" : Ly T K protec‘b ’bhe domest:.c econom,y fram the excesaive

‘of gearce materials and to reduce the. mflat:.omxiy 11::;7a
of abnomal fere:gn demnd, : :

vigil,anca' ov ,
standpoint of ﬁhe:u- _signiﬁcame o na -onal

cerned solely with the r natioml securi
xport'oontrol vpa:dmm and speo:.fioally with the 8

.ad . well ag oi‘ parallel mmsnres ;
Vi 5 'r'bi’b'” Sovi

“ A.This memorandtm hes- noi; ‘beea- coordinated with h _

organizations of the Departmenta of Smﬁe, Amy, '
?Au' Forcea .




, ,genaa'a.‘l contrimted mxbs‘hantlally

S E tomrdlimitingthadevalomem Satellite scomomie ea 181
b for war, (For evomple, US ship Soviet orbit (emalin
A of ropemetallic mnerais, matals mm. producta, 1 vehjmleéé -

and. chemaeals for the firet aix months of 1947 wers valuea at &139,600,000;
949, the velus of these shi .

BT S dropped to &7»800,0000 Although?theae shipmernts include eome'ﬁ‘-ems not 9_::
55 the I-A end 1-B ligts, they gensrally vepresent the major categories. to .
: ‘vhich restrictions are epplied.) Enforcemant of US expart contrels, hovevex,
bas not been ocmpleta]y satisfectory nor have the comirols beem the solg -
faotor in limiting t.he export of - s&ategiozi i‘bema %o the Soviet-‘orbﬁ.t. - Th '

The US export control pwom'am haa 1n
t of Soviet/

_ K san mzpport ‘the US" mr‘b n gr:am with ef:.ec‘b:.ve resﬁrmﬁiona up«-
E ‘on the uport of prohibited. itema the: Soviet orbi'!;o L _

" conitrols on some itema by’;tm _m'r.iéns;;md (d) inability of
the USSR or the Satellites to provide either the goods oy the
foreign mhange necessary 'ao pnrchaae the restrictsd items,

.._1‘5,-_'... 

S




‘Satellite war potential by eiph
,duction, ei‘f eenta

‘ Tha conditians liated above ara mpidly diaappearing. T‘zze degree -
- of industrial recovery in Europe, and perticularly the revivol of imw
dustrial production 4a Germany: and’ Japan, is eliminating mogt of the -
aforementiored reatraintg on o :
to the Soviet orbite Thus'ﬁ a M
inplementation of the. 0S export: o
‘gree of cooperation thatid
dng -esrport control me iary.a
-action® by the ECR, natio
adeq‘aate and tmless

’.ne the effeet:.venéss

* In view of the}m’*emﬁn'a nont  on developmg the Sov:.e'h/

ﬁr&aléndmﬂitarymo-
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- The -Soviet orbiﬁ-dmt: hag.e; For tha ﬁ z g. (

} 'ma‘&alwork:tngmohinery as o For mos par- these
) o speoial materisls, specialized e g knowledse, a
deg:-ee of gkill in their mamfacture end specislized. mmmracﬁnﬂ..ng
~ equipment. Any ofte o a combinntion of the above . factors. can prevent
- produation within the Soviet orbit of such ImA - itcon ap spﬁ.ral bevel gear

- generators and gear cutiting machines, automatie ogeillating race mdial
grinders, dynamie belancing machines, and. mam- other v-typea of maching -
toolg -inoluding those deeig,ned,apecifioally
of trateg:l pa.*oducts. SEERR

i il |
’ _dopsndent on 1mports 'of machine too
frozn comtriea outs:lde 'bhe orbit, Aithcugh Soviet/Sa.‘hem

The value of US exports of me ‘machinery
- USSR totaled $13,600,000 from J‘amary thrcushm
‘during the . sane six-months period in: 1949, exports: of
"USSR, were valued at only $108,000, - re g
“th US export control prngram. : -'.”1 o

R x ._Us denials, however, ‘have not en‘tirely depriv,_ed%he; Soviet 'bloc of‘"‘-“— T
R, A ¢ (-7 - necessary imports. Some 1-A machine f0oolg have boen - ‘shipped by BCA
v ‘ coun‘cries ag a result of tardy parallel action, misinterpretati.on of US

