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APPENDIX B

.

FORETGN ECONOMIC INTELLIGENCE REQUIREMENTS

———r

RELATTNG TO THE WATIONAL SECURITY

I. Functions of Foreign Economic Intelligence as it Relates to the
Security of the United Statos

A. The primary function of foreign economic intelligence in the
service of national security is to provide the basis for United States
policy formulation and action by: (1) providing a factual and objective
analysis of the economic situstion in foreign countries as it affects
the interests of the United States; (2) determining probable future
developments of concern to the United States through analysis of
economic factors; and (3) assisting, on the basis of economic evidence,
in determining the feasibility and probable consequences of alternative
courses of action open to the United States.,

Be A great many agencies of the United States Government in the
discharge of their own special missions collect econamic information and
perform economic research concerning foreign countries.l Virtually all
of this information and researcin is or may be relevant to one or another
specific problem of national security. It is the primary duty of the
agencies represented on the Intelligence Advisory Committee to see to it
that data collected and analyzed for many purposes is brought to bear on
national security problems, and that such additional information is col-
lected and analyzed as may be necessary to furnish the answers to critical
security problems.

Accordingly, this paper, while recognizing the need for the
Tullest interchange among all intcrested parties, concentrates its atten-
tion on the requirements of the TAC agencies for ecconomic intelligence
relating to the national security.

Ce In order to determine how the relatively limited economic intel-
ligence facilities, both within and outside the Government, can make their
maximum contribution, and in what directions their efforts most need to be
augmented, it is necessary that there be established and maintained machinery
for combined economic intelligence analysis on a priority basis. Such
machinery is recommended elsewhere in this report. The purpose of this
statement of requirements is to suggest the perspective in which a continuing
program of priority intelligence problems might be vicwed.

l/ A summary of the nature and extent of such economic intelligence is
included in this report as Appendix C.
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De Such a program must includss

1. Defining authoritatively the economic reports most
needed in support of United States national security policies and
actions.

2. Determining the particular sconomic research studies,
of an ad hoc or continuing character, most urgent and essential as
a basis for the reports listed in 1 above.

3. Organizing the requisite economic reports and research
studies, including the allocation of tasks among the various
interested and competent agencies and the merging of the results
of individual analyses.

i, Defining and arranging for the collection of the cconomic
information, not already available in the Govermment, which is most
sasential to the preparation of the estimates and rescarch studies
listed in 1 and 2 above.

5. Reviewing the processing facilities (translation facilities,
industrial registers, document indexing, map production, ete,) and
the techniques of analysis needed to exploit raw intelligence materials
most effectively,

The following sectilon (Section II) attempts a classification of the
reports and studies needed primarily for Govermment policy and plamning
purposes. Some of these might form the basis for National Intelligence
Estimates or might be combined with other factors to support National
Intelligence Estimates of a wider scope. Section ITII outlines the catem-
gories of operational intelligence interest which must be coverad by one
or more of the intellipence agencics on a continuing or ad hoc basis,

The outline of research and information requirements must be designed
to support the intelligence studies outlined in Sections II and IIT, and
will, in part, grow out of these studies as they progress.,

IT.  Foreign Economic Reports and Estimates Most Necded in Support of
National Securilfy Plans and Policics - —

A, Introduction

The gravest threat to the security of the United States and the
free world within the foreseeable future stems from the hostile designs
and formidable power of the USSR, and from the nature of the Soviet system.
At least for the immediate future, therefore, first priority should be
given to economic analysis in support of policies relating to the conflict
between the Soviet and the non~Soviet worldse. This requires intelligence
relating to the capabilitics, the vulnerabilities, and the intentioné or
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probabie courses of action of three main groups of countrics: (1) the
USSR and Its satellitos, including Chinas (2) the principal Furopean

and Aslatic allies of the United States; and (3) a2 band of countriss on
the fringe of the iron curtain not now clearly in either camp, but
potentially contributing to the strength of one or the other. Also
important to naticnal security is intelligence relating to particular
resources in the rest of the world, principally in Africa and Latin
America, which contribute significantly to the strength of either centor
of power.

