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ADMINISTRATION WITNESSES

Hon. Henry A. Kissinger, Secretary of State, accompanied by :
Ambassador Willlam D. Kberle, Special Representative for Trade
Negotiations; and Linwood Holton, Assistant Secretary of State...
Hon. Earl L. Butz, Secretary of Agricultur€e e e
Hon. Frederick B. Dent, Secretary of Commerce. oo oo vnacacs
Hon. Peter J. Brennan, Secretary of LAbDOre cac oo aaaeee
Hon. George F. Shultz, Secretary of the Treasury, accompanied by :
Hon. Willlam D. Eberle, Special Representative for Trade Negotia-
tHONB wecr e e ccacmccrreacrer e cncmecmcmmarc e em e ———
Hon. Peter M. Flanigan, Executive Director, Council on International
Economic Policies. .o e e ——.
Hon. William D. Eberle, Special Representative for Trade Negotiations,
Executive Office of the President, accompanied by :
Hon. Harold Malmgren, Deputy Special Representative, and John H.
Jackson, General Counsel and Acting Deputy Special Representa-
Ve e eccemcc e ccceccancccsceceacsm e m e e m e e —————

PUBLIOC WITNESSES

Abel, 1. W., president, United Steelworkers of America, AFL~CIO, accom-
anied by :

P Jacob Clayman, secretary-treasurer, Industrial Unjon Department—
AFLACIO cieeencacccrcccscccacmcencccnem e cm o
Academic Committee on Soviet Jewry, Seymour Martin Lipset, member,
executive committoe. e cmacacmceca e ———.
Adams, Dr. Walter, Michigan State University, and Dr. Joel B. Dirlam,
University of Rhode Island. .. e ecrmmccecccmcramncea
Addud, V. J,, president, Electronic Industries Assoclation, accompanied by :

William H. Moore, vice president, Electronic Industries Association,

and dlrector, International Business Councll. .o o caeaoa .

Aerospace Industries Assoclation of America, Inc.,, Karl G. Harr, Jr,
pPresident o cmecccmcccccccmermcccmceem e
AF¥L~CIO, George Meany, president, accompanied by :
Andrew Biemiller, director, department of legislation; and
Nat Goldfinger, director, department of research. ...
Ahlbrandt, Roger 8., chairman, Allegheny Ludlum Industries. ... .......
Afr Transport Association of America, Norman J. Philion, senior vice
president, Government and Public Affairs, accompanied by :

Gabe Phillips, vice president, International Services; and
Charles Butler, 8pecial Advisor on Government and Public Affairs.

Allegheny Ludium Industries, Roger 8. Ahlbrandt, chairman._ .. ._.___

American Association of Port Authorities, Clifford B. O’'Hara, chairman,
committee XI, foreign commerce, director, Port Authority of New York
and New Jersey, chairman, Federal legislation and government trafiic
committee, North Atlantic Ports Assoclation, accompanied by :

Anu Lacis, secretary; and C. Thomas Burke, chairman, U.S. section,
International Association of Greak Lakes Ports, executive director,
Seaway Port Authority of Duluth. . amaea

American Chain Association, Edward M. Rhodes, president, accompanied
by:
Wyatt Dawson, chairman of the board; and Johu Hoch, counsel.....
American Dinnerware Emergency Committee, Richard S. Reese, president,
Scio Pottery Co., accompanied by:
James D, Willlams, Jr., counsel . o cc——aa
American Farm Bureau Federation, Willlam J. Kuhfuss, president,
accompanied by :

Donald E. Hirach, American Farm Bureau Federation. .. ... ...

American Footwear Industries Association, Robert 8. Lockridge, cochair-
man, Footwear Industry Emergency Committee on Trade Policy, ac-
companied by :

Mairk Richardson, president, American Footwear Industries Associa-
tlon i ccrce e cmcamcmc e m— e ———

American Imported Automobile Dealers Association:

Pray, Malcolm 8., member, Volkswagen National Dealer Council, chair-
man, Porsche Aud! National Dealer Councll. e cccvnccccccane

McElwaine, Robert M., executive vice president, American Imported
Automoblle Dealers Assoclation. ... e aeeaea
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PUBLIO WITNBESSES8—Continued

American Importers Assoclation, Simon Katz, president, and executive
vice president, New York Merchandise Co., accompanied by :
Gerald O'Brlen, executive vice president, AIA; and David Plameter,
Danijels & HoullhAn . oo o o e eem
Automobile Importers of America, Ralph T, Millet president, accompanied

Yy :
John B. Rehm, counsel. . cctc—m—————
American Institute for Imported Steel, Inc., Alfred R. McCauley and
Seymour Graubard, counsel, Graubard, Moskovitz, & McCauley, accom-

panied by:
Ernest Wimpfheimer, past president, and director, Amerfcan Institute
for Imported Steel, INCo e ————
Amertcan Institute of Merchant Shipping, James J. Reynolds, president,
accompanied by :

Barbara Burke, legislative assistant. .. o ..
American Paper Institute, Sture G. Olsson, chairman of the board, Chesa-
peake Corp. of Virginia, accompanied by :
Judson Hannigan, president, International Paper Co., chairman,
Containerboard Division, American Paper Institute:
Edwin A. Locke, Jr., president, American Paper Institute; and
Dr. Irene W. Melster, director, international business and special
projects, American Paper Institute.__ .. ______________.___.
American Retall Federation and the National Retail Merchants Associa-
tion, Stanley J. Goodman, chairman of the board and chief executive
officer, May Department Stores Co., accompanied by :
Eugine A, Keeney, president, American Retail Federation; James R.
Willtams, president, National Retail Merchants Assoclation; and
Paul Victor, counsel. . e ————
Anthony, Mark T., vice president and general manager, Steel Division of
Kalger 8teel CorPa e ecccec e me e — e —————————
Atlantic Council of the United States, John M. Loddy, chairman, advisory
trade pANelo e ccecccemmccc e e e e ————————
Barnard, Robert O., counsel, on behalf of Synthetic Organic Chemical
Manufacturers Assoclation. oo
Beck, Dr. Hubert P’ark, chairman, on hehalf of the Russian Dollar Boad-
holders Cominittee of the United States. .o eeeeem
Benson, Lucy Wilson, president, League of Women Voters of the United
States, accompanied by :
Dr. Fruzsina Fedlam, national staff, League of Women Voters; and
Ruth Hinerfeld, international chairman, League of \Women Voters of
the United States. - e cccc e m e
Bergsten, Dr. Fred, Columbia University .. oo oo eeeee
Bethlehem Steel, Stewart S. Cort, chairman, and chairman, American
Iron & Steel Institute. oo oo emcce e
Btackburn. Hon. Ben B., a Representative in Congress from the State of
COTRIA o e mmemmn e —————
Border, Vaughan E, director of marketing, Outboard Marine Corp.,
accompanied by :
Charles O. Verrill, counsel ; and Bart S. Fisher, counsel...caocaaee. ..
Brennan, Richard M., director, international trade and tariff, Union
Carbide Corp., and chairman, International Trade Committee of the
Manufacturing Chemists Association. oo v eeae
Brown, Doreen L., chairman, Consumer Education Council on World Trade,
and Louls Krauthoff, chairman, Advisory Committee, Consumer Educa-
tion Council on World Trade. cceeeacmc e cmccccccccmc e ccca e
Bnliders Hardware Manufacturers Assoclation, J. Edward Rottmann,
president, CIPCO Corp., accompanied by :
Clyde Nissen, executive director, Builders Hardware Manufacturers
Assocfation ; and Dana Ackerly, counsel. oo ceao_
Burke, C. Thomas, chairman, U.8. section, International Assoclation of
grciatth Takes Ports, executive director, Seaway Port Authority of
111 111 4 + J IS remeememmmem——mm————————————
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PUBLIC WITNBESSES—Continued

Burley & Dark Leaft Tobacco Export Association, Frank B. Snodgrass,
vice president and managing director, Tobacco Assoclates, Inc,, and Leat
Tobacco Exporters Association, Inc., accompanied by :

Joseph R. Williams, president, Tobacco Assoclates, InCoe oo

California-Arizona Citrus League, John M. Van Horn, vice president,
Sunkist Growers, Inc. e c————— e ———

Gaslitornla Comtnittee of Semlconductors Manufacturers, Thomas A,

O e eecmc e mcmcmcmm e mmmccmm————————

Carl Marks & Co, Inc.,, Edwin 8. Marks, president, accompanied by:

Daniel Collier, vice president and manager, International Commit-
ments Department;

Douglas Shankman, International Commitinents Department; and

Dr. Hubert Park Beck, chalrman, Russian Dollar Bondholders Com-
mittee of the United States .o cceceeaam

Carlisle, Charles R., on behalf of the Lead-Zinc Producers Committee,
accompanied by :

Joseph Sevich, vice president, St. Joe Minerals Corp.; and
Harvey Applebaum, legal advisor, Covington & Burling. . .._..
Central Foundry Co., Robert B. Mangun, president, accompanied by :
Jerome O. Hendrickson, executive vice president, Cast Iron Sofl
Pipe Institute; Frederick Drum Hunt, forelgn trade consultant,
Cast Iron Soil Pipe Institute; and James Welch, general counsel,
Cast Iron Sofl Plpe Institute. oo em

Chester, Howard P, on behalf of the Stone, Glass, and Clay Coordinating
Commlttee .o e mcmmcm—mccm——a————

Chicago Association of Commerce and Industry, World Trade, James H.
Ingersol, vice president, Borg-Warner Corp. .- oo aacccanan

Collins, George, assistant to the president, International Union of Blectri-
cal, Radio, and Machine Workers, accompanied by :

Melvin Boyle, legislative representative, Iiternational Brotherhood
of Electrical Workers: and

Reginald Newell, associate research director of the International Asso-

~clation of Machinksts. . oo e ————

Co(;?mlttee for a National Trade Policy, Inc, David J. Stelnberg, executive

1 {1 S VSRR

Computer and Business Equipment Manutacturers Assoclation, Vico E.
Henriques, vice president, accompanied by:

Oliver Smoot, director, Industry Programs Industrial Activity......_

Consumer Education Council on World Trade:

Brown, Doreen L., chalrman. ..o e
Krauthoff, Louls, chairman, advisory committee. . ___ oo o

Cooper, Mitchell J., counsel, on behalf of the Rubber Manufacturers
Association, Footwear DIvislon. ... e

Cort, Stewart S., chairman, Bethlehem Steel, and chairman, American
Iron & Steel Institute. oo e cemem

Cross, Ralph, chairman, Government Relatlons Committee, National Ma.-
chine Tool Builders Assoclation, accompanied by :

John Kocly, counsel. o o e m

Council of the Americas, Henry R. Geyelin, executive vice president, ac-
companled by :

Michael Miller, vice president, Council of the Americas; and
-Herbert K. May, economist and consultant, Council of the Americas._.

Dawson, David H., director, Du Pont Co., chemical industry trade adviser.

DeSantis, Arthur A, executlve secretary, on behalf of Italy-America
Chamber of Commerce, Inc., accompanied by :

Gunter von Conrad, counsel. .. e —————
Dirlam, Dr. Joel B., University of Rhode Island, and Dr. Walter Adams,
Michigan State University. . oo oo PR

D(I)brlansky. Dr. Lev E,, chairman, National Captive Nattons Commlittee,
NC e e . = e e B
Du Pont Co., David H. Dawson, director, chemical industry trade adviser..
Electronic Industries Association, V. J. Adduct, president, accompanied by :
Willilam H. Moore, vice president, Electronlc Industries Assoclation,
and director, International Business Councll. oo ——————
Emergency Committee for American Trade, Robert L. McNelll, executive
ﬂce chalmn-- - e - e e w - . . sovenboveconecans
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PUBLIC WITNRESSES-—Continued

Falk, Bernard H., president, National Electrical Manufacturers Associa-
tion, accompanied by :

Theodore Orolus. .. e ccccecrmccacmmmcccmacanaan
Fincher, G. W., senior vice president, General Tire International, member

of East-West Trade Council, accompanied by :

Max N. Berry, member, board of directors, East-West Trade Council..
Fisher, Bart, counsel, International Marine Expositions, Inc. ..o ...
Frank, Charles R., Jr., senior fellow, Brookings Institution. ... .__.
QGardner, Richard N., Brookings Institution. o .
General lElectrlc, International & Canadian Group, Willlam F. Kennedy,

CONNSE]l e ceame— e —memm e e e m———————————
General Tire International, G. W. Fincher, senlor vice president, member
of East-West Trade Councll, accompanied by :

Max N. Berry, member, board of directors, East-West Trade Council..
Geyelin, Henry R., executive vice prestdent, Council of the Americas, ac-

companied by :
Michael Miller, vice president, Council of the Americas; and
Herbert K. May, economist and consultant, Council of the Americas...
Glij‘ll)or;%, Hon, Sam M., a Representative in Congress from the State of
OF AR e mec o mccm e e e —— e ———————————
QGlass, Irving R., on behalf of Tanners' Council of America, INCacccueen..
Goldy, Daniel L., president, International Systems & Controls Corp., on
behalf of the Chamber of Commerce of the United States, International
Committes e rrcc e en e cam— e ——————

Goodman, Stanley J., chairman of the board and chlet executive officer,
May Department Stores Co., on behalf of the American Retail Federation
and the National Retail Merchants Assoclation, accompanied by:

Eugene A. Keeney, president, American Retail Federation;

James R. Williams, president, National Retail Merchants Assoclation;

and
Paul Victor, counsel oo oo e em————— e m e
Graubard, Seymour, and Alfred R. McCauley, Graubard, Moskovitz, &
McCauley, counsel, on behalf of American Institute for Imported Steel,
Inc., accompanied by :
Fmest Wimpthelmer, past president,-and director, American Institute
for Imported Steel, INCo o c——————
Greatsiglains Wheat, Inc., presented by Joseph Halow, executive vice
president . oot c e ———
Halow, Joseph, executive vice prestdent, Great Plains Wheat, InC.e-.....
Hampton, Robert N., vice president, marketing and international trade,
Natlonal Council of Farmer Cooperatives_ .o ceeeecaeeaan
Hansa;nh goger D., senior fellow, Overseas Development Council, accom-
panied by :
Guy F. Brb, senior fellow, Overseas Development Council ; and Charles
R. Frank, Jr., senior fellow, Brookings Institution....cocamccaca.
Harman, Roy D o behalt of the National Board of Fur Farms Organiza-
0N e mmccccesemmecemmsenememteemammmem e e cm— - —————
‘Harr, i(arl G., Jr., president, Aerospace Industries Asgociation of Amer-
1CA, INCaccccmccmmecccccccecccccmacccccc s smsmcace e et ———
Hartke, Hon. Vance, a U.8. Senator from the State of Indiana.....__....
Hathaway, Hon. William D., & U.S. Senator from the State of Maine....
Healy, Patrick B., secretary, National Milk Producers Federation...._...
Heltzer, Harry, chairman, board of directors, and chlef executive officer
Of the 8M COaucucom ecemcecacceccmccmcmccc—scmcmmecoe—omama——na—-
Hemmendinger, Noel, on behalf of Stitt, Hemmendinger & Kennedy......
‘Henrlques, Vico E., vice president, Computer and Business Equlpment
Manufacturers Assoclntlon. accompanied by :
Oliver Smoot, director, Industry Programs Industrial Activity.___..
Hewlett, Willlam R president and chief executive officer, Hewlett-Packard
Co., and Dr, C. Lester Hogan, president and chief executive officer, Falr-

chlld Camera & Instrument Corp., on behalf of Western Electronic -

Manufacturers Assoclatlon, accompanied by :
Robert HerzatelN.. . ..o ecccccccccccccmccmcccecamac—mae—
Higgins, Richard D., vice president, Bell & Howell Co., on behalf of tho
Internatlonal '.l"rade Club of Chicago-.._. sedam—n . —————————————-———
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PUBLIO WITNRSSBES—Continued

Hogan, C. Lester, president and chief executive officer, Fairchild Camera
& Instrument Corp., Willam R. Hewlett, president and chief execu-
tive officer, Hewlett-Packard Co., on behalf of Western Blectronles Manu-
facturers Assoclation, accompanied by :

Robert Herzsteln. e m————

Hughes, Richard, chairman, Import Car Committee, on behalf of the Na-
tional Automobile Dealers Association .. e eee

Ingersoll, James H., vice president, Borg-Warner Corp., on behalf of
Chicago Assoclation of Commerce & Industry, World Trade--ceeeeao-

International Association of Great Lakes Ports, C, Thomas Burke, chair-
man, U.8. section, executive director, Seaway Port Authority of Duluth.

International Development, FMCO Corp., Robert McLellan, vice president
and manager, and chairman, Mid-America Council for International Eco-
NOMIC POHCY e eerrcttcr e ccmcacrm e n e e e e ———————

Inﬁmatlonal Executive Assoc!auon, -Inc,, Robert L. Roper, executive

] 7 1) Oy U S LSS,

International Marine Expositions, Inc.,, Bart Fisher, counsel. ... __._._

International Trade Club of Chicago, Richard D, Higgins, vice president,
Bell & HOWEll COmmrccccmcicccccmcccomccr e e aar—ener e e m————

International Union of Electrical, Radio, and Machine Workers, George
Collins, assistant to the president, accompanied by :

Melvin Boyle, legistative representative, International Brotherhood of
Electrical Workers; and

Reginald Newell, assocliate research director of the International Asso-
clation of Machinists. o e e c————

Italy-America Chamber of Commerce, Inc., Arthur A, DeSantls. executive
secretary, accompanied by :

Gunter von Conrad, counsel. . ..o emeeeme——————————

Joglest.‘ Bill H., executive vice president, National Livestock Feeders Asso-

AL ON e ccrrccrcm e cmrcnreemee e ceecm———————

Kaiser, John E, Jr,, president, Macwhyte Co., on behalf of U.S. Committee
of Wire Rope Industries, Inc., accompanied by :

Gunter von Conrad, counsel. oo emc—————

Kalser Steel Corp., Mark T. Anthony, vice president and general manager,
8teel diviBIoN. v e rremccccmnrcamcecc e ca——————

Katz, Sherman E., Coudert Bros. ..o irccccccaccan

Katz, Simon, executive vice president, New York Merchandlse Co., on
behalf of American Importers Assoclation, accompanied by

Gerald O'Brien, executive vice president, AIA; and Davld Palmeter,
Daniels & Houllhan. e e

Kaye, larvey, Spencer & Kaye and Paul Plaia, Plala & Heath, accom-

panied by
George H. Spencer . o e meemnceeeccee—em—a———.

Kenna, E. Douglas, president, National Association of Manufacturers;
Daniel L. Goldy, chairman, International Committee, Chamber of Com-
merce of the United States; and Ian MacGregor, chairman and chief
oxecutive officer, American Metal Climax, Inc., on behalf of the U.S.
Council of the International Chamber of Commerce. . o caeoaccmaaao_

Kennedy, Willilam F., counsel, on behalf of General Electric, International
& Canadian GroUp - dcecem e e acem -

Krauthoff, Louls, chairman, Advisory Committee, Consumer Education

¢ Council on World Trade, and Doreen L. Brown, chairman, Consumer
Education Council on World Trade...cccacecmicciccmacccccccaaaen

Kubfuss, William J., on behalt of the Amerlcan Farm Bureau Federation,
accompanied by :

Donald B. Hirsch, American Farm Bureau Federation....c..oo..

Larry, R. Heath, vice chairman, U.8. Steel, and chairman, commlttee on

International Trade, American Iron & Steel Institute. .o cee e ‘

Iaead-%:gcwl’roducers Committee, Charles R. Carlisle, chairman, aocom-
pan

Joseph Sevich, vice president. 8t. Joe Minerals Corp. ; and

Harvey Applebaum, legal advisor, Covington & Burling.w.cocueoo oo

Leaf Tobacco Bxporters Assoclation, Inc., Frank B. Snodgrass, vice presl-‘

dent and managing director, Burley & Dark Leaf Tobacco Export Asso-

" clation ; Tobacco Associates, Inc., accompanied by : e
Joeeph R. Willfams, president, Tobacco Assoclates, Inc .............
League of Free Romanians, Barbu Niculescu, secretary general....ca....
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PUBLIC WITNESSES—OContinued

League of Women Voters of the United States, Lucy Wilson Benson, presi-
dent, accompanied by :

Dr. Fruzsina Fedlam, national staff, League of Women Voters; and

Ruth Hinerfeld, intérnational chairman, League of Women Voters

of the United 8tates. ... oo oo oo
Leddy, John M., chairman, Advisory Trade Panel, Atlantic Council of the
United States, accompanied by :

Jacques J. Refnstein. oo e
Lewis, Robert G., national secretary, National Farmers Unfon...._-....
Lipset, Seymour Martin, member, executive committee of the Academic

mmittee on Soviet Jewry; Stanley Lowell, chairman, National Con.

ference of Soviet Jewry; and Sister Margaret Ellen Traxler, chajrman,
National Interreligious Task Force on Soviet Jewry, accompanied by:
Jerry Goodman, executive director, NCSJ . omomen
Lockridge, Robert 8. cochairman, Footwear Industry Emergency Com-
mittee on Trade Policy, in behalf of the American Footwear Industries
Assoclation, accompanied by: -
Mark Richardson, president, American Footwear Industries
Assoclation oo eeemm
Lovell, Malcolm R, Jr., president, Rubber Manufacturers Assoclation,
accompanied by : .
James L. Pate, director of business.research, B. F. Goodrich Co.; and
Dale 8. Wahlstrom, administrator, corporate purchasing department,
UBIroyal, IDCa .. oo e et
Lowell, Stanley, chairman, National Conference of S8oviet Jewry ; Seymour
Martin Lipset, member, executive committee of the Academle Committee
- on Soviet Jewry ; and 8ister Margaret Ellen Traxler, chairman, National
Interreligious Task Force on Soviet Jewry, accompanied by ;

Jerry Goodman, executive director, NCSJ oo o e oo

MacGregor, Ian K., chairman and chief executive officer, American Metal
Climax, Inc., on behalf of the U.S, Councll of the International Chamber
Of COMMErCe. e ccemccmnccmccmeacccemma—c e e e ————

Mangum, Robert B., president, Central Foundry Co., accompanied by :

Jerome O. Hendrickson, executive vice president, Cast Iron Soil Pipe

Institute ; Frederick Drum Hunt, foreign trade consultant, Cast Iron
Soil Pipe Institute; and James Welch, general counsel, Cast Iron
Soil Pipe Institute oo e ccm—eee

Manufacturing Chemist ASSOCIAtION .« o e e

Marks, Edwin 8., president, Carl Marks & Co., Inc., accompanied by :

Daniel Colller, vice president and manager, International Commit-

ments Department;

Dougias Shankman, International Commitments Department ; and

Dr, Hubert Park Beck, chairman, Russian Dollar Bondholders Com-

mittee of the United States. o o e eceeemec e

McCauley, Alfred R. and Seymour Graubard, Graubard, Moskovitz & Mec-

Cauley, counsel, on behalf of American Institute for Imported Steel, Inc.,
accompanied by :

- Ernest Wimpfheimer, past president, and director, American Institute

for Imported 8teel, INCe oo oo e e aann

McElwalne, Robert M., executive vice president, American Imported Auto-
mobile Dealers Assoclation .. e

McLellan, Bobert, vice president and manager of International Develop-
ment, FMC Corp., and chairman, Mid-America Council for International
Beonomie Poljey.oceceae--. mememcemennceaaaan [P cemmmm———m-

MecNelil, Robert L., on behalf of the Emergency Committee for American
Trade, and Robert M, Norris, president, National Foreign Trade Councll,

Inc,, accompanted by :
Melville H, Walker, executive vice president, National Foreign Trade
Councll, TOCa e e cccccec e e e ceae—— -
Meany, George, president, AFL~CIO0, accompanied by :
Andrew Biemiller, director, Department of Leglslation; and Nat
Goldfinger, director, Department- of Research....... e tmmemecmm——
Mestel'h ay, szabol“¢—-w-— --------- - 0 e o e 0 o e e e e 0
Millet, iph T. president, Automobile Importers of America, accom-
panied by : , _
John B. Rehm, counsel .. .. e c——ee

National Assoclation of Manufacturers, E. Douglas Kenna, president....
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National Automobile Dealers Assoclation, Richard Hughes, chairman,
Import Car Committee. o e
" National Board of Fur Farms Organfzation, Roy D. Harman_.. .. emee————

National Captive Nations Committee, Inc., Dr. Lev B. Dobriansky,

chalrman e cemccmcmemmec e ec e aa e -
National Conference of Soviet Jewry, Stanley Lowell, chafrman_._______._
National Constructors Assoclation, E. Keith Thomson, vice chairman,
International Affairs Committee e o
Natlonlal Council for United States-Chira Trade, Christopher H. Phillips,
president oo e mecmmmamecemcemmeneme—m——sana—
National Council of Farmer Cooperatives, Robert N. Hampton, vice presi-
dent, Marketing and International Trade. e
Natlonal Electrical Manufacturers Association, Bernard H. Falk, presi-
dent, accompanied by :
Theodore Crolus. . - ccccdcmccc e e
Nt;tlonal Farmers Union, presented by Robert Q. Lewis, natlonal secre-
ALY e e e e e m e mmm e e —Amm e mmmmme e . ——————————
National Foreign Trade Council, Inc,, Robert M. Morris, president, accom-
panied by:
Melville H. Walker, executive vice president, National Foreign Trade
Councll, INCao e rcecmmc e mm—ncecm———————
Natlonal Interreligious Task Force on Sobviet Jewry, Sister Margaret Ellen
Traxler, chalrman . oo e eeeccceicem————————————
National Livestock Feeders Assoclation, Bill H. Jones, executive vice
president oo mccccme cmmcmeecceme— e mm————
Natlonal Milk Progducers Federation, Patrick B. Healy, secretary. . -—....
National Machine Tool Builders Association, Ralph Cross, chajirman, gov-
ernment relations committee. .o e e cec———n—-
National Retail Merchants Assoclation and the American Retail Federa-

tion, Stanley J. Goodman, chairman of the board and chief executive

officer, May Department Stores Co., accompanied by :
Eugene A. Keeney, president, Amerlcan Retall Federation;
Jameas R. Williams, president, National Retall Merchants Association ;
an
Paul Victor, counsel . .. e eeemc e caa—a
Nationwide Committee of Export-Import Policy, O. R. Strackbein, presi-
dent o e mememem s eme e ——n ., ————
New York Chamber of Commerce and Industry, World Trade Department,
Thomas N. Stainback, president, accompanied by :
Charles B. Lilien, vice chairman, Chambers World Trade Committee,
executive vice president, Wells Fargo International;
James H. Ingersoll, vice president, World Trade, Chlcago Assoclation
of Commerce & Industry, vice president. Borg-Warner Corp.; and
A. Robert Abboud, vice chairman of First Chicago Corp., chairman,
World Trade Policy Committee of the Chicago Association of Com-
merce & INdustry o oo e ddm e —c———a
Niculescu, Barbu, secretary general, I.eague of Free Romanians_..___.____
Norris, Robert M., on behalf of the National Foreign Trade Council, Inc.,
accompanled by:
Melville H. Walker, executive vice president, National Foreign Trade
| Councll, INCemccmocmc cecencccaamcmceccmecmcae e ac e e ————
North Atlantic Ports Association, Clifford B. O’'Hara, chairman, Federal
legislation and government trafic committee, director, Port Authority
- of New York and New Jersey, chairman, Committee XI, Foreign Com-
merce, American Association of Port Authorities, accompan!ed by:
Anu Lacls, seeretary; and C. Thomas Burke, chairman, U.8. section,
International Assoclatlon of Great Lakes Ports, executive director,
Seaway Port Authority of Duluth. .o e cmcccmeaaem
O'Hara, Olifford B., director, Port Authority of New York and New Jersey,
chairman, Commlttee XI, Foreign Commerce, American Assoclation of
Port Authorities, chairman, Federal legislation and government tramc
committee, North Atlantic Ports Association, accompanied by !
Anu Lacis, secretary; and C. Thomas Burke, chairman, U8, section.
International Association of Great Lakes Ports, executive director,
Seaway Port Authority of Duluthe e

Page
1864

1759
2237

1978
1715

1518
1024

840
2242
847

1498

1946
1246

1590
1788

1578



#

5]

X1

PUBLIC WITNESSES—Continued

Olsson, Sture G., chairman of the board, Chesapeake Corp. of Virginia, on
behalf of the American Paper Institute, accompanied by :
Judson Hannigan, president, International Paper Co., chairman, Con.
tainerboard Division, American Paper Institute;
Edwin A. Locke, Jr,, president, Americap Paper Institute; and
Dr. Irene W. Melster, director, international business and special proj-
ects, Awmerlcan Paper Institute oo e

. Outboard Marine Corp.,, Vaughan E. Border, director of marketing, accom.

panied by:
Charles O. Verrill, counsel; and Bart S. Fisher, counsel.veerceeo-.

Overseas Development Council:
Brb, Guy F., 8en10or £ell0Wa e ma e e ceccmcc e nee
~ Hansen, Roger D., 8en10r £ell0Wa e e e eeececccceccmaen
Palmeter, David, on bebalf of Robert M. Woletz, chairman, Legislative
Committee, National Office Machine Dealers Association ..o ..______
Percy, Hon. Charles H., & U.S. Senator from the State of Illinols_____.__
Peyser, Jefferson E., general counsel, Wine Institute, accompanied by :

Arthur H. Silverman, counsel, Wine Institute_- oo

Philion, Norman J., senior vice president, Alr Transport Association of
America, Government and Pablic Affairs, accompanied by :

Gabe Phillips, vice president, International Services; and

Charles Butler, Speclal Advisor on Government and Public Affairs___
Phillips, Christopher H., president, National Council for United States-

China Trade. .. cvceccccccmcceamcmcosecma——a————
Plala, Paul, Plaia & Heath and Harvey Kaye, Spencer & Kaye, accon-
panied by:

George H., SpPeneer .o e e e rmccece——m——————
Porsche Audi National Dealer Council, Malcolm S. Pray, member, Volks-

wagen Natlonal Dealer Council, also on behalf of the Amerfcan Imported
Automobile Dealers Association. .o oo
Port Authority of New York and New Jersey, Clifford B. O'Hara, director:
chairman, Committee XI, Foreign Commerce, American Association of
Port Authorities, chairman, Federal legislation and government traffic
committee, North Atlantic Ports Association, accompanied by:

Anu Lacis, secretary; and C. Thomas Burke, chairman, U.8. section,
International Association of Great Lakes Ports, executive director,
Yeiway Port Authority of Duluth. oo e

Poultry & Egg Institute of America, presented by Harold M, Willlams,
accompanied by :
Willlam J. Austin, chairruan of the bOAYA. e cocc e
Pray, Malcolm S., member, Volkswagen National Dealer Council], and chair-
man, Porsche Audi National Dealer Council, also on behalf of the Amer-
fean Imported Automobile Dealers Associ@tioNa. oo amcaeane

Reese, Richard 8., president, Scio Pottery Co., on behalf of the American
Dinnerware Emergency Committee, accompanied by :

James D. Willlams, Jr., counsel. oo e e e ——
Research Center for Religion and Human Rights in Closed Societies, ac-

companied by :

Rev. Bilahoslav Hruby, executive director- oo ocacamn
Reynolds, James J., president, American Institute of Merchant Shipping,

accompanled by:

Barbara Burke, legislative assistant . .o .. o eeao
Rlllnoggsi) Edward M., president, American Chain Assoclation, accompa-
) 3

Wyatt Dawson, chairman of the board; and

John Hoch, counselo oo oo e —————
Rolper, Robert L., executive director, International Executives Association,
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Rottmann, J. Edward, president, CIPCO Corp., on behalf of Bullders
Hardware Manufacturers Association, accompanied by :
Clyde Nissen, executive director, Bullders Hardware Manufacturers
\Assoclation; and ‘ :
Dana Ackerly, COUNSel. . aa e e ccenccccnececemcen e ————————
Rubber Manufacturers Association:
Cooper, Mitchell J., counsel. .o ceececcmevccccanca
Lovell, Maltolm R, Jlcc e crenrccccmcceccnnmencene et mn—e
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Schacht, Henry, president, U.8. National Fruit Bxport Couneil.. ... 1036
Sheldon, James H,, vice president, Research Center for Religion and
Human Rights in Closed Socleties, accompanied by :
Rev. Blahoslay Hruby, executive director oo oo eccreeea 1793
Skornia, Thomas A., on behalf of the Committee of California Semiconduc-
tors ManufaCturers. o e e cmcemccmcc e —;—————————
Snodgrass, Frank B., vice president and managing director, Burley &
Dark Leat Tobacco Export Assoclation, also on behalf of Tobacco Asso-
clates, Inc,, and Leaf Tobacco Exporters Association, Inc,, accompanied

by:
~ Joseph R. Williams, president, Tobacco Assoclates, INCou e veenaa 2187
Stainback, Thomas N., president, New York Chamber of Commerce & In-
dustry, World Trade Department, accompanied by :
Charles B, Lilien, vice chairman, Chambers World Trade Committee,
executive vice president, Well Fargo International ;
James H. Ingersoll, vice president, World Trade, Chicago Assoclation
of Commerce & Industry, vice president, Borg-Warner Corp.; and
Robert Abboud, vice chairman of First OChicago Corp., chairman,
World Trade Policy Committee of the Chicago Association of Com-

merce & Industry . o ccc e cmce—ca——ea
Steinberg, David J., executive director, Committee for a Natlonal Trade

POlICY, INCaccniccccncrcanccccccmcmecccccmccam e csaceecaanees e
Stitt, Nelson A,, director, United States-Japan Trade Council, accompanied
by :

1590
1259

y
Eugene J. Kaplan, chief economist; and
Allan D. Schlosser, legislative director- oo ieaaae 2100
Stone, Glass, and Clay Coordinating Committee, Howard P. Chester, ex-

eCULIVe BeCIe BTy e ccccccccmmcmmcmcmme e —m—ae—a——
Strackbein, O. R., president, Nationwide Committee un Export-Import

POMCY cmeeeecceccccccccccccmccccccccccccmcncerene e e e —————
Symington, Hon. Stuart, a U.S. Senator from the State of Missourl_..... 1945
1217

1855

Synthetic Organic Chemical Manufacturers Assoclation, Robert C.

Barnard, counsel..eaeceeoa.. o o e e e e e e e e S
Taft, Hon. Robert Jr., a U.S, Senator from the State of Ohfo_ ... ___ 2811
Tanners' Council of America, Inc., Irving R. Glass, president ... .__..._ 1919
3M Co., Harry Heltger, chairman, board of directors, and chief executive

OCer e m e e —m—oe e a e ——— 1564
Thomson, E. Kelth, vice chairman, International Affairs Committee, on

behalf of the National Constructors Assoclation. ..o oo ... 1978
Tobacco Associates, Ine, Frank B. Snodgrass, vice president and manag-

ing director, Burley & Dark Leaf Tobacco Export Assoclation; Leaf

Tobacco Exporters Association, Inc., accompanied by :

Joseph R. Williams, president, Tobacco Assoclates, Incoc e _..__ 2137

Traxler, Sister Margaret Ellen, chairman, Natlional Interreligious I'ask

Force on Soviet Jewry; Serymour Martin Lipset, member, executive

committee, Academic Committee on Soviet Jewry; Stanley Lowell,

chairman, National Conference on Soviet Jewry, accompanied by:

Jerry Goodman, executive director, NCSJ oo eaae 2242

Union Carbide Corp., Richard M. Brennan, director, international trade

and tariff, and chairman, International Trade Committee of the Manu-

facturing Chemists Assoclation. oo e 1274
United Automobile, Aerospace & Agricultural Implement Workers of

Amerlca (UAW), Leonard Woodcock, president, accompanted by :

Herman Rebhan, director, International Affairs Department-....... 857
United States-Japan Trade Council, Nelson A, S8titt, director, accom-
panied by:
Eugene J. Kaplan, chief economist ; and
Allan D. Schlosser, legislative director oo oo e 2100
Unlte(ll egtbeelworker:; of America, AFL~-CIO, 1. W. Abel, president, accom-
pan y:
Jacob Clayman, secretary-treasurer, Industrial Union Department,
AFLAQCIO cacccvcceeccccccccamcccecnencanneena—an——— —————————— 1320

U.8. Chamber of Commerce, Danlel L. Goldy, president, International Sys-

tems and Controls COrp.cauean-- - ——— - 11
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U.S. Committee of Wire Rope Industries, Inc, John E. Kaiser, Jr., pres|-

dent, Macwhyte Co., accompanied by : Page
Gunter von Conrad, counsel. .. ecccaec e 1886
U.8. Council of the International Chamber of Commerce, Ian K. Mac-

Gregor, chairman and chief officer, American Metal Climax, Inc....__ 720
U.8. National Fruit Export Council, presented by Henry Schacht, presi- 1036

deNt e ccccecccmcecccecmcececmmcamemececcmamesmem—e—————
U.8. Steel, R. Heath Larry, vice chairman, and chairman, Committee on

lnteruatlonnl Trade, American Iron & Steel Institute. oo 1054
Vvan Horn, John M., vice president, Sunkist Growers, Inc,, on behalf of

the Californla Arlzona Citrus eLague e e e 2133
Volkswagen National Dealer Council, Malcolmn 8. ’'ray, chairman, ’orsche

Audi National Dealer Council, also on behalf of the American Imported

Automobile Dealers Association oo oo e ceceeeen 2039
Western Electronic Manufacturers Assoclition, Willinm R, Hewlett, presi-

dent and chief executive officer, Hewlett-Packard Co., and Dr. (. Lester

Hogan, president and chlef executive ofticer, Fairchlld (Camera & Instru-

MENE COrP e e e e e e m———— 2262
Whitney, Scott C., Bechhoeffer, Snapp, S8harlitt & Trippe. .. __..... 2013
Willlams, Harold M., president, Poultry & Egg Institute of Anmrlca. ac-

companied by :

Willlam J. Austin, chairman of the board- .. .. 1041
Wine Institute, Jefferson E. Peyvser, general counsel, accompanied by :

Arthur H. Silverman, counsel, Wine Institute___ . o __.____ 2327
Woletz, Robert M. chairman, Legislative Committee, National Office

Machine Dealers Assoclation, presented by David Palmeter__ . ______ 1515
Woodcock, Leonard, president, United Automobile, Aerospace & Agricul-

tural Implement Workers of America (UAW), accompanied by :

Herman Rebhan, director, international affairs department..... ... 857
COMMUNICATIONS
American Footwear Industrles Association, Mark E. Richardson, presi-

AONE o e e e e e e m e e e mmem e e e emmem— e ——— 1002
American Institute of American Shipping, James J. Reynolds, president.. 1559
American Institnte of Marine Underwriters, Robert W, Hahn, chairman._. 1561
American Institute of Merchant Shipping, Jamex J. Reynolds, president-. 1539
Beldler, Jack, leglslative director, International Unlon, United Automobile,

Aerospace & Agricultural Implement Workers of America (UAW)_____ 873
Blackburn, Hon. Ben B., a Representative in Cougress from the State of

GeOrBIA o e e e 1497
Border, Vaughan B, director of marketing, Outboard Marine Corp_._..... 1327
Brennan, Hon. Peter J., Secretary of labor_ e ___ 1483
Carl Marks & Co., Inc., Edwin S. Marks, president . _ . ___.___. 1833
Chester, Howard P., cxecutlvo secretary, Stone, Glass, and Clay -Coordi-

nating Committee - oo enm e m————————— TUIRST
Davis, Hilton, general manager, legislative action, Chamber of Commerce

of the United States. . o oo e v cccccccccc e n———a 737
Electronic Industries Association, William H. Moore, \ice president _ . ___ 1870
Hahn, Robert W., chairman, American Institute of Marlne Underwriters.. 1561
Hartke, Hon. \'nnce, a U.S. Sepnator from the State of Indiana.._ ... 1433, 1482
Marks, Edwin 8., president, Carl Marks & Co., InCo oo eoaes 1833
Moore, William H., vice president, Electronic Industries Association_____ 1670
National Retail Merchants Association, James R. Williams, president._... 1972
Outboard Marine Corp.,, Vaughan E. Border, director of marketing....... 1327
Reynolds, James J., president, American Institute of Merchant Shipping.. 1559
thcihnrdson, Mark E., president, American Footwear Industries Associa-

O e eeemem e e e e mccccm—mc e e——————— 1805
Stone, Glass, and Clay Coordinating Committee, Howard P. Chester, .

executlve secretary. o e——————————a 1857
United Automoblle, Aerospace & Agricultural Implement Workers of

America (UAW), International Union, Jack Beidler, legislative director.  &73
U.8. Chamber of Commerce, Hilton Davis, general manager, legislative

BCH ON e e 737

1972

Willlams, James R., president, National Retatl Merchants Association._.
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TRADE REFORM ACT OF 1973

THURSDAY, APRIL 4, 1074

U.S. SENATE,
CoMMITTEE ON FINANCE,
) Washington, D.C.

The committee met, pursuant to recess, at 10:10 a.m. in room 2221,
Dirksen Senate Office Building, Hon. Willian V. Roth, Jr. presiding.

Present : Senators Packwood and Roth, Jr.,

Senator Rota. The hearings will come to order.

We do have a long list of witnesses who will be confined to a 10-
minute summary of their written statements. The 5-minute rule will
remain in effect as it has throughout the hearings for the questioning
of witnesses. \

Our first witness will be Dr. Lev E. Dobriansky, chairman of the
National Captive Nations Committee, Inc.

Dr. Dobriansky, we welcome you to these hearings and you may
begin with a summary of your statement.

STATEMERT OF DR. LEV E. DOBRIANSKY, CHAIRMAN, NATIONAL
CAPTIVE NATIONS COMMITTEE, INC,

Dr. DoBriansky. Thank you. My statement is a short one, but, as
you suggest, I will summarize it.

Immediately, at the outset, let me state that our committee—and of
course this expresses my own views as well—is in complete opposition
to the extension at this time of the most favored nation status and
credits, both public and private, to the Soviet Union. We have right
along advocated a realistic poltrade policy. We also urge at this time
no short-sighted compromises with regard to the necessary concatena-
tion of human rights and political obligations with the trade me-
dium. And I shall endeavor here to justify a realistically extended
linkage in this case, especially in the area of the so-called treaty
obligations of the U.S.S.R. in connection with the Universal Decla-
ration of Human Rights, the Genocide Convention and so on.

My first point here, & major point, is that the history of trade
itself, related to totalitarian powers like Imperial Japan, Nazi Ger-
many, and Fascist Italy, certainly shows that such trade did not
contribute to the fnterest of world peace. The totalitarian power, the
Soviet Union, far exceeds any of the three mentioned.

(1759)



1760

Actually, if we don't exercise proper caution, we will probably find
ourselves ai)et.tin% this whole development of the militarist U.S.S.R.
whose bid for global supremacy remains undiminished.

A second point is that in terms of the economic behavior and the
development of the Soviet Union—and one can certainly go into
many other aspects of that, but I would simply summarize—trade
has always been or has always served a utility for the entrenchment
of the regime, the suppression of internal pressures, and assisted
implementation of its ultimate political goals. =

Now in connection with these two point9, Mr. Chairman, I request
by way of documentation a short chapter of my own work on the
“Russian Trade Trap” which I wouI({) like very much to have ap-
pended as part of my remarks here.!

Senator Rorx. We will be happy to do so.

Dr. DoBriaxsky. Thank you, sir.

My third point—and let me emphasize this, too—is that I think it
has been established in the area of scholarship by Anthony Sutton
and numerous others that well over 90 percent of the technology, the
so-called Soviet technology. has had its primary source in the West
and certainly in the United States.

Now for another point, I had occasion to testify before Mr. Mills’
committee previously, but I have noticed over the past year that we
have had an infusion of what I call maxi-illusions concerning the
Soviet Union, I think this should be amply emphasized in view of
the fact that if you have the conception, as some in our Government
do have, that the Soviet Union is a nation, that the people there
constitute one people called supposedly the Soviet people and that
therefore. with this nation-state concept there is no ground for inter-
ference with what they call the internal affairs of this so-called
nation, I would think that is g basic illusion. On the other hand, if
you have an alternative and an accurate and realistic conception,
that this is not a nation-state, that more properly it is an empire-
state of many different nations, all of which pretty much having
come under Moscow’s conquest at one time or another, then there is
every ground for interference. On this particular point, Mr. Chair-
man, I would like as an elaboration of it also to have as part of my
testimony the New York Times’ exposure of this in the Shabad
article on the latest Solzhenitsyn letter to the Kremlin2 The point
here, Mr, Chairman, is that the major theses of Solzhenitsyn are
actually the same theses that my committee and numerous others that
specialize in and analyze the U.S.S.R. have made right along. This is
an empire made of many nations and it exposes, if you will, some of
the myths tl‘at were cven presented before this committee by several
of our officials not too long ago.

Another. point, if T may make it, concerns an impportant issue
brought up many years ago, before Mr. Fulbright's Foreign Rela-
tions Committee. Actually it was in February of 1965 that there was
talk of the poltrade policy. In essence the concept calls for trade in

1 Boo p. 1772,
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return for political-social concessions. Senator Dirksen himself, a
year or two later, advanced it, as did numerous others.