A mNns o s g e o g e



comndity l:f.stinga, and prior obligations, Sidtz

1

. . lig zerland, Sweden, Western
Germany, and Austria have instituted no effective parallel action and ‘have

supplied & significant quantity of 1-A itoms.,

. Controls in this category have been effective in 1imiting -exports to -
support somo vital sectors of the orbit economy; but their utility is sexdl- -
ously threatened by inconsistencies in denials and approvals, nomenclatire
difficulties, the lack of psrallel action, and clandestine trade, =

1-B List

- US controls in this ecategory have been’ generally effective; tut Western
European exports have largely negated US efforts, . Although these shipments
have contributed substantially to postwar recovéry in metyy segments.of the
orblt economy, the rate of industrial expension within the eastern bloo:: °

- large moasure on the contimued imports of this rachinery = -

O
! B
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Anti-frietion besrivgs (ball, roller, and nssdle bearings) are of
ceritical importanse in the produstion of alvorafl, tanks, armored - .
vehicles, trucks, ad in the mechines used for the namufacture of cheils
bombs, guns, and all ftems of mnitlons, as well as for maching tools
and mechanical . produciion equipment of all types,

or m, cotntiries in tha-sdvief orbit, only the USSR end tﬁe Sovzone
of Germany are now produoing complete bearings, Osech produstion con-

sistsinassamhungbsaringa‘frmimpwtedoanpmentpaﬂamdm
domestic parts, Before the war the USSR and the Satellites depended to

a great extent upon Sweden ond Germany for their supply of precision

- enti-friction bearings,
During the war; the Scilet Uilon placed a kigh iriordty on tmports -

from the S of enti-frictiocr. bearings, and ordered many millions of then
.’c’t:a'g:h use on alreraft and tars. Thd initial requisition, totalling over
elght and one~half million bearings, wes quickly pupplemented by requests
for edditional quantitles. According to Sovlet Aubasseder Mtvingw. =
Souet"_prodmtion was neiither suitable nor sufficient for those requirg~

ptadb ol .

meching has placed an wausus) demasd oa anti-friction besrings,. The :

ihe enphasis of the Soviet m'ba.tbn the building

- menbs,  For many of the oritiaally required aizes, the Soviet ofbit is o

100 percent depandent upon imcrte,

axport control and to a lesser ¢xtent, to actual demdals of 1icemses.
Up to this date, parallsl wtlon of 0A comtries has nbb passed

~beyond-the disoussion stage. - An a matter of fact, the 1B has not tself

placed anti-friction bearings on the 1-A 1ist, The matter is presently
up for action with a recommendalion of a technical committes that it be
raised from 1«B t0 1-A due to tiwir gtrategle importencs,

' Exports from ECA countries contimue to the Soviet erbid based %o &
~large extent on trade agrecments, Most of the major producing cowntries
have indicated that they will cooyorate in ostablishing export controls,

3w
VT




With the possible exception of Sweden, 1% is anticipeted that these wilk"
be made effective in the usar futwe, ' T

Non-ECA countries ere not producers of bearings and as such are noG
a fector, Switzerlard?s total preduction amounts to about four arnd one=—
half million, Thelr exports, vhile important iz the precision cluss, are
not large, ‘ - '

. Clendestine trade in amti~friction bearings has become a big businass
in Europe. Ample evidence of this is available and has been confirmed,
Shipments range in size from carload lots to suitcase loads, Principal
routes are through Germeny, Switzerlend, and Austria, Sources of supply
include the 18, Bizonla, Italy, ard Sweden with préference given to pro-
ducts of the US and Sweden as being of higher quality. Trade orgrydzations
set up by the USSR, Czmechoslovakia, and Poland, directed ‘by lbscow, have
~as one of their major objectives the securirg of bearings of various sizes,
Lists obtained indicate the high :rlority given to those sizes suitable for
- tank preduction and the quantities involved eliminate the possibilities of

their use in heavy nachinery or normal industrial use.

