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petroleum, but its ability to continue to do so or even meet its om
definitely in question. The most cbvlous slternative source of supply happens to
be one of the great trouble areas of the world politically, and the fact that
petroleum exists there in unparalleled abundance is not likely to alleviate the
difficulties endemic to it. Nor is the danger lessened by the circumstance that
that area lies on the very threshhold of the Soviet Union.

Petroleum exploration and development in backward areas is both expensive
and financially risky, a fact which throws the initiative in such
upon great industrial combines (or governments). But the exercise of
initiative by those who are alone capable of it provides in turn all the ingredi-
ents necessary to the literary output of what has been called the Yscandal school"
interpretation of international politics. To make confusion worse, there is a
marked division of interest within the American petroleum industry itself con-
cerning the desirability of developing fareign scurces of supply. All these
factors have combined to stimulate a vast outpouring of literature on the subject
of 0il in comnerce and polities, most of it propagendistic and much of it mere
excoriation of the allegedly nefarious machinations of certain oil companies and
of those governments which are presumed to be their lackies. There is plenty to
read on odl, but rather 1little from which one may derive real enlightenment.

The interest of the United States Government in assuring adequate
to the nation ocught and does extend to economic as well as strategic needs. But
where the policles suggested by those respective needs diverge, as they inevitably
do at crucial points, the strategic consideration must command first attention.,
It is not so much that the requirements of security are deemed to be the primary
responsibility of government, taking precedence ower all other responsibilities—
though even the authors of the Federalist Papers thought that to be so. It is
rather that the economic interest involves a consideration mainly of price
diﬁnrmtinlinln_ﬂltr-lﬂnhhlﬁ'lﬂﬂ;ﬂﬂmlhﬂqhﬁitdﬂ-
uﬁqa citizen, while the strategic interest concerns the life or dea
nation,

It may be stated categorically at the ocutset--despite the tightness
of the supply situation at this moment of writ ‘there is no danger that
the American consumer mww ch seen to
be so important to him.! When the ‘supply of is no longer

I The mresent (ﬂ#mﬂwmuhwth?mﬂ
the rapid expansion of transportation and refining facilities. It is not—
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adequate he will supplement it either by imports from
very cheap; er by production of symthetics, which will
enough 8o to burden him unduly; or by a combination of
is not so easily resclved. For one the strategic
question places a far higher premium on than the
There will be no abrupt collapse of domestic production

in domestic yield, when it comes, will be umm
decline will permit all kinds of adjustments as for
situation, on the other hand, could well see a sudden and drast
the supply situation, with no time permitted for adjustment.

Il:l.].it.Lr_v_- M—ﬂ“ in Eﬁ!ﬂﬂ!

What the atomic bomb will mean for the militery impertance of petroleum is
difficult to predict at this time, The answer depends on a great number of variables,
amcng which are the probabilities of success or fallure of the current effort to
obtain some workable system of international control of atomic emergy. It i1s by
no means obvious that the atomic bomb, even if available in substantial numbers to
both belligerents in a future war, would greatly reduce the requirements of liquid
fuel for the duration of hostilities, It might indeed have the opposite effect
for reasons which it would not be relevant to expatiate upon in this paper but
which in the main concern the much higher premium placed upen airborne—as
ship-berne—transportation of troops and military supplies. That effect it might
have upon the duration of hostilities again depends on a number of variables,
above all these affecting the number and distribution of bombs in existence,
However, one thing is certain, Governments are not going to write dowmn the military
importance of liguid fuels and lubricants until they have the answers to the above
questions, and that may not be for a very long time to come.
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It is therefore not impractical, in attempting to survey the polities of oil
to abstract the atomic bomb largoly out of the picture. The military analyst would
do so with bad conscience, because he would kmow tha abstraction to be unrealistic
in his field of problems. But until he knows more, he may have to do it none the
less, The person responsible for governmental decisions can for the time being do
8o with complete freedom. For, as Lord John Russell said just & hundred years ago
in respect to another military inventlon: "We are walking if not in danger at

least in darkness." Today there is no gmatim about the danger, but the darkness

is as pervasive as the danger is great.

!'
This may look on the surface like a partial retraction of the author's own

analysis of the military implications of the atomic bomb as presented in his
two chapters in The Absolute edited by Bernard Brodie (Harcourt-Brace,
19ké6). m,ma‘ﬁﬁ'ﬂiﬁ&.mmmmm
assumpticns which were explicitly stated and the validity of which depended on
the author's predictions. For the purposes of this paper, an assumption which
involves a prediction (especially where the prediction concerns the number and
distribution of atomic bombs to be expected at any given time in the future) i
must be classified as arbitrary or at one of several posoible '
tions. Perhaps it is needless to add ~author is retracting
general sense of his cbeervations in af ore-mentioned « He remains
persuaded that a war in atomic : used from outset sub=
stantial numbers must necessarily be of short duration, at in
decisive phases; but he would recommend that military be

exclusively on that premise. ::,
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There is a series of much-quoted statements from Clemencau, Lloyd George,
Curzon, and others to the general effect that the Allies of World War I "floated
to victory on a sea of o0il," If that was so of World War I, how much more so it
was of the recent warl Our overall output of gasoline for military use was about
eighteen times as great in the latter stages of World War II as in the earlier war
and that of aviation gasoline was about eighty times as great. Moreover the 100
cctane gasoline used in our planea required larger amounts of crude oil for a given
yield than lower octane fuels,

Petroleum derivatives entered into a steadily increasing nunber of materials
of military use. Toluol, the basic ingredient of T.i.T., was made synthetically
from petroleum. So was butadiene, the principal raw material of our symthetic
rubber. Though such products could undoubtedly have been derived from cther
materials if necessary, the trend was and thus far remains toward rather than
away from petroleum derivatives,

Havies, which in World War I were still predominantly coal-propelled, sub—
sequently became wholly oil driven. One of the advantages of this shift was that
ships could refuel from oilers or from larger warships while at sea—a factor
without which the type of sustained operations carried out in the western Pacific
during 19L3-45 would have been impossible., And even without refusling, the ship
which burns oil has at least LO per cent more cruising radius than it would have
if it had to burn coal, Because it burns liquid fuel a large modern aircraft
carrier could go to the sou Pagific and back without refueling, but in doing
8o it used about 18,000 barrels’ of fuel oil-—or enough to heat the average home
for more than three centuries,