The point in my testimony is this, Mr. Chairman. Namely, that we
talk in terms of linkages, both political and economic, but as I see it,
it has been misdirected. In other words, the poltrade concept has
been applied more on our side of the line, namely, in the free world,
in Vietnam and now in the Middle East and Lord knows where next,
rather than in the area where it was first advanced for application,
namely, the Soviet Union itself.

On this score, if I may as Yart of m{ testimony, too, show the
origin of poltrade and the em};: oyment of the poltrade policy in our
society, I would like very much to have this letter from the American
Federation for Soviet Jews be inserted as part of my remarks. Its
meaning is that they adopted this poltrade concept, and applied it, if
you will, in the right area with regard to the implementation of
Soviet Jewish emigration.

Senator Roru. So ordered.?

Dr. Dosriansky. The problem has been over this year to show that
this is just a relatively minor aspect. I am glad to say that legislators
on the other side, such as' Congressman \ganik and others, saw the
need for the expansion of this area of application of the poltrade
concept not only to Jews but to numerous others, which leads me to
the final point and a very concrete one. Aside from the other aspects
that I bring up in the course of this testimony in connection with the
matter of beefing up the Soviet economy and indirectly actuall
supporting the priorities that they have maintained right along,
would like to conclude my summary of this particular testimony by
gtv)]l;ntm out what I consider the proportionate poltrade coricessions.

at 1 am saying is that the free and unlimited emigration of
Soviet'Jews is hardly enough for the billions of credits and invest-
ments proposed in this development of U.S.S.R.-U.S. trade, In this
connection let me state that as a signatory of the Universal Declara-
tion of Human Rights, the Genocide Convention and other treaties,
Moscow should be caused to observe its obligations under these trea-
ties through the poltrade process. At this point and under these
treaties, Moscow itself is discriminatory and thus justifies discrimina-
tory treatment in the form of a denied MFN status and checked
-credits. The poltrade: concessions we should seek for its qualifying
for the status and credits are initially the following:

(a) Open and free emigration not only for Soviet Jews but all the
different nationals in the U.S.S.R., as Khrushchev himself suggested
in “Khrushchev Remembers.” -

(b) The reunion of families and the elimination of extortionate
ISJogx%thut.y taxes on relief packages sent by Americans to the

(¢) In the spirit of religious freedom, the resurrection of the major
gkll-la:ian Orthodox-and Catholic churches, which were genocided by

talin. o o '

8 8ee p. 1770.
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On this particular point, a measure directed at Ukraine, which is
the largest non-Russian republic or nation not only in the Soviet
Union, but in Eastern Europe, I think it would be a very critical
and constructive gesture on our part.

(d) As advanced by many prominent American scholars, the be-
ginning of direct diplomatic relations with the national republics
since Eossﬁ)le investments would be in their areas, two of the repub-
lics—Ukraine and Byelorussia—are in the U.N., and the U.S.S.R.
constitution provides for this.

1 (e) Surcease of psychiatric and labor camp incarceration of dissi-
ents,

_ I think this is, at least in the initial stage, a worthwhile propor-
tionate package deal for what has been contemplated in the way of
offering credits and investments to the U.S.S.R. It is no bargain
simply to restrict it to the relatively minor—and though I say
relatively minor yet it is essentially important—matter of free emi-
gration of Soviet Jews. Proportionately, that is no bargain.

So, in conclusion, let me just state this without-elaborating on the
so-called detente policy that has been expressed here. It is not because
of detente that Jews have been permitted to emigrate; rather, Jewish
agitation in the free world and Moscow’s technological hunger ac-
count for it. It is also not because of detente that Solzhenitsyn is in
Switzerland, but, again, because of this hunger and the Russian’s
towering stature,

Thank you, sir.

Senator Rorn. Well, thank you.

I have one question. As I understand your testimony, you are in
favor of linkage but when you speak of linkage, you are talking
Erimarily about human rights, rather than security. Other witnesses

ave suggested that we should not make trade concessions unless we
8}:8 :;ble to get security concessions. Do you have any comment on
that

Dr. Dosriansky. Well, I don’t know what the nature of those
security concessions would be. .

Senator Ror. Well for example that we condition MFN on some
kind of agreement in the SALT talks, - .

Dr. Dopriansky. Well, yes, I would Po along with that in a way.
That would be a further expression of this poltrade ?Ollc . Yet 1
think one still has to bear in mind the origin of this poltrade policy,
which was advocated before the Administration came in power, and
the need for concentrating this on the Soviet Union itself.

In addition, I think if we can get any exchanges they would be of
temporary worth, let us say, in the area of SAL 0.

Senator Rorx. Senator Packwood

Senator Packwoop. I have no questions, Mr. Chairman. -

Senator Rotr. I would just make one comment. I do ?ipﬁreclate
your being here and I might say that I know that we had heard a
number of times from vou in the past and I have been happy to
include remarks on Ukrainians and others. ~

Dr. DosriaNsKkY. That is correct.

Senator Rorr. Thank you. g -

Dr. Dosriansky. Thank you, sir.
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[The prepared statement of Dr. Dobriansky and material referred
to previously follow. Hearing continues on p. 1786.]

PREPARED STATEMENT oF DR. LEv E. DopBIANSKY, PROFESSOR OF ECONOMICS,
GEORGETOWN UNIVERSITY, PRESIDENT, UKRAINIAN CoONGRESS COMMITTEE OF
AMERICA, CHAIRBMAN, NATIONAL CAPTIVE NATIONS COMMITTEE

SB8UMMARY

1. Denial of MFN status and credits to the USSR at this time.

2. Trade does not foster peace, but the very reverse. Trade with similar
totalitarian powers, such as Imperial Japan, Nazi Germany, and Fascist Italy
furthered their designs and led to World War 11,

8. Indiscriminate trade with the USSR would beef up its total, totalitarian
power, bolstering its economy technologically, helping to overcome its deep,
economic difficulties, and facilitating its expansive military growth.

4. Need for a conceptual breakthrough on the official front as to the nature
of the USSR and the scotching of perpetual myths about Soviet nation, Soviet
people, non-interference in an Empire-state, and economic interdependence.

5. Need for a redirection of the poltrade concept from deals with Moscow to
arrive at compromised situations on the World side of the globe for those
involving nations, peoples, situations, and factors in the USSR,

6. Establishment of proportionate poltrade concessions, involving free emigra-
tion for all the different nationals in the USSR, reunion of families, elimina-
tion of extortionate Soviet duty taxes, the resurrection of Ukrainian Orthodox
and Catholic Churches, direct diplomatic relations with the national republics,
and surcease of psychiatric and prison incarceration of dissidents.

STATEMENT

Mr. Chairman and Members, I gratefully appreciate this opportunity to
advance fundamental views and facts basing our complete opposition to the
extension at this time of the most-favored-nation status and credits, both public
and private, to the Soviet Union. As longtime advocates of a realistic poltrade
policy toward the SBoviet Union and other totalitarian communist states, we
urge also that ho short-sighted compromises be made with regard to the
necessary concatenation of human rights and political obligations with the
trade medium. In fact, considering the incalculable values of this medium, I
shall endeavor here to justify a realistically extended linkage so that we
wouldn’t be fleeced as, in miniature, we were on the celebrated wheat deal.

Within the allotted -time and having dealt with this issue several times in
Congress,! I should like to essentialize and itemize specifically the salient
points supporting our positton and also, in particular, to address this testimony
to someé of the myths that have already been officlally expressed before this
committee. As my testimony before the Mills Committee last year stressed,
while we're considering more Hberalized trade with the Soviet Union almost
two decades after the first push in the post-World War II period, substantially
nothing really has changed in the broad politico-economic context except our
increasing comparative disadvantage in this context and, apart from the
superficialities of PR diplomacy, no concrete evidence provided by Government
or private sources has been offered to disprove this emperical generalization.
Here, let me emphasize, too, that trade with the USSR or any communist-
dominated state cannot be evaluated In a vacuum of political and social
considerations. The typical American business man may have his P&L blinders
on, but this crucial issue has full life-and-death meaning in the total politico-
ecofomic context of global strife today. -

(1) Tyrade and peace _

First, as concerns tiresome tradewpeace utterances regarding totalitarian
powers, the lessons of history alone explode such rhetoric. The climate of peace

" fosters trade, not the other way around. Just as in the cases of persons, if a

18es_Trode Agresmonts Netension, Hearings, H.R. 1, Part 2, 1985, pp. 2333-2356;
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nation cannot profit from the lessons of fts past experiences, it foolishly
exposes itself to disaster, particularly one that is an open soclety, highly
resourceful, and still respected worldwide for its standards of freedom and
human rights. One incontestable lesson is that our trade with totalitarian
powers, such as Imperial Japan, Nazi Germany, and Fascist Italy, did not
serve the interests of world peace but rather contributed by the real ald given
to the furtherance of their aggressive designs which led to World War II, If
acute caution is not exercised today, this lesson can well apply to the
militaristic USSR whose bid for global supremacy remains undiminished. Mr.
Chairman, for documentation on this point, I respectfully request that the
short chapter on “The Russian Trade Trap” in my recent book be printed as
part of my testimony.?

(2) Beefing up totalitarian Communist power

A second historical lesson applies notably today to the USSR, l.e., the prime
politico-economic utility of trade for the entrenchment of the regime, the
suppression of internal pressures, and assisted implementation of its ultimate
political goals. This applies to Brezhnev's policy as it did to Khrushchev's and
Stalin's, with trade as a sleve to technologically bolster the USSR economy,
overcome its planned deficiencies, and indirectly facilitate its top priorities of
expansive military strength, a deepened dependence of the other COMECON
economles, and the progressive flexing of political muscle in targeted areas of
the Free World.? Over 90% of Soviet technology is ascribable to Western
sources; as Stalin, Khrushchev and others have attested, we helped to lay the
foundations of this totalitarian, imperialist economy ; now Moscow seeks Amer-
ican technology in particular to beef up its composite totalitarian power while
it pursues a course of tyrannical consolidation within its empire and one of
global influence without,

(8) Illusions of Soviet nation, noninterference and interdependence

Of late, certain illusions have crept into this discussion of U.S.-USSR trade,
such that cause ome to serlously question the proponents’ framework of
understanding the USSR. Trade or any other matter cannot be accurately
assessed within a defective, conceptual framework. Some of these illusions on
the part of our leaders contributed heavily to the very formation of the USSR,
to its economic growth, and to its dominance in Eastern Europe and Asia
following World War, and the price we have been paying for all this is
incalculable. The illusions of a Soviet “nation”, a Soviet “people”, and a Soviet
“domestic structure” play havoc with existential facts and cannot but produce
misleading policy proposals.' Given the different natlons in the USSR, the
various national republics, and the essentially international environment in the
USSR, the prevalence of such illusions at this late stage really demands an
official conceptual breakthrough regarding the very imperial nature of the
USSR. The structure is far from belng “domestic”, and the concession made in
the Moscow Declaration of '72, equating the USSR and U.8.A, was both
contrary to objective reality and needless in fact. To underscore these polnts,
Mr. Chairman, I request that the recent New York Times exposure of the
latest Solshenitsyn letter to the Kremlin be printed as part of my testimony.®

Logically, a nation-state concept and existence support non-interference in its
truly domestic affairs; an empire-state concept, which is accurately conforma.
ble to the USSR, does not. With a long tradition in imperialist practice,
Moscow has always insisted on non-interference in its imperial domain, and as
a conceptual obverse to the Brezhnev Doctrine, it 18 applied also to the
gatellites in Central Europe. If Moscow's domain were extended to the Atlantle,
the same cry of non-interference would be encountered. Moreover, the current
{lluston about a growing economic interdependence with the USSR indicate a
miscomprehension of both the nature of the USSR economy and this empire
texture of the state as a whole. The dominant economic trends in the USSR,
with unremitting emphasis on heavy goods production and the military, the

2The Russian Trade Trap,” och. 9, U.B8.A. end The Soviet Myth, The Devin-Adalr Co,,
191}{ pg 208-239. .
s et‘c} ush, “8gpviet Economic Growth: Past, Present and Projected,” Radio Liperty

Dis , Febzn 11, 1974.
SB.g, * President Nixon’ Pntg nference,” The Wash Poat, Fed.
g{?:‘e’:ﬂe ’ ,.n,;."-f?:,“%’.‘.;.}.t' ':o:' %a"comtf 26 fo'u"p"i‘ i 0.8, '"':'b &?’
ve ' o . P 1.
"l"iuodr bad, ** lshenluy% Asks Kremlin To Abandon Communism . . ."”, TAe¢

ore Sha
New York Times, March 8, 1974, pp. 1, 26.
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repressive consolidating process engineered by Moscow among the numerous
non-Russian nations in this imperial complex, and the unrelenting push for
some forms of “integration’ of the satellite economies with that of the USSR
point to a relative self-sufficlency that leaves little room for any meaningful
interdependence with the West, To obtaln gralns when needed, to acquire the
best of technology free of R&D costs, and for some perlod have all this paid
with loans guaranteed by taxpayers of adversary states is a neat formula for
the operation of the trade sleve, especially when strategicity, as reflected in
the Kama River truck works, becomes increasingly blurred.

(4) 4 needed redirection of the poltrade concept

Perfectly consistent with this necessary overall view is the poltrade concept
which I advocated several years ago_in hearings before the Senate Foreign
Relations Committee® and which Senator Dirksen later advanced.' Brlefly, the
concept calls for trade in return for politico-soclal concessions. It must be
emphasized that this linkage concept always pointed to peoples, situations and
factors in the communist-dominated states. As this copy of a letter released by
the American Federation for Soviet Jews shows—and which I request to have
appended as part of this testimony-—the concept was first applied to the Sovlet
Jews and their emigration.® On this point of emigration, my testimony last
year in the House stressed the need to expand this to all the different
nationals in this imperium in imperio.

But there is now the greater need to redirect the poltrade concept from the
course it apparently has taken in the conduct of our foreign policy. Instead of
the concept being applied to the peoples, situations and factors in the USSR, it
appears to be increasingly employed to cover our weaknesses outside the
Communist orbit; in short, our economic promises and pay-offs to Moscow and
Peking for their twisting the arms of clients and proxies in Vietnam, 8yria and
elsewhere for temporary compromises and partial surcease of ideological as-
saults. This was never the intended objective of the concept, and the best way
to correct its present misuse is to redirect it to its original objective. The
em]pir%-state of USSR—Its many nations and peoples—is the chief object of
poltrade.

When one reduces all this to basic perspectives and analysis, the question of
how much Moscow, our chief enemy, will gain in technological and economiec
returns to strengthen both its empire reins and bid for global supremacy
becomes a very fundamental one. The present course of exchanging economie
benefits for momentary rellef, comprimises and abeyances in Free World areas
iz a definitely self-defeating one. The additional question i8 how tall a price
will we be caused to pay as Moscow bolsters {ts sagging economy at little cost
to its continued military build-up, now the largest in the world, and all sorts of
intrigues, entanglements, and systemic warfare in the Free World? This real
politico-economic price can be measured by having its economy shored up,
indirectly facilitating its current consolldation process within, inadvertently
discouraging opposition forces of freedom within its empire, and providing for
much greater access for its operatives and agents in our environment than we
could possibly have in its totalitarianized arena,

(8) Proportionate poltrade concessions

The external policy of any natlon-state or of an Bmpire-state is reflective of
its internal policles, institutions, and traditions. Changes in the latter will
show ‘in the former. The institutional nexus between the USSR's external and
internal policies 18 almost iron-clad. For the real economic ald Moscow hungers,
especially our advanced technology, we as & nation, and in terms of our
traditions of freedom and humanism, should strive to exact proportionate
poltrade concessions in the internal policies of what I8 essentially a state of
many different nations. In the current phase, the free and unlimited emigration
o{ So:(l!et Jews i8 hardly enough for the billlons of credits and investments

anned. .
P AR a signatory of the Universal Declaration of Human Rights, the Genocide
Convention and other treaties, Moscow should be caused to observe its obliga-
tions under these treaties through the poltrade process. At this point and under
these treaties, Moscow itself 18 discriminatory and thus justifies discriminatory

¢ Past-West Trade, Hearings. Part 11, 1965, pp. 94-104
R ety M Diteen. “Neoded: A Realistic Bast-West Trade Polley,” The

Readers’ Dinert, Inne. 186 . 120-148. ) . .
:' Letter to' r. f K. Jamieggn. Standard Ofl Company of New Jersey, June 14, 1073, p. 2.
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treatment in the form of a denled MFN status and checked credits. The
poltrade concessions we should seek for its qualifying for the status and
credits are:

(a) open and free emigration not only for Soviet Jews but all the different
nationals in the USSR, as Khrushchev himself suggested ¢;

{b) the reunion of families and the elimination of extortionate Soviet duty
taxes on relief packages sent by Americans to the USSR;

(¢) in the spirit of religious freedom, the resurrection of the major Ukranian
Orthodox and Catholic Churches, which were genocided by Stalin;

(d) as.advanced by many prominent American scholars, the beginning of
direct diplomatic relations with the national republics since possible invest-
ments would be in their areas, two of the republies (Ukraine and Byelorussia)
are in the U.N,, and the USSR Constitution provides for this; and

(e) surcease of psychiatric and labor camp incarceration of dissidents.

In conclusion, among many other things, detente may be *“a process of
managing relations with a potentially hostile country in order to preserve
peace”, but the process has also to be founded on an appreciative understand-
ing of that Empire-state, its tyrannical institutions, and moves toward global
supremacy. Fall-back arguments on nuclear war, in themselves reflective of
rational desperation, cannot obscure the instrumentalism of trade in the
broader politico-economic framework that fnvolves fundamental issues of na-
tional security, human rights, and the freedom of nations. It fs also not
because of detente that Solzhenitsyn Is in Switzerland, but again because of
this hunger and the Russian’'s towering stature,

[From the New York Times, March 3, 1074]

SOLZHENITSYN ASKS KREMLIN T0 ARANDON COMMUNISM AND SPLIT UP SOVIET
UNION

(By Theodore Shabad)

Aleksandr I. Solzhenitsyn, the Russian dissident writer, addressed a long
letter to the Soviet leaders last fall, asking them to abandon Communism as an
alien, unworkable political philosophy, dismantle the Soviet Union and focus on
developing Russia proper as a separate state,

The author’s 15,000-word proposal of national priorities also urges a halt in
the headlong rush into an urbanized, industrial society and a return to the
traditional Russian rural way of llfe. fncluding more settlement of the vast
empty reaches of northern Russia and Siberia.

LETTER DATED BEPT. 3

Mr, Solzhenitsyn regards such a radical change in course over the next 10 to
30 years as the only way of instilling & new ldealism in cynical youths and of
averting what he views as two impending disasters: war with China and the
collapse of Russian civilization, together with that of the West, in a polluted -
environment.

The sweeping proposals, reflecting the writer's devotion to Russian national-
istic values and his distaste for the big noisy citles and other attributes of the
modern age, are dated last Sept. 5.

After several months had passed without a reply “or even the hint of one”
from the authorities, the author states in a foreward, he decided to make his
statement public. A copy of his Ietter to the Sovlet leadership has bheen
obtained by The New York Times.

OHANGES WERE MADE

But Mr. Solzhenitsyn, after his expulsion from the Soviet Union on Feb. 18,
decided to make a number of changes in the original letter for publication ln
the West. The nature of the revisions could not be Immediately ascertained.
The modified text is belng published in English today by The Sunday Times of
London, It is also belng printed ln Russian by YMCA-Press, a Paris publishing

house.

® Khrushehev Remembers, 1970, pp. 522-625,
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There was no explanation of why the author, who {8 now in Zurich,
Switzerland, found it necessary to change the wording of a message that was
already in the hands of the Soviet Government. This article is based onr the
original version, as translated by The New York Times.

Mr. Solzhenitsyn's ambitious proposals for remaking Russia as a nation after
more than half a century of Communist rule recalled another statement of
gtmilar sweep, issued in 1988 by Andrei D, Sakharov, the physicist and
dissident leader, in the book “Progress, Coexistence and Intellectual Freedom.”

But while Mr. Sakharov saw the salvation of the world from nuclear war,
pollution, overpopulation and starvation in a “convergence” between the Soviet
Union and the Weat, particularly the United States, Mr. Solzhenitsyn would
have Russia turn away from the West and look inward for a solution of her
problems,

The novelist says that ‘“some of the practical proposals in this letter may
g?luse surprise” and that “they are being put forward with little hope—but not

th none.” :

He sees reason for hope, for example, in the “Khruschev miracle” of 1055-56
when after the death of Stalin, millions of innocent prisoners—Mr. Solzhenit-
syn has put the figure as high as 12 million—were released from the vast
network of labor camps described in “The Gulag Archipelago, 1918-1956," the

author's latest book. .
CITES DE-STALINIZATION

Alluding to Nikita 8. Khruschev's de-Stalinization program as giving rise to
“the ragged beginhnings of 8 humane code of law,” Mr. Solzhenitsyn writes:

“This culmination of Khrushchev's activity goes far beyond the political
steps he was obliged to take. In its essence, it wae hostile to Communist
ideology and incompatible with it (which 18 why it was so hurriedly rejected
and systematically abandoned). His reforms were undoubtedly governed by
genuine emotion, by penitence and open-heartedness.

“If mercy can once gleam where it seemed ruled out forever, it may yet be
repeated. To rule out such a possibility would mean totally shutting the door
on any hope for a peaceful evolution of our country.”

Mr. Solzhenitsyn addresses the leaders of the Soviet Unlon as Russians,
“which almost all of you are by birth,” afirming his sense of Russian
nationalism in the face of the many other ethnic groups that inhabit the Soviet

Union.
THE UNPARALLELED SUFFERINGS

“I wish all peoples well,” he declares, “and the nearer they are and the more
they depend on us, the more so. But what I am chiefly concerned with is the
fate of precisely the Russlan people, not only because, as the proverb has it,
home 18 where the heart is, but even more deeply because of the unparalleled
sufferings Russians have undergone.” .

The 53-year-old writer declares that he feit entitled to advance his 1deas “to
the extent that my name has assumed a certain weight in our country and
abroad.” He says that the letter might never have been written if one or more
of the Soviet leaders “out of pure curiosity” had taken a few hours for a
private chat to find out what made the author so opposed to the Communist
regime and its policles,

Describing Marxism as a “dark un-Russian whirlwind that descended on us
from the West,” Mr. Solzhenitsyn says that the Marxist economic and political
syste mhas become a millstone around the Soviet leaders’ necks.

“It has given you collectivization,” he declares, in an allusion to the Soviet
Union's farm problems, “the nationalization of small workshops and services
(which has made life intolerable for the ordinary citizen, though it has had no
fmpact on you) ; the necessity, for the sake of the grand international design,
of pushing military development so far as to undermine the country's domestic
existence, with the result that no time has been found in 55 years to develop
Siberia ; it has held up industrial development and technological renewal.”

STALIN'S APPEAL IN WAR

Mr. Solzhenitsyn says his suggestion that the leaders of the SBoviet Union
abandon thelir ideology had a precedent in World War II, when Stalin appealed
to the national patriotism and even religious feelings of Russians in the

struggle against Hitler,
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“Although the war appeared to be against an ideology diametrically opposed
to Soviet ideology,” Mr. Solzhenitsyn writes, “Stalin lost faith at the outset in
its putrescent and corrupt assistance. Wisely he cast it aside, forgot it almost,
and unfurled instead the anclent standard of Russia, even at times the
Orthodox oriflamme. Aad he won!”

A major theme In the writer's “Russia First” program is the need for the
settlement and development of what he calls the “Northeast,” the vast forested
and sparsely inhabited reaches of northern Russia and Siberia.

This reglon, situated to the northeast of the Russian heartland, has a
territory of four million square miles and a population of only four million
people in scattered coastal towns and inland mining settflements and along
major river valleys.

HAVE DONE VERY LITTLE

Although the author concedes that there has been some development there
under Soviet rule—the population of the “Northeast” was half a million at the
time of the 1917 Revolution--he contends that “by the standards of the age, we
have done very little.,”

He volces dismay that the Soviet leadership is now eager to enlist Western
capital In the development of Siberian resources.

“What an irony!"” Mr. Solzhenitsyn writes. “For half a century, since 1920,
we have proudly (and properly) refused to let forelgners exploit our natural
n;eaith. and this could have been put down to our own great national ambi-
tions.

“But we delayed more and more, lost more and more time, and now that the
depletion of world energy reserves has become evident, we, the great industrial
superpower, are behaving like the most backward country by inviting foreign.
ers to dig our earth and offering them in exchange our priceless treasure-—-
Siberian natural gas.”

FOOUS OF DEVELOPMENT

Describing Siberia as the focus of future Russian development, despite the
reglon’s harsh climate and hostile environment. Mr. Solzhenitsyn says:

“We have only one solution, and the sooner the more effective it will be—to
shift the center of the Government'’s attention and the center of national effort

~(and with it, the center of settlement and the focus of search for the young)
from distant continents and even from Europe, and even from the south of our
country into its Northeast.”

In a footnote added for the published version of his program, Mr. Solzhenit-
s8yn makes it clear that his proposal would mean abandonment of Soviet Influence
over other countries and even the ultimate dissolution of the Soviet Union as an
amalgam of national regions. 4

“Of course,” he writes, “such a shift must mean sooner or later llfting our
trusteeship from Eastern Europe, the Baltic republics, Transcaucasia, Central
Asla and possibly even from parts of the present Ukraine. Nor can there be
any question of our forclbly keeping any peripheral nation within the borders
of our country."”

FUTURE RUBSSIAN STATE

Although Mr, Solzhenitsyn does not amplify on his plan for the dissotution of
the Soviet Union, he apparently envisages a future Russian national state as
consisting of the present Russian Republic and some adjacent territory with a
predominantly Russian population.

In addition to abandoning Soviet sway over the countries of Eastern Burope,
the Kremlin would also be expected by the author to drop its control over the
Soviet Union's 14 non-Russian republics.

They are Estonia, Latvia and Lithuanla in the Baltic; Armenia, Azerbaijan
and Georgla in Transcaucasia; Kazakhstan, Kirghisla, Tadzhikistan, Turk-
menia and Uzbekistan in Central Asia; the Ukraine, and two smaller republics
not mentioned by Mr. Solzhenitsyn-—Byelorusela and Moldavia,

The Soviet leadership over the years has had to contend with persistent
nationalist sentiments among the major non-Russian republics within the
Soviet Unlon, and some ethuic emigre groups in the West have been calling for
u'timate independence of the areas from Russia.
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HALF OF S8OVIET POPULATION

The Russian Republie, which stretches from Smolensk in the west to the
Pacific in the east, accounts for about three-fourths of the Soviet Union’s area
and a little more than half its population. .

The abandonment of a Communist ideology, retrenchment of Russians within
their boundaries and development of the empty spaces of the “Northeast” are
also presented by Mr. Solzhenitsyn as steps that may help avert a war with a
numerically superior China. .

Describing such a conflict as primarily based on ideology, Mr. Solzhenitsyn
contends that it may be fought over whether “the gospel truth is on Page
of Lenin’s works or on Page 335 as our opponent contends."”

By renouncing Marxist ideology and leaving it to the Chinese, in the author's
view, the Soviet leadership will eliminate one possible cause of such a war.

TO AVERT OHINESE PRESSURE

Russian settlement of Siberia would avert the “dynamic pressure of a billion

Chinese against our thus far undeveloped Siberian lands, not just the strip that
is %»elng disputed under the old treaties, but all of Siberia,” Mr. Solzhenitsyn
writes.
. He is alluding to border talks that began after armed clashes between Soviet
and Chinese troops in the late nineteen-sixties. Peking has charged that the
Czars acquired Chinese territory under unequal treaties in the 19th century
and has called for Sovlet renunclation of the treaties and minor territorial
adjustments.

The author predicts that a war with China would be conventional, not
nuclear, would be “the longest and bloodiest in the history of mankind” and
would cost the Russians at least 60 milllon lives.,

Such a war, in Mr. Solzhenitsyn's view, would follow in general the scenario
of Andrel A. Amalrik’s “Will the Soviet Union Survive Untll 1984?" which
predicted Russia’s defeat in g conflict with China.

QUESTIONS INDUSTRIAL PROGRESS

Mr. Solzhenitsyn adds that Mr. Amalrik, who was exiled to Siberla after

publication of his book abroad, should instead have been made an expert
adviser to the Kremlin,
- In questioning .the Soviet and Western premise of continual industrial
progress, Mr. Solzhenitsyn refers the Kremlin leaders to Western studies that
warn of global disaster unless economic growth 18 curbed. He quotes particu.
larly from “The Limits of Growth,” a 1972 report by a group at the Massachu.
setts Institute of Technology, which urged dellberate constraints on growth.

Mr. Solzhenitsyn emerges from his letter as & man who considers modern
cities to be “cancerous tumors,” who would outlaw the Internal-combustion
engine in favor of electricity and go back to the horse and buggy, if necessary.

Reverting to his cherished “Northeast” project in this context, he tells the
Soviet leaders:

“The construction of more than half a country afresh in a new place would
enable us to avoid a repetition eof the terrible mistakes of the 20th century,
mistakes involving industry, highways, cities.

PURE AIR AND WATER

“If we wish to transcend the limited economic goals of today and present our
children with a-land of pure air and water, we must start now by curtailing
the poisonous internal-combustion engine in favor of the electric motor, even
the horse in some places.

“The urban life of our day, to which more than half our population {8 now
condemned, i8 completely unnatural, as all of you agree, since every evening
you flee the city to your country places.

“And all of you are old enough to remember the old cities, before the advent
of the automoblle—cities intended for people, horses and dogs, and street cars,
too: human cities, welcoming and comfortable, the air ever pure. Citles that
were snow-covered in winter, while in spring the sweet scent of gardens watted



141

1770

over the fences into the streets. Almost every house had its garden, and only a
few exceeded two stories,the perfect height for a human dwelling.”

It Marxism goes, what political system does Mr. Solzhenits.n envisage for
Russia~ Certainly not Western democracy, which he says is “experiencing a
great decline, perhaps its last decline.”

DEMOCRACY CRITICIZED

Contending that democracy is devold of ethical foundation, Mr. Solzhenitsyn
describes it as 1ittle more than a framework in which “parties and social
classes engage in a conflict of interests, just Intereats, nothing higher.”

For his Russian national state, the novelist looks to a vaguely defined
authoritarian but benevolent system based on the love of man.

“Russia is authoritarian,” he declares. “Let it remain 80, and let us no longer
try to change that. But the authoritarian system must be based on genuine
concern and love on the part of the rulers, not only for themselves and those
around them, but also for all their people and all neighboring peoples, too.”

Lest the Soviet leaders felt that he was seeking to oust them from power,
Mr. Solzhenitsyn says that they may stay on as officlals of a post-Marxist
government if they renounce the all-pervasive Communist party system that
"ﬂ“{ mlles and parallels the governmental administration in the Soviet Union at
all levels.

Elsewhere, however, the novelist suggests that he would even allow the
continued existence of a strong political party provided it tolerated greater
intellectual freedom.

“What have you to fear?’ he writes. “Is it really such a frightening
prospect? Are you really so unsure of yourselves? All your invinclble power
would remain intact, & single, strong closed party, an army, police, industry,
transportation, communications, mineral resources, a monopoly over foreign
(tlrad?, t'he artificlal parity of the ruble—but let the people breathe, think,

evelop!

“Allow freedom in the arts, in literature, the freedom to publish, not political
books—God Forbid!—not appeals or election leaflets, but philosophical, ethical,
economic and sociological works.

“All this will yield a rich harvest, it will bear fruit—for Russia, and for you,
too, and you will be serving the interests of Russia.

“Such a free growth of thought will soon save you the trouble of belatedly
translating every new idea from Western languages, a8 has happened through-
out this half-century, as you well know.”

AMERICAN FEDERATION yOR Sovier JEWS, INO,,
New York, N.Y., June 14, 1972.
Mr. J. K. JAMIEBON,
Standard 04! Oo. of New Jersey,
Rockefecller Plaza,
New York, N.Y.

DeAr Ma. JAMIESON: We are an organisation of academics, professionals and
business executives dedicated to aiding the Jews of the U.8.8.R. in the
fulfillment of their desire for repatriation to Israel. Your corporation is one of
the 61 firms in the U.8. capable of making a material contribution to the
realization of this humanitarian goal. Thus, the occasion for this letter.

High on the list of priorities discussed by President Nixon during his, recent
visit to Moscow was the question of expanded trade between the U.8. and the
Soviet Union. Let me gay at the outset that we are not opposed to such a
development. On the contrary, we believe it can contribute materially to a -
lessening of global tensions and the improvement of the economic and soclal lot
of both the American and Soviet peoples.

Trade negotiations, however, particularly between super-powers, cannot be
pursued in a moral vacuum. I believe it was Dr. Lev E. Dobrlansky of
Georgetown University who delivered the most succinct statement of the
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problem in testimony before a Congressicnal committee examining bi-latearl
trade in February 19063. He labeled U.8.-Soviet trade an “economic weapon for
freedom” and noted further: “we should have no hesitation or fear to utitize
trade as a weapon for freedom. This policy of proportioning trade bids to
political concesslon blds represents a middle way between complete embargo
and slipshod liberaligation. Any relaxation of present licensing and credit
restrictions on trade with Communist countries should require reciprocal
political concessions by the Soviet Union.”

Mr. Jamleson, six million American Jews seek no political concessions from
- the U.8.8.R.—only a humanitarian one: that it permit the free and unfettered
repatriation to Israel of those among the Soviet Union’s 8.5 milllon Jews who
wish to leave. This is a basic human right in accordance with the Soviet
Union’s own oft-stated views, the Universal Declaration of Human Rights, (to
which the U.S.S.R. is a signatory), and the decent thinking of all civilized men,

In the past 18 months, the Soviet government has shown hesitant signs of
relaxing its rigid antl-repatriation stance in respect to Soviet Jews, Umder
pressure of increasiugly unfavorable world publicity and the iron determina-.
tion of young Russian Jews to risk arrest and even death for the “right to live
as Jews in a Jewlsh State"”, the U.S.S.R. permitted 13,5600 Jews to repatriate to
Israel in 1971, It may permit an equal number to leave in 1972, But tbis is too
little and too slow. Encouraged by Premier Kosygin’s own assurances that
“there are no restrictions on emigration”, that “the doors are open for all who
wish to reunite with their families”, more than 80,000 Jewish famliies have
applied to the Soviet Ministry of the Interior for exit visas, Tens of thousands
more are ready to follow, They bave no ideological quarrel with the U.S.8,R.
They simply want to go home, to Israel, and in their time. Six mitlion
Amertcan Jews are determined to help them—no matter what measures this
may require,

One of these measures, indeed the key lever in prying open the gates to
Israel for 80,000 Soviet Jewish families is trade, and this is where you and
your company can play an unprecedented role. You, along with 60 of your
corporate colleagues, are in the unique position of dealing directly with the
U.8.8.R. on a quid pro quo basis. You have something the Soviets desperately
need: U.S. goods, U.S. services and U.S. technological know-how. We ask quite
simply that as part of the “quo” to this “quid” you put the question of Jewish
repatriation on the bargaining table with the Soviets. You have as your most
telling argument the fact that U.S.-Soviet trade can only function In an
atmosphere of acoulescence on the part off the American people and that six
milllon American Jews will not permit such an atmosphere to prevall so long
as their brethren are forcibly detained in the U.8.8.R.

We believe such an argument will have a demonstrable effect on the Soviet
leadership. The question of Soviet Jewry can only be of peripheral importance
to a superpower with a population of 250,000,000. We believe the U.S.8.R.
values trade with the U.S. far above a handful of Jews.

As for your company, its reputation among our people can only be enhanced
by this humanitarian gesture. Many of our members and friends are stockhold-
prs who have a vested interest in seeing to it that this reputation grows in
public esteem, free of any controversy that would demean the value of their
investment, particularly one that might involve six million American Jews,

The moral imperative here is incontrovertible, The Statd of Israel is a
homeland for every Jew who desires to live there. It i8 the court of last resort
for those who are denied the right to live as Jews in the land of their birth,
The re-awakening of Soviet Jewry to a cultural identity denied them for 28
vears and thelir intense yearning to fulfill their destiny within the confines of a
Jewish State cannot be considered a crime. There is no reason why the Soviet
Government should not let them go.

We are confident that this humanitarian appeal will find a receptive ear
among the officers and directors of your company. We look forward to hearing
from you at your earliest conventence.

Sincerel
. MorRrIiS BRAFMAN,

President.

80-220—74—pt. 5—38



1772

[From the book, *U.8.A, and the Soviet Myth,” by Lev E. Dobriansky )
THe RusstaN TRADE TRaP

“The grizzly bear is huge and wild: He has devoured the infant child. The
infant child is not aware it has been eaten by the bear.”

(By A. E. Housman)

In a way, we, the U.S,, are like the infant child. On the scale of psycho-
political warfare, ‘‘peaceful co-engagement,” “competitive coexistence’ or what-
ever you wish to call it, in comparison with the Russian totalitarians we are
grossly Inferior in the critical areas of diplomatic maneuver, propuganda,
ideological vision, totalistic thinking, long-run planning, esplonage, political
initiative, and sheer national will. Weare like the infant child, being devoured
plece by piece in world leadership and not being aware of it. When you view it
in quiet perspective, our record for the past fifty yvears is scarcely a laudable
one: military victory in two World Wars and yet a lost peace after each; a
clear-cut opportunity in both wars to end the menace of traditional Russian
imperiallsm and in each a lost one; complete military supremacy after World
War I, only to be politically squandered in relatively few years; a disease-like
erosion of national will begun in Korea and perpetuated in Cuba and Vietnam;
and a persistently unrealistic policy toward the USSR, based on fear, igno-
rance, and degrees of romanticism. As mentioned before, our strength has
always resided in military power backed up by our economy, but this is only
one formidable factor in the type of struggle we're engaged in, and at that a
hamstrung one fn environments such as Vietnam, Korea, Cuba, the Middle East
and elsewhere.

The late Senator Everett M. Dirksen, the eloquent and venerable statesman
from Illinols, has highlighted in a nationwide magazine the above discrepancy
between Red political warfare in the area of trade and our typical commercial
attitude seeking gain and “normalization” with regimes whose trademark is
continual abnormalizing for the enemy, which means U8 “It’s time.,” he
wrote, “we demanded political concessions from the communist-bloc nations in
return for our economic favors to them.” Ascribing this position to me, the
Senator was in effect adopting a suggested poltrade policy, which In essence is
a/ politicalization of an economic instrument. The Russians and their Red
oftspring make great use of it: why shouldn't we, at long last, In other words,
in this aren it iz time for us to grow up it we're not to he devoured eventually.

The subject of East-West trade is an involved and in parts a technically
intricate one. It embraces a whole gamut of topical aspects, ranging from
resource allocation in the USSR to West European and Japanese exploitation
of the East European market.? The major and most important ones will bhe
mentioned here and evaluated in terms of our working interpretation of the
USSR and the Red Empire. In the compass of this chapter the reader should
be able to dlscern the real essentials underlying this issue. Even the Russian
rape of Czecho-Slovakia hasn’t deterred many in this country from pressuring
for more trade with the Red regimes of Eastern Europe.

Although cold war evidence of Russian and Red syndicate aggression against
the Free World accumulates daily, the pressure for the swift buck in East-
West trade remains unremitting.’ Moscow’s material support of totalitarian
Hanol, its triggering of the Israeli-Arab war, and indirectly, through Cuba and
the Communist Party in the U.S., its political warfare exploitation of the
American civil rights movement, leadlng to organized insurrection in our cities,
make little impression on those who would beef up the Red economles to
commit even greater and more disastrous cold war aggressions. To repeat, the
Cold War I8 not at an end: on the contrary, it ir more intense and complex
than ever before, and tmde is a vital part of it. If ther knew what {8 being
shipped to the Red Empire as “non-strategic materials” under our Govern-

lga‘"vaeeded A Realistic East-West Trade Polley,” The Reader’s Digest, June, 1969, pp.
2 For a useful ln\-ento ol all the nrnuments on the suhiect. see Samuel F. (ilabaugh and
Bdwlr. J. Feulner. J Eg With the Communists, Washington, D.C
sB.g. “Polley Paper on st-West Trade,” New York Regional Erport Ezpanasion
Council, New York, 1089
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m%t;’t;? irrational policy, the American people would be both horrified and
re ous.

Developments since World War II in the area of Free World trade relations
with the expanded totalitarian Red Empire can be intelligibly reduced to a few
essential and determining points. These are: (1) a repetition of errors commit-
ted In the prewar trade with the totalitarian Axis powers; (2) an almost total
indifference to our past economic contributions to he Imperium in imperio,
namely the Soviet Unlon; (8) a grave limitation In general understanding of
Red economic strategy in the Cold War; (4) a consequent lack of appreciation
concerning the discernible outlines and inroads of Red trade aggression; and
(5) the absence of a rationally appropriate and effective Free World trade
policy to cope with the fmplicit dangers and threats of Red economic strategy
and aggression. A thorough examination of all outstanding literature on the
Kubject discloses the presence of one of any combination of these basie,
ultimate points.

A NEW GENERATION OF ERRORS

In our thinking on East-West trade "the one conspicuous oversight is the
lessons taught by our experiences with totalitarian economies prior to World
War II. Except for a few references here and there, it would appear from
current discussion that no such experiential background existed. What in
essence is transpiring is a new generation of errors, characterized by a basle
repetitlon of self-legitimized mistakes which, with new actors and a different
setting on an old stage of imperialist totalitarianism versus freedom, yleld
substantially the same lines and sounds,

“Trade for peace,” “trade to change the attitudes of the people,” trade to
reduce the power of domination and influence by the totalitarian-state over
another, trade to re-orient a totalitarian economy from heavy capital goods
production to more consumer goods activity and also toward multilateral world
trade as against economic autarchy with bilateral trade sleves, trade because
other democracies are profitably indulging in this with the totalitarian states,
and an Inabllity to define precisely the nature of a “strategic item'—these
dominant rationalizations and aspects marked the period of the '30s as they do
now. They were employed to justify Free World trade with the totalitarian
Axis powers of Nazi Germany, Imperial Japan, and Fascist Italy as they are
now in relation to the totalitarian economies in the extensive Red Empire.¢
Supposedly, there were “good and bad Fascists” then as there are now ‘good
and bad Communists.”

Back in 1965, when I researched a good deal of this, I found to my
amaezment that there hadn't been a single book published on this subject of
trade with the totalitarian economies of the '80s. Many contain & chapter or
two with regard to one or the other, but none covering all three in an
integrated study. Worse still, for my purposes, the Department of Commerce
had to declassify certain reports and data on our trade with Japan—some 24
and more years later! The footnoted article contains some of this Information.

In the welter of discussion on East-West trade the striking similarities
hetween the '308 and now deserve incessant re-emphasis. As will be shown
betow, the present Cold War context with all its subtleties, evasiveness, and
calcu'ated maneuvers makes the present situation an even far more perilous
one, The awareness shown, for example, by the AFL-CIO Executive Council
should bhe generalized. Referring to business deals with Communist govern-
ments, the Council has clearly stated, “It is not true that in such deals ‘the
only thing that matters is profit and competitive advantage.’ This practice of
doing ‘business as usual’ with the Nasl and Fascist dictators proved disastrous
before W-.id War II. ‘Business as usual’ with Communist dictators will
certainly pe no less disastrous.”t

Some of the ideas suggested here have received only minor emphasis in
current discussion. For example, a nationally known columnist has observed,
“But {if, as in the 1830s, the private greed supersedes the interests of the people
————————

piece on "“Historical Lessons in U.8.-Totalitarian Trade,” The Intercollisgiate

- ¢See m
{es0 gll delphia, Pa., November-December 1966,
R?"Stﬁt‘;méte gn st-\Vest Trade,” AFL-0IO Eseoutive Council, Bal Harbour, Fia.,

March 1, 1065.
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as a whole, the world may again see a global conflict. For it was the failure of
the embargo on oil against Musoolini in 1035 and the flagrant indifierence of
the nations of Europe to the plea of President Roosevelt in 1937 for a
‘quarantine’ or economic embargo against Hitler that brought on the very
conditions which made World War 1I inevitable.”® Quoting a Chicago Tribune
editorial, he ohserves further, “Although grain is not usually classified as
‘strateglc material’ in the sense of arms and ummunltlon. it certainly becomes
strategic when our enemies are hungry and can't feed themselves.”

That our experience hefore World War II must be recalled over and over
again with a necessary dimension of thought conveying the new context of
protracted cold warfare I8 further underscored by much limited thinking in
liberalizing trade with Eastern Europe. For example, a commission established
by President Johnson to report on the subject well demonstrates this with its
unrealistic and narrow conception of what constitutes “strategic trade” in the
contemporary context. It states in its report to the President, “we rule out
from these considerations any kind of strategic trade that could significantly
enhance Soviet military capabilities and weaken our own position of compara-
tive military strength.” ' Although this represents an improvement over the
difficulties of thought encountered in the thirties, when far more than just
scrap iron was shipped to the Axis powers, to think that strategic trade is
related solely to military capabllity sufficiently indlcates a conceptual insular-
ity concerning the psycho-political content of the Cold War. Red propaganda
employed in programs of subverting governments in the Free World, notabty in
Asia, Africa, and Latin America, doesn’t place stress on the military powers of
the USSR or even Red China but rather, and almost entirely, on the rapid
economic advances of “the soclalist countries.”

