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FOREWORD

This report is in fulfillment.of the request of the Joint .
~ntelligence Group, The Joint Staff, set forth in memorandum
DDMe46, deted O August 1948, : , ' ' Coe

The outline proposed by the JIG has been substantially adhered
%o, deviations having beon mads only when available material was
not adaptable to the preseribed form, : :

Section and paragraph numbers
those used in ths JIG outline,

used throughout the'paper'refbp to

The terms "eight allies™ or the "elight designated allies® refer
%o the United Kingdom, Canada, Australia, New Zeuland, Union of
South Africa, France, Belgium (including Luxembourg), and the .
Hetherlands, ' '

In addition to the assumptions stated by the Joint Intelligence

;
2o

" Group, it has besn necessery to assume the followings

The situation is estimated as of 30 Jume 19&9,(D—d§y on
1 July 1949). o o

The Soviet ¥-dey and D-day for all practiesble purposes
coincide; hence war comes as g surpriss to the West, but not
as & surprise to ths East, -

The US will moet its ERP commitments, and US aid will be |
efficiently utilized, | .

~ Ths present gensral pélitical and economic situation will

contime, as will the present political and economic division
of Germany and Austria, _ :

No substential disruption to Ewropean trade will occur from
Soviet policy or action. ‘

A mormal crop year will be had throughout the world, -

Where pertinent to the treatment given the politicel factors,
#aterisl hes bsen included on Germany, Austria, Switzerland,
italy, Spain, and Portugal. . :
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- The 1949 expected uranium production and requirements of the:

oight designated allied eountries is information which is
covered by the Atomic Energy Act of 1946 and cannot be
reported by CIA without special. permission of the Atomic
Energy Commission, It is suggested, therefors, that this
request be referred to them for their Judgment on release"
of the requested information. S '

hils certain military information was obtained from the :
Dapartments of the Army, Navy, and the Air Force (particularly
informaticn used in preparation of paragraphs 2 a and b (3)
{p), (q), (r), (t), and 2 5 and b (&) (b), this paper has

not bsen coordinated with the departmental intelligence
organizations, : '

CENTRAL INTELLIGENCE AGENCY
19 Avgust 1948
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POLITICAL AND ECONOMIC SITUATION IN SELECTED AREAS .
AT OUTBREAK OF EAST-WEST HOSTILITIES :
PRIOR TO JULY 1949 :

CONCLUS IONS

SOVIET UNION AND SATELLITE STATES
1. Political. -

&. The political aims of the USSR will be to' check tho threat to
the Soviet orbit inharem in the growing 8tab11:lzation of the non- L
Commmnist world, to eliminate possibile bridgeheads from whi.ch the
Western Powers might launch an  attack on the Soviet sphere, and’ to '
establish Sov:let»domi nated governments in arsas occupied by Sov:let v
forces. Ths political instruments used in ths attainment of these
: >ob:gectivas would be: .

(1) Intensification of the propaganda program which will be
designed particularly to undermina the united front of the Western
Allias to portray the Soviet Union as 'bhe defender of all "true_ democracies".
and "Peace loving" psoples of the world and to convince the peoples of
the world that was has been Foreed on the USSR by the imperialistic
design of the US.

- (2)  Maximun exploitation of the ‘Cormunist Parties in the allied
countries for subversion. and sabotage. , o

(3) Explottation of dissatisf'ied minority groups in the allied

countries, , S
b. The Satellite States, with the possible excaption of Finland and '
Tugoslavia, would firmly support the USSR in all these afforts, The
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strong police control maintained by the Sovi‘ét Government and the
‘military successes and booty that probably would be obtained id the |
early stages of the war would for a time asaure the Soviet Govermnsnt

of strong popula.r support. As the war progressed however, with increas-

- ing hardships accomnanying Soviet military reversea ’ the Sovieb posi'bion

could be serioualy affected by the following basic waahesses, parb:lcu-

 larly :Lf' proparly exploitad by the allies:

(1) . The strong native na‘bionalism of tha Satellite nations and
certain ethnic groups vithin the USSR, ‘

(2) The natural friendship of the Russian people for the ‘American
people and the hea.lthy respect of the Russian psople for American technical
and induatrial ingenuity,

(3) The suscaptibility of the Soviet people and the Soviet Arnw

- to psychological warfara. The Army would be particularly wlnerable after
"an extended period of occupat:lonal duty outside the USSR,

(4) The popular diailluaionment and embitterment that would
develop among the masses throughout the areas undar Soviet control as a
result of ruthlaas Soviet and Gcmmist supprassion and: exploitation. :

- (5) The instinotive fear invading all elemsnts in the Soviet and
Satellite societies wh:loh tends to dastroy mdapendent thinking and -
initiative, : :

(6) The influencs. of religious groups.

The forces of resistance inherent in these weaknesses, however, would not

assert themselves effectively unless they received guidance and materiai
support from the West and until the Soviet orbit wore subjected to pro-
longed and effective asrial bombardment and the prospect for ultimate




victory seriously diminished or imrasion of the Soviet orbit by Wester_n
- forces becams imminent, o o
2. Eeenemiso
The combined wartime productive abi" ity of" the USSR and Satellites .
by 1 July 1949 will be below that of 1940 While their 1nduetria1 and
agricultural capacity will then be coneidere.bly adVanced over the 1945
level, def'mienciee will continue in certain key fields prinarily in trans-
. portation, skilled manpower, high-grade gaso” ine and lubricants, epeciel :
types of machina ‘tools, soms nrecisien equipment industrial diamonée » cer-
tain ferro-alloys, tin, natural rubber and esrtain types of f£inished stesl.
Stocks of most vital commodities will probably be below ‘the nrewar Ievel.
Desuite these deficlencies there is no doubt the.t the Sov:let bloc would
be able to mobilize its economy for a hajor war in 1949. The extreme '
_ ﬂexibility of the Soviet war economy, aa evidenced in World II :ln the

T _short. run would permit the necessary e.djustments to overco'ne most of the

above weaknesses,

© ALLIED NATIONS
1, Political,

Political Aims. jectives, Trends. an athods

(1) The p011tlcal aims and objectives of the UK during the period

" prior to the presumed ou*t.break of war will be to attain the maximum degree ‘
of international 3tability in the interest of achieving as rapidly as -
possible its own economic recovery, and to protect its remaining imperial
possessions and its strategic positions in the JH.ddle East t‘rom Soviet
encroachment. To thess ends it wil strqngly support_. US poliey ami will '
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encourege the development of thc Wastcrn Union, encourage increasing
'five«powe;- military cooperation and invitc inereased US 'parti‘cipction

to insure the securitv of threatened areas which the UK decms strategically
and economically important, It w:ul proceed cautiously with reapect to
implementing Western iunion in crder not’ to alienate the dominions but

its objective will be ultimatcly to harness the cntire comomrealth to

. Bestern Union. It will continue to- employ a firm but patient pol:lcy
towards t}m USSR and, whila not appeasing, may be inclined to emrciac a -
“moderating" influence on the US, - '

| (2) With the possible exception of South Africa all tha British
dominions will actively support the UK and the US in their aimc to rastore
world economic stability and to contaln the USSR. Francs and the Benslux
countries wilW show mcrcasing economic stability recovery, rcly increasingly
upcn cooperation with the US and -actively promote Western union. France

| .-at the same time will attempt within the framework of the above prnccdure
to rcatore its lost prestige and to establish its Mapendcncc of the 0,

(3) The present rightist dictatorships of Spain and Portugal, the
conservative regime in Swd:tzcrlam and the democratic government in Italy
probably will continue in powsr, In sp:ltc of some probable improvement,
veither Spein nor Italy will escape discontent from economic causes,
Switzerland, Spain, and Portugal will mderta!ca ‘to maintain thcir z'xcutrality
but Italy, while shoving aom dicpositj.on to mirxtain a positicn of neutrality,

will probably bs increasingly disposed to a military aligmnent with ‘the
Western Union, at the same time dcvelcping increasing reacntmcnt toward
the UK over the colonial issue and toua.rd Yugcclavia ovay Trieste,
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(4) Austria will continue its strono Wastern orientation but
in Germany hostility toward Vestern occupation policies and. increasing
nationalism wi’l lead to antagonism toward the Western Powers and a
strengthening within the country of the political forcea on the extrems
Lef't and Right at the expsnse of the center. .

(1) British morale is mgh and the country w111 raact with cus-
tonmry resolution in the event or hcstilities, The popu_ation is ore.ctically
imparvious to psycholog‘ical warfaro. In Banada both the Anglo-Saxon and

~ .the French elements are equally devoted to the traditiona of 1iberby and
democracy and may be expacted to support the UK and ¥ in the stmgle against

Communism,  Ths susceptibility of the Anglo-Saxon elemants to psycholo:gical
warfare is negligible, The Fronch elemanrt ig‘}lvulne'rable to Communist propa=
ganda, but with its mong racial consoionsnasa might be susceprtible to
certain types of psychologica.l warfare The 1oya1ty of certain Slavic

minority groups in Gana,ea, loca.ted frequently in industrial areas 'y homver,

is subject to question and mll continmus to be a particular target of Soviet
propaganda, Neither the Australians nor New Zgalanders would ba susceptible
to psychological warfe.re under wartime conditions in spite of approciab‘
Communist influence in the Australian labor movement. South Africa, while
hostile to the USSR would probably not approve full particioation in a

- war overseas, Its whii;e population, with its intensive anti-British feeling,

would be vulnsrable to certain types of psychological warfare and its non-
white oopulation would be hlghly vulnerable to Communist nropaganda. Both

the French a.nd the Italians, who are largely cynical, solfish a.nd dieillusioned
would be extremely susceptible to psychological warfare ’ particularly under
conditions in which they micht see 1it.t1e hope for a "estern victory. Ths
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" Dutch arnd the Swiss are unsusceptible. o psychological warfare but the

Belgians s although in most respects simllar to the Dutch could be more

asily influenced, Spain, bscause of its low starxia.rd of living, would be
a fertile field for Cm:nuniét doctrine and Portugal wou"d likewise bs eur.tremely
susesptible to peychological warfare. The Germans , 8l though not strongly

_ .orientad toward the West, fear tho USSR more than the Western allies. They
~are not sasily deludad by propaganda., The Austrians, on the othar ha.nd are
| -strongly oriented toward the Test but exhibit a stronger sense of expedioncy.

Subveraive Organizations

(1) Subveraive organizations in the UK can have no more than a

' nuisance value. In €anada a substantial Communist influanca in the labor

unions particularly on tha Pacific Coast and in the industrialized prcrrinca
of Ontario, could interfere with industrial operations , but strong, popula.rly

supported government; action should be able to prevent serious politicsl or
physicsl sabotage. Widespread Communist control of important labor unions in

Australia eould temporarily disrupt an initial Australian war effort but the
1nheren’c loyalty of the rank end file would prohably soon restore unity to
such war effort. In New Zealdnd the small number of Commumniats, through
their influence in labor orgaaizations, could initially cause some industrial
stoppags but the government could quickly get control of tha situation, ‘I'he
small number of South Afriean Com:mmists cannot seriously disrupt the economy
in the face of firm governmant action, Whila th° Communist parties in Franes
and the Benelux countries are well organized and disciplined, they cannot
selze power by force in the absenoe of foreign intervention, but thay are

capable of retarding economic recovery. Their influenoe and capabil:!.t:les are

less in Hollaxd than in any other of these. countries. Tha Italian Commmunist
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~ would be beneficial to the us, a though the British Govarnmnt and npeople
: are firmly united and morale is high in war this morale mipht eventually

‘ if allied strategy excluded the defense of the UK as 'a matter of priority,

TOP SECRET

Paxrty is the. most powerful and influential in Western Europe, It has the
capability of temporarlly selzing control in northern Italy by insurrection but
could not maintain this control without ontaide assistance. As in France

and ths Benslux countmes R they retain the capability ot‘ retarding economic
recovery but cannot carry out a general strike. In Spain there 1s a small
group of trained militant Communista whioh has the dapabi’ ity ot fomenting
labar unrest and cerrying on guerrilla aotion but has not the capabﬂ ity of

- overthrowing the Franco regime; on the other hand, the unorganized non-

Commmist opposition to the Franco regime in Spain has a ppte}xtial '.strengt.h

- of more than 50% of the populdtion. There is no potential Commumist threat

in either Portugal or Switzerland, In estern Germany and Austria the
Comrmmists number sbout 5% of the population, and, whi'e capable of con-
siderabls esabotage in both government and industry, could not carry out an

‘armed insurrection or Iarge-»scalé guerrilla action,

(1) The UK is the strongest ally of the -US in the politicel seﬁse.
Its propaganda directed toward Eastern Eur;ope is believed to be i'elatively
effective éwing to 1ts‘ long experiencs in this field and to the fact that
148 socialist governnient rénders British propagaﬁda less suspect to the
socialist-minded Bastern Europeans If Wastern Europe mre occupied by the
ensny, competent British support of resistance movements and Eritish influence

and prestige in numerous countries outside the ﬁommonwealth and the Empire

tend to wea.ken under the following conditions:( (a) a nrolenged intensive
bombardment against which counter-measures were insffective ’ particularly

e
)

i
i
e

b
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| ‘ .‘or (b) if the Western sea approaches were not kept open suf'f:lciently to

' maintain a viable diet and a substantial measure of economic act.nvity.

" Prior to the outbreak of war, any appreoiabla diversion of the UK industria’
plant for military production would ba feasible only if US economic aid were
increased to £111 the gap; in wartime ths U‘K would require us economic sup~
port. In the event of war it might be politically impossible for ‘the British
Government to use mass destruction weapons before they were . used by the
oreny. The traditional opposition of the French in Canade to participate
“in milita::y conflicts involving ths British Empire might again dilut.e a -
 Canadian war effort, but the French Canadians would probably be more inclined
to suppoft a war against the USSR than they have baen' to suoport: pravious wars.
In view of Cenada®s exposed northsrn frontiers, also, tha government might
be *eluctant to supply forces for other theaters. However, thera is in Canada
~a strong sense of the unity between us and Canadian strategic interests which
] should mean full official collaboration in preparation form and in industrial
planning., Both Australia and New Zealand would strong support a war effort
in spite of some initial diffioulties from the Commmists within, While
- South Africa would unqueationably cooperate in providing the US with bases
and access to its strategic raw materials s the serious internal differenoes '
pressntly prevailing in the country would probably preclude the poss::lbi1 ity
of an all-out war offort, The lack of military strength in France, Italy
and the Benslux countries will make them of 1ittle vailue to the US in the
event of war. With the possiblo exception of the NE Indies and French Tndo-
china, however, the colonial resources of -thesa coun’ci-ies would .pro‘bably be
aveilable to the allles., Bescause of their geographic location, Spain and
Portugal might be of some temporary use in spite of the weaknass of the:!r
'armed forees and their econom*es. Switzerland with ‘it8 well trained army
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and elaborate defensss would be able to delay for some time the total
occupation of the country, Neither Western Germany nor Austria oould be
expected to play a part of any strategic signif'icanea.
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2, Economie. | — | ' -

Data showing the degrees of self—suf?iciency for the eight
designated allies, taken collectiVely, are somewhat unrealistic; if noﬁ
interoreted with caution, they might bs seriously mdsleading. Ths areas
. of the eight respective countries are not contiguous ‘nor do their
’economies readily blend into a cohesive whole, Although col’ectively,_
the eight countries may be nearly self—sufficient in a given commodity,
their strategic position may be quite otherwise when one analyzes their
 ordinary and traditional chanmsls of trade,

| In the~ordin;ry course of wérld commerce, even though these
eight countries conatitute markets or sources of'sunply for\given prodﬁcts,
frequent]y they do not constitute one another"s usual markets ani sources
for such products, Canada“s iron ore, for example, is not usually shipped
to her "Beven allies'™, but to the United States, Similar ¥, the eight
countries are notentially about self—sufficiont in nitrogenous fertilizers,
but inasmuch as soms of them customarily export to non-allied countries,
others must depsnd heavily on "ovtside" sources of supply, Thus, 'only_by
substantial and at timos costly, reorientation of established trade
cnanaels may the degrae of self-aufficiency caleulated on the basis of the

given assumptions be attained.
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%ith some reorientation of their established patterns of
trade, the eight countries could ba self-suf“chent in bread gaains,
steal capacity, aluminum, sulphuric ac:ld nitrogenorus fertilizers,
soluble phosphates ’ synthetic rubber, notor trucks and nmost f‘orest
products In s few 1nstances » the eight allies are on a substantial
aexport basis, ) .

At the other exbzfexixe s the eight .count:ries; woulél have vital
deficiencies in their supplies Aof certain items o ’ |
Tin and natural rubber from the Far Eact and petroleunm from the Caribbean
roegion and the Middle East involve critical supply situations not only

. bacauss of the strategz.c nature of the commodities themselves, but also

bacause of the extrems defiei ency of indigenous allied production, the
+ lack of adequate alternate sources, the 1nherent difficulties of wartime
transportation and political uncertainties in the producing areas,

The character of foreign dependence may be as importa!rt as
the extent of the deficisncy itself. Fortunately for many items, tradi-
tional sources of supply woulci not be immediately closed in the event of
~ war, The importance of the various areas from which such suoolies ‘may be
obtained are indicated below. - |

The llniis&__t.ﬂigﬁ would be able to furnish the allied countries
their entire requirements of sulfur and cover their deficiencies of coal
and coarse gralns and could by control of the Caribbnan probably contribute
to the allied petroleum requirements. In addition, United States supplies

_of ohosphate rock and fats and oils wou'ld supplement other foreign sources :

to satisfy a.llied deficiencies. .
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Africa wou‘d be the most important single foreisn source of phosnhate
rock, copper, zine, amd lead, In addition, it couid supplement other foreign
sources as a supplier of bauxite, fatas and oils and iron ore. -
|  The Far East is important as. the suppl fer of 91p of the allied requi re-
mants of both tin and natural rubbor and also as a _source offfats and olls
and phosphate rock -

Latin America would be able to- satisfy allied ieficienciea of sugar
and meat. ' |

: §ggig is important as a supplier of pyritee, potash, iron ore and
ginc, ' ’ | |

Sweden is ordinarily the allied countries® most important single
foreign supplier of iron ore. |

The ﬂiﬁdlg_gngj usually supplies virtually all of the allied deficiency
(96$) of petroleum, '

The Allied Nations will enqu in 1949 an element of strategic strength
in their ability to organize transport operations by air, This long-range
mobility, which cannot be matched by the USSR, is based in part on the
availability of world-wmge air basee. It uould be of particular significance
in gaining advantage through rapid initial moves at the outset of hostilitles.
The foregoing conelusions are trus withoux regard to the dominant position
of the US in air tranSport and would anply to a far greater degree if the
resources of the US were taken into consideration, '

From the point of view of surface transnortation there is a strategic
weakness in the Allied position, due to the dispersion of its component, areas,
which requires intercontinental transportation across vulnerable sea lanes,




and into narrow areas within efféctive range of Soviet air power. Horeover,

much of the allied shipbuilding capacity would be likewise located within
the range of enemy air attacko Tha entire sux‘f‘ace transportation systenms
of Western Europe, in fact, would. be vulnerable to this type of. emnw
é.ction. '

A continﬁent strategic weakness rests in the Allied ta.nker position.
Vihile the world tanker fleet, exclusive of Soviet~controlled vessels , is-
larger than it was at the and of World Yar II, losses of major oil-producing
"or refining areas might require changes in the diatribution of 01l which
could seriously tax the capacity of the tanker fleet presantly availabWe
o the Allies,
| _ “The surface transport.ation ‘positions of the Soviét—-Satellites and
of the Allied Nations, as viewed along the iron curtain across Europe, ssem
to be ’oalancad strategically in favor of the Allies, Important allfed
industrial areas are closs at hand and are connected by highly organizad )
surface facil ities, with many alternate routes. Tha USSR on the other hard,
could not match the nearby industrial resources of the Allies, and would
depand oﬁ apar;gr lines of supply to this area, Thus the resources for the
maintenance of the rail systems themselves are e.lao much more accesible

to the Allies than thay wou d be to the Eastern Pmrso
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POLITICAL FACTORS

SOVIET UNION AND THE SATELLITE STATES




- Soviet Political

1. 5. Introduction.

While ultimate domination of the world oontimzes to be. the long-
range objectiVe of the Coxmmmists and the Kremlin the USSR could embark
on a global war by 1 July 1949. Such an undertakiug, however, vou.'!.d by

" no means be asaured of eventual success, .

