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Calendar No. 329
9irr CoyoBjeas J SENATE f RKV.RT 

/*5**ncm f 1 No. 91-336

EXPORT EXPANSION AND REGULATION ACT

JCLT 24, 19»9 —Ordered to be printed

( Mr. MmiciK, from the Committee on Banking attd Currency, 
aubrnitted the following

BEPORT

together with supplemental and individual rwew* 

{To accompany 8. 269" 1

The Committee on Uankinr "~ A Ourrency, having eooaidered the 
aame. report* favorably a   'ee bill (S. ) to provide 
continuation of authority for thr regulation and expatttton of exjmrti, 
and for other purposes, and recouunendii that the Hi do pa***.

/ Previous Legislation
The proposed legislation would replace the Export Control Act of 

1949 The Export Control Act of 1949 (Public Lair II, gist Cong., 
63 Stat 7, 50 app. U.S.C. 2021), approved February 2*1, 1>49, codified

( and reen acted the previous law* which had enabled the executive 
branch U» regulate exports, beginning with section 6 of the act of 
July 2, 1940 (54 Stat 714). The original Eximrl Control Act of 1949 
ran* to June 30, 1951. It was extended to June 30, !963. by Public 
I*aw 33, 82d Congrens (65 Slat 4-i . to June 30, 1956 br Public Law 
62, K3d Congrea* (67 Stat. 62j. to June 30, 195H, bv Public l^aw 631, 
H4th Congress (70 Stat. 407), to June 30, I960, bv Pubiie Law 85 466 
(72 Stat. 220), to June 30, l%2 bv Public l^iw **~464 (74 Stat. 
130), U> June 30, 1905 by Public Law 87-515. 87tk Congreaa (76 
Stat. 127j, and to June 30," 1969 by Public Law K9-fi4T Sfth Congrea.

Background
At the end of World War II, th* t'niied States wa» tbe only major

manufacturing nation in the wurid whose industry and technology
f escaped the decimation occasioned by the war. Virtually all of the
{ industnal and economic capabilities of the European nationn were far
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This i* possible berause no other frt# world nation impo*es upon 
itself the restrictions which the United States does Virtually all free 
%iorld countries, including the United States, participate in multi- 
nation arrangement!* »hich restrict or prohibit the flow of military 
item* to Communist nations However the United States i* the only 
Nation which unilaterally controls the export of approximately 1,300 
categories of nonmilifary good*. This, i* done under the authority of 
tli* Export ( 'ontrol Art Ot these, catep--r»*«. it has been estimated that 
approximately 1.100 arc freely a v nil >r a other free world sources. 
Accordingly, the Ruafiians may bu) i:— fron; our allies what we 
refuse to aell.

One of the greatest frustrations t<> \ au hu*inf*a is it* extreme 
competitive disadvantage caused by a-.r .jtulateral trade restriction* 
ini|»>-ed l\v the Unite*! State* In order for it to *ell a product included 
in the 1,100 categories to Russia or Ea*t«"rn Europe, it must seek 
and obtain an export license. No other frt* world government imposes 
Mich a restriction on it* businesses

Therefore, the Russians now have two source* of goods available 
to them thnt they did not have 20 yean ago They can mar mf mi tire
the goods th(Mn^>lve>,. or they can purchase them from the aiher. of 
the United State*..

Tb* R«Utioniihip H*t»»**n the I mtrd Stat«» and Kunma u C'hinfinf

As mentic'tiet! previously, tensi-u. \> , oxtreiiu1 lietween tlu- t 
States and Ku.sia 20 year* ago A • other nations of Eastern 
Euroj>e entered the Hi»here of Ku^niiui influence, tension between those 
(•outlines and the I nited Mutes \va> *l*t' increased. However, for 
yeM> nou , th<» Unite*! Stnti** has tuiught to retiu«'e tension* between 
Ea*teni Europe and Ku*Ma and thin country, and to increase mutual 
understanding utul the ability to work loftUMT low ard goals of rnuluul 
benefit.

The attitude apparent in the language of the Export Control Act 
is OM«» of open hostility which is an vurate reflection of the nre- 
vttihng attitude 20 years ago. The cotnuuuee believes that it will be 
hetnful in the attempt to reach greater understanding with Russia 
ana the nations of Eastern Europe if the legislation which deali with 
the regulation of exports accurately rederu current at lit tide* rather 
than ones which prevailed 20 years ago.

Draatk Change in I .S. Balance of Pa>atrau Daring the l^*t 20 Yaara

Twenty yearn agt>, the economy of iLa United State* occupied a 
unique poxition. There was a treinendou» demand for the goodx and 
aer\tce« produced by the United States Accordingly, there was u 
cotutant inflow of gold and u very strong balitnce-of-puymeut* sur-

Rltw. That situation has changed draiuatw ally over the years. For the 
i*t several years, the United States ha» experienced a deficit in its 

balance of payments. Fur a period of tune, that deficit was, prevented 
from being larger because of a favorable balance of trade However, 
in recent years the trade balance surp; „- of the United Stales has 
decreased tiharply, tlierehy ofT»etting *.>:'..? A the steps being taken 
by the United States U> improve the vvtrali balance-of-payment!« 
situation. The committee believer it to bemaiidatory, that the United



8l*i4M take stem to increase its trade balance surplus, as well as to /• 
improve the other factors in the balance-of~ payment* consideration. 
Under this circumstance, the United States can no longer afford to ** 
ignore an exist ing and growing market for it** goods and services 
unless some other real and ovemdbng national objective would be 
served. In the hearing* on East-W,*»t trade held las' year by the 
Subcommittee on International Finance, George W. ball, former 
Under Secretary of State and permanent representative to the United 
Nation*, stated:

It seems to me that the time t* long pa§t, when we could 
afford to refuse our farmers, our industrialists and our labor 
the benefit* of profitable trad* m nonstrategic items with the 
Soviet Union and EaHtern Europ*. since it in perfectly cl«ar 
that that refusal ha* had no significant effect on the econ­ 
omies of the Communist natiooa. We must, in our own 
interest, stop limiting our trad* merely for the momentary 
moral glow we may derive from an act of self-denial If we 
are to enjoy economic good heal'h and bring our balance of ) 
payments Into equilibrium, «•«• «hall need all the foreign 
exchange we can decently earn and I think we should stop 
giving away business to our competitors.

Thus, the committee believes that the material changes in the 
financial situation of the United States are an important factor in 
the consideration of this legislation

Tradr With Ewt«rn Europe Will Inrr*a»r Materially if R*i.triction» Are Krl«t««d

Some argue that relaxed restrv :;--ns on trade with Ktmsia and 
Eastern Europe will not result in ar. appret-table increas* in tin- total 
volume of trade between the natx>.> «f Eastern Europe and the free 
world, because of the scarcity of Li.- i currency in Eastern Europe. 
Without arguing that point, the o mm it tee notes that the United 
State-, ha* approximately 18 permit «f total free world export*, but 

•ibout 2 percent of the total fr*« world exports to Russia and 
i-,.1-1 mi Europe. The committee be&eves that ii Amencan business 
were freed of unnecessarily restrictive trade policies, that are im|>oi»ed 
on no other free world business, it would be able to capture a sub­ 
stantially greater portion of the euuing market than it now ha.- 
This woulil greatly contribute U> th* betterment of the United States 
economic health. The committee wishes to point out that, even with 
existing restrictions, over the past federal years, the United Stales 
has hud a trade surplus with Russia and the nations of Eastern Europe 
Thfe committee believes that the** surpluses can be increased if 
American business is placed on a more equal competitive basis with 
the businesses of our allies. Thin can be accomplished by relaxing the 
unilateral trade restrictions now exercised under the Export Control 
Act.

Legislation Should Reflect Current Situation
The committee believes that vir: .ally even* major fat tor giving 

rising to the enactment of the Exj-.r*. Control Act has undergone a 
material change in the past 20 yt*r> Under this circumstance, the 
committee believes, that it would be unwise to extend, without
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amendment, the existing law. The committee believe* that the left*- 
IttJon passed by thin Congress should reflect the circumstance* as 
they now exist, rather than circuimtanees a* they used to be The 
committee believe* that the bill reported by it achieves this objeruve.

t'nder the Bill the President Would Retain Alt Necessary
Authority

The bill would allow the President to retain the authority to protect 
anu curtail exports At the same U;ne, it would encourage him l» 
exercise that overall authority in tivich a fashion an to incr<$4«* Ker<t- 
We«* trade It focuset* on some of th* changed circumstance* mim ruined 
earlier and encourages administration of the art in such a fidniop 
as to recognize such change* and react to Uaem.

Policy to Restrict (ioods of Military Potential Stated
for First Time

The committee wishes to call particular attention to one other aapect 
of the hill. The bill declares the policy of the Congress to be to nttrxt 
the ex|>ort of gomU and technology which *<>uid make a signifie&.it 
contribution to the military potential of a nation or nation* which 
would be detrimental to the national aecunty The present law con- 
tan u* no Hvich expre^H Htatement of policy Thu», the commiltM would 
underline iu determination that the genuine national security interest* 
of the l'nit«<i States continue to IM» pr-»t*Kted, while at the aumrr 
Ume pursuing a more rational trH.ie polxv in the light of praMBt 
circumstanc«s.

Cargo Preference Restnctions

The committee cotisidered including in the bill a provision vfckh 
would prohibit the Depnrtment of Commerce from impomin^ d»- 
cruuinHtory nhijiping requircmenU a.s a conditioti to ohtMtnffl^ a 
license to export wheat and feed grains to Kuaua and several nations 
of Eastern hurope. ThU reittriction annte from a presidential decmoo 
in 1963 which authorized the sale of a large amount of whe*f to 
Ru»«itt The committee did not addreaa iuea to the advUabujty or 
legality of vartouH decisions which dealt with the transportation of 
the wheat Hold at that time

The committee is concerned, however, by th« continued use of Uno«e 
decision* an authority to impose, special cargo requirernenU on tk* 
exiK)rt of wheat and feed grains

The (omrnerce Department has since 1963 administered the Ex- 
port Control Act in such a fashion as U> require that HI least 30 
percent of all wheat and feed grains Hold to Ru**m, and of all vfcMfc 
sold to Bulgaria, Czechoslovakia, Hungary, and East Germany be 
shipped on American-flag vessels. Testimony before the Foreign R*> 
laUon>» Committee in I9t>5 and tliLs committee on July 10, 1M8, 
indicated that the restriction is imposed on all such sales whether or 
not they are Government hpoimored or purely private commercial 
afcle*. The testimony of the State Departmeiu m these hearings iodih- 
cateu thut the imposition of such restriction on commercial »«les w



violative of more than 30 coicmercial treat ie* which the 
States now ha* with oilier nations of the world

Aside from the quest; « of the legality of the restriction 
these treaties, the cotmn^tee i* al*o of the opinion that there i- r 
doubt as to the legality ,-f the restriction under the provisions <• 
Export Control Art. That *rt contain* a provision which pro! 
the exercise of the authors v of the acton surplus agricultural con ^o- Ml 
dines except to the exs* ' <ve«sary to further the foreign p »i**y "• 
and national security o* ••- of the United States. It if q*<**- 
tionable whether or not u»* cargo preference restriction f" 
either of these objective*, Even if *uch objectives could ronrei i 
be furthered, the commit!** haii heard no one explain, and realh • \-. 
conceive of no rational explanation, <«rhy *ueh objectives wouk »» 
furthered bv the impouUon of this restriction only on apiruh -u 
product*. The committee notet that nurh H restriction has not '".», 
pint ed on the shipment ol aojr other product.

