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CENTRAL IRTELLIGERCE AGRICY

3 My 1949

- INTELLIGENCE MEMORANDUM NO. 174 3 -

: [
SUBJECTs Somes Loopholes in US Export Control Progrem

The main objective of US export control policy, namely, to pre-
vent or restrain the movement of critical and strategic commodities to
the countries of Eastern Furope, is being thwarted in verious ways,
among vhich are:t (1) lack of success in the effarts to persuade.gome
Weatern countries to onoperate gufficiently, (2) through uncontrolled
entrepot trade, (3) by clandestine and other indirect attempts by the
Ussaandsatouiteatoomainetmtegicitaurrontbomamother
Western sources, and (4) by resale of US Armv surplus equipment to

" countries in the Soviet orbit,

Bmmeafimmeﬂdmeeotmaoﬁémmiﬁonntho _
Soviet ortdt with respect to & mmber of a-!.tioal items, the present

nemorandim presents?

8¢ A ghort statement regarding the importameovaodanaaa
nwotwmfwmwm.

h.Sommnpleeofmtrepottmdeuhid:appuwﬂyumtm
suhaoottoertoounmtoontrol .

g.Amofmnpleaofindireotorohﬁutimahimw - e
w-m@m@mmmmmm“ofmmm."

4. Sommplesofthemvemntofmmlmoqumtto
ommtri.eaintbeSovietorut.

wzthufmtothemmntothllmmsmto -
countries in the Soviet orbit, it should be recalled that machinery for
the mamufacture of ball bearings is included In the US 1-A List and that .
ball bearings were given & 1-B classification, that is quantitative ocon-
trol, (instead of l-A = embargo) in crder to make the US proposals for
export ocontrol more acceptable to Sweden and Sviteerland,
European producers of hall bearings, and because 41t was anticipated tha$
tbueommtrioawouldbeleseincumdtoabptthomrem"

export control,.

Wote: This memorandum hes not been coordirmted with the inmtelligence
or@n.lzat:lona of the Departments of State, Army, Nuv.r,andtho
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In previous Intelligence lemoranda (mentioned above) examples
have been given of the transshipment of strategic and critical commodities
of US origin through third countrises to ultimete deatination in Eastern
Europe. A closely related situation is ocalled to attention by Enclosure B,
widch presents examples of entrepot trade involving strategic commodities
which, together with trensshirment trade, represents an important loop-
hole in the adninistration of the export control progranm.

_ The examples presented in Enclosure C of indirect shipments of ball- -
bearings throuch Switgerland to countries of Eastern Europe indicate
discrepancies as between the export trade controls of the Trisons of
Germeny and US export control policy and some deficiency in the controls
exercised by the Swiss Govermment and the military authorities in Austria,

The movement of US Army surplus equipment from Europe to the Soviet
orbit, as 11lustrated by the examples given in Enclosure D, is significant
in comnection with US export control policy because of the large volume of
such equipment s0ld at bargain prices, and because of the probable military
application of such equipment. In the case of r_wuwler tractors, it may be
noted that they are, for the most part, powered by Diesel engines of types
included in the US l-A Liat. Futhermore, the large mumbers of such ‘
tractors, and of other equipment of types included in the 1-B List, which
were involved in the Army surplus disposal program, ndeessarily has a
bearing on considerations, both of clasgification and of the quantities
to be 1licensed for export. . .
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1. Sveden s st present the Scriet bloc'a aost
source of bell and roller beerings, in terms both"‘.of qu
2 The msm productiou capncit,y ot the;hodieh
bearing industry is estimted &t sbout 9o,ooo to 100,000
25 maillion units per mr attual 19/.8 produotion wu cln-tail.od,

prewar (present unknm). 923 hanco, 18;
the United atates, 400, -
3¢

concluaim‘uth cuphte
deterninste, In pu'ticular‘

qmntity figures sre not likely,
however, tho remlta 4n- parag'n .
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'rotal' Production

