been over the years traditionally an ex-
porter of cereals or an importer ¢

Secretary Freeman. They have been traditionally an exporter of
from 150 to 200 million bushels of wheat a year, and this is the first
time that they have imported any significant amount of wheat at all,
and the first time that any has been 1mported, to my knowledge, from
Canada or the United States.

ARGENTINE WHEAT NEGOTIATIONS WITH COMMUNIST BLOC

The Cramraan. Is there anything to the rumor, I think it is, that
I heard that they are now negotiating with or have negotiated with
Argentina for substantial supplies of wheat ?

Secretary FrReeman. Yes, I think they have. I think Red China is
negotiating with Argentina, also.

The Cuamyman, So, in any case, if we had not sold them this
62 or 67 million bushels of wheat, it is likely that they would have been
able to obtain it elsewhere.

Secretary FreemaN. They could have gotten some of it elsewhere,
yes. How 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.

QUESTION AS TO CONTINUED SOVIET NEED TO IMPORT WHEAT

The Caamaman. Yes.

From your observations, do you believe this shortage requiring their
purchases resulted in a one-shot purchase or unique situation? Of
course, this is speculative, but is it likely to continue for 1, 2, 3, 4
years? What is just your own estimate?

Secretary Freemax. Well, my own estimate would be that 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 that can only be guessed at now.

For example, if they move more aggressively toward the livestock
part of their economy and consume some of the cereals through the
medium of animal rather 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 Cramyan. Yes.

Secretary Freeman. But my best estimate will be that they will
need 5 to 8 million tons of wheat, part of which they would export to
their normal bloc country customers, and that the United States might
be in a position to supply up to half of that if the circumstances are
favorable.

QUESTION OF POTENTIAL FOR SALES OF NONBASIC AGRICULTURAL ITEMS

The Cramryax. In your opinion, is there a significant potential for
sales of nonbasic agricultural items such as citrus fruit or frozen
poultry?

Secretary Freemax. Well, as a matter of fact, I asked Mr. Khru-
shchev—I thought of you at the time, Mr. Chairman

The Cuamyan. Iappreciate that.
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Secretary Freesran. Why he didn’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 nutritious and very economical food, and he was
quite familiar with it. But he said, he used this sign, with putting
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
fertilizer and chickens,” he says, “I will take fertilizer,” 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 import that
agriculture that could be imported the most cheaply, would be the
cereal. Their people are heavy cereal eaters anyway by custom and
habit,

U.S8. SALE OF RICE TO RUSSIA

The Craamraan. Yes. Are all surplus agriculture commodities un-
der which export subsidies are paid now being cleared for sale for
the Soviet bloc?

Secretary FreemaxN. 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 tons of rice.

The Caamraan. To whom?

Secretary Freeman. To the Soviet Union.

The Cramraan. When was that donef

Secretary Freeman. Two, three months ago.

The Caamyan. Forecash?

Secretary Freeman. For cash.

The CraRMaN. Has it been delivered ; do you know?

Secretary Freeman. I believe it has, yes.

Senator Lavscue. Was it after you had visited with Khrushchev ?

Secretary Freeman. Yes, sir.

The CrARMAN. Some of it was Arkansas rice.

Secretary Freeman. It must be—I am advised it was probably all
Arkansas rice.

The Cpamman, It is the best rice, no question about that.
[Laughter.]

U.S. POSITION ON BILATERAL AGREEMENTS

Has the department’s experience in connection with the sales to
the Soviet bloe indicated any need for any type of trade agreement
with those countries?

Secretary Freeman. No. I think if we can work out some arrange-
ments in connection with the shipping that American private grain
traders will be perfectly able to negotiate and to sell significant
amounts of wheat in competition with other countries.

The Caamyax. What I had in mind is I understand the Germans,
being the leading trader with the Soviet bloc, have a bilateral agree-
ment which deals not only with materials and sets certain limits as
to amounts, but also deals with such things as arbitration of disputes
and any incidental activities that usually accompany trade.

I wondered, if there is any future to trading with them, why some
similar agreements wouldn’t be appropriate? f

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,
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that it is to our national interests and that 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 international market rather
than engaging in bilateral agreements which tend to stratify 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 matter of policy, of bilat-
eral arrangements,

MOST-FAVORED-NATION PRINCIPLE AND DEVELOPING COUNTRIES

The Cramrymaxn. 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 that the most-favored-nation

rinciple which we have favored for a long time may have to be
El‘e:u'h(‘(l if we are to do anything significant for these underdeveloped
countries.

Secretary Freemax. Well, we are exploring and, as a matter of
fact, the GATT negotiations themselves will explore the workability
of international commodity agreements with which you are very
familiar, Mr. Chairman, and to an extent an international commodity
agreement is obviously a bilateral or multilateral 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 that some such arrange-
ments could be to mutual advantage.

COFFEE LEGISLATION

The Cramaman. Since you have mentioned the matter 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
passe({. Are you aware of that?

Secretary Freeman. I knew that it had run into some difficulties,

The Caammaxn. Some difficulties.

Secretary Freeman. Yes, sir.

PROVISION OF EXPORT SUBSIDIES TO MEET WORLD PRICES

The Crammax. Are export subsidies and other aids in meeting
world prices normally provided by the other free world countries,
particularly our allies, to the Soviet bloc in the same manner as they
would to free world nations?

Secretary Freeman. Yes. So far as I know, they are used, although
they would be pretty well masked in such instances through the bi-
lateral arrangements that would provide for all kinds of ecircum-
stances. But basically T am sure that the Soviets would insist on
meeting world prices, and otherwise they would go shopping some-
where else.

EFFECT OF U.S. BOYCOTT ON FOREIGN GOODS

The Cramyan. Did you run into any comments on the public dem-
onstrations in this 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
1 took their purchasing man to task on this, and said quite sharply to
him that 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 1t, but said at that time that because of the most-
favored-nations status having been removed, that they simply didn’t
know how they could possibly buy anything for dollars because they
couldn’t sell anything, and this, combined with the efforts to boycott
the limited commodities that 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.

POLISH REACTION TO BOYCOTT

The Cuairman. The Poles’ reaction wasn’t very favorable to the
boycott ?

Secretary Freeman. Noj; it was an equally concerned one.

The Cuamyan. 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 it was not understood by others.

AWARENESS OF SOVIET PEOPLE REGARDING AGRICULTURAIL DIFFICULTIES

The Cramyax. In your travels in Russia and in what contacts you
had with the people, were they aware of the difficulties the Soviets

suffered in agriculture?

Secretary Freeman. Yes. I think I would say they were aware
of it.

The opportunity that 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 vieinity.

However, the struggles have been such, and the changes have been
such that even in the discussions with the officials themselves, as you
got to exploring the grounds with them, it was quite clear that they
realized that they had not reached a standard comparable to ours.
As a matter 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, that 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 SHIPPING REQUIREMENT ON TRADE

The Craammax, 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 trade?

Secretary Freeman. I think that it has prevented trade that other-
wise would have taken place.

The Craamyan. Does it tend to make us noncompetitive?

Secretary Freeman. Yes; it does.

The Crammaxn. Do you have available approximately 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 Freeymax. I would just nuse 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 ship on an American bottom, and it would cost probably $6 to $12
a ton to ship on another ship.

The Cramaran. Does that means that it is roughly twice as much?

Secretary Frexyax., Well, it would run from one-third to twice as
much.

Senator Lavscne. Repeat that figure on what it costs again, Mr.
Secretary.

Secretary Freemax. 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 Ameri-
can bottoms. With respect to the other ships, I am speaking of world
«hippm'r rates on tramps.

The Cramaan. These rates vary in accordance with the demand?

Secretary Freeman. Yes.

The Cramyax. It is not fixed ?

Secretary Freeman. Yes. It is fixed on the big liners. They are
the so-called conference rates.

The Cramaan. But these tramp steamers will get what the market
will bear?

Secretary Freeman. Yes. But within that concept it can run twice
as much per ton.

The Cuamyan. Yes.

Secretary Freeman, They are talking about ships from New York,
say. to Odessa.

The Caamyan. Yes.

Secretary FreeMan. Yes.

The Cuamyan. Do you have any authority presently to increase
the export subsidy to compensate for increased shipping costs?

Secretary FreEeman. No.

The Caamaran. Does the Commodity Credit Corporation

Senator Lavscae. May I ask a question on that point?

The Cramman, Yes,

COST OF HARD WHEAT TO RUSSIANS

Senator Lauscue. 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 Freeman. No. This was just a happy coincidence, Sena-
tor, that we had an excessive amount of Durum on hand, over 2 years’
supply, and in this instance when the bid was made for the quantity
involved, why, we jumped at the opportunity, and whether it had been
to a sale for the Soviet Union or anybody else, we would have made the
sale, because the amount of Durum on h.md is so far in excess of our
foreseeable needs, and the cost of carrying it was so heavy in this
instance——

Senator Lavscae. Was that price for which you sold lower than
what vou had been selling Durum wheat ther etofore?

Secretary Fremmax. That is correct, yes.

Senator Lavscre. How much lower?

Secretary FreEEmax. It was about 14 cents.
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Senator Lavscue. A bushel?

Secretary Freeman. 14 cents a bushel. It would have been between
60 cents to 7T4.

Senator Lavscre. May I ask another question on that? Have the
sales that have subsequently been made of the Hard Durum wheat been
higher than the rate we just deseribed ?

Secretary Freeman. No, they were the same rate roughly, 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-SUBSIDY SYSTEM ON DURUM WHEAT

Senator Lavscue. I sent a letter 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 transaction which I just
identified and the five sales made immediately thereafter. I think
that——

Secretary Freeman. So I may not mislead you, and we will respond
to your letter, we did make sales both before and after at a much lower
subsidy, but because these were very small sales they did not—they
were not 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 just 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 are concerned, we have not because we did not wish
to lose income to ourselves thereby without selling any significant
amount or disrupt international markets in Durum,

Senator Lavscae. Is this transaction which we are talking about
the first one that was made of a large sale quantity at a reduced price?

Secretary Freeman. Yes.

Senator Lauscne. And by coincidence it fitted in to help the
seller of the large quantity of wheat to Russia in carrying his ex-
cessive transportation cost f

Secretary Freeman. That is right.

CCC AUTHORITY T0O SELL SURPLUS COMMODITIES ON CREDIT TERMS

The Cramaran. Does the Commodity Credit Corporation have au-
thority to sell surplus commodities to exporters on credit terms?

Secretary Freeman. Yes, sir.

The Cuammax. Have there been any Commodity Credit sales on
eredit to exporters who have sold these goods in turn to bloc countries?

Secretary Freeamax. Let me get on the first question, to sell the ex-
porters on credit terms?

The Caamaan. Yes.

Secretary Freemanx. 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 credit to exporters, who would just




162 EAST-WEST TRADE

purchase for resale as they may see fit. I hope I could clear the rec-
ord on this, Senator Fulbright.

SATELLITES' WHEAT REQUIREMENTS AND PURCHASES

The Cramaaxn. I just wanted the record clear on how this works.

To what extent, if any, were the purchases of wheat by Russia neces-
sary to fill commitments made to bloe countries.

Secretary Freesman. Well, I don’t know offhand, but this was a
part of it. The exact magnitude of commitments to bloe countries 1
do not know. But we have some pretty good idea, and we would be
happy to submit it for the record.

The Cumamyax. Could you submit for the record whatever you
know about that.

Secretary Freeman. Yes.

(The information referred to is as follows:)

Russia, up until the current year, has been a major wheat exporter. In the
past 5 years, these exports have averaged about 5 million tons annually. Most
of these, about 3.5 million tons, have been shipped to the East European satel-
lites of East Germany, Czechoslovakia, and Poland. Smaller quantities have
gone to Bulgaria and Hungary. Rumania is self-sufficient in wheat and, in
fact, is shipping 400,000 tons to the Soviet Union this year. Total imports of
the satellites from all sources have averaged about 4.4 million tons in recent
vears.

Therefore, based on average imports and allowing for production levels in
1963, estimated total whent import requirements of the satellites are as follows:

Tons
East Germany e o 1, 400, 000 | Rumania
Czechoslovakia____. _____ 800, 000
Poland e 1, 800, 000 Total estimated im-
Bolgaria.. - _. . 375, 000
Hungary 450, 000

This total is about 10 percent above the recent average.

In the absence of supplies from the Soviet Union these countries, with the
exception of East Germany, have made substantial purchases from Western
countries. Known purchases to date are as follows:

Tons Tons
East Germany 275, 000 | Bulgaria. . ___ i 350, 000
Czechoslovakia____ __ y 410,000 | Hungary. . A 4635, 000
Poland 1, 735, 000 |

These purchases indicate that Poland, Bulgaria, and Hungary need little,
if any, wheat from the Soviet Union. Barring further purchases from Western
countries, East Germany would need about 1,100,000 tons and Czechoslovakia
about 400,000 tons. Thus, the total demand on the Soviet Union this 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 transshipped to Hast Germany and Czechoslovakia
is not known. It has been reported that some Canadian wheat sold to the
Soviet Union has been transshipped through Hamburg by rail and barge to
East Germany. However, the bulk of both the United States and Canadian
shipments are to Black Sea ports.

In the final analysis, whether imported wheat is shipped direct to satellites
or replaces domestic wheat shipped to them, the purchases by the Soviet Union
are of sufficient size to take care of the remaining satellite requirements as
well as those of Russia itself.
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RUSSIAN SHIPMENT OF WHEAT TO BLOC COUNTRIES

Senator Lauscue. 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 it did to Cuba following the
purchase of U.S. wheat? Your answer is yes to that, isn’t it ¢

Secretary Freeman. No. My answer 1s that Russia had agree-
ments with the so-called satellite countries. Those agreements in
whole or in part could have been met out of the American shipments
either directly or indirectly. However, the satellite countries have
purchased a substantial portion of their wheat requirements directly
from Western countries rather than dealing through the Soviet Union.
Early indications were that the Soviet Union might buy as much as
4 million tons including requirements of the satellites, but it subse-
quently developed that they were thinking of about 2.5 million tons,
and that 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 Lavsoue. Do I understand that you have a pretty good
knowledge of some shipments of wheat that were made to the bloe
countries?

Secretary Freemax. We have a pretty good knowledge from the
Soviet Union, you mean ?

Senator LavscHE. Yes.

Secretary Freeaawn. Yes. I think so; do we have those figures,
Gene?

SOVIET WHEAT PURCHASES FROM SATELLITE COUNTRIES

Mr. Orsow. Yes, sir. In response to the initial question, we have
no information whether or not the Soviets have shipped grain to the
bloe countries, Eastern FEuropean countries, since they bought from
us, and quite to the contrary, they bought 400,000 tons from Ru-
mania—reversed the process.

The Cuamyan. The Soviets bought from Rumania?

Mr. Orson. That’s right, sir.

The Cuaamryan. I see.

Senator Lavscue. That was before its purchase from us?

Mr. OrsoN. The timing on that T would say would be during the
period when they were in the negotiations with us which led to pur-
chases in January.

Senator Lauscre. You could place in the record the situation as
it prevails with respect to this question, if you will?

REQUEST FOR AMOUNTS OF SOVIET SALES AND U.S. SALES TO BLOC COUNTRIES

Secretary Freemax. You would really like to know, Senator, as 1
understand it. since our sale or at least coterminus with it, whether
the Soviet Union has sold any wheat to the satellite countries?
Senator Lavscre. The members of the Communist bloc.
Secretary Freeamran. Members of the Communist bloe, and if so,

how much?
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Senator Lauscue. And if so, to what countries, and in what quan-
tities.

Secretary FreemaN., What amounts; and, secondly, I gather the
sales that we have made to the so-called bloe countries other than the
Soviet Union ¢

Senator Lavscue. That would be fine.

Thank you.

(The information subsequently furnished appears on p. 162.)

SOVIET PURCHASES OF CUBAN SUGAR

The Cuamyan. Do you know whether Russia’s purchases of sugar
from Cuba have been in excess of her normal purchases and needs
and the needs of her satellites?

Secretary Freesax. I frankly do not know.

The Caamaay. You have no information on that?

Mr. Ovson. The purchases are in excess.

Secretary Freeman. Whether Russia has purchased from Cuba in
excess of her own domestic needs of sugar?

Mr. Orson. Idonot know.

The Cramyan. Youdonot know ?

Secretary Freemax. We will try to find out. I really do not know
the answer.

The CaamyMaN. I do not know that it is vital, but if you have some
information about the purchase of sugar from Cuba please give it to us.

(The information referred to follows:)

Based on the record of sngar exports from the U.8.8.R. in recent years, it is
clear that that country’s purchases of sugar from Cuba have been in excess of
its needs and the needs of the satellites.

Prior 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.

Prior to 1961, exports by the U.S.8.R. averaged about 200,000 tons annually
to about a dozen countries, most of which had common borders with the U.8.8.R.
but only two or three of which were satellites. Beginning that yvear and sinece
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 BETWEEN RUSSIA AND COMMUNIST CHINA

The Crmammax. Is Russia purchasing from other sources agricul-
tural commodities such as soybeans, meat, and so on, she formerly pur-
chased from Communist China? Do you know anything about that?

Secretary Freeman. No, I do not know anything about that.

The Cramyax. Do you have any knowledge about trade between
Communist China and Russia within the last year?

Secretary Freeman. Mr. Olson, you have been following this. Do
you have any information about the adjustments in Russian-Chinese
trade?
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Mr. Orson. The information we have, sir, is it has gone down, there
is no question about that. But we do not have exact information as
to the extent that it has dropped.

(The following information was subsequently supplied for the
record :

CoMMUNIST CHINA-U.S.S.R. TrRADE TRENDS

According to official Soviet statistics, total trade between Communist China
and the Soviet Union reached a peak of over USS$2 billion in 1959, with the larger
part of the trade being credited to China.

Since 1959 there has been a precipitous drop in trade between the two coun-
tries. Total trade between the two countries in 1962 was, roughly, one-third of
the 1959 high. Although no trade data are available for 1963, the same general
trend is expected (see table1).

The decline of Soviet exports to Communist China was much greater than
the decline of exports from China to U.S.8.R. Whereas Soviet exports to China
in 1962 were less than one-fourth those in 1959, exports from China to the
U.8.8.R. were down about one-half.

The larger balance which appears between the trade figures for the two coun-
tries since 1960 acerues to the benefit of the Chinese only to the extent that such
“favorable balances” are being used to liquidate the large deficit which the
Chinese incurred over a period of time as a result of loans from the Soviet Union.
In 1961, the agreed debt was $£320 million. The Chinese claim they will liquidate
the debt by the end of 1965.

A commodity breakdown of trade between the U.8.8.R. and Communist China
for 1960-62 is shown in table 2. Pending a change in the current strained rela-
tions, the Soviets are not likely to construet more industrial plants, the largest
single export item in 1960. Food grains and food preparations from the U.S.8.R.
likely will be stopped and a gradual decline in the export of other commodities
is expected in the years immediately ahead, although it is a matter of specula-
tion as to when or if trade in these commodities will be curtailed completely.

It is likely that exports from Communist China to the U.S.S.R. will remain at
about the level of 1962 until the debt is liquidated. While agricultural commodi-
ties (mainly edible oilseeds, meats, grains) in 1959 accounted for over 25 percent
of the Chinese export to Russia, by 1961 it had dropped to about 3 percent and
is expected to continue at about this level for the next few years. Textiles and
clothing, previously a major export, are expected to remain one of the impor-
rant commodities in the total exports to the Soviet Union.

Tagsre 1.—Trade between Communist China and Soviet Union, 1955-62*

[In millions of U.8. dollars]

Chinese | U.8.8.R.
exports to ’ exports to Total trade | Surplus ()

Communist or deficit (-
China

B.5.R.

i Spurce; Official U.8.8.R, trade statistics.
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TABLE 2.—Sino-Russian trade, 1960-62
[In millions of U.8, dollars]

CHINESE IMPORTS FROM U.S.8.R.

Complete plant

Other machinery and equi
Petroleum products. ... .-
Bteel products. ..veeeeaaaaa.
Ce a e
Others.__

Total

ot
Clothing..
Others. .....

Total.......

1 Rye, wheat, and flour.
* Conslsting of cotton, wool, silk, but excluding clothing,

Source: Official U.B.B.R, trade statisties.

The Cuaamrarax. What were the principal produets that Russia pur-

chased from China ?
Mr. Ovsox. The major product was the pork, and soybeans, and
those are the two that I can recall offhand, sir.

SOURCE OF WHEAT INVOLVED IN WEST GERMAN FLOUR SALES T0O U.S.5.R.
COMMUNIST CHINA

The Cramryax. I noticed in one table that I saw the other day that,
I think, the No. 1 item which West Germany was selling to mainland
China was flour. Do you have any knowledge whether that was flour
which was made from American wheat which they purchased from us?
Do you know anything about that?

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 just suspect that that would be a blend
that would include some of our hard wheat and probably some of the
soft wheat.

I am handed here figures which say that, prior to this year, West
Germany did not export agricultural 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 imports of wheat from the United
States and her exports of flour to the Soviet Union.
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GERMAN EXPORT OF FLOUR TO CHINA

The Cuammax. Well, this particular item related to Communist
China. Do you have any information about that? I think I recall
reading some of these tables. I confess it is very difficult to keep them
all inmind. 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. I may have been mistaken. Do you know ¢

Mr. Vickery. In 1961-62, Germany exported about 1 million tons
of flour, and about 750,000 tons of this went to Communist China.

The Cramraan. 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 Cramyan. Was that export of flour by Germany to China in
accordance with her normal trade patterns with Red China?

Mr. Vickery. It wasunusual. It isthe first time.

The Cramaax. Is it likely that that export of flour was made from
American wheat ?

Mr. Vickery. Well, sir, during that year Germany imported about
400,000 tons of wheat from us, which is larger than she has imported
this year.

The Caamryan. Yes.

Mr. Vickery. I do not know that there is any direct connection.

GERMAN PURCHASES OF U.8, WHEAT AT WORLD PRICE

The CuamyAx. Is the price at which Germany purchases wheat

from us substantially below, or about the same as, the domestic price
which, I understand, is fairly heavily subsidized in Germany?

Secretary Freemax. She purchases from us at the world price, and
her own domestic price is :1]||nn.'~'[ twice that high, or it is twice that
high.

The Caamyan. So, in effect, she is doing business, with our wheat,
with other countries, and I assume making a profit on it: is that
correct ?

Secretary Freeman. That is correct.

The Caamaran. Is there any effective way you can think of that this
can be stopped, other than just refusing to sell Germany wheat?

Secretary Freesan. Well, we have to—the only way, really, would
be if there were some kind of an international commodity arrange-
ment that 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 1L0OSS ONE RESULT OF U.8. RESTRICTIONS

The Cuamyan. The point I am trying to get at is that this policy
of restricting selling advocated by some, leads, it seems to me, down
a blind alley. If we do not sell to Communist China or Red Russia,
or satellite countries, why, they get it from our allies. It is not very
easy for us to take the position that we won't sell to Germany, or to the
United Kingdom, or to France, isit?

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 continue to, and I think we are just defeating our own
self-interest in sitting back 'w(lll)lu)lll]\' and saying, “You go ahead
and fill the market and profit from it.

In the instance you -]wllx of now (wi'itm\ can take wheat, oet
it from us at the world price and then lamu-vtl to mill it and sell it at
a very handsome profit.

The Crammay. We have flour mills that can turn this wheat into
flour, don’t we?

Secretary Freemax. We surely do.

The Crammax. That gives employment ?

Secretary Freenan. Yes, sir.

The CHAIRMAN. Wouldn't it be more sensible for us, wherever there
is a market for flour, to supply the flour rather than the wheat to some
friendly country ?

Secretary Freeman. Yes, sir.

CONCLUDING REMARKS

The Cmamman. I think the time is late. Unless you can think
of something we have overlooked, we will close. You have been ex-
tremely helpful. It has been an excellent discussion. Do you have
anything you can think of that would enhance the value of this
record ?

Secretary Freeman. No. I would second—I think the closing state-
ment that was made by Governor Hodges when he appeared “before
the committee —Ih‘lt I think an overall IUI}I\ at the laws that have come
into being over a period of some time, in response to various circum-
stances such as |Iu~ Johnson Aect, and the Battle Act and others, seek-
ing to establish a consistent overall policy in light of modern cirecum-
stances, would be very, very useful.

I would further say that T think that there is no black and white,
there is no easy answer either as to a relationship with a given country
at, the time a decision had to be made or a commodity or technology or
machines or what it may be, but that the political and the economic,
and the whole question of international events at that time and place
have to be taken into consideration. But we need to apply to them, I
think, quite rationally and quite methodically, and T believe that we
should do a better job of this.

The principles of our own national self-interest are recognizing
that they seek to further communism around the world, and we must
not contribute to that end. But, by the same token, we ought not to
subject ourselves to weaken our own position, our own economic well-
being, hy merely being stubborn or responding emotionally and illogi-
eally to circumstances in which we can further our own national -
terests by being more realistic and more flexible.

INQUIRY AS TO PREPARATION OF LEGAL MEMORANDUMS

The Cuamaan. With regard to that point about the various laws
which affect this matter, has anyone in your legal division pre pared
a memorandum or study about these and made any recommendations
to you?

Secretary Freeman. No, sir.

The Cuamyan. Isthereanyone engaged in that now?
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Secretary Freeman. Not in the Department of Agriculture as such.
T am not sure whether Commerce or State are undertaking it.

The Caamaaxn. I just thought that if such a study had been made
or was in the process of being made, it might be very nseful to us.

You are not prepared, I take it, to make a recommendation as to
any changes in the law ¢

Secretary Freeman. No, sir.

The Cramyan. I think before we ever get to that stage we had
better understand just 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 nseful to the committee.

LEGAL ANALYSES PREPARED AT TIME OF SOVIET SALES

Secretary Freeman. I think it might be useful to the committee to
et for the record some of the legal analyses that were prepared 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

Battle Act and all the rest.
The Caamaray. Who hasthose? Iam told we do have those.

(The material follows:)
OPINION OF THE ATTORNEY GENERAL

DEPARTMENT OF JUSTICE,
October 9, 1963.
The Honorable the SECRETARY OF STATE.

My DEAsR Mg, SEcreTary : This is in response to Under Secretary Ball's letter
of September 23, 1963, requesting my opinion concerning the application of cer-
tain Federal statutes to sales of U.S. wheat and other agricultural products to
the Soviet Union and Eastern European bloe countries. I understand that 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. Tue JoHNSON Act

The Johnson Aect, 18 U.S.C. 955, prohibits certain financial transactions by
private persons in the United States involving foreign governments which are in
default in the payment of their obligations to the United States. The pro-
hibited transactions 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 statutory category.! The Under Secretary’s letter states that the
Soviet Union is a government in default for the purposes of the act.

118 U.8.C. 955, provides:

“Whoever, within the United States, purchases or sells the bonds, securities, or other
obligations of any foreign government or Folitlcal subdivision thereof or any organization
or association acting for or on behalf of a forelgn government or political subdivision
thereof, issued after April 13, 1934, or makes any loan to such foreign government, politieal
subdivision, organization or assoclation, except a renewal or adjustment of existing in-
debtedness, while such government, political subdivision, organization or association, is
in default in the payment of its obligations, or any part thereof to the United States, shall
be fined not more than $10,000 or imprisoned for not more than five years, or both.

“This section is applicable to individuals, partnerships, corporations, or agsociations
other than publie corporations created by or gumuant to special authorizations of Congress,
or corporations in which the United States has or exercises n controlling interest throngh
stock ownership or otherwise, While any foreign government is a member both of the
International Monetary Fund and of the International Bank for Reconstruction and Devel-
opment, this section shall not apply to the sale or urchase of bonds, securitles, or other
obligations of such government or any political subdivision thereof or of ang organization
or assoclation acting for or on behalf of such Favemment or political subdivision, or to
making of any loan to such government, political subdivision, organization, or assoclation.”
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It is, of course, apparent that if the proposed sales of agricultural produets to
the Soviet Union should be made entirely for eash, no question under the Johnson
Act would be presented. Moreover, since the act is expressly made inapplicable
to Federal corporations, it would not apply to sales that might be made by the
Commodity Credit Corporation. The latter is a corporation created by act
of Congress (62 Stat. 1070, as amended, 15 U.8.C. T14), empowered to procure
agricultural commodities for sale to foreign governments and to export or
cause such commodities to be exported (62 Stat. 1072, 15 U.8.C. Tl4¢). It
should also be noted that, as provided by section 11 of the Export-Import Bank
Act of 1945 (59 Stat. 529, as amended, 12 U.8.C. 635h), the Johnson Act does
not apply to persons acting for or participating with the Export-Import Bank
in any transaction engaged in by the Bank. The Bank itself, as a corporation
ereated by act of Congress (12 U.8.C. 635), is exempted from the operation of
the Johnson Act. Accordingly, the act would not interfere with export sales
in which the Bank participated by issuing a guarantee of payment of the
purchase price or otherwise. Nor would it apply to private insurance companies,
acting through the Foreign Credit Insurance Association, which might partici-
pate with the Bank in the issuance of such guarantees. The Under Secretary
informs me that such guarantees are a common feature of similar export trans-
actions with other foreign governments and their agencies.

There remains for consideration the propriety under the Johnson Act of pos-
sible sales by private American firms on a deferred-payment basis. It is my
opinion that such sales would not involve the making of “loans” within the
meaning of the act. This view is consistent with the position taken by this
Department under Attorney General Cummings (37 Op. Atty. Gen. 505 (1934) ),
and more recently in Assistant Attorney General Katzenbach’s letter of January
19, 1962, to the General Counsel of the Department of Agriculture. The term
“loan” in ordinary commercial usage denotes a contract by which one delivers a
sum of money to another, and the latter agrees to return at a future time a sum
equal to that borrowed, with or without interest. See e.g., In re Grand Union
Co., 219 Fed. 353 (C.A. 2, 1915) ; National Bank of Paulding v. Fidelity & Casualty
Co., 131 F. Supp. 121 (S.D. Ohio 1954). The right to defer payment for goods
sold is not a loan but credit. See, e.g., Dunn v. Midland Loan Finance Corp.,
206 Minn. 550, 280 N.W. 411 (1939); Bernhardt v. Atlantic Finance Co., 211
Mass. 183, 40 N.E, 2d 713 (1942) : Whitney, Modern Commercial Practices, section
12 (1958). And the payment of consideration by a third party for an assign-
ment of the buyer's obligation does not constitute a loan to either the buyer or
the seller, See 0il City Motor Co, v. C.1.7T, Corp., 76 . 2d 589 (C.A. 10, 1935) :
G.M.A.O. 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, neither sales transactions by American exporters on a deferred-
payment basis, nor payments made to such exporters by third parties in return
for an assignment of the right to payment in connection with such sales, are
“loans” to the purchaser of the exported goods in the ordinary sense of that term
in legal and commercial nsage.

Nor would the forms of credit transactions in which private exporters com-
monly engage in connection with export sales on credit, involving the assignment
or negotiation of contract rights or commercial paper, violate the Johnson Act's
prohibition against the purchase or sale of the “bonds, securities, or other obliga-
tions” of the governments to which the act refers. Since the right to receive
payment in connection with export sales is not normally received by the seller
in the form of bonds or securities, the issue presented by such transactions is
whether they would involve the purchase or sale of “other obligations” within
the meaning of the statute,

Although the assignment or negotiation of a contract right or commercial docu-
ment resulting from the sale of goods on credit can be broadly termed a “sale” of
the buyer’s “obligation,” it is not, in my opinion, proscribed by the Johnson Act.
The act is a criminal statute, and therefore must be construed strictly, “lest those
be brought within its reach who are not clearly included,” United States ew rel.
Marcus v. Hess, 8317 U.S. 537, 542 (1943) : United States v. Resnick, 209 U.8. 207
(1936) ; Kraus & Bros. v. United States, 327 U.8, 614, 621-622 (1946). For that
reason and the reasons indicated hereafter, it is my view that the act must be
interpreted, in accordance with the rule of ejusdem generis, to relate only to sales
of bonds and securities and “other obligations” of like nature, The distinction
here made is essentially that made in connection with both Federal and State
enactments in the field of securities regulation : between obligations which are
covered hecause they are, or are likely fo be, widely distributed among members
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of the public, and obligations which are not covered because they are issued il_l the
ordinary course of trade and normally move exclusively within the rul;ntu‘u]_\‘
restricted channels of banking and commercial eredit. 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
ral is bought by private investors”), and 1 Loss, “Securities Regulation™ |'_’_(.I
ed.) 566 et seq., 653 et seq. (exemption for short-term paper and for nonpublic
offerings) ; California Corporation Code section 25102(b) (¢) (exemptions for
“Bills of exchange, trade acceptances, promissory notes and any guarautee
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 interpretation of the Johnson Act is the necessary result of
application of the reasoning employed by Attorney General Cummings in constru-
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 part as
follows (id. at 512) : f

“The committee reports (S. Rept. 20 and H. Rept. 974, 73d Cong.) recite that
the bill was introduced following an investigation by the Senate Committee on
Finance and the revelation therein that ‘billions of dollars of securities * * *
offered for sale to the American people’ were overdue and unpaid ; that some of
these ‘foreign bonds and obligations * * * were sold by the American financiers
to make outrageously high profits’; and stated a purpose ‘to prevent a recurrence
of the practices which were shown by the investigation to be little less than a
fraud upon the American people * * * to curb the rapacity of those engaged in
the sale of foreign obligations. * * *'

“This. I think, is indicative of a purpose to deal with such ‘bonds’ and ‘se-
curities’ 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
publie 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 defaulting
countries.”

Direct recourse to the legislative history of the act confirms that both dis-
tinctions here made—that between loans and commercial credit and between
secnrities 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 defaulting nations as distinguished from
participation by them in the capital markets of the United States. Moreover,
the debates provide numerous indications of Congress familiarity with the dis-
tinetion between traffic in “bonds land] securities” and commercial dealings.
A parallel was drawn with the recently enacted securities acts in terms of the
need to protect unsophisticated investors (78 Congressional Record 6048, 6052).
Reference was also made to section 5 of the Reconstruction Finance Corporation
Aot (47 Stat. T (1932)), which expressly prohibited the making by the RFC of
“gdvances * * * upon foreign securities or foreign acceptances,” or drafts and
hills of exchange secured by goods in transit to Europe. See T8 Congressional
Record 6051. The contrast in the language of the two acts, together with the
context in which the Johnson Aect was passed, makes it clear that the Johmson
Act does not apply to the assignment or negotiation by an American seller, in
the ordinary course of business, of contract rights 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
against loans, This question need not be considered in detail here since you
inform me that any extensions of credit that may be involved will be within
the range of those commonly encountered in commercial sales of a comparable
character. Subjeect to that qualification, I conclude that none of the transactions
outlined in your letter would be prohibited by the Johnson Act.
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II. SECOTION 2(C) OF THE AGRICULTUBAL ACT OF 1961

Section 2 of the Agricultural Act of 1961 (75 Stat. 294; 7 U.S.C. (supp. 1V)
1282 note), declares it to be * * * * the policy of Congress to be—

* * * # * * *

“(e) expand foreign trade in agricultural commodities with friendly
nations, as defined in section 107 of Public Law 480, 83d Congress, as
amended (7 U.S.C. 1707), and in no manner either subsidize the export,
sell, or make available any subsidized agricultural commodity to any nations
other than such friendly nations and thus make full use of our agricultural
abundance * * *.”

The adoption of this declaration of policy followed the announcement by the
Department of Commerce in June 1961 of a change in existing export licensing
policy to permit the sale of subsidized surplus agricultural commodities to the
Eastern European Soviet bloe. The annonuncement indicated that consideration
would be given to approval of export licenses for shipments of such commodities,
including commodities acquired directly or indirectly from Commodity Credit
Corporation stocks, to the Soviet Union and other Hastern European countries,
provided the commodities were sold for convertible currencies (hearings before
the House Select Committee To Investigate and Study the Administration,
Operation, and Enforcement of the Export Control Act of 1949, and Related Acts
(87th Cong., 1st sess.), p. 109.

Section 107 of Public Law 480 (Agricultural Trade Development and Assist-
ance Act of 1954 (68 Stat. 457; 7T U.8.0. 1707), referred to in the declaration of
policy, defines the term “friendly nation” to mean “any country other than (1)
the U.8.8.R., or (2) any nation or area dominated or controlled by the foreign
government or foreign nation controlling the world Communist movement.”
Public Law 480 authorized, inter alia, export sales for soft currencies and for
long-term credits. See United States Code 1701, 1731. Sales of this character
are authorized only with respect to “friendly nations,” as defined in the act, but
no restriction is imposed on commercial sales for eash or short-term credits.

During consideration by the House of the bill which became the Agricultural
Act of 1961, Representative Latta, referring to the change of policy announced
by the Department of Commerece, proposed adding to the declaration of poliey
already contained in section 2(e¢) the langnage: “and in no manner either sub-
sidize the export, sell, or make available any subsidized agricultural commodity
to any nations other than such friendly nations.” He objected to selling sub-
sidized agricultural commodities to the Soviet bloc—even sales not involving any
element of assistance under Public Law 480—because sales at the world market
price would, in his view, give bloc countries the benefit of subsidies paid by the
Commodity Credit Corporation to American producers and exporters® He
urged that this was objectionable “in view of the world situation.” After some
debate as to the meaning and desirability of the amendment, it was adopted (107
Congressional Record 13746-13748). The conference committee accepted the
amendment (H. Rept. 839, 8Tth Cong., 1st sess., p. 28).

It is clear that the policy declaration contained in section 2(e¢) does not have
the legal effect of prohibiting commercial sales of subsidized agricultural com-
modities to bloe countries at world market prices for U.8. dollars, gold, or con-
vertible currencies. Declarations of policy in legislation, like preambles and
other introductory material, do not alter specific operative provisions of law,
Sinclair Refining Co. v. Atkingon, 370 U.8. 195, 202 (1962) ; Lauf v. BE. G. Shinner
& Co., 303 U.8. 328, 330 (1938) ; Price v. Forrest, 173 U.8, 410, 427 (1899) : Yazoo
R. Co. v. Thomas, 132 U.8. 174, 178 (1889) ; Sutherland, Statufory Construction
(3d ed.), section 4820, This rule is particularly relevant where, as here, the

2 Under sec. 407 of the Agricultural Act of 1949 (63 Stat. 105805, as amended; 7 U.8.C.
1427), the Commaodity Credit Corporation is anthorized to sell subsidized agricultural com-
modities owned or controlled by It for export at less than the domestic price. Representa-
tive Latta stated that under the Department of Commerce Frnpos&l “the American taxpayer
will now [be] picking up the difference between the world price and the domestic price.
* ¢ * The exporter would charge this difference to the taxpayer.” 107 Congressional
Record 13746-13748. In fact, as noted by Chalrman 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 already “picked up” not merely the difference
between the world price and the domestic price, but the entire amount of the domestie

rice. Export transactions can be said to Involve a “subsidy” only becanse the losses
ncurred in maintaining the domestic price support program are not deemed reallzed until
a sale occurs. The net result of export transactions, therefore, is to reduce the loss to the
taxpayer by the amount of the world market price (id. at 13747),
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deeclaration of policy was not contemporaneous with the enactment or amendment
of any of the basic pertinent statutes: the Export Control Act, the Agricultural
Act of 1949, and the Commodity Credit Corporation Charter Act.”

I have examined the history of the declaration with care and find no indica-
tion that 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 authorizations and prohibitions established by prior law.
Representative Latta, who sponsored the declaration, himself stated that its
purpose was to have the Department of Commerce know “what the sense of this
Congress is" with respect to the transactions in question (107 Congressional
Record 13746). And Representative Hoeven, one of its supporters, pointed out
that the amendment ‘“pertains only to the poliey section of this bill” (id. at
13747). At no point in the legislative consideration of the declaration was any
effort made to revise or to repeal the statutes that 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(¢)
is without legal effect but in determining its proper interpretation and applica-
tion as policy. Congress evidently contemplated that sitnations might there-
after arise in which the considerations of policy to which it was directing atten-
tion should not be decisive ; that it would be necessary for the Executive to con-
sider and appraise the poliey thus declared and to determine whether its applica-
tion would serve the national interest in particular situations. Both Congress
and the courts have traditionally sought to aveid restricting the executive un-
duly in matters affecting foreign relations because of the need for flexibility in
this area and the fact that the Constitution entrusts the external affairs of the
Nation primarily to the Executive. United States v. Curtiss-Wright Export
Corp., 299 U.S8. 304, 319-321 (1936) ; Chicago & 8. Air Lines v. Waterman 8.8.
Corp., 333 1.8, 103, 111-114 (1948). If, therefore, the executive branch should
determine that permitting the sales in question would serve the national interest
at this time, its action would not only be lawful but consistent with (he inten-
tion of Congress as to the manner in which section 2(¢) was to be interpreted
and applied.

ITI. THE BATTLE ACT

I agree with the Under Secretary that the Mutual Defense Assistance Control
Act of 1951 (65 Stat. 644, as amended ; 22 U.8.0. 1611 et seq.) (the Battle Act),
presents no legal obstacle to sales of agricultural commodities to Bastern Euro-
pean bloe countries. The Battle Aet was designed to supplement the Export
Control Act of 1949 (63 Stat. 7, as amended ; 50 U.S.C. App. 2022-2032), which
authorizes the President to “prohibit or curtail the exportation from the United
States * * * of any articles, materials, or supplies * * * except under such
rules and regulations as he shall preseribe.” Pursuant to the Export Control
Act, a comprehensive system of export licensing was set up to control the ship-
ment of commodities from the United States to foreign countries. See House
Report 318, 82d Congress, 1st session (1951). The Battle Act added to this sys-
tem of regulation a mechanism for inducing other countries to embargo the ship-
ment to the Soviet bloe of “arms, ammunition, and implements of war, atomie
energy materials, petroleum, transportation materials of strategic value, and
items of primary strategie significance used in [their] production.” See Senate
Report 698, 82d Congress, 1st session (1951). The act provides (sec. 103, 22
11.8.C. 1611(b) ) for the termination of all military, economie, or financial assist-
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 threatening the
security of the United States, including the Union of Soviet Socialist Republics
and all countries under its domination,” of any of the embargoed materials. The
act contains a further declaration of policy regarding the export, by countries
receiving assistance, of other commodities “which in the judgment of the Admin-

* Export Control Act of 1949 (63 Stat. 7, as amended, 50 U.S.C. App. 2021 et seq.) (au-
thorizing the President to regulate exports, including their finaneing, transportation, and
other servicing) ; Agricultural Aect of 1049, sec. 407, supra (CCC authorized to sell
agrienltural commodities for export at less than support prices) : Commodity Credit

oration Charter Act, sec. 5, supra (CCC empowered to procure agrienltural com-
modities for sale to forelgn governments, and to export such commodities, or cause them
to be exported, and to ald in the development of forelgn markets for these commodities).

30-642—64—pt. 1 12
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istrator should be controlled.” Section 201, 22 U,8.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.8.C. 1612b.

As indicated by the above summary of its provisions, the Battle 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 trade with the Soviet bloe by countries receiving aid or assist-
ance from the United States. Moreover, the transactions to which this opinion
relates would be purely commercial in nature from the standpoint of the pur-
chasing countries and would therefore not involve “economic or financial assist-
ance” within the meaning of the Battle Act. The Commodity Credit Corporation
assists exports of agricultural 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 Secretary's letter states, the only
“asgsistance” 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. SpArREMAN. I should like to say that it does not make any difference what
the United States is receiving [from the U.8.8.R.]. That is not a question. The
question relates to trade between Soviet countries and countries to which the
United States intends to extend help.

“Mr. Kexm. Exactly.

“Mr, SpargMAN, Either economic or military. It has nothing to do with trade
between the United States and Russia or any other country.

“Mr, Kem, I did not intend to imply anything else..”

Accordingly, it is clear that the aet has no application to the contemplated
transactions.

IV. Tue ExrorrT CoNTROL AcCT

The Under Secretary's letter properly states that in any event the export of
agricultural produets to the Soviet Union and to bloe 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 other Federal statutes relevant to the problems involved.
Accordingly, it is my opinion that the transactions described in your letter could
be accomplished in conformity with the laws of the United States.

Sincerely.
Ropert F. KENNEDY,
Attorney General.

Secretary Freemax. Well, the Attorney General went into this very
arefully, so there is considerable legal analysis of that kind.

The Cuaamman. 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 Freemax. 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 Agriculture of Aug. 29,
1963, regarding the applicabllity of the Cargo Preference Act to export sales on long-term
eredit negotinted by the Secretary of Agriculture with domestic exporters under title IV
of Public Law 480. While the nﬂ}nlon concludes that the Cargo Preference Act applied

because the purpose of the title long-term eredit program was in substantial part “to
assist” the foreign economy, it was stated that if the Purtment of Agriculture should
sell surplus agricultural commodities to a domestic exporter for export dpl.lrpoms under a
program designed to dispose of the goods on the best possible terms and conditions, “the
resulting export s a purely commercial transaction * * * and, hence, not subject to the
Cargo Preference Act even if the United States advances credit to the exporter and the
ultimate purchaser is a forelign government."
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WEDNESDAY, APRIL 8, 1964

UNITED STATES SENATE,
Coammrrree oN Forelen RELATIONS,
Washington, D.C.

The committee met, pursuant to recess, at 9:10 a.m., in room 4221,
New Senate Office Building, Senator J. W. Fulbright (chairman)
presiding.

Present : Senator Fulbright.

The Cuamyaxn. I always hesitate to start without some of my col-
leagues, but we are operating 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.

FUNCTIONS OF EXPORT-IMPORT BANK

The committee’s hearings on East-West trade continue this morning

with testimony from Mr. Harold Linder, the Chairman of the Boar

of the Export-Import Bank. The Bank has the sole function of aid-
ing and facilitating 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 guaranteeing credits for the purpose of financing
exports to Communist countries, unless the 1‘1'9:4110[11‘ 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-Soviet bloc trade relations.

