W Approved for Release: 2018/07/24 C02903581
CONFIDENTIAY 8850

“FOP-SHORDE-
SECURITY INFORIATION

CENTRAL INTELLIGENCE AGENCY
OFFICE OF HATIONAL ESTIUATES

7 December 1953

STAFF MEHORAIDU NOo. 413
SUBJECT: Pz;noeton Consultants’ lleeting on 19 and 20 November
1953

Chairman of Consultants? Tieeting

Consultants to Board of National Estimates
Hand1ton ¥ish Armstrong
Richard C. Bissell
Charles B, Fahs
Calvin B. Hoover
William L. Langser
Col. G. Ao Lincoln
Philip losely
Lewis V. Thomas
T. Cuyler Young

;.

Doard of Natiomal Estimates

DOCUNENT NO.

smmn} “cont (Thursday) NO CHANGE N OLASS. &3
[ DEGLASSIF! :
Adm. R. E, Schudrmann (Thwrsday) GLASS. CHANGED TO: TS, _s@ _
_ NEXT REVIEW DATE:
LY cbaor/1n AUTH: HRTO-2
ot DATE:MQ_REVIEWER:
Observer

¥aj. teno, John R, Deare (Thuwraday) (b)(3)

gﬁiﬁf tembera of Office of Natiopa) Estimtes
thester L. Gooper
Charles Cremeans (Friday)
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I, GEXEFAL TOPICS OF DISCUSSION

T» foarmel agends for the Consultants® lieeting at Princeton
15 and. 20 November 1953 includad ME~«100, Soviet Eloc bl -
1ities for Loonomie Varfare (lst draft)s =90,

% of Action in Asia thr

fow ges on 13da1954 (1st draft); NlE-63/1,
Frolatls ShartTern Tovelommots Ta Pt Sevicr (ot oo
02"“» : i 2D angims 1 he E Ol “ M
Intelligence entitled, The Shart-Term Polit Outlook in

Isaly (through 1955), datsd J November 1953, This potpowri of
Eopics was further augmented by discussion of several othor
timely issuwes, including present Soviet internsl ecomowmic policy,
au. Terasli-ireb relations. The consultants expressed 82%313~
faction with the procedwure of discussing papers in rough draft
ferm sirce greater freedom far individual conments wag then
possible.

II. COIUNIST COURSES OF ACTION IN ASIA THROUGH !TD-195k (IXE~96)

l. Discussion of this paper provoked lively, and for the
most part harmonious responses from the consuvitents. Led by kr.
Fahs and 1>, the growp emphasised probable Soviet satis-
Tdction with tus quo, and thet Commmist intentiops in
Asia sre directed towurd maimtaining, not reducing, tensions in
the Far Cast. loreover, it was gepmerally agreed that the
Commmists probatly considered the risk of Western-US military
couniteraction as a lessar deterrext to their fresdom of action
than indicated in the draft. Specifically, it was agreed that
Chinese entrance in the Ul would not lead to a relazation of
tensions, nor would it necessarily indicate any desire iy the
USSE for a relaxation of temsion. Only Mr. Bissell gave a modi-~
£ied dissent when he pointed out that the USSN had probably
become somewhat less willing to risk war, and thus may be more
accommodating in its general policy in the Far Last toward the
Wast. '

2, Regarding Soviet«Sino relations, it was geverally agreed
that China is mare an ally than & satellite. loreover, thay
accopted a thesis propounded primarily by ir. Bissell and Ih', Fahs
that the Kremlin may consider a "loose federatYon" ae the most
wacticable and profitable arrangement for the longer run, since
such a relationship would deny resources to ths West while

requiring a minimm Soviet outlay.

w2 w
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3, Othez genernl conclusions reached weres

a. No real change in Soviet-Sino relations has
resulted since tho death of Staling

b. Najor Commnist policy decisions in the Far East
are probably mads only after consultation betucen
lloscow and Peiping;

¢. The Kremlin will probably continue to strengthen
the Chiness, but that the Chinese build-up will
be slow and cause the Kremlin little alarm.

ITI. SOVIET HLOC CAPABILITIES FOR ECONOMIC WARFARE (mot pubilished)
TE-IS0

1, Despite the highly camtroversial, and in mny respects
e tive patwre of ths paper mwnm)mmﬂm

by liesers. Bissell, C. Hoover, llosely, L reached
e o otne sgresmert. Ty carerul Heserhion

enp )
Weet trade and their politdcal implications, ecpecially the
Icelandic herring sitvation, the following general conclusions
wers reached:

ae Lar, -acﬂle a
on of Western trading pa BLY o
The main limitavions note T

(1) Inflexibility of the Soviet economy and dis-
inclination for establishing long<range trade
patierns.