Studies dirccted at the capabilities of a country or complex of
countries should be designed to reveal what limitations the econcmics of
these countrics place on what they can do, now and in the future., This
relates not only to their capabilities to take military action and cold
war measures, but also to their capacity to provide their populations with
the rising standards of living necessary to political stability under free
institutions. Vulnerability studics focus on the susceptibility of onc
country to the application, by another power, of selccted devices designed
to reduce its capabilities; in other words, how we can hurt them or they
can hurt us, Studies of intentions or probable courses of action seek
to present evidence which™will rovesl whhioh of several alCernative courses
of action a country will follow,

It is tempting to divide intelligence problems into those concerncd
with the maintenance of the peace and the strengthening of free institu-
tions, and those relating to the conduct of war if war should become
unavoidable. This dichotomy overlooks the twin facts that policies to
maintain peace must be based on the begt possible intelligence as to
relative military strength and intentions, and that the outcome of a war,
should it come, will depend importantly on the stability and effectiveness
of civilian cconomies, Hence in illuminating the major policy problems
facing us, intelligence as to nilitary capabilities must be cloéely
blended with analyses of civilian economic development.,

The framework of the outline below reflects United States security
interests in the capabilities, vulnerabilitics and probable courses of
action of the three sets of countries noted above and in the strategic
resources of the rest of the world. Within this framework are examples
of reports and estimates that should be given priority treatment in the
foreign cconomic intelligence cffort.

Y

B. Fconomic Analyses Relating Lo the USSR and its Satcllites

The problem of economic intelligence rclating to the iron

curtain countries is a special one in several respects, Considering
the present state of our knowledge, this area probably has a higher
priority for additional intelligence effort than any other. There is
a great need for intense effort in the collection of detailed information
on this arca. This collection is more difficult and costly here than
elsewhere, and hence the sharp definition of priocrity requirements for
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collection is more urgent., Also the cost and difficulty of collection
place a greater premium here than elsewhere on the development of special
techniques to extract the maximum amount of information from the limited
data obtainable. In view of the hostile intentions of the Soviet bloc,
analysis of its capabilities for military and non-military aggression,
its vulnerabilities, and its intentions must take priority at the moment
over cstimates of its capabilities for peaceful economic development. In
general our present knowledge of certain industries and intermediate
segnents of the Sovieb economy, while weak, is better than our knowledge
of the aggregate resources and capabilities of the economies as a whole,
either of the USSR proper or of the whole Soviet bloc., There is also
great need for accurate knowledge of the civilian and military requirements
of the economy of the Soviet orbit under conditions of "cold" and active
WAl

While it is recognized that Soviet control over Communist China is
possibly less rigid and direct than that over the Eastern European
satellites, 1t is belleved that within the framework of this paper, China
should most logically be classified as a satellite.

Examples of high priority economic intelligence projects are as follows:
1. Analysis of the cconomlc capabilities of the USSR and its

satellites Yo engage in military action or to employ "cold war™
ueasures against the United States and its allics or against "neutrals"

a2, Wartime Capabilities of the Soviet Bloc to Meet
Essential Civilian and Military Requirements for Selected
Critical Items (c.ge, electronics equipment, cooper, tin,
aviation fuel, speccial machine tools, ferro-allbying metals,
precision instruments, natural rubber, etc,)

b.  Economic Capabilities of the Soviet Bloc to Deveclop
apd ?roduce Selected Military Items (e.g. atomic weapons, guided
missiles, germ warfare agents, radar, long-range jet bombers,
tanks, submarines, etc.)

‘ Ce Effec@ on Soviet Economic Capabilities for Prolonged
War“of the Acquisition by the USSR of Additional Areas, Such as
a) Western Europe, b) the Middle East, ¢) Japan, d) Southecast Asia

r d. _ngr—all Eponomic Capabilities of the Soviet Bloc as
a Wholg Slmultaneously to Conduct Specified Military Campaigns
and Maintain Essential Civilian and Military Production

e« Effect of the Korecan War Combined with Western Export

Controls on the Capabilitics of the Chinese E ' i
- [¢] ] e LCO
and Without Sovict Assistance... X nony Both With
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f.  Economic Cepability of the European Satellites
Unassisted by the USSR to Vage War on Yugoslavia. Require-
ments for Soviet Assistance

2 Capabilities of the Soviet Bloc to Vage HEconomic
Warfare Against Non-Soviet Nations

2¢  Analysis of the economic vulnerability of the USSR and
its satellites 10 measures of economic warfare, psychological warfare

———

and to military atlack, including strategic bombing

2«  Vulnerability of the Soviet and Satellite Econonies,
Including Chinats, to Strategic Bombing with Particular Reference
to Their Vulnerability to A-bomb Attack

b,  Vulnersbility of the Soviet Bloc as a Vhole to a
Wostern Program of Economic Warfare, Relative Vulnerability
to Various Measures - Overt and Covert