Unless it can obtain soms voice in the control of Western,@e.rmany,
the USSR will increase its efforts to force the Western Powers oub nf

- Berlin,

While the possibility of a miscaleulation on the part of the Soviet
bloc is ever present, it is estimated tha.‘b by 1 July 1949, the Soviet Union -

. would only co:mnit an aggressive act, which would bring on a - "defensive"

. are becoming 80 strong as to constitute a real threat to the Soviat orbit

war in Western Europe if the Kremlin decides that (1) the Western Powera

in the near future, or {2) because of successful Western aol:l.dif’ication
it can penatrate no further in Western Europs by present methods, |
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A war begun by the Soviet- Union in the period prior to 1 J’uly 1949
probably will have the objectives of (a) checldng the threat %o the Soviet
or'bit inhevent in the growing stabilization of the non-—Comun:lst world;

(b/ eliminating possible bridgeheads from which the Western Powers might
. launch an attack on the Soviet sphere to give tha USSR greatar def'ense in
depth; and (o) establishmnt of Soviet-dominated governments in areas occupied
- by Soviet forces, ‘

.The above war aims would be implemented by the following measures of
& political nature already pursued by the USSR and which would be greatly
augnented i time of war;{a) undermining the united fromt of the Western
allies by exploiting their political and national d;lfferences and waaknesses;
- (b) imposing rigid Communist Party control and inﬂuence in the Soviet orbit
through ruthless pursuit of party rolicies and objectives; (c) strengthening
of Communist elements in the Wostarn world to aid the Soviet cause by means
of espionage, aabotaga » and other fif‘th-—co,lumn activities,

_In'. genexfél, the governments of the Satellite states, beihg complerbo'ly
under Soviet domination and cotrbrol, will have no political aims and objec-
tives distinguishable from those of the USSR. '

Two cases, however =o Finland and Yugoslavia o ca11 for spscial msntion.
In Finland, Soviet influsnce over ths present government is by no means
completa, In the event of hostilities, howewr, the USSR muld nove promptly

/8

TON- ~
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Sovist Political

with political oy nilitary means, op both, to brring Finland under complete
domination., In Yugoslavia, assun:lng presant politieal conditiona prevail

" at the time of the om‘.hreak of hostil:ltisa thrae altarnativaa proesent theme N

solvess _ o

(a) As a reault of prasanre oz- promises from Fﬁoacow, Tito ard the
 Yugoslav Government might be brought complotely within the Soviet Pold;

(b) The present Yugoslay Gommman‘b might refuse voluntarilv to
acespt Soviet domination, and the USSR might proceed with military force
‘to occupy Yugoslavia and replace” tha pressnt governmnt with ong conpletely
subservient to the Kremlin,

(c) If the present Yugoslav Government; stubbornly refused to suppsrt -

the Soviet war sffort, the Kremlin might decide tamporarﬂy to by-pass and
_ieolate Yugoslavia ia the bolief that it could ba readily subjugated at a

later date,
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Soviet Political

The principal methods :m the political and sociological f:lelds on
which ‘the Soviets would rely after the outbroak of hostilities a.re:
(a) Pro g8 = The Soviet propaganda policy now in use by the
Kremlin would not be radically altered as a result oi’ war, Howev_er, its
intansity would be greatly strengthensd and its me hods considerably sx-
panded  to facilitate the realization of maximum provaganda objectives of

.a total war,

1. Every conceivabls propaganda medium would be exploi'bed
by the Kremlin in supnort of Soviet politice.l aims, Propaganda would be
mors openly and ruthlesaly directed to sow doubt and confusion in the minds
of the enemy and to undermine enemy morale and desire to contribute to the
war effort. The dominating war propaganda theme probably would be that the

- Soviet Union was defending the intereats of all "trus democracies" and Troace

loving' psoples. throughout the world; and that ths war had been fomd upon
the USSR by the imperialistic deslgm of tha s, } _
11, Copmunism - As a result of the war, Commmist Parties in
Vestern countries other than thosa overrun by the USSR, wbu]d immediately be
forced to go underground, The effectivensss of Party control and organiza-
tion would be further reduced as a reault of arrest and intermment of its

 leaders, It can bs aasumed however, that in spite of thase counter measures

certain Communist olenents would ‘be able to continue to aid the Soviets in
their tcotal war effort through sabotage and subversion, Soviet leaders would
attempt to re<sstablish and reinforce the.chamzels of communications with




- éfforts. The Kremlin, for example, may be expected to exploit the m@o
' problem within the United States to 1its omn advantage. By appealing 'bo tha

through 'patriotio,religious, and cultural appeals,

- Soviet Political

their underground groups and would continus to exercise Party contxol and

direotion. They would make strong efforts to infiltrate new leadership and
extend their subversive operations ‘to cover war d.ndustries ’ government

organs, and the armed foreces, . :
iidi. _.i.mj.&y_gpmg Tha Sov:lots would make stroug efforts

'to exploit dissatisfied ninority groups living in "enomy" countries for the

purposes. of creating pol:ltical disunity, ‘umrest, and sabotage of Western war

Slav nationalism of the various Slav elem.snts in the Western World ~the USSR
would further seek to use thase paople for aubversive and propaganda activities.,
Satellite States,

. The mathods and trends employed by the Satellits states in the pursuit
of the above-mentioned objectives will in most cases be ident:loal with those
of the Soviet Union itself, In addition, however, they may ‘be expooted to
Ssek to expleit, for purposes of sabotage » espionage, and propaganda, Satellite
national elewents residing abroad, especially in tha Wastern hemisphere,
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" Soviet Politiosl

1. a. {2) Atsitude and NMorale of the Natiy
thelr Traditions, National Ch

Soviet Urdon.

» The morale of the Soviet people would not becowe e decisiva considez'a-
tion to the Kremlin until such. time as & dras'oic deterioration of the Sov'iat
 military position took place. Fhile certain eloments of the Sovi,at popula-
tlon, particularly ethnic groups 1n the Baltic States, Dkrains, the Caucasus
end Central Asia, are disaatisfiéd with Soviet rule and'hdsﬁilé ‘bo:domina-
tlon by the Great Russians, the Soviet Goversment through its ‘Qaffigient
security polics nétwork would be able to keep theaa groﬁps ‘under éfffectivs
comirol in the early stages of the war, fl‘h'e:mora protracted the war, the
more shance there would be for these subversive influences, already present
in the Soviet Union, to manifest thamsel;aa and take A more active part in
interfering with the Soviet war effort. Effective resistance or vupriainga
could be expected to oceur only when the Western allié.s-’are able 'ﬁo give
material support snd leadership, and assure the dissidont elements early
liberation from the Soviet yoke. " |

Although the people of the USSR have not recovared from the privations

and horrors of the last war, they can be expécted. to endure additional hard-

ships, in the initlel stages of "thé war, Russian patriotism, whils less
ardent in support of a foreign war than ir defense of home territo*y, wounld
not bs groatly sheken as lm:g as military 'victories and war booty ware forth-
c_omlngc 4s hostilitics progress, however, and if Sovie* milit.ary £aversss
become Imown within the USSR, tke increased hardships and suffering would

- magaify the J.readg e'ﬂ.%ansive popular dissa.tisfact*on with *bhe regime. The
A2 '
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natural friendahip for the American peop'!e and the hsalthy reapeot for
American technical and industrial ingenuity might also prove to be important

factors in affecting the Soviet people 's mora.le and their wil lin.gmss to make
! seemingly usaless sacrifices for a austained war effor*b. ‘
The psople of the USSR are very suscaptible to nsycholog:leal warfare.
' The Soviet Union's most significant weakness in this regard 1a its policy
of keeping its paople in completa ignoranoe of the trus conditiona both- inside
and outside the USSR. »
| Psyehological wa.'rfare, thersfore, can be an extx‘-emaly" important. weauon
in promoting dissansion and defection among the Soviet people s mdernining |
thair morale and creating confusion and éisorgani zation within the country.
It could be verticularly ef'fectiva in aubversive operations directed toward
s those ethnic nationalities which would welcome American l:lberat:lon, as well
‘a8 ezainst the Sov:let Army, especially those elemonts of it which- would be
stationed outside the borders of the USSR, B
The most effective thems of a psychologlcal warfare eff'ort’ directed
- against the Soviet Union would be that tha Westorn Powers are not fighting
against the paoples of Rusesla, but only against the Sov:let regime and its
g  policies of enslavement snd exploitation.

The overwhelming majority of the native populations in the Satellite
countries are intensely nationalistie » and bitterly resent Moscw donina ion
and thes present Comsunist regimes with which they are burdened. This atti-
tude, howevor, while & Bource of great potential weaknsess 'bo the- Saviet bloc

~ . "
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if shrewdly exploited by the “Yest, wou’d not give rise to effective resia-

o ~ ‘tence movements immediately upan the outbreak of hostilities. Initialhr,
| the dominant attitude among the Satelli.te popalations would be ons of increased

' non-cooperation and passive resistance toward their Gomnmnist masters. This
might result in impa: :.rlng the agricnltuial, industrial .and military contri-

: 'but.:lon of the Satall:ltea to the Soviet war effort, More eff’ective resistance,
however, in the form of orga.nized sabotaga amd guerrilla activity, would be
unlikely to develop significantly until assured of guidance and support from

. the West, In view of these conditions, the peoples of the Satellite area .

.wﬂl prove readily susceptible to psychological appaals, and will be particularly |
influenced by assurances that aid from the West in suprort of their aspira- |
tions for nationsl independence is fortheoming,
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" there are no known subversive organiutions within t.hs USSR bordars. The
Ukrainian Partisan Army (UPA) st411 retains aome vestigea of its original
organization, although since the end of Warld War II its effectivensss and
numbers have besn considerably reduced by Soviet cmmter-meaaures. Reports
from the Baltic states indicate the existenco there of anti-Soviet partisen
' movements consisting of a number of loosely organized oroups vhich_ have little
or no liaison with one another, _ .

In the initial stages of hostilities these movements » or other subvarsive
. organizations which would spring up, would not materially e.ffeot Soviet war
capabilities. As the war progressed however, and allied mate'ri'al help and
gui.danca were ezteuded to these groups, they might be. expected to assume more
active roles in sabotage » propaganda, and resistance activities directed
against the Soviet war effort,
Satellite States, |

There are, in all of the Satellite states, undergro:nd groups organized

for the purposa of msisting Commmist domination. These groups have been
the obfect of relentless campaigne by Soviet and Commmist security forces, ,
and it is doubtful if they are presently capable of more than 4solated acts

of sabotage and harassman‘bo Despite their limited capabi'ities, however, their

mere existence would, in the event of war, constitute. an additional ‘burden
‘upon the already severely texsd resources of Commmist security machinery,

\6
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;i-: - Furthermors, the psychological effoct of the activities of these groups,

howover limited, would encourage anti-Commnist elements among the
gsneral population, ‘

~

-
N
.
i
b
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military and occunation duties,
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tne significant ﬁnlitical strengths and waekneeses of the Soviet |

orbit are estimated to be the following:

M@h&‘ (a) The native courage, stamina, and _patrioti‘s’mv 61’ tha

Russian population;

(b) The elaborate and ruthless machine*y by which tho Kremlin
exercises centralized political control throughout the Soviet orbit R employ~

:Lng police forces » Propaganda, and economic and political duress'

{e) The ideological appeal of: theoretical Gommmism. :
Mm {a) Popular disillusionment and embitterment among the masses
throughout the Soviet orbit, resulting from ruthless Soviet and Communist
Oppression and exploitation;
(b) The instinctive fear, pervading all elements in Soviet
and Satellite sociaty, which tonds to destroy independent thinking and

paralyze initiative;

(¢) The traditional admiration of many of the Soviet and

| Satallite psoples for Western democracy in general and ths IB in particular

(d) Ini‘luence of religious groups, espacially among the
Satellites; |
| (e) The native nat:lopalism of the Satellite populations and of
certain ethnic groups in the USSR
{2) Probable demoralization which would result from foreign

27 | n
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It 18 estimated that the strengtha noted above conat:ltute an actual
a.nd present advantage to the USSR, while the woalmesses ’ in most cases, are
potential rather than actual, During ths early stages of conf‘liet the above-
mentioned weaknesses would conatituta a aubstantial burdan upon the Soviet

. Union"s machinery for political control and would also impair the Kremlin's
“economic and admini strative capabilities., These weaknesses ’ hcwever, would

not have an early and decisive effect upon the outcoms of a Savjzt military
venture, During the early stages of war, native Soviet morale might some~-

. what irprove with reports of spaotacular victories and the prospecta of

booty from Western EBurope, It is unlikely that the psychological weaknesszes _

in the Soviet and Satellita structure would produca sar:loua consequencaa unless

(a) the Soviet orbit were subjected to prolonged and effective aerial attack

from the West, and the prospeot for ultimate victory seriously diminished;

or (b) invasion of the Soviet orbit by Vestern f‘oreea became imd nent,
Furthermore, it is oxtremely doubtful that the foroes of resiatanoe

within the Soviet orbit would effectively assert themselves unless and until

they received guidance and material support from the Vest, and saw hope for

early liberation by Weste’rn foreces,
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1p(1)

The UK desires a mﬁmun of intmational stability in order to
achieve economic Tesovery as rapidly a8 poaeible, Imt t.’xis aim ia qnalm

- bya detemination o ingure ita oun aecurity, that of the depemdent

areas and imperial oozmmicationa, and that of the. Iﬂddle East. fronm
Soviet emchmant | o

The UK intends, in concert with the U8, ﬂmly to check Soviet
expangionism,

The UK. irrtends to mlnta.in its- imperial position so far as poas:!bleo
In the dependem; empire it ains to encomge a reasonable rate of pro-
gress toward self~-government, Teplacing polit:lca.l controls uith eoonomio,
altural, and security ties, With regard to the Dominions it aims 4o |
preserve and pmomote Cormonwealth solidarityo

The UK intonds to encourage Western Union an_d inorcasing ‘mity in
Westawn Durops, but at a pace which 1411 riotvrisk the estrangement of
the Dominiong, |

~ VWhile the UK will contime fo aupport the N, until the lattea.- ‘hasg

the power to guarantee collective security the UK w11 contimie to build
Power-political relatzonslﬁpe vhoge comarstone is an mtimte assoc:lation
vith the US and whose superstructure inoludes the Brusgsels pact and
Commomysesl th eoopemtiono |

. . .
- \
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" Canada desires international. peace and a high lovel of internationsl ,

 trade as conditions prerequisite to the dovelopment of its territory and
‘resources. Canada intenda to meintain close relations with the US as the
best guarantee of its secwrity. Canada also intenda to contimme its meme
bership in the British Commonwealth of Tations, seeing in the Cammonwealth.
a najor support of world order and its own partio:lpation as a vltai link
in a North Atlentic seourlty system embracing tho US ‘and the UK, Canada
desires political stability and economic recovery in Western Europe bo-

-~ cause of the area’s importance to Cana.dian aemzrity and lone-etanding
clﬂ.ﬁural and commercial ties,

Australis.

Australia desires international peace and a high level of world
u-adeo I‘b wishes to preserve the Australian Continent 88 an area of
'wi%e settlement and secure againgt Asiatic impm':la:l.iamo It desires
friendly relationa with the US and close contacts with the UK and other
- Cormonwealth countries, '

Netr Zoaland desires peace and a high level of world trade, It
desires to guarantee the securdty of the Southweat Pacific area, and
it wishes to obstruet any Agiatic imperialimo
South Africa. |

South Africa Gesires to meintian its country free of extternal
influence and internally secure for its -doninant white mimrityo It




is interested in aeelng as rmoch of the Afriean Gontinont ag poasible -
booome a "ubite man's comtry" mtﬁﬂ.oh the Unionmuldbe‘bheleading

/

nation, '

The primary concern of the Govermments of France, Belg.um, the -
Netherlands » and Liemburg is peace 4n order to effect the politieal
zmd econorde eecm-ity and atahﬂity of their reepective peoples, These
Gwermnents aleo seek to pestore the pa:eatige of their nationg to a :
pro-llorld Wa.r II lovel and to retaiu their oolon:lal posseasione vitha
minimm of reforms. All wish to partioipate in the formtton of an |
economically stahle but decentralized Western Germany,

| Tho besloc aims and objeotives of Italy, Switzerland, Spain, and
Portugal are similar. All degire peace, mternal and extema.‘l aacurity
‘and the opportunity to ostablish or to mintain ‘thedr politioal and ‘
aconomic independence; all hope to remain neutral in Lhe event of a uaro
Italy vishes to regain a phce in :!.ntematioml cov.mcilso

Although both Wegtern Germany and Austria wont pesce and economio
recovery their pﬂncipal polit:leal objectives diffor somswhat from those
of the other Western Buropcan countries, Faoh desires rea'bora.tion of
corplete eovereignty and the withdraval of all occupation forcea as well
as tho 1lifting of controls and restriotionso The Germans eeek oon’brol of .
. the Ruhr, elim.nat:.on of reparationa, restoration of ‘aheir amsd forces,




7

.

unification of the country including reatoration of loat territory,

the reoapture of their former position in foreign trade and :I.ntmt:loml
matters,
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1p (1) Zrends.
Indted Kinedom.

 The UK is political],y statle. There are 1ndioations of a right-
ward trend within the Labor government., With regard to foreign policy
which 1 bi~partisan, the Dritich people solidly support the gavermmﬁ.

| and will continue to do so, US leadership, particula.rl,y conoem:l.ng the
‘ containment of the USSR, is taoitly conceded. Eoononie reoovery has

been slow, owdng to factors both vithin and ocutside the nation's control ,

btut some progress is apparent and ahoﬁld continue until industrial facilitiés

met be diverted in any apxx«eoiahle measure to military pa.'oc‘ructiona Such
conversion will wreck the economic progrem, } : RN
The UK is oncouraging joint nilitery planning under the terns of
-the Drussels pact, = | -
Jithin the dominant Libml Pa.r'lw leaderahip is being passed from
Ve L; Mackenzie King to Louis St, Ltmrent, but the changs is not 1ikely

’to haeve any apprec:!ahle effoct upon Camda's external affairso

Australis ig inelined to be assert:!.ve of ite "righten and to re.ruae

: 'bo aceept an ordoring of intermtional e.ffaire by the Great Pouecrs alone,

Jey Zoglang.

Close cooperation wi*hh Aus‘lzral:la in mtual security concerns will

be mainteined, and inereased reliance on the Us vill be mnifestedo

_3‘/




With the advent of the llen government the political trends are
in the direction of less international and Connmmraalth oooperation
and the intensification of iselationism in foreign policy and uthori- ‘

te.rian practices in domestic affaireo

“

The centrist coalition Govecmnonts of France an.d Belgim are tending
increasingly toward the right, uhile the moderate left-right coels ition
vhich governs the letherlands continues unchanged, All three mtions
'are showing incressing economic atability and recoveryo The Govermnents
of Belgium and the Netherlands are attaching grow:lnb importance to inter-
national problems and their respective parts in solving them, and are
laying greater arphasis on such regional groupings as the Western European ‘
Union and the Benelux Customs Union. The Goveriment at Paris is exorting
dtself to restore the lost prest:.ge of France and ig seeld.ng to emncipate

the country fren depmdence on the USo

The present rightist diotatorahips of Spain and Pormgal, end the
conservative regime of Switzerland probably will contime in power ag will
| the demoeratic Governﬁxent of Tsaly, Spain, Por"ugal and Italy will show
some econonic imrrovenent elthough nelther Spain nor I’Galy w:L'Ll esca.pe |
considmble dlsecntent 'F‘rom economic causegs in Switzerland both economic
gtability and progperity will contizmea Itely will show increased sympa thy
uvith the west and probably will be disposed to a militery alimmerrb wir,h
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drgenting in ita program for an “Internationsl Third Poaition"

the Yestern Union, at the samo time devehpin., 1ncreaaed reaentnent

touard the UK over tlio colonial iatme, and’ tovard Yugoslavia because

of Trieste, improved economlo relations with Fra.nce will lead to imoved
politioal mdmtanding ui'bh that stete, In Spm, the regime will
intensif:y ite Mispanidad prrogmm and collabomte nore olosaly u:!.th

Incx-eased protests and resistance to ocoupation policics and
oontimzed aconomc dependence on the Us can be ea@eoted in Wes‘tm
Germany and Augtrin, In ‘che fomer area inoreased natiomlim w:ul lead
to e ueakening of the political conter, and political unrest wAll pravent
stability despite improved economic conditions resulting; i‘rom ECAy The
industrial potentisl w11l be inoreased, although labor wuill gmdually
be alienated fron the west, as vill political leaderso In Auatria., the
Western orientation will continue strong as will the cooperat:!on be'bween the
coalition political parties. Inoreaged econom:io stabﬂity uﬂ.l result fron
greater production, lowersd pr:lces, and a la.rger valume of emports. |
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1p (1) Hethodg.
United Kinadom.
 The TR w11 contdmie to employ firmmess vith Tatience to oonta:!.n‘lhe
aocepting Us leaderahip in agreed tactics end amtegy ‘but e:aert:lng

- a8 strong an influence as possible. The UK wiil mt‘appease, b_t_:t my

he inclined to exercise 2 "moderating" influence on the USe
The UK w41l mot risk offending the Dominiong by sscrificing Commone

‘wealth interests ~ or oven appearing to do so — in favor of those of
Western Union. Rather, the UK will proceed cautiously in regard to ime

plenenting Western Union, consulting the Dominions at each step, so as
to avoid giving offense to the latter. While this may give rise to
oha.rges of "dragging its feet" the UK intenda ultimtely to harneae
the entire COmmomJealth to Western Unione ‘_

The UK will contime to use TN forums to marshal i:orldopinioz}to}
its vieus. It will support UN principles objectively vhen hritish |
principles deemed vital are not at stake.. Houever, the UK vill attempt
to obstruet UN actions considered to 'be oon'brary to Dritish interestso
For the most part, in this co:mection, British interests will generally
correspond to US interests, ' . v

The UK vill contime to enoom';ge increasing five-pover mil:l.taty
cooperation and integration according to the Brussels pact, '

| The UK will’ continue invite increased US participation to. inetn'e .

| the soourity of threatened areas vhich 'hhe Br:l*hish deen si:rategioally or
‘ eoonomically important, .
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Although the UK will strive to the utmost to forestall var, M;,.
i1l act with high resolution once war 1 faroed upon 1,
Domesucally, Gamda will contimie to adhere to demnraﬁc nethods
| in the formlstion and exscution of poliay, In the intermtioml f:l.eld,
Cannda will pm-tiozpate aotively in the o, mintain cloge diplomtio
and mlitary Iigison vith the US, and contime cuetomary nethods of ex-

clianging of views and dovelopdng policy with the UK and other Gomomeuth
‘countries, Because of the Canadian stake in world trade, the Dominion
will bo a willing participant in 1nternatiom1 programs deeigned to

apeed recovery :E‘rom the lagt war,

dustrelia.