Domestic Requirements
Exports to other ,
Mershall countries

Total to Marshall countries. €0.3
Exports to USSR 2,9
Exports to Finlemd : 3.8

g8 to other Satellites
Total to Soviet Bloc ' ao.s
Exports to Spain 1.3

Exports to countries outside Europe 17,6

3‘ 30% Krtmor - 31.00

No statistics are ava:llable either or produeti m o of
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with Rum&nis has prectically ceased due to the controvcrq ovor &nanun

nutionalization of Swedish industries. Officizl Swedish stetistiecs do ‘
not disclose trade of any kind with albsnia during 1948. although the
quota lists with the Soviet Zome of Germany do not inalude besrings,
Swedish-owned subeidiaries in the hestern Zone of Germany (as well as in
the UK, Frence and other countries) are supplied with & oonsiderable
 smount of rew material, primarily steel, from sweden.

Thus, if some ellowunce is made for misgellaneous shipments of
this sort, the sctual totel of exparts to Iron Curtain countries was very
close to the amount which had teen contemplited in the trede agreements,
The distribution among these countries, however, was not quite in
accordance with the quotas: the USSR got less, end Finland more, than
Plenned, it should also be noted that there is considereble evidence of
transshimment of bearings from the Satellites to the USSR. ‘

5. In trade agreements megotisted in 1949, quotas to,r-the USSR and
Czechoslovakia remain the scme, Exoept for threse two countries there was
& slight inoresse in quotss estsblished in trede sgreesents negotisted
with the Soviet crbit countries within the last year.

6., Eall tearings have &lwejs conaututed an important item in the -

normal trade m Sweden and the countries now included in the Soviot ,

bloc. Sweden in the postwar period has used bearings as en important

bergeining element in negotisting trede agreements with these countrieas e
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The volume of trade in tearings between Sweden and the dqviot bloo

countries end the slight increase in quotss established in trede agreements:

negotiated within the last few months do not indisate &n intention on
the part of Sweden to conform with US export control policy on this highly

strategic comddity.
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EXCLOSURE B |
ENTREFOT TRADE 1) CARBON ELACK KD THIURAN DISULIEIDE .

Entrepot trede appears to be an entirely legal.channel through
vhich the Soviet Bloc oen obtain strategic materials, Ro expart
pernits are roquirod by most countries for ro-erxport of goods which have
been held in bond and vbich keve pot been entered through the Guetans. o

Two examples of this type of trede, taken from recently received |
repoarts, are sumzariged.

4n attempt was made by Czechoslovakia to obtein & substantial quantity

of curbon black from the United States through England. . The English inter- .

mediary, an entrepot merchant, placed the order v:ith a law Yark exporter
who &pplied for and obtained a U3 export license am » in support of the

application, quoted a British import license nunmber, ‘mo New: York expcu*t.ar

placed the order with another New York firm which in turn ruea it with a
manufacturer of carbon black. Because the British Mmadm'y was not a-"
‘meaber ¢f the UK Cerbon Black Importers Association, en mvostigation ensued
-which disclosed that the British 1mport license nmmber was ﬂctitiotw and
that the ehimont ves destined for Csochoslovakia Consequently, tho US

A}

export liocnae was aupended : a '/
Khet is believed to be an entrepot ahipncnt involved over 40,000 '

pounds of thivrem dienlphide ( & rubber chemical ), exparted this year n'.'om
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the United States to Stitgerland, via Antwerp. !‘ollowing this ehipmwt,

the same brd.aa firm (Hacoba of Basle) inquired for en additionsl 500 metrtc :

tons of the same product. This quantity is more than five times greater
than the total US consuxnption in & year. The US manufscturer to whom t.he
inquiry was referred took no action on the request,

has recently

stated that entrepot trede is not only not-illegal but in fact is actually
encouraged by the British Goverfment. It is interesting to note this
tusinessman's resction to what he understends to te the present status of
United States palicy. He has mede the further mﬁm-esting comment that 1€
the Unitod States were to indicate cleerly thst the eurport of carbon black
to Eastern Europeen countries should not be permitted the Britiah
Government would support this palicy, but that in the &bsence of such an

explicit policy that Government finds it difficult to cooperate effectively,
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ENGLOSURE C
SHIPAGNTS OF BuLL BiaRINGS THROUGE SWITZERLAND