The Export-Import Bank also represents our Government in the
Berne Union, a forum in which the industrialized 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 1t for our guidance. Then we could develop some of the points
by questions. I think that a more complete record would be had that
way inasmuch as many of 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 PRESI-
DENT; AND WARREN GLICK, ASSISTANT GENERAL COUNSEL

Mr. Linper. In my statement, I indicate that the Export-Import
Bank has authorized throughout its history 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 d]lpl(}\lllldlt—'h $500 million in inter-
est and $400 million in dividends to the Tres wsury of the United States.

Our eurrent operations for the calendar year just ended resulted in
a profit of about $180 million, of which $50 million was paid in divi-
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 total autlwlmttlmn, roughly 1 percent, has been repre-
sented by business with countries that are frequently described as being
members of the Soviet bloe. This includes gugu'\l avia, which we do
not consider is & member of the bloe. The eriteria we use in lending
I am sure you are familiar with, Mr. Chairman. But I make the point
again that we do not compete with private capital, and that our Board
is required by legislation to find reasonable promise of repayment of
the loans we malke,

AGRICULTURAL FINANCING FOR EASTERN EUROPE

In my statement, I describe this recent agricultural financing for
Eastern Europe, why we are doing it, and the conviction of the ad-
ministration 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 fair to say that if we wish to do business
we must meet the competition. We make our terms no more advan-
tageous to the buyers than the terms which are offered by other coun-
tries.

TERMS FOR COMMODITY LOANS

We did not deviate from our normal practice. For example, T de-
scribe a number of commodity loans that we have made in the past.
There were repeated loans to the Japanese for cotton. I point out
that it is impossible to obtain any substantial amount of participa-
tion by commercial banks in such loans even for a 1-year period,
without a guarantee from the Export-Import Bank.

The Cramaay. Even to Japan?

Mr, Linper. That is correct, sir. Therefore, as I say, I make the
point that these were normal commereial terms including a guarantee
from us, which is needed.

I state that we do not regard Yugoslavia as a part of the bloc, even
fhmlgh it is admittedly a Communist country. I point out tlmt the
President has made a determination that agricultural products are
appropriate for sale to the bloe, and all prmlur‘t& in general for sale
to Yugoslavia.
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BERNE UNION RULES ON CREDIT TERMS

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 pxtensions
of eredit. There are one or two exceptions.

The U.S.S.R. is negotiating with the United Kingdom for longer
term credits. but the United Kingdom is said to be asking an interest
rate which thus far 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 for East-West trade are exaggeerated.
Naturally, American manufacturers who see the possibility of selling
substantial amounts of capital goods are anxious that we finance it,
but, as I say, I think the general impression is that the prospects are
exaggerated.

The primary reason is that the Russians think in bilateral terms.
They want to balance their trade with each of their trading partners
rather than to engage in multilateral trade becaunse of a desire on their
part to be as nearly self-sufficient as possible. Also, they have only
Jimited gold reserves, so that if they do not balance their trade, they
will deplete their reserves.

[ conclude by saying that the Bank is willing to guarantee trade
in appropriate amounts with Eastern Europe on terms up to b years
where we find reasonable assurance of repayment when a policy de-
cision is made by the administration. That summarizes my statement.

(The prepared statement of Mr. Linder follows:)

SQrarteMexT oF Harorp F. LaypeEr, PRESIDENT AND CHAIRMAN OF THE BOARD OF
DigEcTORS OF THE Exprort-IMPORT BANK

Mr. Chairman and members of the committee, T appreciate the opportunity of
appearing before you to discuss the operations of the Export-Import Bank as they
relate to East-West trade. You have heard from the Secretary of State and
other Cabinet members and I understand the Secretary of the Treasury will
appear before you tomorrow. Basic policy decisions in this area are of course
governed by the Congress through legislation and by the President in consulta-
tion with his Cabinet and other advisers. The Bank’s role consists of advice on
the finaneial aspects of transactions approved by the U.S. Government and
financial assistance where appropriate.

While the chairman and a number of members of this committee are thor-
oughly familiar with our operations, 1 hope you will bear with me while I de-
seribe in eapsule form the extent of the Bank's activities, so that you may ap-
preciate fully how small a proportion of its resources have been used to facilitate
trade between the United States and the Communist bloe since World War I1.
As a matter of history, it may interest you that the original Export-Import Bank
came into existence in 1934 shortly after the United States recognized Soviet
Russin and its purpose at that time was to facilitate trade between the United
States and the Soviet Union. To date the Bank has not engaged in a single
transaction with that country.

Sinee the Bank was organized, through December 31 of this past year, it has
anthorized loans, guarantees, and insurance of almost $14 billion involving pub-
lic and private buyers in about 100 countries. Disbursements have aggregated
$9.6 billion. The difference between these two figures represents participations
by others, lapses, cancellations, and undisbursed commitments. Repayments of
principal on these $9.6 billion of disbursed loans through the same date 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.8, Treasury $475 million in interest on borrowed funds. It has also paid the
Treasury $356 million in dividends on the Bank's capital stock and has aceumu-
lated reserves against contingencies of $870 million.

In calendar 1963, the Bank had gross earnings of $180 million from interest
and fees. It paid interest of some $61 million on borrowed funds, most of which
went to the Treasury, paid a dividend of $30 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, gnarantees, 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 transactions 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.8.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 matters 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 just referred, the Bank
before making a commitment must satisfy itself that the obligor, whether
private or government, offers reasonable assurance of repayment. We must
determine that the proposed terms and other conditions of the eredit are in
accord with sound finaneial practice. In the case of guarantees to commercial
banks we must receive reasonable compensation for our guarantee and be as-
sured that 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 that the credit could not be placed privately on
satisfactory terms or if so placed that the commercial bank would not grant
the eredit without our guarantee,

In October 1963 President Kennedy announced that the United States was
prepared to sell agricultural commodities to the Soviet Union and other Eastern
European countries. The announcement indieated that such sales would be con-
cluded by private American dealers either for cash or on normal commercial
credit terms. Prior thereto, and shortly thereafter, the Bank was approached
by grain dealers as well as large commercial banks and asked whether it was
prepared to guarantee credits that might be needed to facilitate 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 that Western European countries with whom we compete were selling
to the bloe on credit terms and our Board therefore decided after careful con-
sideration that we would be prepared to extend similar facilities. I was con-
vinced that the Bank's assistance would be needed as a result 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 parts of the country,
and we confirmed that these transactions could not be arranged without a
guarantee from our Bank., After further consultation we settled on an appro-
priate rate of interest, namely 5 percent, and an equitable sharing thereof which
allowed the commercial banks to retain 43§ 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
Hungary 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 that it is in the national interest for the Bank to guaran-
tee sales of U.8. agricultural products to the U.8.8.R., Poland, Czechoslovakia,
Rumania, Bulgaria, and Hungary; and to guarantee sales of all U.S. products
and services to Yugoslavia. Since then the Bank has issued additional guaran-
tees to Hungary on sales of cotton, soyvhean meal, and dried milk, to the extent
of about $2.1 million, making a total of £20.8 million of guarantees on 228 mil-
lion of sales to that country, Details on these transactions are included in an
accompanying table,
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There are those who argue that it is all right for the United States to make
cash sales to the European Communist bloe, but take exception to participation
by a Government institution in facilitating such a transaction. In considering
this point I should like to refer to our experience in working out arrangements
for the export of U.S. cotton. For example, in each of the past 12 years Japan
has made large purchases of U.8, cotton, averaging $60 million per year, through
the facilities of the Export-Import Bank. For many years credits were extended
directly but in recent years the Bank has guaranteed credits provided for such
transactions by U.8. comimercial banks. When in July of last year arrangements
were made for the sale of cotton, it was agreed that the customary term of
l-year repayvment would obtain. Interest was fixed by Eximbank at 414 per-
cent per annum., We then approached 22 U.8, commercial banks designated by
the borrower and offered them the alternative of issuing the eredit without our
guarantee or making the credit with our all-risk guarantee, We would have
been delighted if the banks had been prepared to extend the entire eredit without
our guarantee and retain the full interest of 414 percent. In fact, however, only
5 major commercial banks were willing to advance $7.1 million without onr
guarantee and thus earn the full rate of interest, while 17 commerecial banks
which extended the credit for the balance of £52.9 million insisted upon the
gnarantee of Eximbank., This latter group of course received a lower rate of
interest, the difference being the compensation for our guarantee.

In another credit involving $125 million for the purchase of coal, timber, cot-
ton, and other basic commodities, the entire loan could be placed only with our
guarantee, It will interest you that two of the largest banks in the country,
even with our guarantee, were willing to take only 85 million each of that eredit
becanse their portfolios already contained very large amounts of the same bor-
rower's obligations. Please note that in both the cotton credit and the credit to
which I have just referred there was no downpayment, whereas in the agricnl-
tural transactions with European bloe countries in which we have participated,
25 percent has been required in cash.

I have gone into some detail in deseribing these transactions for the purpose
of correcting the misapprehension, often repeated in the press, that the Bank has
undertaken to make an exception to its normal procedures in order to facilitate
the sale of agricultural products to the Eastern European countries. Let me
point out that we have in nowise weakened our established procedures in offering
the Bank's guarantees on these sales. On the contrary, may I emphasize again
that on previous commodity transactions, no downpayments have been required,
whereas on sales to Eastern Europe our terms require a downpayment of 25
percent in cash.

Apart from the recent short-term guarantees on sales of U.S. agricultural prod-
ucts to Hungary, the Bank has engaged in three transactions with European Com-
munist countries since World War II. One was a loan of $40 million to Poland.
The two others were, first, a loan to Yugoslavia totaling $55 million, made in
1950, after the President had determined to assist that country in strengthening
its independence from Russian domination, and, second, a loan of $50 million
authorized in February 1961 as a result of a negotiation undertaken in the fall
of 1960 by the United States and other countries as well as the International
Monetary Fund. There is attached a table on current Eximbank financing and
euarantees to Yugoslavia and Poland, I might mention that our 1946 loan to
Poland has been reduced throngh repayments to some $17.8 million.

Sinee the committee is concerned with trade with the entire Communist bloe,
I should note that prior to Communist domination of mainland China the Bank
had loaned $200 million to that country. All but $28.6 million of this has been
repaid. The Republic of China (Taiwan) has resumed payments on & portion
of these loans from which it has benefited, amounting to $2.3 million. The balance
of $26.3 million on which no repayments of principal or interest are being re-
ceived is in a standby status. Prior fo the Castro takeover the Bank had three
outstanding loans to American-owned companies in Cuba. These loans aggre-
gate $36.2 million and are in default in respect of both principal and interest.

As Secretary Rusk pointed out, the trade of Eastern Europe both within the
bloe and with the West has increased dramatically in recent years. It is note-
worthy, however, that while there has been a quadrupling of total foreign trade
of Eastern European countries during the past 12 years, their trade with the free
world has increased at a slower rate; ie., two and a half times and their trade
within the bloe has increased at the higher rate of five and a half times, More-
over, the trading concepts of the bloe countries differ substantially from those of
the industrial West, not only in that all bloe trade is state controlled but also in
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that there is a strong tendency toward bilateralism. Under such arrangements
which in practice almost amount to barter trausactions, each bloc country
attempts to balanece its exports to and its imports from each trading partner in
the West. So long as this policy continues the opportunity for trade between the
United States and the bloc is likely to be limited for the obvious reason that we
want little of that which the bloc has to export. Accordingly, it is my opinion that
the possibilities of expanding trade with the Soviet bloc are substantially exag-
gerated by some members of the business community who believe the Soviet
market offers a large outlet for capital goods.

As to Western European experience in lending to Soviet bloe countries, the
information is fragmentary both as to the amount of the credits and as to terms.
During the past few years there appears to have been a rising flow of both short-
and medium-term credits (up to 5 years) to the Soviet and to the other Juropean
bloe countries.

Of the credits outstanding to the Soviet Union, the total at the present
is estimated at several hundred million dollars. This includes credits from
Western European countries and Japan, and these all appear to be medium- and
short-term export eredits. No long-term projects credits have been reported. In
the past few years there has undoubtedly been an increase in the average term of
these credits. A few years ago, the bulk was short but most is now of medium
term, extending 4 to 5 years. With respect to other Eastern European bloe coun-
tries, the total is perhaps about half of that to the Soviet Union.

In accordance with the practices of the members of the Berne Union (a co-
ordinating group of Western countries involved in medium-term export credit
insurance) supplier credits are extended to all countries for no more than 5
years and a downpayment usunally is required. In dealing with members of the
Berne Union, the Communist bloe countries are rarely able to obtain exceptions
from the 5-year limitation on exporter credits, although in line with general
practice, there have been guarantees of sales where the constraction or erection
period was not included in the 5-year repayment term.

So far as the Bank is aware, most Western European countries agree with
the U.S. advocacy of limiting credits to Communist bloe countries to a 5-year
period. The United Kingdom is evidently willing to finance longer term credits
to the Communist bloe, although to date none has been announced. British
long-term export credit facilities are set up in such a way that, with a guarantee
of the export credit guarantee department of the board of trade, British banks
and a pool formed by British insurance companies offer financing on terms up
to 12 or 15 years provided that the project costs at least 2 million pounds exclud-
ing local costs, and the foreign importer makes a downpayment of 20 percent.
Funds provided on terms up to 5 years cost 5% percent and those over 5 years,
616 percent. Presumably any future long-term export financing for purchases
by the U.S.8.R. would fall into this pattern. The press has indicated that the
United Kingdom is presently considering financing industrial plant equipment of
a8 much as $500 million for the U.S.8.R. on terms of up to 15 years. These
negotiations have been underway for several months and it is said that the
interest rate is a serious impediment,

In conclusion, the present position of the Bank in respect to trade with the
Communist world is (1) the Bank clearly would not finance trade between the
United States and Red China or Cuba; (2) the Bank is prepared to guarantee
the sale of agricultural products to the Eastern European bloc, except East
Germany, on terms competitive with those of other agrienltural exporting coun-
iries; (3) the Bank, consistent with U.S, foreign policy, does not regard Yugo-
slavia as part of the Soviet bloe and therefore is prepared to guarantee the sale of
limited amounts of capital goods as well as agricultural products to Yugoslavia ;
and (4) as to exports of U.S. nonagricultural products to Eastern blo¢ coun-
tries (other than, as I have said, Yugoslavia) the Bank would be prepared to
assist in their finanecing on terms up to 5 years (the usual limit on medium-term
credits) if this were in accord with U.8. Government policy.
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Guaranitees of agricultural commodity sales to Hungary as of Mar, 31, 196}

[Amounts in thousands of dollars]

Date | Maximum Maximum Amount Balance to
Commodity approved E Yitr:{xmk eontract outstanding | be shipped
Hability

| Nov. 30, 1063 1, 660
i o] B30

L S —
Nov. 27,1063
| Dee. 19,1963

g
10 e NIRRT, £ (i,
Soybean meal. ... ---| Feb, 19,1064
Do .| Feb, 24,1084
Drymiik. . . e os| Mar. 19,1004

y i | RSttt R |

1 Doas not add due to rounding.
GUARANTEES OF CREDIT EXTENDED BY EXIMBANK

The Caamryran. Thank you very much.

May I clarify one point?

The nature of your financing is to guarantee the credit extended by
private banks; is that correct ?

Mr. Lixper. In some instances. It has been true in respect of the
sales of agricultural products. Normally we endeavor to grant credits
up to 5 years entirely through 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 facilitating the export of the goods.

The Cramyan. Are you speaking of the Communist bloc when you
speak of these terms beyond 5 years on projects? You meant other
than the Communist bloe, didn’t you?

Mr. Linper. Outside the bloe, since we have not made project loans
to the bloc.

The Cramrman. In your general activities, aside from the Com-
munist bloe, you do both. You guarantee the credit extended through
a bank for a fee, or you guarantee the payment to the exporter directly
is that correct? Suppose General Electric exports a turbine. Do
you guarantee payment to them?

Mr. Lixper. If the terms on which the turbine is sold extend beyond
5 years, we have privity with the borrower, who is a foreign entity,
government or private, and General Electric or whoever the U.S.
supplier may be gets paid, and we have the note of the buyer. On
sales of shelf 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 maturities of the buyer’s notes. On the later
maturities we gnarantee the commercial bank against both political and
commercial risks and they finance the transaction under our guarantee.

There is a third method under which we insure through the FCIA,
the Foreign Credit Insurance Association, both medium- and short-
term sales.
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TERMS TO COMMUNIST BLOC COUNTRIES

The Cuarman. Now, I just wanted to contrast that 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. Linper. It has if you agree that Yugoslavia is not a Communist
bloc country.

The Cuamaan. Yes.

Mr. Linper. And we made a loan to Poland in 1946 before it became
a part of the Communist bloc.

The Cramyan. And it was handled through banks and you guar-
anteed the payment.

Mr. Linper. No. That loan was made by us.

The CaamryMAN. Made by you direct?

Mr. Linper. Yes; for a long term.

ATTITUDE OF BUSINESS COMMUNITY TOWARD FINANCING BLOC EXPORTS

The CramyanN. I have a few questions here for the record.

Could you state for the record what, in your opinion, is the attitude
of the business community generally, :lrti(:u]]ar]y bankers, as to
whether or not the Export-Import I§:1n£ should help finance these
exports to the Soviet bloc.

Do you have any feeling of a consensus among bankers about this?

Mr. Lixper. Well, I am certain that the bankers feel that 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 Cramuman. But if they do, should the Export-Import Bank
perform this?

Mr. Linper. I think they regard it as a sine qua non.

PROHIBITION ON PROMOTION OF EXPORTS TO BLOC

The Cuamyran. Do you know of any other country in the free world
where the government has a pollc.r prohibiting its export promotion
e

UI‘%zllliZ:l(inlls from facilitating sales to the Soviet bloc?
Mr, Lanper. No; I do not. On the contrary, I think they all
facilitate such sales.

The CramrymaN, This is the only case you know of

Mr. Lixper. Where there has been any reservation about it?

The CaARMAN. Yes.

Mr. Linper. That is correct, sir.

WEST EUROPEAN GUARANTEES ON EXPORTS TO THE BLOC

The CmamrmaN. Do you have any information on the extent to
which Government guarantees and credits are used in Western Europe
in financing exports to the Soviet bloc?

Mr. Lizper. I have, Mr. Chairman, but I would have to go off the
record on that.

The CaamrMAN. It isnot in your statement.
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Mr, Lixper. Noj it is not.

The Cpamyman. You would have to go off the record. Is it
classified ?

Mr. Linper. Yes.

(2 &) . .

I'he Cuamman. Perhaps you could furnish the committee on a
nonclassified basis what mformation you have as to that. I don’t
(uite see why that should be classified. What is the reason for that
being classified ?

Mr. Linper. I do not know, sir. I accept the classification which
the State Department or any other agency puts on it.

I'he Cramyan. State classified it?

Mr. Linper. That is correct.

The Caammax. I will have the staff confer with you about that
then.

Mr. Lixper. We will be glad to do that, sir.

(The following was subsequently received for the record:)

Western Huropean and Japanese credits to Communist bloe 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, particularly of capital equipment, to Communist blo¢ 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 bloe 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
wis not included in the 5-year repayment term.

As regards other Western European policies to the Communist blee, the only
country which is reported to differentiate between Communist bloe and other
countries is Germany, which does not extend export eredit for periods exceed-
ing 18 months on exports to Communist bloe eountries.

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 shorter than the repayment

periods for eapital equipment, usually 6 to 18 months rather than 3 to 5 years.
In connection with U.S.8.R. current purchases of Canadian wheat, it is re-
ported that the Soviets on shipments made so far have not used the credit
facilities made available to them.

QUESTION OF TRADE EXPANSION WITH COMMUNIST BLOC

The Cuamaan. You have already stated, I believe, your views
about whether or not a trade agreement with the Soviet bloe would
be useful from a commercial viewpoint. You think it has limited
usefulness. Did I understand you to say that ?

Mr. Laxoer. T think it would be useful to do more business with
the Soviet bloe, but T think there is a tendency to exaggerate the total
amount that might be “doable.”

The Cramryman. Up to a point, whatever the point is, you think
it is advisable and is beneficial to our economy fo engage in trade
with the bloc?

Mr. Linper. I wonld say so, sir, but the function of the bank is
to act on the basis of financial and economic judgments. However,
when international politieal questions are involved we accept State
Department guidance.

The Ciamaran. I understand.

Mr. Linper. We can advise on the financial aspects of the trans-
actions and decide what a prudent extension of credit or a guarantee
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is, but the decision as to what we should finally do lies with the Presi-
dent and his advisers.

The CuamaaN. You said you believe the trade potential has been
exaggerated. If the West and this country were willing to extend
Jonger term credits, say for 15 years like the British are considering,
there would be a considerable increase in trade, would there not?

Mr. Linper. 1 think it would be increased substantially.

The Cramraan. Whether or not it is in the Nation’s and the West's
interest to extend long-term credit is a question of the highest political
policy, isn’t it?

My, Lixzper. I think is is, sir.

The Cramrman. And that 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, Lixper. Yes, it does.

The Cramyax. It isn’t the Bank’s function to determine that ques-
tion, is it?

Mr. Lixper. That is right, sir.

BERNE UNION'S METHOD OF DETERMINING CREDIT TERMS

The Cmamyan. You mentioned that your Bank represents the
United States in the Berne Union.

Mr. Linper. Yes, sir.

The Cuamyan. Do I understand correctly that one of the pur-
poses of this organization is to prevent cutthroat competition in credit

terms?

Mr. Lixper. I wouldn’t put it precisely that way.

The Caamman. How would you put it?

Mr. Linper. 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 credit for more than 3 years
should not be extended on trucks or buses unless a huge order comes
in which involves a change-about in the transportation system of a
country. In such a case Berne Union members might agree that 5
years would be appropriate. But 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 m particular transactions. It is the same kind of thing that
commercial banks do when they exchange credit information on
common customers.

The Crarmramax. There is no enforcement power in the Union?

Mr. Lixper. There is none.

The Cramaax. You mentioned England as rumored to be consid-
ering extending long-term credits. If she did, would this be in viola-
tion of any rules of the Berne Union ?

Mr. Lixper. 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 involved,
the loan falls outside the scope of the Berne Union. If the British
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
malke the kind of project loans the United States has been able to make
for years through the Export-Import Bank. There were no such
facilities in England prior to the early 1960’s.

Although this pool may obtain Government guarantees through the
Export 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.8.R.

The Cuateman. Does the Union concern itself with the question of
long-term credit to the Soviet bloc?

Mr. Linper. It has not to my knowledge, sir.

The CramrMAN. It has not?

Mr. Linper. 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 CaamryMaN. It is?

Mr. Laixper. As far as all other members of the Berne Union are
concerned.

SUPPLEMENTAL STATEMENT ON THE BERNE UNION

Perhaps I could furnish a supplemental statement on the Berne
Union. . ;
(The following material was subsequently furnished for the

record :)

The Union d’Assureurs des Credits Internationaux (the Berne Union), orga-
nized in 1934, includes as members 23 public and private export credit insurance
institutions operating in 18 countries.

The Union is concerned with the rational use of credit insurance in the inter-
national field. To this end, members agree to provide the Union with details of
their transactions and methods of operation. By means of regular consultation
and exchange of information the Union is working toward a common under-
standing of credit insurance, its concepts and techniques, and is playing its part
in devising solutions to some of the more complex problems facing insurers
today.

Perhaps the most urgent question which engages the Union is that of the
terms of payment upon which goods are sold. No eredit insurer wishes to encour-
age abnormally long credit terms or competition in credit-giving among export-
ing countries. The Union “5G-year understanding,” means that members do not
insure supplier c¢redits involving repayment terms of over 5 years' postshipment
save in very special circumstances and as isolated exceptions, and then to report
such cases to other members. This understanding has been of coniderable value
in keeping the extension of credit within reasonable bounds. It has provided a
restraint on credit competition although obviously it is ineffective in cases
where governments direct their members to insure credits on longer terms.

BRITAIN'S PARALLEL TO EXIM-BANK

The Cuamyax. You just mentioned that England did not have
an institution exactly comparable to the Export-Import Bank?

Mr. Linper. Bank?

The Cramman. What do they have, a bureau of the Board of Trade
or something of that nature?

Mr. LiNper. It is a department of the Board of Trade which offers
facilities roughly comparable to those of the joint service provided
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by the Expon—][mpm't Bank and the Foreign Credit Insurance Asso-
ciation. The difference is that in the FCIA we have private insurance
companies as partners. The British 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 Cuammax. Aside from the question of creditworthiness, isn’t
one of the principal objectives of involving the Government in these
transactions to (Lter arbitrary action by the foreign governments
such as expropriation, currency devaluation, or discriminatory treat-
ment.?

Mr. Linper. I think there is a feeling on the part of an individual
exporter that 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 Cramymax. The fact is that the private firms believe it to be
true, don’t they?

Mr. Linper. They do and they also believe that only the government
is in a position to take certain political risks—those of war, expropria-
tion, civil disturbance, and inconvertibility.

They also feel that there is special knowledge in their government as
to the fiscal positions of various countries with which they want to do
business, which is not available to private businessmen. Therefore
if it is in the national interest for businessmen to export, they want

their government to insure them against risks which are not inherent
in domestic trade.

BANK GUARANTEES WITH REGARD TO BLOC AND JAPANESE TRADE

The Cramman. That is true especially in dealing with the Com-
munist bloe, is it not?

Mr. Linper. Yes, it is. Our banks make it perfectly clear that they
will not underwrite the risks with the Communist bloe. 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 illustration 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 rate we are charging the Japanese,” which was
a good rate at that time. It was 414 percent for 1-year money.

ey 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 appropriate share of that interest
as compensation for our guarantee.

I cited another instance in my 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, after consultation with
the commercial banks, that we wouldn't get any participation at all
from them without our guarantee.
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The Cramyax. Was that Japan, too?

Mr. Lixper. Yes, it was. But on the basis of a guarantee from Ex-

ort-Import Bank, we arranged the financing very quickly. The
Eauks 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 that there is no
reason why the banks shouldn’t have done this business themselves.
But they were not prepared to do it for a variety of reasons. One is
that there are no compensating balances.

The CrardMaN. No what?

Mr. Linper. Compensating balances.

The Cramsran. What do you mean by that ?

Mr. Linper. Well, banks, when they lend you money, usually lend
you $100 and say “now you keep $10 or $15 or $20 on deposit.”

The Cuamyan. I am familiar with the practice, but 1 wasn't
familiar with the term. You mean they draw out all the money when
it is loaned to them?

Mr. Lixper. Presumably all the money we lend goes out. Aad
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 didn’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 Cuarmryan, 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 Export-Import Bank
for a loan or a credit guarantee, who would the Bank officials look to
for guidance on administration policy toward this kind of transaction ?

Mr. Lizoer. We would look to the State Department primarily,
since H;re-anmah]y the Commerce Department would have already is-
sued the export license. That is the first step. A State Department
representative sits in on our Board meetings so we are not unfamiliar
with their point of view.

PROHIBITION AGAINST SALES TO COMMUNIST COUNTRIES

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 bloe,

The Cramyan. You are not presently in a position because of the
recent congressional action ?

Mr. Lixper. No, not at the H)I‘ESPIIL time, sir. There was an amend-

ment, as you will recall, to the Foreign Aid and Related Agencies
Appropriations Act of 1964 which specifically prohibited the Bank
from guaranteeing or lending in connection with sales to Communist
countries unless the President determined that such assistance is in the
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national interest. The President has made such a determination in
respect of agricultural products for the bloe, and any kind of product
for Yugoslavia.

The Cuamyan. Any kind of industrial produets for export to the
bloe cannot be financed by the Bank now ?

Mr. L |\|1| r. This is controlled, sir, by this legislation which was
enacted in January.

The Cramman. You are referring to the rider on the foreign aid
appl n;n iations bill?

{ Linper. Yes,sir. The rider provides the authority to the Bank
to issue guarantees or to finance only with a Presidential determi-
Ik timn.

The Cramaran. Isee. If the President determines that it is in the
national interest, he can waive the prohibition ?

Mpr. Lixper. Yes.

The Cramyay. If he makes such finding under that provision,
you would then be free to extend the credit guarantee. But you
would look for policy guidance to the State T)vp.utnwnt. you say !

Mr. Lixper. Well, sir

The CHAIRMAN. \flel the finding has been made by the President?

Mr. Lixper. Yes; in an informal manner. Let me say this, that we
have a representative of State at our Board meetings, who does not
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 N: itional Advisory Council, w hich as you

know is under the chairmanship of the Secretary of the Treasury
and also includes the Secretaries of State and Commerce, the Chair-
man of the Federal Reserve Board, and myself.

EXPORT-IMPORT BANK POLICY RELATED TO INCREASE IN TRADE WITH SOVIET
BLOC

The Caamrman. I think that is very good to have that in the
record. I believe you have already covered this point. If the Export-
Import 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 that
the estimates are exaggerated. Is that almut right ?

Mr, Lixoer. I think generally speaking it is exaggerated.

BACKGROUND OF LONG-TERM LOANS TO YUGOSLAVIA

The Cramyan. Did you explain the reason for the long terms to
Yugoslavia? I believe you said it is $50 million in credits for 16
years? What were the particulars?

Mr. Lixper. The reasons for it were these: In the fall of 1960, it
was agreed by the then administration, by certain friendly countries,
and by the International Monetary Fund that Yugoslavia needed
substantial financial assistance. While no formalized commitment
was made, there was an understanding reached, and just before 1
was sworn in as President of the Bank, that is in February of 1961,
the directors authorized a $50 million ecredit of which $39 million
has been disbursed. This is repayable in 16 years, including a period
of grace, so that none of the principal has been repaid yet.

30-642—64—pt. 1—13
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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 Cramyan. $59 million?

Mr. Linoer. That is correct, sir.

The Cramyan. They are current with repayments on those loans?

Mr. Linper. Yes, sir, they are all current.

The Cuamrmax. They have never defaulted ?

Mr. Laxper. As far as I know there has been no default,

DEFAULTS ON TRANSACTIONS WITH BLOC COUNTRIES

The Cramman. Have you had any defaults on any of your trans-
actions or guarantees with members of the Soviet bloc ¢

Mr. Lizper. No, we have not, sir. The Poles, for example, received
a $40 million loan in 1946 before they were members of the bloe. It
has been paid by the present government down to an outstanding
amount of only $17,800,000,

The CaAmRMAN. $17.8 million.

Mr. Linper. That is right. It has been reduced from $40 million
to $17.8 million.

The CaamaanN. And that in other words is current, too?

Mr. Linper. It is.

PURPOSE OF $30 MILLION AUTHORIZATION TO YUGOSLAVIA

The Cramraran. What was this $50 million to Yugoslavia for? Was
it a special project?

Mr. Lixper. 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
1s a balance of about $11 million which has not been disbursed.

SHORT-, MEDIUM-, AND LONG-TERM CREDIT

The CuamMan. 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 it correct that these categories are somewhat flexible, or is there an
acknowledged

Mr. Linper. There is a generally accepted standard.

The CaamkaaN. What is it for the record ?

Mr. Linper. For the record, short 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 aireraft for 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 that, where a large infrastructure
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, that is the 5 years being the period of grace
during which they are to construct the bridge. Obviously 20 years is
a comparatively short period of time in which to amortize debt on a
bridge—unless tolls are very high.

The Caamyman. Isit a toll bridge?

Mr. Lixper. Yes, sir; but our loan has a guarantee of the Govern-
ment of Portugal as well. )

The Cmamman. Why did you come into the project? Was this
built by an American firm?

Mr. Linoes. It was. It was built by Morrison-Knudson and United
States Steel. The total bridge if I recall correctly will cost somethin
like $75 or $80 million and our commitment was $55 million. A
that $55 million represented U.S. goods and services. The Portuguese
Government undertook to finance the local cost portion of the project.

The CramrmaN. This may not be a pertinent question but I am
curious as to why the International Bank didn’t finance it so long as
it had the Government guarantee which is customary for their opera-
tions?

Mr. Linper. We started negotiations before Portugal was a member,
and I am pleased we did. It seems to me, sir, that if the International
Bank had financed 1it, it is highly unlikeiy that this would have been
U.S. business.

GOVERNMENT GUARANTEES ON LOANS

The Caamman. Ithink it is good business. I was just curious about
how it happened that way. Was this before Portugal became a mem-
ber of the Bank? Isthat what you mean?

Mr. Lixper. Yes, sir. But we get government guarantees quite
frequently.

The Craamyan. Do you?

Mr. Linper. Oh, yes. Wedo. And weobviously get them in what
little trade we have had with the bloc.

The Cramyan. Of course this is a public facility. It is somewhat

different. You don’t normally get government guarantees on loans
for private industry in a country, do you?
_Mr. Lixper. Well, it depends on the creditworthiness of the par-
ticular company, on the equity junior to us, and on the anticipated
earning power. It depends also on how anxious the government is to
support the establishment of a new enterprise, even if it is private.
Then there are many joint private and public operations. We don’t
always insist on government guarantees, but we do insist where we
think it is necessary for our protection.

The Cuamryax. In the case of the Communist bloe, you are dealing
with a governmental body so that you automatically have a govern-
ment guarantee for whatever it is worth, don’t you?

Mr. Linper. We make our position a little safer than that.

The Caamrmax. How do you?

Mr. Lixoer. Well, in the first place we investigate carefully as to
whether the ministry that does the purchasing has the authority to
commit the government. For example, a ministry of interior may
make purchases which the finance ministry refuses to recognize or for
which there is no legislative authority. In that case we could be left
with a questionable obligation.
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In 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 that these banks have the right to undertake
these commitments., We have protected ourselves as fully as we can.

STATUS OF TRANSACTION WITH MAINLAND CHINA

The Crammmax. 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, arbitration, or some other procedure?

Mr. Lixper. No, sir; we have not. I should say for the record
though that 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. Tt is a large amount, sir, but it is small
in proportion to the size of the original loan. We loaned Nationalist
China some $200 million, and $28 million of that remained unpaid
when they left the mainland.

We have negotiated with——

The Cuamyax. I didn’t understand it. For the record you say
you made a loan to Communist China ?

Mr. Lixper. We loaned to China before it was Communist $200 mil-
lion.

The Cramyay. Before it became Communist ?

Mr. Lixper. 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, after some lengthy negotia-

tions, agreed that they benefited from that loan to the extent of about
$2.5 million and resumed service on that amount.

FAILURE OF CUBA TO RECOGNIZE PRE-CASTRO OBLIGATION

In the case of Cuba, the Castro government does not recognize the
obligation on the part of their telephone company or their public
utility 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 further credit.

QUESTION OF DEFAULTS ON LOANS

With the Eastern bloc we have had no problem whatever, and I
have not heard of a single default since 1917 on

The Caamaax. Or toany other country ?

Mr. Linper. 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 thing that 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 OPINION RESPECTING LOANS

The Cramyan. 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 lh|-d|ﬂmomu’

Mr. Linper. Well, we have diplomatic representatives there, sir.

The Crnamyan. Would it be only through diplomatic representa-
tives? There is no agreement about arbitration or submission to &
court?

Mr. Linper. I donot believe we have any such agreement.

Mr. Grick. We do not have.

Mr. Lanper. Mr. Glick is counsel for the Bank. T suspect that we
feel it is wiser from our point of view not to have arbitration agree-
ments, Under normal circumstances one may have recourse to the
courts in either one country or another.

The CraRMAN. You mean to their national courts?

Mr. Linoer. That is correct.

The Craamyan. The International Court has never been brought
into any of these activities.

Mr. Linper. We never have had the problem.

The Cuamryaax. And you never heard of any other country having
the problem ?

Mr. Lanper. Not to my knowledge, but I would submit, Mr. Chair-
man, that even if an Eastern Iulnt)p(' n country felt that it was justified
in breaking a contract or refusing to pay the full amount, that it would
think very “hard before it act ually refused to pay the full amount. The
credit standing of a government would be involvec 1—something that
Eastern European countries have regarded very seriously. I think
the risk is a good one, not for an unlimited amount, but within appro-
priate limits I am not concerned about the credit risks in dealing
with the Eastern European countries.

The Cuamamaxn. If a controversy arose that was something less than
simply refusing to pay, but a controversy as to the quality of the goods
as an example, how would that be resolved ?

Mr. Lizoer. Well sir, this is really something between the buyer
and the seller. We never insure acceptability oi'gomls

The Cramyan. Acceptability.

Mr. Linper. We issue & guarantee against a note or an obligation
of the buyer. Legally I believe if the buyer has a dispute he ought
to arbitrate or settle that deute with the seller. )

The Cramman. I see. You wouldn’t be involved in that?

Mr. Lixper. We don’t enter a transaction where we extend the
credit or where we guarantee a credit, unless it is against a simple
obligation on the part of the buyer.
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APPLICATIONS FOR BLOC LOANS REGARDING NONAGRICULTURAL ITEMS

The Cuamyax. Have you received any applications within recent
months for loans or eredit guarantees on sale of nonagricultural goods
to any Soviet bloc countries?

Mr. Laxper. We have had people approach us in respect to some
substantial industrial um'lnrraliings 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 Cramyan. Have you had any applications for Poland ?

Mr. Lixper. No. We have had strong indications from the Polish
commercial and diplomatic people here that they would be much
interested to buy on credit. Also we have had indications from the
Hungarians that they would be much interested to buy things other
than agricultural products. But they are thoroughly postm‘fnu our
legal situation and realize that unless and until there 1s an affirmative
decision taken by the administration, there is nothing we can do about
1t.

The Cramramax. Well, that would indicate that if there were no
legal or diplomatic inhibitions to this trade, there would be some
substantial trade in nonagricultural goods?

Mr. Laxper. I think there would be some, sir, but let me point out
that the Poles and the Yugoslavs have both used a substantial amount
of credit, and that we as a bank may put ceilings on the amount of our
exposure in a particular country.

LIMIT ON AMOUNT OF CREDIT EXTENDED ONE COUNTRY

Therefore, although 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 credit that we would extend.

The CramemaN. That 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 situation as to their balance of pay-
ments, for example.

Mr. Linper. That is correct.

The Cramaan. Their capacity to service the loan.

Mr. Linper. That is correct.

The CaamRMAN. All of that you take into consideration ?

Mr. Lixper. Correct, sir, and sometimes American manufacturers
might undertake to do the business without recourse on us, if the
business was sufficiently attractive. 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 by the United States.

The Cramyan. You are speaking now of non-Communist countries?

Mr, Lixper. That is correct, sir,
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PRIVATE EXPORT PRACTICES WITH COMMUNIST COUNTRIES

The Cramyax. But what about the Communist countries ?

Mr. Lixper. Thus far 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 Cramarax. And assuming the risk themselves?

Mr. Linper. That is correct.

The Caamrasax. But you wouldn’t?

Mr. Lixper. We are prohibited by law,

The Cramrsan. That is what I mean. There is nothing to prohibit
them from selling ?

Mr. Linper. That is correct, sir.

The Cramrymax. There is a considerable discussion in the press about
the Russians and others wishing to buy whole industrial plants. There
is nothing under the existing law to prohibit American manufacturers
from selling a complete plant if they wish to assume the risk, and they
get an export license; is that right?

Mr. Lanoer. Well, this is literally true, Mr. Chairman, 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.

he Caamyan, Yes. They would sell it for cash I presume?
Mr. Lainper. They would, with pleasure.

DIFFERENCES BETWEEN U.8. AND WESTERN EUROPFEAN CREDIT TERMS AND
GUARANTEE FEES

The Cuamrman. Is there any substantial difference between the
credit terms and guarantee fees that you extend and those that West-
ern European countries extend in trade with the Eastern bloc?

Mr. Lizper. I think we would be about the same, sir. Our money
market was somewhat lower than Canada’s market at the time this
wheat transaction was discussed last fall, and the rate that 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 that was purely a function of the two money markets. The prime
rate in the United States was fully 1 percent lower at that time. Act-
ually the Russians as yet have not used any credit.

The Craamyan. It has all been for cash?

Mr. Linper. All of the Russian transactions have been for cash
up to now,

The Caamyan. Up to now.

Mr. Linper. As you will recall, T am sure, Mr. Chairman, from
my statement before the Banking and Currency Committee—we felt
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that they would not do business with us if there was any appearance
of discrimination. The only country that has used any credit from
the Bank thus far is Hungary. We have guaranteed commercial bank
credits extended to them to the extent of about $20 million under
terms with which you are familiar.

SALE OF WHEAT TO SOVIET UNION

The Cramaax. 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. Laxper. 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 Cramyaxn. About 65 million bushels.

Mr. Linper. That is correct, to the Soviet Union.

The Cramaan. Do you think this is much less than it might be had
there not been so much controversy over whether or not we should
sell?

Mr. Laxper. I think, sir, that probably the principal deterrent was
the problems concerned with American shipping rather than the dis-
cussion which took place.

The Cuamaax. The shipping rates?

Mr. Lixper. That is correct, sir. I think that was the principal
impediment.

QUESTION OF COMPETITION OVER CREDIT TERMS TO SOVIET BLOC

The Cramyman. Do you think there is going to be much competi-
tion among the industrialized countries over credit terms offered to
the Soviet bloe?

Mr. Lixper. This is hard to say. Secretary Ball testified before
the Senate Banking and Currency Committee that efforts have heen
made by the U.S. Government to keep these credits within medium
terms. The terms over the past few years have tended to get longer.

Three or four years ago credits were extended by Western European
countries to the bloc frequently of 2 to 3 years and now most are 4
to 5 years.

The Crnammax. Would you care to express an opinion as to the
comparative risk between loans to the newly developing African
countries and the Soviet bloe?

Mr. Lixoer. T would be glad to, off the record.

LOANS IN LATIN AMERICA

The CuaamryMaN. Do you have any extensive loans in Latin America
at present?

Mr. Linper. We certainly do, sir.

The CaATRMAN. Are they all current ?

Mr. Linper. No; they are not. Bolivia has been in defanlt to the
Bank for a good many years; and we’ve made no recent loans to them.
Haiti is now in defanlt. Other than that, except for difficulties which
we believe with some doubt in our minds are transitory, they are
current.

Now my principal concern relates to Brazil. While we have col-
lected some money within the past 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 result in the kind of government which will
put Brazil's financial house in order. If this were done, Mr. Chair-
man, they could, I believe, meet their obligations.

It is not generally recognized that Brazil has a total external debt
of only about $3 billion.

The CramryaN. $3 billion?

Mr. Lixper. And that is not an overwhelming debt for a country
of that size, with its degree of industrialization and its manpower,
to be able to handle if they are determined to handle it.

The Cuamyan. And they are presently current with their obliga-
tions?

Mr. Lixper. 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 NATIONAL ADVISORY COUNCIL

The Cramyax. Is the National Advisory Council the agency which
would initiate a recommendation for a presidential finding that 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. Linper. I would think, sir, it is more likely that the President
has this under review with the Secretary of State 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. Thereafter
the President would, I presume, make his decision.

The Cizamraan. Then I understand as of the moment the National
Advisory Council has not made any recommendation to the President
with regard to facilitating exports to the Soviet bloc?

Mr. Linper. No; it has not and it did not take the initiative in
respect to the grain transaction.

The Caamyaxn. It did not?

Mr. Lixper. No. This was done quite informally. Of course the
members of the National Advisory Council were consulted in one way
or another,

EFFECT OF BLOC TRADE ON BALANCE OF PAYMENTS

The Cuamyax. Would you comment upon the effect upon our bal-
ance of payments of our trade with the Communist bloc !

Mr. Lixper. Well, I think, Mr. Chairman, anything that 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 nationals lend the money, there is a balanced transaction which
is neither a gain nor a loss to our balance of payments. But as the inter-
est and principal is received in payment, there is a plus effect on our
balance of payments. And so any export when paid for helps our
balance-of-payments position. With the shortest terms it helps imme-
diately with the longer ones somewhat later.
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We will be thinking about our balance of payments for long periods
in the future so that even when we make a 15-year loan, this hers our
future balance of payments.

As a matter of fact, I might mention in passing that the Eximbank
contribution to the balance of payments to the United States last year,
through interest received and principal repaid, was about $3801 million
on loans, some of which were made years ago and some of which were
quite recently. All of these were

The Cuamrarax. Is that a favorable balance?

Mr. Lanper. Yes.

The Cuamraan. That is more than you loaned out?

Mr. Lixper. We don't lend out in that sense, Mr. Chairman. We
pay an American manufacturer, reimburse him in dollars for the goods
and services that he is about to export.

The CaarManN. I see. So you accounted for an $801 million ad-
dition.

Mr. Lixper. That is correct.

The Caamyax. To our figures.

Mr. Lanper. As a result of exports which we had financed earlier.
We did have some repayments and we were able to sell during the past
year some of our loans, our dollar loans in Europe, without recourse
so as to anticipate payment.

AMOUNT OUTSTANDING IN LOANS

The Cramyan. How much do you have outstanding now in loans?

Mr. Lixper. Outstanding? Well, let me put it this way if I may,
sir., We have total commitments of about $6 billion. These include
guarantees and insurance of $1 billion—I am using rounded figures—
and $5 billion of loans and undisbursed commitments,

The undisbursed portion of loans amounts to about $1.5 billion. If
you looked at our balance sheet you would find that our loans receiv-
able are about $3.5 billion.

We are committed to extend additional credit on those loans to the
extent of $1.5 billion, and we have guarantees and insurance outstand-
ing over and above this to the extent of about $1 billion.

LOANS IN DEFAULT

The Cuammmax. How does your rate of loss compare to the large
commercial banks? Do you have any comparative figures ?

Mr. Lixper. There is no way of making such a comparison really.

The Cramyrax. There isn't !

Mr. Laxper. I could give you the figures, sir, but they wouldn’t be
very meaningful, because at any one time what we are doing is under-
writing large political and eredit risks. If you assume our portfolio to
be, as 1 regard it, worth 100 eents on the dollar except for loans that
are in default, yon would find that our ratio of loss 1s far lower than
that of commerecial banks.

On the other hand, when Cuba defaults because of a revolution
there is little we can do. If Brazil should default and not only default
but insist that it had no intention of meeting the obligation this would
change our loss ratio very rapidly. To date we have written off very
few loans. T would like to go off the record here if I may.
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The Craamyax. You can’t go off the record. The press is sitting
behind you.

Mr. Lixper. We have written off very few loans, only those where
there are commercial defaults.

