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LETTER OF TRANSMITTAL

To the Congress of the United States:

As the Administrator of the Mutual Defense Assistance Control
Act of 1951 (Battle Act), I am submitting herewith the Eleventh
Semiannual Report on operations under the Act for the period July
1-December 31, 1957. This report supplements the detailed de-
scription presented in the Tenth Report centitled Kast-West Trade
Developments, 19561957 .

Dovgras DivLLov,
Under Secretary of State for Feonomic Affairs.

July 31, 1958
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Summary of Free-World Trade With The
Sino-Soviet Bloc, 1956-57

The value of trade between the free world and the Sino-Soviet bloc !
totaled nearly $6.3 billion in 1957, a new postwar high and an in-
creasc of 14.4 percent above the 1956 total, as shown below:

Frer-Wornp TrapE Wira tae Sivo-Sovier Broc, 1956-57
[In millions of dollars]

Exports to bloc Imports {rom bloc Total Trade

Country

1956 19571 1956 1957 1 1956 19571
Total Sino-Soviet bloe 2 ____________ 2,545.6 | 3,085.7 | 2,944.8 | 3,193.3
Percent increase 1957 over 1956._ N P [2 0 2 P 8.4
European Soviet bloe.____________________ 2,111.4 | 2,555.2 | 2,287.3 | 2,555.9
Percent increase 1957 over 1956__ Y (R 81,0 . 1.7
European satellites_ - __._______________._. 1,327.3 | 1,555.5| 1,473.0 | 1,514.3
17,8 2.8
1,041.6
Percent increase 1957 over 1956 .. ____|._________ 27.9
Communist China 616.3
Percent Increase 1957 over 195 3—-3.9

1 Preliminary totals.
: %)ncludes trade with Outer Mongolia, North Korea, and North Viet-Nam, wherc data arc available,
eorease.

SOURCE FOR ALL TABLES: International Economic Analysis Division, Burcau of Foreign Commerce,
U. 8. Department of Commuerce.

Although total East-West trade registered a gain of about $800
million in 1957, the rate of expansion declined by about 20 percent
compared with the 1956 advance. Free-world exports to the bloc
increased from over $2.5 billion in 1956 to approximately $3.1 billion
in 1957, a rise of 21 percent. Imports from the bloc went up from
$2.9 billion in 1956 to roughly $3.2 billion in 1957, an 8 percent increase.

Although free-world trade with the bloc constitutes only about
3 percent of total world trade, bloc trade is significant for some
countries—Afghanistan, Iceland, Finland, Egypt, Yugoslavia, Turkey,
and Iran—and for certain products, such as Icelandic fish, Burmese
rice, Egyptian cotton, and Ceylonese rubber.

1 Unless otherwise noted, the Sino-Soviet bloc comprises the following: European Soviet satellites,
which include Albania, Bulgaria, Czechoslvekis, Soviet Zone of Germany, Hungary, Poland, and Rumania;
U. 9. 8. R. including Estonia, Latvia, and Lithuania; Outer Mongolia; North Korea, beginning 1951;
North Viet-Nam, beginning 1955; and China for which data since 1949 refer (as far as possible) to Main-
land China, Manchuria, Inner Mongolia, and Tibet. The term “free world” refers to all nonbloc
countries.
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ApproveFree%.vor?detarade with the European Soviet bloc moved upward

from $4.4 billion in 1956 to $5.1 billion in 1957, a rise of over 16
percent. Trade between the free world and Communist China
showed an increase of $65 million, or 6 percent above the 1956 total.
While free-world exports to Communist China climbed from $434
million in 1956 to $524 million in 1957—a rise of 21 percent—free-
world imports from Communist China fell from $641 million in 1956
to $616 million in 1957—a decline of 4 percent.

The total trade of the 15 COCOM?2 countries with the Sino-Soviet
bloc amounted to $3.1 billion in 1957, as compared with nearly $2.9
billion in 1956. COCOM trade with the European Soviet bloc rose
from $2.4 billion in 1956 to $2.8 billion in 1957, while COCOM trade
with Communist China decrcased from $429 million to $414 million
during the same period. COCOM exports to Communist China
went up from $204 million in 1956 to $209 million in 1957, a $5 million
increase as against a $21 million decline in COCOM imports, which
went down from $225 million to $204 million.

The following tables present detailed East-West trade statistics:

TaBLE 1.—TorAL FREE-WORLD TRADE AND FREE-WORLD TRADE WITH THE
Sixo-SovieT Broc, ANNUALLY 1947-57

{In millions of United States dollars]

Bino- Total Euro-
Total | Soviet Sino- pean Euro- Com-
Period covered 0 bloc as Soviet Soviet pean [U.S8.8.R. munist
world | percent bloct bloc satellites China
of world
Free-world exports
Year 1847 .. 48, 567 41| 2,006.7) 1,333.5 856.5 | 477.0 672.2
Year 1948._ 53, 784 3.7 1,968.5 | 1,434.2 900.7 | 533.5 534.3
Year 1949, . 55,131 8.0 1,666.7 | 1,342.6 914.2 | 428.4 324.1
Year 1950 56, 480 2.7 1,544.8 ) 1,002.7 791.6 | 3801.1 452.1
Year 1951__ 76, 501 2,21 1,688.5 | 1,242.3 854.8 | 3375 446.2
Year 1952.. 73,778 1.9 1,438.2 | 1,165.7 682.4 | 483.3 272. 5
Year 1853_. 74, 757 1.9 1,388.8 | 1,10L.4 677.9 | 423.5 287.4
Year 1064 _______ 77, 662 2.8 1,767.1 1,472.7 806.0 | b576.7 204, 2
Year 1955. ... 84, 320 2.6 2,077.0 | 1,750.7 | 1,158.1| 60L.6 317.3
Year 1956 _______ -] 93, 566 2.7 2,5456.8 | 2,111.4 | 1,327.3 | 784.1 434.2
Year 1957 (prel.) ..o oo 100, 130 8.1 3,085.7 | 2,565.2 | 1,555.5 | 998.7 524.2
Free-world imports

Year 1047.. 2.7 | 1,424.7| 1,006.8 732.9 | 273.9 417.9
Year 1948_ . 2.4 20080 1,519.7 | 1,028.0 | 493.7 488.3
Year 1949__ 2.0 1,796.8 1,370.6 | 1,080.9 | 280.7 426.2
Year 1950. . 2.9 1,727.0 1,192.3 940 262.3 534.7
Year 1951...... 2.3 1,883.0 1,358.1 967.5 | 390.6 524.7
Year 1952 ... 2.0 1,633.9 1,262.9 794.6 | 468.3 367.9
Year 1953...... 2.1 1,631.1 1,189.7 807.9 | 381L.8 4327
Year 1954 _.___ 2.8 | 1,842.6 | 1,455.9 955.5 | 500.4 379.7
Year 1955_.__. 2.7 2,421.3 | 1,924.4 1,284.1 | 640.3 487.1
Year 1956. ... 3.0 2,044.8 | 2,287.3 1,473.0 | 814.3 641. 4
Year 1957 (prel.) 3.0 3,193.3 | 2,5655.9 | 1,514.3 |1,04L.6 616.3

! Includes trade with Outer Mongolia, North Korea, and North Viet-Nam, where data are available,

Source for world totals: International Monetary Fund, Inlernational Financial Statistics.