Despite all this, however, the American armed forces used only abovt one-third
of our domestic production of oil, which averaged during the later phases of the
war approximately L,7009000 barrels per day--or over 1 million mare barrels of
crude oil per day than was being produced in 1938. The remainder went into war-
expanded American industries, including transportation, and into the armed services
and industries of our Allies. But in any case the annual American produwotion of
crude petroleum, which in 1938 had reached scmething over 1.2 billion barrels
reached in 19LL under the impstus of war the figure of l.5 billion barrels. But
even this breath-taking figure was exceeded in the first full peacetime year of
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provoked by the atomie bomb are arbitrarily disposed of, The curve representing
degree of mechanization of our land forces may tend to flatten out, but the chances
are against it, As our Army becomes increasinply airborno and air-supplied, and as
firepower of individual weapons increases, fusl consumpiion per combatant soldier
is bound to rise drastically——and indeed to become the limit: facter in further
mechanization, Also, while engines become more efficient &nd do a given
amount of work with a lesser consumption of fuel, we know from experience that the
increased efficiency of engines is always more than offset by the pursuit of greater
tactical performance.

It has been argued that American military consumption during the re
was quite prodigal, in fuel as in everything else, as
enemies. The implication is that we could have along with a great deal
than we did, Just as the Oermans got along very well for a time
which even at its peak was a small fraction of ours, It is true that our
accomplished great things on a far lesser raw material base than we ult
required; but we, unlike them, fought major campalgns at great distances from our
shores, and our tremendous industrial productivity enabled us to saturate our
combat forces with mechanized materiel and munitions which greatly increased our
fuel needs and, incidentally, saved lives and made much more effective our relatively
limited combat perscnnel, It is unlikely that the United States in preparing
against some future crisis would voluntarily relinguish either the opportunity to
fight abroad rather than at home or the ability to translate great industrial

strength into military power.

In the net, about all one can say is that the armed forces of the future
will consume liquid fuel at a rate per combatant persen at least as great and
probably much greater than the armed forces of today., Moreover, industrial and
private use of petroleum products, unless deliberately checked, will also tend to
increase. Thus, the 1.6 billion barrels per annmum production, which just sufficed
to meet our needs in 19LL-LS, would scarcely begin to meet the needs of a future
emErgency s
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There are two essential differences between the armed services and civilian
consumers generally in respect to liquid fuel needs, In the first place, the armed
services in wartime not only consume oil on a far greater scale than in peacetime,

but are also unable to accept any of ax which might tend
tomthuwtmtnulmnln-.Mﬂ y on the other
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exist foreign exchange problems and other artificial barriers to international
trade. The latter in the case of oil have not recently been of much importance,
Command of dollars or other appropriate currency has always during peacetime meant
enjoyment of a full share of the world's oil resources, regardless of location of
the wells.

[uring wartime, however, oil becomes the most important of all strategic raw
materials, and belligerents will wage great campaigns on land or sea to gain access
to oil or to deny it to the enemy, The question of who has legal title to the
oil i3 then of almost no importance; the question of who has military comtrol
the area in which it is produced and of the land and sea
is all-important.

The United States has thus far been so great a producer of
had in peacetime, despite its own tremendous consumption, a regular (though now
disappearing) export surplus. And during the recent war American cil wells, with
help from the Caribbean, met far the greater part of the needs not only of cur
omn armed forces and military industries but those of Great Britain and various
other of our allies, and met also a very substantial part of the needs of the
Soviet Union, especially in aviation gasoline. The pussession within our own
shores or close to them of a vast fund of readily available oil, which was not
only completely secure from the enemy but also on the whole advantagecusly placed
as concerned transportation to places of need, proved a military advantage of the
utmost importance. on of this must therefore become the first md
fundamental of a .

The experience of Creat Britain in World War I proved how great a naval
disadvantage Eritain had been forced to accept in shifting from coal, which was
available at home, te oil fuel which had to be imported., As a result of the heavy
loss of tankers to the Qerman U-boat campaign in the spring of 1917-—and as a
result too of the heavy demands for oil from the fighting fronts in France—the
usual six to eight months reserve of fuel for the Crand Fleset was reduced at one
time to an eight weeks supply, a shortage which necessitated restricting the move-
ments of that fleet. It was necessary to provide escorts for tankers before any
cther kind of freight-carrying vessels were being escorted and to carry oil in the
double bottoms of great liners. And when the United States wished to send a
squadren of battleships to the United Kingdom, she was asked to send eocal-burning
rather than oil-burning vessels,

The British, of course, had been well aware of the disadvantages attending
the chonge, but Winston Churchill, as First Lord of the Admiralty at the time,
had justified it on the grounds that Britain's life in any case depended upon
Hritish maintenance of command of the sea. So long as sea~bornme transportation to
certain vital areas of the warld had to be protected amyway, it made little
difference if petroleum or petrolsum products were added to the 1ist of commodities
which had to be imported on a large scale. To be sure, the menace of the submarine,
which among other things possible a selective destruction of key types of
vessels, was not foreseen Even so, the extracrdinary tactical advanteges in

s on the basis of available evidence, there is 1ittls to inddcate that the
submarine campaigns of either world war were in fact marked by selectivity
types of targets among non-combatant vessels, except in terms of sise, The
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using odl in place of coal would probably have mlﬂnwﬁlﬂﬂm.

In the recent war the fuel difficulties of enemy mavies also furnish a useful
cbject lesson. Her conquest of the East Indies brought within Japan's centrol an
ocil-producing area which, while not one of the richest in the world, was never-
theless ample to meet Japanese industrial and military needs, And the sea lanes
over which this oll was transported to Ja lay in the far western Pacific, where
the Japanese Navy was, at least until y considered to be suprems. Yet the toll
of Japanese tankera taken by American submarines caused a desperate oll shartage
within the Japanese home islands (the same was true also of rubber), What was
suspected during the war 1s now clear--that the Japanese deciasion to base the bulk
of their fleet in East Indian rather than to
Leyte Culf wes governed by the problem of It
the Japanese in making the sortie for that battle realized they could not refusl
for ancther such sortie in less than two months, a realizaticn which greatly
influenced their handling of the battle,

In the case of Italy, it has been revealed that one of the reasons—perha
the chief reason-——for Italian naval inactivity during the later phases of the
Lediterranean war was a perpetual shortage of fuel, Italy was entirely dependenmt
upon the oil doled out so niggardly by her German ally. Whether the fleet failed
to move because Cermany gave it no oll or whether Germany gave it no oil because
it showed no inclination to move, must still remain a gquestion. But in any case
we lnow that the mobility of the Italian Navy depended upon grants of oil from an
ally who was desperately pressed for it herself.

