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Summary Record of National Security Council Meeting No. 527 
April 16, 1964, 12:00 noon - - U.S. Trade Relations with the USSR 

East European Communist Countries 

Secretary Hodges, as Chairman of the Export Control Review Board, 
briefly summarized the Board' s discussion and inability to reach 
agreement. He gave in detail the Commerce Department' s view. 

Secretary Freeman, speaking with emotion, said the decision on the 
beet harvesters :involved a decision as to how much we want to help 
Soviet agriculture. He argued that beet harvesters and fertilizer 
plants (see attached list). as well as any other advanced technology, 
would help the Russians deal with one of their most difficult problems, 
i.e . , how to increase their food production. 

Secretary Ball pointed out that the beet harvesters involved could be 
bought elsewhere in Europe. Soviet possession of the beet harvesters 
would be marginal because if the Soviets wanted to get the machines 
they could get them if they paid enough for them elsewhere. The 
Soviets can make effective propaganda use of our refusal to sell them 
machines which increase their food production. He a::;ked whether 
a.nyone thought we were now conducting economic warfare against the 
USSR. If we decide to do so we would lose much and gain very little . 
To adopt the policy of trying to suppress agricultural production in 
the USSR would be to follow a different course of action than we were 
now following. As regards the sale of petro- chemical plants, this is a 
different issue because such plants verge on being strategic by definition. 

Ambassador Thompson said our only hope of achieving peaceful coexist­
ence lies with the Soviet people. If they are led to believe that we are 
refusing to assist their goverrunent in increasing food production, they 
might then turn against us. ln addition, the sale of the machines to the 
Soviet Union would be a helpful move at a time when they are in deep 
trouble with the Chinese. There appears to be no way to prevent the 
Russians from getting the machines from other buyers in Europe. 

Secretary Freeman asked again whether we wanted to help the Ru.ssians 
overcome their agricultural failure . When they are in trouble, do we 
want to make them look good? 

Secretary Ball said an issue of broad policy is involved. What we can 
do in this field of trade is very small. We can get no support from our 
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allies if we try to prevent trade in peaceful goods. Mr. McGeorge 
Bundy said the question came down to one of whether we wanted to del ay 
their getting the beet harvesters for a short time, at the cost of giving 
up Soviet peaceful trade and forfeiting important political advantages . 

Secretary Hodges said he was not proposing t o engage in economic 
warfare with the USSR. He merely wanted to try to see if we could get 
some quid pro quo from the Soviets in return for selling them advanced 
agricultural machines and technological data. Could we not do some of 
the negotiating now and more later aft er the elections? 

Secretary Ball sai d that after the elections we could consider broad 
trade negotiations with the Soviets . In such negotiations the Russians 
would want to talk about credits and most- favored- nation trade treat­
ment. In such negotiation we might be able to gain such advantages 
as protection of patent rights, etc.. However, we cannot get a quid pro 
quo for a small sale. We must either sell these machines unconditionally 
or give up the idea of selling them. 

Ambassador Stevenson asked whether we could license the equipment 
rather than sell it to the Russians . Secretary Hodges said it might 
be possibl e to do this . In addition, we could ask the Soviets to give 
us a written agreement that they would not copy the machines. 

Secretary Freeman said the case was not a small one because the 
Russians wanted huge fertilizer plants involving highly advanced 
technology. If we gave them. such technology the atnount of fertilizer 
they would produce would be sufficient to make a big difference in their 
total agricultural production. 

Director McCone said that as regards the fertilizer plaros, the Russians 
could get them in Europe. In flat opposition to the statem_ent made by 
Secretary Freeman, Mr. McCone said we had no corner on technology 
covering fertilizer plants and that the difference between our plants and 
European plants, including Russian plants, was very littl e indeed. 

1n response to the President' s question. Deputy Secretary Vance said 
his view was a very simple one, i.e. , we have something unique to sell; 
therefore, let us get a quid pro quo for it. 

Secretary McNamara pointed out that if the Russians wanted to obtain 
the machines or the p l ants they could do so either by secretly b l uepr inting 
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one in the U . S . or purchasing them elsewhere. He did not think that 

we should pay a substantial price for not making the sales, especially 

if a political loss is involved. He thought that we ought to ~y to get 

a higher price for the technical data which would be involved, but that 

this would be for the sellers to try to get. 


Mr. Bundy asked whether the manufacturers or the U.S. Government 
should attempt to get a higher price for the technical data involved. 
Secretary McNamara replied that the Government should attempt tq get 
a general agreement covering all sales and that individual sellers could 
operate under this cover. 

Secretary Ball said it was up to the manufacturers to protect their 

technology. They could obtain a price for the technology by increasing 

the price of the product sold to the Soviets. He said that the U.S. 

Government should not go in to try to protect a private dealer. The 

Government is not in a position to police any such agreement in the 

USSR. We must :i:ely on the seller to include in his sales price a suffi ­

cient amount to cover the technology involved. 


Mr . Bundy pointed out that although we have tried over the years we have 
so far not yet s olved even the simple problem of protecting U.S . copy­
rights . Ambassador Stevenson pointed out that he himself had negotiated 
unsuccessfully with the Russians as the representative of the writers and 
publishers. 

Mr . McCone said the Soviet lag in agriculture is due to disorganization 
and lack of incentive. Modern machines will not solve this problem nor 
will they have a major effect on Soviet production. In response to the 
President' s question, Mr. McCone recommended that we approve only 
small transactions until a broad policy decision is reached. He recalled 
that a Congressional comni:ittee had questioned him closely on the sale 
of U . S . wheat to the USSR. He said if we sold agricultural equipment 
to the USSR and not to Cuba we would have difficulty in explaining why. 
He then read U . S. -Soviet trade figures and made the point that U. S . 
trade of approximately $44 million is a tiny part of th.e total Soviet 
trade of approximately $4 billion annually. 

Secretary Freeman said he had had the same trouble as Mr. McCone 

in explaining to a Congressional committee why we were selling wheat 

to the Communists and opposing peaceful trade with Cuba. He thought 

we should try to avoid further dis cuss ion of this matter until after 
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November. (The President intervened to add that afteT November we 
may not have to answer Congressional questioners.) 

In response to the President's request for his views, the Speaker said 
he wondered what our position would be if the situation were reversed. 
He reminded those present that he had always fought for foreign aid 
and that he always put the national interest uppermost. He then noted 
that the ability of the Soviets to carry on their economy is a part of the 
cold war. 

There followed a discussion on how long it would take the Russians 
to mass produce a U.S . machine used as a protot ype. Secretary­
Freeman said it would take two to four years. Secretary McNamara 
said it would take a very short time. 

Secretary Freeman said that iI we helped the Russians to produce 
sugar surplus to their domestic needs they would then try to affect 
the w orld sugar market. Mr. Bundy pointed out that any reduction 
in the world price of sugar would create real difficulties for Castro. 

The President asked how we answered the argument about why we 
opposed the British sale of buses to Cuba. Mr. Ball replied by say­
ing there was a great difference between sales to the USSR and sales 
to Cuba. Cuba is small . The USSR economy is huge. The sales 
we are talking about to the USSR are a tiny part of a huge market. 
If we refuse to sell the goods now under discussion, our action would 
be no more than a small mosquito bite. However, sales to Cuba might 
make the difference between whether the economy continued to operate 
or whether it broke down. Our purpose is to maintain our relations 
with the Soviet Union in the current period, avoiding minor irritations 
during a period of uncertainty in the Soviet Bloc. The sales issue is 
not important enough to risk hampering our policy of keeping our rela­
tions with the USSR steady. 

There followed a discussion as to whether we had superior technology 
which the Russians wanted. Secretary Freeman argued that we did 
and Director McCone argued that the differences were very small. 
Mr. McCone said the Russians could buy fertilizer plants equal to ours 
in the U.K. and in Italy. 

Secretary Hodges, indicating considerable irritation, said our allies 
were making monkeys of us. They are selling to the USSR and we are 
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not. If we decide to sell to the Soviet Union, we should go in whole 
hog and seek to obtain a major market. 

Mr. Bundy, noting that Secretary Dillon was not present, said he 
thought he should state the Secretary' s views, i . e . , we can probably 
keep our allies from granting credit to Cuba, but we cannot prevent 
them from selling to the USSR. 

Secretary Ball suggested that we decide to approve the specific items 
under discussion and then look toward broad trade negotiations about 
the end of this year. As to petro -chemicals, he repeated his view 
that this is a hard case and it is another problem because it affects 
the life of our oil investments . He opposed issuing licenses in this 
area. He suggested we wait until the end of the year to decide whe,ther 
we want to undertake trade negotiations with the USSR.. 

The President asked Governor Herter for his views. Mr. Herter said 
that weighing the considerations. was very difficult. He felt that the 
Soviet reaction to a denial would be greater than any gain to us . He 
pointed out that food stuffs are in a different category than other goods 
and :recalled that in 1922, when our attitude toward the USSR was very 
hostile, we shipped food to the USSR. Actions having to do with the 
production of food are very sensitive indeed. All that we would be doing 
by denying the lieens es would be slowing up food production in the USSR 
slightly. 

At'l'lbassador Stevenson said that for years he had urged an increase 
in non ...strategic trade with the USSR. The Russians will get their: 
machines from somewhere. There is no net gain in denying the licenses . 
The only result would be to heat up the cold war. Trade relations witp. 
the USSR should be reviewed after the elections. He had tried and failed 
to persuade the Russians to deal properly on the issue of copyrights . 
He suggested that we might try to license 'the equipment to the USSR in 
return for their agreement not to sell copies of the equipment outside 
the USSR. 

Acting USIA Director Wilson said that granting the licenses would pro­
duce a -favorable foreign reaction and that the refusal would give the 
Soviets an argument against us . 
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Mr . McDermott said he did not understand why the Russians would 

'Q.e upset if we refused to make a sale of such small size. He thought 

that such a sale would be very difficult to explain to the American 

people. 


The President commented on the broad implications of East-West 
trade. He said he was encouraged that the Foreign Relations Com­
mittee was studying this problem. He thought that we should try to 
get an overall position and suggested that one thing we might do is 
to list those things we want from the Russians in return for our sales, 
such as a prohibition on the sale of our machines outside the USSR. 
If we let the Russians think that we will sell them the items now under 
discussion without asking them for anything more than the sales price, 
the Russians will conclude that we would be prepared to sell them any­
th ing they wanted. He said we should not take any immediate action. 
As to how the Russians would react, he said that if we held back the 
sales or even refused to make them, he doubted the Moscow reactio n 
would be strong. We should expl ore the problem and consider it further . 
If we make this sale, w ould it lead to other sal es? One sal e will deter­
mine our general policy. We are doing everything to encourage good 
relations and ease tensions . If he had to decide now, which he did not 
think he had to, on balance, he w o uld let the Russians have the machines 
becaus e there would be no real damage to us . However, we must retain 
o ur self-respect and let the Russians know that in our dealings with 
them it is a two- way street. We give and we get. He said no one in the 
room wanted to agree to large industrial sales to the USSR certainly in 
the next six months becaus e of the difficulty of dealing domestically with 
such sales. 