Up to the present time, export controls have been to a great extent -
on a voluntary basis by most I8 bearing marufacturers, Somé dealers have
exported bearings ostensibly to Switzerland or to the ECa comtries, MMany
of these phipments have bsen traced as transshipments o the Soviet orbit,
gome through Holiand, others through Belgium or Fronce, ‘

The potential effectiveness of export controls is véry great and would
sexdously hemper further development of the Soviet orbit military potential .
Even without the cooperation of Sweden, the result would be aboub 85 percent
effective in reducing production of the Soviet orbit by a very wide marginm,
The USSR has prohibited Czechoslovak wschine builders from using Soviet .
-bearings in machine tools destined for the USSR, It appears hardly: possi
. that they would use these boarings of obviously low quality in alreraft, 7
tanks, or other weapons where replacement would not be. possible 'in- the event
of fadluwre,” - - . SERRS N




-4 and 1-B Lists

The Soviet orkdt is expericncing a shortage of precimion instruments »
scientific apparaetus, electronic testing and control equipment and allfed
items. This type of equipment is of the utmost inportance in the control
¢f qualidy produetion and is easential to eny program of research ard de-
velomment, Only three countries within the orbit, the USSR, Czsechoslowekia,
. and Hungaxy, produce significant quantities of items in this category. The
- sunm of their production cammot £111 the needs of the orbit economy.

 The three major producera lack ons or more of the elements nocessary
- for production ~- technical. knouledge, proper grade materials, or eqmip=-
- mont used in production, The remaining orbit countries lack all of thezs
or possess them in insignificant amownts..

~ Frowar sources for these items were the US, Canada, the UK, France,
Belgium, Holland, Switaerland, Swedenm, Ttaly, Germany, Austria, and Japan,
As a result of US export control and ‘cooporation by some of these countries,
and war damage in some of the others; these sources are no longer open to
the Soviet orbdt for unlimited use. P

.- The shortage was manifeste
by orbdt nations .to those countrie
eision and electronic ingtrum
were never filled, After the in »
continued for a trial period; then

The value of US exports to. the orbit in eight Important categories
of precision apparatus totalled $3,900,323 in the first six montha of 1947
campared with only $93,971 for the same poriod of 1949. Over 50 percent
of the 1949 figure represents shipments to Finland, These categcrics ine
clude electrdo indicating instruments; recording instruments and teating
apparatusy starting and controlling equipment; testing machines; industrial
Indicating, recording and control instrumentsy mieroscopos and acceggoriess
and sclentific instruments and lakoratory apperatns. - : ‘ -

: In order to abquire precision and electironic equipment, the orbit
countries have attempted to circumvent export control and ifs effecots. In
order to avoid export control reguletiong, they have placed orders with

the heavy postuar influx of orders

h were ebls to supply the prom
apparatug. - Many of these orders -
tion of export oontrols, these orders
Soviet orbit orders deereased sharply,

“5“



. ) abor o 10 & desrease ip
orbit ots, 4 ) e of laboratqry 4ppardtus hag sl
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- 'oil field equipment is shown by the
prevented 1ncrea.se in crude oil ou _p___

ENCIOSTRR #x. '

| Petrbleum Products and Equipment,
and ‘1-B Lists

~ Shortages of oil-well and specislized refinery equipment which have caused
the present tight petroleum situation in the USSR and satellites, constitutse
‘the major difficulty of the Soviet orbit petroleum industry. These -
deficiencies have hampered the rapid expansion of crude oil production, while
the contimiing shortage of specialized types of refinery equipment such as
catalytie cracking plants, and alkylation and polymerization units has seriously
restricted Soviet availability of vitel hiph-octane aviation gasoline. This
adverse situation in the Soviet oxbit apparently camnot be alleviated by the
expansion of oil eqripment production partially as a result of shortages of
fabricatod steel, measuring and control instruments, and other complex clemsnts
of the specializad typesof refinery equipmut referred to above such as '
special punps, ,valves and reactors. ' , : o

B sh:.pments of petroleum prodnots during recerxt years have not been "
instrumental in relisving the tight petroleum shortage or aiding any possible

war preparation by the Soviet Unlon or its satellites. In 1947, these shipments
.totalled only 0.5 percent of total Soviet supply and were considerably less :
‘than the amounts exported by the Soviet Uniom. With the exception of high-
octans aviation gasoline, and perhaps- special additives and-lubricants, it is
doubtful if cessation of petroleum exports of ‘this magnitude has had any .
appreciable effect on the Sov:let—satellite ar potentla.l or. economic development."