The United States Navy has thus far enjoyed an advantage shared by no other
preat navy, whether friendly or enemy. The immediate umitrgtthlmtimm
never in any important sense depended wpon imports from abroad.,” Onm the ’
control of the sea lanes has been militarily valuable to us chiefly as a means of
enabling us te assist our allies with our
and air forces abroad where they could ¢
threshold. In so far as our Navy had to concern itself with the security of
shipping, that shipping was militarily important mainly as a means of
men ana commodities rather than of importing them, This meant that American
overseas commitments and operations during the recent war had that flexibility
which results from possessing a certain margin of choice between mdlitary goals,
loreover, cnce our allies and ourselves were ready for offensive operations, our
naval strength could be devoted almost entirely to supporting those offensives,
wherever in the world they happened to be taking place,

The United States has not thus far had to depend for its sustenance in wartime
upon defense of a long "life-line"-over which an essantial commodity was moved in

B
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Excapt in ternms of coastwise or semi-coastwise « 0One is forcefully
reminded of the acute oil suffered by our east coast area during the
second and quarters of as a result of Mwm against
tankers sailing from our own Gulf and from the reglon, ver,

ily brought wnler ol ance the minimum necessary forces of

eas
vessels and aireraft were provided,
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larpe volume, And in so far as our allies have had to depend upon such a line,
that line usually extended from them to us rather than to any remote area of the
globe. The much-touted British "life-line of Empire" through the Mediterranean

to India has never in recent times been nearly as importamt to as the line !
across the Atlantic, This is particularly true in the case of which in the f
two warld wars Britain received predominantly from us., PBritain therefare has a

strategic stake hardly less than ours in the conservation of oil in America,

If, however, we were to become dependent mostly or even largely
area &8 the Middle East far ouwr supplies of cdl in wartime, we should be accepting

an enormous handicap, a fact sufficiently demomstrated by the difficulties
experienced in the coast-wise and Caribbean transportation of crude oll by
during the recent war before the submarine menace was mastered and interior
pipelines built, For regardless of where on the globe military operations were
called for, our primary concern would have to be with protecting what might easily
prove to be a tenuous line of sea-bornme commnications from the

Mddle
our own shores——a line except for our pmoﬂnniglét ve no
mild interest in ma . propcsition assumes THAT the area in
;EEEEEHBHWEM out of enemy hands., The fact is that for

America the Middle East is one of the most insecure areas of the globe. Ewen in
1942 the German threat to the Middle East was immediate and pronounced, and we may
be sure that Germany would have mounted an even greater effort in that direction
if wo had been heavily dependent upon that area as a source of

In the political constellation of today we see an even less encouraging
prospect for our ability to hold Middle Eastern petroleum f
For the time being, all American strategic calculations concerning the requirements
of great wars must envisage the Soviet Union as the opponent, if for no other
reascn that she is the only fareign power whose defeat would require great
exertions on our part. Unfortunately, there are also other reasons. And the
petroleum bearing area of the Middle East lies on the doorstep of the Soviet Union.

Whether it is possible to defend that area against the Soviet Union is not
at issue. It is by no means out of the question, in view of the character of the
terrain comnecting the oil regions with the centers of Soviet power and of Soviet
deficiencies thus far in overland transportation, that it could be defended by a
mobilized America, with or without major allies. DBut whether the oil itself, or
its denial to the opponent, would be worth the price required to defend it is
quite another matter. So long as any feasible alternative remains, the answer
must almost certainly be no. The "almost" is contingent first upon whether the
alternative is available at a lesser price in manpower and physical resources. It
is also contingent upon whether there are other objectives within the area the
defense of which was so high a priority as to carry the petroleum objective with
it. The answer to the latter question, in this writer's opinion, is definitely no.

It has been justly argued that if Bngland is our partner in another majar war, : !

:
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her minimum strategic defense area is also ours. That is to a degree trus, but

the implication usually conveyed in such an argument, that the eastern Mediterranean
and the Middle East generally are vital to the security of Great Britain, is not

in peacetime a major part of

E

true. The Anglo-Iranian (il Company may

%;’
3
|
i
%
|
E




-8~

conmitment in strategic planning., In any case, imperial interests, with which the
Hnitadsmtaumywﬂwnnthwmu,h;ﬂhhﬂﬂmwmm
larger issues demand settlement,

Finally we must consider the view that the area in question might provide
an excellent staging base for an offensive, and that while neithar offensive ncr
defensive objectives taken separately could fwrnish a sufficient justification
for holding the area, the combination of those cbjectives might well do so. A
case in point is that of the British Isles during the recent war, which had to be
defended anyway and which ultimately provided the ideal base for invasiocm of the
continent. But that case is a strateglc accldent, not likely to be repeated in
other parts of the world. What the British Isles contained was of far greater
value than oil pools, Moreover, factors of timing enter the caleulation, As the
recent Pacific War proved, the area which will ultimately serve as the
base for final and decisive attack is not necessarily ome that must be held in the
beginning, Also relevant are considerations of freedom of decision and of surprise.
And in strategy as in other affairs of life, the objective which fulfills tou many
purposes is not likely to serve any one of them well,

The strategic approach to the oil problem must thus be based on the premise
that, so long as it can be made to fulfill cur basic wartime needs, the only oil
reserve worth defonding is that which can be held with & minimum of defensive
military commitments, That portion of it which falls within the area we mmst in
any case defend 1s pure windfall strateglcally. And since the United States, the
Caribtbean, and the northern part of South America clearly fall within our "minimum
strategic defense area," a sound strategic oil policy must stem first of all from
an accurate aprraisal of reserves within that area, both of crude petroleum and
of alternative sources of liquid fuel., It must also consider productive capacity
in the area and the degree to which that capacity lends itself to rapid expansion,
for oil in the ground is not necessarily available on demand., This does not preclude
interest in other areas even for wartime needs, since such areas be accessible
to us during an emergency. But for the mout part our interest in tant overseas
oil fields is either purely economic or is based on the desire to exploit those
areas in order to help conserve American reserves for military emergencies.

