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4 Novemnsr it

¥r. Bernard L. Gladieux

Executive Apsistant to the Secretery
Department of Commerce

Washington, D. C.

Desr ¥r. Gledieux:

I wish %0 ncknowledge your letter of 2 Noveamber reguesting S
~q¥ilstence of the Central Intelligenee Azengy in collecting i-Torr dier
on the eﬁ?orceﬁé:gg;ig efport contrel policy snd, specifically, on -he

aton of cortain conzodities of Emericen origim to Exstirs Furpesr
countries.

It is sssumed thnt much irformation om thie tople will be sw {lakl:

through Departaert of State and other channels. Insofar es' we o
apsipt through our repre sentatives abrosd we shall be gla€ to de 2.

In order thut this way be done effectiwely 3 close working Liaxiser
will be required with the appropriste officer of the Departiet o
Commerce,

I ax designs | to be the Limimor oficer o
you-for this purpose.  He will call upon ¥Mr, Edward P. Gulmume to Ils
cuss specificallythe “resuest which the Department of Coumerce ha:
‘msdﬁ.

Sincerely yours:

/is. k. Hillenkoetter
Rear Adsiral, U3E
Director of Centiral

Intelligenace

AD3S0

Distributions
Director
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DEPARTMENT OF COMMERCE
OFFICE OF THE SECRETARY

WASHINGTON 25

November 2, 1948

CONFIDENTIAL

Rear Admiral R. H. Hillenkoetier
Director of Central Intelligence
Room 7135, Federal Works Building
18+th and F, Streets, N. W.
Washington, 25, D. C.

Doear Admirsl Hillenkoetter:

Attached is & statement prepared by the Enforcement
Brench of the Office of International Trade of this Department
soliciting the cooperation of the Cantrel Intelligence Agency
in the enforcement of export control regulations, We send this
to you in the belief thet your highly trained personnel abroad
can be of considerable value in making export control poliecy
effectives

Your attention is directed to the two actions requested
of CIA on Page 2 of the attached. We should appreclate your re-
action to this request and would suggest also that you designate
an appropriate representative of CIA %o consult with Mr, Edward P.
Guinane, Acting Chief of the Enforcement Branch, concerning more
specific arrangementse

Sincerely yours,

Brn f . i

Bernard L. Gladiewx  °
Exacutive Assistant to the Secretary

Attachment
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Fnforcement of Export Control Refulations

.To effectuate Americar. policy on export controls a' hicheg degz ¢
of compliance with and enforcement of the conditions of export licenser,
particularly relating to [inal destination and end use is neressari .

Success in this endeavor rests in large part upon #he cx pDertu.iz
of American repraosentatives abroad and close cooperation between & 3h
representatives and this and forein governmernts.

The GfTice of International Trade has embarked upon an e force-
nent program (1) to prevent umautnorized diversions of commoriities Crop
the licensed ultimate country of destination and/er transshipments thep-
from to unlicensed destinations; (2) to take action against Hhose 7 no
plan or knowingly participate in violations thereof. Specifieallg this
enforcement program is concerned with those diversions and transsiht pmerr.s
which constitute devices for the evasion of country destination
restrictions by action apainst persons directly or indirectly withkia
American jurisdiction or subject to American sanctions,

The basic enforcement problem is ulfimete destinstion cartron.
i+ €s, to insure arrival of licensed commodities at licensed destimations
in accordance with the terms of the license. Measures must First e tuian
to insure that commodities arrive at the licensed country ofl desti:atimm
and second, that such commodities are not thereaftar transsitpped H.o
Hgstern Buropean countries, Direct shipments to Eastern European .
countries are rzadily controlled by export licenses., DRivers.ons fi-om
licensed ultimate destination countries to kastern European countri es
occur both in Western Burope wherein the exportation has been spedially
licensed and also from other countries (particularly latin Anericar
countries) wherein the same comriodities may be exported from the U. S.
in conformity with OIT rerulations under a general license, j. Gey
wherein no written license is necessary.

Export licenses are granted by OIT upon representations aidde
by the applicant regarding the price to be paid by the importer, tie
destination and the end use, The price eriterion is important in :hat
anong the purposes of the export control program is the consearvatica
of dollar exchange for the more necessary expenditures and to reduce
the impact of inflationary factors. The importanca of the peprese tati.oas
regarding ultimate destinations and end use are self-evidenti. :

In the enforcement of export controls, it must be remembered
that American policy envisions the continuation of trade relntions with
fastern Buropean countries simultaneously conserviang commoditties im:
short supply and limiting exportation of sensitive commodities., Tiis
enforcement program is not concerned with the re-exportation of
commodities of American orizin after arrival at the licensed desigration
which do not involve violations of the terms of the license pr of :
export control laws or regulations, Types of cases with whikch thir
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enforcement program is not concerned are those which raise sconom ¢
policy considerations, such s, free zone and other procesging of
commodities originating in the United States; re-exportation by
wholesalers and jobbers; and exportation by the importing country

of its own commodities equivalent to commodities imported from the
United States, such importation being made possible by the equivaient
importation from the United Stetes, A4n example of this latter tymne

of case is the exportation by a foreign country of tractors (not ¢ r
American origin) to a country to which export control reguletions
would prevent exportation of American made tractors but which expretatior
would not be possible except for the importation of equivalent trectore
from the United States, Another example of this type of case is the
exportation of draft horses by an importing country made possible: by
the importation of American made tractors,

ACTION REQUESTHD

(1) That representatives of your azency located in foreign
countries be instructed to report instances coming to their attention
wherein there is reason to belisve that conmodities of American origin
in short supply or eritical materials exported from the United Staies
under appropriate licenses are being or have been diverted or transw=
shipped to Eastern European countries in contravention of export
control laws and regulations.

(2) That convarsations be held on the appropriate leval hLetwaas
representatives of the Central Intellicrence 47ency and the Oi'iice wf £t
International Trade looking toward the possibility of the sexrvices of
Central Intelligence Agency being made available to the Office of
International Trade in connection with certain investigations outajde
of the continental United States,
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