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or retail property" includes structures
for shops as well as retail department
stores and similar mercantile establish
ments. The definition of "exempt per
son" is retained from the present act and
includes governmental units and educa
tional. charitable, and other tax-exempt
institutions.

The requh"ement of a private, taxable.
"beneficial obligor" is critical. So long as
the Congress does not propose to chal
lenge the long-standing constitutional
rule of the States and local governments'
immunity from taxation of, their obli
gations, the only basis for taxing any
bonds issued by State or local govern
ments is that they are the issuers' obli
gations in name only, that the issuer is
disassociated from the obligation and
from the facility financed, and the in
vestor considers the private user as the
true obligor.

The attributes of such a disassocia
tion, as set forth in the amendmcnt are,
.first, that the putative private obligor
will be using the property financed under
lease or other contractual arrangement
which requires him' to pay all or most
of the funds needed to meet debt serv
ice on the obligations; and, second, that
the putative private obligor and his con
tractual arrangement are identified in
the bond agreement or in the offering
prospectus, and his payments thereunder
and/ol' the financed property are spe
cifically pledged or mortgaged to secure
the bonds.

In addition to the redefinition the bill
also contains a proposed modification of
a restriction in section 103(c) (6) of the
Code relating to the $5 million exemption
for certain industrial development ob
ligations. As originally passed, the Ribi
coff amendment provided for an exemp
tion from taxation of interest on indus
trial obligations which do not exceed $1
million. The distingUished junior Senator
from Nebraska (Mr. CURTIS) subse
quently introduced as an amendment to
the Renegotiation Amendments Act of
1968 a provision to increase this small
Issue exemption from $1 to $5 million.
The Senate passed and the conferees ac
cepted the $5 million exemption. How
ever, the conference report contained
certain restrictions, one of which spec
ified that the $5 million ceiling should
apply for a 6-year period beginning 3
years before the tax exempt bonds were
issued and ending 3 years after they were
issued. The 3-year period following issue
means that a bond issue which originally
Is tax exempt can lose this status If the
company later invests additional money
which pushes total capital expenditures
above the $5 million ceiling.

The result of the 3-year-after restric
tion has been, for all practical purposes,
to prevent a State or local government
from utilizing the $5 million ceiling. Nat
urally, no tax-exempt bond with low
interest rate is marketable when the in
vestor knows that the security might very
well lose its tax .exempt status if the
company provides additional capital out
lays and exceeds the $5 million ceiling.

The measure which I introduce would
eliminate the 3-year limitation after an
obligation is issued but would extend the
limitation before issue to 5 years. Under
the scope of this measure no more than
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$5 million in exempt securities for an
industrial development facility could thus
be issued in any 5-year period. The basic
purpose of assisting only small businesses
would be retained and the marketability
of the obligations would be enhanced.

The final section of the bill which I
introduce provides for a requirement of
registration of State and local securi
ties with the Securities and Exchange
Commission only in such instances as
the obligations are defined as indlL~trial

development bonds and taxable under
the InternatRevenue Code. On January
31, 1963, the Commission established a
registration requirement even though the
Securities Act of 1933 and the Securities
Exchange Act of 1934 specify that obli
gations of State governments and their
local entities are exempt from registra
tion. This bill provides that those obli
gations that are taxable under the In
ternal Revenue Code be registered with
the Securities and Exchange Commis
sion while those obligations that the
Congress has specified are not taxable
under the Code would not have to be
registered. In my judgment, this would
relieve an unwarranted and costly re
striction that the Commission has im
posed on State and local securities.

M1'. President, I recognize that over
the past several years there has been
some abuse in local industrial develop
ment bond financing. The bill which I
introduce would require the taxation
and registration of bonds for industrial
development in cases of acknowledged
abuse but would not include bonds issued
for traditional State and local govern
mental functions. I strenuously object
to any legislation which attempts to re
peal outright the tax exemption on State
and local bonds or to any legislation
\\'hicll penalizes or rewards the States
and their local entities by taxation or
exemption depending on whether the
Federal Government approves or disap
proves of the purpose for which the bond
is issued. This method of classifying vari
ous bond issues as acceptable or unac
ceptable to the Federal Government is
a dangerous development and an unwise
precedent.

Mr. President, I sincerely hope that
the Committee on Finance will, as the
Chairman assured last fall, study and
hold hearings on this important ques
tion. I am also hopeful that prompt and
incisive action will be taken to achieve
the result that Congress intended during
the last session.

The PRESIDING OFFICER. The
bill will be received and appropriately
referred.

The bill (S. 2280) to amend section
103(c) of the Internal Revenue Code of
1954 relating to the income tax treatment
of interest on industrial development
bonds and for other purposes, introduced
by Mr. BAKER, was received, read t;\ice
by its title and referred to the Commit
tee on Finance.

S. 2283-INTRODUCTION OF THE
EAST-WEST TRADE REL..;\TIONS
ACT OF 1969
Mr, MAGNUSON. Mr. President, I in

troduce, for appropriate reference, a bill

to promote the foreign policy and secu
rity of the United states by providing au
thority to negotiate commercial agree
ments with Communist countries, and
for other purposes, to be popularly known
as the East-West Trade Relations Act of
1969.

Mr. President., this proposal is modest
al"d conservative in substance, but of
profound significance as a sYlubol of this
Nation's commitment to the pursuit of
peaceful and mutuall;y beneficial inter
national relations. It is at the same time
a practical measure,'dictated by com
monsense, which will remove a sense
less handicap which binds American
businessmen in their competition for
world markets.

The essential provisions of the act
would restore to the President the au
thority to grunt nondiscriminatory tariff
treatment for the goods of those Com
munist countries willing to enter into
commercial agreements providing basiC
protection for U.S. commercial interests.
Such authority would however not ex
tend to Communist China, North Korea,
North Vietnam, Cuba, or the Soviet Zone
of Germany. Moreover, the President
would retain the authority to suspend or
terminate the grant of nondiscrimina
tor;;r tariff treatment, whenever he de
termines that suspension or termination
is in the national interest.

The. tariff restrictions which,Ye placed
upon our trade with the Soviet Union
and Eastern Europe were the products of
the agony .and frustmtion of the cold
war. They were a form of moral protest
against the aggression of the Soviet
Union in subjugating Eastern Europe.
These tariff restrictions were also im
posed in the vague hope that they would
exert economic pressure on the Soviet
Union, forcing it to ai:Jandozl its aggres
sive behavior or suffer economic hard
ship as a consequence.

This policy has proved. for the most
part, self-defeating. U.S. trade with
Eastern EuroDe and the SOViet Union
has indeed beEm reduced to insignificant
levels. But there is little evidence that
the economies of the Soviet Union and
the Eastern European countries have
been retarded by the absence of trade
with the United States. Instead, the ex
traordinary growth and development of
'Western Europe and Japan as industrial
giants and world traders has prOVided
vast epen markets to which the Commu
nists could sell and from which they
could buy freely and without discrimina
tion.

In 1967 this steadily growing exchange
produced $4.2 billion of exports from the
industrial West to Eastern Europe and
$4.5 billion of imports into the West
the U.S. share in this trade amounted to
less than 5 percent, although the United
States accounts for 16 percent of world
exports.

Plainly our unilateral tariff barriers
have not crippled East-West trade. In
stead, we have simply abandoned a seg
ment of international trade competition
to our competitors in 'Vestern Europe
and Japan. At a time when our balance
of trade has suffered a serious decline,
it is difficult to justify this arbitrary de
nial to American business of the right to
engage in peaceful nonstrategic trade
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with the Communist countries of East
ern Europe.

But commercial considerations are,
necessarily, secondary. The principal
reason for abandoning this self-imposed
straitjacket, is that we are thereby
inhibiting the ability of the President to
take advantage of significant opportu
nities to influence the course of events
in Eastern Europe.

For more than a decade we have wit
nessed growing internal ferment and the
centrifugal forces of decentralization in
Eastern Europe. Particularly in Czecho
slovakia and Rumania, the decade has
been marked by the persistent impulse
to obtain economic and political inde
pendence from the Soviet Union. In
Yugoslavia, where we removed our dis
crimination by tariff and moved wisely
and jUdicially to provide free access to
our nonstrategic goods and services, sig
nificant steps have been taken to elimi
nate central state controls over the econ
omy and to establish a substantial meas
ure of internal freedom.

We should be doing everything pos
sible to encourage this trend toward a
free market system. Yet while the Czech
government struggled to liberalize its
politics and its economy prior to the
Russian military intervention, the United
States was unable to offer any tangible
assistance, at least in part because of the
shackles placed upon the freedom of the
President to facilitate trade in such cir
cumstances.

Charles Bartlett in last Saturday's
Washington Star noted that West Ger
many did seize upon the opportunity to
expand trade with Czechoslovakia and
that the Russian reaction to Czech lib
eralization may well have been touched
off by fear of excessive West German in
volvement in the Czech economy-'-fear
which might well have been offset it
Czech trade had been more evenly par
cded out among the counfrlesof West
ern Europe and Japan and with the
United States as a significant though not
dominant trading partner.

Today as our negotiators meet in Paris
and as the administration actively seeks
means of reducing international tensions
and of opening up peaceful and COl1
structive contacts with the countries of
the Communist world, I believe that the
time is right for favorable congressional
consideration of this legislation. By
normalizing our trade relationships with
the Commtmist countries, we hasten the
day when they join in the world eco
nomic system and undertake the com
mitments now characteristic of the free
and open economies which are suscep
tible to the stabilizing influences of eco
nomic interdependence.

By its terms alone this legislation will
change no tariff nor affect our relations
with a:1y country. The President may
choose not to exercise the autJ:lOrity
which the act will restore. But he will be
free, in the course of developinghis for
eign policy, to utilize the opportunity for
expanded trade as an instrument of thp.t
foreign policy. The question ultimately
comes down to this: Are we willing to
trust the President to formUlate com
mercial policies with respect to Commu
nist countries which will adva.nce as well

as protect our national interest? The
sponsors of this bill are willing to trust
the President to do just that.

In 1966, together with the majority
leader (1,·11'. MAJ.'<SFIELD) and the Senator
from New York (Mr. JAVITS), I intro
duced a bill identical with the one \ve are
introducing today. I a"k unanimous con
sent that the statements we n:ade at that
time be reprinted at the close of my re
marks. In addition, I a"k unanimous con
sent that the text of a letter by Secretary
Rusk, together with the text of the act
and summary of its provisions, be
printed in the RECORD. Finally, I ask
unanimous consent that a memorandum
by the brilliant specialist in Soviet eco
nomics of the Library of Congress, Mr.
Leon M. Herman, entitled "Current
Trends and Prospectives in East and
West Economic Relations" also be printed
in the RECORD.

The PRESIDING OFFICER. The bill
will be received and appropriately re
ferred; and, without objection, the act,
statements, letter, summary and mem
orandum will be printed in the RECORD.

The bill (S. 2233), to promote the for
eign policy and security of the United
states by providing authority to nego
tiate commercial agreements with Com
munist countries, and for other pur
poses, introduced by Mr. MAGNUSON (for
himself and other Senators), was re
ceived, read twice by its title, and re
ferred to the Committee on Finance.

The material presented by Mr. MAG
NUSON follows:

STATEMENT OF SENATOR MONDALE
Mr. MONDALE. Mr. President, I am delighted

to join as a co-sponsor with the Senator
from Wasilington (Mr. MAGNUSON) in Intro
ducing to this Congress the East-West Trade
Relatiolls Act of 1969.