2 The Coordinating Committce in Paris where the following 15 countries meet to adjust and coordinate
thefr strategle trade controls: Belgium, Canada, Denmark, the Federal Republic of Germany, France,

Greceee, Italy, Japan, Luxembourg, the Netherlands, Norway, Portugal, Turkey, the United Kingdom,
and the United States,

2
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TapLE 2.—TRADE OoF FREE-WORLD AND COCOM CoUNTRIES
SovieT BLoc, ANNUALLY 1947, 1948, 1950, 1952, 1954-57

[In millions of United States dollars]

Exporis to bloo Imports from bloe
Free All COCOM European Fres Al COCOM European
world countries COoCOM world countries CoCOM
countrles countries
Trade b% year
wit!
Per- Per- Per- Per-
Total cent cent | Total cent cent
value | Value of Value of value | Value of Value of
total total total total
value value value value
SINO-80VIET BLOC
68.2 494.2 | 24.6 | 1,424.7 686.4 | 48.2 448.3 81.6
47.8 487.9 | 24.8 | 2,008.0 | 1,014.7 50. 5 744, 1 87.1
41.2 537.2 1 84,81 1,727.0 007.9 | &7.8 716.8 41.8
$7.9 542.0 | 87.8 111,633.9 | 17859 479 692.0 2.8
i.6 802.4 | 46.4 | 1,842.6 068.2 | 52.0 854.7 46. 4
47. 4 027.1 | 44.6]2,421.3 | 1,295.3 63.6 | 1,132.5 46.8
53.8 | 1,198.3 7.1 2,9044.8 | 1,507.5 1.2 1,318.5 44.7
48.9 1 1,313.4 | 48.6 |13, 193.3 | 1,637.9 | 61.8 | 1,445.9 46.8
EUROPEAN
SOVIET BLOC
58.9 410.2 | $0.8 | 1,006.8 504.4 | 50.1 390.3 88. 8
40.2 429.8 | 80.0 | 1,619.7 810.1 | 48.8 688. 5 45.8
48.8 502.4 | 46.0 1 1,192.3 732.0 | 61.4 641.6 8.8
44.6 517.8 | 44.4 1 1,262.0 695.3 | 66.0 645. 3 61.1
61.7 7445 | 60.6 | 1,455.9 824.5 | 66.6 770.6 52.9
0.2 855.4 | 48.6]1,024.4 | 1,002.4 56.8 1 1,023.5 53.8
54.6 | 1,064.5 | 60./ | 2,287. 311,266.4 | 66.4 |1, 180.1 51.6
50.8 | 1,166.0 | 46.6 (12,555, 911,416.6 | 65.4 | 1,327 6 51.9
EUROPEAN
SATELLITES
856. 5 538.2 | 62.8 816.7 | 87.0 732.9 338.4 | 48.2 303.6 M4
900.7 448.3 | 49.7 334.4 | 87.011,026.0 4846 | 47.2 452.6 441
791.8 437.5 | 06.8 407.9 | 518 940 546.4 | 68.1 495.1 58.7
682. 4 3353 | 49.2 333.6 | 48.8 794.6 308.4 | 49.9 366.1 46.0
896. 0 532.4 | 69.4 520.4 | 88.1 956, b 521.9 | 646 482.9 80,6
J1 1,158, 1 643.0 | 66.5 610.4 | 3.6 | 1,284.1 692.2 | 63.8 644, 1 50.2
1,327.3 750.0 | 66.5 690.5 | 62.0 | 1,473.0 826.3 | 66.1 768. 4 652.2
11, 555. 5 880.6 | 57.2 782.0 | 60.8 |11,514.3 837.9 | 656.8 781.0 51.6
477.0 247.6 | 61.9 03.5 | 19.68 273.9 166.0 | 60.8 86,7 1.7
533.5 127.9 | 24.0 95.4 | 18.0 493.7 325.5 | 66.8 236.9 47.8
301.1 95.9 | 81.8 04.5 | 81.4 252.3 185.6 | 78.6 146. 56 58.1
483.3 184.4 | $8.1 184,.2 | 88.1 468.3 208.9 | 6.8 279.2 50.6
576.7 220.3 | 39.8 224.1 ] 88.9 500.4 302.6 | 60.6 287.7 67.5
601.6 241.0 | 40.1 236.0 | 39.2 640.3 400.2 | 62.6 379.4 59.8
784.1 403.6 | 61.5 374.0 | 47.7 814.3 440.1 | 64.0 41,7 50.8
1699, 7 409.3 40.9 384.0 | 38.4 |11,041.6 578.6 | §6.65 546.6 52.6
CHINA
482.7 | 71.8 84.0 | 12.5 417.9 182.0 | 43.6 58.0 18.9
364.7 | 68.8 568.1 10.9 488, 3 204.6 | 418 55.6 1.4
102,81 82.7 34.8 7.7 534.7 265.9 | 49.7 76.2 141
26,7 9.4 25.1 9.2 367.9 87,5 | £3.8 46.7 18.7
7.0 26.2 57.9 | 19.7 370.7 126.7 | 33.4 84.0 22.1
101.3 | 81.9 7.7 2%.6 487.1 193.0 | 89.6 108.9 22,4
203.6 | 46.9 133.8 | $0.8 641, 4 225.0 | 86.1 135.3 21.1
200.4 | $9.9 147.4 | 28.1 1616.3 204.2 | 33.1 118,1 19.2

Note.—The Coordinating Committee in Parls coordinates strategie trade controls of the following coun-
tries: Total COCOM—United States, Canads, Japan, and Eurcpean COCOM, 1, e., Belgium, Denmark,
France, Federal Republic of Germany, Greece, Italy (ncluding rieste), Luxembourg, Netherlands, Nor-
way, Portugal, Turkey, and United Kingdom. Data include trade with Outer Mongolla, North Korea,
and North Viet-Nam, where available.

1 Preliminary total,

471922—58——2
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Trade Controls of Free-World Countries

This section summarizes the national trade control procedures of
the COCOM countries. Descriptions of the trade controls of other
friendly countries were presented in previous Mutual Defense Assist-
ance Control Act reports, and, since their control procedures have
not, in most cases, undergone substantial revision, they are not re-
peated in this report.

These summaries are concerned primarily with the basic export
license and customs control procedures originally established for eco-
nomic or financial reasons. Security trade controls have been gen-
crally exercised through these basic procedures, supplemented, to
increase their effectiveness, by Import Certificate-Delivery Verifica-
tion (IC/DV) procedures, shipping controls, Transit Authorization
Certificate (TAC) procedures, and transaction or financial controls.
The descriptions which follow describe the main features of these
national control systems as they stood May 15, 1958. The countries
are arranged in alphabetical order.

BELGIUM-LUXEMBOURG

License Requirements

The basic legislation from which the present import-export control system in
Belgium has developed was a law of June 30, 1931, modified by the law of July
30, 1934, which authorized in broad, general terms the regulation of Belgium’s
foreign commerce to promote the general economic well-being of the country.
The convention with the Grand Duchy of Luxembourg on May 23, 1935, amend-
ing the economic union convention of 1922, established also a combined Belgo-
Luxembourg Administrative Commission (the Commission Administrative Mixte
Belgo-Luxembourgeoise), and in this way provided a central agency for coordi-
nating the import and export licensing procedures of Belgium and Luxembourg.
Pursuant to the 1935 convention, when the appropriate agency of either Govern-
ment desires to modify or expand regulations pertaining to import and export
controlg, the recommendation is discussed with the appropriate agencies of the
other Government; their agreement having been reached, the new policies are
communicated to the Mixed Commission, which then transmits identical instrue-
tions to the Belgian Central Office of Licenses and Quotas and the Luxembourg
Office of Licenses. This procedure insures close coordination of the import and
export licensing operations of the two Governments in order that the general
economic welfare of both may best be served.

A royal decree dated January 17, 1955, provides that the import and export
of all merchandise is subject to licensing control. However, the Ministers can,
within the limits of their authority, suspend this measure as to certain merchandise
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designated by them. They ean also limit this suspension to merchandise coming
from or destined to countries which they determine.