UNPAID LOAN MADE TO MAINLAND CHINA

The Crammax. Take the case of China, just for the record. I don’t
know that this is significant. You have outstanding $28 million un-
paid.

Mr, Linper. Yes.

The Cuamman. If by some miraculous change in our relations we
resumed diplomatic relations with them, you would regard that loan
as still current and would attempt to collect it, would you not ?

Mr. Lixper. We certainly would.

The CaamrMAN, Yes.

LOANS IN DEFAULT

Mr. Lixper. Our balance sheet does indicate the precise position,
sir. You will find that there is a note to our balance Slwt‘.t which indi-
cates that 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 after payment of interest and
expenses.

Now if we were to write that $100 million off, you would still find

that our retained reserves after payment of interest on the money we
have borrowed and dividends to the Treasury would at the end of this
fiscal year probably be in the neighborhood of $800 million.

SUMMARY OF BANK'S EXPERIENCE AND RESPONSIBILITIES

The Cuamyan. Of course, you realize and so do I that these par-
ticular questions are not directly the concern of this committee, but
I was asking you those largely as background for our information
about the Export-Import Bank.

To sum this up, as we will have to adjourn in a moment, insofar
as trade between the United States and the Communist bloc is con-
cerned, the Export-Import Bank’s experience has been good, and your
knowledge of other similar institutions has been good. There have
been no defaults that you know of, and if certain governmental
decisions are made, which are not your responsibility, the Export-
Import Bank will be in a position to play a very important part in
such trade.

If the decision is made to enlarge trade, you are in a position to
participate in it, are you not ;

Mr. Linper. I agree, sir.

The Cuamymax. There are no impositions as far as the Export-
Import Bank is concerned except those that arise from the law and
di\)lonmt.ic or political decisions?

Mr. Linper. And except for limitations imposed by our judgment
on the amount of credit wlllic.ll it would be appropriate for us to extend.

The Cuammax. Yes. It depends on each country’s situation.
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Mr. Lainper. Yes.
The Caamryman, Just like in any other case.
Mpr. Linper. That is correct.

BANK'S POSITION WITH REGARD TO TRADE POLICIES

The CuaamyaN. Do you have anything else you would like to vol-
unteer to this committee on the -;Hh_]t'(i 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. Lixper. Mr. Chairman, it would not be appropriate for me
as Chairman of the Bank, which functions within the limits of our
own act and consonant with administration policy, to make recommen-
dations on trade policy. My personal feeling is that the United States
would be benefited by trade with the Soviet bloe within specified limits
and to the extent that it is prudent financially for us to underwrite
such trade.

The Cramyan. Thank you very much, Mr. Linder. I appreciate
your coming and giving us this time,

I d])ﬂ]l’!ﬂ'lll' for the early hour and the inconvenience it caused you,
but it wasn’t my choosing to do this. I had to doit.

Mr. Linper. I apologize, Mr. Chairman, for having been late.

The Cuamaan. You needn’t apologize. I was fully aware of the
conditions that caused it.

Mr. Linper. Tappreciate it greatly.

The CwmamamanN, Thank you very much. The committee is ad-

journed.
(Whereupon, at 10:05 a.m., the committee adjourned, to reconvene
at 9 a.m. Thursday, April 9,1964.)
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UNITED STATES SENATE,
Coaarrrree oN ForeieN RELATIONS,
Washington, D.C.
The committee met, pursuant to recess, at 9:05 a.m., in room 4221,
New Senate Office Building, Senator J. W. Fulbright (chairman)
presiding.
Present : Senators Fulbright and Symington.

OPENING STATEMENT BY THE CHAIRMAN

The Cramyman. 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 that 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 that you were willing to come here and discuss
the responsibilities of the Treasury Department in administering sev-
oral statutes which have considerable bearing on East-West trade,
and also to have the benefit of any other observations that you care

to make.

STATEMENT OF HON. DOUGLAS DILLON, SECRETARY OF THE
TREASURY

Secretary Ditron. Iam glad to, Mr. Chairman.
My statement describes the role of the Treasury Department and
there is attached to it a technical analysis. Since the details of what

we do are quite complicated, 1 would like to submit the technical
analysis for the record.

REGULATIONS ADMIXNISTERED BY TREASURY

The CrairyaN. Yes, indeed ; it will be received.

Secretary Druron. 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 under the authority of section 5(b) of the Trad-

ing With the Enemy Act.
201
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The first two sets of regulations affect East-West trade by prohibit-
ing, except pursuant to license, all commercial and financial transac-
tions wirll'. 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 strategic com-
modities located outside the United States if the intention is ultimate
delivery to the European Soviet bloc or North Vietnam.

FOREIGN ASSETS CONTROL REGULATIONS

The Foreign Assets Control Regulations were issued on December
17, 1950, to implement the U.S. policy of a total 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 permitting any export
directly to those areas which are licensed by the Department of
Commerce.

As a practical matter, under both Treasury and Commerce Depart-
ment regulations only 1pnblit'ations 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. Beecause of transshipment 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 Regulations also extend to American-
controlled firms abroad. It is not the Treasury Department’s policy
to license exports by such firms to Communist China or North 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.

CUBAN ASSETS CONTROL REGULATIONS

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 that have been au-
thorized by the Commerce Department 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
trade 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 EDAC) as a part of the U.S.
efforts in the internationally agreed control of strategic 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 bloe 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 strategic commodities
located outside the United States for ultimate delivery to the Euro-
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 referred to EDAC for advice, which is invariably followed by the
Treasury.

REGULATIONS APPLIED TO PATENT AND TECHNICAL DATA

In 1954, at EDAC’s request, the Treasury interpreted its Foreign
Assets Control Regulations and Transaction Control Regulations to
apply fo 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 ship anything on the
internationally agreed strategic lists to the European Soviet bloc or
North Vietnam in the absence of a Treasury license. This control was
transferred to the Department of Commerce very recently, on April 1,
1964.

ADMINISTRATION OF CONTROLS OVER FOREIGN ASSETS AND FINANCIAL
TRANSACTIONS

To sum up, Mr. Chairman, the Treasury has been given the au-
thority 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-
tant effect on the international financial position and policies of the
United States,

However, in the administration of these regulations the Treas-
ury acts essentially in an operating role rather than in a policymaking
role. Determinations with respect to types and amounts of goods
which are strategic and the U.S. position m international consultations
on the administration 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 cal-
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.

VIEWE ON BROAD ECONOMIC IMPLICATIONS OF EAST-WEST TRADE

Aside from the Treasury’s responsibility 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. T favored such trade during my 4 years
in the State Department, and I continue to favor it today.

It is my opinion that the balance-of-payments benefits to the United
States of the recent wheat sales to the Soviet Union were fully as
important, probably more so, to the United States as any benefit
that 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 credit 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.

TREASURY DEPARTMENT STATEMENT ON EAST-WEST TRADE

(The Treasury Department analysis follows:)

THE ROLE oF THE TREASURY DEPARTMENT IN EasT-WEsT TRADE

The Treasury Department presently administers three sets of regulations
which have a bearing on East-West trade. These are (1) The Foreign Assets
Control Regulations, 31 CFR, part 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.8.C. App. 5(b)), and Executive Order
9193. Section 5(b) of the Trading With the Enemy Aect in effect authorizes 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 jurisdiction of the United States with foreign countries or the
nationals of such countries or with respect to any property subject to the juris-
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 that Yugoslavia is not treated under any of the above regnla-
tions as part of the Sino-Soviet bloe. 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 fotal embargo on all finanecial and commereial 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 jurisdiction 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. 500.53¢
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of the regulations) which authorizes all transactions incident to any export
directly from the United States to Communist China or North Korea provided
that the export has been licensed by the Commerce Department. It is our under-
standing that the Commerce Department licenses only publications, the personal
effeets of departing travelers, and dead bodies to be exported to those destinations.

. Imports into the United States

Section 500.204 of the regulations prohibits all unlicensed imports into the
United States of all Communist Chinese and North Korean merchandise. Iroc-
essed forms of such merchandise, as distinet from manufactured forms, are also
subject to this prohibition, no matter in what eountry the processing takes place.
The import prohibition of the regulations extends to goods regarded as presump-
tively Chinese, i.e., goods of traditional Chinese type and goods which had
principally been imported into the United States from mainland China before
the effective date of the regulations, no matter in what country they may be
located. It also extends to certain other commodities which have been located in
Soviet-bloe countries (and 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 presentation of satisfactory evidence that
there has been no Communist Chinese or North Korean interest in the goods
since December 17, 1950,

Insofar as trade with the European Soviet bloc is concerned, this prohibition
of the regulations has principally affected textiles, certain metals and minerals,
and animal hair. Some of these commodities have been susceptible to licensing,
e.z., cashmere and camel hair, on the basis of physical identification; others,
such as antimony, tin, and tungsten, have not.

It should be noted that not only are unlicensed imports into the United
States of the above-mentioned types of commodities prohibited, but also all 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, eg., 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 Treasary
Department’s general policy to license such exports. In two instances licenses
have been issued for foreign policy reasons, but in neither instance was the
license utilized. These cases involved woodpulp and secondhand diesel loco-
motives, neither of which is regarded by COCOM as strategic.

The prohibitions on importations of (and other dealings in) Communist
Chinese and North Korean merchandise and the other types of merchandise de-
seribed in C above are applicable to foreign firms which are controlled by Ameri-
cans.

(2) OUBAN ASSETS CONTROL REGULATIONS

The Cuban Assets Control Regulations, issued on July 8, 1963, replace the
previously existing Cuban Import 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 see. 620(a), Public Law 87-
195.) The Import Regulations, issned February 7, 1962, prohibited imports into
the United States of all goods of Cuban origin and, as amended on March 23,
1962, also prohibited imports of goods (e.g., cigars) made in third countries with
Cuban components.,

Essentially, the Cuban Assets Control Regnlations are parallel to the Foreign
Assets Control Regulations in that they prohibit all unlicensed financial and
commercial transactions by Americans with Cuba or nationals thereof. Exports
to Cuba thus are limited to those authorized by the Commerce Department. It
iz our understanding that, in addition to publieations, the Commerce Department
licenses medicines and certain nonsubsidized foods to be exported to that desti-
nation. With respect to imports, the Cuban Assets Control Regulations differ
from the Foreign Assets Control Regulations in that there is no list of pre-
snmptively Cuban goods as there is in the ease of China, This is because the
nature of onr past trade with Cuba was such that imports of goods of Cuban ori-
zin could be controlled without a list of this type. Further, there is no manu-
facturing-processing distinetion in the Cuban Assets Control Regulations. The

30-642—64—pt. 1—14
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import prohibitions here extend to all eommodities containing Cuban com-
ponents,

The Cuban regulations contain a general license (sec. 515.541) under which
American subsidiaries abroad (other than banks) are authorized to sell non-
U.8. origin goods to Cuba and to buy (or otherwise deal in) goods from Cuba.
This general license was issued at the State Department’s request for foreign
policy reasons and on the understanding that American subsidiaries abroad were
on a voluntary basis abstaining from trade with Cuba. (To the best of our
knowledge only nonobjectionable shipments of foods and medicines have taken
place.) The export of strategic goods to Cuba is not excepted from the privileges
of the general license becanse the State Department felt to do so might jeopard-
ize the informal cooperation we were receiving from our allies in controlling
shipments of strategic goods to Cuba. (For the same reason, sales to Cuoba are
not affected by the below-deseribed Transaction Control Regulations.)

(8) TRANSACTION CONTROL REGULATIONS
A. General
The Transaction Control Regulations were issued on June 29, 1953, at the re-
quest of the Economic Defense Advisory Committee (EDAC) as a part of the
U.8. efforts in the internationally agreed control of strategic commodities, These
regulations are in addition to the controls exercised by the Commerce Depart-
ment over direct exports from the United States to the Soviet bloe. They pro-
hibit, unless licensed, any person within the United States from purchasing or
selling or arranging the purchase or sale of strategic commodities located out-
side the United States for ultimate delivery to the European Soviet bloe or North
Vietnam, The prohibitions apply not only to domesti¢ American corporations
but also to their foreign subsidiaries and to other foreign firms owned or con-
trolled by persons normally resident in the United States. The regulations were
intended to fill a gap in U.8, controls under which traders in the United States,
without violating any U.S. regulation, could arrange transactions whereby stra-
tegic goods would reach the European Soviet bloe and North Vietnam either in
contravention of other countries’ security controls, through loopholes in the exist-
ing control system, or via countries without adequate controls,

B. Coverage

The coverage of the Transaction Control Regulations is restricted to those com-
modities which are internationally agreed to be strategic (the COCOM list) and
as far as U.8, strategic lists are concerned, these commodities may be identified
as:

(a) those which appear on Commerce Department’s PPositive List of Controlled
Commodities and which are identified on that list by the symbol A in the col-
umn headed “Commodity lists” (15 CFR 399) ; (d) those commodities which
appear on the Munitions list issued by the State Department's Munition’s List
Board (22 CFR, pt. 121-128) ; and (¢) those commodities which appear on the
Atomic Energy Commission’s list (10 CFR, pt. 30, 40, 50, and 70).

On the recommendation of the House Select Committee on Export Control
(the Kitchin committee) in 1962, we conducted a survey to ascertain whether
shipments by American subsidiaries abroad to the Soviet bloe of strategic com-
modities under U.8. unilateral control, but not under COCOM embargo and thus
not subject to the tramsaction control regulations, were significant enough to
miake extension of the Treasury Department regulations appear desirable, Of
the over 1,000 replies we received it was determined that only 9 of these firms
engaged in such trade. The total of this trade in 1961 and 1962 was about £13
million, of which $12 million was in the form of grain-oriented silicon steel
sheets used in electrice transformers. In view of this substantial evidence that
trade by American subsidiaries abroad with the Soviet bloe in noncontrolled,
strategic commodities was insignificant, the transaction control regulations were
not extended to include such commodities.

C. Statistics

For the period from January 1, 1963, through March 31, 1964, 45 applications
for licenses under the transaction control regulations were filed, of which 41
were approved in whole or in part. The principal types of commodities involved
were communication and navigation equipment, electronic equipment, and com-
puters.
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D. Licensing procedure

The substance of the application is forwarded to EDAC working group I for
fdvice. 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—

(a) Clarifying any questions the committee may have as to the precise
impact of Treasury Department controls on the proposed transaction;

(b) Providing available information as to the applicant, other ]mnies to
the transaction, ete. ;

(¢) Obtaining from the applicant any further data the committee may
desire;

(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) PATENT AND TECHNICAL DATA CONTROLS

In 1955, the Commerce Department relinquished much of its control in the
area of technical data and the produects 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 bloe of strategic goods produced
by foreign firms under license from American firms. We also felt it necessary
to interpret 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 that 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 juris-
dietion in this 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 techniecal data after April
1, 1964, under preexisting licensing agreements, the Commerce Department will,
in most instances, acquire jurisdiction. As a result, with some minor transi-
tional problems, the Treasury Department’s role in this area after April 1, 1964,
will be minimal.

One of the major differences that result from this transfer is that under
Treasury Department administration of these controls, no produets 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 list are covered. While this is
technically a relaxation (and has been so described in some news reports), it
should be noted that in fact the only products that will be allowed to be sent
to these destinations under Commerce Department regulations are those which
are not considered to contribute to their military or economie 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 Department's never were (in order to be consistent with the gen-
eral license issued to American-controlled subsidiaries as deseribed in (2) above).
In other respects, the Commerce Department restrictions are basically the same
as those the Treasury Department had been applying.

WHEAT SALE BENEFIT TO THE UNITED STATES

The Caamyan. Thank you, Mr. Secretary.
I must say that these regulations are rather complex.
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I would think 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 T understand you correctly, you said the sale was certainly as
beneficial, if not more so, to us than it was to the Russians?

Secretary Diurox. I actually think it was more so to us. Our bal-
ance of p.i\monh will benefit from the Soviet deal by about $125 mil-
lion when it is completed. That is a very real benefit. About two-
thirds of it has already been paid—all been paid in cash—and so that
has been of help to us.

SOVIET GOLD SALES

The Cramyax. I noticed this morning’s paper carried a small item
that the Soviets had sold, I think it was, 14 or 15 tons of gold in Paris
yesterday.

Secretary DiuroN. They have been selling recently through the Lon-
don market—where all the gold that they sell eventually froo%—qultp
actively in recent times. By that T mean, since March. They have
probably sold $250 million, at least, in that period.

The Cramyan. Since March?

Secretary Divron. Since early March ; yes.

The Caamraranx. Well, that is overall, "but whether it comes directly
tous or not, these sales are beneficial to the West.

Seeretary Dinron. It is very beneficial and, of course, last year the
general gold situation was helped by the fact that the Soviets, instead
of \(-llmo‘ a usual $225 or $250 million, have sold about $500 million
in the world markets, most I_\ in London, and

The Caamraanx. How much?

SALES INCREASED WESTERN GOLD RESERVES

Secretary Dinron. About $500 million, and largely—about twi(’e.
their normal sales—and largely, as a result of that, according to ¢
report by the International Monetary Fund which was just 1‘-‘-110(1
the gold reserves of the free world increased last year by $860 million.
This is the Iz argest increase since the war in any one year. It was not
only due to the Soviet sales but also to the fact that there was greater
confidence in currency so there was less private buying and also some-
what greater gold production from South Africa 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, that 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 Cramyan. The smallest ?

Secretary Divrox. Yes.

And so far this year, we have gone through a whole quarter and
lost only $55 million, w hich is very good.

The Cuamyax. That is a great improvement over any year in the
last b years, isn’t it ?

Secretary DiLrox. Yes.
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The Cramaan. So this addition to the reserves of the West con-
tributes a great deal to the liquidity of our whole international
payments situation, both for us and our allies, doesn’t it!

Secretary Diuron. That iscorrect. It does help.

EXPORT-IMPORT BANK'S GUARANTEE OF CREDITS

The Cramax. Yesterday, we had the Chairman of the Board of
the Export-Import Bank. Do you feel that 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 think it is to our interest to have the Export-Import Bank
perform this funection ?

Secretary Dirrox. I think to the extent that other countries are
going to trade in this way in nonstrategic items, I see no reason why
our business people should be denied that market and that oppor-
tunity. It would be helpful to our balance of payments and, there-
fore, I personally think that this is in our interest. Under the law,
as presently written, the President has to make a specific finding
before the Export-Import Bank can do this and he has so found for
the export of agricultural products. But he has not been asked to so
find for other exports because there don’t seem to be any such trans-
actions that have come up.

I would think that if there were any substantial transactions in-
volving normal nonstrategic items that required 3- or 4-year credit,
that it would be to our advantage to give that credit.

DETERMINATION OF STRATEGIC ITEMS LIST

The Cramyan. If T understand it correctly, the Treasury plays
no part in determining what is a strategic item  is that correct !

Secretary DiLLox. No, we leave that to the experts.

The Cuamraran. Who are the experts?

Secretary DiLrox. The State Department enters into this, but the
primary experts are in the Defense Department, the Commerce De-
partment, and also to some extent the Central Intelligence Agency.

The Cramyan. This is a very difficult question, this question of
whether we will permit sale of, say, a plant that makes nylon. Such
a plant is important for ordinary commercial usage but is possibly of
some strategic significance because it can be used to make parachutes
and other items of military equipment.

This troubles the Commerce Department a great deal, doesn’t it?

Secretary Dinrox. Well, the proﬁ)]mn from the Commerce Depart-
ment’s point of view is that things of this nature are not included in
the list of strategic items which has been agreed by negotiation, but
the list is more strictly limited to possible direct military applications.

In addition to that the United States, on its 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 that would help their military potential. So there is
a difference there. '

We had felt that as far as the major economic items, that this was
useful. But the problem comes in deciding whether we really have
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control over a particular invention or a particular 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 Union. If that is the case, our refusing to sell merely
means that the Soviets would buy from the other European countries,
and so I think that is what gives the real trouble to the Department
of Commerce. It is the difficulty of making a decision whether our
rocess which may be slightly different from the European process
18 enough better to warrant denying it to the Soviet Union and deny-
ing the sale to our American manufacturer. That is a close decision
which the Department of Commerce has to make in conjunction with
advice from the Defense Department and Central Intelligence Agency
and the State Department, and I think that does give them trouble.
But it is a complex area.

ENFORCEMENT OF CONTROLS OVER AMERICAN SUBSIDIARIES

The Crammax. You stated, I believe, that a foreign subsidiary of
an American company is prohibited from selling even though the faws
or policies of the country in which it operates allow it to trade.

How do you enforce any such regulation ?

Secretary DitroN. We enforce it 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

L]

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,

EFFECTIVENESS OF CONTROLS OVER AMERICAN SUBSIDIARIES

The Cramyan. Do you think these controls have been effective
in preventing any business being done with North Vietnam. for
example?

Secretary Dieon. 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 that situation first arose, there was no trade between North
Vietnam and the United States, and the State Department felt that
it would probably be better 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 that they can’t buy
any strategic 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 Craamyax. In spite of that you know of no business?

Secretary Diuiox. None.

The Cramyan. On the whole, do you think these controls with re-
gard to our companies abroad are effective?

Secretary DiLron. They certainly have been effective becanse 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 overriding foreign
policy reasons we did grant licenses. Those were both cases of subsidi-
aries in Canada, and m both cases, after the license had been granted,
the Chinese chose not to go forward with the transaction so it. is some
indication that 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 that it does.
That is the place, I think that 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 Cuamraax. What do they have to export ?

Secretary Dirox, They have tin, they have antimony, they have
certain textiles, they have cashmere, animal fibers, things of that
nature. They have certain pig bristles that go into brushes—paint
brushes—things of that nature. I don’t think 1t is any great quantity.
But their 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 States because we produce plenty.

QUESTION OF WHETHER CERTAIN PROHIBITIONS ARE IN U.S. INTEREST

The CrAIRMAN. Yes,

I wish to advert a moment to the question you have just discussed
about prohibiting American firms, whether they are located here or
abroad, from selling, for example, entire plants in which T understand
the Russians are interested. Their competitors in Western Europe
are allowed to sell such plants, so how is this in the national interests
of the United States?

Secretary Diuron. Well, the only time that prohibition would take
effect would be if the Department of Commerce decided, with the par-
ticular thing in mind, that U.S. technology was so far advanced over
the European technology that it had special value and the European
plant wouldn’t be as useful. If they are generally identical, the De-
partment of Commerce, I understand it, does not prohibit that sort of
export.

PROBLEM OF TRADE WITH U.S.8.R. IN CREDIT TERMS

The real problem of trade with the Soviet Union is that for trade
in any very substantial quantities they want long-term and relatively
low interest rate credits. They have difficulty getting them, and cer-
tainly I don’t think that it is to our interest 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 State Department
with Mr. Mikoyan during the visit here of Mr. Khrushechev in 1960,
they made it perfectly clear that 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 that that 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 settling that.

STATUS OF LEND-LEASE SETTLEMENT

The Cuamarax. What is the status of the lend-lease settlement ?

Didn’t they at one time offer to pay some $400 million?

Secretary Druron. 300, I think, they offered to pay. That was their
final offer. We had asked 800, so we were that much apart. As T re-
call, the total amount which we had was around $2 billion—maybe a
little more—in civilian-type commodities that would have peacetime
utility to the Soviet Union. This did not include any military equip-
ment which we did not attempt 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 far 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 Crairaan. There are no negotiations going on about it.?

Secretary Dinrox. No. 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.

QUESTION OF ADVANTAGE OF BILATERAL TRADE AGREEMENT WITH TU.8.8.1.

The Cramryax. Do you see any advantage if we had a bilateral
trade agreement with the Soviet Union?

Secretary Diurox. Not particularly. T think that all that means
is that 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. That 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 multilateral basis because the exports that 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 NONSTRATEGIC GOODS TO U.S.8.R.

The Cramaran. As a practical matter, is there anything we can do
about a situation where a purchaser of nonstrategic goods from us
resells them to the Communist bloe, assuming

Secretary Drurox. If it is a foreign purchaser, we can’t do any-
thing about it. But if it is part 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’tapply to the Soviet bloc. :

The Cuamaax. Any foreigner can buy nonstrategic goods from
us and resell them to the Soviet bloc ?
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Secretary Dinron. That is right.

The Cramyman. And there is no inhibition upon that.

Secretary Dinron. No.

Of course, that was the question when this wheat deal came up
because the Soviets had been buying substantial quantities of flour
from both Germany and Italy which had been made into flour out
of American wheatf, which we had sold to the German and Italian
flour mills so it seemed rather foolish not to make the sales directly
ourselves and get the full benefit.

LICENSE FOR SALE TO CHINA OF WOOD PULP AND LOCOMOTIVES

The CraRMAN. 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.

Seeretary Dinrox. 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 start negotiating 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 transaction falls
through and you can’t tell whether that is the real reason or whether
they had no intention in the first place of consummating the trans-
action.

The Cramaran. What was the justification for giving them a license
at all?

Secretary Drron. Foreign policy reasons. The State Department
felt there were overriding policy considerations. In the case with
Canada, the Canadians felt that they could make sales of this nature
and this was a matter that was an infringement on their sovereignty
to some extent and hurt their economy. This became quite an issue
in the late fifties. An agreement was reached with the Canadian
Government that 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, that we would grant such licenses if requested by the
Canadian Government, and that was the case with the wood pulp
and the diesel locomotive. There wassuch a request.

But since that 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 although they have sold a lot of
wheat to China and have been paid for it.

The Cratryax. Do you know whether or not they have been totally
paid for it ?

Secretary Diurox. 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 Cuamrman. Does the Senator from Missouri have a question?
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IMPORTANCE IN U.S. ECONOMY OF PROFITS AND VOLUME SALES

Senator SyaineroN. Thank you, Mr. Chairman.

Mr. Secretary, it is a privilege, as always, to see you. 1 am not
necessarily taking any position, but want to understand this matter
better.

Isn’t it a fair statement that in our way of life the source for taxes
is income ineluding profits?

Secretary DinLox. The sources of what ?

Senator SymineroN. Taxes.

Secretary DiLron. Yes, that is largely so.  We do have excise taxes
that run to about $14 billion, and we do have inheritance and gift
taxes, but they are relatively minor.

Senator Symineron. I will rephrase it by saying primary source.

Secretary DitLon. The primary source, I would certainly agree.

Senator SyminceroN. Then would you say the greatest incentive
for obtaining normal profit is volume ?

Secretary Diuron. I think volume of trade at a fair profit is right.
The larger the volume generally the lower the cost, so large volume
is helpful. That has been the essence of our mass production in this
country.

Senator SyaxaeroN. In other words, the most pleasant type of
profit to make is overabsorbed overhead due to unexpected volume?

Secretary Dinrow. I think that is correct.

Senator Symixaron. And generally that comes in the last 10 or
15 percent of volume of sales?

Secretary Druron. You have been an industrialist, I have not.

Senator SyamNeToN. You know a great deal about industry though,
as well as many other things.

With those premises, T am sorry I wasn’t here at the beginning of
your presentation, but have read it, if T may ask a few questions
against your statement.

PUBLICATIONS MOVING BETWEEN UNITED STATES AND COMMUNIST CHINA
AND NORTH KOREA

You say at page 3, as a practical matter 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 Diurox. Yes; we do allow those exports because it has
been felt that that 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 willing to sell our publications, and we are
willing to buy their publications on a license basis for—so that we
know what they are thinking and this goes to students for technical
reasons.

Senator Syaneron. We could get those anyway through Hong
Kong and other countries?

Secretary Dimmro~. No, not without a Treasury license.
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PROHIBITION AGAINST IMPORTS PRESUMPTIVELY OF CHINESE OR NORTH
KOREAN ORIGIN

Senator Syaneron. On page 3 you say that imports which are pre-
sumptively Chinese or North Korean are rest ricted to ores and metals.

Wouldn't it be difficult to tell whether ores or metals did or did not
come from China?

Secretary DiLrow. That is why we restrict them. We will not buy
any tin from the Soviet Union because we assume it comes from China.
And this is a rather complex area. It is where a good deal of act ual
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 this particular 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 that is a good deal of the routine
work that takes place in the Treasury.

Senator Syaineron. Tin is primarily what you are thinking of?

Secretary Dirrox. Tin is one of the largest ones that we have a
pretty flat rule against acquiring. Anyway, we have enough tin.

Senator Syineron. I don’t think we have 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 tin we don’t
need.

The price of tin is set by a cartel.

On page 4——

The Cramaan. Could I ask the Senator, didn’t I see in the paper
that the price of tin had been very high lately?

Senator Syarneron. It is cartel controlled. When you can control
the price it generally moves up, not down.

REASON FOR DIFFERENT POLICIES APPLYING TO CUBA AND CHINA

On page 4, I notice we are more lenient with the Cubans than the
Chinese. We also sell them certain foods and medicines. Why do
we treat them differently ?

Secretary Drmron. That has just been decided for foreign policy
reasons. They were closer to us for humanitarian purposes. But I
don’t think actually much in the way of these foods and medicines
actually moves. There was quite a bit of it in a move to Cuba within
the last 2 years but all of that was the food and medicine under the
ransom program for the Bay of Pigs prisoners. Aside from that, the
Cubans haven’t bought any, although the Department of Commerce
would license it, under general license except }or lard which is under
special license.

Senator Sysinerox. You use the word “humanitarian,” not geo-
graphical consideration.

Secretary Diurox. I think we are more interested; “humanitarian”
is the real answer, yes.

Senator Syamineron. Thank you.
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MEMBERS OF COCOM

On page 5 you talk about licenses which prohibit the sale of strategic
commodities. You talk about a strategic material being defined by the
Consultative Group Coordinating Committee, tvmwmll\ known as
C()(“O\I

Could you tell us whois on that committee ?

Secretary Diron. I can give you the list for the record, but it is in
general the countries that are members of the NA ATO alliance.

(The list follows below :)

CocorM MEMBERSHIP

Belgium, Canada, Denmark, Federal Republic of Germany, France, Greece,
Italy. Japan, Luxembourg, Norway, Portugal, the \'ether]andq Turkey, United
Kingdom, and the United States.

These are all the NATO countries except Iceland, plus Japan.

QUESTION OF DEFINING STRATEGIC MATERIAL

Senator Symineron. Could you define what is str ategic material ?

Secretary Ditrox. Well, they have been defined by the  COCOM. by
allies. The State I)ppfutnwm I think, could furnish a list of stra-
tegic items. Arms and ammunition are listed very clearly as one;
atomic devices that could be used that way are another, and then
beyond that the list g goes into certain special types of machine tools that
could be used for maki ng cannons and rockets, special types of elec-
tronic things.

Senator SymiNaeroN. Any machine tools?

Secretary Dizrox. Not any.

Senator Syawaeron. Almost any machine tools could be used i
making a rifle or a cannon ?

Secretary Ditron. Yes. What T meant were special types of ma-
chine ll'm]-—

Senator SymineroN. Unipurpose machine tools?

Secretary DiLron. Yes, used only for strategic purposes and, there-
fore, put on the list. But gener: al purpose nuclear tools are not in-
cluded.

GERMAN TRADE WITH THE BLOC

Senator Symiveron. Well, thanks to the chairman some of us had
a most interesting meeting with the Germans the other day and I was
astounded at the effort 'mcl degree of 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 Diuron. They have never traded anything that would be
strategic by the definition that has been nlll][l]‘tt(_‘l.ﬂ]\' agreed to in
COCOM. They have never violated that. But I said ea:l:er. I think,
that 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 that would help to strengthen “the economy of the Soviet
bloc was helping them utt‘ltmuw]lv but the Europeans never agreed
with that. Their concept of strategic is only something that is direc tly
relevant to military strength.
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DIFFERENCE BETWEEN CONCEPTS OF BTRATEGIC

Senator SyamineroN. Before you came with the Treasury I had an
experience. This Government classified what was sold behind the
Curtain, but the facts were not classified in France and England.
When we asked our Government witness why copper was sold heavily
to the Soviet bloc, when the agreement was not to sell copper, the
explanation given us was it wasn’t copper: it was copper wire.

Secretary Dinron. You were right at that time and we then modi-
fied the restrictions and took copper completely off the list so it
was——

Senator Syaixeron. We had testimony from the Secretary of Agri-
culture that at the very same time the Germans were protesting bitterly
against our sale of wheat to Russia, they were milling our wheat and
selling it to the Russians for flour at heavy profit.

Secretary Diron. I don’t understand why they would protest our
sale of wheat because they have always been selling, doing just what
you say.

Senator Symincron. If a country is limited in its treasure, which
countries are, if you supplied them with multipurpose tools, doesn’t
that release their treasure to buy unipurpose tools for, say, cannon
and make it possible for them to maintam their standard of living
and at the same time buy more ammunition ?

Secretary Dinrox. No.

My own feeling is it does just the opposite. The wheat deal is a
perfect example. They paid $85 million for it already, they will pay
us $125 million roughly, and this will be completed by the end of next
month. That money, if they had not used it to buy wheat, would have
been available to them for something else. They couldn’t have bought
the wheat, so they would just have had to do without, and they could
have done without. Throngh stricter rationing they would have used
that money for military purposes or strengthening them that way.
[ think it is better for them to use it for wheat and buy it from us.
However, that is why the important thing in my mind is and has been
to limit this trade to cash or normal commercial transactions. Long-
term credits, T think would accomplish just what you fear.

Senator Syaincron. That is an impressive answer. I always re-
member what Mr. Baruch said, when he challenged anybody to tell
him what was a nonstrategic material. Somebody finally came up
with the item bubble gum. Mr. Baruch said he would buy that.

It is a pretty fine line we have on all this; and it permits our allies
to sell to their heart’s content.

Secretary Diron. I think the only really fundamental line is the
line of what can be internationally agreed because it certainly is ineffec-
tive if we tried to force one line, as you pointed out in copper, and every-
body else is selling it freely.

So, it is only where it is multilaterally agreed or where we have
unique knowledge that nobody else has, and in that case, of course,
we have control of it.

Senator Syamivaeron. The truth of the matter is the copper wire was
a good deal more valuable unless it was drawn down finer than needed.

Secretary Dinrox. That is right.
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TRANSFER TO COMMERCE DEPARTMENT OF CONTROL OVER PATENT AND
TECHNICAL DATA

Senator SymiNeToN. Going to the next to the last page of your
statement, you transferred control of the regulation, you say, to the
Commerce Department on April 1. Then later you say you neverthe-
less operate it. I am not clear on that.

Why did you transfer it to Commerce ?

Secretary Drron. Well, this was control over licensing of patents
and technical information. For a number of years the Treasury has
been trying to transfer 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 particular area: the technical com-
petence in this area all lay in the Department of Commerce. The De-
partment of Commerce had some administrative problems and it took
a while to work them out, but eventually this was completed, and the
Department. of Commerce felt that they were then able to handle this
administrative load, and they took it on. It just happened that 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 their 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 CANADIAN TARIFF SITUATION ON U.S. EMPLOYMENT

Senator Symineron. As you know, because you have been good

enough to discuss it, we are running into some problems in my State
imeident to this Canadian trick whereby we have already lost hundreds
of {'ubs in my State. I understand 700 jobs were just lost in Muncie,
Ind., for the same reason.

Mr. Jack Whitaker 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 he moved that business
to Canada, gave as one of the reasons, the manipulation of tariffs by
the Canadian Government. The estimate is we will lose 60,000 jobs
in this industry in the United States if this continues.

[t worries me when we discuss the plus side of the balance-of-pay-
ments problem, about the income of large corporations that Ilnl\'c
made investments abroad. That may improve the fiscal and/or mone-
tary position of the Government, but it doesn’t help us with a growing
problem, especially if you correlate same with automation; namely,
unemployment.

Mr. Whitaker prophesied in September, in a letter to Secretary
Hodges, exactly what would happen. Apparently he got advance
notice of what was planned by Canada.

In this connection you have not transferred to the Commerce De-
partment the right to take action on this, is that correct?

Secretary Diurox. No. This is a matter 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 TARIFF SITUATION

Senator Syaineron. Is there any plan to do anything about it !

Secretary Diron. 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 clear 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 matter. It does seem
to us to involve this countervailing duty law which we had on our
books for a long time for the purpose of cuumer\'ailing]' subsidies
which are given by foreign countries to exports into the United
States.

Senator Symineron. I express my appreciation to you and the
Treasury Department for your kindness in listening to this problem.

If this tricﬁ-x is allowed to go on, it could cost us hundreds of thou-
sands of jobs if carried forward into other industries.

Secretary DiuLox. The Canadians have said that they have no in-
tention of doing it in any other cases except this automobile parts
situation, but that doesn't reduce the seriousness of that situation.

Senator SyaineroN. But they also assured the automobile parts

eople last September they had no intention of doing it. That has
een told to me.

Secretary DimLoN. Yes,

DEFINITION OF CREDIT TERMS

Senator Syaneron. 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 Dirron. 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 that and 5, long term anything over 5 years.

It had been more or less generally agreed by the Berne Union—that
is a group of credit agencies of various exporting countries which tried
to set certain standards so there wouldn’t be cutthroat competition in
unsound credit—that, except in very exceptional cases, credit should
not be given beyond 5 years, and needed special justification. That is
the reason I picked 5 years.

ALLIES' EXTENSION OF LONG-TERM CREDIT

Senator Syaixeron. We understand that, whereas some of the
NATO allies are sticking to 5-year loans to the Russians, other NATO
allies are giving 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 Drurox. This is a difficult sitnation. 1 think there is
unanimous agreement in the NATO countries that 5 years should be
the maximum, except for one country, and that is the United Kingdom,
a minority of one, and the United ]\mﬂ'dom wishes to—thinks 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 that if the United Kingdom actually does
give this longer credit, and they lose orders, and business starts fo flow
that way then even thought they would rather not do it, they would
for competitive reasons have to goalong. So, I think that then a num-
ber of countries would do it. But 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 that has yet been
consummated with this kind of credit because I think they are having
some very hard bargaining with the Soviet Union.

I know they have been talking about it. They want relatively low
rates of interest over that longer period of time and haven’t yet come
to any agreement.

OTHER COUNTRIES’ TRADE WITH CHINA AND THE BLOC

Senator Syarxaron. Do you know of any country in the free world
except the United States that is not trading with all Communist
European countries; and also the Communist Chinese?

Secretary Diuron. No: T don’t know of any European country.
Japan trades with them to some extent. We try to see, to encourage

them not to trade too much because we think thev will get into a diffi-
cult situation if they did but that is a decision thm ll.lw to make. T
thmk we are the 0n|v one.

Senator Syaveron. Do you know of any highly industrialized
country that is not trading with the Eastern bloe and East Germany
and with the Russians and with the Communist Chinese ?

Secretary Diron. No: T don’t know of any highly industrialized
country except the United States as far as China and Korea are
concerned.

LIST OF STRATEGIC MATERTALS

Senator SyauxeroN. In the last analysis, is a strategic material
something they can reserve the right to decide themselves?

Secretary Dinrox. Noj there is this agreement—COCOM—to which
all these industrialized countries lu-lnnr_r. and they have a list of stra-
tegic items, and which comprises, T would say, about somewhere
around 10 percent of the total items that move in international trade,
and these they don’t trade with the Soviet. But 90 percent of the
items they do.

Senator Symxeron. Would you supply for the record a list of
strategic materials?

Secretary Drron. The State Department is the keeper of that, and
I will request them to supply it.

Senator SyarneroN. Would you do that, sir?

Secretary Ditrox, Yes.

Senator SymineroN. Thank you very much.

Thank you, Mr. Chairman.
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(Subsequent to the hearing, the Department of the Treasury’s Ad-
ministrator for Mutual Defense Assistance Control submitted the
Mutual Defense Assistance Control Lists, revised October 1, 1962,
under title I and title IT of the Mutual Defense Assistance Control
Act of 1951 (Public Law 213, 82d Congress), which is elassified confi-
dential. The list is in the committee files. An unclassified summary
of the Battle Act List, which is included in the Battle Act Report of
1963, 16th report to Congress, follows:)

Barrie Aot TiTLE I L1sT—CATEGORY A
100-189 Series: Arme, Ammunition, and Implements of War

Item No. Deseription
101 Small arms and machine guns, as follows :

(a) Rifles, carbines, revolvers, pistols, machine pistols and machine
guns designed specifically for military nuse :

(b) All specifically designed components and parts therefor.

Artillery, as follows ;

(a) Guns, howitzers, ecannon, mortars, tank destroyers, rocket
launchers, military flame throwers, recoilless rifles ;

(b) All specifically designed components and parts for the foregoing.

Ammunition, and all specifically designed components and parts thereof,
for the weapons enumerated under Items 101 and 102.

Bombs, torpedoes, rockets, and mrssiles guided or unguided, as follows:

{a) Bombs, torpedoes, grenades (including smoke grenades), smoke
canisters, rockets, mines, missiles guided or unguided, depth
charges, fire bombs, incendiary bombs; and all specifically de-
sigmed components and parts therefor ;

(b) Apparatus and devices specifically designed for the handling,
control, activation, launching, laying, sweeping, discharging,
detonation or detection of items enumerated in sub-item (a) : and
all specifically designed components and parts therefor ;

(¢) Military fuel thickeners, including but not limifed to: compounds
(e.z., octal) or mixtures of such compounds (e.g., napalm) specifi-
cally formulated for the purpose of producing materials which, when
added to petrolenm products, provide a gel-type incendiary material
for use in bombs, projectiles, flame throwers or other implements
of war.

Fire control equipment and range finders, as follows:

(a) Fire control, gun laying, night sighting, missile tracking and guidance
equipment ;

(b) Range, position and height finders, and spotting instruments spe-
cifically designed for military purposes ;

(¢) Aiming devices, electronic, gyroscopie, acoustic and optical, specially
designed for military purposes ;

(d) Bomb sights, bombing computers, gun sights and periscopes specially
designed for military purposes;

(e) Television sighting units specially designed for military purposes,
and inertial platforms ;

(f) Components, parts, accessories, and attachments specifically designed
for the articles enumerated in sub-items (a), (b), (¢), (d) and (e)
above,

Tanks and vehicles specially designed for military purposes, as follows:

(a) Tanks and self-propelled guns;

(b) Military type armed or armored vehicles, and vehicles fitted with
mountings for arms ;

(e) Armored railway trains ;

(d) Military half tracks;

{e) Military type recovery vehicles ;

(f) Gun earriers and tractors specially designed for towing artillery ;

(g) Trailers specifically designed to carry ammunition ;

(h) Amphibious and deep water fording military vehicles;

1 Thiz 1ist was In effect on Oct. 1, 1962,
30-642—64—pt. 1——15
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BaTrre Act Titie I List—CATeEcory A '—Continued

100-199 Serics: Arms, Ammunition, and Implements of War—Continned

Item No. Description
106 Tanks and vehicles specially designed for military purposes, etc.—( on.

(i) Military mobile repair shops specifically designed to service military
equipment ;

(i) All other specially designed military vehicles ;

(k) Allspecifically designed components and parts for the foregoing.

Toxicological agents, as follows :

(a) Biological, chemical and radio-active materials adapted for use in
war to produce casualties in men or animals, or to damage crops;

(b) Equipment specifically designed and intended for the dissemination
of the materials described in sub-item (a) ;

(¢) Equipment specifically designed and intended for defense against
the materials described in sub-item (a), and for their detection and
identification ;

(d) Components and parts specially designed for the items listed in (b)
and (e) above.

{NoTe: Sub-item (¢) above does not include masks used for protection
against specific industrial hazards, such as fumes or powders in mining,
quarrying and chemiecal plants, and gas masks designed for civilian use.
Sub-item (¢) above also does not include personal radiation monitoring
dosimeters.)

Powders, explosives and propellants, as follows :

(a) Powders and liguid or solid propellants for the articles enumerated
in Items Nos, 103, 104 and 107 ;

(b) Military high explosives ;

(¢) Chemical base high energy solid or liguid fuels specially formulated
for military purposes,

(Nore: Sub-items (a) and (b) above will not be considered to cover
exports in reasonable quantities of propellants and explosives normally
used for civilian or industrial purposes or made up into cartridges or
charges of an exclusively civilian or industrial nature.)

Vessels of war, and special naval equipment, as follows :

(a) Combatant vessels or vessels designed for offensive or defensive
action (surface or underwater) ;

(b) (1) Diesel engines of 1,500 h.p. and over with rotary speed of 700

r.p.m. or over specially designed for submarines;
(2) Eleetric motors specially designed for submarines, i.e. over 1,000
h.p. quick reversing type, liquid cooled and totally enclosed ;
Magnetie, pressure, and acoustic underwater detection devices
specifically designed for military purposes; controls and components
thereof ;

(1) Submarine and torpedo nets;

(e) Components, parts, accessories and attachments for the foregoing,
such as turrets, naval gun mounts, submarine batteries and catapults.

Airceraft and helicopters, of the piloted or pilotless types and aero-engines

and aireraft or helicopter equipment, associated eqnipment and compo-

nents, specially designed for military purposes as set out below @

(a) Combat aireraft and helicopters and other aireraft and helicopters
especially designed for military purposes, including military recon-
naissance. assaunlt, military training and logistic support, and all
aireraft and helicopters having special structural features such as
multiple hatches, special doors, ramps, reinforced floors and the
like, for transporting and airdropping troops, military equipment and
supplies, aero-engines specially designed or adapted for use with such
aireraft and helicopters, with the exception of aero-engines excepted
under Title I—Category B Item 1460(b); and component parts
thereof ;

1 This list was In effect on Oct. 1, 1962.
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Battie Act Trrie I List—CATEGORY A '—Continued

100-199 Series: Arms, Ammunition, and Implements of War—Continued
Item No. Deseription
110 Aireraft and helicopters, ete.—Continued

(b) Airborne equipment, including airborne refueling equipment, specially
designed for use with the aireraft and helicopters, and the engines
of the types of aireraft and helicopters covered by sub-item (a), and
component parts thereof ;

(¢) Non-expensive balloons in excess of 3,000 cubic feet capacity.