Enactment of tl~ls legislation is long over
due.

"'lith the exception of Yugoslavia and Po
land,Eastern European nations pay the pro
hibitiveljT high SmOot-Hawley rates fOr their
products. If Eastern seUers reduce their prices
in order to overcome the tariff barrier, they
are subject to tlle sanctions of Anti-Dump
ing legislation. The lack of Most-Favored
Nation treatment, a routine concession to
Illost nations of the world, is a serious bar
rier to U.S. participation in East-West trade.

A high Romanian trade official told me
last year that lack of Most-Favored-Nation
treatment by the United States means that
Romanian exports are directed to Western
Europe, thereby limiting the potential for
Import of goods from the United States.

The Most-Favored-Nation clause has been
gradually extended to most of the Eastern
countries by a very large number of West
era countries. Refusal to apply it may be
regarded as an exception except in the case
of the United States.

This blll gives the President the authority
to extend :Most-Favored-Nation tariff treat
ment to individual countries when this is
determined to be in the national interest.
The authority can be exercised only in a
commercial agreement with a partiCUlar
country and the granting of MFN would be in
return for equivalent benefits to the United
States.

In the past year I have heard a number of
discussions on East-West trade. In the winter
of 1968 I travelled to Western Europe and to
Russia, Romania and Czechoslovakia. Last
summer we had five days of hearings in the
Subcommittee on International Finance to
consider the grncral problen13 of East-""Vest
trade. Three v;eeks ago we had six days of
hearings in the same Banlcing and Currency

Subcommittee to discuss liberalization of the
control of exports to Eastern Europe.

Every person I have listened to says one
thing: that in order for the United States
to have its share of the Eastern European
market, trade must be conducted under ncr
mal conditions. Normal conditions include
the Most-Favored-Nation trading ststus.

One witness in the most recent set of hear
·ings described what the United States might
buy from Eastern Europe if it were not for
tile high duty barriers. He l!sted raw mate
rials, consumer goods, and technological
processes. For example, the Russians have
developed technological methods valuable to
the steel Industry, such as the continuous
casting process and highly comp,lterized
operations for various metallurgical pro
cedures.

Despite the high tariffs, some Eastern
European products have been of commercial
interest in the United States. The Russian
film "War and Peace" won the Oscar as the
best foreign film of 1968; the Czechoslovak
film "Closely Watched Trains" won the same
award in 1967.

It should be remembered that Russia is
supplying the United States with a substan
tial portion of certain strategic raw mate
rials Witllout which American industries
would be In considerable diffiCUlty. Tile
Unltec States must rely on imports fer a
supply of platinum and chrome ore. We bring
in several million dollars worth of platinum
from Russia each year Which serves many
basic military and space industries. Tile
metallurgical grade chrome consumed in the
United States normally comes from two main
sources:: Rhodesia furnishes one-third, Rus
sia one-third, and the balance from the rest
of the world.

The importance of platinum and chrome
are to our industries Is well known to tl1e
Russians. I think that some of those who
worry about our "national interests" s!lould
note that Russia has continued to supply us
when our demand is large because of the
Vietnamese War while at the same tirne our
supply is low as a result of the sanctions on
trade with Rhodesia.

The statistics show how effectively U.S.
tariff polley toward Eastern Europe has cut
the United States' share of the market.
Western European and Japanese firms have
engaged in brisk trade with countries once
considered by the outside world to be un
reachable behind an Iron Curtain. American
businesses now fear that West Europeans are
so established in the market as to l~ave liter
ally closed the Americans out.

Total East-West trade in 1967 was over
$15 blllion, which means that the market
grew by 24 per cimt over 1966, a typical rate
of growtll. In 1966 the United States had 4
p~rcen t of tills market; in 1967 the U.S. share
of the msrket decreased between 2.5 and 3
percent of total East-West trade. Testimony
at the recent International Finance Subcolll
mittee henings set the 1968 U.S. share of
trade with Eastern Europe at 2.3 percent of
the total.

If present trends continue, Easte::·n Europe
by 1980 wlll have a marl;:et the same size as
the United States' market today. P,om a
business stnlldpoint the United States can
not ignore Eastern Europe. "Ve need to ex
amine the relevancy of our trade policies
to events in Enstern EurGpc, to our payments
problems, to the competitive position of
American business, and to the positions
takea by our allles concerning the United
States Cold War stance.

Congress must enable the President to take
actions indicating that our government be
lieves increased East-West trade in peaceful
goods to be in the best interests of the United
States. Only then will we overcome the
psychological barriers to such trade arising
from an uncertain <;(overnment policy. Only
then will we begin to develop the type of
economic ties and dependencies which can
assure peace.
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STATEMENT BY SENATOR MAGNUSON

Mr. MAGNUSON. Mr. President, Abraham
Lincoln was greatly troubled by his Inability
to bUild bridges of friendship and under
stanctlng between North and South.

"I once knew a good; sound churchman,
whom we'll call Brown," Lincoln was quoted,
"who was on a committee to erect a bridge
over a dangerous and rapid river. Architect
after architect failed, and at last Brown said
he had a friend named Jones who had bUilt
several bridges and could build this. 'Let's
have him in,' said the committee. In came
Jones. 'Can you build this bridge, sir?' 'Yes,'
replled Jones, 'I could b.ulld a bridge to the
Infernal regions, If necessary.' The sober
committee were horrified, but when Jones
reUred Brown thought it fair to defend his
friend. 'I know Jones so well,' said he, 'and
he Is so honest a man and so good an archi
tect that, if he states soberly and positively
that he can build a bridge to Hades-why, I
believe It. But I have my dottbts about the
abutments on the infernal side.' "So," Lin
coln added, "when politicians said they could
harmonize the Northern and Southern wings
of the democracy, I believed them. But I had
my doubts about the abutments on the
Southern side,"

So today we have our doubts about the
"abutments" in Communist Eastern Europe.
But we also have a President with the cour
age and the determlnatlon to build bridges
of trade and understanding If It Is possible to
build them on a sound foundation.

Probably no piece of legislation In this
Congress has less of a constituency, yet few
bills can ever hope to rival this one In Its
potential for contributing to the peace and
stability of the world In what is left of the
20th century.

But we cannot begin to reallze the wisdom
and propriety of the legislation until we see
the Communist world as it exists today In
actuality, not as it took shape in our fears
of 10 or 20 or 30 years ago. Let us make no
mistake about it: The Communist bloc wlll
not crumble If we choose to withhold our
trade. At $280 million, our total trade with
the Warsaw Pact countries In 1965 was an
insignificant fraction of the total free world
trade of about $11 billion. There is little
likelihood that trade with the bloc will ever
reach proportions of strategic signiftcance
either to us or the Communists.

I recently received a complaint from a
Washington citizen that we had sold quan
tities of "inedible tallow" to the Communists.
She was concerned because the tallow could
be used to produce glycerine-an Ingredient
of many explosives. But the simple fact of
the matter Is that a country capable of de
veloping a hydrogen bomb and vast missile
power-and a country which prorluces and
exports great quantities of oil-from which
glycerin is easily and economically ex
tracted-does not need U.S. tallow to main
tain Its military might, any more than we
need Soviet platinum to maintain our stock
pile of strategic metals.

The President belleves , and I share his
belief. that a broad and continUing exchange
of nonstrategic goods and technology be
tween East and West raises the stake of the
Indlvidmtl Eastern European countries In
stable East-West relations and inevitablY acts
as a damper upon the appetite of the bloc
for aggressive adventures.

Th{)ugh peaceful and stable international
relations are our primary goal. we cannot be
unmindful of the vital role which Exports
can piay In restoring our balance of pay
ments. There Is an enormous appetite for
American goods and technology in Eastern
Europe-an appetite llmlted only by tl:e abll
ity of some of the stUl underdeveloped econ
omies to generate sufficient hard currency.

.o\gain, by opening up sources of supply
independent of the Soviet Union, increased
East-West trade necessarily reduces the eco-

nomIc dependence of the smaller Eastern
European countries upon the Soviet Union.

Expanded East-West trade also leads to
greater contact and understanding of both
Western peoples and the products of West
ern Institutions. Because we are convinced
that our economic and political Institutions
are best designed to satisfy the universal
rising tide of expectations, we expect these
contacts to stimUlate the increasing eco
nomic liberal1zatlon of the Internal econ
omies of Eastern Europe.

There Is ample evidence that we are not
Whistling in the dark. Each day brings to light
new cracks and crevices in the Iron Curtain.
Poland joIns and lives up to the requirements
of the Paris Convention for the protection of
industriai property and applies for member
ship In GATT. Rumania criticizes the Soviet
Union for Interfering In the internal affairs
of her neighbors-such as Rumania-and
praises the United States for its llberal trade
policies. Hungary withdraws Its rigid bu-.
reaucratic planning from major exporting
enterprises-replaces the "plan" With profit
incentives-and gives the managers freedom
to try their wings In a competitive market
economy--at least for exports. BulgarIa-for
long years standing with her back to the
West--displays a new eagerness to increase
trade and contact with the West.

The countries of Eastern Europe come
seeking the tourist dollar: "Fly to Moscow"
reads an ad in the New York Times, "and
paint the town Red." An American soft drink
bottllng plant sprIngs up on the Black Sea,
a.nd rock 'n' roll blares forth from state
controlled radio stations.

The largest Moscow department store suc
cumbs to what I was about to describe as the
Western "vice" of charge accounts. I believe
that Is an inappropriate word; I should say
"Western practice" of charge accounts. If
the Russians are succumbing to cs.pitalIsm,
they are succumbing to capitallsm in the
American way. The people's appetIte for con
sumer goods grows and feeds on itself. Mo
torcycles and leather jackets-rather than
Communist Party membership cards-be
oome the status symbols among the young,
We may be witnessing What some observers
have called creeping capitalism.

And, Ironically, there Is probably no area
in the world today where American commer
cial and economic prestige Is as high as
among the peoples of Eastern Europe,

What the President seeks In this legislation
is not concessions to the Communists but
tools with which to shape mutually advan
tageous trade relations. We have tied the
President's hands and frustrated the develop
ment of a flexible pollcy in an area in Which
the President must be able to aot fiexlbly if
we are to forge a sUcce1'sfttl policy. With th&
authority contained In this bill, the Presi"
dent will be able to develop conditions for
trade with each of the Communist countries
all a country-by-coulltr~' basls-respensi ve to
the Inevitable fiux in Government policies
and International relations. As Secretary
Rusk Indicates. this legislation would
"strengthen, not weaken the President's au
thority to deal with the Communists."

The act in its principai substantive orovi
sion would authorize the President to use
most-favored-nation tarlfI treatment as a
bargaining point In negotiating commercial
agreements With Individual Communist
countries. The Importance of flexible author
ity to grant or withhold most-fa;'ored-nation
sta-tus is well llIustrated by a look at our
recent trade relations \\ith Rumania.

In June 1964 the United States reached
a series of "understandings" with Rumania'.
The Rumanians have lived up to their side
o! those "understandings." Pursuant to the
"understandings," Rumania has guaranteed
the protection of patents and otlier Indus
trial property; the Rumanians have entered
Into satisfactory arrangements with us for
the settlement of financial claims. They have

extended hospitality and freedom of move
ment to the Arnerican trade mission and to
businessmen generally. They have expanded
trade and tourist facilities. facilitated the
exchange of trade exhibits and the publica
tion of trade promotion materials and have
upgraded our ctlplomatic presence in Ru
mania from a legation to a full-fledged em
bassy.

