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EMIGRATION AMENDMENT TO THE TRADE REFORM
ACT OF 1974 "

TUESDAY, DECEMBER 3, 1974

U.S. SENATE,
CoXMrrrE ON FINANCE,

Wa ngton, D.C.
The committee met, pursuant to notice, at 10:30 a.m., in room 2221,

Dirksen Senate Office Building, Senator Russell B. Long, chairman,
presiding.

Present: Senators Long, Hartke, Ribicoff, Bryd Jr of Virginia,
Nelson, Mondale, Gravel, Bentsen, Bennett, Curtis, Hansen, Dole,
Packwood, and Roth Jr.

The CHAIRMAN. This hearing will come to order.
Mr. Secretary, we are plead to have you here today and I amsure

that you are prepared to discuss title IV of the bill and the administra-
tion's position with regard to the Jackson-Ribicoff-Javits amendment
2000.

[The amendment referred to, title IV of the bill, H.R. 10710, as
reported, and an excerpt from the Senate report concerning title IV
follows. Hearing commences on p. 51.]
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Calda No. 1231
9 3D CONGRESS2H. K. 10710

4b IN THE SENATE OF THE UNITED STATES

Dczxma 2, 1P74

Ordered to lie on the table and to be printed

AMENDMENTS
Intended to be proposed by Mr. JACKSON (for himself, Mr.

RIBICOFF, and Mr. JAVITS) to H.R. 10710, an Act. to
promote the development of an open, nondiscriminatory, and
fair world economic system, to stimulate the economic
growth of the United States, and for other purposes, viz:

1 On page 247, line 15, strike out "(c)" and insert

2 "(e) ", and after line 14, insert the following:

3 "(c) (1) During the 18-month period beginning on

4 the date of the enactment of this Act, the President is au-

5 thorized to waive by Executive order the application of sub-

6 section (a) and (b) with respect to any country, if he re-

7 ports to the Congress that-

8 "(A) he has determined that suech waiver will

9 substantially promote the objectives of this section; and

Amd. No. Z001
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1 "(B) he has received assurances that the emigration

2 practices of that country will henceforth lead substan-

3 tially to the achievement of the objectives of this section.

4 "(2) During any period subsequent to the 18-month

5 period referred to in paragraph (1), the President is au-

6 thorized to waive by Executive order the application of sub-

7 sections (a) and (b) with respect to any country, if the

8 waiver authority granted by this subsection continues to

9 apply to such country pursuant to subsection (d), and if he

10 reports to the Congress that-

11 "(A) he has determined that such waiver will

12 substantially promote the objectives of this section; and

13 "(B) he has received assurances that the emigra-

14 tion practices of that country will henceforth lead sub-

15 stantially to the achievement of the objectives of this

16 section.

17 "(3) A waiver with respect to any country shall termi-

18 nate on the day after the waiver authority granted by this

19 subsection ceases to be effective with respect to such country

20 pursuant to subsection (d). The President may, at any time,

21 terminate by Executive order any waiver granted under

22 this subsection.

23 "(d) (1) If the President determines that the extension

24 of the waiver authority granted by subsection (c) (1) will

25 substantially promote the objectives of this section, he may
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1 recommend to the Congress that such authority be extended

2 for a period of 12 months. Any such recommendation shall-

3 "(A) be made not later than 30 days before the

4 expiration of such authority;

5 "(B) be made in a document transmitted to the

6 House of Representatives and the Senate setting forth

7 his reasons for recommending the extension of such

8 authority; and

9 "(C) include, for each country with respect to

10 which a waiver granted under subsection (c) (1) is in

11 effect, a determination that continuation of the waiver

12 applicable to that country will substantially promote

13 the objectives of this section, and a statement setting

14 forth his reasons for such determination.

15 "(2) If the President recommends under paragraph (1)

16 the extension of the waiver authority granted by subsection

17 (c) (1), such authority shall continue in effect with respect

18 to any country for a period of 12 months following the end

19 of the 18-month period referred to in subsection (c) (I), if,

20 before the end of such 18-month period, the House of Rep-

21 resentafives and the Senate adopt, by an affirmative vote of
22 a majority of the Members present and voting in each House

23 and under the procedures set forth in section 153, a con-

24 current resolution approving the extension of such author-

25 ity, and such resolution does not name such country as being
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1 excluded from such authority. Such authority shall cease to

2 be effective with respect to any country named in such con-

3 current resolution on the date of the adoption of such con-

4 current resolution. If before the end of such 18-mvnth period,

5 a concurrent resolution approving the extension of such au-

6 thority is not adopted by the House and the Senate, but

7 both the House and Senate vote on the question of final

8 passage of such a concurrent resolution and-

9 "(A) both the House and the Senate fail to pass

10 such a concurrent resolution, the authority granted by

11 subsection (c) (1) shall cease to be effective with re-

12 spect to all countries at the end of such 18-month period;

13 "(B) both the House and the Senate pass such a

14 concurrent resolution which names such country as being

15 excluded from such authority, such authority shall cease

16 to be effective with respect to such country at the end

17 of such 18-month period; or

18 "(C) one House fails to pass such a concurrent res-

19 olution and the other House passes such a concurrent

20 resolution which names such country as being excluded

21 from such authority, such authority shall cease to be

22 effective with respect to such country at the end of such.

23 18-month period.

24 "(3) If the President recommends under paragraph

25 (1) the extension of the waiver authority granted by sub-
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1 section (c) (1), and at the end of the 18-month period

2 referred to in subsection (c) (1) the House of Representa-

3 tives and the Senate have not adopted a concurrent reso-

4 lution approving the extension of such authority and sub-

5 paragraph (A) of paragraph (2) does not apply, such

6 authority shall continue in effect for a period of 60 days

7 following the end of such 18-month period with respect

8 to any country (except for any country with respect to

9 which such authority was not extended by reason of the

10 application of subparagraph (B) or (C) of paragraph

11 (2) ), and shall continue in effect for a period of 12 months

12 following the end of such 18-month period with respect to

13 any such country if, before the end of such 60-day period,

14 the House of Representatives and the Senate adopt, by an

15 affirmative vote of a majority of the Members present and

16 voting in each House and under the procedures set forth

17 in section 153, a concurrent resolution approving the exten-

18 sion of such authority, and such resolution does not name

19 such country as being excluded from such authority. Such

20 authority shall cease to be effective with respect to any

21 country named in such concurrent resolution on the date of

2 the adoption of such concurrent resolution. If before the end

23 of such 60-day period, a concurrent resolution approving the

24 extension of such authority is not adopted by the House

25 and Senate, but both the House and Senate vote on the
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1 question of final passage of such a concurrent resolution

2 and-

3 "(A) both the House and the Senate fail to pass

4 such a concurrent resolution, the authority granted by

5 subsection (c) (1) shall cease to be effective with re-

6 spect to all countries on the date of the vote on the ques-

7 tion of final passage by the House which votes last;

8 "(B) both the House and tie Senate pass such a

9 concurrent resolution which names such country as being

10 excluded from such authority, such authority shall cease

11 to be effective with respect to such country at the end

12 of such 60-day period; or

13 "(C) one House fails to pass such a concurrent

14 resolution and the other House passes such a concurrent

15 resolution which names such country as being ex-

16 eluded from such authority, such authority shall cease

17 to be effective with respect to such country at the end

18 of such 60-day period.

19 "(4) If the President recommends under paragraph (1)

20 the extension of the waiver authority granted by subsection

21 (c) (1), and at the end of the 60-day period referred to in

22 paragraph (3) the House of Representatives and the Senate

23 have not adopted a concurrent resolution approving the ex-

24 tension of such authority and subparagraph (A) of paragraph

25 (8) does not apply, such authority shall continue in effect
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1 until the end of the 12-month period following the end of the

2 18-month period referred to in subsection (c) (1) with

3 respect to any country (except for any country with respect

4 to which such authority was not extended by reason of the

5 application of subparagraph (B) or (C) oi paragraph (2)

6 or subparagraph (B) or (C) of paragraph (3)), unless

7 before the end of the 45-day period following such 60-day

8 period either the House of Representatives or the Senate

9 adopts, by an affirmative vote of a majority of the Members

10 present and voting in that House and under the procedures

11 set forth in section 153, a resolution disapproving the exten-

12 sion of such authority generally or with respect to such

13 country specifically. Such authority shall cease to be effective

14 with respect to all countries on the date of the adoption by

15 either House before the end of such 45-day period of a res-

16 olution disapproving the extension of such authority, and

17 shall cease to be effective with respect to any country on the

18 date of the adoption by either House before the end of such

19 45-day period of a resolution disapproving the extension of

20 such authority with respect to such country.

21 "(5) If the waiver authority granted by subsection (c)

22 has been extended under paragraph (3) or (4) for any

23 country for the 12-month period referred to in such para-

24 graphs, and the President determines that the further exten-

25 sion of such authority will substantially promote .the objeo-
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1 tives of this section, he may recommend further extensions of

2 s&ch authority for successive 12-month periods. Any such

3 recommendation shall-

4 "(A) be made not later than 30 days before 6he

5 expiration of such authority;

6 "(B) be made in a document transmitted to the

7 House of Representatives and the Senate setting forth

8 his reasons for recommending the extension of such

9 authority; and

10 " (C) include, for each country with respect to

11 which a waiver granted under subsection (c) is in effect,

12 a determination that continuation of the waiver appli-

13 cable to that country will substantially promote the objec-

14 tives of this section, and a statement setting forth his

15 reasons for such determination.

16 If the President recommends the further extension of such

17 authority, such authority shall continue in effect until tie end

18 of the 1'2-month period following tie end of the previous

19 12-month extension with respect to any country (except

20 for any country with respect to which such authority has

21 not been extended under this subsection), unless before the

22 end of the 60-day period following such previous 12-month

23 extension, either the House of Representatives or the Senate

24 adopts, by an affirmative vote of a majority of the Members

25 present and voting in that House and under the procedures



10

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

9

set forth in section 153, a resolution disapproving ie extension

of such authority generally or with respect to such country

specifically. Such authority shall cease to be effective with

respect to all countries on the date of the adoption by either

house before the end of such 60-day period of a resolution

disapproving te extension of such authority, and shall cease

to be effective with respect to any country on the date of

the adoption by either House before the end of such 60-day

period of a resolution disapproving the extension of such

authority with respect to such country.".

On page 75, line 9, strike out "section 152" and insert

"sections 152 and 153". 4 1

On page 75, line 19, strike out "section 152 (a)" and

insert "sections 152 (a) and 153 (a) ".

On page 94, after line 14, insert the following:

"SEC. 153. RESOLUTIONS RELATING TO EXTENSION OF

WAIVER AUTHORITY UNDER SECTION 402.

"(a) CONTENTS OF RMSOLUTIONs.-For purposes of

this section, the term 'resolution' means only-

"(1) a concurrent resolution of the two Houses of

the Congress, the mattr after the resolving clause of

which is as follows: 'That the Congress approves the

extension of the authority contained in section 402 (c)

(1) of the Trade Reform Act of 1974 recommended

by the President to the Congress on , ex-
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cept with respect to .', with the first blank

2 space heing filled with the appropriate date and the sec-

3 ond blank space being filled with the names of those

4 countries, if any, with respect to which such extension of

5 authority is not approved, and with the except clause

6 being omitted if there is no such country; and

7 "(2) a resolution of either Houqe of the Congress,

8 the matter after the resolving clause of which is as fol-

9 lows: 'That the does not approve the

10 extension of tie authority contained in section 402 (c)

11 of the Trade Reform Act of 1974 recommended by thf;

12 President to the Congress on with respect

13 to .', with the first blank space being filled

14 with the name of the resolving House, the second blank

15 space being filled with the appropriate date, and the

16 third blank space being filled wvith the names of those

17 countries, if any, with respect to which such extension of

18 authority is not approved, and with the with-respect-to

19 clause being omitted if the extension of the authority is

20 not approved with respect to any country.

21 "(b) APPLICATION OF RULES OF SECTION 152;

22 ExcEpTiONs.

23 "(1) Except as provided in thisseotion, the provi-

24 sions of section 152 shall apply to resolutions described

2,5 in subsection (a).
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"(2) In applying section 152 (c) (1), all calendar

days shall be counted, and, in the case of a resolution

related to section 402 (d) (4), 20 calendar days shall be

substituted for 30 days.

"(3) That part of section 152 (d) (2) which pro-

vides that no amendment is in order shall not apply to

any amendment to a resolution which is limited to strik-

ing out or inserting the names of one or more countries

or to striking out or inserting an except clause, in the

case of a resolution described in subsection (a) (1), or

a with-respect-to clause, in the case of a resolution de-

scribed in subsection (a) (2). Debate in the House of

Representatives on any amendment to a resolution shall

be limited to not more than one hour which shall be

equally divided between those favoring and those oppos-

ing the amendment. A motion in the House to further

limit debate on an amendment to a resolution is not

debatable.

"(4) That part of section 152 (e) (4) which pro-

vides that no amendment is in order shall not apply to

any amendment to a resolution which is limited to strik-

ing out or inserting the names of one or more countries

or to striking out or inserting an except clause, in the

case of a resolution described in subsection (a) (1), or

a with respect to clause, in the case of a resolution de.
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1 cribed in subsection (a) (2). The time limit on debate

2 on a resolution in the Senate under section 152 (e) (2)

3 shall include all amendments to a resolution. Debate i

4 the Senate on any amendment to a resolution shall be

5 limited to not more than 1 hour, to be equally divided

6 between, and controlled by, the mover and the manager

7 of the resolution, except that in the event the manager

8 of the resolution is in favor of any such amendment, the

9 time in opposition thereto shall be controlled by the

10 minority leader or his designee. The majority leader and

11 minority leader may, from time under their control on

12 the passage of a resolution, allot additional time to any

13 Senator during the consideration of any amendment. A

14 motion in the Senate to further limit debate on an amend-

15 ment to a resolution is not debatable.

16 " (C) CONSIDERATION OF SECOND RESOLUTION NOT IN

17 ORDER.-It shall not be in order in either the House of Repre-

18 sentatives or the Senate to consider a resolution with respect

19 to a recommendation of the President under section 402 (d)

20 (other than a resolution described in subsection (a) (1) re-

21 ceived from the other House), if that House has adopted a

22 resolution with respect to the same recommendation.".

23 On page 94, line 15, strike out "153" and insert "154".

24 On page 94, line 18, after "302 (a)," insert "402 (d),".

42-902 0 - 74 - 2
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Caledar No. 1231
93) CONGRESSH. . 10710

[Report ?No. 93-1298]

IN THE SENATE OF THE UNITED STATES

Dwncui 12,1978

Read twice and referred to the Committee on Finance

NovzmazR 26,1974
Reported by Mr. Loto, with amendments

[Omit tle part struck through and tzemrt the part printed In italic]

7. TITLE IV--TRADE RELATIONS WITH
8 COUNTRIES NOT. - YNG
9.. CURRENTL Y :RECEIVING NON-

'DISCRIMINATORY TREATMENT
11-, SEC. 401. EXCEPTION OF THE., PRODUCTS. 1OF CERTAW

-12 - -COUNTRIES OR AI.AS.

13 Except as otherwise providedin tis .Otle,.the, Presidejut

14, shl..il continue to. deny. nondiscriminatory treatment to t$e

15 :.,. produots .of., any -country, the products of which.:were not
16- eligible for epiwma. 4.,et&.'. eeM t th .e rates se forth -in

17 rate column numbered 1 of the Tariff Schedules of the United

181 .,.$t. on the, date of the enaetmept of- thia Act.

19i'. S1W. 40L FREEDOM .OF MIGRATIONN IN EAST-.WEST

20 TRADE.

21: (a) To awure thp, continued, dediaatiow~of the Unitei

2 ;Sttes to fundamental humnw rights, an4 notw andpi

23,-any other-provision.of law, onor.-a4ter tho dateof. the eneact-

A., ment of this Act products from .any rnonmnket eco ,

M.,,, country shaH,, aot .be eligible, to. yeeeive !-,no ..



15 1-

246

1 treatment, (most-favored-nation treatment), such country

2 shall not participate in any program of the Government of

S the United States which extends credits or credit guarantees

4 or investment guarantees, directly or, indirectly, and the

5 President of the United States shall not conclude any com-

6 mercial agreement with any such country, during the period

7. beginning with the date on which the President determines

8 that such country-

0-. (1) denies its citizens the right or opportunity to

1o emigrate;
11 (2) imposes more than a nominal tax on emigra-

:12 tion or on the visas or other documents required for

18 emigration, for any purpose or cause whatsoever; or

14 (3) imposes more than a nominal tax, levy, fine,

15 fee, or other charge on any citizen as a onsequence_

16 of the desire of such citizen to emigrate to the country

17 of his choice,

18 and ending on the date on which the President determines

19 that such country is no longer in violation of paragraph (1),

20 (2), or (8).

21 (b) After the date of the enactment of this Act, (A)

29' products of a nonmarket economy country may be eligible

2S to receive nondiscriminatory treatment (most-favored-nation

24 treatment), (B) such country may participate in any pro-

5 gramof the Government of the United States which extends
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1 credits or credit guarantees or investment guarantees,

2 and (C) the President may conclude a commercial

3 agreement with such country, only after the President

4 has submitted to the Congress a report indicating that such

5 country is not in violation of paragraph (1), (2), or (3)

6 -of subsection (a). Such report with respect to such country

7 shall include information as to the nature and implementation

8 of emigration laws and policies and restrictions or discrim-

9 ination applied to or against persons wishing to emigrate.

10 The report required by this subsection shall be submitted

11 initially as provided herein and, with current information, on

12 or before each June 30 and December 31 thereafter so

13 long as such treatment is received, such credits or guarantees

14 are extended, or such agreement is in effect.

15 (o) This section shall not apply to any country the

16 products of which are eligible for eelim -1 mM

17 the rates set forth in rate column numbered 1 of the Tari

18 Schedules of the United State. on the date of the enactment

19 of two At.

20 SEC. 403. UNITED STATES PERSONNEL MISSING IN AC.

21 TION IN SOUTHEAST ASIA.

22 (a) Notwithsanding any oth*r protnion of law, if the

23 President dermines that a nonmarket economy mountV

24 is not cooperating with the United States-

25 (1) to achieve a complete accounting of al United
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. .;'i date&.military and civilian. personnd who are missing
; :- vin acgon, in Sou thag sa- .-

:(2),to. repatriate suh personnel-who are alive, and

i4, ., ., .( -r) e urn.--the remains of such personnd who

v qre dead to tlhe.nite4 States,

',then 'during the. period beginning with the date of such deter-.

,a,q'anil.. and :ending on the..date.,on which the President

•I .:detrminesmsuch -country. iW". *cooperating with the United

I. (4A) theiprodites -of such country may not. receive

.... iswndiscriminatol, triatme; ":.

,2 .,s,'i,-'0.U (B) ueh, cotintry, may not participate, directly or

IS-A' 1jldirectlyo: in' any program under which the. United

14 • States extends credit credit guarantees, or investpznmt

*&ftko 11(.7) n&..ommtrcal,.agrewwW entered, into ander

th4, title wdvu *uch mA country andthe. United. States

19 (6) After the date of the enatmen of this.At, (1 ).a
%fl nfrqt~*, ;o "rry may reve noutzdiimnatory

21 treatment, (2) ah ru .tmat parcipate in a program i"

0 lndsO *,Aie&kiA United S94t te,,dk credil.'m'dit guaran.

~dW iee~te~d~qVrt~tee,' zd ~)vommerm~al agree--

24 mont between theynOW-di~tsand"such. country .entered ir.4t'

Wi ftk r IM44k =V~m~ tab- 'fed -undr the prl * ieios Of thip
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1w title, only after., the,. President has submitted to 'the Congress

2 a report indicating that such country is cooperating with the

3 United States as described in subsection (a). Such report

4 shall include information as to the nature of the cooperation

5 by such country with the United States in securing an accounkt-

6 ing -for military. and civilian personned who are mi'm ng in

7 action, the, repatriation of those who -are alive, and the reoov-

8. ery of the remains of those who are dead,. The-repart re-

9 quirei by this subsection shall be submitted initially as pro-

10 vided herein and, with current information, on or -before each

l1.. June -80 and Decemnber 81 tereafter so long a sc.h treat-

12 ment is re eifmd, such credits or guarantees are eztendd, or

la es. ,agreement is in elect.

14. .,() Th eion uall not apply to any country, te prod-

Suots, of whicA are digible for the rates set f.rth in, rate

16. column numbered I ..of the Tarif Schedules of the United

17 Sttes on the date of the enatmet of this Act.
18 SEC, ,0,404. BXT'NSON OF NONDISCRIMIATORY TREA.T-

-19 3IUNT.

20 M.f a %MO &UMY by -aapeefn ,--,---, d

21, to 60 . , &w i e O,'mo.,

2t4 W"t iffitee "asm404ff

25 P-P~~pe iet m~~

COPY AVAILABLE
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latei% tr aem to whih the U-ited States is

aels a pai.

Neo Mie R- ia.et ftak et06 before the oboe of the

e~plieab OO-~ey e kle i de to is steitn4&4

(a) Subject to the provison of section 405(o), the Pres-

ident may by proclamation extend nondiscriminatory treat-

mom to do produd of a foreign country which ha. entered

into 4 bilateral commercial agreement referred to in section

405.

(b) The application of non&uriminatory treatment

abe listed to the period of effectiveness of the eblig-

tions of the United States to ach country under such bilateral

commercial agreement or ae ,eemeat. In addition,

in the case of any foreign country receiving nondiscrimina-

tory treatment pursuant to h title which has entered into

an agreement with the United States regarding the settle-

ment of lend-lease reciprocal aid and claims, the application

of such nondsiminatory treatment shall be limited to pe-

riods during which such country is not in arrrs on its obll-

ptions under such agreement

(e) The President may at any time suspend or with-

draw any extension of nonscriminatory treatment to any

Country punuant to mbsection (a), and thereby em e all

products of such country to be dutiable at the eekima 9 rate
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1 rates set forth in rate column numbered 2 of the Tariff

2 Schedules of the United States.

3 SEC. 44 405. AUTHORITY TO ENTER INTO COMMERCIAL

4 AGREEMENTS.

5 (a) Subject to the provisions of subsections (b) and

6 4 (c) of this section, the President may authorize the

7 entry into force of bilateral commercial agreements providing

8 nondiscriminatory treatment to the products of comtries

9 heretofore denied such treatment whenever he determines

10 that .such agreements with such countries will promote the

11 purposes of this Act and are in the national interest.

12 (b) Any such bilateral. commercial agreement shall-

13 (1) be limited to an initial period specified in the

14 agreement which shall be no more than 8 years from the

15 date the agreement enters into force; except that it may

16 be renewable for additional periods, each not to exceed

17 3 years; if-

18 . (A) a satisfactory balance of k de

19 concemions in trade and service has been main-

20 tained during the life of eaek such agreement, and

.... (B) the President determines that actual or

foreseeable reductions in United States tariffs and

28-_ nontariff barriers to trade resulting from multilat-

BEST COPY AVAILA LI
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eral negotiations are satisfactorily. reciprocated by

2 the other-party to thp bilateral'agrpement;

a (2)--provide tat it is subject to. suspension or termi-

4 nation at any time for natk*I security reasons, or that

the other provisions of such agreement shall not limit the

6 rights of any party. to take any action, for the protection

'_7 Of. its security interests;.
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10 *4 if the. other pah*y te h hte afeeeVe is
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20. Ohw~~y.
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9' EMtaae w~ vill parnMe *h ~ee stated-in seetiet V-.
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14 uet , de. "d"

t6"" , (83) fnclttde safeguard aranemnents (A) providing

* .. i pompt u . tO e . ' ,$ al or pr-

-2evpe&tWv impoi couue or threaten to-ioaiwe or si~gniflcant-

1$ l7 wemfribut tot market disrupti w and (B) -atthorizifig

9 " 'ti impoi ion of such import reatrictiOns atmay be ap-

20 propriate to prevent. suh market disuption;

21' (4) "if the other party tothe A bilateral. agreement 'is

22 not a par .y .to the. Parfs. Convention for the Protection

23 -of Induofrial P pery,- prot 4 rob for' United States

21,; "- aiona vithresiectto paienb and trademarks in stuh
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1 country not les than the right& s8pedified in suc cont-

2 vention;

3 (5) if the other party to the bilateral agreement is

4 not a party to the Universal Copyright Convention, pro-

5 vide rights for United Stae nationals with respect to

6 copyrights in such country nct lee than the rights speci-

7 fled in such convention;

8 (6) in the case of an agreement entered into or

9 renewed after the dam of the wnent of this A, pro-

10 vide arrangements for the protection of indu tW rights

11 and process;

12 (7) provide arrangements for the settlement of

13 commercial dijereno and disputes;

14 (8) in the oase of an agreement entered int or r-"

15. viewed after the date of tie enactment. of this Act, pro-

16 vie arrangements fbrk do promotion of trade,. which

17 may include those for the estblishment or expansion of

18 trade imd tourist promotion offics,'for facilitation -of ao-

19 tiities of govermental commercial offers, partipato

20 in trade fairs and zhibitk, and the sending of trade

21 missions, and for facilitation of entry, ed blishmen

22 and travd of commercial repremntatwes;

23 (9) provide fo'ommdlation for the purpose of re

24 viewmg the operation of thw agreement and revnt
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1 aspects of relation. between the United Stata and the

2 other party; and

3 (10) provide such other arrangements of a commer-

4 cial nature w will promote the purposes of this Act.

5 (c) An agreement referredto in subsection (a), and a

6 proclamation referred to in section 404(a) implementing

7 such agreement, shall take effect only if (1) approved by

8 the Congres by the adoption of a concurrent resolution

9 referred to in section 151, or (2) in the case of an agree-

10 meant entered into before -the date of the enactment of this

11 Act and a proclamation implementing such agreement, a reso-

12 lution of disapproval referred to in section 152 is not adopted

13 during the 90-day periodic specified by section 407(c) (2).

14 SEC. 405M 406. MARKET DISRUPTION.

15 -. -A:e Me ette4efa mmiA e

18 in a eoH,n &he ped, .e iek w e are snei

21 m degei ineeet----of-wheh

22 oteef eieh tee preid in on& eemwy ae

23 4 ate liyto eaee maiket end mapei injwa
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13 effef e e subs,.-i ,- below " eo of M p m l

14 deed agls' '

•15 (a)(1) Upon the-filing-of.a petition by an 'entity &

-16 scribed in section 201- (a) (1), upon .request of the Preident

•17 orlh* Spedal. representative for, Trade. Negotiations,.. upon

18 'tol-iin- of either the Committee on Ways and Means df
t

1- theHouse of Representatives or the Committee on. Finance

20 of the Senate, or on its own motion, the International Trade

21 C mmnision. (hereafter in this section referred to as the "Com-

22 mission") shall promptly make an investigation to determine,

23 With re"pt 'to imports of an article which is the product of

24 a "GCdmmunit country, whether-mark disruption-exwts with

25- respect to an article produced by a- domestic inditry.
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1 (2) The provisions of subsections (a) (2), (b) (3), and

2 (c) of section 201 shall apply with respect to investigations

3 by the Commission under paragraph (1).

4 (3) The Commissin'shall report to the President its

5 determii Vion with respect to each investigation under para-

6. graph (1) and the basis therefor and shall include in each

7 report any dissenting or separate views. If the Commision

8 *finds, as a result of its investigation, that market disruption

9 exists with respect to an article produced by a domestic in-

10 dustry, it shall find the amount of the increase in, or impo-

11 tion of, any d'sty or other import restriction op such article

12. which is necessary to prevent or remedy such market disrup-

13 tion and shall include uch finding in its report to the
I

14 President. The Commission shall furnish to the President

15 a transcript of the hearings and any briefs which may have

16 been submitted in connection with each investigation.

17 (4) The report of th Commision of its determination

18 with respect to an investigation under paragraph (1) shqlUl be

19 made at the earliest pr&scticable time, but not later than 3

20 months after the date on which the petition is filed (or the

21 date on which-- d reqtest or resolution is received or the

22 motion is adopted, as the case may be). Upon making such

23 report tojhe President, the Commission sa, aiso promptly

24 make pali suc 'eot(to"t the exception of -information
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1 which the Commisio determines to be confidential) and

2 shall cause a summary thereof to be published in the Federal

3 Register.
4 (b) For purposes of sections 202 and 203, an affirma-

5 tive determination of the Commission under subsection (a)

6 shall be treated as an a/frmative determination under sec-

7 tion 201(b), except that-

8 (1) the Pre4ident may take action under sections

-9 202 and 203 only with respect to imports from the

10 country or countries involved of the article with respect

11 to which the affirmative determination was made, and

12 *(2) if such action consists of, or includes, an

13 orderly marketing agreement, such agreement shall be

14 entered into within 60 days after' the import relief

15 determination date.

16 (o) If, at any time, the President finds that there are

17 reasonable grounds to believe, with respect to imports of an

18 article which is the product of a Communist country, that.

19" market disruption exists with respect to an article produced

20 by a domestic industry, he shall request the Commission to

21 initiate an investigation under subsection (a). If the Presi-

22 ,dent further finds that emergency action is necessary, .he

2 ' may take action under sections 202 and 203 as if an
24 armative determination of the Commis"io had been made
25 under substion, (a). Any action taken by th President
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1 under the preceding sentence shall cease to apply (1) if a

2 negative determination is made by the Commisson under

3 subsection (a) with respect to imports of such article, on the

4 day on which the Commission's report of such determination

5 is submitted to the President, or- (2) if an affirmative deter-

6 mination is made by the Commission under subsection (a)

I with respect to imports of such article, on the day on which

8 the action taken by the President pursuant to such determi-

9 nation become. effective.

10 (d) (1) A petition may be filed with the Special Repre-

11 sentative for Trade Negotiations by an entity described in

_ 12 section 201 (a) (1) requesting. the Special Representative to

13 initiate consultations provided for by the safeguard arrange-

14 ments of any agreement entered into under section 405 with

15 respect to imports of an article which is the product of the

16 country which is the other party to such agreement.

