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FIRST ANNUAL PRCGRTFSS REPORT OF TIE IWG

August 1952 - July 1953

1. Authority for the Intelligence Working Group

The Director of Central Intelligence approved the proposal of the
Director for Mutual Security and the Secretary of State for the estab-
1ishment of an Tmbelligence Working Group (IMG) for direct intelligence
support of the Teonomic Nefense Advisory Cormittee (FDAC). The proposal
was indorsed by the Secretary of Defense. VG Terms of Reference were
aprroved by the Intelligence Acvisory Committee on 25 July 1952
(IAC-D-53/1) and amended by IAC-D-53/3.1 of 25 February 1953.

17. Organization of the Intelligence Working Group

The WO is composed of rembers from toe intelligence sectors of the
Departments of State, Army, tlavy, and Air Force, ard the Central
Intelligence Agency. Associate membership is held by the Gffice of the
Administrator for Mutual Defense Assistance Control of the Foreign
Operations Administration, the Gffice of the Secretary of Defense, the
Foreign Operations Administration, and the Departments of Commerce,
Treasury, and State (Teonomic Nefense Staff and 0ffice of Munitions
Control). Any other agency having interest or competence in the field
of economic defense intelligence may be invited to sit with the CGroup.
CIA/RR provides the Chairman and the Executive Secrctary.

During the past year fourteen subgroups were established to provide
TWG with specialized research and technical advice in specific ficlds of
economic defense. Five of the subgroups arc currently operative., The
others have completed their assignments.

TII, Purpose of IWG and Relationship to EIC

The TWG is unicue within the U.5. Government in acting as an inter-
agency service facility for the review, coordination, and production of
timely economic intelligence which is directly applicable to current or
impending problems of coonomlc defcnse policy or operations and is not
exclusively within the mission or responsibilitics of any existing
ageney or intcragency groups. Tts purpose, as stated in its Terms of
Reference is Mo develop and furnish intelligence to the EDAC for policy
making and operations in the economic dcfense ficld...and to develop
closcr continuous relationships among theo operations, policy~formulation,
and intelligencc-rescarch elements engaged in the economic defeunse program."
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The role of the IWG differs from that of the Economic Intelligence
Committee (EIC) which is responsible for "fundamental economic
research...relating to the national security." The IWG looks to the
EIC and other research facilities for basic research support.

IV. Responsibilities and Accomplishments of the IWG

A 1list of all cases which have bcen formally placed before the
WG for consideration will be found in Tab A, Most of these cases
have resulted in the preparation of papers (listed in Tab B) which
have bcen furnished to EDAC components.

The major responsibilities placed upon the TWG under its Terms
of Reference, together with an indication of the IWG's progress during
the past year in meeting them, follow:

4., Recsponsibility: Prepare or arrange for the preparation
of reports which prescnt the bost available economic intelligence on
problems of concern to the FEDAC.

Progress: The IWG has prepared twenty-one papers involwv-:
ing research and analvsis in particular ficlds of economic defense

(Tab B). Ten wcre concerned primarily with strategic commoditics while
six were in the fiegld of shipping intelligence. The remainder involved
export controls generally. The IWG is now being uscd as the mechanism
through which intelligence studies of thc Soviet bloc supply position and
strategic uses in the bloc of specific commodities are preparcd, reviewed
and coordinated.

B, Responsibility: Provide current intclligence to the EDAC
in responsc to spccific requests or on its own initiative,. '

Progress: The TWG has been instrumcntal in providing
current intclligence to assist action agcncies in mecting their current
or ilmpcnding problems of cconomic defense policy or operations, Of
ninctecn papcrs of this nature prepared by IWG, fifteen have been
significant items of intelligence in the shipping and commodity move-
ment fields contributed by the ONI member for use by EDAC (sce Tab C).
In addition, several urgent rcquests by action agencies have becn
handlcd under the acgls of the IWG directly by analysts in the scveral
intclligence ageneies, time not having permitted the matteor to be
formally placed on the IWG agenda for revicw.
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The cffort made by TWG to establish proccdurcs for the
collation of currcnt intclligence for the purposc of providing action
agencics with the processcd intclligence they require as a basis for
preventive and/or remcdial action is covercd in the statement of progress
under subscction D and Tab D, following.