111 Electronic equipment specially designed for military use, and com-
ponents and parts therefor.

115 Military infra-red equipment and specialized components therefor, n.e.s.

116 Munitions components and materials, as follows:

(a) Brass and bronze fabrications for primer anvils, fabrications for
bullet cups (gilding metal clad steel), cartridge link, primer cap,
shell rotating band ;

(b) Copper rotating bands for shells, and other copper munitions
components ;

{e) Gilding metal clad steel ;

(d) Rough steel forgings, steel and alloy castings for guns and for

armes.
200-299 Series: Atomic Energy Materials

Item No. Description
201 Source (fertile) and fissionable materials, as follows:
(a) Natural uraninm, unwrought or wrought, including alloys and com-
pounds of natural uranium, having an uranium content exceeding
0.05 percent, not elsewhere specified, excepting medicinals;
(b) Uranium 233, alloys containing uranintm 233 and compounds of

uraninm 233 ;
(¢) Uranium enriched in the isotope 235, alloys containing uranium

enriched in the isotope 235, and compounds of uranium enriched in
the i:-lll{u])i' 235 ;

(d) Irradiated uranium containing plutonium ;

(e) Plutonium, alloys containing plutonium and compounds containing
plutoninm ;

(f) Irradiated thorinm containing uraninm 233.

i ] Equipment specifically designed for the separation of isotopes of uraninm
and/or lithinm.

236 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.

Barree Acr Titee I Last—CATEGORY B
The Category B portion of the Title I embargo list, as of October 1, 1962, covers
particular specified forms, including specialized parts and assemblies, of the fol-
lowing items :
METALWORKING MACHINERY

Grinding heads and spindle assemblies ; presses ; spin-forming machines ; equip-
ment for producing gas turbine blades; aircraft manufacturing machinery ; ma-
chinery for manufacture of jet engines; gear making and finishing machinery ;
electronic elosed loop feed-back controls for machinery.

CHEMICAL AND PETROLEUM EQUIPMENT
Counter current solvent extractors; gas liquefying equipment ; equipment for

production of deuterium oxide ; equipment for production of military explosives
and solid propellants; plant for production of titanium and zirconium metals;

1This list was in effect on Oct. 1, 1962,
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gas centrifuges ; electrolytic cells for production of fluorine ; pumps ; ion vacuum
pumps ; valves, cocks, and pressure regulators; heat exchangers; pipe and tub-
ing : containers for liquefied gases.

ELECTRICAL AND POWER-GENERATING EQUIPMENT

Electrie vacunm furnaces; diesel engines; electric power generators; electron
beam welding or machining equipment; devices for direct conversion to elec-
trical energy ; electric are devices.

INDUSTRIAL EQUIPMENT

Metal rolling mills; construction equipment; artificial graphite; cable-making
machinery ; electronic valve-making machinery ; equipment for manufacturing
semi-conduetor materials; compressors and blowers.

TRANSPORTATION EQUIPMENT

Ice breakers: tankers; warships (whether or not obsolete or converted) ; other
vessels (including fishing and hydrofoil) ; cable suitable for sweeping mines;
automotive vehicles, tractors, and lift trucks; aircraft and helicopters; com-
passes and gyroscopic equipment.

ELECTRONIC AND PRECISION INSTRUMENTS

Airborne communication equipment; airborne navigation equipment and
ground and marine equipment for use with airborne navigation equipment; air-
borne, ground, and marine direction-finding equipment; airborne, ground and
marine radar equipment ; communication, detection and tracking equipment using
infra-red radiation, ultra-violet radiation, unltrasonic waves, or tropospherie,
ionospherie, or meteoric scatter phenomena ; jamming apparatus; underwater lo-
cation apparatus; pulse modulators; panoramic radio receivers; radio trans-
mitters: telemetering and telecontrol equipment; telegraph equipment; radio
relay communications equipment ; amplifiers and oseillators: dosimeters: other
communication transmission equipment ; mass spectrographs and spectrometers ;
communication cable: equipment for providing communication secrecy; meas-
uring, testing, counting and calibrating instruments ; apparatus for automatically
sorting electronic components ; radio spectrum analyzers; electromagnetic wave
guides; cathode-ray tubes: semi-conductor diodes: transistors; semi-conductor
material; photo cells; photomultiplier tubes: thermal detecting cells; X-ray
tubes: image intensifiers, image converters, electronic storage-tubes and vidicon-
type tubes: other electronic valves (tubes); thyratron and modulator gas-dis-
charge tubes: electronic components ; materials for use as abgorbers of electromag-
netic waves; tantalum electrolytic capacitors; specialized forms of electronic
equipment and components; computers; special equipment for producing elec-
tronic assemblies ; control equipment ; thermoelectric materials and devices; mag-
netometers : recording and reproducing equipment ; centrifugal testing apparatus;
jon microscopes: oscilloscopes ; photographic equipment; guartz crystals; mate-
rials composed of erystals having spinel hexagonal or garnet crystal structures,
and thin film devices ; gravity meters.

METALS, MINERALS, ALLOYS THEREOF, SOURCE MATERIALS THEREOF, AND
MANUFACTURES THEREOF

Anti-friction bearings; source (fertile) and fissionable materials; zirconium ;
beryllium ; magnetic metals; lithium ; steel alloys: hafnium; caleium; tritinm;

cobalt ; niobium ; magnesium ; molybdenum ; nickel ; tungsten; tantalum ; titan-
inm.

CHEMICALS, METALLOIDS, PETROLEUM PRODUCTS, AND RUBBER PRODUCTS

Detonating and priming compositions; synthetie hydraulic finids, stabilizers
for explosives ; deaterium, fluorine ; boron : chlorine trifiuoride ; flnorinated hydro-
carbons : fluorocarbon compounds and manufactures ; diethylene triamine; hy-
drazine ; hydrogen peroxide, nitroguanidine ; guanidine nitrate; pentaerythritol
tetranitrate : silicone fluids and greases; silicon gallinm and indium compounds ;
tantalum niobium and tantalum-niobinm compounds; jet fuel; synthetie lubri-
cating oils and greases ; synthetic rubber,
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MISCELLANEOUS

Synthetie dielectric film ; small arms not designed specifically for military use
and ammunition therefor ;: military smoke, gas, and pyrotechnic projectors: pneu-
matie tire casings specially constructed to be bullet proof or to run when deflated ;
special aireraft equipment useful in military operations; special armored equip-
ment ; specialized military training equipment ; tear gas equipment ; self-contained
diving and underwater swimming apparatus, bayonets, fire arms silencers, power
controlled searchlights and related equipment of military utility; specialized
machinery and equipment for examination, testing and manufacture of military
equipment ; climatic conditioning chambers ; eryogenic devices and equipment.

Barrie Acr Trrie 11 List
The Title 11 List covers the same general categories of items as the Title I.
Category B List, but the specific items listed are ones of lesser strategic
importance,
VOLUME OF NATO TRADE WITH BLOC COUNTRIES

The Cramamax. With regard to that last question, the volume of
the trade of our NATO alles is far greater than ours with the Com-
munist countries?

Secretary Ditrox. Oh, yes. I think one reason for that is that they
are able to take the products of the Soviet Union more readily than
we are—such products as oil and timber and coal and things of that
nature, that are not suitable for bilateral trade between the Soviet
Union and the United States.

Senator Symixerox. 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 importing to
Communist countries is one of the most intelligent efforts along the
lines of sales promotion I have listened to.

Secretary Dinrox. 1 think that is probably true also.

GERMAN AGREEMENTS WITH EAST EUROPEAN COUNTRIES

The Crarrmax. You are speaking now of the German effort in
Eastern Europe in particular; is that correct?

Senator Syaineron. Correct, Mr. Chairman.

The Cuamman. They seem to have executed bilateral agreements
with all of the Eastern Iuropean countries.

Secretary Dinrox. That is correct.

The Cuamman. And are pushing trade very aggressively.

Secretary Dinron. Yes. But the bilateral agreements, they agree
to take imports from the East also, and there are things that Eastern
Europe produces that they are glad to take. It is much more diffi-
cult. for us.

QUESTION OF FRANCE PROMOTING TRADE WITH CHINA

The Cramrman. Is France, in view of her recent recognition of
Communist China, promoting trade there? '

Secretary Diuron. 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. T think they are hoping
to develop some, but I doubt it will be very large.

DIFFERING ATTITUDES TOWARD TRADE

The Cramyran. The countries in this ecategory do not have the same
attitude toward trade that we have; isn’t that true?

Secretary Dinrox. There is a difference that I tried to emphasize
a couple of times. Our definition of strategic is quite different and is
h:'n:uge-r and does cover basic economic strength of the country, whereas

theirs is limited strictly to direct military devices.

And, secondly, we do have a different concept regarding 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.

FLUCTUATIONS IN TRADE BETWEEN UNITED STATES AND U.S.S.R.

The Cuamaan. 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 trading with those coun-
tries, aside from just the commercial factors of having a use for their
goods?

Secretary Drurox. This has fluctuated. In 1960 or 1959, after the
Soviets said that they wanted to increase trade, we told them the only
way to do that—to trade—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 their licensing position now than they were in, say, 1961
and 1962, but I think yvou probably have had information from Secre-
tary Hodges or can get it from him. He is the responsible party.

POLITICAL IMPLICATIONS OF TRADE

The Cramryan. Is it fair to draw the conelusion that trade does
have considerable political implications?

Secretary Dinrox. I think it is impossible to separate totally trade
from political implications, and is helpful in that respect.

The Ciatrman. For better political relations?

Secretary Dmrox. Yes, sir.
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SOVIET MOTIVES FOR BUYING U.S. WHEAT

The Ciramryax. You said a moment ago that 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 Diurox. Well, I think this is a complex problem having
to do with the internal political and social situation in the Soviet
Union.

They decided that they wanted to keep foodstuff, bread—which is
a major item—available for their 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 perfectly capable of introducing tighter controls
and there is no (loulln they could have done it this time.

Now. the amount that they bought from the United States was
really relatively small compared to their 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. but it would have meant some inconvenience for them in a
rationing effort. I think it is probably a hopeful sign and a good sign
that they preferred to use their gold and their exchange reserves to
buy wheat rather than devote them to armaments.

INTERPRETATION OF WHEAT TRANSACTION IN TERMS OF COLD WAR

The Cramyay. Expand on that a little. Why do you think it is
a hopeful sign? Do you draw any conclusion from this kind of deci-
sion as to any change in attitude on their part or generally toward the
cold war? '

Secretary Dinrox. No, not necessarily from the leadership. But 1
think that their leadership feels that they have to give certain ameni-
ties to the populace which are a great 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 that happens the possibility of military attempts will de-
crease, because they will have more interest in maintaining their status
quo. So, I think generally that 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 grant this demand of their own people
for consumer items, I think that is a good thing, a good sign.
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lil!l“'ﬁ”(‘l!li\‘.ﬁ STATEMENTS IN HUNGARY

The Cramyan. Have yon noticed the recent statements by Chair-
man Khrushchev in Hungary about such things as goulash and dresses
and ballets?

Secretary Dinvox. T didn’t read about the goulash.

The Cuamman. Didn't you see his statement about what is the
revolution for if it is not to have more goulash ?

Secretary Dinron. I think that is very good then.

The Cramryran. What?

Secretary Ditrox, I think that is very good. But certainly from
the first 20 or 30 years of the Soviet regime, and certainly under
Stalin in the thirties, that 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 Syamivcrox. This morning he criticized the head of the
Ukraine for eating too much gounlash but not furnishing enough steel
plate.

EVOLUTION OF SOVIET ATTITUDE TOWARD THE WEST

The Cramarax. 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 attitude toward the West ?

Secretary Dirox. 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

that 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 think that is generally favorable.

The Crnamyax, If it is favorable, would it be to our advantage to
encourage it ?

Secretary Diuron. I think as long as we keep up our military
strength and do not let that go down—except as we can reach an agreed
and mutually policed disarmament agreement, which does not seem
possible at the moment, because of the Soviet refusal to accept any
mmspection—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, better standards of living, and par-
ticularly better knowledge of the West and Western products, West-
ern ways of life. '

The Cuamarax. Judging from the size of our military budget youn
are not apprehensive about our letting down our military strength,
are you !

Secretary Dicrox. Not at the moment.

Senator SyaiNgroN. Mr. Chairman, may I ask a question there?

The Crammyaxn. Yes.

Secretary DiLron. Of course, this is relative to the Soviet Union.
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BALANCE-OF-PAYMENTS PROBLEMS

Senator Syminaron. In context with that question, this is what is
hard for me to understand. We are constantly losing our gold. As
you know, Mr. Secretary, I have been worried for some time about our

yalance-of-payments problem. In 1949 we had some $2414 billion of
oold ; and owed foreign countries about $5 billion of current liabilities,
primarily to foreign central banks.

Now, we have about 81514 billion of gold, actually some $2.6 billion
Senator Robertson tells me, of free, nonmonetized gold; but we now
owe about %28 billion to the foreign central banks.

In addition, despite the fact we have had greater 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 getting somewhat comparable to the problems the British
had in the early thirties.

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 for free countries, at the same time
they trade 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 that 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 tariff manipulation, have about as low a per capita
defense expenditure as any industrialized country.

RELATIONSHIP OF BALANCE-OF-PAYMENTS PROBLEM TO DEFENSE
EXPENDITURES

How can we continue to tax our people to this amount, thereby
guaranteeing 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
question of time.

This is really not a question, rather an observation.

[ would appreciate your comments,

Secretary Dinrox. 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 billion
defense budget. I see no way to substantially reduce that 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 far. 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
that it s now or not is something I don't feel that T am an expert on.

But it has to be very, very substantial to maintain 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 threat 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.

RELATIONSHIP OF BALANCE-OF-PAYMENTS PROBLEM TO MILITARY AND AlD
EXPENDITURES ABROAD

The question then comes to our expenditures abroad for military
purposes which have been running a little over $234 billion a year, why
we should have such big ones, because they do have a substantial im-
paet 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 a id
expenditures, and I think that is something we should do. It is be-
ainning 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 $434 billion. Last year, for the first time there
was some progress in reducing this, it was reduced to $334 billion.

IMPACT OF INCREASED MILITARY SALES ABROAD ON BALANCE-OF-PAYMENTS
PROBLEM

We hope to get that overall total down to about $3 billion. T think
we will by 1965. In addition to that we have greatly increased our
military sales abroad. In the case of Germany the sales are Jarge
enough to offset all our dollar expenditures abroad, and the same is
true in the case of Italy, we are trying to promote further 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 go:ll of $3 billion outlay abroad. We
will still have a $2 billion drain from defense and aid. About $500
million of that is aid and about $114% billion defense, that we will have
to absorb in our balance of payments.

I think that we can so manage our balance of payments, if we can
maintain price stability here, that probably we can absorb something
on that order and still have balance in our international accounts—
covering it out of our trade surplus. But it is only if we keep price
stability and if we work very hard.

INCREASED FOREIGN BORROWING AND FINANCING IN THE UNITED STATES

You mentioned the major items, including tourism as a third one.
Of course, there was another item last year, which entered into the
situation, rather newly and unexpectedly, and that was the sale of
portfolio securities here, pa rticularly bonds by foreigners where they
mereased their borrowings and their financing here in the United




EAST-WEST TRADE 231

States from an average of around $600 million a year during the late
fifties through 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 that looked like it was on its way to doubling again which would
be nearly quadrupling anything we had known before something
over $2 billion in this area.

INTEREST EQUALIZATION TAX

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
rapidly in Europe.

That is a slow-acting thing but I think that that is the reason that
recently our balance of trade 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 that 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 quarter which would be quite an unusual occurrence.
Certainly, it would be the first time since 1957 that that has happened.
Senator SyaxaroN. Thank you, Mr. Secretary.

SOVIET PAYMENTS FOR WHEAT PURCHASES

The CuamrMAN. Mr. Secretary, yesterday we had testimony that
there had been $65 million worth of wheat sold to and paid for by the
Russians, but 1 believe you said $85 million.

Secretary Dirron. That was the figure that we got as of April 6
which was obtained, some of it, by telephoning the grain companies
the total changes every day, but the figure was about $85 million as of
April 6.

The Cramrman. That was probably merely a difference of date.

Secretary Dinrox. It may well be. The Russians so far are paying
cash on the basis of bills of lading and proper papers indicating that
grain has been loaded and indicating the quantities and indicating the
ship it ison. 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. That is the way all these transactions have been
handled, and the figure we got was that $85 million had been so
received.

The Crammaxn. And commitments have been made for $125 million ?

Secretary Divroy. It is $134 roughly from the point of view of the
Soviets, but roughly $125 from the point of view of 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.

CANADIAN WHEAT SALES TO U.8.8.R. AND COMMUNIST CHINA

The Cramyax. Just for the record, do you know what the Cana-
dians have sold during this past year?

Secretary DiLron. Well, they announced that their overall sales to
the Soviets which haven’t been delivered as yet would amount to
about $500 million.

The Cnatrman. Is that just to the Soviets or does it include China?

Secretary Dicron. Just the Soviet Union.

The Cramyan. I have a few other questions I would like to ask.
Do you know what they sold to the Chinese in addition to what they
sold to Russia?

Secretary Dirox. T can give you those figures. It was less, it was
substantial but less than 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.

TARIFF TREATMENT OF SOVIET AND MOST-FAVORED-NATION IMPORTS

The Caaryan. T have a few other questions of a more technical
nature, perhaps.

What is the approximate difference in the U.S. tariff treatment of a
typical item of Soviet origin and the same item from a country which
receives most-favored-nation treatment ?

Secretary Druron. I think that is probably impossible to answer
because it depends on our tariff for particnlar 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 be a big difference but there would be nothing
that would move in that area. I think it is really more or less an im-
possible question to answer.

The Cramraan. It depends entirely on the items?

Secretary Dirrox. On the items, yes.

PROSECUTIONS UNDER TRADING WITH THE ENEMY ACT

The Cratrman. Have there been any criminal prosecutions in the
last few years for violation of the Trading With the Enemy Act?

Secretary Dinron. 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, eriminal fines and
civil penalties, something over a million dollars. They are not very
big. I think last year we collected something over a hundred thousand
dollars, in that area.

VOLUME OF BUSINESS BETWEEN FOREIGN SUBSIDIARIES AND THE BLOC

The Cmamyman. Did I understand that the Tg‘ansnction Control
Regulations apply only to items on the COCOM list?
Secretary DinLoN. That is correct.
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The Craamyax. Does this allow foreign subsidiaries or licensees of
American firms to sell goods to the Soviet bloc for which the Depart-
ment of Commerce would not issue a license

Secretary Dirrox. A foreign subsidiary is free to operate under
the rules of the foreign country; yes, except for COCOM-agreed
strategic goods.

The Cramyan. Do you have any estimate of how much business
is being done with the Soviet bloc by foreign subsidiaries of American
firms?

Secretary Diron. Yes. This question was brought up by a con-
gressional committee, so we did sent out a questionnaire to all the
major companies. We found out that 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 or 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 this nature that should be controlled, and the answer
was rather conclusive that there was no significant volume of if.

BUDGET REQUIRED FOR HANDLING CONTROL MEASURES

The Cramyan. 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 Dinrox, Well, T 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,
handling these applications for imports that are presumptively Chi-
nese. Certainly it is just personnel so that actual budget would be
very small for these 27 people but T will furnish for the record the
exact figures.

(The following statement was supplied for the record subsequent
to the hearing :)

The Foreign Assets Control budget for fiscal year 1964 is $317,500; $57.500 of
this amount covers reimbursement to the Federal Reserve Bank of New York for
support of the foreign assets control staff there and for other foreign assets
control services rendered by the bank.

QUESTION OF DUMPING CHARGES AGAINST BLOC COUNTRIES

The Cramraay. Are there any pending charges of dumping against
any Soviet bloc country ?

Secretary Ditrox. 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 charging a dumping duty, and they have been con-
tinning to sell us the bicycles and pay the dumping duty. I think




234 EAST-WEST TRADE

they are now considering revising their price and increasing their
price so that case will probably be closed shortly because they will
have ceased to dump.
The Craman. It hasn’t been in general a major problem?
Secretary DinoN. No:not for us.

PROHIBITIONS AGAINST CHINESE TRADE

The Cramyan. I believe you have answered this, I am not sure:
Do any other free world countries other than Nationalist China pro-
hibit all trading with Communist China?

Secretary Diuron. Nationalist China, as far as I know, is the only
one that prohibits all trading with Communist China. 1T don’t know
offhand how much trade there is between the Philippines and Commu-
nist China. 1 would not imagine very much.

ARTICLES PROHIBITED UNDER FINDING OF SLAVE LABOR

The Craamyan. Arvethere any articles produced in the Soviet Union
prohibited from entry into the United States under a finding that
they were produced by slave labor?

Secretary Dirox. We did have that finding for erabmeat. How-
ever, we rescinded that some years ago, and crabmeat does come into
the United States. That was the only one that I am aware of.

The Cramaman. None now.

Secretary Dirox. None now. I think that prohibition was be-
cause we had some evidence, which we thought was valid, that in the

period right after the war, some of the crabmeat was being processed
by Japanese prisoners of war and they were not being paid for doing it.
That was the origin of this slave-labor finding.

TRADE THROUGH HONG KONG

The Cramyax. With regard to trade between free world countries
and Communist China, how does one know whether or not there is
any trade between these countries that goes through Hong Kong?

Secretary Diron. Well, we have, of course, a very large consulate
in Hong Kong which watches that trade. We do have a small Foreign
Assets Control Office there of our Treasury, which is designed to
service imports into the United States so they can be certain that
things they buy there would not arrive over here and then be told
they could not come in because they were presumed to be of Communist
Chinese origin. We keep pretty good track of the trade that does go
through Kong Kong.

The figures are published and are available so I think we know what
1t 1s.

The Cramyax. Do other countries police their trade through Hong
Kong in a similar manner ?

Secretary Drrrox. I don’t think so, because as we have said before,
other countries do not have the same attitude toward trade with Com-
munist China.

The Crammax. I was thinking of Nationalist China. Even with
Nationalist China it is difficult to know; isn't it ?
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Secretary Ditrox. I don't know. I couldn’t answer that question.
I would hiave to find out from the State Department. T just don’t know
what they do in that way. I doknow 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 that is.

PROHIBITION AGAINST TMPORTATION OF S WIET FURS

The Cuamyax. A provision in the Trade Agreements Extension
Act. of 1951 prohibits importation of several types of furs from the
Soviet Union.

Do you know of any other free world country that has similar
restrictions against Soviet furs?

Secretary Diuron. No.

The Cramrman. They are not any ?

Secretary Dirox. No; Iknow of none.

ATTITUDE TOWARD 5-YEAR CREDITS TO U.8.8.R.

The Cramsax. Well, to summarize it, do T understand that you feel
that 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 Diuron. Yes; assuming that within the 5-year limit means
that credit is appropriate to the type of transaction. Certainly, 5-
year credit for wheat, for instance, would not be appropriate, so it
just 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 President has only found that it is in our national
interest to give credit for agricultural products.

The Cramryan. That is any credit?

Secretary DitLon. Yes.

The CramymaN. Even short-term credit.

Secretary Ditrox. Yes. Our private banks can give credit if they
want. But——

The CHAIRMAN. Yes.

RESTRICTIONS AGAINST GUARANTEES OF CREDIT

Seeretary Dinrox. The law was changed, as of the first of this
vear, to prohibit any credit by a Government agency except where the
President finds it is in the national interest. The guarantee of credit
by a Government. agency, which is what is involved—it isn’t actual
eredit but it is a guarantee of credit—has been restricted now by the
change in the law.

The Craamman. As a practical matter that does restrain trade very
substantially, doesn’t it ?

Secretary Dmron. Yes; unless the President makes such a find-
ing which he has done in the case of agricultural goods.

PROGRESS ON BALANCE-OF-PAYMENTS PROBLEM

The Cuamaax. Do you have anything further you would like
to add to our information on East-West trade?
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Secretary Divrox. No: I don’t think so. T think this has covered
the Treasury’s general position in it very well. If there are any
further technical questions the committee may have after studying
this record, we would be glad to answer them for the record.

The Cramraman. Well, we will study the record. If nothing else
ame out of this hearing, I was very p]t‘zl:_-'wl to hear the progress you
are making on the balance of payments. That will relieve a lot of
people’s worries about it anyhow.

Secretary Dirron. I would hope this would continue. The balance
of payments has been characterized in the past by rather large move-
ments from quarter to quarter. But in spite of that, it looks like
the first quarter will be by far the best quarter we have had since
1957 and certainly the prospects for this year are again, also, by far
the best year since 1957.

FRENCH INVESTMENT IN UNITED STATES

The CramMax. I notice in the paper yesterday there was an an-
nouncement that a combination of companies, one of which was the
Pechiney Co. in France, is planning to build an aluminum plant in
this country, I assume with French capital.

Secretary Drurox. Well, up to at least 25 percent. The interest
that the Pechiney Co. had, that would be French capital, but I imagine
that when they come to build a plant in this country it will borrow
a goodly portion of whatever lenders will lend them of the cost of
the plant, and although there may not be a great deal of actual capital
transferred, I just don’t know what the result will be.

The Caamryaxn. It would be beneficial in the short run if they did,
wouldn’t it.?

Secretary Diurox. If they moved capital into the United States it
would be very beneficial.

The Caamyax. There are no restrictions on a foreign company
investing in such a project here ?

Secretary Drnron, 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 Cuamyax. 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.)




APPENDIX

DeparTMENT oF COMMERCE ANALysig oF SoviET Broc LiceExsinG
Acrions DurinGg 1962 aAxp 1963

1962

Processing of applications to export commodities! to the European Soviet
bloe in 1962 was almost evenly divided between approvals and denials, with
approvals totaling approximately $49.6 million and denials $48.9 million. An
analysis of the commodities licensed for approval reveals that industrial chem-
icals comprised the largest single major category. Licenses valued at
approximately $12.5 million in this category were approved. This comprised
approximately 25 percent of all bloe licensing for the year. Insofar as denials
are concerned, 90 percent are accounted for by the rejection of the 112 cases
covering automotive machine tools and related goods, valued at $43.7 million,
which had been pending for about a year and a half. If these are excluded
from the statistics, industrial chemicals also show up as the major denial cate-
gory, comprising $2.4 million out of the remaining $5.2 million denied, or 46
percent. Nonsubsidized agricultural products made up the second largest category
of approvals in 1962, totaling $10.7 million, or 22 percent. Even if Mexican-
origin products are excluded, agricultural products still take second place, with
$7 million, or 14.4 percent licensed. This eategory did not figure in denials for
the year. Industrial equipment almost matched the licensing total for agri-
cultural products, with approximately $6.9 million approved, or 14 percent.
The denial of the automotive machine tools in 1962 accounted for all but approxi-
mately $200,000 worth of industrial equipment denied during the year.
these tools are excluded from the totals, denial of other industrial equipment
amounted to only 3.8 percent. Other major categories of approvals in 1962
are synthetic rubbers, $2.4 million, or 4.8 percent; synthetic fiber and tire cord,
$2.2 million, or 4.5 percent; medicinals and vitamins, $1.8 million, or 3.7 per-
cent; synthetic resins, $400,000, or 0.8 percent; and laboratory equipment,
$100,000, or 0.2 pereent. Other significant denial categories for 1962 are earbon
steel skelp, $800,000, or 1.9 percent; nonferrous metals, $600,000, or 1.2 percent;
and automotive vehicles, engines and parts, $200,000, or 0.4 percent.

1963

In 1963, approval of commodities to the European Soviet bloc amounted to
$139.1 million and denials to $4.5 million. While the total processed in 1963 as
compared to 1962 does not show an extremely significant inerease, i.e., $143.6 as
against $98.5 for 1962, approvals jumped from $49.6 to $139.1, or nearly threefold.
Denials fell from $48.9 million to the above-mentioned $4.5 million. Of the total
approvals in 1963, agricultural products made up the largest single category,
comprising approximately $85.4 million, or 61.2 percent. Of this total, surplus
agricultural commodities amounted to $76 million, or 55 percent. Nonsubsidized
agricultural products approved amounted to $16.3 million, of which Mexican-
origin products comprised $6.9 million. The U.S.-origin nonsubsidized agricul-
tural products amounted to $9.4 million as compared to the $7 million licensed in
1962. If the surplus agricultural products total is excluded from the total licensed
for 1963, the U.S.-origin nonsubsidized agricultural products amounted to 14.9
percent of the remainder. Total value of industrial chemicals licensed in 1963
was almost twice as large as the amount approved in 1962: $23.2 million as com-
pared with $12.5. The percentage, however, dropped from the 25.2 figure for 1962
to 16.6 for 1963 because of the increase in activity in surplus agricultural products.
If the total value of the latter is excluded from the amount licensed in 1963,

! 8ince this anslysis is based on dollar value, and technical data applications seldom show value, lcensing

of such cases is not included.
G
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industrial chemicals are seen to have increased to 37 percent of the licensed total.
Industrial equipment, bolstered by the approval of $8.3 million for potash 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) total. Approvals of synthetic
fiber and tire cord: synthetic resins; and medicinals and vitamins each accounted
for approximately $1 million of the (nonsubsidized) approved, or 1.6 percent each,
and laboratory equipment amounted to $400,000, or 0.6 percent. As in 1962,
industrial chemicals were also one of the major denial categories, although it took
second place to carbon steel skelp. Approximately 1.7 million worth of skelp, or
38 percent of all denials, led the list for 1963. Industrial chemical denials
amounted to $1.3 million, or 29 percent, and industrial equipment denials came to
8900,000, or 20 percent. Also of significance is the fact that approvals of synthetic
rubber dropped, as mentioned above, to $1.4 million from $2.4 the previous year,
although only $300,000 worth of synthetic rubber was denied in 1963.
Attachments:
1. Licenses approved by major commodity categories.
2. Licenses denied by major commodity categories.

[Attachment 1]

Licenses approved by major commadily calegories

[Value in millions]

Total | Export surplus

| |
Value | Percent Value | ]‘l’r"l’lﬂ.| Value | Percent

Industrial chemieals. . oo 3.2 23,2 | 37.0
Agricultural products.____._.... S
arplus agricultural products.
Indus 'm] equipment. ...
Pulp and papermill i
Potash miners
Synthetic rubber. ____.....
Synthetic fiber and tire cord
Synthetie resins
Lahoratory equipment.
Medicinals and vitamins

Total of above, )
Mexican origin agricultural products.... ...

Total plus Mexican origin
Total licensed. ....coceeeeancaane.

[Attachment 2]
Licenses denied by major commodily categories

[Value in millions]

1962 1962 export ma-
chine tools

'I'u]t:'.l Percent | Value : Percent [ Value | Percent
value | |

Industrisl chemicals
Industrial equipment.............

Auto machine tools__......... i
Automotive vehicles, engines and parts. ..
Carbon steel skelp N
Nonferrous metals
Synthetic rubber.

Total of above
Total denials_____
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DeparTmENT oF ComMerce Data ox Principan EXporTs TO SOVIET
Broc

The principal exports to the US.8.R. and to the satellites during the period
1960-62 are shown in the attached table. As will be noted, these figures show
some wide fluctuations in the principal ecategories. For example, no inedible
tallow, exportable under general license, was shipped to the U.S.S.R. in 1960.
In 1961, U.8.8.R. exports totaled $15.1 million, but 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, Exports of other industrial
machinery to the U.8.8.R. totaled almost $3 million in 1960, dropped to %2
million in 1961, but rose to $3.3 million in 1962,

Principal exports to the satellites during 1960-62 show a wider range of goods
than do the shipments to the U.S.S.R. Agricultural products, principally to
Poland, were the largest single category, followed by a wide range of industrial
machinery. Iron and steel mill products were large in 1960, but fell from the
$5.1 million figure for that vear to $176,000 in 1962.

U.S. exports

[Value in U.8. dollars)]

US.S.R,

1960 1962

Hides and sking.. oo eccctaecuccnnrecnsrs e ’ 1, 939, 000
Inedible tallow_ .. ... ... S : | i 4, 011, 000
Synth rubber x L E e i o . 463, 1, 450, 000
Synthetic fibers and 1 ;i A ZLEESEEY )
Textile machinery. ... ... T e 4 9, , 000 | 76, D00
Other industrial machinery . ccoomeaaaan £ 1,973, 000 3, 319, 000
Total above... I PSR e S Sy < i Oty e | 12, 860, 000
Year's total - MRS O - : s | 15,253,000

Agricultural products, total ______..__ W b 69, 672 | 86, D68

Barley__ i 13,138
Wheat...... - - S JBE o A AR - ! 127, 7
Hides and skins............ ‘

Tallow, inedible e et o Ho e

Cotton manufactures REO JOnIa— 1| 115, 536

Rubber, synthetie . L . 485

Synthetic Abers and manufactures. ... sl S | 1,044

Sulfur, crude. .. ST . e B o e et 768

Iron and steel mill produets....... - 5, 055
v (agricultural, construction, electrical, and Indus-

LrIal), $ORRL.. e o A R o g 4, 206

Metalworking. . ....... ; eyl 1,118
Total above..... A s s o i i e v i 141, 577
Year's total PSRN S TSR 155, 413 B0, 62 100, 883

1 Shipments to Poland.

Bource: 63d and 66th quarterly reports (1st and 4th quarter, 1063) by the Secretary of Comimnerce,
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DerarTMENT OoF ComMERCE DAarA on Princrearn Imports From
SovierT Broc

During the period 1960-62, 80 to 85 percent of all U.S. imports from the
U.8.8.R. were in furs, ores, benzene, and naphthalene, Figures are as follows:

U.S. imports

U.B.8.R.
1962
Furs. eyt Nl T KRR e SR AT e = 3 12, 000 $7, 462, 000
Lo SR R S SRS T e LT - 000 5, 007, 000
Benztme. ... * S LS s oo e e A : . 000
Naphthalene. .. ... _..... B o e i o S S s - 2,018, 000 409, 000

Total above. - ..o ma a S 19, 471, 000 205, 000 12, 874, 000
Total imports______ R < = - T2 764, 000 3 |, (00 16, 180, 000

Approximately 70 percent of all imports from the satellite countries, in the
period 1960-62, were in seven categories: meat and meat produets, hides, skins
and furs, glass products, bicycles and parts, wood manufactures, casein, and
feathers. Iigures are as follows:

SATELLITES, INCLUDING POLAND

Meat and meat products. . e e Bt in

Hidos, skins, and fors:. - . Lol d, 000
Glass produacts.. ... 4~ 4, 435, 000 ‘
Bicycles and parts R SS — , e 404, 000 1, 344, D00
Wood manufactures__ .. _____ , 000 2, 107, 000
Casein - . S i o o - 2, 065, 000 000
Feathers L AT = ’ , 000 « 165, 000 + 254, 000

o0

Total above. __. = S 40, 383, 000 3t 000 41, 794, 000
Total imports___ MOT et . 57, 519, 000 57, 000 L 000

United Stales trade with Cuba, 1957-63 1

[In thousands of dollars]

|
| Exports,

Period | including
reexports

Annual:
1057 .

1963 .

! Prepared by Department of Commerce.
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Axavysis oF Unitep Stares-Cusan Trabvg, 1961-63

Our own trade with Cuba has declined sharply over the last 3 years. In
1961, as a result 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 vear our imports were $35 million, mostly in tobacco, fresh fruits, and
vegetables,

In 1962, our exports to Cuba were only $409,251, if we put 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 quarter, with a successively diminishing
volume for the remainder of the year. In terms of commodity composition,
shipments under general license (foods, medicines, and medieal supplies) consti-
tuted about 90 percent of the exports. The balance of the shipments, i.e., under
validated license, were those to diplomatic missions in Cuba, to international
(friendly) communieations media, and equipment and supplies for malaria eradica-
tion by the Pan American Health Organmization. Imports in 1962 dropped to
£6.8 million (of which $6.5 million was tobacco).

In 1963, total commercial exports amounted to $63,849, with the prisoner
release shipments (terminating in July) amounting to $36,411,701. Of the
$63,849 commercial exports, about 85 percent were under general license with
the remainder, under validated license, destined to the end users as indicated
for 1962. Imports in 1963 were negligible, only $53,000 of goods (tobacco)
ordered before our import embargo came into effect.

COCOM TrapeE Wit Cusa

The Cuban trade of our COCOM friends (plus Spain and Sweden) generally
dropped from 1961 to 1962 on the 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 months), show a substantial rise in imports,
to $109 million, and exports of $41.4 million.

Selected free world trade with Cuba

[In thousands of dollars]

I |
1961

1963

1962

|
| Imports I Exports | Imports | Exports | Imports | Exports

United States_ .. ...... 53 36, URS

Canada. . ... i’
Belgium- Luxe
Denmark..
France.

West Germ
Cireece_ .
Raly. oo
Netherlands. ..
Norway.....
Portugal.....
Spain
Bweden.
Turkey..
United K
Japan.....

gdom

35,129 |

fi, 806 ‘ 13, 308

13,220 |

11, 801

2,610 |
1,414
118
2,307
5,785 |
4, 460
208
3, 6t
358
8, 519
4,170 |
19,922 |
35, 809

TTo6A | 33,048 |

6, M3
2, 578
1, 364
3,707

l‘lL 150 4,206
2,014
325

3,003

5| 35443
| 10, 409 |

1,159

10, 603 10, 057 |

i, 495 101,682 | 80,772 | 51,523 | 109, 139 | 41, 462

[Value of U.S.

IMPORTS

Yugoslavia, 1857-June 1963,

1963 (January-June)...
I Prepared by Department of Commerce.

[7.8S. trade with Yugoslavia !

imports (for consumption) from

Value in millions)

EXTORTS

[Value of U.8. exports to Yugoslavia, 1957-JTune 1963,
Value in millions]

Value
-- $140.8
-- 150

121.
85,
153.8
154. 2
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TasLe C.—U.S. exports to Yugoslavia by major commodily groups

|In millions of dollars)

1057 1958 1950 1960

Animals and products, edible__ . e 10

Animals and products, inedible. .. i1
. Vegetable products, e SRS ; 61
. Vegetable products, il i th
3. Textile fibers and manufac
4. Wood and paper. .
5. Nonmetallic minerals. . .
, Metals and metal nufactures.

Machinery and vehicles.

i3 and related products.
laneons,

| o osame

Percentage of U.S. exports to all destinations_...
Imports from 1.8, as percent of total Yugoslav imports.

| Prepared by Department of Commerce,

TasLe C.1.—Selected subgroups from groups 6 and 7 in table

[In millions of dollars]

Ir--n and steel serap. ..

Copper, ore and semifabricatec R

Alaminum, ore and semifabricated

Iron and steel making raw materi

Iron and steel mill produets.

Ele sl and n]'[nrmh z

J oWer generat chinery, not elsewhere classi-
Ded. ..

C H'Iklrnn!mn exc lli[l}., nh] mlmln.m u_'Hllhr\

Metal cutting machine tools e -

Textile, sewing,

Industrial machinery and parts, not elsew here cl assl-
fled

Raflway Il‘-ln portat jon mmlp'm nt...

A gricultural mach inery snd implements and parts

Alreraft parts : el

I Prepared by Department of Commerce.
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DeparTMENT OF AGRICULTURE DATA oNx EXPORTS TO THE SOVIET
Broc

Grains: U.S. exports to Soviet bloc countries

i.lul_\.‘ 1063 to JTanuary 1064 | February-June 1964 ! July-June

Destination | | |
Thousands | Thousands | Thousands | Thousands | Thousands | Thousands
of metric | of dollars | of metric | of dollars | of metric | of dollars?
tons |  tons

WHEAT !
|
Czochoslovakia 6.8 451.2 5. 5. 2.1 2,156. 4
East Germany - - 31.5 20186 * A S . 6, 600. 4
Hungary T3 . 163.4 | 10,371.1 39, L 203. : 12,807.2
g Al i S, T 443.7 28, 096. 9 5, 3 0, 60,157.8
U.B8.B.R 765.2 4,850 2 A T11.: 110, 572. 6

720.6 | 45,797.0 | 2,27 3, 587. 192, 384. 4

4.2

Fast Germany
Hungary

RARLEY

East Germany
Poland

Total
ALL GRAINS
(zechoslovakia
East Germany.......... 07.9 5370.3
280.3 16,491 4

555.8 | 34,040.8 565, 7.9 |
87.8 7,002.0 | i 112,073. 8 |

155, 704.8 i

2, 156.
9, 961.

Total. ..

| Known gales and registrations expected to be exported by June 30, 1964,
* Total value derived fram unit value of exports July-Janoary.

Fruits and vegetables: UV.S. exports to Soviet bloc couniries,
July 19683 to January 1964

Destination ‘ Unit ‘ Quantity ‘ Value

Hops: Crechoslovakia Pound._ .. ... | 551, 062 $429, 300
Prunes, dried: East Germany L3 R T TSR 8, 625 2, 3685
Ofls, natural egsential, not elsewhere classified: Poland . . do... - 306 1,100
Fruit juices, not elsewhere classified, canned or frozen: | Gallon 94, 500 176, 400
Czechoslovakia,

U.S. exports of dairy products to Eastern Europe, July—December 1963

[In thousands of pounds]

Destination Butter Anhydrous Nonfat
at dry milk

' 129

Poland | 270 80 !
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Meat products: U.8. exports to Soviet bloc countries,
July 1963 to January 196

Destination

East Germany
Poland.........

Pounds Dollars

1, 226, 350

13, 43

107, 710
10, 687

118, 397

Livestock and meat products: U.S. exports of lard, tallow, greases, éle., to Soviel bloc
coundries, July 1963 to January 1964

Destination

Crechoslovakia. ...
East Germany.
Hungary. .
U.8.5.R

Potall. o saau s

ITE.—No exports of shortening
s and fats, animal oils, stearic

Hides: U.S. exports to Soviet bloc countries, July 1963 to

Thousand
dollars

pounds

Inedible tallow

Thousand
daollars

Thousand
pounds

105
36
1,630

g |

26, 300

28, 201

iimal fats, oleo ofl or oleo stearin, oleo stock, edible tallow, animal
*idd, and oleie acid to the above countries,

Destination

Czechoslovakia. ..
Hungary..
Latvia_...

Pol

1.k

Total..

January 1964

Pieces Dollars

14, 348
47,036
44, 881
56, 956
581, 458

207, 600
255,123
3, 508, 648

744,709 4,409,070

Cotton: U.S. exports to Soviel bloe, fiscal year 196

Country

Actual exports,
July-January

| Thousand
| bales

Poland A
TR R e OO
Bulgaria. .

Unmanufactured tobaceco: U.

l.N'-

xports to U.S.8.R. and

February=June

Estimated exports,

Estimated total exports,
| July-June

Million
dollars
58

Thousand

bales

January 1964

Million
dollars

07

Million
dollars
15.5
.0
4.8

Thousand
bales
125

169

satellites,' July 1963 to

Thousand
dollars

Thousand
pounds

East Germany
Poland. ..

All others.._. I RS R T T T

! Albania, Bulgaria, Czechoslovakia, East Germany, Poland,

and Rumania.

43
3,511
0
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United States: Exports lo Soviet bloc couniries of oilseeds, vegetable and animal fats
and oils, and oilseed cakes and meals, by country indicated, quantity and value,
July 1968 through January 196

July 1063
Country and commodity |  through
January 1664

Crechoslovakia
3 ans (except canned or prepared)......... Pounds... S 37, 982, 880
Short tons L : 18, #01
Dollar value - : . 801, 165
Lard (including rendered pork fat).... - .-| Pounds... : 5
Short tons

Tallow, inedible.

East Germany:
Tallow, Inedible. ... oo TR s [ e IS UL vy S S LSl 554, 410
Short to - . . e 2T
Dollar value. . SR $36, 036
Soybeans (except canned or prepared) . .---| Pounds... o - .1 8, 005, 740
Short tons... oo ocon.ae. 4, (M8
Dollar value. . cocieeaaane $403, 920

Total pounds.. - - o ok | e k-G - o B, 650, 150
Total short tons . = el S - : 4,325
Total dollar value. .. A

Hungary:
Lard (including rendered pork fat) .. .. ..| Pounds. ..
Short tons.....

Boybean ol cake and ofl cake meal . .
Dollar value

Total pounds..
Total short tons. ..
Total dellar value...

Poland:

Tallow, inedible. . ceeeoaeemneeea-. Pounds.
Short tons. e
Dollar value e o £3, 837, 064

Soybeans (except cz Pounds. - v 03, 487, (80
Short tons..... T4
Dollar value

Butter.

Anhydrous milk fat. ..o e Pounds.
Bhort tons -1
Dollar value = £27, 007
Soybean oil cake and oil cake meal. . .oocoeeaeano.| Pounds. .. L5 LR 6, 430, 000
Short tons . 3,215
Dollar value
T I T T ——— N . 1
Short tons..
Dollar value

Total pounds..
Total short tor
Total daollar value

Rumania: Animal greases, fats, inedible, not elsewhere | Pounds. ...
=, .
classified Short tons oo caemnce— s
Dollar value.......

Total pounds.....
1 short tons. ..
Total dollar value

: Tallow, Inedible | Pounds....
| Bhort ton
Dollar value

Total pounds 26, 300, 000
Total short to S T - 13, 150
Total dollar value. ......... S e o e e ok R i $1, 629, 750

Source: Bureau of the Census.
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MEMORANDUM, AND ATracHED StTaATEMENT, CoNCERNING DETER-
smination UnpeEr Section 231(b) oF e Trape Expansion Actr
oF 1962, as Amexpep, Permrrrine ContinvaTion or Now-
DISCRIMINATORY TRADE TREATMENT FOR PoLAND AND YUGOSLAVIA

Tae WuiTe Housg,
Washinglon, D.C,, March 26, 1964.
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 freatment
for Poland and Yugoslavia.

Pursuant to section 231(h) of the Trade Expansion Act of 1962, as amended, I
hereby determine that extending the benefits OJ 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 coneessions 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 international communism. The reason for this
determination are contained in the attached statement.

The Seeretary of State 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.

Lyxpox B. JOHNSON,

STATEMENT

Subject: Determination under seetion 231(b) of the Trade Expansion Act of
1962, as amended, permitting continuation of nondiseriminatory trade treat-
ment for Poland and Yugoslavia.