.17 (2) If the Spxial Representative determines thut thert

18 are reasonable grounds to believe, with respect to imports bt

19 such article, that market disrqtion exists with -respelo in

20 artice produced by a domestic industry, he sha Initid&

21 consultations with such country with respect tO swht6 porIs

22 (e) For putpos of this section-- . .

23 (1) The temn "Communist countryf nmeai ai#v

24 country dominated or controlled by commu"S"'.

25 (2) Market disruption exists within a domestic
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industry whenever an article is being, or is likely to be,

imported into the United States in such increased quan-

tities as to be a significant cause of material injury, or

the threat thereof, to such domestic industry.

SEC. 4K 407. PROCEDURE FOR CONGRESSIONAL DIMAP

PROVAL OR DISAPPROVAL OF EXTENSION

OF NONDISCRIMINATORY TREATMENT

AND PRESIDENTIAL REPORTS.

(a) Whenever the President issues a proclamation

under section 408 404 extending nondiscriminatory treat-

ment to the products of any foreign country, he shall

promptly transmit to the House of Representatives and to

the Senate a document setting forth the proclamation and

the agreement the proclamation proposes to implement,

together with his reasons therefor.

--- O et before Deeember 9t of eeh yea the P "eei

deet heas 4temi o the C!"amm wM re 4a eeh

eom the eof wh are Boe&

(bimne! tPeatet salim thni tote e o

(b) -The President shall transmit to the House of Repre-

42-902 0 - 74 - 3
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1 aentatves and the Senate a document containing the initial

2 report submitted by him under section 402(b) or 403(b) with

3 respect to a nonmarket economy country. On or before Decem-

4 ber 31 of each year, the President shall transmit to the House

5 of Representatives and the Senate, a document containing the

6 report required by section 402(b) or 403(b), as the case may

7 be, to be submitted on or before such December 31.

8 f theodafi
19 on theyoteh theepy efthe defa e ewteke-
10 io - 0 ore 4e* dd to'"--he Rmeof-

11 r~ 0 and4 toe e~ either, the Home of t e-

12 9eFims. et 1eflena ote by aft aff"4V046,ef a

13 Pje4 of then .*ee e e g I thM aendtn a Pe

_4 ' 1 --,. Of t^..o

16~'h~epo~itsfhe~tyeee 0 *e in we-

72 O laio()(gerfiLAA tfa dooum owih prgp (to 9%MAIa'-

18 as iY)fr the se ma b et wth the d y e e e

19 4e * t o fth eseh meotkeft 4 o

20 .4e~~~r kmetA"a. eM 0e i

21 e h ~dt f efth eew"tv, and the peteof ielk

22' eu4y he da~ie 9A the eelim 0 fto%

23 (c) (1) In the case of a document referred to in aubmci--

2 lion (a), (ot&L& than a document to which 'paragraph (2) ap.

25* plies), tas proclamation, set fort tlaejin may bcm eetee
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.1 and the agreement set forth therein may enter into force and

2 elect only if the House of Representatives and the, Senate

3 adopt, by an affirmative vote of a majority of those present

4 and voting in each House, a concurrent resolution of approval

5 (under the procedures set forth in section 151) of the exten-

t; sion of nondiriinatory treatment to the products of the

I country concerned.

8 (2) In the case of a document referred to in subsection

9 (a-) which sets forth an agreement entered into before the

10 d4re of th. enactment of this Act and a proclamation imple-

11 Pimbing such agreement, such proclamation may become ef-

12 .frtive and such agreement may enter into force and effec

13 after th close of the 90-day period beginning on the day on

14. wbidh uch document is ddiverd to the Houne of Representa-

15 tive.. and to the Senate, unless during such 90-4ay period

16 .either the House 'of Representatits, or the Senate adopts,

17 by an affirmative vote ofa jority of the present and

18 voting in ta House, a resolution of disapproval (under the

19 procedures at forth in section 162) of the mansion of non-

20 disoriminatory treatment to the products. of the oountr

21cacetred.

22 (8) In the ap of a documn rtfoed t o in s &eoion

- 23 (b) which contains a report submitted by the President undr

24 m o 402(b) or 408(b) with rsped to a nonmarl

30 -"MY, If, #beore ok of Ow O Period
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-1 beginning on the day on which such document is delivered

2 to the House of Representatives and to the Senate, either.the

3 House of Representatives or the Senate adopts, by an affirma-

4 titie vote of a majority of those present and voting in 'that

5 House, a resolution of disapproval (under the procedures

6 set forth in section 152) of the report submitted by the Presi-

7 dent with respect to such country, then, beginning with the

8 day after the date of the adoption of such resolution of dis-

9 approval, (A) nondiscriminatory treatment shall not be in

10 force with respect to the products of such country, and the

11 products of such country shall be dutiable at the rates set

12 forth in rate column numbered 2 of the Tariff Schedules of

13 the United States, (B) such country may not participate in

14 any program of the Government of the United States which

15 extends credit or credit guarantees or investment guarantees,

16 and (C) no commercial agreement may thereafter be con-

17 eluded with such country under this title.

20 of Ae QWWt Orwa ie f t e ung -OW N
21 of 6-M OVPIA91 e 8 therU' Se
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1 SEC. 408. PAYMENT BY CZECHOSLOVAKIA OF AMOUNTS

2 OWED UNITED STATES CITIZENS AND NA.

3 TIONALS.

4 Nolwithstanding any other provision of law, Czechoslo-

5 vakia shall not be eligible to receive most-favored-nation

6 treatment or to participate in any program of the Govern-

7 ment of the United States which extends credits or credit

8 guarantees or investment guarantees, directly or indirectly,

9 and the Government of the United States shall not consent to

10 the release to Czechoslovakia of any gold belonging to that

11 nation and controlled directly or indirectly by the United

12. States pursuant to the provisions of the Paris Reparations

13 Agreement of January 24, 1946, or otherwise, until the Gov-

14 ernment of Czechoslovakia first pays all principal amounts

15 it owes to citizens or national# of the United State'on awards

16 heretofore rendered against that nation by the Foreign Claims

17 Settlement Commission of the United States under the provi-

18 sons of Public Law 85-604 (22 U.S.C. 1642 et seq.).
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(Excerpt From Senate Report 98 -1298]
0 .

Title IV.--Trade Relations With Countries Whose Products Are
Not Currently Receiving Nondisqriminatory (Most-Favored.
Nation) Treatment

Title IV of the bill would authorize the President to extend non-
discriminatory tariff (most-favored-nation) treatment to countries
now denied such treatment (i.e., all communist countries except
Yugoslovia and Poland) when certain conditions were met. The
Congress would be given procedures for-approving, withdrawing or
denying such nondiscriminatory treatment. The Committee strongly
believes that the authority to extend or withdraw nondiscriminatory
treatment to countries not now receiving such treatment eould be a
useful factor in enabling the President to obtain important mitual and
material economic benefits for the United States, while, at the same
time, improving relations with these countries.

The United States has Iagged behind other non-communist countries
in expanding its trade relations with the communist world. The table
below shows that since 1957, U.S. exports to East European com-
munist countries exceeded imports from those countries, but even in
the year in which the United States had the greatest exchange of
goods with those countries (1973) the value of U.S. trade was still
less than 10 percent of the value of overall non-communist country
trade with the communist countries of Eastern Europe.

EXCEPTION OF THE PRODUCTS OF CERTAIN COUNTRIES OR ARzAS

(Section 401)

Except as otherwise provided in Title IV Section 401 would re-
tain the requirement in Section 281 (a) of the TFrade Expansion Act of
1962 that nondiscriminatory treatment be denied to the products of
all communist countries except Poland and Yugoslavia. The coun-
tries presently ineligible to receive nondiscriminatory treatment, as
set forth in headnote 3(e) to the Tariff Schedules of the United
States, are Albania, Bulgaria, the People's Republic of China, Cuba
Czechoslovakia, East Germany, Estonia, Hungary, those parts 0f
Indochina under communist control or domination, North Korea, the
Kurile Islands, Latvia, Lithuania, Outer Mongolia, Romania, South-
ern Sakhalin, Tanna Tuva, Tibet and the USSR. Imports from these
countries must pay higher (column 2) rates of duty then imports from
other countries. the average rate of duty paid on dutiable imports
from communist countries was 23.9A in 1972, as compared with an
average rate of 8.6% for other couflitries.

The term "nondiscriminatory treatment" is intended to be synony-
mous with "most-favored-nation" treatment. Products of a country
given such treatment would be subject to the normal (column 1) rates
of duty to which the products of non-communist nations- are now
subject.

(201)
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FREE WORLD TRADE WITH THE U.S.S.R. AND
EASTERN EUROPE

[In U.S. dollars)

Free World (billions) United States (millions)'

Exports Imports Exports Imports

1950 ..............
1951 ..............
1952 ..............
1953 ..............
1954 ..............
1955 ..............
1956..- ..........
1957.........
1958...... ...
1959 ..............
1960 ..............
1961 ..............
1962 ..............
1963 ..............
1964 ..............

1965 ..............
1966 ..............
1967 ..............
1968 .........
1969 .............

1970 ..............
1971 ..............
1972 ..............
1973 ..............
1974 (Jan.-Sept.).

1.1
1.2
1.2
1.1
1.5

1.8
2.1
2.6
2.6
3.0

3.6
3.8
4.1
4.5
5.4

5.8
6.6
6.8
7.3
8.3

9.7
10.1
13.1
18.2
N.A.

1.3
1.4
1.3
1.2
1.5

1.9
2.3
2.6
2.7
3.0
3.6
3.9
4.1
4.6
5.3

6.0
6.7
7.0
7.7
8.4

9.3
9.9

11.1
15.5
N.A.

27
3
1
2
6
7

11
86

113
89

194
134
125
167
340
140
198
195
215
249
354
384
819

1,797
1,011

80
64
40
36
42

5665
61
62
81

81
81
79
81
98

137
179
177
198
195

226
223
321
519
662

Exports are f.ob. and Imports, In general, are c.lf.
2 Exports and Imports are f.o.b.
N.A. Not Avallable. "
Note: East European countries Include East Germany, Czechoslovakia, Poland,

Hungary, Estonla, Latvia, Lithuania, Albania, Romanla, and Bulgaria.
Source: U.S. Department of Commerce.

FREINDOM OF EMIGRATION IN FA8T-W ET TRADE
(Setion42

Section 402 would make the products of a nonmarket economy
country not now recvmg noiidiscrimlnatory tfatment (l.e, all com-
munist countries, except Poland and Yu 'avia) ueiginb t receive
such treatment during any period in which the PrgTident determines
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that it denies its citizens the right or opportunity to emigrate, or
imposes more than nominal charges on emigration (or on related docu-
ments) or on its citizens as a consequence of their desire to emigrate.
Such countries would be barred* from participating in any program of
the U.S. Government that extends credits or credit guarantees or in-
vestment guarantees, directly or indirectly, for example, under pro-
grams of the Export-Import Bank and Commodity Credit Corpora-
tion. Conclusion of .commercial agreements by the U.S. Government
with such countries would also be barred.. After the President submits to Congress a report indicating that
emigration practices of a country not now receiving nondiscriminatory
treatment satisfy these criteria, its products would become eligible
for such treatment, and the President would no longer be enjoined
from concluding a commercial agreement with it. Nondiscriminatory
treatment could not be extended, and such a commercial agreement
could not take effect until the Congress has approved a bilateral
commercial agreement with such country. In the case of countries
with existing bilateral agreements with the United States, nondiscri-
minatory treatment may be provided the products of such country
unless the Congress vetoes the extension of such benefits to such coun-
try. The President's report should include information on tie nature
and implementation of the country's' emigration laws and policies,
and restrictions or discrimination a applied to or against persons wish-
ing to emigrate. The report would be required biannually as long as
nondiscriminatory treatment, credits, or guarantees are extended, or a
commercial agreement remains in effect.

The Committee anticipates that an amendment will-be offered
during the Senate's consideration of the bill which would allow a
temporary, conditional waiver of this provision under circumstances
to be specified in the amendment. This amendment was not available
by the time the Committee ordered the bill favorably reported, and
the Committee has therefore not had an opportunity to study or take
a position on the amendment. The Committee will hold a hearing on
the amendment before the bill is taken up on the floor.

The Committee reserves the right to recommend to the Senate such
amendment as may be necessary to clarify the procedures relating to
the determination of freedom of emigration after conducting public
hearings on the subject and -before consideration of the bill on the
Floor of the Senate.

In the case of freedom of emigration from the Soviet Union, the
following exchange of letters between Secretary of State Henry A.
Kissinger and Senator Henry M. Jackson (D. Wash.) sets forth
certain understandings with respect to persons wishing to emigrate
from the Soviet Union.

EXCHANGE OF LETTERS BETWEEN SECRETARY KISSINGER
AND SENATOR JACKSON

OCTOBER 18, 1974.
DEAR SENATOR JAcK6pN: I am writing to you, as the sponsor of the

Jackson Amendment, in regard to the Trade Bill (H.R. 10710) which
is currently before the Senate and in whose early p asag6 the adminis-
tration is deeply interested As you -know, Title IV of that bill, -as it
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emerged from the House, is not acceptable to the administration. At
the same time, the administration respects the objectives with regard
to emigration from the U.S.S.R. that are sought by means of the
stipulations in Title IV, even if it cannot accept the means employed.
It respects in particular your own leadership in this field.,
. To advance the purposes we share both with regard to passage of
the trade bill and to emigration from the U.S.S.R., and on the basis of
discussions that have been conducted with Soviet representatives, I
should like on behalf of the administration to inform you that we have
been assured that-the following criteria and practices will henceforth
govern emigration from the U.S.S.R.

First, punitive actions against individuals seeking to emigrate from
the U.S.S.R. would- be violations of Soviet laws and regulations and
will therefore not be permitted by the government of the U.S.S.R.
In particular, this applies to various kinds of intimidation or reprisal,
such as, for example, the firing of a person from his job, his demotion
to tasks beneath his professional qualifications, and his subjection to
public or other kinds of recrimination.

Second, no unreasonable or unlawful impediments will be placed in
the way of persons desiring to make application for emigration, such as
interference with travel or communications necessary to complete an
application, the withholding of necessary documentation and other
obstacles including kinds frequently employed in the past.

Third, applications for emigration will be processed in order of
receipt, including those previously filed, and on a nondiscriminatory
basis as regards the place of residence, race, religion, national origin
and professional status of the applicant. Concerning professional
status, we are informed that there are limitations on emigration under
Soviet law in the case of individuals holding certain security. clear-
ances, but that such individuals who desire to emigrate will be informed
of the date on which they may expect to become eligible for emigration.

Fourth, hardship cases will be processed sympathetically and
expeditiously; persons imprisoned who, prior to imprisonment,
expressed an interest in emigrating, will be given prompt consideration
for emigration upon their release; and sympathetic consideration may
be given to the early release of such persons.

Fifth, the collection of the so-called emigration tax on emigrants
which was suspended last year will remain suspended.

Sixth, with respect to all the foregoing points, we will be in a
position to bring to the attention of the Soviet leadership indications
that we may have that these criteria and practices are not being
applied. Our representations, which would include but not necessarily
be limited to the precise matters enumerated.in the foregoing points,
will r-)ceive sympathetic consideration and response.

Finally, it will be our assumption that with the application of the
criteria, practices, and procedures set forth in this letter, the rate of
emigration from the U.S.S.R. would begin to rise promptly from the
1973 level and would continue to rise to correspond to the number ofapplicants. 'understandd that you and your associates have, in addition, certain
understandings corporated n a letter dated today respecting the
foregoing criteria and practices which will henceforth govern emigration
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from the U.S.S.R. which you wish the President to accept as appro-
priate guidelines to determine whether the purposes sought though
Title IV of the trade bill and further specified in our exchange of
correspondence in regard to the emigration practices of non-market
economy countries are being fulfilled. You have submitted this letter to
me and I wish to advise you on behalf of the President that the under-
standings in your letter will be among the considerations to be applied
by the President in exercising the authority provided for in Sec. 4021 of
Title IV of the trade bill.

I believe that the contents of this letter represent a good basis,
consistent with our shared purposes, for proceeding with an acceptable
formulation of Title IV of the trade bill, including procedures for
periodic review, so that normal trading relations may go forward for
the mutual benefit of the U.S. and the U.S.S.R.

Best regards, HENRY A. KISSINOER.

OCTOBER 18, 1974.
DEAR MR. SECRETARY: Thank you for your letter of Oct. 18 which

I have now had an opportunity to review. Subject to the further
understandings and interpretations outlined in this letter, I agree
that we have achieved a suitable basis upon which to modify Title
IV by incorporating within it a provision that would enable the
President to waive subsections designated (a) and (b) in Sec. 402 of
Title IV at passed by the House in circumstances that would sub-
stantially promote the objectives of Title IV.

It is our understanding that the punitive actions, intimidation or
reprisals that will not be permitted by the government of the U.S.S.R.
include the use of punitive conscription against persons seeking to
emigrate, or members of their families; and the bringing of criminal
actions against persons in circumstances that suggest a relationship
between their desire to emigrate and the criminal prosecution against
them.

Second, we understand that among the unreasonable impediments
that will no longer be placed in the way of persons seeking to emigrate
is the requirement that adult applicants receive the permission of
their parents or other relatives.

Third, we understand that the special regulations to be applied to
persons who have had access to genuinely sensitive classified informa-
tion will not constitute an unreasonable impediment to emigration.
In this connection we would expect such persons to become eligible
for emigration within three years of the date on which they last
were exposed to sensitive and classified information.

Fourth, we understand that the actual number of emigrants would
rise promptly from the 1973 level and would continue to rise to
correspond to the number of applicants, and may therefore exceed
60,000 per annum. We would consider a benchmark-;-a minimum
standard of initial compliance-to be the issuance of visas ut the rate
of 60,000 per annum; and we understand that the President proposes
to use the same benchmark as the minimum standard of initial com-
pliance. Until such time as the actual ,number of emigrants coire-

'ttutosy n-W arost the Presdent to wave t nesricon in Title IV of tb. Trade Bi
unde cetai coditons will be added as a new (and as yet undersigned) subsection.
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spends to the number of applicants the benchmark figure wili not
include categories of persons whose emigration has been the subject
of discussion between Soviet officials and other European govermnents.

In agreeing to provide discretionary authority to waive the provi-
sions of subsections designated (a) and (b) in Sec. 402 of Title IV as
passed by the House, we share your anticipation of good faith in the
implementation of the assurances contained in your letter of Oct. 18
and the understandings conveyed by this letter. In particular, with
respect to paragraphs three and four of your letter we wish it to be
understood that the enumeration of types of punitive action and
unreasonable impediments is not and cannot be considered compre-
hensive or complete, and that nothing in this exchange of correspond-
ence shall be construed as permitting types of punitive action or
unreasonable impediments not enumerated therein.

Finally, in order adequately to verify compliance with the standard
set forth in these letters, we understand that communication by
telephone, telegraph and post will be permitted. .

Sincerely yours, HENRY M. JACKSON.

It is the Committee's understanding that the "Freedom of Emigra-
tion" amendment in the bill is intended to encourage free emigration
of all peoples from all communist countries (and not be restricted to
any particular ethnic, racial, or religious group from any one country).
Accordingly, each communist country which enters into a bilateral
commercial agreement with the United States will be expected to
provide reasonable assurances that freedom of emigration will be a
realizable goal.

The Committee hopes that this section will provide an incentive
to the Soviet Union and other countries to discontinue restrictive
emigration practices in the interest of developing economic relations
with the United States. The Committee recognizes that segments of
the private sector wish the U.S. Government to provide credits, in-
vestment guarantees, protection of private property rights, and other
conditions before private capital investments are ventured. The Com-
mittee believes that it is equally reasonable to establish conditions
on all basic human rightih, including the right to emigrate as well as
basic property rights, before extending broad concessions to com-
munist countries.

U.S. PERSONNEL MISSING IN ACTION IN SOUTHEAST ASIA

(Section 403)

The purpose of the section is to insure that the communist cpuntries,'to which nondiscriminatory treatment and U.S. credit, credit guar-
antee and"nvestment guarantee programs may beextended, appreciate
the importahce which the United States attaches to the accounting of
U.S. personnel missing in action in Southeast Asia and to secure
their cooperation to that end.

Subsection (a) would prohibit the President from extending or
continuing nondiscriminatory treatment, government credit,. credit
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guarantees or investment guarantees, or from entering into bilateral
commercial agreements with any affected communist country during
any period in which he determined that such country was refusing to
cooperate with the United States in its efforts to account for U.S.
personnel missing in Southeast Asia, to repatriate such personnel who
are alive and to obtain the remains of such personnel who are dead.
The inclusion of this subsection should enhance the negotiating lever-
age of the President not only before, but after nondiscriminatory treat-
ment is extended, to insure continued cooperation from the affected
communist countries.

The requirement of periodic reports adopted by the Committee is
designed to serve as a reminder of our continuing concern in this re-
gard until the statutory objective has been achieved. In the case of
countries now participating in credit, credit guarantee or investment
guarantee programs, it is contemplated that, after enactment of this
Title, no new credit or guarantee commitments would be made without
the requisite report. Existing commitments, on the other hand, could
continue to be honored. As under the Freedom of Emigration section,
either House of Congress could by a majority vote, terminate the
nondiscriminatory treatment anA the bilateral coinmercial agreement,
following receipt of the December report under this section.

'The section does not apply to communist countries now eligible
for nondiscriminatory treatment (i.e., Poland and Yugoslavia) and,
accordingly, is limited to the list of countries refer-red to in the discus
sion of Section 401.

EXTENSION OF NONDISCRIMINATORY TREATMENT

(Section 404)

Section 404 would authorize the President to extend nondiscrimina-
tory treatment to the products of a country with which he has con-
cluded a bilateral commercial agreement meeting the requirements of
Section 405, subject to the Congressional approval procedure under
Section 405(c). Such treatment could be continued only as long as the
period of effectiveness of U.S. obligations to the other country under
the commercial agreement. Furthermore, the President would be re-
quired to suspend or withdraw such treatment for such period of time
as the country is in arrears under an agreement to settle its lend-lease
debts to the United States. (Such an agreement, concluded with the
USSR in 1972, conditions the Soviet Union's fourth and all subsequent
lend-lease settlement payments upon the extension of nondiscrimina-
tory treatment by the U.S.) In addition, the President would be
provided general authority under section 404(c) to suspend or
withdraw nondiscriminatory treatment accorded any country under
this section.

The Committee deleted from the House bill a provision that would
have permitted the extension of nondiscriminatory treatment to
products of any nonmarket economy country not now receiving such
treatment if such country was a member of an appropriate multilateral
agreement (the GATT). Deletion of the provision is intended to assure
-that the United States obtains appropriate benefits for itself, along
with adequate safeguards in conjunction with a grant, of nondiscrim-
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inatory treatment. The requirement of a bilateral commercial agree-
ment, together with the new requirements in Section 405(b), would
assure such benefits and safeguards.

AUTHORITY To ENTER INTO COMMERCIAL AGREEMENTS

(Section 405)

Subject to the procedures set forth in subsection (c), Section 405
would authorize the President, whenever he determines that it would
serve the purposes of the bill and would be in the national interest, to
enter into legally-binding bilaiiral commercial agreements providing
for nondiscriminatory treatment to the products of communist coun-
tries heretofore denied such treatment and providing, among other
things, for balanced concessions with respect to trade and services. In
negotiating bilateral commercial agreements contemplated by this
section, the Committee recommends that priority be given to certain
GATT members, particularly Romania and Hungary.

The Committee-believes that it is of the utmost importance that the
United States receive, on a continuing basis, mutual advantages for
both U.S. goods and services. Services would include nondiscriminatory
treatmentfor U.S. transportation, insurance, banking, and-U.S. tourist
agencies, among other U.S. service industries.

Subsection 405(b) sets forth certain mandatory requirements for
such agreements. Under the provision of subparagraph (1), these
agreements could not have an initial term of more than 3 years, but
could be renewed by whatever mechanism the parties agree upon for an
indefinite number of additional periods (not to exceed 3 years each),
if a satisfactory balance of concessions in trade and services has been
maintained during the ife of the ageement, and if actual or foresee-
able U.S. concessions are being satisfactorily reciprocated. The Com-
mittee expects, for example, that the benefits of trade concessions
extended by the United States in the forthcoming negotiations would
be reciprocated, and that no country receiving nondiscriminatory
treatment in a bilateral agreement could be given a "free ride'.
The purpose of the 3-year limit is to provide an opportunity for
periodic review of the experience of the parties under the commer-
cial agreement. Such review would include an examination of the
balance of concessions, on an overall basis covering the life of the
agreement (including all extensions), before the agreement is per-
nutted to be re-extended. If that balance is not satisfactory, it is
expected that the agreement would not be extended (or further
extended). Such limitations are imposed to assure that the United
States would obtain benefits from such country reasonably compara-
ble, although not necessarily of a similar nature, to those it accords.

Subparagraph (2) of -ection 405(a) would require that the agree-
ment be subject to suspension or termination for national security
reasons or that it not limit the right to take any action for the pro-
tection of security interests (see,-for example, Article 8 of the 1972
U.S.-U.S.S.R. Trade Agreement). Either type formulation is pjer-
missible. It is the view of the Committee that this type of provision
is especially important in agreements with communist countries.

If any communist country is responsible, directly or indirectly,
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for cutting off supplies of vital materials needed for the U.S. economy
or encourages aggression against allies or friends of the United States,
those actions would clearly be grounds for terminating trade conces-
sions and credits to such country.

Drawing on the consultation procedure and rules of Article 3 and
Annex I of the U.S.-U.S.S.R. Trade Agreement as a model, the Com-
mittee expanded and made more effective the provision in this para-
graph of the House bill dealing with market safeguard arrangements
in bilateral commercial agreements.

Paragraph (3) of section 405(b) stipulates that such arrangements
mist p-r6vide or -prompt consultations whenever actual or prospective
imports cause, threaten to cause, or significantly contribute to market
disruption. The agreement must also authorize the imposition of such
import restrictions as may be appropriate to prevent such market
disruption.

Paragraphs (4) and (5) would require that if the other country is not
a party to the Paris Convention for the Protection of Industrial
Property, or the Universal Copyright 'Convention, the agreement

-_ must provide U.S. nationals with equivalent rights with respect to
patents, trademarks and copyrights. The purpose of these provisions
is to assure to American nationals at least the fundamental protections
assured by thosedocuments. Paragraph (6) would require that bilateral
commercial agreements entered into or renewed after the date of
enactment of the bill provide arrangements for protecting industrial
property rights and processes (i.e. knowhow as distinguished from
patents). This paragraph would not apply to the initial U.S.-U.S.S.R.
agreement (see paragraph (8) below).

Paragraph (7) would require the bilateral commercial agreement to
provide arrangements for settling commercial differences and disputes.
Since commercial transactions themselves will normally be entered into

__by U.S. nationals (rather than the Government), it would not be
appropriate to require a specific, time-consuming form of arbitration
or other dispute-settlement procedure. Rather it is intended that the
bilateral commercial agreement contain an endorsement by both
governments of tle principle of independent dispute-settlement
mechanisms and the inclusion of undertakings to facilitate such
mechanisms.

Paragraph (8) would provide that'new bilateral trade agreements
contain provisions for the facilitation of trade between the two coun-
tries, Such agreements may include provisions dealing with the estab-
lishment or expansion of trade and tourist promotion officeS; the
facilitation of activities of governmental commercial officers; participa-
tion in trade fairs and exhibits; the sending of trade missions; and the
facilitation of entry, establishment and travel of commercial repre-
sentatives. Because the 1972 U.S.-U.S.S.R. Trade Agreement does not
contain provisions specifically dealing with industrial 'rights and
processes ot' trade promotion, it'was considered desirable to exclude the
operation of paragraphs 6 and 8 from that Agreementdurin its initial
period. 'Otherwise this aeement complies with the requirements Of
subsection (b) and need not therefore be negotiated.

~arag~Ph (9) would req ,re that the bilateralcommeroia ag
meat provide for Consultations to review the operat6b of the agree"
ment and relevant aspects of relations between the United States and
the other party.
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Paragraph (10) makes it clear that a bilateral commercial agreement
under Section 405 could contain any other appropriate provision which
promotes the purposes of the bill.

The Committee believes that Section 405 would insure that com-
mercial arrangements with communist countries provide benefits to
the U.S. private sector and the opportunity to monitor the agreement
to make certain it operates in a favorable manner, and that such
agreements afford the opportunity to secure any adjustment needed
to protect our interests.
. In general, a bilateral commercial agreement contemplated by
Section 405, and the accompanying proclamations of nondiscrim-
inatory treatment refelted to in Section 404(a), would come into
effect only if approved by the Congress by the adoption of a con-
current resolution of approval referred to in Section 151. However,
clause (2) of subsection (c) of section 405 specifically provides that the
1972 U.S.-U.S.S.R.' Trade Agreement and the accompanying procla-
mation of nondiscriminatory treatment could automatically go into
effect if a resolution of disapproval referred to in Section 152 is not
adopted during the 90-day period specified in Section 407(c). This
latter provision retains the application of the one-House negative
veto contained in the House bill to the Soviet agreement.

MARKET DISRUPrioN

(Section 406)

The purpose of Section 406 is to provide an effective remedy
against market disruption caused by imports from communist
countries.
. The Committee recognizes that a communist country, through
control of the distribution process and the p rice at which articles are
sold, could disrupt the domestic markets of its trading partners and
thereby injure producers in those countries. In particular, exports
from- communist countries could be directed so as to flood domestic
markets within a shorter time period than could occur under free
market condition. In this regard, the Committee has taken into ac-
count the problems which East-West trade poses for certain sectors
of the American economy. For example, the U.S. watch and clock
industry is in a particularly vulnerable position* because of East
European countries ca city for penetrating markets with under-
priced clocks and watches. When Canada provided most-favored-
nation status to. communist-bloc countries in the 1960's, low-priced
East European clock imports increased dramatically, to the point
whete sales of such imports surpassed those of domestic Canadian
producers. In the face of such imports, traditional unfair trade rem-
edies, such as under the Antidumping Act have proved inappropriate
or ineffective because of the difficulty of their application to products
from .State-controlled economies.

