
THE WHITE HOUS E 

WA S HIN GT ON 

__ s ECB :u: r-- April li, 1964 

MEMORANDUM FOR THE PRESIDENT 

This folder deals with the tough problem of decisions on export 
licenses for the Soviet Union which will come before the National 
Security Council at noon on April ·H>. 

The administrative heart of this problem is that responsibility is 
shared by departments which have sharply different views, and 
that in the last three years no one short of the President has had 
authority to make clear-cut decisions. The Secretary of Commerce 

'has the immediate statutory responsibility, but the instinct of 
Luther Hodges was often different from that of oth.ers, and it be­
came ne cess a ry to appeal individual cases over and over again to 
President Kennedy. The President in turn preferred to take it 
case by case, and indeed no blanket instruction could possibly be 
is sued that does not leave individual cases open for individual 
judgment. 

The difficulty is that each sale of nonstrategic items involves a 
balance of the value to the Soviet Union as against the commercial 
value to the United States. And each of these estimates in turn is 
affected by whether one thinks that peaceful trade with the Russians, 
in and of itself, is a good thing. In any given case, one can always 
predict the reaction of any individual more from his basic attitudes 
than from the evidence presented. The close cases are always open 
to subjective judgment. 

Ideally, we ought to have a general review and reach a new basic 
and solid policy, but this is not the year for that, and nobody 
really thinks that we can put ourselves in the position to have 
basic negotiation with the Russians in the next few months. There­
fore, the real question is how to handle a relatively small number 
of controversial items between now and November. 
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My suggestion is ( 1) that you listen to argument in the NSC from 
State, Commerce, Agriculture and Defense, (2) that you then 
state your own basic attitude, and (3) that you announce that you 
expect to summarize these basic views in an appropriate memo­
randum, which will also indicate the procedure which you wi~h 
to have followed in meeting these general rules•' 

McGeorge Bundy 

P.S. My own judgment, for what it is worth, is that the right way 
to deal with these cases is to approve industrial licenses much more 
broadly than Commerce wiS.hes to do. Id'? not agree with the argu­
ment of Agriculture that a few advanced technical tools will solve 
an otherwise insoluble problem. I do not agree that we can or should 

· l' · 1(-")\c eJ-l~"J'l-O f · h · 1 try to negotiate po it1ca eae-&S m return or stra1g t commerc1a 
deals, and I think our manufacturers should be required to bargain 
for their own licensing agreements, if necessary (though they won't 
get much). Except in the field of strategic goods, there is nearly 
always an alternative supplier somewhere in the Free World, and I 
think our restrictive practices hurt us without hurting the Soviet 
Union. I have heard you speak of your general support for peaceful 
trade, and I think these are cases in which that principle can safely 
be allowed to govern. 
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The summary positions of the Departments involved are~ 

A. Department of Commerce 

The case of the sale to the USSR of five beet harvesters can 
properly be resolved only after a determination of our more 
general policy regarding exports of agricultural machinery, 
equipment, plants and technology to the Soviet bloc. This policy 
in turn depends on our attitude toward any exports of anything 
that will contribute significantly to the economic potential of the 
bloc. 

The relevant 1962 amendment to the Export Control Act provides 
for:: 

fl. • • denial of any request or application for authority 
', to export articles, materials, or supplies, including 
technical data, from the United States, its Territories 
and possessions, to any nation or combination of nations 
threatening the national security of the United States if the 
President shall determine that such export makes a signif­
icant contribution to the military or economic potential of 
such nation or nations which would prove detrimental to the 
national security and welfare of the ~nited States. fl 

The U.S. should not permit the export to the USSR of a 6-r.ow 
beet harvester unless we have negotiated with the USSR a quid 
pro quo of a national interest character over and above the price 
to the exporter on this and other items of agricultural machinery. 

The U.S. should not export to the Soviet bloc our advanced agri­
cultural machinery and our advanced technology and equipment 
to produce items such as fertilizers unless the Soviet bloc gives 
us .a quid pro quo. of a national interest character over and above 

·the prices set by the exporters • 

. . B. Department of Agriculture 

In the present state of political and ideological warfare waged by 
economic means, anything that strengthens the economic potential 
of the opponent is unjustified unless accompanied by a correspond­
ing strengthening of our. own position. 
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(Whatever strengthening of the economic potential of the Soviet 
bloc may result from wheat imports is more than counter­
balanced by the strengthening position of the U.S. that results 
from increased foreign exchange and the diminishing of surpluses .. ) 

With regard to exports that can readily be purchased elsewhere, 
licenses should be approved, since a denial would merely deny 
to U.S. exporters business that would otherwise go to other nations 
and would therefore not prevent a significant contribution to _eco­
nomic potential. 

With regard to exports of complicated, sophisticated and advanced 
machinery, plants and teclinology that cannot readJly be obtained 
from other sources, and which would contribute to economic 
potential, licenses should be denied. (Any liberalization of our 
export lie ens ing policy should be accompanied by the negotiation 
of an appropriate quid pro quo in our national interest. 

C. Depa rtment of State 

We believe that 6-row beet harvesters, and agricultural equipment 
generally, should be approved for sale to the Soviet Union and to 
other countries of the European Soviet bloc • . We believe, moreover, 
that such approval should be on the same basis as other peaceful 
non-strategic exports to the Soviet bloc without attaching special 
new conditions. 

Such action would accord with President Kennedy's decision in May 
1963 on an almost identical case (forage harvesters) in which the 
same argument for quid pro quo conditions was advanced. 

The attachment of quid pro quo conditions would be tatamount to 
denials. It seems highly doubtful that a quid pro quo could be 
obtained from the Soviet Union for an agreement to sell $150, 000 
worth of machinery. 

To attempt to obtain concessions beyond the sales price would 
simply mean ttno salerr because concessions of a national interest 
character cannot be exfracted from the Russians on a piecemeal 
basis. If we tried to do so, they wruld certainly assume that we 
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were shifting to a much tighter policy of restricting non-strategic 
trade, a position that would seriously detract from the beneficial 
atmosp~ere resulting from the wheat sales. 

The State Department considers that advantages of a national 
interest character .might, however, properly be sought in a 
general negotiation with the USSR on economic matters after the 
election and ~fter due consultation with the Congress. 
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Secretary Freeman stated that approval of the beet harvester 
machinery would mean opening the flood gates for mass production f~om U.S. 
prototypes of agricultural machinery at a time when a key Soviet problem 
is getting the crops out of the fi eld at the proper time. The Soviets 
have declared economic w~ en us, but, a s per the CIA report, the serious 
agricultural problem i s a major f ac t or i n th0 slowdmm of their whole 
economy. It is not i n t h8 U. S . i nter est to speed the recovery of the 
agricultural sector of thG economy with advanced-desi[;D agricultural 
machinery and contribut0 to their capab:i.li t y to conduct an ideological 
war wit h economic weapons and to support com:n.unist oriented cconom:i.cs 
in developing nations. This part:i.c ul ar bco t harvc9tor i s f'.ar advanced 
over n.nything else av3.ilublo, beinr, able to handle 1, 200 tons of beets 
in a ten-f1our period compared to an average at ·the most. of 120 tons 
curr~ntly befog . hancJ.k (i. in Sovi 0 t ai.·,3as (a maximum of 210 tons i 'n one 
area and a minimum of 75 tons with most ar eas recorded in the rangH of 
75 t o 120 tons). 

Secretarioo hodges .:,nd \'~:nee i ndicat ed that they woul d approve 
of shipping such rn.~cr2.1 es if we cou __ d get something back over and a'oove 
the price paid. Secratary Rusk argued that the qu i d pro quo lay in the 
turning of the Sovie t economy into production ofco-nsumer goods, which an 
expansion of agricultural product i.on would do. He argued further t hat we 
were not i n a pos t u.re of economic v<:,rfare with thA Soviets and t hat denial 
of such equipment i;.19lied t hat we v;- ::: r e . H~· · questioned what we woul d do' 
about f ·:=:rtilizer pl an ts if we drnied such equipment as the beet harvesters. 
Secretary Freeman sa·w a distinc t ion between (1) the beet harveste·rs which 
were technologically advanced,, could no t be procured anywhere else, and 
would be used as a prototype; ar.d (2) such machines 2nd/or plants as are 
readily available f r om othGr countries in the world to do precisely the 
same job . For exa~ple, our denial of some types of fertilizer plan~s 
would not prevent tne Russians from acquiring them. On the other hand, 
if they get certain advanced-design machines from t he U.S., they m:.ght 
succeed in their dxive to improve agricultural production if they get a 
break in the weather. 
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Secretary Vo..11ce inquired as to whether it i;-ronld not be better to 
keep machinery auay frmn the Soviets if it was :im.porta11t to keep cMor:: sumer 
pressure on the economy. Secretc.ry Rusk replied that lJ'e should be coopera­
tive :in helping the Soviets to move resources from the miJitary to the 
consu~er field ~ather than keeping pressure on the Soviets at all points . 
Also agriculture Has not going to be the strater;ic area in any nuclear 
exchange nor was it an appropriate area for econor.'.ic warfa::-e. In addition , 
since we had· already denied a petroleum refinery, to follow it with a 
denial of a beet harvester would in his view signal an economic warfare 
approach on our part . The U.S. would also be in a position of having to 
deny more items than our Allies do for sorr.e time to come and therefore 
shouldn't be in a position of denying more items than WG need to . 

Secretary Hodg0s agreed th.:1 t it would be desirable to sh'J p these 
i terns but only if we could obtain a qui.ct pro ciuo f or this and other 
advanced agricultural. nw .. ch.i.ncry. 3ocretcJ.r.Y Eusk: asked what quid pro quo 
would be requested, tu :-rhich it wa~:J replied that .:i.grccmcrrl:,3 oncopyriGhtG, 
pc tents, or use of tochnolo;zy- Gai ned from pr·ototypos would provid~ a moans 
of protecting adv~.mccd tccnnology and demonstrate to ttc country that we 
were in fact obt.ai.nint: a quid pro quo of rol.:.l.Xod oconomic r e l0. t:.ions . 
:3ecretll~y Rusk :3tat,:::cl tlw.t insistfr1g; on a qu:i.d pro riuo would i t:rnlf signal 
that we were thinki . ~ in terms of economic-warfare ~(~ th::i.t he saw no 
reasons for the !~uss:i.o.ns to want to off er a qu.:i.d pro quo over and above 
the sales price. In fact they hav~ stated that tr .. oy uould not pay anything 
more than the going price for fertilizer plants n.nd other items which they 
can obtain readily in the free world . · 

Secret~ry .Il:reeman argued that agriculture might be a more 
important area in which to slow down on our contribution to the Soviet 
economy since the~r may have more difficulties there than in the petroleum 
field .. He insisted that we carefully examine the question of where we 
wished to maintain pressure and where we would like to rolax. His inter­
pretation of Secretary Rusk 1s view was that it was 11 goodn to assist the 
Soviets in developing a3riculture whereas, it was not good to assist them 
in an area such as petroleum. Secretary Rusk replied that we should 
certainly not aid the Soviets in any area, such as would be the result of 
15 yea.rs credit as proposed by the U .I< ., but we should not shy away from 
normal trade. He stressed that the issue befora the ECRB was essentially 
that of economic warfa.3."e and how best it might be i·raged, to which Secretary 
Freeman agreed.. SecNtary Rusk then pointed out that we had sold hybrid 
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seeds .snd other items, which H'Jul:i assist in the aGrlcultural field, 
to w'nich Secretary :G'r0·3man replied that even so there 1·ras a need for 
me chanized equipr:18nt . w:;.ich w:mld as3ist them in get,tinG the crops 
harvested at the right ti."11e .so foat the_y would not rot in the fields. 

