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Refersnee is mede to the Iwbagsy’s telegramalios. .

C OMM 5878 and 5891 of March 26 coneerning the stated belief
- HSA o several COCOM dslegations that the TS dollar 43 oue

™ of the most "strategie” items, and that feilurs to

gontrol 14 1s o zignifisent loophcle in the eontrod
syetem. It 1s noted alsd that the Itaiion end United
Kingdom delegates have inguired se to the sethed of
sattling 1its trade d@g;qit‘withmghqmsgggggﬂgwgp,

Tarly with China.

The followlng disouscion deals with the guastions
raised by the Iteiian and UK Delegations, and should not
be rogarded as a complets statement of the U8 position
or tha sdoption of {inancial measures &8s & supblement
to physlezg traasit conirols.

17 the questiosct dollers as a stretogie export

1s to be digcussad, 1t is negessary to consifer the
balence of psymeats betwesn the United Stetes and the
Soviet bloe. Thsse data ave set farth bolow separsately
for the Buropsan Soviet bice and Communist China. Fog
purposes of balence of paymenta considerstion, gttention
should be given to the full figu;gm far UniggﬂiStatza

orts, ineluding re~exports, and to ganer imports
;;i : u%r-,» L 0%, %hn latter of wmich.wowié
Yehouaes. :

alm

inelvde
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. Balance or Payments -etwggn t%e Uhiped Stetes and the

ropesan
Net

o Credits DRebits Balance

Current trepsactions : »

Merchandise trad@..ceveesvnes 9,9451/ 63,569 ~53,624

Travelececceccocesassscascacs Y e’

Government expenditures.,.... 3,5004/ 5,100 - 1,600

Frivato romittancesZ...ceees =~ 12,500 =-12,500

Interest on U5 Govt. credits. 4,500 - £ 4,500

Income on private investments < 200 =__ 200
" Balance on current account.:. | 63,424

ction
Renayment of US Govt.credits. F 1,200
Renayment of private short | |
term claimMs.cescevcecceceans £ 1,000

Net securities transactions.. - 112

Rek Jauesion 1o dolter . = 6,600

Balance on capital account... , = 44512

Balance on sll known transactions - =67,936

Sources US Derartment of Commerce

h ¥4 Commarcial shirments totalled only $2,858,00C. The dif-

{gncg of ozer $7 million is ac unted ro§ b; gn
) aiuve of merch ai se transferred to
this area through gift rarcel shipments.

Known to be substantially less than $400, 000
Less than $50,000

4/ Very rough es%imate; no direct information aveilasble.
Does not include direct contributions to the UN. -

5/ Chiefly to Poland and Hungary.
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It should be noted that roughly 70 per cent of total
US iaports (£27.4 million} from the USSR in 1951 were furs.
Under the ban imposed bg Section 11 of the Trade Agree-
ments Extension Act of 1951 on imports of certain furs,
some 35 to 40 per cent of 1951 shipmenta will be eliminated
in 1952. Regarding US imports from Czechoslovekia which
in 1951 emounted to $22.4 million, such imports have been
drastically curteiled because of specilal circunstances
existing in our relations with that country. This situa-
tion might, however, be changed at any time.

The folloving tabulation sumsarizes the balance of
payments with Comazunist China.

TABLE II

United £tates exports " nil or unknomm
United States imports -46,4871/
Travel (unknowa but 1naignlfican$) , -
Private remittances | (=) 100
income on investments in United States (=) 900
Net transactions in securities : £ 252
Net movement of short torm claims and

1iabilities . C = R0
Balance on all known transections =47,435

gourges US Denartment of Cormer ce

)/ Baged on country of origin of goods, according teo
Custons regulations. | .

SECRET -~ SECURITY LIFORUATION
Apprpved For Release 2000/08/27 : CIA-RDP78-01634R000100070016-7



- % Approved For Relgase 2000/08/27 : CIA-RDP78-01634R000100070016-7

1

SECRET - SEC RITY IITFORMATION
PARIS A-1522 o

The U8 Delesgation is, of course, completely femlliar
vith the Foreiig Assets Control Regulations governing
United States trade with and nayments to Communist Chins.
The large balance shown gbove is accounted for as follows.

When the U5 froze Chinese Commmnist aszsets in Decen~
ber 1950 there were sizeable guantities of Chinese Communist
goods whieh had already left China and vhich were then in
the hands of legitimate traders, ~ayment having already
been uade to Communist China. Accordingly, the US Treasury
Department followed a fairly libersl licensing policy until
Harch 1951 to prevont undue hardship to these traders. In
addition, Treasury freely licenseu throughout the year
the importation of four commodities needed by the US Govern-
ment for the straeteric stockpile (hog bristles, water fowl
feathers end down, silk waste, and tungsten). None of
these were nurchased directly from Chins, the dollar pay-
ments accrued to smme third country. 1Ia fact, some of these
purchases were made in Western Furone, which siggests that
in mmne cases Buropean Soviet bloe miédlemon might have
received the resnltant US dollsr vayments rathor then
Communist China.

The statistios on imports from Communist China are

as follow:

Total for vear - $46,487,000
ffeonich ¢ stockpile 22,274,000
Japnary-June total 31,769,000

of which stockpile 10,735,000
all other 21,034,000
duly-Pecember total 14,718,000
of which stockpile 311,539,000
all other 3,179,000

The laerge imports of “all other® items in the first half

of the year reflects the liberal Treasury licensing policy
during the first thrce months of 1951. YThe §3 milliom

7511 other" figure in the second helf renresents the rosidue
of licenses 1ssued during the first cuasrter and hardship
Cases.
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The Trecasury Department has taken blocking action
ageinst & number of suronean banks whose facilities were |
being used to carry on dollar transactions for the benofit '
of Communiat China. Treasury is prepared to tale similsr
action in gny other cases of this sort vthich may arise.

The cooneration of Huronean governments in developing
and dealing with such cases would of course be welcomed.

There 1s a presumovtion that a good nortion of the

- total balances z2hovn above on all known transactions 1is
available to Snviet bloc countries for finaneing sudbver-
sive activities anmd 3llegal trade, dDut there is no
sonclusive evidence regarding how much of the total nmight
be used thus. A nportion of the total umdoubtedly is used
to finsnce commercial purchases in Latin America and
elsewhere. Ths USSR mey have the gold to purchase eny
amount of US dollars it needs in free currency markets,
but it should be remembered that practically every country
of the Free Vorld, nartieularly the CCCOM countries, has
some form of export mntrols which prevent or limit
Soviet bloc countries from purchasing strategic commodities
with US dollars or any other currency. The effectiveneoss
of these controls wuld, of course, be cnhmmeced by
physical controls over iransit tra&o and transshipments
in certain free pvorts of continental Eurove.
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