Bromley Smith 
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NATIONAL SECURITY COUNCIL 

RECORD OF ACTIONS 

NSC 
Action 

2481. 	 U. S. TRADE RELATIONS WITH THE USSR AND 
EAST EUROPEAN COMMUNIST COUNTRIES 

!- Discussed the export to the USSR and East European 
Communist countries of U. S. agricultural equip­
ment and fertilizer production processes. 

b. 	 Noted the President's request that the Secretary 
of Commerce consider what trade assurances or 
undertakings we could reasonably expect to obtain 
from the USSR and the European Communist 
countries in return for licensing advanced agri ­
cultural equipment and technology. u. S. firms 
interested in exports to USSR and East European 
Communist countries are to be consulted in 
preparing this study. 

c. 	 Noted the President's acceptance of the recommend­
ation that consideration of broad trade negotiations 
with the USSR should be deferred at this time. 
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INVITATION LIST FOR THE 527th NSC MEETING _,,. 
HELD ON THURSDAY, APRIL 16, 1964, AT 12:00 NOON IN THE 

CABINET ROOM OF THE WHITE HOUSE 

The President of the United States, Presiding 

Speaker of the House of Representatives 

AGRICULTURE 

Orville Freema~ Secretary 

Dorothy J acobson, Assistant Secretary 


AID 
David E . Bell, Administrator 

CIA 
John A. McCone, Director 
Ray Cline, Deputy Director 

COMMERCE 
Luther Hodges, Secretary 
Theodore Thau, Executive Secretary, Advisory Committee 

on Export Policy 

DEFENSE 
Robert S. McNam.ara, Secretary 
Cyrus Vance, Deputy Secretary 

OEP 
Edward A. McDermott, Director 

STATE 
George Ball, Acting Secretary 
Philip H. Trezise, Deputy Assist ant Secretary, Economic Affairs 

Adlai E . Stevenson, U. S. Representative to the UN 

USIA 
Donald Wilson, Acting Director 

WHITE HOUSE 
George Reedy, Press Secretary to the President 
McGeorge Bundy, Special Assistant to the President 
Christian A. Herter, Special Representative for Trade Negotiations 
Major General Chester V. Clifton, Military Aide to the President 
Walter Jenkins, Special Assis t ant to the President 
Bill Moyers, Assistant to the President 
Jack Valenti, Special Assistant to the President 
Bromley Smith, Executive Secretary, National Security Council 



v) ' l . 
';.. " . ' 

I . .. ., 

I · I 
• I 1\ 
·'.-I " ' 
11· I ' 

~ . . 
.~Ji I 

'\ \·~: 
" 

THE WHITE HOUSE 

WASHINGTON 

April 15, 1964 

' ' l 

MEMORANDUM FOR 

·1, 

I • 

I .~ ... 
I 

The attached pages provide background information 
on the issue to be discussed by the National Security 
Council at noon on April 16• 
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SALE OF AGRICULTURAL EQUIPMENT AND 
FERTIUZER PLANTS TO THE USSR 

The Issue 

The i.ssue is whether the United States Government should require 
from the USSR a specific quid pro quo over and above the cash selling 
price in return for the approval of export licenses for Soviet purchases 
of American agricultural equipment and fertilizer production processes. 

Background 

The case which has rai sed this issue is the proposed sale of five 
Parma 6- ro'IJ beet harvesters, but there are other export license appli ­
cations pending for other agricultural equipment and for technical data 
for fertili.zer plants. The thought is that the quid pro quo issue would 
be taken up with the Soviets against the background of United States 
willingness to approve a group of such agricultural licenses . 

Departmental Positions 

Agriculture considers that advanced American agricultural equipment, 
particularly equipment which would help the Soviets meet their problem of 
harvesting mass row crops, should be sold to the USSR only, if at all, in 
return for a quid pro quo beyond the cash price. On the other hand, 
Agriculture would favor free licensing of agricultural equipment and 
technology readily available to the USSR in other Western countries. 
Commerce supports the Agriculture position, as does Defense. With 
respect to the quid pro quo to be sought, the specific suggestion put 
forward by Agriculture and Commerce has been for an agreement by the 
USSR to protect United States patents, copyrights, and the use of 
technology. 

State favors the sale of the beet harvesters and other agricultural 
equipment and processes without special conditions. 

State considers t::hat a narrowly limited negotiation with the USSR-­
agr icul tural equip~ent tor patent protection, etc.--would be impracticable_ 
The Soviets would not be willing t o have a limited discussion but would 
rather try to include a r ange of economic issues, of which U.S. export 
controls ~ould be only one. Any supstantial exchange on economic questions 
with the Soviet Union could not be kept secret. To undertake such a 
negotiation in an election year would be infeasible. 

Meanwhile 
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Meanwhile, State considers that it is in the national interest to 
license peaceful goods for sale to the Soviet Union.· We are seeking 
practical means to reduce tensions. A small expansion in peaceful 
trade wi.11 contribute to that aim. Furthermore, State believes it t o 
be in our interest that the Soviets should allocate increasing resources 
to agriculture, since such allocation in effect must be at the expense 
of military or space expenditures . 

seRV~SET 




1 

'/hf;!~~~ 

"41 ~l~ 
./.SECR E 'f 


National Security Council 
 DLrl..\S~IFfFO 5 
F. .u. tli%, :ec. 3.4 

Record of Actions \ .J:1 8?-/7o 
llr 	A&- ,\ ,\ ft\. D:ire .3-.3-.f7 

U. 	 S. TRADE RELATIONS WITH THE SOVIET B L OC: SALE OF 

AGRICULTURAL EQUIPMENT AND FERTILIZER PLANTS 


a. Discussed the sale to the Soviet bloc of American agricultural 


equipment and fertilizer production processes. 


b. Noted the President's instruction to the Secretary of Commerce 

to make a list of undertakings that we would like to get from the Soviet 

bloc in return for our licensing to them our advanced agricultural 

equipment and technology. Further , the Secretary should consult with business fir~ 

concerned to see what assistance they can give to obtaining these unde.r ­

takings. 

/ 
c. The President expressed the view that at this time and under 

I 
/ present circumstances we would preserve our self respect more 

effectively by requiring some quid pro quo before issuing further licenses 

to the bloc in this field of advanced agricultural equipment and technology. 
t-­

d . Further, the President asked the Secret ary of Commerce to report 

{,,,.V.­
to him on tangible and intangible~enefits that he thinks can result from 


having sales of S·uch equipment and technology conditioned on assurances 

and quid pro quos ,from the bloc. 

e. Noted thj President 1s view that consideration of broad trade negotia tions 

with the USSR should be deferred at this time . 

BEC!tET NSC Meeting No. 527 - April 16, 1964 
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The summary positions of the Department s involved are: 

A. Department of Commerce 

The caae of the sale to the USSn. of five beet harvester• can 
properly be reaolved only after a dete r m ination of our more 
general policy regarding ex~rts o{ agrlcultu.ral machinery, 
eqllipment, plant• and technology to the Soviet bloc. Thi• policy 
in turn depend• on our attitude toward any exports of anything 
that will contribute significantly to the econoxnic: potential of the­
bloc. 

The relevlLnt 1962 a m endment t o th e Expol'"t C ontr ol Act provide• 
for: 

11 • • • denial of any r e queat or appllcadon for authority 
to export uticle•. materials, or supplie11, including 
technical data, from the United State•, it• 'ferritorlea 
and po•ee1uione, to any nation or com bination of nation• 
threatening the naUonal security of the United S tates Uthe 
P reaid ent •hall determine that such export ma ke• a •lgnli­
lcant c-:>ntrlb11tlon to the military or economic: potential of 
1uch nation or nation• which wo~d prove detrimental to the 
national security and wellare of the United States." 

The U. s . •hould not permit the export to the US~R of a 6-row 
beet harveater u.n.letH we hav~ negotiete•l '·"-'ith t he USSR a guld 
.f!2. quo of a national lnt~rest ch aracter a ver and above the pric e 
to the exporter on this and other lteme of agricultural u1&chiner y . 

The U. s. should not export to the Soviet bloc our a dvanced agri­
c ultural machinery and our a dvanced technology and equipment 
to produce iteme such as fertUlzer11 unlea1 the Soviet bloc give• 
u1· a quid pro quo of a national lntere9t character over and above 
the price• set by the export4r1. 

B. l>eputment of / t gricultw-e 

In the present 1tate of political and ideological warfare waged by 
economic means, anything that etrengthene the economic potential 
of the opponent la unjustified unless acco1npanied by a correapond­
ing atrengthening of ou.r own position. 

SERVICE SET 
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( Whatever •trengthening of the economic potential of the Scwlet 
bloc may result from wheat imports is inore than counter• 
balanced by the strengthening position of the l1. S. that roeult• 
from increaaed foreign exchange and tho diminishing of •urplu•e•.) 

With regard to export• that can readily be purc~aeed elaewhere, 
licen•e• ehould be approved, since a denial would merely deny 
to U. s. exporters b'18ine•• that would otherwia4' go to other natioo• 
and would therefore not prevent a significant contrlb11tion to eco­
nomic potential. 

Wttb regard to export• of co1npllcated, sophi.aticated and advanced 
rnachinery, pla.ntl and technology that cannot readily be obtained 
from other eource•. and which would contribute to econo1nlc 
potential, Ucen•e• ahould be denied. (Any Uberalbatlon of ou.r 
export Ucenelng policy 1hould be accompanied by the neaotiatton 
oi an appropriate quid pro quo ln our national intereet. 

C . Department oC State 

'/Ve b•lieve that 6-row beet harvesters, a.nd aaricultural equipment 
~nerally, ehould be approved for calc to the SoYiet TJnion and to 
other countries of the European Soviet bloc. 'Ii e believe. moreover, 
t.'1at such approval abould be on the oam e basis as other peaceful 
non·•trategic exports to the Soviet bloc without attaching 1peclal 
new conditioue. 

Su::h action would acc:or1 with President Kennedy's decision in r#iay 
1963 on an a!moet identical case (forage ba.rvetters) in which the 
sarn e argument for quid pro quo conditions waa advanced. 

The attachment of quid.£!! quo condition• would be tatamount to 
denials. It seein• highly doubtful that a quid pro quo could be 
obtained from tho Soviet Union for an agreement to aell $150, 000 
worth of machinery. 

To attempt to obtain conceeaion• beyond the 1alee price would 
simply mean "no eale11 becau1e concee•ione of a national lntereet 
character cannot be extracted from the Russians on a p iec e meal 
ba•l•. If we trietl to do eo, they wru.ltl certainly aa•um• that we 
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were shifting to a much tighter policy of re•tricting non-atrateglc 
trad e, a position that would ll l!!riouBly detract froin the beneficial 
atmo•phere resulting from the wheat 1ale1. 

The State Departm ent considers that a dvantage• of a national 
lntere•t character might, h owever, properly be 1ou1ht in a 
general negotiation with the USSR on econo1nlc matter• after the 
election and after dlle. con•ultation with the CongTo••· 

Si.i;C R.S T .._ 
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THE WHITE HOUSE 

WAS HI N G TO N 

.SFCREr April~. H)64 

MEMORANDUM FOR THE PRESIDENT 

This folder deals with the tough problem 0£ decisions on export 
licensee for the Soviet Union which will come before the National 
Security Council at noon on April ·}6. 

