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24 August 1948

Mr. Joserh M. McDeniel, Jr,

Special Assistant for East-Weat Trade Affairs
Beonomie Cooperation Administration

Paris, France

Dear Mr, MeDantel:

After considerable time, I have got together a paper on current
thinking in the United States about East-West trade which I am
enclosing herewith. I doubt if this will be all you want, but this
geems to be about the best that we cen do at the present time as
{which I em sure you will know) things are az bit confused on this
thing in Washington,

Sincerely,

Signedl \
R. H. Hillenkoetter

Rear Admiral, USH
Director of Central Intelligence
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CURHENT TAISKIHG IN OB UMITHD STATES
ABOUT EAGT~WEST TRADE

1., Desisionn with respset to BasbtHest Trade and & the une
of sxport eontrols by the United Ststes impinge uwpon and rre in-
flusnoed Ly twe Sosle natlicnal seourity interessts.

(a} ®
bility of th
&8 geo £ ]
eapabllity in general aud to reducs ity im&iau upaeiw i make
or support 2 full-sgcle war in partisulsr,

PO with thi :nttntiand aﬁm.ﬂng 5 m &m&&t&n
ar pur favoreble to the United Btutws,

2. Deeisions sgoordingly oxll for balaneing the frequently
conpeting elsime of these seourity faotercsts, and tend to f2l) imte
one of two generel zroups.

{a) Action to prohibit or restrict the movemsnt of spesified
commoditiss from the Taited Stater and Western Bwrepe to <he USSE and
the Esstern Burcpesu Szatelliten.

{») Asoeptsnss of trade srrangsasnts which will bring
desired tommoditiss from Zastern ts Nestern Zurcpe.

3. Decisions wre implemsnted wmnder the following Federel Leaws.
(For snelysis of the verious Sots, see .ippendix "A%,)

m;ﬁrg ﬁnim S‘ham A.‘ue.

(s) Ast of | 885) end of 1§ Fab.,
1988 contrelling bEPD NELVe oategorise ol weyr
mtorisl, The l\hinitu-atin sgent 18 the Mmitions Control Divisien
of the Depirtmsnt of State,

4. The principel commedities, other then muitiens of wur,

“ie
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which mey bs effected by export control deeisions consist of Uw
followings

(a) mxﬁn, whoss movesent from Buxt o ¥esi in
Europe is considered impertant to Western Europsan Recovery (MGA)s
.5« Bgrioultursl products, cosl, poissh, tivber,

(b) OCommodities desired by the UBSE and the Sutellite
States snd whiak tend to enter inte the {frade sgreements negotieted
betwesn Bustern end Western Europesn countries: 9.g. induarial
squipment (particularly spesisl purpose machine tools, heavy mining
and gonstrustion meehinery snd precision asasuriug equipment) and
rew materisls (espeeiully netursl rubber, tin, and wool),

(e} GComucdities pressntly desired by the United Ytuiss
from the U3BR: chromite and mangoness,

6. In sddition, complex political oonsiderstiouns ulmso emter
inte the sfforta % balangs these cleims.

{s) Attempta to secure supporting action by sountries whiek
are merbers of the Orgeanisation for European Eoonomlig Qooparution
{oREc) for whet teken by the United Stabes Lmmedistely angounters
the fees of siresdy negotisted and epsreting sgrecmonts betwe:n such
countries sud the USSR snd Sstellites. Buch sgreements nusber apprexie
metely severrty, These agresments heve bescome part and pureel of the
finsnciul, comasreisl snd economig plans of the sountries sonterned,
and their modifiesntion is politieslly 41ffieult since 1% touches
upon both interasl stability and o gemerel disinolinatiom iz eoffend
the USEH,.

(3) Intrs~Buropbsn trsde, wWwther between the countriss
pertisipsting in the Suropsan Reooraery FProgram (¥HF) or between
these countries ané Eastern Buropse, appeers so essential & these
sountries thet s strong politigul resistence develaps %o later-
ferenoe by the United Htates on sesurity rether than egoncaio grownds,

‘{s) The strusture of Britvish Uommonweelth treds, the
politiosl shjestive of maintaining o streng British pesition in intre-
Eurcpetn trade, sud the politisal comaitments of the kebour Govern
ment, futroduce 2 highly wspecislized fector inte the total situstlien.

Bote: Abbtention im sslled to the exploitation of these politieal

fuotors by ULER radio (Mosoow in Bnglish wo WK, 18 July, 1848,
STAT I | "The US sonopoliss are met intsrested in

noruelising Europesn treds: on the suntrary they are doing

their best o undermins trade not only betwwen Western sad

Eagtern Eureps, but elso smong the Marshell Plen ecuntriss

themselven,”

{d) Fuslly, withiz the United Stetes, a pelitissl faucter
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enters inte the situstion in the form of persistently reowrying demands
for the restrietion of exports to the USSR and Satellites.