The control over exports effected by the requirement of export licenses is
reinforeced by special controls applied at the time of the actual export of the
licensed merchandise. Submission to these special controls is required as a
previous condition to the obtaining of certain licenses, these special additional
controls being applied bv reagson of the special nature of the merchandise to be
exported or to as; ur d{(}g L dehve f the ,merchandige, lo jts fqr igh
st U hirn W-9311 fo elosnoy o

Applicants for export licenses must make a declaration that they are famlhar
with the conditions upon wh1ch licenses are issued and the regulations relative
to exthange “dontrols. ‘and ‘that bhey' hedept  thess ! totiditions: Wnd teguldtions
witheut rederve.. Thé applicant also: acknowletdges that::the liédisés are not
transferable,, and tha@,w drrepplarity, in, Juis, %Bplw&tlon o, ybilization;of. the
lig nm%bﬁ%tﬁ, i, o pessble, IEusals o1 %, "o SRR B ARRlipations
an may expose fllm 0 prosecution for a criming oﬁ‘qnse xpor ers o proci
w‘ﬁosé"‘ﬁﬁdl Qistinatior 16 cottrolfel” nitisl HigH " 8H’ underta‘kﬁfé‘“ﬁha’b thdir
exports are not to be recxported. In such cases, the'&Xpviter’ tencthvel iy
right-to obtaih any subsequent. export licenses in all cages for:which: nonteexport
dgqlar@t;ogs, arg.required; ] if the: presel}t ugderta]glgg is, evaded,;. ;.

\J\IJ\‘
Frapsic-Controls:’ “Louiios siarid vlimons g fstonsail 10 oo

o) The royaldectee of Janudiy 17, 1955 referred to abo’ve, ‘withorizes thie Minlster
of . Béonbmic; Affaird] to .impase. 4 *transit litensing requirement - for - cértain; 1tems
gomlpg fmn}“qr going ta- cowxgrneﬁ he. nay. desxgnate LA, gegoqd dgersg o the
s by, the Mipisef, o, Eponorvie, Al oawnes the, mpduction of, o
B &m,n transﬂ'. hcense, or a trans 1{7 authorizati n certifjcate 1ssued |oy certain
éButtriés) for the shipidéht ‘throuph Belpfumy th tranfit ¢f fters' hanied in the
decres eomniig from the’ couhtried "i&rtimp&hng initthier TAC scheme sind déstined
for any of the Soviet-bloc countries. Luxerhhoulg issudd sivdilar decrees:January
20 and February 1, 1955.
EIRFR T ECED SRRV ARI PO N i 22

Firas ossoil

§ i

Financial Controls
ﬂ D itpel SE0YH

Prlor authorization is required for all b yin and sellm TADSAL tions a:‘bﬂr?ad
a?a w Aoy by L KRt ) uu(uui f ii e, , IN(I!I !I ﬂx'\ Ritdal
glg an, an g exchange ¢ "} catried out by
!G aa ‘f:é ‘ 1 lhan e ' R ‘IJR $2 RO !!!(IU EERPEE) SRSt ] H‘ﬂ(*i L8]
:: !E['l‘ !‘ U l)lfi ISVR ilgi HiC 'i".,AMU.Qi ii i i'(_tii ("u
“3 iy Ud HU

Shlpplng Controls

it 'hag fakén aefion to p‘revenit the’ c’bJr yingrat 3s’cr'ai‘té‘g‘ic"gf)od g ‘n"Belgian
Yt inif SEHAR North Kdredn dgstinatigny s ~rm T oo

soigasrogul 1 il ) mdeiano) ovilerdaiaiaba

,modmsmm
sogus lwrings s bobi AN AT * 14 1 hae  Jostoeantagodoeximi-onfetl
. ’U;J‘xﬂ!uud bitk mbdsd 10 aosubagord wwfufaa(i dtouEs b J1ogmi ofd maden

NHEROFLY for the' cohf,réﬂ OF éxpoYts in Candda 1s'derived’ Hom Fﬁe EBRHGEEDA
Imﬁoi‘tQPerml‘t's At hnHot 6 Parhamentt ‘Whlcﬁ Chifle Thto eifec‘b oh JUHET, TOBT.

T Yo f)\;!“f F‘U]quh‘ adi ditw Do HODSF B ﬂ]u"sf!u‘)
P?ﬂ"!‘!?bﬂwul 4 : dusaigisv ol 1silic

-uifEhe:Canadian approach, to eXport control is: ba/sed ‘ony tWo listed (i) the Export
Gontrol List of ‘strategic- eommodities: for' which. é¥port: permits-aré retjuired-for
practieallyialll commereial’ exports-to any-destination, excépt the United States;
And-(ii) thé Aréa Control List of eountries, the shipment:to which’of any ‘goods
requires an export permit. The Area:Control: List- comprises -all: Communist
countries plus Hong Kong,! Mdcéao, and Iriddchina. - General ‘export pérmits ‘are
in-effect which enable shipments of a list: of -nénstrategic-itéms ‘to Hong Kong;
shipments of the same list of goods, :when, of: Canadian: origh; may be:madeé to
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Under the Act, Canada has also enaeted a form of transaction control whereb

it becomes an offense for a resident of Canada to knowingly causé ‘6f adstst™dn
shipment of  strategic-goods: to: he mide: from. Canada, oriany. -other, place;: to
Comuuriist .countries.-
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approval for. the; Sransshipment. has been given, by .the, Minister, of(Taadm

Commerce, or by a person authorized by him to do so.
An export permit is required for all goods originating outelgle Canaiia,"?’h )
tendered for export in the 8ame eondltlon as when imported, ‘Without' Turther
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xchange Controls

The National Bank of Denmark exercises strict controls over all transactions
in foreign exchange. Tarnings in foreign currencies must be repatriated and sold
to the bank unless special exceptions are made.

Transit Controls

The export controls apply to merchandise exported from the Copenhagen free
port, including exports from transit or bonded warehouses and goods from free
port or private warehouses. They also apply to goods in transit through Den-
mark, unless these are transiting on a through bill of lading and there is no change
in ultimate destination. In addition, Denmark has adopted the TAC scheme.
These control measures thus prevent unauthorized diversion of embargo goods in
transit through Denmark,

All transit transactions financed by Denmark are subject to eontrol by the
national bank, regardless of whether the goods in question actually pass through
Denmark or are forwarded directly between the countries of origin and destina-
tion. In its administration of these provisions the bank observes the same rules
as the export control authorities with which the bank cooperates closely in this
field.

Shipping Controls

An arrangement has been made by the Danish Government with Danish ship-
ping companies to prevent the carrying in Danish vessels of strategic goods to
Communist China and North Korea. This arrangement is implemented through
a licensing system operated under a voluntary agreement with Danish shipowners.

FRANCE
License Requitements

Export licenses are required for over one-half the commodities identified in
the French tariff nomenclature. Governmental authority for this control is con-
tained in various decrees, the latest dated November 30, 1944. These decrees also
permit addition to or removal from the list of controlled commodities merely by
publication of a notice in the Journal Officiel.

Applieations for license to export, as submitted by French exporters, are exam-
ined by the Ministry of Industry and Commerce, by the Office des Changes
(where monetary and financial factors are given consideration), and on occasion
by appropriate technical committee and personnel in other agencies. At the
time the application for export license is submitted, the exporter may be instructed
by the competent technical ministry to submit a sample, photograph, blueprint,
drawing, or other detailed description of the commodity in question. These
data are used in determining the advisability of issuing the export license re-
quested. At the port of exit, random samples of actual exports may be extracted
by customs officials and these are compared by competent technicians with the
original data submitted with the license application, This procedure is designed
to assure in a8 many instances as practical that the commodity exported is identical
with the commodity for which the export license is issued.

In the event fraudulent action on the part of the exporter is found and can be
legally established, the exporter is subject to confiscation of the goods in question
and fines ranging upward to four times the value of the shipment plus penal servi-
tude. The control system in operation in France makes it possible to block or
encourage exports to any destination of commodities requiring export licenses.

Transit Controls

On December 30. 1954, and January 12, 1955, the French Government published
new regulations effeclive respectively on the 1st and 15th of January, 1955, con-
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cerning the regulation of imports, exports, and reexports of a certain number
of products which enter France under transit status. In essence, these regula-
tions state that the products affected cannot be diverted to certain specified
countries (which comprise the Soviet bloc) if their exportation beging in countries
participating in the TAC scheme unless the country of export so authorizes the
change in destination.