By August 1964 Rumania had granted
amnesty to Virtually all of her political pris
oners-an estimated 11.000. She had put
an end to jamming of Voice of America broad
casts and had begun limited sales of Western
newspapers. At the time of the "understand
ings," the U.S. delegation took note of the
concern of the Rumanian delegation at the
maintenance of the discriminating tariff
wall. That wail still stands.

Today the duty on Rumanian caviar re
mains 30 percent higher than Iranian: thP.
tariff on Rumanian cheese is 7 cents a
pound-for its competitors, 5 cents a pound.
On Rttmanlan glassware-both plateglass for
industrial use, and tableware-the tariff is
60 percent While other countries bear only a
15- to 50-percent tariff.

"We are between the anvl! and the ham
mer," says the Rumanians. "If we lower our
prices sufficiently to overcome the tariff

. barrier, then we are accused of dumping."
Undoubtedly, the inablllty of the Presi

dent to grant the most-favored-nation treat
ment to Rumania has greatly impaired the
ef!ectiveness of our efforts to assist Rumania
In steering the independent course Which
she seeks for herself.

The Senate Commerce Committee has long
maintained a deep Interest in the devei{)p
ment of mutually advantageous East-West
trade relationships. Last fall the committee
was represented by staff counsel who served
as a consultant to the U.S. trade mission
to Poland and Rumania--the flrst such mis
sion sponsored by the U.S. Government-
and at the invitation of the Department of
Commerce, the committee w1ll again be rep
resented in October as the United States
sends it.~ first trade mission to Hungary and
Bulgaria.

Mr. President, in his letter of transmittal,
Secretary Rusk predicted that expanded
East-West trade would produce a "growing
understanding of the skllls. opportunities,
and earnings of free labor in the United
States." The U.S. trade mission to Poland and
Rumania last fal! reported several instances
which dramatize the growih of such under
standing.

Mr. James O. ElUson, of San Francisco,
for example, was the trade mission's mac.hlne
tool expert.

I am told that no one who witnessed his
electrifying tours through Rumatlian and
Pollsh factories could doubt the wisdom of
promoting comm~rclal contacts between
American busln~ssmen and their CommunIst
counterparts. From the moment he crossed
the threshold of a plant, it became el'ident
that this man embodied that quallty-AtTIer
ican know-how-which the Europeans most
covet. The Rumanian exoression for know
how is know-how. Quietly, politely, not un
like a patient teacher, Jim Ellison would
thread his way through each fE-ctory, pausing
to acl:nowle(lge and praise that which was
sound, but seeing with a comprehending eye
and identifying those gaps which were the
product of technological Isolation.

At the Red Star truck plant in Bra"hov,
Rumania, the technical director sourrht his
adYlce on the possibllity of licensing -:....meri
can technology to solve a persistent produc
tion problem. The plant had begun producing
a high-speed engine which wore out its cam
shaft In 4 to 5 months. ElUson paused for
a moment and then replled that they did not
really need a license-the problem could be
slmplysolv.ed by redesigning the camshaft
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with double. rather than single lobes, so that
it need revolve only half as fast.

In the Nova Huta Works, near Krakow.
Poland, the mission watched an American
rolling mill smoothly and effortlessly turning
cut galvanized steel, whUe nearby a new piece
of Russian equipment had broken down. I
could gh"e many other examples such as
these.

In neither" country could one tell where ad
mira tion for the An~erican and his machines
endecl anel Where admiration for the economic
and political system Which produced them
began.

I thlnt Itls high time that we take a step
forv:are! on this road toward better world
l'nd"rstanding. As I have stated on so rnany
occasions. legitimE-te trade, nonstrategic
trade. is a tool for peace.

Mr. PresIdent, the Senate should know that
the Senator irom Montana [Mr. MANS~'IELDJ

would be here this afternoon were he not
confined to the Bethesda Naval Hospital with
a slight touch of the flu. He has prepared a
statement on the bill which he has asked me
to make for him.

STATEMENT BY SENATOR MANSFIELD READ BY

SENATOR MAGNUSON
Mr. MANSFIELD. Mr. President. I am about

to introduce a blIl which is reported to h:tve
been already conslgneel to the legislative
junkheap. And, indeed. that may prove to be
the case. At this point, certainly, there is far
more reason than not to concur in the bleak
journalistic forecasts of the future of the
eo-called East-West trade relations bill.

Tllat is a most unfortllnate situation espe
clally since the measnre has been requested
by the Presiclentand asked for by the Secre
tary of State in letters to the Vice President
and the Speaker of the House.

I do not suppose that in the great equa
tions of peace and war a few million dollars
of trade with BUlgaria or Rumania looks lUte
r, very urgellt or major matter. In the rising
flames of the Vietnamese confllct, it appears
almost incongruous to put forth a legislative
effort whIch has fl,S its purpose the enlarge
ment of commerce With some countries in
Eastern Europe.

Nevertheless, the leadership is going to In
troduce this East"West trade relatiOns bill.
It will be introduced now because the Presi
(lent and the Secretary of State have asked
for it. It will be introduced now because the
majority leader welcomes an initiative along
lines which he has believed desirable for
many years. The measure will be introduced
now because even the act of doing so or
faillng to clo so does have some relevance to
the great equations of peace and war. It will
be introduced now, not in spite of the Viet
namese war, but. if anything, because ..of it.

Finally, Mr. President, the leadership will
Introduce this measure because it is an en
tirely proper vehicle for a hard legislative
look at the incongruities and anachronisms
which have long characterized the policies of
the United States toward Eastern Europe.
Tllese barnacles on American commerce not
only plague businessmen, they also hamper
tile diplomacy of the Presiden t and the Sec
retary of State in seel,ing to develop useful
and peaceful relations with various nations
in that region.

Whatever their original justification, cer
tain of the conditions which we ourselves
imposed on our commerce years ago and with
which this act, in effect, is designed to deal
have become self-defeating. often meaning
less, and very costly to individual Americans
and to the Nation as a whole, The measures
were largely an expression of the fear, 110s
tlllty. disgust. or whatever with which the
United States greeted the appearance of cer
tain systems of government and economics
in Eastern Europe. They were in the nature,
too. of reprisals for hostile acts against us.
And they were, finally, vaguely designed to

defend the West against communism from
the East.

I think. bv this time. it is clear that while
many factors may be Involved In determining
the future of communism in Eastern Europe.
the trade policies cf the United States are at
or near the bottom of the list in terms of
significance. I would point out, in this con
nection that, for many years, we have had no
trade to speak of with certain' of the East
erll European countries but, at last report,
:'l~ey still had COn1ffiu.nist governments. And
the truth Is that over the years we have had
t;'ae!e With Ymwslavla and Poland and even
aid but, at last report, they, too, still had
Comulunist governments.

Let us, therefore, If we are going into a
consideration of thIs bill, go In with our eyes
open. Let us not tlit With wlndmllls. If past
trade pollcies have had little significance for
the future oi communism in Eastern Europe
one way or the other, it may be said that
this blll does not have much significance
either, one way or the other. I dOUbt that it
wlll strike very much terror Or very much
joy In the hearts of the Communist purists
of Eastern Europe.

The basic question in this blll, in short,
Is not what it wlll do to communism in
Eastern Europe. The basic question is What
this blli will do for the United St.ates.

The blll has no automatic and direct effect
on trade between Eastern Europe and the
United States. Rather, the blll deals with the
relationship of the President and the Con
gress in delineating the patterns of that
trade. It gives the President substantially the
same kind of control over U.S. commerce
Witil the entire region of Eastern Europe that
he now has by law over trade With Yugo
slaVia and Poland.

The blll says to the President, in effect, if
opportunities' present themselves to enlarge
the trading relationship in peaceful goods
with various Eastern European countries, go
ahead and explore them. If the occasion ar
rives to promote better and more stable rela
tions by adjustments in peaceful trade with
these nations do not hesitate to take advan
tage of the occasion. In short, this act would
authorize the President to use his judgment
in setting certain rules and approaches for
the conduct of trade With Eastern Europe.
The pas~age.of this act wQuld make clear
that the President Is trusted by the Congress
to act In this connection in the best Interests
of the United States.

Now, Mr. President, Congress has not
hesitated to place an immense trust in the
Presidency in matters involving war. It has
done so in connection with Vietnam. And,
indeed, in the matter of nuclear war we have,
literally, entrusted the whole fate of the Na
tion and the world to the Presidency.

Yet, it is obvious that we tremble with mis
trust, now, as an elephant before a mouse,
When it is a question of entrusting to the
Presidency certain very limited and highly
circumscribed tools Which may be useful to
him In advancing the commercial interests of
the United States. We tremble with mistrust
at the posslblllty of a President, on his own,
making a small contribution to the building
of peaceful economic relations with a major
area of the globe. And may I say, Mr. Presi
dent, that t.hat trembllng in Itself can have
a far more adverse significance for the in
terests of the United States in the world
than this blll could ever have, even in the
wildest imagining of its mlsapplicatlon by a
President. How Incongruous, Indeed, is it to
stand dauntless and courageous in support of
the President in the war in Vietnam whl1e
suffering the pangs of terror, revulsion or
suspicion at the prospect of the President
seeking to promote a little more peaceful
commercial relations with Bulgaria or Ruma
nIa or some such nation.

The ironv, Mr. President, is that the cost of
this reaction. the cost of this failure to face
up to the implications of this proposed act

falls heavily, not on others, but on citizens
of this Nation.

If we refuse even to eonslder action on this
measure in this session, we are putting of!
coming to grips with the incongruities and
anachronisms of our present trade poUcles
respecting Eastern Europe for that much
longer. And these are damaging, not to East
ern Europe, but to the economy of the United
States of America.

Here are some of the more flagrant indica
tions of the distortions Which result from
these poUcies.

Does the Senate know that there is a basic
Ust of strategic goods which allled countries
join with us in more or less excluding from
normal trade channels to Eastern Europe?
Beyond this limited listing, however. any
thing goes and devil take the hindmost, who.
in this instance. is guaranteed by our own
trade policies to be the American trader. In
these circumstances, it is not surprising that
the Netherlands or Sweden do about the same
amount of business with the Communist
countries as does the United States. It is not
surprising either that the total exports of
Western Europe and Japan to the Communist
countries amounted to $3.8 billion in 1965,
whUe the total of U.S. exports to these coun
tries added up to the grand total of $140
mUlion.

Does the Senate know that our present
restrictive trade policies do not deny Eastern
Europe access to very many of the prodUCts
of the ingenuity of modern Industry? They
tend, rather. to turn Eastern Europeans to
Western European and Japanese sources
rather than to the United States for these
items. And let us not delude ourselves; they
find them. Even Insofar as choice and exclu
sive American nonstrategic products may be
concerned, which we chooose not to ship to
Eastern Europe, these may not necessarlly
be denied to Eastern Europe. At the end of
my remarks, Mr. President, I shall insert an
article from the Wall Street Journal which
appeared in the May 10 issue and which shOWS
in detail, Mr. President, how time and again
American firms operate through Western
European branches or other corporate ar
rangements in order to sell such products in
Eastern Europe.