The adininistrative 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 0£ the President has had 
authority to make clear-cut decisions. The Secretary of Commerce 
has the immediate statutory r e sponsibility, but the ins,tinct of 
Luther Hodges was often different from that of others, and it be­
came necessary 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 
issued 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 Ct:lways 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 innall number 
of controversial items between now and Nove.xnber. 
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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
randu.m, which will also indicate the procedure which you wish 
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. I do 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' • al~ (f'o.}-llJ)''V f • h • l try to negotiate po it1c ~ 1n return or stra1g t cornmerc1a 
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. 

s.ECRET 
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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 amendznent to the Export Control Act provide• 
for ; 

11 ••• 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 i£ 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 detriment al to the 
national security and welfare of the United States." 

The U . S . should not permit the export to the USSR of a 6-row 
beet harvester unless we have negotiated with the USSR a quid 
.E:2. quo of a national interes t character over and above the price 
to t he exporter on this and other items of agr icultural 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 E.!2.~ of a national interest character over and above 
the prices set by the ex.porters . 

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. 

SECIU:'H:" 
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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 technology that cannot readily be obtained 
from other sources, and which would contribute to economic 
potential, licenses should be denied. (Any liberalization of our 
export licensing policy should be accompanied by the negotiation 
of an appropriate quid pro quo in our national interest. 

C . Department 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 Kennedy1s decision in May 
1963 on an almost identical cas e (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 
si.Inply mean 11 no salerr because concessions of a national interest 
character cannot be extracted from the Russians on a piecemeal 
basis. If we t ried to do so, they wruld certainly asswne 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 
atmosphere 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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Jar.i:.cn-y 20, 1951.l' 

Secretary Freeman statec ~hat ~pproval of tho oaet harvester 
machir.ery would mean o~ening the flood ~ates for mass production f~om U. S. 
prototY?es of agriculturcl. machiner-J at <l tir.le when a key Soviet problem 
is getting the cro?S o~t of the field at t~e proper tL~c. The Soviets 
h.1ve declared economic w~ en us, c:.:.~, as ?er the CIA report, the serious 
aericultural pr-oolem is o. major r~c"C.or in the slowdcr.:n of their whole 
econo:ny. It is not in th~ U. S . i~t~rest co S?eed the recovery of the 
agricultur.11 sector of the economy -....it~ :i.dvar.cea-dcsicn aericultur~l 
machinery and contribute to their capa~ilicy to conduct mi ideol ogic.11 
wnr ~i th econo:nic ~·1:?0.pons and to St:!JflO!"t co::-:nur.i::;-; ox·icntcd ocono:nics 
i n developing n.1tions. This partic~l..'t!' b~ct h::i..-v~s~or i::; ~ar advanced 
over anything else .1v::i.:i..L:lble, Ccin; ~ble to n~c.la l, 2CO t ons of beats 
in .1 ten-hour i:;eriod com!Jarcd to .?.r. aver:i.ge .:it ti".a mo=~ of 120 tons 
currently bei ng .hru'l<.iJ.cn in Sovie:~ ar-:as ( a ~o.xi.Jl1wr. of 210 to:'ls in one 
area .o.nd a minimum of 75 tons with mo~t areas recordocl in the range of 
75 t o 120 tons ) . 

Secreta.ric:; ~odgcs :;.r.d \'.:;.:1.:e i r.dictitlld that they would approve 
of ship;>ing such r::~r.i ..as if we cou.!.d ge t somet.hin(~ bacl1: over and above 
tr.a price paid. Szcr~tary Rusk argued that the ~!~ ~ro quo lay in the 
turning of toe Soviat economy ir.to ?rociuction of consumer goods , wi:ich an 
expansion of agricultural product.ion would do . He cr~ed further t.ha t we 
were not ir. a posture of economic v~r~are with thA Soviets anci that denial 
of such eo.ui?T:".ent i~.19lied that ~·Je ··~;re. He questioned what we would do' 
about :L'::rtilizer pl3llts if we denie>! m:ch equi?ment as the oeet harv!?sters . 
Sec::-eta.."1' Frcema."i sa~r .::. distinctio:: bet•,;e~n (1) the beet harvesters which 
we::-e tecr.r.olo~ically advanced, cot:!.ci not oe procured ~'1ywi:ere else, and 
would oe used as e. µrototyye ; a:cd ( 2 ) such rr.achines ~,c./or plents as a:-e 
readily available i'ror1 otil:ll' countries in t.ha world to do precisely t':le 
sa:r.e job . For exa::-.pla, our C.enial of sc:r.e <.ypes of fertilizer pla."1~s 
would n~'t ?reve~r. t:ia Russians ~o~. c.cqu:.rir.g thc.-n. On i:.ha othar hand, 
i! they gat ce=t.a.in a.O.va..,ced- desigr: machines from whe U.S . , they m:.ght 
succeed in their Jriva to i,..-rprove agricultural proeucr.ion if they get a 
break in the weather. 

http:r::~ch:L.as
http:partict:l.nr
http:i_.ct.or
http:ce=t.a.in
http:cot:!.ci
http:hru'l<.iJ
http:aver:i.ge
http:agricultur.11
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Secreta:-:r V:>..-..cc ir:Guir eo. as r.o whet.her it Hotuci ::ot. be bet:.e:- t.o 
keep machinery a~u:.y r!-0:~1 t he SoV:.er.s if it was i.r.l!)Orta"l'~ to kc.ep ~_or:su:i:er 
pressu:-e on the ecor:cr::y. Sacr!)tary Rusk :-epliec!. r.h:::.'t. we should. be coopera ­
tive in helping the Soviets to rr.ove reso;;.rces from the rr.:LJitary -;;o t.he 
cons~~er field rath3r t han keeping pressure on the Soviets a't. all ?Oints . 
Also agri culture was not eoi::ig to oe tha stre:r.03ic area ir. any nucleu­
e:·:change nor was it an appropr i a t.e area for econor..ic warfare . Ir. addition, 
since we h:id alreo.cly clenied a pe t.rohui:l rafinery, to !'0110:·1 it with a 
denial of a beet 'r..:.rvestcr would i n !Us vie-..1 signal an econo:nic \\'3.!'.:'C>.!'e 
approach on O'l!r p~t. The U.S . wo1.?lC. also be in a position of havir.a r.o 
c!.er.y more it.ems than our Al lies do for so~e ti~e r.o come and r.here:or e 
shouldn't be in a ~osi·;;,ion of denying mora hems then W3 need t.o . 

Secr=tary l!o<lgcc a3r13~d ~n.:, tt it t-tould be dec~.Wlc r,o sh:;> the ~e 
items but only if we coalci oi>t..:ti.:l a ouic! cro r:uo !.'or ~hi::: .:mu ot~c::­
arlvar:ccd ar,ricult\l.I'tl m=.ch:i.nory . 3ec:::?i:.:.!',/ . ~ :l:::l;:cd who.:-. r:nid !') ::'"O cuo 
·,1oula be rcqucstcJ, -..o :~r.ic:. i':. \-r~ ::-c!)!.i~-i tn:..t ~!;rcCr.•C~1v3 or.coflyri{!i'\\.!;, 
?~~t.Jio:-Os, or usu o:: tc~1::0:.0 --y .;ainec :':·o::: :1:-0 ;.o:-.y:1c ::: uo-.t.!.Cl ;irov!.c!.; n ::o.:ms 
of ?rotacting a.dv.incctl ~cc~nolor..:r a~d d~T.on:::~rat~ vO tr.o co~r.try ~h~t we 
w~re in fact obt..:-..i..11j.n~~ a ou~.d ?:'O quo of r cl.:u:cd economic =-~~l t.ion::: . 
Secre:.:::-y Rusk st.J.t.::.1 tho.v insi sting on o. GUid ~ro nuo •..rould i t.:;elf s i gnal 
that we wcra thinlc:i..r._; in terms of economic°W:lrf~ :inc: th.:it ho snw no 
r 0nsons for the !ru:::sians to want to of!er a ~ pro ~ ov.:?r anci Clbova 
t he s 3les prica . In fo.ct t i1.:iy hav~ st:ited that. tr..)y ':ould not pay any-;,hing 
more t han the ~oins ~rice tor fe:::-'t.i-izer plant s and o~her i tems which they 
cen obtain r eadily in the free wor ld. 

Secret.c:.ry F.reeman a.rguec that agri culture mi~ht be a mor e 
impor tant aree. in ~·Thich to slow dowr. on our cont.ri bution to the Soviet 
economy sir.ce the~r may h.e.ve more dif~icul-c.ies there than in t.he petr oleum 
fielci . He insistad that. we carefully ex::imine the c:,uostion of wh2re we 
wished to ma.int.tin pr essu:-e and ;1here we would li!<e to r~la.x . His i nter ­
~etation of Secret.a..-y :b.lsl< ' s view wc;s that. it. wc:.s 11 good11 to assist t.he 
Soviets in devolopir:~ ~riculture wher eas, it. was not >;ood t.o assi st them 
in ar. area such es petroleu::: . Secretary :tus:< :-eplied th.at. we sho\!lci 
certa!.r.ly not. aid t he Soviets in any s.rea, such as would be the resul~ of 
15 years c:-edi't. as !):-oposed by :Ohe C.:<., out. 'l:e sho~ no~ shy a·~ay :':-on 
nor.r.al t :-ade . ~c st:-.::sscd vha-. t.he !.ssue b~:ore the EC?.E u.:?.s essenr.:.ally 
that. of ecor.o!:lic lTC!'.:'a:-e and how best. it ttight ':>a waged, t.o -..ihic r. Secrecary 
Freeman agr eed. SecratarJ Rusk then pointed out tr.a t. ~·Te haC. sol.ct h:fb:'id 

8RVJCESt1 
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seeds ;mi ot.her items~ wl':ich wo-...:.l:i a ssist in t.he a.~icul~'J:al field. , 
to ;i:U.ch Secretary T'r0ena~1 replied t.nav even so ther·3 ~·1as a need fo-:­
rnechan"...;:.ed eq-..i.i;>m".l:iv ~-1i~ich w:mld as:;ist t.hem in gettir.c:; tri.e crops 
harvestcc at ~ha ri3ht ti..ile so l;~at t':'le:r would not :-ot in· -vhe fields. 

Secr~tary ~odges s t re3sea t~e desi=ability of insisti~g o~ a 
noo-reproci~c~ion covanant fron the Soviats in tha pu:-ch~3e of ad.v•;r.ced 
eq~ipn~~t and an agraa~ent covering patent and other riehts . Secre~ary 
: .u s'.< assert;ed th.:. t U.s. e:cporte!"s ::a.ci in tha pc.st insiGteci. upon that 
themselves, out Sccrstary Hod6es urged tha~ the Govern.~ent itself insist 
o~ such arra~gem.=nts. 

Secrai:.a!""J ~sk agai;i s tressed tha.t our pol.icy was not econ::>::rl.c 
warfo:re but rathi.?r should oa cco::c::1:.c comp~tition , w\ri.cn we faced f:-o;n 
all coun t rie3. Sccr'.~t c:i.ry Fr0c::nu:i '\ :i.dicatcd there was a diffe:-.enc::: ~"hen 

the economic competition S•?.C!cs to disrupt rather th..::.n to excel, if the 
tim is politi cal dcstruc·~ion r::i ti'lcl' th~ monetar y ~.1:i.n. 