Financial Controls

All transactions in foreign exchange engaged in by French residents, particu-
larly those in which a French resident takes title to foreign merchandise, require
the prior authorization of the French Government.

An ‘“exchange commitment” (guaranteeing the return to the Government of
the exchange proceeds of a transaction) is required for all exports and reexports
of merchandise to which a French resident holds title. Where the products con-
cerned are subject to export license, the export license suffices for the exchange
commitment.

Shipping Controls

In order to avoid the transport on French vesscls of strategic commodities to
Communist China, the French Government has reached an agreement with the only
French shipping firm operating on the China run. The latter firm will not trans-
port commodities of any description to Communist China unless these are covered
by export license or permit indicating Communist China as the destination and
issued by the French Government or a friendly foreign government maintaining
the same level of controls as concerns strategic items to China as is maintained
in France,.

The French Government has also instituted controls to deny bunkering facili-
ties to vessels transporting strategic commodities to Communist China.

GERMANY (FEDERAL REPUBLIC) AND WESTERN BERLIN

License Requirements

A special export license (delivery permit) of the Bundesamt fuer gewerbliche
Wirtschaft or, if the exporter is of West Berlin, of the Central Licensing Office
of the Senator for Economics, Berlin, is required for the export of goods listed
in Appendix 1 to Foreign Trade Circular No. 89/54 dated November 10, 1954
(in the current version), issued by the Federal Minister for Economics. Among
other items, the Appendix 1 list contains all goods subject to international
embargo countrol.

Goods for which a delivery permit is required and which are being exported
on the basis of a service transaction (processing, repair, etc.) come under the same
controls. Further, all transactions involving the right to patents, inventions,
and production processes require the approval of the Bundesamt fuer gewerbliche
Wirtschaft when they concern goods the export of which requires a delivery
permit (Foreign Trade Cireular No. 23/58, June 6, 1958).

Goods for which a delivery permit is required may be exported to free-world
countries without a delivery permit if the invoice value of the shipment is below
DM 1,000 (small shipments), with the exception of nuclear energy goods or
goods contained in the list of armament materials.

When issuing delivery permits for exports to free-world countries, the IC/DV
procedure is used.

Identity of the goods is controlled by customs officials who also check whether
the required license of the Bundesamt fuer gewerbliche Wirtschaft has been
issued.
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Under the provisions of Foreign Trade Cireular No. 50/56 dated August 1, 1956
(in the current version), a special ‘‘Lieferungsgenehmigung fuer ein Transit-
handelsgeschaeft’’ (Transit Transaction License) of the Bundesamt fuer gewerb-~
liche Wirtschaft is required for transit transactions with goods falling under
embargo controls, if the country of destination or ultimate use is:
Albania, Bulgaria, North Korea, North Viet-Nam, Poland, Rumania, Czecho-
slovakia, Hungary, the U. 8. 8, R. or Communist China.

Transit Controls

Under the provisions of Foreign Trade Circular No. 2/55 dated January 7, 1955
(in the current version), a transit certificate (TAC) or an export license of the
country of shipment is required for transit shipments of embargo goods from
COCOM member countries and certain other countries for transit through the
territory of the Federal Republic of Germany, if they are intended for an East
bloe country and were, during the transport through the Federal Republie,
transshipped or temporarily stored.

The same applies to transit shipments on the basis of transit trade transactions,
if the goods were shipped from a non-COCOM country and the transit trader is
located in a COCOM country.

These control regulations also apply to transit shipments which arrive at a
sea port of the Federal Republic and are there reloaded onto another means of
transportation.

Shipping Controls

On the basis of the provisions on services transactions, the Federal Minister for
Transport—Section Sea Transport—Hamburg, issues permits to German shippers
for shipping to and from ports of Communist China; the permits are subject to
conditions which prevent transport of strategic shipments.

Control of Arms

In addition to the above stated control regulations, a license of the Federal
Government is required, on the basis of Article 26 of the Basic Law, for the pro-
duction, transport (including transit) and marketing (e. g., import, export, coding)
of arms.

Penalties

An administrative fine may be levied for any violation of the export control
regulations or, on the basis of the Exchange Control Laws, the penalty may be
imprisonment not to exceed 5 years or a fine.

GREECE

License Requirements

Export licenses are required for all strategic commodities and for certain
nonstrategic commodities for which export quotas have been established. For
nonstrategic shipments, licenses are issued by the Bank of Greece in accordance
with directives from the Greek Foreign Trade Administration, Ministry of
Commerce. Tor strategic shipments, including those to the Soviet-bloe countries,
licenses must be obtained from the Foreign Trade Administration. In the case
of countries with which Greeee has bilateral trade agreements (which includes
the Soviet-bloc countries), such licenses are limited to the quantities specified
in the respective agreements.

Transit Controls

Transit shipments of strategic commodities must be licensed by the Foreign
Trade Administration prior to being reexported.
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(nancia
Foreign exchange proceeds must be surrendered to the Bank of Greece.
Shipping Controls

Effective March 17, 1953, the Greek Government prohibited Greek-flag vessels
from calling at Communist ports in China and North Korea., This was accom-
plished by the Greek Council of Ministers Act of No. 204 of March 17, which was
enacted into law by the Greek Parliament on May 7. Violators are punishable
under the provisions of law No. 2317 of 1953, published in Greek Government
Gazette No. 61 dated March 17.

The Greek foreign investment law (No. 2687 of 1953) provides that foreign
vessels transferred to the Greek flag may only be resold to countries named in
the instrument of approval executed at the time of the transfer of the vessel to
Greek registry. 8o far, such instruments have not included Soviet-bloc countries.
With only minor exceptions, the sale to other countries of Greek-flag ships not
covered by an instrument under law 2687 requires the prior approval of the
Greek Government.

Ship repairs are subject to export licensing under the procedures covering
transit shipments.

Current bunkering controls require licensing by the Bank of Greece with
respect to payment in foreign exchange for the value of fuel and by customs
authorities for removal from customs preeinets.

ITALY
License Requirements

All commodities listed in the new Tabella Esport (Italian export list) dated July
22, 1957, require an export license, issued by the Ministry of Finance on the recom-
mendation of the Ministry of Foreign Trade, for all destinations. All items inter-
nationally accepted for embargo or quantitative control are included in the
Tabella Esport. Goods not listed in the Tabella are exempt from license when ex-
ported to the dollar area, the OEEC (Organization for European Economic
Cooperation) countries, the sterling area, and most other areas, but must be ex-
ported in conformity with exchange regulations, which vary according to the coun-
try of destination and the type of payments arrangement involved.

Licenses are required for exports to the Sino-Soviet bloc of all commoditics
contained in Tabella Esport B. Licenscs are required for imports from the
Sino-Sovict bloc of all commodities except those listed in Tabella C Import,
whieh provides for a lower level of liberalization than the lists for imports from
the dollar area or the OEEC area. Trade with Albania, however, is regulated
by the regulations under the bilateral clearing agreement with that country which
provides for less liberalization of imports and exports than is in effect vis-a-
vis the other Sino-Soviet bloe countries.

The formulation of cxport control}policy and the administration of the export
licensing system are the primary responsibilities of the Ministry of Foreign
Trade. This Ministry is advised by a special interministerial committee which
sereens all import and export license applications for goods subject to strategie
control.

Italy employs IC/DV procedures and, when considered appropriate, earries out
end-use checks on exports of strategic goods. Import certificates are issued by
the Ministry of Foreign Trade and are granted only to firms cleared by the Min-
istry for foreign trade activity. Delivery verifications are issued by the Customs
Serviece of the Ministry of Finance. Certain strategic imports, such as ferrous
scrap and certain raw materials destined for reexport as finished products, are
kept under special customs supervision until their actual consumption in the
manufacturing process.