How Much 04l Can We Count Upon?

The real extent of potential American reserves in crude petroleunm is a
subject of bitter controversy. Within the oll industry itself, thare are in general
two groups with fairly distinctive interests. One is represanted by the sc-called
"major" producer--the large, integrated corporation, such as Standard 011 of New
Jersey, Standard 011 of California, The Texas Company, Shell Unicn 0il, Sccony-
Vacuum, or the Gulf 0il Corperation. Such companies usually list among their crude
reserves large holdings abroad, and in any case they are in refining
and distribution as well as in crude production. The 011 Company,
rww,mmhunlhrﬂmmrﬂm%ﬂ
crude production amounting to substantially under 50 per cent of its
refinery requirements. Although such companies invariably also possess within the
Mtﬁmdmmmthﬂrixﬂﬂﬂ : vou et e |
cons Lsing, rests are sufficiently "h:ﬂlﬂth-
ﬁp:a: :uﬂar nh&:amnmuﬂm world-wide oil uv:f:. ‘the het

c-ocalled "independent®,” who are interested in preduneing and
of domestic reserves, K
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The latter group naturally looks upon any kind of foreign production, and
especially upon importation, as compotition, They therefore share with American
procucers of other commodities a markedly favorable attitude towards tariff
protection and desire for complete freedom in the exploitation of their reserves,
Thev bitterly and effectively opposed the Seudi-Arabian pipe line project sponsored
by lr. Ickes during the war. In order to allay governmental fears which might
result in marked interference in their operations, they are given to publicizing
ostimates of ouwr domestic reserves which stress maximum pose ties, Their
conception of the ideal solution to the threat of diminishing domestic supply is
penerally cne in which a steadily rising tariff scheduls or other form of import
restriction offsets the rise in coste of production resulting from advancing
depletion of American fields, Our vast resources in hydrocarbons far synthetic
production of liguid fuel are held up as the ultimate insurence against strategic
and econonic embarrassment, So long as the huge domestic market of the United
States is assured them, they have everything to gain and nothing to lose by such a
policy.

It would be a bizarre accident if the strategic interests of the United
States were in accord with the policies of the Mepomtl:u, ;h“:ht: t:‘nnt
impossible that ¢ be, It certainly appears on surface
economnic intaraat-zagfnﬁ;u ordinary consumer, with which the govermment should
also be concerned, are scarcely in harmony with those of the independents in the
matter of foreign production and imports. But while the estimates of American |
reserves on the part of the independents are likely to be colored by interest,
they must nevertheless be considered along with other estimates.

BExisting 01l Rescurces of the United States, The oil resources of the United
States mus cons proved reserves of crude petroleum, probable
future discoveries, relation of size of reserves to rate of production, proved
reserves of alternative sources of liguid fuel, and the technological and ecomomilc
availability of those alternative sources for actual production.

5o far as current proved reserves of crude petroleum in the United States
are concerned, there is no controversy, The standards used for determining preved
reserves are set by the American Petroleum Institute, which is currently
a figure of something over 21 billion barrels. However, it is legitimately
pointed out by many oil people that the API standards are extremaly conservative,
For cne thing, the API method is to confine estimates of proved reserves to those
proved by actual drillings. But the state of the art is such that there are
frequent instances where we can be sure there are n%mwmutﬁaﬁmmﬂtmn
their size with reasonable accuracy, without having a
by the API standard. Furthermore, the proved reserves are mmm
at about 0 per cent of the petroleum contained in the natural roservoirs to which
the estimates apply, because that remresents the average proportion recoverable in
the past by conventional methods, Hewever, methoda of secondary recovery in so-
called "stripper" wells do appreciably increase the propertion recoverable, and
techniques are constantly evolving fur pushing still higher the ratio of recovery.®

6.
A recent discovery of apparent promise involves the injeoction into denleted
wells—or oil shale its~~of & marine bacterium which rejoices in the name of
halohydroearbonoo cus, This bacterinmnot only modifice the
chemical composition of impriscned deposits but also by its growth
crowds the diffused oil into pools from which it can be pumped, See
Times for January 10 and Jamuary 1, 19L7.




On the other hand, it is also possible that
mount so rapidly that long before
advantageous to turn to other means of
synthetic production,

ing

The term "proved reserves" has caused a good deal of confusion in this country,
especially because the figure has tended to go up even as

tion and current production have gone ups. The more oil we use, the more we Seem

to have, and the fears expressed in the past
supply are made to look utterly ridiculous, The reas
normal play of supply and demand tends, ﬂrmghitlultintninfhua?amtham-h-
of crude petroleum, to determine the amount of exploration activity.! Thus, the
ratio of proved reserves to current anmual consumption has varied in recent times
gomewhere between 1llsl and 1211, And since consumption has undergone a marked
secular expansion over the last thirty years, the fund of rroved reserves has been
comparably expanded. Obviously, however, such a situation can continue only so
long as there is still an "open frontier" for oil at home, that is, only sco long

23 there remain fields which can be discovered and exploited at costs which permit
domestic petroleum to compete with alternative sources of liquid fuel.
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It should alsc be clear from the statements of the preceding paragraph that
a fund of mroved reserves some fourteen times grester than the current annual
conswiption does not mean that the country's visible supply will last only fourteen
years—-a deduction implicit in the often repeated assertion that "we can count only
on what we know we have," It would in fact be physically impossible to withdraw
the present proved reserves of the country within fourteen years—due simply to
the fact that as a given field approaches depletion its rate of production
inevitably declines. The quantity of proved reserves must be looked upon rather
a3 a fund which supports a certain optimum economic rate of withdrawal., Thus, the
continuation of that rate of withdrawal depends upon new accretions 4o the proved
reserves to replace those withdraim——in other words upon the further development of
existing fields and the discovery of new ones. Vhat is important is not the
ratio of rate of withdrawal to proved reserves but rather of rate of withdrawal
to rate of new acerstions to the proved reserves, It is as clese to an absolute
certainty as anything can be that we will continue to discover new oll within the
country. To that extent we can count on "more than we know we have." . ¥What is in
question is how the rate of Jomestic discovery will compare with our advancing
rate of domestic consumption,