Cs  Vulnerability of the Chinese Economy to Western
Controls on (a) Exports to China (b) Shipping

d. Vulnerability of the Soviect and Satellite Economies
to a Program of Induced Defection of Key Technical and Indus~
trial Personnel

es  Vulnerobility of the Soviet and Satcllite Food Supply
to Biological Warfare

3¢ Analysis of economic indications of probable Soviet and
satellite courses o?'military, and political action and analysis
of all Indications of prebable Courses of 6oongnio action

as Economic Activity Within the USSR and Its Satellites
Which Might Reveal Their Intention to Resort to Militery Action

b. Patterns of Allocation of LEconomic Resources for the
Production of Military Ttems Within the Soviet Bloc Which Might
Reveal the Kind of Military Operations Contemplated

Ce Courses of Action Likely to be Taken by the USSR in
Response to an Effective Western Program of Export Controls

. de  Soviet FEeconomic Measures With Respect to China Which
Might Reveal the Extent of the Political and Economic Integration
of These Countries

€. Evidence Which Might Suggest What Air Target Systems
the Soviets Would be Likely to Adopt for Western Burope

B5
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Co Feonomic Analysis Relating to the Principal Furopean and
Asiatic Allies of the United States

This group of countries poses very different intelligence problems
from those of the Soviet Bloc. In the first place, a great deal of de-
tsiled econcmic information about them is either actually or potentially
available., Secondly much more work has been done in analyzing the aggre-
gate resources and capabilities of these countries than in the detciled
analysis of particular industries, facilities, and services. Nevertheless,
this detailed information can be secured with much less cost and risk than
in the case of the USSR. Hence svecial research techniq-mes to exploit
every scrap of data are less urgent than effective programs of data collec=
tion, collation, and analysis by more conventicnal means.

Since the intentions of these countries can be more directly cbserved,
a lower priority attaches to economic evidences of their intentions than
in the case of the USSR, Their capabilities to contribute to the military
strongth of the West are important, but their capacity to stabilize and
develop their over-all economies is of equally great concern. Since they
are in the maln industrially mature economies, the intelligence about them
of conccrn to us generally relates less to basic resource development than
in the third and fourth groups (Sections D and E below) and more to cconomic
organization, finance, and industrial structure. Their economic vulnera-
bilitiecs to military attack, sabotage of all kinds and cconomic warfare arc
sub jects of very high priority.

Sample priority research projects are:

1. Analysis of the cconomic capabilitics of the principal allies
of the Unitod States to enpage jointly in military action or to wage
fcold war® in conjunction with The Unitcd States against the USSE and

its satellites

2@ Economic Capabilities of the NATO Powers (c.g. United
Kingdom, Belgium, France) to Produce Selected Military Items
Under the Current Rearmament Program

b.  Capabilities of the non~Soviet Nations in = Joint
Mobilization Effort to Meet Essential Civilian and Military
Requirements for Selected Strategic and Critical Ttems (CeBes
sulphur, copper, lead, zinc, aluminum, coal, steel, manganesc)

~ Ca Importance of Western Burope and the Middle East to
United States Lconomic Capabilities for War

' 2e Anqusis of the capsbilities of the allies of the United
States to maintain economic stability and to dovolop Thelr eeomomies

+
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ae  Capabilitics of Selected Aliied Netions
to Maintain
LZEOnomLC otanlllity Under the Uurrent Rearmament Program

b, Capabilities of Selected Allied Nations to Carry
Out Programs of Civilian Capital Formation and Improvement of
Productivity Concurrcntly With the Discharge of Their Military
Obligations

Ce Economic Dependence on Trade With China 25X6

and Southeast Asia. RequiremelTS ITor Foreign (primarily
United States) Assistance

d. Consequences of Cessation of Trade With the Soviet
Bloc for the Capabilities of Selected Allied Nations to
Contribute to the Allied WMilitary Effort and Develop Their
Economies

¢. Importance of Foreign Economic Assistance (primarily
United States) to the Economic and Political Stability of
Italy, Grecce, and Turkey

£, ssential Elements of a Raw Material Program Designed
to Mceet the Requirements of Both Western Rearmament and Western
Economic Stability and Development

Eeo Requirements for Econemic Assistance in Korea During
the War and During the Post-War Period of Rchabilitation

3. - Studies of the economic vulnerability of the principal
allies of The United STates to moasures of oConoiic Warlfars (including
sabotage), psychological warfarc, and military attack (ineluding
gstrategic bombing), with special referonce o tho protective measures
nocessary Vo reduce This vulncrability —

as  Vulnerability of the Economy of Non-Soviet Nations
to Strategic Bombing, i.e,, to Target Systems Most Likely to
be Adopted by USSR

b,  Vulnerability to Sabotage and Similar Covert Measurcs
of Raw Material Supplies and Production Facilitics of Strategic
Importance to the Joint Mobilization Effort of the Non-Soviet
Nations. Protective Actions Most Effective Agalnst Such Measures,