Secr~tary Hodges stressed the desirability of insisting on a 
non- reproduction covGnant from the Soviats in the purch2.GG of adv::mced 
cquipnent and an agreement covering patent and oth8r riehts . Secretary 
:= .. usk asserted that U .s. exporters had in the past insisted upon that 
themselves, but Secretary Hodges urged that the Government itself insist 
on such arrangements. 

Secretary Rusk again s0tr;:~ssed th<it our policy was not economic 
warfare but rather should be econo:nic competition, which we faced from 
all countries. Sccr~)tary Freeman i nd"icat ed there was .:.. diffl~rencc when 
the economic compcti tion secl-::s to disrupt, rathor tho.n to excel, if the 
L:.im ~s political destruct.ion r.:tther than monetary c;ain . 

Si;)Crota:ry Vance returnee!. to thG discussion o.f the diversion of 
!'•~sources and askod 1111.::rthcr ::Jtc:i tc n .!pa.rtment ' s position was that resource s 
put into a[;ricultur0 -;muld cut. t hr: -..1olum (~ of resources dedicated to the 
military . Secr\ ~t.:iry Husk said th·:.~ t ho main objective wa s to dev(dop a 
~:take on th8 part. Ol the Sovj.~ts :1.r; c:ood relations iv"'ith us, which could 
be based on an imprOV8171.~mt in thc i.:~ standard of living and whi.ch in t urn 
would necessitate ·t.Lo oponing of trade :-elations and a continued high 
level of trade i-."ith the West. In this way the Soviets would have a stake 
in mabttining peace .. 

The Board reached a consensus that thes3 :-rere issues on which ' 
the President should focus on since he h~d not previously discussad this 
range o: probl8ms and policies w~th the Cabinet, and it agreed therefore 
to present them to the President after merr.bers return from Japan. · 

Tne positions which would be ta.lrnn ·before the President by t he 
four Cabinet members were: 

Secretary Ruslc for approval of the shipn::mt on general policy 
grounds. Secretary F-reeman against th9 export unbss a quid pro quo is 
obtained over and above selling price which correspondinglycontribu t es 
to the strength of the U.S . -Secretaries Hodges and Vance for approval 
dependent on obtaining an appropriate quid pro quo over and above 
selling price. -- - - --
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1/8/64 932755 

2/5/64 866.543 
---

List 0! Pending Bloc Applications Relating 
to 

Fertilizer Plants and Agricultural Equipment 

Commodity Qu.antitz 

Tractor-driven 
beet harvesters 

Dry bean harvester 

Dry bean harvester 

Equipment for an 
alfalfa dehydra-
tion plant, and 
forage harvesters 

Field waf'ering 
machine 

Tech. data tor a 
complete fertilizer 
plant 

Tech. data. for a 
phosphoric acid 
plant 

Quotation tech. data 
for a compound ter­
tilizer plant (time 
extension ot an 
existing license) 

s 

l 

s 

l 

Count!Z Value 

USSR $150,762.00 

USSR S,405.25 

USSR 19,730.00 

Rumania 330,000.00 

Czechoslovakia 8,750.00 

USSR Unknown 

USSR Unknown 

USSR Unknown 

GROUP 4 
Downgraded at 3 year 
intervals; declassified 
after 12 years 
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Date Received Case No. 

2/10/64 946990 

2/10/64 

2/24/64 951945* 

2/24/64 

·2/7/64 

2/19/64 

List of Pending Bloc Applications Relating 
to 

Fertilizer Plants and Agricultural Equipment 

Commodity 

Tech. data for 
urea section of 
a fertilizer 
plmt 

Tech. data for 
phosphoric acid 
and triple super­
phosphate ferti­
lizer plant 

Tech. data fer 
contact sulfuric 
acid plant 

Tech. data fer 
two anmonium sulfate 
draft tube baf fl.e 
crystallizers 

Quantity 

Tech. data fer 
complete fertilizer 
complex, including · 
acetylene, ammonia, 
nitric acid, ammonium 
nitrate, and urea 
plants 

Tech. data for 
twe phosphoric acid 
evaporators compl~te 
with nuorine 

Country 

Rumania 

USSR 

USSR 

USSR 

Poland 

USSR 

2 

Val.ue 

Unknown 

Unknown 

Unknown 

Unknown 

Unknown 



Date Received Case No. 

2/19/64 

' . 

2/27/64 954SlS• 

1/30/64 942657* 

3/12/64 96ll53* 

3/9/64 

ifff ot yet discussed in 0 .c • 

List o! Pending Blee Applications Relating 
te 

Fertilizer Plants and Agricu1tural Equipment 

COinllM)dity 

Tech • . data for 
one phospheric 
acid evaporator 
complete with fluo-

Quantitz 

rine recovery ·~ .. ~· .. ; ~ 
system 

Tech. data for a 
synthesis gas 
section of an 
ammonia plant 

Tech. data for an 
Electrostatic 
Desulfurization 
Plmt 

Tech. data for an . 
ammonia plant · .· .... , , 

,# • -~ $ ..... 

. ;, :-. . :~ .- .. ""'· -. Tech. data for a , .. _,, .. ~ · · ~-
steam reforming 
catalyst for a 
synthesis gas plant; 
in production of 
anmonia. · {Amendment 
request changing data 
for increased production) 

Countrz: 

Bulgaria 

Poland 

Hungary 

USSR 

Hungary. 

Prepared 1n the Soviet Blee Controls Section, OEC/BIO 
Ma roh;, 18 i 1964 
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Unlmown 

Unknown 

Unknown 

Unknown 
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COPY September 19, 1963 

MEMORANDUM FOR THE EXPORT CONTROL REVIEW BOARD 

The Secretary of Commerce 
The Secretary of State 
The Secretary of Defense 

1. I have reviewed the report of the Export Control Review Board and 
its recommendations for action in response to my request of the 16th of May. 
In general, I approve these recommendations, but in giving this approval 

:\ I ~hould like to have it under stood that I am strongly in favor of pres sing 
forward more energetically than this report and its recommendations imply, 
in our trade with the Soviet and Eastern Bloc. The course of events of the 
last two months, including particularly the test ban agreement and the 
evidence of greater trade by our allies with the Soviet and Easte r hBloc, 
persuade me that we must not be, left behind. I believe also that one person 
within the Governme nt should have central responsibility for setting this 
program into action, and after further consultation I expect to designate 
such a person. I should be glad to have prompt advice from each of you 
on this point. 

My more specific comments follow. 

2. I agree that the Board should, through the appropriate agencies, go 
forward with the studies suggested in the fir st, fourth, fifth and sixth re com -
mendations. Further, the studies and other staff work described in the 
seventh recommendation should be undertaken under the leadership of the 
Department of State, with the collaboration of the Department of Commerce 
and the Department of Defense. These preparations, which are essentially 
contingency activities, should remain on the staff level for the present. 

3. I approve the second and third recommendations. In giving effect 
to these re commendations, the judgment of the Secretary of State on the 
political situation in the satellites and the state of bilateral relations with 
the Soviet Union should be given special weight by the Board. 

The spirit of the third recommendation with respect to satellites 
should apply not only to the preparation of guidelines but to the disposition of 
current licensing issues by the Board and the agencies under its direction. 
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/ s/ John F. Kennedy 
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FINAL DR.~--r 
August 9, 1963 

Export Control Review Board C-.nai~ 
·. 'DECLASSIFIED . 

Your memorandum. .of ·May 16th directed us to 'examine two ques·;;1ons . 

- ~~:~~~~s to U.S. trade ~1th the USSR:. 

111. · Do we n6w deal with the Soviet Union on the 
. ~ 

·e:>..'})ort of technically-advanced machinery and equip-

ment in a· manner .which ade~~ately p~otects U. s. " 

·we of course deny an export license. There are, however, · 

. many cases in which no clear security issue arises. and 

yet ·we know that the Soviets are using .American :machinery 

and equipment a.s ·a. basis for copying our techno.logy • . Ara 

we being adequately compensated in these sal~s? . 

11Is there any method of organizing t}:iese transaction~. 

· which would secure a better ouid ~ro auo than the present 

method of leaving it to the individual seller to secure 

· th~ best price he can in the transaction, , i~ the light 

of the fact the Soviet Union does not ordinarily respect 

t~e · pa.tent .. and copyright arrs.ng~men~s on which 'We .re~;r in 

our commercial. transactions with other. nations? 

GROUP I 

E..""<:cluded from automatic do~mgrading · 
and declassification · · . .. 
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"2. Should 'We r~consider the ·whole · of our -trade 

'With the Soviet Union in the lieht of trade bet'Ween 

Western Europe and t~e Soviet U;iion and its European 

s~tellites? Considering the char~cter and volume of 

th~t trade, 'Would a ·generally less restrictive .policy 

be ~ere in keeping 'With the interests of the United 

, Stat es? Ho1'r much :poss·ibili ty is there for a. s1.g-
' . . .#. . 

nificant broadening of tr~&e that is consistent .'With 

ou::- security interests.? Would this :possibility be 

such as to j·ustify ·a general negotiation on trade 

and comr.iercial matters 'With the Soviet Union?·" 

On the basis . of .the analysis attached, we make the follo'Wi~g 

recor:i:.:endations. It should be :partfoularly noted that · the .recommen.19.tions . 

bea::-i:::g on possible · policy changes 'With respect .. to U. · S.-Soviet trad.· ~ 

sno...Ud be negotiated and undertaken only in the .context of an easing of 
' ' I • ' ' 

East-West .tensions· over .a broad front. 

l. Given the fact that it is st111 ·unclear whether the U. ;3. 

Gove~.urnent could organize arrangements ·which 'Would :permit . us ·higher 

cor::.pe!lsaticn f or t echno.logy sold to nations under Communist control '.i1ithout 

iµcl..lrr i ng greate~ costs than advantages from the effort, · a study .should be 

r:..ad.e to :provide adequ~te info~tion and analy~is,, especially in th•;-
\ 

:'allowing areas: 
\ 

T.ne .ability t o obtain ~recise id.cntification of advanced 

-t2c:-:::ol cg'J ·wi thin industry and the status of its dissemination {Dub:·.:ts~ed 

or ~published). · 
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7.:e: o.bili ty to maintain a roster of changes in techniques .a:id.. 

t~e ~er in which they are transferable. 

T~c f easibility and effectiven~ss of unilateral .controls over 

t~c:C.nology, especially 'When they may b~ frustr~ted merely by p~blicntion. 

?e~sibility of obtaining sufficient information on the 

cc~;~o.tivc sta.~dings ot U.S. a.~d 2uropear. industrJ on specif ic te c~niques, 

s~~ce the r~levant comparison of technologies, gi van a difference i= 

t ::--.:;o.txent under . control by the U.S. and its Western Allies, i s no~ 1:et -ween 

t~~ U.S. and Russ i a but bet'Ween the U.S. and the Allies 'Which are mlking 

s~ch technology available. 