(2) Lack of economic "fat," especially under
present internal economic conditions. This
virtually precludes grants and aid and
geriously limits the USSR in providing commodi-
+ieg desired by the outside world; except at
considerable economde cost. C

1 s
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{(3) Western ability to counter Soviet attempts to
manipulate world currencies or marksts.

b,

(1) USSi could probably doubla present trade leads
with the West (i.e., approximately back to
prevar levele) without undue strain on ite
econony.

(2) Some increase of East-West trads mutually
profitable, 1.8., avoid idea that on balance
any increase of trade ecomomically bad for
ths West.

(3) Danger from increased Last-West trade is poli~
tical, not economic, stemming primarily from
differences of "Western" views as to trade
restriction, and occasioned primarily by S
pensitivity to any relaxation of rigid controls.

Qo

(1) Countries which were mentioned most often in
this context ware: Finland, Iceland, Italy, Japan,
Denmerk, Indonesia, and Ceylen.

(2) The consultants appeared to be in gensral agreae-
ment that the analysis could be made without
spacific country or area studiss. However, there
@as considerable suppart for the view that such
individusl studies would imrove considerably
o understanding of Soviet economlic warfare
capabilities and intentioms.
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2. For the most part the consultants limited their coamments
to the capability aspect of the problem and did not address
themselves directly to the question of determining Soviet intent
underlying present trads pattérns. In general, however, it
appeared that the consultants were disposed to consider the two
as inexorably entwined, and that the political aspects were
geverally in the forefront of the Kreslin mind. Nevertheless,
. Co Hoover and . llosely did qualify this general attitude
by out respectively: (1) present trade trends probably
derived primarily fraom economic causes, that is, the prosent
stage of industrial development, and thus could be characterised
as resulting more from "econoxdc fluctuation" than "duplicity”;
(2) 1f ths Kremlin had intention of exploiting trade primarily
for political p\n'posas i1t probably had greater opportunity during
the last 7-8 years, and favarable internal conditions will not
reappear until about 1956, assuming implementa?ion of the present
sconomic program.

3. ilre Lincoln suggos’ced that a Seysar time limit be placed

on the paper. arguing ~n the basis of present trade
agresments, suggesti‘ﬁ Eﬁ t the time period be limited to 3 years.

IV. PROBARLE SHORTTERM DLVELOPVENTS Il FRENCH POLICY (MIE-63/1)

A, Domestic Palicy Developmeits

1. The consultants were in general agreemsnt that poli-
tical developments, whether to Right or Left, would
not have marked affect on French econcedc growth.

2. lir. Bissell thought that a paper on "What Ails
France® should have more on what can be done - that
the possibilities for amslioration of the situvation
by pressures (external) on the French envirorment
should be examined. If the French can be driven off
dead-center (on EDC for example) it would have a
beneficial effect on French marale and might permit
progress in other fields (economic). On the other
hand, if EDC etc. are blocked and other envirommental

o6 w
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B. EDC

1.

2,

3o

\ 4
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changes not mnde, the chances of a rightist couwp
will increase. Howover, llesars. Lincoln,

Ar %i i expressed doubt that The
enough vigar to Iring off
& CoOupe

In obvious response to the gemerally pesgimistic
plctwre of France which evolved from the dis-
cussion, Iir. added an historical insight
that even in cyon days before 1914 French
governments were Idcked around; but nevertheless,
France swrvived,

The consultants welr's in general accord that present
Frenah tactics will continus to de motivated by

desire to dolay German rearmament. e noted,
however, that the stalling period was to
a close.

A straw vote on thes cutlook far French EDC ratifi-
cation within the next 6 months was taken of
consultants willing to take a stand, Based on
individual "knife edge" decisions, the results were
3 yes (iiessrs, l_-_a_.n%, Armstr and Dissell), and
BM(IEBHW' ° .MXQ )o
All agreed that continuing US pressures, "akill.
f£ully" applied, would be nscessary to sscure
ratifications, but there was variation of judgment
as to what pressures would be efficacious. Ib.
Bissell thought that US threats of alternative means

~ of Tearming Germany would have a negative effect.

k.

Ir, thought that, as a lastditch effort, a
threa rearn Cermany unilaterally might work.

ir. Armstr thought that a threat of withdrawsl of
US foroes Eprasumbly threat of a peripheral strategy)
might work,

iire. Armstr though thinicing that on balance EDC

woul ra s notad the strong opposition in
the French Fareign Office (as well as elsewhere).

on 6 Y
Mc;m
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He also noted the French emotional resistance to
the dissppearance of the French mationmal army.
re Calvin loover clso underlined the French fear
that EDC would become dominated by the German

military.