6. During most of the first W yeurs following World Wer 1iI,
United States sxport contrels wers inwlked simcst exolusively for
domestio egonuslo ressons, By mesns of the Fositive List, gmntite-
tive restrictisns were applied and liocenses required for exporis of
essontial itenms in short supply. &fter the Sovist taion revesled
its intention to bloek the suscess of thw Marshall Plsn, however,
sxport gontrols were inmvoked %o support United Steces foreign polley.
411 exporis to Ewops ars mow subject o sorutiny and require
1icensss. Until recently this control smouited virtuslly e a=
embargs of shipments to Bastern Europe, whereas shipments %o ERF
sountris® huvo becn fagiliteted. Ourrsatly the peliey with respest
to exports to the Seoviet bloe is hoing elarified, This is being werisd
out by alsssifying export sommedities into oxtegories wiieh reflest
the importense {or the wmimportense) of various eommodities to the
military petential of ths Soviet Bloe, the degree of dependence of
the Boviet Blos wpon imports of such commditles from the Wlted
States, Western Europs, or other parts of the world, snd similer
feotors. The msjor lines of sotion preposed with respeet % exporis
to the TISR end Sutelllitea arss

(s} To control (complete prohibition ol certsin liems,
quentitative limitation of cthers) the mowement of selocted con sdities
frem the United Stubes to the USSR snd Ssdcllites,

{b) Yo support sush contrel by eelling for sorresponding
wotion from the countries of Westers Hurope pertisipeting in ¥Gi.

{¢) To exerciss such gentrol with some flexibillity se &s
not to proveks reprisuls thet might ghwak the westwerd moves:nt of
gomuoditiss ocnsidersd "essantiasl® to the esonomy of Restera Eurepe
or presently desirsble te the United Jtutes.

7. Ocmmonts besring on future eonsiderstion of the problen,

(s} The secmomio regovery sud politiesl stability of
Testern Ewrepe is = sesurity imterest thiat ama de pursusd simuliaasously
with that of limiting the #&t_wﬁ:&g espaoity of the UBGR,
it is queaticuable, howewver, esn be pursusd simultansously with
su intersst in returding the longeterm induatrisl growth of the UHER,
In compariscn with the sesurity sdvanteges that are sxpectud o Iollew
the rssovery of Western Burope, the retardation of oIk Lstustrisl
gapebility sppears % be & less imusdiate ssourity intersst., In suy
event, thia growth is lmpeded hy imternae]l fuctor s whish eperwte
apids from sny positive setisn by the United Stutes, The post abvious
of thess fugtors are underdeveloped trensportation, limlted meagerial
skills, the slow rate of diiffusion of drosd teoimiesl siilis. Theee
fectors permit same oholoe betwsen the immediate vslus of strengthsning
the Western Europesn systs:n end the rempter vilue of retarding the
Soviat symten.
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(e} fThe bulsnced poliay that is being seught bty the United
Stetes onlls for flexibility snd congtent re-exszminetion, bBoth
discussions sud decisione reguire protestion from those psyeholoplesl
slements in Ameriesn epimicn that would foroe them ints & rigld
pettern of economic warfeare,

w4 -
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The axport-contrel authority previded under sxisting
legislation is comprehensive. Exportstion may e rectricted
by quota allecotlon or by denial of licenses to export
commodities vhen shipment might injurs the natlon's ssonomy
or he inconsistent with United fitates foreign policy. Uniil
regently, control was invoked simost exclusively for donsestle
soononia ressons -- L.e., when the exportation of materiale
in searce supply would be deleterious %o the national sconony.
Singe July 1947, however, export control hag bsen zuthorized
vhenesver ossential to Yoerrying out the fereign policy of the

United Btutes.® In brief, four types of conirol are now in

foree;

Sontzel Adninistrative Ageney
General exports Department of Gommay
Fissionable material, etd. Atomic Energy Commlssion
Ayms, awmnition, e, Department of State
Gold and nareotics Treagury Dupartment.