Without further regard U> the legality under the Kxp«»rt < ' 
Act, the committee winlu** \« make it rlenr that it i* not intend^: 
the Export Expansion ai*d Refruiation Art be interpreted h> 
executive depart merit in nu^h a manner as to continue t<» allow 
a restriction

The committee H!HO cr»n*4<iered the substantive effect of the n 
tion It found that, a* lx.\: the Department^ of State and ('on 
testifietl. the ^e^tri(•ti<»n ha* had the cited of presenting virtun 
commercial sales of wheat and feed grains t<» the named countr»H 
because of in<Tt*nsed tr&a^portAii"ii cnHts The r**strirtioo ha* int 
helj>«»«] an> Hegment of ibt Ameri' an eroriouiy Hni<-<> there have t»«m 
virtually no sales

It ha> been asserted i'..*' tnere JN not H substantial drnmnd • r 
whviti and feed gram* u> K ;-MO and the Ea>t KuropeKii count,rj«M 
affex'ted by the restriction Dunng fincal vear?» lOtt.^ through 196s \.\* 
Urutefl States .shipped jtist UDder 2 ' > million bushels of wheat to 1 1- • -• 
countries. During the MMM period of time, C'auadu HlupjKHl '-' 
million bushels; Australia shipped 53 million bu»heU; Argeir. < 
shipped HO million husheK MK! Fram-e ship]»ed H)2 million buiheU

VV heat .shipments to Poland and Yugoslavia are iu»t affected by tl# 
shipping restriction. Durinr fi^al years 1965 through 19GH, the l"nr«i 
StaUM shippcii a total of ) •> niilUon bushels of uheat to P<ilutidd au:
Yugoslavia, compared \MU, i*-»s than 2' -j million bushels shipped ' 
the countries affected by tbe restriction. This comparison persuao*- 
the committee that there )*> a substantial market for U.S wheat uui 
feed grains. The committee believes that the restriction must r«? 
removed »(• that the postubihtv of sales for these product* may t* 
pursued.

The committee considered planing a specific prohibition againM :• <• 
restriction in the Export Ei pan-ion and Kegulation Act. However 
declined to do M» because ib* onpn of tiie restriction is not in A <•":- 
gressioMttl art but in a de/ma^n mjule bv the executive branch, atx*. 
therefore, can be removed by the executive branch.

The committee does, how ever, expect the Department of Cowmen* 
to take immediate steps a> nr* necessary to remove the rwjuiremetn 
that 50 percent of all commerri*! wheat and feet! grani sales to Easten 
Euro{>eari countries and Kuw>xa be shipped in American-Hag ve>*s*k



c This, naturally, «B not affect other act* of Congress which ii 
cargo preference requirement* in regard !<* largely govern menial tram- 
actions or flhipmet ** It is conceivable that additional sale* of w heat or 
feed grains will be - *de which can be considered U» be governmental in 
nature. Whether k particular shipment is to be regarded at govern* 
mental, thereby aJ'xiwing cargo preference requiremen' ' -me 
circumstance*, or oonimerrial, thereby precluding the . . M i»f 
cargo f»reference requirements. will depend on the circumstances of 
ea< h individual CM*. Among the factors which must be considered in 
making thi* detaraonation are whether the commodity i» sold under 
an export nuhaidy whether the purchaser is a foreign government, 
whether the U.S. Government negotiated the transact!. «a/e of 
the transaction, ai*4 any other factors The committee u intend 
that the named fi*:»>rs t»e considered conclusive one way <»r another. 
Th*v are merely IIP*. of factor* which can be considered.

The committee ... lie observing closely the action of the Depart­ 
ment of Coimnerc* tn this matter. If action satisfactory to the com­ 
mittee is not taker, n this matter within 2 month* after e::«t« tnient of 
this* ad, the comni-v.ee will immediately schedule additional hearings 
on the Hubject anc ,n specific legislation to accomplish the intention 
of the committee

Dif»r«Mion of Individual f'rovision.f 
Findings

S^.-tion 2 of lilt 'x*i contain* the finding* made b\ ( -^«. Suh- 
section (1) points «<~'- that the availability of certain mut- .; home 
and abroad varie- •. 'hat the quantity and composition of t .'..> exjKirtn 
inuy affect the \M«!:*re of the domestic economy and mav have an 
important bearing .JXHI the fulfillment of the foreign poh'« y of the 
I'nited State*. Thu*. the Congress would continue to rerotrriize that 
the domestic, ex-oriumv may be affected if items which ar<* in short 
supply in the I'niuw *»tate>» are e.\porle«l in such quantities that the 
demand* for *uch jmxiuct in the l-nited States are unable to be met. 
The swine consid<" may apply in areas of foreign pi-li ' ->ich an 
item in tmfficieni - t . y i?« not available to one of our n\^~

SubsecUon (2) (cc tains a finding that the unrestricted export of 
ntaterialH without tward to whether they tnnke tt >\i" '' '\i con­ 
tribution to the uuntAry potential of any nation or > ;>•» may 
adversely affwl the xuktional security. The ExjMirt Control Art contains 
a Mimilur finding tat also contains a finding thitt the economic 
aigmiicaiice of an esf*»rte«l material muy ad\er*«'ly affect o ;r national 
sex-urity.

The commit tec ,-., that there is no ja»tih« ution for • <tt:Umung 
to find Uiat the ricted exjx»rt of materials without regard to 
their potential e< • -iiguifn ance may adversely affect the national 
security. As notcni after World War II, the attitude and actions 
of the tioviet Uni -ented a real threat to the national security of 
the United State , the Soviet economy was undergoing a real 
struggle to providv . -r !>we->t neces>.itie?< be/:aut»e of the rav*ce> if the
war. Consequent!} 4 ; mas deemed prudent by the I'nited States to

( deny its export of «**eritiul materials to the Soviet Union thereby 
slowing down the rwi#velopmeut of the Soviet Union, with particular 
emphasis on its wamaking capabilities.
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Basic factors have changed PT« the past 20 years which materially 

affect the derision of the committee to remove reference to goods of 
economic significance in connect*?n with the national security.

When thf> Export Control Art WM passed, the Soviet economy was 
in the process of rebuilding Denial of access to needed materials 
conceivably flowed that rebaAding process. Now. however, the 
Soviet economy has become one o^ tb« most self-sufficient economies 
on earth It has ajrrons nauoodl product of approximately one-half 
that of the United States. Only about IS percent of this gross national 
product is accounted for by imports. Thus, the Soviets have com­ 
pleted their rebuilding nroow md in so doing, have become more 
aelf-reliant than ever. Some fj»a»* suggested that it would behoove 
the United State* to increase iv* trade with the Soviet Union, thereby 
decreasing the seJf-reliance of <»* Russians. For example, George W. 
Ball testified Inst year as follt w -

* • * the Soviet Union «*med to buy some wide-diamoter 
pipe from Western Kuroj* for use in the pipeline that it was 
building into (ierniM>y Aitd the United States made a very 
great point of the fact*that x&e Soviet* should be denied that 
pipe, and we exercised » great persuasion on our Western 
Allies. As a consequence, U* Soviets were denied that wide- 
diameter pipe, with the re*uh that they built a pipe mill to 
produce v !. riiamotor pij* Thus. because of our inter- 
feremo. tl •.• ; '.«•'! toward » greater autarky and a greater 
independence of the West

Without dwelling further on Ua* particular argument the commit toe 
believes that the evidence b rk»r thnt the Soviet Union now ha* 11 
strong, viable economy uhich H . ajjnl»U- of Mupplying iUt own needs. 
Thvis, u> denv goods of economK «tgnifi»'an«-e to the Soviet Union will 
n«it prevent fhem from obtMinitijr those goods, either by manufacturing 
the good* theinnelve*, or by b-,;^:-.^ them elsewhere.

Tliui leads to another ixuii! At the end of World War II, tin- 
United SinUs* was virtually tbe only source of sophistimtiMl goo4l> 
Mini technology The United >:*'«** Is no longer the only source of 
ttupplv for HophUticated prodmu Tbus, if the United States refuse^ 
to sell tin item to the Soviet Irjon, one or more of our allies mul 
com petit on- will ^Imlly take tbt b'i>uioi*h.

For u number of yean* aft*r World War II, the United Static 
enjoyed an extremely favorubir baluncc-of-pHymeiits position For 
the last Heveral year*, howe\ej thi«. nonition has been in ileiiiit All 
indications are that there i> v substantial improvement in this 
position. Acrurdinglv, it is n«'<:«»*8«rv for the United States to H«lopi 
new policies uttd attitudes in iu O(?»Fings wul> other countries in order 
to MSMIH- the continued health t:*l well-being of the national economy. 
One areit in which we can sub*t,*.r,ijiillv improve our position is to <1o 
what we can to increase export* TKu» Jliould be considered in the. lijrbt 
of the fact that our European till*?* are also our (onipt-titors in the 
inurkotplaces of Eastern Europe and tlmt the Soviet Union is nou 
<-upable of pnxiucing what it rrfwis Thus, by denying ourselves u 
market, we nurt our balance-of-^ytiientH potential, we give business 
to our com|>eiiio!>» that we ne«»i ourselva-^, aiul we deny the S<»viet> 
nothing, since thev can eiiher pr xiuce an item themselves or buy it 
from our allies. Cnder these larrumstances, the committee believes
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that to continue a policy of restricting the export of goods which have 
potential economic significance is unrealistic and only serve* t* harm 
th* U ruled States.