I do not blame the American businessmen.
They are compelled to this course by the in
tense competition and the demands of mod
ern world-scale business. Many are prepared
to sell and ship from the United States di
rectly to Eastern Europe, but for a variety of
reasons are unable to do so, In short, Mr.
President, the policies and attitUdes on trade
with Eastern Europe have now become a
stimulus for American business to export in
vestments and jobs to Western Europe and
elsewhere.

The stigma for this state of affairs, I re
peat, does not attach to business. It attaches
to the Congress and the executive branch for
the reluctance or inertia in facing up to the
facts of a changed commercial world, espe
cially In Europe. In this connection, I need
not dwell at length on the Firestone fiasco
of last year. You know the sorry circum
stances which compelled that company to
cancel an arrangement which it had made in
good faith with the Rumanian Government.
The Firestone Co, had encouragement and ap
proval from the executive branch in its pro
posal to supply the technical rewurces for the
constructIon of a synthetic rubber plant in
Rumania. But in the end, the Firestone Co.
was Victimized for its efforts by a scurrilous
private boycott which was set in motion here
at 11Ome. according to some reports, with the
encouragement of one of Firestone's cOln
pet! t.ors.

While on the subject of Rumania, I would
point out, further,' that the United States
is obviously not that country's principal
capitallst trading partner. But does the Sen
ate know which country has the largest
volume of trade with Communist Rumania
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ter the Soviet Union? Poland? Eastern Ger
any? Outer Mongolia? China, or some other
}mmunist state? No, Mr. President, Ru
ania's second largest trade is n07l \vith
estern Germany. Ne"ertheless, we still
lng to the practice of sharp restriction on
"de with Rumania-and, even worse, shift
.8 trade signals uncertainly, as in the Fire
nne affair.
The Senate, Mr. President, has heard of
,e recent arrangement whereby Fiat of
aly cDntracted to bUlld an entire automo
Ie assembly plant in R1.1Ssia and of the
'esL German agreement to undertake to
ect a whole steel complex in Ce'mmunist
:lina. These are only striking examples in
,e long list of spectacular tntde arrange
cnts Whereby Western Europe and Japarl
'e moving into expal!ding and advanta
,ous economic relations with the nations of
le Communi!it bloc.
I could go on, IVII'. President, citing illus
atiau after illustration in a simllar vein,
[1 serve merely to underscore the anomalies
hich arise from a vastly altered trading
tuation in Europe coupled with a substan
ally unaltered pattern of trarle policies and
tltudes on the part of the United States.
he anomallea clearly affect in a most ad
~rse fashion the ccmmerclal Interests of
merican citizen!;.
But, in the end, Mr. President. we will not
:t or fali to act on this bill merely for the
•mmerclal advantages which may be in
}jYed, And that is as it should be. In the
ld, the larger International equations can
:>t be ignored, even in a minor blll of this
nd. And in the larger equations, the fun
imentai factor, today, Is Vietnam.
I said at the outset, 1111'. President, that in
,y Judgment, the tragedy of Vietnam is not
factor which argues against this measure

J.t rather one which, if anything argues
'r It. I say that notwithstanding the fact
lat the nations which would be most COll
ructlvely affected by this measure are
larply antagonistic to our policies in Viet"ill. But they are not alone In that att!
Ide. It would be an irresponsible self-im
,olntion of this nation's commerce to re
.IIre approval of Vietnamese pol1cy as a
18Is for mutually advantageous commercial
,lations with nations elsewhere. And it is
II:ln to tllat immolation to reject better
nnmercial relations with nation!! Where
ley call be but have not yet been estab
;hed because those nations disapprove of
lese polleies,
Far more Important, however, than the

mited increase in trade it promises to bring,
the great significance whiCh attaches to

lis measure as a clear-cut act of peace in
le midst of the blurred and bloody act of
le Vietnamese war. It Is a tangible affirma
on of American words of peace which will
se above the cannonades of that conflict.
; says, as no words can say, that peace and
::>t war is what the United States wants. It
,ys that the Congress of the United States
ousts the President to pursue the one even
; it l1pholds his hand In the other.
It is In that vein that I introduce the

1st-West Trade Relations Act at this time.
endorse fUlly the purpose of this bill and
11l support its enactment.
I say In all frankness, however, that the
)pe of action is dim, and I have no desire
, stimulate false hopes. My purpose, today,

to bring the matter into the open. The
J.estions which this bill raises should be
.ced. They ought not to be swept under a
19 of Indifference, They ought not to be
)scl1red by the Vietnamese conflict.
It is my personal' jUdgment that if we

.amine these Questions, whether In the

.1nute detalls ot: commercial value to in

.vidual American citizens and companies or
l the ,ast context of the search for world
:ace, this proposed trade act has a part to
lay which serves the Interests of the United
;ates. I am persuaded, moreover, that the

sooner this act Is permitted to play that part.
the better It will be for this nation and the
world.

STATEMENT BY SENATOR JAVITS
I\Ir. J.WITs. Mr. President, with France,

now dropping out of the NATO alliance,
there is llttle chance of accomplishing such
trade Without some assistance. I have re
cently come l)ack from service as a rappor
teur of the NATO Conference. Things can be
done now in Europe which could not be done
before. One of the most impcrtant things is
to have harmonious relations between East

-and West trade with our allles, Germany,
Great Britain, the low countries, Ital)', and
our other allies. All of these allies sell in
finitely more goods than we do to Central
Europe.

Witllout this bill. we cannot do that, be
cause with it we can do things we cannot
otherwise do or agree to. We cannot deal
with dumping, we cannot deal with patents,
we cannot cleal With offices in which sales
call be made, we cannot deal with arbitration
of commercial dlsagrcements, and a dozen
other things.

Therefore, Mr. President. I say that the
things I have mentioned flag this as one of
the most important blUs before us. I have
asked the Senator from Washington [Mr.
MAGNUSON] if I could join as a spollsor of
this bill.

Mr. President, I am grateful to the Sen
ator from Washington [Mr. MAGNUSON], not
only for introducing the bill, but for making
the fine statement he has mane. I think an
esssentlaL supplement to that statement,
Which is not mentioned in it, but is very
Important, is that this will form the basis
by which we can at long last have a common
polley with our allies of the Atlantic com
munity with respect to East-West trade; and
that common bond is just as important as is
this blll, giving the necessary power to the
President of the United States.

Mr. MCGOVERN. Mr. President. Will the
Senator yield?

Mr. JAvrrs. I yield to the Senator from
South Dakota.

Mr. MCGOVERN. Mr. PresIdent, I should
like to associate myself wIth the splendId
statements by the Senator from Washington
(Mr. MAGNUSON) and the Senator from New
York (Mr. JAvns), who has long been an
advocate of greater East-West trade. I agree
enthusiastically with what they have said.
I think the President's message and hIs re
quest on East-West trade represents the most
constructive initiative for better interna
tional relations that has come to Congress
this year. '

In a sense, the Senator from New York has
said we have been cutting off our noses to
spite our faces by denying ourseives access to
the very promising market in Eastern Eu
rope. I hope that we cannot only give heed
to the President's request with greater flexi
blllty and more commonsense in this area,
but that we can also make progress In the
months ahead, toward resolving the stale
mate that has made It difficult fer us to carry
on wheat sales to the Soviet Union.

CURRENT TRENDS AND PERSPECTIVES IN EAST
WEST ECONOMIC RELATIONS

(By Leon M. Herman, Benlor Spec1allst in
Soviet Economics, Apr. 24, 1969)

I. ABRIEF REVIEW OF RECENT TRADE RETURNS
A. The industrial West and the European East

It Is a well-known fa.ct that the ma.ln com
ponent of the annual trade flow between the
so-called "East" and "West", I.e. between the
communist and non-communist countries
around the world, is represented by the ex
change between the Industrial West on the
one hand and Eastern Europe on the other.
It also so happens that the latter two groups
of countries, respectively, make up the mem-

bershlp of OECD 1 and CEMA,' These 29
countries account for about one-half of the
entire exchange of commodities between
communist and non-communist countries
in the world. In 1967, this steadily growing
exchange came to: 4.2 bi1l10n doUars of ex
ports from the Industrial West to Eastern
Europe; 4,5 blllion dollars of in1.ports into
the OECD countries.

The growth record of tIle commodity trade
between the members of these two organi
zations show the following results: during
the past 5 years (1962-67), the out-flow of
merchandise from the OECD countries In
creased at the rate of 11.4 pereent yearly. Im
ports into the same group of countrIes dur
ing the same period expanded at an even
more rapid annual rate, namely 12.2 percent.

As growth rates go, this is an impressive
performance Indeed. By comparison, world
trade as a Whole during the same period grew
In volume at an annual rate of 8.8 percent.

B. The United States and Eastern Europe
The United States at present ranks 'lnh1ng

the least actIve participants in East West
trade, Our share in the $4 blllion annual ex
port by aEOD to East Europe amounts to less
than 5 percent. This is a far cry from our
share in world exports. which measures some
16 percent.

The picture Is even darker when we look at
our positIon as an exporter of machinery to
Eastern Europe. With an export flgure of only
11;30.6 m1ll10n, our share of that market for
Western machinery comes to no more than
2 percent. As a machinery exporter on a world
scale, however, our annual share comes to
25 percent of the market for Westem ma
chinery; in doliar terms, to 12 out of a total
of 48 blllion dollars in 1967.

TOTAL TRADE OF SELECTED INDUSTRIAL COUNTRIES WITH
THE "EAST," 1967

{Dollar amounts in millions]

Exports to all Imports from all
Communist counlries Communist countries

Percent Percent
of total of lotal

national national
Amount export Amount imports

United States••••_ $195 0.6 $180 0.7
United Kingdom __ 587 4.1 781 4.4
France•• __...... 540 4.7 4ll 3.3
Japan. __ •••••••• 565 5.4 868 7.4
ItaIY•••• _· ___ ·_· 520 6.0 744 7.7
West Germany_.•_ 1,465 6.5 1, 060 5.9

Soun:e: U.s. Deparlment of Commerce.

II. OUR ECONOMIC POTENTIAL FOR TRADE WITH
EASTERN EUROPE

For all that. most American businessmen
r.gree that our prospects for gaining a sub
stantial position In the machinery import
markets of Esstern Europe are qUite !avor
able. In this connection, they generally cite
the following reasons:

In the first place. U.S. SUbsidiaries In
Europe have. for some time, been success
fully selllng their manufactured prodUCts,
largely capital goods, In the Eastern half of
the continent. These prOdUCts, moreover, are
known to have earned for themselves a favor
able reputation in that market. Although It
is impossible to obtain a hard figure on the
dollar value of all finished goods exported by
U.S. subsidiary firms to the East, available
estimates on the magnitUde of that trade,
recently worked out by the Departmer:.t 01
State, show that in 1967 affillates at U.S.
firms In Europe sold a volume of commodities
worth approximately $225 millloll. This out
flow may be compared 'with $63 mllllon of

'0rganization for Economic Oooperatlon
and Development, located in Paris.

• Council for EconomIc Mutual Assistance,
located in Moscow.
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1963 1967 1967-63

I Including Finland and Yugoslavia.
Source: United Nations, "Monthly Bulletin of Statistics."