The Committee is also particularly concerned that the U.S, could
become dependent upon Communist counties.for vital'raw m.terialp
such as oil, gas, nickel, chromium, manganese and other . If traditional,
dependable suppliers' of such material whether they ar domestic or,
foreign, are su-denly forced out of business substantial imports of
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such materials from communist countries, it could result in market
disruption, or the threat thereof, for the domestic industry either
producing or utilizing such articles. For example, the United States

as traditionally received the bulk of its imported nickel from Canada.
Nickel, like many other materials, is essential to the national defense
and economic security of the United States. However, the Soviet
Union is the world's second largest producer of nickel (after Canada)
and Cuba is now the fourth largest producer. Obviously, the United
States cannot afford to become overdependent on the Soviet Union
or Cuba for vital materials. Our traditional, dependable suppliers of
such materials should be given reasonable assurances that they will
be able to compete in our market under fair trade conditions without
facing; the threat of periodic dumping or other disruptive sales
practices. A reasonable quantity of such materials could be imported
from communist countries without causing market disruption; and, if
the traditional suppliers utilize monopolistic pricing policies, a sub-
stantial quantity could be imported without market disruption. The
Committee expects the Commission and the President to monitor
carefully import trends and to view each case with the goal of pre-
venting imprudent dependence on a nonmarktt economy for a vital
material.

Section 406, unlike the rest of Title IV, would apply to all com-
munist countries-whether or not they currently receive nondis-
criminatory treatment and whether or not they ever receive nondis-
criminatory treatment under this Title. The criteria to be applied by
the International Trade Commission in determining whether market,
disruption exists would be liberalized and broadened, beyond the
criteria in the House bill -so as to assure that effective action against
market disruption or its likelihood will be taken at the earliest possible
time. The Committee believes that this section would provide prompt
and effective relief in those cases in which imports from communist
countries are threatening to cause or are causing material injury to
domestic industries.

Section 406, as amended by the Committee, would require the
Commission-upon a petition by a trade association, firm union, or
Cup of workers, upon request by the President or the Special
Representative for Trade Negotiations, upon resolution of either the
House Committee on Ways and Means o'r the Senate Committee on
Finance, or on its own motion--to initiate an investigation to de-
termine whether market disruption exists in a domestic industry with
respect to imports of an article from any communist country, including
Pofand and Yugoslavia. The Committee believes a traditional supplier
of materials to the United States market,' even if it be a foreign-owned
corporation, should be able to petition the Commission on a market
disruption situation. The Commission must reach its determination
and publicly report it to the President within three months rather
than six months for normal escape clause actions under Title II.
If the Commission finds that market disruption or its likelihood exists,
it would also report the amount of increase in, or imposition of, any
duty or other import restriction on the article that it considers
necessary to prevent or remedy the market disruption. The Conmis-
sion could not, under this provision,.recommend adjustment assistance,
as it could do under title II of this bill. The Commission would, to the



45

212

maximum extent feasible, seek to provide a clear decision, avoiding
tie votes and many individual views, on both the market disruption
determination and the remedy suggested. Under section 406(b)(1),
after an affirmative finding by the Commission, the President must
take positive action to remedy the market disruption condition, but
could only take action with respect to imports from the country or
countries which are found to cause such market disruption.
: To assure domestic producers adequate protection against such an

event, the Committee, for the purposes of relief action under this sec-
tion, has amended the House version of the bill to provide that "market
disruption exists within a domestic industry whenever an article is
being or likely to be imported into the United States in such increased
quantities as to be a significant cause of material injury or threat there-
of, to such domestic industry." This market disruption definitioncontained in the Committee bill is formulated along lines similar to the
criteria for import relief under section 201 of this bill. However, the
market disruption test is intended to be more easily met than the
serious injury tests in section 201. While section 201(b) would require
that increased imports of the article be a "substantial cause" of the
requisite injury, or the threat thereof, to a domestic industry,
section 406 would require that the article is being, or is likely to be,
imported in such increased quantities as to be a "significant cause'
of material injury, or the threat thereof. The term "significant cause"
is intended to be an easier standard to satisfy than that of "substantial
cause". On the other hand, significant t cause" is meant to require a
more direct causal relationship between increased imports and injury
than the standard used in the case of worker, firm and community
adjustment assistance, i.e., "contribute importantly." In addition,
the term "material injury" in section 406 is intended to represent a
lesser degree of injury than the term "serious injury" standard
employed-in section 201.

The increase in imports required by the market disruption criteria
must have occurred during a recent period of time, as determined by
the Commission taking into account any historical trade levels which
ma have existed.

n order to make section 406 a more effective instrument for relief
from disruptive imports from communist countries, the Committee
bill would also authorize the President to take immediate emergency
action, without having to wkit for an investigation and affirmative
finding by the Commission. Specifically, section 406(c) of the bill
would direct-the President to request the Commission to initiate an
investigation, whenever he has reasonable grounds to believe that
market disruption exists with respect to imports from a communist
country. If the President further finds that emergency action is neces-
sary, he could take action to impo import restrictions under sections
202 and 203, as if an affirmative determination had been made by the
Commission under this section. If, after such emergency action, the
Commission makes a negative determination, the emergency relief is
to cease upon receipt by the President of the Commission report. If
the Commission makes an affirmative finding, the emergency measures
would continue until the President acts pursuant to such report under
the applicable procedures in sections 202 and 203 of the bill.

42-902 0 - 74 - 4
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The bill would also provide for petition by a trade association,
firm, union, or group of workers to the Special Trade Representative
to initiate consultations in the manner provided for under the safe-
guard arrangements of any bilateral commercial agreement under this
Title. The Office of the Special Trade Representative would be
authorized to propose rules governing such petitions and, after re-
ceipt of a properly filed petition the Special Representative would be
directed to initiate such consultations if he determines there is a
reasonable probability that market disruption (arising from imports
of a product from any party to a bilateral agreement under this title)
exists in a domestic industry producing a like or directly competitive
article.

The Committee expects that the President and the Special Trade
--Representative will take such action as may be necessary to-prevent

the United States from becoming overdependent on communist
countries for materials essential to our nations] defense or our domestic
economy.

For the purposes of section 406 (not including the consultation
procedures), "communist country" means any country dominated
or controlled by communism. As indicated earlier, this would apply
to communist countries even if they were not listed in headnote3(e)
to the Tariff Schedules of the United States, such as Poland and
Yugoslavia.

PROCEDURE FOR CONbRE8SIONAL APPROVAL OF EXTENSION OR CON-
TINUANCEoreO NONDISCRIMINATION TREATMENT

(Section 407)
In the case of an initial extension of nondiscriminatory tariff treat-

ment to the products of a country covered by this Title, the President
must submit to Congress a copy of his proclamation extending non-
discriminatory treatment, a copy of the bilateral agreement pursuant
to which such treatment is tobe extended, and a statement of his
reasons for extending such treatment to the country concerned. The
proclamation would become effective and the agreement would enter
into force only if Congress adopts a concurrent resolution of approval.
Special expediting rules governing procedures for dealing with resolu-
tions under Section 407 are contained in Section 151 of the bill.

In the case of reports required by Sections 402(b) (freedom of em---
igration) and 403(b) (cooperation in locating missing in action),
and in the case of the 1972 U.S.-U.S.S.R. Trade Agreement and a
proclamation implementing said Agreement if either House adopts
a resolution of disapproval (under the procedures set forth in Section
152) of the continuation, or extension, of nondiscriminatory treatment
with respect to products of the country involved, or of government
credits, and of government credit and investment guarantees, such
treatment, credits, or guarantees would cease (or, in the case of the
approval of the U.S.-U.S.S.R. agreement and implementing proclama-
tion would not go into effect) on the day after the date such reJsolution
is adopted by a majority of those voting of either House of Congress.
Nondiscriminatory treatment could not thereafter be extended to the
products of such country except in accordance with the provisions of
this title.
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Under the House bill, nondiscriminatory (MFN) treatment, U.S.
Government credits and credit and investment guarantees could not
be extended nor could the bilateral agreement go into effect, with
respect to a non-market country, during the periodin which the Presi-
dent determined that the country was not permitting the free imuigra-
tion of its citizens. In addition, the House bill provided that the
extension of nondiscriminatory treatment and the commercial agree-
ment could not go into effect until submitted to Congress and made
msbject to the 90 day period for Congressional veto. However, the
House bill did not make the extension of Government credits or guar-
antees subject to a veto by the Congress. The Committee believes that
this was an oversight given the fact that the report to the Congress
under section 402 required a submission of information relating to
the emigration policy of the country concerned. Nondiscriminatory
treatment woukd also be subject to a Congressional veto on an annual
basis following the initial extension of such treatment. However, again
the House bill did not 'provide that the extension of Government
credits or guarantees should also be made subject to the annual veto
procedure.The Committee has amended Section 407 to require that a
disapproval of either the original report or the continuation-of non-
discriminatory treatment would apply to the extension of credits or
guarantees. In the ease of credits and guarantees, the veto would cover
the extension of any such credits or guarantees after the date of such
veto, and not affect thoee already approved and in effect.
The reports required to be submitted to the Congress under sections

402(b) and 403(b), would be submitted on a semiannual basis. How-
ever the one-House veto procedure described in the preceding para-
graph would apply only in the case of the December reports. After
receipt of such reports, either House would have 90 days (in which that
House was in session) in which to adopt a resolution of disapproval.

These congressional provisions would assure continuing congres-
sional oversight with regard to commercial relations with communist
countries.

Section 407 of the House bill directed the President to amend head-
note 3(e) of the Tariff Schedules of the United States (TSUS) to
reflect changes in the status of tariff treatment to communist coun-
tries made pursuant to Titli IV. The Committee deleted this provision
as being unnecessary, given the. _general authority provided the
President under section 604 of the W11l to modify the TSUS in accord-
ance with actions taken under the bi.

NONDISCRIMINATORY TREATuMENT FOR CZECHOSLOVAKIA CONDITIONED
UPON THAT COUNTRY'S PAYMENT OF THE PRINCIPAL BALANCE
Dun ON ITs DEBT TO U.S. CITIZENS

(Section 408)

A basic policy of title IV is that, wherever proper and feasible,
the United States should strive to obtain fair, bneficial, ecoriomic
treatment for its citizens in exchange for the granting of n6ndis-
criminatory tq iff treatment and other valuable benefits to communist
nations. Accordingly section 408 of the bill would provide that Czecho-
slovakia, which owes U.S. citizens a balance of $105 million for expro-
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ration of their properties in the late 1940's, would not become eligible
or most-favored-nation treatment, or for U.S. loans or credit, or for

the release of certain gold the U.S. Government has been holding as
security for the payment of that expropriation debt, until that country
first -pays at least the principal amount it owes U.S. citizens ($64
million).

The Committee conducted two hearings on this section of the
legislation during which the Deputy-Secretary-of State and several

- other representatives of his department were heard at length. The
testimony presented reinforced the Committee's belief that, under title
IV, Congress must have the right to review actions the Executive
Branch proposes to take to grant valuable new trade and other
economic benefits to conmmunist nations, especially when those actions
also involve the surrender or settlement of important interests of the
United States or its citizens.

In this particular case, the facts developed by the Committee show
that when Czechoslovakia became a communist nation shortly after
World War II, it expropriated all properties in that country owned
by U.S. citizens. No compensation of any kind was provided.

In turn, as a means of ultimately securing payment for these
expropriated properties the U.S. Government -

(i) seized and blocked all assets belonging to Czechoslovakia
in this country; and

(ii) announced that, as a member of the Tripartite Commission
for the Restitution of Monetary Gold established under the
Paris Reparations Agreement of 1946, it would insist that 18.4
metric tons of gold belonging to Czechoslovakia and controlled
by that Commission be withheld from Czechoslovakia until the
latter compensated our citizens for their expropriated properties.'

In 1958, when Czechoslovakia continued to fail to provide compen-
sation, Congress passed Public Law 85-604 which directed the Foreign
Claims Settlement Commission to adjudicate the U.S. claims against
Czechoslovakia. In addition, Congress created a Czechoslovakian
Claims Fund in the Treasury to consist of the net proceeds of sale of
certain Czechoslovakian steel mill components the Secretary of the
Treasury had previously blocked and sold pursuant to an Executive
order issued by the President. Public Law 85-604 provided further
that if Czechoslovakia failed voluntarily to pay the outstanding U.S.
expropriation claims within a year, the $9 million fund so established
would be used by our Government to provide partial compensation of
the U.S. claimants.

Czechoslovakia failed to make any voluntary payments, and the $9
million fund was utilized by our Government to provide partial com-
pensation. Approximately $500,000 was consumed in the administra-
tion of the fund and the adjudication of the claims, so the net amount
finally distributed in 1962 to the U.S. award holders was only $8.5
million. However, the awards rendered by the Foreign Claims Settle-

I Under the terms of the 1946 agreements which created tle Tripartite Com-
mlsion, the Commission's actions must be taken by "unanimous consent of its
members." Hence as one of three members, the U.S. Government's action
effectively blocked release of the 18.4 tons of gold to Csechoslovak[A. In fact,
a major portion of that gold is physically held by our Government here in the
United States.
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ment Commission totaled $113.64 million, so after distribution of
the $8.5 million fund, Czechoslovakia was still indebted to our citizens.
in the sum of $105 million. That indebtedness remains outstanding-
today, 25 years after the U.S. properties were originally expropriated.

In the meantime, of course, international conditions have can ed
Czechoslovakia, like the Soviet Union and other Communist bloc
nations, seeks most-favored-nation treatment under U.S. tariff laws.
Title IV of this bill would authorize the granting of that treatment
if a bilateral commercial agreement was approved by Congress.
It is estimated that this could result in new trade for Czechoslovakia
worth hundreds of millions of dollars a year.

Also like the Soviet Union, Czechoslovakia is interested in U.S.
loans, grants, credits and guarantees. During the two-year period
from 1946 to 1948, before Czechoslovakia became a communist country
the United States extended grants and long-term credits to that coun-
try totaling $191 million. No U.S. assistance of any kind has been
received by Czechoslovakia since the expropriation of U.S. properties.
In the interim, Czechoslovakia's neighbor, Yugoslavia, has received-
U.S. economic assistance totaling $2.7 billion, and just last year, the
Soviet Union enjoyed favorable U.S. loans and credits in the sum of
$851.2 million.

Moreover, Czechoslovakia wishes to recover the 18.4 metric tons of
gold the United States has been holding as security for the payment of
its citizens' expropriation awards. That gold has increasedin market
value from $20 million in 1946 to approximately $100 million in 1974.

It was not surprising, therefore, that late last year, with Congress.
well along the way to passing trade legislation which opens the door-
to vast new economic benefits, Czechoslovakia suddenly indicated its
willingness to negotiated settlement of the 25-year-old $105 million
expropriation debt it owes citizens of the United States. Plainly, the
U.S. negotiating position could not have been more favorable. The
blocked gold alone was worth far more than the principal balance
owed by Czechoslovakia ($64 million), and as indicated above, the
hundreds of millions of dollars of new annual trade and economic
benefits sought by Czechoslovakia were vitally important to that
nation.

Unfortunately, however, a proposed draft settlement agreement was.
initialed in Prague in July 1974 which is completely unacceptable and
contrary to the valid interests of the 2,600 citizens of the United
States whose properties were expropriated by Czechoslovakia. Es-.
sentif-lly, these are the terms of that proposed agreement:

1. The United States should immediately release to Czechoslovakia
the 18.4 tons of gold and all other blocked assets it has been holding
as security for Czechoslovakia's payment of the $105 million expro-
priation debt.

2. Czechoslovakia's $105 million expropriation debt to citizens of
the United States should be fully and fifially settled for only $20.5
million such sum to be paid in installments over the next 12 years.

3. Utpon passage of this legislation, Czechoslovakia would be
eligible to apply for most-favored-nation treatment under our tariff
laws and for extension of the other important economic benefits.
described above.
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During its presentation to the Committee, the State Department
repeatedLy contended that this proposed agreement is "the- most
favorable one we have concluded with the Eastern European countries
in the post-war years." That representation is simply not true. Far
better settlements were made with Yugoslavia afd Bulgaria, the
former, for example, having paid 100 cents on the dollar of the amount
it owed U.S. citizens for the expropriation of their properties after
World War II. Similarly, far more advantageous settlements were
made of our citizens' war damage claims against Germany and Italy.
And, of course none of these arrangements involved a long installment
payment plan whereby our citizens would finally be paid, without
interest of any kind ini 1987 for the properties they lost in 1947--or a
plan whereby installment payments are to be made by the debtor
nation long after the United States releases all security it presently
holds for ultimate payment of the debt.

One-sided agreements of this nature are especially dangerous to
the ULited States and its citizens at this particular time in history
when nations in various parts of the world are threatening to expro-
priate or nationalize U.S. properties worth billions of doll ar, while
other nations have already talen valuable U.S. holdings without the
payment of just compensation. The United States simply cannot
afford to proclaim in the face of this trend that expropriations of U.S.
properties, will quickly be forgotten if the taking'nation ultimately
offers a relative pittance in return.

Section 408 of the bill therefore seeks to resolve a difficult problem
as fairly as possible to both our own citizens and Czechoslovakia as
well. It does not prohibit the granting of most-favored-nation status
or other economic benefits to the latter. Rather, it provides that those
benefits may be extended, but only after Czechoslovakia first pays
at least the principal amount ($64 million) owed on its outstanding
$105 million expropriation debt.

EFFEC"m ONIOTHR LAws

It is the Committee's intent tiat nothing in this title should Le
construed as authorizing sales or transfers which are proscribed under
other provisions of the law (for example, the Mutua[ Defense Assist-
ance Control Act or the Trading With the Enemy Act). /
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The CHAnumAN. If you have a prepared statement, we will be happy
to hear it. I will call on Senators.

STAT OP HON. HENRY A. KISSINGER, SECRETARY OF STATE,
ACCOMPANIED BY THOMAS 0. ENDERS, ASSISTANT SECRETARY
OF STATE FOR ECONOMIC AND BUSIN -AFFAIRS, AND AMBAS.
SADOR WILLIAM D. BER , SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

Secretary K nssnxim I thank you, Mr. Chairman, for this opportu-
n.ty to api ear before your committee, and particularly for your pa-
tience while scheduling difficulties were being worked out.

Let me first address the question of why the administration places
such a high priority on pasage of the Trade Reform Acta.. priority
which has increased since the bill was first introduced. At a time when
the economic stability of the world has been severely shaken and dif-
ficult times still lie ahead, it is of critical importance to demonstrate
that the nations of the world can resolve critical economic problems
and conduct their trading relationships in a spirit of compromise and
a recognition of interdependence.

There are many. causes of the current worldwide economic crisis.
But one of the principal problems is the unwillingness of too many
nations to face the facts of interdependence. The application of ever
more restrictive trade practices, the insistence on the unfettered ex-
ploitation of the national advantage, threatens the world with a re-
turn to the beggar-thy-neighbor policies of the thirties.

The United States has repeatedly urged the nations of the world
to raise their sights and to avoid ruinous confrontation. In the fields
of food and energy we have made far-reaching and detailed proposals
to give effect to the principles of interdependence for the common
benefit. The trade negotiations which will be made possible by the bill
before you ard part of thib overall design.

The major trading nations stand today uneasily poised between
liberalized trade and unilateral restrictive actions leading towards
autarky. If they choose the second course, global economic difficulties
will be magnified and an international economic crisis will be upon
us. This in turn will make all other international problemsmore dif-
ficult to solve. For such a catastrophe to result from our failure to act
would be a blow to international stability of potentially historic pro-
portions.

In my testimony before this committee of March 7, 1974, I stated
the objectives of the Trade Act to be as follows

A mutual reduction of trade barriers among. industrialized coun-
tries.

A joint response by industrialized countries to the aspirations of de-
veloping countries which require the expansion of exports to sustain
their development programs.

A normalization of trade relations between the United States and
the countries of Eastern Europe and the Soviet Union.

A new start on emerging trade issues that are not covered under
the present trade rules and procedures.
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The preservation and enhancement of a global, multilateral eco-
nomic relationship, and the dampening of tendencies toward discrim-
inatory arrangements among selected groups of countries.

Mr. Chairman, the importance of these objectives has been empha-
sized by events since. I am confident that current economic problems
can be solved.

We should bear in mind that the foreign policy implications of the
Trade Reform Act are not limited to those provisions on which I wish
at your request to direct my main comments--our trade relations with
Communist countries, and generalized preferences for developing
countries.

The bill in its entirety is an absolutely essential tool if the United
States is to be in a position effectively to manage its overall relations--
political and economic-at a time when the world economy is at a
critical point.

Mr. Chairman, you have asked me to return to your committee to
comment specifically on the emigration issue as it relates to title IV
of the trade bill; a problem dealt with in the Jackson-Vanik amend-
ment to title IV.

Let me state at the outset that I deal with this matter with con-
siderable misgiving because what is said on this occasion could, if
not handled with utmost care, deal a serious setback both to the cause
of freer emigration from the U.S.S.R. and to the more hopeful trend
in United States-Soviet relations that has been maintained for the
last few years and which was recently strengthened in the President's
meeting with Mr. Brezhnev in Vladivostok.

As you are well aware, the administration since the beginning of
d(tente had been making quiet representations on the issue of emi-
gration. We were never indifferent to nor did we condone restrictions
placed on emigration. We understood the concerns of those private
American groups that expressed their views on this troubling subject.

We believed, based on repeated Soviet statements and experience
that making this issue a subject of state-to-state relations might have
an adverse effect on emigration from the U.S.S.R. as well as jeopardize
the basic relationship which had made the steadily rising emi ration
possible in the first place. We were convinced that our most effective
means for exerting beneficial influence was by working for a abroad
improvement in relations and dealing with emigration by informal
means.

It is difficult, of course, to know the precise causes for changes in
emigration rates. We know that during the period of improving rela-
tions and quiet representations, emigration rose from 400 in 1968 to
about 33,500 in 1973. We believe that increase, as well as recent favor-
able actions on longstanding hardship cases, was due at least in part
to what we had done privately and unobtrusively.

We are also convinced that these methods led to the suspension of
the emigration tax in 1973. We can only speculate whether the de-
cline by about 40 percent in 1974 was the result 4f decisions of po-
tential applicants or whether it was also affected by the administra-
tion's inability to live up to the terms of the trade agreement we had
negotiated with the Soviet Union in 1972.

Nevertheless, we were aware that substantial opinion in the Con-
gress favored a different approach. We recognized that if our Gov-
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eminent was to be equipped with the necessary means for conducting
an effective foreign policy, it would be necessary to deal with the emi-
gration issue in the trade bill.

As I stated in my previous testimony before thiW committee, we
regard mutually beneficial economic contact with the U.S.S.R. as an
important element in our overall effort to develop incentives for re-
sponsible and restrained international conduct.

I, therefore, remained in close contact with leaders of the Congress
in an effort to find a means of reconciling the different points of view.
I remember that I was urged to do so by several members of this com-
mittee when I testified before you on-larch 7 of this year. Shortly
afterwards, I began meeting regularly with Senators Jackson, Ribi-
coff, and Javits to see whether a compromise was possible on the basis
of assurances that did not reflect formal governmental commitments
but, nevertheless, met widespread humanitarian concerns.

We had, as you know, been told repeatedly that the Soviet Union
considered the issue of emigration as a matter of its own domestic
legislation and practices not subject to international negotiation. Withthis as a background, 1 must state flatly thet if I- were to assert here
that a formal agreement on emigration from the U.S.S.R. exists be-
tween our governments, that staLement wouid immediately be repudi-
ated by the Soviet Government.

In early April, the three Senators agreed to an approach in which I
would attempt to obtain clarifications of Soviet ctomestic practices
from Soviet leaders. These explanations could then be transmitted to
the n the form of a letter behind which our Government would
stand .

My point of departure was statements by General Secretary Brezh-
nev during his visit to the United States in 19_73 to both our Executive
and Members of Congress to the effect that Soviet domestic law and
practice placed on obsLacles in the way of emigration.

In conversations with Foreign Minister (romyko in Geneva in
April, in Cyprus in May, and in Moscow in July we sought to clarify
Soviet emigration practices and Soviet intentions with respect to
them. It was in these discussions that information was obtained which
subsequently formed the basis of the correspondence with Senator
Jackson, with which you are familiar.

In particular, we were assured that Soviet law and practice placed
no unreasonable impediments in the way of persons wishing to apply
for emigration; that all who wished to emigrate would be permitted
to do so except for those holding security clearances; that there would
be no harassment or punishment of those who applied for emigration;
that there would be no discriminatory criteria applied to applicants
for emigration, and that the so-called emigration tax which was
suspended in 1973 would remain suspended.
7t was consistently made clear to us that Soviet explanations applied

to the definition of criteria and did not represent a commitment as to
numbers. If any number was used in regard to Soviet emigration, this
would be wholly our responsibility; that is, the Soviet government
could not be held accountable for or bound by any such figure. This

* point has been consistently made clear to Members of Congress with
whom we have dealt.
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Finally, the discussions with Soviet leaders indicated that we would
have an opportunity to raise informally with Soviet authorities any
indication we might have that emigration was, in fact, being interfered
with or that applicants for emigration were being subjected to harass-
ment or punitive action in contradiction to these assurances.

The points I have just cited have always been the basis for my con-
tacts with Senators Jackson, Javits, and Ribicoff.

I may add that these points have been reiterated to us by Soviet
leaders on several occasions, including in President Ford s initial
contacts with Soviet representatives after he took office, and in August
again recently at Vladivostok.

All these clarifications were conveyed to the three Senators, and
eventually led to the drafting of the exchange of correspondence pub-
lished by Senator Jackson on October 18. The process took much time,
however, because of the administration's concern that there be nomisleading inference-4pecifically, that there be no claim to commit-
ments, either in form or substance, which, in fact, had not been made.

Within a week of being sworn in, President Ford took a direct and
personal interest in settling the issues ye -outstanding. He met or had
direct contact with the three Senators-as well as with you, Mr.
Chairman---on several occasions. He discussed the subject with leading
Soviet officials.

These contacts and conversations eventually resulted in the drafting
of two letters, one from me to Senator Jackson and one from the Sen-
ator to me.

The first of these letters contains the sum total of the assurances
which the administration felt in a position to make on the basis of dis-
cussions with Soviet representatives.

The second letter contained certain interpretations and elaborations
b Senator Jackson which were never stated to us by Soviet officials.
They will, however, as my letter to Senator Jackson indicated, be
among the considerations which the President will apply in judging
Soviet performance when he makes his determination on whether to
continue the measures provided for in the trade bill, that is, extension
of governmental credit facilities and of most-favored-nation
treatment.

We recognize of course-that these same points may be applied by the
Congress in reaching its own decisions under the procedures to be pro-
vided in the trade bill.

With the exchange of correspondence agreed, it became possible to
work out a set of principles-which, I understand, has now beei offered
as Senate Amendment 2000-whereby the President will be authorized
to waive the provisions of the original Jacks6-Vanik amendment and
to proceed with the granting of MFN and Eximbank facilities for at
least an initial period of 18 months.
"These procedures Will also provide for means whereby the initial

grants can be continued for additional 1-year periods,
Thus, Mr. Chairman, I believe a satisfactory compromise was

achieved on an unprecedented and extraordinarily sensitive set of is-
sues. I cannot give you any assurance concerning the precise emigra-
tion rate that may result, assuming that the trade bill is passed and
MFN is extended to the USSR.
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As I noted earlier, it is difficult to know fully the causes of past
changes in Soviet emigration rates. However, I do believe that we have
every right, to expect, as my letter to Senator Jackson said, t-hfat the
emigration rate will correspond to the number of applicants and that
there will be no interference with applications. If some of the current
estimates about potential applicants are correct, this should lead to an
increase in emigration.

I believe it id now essential to let the provisions and understandings
of the compromise proceed in practice. Iam convinced that additional
public commentary, or continued claims that this or that protagonist
has won can only jeopardize the results we all seek.

We should not deludeiourselves that the commercial measures to be
authoized by the trade bill will lead a powerful state like the Soviet
Union to be indifferent to constant and demonstrative efforts to picture
it as yielding in the face of external pressure, nor can we expect ex-
tended debates of domestic Soviet practices by responsible U.S. public
figures and officials to remain indefinitely without reaction.

We should keep in mind that the ultimate victims of such claims
will be those whom all~of us are trying to help.

Therefore, I respectfully ask that your questions take account of thesensitivity of the issues. There will be ample op rtunitytotestin
practice what has been set down on paper and to debate these matters
again when the time for stocktaking foreseen in the legislation has
come. With this caveat, I shall of course answer your questions to the
best of my ability. w

As I indicate to this committee in March, we seek improved rela-
tions with the Soviet Union because inthe nuclear age we and'the
Soviets have an overriding obligation to reduce the likelihood of con-
frontation. We have profound differences with the Soviet Union, and
it is these very differences which compel any responsible administra-
tion to make a major efort to create a more constructive relationship.
In pursuing this policy, we are mindful that the benefits must be
mutual, and that our national securitymnust be protected.

With respect to title IV of the trade reform bill, we believe we are
now in a position to meet these vital concerns adequately, while at the
same time bringing important economic and political benefits to the
United States.

I. I would be remiss if I did not also take this opportunity tWcom
ment briefly on another part of the trade bill which has important
foreign policy implications.