Subsection (3) is a new finding that the unwarranted restriction of 
export* from the United .States ha* a serious advert* effect «n the 
stability of our currency abroad and. therefore, on our Ailing tic 
economy. A* noted above, the United States is currently expawnring 
difficult balance-of-psymenu problems In the pant few fittr». our 
trade balam e haft be*n keeping our halance-of-payinent* defkws from 
bftofr even greater th*& it ta. Unfortunately, n<>w even Ua* fa*»>rable 
trade balance in depressing. Under thin circumstance, the cetera t tee 
bebevea that it ia dewrabie Uiat this Nation do everything .: -an to 
increase it* export* The committee believew that any reetn'i<>n of n 
exports is unwarranted if it does not serve some positive f_-., tton. 
For example, to restrict the export of nontmlitary g<n>d«. t. L**tern 
Kuropf where similar gfods of comparable quality and in < «>u. 
quantity can be obtained from other source* U unwarranted

Subsection (4) contains the finding that the uncertainty of 
ir-- * : 'licy in regard u« certain exports has caused Amenca k 
t- uJ its efforts toward exporting those item*, to the d*- of 
our trade balance. The committee beJteve* that American t> 
should be encouraged a» much as poHsible to increune its exr. «-, of 
gtvxl* which do not affect the nationtd security. The nations* of £.**'ern 
E :r««j>e and the Soviet Union ar* currently trnding with our 
Aii*e» t<* a much greater dejrree flian they are with the United *', 
This is true becuu*e of the unilateral restrictive trade (>«4u'ie» -,{ the 
United States. American business in hesjttint to attempt to m'veitHe. 
it* fxport« to those nations »o long U.H the attitude HIM! ' ' 'he 
United States remiuri**, in effect restrictive »tu| di^ r ah 
export*. Conversely, the conuiuttee believe** that if the U.S. Gt?em- 
nient U»ok a more posiriv? attitude toward export* of p«- ••' •!-. 
Aiuencan buHines« would increase its effort* to generate .._ : , -..•,>_->, 
thereby increasing our exports and helping our trade balance.

DccUrations of Policy

Subaection (1) of se< • ': stnu-> tlmt it is ihr polii y of • -ry 
to encourage the expu 1 trade with all countries u we 
have diplomatic or traamg relations except where the }' -...ill 
determine otherwise. A similar provision is not contajucu IL the 
Elxport Control Act.

Subsection (1) alao contains the statement that it is the polar? of 
the United States to re^tn- f the export of goods and ted nturh 
would Ui*ke a significant c<mtribution to tht» miliury p»».•....,.. t *ny 
a&Uon vhicii would prove detrimental to the national necuhty d the 
United State*. The Kxport Control Act contains no such prnvjmoti. 
The conuuitteti believe* that such a policy statement Hhoaid W in­ 
cluded in thiH legislation to underscore the determination of 'his 
country to protect it*, national (security from military threat. A*, the 
same time, it should be reiterated that the committee believe* -.hat 
engAgmg in trade in materials which have no military signi£< ax*t* is 
not inconsistent with protecting the national security. In&tead. it is 
merely rational self-interest

Subaecuon (2) contains a policy declaration which is Himiiar u one 
contained iu the Export Control Act. It reiterates that the re§rui*aon
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of export* thai! b« tis*d to protect the domestic economy from exces­ 
sive drain of materials, to reduce the inflationary impact of abnormal 
foreign demands to further the foreign uolicy and fulfill the inter­ 
national resonsibilities of the United States, and to exerciresponsibilities of the United tates, and to exercise the 
necessary vigilance over export* from the standpoint of their signi­ 
ficance to our national Mcurity.

A«* has already been «tated. H is the intention of the committee that 
the expansion nf exj»ort- be encouraged to the maximum extent con­ 
sistent with the national interest However, this Mrtkui and »ub 
sequent sections make it lear that w here there i>- a serious and genuine 
short simply of some domestic material canned by unusually high 
foreign demand which re-nil ts in a substantial inflationary impart on 
the affected industry, controls on the exportation of the** items should 
be used By the name token when there is some genuine and sub­ 
stantial foreign policy consideration or national secunty consideration 
which can beat be «er»-?d by the imposition of c<«- •• <»n exports. 
then the art woiH authorize such controls.

Subsection (3) r on t air A the provision that export control** should be 
applied uniformly to a'! nations with which we trade evept where the 
national security Mid foreign policy or the need to pr ie< i the domestic 
economy from excessive drain of scarce material* reauires that an 
exception be made. The commit teo believes that it vt ,id be advanta­ 
geous to thi* country in its dealings with foreign nation* and to in­ 
dividual businessmen from the standpoint of simplicity in regulations, 
if all exports were regulated in the >ame manner without regard to 
their destinations The committee recogni/.es that under present cir- 
cu.nstAiice* this i% iwp«»**!ble. nor will such « trade posture be possible 
in the necr future JKowevtr, it feels that a* our relau >m with various 
nations continue '» improve, the Government of tlu* country ahould 
attempt to facilitate the free flow of goods and servic e» from this coun­ 
try to other nations.

Subsection <4 declares it to l»e the policy of this c-.'intry to formu­ 
late, reformulate, and apply controls in cooperation with all nation* 
with which we have defense treaty commitment* and u> formulate a 
uniform commercial and trading policy to be observed by all such 
nations.

Subsection (5) provide* that the policy of this t»untry i» to u?*e 
its economic resource* and trade potential to further the sound grow th 
and the MM bill ty of its economy us \\ell us to fur",er it» iiHtionul 
iMMMirity mid foreign policy objectives. A similar j»ro\ i-i«.n is continued 
in the Exporl Control A«t in regard to national s»c ~' md foreign 
policy. The coininittee iM'iievt^. that the economit r« - «n«l trade 
potential of this country can and do serve to further the growth mid 
stability of the economy, and that the |M»Hcy of th? I'mted States 
to continue to us* these resumes und potentiul for wl-. an objective 
should l>e expre^ly stated

Subsection «'6- provide> that it i> tht- p<ilicy of ' ' ned State* 
to optmse re»tni live trade practices <»r Ixwcotts countries 
friendly to the t'nited State* and to encourage und rM^ue>t domestic 
coucerns to refuse t«» take any action which would ?• ti trade 
practice or bovcoil. Such a proxision is now coutai: • Kxjport 
Control Act. During the hearings held on thi> matter, the committee 
waived tedtirnouy from the Department of Commerce and the De- 
jjajtment of State" on how this jK>licy und the implementing
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are being administered The committee believe* that there in ample 
ju*ttn< fttion for reiterating she policy of this country on thin matter 
«nd for retaining the authority to implement the policy.

Authority

Section 4(a)(l) direct*) the Secretary of (Cinaaerre to imtitut* - << h 
organisational and procedural change* in any office or divtMtun whi« h 
ha* heretofore exem*ed function* relating t<> the control of export^ &> 
he determine?* arc necessary t<. facilitate and effectuate the policy *et 
forth in the act concerned with promoting the expansion of trade The 
subjection provides that special empha^i* shall be placed on promoting 
trade with tho*e conn trie* ».th «\hich our alhe» are trading to H *\$- 
nificnnt degree more than the I'nited States and on promoting trade 
with other countrte* • :'ur trade with llie I'tuted Stale* but not 
now •iifrnificantly engi^^i <• «uch trade. The committee intend- that 
tin- function shall serve to promote trade with the nation- .,f Eastern 
Knr j « and the Smiet t'ni< r. in all good* except I«OM» which would 
i • iitnt*uie u> the military potential of such nation to the detrim'" ' ' 

lour natuinal Hccunty The <i>rninittee believe- that m the <i< 
between Un«. country and the nations of Eaateni Europe and the Soviet 
I'ni- -• :•-• vcholo^ical fH< • • ro almost n r "nut a-- the 8f';ij»! 
hub- , «• iiroviNtonit of .•_,. .'ion umi r»'}: The laii^uuc*' ->f 
the Export ( ontrol Act iteem* to convey that the attitude of the I ^ 
Government i« ujjain-.t trade with CotnmumV 'ries. regardt**-- <-f 
the nature of the goods »oug..- to be exported ported

The Export Control Act has been adminuaered over the pa*t 20 
year* in KU< h a manner aa to underscore nn(\ ratify thu> aiipurent 
attitude Tlit- iiunmiitee recognizes thitt tln> Nation i^ attempting 
to enter * ne* phu-c in it> dealing with Hustaa and EahtemEurope— 
a phase which will hopef ' • ab*»ut eveii greater improvements 
in our relations vuth Uu.--' _..-.;!«••» than tin*** *e have witneHhe«i m 
recent jMura. The committee has heard inunT persuasive vutne**-e», 
b<»th this year ami l«>t year, who advocated * liberalization of trade 
restriction!* a> an extremely effective means of bringing about greater 
underxtAnding and closer reJattonahipn betw een the*e nations.

The committee also beliete*, that it in neceaiMury to the continued 
growth and stability of the economy of tins nation to develop addi­ 
tional market* for it.s prudu. ••>. Accordingly, the committee strongly 
believe* Uiat the e^tabl^liii.ent of reKponaibility vithin the Depart­ 
ment of Commerce actnely to promote trade with thete countries' 
will serve two major purpose* First, it uill be an overt indication <,f 
the change of policy or attitude of this country from one of re»tn< tiijc 
trade uith the nation* of Eastern Eurojie and K ;-»ia to prouiotiiij: 
su< h trade Set'ond, it will s»er-.e as an effective UM»] m promoting «rui 
securing additionu^ market*- for the products of American b,i»mes*es>.

There we several other fuu-rtion* thut the committee expects the 
Department of Commerce to f UUll under this pioviMon. It i» now the 
practice of many of the larger American corporation to maintain s»aje-. 
offices all ove-r the world. >la- y of these compani?-. have representa­ 
tives who deal specifically v,r.h Eastern EIUOJH- Ku^sia, a.- well «^ 
the other nfttious of Europe and Asia. However, majiy of the medium- 
or smftli-siaed companies in il^e Uuiieil Stutes, are oot capable of
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maintaining midb representatives. Others are capable e? maintaining 
auch repres«nta*rr«a onlv in those countries with wh*tfa they do a 
substantial bimc<aa but dp not have rejpresentativee in tfcotte countries 
in which their business is nominal Thus, where UMST business is 
nominal, their c&ancex of increasing that busmen* are osail since they 
have no one atnfaof to increase their sales For those bairn lamm which 
have no representative* anywhere, the chances of improving their 
export businen* ire again small since they are not able to seek new 
markets. Th«i 'nrnmiHee experts the Department of Commerce to 
find way* to H' :. -dy aid small- and medium-sized comr«*mes in devel­ 
oping market^ r their products in the nations of £**wm Europe 
and Hus>in. H- v*»ll as other nations, so that these companies will 
have their fan *, are of what the committee expect* will be a growing 
market.