C. Responsibility: Dotermine the nceessity, desirability, and
foasibility of obtaining furthcr informrtion or intclligencc concerning
the subjuct matter of specific reports or to fill specific gaps, and
rccommend action by appropriatc agencics to mecet these nceds,

Progress:

1. .n IWG subgroup was cstablishcd in rcsponsc to a
spccific request of the EIC Subcommittce on Requirements and Facilitics
for Collation . to prcparc "a consolidated sct of requircments for
collcction,,.on East-West trade". This subgroup was instructcd to
asccrtain existing guidance to collcction agoncics, formulate recommenda-
tions for over-all priority rcquirements for collecction, identify
ceritical deficicncies in fulfilling such rcquirements, and make
appropriate corrcctive rccommendations (sce Scction V.).

2. an IWG papcr, "Report on COCOM Statistical
Reporting," pointing out inadequacies and deficiencies in the reporting
system, was forwarded to EDAC to be uscd by that Commitice as the basis
for the preparation of an instruction to the U.O. Dclegate to COCOM.

3. Various agcncics have formulated and scrved
detailed collection requircments upon appropriatc collcction agencics
to obtain furthcr information or intclligence concerning the subject
matter of spceific reports or to fill speeific gops.

D. Rcsponsibilitys:s Arrange for the mobilization of the
cconomic data and analyscs rclevant to appropriate necds of the EDAC,

Progress: Four principal devclopments (scc Tab D) having
bearing on thc above responsibility, werc:

1. Recommcndation for the cstablishment in CIA of
a unlt to process currcnt cconomic defensc intclligence and to collatce
such intclligonec for usc of the opcrating agencics. This rccommenda-
tion was approved and the unit has been sct up.

2. Establishment of uniform proccdures for the
production and approval for rclcasc of IWG papcrs.

-3 -
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3. Preparation of recommended instructions to the
ficld for the latcral distribution of currcnt intclligence on suspected
diversion of controllcd cormoditics to the Sovict bloc was coordinatcd
through the TVG.

Lo Transmittal of a memorandum to appropriate
officials of SOVMAT and JMIA listing four categorics of information about
Sovict bloc cquipment that is of significance to the IWG and the FDAC

-agencies, and rcquesting distribution to IWG of all analyses falling
within those catcgorics.

V. Major Problems and Objcctives

A. Stotement of U.S. Policy Pertincent to IWG Activities

The new U.S, policy dircctive in the ficld of cconomic
defensc will guide EDAC and IWG activities during the coming ycar,
Particularly pcrtinent arc the following objcctives rcquiring intelli-
gence support as outlinced in this directive: (1) Improve the availa-
bility and utilization of current intclligence in matters relating to
enforcement of controls which have been agrecd by the frec world;

(2) Develop ancillary measures, including control over transit trade
and transshipmcnt, frce port activities, financial controls, and black-
listing, to improvec implementation and enforcement of agrecd control
systems, particularly control over stratcglic commodities; (3) tighten
the control list criteria and reoview the strategic rating of commodities
on the control lists to provide for the sclection of commodities which
contribute significantly to thc Soviet war potential.

B, Discharge of IWG Responsibilities under New Policy

1, To provide the intelligencc support cssential to
the implementation of the new U.S, policy, the IWG must intensify its
cfforts to make currcnt cconomic defensc intelligence availablc to action
agencies, A major forward step has becen the crcation, at the request of
TG, of the currcnt inteclligence unit within CIA. This unit cannot
operate at maximum cffectivencss, howcver, unless ways are found to assign
higher prioritics to the collection of information reclevant to cconomic
defense. It also may be appropriate for the WG to inquire into the
causecs of delay in the transmission to Washington of East-West trade
information and its disscmination to appropriatc agencics. JApproval and
implementation of proposcd instructions for latcral distribution of
East-West trade information in the field should facilitate the precvention
of tradc control violations.
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2. The tightening of the criteria for the scleetion
of commoditics which contribute significantly to thc Sovict blec war
potential will placc an additional work load of commodity revicw and
analysis upon the IWG., It will requirc incrcascd vigilance on the part
of the intelligcnce agencics in the detection of changing cconomic
vulncrabilitics within the bloc. The extent of this work load will be
dependent upon the outcome of the programs being devcloped by the
action agencics having responsibilities under this ncw policy directivea