You will rea, W. Chairman, that I wrote to you in September to
express my strong support for title V of the Trade Reform Act be-
cause I coyider the prompt implementation of a menutgful system of
generalized preferences iinportant to' U.S. relations with dev:061oi
countries. I am gratified that this committee has agreed to ondoithe
concept of generalized tariff preferences. h are t s t N

I have, however, serious_questions about the decision df your cm
mittee to exclude automaticaly certain categories of developing co-.
tries from the benefits of these preferences.

The concerns which these amendments reflect are, I believesb 4re
by all in both the executive and legislative branches bf our (oei
mentl. I am notopposed tohaving these concetmn put on the record .
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However, these amendments, as we understand them would result
--- in the automatic denial of preferences to a number of important de-

veloping countries Such automaticity could work to our disadvantage.
For exa*'ple, would it be in our interest to exclude all members of

the Organization of Petroleum Exporti Countries including those
which did not participate in last year's oil embargo I

Moreover, many of the countries affected-including those who can
play a role in helping prevent renewed conflict in the Middle East-
are just those with which we are now actively engaged in efforts to
strengthen our relations and to work out mutually acceptable solutions
to difficult economic and political problems.

With respect to the automatic denial of preferences to countries
expropriatifig U.S. property, the Congress recognized last year that
inflexible sanctions are not effective in promoting the interests of
American citizens or businesses abroad, and therefore modified theUickenlooper amendment to authorize the President to waive its sanc-
tions when required for our national interest. The same discretionary
authority should be provided in the trade bill.

This committee has made several changes in title V which we con-
eider to be distinct improvements. At the same time, I believe that title
V, as passed by the House, contains ample authority to provide or to
deny generalized preferences to any country whenever it is in the over-
all interest of the United States to do so.

I can assure you that the adminisration will keep Congress fully
informed in advance of the basis for any decisions on beeficiary
status. I am confident that you and your committee will give serious

-consideration to the problems that I have raised.
The trade bill is one of the most important measures to come before

the Congress in many years. It is essential to our hopes for a more
stable, more prosperous world. This Congress, in the tune remaining
to it, thus has an opportunity to contribute to the construction of a
safer and more peaceful world.Thank you, Mr. Chairman.

The CHA-tmAzN. Senator Byrd asked that these hearings be held and
has insisted that we should understand this subject before the Senate
takes the bill up. I, therefore, yield my time to Senator Harry Byrd.

I would suggest that the first round of questions would be limited
to 10 minutes for each Senator and thereafter perhaps we can have a
longer time for those who care to participate further.

Senator Bmrn. Thank you, Mr. Chairman.
Mr. Secretary, the trade reform bill as approved by the House Ways

and Means Committee and by the House of Representatives and by
the Committee on Finance includes the Jackson-Vanik amendment, of
which I am a cosponsor, which requires certain concesions from Russia
in return for being granted most-favored-nation treatment and long-
term low-interest rate loans.

You told this committee on March 7 that you would recommend a
veto of the trade reform bill if the Jackson-Vanik amendment remains
in the bill because it would be interfering in the internal affairs of
the Soviet Union.

My question, Mr. Secretary, is this: In return for the United
States granting most-favored-nation tariff treatment, U.S. technology
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and long-term credits at taxp~yer-subsidized interest rates to Russia,
do you think the United States should demand concessions from
RussiaI

Secretary Klssn onE Senator, to complete the record of what I said
on March 7, 1 also pointed out to Senator Nelson and others that I
was prepared to work with members of this committee or other inter-
ested Senators on a compromise between their concerns and the con-
cerns that I expressed here, and I did not flatly say that we would
veto any bill that included the Jackson-Vanik amendment.

To answer your question, Senator, I believe that the United States
has a right, indeed it has a duty, to ask for reciprocity from the
Soviet Union in return for any concessions that we make to the
Sovet Union.

Senator Brm). What firm commitments do you have from Russia I
Secretary inx Oia. As I pointed out in my testimony, we have

to separate two problems. We have to separate the problem of state-
to-state relationships, and we have the problems that do not lend them-
selves to international negotiations as they are commonly practiced.

As I pointed out in my testimony on March 7, the United States
did not begin commercial discussions with the Soviet Union in the face
of considerable pressure that we do not do so until the Soviet-Union
had satisfied certain international standards of conduct which we
thought were necessary before a more normal trading relationship
could be established.

It was only after the Soviet Union began to practice greater re-
straint in certain important areas that we began these commercial
negotiations.

ow with respect to the Soviet emigration practices, we face the
dilemma that it is highly unusual, in fact, I know of very few prece-
dents in international relations, where thM domestic relations of an-
other country becomes the subject of an international quid pro quo.
We, therefore, had to find a formula which would satify the concerns
of those who were concerned with the emigration issue and at the
same time the Soviet's refusal to make this the subject of a state-to-
state negotiation.

I would also like to point out that even prior to this we had made
repeated presentations to the Soviet Union, which we did not publi-
cize, on the issue of emigration, and these presentations were clearly
not without effect because Jewish emigration from the Soviet Union
rose between 1969 and 1978 from a rate of 400 a year to a rate of
38,600.

Now, what I have attempted to set down before this committee,
Senator, is a formula by which the Soviet leaders explain their
domestic practices and legislation to us in the form of certain clarifi-
cations, assurances, and information.

This is not a formal commitment. Nevertheless, the President in his
conversations with the three Senators, and I in my letter to Senator
Jackson, summed up these clarifications and indicated that the U.S.
Government would stand behind them as having been received from
the Soviet Government as a means of clarifying the issue. We thought
that this formula would satisfy the concerns of all interested parties,
and we proposed that the Congress permit us to see whether this can
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operate. In 18 months we can all-see whether this system of indirect
assurances will in fact operate as we hope it will.

Senator BnuD. You say the Jackson-Vanik amendment interferes
with the internal affairs 6f Russia.

Does or does not the Kissinger-Jackson compromise interfere in
Russia's internal affairs?

Secretary K ox. The compromise which I have put before the
committee takes great care t) maintain the distinctions that we have
tried to elaborate while hopefully producing a positive outcome on
what we are attempting to achieve, namely, increased Jewish
emigration.

Senator Bmw. In replying to my second question, you stated it was
very unusual for one nation to attempt to interfere in the emigration
matters of another nation, and I certainly agree with that statement.

Then you point out that you have made great prog in this regard.
What continually comes to my mind is why would the second most
powerful nation in the world bow to the demands of the Congress
for concessions on Soviet emigration ?

Does this not suggest just how badly Russia needs and wants
American technology, long-term loans, and- taxpayer-subsidized inter-
est rates ?

Secretary KIsNGEP. Well Senator Byrd, again I would like to
point out that we had made these presentations before there had been
any congressional pressures.

I believe that what has been achieved through a variety of means
does indicate that the Soviet Union places considerable importance on
improved relations with the United- States, including the acquisition
of the benefits which you have described.

However, there is a point beyond which this cannot be pressed. It
is a question of judgment where that point is.

Senator BYRD. The Soviet Union has turned to the United States for
economic assistance, for our capital, our agricultural produce, and our
advanced technology, all the while improving and expanding its
nuclear and conventional military power.

My question is this: Whatever its intended purpose, does not the
extending of long-term credit to the Soviets get them out of an eco-
nomic bind while permitting them to continue their high rate of de-
fense spending?

- Are we not actually subsidizing the Soviet military buildup?
Secretary KissINoER. Soviet history, Senator, tends to indicate that

the Soviet Union will maintain a high rate of defense spending re-
gardless of its trading relationship with other countries. It main-
tained a high rate of d-efense spending during the period of complete
ostracism by other countries It maintained a high rate of defense
spending during the period of a substantial cutoff of economic rela-
tions with the United States.

The judgment that has to be made is whether to engage the Soviet
Union in more normal economic practices and in this way improve
the position of its population, and whether this in turn will not cre-
ate further incentives for more responsible international conduct.

This consideration, if I may so say is all the more important if one
keeps in mind that there are many otAer nations that are eager to stop
in where we withdraw, especially Western Europe and Japan.



59

Senator ByR. Mr. Secretary, neither the Congress nor the tax-
payers have been told the extent of the obligation to extend subsidized
credit to the U.S.S.R., would you tell the committee what commit-
ments have been made in this regard I

Secretary KIssIoER. I am not aware of any commitments that have
been made to the Soviet Union. All commitments have been held in
abeyance subject to the passage by the Congress of the Trade Reform
Act and the associated Eximbank authorization.

Senator BYRD. What brings me to that question is the record which
shows that the Russian Government has received from the Eximbank
in loans $469 million plus $118 million in guarantees for a total of
$587 million.

Secretary KIsSING0R. Over a 3-year period.
Senator BYRD. Over less than a 3-year period, about a 14-month

period.
The Senate last month put a ceiling on additional loans and guar-

antees to Russia of $300 million. The Senate-House conferees removed
the ceiling.

Do you oppose a ceiling on additional loans and guarantees to
RussiaI

Secretary Kusrom. Senator, from the point of view of flexibility
in the conduct of foreign policy, I would prefer that no ceiling be
placed on these loans. But-I would favor congressional consultation so
that this committee is informed in a timely fishion of what is contem-
plated. But I believe it would increase the flexibility of our foreignpol-
icy if no ceilings were placed on-

Senator BYRD. What you are asking for is a blank check.
Secretary KSINOGR. No, Senator. You asked what will support our

foreign policy most effectively. I would have to say that I do believe
that we would be better off without a ceiling..

I do not think that this would necessarily constitute a blank check if
there are adequate consultation provisions because this will give the
Congress sufficient opportunity to present its opposition and presum-
ably the administration would not grant loans unless, in its judgment,
it supported the objectives of our foreign policy. And I can assure you
we will grant such loans with considerable restraint.'

Senator Biiw. I will get to the 18-month period a little bit later.
But to clarify one point, the information given to the Senate by the
Manager of the Eximbank was that these credits had been extended
over a period of 13 to 14 months.

Secretary KxssxNo, . Senator, I believe that the difference in per-
spective arises from the fact that the discussions may well have started
3 years ago and did not result in the granting of.credits until about 15
months ago. So my perception of it is that the discussions from a for-
eign policy point of view started shortly after the visit to Moscow by
Secretary Lynn and myself in 1972, though it is quite possible that
the first loan was not approved until some time afterward.

I think this is where the difference between your perception and
mine arises.

Senator BmD. Thank you.
Thank you, Mr. Chairman.
(The Department of State subsequently submitted the following

information:)
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DF.PARTMEKT OF STATE,

Washington, D.O., December 9, 1974.
Hon. RuaszL B. Longo,
Cohotnw#, Committee on Finanoe,
U.S. Smate, Wasington, D.O.

DrzA MI. CnmituAN: During the course of Secretary Kissinger's appearance
before your committee on December 8 there were several question about the

extent of Export-Import Bank lending to the Union of Soviet Socialist Republics.
The following information may help satisfy these questions.

Although informal discussions began considerably earlier, the Export-Import
Bank has beeln empowered to extend credits In support of United States export
sales to tjhe Soviet Union since October 18, 1972. On that date President Nixon
issued a determination, in accordance with Section 2(b) (2) of the Export-
Import Bank Act of 1945, as amended, that it was in the national interest for
the Export-Import Bank to extend financing in connection with trade between
the United States and the Union of Soviet Socialist Republics. This determina-
tion was made only when we felt that the broad normalization of relations with
the USSR across the whole spectrum of political, security and bilateral rela-
tions had shown sufficient progress to enable us to move ahead with normaliza-
tion of economic relations as well. Following this Pr~oldential determination,
the Bank began to accept financing requests for various sales proposals, some
of which hadairedy been under discussion between private American firms and
Soviet authorities for some time.

The Board of Directors of the Export-Import Bank has subsequently approved
sixteen loans to the USSR with a total value of $468,966,000. A list of these
loans is appended to this letter. In addition, the Export-Import Bank has issued
pre-shipment guarantes against certain political risks. These guarantees, with a
total value of $118 million, were In all cases issued to American firms to cover
products sold to the Soviet Union under Export-Import Bank direct credits, and
should not be considered as an addition to the $469 million in direct credits.
Thus this $118 million is insurance, and has no Impact on any credit market.

All of these loans have been extended to the Bank for Foreign Trade of the
USSR, with the guarantee of the Government of the USSR, and on terms and
conditions consistent with Export-Import Bank's standard operating procedures.
In considering these loans, the Board of Directors of the Export-Import Bank
has, as a matter of normal practice, consulted with the Department of State
and the National Advisory Council on International Monetary and Financial
Policies. The terms and conditions, including the interest rate, of the credits
extended to the Soviet Union were the standard Export-Import Bank terms
and conditions prevailing at the time. In each case, the Soviet Union has been
required to make a ten percent cash down payment and has borrowed 45 percent
of the contract value from private American commercial banks, at rates negoti-
ated directly with the private banks. The Export-Import Bank has extended
credits for the remaining 45 percent of the contract value.

In response to Congressional concern regarding credits to the Soviet Union,
the Bank has approved no loans since mid-1974, pending Congressional action
on the extension of the Export-Import Bank Act of 1945, as amended. The only
pending applications for credits to the Soviet Union at this time consist of one
final credit application for $1845 million and three preliminary commitment
applications totaling $76.5 million.

I hope you will call on me if you believe we can-be of further assistance.
Cordially, LiNwooD HoLTOm,

AssistaWt SeoretarV for Oonresiona Reaoss.
Enclosure:

Approved Export-Import Bank Credits to the Soviet Union.

Approved Report-Import Bank Oredit8 go the Sotieft Uion

[In thousands of dollars]

Project: Submersible electric pumps.
U.S. Export Value of Contract: $2,937 ---------- Credit: $11,672.
Preliminary Couimitment Application Received:

12/8/72.
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Preliminary Commitment Approved: 1/5/73.
Credit Application Received: 2/16/73 ---------- Credit Approved: 2/21/73.
Loan Agreement Signed: 8/22/78 -------------- Repayment Period: 7 yrs.
Repayment Starting Date: 8/5/74.
Project: Plant to-produce tableware and dishware.
U.S. Export Value of Contract: $6,893 ---------- Credit: $3,102.
Preliminary Commitment Application Received:

10/18/72.
Preliminary Commitment Approved: 10/24/72.
Credit Application Received: 2/27/73 ----------- Credit Approved: 3/5/73.
Loan Agreement Signed: 8/21/73 -------------- Repayment Period: 10 yrs.
Repayment Starting Date: 3/10/76.
Project: Kama River truck plant.
U.S. Export Value of Contract: $342,120 -------- Credit: $153,950.
Preliminary Commitment Application Received:

10/8/72.
Preliminary Commitment Approved: 11/10/72.
Credit Application Received: 2/28/73 ----------- Credit Approved: 3/5/78.
Loan Agreement Signed: 3/21/73 -------------- Repayment Period: 12 yrs.
Repayment Starting Date: 10/10/77.
Project: Circular knitting machines.
U.S. Export Value of Contract: $5,620 ---------- Credit: $2,529.
Preliminary Commitment Application Received:

3/7/78.
Preliminary Commitment Approved: 3/15/78.
Credit Application Received: 8/29/78 ----------- Credit Approved: 9/6/73.
Loan Agreement Signed: 1/11/74 -------------- Repayment Period: 7 yrs.
Repayment Starting Date: 2/10/75.
Project: Second tableware plant.
U.S. Export Value of Contract: $21,833 ---------- Credit: $9,825.
Preliminary Commitment Application Received:

3/80/78.
Preliminary Commitment Approved: 4/9/73.
Credit Application Received: 10/9/73 ----------- Credit Approved: 11/26/73.
Loan Agreement Signed: 2/8/74 --------------- Repayment Period: 10 yrs.
Repayment Starting Date: 11/15/75.
Project: Assembly plant for piston manufacture.
U.S. Export Value of Contract: $12,902 --------- Credit: $5,806.
Preliminary Commitment Application Received:

8/19/78.
Preliminary Commitment Approved: 8/26/73.
Credit Application Received: 10/9/78 ----------- Credit Approved: 11/26/7&
Loan Agreement Signed: 2/8/74 -------------- Repayment Period: 8 yrs.
Repayment Starting Date: 11/5/75.
Project: 38 gas reinjection compressors.
U.S. Export Value of Contraet: $26,252......- - Credit: $11,818.
Preliminary Commitment Application Received:

5/25/73.
Preliminary Commitment Approved: 7/10/73.
Credit Application Received: 10/81/73 ..... Credit Approved. 12/20/78.
Loan Agreement Signed: 2/8/74 --------------- Repayment Period. T yrs.
Repayment Starting Date: 11/5/75.
Project: Iron ore pellet plant.
U.S. Export Value of Contract: $36,000 .......... Credit: $16,200.
Preliminary Commitment Application Received:

7/16/78.
Preliminary Commitment Approved: 9/12/78.
Credit Application Received: 11/28/73 ---------- Credit Approved: 12/20/78.
Loan Agreement Signed: 2/8/74 ........ Repayment Period: 8 yrs.
Repayment Starting Date: 5/20/77.
Project: Transfer line for machining friction

drums.
U.S. Export Value of Contract: $5,580 .......... Credit: $2,511.
Preliminary Commitment Application Received:

6/22/78.

I Including $67.5 million credit increase approved 2/21/74.

42-902-74----5
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Preliminary Commitment Approved: 7/9/73.
Credit Application Received: 11/28/73 -----------
Loan Agreement Signed: 2/8/74 ........
Repayment Starting Date: 11/5/75.
Project: Transfer lines for piston plant.
U.S. Export Value of Contract: $15,722 ----------
Preliminary Commitment Application Received:

7/16/73.
Preliminary Commitment Approved: 9/12/73.
Credit Application Received: 11/28/73 ----------
Loan Agreement Signed: 2/8/74 ----------------
Repayment Starting Date: 5/5/76.
Project: Acetic Acid Plant.
U.S. Export Value of Contract: $44,515 ----------
Preliminary Commitment Application Received:

10/18/73.
Preliminary Commitment Approved: 1/3/74.
Credit Application Received: 1/25/74
Loan Agreement Signed: 4/12/74
Repayment Starting Date: 2/10/79.
Project: Transfer line for machine flywheels.
U.S. Exlrt Value of Contract: $7,458 ----------
Preliminary Commitment Application Received:

10/17/73.
Preliminary Commitment Approved: 1/3/74.
Credit Application Received: 1/25/74 -----------
Loan Agreement Signed: 5/23/74-----
Repayment Starting Date: 8/20/76.
Project: Moscow Trade Center.
U.S. Export Value of Contract: $80,000 ---------
Preliminary Commitment Application Received:

9/12/73.
Preliminary Commitment Approved: 12/3/73.
Credit Application Received: 1/29/74 -----------
Loan Agreement Signed: 5/23/74 --------------
Repayment Starting Date: 7/10/79.
Project: Canal building machinery.
U.S. Export Value of Contract: $6,600........
Preliminary Commitment Application Received:

11/12/73.
Preliminary Commitment Approved: 1/3/74.
Credit Application Received: 2/22/74 -----------
Loan Agreement Signed: 5/23/74
Repayment Starting Date: 12/15/75.
Project: Valve-making machinery.
U.S. Export Value of Contract: $4,700 ----------
Preliminary Commitment Application Received:

11/12/73.
Preliminary Commitment Approved: 1/3/74.
Credit Application Received: 2/22/74--_
Loan Agreement Signed: 5/1/74-_
Repayment Starting Date: 12/15/76.
Project: Chemical fertilizer products manufac-

turing equipment and storage and distribution
facilities.

U.S. Export Value of Contract: $400,000------
Preliminary Commitment Application Received:

5/14/73.
Preliminary Commitment Approved: 6/4/73.
Credit Application Received: 1/18/74 ----------
Loan Agreement Signed: 5/31/74 ------------
Repayment Starting Date: 5/20/79.

Credit Approved: 12/20/73.
Repayment Period: 8 yrs.

Credit: $7,075.

Credit Approved: 12/20/73.
Repayment Period: 8 yrs.

Credit: $20,032.

Credit Approved: 2/21/74.
Repayment Period: 10 yrs.

Credit: $3,356.

Credit Approved: 2/28/74.
Repayment Period: 7 yrs.

Credit: $36,000.

Credit Approved: 3/22/74.
Repayment Period: 10 yrs.

Credit: $2,970.

Credit Approved: 3/22/74.
Repayment Period: 5 yrs.

Credit: $2,115.

Credit Approved: 3:22/74.
Repayment Period: 5 yrs.

Credit: $180,000.

Credit Approved: 5/21/74.
Repayment Period: 12 yrs.
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The C1AIRMAN. Mr. Curtis.
Senator CuRTis. Mr. Chairman, if it would expedite matters to have

the Senator from Virginia to continue his line of thought, I would be
happy to yield half of my time for that purpose.

Senator BYRD. I thank the Senator very much.
Senator CGTws. I would like 21A minutes.
Senator-BinD. Why do you not take what you need and yield me back

what you do not need.
Sellator CURTIS. Mr. Secretary, I favor the early enactment of this

trade bill. I favor the bill substantially as it came from the President
of the United States.

Those of us who represent States having considerable agriculture
are aware of the importance of foreign trade to agriculture. There has
been a marked change in the price received, particularly by our grain
farmers. since certain avenues of triple have eien o)el(l lip.

We are dealing with a segment of our population that, over the years,
has only enjoyc1 about 80 percent of the income standard of living as
the rest of the economy.

I mention that not for the purpose of asking any specific question
but to assure you of our interest in such trade negotiations as can be
carried on that will continue to expand our agricultural exports. We
are interested on the import side of our foreign trade, I believe that we
should impose quotas on the importation of meat, but I will not go
into that with a specific question at this time.

I do wish to call your attention to a matter that you are aware of.
It is not very often that the entire Senate Finance Committee will take
up an individual case in behalf of somebody, but a letter was sent to
you dated April 5, 1974, signed by Chairman Long, which reads as
follows:

On April 5 Mr. Szabolcs Mesterhazy appeared before the Committee on Finance
and presented us with a courageous and stirring statement concerning his efforts
to be reunited with his son currently living in Hungary. Mr. Mesterhazy and his
family, except for his then 12-year-old son, escaped from Hungary in 1956. Since
that time, the Government of Hungary has refused to permit the remaining son
to emigrate from Hungary in order that be may be reunited with his family
here in the United States.

Mr. Mesterhazy has apparently asked the State Department to intercede with
the Hungarian Government on behalf of his son. Such efforts have as yet been
unsuccessful. I am writing you today on behalf of the Senate Finance Committee
to ask you to take any steps feasible to Intercede with the Government of Hungary
in an attempt to obtain the right to emigrate for his son. Any efforts that you can
undertake on behalf of Mr. Mesterhazy's son would be greatly appreciated.

I would like to be informed on the attitude of the Hungarian Government on
this matter before we go into executive session on the Trade Reform Act legisla-
tion.

With every good wish, I am
Sincerely,

RUSSELL B. TANG, Chairman.

Now, since that time information has been presented which might
indicate that the son was not anxious to come here, or that he was
suggesting a delay for certain nn)eal procedures over there.

I have information direct from the son. through the father, that that
is not the case, that those facts are in dispute, and briefly, could you
give us a report on this case?

Secretary KissNqGER. Senator, after the presentation from the com-
mittee, we'addressed urgent inquiries to the Hungarian Government
both in Washington and in Budapest. All I can tell you now is that
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we have been informed that this case is under urgent, high level re-
view in Budapest by the authorities there.

We will continue to use all the influence at our disposal and I believe
that the expressions of concern by this committee will be of powerful
assistance in pressing that case.

Senator CuRTIS. It will have the Suj)port on the secretarial level?
Secretary KISSINGER. Full support on the secretarial level, and it

has had full support.
Senator CURTIs. Now, is there anything in the exchange of corre-

spondence between Senator Jacksoni and yourself that relates to an
emigration matter for a country such as tIungary?

Secretary KIssiNoER. No there is nothing in that exchange of cor-
respondence. Of course, if title IV as it now stands becomes law, then,
before MFN can be granted, some set of assurances will have to be
worked out applicable to the specific conditions of the nonmarket econ-
oiny country concerned. This would allow the Pfesident to give the
Congress the same assurance with respect to that country that it has
with respect to the Soviet Union.

Senator Curris. Is Hungary a market economy?
Secretary KISSINGER. No; Hungary would fall under the provisions

of this amendment. We have not had any discussions with Hungary
on this subject. We have had some preliminary discussions with
Romania.

Senator CURTS. I yield back the balance of my time, or yield it to
the Senator from Virginia.

Senator Bvmu). I thank the Senator from Nebraska very much.
Mr. Secretary, is it not correct what the Soviet Union really wants

and really needs from the United States are technology, know-how,
long-term credits, and low interest rates? That is really what it needs.

Serretarv KIss[N-GE. What was the last thing?
Senator BYRD. Subsidized low interest rates.
Secretary Kissi:NER. Well, I think it is correct that the Soviet Union

has indicated an interest in all of these items and that the decision that
we have to make is to balance the relative strengthening of the Soviet
economy this could represent against the advantages of drawing the
Soviet Union into more normal international relations.

I think it is also important to point out that these credits which you
have mentioned represent a very small sum to an economy that has a
several hundred billion GNP.

Senator BYRD. Thank yon. Mr. Secretary.
Now' in your statement today, you mentoned Senate amendment No.

2000. I have not seen the amendment so I cannot comment categorically
on it. But your statement says that Senate amendment No. 2000 would
authorize the President to waive the provisions of the original Jack-
son-Vanik amendment and to proceed with the granting of most-fa-
vored-nation treatment and Export-Import Bank facilities for at least
an initial period of 18 months.

Now the reason that I would have difficulty supporting that amend-
ment is that if there is no ceiling on Eximbank loans to Russia, then
during that next 18 months hundreds of millions or billions of dol-
lars can be made in loans and.guarantees to Russia, and then 18 months
later. when the Congress reviews it, all of the money has left the coun-
try and what do we do then?
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Secretary KissiNGER. Well, first of all, the reason Eximbank facil-
ities are mentioned is because the granting of Exim_ facilities has
been tied to the passage of the Trade Reform Act. We recognize that
the Eximbank facilities are subject to separate legislation. Whatever
you adopt here in the trade reform bill only removes the impediment
that has been created by making Export-Import loans subject to the
passage of the trade reform bill. It does not prevent the Congress from
passing whatever legislation it wishes with respect to the Eximbank.

Senator BYRa. Yes, but if I may interrupt here, Mr. Secretary, the
State Department has lobbied against the ceiling-

Secretary KIsSINGER. That is correct.
Senator BYRD [continuing]. On loans to Russia.
Secretary KIssINGFR. That is correct.
Senator BYRD. You yourself say you do not favor a ceiling?
Secretary KIssINo . That is correct.
Senator Byr. Yet you want the Jackson-Vanik provision waived

for 18 months, which certainly clearly makes possible the granting of
hundreds of millions of dollars or billions of dollars of Export-Import
credits.

Secretary KiSSINGER. You proceed from the premise that there is an
unquenchable desire to pour money into the Soviet Union.

Senator Byr. Yes, 3 do proceed from that. I will be frank with
you, I do proceed from that premise.

Secretary KISSiNGER. I would suggest to you, Senator, that for the
first 3 years of our dealings with the Soviet Union the criticism
that was made against us in the Senate, to be sure not from you, was
that we were too reluctant to extend commercial benefits to the Soviet
Union. The argument then was that commercial benefits would have a
tendency to brino about a more moderate Soviet policy. So I can assure
you that our policy has always been to relate the economic benefits to
progress in international affairs so that the danger you describe, even
in the absence of any other congressional restraints, w would be minimum.

Secondly, while we do not want a legislated ceiling we are prepared
to work out consultative e arrangements by which the Congress would
be fully informed about the rate of contemplated loans. The Congress
would in this way have an opportunity to express its objections while
these loans were being considered.

So I am opposed to a legislated ceiling because it would deprive us
of flexibility but I do not object to congressional review in such a man-
ner that we would have to take very seriously into account the congres-
sional views before major loans were made.

Senator BYRD. Major loans have been made. The Senate has
evidence of it. It wishes a ceiling of $300 million be established on
additional loans, at the end of which time the administration could
come back and make additional requests if it wishes.

Secretary KISSINGER. Of course the Senate is a coequal branch of the
Government and has a right to legislate what it wishes. When the Sen-
ate asks us for our opinion we have to state that we think it would be
better if this were not done. After that, it is up to the judgment of
the Senate.

Senator Brn. Think you, sir.
The CHAIRMAN. Senator Hartke.
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Senator HARTKE. Mr. Secretary, let me ask you first, would the ap-
plication of this amendment, in its totality, affect other nations as well"or example, would it affect, the nonniarket European countries of East
Germany, Czechoslovakia, Poland, Hungary, Estonia, Latvia, Lithu-
ania, Albania, Rumania, and Bulmgaria.

Secretary KIssING ER. It would apply to all these countries except
Poland and Yugoslavia which already have most-favored-nation
status.

Senator HARTKE. I understand. There are other conditions in the leg-
islation. What I am asking you is whether this would in effect extend
most-favored-nation treatment to those countries which I just
numerated.

Secretary KISSINGER. This legislation does not extend most-favored-
nation treatment, it gives us the authority to negotiate a most-favored-
nation treaty and it would apply to all of the countries which you have
mentioned with the exception of the three Baltic countries.

Senator HARTKE. Would it apply to China?
Secretary KISSINMER. As the law is written it would apply to China.
Senator HARTKE. Let me ask you--
Secretary KISSINGER. It would, however, present massive difficul-

ties if we attempted to apply it, to China.
Senator HARTKE. I am not talking about the difficulties.
Secretary KIssIXGER. It would apply to China.
Senator IARTKE. It would apply to China; would it not? Isn't tlnt

fair?
Secretary KI sIXGER. Of course.
Senator HARTKE. Another question, I think this is the real question,

and maybe the crux of what presents such a great concern to so many
Americans. It is the very simple fact that i? trading with Russia is
such a good business, why do we have to stand as a guarantor of the
business deal that is made with them? This really means that the
middle American who is paying the taxes in America is ultimately the
guarantor of the trading proposition made by the American business-
man with the Russians.

