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.T1ce of the Director Mareh &, 1955

MEMORANDUM FOR THE CHATIRMAN
OPERATIONS COORDINAYING BOARD

In the Cabinet Committes meotlngs on the present aituation in
copper, nickel, and aluminwe, snd in subsequent disqusaions arising
from the Hationsl Seeurity Cowncil, the Office of Dsfenne Mobilisaticm
had requested as much inforzetion e was available from the Central
Intelligence Agency on the movements of particulerly copper and nickel
behind the Iron Curtain or to Comrunist Chima, It was ruggested and
agreed upon in the Couneil diseussions om the CIA rdefings, where this
question arose, that 1t would be appropriate to ask for a more systematic
inquiry on this point from the Operations Coerdinstine Fosrd,

It 18 the hope of the ODM that the Government wil) presently be so
organired that studies of this character which my invelve, and to some
degree certainly do involve, & program of eccnomic varfare against the
Uhited States by the Soviet Union, can be mede the subjeat of continuous
study and ewrrent information put at the disposal of the ODM, In the
impediate instance, two metters of importance to the ODM are raised by the
increased shipments of Sopper products, including all forms of wive as
well as sopper 1n the finished state, in sbnorme] quantities to the USSR,
its satellites, ang probsbly to Chines

1, The first 13 that the volume of these shipments taken in conjunetion
with the British dock strike and the strikes of the Bhedesisn eopper
mines heve the effest of draving on souress of Sopper nor
available to the U,85, and of 8iphoning lerge exporte from the 1S with
& serious effect on world prices, We are informed that copper prices
in the London merket have currentily gone to semething around 42 cents
a pound. Whereas the price normally in operation in the U.8. has gone
up to 33 esntz and represents s considerable increase over the prioce
at whieh eopper was held dwring most of the Kerean period of activities,
prexivum priees are beginning to be paid by meny American manufaoturers,
due in pert to the heavy demands of the aatomotive industry, Canada
Propoges to divert more of ite supplies for sale abread at higher
prices and our Chilean imports mey be seriously affeeted also, in
spite of the measures which the OIM 18 presently contemplating and
about which you are informed,

2e The application of styicter export centrols may be ahle to of faet
in some measure the drain on LS. Supplies of domestic copper. Unless,
hovever, they are aecompanied by sgreemonts with the Thited Kinpdom

FEMA and NSC review(s) completed.
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apd other Buropean supplisrs to cease or cut down materially copper
shipments to coumtries behind the Curtain, the net effect om the

world market may simply be further to increass prices. It is owr

hope that the neeessery agreements may be forthcoming and that export
controls may be used in a mammer that will help to inducs these agree~
ments, by eutting down exports in proportion to the desgrse thet foreign
countries are exporting eopper toc destimatioms behind the Owrtain and,
tharefore%”oﬂm, merely working out a trans-shipment from the U.S5,
This, of sourse, is the case when they sell their own domestic suppliss
and replace these by imports from the U.S. im order to incresse their
exports aboorwmally by large shipments behind the Curtain,

In the 1ight of these problems of the ODM, it wo11d be useful if the
Operations Coordineting Board could:

4, reach the best determinations avallshle of the increased smowmts of
gopper in all forms which are presently going behind the Curtain
through covert as well as overt channels; and

Bs work out programe which would effectively help to prevent this
abnormel drain on the short supplies awailable to tre U.5., with
its resultant price inflation and scareity and the slowing down of
the rate at wvhioh we can tuild up strategic stock: in ths stockpile,
We ghould be glad te furnish assistance in this matter, as I am sure
the Department of Commeree would also.

1 have used copper as an example, but it would be advantegecus to gee,
if possible, whether the same operation were not alse developing in nickel
and probably inm others of the more important of the strateric msterials,
Some attention should ecertainiy be peld to cobalt, tantslwm, ocolumbium,
and %o others of the alloying meterlals insofar aa the information csn be

developed.

Since speed is important, however, a prierity of attention should be
given to copper and to nickel, Would you let me know in the first imstsnce
whether such information cen be rapidly developed for the guidance of
ourrent actions by the OIM, and in the seeond place keep us informed as to
the programs which seem likely to bs most effective in countering this
astion on the part of the Soviet system where 1t affects the basic strategic
supplies of the U.5, and our price structure.