'file wivc.nts.ges and disadvantages of restricting exports cif' such 

"tec::r .. ology to non-Communist countries to prevent ·fr:ustration of U.S. 

CO:::l~rols ur:d feasibility and .desirability Of restricting "the sale . Of ' 

.co:::::.cdities made ~ith such technology, for th~ . sam~ reason. 

Determining pricing and oui d pro ouo arrangemen~s 'Which ·would . 

assu.ra adequate commercial and national returns 'fr?m ~ermissible tr~ de 

"Wit h the bloc. 

Pro~osed Act ion: The Export Control Review Board should, as . 

. ... ... 

: .. ; I 

a matter of urgency, analyze the :Possibilities an~ 

problem's inheren~ in an eff?~ to orga.n~ze the sale of 

t~chnology . to ·nations under CommU.Uist control and nake 

policy recommendations~ · 'Ihis study should develoI> 

cl~ar criteria for "adequat~ compensation ti i~ 'tne :~ield 

of technology; determine ·whether or not present l>r::ce~ 
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meet those criteria; examine the feasibility of acq:.iiring 

in th~ government the requisite information in particular 

:fields; weigh the li1celihood of cooperation from o:::~r 

nations; and assess tl:e :political and econo:::ic benefits 

and costs of such a p~ograu) both within the United States 

and in our relations ·with other nations •. 

Approved~~~~~------~-----~-

2. Given a continuation "of political and other tensions between 

~: .c u. S. and t:ic USSR simi~a.r to those ·which have existed in .the rece:~t 

}?2..S ~) no sigrlifica.nt change should be mude in our export control poli ·:!Y· 

-wi~!: -c~c USSR -- either over goods or technical data. Some rationalbation 

o:: co:::t:-ols beti:.ieen the De:partment of Co::nrnerce and the Treas_ury · in the field 

of ~~cr...:lology is in order. And we .should avoid licensing decisions incon-

sistent with t~e present negotiating situation. There i~, however, l~ttle 
' I 

to 02 gained from 'a serious .e~te~sion of the controls o:r a serious 

. r.::::..8.xation of them on a unilateral basis . 

Pro·oosed Action: The Department . of Conunerce should keep 

existing procedures under review through.the ACEP 

structure to·make sure that in().ividual licensing 

decisiqns are not made in. a manner so as to ·weaken 

a f'uture negotiating post'llre for the U.S. and so as \ 

to reflect the prevailing 'state of relations .with 

the USSR. 

A:pproved 
--~--------------------~--

Disap:prove.d _____ _ ______ _ 
. · ' 
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3. As an im:nediate response · c.nd "...i:ien the political circu..~s ':~ccs 

~::.~.: jL..cl..:;ed a;,?TOJ?riate, · we should. use the discretionary authority iri ,; xis ting 

e::-:-,::.o:r-"'c licc:ls i::g a."ld other leg~slation to respond effectively to ove:r·::.ures 

\ 
s3.telli te governments with ·which -we have relations ia~lud.ing 

I 
"'.::.I'.: :;iossibility of bilateral agreements. I:1 this · context, -we ·Should :;;eek 

~0~0 s~~cific r~sponse in the areas of patent and . cop~~ight protectio~, 

-Cc~is:i, etc., without the .need for legislation. 

Prouosed Action: In the light of the rapidly changing co::id.i tions 

.in Eastern Europe, Export _ Control Review Board should prepare 

,sruidelincs for a lczs :restrictive, .step-'by-ste:p expc.:J :~ion 

in trade with indi Vidual nations of Eastern Europe, w:i. thin 

the present legal structure. 

. Disapproved __ ~----~~--~~--~ 

· 4. If a significant movem~nt · toward a relaxation of tensfo:1s -with 

tt..::; USSR gets ur:der ·way, the U.S. should be willing to talfo all nece;;; s ary 

s "'ceys · to re~ove obstacles ·t o trade, except_ trade in items of direct ;3·:rategic 

i:~:?G ~~2....'1Ce ( COCOM i t~ms ), if .such action 'Would ·g8.in equally construc·c:i ve 

::.oves o:.'l the pa:ct of the USSR. We should be prepared· tq treat our. t:c;lde 

cont~ol ~olicy as a usef'ul and .uniquely appro~!iate . negotiating inst:~l."llent 

i::i dis cussions with the USSR direc·ted toward resolving ou~standing fa :mes. 

'::e should. view the present unilateral policy as amendable in circums·:a.'rlces \' 

ti:.2..t 31roraise ~ break in the cold -war staler.w.te, to be substituted fo::- by ·a 

syste:-a of bil3.ter3.ls. 

.. 
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'P.:::-c::.oseC. Actio::J.: Tee Export Cont.:::-ol Review Boa.rd should ·p:=- · ~ ?::i.r~, 

on an urgent basis, a contbG.;;r:cy plan for negotfa.tb .~ a 

bil~teral trade cgre~t:ent ·with the USSR. It should 1~xplore 

the coverage of such c..vi acrcc::::.ent. It should also c>~plore 

·wha.t is necessarJ for :protection. of industritl pro:Qe::ty and 

co:pyrig..1.ts, · and shculcl consider whether a."rly other mea~s to 

secure better retur.cs for the .sale of .technology are feasible. 

5. In View of the . possibility tho.t th~ · protection of the national 

i;i ~~st-West trade may require a stronger institutional base than 

-:::~-.: :::cw available, and that gover.ument purchasing may be n.ecessa!"J to keep 

~ bet t er balc...~ce in the accounts with bloc countries, ·consideration should 

c~ ~iver. to ~he desirability of estcblishing a form of U.S. Commerci2l 

C0:::."'"]c::.:::.tion_, i:lclllding its advai."1ta,ges in the eve4t of need to exerci ~"e 

Pro-posed Action: T.ne Export Control Review Board should :pr omptly 

study. whether U .. S. national interests in a .. period of 

expanded East-West· trade could be · adequate~y protecte:d by 

either a step-by-step or bilateral agreements appro<:i.ch and . 

·whether it is necessary also to constitute a. U.S. Cor;lllercial 

Corporation. 
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6. 12:.:: A<i::iinis.tration should. be :pre:pa~(;d. as the situation 

j1.:s::.L':.<.:::s, to ce: e~<:. ConGressiontl enact::e~t of a new East..;West ~e.de ).ct. 

s~c:1 l.::zislution should be b~sed on a f)lll 8..-"'ld frank examination -wit; ~ the 

Co:::: ::c-ss of oll t:-ie· relevn-"1t issues ·CTJ.d would :presuppose the · existen .~ c- of 

tbut ~~e USSR was in_ process of sic;rtifica."1t movement ..... . 1..o·wara.. 

r2 c:J.~:.:1;1 the d-J..v:..e:;crs a."1d strains of the cold. war. Such legislation :~r~ould 

p ::.·cv-.:.C.c the ?~·e:sidcnt with all the ;:.dministrati ve aut'hori ty he neeC.s t.o use 

~::-..::.Q8 ~s a."1 efiective politic~ instrument for dealirlg with .the USSR l.nd 

its'satcllites . 

·T'ne Dcpc:..rtmc:nts of State and Corni-nerce s'.".lould 

~stablish a working group to deter.nine the necessary 

content of such an Act and to develop data for use i ::i 

. Congressional consideration of the Act. 

Disapproved 
~~--~----~~~~~~~-----.. 

7. We should ~ake adva."1ce preparations for a cii'scussion with our 

P_li2s of the implications that a cha..~g~ in U.S. :policy would have o~ the 

~112.tilateral system of controls and the possible need we may face to r1odify 

i t s ove::tly discriminatory form without damage ·to ou:r ability. to :mei~~ain 

coll2c~ive surveillance and the control of strategic commodities as 

::-:J.]_ til2..te~tlly d·efined . Iri keeping with the ob.jecti ve of using · trade more 

e :f' :.:\~cti vely f or political purposes, we s'hould aim at a closer un~erstanding , · 

"(1i ·:::i -:,::;.~ allies, whereby ·we would collectively :restrict or cut · off tr;:de as 
. I . 

2.. ::.::c:;onse -'.;o Soviat-ini tiated crises. . We would, of course, ma..\e cle;1:r that 

' · 
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:;:,0l::.cy tm·11J.rC.s Cubn. and. Comr:ninist Chi:::la. In ad.di tion, ·we f.mst assess -.:.:ie 

:.::.:) ::.~t of a.""'..y enc.nee in U.S. East-W'3:st t~~de :Policy on Latin .America n;~d. 

c~~~~ t~i~ cotl..""'..t~ies and. prepare to cushion re~ctions adverse to U.S. 

( 

Pronos cd )l.ction : The fupurt:r.ent of State should examine i 
f 

:problems ~rising fro~'l relations -with our .Allies and .. 

third countries in t~is spher0. It should explore th; 

feasibility of modifying the COCOM system but preserv0 '" 
I " ' 

t~e substance of reutual secl:.rity protection. 
,. I 
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1 -· Wi·::.:;. rcs~ct to fae · sal.;; o-Z tcchr.olcgy, -:.:he~h~r in the fo:;:-::: 

c~bcdded in prototy:-...,e ~achi~cry or equip~ent, the 

q_t:e:sti.c:.1 of 1:.:ce:qt!aten compensation ~"'Y be su.:-:m:~riz.ed as follows: 

(.:.) I:r:. an op8n society st:.ch .:.:s oll!'s 11 <::..dequate compensation 11 

fo r tcct.~ology is reckoned into -the sales price of the article c::- · 

~p~cific~t~ons by the private p~cducer; the buyer is precluded 

.f:i."' om u:i . ._:; .:.he t .echnology in other thr..-:1 ~gr~ed ways by patent 
~ 

.:::::."d. oth.::::r l~':·:s ..,,:ithi'!f . the Fr00 World Q::d by· licensing agreements; .. 

·~·:.~ s.;;..;11e :..~.::strictions are not .:.vtllable fo-... ... the licensor or 

se;ller ·· . .., t=:0 bloc. Ee cari bG cov8red by p.?..tents in the Soviet, 

:-:e chooses to file in Ho.scoi;·t.:i :iut lmowledge of 'Viola-
. . . 

-:.:.on is di .... ficult to obtain, justice .i5 u::certain in event of 

:~tig~tion, and the advantages of fili~g are shadowed by the 

·::.::Gd :o:"' disclo~ur~) which may haye been a reason for not 

pat-:;; ':'ltir.~ foe kno:-t-how even in the Westei .. n countries .• · And 

p~otection of non-patented technology is uncertain since the 

USSrt is ~o~ a _ participant in any of the multilateral agreements 

3p1~rr..i r:,8; treatme.nt ·of either ind us trial property (patents.) 

i~dustrial cesigns, trademarks, etc.) or copyrights. In. rilin~ 

fc ~ a p~t8nt foreigners receive national treat.mont in the USSR. 