Secrctc.•y V.:mce r eturnee to the discussion o.f the diversion of 
ro?sources and as!\:od Nil.~tner titc; tc ;I !pr!.:- trr.ent 's ?OSition wns that.. resources 
put into aGricult:.ur0 •·1onld cut \.n~ vol'..lr.111 of rc3ources dedicated to the 
military. $ecrl!t~•Y Hus!: said th :.;:. tr.o r.iain objective Wi.lS to dav-3lop a 
~:take on the pa1·b of the Sov.i~t.:::; ~. 1: ::;oori :-elat.ions with us, whi~h could 
oe based on an i mprovei:i:mt in r.hci;· st::i~d nrci of livinfj and whii::h in turn 
would nec.:ssitatc ·~i:c op~ning oi' r.radc ::-~lations <ind a cont.inued high 
level of trade 1·d.tn :.ne West. I n t.his way the Soviets would have a stake 
in mai~tc;.ining pe~ce . 

The Board reached a consensus ttat thes~ :·i.;re issues on which ' 
the President shoulci focus on since he had not previously discussed this 
range o~ probhms and policies w"i"h tha Cabinet, c:nd it agreed therefore 
to present them to the President after members return i'.ro:..n Japan. 

Tn·~ posi'd~ns which would be taken before the President by the 
four Cabinet me.'nbers we.re: 

Secretary Rusk for ap9roval of the shipr.13nt on gene::-al policy 
g:-ounds . 3ecretery .F:'eema."l aga:.ns~ th:i export unless a quid !)ro q_uo is 
obtair.eri over a:id above selJing price which correspondinW-contributes 
to the s~rength of the U.S. Se~reta..."'ies nociges ~nd Vance !or approval 
deper.cient 
selling :;i

on ootainins an 
rice . 

appropriate quid pro quo 
- ­ - ­ - ­

over and above 
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Date Received 

8/ 20/ 63 

•. 

8/6/63 

6/20/63 

12/J0/63 

ll/15/6J 

1/6/64 

1/8/64 

2/S/64 

Case No. 

879434 

605684 

879435 

929214 ) 
through ) 
929217; )
929696 ) 
through ) 
929703 ) 

808134 

931434 

932755 

866543 

List of Pending Bloc Applications Relating 

to 


fertilizer Plants and AgricultnraJ. Equipment 


Co1111tod.1!;z Quanti~ Country Value 

Tractor-driven 
beet harvesters 

5 USSR $150,762.00 

Dry bean harvester l USSR S,405.25 

Dry bean harvester s USSR 19,730.00 

Equipment tor an 
alfalta dehydra­
tion plant, and 
rorage harvesters 

Rwnarda 330,000.00 

Field watering 1 Czechoslovakia 6,1.50.00 
machine 

Tech. data !or a USSR Unknovn 
complete fertilizer 
plant 

Tech. data for a ~R Unknown 
phosphoric acid 
plant 

Quotation tech. data USSR Unknown 
!or a compoWld fer­
tilizer plant (time 
extension ot an 
existing license) 

GaOUP 4 
Downgraded at 3 year 
ini~rvals ; deol naaifi ed 

DECLASSIFIED a:fter 1 2 year s 

Autho1; ey E.O. l lCHi?. SEC. 5 (A)' aTI·o '(D)l 

Dy~ NP.&S, Date 6- }Lf- ,f; ­

I )\ 

-
~ 

•c 
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~ List of Pending Bloc Applications Relating 


l 
 (/) 
 to 

~ Fertilizer Plants and Agricultural Equip111ent 


Date Received Case No. 	 Oomodi!f Quanti~ Count!Z Value -j 2/10/64 . 946990 Tech. data for Rumania Unknown 

urea section ot 


f 
a. .fertilizer
1 
plantI 	 ~ 2/10/64 946989* 	 Tech. data for USSR Unknown' 	 t ·, 

I 
phosphoric acid 
and triple super-
phosphate f erti ­
llzer plant 

2/24/64 95194S* 	 Tech. data for Unknown 

l 
contact sul.turic 
acid plant . ­

- ' 
2/24/64 952994* Tech. data for USSR Unknown 

I two 8Dlllonium sulfate 
draft tube baffle 
crystal1izers 

2/7/64 946o99* 	 Tech. data for Poland UnknownI 	 0complete f ert111zer
' 	 complex, including {·=-·' 

acetylene, ammonia, -lili 
nitric acid, ammonium 
nitrate, and ureaJ plantsj 

2/19/64 9S079l* 	 Tech. data tor USSR u~ 

tv• phosphoric acid 

evaporators comp~te 


vi.th fiu.orl.ne 


http:fiu.orl.ne


I 

Date Received 

2/19/64 

2/27/64 

1/30/64 

3/12/64 

3/9/64 

' f f 

l
• 

4Not yet 

'.• .,.~-~,. 
~ •• J__ ..... j-... .. .. . . .. · 1 .,­

:J~' .0 • • t .---,. ' ,• !I 

List ot Pending Bloc App11cations Relating 
to 

FertUizer Plants and Agricultural. Equipment 

Case No. 	 Commodity Quantity Country 

C!._• 


Value-
Unknown 

-) 
( a;::­

Unknown 

Unlmown 

Unknown 

Unknown 

Tech. data for 
one phosphoric 
acid evaporator 
camp1ete with fluo­
rine recovery 
system 

i'ech. data for a 
synthesis gas 
section of an 
1U11Donia plant 

942657• 	 Tech. data for an 
Electrostatic 
Desulturization 
Plant 

Tech. data for an 
ammonia plant 

Teoh. data for a 
eteam re.forming 
catalyst for a 
synthesis gas plant 
in production of 
anmonia. (Amendment 
request changing data 

discussed 1n 0 .c• 

for increased production) 

Bulgaria 

Poland 

Hungary 

USSR 

Hungary 

Prepared 1n the Soviet Bloc Controls Section, Poliey Planning Division, OEC/BIC 
March 18 , 1964 f~t :rd r· t' ..• •, · J , ·!; 'di 

\Ju•·~ i ~1 ~ j ,;1 oc ::.~ 
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Q..O.P y 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 r esponse to my request of the 16th of May. 
In general, I approve these recommendations, but in giving this approval 

~\ I should like to have it understood that lam strongly in favor of pressin_g 
forv<rard more energetically than this report and its recommendations imply, 
in our trade with the Soviet and Eastern Bloc. The course of events of the 
l ast two months, including particularly the test ban agreement and the 
evidence of greater trade by our allies with the Soviet and EasternBloc, 
persuade me that we must not be left behind. I believe also that one person 
within the Government should have central responsibility fo r 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 c omments follow. 

2. I agree that the Board should, through the appropriate agencies, go 
forward with the studies suggested in the first, fourth, fifth and sixth recom­
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 recomme ndations , 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. 

Isl John F. Kennedy 

· SEC~E'f'-
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ME: MORA"10VM FOR The P~st~t-- - ..- .c----­

Attache.d for you.'t' COY\<;\dera fioh. a.re acl:ie~ 'Vh1~c.h we r-ecommerid 
.for you<" app('O;Val '"'"d.~f\-S ·I» ~"'expotJ.<; fo~ot oue""t.-ra?fe t.v{UJ th.e 
Sov •et 81 oc;. So me of- tile i::-~~m-.rne~a.tio~• tnV'o \ v~ f.u..rthe I"" 
resq~n:,h a~ 31'tiilpn's Oil the pav-t- oe OU.C' Cep4'~e:~; O/le. ~allQ 
ford 1'5ct.c.S"J 1 Ol"lS w ith Ot.1.C"" ft-11ie,s to ::ittc.m1pfd.0> ho-kl. (hem ~ f1 ll:~ 

Recomme~·oin No. 6 {nvoives. tC~S \..Q en~-e.~~.,.U:i<oi:i.a.td, 
-t~er.efur-e,. QIV\ Qppi-Oil:C"i tc C.o~re.~~ r-•~~ to hc;ide dlsct'"imin~lion 
~~rd. the P.ltoc, '5-tG'>t Favore.::! NaHon Tr:-~inie.nt aa:f ~pea.! of-the_ 
TohnSollO Ad:... 

(:.• i..:~ :r· rl) l.uth.: r 11. H ·"><i~ "- ~ 

Luther H .. Hod'!~n, <Cha[~ 

1-· 1 ~ ;;._·d) !).· :tn .;;,.,,t, 
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~::;;>ort Control :Revie'W l3oard C".-iai~ J. 
r 
i•E::i.st- West Trade 
! . 
/:;-

Ycur memorandum of May l6tn directed us to 'exa'mi.ne tvo ques·.;io:is. 
i 
" 

I 

.:::-;.::.:;::.::..;:to U.S. trade 'With the USSR: 


"l. · Do 'We no'W deal with the Soviet Union on the 


"' eA'J>Ol°'t of technical..ly-advnnced machinery and equip­

ment in a. manner l-Thich adeq_-.;.ately p:-otects U. s . . · 
 ' . 
illtcr~cts1 Where a 'nut1onal ~ecurity issue 

0

1s prezented, 


we of course deny an export license. There a.re, ho'Wever, 


· lUUlY cases in which no clear secu:ity 1ssu.e a.rises and 

. . 

yet we know that the Soviets a.re usiilg American machinery · ' 


s.:id equip:nent as a basis 'Ior copying our technology. 


-we beiDg adequately compensated in these salE:s ? 


"Is there any method ot organizi ng these transactions 

• vhich vould secure a better ouid pro ouo than the present 

~ethod of leaving it to the individual seller to secure .. 
th~ best price he can in the transaction, in the light 

ot the tact tbe Soviet Union does not ordinarily respec~ 

tee patent and copyright arrsngc;ments on which we re~ in 

our co:mnerc1al transactions v1th other nations? 
\ \ 

, 

i .··t:• 1 

~.. 
GRCu;> I 

:···
( 

Excluded f'rom auto:natic dowgre.ding !: ; 
and declass1~1ca.t1on , . • ~~~-~ . 

• ; . . i J .. :, 
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"2. Should ve raco:isiC.e:- ~:-:e "':iole ot ou:- t:-ade 

vit~ t=e SoViet U:don in ~e li~t of trade betveen 

Wectern ~ope and t~e Soviet U~ion a.~d its EuropeBO 

s::i..tellites? Considering t~e ch~::i..cter and volUI:le of 

th::i..t trade, vould a eeneral.ly less ::-estrictive policy 

be :ore in keeping vith tee inter ests ot the United 

. Stetes? Hov much possibility is there for a sig­
' 

n1fico.nt broadening of t:-c.ci.e ' tha~ is consistent with 

O\:.:' cecurity interes~s? Weald this possibility be 

such :is to justify a gei:eral. negotiation on trade 

c..:!d co::r:ierc1al. i::ia~ers .,1th tbe Soviet Union?" 