Secretary KISSINGER. You are talking now about the Exim Bank
loans?

Senator HARTKE. Right.
Secretary KIssINGER. Of course MFN only gives to the Soviet

Union what over a hnudred other nations already have. The phrase
mostt favored nation" is a misnoner-it confers no special benefit.
The question of why guaranteed loans should be made is a problem
of the relative position of the Soviet. economy as it now stands. Sec-
ondly, it is a question of opening up new markets. These Inans have.
for exmaple, been extended even to healthy industrialized countries
like Japan and to Great Britain. In fact, I think Japan is the largest
has been the largest. in the past.

Senator HARTKE. But why should the American taxpayer, the
middle-income American, why should he be the guarantor in effect
of a business proposition made to Russia under such circumstances
as we have enumerated in this bill?

Secretary KIssiNGER. As I pointed out earlier, Senator, there are
two reasons. One is that the European Community and Japan are
both extending similar types of credits. Secondly, I would judge that
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the foreign policy benefits of engaging in these loans justifies granting
them. So I would do it not purely on commercial grounds but also
on foreign policy grounds.

Senator HARTKE. But in effect, the guarantee and the subsidized
interest rate is really borne by the American taxpayer; isn't that true?

Secretary KISSINGER. That is to a considerable extent true.
Senator HARTKE. What we have done here is provide for a benefit

to these cour tries which have an ideology which is foreign to our
ideology, a benefit which frankly we don't extend to our own citizens
here at home.

Secretary KISSINGER. That is perfectly correct. What one has to
judge is whether the benefits which we derive from this-

Senator HAIRTrKE. You do say that is a correct statement of the
situation?

Secretary KISSINGER. That is a correct statement.
Senator HARTKE. In view of the limited time let me ask you just

for some amplification of this exchange of letters and, I don't think
these are ambiguities which are difficult.

On page 204 of the Trade Reform Act report by the Finance Com-
mittee to the Congress, in the letter from you to Senator Jackson you
make the statement that we have been assured that the following
criteria and practice will henceforth govern emigration from
the TT.S.S.R.

Who is the "we"? "We have been assured", by whom? Who is the
"we") on one-side and who is the assurer on the other side?

Secretary KIssINGER. As I pointed out before, this is a rather deli-
cate matter. I have had many conferences on this subject with Ambas-
sador Dobrynin and conferences with Foreign Minister Gromyko as
I have enumerated in my testimony today. In addition. when Presi-
dent Ford took office he had some conferences in which the statements
that I have made here were reconfirmed by the same individuals.
Finally. Secretary General Brezhnev has made analogous statements
to President Nixon, to myself and recently to President Ford.

This is the structure of the assurances that we have.
Senator HARTKE. Are. the assurances then made from Mr. Brezhnev,

Mr. Gromvko., and Mr. Dobrynin?
Secretary Kiss Nov, That is correct.
Senator IARTxE. Is Mr. Potolochev involved in those?
Secretary KssiNoE-R. Who?
Senator HARTKE. Mr. Potolochev.
Secretary KISSINGER. No.
Senator HARTKE. He is not. In other words, it is from these three

people that the assurances have been made.
Have they been made from Mr. Kosygin?
Secretary KIS I NER. No.

Senator I-AlrKE. From the PresidentI
Secretary KISSINOE. PodgornvI
Senator HARTKE. Podgorny. Tt is hard to keep up.
Secretary KTSSOXnR. Not to my office. not, to the President. But let

me point out, in order to be precise, what it is that the Soviet leaders
have described to us. The Soviet leaders have not made an assurance,
have not made a commitment to the Government of the United States.
The Soviet leaders have described to us what they consider to be the
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Soviet practice with respect to emigration, and we have in turn con-
ve ed this understanding of the Soviet practice to the three Senators.

Senator HARTKE. Yes.But the implication from the letter is that you
have assurances from somebody.

Secretary KIssINoER. Well, I described-
Senator HARTKE. You said these assurances have not been specifically
made by anybody. Is that a correct statement?

Secretary KISsINoER. No, that is an incorrect statement.
Senator HARTKE. Please correct me.
Secretary KISSINGER. I have pointed out, Senator, that the state-

ments that have summed up in my letter-
Senator HARTKE. Yes.
Secretary KIssINGER [continuing]. Are statements that were made

to me or to the President.
Senator HAWrKE. Or to the President?
Secretary KIssINoE. By Foreign Minister Gromyko and General

Secretary Brezhnev. That these were described to us as descriptions of
Soviet domestic practice, not as commitments by the Soviet Govern-
ment to the U.S. Government.

Senator HARTKE. So, when we say here that we have been assured
that the-following criteria and practices will henceforth govern emi-gration from the 1J.S.S:R., you mean that they, in general, are a de-scription of the basic background upon which the emigration will be
allowed.

Is that a fair statementI
Secretary KIssINGER. That is a fair statement.
Senator HARTKE. In other words, this letter then should really be

modified to that extent and it should not say that henceforth will
govern but that there will be general guidelines; is that correct?

Secretary KssINGER. No, that this will in effect be a practice that
will be followed.

Senator HARME. All right.
For example, in the third specification it says:

Applications for emigration will be processed in order of receipt. includingthose previously filed, on a nondiscriminatory basis as regards place of residence,
race, religion, national origin and professional status of applicant.

You have specific assurances that that general practice will be
applied?

secretary KIssINGER. Senator, as I pointed out in my statement, any
attempt now publicly to nail this thing down in the form of a legal
obligation is likely to backfire. What I have expressed in this letter arespecific statements that were made to us which we have been given to
understand represent the Soviet practices and therefore wilLbe fol-
lowed. To this extent, yes, we have specific assurances.

Senator HARTKE. Then the statement in the latter part of your let-
ter really applies to that, when you make the statement in your letterto Senator Jackson, on page 205 of the report. "You have submitted
this letter to me, and I wish to advise you on behalf of the President,"
and here are the words I want to refer to, "that the understanding in
your letter will be," and here is the key word, "among the considera-
tons to be applied by the President in exercising the authority pro-
vided for in section 402 of title VI of the trade bill. p
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In other words, it is only among the items to be considered and does
not necessarily mean it will or will not be considered. Is that a fair
statement?

Secretary KissI-NGER. That is a fair statement but, of course we will
take it seriously.

Senator HARTKE. My time is up. I will come back.
The CHAmrMAN. Senator Hansen.
Senator HANSEN. Mr. Secretary, according to recent news dis-

patches, word is that the U.S.S.R. now is one of the major. if not the
major, oil producing country in the world. The figures I have
show its production is estimated to be in the neighborhood of around
9 million barrels per day. By way of cntrast, the United States, I
think, has about 81/2 million barrels'a day.

If one of the purposes of the Export-Import Bank loan is to de-
velop the resources of a country, under the most favored nations treat-
ment, such as we are talking about, would yoju consider it in the
interests of the United States to invest money that comes in directly
from the United States in the Soviet Union to develop the oil and
gas resources in order that some of that could come to the United
States ?

Secretary KiSsINOER. W ell, Senator, as you know, there have been
discussions with the Soviet Union about ihe development of sources
of energy, primarily natural gas, and there are two schools of thought
on that subject. There is a school of thought that argues that we
should not make ourselves dependent on the Soviet Union for de-
livery of such a critical commodity because the Soviet Union could
cut this off at a critical moment.

There is another school of thought that argues that it is relatively
easier for countries in the Persian Gulf, with which we have no sub-
stantial political relationships, to cut off oil to the United States
without any effective response by the United States, than it would be
for the Soviet Union with-which we have a whole network of rela-
tions and where the cutoff could occur only at the price of all of these
other relations and therefore only at moments of extraordinary
emergency.

We frankly have not yet resolved this issue and-we understand the
concern of the Congress with respect to energy related loans. We would
be prepared to consult closely with the Congress before any energy
related loans would be made.

There is no loan now under consideration except a small loan for
the exploration of the Yakutsk field, which I think amounts to about
$49 million, and that is being held in abeyance. But that is the only
energy related-loan with which I am familiar.

Senator HANSEN. Having in mind the fact that the Arab countries
certainly don't need much financial help, as a mater of fact, I suspect
a few of them are getting very rich, much from us, relatively spea king,
and having that fact in mind as we ponder the Soviet concern for
developmental funds, on the one hand, and the broader issue of detente
and progress in the SALT talks on the other, would you care to spec-
ulate as to which potential source of supply in your judgment, might
be the most precarious in so far as the United States is concerned, the
Soviet or the Arab countries? --
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Secretary KISSINGER. Well, of course, right now we don't get any
su plies from the Soviet Union.

senator HANsEN. I agree.
Secretary KISSINGER. I would say in the immediate future the most

precarious source of supply is from the Arab countries because of the
unsettled conditions in the Middle East.

If there were now supplies obtainable from both the Soviet Union
and the-Middle East I would think, frankly, that as of this moment
the .Middle East is the most precarious area.

As you knov, I have rene-ntly at the request of the President put
forward our energy goals in the international field. We would like
to make ourselves substantially independent of imports of energy dur-
ing the next 10 years. We think that this is an essential goal of Amer-
ican foreign policy and important also for cohesion of the whole ad-
vanced industrial world. The major thrust of our efforts will not be to
find new sources of energy abroad but to replace sources of energy
abroad, wherever they may be. This policy should reassure anyone
concerned over large-scale energy projects with the Soviet Union.

Senator HANSEN. I certainly recognize the desirability of developing
additional sources of domestic supply in order to minimize our depend-
ency upon foreign sources.

Would you agree that to the extent practicable in the short term,
and u-iri wi-atwable to develop additional and other sources of energy
within the United States, or in those areas where we feel as nearly
secure as we can, that it makes good sense to reduce our relative de-
pendency upon any one nation or any one group of nations by getting
less percentagewise from that particular area or part of the world
and getting our supplies from as best we can other areas around the
world ?

Secretary KIssING R. As a general rule the more additional energy
sources that can be bought on the market from different countries
the greater will be the pressure on price.

Senator HASEN. I didn't catch the last of your statement.
Secretary KISSINGE. I said, the more additional energy sources

that can be bought on the market from other countries in
addition to the present OPEC countries, or the more. additional
energy sources that can be bought on the market from other countries
in addition to the present OPEC countries, or the more additional
energy sources that can be developed within the OPEC countries,
the more difficult it will be for these countries to maintain artificially
high prices. They will face the problem that the only way the price
can be maintained is by greater and greater cuts in'their own pro-
duction. At some point this is going to be counterproductive and it
is going to create massive difficulties of allocating the cuts among
the various members of OPEC. So as a theoretical proposition, leaving
aside political obstacles, I believe that it is in our interest to encourage
the bringing on to the market of more and more additional energy
sources from other countries.

Senator HANSEN. I yield back the balance on my time.
Senator xI-L&iri [presiding]. Senator Ribicoff.
Senator RmicoF'. The whole problem surrounding title IV has been

most sen-s it . I do want to take this opportunity to strongly commend
President Ford and Senator Jackson and the Secretary for their
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patient, thoughtful, broad gaged and humanitarian approach to this
problem.

The Secretary has related to the committee very accurately not
only the conversations but the implications of his conversations be-
tween the Secretary, the President, and Senator-Jackson and Senator
Javits and myself.

We are going to have to take much of this on faith. Personally, I
do have faith in the assurances of President Ford and Secretary
Kissinger that they will do everything possible to open up emigration.

May I assure Senator Hartke that it has always been the under-
standing of Senator Jackson and myself and Senator Javits as well
as the Secretary that the problem ol emigration does not only apply
in title IV to the Soviet Union, but for all countries throughout the
world.

We have been involved face to face basically now with the problems
of the Soviet Union but the other countries mentioned by Senator
Hartke certainly come within the purview of the type of forum this
addresses itself to.

It should be kept in mind that during the entire negotiations it
never was the intention, of course, of Senator Jackson and Senator
Javits and myself that what we were talking about with Secretary
Kissinger and President Ford would bind the Congress of the United
States. It was just an approach that, having taken the leadership,
we were patiently trying to work out to achieve the broad objective.

It should be kept in mind, too, that while we have great faith in
the President and the Secretary, the Congress has retained a whole
bundle of powers in the Jackson amendment to assure that the Soviet
Union does comply and the President carries out the understanding
as explained by the Secretary.

One question, Mr. Secretary.
-What do you see as the consequences for this country and the world

if Congress fails to pass a trade bill by December 20 when we are
scheduled to adjourn

Secretary KISSINGER. I think the consequences will be very serious.
The leaders of every industrialized country that I have visited on my
recent trips, including the closest friends of the United States, have
literally implored me to assert whatever leadership I could to bring
about the passage of the bill. They consider it essential to their hopes
for dealing with the current economic crisis through a freer interna-
tional trading system. Our leadership among the advanced indus-
trialized nations would be drawn into the sharpest question if the
Congress failed to pass this legislation.

THe efforts we are making in the fields of energy and food and other
areas would be dealt a very severe setback. -

Second, with respect to the developing countries, the long-term hope
is not in the field of aid, but in opening up markets for their products
and putting them on a more self-sustaining basis.

The system of generalized tariff preferences to which I allude in my
statement has been eagerly awaited by all of the developing countries,
particularly the least developed among them. -

In addition, the ability of the United States to contribute to their
development depends on our participation in the so-called Tokyo
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Round of negotiations, which is being held up pending congressional
action on the trade bill.

Third, of course, we have attached importance to the degree of
flexibility that is provided us in the bill with respect to the Communist
nations. We consider this an important tool.

So for all of these reasons I consider the Trade Reform Act one of
the most important pieces of legislation that has come before the Con-
gress in years and I believe it is urgently necessary for the Congress to
pass this act before the recess.

Senator RmicoFF. Do you realize the complications and the diffi-
culties? As I understand, this bill comes up on the floor on December 9.
You have got 11 days not only to pass the bill, but to go to conference
to reconcile the differences between the House and the Senate.

What does the administration intend to do with the legislative lead-
ers in the Congress to see this takes place?

Secretary KISSINoER. We will do whatever we can to assist the legis-
lative leaders in meeting that deadline.

We will cooperate with the Congress with the maximum effort of
conciliation in order to consider particular congressional concerns. You
really should feel free to call on any of the senior officials of the ad-
ministration that can be in any way helpful to the Congress in expe-
diting the considerations.

We do not consider this an executive-legislative confrontation but
a partnership in order to get this bill passed.

Senator RIBICOFF. You realize, of course, Ambassador Eberle was
in the executive sessions of the Finance Committee, that in the Finance
Committee bill we have retained considerable power in accordance with
our constitutional prerogatives in all trade matters.

Of course, it would be helpful, it seems to me, if the administration
would realize that Congress does intend to play a very important role
in the future carrying out of the trade bill.

Does the Executive understand the role that has been retained by
the Senate for the Congress in the Senate bill ?

Secretary KIssiNoE. I think that this bill can only work on the
basis of the closest consultation between the Congress and the Execu-
tive. We welcome the Congress retaining a supervisory function be-
cause there are going to be some very major decisions that have to be
taken and they can only be carried with public support.

Senator R13IcoFF. Much of the skepticism and difficulties the trade
bill has had is that past experience has shown a great indifference by
the executive branch, all the administrations not just this adminis-
tration, to the consequences for this Nation, labor, and industry, and
agriculture, of many agreements that had been entered into in the
past where we had felt that the United States was being short-changed.
That is why we have retained so much supervisory power in the pres-
ent trade bill.

Secretary KISsINGER. I think, Senator Ribicoff, that in the whole
conduct of our foreign policy in the immediate postwar period, when
we had enormous margins of superiority, we could afford to be some-
what more generous in our approach. Right now our margins have
become much narrower in many fields, including the economic field,
and therefore, I believe the concerns you express are well-taken and
will be taken very seriously by us.
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Senator RIBicO'F. Do I have any more time left?
May I yield, without objection, my 2 minutes to Senator Byrd?
Senator HArm. Yes.
Senator BYRD. I thank you.
Mr. Secretary, your letter to Senator Jackson says, and I quote,

punitive actions against individuals seeking to emigrate from the
U.S.S.R. would be violations of Soviet laws and regulations and will,
therefore, not be permitted by the Government of the U.S.S.R. I em-
phasize the word "therefore" because the same laws to which you
referred did not stop punitive actions in the past and they are not stop-
ping punitive actions today.

Would you comment?
Secretary KISSINGNR. Well, Senator Byrd, I believe that what Sena-

tor Ribicoff has said is essentially correct. T'iis understanding which
is reflected in these letters can operate only on the ba-;Ais of good faith
by all of the parties concerned and good will among the Senators and
ourselves.

My candid view is that there is no document we can draft which
would have an enforcible status in case of controversy. What will make
this understanding operate is the general state of United States-Soviet
relations, and the interest the Soviet Union will have in maintaining
it. This is a specific assurance which has been extended on a number of
occasions, the violation of which-would certainly be one that the admin-
istration would take very seriously.

The President, on a number of occasions, has told the three Senators
- that with respect to what is contained in our letter he believes that, he

can stand behind it.
If such actions were to be taken, we would be ourselves obligated to

tell the Congress that this is the case and the Congress would undoubt-
edly take this into account when the time to extend the waiver author-
itv occurred in 8 months.

"Te would certainly feel obliged to bring this to the attention of the
Congress.

Senator BYRD. Thank you, sir.
Senator HARTKE. Senator Dole.
Senator CURTIS. Could we have an understanding that questions

might be submitted in writing?
Senator HARTKE. Yes, without objection it is hereby ordered. Ques-

tions can be submitted in writing to be answered by the Secretary.
Senator Dole.
Senator DoLE. I will be very brief.
I don't want to massage title IV much further, but it has cccurred to

me with the increased emigration to Israel, has the question been raised
whether or not they will have a problem accepting all of these people?

Has that been raised in any discussions with the Israeli Government?
Secretary KISSINGER. The Israeli Government has expressed the view

that it can deal with any foreseeable number of emigrants.
Senator DOLE. And that can be done without further U.S. assistance?
Secretary KissiN(ER. At least without U.S. assistance for that pur-

pose, but it may show up in some other account.
Senator Doi. I understand that.
I want to pursue a very important point raised by Senator Ribicoff,

and that is how do we assure passage of this bill and is it really all
that important that the bill be passe this year?
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What is going to happen to the U.S. trade position if the Congress
doesn't pass a trade bill?

Secretary KissixNER. I think both the U.S. trade position and the
U.S. position internationally would be most severely jeopardized if
this bill did not pass. I cannot stress often enough the frequency with
which responsible leaders from allied countries have implored me to
use whatever influence I have to bring about the passage of the bill
this year.

When I was in Japan this was a specific request made to me by the
highest officials of the Japanese Government. I have had letters from
allof our European allies.

I am certain, without having consulted with him, that the German
Chancellor when he is here will feel very strongly on this question.
So both with respect to the tradin position of the United States as
well as the international position of the United States, with respect to
what we are attempting to do in vindicating the concept of inter-
dependence, the failure to pass this bill would be a disastrous blow.

Senator 1)ori. Well, I think I would be less than candid when I
state I do not detect any great enthusiasm on the Senate side of the
Capitol.

I don't know precisely what the administration has in mind, the
executive branch, but as Senator Ribicoff pointed out--we have got
about 10 or 11 days at most and I understand Senator )Hartke has 1
amendment, or 100, I am not certain which, but there will be others
who have a great number of amendments, and this could literally be
a Christmas tree bill, or even a New Year bill, or none at all.

So I just don't think I need give any advice to the Secretary, if
there is any way that you can encourage the administration as well as
those in Congress who have a deep interest in this legislation to move
forward it would be very helpful.

I would say in a question, some of us come from rural-States, some
of us just barely come from rural States. [Laughter.]

But what assurance can I give the farmers in Xansas that we are
not going to trade agriculture off for some other sector of our economy.
I think I could cite the difficulties now in the dairy industry, but there
is great concern about increased imports. Go back to the Flanigan re-
port and other things tlait would indicate at least at one time there
was maybe a tradeoff in mind, that we would trade off the dairy in-
dustry for concessions in another industry.

It is hard to really generate much interest in the farm community
for trade legislation because I think they sometimes feel that they
will be shortchanged.

I wonder if the Secretary might give any assurance on that.
Secretary KIssINGER. In the execution of the trade bill we will

consult fully all the sectors of the American economy including, of
course, the agricultural sector.

Second, in the food program which we put before the World Food
Conference, it is clear that what we are attempting to bring about is
greater production. We are dealing with a tremendous shortage of
food around the world and, in addition to trying to bring about greater
production, we are trying to solve the problem of distributing food
into the areas where it is most needed.
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I would think that it is almost inconceivable that there are inade-
quate markets for agriculture, there can only be inadequate planning
and inadequate international systems.

In any event, the agricultural sector would be carefully consulted
before any major agreements are made.

Senator DOLE. I think a primary concern of farmers is imports,
and I believe they recognize. I hope they recognize, trade must be a
two-way street, it cannot be all exports and no imports.

There is-u feeling in the dairy industry or the livestock industry
in this country, in great distress as they are now, that our first obli-
gation should be to these industries and that we should have some
effective way to reduce imports or at least let the domestic industry
work itself out of any difficulty it had.

Ambassador Eberle addressed himself to that in our executive ses-
sions, and I assume the Secretary had the same view.

Secretary KISSINGER. You know that recently in the case of Canada
we took steps-

Senator Dora. Right.
Secretary KissiNaER continuingg]. To protect our interests and we

would expect to be vigilant in other cases as they arose.
Senator DOLE. I think, finally, you suggested in Rome at the World

Food Conference that there ought to be a meeting of major grain
exporters and importers.

Has there been anything further happening in that regard, Mr.
Secretary?

Secretary KISSINGER. It was agreed that a meeting would take
place in January to attempt to implement those recommendations.

Senator DoLE. Has there been any indication from the oil produc-
ing countries that they might be willing to put up a substantial amount
of cash to help assist in the purchase of grain for relief around the
worldI

Secretary KRsINGER. Well. the countries as a group have agreed to
participate in the food aid effort but they have not yet pledged any
specific sum.

When I was in the Middle East, I had an extended conversation
with the Shah of Iran who agreed to participate in regional projects
of fertilizer nroduction and also said he would be sympathetic to the
possibility which you mentioned.

Senator DOLE. What about any indication from the Soviet Union
that they might be willing to have some meaningful input into the
food relief program, the world food relief program.

Secretary KSSINGER. So far the Soviet Union has not shown any
readiness to participate.

Senator HARTKE. Gentlemen of the committee, it has reached the
hour of 12 and I want to alert everyone to the fact that there is a
roll call which is scheduled at noon, and very appropriately it is a
question of the invoking of cloture on the question of the Export-
Imnort Bank.

We will proceed until such time as the actual bell signals the time
of the roll call at which time we shall adjourn immediately and
reconvene within 10 minutes and give the Secretary a chance to use
the executive quarters of the Senate Finance Comm'ittee at that time.

[Short Recess.]
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Senator BYRD. The committee will come to order.
In order to save time, I will start the questioning and then yield

my position to whomever comes in first.
Mr. Secretary, does the Kissinger-Jackson agreement, or rather the

agreement you have reached with the Soviet Union, apply to all cit-
izens of Russia or just to the Jewish citizenry.

Secretary KIssINGER. Well, we were talking about Jewish
emigration.

Now, again, these documents do not specifically refer to those of
the Jewish faith but I think it is a reasonable extra polation from
the record that was the predominant concern.

Senator BYrD. I won't do it at the moment because I don't know
what the time element at the moment will be, but a little later I
want to present to you 6,000 signatures from 6,000 Volga German
families representing some 25,000 to 30,000 individuals.

It occurs to me that the question is broader than just one minority
group.

As you know, Senator Buckley has recently been in the Soviet
Union and he met with the dissident physicist Sakarov and at this
meeting it was recommended that the nited States press for freer
emigration of all peoples, not just the Jews, but Ukranians, Armenians,
Germans, Estonians, Latvians, Lithuanians, and other Soviet na-
tionalities, and Volga Germans, in return for U.S. trade concessions.

Did your assurances from Mr. Brezhnev cover those categories?
Secretary KIssxon. I somehow have the impression, but I would

have to check to see whether it is correct, that there is some under-
standing between the German Government and the Soviet Govern-
ment on the Volga Germans. I am not absolutely sure that is correct,
but I seem to have that at the back of my mind.

If vou consider these letters legal documents--which, as I pointed
out, they are not in the strict sense of the term-then strictly speaking
they would apply-to all nationalities.

There is no specific reference I believe to Jewish emigration but I
think after reviewing the legislative history of this matter, one would
have to say that this has been the primary focus of the conversations.

Senator BYRD. Is it not correct that since 1972, in a period of
so-called detente, there has been a methodical improvement and-ex-
pansion of nuclear and conventional power in the Soviet Union and in
eastern Europe I

Secretary KIssINGFR. Yes, that is correct.
Senator BYRD. Would it not be wise for the United States to

insist on a genuine and secure peace in the Middle East as a condi-
tion of its subsidized long term credit and technology which Moscow
desperately needs ?

Secretary KIssiNo. Well, first-of all, I think we should clarify to
some extent what the Export-Import Bank loans are, which I am sure
you know better than I do.

Their basic purpose is to help American industry to be competitive.
They are spent for American goods and they are, therefore, a means of
assuring jobs for American workers.

Senator Bym. Also it is a loan directly to the Russian Government.
Secretary KiSSIom. That is true. I just wanted to mention what

the basic purpose of that legislation has been.
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With respect to peace in the Middle East, that is an extraordinarily
complicated problem in which our relations with the Soviet Union are
both competitive and cooperative and in which the point of direct influ-
ence of all of the parties has certain limits. [but] We do look for Soviet
restrint in the Middle East, since we consider Soviet restraint in the
Middle East an integral part of detente policy.

Senator B-mn. Mr. Chairman, I merely started the meeting.
Senator HARTKE. I think that is fine. Go right ahead.
Senator BYm. I yield my time.
Senator HAwRKE. Go right ahead. Senator Ribicoff I
Senator Byrd may proceed.
Senator BYRD. Mr. Secretary, is it not correct that there has-been

a significant buildup of Soviet tactical nuclear weapons in Central
Europe?

Secretary, KissiNGER. Over what period of time are you talking
about?

Well, at any rate, there has been an increase of Soviet nuclear
weapons in Central Europe.

Senator BYRD. Would you comment on the following paragraph
written by Mr. James Reston in the New York Times on November 22,
1974. This is the paragraph:

The Soviets cannot be unhappy with the present drift of world events, particu-
larly the political and economic disarray in Europe. They have established a rule
that all Communists or socialist governments are off limits for the U.S. but that
the rest of the world from Southeast Asia to Cuba is an open hunting ground for
them.

Secretary KissiNGER. Well, the disarray to which Mr. Reston refers
is not, to a considerable extent, the product of Soviet actions. There is a
major crisis in the industrialized nations of the world produced by
inflationary pressures, by complicated domestic situations, and by-the
failure up to now to adjust their relationships to a rapidly altered
international environment.:-

The biggest challenge we face is that most four difficulties are
within our power to solve. These have not been produced by the Soviet
Union but could nevertheless be of enormous benefit to our adversaries
if we do not solve them.

The energy crisis, the whole problem of the inflationary pressures.
the weakening of governmental authorities, are. not the direct result of
Soviet action. But they are very real problems and undoubtedly are
not looked at unhappily from theirstandpoint..
--Senator BYRD. Mr. Secretary, does the Department of State have

or plan to have a monitoring system to check on the Soviet perform-
ance under the Kissinger-Jackson compromise ?

Secretary KissiNowmr. Yes.
Senator bYRD. You plan to have a monitoring system?
SecretaryK~ssosER. W611, we plan to have a monitoring system,

and I have the impression that Senator Jackson is a pretty good moni-
toring system, too.

Senator BYRD. How do you monitor a Nation of nine million square
miles and 240 million people I

Secretary KissiNom. Let'ua analyze what the essence of the under-
standing is.

42-902-74-----6
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The essence of the understanding is that thcre will be no interference
with submission of applications, that there will be no harassment of
applicants and that there will be no obstacles to emigration visas ex-
cept for national security considerations.

Now, I have the impression that the various organizations that are
concerned with emigration are iv. sufficiently close contact with those
who want to emigrate for us to be able to obtain a judgment whether
in fact there is an interference with applications and whether the rate
of emigration is in the historic proportion to the number of applicants.
It is a matter that I will have an official in the Department responsible
for and to whom interested groups can turn on this matter.

I have talked to the various groups that are interested in this emi-
gration question, and they seem to be convinced, not that they can
catch every individual case, but that they would know about any
substantial violations of this understanding.

Senator BYRD. Thank you, Sir.
Mr. Chairman, I yield.' -
The CHAIRMAN. I would like to ask about one matter, Mr. Secretary,

that to my knowledge has not yet been discussed. It is very important
for the future of this bill. We have thus far elected to try to keep
off of this bill any amendments to the Internal Revenue Code. Now,
with a very strict germane rule it could be contended that this bill
should be limited strictly to trade matters. However, I could under-
stand how those in the labor movement would particularly feel resent-
ful about the consequences of a rule on germaneness._

For example, there was an article in the Evening Star a couple
of days ago-I will put it in the record if you haveniit seen it-indi-
cating that Liberian merchant-marine has actually operated out of a
building across the street from the White House, and that here these
people axe handling billions of dollars of American money. They buy
ships built in foreign shipyards, they operate the ships out of Liberia,
which has no income tax and only a tax on tonnage, as I understand
it, 10 cents per ton of cargo capacity.

You probably didn't see the article.
Secretary KIssiNom. No, I did not, Mr. Chairman.
(The article referred to follows:)

[From the Washington Star-News Friday, Nov. 2U, 1074]

LOOPHOLEs BENEFIT U.S. SIPPING-BANK HERE RUNS LIBERIAN TAX HAVEN
(By James R. Polk)

A Washington-based bank has a Uttle-known, long-term concession to operate
a major tax haven for American-owned shipping in the African coastal nation of
liberia.