1/ Subject to aunthority conferred upon Boonomie Gogperstion
Adminigtration, see jext,
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Copidgl.- dmmoral oxperis

s therd maslon.e Aot of July Z. 1980 (%4 Stat, Tk} s smamdely

= Pablie Lav 295 - 30%h Congress, aoproves
Lasanber U 35873 s24 Pudlic law 188 . &8
Goporess, sroreved Jely 15, 1947 {w
napvatrel A6t 51 1957)e U0 glse, Formifn
issistanca et of Anril X, 10B8,

" A N k-5 iy : . 11‘??&% ﬁ‘s’
ASminiatTative JLEAGY e teors Seoply Bmeeh, S5 A X
- : Internstions) Teade, Denartuact of Comnrae.

rypjectives.~ 1. Fasloslly, %6 protact the deontvie e@oREEy VoW
injury which would resnlt free the adverse disiriduilea ¢i setarizis
in ahort worléd stEplye
2] 77 sombet inflatise by Judlelous husboading of rgaentiel
b rrizlts
%) s peptore & gronter degies o ssmpatition in oiled Steias
swoayt tInés %y Tsveyiss shipments at 1owert vrices.
3. o aid in eorying out Maited fuates faraisn poliey.
x} %o chemsel scards matarlainr 0 countriss aal oni nsag
Mist will assira the sreatest evalribvution W e Teswvary
nT WY
B} Te srevent movezmant to 2y deatinstion o LOTCI DO
ax-o titlen weuld be imisiesl W the astloeml intareunt oF
il reesYaly.
e} s mekte avallsbtle to gountrise in nead goMmeds Jiee whone
anegsirietod smysrisiion te ell destlpaticas varli pot be

crrpanris iy
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:dcenses mra, of course, denied 1f ewportetien ir feund
-ontrary to the above odjectives. {(Comtrel umder 3he
Ua3itive List {9 the only ms#imt for exporse % non-
ITONRRR SOURtTies «~ designated ar *Cowmtry Syoup O
9= following section).
ARITT SX03R B~ FRemardless of their chavadter, all exports
S nurgmean eountries wnd ocertain sountries oontlmmous thsnm
vo-ulve o valifoted licenss. To vromots commetition, io M
in"istion % hows and abrosd, end o conserve Zurapesn r-stﬁ%&s
+¥ foreign exchanse, exporters offering lovest osrices are .J
“evoyed. Yo fostar a returs to private trading, licenses are
{evored anthorising exports to private coustgnoes.
#7ter sorutiny to assure chasrvancs of the shiectives

fatnlled above, llosnses are surrently sranted oz s libewal

- basim %o consignees in ECA countries. Control is more »iorous,
7owever, in the case of Rasters Wuropesn coumtriss; during the
First fev months whils more formel criteria wvare being devsloped
the requiresent of licensas resulted virtually in sn enbareo
“n shirments t0 those countries. Curreatly, all sxpo-ts %
Lastern furopean coumtries are classifiod in five estapnrios
reflecting chiefly their degree of importance or ack of
Lwportsdoe %0 the war votential of the Soviet Uniom, Liompes
erw rranted diearimimatingly with a view to allowing emough
wrade, Gore OF laee on s gnid DA onp Yasia, %0 5osuiw contimued
flow of certain mederials ablatnablia In Sastern Burope. Thus,
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it ie al-ad te assist Western Purepe in obiaining ossentisl
imuerée, to snsure fo the United States an adegm i~ fiov of
important strategic materizls, and st the ssme Limo %o prevemst
or rebard further incresee in the war potentinsl ef Zustern
Trnpe.

lindar the Forelgn Assisisnes Ast of 10HE, the WA
Adatniairater 1z siven two comprehensive povars la detaraining
tha charaectsr of Unlted Stntes sxport controls. Ha is direatsd
to refuse dslivery, insefar ams preeticadle, o marticivating
eouniries of geomnoedities whioh ge inte the production of any
ite ‘or delivery to any non-participating Hurencen country
15 export licensee for sueh ites wonld be refusad te thoss
gouniries in the interest of national segurilty, The T0A
Adminiatrutor is also suthorizeld %0 require the deninl of
liconases for the exportation of any somaiity % 595w
participating Buropean aountries if the supply of meeh
comsedity 13 lnwuffieient $o fuifill the rsguirements of the
partieinztin - countries. The Administrator is antherized te
ohinin 2ledzos from the parMaolpatine countries te sspioy thelr
hast afforte to sououplich the objestives of the loint weoovery
nrosram. Thas, the R0A has indieatad thot, a2s a satier of peliay,
i1t will require poartteipatineg countries to refuss axpert
liocunses for aommedities o destinations vhere soxpsrible centrel
iz axercieed in the United States., Mmilarly, aceeptadle

gonirols will be requirsd Tor export of comodities or whish the

4

United Sisten imnosos guantitative restrictiions.
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ixoort nrioxities.~ 7The Seacond Decontrel Ast sathorizes

the Secretary of Commerce to inwveke export pricrities
whsnever a materizl iz required %o expand foreige nrodustion
of a aommadity critically needed in iie United States oy
when guch action ig vital to implemanting ths forelgn poliey
of the United Ztates. Tlhus, whereas export licstses serve
to 1imid the sxportation of Particular goods, the estabhlish-
ment of priority in production and delivery for export may
be exercised %o assure prompt shinment. In nractics, saport
priorities bave been granted in only a few instarces, as in
the case of tinplale and nitrogen fertiliser ia order to
facilitate the expansion of fereign produstion of food producss
in short supply ia the United Siates.
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Sontral.~ 3onrce saterials and facilitsies for the production
of 7issiomable material.