It is noteworthy, too, that the commission virtually disregards the Interre-
lated complexity of modern industry and agriculture, which is even more s0
now than in the thirties. The shipment of ofl facliities, chemical plant struc-
tures, transport means, plastic and synthetic processes, high-grade fertilizers,
various types of machineries for even consumer goods production, and valuable
intangibles of managerial organization and talent cannot but have either direct
or indirect benevcial influence for Red military capabilities. In terms of
waging a psycho-political cold war, l.e, paramilitary capability, such measure
. of aid is absolutely unquestionable. But this perhaps more important factor
escapes the understanding of not only the President's commission but also of
most analysts of the subject.

Moreover, on the bases of developments over the past thirty years and an
examination of all current output on East-West trade and the new Cold War
dimenslon, it Is no exaggeration to conclude and argue that up to this point we
have developed an outlook of military preparedness toward the Red challenge
which we did not have toward the Axis threat. But, as of now, we still are
fully exposed to cold war Pearl Harbors because of our fundamental unpre-
paredness in cold warfare, which embraces economic weapons as well as all
others. These cold war Pearl Harbors may occur in the Dominican Republtc,
Brazil, Sudan, Thalland, anywhere in the Middle East and numerous other
arear in the Free World. Ironically, the leading economic powers of the Free
World would in some indirect way be contributing to these outbreaks by
beefing up the Red totalitarian economies through indlscriminate liberalized
trade, In this broader framework of understanding, wheat shipped to the USSR
so that it could meet its cold war commitments to Egypt, Cuba, andseveral
other states 18 itvelf clearly a strategie item.

When one recounts how much the Red Empire expanded after World War II
with inferfor resources, one dreads to think about the long-term prospects of
the empire’'s Cold War operations, equipped with superlor resources supplied in
part by the Free World. Strangely enough, most analysts ignore the cumulative
long-run record and concentrate exclusively on separate-annual statisties of
either absolute or percentage amounts. Yet, in the case of grain, for example, it
requires little imaginative thought to contemplate what the possible conse-
quences might have been had the Red Empire been deprived of 40 mijlion

"¢ David Lawrence, * dc With West Bolsters Beds ' ioated QOolumn, October 1968,
¥ Report to the P , Special Committee on U de Relations With East Euro-
pean Countries and the ovlot Unlon. The White nouu. April 20, 10686, p. 1.
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metric tons which it obtained from the Free World in the short period of
1960-64. There is no end in sight on this yet. In the sphere of complicated
Industrial equipment, the same perspective should apply on both the military
and cold war scales. Over the years of the '80s, the Axls powers acquired
gizable amounts of economic ald for their war plans. R

Now, for a moment, let's consider briefly the substantlal economic contribu.
tions made by U.S. in the past to the Soviet Russian empire wherein our chlef
enemny resides today.

Aunastas Mikoyan, the past nominal head of the USSR, once said, “A modern
Communtist is one who has the zeal of a Bolshevik and the practicality of a
capitalist.” It the record of U.S. economic contributions to the development and
power of the Soviet Russian empire is any guide, Mikoyan's *“modern Commun-
fst” began operating In the early '20s. There seems to be almost a cyclical
pattern in our economic assistance to the growth and protection of Moscow's
empire, a swell as to the permanent captivity of numerous non-Russian nations
In the USSR. In the 10208, then the '80s, then in the 408, our efforts worked to
the Lenefit of the regime. Now again in the '60s and '70s, many would have this
repeated for diverse, intentional and unintentional reasons.

In 1021, when the new Soviet Russian empire was being formed amidst
famine and chaos, the American Relief Administration pursued its good,
humanitarian intentlons of feeding, clothing, and sheltering the people, but
being an unconditional project, its expenditures of over $40 million also
assisted the entrenchment of the imperio-colonialist Soviet Russian regime.®
This was the first case of good intentions pursued In a vold of political
exactions that led to wrong ends. Woodrow Wilson's principle of national self-
determination inspired nation after nation in the Tsarist Russlan empire to
establish Its independence; then American economic assistance from 1819 on
lm{lirectly helped the Soviet Russian regime to destroy these independent
nations,

The second case was the trade and all the contacts, peace, understanding,
good will, and profits we pushed at the end of the '208 and in the '80s, By
1928-20, American {ndustrial and electrical equipment, steel, dies, tools, oil
refinery facilities and a host of other essential items poured into the USSR,
along with basic American know-how and supervisory skill® U.8. exports
Jjumped from $62 million in 1926 to $136 million in 1830, then receded slightly
in 1681, slumped heavily in 1832-34, and moved steadily upward to about $87
million by 1940.1° Strong business pressure was exerted jn 1832 and '83 to have
the U.S. recognize the USSR, arguing that this step would lead to a substantial
increase in exports, As we all know, this recognition was given in 10388, and in
1035 we entered into a bllateral commercial agreement with the USSR, the
latter promising to import from us at least $30 million of goods annually.!?

In his testimony on East-West trade, Secretary of State Rusk admitted all
this. He observed: “Even before we recognized the USSR diplomatically, the
Soviet trading company, Amtorg, operated widely in the United States, and
American engineers and private corporations helped to build industrial plants
and installations in the Soviet Union,” 1?2 What the Secretary falled to point
out {s that this basic economic assistance was extended at a time when the first
Five Year Plan was launched, when Moscow had embarked on an imperio-
colonialist program of crushing the forces of non-Russian nationalism within
its empire, when & man-made famine of staggering proportions was already in
the making. In this whole period the percentage of U.S. exports going to the
USSR was never more than 4.8 per cent but of what enormous incremental
value It was to Moscow and its empire.

The third case of substantial American contributions to the Soviet Russian
empire doesn't require any elaboration, Under lend-lease, U.8. exports to the

s See Sister Marie Jerome Wilkerson, TAe Uuu%% Btates Coniriduiion to ths Soviet
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USSR shot up to $1.3 billion in 1942, or about 17.6 per cent of our total
exports. Our assistance totaled some $11 billion for our survival, to be sure, but
also without political foresight and acumen. While we were expending parts of
this toward the close of the war and even beyond, Moscow was already
launching its Cold War against the West. When we finally became aware of
thig, lend-lease was terminated in 1947, and in 1949 the Export Control Act was
passed. U.S. exports to Eastern Europe dropped from $120 milllon in 1948 to
$2.68 million in 1951, Since the early '60s, U.S. {rade with the USSR in what are
euphenmistically called non-strategic items grew at a slow rate, but in 1964
trade between the Free World and the Empire amounted to over $8 blllion,
with the United States participating to the tune of only $300 milllon and our
West European allies to that of about $5 billion.

With regard to the unquestioned strengthening of the USSR, no one has
raised the crucial point of such trade and aid contributing to the imperio-
colonialist hold of Moscow over the dozen captive non-Russian nations In the
Soviet Unfon. The United States, advocate of the freedom and independence of
all nations, can scarcely maintain its historic principles by blindly trading with
the USSR, Soviet Russia’s primary empire, in effect reinforcing its imperio-
colonialist reins over approximately 125 million non-Russians. Qur sad record
of the past may be explained away on grounds of ignorance and shortsighted-
ness; today, there is little excuse for ignoring the effects of expanded trade
with the USSR on the captive nations in the USSR. This even applies to the
U.S. Chamber of Commerce resolution which calls ‘’not only for freer trade
with the Communists on non-strategic items, but also for tightening Free
World export controls on products or material contribution to the ‘build-up of
Communist war-making potential,’ ™ Some, however, “want to repeat the
massive transfer to them of Western technology which took place in the
thirties and early fortles.” "

BEEFING UP THE RED EMPIRE

The past twenty years of developments surrounding the issue of trade with
the Red Empire lend themselves to an intelligible patternization of dominant
trends and phases, in terms of both volume and controls. Bearing In mind the
experiences of the '30s, it {3 remarkable how easily the natural instinct to
exchange, veritably the economic side of the instinct for peace, can be exploited
to advance the strategic objectives of the Red economics. It is also startling to
observe how few pay any heed to our substantial economic contributions in the
past to the build-up of the USSR imperium in imperio.13

Some who do recognize this past record rationalize it away on the basis that
selective trade now would not contrlbuta nearly ags much hecause it would
constitute a small percentage of Red gross product, estimated over $500 billion,
and that in time the Red economies will develop their own respective economle
capabilities. But, then, the basic question still remains, "Why are they so
anxious to indulge in trade with the industrial Free World?’ What in this
rationalization I8 overlooked, too, {8 the fact that the global goals, commit-
mentg, and cold war operations of the USSR in particular and the entire Red
Empire in general are more positive, expressive, and costly today than they
were decades ago. In effect, the industrial Free World is being called in to
expedite these for the far-flung empire.

Control policy over the period logleally bears an inverse relationship to
volume of trade: a hard policy with many extensive controls means less trade,
a soft policy with fewer qualitative and quantitative controls conduces to more
trade. Three distinet phases punctuate the post-World War JI period. Immedi-
ately after the war. in 1045-47, Western trade with the USSR and the
“gatellites” was on the increase, this exclusive of residual lend-lease deliveries
and UNRRA operarions. By 1848 controls were instituted by the U.8. and its
Wester;: allies to curb the shipment of goods important to the empire's military
strength,

A ‘:i'l'(;}\)n%b;{ Backs Red Trade Expansion.” The Washington Poat, Washington, D.C.,
R “Trads With Soviet Rnasin.” Congressional Record. Mav 4. 1984, n. A2221.
¥ Ree ‘‘Five Perspectives on East-West Trade.” Eatt-West Trade, Part 11, Hearlogs,
Committee on Forelgn Relations, U.8. Senate, 1963, pp. 94-104.
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This early control picture from 1948 to 1933 was reflected statistically in the
decline of exports and imports concerning the empire, whether one views them
on the basis of the OECD (Organization for Economic Cooperation and
Development) countries, the Free World, or the United States alone, OECD
exports to the empire declined from $1.1 billion in 1948 to $770.8 million in
1033, imports from $1.2 billlon to $834.1 million.?® During the same period,.
total Free World exports decreased from $1.9 billion in 1948 to $1.8 Lillion in
1038, imports from $2 billion to §1.68 billion. U.S. trade dropped in exports from
$269 million in 1947 to $1.8 million in 1953, imports from $154 million in 1847
to $46 million in 195327

A new trend followed this early period, thus initiating the third phase. The
year 1934 may rightly be accepted as the starting point of a period of
liberalization or breakdown in controls which has continued to the very
present, with forcer and pressures seeking a marked relaxation, particularly in
the U.S. The end of the Korean War, the death of Stalin, the bilateral and
multilateral control stings felt by the empire, and a deceptive policy of
peaceful coexistence resurrected by Moscow account for this change., COCOM
(Coordinating Committee) lists were successively subjected to revlew and
realed down markedly in 1954, 1038, 1063, and 1964. In conformity with
COCOM rules on individual country privilege, the U.S.,, however, had main.
tained its extensive control lists until recently.

The consequences of the soft multilateral control policy are plainly evident
In the statistical data. OECD exports to the empire jumped from_$770.8 million
in 1833 to $2,481.4 million in 1960, and $2,972.4 million in 1963; for the given
years its imports from the empire also rose from $934.1 million to $2,4488
milllon and £3,150 million. Total Free World exports to the empire increased
from $1,389 million in 1933 to $4,425 million in 1960 to $5,173 million in 1963;
fmports showed equaly significapt increases from $1,631 million to $4,462
million and $5,380 million, respectively. By virtue of a discrepaney in controls,
U.K. exports to the empire rose only from $1.8 million in 1953 to $194 millton In
1960 and $167 million in 1963 ; imports also increased from $46 million to $84
million and $85 miilion for these years.

Since 1962 powerful pressures have been generated in the U.S. for relaxed
export controls. While the campaign progresses, numerous disquieting features
of slipshod control administration have been emerging, as though to reinforce
the campaign. In addition to renewed pressures for U.S. wheat sales to the
USSR, clearances have been given for the sale of advanced technologies,
specialized machinery and equipment, and industrial plants, products and data
to the empire. Of the far too many examples that can be mentioned, a few
should be observed here as being typical of the present trend, notably from the
viewpalnt of strategic materials, .

In July 1963, for example, the Department of Commerce lssued an export
license for the shipment of over $3 million of chemical woodpulp to the USSR.
This good is ultimately used in the production of tires, both passenger cars and
trucks for both military and economie build-up uses. Another license issued
that month was for over $2 million worth of grinding machines to the USSR,
also important militarlly and economically in the transport industry. A license
for the export of polystyrene to the USSR war also issued, despite the fact
that the item enters critically into the manufacture of explosives, demolition
hlocks, nonmagnetic mines and the like. In addition. much technical data and a
broad assortment of advanced machinerier are being released to Rumanla,
Czecho-Slovakia, Hungary, and Bulgaria without certain knowledge as to their
end use. Moreover, many of the clearances give every indlcation of prototype
purchaging by the Red regimes.!® Through July 381. 1963, the Export-Import
Bank hnd authorized 83 commercial credit guarantees to Red states, totaling
some $66 million. The 1966-87 clearances are abounding and incredible, includ.
Ing steel mill components, computers, mlissile guidance devices, industrial
chemicalr, converting machinery, magnetic tape units, Boron Isotopes, alreraft
equipment, and wide assortments of machineries.

W Annunl Trade Statistics. Denartment of Commerce, - )

A Direction of International Trade, United Natione, 1948 : Statistical Bulletins. Foreign
Trede Rerlea A. DECD 1088;-
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To complete this plcture in outline form, it should be emphasized that Red
exports consist largely of raw materials, food, fuel, and finished natural
products for impurts that are chiefly of highly developed finished industrial
products, whole plants, and new technologies, such as chemical processing
plants, oil refineries, synthetic rubber plants, electronic computer parts, re-
search laboratory equipment and so forth,

Given a long-run cold war viewpoint, in the 15 years of the 1950-1964 period
Free World exports to the Red Empire have totaled some $49 billlon, and in
1965 they well exceeded the $50 hillion mark. Although total imports from the
West make up only a little over 1 per cent of USSR's gross product and about
2 per cent of the combined gross product of the other East European Red
States, and despite the even lower aggregate significance of this trade for
Western Europe and the United States, over time this trade is substantial for
the build-up and cold war potential of the Red Empire. And in any given year
it bears disproportionate significance for selected Red industrial targets; trade
between the Red states of Eastern Europe and the Western industrial countries
was about £3.5 billion each way in 1964, or a total trade turnover of approxi-
mately $6 billion. Up to that time, it grew over the decade by nearly 10 per
cent, exceeding the rate of growth in the overall trade of the Western
industrial states. For Western European countries this trade has averaged
about 814 per cent of their total trade, for the United States scarcely 1 per
cent.

Since the mid.'60s, the trend in overall trade has been markedly upward. In
1967, exports from the industrial West to Eastern Europe rose to $4.2 billion
and imports to the West to $4.5 billion. Total East-West trade Increased by 24
per cent over 1966. In 1968, U.S. exports to Eastern Europe amounted to $216.8
million and imports from the area $198.4 million. With growing West European
trade in the area, the clamor for more U.S.dusiness there has increased on the
theory that the Red regimes are acquiring capital goods anyway from the West
lEu:opea;) economies. We'll weigh this theory, another vintage of the '380s, in the
ast section,

Those overemphasizing small U.S. proportions as justification for more liber-
alized trade demonstrate their insufficient grasp of Red economic strategy in
the Cold War. Regardless of the facades of “‘increasingly independent” Yugo-
slavia, Poland, Czecho-8lovakia and Rumania, this strategy is substantially no

- different from the past totalitarian economic strategy of the Axis powers, with

stress on overall self-sufficlency, accelerated bufld-up by overcoming current
deficlencles, and controlled trade and forelgn exchange operations. Again, In
essence, the errors of thirty years ago are being repeated again. Some 80 per
cent of all trade between the empire and the Free World is aoccunted for by
the COCOM countries, predominantly the West European ones (non-Buropean
are the U.8., Canada, and Japan). In relation to the Red Chinese sector of the
empire, Free World trade has also increased since the early '50s, rising from
$740 million in 1658 to $1,505 million in 1063.}* West Germany, Japan, Great
Britain, France, Italy, and Canada show up in the figures as the leading
traders with the Red Empire, taking into account all sectors.

When talking about “strateglc items,” one need exercise only &8 minimum of
common cold war sense in assessing these typical reports: (1) according to
Moscow, USSR trade with developed capitalist nations rose 15 per cent in 1964,
chiefly in Industrial products (by them, total USSR forelgn trade increased
more than 75 per cent since 1958, to about $15.8 billion, of which about 70 per
cent was with other parts of the empire; In 1967, total turnover was over $16
billion, of which about 60 per cent involved the empire); (2) Swedish firms
contracted to supply Red China with heavy duty trucks valued at $30 million,
apparently at the time the most important single industrial contract between
Red China and a Western country?®; (8) Fiat, the Italian auto manufacturer,
Is constructing an $800 million plant in the USSR, aiming to produce 600,000
cars a year and by 1972 hopes to produce 900,000 vehicles annually under
license in Eastern Europe; (4) Bonn and others are seriously responding to the
March, 1969 Budapest declaration of the Warsaw Pact leaders on “the neces-
sity to implement through joint Bast-West efforts major projects in power

¥ A Back nd Study on EKast-West Trade, Committee on Foreign Relations, U.8.
Senate. 196 d) 87.
® Toronto Glode and Malil, Peking, June 7, 10685.
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engineering, transport, water and air space . . .,” which a redirection of Kast
European resources from military, police, and cold war enterprises could easily
solve alone. Similar {tems abound monthly and add up to sizable absolute
amounts yearly, at least in the light of their significance for Russian economic

strategy.
RUSBIAN ECONOMIC STRATEGY

As stressed at the outset, there have been grave limitations in general
understanding of Russian and Red economic strategy, which is part and parcel
of overall Cold War strategy as directed mainly by Moscow, the chief power
center of the Red Emplre, and to a lesser degree by competitive Peiping. Also
as indicated above, this strategy is not new, though it enjoys a considerably
broader framework than prevailed prior to World War II at the hands of the
Axis powers which did not command the resources now at the disposal of the
Red totalitarians, “

The elements of this economic strategy, which even lends itself to dlagram-
matic exposition, include accelerated economic growth, relative self-sufficiency,
overcoming short supplies, selective bilateral trading, sustaining cold war
commitments, inroads into the underdeveloped areas, East European industrial
assistance for the USSR, increased productivity and fulfillment of plans,
acquisition of latest technology, data, and managerial ability, Russian exploita-
tion of the empire, concentrated deficit payments in gold, and a growing
integration of the empire—all interrelated and oriented to serve the consum-
mate goals of political subversion, takeover, and empire expansion. All of these
fundamental elements fit into a working pattern of operation in which the
industrial Free World countries are to play thelr vital, assisting rote.

Many sallent points In this deficlent understanding, in not perceiving the
situation as a whole, can be elaborated upon. Whether we recognize it or not,
our past valuable assistance contributed heavily to the economic and military
build-up of Soviet Russian imperio-colonialism, the effects of which have been
felt by th eWest since. Today, under the illusion of fostering the ‘independ-
ence” of East Furopean “satellites,” we are being pressed to strengthen the
extended Soviet Russian emplire largely through trade with its outer integral
parts. It 18 not generally recognized that an extraordinarily high percentage of
USSR imports from its Red partners in Eastern Europe is made up of
industrial equipmient and machinery. Rising significantly over the recent pe-
tiod, this machinery component represented 39 per cent in 1958, but 45 per cent
in 1963 and above since then, with greater overall trade. Thus, when one reads
“Present trends toward decentralization of the economic systems of the East-
ern countries deserve a positive response from the West,” he' cannét but
:vogder about the politico-economic vacuum such statements are conjured up
n,

_Thirty years ago statements of Intention and alms issuing from the Axis
powers were virtually ignored and even scoffed at. It is quite evident that
today similar Red statements are not read or understood. They well support
the facts presented here. Just to cite a few examples, it is well to recall the
Marx-oriented statement of Lenin, “When the time comes to hang the capitalist
class, they will compete with each other to sell us the rope.,” This typifies today
the Amerlcan business clamor for a greater share in the East European
market. Khrushchev clearly stated {n 1959, “We will soon need a large anibunt
of equipment which must be designed and produced anew, It would also be
expedient to order & part of this equipment in capitalist countries, primarily
the Unlted States, West Germany, and Britain.” In 1959, during his visit here,
he spoke quite frankly, “Some thirty years ago when our country started
building a large-scale industry, good economic contacts were established with
leading United States firms. Ford helped us bulld the motor works in Gorky.
Cooper, a prominent American speclalist, acted as a consultant during the
bullding of the hydro-electric power station on the Dnleper, which in those
days was the biggest in the world, Your engineers helped us build the tractor
works in Stalingrad and Kharkov. Americans, along with the British, wers
consultants during the construction of the Moscow subway.” He also stated he
wanted more, following this up to thé end of his reign: “We need to study all

2 Rast-West Trade, Committee for Economic Development, New York 1568. p. 18,
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the hest achiievements, the Liest forelg experience, and apply: this ourselves in
order to obtafn hlgher labor productivity,” 22

One of Khrushchev's successors, Premier Kosygin, has contlnued this straln
by indlcating the USSR’s desire to “link the long-term economic planning with
tm'elgn trade prospects to expand the Soviet market for western goods and the
production of Soviet goods for export.” 23 In the Red trade campaign in the
Middle East and Southeast Asia, the Czechoslovak Statistical Institution ob-
served fifteen years ago; “Czechoslovak participation in this expansion of trade
is not guided by purely practical considerations. It follows a plan carefully
drawn up in accordance with political considerations.” 2¢ The director of the
Department of Circulation of Goods in the Rumanian State Planning Commis-
sion stated it plainly: “We put great emphasis on modern technigues, We do
not purchase equipment from abiroad unless we are convinced that it is at the
top of the world in technology. We find that the United States, West Germany,
France and Great Britain make the finest equipment and we want to procure

~ ft. This accounts for the increase in our trade with the West."” 28

An East German economist sheds light on another dimension, eventual
military and political concessions by the West: “The fact that not only the
working people hut a substantial section of the bourgeolsie In Western Europe
want closer economic relations between the two systems opens up broad
opportunities for supplementing the political struggle for peaceful coexistence
with economic struggle. The creation of a nuclear-free zone in the centre of
Europe, renunciation by Bonn of nuclear armaments and the policy of revenge,
and peaceful settlement of all outstanding questions, could create a favorable
climate for closer economic collaboration between all the European countries.” ™
Here a Communist writer gloats, “During 1064, big holes were torn in the
remaining bLarriers against free trade between Soclalist countries and U.S.
Allies. The volume of such trade spurted forward at an accelerated rate. A
further shift in domestic views put a majority of American business in favor of
Enst-West trade,” 27

These statements are sufficlent to indicate the primary factors at work in
this issue. Discussion about laws, patent rights, copyrights, outstanding indebt-
edness and the like, Is of secondary importance and suggests a blind willing-
ness to trade with the empire. If we beljeve, for example, that more llberallized
trade would contribute to peace, the growing independence of the “satellites,”
and a falrer share for American business, then an easy resolution of these
secondary problems should take effect, with the Red regimes doubtlessiy
accommodating it in no small degree.2® Prior to i{ts recognition by us in 1038,
the USSR repudiated debts to the U.8. valued at about $628 million. During
Warld War 11, the USSR received approximately $11 billion in U.8. lend-lease
aid. By pillage, preparation, and expropriation, Moscow collected over $30
billjon worth of property in Germany and elsewhere. All this did not deter us
in 1051-52 from a negotiating figure of $800 milllon for Moscow to settle its
debts. It balked with a counter-offer of $300 million.®

If we should disregard the content of Red economic strategy and plunge into
A haphazard, liberalized East-West trade, some nominal settlement of outstand-
ing obligations may be expected or the Johnson Acet may be repealed. Concern.
ing patents and copvrlghts. the trade-eager Russians have already demon.
strated their civility by becoming the 68th member of the Paris Convention for
the protection of industrial property. This "‘concession” 18 not without several
snbsldiary advantages to the Russians, such as buying the complex know-haw
along with the patent, obtaining foreign exchange from the sale of its own
patents, and continued difficulties we would encounter in finding out haw our
patents are being used in the closed soclety of the USSR. Moreover, with the

o Fast Buropf. October 1064, n. 40,

= Voo York Timea, Decembo 0. 1064.

M The Obaerver, December 11, 105-

% Naparessional Record, November 12. 1985, n. AR427,

% RKarl mdn. “Econnmie Contacts Between the Socialist and Capitalist Countries of
Eurane.” Waorld Marziat Revlew. November 8, 1885, pp. 8-14.

7 Victor Perlo. Nm World Review, Decembher 108

” Pap & #ood example of lhl-. “East-West Trade Bill of 1969.” Congressional Record,
Amll 24. moo nn, n—sou-n

® Specin! Rindy mumo to Europe, 196}, Committee on Foreign Affalrs, U.S. House of
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dubjous argument of increasing their purchases here, the Russians would seek
the ellmnination of what they conslder a discrimination against thelr exports to
us, namely withholding (he most-favored-nation treatment from thelr exports,

Exclusive concern with these secondary problems cannot but abet the objec-
tives of Red economic strategy, for it reinforces the underlying assumption of
itberalized trade. In 1955, Khrushchev illumined the essence of Red totalitarian
trade when he sald, “We value trade least for economic reasons and most for
political reasons.” It appears rather naive for many Americans to believe that
trade with the emplre is a peace-contributing, normalizing agent. Trade has
been and will continue to be an essential weapon in the arsenal of Red
economic warfare. The outlines of Red economic strategy thus are clear for all
to see: (1) acquisition of the best of Western technology in its broadest sense
to augment productivity, accelerate economic growth, and reap surpluses for
intensified Cold War operations; (2) furtherance of the empire's integration on
the bases of national division of labor and a heightened intra-empire trade
facilitated by products from the Free World; (3) marginal penetration of the
markets in the underdeveloped areas, also indirectly assisted by Free World
industrial trade and leading to political involvements designed for eventual
takeover, and (4) playing off one Free World industrial competitor agalnst
auolther with the aim of advancing political divisions among allled Free World
natlons.

Mikoyan, the skilled Armenian trader and former President of the USSR,
confirmed the foundation of this strategy when in 1961 he indicated how the
industrial part of the Free World was to assist: “It will be necessary to make
wide use of foreign trade as a factor for economizing in current production
expenditures and in capital investment, with the aim of accelerating the
development of corresponding branches.” In short, whether by direct trade with
Moscow or indirectly through the parts of the CEMA network (Council of
Economic Mutual Assistance) meaning _Bucharest, Warsaw, or Prague and
others, the West is to enable the empire to leap over years of research and
development cost so that it may be strengthened to pursue more rapldly its
global objectives. As Czecho-Slovakia showed, the “independence” of any of
these “satellites” Is a patent hoax.

A POSITIVE POLTRADE POLICY

What goods are strategic? From the analysis given here it becomes clear that
virtually no goods for export to the empire are non-strategle. Its cold war
economies thrive on fertllizers, fnod, transport facilities, plasties, clothing, ete,
as they do on imported technological data, heavy machinery, and mllitary
weapons. As a vital instrument of the Red States, trade covers defliclencles In
the economy, influences policles of less powerful states, affords channels for
acquiring useful information, permits Industrial esplonage, has wide propa-
ganda uses, allows for psycho-political penetrations of countries and their—
dependence on the empire without having to go “communist,” and gradually
leads to a displacement of Western influence in the areas, primarily through
political agitation for socialirm, nationalization, and the imitation of totalitar-
lan economic plans. In sharp contrast to normal, standard Western practices,
the Red trading mechanism embraces all of these factors—ingredients of
economic warfare.

One of the striking aspects of East-West trade discussion is the confusion
surrounding the definition of “strategic materials.” Either the discussant prat-
tles the term with no precise definition offered or he defines it solely in terms
of military weapons, disregarding the intermeshed military-political-economic
mix in a totalitarian economy oriented fundamentally toward Cold War goals.
It cannot be said that the Reds, like the Nazl and Fascist totalitarians, haven't
time and time again specified their desires, methods, and aims. As another
example, Eugin I. Cortemiev, deputy chairman of the USSR Committee for
Inventions and Discoverles, frankly told a Nattonal Association of Manufactur-
ers conference in New York that for the lastest and bhest technology, “We are
prepared to conclude not only separate license contracts but also permanent
agreements on the exchange of patent rights and technical information between
vour companies and us.” 3° An examination of the reports by a U.S. buriness

® 47,8, Technology Sought in Sovle{." The New York Times, June 12, 1065.
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mission to Poland and Rumania, shows a hungry appetite by the Red regimes
for American techniques., Concerning the Polish, “They are very much inter-
ested In any form of cooperation with U.8. computer manufacturers, peripheral
equipment manufacturers, and U.S. producers of integrated circuits, measuring
and testing instumentation.” 31 The same applies to the Rumanians., American
businessmen are quite capable of meeting this demand, but they also make
tt:le?lr their Inability to determine the politico-strategic importance of such
rade.

Clearly, our foilure to recognize the varying strategic character of all goods,
consumer and capital, to the planned cold war economics of the Red Empire

*has bred a series of policy failures that render our posture irrational and self-

defeating. Inadequate food, for instance, does not exactly bolster a Red
regime’s relations with the underlying populace in terms of exacted productiv-
ity, stolc acqulescence, and reduced frictions and resistance, all of which have
thelr impact on the overall strength of the state. Our basie fallure to face up to
the broad strategicity of goods has accounted for the little pressure exerted on
our allies to restrict their trade with the empire, the little- discipline we've
displayed with our own recent exports, our own violations of the Battle Act
during the Korean War and since, and the rash of Free World trade with Red
China while the U.S. defends the sovereignty of South Vietnam. The proliferat-
}nﬁ anomalles in the vital sltuation are loglcally traceable back to this basie
atlure, .

The problem is not as complex as the confused thought on strategieity would
make it appear. Chemical plants, for example, are a top priority item in Red
import demand.: Missilery, space technology, munitions, agriculture, and general
industry depend heavily on such plants. Strategic? As a restricted study by the
Center for Strategle Studies at Georgetown University discloses, our Manufac-
turing Chemists Assoclation knows they ure and, despite nalve State Depart-
ment urgings on Rumanian trust as to use, the group has consistently shown a
reluctance to support their export to the empire. The oll offensive of the empire
is a story in itself, an excellent example of empiré integration through the
Friendship Oll Pipe Line and also economic aggression. Strategl¢? The Amerl-
can Petroleum Institute knows it i8 aAnd has opposed exports of ofl processing
facilities to the empire. These cases ecan be multiplled along the entire
spectrum of economic goods entering into a planned cold war economy.

What can we do? On the basis of given evidence, the first thing Is to

recognize soberly the absence of a rationally appropriate and effective Free
World trade policy towdrd the Red Empire. Second, to urge a complete
embargo, such as exists ggainst Red China, North Korea, North Vietnam, and
Cuba, or to advocate freer trade with- Eastern Europe because our allles
indulge in it, or because of accidental gestures ?n the part of the “satellites,” is
in the present situation an extreme course disproportionate to our strategie
cold war needs. It is ohvlously not entirely true, as the President's Commission
maintains, that “The United States has three alterngtives. It can leave things
a8 they are. It can eliminate this disparity through action across the board
that wonld bring U.S. tradiug practice into line with those of our allies. Or it
can modify its practices selectively and on a country-by-country basis.” 3% In
reality, there are two other alternatives—a complete embargo and selective
country-by-country trade on the basis of political concessions; In other words,
the latter being a poltrade policy with the same approach as the commission's
third alternative but with a different and realistic, cold war political basls,
- The poltrade policy has these five dominant characteristics: Cold War.
realism, freedom Instrumentation, a via medla approach, a formula for maxi-
mum flexibjlity and consistency, and a structure for positive Free World
action. The first characteristic has been reflected throughout this anatysis. Its
content constitutes the very foundation of this poltrade policy. It refutes as
fllusory the baslc assumptions and wmajor reasons given for llberalized trade
with Eastern Europe and emphasizes the Red economic strategy, the aggressive
nature of Red trade, the vital distinction between Red states and the underly-
ing captive nations, Red empire autarchy and integration, and the self-defeat-
ing character of unconditional Free World trade with the empire,

8 Thomas P. Colller, “Poles Enter Electronic Age,” International Commeroe, Novem-
ber 18, 1905’?. 14. .
8. 0p. cit. Report to the President, p. v.
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Indeed, the more one contemplates the clear-cut benefits of unconditional
trade to the Red totalitarians, the more concerned one becomes about the acute
vulnerabilities of the Free World. The trade issue capnot be divorced from
“wars of liberation” and a host of other interrelated phenomena. Even this
would be indicatively peytinent: “We have evidence,” disclosed the Venezuelan
Minister of the Interlor, Gonzalo Barrios, “that Venezuelan Communists have -
been getting money from the Soviet Union, using the Italian Communist party
as a vehicle. The Venezuelan Communists recently asked for additional funds
designed to organize a large-scale subversive plan.” 3% .

Freedom instrumentation is the second characteristic, meaning the full use of -
trade as a means of sustaining and expanding freedom, Liberal trade advocates
argue in terms of freedom, too, but their false notions about the weaning
process and evolution have already been noted, With cold war realism, we
should scarcely hesitate or fear utilizing trade as a freedom weapon just as the
Red regimes manipulate it as a weapon for conquest. Vague rhetoric about
bridges of understanding, contacts with peoples, and exchanges of ideas could
hardly forge such a weapon for freedom. In the present-day context only trade
predicated on specific political concession values, involving even pecuniary
subsidy, can guarantee such a weapon. The one striking fact that seems {o be
ignored by our easy trade advocates is that for some time now the USSR,
under heavy pressure of self-imposed demands on its relatively limited re-
sources, has not had the capacity to serve adequately the needs of other East
European Red regimcs. Naturally, the escape valve I8 broader but regulated
East-West trade.3+ .

The Red regimes would not, of course, find this poltrade policy to their
liking. Early in 1965 the Polish premier, Josef Cyrankiewlcz, already ‘“warned
the West not to demand political or l&eqlogical concessions In exchange for
increased trade.” 3% He seemed to forget that the empire desperately needs this
trade, not we. On the Free World side, former Chancellor Ludwig Brhard of
West Germany issued another type of warning when at the 18th Congress of
the Christlan Democratic Unlon he bemoaned the fact that some Western
nations are “competing with each other to give the Communist Bast long-term
credits without getting any political concessions in return.” Short-term credits
are also important, and on this basis West Germany has led the others in East-
West trade. It cannot be emphasized too strongly that the United States leads
in overall technological development, and it is this fact which places it in a
unique position to determtne how far the Red regime can partake of it. As one
editorlal has aptly put it, “Actually almost anything the Russians buy in the
West Is strategically important, because of the backwardness of their economy
and thelr desperate need for Western technological assistance.” 3¢ Bedazzled
by Moscow's concentrated Potemkinist display of military rocketry, space
explorations, and propagandized military strength, most Americans, even on the
highest officlal levels, are unaware of the basically underdeveloped economy of
the inner Soviet Russian imperium.,

Another important characteristic of the poltrade policy is its via media
approach, a general avenue between a complete embargo and free trade, yet
participating in their negative and positive natures in unlimited possible
combinations of bids and offers. The approach would be sharply differentiating,
in breadth and depth far more so than that of the present policy. The reasens
for this are an awareness of the general strategic character of all goods for the
Red cold war economies and thelr varying degrees of strategic importance, and
of the different political conditions existing in various parts of the emplre in
terms of oppression, persecution, speclial restrictions, and opportunitlies for
internal pressure. These are the two broad bases for the operation of the
poltrade formula, which would proportion trade bids to political concession
bids; in short, fusing economic values with political values.

Much Is uneritically made of Yugoslavia as an example of wisdom In our
present polley, for $3.5 billion In U.8. assistance are chalked up its “independ-
ence” from Moscow, about 70 per cent of its trade bheing done with the West,
and & cozy assoclation with Free World economie organizations. Yet it's

RAP, Venesuela, April 12, 1968,
- :x.' Aleoim Rutherford. Pinanotal Times o Igmdon, June 25, 1069,

- s, Leipeig, East Germany, March 1. 1865.
 Gas Weat Rrade AS A Weapon,” The ONicago Tridune, June 2, 1069,
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extremely difficult to perceive the political values of this pragmatic wisdom,
From viewpoints of ultimate survival and ldeological hue, Belgrade's interesta
are luextricably tied up with Moscow’s and, just to mention ene example, Tito's

.. record_of condemnations against U.S. action in the Congo, Vietnam and the

Dominican Republic and concerning Cuba, constitutes ironic compensation of
the most indescribable type. Belgrade trades with Havana and, despite its
negligible power on the global scale, has played for the empire a unique role of
diplomatlc broker. Also, the thought of Yugosiavia setting a pattern of profita-
ble practice for others in the Red Empire, and to the net advantage of the
empire, seems to elude many. This pattern was formed not by design but rather
by necessity of response to internal and external problems. In any case, the
wisdom of our policy toward Yugoslavia has worked agalnst the freedom of the
varlous nations in that totalitarian state, as its broadened application certainly
will against those In Rumania, Poland, Hungary and others. Tito may have his
recurring squabbles with Moscow, but in the last analysis the survival of his
regime depends on continuing Soviet Russian power.

Turning to the poltrade formula, one can see that it would be practicable and_
adaptable for all changing circumstances. Scaled to priorities of political
consideration, the formula allows for long-term and short-run credits, as well
as cash payments. It deals in producer, capital goods and consumer goods, as
well as managerial ability, organization, and technological data. In sharp
contrast to present U.S. policy, It advances a principle of consistency in that its
application would be directed at the Asian sectors of the empire as well as the
European and Latin Amerlcan. The avid wse of the formula would produce
considerable politico-propaganda values, since all trade transactions would
necessarily be tled to specified political items. Bids for specific political
concessions would make the latter integral parts of the economic valuation
process just as much as Red bids for machines and so forth. It certainly would
not allow us to be baited in the competitive jungle on the supposedly pragmatic
basis that if an item, e.g. a computer, is available to the regimes
elsewhere, it should be allowed for export.®T This is tantamount to saying it
others make regular attendance at a brothel, this is justification for us to do

1lkewlse,

Moreover, application of the formula would unambiguously work in behalf of

. the captive natlons; it woul not accommodate without real cost the empire's

economic plans; it would uphold the efficacy of our foreign aid program by
relating Red subversive efforts In the underdeveloped areas to trade offers;
and it would provide U.S. with an effective leverage to solve the problem of
unconditional \West European trade with the empire and reorient much of this
trade toward Intensified intra-Free World trade. A vigorous and well-planned
poltrade policy with alternative advantages for our allles and a consuming
emphasis on trade for freedom would find few, if any, Free World naticns
seeking to help the empire unconditionally, particularly as concern savings in
intangible values of time and costs of research and development. The signifi-
cant fact here {8 that slnce World War II, we have never taken the leadership
in this kind of FreeW orld control over trade with the Red empire. With our
power, it wouldn't be difficult to propagate such action,

Steps in applying the formula would in general be simple, methodleal, and In
graded order: (1) as in present policy, military weapons and space technology
would face complete embargo; (2) most advanced producer goods, technology,
managerlalism and data would be proportioned to poltrade bids of the highest
value, entalling free elections, enforcement of the national self-determination
principle, the opportunity for political party pluralism, and the satlstaction of
legal obligations in World War II treaties; (8) trade in less advanced
producer goods, engendering the set-up of whole factorles and organizational
plans, would call for proportionate poltrade values.in the order of dismantling

—=The Brrlin Wall, Russian, Czech, ete. exodus from Cuba, the withdrawal of

USSR troops from Hungary and other captive areas, a vastly expanded
cultural exchange program, proven Red support of subversion in Vietnam, ete.;
(4) trade in consumer goods would also be differentiated on scales of regency,
quality, and quantity and proportioned In terms of prevailing conditions and
acts of religlous oppression, slave labor employment, civil suppression, unjust

2 E.x. Rowland Evans and Robert Novak, “leenllslr‘ls of Export Act Is Glyen Chance

* asTrade Eclipses 1deoclogy,’ Syndioated column, July, 18
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arrests and imprisonment of Free World citizens, atrocitles, the need for
rehablilitating political prisoners and so forth, -

These are the four general categories of poltrade application into which
further specific poltrade bids would be fitted as developments and clrcumstan.
" ces demand. Another manifest advantage of such constant predication s that
the real cause of our foremost problems today will be kept in the forefront of
world attention aud thought. Except for a complete embargo and its justifying
reasons, this is not the case with the other alternatives; indeed, they submerge
these causes into temporary oblivion. Again, the argument that the empire
would refuse to trade under such poltrade conditions misses the whole, crucial
point of trade as a weapon for real freedomm and the tremendous leverage
possessed by the West. Pursuit of the present course means endowing the Red
economies with intangible values of shortened time and reduced real costs of
development without, in this dimension, receiving anything in return except the
spurlous satisfaction of belleving that dispersed contacts would lead to “greater
understanding” and “evolution toward peace.” Also, in the cold war context, to
lterally aid them to undermine us in time ‘and everywhere Is the height of
folly, a fact that can easily be impressed on our atlles, Rationally, a quid pro
quo is demanded In these dimenslons and can only be realized through
advaunced bargaining for counterpart, intangible freedom values. If the Red
states are desperately in need of this trade, as they indicate to be, the best test
of thelr determination s this quid pro quo approach.

As mentioned earller, the formula’s application would, of course, recelve
detalled treatment in relation to each Red state. If Hungary, for example,
seeks Free World trade, in addition to the items stated above there are the
genocidal ahortion laws, the case of Cardinal Mindszenty, the reduction of the
Iron Curtain, release of polltical prisoners, freedom of assembly for the Petofl
Circle and others and a reciprocal distribution of U.S. literary output in
Hungary. The rame detailed treatment can be applted to any other Red state.
To settle, as some “high Administration official” suggests, for “Sovlet goodwill
In defusing the East-West German impasse over holding West Germany's
presidential election In West Berlin; Soviet help in searching for the victims of
the U.8. fiying Pueblo . . .; Soviet goodwill in trying to find some workable
peace formula for the Middle East . . .” means to settle for hollow appearances

at the complete sacrifice of substance.?® How easily a “high Adminlstration’

officlal” can be duped. Doubtless, in enforeing our ldea, the totalitarian regimes
will ery about “Interferences in internal affairs,” thelr “natlonal sovereignties”
and the like, hut these protestations are thoroughly arid in the light of history,
the empire network, the basic solidarity of the entrenched Communist Partles,
., and the international Red conspiracy. -

Lastly, the structure of positive Free- World poltrade would to a notable
degree he erected by the initlative and leadership of the U.S. and its poltrade
policy. Though the structure should be built concurrently with the adoption of
the policy, unilateral U.8. action would itself become a constructive, efficient
cause for the moulding of the institution. The objective {8, of course, a unity of
action primarily with our West European allies, and there are nhumerous
loverages of favor and disfavor to apply for such unity. The present lack of
such unity is to a great extent ascribable to our own fatlure i{n providing the
nwecessary leadership In the Cold War, over and beyond the military umbrella
and foreign aid. A new, concentrated initiative by us should aim at the
formation of A NATO Council on Free World Trade. The move would undoubt-
edly infuse a new life of working partnership in the Atlantic community. To
maintain, as one senator hes, that the Cold War is over and that trade
restrictions are no longer In order is Indicative of the folly of our present
thinking.3¢

The Council's prime functlon would he a multi-lateralization of the poltrade
policy. Free World countrics, such as Japan, would be included as assoclates.
Japan has been pushing Its tralle with the empire (Japan's 1988 trade with it
increased 18 per cent over 1984 and amounts to less than 7 per cent; about
&400 million wiih Red China, jumping 60 per cent over 1964, $30 million with
North Korea, and small amounts with North Vietnam). With this economle

»W ’nna, “Nizon Opposes Freer Red Trade." The Washington Poat, June 30, 1069,
‘80:':3-%&:1 a. mm&"-?. “Introduction of The East-West Trade Relations Act of
- 1069." Congressional Record, May 27, 1969, p. 85768,
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power assembled, in the ratio of 8 to 1 to the entire Red Empire, the so-called
Communist economic offensive would become & sterile exercise as the Free
World market, particularly in the underdeveloped areas, becomes in every
sense a true, free market. The new structural framework would, with qualifica-
tion, accommodate the inclinations of our ajlies as expressed, for example, in a
resolution by the six-nation Common Market Assembly stressing “the political
and economic importance of trade relations with state-controlled trade, in
particular with nelghbor countries of Bast Europe, and the desirabllity of
developing them"—jyes, toward genuine freedom. Canadians selling $403 million
of wheat to Red China, Italians buying natural gas from the USSR, Greeks

[ 4 selling wheat to Bulgaria, and mn!ﬂplylng day-to-day reports on unconditional
Free World trade with the emjure would receive an entirely new assessment
under the sway of a rational poltrade polley.