O:l tbe basis of the analysis attaci:led, ve make the f'ollovi::.G 

=eco--ende.tions. It should be particularly noted that the ~ecommend~tions 

beo.:-~~5 on ?Cssible policy cha:iges vith respect to U. s.-Soviet trai! 

scc~d be negotiated ~d undertaken only in the .conte~ ot i:n easinz of 

E~st-West tensions over. a broad front. 

l. Given the fact that it is still unclear vhether the u..3. 

Gove:-...::ent couJ.d organize arraDgements vhich vould permit us hisher 

cc=~ncation for technology sold to natio~s under Co:n:lunist control ~1thout. ' 

tc-..u-ri::1.5 areater costs than advantages ~om the effort, a study should be 

r.~c to proVide D.c.equa.te info~~ion and ena.lysis, especially in the 

' \ 

The ~il.ity to obtain precis~ 1G.c~t1tication ot a.C.vanced 
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'Z:c teas1bil1ty s.Dd effec'tive=ess o! ;;;li.l::.te:~ controls eve:-	 .., 
Fccsibility o~ obtnini.~0 sufticien-c izforlil3.t1on on the 	 . 

• I . .
and Z'J.ro~ean 1ndus~TI/ on specific tec~~~ques, 

I I 

s~=cc tbe r elevant co~parison ot tech:loloeies, given a ciitference 1= r 


't:.-c::.~c:i.t -.;r.dc:- control by the U.S. e.:iC. its Western Allies, is not te't'l.leen 
r 

t 
I't:;.c v.S. tlllC. ~ussia but betveen the U.S . e.::id. tl::e Al.lies -which arc ~.k.1.:lg 	
! 

r't~~oloa;y 'tO non-Co:i:aun1st countries to prevent frustration of U.S. I. 
j • 

cc='t:ols o.cd feasibility and desircl:>ility of restricting "tbe sale c.1' 	
: 
i 

" 
I .cc=~ties :iade -with sucil technology, for the. same reason. 	 :· , 
f·Determi:liog pricing and o\!id 'Oro ouo arrangements l-l~ich ~:ould 	 . 
I 
1·' 1~ss-.:.:.~e a.deq~te commercial and ne.tio~ returns from per.Ussible ti·~~ I•i 

'Wi't::. "t~e bloc . 	 v 
.I'.. 

Pro~osed Action: The Export Co~trol RevieY Boa.rd should, 2-S 	 r., 
f 

a matter of urgency, analyze the possibilities anC.. 	 I 

l· 
proble.ms i~eren't in an effort to organize -che sale of 	 i: 

I: 
tech:lology to ·~atio::is under Co:::nU:U.st cont:-ol ~d t~e I 
policy recoc::::e:leci.t:.ons~ ·'lllis study should develop 

c.lea: criteria ~o-: 11aC.e~u~te co::pensation11 i:l tlie :~!.eld 

, ' · 

,.. 

I 

l' 
j' 

,.. ' . 
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:fields; weis}l t~e likelibood of cooperation fro::. ot::;?:::' 

natio::ls; alld assess tee poli~ico.l a:id econo:iic bei:ci'it!; 

and costs o~ such a proL;ra~, both ~itbin the United 3tates 

n=.d in our :relations ~1ith ot:Oer nations . 

2. Given a continus.tion of politicc.l and other tensio~s be~ween 

~~~ u.S. and ~he USSR si.milar to those whicb hav~ eXisted in 'the rece~t 

~i~~ ~=c USS~ -- either over goods or t~chnical data. Some ratio::lali~atio~ 

c;? co::t:-ol!; bel;...,een the Depar.tl:len't of Co:::mie:-ce and the Treas.ur.r 1n the field 

or.~ ~ecr..:::ology is in order. .And we should avoid licensing decisions incon­

· iis~~~~ wit~ the present negotiating situation. There is, however, l~ttle 

to b~ z~i~ed f~o~ a serious .extension of the controls or a serious 

~clo.:<~~ion of the~ on a unil.ateral basis. · · 

P::-o~osed Action: The Department of Co:imerce should keep 

existing procedures under review through·'the ACEP 

::;tructu::-a to·i:ake su=e tl:at ~dividual licensint; 

decisions are not r.ade ~ a It.a:l?ler so as to weaken 

\ a. 1\lture ::iegotiating :posture for the U.S. and so as 

~o ref'lect the prevail.ing state of r elations ~ith 

t=.e USSR. 
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~ i:I;:;edia.te r.aspc::se .:.nd ....~e;i 'the poli-.;ical ci:-cu.-.:s·.::::.:lces 

..::·;-;~::-;; licc:::.:;i:i3 .:=d othe:- legislatio:.i to =~:;por.d ef!'ect1vely to ovc:-·:-.:.rcs 

I,.. 

I 

:.::-.(; :;:os.sibility o~ bila'teral. asx-eer:.ents . I:i this oon-.:ext, -we shouJ.C. .;eek 	
1••

'· •I• 
t , 
I• 

.. 
.... _,..,~....; ,._
"""""'--v-> etc., vi~hout the need fo= lezislat~c:.i. 


P:-o~osed Action: In the lisht o~ the r~pidly c~s.ngi::g co~~itions 


. i.!l Eo.stern Europe, E:.q>o~ Co:::.'trol Review Boa..""d should yrcps.re 

,:.iit!clincz for a le!;s Nst:-ictiv~, step-by- step ex~~:.::l3io:::. 

!n trc.de 'With i:lCividual na-:io:.is of Eastern ~ope, ""1i tjlln • 
..:i 
::the presen~ lee;al struct;u:-e. 
, .'·' 
~iApproved I 1 

---------------------------- ,. •.· 

Disapproved 	
' I 

u---------------------------	 . ,. 
·4. If a significant movemen-c to-ward a. rale.xation of tensic:~s -w1th !,,

'.
r'i-.;::.:: G.SS~ sets UI:.der way, the U.s. should be -willing to talte e.l.l nece::;sary 	 I'

!': 
s-w.:?:;.s to re~ove obstacles ·to trade, except trade in items of direct :l'::rategic 	

I: 
i'! 

~ .! 

'·''":po:r--:~ce (COCO:.f items), if .such ac~io::i would ·gSin equally construc·tive 	 ;f.!... r 

=~vzs o::i t!le par: of the USSR. We s~o-..lld be prepared· tq treat our t :r:::.d.e 	 I ' 

!":· I 
cc::-w::ol po.Ucy as a useful aod. uniqt!ely app:-opriate negotiating inst~.:.=ent 	 I 

; I 

i=. c!iscu.ssic::is vh::i the USSR direc-w~d toward resolvin(J outs'tanci.1ng i:i.>ues . 	 :.~ 
I!:·,~·Ie ·z~culd. view 'the present unil.aterel policy as amendable in ci:-cu.":l.S·;.l!lces \ ' . 

-::::::.-c -p:rc:llse ~ b:-eak in the cold var s-wale.>:la'Ce, to be subst1t'l:.ted ~v:-: by a 

I 
a • •• 

;: 
i: 

.. ----------·---·-·-···-· .. ·--- -·- ,--·-·- ···-· ··· ··-·-····-··· --·--·- .. ..... ···-- ·- ......~ ..
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t he coverase of such ::.!l ac:-cc=ent. It should also c:q,lo:re 

~:nat is necessa.7 for p~otec'r.ic:: of 1ndust:::-i.tl prope::ty ~d 

copyrights, and shccl~ consider whether a.~y other ~e~~s to 

secure better ret~s for t~e s:::.le of tecilnology ere feazible. 

A~:p~oved " ~~~~~~~~~~~~~~~~~ 

5. Ir. viciJ of the . :possibili:'~Y t~~t the :protection of the :r:ationa.l 

~~-:~=~~~ i~ E~st-West trade may requi~e a s~ronger institutional b~s~ t han 

-:.::~...: ::.:::w a.vtils.ble, and that gove:r::::l'.mt purchasing may be necessB.r'J t o keep 

~ bc'r.~er bal~~ce in the accounts iJith bloc countries, consideration should 

:~ give~ to t~a Cesi rability of establishing a form of U. S. Co~erci~i 

Cc:::tc~~"ion, i:lcl\!d.ins its advant~es in the event of need to exerci$e 

:?rc-:;cseci Action: ~e EJ.::por-c Control ::tevieiJ Board shocld p·omptly 

study- ~hether U.S . national interests in a period of 

expa.nded East-Wes" t~ade could be adequately protected by 

either a step-by-s~e:p or bilateral agreements epproac:h and 

wr.ether it is necessarJ also to constitute a U.S. Cc::mercia.l 

Corporation. 
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,.::v::..:.~:.c~ t~::..t -.::-:c USSR 'Was in procass cf sicr;:ifice.nt moveoent tomi.1·.i I • 

l 

. 
::;::c·.riC..:: tr.e ?.·~::;idc:it 'With ill the :..tn:.=.ist:-o.tiv.? authority he neeC.s ~.o us.? 

Co~essio~~ co~side::at1o~ of -:he Ac~. 

7. ~,'fe sr.ould ?:alee advance p::eparo.t~ons for :?. di'scussion -wi1:h our 

).2.1~~= cf the i~plic~tions tha~ a chan3e in U.S. policy would have o~ the 

~~~::.:~ter~ system of controls and the possible need we rIJtJ.Y face to uociity 

::.t£ cve:~ly d.:!.zc:-iti::.'.l:tol"'/ for::i without drnge to our ability to m<>~ .,-.;ain 
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i·:.:i:.~ett~ctio~1 of no;i-patented technology i s uncertain si nce the 

;> .~SS?. is ~ot a parti cipant i n any of the multilater al agreements 
I.. recv~r:-.i::3 treatJ:ent of either ir.du.st.ri<ll property (patents, 
I. 

i~~l:St.r~~l designs, trade~arks, et.c . ) or copyrights . 
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•~.c::-a ~c.sily t~a.n suc:i sales ra:.y :::! cont::-olled by the· US or by. . 

(c) -~-I: .;..t~=pt bJ the US t.o get a so;;.awhat higher price 

=o._- its ~:;.cb:ology, or key cor.ipone-:1.ts of its r.iachin~ry exports 
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. rd::: s s ?::-o'.Jl~r::s oi': 

C.o:·.:.::stic ~ec:-.:.ology; 

(i ) gove~n:.-..er.t !mewledga and con·t!Cl over 

(ii) goverrur.ent co:itrol over' sales by 
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But efforts to con~:-ol the sale of uS 
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The 
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........- Ccng;r:.::ss tha.t we ara ;,,~ing substantially cheated 
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::-~,1 'y s\:ppor~ed by 11cost-beneiitH analy~i!:. For ex~~ple, thera 

c.::::: ~z bsr.e.fit in selling t.·!estern tec~nology ~"'l 'that it locks 

-~::.: ·_,1oc, .:i.s in the autor.totive fiald, into obsolescent design 
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.i~C. r~duced volu.~~ v! r~sdurccs :.vail~ble 
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i· 
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:'.:.:~::.:-.,c·.:. ':.:.r.ofit:. to the US c~ ~:ccpi-::3 t:ie volu."':lo o! t:::.ca so 

Sovio"; .lco::o::i:i.es. 'l':-i<i.t the co:it::-ol po:icy wo.s izoro e.fi'ectivo :~'l. 