The commits** expects the Department of Commer^ to take all 
steps necessarv ;, indicate dearly to the American busmena community 
that it is the : 'f the I".S.'Government to encourage trade wilh 
all nations wi , h we have diplomatic or trading reUtions. The 
Department o 1' .unmeree should also clearly indicate s*> American 
business the < :.i.-»re in export control procedure- ..• • , ( jos re­ 
flet-ted by th« •• .*< trnent of the Export Kxpan -filiation 
Act and of tn« i< turns taken by the Department of * "tmneree to 
implement tlm: u-t

The Departi: »• * should also clearly express its intenty r to provide 
ail assistance e to increase the trade of this M with nil 
nations witli v , we have diplomatic or trading r+ iri.iiis in all 
goods that do : -significantly contribute to the mmurv potential 
of the countrv v lu-h would prove detrimentH| to the ns 1.: -..\\ swurity 
of the United

By making -tatements of these intentions as th* Department 
begins to imp • the act, the attention of Americar; business will 
be focused o; hange in polity The committee finds that at 
present, main -ican businesses are hesitant to se*4t trade with 
Kussin or E«i Kurope because <jf the apparent atutude of the 
(joveniinent : such trade The use of such pubh'.'v will hope­ 
fully alleviau ncence arid wilt result in more cornpt&tta entering 
the business i ting to these countries

In addition *< ; ">g individual companies or induuht» increase 
their trade, tht -a.nuttee exfxn-U the Department c^ Commen-e 
actively to pur-.-* xays and means of utiJi/.ing the avm.thle assets of 
this country' n :rirnoting trade It has been suggested that with the 
eventual end of .^«» Vietnam conflict, certain assets which have here­ 
tofore been uuii;*«i in that conflict might be turned to peaceful ap 
plications. For example, rather than mothballing an aircraft carrier, 
it might be poflttU* to convert the carrier into a floating frt»de show 
which could bettered from one country to another to Lftlj; promote 
trade.

The commitw* expects the Department to pursue ti* matter of 
promoting tr&d«- vith creativity and ingenuity and to explore every 
conceivable mea&i to achieve this objective.

Section (a)(T< luao directs the Secretary to review the exwting com- 
nioditv control li«a vrith a view to making promptly tii* aecessary or 
desirable change* ~a that list in furtherance of the policy ai>i provisions 
of the act. The Steret&ry would b« required to include a de:Ailed state-
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ment of the action taken by him in compliance with the pmriskci* of 
subsection (a)(l , beginning with the second quarterly report fikti by 
him after the enactment of the act.

Subsection (a) (2) dut^t* the Secretary of Commerce to m* all 
practicable raeaas available to keep American business apprised of 
changes in export control policies and procedures with the vsr- to 
encouraging the widest possible trade.

Subsection <b>, provide* the President with the authority to pr iihit 
or curtail the export of any articles, materials, or supplier, in* -'vim* 
technical data or any other information except under such rulr* *nd 
regulation!* as he may prrwribe The«e rules and regulation- aiay 
apply to the financing. transporting, and other wrvicinp of PJ;« r 1 -*. 
This blanket authority to '•ontrol export* IH the same as that wt-s-h in 
now contained in the "Export Control Act

Subsection <b pro-, ide* further that the rule* and regulation* :»re- 
•cribed to control export* in the interest of national security *ha!l 
provide that expre*** penm^ion and authority must be sought *nd 
obtained to export fr<»ru the United State*, to anv nation or cotn%*rt«- 
tion of nations if the President determine* that the article*, mat*- 
supplies, data, or ir.' ^ tn.n sought to l>e exported would t: • » ,\ 
significant contnbu; the military potent ml of such t\i\: >r 
nation^ which would prove detrimental to the national security •/ rhe 
United State* and thn; the artirle>, material-, supplies, ••*•• 
foriinition of comparaHie qtiality nnd technology to that ^ 
«xp(»rted Hre not readUy available from other soun-en. It i* farther 
provided that ij» the event the Prenident ha- not mmie the def« i- 
tion that comptirable e«Kfd» are not available elsewhere, he it < il 
require rxj.ress perruiitsaon and Hiithority to exjKtrt guch item £ he 
delerrnines it to be n^-*«.nry ii> the inter^t of natiotml - *od 
include^ H detailed gtat«tn«nt with respect to that action ^*»xt 
quarterly report submitt*«i after the action is taken

Over the past year, the committee- has field extensiv* n 
the various question* vhich «*xist concerning I'niteil ^ :o 
with the nations of Eastern Europe and the Soviet Union. D _' 
the course of the?** heariitfr*. the committee re<-eivc<l te- >1 
statements from a large number of American b«MW»'. it 
exception, these husme-«*e«. have a strong desire to see (hut the nut^ ,nal 
security of the United M*t«* is not in the least jeopui<li/.e«i n- »ay 
action they nii^ht tuke in regard (o exp^irtin^; nutteri»il> t •, L*.i,ttrn 
Europe ami the Soviet Union. At the »ame time, Uu-v > ant U» be 
able t4> sell their nr««du.-ts wherever there i* a market if u.«- nbtwcal 
aecurity will not oe cdver»ely affecUxl. One of the i;r*'nt«r*t fruijura- 
tioiH to these companies in their at tempt* to market their r»r<«-i»*tx 
is the fact that they continually lose busine** to Western Lur *p«an 
or .Japanese competitor* because of the unilateral exp<«rt • •" U 
tnuintamed by the Utut«d States on literally hundreds of it< te 
coinpluints made by husmes*. were not, for the most part, dii'trted 
agninst the controls utilized by the United States on thoM- !'••••- '->r 
which the United Stale* is the only source of supply or m-. til 
of our allies exercise controls in cooperation with the United M^«s. 
They were directed at the fact that the United States umin^-.i' *x- 
port controls on approximately 1,;U)0 categories of goods v ,u> 
other free \sorld country controls. Thus, in order for a United .>uces

». »«pt. »1-»M——3
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firm to sell any of the goods on that li*: to Eastern Europe, they have 
to seek a licenw, which may or may r--t be granted The competitors 
of that United .States firm which ar* domiciled in any other free 
world country are not subjected to such restriction. They may freely 
sell the goodV The competitive disadvantage to the United States 
firm is obvious, even if it finds a market, it cannot make a commit­ 
ment to sell until it receives an export becnse, which may take months, 
or even never be granted It« foreipi competitor can make an im­ 
mediate commitment

The committee believes, therefore, that for the United State* to 
attBiimt to unilaterally control the Opart of good* which are freely 
available from other source* is both fvtdc and useless. The nations of 
EM tern Europe and the Soviet Union do not suffer from this unilateral 
control. They merely obtain the item* from France, Italv, (treat 
Britain, Canada, Japan, or from one or more other nations Thus, the 
only psjrtiet* to suffer from these unilateral controls are the American 
buHineiweH which conceivably could h&t* made a s«l<» if th<**r controls 
had not existed and the United State* .-.*»>! f which lost an opportunity 
to increase ex|>ortt*, thereby improving vur trade balance.

The committee received* some te*ur 
would be no appreciable increase 11 I 
Eastern Europe and Russia if these in^ 
The reasoning given was that the iiu-.j 
limited supply of hard currency, anc 
purchasing export* t<» any substantial C 
This may be true However, the conn? > 
the UniUnl States currently comnm:
total world exports exclusive of Easter Europe and the Soviet Union. 
However, the United State* only ha* * .mJe over 2 percent of all free 
world exports to Eastern Euiupw ami «** Soviet Union

The committee firmly believe* in iLt ingenuity, aggressiveness, and 
perseverence of the American buHine«<eian. The committee believes 
that if the American businessman ww 
attempt to obtain a larger *>h*rf uf 
carried on with F.u_st Europe, he woul 
portion of this trade from his non-l 
received manv sj>«cili< exai'ipleti of st
bv a particular company but were not because of export controls. 
Many of those examples were cases u. which a sale of cv>m;>»rabl(>

Soods was subeequanuy made by a txcapetitor from a nauon which 
id not control the particular items
The committee bwie\as that this sutxwction will allow the President 

to retain the necessary authority he :*«*!» to adequately protect the 
national security At the same time, u«e committee expects the De­ 
partment of Commerce to revise its expert control lists to remove as 
many goods as jM>»!iibl** from such list*- if articles, material*. *uuplies, 
data, or infomittUon of comparable q.^uity or tec'hnology are freely 
available from other sources. If there is a serioua question as to 
whether such item is so available, u*ea the President retains the 
authority to control such item The committee believes that this 
provision will enable American busine** u> substantially increase its 
effort* and its successes in obiuiiur.p t Larger portion of tra<ie with 
Eastern Europe. This will contribute w tile overall prositerity of

'>ny to the effect that there 
S. exports to the nation* of 
terttl controls were removed. 

-.> of Eastern Europe have a 
'.herofore. are not capable of 

above their current level. 
taken note of the fact that 

approximately 16 |>ercent of

l of futile restricuons on hi»
free world trade now being
able to obtain a !»ub«tanUa1
..nipetit<irs The committee

* hu-h could have been made
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American business and. the committee believes, will recall in an

C improvement in the trade balance of the United State* 
The committee wflS closely obaerve the action* of the C>*nrneits« 

Department in its administration of the provision which allows 
regulation cf items which are, or may be, available from other source*. 
Accordingly, the Department of Commerce should take grea: rare in 
making it* report to see that a full and detailed statement of all such 
actions is set forth ar <i including with a great degree of apccificitj 
tbe particular export •• ;gbi to l>e made, the nation or nation* affected 
by the proposed exf>ort, the Department's action, and th* specific 
reasons for the action taken

Subsection (b) a.ao '-ontairui a provision which directs the Depart­ 
ment of Commerce to implement the policy contained in the act in 
regard to opposing r»- • p trade practices or boycotts fcnterwl or 
impose<i by foreign < ....,;;»•> agamM countries friendly to the I rated 
States This provision it identical to one now contained in the Export 
Control Act.

Subsection ic) of section 4 provides that nothing in the act or in the 
£ rules and regulation* authorized under it shall in anv way be construed 
^ Ift require authority and permission to export articles mntenaU, sup­ 

plies, data, or information except where the national security, the 
foreign policy, or the need to protect the domestic economy from the 
excessive drain of scarce materials make such a reqairment n*re»*ary. 
The committee wishes t<> underscore it* belief that American exports 
are an inherent part of the economic foundation and well-being of this 
country. The nght of American business to freelv export it* product* 
should not be abridged except where necessary to fulfill some overriding 
national interest.