Severel reparts irdicate that extensive Mirect
shipuonts of ball bearings bave been effected through Switserlend to. -
Eastern &uropean countries.. These besrings are usually of German origin .
andmmchanodintheheatemZmeofGermaxvvithGermnwhby
Swiss agents end imported by irrogular methods into Switperlend, Subse.
quently Swiss freight fomrdm errenge their transshipment to Eutern -
Europe under credits opened by mtmeduries uith the W

- Kredit-Apptalt, lucerne. The fonowing are & re' remsentative tuns-
actiomt'or attempts to procure bell beerings frm ur through thhnd

1. On 18 December 1948, 5,000 ball bearings velued at 39,000 ‘owias
francs were delivered to Rumapis from Switgerland. On 17 Janmry 1949
& shipment of 160 ball bearings velued at 2,370 Swiss france an-ma
Rumania from the 3wiss frontier, ' ' 0

2, During the period 24 January to 11 Febmnry 1949, f-hirtoon

‘ments of bell bearings from sutwhnd to Hungery cnd Rmanh iorei
Seven of trese shixnonts 1nvo.‘l.mg 5,860 bearings 1n 36 oaaes ra-
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and Daumgartper, Zurich, for ultimste consigmment to OIMP,
Hapa Ig Obersteg, Zurioh, wag the shipper, o
3. It is reparted that Omnipal of Pregue in Februsry 1949 placed :
&1 urgent request with Swiss suppliers for 62,000 very ught ball bear:l.ngc
of the 16,000 'cerien. These are special purpose preciaion airersaft bear-
~ings for use in aircruft end eircraft instruments, Vhether or not this
order has been filled hes not yet been reported, Since the quantity s
believed to be far in exvess of Preseut Cgech sircreft production require=

ments, it is possidle thet the Tequest is of Soviet origin.
4e Reports indiocute that & considerable demnd existe in Sﬂtzerland
for ball and roller bearings for delivery to !ugoalavia and the USSR,

Orders have been reported for single rov bell bearikga, doep-groovo (home .
filling-slot type) of extra narrow light series, light eries, end medium . . -

series; for double row self-aligning roller ‘bearings, modiun series; and

for tepered roller bearings of medium narrow series and mediun wide miea. o

Aecording to the reports, &ctusl deliveries bave bocn nade to the

- USSR end Yugoslavia. One of the prineipel suppliers is W.Qh' -

Swiss engineer located at Igenoniem-bnreeu, St Ursuutum 4y B&don.
(Wertli has been reported on nunerous times in comnection with conrt ba.‘l.l
beering trede and also the procurenent of X-Ray equirment for Eutorn -

Buropean countries). Shipments are hendled, rw tho mosh part, by tbe 8w1§c:__:,‘f. f

transpart compeny Dongas & Compeny, end they are usuelly ehipped lvnil
to Vienna where thoy are handled by the Magped tranapore agency, &

correspondent of Depsag & Compeny,
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5+ lnformation that Vestern European countrles‘, o_t_h

are involved in this trade, econtinues to te reported, For exam

Harch 1949 Us exporter received & request for & quotetion on

spherical roller bearings from liexrtin Kjelgaard of Vbjle,

revealed that these bearings were destined for Rumania. '2BehDéniah

&uthorities informed the US exporter!

s Copenhagen agent trat if KJeo

should ettempt to ré-export these becrings, under no conditioni ould

granted &n export license,
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