C. Indochina

(Indochina was also discuvsed in the context of NIk»98.
Vieus of consultants then expressed are incorporated
in the following.)

1. There was general agreement that Indochina probably
reprecented the most difficult single problem
with which the US policy maksr was presently faced.

2. Concerning the various modes of negotlations of the
issue, the consultants were generally agreed that
far all practical purposes they cams down to negotie
ations with Ho Chi (linh. Thsy belisved, furthermore,
that whatever the outcome of such nmegotiations, it
would probably, if not almost entirely, lead to
Comnunist control of Imdochina. (. Fahs believed
that the French and the US prrobably recognized this
and that such negotiations will probably never
Ycome to a bodl."

3. ERegarding Chiness Commnist latitude in Indochina,
the consultante were in genmeral agreemsnt with (Ir.
Bissell's proposition that ths CC's could go a long
way in Indochina without grave risk of genersl war.

[y believed (and the consuliants gepsrally
agre t 1IIE«98 underestimated the 1ikelihood of
the CC intervention in Indochina in ths event thes US
entered in farce, but that this intervention would
probably be carried out in such manner as to require
the US to decide whether or not to initiats open and
direct opposition. However, lir. Bissell later opined
that, in view of the ambitious Commmist Chinese
economic program, possible US hostile action probably
weighs increasingly heavy on Chinsse Communigt
thinking. Col. Lincoln agreed anxi also noted that
Indochina has a Yower strategic importance for Communist
China and USSR than did Korea.

ey ? i

M
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L. It was also noted that Indochina, favoring as it
did guerrilla worfare in which the CC*s had had
considerable experience, was more suited to
Commmist Chinese capabilitiss than Karea, despite
the greater logistical problems in Indochina.

.o Armetrong suggested, and the others gave
vigorous assent, that it would probably suit Soviet
aims to have the US interveme in force in Indo-
chima, i.e., be interpreted as "a new white invasion
in Asia." He also nmoted that even if US forces
cleansd up the Viet [linh (orthodox military foroces)
the CC'a would probahly finance extensive guerrilla
operations in the area,

5. The consultants were unable to reach agreement on
the impact the loss of Indochina would have on
Southeast Asla, especially since the reaction would
mobablyvarywiththemmnramtm.ng of such
loss. i, liosely inclined to the view that Comuunist
success wom%se a frightened India to gravitate
westward, and possibly lead to an India-Pakistan
defense arrangement. lesars. Fahs and Calvin Hoover
agreed India would be friphtensd but more ~
into a position of stricter nsutrality.

V. THC SHORT-TER!N POLITICAL OUTLOOK Il ITALY
mm_.“m

The diacussion on Italy centered primarily upon probehle poli-
tical developments and the present conflict between the "Luce” line
andtheatandtahnint&npreseublﬂandsubjectmm; the former
holding that Pella’s demise carries considerable risk of a Communist
takeover, the latter that a collapse of Pella's governmsnt would
not alter the general Rightest gravitation of Italian politics. No
clear-cut formulation of opinion emorged from the discussion,
although its genoral tone indicated suppart for the subject memo
position. However, . Armstrong, and to lesser dagree ¥, Calvin
Hoover, were inclined to that a Leftist crientation was at
Teast & mare serious possibility than presently expressed.

aBo
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VI. COIINTS O INTLUAL ECONCIIC SITUATION IN Tidl USSR

Following !ir. Smith!'s introductory comment on present intel -
1igence regarding the Soviet Union, particularly the divorgence
of views betwcen OIR and ORR as to the extent and significance of
recent economic changes, the consultants were asked to coment
on the question. [, Calvin Iloover suggested that the export of
Soviet gold could be a signiflcant index as to the seriousness of -
the present internal situation and thus an area warranting special
attention. :-zr.l% commented that the level of popular dis-
content in the s0 warranted closer observation, and
su gested that recent governmental action indicated that popular
discontent may be presenting the Kre.ldn with serious problems.
ir. Bissell advised that a study of labor productivity be made the
center of focus, and that the whole question of urban~rwral
relationships be more thorou;hly examined. He suggested that
present readjustuonts in the economy may have resulted fronm admini-
strative limitations, and the need for a longer-range industrial
wban planning to provide the recessary base for a viable industrial

economy.

VII. COTENTS Ol ISRAEL-ARAB RELATIONS

The consultants were in general agreement that recent Arab-
Isracli clashes have made the liear Eastern situation more valatile
than indicated in recent estimates. It was suggested that a re-
appraisal of Israeliwirab relations should be undexrtaken.

-2:9":
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