The principal objective of U.S. poliey in Eastern Europe is to encourage peaceful
efforts toward loosening of control from Moscow. Both Yugoslavia and Poland
have demonstrated that they are prepared to undertake considerable risks to
maintain and increase their independence. Trade with the free world, and in
particular with the United States, is one of the basic ways in which these countries
ean resist Soviet control. Depriving them of the opportunity to trade on com-
petitive terms with the United States would be a sure way to reverse the trend in
[lastern Europe and to increase the power and influence of the Soviets in Eastern
Europe.

A. YUGOSLAVIA

Although Yugoslavia is a Communist country, its determination to maintai®
its independence from Soviet bloe 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 bloe’s Council
for Mutual Economic Assistance (CEMA). On the other hand, Yugoslavia has
long been associated with all of the major free world economie organizations,
including the International Bank for Reconstruction and Development, the
International Monetary Fund, the OECD, and the GATT. In addition, it has
been secking the opportunity to discuss trade arrangements with the EEC.
More than 70 pereent 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 by the U.S.8.R.
caused its expulsion from the Soviet bloe, 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
threat of Soviet-controlled military power in Eastern Europe. Indeed, the 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-
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tion of the image of monolithic Communist solidarity, and it showed that a country
can successfully refuse to submit to domination by the Soviet Union.

These considerations are still valid and remain important to U.S. national
interest today. The significance of Yugoslavia's independence has not diminished.
As long as its example exists, the pressures on other Communist parties and
governments to seck similar advantageous solutions based on the exercise of
national independence will grow.

The continuation of nondiscriminatory trade treatment of Yugoslavia by the
United States is of fundamental importance in supporting the independence of
Yugoslavia. Such trade relations with the United States demonstrates to the
Yugoslav leadership and people, as well as to the other nations of Eastern Europe,
that the United States will permit normal trading possibilities to countries which
assert their independence from domination by international communism.

Nondiseriminatory trade is also essential to enable Yugoslavia to maintain its
exports to the United States so that it ean import from us and earn the dollars
required to meet its debt repayment obligations to the United States. Yugo-
slavia’s payments on dollar-repayable obligations will be well over $10 million in
each of the next several years.

The Soviet Union and other countries of the Soviet bloe are now, once again,
making a concentrated effort to improve economic and other relations with Yugo-
slavia. U.S. failure to continue nondiseriminatory trade treatment would
contribute to forcing Yugoslavia into greater dependence upon the Soviet-
controlled Communist countries and thus undermine our efforts to assist Yugo-
slavia to pursue an independent, unalined poliey.

B. POLAND

Poland has not achieved the degree of independence from Moscow that
Yugoslavia has. Nevertheless, since the events of 1956, Poland has attained a
large measure of autonomy both in internal affairs and in foreign relations.

After 1956, Poland reversed its policy toward collectivization of agriculture.
Today, 87 percent of the arable land of Poland is privately held.

A far greater degree of freedom of speech has been permitted in Poland since
1956, and intellectual activity remains stimulating and lively. Poland has
discontinued jamming broadeasts of the Voice of America and Radio Free Europe
and has participated in certain USIA programs by which American books and
periodicals have been made available to the people of Poland. Poland has also
ermitted relatively free emigration to the West and has regularly permitted

*oles to come to the United States to visit.

Finally, basic freedom of worship is possible in Poland today. Poland permits
religious education for children as well as a Catholic university and seminaries.
A number of religious holy days are observed as national holidays. While religion
remains anathema to the Communists, and the Gomulka regime has probed for
ways of bringing the church under some control, Catholicism in Poland remains
a potent force and an obstacle to complete Communist domination. The regime,
well aware that an all-out attack on the church would prejudice its beneficial
relationship with the West, must show restraint so long as there is anything to
gain in Poland’s relation with the West.

The United States and Poland have made good progress in resolving out-
standing financial and economic problems. Over the past 7 years the volume of
trade has grown and there are good prospects for steady growth in the future,

Nondiscriminatory treatment for Poland products permits that eountry to
earn dollars with which it can buy American goods and meet its substantial
financial obligations to the U.S. Government and to private American citizens.
Poland’s payments on these obligations have reached almost $11 million annually
and will increase to over $20 million in 1967. These debts include, among
others, the obligations arising from the settlement of claims of U.S. nationals
whose properties were nationalized in Poland, and the obligations to repay in
dollars for previous purchases of surplus agricultural commodities under Public
Law 480. Cutting off trade on the present nondiscriminatory basis would impair
Poland’s ability to meet these obligations. /

As a consequence of the Polish events of 1956, Secretary of State Dulles deter-
mined, for purposes of section 107 of the Agricultural Trade Development and
Assistance Act of 1954, as amended (Public Law 480), that Poland was not a
nation dominated or controlled by the foreign government or foreign organization
controlling the world Communist movement. Since that determination the
United States has kept the Polish situation under close and continuing serutiny.
In November 1961 Secretary of State Rusk reaffirmed the determination of 1956.
This is still our judgment today.
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CONCLUSION

Continuation of nondiscriminatory trade treatment for the products of Yugo-
slavia and Poland is important to our national interest. The maintenance of
commercial trade relations between the United States and these countries will
further the objective of encouraging and promoting their independence from
domination or control by international eommunism,

TrapeE oF INDIVIDUAL Sino-Sovier Broc Countries WITH THE
Free WorLp 1N 1962

Attached in alphabetical order are statistical tables on the trade of the coun-
tries of the Sino-Soviet bloe with the free world in 1962. The information is
given in the following form:

1. Dollar value of each country’s imports and exports with the free world
and what percentage of each country’s imports and exports free world trade
represented.

2. Value of each country’s imports and exports with its five most impor-
tant free world trading partners, plus the United States where the United
States is not among the top five,

3. Value of the 10 major commodities of import and export that the bloe
country traded with the free world.
Where available, all data have been taken from official free world sources.

COMMUNIST CHINA
Trade with ”fr'j’r'f'f‘ world, 1962

[Amounts in thousands of U.8, dollars]
Imports P b Lo NI S : b -~ 913, 405
Percent of total = s e, e Tl 58. 6
Exports 657, 447

Percent of total. .- i, 53 B R 12. 1

Trade with 5 most important free world countries
[Tn millions of U.8, dollars)

IMPORTS (F.0.B.) EXPORTS (C.1.F.)
Canada N 137. Hong Kong
Australia } . 97. 8| Malaya and Singapore
France : 43. 3| United Kingdom
Japan o 38. 5| Japan el
West Germany_______. : 31. 2] West Germany

Trade with the free world—10 major commodilies
[In millions of U.8. dollars]
IMPORTS EXPORTS

Wheat C W . 4. 5| Textile varns and fabrics, mainly
Textile fibers i 4t 78. 7 cofton
Cereals and cereal preparations Silver :
except wheat - . 3| Fruits and vegetables
Rubber, crude ok 44. 0| Rice___ £ X1k
Phosphate fertilizer ! Sovbeans x - e A
Chemicals, exeept fertilizer 26. 6| Live animals, meat, and me
Iron and steel and semimanu- preparations ;
factures. . .. _ 0. 2| Textile fibers, mainly silk
Textile yarns and fabrics s . 7 | Chemieals
Machinery - L Sugar and honey
(ils and fats w19 Tea_

r Department of State,
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CUBA
Trade with the free world, 1962

|Amounts in thousands of U.8. dollars]

Imports. .
Percent of total.

Exports._ .. <+
Percent of total. e

Trade with 5 most important free world countries

|In millions of 1.8, dollars]
IMPORTS (F.0.B.) EXPORTS (C.1.F.

United States__ __ 3. 4| Japan___

Canada - LA S i Moroceo _

J.lp:m . 3 : United huu‘dnm

United Arab Re pul)]w (Lg\ pt) . 8.2| United Arab Re ])uhlu- |[ upﬂ
United Kingdom_ ______________ . 3| Spain_. o

Trade with the free u'nr?.rf—-_‘»[ujur commodilies

[In millions of U.8. dollars]
IMPORTS EXPORTS

Food and beverages_ _ _ _ - M Food (mostly sugar)______ soe 89
Machinery and transportation Beverages and tobacco |mu-tt\
equipment === 1) rum) : 11
Chemicals : (1) | Miscellaneous—small quantities,
Manufactured LUI}liw S ) no details available RSt
Animal and vegetable fats______ (1) - —
Inedible erude materials exeept Total exports to free world _129. 1
(LT S . &3]
Fuels_ __ A3 PR R SR L |

Total imports from free l
world Lo 10000

I Commodities rank in this order of importance; no meaningful figures available,

CZECHOSLOVAKIA
Trade with the free world, 1962
[Amounts in thousands of 1.8, dollars)
Imports._______ S R i e D 2 = : e - 481, 241
Percent of total__ ._____ Sl e - K|

Exports - Sy T . 534, 047
Percent, of total. )

Trade with 5 most important free world couniries and the Uniled States

[In millions of U.8. dollars]
IMPORTS EXPORTS

West Germany 75. West Germany____

United Kingdom _____ -~ 39, 7| India

United Arab Republic :I,L\ptl z . 6| United Kingdom ____

\u-tn.j S e e T g L ) B Italy.
United Arab Re puhllc |] gypt) ...
United States
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Trade with free world—10 major com modilies

[In millions of U.S. dollars]
IMPORTS . EXPORTS

Iron, steel, and semimanufac- || Machinery, nonelectrie... ... -

WIres. .o It .- B8 8| Wood - - : .- 34.
Machinery, nonelectric__ . __ 52.8|Iron, steel, and semimanufac-
Chemicals. - e sin 42. § tures. . . 32, <
Cotton____ ——-__ 37. 4| Textile yarn and fabrics. 30.
Wool and other animal hair______ 22. 1 Transport (-qmnrru nt 28.
Iron ore and______._ = 18, 6 | Chemicals. : 26.
Hides and skins_ .. ____._ =t o ‘-'u;.,ur and honey 2 24. !
Meat and meat ]srmhu'h [ 16. 9| Coal, coke, and briquettes._ ... 24.
Rubber, crude and synthetie_____ 11 Glass, |_,]-1-.~\\ are, and pottery - 22.8
Fruit :uu! vegetables__ 10. 6 | Cereals and preparations (inelud-

ing malt) .. ot s - 16. 4

ALBANIA

Trade with the free world, 1962

|Amounts in thousands of U.8. dollars]

Import'-
Percent of total_
D8 xports =
Percent of total

Trade with 5 most important free world countries and the United Stales

[In milllons of U.8. dollars]
IMPORTS (F.0.B.) EXPORTS (C.I.F
France. 4. ]MI\ o
Canada,. i~ - Rt ] 2. 8| United |\|||].|rln|n 2
| £ e S e : United States
West Ge rllrm\'._ Wi owaces L O JApRD ..
United Kingdom_ ... __ : West Germany

United States_.
Trade with free world—10 major commodities
[In millions of U.8. dollars]

IMPORTS EXPORTS
Wheat % : . 6| Cotton..
Chemicals._ _ . 6| Petroleum- ...
Iron and steel prmlm ts. . 4| Chromium ore.
Petroleum products._. . +2| Food
Crude materials___ Mgl 1Y P ] Wool and other anim: al hair_

Vegetable oils____ A y Hides and skins.
Textiles A h ; Pitch

BULGARIA
Trade with free world, 1962

[Amounts in thousands of U.8. dollars]
122, 241
Percent of total trade_ _____ 17. 9
Exports. . .. A ) . e 126, 446
Percent of total trade et L S =% g 19. 1

Illl]]()rt‘-. L
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Trade with

[In million of 1

IMPORTS (F.0.B.)
West Germany - -
Austria
Italy
""\r
France

United States____ = s .{

Trade with free

{In milllons of

IMPORTS

Iron and steel semimanufactures
Cotton

Chemicals B0
Nonelectric tuw'nm]\ o
Nonferrous metals____ :
Cereals and prepared edibles. .
Crude materials

Electric machinery . _

Manmade fibers =

Fruits and vegetables

EAST

world

& maost important foreign couniries and the United States

J.8, dollars]
EXPORTS
West Germany
Italy-..
United Kingdom _
| France
Austria
United States.

10 major commodities

1.8, dollars]

‘ EXPORTS

Fruits and vegetables. __ e L

Tobacco and tobacco
tures £ - - -

Dairy products___. oo

Live animals, meat, and meat
pru:riml-\ _______________ A

Chemicals____

Oilseeds .mfl oil nut kernels._

Pulp and waste paper.

Textile and yarn_

Nonferrous metals and manufac-
tures._ el L4

Iron and steels__

manufae-

10.

GERMANY

Trade with free world, 1962

[Amounts in thousands of U.8, dollars]

Imports :
Percent of total

Exports ey
Percent of total_ e

Trade with § most important free world countries and the United Stales

[In millions of U

IMPORTS (F.0.B.)

West Germany.__
Sweden

.3, dollars]
] EXPORTS (C.1.F.)

\\ est Germany.
| United Arab Re ]ml lic il,;\]\I)

228 6

United 1\|1||.Jiu|n _ : .- 26. '# Austria_ _ _ .
Denmark. .. _ oo oo 3. 0| United Kingdom __
India = : . 9| Netherlands
United States- . 7 | United States.
’)‘”rl‘f'l'lt: ”'l‘i."!’l’f

with free 10 magor commaodilies

[In millions of U 8, dollars]

IMPORTS | EXPORTS
including fertilizer
Coal, coke, and briquettes o
Machinery, nonelectric

Petrole IJIl;r]’n(]IH‘*- . o
Textile varn and fabries

r and honey

17. 6| Machinery, electrie

Iron and steel and semimanufac- ('l'lr-mic.-':].d.
tures 110,
Meat and meat produets_._ 2 41. |
Machinery, nonelectric. : 33.5 |
fibers i ) T

-"II s

Textile
Railway vehicles and ships
Fish and fish preparations - - -
Fruits and vegetables Ll 17. 4 | Iron, steel, and semimanufactures.
Beverages and 1“}”:(-“_ 17. 1| Cereal and prep tions
Machinery, electric 15. 7| Transport equipment_ _

Hides and skins_ _ _ ] 9. 6
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HUNGARY
Trade with free world, 1962

[Amounts in thousands of U.8, dollars]

3oy e e e T T LS A el SO RS R e 262, 872
Paroant Of Total: e e o L e e e e e 20.7

ety e e SRe DRSS LTI SR e DR R e 246, 490

Percent of total 28 3
Trade with & most important free world couniries and the Uniled Stales

[In millions of U.8. dollars]
IMPORTS (F.0.B.) EXPORTS (C.I.F.)

West Germany__ 49. 5| West Germany
Austria 28. 2| Austria

Eranve. St oo Tl o o0RO0C 28. 0| Italy._

Ttaly___ 23. 2| United Kingdom
United Kingdom _ : ’ (i "h\ilzf-errl
United States._________

Trade with free world—10 major commodilies

(In millions of U.S. dollars]
IMPORTS EXPORTS

Machinery, nonelectric...-- 33. 5| Live animals, meat, and meat
Chemicals_____ . 6 producte. - . oot at oo
Textile fibers_ . _ ____. . 5| Iron, steel, and semimanufactures. 2
Iron, steel, and semime mufactures. 19. 8 [ Fruits and vegetables
Textile yams._ « - ccccacso- . 2| Textile yarns and fibers_________
Coal, coke, and petroleum prod- Machinery, nonelectrie
ORI T Chdmicals: - o st et e
Oils and fats. Petroleum produets. . - - .- __

(
0

Hides and skins__ . ) s ., 2| Clothing and footwear
0

Machinery, electric. . Transport equipment
Cereals and pre IJ.lf.lI]‘)]J“ . 7| Sugar and honey

NORTH KOREA
Trade with the free world, 1962

[Amounts in thousands of U.8. dollars]
]m}mrts
Percent of total
I,\|mrt~._ 5
Percent uf total

' Not avallable,

Trade with 5 major free world trading pariners

[In millions of U.S. dollars]
IMPORTS (F.0.B.) EXPORTS (C.I.F.)
Japan____ g b T I TR I B WIS <
West Germany._.._- . g ; 3 India
Finland____ .4| Hong Kong...
United Arab Htpl:hlu (Lg\pt)____ . 3 | United Kingdom_.
India_..----- . 1| Italy

30-642—04—pt. 1—17
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Trade with the free world—10 major commodilies

[In millions of U.8. dollars)
IMPORTS EXPORTS

Iron and steel tubes and pipes.._._ 1. 3
Chemicals . 7| Pig iron
Pig iron and ferroalloys 5
Wheat flour )
Manufactured textiles, yarn, fabrics .5
Crude manmade fiber .4
Iron and steel wire, netting and

structural parts 4
Tires and tubes 3

and pharmacy

OUTER MONGOLIA
Trade with the free world, 1962

[Amounts in thousands of U.S. dollars)
Imports
Percent of total
Exports
Percent of total
1 Not avallable.
Trade with 5 major free world trading partners

[In millions of U.8. dollars]

IMPORTS (F.0.B.) EXPORTS (C.I.F.)
. 1| United States
. 1| West Germany
. 1| Belginm-Luxembourg
(Total only $364,000; remainder France
scattered in small amounts among
a few countries.)

Trade with the free world—major commaodilies

[In millions of U.8. dollars]

Tirea andtubes e . Lo oo 0% . 08| Cashmere goat hair
. 03 | Other fine animal hair
Watches and cloeks__...._._....__. .03| Horse hair

Unspecified fertilizers and minerals_ 1. 7

AL

Unspecified metal scrap and ore_. -
Unspecified metal manufactures_ . _

o T B

Plastic materials a Fur skins, undressed._. ... _._._.

Electric machinery - Hides and skins, undressed
Manufactured metals__ ... ______ . Other animal products

(Other commodities very small.) (Other commodities very small.) .

POLAND
Trade with free world, 1962
[Amounts in thousands of U.8. dollars]

Exports
Percent of total

Trade with 5 most important free world countries
[In millions of U.8. dollars]
IMPORTS EXPORTS

United States . 5| United Kingdom
United Kingdom . 3| West Germany
West Germany . 7| United States

668, 220
36. 8
649, 709
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Trade with free world—10 major commodities

[In millions of U.8. dollars)

IMPORTS

Cereal and preparations

Chemisall: vosunsssnndedsaniis 40,

Iron, steel, and semimanufactures_ 39.

Nonferrous metals and manufac-
A e 0 LT SRS

Machinery, electric

Transport equipment 27.

Rubber, erude and synthetic 22,

PR R A 16.

36.
31.

EXPORTS

Coal, coke and briguettes_.._._. 103.

Meat and meat produets_.___._ 93.

Dairy produects

Iron, steel, and semimanufac-
faobares oo s TR rin 43.

(6771 N S e iy

Sugar and honey

Wood

Live animals
Textile yarn and fibers_________

SO~ O

RUMANIA

Trade with the free world, 1962

[Amounts in thousands of U.8, dollars]

Imports
Percent of total

EpOries s ot e e e

Percent of total

286, 149
33.5
241, 930

Trade with 5 most important free world countries and the Uniled States

[In millions of U.8. dollars]

IMPORTS

West Germany 82. 1
37. 3

25. 6

United Kingdom
Frane , 6
5. T

.8

EXPORTS

West Germany

Ttaly

e 1TV e R 1 e S 22,
United Kingdom 19,
Austria______ 13.
United States. - e oo eeee e

Trade with free world—10 most important commodities

[In millions of U.S, dollars)

IMPORTS

Machinery, nonelectrie

Iron, steel, and semimanufac-
AT TR L PN SREL S S 30. 6

Machinery, electric

Chemicals

Textiles

Rubber, crude and synthetie..__

Manmade fibers_. - _-___.

Ships and boats

Hides and skins

EXPORTS
Petroleum products_ ... ____

Cereals, mainly corn

Sugar and honey

Live animals, meat, and meat
BRGAANtE A e s

Iron, steel, and semimanufac-
[ty I S LR o R R S

Chemicals

Fruits and vegetables

Dafrvy produsts . .- coococaaia

U.8.8.R.
Trade with free world—1962
[In thousands of U.8. dollars]

Imports

Percent of total
Exports

Percent of total
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Trade with 5 most important free world countries and the United Stales
[In millions of U.8. dollars]

IMPORTS

West Germany

United Kindgom

Japan

Franoo.i b be b Some U Xn s

Malaya and Singapore. ... 110. 6
20. 1

Unitad ' Staten . . e v A

EXPORTS

United Kingdom
West Germany
Ttaly

United States_. ... ... 16.

Trade with free world—10 major commodities

[Tn millions of U.8. dollars]

IMPORTS

Machinery, nonelectric
Iron, steel, and semimanufac-

b1y, W 0 R it Lyl

Textilo fibers. o oo s 187.

Rubber, erude and synthetic....

Ships and boats

Machinery, electric

B e [ e e L S SRR L

Textile varn and fabries

Coffee, cocoa, and tea_____.____

Nonferrous metals and manufac-
EITRRE o i b e e e = = e s

EXPORTS

Petroleum, erude and products__. 385, :

o £ R S R e O SE 236, 7

Iron, steel, and semimanufac-

7Ty S| e N TGN T R 176.
Cereals, main wheat 129. -
Machinery, nonelectric 121. §
Coal, coke, and briquettes_____. 114,
Nonferrous metals and miscella-

neous manufactures. ... ... 4.
Textile ibers. v incivnssnmata 54,
Chemicals 51,
1 ST st B e 48,

NORTH VIETNAM

T'rade with the free world, 1962

[In thonsands of U8, dollars]

Imports______
Percent ¢

T s e e

Percent of total

Trade with 5 major free world trading partners

[In millions of U.8. dollars]

IMPORTS (F.0.B.)
8 4T e SR S, i SYLIEEL I S
France 2.

Malv=ro st NG AT I M

Malaya and Singapore..... ... 1
Sudan

EXPORTS (C.1.F.)

4| Japan______

Trade with the free world—10 major commodities

[In millions of U.S. dollars]

IMPORTS

Wool and hair yarn and manu-
VAT g el MRl e

Cotton yarn and manufactures. ...

Nitrogenous fertilizers. ... .-

Natural rubber, erude

Leather and leather goods. ...

Manmade fibers, finished

Raw cotton

Organic chemieals______________

Manmade fibers, erude

Animal and vegetable oil

EXPORTS

Coaland coke.__ oo 15. §
Cement
Inedible erude materials (except

Manufactured goods (other than
those specified)

Sugar

Foods (other than those speci-
fied)

Fruits and vegetables__________

Live Animele s s a e

Essential oils, perfumes, and
flavoring
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DEePARTMENT OF STATE REsEaArRcH MEMoRANDUM, FEBRUARY 27, 1964
] »

Sovier Trape Wirn tue FrEe WoRrLp

Foreign trade ia an important instrument of Soviet foreign policy. This
study reviews U.S.5.R. trade with the less developed and developed countries of
the free world. It also refers to Soviet trade with the Communist nations of
Eastern Europe and Asia, and with Cuba. While this study is based on official
Soviet data for 1962, its major purpose is to present the data in relation to current
trends in Soviet trade.

Abstract

Soviet trade with the free world increased by 10 percent in 1962 to about
$3.7 billion, a rate of growth not significantly different from the average rate of
change of recent years.! Imports from the free world were $1.9 billion, and
exports totaled $1.7 billion. Preliminary indicators of Soviet trade with the free
world in 1963 suggest that it probably did not exceed $4 billion—though it is
likely that the trade deficit, at least on convertible currency account, increased
markedly. Total Soviet trade turnover, the Soviets have revealed, rose by about
5 pereent in 1963—to about $14 billion—a less rapid rate of expansion than in
recent years.

Soviet foreign trade with the free world eountries has been marked by efforts
to obtain capital goods and equipment from the industrialized countries and
simultaneous expansion of exports of equipment and machinery to the less
developed countries, While much of the Soviet exports to the less developed
countries has been financed under Soviet credits, much of Soviet imports from
the industrialized West has been obtained on credit terms,

Soviet trade with the East European countries has grown recently, as the
U.5.5.R. has sought additional equipment for its own investment programs.
The role of CEMA in the growth of Soviet-East European trade appears to have
been a minor one so far. Soviet trade with Communist China has been sharply
curtailed as the Sino-Soviet dispute has continued and the economy of Communist
China has remained il'l a depressed state. The greatest attention was focused
on Cuba, where the U.8.5.R. is making a strong effort to give the Castro govern-
ment the trade support necessary for its survival.

The prime motivation of Soviet policy in trade with the developed countries
of the free world econtinues to be the acquisition of tcclmolm;\' and equipment.
Imports of machinery from the West increased 25 percent in 1962 and orders
from Japan were nearly tripled. Trade policy in the less developed countries
continued to be synchronized with Soviet aid programs, and the two in turn
with Soviet political objectives.

Significant changes in the commodity strueture of Soviet trade were (1) a
decline of grain imports to an almost negligible quantity during 1962, and (2) a
2l-percent increase in machinery exports, which had declined 15 percent in 1961
when shipments to Communist China were cut back. Imports of machinery
increased 29 percent. Soviet exports of petroleum continued to increase in 1962
but at a less rapid rate; petroleum and petroleum produets together now account
for about 11 percent of Soviet exports.

During 1962 the Soviet export surplus increased to $585 million, over three
times that of 1961. Soviet reporting of foreign trade does not give an adequate
deseription of the distribution of the trade surplus. It would appear, however,
from the information given, that 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 industrialized West, (4) a surplus with most of the developing
countries offset by a deficit due to rubber imports from Malaya, and (5) a large
surplus with Cuba. The deficits in the industrialized West, combined with large
outlays for chartering Western shipping, have compelled the Soviets to eontinue
lﬁ.{rge—s :ale sales of gold and to seek additional credits on longer terms from the

‘est.

Soviet total trade turnover in 1963 probably exceeded that of 1962 by a smaller
percentage than that of 1962 over 1961. Because of the severe decline of wheat

i Statistical data for 1062, as well as for earlier years, are from the oflicial publication of the U.8.5.R. Min-
istry of Foreign Trade, Vneshnyaya Torgovlya. The 1962 edition was published in August l‘h.s and be-
came available in the West soon thereafter. The publication for 1962, as for previous ye provides com-
prehensive data on the geographical pattern and commodity composition of Boviet trade. Stich comprehen-
sive data for 1963 are not yet available. Data cited for 1063 in this paper are based either on a!!l{&al but

undetailed, statements of the Soviet Government or on preliminary statistical materials collected by customs
officials in the free world.
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production in the U.S.S.R., imports of wheat grobabl_v amounted to almost 3
million tons during 1963 and exports were probably considerably less, thereby
turning the U.S.S.R., normally a net exporter of grain, into a net importer,
Earlier orders for Western machinery and equipment were being filled at an
increasing rate, and it appeared at the end of 1963 that substantial new orders
would be placed in the West during the next several months. Trade with the
member countries of CEMA probably increased moderately, possibly not at all.
While exports to the less developed countries probably rose substantially in
1963, it appears improbable that imports from these countries increased to a
similar degree. Imports from Cuba declined in value perhaps as much as 50
percent; exports were probably about at the 1962 level.

I. SOVIET FOREIGN TRADE POLICY

Foreign trade is a state monopoly in the Soviet Union and is wielded as an
important instrument of national policy. Prior to World War II the Kremlin
was obsessed with minimizing its vulnerability to economic pressure from the
West and with insulating its planned economy from the business cycles of the
outside world. Exports were offered on free world markets in sufficient volume
to finance imports required to meet planned goals, and imports of capital goods
were planned with a view to reducing the future need to import. In some cases
imports of machinery and equipment were used for prototypes. Having a rigidly
planned economy with a limited range of competitive exports, the Soviet Union
favored a bilateral framework for the conduct of trade.

In the postwar period, and particularly since the death of Stalin, new circum-
stances and new directions in Soviet foreign policy have been accompanied by
gome modifications in Soviet foreign trade policy. Emerging from the war
with a newly acquired string of East European satellites, Stalin at first merely
expanded somewhat his defensive and xenophobic theories on foreign trade and
forged the East European countries into what he called “‘the parallel market of
the Soecialist world.” This involved a radical shift of the economic ties of the
Eastern European countries from the West to the East, which served several
Soviet objectives: (1) Initially it facilitated the postwar construction of the
U.S8.8.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
consolidating the Eastern European economies under the Soviet hegemony; and
(3) it was expeeted to aggravate and expedite the “inevitable crisis of capitalism”
by depriving the West of Eastern European markets.

Toward the end of the Stalin era, Soviet reconstruction had been accomplished
and Bast European economic ties with the West had been largely eliminated.
But the problem of dealing with the economic requirements of Communist China
and the appearance of serious internal difficulties in Eastern Europe required a
reappraisal of Soviet economic policy toward East Europe. Furthermore, Soviet
foreign policy in the less developed countries began to shift 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 competition”
strategy, called for a more sophisticated approach to trade with the developed
countries of the free world. Such a policy would provide for the Soviet acqui-
sition of Western technology on a continuing basis and also might provide the
Soviet Union with toeholds for political leverage.

The Soviet Union now makes more flexible use of foreign trade in implementing
its policies, The pursuit of economic self-sufficiency is still a major factor in
Soviet trade with the free world, particularly with the developed countries. But
this is now tempered by increased Soviet self-confidence vis-a-vis the West and
by the Soviet courtship of the less-developed countries. In order to make closer
association with the Soviet Union look more attractive to the newly emerged
nations, it is in Moscow's interest for the Eastern European countries to show a
rapid rate of economic development. The metamorphosis of CEMA (Committee
for Mutual Economic Assistance) into a meaningful multilateral organization
integrating the economies of Eastern Europe for dynamic and efficient growth
(a goal which is not likely to be attained in the near future) could also enhance
the image of the Soviet bloc? as a commonwealth beneficial to all members, an
jmage which the Soviet Union wishes to project in the less developed areas.

* In this paper the terms “Soviet hloc" or “Soviet area” refer to the U.8.8.R., Hungary, Bulgaria, Ru-
mania, Czechoslovakia, Poland, and East Germany. The term “Eastern Europe” refers to the Soviet
bloc minus the U7.8.8.R.

The terms “*Asian bloe,” *““Aslan Communist countries™ or “Aslan Communist area’ will refer to Com-
munist China, North Korea, and North Vietnam 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 assistance under long-term
credits, this represents a drain of capital away from the urgent requirements of the
Soviet and satellite economies. Such credits may be held below the optimum
level (in terms of Soviet political gain in the less developed countries) in order to
conserve foreign exchange, and Soviet assistance may take the form of trade deals
in which the U.S.8.R. accepts the commodities that the less developed countries
can offer, often in return for Soviet manufactured goods that may be priced higher
than those of other developed countries.

1. TRENDS IN SOVIET FOREIGN TRADE
A. Trade volume
According to official Soviet statisties,! Soviet trade turnover amounted to $13.4
billion in eurrent prices in 1962, a 14-pereent inerease over the $11.8 billion of the
previous vear.? Asshown in table 1, the growth of Soviet trade turnover in recent
vears has been irregular.

Tasre 1.— Total Soviet trade turnover, 1956-62

1962

| 1955 | 1056 ‘ 1057 ‘ 1958 ’ 1959 ‘ 1960 1961

Millions of U.S. | | [
prices..._._. e [ 6,5 11,831 |
10 x [}

Percent increase 5 ¥ | 6|
| | | |

13, 4834
14

! Source for this and other statistical tables in thiszp:;per: “Foreign Trade of the U.8.8.R., a Statistical
Review,"” for the respective years, published by the Ministry of Foreign Trade, Moscow.

* The *'Statistical Review of the Foreign Trade of the U.5.8.R."" gives figures for the total Imports and total
exports of the U.8.8.R, Italso gives a breakdown of these imports and exports on a country basis. Nor-
mally the figures supplied in the breakdown, when added, do not equal the total teade figure. For 1962 the
totalof the figures supplied in the country breakdown of exports comes to $6,581,000,000 or only ¥4 percent of
the figare given for total U.8.8.R. exports. On the imports side the figures given in the country breakdown
and the total figure are more consistent,

In the years prior to 1962 the discrepancy between the figure given for the total of U.8.8.R. exports and the
total arrived at by adding together the figures supplied in the country breakdown has been in the vicinity of
$100,000,000, about 2 percent of the total figure. But during 1962 this discrepancy moved upward to
$462,000,000, roughly 6 percent of the total export figure. The small import diserepancy remained the same
as that of the previous vear. This suggests that during the year 1962 something (perhaps gold or military
items) was included in the total figure for U.S.8.R. exports that was not illL'llIdt‘ﬁ previously. As the table
shows, the increases in U.8.8.R, exports and total trade turnover for 1062 over 1061 are somewhat less when
the discrepancy between the total and country-hy-country total are discounted.

A signiflcantfactor in the irregular growth of Soviet trade in recent years has been the fluctuation in S8ino-
Soviet trade, which increased sharply in 1950 but declined in 1960 and dropped drastically in 1961, partially
owing to the developing ideological split between the Soviet Union and Communist China. The decline
in 1962 was 18 percent, bringing Communist China, whose share amounted to 15 percent of the total Soviet
trade turnover in 1960, to only 8 percent by the close of 1962, Tatal Soviet trade with all conntries excapt
Communist China showed a more even development, increasing by 18 percent in 1959, 13 percent in 1060,
14 percent in 1061, and 17 perc in 1962,

n terms of constant unit prices as given in officinl Soviet trade statistics, Soviet forelgn trade turnover
Increased by 15 percent in 1062, compared to an increase of about 8 percent during the previous year, Ex-
ports rose by 16 percent and imports by about 12 percent. Total trade turnover in terms of constant unit
prices Increased about 122 percent between 1955 and 1962,  See the following table:

[In millions of current U.8, dollars]

Country-by- Discrep- Percentage
country total ancy increase over
previous year

gy e e e SRR PR L e el = 13,485 (13, 022) 4 14 (11)
11,831 (11, 700) 4

| 00/ PRIt e S S | s SR 2 D i 7,085 ( 6,581) 17 (12)

5,008 ( 5 8768)

e | PR SR AR PR AT L S 6,450 ( 6,441) 11 (11)

5,832 ( 5,823)
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TanLe 2—Indez of physical volume of Soviel foreign trade, 1955-62

[Preceding year equals 100]

1956 \ 1957 I 1960 i 1961 | 1962

126 106 106 115
132 101 110 116
121 110 102 112

B. Geographical distribution

Trade with the free world.—Soviet trade with non-Communist countries in 1962
amounted to $3.7 billion, accounting for 28 percent of total Foviet trade turnover.
Free world developed countries accounted for 18 percent of the Soviet total, and
the less developed countries accounted for 10 percent.

Soviet trade with the developed countries of the free world increased slightly,
to 18 percent of the total Soviet trade turnover in 1962 from 17 percent in 1961.
The United Kingdom and West Germany remain the U.8.8.R.'s leading trading
partners, accounting for almost 5 percent of Soviet trade. Soviet imports from
the United Kingdom in 1962 included equipment and machinery totaling $61
million, among which was $22 million in equipment for food and light industries
and $18 million in equipment for chemieal industries. U.S.8.R. imports from
West Germany included $59 million in machinery and equipment, $77 million
in steel pipe, and $97 million in steel.

Finland and France increased their trade with the U.S.8.R. in 1962 by 40
percent and 19 percent, respectively. France exported $87 million in machinery
and equipment to the U.R.S.R. Finland exported $141 million in machinery and
equipment to the U.S.8.R. including $45 million in equipment for the paper and
pulp industry and $74 million in marine and fishing equipment.

During 1962 Japan's share of the total Soviet trade turnover inereased, though
it is still less than 2 percent. There are prospécts for a significant increase in
trade. During 1961 a delegation of Japanese businessmen visited the Soviet
Union and returned with a contract to sell ships and port equipment worth $06
million to the Soviet Union in 1964-65. The Japan-Soviet trade agreement
signed on February 5, 1963, set the target for a total value of exports and imports
at about $700 million in 5 vears, exceeding the target of the previous agreement
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 contracting countries. Japanese imports of erude oil from the
U.8.S.K. decreased from 2.2 to 2.1 million tons in 1962. Japan has shown a
reluctance to accept significantly larger amounts of Soviet oil. An obstacle to
Japanese-Soviet trade has been a dearth of Soviet commodities appropriate to
the Japanese market.

Trade with the United States, amounting to $44 million in 1962, according
to Soviet data, dropped from $75 million in 1961 and amounted to less than one-
half of 1 percent of total Soviet trade turnover. (U.S. Department of Commerce
data show that United States-Soviet trade amounted to $36 million in 1962.) 2

During 1962 Soviet trade with the less developed countries of the free world
(i.e., exeluding Cuba) increased by 10 percent to 51,209 million. Soviet political
interest in these countries continues, and some of this trade is made possible in
part by the utilization of Soviet credits. Soviet exports of machinery to the
less developed countries increased by 19 percent to $296 million in 1962. The
increase of Soviet exports of machinery and equipment to the less developed
countries in recent years may represent, in part, a diversion of these items from
Communist China.

India overtook the United Arab Republic as the leading less developed trading
partner of the U.S.S.R. during 1962. Indian trade with the U.8.8.R. amounted
to a total turnover of $197 million, which included $78 million of machinery
exports from the U.S.8.R. to India and $18 million of tea imported from India.
A considerable amount of this trade was finaneed by Soviet long-term credits
which provided for project development in India. Soviet trade with the United
Arab Republic was down from $205 million in 1961 to $176 million in 1962.
U.S.8.R. exports of machinery and equipment to the United Arab Republic
continued to increase to $59 million, of which $42 million consisted of equipment

3 There are often discrepancies between the trade figures of different countries because of different means
of recording trade statistics.
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and materials for complete enterprises. The decline in Soviet-United Arab
Republic trade was the result of a reduction in United Arab Republic cotton
exports to the Soviet Union from $94 million in 1061 to $64 million in 1962.

Although trade between the former Malayan Federation and the U.B.8.R.
dropped slightly to $163 million in 1962, Malaya still counted as an important
trading partner with the U.S.8.R. While the U.8.8.R. exported only $2 million
of goods to Malaya, it imported $161 million in natural crude rubber from Malaya.

Trade with African countries other than the United Arab Republic decreased
to $110 million during 1962. These countries account for only 0.9 percent of
the total U.S.8.R. trade turnover. Ghana and Guinea continued to be the most
important trading partners among this group. Soviet exports to Guinea, valued
at $20 million, included $2 million of petroleum products, $2 million of cotton
textiles, and $10 million of machinery and equipment. Soviet exports to Ghana
amounted to only $10 million while the U.S.8.R. imported $17 million of cocoa
beans. Soviet trade with Sudan amounted to $21 million, including $10 million
of cotton fiber exported from Sudan to the U.S.S.R.

Trade with East European countries—During 1962 trade with Eastern European
countries as a whole amounted to nearly $7,559 million, accounting for 56 percent
of the total Soviet trade turnover in that year as compared with 53 percent in
1960 and 55 percent in 1961. East Germany, Poland, and Czechoslovakia all
increased their trade turnover with the U.8.8.R. by about 17 percent.

The share of CEMA countries (the U.8.8.R., Czechoslovakia, Poland, Hungary,
Rumania, 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 probably due in part fo a redirecting of trade caused by the
continuing decline in Sino-Soviet and 8ino-CEMA trade during 1961-62,

Recent developments in Eastern Eurpoean economic integration may have some
effect on the direction of Soviet trade in the future. Discussions of developments
in the Common Market suggest that a more realistic appraisal of the successes of
the Common Market now prevails within the Soviet countries. This could
stimulate determined Soviet bloe efforts to deal with the challenge of the Common
Market and with the problems resulting from the Common Market action affecting
the importation of Soviet bloe goods.

On the other hand, stumbling blocks built into the Communist system, as well
as the political obstacle represented by the reluctance of the East Kuropean
leaders to go too far along the road of interdependence, can be expected to operate
against rapid progress toward Soviet bloc economic integration. In October
1963, the CEM A members signed an agreement providing for clearing in converti-
ble rubles and the establishment of an “international bank for economic coopera-
tion.” The bank will act as a clearinghouse and bookkeeper for the members
of the CEMA. It remains to be seen whether this development will affect
Soviet bloc trading patterns or significantly contribute to the integration of
Eastern Europe and the U.8.8.R, It is by no means certain that increased
Soviet bloe integration would necessarily involve a significant redirection of Soviet
trade. The natural tendency of the Soviet Union, as a powerful country with
rich resources, is to develop all branches of industry, and as a result much of the
integrating effort of the CEEMA has its most pronounced effect on relations between
the countries of Eastern Europe rather than relations between the U.S.S.R. and
Eastern Europe. Finally the Soviet Union must consider the requirements of
its political policies in other areas, particularly among the less developed countries
of the free world.

Trade with the Asian Communist counries—The Asian Communist area consists
of Communist China, North Korea, North Vietnam, and Mongolia. All members
except Mongolia tend to follow the lead of Communist China. The amount of
trade between the Asian Communist area and the UU.8.8.R, has declined at almost
the same rate as Chinese Communist trade with the U.8.8.R.—from 18 percent of
the U.S.S.R. total in 1960 to 9 percent in 1962—reflecting the importance of the
Chinese Communist trade. Nevertheless, the three other Communist countries
in Asia have increased their trade with the U.8.8.R. in the past 2 years, in total
by 46 percent. Communist China’s decreasing trade with the Soviet Union is
due partially to the ideological dispute between the two regimes and also to the
fact that since the collapse of the “great leap forward” the Chinese have not
desired to purchase the large amounts of machinery from the U.8.8.R., or from
other countries in Eastern Europe that formerly composed a conside rable amount
of their imports.

In the future Communist China will probably turn more to the West for ma-
chinery and equipment. It cannot be determined at present whether, or to
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what extent, North Korea and North Vietnam will follow Communist China's
course. It is likely that Mongolia will become increasingly associated with the
members of the CEMA.

Trade with Cuba.—According to official Soviet trade statistics, U.S.8.R. trade
with Cuba grew from a total of $175 million in 1960 to $509 million in 1961 and
$604 million in 1962. Cuba’s trade surplus with the U.S.8.R.—$25 million in
1961—was reversed during 1962, when imports from Cuba mounted to $234
million while exports to Cuba amounted to $370 million. The growing trade
deficit of Cuba with the U.8.8.R., almost $137 million for the year 1962, was a
consequence of U.B.5.R. support for the Cuban economy.

Sugar is Cuba's major export to the U.S.8.R. During 1962 the U.8.S.R. bought
$204 million worth of sugar from Cuba at a price about 1 cent per pound above
the world price prevailing during most of {g;.t vear. The world price of sugar
rose to 8.5 cents in 1963, and the price the U.S.8.R. was paying increased to only
6 cents per pound; for several months Cuba has been selling sugar to the U.S.8.R.
at a price lower than the world price. The volume of sugar imported from Cuba
dropped drastically in 1963 to about 1 million tons.

U.S.8.R. exports to Cuba for the year 1062 included $93 million worth of
machinery and equipment (of which $11 million was equipment and materials for
complete enterprises), $40 million of crude petroleum, $16 million of petroleum
produets, $21 million of lumber and cellulose paper products, $24 million of
grain, and $30 million in meat and dairy products and animal fats.

C. Commodities

In the commodity structure of Soviet trade, machinery and equipment, ore,
iron and steel, textile raw materials, and food play an important role in both
exports and imports, as shown in table 3. In addition, rubber, textiles, and
clothing are important imports, and petroleum and wood are important exports.

Machinery and equipment.—Soviet exports of machinery and equipment in-
creased 21 percent in 1962, to 17 percent of the total 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 machinery and equipment to China,
which has since been partially 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
machinery 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 percent of Soviet machinery exports consisted of complete indus-
trial installations. Other important items in this category include tractors
and agricultural machines, motor transport and garage equipment, laboratory
and medical equipment, and civil aircraft and equipment.

Machinery and equipment accounted for 35 percent of Soviet imports in 1962,
an increase of 29 percent over 1961. Equipment for food and light industries,
the paper and pulp industry, the chemical industry, and transportation, as well
as ships and marine equipment, constituted the most significant types. Imports of
transportation 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 countries, among which the leading exporters
to the U.S.8.R. were France, Finland, Japan, the United Kingdom, and West
Germany. During 1962 machinery and equipment imports from Japan in-
creased 174 percent and those from Finland increased 108 percent while imports
from the United Kingdom, West Germany, and France declined. The East
European countries accounted for 72 percent of the machinery and equipment
exports to the U.S.8.R., with East Germany ($608 million) and Czechoslovakia
($454 million) delivering the greatest quantities.

The Soviet Union is net importer of machinery and equipment. As a result
of the decline in shipments to Communist China and increasing Soviet domestie
needs, net imports in this category rose rapidly from $534 million in 1960 to $774
million in 1961 and $1,070.4 million in 1062. Increases of over 20 percent in
shipments from the Eastern European countries and the free world also con-
tributed to the rising net imports of machinery of the U.8.S.R. Astable 5 shows,
during 1962 Soviet imports of machinery and equipment from the countries of
the free world were over 125 percent of the exports of Soviet machinery and
equipment to the less developed countries of the free world and the Asian bloc.
During 1961, in contrast, such imports were balanced by Soviet exports to the
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less developed countries and the Asian Communist countries. TImports from the
East European countries still remain the single most important factor in net
Soviet imports of machinery and equipment.

TasLe 3.—Commaodily structure of Soviel trade, 1962
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TasLe 4.— Distribution of Soviel exports of machinery and equipment, 1960-62

1960 | 1961 |

100. 0 | 100. 0 100. 0

L
i 36.0 | 48.0 |
| 50,0 | 19.0
.0 0|
| |
|

;n‘uu! u:uum- B
12.0

countries.