Austrelia will cooperate with the UK in mtters of Commommelth
i.nta'ea‘b and vith the TS in policies to pramote uorld peace and stability,
It ulll actively partieipate in UN sctivitdes,

Tlew Zealond will employ tho traditional machinery of British Gomom-
vealth cooperation in promtz.ng its aims. It will aleo aotively par-
tieipote 4n UN affaire; | o

South Africg.

South Africa will be genemuy cooperative vith the US for semzrity and

, -

oomewcia.l rea.aoneo It vill contime to use t.he eonsultative rnd oooparat:lva

machinecry of the British Cormonwealth insofar as it ia in a narrov South
Africen interest to do s0. South Africa’s support of the T wﬂl be largely
determined by UN gotion in causes of special intereat to the Union, 1.0903
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The trends outlined in 1 b (1) Trends will.procecd in France, Belgiun, -

and the Netherlands from contimed reliance upon the oooperation with the
Bs, active promdtion of the Western Em'opea.n Union, and the contimzed use
of demoeratic mothods in govemnnentn France uiJJ. attmnpt to use the UN %o

xmomte Its owun interests and will delay implementation of the Fremh Union

program, while the Netherlands will attempt to remove consideration of

. and
- colonial matters from the UN ,/Belgium vill promote the: :ln-bereats of sma]ler

nationsg,

In the: so»called "neutral bloe®, the regimes of Spain and Portmga.l
will continue their machinations to remain in power, while Portl@l will
participate in the ECA, contime its 'braditional commercia.l ties with the
UKa.ndseektoimproveeuch tiesw.i‘bhtheUSg linld.ngtheaeeffortatoi'bs

nilitary oooparation with the US« Spain, while oon‘birming to ool]aborate
vith Argentina and to moke widespread trade agreementa, vill seek to obtain

1ndirect benefits t‘rom IECA and direct economio and milita.ry asaistance fron
the US, at the same time avolding mrticipation in the Ueatem'n Etn‘opea.n
Union and attacking democratic sya'bems of govar:ment, ItaJ,y will geek its
a:lms by reestablishing friendly diploma‘bie relations in both East and West,

tald.ng part in international organ:.zations,, and by enphasizing the dangers

fron Commm:!.sm, and the need for contimed US aid., The Swi‘as (bvemmnt,
vhile increasing its military readineea, will streas its nautrality and
increase ita sconomic coonerat:r.on with the Uest Tt 8till maintain its
Eastern trades
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The Germang may be expocted to seeﬁ thoir objostives 'by reluctance
to accept responsibility vAthout inereaged authoriﬁr, and vhere pogsihle,
ty franing lavs favorable to thotr i:n_nposem They will employ strikes
and industrial alowdowns, cvesion of OMF laws, and concealnent of economis
data fram OMG3 and they will pwotéat'ddcupa‘tién costss They will, -1n'shor'b,
do everything within thelr pover to show that a soverclgn Germany can
contribute more to Western seourity than an ocoupied Germany. The huntrians
vill continue to cooperate x-:ith thé US, and to protest to the Allied
~ Council undesireble occupntion policies, at tho sano time urging the
ocoupation povers to _oonclude e treaty zMoh will, in so for ag pogsible,
fnsure Austrisn soveroignty. - |
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The New Zealandopg ave tengely loyal to the DBritish Crowm, and are

treditionally the most pro-British of the peoplee of the geveral Doninionao

They. nould not be vulnershle to psychological uarfareo They uould not
be paniekr, Al t.hmgh not completely recovered psychologicelly from- eaa-
tensive casualties during the last ver, their morale would likely be high,
They would, by and large, be cheracteristically resolute.

South African popular autitudes are dominated by the race queation,
Tl1literate natives, plus smaller groups of halfwbreeda and Indiane, mke up
the underprivileged and powerless four-fﬁ‘tha of the population; the whites,
widely isolationist are both habituated to a copious supply of chea.p menial
labor and obseased by underlving fears of native revolt. Recial tensiona

" have somevhat increased since World War. II, The uhitea are accordi.ngly

quite absorbed in domestlc concernao
~ The electorate is antimooviet, tut its hostility to the USSR would
in most cases mbably not go so far as to epprove allwout participation

in 2 war Overseas, or any faxm—reoching austerity measuree in the domest:.o

‘economy unless South /frica vas closely threatenedo Although there would
probably be substantial mmbers of voluntary enlistments for overseea ‘




©

i

a3 would industrial mobilization on a total war bas:lso

| emphagized the danger ~f a native upriaing and urged the mdviaabdlity of

~6lement, and their puritanioal dieapprobat:lon of American "higa J.iving "

~ feriority complex which coupled vith defeatism, hag developed a profoundly
oynical selfishness, Properly led and equipped, the French make excellent:

Allied Political

service 1f var were imminent, conscription for that purpose would Yo opposed,

Although they could not be subverted or easily paniokéd, vwhite South
Africons oigth ve specially mﬂ.nerable to payohological warfa.re vhich (1)

Overseas participation in a wvar; and (2) tried to diacred:l.‘b South Africa's

potential allieas, particularly by appealing to the anti-Britiah, anti-
Oatholic and anti-Semitic sentiment to be found among the rural Afrﬂma.ns

Non-whites are extremely vulnersble to Commmist paropaganda againat
the vhites; but their backwardneee and high illiteracy (except for the
Indians) would make them poor propa@anda targets, = '

 Ihe French are fundanentally a demoeratic people with a strong
mili‘bary tradition, a great feeling of culh:ral superiority, who, because
of their recent history, have a pathological fear of Germany and an inw

offensive troops. The natiom as a whole is susceptible to psychological
werfare, | .

__g__lz_umg a selfasatisﬁed, stolid peopley comparatively lmamenable to
nilitary diacipline, have g long tradition of democracy and neutrality, and
of international cooperationo They possess a marked intolerance of any=
thing foreign. Unsusceptible to psyahologioal warfare, they are developdng
a military tradition baged on mxdergmund aotiv:l.tieo during World Wer IX
end the postwar conflict in the NEI, but 2re under no 11lusions as to their |

]

impotence in a major wsy,
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Ihe Relzlhng are in most respeots eimilar to the Dutch, but have a
more highly developed individualiem and senge of expediency exd ere more | {
easily influenced by peyohologloal varfere. | |

The Italians are an extremely ﬂeud.ble people militarily and
diplomaticallyo They have a atrong sense of 'bheir cultm-al auperior:lty
.‘ whioch normauy orients them tomrd the Weat. 'l‘hey are presently etrcfeited
with var, have abendonéd their dreaus of & new Roman Eupire, and desire |
only a chance to eat and work. Discontented with the Goverment, and re-
sentf‘ul of & central adninistration, they have developed a cynicism tovard
their owm rulers and toward other countries which includes the Vatioan,
although the Church gtill possesses considerable influence, The I'balians
are capable of sustained constructive effort when convinoed of its de~
sirab:.lity, and make good defensive troops when they believe 1in their
cause and in their leaders., The people are, houevez-, smngly and widely
influenced by changes in fortune and are extremely eusceptibla to psychological
varfare,

Ihe Spaniards are tmditiomliats in religion and 4n evea'ything elgs,
‘fhey are a proud, arrogant, ineffieient, 1mpractica1, and visiomry people, |
capable of sustaining great hardshipa, but i.ncapable of diseipline, They |
are legalistic but possess no raspect for the J.a.w° They are anti-comunist,

- bub becauss of their low standard of living end the high incidence of

| extreme vant, Spain would be a fertile field for the sowing of Commnist

| doctrine wvere it not for the strong repress:.ve neasures of the Govermnent,
_'I'he people are highly susceptible to psychological varfare,
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traditions, the Catholic Church, and three centuries of political and

' grandiose dreams which they camnot carry out, They du not mke dependable

with the- trouhles of other nations, vith the determination to defena thesr

- They meke excellen'{: soldiers, akillﬁzl, brave, and possessed of a high degree
. of technical ability in planning and waging war. They are great rumor

TORASECRET

The Portuguege have a predominantly Western orientation baged on

econonic dependenoe on the UK, In mattera touching national pu-ide, the
Portuguese suffer from a sensitiveneaa wxioh 1s rathological. 'l'he -people
are poor, illiterate, and pase:lve; they are given to the fah'ication of

troops and are extrenely susceptible to psychological warfare, or aqy other
kind for that mattecz'o o _
Ihe Sylgs are a oold, srug, democratic, conservetive peopls, unooncerned

country at all’ costso A1 though traditiomlly neutral, they are sympathetic

tovard the west, They are not susceptitle to, propaganda '
.@J&M possess the atz-ongeat military tradition on the continent

of Europe, and wvhile not strongly oriented tovard’ the west,, their Welve

years of anti-Commmz.st teaching the historic emity toward Rusaia, and

some experienee wvith Soviet occumtion has led thenm to fear the USSR more

than they do the Weetern £114es, As a people, the Germana are egooentrio,

nationalistio, and authoritarians they are industrious, laga:liatio, soornful

of democracy and veakness, and arrogant or obsequioue as gerves thedr purposee

mongers, but are not easily deluded by pa'opaganda
Ehﬂ_&m are strongly oriented towvard the west, and are generally
an optimigtic people » confident of their ability to menage their destiny,
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vith strong provinodal loyalties and l:ltt.le nationaliem, The peop].e
are industrious and individmlietio, not aaai]y given to hysteria and
, although possessed of a_high degree af moral courage vhen their ri@ta
areinvolved,exhibitaah-angsenaeofewpediemy
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1b (3) Subversive g_&umzetienn. ' S o

United Kingdomc

- II, Although Co:mmmist influsnce. in some trade unions is appreeieble.

. and the government would have the strength and the prestige to. aet

and counter-intelligence, moreover, are believed to be exoe,llent.,
British faeclste have a negligible influence,

"foreign language groups, the left-wing press. and the Ionbor Progreeeive

‘the two largest trade union orgenizations olaiming some 800,000 members,

- Communist activity in unione is greateat in the Pacific Coast province

Communist und coxmnumst-inﬂueneed orgenizutione heve & polit:lcal .
potentiul hardly ezoeeding nuiaanoe value, No conmmist line ﬁnde
e very vridely reoeptive audienoe._ In. event of wur, persons euspeeeed
of seditious or treaaonable agita*bion would be quickly an-eated under
emergency laws oemparable to the "Defense of the Realm Let" under

which Oswald Moeley, for example, was incarcerated during Viorld War ‘
it 15 presently on the wane and, in an emergency, top union leedere ,
quickly, forthrightly, and ei‘feotively. Internal Britieh seouriw
cmdao

Conmunist in.t"luenee in caneda is een‘bered in ]abor org&nizations.

Party (eomuniat) ‘It is estimated that the: communlst Party member-

ship in Carmda numbers approximately 23,000, ‘In addition, with:l.n

roughly 180,000 are under commmist influence. & small number or

active comaunists wield -a powerful influence in ten major unions,

of British Columbia and in the mduetriahzed provinoe of - Unterio

TORASECRET '
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bordering on the Greut Lakes, Politically, the 6omunists‘ in the
guise of the Labor Progressive ¥arty have no resl national strength,
Industrially, however, the oonnnimiata und their aympath.’n‘.sora.thmugh
labor unions have certuin oupabilities to interfere with operations,
but serious physicul ‘and political sabotage could be rgely fore- |
stalled by government eotion and strong populer cooperat:lon in oase
war became imminent,

Australia, | | |
liidespread Communist control of important labor unions could

, temporarily disrupt an Lustrulien wer effort. . Communlst end commmniste

front social organizations would have some :mn.t:.al nuisance value.

Rmk—and-file union membership, however. is preponderantly J.oynl. .

" The Government, moreover, would tuko draatic masurea to elimimto

. bubversive influences. 4t worst, commmist

cu.pabilities for eobnomic and politioui aabot&gé'oou!d -on’l& temporarily
rotard industrial mobilization, anor cooporation, and the dove.'l.opmnt
of umty within isustralis regarding the prosecution of the war.
New Zealand

'\lthough few in numbers, the Commmists have v:lrtual control of
‘the wa-beralde workers end other labor organizati.ons. Thay might |
thus initially have gome power which would emount to little more
than nuisance value sinca the rank-and-file is loyal and cou].d wt
long be lzd by enemies ot‘ the Government. I+ is to be expeotod that
the government would quickly take oontrol of the situation and

eliminate subversive influence,

“
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South sfrica.

The South African Commumigt Party has approximutely 1500

members and is led mainly by wall-'bc;-do white ‘intel]sdﬁuala without
&ny appreciable following in the eleotorate and 1ittle Iabox‘ aupportc
will probubly be forced underground in the neur future. in any
evsnto | o
Rutives und Indians bolong to a11 lavals of the Party, and it
is here thut ‘the Communista woald have gons chunce to diarupt South
.».frican preparation for war, Though confined largely to one province.
the Indian minority would have nuisance value, since it is mtelligent,
}well led, conscious of its grievances and roportedly 25°o conmm.iat
already. The natives ure potentially vulnereble to Communist anti
white propagunda. Howover, nutive backwurdness. disunity and laok
~ of leadership at this Juncture prevent effect:.w Comntmist oxploita-
tion. Although the Comaunists occasionally make nminoy trouble. they
could not seriously disrupt the whole economy, The government would
in emergency take quick, firm action against the leadera of a.mr

subversive actions,

Franoe and Benelux,

4lthough the Conmunist Parties and their sympathizers 1n France
and Belgium are & highly vooal, impor tant, and disciplinad voting
'bloo, the number of hard core miht&nts is inaufficient to se:lze
power by force in the absence of foreign intorven'bion. They are
capuble of returding the economic reoovery of both countries for

short periods of time by isoluted strikes and sabotage but do not
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have the strength to curry out a general strike. Belgien commiats
number a,.-pronmutely 40,000 militanta. while the French purty hes

‘ebout 160,000 membersg enrolled in pura-military organ‘zations. In |

the letherlands, the Conmunist Farty includea some 20,000 militants
whom the Government is well uble to control. The Dutch ure incroasingly
anti-Communist end the politicul influence of the Party is sma.ll.,

ltal IND Switzerlands upain, and Portugal,

The most poverful end influentisl Communist Party in Western
Lurope is in Italy where the pare.milit ary personnol nunbers approx—
im.tely 150 000, end where 8 million votes wero cast in April 1948
for Communist cundidates ang their assooia-bea. A Commzmist :I.nsurroction
in Ituly would meet with initial success in the north where the

lerge cities would probubly be. lost temporarzly to the ineurgenta.

- VWithout oonsiderable outaide assistance. homver, the commmists would

be unuble to retuin their control. is in F&-anoe; the Purty cen
reterd recovery by strikes und sabotage but cannot curry out e gemral

. Btri]’eo

Two potentially subversive groups exist in Spa:ln, the Commmists

énd the non-Commmisgt groups opposed to Franco, Both are outlawed,

The Commumnist Party probubly has about 8,000 truined militents end
mure thun 25,000 adherents, while the unorgunized non-Commumist
opposition to the Franco regime has a potential strength of mre than
50% of the populationo Both groups lack bower- to overthrow the
Government, although the Comnunists | continue, by romeziting lla bor

unrest, alowlowns, gusrrilla action, and sabotage, to mo.intain &

AW
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sma’ll scale but Widespreud "permanent inaurréctio'n” In the event

of politioul disorders the Communists possess the oapability of
aaamning leadership of large numbers of the unorgunized anti-l"ranoo
proletum.at.,

In Portugb.l &nd .Switzerl‘and the Cumimiét,s, who number’abd\:tt 600
und 43000 z’*osyéctivaly, pose no actual or potential fhfeuf to. the
- reginmes, | DI _ | . | , B

Western Germuny end nustria.

In Vestern Germany and in Austria, tho Couuntmzsta number ahoub
5,2 of the population. Id Gorany they Would be capable of consider-
uble subotege in both government and 1ndustry and could omte soms
civil disorder,’ They could not, howover, effeot armed insurreo'tion
or large scule guerrilla aotion. . Communist potentialitiea in austria
are amilar to those in Germany but on a reduoed acale exoept .'m

-the Soviet Zone whera overt Soviet support oould be expecbedo




Allied Political

The United Kingdom is the strongest ally of the US 4n a political
sense, Ite propapanda direcﬁed.vtbmd Eagtern Europe is believed to
be relatively effective, owing to (1) hreadth of experience in Propegandsag
end (2) the fact of its post-llarld War IT moderate socislish goverment,
"~ which ngices British propaganda ieaat suspect among the socialist-minded
- Bastern Etmpéans. If Vestern Europe were ocoupied by the enemy, -Britie'h
encouragement of resistance groups would be competently managed, The
Untted Kingdomenjoya -- and exarts %Briuahadvanmge-aninﬂmme,
in greateur or lesser degree, in mumerous countries outaide the Gcmnnuealth
and Empire. ‘I‘hiaisoftenbeneﬂcialtotheﬂ‘so ‘

Internally the Britigh Government and people are united ona ﬁ.rm
policy vis-e~vis the USSR. lbrale is this regard is high, In var 1t
night aventually tend to veaken, howover, (1) under prolonged, intensive
bombardment against which counter-measureg vere ineffective, parti.cnlarly
if the gesumption gained currenacy that allied strategy e:acluded the defense
of the UK as a matter of prioritys or (2) if the Western sea epproachos
were not kept open sufficiently to ‘enable the maintenance of a viable diet
and of g substantdal measure of the economic life of the country In var,
theUKwouldrequ:lretobeeupportedeoonomicaJbeytheUSo L:l!neulse,m '
'appreciable diversion of industrial plant to ndlitary production wuld be

$3
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Allied Political

feasitle only if US econonis ald were inoreased to fﬂl the Eapo »
It might be politically impossible for the Britiah Gavernment to approve

the use of masawdeatmction weapong, - unleaa the UK were first attaoked
by them or unless the UK becane ha.rd preseed by attacks employing 00D
ventional weapons,

Sanada.
 The most éigzxifidant politicé.i factor adversely affeoﬁ.ng Ganada's
‘ver potential 1s (1) the traditional division of fealing betueen the French-
'canadian and the British populat:lon elemante with regard to pnrt:loipation

in nflitery conﬂicte involving the Brit:lsh Empires and (2) the tz-aditioml
Frenoh-Canadian stend against conseription and against mﬂitary serv!.ce .
exceptto deaf.‘enc'(hmnea:.'o:l.l‘> Theaeuotﬂ.dtendtodﬂuteacammanm
eﬁ'ort a8 in the past, However, for religious reasons and beocause Ganada
would appear rore direcﬂy threatoned, the Frenoh-Canadiana ubuld be more
1nclined to participate in and aupport & var against the USSR, loreover,
this schiam would be further reduced by the govemmnt's own reluotanoe

to supply forces for other theaters, owing to the expoged northern frontiars,
The Mﬁoml stand of the Frenoh-camdiana provides .an enemy with some
‘grounds for psyohologioal verfare and might reterd Canadian mobdlization

at the outhreak of hostilities, ‘

The yprineipal political element of strength 1ig the geneml reoo@i.‘bion
~1n the Dominion of the identity of US and Gamdian strategle interests,
Thie recognition would meen full official oollabomtion in prepamﬂ.on | |
for var and in industrisl planning, Canads weuld be a fully dependatle ally.
Y
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Australis would i‘ully support the m:l',_'follog:lng a teuporary period
of confusion growing out of Commmist influsnces,
| The continent would be totally avaﬂable for allied uaa.
The Australian . people would be dependahbly resolute.
Bev_Zealand.
- ‘ New Zeale.nd'a var effort vould parallel tha'b of 1939-45, vhen thc
oountry mobilized cn en all-out besis. Difﬁculties a.r'.lsing ﬁ'bm Gomnmisb
- influence vould be temporary There uould be no political objections to
overseas enployment of the serv:lees. The people and govemment uauld be
united in en ‘all-out effort to oontribute to victory.
There is no queatidn of -South Africa's co'operationA‘as regards US use
of its baaes and accesa to its strategic raw mterials - It 4a8 dorubhml,
hovever, whethm* its willingneas to put 1ts econonw on a full mrtime
" basis and gend troops overseas would 1n e new var, even g0 as far ag in
World Wer II, when South ifrics sent some. 80,000 men to serve ou'baide the
‘Union, primrily oving to Smut's leaderahip. "‘here is a pronounced hoatﬂitw
tovards the USSR° but the atrategic value of this is offset to an appreciable .
degree by (1) deteriorating polit:leal relationa and military coopera‘bion |

betueen South Africa end the UK uhich might complicate the task oi‘ inw |
tegrating South Africa. in the cozmmn effort; (2) growing racial tqnsions
(subject to some exploitation by Soviet efforts) which might oorrvinoe .