Only thirty years ago we substantially committed the same trade mistake
with another breed of totalitarian powers. This time it {8 even worse because
of the cold war subtleties involved and the trained capacity of the enemy to
compound the use of his relatively inferior resources. In the final analysis, the
requirements of the present situgtion are a firm understanding of Red eco-
nomic strategy, the launching of a poltrade policy to counter this strategy, and
a national will to see It through. uent comments on the current disunity,

- the alleged ambiguity of strategic materials, and “our allies are trading with '
them"” are only convenlent rationalisations for less than firm action in behalf of
expanded world freedom. ‘

President Calvin Coolldge, who showed more long-run insights than some
short-sighted historians credited bim with, stated at the beginning of the USSR
as an imperial state that “Our Government does not propose to enter into
relations with another regime which refuses to recognize the sanctity of
international odbligations. I do not propose to barter away for the privilege of
trade any of the cherished rights of humanity. I do not propose to make
merchandise of any American prin¢iples.” ¢© Those seeking the swift buck—
directly or by U.S8. Government guarantee—are merchandising our principles.
Let's sce what more Coolidge sald about principles—in our concluding chapter.

Senator Rorn. I don’t know how good mﬁpronunciation is, but at
this time I would like to hear from Mr. Barbu Niculescu, who is
secretary general, League of Free Romanians.

STATEMENT OF BARBU NICULESCU, SECRETARY GENERAL, LEAGUE
OF FREE ROMANIANS

Mr. Nicurescu. I am trying to reduce the 10 minutes to as short as
possible, Mr. Chairman.

The elements of the world economy have changed drastically in
the last few years and are now in the process of searching for new
rapports and balances in the world.

As I testified last year in the Ways and Means Committee on the
same bill, it is appropriate that the changes on the economic scene be

< encountered here in the United States by a more dynamic and
:gcient' system in order to deal expeditiously with the new problems
ey raise.

he bill is advancing a series of urgent proposals to meet the new
world trade situation. Under the scrutiny of the Senate, the bill is
requndinf to a pressing necessity. Supforting it I express a general
opinion of Americans who are aware of its importance and who are

interested in trade both here and abroad.

Particularly relevant to the projects I am associe 'd with, is an
item which deals with equal tariff treatment for Romania, mentioned
on page 12 of the bill.

® Annual Measrage to Congress, December 03928.
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It is my conviction that normalization of trade relations with the
socialist countries is highly desirable, and in time this will help and
stimulate the progressive opening of these new societies. .

. ‘Romania has produced already a-new liberalization policy concern-
ing the freedom of movement and immigration legislation and is in
the forefront of Socialist countries.

Now, as far as private ownership of small businesses, they have
improved that too. The Yeople now can own their own homes in the
cities they work in as well as they can own a home in any part of the
country, anywhere in the country for recreation purposes. They can
buy cooperative apartments, which is the same system like in this
country, except that they have to pay taxes of course to the govern-
ment and the maintenance. .

The new legislation provides new classes of Romanian citizens.
First, Romanians who live in their country and may remain in
foreign countries for a longer time if they wish so on their Romanian

assports if they only conform with Romanian legislation; second,
manians who live in foreign countries indefinitely for different
purposes for, let us say, scholarship purposes or for training or for
specializing in different fields; third, another class is forme by the
former Romanians who have acquired foreign citizenship and who-
desire to live in Romania and retire there. They do have to renew
their Romanian passports every year because the Romanian Govern-
ment is giving them, in spite of the fact that they have their
American citizenship, for example, they give them a passport every
ye&l'.

Now since the second World War the Romanian Government has
allowed 840,000 Jewish 'F‘l‘e out of about 420,000 to emigrate to
Israel without paying tax. The rest remain in Romania, not use
the government op&osed their emigration, but because they were too
old to emigrate or did not want to emigrate to Israel, whic happens
in this country too. Families have been reunited by the Romanian
_ g,‘migration Authority in the past and are still continuing to reunite _.

em.

After Romanian Presidenit Nicolae Ceausescu had declared pub-
licly a fow years ago that Romania is a country in the process of
development, today many 1974 plan targets have been sharply up-
graded in the drive to 1 the 5-year economic plan at least a few —
months ahead of schedule next year. The 1974 plan is having many
of its targets upgraded by very ambitious margins--

For example, this planning is more evident in the area of total

wth of the national income. Economic efficiency and product -
quality are the chief concerns of the Romanian Government too. '

The Romanian Government has proved to the world that Romania
is a country in the process of development, which has been expressed

ublicly by the President and this policy is based on the fact that
Eomama is & country of great national resources, oil, minerals, coals,
metals, plus highly trained (slpecialists in the flelds of science, engi-
neers, chemists, physicians, doctors, good labor, and plenty of raw
mat(ls:‘ials, which enable Romania to competa on any international
market.

In 1950 the per capita national income was $80. Today the per
capita income is $800 a year. The estimated income for 1900 is

ween $2,500 and $3,000 per capita.
~80-220—T4—pt. 5—rt
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The Romanian Government has reduced the State-owned trade
companies by 13 this year, in order to allow foreign capital invest-
ments, under the new law for the mixed corporations, not only in
Romania but elsewhere in the world. especially in the fisld of chemi-
cals, pharmaceuticals, petroleum, coal, steel, and aluminum,

. The Romanian Government has taken measures and has instructed
its forcign trade companies with the ﬂpurpose to serve the needs of the
government. allowing a greater inflow of Western investments, as
provided in its new law No. 424 of November 2, 1972, for the mixed
or )Joint corporations.

ccording to the compiled information given by the U.S. Journal
of Commerce, the United States has a favorable balance of payments
with Romania and continues to be so.

Trade between the United States and Romania in 1974 could near
$400 million according to the same source.

. This fact is due to the new economic reorientation of the Roman-
ian economy to the West and particularly to the United States.

The Soviet exports to Romania are the lowest in the last two
decades compared with the share of the Russian products imported in
other Eastern Socialist countries.

The industrial West, in market share terms, was worth more to
Romania than ever before in 1972. Proportionately too, the slices of
world sales going to East Europe and to the U.S.S.R. were the lowest
in at least two decades. For example, tite total Romanian trade with
Western countries increased 43 percent since 1960 while the Russian
share decreased to 24 percent since 1960.

Trade between the United States and Romania may well double
this year for the second consecutive year. X

The same Western experts predict with the region of $200 million
in the bag for the last year, prospects for 1974, propelled by Ameri-
can exports to Romania, are good enough to near the $400 million
turnover.,

Romania takes delivery this year of 707 Boeing jet planes and
several projects involving American equipment are getting under
way.

The U.S. Department of Commerce reported last year that the
petroleum and oil products accounted for about 30 percent of Ro-
manian exports to the U'nited States. .

Among the international economic organizations, Romania is a
member of GATT, IMF, World Bank, U.N. Economic Commission
for Europe, and Comecon. ' .

Meanwhile, President Nixon vowed to work for equal tariff treat-
ment for Romanian products-duty rates charged now for non-Social-
ist nations.

At present. U.S. tariffs on goods from Romania, as from most
Socialist countries. average about two to eight times more than the
rates assessed imports from other countries. )

Just to give you. Mr. Chairman, a few examples of the difference
between tﬁe most favored nations and the import duty from Ro-
mania to the American market. the American economy needs terribly
certatn materials which they tried to get. They cannot get it because
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it doesn’t exist free on the market. Romania has it for export. Now
let’s take for example polystyrene. From any most-favored-nation
taviff they ¥ay only $30 per ton. Romania has to pay $144 per ton. In
the field of polyethylene, the import duty from the most-favored-
nations countries is $27 per ton and for Romania it is $88 per ton. I
can give you more and more and more examples, which are in my
statement, :

Due to this unfair tariff treatment——

Senator Rorn. I am going to have to ask you to complete your
statement. We have a number of witnesses. Would you just summa-
rize it very quickly?

Mr. NicuLescu. Yes, I have only a few words to say. ,

Due to this American unfair treatment to Romania, the United
States, in fact, prevents the efforts for the Romanian industrializa-
tion and economic progress.

_If the U.8. policy is to build a fair and open trade ‘world, the
United States is momll‘{nt))b]i ted to insure a fair competition also
on the world markets. at Romania expects therefore, is an equal
and nopd:scn_rmnabox;y tariff treatment in order to buy all their
industrial equipment from the United States.

The balance of payments is always favorable to the United States
because the American Government has repeatedly declared publicly
and at the international conferences that the United States believes
in treating the world nations, whether large or small, as totally
sovereign and as equals. -

. Romania today has worldwide friendly relations with all the na-
tlo(llls in Europe, in Asia, in Africa, and in North and South America
and— .

Senator Roti. I am going to have to bring this to an end because,
as I said, we have a number of witnesses, but we will be happy to
include your entire statement in the record.

Mr. NicvLescu. I feel it is a duty for all Americans to support the
President’s Trade Reform Act of 1878, which advances the cause of
freedom, independence, and lasting peace through world trade and
prosperity.

Senator Rorm. I do have one question.

I notice that you are secretary general, League of Free Romanians.
I wonder if you would tell, for the purgoses of the record, exactly

- what this League is and who it represents

Mr. Nicvrescu. The League was formed in 1951 by the former and
last Democratic Prime Minister of Romania, General Nicolae Ra-
descu, when we escaped from the Russian invasion in 1946. YWe came
to this country in 1947 and he formed this organization with all of
the refugees during the Nazi time and afterwards, and after the
Russian invasion.

And we have organizations in the Western part of the world.

Senator Rorir. Senator Packwood {

Scnator Packwoop. No questions. -

Senator Rori. I want to thank you for coming before us and
presenting your statement. L

Mr. Nicurescu. Thank you, sir.
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[The prepared statement of Mr, Niculescu follows: ]

PREPARED STATEMENT OF BARBU NICULESOU, SECRETARY GENERAL, LEAGUE oF
FsEE ROMANIANSG

Mr. Barbu Niculescu, residing at 6 East 80th Street, New York, New York
10021, considering the “Trade Reform Act of 1978. H.R. 6767) presented by the
U.S. Administration, and later amended (H.R. 10710) by the House of Repre-
sentatives, states:

1. The Trade Reform Aot of 1973", as presented by the Administration, (s a
well-timed dinitiative to determine a fleaidle and prompt answer to pressing
world trade problems oconfronting the U.B.A.

As an American business man, aware of the new world economic configura-
tion, I consider the President’s Trade Reform Act an urgent and necessary
legislative proposal.

The elements of world economy have changed drastically in the last few years
and are now In the process of searching for new rapports and balances.

It is appropriate that the changes ou the economic scene be encountered here
by a more dynamic and eficlent system in order to deal expeditiously with the
new problems they raise.

The Bill 18 advancing a series of urgent proposals to meet the new world
trade situation. Under the scrutiny of the Senate the Bill is responding to a
pressing necessity. Supporting it I express a general opinion of Americans who
are aware of its importance and who are interested in trade here and abroad. _

3. Particularly relevant to the projccts I am associated 1with, (s an item which
ge‘glh 1with equal tariff treaiment for Romania, mentioned on page 12 of the

This new authority would enable the President to fulfill his commitment to
Romania and to take advantage of opportunities to conclude beneficlal agree-
ments w:.th other Socfailst countries which do not now receive the M.F.N.,
treatmen , .

I do recognize the general concern in the Congress over the freedom of
movement and emigration legislation in some of these countries, but as stated
by the President, I do not belleve that a policy of denying M.F.N. status is a
practical way of dealing with it. :

It is my conviction that a normalisation of trade relations with the Sociallst
countries is highly desirable, and in time this will help and stimulate the
progressive opening up of these new socleties.

3. Romania Aas produced aiready a new lUbderalization polioy ooncerning the
freedom of movement and emigration legislaiion. B

The new legislation provides new classes of Romanian citizens: 1) Romanians
who live in thelr country; 2) Romanians who live in foreign countries indefin-
itely; 8) Another class is formed by the former Romanians who have acquired
forelgn citizenship and who desire to live in Romania.

Since the SBecond World War the Romanian Government has allowed 840,000
Jewish people, out of about 420,000, to emigrate to Israel without paying tax.
The rest remained in Romania, not because the Government opposed thelr
emigration, but because they were too old to emigrate or did not want to
emigrate, Families were reunited by the Romanian emigration authorities in the
past and are still reunited.

4. Romanian economic &  and product quality.

After Romanian President Nicolae Ceausescu had declared publicly a few
years ago that Romanla is a country in the process of development, today many
1074 plan targets have been sharply upgruded. In the drive to fulsll the five-
year economic plan at least a few months ahead of schedule next year, the 1974
plan is having many of its targets upgraded by very ambitious margins,

Nowhere is this ambitious planning more evident than in the areas of total
growth, as seen by national income and industry, investment and foreign trade.
ggonomle egclency and product quality are the chief concerns of the Romanian

vernmen .

Herewith is a summary of the 1974 plan highlights, with targets measured
where possible against goals programmed for last year and guidelines origl.
nally given for this year in the 1871-75 plan law:

National Income.—Projected growth of 14.69%, highest programmed so far in
any quinquennium.
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Foreign Trade—A shocking 41.89% turnover leap projected; exports are to
rise 439 and imports 899%. Savings realised from fewer new investments
startupe are to be allocated for the import of capital goods destined for
deployment In existing capacities of machinery, tools and industrial equipment,

Indusiry—National {ndustrial production should reach Fifty Blllion Dollars
this year, which is about 209% above the level programmed for last year and the
highest rate in two decades.

Agriculture—~Here, this year's plan is toned down, with farm output 5.8%9
above the level programmed for last year. However, the new five-year plan
calls for 86-399% expansion,

Investments.—Industry gets 60.89, of total investment, while agriculture
receives 11.3%, of it; transport and teleccommunications 10.89,, housing 3.910
and construction 8.29% of total.

These figures show clearly the determination of the Romanian Government to
prove to the world that Romanla is a country in the process of development,
declared publicly by President Nicolae Ceausescu. His policy is based on the
fact that Romania 18 & country of great natural resources—oll, minerals, coal,
metals, etc.—plus highly trained speclalists in the fleld of sclence engineers,
chemists, techniclans, doctors, good labour and plenty of raw materials), which
enable Romania to compete on any international market.

Let us take for example the field ofworld electronics.

Romania's electronics and electro-technical products have expanded 43.49 in
the first two years of the 1071-78 economic plan. It is additionally accelerating
during 1073-74 another 68.5%. Romania now exports these products to more
than forty countries. They use technology licensed by firms from the United
States, Japan, West Germany, France and others, besides employing Romania’s
own modern know-how, -

In the field of industrial equipment Romania produces and exports: Bqulp-
ment for the metallurgical industry; Machine tools; Welding equipment and
accessories; Power machinery—pumps, compressors, motors; Quality control
apparatus and devices; Equipment, installations and materials for the genera-
tlon and traunsport of electric power; Tele-communication and electrical engi.
neering equipment; Blectronie control and automation eguipment and appara.
tus; Electrical and electronic research, measuring and control equipment;
Equipment, installations and machinery for tbe oll and gas industry; Equip-
ment, installations and machinery for the chemical, plastics and rubber indus-
tries; Machinery, equipment and installations for the textiles, ready-mades,
leather and Moroccan and folk goods industries, world known for their quality
and beauty based on a very old culture; Equipment, installations and machin.
ery for the mining industry and transport within plants.

Wages and jods—Noun-farm employment is to rise by a quarter mlillion

ple this year, at once higher than the increase planned last year and the
iggest gain of the quinquennium, which foresees a million jobs expansion.

Real incomes of the population per head are to rise 8.89; this year. In the
Initial two years incomes went up 2295.

The real non-farm wage is $78. monthly, wkile the monthly farm wage is $48,,
which fllustrates the government’s boom of the country's industrailzation,
to put in value Its natural resources, which will bring about a faster growth o
the standard of living of the population.

In 1630 the per-capita national income was $80. The per-capita income today
Is $800. The estimated income for 1990 is between $2,500. and $8,000.

The Romanian Government has reduced the State owned Trade Companies by
18 this year, {n order to allow foreign capital investments, under thz new law
for the “mixed corporations”, not only in Romania, but elsewhere in the world.
e:‘spec’!ally fn the fleld of chemlcals, phatmaceuticals, petroleum, coal, steel and
aluminum,

The Romanian Government has taken measures and has instructed its Forelgn
Trade Companles with the purpose to serve the needs of the country, allowing a
greater Inflow of Western investments, as provided in its new law No. 424 of
November 2, 1072, for the “mixed or joint corgoratlons”.

The light consumer items industry sector has elght trade firms, plus another
three related to handicraft corporations. The total eleven fnclude: Tricoexport,
Stirex, Centralimpex, Iplu (a design inatitute), Arpimex, Confex, Romanoex-
port, Romsit, Ilexim, Eximcoop and Icecoop.
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5. According to the comptled information given by the U.8. Journal of Com-
merce, the U.S.A, has @ favorable balance of payments with Romania.

In 1971 the U.S. imported from Romania goods amounting to Twenty-five
Mitllion Dollars and exported to Romania goods in value of Sixty-five Million
Dollars, agatnst the 1973 amounts when the U.S. imports were almost Fifty-six
gllll’lon Dollars, while the exports rose to about One Hundred-Seventeen Million

oliars,

Trade between the United States and Romania in 1974 could near Four
Hundred Million Dollars according to the same source.

This fact is due to the new economic reorientation of the Romanian economy
to the West and particularly to the United States.

As far as the rest of the world is concerned, among non-Soclalist developing
countries, the top Romanian Jmports came from Iran, followed by Egypt, then
India and Argentina, East Europe’s share of the 1972 Romanian import-Qarket
I= the lowest since 1967, while the Industrial West's slice 18 the highest since
1068. The Soviet exports to Romania are the lowest in the last two decades,
compared with the share of Russian products imported in Eastern countries,

The Romanian exports to non-socialist developing countries continue to be to
Lebanon, followed by Egypt and Iran, then India, Brazil, Exports to Israel
rauked bebind Iran, but ahead of most Eastern European members, also Japan
and Capada.

The Industrial West, In market share terms, was worth more to Romania than
ever before In 1072. Proportionately, too, the slices of world sales going to East
Europe and to the U.8.S,R. were the lowest In at least two decades. For
example, the total Romanian Trade with Western countries in 1960 was 22%
and in 1972 it increased to 45% ; while the U.8.8.R. share slice in 1060 was 47%
and in 1972 it decreased to 24%.

6. Romanian Trade with the U.8.A. may doudle in 1974,

Trade between the United States and Romanfa may well double again in
1074, for the second consecutive year, Western experts predict.

With the region of Two Hundred Milllon Dollars in the bag for the last year,
prospects for 1874—propelled hy American exports to Romanla—are goond
enough to near the Four Hundred Million Dollars turnover.

Romania takes delivery this year of 707 Boeing jet planes and several
projects involving American Equipment are getting underway,

Moreover, the Romanians are strengthening thelr own export drive In the
United States In several flelds—meat products, beverages, machine tools, chem}-
calg, farm equipment, ete. .

One important point in the Romanian export picture {8 that the petroleum and
c;:l products category have been accounting for a significant portion of sales to

merica,

The U.8. Department of Commerce reported last year that the petroleum and
oll products accounted for about 809 of Romanian exports to the United 8tates
The same source recently published estimates showing that Romania’s gross
natfonal product was in 1972 Twenty-eight Billion Eight Hundred Milllon
Dollars compared with Twenty-four Blilion Two Hundred Million at the outset

. of the 19708 and Eighteen Billlon One Hundred Million midway through the

1860<. Within Eastern Europe the latest estimates rank Romania ahead of all
the other countries. -

Among the International Economic Organizationg, Romania Is a member of
GATT. IMF, World Bank, U.N. Economic Commission for Enrope and Comecon.

7. U.8. Romania Trade Package approved.

On December 5. 1978. President .Nixon and Romanian President Nlicolae
Ceausescn, In a joint statement pledged to “facilitate economie, industrial and
technological cooperation between U.8. Firms and Romanian enterprises.”
Among the 138 point guldelines for promoting bilateral economic relations. there
were signed an income tax convention, a civil air transport pact and a fisheries
agreement In Wert Atlantic waters,

A special emphasis was put also on machine bullding. electronics, energy,
metallurgy, mining, chemicals, tele-communications, building materials, agricul-
ture and tourism,

Among joint ventures the two leaders mentioned manufacturing and market-
ing activitier, Industrial licensing. the mutual exchange of banks and banking
agencies and “cooperative projects” in third nations.



i

1793

Other *‘guidelines” provided for:

Establishment of a joint Romanian-U.S. Economic Commission to meet an-
nually for “broader” economic relations between the two countries,

A pledge not to expropriate each other’s assets, except “for a puplic purpose”,
and in such cases, the assurauce of prompt, adequate and effective compensation,
From what other country in the world, underdeveloped or in course of develop-
went, has the U.S.A. official agreements which are beneficial to the United
States? Only Romania has closed agreements with the American Corporation as
“*Mixed Corporations”, before both governments have signed such agreements,.
like in the case of Central Data Corporation, Manufacturers-Hanover Trust Co,
éte. - . : -

Mutual protection of inventions, trade-marks and trade names,

Settiements of disputes through arbitration procedures see by the Interna-
tional Chamber of Comnierce in Paris.

The joint statement also suggested that the U.S,, if Congress approved, might
extend equal duty treatment to Romanla, because it is a “developing country”
;l‘hla is an economical position, which Romania has achieved officlally fn Wash-

ugton.

Meanwhile, President Nixon vowed to work for equal tariff treatment for
Romanian products—aduty rates charged now for non-socialist natlons,

At present, U.8. tariffs on goods from Romania, as from most soclalist
countries, average about two to eight times more than the rates assessed imports
from other conntrier. -

The two-way trade between U.8. and Romania grew fourfold since 1069, U.8,
will insure American business in Romania.

According to the U.S. Treasury Department, the United States-Romania tax
treaty, which will be subject to Senate approval, is similar to recent U.S.
treatler with other European countries.

8. The present Foreign Trade detween the United States and Romanta, due to
unfair tarify treatment.

Thé American economy {s struggling to cover the needs for Phenol, Petrochem-
ieals, Polystyrene, Polyethylene, Synthetic Fibres, ete. in the MFN countrles, but
either they do not produce them or the prices are too high. For example:

{m’m from MFN countries lm goty from Romanis

(T plvs
Ritiat

: T

Due to this unfair tariff treatment to Romania, the United States in fact
prevents the efforts for the Romanian industrialization and economlc progress.

Romania has made huge efforts to increase the trade with the United States In
order to pay for the huge fimports from the United States, which show a steady
increase in the balance of payments favorable to America.

It the United States policy is to build a fair and open trade world, the United
States Is morally obligated to assure a fair competition also on the world
markets, What Romania expects, therefore, is an equal and nondiscriminatory
tsatrll! treatment in order to buy all thelr Industrial equipment from the United

ates.

It would be unrealistic for the American Government to expect Romania to
buy all their industrial equipment and technology from the United States, while
impoxing three to five times higher duty on Romanian products,
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__ 9.Need for U.S. Senale separate tariff con.;tderauon Jor Romania.

Section 504 of the Trade Reform Act of 1978, Paragraph (a), Polnt (2), as
proposed by the Administration, states that the President may extend M.F.N,
treatment to a foreign country which has become a party to an appropriate
multilateral trade agreement to which the.United States 18 also a party—which
is the case of Romania,

In 1071, Romania became a member to the General Agreement on Tariff and
‘'rade (GATT) to which the United States is also a member, together with
Poland and Yugoslavia, both Socialist countries, and at that time the United
States supported the Romanian membership. Under this agreement Romania
assumed duties which are similar to duties assumed under M.F.N. bilateral
agreements.

It 18 also important to note that there are three separate Bllls introduced and
sponsored for the M.F.N, for Romania earlier last year, namely :

1. 8.1085 by Senators Walter Mondale, 8 member of the Senate Finance
Committee, which handles tariff bills; and Senator Edward Brooke ;

2. H.R. 1081 by Representative Joe Waggoner, a member of the House Ways
and Means Committee, where tariff bills are handled; and

8. H.R. 2034 by Representative Paul Findley and seven other members of the
House Ways and Means Committee,

10, The United States should consider granting M.F.N. status to any cosintry,
based on her independent economio merits related to the U.8. economy and her
international performance. :

The American Government has repeatedly declared publicly and at the
International Conferences that the U.S.A. believes in treating the world nations,
whether large or small, as totally sovereign and as equals, '

President Nixon has declared publicly that the Romanian contribution to the
world cooperation and peace is a well known fact, especlally in the U.8. efforts
to reach an understanding with the Soviet Unlon and the Peoples’ Republic of
China, in order to achieve peace in Vietnam. The Romanian Government's war
debt has been fully settled and paid since 1961. R

Romania today has world wide friendly relations with all the nations in
Europe, in Asia, in Africa and North and South America. oot

Her basic principles were very clearly defined during the Buropean Security
Conferences, both in Helstnkl and Vienna, that she intends to be an independent,
peaceful and sovereign State.

Among all Soclalist countries, Romania has agreed to participate in mixed
corporations on an equal basls, in the countries where the foreign investments
ffme from, which provides complete assurance of their honest economic inten-

ons. _ : 3
In the first place it would be unfair to the American investors in Romania not
to grant them the M.F\N. ) ‘

Here I8 an opportunity for the U.8. Congress and Senate to grant Romania the
M.F.N. treatment, based only on her own political merits and international
economlc performance.

I feel it iz a duty for all Americans to support the President’s Trade Reform
Act of 1973, which advances the cause of freedom, Independence and lasting
peace through World Trade and prosperity.

SOURCES OF FECONOMIO STATISTIOS AND INFORMATION ABOUT ROMANIA

1. The U.8. Jorunal of Commerce of January 14th and February 27th, 1074,

2. The New York Times Magazine of Feebruary 24th, 1074, Section 6.

8. Chase World Information Corporation, East-West Trade Consultants.

4. Bganc;s& ;Veek Magazine of December 1st, 1978 (pp. 40-44) and December

5. US. Commerce Department. . .
Scnator Packwoon. The next witness is Lt. Col. Starr West Jon
While the colonel is coming up let me.explain again aur time limit.

We have, after Colonel Jones, five sets of witnesses. Woe are trying to

hold to & 10-minute limit on direct statements so we can have time

for questions and get done this morning. I will hold very firmly to

this rule. Colonel
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STATEMENT OF DR. JAMES H. SHELDON, VICE PRESIDENT OF
. RESEARCH CERTER FOR RELIGION AND HUMAN RIGHTS IN
~ OLOSED SOCIETIES ACCOMPANIED BY REV. BLAHOSLAV HRUBY,
- EXECUTIVE DIRECTOR

Mr, SaewboN. Mr. Chairman, I am not Colonel Jones. The request
was that Colonel Jones and myself, and incidentally I am Dr. James
Sheldon,‘alppear. It so hapf)ex}s that Colonel Jones edits one of the
-most widely distributed religious publications in the world with a
‘number of international editions and he had trouble with deadlines
today. His statement, however, is that of the executive committee and
the board of directors of the Research Center for Religion and
Human Rights in Closed Societies, of which I am vice president.
I am accompanied here at this moment by our executive director,
Rev. Blahoslav Hruby, a Presbyterian minister of Czech birth.
. Our special concern is the retention in this bill of the material
commonly known as the Jackson-Mills-Vanik aniendment, which I
believe is supported by a majority of the Members of both Houses in
its submission and stands before you.

The Research Center was formed to help expand and support the
area of human and religious freedom in the world. This is a cause in
which America has been concerned ever since the days of the May-
flower Compact and the Declaration of Independence. We strongly
favor ani steps that expand the area of mutually beneficial trade
because they help to improve the lot of all peoples, however, it is the
established practice of most countrics and ours in particular to make
certain that negotiations, looking forward to new extensions of trade.
are two-way streets with a give and take involved.

We favor detente but' only wher it is & two-way street. We favor
the expansion of trade but only when it is a two-way street.

Now, we are being asked in this bill to open the way for most-
favored-nation treatment to the Soviet Union and other countries in
~ the nonmarket economy. I think our position comes perhaps from the

Bible as well as the Declaration of Independence and the Bible
teaches us that all men are brothers and we must be concerned with
each others’ welfare, Trade is a part of that welfare, but only a part.
Other parts are: a right to practice one’s religion, a right to speak
freely, a right to move freely about, a right to leave one’s country
and to return to it.

In short, we believe that morality as well as economics should have
something to do with our world affairs. -

Senator Packwoop. I would agree with you and I am a supporter
of that amendment. Let me ask you, because & number of the business
groups have been opposed to leavin% the Jackson-Vanik amendment
in. Not because it is immoral but use it is not germane and
shouldn’t be in the trade bill. This is the argument. In a trade bill
how far should we go in what Russia does internally? How much is
our moral business{ Should it extend to freedom of the press{

MRr. SuewboN, I think that since the adoption of the Universal
Declaration of Human Rights, negotiations might legitimately ex-
" tend to any of those freedoms. The particular freedom involved in
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this amendment and now a part of the bill is perhaps the most basic
of all because it has to do with the right of people to move freely and
if necessary to become refugees in some other countries.

This right of movement is perhaps the most basic of all and it is
one that doesn’t really concern the internal affairs of the country. It
concerns the external affairs also in the sense that it has to do with
the right of the movement of people.

Now I am aware that a lot of people say that this ought to be dealt
with separately. I understand that the Secretary of State has so
testified. We would take strong issue with that. The question of
human rights ought not to be one that would have to be raised at all,
but if they are denied in a country that is about to become our
trading partner under conditions where we extend credits and in-
vestment guarantees and so on, which indeed uses tax money taken
out of the pockets of all of us, then I think we are entitled to some
quid pro quo in terms of improving the whole state of the world and
helping people who are not able to help themselves. This has to do-
with the peace of the world.

Senator Packwoob. Well the question——

Mr. SueLpoN. And if I might just have one more statement,
because if you don’t have a degree of freedom of movement recog-
nized and other freedoms, you are going to have to go to war.

In this case I think that you and the others who sponsor this
amendment have made yourselves the consciences of the world and
also the sBokesmen for many, many thousands of people who have no
other spokesmen.

Senator Packwoon. I thinkwe ought to put a dose of morality in
much of the legislation that we pass. I also Enow if we were to try to
apply most of the freedoms expressed in the U.N. Declaration of

uman Rights to most of the countries in the world that do not
observe them, we would have trade with almost none of them if our
insistence was that unless thoy observed these rights we will not
trade or extend most-favored-nation. g

I just want to find out how far should we go. You and I agree on
emigration. How much- more should we demand? I am trying to
think what the United States would think if other countries de-
manded certain things of us. For instance, we restrict emigration for
certain people under indictment for trial and will not allow them to
leave the country ndinf trial.

Mr. Suerpon. 1 would separate the right of emigration from the
right of exit. I appeared before some other committees some years
ago in support of liberalization of immifration policies to the extent
of doing away with ethnic barriers and so on, a change which was
made several years back. But here we are dealing with this just one
very basic element. And I am suggesting that it is appropriate to
invest upon that element because we are making important conces-
sions besides just a matter of two-way trade. We are making conces-
sions to a country which badly needs to purchase a lot of materials
from us, & lot of technology and technological material and so on,
which will help to shore up its military status. .

So the question of our military arrangements with the Soviets is
also involved. And also they are asking to do this on a credit basis
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which means using our money at least for the immediately foreseea-
ble future. Therefore the situation, and the same is true with all of
the nonmarket economy countries, therefore the situation is a little
different from negotiating a treaty with let us say Great Britain,
with the United f(ingdom, where ‘this kind of issue tvould not be

involved. .

Senator Packwoop. What about Red China? We will scon be

negotiating trade agreements with them I judge.

fr. SueLpoN. I would certainly feel that the same rules anly
there. And under another hat, as a foreign correspondent, I have
talked with at least two score refugees from mainland China within
the last couple of years in all of the countries surrounding that area.
There is a complete limitation on exist from Red China. If you go to
the border at on% Kong, if you went there a couple of years
anyway. you would see a row of little pill boxes on the Peoi)les’.
Republic side. When I first saw that row of pill boxes I had to look
at my map. I thought that I had gotten my directions wrong because
the guns seemed to be pointed in the wrong direction. They weren’t
Eointed towards Hong Kong; they were pointed towards China to

eep the people in,
lot of correspondents mentioned that beside myself and the last

time I was there the pill boxes had been removed. But they typify
the problem and so you have thousands of ¥oung university gradu-
ates losing their lives in the risky business of swimming through the
shark-infested waters of the river there at Hong Kong just to get out
of the country. ;

I think we ought not to make a deal where we are, again, pay for,
through our loans and guarantees, pay for their side of the trade as
we!” as our own. We ought to make such a deal without selling out
the rights of people to get out.

Senator Packwoon, me ask you further. Are there any other
rights we should insist upon? .

fr. SuELDON. Yes, but I suppose you can’t ask for everything at
once. This basic right that is contained in the amendment I believe is
the one with which to begin. Perhaps then with a little work the
next thing will be a little more freedom of information. If people
have the right to go and come, you have to get more freedom of
information and you are in & better Position to argue for it. You
have to begin to have some freedom of religion if people are free to
go and come. : R

So I think that the framers of this amendment were very wise in
picking this particular right as the one on which to concentrate. And
of course we have already heard a great deal about the question of
the migration of Soviet Jews to Israel; a matter in which our group
is gamcularly concerned. .

wounld like to have a vesolution of ours inserted in the record as
part of my testimony if I may at this point. ~

Senator Packwoob. It will be.! L

Mr. SueLboN. So that I beliove that if we stay put in this place,
with this amendment, we may start & whole new picture with regard

t Bee p. 1801,

~ -



1798

to human rights and world affairs. It is nothing new to negotiate
over a lot of things when you negotiate a trade bill.

Way back in the early days; we took 14 years negotiatin% o trade
treaty with France. Albert Galaton and Henry Clay were the archi-
tects of that. The main thing technically involved was the tariff on
French wines. What actually was involved was the settlement of a
whole string of matters growing out of the Louisiana Purchase.
Years ago when I taught international law, I insisted that my whole
student body read this whole set of negotiations. It took us 14 years
of negotiations and it was technically a trade treaty about duties on
wine.

This is nothng new in American history although, for awhile, we
tried to tell ourselves in the 1920’s and early 1930’s that we could
separate trade from other things, but now the world has changed
again and trade is inevitably tied up with our military relations,
with the security of the world’s peace and so on. How can you trust a
country where a society is totally closed, where there is no freedom to
know at-all?

Senator Packwoob. I don’t trust them at all. I am just curious how
far the United States should go. We got burned in Viet Nam when
we went in and attempted to impose upon them some of our ideas of
government and what kind of freedoms we thought they should have
or try to have. I am just curious how far we should go in imposing
what we think other countries ought to have.

Mr. SuerpoN. Yes. What I would like to do, and I take it the
Senator would also be interested, would be to include a lot of free-
doms, but you can’t do that and make it all at once. So I believe that
_this selection of the right to go and come is just about the most basie

of the human rights, and is the one to select. .

And I think that there is no parallel with the Viet Nam situation;
a situation which I would love to discuss but I kmow you don’t have
time now.

Senator Packwoop. No, I'm afraid we don’t.

Mr. SueLpoN. However, there is no proposal or no possibility
rather that we are going to send an army or a navy or an air force to
compel the Soviets to accept a steel mill from us or to accept the_
know-how to o‘;:erate an assembly line or to accept some more wheat.

And I think it is utterly unlikely that anyone would sugfest
sending the Air Force in to collect what is due under this bill in
that regard. All that is proposed here is one stark fact, to make it
easier olr the Soviets to purchase things like those using credit which
we supply.

Senator Packwoop. Do you think that we ought to withhold all
most-favored-nation status or any kind of trade agreement with
Russia until they are willing to pay off financial debts of their
predecessors?

Mr. Sueroon. I would not think so.

Senator PaAckwoop. Why ¢ ,

Mi. Sueroon. But in negotiating general loans and the like, if we
were ever to do so, we should deal with that.

Senator Packwoop. Why not in this bill? We are going to have
some witnesses a little later on who are going to testify to that effect,
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but why shouldn’t Russia be held to its contractual obligations to
citizens in this country?

Mr. SnerooN. There is no reason they shouldn't be, but on the
other hand I think that one has to make some kind of tradesman’s
judgment as to how many things you can put into the bill at once. I
mean, if you get this one thing, you have then started a whole series
of new developments. ,

I think if we put a whole series of things in it, which I 1[l)eraonully
would like to ses done and I know you would, we might end 1‘3
without being able to negotiate a trade treaty at all. And I thi
there are some advantages in doing that.

Senator Packwoop. Doctor, I've got to stop you because the bell has
rungdand your entire statement and the resolution will be in the
record. '

Again, we appreciate your statement and thank you for coming.

Mr. SuerpoN. Thank you.

With your permission I would like to leave with the chairman a
cogz of a monthly publication of our agency also.

nator Packwoop. Thank you. .

{The prepared statement of Colonel Jones and Mr. Sheldon and

material submitted for the record follows:]

STATEMENT OF RESEARCR CENTER POR RELIGION AND HUMAN RIcHTS IN CLOSKD
fo.7]

(Br L1, Cov. (RET.) STARR YWEST JONES, PRESIDENT, AND DR, JaAMES H.
SHELDON, VICE PRESIDENT)

SBUMMARY

The extension of most-favored-nation treatment to nonmarket economy areas
brings large economlic advantages to them. We should require, in return, from
benefiting nations some improvement in the granting of human rights—to thus
help assure future peace in the world. The Research Center for Religion and
Human Rights therefore urges that the provisions of the Jackson Amendment be
retained in the Bill, While we favor detente, we are keenly aware of the danger

“of a Second Munich—and we believe that the provisions of the Amendment will
help guard against that danger.
STATEMENT

Mr. Chairman, the Research Center for Religion and Human Rights in Closed
Socleties was formed to help expand, and support, the area of human and
religious freedom in the world.

This is a cause in which America has been concerned since the days of the
Mayflower Compact and the Declaration of Independence. These are purposes
embodied in the Constitution of the United States, and more recently in the
Universal Declaration of Human Rights.

We strongly favor steps that expand the area of mutually beneficial trade,
and the free exchange of peoples and of ideas, anywhere in the world—because
these help to improve the lot of everyone concerned, and make the possibility of

anent peace more likely, .

It is the established practice of most all countries, however, and of the United
States in particular, to make certain that all negotiations looking toward new
extensions of trade (or similar exchanges) be mutually beneficial, and if
possible also beneficial to the world.

In other words, we are concerned with a two-way street:

Wae favor detente, when that is a two-way street,

We favor trade, but when that, also, is a two-way street. :
We are being asked, in this Bill, to open the way for most-favor:-d-nation
treatment with respect to the Soviet Union, and other countries in the nonmar-

ket-economy area.
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We belleve that in making such extensions, which include important credit and
investment advantages, we must also consider some very basic principles for.
which the United States has so long stood—and the expansion of world trade is
only one of them,

The Bible teaches us that all men are brothers—and must be concerned with
each other's welfare. Trade I8 a part of that welfare—but only a part. There are
other matters involved—basic human rights: such as the right to move about
freely, the right to worship freely, the right to free speech, ete.

This country has recently fought three wars for the freedom of the individ-
ual—and our tradition is to support the enlargement of that freedom, every-
where. To negotiate new areas of trade, without being mindful of this fact,
would mean that we had failed in an obligation to our history, to our citizens
today, and to our fellow-men in other countries.

In short, we believe that morality, as well as economics, must govern our
negotlations with the Soviet Union and the other closed societies with whom we
may make agreements under the terms of this Bill.

We must ask ourselves, how does this affect the welfare of people?

q l:n :23 Universal Declaration of Human Rights, the nations of the world have
eclared :

“Everyone has the right to freedom of movement and residence within the
borders of each state. Everyone has the right to leave any country, including his
own, and to return to his country.” (Art. 18).

And again, we read:

“Kveryone has the right to seek and to enjoy in other countries asylum from
persecution.” (Art. 14).

Events today make it obvlous that these rights are not avallable to thousands
upon thousands of people in the nonmarket-economy countries. .

The recent sensational incidents, surrounding the exile of the Nobel Prize
winning author Alexander Solzhenitsyn, provide one striking example, affecting
the USSR. The increasing number of young intellectuals who lose thelr lives
trying to leave the Peoples Republic of China provides other examples, as also
does the very existence of the Berlin Wall.

Some people will ask, what do the rights of these people have to do with
trade—with “doing business”?

We would respond : The Soviet Unlon and the other nonmarket-economy states
have obvious need to do business; and it I8 now being proposed that we meet
some of thelr needs by making avallable a considerable array of credit and
banking privileges. Specifically, it is proposed that what is called “most-favored-
nation" rights be extended to them.

Such an extension of trade areas 18, in itself, desirable: but, as already
noted, we believe a two-way operation must be invoked. It is here that we
believe the Bill before you requires the retention of the amendment as has been
proposed by Senators Jackson, Ribicoff and 76 others.

We contend that if the Soviets are sincere in their desire for true détente, then
they must demonstrate it realistically, by a willingness to compromise. The
Jackson amendment provides them with the opportunity for such a realistic
move, Without some such giving on the part o7 ‘he Soviets a two-way détente is
not possible,

To extend the most-favored-nation area inco the nonmarket-economy region in
itself involves certaln risks to the American taxpayer, and some major readjust-
ments in our home affairs. To incur these risks, without being mindful of the
unique opportunity which history has presented us for bearing testimony to the
concept of freedom, would mean that we had made unjustifiable concessions to
unreciprocating governments who maintain a different and less-free soclety. It
would mean that détente had become merely & one-way street.

Andre Sakharov, the Soviet physicist, who has long been one of the chlef critles
of his government’s totalitarian repressions, has in recent writing surged “con-
vergence” hetween the Soviets and the West ; hut at the same time he warns the
West about what he calls the “hidden dangers” of a false détente, a collusionist
détente, or a capitulation détente, )

We bLelieve that Sakharov's warning coincides with the danger we see In
granting most-favored-nation status without receiving in exchange some tangible
benefits from the Soviets, benefits that will help insure peace in the world, At
least 3ne such concrete benefit would be ensured under the terms of the Jackson
amendment.
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The Secretary of State was quoted recently as saying that these freedoms,
such as the Jackson amendment calls for, will be forthcoming later, in good
time, without demanding them in this Trade Bill.

We ask you, gentlemen, did the peace which & totalitarian government
&mu:ls;;l to Prime Minister Chamberlain come after he sigued, so trustfully, at

unic

This Trade BIill, if passed without the provisions of the amendment, may
become a similarly tragic document.

To barter away our free trade, with all its tremendous advantages, in
exchange only for money or goods would be to dishonor every American who
fought for freedom for ourselves and our Allles in the last three wars. Are the
sacrifices of those lives, careers and fortunes to be now traded off for nothing
more than dollars and shadowy promises?

The objectives being sought in the amendment are simple, and they do not

~ affect the infernal conduct of other countries. What we ask is only that, in thelr

eriernal relations, the other parties to any negotiation under this part of the
Bill, will agree to implement for their citizens the principle that men and
women ghall be permitted the free exercise of the right of exit. _

Mr. Chairman, it seems to us that an opporthnity is actually before us in this
Bill to ask for much more. Yet what is provided in the amendment is only one
of many freedoms that ought to prevail in nations everywhere—and we believe
this one is a bare minimum, without which a most-favored-nation status should
not be granted. .

There remajns but one question. Some have said, why do we not deal
separately with trade and with human rights? Why must these matters be
Incorporated into one gingle package?

The answer §s very simple. It should not be necessary to raise questions of
human rights at all—bnt, 1t they are denied in a country that is about to become
our trading partner, {.en it i3 up to us to use the leverage of our negotiations to
bring about some improvement.

Permanent peace is not possible until nations remove the causes of war. The
denial of basic human rights is que of these. An opportunity to remove one such
cause of war, without resort to force of arms, is not apt to present itself again
in the near future, -

To fail to use such an opportunity, when it is before us, would be to fail our
obligations to our own citizens and to thousands of human beings whose
misfortune It is to have no one to negotiate on their bebhalf. You, the members of
this Committee, can therefore become the advocates for these voiceless
thousands.

A few weeks ago, when discussing this Bill on television, one gentleman who
heads a committee on extension of trade said in effect: “Oh, they only want to
buy our Pepsi Cola.”

There I8 no harm in people drinking Pepsi—or any other cola, we might add—
but cola i8 only one item in a free trade. It i8 heavy industry and critical
sclentific technique which the Soviets want, and will get, once we grant them
most-favored-nation status. That priceless trade will help to build a strong
economy within the Sovjet Union; and let us remember that military might rests
upon the strength of a nation's economy. Unless we secure from the Soviets, in
exchange, a realistic proof of sincere, peaceful cooperation, then we will have
been utterly naive: in spite of our much vaunted Yankee sagacity we will have
been bested in a trade deal, by a subtle and dangerous “Cola diplomacy”.

Gentlemen, we urge you to retain in this Bill the provisions of the Jackson

-amendment.