..'iU|

2.0 5.0 |
- it - 20 6.0 |

Indonesia. ... ........ B : o5 - 2.0
To Cuba___. - G e e e AP g a . .6 6.0




EAST-WEST TRADE

TasLe 5.—=Soviel lrade in machinery and equipment, 1962
[In millions of dollars]
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TaABLE 6.—Soviet trade in food, 1961 and 1962
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TaBLE 7.—Soviel food imports from Communist China, 1958-62

1958 1959 | 1960 ‘ 1961 | 1962
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1 The U.8.8. R. exported 104,100 tons of wheat and 246,900 tons of rye to Communist China in 1962,

Food.—Soviet imports and exports of food rose slightly during 1962, accounting
for 11 percent of Soviet imports and 13 percent of Soviet exports as compared
with 13 percent of each in 1961. In terms of current prices exports exceeded
imports more during 1962 than during 1961. Some principal imports were
fruits and vegetables from Bulgaria and Communist China; sugar from Cuba;
coffee, cocoa, and tea from India, Brazil, and Ghana; and meat and milk products
from Communist China and Poland. Imports in all these items except sugar
increased during 1962. Imports of grain went down from $46 million to $4
million. Imports of rice rose from $3 million to $45 million. Exports of grain
increased from $474 million to $529 million, the largest quantities going to East
Germany and Czechoslovakia. Exports of meat and milk products also in-
creased significantly. Food deliveries to the Soviet Union from Communist
China deelined drastically, from $2090 million in 1958 to $16 million in 1961, but
increased to $38 million during 1962. As shown in table 7, deliveries of wheat,
soybeans, livestock, and vegetable oils from China declined to negligible amounts,
while deliveries of rice and fresh fruits from Communist China accounted for the
increase during 1962,

Petroleum.—An important earner of foreign exchange in the past, petroleum
has playved an increasingly important role in Soviet exports since 1955. During
1962 petroleum and petroleum products together accounted for 11 pereent of the
total value of Soviet exports. Although this percentage is lower than that of
1961, Soviet oil exports increased during 1962 by 2.9 million metric tons. As
gshown in table 8, Soviet petroleum exports have climbed steadily since 1955.
Oferings of Soviet erude petroleum below world prices have caused a stir in the
world petroleum market in recent vears.

Soviet efforts have had the most success in Italy, which has been the largest
buyer of Soviet erude since 1959. A long-term Soviet-Italian trade agreement
for the vears 1962-65, signed in mid-1961, prm'idmi that Italy would import 4.2
million tons of Soviet erude during 1962. This amount was to increage 100,000
tons each year through the last year of the agreement. During 1962 1taly
imported 6.1 million tons of Soviet crude. The extra amount will be credited
to future imports. However, the 10-percent increase of 1962 over 1961 was con-
siderably less than the 40-percent increase of 1961 over 1960. Letters between
the Soviet Union and Italy were exchanged to the effect that Italy will purchase
from the Soviet Union up to 14 percent of its import requirements for crude.

Czechoslovakia was the second largest purchaser of Soviet crude oil during
1961 and 1962, followed by Cuba, Japan, and East Germany. The largest
purchasers of Soviet petroleum products during 1962 were Sweden and Poland.
Communist China dropped to third place with 1.9 million metric tons. Cuban
imports of Soviet petroleum products dropped below 1 million metrie tons.
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TaBLe 8.—Soviel petroleum exports, 195662
{In millions of metric tons)
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Other commodities.—Soviet trade in other significant commodities is shown in
table 9. Exports of rolled steel amounted to 3.5 million metric tons in 1962,
with Easu Germany, which received 1.4 million tons, the most important customer.
While exports of rolled steel inereased by almost one-half million metrie tons during
1962, imports of this item increased only slightly. At the same time, a significant
amount of steel was imported from Western Europe and some of the countries of
Eastern Europe. The Soviet Union imported large amounts of nonferrous ores
and concentrates from bloc countries, but Soviet statistics do not provide a de-
tailed breakdown. Ores and eoncentrates, including 19 million tons of iron ore
and smaller amounts of manganese and chrome ore, were exported mostly to
countries within the Soviet bloe. Both Poland and Czechoslovakia imported
nearly 6 million tons of iron ore each from the U.S.8.R. Close to 339,000 tons of
natural rubber were imported from Malaya and Indonesia. Cotton was exported
to East Germany and the United Kingdom. Clothing, one of the more significant
Soviet imports, came chiefly from Communist China, Bulgaria, and Czecho-
slovakia. Timber and lumber, an important U.S.8.R. export, went to Japan,
Hungary, the United Kingdom and East Germany.
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TaBLE 9.—Soviet trade in selected commodities
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D. Balance of trade and paymenis

The Soviet Union had an export surplus of $585 million in 1962, over three
times the surplus of 1961, which in turn had reversed the trade deficit of the
U.S.8.R. for the year 1960. The export surplus in trade with the European
satellites increased slightly 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 result of a $283 million deficit in trade with Communist
China (representing Chinese payments against earlier Soviet credits).

The Soviet deficit in trade with the developed countries of the free world
increased to $160 million during 1962, almost five times the deficit of 1961.
Exports to the less developed countries continued to inerease so that the Soviet
trade deficit of $107 million to those countries in 1961 dropped to $21 million in
1962. This was also partially due to a deerease in Soviet imports from the less
developed countries. The Soviet trade deficit with the less developed countries
is primarily attributable to imports of rubber from Malaya amounting to $161
million in 1962.

Except for trade statistics, the Soviet Union does not publish the data necessary
to give a precise accounting of the Soviet balance of payments. Even the most
important elements in the payments balance with the free world ean be deseribed
only in the most general terms.

The chronie Soviet trade deficit with the free world is normally accompanied
by a net transportation outlay on ocean freight charges paid to free world shipping
lines, amounting to more than $100 million annually. These expenses apparently
will inerease as grain purchases require more shipping availabilities. An addi-
tional factor in recent years has been the medium-term government guaranteed
credits which the Soviet Union has received from Western European nations.
Drawings on these eredits were estimated at $200 million in 1961 and $250 million
in 1962, On the other hand, substantial sums, probably about $300 million in
1962, are being drawn against long-term Soviet credits extended to the less
developed countries. Repayments of earlier drawn credits have been minimal,
with the possible exception of some military eredits to the United Arab Republie.
The net effect of these factors can be assessed only in terms of Soviet gold sales
which probably offset substantial deficits in the Soviet balance of payments.
Soviet gold sales have averaged somewhat over $200 million.

TasrLe 10.—U.S.5.R. balance of trade, 1961 and 1962
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III. SOVIET TRADE IN 1063

Soviet announcements regarding total trade in 1963 indicate that turnover
was only 5 percent greater than in 1962, Imports from the developed countries of
the free world appeared to continue to rise in line with the Soviet interest in
purchasing capital goods from the West for the expansion of Soviet industry.
A considerable amount of these imports include machinery and equipment for the
chemical industry, which is slated for expansion to fulfill the U.S.8.R.'s much-
publicized fertilizer production program.

The same failure in Soviet grain production that has spurred increased Soviet
investment in agriculture made necessary tremendous increases in Soviet grain
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imports from the countries of the free world. Imports for 1963 were probably
somewhere in the vicinity of 3 million tons (the U.S.8.R. has contracted for the
delivery of approximately 10 million tons by July 1964). The U.B.S.R. has
continued to export some grain to Cuba, in addition to obtaining supplies for
that nation from Canada. Shipments to East European countries, however, were
probably substantially lower than those during 1962. But the dramatie decline
in U.S.S.R. grain production during 1963 will make the Soviet Union, normally &
net exporter of wheat (4.7 million tons in 1962), a net importer.

Soviet imports from the East European area were probably inecreased as a
result of greater purchases of machinery and equipment. Soviet grain exports
to Kastern Europe were probably lower than in 1962; the U.S.S.R. apparently
intends to hold to its basic commitments to ship grain to this area to supplement
Eastern European purchases from the West. Trade with the Asian Communist
area probably continued to decline. Trade with Mongolia, however, appears
to have inereased.

Soviet trade with the less developed countries of the free world was probably
only slightly greater in 1963 than in 1962, Utilization of Soviet long-term credits
probably increased, and a significant amount of these credits was used for Soviet
exports connected with aid projects. It appears unlikely that any significant
change in Soviet imports from the less developed countries occurred in 1963.

The Soviet Union at the present time is faced with issues that raise a number
of foreign economic problems of varying complexity. Among such problems are
the following:

(1) That portion of Soviet credits extended to less developed countries which
has not been drawn upon by those countries, approximately $2 billion, constitutes
a large potential drain on Soviet resources. These drawings have been increasing
and appear to be slated for further increases during the next vear or two.

(2) The credits obtained from Western Europe beginning in 1959 generally
require repayment in 3 to 5 years, Unless a considerably larger amount of
credit on easier terms is forthcoming from the nations of Western Europe, re-
payments will be likely to exceed new loans and the difference may be so large as
to constitute a substantial net outflow of funds from the U.S.8.R. The effort
of the U.S.5.R. to obtain long-term ecredits from Western nations, and current
Soviet efforts to find new sources of medium-term credit, such as Japan, can be
explained in part by this payments problem with the developed nations of the free
world.

(3) The decline in Sino-Soviet trade has caused disruptions in Soviet foreign
trade planning. For example, machinery and equipment previously allocated
for export to Communist China may find outlets only in the less-developed countries
of the free world, which will seek to finance their purchases with Soviet credits and
grants. The U.8.8.R. apparently misses the $200 million or more in foodstuffs
once imported each year from Communist China, the virtual elimination of
imports of Chinese grain from a high of more than 700,000 tons in 1959 has been
a matter of considerable consequence for Soviet grain reserves.

(4) In the past the U.S.8.R. has earned foreign exchange from its exports of
grain. The failure of the 1963 harvest has reversed this pattern and caused the
U.S.8.R. to sell gold in order to buy grain, Unless the grain harvest for 1964 is
a considerable improvement over that of 1963, the U.8.8.R. may have to continue
to import grain, But gold reserves may be reduced to a troublesome level by then.

(5) The recently announced Soviet plan for expansion of the chemieal industry,
in part for the production of fertilizer, will make necessary imports of machinery
and equipment from the nations of Eastern Europe and the developed countries
of the free world, This also will cause an increasing strain on Soviet gold and
foreign exchange reserves and will be one more factor behind a quest for additional
and more liberal credits from the West,

(6) The growing trade deficit of Cuba with the U.S.8.R., almost $137 million
for the year 1962, amounted to an even larger figure in 1963, since imports of sugar
were cut drastically, Some of the wheat purchased by the U.8.8.R., from Canada
has gone and will continue to go to Cuba. The U.S.8.R. bought sugar from Cuba
at a price below the prevailing world price in 1963, reversing the earlier pattern
when Soviet prices for Cuban sugar were above the prevailing world price. The
concomitant reduction of imports of sugar, however, nullified whatever price
benefit the Soviets experienced by cutting into their export potential at the very
time when domestic sugar production, along with other agricultural output, was
suffering. The U.S.S.R. had already contributed large amounts of military,
economic, and technical assistance to Cuba and this continued in 1963. The cost
of supporting Cuba, in short, was becoming increasingly burdensome in 1963 and
there is little sign of easing the load in the immediate future.

30-642—64—pt. 1 18
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ArpEnDIX A.—Soviet foreign trade, by country, 1961 and 1962
[In milllons of dollars]

1962

1961
turnover Percent
Turnover of total
turnover

e 2 ) LT T, 0 St SRSV 3 . - 13,454.6
Communist bloe, Europe

Albania
Bulgaria
Hungary......
East Germany
Poland. .
Rumania

&

SRFES!

on o goes s

L 4
sle
o®m | O || eSO

- b e

Communist bloe, Asia. ..ooooo...

-
ag | b
&

cocoQo |Q||leocoo | oo oDOoO

Communist China. . ... _...______.
North Vietnam

North Korea L f 88,
Y T T . NP 51. ; 126.0

&

——
=
—He
——

Free developed cOUNtries. . oo..oooe.oo__.. 2,153.0 | 1.265.0 | 1,105.0

+
o
=1
=
@
<

Austria - | 7.0 | 5
United Kingdom ... ¢ 2] 355.0 | 16.0 213.0
Belgium. .. il SpEEL Ly 58, 33.0 46.0
Netherlands...... .- - . 48.0 42.0
Denmark 5 o L0 | 24.0 20. 0

W i PT.I.U Iﬁl.f)
West Germany. : 2 _' :(I)-IR I::lj
Finland. 253, 216.0 180.0
France. .. £ : £ 200, 158.0 85.0 |
Bwitzerland. -1 . 7.0 5.0
Sweden_____ -1 3. 76.0 53.0
Japan 80, 146.0 :
Australia Y da ]

5.,_
58325

-3

HOQNOO = WO~ ~I k0

New Zealand.
Canada i
United &

-

Less developed cOUNtries .o vveveveveeeee|  1,19L0 |  1600,0 | t'\;i\tl;| 1,299.0 |

22,0 | 21.0
12.0 | 0.0

Yemen

Cambodis. ..
Cypras....

Lebanon e gt
Malayan Federation?__
Pakistan

Syri

Thailand

Sudan_ ...
Togoland

See footnotes at end of table, p. 271.
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AppeNDiX A.—Soviel foreign trade, by country, 1961 and 1962—Continued
[In millions of dollars]

Percent
Imports of total

Less developed countries—Continued
Somalia. .....
Tunisis_

Ethiopia. ...
Union of Soutt
Argentina. .
Brazil
Mexico_..

This import surplus is primarily due to large rubber imports from Malaya.
These figures compiled prior to the formation of Malaysia.
These figures compiled prior to the breakup of the Federation of Rhodesia and Nyasaland.

1
1
3

DEpaRTMENT OF STATE REsEARCE MEMORANDUM, FEBRUARY 27, 1964
Trade of NATO Countries With Communist Countries, 1960-621

This issue of our annual publication of statistics on East-West trade, has been
expanded from a listing of EEC and UK trade with Communist countries to one
which includes all NATO countries. The tables contain detailed data by com-
modity on the trade of each of the NATO countries with each of the Communist
countries for 1962. The trend of trade between 1960 and 1962 is seen in sum-
mary table I, which shows, inter alia, that the trade of the European NATO
countries with the East remained fairly constant—the value rose slightly while
the percentage of total trade declined a small amount. (European imports from
the Communist countries as a percentage of total European imports fell from
4.6 percent in 1960 to 4.3 percent in 1962. Exports likewise declined from 4.8
percent in 1960 to 4.3 percent in 1962.

Canadian imports from Communist countries also declined during the period,
but increasing exports of Canadian wheat to Communist China caused total
Canadian exports to Communist countries to rise both in value and percentages
from 1960 to 1962,

Primarily because of the fall-off in United States trade with Cuba, total
NATO trade with Communist countries declined during the period both in value
and as a percentage of total trade.

The nature of each country’s trade with the East is shown by tables which
list the most important commodities being imported and exported. An ex-
amination of these tables indicates the following points of interest: )

1. West Germany in 1962 was the biggest trader with the East. East Germany
and the U.8.8.R. took almost equal shares of West Germany’s exports to Com-
munist countries. Iron and steel products, especially tubing and machinery,
made up a large part of West German exports to the East,

West Germany imports lignite and petroleum products from East Germany,
and wood, crude petroleum and petroleum products, and iron and steel coils
from the U.8.S.R. Of total German exports, 5.6 percent went to Communist
countries in 1962; imports were 6 percent of the total.

9. In 1062 the United Kingdom was the second largest NATO trader with
Communist countries. United Kingdom exports to the U.S.S.R. were a large part
of this trade which consisted largely of raw rubber, machinery, steel, and chemicals.

United Kingdom imports from the U.8.8.R. were primarily wood, fur skins, and
wheat. Imports from Poland were also important and consisted chiefly of meat,
wood, and butter. Of total United Kingdom exports, 3.6 percent went to Com-
munist countries in 1962; imports were 4.2 percent of the total.

1 This is the latest date for which this type of information Is avallable 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.8.S.R., consisted largely of
machinery, heating and cooling equipment, iron and steel produets, 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.8.R.
and other Communist countries of Europe.

Communist China was second only to the U.S.8.R. as an export eustomer 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 total French
exports, 4.3 percent went to Communist countries; imports were 2.9 pereent of
the total.

4. Italy sent a relatively high (5.6 pcr('r'nt.) percentage of her total exports to
Communist countries in 1962. The U.S.8.R. was Italy's chief customer, taking
iron and steel products, especially tubes, pipes, and machinery.

Italy's |mp0rt~« from the East consisted principally of petroleum, wood, and
coal from the U.S.8.R., eggs and coal from Poland, and wood from Rumania.
Of total Italian (‘(}'}(]lt‘s. 5.6 percent went to Communist eountries; imports were
5.7 percent of the total.

5. Ieeland has become heavily dvpvmlent on trade with the Fast: 18.4 percent
of her total exports and 19.4 percent of total imports were traded with Commu-
nist countries. Fish is the main export, principally to the U.S.8.R. Petroleum
is imported from the U.S.S.R., as well as clothing and textiles from Czecho-
glovakia, motorships from East Ge srmany, 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 lztrw :ly of tobaceo, cotton, oranges, lemons, raisins, and olives.

7. Trade with Communist China was a very small part of the total trade of the
European countries of NATO in 1962; the largest e xporter in Western Europe was
France—0.6 percent of its total :\;mn‘- going to Communist China—and the
largest importer was the United Kingdom—0.5 percent of its total imports coming
from there.

Canada, however, sent 2.3 percent of her total exports to Communist China in

1962. This (‘(lt1'~1-lui ln[:r(i\ of wheat and bar ey sales to China. Canada
received only 0.1 percent of her total imports in 1962 from Communist China.
Thesge 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 total exports. The United Kingdom was the
largest single importer from Cuba (sugar), and this was 0.2 percent of total United
Kingdom imports.

Norte,—"Other Asian Conumunist areas” include North Korea, North Vietnam, and Outer Mongolia,

Sources,—The tables are largely based on information eontained in the latest available yearly statistics,

published by the Department of Commeree in its East-West trade sheets, Whenever this source was not
avallable or had to be supplemented, OECD statistics were used.

Commodity listings by countries

‘ Impaorts | Exports

Belgium-Luxembourg |
Denmark

France. .

West Germ

Greece. ...

Iceland. .

United
( rumil'i
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Summary Tasre I1.—Trade of NATO countries with Communist countries,! 1962

[Dollar amounts {n millions]

Imports (c.1.1.) | Exports (f.o.b.)

| I ]
| Imports | Exports to
Total |  from | | |Communist
from From |Communist| Totalto | To Com- | countries
entire  |Communist| countriesas entire munist a8 percent
world countries ! | percent of world countries 1 | of world
| world exports
|

| imports

[

Denmark.

France_.

West G{-rln.m\ A
Greece.__ caen
Teeland.

Italy

Net

Norway ..
Portugal .

Turkey.

United Kingdom. . ...

Belgium-Luxembourg. ... $4,577.1 \ ‘
|

82 =1 1 g e £ 00 £3 £ g £ )0
2 o e re

o b E D0 OO D

I -1-]
-1

|

Total European NATO.| 5,302.4
Canada..... B , 855, 3 - 9.
United States 5 16, 249, | .4 | .6 21, 359,

o
~1

76,406, 7 2,450.3 | 32| 76,5023| 24734/ 8.2

1 Albania, Bulgaria, Czechoslovakia, East Germany, Hungary, Poland, Rumania, U.8.8.R,, Com-
munist China, other Asian Communist areas and Cuba,

? Includes crude petrolenm imports from the U,S.8.R. valoed at $23.2 million, not shown in earlier publi-
cations.

' Revised data.

4 Includes reexports,

!Fob,

Belgium-Luzxembourg’s imports from Communist countries, 1960-62

[Value in millions of dollars e.i.1.]

- | Value Percent of total imports
Country of origin Rl I T T el R i el

|
1960 1661 1962 1960 1961 1962

2 0.

Albania.
Bulgaria
Crechoslovakia
East Germany.
Hungary... ..
Poland. ..
Rllllml]liu

=1=:

)
b o

-} -
Communis hin,
Other Asian Commun |
2= AN T ORI, TR L 1T

-]

Total Communist countries listed...| 93.

Total imports from entire world. .........| 3,908 | 4.2550.‘i| 4, 577.3

! Insignificant.
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Most important items imported by Belgium-Luzembourg from each country listed

abovelin order of magnitude based on 1962 imporis

[Amounts in millions of dollars e.i.l.]
Albania
Bulgaria:

Tead-ore, érade; And allovs. i e e e e aser

Miscellaneous nonferrous base metals

b iy TR T 8 el e it 4 MR L B D B o I R g

Tobacco and manufactures

Total
Total imports

Percent covered by listings above

Czechoslovakia:
Fruits and vegetables_
Machinery, nonelectric. -
Horses and asses
Wool and other animal hair__
Glass, glassware, and pottery

e Y S A S RN AT e S TR 25 T RS

Iron and steel wire, rods, and coils
Parts for assembling automobiles
Footwear

Barley

East Germany:
Cast iron in ]I')iu:-‘. blocks, ete

Chemicals other than fertilizer

Potassic fertilizers, manufactured

Manmads Shars. . i st e

Hot rolled plates of iron or ordinary steel__
Nonelectric machinery other than machine tools
Metalworking machine tools

Furniture
Glass, glassware, pottery
Machinery, electric

Hungary:
Clothing and footwear
Friits and Negelabloa . o o0 o L e e i
Cheese
Antibioties. ... ..
Bars, shapes, and sections of iron and steel, hot rolled
Machinery, electric.
Tobacco and manufacture:
Fine hair
Glass and glassware
3SE L s e S e L e o S L L, el
l‘nrnillm- e

oA O DO L T e
Percent covered by listings above__.._______
1 Imports were insignifieant,

|t e i e e 1D 02 20 02 20 Lt S

C-’.;l' |
bl =10
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Most important items imported by Belgium-Luzembourg from each country listed
above in order of magnitude based on 1962 imports—Continued

[Amounts in millions of dollars e.l.f.]
Poland:
Iron and steel. . _ .
Meat and meat preparations
Feeding stuff for animals_ _

Wood and wood products______
Fruits and vegetables

Barley_

Horses and asses

Flax__.

Pulp and paper____

Total un]mn _________ =
Percent covered by listings ¢

Rumania:
Corn._.
Fuel oils___ ihou ipi
Tobacco and m.unlﬂu tures

U.SS.R.:
Wood, rough and simply worked
Pe tru]i um produets__ - __
Aluminum erude, non: lllmv{l
Iron and steel
Feeding stuff for anims als_
2T C e
Wheat and h.lllr‘\
Zine, crude
Fine hair_____._ b
|’l}i assic \'I.ll'- fl\!rlt'

Total _
Total l'rl]:nrl _________

Percent covered by listings above
Communist China:

Animal hair
I{u-z-

Total imports

Percent covered by listings above.
Other Asian Communist areas:

Coal -

Fine hair

Total imports

Percent covered by listings above




EAST-WEST TRADE 27

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 dollars e.1.f.]
Cuba:

Total
Total imports

Percent covered by listings above. . _.

Belgium-Lazembourg’s exports to Communist countries 196062

(In millions of dollars f.0.b.]

Value Percent of total exports
Country of destination ‘ 8 TS e

1962 1960 | 1961 1962

UBS8.R...
Communist China..

L 8711 - VAt

Total, Communist countries listed..
Total exports to entire world 3, 785. ¢ o LML | it

1 Insignifieant.

Most important items exported by Belgium-Luzembourg lo each counlry
in order of magnitude based on 1962 exports

[Amounts in millions of dollars Lo.b.]
Albania
Bulgari
Iron and steel and products (total) ..

Czechoslovakia:
Copper matte, unwrought
Iron and steel, except plates and sheets.. .- - .
Plates and sheets of iron and steel

el

Electrie ovens

Animal hair ERETCT
Machinery and apparatus electric, except ovens_ .- -
Industrial diamonds_

Machinery, nonelectric

Chemicals - -

Zine dust

el -0
b s b

Ot

Percent covered by listings

1 Exports were insignificant,
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Most important items exported by Belgium-Luxembourg to each country listed
above in order of magnitude based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]

East Germany:

Railway and tramway freight cars

Animal hair, mainly wool

Plates and sheets of iron and steel

Machinery, electric

Copper matte, unwrought

Strips

Q0 b e G =] =]

Percent covered by listings

Hungary:
Artificial staple fiber yarn
Wool and other animal hair__

l.

Poland:
Flax
Woo
Iron and steel and products._
Chemicals_ _
Wheat._ _

"

3
3

-100

US.8.R.:
Iron and steel, except tubes and pipes
Industrial diamonds_ . _
Lifting and loading machinery
Tubes and pipes of iron and steel
Food and drink processing machinery
Machinery, nonelectrie, except food and drink processing and lifting
and loading machinery
Copper
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Most important items exported by Belgium- Luxembourg to cach country listed
above in order of magnitude based on 1962 exports—C ‘ontinued
. [Amounts in millions of dollars f.0.b.]
U.8.8.R.—Continued
Machinery, electric
Clothing

Total exports

Percent covered by listings above___

Communist China:
Nitrogenous fertilizers, manufactures
Iron and steel products L
Switchboards, other than for telephone.

T::t\l

Other Asian Communist areas:
Artificial staple fiber yarn___
\'ilrum nous fertilizers___

Copper....-_.
Glassworking ms u'hlni‘l\

Tobal. ol .
Total exports

Percent covered by listings above._.

Cuba:
Chemicals
Cereals
Vegetables_____
Margarine and -I:mtl II]'lL.
Photographic equipment

g B

=

Denmark's imports from Communist countries, 1960-62

[In millions of dollars c.L..]

Value Percent of total imports

Country of origin

1060 i 962 | 1060 1061 1962

Albania
Bulgaria_ .
Czechoslovak
East German
Hungary.....
Pol mri

,E5
o] e O e TR

=

Pt

Communist CI :
Other Asian C ommunist areas__
A e R o S TR

Total Con st countries
Total imports fro tire world ..ccaeaoo .-

! Insignificant.
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Most imporlant items imported by Denmark from each country listed above in order
of magnitude based on 1962 imporls

[Amounts in million of dollars ¢.1.1.]

Fruits and vegetables (total)
Total imports

Percent covered by listings above

Czechoslovakia:
Passenger cars, trucks, and parts
Textiles
Machine tools
(ilass, glassware, and pottery
Chemicals

Clothing and footwear
Raw sugar

Percent covered by listings above_

East Germany:
Lignite briquets and lignite

Machinery, nonelectric
Textiles

G b 00 ==

(ilass, glassware, and pottery
Pig iron and cast iron
rl‘fil\',-:

v LY

Potal. oo mn
Total imports
Percent covered by listings above
Hungary:

Textiles

Chemicals g

Iron and steel tubes and pipes
Clothing and footwear._ .
Machinery, electric

Fruits and vegetables

Total _ __
Total imports

Percent covered by listings above

Poland:

[ v s]

03

! Imports were insignificant.
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Most important items imported by Denmark from each country listed above in
order of magnitude based on 1962 imports—Continued

) [Amounts in milllons of dollars ¢.1.£.]
Poland—Continued
Raw sugar
Fuel oils
i{.inc plates, sheets, ete
e T NPT S . TR Tl S I N M
Fruits and vegetables

—

Floor coverings
Clothing and footwear

AT I ey A ey D g i s o Lttt S T R ek

Percent covered by listings above._ . o

USS.R:
Coal and coke
Feeding stuff for animals
Residual fuel oils
Pig iron and cast iron
Lumber.
S T TS ST s P R R T T e e e

10 e R L T, I Rt T R o M 19, §
B TN R T S R R e L LR SR

Percent covered by listings above

Communist China:
Soyvbeans
Feathers and bristles

Other Asian Communist areas:
Aluminum, unwrought (total)
otal dmpnrte. s S S e e L T e e o as

Percent covered by listings above
Cuba:
Tobacco and tobaceco manufactures (total)

O S L i e e e e R e

Percent covered by listings above
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Denmark's export to Communist countries, 1960-62

[Value in millions of dollars fo.b.]

Value Percent of total exports
Conntry of destination

1062

PO S A e e
Bulgaria_..

Czechoslovakia.

East Germany.
Hungary.......

Poland. ...

Rumania. ...

WRER T
Communist China. ...
Other Aslan Communist areas

ChteXdBON
~IE-IET M

R e—o
RO,

e

Total Communist countries listed. .
Total exports to entire world

"

1 Insignificant,

Most important items exported by Denmark to each couniry listed
magnitude based on 1962 exports

[Amounts in millions of dollars f.0.b.]
Albania
Bulgaria:
Machinery and transport equipment
Chemicals

- o

Total exports

Percent covered by listings above

Ial

Czechoslovakia:
Meat and meat preparations
Fish and fish preparations
Butter
Machinery
I e e
Fats and oils

b
B OW

b |

NS

Total exports

|

=]
=]

Percent covered by listings above

|

East Germany:
Meat and meat preparations
Fish and fish preparations
TR A OBt ol . o o e e e e e e
Live animals
Cheese and eggs
Hides and skins, undressed
Machinery, nonelectric
Animal intestines
Cargo ships, used
Barley
Fats and oils
Textiles and textile yarns

—
&

| o)
Lo = R R g S 2

et i e B

-0 ]
ol
oM

Total exports

|

=]
w

Percent covered by listings above

! Total exports amounted to $39,000 only, consisting mainly of hides and skins, undressed.
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Most important items exported by Denmarkk to each country listed above in
order of magnitude based on 1962 exports—Continned

[Amounts in millions of dollars f.0.b.]
Hungary:
Chemicals
Fats and oils
Machinery
Fish and fish preparations
Rags

Total exports
Percent covered by listings above

Poland:
Machinery, nonelectrie, except machines for special industries________
Maghitea forsposial IOUSTRINs: - - o 0o mse o S TS
Machinery, electric !
R Ol . e L L e e (o e e e e R i i s
Footing Bt £0r BRI ANE. - oo e e s = et e o s o s i e

R o e e P e e e i o o g e i i
Cotal e POt - o e e e e b e =

Percent covered by listings above

Rumania:
Tankers, used (total)
Total exparte. oo oo s mi i cama e B B S E SR

Percent covered by listings above

US.8.R.:
Ships
Machines for food industry
Dairy products
Refrigerators and refrigerating equipment
Apparatus for treating materials with heat or cold

Communist China:
Machinery, nonelectric
Machinery, electric
B Y T T e et SR R o e B D0 SOy Lo B p s i

Percent covered by listings above
Other Aslpn CormmuniEl ateRB. « .o sonvuris e o e et s ol vda e b (&)

Cuba:
Chemicals

Total exports

Percent covered by listings above
1 Total exports amounted to $22,000 only, consisting mainly of chemicals,
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France’s imports from Communist couniries, 1960-62

[Value in millions of dollars e.L1.]

Value Percent of total imports
Country of origin

|
1060 1961 | 1962

Albania.....-

Bulgaria. ..

Crechoslovakia.

East Germany

Hungary..

Poland. .

Rumania

U.8.8.R. -

Communist China__.-.
Other Aslan Communist are
S T e A e S

=
. o

10 T G Gl s et S
o

= b & €3 00 s e 13 0t

S0, BOUE g Ca 00 Ry 00
S ol e O 13 = WD
w ’
= 0000 . 0

3

O D bt b e RO D

e CARD D e e S

BER
e
15 S}

[

Total Commumist countries listed...
Total imports from entire world. .. ...---.

S
~

o
=4
o

1 Insignificant.

Most important items imported by France from each country listed above in order of
magnitude based on 1962 imports

[Amounts in millions of dollars e.i.1.)
Albania
Bulgaria:
Tobaeco and manufactures
Essential oils and resinoids
Oilseeds, 0il nuts, and kernels. - - o oo oo ooeeaeea s
Fruits and vegetables

Zine unwrought

Total
Total imports. ...

Czechoslovakia:
Wood, pulp, and paper__..
Meat and meat products. _ - ccceecmmecmccccceccmmceeaaaa
Machinery, nonelectrie, other than agriculture and machine tools._ ..
e AR e e e e e e e e R
Fruits and vegetable
Agricultural machinery
(ilassware

East Germany:
Ot Ao naE o i e s m e R B e S e
Machinery, nonelectric, other than office and metalworking machine
B e e et e e e e AN e S e R T S il s i e PR
Metalworking machine tools. - o oo oo ___

Cameras and precision instrumen
Meat and meat preparations

1 Imports were insignificant.

o= g ]
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Most imporiant items imported by France from each country listed above in
order of magnitude based on 1962 imports—Continued

[Amounts in milllons of dollars c.1.1.]
East Germany—Continued
Horses
O R e e st . o S o e e O e 1 A 4 o o R

DOIAL I DOILE . o v sscn v e s o i e e S S s aeih o B e s o e
Percent covered by listings above

Hungary:
Meat and meat prepatations. .. ccccisascr st anscniaan sk an s
Live animals
T T e Sl S S e e S e s LD
Crude:vegetable MATETIAL . .l e rr e i s b e o H e o5
Clothing and footwear
Bricks

St S 0o

s

[

Poland:
R et e L e i i e s et i B e e
Wood
N e e M I R M Lo e £ S LR P 1 T
Ships and boats, seagoing
Sugar
Dot e M o 0] P e e e B S e S R S S SR (/%

Hidos. sking. and fureking. . erce e nmccco e
Crude vegetable material

Meat and meat preparations__

Live animals, other than horses. - - o e enmm e crcn e n—ana

L R e
Total imports

Percent covered by listings above

Rumania:

U.S.5.R.:

Petroleum and petroleum produets. ... __________...
Wood

Manganese and chromium ores and concentrates

Vegetable fibers, mainly cotton

Oileakes and other vegetable oil residues. . . ...
Platinum and alloys, unworked

Woodpulp

Iron and steel coils for rerolling

Asbestos

kO

:
=1

PO §9 i g e 1 SN S 0
ol

ek

30-642—64—pt. 1—19
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Maost important items imported by France from each country listed above in
order of magnitude based on 1962 imports—Continued

! [Amounts in milllons of dollars el.f.]
U.8.8.R—Continued
Zine, unwrought

Communist China:
St rawrand'sllle fabries. . . . e e T
Silver, unworked
Essential oils and resinoids.
Animal-hair, otherthan gilk. ... cccvcccac i cncicsncansescaa it

o &3 00 00

e D D

Other Asian Communist areas:
Fine animal hair, except wool

Essential oils
Spices

Total imports

Percent covered by listings above. oo ccciinc i 100

Cuba:
Mobaooo and ANUI RS ITeS - o o cnir bt e s et r e e = .9
Fish and preparations :
Molasses

France’s exports lo Communist counlries, 1960-62
[Value in millions of dollars f.0.b.]

Value Percent of total exports
Country of destination LSS

we0 | 161 | 1062

Q) *) 0.

Albania
0. 0.

Bualgaria. ...
Crechoslovakia. .
Fast Germany...

Beow

t
N | POW—~O0O0ORTO

BBRE:

gupEne)

aman
USS.R
Communist China...........
Other Asian Communist areas.

1&“'&‘{&&:’-&!0

e

- 50 50
10 5362 e b B et

200 00 00 b3 OB O st md et =]

) parh

N

Total, Communist countries listed..
Total exports to entire World....cceeeeea..

or | cunoaonaton

-
g
~
tato
25

1 Insignificant]
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Most important ilems exported by France to each country listed above in order of
magnitude, based on 1962 exrports

[Amounts in millions of dollars £.0.b.]
Albania:
Wheat
R DAINABAN . o o e e e g e i ) e e

Bulgaria:
Sheets and plates of iron and steel
ITron and steel, except sheets and plates
Barley
Chemicals

Total
it TS o T e R T ML TR A e R

Percent covered by listings above_ . _ . .. ____.

Czechoslovakia:
Sheets and plates of iron and steel
Machinery, nonelectric
Chemicals and pharmaceutica
Machinery, electric
Meat and meat preparation
Glass and glassware
Tubes and pipes of ironand steel . - .- - - - oo L.
J o T T T I e S e S L o s g o S
Textile fibers

Total exports
Percent covered by listings above. .. oo oo oo a G

East Germany:
Machinery, nonelectrie, except cranes
Machinery, electric
Meat and meat products
ANy cranes B Sravearsea. . - e e i S s S s
Ships and boats, seagoing
T I e SRR iR e e S e (eSS R S R S
Wool and other animal hair
Locomotives
Textiles

Hungary:
Meat and meat preparations
Dairy products
T Y R RS P P S P ot DU s (T Sk il Ny et
Iron and steel, except electric sheets and plates
Wheat
Wool and other animal hair.
Machinery, electric and nonelectrie
1o 50 G T T I SR St e T BT R s L

=
&

(=)

-

bt
W O 00 00 = b
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Most important items exported by France to each country listed above in order
of magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]
Hungary—Continued
Electric sheets and plates, alloy steel
Glass and glassware

Total. -
Total exports

Percent covered by listings above

Poland:

Ships and boats, seagoing

Iron and steel, except electric sheets and plates
Chemieals, except aluminum oxide

Machinery, nonelectric

'\Iachmvr_\' electrie

Aluminum oxide

Electric sheets and plates, alloy steel

Passenger cars

Rumania:
Machinery, nonelectric
Tron and steel, except electric sheets and plates
Machinery, electric
Chemicals_
Handtools and tools for machines
Manmade fibers
Electric sheets and plates, a]]u\ steel
Rice. . ... 1
Medical, optical, and photog.,r lplm. equipment

et it et e ) B g
—— 0D SN

16, 3
20.6

USS.R
Machinery, noncleetrie, except machines for special industries and
heating and cooling equipment
Heating and cooling equipment__________
Meat and meat preparations
Machinery, eleetrie.
Iron and "-tl'f] except electrie sheets of alloy steel, tubes and p:]}n =
Machinery for special industries
Tubes and pipes, iron and steel
Chemioals. _ - .o
Nickel, unworked
Woven textiles
Electric sheets and plates, ullov i e Vs I s Sl
Manmade fibers and varn

Total. .
Total exports_________

Percent covered by listings above. .. oo cn i
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Most important items exporied by France to each country listed above in order
of magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]
Communist China:
Wheat
Barley
Nitrogenous f
Wheat flour
Manmade fiber

] OO0

Total exports._ ol
Percent covered by listings above____

Other Asian Communist areas:
Textile varns and thread
Leather S PR
Woven textiles. _

i T e e D
Total exports

Percent covered by listings above____.

Cuba:
Chemicals
Sulfur, erude TP
Aluminum manufaectures.
Machinery, electric
Milk and eream

Total s
Total exports e

Percent covered by listings above_ .

West Germany's imports from Communist countries, 1960-62

[Value in millions of dollars c.i.f.]

Value Percent of total imports
Country of origin . At NI ! ) LTINS

1062 | 1962

Rumania......
UB.E.R....

Commun A A . - d
Other Asian Communistareas____________| 4 9
R o e 2.0 |

£ 0 v =2 e 08 S0 8D

Total, Communist countries listed..| 689, 0
Total imports from entire world (Including _
imports from East Germany)..... ---| 10,369.8 | 11,174.9 | 12,508.0 |

! Insignificant. _ _
? Includes crude petroleum fmports, valued at $23.2 million, not shown in earlier publications.
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Most important items imported by West Germany from each couniry listed above in
order of magnilude, based on 1962 imports

[Amounts in millions of dollars e.i.L]
Albania
Bulgaria:
Fruits and vegetables
'].U'I)ﬁ(‘(‘{'l, manufactured

Vegaballe Gl - o 0l o s e L s A

Meat and meat preparations. . e i ansenc AL R

™ Percent covered by listings above

Czechoslovakia:
Lignite briquettes and lignite coke
e R Y T R T M T Y ST e R SR
Iron and steel
Metal-cutting mAachine tool8. - - oo e e L oL
Eraia and vegetablag s . R e e L
Mineral tar and erude tar chemicals
Machinery, other than machine tools
Ksaolin and fireclay
B e e e e
Chemicals other than mineral tar
Mal

(=)
b b = = D

— 0300 ¢

LT TR e A e S (TR B I A S g S O S S ISl a0
Sugar, molasses, and honey

Total
A e B SRR S e N et T b A 4 T

e B RO RO RO IS 8 e

-1 | &2

Percent covered by listings above

East Germany:
Lignite, hgmtr- briquettes and coke
L7 Ty T TS T R R S MR T R R
Clothing and footwear
B T s A e B S B e s e LN R TR S
Sugar and molasses__
Wf)ﬂ(l and wuod manufactures

Meat and meat preparations

Miscellaneous machinery

Textiles

Metalworking machine tools. o - oo caciceaaeaaaaa
Office machinery

Pulp and paper -
Scientifie, optical, and photographic equipment and instruments_____

Percent covered by listings above

Hungary:
v AITRIE o s e e e e S e S e R S e s e e
Fraitaand yegetabless o= ooo oo om0 Lo s aimgn e st R L
Meat and meat preparations
Petroleum products
Wood

ISP
=000 D

1 Total imports amounted only to $70,000, consisting mainly of cotton.
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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

[Amountsin milllons of dollars ¢.1.f.]

Hungary—Continued

Crude vegetable materials for industrial uses

Vegetable oils

Feathers and down

Oilseed, oilnuts, and kernels

Nonferrous metals

Dairy products. . ccccaccacnincasamesmm—eAmee e aa s G- ———————

B O OB S o o i s a e i e o

Platinum

Poland:
Meat and meat preparations. . e emccmececamecmaaaes
Fraita:and vegetables. - o Lie Lelel L ool oot TR a
Wood
Dairy products. - e cccrnccmmmmmm—em e ————a—ean—emm——mmmaa G-
Coal
Chemicals other than mineral tar
Live animals
Petroleum products
Feathers and down
Mineral tar and crude tar chemiecals
Zine, unwrought

(g
[=1--1" -8

S ==t o=

Total imports
Percent covered by listings above

Rumania:
Petroleum products

bl

1<

Nonferrous metals, unwrought

Friofteand vegetables. .o oo ce v cninsaicmcabvomrrann e nemn=
Vegetable oils

Feathers and down

—g oot

bl R O e e i i e et e s i i o i B o i 13
Percent covered by listings above
U.S.8.R.:

Crude petroleum

Ly L R s L1y - M S R O e R
Iron and ordinary steel coils for rerolling

Wheat and rye

Pig iron

B R T s i e L e e e e i i S i e S e i A e
Cotton

VepetnBle il . g S e A st R e R A B b s A
Platinum

Nabaral hophabes. . el B e s re e o= =
BT U i e e B g S e R e L A QRO e N g o
Manganese, chromium, and tungsten ores and concentrates.________
B B o e e R vl s B

g .

W e & =ttt ==l
D I U= = TR = =] D = b S

e
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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.l1.f.]
U.8.8.R.—Continued
Tobacco

gl 1B Yt S P A I el D 8 A S LTI L R T T 186. 8

Percent covered by listings above

Communist China:
Silver and alloys, unwrought.
Crude animal materials, except bristles, feathers, and down
Soybeans

SRR

-

Tin, unwrought
Fur sking, undressed
E, 2

8]

Other Asian Communist ¢
Animal hair
Feathers and down

Cuba:
Sugar
Molasses_ _ ___
Natural honey _
Tobaceo__

Percent covered by listings above
West Germany’s exports to Communist countries, 1960-62

[Value in millions of dollars f.o.h.]

Value ‘ Percent of total exports
Country of destination

16060 1061 1962 ‘ 1560 | 1961 1962

(‘nmmum\t China_.___
stan Communist ares

Total Communist countries listed..|

| O | 2000 e 0 1 i 13 13 83

Total exports to entire world (including | |
exports to East Germany). «coveeeee-.. | 11,643.2 | 12,908, 8 | 13,477.1
| |

! Insignificant.
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Most important items exported by West Germany to each country listed above in order
of magnitude, based on 1962 exports

[Amounts in millions of dollars, f.0.b,]

Albania:
Sheets and plates of steel
Tubes and pipes of steel__ .
Aluminum.
Chemicals

Total'expomtse oo o oo oo oois

Percent covered by listings above._____

Bulgaria:
Iron and steel, except tubes and pipPeS. - c oo oo oo oo coioaniaaa
Chemicals. __.__
Machinery,
Wheat ‘1m1|_...
Tubes and pipes of iron and steel
Machinery, electric
Manmade fibers.

Czechoslovakia:
Iron and steel, except tubes and pipr‘ ________________
Machinery, nonelectric_
Tubes and pipes of iron and steel__
Chemicals. . ..
Copper, re fined, nmwllm ed.
Machinery, 1111'“11
Leather

Percent covered by listings above_.._.___._

East Germany:
Tubes and pipes of iron and steel
Sheets and plates of iron and steel_ _
Iron and steel, except tubes, pipes, sheets, and plat
Machinery,
Chemieals_ _
Meat and meat preparations. - - - - o - o oo oo
Coal and coke_.__. . !
Fish and figsh ]n:-]mmlmns ___________________________
Machinery, electric -
VI e | PR N NS TSI P TS e (U S LT O
(Glass and glassware .
Textile fibers_____ ...
Cargo ships
Tobacco

D e 0D e 0 00 BD D 00 -




204 EAST-WEST TRADE

Most important items exported by West Germany to each country listed above
in order of magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]

Hungary:

Machinery,

Chemiecals

Machinery, electric

Copper, refined, unalloyed

Tubes and pipes of iron and steel

Wheat flour

Iron and steel, except tubes and pipes

Hides, skins and T e s Sty = R T (e, S e 1 2 at e

Manmade fibers and yarn

Total exports
Percent covered by listings above

Poland:
Machinery, nonelectric
Chemicals
Machinery, electric
Tubes and pipes of iron and steel
Iron and steel, except tubes and pipes
P e e e o e e e e L R e -
t.'nppf-r, refined and copper wire
Manmaasyarn Aand Bbars . - e e L iR AR
Seientific and photographic equipment
Motor vehicles and parts

Rumania:
Complete plant installations
Machinery, nonelectric except complete plant installations_ ... _.__. 17.
Machinery, electric. 10.
(&7 1 R S g SR S L N T Y A 8.
Tubes aml ])i[]f’-i nl' iron mtl qtu_] _________________________________ 6.

e Y L

L

U.8.8.R.:
Tubes and pipes of iron and steel - oo ocncmcinciisquBTiicie Se
Machinery, nonelectrie
Iron and steel, except tubes and PiPes_ - - - - - oo oo occmeceeee o an
Ships
Copper, refined
Chemicals, except organic
Organicichemioals. - - o e Sl
Machinery, electric

Lotal BEBOREe. - oo e L -

Percent covered by listings above
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Most important items ewported by West Germany to each country listed above
in order of magnitude, based on 1962 exports—Continued
[Amounts In millions of dollars f.0.b.]
Communist China:
Wheat flour
Nitrogeneous fertilizer
Chemicals, except fertilizers
Tubes and pipes of iron and steel
Yarn and thread of manmade fibers_

Total expor

Percent covered by listings above

Other Asian Communist areas:
Wheat flour

Copper wire._

Total.. . .
Total exports

Percent covered by listings above _ _
Cuba:
Diesel engines

Parts of railway locomotives_
Mineral erushing machines

B G

]

Percent covered by listings above._

Greece’s imports from Communist countries

[Value in millions of dollars ed.f.]