The giants of the U.S. oil industry sail many of their tankers under the flag of
Liberia In escaping income taxes through loopholes on both sides of the Atlantic.

The maritime administration of that African country is run, in effect, from an
11th floor office looking down on the White House from the International Bank's
building at 1701 Pennsylvaila Ave. NW.

The International Bank, Ltd., a parent of the First National Bank of Wash.
ington, is a financial chain owning most of the stock of The International Trust,
Co. of Liberia, which not only handles the ship registration in that nation, but
alko acts as the tax collector. ....

Fred . Lininger, a poute, white-hatred Amertcan flntneier who is a senior
vice president of International Bank,,carres a dual tile: he Is also, by rong-tera
appointment, the senior deputy maritime commissioner for Liberia.
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The International Bank subsidiary's contract-to serve as the Maritime Admin-
istration in the African tax shelter is apparently lucrative. Its income depends
on the level of ship registrations--In effect, the bank gets a cut of the tonnage tax
payments--and accounts for a substantial piece of all the bank's foreign earnings.

The tax haven in Liberia exists because U.S. law doesn't cover overseas earn-
ings In the shipping industry by foreign-based subsidiaries of American firms.

As a result, a dozen or more oil companies have created foreign offshoots to own
tankers registered in Liberia to carry their crude on the high seas.

At last count by the U.S. Maritime Administration, American-controlled firms
had 161 tankers flying the flag of Liberia, with another 79 such tankers under
construction.

The tanker "Statue of Liberty" is actually a Liberian vessel, owned b' an
American oil company. So is the "J. Paul Getty" and the "Phillips Oklahoma" and
the "Esso Berlin."

Two proposals now pending on Capitol Hill, however, threaten this tax shelter.
One change in the tax reform bill would repeal the exemption for overseas

shipping profits and require that the earnings be reinvested in the same foreign
operations to elude taxation.

The effect of the repeal, if passed, is still rather foggy. One staff expert on
Capitol Hill said, "I don't think most of the members fully grasped it."

The second proposal poses a more serious peril to the tax shelter. A cargo bill,
backed by shipping unions and American shipyards, would require that 80 per-
cent of the oil imported into this country be carried on U.S. tankers.

That bill, bitterly fought by American oil companies, already has passed both
houses, and only Senate approval of a conference committee report is needed next
week before the measure goes to the White House.

Asked about the bill's impact on tanker registrations in Liberia, Lininger said,
'That's Just bard to foresee. I don't see how it could help. But how much it will
hurt eventually, I don't know."

The Liberian tax operation has been profitable for International Bank for a
number of years. Lininger declined to say how profitable, but he did say,
"Frankly, it's been an extremely satisfactory and worthwhile investment."

A financial filing by International Bank with thp Securities and Exhange
Commission includes this statement:

"The International Trust Company of Liberia acts as the Maritime Adminis-
trator of Liberia, which activity is the major source of its income. . . . The
total income of The International Trust Company constitutes a substantial por-
tion of the total income of all of the foreign subsidiary banks."

Hw much Is a substantial portion? That isn't answered. But the total foreign
income and earnings for International Bank's overseas properties last year was
listed at Just under $2 million. -

However, this is still not a big cut of all of International Bank's profits. The
company is a major owner of Financial General Bankshares, a local banking
chain which controls the First National Bank.of Washington, Union Trust Com-
pany, Arlington Trust Company, and Clarendon Bank & Trust, as well as the
Bank of Buffalo and the National Bank of Georgia.

Because of the tax advantages, Liberia, which is located on the western curve
of Africa, has the largest merchant fleet In the World. Steel, sugar and aluminum
companies, as well as private shipping tycoons, join the oil giants in registering
vessels under that country's flag.

The International Bank operation provides the services for firms to set up
foreign corporations in Liberia, administers the maritime law there, and handles
the annual ship taxes and other assessments.

"They collect it as the governments' agent," Lininger said.
In addition to the initial registration fee, Liberia has an annual tax of a dime

per ton on a ship's cargo capacity. However, a tanker bringing oil from the
Middle East a half-dozen times a year would pay three times that amount in
American port fees alone.

The big advantage is found in income taxes Liberia doesn't tax the earnings
of its ships. And there is a large loophole in the U.S. income tax.

It works this way : If the profits which the American oil companies pay their
own foreign shipping subsidiaries are left overseas, they avoid U.S. taxes be-
cause of a specific 1962 exemption for such shipping operations.

Even if the profits are brought back Into this country, they can be sheltered
by the foreign tax credit. Most of the royalties which American firms pay the
Middle East oil nations are labeled as taxes by those countries.
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This means an oil company can subtract-not deduct-from its U.S. income
taxes the dollar amount it has paid in foreign taxes. The result leaves the oil
industry at practically the bottom of American business in the U.S. taxes it
-pays.

Liberia got involved n shipping taxes after World War II with the help of a
former U.S. secretary of state, encouraged by an American president.

After the Yalta Conference, President Franklin D. Roosevelt suggested that
Secretary of Stat6 Edward R. Stettiuius Jr. stop off in Liberia for a friendship
visit on the way home. After the war, Stettinius went back as a private citizen
to help Liberia in economic development.

With his ideas, Liberia set up its ship registration system in 1948 and The
InternatlQual Trust Co. of Liberia was formed to run it at the same time. Inter-
nationki Bank here bought the trust company In 1956.

Although he is an International Bank official, Lininger has been registered
with the Department of Justice as an agent of a foreign government for 16
years, ever since he became Liberia's deputy maritime commissioner.

The maritime commissioner above him is a Liberian, but the International
Bank subsidiary functions as the nation's maritime administration through a
contract which runs through 1979 and which is being renegotiated to extend it.

The International Trust Co. of Liberia also holds other foreign properties
for International Bank. It controls Europabank, N.V., in Rotterdam; owns pieces
of Transorient Bank in Beirut and Credit European in Luxembourg, and em-
braces a finance corporation in Panama.

The fa-x reform bill now pending in the House is not expected to have any
immediate effect on the Liberian shelter for shipping, primarily because it is
given virtually no chance of passage in the Senate in the late stage (if this year.
But the issues will come up again next year.

A number of efforts are written into the bill to try to pdt an American tax bite
on the money that U.S. firms earn overseas. The major change for the oil com-
Ianies could be a proposed 52.8 percent ceiling on the use of the foreign tax credit
to offset the profits from foreign drilling operations.

For shipping, the repeal and reinvestment requirement would prevent firms
from moving their tanker profits into diversification in other industries. That
alone would probably not be enough to start reclaiming tax money from the
profits on the high seas.

Lininger pointed out that American firms would probably continue to register
their shils In nations like Liberia because of shipyard construction costs. A vessel
must be built in America to fly the U.S. flag, but overseas construction costs are
cheaper.

For instance, American shipping billionaire D. K. Ludwig had 34 vessels regis-
tered in Liberia at the start of last year, and was building 7 more tankers In
Japanese shipyards to sail under the Liberian flag.

Esso Tankers, Inc., was building 28 oil carriers overseas, Gulf Oil 13, Standard
Oil of California 10, and Mobil Oil 9-all to be registered in Liberia.

The Americaiv oil giants set up foreign subsidiaries to own the tankers they use
under the flag of Liberia. Gulf Oil controls the Afran Transport Co. which is the
actual owner of most of its Liberian tankers.

A bigger change might be engineered if the Senate approves and President Ford
signs the pending oil cargo bill. Most of the oil imports brought into this country
are carried on vessels under a foreign flag. In fact, the actual U.S. tanker fleet
Is too small to carry any significant share now.

By requiring that 30 percent of the imports be shipped In the future in U.S.
tankers, the bill would mean core jobs for American unions and more construction
for American shipyards. The bill also carries a tax break-an exemption from
import duties at the taxpayer's expense-to offset any higher shipping costs.

Neither Lininger nor International Bank has taken any visible position on the
cargo bill on Capitol Hill, but Lininger obviously does not favor it. He called the
bill inflationary and said it could invite retaliation by the exporting nations.

The CHAIMMAN. I think you know something about the subject
matter.

Now those ships make a lot of money. As a matter of fact, I am
told that shipping is how some of the major oil corporations are
sheltering a great deal of their profits, profits which are being criti-
cized these days for both the failure of equitable taxation and over-
sight of this Government.
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Now, it becomes a hard thing for a working man to accept, when
he is paying his taxes to support this Government and his son goes
out to defend those investments, fight wars, if need be, in Vietnam
and elsewhere, to protect that type of security, when although those
shipping companies meanwhile are determined that under no circum-
stance would they hire his son Or give him a job. Implicit in this bill
is the fact that a great number of American working men are going
to be told they are being subsidized if we do anything to keep them
at their jobs as these major investments are moved overseas.

Now, just on the merits and to be fair, I think anybody would agree
that Senator Hartke is right to say that if we are not going to prevent
the outflow of our capital into oth;r countries, that multinational com-
)anies should at least pay some tax to somebody. Frankly, I don't
know whether we can in good conscience resist amending tax laws
Which are at the least tailored very closely to those companies who
are really not paying any taxes to anybody, this government or any-
body e.,e. They are using this American government tQohelp them be
the most privileged people on Earth, paying no taxes to th is govern-
ment, no taxes to a foreign government, and opting out of the lUnited
States in the name of foreign government.

-Can you explain to me what argument we should use if we are to
resist amending the law so that they pay some tax to somebody some--
where?

Secretary KISsINGER. Well, Mr. Chairman, I can sympathize with
the points you are making. I frankly haven't studied them but they
sound reasonable to me. The question we have before us now is
whether this particular tax reform should be attached as an amend-
nment to the trade reform bill. I am certain that we need tax reform in
many areas. I am afraid if we start using the trade reform bill to re-
form the tax structure, it will make it impossible to complete the bill in
the very limited time that is available, as Senator Ribicoff pointed out
to me.

I would think that the administration would be prepared to cooper-
ate with you on the reform measures that you have indicated early in
the next Congress. This is not my field of expertise. As you described
it, it sounds reasonable to me. I would simply question' whether this
act, with the very limited number of legislative days available is the
appropriate vehicle for such an amendment. -

The CHAIR3AN. Well, it is harmful for a working man to be told
that his job will no longer exist anyway. Is there really any country
that permits its capital to go abroad as this one does without nny
limitation at all.,with American money going abroad to displace exist-
ing American industries and American payrolls, Where companies
actually get a tax advantage by taking the payrolls away from this
country, compared to what it would be if they stayed here, not to men-
tion the comparative advantage they have because of the very cheap

_ labor in these famine stricken countries?
Secretary KISSINGER. I am not familiar with all of the legislation. I

have the impression that the Federal Republic of Germany, for ex-
ample, would permit this. Japan I think does. But I am not familiar
with all of the legislation. Nevertheless, it is a problem.

The CIA~MAN. Would you give us a memorandum to tell us how
long this has been permitted by West Germany and Japan 1-I know
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they haven't done it indefinitely. Please tell me when they started per-
mitting their capital to flow freely into other nations, andparticularly

-the effect that it will have; that is, if it will cause them to lose jobs
in their countries.

Secltary KISSINOER. It could not possibly have been indefinitely,
and I wilIgive you a memo to that effect. I don't knoow the exact
figures.

(The Department of State subsequently submitted the following
response:)
Hon. RussELL B. LON0,
Chairman, Senate Finance Cnmittee,
U.S. Senate.

DEAR MR. CHAIRMAN: The Secretary has asked me to follow up on one aspect
of his December 3 testimony before your committee. You raised the question of
the [type of treatment which other industrial nations give to direct investments
abroad by their residents.] You asked especially how long other countries, par-
ticularly Germany and Japan, have permitted the free outflow of domestic invest-
ment capital. The Secretary promised to send you a memorandum on the subject.

According to the Information available to us, there is wide variation In prac-
tice toward overseas direct Investment.

The Industrial countries which substantially limit direct investment outflows
are: Australia, Finland, Iceland, Ireland, New Zealand, Norway, Sweden and
the United Kingdom. They do so for a number of reasons related to domestic
economic development and the balance of payments.

Another group of countries, however, follow the practice of generally providing
liberal treatment for such investment and have done so at least since the early
1960's. Included in this category are: Austria (only since early 1964), Belgium,
Canada, Germany, Luxembourg, the Netherlands (although general capital con-
trols exist), and Switzerland.

Three other nations place relatively minor restriction on outward direct invest-
ment. Japan restricts overseas investment in only a few areas: banking, the secu-
rities industry, fishing and pearl cultivation. Denmark has exchange controls on
capital transactions, but requires no special permission for direct investment
abroad within certain limits which we understand by Danish standards are con-
sidered liberal. France has a system of prior declaration for investment, but at
least In recent years has not been restrictive. -

Germany has permitted the free flow of direct investment abroad since Sep-
tember 1957. Japan only began to liberalize outward capital flows in 1970. By
July 1971, however,-Japan permitted outward direct investment in any amount
on an automatic basis.

I hope that the foregoing meets the concern that you expressed. Should you,
however, have additional questions, particularly about the actual tax systems
of Germany and Japan, we would have to pursue that information with the help
of the Treasury Department.

I hope you will call on me if you believe we can be of further assistance.
Cordially, LINWOOD HOLON,

Asietant Secretary for (Congreesional Relationie.
The CHAIRMAN. I would be suprised to find that there is any en-

lightened country on earth that has done that over a long period of
time. There may be one doing it now but I am just not aware that there
is. I would like to know what is the case because it ma be my burden
to defend against a foreign tax amendment, unless I want to vote
for it, which-I may very well want to do.

Now, we also have a problem with regard to these American assets
that were seized by the Government of Czechoslovakia. Are you famil-
iar with that I

Secretary KISSINGE. Yes, I am.
The CHAIRMAN. Now, can you tell me if France has been perinitted

to withdraw her share of the gold and to distribute it according to
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France's own desires, or did France simply waive any rights she had
in that g6ld?

Secretary KISSINGER. My associates tell me they didn't but I under-
stand you have a letter that says that they did. We will just have to
look into that. There seems to be conflicting information and I have no
independent information.

The CIIAIRMAN. I should think we will have to debate that matter
on the Senate floor. We have had great difficulty getting information
we want on that gold.

Secretary KIINoER. This information must be determinable.
The C AmmAN. Frankly, it ought to be declassified, too, so that

everybody can judge for himself what the facts are.
Secretary KissINGER. We will let you know by tomorrow morning.
(The Department of State subsequently submitted the following

response:) -

Hon. RusSEaL B. LONG,
Chairman, Committee on Finance,
U.S. Seikte, Washington, D.C.

DEOaum 4, 1974.

DEAR MR. CHAIRMAN: During yesterday's hearings questions were raised about
the Czechoslovak claims Issue and the emigration of ethnic Germans from the
Soviet Union. Secretary Kissinger has asked me by way of this letter to respond
to those questions.

With respect to the Czechoslovak claims question, there are two points:

(A) DISPOSITION OF GOLD HELD BY FRANCE

All gold recaptured from Germany after World War II was put in a pool under
the Agreement of Paris of 194f. Countries then allied (including the United
States, Britain, France, and Czechoslovakia) agreed to share in the gold in pro-
portion to the amounts of gold looted from them by the Nazis. Pooled gold was
)hysically deposited in three places (New York, London, Paris). Some of the

gold (including all of that physically deposited in Paris) was released to govern-
ment claimants (Belgium, Netherlands, etc.) as indemnity for gold looted from
them by the Nazis.

To the best of our knowledge, none of the gold, whether that still held under
the pool, or that distributed to claimant government, has been used for the pay.
rirent of private claims against the Czechoslovak Government. This statement

applies to gold that formerly was physically held in Paris.

(B) OZECHOBLOVAK STEEL MILL

The distinction between this case and the Czechoslovak gold case is as follows:
-The steel mill was always subject to the exclusive control of the United States

Government.
-The gold, however, is subject to the control of the Tripartite Gold Commis-,

sion in accordance with the provisions of an international agreement and
thus not in our exclusive control.

-The-steel mill was sold and the proceeds realized from the sale distributed
to private claimants under a special public law (P. 85-04).

-In the case of the Czechoslovak gold, the United State, the United Kingdom,
and France; are obligated, under the Paris Agreement of 1948, to pay to
Czechoslovakia her Just portion of the gold held in the pool.

Thus to seize the gold would Violate *a specific international-oblIgation of the
United States. We-do not believe that, we should reciprocate an illegal lact of
expropriation by Czechoslovakia with an illegal act of our own.

The question of'the emigration of ethnic Germans living In the 0U.S.St. has
been placed by the Federal Republic of (lermany pn the agenda of official Federal
Republlc-U.S..R. meetings. In past yeats, priot to 1972, there was relAtively
little emigration. As relations between the Federal Republic and the U.S.S.R. Im-
proved in the 1972-73 period there was a considerable increaui in that emigration.
The actual figUres, however, are considered sensitive and are closely held by the
governments concerned.
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The subject was raised during Chancellor Sehmidt's recent visit to the U.S.S.R.
The communique issued following that visit stated that both sides noted that
solutions to questions of a humanitarian character had developed favorably and
expressed the wish that these questions should be dealt with in a positive manner
in the future.

I hope the above will answer the Committee's questions. Please feel free,
however, to call upon me if I can be of any further assistance to you in this
matter.

Cordially,
LINWOOD HOLTON,

Assistant Secretary for Con greeaional Relattons.

The CHAIRMAN. Here is my understanding of that situation.
A Coimnunist government takes over in Czechoslovakia. The U.S.

Government seizes any assets of the previous Czechoslovakia Govern-
ment that it can find to try to compensate Americans whose property
had been taken by that Government. Now my whole experience with
Communist governments is that when-dhe Communist takeover occurs,
anything of theirs that is over here we just take and use to help com-
l)ensate our people for the loss of their property which has been taken.
i hose people do not recognize private ownership of property. We do.

And the wy way I have ever seen to effectively negotiate with a
Communist government is not to negotiate at all Wen they seize
our property, anything they have we should take and distribute among
our people.

We made a settlement with the Germans in which we obtained some
gold that Nazis has seized when they invaded Czechoslovakia.

My whole experience in international law dictates that we would
simply take that gold and distribute it to these people whose property
wis seized over there in Czechoslovakia.

Some of your people in the State Department have been trying to
give that gold back to them while the majority of us on the committee
feel the war gold that we got from the Germans is ours and that we
should simply distribute it to these people whose property was seized.

Now, the French have a right to be consulted about the matter be-
cause we iad a-three-power commission at one point. The British have
a right to be consulted. My last information is that this Government
agreed to let the French have their part back to do--whatever they
wanted to do with it. If that is the case, I don't understand how any-
body can contend any longer that this Government should not be
privy to do whatever we want to do with our share of that gold.

ecretr_ KiSSINGE. Mr. Chairman, as I understand it, this is essen-
tially a legal question. My two associates here claim that the money was
not returned to France, but we will find that out this afternoon,'I am
not prepared to debate it, I just don't know.

The CHAIRMANr. In the first place, you are a busy man and I am not
complaining about-the fact that you have been busy on other work,
but it just seems to6 me we on this committee has a iht to complain
that, (1) your Department has not made the informati6i avaijabl -to
1s5 (2), when they did make: it available itwas wrong.

ecrctary KISSINOER. I am often in that Position, too, Mr. Chairman.
'riaclrMMAIf. IWel!, I hope yo* can help enlighten us on this mat-,

ter. That is one of the mar subjects on which we need to know the.
facts, I suppose, in order to get the right information so we. can arrive"
at what would appear to be the right conclusin.
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Secretary KISSoNGER. You should have the information and we will
get it this afternoon.*

On the major question, whether we can just distribute the gold-
and whether or not France got its share--it is my understanding that
legally we do not have the right to do this. In all cases where we have
blocked assets, we have not simply distributed the assets but have used
them as a means of obtaining a settlement with the country whose
assets we blocked. In return for those assets the country concerned
would settle its debts. It seems that we do not have the legal authority
to seize assets and then simply distribute those assets to claimants. We
do have the authority to block these assets and use them as a form of
negotiating pressure on the country concerned. This is the way the
gold has been used. This is at least my understanding of the legal
situation.

The ChAIRMNAN. Are you aware of what we did with the steel mill
that those people had oni order at the time the Communists took the
government over?

Secretary KISSINGER. I have a vague recollection but I am not-
The CHAIMAN . Thevr had a-steel mill on order here. They put up

the money to pay for it under the previous government. When they
confiscated our investments, at that point it was not confiscatichi in
their view. I understand that they have one legal system and we
have another. Under their legal system the people own nothing, the
Government owns all, including ther eyeballs and corpses. Under
our system of government there is such a thing as private ownership
of property. And what we did with the steel mill was what I thought
your Department had been doing, the only thing that made any sense
to me. W-hen they seize everything over there that belongs to our
citizens we seize everything over here that belongs to them, and if
they don't care to make a settlement we seize it and sell it. So we
sold the steel mill and distributed the proceeds among the Ameri-
can citizens who had property over in Czechoslovakia.

What is the difference between that and the aold?
Secretary KIssI NGER. I don't understand Aat the difference is and

I will have to look into the legal position. In my experience we have-
always used these assets as a bargaining counter, and I am not familiar
with a case where we have distributed blocked assets and if so, why
we did it. I honestly do not know.

The CnArIHAN. Mr. Secretary, you are going to find, if you haven't
that when they take over our property tfe best thing you can do is
to seize whatever they have over here and use it to pay off the claims
yoc; ,tave available to you.

If you are thinking that you are going to get them to pay a claim,
and from- their point of view it is evil to pay off a private property
claim; that attitudeis wrong to begin with because they don' think
the people should own anything anyway. And the only way that you
are going to get the Czechs, if you turn that gold back over to them,
the only way you are going to get any money out of them to pay the
claims is by some deal where you loan them $200 million and they will
pay off $10 million of claims or some arrangement like that. So on
each negotiation they always owe us more than the time before. When
they refuse to pay they lose that much more. That is the only way

*The State Departtment response is printed elsewhere in these hearing.
42-902-74-- 7
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I have seen those people do business. That is about how they axe
doing business on this one.

What is their argument, Senator Byrd, about paying off the World
War II debt; they will pay something provided we will lend them
twice that much?

Senator BYRD. They will pay 3 cents on the dollar, plus another
24 cents, provided we give them most favored nation treatment and
long term tax credit.

The CirAmAwN. It sounds to me like saying I will pay you the
money I owe you, $100 provided you will lend me $1,000, which I don't
intend to pay. And that is about the way that you would find yourself
trying to negotiate with the Czechs on behalf of the American claim-
ants in a case like this. It seems to me the only way to do it is to say,
take any assets that we are holding that that government can claim,
and to simplypay the claim.

Secretary K7ISSINGER. My understandingis that the Czech settlement
compares favorably with similar settlements that have been arrived at
with Hungary and other countries.

Now, Senator Byrd's description of the lend lease settlement has
certain aspects to it which strikes me as slightly one sided, but I don't
want to debate that at this particular moment.

The CLUAInAN. Mr. Secretary, if they are trying to tell you that that
settlement compares favorably to what they have done elsewhere, they
have misinformed you. I would be ashamed to claim that that is the
best I could do on behalf of my Government if I had all those tools to
work with including that gold sitting there, and proceeded to give those
people most favored nation treatment to give them subsidized loans,
and to give them all that gold while your own citizens have had their
property seized and taken away from them, and you had it completely
within your power to make them pay those claims as a condition of
doing any of those things. In other words, if you have made a worse
settlement than that, and I assume the State Department can say that
there is one that you made that was worse, I am sure you can find your
department did a worse job somewhere, but you will work hard to find
a situation where you had so much going for them and did a worse
job than that one.

Secretary KISSINGER. I think you ran together Senator Byrd's ver-
sion of the lend-lease settlement with the Czech settlement. Weaweren't
_talking about Exim credits and the Czech case is a different settle-
ment. But, nevertheless, I take your point. My understanding is that
the terms of the settlement are better than those that were achieved
with Hungary, that is to say, they are paying off 42 cents on the dollar
rather than 37 cents. But of course, whether you consider that a satis-
factory settlement is another question.

The CHAMMAN. Mr. Secretary, you started out by admitting you
don't know anything about this matter, so I would suggest that you
familiarize yourself with it. But meanwhile, why don't we get the
facts. You tell us on what condition you released or whether you gave
France one-third of that gold, and if so, and under what conditions you
gave it to them.

Secretary KissNGE.R. That I will do.*
The CIAIRMAN. Thank you.

* The State Department response is printed elsewhere in these hearlugs.
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Senator PACKWOOD. Let me run back to title IV and make sure I
understand what you are saying to us.

First there are differences on the committee and Senator Byrd and
I are debating some of those on the Eximbank credits to the Soviet
Union. I think what you are stuck with on the committee and Congress
is a reluctance of Congress to trust any administration because of
consistent deceptions over the past 10 years about things we have been
told on occasions and so we are afraid if we delegate too much author-
ity, views may change, positions may change.

What you are saying to us, if we write title 4 into the bill, Russia is
going to take this as a matter of personal insult to their personal pride,
they could and they would tell us to take our credit and take our most-
favored-nation and do whatever we want with them and they will stop
emigration altogether. Is that a fair statement?

Secretary KISSINGER. I think that is a good point.
Senator PACKWOOD. So, what we are left with then is trying to decide

merely in our own minds a9suming we want to encourage Jewish emi-
gration, whether we are better off to write a tough provision into the
trade bill and say the Russians are really bluffing and they will accept
it because they want the credit very badly, and that is a club, or really
say we will leave is to the discretion of the administration with their
carrot, we know the administration or hope the administration will be
faithful with the cause of Jewish emigrants and that the Russians will
respond more gracefully to a subtle carrot than a very unsuitable club.

Secretary KissINGER. I think that is essentially correct.
Senator PACKWOOD. I have no other questions, Mr. Chairman.
The CHAIRmAN. Mr. Secretary, I won't belabor this bill any further

because I know the burden on your time. There are some other members
who want to ask additional questions.

What is your pleasure? What is your schedule for the rest of the
day?

ecretary KisSINCu.ER. Well, frankly I have an appointment at the
State Department right now, but if it's a question of going another
15 minutes -

Senator BRD. I don't have too many but I do luve perhaps more
than 15 minutes.

The CHURMAN. Could we arrange to resume this hearing sometime
later on in the day, Mr. Secretary ? As far as I am concerned, I have
asked all the questions I care to ask, but I do want to give the rest of
the committee a chance to have the information that they would like.

Secretary KIssiNGER. I will leave it to the pleasure of the committee.
I would have to cancel a number of things today. I suppose I could do
it. There is one group coming that I have already canceled three times
that is coming in from out of town. But I suppose we could adjust
things.

But would it be possible to answer some questions orally now and
perhaps answer the remainder in writing? Would that be a possibility I

The CnAIRHAN. To the extent that the Senators are willing to submit
their questions, but I should think that they want to ask you questions
that would exceed that.

Senator Bi-D. It's never been my policy to submit questions in
writing to departments.
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In olher words, I prefer to take just a little time. This is the first
time the Secretary has been before this committee in 9 months, March
of 1974, 9 months ago. I don't have many questions but I do have a few
questions I am anxious to get answers to.

The CHAIR-M,X.-Do you NVAnt to answer them now or come back
later? 1Whatever you want to do is all right with me.

Secretary KISSiNGER. Well, could you get some idea of how long you
would think it would take now?

Senator B-nD. Some of these questions I think you can answer in
one word, yes or no.

Secretary KISSINGER. That is impossible for me. [Laughter.]
Why don't we go 15 minutes and see what is left. --
Sena1tor I-[AITKE. I have some questions. With all due deference I

do feel that we have to make a decision. I am personally willing to con-
tinue straight on through but I am not prepared at this time to be
forced to a time limitation. I would be glad to try to accommodate you,
but as Senator Byrd has indicated and you have indicated, this is the
most important piece of legislation in the Congress, and I do not know
what else could take preference over it.

If there is something that takes preference I would be willing to
come back this afternoon, tonight, tomorrow morning

I do think that there are some things which this committee is entitled
to know before we start to debate this matter on the floor of the
Senate.

The CHAIRMAN. It sounds to be like there will be an hour of question-
ing. Do you want to finish now or come back?

Secretary KIssINGER. Could we meet at 5:30 today ?
The CHAiRMAN. Certainly.
Senator BYRD. Sure.
The CHAIRMAN. If that is alright with you.
Secretary KISSINGER. I will arrange my schedule.
The CHAIRMAN. We will stand in recess until 5:30 p.m.
fWhereupon, at 1:05 p.m. the committee recessed to reconvene at

5:30 p.m.] AFRNooN SEssioN

The CHAIRMAN. Mr. Secretary, we will resume our hearings; Sena-
tor Byrd was asking you questions at the recess, and so I will call on
Senator Byrd.

Senator BYRD. Thank you, Mr. Chairmni.-
Mr. Secretary, as you possibly gather, I am a little skeptical about

detente and not 100 percent sold on it.--
This section of the trade bill ties in precisely with that matter.
Would you tell the committee what commitment or commitments

have been made in regard to long-term subsidized credits to RussiaI
Secretary KISSINGER. No commitments have been made to the Soviet

Union about any long-term credits, to the best of my knowledge.
Senator BYRD. On the question of harassment, which is one of

the key points of the Jackson amendment, is not the entire system of
Government in Russia based on harassment and terror, as a practical
matter?

Secretary KIssUro n. Well, I think the Government is more obtru-
sive than in our country.
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Senator BYRD. I will not press the issue.
Mr. Secretary, there is some evidence that Moscow cooperated up to

a point, but is it not true that when the Soviet Union actively urged
other Arab nations to join in the Yore Kippur War, they violated the
basic principles of relations between the United States of America and
the U.S.S.R. signed in May of 1972?

Secretary KIss,-NGEr. You mean in some of the exhortations that
were made after the war had started?

Senator Byn). Yes.
Secretary KIssINGER. Of course. I would say basically that when the

Soviet Union urges other countries to participate in a wvar any place,
that it would be violating the basic principles of the 1972 agreement.

