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(2) Agree to extend US Government guarantees
of normal commercial credits.

The Soviets should on their part agree to:
(1) A satisfactory Lend Lease settlement.

(2) Inclusion, in the economic agreement of
general undertakings with respect to the protection
of industrial property and patents, commercial arbi-
tration and other arrangements conducive to improved
trade relations.

Our primary objective in negotiating an economic agreement
remains however, the conclusion of a Lend Lease settlement
as satisfactory as possible and if our seeking other under-
takings interferes in the accomplishment of this purpose we
might consider foregoing points (2) above on both sides: These
issues might then be taken up at a later date in one of the
periodic consultations, for which the original economic agree-
nt would provic . with respect to the implementation of its
provisions or the consideration of related problems.

3. The US should encourage participation in Soviet commercial
exhibitions such as a forthcoming chemical fair.

III. Exchermss

Fvrhanges as a Bridge

During the Stalin years, travel between the US and the USSR was
limited virtur™"7 to officials of the two countries. Beginning in 1955
some exchanges and tourist travel began to take place which were inter-
rupted temporarily by the Hungarian and Polish events of 1956. The
first US-USSR Exchanges Agreement was signed on January 27, 1958
and the two governments undertook to stimulate and support exchanges in
virtually every field of human activity, from science to tourism. The
fourth such two-year agreement was signed in Moscow early this year,
providing perhaps the best possible evidence that both the US and the
USSR have found this series of bilateral undertakings to be a signifi-
cant bridge between the differing societies of the two countries. This
bridge did not collapse but actually remained open, to at least limited
traffic, during periods of acute tension over Laos, Berlin and Cuba.

During the first six years of its existence, 1958-1963, the bridge

of our exchanges agreements with the USSR carried a traffic of 5,494 Ameri-

cans to the USSR on 520 exchange projects and 4,646 Soviet citizens to

the US
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This flexible, case-by-case approach to ''bridge
building" should increase our chances of getting support
here at home for the legislative authority which we need
and, on the other hand, enable us to consider individually
and carefully the many questions of substance, priorities
and timing that are involved in a program as broad and
far-reaching as this.

The Treasury Department disagrees with the proposal
to support East European membership in international
monetary institutions. No decision on this point is
necessary at this time.

The Director of USIA agrees fully with the broad
policy "*1es proposed in this paper. Since USIA's
action responsibilities in Eastern Europe would be
significantly expanded if the Action Program, or even
only parts of it, should become US policy, he will submit
detailed comments in the course of inter-Agency consultations
on the Department's submission.

Other Departments and Agencies concerned have been
consulted and their views taken into account, but in
keeping with the nature of the program indicated above
no attempt has been made to obtain concurrences in all
aspects of the proposed program,

Under Secretary Mann and Ambassador Thompson have

reviewed and approved this report. Secretary Rusk and
Under Secretary Ball, however have not reviewed it.

R

Benjamin H. Read
Executive Secretary

Enclosure:

NSAM 304 Action Program
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Recommendations

The Department recommends a comprehensive program of: (1) actions
affecting East Europe as a whole; (2) actions to achieve a common Western
approach; (3) steps in multilateral association; and (4) country initiatives.

The program. includes actions that can be taken now as well as measures
that will put us in a better position to take advantage of opportunities
as they emerge in the various countries of East Europe. Timing and
priority are shown in specific cases,

I. Actions Affecting East Europe as a Whole

Since this paper is concerned with East Europe (as well as the Soviet
Union), it does not cover East Germany and none of the recommendations are
intended to apply to East Germany. '

1. Extension of Official Relations

We should prepare the way for fresh initiatives in East Europe
by clearing up certain outstanding issues. Specifically:

f a. Negotiations of claims settlements. (Country Programs
for Czechoslovakia and Hungary)

& b. Removal on a reciprocal basis of travel restrictions
and limitations on the size of diplomatic staffs. (Tab A)

c. Settlement of specific consular problems and conclusion of
consular conventions. (Country Programs)

d. Opening of Consulates in USSR, Poland and Czechoslovakia.
(Country Programs)

2. Negotiating New Bilateral Agreements

We can support such initiatives by entering into commercial agree-
ments with individual European Communist countries on the basis of a
mutual exchange of benefits. Such agreements need not be limited to
trade. They should be used as an opportunity to resolve outstanding
problems in matters concerning trade, such as: the protection of in-
dustrial property (Tab B), settlement of commercial disputes, and expan-
sion of trade and tourism opportunities. Such agreements could also be
related to the settlement of financial claims and consular problems.
They can be used as a means of bringing US relations with an individual
country under regular review and consultation . procedures.