the Govermment thet internal security requires the retantion of most South
South African troops at home; ang (3) a ‘general popular disificlination to sccept

‘TOR, SE&? -
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economic austerdties 1n 8 potential oonfnot against on antagonut wh!.oh,
™ matter how disliked, is stﬂ.l regorded as esepntially some one else's
problem, If the Soviet army wore established in North Afriea, __however,
more active stépa could bo expecﬁed to support an Allied effort, |
IJon-uhite Allied troops would mt be aocepted into South Afeica

for any reason,

French, Belgian, and Dutch contritutions as Allies.- of the US .i.n a
var againgt the Soviet Union are largely atfategio; their Mmeeaeé are
largely tactical. France is potontiany the bost US base on the . continent
of Europe because of {ts transportation not, available a.irﬂ.elda, port
facilities, and :lts ease of acceas fyrom the Ilediterranean, the Atlanﬁo
Ocem, and the English Channel., The lany and uell develpped harbora and
ports of the Low Gmmtriea would be important m:llitaxw assets if they oould
be held or retaken before being btedly damaged, All ‘three nations possess
a resorve of trained mnpower, vhich in the cage of F‘mme and Belgium 1s
well adapted to meohanized varfare. . In their coloniee, all three poeaeas,
too, either strategically placed land msaes, or important eoonomic agsets,
elthough insecure Dutch control over the Eaat Indies would Jeopardize the
availability of that rogion’s reaouroea. - France and the Netherlanda have
many trained and competent scientiata, The three nationa, homaver, suffer
from a2 severe lack of military materiel and fron ingbility to produoe enough
amsandeqtﬁmenttosupplythedrarmies. Fiml]y, anceandthel.ow
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Countriss are highly vulnerable to attaok by land and air, a tactioel

| diaadvantage which goes far to outweigh thelr strategic asaetao o

Although not g6 vulnsrable to land or air attack as ﬁ'anoa, Belgium,
and the Netherlands » Ttaly posaeaaes most of the same tactical diaadvantagea
and some of the same strategle assets, Its roserve of :lnduetr:l.al mnpouar,
including trained technicians, 4ts position in the Ueditarranean, and Ats
potentially valuable naval and air bases in Italy as well ag in Sardin‘la

 and Sicily would be importa,nt either in delaying an emw advance or in

the reconquest of the continent, The condition of the Italian amed foroea
and Italy's lack of industrzal capacity are serious deﬁ.citag

With the exception of their @ograpbio locations and thoae of their
overseas and island possesaions, Spain and Portugal vould be of goant value
to the Western Allies, The rugged terrain of the Iberian peninau]a, the .
paucity of transportation facilitiea, the weakness of the armed forces and
of the economies of the two nations make them poor potential Allies. The

‘ strategic location of Spain, in relation to the lediterrancan and Nopth

Africn, however, requires that it not be allowed to fall into hbstila control, -
The elaborate inner defenses of Switzerland, 1ts well trained a.mcr,
and the high morale of the individual soldier would serve to delay for
sometime the total cccupation of the country, Lack of industry to prov:‘l.de_
erms and mmitions engd inability to supply its people with food emept

- by 1mport, hovever, would prevent the Govermment fron holding out for long

aven 1f manpover vere availeble fog,a protracted struggle. Switzerland's
chief value would be as a neutral center for egplonage and clandostine

/
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Both Western Germany and Austria eve aé vulneratile to attaclk ﬁ'on
the east, and 80 dieorga.nized by total defeat and occupation that evul
their potentially great strateg:lc advantages o.re of 1little value, Hestem
Gemany has a 1arge reserve of trained mnpower and the greatest :lndustrl.al
complex in Europe, ‘the life of the oountry hawever, ie dependent on’
inporta of food a_nd raw materisl as is the case with\AusMao Neither
has a mtioml arnw ~ The strategie signiﬂcanoe of both nations for the
- imediate future is nil.
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So{riat Economic

(1) Industrial Efficiency,
Tha induptrial efficiency of the IBSR, as judged by Western |
standards, will renxain at a comparatively low level throngh 1949 beeause

of the shortage of skilled labor, low produntivity of‘ lsbor, baokuard

'teohnol_ogy, bureaucratic methods of management industriel waste, :ln-

sufficient capacity of rail transport and contim:ed dislocat:lon of' in-

| dustry and pomlation.

The Satollite countriss will not hava regained their pre-
war 1eve1 of industr:lal efficiency by July 1949, A return to this levvel
will be prevented byt war-tims 1osses of skilled 1abor and enginesrs;

.the natural antagonism of many workers to Comm.mist control; :I.nept Soviet |

interferenca; shorteges of certain machinery and materlals- and 1a.ck of
unifornity in Soviet and Satellite rail systens. '

An integration of the Sov:let and Setellite economies for a
Joint war affort will involve conaidorable economic adjustmeit and will
temporarily retard an effective utilization of the Satellita economic ‘

potentialq
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large, mobile, and cheap labor force to the Soviet econonw ebonld not be
" discounted. Other favbrable factors in the Soviet Union's mnponr problem

an emergency, the USSR can remove significant numbers of mn ﬁ-m farms

2. g (2) Manvower. I

The total non-a@icnltural labor forea in tho ussa during
the pariod considered 1s estimated at 50 million, which ucludos 33
million vorhrs in industry. From 'bhe point ofvview of total mmbera-
of industrial workers, the compe.r:lson with prem is favorable, and 18
only 500,000 below the 1950 plau However, the shorta.ge or nk:l.lhd
workers is acute, and the haat.y attampbs of the Soviet authoritiea to
£il1l these ranks is resulting in an output of illvbrainad workers., While
this situation may correot itsslf in the longerange point of view, the
effocts on 1ndustry in 1949 wm not be favorab]e, The supplyvor unskilled
workers will be sufficiemt, | o

- The mumber of forced laborers is estimated at 15 nillion,
Whila productivity par man of this group is low, tb.a usefulnasa of such a

are the mumbers of ak:!.lled and sami-skilled war prieonex'a and sld.l-led
foreign labor recruited from the Soviet Zone of Germny

The farm labor situation is more favorable sinee g0 many
womsn and children recoived sevaral yaars experiance during the war. In

into industry or armsd services without serious detriment to farm operationa,_
The Eastern Europsan countries contain a non-agricnltural
labor force of about 22 milliom, manw of whom are highly sld.lled, Czacho-
Eastern Austria and :
slovakia,/Eastern Germany would be excellent sources of skilled labor for
the Soviet Union; although shifts of skilled lebor from Eastern Europe to

strengthen the USSR would in turn wesken the ecoﬁow of Eastera Europe.

TOP RET
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(s) Foodstuffs,
Bread Grains.
Production of hread grains in the USSR is estimated at 50.4. miu:lon
metric tons which is 90% of the 1935-39 average. On a per capita pro-

duction basis, estimated proeduction of hread grains will be 257 kilograms
ar 87% of the 1935-39 average, Whils this may appear to be a weakness,
it must bs remémbared that consumption 6an be adjusted quickly in order to
~ conserve bread grains, While on]y bread grains are included here, it is
lmown that certain coarse grains and even potatoes ma;y be added to tha
‘bread mixture, This praotice can be instituted when and if the hread
supply is tight. |

The total production of bread grains 1n the Satellite countries,
“is estimted at 23 million metric tons, On a pe‘r capita production basis,
estinated production of bread grains will amount to 20/ Xilograms or 93% .
of the prawar average,

Coarse Grains. |

Production of coarse graina in the USSR is estima.ted at 24.6 mif!lim
" metric tons which is 63% of the 1935-39 average, On the basis of amount
of feed per head of livestock (excluding sheep amd goats), the supply of
- coarse grain from the 19487;1.;.3' become 291 kilograms per head which is 83%
of the coarse grain avail able per. hsad of livestock in 1935-39. Obviously,
production of meat dajry products and other livastock products in the

USSR will be at a relatively lower level then in prewar,

é$2—
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Coarse grain production in the Satellite countries (excluding
the Soviet Zons of Austria) for the 1948+49 crop ysar is estimated at

Sovief. Econonic

22 million met.ric tons, approxinately 90% of the prewar average. On the
basis of amount of fesd per head of livestock (excluding shesp and goats),
the supply of coarse grain from 194849 erop year will be 414 ld.lograms

~ per hesad, a al:lght reduction from the 4/.!. ld.lograms available for live-
stock in those countries prior to the war. Production in the Saviet Zone
of Austria is eatinated /1'75,600 metric tons, wuich is 21,% of prewar.

Hoat. '

Heat production (carcaaa weight) is estimated at 2,1.83 000 metric
tons which is 73% of prewar. On a per capita production basis, 12.8 kilo-
grams of meat will be prodnoqd,_ which is 71§ of prewar per capita production, -
| Yeat production (carcass weight) in the .Satellite countries is

- estimated at 2,797,000 metric tons, or 24.6 ld.log'ams per person. There |
are no f‘ig’ures. Immedistely available on which to basea‘ a pfewqr ﬁc,omparia;on°

Production of fats and oils (animal fats, butter, fat outs, bacon,

and vegetable oils) is eustimated at 1,276,000 mqtrid tons which is about
70% of the prewar production., On a per capita production basis, the 1949
proﬁuption will be 6.57 kllograns ar 68% of the prowar average.

v The fats and oils situation, therefore, will be one of the tightest
:l.n the Sovist food pictnre bu:b here again eonsumption can be regu].ated
quickly in order to conserve. the s-apply.

Produstion of fats and oils in the Satellits count.riea 18 estimaf.ed

at 966,000 metr:.c tons, or on a per capita bs.sis of 8 6 kiloyams. There
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are no figurea imediately e.vailable on which to ba.se a prom compar!.-

aon, » |
Sugar production during the period qons:!.dored is estinated at’ 2,1

million metric tons which is nearly up to the prewar level, On a pro- |

-Guotion per capita basis, production is oatima'bed at‘10, 8 kilog'm which

is 85% of the prowar averags. - .
Sugar production for the Satellite countries is estimated at
2,245,000 metric tons, On a per capita basis, production is eatimted at
20 kilograms, Thsra are no figures immediately available on which to base ¥

a prewar compariaono

2. & (3 (o) Electric Powsr, -

Electric power output in USSR by 1 Jul,y 1949 way prove sufficisnb
to moet all esséntial wartiie requirements. Soviet self-suff‘icisney in
electric powsr hinges basically om (1) tha amounts of pover equipnent
produoed domestically and procured from foreign sources; - and (?) the tim

required for the installation of equipment, - o

In light of such favorable factors as (1) new wartime installationa;
(2) enticipated restoration during 1948 of all war-damaged plants; and (39
now construction and expansion of existing facilitias, electric pover out-
put in the Sovist Union by 1 July 1949 is likely to reach an annual ra.'t'.a
of 76 billion Ew hours with an estimated installed eapaoity of 17.t0 18
million Ew., This repressnts a close approximation of the amticipa‘bed require~

- ments. The ma:dmm prewar capacity of 11,4 nﬂ.llion Kw was surpassed in '

cof
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_194'7 with a total of 12,5 million Kw, , v
The ma:l.n problem that- wi.ll face the Sovbets is that h:lgh
" proportion of electric power is provided. by g-relatively few major 1
stations, The destruction of these stations would severely reduse in-
dustrial output since there is no‘ ;ompleta grid system to provide al-
ternative supplies to main industrial areas. |
The Sa'bellite countries excluding the Sov:l.et Zones of Germny
and Austria will have an estimm‘uad capaoity of 5 million Ew and in the
aggcegate they are expected to produca approximately 20 m:lll:lon Ew hours
for the year. The bulk of this capacity vj.ll be utilized by Polish and
‘Czech industry Reliable data for the Eastern Zones of Germny and
_ _‘Austria dre not available, |

¢S
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2. a. (3) (e) Coal,
The out.put of coal by 1 July 1949 is expected to exceed 200

Y

million metric _tons, which it 13 estimated, 'will satisfy Soviet war- |
time consumption requiremen’oa. It 1s believed that this rate of- produc»
" tlon will be attained despite such presant retarding factors as inade-
| 'q\mte equipment poor maintenance, and 1naufficzezxt transporbation. The
_eventual elimination of these 1mdequacies will steadily improve the anmal
rate of production, The mexlmum prewar level of production of 166, mi1lion
metric tons has been surpassed by reans t;f rés;tor'ing war-damaéed fiélda,
déve'lopment of new flelds, and continuing increases in the rate of produc-
tion in the new fislds. The chief factor thef would hinder Soviet war
efforts would be the local shortages of coal that wou]d occur becauso of
difficulties of transporting coal from surplus to def‘icit areas.

_.A surplus coal production in the ASatellita area is expeqwd to
total 26 million metric tons during the period considered. This will be
sufficient to meet deficit in Soviet coal requirements should their indigenous

R

- coal production fail to reach the scheduled éoalo .
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2, g. (3) (d) Petroleuy.

Soviet patroleun production by 1 July 1949 will probably bs
sufficient to meet wartime civilian and nilitary mqu:!.remts. It is
expocted that the 8ovieta will acconpliah this end by a contimed polioy
of vigorous exploitation of indijenous reserves, stringent allocation of
donmestic production, util:lzati.on of synthetic fuel and importation ot’
Sgtellite production, . ’ ‘ .

| Soviet orude oil product:lonbyl July 1949 is e:pochadtoreach
and possibly surpass the 1940 lsval of 31.2 m:lllion metric tons; prov:lded
that the industry contimzes to expand at the a.nrmal rate/g.,z million metric
- tons, Although Soviet refineries ére 0'd and outmoded, there m'esently

exists an excess of‘ raefinery capaoity over crude output, Whi'!e some
deficionc:les of high-grade gaso"ino and luba-icanbs will ccmtinue to be in
prospect for the Soviets in 191.9, in ganax'a.l it can be assumed that o:ll
shortages will not be aerious enough to efi‘octiyaly :hnpair the Sw:!.e'b Var
Econcmy, The primary limtations expectad to hampar Soviet wa.rtima pro-
dustion are (1) shortage of extractien and rafining equipnent; (2) an

| inadequate supply of technicians on the operational level; and (3) tramsporta-

tion bottlenscks,
Satellite cutput will total approximately 7 million metric tcms and
a surplus of gbout 4 million metric tons over Satellite raquiremsnts will

probably be available for utilization in USSR proper.,




L

- ing fa.otors, Pig iron output may be hindered somewbat by unauile.bil:lty
- of anough 9:00d coling ooala Much of the oold.nv coal must be hauled long
. .distanoes, over 1000 kilomet_ers » plus ths fact t.!;at the total quentity of

" good cokiny coal is considered just .adequaio, However, the scrap posi-
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2, g. (3) (o), (), (o) WMM

By 1 July 1949, estimated vroduction of iron ore, plg irom, and

steel will be as follows:

Iron ore 38;7 million metric tons
Fig iron . 7 R

. Produetion of the above items will appx‘ox:lmnte 1940 produotiono

Iron ors reserves are olentif‘ul, even considering the low vrada of nuch

of the iron ore in the USSR, a.nd therefore not 111:91:9 to impade produc-
tion of pig iron, althourh production mathods and transporta :lon are limite -

tion of the USSR is unusually good durins this period dus to warborn scrap,
with possible stockpiling indicated. This supply of scrap will more than
make {xp for a possible deficiency in pir iron that night ocour, The

large a.mmmts of s erap wai’ able have resulted in the Soviets increasi ng
the amount of scrap chargad into the furnaces to an estimated 40% as com-
pared with the prewar practice of charg:lng 25%. To produce 18,3 million
metric tons of steel in 1949 with a 40% charga, only 11 rillion metric
tons of pig iron will be required. In 1940, 13,7 million netric tons of
pig iron were used to produce 18‘,3 million metx:lc tons of steel. Besides
5 ai bottlenack iay exist in some

the possible shortage of coke in 194
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2, @e (3) (D) Ferro- Alloyg. -»
The production of ferro-clloya by 1 July 1949 wlll be adequate -
for fulfilling normal industriel requirements a8 envisaped in 1949. For

- a Soviet war economy, houever, serious problems would be presented. As
- any electric or open hearth furnace may be used in the production of
4 . ferro-alloys, furnace capacity is plentif‘ul The USSR is the world's

largest producer of the two most important ferro=alloying elements, ;

manganese and chromite. Of the other ferro-elloying elements, the >

Soviots will likely have an adequate supnly of nickel, tungsten, and :

vanadmm only for normel usage. They will have an inadequate supply

of cobalt and molybdem;mo The ghortage of the latter tuo items, hovwever,

means only that the Soviets will mot be able to take full advantage of
technical advances in the field of ferro-alloy metallurgy.

The Sov:lets are dependent on foreign sources for e.ll but very
little of their cobalt and for much of their molybdemm. - Witb:!.n the
Soviet orbit a small amount of oo_balt can.be obtained from Finland, and

= smell quantities of molybdemm from Finland, Rumenia, and Tugoslavia, :
Other sources of these two elements are not reported to be exporting
them to the Sovietso

The Satellite eountriee produce euffic:lent quantities of menganese
and chrome to meet their own reqtﬁ.remente,, but they are deficient in
tungaten niOkel s and vanadium, The small quantities of mly%:demm
Produced in Rumenia and Fugoslavia will pa'obably be morted to the USSR,

70"
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) types of rolled steel because of lack of balance in facilities for pro=
ducing certaln finished rolled products such as cold rolled steel, M
steel for tinpla'be etc. '

- Soviet Economic

Production of ateal in the Satellite area will probably tobal about
6.5 million metric tons; provided that ah:lpmexrba of iron ore tron Sweden
to Poland and Czechoslovakia are contimed; A cessation of these lmports
- would force a reliance on low-grade domestic ores and bring a reduction in
output Golne supplies are sufficient to meet all Satellite requirements and
 permit sizeable exporta to ths Soviet Union. -
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2. g. (3) (b), (1) lop-Farrous Metals.

The altmimm production program of the USSR is prog.-esa:lng at
& botter rate than that of any othea- non-ferrous me‘bal. Produauon,
cluding seoondary notal, has inoreased from 135,000 netrie tona in 1945
‘%o aproxizately 195,000 tons 1n 1947, It 1s estimted tat production
of alunimm by July 1949, will excosd 200,000 metric tens, Satellite
contributions will augnent this by about 18,000 metri‘e’ tons, |

Bauxite pmoduetion wvas estimted at 400,000 tons in 1944 and
it is believed it will reach appro:dm‘bely 550,000 tons by July 1949,
With Fungary now a Satellite coun'bry the Sovie‘b Union. contrals ‘the -
'world'a largest bauxite deposits, as uall as those in Iugoslav:la, also
" en important producer of bauxite, ‘

Copmer.

Primary copper production of the USSR during’ World ter II
was as high as 160,000 netric tons, Since consumption exveeded 310,000
,-tonsanmnlly largeamountshadtobeimportedtomeethermneedao
By July 1949, USSR copper productdon, including aecondary mtal, 13 e:n-
bected to reach 255,000 tons, which is st:lll short of Vorld Var II con-

sumption, Production in the uatellite cowmtries of approximately 1oo,wof

metric tons of coppem- ig suff:lc:lent to meet their own reqlm'ementa,
pert of this cutput may be dive@ted toverds the Soviet ver medso

o
e
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T4n, |

It 15 estinated that by 1 July 1949, Soviet tin production
will bo epproximately 8,000 tons, This 1o considerally below har re-

- quirements which canmot be satisfied by the negligible production in v
Satellite countries,

Lend.

Lead produetion, including secondery metal, ia eatim‘bed 10
reach 135,000 notric tons by July 1949. Froductive capacity of lead in
the Soviet Uniom could be increased wvith tho use of modern equipment,
improved transport fae:llities and rractical exporienoe in concentration
of leadwzine ores. Although some progress has boen made s:lnoe the var,
m'oduction of prima:py lend is st:lll inadeqmte and the USSR is obliged
to use eecondnry netal fron Yugbslavia and Poland to increase her supply.

-Totol lead produot.c.on in the Satellite areas, os of 1 July 1949, 1s ex~
peeted to reach 72,000 motric tons. | -
. . :

Zing production in the Soviet Union, uhich Increased frcm
90,000 tons in 1943 to approximately 100,000 tons in 1948, 18 estimted
to reach 125,000 ’cons, includ:.ng gecondary metal, by 1 July 1949, Rew
quirenents, cstimted at 155,000 tons anmmlly mst be me'b by imports of
secondary metal fran Yugoslavia and Poland Total zinc productlon in the
Sabellites will likely reach 120,000 metrie tons by the above date, -

TOP SECRET
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2. 8 (3) (9, (), ), (n) Cremicsls,

‘ Sulphm'ic acid production for the fiscal year 1949 is eu:pected
to be in the neighborhood of 3,500,000 nmetric tons., 0f this tonnage,
‘however, it is believed that mt more than 2,000,000 tons s of ‘such

- quality that it can be converted or used for nnmitions or industrial
use, The balance, or approximately 1,500,000 tons is uaed for ‘the : .
" acidulation of phosphate rock for fertilizer,
Produotion of sulphurio acid in the Satellite oountries uﬂl
be slightly under 500,000 metric tonse |
Sulphup.
, The USSR hag signiﬂcant natural sulphtm deposite in the
- Middle Volgu, Crimea., Caucasus, Central Asia,a.nd Kamchatka. Mch of
- this supply lies in relatively inaccessible areas and transporbaﬂon

is a prohlem. .
Satellite produotion 1s estimted at 15,000 motrdo tons,
Eyriteg.