' Xeverthc.less , thi.s· leaves tho:a subj~ct to the following less 

~han s~t~s:actory arrangerr£nts: (1) assurances against· 

i~£ri~ge~c~t ara inadequate; (2) compensation for use is 
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:":.lir.~ ~e; high~r than in Wcs·;:.e:~;l cou..~t:dcs and procedures 

c~.~ce~so~.8. The seller can att~:r~pt · to t:lko account of these 

f ~ctor~ ~y chel:.~ging higher prices in th0 Soviet raarket, but 

.'.l:.s C!.bility to. do so may be l:L-;u:t.ed by co:.:petitivc factors. 

(b) The Soviet Union· thus benefit~ to so~e extent fro~ 

~~~ ~sy;;=..~try of protection of tech~olog'J. To'a degree it m.ay~ 

:..i :.:yin~ .::.nd copying machinery or ~y usin6 technology purchased 

·;:-,c .:;;:::-0ct 0113 plant to build othe::-s;r includi~ sof.le in third 

rt may also cohtrol t~1.;; sD.lc oi its ·own technology 

~c~a e~sily tha..~ such sales f.l3Y b8 controlled by the·US or by 

o·;:,her private enterprise societic!:>.. '"' 

(c) Ar: attempt, by the US w get a sornewhat higher price 

fo~ its ·;:,;3;c hnolo;ry, or key c·omponc;nts of its machin~ry exports 

. ::.".:.::.:::o s pro':JlGr:1s of: (i) goverr..r...ent ~crl:cwledge . and control over 

C.0:-.:·-:::stic tcc~ology; (ii) governrr.znt control over· sales by 

fo::dgn s~1=>sidiaries of US co~p".;:nies_; , and. by :(oreign purchasers 

0: us equip:-.1ent; and (iii) willingness of our allies to make 

cooperative 2~rangerr~nts to exact a higher-than-market pri~e . 

for such tcc~~ology. 

-~· .. !.'.:: ·c.he 'c .:.::.:8 of bool(s_, tha 11pi: .. ~ting11 works two "' ... rays. He, as 
~·:~2.J. ~s t~0 ~ussians, pay no royalties on the publications 
o:: the o.:.; te::.--. 
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( C.) .!. :, i.$ virtually ce~::.in "'.:.':12.t cu= allies would not 

.; 0:.::1 ~ ~·:: c.. co"2.certed effort tc o::oaden -~h~ control over the 
i I 

i 
j I s.::.:..e; o: -t.c.:;':l::ology. An analysis s':"lculd be ;:-.ade of areas where 

~· 

But efforts to control the scile of US 
l 

~ 

te:c':";.:olog-J ;:;y US subsidiaries .sb:ro;;d, o:::- to prevent resales by 

l 
I · ' 

~ 
: 

f 
i~~c~~sts i~r beyond any likely rct~ns; ~nd the ®ffort to 

1.:!·· .. 
l : 

~~~-=-- co::lpr8' .. 0nsiv0 knowledge ar1d cor .. trol of .US technology 
.. 

• . c o:.:.2.C. prow;; ciisruptive in our o~·.:.:1. society .. 
~ 

I 

i l· 
I 

r·;· 
(c) :::"to c..dvantages ·cmd leve::.·~s~ we could gain in this 

;: : i 
I 

i. \ fil.'.::C. ar;;; :.:;ti.11 un.\"tlo1-m as ar-3 J~hc costs of Jche effort.. The 
I 

~ . 
·. 

! 
~: . I :;;.<:t~.:. er is ~·:o:. th further study. _ Since tr..c:::-c is a liidespread 

l J 
·' I 

~ ! I i :. 
I ( 

; .. \ : f 

·vi;;:: in th.; Congress that we are being $Ubstantially cheated 

::......~ oil~tc~al trade viith the USS~ involvi~g technology) it is 

i 
'· ' ~ c s?cc..:..:lly i:.1portant that whatcvcj, ... action ':·:a finally -take be 
:: : 
!. 
; · ' '· I 

::'\;,lly supported by. 11cost-benefi ti analysi$. For example, there .. 
: } 

: l ' I ; c:::=: 00 benGfi t in selling Western tec~nology ~ that it locks 
I c· I 

:; '· 
-~i~ ~loc, as in the automotive field, into obsolescent design 

;: ~~ ' 
; 

I 

(f) Finally> on the q_uestion of t:l~eatrr.ent of technology, l, 

~ ·~ : 
\ 

\ 
~~ i~ a~~8~d that efforts should be nace, in any .bilateral trade 

\' 

" r..c.:-;o·:,iatio".'.1 with the USSR, to bc:.lo.nce the pr~sent inequities by 
\ . 
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-.~ ~--~ i:: z:L.:..:,i.~:':.icn of ,iillp::-oveC. p::-ocl3dUT.::3 to protect p3.tentable 

· ) 

S".:,::~~s :;.olic:r o:;. con.t:r-ols over tracie with t':lo bloc, thera is a cle~ 

c..:;;:::_~ or ::-4:.::..iccl limitation of U .. S. -'vr;ade h~s slowed 'corri;nunist 

.:;co::o::-;.:.c d.:v.:lopr.ient and reduced t'r.e volw.o of. resc'urces available 

le~ ~ccl!ri~y ~nd othc~ purposes; ct.hc~s would argu0 that Soviet and 

=~0~~.:.n a~d J.:.p.?.nese trade have r..2..do US trade policy an irrelev~nt 

0::- t~i nal ... 2c:.o~ in Soviet and Eac-'cej.,'n Ell:"opcan economic develop:ner.t 

.:..:1.:i ::-.:ilit~y. c.:.pability. ThBre is no dis.::.r,::cceme:-.1.t that US h:ad bocor:..G 

C.:,;c-yly co:1i:.-..:.t·~c;d before its 01m people and the world to a trading 

p~.s~ce , lf'i~"i. strong political and. psychological overtones, which, would 

c:; c:.:...::icuJ:~ if not impossi.bl~ to alter without some sub'stanti al chc.nge . 

:.:c1 Scviat ::·d;;.tions to the West., Specifictlly: 

(~) There . is no doubt that the economy of the United 

St2..tes :1.::s not · benefited to any a.pp:re'ciablc extent from the 

.:·1oi:-1 of -'~:i.--ade permitted 'with the bloc. The ·total expo~ts 

::.'\)~;: ·ch3 United .States to bloc count~-10s iri 1962 · :mow"1ted .to 

Q..':)ou.t ~~l.2) million_, of which ~~62 r.iiilion consist~d of PL 480 

~:ricLl~~.::'..l com.~odities shi?P8~ to ?ol~nd. These ·exports 
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.;:.:.h i:'lpo:::-ts of c:..bo~~ $S2 :r..i_lio:-.. in v.::.rious goods f::( 1~: ~ 

~ ·:-.. -- Clo ~;, :.11 of \·rhich· could havG bee::. cbtdn2.d .. frorr. oth0r so~'Ges. 

' · ~ ;.:.he ~~.:o y0:::.:r; We stern Eu:::-o:x~ t.n cou·t.t:ties sold $2. 2 billio:.J. 

-~o t~c ~lee coW1tries, ~nd n su...~lus -;·rith tho bloc. W.1s met by 

so~o ~old s.::Ues by Russia . 

(~) .• sha.:rp disagree::::ent ::-.:-i~es i:-i -~he assess-:ncrnt. of tb 

:.::~i:::-.:-;ct ·oe:nGfi ts t o the US c:: l:c c;;pir:~~ the volu."':le of tr.:..da so 

Soviet 2conomies . That the control policy was more effective ::..;~ 

-c:1c ye ::_::;;, iY;:;.ccliately after Wo:::-ld War II as compared to the prn::;0nt 

~.c2.0~bt2dly correct; bu~ ·~his .still docs not indicate hoH 

.::.: ... ect:.:..ve: it has been in either perioC. -in preventing Soviet 

fo: .. t~c oloc to 'shift resource:s <;.r:.d ~"'-2:-orC.e:i.~ priorities to off~;,;;t . 

·c;.e contr-ols; but tho lac!<: of certain capital import:s required 

t~e Sovi8t Union to shift resources to their des.ign.a.~d m.anu-

ca::-lier than they would othel'""(·rise have c.riosen to do~ 

1':-:; l:.:.ve md insufficient info:nnation on the activities in 

~cl1c bloc which 't-roul·d help assess th0 off ects of eA.-port control:~ 

:.r:'..pos~d. by the United S.ta.tc.s, bll:-C in any event, a precise asseJs-

:.-.ent. of the. impact of what wz.s not don3 is always difficult.. 

(c) The effects of the US control system have been sub-

$'t.::l.ntially altc:::·ed also by t.h~ g:cowing ability and 11illingn0$s 
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of tr..o o~hc~ industrial mc!nb'ors of t:-.c fr1::c world to sell a:iyLh'.i.n~ 

not on the COQ0~1 list. Nor is any distinction made . by tb:-i 3!: 

~otwcc:: equipment or plants and the ;technology behind them. (E.~i·:cvcr; 

it r.:.ust be recognized that espoused public policy and actual business 

practic0 are often distinct: that isJ European companies ar.3 1~~7 

of lettir.r; competitors in any cou.."1try have access · to their latest 

d0velop:c.cnts.) T~us, .prassure mounts on our own control systerc. 

t~ough the fact that identical ito::n::; or near•substitutes ara 

availo.ble fro::n. Western Europa ~nd Japan. 

(d) · In sum,. it must oo ad'iri.tted thc.t the "economic effec·':. on 

~he bloc of the US control system is :-1.'.lrginal; that the sieni:f:i.cance 

o= ex.:.ct a:nount of it cannot be kno1m; and that the .. effect ha::> been 

C:0clin.ing. Equal~y, a la.rg~ increase in the volume of US trado is 

~r.J.ikcly with the removal of controls, but their :mcl.ntena.nc0 :):.aces 

us ~C.ustry at a disadvantage in meeting lpnger . run competitfon. 

in bloc cou:itries; if and when trade volu.11es do increase signii~icantly 

·with tte West. There is no way now of telling how large the t.:~ade 

;:right eventually become, even within .. this. decade, but it seems 

u..'r'llikcly that US exports to. the bloc . would ~ise . annually to rn·'.)::-e 

than $300 :rnillion (though ·orders might ba placed for larger su:11s 

on a spor . .:.d.ic basis) wi thL"'l tha next few yea:rs in the absence of 
· .. 

. contNls other than under COCOM. 

(~) If the United States were to relax its controls in 

z.cco~d only ·with the COCOM list.., side-effec.ts· would probably occur: 

... 
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.:·:l ir.c:.~c.:.s:. :1g prGssur~ .a.-r.ong Et.:rope<:..n col:..-:trics to cont~uct t~ 

CCCOH li.st i :is0lf; sor.ie concl3:--n on the ?2.rt of Europea:'ls over 

loss of .:.. ::protected'; market in tho 'bloc; <:nd a relaxation of 

~~ossar~ currently L~posod by th0 US on third countries not to 

t:~.-:dc with the bloc. While none ·of these eleree':lts .should be 

cctor:i'..i':'.i~g i.~ th~ decizion to de-control u.~der appropriate 

~oliticz.1 co~ditions~ the fir~t and third should be assessed 

2:~-:d. nd8q_~.;;.:,13 measures preparod to cu.shio:'l a radponse. a·dverse to 

DS intc:. e ~ts. 