Ce Vulnerability of the Non-Soviet Nations to a Soviet

Bloc Program of Iconomic Warfare. Relative Effcctiveness of
Various Overt Mocasures.
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L. Studies of probable n~llied courses of military, political,
and cconomic action with special reference bto the extont of their
alignment with ~nd support for Prograns wnd neosures a{fuctiqg the
sccurity of the United Stales

Aa Economic Activity of the Allies of the United States
Yhich Reveals the Extont of Their Support for the Program of
Export Gontrols aigainst the Soviet Bloc

De Dconomic Analysis Relating to Furopcan and Asiatic Countrics
Not Now ClCorly Aligncd Lith wither center of Powor

The countrics inaluded in this list will no doubt change from
time to time, but now include at least Sweden, Switzerlasnd, Yugoslavia,
Tren, India, and her neighbors, and much of Southeast Asia. Intelligence
requirced on thesc countries diffors from that necded on our firm allics
in severnl ways. Firstly, much highor priority nceds to be given to
econumic indications of the intentions of these countries. Secondly,
studics of their capabilitics te contribute to Soviet military strength
and to assist the Western Powers are of about cqual importances Further,
they arce likely to be a principal battleground of idealogical and economic
warfare as conducted by both groups of powcrs. Thelr copnabilitics for
eccononic develonmnent and our abllity to influence their attitudes by
assisting in this development are, thorefore, of great importance. . Unlike
the major Duropecan allies, the economic problems of the Near Eastoern and
Tar Bastern countrics arc not so much those of high employment and industrial
stabllity and productivity as of cxploitation of basic resources, organiza-
tion and productivity of agriculturc and promotion of public health and
cducation,

In genernal, our cconomic information is inadequatc on these countries
not becouse we are denicd access to it, as in the case of the Sovict bloc,
but becruse it has never becen assombled by anybody to anything likc the
extent provalent in Western Burope. Strategic resources arce important in
many of thesc countrics, but we have a great intercst in thoir total

cconomic position as well as in their specific cammodity and scrvice contri-
butions.

Examples of problons ares

1. fnalysis of the cconomic capabilities of ™ncutrals" ‘o
maintain thoir lﬂdanondonuu Trom the UoSR and 1t8 satollitos omeo
support tho military and fcold wart cilerts of the United Stales™
and its alilcs

A Deononic Capability of YugoolQV1< to Defend Itselfl
Against Satellite attock. Significance of a Loss of the
Danubian Plain

B~
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b,  Economie Capabilitics of "eutpal Nations to
Contributce to the Militory Potential of the USSR

Ca Econonic Importance of These Nations +o the Vestern
Defense Effort

2,  Analysis of the capabilitics of Mnoutrals" to maintain

L
ot — ——

ceononic stability ond To Tovolop Thoir GCOnomics

a.  Capability of Sclected "Weutral® Countrics (cogts,
Iran, India, and Yugoslavia) to Maintain Econonmic Stability
and to Develop Their Teonemiocs. Requirenents for Forcign
Assistance

3+ Analysis of the cconomic vulnerability of 'meutpalt
countrics to cconomic, political, psychological, and militory
MeASUres, With spocial roloronco to Ehg possible InTluonce of
thcse measurcs on thoir aligmmont TR and cconomlc support for
elther group 9£ POwCr's

s Vulnerability of Selected "Neutpal® Nations to
Zconomic Pressurce from the Soviet Bloc Designed to Force
Economic Alignment Vith Tt,

be  Allied Capacity to Influence Attitudes and
Allegiance of Asiatic Countrics Through fconomic Develops
ment Programs

lis Analysis of probable "neutralt courscs of military,
political and cconcmic netion with special reforence 6 The extont
of thelr aligament with nd support for proprams and monsures
ETfecting*Eﬁe security"2£ the United States

Qe Leonomic Activity of "Heutral" Nations "hich
Reveals tho Ixtent of Their Suppcert for the Progrom of
E@mﬁCmﬁmﬂsAgﬁmtthz&wnthm

B Economic Analysis Relating to the Availability, the Importance
to Either Sct of Powcrs, and tTho Viulnerability To Interruption ¢f the Flow
of Specific StTataic Matirials and services from Ofhor Aiross, Principally
Africa and L3R merics

The general economic siturtion in arcas other than those cutlinad
in B, C, and D sbove is important for nay ~spects of United States policy.
The impact on our national sceurity pesition of gencral economic conditions,
capabilities, and intonticns in such regiens as ifricn and Latin America
is of considerable importance since the United Statos depends vitally

B
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upen the strategic raw material resources of these areas, the cxportable
surplus of which has to be shored by the Western Allies. It should also
be noted that part of these raw materinls arc being exported to the Soviet
Bloc. The intelligence wmost wrgently requirced on these areas, then, is
specific detalls on a limited number »f resources and facilities, actual
and potential.