Value Percent of total imports
Country of origin =

|
900 | 1941 1660 1961 1962

4.1
W1
4.0
58

5.5 |

East Gerir
Hungary
Poland._ _
Rumania. . 5.9 |
U.B.B.R.... - = 5 20.3
Communist China______ - o1 . = |
Other Asian Comimunist areas i | e |
Cuba. : NS TN g 50 |

Total Communist countries listed... 53. 9 | 508
Total imports from entire world_. __ T14.0 701.2

! Insignificant.
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Most important items imported by Greece from each country listed above in order of
magnitude based on 1962 imports

[Amounts in millions of dollars e.i.(.]

\\’ﬂtlll - -
Meat and meat preparation
Live animals

Cotton fabries_..

Total. .
Total imports.__

Percent covered by listings

Czechoslovakia:
Machinery
5!11.::1!" and hl!]lt'_\'.
Textiles _ _
Wood !
Motor vehicles .
Construction material._
Glass, glassware, and pottery
Iron and steel

L R =

bbb

Total
Total imports

Percent covered by listings

Gast Germany:
Machinery.._.______. AP
(81 T7 0 T8 ) T ey T e e A ) S gl L O e G i
Textiles ..
Artificial fibers._ e P R
Secientific and photographie equipment___

Percent covered by listings

Hungary:
Live animals_
Textiles.. .
Machinery. .. .. __.
Sugar, refined____
Cheese _ e TN L L ST e e )~
Meat and meat preparations. .. __________ wh

Total ...
Total imports

Percent covered by listings above___ .

Poland:
Meat and meat preparations________._______ .
Coal
Machinery._
A = B
T'extiles
Chemicals_ _ __
Paper

8ee footnotes at end of table, p. 207.
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Most important items imported by Greece from each country listed above in
order of magnitude based on 1962 imports—Continued

[Amounts in millions of déllars el f.]

Poland—Continued
Fish and fish preparations_ ___
Live animals

Total imports__.
Percent covered by listings above

Rumania:
Petroleum products
Wood._ A
Meat and meat preparations
Cheese

Percent covered by listings above

U.B.8.R.:
Petroleum, crude
Wood and wood manufacturers
Petroleum products
Machinery
Iron and steel_____
Coal and coke

Total __ _

Percent covered by listings above

Communist China
Other Asian Communist areas
Cuba:
Sugar, refined (total).______
Total imports

Percent covered by listings above
1 No imports.
1 Total Imports amounted only to $58,000, consisting mainly of splces,
Greece's exports to Communist countries, 1960-62

[Value in millions of dollars f.0.b.1

Vaulue Percent of total exports
Country of destination = = —X . e

1061 1962 | 1960 | 1961

Albania .. _ .. ___
Bulgari 1

Crethosle

Enst Gerr

Hungary

Poland

Rumania

BBRR: e T s s
Communist China______________________
Other Asian Communist an e e
8 e S S e T iy

Total Communist countries listed. |
Total exports to entire world........._._.|

1 Insigniflcant.
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Mast importani items exported by Greece to each country listed above in order of
magnitude based on 1962 exporls

b [Amounts in millions of dollars f.0.b.]
Albania

Bulgaria:
Cotton

Czechoslovakia:
Tabacco, unmanufactured
Cotton
Lemons _ _
T N D s B ) TR e R e S e ey T
SRR 0 R ] T A SR L SR S, SR TR
Raisins__

Fast Germany:
Raisins
Lemons and oranges
Tobaceo, unmanufactured
Cotton
Fruits and vegetables, except citrus fruits
Veneer sheets
Animal hair

Total exports

Parvént, covered by Hatings above.. . - oo coc e e

Hungary:
Cotton
Tobaceco, unmanufactured
Hides and skins_ _ . __.___
Raisins

Percent covered by listings above

Poland:
Cotton
Tobacco, unmanufactured
Lemons and oranges

Bee footnotes at end of table, p. 200.
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Most important items ewported by Greece to each country listed above in order
of magnitude based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]
Rumania:

Percent covered by listings above

U.8.8.R.:
Tobaceo, unmanufactured
Cotton
Oranges and lemons
Raigins

Communist China
Other Asian Communist areas

I No exports.
? Exports were Insignificant.

Iceland’s imports from Communist countries, 1960-62

[Value in millions of dollars e.i.L.]

Value
Country of origin

Albania

Bulgaria

Czechoslc

Fast Ger

Hungary

Poland

Rumanis

TERER. cuosenvers
Communist China.........
Other J n Communist areas
Cubl e ecveeeans

Total Communist countries listed. ]|
Total imports from entire world. - .-

1 Insignificant.
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Most important items imported by Iceland from each country listed above in order

of magnitude based on 1962 imports

[Amounts in millions of dollars c.i.l.]

Albania
Bulgaria
Czechoslovakia:

Clothing and footwear

| e R

Sugar, refined

(ilass, glasswear, and pottery____

Machinery

Motor vehicles

Wood, pulp, paper

Iron and steel

East Germany:
Motorships
Clothing and footwear
T A e e
Pulpandpaper ... . ... __.
Sugar, refined

Iron and steel_____
Machinery

Percent covered by listings above. ... _.

Hungary:
Textiles and clothing___
Feeding stuff for animals

Percent covered by listings above.______

Poland:
Sugar, refined

Percent covered by listings above

Rumania:
Petroleum products.

Totaldmports: - s G e e e e e S
Percent covered by listings above

See footnotes at end of table, p. 301.

w o S bSO SO
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Most important items imported by Iceland from each country listed above in
order of magnitude based on 1962 imports—Continued

h [Amounts in millions of dollars ¢.1.f.]
U.S.8.R.:

Petroleum products

Wood

Iron and stee

Rye flour.__.

Total
Total imports. ...

Communist China
Ether ARAN COMMUDIAL ATBRH .« o e et s i e 5 0
Cuba:

Sugar, refined

W g R R e L SR e

1 No imports,
2 Insignificant,

Tceland's exports to Communist coundries, 1960-62

[Valoe in millions of dollars f.0.b.]

Value | Percent of total exports

Country of destination
1 1

|
| 1960 1961 1962 | 1960 1061 1962

Albar i - et e s NP L L e o
Bulgaria._ ... : RN |
Czechoslovakia =

East Germany ..« .-.coeococioees

Hungary.

Foland. ..cceceneene-

Rumania........

U.8.8.R..

Communist China.._..__.

Other Asian Communist are

| e N S (s

Total Communist countries listed_..
Total exports to entire world_..______.____

1 Insignificant.

Most importani ilems exported by Iceland to each country listed above in order of
magnitude based on 1962 exporls

[Amounts in millions of dollars]
Albania
Bulgaria____
Czechoslovakia:
Fish, frozen, including herring
Fishmeal

2 2
Q9

i e o 1T g P s RS e e S e R e S e
Percent covered by listings above

See footnotes at end of tahle, p. 302,
30-642—64—pt. 1—20
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Most important items exported by Iceland to each country listed above in order
of magnitude based on 1962 exports—Continued
[Amounts in millions of dollars ]
East Germany:
Fish, frozen, including herring.____
Herrinm anitadcc o ros i e e o e e T

Total

Percent covered by listings above

Hungary :

Rotaliexportic T w0 o LT
Percent covered by listings above

Poland:
Herring, salted
Fishmeal

Rumania:
Fish, including herring, frozen and salted

USSR.:
Fish, frozen, including herring
Herring salted
Woolen blankets
Fish, eanned
LT L T e e T i e e R S T S R e R s 2

A TR S N Y S g e N, W " e Wl A Y 10,
Percent covered by listings above

Communist China
Other Asian Communist areas
I e e e i e e I

I No exports,
1 Exports were insignificant.
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Italy’s imports from Communist counlries, 1960-62

[Value in millions of dollars, e.i.1.]

|
Value | Percent of total imports

Country of origin

| 1960 1961 1962

FA LT R R e Sy e e
Bulgaria_ ...
Czechoslovakia.

U.S.8.R......

Communist China...._.. -
Other Aslan Communist areas. -1
s L e e e s e ey |

CEE T N SR

Total, Communist countries listed.. |
Total imports from entire world......._._.|

! Insignificant.

Most important items imported by Ilaly from each country listed above in order of
magnitude based on 1962 imports

[Amounts In millions of dollars, c.1.1.]
Albania:
Petroleum, erude and partly refined

Hides and skins
Fruits and vegetables

Bulgaria:
T T e e e R e i
Oilseeds, oilnuts, and kernels

{3 )

-

Petroleum erude and partly refined
Meat and meat preparations
Butter

O OO

Total imports
Percent covered by listings above
Czechoslovakia:

Machinery, nonelectric. - - -

Glass, glassware, and pottery

trop-and steel produetl.c o e e oo n i s ook o
Chemicals, other than pharmaceutical

Clay and refractory material

Malt and barley

Medicinal and pharmaceutical products

RO~~~

Bt et e O DO 05 00 00
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Most important items imported by Italy from each county listed above in order
of magnitude based on 1962 imports—Continued

k [Amounts in millions of dollars el.£.]

East Germany:

Machinery, nonelectric

Hematite pig iron

Chemicals

Glass, glassware and pottery

Cotton and cotton yarn

Coal and lignite

Wood

e )

Percent covered by listings above

Hungary:
Live animals, except horses
Iron and steel produets.
Meat and meat preparations________
Horses

Poland:

Live animals, other than horses
iy o s L e R
Meat and meat preparations
Butter

Rumania:
Wood in all shapes___
Cormn. -
Blooms, billets, and slabs of iron and steel
Petroleum produects. .
Meat and meat preparations
Butter

R e e L R e e i s i et ot
ORIt = e e ook e e e

Percent covered by listings above

U.B8.8.R.:
Petroleum, erude and partly refined
Wood in all shapes

Petroleum products
Iron and steel eoils for rerolling
Hermatite pig iron
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Most important items imported by Italy from each county listed above in order
of magnitude based on 1962 imports—Continued
[Amounts In millions of dollars e.l.f.]
U.8.8.R.—Continued
Iron and steel other than coils and hermatite pig iron
LY 1S i S Ao LN K e e e et e S e i s T S e T

A =]
1o

et bl

i
oo

Platinum_
Iron pyrit

2h=

A tal Ao e e e
Percent covered by listings above. .- -

Communist China:
Silk, raw, varn, and woven
Silver unworked and partly worked. __
Eggae e e
Animal hair, other than silk
Soybeans
Vegetables

Italy's exports to Communist countries, 1960-62

[Value in millions of dollars f.0.b.]

|
Value Percent of total exports
Country of destination . —

1061 62 | 1060 I 1961 | 1962
01|
a9

1960

=

l!uiguin P 1]
Czechoslovakin_ . e R . 0
East Germany... ... - | . 8
Hungary e e nia 22.0

o bl

- T%

Poland. .

|
Albania.. = ey | li
|
|

-

=9,

Communist China._.
Other Asian Communist areas
Cuba.. .........._..._.__...l

Total, Communist countries listed.. |
Total exports to entire world. ... :

! Insignificant.
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Most important items exported by Itlaly to each couniry listed above in order of
magnitude, based on 1562 exports

[Amounts in millions of dollars f.0.b.]
Albania:
Chemicals_ ____ .
Lubricating oil and greases
Manufactured goods (unspecified) . - ... _____
Machinery

Percent covered by listing above

Bulgaria:
Chemicals
Manmade yarn and fibe
Rice
Sheets and plates of iron and steel
Machinery, nonelectric.
Hideg enehalings (-0 o ol R e Tl AR b

Percent covered by listing above

Czechoslovakia:
Chemicals
Machinery, nonelectric
Fruits and vegetables
Iron and steel products
Rice.
Yarn of manmade fibers______
Road motor vehicles and parts
Synthetiec rubber and rubber substitutes
Hides and skins, undressed

Percent covered by listings

East Germany:
Fruits and vegetables
Cotton yarn

Hides and skins, undressed
Tobacco, unmanufactured
Synthetic organie dyestuff

Percent covered by listing above
Hungary:
Chemicals
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Most important items exported by Italy to cach country listed above in order of
magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars £.0.b.]
Poland:

T T e S e S T s et e e e s Wi g i
Iron and steel products

Yarn of manmade fibers

Machinery, electric

Balbhairini d L E U STV RN ol DL N T EI N B

Rumania:
Machinery, nonelectric, except textile, leather,
machinery
Textile and leather machiney
Manmade fibers, yarn, and fabric
Metalworking machinery
Tubes and pipes of iron and steel
Iron and steel, except tubes and pipes_._ . ___________
Machinery, eleetrie
Synthetic rubber and rubber substitutes. .. _____ .. ____________ 44"
Eroits Ay eouiaiEe - it e i = R e R e

Total exports
Percent covered by listings above

U.S8.R.:
Tubes and piples of iron and steel . - .- . __.._._
Machinery, nonelectrie, except metalworking
Iron and steel, except tubes and pipes
Manmade fibers and yarn

Synthetie rubber and rubber substitutes. . . ___ . _.._._.
e e e R e N S e N S LR s e SR S e e TPt
Motalworking maohi ety e et e et a e Saa
rate hat vegotables s s e L

Total cxporls-_-__________________________________________.:-__ 102. 5

Percent covered by listings above

Communist China:
Nitrogenous fertilizers
Manmade yarn and fibers______
Chemiecals, except fertilizers.
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Most important items exported by Italy to each country listed above in order of
magnitude, based on 1962 exrports—Continued

[Amounts in millions of dollars f.0.b.]

Other Asian Communist areas:
Nitrogenous fertilizer
Chemieals, except fertilizers
Manmade fibers____________
Machinery, nonelectrie__ _
Wool and other animal hair

Total _ =
Total exports_ . ______ =

Percent covered by listings above

Cuba:
Medicinal and pharmaceuticals
Machinery, electrie
Machinery, nonelectrie |-w‘-pt “machine tools__
\Iut:Inmng m:u"hm- tools_ . _ !

The Netherland's imports from Communist countries, 1960-62

[Value in millions of dollars, ¢.L.1.]

Value Percent of total imports
Country of origin i = et

| 1961 32 1960

1962

Albania...

Bulgaria

Czechoslovakia

East Germany..

Hungary....

Poland

Rumania

U.B.8.R

Communist China.. .
Other Asjan Communist areas___
Cuba. L = .

(M
1)
0.

0500 1o B3 et 50 sl e
PP TS TS

L,
i
|
|

Total Communist countries listed . ..
Total imports from entire world

| Imports were insignificant.

Most important items imported by the Netherlands from each country listed above in
order of magnitude based on 1962 imports

[Amounts in millions of dollars, ¢.11.]

I Imports were insignificant,
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Most important items imported by the Netherlands from each country listed
above in order of magnitude based on 1962 imports—Continued

. [Amounts in millions of dollars ¢.l.1.]
Czechoslovakia:

Glass, glassware, and pottery

Iron and steel

Machinery, nonelectric

Textiles

63T T AN G BT (T T I T T T T
Passenger cars and trucks

Clothing and footwear

Bicycles, motorcycles, and parts. ...

Pulp and paper

Platinum and platinum group metals

Total imports______
Percent covered by listings above

East Germany:
Chamisall = 4 ¥ il s e p e I L ooty B
Machinery, nonelectric__ __
Wood and wood manufactures, ineluding furniture____________
Potash salts (40 percent potash content)

. - . ! gt ;
ot ol R 0~

Toys and sporting goods

Clothing

Glass and glassware and pottery

8 VR T g Ly o e S e e oI B T e SO, e -
Pulp and paper

;!:-‘- | "\I"-II'J',.

Total imports
Percent covered by listings above

Hungary:
Clothing and footwear
it and N agot R e - e e e e
Textile:
Live animals, ineluding horse
Seamless iron and steel pipes.
e e T e e e R TR T
Poye And ST tInR BO0aE . L s a e i R LA e e

o = 00 =

| S

=

; 4.0
R s i 6. 6

Percent covered by listings above. .. .o oo oo oo i it caccaaoaaa

Poland:

Wood, including furniture

dine armde s alloyd. o o e L

Textiles._. .

Glass, glassware, and pottery

Cement and other building materials. - - - - - _.__
Meat and meat preparations

Fish and fish preparations - i A5
R e e TR e et
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Most important items imported by the Netherlands from each couniry listed
above in order of magnitude based on 1962 imports—Continued

[Amounts in millions of dollars e.1.f.]
Poland—Continued
Toys and sportintgaetll. . . LMY

Rumania:
Fruoits and vegetables . _ - Lo it R s
Vegetable oils
Cntton Tt e i e A L A AR e R L I
Lead, erude, unalloyed _
Oilseeds, oil nuts, and kernels

Percent covered by listings

N8R
Wood
Wheat
Coal .
Chemicals. _
Aluminum, erude
Zine, crude. _
Calcium phosphates
R TR T At S S S g g S S AT e A L R 3
Platinum and platinum group metals
Horsehair
Feedingstuff for aninals._______ NG Sl I O 1Y S DY,
Cadmium, crude
Petroleum products

Total imports
Percent covered by listings above

Communist China:
Tin, crude, unalloyed. ..
Silver and silver alloys, unworked
Soybeans
Cotton fabric:

Coarse animal hair, including bristles

R TEN Ly - R RS L T e e L s g e
Percent covered by listings above

Other: AsIan COMMUNIBE ATAB . cavaec ot ombm s i = e o v e =
Cuba:

I T E s G s o 0 e = e e e e o A e o TN M e s S e
Honey

g3 TR ST e O P L e S S = e, S ek e e s 3.6

Favent covared by THbngs ADoVe o - coa it mam cmnm e w s M S s a7
! Total imports amounted only to $64,000, consisting mainly of zine, erude.
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The Netherlands' exports to Communist couniries, 1960-62

[Value in millions of dollars Lo.b.]

Value | Percent of total exports
Country of destination |

1960 061 | 19e2 | 1900 | 1961 ‘ 1062

Albania. (1) | (1) | (1)
) (L3 Y B ot
0.3 | 0. 0.

East Germany

Hungary . _

Poland . -

Rumania

B30 B0 R e =
Communist China....

Other Asian Communist areas. ...

S RS S

Cuba

S

£ Total Communist countries listed ..
T'otal exports to entire world ... __._______|

! Insignificant.
? Revised data.

Most important items exported by the Netherlands to each country listed above in
order of magnitude, based on 1962 exports

[Amounts in millions of dollars f.0.b.]

Albania

Bulgaria:
T T B T e e e h e e Lk a—
Tin, erude
LT T e U L (e e e B e B Rl e e S B
iR e e
Hides and skins, undressed

Percent covered by listings above

Czechoslovakia:
B0 Tt 1 e e e Lad Skt LIS LAl APIRC G sl sl A LIE S | e e 3
Iron and steel products.
Food and beverages
Rubber, crude o
Hides and skins, undressed . _ _ .
LTI R L Ry [ el e I e R S e S TR L ey T S S
Wool and other animal hair, including coarse hair

@®

A, TR Ve e e T L P S Lo S e L MO (e R Syl - 1

| <1l oo

Percent covered by listings above

East Germany:

o

ok V0 1 E L L S i A O U D Scale s (T iR e B,
Meat, fish, and preparations

Dairy products. .- _____

Textile fibers, yarn, and wast

Machinery, nonelectrie

B TR i e et L SRR R S el S IR e e S

C=l=]

S I

1 Exports were Insignificant.
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Most important items exported by the NetRerlands to each country listed above
in order of magnitude, based on 1962 exrports—Continued

[Amounts in millions of dollars f.0.b.]

East Germany—Continued
Clothing

Percent covered by listings above__._____.

Hungary:
R O R R i v G e e e el s M DR B S B
Viscose yarn
Railway and tramway Ieelght oIS, oo i et aase a2
Animal and vegetable fats and oils.
Horsehair, coarse hair, and manmade fibers_ _______________________
Textile waste and rags_ . .

IFotall Mot (L e o

Percent covered by listings above

Poland:
Machinery, nonelectric
Chemicals._ -
Machinery, electrie
Food, including live animals
Rubber, crude

Total_ __
Total exports

Percent covered by listings

Rumania:
Chemicals
Machinery, eleetric. - _
Machinery, nonelectrie
Strueture and parts of iron e
R e DAy N s o

S 00 O e 1D

Total. - -
ROt PO s e e

=-1=1 | tw-.»-

Percent covered by listings above

S.R.:

Heat exchangers, except for refrigerating equipment

Plates and sheets of iron and steel

Chemieals, organie

Viscose yarn

Machinery, nonelectric, except heat exchangers_ . _________________
Carbon black

4T SR T e T I e e L T R L N D o el AR

Percent covered by listings above.______




EAST-WEST TRADE 313

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.0.b. ]
Communist China:
Ammonium sulfate fertilizer
Organic chemicals L
el D o e o e e o e e e e ek Lo e a5
Paper and paperboard

Feadingstufl for animals: - o o o e
D airy: RO uR. - - o e e e e ke e e e
Fruits and vegetables

* Exports were Insignificant, consisting mainly of organie chemicals and viscose yarn,

Norway's tmports from Communist couniries, 1960-62

[Value in millions of dollars e.L.1.]

| Value Percent of total imports

Country of origin e e e o CRCTALI SIS (O

19460 1961 H6: 1960 1961 1962

Albania

Bulgaria. .
Czechoslova

East Germany.
Hungary

FPoland S
ROUMANN. o eeeeeaaae
UBBR.......
Communist China. ...
Other Asian Com
Ohbats ..

Total Communist countries listed. ..
Total imports from entire world

1 Insignificant.
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Most important items imported by Norway from each country listed above in order
of magnitude based on 1962 imporis

|Amounts in millions of dollars c.L1.)
Albantn ol i L1
Bulgaria:
Fruits and vegetables (total)
B - e I T e T T G S

Czechoslovakia:
Sugar, refined :
Motor vehicies and parts. oo el gl R s
g 1 e N TGS M CERCR
Machinery
Clothing and footwear
Musiecal instruments and toys

Total imports

Percent covered by listings above
East Germany:

Sugar, refined

Chemicals

Clothing
MO Rl I D D T B N L o e e e o sk e o st e e o o

Total imports

Percent covered by listings above_ - oo acaaaaaa- :

Hungary:
Clothing
B e e o ro B i e it o T A 0 B B W i i
Glassware and pottery
Machinery

Porcont covered by Hstingaabove. .. .0 . _Jollad ol acsildide
Poland:

Sugar, refined

Fuel oil

R ot e e s e e it i i i b o o oo e e e

Iron and steel

Construction material

Total imports

Percent covered by listings above

! No imports.
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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 dollars ¢.1.1.]

Rumania:
Fuel oil (total)

Total imports
Percent covered by listings above

U.S.8.R.:

Percent covered by listings above

Communist China:
Bristles and bird feathers
Crude vegetables material
Cotton textiles

Lulm.
Sugar, refined
Chemicals

Percent covered by listings above

? Imports were insignificant, amounting only to $4,000, consisting mainly of bird feathers.

Norway's exports lo Communist countries, 1960-62
[Value in millions of dollars f.0.b.]

Value Percent of total mp{r‘rls
Country of destination

1060 1061 | 1062

Albania ... __

Bulgaria. .. ______

Czechoslovakia. .

East Germany.

Hungery......

15 S S
Rumanis........

U.B.B.R.. o s
Communist China?____
thher Asian Communist areas

;e
- b
e

B
|
|
|

]

7
[

4|
3

. Prpreom

ok ot o
[-1-1-E=1- ]

i '
D e e OO GO e O -

®
3
»

Total, Communist countries Ii.sted__
Total exports to entire world. ... _.__

-
3
e

1 Includes Outer Mongolla.
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Most important items exported by Norway to each couniry listed above in order of
magnitude based on 1962 exporls
[Amounts in millions of dollars f.0.b.]
Albania
Bulgaria:
it e o M) el S R M O L e B Ry B S
Paper and paperboard

g RSy B e R, I S e S B S R T S
Percent covered by listings above

Czechoslovakia:
Fish and fish preparations. s o eceinccnarsinstaia st wanana il oo
Animal and vegetable fats and oils
BT [ e L e o R N Sy < Az o s, et -y xS by <
Aluminum, unwrought
g i T T ey e R S St SRt (R T L (/o s
Pulp and waste paper
Meat and meat preparations

LI e g W LU SRS A e R L OB e e R

Percent covered by listings above

East Germany:
Fiah sand DrepAralions. - - o o cam s m it RO e
Paper, pulp and waste
Meat and meat preparations. . - oo el
Animal and vegetable fats and oi y
B o e LB wte e e ] el T - PSR o CRR Qe AR SRSl e

o =]

Hungary:
Manmade fibers._ .
Paper, pulp and waste
Animal and vegetable fats and oils
Office machinery

v i e e B R R L L D T L R e S
RO B DR o e e e e T e P e e

Percent covered by listings above

Poland:
Pulp and waste paper
Irofiore And ConCE R B e o s e s i e P e A o7 s o i o
Animal and vegetable fats and oils
Fish meal and meat meal
[ e et o1 (N e . it I | SR e e S

=g

Catnincn

=%]

I

See footnotes at end of table, p. 317.
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Most important items exported by Norway to each country listed above in order
of magnitude based on 1962 erports—Continued

[Amounts in milllons of dollars f.0.b.]
Rumania:
Manmade fibers
Paper, pulp and waste___..
Hides and skins
Fish and preparations

e =

I

[

'

ot eXpOrts. o e e b
Percent covered by listings above. ...

3.8.R.:
Oils and fats, processed, and waxes
Meat and preparations
Round iron and steel bars, hot rolled
Manmade fibers
Fish and preparations
Pulp and waste paper

Communist China:
Aluminum, unwrought
Chemicals

oo | =

Total exports
Pearcent: covered by listings above. ... ao oo Lol oooooinia

Other Asian Communist areas
Cuba:
Pulp and wastepaper
Fish and preparations
Chemicals

Total exports

Percent covered by listings above
1 No exports,

Portugal's imports from Communaist couniries, 1960-62
[Value in millions of dollars e.L.1.]

Value Percent of total imports
Country of origin

1961

East Germany
Hungary.

Communist China.______ .
Other Asian Communistareas. ... .| ceeoeea |-
1

DR S S e i s ] E

Total Communist countries listed._.|
Total imports from entire world......ce.-.|

1 Insignificant.
80-642—64—pt. 1— 21
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Most importand items imported by Portugal from each country listed above in order of
magnitude baged on 1962 imports

[Amounts In millions of dollars f.0.b.]
Albania
BOIZATIA oo oo m oo mmm e o eceem o cCaemmmcecme—mememaesemeaa-
Czechoslovakia:

(-]

Metalworking machinery
Other machinery, nonelectrie
Road motor vehicles_ ...

Iron and steel bars, rods, angles

ot

Total imports
Percent covered by listings above

East Germany:
Office machines (total)
Total imports

Percent covered by listings above
Hungary. - -

Poland:

Total imports
Percent covered by listings above. .- oo oo

Rumania:
Petroleum products (total) d e 1.0
Total imports 1.0

Percent covered by listings above 2 L (P 11
U.8.5.
Communist China: _

Crude vegetable material, and vegetable oil (total)

Total IMpPOrts.eeoocccococicmmmmascciosmmmmmammmamoscnm e

Other Asian Communist areas
Cuba

1 No imports.
Total imports amounted only to $82,000 consisting mainly of manufactured goods,
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Portugal's exports to Communist couniries, 1960-62

[Value in millions of dollars f.0.b,]

| Value Percent of total exports
Jountry of destination k. £ =

| 1960 | 1961 ‘ 1962 1960

Albania._..
Bulgaria__
Czechoslo
East Gern
Hungary.
Poland . ...

Other A
Cuba. ..

Total Communist countries listed. _
Total exports to entire Worlde e cccveceae

1 Insignificant.

Most important items exported by Portugal lo each couniry listed above in
magnitlude based on 1962 exports
{In millions of dollars f.0.b.]
Albania

Bulgaria:
Cork, raw and waste (total)

Total exports

Percent covered by listings above
Czechoslovakia:
Cork, raw and waste
Cork manufaotures: . oo sssmauc L smpassissmSacitin s s s wuns
Fish products

Percent covered by listings above._ . e
East Germany:

Cork, raw and waste (total)
Total exports_ - ___.

Hungary:
Cork, raw and waste (total)
Total exports
Percent covered by listings above. .- oo oo -o ool ..
Poland:
Cork, raw and waste (total)____.
Total exports
Percent covered by listings above
Rumania:
Cork, raw and waste (total)
Total exports. - . ccocacas

Percent covered by listings above

See footnotes at end of table, p. 320
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Most important itemsZexported by Porlugal to each country listed above in order of
magnitude based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]
U.B.8.R
Communist. China:
Cork, raw and waste (total)
Total exports

Percent covered by listings above

Other Asian Communist areas
Cuba

1 No exports.
1 Exports were insignificant.

Turkey’s imports from Communist countries, 196062

[Value in millions of dollars e.1.1.]

Value Percent of total imports
Country of origin

1961 | 1062

Albania

RN - s sl ato i o m i
Crechoslovakia . o oo
Easgt Germany

i
i
]
for

YT PRT- N

R e o

N

oo Cn S~ Nt

Rumania. .

USSR .

Communist China__ ..«

Other Asian Communist areas.

CODB.. « iremnmnnmmrsems e s e

- |
-

Total Communist countries listed . _ .
Total imports from entire world - - oeeo--

1 Not available.

Most important items imported by Turkey from each country listed above in order of
magnitude based on 1962 imports

[In millions of dollars, e.i.1.]

Albania
Bulgaria:

Plates and sheets of iron and steel

Chemicals

Machinery

(lass and pottery

Textile yarn

Total Imports. - - - ccccmmcmmmmc e e e cemmemceememe y
Percent covered by listings above

Czechoslovakia:
Machinery, nonelectric
Road motor vehieles . .- .o - c oo imaamcaccacemaa.
Pulp, paper, and paperboard
Glass, glassware, and pottery . - - o - o ememaee
Machinery, electric. - - - - - cc e mcemmmmmamaaa S

Total imports.

Percent covered by listings above

See footnotes at end of table, p. 321.
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Most important items imported by Turkey from each country listed above in
order of magnitude based on 1962 imports—Continued

[Amounts in milllons of dollars e.l.f.]
East Germany:
Machinery, nonelectric
Machinery, electric
Scientific, optical, and photographic equipment
Chemicals

Percent covered by listings

Hungary:
Chemicals
Machinery, electric
Railwayv vehicles
Scientific and photographic
Iron and steel

Percent covered by listings

Poland:
Road motor vehicles
Chemicals
Rubber, crude and manufactured
Paper and paperboard.____
Machinery___

Rumania:
Wood. .
Chemiecals. _ .
Machinery..c-.-.--.
Petroleum products.

Totall o oo
Total imports

U.B.S.R.:
\\.l '(HI - -
Petroleum products
Machinery
Motor vehicles

Communist China
Cther Anian Communist 8reas. -t oo ot o e

1 No {mports,
2 Imports, if any, were not available from source used,
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Turkey's exports to Communist couniries, 1960-62

[Amourts in millions of dollars f.0.b.]

Value Percent of total exports
Country of destination

1961 | 1962

|
Albania

Bulgaria.........
Crechoslovakin

East Germany.

Hungary.....

Toland

Rumania. .

U.B.8.R

Communist China ...
Other Asian ¢ “ommunist areas

MBI 1D D 0o e e b

E o
o n e e D8

Total Communist countries listed..
Total exports to entire world

1 Not available.
! Insignificants

Most important ilems exported by Turkey to each country listed above in order of
magnitude based on 1962 exporls

[Amounts in millions of dollars]
Albania
Bulgaria:
Fruits and nuts, fresh and dried _ . oo i aa oo eaodEcab. 0.
Wool and otlu,r animal hair
Tobacco, unmanufactured
Hides, skins, and fur skins
(:-pt.ton

Czechoslovakia:
Tobaceo, unmanufactured
Fruits and nuts, fresh and dried
\\ ool and other animal hair

A= oo

Orrs and concentrates of nonferrous base metals
Iron ore and concentrates
Hides, skins, and fur skins

9 W

East Germany: Tobacco, unmanufactured (total)
Total exports

Percent covered by listings above. - o a oo c oo ee

See footnotes at end of table, p. 323.
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Most important items exported by Turkey to each country listed above in order
of magnitude based on 1962 ewports —Continued

[Amounts in millions of dollars]
Hungary:
Tobacco, unmanufactured
Fruits and nuts, fresh and dried
Hides and skins
Wool and other animal hair
Oilseeds, oil nuts, and oil kernels. - - oo ec e e
Cotton

Total exports

Percent covered by listings above. oo ccccmccccccmmccmee e e

Poland:
Tobacco, unmanufactured
Cotton
Fruits and nuts, fresh and dried
Hides and skins
Wool and other animal hair

Rumania:
Wool and other animal hair
Oilseed, oil nuts, oil kernels._ - - - - - oo ce e e

Total exports
Percent covered by listings above_ . e eeeea e

U.S.8.R.:
Live animals
Wool and other animal hair
Tobacco, unmanufactured. - - cccccccceeeecccmcmmmesca e sdcan—-
Dyeing and tanning extracts. - - oo
Cotton

Total exports
Percent covered by listings above. .. e ceeeeeemee- *

Communist China
Other Asian Communist areas
Cuba

! No exports.
: Exports, if any, were not available from source used.
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United Kingdom's imports from Communist countries, 1960-62

| Value in millions of dollars c.i.f.]

Value | Percent of total imports
Country of origin - : : e

1061 i2 i 1962

Albania.... ... : : X m m Q)
Bulgaria. ... : .3 | L L 5 A 0
Czechoslovakia. 3 .3 d

East Germany..
Hungary......

U.8.8.R

Communist China 3. ..

Other Asian Communist areas
(0 1] R TR S

Total from Communist countries
listed . ..
Total imports r

! Insignificant.
3 Includes Quter Mongolia,

Most important items imported by the United Kingdom from each couniry listed above
in order of magnitude based on 1962 imporls

[In millions of dollars ¢.i.1.]
Albania:
Cotton, raw and waste (total)
T e T S S U S Y. ¢ 1) T WY LT R T

Bulgaria:
Ernite and vegebables. oo et DY
Zine and zinc alloys, unwrought . - _
Wood and wood manufactures._ _ _ _
Meat and meat preparations._..__

RO T B I i e cre s E e e s o v i e o o Tt
Percent covered by listings above

Czechoslovakia:
Wood, shaped and simply worked - - - - e
Wood manufactures including furniture
Sugar, refined
Clothing and footwear_ _ _ ________
Gilass, glassware, and pottery
Textiles and floor coverings
Chemiebls . oo o o aana
Pulp, paper, paperboard. ...
Machine tools
Printed matter
Lubricating oils
Meat and meat preparations___________
Fruits and vegetables_ . .- ____._
Tungsten ore and tungsten concentrate

o

to e
00 00 0 e =] ia 1D

At b b b0 S

=]

o0

Total imports

Percent covered by listings above. o oo oo o oo ___
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Most important items imported by the United Kingdom [rom each country listed
above in order of magnitude based on 1962 imports—Continued

[In millions of dollars ¢.i.f]
East Germany:
Potassie fertilizers, manufactured
Wheat
_\f:t(‘him'r_\'
Optical, scie 11r1I|< s Jlul phuluu aphic instruments and equipment
Foreking. .. T8 B et B L e A e e i A e A
Potassic salts, erude
Mineral jelly and waxes
Sugar, refined

noo o

o

R e O 00

70 e B R R L T ok SRRl L e SCLE R T T M
b T b e ey PR, L L S S s T R e T

Hungary:
Meat and meat preparations_ . oo il cciicccccatsasacsaabaa
N AT O B e s e e e e et e b i e
Clothing except fur
AN n T i e NS T IR e S GRS S SRR s
Butter
Fur skins and fur clothing
Machinery, electric J
Platinum and platinum group metals____ . o
Footwear.

000 o O D 0 =T

Lg=]

Total imports
Percent covered by listings above

Poland: )
Meat and meat preparations
Wood, shaped and aimp]\ worked
AT RN A R SRS SR R Y s
Sugar, raw and refine TR o MR P, Bl e A A
Eggs
Fur skins, undressed
Fruits and vegetables. __ _______
AR N I e AT e e PR LR SO I S W

—
=

MW ONm
e - S -

Wood in all shapes

Meat and meat preparations
Fruits and vegetables
Footwear

Sugar, raw

O o e e
Total imports

SR =

ww | =

Percent covered by listings above
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Most important items imported by the United Kingdom from each country listed
above in order of magnitude based on 1962 imports—Continued

[In milllons of dollars ¢.1.f]
UBS8.R.:
Wood and wood manufactures
Fur skins

n=l=1=1

Iron and steel coils for rerolling

Iron and steel, except coils for rerolling

Pulp and wastepaper- - - - _____. SN WL V- =33
Cotton and flax, raw and waste

T 00

Fish and fish preparations. .. ___

Feedingstuff for animals. - oo eai o oian-a
Fuel-and lTobrieating ofls. . - o cmin e cain e a e e e
P A N s e o s e S < e e e e

R Cr =100 S 08 ~1fn

WML DD

[y

Total.- ...
I e e e R e ) RS N L e e e LR S 235, &

Percent covered by listings above 89
Communist China:

Silver, refined

L e o A ey L IS e e N N S e e e e

Tin, unwrought

Cashmere

Animal hair, except cashmere

T T e T e T I

Soybeans. oo iiicsciieeemmamecemmseceemreseesmmm———aea-

(]
A

1.
1.
1.

G 0 00 o0
70 b 51 01 =T e

Motal dmportes aos e e e e L T L Lt ol e
Percent covered by listings above
Other Asian Communist areas:

Zine and alloys (total)
Total imports

Cuba:
Sugar
Tobacco.

Total :
Tolal Importa: toc . oo e ii s ccc i i cacshavssbivianbnaenansn o

Percent covered by listings above
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United Kingdom’s exports ! to Communist countries, 1960-62

[Value in millions of dollars f.0.b.)

Value Percent of total exports
Country of destination 1 |

1961 1962 | 1960 | 1961 1962

(% ] (k)]
0. ) ]
East Germany

Hungary....
Poland. __

S0 it 1 D

Communist China 3 ____....
Other Asian Communist areas.
Cuoba__.

12 & 82 00 13 13 n

Total Communist countries lsted._.. 381,
Total exports to entire world ,207.3 |

! Includes reexports.
! Insignificant.
t Includes Outer Mongolia.

Most important items exported ! by the United Kingdom to each country listed above
in order of magnitude, based on 1962 exports

[Amounts in millions of dolls
Albania

Bulgaria:
Chemieals
Machinery, nonelectrie
Paper and paperboard
Tubes and pipes of iron and steel._
Rubber produets_ _ __________

Percent covered by listings above

Czechoslovakia:
Machines for special industries
Machinery, nonelectrie, except machines for special industries
Chemicals, exeept organic
Copper
Wool and other animal hair___
T

Lot

Universals, plates and sheets of iron and steel
Machinery, electric

Organie chemicals

Woven textiles

Total exports._ .
Percent covered by listings above

! Including reexports, 4
? T'otal exports amounted to $60,000 only, consisting mainly of chemicals,
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Most important items ewported by the United Kingdom to each couniry listed
above in order of magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars f.0.b.]
East Germany:

B SRR B el i s e e R S e e e e o
Niaphinery, noneleetrie. - ool cida s el i i e ien S e
Dy % e Lo BT W 1 - SR S e e P oL iy B L A
Chemieals: .- e e et f e Sy et S
Wool and other animal hair

Machinery, electric

S-S0

Hungary:
CHemienlB s e e e R L e
Machines for specinl tanateies. - L o s e et oo
NErimery eI s e s T e e e
Machinery, nonelectric, except machines for special industry
Copper
A AT T R e e S S ] e S R e e
Wool and other animal hair
Textiles and yarns
Seientific and photographic instruments and equipment

L

Poland:
Machinery, nonelectric, except machines for special industries

Chemicals

Machines for special industries
Iron and steel products
Machinery, electric

Railway vehicles

Wool and other animal hair

= B ol = N=T = =N N

Lo

@
-

Rumania:
Machines for special industries. <o - ccncescirncnrcmmcnarcanmaan
%f‘f[achinery, nonelectrie, except machines for special industries
in
Chemicals
Iron and steel products
Copper
Articles of rubber
Road motor vehicles

=t

)
;o
o ~x

Total exports

oo
fuy

Percent covered by listings above
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Most important items exported by the United Kingdom to each country listed
above in order of magnitude, based on 1962 exporis—Continued

[Amounts in millions of deollars f.0.b.]
U.B.8.R.:
Raw rubber, including crepe and latex .- oo
Machings forspecial Industries. . - .. v oo mt s mme b e m
Machinery, nonelectrie, except machines for special industries
Sheets of steel, black, except alloy steel
IR e e e r e e e e R A
Iron and steel, except black sheets, nonalloy
Machinery, electric

Communist China:
Manmade fibers and yarns
LT ] AU P S N el T Sy e e R e e = e
Copper, unwrought
Wool tops
Iron and steel plates
Machinery, electric
Machinery, nonelectric

e e e =
J'—‘W (= RN -5 N~ =]

Total exports

l
|

Percent covered by listings above
Other Asian Communist areas

Cuba:
Power generating machinery, nonelectric. - - <o o ccmccaaoo ST L
Machinery, electric
Chemicals
Machinery, nonelectric, except power generating
Articles of rubber
Road motor vehicles
Feedingstuff for animals
Aireraft

Total exports

Percent covered by listings above
% Exports to North Vietnam and North Korea amounted to $161,000 of unspecified merchandise.

Canada’s imports from Communist countries, 1960-62

[Value in millions of dollars f.0.b.]

Value Percent of total imports

Country of origin

Albania

Bulgaria____.__.
Czeckoslovakia.

East Germany ..
Hungary.......-

Poland

Rvu‘m?nia__

Communist China

Other Asian Communist areas

R

.%.9* Mg, e

Total, Communist countries listed ..
Total imports from entire world

-
=3

1 Insignificant.
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Most importand items imported by Canada from each country listed above in order o
magnitude based on 1962 imports

[Amounts in millions of dollars, f.0.b.]
Albania
Bulgaria
Czechoslovakia:

Glass, glassware, and pottery

Textile machinery

Clothing, except fur

Jewelry and religious articles

Passenger cars, motor vehicles, and parts. - - - oo e ==
Office machinery and parts

Bicycles

B G0 0 0O e i b B b

@
-

~
e

East Germany:
Glass, glassware, and pottery
Scientific and precision instruments
Alabaster, spar, and other ornaments

Ll -

00~

Total imports

Percent covered by listings above

=

Hungary:
lassware
Miscellaneous food

i-b:l Lol

Total imports

|

=3
o

Percent covered by listings above

Poland:
R L o e e n o T D e s W g o o e B ot o R i
Fruits and vegetables
GO R LG I D o e ah v oha e i e b e il s e
Bicyeles
Glass, glassware, and pottery - - - - oo maeca e
Meat, canned

|

[

Fur skins, undressed
Alabaster, spar, and other ornaments

=R RO

."“.5"]
-0

Total imports

H

Percent covered by listings above

Rumania
Bee footnotes at end of table, p. 331.
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Most important items imported by Canada from each country listed above in
order of magnitude based on 1962 imports—Continued

[Amounts in millions of dollars f.0.b.}

U.S.8.R.:

Fur skins, undressed

Potassium chloride fertilizer_ ...

Plywood

Alloys for steelmaking__________

Textile waste and rags

4 - SR

et el T

l--.-|
-1 -

Total imports

|l

Percent covered by listings above

Communist China:
Fruits and vegetables. - _ e
Fur skins, undressed
D el B - - o i o s i i i e e e 0 e e S e =
Peanuts, green
Floor coverings

f
-0 00 00 O

3.5
Total imports 4.

L)

H

Percent covered by listings above 83
Other Asian Communist Areas. . . oo cooccmecccceccmccmmem—e—————— et 4N
Cuba:

Sugar

Tobacco and manufactures

Fruits and vegetables _ _ s

Total imports....-

Percent covered by listings above
1 No imports.

# Imports were insignificant.
1 Total imports amounted to $57,000 only, of which the largest item ($33,000) was clothing.

Canada's exports to Communist countries, 1960-62
[Value in millions of dollars f.0.b.]

Value Percent of total exports
Country of destination

1960 1961

P Lo || U R PR
LT S — z
C | 1 v

East Germany.......--.-

-
POGE et e et 1

UBAR.cuaassaes
Communist China ?
Other Aslan Communist areas....

(0111, T —————

5
0
0
0
4
4
5
9

Total Communist countries listed. . , 2
Total exports to entire world....cc oo oe. .- : 5,819.4 . . I N |

1 Insignificant.
1 Includes Outer Mongolia.
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Most important ilems exported by Canada to each couniry listed above in order of
magnitude, based on 1962 exporls

[Amounts in millions of dollars f.0.b.]
Albania:
Wheat, except seed (total)
Al B DOt L i rn s e b e e R S a e S e B

Bulgaria:
Aluminum fabricated materials (total)
e T Gy | IR s A B R s n e e VS B e e il
Percent covered by listings above

Czechoslovakia:

o b

Abuminun: plgs; ingots, snd8labe o - oo oo oo L LD
Flaxseed
Sidesand BERE. . s AR
Asbestos

[ SN

Total exports

Percent covered by listings above
East Germany:

Asbestos (total)

Total exports

Percent covered by listings above

Hungary:
Asbestos

Total exports
Percent covered by listings above
Poland:

Wheat, except seed
Synthetie fibers and waste

1O S
DO =Jesen

Percent covered by listings above

Rumania:
Tractor tires
Textile rags
Aluminum pigs and ingots
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Most important items exported by Canada to each country listed above in order

of magnitude, based on 1962 exports—Continued

[Amounts in millions of dollars £.0.b.]