21

Approved For Release 2001/08/30 : CIA-RDP61S00527A000100180020-6



Approved For Release 2001/08/30 : CIA-RDP61S00527A000100180020-6
inancial Controls _
Financial control over all export transactions is maintained through the li-
censing system and through implementation of existing exchange control regula-
tions which require bank validations covering all export shipments of commercial size.

Transit Controls

In order to implement the international TAC agreement on transit controls,
instructions were issued to Italian customs offices on January 2, 1955, to the
effect that foreign commodities in transit through Italy, in order to be considered
in direct transit, must be covered by commercial or freight documents showing
ultimate destination of the commodities to a specific foreign country, which
destination should be clearly noted in the origin of the shipment. For embargo
items directed to the Soviet bloe, this requirement may be met by the presentation
of a transit authorization certificate. If a shipment of this kind arrives at an
exit customs point without the proper documentation to establish that it is in
direct transit, customs is required to hold the commodities in storage until its
status can be clarified. These regulations should, in conformity with COCOM
agreements, effectively close the loophole previously caused by the lack of control
over shipments in direct transit.

In the case of indirect transit shipments, a check is also made on the regularity
of the transaction from the foreign currency standpoint. Operators contemplat-
ing indirect transit operations must submit an application to the appropriate
ageney (Bank of Ttaly, directly or through authorized bank; or Ministry of
Toreign Trade, General Directorate for Currencies) when any item listed in
Part A of the Tabella Espori (which includes all strategic items except Inter-
national List IIT) is purchased abroad. To allow a certain flexibility, a transit
operator may purchase the goods abroad and have them shipped to Italy before
making application to the Ministry of Foreign Trade; however, in this case he
must submit to the bank which holds his currency aceount a written commitment
that the goods will be sent directly to Italy and not diverted. He must also
obtain the clearance of the General Directorate for Currencies before the goods
can be onforwarded through Italy to another country.

The routing of both direct and indirect transit shipments is kept under sur-
veillance to ascertain that it is natural and normal and to avoid routing that
may facilitate diversion.

Shipping Coatrols

The Ministry of Merchant Marine has drafted a bill which, when enacted into
law, will give the Italian Government the power to exercise control over shipping
traffic with countries of the Soviet bloc. The bill contemplates quite severe
penalties to be imposed upon owners and masters of ships failing to comply
with regulations established by the Ministry of Merchant Marine. Considera-
tion of this bill by Parliament has been delayed for more than two years, however,
and there seems to be no immediate prospect that it will be enacted into law.

Penalties

Penalties that may be imposed under Italian law for violations of export-
control regulations include (1) imprisonment up to 3 months, (2) fines up to
40,000 lire, and (8) confiscation of the merchandise involved. These penalties
have on occasion been supplemented by fines as high as 50 million lire ($80,000)
for erimes committed in connection with false customs declarations or currency
violations in export transactions. Persons and firms under investigation for
illegal export transactions are denied foreign trading privileges.

Irregularities under the customs law may be punished by fines from 2,000 to
20,000 lire, while other infractions may ineur the penalties contemplated by
the penal code.
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License Requirements

Exports of strategic items to Communist-bloe ecountries are strictly controlled.
Tigenses from the Japanese Ministry of International Trade and Industry are re-
quired for exports of any commodity on the Japanese export control list. The
latter list includes all items internationally accepted for embargo, quantitative
control, and surveillance.

End-use checks are made also on suspicious exports of strategic items, and
1C/DV procedures have been utilized since April 1, 1953.

Transit Controls

Intransit cargo is offloaded under customs supervision and is normally kept
in a bonded warehouse or other area under the complete control of customs
officials.

Japan applies TAC procedures to certain offloaded intransit cargo destined
for the Soviet bloe exported from any country cooperafing in the TAC scheme,
or which was exported from any country if the principal in the transaction is a
resident of a COCOM vountry.

Financial Controls

For balance-of-payments reasons, Japan closely controls its receipts and ex-
penditures of foreign exchange. These controls are not related to security meas-
ures except indirectly in connection with trade with Communist China and the
Soviet Union. Trade with Communist China and North Korea is largely con-
fined to barter transactions, but trade with the Soviet Union and other Commu-
nist-bloc ecountries is conducted on & cash settlement basis.

Shipping and Bunkering Controls

Japanese shipowners have been notified that Japanese vessels are not author-
ized to carry strategic goods to Communist China from Japan or from any other
pountry unless shipment hasg been licensed by a COCOM country.

Administrative measures also have been adopted to prevent foreigners from
chartering or using Japanese vessels to carry contraband goods to Communist
China or North Korea. The Ministry of Transportation has announced that
applications for approval of a bareboat or time charter of a Japanese vessel to a
foreigner must show that the cbarterer has guarantecd that during the period
of the charter the vessel will not enter any port in Communist China or North
Kores with strategic goods on board the vessel unless the ghipment has been
licensed by a COCOM country.

The Ministry of International Trade and Industry furthermore has instructed
Japanese oil companies not to furnish fuel bunkers to any vessel carrying strategic
goods to Communist Chipa or North Korea unless the ghipment has been licensed
by a COCOM country.

THE NETHERLANDS
License Requirements

All exports from the Netherlands are subject to export controls.

However, general licenses are granted for transactions involving most industrial
produets and for transactions of less than $250 (U. 8.) involving items appearing
on the international control lists, provided these transactions are with either
OEEC (Organization for European Teonomic Cooperation) or dollar area coun-
triee. Under these general licenses, an exporter completes and submits a decla-
ration to the customs, which can then approve the transaction without prior
reference 1o the licensing authorities.

Individual licenses are required for all other export transactions. Export li-
censes for industrial products are jgsued by the “Centrale Dienst voor Inen
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Vitvoer” (Central Import and Export Office) in The Hague. With respect to
the approval of applications for export licenses in cases involving strategic goods,
the IC/DV system is applied extensively. In cases involving the export of stra-
tegic goods to countries not participating in the IC/DV system, the final destina-
tion is often checked before the export license ig granted. Furthermore, the ex-
porter is, in most cases, afterwards obliged to prove that the goods exported by
him have been imported into the country mentioned in the export license as the
country of final destination. Finally, when a. shipment leaves the country, the
customs authorities have the right to satisfy themselves that the goods to be ex-
ported are identical with the description given in the export license, and that the
direction in which the shipment is being sent is not incompatible with the final
destination mentioned in the license.

Financial Controls

All financial transactions by Netherlands residents involving payments to or
received from a party abroad are subject to foreign exchange licenses. Through
the means of these licenses, it is possible to control triangular transactions in
which a Netherlands resident is involved as a middle man. Within the frame-
work of these controls, the IC/DV system is also applied.

Shipping Controls

Voyage controls have been instituted which are aimed at preventing the carriage
of certain strategic commodities by Netherlands ships to Communist China,
North Korea, and North Viet-Nam except pursuant to special permission.

Transit Controls

Pursuant to royal decree regarding the transit control of strategie commodities,
strategic goods sent from specifically mentioned countries or sbipped on the
behalf of resident of some of these countries, which after unloading pass in transit
through the Netherlands, are subject to control over their destination.

NORWAY

License Requirements

Export licenses are required for all commodities, except that certain non-
strategic items destined for non-Soviet-bloc countries no longer require an export
license. The licensing authorities using existing powers can prevent, for security
reasons, the export of any controlled item.

Norway applies IC/DV procedures.

Transit Controls

Goods which are to pass through the territory of Norway may he reexported
without license only if it is clearly stated by their conveying documents that tke
goods are going straight to the foreign destination. If the reexport does not take
place within 90 days, a Norwegian export license must be seecured. The destina-
tion listed on the original documents must remain the same, and the goods may
not be transformed in any way during their stay in the country. The customs
authority applies a control to that effect. An export license is required for all
commodities in transit to a Soviet-bloc country even though the reexport takes
place within 90 days. There are no free port areas in Norway.