EXPORT TRADE OF EASTERN EUROPE (COMECONj

lin millions of dollars]

The above figures also help to underscore
another important feature of this trade,
namely that the smaller countries, as a
group, Rre conspicuously more active in for
eign trade than their giant neighbor. In the
commodity exchange with Western Europe
in 1967, for example, their export exceeded
that of the USSR by 6·1 percent, despite the
fact that they represent a total popUlation
of 103 million p~rsons, as compared with 235
mlllion for the Soviet Union.
B. Technical cooperation with Western firms

Within the recent past, a notable degree
of disillusionment has come to surface in
Eastern Europe with respect to the official
policy of conspicuous production that has
long been pursued in this region, largely uu
der the influence· of the USSR. Economic
growth at the highest possible rate had
become the overriding objective In produc
tion. As a result of this policy, a number of
important values In modern production man
agement have lost their force in East Europe.
The economic authoritIes of the region now
find, for example. that their enterprises have
fallen behind the times with respect to pre
vailing techniques in m::mageme:J.t, In pro
duction organization. in quality control,
marketing and custoU"ler ser?Jice.

Yet, these countries are not without cer-

taln comparative advantages of their own
in the production . process. They work. in
many production areas with low costs in
labor, energy, and matelials. For that reascn,
in partiCUlar, they have been able to evoke
a favorable interest on the part of a number
of Western firms in developing variouE forms
of technical cooperation at the enterprise
level. In general, this type of arrangement
prOVides for roughly the foHowing division
of labor: the Western firm supplies the c.;p
ital equipment. the licenses and knowllo-.v;
the enterprise in the East pro','ides the phys
ical plant and .the labor needed to organize
the manufacturing process. 'l;'he latter also
often uses the finished product to repa.y for
the imported eqUipment.

There are many v:uiations of this basic
pattern. Thus, for example, a. truck (or a
mining machine) will be assembled by a f.l~

tory In East Europe Oll. the b.lsb of compo
nents supplied In part by a Western firm.
The la.tter will supply, say, the diesel engine
along with other precision components, w"He
the less sophisticated parts will be produced
at home. The final product will be sold in
the countries (and regions) of the two part
ners a3 wel! as In third markets.

Another example of such technical co
operation may be presented by citing a re
cent contract under which the Swedish
Company Alta. Laval filled a huge orG.er for
sla.ughterhouses to be installed in the So
viet Union, at the same tIme placing several
sub-contracts with Palish factories.

By all accounts, these direct contacts with
Western productIon units are highly re
garded in the East. As a long-term proposi
tion, they provide a valuable opportunity to
counter-act same of the consequences of
their prolonged Isolation from the worlel in
dustrial community. More immediately, they
promise to raise the produvtlvlty of economIc
processes in the region by way of closer fa
mlllarity with standards attained 'In tlle
West. To da.te, Hungary alone has reported
to be engaged in 15 joint enterprises In
Western Europe alone.

This new type of technical cooperation at
the plant level Is also reported to have a
tangible pay-off in the sphere of human re
lations. They palpably help to build good
will and trust among the participants de
spite existing ideological barriers. Gradually,
according to U.S. business people with ex
perience In this field, it Is getting easier to
dispel initial suspicIons In the process of
negotia tions, and it takes less time to reach
agreement an substa.ntlve commercial issues.

lV. THE APPEAL OF AUTOMOBILE OWNERSHIP
IN THE EAST

DespIte their control over all mass medIa,
the authorities in East Europe have been un
able to prevent the break-through of rising
expectations among their own people. The
urban elements of the population, first of all,
are surprIsingly well-informed about living
conditions, styles, and tastes in the indUS
trialized countries to the West. There is,
therefore, very little these governments can
do but to accommodate to the pressures for
Improved standards of consumption. It is
obVious, for example, that the elite elements
of the labor force, who have t.he kind of tal
ents and sldlls. that are most appreciated by
the government, must In the near future he
provided \Vith the kind of incentive goods
that bear some resemblance to those enjoyed
by their caunterparts abroad.

In this quest for a better life, the political
leaders of the region have encountered their
most vexing problem in regard to the auto
mobile. Under theIr dIstinctive twin eco
nomic conditions of high production costs
and low wage payments, the automobile is
clearly tao expensive a luxury Item for the
lean pocket-book of the average wage-earner.
But the matter does not seem to end with
such a simple calculation. Somehow, every
one of these countries Is plagued by a thriv-

9,650 132.7
2,238 104.8
1.820 150.4

13,170 135.4
3,268 156.1
2,985 197.9

136.5 _.. _.•••
146.0 __ •• •
164.0 ••• _••••

Exports of the U.S.S.R.:
To the world • • ._ 7,270
To OECO • ._. __ 1,358
To OECO Europe l ._._._ 1,210

Exports of rest of Eastern Europe:
To the world_. •• • 9,730
To OECO •••• _. __ ••• _ 2,093
To DECO Europe 1 •• __ ... _ 1,508

East Europe as percent of U.S.S.R.:
To world •••• "._ •• _ 133.8
To OECO. •••• _•• •••• 154.1
To DECO Europe ' •• __ ._....._ 124.6

the official Soviet· Tourist agency made a
surprise move and signed a contract with
Hertz International. Under this contract,
Hertz will provide management counselling
and knOW-hOW to the Soviet car-rental fa
cli1ty, along with ita world-wide reservation
services, its experience and profesaional p£es
tige. For its part, the Saviet tourist agen.::y
is looking forward to a larger volume of
hard currency revenue.

On the basis of the above three considera
tions it is reasona.ble to deduce that any
positive action taken an our part to align
our trade policy \vlth that of Western Europe
coUld produce some tangible results in e;,
panding twa-way trade wi1;hln the years
ahead. Presumably, a level of exports equal
to that of either France or Italy, l.e. In tIle
neighborhood of $500 million, would not be
an unrealistic expectation during the nGxt
three to five years.

III. THE SMALL COUNTRIES LEAD THE WAY

A. More actil'e in trade
It is worthy of nate that the small coun

tries of Eastern Europe, rather than the
S,wiet Union, are clearly a leading factor in
this two-way trade, especially in regard to
their exchanges with Western Europe. The
latest full returns available at this time show
that between 1963 and 1967, the small East
European countries doubled the annual value
of their exports to partners in the Western
half of the continent. In dollar figures, this
steep rise in sales was from 1.5 to 3.0 billion
rubles. On this score, in fact, they did far bet
ter than the USSR, which also increased its
exports to Western Europe, by a margining of
50 percent. I.e., from 1.2 to 1.3 billion dollars.

eurect u.s. exports of manufactured goods to
Eastern Europe. These firms, inCidentally,
feel very strongly that they have been more
than holding their own In the good fight to
preserve the competiti'.-e position of cur in
dustry in East Europe, and that the least
their government in Wasl:lington can do for
them is to legitimize their constructive com
mercial activities.

Secondly, U.S. business firms with recent
experience in selllng machinery to the CEMA
countries report that the USSR in particular
is quite keen an establ!shing direct contact
with. American manufc.cturers on their home
grounds. Thus. for example, when they bUy
a turn-key plant, thej' are most eager to
see a comparable U.S. plant "in the fiesh", so
to speak, In its natural setting and under
normal operating conditions. They are thor
oughly persuaded that the combination of
the ever-changing American machine tech
nology and the innovative methods employed
in the organization of production hold the
key to their eventual attainment of U.S.
levels of labOl' and capital productivity.
These businessmen agree, furthermore, that
the Soviet engineers who are engaged in the
procurement of industrial m:J.chinery are
unusually competent in their respective
fields, and are sensitive to the difference be
tween the highly research-Intensive pro
duction equipment manufactured In the
United States and its European counterpart.
They also tend to prefer the relatively more
massive scale on which production is orga
nized and managed in the U.S. economy. They
are, of course, not unaware of the manage
ment gap between Europe and the United
States.

On this particular paint, it Is Interesting
to cite a speech made by Soviet Premier
Kosygin In the City of Minsk several months
ago. In one of the themes of his address,
Mr. Kosygin urged the official planners to
reduce the "lead time" at present consumed
in developing technical Innovation in In
dustry. "At the present pace" he warned, "we
may be left behind," He then proceded to
spell out the problem as follows:

"In capitalist countries, the monopolies
(I.e. the giant corporations) are under pres
sure to conduct a keen battle for profits.
They, therefore, tend to react speedily to
cOllSum.erdemand, turn out modern types
of prOducts, and search for the most ra
tional forms of production organization and
management."

From this observation, Kosygin proceeded
to draw the conclu~ion that:

"It would be short-sighted on our part not
to utilize the latest foreign scientific and
technical achiever!1ents ... We must make
use of all the best new technology, utilize
every opportunity to purchase license.> In
order to accelerate technical progress in our
economy!'

There is also a third consideration that
bears importantly en the outlook for future
U.S. trade witil East Europe. There is, as we
know, an active official drive throughout the
region to increase their capacity for earn
Ing hard currencies. One of the more pub
licized devices used for that purpose is to
build resort hotels In the Western style as a
w.ay to Ettract Western tourists. Two such
hotels are fairly close to completion in Buc1.a
pest, both by American firms-Hilton and
Inter-Continental. The latter company Is
also in the process of building hotels in
Prague and Bucllf,rest. These hotels, op
erated under ,Vestern ffip,nagement, are ex
pected to attract a large body of tour!sts
from the hard currency countries. In this
total Inflow, the share of dollar-spending
tourists should be substantial. The nor
mally close connection between the U.S.
hotel managers and the operators of pack
age tours, may be expected to keep East
Europe well supplied with American tourists.

Nor does the pursuit of t.he tounst dollar
stop at the hotel door. In late April 1969,
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iug black market in new and used cars. im
ported as well as domestic. Yet, to this day,
they have been unable eitber to reduce the
ri,ing car fever among their citizens or to
bring down the cost of mass producing the
automobile.

This dilemma was recently discnssed by tee
prominent POUsh economist Pajestka. He
came up With a calculation designed to show
that a popular price automobile could be
pro:luced in Poland. He saw no reason why
the price could not be brought down to some
40,000 Zloty. An Imported Fiat car now sells
for 180.000 zloty.

',\'lHlt Mr. Pajestka liked about the price
of 40.000 zloty Is the fact that It came- to
"only" twcnt); times tbe current monthlv
wage of an a'tlerage wage-earner in domestic
industry. To apply his calculation to our
own setting, expressed in terms of average
industrial earning in the United States. this
would be equivalpnt to a price of 10.000 dol
18x2 p",r mass-produced vehicle.

v. T~.S. I:!.\lFORT3 OF STB._I\TF:CIC CO!'.'I:'.~ODrrIAS

FROM THE EAST

If \ve e~:8.:nil1e our own trade s&atistics, we
i,vEl flurj that rnacllinery e:{ports nlal-:e up
ollly 15 percent of all exports to that mar
ket as It whole. III onr exports to the USSR
speeific,-:,lly. tliis percentage figure rises
SOIuc\\hac, n~nnely to 20 percent. In tCl'lllS·· of
dollRrs. mr,(;hinery items accounted for 11.5
Ol1t of th,o total of $60.3 milllon exported III
1967.