STATEMENT oX THE MiopLE EAST

(Statement Adopted by the Board o Directors of Research Center for Religion
and Human Rights in Clor .d Societies on November 28, 1078)

PERIL TO WORLD ORDER—TERRORISM-—DISREGARD OF RICHTS OF PRISONERS—OIL BLACK-
MATL~—PERIL OF A NEW MUKICH AND A NEW BOVIET IMPERIALISM——AMERICAN
POLIOY SUPPORT FOR ISRAEL

We are deeply concerned by the peril to freedom which has been created by
the war in the Middle East. The danger takes many forms—

——
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PERIL TO WORLD ORDER

For the first time in history, observers acting for the whole international
community (the United Nations Truce Supervision Organization) were able to
report definitely as to which side started the fighting. They reported that troops
of Syria and Egypt marched, without provocation, against Israell positions,
moving on exactly the same time schedule. The United Nations has falled to
recognize this basic truth in its actions.

TERRORISM

Terroristic acts by illegal and paramilitary groups have been allowed to
continue, without any discernible effort of Arab governments to prevent them.
When guerrilla forces made tllegal forays across the Jordan River or the Syrian
boundary, no government made effective efforts to control such actions. We
recall that when terrorists assassinated Israell athletes at the Olympic Games
in West Germany, the Arab leaders did not denounce the action—even though it
took place in a neutral land.

There 18 no code of ethics, anywhere, that can justify punishing innocent third
parties, in countries not party to a’ dispute, as part of an endeavor to achieve a
military purpose—whether that purpose be good or bad.

DISREGARD OF RIGHTS OF PRISONERS

To this day, the Syrian government has refused to exchange lists of prisoners,
to exchange wounded prisoners, or to allow Red Cross inspections, all this in
violation of the Geneva Convention.

A basic matter of humanity is involved here. The world cannot stand idly
aside when such vlolations of human rights take place.

OIL BLACKMAIL

The threat of an ofl embargo, intended to coerce sovereign nations not
Involved in the Middle East fighting, is dangerous to the peace and security of
the entire world. The use of such methods threatens the industries, the jobs and
the rights of people everywhere. )

No state or group of states, using such means, has the right to plunge the
world into economic chaos, with attendant suffering of millions of people, and
with the possible danger of general warfare.

THE PERIL OF A NEW MUNICHE AND A NEW BOVIET IMPERIALISM

The true protagonists in the Middle East are the Communist totalitarian
world and the free world. It is in the interest of justice, and in the interest of
democracy throughout the world, to ensure the security and existence of Israel,
as the only strong outpost of democracy in a region that is critical in both
military and economic terms.

Without enormous Soviet armaments, the Egyptians and the Syrians would
not have been able to mount their attack. Since the outbreak of the war, the
Sorviets have resupplied these countries with at least 200,000 tons of new
weapons delivered by sea, plus unknown quantities delivered by air.

America, and the free world, cannot stand by while Communism seizes the
crossroads between Europe, Asia and Africa, along with its enormous petroleum
deposits—energy sources which the Soviet Union does not need for its own
purposes, but would like to control as a means of enlarging its area of
hegemony. Such a result would reduce many countries to the status of Soviet
satellites, and threaten the way of life of the entire free world.

AMERICAN POLICY

The United States must beware lest our efforts at detente resuit In steps
whereby America offers tangible benefits to the Soviet Union in exchange for
nothing more than a softening of Moscow's propaganda rhetorie.

We must use every means to make sure that other free nations, and the
members of NATO, understand this peril—and realize that present Soviet policy
is merely an extension.of the Czarist ambition to make the Mediterranean the
Southern boundary of Moscow's power,
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America should use every resource of economic power, diplomacy and interna-
tional negotiation, to prevent the extension of Communist control which is
threatened so clearly. .

At the United Nations, we must prevent the endeavors of the Moscow-Cairo
Axis to rewrite history by their attempt to substitute for a concern for refugees
A plan to “liberate the Palestinian nation”—which is only a enphemism for the
de:::mction of Israel as a soverelgn and recognized member of the family of
nations,

At home, we must not succumb to the threat of oil blackmail.

SUPPORT FOR ISRAEL

In the Middie East, we must make sure that the fragile cease fire 1s
preserved, by supplying to Israel such support as she may need in order to
maintain at least a balance of power, while negotiations proceed along more
permanent lines.

If the Western World is to capitulate to the destruction.of a small free
nation in the Middle East, and sacrifice its freedom to an expansion of the area
of Communist control or hegemony, then our children may well say that this was
a generation of blinded leaders and governments devoid of moral principle.

AN AprPEAL OF Sovier JEWS 10 THE CoxoRESS oF U.B.A, -

Magcy 8, 1078,

We, the Jews of the USSR, fighting for our repatriation to Israel, hereby
appea!l to the Congress of the USA because In our eyes it is not only the highest
legislative organ but also the body expressing publie opinion in the country.

The ever growing attention of the public and of the Congress of the USA to the
problem of the free choice of one's country of residence and, in particular, to the
problem of the repatriation of Soviet Jews to Israel, testifies to their profound
understanding of this guestion that is of vital importance to us and to thelr
interest in & just and humane solution of the problem,

This is the reason why we would like to give a brief description of the existing
situation in the matter of the repatriation of Jews. This is particularly neces
sary at present because lately unconscientious propaganda has been trying to
create the fliusion that there has been some sort of positive progress in the
matter. However, nothing like this has been taking place.

What is the aim of our struggle?

We demand the recognized and legally guarantded right for every Jew who 8o
wishes to go to Israel. The handouts, distributed from case to case in accordance
with the political situation, cannot satisfy us, the Jews of the USSR, and they
should not mislead our friends. It is this basic right that we are denied. We have
only the right to petition for emigration. The decisions of the authorities remain
absolutely arbitrary, but, in order to create an appearance of respectability in
the &leyes of the public opinion in the West, the refusals are given an imaginary
legal basis.

“HAVIRG INFORMATIOR"” OR “SECRECY’’—OBSTACLES TO EMIGRATION

Thus, in the interview given by the Deputy Minister S8humilin, on December 22,
1072, it was stated that the limitations on the right to emigrate are applied only
to those who by the character of thelr activities had been connected with work
involving interests of State. On the basis of this provision, the great majority of
scientists and qualified speclallsts in the spheres of physics, chemistry, electron-
fes, calculating machines and other spheres of sclence and technology, as well as
a number of economists, historians, jurists and journalists, who had worked in
absolutely open and ordinary establishments, get refusals, which are unlimited
by time and which are based on reasons of “having information” or “secrecy.”

It should be stressed that the concept of “having information” or of “secrecy”
has nothing tn common with the concept accepted in the West, where secret work
access to secret information and the obligations undertaken in connection with
this, causing a temporary limitation of certain civil rights, are clearly defined.
In the USSR, however, it 18 a matter of indefinite regulations that have not been
made public anywhere.

In a country where even access to a number of foreign publications is not
open to all citizens, the argument of “secrecy” i8 very convenient in order to
refuse whomever one wants.

30-220—T4~—pt. 8—=0
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In addition, the so-called “registered access” merely means that the person
concerned had been checked and can be permitted to read material of a
confidential nature. This does not mean, however, that he had in fact carried out
secret work or that he is {nformed of State secrets. Quite often the “secret”
work, which serves as an obstacle for emigration, concerns matters that had
taken place ten or fifteen years ago, or even during the Second YWorld War. This
Is in spite of the fact that it is well known that even the gravest secrets are
outdated in two or three years. In giving refusals, the authorities also refer to
the presence of “a high informative potential.” Nobody knows exactly what this
i8. Evidently this means having a wide mental outlook, which permits the person
detalned to judge the standard of science or technology in his sphere,

References are even made to the access to secret information on the part of
relat{ves who remain in the USSR and who have no intention of leaving the
country.

In light of the above it becomes clear that it would be difficult to find a
person, working in the sphere of sclence or of industry, who could not be
refused, if so desired, an emigration permit on the basis of one of the points
mentioned above. The official and public statement of Deputy Minister Shumilin
to the effect that it Is even a secret to explain to the person interested the
essence of his “secrecy” and the length of its effectiveness is a good illustration
of the atmosphere of arbitrariness that exists in the matter.

The arbitrariness and the groundlessness of these pretexts are clearly demon-
strated by the fact that a number of persons, who had allegedly also had high
“secrecy” and had had thelr emigration permits refused for this reason, were
suddenly given emigration permits in October 1972. .

EMIGRATION TAX CONTRARY TO UNIVERSAL DECLARATION OF BUMAN RIGHTS

In addition to the argument of “secrecy,” the Soviet authorities also make use
of the prohibitive tax on education for the purpose of limiting the emigration of
specialists. Certain persons in the West might get the impression that the new
and widely publicized changes in the instructions for exacting payment of the
education tax have greatly eased the situation. This would be a great error. In
reality, the tax is contrary to Statute 121 of the Constitution of the USSR and
to the Universal Declaration of Human Rights and is applied retroactively to
persons who had recelved their education long before this normative act was
adopted. In addition, in the calculation of the sum of this tax, the expenditure
for education has been over-estimated to twice its amount and the period of
repayment has been made five times as great. Exemption from the tax has been
given only to part of the invalids and of the pensioners, depriving them at the
same time of their life-term pension.

However, these changes have had almost no effect on the great majority of
persons with higher education (the average age of the repatriates is 27). In the
future a young specialist with a university diploma wtll have to put aside the
money for the ransom (with the officlally recognized rate of savings—68% of the
salary) not for 125 years as before, but only for 90.

All the above-stated clearly shows that there has been no lessening in the two
basic obstacles to repatriation of the Jews. And, in spite of a certain quantita-
tive growth of the number of repatriates, connected in particular with the
increase In the number of persons applying for issue of exit visas, the policy of
the authorities towards those who insist on their right to emigrate, has become
considerably harsher. .

HARASSMENT AND PERSEOUTION

As before, the Jews who have applied for emigration are forced, as a rule, to
leave their jobs or are dismissed. In such a case a speclalist is forced to look
for any kind of work, including unqualified physical labor. Frequently he is
deprived of that work as well and is afterwards persecuted as an idler.

Cases of judicial and extra-judicial persecution are becoming more frequent -
and more and more harsh, These cases include prison sentences for collective
appeals to Soviet authorities, arrests of Jews without reason or explanation, ete.

This happened first during President Nixon's visit to Moscow, and since then it
became a sorry tradition and an integral part of holidays or of solemn
occasions in the Soviet capital,



1805

Ot particular concern are the unceasing trials of Jews who wish to go to
Israel. In 1972 eight persons were convicted. In February of 1973 Lasar
Lubarsky was sentenced to four years. Isak Shkolnik {8 now awalting trial.

This great and tragic subject deseérves fuller explanation. Therefore in this
letter we shall not dwell on it.

The amnesty, declared on the occasion of the Fiftleth Anniversary of the
USSR, has freed scores of thousands of thieves and hooligans, but it has not
:oulchedla single one of the Jews convicted in connection with their desire to go
o Israel.

OUR ONLY DESIRE: GO TO ISRAEL

Our situation is becoming worse. Further repressive measures might be taken
against us, even though the authorities know very well that we have no
underground activities or secret plans, we have no secret organizations, we have
3113 the desire to go to Israel and the resolve to fight for the realization of this

esire, :

We think that the public and the Congress of the USA should know the truth
about the problem for which they demonstrate interest and understanding,

Signatures: Moscow—115; Kiev—17; Leningrad—34; Riga—37;
Kishinev—38; Vilnjus—33; Minsk—3; Kharkov—4; Odessa—3; and
Tbilisi—3. B

Senator Packwoon. Qur next witness is Mr. Edwin S. Marks. I see
you have Dr. Beck with you, is that right

STATEMENT OF EDWIN 8. MARKS, PRESIDERT, CARL MARKS & C0,,
INC. ACCOMPANIED BY DANIEL COLLIER, A VICE PRESIDENT
AND MANAGER OF THE FIRM'S INTERNATIONAL COMMITMENTS
DEPARTMENT, AND DOUGLAS SHANKMAN OF THE FIRM'S INTER-
NATIORAL COMMITMENRTS DEPARTMENT; AND DR. HUBERT
PARK BECK, CHAIRMAN, RUSSIAN DOLLAR BONDHOLDERS COM-
MITTEE OF THE UNITED STATES

Statement of Edwin S. Marks

_ Mr, Margs. Thank you. My name is Edwin S. Marks, president of
Carl Marks and Co., Inc. of New York. We are foreign securities
specialists for over 48 years. With me is Daniel Collier, our vice
resident and manager of the firm’s international committments
epartment——

nator Packwoop. And the name of the firm is really the Carl

Marks Co.

Mr. Marks. That is right. That was my dad. :

Senator Packwoop. I might state for the benefit of the audience
that the name is spelled C-a-r-1 M-a-r-k-s. It is not the same slgglling.

Mr. Marks [continuing). And I also have with me Douglas
Shankman of the firm’s international commitments department. I
wish to discuss the defaulted and repudiated Russian (Government
dollar bond debt and Mr. Chairman, specimens of which I request be
inserted into the record—and its relation to the present legislation
including the implications of extention of credit to the Soviet Union.
Our firm has a position in such Russian securities, and has been a
market maker in these issues for about 40 years. These bonds origi-
nally were offered to the American public by a syndicate consisting
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of J.P. Mo’igan and Co., the National City Bank of New York, the
Guaranty Trust Co: of New York, Lee, Higginson and Co., and
Kidder, Peabody and Co. ‘ .

We fear that any legislation which would permit the irantm of
most-favored-nation treatment to the Soviet Union and the de facto
repeal of the Johnson Debt Default Act——

nator Packwoop. What is the Johnson Debt Default Act?

Mr. Marks. That was an act cnacted by Congress in 1934, which

grohlbxted the private sector from lending to any government in
efault or who had repudiated their obligations; an act refusing any
further credits.

Senator Packwoop. In the private sector?

Mr. Margs. That is correct. Well, actually the default has to be a
default to the U.S. Government. So what you say is correct unless
thg are member of the World Bank and the International Bank.

nator Packwoop. So not to a citizen per se or an individual
bondholder, but to the U.S. Government? This applied to any coun-
try in the world if they were in default in obligations to the United
States that no private citizen or lending institution could extend
credit to that country, is that right{

Mr. Marks. Yes.

Senator Packwoop. Thank you.

Mr. Marks [continuing]. While this Russian-United States dollar
bond debt remains in default and repudiation, will jeopardize the
rights of bondholders who may feel that their only recourse for
justice after all these years is the U.S. Government. Marshall

Vright, Acting Assistant Secretary of State for Congressional Rela-
tions, wrote the following:

Since the conclusion of the lend-lease settlement, we have been considering
when and under what circumstances we can most effectivély pursue bond claims
and other private clalms of American citizens against the Soviet Government.
We have not yet reached any decision as to possible timing and modalities.

Gentlemen, we believe that the time for action is now.

Durin% World War I, an agreement was reached between the
Russian Ministry of Finance and a syndicate of leading American
financial institufions, to issue to the American public a $50 million,
614-percent 3-year credit in July 1916 and $25 million 514-percent 5-
year bonds in December of that year. o )

Today, there still remain these $75 million prmcx%al amount issued
and outstanding plus over 50 years of interest thercon. The vast
majority of these bonds are believed to be in the United States,
estimated to be owned by over 8,000 Americans in about 40 States.

The U.S. Government has recognized the validity of these bonds to
the extent that some holders of Russian dollar bonds have received
partial payments throuﬁh awards of the Foreign Claims Settlement
Commission under Public Law 285 of 1955, if bondholders filed a
claim with the Commission before March 81, 1956. Apparently, the
many gears of offorts by the Foreign Bondholders Protective Coun-
cil, to have this bonded debt settled, have produced no results,

In a recent letter concerning this regudmtlon, U.S. Secretary of
Treasury, George P. Shultz stated that “the U.S. Goyernment has no
%nten,\tion of abandoning claims which are valid under international

aw.” -
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Last year our Staté Department put it this way:

The United States does not recognize the right of the Soviet Union, or any
other state, to repudiate international obligations undertaken by the predecessor
government. We believe that these obligations are valld under principles of
international law, and intend to take no step which could be construed as a
walver of these principles which are fundamental to the conduct of our foreign

relations.

Senator Packwoon. Let me interrupt again. These bonds are held
solely by private citizens?

Mr. Marks. Yes sir.

Senator Packwoob. This was not a government-to-government deal
or approved by the Government but it was simply to private citizens
in this country ¢

Mr. MARkS. Yes.

Senator Packwoop. And you are suigesting that even though it
was strictly a private marketing of these bonds, it should be an
obligation of this country to help these citizens collect what, in
essence, is a private contractual obligation{

Mr. Marks. The State Department has told us that it is an expous-
able cause.

Senator Packwoob. It is a what?

Mr. Margs. An expousable cause. In other words, we can make any
effort on our own behalf to collect these obligations. I have been
informed by the legal adviser for the Department of State that:

It is the opinion of the Department that the repudlation of the Soviet
Government of Dollar Bonds floated by the Imperial Russian Government

without permitting judicial action against it gives rise to aa International
claim, which could be expousable by the United States in accordance with the

established principles of International Law.

Senator Packwoop. I am curious about that. At your convenience
would you give me a letter on this further?

Mr. Margs. Yes.

Senator Packwoop. Fine.

That mfemorandum that you are reading suggests that the United
States could interpose and sue on your behalf because Russia will not-
admit or allow the suit, is that the essence of it ?

Mr. Marks. That is correct.

Senator Packwoop. I didn’t know that that was a principle of

international law. .
Mr. Marxs. Any government is responsible, Senator, any succeed-

ing government is responsible for the debt of a predecessor govern- -~

ment.

Senator Packwoop. I understand that. I was thinking more about
the bondholders in the United States and I assumed there are bond-
holders in other countries in addition to U.S. citizens as their
governments to interpose on their behalf. I didn’t realize it me
an oblifation of the Government to impose itself on behalf of the

bondholders.
Mr. Marks. The Government, as far as I know, has accepted the

validity of this debt.
May I continue, sir{
Senator Packwoob, Yes. -

' See p. 1883,
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Mr. Margs. It may be covered later in my statement.

Mr. Beck. Mr. Chairman, I will testify on that issue somewhat in &
few minutes.

Senator Packwoop. All right, thank you.

Mr. MaRrks. It is our opinion that any lefislation granting prefer-
ential treatment to the Soviet Union would constitute a waiver of
these principles.

The World Bank would not allow the Soviets to borrow money on
their past credit ratings. Why should the Soviets join the World
Bank when Washington’s Ex-Im Bank is only a few doors down the
block? If it were in the interests of the Soviets to pay their debts to
improve their credit rating. If you are overdrawn, would a banker
offer to open a new unlimited account and say “forget the old debt”t
The banks that distributed these bonds to private investors in 1916
ran little risk. Banks which make loans to Soviet Russia run no risk
today. They are indirectly guaranteed by U.S. taxpafers through the
Export-Import Bank at rates of interest which are less than it costs
the Government to borrow funds.

In a letter to the New York Times written last year, George D.
Woods, former Chairman of the World Bank and currently presi-
dent of the Foreign Bondholders Protective Council wrote:

However, the matter of privately held Russian debt is still unresolved. In
1916, United States private investors purchased $75 million of Imperial Russian
Government notes, which have been in defauit as to both principal and interest
since 1019, In addition, there are claims of United States citizens against the
U.8.S.R. amounting to about $120 million, which were certified by the -Foreign.
Claims Settlement Commission some years ago.

All the governments in Eastern Europe with centrally planned (soclalist)
economics have acknowledged thelr pre-war debts, excepting U.S.S.R. and East
Germany. In addition, Poland has announced a temporary debt settlement and
intends to negotiate a final settlement by mid-1975. Hungary and Romania are
engaged In conversations looking toward settlement.

In the recent Nixon-Brezhnev communique there is a statement of agreement
‘that mutually advantageous cooperation and peaceful relations would be
strengthened by the creation of a permanent foundation of economic relation-
ships.! This appears in the communique under ‘Commercial and Economie
- Relations'. I submit that a&n important building block fn such a permanent
foundation would be acknowledgment of debts to private U.S. creditors, accom.
paui:drbty;‘ a:; expression of intention by debtor U.S.8.R. to negotiate a settle-
ment of them. .

The Foreign Claims Settlement Commission fulfilled a congres-
sionally-directed chore that took years to complete. If this Govern-
ment Commission is right in implying that a bond issued the Czarist
Government is a legitimate debt, how can the Government continue
to ignore the basic rights of bondholders? As Paul Heffernan, for-
merly a financial editor of taie New York Times put it:

It looks as if the Nixon admiaistration, in its zea! to lure a prodigal son back
home to the market economy by the proffer of new goodies, is gambling
+ Inprudently in sponsoring executive clemency for the 50-year old unpaid debts

of a rich state that commands one-sixth of the earth’s surface, —

In the light of this contempt for external debt, how can new
credits be justified? Secretary of the Treasury, George Shultz, who
has conceded that the United States “got burned” in the recent wheat
sale to Russia, but who has since pledged that “it will not happen
again.” Let us pray. . ‘
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A letter received by our company by the Soviet Embassy on
September 5, 1978 states in full:

“Dear Edvin Marx, in response to your letter concerning bonds of 1918 please
be informed, that pre-revolution bonds were abolished by Decree of the Soviet

" Government of January 21, 1918.

So, bonds of the Imperial Russian Government havd no value now.
Now, can a foreign government arbitrarily cancel a legal debt and
expect to get & new loan from the very same creditors? tlemen, I
believe this is fiscal madness. i
On a trip to the Soviet Union a little over a year ago, actuslly a
ear and a half ago, Soviet officials told me “this debt is a forgotten
hing--in the archives of history”. This unilateral abolition of a
relatively small debt could portend dire consequences in the future
when we have sunk billions into Soviet industry. They shall benefit
by the use of the clamps, equipment and know-how and compete with
us as they claim we shall while we hold worthless pieces of paper
replete with broken promises.
n all candor, does this make sense? Will the new debts also be
classified as a “forgotten thing”?

In conclusion, gentlemen international banking and financial
transactions are based on a foundation of confidence and mutual
trust. They always have been and they always will be. If a nation
can ref)udxate its debt with impunity by merely changing its govern-
mental identity, international financial transactions, as we know
them today, will be finished. The examgl.e of the Soviet Union, the
only major repudiation that we know of in this century, poses great
danger to an already vulnerable and overly exposed national and
international financial system. .

Wo believe that H.R. 10710 should be strengthened so the legiti-
mate claims which you have heard about today are not ignored. We
believe that there should be no most-favored-nation treatment and no
new credits extended to the Soviet Union until that nation acts
reasonably and responsibly in a matter of past indebtedness to our
Government and its citizens.

In support of the above, I request that four articles written on this
subject for the Money Manager and the Daily Bond Buyer, by Paul
He&’ernan, former investment banking reporter for the New York
Times, be inserted in the record. Thank you.

Senator Packwoop. Thank you, and they will be printed along
with your statement. .

Let me ask a couple questions and- then I will go on with the

anel. I thought these were not obligations to the U.S. Government
But that they were private bonds.

Mr. Marks, These were bonds which were issued by the Imperial
Russian Government in 1916 to the U.S. public through investment
banking houses and banks.

Senator Packwoop. In your statement you refer to the following:

The Johnson Debt Default Act, as amended, was created because the Congress
believed that those nations who are in default or who have repudiated obliga-
tions owed to our Government and who are not members of the World Bank are

poor credit risks and therefore not entitled to access to the private credit
market. Why then should any government that is not merely in default but which
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has repudiated its debt to the United States, be permitted renewed access to our
financlal markets, unless the existing situation is first remedied?

Now these bonds are not held by the United States, are they ¢

Mr. Magrxs. Do you want to answer? r ,

Mr. CoLLEr. Mr. Chairman, may I have the floor? The problem I
think that the Congress had in the 1930’s, in the early 1930’s was
that so miany of these issuers of dollar bonds went into default. In
addition arising out of World War I—and this was pointed up in
your own Subcommittee on International Finance and Resources
material entitled “Foreign Indebtedness to the United States” of last

r—was this large overhand of debt coming out of the war. And I
think it was the feeling of Congress then that governments that were
in default to the United States were not credit worthy enough to be
allowed to go to the private market,

But on the other hand, in 1984 I think as a practical matter there
was very little public market for any foreign government obligation
since most of them were in default. -

The Johnson Act was amended in the forties, Mr. Chairman, to
exclude those countries that belonged to the Bank and the Fund so
that then effectively left primarily the Communist countries subject
to the Johnson Debt Default Act. l

Senator Packwoop. I understand that, but comin‘g back to my
question, are these bonds held by the U.S. Clovernment

Mr. CoLLIER. No, sir.

Senator Packwoon. So these are not an obligation of the Imperial
Russian Government to the U.S. Government §

Mr. Corurer. No, sir; they are an obligation of the Imperial
Russian Government to its creditors. -

Senator Packwoon. OK. Second question, and then we will go on
with the other statement; you said that there are no other govern-
ments that have repudiated bonds——

Mr. Marks. Major governments, Mr. Chairman. .

Senator Packwoop, There were no bonds issued by the German
Government. in the mid-1920’s when they went bankrupt? There are
nop&s' issued by South American Governments that haven't been
pal .

Mr. Marks. Now all of the Latin American external bonds dollar
are being serviced, except for the Cubans which are in default. I'm
talking about a direct repudiation and not a default or an inability

to 'f‘ﬁy'
-The Russians have gone so far as to say these debts have been

abolished.

In the 1920’s in Russia and Germany, when they had that terrible
inflation, the internal securities became worthless because the cur-
rency became worthless and——

Senator Packwoop. I understand that, but were these people who
bought these bonds from their own governments?
bo dl;;. Marks. They were internal bonds; they were not external

n

Senator Packwoop. And thers are no American citizens holding
bonds from Russian and German internal issues{
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Mr. Margs, There may be, but they are internal bonds, that is,
bonds issued by the government within their own countries which
somehow got into the hands of Americans; bonds of a defunct
currency. ‘

Senator Packwoop. I understand.

Mr. Margs. Sir, I would like to send the committes a letter
throu%h you giving you the entire history of the Johnson Debt
Default Act.

Senator Packwoon. Fine. Thank you.

STATEMENT OF DR. HUBERT PARK BECK

Dr. Beck. Mr. Chairman, I am delighted that you have done some
homework on the material that has been sent in. Your questions have
been very fine and appropriate and I hope I can elaborate on some of
the answers.

I am Dr. Hubert Park Beck, speaking as the elected chairman of
the Russian Dollar Bondholders Committee of the United States. It
is a position which I have held since its formation in 1964. Also, 1
am &rofessor of education at the City College of the City Universit
of New York, and have a degree in economics, government an
history from Harvard University. I have visited some 10 cities in
Russia and have observed the Russian scene since the twenties.

Our committee has no employees, no payroll, no overhead expenses.
All who serve the committee do so as volunteers donating their skills
and expertise.

About 3,000 U.S. cit»izen-taxpa%er-investors own Russian dollar
bonds according to our estimates, These bondholders, most of whom
are of modest means, live widely scattered among the 50 States of the
Union, and I am here on their behalf. Many have inherited a few of
these old Russian dollar bonds and held them for a full generation in
the h?e of getting back what their parents or grandparents paid for
them during World War I. - i

Now, sir, I would like to depart from my previous material
supplied to this committee, and explain and emphasize certain. oints
from material which you do not have in your possession. I would like
my full statement to be in the record.

Senator PAckwoob. So ordered. '

Gentlemen, the Amerigan owners of thesse Russian dollar bonds,
together with millions of other American citizens, are hoping that
this distinguished committee and the full Senate, also, will make
highly constructive decisions in marking up and voting upon the
Trade Reform Act.

Everybody wants a new and better pathway to world peace, world
fltabil'ity, and world prosperity. The question is how can this best be

one

- Certainly, one essential pillar in the development of flourishing
foreign trade is the just payment of debts. Without of honorable
discharge of debts, foreign trade is hobbled and stifled. Yet the
Trade Reform Act in its dpresent form, as it has come from the
House, embodies a great and dangerous weakness on this point.

! 8ee p. 1833,
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In the proposed measure at present there is no provision for
enforcement or even encouragement for foreign countries to honor
their just debts. Actually the measure, as it exists now, encours,
the nonpayment of debts and it is without teeth. Without teeth the
bill will foster foreign defaults and repudiations, but defaults and
yep&cll)i%tions contribute to ferment international iil-will, unrest, and
instability. :

Consider the Soviet Union’s record in this respect. The Soviet
Union has been in default since 1919. Only 8 years earlier, 1916, the
German armies were advancing deep into Russia from one victory to
another. In order to help strengthen Russia a%ainst this onslaught
two loans to Russia totalling $75 million were floated in the Uni
States. I believe, Sir, this was done with the happy consent, or at
least let us say, informal blessing of the State Department. ‘Eventu-
all; we went in on the side of Russia just 1 year later. o

hese bonds were issued in 1916, the year of the Presidential
election. The next year, the United States declared war on the side of
Russia against Germany. In a real sense this was a preliminary loan
to help resist aggression, before we declared war against Germany.

Now only 2 years later, sir, the Soviet Union defaulted on this
American Joan and actually even repudiated the debt. The Soviet
Union has been in default since that time. The Soviet Union is the
world’s biggest debt repudiator. The Soviet Union is the world’s most
conspicuous debt repudiator. And the Soviet Union has the world’s
most notorious debt repudiation. - -

Now the repudiation has not been rescinded. Mr. Marks a moment
ag:» just read to you and supplied you with a copy of that statement
which claims that the debt doesn’t exist. Now how ridiculous can the
Soviet Union bet .

For over 50 years literally thousands of American citizens have
been waiting empty-handed without a single interest payment and
without any capital repayment. Yet international law and ordinary
moral standards require the U.S.S.R. settle this debt. o

Senator Packwoop. I want you to clear up in my-mind again this
Johnson Act because I read your testimony and it confuses me.

===""""Dr. Beck. May I try to clear it up?

Senator Packwoob. In your statement you state: “As this Commit-
tee is well aware, the Johnson Act, passed in 1984, prohibits the
extension of private credits of other than conventional, 1.e., the short
term kind, to nations in default of obligations owing to the United
States government.” o _

Is that what the Johnson Act says? Is it only obligations owing to
the U.S. Government? You are still talking about private bond
holders here. ) .

Dr. Beck. Sir. on that point T am not certain without refreshing
my memory, but let me add some clarification. As you know, the _
Lend-Lease debt to the Soviet Union from 1941 to 1945 has been not
yet paid by the Soviet Union. One of the tiny goodies now offered by
the Soviet Union is a promise to pagothat debt it this Trade Reform
l;qi_ll bectémes law and grants the Soviet Union the Most-Favored-

ation Status. _ -

Now there also are two other important debts that the Soviet
Union owes directly to our government. These stem from the World
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War I where again the U.S. Government provided much-needed
materials to the Russians. But the debts thus created are ignored—in
fact they are disclaimed—by the Soviet Union.

Senator Packwoop. All right. Go ahead.

Dr. Beck. Because of the great wave of defaults occasioned by the
Great Depression, and by World War II; the Government has estab-
lished the Foreign Claims Commission here in Washington to process
claims from American citizens and American companies. Amo:e% the
aggrieved claimants are Americans whose property were seized by
communist governments. And these claims have been carefully exam-
ined with respect to Communist countries and then awards have been
made through legal processes and our government recognizes these
claims as valid against the foreign countries, including the Soviet
Union, and presumably seeks through diplomatic channels to get
these claims settled. And in the past it succeeded with Yugoslavia. It
also succeeded in 1960 with the signing of the treaty with Poland
where Poland agreed to pay $2 million a year for 20 years, to pay
t}lxgse ri\('late claims, and Poland began just last July to pay on its
older bonds.

Senator Packwoop. Doctor, I have to ask you to bring your testi-
mony to a close. We have gone about 25 minutes now and I didn’t
intend to go this long with this panel. .
tO(I])r. Beck. Sir, T have only given one page of my oral testimony

ay.

Senator Packwoop. I know, but I asked some questions and all of
you had 10 minutes. ‘

Dr. Beck. Oh, I am sorry. I thought each of us had 10 minutes,
but I do have some other information that I think you will be
interested in.

Senator Packwoop. Well, it will all be put in the record, but I
cannot give you each 10 minutes because we have thres more groups
coming up.

Dr. Beck. May I just conclude with this general statement? The
consequences of not using the Foreign Trade Improvement Act as a
lever, as a bargaining chip against the Soviet Union—a concept
which you brought in again and again—created a very grave danger.
I want to emphasize that. If we continue to accede to the Soviet’s
defaults and also do nothing about the other Communist countries’

- defaults, particularly Cuba’s and China’s, the model is set clear and

strong for other countries to default. And if we make for countries
no hindrance to default, and even no hindrance to repudiation—we
are headix}lghfor disaster. Even Cuba has made motions of paying up.
This far The Peoples’ Republic of China has avoided the subject.
Now, if we bless these countries, and say, “all right, we are going to
trade with you just as we do with everybody else and we are not
going to give you any penalty at all for defaulting” I think this
would be creating a disastrous model for the poor countries of the
world to follow. i

Senator Packwoop. When did Russia finally repudiate that!

Dr. Beck. First in 1018, Subsequent written repetitions by the -
U.S.S.R. are frequent. A recent instance occurs in the letter which
Mr. Marks read before this committee only moments sgo The letter
says: “In response to your letter concerning bonds of 1916 vis-a-vis
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$75 million, the bonds were abolished by decree of the Soviet Govern-
ment of January 21, 1918.”

Senator Packwoop. What proportion of those bonds are still held
by the original purchasers?

Dr. Beck. Well, persons who bought the bonds in 1916 probably
have all died. They were Iprobably all mature people at that time.

Senator Packwoop. Maybe I should rephrase my question. Have

they been ?urchased by subsequent purchasers, and if so, how many
hold those

Dr. Beck. When bond owners died, sometimes the bonds were kept
by the Heirs. This was done in my family with Japanese bonds, even
the bonds were then in default. But in some estate settlements the
executors or the lawyers advocate getting rid of the “cats and dogls‘”
found among the securities. So occasionally some are sold in the
market at a nominal price. We estimate that now about 3,000 Ameri-
cans own Russian Dollar Bonds.

Senator Packwoop. Well, thank you gentlemen very much.

{The prepared statements of Mr. Marks and Dr. Beck and mate-
rial submitted for the record follows. Hearing continues on p. 1840.]

PREPARED STATEMENT OF EpwiIN 8. MARKS, PRESIDENT OF CARL MARKS & Co.,
Ixc.

INTRODUCTION

1. My name is Edwin 8. Marks, President of Carl Marks & Co., Inc., 77 Water
Street, New York, N.Y. 10005, Forelgn Securities Specialists for 48 years.With
me is Daniel Cotlier, a Vice President and Manager of the firm’s Internationat
Commitments Department and Douglas Shankman of the firm's International
Commitments Department. I wish to discuss the defaulted and repudiated
Russian Government Dollar Bond Debt and its relation to the present legisla-
tion including the implications of the extension of credit to the Soviet Union.
Our firm has a position in these Russian securities, and has been a market
maker in these issues for about forty years. These bonds originally were offered
to the American public by a syndicate cousisting of J. P. Morgan & Company,
The National City Bank of New York, The Guaranty Trust Company of New
York, Lee Higginson & Company, and Kidder, Peabody & Company.

2. We fear that any legislation which would permit the granting of '“Most-
Favored Nation” treatment to the Soviet Union and the repeal of the Johnson
Debt Default Act, while this Russian-United States Dollar-Bond Debt remains
in default and repudiation, will jeopardize the rights of bondholders who may
feel that their only recourse for justice after all these years is the United States
Government. Marshall Wright, Acting Assistant Secretary of State for Congres-
sional Relations, wrote the following:

“Since the conclusion of the Lend-Lease settlement, we have been considering
when and under what circumstances we can most effectively pursue bond claims
and other private claims of American citizens against the Soviet Government.
We have not yet reached any decision as to possible timing and modalities.”

We beliteve that time is NOW,

BACKGROUND OF THE. 188UES

8. During World War I, an agreement was reached between the Russian
Ministry of Finance and a syndicate of leading American Financial Institu-
tions, to issue to the American public a $50 milllon 6%49% 8-year credit in July
1916 and $25 million 5-year bonds in December of that year.

4. Today, there still remain these $75 million principal amount issued and
outstanding plus over fifty years of interest thereon. The vast majority of these
bonds are belleved to be in the United States, estimated to be owned by over
8,000 Americans in about forty states. :
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U.8. GOVERNMENT POSITION

8. The United States Government has recognized the validity of these bonds to
the extent that some holders of Russian Dollar Bonds have received partlal
payments through awards of the Foreign Claims Settlement Commission under
Public Law 285 of 1955, it bondholders had filed a clalm with the Commission
before March 31, 1856. Apparently, the many years of efforts by the Foreign
Bondhgllgm Protective Councll, to have this bonded debt settled, have produced
no results,

In o recent letter concerning this repudation, United States Secretary of
Treasury, George P. Shultz, stated that “The U.S. Government has no intention
of abandoning claims which are valid under International Law.”

Last year our State Department put it this way :

*“The United States does not recognize the right of the Soviet Union, or any
other state, to repudiate international obligations undertaken by the predecessor
government. We belleve that these obligations are valid under principles of
international law, and intend to take no step which could be construed as a
\\'tlmt'ter of these principles which are fundamental to the conduct of our foreign
relations.” ..

PREVIOUS DOLLAR BOND SETTLEMENTS

6. Other East European nations have settled their debts via the Forelgn
Bondholders Protective Council. We fall to understand how the Soviet Union can
continue to neglect its obligations to Americans and at the same time be
considered for preferential treatment by our Government.

Gentlemen, the passage of any legislation that grants preferential treatment
to the Soviet Unlon would represent a completely unwarranted waiver of the
basie rights of any bondholder.

EFFECT OF THE TRADE REFORM ACT

7. HR10710, as enacted by the House of Representatives, was appropriate,
insofar as this legislation relates to “Most-Favored Nation” treatment of the
Soviet Union, and the maintaining of the Johnson Debt Default Act.

8. We believe that Loth government and certain segments of the business
community alike are viewing the Soviet Union as a promised land paved with
trade opportunity. Quite frankly, my own observations on a trip there in 1972
confirmed no such thing. The Soviet Union will undoubtedly need substantial
amounts of foreign capital—in this case American funds—to finance trade and
internal development. Why, in Heaven's name, do we offer the Soviets addi-
tional dollars from public and private American sources when they have found
it to their benefit not to even recognize thefr former legitimate debts? In effect,
the American public has, for almost 50 years, been subsidizing the Russians for

_ their past debts. Why should we continue to do so- In view of the Russian debt

record, we belleve that the American banking system would also become
vulnerable to dtfault or even another debt repudiation. The record of the past__
standes over whatever may be the hopé for the future. ——

9. The Johnson Debt Default Act, as amended, was created because the
Congress believed that those nations who are in default or who have repudiated
obligations owed to our Government and who are not members of the World
Bank are poor credit risks and therefore not entitled to access to the private
credit market. Why then rhould any Government that is not merely in default
but which has repudiated its debt to the United States, be permitted renewed
acces to our Financial Markets, unles the existing situation is first remedied?

Maintaining and strengthening the Johusoh Debt Default Act would protect
American Investors, It would prohibit any government that has repudiated its
bonded debt obligations to its American creditors from receiving new American
credits, unlese previously repudiated pudlicly outstanding Dollar donde are
settled in some satisfactory manner.

IMPLICATION OF EXTENSION OF CREDIT TO THE S8OVIET UNION

10. In view of HR10710, we believe that the extension of any credits to the
Soviet Unlon, under the present circumstances, flaunts the will of the Congress.
Furthermore, the extension of any credits to the Soviet Union at this time, by
commercial U.8. sources, whether or not in conjunction with similar loans being
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considered by the Export-Import Bank, and whether or not the source of these
credits may be offshore, is, at minimum, a violation of the spirit of the Johnson
Debt Default Act. In this context it is interesting to note the background of the
Bxport-Import Bank. Organized by Executive Order as an agency of our
Government, the Bank was primarily created for the purpose of assisting in the
financing of American trade with the 8oviet Union. )

The Wall Street Journal of April 10, 1984 reported that the work of the Bank
was at once held up for a ruling by the State Department to determine the effect
of the Johnson Debt Default Act. Within a few days, the Trustees of the Bxport-
Import Bank passed a resolution declining to lend money for Sovie business
deals until a debt settiement was reached, according to the April 18, and May 6,
1884 editions of the New York Times.

The Bank's decision was made as a matter of administrative policy and not
due to the passage of the Johnson Debt Default Act Under the Johnson Debt
Default Act, government agencies such as the Export-Import Bank are specifi-
cally exempted from the prohibition of the Act which are left to apply to private
individuals and corporations.

It is unfortunate that the Export-Import Bank altered its original ideas. If
the implications of extension of credits to the Soviet Unlon were not so serious,
they could be dismissed as merely having certain “Allce In Wonderiand”
quality. In the public sector, we understand that recently the Attorney General
has notified the President that the procedures followed by the Export-Import
Bank in the Past were legal and could be resumed. The presumption is that the
President made a finding that these loans granted to the Soviet Union and
certain other Eastern European countries were in the “national interest”. We
fail to see, for example, how a $86 million loan toward a Trade Center In
Moscow could possibly be in the national interest of the United States at this
time under existing circumstances. Additionally, we fall to see how our credits
extended to support the Kama River truck plant foundry could possibly be in
the national interest of the United States. Furthermore we believe that this is
vet another case of not complying with the spirit of the law,

Finally, when we relate this to the other events, which have occurred in our
country in the past elghteen months, we have the feeling that the historic
constitutional question of the relationship between the sovereign and the law
should also be addressed in this instance.

11. As it relates to this matter, an important lesson of the Energy Crisis is the
fact that an unreliable source of supply can endanger the security and well-
being of our people. At this time, the Soviet Unlon as a source of supply can
hardly be regarded as reliable.

12. In support of this view, I should like to insert an excerpt from the
Congressiongl Record—Senate of March 22, 1074 entitled “Ban on Russian
Energy Deal” by Hon. R. 8. 8chwelker, U.8. Senator from the Commonwealth of
Pennsaylvania :

“Mr. President, I have asked the U.S. Attorney General to support the recent
ruling of the Comptroller General declaring that BExport-Import Bank transac-
tions with the Soviet Unlon have been contrary to law.

“I have been fighting the Eximbank on this issue because of my opposition to
two Russian energy deals: a pending $49.5 million loan application for natural
gas exploration in the Yakutsk field in eastern 8iberia, and credits at 6-percent
interest to help finance the $7.6 billion North Star gas development project in
western 8iberia. B

“If our taxpayers are going to subsidisze energy developmeat, the improvement

" should be made here, not in Siberia, so that we reap the benefits of the

investment, and ‘80 we do not subject ourselves to future risks of being cut off
from foreign energy supplies.

“I am also concerned with this being yet another example of usurpation of
congressional power by an agency of the executive branch. The GAO ruling is
quite clear on the language and original Intent of the law requiring the
Preaident to make a determination that each Bxport-Import Bank transaction
with a Communist nation is in the national interest.”

“There being no objection, the material was ordered to be printed in the
Record, as follows:
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‘Hon WILLIAM B, 8Axns,

‘Attorney
‘Department of Justioe,
‘Waskington, D.O.

‘DEaR MR ATTORNEY GENEaAL: I understand that your office is being asked to
consider the legal questions arising from the Comptroller General's determina-
t!:ix:u thath Export-Import Bank lending procedures to the S8oviet Union violate
existing law.

‘1 strongly urge you to support the Comptroller General's ruling and recom-
mend BExecutive Branch compliance with the Bximbank law.

‘I am unable to understand the bewilderment and confusion of the Eximbank
in connection with this ruling. The law could not be more explicit. Compliance
with the law simply requires the President to advise the Oongress that any
transaction proposed with a Communist country is in the national interest. I
was shocked by the statement of an Eximbank representative, quoted in the

ress, that compliance with the law would be & “burdensome and time-consum-

. ing bureaucratic procedure.”

‘In view of our present energy situation, certainly no responsible government
official can find it “burdensome and time-consuming” to receive the President’s
determination that any proposed American subsidy of energy exploration in
Siberia is in the national interest as required by law, . .

‘I have enclosed for your background a copy of the Comptroller General's
ruling, together with a statement of my position on this issue. If I can be of
further assistance, please let me know.

Sincerely,
‘RicHARD 8, SCHWEIKER,
_ ‘U.8. Senator.’"”

SOVIET REPUDIATION VIOLATES INTERNATIONAL LAW

18. In addition, the Soviet repudiation of the debt of its predecessors is a
clear violation of International Law. I have been informed by the office of the
Legal Advisor of our ' Department of State that: “it is the opinion of the
Department that the repudiation by the Soviet Government of the dollar bonds
floated by the Imperial Russian Government without permitting judiclal action
against it gives rise to an international claim which could be espousable by the
United States in accordance with established principles of international law.”

14. In view of the Soviet Union’s wholesale disregard of International Law
from its beginnings until today, it is dificult indeed to understand how any
additional credits can be extended while their debts remain unpaid.