Potential Oil Resources in the United States. The amount of oil still to be

¢ in ia a ma of speculation, and estimates vary
enormously, Some oil experits maintain that there is more oil waiting to be found
than has yect been discovered. Others point out t the iecan
production comes from flush wells-~that is, about 85 per cent of the volume comes
from § to 10 per cent of the wells—and that the rich fields which produce flush
?ﬁﬂmﬁ?m:ﬂuummwmmﬂwmmmaumunmm
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This country has a history of estimates of oil reserves having consistently
turned out to be far too pessimistic. An unfortunate result of this fact has been
a tendency to reason that since our estimates proved too pessimistic before, they
are undoubtedly too pessimistic today, and that our figures of domestic proved
reserved will go on mounting in the future as they have in the past, But this
country also has a histary of seemingly inexhaustible resources suddenly being
exhausted, That happened to our original forests, which, incidentally, are much
more easily replaced than petroleum and is about to happen also with our richer
iron ores. A gallon of oil, which toock nature millions of years to develop, is
when consumed as fuel no more replaceable than is the extinct passenger pigeon,
less than a hundred years ago the most numerous bird in America and possibly in
the world, It may be true that the cry of "Wolfl Wolfl" has been raised when there
was no wolf, but in the fable no one heeded the cry when tie wolf actually came,

The only conclusive way to find oil.is to drill for it. Modern technigques
of gecphysieal survey are of morvelcus assistance in indicating underground structures
favorable for the trapping of oil, tut whether such structures actually contain oil
in significant quantities can be tested only with the drill. "Wildcatting," or
prospecting for new oil fields, is an enterprise in which large sums of money must
be risked, for a dry hole is a total lgss, and the cost of drilling it may run
into hundreds of thousands of dollars.” Over the last decade some 20 to 35 per
cent of all American wells drilled have proved dry, and of those considered
productive some 15 to 20 per cent have yielded only gas, which, depending on
quantity and on geographical circumstances, or may not have a profitable market.
Finally, out of the oil producers, only about LO per cent are considered "commercially
productive=— that is, sufficiently productive to pay at least their own cost,.

One measure of success in oll discovery--though a very rough cne--is ratio of
dry holes drilled per million barrels of oil discovered. There is, however, little
need to go into the controversy of the significance of the trenf in recent yeara,

Tt is argued on the one hand that the ratio has gone up since 1937, indicating
diminishing promise; and ocn the other hand that this is a temporary trend, comparable
to other such trends in the past, and that when considered over a long-term poericd
such as the last forty years the ratio has tended to become more and more favorable.?

€
The accepted API definition of "wildcat well" was rather recently changed,

regulting in some confusion in the interpretation of statistics, A wildeat
was formerly defined as a well drilled not less than two miles from a
producing well, but in 1943 the definition was changed to cover wells drilled
one mile from a producer. Thus, a great part of the recent statistical
increasé of wildcatting in the United States is due simply to a widened
definition, It is worth noting that figures for wildeat wells drilled are
available only for the last ten jyear, while figures for total wells drilled
and for dry holes ere available for forty-seven years,.

7 Statistics on United States well drilling from 1900 to 1943, inclusive, are
conveniently prescnted in a pamphlet entitled "Some Facts on the Search for
0il in the United States of America," issued in April, 19LL by the Standard
0il Company (Wew Jersey), A much more elaborate body of statistics relating i
to various aspects of the petroleum producing and refining industry, but '
wmtnawgymm,uuwm:Wthmn

oleun Indus 1918-19LL sued on 11 5, 194k by the Petroleum
Industry War Council. : : o ; o
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The significance of either argument can be greatly exaggerated, Certainly the
latter fact reflects simply improved methods of preliminary exploration, based both
on experience and on greatly improved technology, and therefore indicates little
ar nothing concerning the rate of future discoveries. But it is also true that
short-term trends cannot be considered conclusive of anything, A small proportion
of dry holes may simply reflect unwillingness to take the risks incurred in
drilling cutside of tested fields, and that reluctance may in
of a number of circumstances.

On the other hand, one cannot wholly discount the fact that while a greater
nunber of wildeat wells were drilled in the United States in 1545 than in any
other year (possibly subject to reappraisal in terms of the changed definiten
wildcatting), the raﬂhruﬂuﬂdhrnmmtﬂulmﬂ of any year
at least the last thm?.l The substantial additions to proved reserves were
through reappraisal and upward revision of known fields, as well as through
extension of the productive areas of those fields. The new pools discovered appear
to be relatively unimportant., The experience of 1946 clearly goes a
toward demolishing the argument frequently ventured during the war: that the
disappointing exploratory results of recent years were due primarily to the inhibiting
effect of war needs and shortages on the more speculative kind of wildcatting.

It has also been asserted that less than half the total area in the United
States considered promising for petroleum has been thoroughly explored, and that
in many of the regions already producing only the upper layers of the petroleum—
bearing rocks have been tapped by the wells thus far drilled. Underlying the beds
from which petroleum is now being withdrawn, it is said, there remain thousands
of feet of rocks which are still untouched by the drill and which may very well
yield petroleum when they are tested. Concerning the firast part of this argument,
it may be true that less than half the American areas considered promising have
been thor explored; but most of the rest haye receivéd some kind of preliminary
8 Es C 1y the half which was first thoroughly explored would be the
most promising half., We cannot assume that the other half will be anything like
8o rich in new discoveries. Even oll men interested in maximizing possibilities
admit that, as one of them has put it, Modl finding is an increasingly difficult
undertaking in this country at best.!

On the question of deeper exploration, it is true that technological
improvements have made it feasible to drill much deeper than befors, and that
zones of oll have been discovered congiderably below fields which have long been
in production. The deepest well in existence in 1918 was 7,579 feet, considered
then to be about the practical limit, Thww%hm b
today—that of the Shell Union 011 Company at Weeks Island
drilled to a total depth of 14,301 feet, which is close to twice the depth of the

limit prevailing thirty years ago. (hth-uhhlrhnd,nh:wthtmmf' areas
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"basement rock," below which it is useless to drill, often ocours at

shallow levels. Also, exploration costs naturally rise steeply with '

depth of tests, During 1945 the Standard 0il Company of California was :

to abanden as dry a test hole in Kern County, California after drilling it to the : \

T0: " Ses The Texas Company: Amnual Report for the Yesr 196, pp. § ff.

el




a test hole currently being drilled near Fort Cobb, Oklahoma)., The cost of
drilling that hole was probably not far short of half a million dollars, Since
the productive wells must pay for such failures, one must discover rich fields
indeed to warrant exploration at those depths. Alsc, such deep drilling must
largely be confined to the further testing of nown fields and can hardly be
applied tc pure wildcatting.

easpecially that part of it lying off existing oll

Louisiana, and Texas, The continental shelf, which by definiton lies at & depth
of less than 100 fathoms (600 feet), varies considerably in width, but on our
Texas coastline it extends out to sea some twenty-eight miles. That there are
mumercus structures faverable for the occurrence of oil in that

only a reasonable expectation from coastal occwrrences but has been definitely
established from geophysical surveys carried out by several oil companies. However,
the business of drilling wells miles out at sea is quite another matter. There are
already productive wells in operation over water, especially at Lake Maracaibo in
Veneguela, but nowhere at more than 100 feet of water depth or at more than ten
miles from shore., Even those oil men who are conspicuously optimistic concerning
our crude oil potential concede that on a basis of relative costs the continental
shelf is far less promising than synthetic production of liquid fuel from cocal.