Thi,; 13 the component that is generally
cunsidered to be most essentlal in terms
of its economic, value to the Soviet UnJon.
,Vhat is generally overlooked, however, is that
IV" import. on a regular basis, n substalltial
range cf essential metals from the SovIet
Unic.n. These include: chrome ore olatinum
,rjeJium, pallaclium, rhodium. and' others. lz{
186',. the dollar value of these metals came
to 21.4 miUion dollars or 52.1 percent of all
11llporis from the USSR. In 1965, the com
parable figure was $28.6 milIlon, representing
67.2 percent of all imports from that coun
tr:;.
VI. OUR LU>UTE:D OBJECTIVES IN TIlE SPHERE

OF E...<lST-,\VEST TRADE

It shoulel be qUite clcar by now to cn,ry
'veil-informed citizen that the present pro
posals to relax our restrictions on trading
'.'.'ith Eitst E1ll'ope are modest In their nature.
They cIa not call for a drastic departure from
preraEing commercial practice in the rest of
tile Western World. On the contrary, they
rep"esent nothing more than a long overdue
effort to bring our national trade policy in
closer alignment wIth that Of the West as a
wh()le, inclUding our traditional neighbor to
the North (Canada) and our new neighbor
acro~s the PacIfic (.Japan).

We believe that the time has come for
the Western community to resolve Its dif
ferences in this policy area, and to work out
a ",ammon approach to the matters at issue
in tradIng with the CEMA countries. Such
a concerted approach would not only gen
erate a larger flow of trade, in both direc
tions. but would al30 help to reduce to a
minimum such political hazards as this
trade may contain, We can assuredly more
easny ayoid such hazards together than
s~parat~ly. Moreonr. if we succeed in work
ing together toward an agreed purpose. we
can eliminate some of the friction that
b,eaks Into the open from time to time over
our conflicting trade policIes toward the East.
At this juncture, when other great inter
natlo~lal issues are clamoring for attentIon,
we ought to try disengage oursel"l.·es from
the dogmas of the past, from our repiltatlon
for negatlYism in this segment of world trade.
We ought to be prepared to acknOWledge the
fact that the collectIve economic strength
of the West is not In any immediate danger
of being undermined by a more enterprising
exchange of commodities With t1le East.

We should also make it cl",ar to all con
cerned that it is not the intent of these
proposals to use our economic strength for
any negative political objective. We need to
indicate plainly that 'iVe are interested in
mOl'e trade for the positive bene:lt3 it can
yield to botll sIdeS in the exchange. Our
policy has no Ulterior purpose in this re
gard. It is not our aim to expand trade in
Older to break up the Soviet-led alliance In
Eastern Europe. We are aiming at a more
active peaceful economic engagement wIth
all the countries of the region, to the extent
tIlat they wm respond, on the basis of the
belief tllat continuing discussions and fruit
ful negotiations about our mutual economic
requirements might prove to be a construc
tive alternative to the present barren cl!mate
of distrust, or WOl'se yet, the periodIc ex
chp.nge of tllreats implicit in the endless
accumulation of ever more deadly weapons of
mass destruction.

E"sr-WEST TRADE RELATIONS ACT OF 1966
LETrER OF TR1\,NSMITTAL 1

l'dAY 11. 1966,
DEAR MR. SPEAKER: At the direction of the

President, I am sending to the Congress pro
posed legislation to provide the President
with the authority necessary to negotIate
commercial agreements with tIle Soviet
Union and other nations of Eastern Europe
to widen our trade in peaceful goods. When
such agreements will serve the interests of
the United States.

ThIs authority is needed so that we may
grasp opportunities that are opening up to
US in our relations with the Soviet Union
and the, countrIes of Eastern Europe, It Is
needed, at a time when we are opposIng
Communist aggression In Viet-Nam, In order
to carry forward the balanced strategy for
peace which, under four Presi.dents, our
country has been pursuing toward the Com
munist nations. It Is needed to play our part
with the NATO nations in reducing· tensions
and establishing normal and lasting peace
ful relations between the west and East in
Europe.

New opportunities
It is the normal and traditional practice

of the United States to encourage peaceful
trade with other countries-even those with
which we have serious dlfferen~es. Yet for
nearly two decades, we have put major re
strictions on our trade witJJ. the Soviet UnIon
and Eastern Europe. We applied these restric
tions only when the Soviet Union extended
control over its Eastern European neighbors
and embarked on a course of aggres3ive ex
pansIonism. They properly signified our
moral protest against the SUbjugation of
half a contlnent and gave our protest prac
tical economic effect. Now. however, the
hopes that guIded our policy have begun to
be realized,

In recent years, there have· been substan
tial changes among the Communist nations,
within themselves, and in their relations to
the nations of Western Europe. Windows in
Eastern Europe are being gradually opened
to the winds of change, Most of the coun
tries of Eastern Europe ha"e sllown sIgns of
IncreaSing independence in guiding their own
economic and politlcal courses. They have
shown greater concern for the needs of their
citizens as consumers. A growing trade In
peaceful goods has sprung up between
Eastern Europe and the Western world. The
Soyiet UnIon itself has recognized this need
for mare responsIve action In its own coun
try as well as in Eastern Europe.

This process of chr.nge Is continuing. It
presents grov..ing opportunities for the
UnIted States and for the cause of freedom,
But we are not now able to take full advan-

1 An identIcal letter was sent to the PresI
dent of the senate.

tage of these opportunities. Our trade poli
cies whIch once served our national Interest
no longer do so adequately.

What then Is needed?
The weakness in our position is the out

dated, inflexible requirement of law that we
impose discrIminatory tarIffs on the Import
of goods irom Communist countrIes. All im
ports from the Soviet Union and Eastern Eu
rope, excepting Poland and Yugoslavia, are
subject to the orIginal rates of duty In the
UnIted States TarifI Act of 1930. The PresI
dent has no authorIty to negotiate with any
of these countrIes for the advantages that we
can gain from offering them the more favor
able rates that have been negotIated under
reciprocal trade agreements over the last
thirty years and that now apply to imports
from all other nations wIth whom we trade.
We alone of all the major Free World coun
tries have so tied our hands.

The inability of the President to negotiate
on this matter sharply reduces his power to
use the great economic power of our tmde
as a bargaining Instrument.

In the light of this situation, the PresI
dent said in his 1965 State of the Union Mes
sage: '

"In Eastern Europe restless nations arc
slowly beginning to assert their identity.
Your government, assisted by leaders in labor
and business. is exploring ways to increase
peaceful trade with these countries and with
the Soviet Union, I will report our conclu
sions to the Congress."

Accordingly, to supplement the studies be
ing made in the Government, on February
16, 1965. the president appointed a Special
Committee on U.S. Trade Relations with
Eastern European Countries and the Soviet
Union under the Chairmanship of Mr. J,
Irwin Miller, Each member was a widely re
spected and experienced leader from busi
ness, labor or the academic world,

The SpecIal CommIttee made its report to
the President on April 29, 1965.• That report
provides a searching and balanced analysis of
this complex and important subject. It de
serves careful study by aU citizens and mem
bers of the Congress interested in this sub
ject and in this proposed legislation,

The Special CommIttee concluded that to
accomplish our purposes In Eastern Europe
we must be able to use our trade policies flex
ibly and purposefully. TIle CommIttee rec
ommended, specifically, that the President
should be given dIscretionary authority to
negotiate commercial agreements With indi
vidual Communist countries when he deter
mines any such agreement to be in the na
tional interest and to grant them in such
agreements the tarlIT treatment we apply to
all our other trading partners,

The P.dministration agrees with thIs recom
mendatIon of the Special Committee and this
is the principal authority asked in the pro
posed legislation,

Benefits of the legislation
We must consider the potential benefits

and liabilities that may flow from enacting
or failing to enact the proposed legislation.

There Is abundant evidence that without
the:' authority this legislation would prOVide,
we arc losing and will continue to lose sig
nlflcant c:pportunitles to influence the course
of eYents in Eastern Europe. By denyIng OUl'
telves the ability to enter into meaningful
commercial agr~ements with these nations,
we deprive ourselves of the eoonomic bene
ftts that will come to us f,om inc:'casing
trade. More important, we deprive oursel,es
of a bargaining tool of considerable strength
and utility. We unnecessarlly'limlt our i~

fl,lence In' Eastern Europe relative to the in
fluence of ether nations engaged In or open
ingwider trade there.

• For text, see Bulletin ot Jan. 25. 1965, p,
94.

• See Bulletin of May 30, 1966, p. 845,
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The enactment of the proposed legislation

would not weaken or injure the position of
the United States in any way. The legislation
dees not In Itself make any g:ant or conces
sion of any kind to the Soviet Union or any
Eastern European country. It would not
weaken our legislation, our pollcy or our con
trols on exports of strategic goods to Com
munist countries. Its sole effect wotlld be to
givp the President added strength to negoti-'
ate with these COIr.nnmist countries to obtain
concessions and benefits that will sene the
national Interest of our countrv in return for
granting the same tariff arrangements al
rer.dy available to other countries.

The benefits of the legislation could be
numerous ane! valuable.

First, improving our trade relations with
these countries would be profitable in itself.
As their national economies turn more and
more toward consumer needs and desires,
they will become more attractive markets
for our exports. We lead the worle! in the
efficient production of goods which enrich
the quality of everyday life. We can expect
that new and increasing export opportuni
ties wlll open up for American industry,
American agriCUlture and American labor.
While this trade potential may be modest for
the foreseeable future in relation to total
United States exports, it COUld, neverthe
less, be significant over the years and of
partiCUlar importance to American agricul
ture and to certain American industries.

Although any agreement with any indi
vidual nation wlll necessarily and proper
ly open the way for Increased sales of that
nation's products to Americans who want
to buy them, we have no reason to fear
such trade. American industry is the most
competitive in the world and thrives on
the stimulUS of competition.

Second, authority to relax tariff restric
tions will give the President the ability to
negotiate more effectively for any of several
objectives important to the United States.
These might include, for example, provi
sions for the settlement of commercial dis
putes, the facilitation of travel by United
States citizens, the protection of United
Statas copyrights, patents and other indus
trial property rights, assurances to prevent
trade practices injurious to United States
labor and industry, settlement of· financial
claims and lend-lease obligations, more sat
isfactory arrangements in CUltural and in
formation programs-and others of our eco
nomic, political and cultural objectives.
These possibilities are of course only illus
trative and It is improbable that all of them
could be dealt With In a single agreement.
We wm need to test each negotiation for
the gains to be made in it.

The Congress may be confident that no
agreement will be made under this authori
ty except in return for benefits of equal
Importance to the United States. Moreover,
each agreement will Include a provision for
suspension or termination upon reasonable
notice, so that the President may-and the
Congress may be certain he would-suspetld
or end the obligations of the United States
if he determined the other party were not
carrying out Its commitments.

Third, the most imnortant benefits from
any such agreements' would develop more
slOWly. We cannot expect trade aione to
change the basic nature of the Communist
system in any Eastern European country
nor to settle fundamental differences between
us. We can, however, expect that tl1e many
close relationships normally growing out of
trade will provide opportunities for in
fluencing the development of their societies
toward more internal freedom and peacefUl
relatior..s with the free world.

A healthy growth of trade will help to re
duce the present dependence of these East
0r~1 Europer;.Il countries 011 each other and
the Soviet Union. They \',i,11 be encouraged

to rebuild the friendly ties they have his
torically had with the West. Independent
action will become more attractive and
more feasible. The conclusion of an agree
ment with any of these countries will be an
inducement to others to seel-: the san1e
benefits.

Tl-le \'ery nature of trade. the necessity to
follow established rules of behavior, tIle in
creased contact with the West, the increas
ing use of Western goods, the growing
appreciation of their quality and of the
efficient methods of their manufacture, the
growing understanding of the skllls, oppor
tuni'ties and earnings of free labor in the
United States and other Western nations,
,he gre3. ter exposure to the miracles of Amer
ican agriculture-all these things could
encourage increasing liberalization of the
internal economies of the Eastern European
natiOl:s.