I enclose a copy of the memorandum which I have uent to you as Under
“eoretery of State.
/s/ Arthar S, Fiemming

Arthur 5, Fiemming
reotor
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COPPERL

. Bloe lmporks

4 tentative estimate of Sloc imports in 1953 of all forns of copper suggests

a minimm of 110,000 tons, rising %o 126,000 tons in 1954. thess sstimates are

currently being reviewsd -nd may be re- 25X1

lipu)(md—
visedAsubsequent.ly‘ Over one half of the 1954 imports ocourred after 16

Auguat 1954, following the removel of uncovered eopper wire irom Gabargo.

Chilesn copper moves Irca Unslean ports to test luropean rafineries and/or
to West Buropean ports for onward shipment to the dloe, moxican copper moves
in a similar pattern., ilthough the Belglan Congo and Rnodesia are important
producing areas only a few reports identify copper from +his origin as moving
to the Bloe via duropean Free rorts, ‘ihe flow ot Turkish copper vound for

the Bloc via West Huropean Free rorts diminishred after iurkey entered COCCHM

25X1

Near sastern copper scrap is

shipped to the Bloc from the Haditerrsnean to the Black les ports,

3., Bloc Production in 1953 = 354,000 Metric lons (decoverabvle Copper Uontent
of ore) 14.3% of Free Werld ‘roduction

o, GConsumption and Strategle ioservag

satimated strateglc stock piles in the USSR are 240,000 metric tons
wnile operatlonal ressrves and inventories total 175,000 tons. Total Bloc
consuwsption (including additions to raserves) excaeds total current pro-
duction, the USSR plans to lncrease conper production in the current five

year plan. Soviet resources for such an expansion are limlted and the plans

2 E oRLt
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are not being fulfilled, This fsilure assumes additional significance when
it is realized that Soviet planners apparently set the planned rate of growth
for the copper produeing industry at a slower rate than the growth rate
plannsd for copper consuming industries., Thus, even if plamnad growth of

the copper industry was realized, there would still be a gap belween pro-
duction and consumption through 1960.

It is difficult to measure, pracisely, the contributing effact Bloe
demand has had on the recent world increzses in copper prices. ‘ine. Iabor
strikes in mining and shipping were major contributors to the increase buth
j4 is the consensus of market opinion that the pressure ol bloc bide has
played a significant part in increasing copper prices, ror example, one
market service reports standing Bloc bids in Zurope at four cents per
pound over the market.

It is possible that future jloe desands will have some impact on

copper prices, The Fresident's Materials Policy Commission concluded in

1952 that the normal growth of 7ree World needs for copper in tne period

through the mid 1970's would reguire a very large investnent effort, Known
copper resources are ample to take care of any foreseezbie needs, bub

their development and exploitation will =zt most keap pace with zroving
demand, and more probably will lag slightly behind that growth due to
hindrances to investment in ths underdevsloped countriss in which the

bulk of the resourcss are found. It is therefore reasonable to conclude

SECR:T
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that any superposition of Bloc demand on the i‘ree forld coprer market during
the next decade or so would serve to maintain copper at = relatively high
price, and any serious iloc deficiency in copper over the long herm eould
vell produce temporary but serious spot difficulties and promote gensral

instability in the world market.

D, Fres World Copper ifine Production (copper content of ora) 1953

housand Hetrice Fercent
Prineipal Countries Tons Tobal
United States 861 34,7
Horthern Rhodesia 380 15.3
Chile 364 14.7
Canada 230 9.3
Jelglan Congo 214 8,6
Maxieo 6L, 2.6
Japan 58 2.3
411 others 309 12,5
Total Free World 2480 100.0

ki
.

Trade Control on Copper
Currant rFosition

Embargo on copper und coiper base alloys in tne form of ores and
congentrates, scrap, metal, and gsemifinished products, :urvelllance on
ancovered wire and cacle and on insulated single strand conductor wire of
0,014 inch or less diameter. No control of other insulated wire and cable.
egent Changes

The items now under surveillance were under comulete embargo until

-
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16 August 1954,
HICKAL
A. Blee Imports - 1954 (From Free World)
Latrie Tons vercent Iotal

USSR 0 0
satellites ‘ 820 100.0
Total 820 100.0

Ihese imports amounted to about 3 of 1 percent of Free loprld production,
Tnere are diversions of nickel sulphate into the Hloe in addition to metallic
nickel., The total nickel content of these imports is small in aomparison
with the USSR nickel supply, although they represent an important source
to some of the Satellites. The usual route of diversion to the iloc is via
st Buropean Free Ports. In addition, 4t has been reported that shipments
have moved by truck from West to sast Germany. Japanese traders have been

mentioned in a few instances.