8’ never been self- S

eavily on foreign countries, L
upply. of drilling and other -
ortage of drilling equipment Co
he Second Five«!ear Plan. S

' The SOviet and satollit.es petmie
- sufficient in oil equipment and has h
' espeecially the US, .The long-stand

-~ The oil equipment defieiency, uhic arded the prewar development of

the petroleum industry, wes sggravated ~the war by destruction of plants’ .
producing refinery equipment and by conv on'of oil equipment plants to L
armament production. US shipments of: approximately $64 million workth of
equipment to the USSR during 1941-1944 was a decisive factor in keepinb the
Soviet petroleum industry in operation,

' ' Because the planned postnar expansion of the Soviet orbit petroleum
industry depends in part on the availability of equipment, and proper
. .exploitation of producing fields, considerable emphasis has been placed on the
rapid development of the equipment industry, By 1950, Soviet oil field
equipment production is planned to be 2,5 times the output in 1940, with a
considerable increass in the varxety of items manufactured. An indication of
Soviet requirements may be found in the $10 million worth of equipment shipped



to the USSR from the U3 in 1947; about half wuas drilling equipment, and the

- remainder cementing end prospecting equipment, During the first half o 1947,

sona well~drilling equipment was shipped by the US to Peland and Yugoslavia,

There were no shipments sent to the satellites in the first half of 1949. Ko
refinery equipment was shipped in éither period, . _

, It is estimated thal the USSR can produce only 35~50 percent of its high-
octane combat aviation gasoline requirements for full operatlional requiremsnts,

Specialized equipment, such as catalytie cracking plants, was introduced only

after the end cf the war by the shipreht and construction of two complete

- Amarican Houdry units under lend-leasa. - _ : :

. While the western embargo on shipwent of ofl Pi€ld and refinery equipmeit has no
drastically hampered present Sovici-sutallite ol production, the action on the
 part of the west has been instrumental in (a) limiting il field exploration

-and éexploitation; (b) delaying ihe exparsion of refinery facilities principally
- for the production of high-cctais gasoline 3 and (¢)/has probably delayed any
achemes of stockpiling strategic quantities of high-octane gasoline and
- lubrieants. 'Control over 1A and 1B shipments exercised by the ECA countries
- has largely prevented tlie Soviet Union and its satellites from circunventing
US eontrol. = - ' : . T




.  ENCLOSURE #5

Hon-Faerrous Hatals and Minerals,

1-4 and 1-B Lists

Copper, lsad, and indusirial diamonds are in short supply in both
the Soviet and satellite economies, Tin and its products, such as tin
plate and bearing metals are likenise decidedly short. The denial of
any one of these materials to the orbit, while not enough to disrupt all
military and eivilian production, would be a retarding factor. Even before
the war the area was ‘dependent on imports of copper, lead, tin, and in~
dustrial diamonds from Germany, Belgium, the Hetherlands, Britain, and the
United States. Yugoslavia also coniributed; and its loss as a source of
supply. for copper and lead is forcing greater dependence on non-orbit sourc

There  is very little parallel action by the ECA countries and while
control is sometimes pledged, it has been circumvented in various ways.
Industrial. diamonds are on the 1-A 1list, but the Retherlands supplies them .
to the Soviéts under & trade agreement signed before the licts were prepara
Copper; lead,and tin are supplied by CGhile, Mexico, Argentina, Northern
Korea, and China, all non-ECA countries, In addition, there is a clandestia
trade infcopper. lead, tin, and diamonds ihrough the western zones of
Germany; Austris, Switgzerland, Belgium, and the Hetherlands; and in tin

t;hroug?xjchi:;q, -Indochira, Siam, and Burma.