Subsection (d) provide* that the President may delegn" id- 
ministration of thiH act to such departments, agencies, or >•. ,.«•» as 
he may deem appropriate.

Subsection (e) provide* that the authority conferred bv u 4 
shall not be exercised wr.h respect to agricultural commodi' ing 
any period for which the supply of sucn commodity is deter by 
the Secretary of Agricult ire to be in exce^H of the requirem- 'he 
domestic 64'onomy. That subsection further provides that m- 
moditiett can be controlled to effectuate the policies set forth ion 
3 concerning foreign j» 4iry or national security The sul»*«v.ii»n is 
identical to one now (i.:,:Ained in the Export Control Act.

C«Ma)Utk>n and Standard*

Sactioji 5 prorides that the department, agency, or officia' deter­ 
mining the action to be t&ken with regani to the regui&tion nr.d the 
expansion of export- n seek information and advice f'-— (lie 
different executive »1< , .etit?, and agcincies which are ;ed 
with domestic and foreign {wUcies and with the otierations ht i ^r an 
important Waring on exports. It further provide* that, <XH»fc»tent 
with considerations of national security, the President sfeaS «e«k 
infonnation arid advice from various segments of private i/xKstry 
in cx>ntuH'tion with the making of thes« determinutioivs. Thi* w?ciion 
is similar to one now contained in the Export Control Act. It does 
add the provision requiring the President to consult with uwi^try.
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The committee believes that hv «o doing the executive department 
will be aided in making administration of tfc* act as practicable as 
possible under ail circumstance-.

VtotBtton*

Section 6 deals with violations of the act Subsection (a) provides 
for a fine of not more than $10,000 or for impn«- • • ' for not more 
thai- \ year for any knowing violation of any pr ; i .: of the art or 
any regulation, order, or license iasuexi under the act. For any sub­ 
sequent offon***-, the *ulme»'tion provide* for a fine of not more than 
$2&.000 or for imprisonment of not more than 5 years or for both. 
This subsection b identical to one now <or,t*ined in the Export 
Control Act with the exception that the c^ -«* added the require­ 
ment that the violation be a knowing one i -"ittee is < ognuant 
of the fact that the procedure* and requires ire«l of 11 business 
which export* to aome countries are extreme complicated. The com­ 
mittee is concerned that the potwihility of a jail aenteme for an 
apparent innocent violation may serve a* an unnecessary deterrent to 
American business*** which attempt to enter U»t field o? exporting to 
certain countries. The committee i* also coftwrned o\er the con­ 
stitutional question of a severe jail sentence and tine for unknowing 
violations According!v. the committee added »he requirement ihwt 
the violation be with know ledge

Subsection (b) provides for a fine of not mot* than $20,000 or for 
imprisonment of not more than .*> years or for both for anyone who 
willfully exports anything contrary to any prormon of the HI t or anv 
regulation, order, or license i-.Mied under it w»vh knowledge thnt such 
export will be used for th« benefit of any CcamunUt-doiuiuated 
nation This subsection is identical to one now contained in the 
Export Control Act.

Subsection (c) provides that the head of any department or agency 
exercising functions under the act umy im|M>»i« a civil penalty not to 
exceed ii.uoo for each violation of the act or aiij regulation, order, or 
license tabued under the act. This provision t§ identical to one now 
contained in the Export ( ontrol Act.

Subnet-nut) u'l provides that the payment of the permity imposed 
pursuant !•• H»ili-»ecUon (c) may be miult« a cowliu.>n, fur a period not f 
excising I y« n aft^r the imposition of such perujty, to the continued • 
right t<» f.\|Miri uf the person upon whom such penalty was imposed 
Tui» is i«!cutici.l t<> the provision now contained in the Export Control 
Act.

Subs«-« ii',:, provides that penalties paid ptursuaut to subsection 
(c) shall he c<>\ c*red into the Treasury tut* a miscellaneous receipt The 
penalty INHV !»«• refunded within 2 years after ptyrnent on the ground 
of muteriiil orr<»r of fact or law in the imposition of the penulty. This 
subsection is »«lenln-al to one now contained in the Export Control Act.

Sub-sect inn if) providen that suit may be hr lught for the recovery of 
the nerialty uuposatl under subt»ection ^ Ti:^ r rovision is also in 
the Ex|»ort Control Act.

Subsection (g> provides that nothing in s;.i-~-- t, ,ns (c), (d), or (f) 
shall limit the availability of any other mi: rative or judicial 
remedies with respect to violations, the auth compromise and 
settle administrative proceedings, or the auiiionty to compromi&e, A
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remit, of mitigate sei/me« and forfeiture. Thif tubsection is also 
contained in the Export Control Act.

With the exception of the noted rhange in subsection \&) of .Section t>, 
ail of section 6 is identical to the provision* deahng with violations 
now contained in the Export Control Act. The committee believe* 
that the executive department should have varied Authority U> punish 
violations of the art and regulations. The Department of Cornmprce 
advised the committee that it felt the current Export Control Act 
provision* were adequate. Consequently, with the *»ne noted change, 
the committee decided to retain the provisions of ihe present law in 
connection with violations

/ Enforcement

Section 7 of the art deals with enforcement of the provisions of the 
act. Subsection (ft> provides authonty to the Commerce Department 
to make investigations and obtain information, require report* and 
recordkeeping, inspect book* records, and other writing*, premise*, 
property of any person, and take the sworn testimony of any peraon. 
Hie officer* r»r employees who perform these function* may administer 
oaths or affirmations, issue subpenas requiring per«*-ns to appear and 
testify or produce book**, records, and other writings In cane of a 
refusal to obey a subpena, the US district court may issue an order 
requiring such persons to appear and give r - ''••• <»r otherwise to 
comply \Mth the suhpena This provision is « one <\»ntaine<i 
in tne Export Control Act. It does contain an express provision 
allowing Hurh investigation!* to ascertain liabilitv arising under the 
Export Control Act Thin provision was behe\e<} necessary tit order 
to allow tin- Department 01 Commerce to ascertain violations of the 
ExjKirt Control Act after it is superseded by this act

Subsection (b) provide** that no person shall be excused from 
complying with the requirement** of this section because of the 
privilege of gelf-incriiaination. but the immunity :>rovihions of the 
Compulsory Testimony Act shall Apply- Tl>i* i»* ideuucal to a provision 
in the Export Control Act.

Subsection (c) r>n>vide» that t!ie agency exercising the functions 
under this act shall not publish or di*< lose information obtained under 
it which is deemed confidential or for which a request for confidential 
treatment lias been made by the pernon furnishing »u< h information 
unleHM such withholding is contrary ui the national interest.

Subsection (d) reauires that the reporting requirements shall be 
designed to reduce tlie cost of reporting, recordkeeptng. and export 
documentation to the extent feasible ronxistent with effective enforce­ 
ment and effective compilation of u&eful trade statistics. The hiibHec- 
tioii provides further that the requirements be periodically reviewed 
and revised in the light of changes in the field of information tech­ 
nology. The Department is required to include a dettuled statement in 
its quarterly report with respect to the actions taken in compliance 
with this subsection.

During the hearings held on this subject, the committee received 
very persuasive testimony to the effect that American business is 
needlessly spending millions of dollars a year fulfilling the requirements 
concerning export documentation The rules and regulations require 
that an exporter file and have authenticated an export document
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prior to the date of shipping *ven though he had previously obtained 
a license to export the shi;.«r;*nt This export document is uwd f<«r **" 
several purposes First. it series as • check to make sure that no o:.* 
is violating the provisions ..{ h** hoense in exporting certain niaim*i< 
It also serves as a check to n:*i*«ure UiHt good* that normally requu-* 
a license are not being shipped without a license One of its in---* 
important function* is that n serves as a menu* by which statist! - 
involving export* are obtained by the Government. The witness 
appearing before the committee had no quarrel with any of th*-** 
objecines They did testify that for statistical purpose*, the d»** 
could be submitted on a pen «ii' basis as opposed to individual tiln^ 
for each export.

They al-o pointec) out tin • have been virtually no prone* u!«. 
as a result of information _.:.ed through the UM* of e\|M>rt d... 
ments. The committee MriouilT considerwl including a provision t; 
would prohibit the use <- r - - expxirt document*. However, the De­ 
partment of Commerce a „ ^ . the committee that it intends to in%t;- 
tute reforms in this matter tr the very near future The Depart me;.* \ 
Mated that it would remove tKe exptirf document re<jiiirement entirfl'. / 
from shipment^ t<» some c -^^s and would greatly liberalize t?* 
retpiireinent with regard u cnt to other countries. It intend- t< 
do this but does want to r«-!t;n the authority to rein*titute what* • 
portion of the requirement* * deemed nef'e^^ary if gome pnrti< 
rt'laxatiofi proves to be UPIM** With this annurafice from the I)ep»: 
ment, the committee acquiew*«i m itf> request that no mandatory lan­ 
guage be put in the act lorlwidmfr the export documentation reqw.- 
nients The commit lee doe*, nj** t. however, that the Departmei, 
Commerce fulfill its coDuniXaMnU to the committee in the ne»r 
future.