(f) In addition, some i.~provement in the economic postura 

·.-:ocld OCCU:"' fro::-11 a systc.m Of bibtcral trJ.dC pact~ ~li th the USS:ii 

.::.::d the EcropGan satellites for · two reasons: first.:1 they would 

p~ovide in East0rn .Europe .a means fo~ increasing the degree of 

.::::co:io::-:.ic involvement, and depmdonce on the West for those countries 
.· 

-:.xhibiting .:i desire to strengthe~ their independence; second, t08y 

~· :c:.Ud p:c-ovide .us i·:ith a flow of trade to d~sh, il1. response to 

tostil~ political behavior. At th0 moment, our stance does not 

:provicc zJ1 effective 11carrot11 and our t:sticku--whatever its siz,;; 

nay have been in the past--is shrinking .. 

3. In contrast to the lack of evidence as' to economic effe~ts 

o: ... the controls..7 ·the P.olitical and psychological impo.rtance of our c0ntrols 

is .:.C:.-:-.:.tted.ly substantial. This irnpor~nce, however, is solely the :y~oduc-S' 

cf s:..::.tic cold-w~ conditions. 

.. 
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I (.z..) H.3 have r:w..intained;; vi:r7.ually in isolatio:l_,, a trade 

s:·--::-.col o::: o:ir :resolve to resist Com.1lur.:.izt military) politic~ 

.:--:d psyc~.ological pres~ures. We ~ava sou,'.;ht to induce non-

c:. d0~yir.~ holp ·to build Co:-:-.:";lur.izt. po~·rcr, but on grou:Lds th3.t 

1·:odd. pa::-ticipants in tq.at trz.da. .Abandor..r.:e~t "of t1nese control.s_, 

c:.::cep"'v i-:i. the co:itext of constTuctive c l:an£;e in Soviet policy, 

\.:0uld :.::us be . difficult to e:.cpldn b~forc . our own people and the 

-:·:cr-ld. .. 

s~~ce the political and psychological significance of the 

control _systen is attested by the Soviet desire to have them 

::-~::.oved_, it provides us the opportunity to obtain f'ror.i. the . bloc 

so~~ cc~structive change that will enable us to explain the 

Cismantli-:1.g of the controls to Congress and the· publ5:c., 
" . 

(b) Thus, in a situation of changed political ~tmosphere, 

.,,,:c could. move fro::n a less effective. to a mer~ effective East-West. 

t~z.de policy; and ·from all sig.ns the USSR would be willing to p::..y 

::cr:2thi::1~ for this change.. Th:::ir continued interest a."'ld pressu:re. 

o·"' this point W<lS underlined in Governor· Harriman 1 s conversatio:::s 

:·;iJ~:i Kh::·u.shchev. Thus) while we coUld not exp'Cct. the USSR to 

~:; :.·\:;ce8C. -;~ in negotio.tions looking toward detente ·without so:ilO 

!:;.::~:::.isfac~ion on · this issue, the prosen·c control syste.'n is one o··· 

• '' 1 
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·.:-::0 fo..,.; cc:i-_-:-.oditie s the US c.::.::i .:!.:'ford to giva. up 1-:hich wocl.d 

::.e; salc.::.blc to the USSR. Ho:-~ove::-, tl-ic :1concessior..1
•1 ·which ttc 

liS ...._.oulC. b~ :la..'-\:ing· could be c6ntrD..cted or revolced at ·will,, since 

:.::e r.::.tc of flow unde:i:- a bilatcr.::.l tr.::.dc pact would bo within 

ou.::- co~:'.:.:-ol. Once a ne: .. r sta...-~ had bec:J. :.:ade on t;rade, the US 

1-:~cld b~ 3.ble to employ on Q.. co:-~tinci.l'le basis the potentiali tic~: 

of t::-adc as an instru.11ent of politictl bargairiing and of 

~- T'.::e change in the politi.c.:i.l · '1:~ •• i:osphore needed to justify a 

~:2::·~ :::o:n O:l:." ) rc;;-;cnt control systei-n . to J. bi-lateral trudinG systen\ is 

e;v2..dcntly .::. :::.::~to :- of political jud~c:nt at the highest level. On 'the 

0:.-:8 h2.nd.:i t:--.e re would need to bG co:icrete evidence of Soviet, intere::;·;~ 

i~ ~0r-.erally :L--;:prov~d relations ·r.d.th the US and of Soviet 't-rillingn0s:~ 

·:-o ·::..::~:e, o~ :be basis of mutual concessions.? the spe,cific steps nec0;~sa_-ry 

to 0:fect t~is i~provement. On the other hand, the situation shoulc be 

.$ L:.C ~ • to i::C:..cate that discussion of the trade issue would be a lo:;ical 
. . . 

perhaps necessary, means of adding significant mo::nentl1~·1 

·.:.o t~e for~-:Cl: d :r.~over.ient that had bc.::r. gotten under way. · 

5. In addition to .a general improvement in the political 

.::~r~.0sp::~ r0) t.ha US could expect to . seo..ure through a relaxation of it;;; 

tr.::.C.0 cont.r0lsi a relaxation of restrictio.ns the · Soviet Union itself 

~2.i:-.·t.:::.~s ov~r the movement of goods, P?rsons and .. ideas" We would. h:rve, \ 

::.::. t:-:is co~r!ectionJ two broad require..110nts: (a) the ·establisbmer..t vf. 

. .. . ... .. ..-- .. - ----.-.. ~ .. --~·~ .. -"·:::~ .. ·--·······- --···---- .- .......... _• •··-.· ----·-···-· ~ :::· ... · ... ··- ·-·-·-
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. cc.:c:i tior~ th<:t would' minimize o~stacl~s to t:~.::.de a':ld co:l".r.'.arce ste;:-.. "7li.1g 

:f-:o-:.: o~ dif.:.::::-8~;.t economic systc:ns, 3.nd (b) :L"";lprove::ients in oppor·~u.J.:.ties 

.:c:- =-~ciproc.:l a.xchange of persons and info:-:nation, both in the supl?.):.·t 

o~ co::i..~c:-cc ~nd gcncraJ.ly. Sp0cific m~ttcr~ thn.t wo could insist upJ~l 

-:·:oilld. i~clt:.Ce; : .:i. settlement of u-::d-L0ase o~ligations on terms nece.:::~~-y . 

to :::.::ct. 0sser.;ti.J.l lcsnl rcquirem_0nts; bctte:- industrial property and 

.c0py::-ient pro·:,cction; impro'Ve~ opportunities for US co:nmer~ial missi-:ms,, 

c:.::-~ti ts a."'..d r0prescntation in the USSR; broadene~ ct.l tural exbhance; 

_g~~ ~~8~ oppo~t~r..itics for reciprocal exchanges in the c.raa of public 

::.r: . .::· o:.·:.~tio::; :-cduc ·~ion of impcd.iJnents to to~i~m; groo.tcr frccdor:i of 

~o 1..:::.:(;; :::. of us repr~sentatives in the USSR; ~:nd reciprocal establ:Lsh::i ;n.t . 

of·.C.onsulatcs in major cities. 

; 

b.. A cha.~~e iJ1 our trade policy that would be mean~ngful i'.1 

:.--.-: ;;c"'.7,i.:tiops 1·ii.th :.he USSR would at some stage· require the abandon.11en~:. 

of :.~::; s:~x~cial disc::iminatory" elements in our· control system. Apa~ :~rom 

would eventually be pecessary tv 

81:: .. :.-d.r.ata ~est:dctions on commercial credits, · to grant mos~~favor0d-·.1:ltion 