B ébntrbis_,have‘woriked fairly,iééll, and if parallel "action could be
-secured from the ECA countries, the shortage would be felt .in ail cofas:;triéaj

‘of the Soviet orbit despite small shipments from non~ECA countries,




' becauss the orgivial equipment, particul

Enclosure #6

Sleciric Power Gemerating and Dz-étribntion-Apparatus.

l—B—L}ﬁ}‘ the eleotric powsr industry, the major items in eriticelly shorg
Bupply are steam exd kydroelectric tirbines and generctors; switching
and control equipment; large power tramsformers; stesm boilere amd
btoiler tubes; eclectrical indicating instruments; and slectric motors

of over 200 H.P. ' ‘ oo

Comperative US export figures for the firat six months of 1540
reflect the impact of export controls; the totsal srount is less than
ons~gixth of that of the comparable 1947 period. Moreover, there s n .
radical change in the patterns the USSR secountsd for sbout 8" percent of
the 1947 amount, whereas Finlmné accounted for 80 percent of the 1949
amount, Foland 18 percent, end the USSR less than 1 percent.

Despite the lack of firm information as to the volums of eleetriedl
imports actually being delivered within the orbik fiom Western gources,
it is beliaeved that US export controls hove been effective in retarding
the industrialization plans of the orbit countries ‘through resirictions
on clectric pover oquipment. Even though the output of slectricity in
the USSR and some of the Satelliites ~clossly arproximates- the Plan goals,
this result is being obtainad by excessive use and overloading of :
existing equipment with consequent cgoeler:ted depreciation and lack of
~ FPeserve capacity #o necez-ary in cass of. o

tional émergenoy.

ut the orbit then ever before, = -
e of adequate electrie ‘service .
mist come from Westezn sources

arly in the Sztellites, come from

_ Hore slectrieity 1s availsble thron
‘but the demand for it is greater, Maints
- 'requires vital repatr parts most of ¥

~ Western Europe and the US, Prewar sowrees must . 1uo
‘tha major portion of the equipment nceded to increcss &lectric cepacity, ab

least for the next five to ten years, Continustion and improvement of
‘export controls will hamper industrial ‘procosses genaraliy and dslay
the orbit in reaching self-sufficliéncy in elcetric equipment,

10 =~

_mist also continue to contribute
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‘tranam"g rtation,
’ »l-A and’ 1-B Llst3~ : i
'I‘he most promounced shortage .’m the Soviet orbit transpoi‘tation syatem
is thatiof railroad rails. ‘Ihie shortage has reduced the foriel maintsnance
- replacésent of worn rails and is a factor in the Soviet fuilife to meet: the
railroad construction plan. The shortage is not vieved as agiite becauss,
E rightwf-way maintenance is apparently above minimum operatmjg levels;’ 'ia_nd
" becausé.fiew road construction of economic as well as strategltc importancé has -
I baen going on throughout the orbit area. S . s g

Ot.her apparent ahortagea are: '

. In t:'a USSR ~= tank cars, tank tmclm, ocean-going tankéx‘s, heavy-bﬁrden
freight oars including well-cars), and, tirea and tubes; _

| In thd'Satellites — motor trucks, tides and tubes, }oéomotivea,' x.*-'iﬁe
- way aional equipment, and satsty deviceb. o , Co

o Freig};t cars are not regarded as aerionsly showt because they are in
- : excesa of ‘the prewar inventory and’ ard; being mnut&ctut d af._(E _neg!j;.'y dot;bl_.e{ th‘e.
' ’,'.'ﬁprewar rate in the "USSR and’ about 10 -3 = té. in sat PR
1¥¢ . _

Py _’bélouprmrinthesiten_i ares
délays . in some areas bf -‘t ¢ ¢
(1n simortag‘éwas vorst

L Moter trueks 'are believed t.o 'bé adoquate hi the swiat Union, in viea bf S
'the limitations of. thé road network, but are in short supply in the satellite .
- area where the road systems are msh better developed, The. shoptage of tank -
- trukks is not .dritiédl in the orbit, -They are. required primatily for short '
" hauls; long haul deliveries of petroleum products are generdlly effected. bt
~rail. Necessary inventories of tank tnmks for thé Soviet Dnion can be min-
A,A._v,,..tained from the ample -truck- pmductio . , o

' Tankers are. t.he weakest 1isting in the Soviet .and Polish merchant tlee_té,
which dro now larger than ever before. %he othar orbit merchént fleets ars
below premar listings and are equally weak in tankers., Greatly expanded
marchant navies are planned for the entire orbit, but the bulk of the increase



- or rolling stock establishment.

 motor vehicl
S yards of Eng

" of 1949 than in $he first half of 3947, and the sxport of locomotive and car

mst be procured from abroad because orbit shipbuilding has not yet developad the
capacity to replace obsolete vessels, o