I should like to insert a letter to the editor of “TAe New York Times" written
last year by George D. Woods, a former President of the World Bank and
current President of the Foreign Bondholders Protective Council: _

“I agree wholly and unreservedly with the statement, ‘it is gratitying that the
leader of the Soviet Union understands the advantages of international trade
and finance,’ in the June 26 editorial ‘Ruble Diplomacy.’

“The editorial concludes, “The creditor must first have trust in the would-be
debtor,’ with which I also agree. In this regard, matters pertalning to govern-
ment-to-government indebtedness between debtor U.8.8.R. and creditor UB.A.
:’r: apparently being appropriately treated by the responsible officials on both

es.

“However, the matter of privately held Russian debt is still unresolved. In
1916, U.8. private investors purchased $78 million of Imperial Russian Govern-
ment notes, which have been in default as to both principal and interest since
1910. In addition, there are claims of U.8. citisens against the U.8.8.R. amount-
ing to about $120 million, which were certified by the Foreign Claims Settlement
Commission some years ago.

“All the governments in Eastern Europe with centrally planned (nocialist)
economies have acknowledged their prewar debts, excepting U.8.8.R. and Bast
Germany. In addition, Poland has announced a temporary debt settlement and
intends to negotiate a final settlement by mid-1075. Hungary and Rumania are
engaged in conversations looking toward settlement.
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“In the recent Nixon-Brezhnev communique, there is a statement of agreement
‘that mutually advantageous cooperation and peaceful relations would be
strengthened by the creation of a permanent foundation of economlc relation-
ships.’ This appears in the communique under “Commercial and Economic
Relations.” I submit that an important building block in such a permanent
foundation would be acknowledgment of debts to private U.S. creditors, accom-
panied by an expression of intention by debtor U.8.8.R. to negotiate a settle-
ment of them.” -

[(c) 1978 by The New York Times Company. Reprinted by permission.)

15. In this connection, we wish to quote excerpts from the summary and
conclusion of briefing material entitled “Foreign Indebtedness to the United
States” prepared by the staff of the Committce on Finance for the use of the
Subcommittee on International Finance and Resources:

“Since 1017, the U.8. Government has transferred abroad an estimated one
quarter trilllon dollars, yielding a net foreign indebtedness to the United States
of approximately $55.2 billion and possibly more . . . -

“Current law does not provide for central reporting of forelgn indebtedne
though the Treasury I8 engaged in a program to provide a more comprehensive
reporting system.

“The executive asserts broad legal authority, both statutory and inherent, to
renegotiate forelgn indebtedness. In the case of developing countries, the need
for development capital must be balanced against the burden of external debt.
Congress, under present procedures, plays a limited, ad hoc role in the process
of rescheduling and renegotiating foreign debts.

“Foreign indebtedness to the United States has important implications for
economic policy, including monetary policy. The Congress may wish to consider
leglislation to strengthen its oversight over the reporting, collection, and resched-
uling of foreign indebtedness.”

It I8 our suggestion that the Congress may also wish to consider legislation of
a similar nature concerning defaulted foreign government indebtedness in the
hands of private U.8. entitles.

16. During my last trip to the Soviet Union, Soviet officials laughed and told
me that this debt was “a forgotien thing". The Soviets total disregard for this
legitimate dollar obligation i8 expressed in the following letter:

“EMBASSY OF THE
UNION OF SOvIET SOCIALIST REPUBLICS,
Washington, D.C., September 5, 1978.
“KARL Marx & Co.,
“New York, N.Y.

“DEAR EpvIN MARX: In response to your letter concerning bonds of 1018
please be informed, that pre-revolution bonds were abolished by Decree of the
Soviet Government of January 21, 1918.

*So, Bonds of the Imperial Russian Government has no value now.

“Sincerely yours, -
“Y. USPENSKY,
Vice Consul.”

-17. In conclusion, Gentlemen, international banking and financial transactions
are based on & foundation of confidence and mutual trust. They always have
been and they alwayx will be. If a nation can repudiate its debt with impunity
by merely changing its governmental identity, International financlal transac-
tions as we know-them today, will Le finished. The example of the Soviet Union,
the only major repudiation that we know of in-this century, poses great danger
to an already vulnerable and overly exposed national and international finan-
clal system. .

We believe that HR10710 should he strengthened so that the legitimate claims
which you have heard about today are not ignored. We believe that there should
be no “Most-Favored Nation” treatment and no credits extended to the Soviet
Union until that nation acts responsibly {n the matter of past indebtedness to
our government and its citizens.

18. In support of the above, I request that four articles written on this subject
for the “The Money Manager” and “The Daily Bond Buyer” by Paul Heffernan
(former Investment Banking Reporter for “The New York Times") be Inserted
In Ithg re:ord. together with specimen coples of the dollar bonds.

thank you.
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[From the Money Manager, Oct. 1, 1973)
Desr DEraviTs: A Toric IoNORED IN SoviET-U.S. TRADE DEBATE
(By Paul Heffernan)

ZuricH.—From the standpoint of international relationships in a world of
government debt contracts, the proposed United S8tates financing of immensely
enlarged trade with Russia and a concurrent granting of most-favored-nation
trading status to the Soviet Union truly bespeak a most extraordinary financial
excursion into unexplored regions. .

Viewed in full context, the rapproachement with Russia on the financial terms
agreeable to Washington may outstrip even -the grand scope of the Marshall
Plan, which was conceived primarily as the gift of financial mercy, one from a
nation that was relatively unscathed internally by World War II to its partners
and other nations ravaged by the great conflict.

The fresh-money-to-Russia negotiations are coming to a head at the same time
that a delayed pile-up of dollars has become such an embarassment to the free
world that proposals have been made in realistic and friendly serioushess that
the time may be ripe for a reciprocal gesture—a “Marshall Plan In reverse,” 80
to speak. Under such an arrangement, much of today’s $70 billfon overhang of
unusable dollars held abroad could be written off by Marshall Plan benefici.
aries by one accounting means or other.

A device of such kind—one brought into being by one of yesterday's postponed
days of reckoning—has just been agreed upon by the United States and India to
shrink away much of the postwar debt of rupees owing to the United States. This
debt is s0 mountainous that if it were ever paid, the rupees could never be spent
without debauching India’s economy.

But it is something quite different for the United States, In its present
international financial bind, to underwrite credits and to award a prime trading
status to a nation, which, by official U.S. certification, has in the past confiscated
more than $100 million of property of U.S. nationals without compensation, and,
further, has dishonored for more than a half-century billlons of dollars of
external debt owing to private investors here and abroad.

The annual reports of the British Council of the Corporation of Foreign
Bondholders set forth in sorry detail the story of Russia’s unequaled contempt
for external debt contracts. It Is the story of the financing of the bullding of
Russia’'s railroad system on about $2.5 billion of bonds of more than 40 issues
sold in the markets of Europe between 1867 and 1914 and payable in non.
Russllan money. What the Russians spent, they had: What the investors saved,
they lost.

In the light of this contempt for external debt, how can new credits be
justified? Must it be that the Man from La Mancha, this time outfitted in red,
white and blue, Is faring forth once more? Swaying in a Moscow saddle early
this month will be Secretary of the Treasury George Shultz, who has conceded
that the United States “got burned” in the recent wheat sale to Russia, but who
has since pledged that “It will not happen again."” Let us pray.

To impart suitable scent to this courting of the most notorious governmental
outlaw in international financlal history, certain cosmetics of commensurate
distinctiveness must have been contrived in Washington.

First of all was the “executive clemency” proffered under President Nixon's
sponsorship. The official state bank—the Export-Import Bank—was quick to get
the signal. Its functionaries came up with a triple-A credit rating for the Soviet
state. The International Bank for Reconstruction and Development, in which the
U.S. government has a multi-billion-dollar capital subscription, had nothing to
say. Russia 18 not a member of the World Bank and the World Bank presum-
ably was not consulted about the Russian credits.

Silent, too. were certain major commercial banks whose stockholders were
defrauded of millions of dollars in Russia’s 1019 confiscation of foreign-owned
bank property. On the contrary, many big banks responded to the Washington
green light and rushed in to grant private credits to Russia on terms—mostly
not fully made public—that could be open to question in respect to conforming
with the spirit, if not the letter, of the Johnson Act.

The Johnson Act prohibits the extensloi~of private credits of other than
“conventlonal”—that is, short-term—Xkind to nations in default of obligations
owing to the U.S. government. There has been a flood of public Washington
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announcements about the settlement (provisional) of Russia's World War 1I
Lend-Lease debt, but not a word about Russia not having paid its $192 million
World War I debt to the United States, a debt it refuses to

The Jobnson Act was amended to exempt from itg provisions nations joining
the World Bank, an institution that Russia has never seen fit to join. Why should
it, it the World Bank's policy is to shy away from credits to nations in default
of thelr external obligations and if Russia can get what it wants direct from old
Don Quixote himself? Take the wheat deal, for instance.

If the Department of Justice, either on its own or at the prodding of the White
House, has ever seen fit to look into the private bank credits being extended to
Russia, this must at least be one item that has succeeded in being sheltered from
leakage to the press, )

It certalnly would be a stirring post-Watergate comeuppance if some of the
ball-carriers now responding to the Nixon Executive clemency” signals—and
even members of Congress, too—were some day, like recent members of the
President's cabinet, summoned before a Federal grand jury to answer questions
bearing on “obstruction of justice" to private U.S. citizens whose 50-year-old
claims against the Soviet state—now fully accredited—were pushed farther in
the deep freeze as part of the Nixon International game plan.

8o far, only three voices of influence in the world of international finance
have questioned—if only by implication—the prudence of the sudden surge of
loans by the Export-Import Bank and by private U.8, commercial banks to
Russia under the circumstances now prevailing—circumstances essentially un.
changed over B0 years.

One of these voices—that of Eugene R. Black, former executive of the Chase
Manhattan Bank and former president of the World Bank—was expressed in
generalities, while serving in 1965 on President Johnson's Speclal Committee on
U.8. Trade Relations with East European Countries and the Soviet Union, Mr,
Black joined with the other members of the committee in the position that
nations in default of external debt and asking new credits should settle their
old debts. But Mr. Black—alone—went further and declared that such nations
should settle their old debts before being granted new ones.

A second volce was that of Gabriel Hauge, chairman of the Manufacturers
Trust Co., who questioned specifically the terms on which Russia is being
granted loans by private banks. Mr. Hauge was one of President Eisenhower's
economic advisers.

The third voice is that of George D. Woods, former chairman of the First
Boston Corp._and another former president of the World Bank. In & statement
to the “New York Times,” Mr. Woods sald:

‘“The matter of privately held Russian debt is still unresolved. In 1916, U.8.
private investors purchased $75 million of Imperial Russian government notes,
which have been in default as to both principal and interest since 1919. In
addition, there are claims of U.S. citizens against the Soviet Union amounting to
about $120 million, which were certified by the Foreign Claims Settlement
Commission some years ago. . ‘

“In the recent Nixon-Brezhnev communique,” Mr. Woods said, “there is a
statement of agreement ‘that mutually advantageous cooperation and peaceful
relations would be strengthened by the creation of a permanent foundation of
economic relationships.. . .' ” N

Finally, the former World Bank president said : “An important bullding block
in such a permanent foundation would be acknowledgment of debts to private
U.8. creditors accompanled by an expression of intention by debtor U.8.B.R. to
negotiate a settlement of them.”

Why have opinions of such high professional authority as those expressed by
this trio of bankers of {nternational renown won so little notice or provoked so
little thought or 80 few questions?

The contrast with outeries ralsed against Russia’s charging export fees for
emigrants and against Russia’s oppression of free speech and a free press—
issues which are of direct and legal concern only to Russia's own resident
citizens—is ¢ruly remarkable. )

These protests have prodded Washington into attaching strings to trade favors
in behalf of matters concerning Russian—not U.S.—natlonals. But no voice is
raised in Washington to protest the lasting injustice being done by Russia to
citizens of the United States whose property was confiscated by Russia in 1919
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or who hold—elther through primary subscription, inheritance, or by subsequent
market purchase, defaulted bonds of the Russian state.

What can be the reason for the Washington silence about (1) Russia’s unpaid
World YWar I debt to the U.8, Government? about (2) The continuing applicabil.

- Ity of the Johnson Act to private credits to Russia? and, (8), About the awards

made by the U.8. Foreign Claims Commission to American citizens stemming
from the confiscation of American property in Russia in 1010 and the repudia-

- tion of Russian bonds held by the United States and payable In dollars, in other

non-Russian money, and even in Russian rubles?

Probably most people in the United States, if asked about such thlnﬁs. would
shrug it all off. Bonds? rubles? the Czar? Why ask me? Even on Wall Street,
whose business more than any other is based on the honoring of contracts made

- over the telephone, there is mostly indifference—indifference stemming from non-

involvement rather than from ignorance of the code.
Wall Street and commercial banks have to live mostly in the world of today
and tomorrow, and it is easy in their vision for the past to get blurred. The

Washington political telescope is sharp enough to note this. Thus, Washington

can maintain expedient silence safely about the enormous injustice of Russia's
contempt of international debt contracts because no force of prominence is
likely to bring the matter up.

Even if “believe-it-or-not Ripler" were to come out and proclaim that a bond
Issue by the Government predecessor to that of the Soviet Union is just as
binding a contract as a U.8. Government bond, the reaction would be one of
bemused misapprehension and disbelief,

Yet that's what the Foreign Claims Settlement Commission has ruled repeat-
edly in fulfllling a Congressionally-directed chore that took years to complete,
It the Commission is right in implying that a bond issued by the Csarist
government s just as good, legally, as a U.8. government bond, then it follows
that a U.8. government bond, legally, is no better than a Russian Czarist bond.

But even for people willing to concede these legalisms, the practical further
question persists:

In established practice, has & successor government—or have 8uccessor govern-
ments—to a state overturned by an unsuccessful war or by a successful
revolution assumed responsibility for the external debts of the predecessor
government? Anybody in the State Department will answer “Of course” in
private conversation or correspondence, but any public afirmation of the duty of
statecraft to enforce this elementary precept of international law seems to be
enjoined effectively by the “‘executive privilege.”

In historical fact—not mere legal theory—the responsibility of successor
governments for the debts of predecessor governments {8 written today all over
the maps of Europe and Latin America.

In Europe, consplcuous instances are the external debts of the extinct
Ottoman and Austria-Hungary empires and the debts of the pre-World War I
Austrian Sudbahn Gesellschaft—all settled by international conventions in 1928,
In each instance, the primary debts were taken over first by successor states e,
the primary debts were taken over first by successor states greater in number.
Subsequently, governments of such states—among them Hungary, Poland, Yugo-
slavia, Czechoslovakia and Rumania—were superseded by revolutionary Com-
munist governments.

Nevertheless, the bond payment commitments taken on-by the predecessor non-
communist governments were adhered to by all of the communist states men-
tioned, and, as a result, virtually all of the bonds—rome going back into the
18th Century—were paid off by 1972,

It looks as if the Nixon Administration, in its zeal to lure a prodigal son
back home to the market economy by the proffer of new goodies, is gambling
imprudently in sponsoring executive clemency for the 50-year-old unpaid debts
of a rich state that commands one-sixth of the Earth’'s surface.

If the gamble pays off—that is, if Russia’s debts both new and old are in the
tuture serviced in full and on time—well and good. But if the old debts persist
in detasxlt. the gamble will not be just another Washington miscue, like the
wheat deal.

Unwittingly, the Nixon Adminlistration, like the sorcerer's apprentice, may
have contrived a financial innovation whose consequences, when emulated suffi.
clently throughout the debtor world, could wipe out for all time that centuries-
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old cultural phenomenon known as the government bond contract subscribed
willingly by private investors.

[From the Daily Bond Buyser and the Money Manager, Apr. 16, 1978)

U.S. Pustic, PRIVATE LOANS TO SOVIET VIOLATE A SEASONED PRECEPT OF
INTERNATIONAL LAW

(By Paul Heffernan)

Is the Washington scenario of President Nixon really in earnest in holding up
“law and order” as good words and down-thumbing “permissiveness" and
"amnesty” as not good words?

It 80, how 18 it that the Russian Government—tor many decades in default of
debt owing to the United States Government and to private United States
citizens—is getting loans from the private sector of the United States economy
with both the blessing and backing of our Government in violation of the intent
of the Johnson Act of 1934 ?

Inseparable from the political and economic expediencies that are drawing the
United States and Soviet Russia into the same bedroom after decades of
agonlizing distrust §s a long-seasoned precept of international law—the responsi.
bility of a successor government for the international obligations of the
predecessor,

A related question: How should a government in defaulf of its international
obligations be won back to the alter of financial rectitude? By the vinegar of
loan turndowns or by the bribery of new loans?

If the Nixon Administration i{s not won over to the permisasive or &mnesty
theory for treating financlal malefactors, it must be venturing to expound a few
precept of international law—that a successor government, while entitled to
possess incontestably the assets of the predecessor state, is under no obligation
to agsume the international obligations of the predecessor,

If this innovation in international practice were to prevatil, it would indeed be
a startling breakthrough, as a review of a century of international debt
questions on most of the world's continents will show. Probably no government
bonds could be sold thereafter to foreigners anywhere.

Even while American aviators, long since shot down in Vietnam by military
equipment provided largely by the Soviet state, were being released after years
of prironer-of-war confinement, the Export-Import Bauk was announcing agree-
ment to lend $101.2 million direct to Russia’'s Forelgn Trade Bank and to
gua;antee $101.2 million in matching loans from United States commercial

anks,

The Export-Import Bank loans direct to Russia bear 6% interest, a rate
lower than what it costs the U.S. Treasury to borrow money on its own name {n
the public market. By contrast, the Treasury is paying 6% % and 659 on
recen‘t' market Lorrowings—notes due in 814 years and in six years and nine
months.

Among the recent loans by private United States banks to Russia is one of
$86 million granted by the Chase Manhattan Bank to help finance construction of
a truck plant foundry on Russia’s Kama River 550 miles east of Moscow. The
Chase Bank refuses to make known the terms of this financial accommodation.

A singular and disquleting aspect of such credits is that the Washington and
other announcements, while replete with talk about “increased East-West trade”
on a “most favored nation” basis and about provisional settlement of Russia's
postwar Lend Iease debt, no public reference at all is made to the Johnson Act
or to Russia’'s unpaid World War I debt to the United States Government.

The Johnson Act was-adopted before World War II when foreign governments
defaulted on international debts approximating $30 blllion and payable in
United States dollars. As first adopted, the Act prohibited private financial
interests from making loans of other than conventional commercial credits to
nations in default of debt to the United States Government. Conventionat
commercial credits are synonymous with the short-term loans that form the basis
of the commercial banking lending function.

Subsequently, the Johnson Act was amended so as not to apply to nations
accepted Into membership in the International Bank for Reconstruction and
Development, an institution that Russia has not joined, and whose policy is not
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to lend money to member nations in default of the international debts of
incumbent of predecessor governments. Why should Rusaia join the World Bank
when Washington's Bxport-Import Bank is only a few doors down the block?

The Johnson Act did not forbld the United States Government from lending
money to defaulted international debtors, but during the law's long tenure it
was held unthinkable in the inancial community, until recently, that the Federal
Government would undertake financial transactions that were unlawful in the
private sector, and would go further and guarantee in behalf of defaulted
debtors abroad private loans of a kind that, until recently, were shunned by
United States banks. Can you envision an FBI agent holding the flashlight for a
confirmed international bank robber?

The existence of the Johnson Act was acknowledged by officlal Washington,
however, back in 1059. The then Secretary of the Treasury, Douglas Dillon, said
that even if the Lend Lease credits to Russia were settled, private loans to
Russia would still be prohibfted by the Johnson Act “as presently drawn.”

Otherswise, he said, there would have to be some form of legislation similar to
the legislation that was passed relieving other countries of the same obligation
by reason of the fact of their membership in the International Bank for
Reconstruction and Development.

It such legislation has since been adopted, it was not identified at the time by
Washington as a measure to denude or to supersede the remnants of the Johnson
Act, Thus, if the Johnson Act is a dead letter today, it would seem to be so by
virtue of extraordinary powers granted President Nixon by Congress without
Congress or the public being aware that the Johnson Act was belng anuulled
without a footnote notice of death appearing in the repealer legislation.

The Russlan loan application, if ut all conforming with what banks require of
business and other private borrowers, would have to own up to certain unsatis.
fled international obligations, These include:

A World War I debt to the United States Government now totaling about
$700 million ($192 million principal amount plus a half-century of interest
charges) incurred in Russia’'s war against Germany by the Kerensky successor
Government to that of the abdicated Czar.

Bond issues totaling $75 million sold in 1916 by the Imperial Russian
(Czarist) Government through J. P. Morgan & Co., National City Bank, Guar-
anty Trust Company and other banking institutions to private investors in the
United States to help Russia finance the war against Germany. The Soviet
Government repudiated these obligations in 1910 but later repudiated the
repudiation—in the 1933 correspondence between Forelgn Affairs Commissioner
Litvinoff and President Roosevelt, and otherwise., However, the repudiated
lability was never formally reassumed. The next item probably explains why.

An estimated $2.5 billlon of European savings borrowed by Russia between
1838 and 1914 to finance the construction of a pre-Soviet network of 40,000
miles of rallroads fanning out from Moscow to penetrate most of the two-
million-square-mile area that makes up the European part of the Soviet Union.
This debt, on gold-clause bonds denominated in British sterling, Swiss and

" French francs, German marks and Dutch gullders, was repudiated in 1919 along

with the $75 million of dollar bonds borrowed on U.8. dollar bonds to finance
World War I against Germany. The existence of this stupendous debt on
defaulted European bonds has been cited by past Soviet officials as a major
reason for not settling the dollar bonds. They just owe too much abroad to pay
back anything.

Other claims of American businesses and private citizens of about $119
million against the Soviet Government—claims officially certified by the United
States Foreign Claims Commission. These claims originated in the Sovlet
confircation of business and other property of United States ownership.

Have stockholders of United States banks and other business enterprises any
interest in the outcome of this certification procedure, one completed at the
expense of claimants against Russia during the last decade?

For instance, of claims totaling $39 million made by First National City
Bank, the United States Government certified an “award” of $3.4 million plus
$4 mitlion Interest. However, Citibank collected only about $550,000 of the
award becanse the $0 million Russian funds of the 19388 Litvinoff Assignment of
1988 covered less than one-tenth of the awards. The cash distributed to awardees
consisted of $1,000 plus 9.7% of the principal amount of the award. No cash
payment was made on that part of the award stemming from back interest,
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The largest award went to the Singer Manufacturing Co., which had put in for
$100 million. The award on principal was $29.5 million and that on interest,
3%8‘& lz)n;llulon. Cousequently, all Singer got was about $3 million against the
prin .

Guaranty Trust Co. (now Morgan Guaranty Trust) put in for $1 million and
got in cash about $88,000 on certified awards totaling $886,000 in principal and
$844,000 in interest.

New York Life Insurance Co. put forward a claim of $81 million. The award
certified by the Claims Commission totaled $3 million in principal and $4
million in interest. The insurance company collected about $500,000.

Bonds of the Imperial Russian Government sold {n this market in 1916 were
presented by some holders for claim. Claims certified by the Government
Commission on the basis of such bonds ran to about $8.6 million of the $75
nlulilion tloam; of this total less than 109, was realized by the successful
claimants.

With less than $1 million paid out against the 1916 market borrowing, the
proceedings of the Claims Commission are implicit in the suggestion that the $74
million balance, plus interest, represent legitimate private claims against the
present Russian state, It is estimated that only about one-third of these bonds of
the predecessor Imperial Government were filed as claims before the Commis-
sion, They have a current volume in the over-the-counter market of about five—
that is $50 per $1,000 bond.

The banks that distributed these bonds to private investors in 1016 ran little
risk. They run no risk at all today in making loans to socialist Russia
guaranteed by the United States taxpayers through the Export-Import Bank,

For the record, every award certified by the United States Government agency
bore this official caveat: _ .

“Payment of the award shall not be construed to have divested claimant
herein, or the Government of the United States, on its behalf, of any rights
alx:‘lnst the Government of the Soviet Union for the unpaid balance, if any, of the
claim.” -

Presumably these officially certified United States private claims against the
Russian Government as both a successor and incumbent state were not pressed
ll;l :&e months of trade negotiations between the Nixon Administration and the

ussians.

It 80 pressed, no public reference to them was even made by the negotiators;
this silence is in significant contrast to the repeated public reference to Russia's
postwar (World War II) Lend Lease debt, whose agreed upon “settlement” was
made by the Russians conditional upon achieving from Congress a “most favored
nation’ trading status with the United States.

United States balance of payments headaches to the contrary notwithstanding,
our negotiators must have been more anxious to lend the money to the defaulted
debtor than the defaulted debtor was to borrow it from the United States. Either
that or a Soviet bluff succeeded in nudging our lenders into hasty and uncondi-
tional surrender. . ,

Thus the leverage of “no-win war"” extends itself—to paraphrase the cogent
axiom of Clausewitz—into the realms of “peaceful” international economics,
While spurning any thought of amnesty to American young men who shirked
thelr military duty to resist the Russian-aided aggression-against South Viet-
nam, the Nixon Administration is now devoting itself to granting financial
amnesty to the selfsame Russian state, one otherwise notorious over a half
century for the remorseless dishonoring of its international financial obligations.

What basis is there for the position taken by Soviet Russia that a successor
regime may claim the assets of the predecessor and yot disclaim the predeces-'
nor's International debts? Virtually no basis.

A survey of international government debts defaulted by one regime and
restored to good standing by one or more successor regimes over the last
century would take the financial investigator far afleld into Europe, Asia and
Central and BSouth America, and bring him into contact with all kinds of
political atructures—monarchies, republics and democracies stamped with eccle-
slastical, capitalist or soclalist orlentation,

Ninety-eight years of annual reports of the Council of the Corporation of
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-Bﬂ?r?;t. bondholders testify to the vital tenmacity of the international debt
con .

The same goes for the 40 years that the United States counterpart of the
British body—the Foreign Bondholders Protective Council—has devoted to nego-
tiations aimed at settling foreign government bond defaults. Similarly. other
international debt adjustments over the past century have been accomplished by
international treaties and by private banking consortiums,

In behalf of United States bondholders, the Foreign Bondholders Protective
Council here has negotiated 41 debt adjustment plans with forelgn governments
.n its 40 years of existence. Of the national governments affected, 18 were in
Latin America, nine were in Europe and two were in Asia.

obably the most significant examples of how international debts have been

en over by successor states are those of the defunct Ottoman and Austro-

Hungarian Empires, where obligations originally incurred by private property
nations have been discharged by successor socialist regimes, .

Other more recent instances include the external debts of Yugoslavia in full
and of Hungary and Poland in part. Moreover, interesting contemporary ques-
tions bearing on the debt liabilities of successor states are presented by the
insurgent Aslan nation of Bangladesh, the Baltic states of Latvia, Lithuania and
Estonia annexed in 1940 by Russia. Also, bonds that were sold by issuers in
East Germany before World War II and—unlike West German Government
bonds rehabilitated by the London International Conference of 1950—are still in
partial or full default, presumably awaiting the reunification of Germany.

The breakup of the European-Near East political complex once known as the
Ottoman Empire into Turkey and 14 other states was followed in 1928 by the
successor states, under the Treaty of Lausanne, assuming debts of the predeces-
sor empire totaling $8.6 million Turkish pounds.

The successor states other than Turkey were Italy, Albania, Bulgaria, Greece,
Yugoslaria, Nedjd, Mesopotamia (Iraq), Syria and Lebanon, Palestine, Trans-
‘jordania, Hedjaz, Assyr, Yemen, and Maan. Some of the Arab states are now
part of Saudf Arabla. .

The final distribution of the Ottoman Debt Council in Paris against provi-
sional receipts issued to holders of bonds of the former Empire will be payable
until the Nov. 10, 1979. Twenty-five bond issues of the old Empire were

. involved, some of them going back to the 10th century.

The shares of debt accepted by Italy (on account of the Dodecanese),
Palestine, Syria and Lebanon, Iraq, Jordan and Yugoslavia were finally settled
in 1026, 1928, 1038, 1984, 1945 and 1960, respectively. A 109, balance of
Greece's share has been arranged for payment, according to the last annual
report of the British Bondholders Council, -

Bulgaria only partially discharged its liability, having settled in 1660 with
Frenchul;%ndholders only. The shares of Albania, Saudi Arabia and Yemen were
not settled. *

Provision for the external debt of the Austro-Hungarian Empire to be taken
over by the successor states was made by the Innsbruck Protocol of 1928. Under
it, eight Lond issues payable in Swiss francs and gold florins were made the
repayment responsibility of Austria, Cgzechoslovakia, Poland, Hungary, Yugo-
slavia and Rumania. ~

The service of these commitments was interrupted repeatedly, notably during
the money famine of the 1980's, and, again, from the convulsions-of World War
I1. By 1972, however, all of successor states of the old Empire had made good
on their commitments—Austria in 1962, Hungary in 1 Poland in 1067,
Yugoslavia in 1970 and Rumania in 1972. Germany, not a successor state, pald
part of Austria’s share of the Empire debt. Thus, over 50 years, the old Empire
debt was redeemed in full. - -

Certain debts of the governments predecessor to the states of Yugoslavia,
I'oland and Hungars are heing serviced by the Communiat successor states, .
Hungary has paid off certain issues of external debt through agreements with
Austrin, Belgium, Luxembourg, Denmark, France, Greece, the Netherlands,
Norway, Sweden, Switserland and Great Britain. Further, it announced in 1071
having “lengthy negotintions, which are still continuing, with Italy and the

——
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United States.” In 1969, Hungary paid off $6,328,000 of loans granted by United
States banks during the 1931 financial crisis.

Communist Yugoslavia in 1965 came to agreement with the Forelgn Bondhold-
ers Protective Council for resuming interest payments on seven issves of dollar
bonds totaling $56 million that were sold in the United States market by the
predecessor Kingdom of the Serbs, Croats and Slovenes from 1022 through 1936,
Debt service has since been maintained without interruption.

Communist Poland announced late 'last year plans for resuming debt service
on 16 issues of dollar bonds totaling $41 million which were sold in the United
States market by predecessor governments from 1920 through 1936. A temporary
plan, as yet not formally announced, 8 to go into effect July 1.

Soviet Russia in 1970 reached agreement with Great Britain calling for the
release of certain British-held funds of the former Baltic states of Latavia,
Lithuania and Estonia, which were annexed by Russia in 1940, As a consequence,
certain payments were made available to holders of bonds of the cities of Wilno
and Riga and the Republic of Estonia. .

There are outstanding about $3 million of dollar bonds sold by Estonia in the
United States market in 1927. These are in default. The United States has not
recognized Russia’s annexation of Estonia.

The debt of Pakistan to The World Bank presents a contemporary problem in
respect to the allocation of debt to a successor state. Pakistan has not yet
formally recognized Bangladesh as a soverign government, presumably because
of the debt guestion.

Pakistan, which owes about $320 million on conventional loans to the World
Bank, has also borrowed more than $400 million from the World Bank's
affiliate, the International Development Association. The latter borrowipgs run
interest-free for 50 years, with the borrower required to start repayment after
10 years. A number of the Pakistan loans were incurred to finance irrigation,
flood control, railway construction and water supply and sewerage projects in
Bangladesh.

How are these loans to be pald back to the World Bank?

[From the Dally Bond Buyer, Nov. 6, 1872}

TRE EbIToR'S8 CORNER
(By Paul Heffernan)

It's a wonderland, all right; a wonderland of wholly new concepts of
creditworthiness and the banking function. The only thing missing is an Alice to
attest the mystifylng strangeness of the new frontier. No Jabberwocky. No Red
Queen. This time, it's all for real.

The first opening of the new vista was the United States-Soviet Russia wheat
deal, with its overtones of multi-billion dollar business with farmers, bankers
and shippers; of credlts to Russia guaranteed by U.8. taxpayers through the
Export-Import Bank ; and of “most-favored-nation treatment” to the Communist
state In future trade relationships.

Bvidently the first test of the new credit yardstick—one based on the bor-
rower's future prospects rather than the recollections of his past——is not to be
made upon some little-propertied state aspiring to a minimum of living stand-.
ards, but rather to the great Russian state that lies athwart Europe and Asia.
Whether the debt-saddled nations of the undeveloped world will be inspired to
emulate Russia’s debt-repudiation practices remains to be seen,

For confirmation of the advent of a new yardstick for international credit,
stockholders of First National City Bank must have been stimulated when they
read about the plans of thelr financlal institution to open a branch office in
Russla, where, in 1019, the Citibank branch was closed by the Soviet state and
the contents confiscated, lock stock and barrel.

And stockholders of San Francisco's Bank of America, NT&SA, and associ-
ated banks must have sensed a second coming, too, when they read about the
managers of their banks syndicating a $68 million financing for the export of

~— ——gonstruction machinery by Caterpillar Tractor Co. to a Russian Government

agency. The loan is being ‘‘guaranteed” by the Bank for Forelgn Trade of the
U.8.8.R. Well, well.
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These bank stockholders must surely be pondering such questions as these:

Why do the official reports emanating from Washington and the industrial—
Banking complex shun all mention of Russian-confiscated property and Russian-
dishonored Government bonds? The only reference to unpald Russian debts is to
the Government-to-Government Lend-Lease account of World War II and there-
after, for which a settlement has been agreed upon. As for the claims of the
private sector against Russia, there is only a great silence.

Will the Soviet Government ever make restitution for the 1919 confiscation
of property owned by foreign banks, foreign corporations and non-Russian
individuals? el

Will the Soviet Government, as a successor state, own up to its lability to
discharge the international obligations incurred by the predecessor Imperial
Russian Government, by putting back into good standing the Russian Govern-
ment obligations repudiated in 1919? -

Does the readiness of banks to do business with defaulted-debt ridden Russia
inaugurate a new banking principle—that the defaulted debtor, once appeased
with new loans of money, may some day be inspired to thaw out his long-frozen
resolve not to pay the old debts, and instead, to finally come clean? What could
happen if banking and Government were to extend this principle to the capitalist
private sector? -

Does the flurry currently going on in Washington and in the nation's indus-
trial and banking centers about engendering new business profits by taxpayer-
underwritten trade with the backslider mean that the intent of the Johnson Act
and the Hickenlooper Amendment—Congressional efforts of the past to shield
bank stockholders and investors in general from having their good money follow
the bad—Is now to be relegated altogether to the waste basket?

CITIBANK BACK TO MO8COW?

The case of First National City Bank s notable. Citibank estimated its losses
from confiscated property and from dishonored bonds of the Russian state at
more than $40 million. Under a claim-processing procedure financed out of the
Litvinoff Assignment funds of 1938, the Foreign Claims Settlement Commission
awarded Citibank $5.4 million plus $4 million representing unpaid interest
going back to periods between 1917 and 1919,

Because the Litvinoff fund of assigned Russian assets totaled only about $9
million agalnst awards against Soviet Russia running to $120 million, Citi-
bank’s award of $9.4 million ended up in a payment to the bank of less than
$500,000—about 19% of its claim and about 5% of the award officlally certified
for It by the ‘U.S. Government. The cash payment excluded the consideration of
payment of what was awarded for back interest.

Nevertheless, the award to Citibank—as with all of the 1,925 awards against
Russia certified by the Foreign Claims Settlement Commission—ended with this
declaration of July 20, 1959:

“Payment of the award shall not be construed to-have divested claimant
herein, or the Government of the United States on claimant's behalf, of any
rights against the Government of the Soviet Union for the un%ald balance, if
any, of the claim.”

REMEMBER THE JOHNSON ACT?

The Jobnson Act was enacted in 1934 to protect United States private
Investors from being exposed to domestic offerings of bond issues of foreign
nations in default of the obligations to the U.S. Government.

It is little remembered today. The major reason is that most foreign nations,
with the exception of certain Communist states, are in good standipg in their
financial relations with our Federal Government, and, as a consequence, are
free to borrow money here from private sources in any way they want.

Much of this record of good standing is due to the negotiations carried on over
38 years by the Forelgn Bondholders Protective Council with forelgn govern-
ments in default of their obligations payable in U.8. dollars.

Over this period, the Council has negotiated 42 debt adjustment plans covering
$8.5 billion of defaulted debt. Today, only the Communist nations of Russia,

\
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China, Hungary, Rumania, Bulgaria, Czechoslovakia, Estonia (now part of
Russia) and Poland are in default of their interniational obligations. Poland has
worked out a temporary debt settlement plan to be given effect by 19785,

A second reason why the Johnson Act is pretty much a dead letter is that
Congress subsequently voted to except from its provisions any nations belonging
to the International Bank for Reconstruction and Development and the Interna-
tional Monetary Fund. Today, most of the world’'s nations belong to these
international organizations.

Again, conspicuous exceptions are China, Soviet Russia and Russia’s Commun-
ist satellites—Poland, Hungary, Czechoslovakia, Bulgaria and Rumania. Late
this Summer, Rumania applied for membership in the World Bank and the
Monetary Fund.
- FINKS AND IMPRISONMENT

Nevertheless, the Johnson Act did warn:

“Whoever, within the United States, purchases or sells the bonds, securities or
—other obligations of any foreign government or political subdivision thereof or
any organisation or association acting for or on behalf of a foreign government
or political subdivision thereof, issued after April 13, 1634, or makes any loan
to such foreign government, political subdivision, organization or association,
except & renewal or adjustment of existing indebtedness, while such government,
political subdivision, organization or association, is in default in the payment of
its obligations, or any part thereto, to the United States, shall be fined not more
than $10,000 or imprisoned for not more than five years or both.”

As amended, however, the Johnson Act goes on to exclude from the above
restriction “public corporations created by or pursuant to special authorizations
of Congress, or corporations in which the United States has or exercises a
controlling interest stock ownership or otherwise.” .

This can be read, then, to authorize the United States to extend loans which, if
extended by a bank or private corporation, would be punishable by fine and
imprisonment. -
HICKENLOOPER AMENDMENT

The Hickenlooper Amendment (to the Foreign Assistance Act of 1961) pro-
vides, as amended :

“The President shall suspend assistance to the government of any country to
which assistance is provided under this or any other Act when the government of
such country or any government agency or subdivision within such country on or
after Jan. 1, 1062:

“(A) has nationalized or expropriated or seised ownership or control of
property owned by any U.8, citizen or by any corporation, partanership, or
association no less than 509, beneficially owned by U.8. citizens, or

“(B) has taken steps to repudiate or nullify existing contracts or agreements
with any U.8. citizen or any corporation, partnership of association not less than
509, beneficially owned by U.8. citizens, or —

“(0) has imposed or enforced discriminatory taxes or other exactions, or
restrictive maintenance or operational conditions, or has taken other actions,
which have the effect of nationalising, expropriating or otherwise seising owner-
ship or control of property 8o owned . . .” .

Inasmuch as the acts of Russia and certain other Communist nations in
conﬂscaﬁnief‘orelgn-owned property and in not paying debts due to foreigners
took place before 1061, they are not covered by the Hickenlooper Amendment.

This could extend the application of the “most-favored-nation” treatment
principal from international trade to international debt management.

The 41 foreign nations that have rehabilitated their international obligations
from a-default status over three decades cannot-help taking note of the impunity
with which Communist nations persist in maintaining their international debts in
defanlt even while negotiating with U.8. officials for new money handouts. The
temptation of lesser states to let their bonds lapse into default and still make a
x?:duh for “most-favored-nation” treatment for new loans must be difficult to

st.
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If the new credit yardatick as applied to Russia is to win general acceptance,
some of the explanation would seem to lle in the Russian Government obliga-
tions of the pre-Soviet regime being regarded as private debts of certain
political associates of the short-lived Kerensky Government that the Lenin
Bolsheviki expelled, and other private debts of the royal family of the old order.

CAMPAIGN CONTRIBUTION

By this thinking, the $1900 million that the U.8. Government lent to the
Kerensky regime after the abdication of the Czar, was not a Government-to-
Government loan, but merely a campaign contribution to the worn-out liberal
politicians who lost out to the Communistas.

Likewise, to sustain the annulment of the Soviet regime’s repudiation of the
external debt of the Imperial Russian Government, it would have to be argued

_ that the money so borrowed was for the private use of the royal family,

including a 86,000-mile network of railroads equipped with American-designed
locomotives—a private touring plaything reserved for Nicholas, Alexander, etc.
and families, with the Russian masses barred from boarding the trains.

BUSSIA'S DEBTS DIED WITH THEM!

And that when the royal family died in a cellar at Ekaterinburg at the hands
of assassins, their private debts—including $2 billlon or so borrowed in the
European markets to finance and nationalize the Russian railroads, as well as
the $75 million borrowed from private investors in the United States to help
carry on the war against Germany—expired with them.

Only their assets—assets confiscated by the Soviet state—survived.

[From the Daily Bond Buyer and the Money Manager, July 17, 1972}
Is Ruseia WOBTHY oF TRADE CREDITS ArTeR A HALF-CEXTURY OF DEFAULY?
(By Paul Heffernan) )

After spending blllions of dollars upholding the international honor of the
United States by checking Communist aggression against South Vietnam, will
the Nixon Administration now capitulate to International dishanor by guarantee-
ing trade credits for Russia even though the Soviet state is in default of
hundreds of-millions of dollars owing to both the United States Government and
its private citizens since World War I days?

The question is timely because of the tentative agreement recently reached
between the two nations in respect to our exporting $750 million worth of wheat
to Russia, a transaction proposed to be financed by $500 million of credits
through the Export-Import Bank. Reports reaching tbe press suggested that
the only thing delaying the deal is a settlement of the lend-lease credits ex-
tended to Russia in World War II.

This nation’'s lend-lease aid to Russia consisted of more than 16 million long
tons of ships, airplanes, tanks, guns, and explosives as well as prodigious
quantities of food and other supplies, Appraised at $11.2 billion, this war
service was proposed to be settled during the Truman Administration for $800
m!lll‘lgx. Russia offered to pay $800 million, and that's where the matter now
stands.

The lend-lease aid, from the standpoint of timing, was of three kinds: (1)
supplies recelved by Russia during the war; (2) supplies in shipment before the
war's end but not recelved until after the war; and (3) supplies shiped atter
the war was over. In 1048 Russia agreed to g:y $222 million over 22 years for
:!eexlx)tleue goods supplied after the war. The Boviet state has made good on this

There is something singularly deja vu, however, about these 1972 discussions
of old Russian debts and new ¢ ts for the Communist state. Were not the
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parties reciting the same lines in 1933, when the Soviet Government was angling
for recognition from the United States?

And again in 19468, when Russia-wanted a $1 billion credit from the Export-
Import Bank?

And agaln in 1959, when Anastas Mikoyan, was the guest of First National
City Bank of New York and the_Economic Club of New York?

It took the plain-spoken Nikita Khrushchev in 1859 to “tell it like it was.” He
sald that the old Russian debts were mere “archives of history.”

But if the coming negotiations over the wheat exports to Russia are to confirm
the Khrushchev proclamation, the Nixon Administration will have to do some
fancy backtracking.

The major embarrassment would be to affix the “forget it" stamp on the
voluminous 1959 report of the Foreign Claims Settlement Commission, which
tried to square a $9 million 1838 assignment of Russian funds (the Litvinoff
Assignment) against over 1,900 awards aggregating $129 million for losses
including back-interest, sustained by American citizens by reason of Soviet
Russia’s seizure of American-owned property in Russia and by reason of
Russia’s repudiation of the external bonded debt incurred by the predecessor
Imperial Russian Government.

While unable to stretch the_$9 million Litvinoff fund to pay off $129 million
of “awards,” the report nevertheless placed the formal certification of the United
States Government on the lasting right of claim of the unsatisfied balances of
awards made to dispropriated owners of Russian-domiciled assets and to
investors holding repudiated dollar bonds of the Imperial Russian Government,.

This 1959 report of the Foreign Claims Settlement Commission (made at a
nominal cost of $455,700 assessed against the $9 million Litvinoff Assignment)
I8 not, however, the only testimonial to the dishonored Russian Government
debts dismissed by Khrushchev as “archives of history.”

A summary of these dishonored debts is as follows:

World War I debt to the United States Government. Counting in interest
aggregating over $500 million, this debt today stands at over $700 million.

The debt incurred by the interim Kerensky regime in Russia on loans from the
United States Government after the abdication of the Imperial Russian Govern-
ment. These loans totaled $1900 million. They were on-the verge of belng settled
by the successor Soviet Government in 1834 by an offer to pay $100 million on
condition that Russia would get a new 20-year loan of twice that amount. The
negotiations fell through.

World War I loans floated by the Imperial Russian Government in the United
States market on bonds subscribable and payable in dollars. There were two of
such loans; they raised $75 million for Russia in the war against Imperial
Germany. One loan bore 6149 interest and was to come due in 1919. The other
bore 5% 9% interest and was to come due in 1921, Both loans were repudiated by

the Soviet state in 1819. About a third of this bonded debt was made the basis-

for clalms for awards filed with the Foreign Claims Settlement Commission and
in some instances a holder of a $1,000 bond received $1,000, Cash payments to
over 700 bondholders from the $0 million Litvinoff fund ran to only about
$762,000, or less than 109% of the total.

The greater part of the Russian fund was pald out to a scattering of banks,
insurance companies and industrial enterprises whose property was confiscated
by the Soviet regime. The largest payment, one exceeding $3 million, went
tomsiinger Sewing Machine Co. enterprises against awards totaling over $350
million.