. . 
to remove restrictions on the ·importation of certa:L.1 

Scv-.:..et productsljo We would, of course, retain the mecns to deny, as :L:~ 

/ 

?o effect these changes in oi.:r policy, new ldgisiation would be 

:"e:q_-.:..::.::-0d. . This would need to be in the form. ·of a new HE~st-Hest Trad•} 
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r..C..--;-.ir..istra ti ve a~thori ty requiNd. t ·) 

~~~ -::, ~~d~ ~~ ~~ effec~ive political i~stru::-.ent for dealing with the USS~ . 

7. S~ould it develop to o'..::" .:i.d.va.-it.::~e to consider . new tra.~~ 

.:... ~:-c::-.::it p::.'J.:::~d relaxation of · our- co::t:::-ol syste..":1. for spacific actic:1s 

(;;:--.c-::c:.~~ted i:: 115 ~'oove--a method. i·:hich may oe applicable to the s~tdlitcs.) 

ths USS~. The other is o:le covering all aspects of oux mu-::.118.l 

ir:.clt:ciing //9 above. m J. , .J.. r ho fomer has the aa.vanvaga of quic:c:css: 

-.... 1c :...:.ttc~ 7-:-iat of completeness and t1:":cre'oy possible maximization of US 

uit~c~t th0 rc~oval of present discriminatory US legislation. 

(~) I!l the step-by- step approach, the United States would 

o:fo-: :..o the separate satellite cou."'ltries, as political. circtnn .. -

s~anc.;;s rr.ay dictate, a prior approval of ite:r;is from a nshopping 

list 11 ) such as has been offerad in the past by the Rumanians .. 

'!'t.is -v:o;...ld. be att.ractive to the bloc country .'because we could 

lJ:::-ovic.:; ce::-tainty, and guarantee a raore rela.."'{ed 'set of criteri.8. 

i~ per::-.itting ship."T.ents than in the past. On their part, the 

bloc co~ntry wo'uld bo request0d to establish . or provide for an:-r 

one or co:r.bination of th"e desired policies mentioned in lr5· abo·/e. 

Withi.'11 a framework of political guid~ce· this approach would be 

i::sti t~:,ec. by representations by the Secreta..ry of Corcrr2rce to .:1loc 

L~!)as~ .::.C.o:."'s that 12 shopping lists 11 would be examined and that a 
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:-!.:.gol:.i.:::,:.on o-:;. approvals woulci 'c;;; ente::-tained if the bloc cou.."lt~y 

:·:e:r.J i·:iJ..J..i~_s to. offer so::nc of the . dcdrcd ito~s in #5. 

T:--.c .::C.vant~ge of this o.pproach is :.hat we can begin prompt.J.y 

to off.:.::~ trade as s oo~ .::~ the political ell.mat~ 

s~~~s ?ropit.:.cus in any one of tha s~tellites; 2nd th~ro is ~o 

~c2d for frGsh legislatio~. A disadvantage is that our total 

c:for is un!mown. to the bloc partner and there may be great 
J. 

c.:ution c':l its pa.rt as to: (01) whether we .will stick by our 

':;2.rg3i-:;. fo:- very long; (2) wheth~r other countries will obtain 

r 

.:.nd (3) i w:'!ether the iterns in j)6 wocld ever be offered. A f~ther 

cisacvantage is that the co~petitive ability to obtain simila~ 

i te::ns .:.n trade with Western Europe weakens our ability to insist 

on. so~Gthing beyond corr:rr.ercial returns for relaxed criteria in 

lic8nsing of specific items. 

(b) The other approac~ is tl:irough a full-.scaie negotiation 

of a bil2.t0ral trada agreement; such ~s has been negotiated by 

the W~stern Eu:ropaan countries. This is an umbrella ar:range:nen-::. 

-;.::~ich still provides. for substantial power to control but tlso 

~~d~cos the necessity for surveillancG ever a large area of 

\;;Conor.:ic and commercial and tourist :relations. 

L~ong the points to be included in a bilateral agreCJilent . 

~·:o uld ~ the f ollo1ving: 

(1) A list of goods whic:'1 would nom.2lly be 
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e::.::;x:.:-table f:::-c~ tho Uni teC. s~~ates up to quota a.'7.ounts 

i-:: dol~:.-- terms~ 

(2) .Provision fo~ · li.~i.tation of U.S. eA-ports 

z~o~ld the Soviets attc~pt to buy ~ore of a eivon itc~ 

t~.:!:1 provid<::d in the quct2.. a~d thus nunbalancc 11 the ·trade; 

o: ... ~tould the Soviets t2!.:c .::.~ unb.:l.hnced ·package of goods 

(.3 . ,:: • , i f t hey were taking o:-J...y th.:: pls.nts a:nd industrl:al 

"' cqt:i}:..~8nt .P0rr::itted and not ~dequately - exp~ding their 

t~~da i~ consumer goods o~ ~gricu.ltural or other items as 

fi:\:cd by quotas .) 

(3) A list of goods we i;.d.11 be wi,lling. to purcr2 se 

ii co:::.~3rci.:U. sales can ba negotiated, including offers 

of technological advances made by bloc countries and 

es::.;c:cially the export of gold, ei"ther .. as a comrnpclity or 

a ~a~ns of balancing the accounts. 

(4) A settlement of lend lease and other outstanding 

dc~ts by the Soviets. 
. . ' \ ' 

Such a set~lement might involve both 

· monc::tar'IJ and ·other quid pro quo, ir..cluding the furnishing 

to the US of equipment; materials, and technology. 

(5) Handling of .norffia.l cof.'.mercial credits •. Such 

provisions may eith8r be for short term (i.e, six months 

o=: le:ss) credits or, if co!lditions 1·rarrant, . the .adr.ri.nistr~iion 

cc :.Ll.d undertake to recor:m1cnd revision · in the Johnson .Act te; 

p8:::~i~ longer term credits. 
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(6) Soviet extGn~ion to U.S. ~tists and autho~s of' 

eff1;;c:.ivo co~y::-ight protection, ."wit.:i recip~ocal U.S. co::u":"iit-

(7) Soviet eztansio~ of eff octivc patent rights to· 

U.S. i:'".vqntors. Such rights, to ba of any pr~ctical value~ 

c0 substantially i~cr2asod over those ·uhich the Soviets 

c~r0ntly declare are avail~ble for forei~n inventors. · 

(8) Establislunent of appropriate techniques for 
" 

cc~~;.0rcial arbitration as currently practiced by western 

co u.r.:. 7-ric [; • 

(9) An ~nti~dw~pinc ~~~~owcnt relating to price !loors 

ar.d ~~rticipation in intcrn~tional cor..modity agreements. 

(10) Authorization for U.S. and/or bloc nations . to act 

as sales and service representatives of U.S • . firms . in the 

bloc and for a greater freedom of access to bloo markets ttan 

is cur-rently available to U.S. merchants. 

(11) Establis~~ent of U.S. co~sulates in the bloc 

cour.tr~es concerned in order .to carry .out limited trade 

pro~otion activities. 

(12) Extension of MFN treatment to the bloc country 

Ur.de~ appropriate circu.11sta.nces, and provided that real 

reciprocity is involved. 

(13) Ralaxation of rest~ictions by bloc countries over· 

co:.:."::~:!"c::..al travelers and tou:."'ists to t~e U .s. as well as U. ~ . 

· tr~volcrs and tourists in the ~loc. 
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o:-- cv::.::7 2 or 3 yc2:'s; "':·iJ_"Crt the co::-:.:odity quotas changed. ~ .o 

:::-0 :"le ct the p.2..t"tern of recc:-.:.t tr.::.C.a and the futU:re des:i.r0~: of 
/. 
I 

th(; p=.r ties . 

8.. D~penc.ing on the govcr~c-=-~t . : s final j udg:r.e~t conc13r:1:~ g 

·.:.:.:· ,:.:::. :<::.c:,io~.s i r:volving ·tcchnolo.s'Y; th.a .:1SS8ssmcnt of whether it i:culd 

_, ;.; -'~o c~_.. ~ C.va~tage to impo::t f~o~ ttc Bloc for U.S. stoch.'})iles; .:.nO. 

:..-:..s gcr.e::-.::l a.s scss:nent of whettc:i."' consid.eratio:i $.hould ~ given ·:.o 

I . 

~p C:~~:~ t he 1930 : s to tra~c fer the US Governrc.ent. 

9.. The negoti ation of a bil2 .. t0ra.l Q.gr0e:nent would sie;nifi ·~antly 

:-~ c~c0 c~y0nt probl ems in lic0r.sing controls. Appraisals' of ttc 

::; :. :~.::. te~:i.c .;;.r.d other significance of it8::-is ar..d the effect of d er..ial 

--:·:cdd s~.:-:.ll be requi:::-ed, but they wou;ld be done prior to negctfation 

c:' z.n .;;.grao:::ent and be :r e.f'.lected in the quota.s .• 
! I 

: : 

:?c-::: lic0nsi~g and the ma.-ripower ne0ded would be· signi.:f~cantly rec.uced<> 

: I 

\ 
\ 

., 
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U .. S. ECONOMIC DEFENSE POLICY 
(NSC 57o4/l; NSC Actions Nos. 1677, 1780 . NSC 5704/3 adopted 
by NSC Action No. 1780; . approved by the President on September 
16, 1957; and referred to the Secretaries of State and Com­
merce for coordination through existing interdepartmental 
mechanisms, with a first progress report to be submitted to 
the NSC, through the CFEP, in three months, and subsequent pro-
gress reports to be submitted at least every six months. · 
NSC 57o4/3 supersedes "Nsc 5704/1 . · SECRET ) 

GENERAL POLICl 

1. The continued threats* to the security of the Free World posed b~ 
the Sino-Soviet bloc warrant the application against the bloc of such · ' 
economic defense measures by the United States and by the Free World as 
will retard the growth of the war potential of the bloc aild red~ce i ts unity. 
Our attitude and program must ,be one which will not increase the possibility 
of war, but rather one which will keep open paths which might lead t o a 
sounder basis for peace. During this period, the courses we take shotild be 
based upon the a·ssumption that interfe:r-ence in the trade between the Fr ee 
World and the Sino-Soviet bloc should take place only where a clear ad­
vantage to the Free World .would accrue from such interference. They should 
also be based upon the assumption that the maintenance of personal, 
cultural, and commercial contacts between the Free World and the European 
Soviet bloc may have posit~ve advantages dliring this period of tension and 
watchfulness. 

2. The economi.c defense program should be franEd and administered with 
full recogni t ion of t he fact that the economic defense system of the Free 
World is part of the larger system of military and political alliances and, 
like them, depends upon the cooperat'iv~ efforts of the free nations. The 
United States should participate in Free-World collective arre.ngements in. 
the field of trade controls. Accordingly, .in determining the economic 
defense treasures which the United :states should adopt .and those to be urged 
on other nations, the "impact upon the existing system of economic defense 

7-L 

as a whole, and upon the Free-World military and political alliances, should 
be take·n into account. Similarly, in multilateral military and political 
discussions, consideration should be given to the impact of their courses of 
action upon and support to be derived from the economic defense program. 
Political conditions generally, and economic conditions in some .individual 
countries, may make substantial interisification of multil~teral controls with 
respect to the Sino-Soviet bloc impractical for the foreseeable future, in the 
absence of a marked worsening of international tensions. 

3. The United States should maintain such unilateral controls as will 
have a significant effect on the growth of the war potential of the Sino-Soviet 
bloc or will effectively support other U. S. policies or fulfill U. S. legi ­
slative requirements. 

* The nature and dtll"ation of the threat are described in NSC 5707/8, June 3, 
- 1957, (TS) and JIC 636/4, August 24, 1956 (SECRET). 

DECLASSIFIE 

Authority v;sc.Aai//3 /~"'? 
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40 The problems posed for our allies by trade controls should be given 
approp:date weight in determining the controls which t~e United State!3 should 
ad·vocate that the Free World exercise in its economic relations wl th · the 
Sino=Sovi.et bloc o Extensions or reductions of t he mul til.ateral controls should 
be proposed or supported~ whenever justified by new technology, new· intelligence 
or altered evaluation of the significance of particul~ imports to the Si no­
Sovi.et bloco 

5o The Controls should be so applied as to support U ,~ S ., policy with 
r espect to encouraging and assisting bloc satellites to ach eve and maintai n 
national self-determination and independence., 

60 The United States should avoid!> and seek to have other friendly 
countries a·void.9 becomi ng excessively dependent on the Sino-Soviet bloc 
as a market or as a source of supplyo 

7 o So long as it is considered to be in the Uo So interest, ·there 
sho · l d conti.rrue to be applied against Cornnrun.ist China:* more severe controls ·. 
than a.re applied against the remainder of the Savi.et· bloc o At such time as 
it i.s judged to be in the Uo So int-~rest t o do so!> the· controls t oward 
Corrnnunist China shoul d be re·vised o 

80 In recognition of the continuing threat of Conmrun.ist China to the 
Free World wh· ch may be mor e fully at;;cepted by some individual coun·t,ries 
that by mu.~+.ilateral bodies 9 the Uni: ed States should continue 9 wheraver 
vlear· y feasible and desirable from a fo~caign policy standpoint9 to 
enco·urage indiv:Ldual Freea.World tem.intr ..... es to maintain unilateral t rade 
controls t oward Communist China at a more restrictive level than the 
multilateral controlso 

COURSES OF ACTION 

9 o Seek to maintain a multilateral securi ty trade control structure 
and control measures developed thereunder~ making appropriate and tim~ly 
adjustments in those measures to reflect changes in the vulnerabilities within 
the Sino-Soviet bloc as a whole and within its mem.bersj· or to improve coope:r­
ation and -increase effectiveness, and continue our effor ts for better under­
standing and support of the multilateral ~ontrol objectives ~ ·criteria and 
p:i'ocedures essenti.al to an effective econom.ic defense progr~o 

l Oo Seek to maintain and9 as necessary9 extend the bilateral 
arrangements with Free-World countries (non-CG countries) to obtair.'1 support 