The Soviet Union produced virtually all its own basic transpbrt

equipment before the war. "Satellite countries produced the larger quantity .
of their replacement items but their basie railroad inventories were built in

‘Germany and Austria, which countries supplied some replacement equipment in

the interwar perjod. The satellite areas procured motor vehicles in the prewar
years in the world market.. Germany, the US , Austria, and Italy were the

- chief suppliers, Cerman and US vehicles being assembled in several east

European plants. . . ) |
Suéh ifefns-?,gé railroad signal equipment, airbrakes » and automat ic Ccuﬁlera

came chiefly from Germany and the US.

' Current :‘c:apab:llities of the :c‘)r'bit to produce major transportation

equipment items, locomotives, freight cars, rails, and trucks cannot be called
eritically inadequate, Special equipment is more difficult. There is some
production of signal equipment, automatic couplers, and airbrakes in the
orbit, but the orbit has made attempts to procure some of these items. from the
west, Their importance is greater than is at first apparent becauss they are
capable of greatly increasing line capacities without changing the locomotive

- The extent of the presént shortage is mpat apparent in spare parts for -

icles and aircraft, and in merchant. vessels, particularly ocean- ~ .

going tankers, ' Some _shipping on Soviet orbit account is under construction in =
ngland, Holland, B nierk, Sneden, and Ttaly,

rols governing the shipment of transport equipnent from the U5

to the Soviet orbit have been effective, Shipments of the key items — Diesel

engines, locomotives, and froight cars — were mich smaller in the pirst half

- parts fell sharply over the same period.

‘During the first six months of 1947, shipments to the orbit were made |
which are now covered by 15 of the 23 restricted categories on the ® A" aind "B

lists. A large majority of them went to the Soviet Union, including 129 out of A

241 ciesel engines, 102 of the 111 locomotives, all of the 29 freight cars,

- and 99-of the-111- five-ton trucks, -

From January through June 1949, shipments representing only nine of the
restricted items wers made, and the sole shipment to the USSR consisted of three
trailers, Althgether, neither locomotives nor freight cars s and only twelve
five-ton trucks and two Diesel engines were exported to the orbit during the

- 12 - |



first half of 1949. All of the tires and tubes, Diesel engines, and
condenser tubes, and all but one of the trucks were shipped to Finland,

Although known exports of major transport equipment from ECA countrie -
have been limited to the merchant ships on order in western shipyards mention
above,and to motor trucks and busses built in Britain, France, and Italy for
- satellite states, eight trade agreements have been made between ECA and orbit
countries for supply of 1A and 1B list items, Some components, such as wheel
rims, boiler and condenser tubes, and axles, were imported from the US in larg
quantities in 1947 and from Bizonia until the "counter blockads" of 1948,

Some clandestine traffic in aircraft and aircraft parts has gone on between
Western Europe and the satellite area, particularly Czschoslovaiia, ‘

In summary, the US controls have been highly successful in r‘educing; orbit
procurement of 14 and 1B items, but théy have brought about no critical :
shortages in Soviet and satellite transportation systems. ,

-13 -




uanilé am S1sal and mn‘ Pi-omss.
3=B -n‘i‘é,t.i

TS dontrols n tm bntbgui'y have ndé. bm orteatsn aince tho‘
US id not the primary peods 'a’i" ‘either of theés eommodities or of .
henequeti which 1 the lsdding subseitese, The USSR e pm-ehaatng
subetantial qummcm of 1 éo:aoa fron Hoxiéo. '




-e - .. . .
a . .
-l .

mmsmm# 0

Steel Mill Products and Equipment.

