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MRMORANDUM FORs Deputy Assistent Director {Administration), ME
FROM ¢ Executive Secretary, FIC
SUBJECT +  HIE-LO

1, The EIC Working Group hse slready trsnamitted to your Office
the sector papers and the revised conolusions of its contritution to
HTE-4O, Enclosure j contains the final corrigends to this contribution.

£. Although this estimate has been concurred in by the working
group reprementatives of the contributing agencies, there were several
questions in the petroleum sections relating to Western Europe that
were not completely resolved, In an effort to oblain expert advice on
these sectlions %h? YIC consulted with ita Petroleum Intelligence
sdvisory Group.(8/ The views of the Chairman of this group are in the
attached letters {enclosure E), In addition ithese sections were
reviewed by the Petroleun Consultants Panel!®) to GRR.

3, While there were some differendes of opinion and fact on
various ewpects of this subject, the major item of interest to the
0ffice of National Estimates 13 the general difference between the
conclusions of some of the petroleum specialists and those of the EIC
¥orking Croup on the question of residual oil, Some of the petroleum
specialists believe that resideal oil consumption could not be cut by
more than 50 per cent without reducing the levels of production
envigioned in the contribution to WIF-li0. The EIC Working Croup, on
the other hand, believes that consumption could be et by 75 per cent.
The primary. mﬁz’t at issue i3 the speed at which Western European

- industry could be expected to convert from oileburning to coal-burning

fazilities, The petroleum specialiste on the CRR Consultants Panel
enticipste & conversion time of 12 to 18 months, while the Working
Group anticipate & conversion time on the order of 6 months, Neither
group has sufficlent evidence for an authoritative estimate., That
evidence could be collected cnly through a largeescale effort in Western
Purope. The Viorking Group's opinion is based on statements from MBA

Te) This group is made up of top petrolsum experts from: Petroleum
Administration for Defense; Munitions Board; Mutual Security Agency;
Departnent of State and CIA,

{bv) Membership on this panel includes:
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mnalysts 4o the effect that stand-by coal furnaces are maintained in
many Yestern Purepean plants now using residual oil for fuel and that
Purnaces ip other plants are so constructed as to facilitate convertiw
bility between o1l and oosl. The petroleum specialists are skeptical
of the suggested ense of convertibility.

ke In genersl the petroleum specislists felt that the impact on
the sconomy of Western Europe would be more drastic than that envisaged
by the EIC Working Group. If the views of these specialists are correct,
the economle gontribution of & Soviet-ocoupied Continental Testern
Barope would be lower than outlined in the contribution to NIE-}O
Unfortunately, no data have been presented to suggest the smounts by
which production in different eccnomic sectors would be reduged,

5» Ome other difference arcs® on the question of whether the
Soviets would draw on captured stocks of POL or would hold them in
reserve, This question really could not be snswered unless the circume
stances ef the occupation peried were known, In prepering NIEWLO it
i;t gﬁg«atﬁﬁ thal ONE indicate the possibility of both courses of
l T - .

6. ORR suggests that OME carefully consider the footnote on
page 19 which states the assumption that there will be no imperts af
erude oll or petrolewn products into the USSR from Iran, with the
exeeption of 300,000 tons which could be moved by rail, Tt is now the
opinion of ORR that in cne year or less, the Soviets could conatruct
and place in operation a 20-inch products pipe line from the Avadan
ares to & Caspian port, end that if the ibadan vefinery were not
wragked, 200,000 bbls, a day of products could be delivered to lankers
and barges on the Caspian by this memns, ¥Horeover, the presumtion
that no significant amounts of POL could be moved by pipe line to the
Mediterranean Gea and from there by water to the ports of Southern
Burepe and the Danube basin gesms entirely unrealistic in the face of
the basic hypothesis that the Soviets would nceupy the Hear Esst and
the Iberian Peninsula, ’ ‘ '
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