Now then, one has to analyze why the Soviet Union may have (lone
this. But to answer your question, yes, I would say this was a violation.

Senator flyjm. Thank you for that clear-cut answer, Mr. Secretary.
Now what will be the criteria for Soviet fidelity to the Kissinger-

Jackson compromise?
Secretary KIssiNGEI. ks I pointed out this morning, Senator Byrd,

there are at least three basic questions. Is there any interference vitli
applications? Is there any harassment of applicants? Is there any
denial of applications for any ground other than national security,
reasonably defined?

It is my impression-and I have consulted the groups in this country
that have the greatest interest in promoting kemigration-that we
should be able to get substantially accurate answers to those ques-
tions. If it should turn out that these questions cannot be answered
satisfactorily, I would believe that the administration has an obliga-
tion to point this out to the Congress, in addition to the fact that the
Congress has a review authority at the end of 18 months.

Senator BYRD. At this point'I want for the record to point out and
commend the Senator from New York, Mr. Buckley, for his trip to
the Soviet Union. I am particularly impressed with the fact that
Senator Buckley did not spend his tine with high government officials,
but instead got out among the people. The Senator from New York
visited with the people, among the Jewish community there, among the
German minority there, among dissident groups, and I think he
brought back a lot of information.

In an Associated Press dispatch from Moscow noted Nov. 11,
1974, Senator Buckley quoted leading Jewish activists as telling him
that the Kremlin has increased its harassment of Jewish dissidents
since the announcement in Washington of the Kissinger-Jackson
agreement.

Would you comment on that?
Secretary KISSINGER. Well, may I indirectly say, as flattered as I

am in being bracketed with Senator Jackson, the ultimate agreement
was reached between President Ford and Senator Jackson. Never-
theless, I will be delighted to answer the question.

This exchange of letters or the implications of this exchange of
letters cannot be expected to go into force until the subject to which
it refers comes into being. So I would think that if the claims that are
made were still valid after the passage of the Trade Reform bill and
the granting of the MFN, this would be a subject of considerable con-
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cern which we will bring to the attention of the appropriate
authorities.

Senator BYRD. Well, the problem with that, as I see it, the way
the compromise amendment is worked out, the waiver can take
place, the waiver of the original Jackson-Vanik amendment will take
place at the President's option for a period of 18 months and during
that period of time vast amounts of credits and guarantees could be ex-
tended to the Soviet Union before the Congress would have an op-
portunity to review it.

Secretary Ki-ssiNOEn. Vast amounts of credits have not been ex-
tended to the Soviet Union in the past and vast amounts of credits
would certainly not be extended if we felt that there had been bad
faith in any of our understandings.

Senator BYRD. Well, the point I am suggesting is that there may not
be evidence of bad faith until after the credits are extended. Once the
credits are extended, I assume there is no way to retrieve the credits.

Secretary KissiNoER. I believe what will insure Soviet performance
is not the credits but their general interest in the relationships with
the United States. If for any reason -that should flatten, if detente
should be substantially jeopardized, then I believe, the overall per-
formance of what we are discussing here will also be in jeopardy.

As long as this interest is maintained, I think this is our primary
point of pressure or attack.

Senator BYD. I visualize something like what happened with
Japan when the United States gave in to the demand of Japan
and gave Okinawa back to Japan, which we had by treaty, then we
lost all leverage over Japan.

I am glad to say I opposed that treaty giving Okinawa back to
Japan, and we have lost al leverage over Japan. Once we give these
credits, my fear is we will lose all leverage over the Soviet Union.

Secretary Kissiz;ER. Well, of course, Senator, I do not agree with
you at all about Okinawa. One could argue that without the reversion
of Okinawa to Japan, our relationship with Japan would have been
so mortgaged we would have lost a lot more leverage than we have.

With respect to the credits, this is not immediately affected by this
exchange of correspondence. It is, of course, true that, if huge credits
are extended all at once in one decision that, then that will create
one situation.

On the other hand, this has not been our pasthistory and this will
not be our history in the future.

Senator BYRD. It has been the history in the 13-month period to
extend $587 million in credits and guarantees to the Soviet Union.

Secretary KISSINOER. Senator, I would like to review that figure
because what sticks in my mind is that we began the examination of
these credits in 1972. It is quite possible that the paperwork may not
have produced the first credit until 1973 or 1974. What sticks in my
mind is that the credits were ex-tnded in the sense with which I
am concerned-that is, in their relationship to foreign policy-over
a period of 2% to 3 years, regardless of when the ultimate decision
by the Exim Bank took place.

This is the manner in which we would expect to proceed in the
future.
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Senator BnRD. Under the amendment, as I read your statement
to the committee this morning, under the amendment, with no
ceiling on credits, that would mean under the law the administration
could, if it wishes, and you say it probably will not wish, but it could,
if it wishes, under the law extend unlimited credit to the Soviet Union.

Secretary KissINGIo. Well, not exactly, because there is a total
limitation, of course, on the amount of Exim credits that can be given.

Senator BYRD. My goodness, that is $25 billion.
Secretary KISSINER. Even allowing for our normal exuberance,

we would not earmark them all for the Soviet Union. But we have
agreed that there should be very significant consultive provisions
with the committee or with the Congress so that the Congress would
have an idea of what is earmarked.

At any rate, it is not our intention to earmark unlimited amounts or
huge-amounts, but we would like to have the ability to be flexible
in order to have some incentives in a situation that is likely to be
rather complicated over the next 2 years.

Senator ByRD. The Jewish leaders told Senator Buckley that
the telephone lines over which the dissidents communicated with
the West had been cut since Senator Jackson announced on October 18
that the Soviet Government was liberalizing Jewish emigration
policies to obtain trade concessions from the congress.

Would the Jackson compromise propose to deal with a matter of
thattypet

Secretary KISsINGFR. I do not believe that any exchange of cor-
respondence between two Americans could possibly account for all
the forms of harassment that an authoritation state can impose on
its subjects.

I believe that to the extent one assumes this will work depends on
there being good faith on the part of all the parties.

There are no specific assurances with respect to each form of harass-
ment, but there has been a general assurance with respect to harass-
ment. I believe that we should make an effort to see whether it can be
made to work.

I have pointed out in my statement that I did not know how this
would in fact work in practice. But we have now reached the point,
as Senator Packwood pointed out this morning, where we simply
have to make the choice on what gamble we want to take.

Senator BYRD. Mr. Secretary, Sakarov provided Senator Buckley
with a list of German origin residents in the Soviet Republic.
These Germans were originally residents in the former Soviet-Volga
German Republic in Eastern Russia. They were deported en masse by
Stain in the forties. The list was collected by a number of Germans
during 19.74. Twenty to thirty -of these individuals, I am informed,
who were involved in the collection efforts were arrested and are now
in jail.

All of the families on the list, the signed list, have applied for per-
mission to leave, but were refused.

Sakarov reported to Senator Buckley that the Soviet regime is
unwilling to allow them to emigrate because they are more efficient
workers in the farms and mines of the region than the local residents

The list represents about 25,000 to 30,000 individuals.
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This is the first of several attempts to collect lists of Volga Germans
who will be transmitted to the West when it is available. I have this
list which was given to me by Senator Buckley, with these signatures
gathered at great cost, personal cost by the way of damage to the
individuals who collected the list. Twenty to thirty of them are now
in prison.

With your permission, I would like to turn this list over to the State
De apartment for whatever help it might be able to give.

Secretary KISsIN-GER. I will check on that.
Senator Bi-u. Thank you.
Now, is it correct that the Russian Government does not expect to

ay for products obtained from the United States by hard currency
ut, rather, from Russiar products in a barter deal?
Secretary KISSI,GER. My impression is they will pay for it by

currency.
Senator BYRD. Does the waiver in the Jackson compromise apply to

all Communist nations or only to Russia?
Secretary KISSINGER. It applies to all nonmarket economy countries,

in other words, to all Communist nations.
I mean the right to waiver applies to all o-f them, but it will have

to be exercised in each individual case separately.
Senator BYRD. But the right to waiver in the compromise applies to

all Communist nations?
SecretaryKIssINGER. That is right.
Senator BYRD. Including, I think you said this morning, China?
Secretary KISSINGER. That is right.
Senator BYRD. Senator Buckley has recently suggested that an

ad hoc congressional committee be formed to monitor Soviet behavior
to see if the agreement is breached. ,

Would you favor - or oppose such an ad hoc congressional
committee?

Secretary KISSINGER. Will you repeat the question, please?
Senator BYRD. Yes.
Senator Buckley has suggested that an ad hoc congressional com-

mittee be formed to monitor Soviet behavior to see if the agreement is
breached. Would you favor or oppose an ad hoc congressional
committee?

Secretary KISSINGER. I have not thouglit this through, but my in-
clination would be to oppose it becauseI am very much afraid that
systematic intrusion in what is defined by the Soviet Union as a matter
of domestic jurisdiction is likely to have a counterproductive
consequence.

If I change my mind on this, I will let you know.
Senator BmnD. Thank you.
Mr. Secretary, I am very much concerned about the status of our

POW's and MIA's in Southeast Asia.
What efforts are being undertaken by the administration in this

area
Secretary KISSINGER. At every opportunity we have to meet-Soviet

leaders, we make this point. It was raised on the recent trip, and I
-raised it when I was in Peking. We are always told that it would be
, brought to the attention of Hanoi.
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Senator BYRD. That leads me to a part of the language that is in
the trade bill as reported by the Finance Committee. The Finance
Committee has accepted the language of amendments offered by Sena-
tor Chliles and Senator Gurney pertaining to MIA's and POW's in
Southeast Asia.

This amendment states that in order for Communist block nations
to receive most-favored-nation status two positive steps must be taken.
These nations must express the official outrage at the failure of the
governments of all Indochina to live up to section 8(b) of the Paris
peace accords.

In addition, they must report twice annually to the President of
the United States on the status of all actions these nations are taking
with respect to the repatriation of POW's and MIA's.

My question is, what is the administration's position on this
amendment?

Secretary KISSINGER. I have not actually seen the text of this state-
ment. I would say the possibility of evoking an expression of outrage
on the part 4- a Communist country about a fellow Communist coun-
try is extremely low.

Second, if we had this reporting requirement in addition to the
reporting requirements under the Jackson-Vanik amendment, we will
be creating so many additional obstacles that the grants of MFN would
be deprived, I believe, of all significance and would probably be
refused.

Senator BYRD. Well-
Secretary KIssINGER. I think the judgment we have to make is how

much the traffic will bear here.
Senator BYRD. Well, the committee has approved the amendment

as far as I know, unanimously. The staff could correct me if I am
wrong.

Secretary KISSINGER. With all respect to the committee, I believe it
was a mistake.

Senator BYRD. I understand the language of the amendment has
been mellowed to some extent, but-

Secretary KissINGER. I think the Gurney-Chiles amendment-and I
do not have the text of it before me with its periodic reporting require-
ment-would make additional progress very difficult to obtain I would,
therefore, respectfully recommend that this amendment be deleted.*

Senator BYRD. Mr. Secretary, in my own State of Virginia, as you
may know, Prof. Woodford MTcClellah, of the University of Virginiai
went to Russia in late 1973 on a cultural exchange program. In May of
1974 lie was married in Russia to a Soviet citizen by an agency of the
Soviet Government. However, in August of this year the Soviets in-
formed Mr. and Mrs. McClellan that her passport application to come
to the United States with her husband was being denied and that she
could not reapply for at least a year.

Repeated attempts to reverse the Soviet decision have met with
failure.

Professor McClellan had to leave Russia in late August and had to
leave his wife behind in Moscow. In addition, just this past week the
Russians have refused Professor McClellan a visa to go to Moscow to
visit his wife over the holidays.

*See also, State Department letter at p. 114.
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Does that indicate any real spirit of detente?
Secretary KISSINGER. Well, let me separate two things, Senator.
The domestic practices of the Soviet Union are not necessarily

related to detente which we primarily relate to the conduct of-foreign
policy.

Second, I am familiar with the case of Professor McClellan. I think
it is very moving. I-xeceived a very moving letter from him, and I have
been in correspondence with Professor McClellan. I pointed out to him
my own attitude as to the matters which you have also called to my
attention. I promised him I would take a personal interest in this case,
which seems to me inhumane, and I am doing so. Until I have received
a formal answer I would prefer not to comment in public session, but
it is a very moving case.

Senator BYRD. No one could ask for more than you taking a personal
interest, which you are doing.

Secretary KIssINGER. I have, and I have been in touch with the pro-
fessor personally.

Senator BYRD. Yes; it is a moving case.
Just one additional question at the moment, Mr. Secretary.
Two years ago, not quite 2 years ago, the administration recom-

mended that large sums, I cannot remember the exact figure, but I
think it was $3 billion to $4 billion, be given to North Vietnam. The
Senate passed a resolution in opposition to that, and no more has been
heard from it since.

I assume that the administration no longer is pursuing that matter?
Secretary KIssINoEx. We are not pursuing that matter actively and

we do not expect to pursue it in any future that I can foresee.
Senator BYRD. That is very good news and I think the Senate

deserves a great deal of credit for the legislation which it enacted
expressing opposition to that.

Thank you, Mr. Secretary.
Thank you, Mr. Chairman.
The CnArRmAN. Mr. Secretary, I would like to ask you about one

matter. Have your people since this morning's session provided you
with the information I asked about the Czet old?

Secretary KISSINGER. I have been in session a day. Quite honestly
they handed me a statement which was incomprehensible to me which
I would like to refine and send to you tomorrow.

The CHAIRMAN. Could I look at it between now and then, because
if it provides the information I think that we are looking for, I will
not have to ask you about that any further? I will not interrogate you
any further if I can see it.

Secretary KissINGER. From a quick reading between appointments
of a rather complex document, 1 think there is some merit in what
you said this morning, but I will give you a formal statement
tomorrow.

The CHAIRMAN. I was trying to save you the trouble of coming
back.

Senator BentsenI
Senator B.NTsEN. I have no questions.
The CHAmmAN. Senator Roth?
Senator RoTH. I will be very brief, Mr. Secretary; the hour is grow-

ing late. But I do have two or three questions I would like to ask you.
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I am a supported of the legislation, but one is receiving a lot of
criticism about the bill.

First of all, there are those who say, how can we really have mean-
ingful negotiations now when the economy is in a time of growing
unemployment and inflation ?

I wonder how you would answer those critics of this legislation?
Secretary KSSiNOETI. I believe, Senator, that the worldwide eco-

nomic crisis cannot be dealt with until each nation solves its own
problems. In fact, I do not believe it is possible to solve the national
problem without international cooperation. I would look at these
trade negotiations, then, as part of an overall attempt including all of
the industrial nations to get the inflationary pressures under control
and to defeat recession. We believe that the trade legislation will be
an important tool in this effort.

Senator ROTH. Many people say, of course, that the most critical
international economic problem is the energy problem, and they con-
tend that nothing can be accomplished in the trade area so long as we
are faced by the oil cartel and high oil price as well as the economic
uncertainties they have caused.

You really believe that if we adopt the legislation now that meaning-
ful negotiations can be held during current conditions?

Secretary KIssINoER. I believe-
Senator Ro'r0I. Could I finish the question?
Secretary KissINGzR. Excuse me.
Senator Roirh. For example, do you think that the passage of this

bill might put the Soviet Union in a framework to be more coopera-
tive in working with us on the oil-energy crisis?

Secretary KISSINOER. Well, I have to tell you quite frankly, Sena-
tor, that I do not expect that the Soviet Union will help us solve the
energy crisis. Think the way to deal with the energy crisis is for the
industrial nations, the major consuming nations,-to work together so
that they are no longer subject to pressures, have alternative sources
of supply, reduce their consumption and create financial institutions
that enable them to deal with the dislocations caused by high oil prices.

This requires a high degree of cooperation among the advanced in-
dustrial countries. The trade bill can be a very useful tool in helping
us create this spirit of cooperation and vindicating the interdepend-
ence, which is the only way by which this energy crisis can be defeated.

Senator RoTH. But you do not see the Soviet Union, if we extend
most favored nation tariff treatment and credit assistance, as being
willing to help us try to work out some kind of a satisfactory solution
with the problem of oil.

Secretary KIssmE. I do not exclude that the Soviet Union might
be of some marginal help, but I really do not believe that the Soviet
Uni. is the key to the solution of the energy problem.

Senator ROTH. Senator Byrd in his questions raised a number of
times the problem of the 18-month delay in which you could end the
most favored nation treatment.

Under our legislation the President is given the power to terminate
or suspend MFN treatment to the Soviet Union. -

Secretary KissiNGoF. That is correct.
Senator ROTH. And I wonder under what kind of conditions you

think this tariff-treatment should be suspended or terminated, and I
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Abould play a larg role i enabling the countji concerned to finance
their deaci&

&mwor Bwrrniv I would tay, Mr. Scntary, I do not see how
this Nation can lxvome the endorwr of the oblipatious of many of tho
other nations of the worlL It wen to me that is a credit rik that has
to be run by the produci)g nations and we have enough economic prob-
kes of our own without taking on that additional credit risk respond.
sibility.

44 nry Kuim omoa. With that I would substantially agrve. We am
talking about one facility, about the recycling of dollars that are in
any oeyit deposited in the Western count ri..

Senator BDz2o=. Mr. Servtary, I can "eo where we might stand
oome trarwfor of goods and orvicw over a period of time, but the tal
problem, of course, is transfer of a grwt amount of currency in a rela-
tively short period of time that can wrick the international monetary
syWm.

Secretary Kisaiwom That is right,
S&ntor -ir. wms-. lav we made any progrvs9 at all in trying to

g preforrmd deliveries of goods and servicim on some of the deliveriesof 0o1 1
Secretary KsiNo. Well, it depends on the countriet-
Senator Bzwnxi. I undarswid some of the nations could not really

utilize them unless they have a population like Iran and Iraq.
$ccretary Kisatwo. In the caw, of Iran, for example, I think

there is a sub-tant ji ability to pay in goods and service . W6 have now
At up an economic commission between Iran and the United States,
which we hope will have worked )ut a program by Marb or April of
thiq year. This will involve very substantial purchue by Iran in the
UnAed Statem of goods and sorvmcee and mitch of that of a nonmiliary
nature

Senator B Would not the population of Nigeria perhaps pro.
vide i boorpt ion of goods and erviceaI

Secretary Kiss-ori. Nigeria would be another cam Other coun.
tries like the Gulf shiekdoms, and to some extent even Saudi Arabia,
ivally have no cavity to abLorb the enormous transfers that are now
involved, and that prevents a masive problem.

Senator Be.r%'i. Now, aRM we approaching these, in part, in a
bilateral way with them nations?

Secretary KlsMNorm We am approaching all of these nations in a
bilateral way, and we are setting up economic commissioners in order
to bring about. the niaximum degree of transfer of goods and services
that can be achieved.

Senator Br.xsNir. Have we yeachd an accommodation with the
Frvnch concerning their triparty approach, and your trying to es-
tablish some consensus on the part of the consumer nations prior to
the exchange? I

Secretary Klissarm. It is our view that a producer-consumer eon-
ference, without a consu me jition arrived at before the onfer,
ence and without consumer solidarity of a tangible nature, would only
repeat all of the dilemmas that exist in the bilateral rtlationshiip

We are riot oppo(l to producerconEnmner dialog. We would wel-
come it.
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I believe that we can work out the differences that may have existed
between the French approach and ours if Franc, will agree with us
to have prior consumer cooperation and then movA rpidly from that
basis to a pro ducer dialog. It i my impression, on [he basis of ex-
changes I have had with the French Foreign Minister and with
others, that by the time the meeting with the Gernian Chancellor and
with the French President in Matinique is over, we will have made
considerable progreo_

Senator Br.s imv. I am pleased to hear that. I met with the French
Foreign Minister and the President of France a couple of weeks ago
on the sante point, and I agree with you that certainly the consumer
nations should coine prepared with a plan and not with an idea of
confrontation with the producer nations, but from the standpoint of
negotiation in trying to resolve these; otherwise, we are going to have
a totally unstructured meeting. -

Secretary Kmriiour.s That-is exactly our view, and I think on that
basis we can in fact work something ou .

Senator Biwrv.. I must say the urgency of it is such that we
really have to push.

Secretary KisSSIINoGE. We are prepared to move as rapidly as the
other consuming nations wish, and we will put concrete proposals be-
ftm the meeting of the TEA the International Energy Agency.

I think it is meetin Demier 14 or 17.
Senator BEwrmN. hank you, Mr. Chairman.
The CtARMAN. Senator Dole I
Senator Dom. I would like to submit a couple of questions on the

MLAk question and elaborate some on the question of Senator Byrd,
because it appears to me that that amendment was adopted by the full
committee without, as far as I know, any objection on the part of the
administration.

If there was some, I missed it. But it does seem to me if we are so
concerned about the emi grants from the Soviet Union, we ought to be
just as concerned about Americans who may be somewhere in South-
east Asia and may be missing in action.

If I could, I would submit a couple of questions that you could pro-
vide for the record.*

Secretary Kissiroa. I would appreciate it. We would have no ob-
jection to this being a sense of the Senate resolution, for example.

Senator Do. I think the only thing it requires is a detennination
by the President that there has been cooperation. I do not know how
you define cooperation. I assume that can be a very fuzzy definition
depending on who makes the interpretation. But certainly we could
not extend any special treatment to any country who did not cooperate
with us, would be my hope.

Secretary KissiNom. I will be glad to respond to your questions,
Senator.

Senator Dom. Thank you.
Senator tHArrrr. Mr. Secretary, you may recall that in your appear.

ance here in March 1 was the individual who suggested at that time
that we reverse the procedure of the Jackson amendment and give con-
sideration to the extension with a provision for recall.

The quyetlone &ed rveopoe of the State Department are printed at the conclusion of
the oral testimony, p. II.
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I do not want you to think I met this question without some under-
standing what you are tryl'g td do.

First a preliminary question, how would most favored nation treat-
ment be extended. This morning you agreed that it would be extended
and could be extended to all nonmarket countries, including China. Is
that correctI

Secretary Ksst:Nro:R. Yes, that is right.
I might point out that some of the newsmen who accompanied me to

Peking raisi the Jackson amendment with the Chinese and were told
that any time we want 12 million Chinese they will be glad to make
them available to us.

Senator HA-mrtE. Well, I was wondering, do you think we ought to
send them over to the State of Washington ? Is ihat what you are tell-
ing me ?Laughter.1

Senator IIArTKE. Let me ask you specifically-
Secretary liss,,o:n. It was reported to m ethird-hand.
Senator IIA~RKU. Let me ask you about some of the so-called satel-

lite countries, like Romania.
My understanding is that President Nixon, when he was in Romania

in 1969, assured the Romanians that they would have most favored
nation treatment.

Secretary Kiss, lmNn. That is correct.
Senator I, Arir.. Subsequent to that time they have been caught in

the middle, that is, the trade bill has been here but there has never
been a clearctit understanding as to whether they could receive that
kind of specialized treatment which had been extended Yugoslavia
and Poland.

Is it now the position of the State Department or the negotiators
that there are additional requirements which would have to be met
by Romania beyond t hos which have been met so far?

Secretary KISSINGER. Senator as a result of the Jackson-Vanik
amendment, the Congress would be putting an additional requirement
before us.

However, when I was in Romania, I had an opportunity to discuss
this with President Ceausecu. The primary issue on emigration be-
tween us and Romania concerns some Americans of dual citizenship,
and we believe that a satisfactory outcome can be, rapidly negotiated.

It would be our intention that Romania would be one of the very
earliest beneficiaries of the Trade Reform Act and that it would be
granted most favored nation status literally within a matter of weeks
of its passage.

Senator HARTKE. Well, let me point out for the record, and I think
you can verify this statement, that during the troubles in the Middle
East Romania has been the one Communist nation which has main-
tained dil)lomatic relations with Israel. Is that correct?

Secretary KIssINOER. That is correct. Romania has not broken diplo-
matic relations with Israel and has been generally helpful.

Senator IARTTKE. Would the same general overall approach apply
to Czechoslovakia, Hungary, Bulgaria, East Germany?

Secretary KiSsINGE.R. I do not see, for example, how East Germany
could be brought into compliance with the Jackson-Vanik amendment
under current conditions.
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The general approach -that I haye outlined would be applied with
respect to all of these other countries to the extent that we aro-pre-
pared to extend most-favored-nation status to them.

Senator H-L ri,. Now I want to return to the time when I was inter-
rupted this morning by the bell, to the exchange of letters which was
made between yourself and Senator Jackson.

First, before we get into that, take the letter of Senator Jackson.
There is one statement I would like to clear up.

"Finally, in order to adequately verify coipl iance with.the stand-
ards set forth in these letters, we understand thlat communications by
telephone, telegraph, and post will be permitted."

Permitted with whom and by whom and how ?
Secretary KIssiNoGn. Well, I thi~L4 you have to ask Senator Jackson.
I stated earlier that the letter of Senator Jackson was not based on

anything the Soviet authorities have told us, but, that we would include
it among the considerations we will apply in asking for an extension
of waiver authority.

Senator HrArTIK. Well, I think then it is only fair to make this as-
sumption and come to this conclusion, that there really is no formal
agreement then with the Soviet Union regarding emigration; is that
correct?

Secretary KIssIxoEn. That is what I stated in my testimony. That is
correct.

Senator IARTKE. Then it is also equally clear that the Soviet Union
is not entirely predictable in how it will respect the freedom of its
citizens or how it is going to react in the Middle East and other trouble
spots.

Secretary KMssInoFR. That is also correct.
Senator YIARTKE. That being the case, why should not the Congress

be in a position to deny at any time the extension of credits or most-
favored-nation treatment to the Soviet Union or any Communist coun-
try whenever such country acts against the national interest of the
United States?

Secretary KISSINGER. Because-
Senator HIARTKE. Let me say what is at issue here and what I refer

to in this case, is the question of congressional oversight and congres-
sional review.

What it appears to me is the conclusion, which I do not deny you the
right to have, that the judgment of the President and the administra-
tion is better than the judgment of the combined 535 Members ofCongress.

Secretary KISSINGER. No.
Senator HARTKE. Do not admit to that, let me make that assumption

and statement. That is at the heart of my question.
In other words, I am trying to pin down-
Secretary KissINoE. That is not, Senator, at all the basis for our

view. I think when you have a separation of powers between the execu-
tive and the legislative, it becomes important to determine what is the
proper exercise of executive functions and what is the proper exercise
of legislative functions, dnd obviously there are fuzzy dividing lines.

I believe if the Congress attempted on a day-by-day basis to review
the conduct of another government, and on a day-by-day basis at-
tempted to exercise supervisory authority, it would be engaged in

42-902--74-8



102

day-to-day conduct of foreign policy. I believe that 535 Members
of the Congress, with other duties and less immediate information,
are not as well equipped as those who have the day-to-day respon-sibility.

Oi- the other hand, the Congress has an tbligation and a duty to
review the overall conduct of foreign policy and to exercise its judg-
ment at periodic intervals that permit an adequate review. It was
our judgment that the 18-month period would permit the Congress
to exercise its judgment and in that case it would, of course, be
conclusive.

Senator Hin'ri~E. Let me just point out though the difficulties that
I see in-the approach which is being advanced by you at this time.

You asked that the Congress first not interfere with the- internal
matters in Russia and that Congress be mindful of the sensitivity
and I am using in both cases the quotes from your statement, and
sensitivity is a quote from your statement.

In other words, you say the Congress should not interfere with
the internal matters in Russia and Congress be mindful of the sen-
sitivity of this issue.

You have also asked for authority for the executive to make the
decisions as to whether or not most-favored-nation treatment and
other extensions of credit should be extended to the Soviet Union.

Can you tell me at what point and in what form will congressional
review really occur ?

Secretary KIssixoR. Congressional review will occur after 18
months on the expiration of the first waiver. The Congress will then
be able to, in its own good judgment, decide whether it wishes to
extend this authority.

Senator HARTIK. Let's assume we come to the 18-month period, if
the matters are so sensitive they cannot be specifically nailed down
and we cannot even discover for sure who saidwhat, on what, or who
made what commitment to whom, how can Congress exercise its re-
view of the trade negotiations system even under the Jackson amend-
ment? How is it even possible?

Secretary KwssINEr. Senator, I don't believe that is an entirely
accurate judgment.

Senator H^irKi. You tell me where I am inaccurate and we will
correct the question in its inaccuracy and then we will present the
question in my own form.

Secretary KissiNoER. I have described to you exactly what conver-
sations took place which are the basis on which we have given the
assurance.

Second, I have made very clear that it is our understanding that
there would be no interference with applications, no harassment of
applicants, and no denial of visas for any of these other than for
national security. All of these are standards that are capable of clear
determination.

We have asked the Senate to keep in mind that this is a rather
sensitive matter, sensitive with respect not to the clarity of the cri-
teria but to the form they have.

We have attempted to point out if you make them a matter of
government-to-government agreement, this might well defeat the pur-
poses which we are attempting to achieve.

f
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Of course, it is perfectly open to the Senate to pass the original
Jackson-Vanik amendment and then assume the responsibilities if
emigration stops altogether. In all of these matters we are in an area
of judgment. I

(have given ou our best judgpnent of the manner in which these
assurances shoul be made effective and the nature of the assurances
that can be given but the criteria themselves are not at all elusive and
will be subject to rather clear determination when the subject of waiver
comes up. Of course, there will be one other criteria which oryone
will watch which is the actual rate of emigration.

Senator IARTKE. At some place, Mr. Secretary, and I don't see where
I was so inaccurate in my statement, I don't know who promised what
to Whom. Let me say these questions will have to be answered.

Secretary KIssiNaER. Absolutely.
Senator Ilt.E. And when that point comes, I cannot understand

]low that question can be any less sensitive after the fact than it is be-
fore the fact. It is the old, old story of a lawyer preparing a contract
between, two people who are getting along well at the moment. You
have to make the contract in such a fashion that it will go ahead and
,withstand the intensity of a disagreement. Isn't that right?