Section § exempt* the prox*mon« of this act from thf pn.visionH of the 
Administrative Frocedurea Art and, in that regard. i> similar to t. 
provwion contametl in the prw*nt Export Control Act

Section 9 deals with information to exporter* During the considera­ 
tion bv the committee over ik* past year of the problem of export 
<'«»ntro1h, the committee four*! ?hat one of the more frustrating *>i 
neriencen to which the Anien^an busine*isman i« ttubjected is* that «>;. * 
he imn filed an application for a license to make a particular ex|K*n 
he is never able to ascertain tb* status of his application. The o.i; 
mil tee found that many different agencies of the Government h:«- ' 
involved in the consideration of the license application* The committee 
believes that it would be of benefit to the businessman if he \\ere k*-: 
informed of the status of his Umn* and also \» as advised of any prob­ 
lems which mav arise during th* consideration of the application On 
the other hancf, the committee did not «ish to impose unnecessary 
rec|uirements or, the Depar" " '»f Commerce which would hamper 
it in its effective adrniixistn, the act. This section \# an attetn; ' 
to grant American business- \\# -.pportunity to be kept abreast of •• - 
status of nn application without iauece>sorily hampering the funds- •• - 
of the Department

The section provides that insofar as is consistent with nat:on«l 
M><Mirity. foreign policy, and the effective administration of this u.••» 
ihe executive branch must iufo-nn ea«-h prospective exporter of the 
vonsiderations which may cause hi.-* exj>ort license re<pie-*t either to be



19

denied or mibject t*> lengthy examination He mu*t alto be informed 
of the rirrunwtance* whirh actually do ari*e during the Government'* 
consideration of hi* application wfeeh are >.**.;iHe for denial or further 
examination. In addition, each exporter rou*", he given the opportunity 
to pre*»nt evidence and information which fte believe* will help the 
afjetu te* concerned re*w»lve n> Mem* f*p questions* which are or 
may r* connected with his ap; M for li<*n-*p Finally, the exporter 
tnuat be advised of the reason* for the df-ml of his exjwirt luen«»e 
application

A* noted earher. the rommittec did not «Wi to impose uimWMaaarjr 
requirements on the Department of C'omnwire However, in all com- 
inniii.mioriH from the Department of Commerce to the pronj>ective 
exporter pursuant to the j>r<>\t%iom of tht* section, the committee 
expert* the Department of Commerce to om the irreate»t decree of 
8perifi'i?y and detail nere**arv ti. fully •pfttti the prottfiertive ex- 
porlrr >^f the xfatus of hi«* nppli' »u.-fi

Export KtpAB«MMi C ommiwMHi

Section 10 would establish «r • • K\;>i ,-i"n Cornmi«*,Hi<»ti rom- 
puM>d of 15 member* app<«int<>4i ; ,,, Vria^ttni One «»f tho«»p j>er*on«» 
would bedeMignnted Chuirmnn The fitnrtion f theCommi^ioii would 
be U> conduct a study to determine practical* ways in furtherance of 
the national interest by which exjKtrts c*j. he expanded without 
jeopards/11,t- the national sjvunty U) alt -^ifions with which the 
United *"nte.s is trading. Spe< tul euiphn>i- v ><ild he placed by the 
f'omm»*-»'tu on promoting trade with the r;f*..n- of Eastern Kuro|»e 
and the Soviet l'ni<»n (where I > trwle »- niv a fraction of that 
aiiKiigrii in ov our Aiiiea) an wei! a» other iole for trade 
with ih* United State* but nut - - -^ f n - • , ,> iu H uch trade. 
The M"'.ion provide* that the ' . . . >ttc it» activities 
with the National Kxporl Expulsion ( OJHHI uad make a hnal report 
I year after the date of enact mem

The (ommittee l>elieve^ that turb a Conjuisaion would serve to 
ftMMis attention on a change of jK>h- v beinr ^xpres^ed bv Congre&* 
and thu* would «*erve to ewour * i^n , mo** to increase its* 
effort^ to engage in trade with < ,«-i I .,.<i Eastern Europe. 
Aho, it tt behsved that the ('otanustwon ^ <i fuitili a subtilantial 
function in finding and SUKU''- '- ^an^ by which Hitch 
trade cmi be increased otht-i *:.< • n of re»triction«* «>u 
such trade The committee recoptaze^ the .< e and uurk of the 
Nation*! Export Expansion ('oiih> il I* i ••••ded thai the tv\o 
comini<*»i»>ris overlap their fuiut: • • a ^ • v* 1 -** The National 
Export Expansion Council is < i pnmkriiy to attempt to in­ 
crease o'.r exports to all nutioh.- i • ' "tnance »>f thi^ function, 
tliat Couacil has focus^ed to sonu .^ f.:ii *.he problems of trade 
with Ea-.seru Europe. The expre-. function ol the Export Expansion 
t'omiui*»4"U will be to foe UN uln^t exclusiTfiy on trade problems 
arising u. trade with Eastern Europe.

Subs»«* uou (c) provides thut each member )( the Commission be 
paid at the rate of $100 per day plus travel «peases and per diem 
puy.

Subsection (d) provides that the Cuinnii&sa a auy appoint and fix 
the compensation for au executive director wb in tum, may employ



90

and fix UM compensation of additional personael as may tie necessary 
to carry out the functions of the Commission. No individual may A 
receive compensation in excess of the rate authorized for a OS 1* ^ 
under the general schedule.

Subjection (e)U) provides that the Commission may require ai.r 
executive department or agency to furnish available information whki 
the Coraaawion deems useful.

Subecruon (e}(2) provides that any department or agency may 
detail on a reimburnnhle basis any of its personnel to assist the 
Commission.

Subsection (f) provides that the Commission shall cease to exist 30 
day* after the submission of its find report.

Subsection (g) provides authorization for the appropriation of such 
funds necessary to carry out the provisions of the section which 
establishes the Commission.

Quarterly Report

Section 11 provides that the Government department exercising any W 
function* unaer the act make a quarterly report within 45 days after 
each quarter to the President and u« the Oongrem

EfferU on Other Ada

Section 12 provides that the act of February 15, 1930 relating to 
the lice&smg of export* of tmolate scrap is !tuper*eded. hut that 
nothing contained in the act shall be count rued to modify, repeal, 
supersede or oth»»nnMe affect the pensions of tnv other l«u « Authoris­ 
ing control over export* of any comm<idity. The authority under 
the art must be administered in such a fashion an to achieve 
effective coordination with the authority exercised under section 414 of 
the Mutual Security Act of 1954.

Effective D«U ^

Section 13 provides that this act shall take effect upon the expira­ 
tion of the Export Control Act of 1949. It ai*o provides that all out­ 
standing delegations, rules, regulations, orders, licenses, or other 
forms of administrative action under the Export Control Act of 1949 A 
or under section 6 of the act of July 2, 1940, &hall, until amended 
or revoked, remain in full force and eiffect.

Termination Date

Section 14 provides that the Export Expansion and Regulation 
Act shall terminate on June 30, 1973, or upon anv prior date which 
the CoBgrea* by concurrent resolution or the President by proclama­ 
tion may designate.



Minority Views of Messrs. Bennett and Tower
We agree that legislative authority should be continued to provi-ie 

for export controls for reasons of national security, foreign policy, 
and domestic short supply However, we support ft straight extern-un 
of the existing Export Control Act and opjK*w» the bill reported by 
the majority.

Over the years, the existing (emulation has proven to he very effec­ 
tive in protecting the national interest* Tune and tune again, it ban 
shown it* adaptability to changing world conditions. We believe it 
would be extremely unwise to introduce into this legislation which 
ha* as it* main purpose providing necessary control authority, another 
completely different and opposite concept of tr&k expansion. Other 
legislation covering tariff*, export credit, and trade promotion is 
much more appropriate for denting with trade expansion. In sttempt­ 
ing to have this bill provide for control while also urging trade expan­ 
sion what has resulted is a misleading bill from its title throughout 
must of the new provisions covering export control policies and 
procedure*.

REQUSBClfKNTa COSTLY AXD rNNECESHART

The bill interposes a number of requirements in the administrative 
area which we believp t«« n* unnecessary, burdensome, and costly fur 
th« Government. These requirements include organizational and pro­ 
cedural changes by the Secretary of Commerce and extensive review 
of the complete export control list by the Department of Commerce, 
frequent notification and detailed explanation to the Congress of 
routine exceptions nut homed by the bill, a continuing review of 
remitting and documentation requirements together with detailed 
statement* to the Congress of action taken and a burdensome require­ 
ment that extensive information be provided to ex|*orters <hroi> •' 
the Department's consideration of licensing applications. In au\;.:. :.. 
the bill establishes a new Presidential Commission on Export Ex­ 
pansion which would, to a considerable extent, duplicate work nlrrady 
being earned on by established organizations and would thereby 
confuse rather than assist the export expansion program.

The bill requires the President to include a detailed statement of 
his action, if he restricts exports without making the determination, 
that comparable goods are not available elsewhere or that the exports 
would make a significant contribution to the military potential, which 
would prove detrimental to the national security of the United States. 
Even though as an exception, the President is granted the authority 
to restrict in the interest of national wcurity, any commodity or 
technology as long as he reports such action to the Congress, the 
effectiveness of those administering the Act is bound to be inhibited 
bv these changes. Exporters and representatives of other governments 
will read a significant change into the language of the bill and bring
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mal pressi^^^^^Wr^W reduction in controls on rf 
and for approval of questionable export applications.

At best, the bit! will be. confusing to exporters, cam** significant 
difficulties in administration and stimulate trouhl *sonie court 
challenges. Further, it will give an unwarranted signal to the Soviet 
Union that we intend to make our advanced industrial goods more 
readily available now, even though thev have demonstrated no real 
dwire for improved relations between East and West In fact, la*t 
year's Chechoslovakian invasion stands as strong evidence agnimt 
any such interest.

At worst, the bill could result in undue weakening of export control* 
with attendant rink to our nauonal security.

THRKAT TC t H1TY MINIMI7FI'

The proposal which would replace the present Export Contra. 
Act w baaeVi on the a^ertion w*at factor*, which brought about it," 
eiiactiiient of the Export Cu&trol Act no longer exist. We cnni! • 
agree with such an asaertion

It is tuggested that we arc IK-* living in an era in which the Soviet 
Union preaenU a reduced threat to the security of the United Slat*- 
We find no evidence that HU'i. a new em has bcci. ' -•<! in. In 
fact, we consider the Soviet I' root! as a nnich gi'eult : ...:tut to the 
•ecurity of the Tinted St»ite» riian it v.a« when the Export Control 
Act of 1949 wan pa*t»ed. While \n majority denies this, it \* interest iitt 
to note it admi's, that the .^vutt ecitnouiy wai> undergoing a real 
ttruggle to provide the barest necetuiities bVcaune of the ravages o( 
war when the Export Conlroj Act wu- enacted in 1949, ami goet* on 
to claim that the Soviet economy has now become one of the m*»*t 
self-sutii( icnt on earth. We do Zf>t feel it necessary to argue over tJx? 
validity of that claim because of the difference» in the consumption 
pattermi and staiulards of \\MLS of vnrioiiH countrien. But we fail to 
aee any logic in the majority conclusion, that such an economy pn»- 
vides leas of a threat to this Nuu^n, than one which had a real -truivl. 
to provide the barest of ne<-»— <:';»•*. We also jioint to the relative 
military capabilities of the I •: .">tatet> and the Soviet Tnion in 
1949 an cornpureti with the present. Thus, we find the whole basis . f 
the bill rep«>rted by the ma}(*rt*y to contain a coiitriidi< tion.