_ ‘The USSR has enormous natural reserves of pyrites, The prevar
- | supply of sulphur pyrite was about 1 million tona per year, There 'is no
reason t£o believe that production in 1949 fiscal year will be below the
m'euar mrko The output of pyrites in the uatellite bloc will be about
350,000 metric tons,

7
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Zertilizers.

Production of mineral ferti‘l.izers in the 'USSR during the
1949 £iscal yeer is sotimted at 3,400,000 tona., ‘This compares favoratly
vith the 1940 supply of 3,100,000 tons., The estimated 1949 roquirements
wﬁlbehrgerduetotheexpandingagﬁculttmlpmmmbaaedondemnd
for greater ‘orop yields, o ' '

- Eert:!lizer output in the Satea.lite countries will be slighﬂy

tnIder 450,000 netric tons,

Tor?"% CRET
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difficulty of reclaiming from aynthetic rubber and product:!.on probably
will not exceed 25,000 tons by 1949o '

St g
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2. a. (3) (o) Bubber. |

USSR gynthetic rubber production is estimted to reach the
yearly 're;te of 150,000 tons by July 1, 1949, Besic raw materials for ._
the produstion of rubber are available in plentiful supply, with the
poseible exception of alcoholo -In an emergency, the non-industr:!.al
censumption of elechol will be drastically reduced in order to provide !
alcohol for the rubber industry, i

Production of natural rubber in the USSR from kol~segyz, suayule,
and other plants is estimted at 'below 1,000 tons for the 1949 f£igoal year,

Reclaimed rubber pmoducﬁon hag made alow rrogress due to

- The Soviet Zone of Gemany can produce about 1.8,000 metrio
tons of synthetic rubber which accownts for the entire mbber outptrb \
in the aate].lite tloc, This is sui‘fioient to meet estimted reqtﬂrementa;
hovever, the Gopendency on outside sources for m.tural ‘rubber wili |
serioualy impeir synthetic production in wartime,

g
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2, g (3) (o) Dimker. :
 Total timber production in the USSR dirdng the perfod cone
.sidered is ostimated at 230 million cubic metecrs vhich is 137 above
the 1936-40 average. On a per capita production basis, 1949 ﬁsoa.'l. ywaar}
‘mdmtionvﬂlbeWofmmr . | '
The produet:lon of industrial t:hhber; hovever, is ‘estim‘bed‘
at 112 ridllion cubdo meters or 975.’: of prowar. On a per oapd.ta. product:lon
besis, production will be 83 of prevar,
Lunber production is estimted at 30 mill:l.on cubic meters
uhich will be 91% of prevar. On a per capita production basis, 1949
fiscal production will be 75% of prever. ,
 Comparisons with the prevar aituation appear favorstle because
-of the inclusion of Finnigh, Baltloc, and Polish production form those
- nevly acquired areaso The situvation in tho more 1mportant 1ndus‘br:.al
timbers is less favorable and is a wealmess that vill affect other
Soviet industries,
Timbor production in the oatellite countries w:ill totel roughly
» 110 million cubic meters, uith over half of the production provided
by Finland and Yugoslavia,
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2 8. (3) (p) Alreraft.
It is estimated that the a:!.rora.ft produotion of USSR aml
the Sabellitea dm-ing the: per:!.od considered vill be as fqllows:

4 oduction _ G | Jon.=Fune .1242 ' '
| Thanber 12,500 7,500
Structural Vei, 66,250 o 41,250
(1000 1be, ‘ , , :
Mimber : A 00 - 300
Steuctural Weight ' . 800 | 750
(1000 1bs.) 5 ‘
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2 3 ) @ ibter Vantsles.

Iotor vchiela In*oduc*bion by 1 July 1949 is estimated at
274,000 unitaa This compares to the 1947 proguction of about 15‘7,000
motor vehicles (mostly trucks) and to roughly 92,000 vehioles in 1945,
Hovevar, the 1949 fiscal year production will be below anticdpated rate
. of proguction sinco the 1950 calendar year Plon calls for a total oute
rut of 506,000 motor vehicles, 428,000 of uhic;h are to be trucks. Thig .
feilure to fulfill ‘the 1949 antic:.pated mator vehicle produc‘hion plan '
will ooke itself apparent in the fulfﬂ]ment of other induetrial ple.ns
The Satellite ‘production of motor vehicles is insignificant
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Czechoslovalda . 60 a0
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pmduce armoa'ed combat vehioles dm'ing the pawiod oonsidered The
follmring is the es‘bimted rate of pwoduction between 1 Ju]y 1948 end
30 Jume 1949s , | L s
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2 g0 (3) (o) Porchant Shippine. | : -
Tt 1s catimted that the combdned Sovist-Satellite ammal
rate of merchant ship construetion, as of 1 July 1949, will be |
275,000 eross registered tons, This figure includes only. oceans
going morohant vessels over 1,000 tons, and thus exoludea r:lvea-

craft and naval awzlliary types on which Soviet yards are ourrently
concentrating, Likewise, Caspian Sea vesséls are excluded becsuse

P
ar
g
i,
o
i
IR
e

they aro not ocean-poing, The foregoing estimates are somsvhat
higher then the rete at w_hich Soviet and Satellite shipyards are
~ believed to be currently producing merchaht vossels,
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2. g. (3) Submarines,

"(t) Submarine production for the USSR in 1949 is estimated at
46 units, divided es follows: e
L ' Mumh@ofﬁmxn(uﬂwmﬂ A
: Completion of "K" Class.

Completion of "L=2" Class

Completion of "S" Class

Completion of "SHCH" Class

Cmﬂ%hndOmﬁdTﬁu

 Total

Satellite States: No inﬁiéatidns of new submarine construction,

hWMSum«mtmtm@ﬂuu1suwmumpMMtwdmaﬂa®-

marinesa, from parts sent overland from Germany and USSR. Thsse reports,

& B#mmbm

hcwever, have not been completely'evaluated, pending further information,

and in any event do not renresent new construction.

LR
T
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2 ao (3) (u) mo .
The estimsted anmal production rate of USSR and Satellites
8s of July 1949, 15 700 to 1000 tons of equivalent Us0g.

-




It ig estimted that 4n JuJy 19499 U“SSR and the Satellite

~comtries will entirely or largely depenﬁ on foreign smn-cea of supply
for Mustrial diamonds, ttmgsten, tin, oobelt, molybdemm, apecm
‘types of machine toole, and some precision eq;xipmant. The Satallitea
vill be deficient in bigh-grade :lran ore, '

The dependence on outgide sources for natural rubber wﬂ.‘l

_ .be temporarily relieved by ctm'ent sﬁockpa.ling
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2 8. (5) Irangport Copabilities.

Transportétion in the Soviet : Union dependa mainly on the
railroads s which eblll account for about 90% of all. 1n1and f‘reight
traffic, Freigh’o haulage, as reflected by average daily carloedinga
is expected to approach the 1940 level by July 1949 . Iiowwecr, Judging
by reports of the first 2} years of the postwar Five Year Plan, both
construction and rehabilitation of railuaya are far behind plazxned
levels because of the shortagea of stesl tmd poor mnagemento Even
if a sharp inerease in steel output and & markeg improvement in
_organization occur before July 1949, the plen for new oonstruotion is

vnot expected to be more than 50% fulfilled at the time, Rehabilitation

over the prewar levelo ‘The rolling stock position, 'bhough diffieult to

estimate, should be aomewhat better by July 1949 than in 1940 but
1ocomotives and rolling stock must gtill be used intensiVely to meet
increcsed demands of irdustry, .

The additional problems involved in transshipment between the
USSR and Satellite aren resulting fron gauge differences cannot be over««
emphasizedq Gargo handling equipment required for t.ransshipment is not

' aveilable in sufficlent quantities; and the tine required for changing

the gauge of only & few main Satellite linea will excluda the possibillty
of major inprovemen‘ca bei’ore J‘uly l949° Iil’bhough Satellite rail shipments

o

5§~
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aro approximately up to the 1940 level,. rail tmriaport would be a 1eading
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bottleneck in any combined war effort. Satellite constriction of rails and

engines have been negliéible; in-oduction of rolling stock has been ine

sufficlent to meet current requirements; he;ini_enance and replacement

have been inadequate; intensive utilization of e:ds’ting.faqﬂiﬂeé. has

speeded deterioration; and whoiesala Soviet removals from ‘occupied “areas,

rarticularly from Soviet Zone Germény, havé generelly .disrupted rail transpoftf,
lbtor transport is of 1itt1e signifieance in peacetime USSR

as it is used mainly for short freight hauls fron farma and industries 'bo

railroad stations, portas, airportso 1t is believed that by July 1949

the road system will be in somewhat better conditions than prewar and that

- the general level of motor transport will be slightly improvedo However,

this will not relieve the strain on 'ohe railmy systam to any apprec:.able

degree, as 1its total inland freight turnover will be little more than 2%

_ of the total freight carried. In the event of hostilities, this lack of

adequate motor transport will serioualy impair the operation of the armed |

forces.

Hovenent of freight by motor transport is being puehed by the

-Satellltes to supplement the overtaxed reil systenm and 1t is expscted that
motor freight will represent raughly 103 of total freight movement. Further |
utilization of notor tra.nsport will be limited by the mmber of vehicles
and the highway network, '
U .
Inland watem:ay transport is expected to almoat rega:l.n i‘bs prevar
level for handl:mg about 8% of the total inland i‘reight tm'mvero ‘Lack
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of adeauate shipbuilding o nd repair facil:.tleu, low priority on iinprdvemen‘bs 9
wsrtine damepe to the river fleet and to port facilii_:ieé; improper
utilization of existing, shipping and .freezizig over during the‘ winter
are bottlenecks for an J.ncrease in the level of mvor freight turnovero
' Donube shipping vill account for apprommtely 10‘3 of Yugoslavia,
Runenian, and Huxgar;.an :E‘raight sha.pmants and wlll renresent lesﬂer amounts
for Ingtern Lus tria ’ Czechoslovalcm, a.nd Bulgarie, Roughly oue«-third of
Polish freight and Oﬂv‘“fifth of Cernan shmments vill move on inlond
water transport. : , T
Straterlc Sirmificange, "
The main point of stmtegic strength f the USSR and Satellite

arers, with z’espe'cf t0 transport conditions as affecting the war potential,

1ies in the geographic fect that the areas are contiguous, and posgscess

interior conneeting lmmo In general therei‘or'e, .Sov:iet' corrmnications

ere not subject- o the wrms of‘ attach which can be developed against

sea comnm;,cwt,: on..,., In mny réspects, on the other hand,. Soviet and fctellite

trangporteiion suifers from inherent 'strqtegic wesknosses, The lack |

of o major merchant varine, for example, precludes the,franSportation

of large todies of troops to overseas aree'.r;, or Sheir subsequent supporto s
IJithin the uoviet-gutellite land~ mags Jthere 1s a stra eg:{c

waakness in the poor co"*nm..cationu betueen the areas west of the Uraw,

,end the Maritime Provinces, The Tzfans”qibarian:mllroad is incapable of

poving the awntiniss of Lrcight vhich vould be raquiz‘e_é for major con

tinuing hontilities in the Hast, . This ;‘ééﬁciency cranot bo eliminated by

]
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~ the use of air transpo’rt, or alternate land routes. Furthermoxe, the
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Soviet Union does not cont:éol the riece'ssary amount‘ of hige—-size merchant
vesgels to permit extensive moveznents by .sea i‘rom the Baltic and Black
Seas to the Pacific,, and the USSR could not prrotect the gea routea in’ a.rw
case, _

“An added strate gic weakness results from poor d:.stmbution of
land co*'mmz.catlonao North«mouth rail lines in the Balkans, for emple,
are too sparse to support 1a,rge movements directed at ‘che Bosporug.
~ Another major weakness of the Soviet land ‘transportation system is the

v prdblezﬁ of geuge difference s vhich has long plagued Soviet operatiéns
around, the entire Soviet perimeter, N '

A localized strategic weaknoss exists in the war«-damged, dig-
rmantled and deueriorated rall system in the Soviet Zoae of Germany " This
-syotem, on the verge of collapse, will be handling less than half‘ :lts
norrel peacetime volume of traffic. Lhere ls ut the most only one double~
trac.k 1line into Derlin. Under wartime conditiong, the syatem might be _
organized on the bogis of one-way lines, vhich could probably handle -
ninimm militery requirements for through trafficu Tha full exploitation
of the :.ndustr:.e.l potential of the area by the USSR, hoxwver, would
hard.ly be atbainable umier such conditions,

TSRS
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2 g. (6) Stockpilos,

(a) Raw Matorials,

USER, ' : - -

s

Broed Grains, |
‘T’na breaed gzrain stockpile on June: 30, 1948 ig estima”déd
13 million metric toné, or a ’Q«mnth supply based on éurrent rate
.' of consumptiom However, 5,7 million metric tons could be added froxn
the 1948 crop orm;g‘.ng the total to 18¢7 mll:.on{me‘bric‘i;ong,, or
noarly e G-momth' supply, if the USSR should deaide not 4o export any
grain from the 1948 eropa ‘ | |

Comrge Grain,

he conrses rrram stockpile ie eatima.tcd at 4 million
. wotric tons or & 4emonth stockpile of feed for lyvastocka : Including
cosrse grain from %the 1948 crop,, a s'bookpi.le oi' 209 mzll:.on metrio |
" Yons, or aeurly s o-«mn‘th ctll-)l)ljp 1s indicuted should the USSR deoxde

to oxport any grain from the 1948 crope

Fats and 0ils,

Vihile stocks mey be of minimum q.zantity‘, there isg
evidence that tha USSR is buildj.ng up its oilsoed stockpile,

1 A%
Buger,

Sugar stocks on June 30, 1948 pv'obab'iv were about 2003000
netric tons wm.ch represerrts a J-week supplyo nading to this sugar
’ ' : .
Foom mh-s 1948 ougar hoed crop could provide for & i;otal stock of about

e.i.(‘r(')eOOG tens or & 10wwook supplyo

Y9 -
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Coal.

Apart i‘rom possible strategio coal ﬂtockpilas, it is
probable that every industrial en'berpr:z.se of any impor‘banoe attempts
“to maintain rescrves equlvalen-b to at lesst one month's requ.i.rements
to compensate for Beasonable fluotuntzons, Kowever, the magnitude
of these resorves is not known, :

Rubber stockpiles eatimated in‘1945 at leas than 27.,000
tons, probably will have inereased to aomewhere nsar 100,000 tons |
.by 1 July 1949, This inoreese is due to heavy bwing of na'bural rubber,
mostly from lalaya since 1946, with expeotati'ons of continued large ‘
purchases, and- possn.bly sone :.mports of synthetio rubber from tho
_ Soviet Zone in Germany,
| Be.mtea o _ ‘
It is doubtful thet the Soviet Union is etockpiling
dome.,tlc bauxite since the new ple.nts are all located near the deposits
and increeses in mine productmn are made to meet the demanda. Howe
over, since the Soviots are demnnding large increases in. Hu.ngary'
bauxite output,, thls 'bonna %@» plus Yugoslavian production may be for -
stockpile purpoaes., } ' ' °

Yool | |

Recent heavy purchases of Australian and New Zeala.nd
wool may mdlcate 3 stockpiling progrmn in this commodity.

’ Uraniumo , ‘
The estimated étockpile swéilébie to USSR in 1949 is 2000

Tog}z%;;;
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o 3000 tons of U30p equivalent.
| Tungsten. A
It is ostimated that due to imports from Koros and.
China the Soviet Union will in 1949 be able to etookp:ue roughly
2,,000 netrio tons of tmxgs'ban abova the normal consmnption of 8,000
tons pr year, This indlcates that. the Sonets by mid~1949 will hava
a stockpile which will under normal condltlons last about one e,
Scrap Iron and Steelo |

War«born iron and steel sorap in the USSR plus lérge
shipmonts of sorep from Soviet Zone, Germany have resulted in the
probsbility that!extensivo stockpiles will exist in mid~1949,

Satellite Stutess B

Stockpiling mthin the . Satellites in 1949 will be seriously
hmted due to the requ:c.rements of postwer reconstruotion and develop-
meit in the Satolllte aconomies. Such sbockpiling a8 doos Bxiat
- will amount to no more than normsl induatrial reserves, and. in most _
cases, will be less then normsl industrisl reserves,

(6) (b)_ Militax;y.Supplie&

lilitery Equipment
USSR and Satellite States. : .

‘ The attached estimates of ma jor types of mihtary equip-
‘ment as of 1 July 1949 are denved as follows~
8. Estimetion of present quantities on haﬁd;
be Subtraction of attrition between now and 30 June 1949;
Co &ddition of estimhted praoduction between now and
30 June 1949, | _ , |
No account has been taken of possible transfers of equipe

ATt
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Estimated Equipment s of 1 July 1949

~§  Yugoslavia

“Rusnit

Humngary Bulgeria Albania.
/s | Res. W/Tps {Res.| W/Tps|{ Res. | W/Tps |Res. Vi/Tps | Res.
Tanks aund SP Guns || 550 50 % 0} 160 o 560 0 0 0
Armored Cars | 50 0 12 0| Uaknown 25, 0 Tnknown
Wilitary Trensport}6000 5000 Unlmown | Unknown Unlmown Unknown
Vehicles :
Guns (exoept SP) § 375 25 36 . 36| 526 % 190 0 15 .0
100 11 and aboveq |
 lows 11000 125 62 0| 580 400 50 0 60 0
§EE$§%_ |
Yortars M 850 100 200 50 | 560 400 450 0 5 o0
80 MM end above M . . :
{xortars 350 50 100 25 { Umimown 250 50 40 o
Under 80 MM _ v
i i
»




RET

qu/%(c

.Soviet Econonmie

Foland - Anuowgmwo#mﬁb. o wggm
| ~ %/Troops Reserve . w/Iroops woueg_m _ w/Troops Reserves . . B

agwamwnmwoéu,./ - 300 0 - 180 0 60 140

gw&nﬁw , : o s o 5 o

Miitary ?B%oﬁ I = o

405.38 7 . 7,000 0 5,000 . 0 1,800 9

Gums, SoE snd over 600 0 600 0 165 1,000

Guns, wmﬁvmmﬁ,. . 500 0 1,200 0 1° 550 e b
| lortars, 80KM'and over 700 ° 1,000 0 250 1,000 .. 1]
Mortars, under 80 - 50O 0 0 ) 0o - rmco.

% It is assumed that Finland still rotains her large mdoawh ?amon..qmm ) held ovor
from the Wer and due to be mE.uoEwmﬁaao

m.«cowﬁ.wmm shown are those with troops and u.b rogerve of awww&rq supplies gwobmvum

_ to Satellite armies, -
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mout from ome country to another country, It should be noted that
in some cases, s.g. Rumunia, th:.s may result in confsiderdble chanrro

in the sala or purchase of equn.pment by the vurious nabioms.

Aircrafi
USSR

A3 of the present thére are an estinated 15,000 military

airqruft- in operational units, with a 100_% raservbo In addition, an

be x.blllzed for military purposes,

Assummg normal attrition end no moblln.zatxon prior to

1 July 1949 the figures presented above will still apply ag of that

98tineted 5000 trunsport type miroraft are presenﬁly operational

within the Civil Air Flest., Of this number , approx:unate 1y 3000 could

’ duteo
Satellite States.,
 Combat  Non=Combat
Albania 40 . . &b
Bulgaria 225 20
. Czschoslovakia 213 305
Hungary . ‘ - :
Rumania S § - 200
Yugoslavie 667 181

’ .—-'

-9
. TOP SECRET

Totel OPeration&l & Raserve.

65
2456
518

394

848

/
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2. 8. (6) Nayal Supplies. )
No Statistical data is availsble on the type, locaﬁions, and

quantities of naval supplies of the ‘USSR and’ Sate.tlites which w-.lll

permit any reascnable projection to J’ul_y 1949, nor is any data a.vail- _

able to indicate what is on hand a:b nresent,

The Soviet Navy is: believed to exizt msrely on cumpem; suppliea
and materials mada available to 'bhem only as occasion demands, Adequate

supplies of fusl ail are avallabls in the Northern Baltic and Black Sea a

arcas, but are in short supply in the Far East, 1Is is known that only a
six monfhs” supply is kept on hand in the Pacif‘ic area, and the Fleet has
great difficulty aecuring this, There is no inteclligence to indicate the
extent of swckpiling in the European naval areas of fuel oil, but it is

'reasonable to assume that sufficient stockpiles are and ean be maintaimd
- for any opsraticns projected to July 1949. vith respeet to the Far East,
there is soms mi;ella.gence evailable to indicate that thers is a small

e.maunt of fuel oil st@ckpiling, but there are no f‘igures available.