Financial and industrial enterprises that recelved about 109 in-cash against
awards exceeding $1 million included New York Life Insurance Co., Interna-
tional Harvester Co., First National City Bank of New York, Eastman Kodak
Co., Mobll Oil Co., General Electric Co.,, Chase Manhattan Bank and Morgan
Guaranty Trust Co.

The final sentence of each award by the Federal Government's Commission

" reads as follows: -

“Payment of the award shall not be construed to have divested claimant
hereln, or the Government of the United States, on its behalf, of any rights
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ttxgainlst utx:m Government of the Soviet Union for the unpaid balance, if any, of
e claim.”

The bravura with which Nikita Khrushchev waved away Russla’s interna-
tional obligations seems not to have been rooted in the postures taken repeatedly
by the founding fathers of the Socialist state.

In 1919, when the ink was hardly dry on the Soviet Union's decree outlawing
all obligations, both internal and éxternal, to ‘“landlords” and to others,
Ambassador William Bullett reported : “Lenin, Chicherin, Litvinoff and all other
leaders of the Soviet Government with whom I talked expressed in the most
straightforward manncr the determination to pay its foreign debt.”

Fourteen years later the Bullett statement nearly reached prophetic propor-
tions in the negotiations between President Roosevelt and Maxim Litvinoff, the
Soviet Union's commissar for foreign affairs. The Nov. 16, 1883 letter of
Litvinoff to President Roosevelt—the letter known to historians as “The Litvi-
noff Assignment”—begins with this suggestive language:

“Following our conversations, I have the honor to inform you that the
Government of the Union of Soviet Socialist Republics agrees that preparatory
to a final settlement of the claims and counterclaims between the Governments
of the Unlon of Soviet Sociallst Republics and the United States of America and
the claims of their nationals. . . ."”

It should be obvious, then, to the Nixon Administration 89 years later that the
“archives of history" include the Litvinoff Assignment and its implications as
well as the exhaustive 1959 report of the Foreign Claims Settlement Commis-
glon, with its formal certification by the Government of the United States of the
unsatisfled claims of United States nationals against the Soviet state.

What kind of reasoning can there be behind the seeming unwillingness of the
Soviet Unlon to make good on the Russian state's international obligations? Is
not the successor state responsible in the international community for the
obligations of the predecessor government?

Were this not 80, international debts need never be paid off: a mere change of
goveroment would do. And if such a precept were to prevail in the world of
private enterprise, why should company pay off a debt when the same result
could be attained by merely changing the executive management and the board
of directors?

Any Soviet Russia disclaimer of responsibility for the international debts of
the precedessor Imperial Russian Government can be viewed in two ways.

The first rationale would be that there never was a Russian government prior
to the Soviet Union.

That there were certain Russians—Nicholas, Alexander, Catherine, Elizabeth,
Peter, Paul, Ivan, etc., etc.—but there was no “government.” And when these
Russian celebrities died, that the Soviet state was entitled to “nationalize” their
personal possessions—jewels, art masterpieces, etc, in the name of Russia’s
first “government.” And that the international obligations of the so-called
“Imperial Russian Government” were only the private debts of a few Russian
men and women. Why should the Soviet Union be responsible for such “private”
debts to foreigners-

The other rationale 18 less ingenious but more brazen. It is simply that (1) a
successor government is entitled to the assets of the predecessor government
(not excluding a Russian network of 65,000 kilometers of railroads financed by
more than $2 billion of bonds sold to private investors of Europe, England and
the United States); and that (2) a successor government I8 privileged to
disclaim all of the international obligations of the predecessor government.

Such an innovation in the concept of credit might indeed be inspired and
sponsored seriously by the force of political expediency, but the question
remains: what prudent investors can be expected to buy obligations whose first-
instance security is the pledge of a Communist Government in default of its
International obligations for over a half-century?

Pledges of such kind conceivably could be the first-instance security of
debentures to be sold publicly by the Export-Import Bank. The Federal Reserve
System now has authority to purchase for its investment portfolio the U.8.
Governigent guaranteed Export-Import Bank debentures and has made such
purchases. But who else could be expected to buy them?
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CazsL Mazrxs & Co,, Ixc,,
New York, N.Y., April 16, 1874.
Hox. BoB PACKWOOD,
Senate Finance Commitiee,
Dirksen Ofice Building,
Washington, D.C.

Dzar SexaT0R PACKWOOD : In connection with my testimony before the Commijt-
tee on Finance on April 4, 1974 on the repudiated Imperial Russian Government
Dollar Bonds and in response to your request, I submit the following informa-
tion concerning : 1. The Johnson Debt Default Act. 2, The reason why this cause
could be espoused by the U.8. Government. 3. The question of original ownership
versus bondholdings bought below par.

Insofar as the Johnson Debt Default Act {8 concerned, I realize that defaulted
and/or repudiated obligations by a debtor government to U.8. citizens are not
specifically covered by the Johnson Debt Default Act. Nevertheless, we believe
that this Act grants a measure of protection to such bondholders because
countries in default to the U.S. Government and who are not members of the
International Bank for Reconstruction and Development, and of the Interna-
tional Monetary Fund are precluded from ralsing money from U.8. private
sources. The text of the Johnson Debt Default Act states that a U.8. individual
or entity (as defined) is prohibited from “making any loan to such government,
political subdivision, nrganization or assoclation”. Although this Act was not
meant to interfere with trade, wve helieve that a literal interpretation must take
cognizance of the fact that export financing, whether short-term or long-term
actually involves a loan.

In this context, we believe that much of the so-called export flnancing
contemplated by the private U.8. sector is-in reality a form of project financing
r;g‘l:lh t?hould certainly be considered loans subject to the penalties of this

ation.

The relevance of the Johnson Debt Default Act to bondholders such as
ourselves lles in the fact that it encourages nations to act responsibly to settle
their obligations with the U.8. Government, and to join the International
Financial Community. Any evidence of the Soviet Union's acceptance of finan-
cial responsibility would be an encouraging development for the bondholders.

_ I wish to reiterate my statement that after all these years, bondholders have
no recourse but to look to the U.8. Government to persuade the Soviet Govern-
ment to acknowledge and settle this debt,

In support of this, I have enclosed a letter from Fablan A. Kwiatek, Assistant
1egal Advisor of the Department of State, which clearly outlines the opinion of
the Department .that the cause of the bondholders could be espoused by the U.8.
Government in accordance with established principles of international law,

When_the Forelgn Bondholders Protective Councll was organized in 1938, one
of the questions confronting this organization was that of original ownership
versus bondholdings bought below par. I would like to quote excerpts from their
Annual Report of 1986: -

“Not infrequently the Councll is told by debtors that they are entitled to spe-
cial and particularly generous treatment on fhe ground that the presen holders
of their bonds bought them at greatly reduced prices,

“Aside from the immorality involved in a suggestion by a debtor that he
should cancel his debt by paying his obligation only at the reduced market price
to which his own wilful default has brought it down,—a consideration which in
itself should be sufficient to brand such a contention as unworthy of notice-—
there ulre certain facts which also negative the soundness of any such
contention . . .

“But there has always been another main consideration which has urged the
Council to this general view, namely; There is a basic distinction between the
investment of American money in domestic American enterprises, and the
investment of American money in forelgn enterprises, including loans to foreign
governments.

“In domestic enterprises the national wealth {8 slightly involved in the
question as to who among the people of the United States shall gain or lose with
reference to the particular enterprise. If A, loses to B. in a domestic invest.
ment, the property involved in the transaction is still in the United States and
the national wealth is not impaired.
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“The situation is wholly different with reference to American capital invested
in the bonds of foreign countries. Such an investment is an outlay of the
national wealth. If that investment be not returned to the United States, the
national wealth has been by that much depleted. If & foreign government were to
borrow one dollar and then pay back only twenty cents, on the theory that the
present holder of its obligation had pald only twenty cents for it, and therefore
no more should be paid to the holder to wipe out the obligation, the national
wealth involved in the investment would be depleted by eighty per cent.

“On this consideration also the Council has taken the firm position that foreign
dollar debtors must pay their obligations im full, certalnly as to capital, and
with as slight a decrease in interest and amortization as the circumstances may
seem to require.”

I request that this letter and its enclosure be made a part of the record along
with my written and oral statements. Should you have any further questions, I
would be delighted to reply to them.

In closing, I urge you and other members of the Senate to consider the plight
of bondholders in your deliberations about the Trade Reform Act, and to keep
In mind that this is the only Russian Dollar debt to be floated to the American
public. Because of the unusual nature of this debt and the fact that it is8 a
unique case of repudiation in this century, I would like to see something in the
Trade Reform Act that would require the Department of State in cooperation
with the Foreign Bondholders Protective Council at least to initlate discussions
on this matter with the Soviet Government and to give Congress a periodic
status report on thelr progress.

While I believe that increased trade with the Soviet Union could ultimately
further the cause of peace, the token settlement of the Lend Lease debt in my
opinion Is not sufficient evidence of their financial responsibility. Certainly the
settlement of other debts owing to the U.S. Government as well as these Dollar
Bonds would be a significant step forward {n evidencing this responsibility.

Very truly yours,
EpwiIx S. MARKS.

DEPARTMENT OF STATE,
Washington, D.C., July 21, 1972.
Mg. Epwix S. MARKS,
Carl Marks & Co., Inc., New York, N.Y.

Dear Me. MARKS: Thank you for your letter of June 5, 1972 concerning your
recent meeting with officers of the Department regarding unsettled bond claims
of nationals of the U.S. against the Soviet Government. You refer to my
statement during the meeting about the legal distinction between repudiated and
defaulted bonds under principles of international law and request further
information about the matter.

In 19168 the Imperial Russian Government floated two different types of
dollar bonds. One issue, dated 1916 and due in 1919 provided for an interest
rate of 8% percent, while the other issue, dated 1916 and due fn 1921 provided
for an interest rate of 5% percent. The face value of such bonds was $75,000,-
000—$50,000,000 for the bonds due in 1919 and $25,000,000 for the bonds due in
1921. These ‘bonds were floated in the Unjted States in 1016 by a bankers'
z{yndlgati headed by J. P. Morgan and Company and the National City Bank of
New York.

On March 16, 1017, the Imperial Russian Government was overthrown and
succeeded by a “Provisional Government” which was the immediate predecessor
of the Soviet Government. On January 21, 1918, the Soviet Government issued a
decree “published in No. 20 of the Garzette of The Workers' and Peasants’
Government, dated January 28, 1918 with regard to “The Annulment of State
Loans.” That decree states : _

“1. All State Loans concluded by the governments of the Russian landowners
and the Russian bourgeoisie enumerated in a specially published list are
annulled (abolished) beginning with December 1917. The December coupons of
sald loans are not subject to payment.

“2. AR foreign loans are annuiled unconditionally and without exception.”

As you know, on August 9, 1955, the President signed Public Law 285, 84th
Cong., Chapter 645—1st session, further amending the Internattonal Claims
Settlement Act of 1949. Section 805(a) of the Act gave the Foreign Claims
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Settlement Commission jurisdiction “to receive and determine in accordance
with applicable substantive law, including international law, the validity and
amounts of . . . claims arising prior to November 16, 1838 of nationals of the
United States against the Soviet Government . . .”

In the circumstances the question presented to the Commission was whether
claims for the Dollar Bonds issued by the Imperial Russian Government and
repudiated by the Sovlet Government, were compensable under Section 805(a)
of the Act and international law. The Commission answered such question in the
afirmative and made awards to owners of repudiated dollar bonds.

In arriving at the above mentioned conclusion the Commission relied heavily
on the position of the Department of State, textbooks on international law, the
decisions of international tribunals and to a lesser extent on the legislative
history of the law.

The foregoing authorities agree that a cntracting State may, in the exercise of
the same soverelgn power which it exerted in the issuance of its bonds, as by
appropriate legislative actlon, endeavor to change its covenants or to repudiate
them. Any such conduct on the part of a State which serves either to alter or
destroy, i.e. repudiate, its covenants registered in a bond owned by an allen
obligee, and simultaneously also to remove from the jurisdiction of any
domestie tribunal authority to pass upon the propriety of that conduct, excuses
Immediate interposition by the State of the obligee, and justified the demand by
the latter that the matter be referred for adjustment by an international
tribunal clothed with power to determine the legality, in an international sense,
of the acts of the obligor. This is true regardless of lack of proof of bad faith on
the part of the obligor in doing what it did.

Repudiation constitutes a refusal to admit the binding character of an
obligation. The repudiation may extend to the debts as a whole, or only to some
part of it or its contractual terms. Simple defauit, on the other hand, admits the
binding character of the debt but pleads inability to meet its terms. Repudlia-
tions have often followed revolutions, when the new government repudiated
obligations contracted by a previous de fure or de facto government, on the
allegation that the prior government had no authority to bind the nation. The
outstanding example, of course, i8 the repudiation by the Soviet Government of
the Czarist debt of some $20 billion,

Tith respect to breaches of contract as distinguished froia repudiation, be-
tween a foreign state and a national of the United States, the Department of
State does not intervene in the absence of a showing of a denial of justice. This
practice is based on the proposition that the Government of the Uiiited States is
not a collection agency.

Well-recognized international legal authorities suggest that the original rela-
tion between a state and a foreign lender is not one of international law
inasmuch as the government of the lending creditor will not, as a general rule,
on mere default of the debtor state, undertake to intervene in his behalf. While
the situations created by defaults on foreign bonds, whether partial or complete
are given constant study by the Department of State, it has been the pollcy to
consider them primarily matters for direct negotiation and settlement between
the foreign debtors and the American bondholders or their representatives, The
Department of State, of course, renders all appropriate informal assistance to
facilitate a satisfactory settlemenf. In other words, international law distin-
gulshes sharply between the legal consequences attaching to repudiation, the
publicly declared refusal to pay, and mere default, usually an involuntary and
not publicly declared failure to pay. Only repudiation or wiliful breach is
regarded as violative of international law.

In view of the foregoing, it is the opinion of the Department that the
repudiation by the Soviet Government of the dollar bonds floated by the
Imperial Russian Government without permitting judicial actlon agailnst it
gives rise to an international clalm which could be espousable by the United
States in accordance with established principles of international law.

I hope the foregoing will be of assistance to you. If J can be of additional
assistance, please do not hesitate to let me know.

Sincerely yours,
Fasian A. KWIATEK,

Agsistant Legal Adviser.
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PREPARED STATEMEXNT oF HUBERT PARK BECK, CHAIRMAN, RUSSIAN DOLLAR
BoNDHOLDERS COMMITTEE OF THE U.8.A.

SUMMARY

(1) The novelty and immensity of the Trade Reform Bill, in relation only to
the Sovlet Union, might outstrip the Marshall Plan. '

{2) Yet the-Soviet Unlon has confiscated more than $100 million of property
of U.8. nationals without compensation and has dishonored for more than half a
cﬁntut&y billions of dollars of external debt owing to private investors here and
abroa

(8) With Admlnlstmtlon encouragement, many blg banks have rushed in to

grant immense private credits to Russia on terms thet appear to violate the
spirit of the Johnson Debt Default Act,
* (4) Three distinguished American leaders in international finance have pub-
Hely criticized existing arrangements for granting these credits to the Soviet
Union. These men are Eugene R. Black and George D.. Woods, both former
prexidents of the World Bank, and Gabriel Hauge, Chairman of the Manufactur-
ers Hanover Trust Co.
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(8) The Congress and the Administration, as well, are strangely silent to the
continued injustices still being perpetrated upon U.S. citizens by thie Russian
defaults and debt repudiations.

(8) Likewise, Wall Street and the great banks are mostly silent on these
conspicuous Soviet defaults and repudiations.

(7) To prevent further defaults, the Congress must strengthen the Yohnson
Debt Default Act, and must withhold the Most-Favored-Nation status until the
Soviet Union settles itslong-defaulted debts to Americans.

STATEMENT

From the standpoint of international relationships in a world of government
debt contracts, the proposed United States financing of immensely enlarged
trade with Russia, together with the proposed granting of Most-Favored-Nations
trading status to the Soviet Union, constitute the beginning of a most extraordi-
nary financial excursion into unexplored regions. -

Viewed in complete context, a rapprochement with Russian on the financial
terms proposed by the Administration may outstrip even the grand scale of the
Marshall Plan, which was concelved primarily as a rescue operation launched by
a nation relatively unscathed internally by World War II to its allies and other
nations ravaged by the great conflict.

However, it is something quite different for the United States in its present
international financial dificulties to underwrite credits and to award & prime
trading status to a nation, which, by official U.8. certification, has in the past
confiscated more than $100 milllon of property of U.8. nationals without
compensation, and, further, has dishonored for more than a half-century billions
of dollars of external debt owing to private investors here and abroad.

The annual reports of the British Council of the Corporation of Foreign
Bondholders set forth in sorry detail the story of Russia’s unequaled contempt

- for external debt contracts. It is the story of the financing of the bullding of

Russia’s railroad system on $2.5 billion of bonds of more than 40 issues sold in
the markets of Burope between 1867 and 1914 and payable in non-Russian
money. What the Russians received and spent, they kept. What the Bondholders
saved and invested, they lost.

In the light of this contempt for external debt, how can new credits be
justified? To make acceptable this rehabilitation of the most notorious debt
repudiator in international financial history, certain preliminary steps have been
undertaken by the Administration. ) -

First of all the ollve branch was extended under President Nixon's sponsor-
ship. The official vehicle for financing international trade—the Bxport-Import
Bank--was quick to respond. Its functionaries came up with a triple-A credit
rating for the Soviet state. The Iuternational Bank for Reconstruction and
Development, in which the U.8. government has a multi-billion-dollar capital
subscription, made no comment. 8ince Russia is not a member of the World
Bank, it presumably was not consulted about extending the Russian credits,

Likewise, certain major commercial banks, whose stockholders were deprived
of millions of dollars due to Russia's 1910 confiscation of foreign-owned bank
property remained conspicuously silent. In fact, many big banks responding to
Administration encouragement, rushed in to grant private credits to Russia on
terms—mostly not made public—that could be open to question in respect to
conforming with the spirit, it not the letter, of the Johnson Debt Default Act.

As this Committee {8 well aware, the Johnson Act, passed in 1084, prohibits the
extension of private credits of other than the conventional—i.e, the short-term—
kind to nations in detault of obligations owing to the U.8. government. There
has been a flood of public announcements from Washington about the provi-
stonal settlement of Russla’s World War II Lend-Lease debt, but only silence

_about the fact that Russia has not paid its $192 million World War I debt to the
United States, a debt it even refuses to recognise.

Although the Johnson Debt Default Act was amended to exempt from its
providions nations joining the World Bank, Russia has never seen fit to join,
and, therefore, is not covered by the exemption.

While the Department of Justice in the past has ruled on the applicability of
the Johnson Debt Default Act to various proposed deals with Russia, it
apparently has not seen fit to examine the legal implications of the private bank
credits currently being extended to Russia.
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So far, only three voices of Influence in the world of international finance
have questioned the prudence of the sudden surge of loans by the Export-Import
Bank and by private U.8. commercial banks to Russia. One of these voices was
that of Eugene R. Black, former executive of the Chase Manhattan Bank and
former president of the World Bank, In 1965, while serving on President
Johnson's Special Committee on U.S. Trade Relations with Bast European
Countries and the Soviet Union, Mr. Black joined with the other members of the
committee holding the position that nations in default of external debt and
asking new credits, should settle their old debts., But Mr. Black went further
and declared that such nations should first settle their old debts before being
granted new ones, )

A second voice was that of Gabriel Hauge, chairman of the Manufacturers
Hanover Trust Co., who questioned specifically the terms on which Russia is
being granted loans by private banks. Mr. Hauge was one of President
Eisenhower's economic advisers.

The third voice is that of George D. Woods, former chairman of the First
Boston Corp. and another former president of the World Bank. In a letter to the
editor published in the Neiww York Times of July 6, 1978, Mr. Woods said :

“The matter of privately held Russian debt is still unresolved. In 1916, U.8.
private investors purchased $75 million of Imperial Russian government notes,
which have been in default as to both principal and interest since 1919, In
additlon, there are clalms of U.S. citizens against the Soviet Union amounting to
about $120 million, which were certified by the Foreign Claims Settlement
Commission some years ago."”

“In the recent Nixon-Brezhnev communique,” Mr. Wood continued, “there i8 a
statement of agreement ‘that mutually advantageous cooperation and peaceful
relations would be strengthened by the creation of a permanent foundation of
economic relations. . . ., " “An important building block in such a permanent
foundation would be acknowledgment of debts to private U.S8. creditors accom-
panied by an expression of intention by debtor U.S.S.R. to negotiate a settle-
ment of them.”

Why have opinions of such high professional authority as those expressed by
this trio of bankers of international renown won so little notice or provoked so
littte thought or so few questions?

Although considerable clamor has developed over the Trade Reform Bili, no
voice has been raised here in officlal Washington to protest the continued
injustice perpetrated by Russia upon citizens of the United States whose
property was confiscated in 1919 or whose Russian dollar bonds still are
defaulted and repudiated.

What can be the reason for the Washington silence concerning (1) Russla's
unpaid World War I debt to the U.S. Government? (2) The need to strengthen
the applicability of the Johnson Debt Default Act? (8) The unpaid awards made
by the U.S. Foreign Claims Settlement Commission to American citizens stem-
ming from the confiscation of American property in Russia in 1819 and the
repudiation of Russian bonds held by the United States and payable in dollars,
in other non-Russian money, and even in Russian rubles?

Wall Street and comnmercial banks live for the most part in the world of
today and tomorrow. It is easy in their short-sightedness for the past, to get
blurred or forgotten. But why should the Administration and the ngress
maintain silence about the enormous fnjustice of Russia’s contempt of /interna-
tional debt contracts? /

Under established principles of international law the Russian dollar bonds
_ are just as binding on the Soviet Union as U.8. Treasury bonds are binding on
this Congress and this Administration. The U.S8. Foreign Claims Settlement
Commission has so ruled repeatedly in fulfitling a Congressionally-directed
mandate that took years to complete. If the Commission is right in maintaining
that a bond issued by the Czarist government should be just as legally valid as
a U.8. government bend, then the time has come for the Congress to strengthen
the Johnson Delt Default Act, and to withhold Most-Favored-Nation treatment
from the Soviet Union until it settles its long-defaulted fdebts to Americans.

Yet public afirmation by the Congress, or by the Administration, of the duty
of the State Department to enforce this elementary precept of international law
has been sadly lacking in recent years, Nevertheless, even the Communist
countries of Eastern Europe have repeatedly acknowledged thelr responsibility
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for debts of pre-Communist governments. Consider, for example, the external
debts of the extinct Ottoman and Austria-Hungary empires and the debt of the
pre-World War I Austrian Sudbahn Gesellschaft. All were settled by interna-
tional convention by successor states. Subsequently, the Communist governments
of Hungary, Poland, Yugoslavia, Czechoslovakia and Rumania have largely
settled those very old obligations. Yet the Soviet Unifon still refuses to make
good on its old debts, 8o it behooves this Finance Committee and this Congress
to amend the Trade Reform bill accordingly.

To sum up: The conclusion seems inescapable that if the Congress should pass
the Trade Bill as proposédl by the Administration and make possible the
extension of long-term credits and Most-Favored-Nation treatment to the Soviet
Union, the repercussions among other debtor countries would be profound and
clearly contrary to the national interest of the United States.

Gentlemen, the continued existence of the Russian Dollar Bond debt, if not
settled now, is destined to steadily undermine the relationship between the two
countries. If Congress should pass up this great and most promising opportunity
for achieving a complete settlement of financlal claims against the Soviet Union,
the results can only court disaster. Consider where the Administration policy
would lead. Handing the U.8.8.R. Most-Favored-Nation treatment on a silver
platter, certainly would be a clear invitation to other nations to default on their
debts owed to the United States and its nationals. Any country having difficulty
in paying its foreign obligations would be thus encouraged to default. Likewlise,
it could be expected to request further loans from Washington and from Wall
Street on the excuse that the afluent Soviet Union, even though in default and
repudiation, had obtalned similar loans. The Congress knows how eager some on
Wall Street are to grant forelgn loans and thereby immediately realize large
profits. Above and beyond any individual or corporate desire for quick profits, it
seems to us, is the fact of the interdependence of nations and the need to
strengthen the sanctity of international agreements. In this spirit, the Russian
Dollar Bondholders Committee respectfully urges the Senate Finance Commit-
tee and this Congress to keep and strengthen the Johnson Debt Default Act.
Also, we urge this Committee and this Congress to add a provision to the
proposed Trade Reform Act specifying that Most-Favored-Nation treatment
shall not Le granted to, nor shall it continue in effect with, any nation while that
nation is in default of its debts to the United States Government or to United
States citizens.

Our own American government continues to regard this debt as valid and in
default, Both the U.S. Department of State, and the U.S. Foreign Claims
Commission, treat these bonds as overdue, but unpaid. And this Senate Finance
Committee should strengthen the present inadequate collection procedures by
writing into the Trade Reform Act an escape-proof provision stating with the
greatest clarity that when a foreign nation is in default either to the Govern-
ment of the United States gor to American investors on publicly issued securities
sold on behalf of that foreign government, no agency of the American govern-
ment, and no private American individual, corporation, bank, or other legal
person, shall extend credit or make a further loan to the defaulting foreign
government or to any of its agencles, corporations, or other legal representa-
tives, either directly or indirectly.

In the 1930s the U.S. Congress saw a world economy with rapidly spreading
defaults, due not to 1oillful repudiation as is the case of Russia now, but,
instead, due to lack of available foreign exchange with which to service
acknowledged debts. To meet that situation, the Congress passed the Johnson
Debt Default Act forbidding further American loanis to defaulting governments.
Tater the Congress tightened that Act. However, since that time huge loopholes
have lieen opened in the Johnson Debt Default Act, as amended, so that to a
great extent it has been nullified,

This Committee now must remedy that unfortunate deveolpment.

Let us look briefly at these loopholes. One has been the outcome of legislation

_engcted by the Congress to permit the Export-Import Bank to guarantee

payments by Eastern European purchasers, when the President of the United
States declares this to be in “the national interest.” Such transactions are
specifically exempted from the Johnson Debt Default Act. In recent months
President Nixon has used that power freely, and thus our debt-collecting
strength is ebbing away. Under this exemption, American machine-tool manufac-
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turers have already sold $200-million worth of equipment for the Russian Kama
River trunk plant. In this manner through the Bxport-Import Bank our own
government is extending grant credits, in effect, to the most notorious defaulting
natlon on the face of the earth today—the Soviet Union. Another startling
example {8 the American credit being used to finance the new monumental
forelgn-trade center being erected in Moscow.

Here is how this loophole works: American corporations, eager to get profits
from contracts with the Russians, agree to furnish large quantities of materials,
know-how, patent rights, trade secrets, skilled technicians, supervision, and
management. The Soviets agree to “buy now, but pay later.” So these American
firms borrow from great American banks in order to finance these enterprises
inside Russia. The banks, in turn, perhaps fearful of further debt default by the
Russians, hurry to the Export-Import Bank and get it to guarantee payment of
the loans, which, of course, means really guaranteeing payment by Russia to the
American contracting corporations. Thus our American government instrumen-
tality, the Export-Import Bank, is really guaranteeing great new soviet debts!
In a very real sense, the United States government is thus financing these huge
new loans being made to that notorious defaulter and repudiator, the Soviet
Unlon! We are making it possible for Russia to “buy now, but pay later” on a-
massive scale. But 11ll they pay later, after the work has been completed?

This loophole really nullifies the spirit of the Johnson Debt Default Act.

A second gaping loophole allows forelgn subsidiaries of American corpora-
tions freely to extend credit to the Soviet Union! And they do it.

But these great evasions of the Johnson Act are not enough to satisfy the
U.8.8.R. That government wants the Johnson Debt Default Act completely
repealed. And so the White House, in writing the Trade Reform Act, included a
repealer of the Johnson Act,. ‘

However, that effort to repeal the Johnson Act was a huge stench in the
nostrils of many Americans, including the Russian dollar bondholders whom I
represent here today. So we strongly protested the repealer to members of the
House of Representatives. We are gratified to hear that this provision has now
gtleen geleted from the proposed legislation. This is an important step in the right

rection.

However, the Senate must now go further, and strengthen the Johnson Act. The
two gaping loopholes must be tightly closed, and promptly, too. To recapitulate
the problem briefly : (1) The President must not be permitted at will to declare
the Export-Inport Bank guarantees of payments by the U.S.S.R. are in the
national interest, unless there is opportunity for the Congress to over-rule the
decisions. (2) The Export-Import Bank must be forbidden from financing,
directly or indirectly, trade with, or ald and construction within, a defaulting
foreign country. (8) Foreign subsidiaries of American corporations must be
forbidden to make loans or give credits to a defaulting foreign country. We
Americans who have suffered from Russian debt default and repudiation for
decades urge this Senate Finance Committee to stop up these loopholes by
suitable amendments to the legislation now under consideration.

In this connection the Congress must think ahead regarding the example which
the Soviet record of debt default constantly sets to all other nations. After all,
these other natlons realize that the U.S.S.R. has refused to pay a capicious
and important debt, which was incurred in order to save Russia from collapse.
Aud the other nations see that the U.8.S.R. has “gotten away with it.” How many
other debtor nations, many of them greatly impoverished, must be continually
tempted to follow the Soviet example? Cuba, just off our shore, 18 a conspicuous
example. Under Fidel Castro she has defaulted on her debts to Americans. The
Peoples Republic of China is likewise in default on her debts to Americans.

The Boviet, Cuban, and Chinese examples certainly will become increasingly
tempting for other nations to follow during the months immediately ahead, when
the tull effects of greatly increased oil prices will bring a great squeeze on
international payments. This Committee can help avoid future debt defaults by
putting the needed teeth into the Trade Reform Act. One good way is to
strengthen the Johnson Act.

Senator Packwoop. Qur next witness is Mr. Richard S. Reese,
chairman, American Dinnerware Emergency Committee.
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STATEMENT OF RICHARD 8. REESE, CHAIRMAN, AMERICAN DIN.
NERWARE EMERGENCY COMMITTEE, ACCOMPANIED BY JAMES
D. WILLIAMS, JR.,, COUNSEL

. Mr. Reese. Mr. Chairman and members of the committee, my name
is Richard S. Reese and I am president of the Scio Pottery Co., of
Scio, Ohio, a company founded by my Uncle in 1933, and in which I
have worked in one capacity or the other for 25 years. The company
employs 1,000 people and is the major source of employment in Scio,
& town of 1,500, and manufactures earthen dinnerware and all acces-
sory dinnerware pieces.

The American Dinnerware Emergency Committee—ADEC—was
formed in 1970 by a number of U.S. potteries in order to try to
combat the highly injurious imports of popular-priced earthen and
china dinnerware, primarily from Japan, that were flooding the
country and threatening the very existence of the U.S. earthen
dinnerware industry, having captured some 60 percent of the domes-
tic market. The members og ADEC account for about 80 percent of
the earthen dinnerware produced in the United States.

I was elected chairman of ADEC and it is in that capacity that I
appear before you today. We welcome this opportunity, for we be-
lieve we can contribute to your deliberations from our direct experi-
ence under the Trade Expansion Act—TEA—by suggesting certain
changes in the Trade Reform Act of 19783—H.R. 10710—which we
feel are required to insure a healthy U.S. pottery industry.

The main thrust of my testimony today is in the area of the escape
clause provisions of H.R. 10710, and we have seven specific recom-
mendations to make.

ADEC is in a particularly good position to discuss the escape
clause because our industry was successful in petititoning for relief
under the current law in 1972. We were the only petitioners up to
that time to receive four affirmative votes before the Tariff Commis-
sion. On April 22, 1972, the President implemented the Tariff Com-
mission recommendation by increasing the rates of duty on earthen
dinnerware and chinaware-not-in-sets to pre-Kennedy round levels,

However, we did not receive the complete relief we requested
primarily because of the legal requirement that increased imports
must be due in major part to trade agreement concessions. Even one
of the dissenting Commissioners, Commissioner Leonard, stated :

I have no trouble in finding increased imports of important categories of
ceramic table and kitchen articles like or directly competitive with the products
of the domestic earthenware industry, nor in finding that industry seriously

injured, nor even in finding the increased imports to be the major factor causing
the serious injury to the industry.. . .”

‘“However,” Commissioner Leonard went on to say:

Senator Packwoop. Let me ask you a question. You went before the Tariff
Commission and got partial relief but you could not get the complete relief
because the entry was not caused by a tariff concession it was simply a
mltl:trgl flow_of imports and under the law you were therefore not entitled to
re

Senator Packwoop. Let me ask you a question. You went before
the Tariff Commission and got partial relief but you could not get
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the complete relief because the entry was not caused by a tariff
concession; it was simply a natural flow of imports and under the
law you were therefore not entitled to relief ?
r. WiLriams. If the Chair please, I will first identify myself as
James D. Williams, Jr., counsel for ADEC. I had the honor 20 years
ago of servin%l 4 years with Senator Taft, Sr., as his legislative
counsel when he was a member of this committee. I would say on
that point, Mr. Chairman, that we asked for tariff relief in two
areas: earthen dinnerware and china dinnerware. And the Commis-
sion did find that injury was in major part due to trade concession
agreements on the earthenware part of the request but on the china-
ware part of the request they found injury but they couldn’t find it
in major part, so in a way, we only got half of what we were after.

Senator Packwoop. On the first part, what was that again$

Mr. WiLLianms. Yes; earthenware.

Sénator Packwoop. And did you get compensation on that?

Mr. WiLLiaxs. We did get increased tariff rates on that.

Senator Packwoon. But in other words it is imperative that the
two be related; you must have damage and it must be related to a
trade concession ? )

Mr., WiLniasms. Yes, sir, under the present law. And thank good-
ness that has changed under the present legislation as drafted.

Mr. Reese. The same legal ingredient prevented the Commission
majority from giving us relief in the key china dinnerware area. As
our first recommendation, we therefore, support the new standard
contained in Sectivi: 201(b) (1) of H.R. 10710 which does not condi-
tion relief on trade concessions, but asks merely:

Whether an article is being imported into the United States in such increased
quantities as to be a substantial cause of serlous injury, or the threat thereof, to

the domestic industry producing an article like or directly competitive with the
imported article.

However, our more immediate concern is to make certain that the
relief which we have spent considerable time and effort to obtain
under the TEA is not prematurely terminated or diminished under
the proposed changes to the escape clause. H.R. 10710 is unclear as to
how our present escape clause relief will fare when the new law is
enacted.

The TEA had specific provision for full carryover of the prior
escape clause relief applicable to previously decided cases, but the
proposed legislation seems vague at best on this point. Accordingly.
as our second recommendation we strongly urge that the language of
the bill be clarified so that successful recipients of relief under the
TEA will be entitled to at least as favorable terms of relief as under
the TEA.

Senator Packwoon. You are not asking for any relitigation on the
claim you lost, you simply want to make sure what you have is not
changed by this law?

Mr. ReEsE. Yes.

Mr, WiLLiams. Strange as it may seem, this new legislation treats
an industry that has an escape clause relief worse than TEA. It will
cut off this relief in a much more unfair way than the TEA. And the
suggestion has been made, and I believe your staff is well aware of
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this, that perhaps the TEA. phaseout provisions should be substituted
, ~fdf'§hé‘byo osed provisiofs ?x‘;'ﬁie draft you have before you.” - -
" Senator PAckwoon. 1t'seems unusual, ‘ L e
. Senator Packwoop. We are in essence going to terminate éstab-
_ lished relief by tlib passage of a new act. Thank you, goghead. - ..

Mr. Reesk. Third, our concern about the ¢changeover is heightened
by the fact that the proposed changes tc the escape cliuse relief
provisions are more unfair to the recipient of relief than the present .
aw. In our situation under the TEA, we can petition the Tariff
Commission for 4 hearing on the probable economic effect, of termi-
nating the relief 9 months before our tariff adjustment is scheduled
to expire—unless renewed—in 1976. But undér the new proposal,
there is no 4-year relief period during which thie relief is unimpaired.
- Instead, there is & 5-year maximum period during which & phaseont
of the protection must occur by'the end of the third year. And under
this new proposal, the industry concerned.cannot petition for a
hearing from the Tariff Commission on the probable adverse eco-
nomic effects of the phaseout until 9 months before the final termina-
tion date. It must, contrary to _;E,resent law, allow the first -two
phaseouts to occur without ang right to object. - S

Furthermore, even if an industry were t,?sgrevail in askiuﬁnf,or an
extension of relief, the level of such relief is limited to that in effect
immediately before such extension, and cannot be extended for more
than 2 years. By that time, damage from réducing the tariff relief
may liave already occurred, Apart from our own interest, we believe
this whole gglp'roach‘ must be corrected. - . o

Our féurth recommepdation is that there should be no statutory
phaseout of import relief. Lat the President decide, as now, when
and how he wants to-time-any Ehaseout, and let the affected indus-
try, then as now, have the right to petition for & hearing on the
probable economic effect thereof. Such timing will, among other
things, depend iipon the condition of the national economy and the
particular industry involved during the iggorb relief period. It is
impossible to predict when relief is initiated what may be the eco- _
rflomic status of the affected industry at any certain date in the

uture. - ‘ :

And, at the very least, the extension provisions should certainly
not be less liberal than the TEA, as in the current proposal. We
should not forget that it is 100 times easier to preserve a job than
create one—and that is a fact important not to forget in these days
of nagging unemployment. This has even greater importance for
industries with little or no chance to benefit from exports, such as
ours,

This committee should substitute the phaseout and extension provi-
;i.(l;?s of the TEA for the more restrictive language of the present
bill. : |
. Fifth, we note with alarm that the proposed legislation denies to
Congress the authority to override a Presidential decision not to
impose import relief when recommended by the Tariff Commission.
The present law provides for such action, and we believe its omission
from H.R. 10710 is a serious oversight that should be corrected.

80-229—74-—pt. 8——38
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_ Sixth, we urge that some provisions 1 ade if. the propdsed

legislation for adjustment in tariff relief where necessary to accannt
for the effects of inflation and changes in’ international exchange

" rates,

"For example, in our case, what reli_ef'l‘u’zs been given has been

" eroded by inflation and changes in currency exchange rates, particu-

larly revaluation of the Japanese yen. This is because the dinnerware

tariff schedules-are divided into value brackets and the escape clause

reliof affécted only the middle value brackets—roughly $12 to $22 per
1-piece norm. When inflation in this country causes the price of an
article protected by the increased tariff to rise, and at the same time
the ¢ompetitive foreign article increases in value due to revaluation,
and 86 moves out of the middle value bracket, the tariff relief is no
loniger effective. - T o

"The sertousness of the above dévelopment in our case can readily
bé seen by the fact that over the past 2 yenrs prices of U.S. earthen
dinnerware have risen 10 to 20 percent, while the value of Japanese
ware has also increased by virtue of a 25 percent increase in the
dollar value of the yen. o :

Therefore, this committee should give careful consideration to au-

‘thorizing the Tariff Commission to modify the relief granted: by

adjustment upward of appropriate valye brackets to preserve protec-
tion in the face of inflation and revaluation. T

Seventh, we are distressed to seé that the bill ranks the four basic
t.y{)es of im{)ort. relief in order of preferencé. We believe each form of
relief should be coequal with the others; no one form should be

referred over the others. The Tariff Commission—in recommend-
ing—and the President—in implementing—should be given as much
latitude as possible in choosing the type of relief that seems appro-
priate in any given case, and should not be limited by an arbitrary
order of preference set out by statute. _

In particular, we deplore the fact that orderly marketing agree-
ments have been labelled as the least preferable form of relief that
the President may employ. In our case, we believe that an orderly
marketing agreement would have been preferable to the tariff relief
we did receive. In fact, we asked for relief in the form of an orderly
marketing agreement before we were given tariff relief, but we were
unsucoe&s%ul. . .

The proposed legislution would permit a Co%resslonal veto of
either quotas or orderly marketing agresments. We believe this re-
striction inhibits Presidential action that would giye us the type of
relief we require, and for that reason we oppose the Congressional
veto provision. '

Our written statement covers several other areas of H.R. 10710,
including the President’s tariff cutting authority, adjustment assist-
ances to firms, granting of MFN to Communist countries, and exten-
sion of preferences to underdeveloped countries: We hope the com-
mittee will give our comments on these topics their careful
consideration. -

I thapk you. : :

Senator Packwoon. As I understand it, under the TEA once you
have determined you are entitled to relief, it is renewable every 4
years forever. :
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Mr. Reese. I don’t know about forever.

Mr. WirLiaxus. One renewal.

- Senator PAckwoop. Eight years total?

Mr. Reese. One renewal.

Mr. WiLLiams. We haven’t got into after that. We arc trying to
hold on to our 4 years. I am sure the staff, I am sure Bob Best has
the law there——

Senator Packwoop. If this is indeed an adjustment act to further
trade, should we have a transition period ¢ ‘

Mr. WiLLianms. True, and you should have control in the Executive
to take a look at how the industry is making out and then, if it is
deemed appropriate, to phaseout the relief, but certainly not to lock
. it in as a statutory provision and certainly not to have, as we seem to

- have, an automatic situation where after 3 years, and not 4 years, but
after 3 years you have an automatic phaseout. So that under this
over a 3-year period—and let us assume we would have one thir
each year—the industry cannot petition for a hearing and cannot
object to this phaseout until the last leg of the phaseout, until the
final third. The first two-thirds of the phaseout occur annually with-
out the legal right for the industry to come in and say that this is
going to kill us.

Senator Packwoop. Let me ask you this. I am reading from the
committee staff review of the law under present law import relief
measures remain in effect for 4 years, but may be reextended for any
number of additional 4-year periods?’

Mr. ReEsE. Yes.

Senator Packwoop. Assuming that it means what it says and we
want to make a change so that there is finally a phaseout—and I
understand the claim you have under TEA—but at some time if we
want to phase it out, we are going to have to make some accommoda-
tion to our perpetual 4-year rights with a rational phasing in with
the new law that we pass.

Mr. WiLLiamMs. Well, you see, Senator, under the renewal you get
the first 4 years. Let us take the glass situation. I.et us take flat glass,
which I am acquainted with and so is Mr. Chester who follows me,
and you have a situation where it went for the 4 years and then it
was negotiated downward at the Kennedy Round, as I recall it, and
it was negotiated downward in phasing, and they phased it down
over a 3-year period and then that was the end of it and it worked
out fine because the companies that were getting adjustment assist-
ance had that umbrella while they were building their new plants,
and so on. So it worked out very well as you undoubtedly have
evidence adduced to this effect. '

So that you coulc have such a thing under this law, yes, you had
the right but it never happened. In other words, you never had under
the Trade Expansion Act—although it is possible—you never had a
four and then a four and then a four.

Now if you feel that should be eliminated—

- Senator Packwoob. Excuse me then, all you are asking is for a fair
phasing so that you are not unduly hampered in exercising your
existin%vrights ! ,

Mr. WiLriams. Yes, and let us suppose that first of all we have 4

years, and as you know we don't have that under this bill, all right,
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‘and let us assume then the President decides to extend it for another

four, but actually he doesn’t have to—I don’t believe under the TEA
that he has to do it at 100 percent, for the'next four; he can say I am
extending it for four or I am extending it for three and I am
phasing it out at 8314 percent each year for the next 3 years—now
assuming that—— o ~
. Senator PAckwoop. In other words, in the law we are saying there
is A maximum of 7 years by statute? S
Mr. WiLLiams. Yes, you are saying that it automatically goes
down after the third year and so conceivably it is one-third becanse
yeu do it in three steps so that by the time you get to renew that
t.hm%;at the end of the 5 years, you may only have one-third of the
left, you see. ‘ \ : ’
Senator PAckwoop. It is not worth renewing. e
 Mr. Witriams. That is right. The death has already occurred.
Thank you, Mr. Chairman, ‘ : : =
Senator Packwoop. And thank you. We appreciate your very good
testimony and very good statement. SV
_ Mr. Wawiams.” We would be pleased to give whatever further
information is required to the staff and I believe the staff knows that.
. Senator Packwoop. Thank you, and your entire statement will go
in the record. o _ :
- [The prepared statement of Mr. Reese follows. Hearing continues
on p. 1855.] - .

PREPARED STATEMENT OF RICHARD S. REESE, CHAIRMAN, AMERICAN DINNERWARE
EMERGENCY COMMITTEE (ADEC) ’ '

SUMMARY

L, Escape Clause Recommendations .

A. Based on its own experience under the THEA, ADEC strongly supports
Section 201(b) (1) of H.R. 10710 which eliminates the present condition that
increased imports causing injury to domestic industry must be the result of
trade agreement concessions.

B. ADEC is extremely concerned that H.R. 10710 does not expressly provide
for a carryover of the import relief it received under the TBEA. In fact, the
proposed legislation, unless corrected, would essentially phase out ADEC's
relief hefore giving it a chance to ask for an extension.

C. H.R. 10710 provides less protection for U.8. industry than current law
because it permits a substantial phaseout of import rellef before an extension
can be requested, and even if granted such extension 18 limited to the level
existing fmmediately preceding the request for extension.