I 
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I 

:.cr.ic\".:.::ic:::.s i:i key areas. ~'°" ~:.s been i::cre:::.sir.gly -possible .,I 
; 

!'.:>::- t~o :-loc to ·shift resources c::::d :-~-orce:- priorities to of!':;.~t 

·'I .. 
' 

-:.;:.; Soviet U':'lion to s hiit ::-.s sources to tb.~i.r ~esign .and ::-..'.l:iu­

:':..:-:.urJ oz.::-lier t':l:in they would ot."1ei"'ld.se have chosen to do. 


W~ !-.z.va lud ir.suf!icient. info:..i?lation on tho activities in 


b~cc :.::~.ic'!i. i·:oulci help ass~ss the oi'fects of export cont::-ols 
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~ot on t::.c COQQ;·! list. Nor is any di::;7.inctio:i x::acie by -.~~::-. u. 

~t ~ust 03 ~ecognized that espou::;ed public policy and act:i.:il ~usi~css 

p:-:?.ctic::.i .;;:a oi'te':'l. distinct: that is, Bu:-opean co::-.panies ar~ ~::..-y. 

o~ let~ir.J co~petitors in any country have access to their la~~st 

C.~velop:.:~:'lts . ) 'l'hus, prassu:-a mounts on ou:- ow control systc:t 

~~-o~h tr.c fact that identic~l it.o~= or near~substitutes ar~ 

avs.il~ble i'=o::i. Weste:-:i Europa and Jap::.n . 

(C.) In s.::n, it lnust re ciC..'7.itted th:?.t tha ·economic efi'ec·;. en 

bloc of the US control sy:.>te.';l is z .:-gir.al; that the signi:fi.cance 

o::- e;.c.::.c-t. a.-::ou.-.t of it cannot 'oa known; and that the. effect ha:> been 

C..:;cli~::g . Equa:q.y, e. lar~o ir.c.::-easc in the volu."?1.e of US t:-a.fo is 

'1"'1H:ely with the removaJ. of controls,, but their maintena:-:.ce ~):.aces 

U'S ~dustzy at a disadvantaga i::i meetir.g loDger run co:npetiti·~n 

in bl oc cou~tries, if and when trade volwc.es do increase sign:u:icantly 

\..'ith t'r.e West . There is no way now of telling how large the t·ade 

::light ever.tually become, even within this. decade, but it seems 

u."'lli..~aly that US e:;;.."Ports to the bloc . \·Tould rise a.-mually to m·::>:.~e 

~har. $300 z::il.lion (though orders might b3 placed for la:-ger s~Js 

on a S?c:-2.dic basis) withi.'l tr.s next fo"'.H years in the absence of 

co~t:-ols other than under COCOM. ' \ 

(a) If tha United St~tes wero t o rel ax its cont..""'Ols in 

~ccord o:-•y with. the COCOM list, sicie- ef.f'ec.ts would probably occur: 
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~=-.:.C.e '.·:i.vr. the bloc. Wb.ile r.o:-..3 o: those eler.ants should be 

cc~:::.-.:.:-.:.~: :...~ tr.o decisio~ ~o C.c-cont:"'Ol U."lder appropriate 

~olitictl cor;c!i.tio:ls~ the i"i:'~ t;r.ci thi::-d should be assessed 

(f) In ClCditio;i, so::c i.-::p:-0•113.-:en" :..n tr.a econc::ic postU!".;: 

'.:~~d cccc: :::-c:'.l a systcr: CJf ~il<:.-;c::-tl v::-.:.co pact:. uit:t the USS.i 

___..... fi:st, tr.ey would 

.:.cc~o::-..ic i~volver:ent a.-ici C.ep~ cence o-:1 the West !or those coun~::-ies 

.;.:.;:".io~ting :i desire to strengtte::- thair independence; seco:-.d, tb~y 

i:~:.Ud provide us \."ith a .flow of t:-:ide to diminish, in response to 

~..cstile ~olitical behavior. At tha mor:cnt, our stance does not 

provi~ <:...~ ei.i'ective 11cci:rrot11 aid our 11stick11--whatever its siz,; 

~ay h~vc ~cen in the past--is shrinking. 

3. D:l con~::-~st to ~~e lack o: evidence es' -:0 econo::U.c e:!e~~s 
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S~~Ce ~he poli~ical ar.e psyc~ological Sig:liiicance Of t~a 

co~"=~l .!:i'fs~er... is attes~ed by ":.c Soviet dosirc to ~~va tr.e::i 

~; 
I 

'I . • 

•• 
j• 

:-:::·.:::.voe, it ;>::-cvidss us tee oppo:-tuni-.,y to o1:lt~i:-i f:"Or: the bloc 

::o:-.D cc::::":-uc:~iv-3 change tha~ will en.::.blo us to oxplai':l ~r.e 

i,. 
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:· 
t\..! . 
!:. 
:· .(b) Thus, i..~ a situatio:l o.i' cha~~ed political atmosphere, ., ' · 
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1··i;,. ~:o cot:.J.C. r:o·Je .i'ro:n. a less efi'ectivz to a mora effective E:i.st-Wezt .I '
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-.,::-:.de policy; a~d fro;';!, all si~s t:ie USS?. would be willi:.g to ? -:..y ' r:· r·. 

T~~ continued inte:'ast a.~d p:-essu~e 
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;:.:n:ld ':.3 .:.':.lo to e:-:iplcy on ~ co~:t.inui'i'!3 b.:i.sis the potentiilit!.e ~ 

~~3 !'lClnC., ~.c;,re woc..ld :teed to o3 co':'.'.c:-ate cviC.ar.ce of Soviet int.e:-e~~ 

~.;;':'.'.arilly i..-:?:-oved ralations •,;it~ -c.he US end of Soviet willingr.0$:; 

tc t~ke , o~ ~~e basis of ~~t.ual cor.cess!.ons, tr.e s?eciric steps nsc~~sa.."Y 

to e~~~ct t~is i~provement.. On t~e other hand, the situation shoule be 

s;;.c!:. ::.s to !.:-:.Cic.:ite that discussio:l. of tho tl"<:.de issue would be a lo.'!ical 
... 
..:.~::. !':-U:.tfc..l, parhaps necessary, rzea."ls of adding signi!icant moz:ient\.'...~ 

to i'or:.:u:! ::over:ient that had be:-:. zotten U."leer way; 

5. In aC.dition to a ge~e::-~l itlp:-ove:ie:it i.n the polit!.cal 

~::-~~o co~t=~ls, a ralax.at.ion of rastrictior.s the Soviet Union itsol:t 

--------C"­-·-··"'--w o•re:- the mov£me:it of ~oods~ persons and ideas. We wo:.ll.C. t..ave, 
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6. 

c: 	-:t.::. s~ci:.l 0.sc::-i.:ninatory ele.':le':'lts i":'l o~· co':lt::::-ol syste::i. Apart ::ro:n. 

~ .... _., ~o~d eventually be pacessa.r"/ tv 

•. - ...·-.:. --. - " ::-cs t::::-ictions on co:nr:ierci~ c::::-~ciits, -to grant ir.ost- .favoreci-·.u tio':lw --' -•-W\.;;; 

to r e:iov13 restric~ions on the ·importation of certe.:L:1 

He •·:ould, of course, ret~n t he r.:eos to cecy, as :L:; 

ite::.s of di=ect r:U.litary sig':lificar.ce or 
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' (.:. ) .l.!1 the step- by- step app.:-oac~, tha U':'li.teC. States woul.: :· 
~:~e~ -:.0 t~e separate satellite cou.~tries, as political.circu.~-

'· ,, llst11 , sue~ as has been oi'fer.::C. in tha past by the Ru."Da.llians . 
.. 
I~ 
I 

'l':-..::..s ":.:.:il.C. be at't.::-active to the bl?c countzy ,because we could '· i! 


~::-ovic.:: c~:::-tai~t.y, and guarantee a raore relmced 'set of c:-iteri.:. 


i':l per...itti~g shi :P:tents than in the past. · 0!'.l their part, the 

,. 
Ibloc cc~"'lt:-y would be requ.est.ed to est.:.blish or provide !or a::r.,; i . 

I 

cne or cc:.;bi7'.ation o~ t':'ie desired policies r:ent.ioned i~ ~'5 .:.bo·..-e . 
I ' 

~~sti~~~~ by representations oy ~ha Secretary of Cor...~~ ::-ce to ~loc 
I 
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:.::::c-:- i~ u..~c::.ow-:i to the bloc po.rtna-:- ~nd there m:iy be g-:-cnt 
J 

(l) wh3't.hcr we will stick by our 

~:.r,::;ii:: '£::.:: ve-:y long; (2) whette:- othc:- coun'tries wil.l obw.i:l 

ite..is 1~ !!5 i.'O:!lci. .;:vc:- ba o!fe-:-3ci. 

i-:.::.-cs in T.r~cie with Western ;:u.:-ope weake':ls our ability to insis·.; 

o~ so~e~~i~g beyond corr.:r.ercial :-eturns !or rel<l.Xed criteria i~ 

liccnsi':".g of speci.f'ic itez:is . 

(b) The other approach i s ttirough a .full- scale negotiation 

G~ ~ b~:!..::l~oral trade agret?men~, such ~s has been negotiated by 

-:.::e W~s~o:.-'!l Europa~n countries. This is an ll":lbrella a.."Tange:nen··~ 

::::~ch s-;.:..11 -p:-ovicies ::o-:- su·:;s-;.an~ial petter to co:ltrol but also 

J.::.i:,=.z ~ho points to be inclt!6~d in ~ bil.i~ra.l ag:-\lc::.e~t . 

:;ocld ·-............. 
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th.:~ ?::cvicleC. ir.. t!le quota a'::..:. th~::: 11 u.'ib:llanco 11 the t::~C.e; 

o:: !;i:Oi.!.°!d tho Soviets ta!<:e z.~ unb.:W..:i:'locd pack.:ige of gooC.s 	 ..:• 
,.I 

c~ .~ -, i! they were tald.n~ o:-.ly tto pl.:.nts ~c. indust::1:tl 

' cq~;::-..'.:r.t pa:-:Utted a~d. ~c-. :.C.ec;u:.-:.ely cxpodir.g their 

t:-:Zo :_~ co::s:.:...-.er goocs o:: :.:I:-icult:.::al o:- otr.er ite.::is as 
\ • 

(.3) A list of goocis we w:.ll ba wi.llir.g to pu:-cbse 

oi -:.oc::::ological advances ::l<ld3 by bloc countries ar:d 
I 

e~oc:-ally the export ·of golc, ei'tter as a corompdity or 	 ~. 

I 

! ;a ~a~~.s of balancing the accc~r..ts . 
1· ,I.(4) A settlement of l end l ease and otr~r outstandi:;g 	 .... ,.. 

' I • 
dc~-.s by t~e Soviets . Such a settlen:ent might involve both 	 ~.. . . 	 .. 

I 
·i:oncta..-y sru:! other ccid D:-o cuo, including the !u.:rnishing 	 i" 

to -:~.e US oi equip...le~t, zr..ate::ials, ~:id technology. ... •,. 
(5) P'.andl:!.~g of ~o::-:;.tl corr.~c:::::-cial credits. . Such 

p::-ovit:.o:is n:ay eith.'?r ba -::o:- s~o~ tern (i . e, six t:onths i. 
\ \ 

cc:.:J.C. ~ert::ike to recc:::::~d r~vis:.c:i in tha John.son Act t.<1 
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of ' 

e:::.:.c-:.iv;J cc::y:::-:..g:-.t p::ot~c-:.:.o~, wi-::: :-eciproctl iJ. S. cc::-.'7.:i:­

(6) 

__ ,_ _ 
...."""... ""' . 

' ? )I.. 