In cther words, the shelf is likely never to be exploited to any significant degree
unless our oil need should "become so imperative as to make producing cost a
secondary consideration,"ll a situation which could occur only during war or
imminent threat of war. And even then the oil of the shelf would not be available
unless we had previously developed the necessary techniques and provided the
requisite equipment.

Returning to the situation ashore, a good deal cbviously depends on technological
progress in oil-finding and oil-producing techniques., It has been estimated that
probably three-quarters of the discoveries of new oll pools during the last fifteen
years would not have been made except for seismic methods of scunding which did not
even exist in 1518, and which, incidentally, developed largely from scientific work
concerned with lecating large enemy guns during World War I. On the other hand,
some experts also believe that the kind of "text-book" structures to which these
and other methods are most applicable have already been largely surveyed within
the United States, and that new methods are necessary if the recent rate of
discovery is to be maintained or improyed upen, A revoluticnary advance would
ensue if some method were found for mapping out stratigraphic traps, which at
present defy any type of sounding other than the drill itself,

Barring the advent of such an invention, it seems a sound deduction from the
available evidence that the costs of exploration, and hemce of production, within
the United States are bound steadily to rise relatively to alternative sources of
liquid fuel. Whether those "alternative sources" take the form of imported ;
petroleum or synthetic production or both depends largely on governmental policy,
especially as regards

1l.

See Wallace E, Pratt, "Continental Shelf," (bi-monthly ﬁlmum

dthﬁ%ﬂ&&.dhﬂ},iﬂ%ﬂ.ﬁh quoted
passage above is from the editorial comment on that article.
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the tariff, The independents are already pressing for a restoration of the
full 2l-cent per barrel import duty on crude petroleum, which was ectively
halved as a result of the generalisaticn, under 'mt-itvr.ﬂﬁ-ut clauses,
of our reciprocal trade agreements with Venesuela and Mexico,12 Disregarding
its effect on American trede policy in general, such a restoration would be
meaningful mostly as a prelude to further boosts,

There is no question that we can find within the country enough oil to fill
the major part of our needs for a long time to come if we are determined to prevent
any larpe influx of foreign petroleum. And ultimately the rising price of domestic
crude would enable synthetic production to become cormercially competitive. There
is no potential shortapge in any absolute sense to warry about, but thers is
decidely the question of costs. And there remains also the question of which policy
would assure us of the greatest domestic supply in a military crisis.

It would seem on the face of things that the best and certainly the cheapest way
of asauring ourselves of the greatest possible fund of domestic proved reserves
during war would be to relieve the drain upon our resourcea during peacetime by
relying heavily on imported petroleum, But, for reascns which will shortly be
presented, it by no means follows automatically that such a policy would actually
maximize the proved reserves available for an emergency.

Petroleum Resources of other Western e Countries, The distinection
several times e pre paragra omestic" and "imported"
petroleum may be somewhat misleading when applied to other Western Hemisphere
countries, For while the trade statistics consider all petroleum rescurces
cutaide the United States as indisputably foreign, from the strategic point of
view those situated in latin America or Canada are available—with qualifications--
to a degree comparable with domestic resources, The qualifications, which will be
reviewed in a moment, are extremely important. But it 1s nevertheless worth while
to point out that cur strategic gosls are not advanced very much by a policy of
importing oil in order to spare ocur own when those imports come mostly from other
parts of the Americas.

The qualifications upon eonsidering Latin American petroleum as strategically
domestic are in general two fold, The first and least important concerns the
vulnerability of transportation. The oil of Venszuela is shipped to the refineries
of our Eastern Seaboard by tanker. So too is the oil produced in ocur own Gulf
region; but for the latter there are alternative means of shipment, such as the
great pipe lines built during the war as an emergency measure, No such alternative
exists for the petroleum of the Caribbean and
However, if the whole experience of World Var
in 1942 is taken as a touchsteone, this dependence upon what amounts to coastwise
transportation is not too sericus, At any rate, communications to Latin America
are likely to be far less wvulnerable than those extending to the Middls East.
It is for that reason mainly that we consider the petroleum resources of Latin
America as within our "strategic sphere, ; .

Much more important is the fact that the oil policies of Latin
umﬂﬂmnﬁhﬂmmummw~mﬁwm

of our government. Certain negative features of control and influence exist,
=
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See New York Times, January 2, 1947
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The companies operating in those areas are overwhalmingly of American nlti.mlutr,
and thus presumably subject to some persuasion from our government. But the
importance of that factor can easily be exaggerated, Bunndh' there is the matter
of American import controls, tariff or otherwise; but this is Inlhlal"h:lg
stick" rather than & "suger loaf" instrument, mmmm

democratic government except as a punitive measure for specific injustices
amurhtimdfwuipﬁlerthWMﬂﬂﬂm
negative attitude of various other Latin American governments towards development
of their oil rescurces by foreign enterprise, American or ctherwise, indicate that
the potential cil rescurces of the Americas in a physical sense are by no means
identical with the potential oil resources available to us. At least in the past,
oil fields in Latin America which were not discovered and developed by foreign
enterprise were likely not to be discovered and developed at all,

(n the other hand, so long as petroleum is being produced in Latin America--
especially in the northern part--that production is likely to be available to us
in a military emergency. And while we cannot directly pursue policies seeking to
Yromote development of those resources, self-interest for the countries involved,
if we can count upen its being cbjectively examined by them, is a powerful ally
in our favor,

Venezuela is the greatest petrcleum producer of latin America, ranking second
in the world after the United States. . Because of its small domestic r
its annual exports of petroleum exceed those of the United States, even though 1.1-.-
rate of production is about cne=tenth that of the latter, For the time being it
remains the leading petroleum exporter of the world, shipping some of its production
to the United States but most of it to Ewrope. Its present proved reserves total
about & billion barrels, and there seems to be promise of large future discoveries.
Felations between the ‘rﬁnmﬂm government and the private oil companies are
generally satisfactary.