Vith respeet to Satellite countries,, only small tok:an forces are .

available, and there are no appraciable reserves of' supplies or materials

on hand, If the ocee,smn arises, it ie belisved that they will re],y upon

the USSR for any such supplies or- mterialso

T@M] |
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2. 8. (7) Conolusions of Strategic Simmificancs,
.. Tho combined wertime prqductwe abilmty of ths USSR and

Soviot Econonic

Satellltes by 1 July 1949 will be below thet of 1940, While 'bheir

‘industrial end egr:.cultural capaci’ay Will thssn be conuiderably,

adwmnced over the 1945 lbvel, dei‘:.cienon.es 1.ulJ. conkinue in certain

key f‘:.elds primarily in transportetion, skilled manpowor, high--gradev

' gusoline end lubricunts, apeo:al types of machine ‘bools, sone "pr,eoi'aion
'oquipuent, industrial dlamonds, certa:.n ferro-alloys, tin, nﬁtural

rubber end cert.in types of finished steel, Stocks of most.vital

comuodities wi]l probably bev below the prewar lovol,
Dasprte these deflca.oncles there is no doubt that the
Somet bloc would be able to mob:.hze its economy for a medor war

in 1949° The extrome f‘lexibzl:.ty of the Soviet war economy, as

' evudenced in horld Wer II in the ahorb rum would pemit the necessary

adgustmorrbs to ovorcone most of the above weaknessea., :




TOP SE@RET

ECONOMIC FACTORS

ALLIED NATIONS




gn

TOP SEGRET - oy b

Allied Economic
2. b (1) Industrisl Efficlency. L

The total outpu*b'o_f a country is largely the product of two factors:
(2) the resources which the nation has at its di@pbsal and (b)' the

efficiency with which thoss resources are emplb’yed' Industrial eft‘icieney

is & part of the second factof. Apparently no measurss of mdustrial :

: efficiency for the various nations are available. Any measure o:g' index
which might bes employed %o indicate the‘de@jee of industrial ef'f:lci_ency' '
a glven country hss attained, such as & measure of labor productivity,
ivherontly ﬁould reflect the effects of both factors rather than a‘vpcrtion
of ths second alons, The followingv date ars presented, however, as having

. a bearing onlths subject.,

-

Comparison of relative production psr man hour
in mamzf&cturing industries for specified countries,

Soundry © Yesr roductivity
%or US. .
(D.8. 1937 = 100)
United States = 97 100
Gormeny o 1936 | 41 :
Camaée 1937 . om |
United Eingdem 1935 h : 36

Date on pr@duc*bion por man hour 1n manufacturing industries which
reflect nob only industrial efficinncy but other factors are available for

: bur, e few of ths countries concermd and only for prewar yaars. In the
prevwar years (se@ uabulatiun bolow) mztprut per men hour im the United
Kingciom s.mounted to. only about a third that of the Uzdtsd States and

A alightly loss than that of German;y Production por man hour in Caiwﬁa.,

g A .

77 o = b
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hovever, was more then two-thirds that of the United States and mch
greater than in Germany. o y |

Data on per capita income (which are 'probably aven 1§ss irdicative
of industrial ef ficiency than output per man honr) are avallable for &
. greatsr number of countries. In 1938 the per capita income of the desig-
rated countries ranged from 31 percent (Union of Sou’oh Africa) to 98 per-
cont (New Zealand) of that of the United States, The per capita income of

the dosignated countries, on the ;oth,er hand, was markedly higher than thoae

of various Eastern European countries which averaged about 22 percent of
United States per capita income,

Per capita incom in specified countries, 1938
(in U.S. dollars)

: : Per capita Per cap:lta

Covntry income : Mgz - —-dDoome. .
United States 511 : Belgium , o 257
. _ France- 24,
New Zoaland 500 South Africe 161
United Kingdoa 483 Cgzechoslovakia 137
Australias _ 423 Hungary 112
Canada : 352 ' .. Bulgaris 110
Retherlands , 322 - ~ -~ Poland 94

The above information suggesis only indirectly the relativs industrial
efficioncy of the various countries, since amons other factors the number
of hours per work-year is left out of account, Statis'tical comparisons arel
- not conclusive. In gsneral, it ia;ﬁ'alieved‘ that ths industrial efficiency
of Canade under wartime co@tiem would probably be the highest of the
' oight comtries {and would aporoach that'of the United States), followed in

order by the United Kingdom, Netherlamds, Belgium, and France, Thet of New

Zealgnd, Australia, and the Union of South Africa ecannot be judged, even in

T(?/PO/SE/REI‘ |
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relative order of magnltude., On the average, the industrial efficiency

‘of the elight designated a.lliea prohably is significantly higher than the

average of tne USSR and Ea.stern Europs.

TOE/ ;cﬁET
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Tha high degree of industrializa'hion and the high level of industrial '
production ettainabls in the eight allied countries is reflected 1n the i
following f‘lguras cn the composition of t.heir 1abor forcaz _ _

| Millions Percentags

a.ﬂmsﬁm _at‘.Igm..
© Noa~ggricultural | ' 49,6 " 75.9
Agricultural . o o .L_Agﬁ 24
Total T ' " 61.8 . 100.0

Since basic data uaed cover diffex'ing periods and inasmuch as worker
estogories are not i«lsnticaily defined in’ official .reports of the v;arioua
countriss, these figures are only rough anproximations., Unemployed -employ- |
ables are ineluded; mlltary psraomxal are not, It is probable that the
wartine increaee In military psrsonnel would not materially reduce ths size
lef nke labvor force as s»ated here. For some countx'ieq (e g., Australia.)
;*.ccrei.ions to the 1&b0r force in recent yoars have not; been included Hore-
ovar, losses to \:h:a mnilitary establishment in wartime would be partly balanced
A by the employment ¢f persons who in peace'cime are not classified as employ*-
abls. |

stimates of the labor force that would be available to the Allles 1n :
1949 should taks into con.aideration two factors which supply an important
: 'complement to the figures given aboves {1) the assistance that would be
provided by Latin American and other apeas and (?) the lossos - in available
labor that & quick conquest of ”iestern Europe would entail., The ga.ina which
would result from the addition of other possible all ies probably would not

compe,nsaus for tnra sxpacted loss of Europaan labor, ﬁhey certainly vromd
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’

not eomp_ensé:be the loss if tho United K_ihgdom were neﬁtralized. The loss

of continental Europe’s labor foree would reduce the total Allied labar
force by 30.2 million and if the United Kingdom wore neutralized, by 50.4
million, ' | ' |
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2:2..(3) {8) Bread Groins, v i
o : 1000 - Percentage :
Total requirements « . 27,504 . 100
Production 1 ' : 28,0232- ) 102
Dapandonoe on foroign sources-/ T (9.519).-/ R s
V) s BY: Lha 4 :‘ I'§ & Vl'_"lb CB &Ll 1e8™ ¢ IT“ MLV < . - ; .
__/ Shows net exportable surplus for allied regiona taken collactively.

Production of bread grain within the eight countmea and thus available
for consumption during the yaar 1 July 1948 through 30 J'une 1949 is esti— '
mated (as of 16 Augus'h 1%8) at 28,023, 000 metric tons which is 102 parcent

of the total probable supply of 2’7,504,-000 metric tons. |

The foregoing total probable eupply is predicated on improvad pro-
duction in the Europeen sroup of countries and Ganada The balance betwesn
_production and the totsl probable supply indicates that the desionated
allies may have a surplus of 519, 000 mstric tons in excess of total
Boqylrements ,”

.The following considerations will be important in connection with
impo*t—export policy' ] _ v |

1) To conserve cversees shipping, parts of the Australian and
Canadian exéeaé (mors than 8 miliion metric tons) 'inay be allocated to
nsutzeal éountries (Far East, for eiample) o Iﬁ is theref’ofe anﬁieiﬁa’oed

" that the Unifed States and other Western Homisphere countries, as well as

certagn other countries ’ @y ship braad gr&ins- to the EuxfOpsan group of

countries,
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2) The dependen{;.- overseas igrrito_i-ies are thenisaiv’as ﬁeficit in bread
grein production and probably will require imports of from 100 to ’ZOOV,OOO
metric tons during 1948-49, _ B o -

3) The Eastern Blée is expsc‘bed to have a oonsidera'ble excasa of
broad grains during 1948-49 from which possibly 2,000 000 metric ‘tons or |
more might be offered for export, Substantial quantities are currently being ‘
shipped to Western Europe in exchange for esssntial imports., The destinaw

tion and quantity made available depend on Soviet policy.
) In the event. of war, possible suppliee from the Eastern Bloc would

be cut of‘f Other important sources of supply ;zrobably wcu’d be unchanged.
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1000 Percéntage‘ '
i (A _ T )
Total requirements ‘ o 254420 100
Production ) o 21,771 85
Dependence on f’ora:.gn aourcas-/ : . 3 658- 15

1/ Other then the eight desigmted allies themsalvas.
Productiono _ ‘ |

Coa.rae grain production in the eight countries and thua available
for consumpmon during the vear 1 J’uly 1948 through 30 June 1949 haa ‘been

" estimated (as of 16 August 1948) at 21,771, omm-,ric tons which is 85 porcent

he tm;al probable supply of 25,429,000 metric tone.

The foregoing prcduction and probable supply 8itnation indicatss net
imports of 3,658,000 me-i:ric tons which may be increased in view of pros-

" pective large crops of feed gralns in the Western Hemisphere, ) Various f‘actors
vixzcluding the following are pertisent to indicated importss |

1) Assuming the surplus production of Australia and Canada {about
600,000 metric tons) is ﬁade avai‘lable‘ o i'._he other six couﬁtries, thé uﬁgovered
balance of 3,658,000 metric tons may be’ supplied_ largely by shipmenta from
other Western llenisphars countz'ies, ths United States supplying nearly a
th:lrdo

2) The depenrdent overseas territories will meke no contribution of feed
grains~ certain of these will require 300—400 000 metric tons supplemsntal
to indigenous production. ‘

3) The Eastern Bloc is expected to have a considerablo 1948-49 e8xcoss
of feed grain from which possibly 1,000, 000 metric tons might be offered for
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export., The destination and any quantity made available for export will

depend on Soviet policy.
%) Ia case of war, sunplies from ‘the Eastern Bloc would bo cut offa

Othar important sources of supply probably wou'!d ba unchanged. :
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1000 1/ Pei-centage

2:..0.(3) (a) Fats and 0ils,
' ‘ Metric '-j;o_@_ of Totsl

Total requirememts | 2,918 100

Production , R DY 77 S 48
Dependence on f‘oreign sources-/ - 1,534“. o B2
. 1/ Pure basis‘ ' '
2/ Other than the eight dssiﬂnated allies themsalveso
Fats gp,d oilg produced within the eight countries a.nd thus available

for consumption during the year 1 July 1948 through 30 June 191;9 is estimated
at 15444,000 metric. tons (purs basis, 1 8oy edible) this is equivalent to
48 percent of the total probable 8upp1y of 2,978 000 me-&ric tonso

In view of the shormge in the world supply anﬁ pro'bable al lacations,
net imports are expacted to be only 1,534,000 metria tons. In this connection,
the fcllowing obsorvations are .‘v.mportant. ' "

1) Assuming that the total surplus production of Australia and New
‘Zea tend (more than 6 percent of the combined probable supply) is made avail—
“able %0 the other six countries, thed uncovered balance of 1,534,000 ecould be
suppl ied chiefly by shipments from dapendent overseas cerritories amoun"ing
. : grobsbly to. more than 900 000 metric tons. The combined nontriblrbions by
Norwey, Denmark, and Iceland might supply an additional 200,000 metric tons,
The United Statas and oth«asr ??estern Hemisphere countm.es are also expected to
contribute apprecisble a.dai'tional quantities of fats and oils, -
'2) The Soviet Union is deficlt in fats and oils while the Eastern |

Satellites are expected to require net imports of possibly 110,000 metric
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tons during 1948-49.

, 3) In the event of war, Norway would possibly become undepsndable

8z a soures of Tfish oils,
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-~ 1000 1/ . Percentage
Yotric Tops of Total

Total requirements - 5,022 , 100

Production S 2 672-' . 53
Dependence on foreign sourcesg/ o ,350,* SV A A
" 1/ Raw sugar, | B o Lo

2/ Other than the eigh“- dasignated allies themselvvssa |
Eroduction. o

,__\Agg;_ production in the eight countries and thus. aVallable for con=
sumption during the year 1 July 1948 through 30 June 1949 is expacted to
bo about 2,672, 000 metrie toms (raw sugar): this is equivalent to 53 per-

\

cent of the total probable supply of 5, 022 000 metric tonso

The total probable supply indiecatsd abom is pmdicated on possible
shlpments from outside the area of 2,350,000 met.ric 'Lons which may bs
. increased in view of the world sugar aurplus eituation. Tha following

- observations eve pertinent with respect to possibla imports. v

1) Assuming the total excess- production of Australia and South
Africa (nearly 300,000 metric tons) is made a.va:llable to the other six
countries, the uncovered balance of 2,350,000 metric tons would bs supplied
ch*efly by ths Western Hemis;:here - posaibly Guba.., Denmark might make a
sma}.l contribution, | ‘

2) The depsndent cn(ersaats térritories" could meke very considerable
shipments, possibly 800,000 metric tons. ‘ ,

3) Ths Soviet Union is a sugar defiéit country, but tha“S'atellites

are expected to have a considerable surplus of sugar during 1948=49, possibly

more than half a million tons, the ultimate disposition of which will depend

TOF SEGBET
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on Soviet poliey. ‘ E
%) War would cut off the (po'ss‘ibiliﬁy of shipreuts from fhe Satellite

countries, but probably would not materially effact _c}tﬁer sourcas of supply.

j
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28 (3) () ot/ o |
: c 1000 .2/ Percentage

Total requirements

Production

Depandence on foreign sourcesz/

J Includes bsef and veal, mutton and 1amb, pOrki:‘("ex«-l&;z’d),-horsev
meat, but not edible offals. oo T

2/ Cercass. weoight, ' »

2/ Other than the eight desigwwd allias themselvaso

Froduelion, _ A ,
| Hagt, as used in this stutement, includes vbaef and vesl, mutton and

lamb, pork (ezcluding lard) and hovss meat -but dess not mclude edible
offo.ls, The total quantity of meat produced aithin the oight countries

i ava.tlaole for consumption during the year 1 July 1948 t}:rough 30 June 1949 is

estlm ted at J,QM,OOO metele tons; this is equivalent to 86, psrcgnt of
 thelr otal probable eupply of 6 754,000 metric tonsu : o
_ﬁm&m.xmswﬁe IR | |

In view of the shorﬁa@r in ths world meat subply. &nd the probabie
resultant aellocations, net imports by the eight-country group may ‘be expsctad
to ba’ only 940 00C metric tons, In this connecti@n, “hhe f.’ollowing oboerva-
tloas are importants: . | v ‘ _ ‘ X

1) Assuming the totel excoss pro&uct‘ion oi.’ Canada, Ausﬁralia, and New
Zealani (more thé.n 700,000 metric' tons) is made available to thev other five
countries, the' uncovered balance of 940,000 metric tons would originste chiefly
" 4n Argontina and other Wes Garn Hemisphere comatrias w.at?a smanl contri’butions

by Demlark, Eire, and possibly Italyo !

4 /"7” | . o
TOP SECRET . R
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.2) No dependence can bs’ ple,cad on Depsndent Overseaa Territorias
as a source of meat supply. |

3)  The Soviet Union will have a deficit of meat in 1948-49 while the
Satellitee are expected to have a et surplus (possibly 200,000 metric tons)
the ultimate dispos ition of which will depand on Soviet Policy. »_" o

4) I, the event of war, the small Italian surplus (15 000 metric tons)

may not bs available; o'rher sourcas would probably remam unchangetL
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2. b, (3 (b)_ Electricity.

Kw capac:&.y_ -Percentage of -

Total.

o IR - Percent

Total requirements _ : - 35,311 100.0
Production ' .  S .7ﬁmﬁéagfifil"l - 99.0
Dspendencs on foredign sourcssl/ R ;f{}4$43595 | jfi;d 

3/ Other than the oight designated ellies themselves,
v io . . : o

For practical purnoses the eight allied countries may be considsred

‘as self-aufficient in the production of electric power; some electricity is

imported howsveL, and all of thase countries have additional generating
capacity under construction or projected. The combined generating capacity
of the eight countries, amounting %o 34 million Kw, 13 sufficient to supply

‘ aboub 99 per cant of total requirements,

mmm

Electric gencrating uapaciﬁy is adequate 1n all of ths eight countries

‘except, France, EelgiumuLuxemburg, and Natherlands which nurchase small

amouuts of pawer from Germany, These threo countrias rely upon imports to
proviis the ?0170wing parcentages of their total consumption of electricity,
France - &%, Belglun-Luxenburg = 4%, and Nétherlands - 1%,

ORI NI
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\ .

Porcentage

of Total

v Percent
Total requirements 100
Production © 90
Dependence on foreign sourcesy 10

3/ Other than the elght designated allies themselves,
Produghicn. |
Aggregate pxoducmon of ceal, estimated at 370 million metric tons in

1949, in the eight all.ued countrios will probale approximate 90 percent of

the current eonszm:ptiono Output of coal in the United Kingdom, estimated
at 220 million meﬁ;ric x.ons, will provide a surblus of 16 tﬁllion tona for
export and bunkaz - sim.larly, the prOduction in ths Union of South Afriea

excoeds 1ts needez by nearly 2% million ﬁonso Domestic production in thﬂ

- remaining ellied emmf,rles falls short of raquiramnts, Their relative

degrees of self«-suf?iciency are as followss Canada - 38% , France ‘71%

. Belgiun-Luxemburg - 848, Netherlands ~ ~ 768, Austral:la - 9135 and New

Zealand - 93%.
mw

Execept for France, Belgium%mmburg, and the Nether’ ands, adequate
supplies of coal could be assured. Australia and New Zealand are virtually
selfe suff‘icient zmd Canade’s defioit could 'be met by the United Stetes.
About half the def" ieiency of France s Belgium-L\memburg, and the Netherlands

e

could be supplied by ‘the United Kingdom, provided tranaportation is ava.i‘la‘ble.'
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It is not practicablle.for cecal daficit couhtr:les td buil& up stock-~
piles sufficient to mset their 1arge industrial requiremants. Accummilation
of 1afge suppliss would 'cie up transportation and stora.ge space otherwiae
neaded and lower the fue! 'a value 1nasmuch as coa'.l. deteriorates An opan

storage.,
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2. 0. (2) (4) Patyoleun,

- Percentage
of Totnl
Tétal requirements 100
'Productiqn.' | | T
Dépe‘ndence on foreign sdﬁrcéal/ | 96 :

lves.
Produetione |

It is as timated that during the yeaz' ending 1 July 1949 the oroduction

of peuroleum in the eight. countries will 'be 2,250 thousand metric tons,

equivalent to less than 5 percent of 'bl:eir total requirements. Canada ‘and
the Netherlands (not including its dapendencies) each produne rou'fhly a
tenth of their petrolaum naeds,, Dutput in. the other allied ‘countries is

- Considered collectlvely, the eicht allies are denandent on sources out- .
side their nationsl boundaries for about 96 percent of their netx'oleum require-
ments. ‘ '

In case of hostilities Ganada, in view of its proximity to the Unitod
States and its sizeable domestic prcduction. ﬁOIﬁ.d be rensonably certain of

adequats suppliee, The position of the other allied countries is less secure.