3. The full potential of the IWG for intclligence
support has not yect been utilized by action agencics or working groups
of thc EDAC structurc. IWG/AM-8, distributed in EDAC as EDAC D-48,
establishcs a mechanism by which EQAC agoncies (and working groups
within the EDAC-ACEP structure) may rcquest direct intelligence support
from the TWG. Thesc cstablished proccdures are assisting thc action
ageneics and interagency work groups in drawing upon the IWG facilitics.
In furthering this cffort to maximize the contribution of the TWG as
the focal point of intclligence support for cconomic defensc, CIA is
now putting through the Group for revicw and coordination most of its
intelligence, including commodity analyscs, which formerly went directly
to other working groups. It is hoped that thc objective of rcalizing
the full potential of the WG will be reached during the coming yecar.

alrman
Intclligence Working Group
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TAB-A

TIST OF ALL TWG CASES
August 1952 - July 1953

Title

Proposed Shipment 2,000 Tons Copper from Turkey to
Communist China

Soviet Bearing Production and Procurement

Prior Commitments

Greek Shipping Cartel

Greek Flag Merchant Ships Trading with Communist
Far East

DDR Procurement Efforts

Collection Requirements on East-West Trade

Belgian Ships for USSR

Merchant Shipping Intelligence

Danish Tanker APSIIERON

Chinese Communist Trade

Radar Carried by SS FRYDRYK CHOPIN

Sale of TAVIRA (formerly ATIANTIC IX, now PRACA)
to Poland

Activities of INTFRCONTINENTAL ATEWATYS

Alleged Refuelling of Polish Ships with Iranian Oil

Delivery of Antimagnetic Schooner by Finland to the
Sovielt Union

Cargoes of 0il Carried by Polish Ship RYSY,
Rotterdam to Gdymia

Exploitation of Intelligence on !OVle! Hateriel

(Foreign Equipment)

EDAC Operational Memorandum for IWG Activities

Diversion of Korean Scrap to Communist Destinations

Western Repair and Construction of Merchant Vessels
for Soviet Bloc

Activities of FRITZ DIEPEN

Chinese Communist Procurement of Power Generating
Equipment

Illegal Sale of MDAP Armement to FEastern Europe

Bunkering of Vessels in China Trade

Sovict or Satellite Chartered Vessels and Merchant
Vessels Trading with the Communist Bloc

N. V. Philips Co., Eindhoven, the Netherlands

Spectrograph for Institut for Anorganische Technologie
der TechnischenHochschule, Vienna, Austria
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TAB-A

WG Designation Title

IWG Case Noe. 30 Sale of Italian-Built Ship to Bulgaria
WG Case No, 31

WG Case Yo, 32 Request for Intelligence Evaluation of Soviel Bloc
Cobalt Production Capabilities vs. Requirements
IWG Case No. 33 Request for Intelligence Study on the Movement,
Including Transshipment, of Strategic Commoditics
from the Middle Rast to the Soviet Bloc
TWG Case Noe 3L Smuggling from the Ryukyus
TWG Case No. 35  Polish Coal Situation

TWG Case No. 36 Tntelligence Data for U.S. Delegate to CHINCOM

IWG Case Nos 37 Intelligence Requirement - Transit Trade Involving
Sweden and Switzerland
TWG Case No. 38 TFinnish Tanker Fixture for China Run

WG Case Ho. 39 U.S. Mining Equipment for Expansion of Spanish
Pyrites Production

TWG Case Noe LO Reported Movement of Rails from Antwerp, Belgium,
to Constantsa, Rumania, by Costa Rican, Turkish
and Ttalian Vessels