The Soviet Union and other nations of
Eastern Europe are increasingly conscious
of their stake in stability and in ImprOVing
peaceful relations with the outside world.
Progress toward normal trade reia tions will
increase that stake.

Under the terms of the proposed legisla
tion, each agreement would be only one step
in the process of reducing tensions. Agree
ments would not be of indefinite duration
but would be SUbject to periodic review and
to renewal at regular intervals. Each review
could become a new opportunity for a useful
dialogue with a Communist country. Each
renewal could be adapted to encourage the
further peacefUl evolution of that individual
country and the improvement of our relations
with it.

There Is wide and growing understanding
throughout the country that improved con
ditions for peacefUl trade with the Soviet
Union and the countries of Eastern Europe
would be in the national interest and shOUld
be a proper subject of negotiation with those
countries. Many business, industrial and
agricultural leaders and other expert wit
nesses who testified In the extensive hearings
held on this subject by the Senate Foreign
Relations Committee and the House Foreign
Affairs Committee concluded that the United
States could benefit from the posslbillty of
wider peaceful trade with the Eastern Euro
pean countries under prope1' safeguards. So
too have a number of .leading private orga
nizations that have studied the problem.

To fulfill his Constltutional responsiblll
ties for the conduct of our foreign policy In
this complex era, the President must have
available to him every appropriate bargain
ing tool. NOWhere Is this need more critical
than in our relations with the Communist
countries. Granting this fleXible authority to
the President would not be a concession to
the Communist world. Rather, it would give
him a valuable instrument of foreign policy
to be used where and when it will advance
the interests ot the United States.

Conducting a balanced strategy
In addition to the gains already stated

which the proposed legislation can help to
realize, it can be an Important element in
our balanced strategy for peace.

We are reaffirming In Vi<lt-Nam-as we
have on many earlier battlefielc1s-our de
termInation to aid free and Independent na
tions to defend themselves from destruction
by Communist aggression or subversion. But
determined resistance to such force is only
a part of our strategy to maintain a peaceful
world.

It has equally been our purpose to demon
strate to the Communist countries that their
best in terests lie in seeking the well-being of
their peoples through peacefUl relations with
the nations of the free world. We want the
Soviet Union and the nations of Eastern
Europe to understand that we will go step
by step with thell1 as far as they are v;ilEng
to go in exploril1g every p,Hh toward endur-

ing peace. We require only that our willing
ness and our actions be genUinely matched
by theirs..

We are confident that this policy is sound
even when we are fighting against Commu
nist weapons in Viet-Nam. Indeed, it is when
we are resisting torce with force that it is
most important to hold open every pOSSible
avenue to peace. We need to make unmistak
ably clear to all' the Communist nations of
Eastern Europe that their best interests lie in
economic development, and peaceful trade,
not in support of futile attempts to gain ad
vantage through the use of force.

The legislation
The proposed legislation contains five prin

cipal provisions.
The first states the purpose of the Act, par

ticularly to use peaceful trade and related
contacts with Communist countries to ad
vance the long-range Interests of the United
States.

The second authorizes the President to
enter into a commercial agreement with a
Communist country when he determines it
will promote the purposes of the Act, will be
In the national interest and will result In
benefits to the United States equivaient to
those prOVided by the agreement to the other
party.

The third states some of the benefits we
may hope to gain in such agreement.

The fourth limits eacll agreement to an
initial period of three years, renewable for
three-year periods. It requires tha.t each
agreement provide for regular consultations
on its operations and on relevant aspects of
United States relations with the other coun
try. It also requires that each agreement be
subject to suspension or termination at any
time on reasonable notice.

The fifth is the central provision recom
mended by the responsible groups stUdying
this matter: the President would have au
thority to proclaim most-favored-natlon
treatment for the gOOds of Communist na
tions with which a commercial agreement is
made under the Act. Such MFN treatment
would continue only so long as the agreement
Is in effect.

The President would have the authority
to suspend or terminate any proclamation
made pursuant to this Act. The President
should do so whenever he determInes that
the other party to the agreement Is no long
er fUlfilling Its obligations under the agree
ment, or that suspension or termination is
In the national Interest.

As part of his negotiating power with re
spect to a commercial agreement with the
Soviet Union, the President would have au
thority to terminate the existing provisions
of law excluding certain furs of SOViet
origin.

The authority of the Act would not ex
tend to Communist China, North Korea,
North Viet-Nam, Cuba or the SOViet Zone
of Germany.

The blll expressly provides that it does
not modify or amend the Export Control
Act or the Battle Act whioh together con·
trol the export of m1l1tary artIcles and strate
glc goods and technOlogy which would ad
versely affect the national security and wel
fare of the United States.

The bill does not change In any way exist
ing-laws and regulations prohibiting aid and
limiting credit to Communist countries.

All agreements will be promptly trans
mitted to both Houses of Congress.

Conclusion
In 1958 President Eisenhower made it Clear

that "the United States favors the expan
sion of peaceful trade with the Soviet Un
ion" • and spoke of the Importance 0: trade

• For text of President Eisenhower's letter
of Julv 14, 1958, to Soviet Premier Khru
shchev: see Builetin of Aug. 4, 1958, p. 200.
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as a means of strengthening the possibilities
for independent actions by the countries of
Eastern Europe.

Pre",ident Kennedy in his flIst State of
the Union Message 5 declared hls determina
tion tha t "we must never forget our hopes
for the ultimate freedom and welfare of the
peoples of Eastern Europe."

In December, 1964, President Johnson ex
Dressed our wish "to build new bridges to
Eastern Europe-bridges of ideas, educa
tion, cUlture, trade, technical cooperation
snd mutual understanding for world peace
and prosperity."· In May of this year, the
President again referred to the way in which
"the intimate engagement of peaceful trade,
over a period of time, can influence Eastern
Europenn societies to deve16p along paths
that are favorable to world peace."

The autllority asked in this legislation will
help attain these goals.

In Greece, Berlin, Korea, Cuba, and, now,
Viet-Nam we have tried to convince the
COmmlL'1ist countries that the road of ag
gression and subversion has a dead end.
This legisiation wlll help us provide the posi
tive counterpart to that lesson. It wlll give
the President a vital instrument of negotia
tion to maintain essential baiance in our re
lations with the Soviet Union and with the
Ccmmunist countries of Eastern Europe and
to respond to tlleir growing desire and op
portunity for wider contacts With the West.
It will thereby serve our own interests and
the cause of peace and stabllity.

Sincerely yours,
DEAN RUSK.

TEXT OF PROPOSED LEGISLATION
A bill to promote the foreign polley arid secu

rity of the United States by providing au
thority to negotiate commercial agree
ments with Communist countries, and for
other purposes
Be it enacted by the Senate and House

oj Representatives oj the United States 01
America in Congress assembled,

Short Title
SECTION 1. This Act may be clted as the

"East-West Trade Relations Act of 1969."
Statement of Purposes

SEC. 2. The purposes of this Act are--
(a) to use peaceful trade and related con

tacts with Communist eountries as a means
of advancing the long-range interest of the
United States in peace and freeclom;

(b) to promote constructive relations WltIl
Communist countries, to contribute to in
ternational stab1llty, and to prOVide a frame
work heipful to private United States firms
conducting business relations with Com
munist state trading agencies by instituting
regular government-to-government negotia
tions with individual Communist countries
concerning commercial and other matters of
mutual interest; and

(c) to increase peaceful trade and related
contacts between the United States and
Communist countries, and to expand mar
ket.s for products of the United States in
these countries by creating similar opportu
nities for the products of Communise coun
tries to compete in United States markets on
a nondiscriminatory basis.

Authority To Enter Into Commercial
Agreements

SEC. 3. The President may make a com
mercial agreement. with a Communist coun
try providing most-favored-nation t.reatment
to the products of that country Wllene\'er
he determines that such agreement--

(a) v:ill promote the purposes of this _""ct,
(b) is in the national interest, aUd
Ie) will result in benefits to the United

S:ates eqUivalent to those pro\'ided by the
agreement to the other party.

5 For text, see ibid., Jan. 13, 1961, p. 207.
oFor text, see ibid., Dec. 21, 1964, p. 876.

Benefits To Be Pro,'ided by Commerclal
Agreements

SEC. 4. The benefits to the United States to
be obtained in or in conjunction with a com
mercial agreement made under this Act may
be of the following kind, but need not be
restricted thereto:

(a) satisfactory arrangements for the pro
tection of Industrial righ ts and processes;

(b) satisfactory arrangements for the set
tlement of commercial diITerences and dis
putes;

(c) arrangements for estabIlshment or ex
pansion of United St.ates trade and tourist
promotion offices, for fac1l1tation of such ef
forts as the trade promotion activities of
United States commercial officers. partiCipa
tion in trade fairs and exhibits, the sending
of trade missions, and for facilitation of en
try and travel of commercial representatives
as necessary;

(d) most-favored-nation treatment With
respect to duties or other restrictions on the
imports of the prodUCts of the United States,
and other arrangements that may secure
market access and assure fair treatment for
products of the United States; or

(e) satisfactory arrangements covering
other matters affecting relations between the
United States and the country concerned,
such as the settlement of financial and prop.
erty claims and the improvement of con
SUlar relations.

Provisions To Be InclUded in Commercial
Agreements

SEC. 5. A commercial agreement made
under this Act shall-

(a) be limited to an inItial period specified
in the agreement which' shall be no more
than three years from the time the agree
ment becomes effective;

(b) be subject to suspension or termina
tion at any time upon reasonable notice;

(c) provide for conSUltations at regular
intervals for the purpose of reviewing the
operation of the agreement and relevant as
pects of relations between the United States
and the other party; and

(d) be renewable for additional periods,
each not to exceed three years.
Extension of Benefits of Most-Favored-Natlon

Treatment
SEC. 6. (a) In order to carry out a com

mercial agreement made under this Act and
notwithstanding the provisions of any other
law, the President may by proclamation ex
tend most-favored-nation treatment to the
products of the foreign country entering into
such commercial agreement: Provided, That
the appllcation of most-favored-nation
treatment shall be Ilm.ited to the period of
effectiveness of such commercial agreement.

(b) The President may at any time sus
pend or terminate any proclamation Issued
under subsection (a). The President shall
suspend or terminate such proclamation
whenever he determines that-

(1) the other party to a commercial agree
ment made under this Act is no longer ful
filllng Its obllgatlons under the agreement;
or

(2) the suspension or'termlnation of the
agreement is In the natlonai interest.

Advice From Government Agencies and
Other Sources

SEC. 7. Before making a commercial agree
ment under this Act, the President shall seek
information and ll.d.-ice with respect to such
agreement from the interested Departments
and agencies of the United States Goyern
ment, from interested private persons, and
from such other sources as he may deem
appropriate.

Transmission of Reports to Congress
SEC. 8. The President shall submit to the

Congress an annuai report on the comme!
cial agreements program instituted under
this Act. Such report shall include Informa-

tion regarding negotiations, benefits obtained
as a result of commercial agreements. the
texts of any such agreements. and other In
formation relating to the program.

Limitation on Authority
SEC. 9. The authority conferred by this

Act shall not be used to extend most-favored
nation treatment to the products of areas
dominated or controlled bv the Communist
regimes of Cl'J.na, North 'Viet-Nam, North
Korea, Cuba, or the SOViet Zone of Germany.