The United Kingdem, Netharlands, a.nd France, through their dependenciea and
ca.pd.tal holdings, control ?espectively apprﬂﬁcimately 41,500,000, 19, 500,000,

and 1 9200,000 mecric tons of annual crude oil output concentrated largely in

the Wastern Hemisphare and the Middle East - anough to cover annual aggregate

TSR
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Aqstralia, ‘New

ments from the East Indies. Production 1n 'the.t- part..vof the wor'ld howeveyr,

ig far from adeotm'be o meet Far East demand )

Storage facilities suitable for petroleum e.re costly to build particu.arly
if placed underground, It would be feasible perhaps f.'or emall oi‘! ‘consumers
such as New Zoaland, Belgium-Luxembourg, and tha Un.on of' South Africa to
depem substantially on stockpiles of petroleum* cmmtriee 1ike the United
Kingdom and France wcu_'ld find it exbremaly diff'icult to- prwide sufficient

storage a
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Iron Ore

- Total requireménts' : 100
Production | C8s

- Depandencs on folx'eigxi s§i;?be'§l/ G 12
‘Qg_iron and ferro«;algm“.f?ﬂ: ’
Total requirsments . 100
Production 100
Dapandence on foraign soureesy 4 :,Ei::"f";"’ . | o
Total requzrementa 100
Production 103

Dependence on foreign soui*ces’r‘l/

-1/ Other than the eight deslgnated allies. themselms.,
2/ Shows net exportable surplus for allied regions taken collectivalyo

| 0f the eighb coun'crins under review, Naw Zea.land prod\zcas praetieally
no iron and steel and only a very minor quaxrtity of iron ore; Austz-alia and
Canada produce iron and steal in qua.nti'bies adequate for most of their

ordinar,,r needs; the Ne‘therlands nroduces only:v ‘small amount of steal and

exports plg irom %o neighboring steel-producing‘ ._t‘:mzrrt;:f-:?.e.e:c In ths United -
Kingdom, Franca, and Belgiwiancembourg, howav*er, dron and stesl production
is a major element in the national «ac:om:xw° _Thesa_ elght countriea talmn a8

'] whole s export la.rga amounts of iron and stee , princi-pally finished and semi~
finisked products. | LEENE |

1
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The probable anmual ra.te of prodﬁci'.ion of §ngot steel a.nd steel for
castings at m*d~1949, in these countries, ¥i'l bs as follows (thousands
of metrie tons)s

D United Kingdom : 15,250
> . Frame . goo0
e | BelgiumeLuxembourg 5,800
) Australia and New Zealand 1,600v
Camads 3,000

Netherlands - 350

Total = 34,000

| Dsy9nQﬁnsgﬂnnganzgnzhaxsknaagm
It is expected that dem;and for iron a.nd steel durino' 19&8-49 will
continue to excesd suppl:;r and that a1l of the countries concerned will
_produce the maximum possible, Canada, Fi'ance,w and Belgium«Luxembouxfg may
find it expedisnt to sxport steel’ ingots a.nd caatings to nsighbofing
- countries, but such shipments will be small, On the whole, the eight
~ countries will bs self«suffic*en’o in rsga.rd to iron and sﬁeel and. will
tend o bs on an export rather thsu an 1mport 'basisc ,
WQJBQLW.@ Supplies of raw. materials, 'uarti-v
cularly high-grade iron ore, coke and coking coal , are not; sufficient in
the eight countries as a whole to maintain iron and steel production at
| the pmqected levels, The United Kingdom and the Benelux countries yill
~heed high-grade iron oves from Swede_i;, .Algeria, Spaizﬁ and elsewheree Cn
the over-all basis it is estimatedfthat_lz to 14 percent ofithe total }equira-

ments of ore must be met through imports,
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A more pressing raw ma'i:eris.l deficiency, however ’ is that of coking
~coel, Projected levels of iron and steel produvtion in France and ‘the
Benelux countries will be attained only with substantial impcrts of coke
or coking coal, princma.l]y f‘z-om the Ruhro "
. The supply of scrap presents a simila.r uro‘olemo The United Klngdom,
the Benelux countries and France are currently raceiving German a.nd Austrian
scrap which is convertible into steel almost on & ton for ton basisa Should
this supply be c:ut off, stesl production would fall at laaat five parcent.,
Furnace ecapacity to produce ferro»all@ys is probably adaquate , but the _ |
‘area under review is, on the whole » heavily dependant on outside sourcss f@r
supply of alloying elements such as chromite and manganese, tungsten, cobalt,
molybdanum, etn, |
The elght countries are not stockpiling eithsr raw materials ‘or iron
ana steel as sut,h beyond tho ordinary demands of 1ndustry ‘
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) a | = ' v fP!ercénﬁég@
Toial re§u§.rements | | , 1,760; 000 %4 Pe;'gg!rh
Production i o 750,000 i
Dependence on foreign sources -g/ _ " 950,000 56

y Roughly, ,600 000 tons will be required for aluminum nroduction;
' the remainder for the aluminous cement, chemical, and abras:lVe
industries,
2/ Other than the eight designsted allies themselvas,
| The tota.l ‘annual requirements of bauxi‘be for the eight desiguated
countries are estima‘ued at 1,700,000 me't'.ric tons, while theiy domestic produc-
- tion is expscted to be about 750,000 metriec tons. Thus a dafic:nt of about
950,000 tons will have to b ms.de up by imports during the veriod under con-~
- sideration, A}Jprcximateiy 1,600,000 tons will be.required for the aluminum
industry, with the remainder be‘ng consuﬁned in the alumincus cement, chemigal,
and ahrasive induatries, Practically all the estimated production of 750,000

tons will be mined in France, the only current producer in the eight count.rieso '

Canada, with an estimated consumm‘;ioﬁ of 1,200,000 metric tons, is by far
the principal consumsr, ordinarily importing its sunply from Brit:lsh Guiana,
The United Kingdom could impov'b all its requlremsnts from France, and if France
.were oscupied, from the Gold _Coast, Bauxite requirements of Belgium-
Luxembourg, South Africa, New Zealand, and Australia are relatively small,
‘Auatral:.a has important deposrts which have yet to be exploitedo

u
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v

There is no evidense of stookpiling in these countries, Ths only

stocks currently held are those necessary t0 maintain normal prgduction;
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‘ i .

Totel requirements - - 290,000 . 100

Production . ' 400,000 - 138 .
Dependence on foreign sources 1/ (-.‘-‘110,000).' 2/ -

1/ Other than tho eight deslgnnted allies themselives.

2/ Shous net exportable surplus for the eight desigmted allies taken
collectivelyo . ‘

 Broducticn,

The a.nmza.‘!. reoquirements of m'imry alwdmm for the eig'rb eountr:l.es are
estimatca at 290,000 metric tons, and production a‘b Z.D0,000 me'hric tongg -
thus a svrplue of 110,000 netric tons ui]J. mrobably be available to meet
shortagec in the United Stateg. Canada :le expocted to prodme over 300,000
metric tons vhile France may ‘producs virtm]ly all of 'its egtinated requ:lre—
, ments of 70,000 metric tons,

The designated cozmtries could be independent of other oreas for alumimm
and, ag ind:.ca’oed, nay be able to export approximately ZL‘I.0,000 tong to meet
the United Statee dei’iciencyo Substantial *bonnages are nov being shipped to
“the United States to allcviate the present shortage, uhich is expected to
continmie durinb 19/9. The United Kingdon may require 180,000 metrie tona,
of which 30,000 tons will be produced u:lthin the country and 150,000 tons

JA o/
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i

"‘,,!.mported from Canads , its usual supplier. BelgimLuembﬁrg,_Nethewim;ds s
New Zealand, South Afvice, and Australie coula'import virtually a11 their
requirements from Cenada, although IIorway is now an mortant source of
supply for Western Europeo )

 After Uorld Wexr II large stocks of secondary alumimm existed in these
- countries, but, due to increased demands, » ‘these atocks are nearing: exhaustiom
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*

- " Percemiage
i T.oneg tong . *‘ :
, : - Petrcent
Total requirements 55,000 1000
., Produotion | : . 5000 9.1
i - Dependence on foreign sources h ¥4 S 90,000 o 90,9

1/ Other than the cight designated sllies themselvos,

Profuotion,
| For the period under congideration, the annual produc‘bion of tin from
domestic or:s in the eight countries is estimated at 5,000 long tons, and
| requmez:onts at- 55,000 tons, indicating a defici‘b of 50,000 toneo Among
these countries the rrincipal pccoducer is Australa.ag accounting for about
half tben.r total tin production; the principul Consumer is the United

Kingdom, which 1g expeoted to have an estimted conszmptz.on of a'bout
30,000 tons,

Ouing to the amall produoction of tin in the designated ailied countries,
the defiolt of 50,000 long tons must be made up by irports in the form of
concen‘ta-ates and metal frem foreign sources. Ordinarily, the principal forelgn \
souroes are the Imayan Union and the Net.herlands East Indics in the For Eagh,
vith a combined rroduction of about 80,000 tons (assumin{r that pols.tieal dig-
| t:urbames do not mibstantislly affect tholr prod‘uction), Migeria and the
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Bolglan Congo in Africa, vblch should have & combined production of aboub
25,000 tons; and Dolivia producing abouis 36,000 tons, Alﬁhngh relahivaly
. small quantities of tin are produced in Portugal end Spain, thelr output ie
of minor irportance. Undez- the present allocation sya'bem (by the Gombimd
Tin Commitisee), tin metal ig allocated and exported - in quantitios of a feuw
hundred ‘ons anmually to meet essential reqzﬁ.rmenta of the S¢ belli‘be ooimm
cr:‘i.es° such shipment of eourse,, wmxld be discomtinued in case of en .
energency. \ ‘ ' _ _
Ouing to the worid ahoé-tarre s tin metal is under allocation. There is

thm 1ittle 1ikelihcod of stockpiling in the designated cmmtries except the
United Kingdom, which has meinteined atocks at an a.veraga of about 18,509
long tons c’an;ingg the past year, and could probatly incresse its tin stocks ,.
| %0 20,000 tons or more by 1 July. 1949,
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2 b (3) (43ditionsl) Lead

‘ Parcenﬁage

st I .
' : - Pereent
Total requirements 45,000  100,0
, Production h 385,000 86.5
Dependence on foreign sources Y . 60,000 13.5

1/ Other than the eight designated allies themselves.

Eroduction,

For the period mdc-r congideration, the anmial production of pm:lnm'y

. lead from domestic cres in the countrics included in this enalysis is

- estimated at 385,000 netric tong, and requiremenﬁs at 445,000 tons, indie

- -

cating a deficit of 60,000 tons. Of these oountr:ies s Austml..a and Gamda
are the principal producers, with an estimted combined production of
374,000 metric tong.
,Qgp_e_ndengg on foreirn gourcegs

' The indieated deficit of 60,000 metrie tons of primary lead has to be |
made up by imporits in the form of concentmtes and metel. Ordinarily, the
principal foreign gources are E»bz'occo, French Equatorial Africa, Horthern
Rhodesia, and Tunis, in Africa, and, in the Western Hemisphere, Mexico, ' -
and Peru., Some imports of lead are being roceived from Western Europesn
countries , vhereas imports i‘rom the Eastern Bloc are negilgihle, -

ST
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Quing to the Present v%orld ghortege of and heavy demand for ,léad,.

stockplling in the various countrics is believed to be insignificant,
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o Allied Ecoz_x_amic
Adad Zing —
_ ‘ o : Parcentage :
Motplo fons  _ of totel
o o Pargent
Total requirements 475,000 100
Production " - 385,000 ;]

Depondence on foreign sources i/ 90,000 19

1/ Oder thean the eight designated allies themselves,

, mj.on
_ For the period under considemtion, the armual production of primary
zlno fron domes tic oreg in the countries included in this analysis ia es‘bi-
mated at 309,000 netrie tong, and requirenents at 4’75,000 tons, 1ndieating
a deficit of 90,000 tong, Of these countries, Canada and Australis are
» the pmnc.:x.pel producars with an eatimated oombined anmmnl production of
3‘79,000 tons,
Dependence on fp_;'_e__ig;i gources. _ _
 The indicated deficit of 90,000 metrie tons of primary zine has to be
pade up by inports in the form of concentrates ard netel from foreign ‘sowc.eso '
Ordinarily, the principal foreign sources are the cependencios of lNorthorn
Rhodesia, oroceo, and Tunis in Africa, end, in the Wostern Henisphers, the
. United‘ States. Both zine concentrates and zine metal are lmported from Normy,
although not in large quentities » whereas imports fron the Eastern Bloc are

’

o information 1g available to irdicate stockpiling of zine in the
designated countries,
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b Additional) Coppe
f - : Percentage |
. Motwio tong
v Percent

Total requirements 710,000 100,0
Production . : 267,000 .37.6
D'ependerice on foreign sources 1/ | - 443,000 62.4

1/ Other than the elght designated allies themselves,

The anmiel requirements of primary copper for the countries inoluded
in this analysis are estimated at 710,000 metric tons and their puro&uction -
fron domestic ores at 267,000 tona, indicating & deficit of 4435000 tons
for the period umder consideratlono Of these countries Canade is the
principal pmducer‘with a possible anmal production of 225,000 tons, the
belance of 42,000 tons co'zing principolly fron Australia and the Union of
South Afriea.

Depencenoe on foreim sources,

Inammeh ag the mine production of copperr from the United K:mgdon, France,
and 'BeneJ.m: countries is negligible, pmctically a:L'L their reqvirenents of
primery copper hove to he imported, either in the form of eoncentrates or
metalo The pr*.nc:z.pal i‘oreign sources are the colonies in I.frioa, such ag
Torthern Rhodes:».a end the Delgian Congo, and in the Vastern IIem:v.sphere, ‘bhe
United States, Chile N and Mexico. The countries included in this analysis

Al
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 are mt dependent on the Eagtern Bloe for sources of coppers

No informtion 5.9 available to indioate stockpiling of copper suppliea;

a% the moment world demand for copper excseds supply.
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Total requirements 991,000 100.0
Production o m,000 0.1
Dependence on foreign sources )/ . 980,000 9.9

1/ Other than the elght designated allios themselves.

Eroduotion,
In 1948-49 the sight degignated allies will produce an estimated

11,000 matric tons of aulfur or only 0.1 percent oi‘ the 991,000 tons vhich
they wili p:robably require.
pgg_xgen on fored. Ce8a

A]mst the entire supply of thig sulfur comes from the United States,
Ttaly, once a gubstential producer, is ﬁnding it inm-eaaingly difficult
to compete, Among other sources of sulfur are Ie:cico, Chile, and Japan,
whose conb:.ned cutput, houever, is small compa:red with that of the United
States, ‘

The principel use of both sulfur and pyrites is in the manmufacture of
sulfuric acid, followed by mam;fact&e of sulfite pulp, Sulfuric acid,
discussed elsevhere, is of great strategic inportance and sulfite pulp of
high parity ia used in the mamzfacture of smokelesu powder, reyon, plastios,

end 1acquers°

oo

ToP. iécglﬁ:?f'
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demnﬂ‘o

Although sulfur can casily be stockpiled, there iz mo evidence of such
activity by eny nation, In the  United States mine stocks in recent years
have ranged from O to 13 months of the required supply including export

\ J

/-
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prosent, on a world basis, pyrites provides less than helf the supply of
- sulfur accounted for by native sulfir. o

D_enggg' ence on forelpm gources. |
The world?s Jérgest exporter of pyrites is Spain, which ordinarily

- guppliecsg most of the Tnited Winidamla - = .
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.TQPS},éRET‘ o

- . : Percentage

Metric Tons
_ N ~ Percent
Total requirements - 2,670,000 100.0
Production | R 870,000 " 325
Dependence on fcraign sources 1/ 1 »800,000 ‘ 675

1/ Other than the eight desigosted allies themselves,

Eroduction,

In 19/8-49 the pyrites requirements of the eight designated alliea are

| estimtod at 2,670,000 metric tons, only 8’70,000 or 32.5 percent of which

uill be produced by the allies themselves, This production ocours princi«-

pally in F.v:e.nce, Canada, and Australia, none of uhieh is aelf—mﬁ‘ficient

e:.ther in pyrites or sulfur,

Estizates of mroduetion, and partimﬂerly of requirements, of both
pyrites and sulfur are subject to a vide marg:m of error inasmuch ag the
two products are competitive in their pr:lncipal uses, The re!ntive propozu
tions of sach which are conguned fron year 'bo year are influenced by nany
econcriic and other factors, Horeover, data. are not suﬁ’:lciently conplete

. to permit aceurate estimtes of co*:smnption of these two items by the respective

allies, There are little data ag to the quantuies of sulfuric acid produced

in Europe fron snelter gases of non-ferrous sulfide ores, although lerge quan-

tities are so produced in England, France, Belglum, and the Netherlands, A%

135
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prosent, on a world basis, pyrites pmv:ldes legs then half the supply of
- gulfur accounted for by native sulfya,

Dependence on foreign gources. |

The world@s largest exporter of pyrites is Spain, which ordinarily
- supplies most of the United Kirudom's requirements, as well sg part of the
'requzrementa of' the other non~producing alijes. Portugal Italy, and'cypms
have supplied mich of the continentel allise’ requirements, Norway and .
 Sweden have not only. helped to £i11 Germany's defieit but also shipped
some quentities to the USSRe Although mos$ of the pyritea retmirements of

Ailied Economia

the Western Buropedn allles come from soureces vhich may be oonsidered
normally dependable, m’ne stocks of sulfur in the Unitcd States can be
counted upon for some months ‘should these sources of pyrites be owtailed.
The etrategic imporvance of both pyrites and sulfur arises from the fact
'that both ere a source of sulfip for the mamifacture of sulf‘tn'ic acld, and
less inportan*bly Jor the mamxfacutme of sulfite pulp, »
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Total requirements 5,445,000 100

‘Production T 5,451,000 | - loo
Dependence on foreign sources I/ - (¥6,000) 2/ 0

Y/ Otuer than,.the eight designated alljes themselves.

2/ Shous a very amsll net exportable surplus for allied regions taken
collectively, ' ‘ o

. 2on |

| In 194849 it ie estimated that the eight desigmated allies will require
5,445,000 metric tone of eulfuric acid, anamount roughly equivalent to their
total domestic production; Sulfurlc acid does not enter notably into interw
national trade. The industria.l nations producesnough for their own require»»

mants plus small qusntities for export to non-producing nations,

These allies pmducé moat of their sulfuric acid from imported sulfur
and ‘pyrites and obtein the’ balance ag a bywproduct of non-ferrous netal
.smelterso France, Canada, and Australia have substantial indigenous supplies
- of pyrites; tut are moetly dependent on inports of pyrites and sulf‘ur
Strategically, sulfuric acid is essential for the production of nost
| explostves (belng mized with nitrde acid for the nitrating operations),

.
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| ‘ necessi*l’-y of Tauildinr’ storage *anka

Toyzﬁmfr |

in pickling (oleans:.ng) of iren and steel, petrol-sum rexining_,, mamzfacmre
of rayon, gupstrphosphates, and many chemicals of direct and indirect miliw

Allded Zconomia

| tary epplication, In the event of war the necesam‘y quantities of su‘Li‘m'ic

aeid would be diverted. from the mmzfacture of fert,ilizers to explos:lveao
Adequate fer‘bilizers for maintaining orop y:lslds, hawever, would be vi’tala
Sulfuric acid does not lend itself to stockpiling beeame of the

158
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Metric tons ' Percentage
(P50 eontent) __of total
- » —PMT.
Total requirements - 1,767,000 2000
Produstion o 1,921,000 108.6
Dependence on foreign sources 1/ - &154,000). 2/ -

~ J/ Other than the eipht designated allies themselves,
Shows emall net exportable surplus for alidied reogiona taken coZl.lectJ.velyo

 Enoduotion,

| Production of soluble phosphates (superphosplmtes)by the eight desige
h nated allles is estimated at 1,921,000 metric tons (P205 content) in 1948-49,
or 154,000 tons (8.6, percent) in excess of their requirenentso Belgium,

| Demnm'k, and the Netherlands, each of vhich is on an er.port basia, ship their
mxrpluses principally to deficit European cotmtriea and dependencieso " The
United States supplies the Canadian and some of the Australian defioitse
There have been some shipments of superphosphates from continental countries '
to the USSR, which has huge phoaphate ore reserves but insufficient pa'oces&
ing facilitiea, - ' Co0
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Metric Tons Percentage .

- g (Kao Content) of total

» ' ~ - ' Percent
‘Total requirenents C 1,074,000 10040
Production S 800,000 - 740 B

‘Dependence on foreign sources 1/ R 274,000 26,0 o

1/ O_ﬁher than the. eight' désignated ellies themselves,
Eroduction,
' The 194&-49 estimate of potagh requirements for the eight deai@ated
| ~ allies is 1,074,000 metric ‘tons (Kz0 content), 800,000 tons or. /A porcent
of which :i.s tne eatlmted production of these coun’briea, thaaaelves.
o The deficit in the allied group ia supplied princ:v.pally by Spain,

-al'hhough the ritisgh Zone of Germany, and the USSR and Pal. estine furnish
small qwmtitiesg The only other px-oduoing countra.es are the United States,
vhich is little nore than selfmsufficlent, Poland, vhich has not exported
potash to Western Europe sinco the uar, and the Soviet and Ameriean Zones
of Gemanyo Ebcports fren tbe qo*.r:r.e*t‘. Zone have gone m-inc.ipally to the USSR;
the Amer:can Zone is on an import basis, Canada plans to exploit recently
diacovered potagh depovitsa, | | - -

As w.th othey fertlllzer mtarials, the strategio value of potash is ite

. role in mereasing crop ylGl&So Certain _potash compounds are mportant in .
' direct end indirect m,.litarv uses, ‘ .
' There is no evz.dence of S'tockpiiﬁg. by any of the_éight allies,
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2.0 (3) (n) Witropenous Fertilizers
: Metrio tong Percentage

(H content) X0
Percent
- Total requirements - 890,000 | , leO.,\O '
Produetion - - . - 886,000 ' | - 9.5
‘Dependence on forelgn sources Y 4,000 | 0.5

‘ 1/ | Other then the eight designated all:lés thenselves,

Egogggtiono
. In the figeal year 1948~49 the eight designated allies are expectea to

| - produce 890,,000 metrie ‘tons of. contained nitrogen for fertilizera ’ tlms
supplying 99.5 percent of their total requirementso
Although the United Kingdom, Bolpium, and Canada are net exporters of
.nitrogéng the other allies variously import substaptial quantities not only
- from these three ooun‘i';riea but algo. £rom Chile, the United "Sﬁates, and to a
lesser extent from Horuavu The Uni’oed States, however, is on e net import _
basis, '

Dependencs on foreism gourges.

Ho nitrogen comes fron the depondencies except Canada whoge production,

of course, 1g included in the above totalg, and none t’rom the Eastern Bl.009
Gormany (:111 zones), fomerly the world‘e largest exporter of nitroeen, 1a
now -on a substantial import bagis, Ho other countrieg are sources of nitro«
gen to the eight allies.