Financial Controls

Strict exchange controls are maintained by the Government through the Bank
of Norway. The granting of an export license carries with it the obligation on
the part of the exporter to relinquish the foreign exchange to the Bank of Norway
as soon as received from the foreign buyer; a maximum of 60 days is allowed
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between export and remittance, although under certain cireumstances the Gov-
ernment may grant the exporter an extension of time. Transfers of capital from
Norway require the prior approval of the Bank of Norway.

Shipping Controls

The Norwegian Foreign Office announced publicly in April, 1953, that the
Norwegian war risk insurance group had refused to insure Norwegian vessels
delivering strategic articles to Communist China and North Korean ports.
The Foreign Office also announced that Norwegian ships had not violated the
United Nations Resolution of May 18, 1951, prohibiting the shipment of strategic
material to Communist China and North Korea. Several allegations that they
had done so had been investigated and found to be unjustified.

PORTUGAL

License Requirements

Exports to all foreign destinations are subject to individual export licensing.
Exports to the Portuguese overseas provinces are free of licensing except in the
case of a few items. Licenses for strategic materials are granted only after assur-
ance has been obtained as to the effective destination of the merchandise. Licenses
are not approved for exports of strategic materials to the Soviet bloc.

Import and export licensing activities are excrcised by the Division of Foreign
Trade of the Ministry of Economy and by delegated other agencies. The finan-
cial aspects of trade control are coordinated with the Ministry of Finance through
the Bank of Portugal. In recent years, Portuguese exports to the Soviet bloc as a
whole, consisting almost entirely of cork and its products, have substantially
exceeded imports, resulting in a net exchange balance to Portugal.

The Portuguese overseas provinces exercise varying degrees of trade and ex-
change control.

Transit Controls
Portuguese controls over goods in transit have been under study for some time

and are expected to be amended to establish additional safeguards against unde-
sirable diversions of strategic commodities.
Shipping Controls

Portugal does not exercise voyage licensing, but Portuguese vessels plying
between Europe and Macao have been instructed not to accept cargo for Macao
unless it is covered by a Macao import certificate. There have been no Portu-
guese flag shipping services to Soviet-bloc ports in recent years.

TURKEY
License Requirements

Export licenses are required for most of the important export commodities,
including all goods considered to be of a strategic nature. The goods which
are subject to export licenses appear on List II attached to the Turkish foreign
trade regulations issued in September, 1953. For the goods appearing on that
list, export licenses are required for shipments to all destinations; the licenses
are issued by the Ministry of Economy and Commerce, with the exception of
some agricultural commodities for which authority to grant export licenses has
been delegated to other organizations. Goods not appearing on List IT may
be exported upon the presentation of a customs exit declaration which is based
on the exporter’s application. All exports are subject to strict foreign exchange
regulations.

Turkey applies IC/DV procedures with respect to the shipment of strategic
commodities.
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ransit Controls

Goods which are to pass through the territory of Turkey may be reexported
without license only if all shipping doeuments (including bill of lading and
ship’s manifest) and outer containers carry the name of the Turkish port of
transit, the phrase “in transit to”” and the name of the city and country of destina-~
tion. Goods entered in transit may be reexported without further control; how-
ever, the Government reserves the right to inspect transit shipments in cases of
suspicion of irregularity. The reexport of goods covered by “in transit” bills of
lading, without an export license, is contingent on proof that the goods were not
purchased with foreign exchange made available by Turkish authorities,

The reexportation of all foreign goods cleared through Turkish customs is
subject to the authorization of the Ministry of Economy and Commerce.

The Turkish Government is authorized by law to establish free zones in Turkish
ports, but thus far no such free zone has been established.

Turkey has established TAC procedures.

Financial Controls

Strict exchange controls are maintained by the Government through the Min-
istry of Finance and the Central Bank. Turkish exporters are required to sell
to & bank in Turkey the foreign exchange proceeds of exports within 3 months
from the date of exportation and within 15 days of the date of receipt of the
foreign exchange by the exporters. Foreign exchange may be sold to persons
and firms in Turkey only by banks, against permits issued by the Ministry of
Finance. All payments in foreign exchange, from funds available abroad to
persons and firms in Turkey, are subject to the authorization of the Ministry of
Finance. Other capital transactions involving foreign exchange, by persons and
firms in Turkey, are also subject to the authorization of the Ministry of Finance.

UNITED KINGDOM

License Requirements )

The export control system in the United Kingdom is similar to but not identiecal
with that of the United States. It is administered by the Board of Trade. Al-
though the present system grew out of measures originally promulgated at the
start of World War II, its primary purpose now is the restriction of the flow of
strategic goods to undesirable destinations and the conservation of goods in short
supply. The United Kingdom security trade control program was instituted
in 1947.

The United Kingdom export control mechanism operates in the following
manner:

Export control orders which detail the items subject to control are published
documents, and revisions are issued in the Board of Trade Journal (an official
weekly). The current orders provide that certain specified goods are controlled
to all destinations; certain other specified goods are controlled to all destinations
other than the British Commonwealth, the Irish. Republie, and the United States
of America; and that certain other specified goods are controlled to specified
countries in the Middle East.

The extent of the restriction on individual items is reflected in the administra-
tion of the control. Strict control is maintained over items whieh are prohibited
exportation to certain areas, as, for instance, aircraft, firearms, ammunition, and
atomic materials. The exportation of a range of goods of strategic importance
to the Sino-Soviet bloe is prohibited, and the export of many other items to the
bloc is subject to limitations as to quantities to be shipped. In addition, there is a
large number of items the export of which is closely watched.

The United Kingdom has effectively implemented IC/DV procedures.

26

Approved For Release 2001/08/30 : CIA-RDP61S00527A000100180020-6



Approved For Rlelease 2001/08/30 : CIA-RDP61500527A000100180020-6

Transit Controls

The United Kingdom has had in effect since November, 1951, a system whereby
certain items arriving from other countries are subject to transshipment control.
Individual licenses are required for all of the items on the licensing list before any
of the goods, after being landed in the United Kingdom, can be transshipped to
any destination other than the British Commonwealth, Ireland, and the United
States. The present control is operated over all goods embargoed to the Sino-
Soviet bloe. In administering the control, the British authorities normally grant
licenses when they are satisfied that the goods will not be diverted to the Soviet
bloe, Communist China, ete., contrary to the wishes of the exporting country.

The United Kingdom also cooperates fully in the implementation of the TAC
scheme.
Transaction Controls

As one of the reinforcement measures to strengthen security controls agreed
when the Soviet-bloc embargo list was reviewed in 1954, the United Kingdom
introduced a control on merchanting transactions operative from January 7,
1955. This control prohibits the disposal by persons in, or ordinarily resident in,
the United Kingdom of specified strategic goods which are situated outside the
United Kingdom to any authority of, or person in, the Sino-Soviet bloe, or to
any other person if the person disposing of the goods has reasonable cause to
believe that the goods will be imported directly or indirectly into the Sino-Soviet
bloe. The goods covered by the control are those which are subjeet to embargo
for Soviet-bloc countries. .
Shipping Controls

In order to restrict further the flow of strategic goods to China, and as an
additional measure of control, a statutory order (titled the Control of Trade
by Sea (China and North Korea) Order, 1953) was made on March 13, 1953,
pursuant to which the Ministry of Transport and Civil Aviation is empowered
to control all shipping to China and North Korea. In essence, the order applies
to all British ships having a gross tonnage of 500 tons, limits the type of trade
in which the ships may engage and the voyages which may be undertaken, affects
the class of cargo or passengers which may be carried, and imposes certain con-
ditions on the hiring of ships. The present control is operated on goods em-
bargoed to the Sino-Soviet bloe and goods whose export is subject to limitations.