~ Publie Lav 388, 79%h Con_ress. (Atesic Imergy
Ast of 1946).

Adminiadrative axspay.~ Atonis Energy Commlssion.

Ohisctiveg.~ 7To foster the dsvolopment and use of alonic sReTEY
with full regard for national security and world pesce; o sssure
an adequate supply of facllities for the production of fiselonable
saterial; and % prevent the uss of sush facilities in a manner
inconsistant with national welfare.

raceduxe.~ (%ffective November 20, 1947)

Lgvorts of *source paterials” and *facllities® for the pro-
dustion of fissiomable material are proRidited unimes authorized
by & llocense issusd by the Commission. (FeSersl Regintar of
Gigvesber 18, 1947, sets forth currend regalations). ‘Souree
saterisls® means upsnium, thorium, of ather materisl rersieularly
agsontial %o the predunstion ef fissionable meterials, “¥acilities®
ars datined as (1) sny equipment or device eeprdls of produstiom of
f4satormble material and (2) say impertant compoment Ssxi espeaislly
designed for such eguipsent &r daviess.

Aourcos® and "meterisls? are efffalslly elassiried in tvo
#rouss of cosmodities. Itens in Class 1 require licenses not
only for sheir sxpoTtation tut also for dsmestic produstion, dis-
teibution snd ths like. Iz effest, & virtual esderge hm:z been

ispoaed on mont Ldems in this greup. Class LI osemoalities nlso
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require licenses for their sxportation, persits belng granted
only after scrutiny as $o their sni use, dostination, =sd relntlen
to nationnl security. Katsrinls of fmporiance in the production
or dsvelgpment of atemic energy may be {and haws bDesz) placwd om

the Jositive Linst for gontral vader ihe gaml sxport L rOgrKe.
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fontrel.- Arms, ssmuniticn, and implements of war; sinplate
sersp: and heline gue,

Anthorizatien.- Aet of Novembar 4, 1935 (&4 5%8.10): Act of
February 15, 1929 (49 Seat. 1340); and Aot of
September 1, 1937 (80 3wat.887). Delegnted
suthority under Ast of July 2, 1940 (54 Stat.714),
as nmundod.

: o dunitions Contrel Divielon, Depariamst
of Statle, :

Qhjestives.~ Uriginally, ¢o implemeni commitments vith respect

to the interaational iraffic in srms. Usdsr ths Zxpoxt Coatrol
gt of 1940, as smended, 20 aid in osrrying out the Foreign FPoliey
of ths United 3tates.

Ixsosturg.~ (Present regulations.- Presidential Proglamation 3776 -
effeotive April 15, 1948). Zxport lleenses are recuired feor 1l
broad cotegories of arms and axeunitions, Ineluding rifles and
fans, e..vru}.iuy, mmunition, shells spd projestiles, ianky, vassels
of war, landing craft, radar egquipment, aireraft, ‘lsie throwers,
poison gaees, and axplosives, as well as Sinplate sorap andéd

helium gas. Licwnses for the exportation of arms and amwmitions
were originelly required largely for purpcses of reglatration omly;
suthority to deny licenses was limited snd rarely invoked axoept,
for samrple, in instances where U.S. tresty obligeations wors viclated,
Under suthority delegated by the Export Control Act ¢f 1540 as
axended, however, these sxports ars subject o serutiny comparable

to items on the Yositive Liss, Currenily, 2o license: are Maing

graated for the exportation of Y¥inplate sermp.
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Contrnl.- Gold and narcoties.

Anthorisation.- G014 Reservs Aot of 1934 {31 CFR, Fart 54), and
the Cplum Poppy Control ict sf 1543,

Administrative asenay.~ Treasury Desariaent.

Aisctivas.~ To implemsnt the Jovernment's coniérel owver the supply
and value of the ourrency and %0 contrel the wraffic in mareotios,
Eraosdurs.~ Livenses required for all exports of gold {except
"fabrieated” gold). Sistlsrly, licenses are required for

nearootios.
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