U.S.8.R.:
Agricultural machinery
Hides and skins, undressed

Synthetie rubber and plastics
Machinery, except agricultural

Total

ot aporte . o

Percent covered by listings above

Communist China:
Wheat, except seed
Barley

333

OREENONIR. — == e STt Skl b o/ B s e S e e i 137.

Percent covered by listings above

Other Asian Communist areas_ ...

Cuba:
Animal oils and fats
Live animals

Noodingatifl 100 Bniinale. « o o oo i e i e A ik s e e

Chemicals
Milk and cream

ST g ey e R e B R e L

Machinery, nonelectric

U R DR DET . e e

Machinery, electrie
Aircraft
Fish

K I T TR A i (R PO S L R e

Percent covered by listings above

I No exports,

U.S. imports from Communist couniries, 1960-62

[Value in millions of dollars f.0.b.]

~Zosw

6
4
4
.4
3
%3

~ b

t

Country of origin

Valoe

1961

2
L&)

Albania

Czochoslovakia. . oo
East Gormany . . i
Hungary.....

Poland. ...

U.B8.8.R

Communist Ching. ..o eaoaa
Other Asian Communist areas. .
Cuba

Total Communist countries lHsted.......
Total imports from entire world

e i B e 5 0 S

-
-

-
LTS ol et

2k

Percent of total imports

1960

0]
01
(1)
()
o

o

1962

M
(O]
0.1
(0]
0]

™

118.6 |

14,357.3 : 16, 249,

08,

- [ -i-l;olcmﬁl‘xmaum

I Insignificant.,
30-842—64—pt. 1—22
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Most important items imported by the United States from each country listed above
in order of magnitude based on 1962 imporls

[Amounts in millions of dollars f.0.b.]
Albania:
Sage, unground (total)

Total imports

Percent covered by listings above

Vegetable produets, inedible

D R I N e e = A e N
Total imports

Percent covered by listings above

Czechoslovakia:
Glass and glassware. . __ - __-_-_- e v e G e et s 08
Beads and beaded fabrics
Textiles
Bieyeles, motoreyeles, and parts
Imitations and snythetic precious or semiprecious stones
Books and pictures
Canned cooked hams
Machinery, except typewriters. - - - oo ccccmcacccccmceeeeeeeaaaas
Typewriters

‘CAJGC:G‘*IIV-‘ <

=1
=]

Total imports

|
ot
| =
<1 R
W o

Percent covered by listings above

East Germany:
F

Typewriters

Cameras and optical goods

Glass, glassware, and china. - o e
Bicycle parts

T TR S e e e e e S i SR S
Chemicals

[ B RO B D SO G2 =] ‘

0o
e

|

I;;;;b&gﬁ N%.

Hungary :
Wine and other beverages

Books, pictures, and artwork
Glass and glass products
Bicycles and parts

Feathers, crude

o

Total imports

Percent covered by listings above
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Most important items imported by the United States from each country listed
above in order of magnitude based on 1962 imports—Continued

[Amounts in millions of dollars £.0.b.]
Poland:
Meat, mainly canned ham___.__________ E
Furs, undressed

Faathiond and hretlan: . o e L e
Glass and glassware
Wood manufactures
BIovelns. ...l i i si s ma s ran e A e S e S e S e e e
ot tar AN AN . e o e e e e i e

Percent covered by listings above._ . ..o oo __o__.

Rumania:
(Glass and glassware
Spices
Furs, undressed, and feathers, crude

—— S

(=

(=]

U.8.8.R.:

Furs, undressed

Palladium

Rhodium

Platinum

Chrome ore

Cotton linters and waste

T A i W Ty e (R e TSy 1 W P TS S <R ST A R e

AN OOm=D;

Perdant ¢overed by liptings Alove. .ol e a e it et e e e v n e
Communist China:

Antiques, made prior to 1830 (total)

Total imports

Percent covered by listings above

Other Asian Communist areas:
Cashmere goat hair
Camel hair

Cuba:
Tobacco, unmanufactured
Tobaceo, manufactures
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U.8. exports to Communist countries, 196062

[Value in millions of dollars f.0.b.}

Value Percent of total exports

1061 1662 1661 1062

Albania. .-
Bulgaria. .
Crechoslo

East Germany..
Hungary.
Poland

Total, Communist countries listed..
Total exports to entire world

1 Inslgnificant.

Most important items exported by the United Slates to each country listed above in
order of magnitude based on 1962 exports

[In millions of dollars]

Albania
Bulgaria

Czechoslovakia:
Soybeans

ST T b oy 13 | A e et Sl e b ST St s L e
Medicinal and pharmaceutical preparations
Cattle hides and skins

East Germany:
Tobacco and manufactures. . - - ... .. .
Oranges and tangerines, fresh

Total exports

Percent covered by listings above

Hungary:
Medicinal and pharmaceutical preparations
Glassmaking machinery
Chemieals
Hides and skins, raw. -

See footnotes at end of table, p. 337.
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Most important items exported by the United States to each couniry listed above
in order of magnitude based on 1962 exports —Continued

[In millions of dollars)
Poland:
Wheat
Clothon: Yaw. U le ol _ ¥ Sl il feinca e teis m b see s e e
Barley
Cereals, except wheat and barley
Cottonseed and soybean oil, refined and erude_ - - - - .-

Wheat flour
Misecellaneous machinery
Rubber, synthetic

Total
Total exports

Percent covered by listings above

Rumania:
Machinery and vehieles. . - e eeeccioiccasaaeaaas
Grass seed
Antibiotics

Percent covered by listings above o v e e o

U.S.8.R.:
Cattle hides
Tallow, inedible
Machinery, except papermills a
Papermills and parts
Synthetic textile fibers and yarn
Rubber, synthetic

Total

Total exports

Percent covered by listings above. - - - oo oo

Communist China
Other Asian Communiat Breas. . . .ol ccmccetnssandnnnccraa
Cuba:

Biological supplies

Aot iar Tor Ml o e e~

Total exports
Percent covered by listings above

1 No exports.
2 Exports were insignificant.
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Trape ControLs oF FreEe-WorLp COUNTRIES }

This section summarizes the trade control measures of many of the important
mercantile countries of the free world, including those participating in the multi-
lateral strategic trade control system.

These summaries are concerned primarily with the basie export license and
customs control procedures originally established for economie or financial reasons.
Security trade controls have been generally exercised through these basic pro-
cedures, supplemented, to increase their effectiveness, by Import Certificate-
Delivery Verifieation (IC/DV) procedures, shipping controls, Transit Authori-
zation Certificate (TAC) procedures, and transaction or financial controls. The
summaries which follow describe the main features of these national control
systems as they stood June 30, 1962. The countries are arranged in alphabetical

order.
AUSTRALIA

License requirements

Under the terms of the Customs (Prohibited Exports) Regulations the export
of arms, explosives, naval and military stores, and goods capable of being used
for purposes of war, is subject to the consent of the Minster for Customs and
Excise. Provision is made in the Customs Act to require production of Landing
Certificate if considered necessary. There is no direct provision for Import
Certificates issued by the country of proposed destination. However production
of such certificates is required if considered warranted.
Ezxchange controls

Under the terms of the Banking (Foreign Exchange) Regulations goods shall
not be exported from Australia unless a license issued in terms of these regulations
is in foree and the terms and conditions to which the license is subject are complied
with. The object of this control is to ensure that 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 Australia.

Transit conirols
Australia participates in the Transit Authorization Certificate system.

Shipping conirols

Except in regard to hazardous cargo there are no specific controls over the
method of exportation of goods from Australia. Control over export of hazardous
cargo is exercised by the Department of Shipping and Transport under the
Navigation Act 1912-1961.

BELGIUM-LUXEMBOURG
License requirements

The basie legislation from which the present import-export control 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 terms the regulation 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 Administrative Commission (the Commission Administrative Mixte
Belgo-Luxembourgeoise), and in this way provided a central agency for coordi-
nating the import and export licensing procedures of Belgium and Luxembourg.
Pursuant to the 1935 convention, when the appropriate ageney of either Govern-
ment desires to modify or expand regulations pertaining to import and export
controls, the recommendation is discussed with the appropriate agencies of the
other Government; their agreement having been reached, the new policies are
communicated to the Mixed Commission, which then transmits identical instruc-
tions to the Belgian Central Office of Licenses and Quotas and the Luxembourg
Office of Licenses. This procedure insures close coordination of the import and
export licensing operations of the two Governments in order that the general
economic welfare of both may best be served.

A royal decree dated January 17, 1955, provides that the import and export
of all merchandise is subject to licensing control. However, the Ministers can,
within the limits of their authority, suspend this measure as to certain merchandise
designated by them. They can also limit this suspension to merchandise coming
from or destined to countries which they determine.

1 Source; Battle Act Report for 1063, Department of State,
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The control over exports effected by the requirement of export licenses is
reinforced by special controls applied at the time of the act uaI)Uexpon of the
licensed merchandise. Submission to these special controls is required as a
previous condition to the obtaining of certain licenses, these special additional
controls being applied by reason of the special nature of the merchandise to
be exported or to assure the direct delivery of the merchandise to its foreign
destination.

Applicants for export licenses must make a declaration that they are familiar
with the conditions upon which licenses are issued and the regulations relative
to exchange controls, and that they accept these conditions and regulations
without reserve. The applicant also acknowledges that the licenses are not
transferable, and that any irregularilty in his application or utilization of the
license subjects him to possible refusals of any new export license applications
and may expose him to prosecution for a criminal offense. Exporters of products
whose final destination is controlled must sign a special undertaking which states
that all of the goods which they intend to export will be exported in accordance
with the information submitted to the licensing authorities.

Transit controls

The royal deeree of January 17, 1955, referred to above, authorizes the Minister
of Economic Affairs to impose a transit licensing requirement for certain items
coming from or going to countries he may designate. A second decree of the
same date by the Minister of Eeonomic Affairs requires the production of a
Belgian transit license, or a Transit. Authorization Certificate issued by certain
countries, for the shiﬁment through Belgium in transit of items named in the
decree coming from the countries participating in the TAC scheme and destined
for any of the Soviet-bloe countries, Luxembourg issued similar decrees January
20 and February 1, 1955,

Financial controls

Prior authorization is required for all buying and selling transactions abroad
by Belgian and Luxembourg residents. The exchange control is carried out by
the Belgo-Luxembourg Exchange Institute,

Shipping controls
Belgium has taken action to prevent the carrying of strategic goods in Belgian
ships to Communist Chinese and north Korean destinations.

CANADA

Authority for the control of exports in Canada is derived from the Export and
Import Permits Act, an act of Parliament, which came into effect on June 1, 1954.

Permit requirements

The Canadian approach to export control is based on two lists: (1) the Export
Control List of strategic commodities for which export permits are required for
practically all commercial exports to any destination, except the United States,
and (2) the Area Control List of countries, the shipment to which of any goods
requires an export permit. The Area Control List comprises the countries of
the Sino-Soviet bloe. General export permits are in effect which enable shipments
of a list of nonstrategic items, when of Canadian origin, to be made to countries
of the European Soviet bloc; shipments of casual gift parcels of trivial value to
Communist countries; shipments to Canadian diplomatic missions, ete. Canada
participates in the international IC/DV system.

Transaction controls

Under the Act, Canada has also enacted a form of transaction control whereby
it becomes an offense for a resident of Canada to knowingly cause or assist any
shipment of strategic goods to be made from Canada or any other place, to
Communist countries.

T'ransit controls

Regulations respecting transit shipments stipulate that no person shall trans-
ship or cause or assist in the transshipment of or accept for fransshipment to a
country ineluded in the Area Control List any goods included in the Export Con-
trol List, unless a Transit Authorization Certificate covering such goods and issued
by the cxporting country, or by the country of residence of the exporter, has been
presented to and endorsed by a Canadian 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 transit 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 (E,atmda 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 Commerece.

REPUBLIC OF CHINA (TAIWAN)

License requiremenis

All exports are subjeet to screening by the Foreign Exchange and Trade Control
Commission and ecertain 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 stra-
tegic materials. Any import would require an export license prior to the reex-
port, which in prineciple is not permitted.

Financial conirols

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 transport Communist cargo.
Regulations also provide that 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
sh'jlp which has called at Communist Chinese ports within 60 days after calling at
a Tal

iwan port.
DENMARK
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.

ist A of the Danish export regulations consists of items of strategic signifi-
cance. For most of these items the licensing authority 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
produetion 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
Publie %Toorks, or the National Bank of Denmark, according to the nature of the
commodity concerned. Denmark applies IC/DV procedures.
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Transit controls

The export controls apply to merchandise exported from the Copenhagen free
port, including exports from transit or bonded warehouses and goods from free
port or private warehouses. They also apply to goods in transit through Den-
mark, unless these are transiting 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 transit through Denmark.

All transit transactions financed by Denmark are subject to control by the
National Bank of Denmark if the goods in question are forwarded directly be-
tween the countries of origin and destination or are transiting on a through bill
of lading. In its administration of these provisions the Bank observes the same
rules :u; llhu export control authorities with 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 author-
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 strategic goods to
Communist China and north Korea. This arrangement is implemented under
a voluntary 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
permit 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 uged 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
submitted 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 1C/DV procedures and, when appropriate, conducts end-use
checks on exports of strategic goods.

Transit controls
_ On December 30, 1954, and January 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 bloe) if the country of origin participates 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 which a French resident takes title to foreign merchandise, require
the prior authorization of the French Government.
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An “exchange commitment”’ (guaranteeing the return to the Government of
the exchange proceeds of a transaction) is required for all exports and reexports
of merchandise to which a French resident holds title. Where the products con-
cerned are subject to export license, the export license suffices for the exchange
commitment.

Shipping controls

In order to avoid the transport on French vessels of strategic products to Com-
munist China, the French Government asked owners controlling ships serving
China not to transport strategic goods unless these are covered by an export
license or a document issued by the Frenech Government indicating Communist
China as the final destination.

FEDERAL REPUBLIC OF GERMANY AND WEST BERLIN

License requirements

Present regulations governing trade controls in the Federal Republic went into
effect on September 1, 1961. They are contained in two documents, the Foreign
Commerce Ordinance (Aussenwirtschaftsverordnung or AWYV) of August 22, 1961,
and the Foreign Commerce Licensing Jurisdietion Ordinance (Verordnung zur
Regelung von Zustaendigkeiten in Aussenwirtschaftsverkehr) of August 7, 1961.
These new regulations contain few material changes from previous measures af-
feeting foreign trade although they have been completely rewritten. They find
their legal basis in the new Foreign Commerce Law (Aussenwirtschaftsgesetz) of
April 28, 1961. This new law frees exports from all licensing requirements except
in three special categories. The first of these three categories is that concerning
internationally controlled commodities. The second category concerns items in
domestic short supply. The third involves financial controls.

Export licenses (Ausfukr-genehmigungen) are required for all goods listed on
the COCOM Strategic Materials Embargo, Munitions, and Atomic Energy Lists
as well as for documentary data required in the production of these goods. Li-
censing requirements do not apply to goods included in the COCOM lists if valued
at DM 1000 ($250) or less for export to certain free-world countries. A list of
permissible destinations is given in Section II of the Annex to the Foreign Com-
merce Law.

An application for Export License can be executed only by the exporting person
or firm, and when COCOM controlled eommodities are involved, the license appli-
cation must be accompanied by an Import Certificate ([Unbedenklichkeitsbestaetig-
ung) from another country recognizing COCOM controls or other satisfactory
documentation concerning the intended end-use of the commodities when non-
COCOM countries are involved in the transaetion,

German authorities do not always ask that proof of end-use be obtained follow-
ing the export from the Federal Republic of a COCOM-controlled commodity.
They are, however, authorized to do so by a special set of rules published in a
circular of the Federal Ministry for Economics (Runderlass Aussenwirtschaft No,
39/61). Acceptable proof of end-use consists of either a Delivery Verification
(Wareneingangsbescheinigung) from a country recognizing COCOM controls or
other satisfactory documentation from non-COCOM countries. The circular also
describes in detail the conditions under which the Federal Government will issue
its own ICs and DVs for use by other COCOM countries. In general, the request
for either of these documents from an American exporter is sufficient to cause
their issuance.

All imports into the Federal Republic or West Berlin from bloe countries require
licenses. Federal authorities may require a certificate of origin in the case of
gsl;tensib]}' non-blo¢ imports which they may suspect as being originally from the

oc.

Transit controls

Goods on COCOM lists are not permitted to transit the Federal Republic unless
bound for the countries indicated in Section IT of the Annex to the Foreign Com-
merce Law. COCOM-controlled goods originating in countries adhering to
COCOM regulations will not be permitted transit unless accompanied by Transit
Authorization Certificates—TAC’s (Durchfuhrberechtigungsscheine). COCOM-
controlled goods shipped from Sweden or Switzerland must be accompanied by a
pr(:lperly authenticated copy of an export permit from those countries. TACs
and Swiss or Swedish export permits are recognized as valid for transit purposes
only for a period of 4 months following the goods’ departure from the shipping
country.




EAST-WEST TRADE 343

Financial controls

German residents are prohibited from acting as middlemen in certain types of
triangular transactions unless they obtain a Transit License (Transithandelsge-
nehmigung). The type of triangular deal subject to licensing is that involving
Sino-Soviet bloe countries and COCOM-controlled commodities which are not
physically located in the Federal Republic or West Berlin. The license is neces-
gary in transactions involving controlled goods either bound for or sold by bloc
areas. The Federal Government would not, of course, license a transaction
involving COCOM-controlled commodities bound for the bloe unless a COCOM
exception had been obtained.

A type of financial control is also exercised through the license required by the
third special export category of the Foreign Commerce Law, This applies to
export shipments based on contracts concluded with parties in countries of the
Sino-Soviet bloc whenever the terms of such contracts eall for payment by means
other than in cash prior to delivery, irrevocable letter of credit, or cash against
documents guaranteed by a credit institution. This provision is the sole restric-
tion under the law on the method of payment in export contracts. Itis intended
to protect German business against price and payments manipulations and to
perrﬂit. implementation of the official policy of denying long-term credit facilities
to the bloc.

Shipping controls

Under the initial ordinance implementing the Foreign Commerce Law, bare-
boat charters for ships require licenses when a charter is drawn up placing a
German carrier at the disposal of a bloe country. On October 7, 1962, however,
all German ship chartering involving contracts with bloc countries or Cuba
became subject to licensing, This modification of the regulations was permissible
under the terms of the basic law.

The installation of COCOM-controlled commodities on ships and aircraft
owned by bloe countries also requires licensing.

Soviet Zone of Germany and East Berlin

Trade with the Soviet Zone of Germany and East Berlin is controlled through
separate documents, regulations and laws which are, in effect, the same as those
for trade with other bloe countries.

GREECE

License requirements

Export licenses are required for all strategic commodities and for certain non-
strategic commodities for which export quotas have been established. For non-
strategic shipments, licenses are issued by the Bank of Greece in accordance with
directives from the Greek Foreign Trade Board and the Ministry of Commerce.
In the case of countries with which Greece has bilateral trade agreements (which
includes the Soviet-bloc countries), such licenses are limited to the quantities
specified in the respective agreements. For strategic shipments, including those
to the Soviet-bloc countries, licenses must be obtained from the Ministry of
Commerce,

Greece applies IC/DV procedures.
Transit controls

Transit shipments of strategic commodities must be licensed by the Ministry
of Commerce prior to being reexported or transshipped.

Financial controls
Foreign exchange proceeds must be surrendered to the Bank of Greece.

Shipping controls

In response to a recommendation made on October 1, 1962, by the Greek Gov-
ernment, Greek shipowners began to refuse charters for shipments to and from
Cuba. On March 30, 1963, a royal decree became effective which prohibits trans-
port of any cargo to Cuba by Greek flag vessels, except under charters signed prior
to the decree. Another royal decree effective September 27, 1963, extended
the prohibition to include the carriage of any cargo from Cuba.

On October 10, 1958, the Greek Government published a decree (Official
Gazette No. 157) lifting its previously imposed (1953) prohibition on the calling
of Greek ships at ports in Communist Cll?lina and north Korea. However, the
transport of strategic 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 precinets.

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 Department of
Commerce and Industry. 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 nation. 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.8.8.R., and the Tangier Zone of
Moroceo.

Transit controls

No trade controls are exercised over cargoes transiting 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 that are adjusted monthly.

Financial controls

Hong Kong has Exchange Control obligations as a member of the sterling area.
Shipping conirols

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 conirols

Goods which at the time of importation into a major Indian port are declared
fo be for transshipment to some other customs or foreign port may, under permit,
be transshipped 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 at least fo 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 India to the effect that foreign exchange
representing the full export value of the goods has been or will be deposited in the
manner and within the period preseribed 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 sereening process. There are no general restrictions as to the destination
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 condrols

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 US.8.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 with the U.S.5.R. and
other bloe 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 Iranian Oil Company .
There are no IC/DV requirements,

Transit econirols

Iran has transit agreements with Turkey, Afghanistan, and the U.S.S.R. The
transport of munitions and goods whose introduction to Iran might be detri-
mental to health is prohibited. Customs officials at ports of entry are responsible
for seeing that transit goods are only those approved by the transit agreements.
There are no TAC controls.
Financial conirols

All foreign exchange transactions must go through the CBI, with the exception
of trade with the U.S.8.R. Terms for letters of credit and drafts are specified for
approved goods by CBI regulations. There are payments agreements with

urkey and Afghanistan, and an attempt 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
jitems continue to require the license of the Ministry of Commerce and Industry.
Licensing authorities for other products are:

Military items—Ministry of Defense

Fuel, aleoholic beverages, tobaceos—Ministry of Finance
Citrus—Citrus Marketing Board

Diamonds—Controller of Diamonds

The Export Division of the Ministry of Commerce and Industry may ask for
recommendations, before licensing certain products, from the respective com-
petent authority.

Israel voted to support the United Nations Resolution of May 18, 1951, placing
an embargo on shipments of arms and related material to Communist China and
north Korea.

In certain cases import certificates and/or end-use-certificates are required.

Transit controls

The volume of transit trade is small inasmuch as Israel is bounded on three
sides by Arab states with which no legal trade is conducted. Goods entered in
bond, though not subject to customs duties, require export licenses before being
reexported whenever normal exports so require.

Financial controls

The Isracl Government exercises control over the use of foreign exchange
thereby guiding the movement of goods in Israel’s international trade. Although
about 25 percent of Israel’s imports now enter 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 identity of economic needs and allowed
imports is a safeguard against reexport of materials consigned fo Israel.

ITALY
License requirements

All commodities listed in the new Tabella Esport (Italian export list) effective
October 1, 1962, require an export license, issued by the Ministry of Finance,
upon the authorization of the Ministry of Foreign Trade, for all destinations.
All items internationally accepted for embargo are included in the Tabella Esport.
Commodities not listed in the Tabella Esport are exempt from license for export
to all destinations, the Sino-Soviet bloe included, with the exception of East Ger-
I{?EIL) Exports to East Germany are regulated by the Foreign Trade Institute

Licenses are required for exports to the Sino-Boviet bloe of all commodities con-
tained in the Tabella Esport. Licenses are required for imports from the Sino-
Soviet bloc of all commodities which are listed in the Tabella C I'mport, which
provides for a lower level of liberalization than the list for imports from the dollar
area and the OECD area.

The formulation of export control policy and the administration of the export
licensing system are the primary responsibilities of the Ministry of Foreign Trade.
This Ministry is advised by a special interministerial committee which screens all
exrl)ort license applications for ﬁoods subject to strategic control.

taly employs IC/DV procedures and, when considered appropriate, carries out
end-use checks on exports of strategic goods. Import certificates are issued by
the Ministry of Foreign Trade and are granted only to firms cleared by the Min-
istry for foreign trade activity. Delivery verifications are issued by the Customs
Service of the Ministry of Finance. Certain strategic imports and certain raw
materials destined for reexport as finished products are kept under special eus-
toms supervigion until their actual consumption in the manufacturing process.

Transit controls

A Transit Authorization Certificate is required for shipments passing in transit
through Italy of goods listed in the Tabella Esport coming from countries partiei-
pating in the TAC scheme and destined for any of the SBoviet-bloe countries.
Financial conirols

Financial control over all export transactions is maintained through the licensing

system and through implementation of existing exchange control regulations
which require bank validations covering all export shipments of commercial size.
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Shipping controls

Control over Italian-flag vessels carrying goods to the Sino-Soviet bloc is exer-
cised through voluntary informal cooperation between the Italian 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 strietly 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
1C/DV procedures have been utilized since April 1, 1953.

Transit controls

Intransit 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 offioaded 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 eompulsory compensa-
tion (barter) transaction area. Trade with the Communist-bloe countries is
usually conducted on a cash settlement basis.

Shipping and bunkering controls

Japanese shipowners have been notified that Japanese vessels are not author-
ized to carry strategic 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 Transportation has announced that
applications for approval of a bareboat or time charter of a Japanese vessel to a
foreigner must show that the charterer has guaranteed that 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 ecountry.

The Ministry of International Trade and Industry, 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 requiremenis

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, 1061. 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:

(8) Imports of goods manufactured or produced in Communist countries
or areas,
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All exporters and importers must attach to their customs clearance the Final
Consumption Certificate and the Consular Invoice and Certificate of Origin,
respectively, issued by the consular representatives or the relevant agents.

Shipping controls

Regulations concerning Entry and Exit Controls to Vessels sailing to and from
Communist countries or areas, which came into effect on December 20, 1956,
stipulate that:

(1) No vessels sailing from Communist countries or areas are permitted to
enter into Korean ports unless the said vessels have entered into the ports of
the free nations and stayed there over 6 months or the entry permit into the
Korean ports was given by the relevant officials of the Ministry of Trans-
portation.

(2) All vessels sailing to Communist countries or areas shall not be per-
mitted to enter into Korean ports.

LIBERIA
License requiremends

The Liberian Bureau of Natural Resources and Surveys issues export permits
for iron ore and diamonds. The applicant for a permit to export diamonds must
state the quantity and value, ports of departure and destination, name and
address of the final consignee, name and address of the carrier, and the approximate
date the shipment will leave Liberia.

In the case of strategic goods being imported into Liberia, the final consignee
is issued a landing certificate when he has complied with all customs and import
regulations and has actually received the goods. Reexports of such goods are
only permitted in cases of error as to quantity, quality and the like, and then the
goods can only be returned to the country of origin. When applying for permis-
sion to reexport, the original consignee must present his landing certificate.

Transit conlrols

Ships using Liberian ports for transshipment purposes must present a transship-
ment manifest to the appropriate Liberian authorities. This is necessary both
for goods that are warehoused at the port and for goods that are passed from ship
to ship in the basin. For goods transiting Liberia overland, the Liberian authori-
ties require a landing certificate from the country of destination after the goods
have crossed the Liberian border,

Shipping controls

Ships registered under the flag of Liberia are forbidden under Section 1.40 of
the Regulations of the Commissioner of Maritime Affairs from ecarrying any
strategic goods to the Sino-Soviet bloc or Cuba. In order to ensure compliance
with this prohibition, no Liberian-flag vessel may [‘amceerl to any of the above-
mentioned areas without the prior approval of the Liberian shipping authorities.
Any violation of this regulation shall subject the offending party to cancellation
of the certificate of registry of his vessel.

MALAYSIA

License requiremenis

Malaysia prohibits the export of strategic materials to the Sino-Soviet bloc.

The export of strategic materials to countries outside the Sino-Soviet bloc is
permitted but all applications for such exports are carefully serutinized and indi-
vidual export licenses are issued only to those applicants who can produce con-
clusive evidence that the goods concerned will not reach the Sino-Soviet bloe.
The procedure adopted is to require exporters to produce ICs from the countries
of destination prior to the shipment of the strategic materials and DVs within a
reasonable period after the shipment of the strategic materials.

THE NETHERLANDS
License requirements

All exports from the Netherlands are subject to export controls. However
individual licenses are required only for a small percentage of the exports of
industrial produects.

Most industrial exports are effected under general licenses. Both general
licenses and individual licenses are issued by the “Centrale Dienst voor In-en
Uitvoer” (Central Import and Export Office) in The Hague.

Individual export licenses are required for all strategic goods; only transactions
with a value of less than $250 (U.S.) and with an approved destination are ex-
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cepted. The IC/DV system is applied extensively. In cases involving the export
of strategic goods to countries not participating in the IC/DV system, the exporter
can be obliged, before the license is granted, to prove that the goods will be im-
ported into the country mentioned in the export license as the country of final
destination and is often obliged to prove that the goods have been imported into
that country.

Finally, when a shipment leaves the country, the customs authorities have the
right to satisfy themselves that the goods to be exported are identical with the
deseription given in the export license, and that the direction in which the ship-
ment is being sent is not incompatible with the final destination mentioned in the
license,

Transit controls

Pursuant to royal decree regarding the transit control of strategic commodities,
strategic goods sent from specifically mentioned countries or shipped on the
behalf of residents of some of these countries, which after unloading pass in transit
through the Netherlands, are subject to control over their destination.

Financial conirols

All financial transactions by Netherlands residents involving payments to or
received from a party abroad are subject to foreign exchange licenses. Through
the means of these licenses, it is possible to control triangular transactions in
which a Netherlands resident is involved as a middleman. Within the frame-
work of these controls, the IC/DV system is also applied.

Shipping conirols

Voyage controls have been instituted which are aimed at preventing the carriage
of certain strategic commodities by Netherlands ships to Communist China,
north Korea, and north Viet-Nam except pursuant to special permission.

NORWAY

License requirements

Export licenses are required for the export of all commodities to countries
outside the “export free-list area.”” The Sino-Soviet bloe countries are not in-
cluded in this area, and exports destined for any of these countries are subject to
licensing. For shipments to countries in the “export free-list area” certain
strategic and other goods produced in Norway require export licenses, The
licensing authorities using existing powers can prevent, for security reasons,
the export of any controlled item.

Norway applies IC/DV procedures.

Transit controls

Goods which are to pass through the territory of Norway may be reexported
without license only if it is elearly stated by their conveying documents that the
goods are going straight to the foreign destination. If the reexport does not take
place within 90 days, a Norwegian export license must be secured. The destina-
tion listed on the original documents must remain the same, and the goods may
not be transformed in any way during their stay in the country. The customs
authority applies a control to that effect. An export license is required for all
commodities in transit to a Soviet-bloe country even though the reexport takes
place within 90 days. There are no free port areas in Norway.

Financial conlrols

Iixchange controls are maintained by the Government through the Bank of
Norway. Transfers of capital from Norway are subject to license by the Bank.
Receipts of foreign exchange as a result of exports and/or of invisible transactions
must be surrendered by residents to the Bank of Norway or to authorized foreign
exchange banks. This is normally done within three months after shipment has
been made,

Norway established nonresident kroner convertibility for current transactions
on December 20, 1958. Bilateral clearing accounts with maximum swing eredits
have been retained, however, for all of the Soviet-bloe countries except Bulgaria.

Shipping controls

The Norwegian Foreign Office announced publicly in April 1953 that the
Norwegian war risk insurance group had refused to insure Norwegian vessels
delivering strategic articles to Communist China and north Korean ports. The
Foreign Office also announced that Norwegian ships had not violated the United
Nations Resolution of May 18, 1951, prohibiting the shipment of strategic material
to Communist China and north Korea.

30-642—64—pt. 1 23
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PAKISTAN

License requirements

Export trade is regulated by the Chief Controller of Imports and Exports,
whose office comes under the Ministry of Commerce. In general, import licenses
are issued by the Chief Controller of Imports and Exports, although such articles
as foodstuffs, livestock, et cetera are controlled by the Ministry of Food and
Agriculture. The basic legislation from which the present import-export control
svatem in Pakistan has developed is the Imports and Exports (Control) Aet, 1950.
Generally speaking, all imports into Pakistan require relevant licenses with the
exception of: defense imports made by the Central Government, or goods im-
ported directly by government departments, in transshipment to a country out-
side Pakistan, manifested for a country outside Pakistan which on import into
Pakistan are bonded for reexport to that country, imported by an individual as
passenger baggage, supplied free of charge in replacement of goods previously
imported which have been found to be defective or otherwise unfit for use.

Transit controls

If an item is brought into a Customs bonded warehouse in Pakistan, it cannot
be declared in transit to another country unless that country is noted as the
final destination on the original shipping documents and the Pakistan Bill of
Entry form (generally prepared by a local approved licensed forwarding agent
who then files a transshipment permit with the Customs).

Financial controls
The State Bank of Pakistan exercises strict controls over all transactions in
foreign exchange under authority of the Foreign Exchange Regulation Act, 1947.

PANAMA
Shipping conlrols
Panamanian Decree No. 631 of August 18, 1951, as amended, prohibits the
following types of activity by Panamanian-flag vessels:
(1) Calls at north Korean or Communist Chinese ports;
(2) Carriage of war material to Hong Kong, Macau, Far Eastern Soviet
ports, or adjacent maritime areas;
(3) Carriage of war materials to any place from which “there are grounds
f(c:)r suspecting’’ the war material will be diverted to north Korea or Communist
hina;
(4) Calls at Cuban ports, or transportation of any type of goods destined
to or coming from Cuba.
PORTUGAL

License requirements

Exports to all foreign destinations are subject to prior registration or license
control. Exports to Portugal's overseas provinces have been exempt from the
license requirement since August 14, 1962. Licenses are not approved for export
of strategic materials to the Soviet bloc. Licenses for export of strategic material
to other areas are granted only after assurance has been obtained that the goods
will be imported into the country mentioned in the export licenses as the country
of final destination. Portugal implements the IC/DV procedures.

Import and export licensing activities are exercised by the Division of Foreign
Trade of the Ministry of Economy and by other delegated agencies. In the
Portuguese overseas provinces imports, exports, and reexports are subject to li-
cense and exchange control by designated agencies of the provineial governments.

Transit controls

Intransit cargo is offloaded under customs supervision and is stored under the
complete control 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 must remain the same, and the goods may not be trans-
formed in any way during their stay in the country. A reexport license is required
for all commodities in transit to a Soviet-bloc country even though the reexport
takes place within 60 days.
Financial controls

The financial aspects of trade control are coordinated with the Ministry of

Finance through the Bank of Portugal. Imports and exports are subject to
exchange controls, implemented through the prior registration process.
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Shipping controls

Portugal does not exercise voyage licensing, but Portuguese vessels plying be-
tween Europe and Macau have been instrueted not to accept cargo for Maecau
unless it is covered by a Macau Import Certificate. There are no Portuguese-
flag shipping services to Soviet-bloe ports.

FEDERATION OF RHODESIA AND NYASALAND

License requirements

In case of strategic materials export licenses are issued on submission of an Im-
port Certificate from the importing country. Delivery Verification certificates
are required,

Strategic materials are defined by the Federation for export control as:

(1) Implements of war, atomic energy materials of strategic value and
items of primary strategic significance used in the production of arms and
ammunition and other implements of war, including the following metals:
Beryllium, cobalt, tantalum, uranium, lithium, ecolumbite, niobium (co-
lumbium), thorium, germanium, titanium, nickel, and any materials con-
taining such metals.

(2) Lead in any form.

(3) Minerals raw and treated (including residues and tailings) which
contain by weight at least 0.05 per eentum of uranium or thorium or a com-
bination thereof and, without derogation from the generality of the fore-
going, including: monazite sand and other ores containing thorium, carnotite,
pitehblende and other ores containing uranium.

Arms and ammunition are subject to licensing under other regulations. Ex-
ceptions are made in cases of personal property of tourists.

Transit controls

No transit controls are applied to strategic materials per se. Strategic materials,
along with all other goods in transit, are subjected to normal precautions to pre-
vent evasion of customs duties.

Financial controls

No special financial controls are exercised with respect to strategic materials;
the proceeds of all exports have to be transferred to the Federation under existing

exchange control regulations.
SENEGAL

License requirements

Export licenses are required for the following commodities: diamonds, all
minerals, peanuts and peanut derivatives, palm kernels and palm oil, poisonous
substances, sisal, cotton, rice, millet, corn, and coffee.

Import certificate requirements consist of a “Certificat d’Origine.” Export
licenses and import certificates are issued by the Bureau of Foreign Commerce.

Transit controls

International transit must be authorized by the Ministry of Finance. Only
certain proven firms are entitled to handle such goods. These are the railroad,
shipping lines, airlines, and two or three very large transport firms. Transport
firms must make a customs declaration and a written guarantee given in case of
fraud. This guarantee must be cosigned either by a bank or by a reputable
Senegalese firm. Almost all merchandise under international transit is destined
for Mauritania.

Financial controls

Foreign exchange is controlled by the Exchange Office, which keeps a striet
accounting of all foreign exchange made available to Senegal. It does this by
making certain that the license application conforms to the desecription of goods
listed on it as to quantity, price, currency to be paid, et cetera. All foreign
exchange earned by Senegalese exporters must be turned in to the Exchange
Office for local currency. All foreign exchange is then repatriated to the Exchange
Stabilization Fund of the Franc Zone.

Shipping controls

Shipping controls are administered by the Merchant Marine section of the
Ministry of Transport and Telecommunications and come under the Senegalese
Maritime Code promulgated on March 14, 1962. This code conforms to two
international maritime conventions—International Convention for the Protection
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of Human Life on the Seas (Sauvetage de la Vie Humaine en Mer) and the London
Convention on Shipping Lines (Lignes de Charge). All national or foreign ships
are subject to inspection before leaving Senegalese ports.

REPUBLIC OF SOUTH AFRICA
License requirements

South Africa’s export control regulations have remained virtually unchanged
in recent years. However, in early 1959 a consolidation of these regulations was
made, which includes a list of items subject to export control. This was published
in the official Government Gazette No. 1050 of January 23, 1959,

Exporters are required to obtain permits from the Department of Commerce
and ]]mlm-'t.ril‘s for the exportation of any item on this list, which includes items
considered strategic. In addition to the ordinary export permit required for all
items on the export econtrol list, exportiers of items classified as strategic must
also file with their application to the Department of Commerce and Industries an
Import Certificate executed by the intended consignee, This Department has
authority to require Delivery Verification whenever it has reason to believe that
exported strategic commodities have been diverted, transshipped or reexported
in violation of the Import Certificate undertaking.

Transit conirols

South Africa has no foreign trade zones but a large amount of transshipment
takes place in the Republic's ports, particularly at Durban and Cape Town, and
to a much less significant extent at the international airports in the Republic.
In order for goods in transit to be permitted into storage warehouses at these
points, the Department of Customs and Excise requires that they be covered by a
transshipment bill of lading. By arrangement with the South African Railways
and Harbors Administration, shipments of this type are not released for movement
out of the country without a boarding and delivery order issued by Customs
authorities.

Financial conirols

For all exports, including those of strategic commodities, a foreign exchange
declaration must be submitted by the exporter and approved by one of the
South African commerecial banks aunthorized to act in this regard in behalf of the
Department of Treasury.

Shipping controls

The harbors and airports of South Afriea all come under the jurisdiction of the
Railways and Harbors Administration. The loading of any shipment is not
permitted by this authority until it receives a collecting and shipping order from
the Department of Customs. Customs, on its part, will not issue such an order
before it receives from the exporter the necessary export permits and an approved
copy of the foreign exchange declaration.

THAILAND
License requirementls

All exports from Thailand require approval by the Bank of Thailand as to
destination and currency payment terms. No exports are licensed to Communist
China and north Korea and only negligible ¢ uantities of exports are licensed for
the Soviet bloe. No exports to the Soviet hl]m' are of a strategie character.

All imports are subject to foreign exchange licensing controls. Twenty-three
classifications are subjeet to specific import licensing,. The import of commodities
fron Communist China or north Korea, with neither of whom does Thailand have
diplomatie relations, is not approved.

Transit conirols
There are no free port areas in Thailand. Its principal port, Bangkok, is not
on the customary trade routes of Communist China or the Soviet bloe.

Financial controls

Exporters are required to repatriate foreign exchange proceeds of sale and to
dispose of these to authorized commercial banks and exchange dealers at freely
negotiated rates generally within 7 days after receipt. The Bank of Thailand
closely controls all receipts and expenditures of foreign exchange.
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TURKEY
J'l-fli"f'ﬂxt' i’"‘ffl”‘f{'”l"”f&‘

Export licenses are required for most of the important export commodities,
including all goods considered to be of a strategic nature. The goods which
are subject to export licenses appear on List II attached to the Turkish foreign
trade regulations issued in September 1953. For the goods appearing on that
list, export licenses are required for shipments to all destinations; the licenses
are issued by the Ministry of Economy and Commerce, with the exception of
some agricultural eommodities for which authority to grant export licenses has
been delegated to other organizations. Goods not appearing on List II may
be exported upon the presentation of a customs exit declaration which is based
on the exporter’s application. All exports are subject to strict foreign exchange
regulations.

Turkey applies IC/DV procedures with respeet to the shipment of strategic
commodities.

Transit controls

Goods which are to pass through the territory of Turkey may be reexported
without license only if all shipping doeuments (including bill of lading and ship's
manifest) and outer containers carry the name of the Turkish port of transit,
the phrase “in transit to’” and the name of the city and country of destination,
Goods entered in transit may be reexported without further control; however,
the Government reserves the right to inspect transit shipments in cases of sus-
picion of irregularity. The reexport of goods covered by “in transit” bills of lad-
ing, without an export license, is contingent on proof that the goods were not
purchased with foreign exchange made available by Turkish authorities.

The reexportation of all foreign goods cleared through Turkish customs is
subject to the authorization of the Ministry of Economy and Commerce.

The Turkish Government is authorized by law to establish free zones in Turkish
ports, but thus far no such free zone has been established.

Turkey has established TAC procedures.

Financial controls
Striet exchange controls are maintained by the Government through the Min-
istry of Finance and the Central Bank. Turkish exporters are required to sell

to a bank in Turkey the foreign exchange proceeds of exports within 3 months
from the date of exportation and within 15 days of the date of receipt of the
foreign exchange by the exporters. Foreign exchange may be sold to persons
and firms in Turkey only by banks, against permits issued by the Ministry of
Finance. All payments in foreign exchange, from funds available abroad to
persons and firms in Turkey, are subject to the authorization of the Ministry of
Finance. Other capital transactions involving foreign exchange, by persons and
firms in Turkey, are also subject to the authorization of the Ministry of Finance,

UNITED KINGDOM
License requirements

The export control system in the United Kingdom is similar to but not identical
with that of the United States. It is administered by the Board of Trade.
Although the present system grew out of measures originally promulgated at
the start of World War 11, its primary purpose now is the restriction of the flow
of strategic goods to undesirable destinations. The United Kingdom security
trade control program was instituted in 1947.

The United Kingdom export control mechanism operates in the following
manner:

Export control orders which detail the items subject to control are Statutory
Instruments, and revisions to them are issued through H. M. Stationery Office.
The current orders provide that certain specified goods are controlled to all
destinations; certain other specified goods are controlled to all destinations other
than the British Commonwealth, the Republie of Ireland, the Republic of South
Afriea, or the United States of America.

Strict control is maintained over items which are prohibited exportation to
certain areas, as, for instance, aireraft, firearms, ammunition, and atomic mate-
rials. The exportation of a range of goods of strategic importance to the Sino-
Soviet bloe is prohibited.

The United Kingdom has effectively implemented IC/DV procedures.
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Transit controls

The United Kingdom has had in effect since November 1951 a system whereby
certain items arriving from other countries are subject to transshipment control.
Individual licenses are required for all of the items on the licensing list before any
of the goods, after !}eingtlanrled in the United Kingdom, ean be transshipped to
any destination other than the British Commonwealth, Ireland, and the United
States. The present control is operated over all goods embargoed to the Sino-
Soviet bloe. In administering the control, the British authorities normally grant
licenses when they are satisfied that the goods will not be diverted to the Soviet
bloe, Communist China, ete., contrary to the wishes of the exporting country.

The United Kingdom also cooperates fully in the implementation of the TAC
scheme.

Transaction controls

As one of the reinforcement measures to strengthen security controls agreed
when the Soviet-bloc embargo list was reviewed in 1954, the United Kingdom
introduced a control on merchanting transactions operative from January 7,
1955. This control prohibits the disposal by persons in, or ordinarily resident in,
the United Kingdom of specified strategic goods which are situated outside the
United Kingdom to any authority of, or person in, the Sino-Soviet bloe, or to
any other person if the person disposing of the goods has reasonable cause to
believe that the goods will be imported directly or indirectly into the Sino-Soviet
blo¢. The goods eovered by the control are those which are subject to embargo
for Soviet-bloc countries.

STATEMENT oN THE BERNE Uxion!

The Berne Union (founded January 1, 1934) is a forum for discussion of mem-=
bers' commercial credit policies for the purpose of avoiding cutthroat trade
warfare through exploitation of unfair competition on government-guaranteed
credit terms. Article 2 of the statutes (approved January 29-30, 1962) sets
forth the objectives of the Union and the commitments of the members for
exchange of information.

Briefly, the purpose of the Union is to work for the rational development of
credit insurance in the international field by the exchange of information and
views on essential questions of credit insurance.

Thus the Union represents a mechanism for attempting to reach a consensus
on acceptable practices rather than a firm agreement on uniform policy. The
substance of the consensus will not be found in the statutes or in other formal
sliimlahions.

t oan, however, be said that there is endorsement by most Berne Union mem-
bers of the desirability of a 5-year-or-shorter limitation for designated categories
of shipments (common exceptions are shipbuilding and jet aireraft where credit
terms go to 7 vears), of a 20-percent downpayment and of a rule that the private
exporter should bear at least 15 percent of the risk. There may be deviations
from the downpayment and share-of-risk rules in particular cases, but members
keep each other informed on their practices.

Membership in the Union is by insuring or guaranteeing institutions rather
than by governments as such. he guaranteeing institutions of 18 countries
are represented. In the case of the United States it is the Export-Import Bank,
The countries represented are the United States, Canada, the United Kingdom,
Norway, Sweden, Denmark, France, Germany, the Netherlands, Belgium,
Itu}yl, S(‘i\_’«'itzcrlﬂ.nd, Austria, Spain, Israel, the South African Republic, Australia,
and India.

| Prepared by the Department of Commerce,
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