While formal shipping controls were not adopted until March 17, 1953, British
shipping circles were kept under fairly close serutiny by the Government ever
since the adoption on May 18, 1951, by the Additional Measures Committee of
the United Nations, of the resolution to apply economic sanctions against Com-
munist China as a result of her aggressive intervention in Korea.

Complementary controls over the bunkering of vessels carrying strategic cargo
(as defined in the Shipping Control Order) to Communist China were adopted
at the same time that the order affecting shipping became operative. These
controls are administered by the Ministry of Power on an informal basis, in
cooperation with British oil companies which deny bunkers to ships carrying
strategic cargo to Communist China.

. UNITED STATES
Export Controls in General
The Department of Commerce, under the Export Control Act of 1949, as
amended, is responsible for controls over nearly all commercial exportations from
the United States.
The Department of State is responsible for controls over the exportation of
arms, ammunition, and implements of war; the Atomic Energy Commission

27

Approved For Release 2001/08/30 : CIA-RDP61S00527A000100180020-6



: - 100180020-6
Apprayed.For Release 2001/08/30. : CIA-RDP61500527A000

§ over the export of major atomic items; and the Department
of the Treasury administers controls over the exportation of gold and narecoties.

Export Controls of the Department of Commerce

The export control regulations administered by the Department of Commerce
are contained in the Comprehensive Export Schedule, published annually by
the Bureau of Foreign Commerce (BFC) of the Department of Commerce.
Changes in these regulations are published regularly by BFC in Current Export
Bulletins. These publications must be consulted to determine the applicable
requirements for the exportation of any given commodity to a specific destination.
Quarterly Reports submitted by the Secretary of Commerce to the President
and to the Congress under the Export Control Act review the activities of the
Department of Commerce in carrying out the Export Control Program, including
major policy changes.

Exports to all destinations, except Canada, are controlled either through the
issuance of a validated export license or the establishment of a general license
permitting such shipments.

A validated export license is a formal document issued to an exporter by the
Department of Commerce which authorizes exportation within specific limitations.
Validated licenses are required for shipments to virtually all destinations of
commodities identified in the Positive List of Controlled Commodities. This list
is maintained on a current basis in the Comprehensive Export Schedule.

Export controls are maintained by the Department of Commerce for short-
supply reasons or for security reasons. Both export control policies reflect
established United States foreign policy and international responsibilities.

The objective of security controls is to exercise the necessary vigilance over
exports from the standpoint of their significance to the national seourity., These
controls are designed to prevent or restrict the exportation of strategic com-
modities to the Soviet bloc in order to impede the buildup and maintenance of
Soviet war potential. Shipments of all commodities to Communist China and
North Korea are embargoed. Shipments to other Soviet-bloe destinations, except
Poland, and to Macao are either denied or restricted, with the exception of certain
nonstrategic commodities which, since April 26, 1956, may be shipped to the
European Soviet bloc under General License GLSA. A validated license is re-
quired for exportations to Hong Kong and Macao with the exception of certain
commodities which may be shipped under General License GHK and shipments of
other nonstrategic commodities valued at $25 or less. In addition, proposed ship-
ments of strategic commodities to all destinations, except Canada, are carefully
serutinized to assure that the goods will not be transshipped or diverted to un-
friendly hands. To prevent frustration of United States export eontrols, the De-
partment of Commerce is eareful to assure that no item of strategic significance is
shipped to a eountry which (1) ships identical or closely similar items to the
Soviet blog, or (2) would use the American item directly in the manufacture of
strategic items for the Soviet bloe.

Since August 29, 1957, in accordance with the United States Government’'s
avowed desire to facilitate exports of agricultural commodities and industrial
equipment for the benefit of the Polish people and to assist in strengthening
Poland’s civilian economy, many non-Positive List commodities may be shipped
to Poland under general license. However, shipments of Positive List commodi-
ties and of a group of non-Positive List commodities of some strategic value con-
tinue to require validated licenses.

In order to prevent unauthorized transshipment abroad of commodities of
United States origin, the Department of Commerce has regulations covering the
movement of such commoditics after they leave the United States. These

28

Approved For Release 2001/08/30 : CIA-RDP61S00527A000100180020-6



Approvedfar Ralsass 2001/08/39.+,C'ARPRS1500527A000100180020-6

from the country of ultimate destination unless prior written authorization from
the Department of Commerce is obtained. The cxport control regulations also
restrict vessels, aireraft, or other carriers from delivering goods of United States
origin to unauthorized destinations. Moreover, the United States participates
in the international IC/DV system.

In addition to security controls, it is necessary to administer export controls for
short-supply reasons in order to protect the domestic economy of the United States
from an excessive drain of scarce materials and to reduce the inflationary impact
of abnormal demand. Such controls are usually exercised by means of export
programs or quotag fixed by the Secretary of Commerce. At the present time
there are no short supply controls.

Transit Controls

A validated export license is required for the exportation from the United States
of certain strategic goods which are destined to a foreign country and which move
in transit through the United States. The commodities so controlled are the ones
which are identified on the Positive List of Controlled Commodities by the letter
“C.” Inaddition, any commodities in transit through the United States to Soviet-
bloc destinations require a validated export license. These procedures are used
to implement United States participation in the TAC scheme.

Shipping Controls

Department of Commerce Transportation Order T—1 denies any United States-
registered vessel or aircraft authority to carry items (1) listed on the Positive List
of Controlled Commodities, (2) arms, ammunition, and implements of war or 3)
fissionable material to any Soviet-bloe destination, Hong Kong, or Macao without
a validated license issued by the Department of Commetce or by another appro-
priate licensing agency, or without the express permission of the Under Secretary
of Commerce for Transportation. This order includes shipments from foreign
ports as well as from the United States.

Department of Commerce Transportation Order T—2 prohibits the transporta-
tion of any commodities directly or indirectly to Communist China, North Korea,
or areas under their control, by United States-registered vessels or aircraft. It
also prohibits American ships and aircraft from calling at any point in Communist
China, North Korea, or areas under their control,

A validated license is required for delivery in United States ports of specified
types of petroleum and petroleum products to a foreign vessel or aircraft, if the
foreign carrier has called at any point under Far Eastern Communist control or at
Macao during the 180 days preceding the date on which such commodities are to
be laden aboard the vessel or aircraft, or if the carrier will carry any commodities
regardless of origin, destined directly or indirectly for any such point, within a
period of 120 days in the case of a vessel, or 30 days in the case of an aireraft. Ifa
carrier is registered in or under charter to a Soviet-bloe country or is under charter
to a national of a Soviet-blo¢ country, a validated license must be obtained from
the Department of Commerce prior to loading aboard the carrier any petroleum
and petroleum produets and certain equipment and spare parts.

American petroleum companies at certain foreign ports are prohibited without
a Treasury Department authorization from bunkering any vessel bound for a
Communist Far Eastern port or Macao or which is carrying goods destined for
Communist China or North Korea. Similar restrictions apply to the bunkering by
these companies of vessels returning from Communist Far Eastern ports or Macao.

Financial and Transaction Controls
The Foreign Assets Control Regulations, administered by the Treasury Depart-
ment, block the assets here of Communist China, North Korea and their nationals,
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c ommunist

and prohibit unlicensed dealings involving property in whi ina,
or North Korea, or their nationals, have any interest. The regulations prevent
the use of United States financial facilities by those countries and their nationals.
These regulations also prohibit the unlicensed importation of goods of Chinese
Communist or North Korean origin.

Treéasury regulations also prohibit Americans, 1ncludmg foreign subsidiaries of
United States firms, from participating in the purchase or sale of certain important
commodities for ultimate shipment from any country outside the U. 8. to the
countries of the Soviet bloe. Attempts to do the prohibited acts are also covered.
These transactions controls, which are complementary to the United States
export.control laws, are administered by the Treasury Department under Foreign
Agsets Control Regulations.
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Text of the Mutual Defense Assistance
Control Act of 1951 [H. R. 45507, Public
Law 213, 82d Congress, 65 Stat. 644,
Approved October 26, 1951

AN ACT To provide for the control by the United States and cooperating foreign
nations of exports to any nation or combination of nations threatening the
security of the United States, including the Urion of Soviet Socialist Republics
and all countries under its domination, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United

States of America in Congress assembled, That this Act may be cited

as the “Mutual Defense Assistance Control Act of 1951.”