for multilaterally agreed controls o 

1lo ~Iaintain . toward the European Soviet bloc Uo So export controls over 
multilaterall y agreed items and over suq,1h ct.her materials.? equipment9 · 

technology and services as can be so unilaterally control.led by th.a United States 
as to ar.;hi~ve a worthwhile adverse impa~t on the war potent· aJ. of the European 
Sov.:.et bloc~ or can effectively serva oth=-r Uo So policy obje~tives judged by 
the Uo s. cont.~ol a thorities t<? watTant the use ·of unilateral controls9 and / 

* Commur.dst China as used throughout this paper includes N rth Korea 0 
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ta-ke ·all appropriate measures as will ef.fectively enforce these controls and 
prevent their frustration. 

12. Approve, as a general rule, for shipment from the United States to 
the European Soviet bloc, connnodities not controlled under paragraph 11 above, 
and, where appropriate, remove the requirement of specific licenses for such 
shipments to the entire European Soviet bloc. 

13. Make appropriate and ti.I\lely unilateral adjustments and seek appro­
priate multilateral adjustment in' the scope and severity ·of controls main­
tained toward selected European ·satellites of the USSR, as feasible, to en­
courage and ·support progress toward national self-determination and inde­
pendence. 

14. Enhance the utility of evaluated intelligence pertaining to economic 
defense programs . 

15. Seek the adoption of effective measures to enforce the agreed scope 
·and severity. of the mult ilateral controls and increase the scope and effec­
tiveness of multilateral exchanges and cooperation in the enforcement field. 

16. Seek a close association with NATO and other security alliances and, 
where feasible, obtain their constderation and advice on appropriate economic 
security problems . 

17. Seek agreement to utilize the multilateral control structure for 
s tudies and exchanges of views regardirtg all Sino-Soviet trade practices 
wh ich appear to be inimical to the Free World. 

18. Encourage Free-World countries to resist Sino-Soviet economic pene­
tration and to avoid excessive dependence on trade with the Sino-Soviet bloc; 
foster the development of necessary markets and sources of supply within the 
Free World. 

19. Ad~inister current U. S. programst such as economic development, mil­
itary and other governmental procurement; defense support, stockpiling disposal 
of surplus goods and properties, and similar activities, in such a ~ay as to 
take into appropriate account the objectives of the economic defense program. 

20. Maintain the current level of U~ s. unilateral export, import and 
financial controls applied against Connnunist China* and take all appropriate 
actions effectively to enforce these controls toward Communist China and to 
prevent their frustration. 

21. Seek bilaterally to encourage individual Free-World countries, wher­
ever · clearly feasible and desirable from a foreign policy standpoint, to main­
tain unilateral controls toward Communist China at a more restrictive level 
than the multilateral controls. 

* U. s. economic fense policy with respect to North Vietnam is contained 
in paragraph 88 of NSC 6012, which reads as follows: 

"88. App ly as necessary to achieve U. s. objectives, restrictions 
on U. s. exports and shipping and on foreign assets similar to those 
already in effect for Communist China and North Korea." 

IX-A-3 
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J..:lberalization of Mult ilateral Controls 

The best interests of the United States will be served by liberalizing t he 
mult ilateral security controls on trade with the Sino-Soviet bloc; thereby f a­
cilitating accord with our allies and agreement on the maintenance of an effec­
tive multilateral security trade control system. Such system should cont inue 
c~ntrols on munitions and atomie energy items and on other items having a clear 
military application or involving advanced technology of strategy significance 
~ct available to the Sino-Soviet bloc. (NSC Action No . 1865-]l, approved 
March 3, 1958) 

Trade by Foreign Subsidiaries of U. S. Corporations with Connnunist China 

I t may be desirable in the national interest to xilake exceptions for 
friendly foreign countries with respect to trade with Communist China by for­
~ign subsidiaries of U. s. corporations abroad (paragraph 20, NSC 5704/3) . 
Such exceptions should normally be limited to situations (a) which are impor­
tant to the economy of the friendly foreign country, and (b) in which an. i n­
dig~nous company (not U. s.-controll~d) is unable t o ftl l the order. The NSC 
understands~ however , that the licenses issued wil l be kep t to a minimum. 
(NSC Action No . 2042-.£,, approved February 3, 1959) 

Implementation of Economic Defense Policy 

Existing policy on the subject (NSC 5704/3) should be continued without 
change at this time ; but the implementation of this policy should be kept un- ~\ 
der continuing scrutiny by all interested departments and agencies to ensur e ) 
that it serves the purposes of retarding the growth of the war potential of 
the Sino-Soviet bloc and reducing. its unity. (NSC Action No. 2304-£., 
approved October 5, 1960)* 

* In ~aking this action the Council also noted that, with respect to para­
graph 11 of NSC 5704/3, U. S. export controls over such materials, equip­
ment~ technology and services as can be unilaterally controlled by the · 
United States may be imposed not only to achieve a worthwhile adverse 
impact on the war potential of the European Soviet Bl oc, but also to 
serve other U. s. policy objectives, especial l y with regard to technology 
and services. (NSC Action No . 2304-12) 

IX-A-4 mp ~K6RB'f 
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,:ecutivc o~· er 10945 
AD 1\! 'l ST :-' Oi\l OF TH E EXPORT 

CO: 1- PO!.. ACT OF 1949 

By virt e of the authority vested in 
me by the Export Control Act of 1949, 
as amended, and as President of the 
United States, it is ordered as follows : 

SECTION 1. The power, authority, and 
discretion conferred upon the President 
by the provisions of th,e Export Control 
Act of 1949 (63 Stat. 7), ::is amended <SO 
U.S.C: App. 2021-2032 ), are hereby dele-

. gated to the Secretary of Commerce, 
with power of successive redelegation. 

SEC. 2. There is hereby established the 
Export Control Review Board <herein­
after referred to as the Board) . The 
Board shal be composed of the Secretary 
of Commerce, w o shall be the Chair ­
man of the Board, the Secretary of 
State , and the Secretary of Defense. 
No alternate Board members sh all be 
desi:;nated, but the nctinc head o! nny 
department m ay servo in lieu of the 
head of the department concerned. The 
Board may invite the heads of Gov­
ernment agencies , other than the de­
partments represented . by the Board 
members, to parlicipate in the activities 
o! the Board whc:n muttcrn of interest. 
to 1;uch ur~<; nclc:i arc under conrildcration . 

!:l r·:c. ::. Th<~ Hecrc:Lary of Commerce 
mrw from ilmc to t me refe r to the 
Bo;ird :mch par t,iculnr expor t license 
inn.Ucrs, involvincr questions of nntional 
~:ccul'!Ly or oLl ~r major policy iBsucs, ns 
h e shall select. The Secretary o! Com­
merce shall n.lso refer to the Boo.rd any 
other such export license matter, upon 
the request of any other member of tho 
Doii rd o r of the hend of nny other Gov­
ernment clcJrnr tmcnt or n[{cncy h nvinr, 
nn in terest in such maLtcr. The Board 
shall consider h e matters so referred 
to it, giving due consideration to the 

·• . . forei~n policy of the United States, the 
• · · "· national security, and the domestic 
· economy, and shall make recommenda­

tions thereon to the Secretary of 
Commerce. 

) 

SEc. 4. The President may at any 
time (a) Prescribe rules and regulations 
a~plicablc to the power, authority, and 
discretion referred to in section 1 of this 
order, and (b) communicate to the Sec­
r etary of Commerce such specific direc­
tives applicable thereto as the President 
shall determine. The Secretary of Com­
merce shall from time to t ime repor t to 
the Preside lt upon . the administration 
of the Export Control Act of Hl 49, as 
amended, and , as he may deem n eces­
sary , may refer to the Presiden t recom- · 
m cndations made by the Bo1rd under 
section 3 of this order . Neither the 
provisions of this section nor those of 
section 3 shall be construed as limiting 
the provisions of section 1 of this order. 

SEc. 5 (a ) All provisions relating to 
export control that are contained in the 
following and arc now effective are 
h ereby superseded : 

(1) Proclamation No. 2413 1 of July 2, · 
1940 

(2) Executive Order No. 8900 ~of Sep­
tember 15 , 1941 

(3) Executive Order No. 8982' of De­
cember 17, 1!)41 

(4) Executive Order No. 9361 • of July 
15, 1943 

(5) Executive Order No. 9380 • o' Sc 
tember 25, Hl·13 ' ?> 

(6) Executive Order No. 9630 • o• s . 
tember 27, 1945 · <:p... 

(7 ) Executive Order No. 9010 1 or J~ 
uo.ry 3. 1D48 ~-

<b) Except to the ex tent thnt uu 
are: in_con:;istcnt with this order, nll o~ :~ 
standmr; delcrrations, rules, rcauln tic~ , 
ord~rs , li?enscs, ~r other forms of ;d·: 

. mimstrnt1ve action made, issued . . 
othc1"\vl~;o t a.ken under, or continue'ct ~~ 
force by, the Export Control l1.ct c· 
1949, as amended, shnll remain in tud 
force and cficct until nmendcd, mod;" •"" 
or ~erminatcd by propel' nuthoti !:.·~·· · 

J ozrn l". IU::x~~·:­
TnE WHITE HOUSE, 

Ma y 24, 1961 
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BRIEF DESCRIPrIONS OF THE 
IAWS AND EXPORT CONTROL FUNCTIONS OF FEDERAL AGENCIES 

A. ;Ex;port Control Act of 1949 (63 Stat. 7) 

This act declares the policy of the .u.s. to use export controls to: 

1. protect the domestic economy from excessive drain of scarce materials; 

2. further our foreign .policy and to aid in ful:filling its international 
responsibilities; 

3. exercise necessary vigilance over exports from the standpoint of their 
significance to the national security of the U.S.; 

4. formulate and apply such controls to the maximum extent possible in 
cooperation with our allies, and to formulate a unified trading policy 
in their dealings with the Communist-dominated nations; 

5. utilize its economic resources and adv8.ntages in trade with Communist­
dominated nations to further the national security and foreign policy 
objectives of the U.S. 

'The President may delegate the power, authority, and discretion conferred 
upon him by this act , to such departments, agencies, or officials of the 
Government as he may deem appropriate. " This delegation has been made to 
the Secretary of Connnerce. 

B. Mutual Security Act of 1954 (Sec. 414; 68 Stat. 848) 

This act authorizes the President to control both export and import tra.ffic 
in arms, annnunition, implements of war, and related technical data, by any 
party other than a U.S. Government agency. The President has authority to 
designate what articles shall be made subject to this control, and to 
require those who have any dealings with regulated articles to register 
and comply with control regulations. 

I 

Authority conferred on the President has been delegated to the Secretary 
of State , with a directive requiring the Secretary to con:f'er with other 
interested agencies in enforcement of the measure. 

c. Mutual Defense Assistance Control Act of 1951 (65 Stat •. 644) 

This measure, known as the Battle Act, is by law administered by the 
Department of State. It requires countries which are recipients of 
American aid to support our policies regarding export of both military 
and nonmilitary materials to nations hostile toward the United States, 
including, specifical.ly, the u.s.s.R., and all countries under its 
domination. 
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Under the terms of the act, two lists are maintained by State; one, the 
A list, consists of arms and implements of war, including atomic energy 
materials; the other, the B list, consists of nonmilitary items which 
nevertheless have strategic significance and might affect the security 
Of the U.S. 

Aid received from the U.S. by any country must automatically be terminated 
if it is found that such country is exporting any A list items to nations 
deemed to be threatening the security of the u.s.; and aid shall be 
similarly terminated for any exportation of a B list item to proscribed 
recipients unless the President determines that unusual circumstances 
require an exception. 

State administers this act, assigned by law to the official responsible 
for U.S. foreign aid, who is the Assistant Secretary of State for Economic 
Affairs. The act requires its administrator to confer with other interested 
agencies. This requirement is served by the Economic Defense Advisory 
Committee (EDAC) in State. The full membership of EDAC includes repre­
sentatives of 11 agencies; most of its functions are performed by an 
Executive Committee composed of top staff from State, Commerce, Defense, 
and Treasury, AEC and CIA. The Executive Committee carries out its 