Venezuela and the United States between them account for some
the total oil production of the Western Hamisphere, with another cent be
accounted for by lexico, Argentina, Colombia, and Peru. Trindidad enjoys a
fairly significant pouitim, and the activity of Canada in oil production is
definitely growing. BEcuadar, Bolivia, and Bragil also produce oil, but in very
small quantities., Some countries of the Western Hemisphere which are considered
by geologlsts to have important oil potentialities are not commercial producers at
all, due in the main to the negative attitude of their governments towards the

influx of foreign enterprise.

bvd

per cent of
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The case of Mexico is particularly interesting, e in 1921 its level
of production (550,000 barrels a day) amounted to no less than L2 per cent of
the production of the United States at that time, To be sure, the same waste-
ful methods of extraction which then prevailed in the United States were used
also in Mexico, and decline in production began even before the peried of
increasing difficulties between the Mexican ildr;tm operators.
Nevertheless, tummmm ~search for new oll fields
which is essential to sustained production, and the industry to direct its
exploratory efforts elsewhere. The final expropr by the government of the
0il properties in Mextico did not result in any reversal of the trend in

production, hﬂnommmmhﬁmmm
T3+ Joseph E. Pogue, "011 and the Americas® (Privately printed pamphlet, 19Lk).
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during the same period in which Venezuela rose from thirteenth to second, Neverthe-
less, Mexico still has proved reserves of over 700 million barrels, and its
potentialities for future discoveries are considered very good.

Argentina is also interesting because it is the only oil-producing state of
Latin America which, despite rather extensive areas considered promising for oil
development, fails to produce its own requirements, Although the private companies
which originally opened the fields are still permitted to operate under restrictions,
the oil industry in that country is for all practical purposes a government monopoly.
Erazil too is a negligible producer despite great stratigraphic basins favarable
for the occurrence of oil, and again it is so because of laws unfavorable to cutside

private capital.

It may be that in the future the Latin American countries of high oll-producing
potentiality will revise their attitudes concerning foreign enterprise—Mexico
shows some indications of doing so already--but until they do so or until they
demonstrate a greater efficiency of their own in internal development, the potential
resources of South America are simply no resources at all, It can never be toco
mich emphasized that fields must be discovered and developed before they are
available to anybody. Failure to explore may be conservation for nature, but not
for man.

0il exploration and development in Iatin America is generally not a low cost
enterprise, despite relatively low labor costs. As in the case of the Middle
East, the oil fields are remote not only from markets—a relatively unimportant
factor because of the cheapness of petroleum transportation by tanker and pipeline—
but also from the sources of drilling and other equipment., Roads must be built and
commnities developed in the jungle, and the terrain is much less favorable than
that of the Middle East to such pursuits, And of course the oil fields, while
rich by Western Hemisphere standards, do not compare in potential productiveness
to those of the Red Sea-Persian Qulf area.

American Substitute Sources of %ﬁ"lc_l Fuel. In the immensity of our reserves of
ernative or substitute sources fuel—such as natural gas, oll shale,
tar sand, and various types of coal (including lignite)-——we have a %ﬂ‘b
guarantee against shortage of liquid fuel in wartime., DMeasured in

of liguid fuel into which they could be converted, known deposits of substitute
sources in North America are sufficient to keep us going for hundreds, perhaps
thousands, of years,

However, before we can consider the varicus raw materials for synthetic
production as really available during an emergency, we must see built up in
this country a sizeable plant ready on short notice to undertake a production
sufficient to supplement substantially our output from crude petroleum., How could
such an event come about?

Under present processes of conversion, only natural gas can produce a gasoline
which compares in price with fuels produced from crude petroleum, and the amount
of low-cost natural gas which is available for conversion to gasoline is relatively
spmall-—astimated by one ib] Search organization 23 equ: ;
than 2 billion barrels, Some have placed the figure at close to 17 billien

O

15+ Standard 0i1 Research Corporatiom, ® Revien
of Motor Fuel from U.S. Non=Petro (mimeoy
December 3, 1943) pp. 1-6, The Standard 011 Research
diary of Standard Cil &ff New Jersey.
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barrels, but such deliberately optimistic estimates generally overlock two facte:
first, that gas which already enjoys a ue demand in its existing state
is not available for conversion, and second, that only those sreas in which large
gas producing wells are reasonably concentrated are available for economic pro-
duction,l6 loreover, it is likely that gas reserves will tend with
0il reserves, and that the potential feed for the synthetic plants will decrease
as the economic need for the process increases. The most we can hope for is that
in the not distant future socme 10 to 15 per cent of the country!
(as distinct from other liquid fuels) will be filled through natural gas
The first commercial plant for such synthesis is in fact now being built in Texas,
and

|

|
b

and a second is soon to follow in Kansas.

The next lowest cocst sources by presently lmown pr
0il shale, both existing in extensive deposits in Nerth America--the tar sands,
however, almost exclusively in the Athabaskan fields of Canada, But only r
1y small proportiens of these deposits are both access
in yield to make them a cheaper sovrce than coal, and & of
those richer deposits might disappear with a rise of mining costs generally. That
is to say, mining costs are not as critical in the case of
case of ter sands and oil shales, due to the fact that coal has a much larger
yield of liquid fuel per ton (about 2.l barrels).l7 And if, as is expected, the
costs of coal conversion are more amenable to reduction than the costs
tar sand conversion, coal will be able to compete with or displace in
the oil shale and tar sand deposits as soon as any large quantity of substitute
motor fuel is reguired.