TITLE I—WAR MATERIALS

Sec. 101.  The Congress of the United States, recognizing that in a
world threatened by aggression the United States can best preserve
and maintain peace by developing maximum national strength and by
utilizing all of its resources in cooperation with other free nations,
hereby declares it to be the policy of the United States to apply an
embargo on the shipment of arms, ammunition, and implements of
war, atomic energy materials, petroleum, transportation materials of
strategic value, and items of primary strategic significance used in the
production of arms, ammunition, and implements of war to any nation
or combination of nations threatening the security of the United
States, including the Union of Soviet Socialist Republics and all coun-
tries under its domination, in order to (1) increase the national
strength of the United States and of the cooperating nations; (2)
impede the ability of nations threatening the security of the United
States to conduct military operations; and (3) to assist the people
of the nations under the domination of foreign aggressors to reestab-
lish their freedom.

It is further declared to be the policy of the United States that no
military, economic, or financial assistance shall be supplied to any
nation unless it applies an embargo on such shipments to any nation
or combination of nations threatening the security of the United
States, including the Union of Soviet Socialist Republics and all
countries under its domination.
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This Act shall be administered in such a way as to bring about the
fullest support for any resolution of the General Assembly of the
United Nations, supported by the United States, to prevent the ship-
ment of certain commodities to areas under the control of govern-
ments engaged in hostilities in defiance of the United Nations.

Sec. 102. Responsibility for giving effect to the purposes of this
Act shall be vested in the person occupying the senior position author-
ized by subsection (e) of section 406 of the Mutual Defense Assistance
Act of 1949, as amended, or in any person who may hereafter be
charged with principal responsibility for the administration of the
provisions of the Mutual Defense Assistance Act of 1949. Such
person is hereinafter referred to as the “Administrator.”

Smc. 103. () The Administrator is hereby authorized and directed
to determine within thirty days after enactment of this Act after full
and complete consideration of the views of the Department of State,
Defense, and Commerce; the Economic Cooperation Administration;
and any other appropriate agencies, and notwithstanding the pro-
visions of any other law, which items are, for the purpose of this
Act, arms, ammunition, and implements of war, atomic energy ma-
terials, petroleum, transportation materials of strategic value, and
those items of primary strategic significance used in the production
of arms, ammunition, and implements of war which should be embar-
goed to effectuate the purposes of this Act: Provided, That such deter-
minations shall be continuously adjusted to current conditions on the
basis of investigation and consultation, and that all nations receiving
United States military, economic, or financial assistance shall be kept
informed of such determinations.

(b) All military, economic, or financial assistance to any nation
shall, upon the recommendation of the Administrator, be terminated
forthwith if such nation after sixty days from the date of a deter-
mination under section 103 (2) knowingly permits the shipment to
any nation or combination of nations threatening the security of the
United States, including the Union of Soviet Socialist Republics and
all countries under its domination, of any such item which he has deter-
mined under section 103 (a) after a full and complete investigation
to be included in any of the following categories: Arms, ammunition,
and implements of war, atomic energy materials, petroleum, transpor-
tation materials of strategic value, and items of primary strategic
significance used in the production of arms, ammunition, and imple-
ments of war: Provided, That the President after receiving the advice
of the Administrator and after taking into account the contribution
of such country to the mutual security of the free world, the impor-
tance of such assistance to the security of the United States, the
strategic importance of imports received from countries of the Soviet
bloe, and the adequacy of such country’s controls over the export to
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the Soviet bloc of items of strategic importance, may direct the con-
tinuance of such assistance to a country which permits shipments of
items other than arms, ammunition, implements of war, and atomic
energy materials when unusual circumstances indicate that the cessa-
tion of aid would clearly be detrimental to the security of the United
States: Provided further, That the President shall immediately report
any determination made pursuant to the first proviso of this section
with reasons therefor to the Appropriations and Armed Services
Committees of the Senate and of the House of Representatives, the
Committee on Foreign Relations of the Senate, and the Committee
on Foreign Affairs of the House of Representatives, and the President
shall at least once each quarter review all determinations made previ-
ously and shall report his conclusions to the foregoing committees of
the House and Senate, which reports shall contain an analysis of the
trade with the Soviet bloc of countries for which determinations have
been made.

Sec. 104. Whenever military, economic, or financial assistance has
been terminated as provided in this Act, such assistance can be resumed
only upon determination by the President that adequate measures
have been taken by the nation concerned to assure full compliance
with the provisions of this Act.

Sec. 105. For the purposes of this Act the term ‘“assistance” docs
not include activities carried on for the purpose of facilitating the
procurement of materials in which the United States is deficient.

TITLE II-—OTHER MATERIALS

Szc. 201. The Congress of the United States further declares it to
be the policy of the United States to regulate the export of commodi-
ties other than those specified in Title I of this Act to any nation or
combination of nations threatening the security of the United States,
including the Union of Soviet Socialist Republics and all countries
under its domination, in order to strengthen the United States and
other cooperating nations of the free world and to oppose and offset
by nonmilitary action acts which threaten the security of the United
States and the peace of the world.

Sgc. 202. The United States shall negotiate with any country re-
ceiving military, economic, or financial assistance arrangements for
the recipient country to undertake a program for controlling exports
of items not subject to embargo under Title I of this Act, but which
in the judgment of the Administrator should be controlled to any
nation or combination of nations threatening the security of the
United States, including the Union of Soviet Socialist Republics and
all countries under its domination.

Skc. 203. All military, economic, and financial assistance shall be
terminated when the President determines that the recipient country
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(1) is not effectively cooperating with the United States pursuant
to this title, or (2) is failing to furnish to the United States infor-
mation sufficient for the President to determine that the recipient
country is effectively cooperating with the United States.

TITLE III-GENERAL PROVISIONS

Sec. 301. All other nations (those not receiving United States
military, economic, or financial assistance) shall be invited by the
President to cooperate jointly in a group or groups or on an individual
basis in controlling the export of the commodities referred to in Title
I and Title IT of this Act to any nation or combination of nations
threatening the security of the United States, including the Union
of Soviet Socialist Republics and all countries under its domination.

Suc. 302. The Administrator with regard to all titles of this Act
shall—

(a) coordinate those activities of the various United States
departments and agencies which are concerned with security con-
trols over exports from other countries;

(b) make a continuing study of the administration of export
control measures undertaken by foreign governments in accord-
ance with the provisions of this Act, and shall report to the
Congress from time to time but not less than once every six
months recommending action where appropriate; and

(¢) make available technical advice and assistance on export
control procedures to any nation desiring such cooperation.

Sec. 303. The provisions of subsection (a) of section 403, of section
404, and of subsection (c¢) and (d) of section 406 of the Mutual Defense
Assistance Act of 1949 (Public Law 329, Eighty-first Congress), as
amended, insofar as they are consistent with this Act, shall be appli-
cable to this Act. Funds made available for the Mutual Defense
Assistance Act of 1949, as amended, shall be available for carrying out
this Act in such amounts as the President shall direct.

Szc. 304. In every recipient country where local currency is made
available for local currency expenses of the United States in connection
with assistance furnished by the United States, the local currency
administrative and operating expenses incurred in the administration
of this Act shall be charged to such local currency funds to the extent
available.

Sec. 305. Subsection (d) of section 117 of the Foreign Assistance
Act of 1948 (Public Law 472, Eightieth Congress), as amended, and
subsection (a) of section 1302 of the Third Supplemental Appropria-
tion Act, 1951 (Public Law 45, Eighty-second Congress), are repealed.
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