B, Bloc Froduction = 1954

Aetric ons Percent Tot
USSR 45,000 99.0
Jatellites 500 1.0
Total Bloe 45,500 100,0

¢, Blee Censumption snd
Tt is sstimated that Dloc production is sufficient to take care of

minimus essential rsquirements but that in the event of the removal of
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trade controls on nickel, a 3loc buying campaign would ensue for the purpose

of adding to strategic reserves and for expansion of industrial uses.

D, Free World Production -~ 1954

aetrie Tons iarcent Tota
Canada 145,000 &2.0
Cuba 15,000 e 5
New Caledonia 15,000 2.5
Uther 1,900 229
Total Fres World 176,900 100,0
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B, Trads Controls on Niskel

Current Pesitions

Embargo on nickel and nickel base allays containing 0% or more nickel
in the form of ores and concentrates, oxide and screp, metal, semifinished
products, and powder, Nickel-bearing steels containing 25% or more of
alloying elements are also eninaz~gaed.

Guantitative control on nickel-bearing alley stecls having a nickel
content of 6% or more and a combined nickel-chromium content of 22% or more,
in¢luding steel tubing of specified siszes with the above ranges of nickel
and chraniun contents,

Survelllsnse of nickel~bearing alloy steels containing L% or more nickel,
and of vings containing 30% or more niakui.

Becent Changess

Powder, now embargoed, was not controlled until recently, Rings formerly

smbargoed, are now only partially under survelllamce. Current, control of

niskol~bearing stainless steels was established in 195k,

COBALT

A, Bloo Imports = 1954 (From Free World): 200 toms

Bloe offers of premium prices for Free world cotalt are indicative of at
least loosl shortages of cobalt, Cobalt imported by the Eloc during 195L
originated mainly at two refineries, one in West Germarny apd the other in

France, The pattern of diversion involved salss to & Swiss firm anl subseguent
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transshipment via Antwerp and Robtterdam, Smaller lots of cobalt have been
diverted via Switzerland ard Italy,

B, Blog Production = 1954: 1910 tons

€, Bloc Consummtion and Strategic Reserves
No available estimates on consumption and strategic reserves,

D, Fres World Production - 1953

Motric Tons & Total

Australia i1 .1
Belgian Congo 8,278 69,0
Canada 796 6.6
Finland 800 f;. 7
Ttaly 3% ]
French ﬁoronco 600 ‘5. o
Horthern Rhodesia 677 5.6
United States __805 ____6;,_1

TOTAL 12,000 100,0

E, ZIrade Controls on Cobalt

Curront Positions

Embarge on ores, metals, certain compounds and alloys, and sorap

ALUNTIUN

The Bloc imported a small amount of alwminum in 1955 (about 18,000 tons),
nostly from Norway, Some of this amount was imported in excess of COCOM guotas,
Bloc production of alumirmum is generally adequate for Bloc meeds and the small
imports were probably the result of poliitdcal considerations and local demand

in peripheral areas of the Bloc,
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COLUMBIUM AND TARTALUK

The Hloc 45 not known to have imported either of these metals, It is
not possible to ascertain whether this is due to lack of demand for externmal

suppliss or to the embarge placed ¢n thess motals,

There has been mupeh discussion on multilateral payments possibilities in
East-West trade', . If, however, a particular country sxperiences chronto
difficulty in balancing accounts with each of its trading partners, it has
only limited possibility of benefiting from an increased floxibility In
international payments, The Satellites have shown a tendengy to be in thia
pesitien, Consequently, increased faciiities for multilateral sattlememts
would have little practieal effect ar, If accompanied by credit provisions
as part of the settlement mechanism, mould give rise to ohronic debtor posi-
tions on the part of Eastern European countries, Un the othor hand, multi-
lgberelism presents certain risks for countries in a weak competitive position,
They rey prefer to adhers to bilateral trading methods as a means of pushing

their exporbs in return for thelr imporis,

ETT s Fymey
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