We can move in this direction through bilateral negotiation on
the pattern of the Rumanian talks imn 1964. For this purpose, we must be
prepared to liberalize our export licensing practices and to guarantee
commercial credits as part of the process of broadening relations with
an individual country.

—~SEER If

——





































































SECRET
-2-

to persuade them that expanded trade in non-strategic items with the Soviet
Bloc is in the US interest.

4., That commercial transactions with East European countries be
treated scrupulously outside US preferential shipping requirements. Cargo
preference regulations imposed at the time of the sale of wheat to the
Soviet Union should be withdrawn.

5. That preferential shipping requirements of PR 73-17 should not
be applied to Export-Import Bank guarantees of commercial bank credit
of five years urity or less.
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SEC. 202. Provisions of Commercial Agreements

a) If appropriate to further commercial relations, a commercial
agreement entered into pursuant to this Act may provide for any or all
of the following:

(1) a statement of intention by the foreign country
entering into such agreement of items to be offered for
sale 1¢ United States, and a statement of intention
by the United States of items to be licensed for export
to such foreign country; provided that such statements of
intention shall be considered only as guidelines for trade
between the United States and the foreign country entering
into the agreement, and shall not be limitations on or
guarantees of such trade.

-~

(11) arrangements for the mutual protecti
industrial rights and processes.

(ii1) arran =8 for the settlement of c( ‘rcial
differences and disputes, including, but not limited to,
those related to industrial rights and processes, by
arbitration in third countries or by appropriate inter-
national tribunals,

(iv) arrangements for establishment or expansion of
trade and tourist promotion offices on a reciprocal basis,
and for facilitation of entry and travel of commercial
representatives,

(v) the granting on a reciprocal basis of most-
favored-nation treatment with respect to duties or
other restrictions on the imports of the products of
the United States and the foreign country entering into
the agreement.

b) A commercial agreement entered into pursuant to this Act may
also, where appropriate, be related to other matters of mutual benefit,
such as the settlement of international claims and the improvement of
consular relations.

c) A commercial agreement entered into pursuant to this Act shall
provide for consultations at regular intervals for the purpose of review-
ing the operation of the agreement; renewing, where appropriate, the
statements of intention made in accordance with paragraph (1) of sub-
section (a); and reviewing the over-all relations between the United
States and the foreign country entering into the agreement.

SEC. 203









NSAM 304 ANNEX TO TAB 1

MEMORANDUM FOR THE RECORD
FROM THE ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS

We have reviewed the Reply to NSAM 304 and recommend its approval
subject to the following comments:

Insofar as substance is concerned, the draft legislation included
in Tab I (Legal Framework for Economic Relations with East Europe) raises
the following questions:

1. It is a "bare boneg MFN trade bill - nothing more. If Congress
exercises its traditional prerogative of watering down Administration
sponsored legislation we may be left with less than we can live with.

For example, without something to cut away, the Congress could conceivably

add crippling amendments which could frustrate our purpose, e.g. an amend-

ment granting MFN only on the condition that the country has free elections
within one year, etc.

While I can appreciate the integrity of the bill's content, consider-
ation should be given to the possibility of submitting an omnibus East- ‘
West trade bill (i.e. to include such items as humanitarian assistance,
specific Ex-Im Bank suthorization to guarantee commercial credits, the
extended use of zlotys in Poland, etc.) as has been discussed in the
Department for some time. :

It might therefore be prudent to suggest that the Miller Committee
consider this aspect.