U. S. ::......e::-.:to::--s. 

(8) Es~~~lis::.W~~t c~ ~~~~op:-i~ta tcch-:ri.ques for 
" 

cc:.:::.c.::-c:..:J. a::-oi"t::-ation as cu:-:-ently p::-<lcticed by westen 

(9) 

(10) Autho::ization !c:: U.S. ~~d/or bloc nations 7,0 ~ct 

Cloe ~~C ~o~ a g~eater f=eeeo~ of ~ccess to bloo ~arke~s ~r.~n 

is c~~e~tly ~vailable to U. S . ~e~chants . 

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

cou:-."t::-ies concerned in or.:!er to co._-r-ry out li."Uited trada 

(12) ~"te~sion of l~~ t::-eatrr~~t to tr.a bloc cou.~t::y 

::eci~~oc:..ty is involved. 

(l3) ~el~~tion of :-~st~ict:.o~s by bloc count:-ies ove:­

cc::::::o::c::..:._ t:-avele:-s 2.nd tc~~:.sts to t=-:e U. S. as ~-:all <:.s U. ~ . 
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io= U. S. stockpiles; .. 
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'-~ - -.:: .• v proble~s in lic~~si~3 cc~trols . 

~ ... ~ o~he= sig:'lii'icar.cc of ar.d tr.a ef.fect of d e:-.:i.al-··""­
re~~ed, b:.lt they woulC. o~ eo~e p::-1.o~ to ~egotiatio~ 

c:.nC. be r etlectecl qu.ota.s . Thus', .' . 
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T6P SECRET 

U. S . ECONOMIC DEFENSE POLICY 
(NSC 	 57o4/ l; NSC Actions Nos. 1677, 1780 . NSC 57o4/3 adopted 
by NSC Action No. 1780; approved by the President on September 
16 , 1957; and referred to t..he Secretaries of State and Com­
merce for coordination through existing interdepartmental 
reecbanisms / •.,ri th 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 57c;A/3 supersedes NSC 5704/ l. SECRET) 

GENERAL POLICY 

l. The continued threats* to the security of the Free World -posed t>y 
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 growvh of the war potential of the bloc and reduce its unity. 
OUr attitude and program must be one vhich will not increase the possibility 
of var, but rather one which will keep open paths which m1ght lead to a 
sounder basis for peace. During this period, the courses ve ta.ke should be 
based upon the assumption that interference in the t rade Qetween the Free 
World and the Sino- Soviet bloc should take place only where a clear ad­
vantage to the Free World would accrue from such interf'erence. 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 positive advantages during this period of tension and 
watch:f'ul.ness . ~ 

2. The economi.c defense program .should be framd and administered with 
f'ull recognition of the fact that the economic defense system of the Free 
World is part of the larger system qf military and political alliances and, 
like them, depends upon the cooperative efforts of the free nations. The 
United States should participate in Free-World collective arre.ngen:ents in. 
the field of trade controls . Accordingly, in deternrlning the economic 
defense measures which the Ub.1-ted States should adopt and those to be urged 
on other nations; the impact upon the existing system of economic defense 
as a whole, and upon the Free-World military and political alliances, should 
be taken into account. Similarly, in multilateral m1litary 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 generall.y, and economic conditions in some .individual 
countries, may make substantial intensification of multilateral. controls with 
respect to the Sino- Soviet bloc impractical for the foreseeable f'uture , in the 
absence of a marked worsening of internatioDal tensions . 

3. The United States should maintain such unilateral controls as Will 
b.a.ve 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 requirenents. 

* T'ne na~ure and dura~ion of the ~hreat are described in NSC 5707/8, June 3, 
1957, (TS) and JIC 636/4, August 24 , 1956 (SECRET). 
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4o The pro·o2.ems posed for our all:..es by trade control s should be givan 
app::-::ipr'iate weight in determining tha controls wh:::.ch the United States should 
advv~ate that the Free World exercise in its economic relations with the 
Sino..Soviet bloc. Extensions or reductions of the multilateral controls should 
be i=-:..~oposed or supported, whenever justified by new technology, new intelJigence 
or .32.tered evaluation of the significan.!e of particular imports to the Sino­
Sovlat bloc. 

5. The Controls should be so applied as to support U. S . policy '·!itt 
r espect to encouraging and assisting bloc satellites to aero.eve and maintain 
nat ional self-deterr.li.nation and independence.• 

6. The United States should avoid, and seek to have other friendly 
coun"tries avoid, becoming ex.:::cessively dependent on the Sino-Sotlet bloc 
as a market or as a source of supply. 

7. So long as it is considered to ba in the u. s. interest, there 
should cor..t:ir;;ue to be applied against Communist China* more severe controls 
t,h3.,, are appl:!.ed against the remainder o:f the Sovi6t bloc. At such time as 
i t is judged to be in the U. s. int~rest to do so, the controls t~ward 
Com:itu.."li.st China should be revised. 

8. In recognition of the continrlng threat of CollllTlUilist China to the 
Free World w.hioh may be mora i'uJJ.y at:cepted by some individual count.!"ies 
t !'la!: by maltilatara.l bodies, the Uni.7.ed States should continue, wb.erav-er 
cle~ly feasible and desirable from a fozuaign policy standpoint, t.) 
en::::cnrage individual Free- World coumries to maintain unilateral t::-ade 
contr ols toward Communist China at a mc~e ~estrictive level t!ian ~he 
multilateral controls. 

COURSES OF ACT!ON 

9. Seek to maintain a multilateral secu:r'.i.ty trade control structure 
and control msasures developed theretmder, Illl:l.king appr opriate and timely 
adyustments in those measures to refl.ect changes in the vulne~abilities within 
t he Sino-Soviet bloo as a whole and withir: its me.1!bers, or to improve cooper­
ation and -increase effect i-veness; and continue our efforts for better under• 
standing and support of the multilateral control objectives, ~r:iteria and 
procedures essential to an effective economic defense prograrno 

10. Seek to maintain and, as necessaryp extsnd the bilateral 
arrangements w.ith Free-World countries (non-CG countries) t.o ob't..:rl.n support 
l'or- l'lIIlltilaterally agreed controls. 

ll. Maintain toward the European Soviet bloc u. s. export control.s over 
r:ru.lt~la.ter~ agreed items and over S"..lch ot her materials , equipment, 
t~~ilnology ar..d sE'TVices as can be so unilateraJ.J.y controlled by t~ Unitad States 
.$.S to ar.:i:d.t::ve a wo!"thwhile adverse :i.mpa,:rt on tha war potentia.:;. :;f ti:i..e. &.u-opean 
Soviet bloc, or can effao~ively ee!"Va oth~r U. s. policy obje~tives .judged by 
-vr...:- U. s . ~~nt::> :>l .:.......~horitias i:.o wa:t-:-a.nt th:i use of unilateral c.:>:n-:.r ols; and 

-i't- Cor.m1Un:i.S"t Cl"i..ir!O a s used througnou-c th.is paper i.Lcludas North Korea. 
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talie all appropriate measures as will effectively en.force these controls and 

p..cevent their frustration. 


12. Approve~ as a general rule, for shipment from the United States to 
the European Soviet bloc. commodities 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 sppropri.ate and timely unilateral adjustments and seek appro­

{!riate multilateral adjustment in' the scope and severity of controls main­

t ained toward salected 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 severi.ty of the multilateral 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, obtaiu their constderation and advice on appropriate economic 
security problecs. 

17. Seek agreement to utilize the multilateral contTol structure for 
studies and exchanges of views regarding all Sino-Soviet trade practices 
which appear to b~ 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 suppl y within the 
Free World. 

19. Administer current U. S. programs. 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 way as to 
take into appropriate account the objectives of the economic defense program. 

20. Maintain the current level of U. S. unilateral export, illl'port and 
iinsncial controls applied against Communist China* and take all appropriate 
actitms 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 staodpair.t, to main­
tain unilateral controls toward Communist China at a more restrictive level 
than the multilateral controls. 

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

"88 . Apply as necessary to achieve U. S. objectives> restrictions 
on U. S. exports and shipping and on foreign assets similar to those 
already ill effect for Communist Chin.a and North Korea." 
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Lioeralizat ion of Multilateral Controls 

The best interests of the United States will be served by liberalizing the 
m:!ltilateral security contr ols on trade with t he Sino-Soviet bloc; thereby fa­
c!l~tating accor d with our allies and agr eement on the maintenance of an effec­
cive mult.ilateral security trade control system. Such system should continue 
cLntrols on munitions and atomic energy items and on other items having a clear 
mi!.itary application or involving advanced technology of strategy significance 
~~~ available to the Sino-Soviet bloc. (NSC Action No. 1865-1, approved 
Y-3rch 3, 1958) 

T.T.·a<le by Foreign Subsidiaries of U. S. Corporations with Communist China 

It may be desirable in the national inter es t to make exceptions for 
friendly foreign countries with respect to trade with Coa:mruni st Chir.a by for­
~ign subsidiaries of U. S. corporations abr oad (paragraph 20, NSC 5704/3) . 
Such exceptions should normally be l imi ted to s ituations (a) which are impor­
to:nt to the econcm>; of the friendly foreign country, and (b) in which an in­
:iige:':'lous company (not U. S. -controlled) is unable to fill t he order. The NSC 
:i~derstands, however, that the licenses issued ~ill be kept to a minimum. 
~NSC Action No. 2042-s, approved February 3, 1959) 

!molementation of Economic Defense Policy 

Existing policy on the subject (NSC 5704/3) should be continued without 
.:.hange at this time; but the implementation of this policy should be kept un­
der continuing s crutiny by all interested departments and agencies to ensure 
that i t serves t he purposes of retarding the gr~h of the war potential of 
~~~ Sino-Soviet bloc and reducing its uni~. (NSC Action N~ . 2304-,!a, 
approved October 5, 1960)* 

s: 	 In taking this action the Council a lso noted that, with respect to para­
graph 11 of NSC 5704/3 , U. S. expor t control s over such materia ls, equip ­
ment , t echnology and services as can be unilaterally controlled ·by the 
United States may be imposed not only to achieve a wor thwhile adverse 
impact on the war potential of the European Soviet Bloc, but also to 
s erve other U. S. policy objectives, especially with regard to technology 
and services. (NSC Action No. 2304-}U 
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Ex~cu~!ve Creer 10945 
ADM!N!ST:-!1!.TIO;\l O~ THE EX PO RT 

CO:'\i::O!. .!-Ci CF 1949 
By yirrue ot the :::.uthoritY vested l."1 

me by the Exi,:;o=t Connel Act or HJ{!), 
as :i.mencied, :ind :is President of the 
United Sto.tes. it is ordered :i.s follows: 

S ECT!ON 1. The power. authority, and 
discretion con.fc1Ted upon the President 
by the provis:or.s of tb,c Ex;:io;;t Conu-ol 
Act ot 19'.0 (G3 Stat. 7). :i.s amended cso 
U .S.C. J,.pp. !2021-203:!). :ire hereby dele­
i;nted to the Secn:i;ary o! Co:n."llm:ce. 
with power of rocccssive redeleg:itlon. 