Relation to Other Laws
SEC. 10. (a) This Act shall not apply to any

agreement made With a country whose proct
ucts are receiving, When such agreement is
made, the benefits of trade agreement con
cessions extended in accordance with section
231 (b) of the Trade Expansion Act of 1962
(19 U.S.C. sec. 1861 (b».

(b) Nothing In this Act shall be deemed
to modify or amend the Export Control Act
of 1949 (50 U.S.C. App. sec. 2021 et seq.) or
the Mutual Defense Assistance Control J\ct
of 1951 (22 U.S.C. sec. 1611 et seq.).

(c) The President may by proclamation
terminate headnote 4 to schedUle 1, part 5,
SUbpart B of the Tariff SchedUles of the
United States (77A Stat. 32, 19 U.S.C. sec.
1202) with respect to the products of lU1Y
country to which it is appllcable upon the
entry into force of a commercial agreement
made under this Act With such country.

(d) Any commercial agreement made
under this Act shall be deemed a trade agree
ment for the purposes of title III of the
Trade Expansion Act of 1962 (19 U.S.C. sec.
1901 et seq.).

(e) The portion of general headnote 3 (e)
to the Tariff SchedUles of the United states
that precedes the list of countries and areas
(77A stat. 11; 70 stat. 1022) is amended to
read as follows:

.. (e) Products oj Communist Countries.
NotWithstanding any of the foregoing provi
sions of this headnote, the rates of duty
shown in column numbered 2 shall apply to
products, Whether imported directly or in
directly, of the countries and areas that
have been specified in sectlon 401 of the
Tariff Classification Act of 1962, in sections
231 and 257(e) (2) of the Trade Expansion
Act of 1962, or in actions taken by the Presi
dent thereunder and as to which there is not
in effect a proclamation under section 6(a)
of the East-West Trade Relations Act of 1966,
These countries and areas are:"

SlJlI1MARY OF PROPOSED EAST-WEST TRADE
RELATIONS ACT OF 1966

(NOTE.-Following are a summary and
anaiysis of the principal features of the pro
posed East-West Trade Relations Act of 1966,
Which has been prepared in the Department
to provide information on the main effects
tIle legislation would have.)

Summary
Tbe proposed East-V,'est Trade Relations

Act would give the President autllority to use
trade with Eastern European countries and
the Soviet Union as a fier.ible tool in the con
duct of relations With these countries. As a
companion to existing provisions of law
which use the negative l)owe~ of trade de
nial-the Export C'mltrol :A.ct, the Battle Act.
and restrictive provisions of other laws-the
East·West Trade Relations Act would equip
the President to use the positi"e aspects of
trade to serve our national objectives.

TIle major substanti,'e proviElon would be
authoritv to el>.'teud most-f:tvored-nation
(MF'N) ta!"ill t~eatment to certain individual
Communist countries when' this is deter
Illined to be in the national inte~est. The au
thority could be exercised only in a com·
mercial agreement wl:h a pa~ticular country
in Which such MFN treatment would be
granted in return for equ\1'alent benefits to
the United states. MFN treatment for the
products of any count·ry would stay in effect
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only as long as the commercial agreement
With that country would be in effect.

The purpose of these commercial agree
ments wou:d be both to facilitate individual
business transactions and to afford the UnIt
ed States G0vernment an opportunity to deal
with individual Communist countries on a
var1etv of Inatr,ers in the context of periodic
trade'negotiations. Agreements made pur
suant to the act would set tile framework
for trade, but the trade itself-both exports
and inlports-would depe'ld on decisions of
indl,'id,1<11 fim.1s.

A.nal;/sis 0/ principal fectures
Staten1ent of Purposes

The stated purposes of the proposed act
are to use trade with Communist countries
as a means of advancing the national inter
ests of the United States, to prOVide a frame
work for U.S. !i:'InS to conduct business with
Com..-nunist state trading agencies, and to
expand markets for U.S. products In those
countries by giving their products an oppor
tunity to compete in U.S. markets on a non
discriminatory basis.

MFN TracIe Treatment
The act would give the President authority

to use most-favored-nation treatment as a
bargaining Instrument In negotiating com
mercial agreements with individual Commu
nist countries. The authority to conclude
agreements could be exercised only upon a
determination by the President that an
agreement with a particular country would
promote the purposes of the act, would be in
the national interest, and would result in
benefits to the United St::;.tes equivalent to
those prOVided by the agreement to the other
country, The act would not permit negotia
tion of individual tarHfs. It would not permit
negotiating or granting of tariff rates lower
than those agreed on an MFN basis- and set
out in column 1 of the Tariff Schedules.

Exchange of Benefits
Commercial agreements under the act

would be made only on the basis of exchange
of benefits. The proposed act sets forth by
way of illustration a number of benefits that
might be obtained by the United states In
exchange for mest-favored-nation trade
treatment. Among the possible benefits are
arrangements. for protection of industrial
property, settlement of commercial disputes,
promotion of trade and tourism, trade fairs,
trade missions, entry and travel of com
mercial renresentatives, most-favored-natlon
treatment·for United States products, other
arrangements tel secure maTket access and
assure fair treatment fer United States
products, Improvement of consular relations,
and settlement of claims. Agreements au
thorized by the act would provide for regular
consultations. Such periodic review and
confrontation procedures could cover not
only commercial matters but also relevant
aspects of overall relations between the
United States and the other country.

Safeguards
The act would provide that before the

President would enter Into any agreement
under the act, he should seek information
With respect to it from all of the United
States Government agencies concerned, In
terested private persons, and other appropri
ate sources, Since the act would not author
ize negotiation on Individual tariffs and
would not authorize reductions in tariffs be
low the prevailing most-favored-natlon rates,
there is no special provision for prenegotia
tlon procedures. However, the procedures for
adjustment assistance and escape-clause re
llef set forth 1n the Trade Expansion Act
would be applicable in the case of articles
imported in increased quantities as a result
of most-favored-nation tariff treatment ex
tended to a country in accordance With an
agreement pursuant to the a,~t. Antidumping
laws and all other laws for the protection of
United States industry, agriculture, and

labor would remain in full effect. In addition,
problems of interest to American business
men could be dealt With under the consulta
tion procedures or in the periOdic negotia
tions to be provided for in agreements under
the act.

Any initial agreement would be limited to
3 years and could be renewed for periods not
to exceed 3 years each. Any agreement couid
be suspended .or terminated at any time on
reasonable notice. MFN would apply only
while an agreement was In effect. The Presi
dent would be directed to suspend or termi
nate MFN whenever he determined that the
other party wfls no longer fulfilling Its obli
gations under the agreement or that the
suspension or termination was In the na
tional interest.

Countries Covered by the Act
The act would· apply with regard to Com

munist countries except CUba, Communist
China, North Korea, and North Vlet-Nam,
and the So"iet Zone of Germany. Existing
law and regulations will assure that no bene
fits of the act will be made available to these
countries.

Poland and Yugoslavia now receive most
favored-nation treatment under section 231
(b) of the Trade Expansion Act, and they
could continue to do so.

Relation to Other Laws
The act would provide that the President

could terminate the prohibition on the Im
port of furs from the Soviet Union if an
agreement with that country Is concluded
pursuant to the act.

The act would not disturb the Battle Act,
the Export Control Act, or regulations there
under. ThUS, controls on strategic exports
would remain in effect, and there would be
a continued prohibition on aid to any of the
Communist cou:ltrles concerned.

S. 2284-INTRODUCTION OF THE
FEDERAL COAL M:INE HEALTH
AND SAFETY ACT OF 1969

Mr. WILLIAMS of New Jersey. Mr.
President, the Subcommittee on Labor
has now conclUded 9 days of hearings on
coal mine health and safety legislation.
Seven bills have already been intro,.
duced. In addition to myself, the ranking
majority and minority members of the
subcommittee, Senators RANDOLPH and
JAVITS have introduced bills. As chair
man of the subcommittee I wish to thank
them for bringing the views reflected in
the various bills to the subcommittee's
attention. I also wish to thank the hard
working members of the subcommittee.
They have attended the hearings and
through their perceptive questions
helped to develop the useful record
documenting the health and safety haz
ards facing the Nation's coal miners,

I have now carefully studied the testi
mony before the subcommittee and the
extensive record of hearings. I have re
ft.ected on aU we have learned from the
subcommittee's field trips to coal mines.
I have also reviewed the seven bills now
pending before the SUbcommittee. Each
of these bills contain pl'Dvisions which
are sound. However, there are also, in my
judgment, deflciencies in each of the
bills, including the two bills, S. 1094, and
S. 1178, which:;: have previously Intra~

duced.
As chairman, I was prepared to lay

before the subcommittee for its execu
tive consideration, a committee .print
embodying those provisions which, in my
judgment, would provide the greatest
possible protection to the coal miners'

health and safety, However, because of
the interest and concern in this im
portant public question, and because of
my desire to be able to obtain the views
of all those concerned, including the
indusu·y. the coal miners and the rele
vant Government agencies, I have pre
pared and now introduce a bill which, I
believe, embodies those provisions offer
ing the greatest protection to our men
in the coal mines. The bill, which reeo;;
nizes and protects the basic rights of the
miners and reflects the judgm~l1t that
health and safety are primary considera
ti011S, will be submitted to the i:1dustry,
the United Mine Workers of America, the
De;:1artr.1ent of the Interior, the Surgeon
G0nera1 and other interested parties for
theil' suggestions for improvement and
strengthening provisions.

This bill reflects 10 maj0r points, most
of \';hich are b3.sed on the various bills
already introduced, or on matters
brought to light during the hearing. In
brief, my bill, which I shall submit to the
sJbcomInittee as the legislative vehicle
for subcommittee consideration. will do
the following: .

First. Three milligram per cubic meter
coal dust level: My proposal provides,
effective 6 months after enactment, for
an interim mandatory coal dust level of
no gTeater than 3.0 milligrams of coal
dust per cubic meter of air. This bill will
also require the Surgeon General to
promulgate, in as timely a manner as
possible, lower standards to offer even
greater protection against pneumoconi
osis to our miners, and ultimately, com
plete prevention of this dreadful disease.
The bill reflects the testimony of the
Nation's highest medical officer, U.S.
Surgeon qeneral, William H. Stewart.
According to Dr. stewart's testimony be
fore the subcommittee, not only is a 3.0
level attainable, not only is it preferable
from a medical standpoint because the
health of the coal miner is better pro
tected, blit "idealiy'! he would "recom
mend no dust."

Second. Health standards set by Sur
geon General: The bill assigns responsi
bility to the U.S. Surgeon General fer,
first, establishing lower dust levels, sec
ond, approving the type of respirator de
vice and its use, and third, conducting
annual medical examinations. The
United Mine Workers of America, as well
as every doctor and medical group, small
coal mine operator, and ruak and file
miner v;ho directed attention to this
question for the record, agrees that such
health matters should be assigned to the
Surgeon General for final decision,
rather than to the Secretary of Interior.
The Secretary of Interior wili be respon
sible for enforcing the standards set by
the Surgeon General and for approving
the devices for measuring the dust level.

Third. Gassy mines: The bill will end
the unwarranted distinction, in current
law, between so-called gassy and non
gassy mines. In recognition of the De
partment of Interior's persuasive posi
tion that all coal mines are potentially
gassy, this bill would require all mines to
use equipment which is constructed ,md
maintained in a permissible manner.

My proposal will have the effect of
closing two major loopholes in the cur
rent law. First, under the current la'.v,
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