2, The Findings and Statement of Policy provision (Sec. 102) begins
by stating: "It is the sense of Congress that¥** " This language is
typically used in "sense of Congress" resolutions. It could be confusing
and seems rather weak.

We would therefore suggest that it might be changed to read: "The
Congress hereby finds and declares that¥w* "

3. The draft legislation refers throughout to 'Communist countries,"

This appellation may also be confusing because it does not accurately
define or limit the countries with which we propose to deal (i.e., does
it include Communist China, Communist North Korea, and Communist North
Vietnam, which we do not tecognize diplomatically but which are facts of
life?).

We would recommend that the term, wherever used in the legislation,
be changed to read "The Soviet Union and East European Countries."

4., Another
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IV. Summary and Conclusions

1. Membership in the IMF/IBRD/IDA of an East European Communist
country would provide an important opportunity to reinforce pre-existing
tendencies in that country toward lessening its dependence on the USSR and
other Communist countries, reorienting its internal and external economic
policies, and developing broader links and associations with Western
countries. Dramatic results would not be expected, and the extent of the
influence of the Fund and the Bank may not be observable for several
years. However, the act of seeking m¢ °ership by a Communist country aware
of the obligations entailed would in itself represent a significant political
commitment.

2. The US should not invite a Communist country to seek membership
in IMF/IBRD/IDA. A US initiative would restrict our negotiating flexibility.
More important, the initiative of an East European country to seek member-
ship would provide useful evidence of its motivation and intentionms.

3. If a Communist country should approach the US Government regard-
ing membership, the US should suggest that the country discuss its interest
with ~° :1 .agement of the IMF and IBRD directly in order to secure full
information regarding the rights and obligations of members.

4., 1If, after the consultation described in the preceding point, a
Communist country should again approach the US Government to indicate its
desire to become a member of these institutions, the US Government should
base its position on the following considerations:

a. I" re there been evident tendencies in the applicant country
towards lessening its political and economic relationships with countries
of the Communist Bloc and towards developing broader links and associations
with Western countries?

b. Have US relations and the relations of other Western countries
with that country been developing in such a way that we can anticipat
further movement toward an open society? 1Is a lessening of political
controls taking place and is there the prospect of further moves toward
internal liberalization?

c. Has the Communist country taken steps to reorient its internal
and external economic policies away from centralized state control?
Will this trend continue? Specifically, can we expect further moves toward
nondiscriminatory multilateral trade and acceptance of the principle that
the interests of all other Fund members and not only its major trading
partners will be recognized?

d. Through our Executive Director on the Fund we should seek
assurances that:

i. the
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i. the applicant considers it possible to evolve its trade and
financial policies and procedures further so that they would be reason-
ably consistent with the technical provisions of the Fund and Bank Agree-
ments and supplementary decisions of the Fund and Bank (e.g., on exchange
rates, bilateralism, convertibility), and would progressively adjust its
policies and procedures in line with these requirements; and

ii, the applicant would provide the economic and financial informa-
tion required by the Fund and Bank and carry on in good faith consultations
with the Fund and Bank of the nature and scope prevailing for other members
(e.g., covering internal and external economic developments and policies).

5. Where these considerations would warrant US support of an appli-
cation for membership, we would expect that there would be support and
understanding for this position in the Congress and among the US public.
The Administration should, of course, have appropriate consultations with
the Congress on this subject.
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Conclusion. It is entirely consistent to support the bridge-building
effort generally--as a bilateral and experimental effort--and to oppose
its application for the present to the particular area of the international
financial institutions.

Because of the sensitivity to controvergy of US support for them,
involvement of the IMF and IBRD in this exercise should come only after
the other aspects of the program have proved their success and brought
about 2 major shift in the climate of opinion as reflected in Congress.

Major legislation--the IMF increase in quotas, IBRD legislation, IDA
appropriations running over the next three years, and next year's effort
for further replenichment of IDA--stands in serious jeopardy if the temper
of Congress is misjudged, and existing legislation may be subjected to
Congresasional restrictions which would seriously hamper our day-to-day
participation in these institutions.
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