IWG Case No. 41 Disscmination of Economic Defcnse Intclligence in
the Ficld

IWG Case No, L2 Communist China - French Bartcr Deal for Nitrogenous
Fertilizer

IWG Case No. L3 Request for Information on Strategic Importance of
Hides and Lecather to Soviet Bloc, Particularly
Communist China

TWG Case No, Ll  Financial Opcrations of the Soviet Bloc in its
Economic Relations with the Free World

WG Case Nos 45 Sovict Efforts to Procure Aircraft Parts and

Components

IWG Case No. L6 Strategic Importance of Dichlorodifluoromethane
(Freon 12) to the Soviet Bloc

ING Case Vo, 47 Swiss Bank Financing of Strategic.Exports to the

Sovict Bloe

TWG Case No. 48  The Tractor Situation in the Soviet Bloc

TWG Case No. L9 Diversions to the Sovict Bloc of Strategic Matcrials
Originating in Non-COCOM Countries {South Africa:
lead; Bolivia, -tin, tungsten)

WG Casc No. 50 Strategic Importance of Magnctic Recorders and/or
Reproducers to the Soviet Bloc

TWG Case Noe 51 Strategic Importance of Kyanitc to the Soviet Bloc

WG Case No. 52 Pharmaceuticals: Communist Chinats Supply Position
in Antibiotics, Anti-Malarials and Sulfanomides
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LIST OF ATL IWG STUDIES COMPLETED OR TN PROCESS

TWG/AM-L
TWG/ AM-9
TWG/AM-10

TWe/D-1
TWG/D-2

TWG/D-3
Wa/D-5
Wa/D-6
TWG/D-Ta
e /D-8¢
TWG/D-12

TAG/D-19
WG /D-31

IWG/D-33a

TWG/R-1
TWG/R-5
TWG/R~6
TWG/R-7
#IWG/R~8

#IWG/R-9
TWG/FE-1

August 1952 -~ July 1952

Title

Table of New Construction in Hand and on Order in
Western Countrics for USSR Merghant Flect -
June 1952

Glycols - Item IL 1727

Convecyor Belting and Item 310b - Powcr Driven
Conveying Equipnent

Danish Tanker APSHERON

Utilization of Soviet Bloc Merchant Shipplng
Intclligence by the United Statcs Coast Guard 25X1C

ONI Report on Western Shipyard Scrvices to Soviet
Mcrchant Floct, 1 January - 30 Junc 1952

Sovict Mctallurgical Techniques

Chronology of CCCOM Transit Trade Control Discussions

Rosponsc to ODMS Questions Regarding Sovict Bloc
Cobnlt Position 25X6

Movement of Scrap Metals from the Middle Rast - 1952

Strategic Importance of Dichlorodifluoromethanc
(Freon 12) to thc Soviet Bloc

Strategic Importance of Magnetic Recorders and/or
Reproducers to the Soviet Bloc

Alleged Refuelling of Polish Ships with Iranian 0il

Communist China's Imports of Ammonium Sulfatc

Report on CCCOM Statistical Reporting

Sovict Bloc Kyanite Position

Examples of the Rolc of Swiss Banks in Financing of
East-Wost Trade Since 29 August 1952

The Tractor Situation in the Soviet Bloc

Matcriel for Use in China Committce

* 411 of these studies were completed in the period August 1952 - July 1953
except those marked with a single asterisk.
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TG/ AM-7
G/ D-10
WG /D-13
G/D-1Y
TG /D-15
iG,/D-16
1 /D-17
T1G/D-18
TG,/D-21

G /D-22
TWG/D-2l

TWG /D-25
VG/D-26

TG/D-27

wWa/D-28
T16/D-29
TWG/R-3

WG/R-L
WG/ID-1
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T.AB —G

[ET OF .ALL YWG CURATNT INTELLIGINCI CONTRIBUTIONS

Lugust 1952 - July 1953

Tith

Finnish Tankcr Fixturc for China Run
ONI Inforration on Movemcnts of Specificd Ships
CNI Information Regarding Mcrship HOIGH MERCILNT
OWT Contribution - Cargo Information on Vessels
in China Trade
ONI Information Regarding SS MUZAFFER
ONI Inforration on Greck Mcrship TELLAS
ONI Information on "Shipments of Strategic Materials