SEC. 2. There is hereby cstnbllshcd the 
Expon Co:1~rol Review Beard <he.re!n­
::iiter ~·c:errcd to :is ~bi:? Eo;i:rd). The 
!loo.rd s.h:i.il be composed oi the Sccrct:i.ry 
of Comr.:crc~, w!":o shall be the Ch::i.lr­
nt::i.n of ~he Eo!\rd, ~he Scc1·eLa1"Y ot 
St::t~e . :i.nd the Sccret:i.ry ot Dc!ensc. 
No o.l~crno.tc :aonrd members shall be 
tic.sizn:i.tcd, but Lhc ncLlnr: he:itl o! :my 
c!.:?p:irtmer..ti m:i.y servo 1n lieu of the 
head o! the dcp:i.rt::nent concc:ned. The 
Bo::i;·d m;iy lr:V!tc the bends of Gov­
ernmc:1t a:;ctlc!es, other thnll the dc­
pnnments represented by the Board 
mcmllers. to pn!'tlc!pnte in the nctiv!tics 
oC LhC Do!lrd wllcn m:il:.Cl"ll ot in(crc!:~ 
t.o 1;11ch a1:c:;cl1;:1 a rc under con1:ltl<;r::i.Uon. 

81·:c. ::. 'flit; !:;1:crc:L:1r:t ot Commcrco 
m;i.y !rom Ume lU Lime rc!!cl' to lbc 
nonrcl such p;:u·L!culnr cx)'lort Ilcenr.o 
m:i.Llcrs, tnvoiv lt1f~ c;uc:.;tlons o! nnUonnl 
~cc111·.it.Y or oLllcr maJor polloy Issues, :i.~ 
he i;hnll :;elect. Tile Secretary o! Com­
merce .shall also refer to the Board nny
other such o:{port license m.ntter, upon 
Lhc 1·cnucst of :my other member o! tho 
no111·<l or or Lho hcnd or nny o~hor Oov­
c1·11mc11t llcparlmcnt 01· nr:c1icy h:wtnr: 
nh lntl!rc:;L In such maLLer. Tho Board 
shall consider tl10 matters so rcfc1·rcd 
to it, cw:iic duo consideration to the 
!orci:;n po!Jcy of the United Star.cs. t.1le 
nnt!onal security, and the domestic 
ccor.o:ny. ::t.nd :;h :lll m:l1'e .rccommcndo.­
tions thereon to the Secretary o! 
Commerce. 

S~c. 4. The ?:resident mny at nny 
time a) prescribe 11.1!cs and 1·c~laLions 
a?plic:ible to the power, autho~ity. and 
discnmon referred to in section l of this 
order. and (b) conunumcatc to the S ()c ­
l'ctatY Of Comme1·cc such specific di:-ee­
t'ives :i.p;illc::i.b!e thereto as the President 
shall determine. The S ecretary ot Com­
merce sh:ill from time to time report to 
the President upon th e ndminis~ratlon 
of the Export Control Act o! 1!>49, :is 
runcnded, and. :i.s he may deem 11eeos­
s:u:v, :nny refer to the P1·cs!dent recom- ' 
mcndations made by the Board ur.dcr 
sect ion 3 or th!s Ol"der. Neither the 
provisions of t.his section nor tho;sc o'f 
sccL1on 3 sh:ill be construed o.s 1fmitln i;­
thc provisions OI sccL!on 1 o! this order. 

s=c. 5 <a) All p r-0vislons relnti~ to 
export. con~rcl t~1:lt :ire contain ed i.::-, t!rn 
following nnd arc now efl'.ect1ve a~·e 
h ereby sUpersc:!ed : · 

Cl) Procl:unation No. 2413 •of JUly 2 
1940 • 

(2) Executive Order No. 8900 • o! S ep­
tember 15, 1941 

(3> E:<~utivo Order No. 8982 • ot De­
cember 17. 1941 

(•>; Exccut1vo Order No. 9361 • o! July 
15, 1013 

CS) E:.:cci:tive Order No. 0380 • c ' " 
tember 25. 19·~3 · - ·!?' 


CG> E:•ccuuve O.rder No, 9630 • . • c: ­
tcmber 27. l!J-45 '" " · ­

(7) Excc11tive Order No. 0910 I or~· 
u:u·y 3 , rnr.a _,,_ 

l b) Excent oo the extent thr.t t:, 
a.re lncon::J;;tcm wlth this order nU c:..~ 
sL:mdln1; dclc{!:i.t!ons. rules, rc:::uln;:c;·: 
orders, licenses. 01· other fonns or Jd'. 
m lnlstr::i.tlve notion made. lssi.:cc . 
oLherwlsc Ltlkcn under, or con~lnill~ '~ 
torco by, the Export Com1•01 Act ~. 
1940, as :i.mcndcd, shall r emain In •..~; 
force :md effect t:m!l a mended, 1r.oc';::; 
or tctmlnntcd by proper nutho:!:::·· · 

JOUN' F', Kt:,-:o:-_; 

Tm,; '\VmTE Ho-usi;. 


;}[41/ 2°1, l !)Ql 

__,______________ 
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BRIEF DESCRIPl'IONS OF THE 

LAWS AND EXPORT CONTROL FUNCTIONS OF FEDERAL AGZNCIES 


A. 	 Export Control Act of 1949 (63 Stat. 7) 

This act declares the policy of the U.S. to use export controls to: 

i. 	protect the domestic economy from excessive drain or scarce materials; 

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

3. 	 exercise necessary vigilance over exports from the standpoint of their 
sienii'icance to the national security of the u.s. ; 

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

5. 	 utilize 'its economic resources and advantages in trade with Communist­
dominated nations to further the natione.l security and foreign policy 
objectives of the U.S . 

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

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

This act authorizes the President to control both export and import traffic 
in arms, ammunition, implements of war, and related technical data, by any 
party other than a U. S. Government agency. Th.e President has authority to 
designate what articles shall be made subject to this control, end to 
req_uire those who have. any des.lings with regulated articles to register 
and com!Jly with control regulations . 

Authority con:ferred on the President has been delegated to the Secretary 
of Sta.te, with a. directive requiring the Secretary to coni'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 a.dministered 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, specirically, the u.s.s.R. , and all countrie s under its 
domination. 
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Under t.~e tenns of the act, two lists are ~aintained by State; one, the 
A list, consists of anns and implements of war, i ncluding atomic energy 
materi:tls; the other, the B list, consists of nonmilitary items which 
nevertheless have strategic s i gnifice-11ce and might affect the security 
Of the U. S. 

Aid received from the U.S. by any country must automatically be tenninated 
i:f' it is -found t hat such country is exporting any A list i terns to nations 
deemed to be threatening the security of the U.S.; ena aid shalJ. be 
similarly terminated for any e:<portation of a B list item to proscribed 
recipients unless the President determines that unusual circumstances 
require an exception. 

State aarninisters this act, assigned by law to the of'ficial. responsible 
for U.S . roreign a~d, who is the Assistant Secretary of State for Economic 
Affairs . The a.ct requires its administrator to co.n.rer 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 i ts f'unctions are perfonned by an 
Executive Committee eomposed of top stai'f from State, Commerce, Defense, 
and Treasury, AFX': and CIA. The Executive Committee carries out its 
assignments through two Working Groups , one concerned with policies 
a.:f'fecting international export controls, and the other responsible for 
applications and enforcement . 

D. International Control of Strategic Items 

T'ne Consultative Group, a voluntary international organization set up in 
January 1950, coor dinates the export controls of the l5 countries comprisi.tlg 
the principal industrial powers of the free world. (Consultative Group 
r.tembershi-:p paralJ.els the membership o:f NATO, excluding Iceland and with 
the addition of J apan.) The basic objective of the Consultative Group is 
to deny all strategic items to countries in the Sino-Soviet b loc. Through 
mutual agreement, this Group maintains a list of strategic items refer.red 
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 
o:f' the Group. The Cocom list is currently reviewed annually. The Consulta­
tive Gro-u::p 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 Enera Act of 1954. (68 Stat. 921) 

This llCt , which vests control over a1J. items and r.ia.terie.1.s relating to 
atomic energy in the Atomic Ene::-gy Commission, empowers the P..1YJ to control 
such items and materials by licen::;ing, including licensing. of exports and. 
imports, on the broad discretionary basis of detennini.ng in each case 
whether issuance o:f a license will constitute an unreasonable risk to the 
common defense and security, or to the health and safety of the public . 

AEC is also given plenary power to establish advisory boards as it ma:y 
desire to consult,. in policy and administrative matters, including adminis­
tration of' it::; controls over exportation of materials and f'acilities . 

F . 	 Trading 'with the Enemy Act of 1917 (4o Stat . 411) 

This act conf'er:red on the President virtually unlimited power to regulate,. 
"through any agency that he may designate , or otherwi se," all transactions 
in foreign exchange or with any foreign country or :forei.gn no.tional, dur ing 
periods when the country is a.t war or during which the President has de ­
clared a state of national emerBency. Regulatory power under this section 
is vested in the Secretary of the Treasury, and the req_uisite finding of 
a natio.nal emergency has remained in f orce since December 16, l 950· 

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. Regul.a.ti ons , in ei'fect since 1950, amount to a 
total economic embargo of Communist China. and l'forth Korea by :prohibiting 
except by license a1J. financial or commercial t r ansactions ·with those 
countries or their nationals by persons subject to jurisdiction of the U. S. 
However, control of exports from t he U.S. to these e..rea.s is a.ctua.J.J.y exer ­
cised by the Department of' Commerce, since the Treasury Foreign Assets 
Control Regulations contain a general license permitting any export 
directzy to those areas which is licensed by Commerce . Since incepti on 
of these Regul.ations the only licensed exports from the U. S. to COllI!llWlist 
China and North Korea have been publicati ons, human remains for burial, and 
:per sonal efi'ects of nationals of those countries returning to their homel.e.nd. 

In 1953, at request of EDAC, Treasu:ry issued its Transaction Control Regu­
lations e.s a part of the U. S. effort to strengthen international controls 
of strategic commodities. These regulations prohibi t , unless licensed, any 
person within the U.S. from purchasing or sel.ling, or arranging :for purchase 
or s ale to Soviet-bloc countries of intem a.ti onal:cy controlled str ategic 
commodities located outside the u.s. The prohib i tion :prevents domestic 
Amerj..con corj_Jora.ti.ons from engaging in such transactions through their 
foreign subsidiaries end affiliates. 

G. 	 Miscellaneou::; Snecia.l Acts - U. S. Shi ppi ng Act of 1961 (40 Stat. 901); 
narcotic Drues L-:i:port and Export Act ( 35 Stat . 61.5); Ma.rihuana Tax Act of 
1937 (68A Stat. 560) ; Gold Re:ierve Act (48 Stat. 337); Natural Gas Act 
( 52 Sta.t . 822) ; Tobacco Seed am Plant Exportation Act ( 54 Stat . 231.). 
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