TOP
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The world ag a whola, and Europe in partimzler, is ﬁxtrezhaiy short

Allied Beononie

of niiz-ogen and vill contimze to be 80 for several Yyeors until repairs to

war-dameged plants, :mcreased supplies o0 coal, and new faod.lities z.n oM -
producing countries rels. €ve the s‘aorbageo . ' |

\

Inaanmch as nitmgen., in the form of nitric acid, ia essential for

of war, Adequate *"ertilizer nliarogen for increasing crop yields, hn:me_ver9
5.8 imporifant : . .
There ig no evidence that nitrogen fertilizers are boing stockpiled,

14 2~
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Metriq Tons Percentage
(PE_QS Content) - of totel
_ o Pereent
Total requirements | | . ,791,000 100.0 -
Production . . 35,000 o 14

" Dependence on foreign sources ;/ ' 1,756,000 - 28,6

;/. Other than the elght designated alliee themgelvea,
| In 1948—49 eetlmted reqtﬂrementa of the eigh?. deaignated allies m.ll

be 1,791,000 metrio tons- (P205 content) y 811 tut 1.4 percent of vhich or-
355,000 tons will have to be impor"t.edo '

| The 1mported phuuphate rock comes principally from French North Africa
and the Lnited States; the Pacific Ialands, hovever, largoly supply Augtrella |
and New Zealand, and Britlsh Hest Afriecn ie the chief source of supply for the
Um.on of South Africa, Spamsh tiorocco and Spain are smell producers of
phosphate rock,9 and Sveden and Chile of apam.te (a pIiospha’ce mineral), but
ordinarlly these countries do not export to the alliss. -

Phoepha_te rock is the raw uaterial for m-oducing superphosphate f'ertil:s.u
zers which are strategleally impor’bant in meintaining ‘crop yields, end as a
source of phosphorous for certa.ln mmnitions,

There is no ewrldenee of stockpiling cf phospha‘be rock by the designated
allies,

/9%
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o Allie_d FEeonomie

o o ?eroentage
Long tons :
| : . Percent
Total requirements 35,700 | £100,0
Production | . o 42,000 1176
. Dependence on foreign sources 1/ o (+6,306)3/ ®

'1/ Other than the eight designated allies themsalveso
Shows & net e xportatle surplus for allied regions t aken collectivelyo _
- Eroduction. . |
-The estimated requirements of the eight designated allies for synthetic
rubber in 1948-49 1s 35,700 long tahs, The only production of synthatic
rubber by this group js in Canada which is expected to manufacture 42,000
tons in 1948-.49, or 17.6 perceni; more than tha requirements of the group., o
Synthetic rubber is not produced commercially in Europs except in the
Soviet Zone of Germany and in the USSR, Output of the Scviet Zone in Ger-

many does not go to Western Buropean countries; production in the Wiestern

Zoazes stopped on 1 July 1948,

Taken 8s & unit the designated allied countries would be more than seifn
sufficient in synthetic rubbero In the event of curtaeilment of supplies of
natural rubber because of palitiecal instability in lalaya, however, the demand
for synthetic rubber would incresse., 1In the United States recent legislation
requires. that 665 000 long tons of synthet.ic rubber capacity be kept ia stendby
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Allied Econonic

or operating condition and mekes mandatory the consumpt ion of one—third
of this quantity in the transportation field, 4n additional 100,000 tons
| of capacity could be made available 'w‘i'bhin a yeéro
, - The strategic mportance of synthetic rubber rests nainly on its use
i | ag a substitute for natural rubber in the event the flow of 3uppl;n.es of
o the latter is interrupted. For some purposes, however, synthet.ic rubber
_' ' . is superior to the natural product, as for exampla, in oil-resistant uses |
| and in inner tubes, In the manufacture of tires from synthetic ruboer a
B - 8small proportion of na’t.ur&l rubber is st.ﬁl deairable, especially for
 truek tiresy tecbnical ‘advances, however, are expected to d&velop a superior
product, entirely of synthetic rubber, . ’
There is nc evidence of sﬁockpiling of synthetnc rubber by any of the
designe ted allies, |
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" Allied Economie

: Percentage c-i‘
Topsg
» , . o Percent
Total reqwﬁreme;ﬁs o - _ ' 238,000 100,0
Production’ ' y o’ 0.0
Dependence on foreign sources }/ - 238,000 100,0

Y/ Other than the eight designated allies themselves, . -

In 194849 the requiz-emnts of natural rubber ty the eight designated
allies are estimated at 238,000 long tons (exolusive of requirements of
synthetic rubber; estimated at 35,700 long tong). Although these courw
t:ries produce no na‘hural rubber;, tneir dependencies produae over 80% of
the mrld ou'cput

: mggen«gg on fogg‘img_ n_regslong,
B@c:mse of Communist~ingtigated disturbences in Ih.laya unich produces

| about half of the world’s natural v'ubber, the supply of rubber from that
region may decline. Indonaqia accounts for about a fourth of world output" ‘
political instability in that region, however, renders urcerta:.n a continye
ing flow of rubber from the ares in the event of wa.ro Less important but -
undépendable sources of natural rubber are Sian, Durma,; and IndowChina, wmch,
conbined, produce less than 10 percent of the vorld total, Should the flow

“of natural rubber to the deslgnated cowtr::.es be Interrupted, the la.rge Syt

| thetic rubber capacity of the United States and Canada would contribute gube’




Y

 stentially to meeting their rubber requirements, Some additional matural

.and Sian,

are curcently estmated to be about 209,000 long tona, etuivulent ‘bo about

'no vmusual stockpiling of the cotmodityo The United States stockpiling ob-

Allied Econonie

rubber vould be available from Ceylonb and Africa; Bolivian and Brazilian
producti‘oh, which is more expensive, could be increasédo Total supplies
of matural rubber in 1948~49 are expscted to be al:lahtry in eameaa of demand,

.‘exolusive of stookpile purclmseso

The USSR has greatly inereased 'iits' purchasges of._nrﬁde rubber, reports -
edly having bought 80,000 tons in lalaya. this year, coupared with 35,000
tons in 1947, The Soviets have aleo made inquiries for rubber in Indonssia

Stocks of natural rubber in the hands of the eight iesignated allies

9 months supply at normal rates of consumptiono In view f the lengthy
translt from producing to consumng countries, thiz reser\e is no more
'bha.n uould be expected in normal comercml operattonsg ani thns indicates

Jective; hovever, is 600,000 tonss the Tapid building vp of this reserve
iyoiﬂ.d create gomewhat of a shortage of natural rubbéro
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1000 1/ . Percentage
1 ' ,

- Total requirements L o '_ 121,500 100
" Production - | o 123,600 | 102
~ Dependence on foreign sources 2/ 0 (w0000 3/ e

Ve mtpressed as roundwood equivalent.
Other than the eight designated allies themselves,
Net, exportable surplus for allied regions taken collectively.

The total requirements of forest products for the: eight allied countries

taken collectively during 194&-49 1s estimated at 121,500 thouaand cub:lc
meters (expressed as roundwood equivalent) Production dur:ing the ‘same

: period is estimated at approxim‘bely 123,600 thousand cubic meters, thus
_Providing & net exportahle surplus fron the combined areas of about 2,100
thousand cubic meters,

Canada alone accounts for between 60 and 65 pex-cent of the total. pro-

duction end for more than 90 percent of the eacports of forest products of the

coubined areas. The estimate of a net exportable surplus from the e:lght
| countries is based on the assumption that the aurpluses of Ganada wﬁl be
at the diaposal of the seven other allied countries, This assumption is
somewhat unrealistic since it presupposes a drastic change in :the ‘pattem :
of Canadian foreign trade; in 1947 apbrood.mateiy 75 percent of the ecports
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of forest products from Canada vere sold to the United States, In view

Allied VEcmomic '

of its dollar short&ge, it is improbable that Canada would readily

relinquish or even reduce substantially this ready source of foreign

exchangeo :

Dependence on Lorsien gog;;ceéﬂ

Although there is & net export«able surplus of total forest products

:1n the combined area.s s. there are deficits of some items 9 particularly
- softwood lumber and various wood pulp products, Important sources of

forest products, outside the sight countries themselves, include Sweden,

Norway, the United.\smtes » and Finland and Czechoslovakia in the Eaetm
Bloe; rlatively smell quantities are: obtained from dependent- overseas '
territories, pupphes from the Eastern Eloec and ﬁ'om ocandinavia could
not be depended upon in time of wer, o ,

In view of general world shortages, there 1s virtually no stockpiling

of forest products in the eight-country group.,. Surpluses produced or
impo“ted slince the end of World Uar IX have been used to f'ill accumulated

. defieits,




Al].ieé Economic
2. 5. (3) (p) Allies of U.S.A.
Numbey ’ 3,699

Structural Wolght - .
(1000 1bs,) 13,309
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2%.(3) {q) Hotor Trucks. _
Units Percent of Total
Total requirements . | _329,000 o100
Production . - ' - 343,000 AR [ A
Dependence on f.‘oz.'eig'n'eources Ve (+14,000) g/ . - .“.T o

1/ Other than the eight designated allies themselves,

‘Shows small net exportable surplus for allied regions takencollectively,

Ma‘.’&a_' | : ."

Esthated production of 343 ,OOO trucks for the eight countries in 1949 |
is based on an expected 10 percent increase over that of 1947, Combined
production in the eight countries may thus be about 28 percent of that in

'the United States, Eetimated pininum requirements for the year are 329,000

units, leav:mg an exportsble surplus for the combinad areag ‘of. 14,000°

In the normal course of 4rade the United States s the only mportant
,suppuem Icports from the Unit,ed'S'bates are estimated at 48,000 units -
as compared with allied exports to outside areas of 62,000 units, The
trucks exported for the most part have special i‘eatures and would not
serve in an emergency to replace 'those_.imported from the United States.,




‘ Aﬂ.fl.ied 'Economié

- 10,000 and 16,000 wnits r‘eSpectively, leaving a net deficit of .47_,000

- . Percentage
Unite _
‘ " Percent
Total r equirements 224,000 100
Production o 177,000 . L
Dependence on foreign sourceg”y ,;7.’ 000 A | o

i/ Other than the elght designated allies themselves,

Production of tractors in the eight allied countries during the

year 1948-49 45 expected to be 177,000 units; . minimm requirements

will appro:dméite 224,va units, result:lng in 8 net dapendende oni’breign.
sources for 47,000 units, Combined production of the eight countries
is about 30 pesrcent of‘ estimated 1948 production :in the United S'bateso

The United States is the only important forelgn supplier, Estimated
imports from the United States for the year 1948-49 are 73,000 units,
whils allied exports to neutral countries and to dependencies will be
units, Certain of the larger_t,f&ckwlaying' types of tractors now obtained
from the United States are not being produced by the allied countries,

Stockpiles are virtually nonwexistent.,
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| are in the main of Briti°h types; lasser qmntities produced in the United

Ailied Economic

No account hae been ’t)aken of possibi_e tranafer of equipnent »from one
count&“f to &nothero Lﬁam&e ne account has been taken of the sale or
purcha.,e of equipment by ‘bhe various nat:.ons.,

A.mw weapons, vehzcles and equ:xpment employea by 'hhe e:lght countries

Statec and Canada as well as sone. oi‘ indigenoua produc cion in the allied

countries are also in usa,
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20 b. (3) (s) mwm:;g

l‘he e::'bimatad production of merchant tonnaga of the desig'nated
“Allied: Nations for the fiscal year 1949 is 2 200 000 G.R T.
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20 b (3) (1) m

Under pres en‘o ca.rcmatances and eondltlons s the designated

.o - Allied lations will pwoduce no submrines durinp the fiscal year of 1949o

| Navel Appropria'bz.ons prov:.de for the construotion of only 2 |
» " units, vhick w:ill not: be operational bt expermental, od 1t 15 mot
| expected that these mn be completed by 1949, Sulmarine construction
proe;mm, representing res:mdue of.‘ Uorld Uar II construction completed in
198,
Australia, New Zealand, Canada, and South Africa do not build

)

sulmarines s ahd there aro no ind:loations that uhcy intend to,

No new construct:ion contmplated for 1949o 0210 unit about
" 55.608% complete is no'h expected to complete dm'inff 1949.; o _
Belgiuxn and Lu::embourg do not build sutrarines, He'hherlands

is concerneq vith rcfztting suhmrines now in their possession, but no

v new construc'hion contemplatedo
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Allied Ecomomiec

- The 1949 expected¢ rani: production and requiremsnts of the
aight d931gnated allied countriés is information which is ccvered by
the Atomic Ensrgy'Act of 1946 and cannot be reported hy CIA without
spscigl parmission of the Atomdi Ensrgy Gommission. It is suggasted
therefore, that this raquast he referred to them for their Judpmert on

reloase of the raqueeted infbrmation.
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2¢ 2o (5) -Ircnsport Comgbilitieg.

. Powers. in July 1949 vwill control somewhat more tonnape than the. 4113es

- Allied Hations will be carry:lng in July 1949 nearly as much 'braff‘fc as they
' weve before the outbreak of World Wer II, On the other hand the condition
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‘Herchant 3 Shipping.

" The combined nerchant fleet of the designated ullied Iaations
is estimated as of 1 July 191,9, at 26,791,000 Grosp Registered Tons, |
about 5% of world tonnag99 In ueptenber 1939, s the same nations had
22, 6"‘7 000 G.ReTs The problenm e:.clucges the Uu floet s wh:r.ch slightly”
excoeds the above combined fleet. It also excludes conslderation of'
2dditional world tomnage which could. probaLly be chartered by the -
Allied IIationso Tak:ing into consideration the tonmge noy controlled
by the US and other Allied htzons s plus tonnage th.ch would prolnbly
bo ava:.lab.Le under clwruer or operate indirestly to. the benefit of the
£illied war effort, the oonclusion appears Just..i'ieu that the Veastern

controlled at the end oi‘ liorld Wer II,

Q@ Tr:.nsnor'taﬁona

In g;ene:r'a:l.19 the land transportation systems of the deﬂignated

of eauipment, vhile superior to that of. Soviet-contsolled systens, will
not he as good as it was in 1939, and resgerve capabilities are louero '
&8 @ result, the eco '‘pabilitiea of these sys tcns for added uartime commtnents

will be gomevhat less in 1949 then they vere before Yorld lar II‘,
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- designated a.lliea. taken collectively, a.re somewlmt unrealistio' if not

- of the eight reapeotive conntries are not contiguons, nor do their ‘

economies readily blend into a cohesive whole. Althongh collactively.

their strategic position nay 'be quite otherwise when one analyzea their
 ordinary and trad.i’cional channels of trade. - :

_to her "seven a.llies" but to the United Statea. Similarly, the eight

others must depend heavily on "outgide" sources of anpply Thue. only by

'which the éizht designated allies. ta.ken collectively, depend on foreign
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Allded Boonomie

2.b. (7) ggcly,ggons of Sg;atggi_c Siggifgcggee.

Deta showing the d.egrees of self«gufficiency for the elight

interpreted. with caution, they might be seriously misleading The areas
the eight countries may be nearly eelf-su.fficient in o given comodity.

In the ordinary course oi‘ world commerce, even though these
eight countries constitute ‘markets ot sourcee of supply :for &iven products. _
frequently they do not constitute one another 8 usua.l markets an.d sourcesg

for such products. Ganad.a.'s iron ore, for e:nample. ia not usnally shipped.

conntries are potentially about self-sufficient in nitrogenous fertilizers. '

but inaemuch as some of them customarily export to non—allied countries. -
enbstanrial. and at timesg costly. reorientation of established trad.e
channels ma;r the full self-eufficiency indicated be attained..

The following tabulation. ‘presgents estinates of the extent to -

sources for certain iteme.
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Dependence of the designated allied 'c;:ounmfies on foreign sources |
for supplies of designated commodities, year ending 30 July 1949. -

:Commo'di'by

- Foreign dependencel/ (% of Chief foreign sources of .

Soluble phosphates
Synthetic rubber
Forest products
Motor trucks

Nitrogenous fertilizers

‘ _ requirements) " supply
. Natural rubber 100 Far Bast2/ =
 Sulfur 100 ' United States .
Phosphate  rock - 99 ' French North Africa, Uni: bed States
- and Pacifiec Islands - -~ =
~ Petroleum 9 Biddle East, Caribbeah region
; Tin 91 . Malaya,, Netherlands East Indies
Pyrites 67 vSpainﬁf ST PP
-Copper 62 llorthern Rhodesia, Belgian Congo
Bauxite 56 British Guiana, Gold Coast
Fats and Oils 52 Philipnines, Africa, United Statet
and Argentina S
Sugar 47 Cuba ’
- - Potash 26 Spain . _
- Tractors 21 " United States B
Zine 19 - Africa, Mexico, and Peru
Coarse grains 15 - United States, Argentina
Meat 14 - .  Argentina . -
Lead" 13 : Afriesa . : _
Iron ore 12 ~ Sweden, Algeria, Spain :
~ Coal - 10 " Unfted States, Ruhr, and Poland
" Electricity 1 ' R
‘Bread grains A ot/
Pig iron and ferro-alloys 0
- Steel (ingots and castings) o
Aluninum - o/
Sulfuric acid ak/5/

o

A

/,

(S5

For strategic uses,
for pyrites.

%ncludea depsndence on the respective colonies, etc. oL
/To a substantial extent, synthetic rubber from Canada and the United States
could be substituted for the natural product, In addition, Ceylon, and Latin

2/ American countries, and Afriea produce small quantities of natural rubber.

.&/lndicates net exportable surplus for allied regions taken cdllec’giv;aly., ,
‘5/Considerable dependence on foreign sources for rew materials, see text.

naturel sulfuir from the United States can be substituted




'‘Allied Ec'onomic
With gome reorlenta.tion of their esta.‘nlished pattema of

-

trade the' eight ommtries could ’be self-sufficient in ‘bread gra.'ms.
steel oapacity, aluminum snlphuric acld, nitrogenous: fertnizers,
soluble phosphates, synthetic rubber, motor trucks and most forest
products. In a few mstances. the- eight auies are on a. substantial

» export bagig. o - SR
- _ : At the other extreme the eight countriee would. hava v!.ta.].
deficlencies in their suppliea of certain 1tema.. It 19 apparent tha.t |
- %3n and natural rubbeir from the lfar Eagt and petrolaum from the Oaribbea.n
' -‘region and the M1ddle Eagt involve eritical supply aituati.ons not on:l,r
because of the strategic nature of the comnodities themselves. ‘nnt e.lao :
because of the extreme deficiemcy of 1ndigenons allied production, tha

lack of adequate alternate sources. the inherent difﬁculties of wart!.me
transportation and polit:lca.l uncertainties 1n'he producing areao.
. The character of foreign dependance nay be aa mportant as

~ the extent of the clefic.tency itgelf.. Fortu.na.tely for ma.ny items. tradi-
tional gources of supply would not be 1mm0d.1ate1y cloged in the event of
war. The importance of the various areaa froxn which such supplies ma.y be
obtained are indicated below. o

| The United Stgtgg would be able to furnish the allied conntriez
their entire requ:lremants of snlf‘ar and cover their d.eficiencies of coal
and ccarse grains and could by control of the Caribbean pro‘ba'bly contributo
to the allied petroleunm requ:lrementa. In addition. United States supplies

| of phosphate rock and fats and oils would anpplement other foreign sources

' to satisfy allied deficiencies.
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' which requires intercontinental transportation across

Allded Economic

Africa would be the most . impoﬂ;ant single foreign source of phosphate

rook, copper, zine, and lead. In addition. it could supplement . other foreign

sources as a supplier of bauxite, fate and oils. and iron ore.

The Far Eagt 1s important as the supplier of 91% of the allied require-

R .ments of both tin :md natural rub‘ber and also as a souroe of fats and oils :

/

. and phosphate rock. -

Latin America would be a'ble to sa.tisfy allled dei’iciencies of suga:r

ami meat.
_Sm_igg is importaot as a auppiior of pyrites, potash, iron ore and

zine. | - o

Sweden is ordinarily the aniea countries' nost importa.nt single

foreign supplier of iron ore.‘

The Middle Eagt uswally supplies virtually all of the allled daficiency
(96%) of petroleun. _ R

The Allied Nations will enjoy in 194.9 an. element oi‘ strategic strength

in their ability to organize transport operations br air. This lone,orange
 mobility, which chmnot be matched by the USSR, 1s based in part on the

availa‘oility of world-wide air bases, It would be of particnlar significance
in gaining advanta.ge through rapid initia.l moves a.t the ‘outset of hostilities.

‘The feregolng concluaions are true without re@ard to the dominant position

of the Us in air transport, and would. apply to a far greater degree if the
resources of the US wers taken into consideration. ‘

From the point of view of surfa.ce transportation there is a strategic
)

‘weakness in the Allied position, due to the dispersion of its component areas.

: lnerable sea 1anes.




Whil' the world tanker fleet, xclusive of 80viet~controlled vessels, is

"I‘he surface transportation positione of the 80viet~8atellites and

e
o
- 2]

‘of the Allied. Nations, as viewed. along the 1ron curtain across lmrope, seem
b be. balanced strategically in favor of the Alltes. Inportant allled
ndnstr!.al areas are close at hand and are .connected. by highly organiged

o ALy et dt AL e
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surfa.ce facnities, with many alternate routes. The USSR, on the other haml.

could not match the nearby industrial resources of the Allles, and wonld

d.epeml on sparser lines of supply to this erea. Thus the resources for the
' maintenance of the rail systems themselves are also much more accessible

to the Allies than they would be to the Eastern Powers.