D. There should be no statutory phaseout of tmport relief; the President
should be able to adjust the phaseout timetable according to the needs of each
injured industry.

B. As in the present law, Congress should be able to override any Presidential
dectston not to provide tmport relief recommended by the Tariff Commission,

F. ADEC's experience with escape clause relief under the THA reveals that
there is & need to provide for adjustment in tariff rellef where the affected
imported products are classified according to value brackets: revaluation of
foreign currencies aud inflation in this country have combined to erode the tariff
relief given ADEC under the TEA.

G. ADEC belleves its problems would be far better solved by an orderly
marketing agreement than by tariff increases. Accordingly, it deplores the
downgrading by H.R. 10710 of the orderly marketing agreement as a form of
import relief. Both the Tariff Commission (in recommending) and the President
{In implementing) should be given as much latitude as possible in choosing the
type of relief that is appropriate in a given case; by ranking types of import
rellef in order of preference, and by then making the President’s cholce of elther
quantitative restrictions or an orderly marketing agreement subject to Congres-
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slonal veto, H.R. 10710 is unnecessarily restricting the forms of relief available
to. an injured industry. - . ' ‘

11, Tiriff-Cutting Authority
Some limitation simllar to the “peril point” procedure under previous legisla-

~ tion should be imposed on tariff-cutting authority,

III, Adjustment Assistance o B

ADEC suppor:s the strengthening of adjustment assistance provislons but
suggests that injured firms be given a longer &me period within which to request
certification for eligibility to receive assistan '

-IV. Granting of MFN ireatment to Communist Countries and Extcnsion of

Preferences to Less Developed Countries
ADEC cautions agdinst both granting of MFN treatment to some Communist

éountrles and tariff preferences to less-developed countries because of the

pottery industry's particular vulnerability to imports from low-wage countries.
Accordingly with regard to the latter ADEC strongly supports the provision iu
H.R. 10710 that no preferences can be given where the article is or becomes
subject to import relief,

BTATEMENT

Mr. Chairman and members of the Committee, my name is Richard S. Reese
and I am President of the Scio Pottery Co., of Scio, Ohio, a company founded by
my uncle in 1633, and in which I have worked in one capacity or the other for 25
years, The company employs 1,000 people, is the major source of employment in
Scio, a town of 1,600, and manufactures earthen dinnerware and all accessory
dinnerware pieces.

The American Dinnerware Emergency Committee (ADEC) was formed in
19070 by a number of U.S. potteries (current membership list is attached) in
order to try to combat the highly injurious imports of popular-priced earthen
and china dinnerware, primarily from Japan, that were flooding the country and
threatening the very existence of the U.8. earthen dinnerware industry, having
captured some 609 of the domestic market. The members of ADEC account for
about 809% of the earthen dinnerware produced in the United States.

I was elected chairman of ADEC and it is in that capacity that I appear
before you today. We welcome this opportunity, for we believe we can contrib-
ute to your deliberations from our direct experience under the Trade Expansion
Act (TEA) by suggesting certain changes in the Trade Reform Act (H.R.
10710) which we feel are required to ensure a healthy U.8. pottery industry.

ESCAPE CLAUSE EXPERIENCE

I would first like to discuss the tariff adjustment relief we received under the
present escape clause. On June 1, 1971, ADEC filed a petition under Section
301(b) (1) of the TEA with the Tariff Commission almed primarily at Japanese
imports of low-end or popular-priced ceramic dinnerware (both earthenware and
chinaware). Following eight days of hearings in November and December and
the filing of briefs, the Commission filed its report on February 22, 1972, By a
vote of 4-2 the Commission found injury to our industry from increased
imports, due to tariff concessions, of earthen dinnerware and some chinaware,
but not from imports of china dinnerware (chinaware in sets) from which we
were also experiencing extreme injury. Although the Commission found exlsting
injury from china dinnerware, the majority were blocked from finding that it
was due to tariff concessions by the “in major part” requirement of the TEA. On
April 22, 1972, the President implemented the Tariff Commission recommenda-
tion by increasing the rates on earthen dinnerware and c¢ertain chinaware to pre-
Kennedy Round levels. -

ESCAPE CLAUSE RECOMMENDATIONS

It is clear that we had an extremely good case before the Tariff Commission,
Despite the over-restrictive requirements of the TEA escape clause, we were the
only petitioners in the history of the TEA up to that time to receive four
afirmative votes. Furthermore, both of the dissenting Commissioners found
fnjury from increased imports. However, they were unable to link them with
tariff concessions. One of the dissenting Commissioners, Commissioner Leonard,
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even stated; “I have no trouble in finding increased imports of important
categories of ceramic table and kitchen articles like or directly competitive with
the products of the domestic earthenware industry, nor in finding that industry
serfously injured, nor even in finding the increased imports to be the major
factor causing the serious injury to the industry. . .”

“However"”, the same Commissioner went on to say, “I am unable to deter-
mine that the industry is eligible for relief under the THA because I cannot find
the second element of the law satisfied—that the increased imports are a result
in major part of trade-agreement concessions. This Achilles heel of the statute
once more prevents me from finding in behalf of a U.8. {industry sorely beset
with import-fnspired problems.” ? -

The same legal {ngredlent preveited the Commission majority from giving us
relief in the key china dinnerware area. We therefore support the new standard
contained in Section 201(b) (1) of H.R. 10710 which does not condition relief on
trade concesslons, but asks merely: “whether an articie is belng imported into
the United States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, To the domestic industry producing an
article like or directly competitive with the imported article.’

However, our more immediate concern is to make certain that the rellef which
ive have spent considerable time and effort to obtaln under the TEA is not
prematurely terminated or diminished under the proposed changes to the escape
clause. H.R. 10710 {r unclear as to how our present escape clause relief will
fare when the new law is enacted. )

The TEA had specific provision for full carryover of the provisions of the
prior escape clause, Section 7 of the Trade Agreements Extension Act of 1951,
as it applied to cases receiving relief under Section 7, but the proposed
legislation seems vague at best.on this point. Accordingly, we strongly urge that
the language of the bill be clarified so that successful reciplents of relief under
the TEA will be entitled to at least as favorable terms of relief as under the
TEA.

Our concern about the changeover {3 heightened by the fact that the proposed
changes to the escape clause relief provisiong are more unfair to the recipient ot
rellief than the present law. In our situation under the TEA, we can petition the
Tariff Commnission for a hearing on the probable economic effect of terminating
the relief nine months before our tariff adjustment is scheduled to expire
(unless renewed) in 1976. But under the new proposal, there is no four-year
relief period during which, unless changed by the President after a hearing
followed by Tariff Commission finding, the relief is unimpaired. Instead, there
is a five-year maximum period during which a phaseout of the protection must
occur by the end of the third year (Section 203 (i) (1) and (2)). One can
assume that the draftsmen of this patently unfair provision would have the
President remove one third of the escape clause protection after the third year,
one third after the fourth, and the final third at the end of the fifth. Yet under
this new proposal, the industry concerned cannot petition for a hearing from the
Tariff Commission on the probable adverse economic effects of the phaseout
until nine months before the final termination date. It must, contrary to present
law, allow the first twvo phaseouts to occur without any right to object (Sections
203 (J) (8) and 203 (J)(4)). And even if an industry were to prevail in asking
for an extension of relief, the level of such rellef is limited by Section 203
(1) (3) of the bill to that in effect immediately before such extensfon, and cannot
be extended for more than two years. By that time, damage from reducing the
tariff relief may have already occurred. Apart from our own interest, we
believe this whole approach must be corrected.

Furthermore, there should be no statutory phaseout (Sectlon 203 (i) (2)). Let
the President decide, as now, when and how (affer a minimum period such as
four years) he wants to time any phaseout. Such timing will, among other things
depend upon the condition of the national economy and the particular industry
involved during the import relief period. It is impossible to predict when rellef
is initlated what may be the economic status of the affected Industry at any
certain date in the future. Thus, the President should be able to take advantage
of a flexible timetable,

At the very least, the renewal provisions should certainly not be less liberal
than the TEA, as in the current proposal. We should not forget that it is a

1Views of Commissioner beonird. Report to the President on Investigation No. TEA-
I-22, T.C. Publication 468, February 1972, P. 22.
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hundred times easier to preserve a job than create one—and that is a fact
important not to forget in these days of nagging unemployment. This has even
greater relevance for industries with little or no chance to benefit from exports,
such as ours, ) "

This Committee should substitute the phaseout and extension provisions of the
TEA for the more restrictive lJanguage of the present bill,

Finally, we noté with alarm that the proposed legislation denles to Congress
the authority to override 8 Presidential decision not to impose import relief
when recommended by the Tariff Commission, The present law (Section 831
(a)(2) (B) of the TEA) provides for such action, and we believe its omission
from H.R. 10710 is a serfous oversight that should be corrected.

The TEA, and Section 7 of the Trade Agreements Extension Act of 1951 which
preceded it, have worked reasonably well in providing rellef from imports
where aggrieved industries have been able to meet the statutory criteria of
Injury. Oné key to successful relief Is a system of *“checks and balances” such
as the present law provides: the Tarlff Commission recommends which relief it
deems appropriate (and certainly, having conducted a thorough investigation, it
is in the best position to do so), the President then acts on that recommendation,
or is held accountable to Congress if he does not, in which case Congress can
override his decision. If the proposed legislation {s not changed to provide for a
Cougressional override, we believe some consideration should be given to make
the Tariff Commission recommendation binding on the President. ’

INDUSTRY EXPERIENCE IN THE ONE YEAR SINCE THE TARIFF INCREASE

The first annual report of the Tariff Commission on the effects of increasing
duties on some ceramic tableware clearly shows, we believe, that not enough
rellef was granted to the industry by the mere rollback on some products to
1087 tariff levels: the tariff on imports of earthen dinnerware were not
increased to a high enough level and tariffs on imports of low-value dinnerware
were not increased at all.

ARs evidence of this, the Tariff Commission’s May 1978 report states that
although domestic shipments of certajn earthen table and kitchen articles on
which the duty was increased on May 1, 1972, were 8 percent greater in 1972
than 1971, imporis were 18 percent greater!

In addition, what relief has been given has been eroded by inflation and
chaunges in currency exchange rates, particularly revaluation of the Japanese
ven. This i3 because the dinnerware tariff schedules are divided into value
brackets, and the escape clause relief affected only the middle value brackets
($12 to 22 per T7—plece norm). When inflation in this country causes the price
of an article protected by the increased tariff to rise, and at the same time the
competitive foreign article increases in vatue due to revaluation, and so moves
oyt of the middle value bracket, the tariff relief is no longer effective.

The seriousness of the above phenomenom in our case can readily be seen by
the fact that-over the past two years prices of U.S. earthen dinnerware have
risen 10 to 20 percent, while the value of Japanese ware has also increased by
virtue of a 25 percent increase in the dollar value of the yen.

With the recent increases in prices of energy the high energy requirement
together with increased labor and other costs for production of dinnerware will
cause substantial further price rises. The top of the value bracket for imports of
earthen dinnerware competitive with U.S, earthenware given tariff relief was
$22 per 77-plece norm. If prices rose 25 percent the value of such ware would be
$27.50 and a large part of domestic dinnerware would have ‘“graduated” into a
value range unprotected by the reliet given by the escape clause.

Therefore, this Committee should give careful consideration to authorizing the
Tariff Commission to modify the relief granted by perlodic adjustment upward
of appropriate value brackets to preserve protection in the face of inflation and
revaluation.

AN IMPORTANT REMEDY : ORDERLY MARKETING AGREEMENT

These problems could have been avoided—and fully adequate relief pro-
vided—if the Administration had negotiated an orderly marketing agreement
with Japan, as we had asked. Such an agreement could have been negotiated
concurrently with a tariff increase, then the latter could have been withdrawn

i
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when a satisfactory agreement was reached. This was not done because the TEA
put the two remedies on an either/or basis.’ :

The proposed legislation permits such a combination of increased tariffs and
orderly marketing agreement, but we are distressed to see that it considers an
orderly marketing agreement as the least preferred relief available to the
President. Furthermore, H.R. 10710 restricts the effectiveness of an qrderly
marketing agreement in two other ways: (1) Bectian 208 (d) (2) of the bill

“provides that an agreement cannot redugg_%g‘}evel of imports below that of &

recent representative period; (2) Section provides that either house of
gotx;gress may veto an orderly marketing agreement after it has been entered

We do not belfeve that orderly marketing agreements should necessarily be
considered less preferable than increased tariffs, or any other form of rellef.
Each remedy should be considered on its own merits as applied to a particular
case, and should not be arbitrarily ranked according to preference. It is our
opinion that an orderly marketing agreement would afford the protection that
tariff increases have not been able to, yet by making it more difficult for a
Pr;stlldent to employ such an agreement, the proposed legislation prejudices our
position. . »

In addition, by “down-grading” both quantitative restrictions and orderly
marketing agreements as possible remedies for injurious imports, the proposed
legislation diminishes thelr effectiveness as negotiating tools: the “threat” to our
trading partners of the possibility of using either remedy is not as great it they
are restricted in the manner proposed by H.R. 10710. The President must have
authority to impose and the Tariff Commissgion the duty to recommend sshalever
relief may be required : tariff imposition or increases and/or tariff rate quotas
and/or quantitative restrictions and/or orderly marketing agreements neces-
sary to accomplish the purpose of the legislation.

We still need an orderly marketing agreement and we have exhausted all
administrative recourses to that end. In this regard, we are attaching the letter
we filed with the Trade Information Committee on July 21, 1972 in another valn
attempt to close the import loopholes that are endangering our industry. It was
to no avail. We asked the Administration to withdraw tariff concessions previ-
ously given on imports from Japan of earthenware and low-value chinaware.
Such action is provided for in Article 28 of the General Agreement on Tarift
and Trade (GATT). We hoped that this might lead to an orderly marketing
agreement. The Administration denied our request. The Congress, as in the past,
is our main hope for assistance in our continuing endeavors.

TARIFF-CUTTING AUTHORITY

Just as we are concerned about the restraints against adequate protection for
our industry, we have an equal concern for the tariff-cutting authority proposed
for the President in H.R. 10710. We know this Committee will go over this part
of the legislation most carefully. But we would like to say in passing that the
old “peril point” provision in effect prior to the TBA should agaln be examined,
to strengthen the advice of the Tariff Commission with regard to coming

negotiations,
ADJUBTMENT ASSISTANCE TO FIRMS COMMENTS

We strongly support the provisions of H.R. 10710 as they relate to adjustment
assistance. The present adjustment assistance provisions, when availed—of,
achieved excellent results, as for example in the sheet glass industry. Again,
these measures are calculated to help preserve jobs in areas where moderniza-
tion and technological improvements will make plants more competitive. How-
ever, adjustment assistance should be viewed as only a supplement to import
relief fn the form of quotas and increased tariffs.

At the time of our successful escape clause action, by regulation a firm had to
apply for adjustment assistance within a year after the Presidential Proclama-
tion providing for a request for certification to the Secretary of Commerce. This
is not long enough, and should be increased to at least two years. Our members
chose not to apply for firm certification untll it became clearer Just how much

3 The Commission majority recognised the appropriateness of an orderly marketin
agreement in our case by pointing to the authority for it in a footnote to its recommend
reljef, See p. 12, Report to the Presideat on Investigation No. TEA~1-22, T.C. Publication

466, February 1972,
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the escape clause tariff protection would mean to them—whether the umbrella—
though leaky—would keep out tbe rain long enough to make a facilities overhaul
and technological improvement program profitable, At least one of our firms
now feels that such a certification might indeed have helped it, but the one year
period had already run.

GRANTING OF MOST-FAVORED-NATION TREATMENT AND EXTENSION OF PREFERECES

We in ADEC are most concerned about the continua! foreign threat to our
industry. We are aware that this threat has not completely materialized because
much of it will come from countries such as Communist China not presently
enjoying “MFN" treatment. If and when they do, we may well be inundated
again. In fact MFN treatment may not even be necessary, in view of the low
cost of production in countries like China, to encourage injurious imports, In
rnes;l event, extension of MFN to low-wage countries should be carefully exam-
ned. °

But the extension of general preferences to developing natlons is even more
dangerous to our industry. For the manufacture of ceramic dinnerware is a
natural for any developing country—the industry being labor-intensive, the
skills not too difficult to learn, and the capital investment required to get
started being small. We therefore strongly support the provision in H.R. 10710
that no preference can be given where the article {8 or becomes subject to import
relief under this act or under 851 of the TBRA.

Although the existing escape clause rellef protects some of our products from
the effects of these preferences, we are not protected from imports of low-value
china dinnerware aund to these we are completely vulnerable.

CONCLUSION

ADEC's rellef under the present escane clause must not be allowed to be
eroded by the proposed legislation. In fact, the proposed changes are not as
favorable to industry in certain respects as present law.

The escape clause should be strengthened immediately. Orderly marketing
agreements should be given new Iimportance, and value brackets in the tariff
schedules should be made more flexible to cope with changes in exchange rates
and inflation.

Adjustment assistance should be continued and strengthened.

The legislation as & whole should be rewritten so that the thrust is away from
the blank-check approach to reducing tariffs and instead given direction and
purpose with adequate guidelines based upon Congressional judgment of future
probabilities and past experience.

LIST OF ADEC MEMBERS

Canonsburg Pottery Co., P. O. Box 110, Canonsburg, Pa.

Hall China Co., East Liverpoo}l, Ohlo.

The Homer Laughlin Co., Newell, W, Va.

Hull Pottery Co., Crooksville, Ohio.

The Pfaltzgraff Co., P. O. Box 2026, York, Pa.

Royal China, Inc., ¢/0 The Jeannette Glass Co., Jeannette, Pa.
The Scio Pottery Co., P. O, Box 568, Scio, Ohlo.

Stangl Potteries, P. O, Box 2080, Trenton, N.J.

Taylor, Smith & Taylor Co., P. O. Box 762, East Liverpool, Ohlo.

WrLriaMs & Kinae.
ATTORNEYS AT Law,
Waghington, D.C., July 21, 1972.

Re Article XXVIII, General Agreement on Tariffs and Trade (GATT).

CHAIRMAN,

Trade Information Commitlee

Offtce of the Special Representative for Trade Negotiations
Washington, D.C.

Dear Me. CHAIRMAN: The Amerfcan Dinnerware Emergency Committee,
(ADEQC) composed of the eleven companies listed in the Appendix hereto, who
together account for over eighty percent of the earthen dinnerware produced in
the United States, hereby petition for withdrawal of tariff concesstons on certain
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articles of dinnerware, pursuant to paragraphs 1, 2 and 3 of Artlcle XXVIII
of the GATT.

The President, by proclamation on April 24, 1972 (No. 4125), modified tariff
concessions on certain ceramic tableware pursuant to Section 851(a) (1) of the
Trade Expansion Act of 1962 (TEA). However, it is clear from the Tariff
Commission report to the President on the investigation under Section 301(b) of
the TEA, that the increased tariffs recommended by the Commission under
Sectjon 301(e) of the TEA, and proclaimed in substance, by the President, are
insufficlent to remedy the injury found to have been caused by increased
imports. This is so for two reasons: First, because the tariffs on imports of
earthen dinnerware were not increased to a high enough level and second,
becausetariffs on imports of low-value cLina dinnerware were not increased at
all. The enclosed table entitled Revised Callective Exhibit 2D, originally part
of ADEC's presentation to the Tariff Commission, shows the imported articles
that were complained of as being injurtous to the U.8. earthenware industry.
Enclosed Table ITA shows the tariff reductions pursuant to international trade
negotiations on certain articles ¢f garthenware and chinaware from 1930 to 1972,
i\gl:)yljw :lsked for an increase in tariffs on the articles complained of up to the

rate. .

The Tariff Commission found that increased imports of earthenware and low-
value chinaware have seriously injured the U.S. earthenware industry (TO
Publication 466, pp. 10-11, 16-18, 22). The majority -and dissenting Commis-
sioners, however, disagreed on the connection between increased imports and
tariff concessions.

The Tariff Commission majority, in recommending a remedy, did not look any
further than the latest tariff concessions negotiated in 1967. Apparently they did
not feel they could go back to the pre-1955 rates of duty because of the
restrictions of the TEA ; their uneasiness about the adequacy of their recom-
mended remedy is revealed in a footnote drawing attention to Section 852 of the
TEA which authorized the Prestdent to negotiate international agreements to
limit imports to the United States whenever he determines that such action
would be more appropriate than the remedy authorized under Section 351(a) (1)
(TC Publication 4686, p. 12, footnote 1.)

The dissenting Commissioners Sutton and Leonard were even more explicit in
pointing out the constraints imposed by the TEA., Commissioner Leonard agreed
that increased fmports had caused injury to the domestic earthenware industry,
but he was unable to link the increased imports with tariff concessions granted
in the Kennedy Round Trade Conference, because the imports had been increas-
ing steadily since the mid-1950’s. Commissioner Sutton pointed out that there had
been no concessions since 1955 on three-fourths of all chinaware imports; yet
such imports caused the most injury to the domestic earthenware industry. As
for the remedies recommended by the majority, Commissioner Sutton criticized
them on two counts: there is no increase recommended of the duty on low-value
china dinnerware, and the duty increases that are recommended are clearly
insufficient to restrict imports to the extent necessary to remedy any injury.

With regard to low and medium-value china dinnerware, it should be noted
that such ware was excepted from the Kennedy Round negotiations on trade-
agreement concessions. Presumably this was because injury, or threatened
injury, was already foreseen from fincreased imports. According to both the
Tariff Commission majority and dissenting members’ interpretations of the

‘TEA, however, the fact that no concessions were negotiated during the Kennedy

Round prevents the industry from obtaining relief from injury caused by such
imports. —

It is submitted that Article XXVIII of the GATT was designed to solve
just such a problem as is presented here: where injury has been determined to
have resulted from fncreased imports due to tariff concessions, and the normal
remedy provided by the TEA (pursuant to Article XIX of the GATT) is
insufficient.

Accordingly, the American Dinnerware Emergency Committee requests that
the 1055 tariff concessions be withdrawn or modified with respect to the follow-
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Ing TSUS item numbers: §33.14; 533.18; 533.23; 533.25; 533.26; 533.28; 538.31;
5383.33; 533.35; 533.36; 533.38; 533.63 533.65 ! 533.66; 5633.71; 533.73; 533.75;
533.77. The articles within these items numbers that are of concern to ADEC
are described in the column headed “Injurious Imports” on the enclosed
table labelled Revised Collective Exhibit 2B.

In connection with this request, ADEC asks that it be accorded a hearing in
order to present evidence and arguments supporting its position,

Respectfully,
JAMES D, WiLLIAMS, Jr.

THE AMERICAN DINNERWARE EMERGENCY COMMITTEE

Canonsburg Pottery Co., Box 110, Canonsburg, Pa.

Frankoma Pottery, Box 789, Sapulpa, Okla.

Hall China Co., East Liverpool, Ohio

The Homer Laughlin Co., Newell, W. Va.

Hull Pottery Co., Crooksville, Ohio.

Metlo Manufacturing Co., 1200 Morningside Dr., Manhattan Beach, Calif.
Mount Clemens Pottery Co., 261 Church St., Mount Clemens, Mich,
The Pfaltzgraff Co., P.O. Box 1089, York, Pa.

Royal China, Ins., South 15th St., Sebring, Ohlo.

The Scio Pottery Co., Box 565, Scio, Ohlo.

Taylor Smith & Taylor Co., P.O. Box 762, East Liverpool, Ohfo.

Appendix 8.—REVISED COLLECTIVE EXHIBIT 28

TSUS ttem Description Injurisus imparts Not complaining of

§33.114, 533.16. ... Red-bodied earthenware....... Dinnerware and articles thereof. T“glﬂls;s kitchenware; collectors’

articles.
Earthen Dinnerware: .

53323........... Notover $3.30pernorm.... AHofitem. . ...coceeuncnacaes None.

533.25........... .30-$7 pernorm. .. ........... . Y Do.

533.26........... 7-312 gel L% L PO L Do.

533.28........... ver $12 pernorm_ . __.... Ware not over $23 per norm.. Ware over $23 per norm.

53331........... Earthen steins, mugs, etc....... Mugs not ovar $5 per dazen..... Mugs over $5 per dozen and
other articles in item,

Earthen table and kitchen arti-
cles not available in 77-piece

norm, !

X & % X J Bottom value category...... Dinnerware articles............ Kitchenware; collectors’ nﬂcle:‘
e.g., odd sait and pepper sn
oddcups and saucers.

533.35 and 533.36. Middle value category........... 00 emeeeraenccaancaanazas Do.

§33.38........... Top value category. . ...... Same, valued not over values Same, and dinnerware arlicles
cofresponding to $23 per  valued over values corre-
norm, sponding to $22 per norm.

53341 .......... Bone china dinnerware... ...... NON®. .. coeccecccnerennacnnan All of them. )

Feldspar china dinnerware: . :
Not over $10 per norm...... Allofitem..cencnnccaacnnne- None.
10-$24 pernorm. _....... .... [ T ,
4-$56 per norm._ . . $24-%27 per norm.... ... Over $27 per norm,
ver $56 pernorm. .. ..... Hom®.. oo o ceceeanns ... Allofitem,
High-priced teaware_ . .......... [ Do.
China steins, mugs, efc..... Mugs notover $5 per dozen.... .. Mug over $5 per dozen and
other articles in item,
China table and kitchen articles
not livailablo in 77-piece .
norm,

53373, .ceaiant Bottom value category..... Dinnerware articles............ Kitchenware, collectors’ atticles

- g e.§., 0dd salt and peppers and
odd cups and saucefs.

533.75. cccenn-.. Middle value category........... 00 cecnecnnnnnncncencasan 3

§33.77.ccnceen.-. Top value category. . ...... Same, valued not over values Same, and dinnerware acticle-
corresponding to $27 per norm.  valued over _values corre-

sponding to $27 per norm.
1The ‘Jmm" consists of 77 pleces—12 each of dinner plates, bread and butter or salad plates, tea cups and saucets,
soups and fruits, and ] each of platter, vegetadle dish, sugar (with cover), and creamer. Lf soups or fruits are not avail-

able, cereals are substituted. .



TABLE 11 A.—FINE-GRAINED EARTHENWARE AND STONEWARE AND LOW-VALUE CHINA FOOD AND DRINK WARE

[Rates of duty in specified years, 1930-72, and ad valorem equivalents of the duties based on imports in 1970, (Rates of duty in cents per dozen pieces and percent ad valmaore).}

[ 8

1930 1955 1968 1970 1972 .-
Ad Ad Ad C Ad Ad  Percent dut
TSUS Item valorem valorem . . valorem valorem valorem Mlldgﬂyl
No. , Description Rateofduty  equivalent Rasteofduty equivalent Rateofduly  equivalent Rate of duty ~ equivalent Rateofduly  equivalent 1930-72
S3314and  Red-bodied sathenware.. 25 percen....... % 625125 10 6-llpercent... - 9 G-Tpercent.... © 7 6percent. ... 6 7)
Eacthen dinnerware:
53323 ... Not over $3.30 per 10 cents plus 55 10 cents-28 33 9 cents plus 30 7 cents plus -24 5 cents plus 17 69
533.25 and &mem 5°£ 53 10 cents plus 2% 102303& 25 ml&m plus 25 101&5:'; fus 24 55
sz, 23 zmsl{"” ag " 21 perceat.
53328....... Over$12pernorm.___.__.. (7 SO, 53 lO?onbplule 24 9centsplus 185 21 Tcentsplusl4S . 17 Scentsplus 10.5 12 Y1)
percent. percent. percent. .
533.31........ Earthen steins, mugsetc_.____. do......... 55 10centsplus25 30 9centsplus22 27 7centsplus17 21 Scemtsplus 12.5 15 73
Earthen “other articles”: pe - L ' - "
53333........ Bottomvalue ..__.do......... 63 aeeenO oo 38 eeeelOoannnnne Uoodo . 26 doe.... 19 70
533.35and m. ..... do......... 57 10centsplus 38 10centsplus 36 lOcont:gl«s k] m'mm: 28 51
category. 22-40“L 21.5-36 21-28 R - . .2 percent.
m ”m -
533.38....... Top value category........... 60.ne e 52 10:nt:plus 24 9centsplus 21 7centsplus .15 Scentsplus n
China dinoerwa 22 percent. 19.5 percent. 15 percent. .- +1l'percent. .
na ro: » .
53363....... Notover $10 per 10 cents plus 76 - 10centsplus 54 10centsplus 54 10 cents plus 54 10cents plus 54 2
norm. 70 percent. 48 percent. 48 48 pei - 48pe
S33.65........ $10-$24 pernom........._do......... 4 lossm”&lﬁ 59 lossaubplus 59. lossmphs 59 lqﬁunbpm 59 20
533.66. ... $24-356 pernorm. do. 7 IOgnuplus 3 1030;1\39&:1 33 lo:gnhplus 38 loaesantspi:n'st v 38 47
percent. petce percs
5371........ Chimghius.m..- 70percent.._._. 70 4Spercent...... 45 40percent__.... 40 3lpercent ... 31 percent._.. 2.5 68
58.73. ...... Bottomvalue 10ceatsplus 79 10centsplus 54 Scentsplus " 43 7centsplus 37 Scentsplus225 2 &
% 20 45 pe 40 percent. &gmﬂ. S
833.75.....-- Middlevalue  ____do._.___... 3 lose;mspl:{ 63 9?‘nsplus 57 7‘2 plos . C 44 Stgghplu: 2 56
837....... Te catogory......... d0..n.nn--. 71 10cents 36 9Ycents 2s 22 - Sconts plus 18 5
it k] Lo 3190% leem’nt. 17.5percent.

$481
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_Senator Packwoop. Next we have the Stone, Glass, and Clay Coor-
dinating Committee and we have—how many of you are theret We
have Mr. Parker and Mr. Tulley and Mr. Null and Mr. Miechur and
Mr. Roman and Mr. Markham. : '

STATEMENT OF HOWARD P. CHESTER, EXECUTIVE SECRETARY,
STONE, GLASS, AND CLAY COORDINATING COMMITTEE '

Mr. CresteR. I am here to represent them, Mr. Chairman, since
the committee asked for a consolidation of testimony.
* Senator Packwoop. And you are Howard Chester ¢
Mr. CuEster, Yes, Howard Chester.
_Senator Pacewoob. All right, proceed.
Mr. CresTER. And I am the executive secretary. Do you want me

to geroceed?
nator Packwoop. (Ro right ahead. :

Mr. CaestER. Mr. Chairman and members of the committee, Our
Stone, (lass, and Clay Coordinating Committee is composed of six
international unions, all affiliated with the AFL-CIO, who have
joined together to cooperate on mutual problems that affect any one
or all of our six affiliates. We have a combined membership of 230,000
workers, with active locals in almost all of the 50 states. The six
Unions and the grincipal officer of each are listed on the cover a%f.

The impact of imports on the industries in which many of the
members of our six unions work has been devastating. The penetra-
tion of imports has been excessive and has caused considerable job
loss. Over 25 percent of the work force has been lost in pottery, sheet

lass. ceramic tile, T.V. tubes and glassware. In addition to these
_oilsesi dumping of cement has eroded employment in the cement
industry. :

Tht::i%b losses of these industries, as well as many other adversely
affected industries, must be stopped. With unemployment high and
less purchasing power available, the entire economy is threatened.
Our Nation must have a trade policy geared to maximum employ-
ment and healthy industries instead of the present policy geared to
“freer” trade and the foreign policy illusion that we can remake
continents,

In this summary, we would like to bring to your attention some of
the current negatives that should be considered in trade legislation in
this “totalx new ball game” that has made H.R. 10710 obsolete.

1. Oil; the energy crisis threatens United States and most other
countries with balance of trade and balance of payments deficits of
huge proportions due to restricted supply and exorbitant prices.

2. The United States has been unable to obtain compensation from
the EEC from the adverse effect on U.S. exports by the entr{] of
Britain, Ireland and Denmark. Additionally, adverse-effects on U.S.
exports, resulting from agreements between EEC and EFTA coun-
tries, should be compensated.

8. The large tariff cuts proposed by the House-passed Trade Re-
form Act, of 100 percent, 75 percent and 60 percent, will cause undue
harm to many U.S. industries.
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4. Allowing duty free entry by LDC’s can also cause undue harm
to U.S. industries and accelerate multinational corporations to locate
in LDC countries.

5. The House-passed bill does not address the foreign tax credit
bonanza, or the fact that earnings of U.S. foreign subsidiaries are
taxed only when and if repatriated. This multibillion dollar bonanza
Ewen to U.S. multinational corporations results in an additional

urden on the U.S. taxpayer and in an exodus of U.S. capital,
technology and jobs placed overseas, rather than in investment, de-

‘velopment, exploration and jobs vitally needed in the United States.

. Senator Packwood. Let me ask you a question there. In your
industry, is this particularly dominated by multinationals? Are there
many American companies that go overseas to manufacture glass and
flatware? ‘

Mr. CHESTER. As a matter of fact, they have, Mr. Chairman. Some
of the companies that you may be familiar with that are multina-
tional that are within our ﬁroup are: Owens-Illinois, Corning Glass
Works, PPG Industries, Libbey-Owens-Ford Glass. Those are all
that come to mind now.

Senator Packwoop. Let me ask you, is your industry regarded as a

_ high technology industry or not{

r. CHESTER. It is to a great degree, Mr. Chairman. As you
probably know, recently, especially in flat %llass, they have a new
i))rocess that they call the *“float process” that was developed by

ilkington of England and in this process they now float glass over
a molten bed of tin and it has increased their efticiency and productiv-
ity tremendously in the makirig of flat glass.

Senator Packwoob. They float it over molten tin?

Mr. CHESTER. Yes, and it attains a strength, for example, of a
natural, that is, it_flows to a natural quarter inch. And the clarity
and quality of the glass has proven out to very good and it’s been a
vegv successful process for the major companies, '

enator Packwoop. If we were to change the tax credit and repa- .
triation of income law so that in essence we forced the American
companies home, would that solve the bulk of your problem or do you
still Thave serious import problems from indigenous industries over-
seas

Mr, Cuester. Well, that is a pretty big question, Mr. Chairman. I
would say to answer you briefly that we are concerned about-multina-
tionals and the tax situation and the credits and the depletion and
the fact that they do not repatriate their funds, that they reinvest
t-hem.hAnd most of the large multinational corporations are doing
just that. .

Insofar as imports, many of the industries that these six unions are
involved in are really penetrated to a tremendous degree. For exam-
ple, there are two gentlemen that preceded me from the pottery
industry, and just off the top of my head, and I think I will be fairiy
close, they are penetrated by imports in earthenware to the tune of
about 52 percent penetration. .

Senator Packwoop. No, but the point I am curipus about is that .
penetration from American multinationals which have gone overseas
to manufacture or is your basic problem foreign-owned companies
simply penetrating our market and not American multinationals?
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Mr. CuesTER. Well, in the case of the pottery, those are for the
most part foreign companies and Japanese in particular. In glass,
some of the Eroduction that the American subsidiary produces does
get back to the states. The large bulk of it, however, is from foreign
glass companies. But I might add, Mr. Chairman, that that is not

" true in many other industries like electronics and so forth as you are

well aware of.

Senator Packwoop. Go ahead.

Mr. Cuester. Contrary. to the claims of U.S. multinational corpo-
rations that their domestic employment has increased more than their
foreign employment, the facts as evidenced by three studies, one by
the Department of Commerce, the other two by corporate groups—
the ECAT and Business International Corporation—show that for-
eign employment by U.S. multinationals increased more, both in
percentage and absolute terms than did their domestic employment.

7. We agree with the bill’s provisions denying"MFN treatment and
credits to the Soviet Union and other Communist dominated coun-
tries because of restrictive emigration policies. However, another
important point to consider is that, even paying the full rates of
duty, these countries are increasing their penetration of the U.S.
market with their exports. In 1970 we imported 40 million pounds of
sheet glass from these communist dominated countries; this increased
to 72 million pounds in 1971, to 141 million pounds in 1972, and to
160 million pounds in 1973. '

Senator Pacgwoop. Give me comparison. YWhat would be the sheet
glass production in the United States in those years$

Mr. Cuester. I would have to submit it to you.

Senator Packwoon. Could you supply it?

Mr. Cuester. Yes Sir. I would be glad to.

[The information referred to follows:]

STONE, GLABS AND CLAY
COORDINATING COMMITTEE,
) Washington, D.C., April 15, 197},
HoN. ROBERT W. PACKWOOD, .
U.S. Senate, :
Committee on Finance,
Washington, D ~
DEAR SENA PAorwoop: During the course of my testimony on the Trade
Reform Act, 1a..v. 10710, April 4, 1974, before the Committee on Finance, you, as
acting Chairman, asked me to submit the figures on Sheet Glass production by
U.S. producers for the years referred to by me as years of increasing penetra-
tion of imports of sheet glass by Communist-dominated countries,
The information you requested is as follows: :
Sheet Glass: U.S. Production, 1070-78 (Millions of Pounds) : 1970, 1,873;
1971, 1,428 ; 1972, 1,466 ; 1973, 1,874; Source: U.8. Tariff Commission, -
Sincerely,
HowARrD P. CHESTER,
- Executive Secretgory.

Mr. CursTer. It is significant that the Communist dominated
countries have increased their share of all imports of sheet glass from
over 23 percent in 1972, to over 85 percent in 1978, and this notwith-
standing that they now pay full or statutory rates of duty. I think
that is an important point, Mr. Chairman, in that it shows notwith-
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standing the fact that they pay the full rates, they are penetrating
this market to a greater and greater degree.

Since the President has threatened a veto of the trade bill, if the
bill contains restrictions on communist dominated countries, it seems

clear that the President is interested in the political considerations
rather than the economics and their effect on industry, labor and the

country.

8. UYS. balance of trade statistics, until very recentl({, grossly
understated the huge deficits sustained and, therefore, did not pro-
vide the proper facts for trade policy decisions. For example, the
competitive figures on trade show that from 1967 through 1972, we
sustained a trade deficit of over 27 billion dollars. To reach these
competitive trade figrures, two considerations must be accounted for,
one, our imports figiired on a C.LF. basis instead of F.0.B,, and,
two, our exports must exclude U.S. Government subsidies on items
such as Public Law 480 Food for Peace, A.I.D. loans and grants and
military grant aid. These are not competitive exports. Your excellent
staff report, “U.S. Trade and Balance of Payments,” dated February
26, 1974, emphasizes this point in table 1 and clearly shows our
srevio'us lack of data in making trade policy and trade legislation

ecisions. The country is indebted to Senator Long, for your persist-
ence in insisting on-proper data, so that enlightened decisions can be
made in the trade area. :

Wae strongly support the excellent testimony and in depth appen
dix, presented by AFL-CIO President George Meany on Marcii 27,
1974 before this committee. We respectfully suggest an in-depth
analysis of his complete statement be made prior to consideration of
an%'vtrade legislation. . '

e noted some comment on the recommendation to regulate im-
ports and exports. Our six unions are impacted by imports very
severely and have suffered unemployment and plant closings, and yet
on the export side, the glass manufacturing companies have
adversely affected by a shortage of the necessarww' material—soda
ash, The domestic producers of soda ash have been increasing their
exports of soda ash, despite the fact of & shortage in domestic supply
causing temporary plant shutdowns and unemployment. This current
situation points up the need for regulation of exports as well as
imports.

" In conclusion, we believe that with worldwide cha oceurri
almost daily, and with rising unemployment in the U.S. and world-
wide, that the more lo%al approach is to reject this bill and rewrite
one that is relevant to U.S. and worldwide current conditions, incor-
porating provisions of the Burke-Hartke bill, such as the provisions
now being considered that would eliminate foreign tax credits and
foreign depletion allowances and tegla.ce a tax on current eamu:gs
instead of when and if repatriated. These provisions were in the
Burke-Hartke bill, previously scorned, but now being considered.

Let’s give the American pwfle legis’lation that meets their needs.

Thank you, Mr. Chairman. I do have an appendix— .

Senator Packwoop. Your entire statement will be placed in the

rd'
And thank you again. I have no other questions.
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(The prepared statement provided by Mr. Chester follows:)

PREPARED STATEMENT OF POSITION OF THE STONE, GLASS AND CLAY COORDINATING
COMMITTEE

(Mr. George M. Parker, President, The American Filint Glass Workers Union

* of North America; Mr, Harry A. Tulley, President, The Glass Bottle Blowers

Association of the United States and Canada; Mr. Lester H. Null, President,
The International Brotherhood of Pottery and Allied Workers; Mr. Thomas F.
Miechur, President, The United Cement, Lime & Gypsum Workers International
Union; Mr, Joseph Roman, President, The United Glass and Ceramic Workers
of North America; Mr. Arthur L. Markham, President, The Window Glass
Cutters League of America; Stone, Glass and Clay Coordinating Committee; Led
W. Minton, Chairman; Howard P. Chester, Executive Secretary; Reuben Roe,
Secretary-Treasurer.)

Mr. Chairman and Members of the committee, our Stone, Glass and Clay
Coordinating Committee is composed of six International Unions, all affiliated
with the AFL-CIO, who have joined together to cooperate on mutual problems
that affect any one or all of our six affiliates. We have a combined membership
of 280,000 workers, with active locals in almost all of the fifty states. The six
Unions and the principal officer of each are listed on the cover page.

The impact of imports on the industries in which many of the members of our
six Unions work has been devastating. The penetration of imports has been
excessive and has caused considerable job loss. Over 259% of the work force has
been 108t in pottery, sheet glass, ceramic tile, T.V. tubes and glassware. In
addition to these losses, dumping of cement has eroded employment in the
cement industry. ‘

The job losses of these industries, as well as many other adversely affected
industries, must be stopped. With unemployment high and less purchasing power
available, the entire economy is threatened. Our nation must have a trade policy
geared to maximum employment and healthy industries instead of the present
policy geared to “freer” trade and the foreign policy fllusion that we can
remake continents,

In this summary, we would like to bring to your attention some of the current
negatives that should be considered in trade legislation in this “totally new ball
game” that has made H.R. 10710 obsolete. -. :

1. Oll, the energy crisis threatens U.S. and most other countries with balance
of trade and balance of payments defleits of huge proportions due to restricted
supply and exorbitant prices.

2. U.S. has been unable to obtain compensation from the EEC from the
adverse effect on U.8. exports by the entry of Britain, Ireland and Denmark,
Additionally, adverse effects on U.S. exports, resulting from agreements be-
tween EEC and EFTA countries, should be compensated.

8. The large tariff cuts proposed by the House-passed Trade Reform Act, of
100%, 75% and 60%, will cause undue harm to many U.S. industries.

4, Allowing duty free entry by LDC’s can also cause undue harm to U.S.
industries and accelerate multinational corporations to locate in LDO countries.

B.-The House-passed bill does not address the foreign tax credit bonanga, or
the tact that earnings of U.S. foreign subsidiaries are taxed only when and if
repatriated. This multi-billion dollar bonanza given to U.S. multinational
corporations results in an additional burden on the U.S. taxpayer and in an
exodus of U.8. capital, technology and jobs placed overseas, rather than in
investment, development, exploration and jobs vitally needed in the U.8,

8. Contrary to the claims of U.8. multinational corporations that thelr
?omestic employment has increased more than their foreign em&}oyment, the

acts as evidenced by three studies, one by the Department of Commerce, the
other two by corporate groupe—the ECAT and Business International Corpora-
tion—show that forelgn employment by U.S. multinationals increased more, both
in percentage and absolute terms, than did their domestic employment.

~ 1. We agree with the bill's provisfons denying MFN treatment and credits to
the Soviet Union and other communist dominated countries because of restric-
tive emigration policies. However, another important point to consider is that,
even paying the full rates of duty, these countries are increasing thelr penetra-
tion of the U.S. market with their exports. In 1970 we imported 40 million
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pounds of sheet glass from these communist dominated countries; this increased
to 72 million pounds in 1971, to 141 million pounds in 1872, and to 160 million
pounds in 1973. It is significant that the communist dominated countries have
increased their share of all imports of sheet glass from over 23% in 1972, to
over 35% in 1973, and this notwithstanding that they now pay full or statutory
rates of duty.

U.S. IMPORTS—COMMUNIST-DOMINATED COUNTRIES—SHEET GLASS—1972-73

1972 1973

40, 340, 060 53, 792, 922

2 4,713,258

11,381,637 2,80}, 379

30, 865 , 172

72, 390, 9% 82,539, 287

321,148 71,351

. 16, 909, 427 18,141,212

L7 S 141, 462, 425 160, 069, 181

Source: Department of Commerce,

Since the President has threatened a veto of the trade bill, if the bill contains
restrictions on Communist dominated countries, it seems clear that the President
is interested in the political considerations rather than the economics and their
effect on industry, labor and the Country.

8. U.S. balance of trade statistics, until very recently, grossly understated the
huge deflcits sustained and, therefore, did not provide the proper facts for trade
policy decisions. For example, the competitive figures on trade show that from
1987 through 1972, we sustained a trade deficit of over 27 billion dollars. To
reach these competitive trade figures, two considerations must be accounted for,
(1) our imports figured on a C.I.F. basis instead of F.0.B,, and (2) our
exports must exclude U.S. Government subsidies on items such as<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>