In addition to being contrn*:;- ton* on its face, many of the pr<»- 
visions of the bill contradict e.k u other. The present Ex{K»rt Control 
Act ehthblihhes a forthright j»uli<-y of restricting cxp<»rts on the Imsw 
of contributions to econonm potentml or nulitary potential. It* 
language allows restrictions of exports whenever it is determined by 
the President that thev make n ii^mficunt contribution to the military 
or economic potentia] of a uation or riatioiiK, which would prove 
detrimental to the national serumy and welfare of the Unitod State* 
The majority has eliminated tine criteria of "economic potential" and 
retained only the "military potential" criteria, yet it boldly a&ser » 
that the President's "authority to control exports is the same as ihht 
which is now contained in th< ' rf Control Act." Either they hav« 
tned U> reduce his powers 01 ; ,.;,iiity or they haven't, but it cat'.*' 
be both.
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POTENTIAL MOT CONSIDERS THRIAT

Win IP apparently deciding that economic potent**! and military 
potent ml Are completely neparate so far a* the mtuafiai security of the 
United State* » concerned, the majority infers that it* proposal under­ 
score* the determination of this country to protect it* national *e< urity 
from military Uxraat This item w includes in a policy section in the 
bill, and the m*jority makes its point Raving. "The present law con- 
lains no mich ttat-ement of policy." We multhis inference to he un­ 
warranted Th* present Export Control A« I in iu* authority section 
aays that the ryi*** and regulation-- ,%et by the President or his delegated 
agencies or offv i»!«* --

ahall pro rid* for denial of any request or »> M for 
authority ?.«• export nmde*, matennlw, or sup; uimg 
technical data, or any other information from the United 
State*, its tcmtoriea and |*iimi«»oiM, t<> any n»ti->n or com­ 
bination of nations threatening the national &e<unty of the 
United Start* if the President shall determine that such 
export makes a significant contribution to t 1 'itary or 
e«- oiioiruf \* tential of »uch nation or nation '. would 
prove detnniental to the national «ecurr\ » .If are of 
the United >tates»

It i» be\'v>wi .•» to under^tHiid h"-> the m«jt»ni> (*•*•>- Unit it hw» 
in uny iimti-rifc. * ay >*trtM»^tlHMi*Hi i>r»!i)lntion> »pnn-' pvrmrt-., havinj; 
military potent**! which would be detrimental to th- :.nl -«•« m \\ \ 
Particularly j» it diffimlt to understand uhv tht . ity rnuke- :i 
\nittii of tin*, in aght of the fact that the nc\\ ' (> ^ection" i>< u 
carryover fn>m an earlier bill which did not allow the President <<> 
deny export- wrh si^nificunt military applicuhtiity unle-v there \\»i)» 
in addition ' substantial evidence that the particular exportation IM 
likely to be u*cd for military purf»o«e». and that Miniiar items are not 
rcnd'ily available '<• the importing country from other source?.."

POLICY IX BILL 16 UNCBKTAIN

c

It i» ironic that the proposed bill in HWtion 24 -«\> thut the 
Congress find< that "the uncertainty of Government fiohcy towurd 
i'ertain categories of export* ha* curtailed the effort'* "f Ammom 
buHineMi' * * *", yet thif bill i*» sure to increase uncert«i:.*v The whole 
announced pur|*n« of the bill i- to encourage the ex M of trade 
with all eouutne- with which we have diplomatic or ' relations. 
This i> elated in '«*<-ti(»ns 3(l)(Ah s«rti4>n 'A('.\), nnd >« - I'.a.j'l). It 
i.s interettting U. r> te, however, that in every ca*e where this "change 
of policy" is stated, it is always f " i by an exception which allow ^ 
the President u> make export dr.. . .... ..ttioii- on the ba.'t» of tutttoiiul
security, foreign policy of the I'ntted Siate^, or the i**ed to j»rote«*t 
the domestic e<»^; any Those are the criteria which are u*ed in the 
present Export ( ->nirol Act. Thu* the bill appc-ar» t4j eticouriige the 
expansion of Ura4# >n the one hand, while on the other hand it pro\ ide-* 
for essentially the -oiine restrictions which pre>entlv e\i-t

In addition t< the language included in the bill, the report static 
thut "the Department of Commerce sliould clearly iiidi. *tf to Ameri- 
can business the change in export control procedure* and attitudes
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reflected by the enactment of the Export Expansion and Regulation 
Act * * • ." The report continues, stating that the Department of 
Commerce should make "public statements" so that the *::ent.ton of 
American business will be focused on the change in policy We think 
this put* the Department of Commerce in an awkward ar»4 intertable 
poMtton. since the claimed change in policy which HMM be brought
to the attention of American business is unclear and

It will be difficult for the Department of Commerce to try to explain 
t<» American business that on the one hand the bill hoH» out the 
policy of equal treatment for all countries yet section J-5) of the 
bill Mates that it is the policy of the United Stales to use !t« wv.nomie 
resource* of trade potential to further foreign policy ob;<r fives. We 
maintain that this latter |w»licy in the one muter which tne United 
-•'.•«» has been operating for many yearn and in effect i ilhfiw the 

«-,( ,a! treatment change ." The form without substance bt^mest even 
m»r*» apparent when it w known that the President of *,ftr United 
State*, the one who holds the authority, oppose** a chanjr* in policy 
at this time. Administration spokesmen have made it vert '•tear that 
the President seek* a more appropriate tune for libers .jjting trade 
with the Communist countries Yet the Congress, if it «-...*. Id pass 
this bill, would give, in the language of the majority rep«»r. an overt 
it>dx alion itf the change of policy or attitude of this coun'.ry * * * ." 
We believe thnt the President should have the latituO* to relate 
liber ftlunUon in the trade area f-o broader foreign policy ror»«derations. 
This bill, in our view. i* an attempt to preempt the Pre*»ti*r;! '•» judg- 
met^t on timing of liberalization, while Htill holding hm. r«^|>on«.iuTe 
to determine specific export policy.

f«W EXFOHT KEQVF..HTH DENIED

The committee report indicates that the natiouH of Eastern Europe 
and the Soviet Union are currently trading with our W^-,*rn Allies 
to a much greater degree than they are with the United states "be- 
c*ut* of the unilateral restrictive policies of the UruKd States." 
This is far to simplistic to be accurate. The items under export con- 
trol represent only a small fraction of the goods generally exchanged 
in mternationul trade Western Europe doe* much more busmeme with 
Eastern Europe than we do primarily because of geograi»Lj-*! [»roxim- 
it> and traditional trade patterns The greut hulk of LU.^ trade is 
in products which our companies* are also fr«e to export, tf they can 
obtain orders.

The Department «>f Commerce testified thnt lea» thas 2 percent 
of ti e export license applications received for Eastern Europe are 
denied. Supporter- of tluh bill claim that is true because American 
er\ — ors just don't try to export to Eastern Europe or U»e Soviet 
I ifi items on the control list in tiny degree because they know 
thai they will bo turned down. Any controls may have A deterrent 
effwt on effort*, to export, but we question the suggesUoe that ex- 
port*>n> know they will be turned down. We do this because in the 
last quarterly rej>ort dealing with export control, we find \Lti approv­ 
als were given for exports to East European countries and the Soviet 
Union for such items as harvesting machines, tractor*, dectromc 
digit*] computers metaJworking machinery, metal treating and metal 
powder molding machines, rubber processing and rubber products



manufacturing machines and part*, nuclear radiation detectasaf tnd 
measuring instrument*, synthetic rubber, metal cutting milling 
machines, gear cutting machines, well-drilling machinery metal 
processing and heat tresting furnaces, telecommunications appfcrstus, 
and many other similar export*. With approvals on such a br-ib/; group 
of industrial products, not to mention the many agricultural nM less 
sophisticated product approvals, how would an exporter < •>.*&# to 
the conclusion that his application would automatically b*1 V;rned 
down*

We are particularly disturbed by repeated statement* bv u*t bill's 
proponents that ita Intent is to increase trade m "peaceful f«0dt." 
let moat of the industry witnesses represented companies with 
highly advan.-ed technological product* such au electron!' --ol 
euuiprnent, computers, and machine tools. Enactment of -ill 
following our hearings could well lead to a conclusion that th*- ;v«*nt 
of Conftreaa w to consider the hulk of our advanced tech- •- al 
products aa "peaceful foods" to be freed for unre#tricte«i \<> 
Eastern Europe. The result could be serious mutual misundcr- gs 
among business, foreign governments, and thow in charg** ,.' <,. 
istermg export controls

T&AbB FOTENTIAL SMALL

The majority also disnissfi the duindlmg of our trade sur^i.i in 
the pa»t feu years and infer* that relaxing of our export conu-tA to 
Eastern Europe may aMMurably improve that «iti)ati"n \V» arc 
extremely concerned over the virtual elimination of our trade Hymhi* 
»tiuh ojjy 5 years ago •*-•. • *T $7 billion. We would like to point 
out, however, that thi- a. .^' is not the result of the operau-xi of 
our Export Control Act, but result* from baaic economic factors winch 
are conveniently disrpphrded in the majority report.

Actually most knowmigeable cs»tunat€^» indii ale that trade with 
Eastern Europe, even under moat favorable conditions, can grov >nly 
modestly, and is unlikely m the foreseeable future to reach aa mum as 
1 percent of our total export*.