ONL Information on Movement ol StrateglC MATCPLALS
from China to Toland

CNI Contribution - Shipment of Strategic Hatcrials
from Beirut, Lcbanon

O¥L Contribution - Mctal Scrap llovements to Poland

ONI Inforuation Recgarding lerchent Vesscls in the
China Tradc

ONi Contribution - Stratcgic Commodity Movements to
Soviet Bloc

ONI Contribution - Voyazc of Portugese Mership TIMOR

from Europe to Hong Kong and HMacao, January -

February 1953

ONI Contribution - Transritta Merchan
Intclligence Regarding Bunkcr Controls
CT\ Statoenent on Radar Reportedly Carricd by

25X1C

25X6

25X6

25X6

Forcign Salc o! Fas!ax J!lg! !pce! !1!m _
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TAB-D

PRINCIPAL DEVELOPLINTS IN THE MOBILIZATION OF ECONOMIC
DAT. RELLV.NT 70 I DS OF LDAC

1. Establishmcnt of Procedurc for Proccssing Currcnt Economic Defcnse

Intelligonce

In respouse to a request of the Stcering Groun (new Exccutive
Committee) of IDiC, TG preparcd and forwardcd to CIA a papcr
(WG /CI-2 of & Fcbruary 1953, as amcnded 3 March 1953) which pointed
up the deficiuncies of then-existing arrangements "for processing the
considorable amount of raw intcelligence and incompletcly-evaluated
intclligence now being rcecived regarding Sovict bloc procurcment
activities." This papcr rccomended that "the CIL designatc a unit
within that Agency to proccss current East-West trade intelligoncc...es
for the purposc of scrving through the IVMG the needs of the EDAC
structure." By mcmorandum of 16 March 1953, the dAssistant Dircctor
for Rescarch and Reports, CI.\, approved the esteblishment of such a
unit. It is now functioning on a limitcd basis and is cxpccted to be
in full operation by mid-Scptcmber.

2. Gstablishmunt of JTWG Proccdurcs

Administrative Mcmorandum, TWG/AlM-8, prepared by TWG and distributed
by the Ixccutive Secrctary, EDAC, throughout the EDAC structurc, provideds
(a) uniform procedurcs for the production and subsequent approval for

release of TWG intelligencey; (b) furnished a summary of current pcrtinent
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instructions covering dissem‘nation of cconoric defensc intclligence to
U.S. Government agoreics and foreign nationals; and (¢) outlincd proce-
durcs. to bc followod in the cstablishment of IVG subgroups and in the

production of TWG reports.

3. Lateral Ficld Disscmination of East-West Tradc Information

At the request of the Chairman, EDAC Stecring Group (now Exccutive
Committee), the TWG undertook to coordinate the intcragency preparation
of instructions to field roprescntotives for lateral distribution of
current intelligence concerning suspccted diversions of stroategic come
woditics to the Sovict bloc. It is.undorstood that the Departuent of
Defensc will issue similar instructions to its intclligence rcprescnta-
tives oversens upon roccipt of ngreed instructions to the Forcign
Scervice covering Statc, Commerce and CTa.

4. Intclligence Exploitation of Soviet Bloc Equipment

The TWQ distributcd to cach of its threc Scrvice members, to Chicf,
SOVHAT, CIA, and to the Dircctor of the Joint Material Intclligence
Ageney (now Joint Technical Intelligence Subcommittec of JIC) a mcmoran-
dum listing four gencral categories of information about Sovict bloc
cquipment of significancc to the IUG and the EDLC agencics. Cooperation
of the Dircctor, JTIS, was rcequested to insure that relevant analyscs
and intelligence prepared by his lgeney were furnished to the IWG. Such

analyscs have been uscful in comncction with the development of intclli-

genee on the quality and composition of commodities and rethods of preduc-

tion within the Soviet bloc.
e 11 -

SwE-C-R-E-T
Approved For Release 26010827 T(GIAERDRS1S00750A000700070055-6