assignments through two Working Groups, one concerned with policies 
affecting international export controls, and the other, responsible for 
applications and enforcement. 

D. International Control of Strategic Items 

The Consultative Group, a voluntary international organization set up in 
January 1950, coordinates the export controls of the 15 countries comprising 
the principal industrial powers of the free world. (Consultative Group 
membership paraD_els the membership of NATO, excluding Iceland and with 
the addition of Japan.) The basic objective of the Consultative Group is 
to deny· all strategic items to countries in the Sino-Soviet bloc. Through 
mutual agreement, this Group maintains a list of strategic items referred 
to as the Cocom list. No item on the list can be exported to any country 
in the Sino-Soviet bloc except through unanimous agreement of all members 
of the Group. The Cocom list is currently reviewed annually. The Consulta­
tive Group also maintains what is known as a watch list of items which are 
not subject to control but which are of sufficient significance to merit 
scrutiny in cases involving unusually large shipments. 

The Consultative Group operates through the Coordinating Committee (Cocom), 
which maintains the list and administers the restrictions. Representation 
to Cocom is provided by State, and other departments participate through 
their representatives on the EDAC. 
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E. Atomic Energy Act of 1954 (68 Stat. 921) , 

This act, which vests control over all items and materials relating to 
atomic energy in the Atomic Energy Commission, empowers the AEC to control 
such items and materials by licensing, including licensing of exports and 
imports, on the broad discretionary basis of determining in each case 
whether issuance of a license will constitute an unreasonable risk to the 
connnon defense and security, or to the health and safety of the public. 

AEC is also gi ven plenary power to establish advisory boards as it may 
desire to constilt, in policy and administrative matters, including adminis­
tration of its controls over exportation of materials and facilities . 

F. ·Trading with the Enemy Act of 1917 (40 Stat. 411) 

This act conferred on the President virtually unlimited power to regulate, 
"through any agency that he may designate, or otherwise, 11 all transactions 
in foreign exchange or with any foreign country or foreign national, during 
periods when the country is at war or during which the President has de­
clared a state of national emergency. Regulatory power under this section 
is vested in the Secretary of the Treasury, and the requisite finding of 
a national emergency has remained in force since December 16, 1950. 

Treasury has two sets of regulations which have some relation to export 
control: (1) Foreign Assets Control Regulations, and (2) Transaction 
Control Regulations. 

The Foreign Assets Control Regulations, in effect since 1950, amount to a 
total economic embargo of Conununist China and North Korea by prohibiting 
except by license all financial or commercial transactions with those 
countries . or their nationals by persons subject to jurisdiction of the U.S. 
However, control of exports from the U.S. to these areas is actually exer­
cised by the Department of Commerce, since the Treasury Foreign Assets 
Control Regulations contain a general license permitting any export 
directly to those areas which is licensed by Commerce. Since inception 
of these Regulations the only licensed exports from the U.S. to Communist 
China and North Korea have been publications, human remains for burial, and 
personal effects of nationals of those countries returning to their homeland. 

In 1953, at request of EDAC, Treasury issued its Transaction Control Regu­
lations as a part of the U.S. effort to strengthen international controls 
of strategic commodities. These regulations prohibit, unless licensed, any 
person within the U.S. from purchasing or selling, or arranging for purchase 
or sale to Soviet-bloc countries of internationally controlled strategic 
commodities locat ed outside the U.S. The prohibition prevents domestic 
Amcric o.n corporations from engaging in such transactions throueh their 
foreign subsi di aries and affiliates. 

G. Mi scellaneous Special Acts - U.S. Shipping .Act of 1961 (40 Stat. 901); 
Narcotic Drugs Import and Export Act ( 35 Stat. 615); Marihuana Tax Act of 
1937 (68A. Stato 560); Gold Reserve Act (48 Stat. 337); Natural Gas Act 
( 52 Stat. 822) ; Tobacco Seed am Plant Exportation Act ( 54 Stat. 231) • 
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THE WHITE HOUSE 

WA $ HI NG TON 

April 13, 1964 

MEMORANDUM FOR THE PRESIDENT 

You asked me to check with the Department of Defense on the proposal 
submitted by Dr. Eli Ginzberg, through Eric Goldman, for a re­
examination of the draft. I have talked to Bob ·McNamara, who tells 
me that a major study on these points is now under way under the 
general supervision of Norman Paul, and under the immediate man­
agement of Mr. William Gorham. The study was originally expected 
to take two years, but Bob ·McNamara has insisted that it be completed 
by the spring of 1965. The terms of reference are very broad and 
inclusive, and when I read Bob the headnotes of Professor Ginzberg's 
memorandum, he told me that we could certainly expect the study to 
cover all this ground and more besides. 

I shall sugge~o Norman Paul that in the course of this study his 
group should ta e care to expose themselves to the opinions of Dr. 
Ginzberg and oth r nongovernmental experts, but with this safeguard 
I think we are in a good position to make it plain, if the is sue arise·s 
in the campaign, that we are on top of it. 

In short, there is general agreement with Professor Ginzp erg's view 
that the matter urgently needs study and that it ought to be taken out 
of the campaign. What we ought to consider in the context of the 
right opportunity is whether you should discuss the studies of the , 
Defense Department yourself. . ~ -f"'- c. c""' -£.,

1 
it r. -t-t-..,,; ~ wi ·. 

of ~l 

McG. B. 
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DRAFT 

April 14, 1964 

MEMORANDUM FOR THE PRESIDENT 

I have prepared some words for your use at the White House 

ceremonies scheduled for tomorrow to launch a fund-raising cam-

paign for moving a destroyed London church to Fulton, Missouri, 

as a memorial to Sir Winston Churchill. 

Several people, including the British Ambassador, have expressed 

reservations about the project and have suggested that we "not go too 

strong" on this occasion because (1) This is largely a local effort 

which if overplayed could work at cross-purposes with a national 

campaign for a Churchill memorial scheduled to get underway next 

November on Churchill's 90th birthday" (2) Sir Winston may look 

askance at a memorial launched while he is very much aliveo 

In addition, there is a Soviet factor here since Fulton, Missouri, 

conjures up images of the cold war. 

Therefore, in drafting~ remarks for your use, I have focussed 

largely on the living Churchill, avoiding any reference to the 

memorials and selected out of Churchill's Fulton speech a portion 

which does not have cold war trappings and is consistent with your 

own public statements on the East-West issue. 

McGB. 



April 14, 1964 

I am honored that you asked me to participate in this ceremony 

launching a project dedicated to a great national leader, a great 

world statesman and, above all, a great human being, Sir Winston 

Churchill .. 

Sir Winston ' s place in the history of freedom is assuredo 

During the war he symbolized the heroic resistance and defiance of 

free men to tyranny. And in his own lifetime he has come to embody, 

as perhaps no other living leader has , 

.J-£J... ~·kl ''-4., 

states -
r:. 

manship ~i.a.g all men's desires for peace with freedom and dignityo 

His address at Westminster College in Missouri in March of 

1946 was 4£=¥14€mg:i;::a;b:1e=eue .. It w a s not only prophetic but timeless, 

With 

the incandescent quality that is distinctly his , Sir Winston said: 

11 1£ we adhere faithfully to the Charter of the United Nations and walk 

forward in sedate and sober strength, seeking no one ' s land or 

treasure, seeking to lay no arbitrary control upon the thoughts of 

men; if all British moral and material forces and convictions are 

joined with your own in fraternal association, the highroads of the 

future will be clear, not only for us , but for all, not only for our 

time, but for a century to come., 11 
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The project to transfer from London the remains of the Church 

of Sto Mary Aldermanbury and reconstruct and rededicate it in the 

heartland of the United States is as Sir Winston Churchill himself 

said, "an imaginative concept," demonstrating in a tangible and 

unmistakable way the deep affection, esteem and respect which this 

great man has in this countryo And as the President of the United 

States and a fellow citizen of Sir Winston, I am pleased and proud 

that you who are gathered here today have had the foresight, imagina­

tion and energy to undertake this admirable and worthwhile project 

as a tribute to one of the greatest world leaders of our time. 
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THE WHITE HOUSE 

WASH I NG TON 
- -· . 1..1. 

~PP'i' April 13, 1964 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: General Billotte's Proposals 

You asked for a memorandum outlining the message which General 
Billotte delivered to you with General de Gaulle's approval. 

,. 

Billotte' s concrete proposal is that the United States and France should 
cooperate on tank production in two ways: 

1. By U.S. production on lines of two current French models, 
the AMX 13 and AMX 30, which are agreed to be excellent present-day 
tanks and which Billotte believes U.S. producers could make and sell 
for 25% less than the French. Billotte' s notion is that such U.S. -
produced tanks of French design could find large markets under U.S. 
Military Assistance programs. (On this point McNamara is doubtful.) 

2. France should join the U.S. and Germany in cooperative 
design and production of the battle tank of the next generation, now in 
the development phase. The U.S. has proposed such cooperation in 
the past, and McNamara would be glad to have it now. 

General Billotte supported his presentation, both with you and with 
Secretary McNamara, by saying that in his judgment the French 
defense authorities have been narrow-minded and uncooperative, and 
that he has General de Gaulle's personal approval for these proposals. 

The result of Secretary McNamara's conversation with Billotte is 
that Billotte is to take Secretary McNamara's expression of lively 
active interest back to General de Gaulle and come back to us with 
proposals for a next step in the discussions. 
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THE WHITE HOUSE 

WASH I NGTON 

0 60'.nFIDE~fPIAL April 9, 1964 

MEMORANDUM TO THE PRESIDENT 

SUBJECT: Mission for Secretary of State 

I talked to my brother about the specific mission which you 
have in mind for the Secretary of State, and he reports the 
following. This has been discussed in the Department, with 
Ball and Manning in favor, with the Far Eastern experts evenly 
balanced, and with the Secretary so far not deciding to do it. 

Bill himself thinks that the considerations are quite evenly 
balanced. On the one hand, we have had so much high level 
visiting at Saigon that there is always something to be said for 
not putting another top level mission in. Moreover, the 
Secretary has a very strenuous schedule already with the 
SEATO meeting and a visit to Taiwan. 

On the other hand, there is some feeling in the Department that 
our posture is too McNamara-warlike and that it would be 
helpful to the Department and to the Secretary for him to spend 
a day with the Am bass ado r and with Khahn. 

Bill agrees with me that the balance of considerations is tilted 
quite positively if the picture of this trip is that you have asked 
the Secretary to make it. We have to be careful not to undercut 
Bob in this, but I think we can manage that side with an announce -
ment something like the following for George Reedy either 
tonight or tomorrow: 

"The President had a good discussion with the Secretary 
on Thursday afternoon of the issues which will come up at the 
SEATO meeting in Manila. The President also requested 
Secretary Rusk to extend his visit to the Far East to include 
a visit to Saigon as a follow-up to the recent visit of Secretary 
McNamara. The President's de sire is to take the occasion of 
the Secretary's visit to the SEATO meeting to ensure continued 
effective consultation with General Khahn and Ambassador Lodge." 

McG. B. 
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The summary positions of the Departments concerned are: 
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