E&*i-We»t trade niu*t be a two-way street Because Ett**ern 
Europe ha* limited cotivsrtable <'urrency. it muxt sell Uh about a- 11 ..-h,
ai» it buys However, EMUTH Europe ha^ few product* whi< -h v\f uted, 
and thui» there is a limiiad ba»ih for <ugruri( ant continuing two-way 
trade. The Soviet l'nn>ri *nd Eastern Europe t<»day are greatly in- 
t«re»ted in our advanced product* and te« hnology , nmnv of whic-L Live 
both civilian and tnUiuury tugnificance, to expand the irind i 
capacity Many of the^e transactions become oue-t»hot deals u it t 
or ii<> f<«llow-t>n

INCONbli-TENCV OX COSFIDENTIALtTY

We find a further contradiction in the committee'* action OL :he 
proposed bill Section 7 •< pr>»\ide> that "no department, agen<T or 
official exercising any fuii; \n--n* under thin act hlmll publish or di* .<-x»e 
information obtained hereuttder which is deemed confidential or nth 
reference to which a reque-'. f-.r confidential treatment it« made H •".-• 
person furnishing such iiJf-nn»iion, unless the had of such depu: 
or agency determines Uiat tii<« withholding thereof is contrary i ;ti«



national interest " Section 9 of the bill require* the agemte* depart­ 
ments, and officials responsible for implementing the rules and regula­ 
tions au throned under this act to inform exj»ortei> of consideration* 
which may r*u*e a denial of license request so long as the information 
does not jeopardize the national security and effective administration 
of thin act The Department of Commerce, in its attempt to clarify 
the bill, recommended that a provision be included in this new neetion 
providing for confidentiality of bunine** information The majority 
turnexl down that request. We now have one section. MSI ion 7, re­ 
quiring confidentiality, while the other section doe* not provide for 
confidential treatment of b<i*ines- information. We find this io- 
ron-«i-tencv ^v the majority unexplainahlc

PENALTIES WEAKENED

The itenahie* for viol a tine the act have been changed from tho*e 
presently contained in the Lxjwirt Control Act Despite the fact that 
the present penalties have been used primarily a» a deterrent, the 
committee decided to do *way with a |H>n*ible l-year jail sentence for 
a violation unless it could be proved that thevi"1 '< r hd so knowingly. 
During our bearing^ and discussion- of the c< . «»e. there was no 
indication that the present penalty provisions had been misused or 
abused We find it interesting therefore, that the committee uses 
a- a justification for the change that it is "concerned over the constitu­ 
tional question of a severe jail sentence and fine for unknowing viola­ 
tions." We i»r* unaware of any prior concern on a co- '>«>nal basis 
of the present provision authorizing up to I-year it . uncut for 
• violation, and this has been part of the act for 20 yrar-

rvr*yv«i«TENf'Y IN THF. sTMF.NT OF corvmiFR

li ^eeins t. i> that the pro;.--.item- of the t-ui sn<. u«i either «iecide 
whether thev want to have etpial treatment between Communist 

non-Communtiit countries except for »|>ecific PrMidentiai deter- 
or whether they «atif some differentiation retained as in 

»1 Act Swtion 3(3- of the bill states that 
ited State* that any export controls found

necessary sh«> tld be apphetl uniformly to all nations with which the 
United State? engage** in trade * * *" If, indeed, it U the intent of the 
majority to have equal treatment between Communist and non- 
Comrnunist rations, why do they retain unequal penalty provisions? 
Much harsher penaltirs are authorized in the event of exports contrary 
to the act with knowledge that such export will be uac«i for the benefit 
of any Comm mist-dominated nation The committee report projwrly 
states that thi« subsection is identical to one noxv contained in the 
Export Contru! Act What it doesn't say in that the Export Control 
Act differentiates between Cotumunist and non-Communist nations, 
whereus this bill makes no such differentiatiou and in no other place 
in the bill is tne term "Communist-dominated nation" used

AJE»MIN!*TKATION SUPPORTS PROPER EXPORTS

During our hearings, respresenialives of thf Department of Com­ 
merce explained their desire to assist American business with its 
exports. That b one of the major purpose*, of the Department of

the present H\port Control Art Section 3<3 of the bill *iate* that 
"It IH the jM-h; v of the l r nit
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Commerre, *o such an attitude was not unexpected They explained 
their attempt* to reduce the number of items for which license* are 
required a* well as their effort* to dermae to a minimum the paper 
work required by the business community. We have no reason to 
disbelieve their statements. In fact, we have every reason to believe 
that despite the very short period that the Department has been 
under the new administration, much has been done to improve its 
operations. We have been assured that for years it has been the 
Department's policy (limited only by budgetary restrictions) to 
maintain continual review of items requiring export license*—adding 
to or deleting from the list whenever conditions warranted We have 
confidence that the present adrmnistrau n intends to implement that 
policy and think they should be gfiven an opportunity to prove 
themselves.

PKESENT ACT IB BETTE* APPROACH

The committee hearings and in parutdar the information provided 
by the administration have demonstrated that no sharp reduction in 
regulatory authority is warranted. The existing Export Control Act 
has been shown to have ample flexibility to accomplish everything 
that could be accomplished through thi- new proposal. The Export 
Expansion and Regulation Act of 1<M>9 *•> proposed in S. MMO has been 
modified to substantially restore the authority it »t first had sought 
to weaken. We now have a bill which retains parts of the origituil 
pro|M»stU, parts of the present Ex|>ort < '<»ntrol Act, and some pro­ 
visions which ar«« inconsistent with b> *ii. Proponents of the bill 
apparently feel that significant change* have been made from tin- 
present bxport Control Act, but the art i*J substance of these is far 
less than would appear. It must be remjfnue*! that the bill would be 
interpreted as a libcr<ili/.ation signal if i>-thing else There is no evi­ 
dence of the Soviet Union'* readme** \« move towanl closer relations 

C, with the West which would warrant oM«rrtdmg 'he President's judge­ 
ment that this is not the time to signal H ' *:»nge in relations with it new 
exi»ort control policy.

W«v therefore, urge H straight extent- <»f the Export Control Act 
of I'.MU and recommend that tht Senate d*f«»t this proposal.

f WALLACE F, BENNETT. 
JOHN G. TOWER.



Supplemental Views of Messrs, Mondale, Hughes, and Perry
TW Export Expansion and Regulation Act, as n*j>< -r'^d from the 

International Finance Subcommittee, contained a aecijotj ending the 
5<) percent shipping bottoms requirement for wheat and feed gram*
•old under regular «>mmercial terrm to Russia and Ktu-'*rr; Kur».pe 
The Banking a&d t unrency Committee derided to sub»uiute aUung 
committee report language for that section; we. agreed to the approach 
of the committee with reservation*

The original r^~- -reference concept (50- 50 U.S. flae is a product 
of the Merchant .p Act of lO.'JCi and the Cargo Preference Act of 
1954 tt applies < r,<v to Government-»|x>n»ored export*, ix»t eommer- 
cial export* It r - '•** whenever the United States procure* equip- 
ment, material* i modi ties for its own account, or furniahes them 
to a foreign n»u a without reimbursement, or advance* funds or 
credit, or guarantee* convertibility of foreign currencie* in connection 
with the furtashiof of such equipment. The U.S. Government pay* 
the added ahippi^ cost which may he occasioned by the application 
of cargo preference-

The cttrgo prel«rcoce concept W«H ext^ndedl to commflrciai trans- 
acuon» for the fim time in 196^ in connection with the com­ 
mercial nale of US wheat to the Soviet Union Cargo preference 
appl»e* to no other commercial ^ijijunents («. any (U-«tinaUon in the 
world except Eastern Europe, and Ruaitia. No Federal »ub&idy is 
«v(iilnt>l(> for the oaaunerciiJ (tale of wli<»Ht or food grain* v> meet the 
addnd flipping coat from « nrgo preference; therefore, there hare beea 
ririually no snip-menu of wheat or fe«d grains to the countries of 
Eastern Europe or Eu**ia since 1903.

In testimony before the Senate Foreign Relation* Committee in 
1965, the State Department listed a number of fur ton* which ought if 
taken together cans* a shipment to be tcrnifd "governnifntai' and 
therefore subject to <r*rgo preference. One of these fuc tor» * no whether 
the commodity U mini nuier an export subsidy HUC)I aH the transporta­ 
tion subsidy which allowed the wheat aale to Runsia in 19C-1 deapite the 
cargo preference cottceanion.

We want to make it clear that the committee report lar^ruage refers 
to export subsidies «wh aa a transportation subnitfy and ti< t >•• export
•ub&idies under tbt Internationa! fir anus Arrangement The uurid 
market prices for wheat are governe*! by the Internati*>; *S Grain* 
Arrangement of 196^ Under the mechanism providwl in ti -.* arrange­ 
ment, international ar»d domestic pri< %e« for wheat vary. At vn* present 
time, Arnencan wheat exporters pav an ex[>ort tax on gome eiaatM of 
wheat. With a cbaage in the wor(d price market, American wheat 
growers may receive an export subsidy if the price of Amen' an wheat 
goes above the world market price. The sales under the Ir.^rnaiionai 
Grains Arrangement whether including an export tax or subsidy, 
remain private commercial transactions.

WALTEH F. MOXDAUC, 
CHAKLEK H. Fiacv. 
HAKOLU E HVOHES.



Individual Views of Mr. (ioodell
The Export Expansion and Regulation Act of 11fc>9 reported by 

this committ** ha« my full support It will give American hu*ineH»e« 
a greater degree of flexibility in the conduct of foreign trade It will 
encourage the peacabli Kant-West trade relations that are desirable 
to help Foster an international! atomnphere of negotiation, rather thai, 
Confrontation

Nevertheio- 1 regret 1 ani unable to concur vu<:. that portion of 
the commit iw i majority rejM»rt which pertains u> the present ,*»<> 
percent Amen Jtn-flag cargo preference for Ewt-'V-- un exjMirta.

Knrher \er*t >n* of this bUl contained a provinioi .-rd -«•< i»..n 
4(f) that w<> ski have barred this* 50 percent carp '-MM,. •

1 opposed the adoption of this provision, and • '•«! thwi the 
committee h< i<i hearinfr« «> that representative ,e maritime 
industry- the industry m<«t directly atfected — wt.i «• the oppor­ 
tunity to nubrmt their views. At the lie»hn^. he -July 10, we 
received ven persuasive testimony from this indu- *;.<! al-Mi from 
repre^Mitativei* of the Department of State and Oi«- I>»-partment of 
Commerce aii opposing section 4'f).

For many years now. tin* American merchant iu.irme Im* been 
deriiniiii: in »4?,e and strength Over two-thirds of 'h«* Heel %*•>%?!» 
depend neavdv upon cargo preferencec which allow •; «>jn to compete 
for commercial c'ar^i>e> in foreign trade.

The prop«»«,*«i elimination c»f the 50 j>ercent bottom^ requirement 
would net an undesirable precedent fur elimination <>f otner cargo 
preferences at a time when our merchant fleet is at a *eriou* com­ 
petitive disadv atutttgf

The teatimony heard by the committee on July 10 rjpiMirtwi thin 
ponition As A result, the member* of the committee • •<><) to delete 
thin provision in the bill.

However, the majority report contain^ language whu h direct* the 
Department of Commerce nharply to limit the scope of ihe 50 percent 
cargo prefenatict.

This languafe w, I believe, objectionable for the **iue reas4in» ax 
u as the proposed sec'tion 4 f> that WH.S deleted.

There is no need for this committee to issue directives to the 
executive branch on how the cargo preference* rule* should be ad- 
miniHterexl. Adnunistrtttion officials have testified t' "neither 
desirable nor ncves&ary to deal with this matter by .• r «• meaiw " 
The President, by existing legislative authoiity, is able u. deal flexibly 
with the question of cargo preferences a.s changes in our foreign trade 
needs occur.

The inclusion of this language in the majority report, can serve 
only to hamper the executive branch in administering the cargo 
preference rui«» in a nVxiM«- effective fashion.

CHAKLE?. E GOODKLL.
(81)
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