1A and 3-B Iets

Insbility %o procure raw materiasls for the prodnction of high
grade steels and installations as well s for machinery sand equipment
for the modernization 2nd expansion of the stesl indusiries, is impsding
the fulfillnent of ths ecomomic plans of the Soviet orbit countries.
Thess raw material shortoges include steel-alloying slements ouch as
cobalt, molybdsnum, vanadive: and tungsten. There aluo is a ghortege

- of seamless tubing, and of tin for tin plates A critical need exiats for
- rolling-mill ineisllations in the orbit, porticularly in Polend, which
. has no blooaing 'md. slsbbing mill facilitioa,and in czeehoslavalda. '

: Boforo ﬁcrm. Her 1I, the Soviet bloc axoerimed no difficuliies
4in obcainins rav matarials through ismorta or in Trocuring needed
equipnent from the mors induatrialized countries of the vorld, That
situation no longer exists. . :

o Duriag and directly efter Horld. Ver I1, the Soviets and Satellss
plecsed large ordern for steel mild oqnipment vith different US eompanios,
Although some of this equipment vas completed, refusal to licensa the

- shipmenta has provonted thia mv.eh-neaded cquipment from recching thc

L ’ The outstancung amplo of the dfccuuneu of eapore licme _
_ rostx'ictions in cweehoslavald.a was the denial of 1icenses in )
. £l _ 0 1 ¢ wgs sveod in.

e

t‘:
5.
K

: ng mill, or & similar ons Trom some other comntry (uhich would
: take soveral yem‘ %0 campleto), thu'e W11 be no lerga incrense in rolled-

. . request for en oxport licenso for a blocmmg and.
mill, buus b3 —

rofugad sgain to the
n the behalf of the Polish
-~ _Government., The Polish Goﬂrmant ploced tremendous importance om the
 ‘acquisition of the mill and fallure to procure.it has aericnsly 1mpedod.
plans to imoaso Taw stesl ‘production in Polend.

y
Polish«hmerican




_ US exports of theae ity t»o the qrbit in thu first six months of
1949 showed a sherp dseline e comparel to the corresponding period in
1947 ¥his reduction, hovever, hag boeh partially offset hy trado

with. EGA and mop-FOA towntries ahd by BONG clan&eotine trede.

, Althougl sxport licensing hes not stopped ozpausSon of the Soviet
ordit gtéel industry, it has ecrtainly hindstred greeter sxpsasion and

- sloved down gartasin Sechnologicnl improvements. If the US secures :
parallel setion by the HCA countrics, the orbiy coumiries must depend
on thewseltes alone For improving end advanging their stoel.making
technology ne the letest US =nd Beropern machinery proeotypos are 1o

longer avatlable. This would bde a much slover process then was farmly
the c29a whan mechines chuild be sl a‘broad and instauea by com-

: _petmt woetm msinma.




ENGLOSURE #10

Chemicals T \

_;-A and 1-B Lists

Only a few. of the chemicals on the 1-A and 1-8 lists have large tonnage
requirements ‘and all can be produced in the Soviet orbit if necessary.
Soviet and satellite planners, aware that these products are essential to
carry on a war, have probably worked out. plans for their production. With
‘limited technical personnel, equipment, and plants, however, they are foreced
to allocate facilities and personnel to t.he most important ‘chemical
_reoulrements of t.he moment. :

Some stabilizers ’ accelerators, anti—oxidants » and oxidants for rubber, .

. synthetic rubber, and plastics, particularly the thermo plastics such as acrylie,
vinyl, polystyrene and fluorcethylene types, seem short and great efforts have
been made to obtain these, espacially tetramethyl thluram disulphide, an '

_essential ultra-accelerator for Sovprene (Neoprene). Also, there seems to be.
a serious ‘shortage of carbon black for rubber f.‘abr:.cation. Production is knoun
in Fumanias - and in the petroleum refining areas of the USSR. Attempts have
been made to obtain US carbon black through transshipment through Mexico, Cuba,
. Belgium, Holland, England and Switzerland. Therefore, it is believed that they .
. can and are producing essential chemical products. Houevep, materialsof a .
certain specification to meet a specific need may be unobtainable, and the B
shortages nill force development and production of the required mterial. v

o It is st.ima.ted that'. short.ages of chemicals on t.he 1-A and l-B lists uhile
,vhaving a definite retarding effect, have not affected the peacetime operations . .
~ of the USSR or satellites nearly as much; s has the restriction on shipments of :

¥ - hemical . equipment and accessories. - The shortage f;"the chemicals e
- 13 ts has probably accelerated the ‘necessity for the devalopment of these-
{ ”a.nd the "kmn-how" for produetion of potential military needs., ’ :
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ENCLOSURE #111

Chemical Eoquipment '