Intelligence on cconomic develcpment programs and possibilities in
these arcas is of interest nore for the effceet of such prograns on
strotegic material availabilities than for their dmpact on pencral con-
aitions or standards of living.

The required infcrmation wlll normally be accessible, though some
kinds of data such as that on forcign financial holdings, international
corpernte connections, and ultimate cowntry of destination of shipments
sometines has to be sceured cevertly.

Lxomples of priority economic intelli<cnce studies are:

© G ossibilitics of Expanding the Output of Sclected
Strategic Materials Criticel to the Allied Defense Effort
Through Development Progroms

be Organigaticnal and Physical Channels Through Which
Critical lMaterials Reach the Soviet Bloec., Vulnerability of
these Channcls to Interruption

Ca Posgibilities of Substituting Other Sources of
Strategic Materials Now Denied from (a) Vestern Iurocpe, (b)
Southeast Asia, and in the Event of Loss of Fither or Both
These Aircas to the Soviet Bloce

de Probablc Reaction of Countrics in This Group to
Lconomic arfare Measurcs of the Allics Agninst the Soviet

Blocs Degrce of Cooperation to be Expected

1L, Reports for Use in

——r—

> Suppert of Operations or in Implcmentation of
Ixisting United States Govornment PLans and Policics ﬁ“

s Introeduction

isgenciles engaged in the implementation of certain United States
Government plans and policics continually require a large volume of
cconomic intelligunce reports to support their operating activitibs., These
reperts gencrally must contain current and det-iled cconemic intelligence
cvaluated against the backeround of the basic studies of capabilitieé,
vulnerabilities and intentions noted in the preceding scetion (Section II)
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Agencios responsible for cwrr"'ﬁv sut marticular plans and pelicies must
h intelligence offices are prinnrily responsible for supplying

3
know whicl
the econonic 1ntelli”“ncc nocd@d te support their activities., [Listed
below are suggestions of the kinds of ccononice intclligence which are

—————-

roguired for opufatloﬂﬂl purposcs on cither a continuing or on ad hoc
bosis, Bl

B. Econemic Reports in Supvort of Military Plans ond Operations

1. Reports on the Logistical Capabilitics of the USSR and
Its Satellites During Specific Operations

Za  Remordts on Strateglc and Tactical Targets *iithin Jreas
Controlled by the USSR and Its Satellites During Specific Operaticns

3 R@po“t Relating to Logistical Supnort for United States
and /Allicd Porces During 3pecific Oporaticns

o]

lis Reports on feonomic Conditions 2earing on the Maintenance
of Law and Order and the Prevention of Discasce and Unrest in Areas
Under United States and 1licd Military Control

Ca teononice Repcorts in Suppert of Currcent United States and Allicd
Psychological and Diplonatic 1fonsures U0 Toaken tho Loon and T8 T IoTTes
or bo Strengthen the Allics of tho United Statcs and Mioutrols?

This apnlics both during wartime and during the "eold war®
1V Tconowic Reports to Support Veice of America

e meonomic Reports to Support the President's Committec
on Raw Materials

3.  Economic Reports in Support of Cortain Dinlomatic
Negotintions (cege nogotistions relating tos

e tiae sceurity of strategically important industrial
operations in forcign countrics;

be a civil aviation agreonont with rospect to the Soviet
bloc; and

Ca cconmiic assistance for specific countrics)

Da Teonomic Reports in Susport of United Statos and Allicd Beonomic
Warfare Heosurcs (OVert cﬂu~aberb) to Vicaken the USSR and ITs Satollitos
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This applics both during wartiace and during the prescnt “cold
war"

1. Economic Reports Relating to Export Controls

2a deonomic Reports Reloting to Foreign Funds Controld
3 Feonomic Reports in Support of Preclusive Buying
lis Feonomic Reports in Support of Covert Measures

e Feonemic Reperts in Supnort of Current United Stotes and
21lied Progrims of Leonainic Assistance and Joino dopiligaticn for Defense

1. Eeonomic Reperts in Support of NSRB

2e Beonemie Reports in Support of Undlted States Stockpile

Progran
3 Feconomic Reports in Support of Spceific Feonomic Assistance

Progron (ceg., Add to Yugeslavia).

B-12
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