Secretary KssziNER. That is absolutely true.
Senator IIARTIE. Isn't it fair to assume that if this is extended,

once having gained this type of concern, that the point remains that.
it, will be more difficult to take away the benefit and will be much
more sensitive in the international arenA than it is today.

Secretary KissIxNR. I'm not saying it is sensitive to discuss whether
in fact applications are being interfered with, whether visas are being
denied, or whether applications are unrestricted. What I have said is
sensitive to discuss is the nature of the understandings and how they
were arrived at and how they are expressed. Criteria -at the time of
renewal will be reasonably apparent and will not be too sensitive to
discuss and we would expect fully to discuss them.

Senator IHARTKE. Well, let me go back to our letter of understanding
to Senator Jackson. I want to point out what I had this morning and
the fact is that in the letter you make the one statement that we have
been assured that the following criteria and practices will henceforth
govern emigration from the U.S.S.R. Then you stated also in your
final statement that the letter from Senator Jackson will be among
the considerations, which makes this whole question of completely sub-sective decision based upon assurances from unknown individuals.
isn't that what you said ?

Secretary KissiNOER. Senator, in my statement I have pointed out
that the assurances were obtained from Foreign Minister Gromyko
and Secretary General Brezhnev, and that whatever other short-
comings they may have, they do not suffer from being unknown.

What we say will be among the considerations. This seems to me
to be self-evident from the letters because obviously we will also have
to apply the considerations of our own letter.

Senator H-ARTRE. Which means in substance, if you care to, and I am
not saying you would, I have a great deal of confidence in your inten-
tions to live up to the criteria which has been set forth. But in the
case that you decided not to, you could make a finding contrary to the
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general conception of what is being portrayed here today and still
find within the framework of this hearing- -

Secretary KissiNon'. But then the Congress could overrule us.
Senator HAtrKn'. I understand. That is exactly the point I am

making. At some place along the line, the Congress is going to have to
ultimately make that judgment, too.

Secretary KIssiNop.R. In my statement this morning I pointed out
in addition to whatever judgments we may make, the Congress will
make its own judgment quite independent of our.

Senator TIARTHE. Will the information be more readily available
at that time than it is now?

Secretary KIssIwoER. I believe-
Senator HAUTKE. Isn't it fair to assume it will be just as difficult,

if not more difficult, for us to obtain ? If we cannot obtain before the
fact, how can we obtain after the fact?

Secretary KIssImora. I again would like to emphasize I have not
said that the information is going to be difficult to come by. It is indeed
the judgment of all of the groups with whom we have consulted that
have a special interest in the pro ei of emigration that they will
be able to know whether applications will be interfered with, whether
applicants will be harassed, and whether visas will be denied. There-
fore, this information would be fully available to the Senate. And
I know the Senate will not be solely dependent on whatever informa-
tion. the executive gives it.

Senator HARTIE. Will the matter be less sensitive at that period
of time after 18 months than it is today, and will the information be
more fully and openly examined at that time than it is today?

Secretary KIssiN;Efl. I have pointed out that the sensitivity of the
subject resides in the definition of the assurances that vere given and
not in the content of the emigration practices. But it may well le
that a certain sensitivity could attach to it at that moment,'in which
case it would have to be discussed between the committee and the
executive in a spirit, I am sure, of good will and cooperation.

Senator HARTXE. Air. Secretary, I wish that I could interpret the
intent of your statement in the light in which you make it, and I am
not saying that it is not so when I read the statement.

I am reading from your statement, "Nor can we expect extended
debates of domestic Soviet practices by responsible U.S. public figures
and officials to remain indefinitely without reaction."

And another place in your statement-I don't know if I can find it.
"I am convinced that additional public commentary or continued

claims that this or that protagonist has won can only jeopardize the
results we all seek."

Does this imply that there is going to be a moratorium on debate
of this issue, of discussion of this issue, to such an extent that we
really will have sort of a closed operation for 18 months?

Secretary KIssINopR. This referred not to the whole period of 18
months, it referred to the resolution of the particular issue, and it re-
ferred to attempting to determine who or what had prevailed in the
particular debate.

Senator HARTKE. Mr. Secretary, let me read your own words to you
on the question of sensitivity.
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"Therefore, I respectfully ask that your questions take account of
tile sensitivity of the issue.

You did not, say at that timo the sensitivity of how the issues were
Arrived at. -You said the sensitivity of the issues. There will be ample

oplportunity-this is the next statement which Is amplification and
discussion. At that point there will be ample opportunity to test in
practice what has been set down on paper ind debate these matters
again when iOfe time for stock taking foreseen in the legislation conies,
which we nil agree is 18 months from now.

Now, that does not leave me with the idea it was a matterof how you
arrived at these issues but leaves me with the sensitivity of the issue
and the issue here, basically, I mean whether anyone else wants to say
it, "ou and I know the central issue in the Jackson amendment has
been the emigration of Jewish people out of Russia. Isn't that right?

Secretary K1ss1 n. That is correct.
Senator 'HARTIKE. Now, let me ask you, in light of that, with the

President of Israel making the statement that he did yesterday, with
till the implications that came from it, concerning them having the
nuclear capability, does this have any meaning whatever in the con-
text of the sensitivity of the issues I

Secretary KssINoEr. Well, I have only seen a newspaper report of
that statement and I do not know how accurately he was quoted.

I know him to be a scientist, and I interpret it to mean he was talk-
ing about the peaceful application of nuclear energy. The nuclear issue
is sensitive, but I will not prescribe to individuals the manner in which
they wish to discuss it.

8svator IIARTKE. Do I take that to mean you are not aware whether
or not they have the capacity to deliver a nuclear Weapon.

Secretary KIEssiNGnr. Have no clear knowledge of that.
Senator ITARTKE. I did not hear that.
Secretary KTSSINGER. I have no clear. knowledge of that subject.
Senator IHIARTKE, No clear knowledge.
Do you have anyunclear knowledge?
Secretary KIssINGER. Well, one always reads fuzzy reports. That is

all I \vant to say on that subject.
Seniator H-ArTKEi:. Yes, but as I said a moment ago---
Secretary KISSINGEr. I do not see how this is relevant to the question

of emigration.,
Senator IIAVTIKE. Let ic come back to the question I asked you a

moment ago. to which you agreed, you said it was also clear, and I read
it to you because I read it then. I said it is also clear then that the
Soviet Union is not entirely predictable in how it will respect the free-
domn of its citizens and how it will react in the Middle East and other
troubled spots, and you said that is true, and I have asked you what
effect, this type of statement is going to have upon this type of situa-
tion in whi" h the central theme has not been the essence of the trade
bill and all the other ramifications on the part to negotiate but the
essence of the Jackson-Vanik amendment and proposed substitutes and
whatever agreements there have been had been directly involved with
the question really of the immigration of the Jewish people to Israel.

Now you have this statement coming. In the face of that you mean
to say that will not have any effect upon this situation whatsoever.
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Secretary KssliNori. Well, if the President of Israel had asked my
opinion about whether he should make the statement I read, I might
well have advised him differently. But he rarely consults me..Senator IIAnRXLn I understand that. You probably would have ad-
vised him not to make it but he probably would make this decision
fully aware of the type of effect it would have, what I am saying to
you is, I want to bring you back again, it Was my original suggestion
that you make, you were here, you acknowledged that that would be
an approach that would be accepJtable to you, ond that is to extend in
affirmative fashion, positive fashion, most-favored-nation treatment
on the end of it and then to review the action.

Secretary KissiNoir.. I remember that very well.
In fact, I referred to it.
Senator TAHRrKE Yes. All I am saying to you is that I would hope

that 18 months from now that we do not read this testimony and have
it come back to haunt us all.

Secretary KISSINOER. And have-
Senator IA~M'r. Have it come back to haunt us all. That may be a

southern Indiana term.
Secretary Kiss NOER. I agree very much and therefore I have at-

tempted in this statement to give as fair an account of the origin and
to state as honestly as I can what we can back up and where we have
to operate on the basis of our best expectations.

I think this a very fair comment.
Senator HAWrE. Let me go to another question.
Were there any commitments made to the Soviets, directly indi-

rectly, or by inferences, during the Vietnam peace negotiations that if
the helped us in some way to get out of Vietnam, by that I mean to
end the military engagement there, that we would provide credits and
most- favored-nation treatment would be extended to themI

Secretary KIssNzim. Let me put it his way. In the period 1970, 1971,
and 1972, we made clear to the Soviet Union that if they engaged in
what we considered responsible international behavior, which included
some of the areas which you have mentioned, but not exclusively so,
that at the end of that process some of the benefits which you I nve
described could result.I I think it is also fair to say that when we negotiated the trade
arrangement in 1972, and the MFN, that we did so based on the previ-
ous record in which no additional conditions had been attached by the
Congress. I am thinking of the case of Yugoslavia and Poland. And
we operated in good faith and so did they, that this was a decision
which would be relatively easy to achieve. At no time in our domestic
debate prior to 1972, has the 'ssue of domestic Soviet legislation ever
been raised with regard to MfFN and to trade.

Senator IIARTKE. In other words, let me see if I can correctly under-
stand you.

What you are saying, that there was no concrete quid pro quo but
there were discussions of these matters that it would be mutually bene-
ficial for the United States and for the Soviet Union, first, to end the
military confrontation in Vietnam, and second, then to proceed along
the line's of some of the instances I discussed.

Secretary KTSSINoER. It was among the criteria; it was not the only
one, but it was among them. -
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Senator HA rz. Let me go to another area for a moment in respect
of the comments on title V.

Is it your contention that the oil-producing nations could receive
preferences in our markets?

Secretary KsiNoma. We would like to have the discretionary au.
thority, yes.

Senator I{A r . In other words, they are not automatically de-
nied preference, are they I

Secretary Kysswgos. Under this amendment, yes. What we would
like to do is change the automaticity to discretionary authority.

Senator 1{ArT. You want that changed, is that correct, and the
OPEC nations are denied treatment under the bill.

Secretary KissizoER. What we would respectfully request is that
the automatic requirement be changed to a discretionary one because
under present circumstances any country that is a member of OPEC,
even if it is only a very marginal producer. quch as Ecuador. won1d be
excluded from preferences, and we would prefer to have the d;scretion-
ar-v authority.

Senator fiAwrK. There is this exemption which is contained in the
bill, in title V. the provision that the President may. exempt from the
application of paragraphs 2 and 8 of the subsection-any country dur-
ing the period during which such country is a party to bilateral, multi-
lateral trade agrement to which the United States is also a partyif
such agiement fulfills negotiating objectives set for it in scion 108,
and here are the words assuring the United States fair and equitable
access at reasonable prices to supplies of articles, commerce, important.
to the economic requirements of the United States, and (b) is not in
violation of such agreement by action denying the United States such
fair and equitable access.

A13 I understand what you are saying, you are saying that you still
want further concessions beyond that in the field of discretion."

Secretary KissiNo.R. Yes, we want to have the discretion for bilat,
eral arrangements in addition to the multilateral arrangements.

Senator H'ARTKE.. I did not understand that.
Secretary KrssiNo.n. They can be both bilateral or multilateral.
Senator HART:. You want it to be only bilateral
Secretary KissixoriR. No. no.
Senator HtARTKFE. It is bilateral and multilateral. I do not know how

we can make it any different than that.
ILt me say to you, it is very difficult for me, as a matter of fact, it is

incredible that the'lnited States would leave its markets wide open for
developing nations to exploit while at the same time creating a world
economic crisis by having monolithic prices for oil.

Secretary IssNoE.R. But it is obvious that it is our basic policy to
attempt to reduce the price of oil.

Senator ItARTKF.. And therefore, we would attempt to achieve this
by those methods which seem to us most effective. We are concerned
not with countries like Saudi Arabia which obviously does not need
preferential access and which will not even be considered. But, for a
variety of reasons we are concerned with countries such as Ecuador
which is heavily dependent on the system of preferences and also hap-
pens to be a member of OPEC.

1-1
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They would be automatically excluded because iey probably could
not make a special arratigeetnnt, with us for access to their oil under the
terms of OPEC.

Senator IIAtTSrV.. Mr. Secretary, you leave me confused, I have to
admit, because I do not see what you are asking for. What is not in
this billI

That is very simply that the statement of purpose in section 108 of
the bill, page 27, is the principal U.S. negotiatig-

Secretar Kiss~xoER. We would have to ask that they break the
price, which means leaving OPEC, because otherwise we do have ac-
cess at the OPEC price.

Senator IIATrFKE. No, I am talking to assure the United States fair
and equitable access at reasonable prices.

Secretary KissiNoI:n. But a reasonable price would have to be
something other than the OPEC price because otherwise all OPEC
countries would be eligible or all OPEC countries would be ineligible.

Senator lwrcE. Well, [ am not sure that we are going to change
that.

Anyway, let me come to another question, and I know that you are
anxious to get out of here, Mr. Secretary. I am just as anxious to got
out ats you are, to tell you the t,ruth, and I 4m passing appointments
as well as you.

I appreciate the request made of me to try to shorten the hearing,
but let no tell you, if this is the most important piece of legislation
before the Congress, I do not know who else you have to meet. I will
not take but a minute apyway.

In the October 26 issue, 1974, of "The Economist," is an article which
is the cover art ie-

Secreta.ry KRssIXOER. Yes, I think I know what you are talking
about.

Senator lArrrKE [continuing]. Which I ask unanimous consent to
put in the record.

[The article referred to follows:]
(From the The Econontist, Oct. 20, 1974J

BUyINO PzOpLL'8 FREEDOm

tutssia bargains hard. So should those opposing It. It may seem unappetising
that America has Just bargained Russian people against Its own money and
goods; but you cannot be fastidious about that kind of thing when your aim Is
to get a very tough regime to treat its own subjects more humanely and conform
to civillsed rules of international behaviour. The essence to the deal disclosed
on OQber 18th was that, In exchange for American trade concessions, Mr.
Brezhnev would allow some relaxation of the present rigorous Soviet methods
of preventing emigration, particularly by Russian Jews. If he keeps his word, a
few divided families will be reunited, a few stifled spirits will get a chance to
breathe free, and a little more vindictive persecution will come to an end. For
this, It 14 worth the United States' while to pay a price in grain sales and commer.
cial credits. And Senator Jackson and his congressional allies have rightly used
these inducements to bring the Soviet government to start doing something about
the freer movement across frontiers which it has said it wishes to promote, but
has done its damnedest to prevent.

go buying people can be right. From ancient Rome to antebellum America,
the practice of purchasing another man's freedom has been an unsordid act.the debate that preceded last week's announcement turned not on whether the
United States would be acting morally In offering Russia an inducement to
release would-be emigrants, but on whether the prospects for east-west detente
would be Impaired by making trade conceshlons conditional In this way. The
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Secretary of State, Mr. Klaldusipro feared that they would be impaired; but
Mr. Jackson and hit colleagues held their grotndL The pulling and haullog was
a long-drawn-out business and It may be argued that the barpJzi would not
bare been struck yet It the Russans, who bad been boplg to exploit rSi Nixon's
crumbling domestic poidtlon and his consequent need for showy international
encounters, bad not seen him fall from power. But robody ever got a fair bar.
gain out of the Soriet government without being prepared to outfit tho neg0tis.
tots whom It still trails In the tonebottomed style firat made farsmut by
Vyachealav Moitor.

How firm will the deal be? The only documents wsde public on October 18th
were the letters exchbAnged that day between Mir. Kissinger and Mr. Jockson. The
Secretary of state referred to "discussious that have been conducted with Soviet
reprtie5tatIveW" and stated that the Ford Administration had been assured that
emigrntion from Russia would henceforth be governed by a set of criteria which
fie liate'l. According t) this lint, alqilianti for exit permits should no longer
encounter discrimuiuatlon, punitive action, extra taxation or dellb(-rate o5sru(-
tion: hanrwish.llj cae should receive tytnpatbetlc consideration, as should Amerl-
can complaints of failure to respect the criteria listed. Mr. KI*Vnger added that It
would 1w assumed that the rate of emigration "would begin to rise promptly from
the 1973 level and would continue to rise to corrCspond to the number of sao"'
cants"; and that the Preoldeut would take account of points made In Senator
Jnckson's letter when deciding whether to allow Russia to benefit under Wie terms
of the pending American trade bill. The senator's letter acknowledged that there
was now a baois for modifying the bill w) that the PrevIdent could grant
Ruwda twiflt as long as Its emigration practices conformed with the lslted
umnlerstand iing*.

ON PROBATION

Included among these understandings was Mr. Jackson's mention of 0M,000
exit vism a year as "a benchmark, a minimum standard of Initial compliance,"
which, he noted, seemed to be common ground between him and the President. On
Octoler 21st Mr. Ford's spokesman emphasized that' there were nn numbers In
either the Soviet assurances or Mr. Kissinger's letter; but a Jackson spokesman
responded that this clariflca tld was "all right with us" and that It did not detract
from the agreement. The senator had already Indicated that the trade fll's finil
wordhig would leave Congress free to disontinue the benefits granted to Russia
after 18 months, even It the President asked for a renewal. go the Ru.sians will
be on probation. If the long delayed trade bill Is now paed. they will presum-
ably get the most-favoured-nation tariff tretment that they seek (largely, It
seems, for prestige reasons, because tarffs are not much of a barrier to their
limited exports to America) and some valuable commercial credits: and Mr.
Ford has already agreed that they may buy 2.2m tons of grain (but uot the 82m
tons they bad contracted for). The flow of American benefits to them will dry up
In 1970, however, If their fulfilment of their side of the bargain does-not satisfy
the congressional majority that Mr. Jackson has mustered, and which is likely
to be strengthened by his spectacular qucceps.

Such a bargain could not be struck If the Soviet ,-t ernment hod to admit Its
existence publicly. It was quite logical that Mr. Brezhnev felt It necessary to
make a tough speech, three days before October 18th, denouncing nil Idea of a
deal In which trade and emigration policies would be linked. But the many
Russlans who nowadays listen to foreign broadcasts are undoubtedly already
spreading the news, and If the Soviet public sees that the persecution of Jewish
and other would-be emigrants Is ending and that more of them are getting out no
ofliclal denials will carry conviction. An Inevitable consequence. InAlde Russia.
will be a surge of fresh demands for exit permits, not only from Jews who have
hitherto been deterred from applying but also among other national groups, and
particularly from people who, like many Ukrainians and Germans, want to re-
join relatives abroad. Outside Russia, the consequences will affect the mood of
the Conference on Security and Co-operation in Europe at Geneva. Western nego-
tiators at Geneva have spent many months trying to get Russia to put Into prac-
tice the commitment that all the 85 participating governments assumed, at the
start of the conference, to "facilitate freer movement and contacts" for all Euro-
peans; but the Soviet delegation has given them no encouragement to hope for
success In this direction. Now they have before their eyes an example of success
that ought to put fresh heart Into their efforts
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.- ,ntor ]l.Arr. BLuying ijopho is right.
"fhwn the article really Is buying jwople srwdotu. tho voncluaion

of which Is b-oca lly t hat If the Soviels ngmX1 to permit more of
ti:ei citi:zns to eimigrute. the Unitcd Stats oiuld pay a price in grain
F flE and conimerrial ctIxita

Now, in other worth what they !.:av in substance, their conclusion
is tbat , e are buying j.ple's ftvxitm and thevsa it is right. I
ain in favor of hIm liberty and it is very diflfl- It for mo to accept
tlw concept, that the taxI)averm of the UniteSa '2 ez are rvsponsib o
for buying the ftoi of or 'her pople,

So f am going to aqk )'ou th luv-.ti In light of that conclusion
of mine.

Is tliem any connection with vvertntthng the ctvdits and the Soviet.
policy of emi gUtion i

Scrittaxy EIso.m.'oit.tL Well, by te dx'i-ion of the Con~anrc in the
Jack-.on- aiik tIimen(llvnt, this connection haq xen mad. This was
not the proi)j$-al of the administration, \\ had thought, that. the
trade legislation should be geared primarily to Soviet foreign policy
behavior and thtt we \ouIld deal N ith the emigintion issues though
in fornal contact.

Given the scie of the CongrTw, we then did our best to work out
a ctvmprolniso which encomp ak both the concerns of the Congreto
and, in our judgment, our foreign policy objective& But obviously I
would think that to adoj~t a txlicv as expr*V'-Cd il the Economist
article to the effect that the major thrust of American foreign policy
should be to effect the purchatv of people from various countries
Would be "ery difficult and potentially (angerou.

Senator lrrKr. But it really isin eoct, is that, not what we am
doi)g. Mr Secr tary I

Secretary Kispi.,.ora. By decision of the Cong-ros, with which we
air CO ratingg we have taken tepl in that direction.

On the other hand, of conme, the overall trade balance, as you know,
is in our favor t;o it is not a question exactly of baying people. Therm
isi no doubt that the effect of 1ackson-Vfanlk plus the coifl roln's we
tm~e ben tliFAsu.sing today is to u -American foreign policy to pro-
mote the eoigration of ,oph' froI the Soviet UTnion.

S-eniator ITIm-r. All right.
Now, just i few short questions on something which Wits opened

by Sector Long on the so-called qiuvtion of tax amenditenlts
You strtoa maxinamn conciliation bv the administration to get a

trade bill. I wonder if the administration now would be willing to
accept the amendment which would say that. you would end the
deferral of taxation of foreign eariiing s lon g as they are not
repatriated,

rtertarv KissiN0Ffl. Senator llartk&--
Senator 1HAarimr, That is a pait of the Burke.1lartke bill, in case

you do not know it.
S.ecrttary KTssml oms. O e* quite candid, Senator, if this question

wtr put to the Administnition, I would probably be among the last
of the Cabinet officers whom the President would 'consult; thervforo,
I will rtespectfully suggest fthis is something that might be an amend.
rient to a tax hill or might 1* ineludod in a tax reform measure next
viar and wouilt open too many i;uesq if it were attached to this bill.
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I cannot t ally pf n ji i t oil the merits, I do not know enloligh
about it.

Se.nator l1.,,rmir.. I stUppose then your aiswer to the question of
changing the tax credit to ai taN deluction with a modification of flhit
percentage of taxation, that your answer would be the same: is that,
correct,

Secretary KIs.sI.o;!ilo I ani afraid it would have to be, ye.
Senator Mi.TtrKr. Some trale agrt-nlPnits and Som1e provisios of

the trade bill nierely open iuI) tile po,,ibilities for trade and they offer
free and equitable acces to each othet 's markets, but other trade pro-
visions go a step furt her, they actu allv make it advantageous for I .S.
companihes to iiivest nbiroad instead ot it home'. that is, tax pyovisions
IiI'1 0IietVtl puderi'iice pluO 151l11.

WhIly is it inecessarv to take this extra step in order to satisfy tit-
Icetds for negotiate ing" flexibilbt N ?

Seeetary KSSINnO)R. I under-stand that we have abolished some of
those we opposed. 11mll lhberle had better answer this que. (ion.

Senator 1[.tTximm. I know what his ai wer is.
Mr. Secretary. I am not going to try to put you on the spot.
What. I ll) trying to sty i Su)sta% eII I do not believe that voui really

ean, I say this to you siticerel. negotiate a trade bill unless you take
into consideration those provisions which actually encou rag e linlan-
ciallv American corporations to invest overseas andi retain their profits
without paying their fair share of the taxes, and that is the same ques-
tion tlint S enaor Long asked, and he found it difficult to get on answer
to that, question.

lie has been listening to Mr. Eberle the past. so many months ex-
plain to him why it is necessary to do so, and lie is not convinced that
1 am not convinced, and since you apparently are not iii a position
you feel you want. to answer, I will say good "night.

secretaryy Kissli orm. Thank you.
[\ ereuipon, at 7:20, the committee adjourned, subject to e'dl.]



Written Questions Submitted to the Department of State

QutsTIo.Ns Sunixtirrm ny SE.NATOR WmiLiAM V. ROTh, Jr.

(1) Mr. Secretary, despite the exchange of letters, I continue to hear of cases
of harassmient of minority groups In the Soviet Union-for example, the case
of Milkiall Sitern, a Jewish doctor from Vinnitsa who will go on trial on Decem-
ber 10 (ll1nian Rights DIy) on (abrieated eliarges. It certainly seems to ine
that this is a violation of the spirit of the agreement. Will you see that this case
and similar ones are brought forcefully to the attention of the Soviet government?

(2) In your letter to Senator Jackson, you wrote that "Persons imprisoned
who, prior to inplrlonment, expressed an interest In emigrating, will be given
prompt consideration for emigration upon their release; and sympathetic con-
sideration may be given to the early release of such persons." There are cases
wherq prisoners are not getting medical treatment, do not get visiting )rlvl-
leges. receive no mail, and have been kept In solitary confinement. Some have
disappeared from sight according to my understanding. What can we do to see
that these prisoners receive better attention and do receive sympathetic consid-
eration as far as early release? Have you brought cases of this sort to the atten-
tioi of Soviet officials?

(3) With regard to cases of harassment and denial of emigration rights, It
seems to me that It will be essential to have close contact between your depart-
ment and the private groups, Including Jewish and emilgree groups, which have
sources of information superior in many respects to that of the government. Will
the department use every means to collect all the Information you can about the
treatment of Soviet Jewry and other minorities and ensure thtsn this Informa-
tion Is not simply discarded but brought to the Soviets' attention?

STATc DEPARTMENT RESPONSE TO SEATOR RorH

DECEMBER 4, 1974.
lion. WLIAu V. Rorir, Jr.,
U.S. SMate,
Washington, D.C.

Di.An SENATOR ROTi{: The Secretary has asked me to transmit to you answers
to those questions on the Soviet emigration issue that you submitted on Decem-
her 3 for written response and were not able to raise orally during the Finance
Committee hearing that day.

One question dealt with the case of Dr. Mikhail Shtern and asked If this and
similar cases would be brought to the attention of the Soviet Government. We are
aware of the Shtern case and agree that Dr. Shtern's situation merits sympathy
and concern. We have in the past found ways to bring such matters to the atten-
tion of Soviet authorities in a manner that has often produced results. We will
certainly continue to do so.

Another question concerned assistance for persons imprisoned in the USSR
who, prio- to imprisonment, expressed interest In emigrating. The feelings of
the American people regarding conditions of imprisonment of the "Prisoners of
Conscience" to whom you referred have been made clear to Soviet authorities. In
addition, we have facilitated efforts of private groups to assist these prisoners.
We believe that our quiet efforts, against the backdrop of responsible private
and Congressional concern, provide the best approach to this problem.

A third question dealt with our gathering and discussing with Soviet authorl-
ties information about harassment and denial of emigration rights. We plan to
expand our close contacts with concerned private groups and will use that chan-
nel as well as all others available to us In order to gather relevant information.
We will be in a position to bring to the attention of the Soviet leadership Informa-
tion about the application of the criteria and practices enumerated In the Secre-
tary's letter to Senator Tackson.

(113)
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I hope you call on me If you believe we can be of further assistance on this
matter.

Cordially,
LINWOOD IIOLTONs

Aesitant Secoretary for Congrcssional Relations.

QUESTIONS SunMIrTD BY SENATOR BOB DoLE

(1) Amendments to Title IV of the Traae Reform Act have been approved
by the Senate Finance Committee which would condition the extension of most-
favored-nation treatment in trade relations with the United States upon the
President's determination that such nations have cooperated with the U.S. in
accouning for the Missing-in-Action. Do you feel these amendments will help our
effort to account for MIA's?

(2) Much has been and is being done to account for MIA's, but some families
of MIA's question what appears to be a disproportionate concern about the fate
of Soviet citizens as compared to Americans who served their country. Could
you comment on this, Mr. Secretary ?

STATE DEPARTMENT RESPONSE

DEPARTMENT OF STATE,
Washington, D.C., December 7, 1974.

lon. RUSSLL B. LONG,
Chairman, Committco on Finance,
U.S. Senate.

DEAR M. CHAIRMAN: This letter responds further to questions front several
Members of the Committee during the Secretary's testimony December $ concern-
Ing the Gurney-Chiles amendment (See. 403) to the Trade Reform Act, which
calls on the Soviet Union and other nonmarket economy countries to hell) us
achieve an accounting for Americans who are missing in action in Southeast Asia,
Including the repatriation of any men who may still be alive and the return of
the remains of the dead.

It goes without saying that the Administration shares the concern expressed
by this amendment about North Vietnam's failure to account adequately for our
men lost in Southeast Asia. We have pressed the communist authorities In Indo-
china repeatedly on this subject, and the Secretary has raised it personally with
the Soviet and Chinese leaders. We have stated that there can be no considera-
tion of economic assistance or other forms of accommodation with Hanoi until
there Is satisfactory compliance with the provisions of the Paris Agreement, in-
cluding its missing in action requirement. When the Secretary met at the United
Nations with the Foreign Minister of Laos, who represents the Pathet Lao side
in the coalition government, he made clear the importance we attach to search
efforts for our men missing In that country. The U.S. took the Initiative at the
United Nations to sponsor a resolution on accounting for the missing and dead
in armed conflicts, which was overwhelmingly approved by the General Assembly
on November 0. Our actions will continue with serious determination until we
have obtained the fullest possible information on our men.

Although we agree with the aim of the Ourney-Chiles amendment, we are
concerned that its reporting requirements will hinder, rather than advance,
achievement of that objective. As the Secretary indicated In his response to ques.
tons, It is simply unrealistic to expect progress in this important matter on the
basis of efforts which are publicly disclosed. We assure the Committee we will
continue our efforts to enlist Soviet cooperation on this subject, but to give this
any chance of success, we hope the amendment can be stated as the Sense of the
Congress, and that the reporting requirement can be removed. We of course do
not wish to have the bill delayed by amendments on the floor but would bopa this
section could be adjusted in Conference.

If we can provide further information on this subject, I hope you will let me
know.

Cordially,
LINWOOD HOLTON,

Assistant Seeretary fo Congresstonal Relations.
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