I-A and 1-B Lists

With few exceptions, all the chemjcal equipment items on the 1-i and 1-B
lists are manufactured in either the IBSR or Czechoslovakia; fabricating plants
are either nonexistent or negligible in number in ths other satellite nations.
The supply of. chemical processing equipment and spare parts, however, is
reportedly not sufficient %o meet the demands of the large restoration and

 expansion programs of these countries, ' )

- Lack of fabricating equipment may 2lso have caused the reported ‘shortage
of processing equipment for the plastics industry, as well as shortages of -
- motor vehicle tires. Specific examples of shortages cf chemical equipment sre _
- gless~lined _equipmjant*,';fspééial, valves, recording and control apparatus,reactors R
vacumm and pressure pumps, and special alloys for various uses,. flequests that .
the US supply penicillin plants point to an inability to produce this equipment. .

Numerous requests from these countriss for complete plants and for
special types of processing equipmsnt indicate a serious weakness in fabricating
cepacity which cannot be easily or quickly overcome, The production of '
- sulphuric acidy especially in the Sovzons of QGermany, hag been considerably
- hampered by the lack of spare parts for equipment. ' ‘

-, After World War II, much chemical equipment was dismantled and removed from
“.the octupied countries.: Most of this equipment. was transported to the USSR

f it was probably never reassembled, Part of it -~ - i
1y damaged. in trans and much of that not damaged was -
steriorated whe was stored in unsheltered locations
edly succeeded ‘in reassembling soms of the equipment ,
e existing manufacturing capacity, but supplied '

h coples could be made.

T s believed tha _:t}:lé ‘axport control of the equipment items on the -
- 1-A and 1-B lists has been a potent factor in retarding the growth of industrial
chemical capacity and consequent military potential of the USSR and satellites.

-~ 18 ~
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Encwslm #12

Addendum to Intelligence Memorandum No. A5
"Strategic Effectiveness of US Export Controls"

Coal gguigment.

1~A List

The USSR, Poland, and Czechoslovakia are the major ccal producers cf the
orbit and each has its own plants for producing mining equipmént, In .
general, lack of spare parts is one of the greatest impediments to increase coal
production. Progress has been made in overcoming shortages of coal cutters,
v+ @rilling machinec, mechanical loaders and hauldge motors; howevér, shortages of
- mchanieal equipment in other fields extend to coal equipment production.
However, many dsficiencies in _mechanical}'eqhip;‘neny"uneceav_sary,to meet planned
coal production targets can bé made up by a plentiful supply of labor, =

Construction of coal preparation plants _"
ard it is estinated that this phase of the in

set for 1950. “There are numerous complaints’ a

- in the Soviet Union and Poland,

.. During the first half of 19
-+ $2,000,000 Worth of such 1-4 it
- -machinery and parts. Coal ¢
Union received only $2,379 worth
hs_of 1949. - In view of the im
were relaxed and shipments to Poland an
;. period.of which $361,000 were cos T
. exports amounted to $49,000.. . Comparab;
- 8367,000, .of which $110,265 were:coal. cuttar:

- 1949, equipment valued at $45;659 was shippad.: =

-‘:‘t'.hé'-_,SQ{r:_let Union is lagging
try will not attain the goal
vt the quality of coal produced. -

zechoslovakia sho
irst half of 1947,

N The USSR, Poland, and Czechoslovakia received §750,000 worth of 1-B items
- in the first six months of 1947, whereas in the same period of 1949 they
received only $3,400 worth, e R

As far as is known, there have baen no apprecisble shipments of 1~A and..... ..
-+ 1B 1tems Lo the Soviel orbit-countries from ECA-and non-ECA countries simce - -
 export controls have been applied, Outside of the Soviet orbit and the US, the
only other countries which have baen important producers of coal mining
_machinery are the UX, France, and Germany, The plight of the coal mining
-indusiry in the UK and France is well known. Both have been concentrating on
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nechanization and have beon importing considerable mining equipment from the
85. It is unlikely that the 3oviet orbit has obtained any significant
quentity of cocal mining equipment through clandastine transastions,

Export controls on coal mindng equipmant from the US have been relé.xed

%0 assist certain sateliite states to enlarge export surpluses available to

Wiestern Furope, Controls have been affective, however, in limiting the

expansion of mschanization and produgtion in the USSR,
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