The ultimate available coal resources of the North American continent and
especially of the United States are staggeringly huge. In the United States almme
commercially available coal reserves--i.e., in workable seams above 3,000 feet
depth and covering the range from antlracite to lignite—are scattered through
twenty-nine states and are estimated to total 3.2 trillion tons. This compares
with a present extraction rate of some 600 million tens per year. If 50 per cent
of this coal were available for synthesis it would represent a
reserve of 3.7 trillion barrels, or encugh to last over 2,000 years at

E

16. The latter requirement results from the fact that W economic size
of plant operating on the Fischer synthesis process of about 50
million cubic feet daily input, a very high figure when compared t
production of single cil fields. Such a plant would be cbliged to gather gas
from an area which was substantial to begin with and which would have to ex-

:
:

the very high capital investment in

costs would be involved. Another rigid site requirement which might become

important in particular instances is that for a plentiful supply of water. A

plant processing 10,000 barrels of gasoline a daj

gaz) would require a daily water intake of

besides the "Preliminary Review" above mentioned, the article: "Synthetic
the (

Gasoline," in The (bi-monthly publication of
Jersey) Vol. 2’:1% (Mareh 1947), pp. 7-11.

17. Of course, the rise in coal mining costs might be disproportionate to
in costs of cther forms of mining, due to the exceptional stremgth of the
union involved in coal. Bub coal has an
in that it presents a relatively small problem of ash disposal, while in the
cace of shale the problem of disposing of the spent rock might be considerable.

:
£
%
3

:
;
|
_E

;
:
g
?
:
:




=16-

American rates of liquid fuel umnupﬂun. For the synthetic mt.:l.ﬂl of
the lowest grades of coal are almost as uthlbutpdq and in the
Mountain area 1ie huge deposits of bit Mm coal and lignite—
much of it acceesible thro ecoromic ‘mathods--which now

tirely untouched for want of a mariket,

However, wnder present processes mu!.i.uu made rru coal costs about three
times as much at the refinery as does oline made from petroleum, and while Amer-
ican research effort has already effected substantial cost-reducing improvements
the Fischer process (used by the Cermans during World War HL no responsible spec-
ialist in the field predicts a refinery cost for the symthetic product lower than
twice that made from erude pntrulam—aalmguthumuum as
isolated operation. If such synthesis is dovetailed into the production of manu-
factured gas the coste of the liquid fuel derived may be brought substantially
lower, but tﬁ magnitude of such operations will obviocusly be Rimited by the market
for the gas. !

In considering the costs of synthetically produced fuel, one must always bear

in mind that the differences in cost operate only through the refining stage, after

which fransportation and distribution costs--and taxes--should be exactly comparable
to those of the present commodity, Thus, if a gasoline which costs $0.06 per gallon
at the refinery sells for $C.22 at the roadside station, one which costs $0.12 at
the refinery should sell at the dispensing station for not much pver $0.28. & 100
per cent inerease in refinery costs becomss by the time the commodity reaches the
consuuer a slightly more than 25 per cent increase in price. Naturally, in the
case of other ligquid fuels--such as those used for home hsating, whers retailing
costs and especlally taxes are substantially lower——the proportionate increase in
price to the consumer might be much greater.

How, how important is the rise in price to the consumer? Some maintain that
it is of 1little importance, that the car owmer can be expected to pay his five or
gix cents extra for each gallen of gasoline with no groater consequence than that
of causing him to be less wasteful in his gasoline consumption., It would also put
some pressure upon automobile manufactwrers to design engines of greater efficiency,
in which respect there is apparently a good dedl of room for improvement over
ent designs. On the other hand, we know that in the aggregatc the consumcrs this
country would be called upon to some hundreds of millions of dollars extra

41
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per year if they were obliged to use fuel produced synthetically or even from high

cost petroleum, and before we accept such a solution we should examine the alterna-

tives. Certainly one alternative to the use of 208t fuels is the peacetime
exploitation of the vast resources of petroleum which exist outside the Westorn

Hemisphere, :

18. mmubmhcmonaﬁmum ompany has already ed its plans to i |

mm-lsmmopimm rary, Fenn
of Pittsburgh, to teet the ac-m Toanibs
tions, Should this wncessful, a §120
plant will be cons ‘ south of Pittsburgh
large deposit of t!ﬂmﬂ - laborating in th
Standard 0il Development C a s of - r
Jersey) mmmmm-h-w
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But before proceeding to consider those resources, one additional pnm must
be made about synthetie production, If lar synthetic production should
involve a refinery cost for gasoline tely twice that of the present type
of gascline, it suggests that the price of crude petroleum could rise to approx-
imately twice its present level before any large amount of
became commorclally feasible on a competitive basis, That happens indeed to be the
case, and such high prices for crude petroleum would enable the oil
before ylelding to coal its predominance in the field of liquid fusls, to bur much
higher petroleum finding and recovery costs than it has thus far, Moreover, as
crude petroleum tends to rise in price, it will be more exclusively devoted "to uses
for which it alone is specifically indica net effect of which will be to
stretch the utility of available petroleum. The combination of these factors
means that even if cheap forelgn petroleum were shut out of owr domestic market by
tariff or other means, the develepment in this country of a larpge synthetic industry
to serve emergency needs might nevertheless be wery considerably delayed.

011 Resources of the Middle East, The large oll reserves of the world appear to
lie In two maln areas: on the one hand the Caribbean-Mexican Qulf area, which in-
cludes the southern United States, Mexico, the West Indies, and the Caribbean
seaboard of South America; and on the other hand the Middle Bast reglon, which
includes the area lying generally between the Mediterranean, Red, Black and Caspian
Seas and the Persian Gulf. Other cil-producing reglons of the world, including the
BEast Indies; are of minor importance by comparison.

The presant proved reserves of the Middle East ocutside of the Soviet Unicn
total about 16 billion barrels, If one adds the "indicated reserves," that is, the
reserves estimated to lie in fields already discovered but not yet fully explored,
one arrives at a figure at least as large as the total proved and indicated re-
serves of the United States, Howewer, exploration of the Middle East region has
hardly begun. The DeGolyer Technical 0il Mission to the Middle East in a celebrated
wartime report to the Petroleum Reserves Corporation made the following statement:

"When one considers the great oil discoveries which have resulted from the
meager exploration thus far aceomplished in the Middle East, the substantial number
of known prespects not yet drilled, and the great areas still practieally unex-
plored, the conclusion is inescapable that reserves of great magnitude remain to be
ducmramd. The proved and indicated reserves of this uu ara uunpu-u‘bla ﬂt..h

those of the United States, all of t t.
gtmdﬂ%urlmamma 11
more tweniy timos this number 'lﬂ s each

15, For example, ‘rising petroleum costs would force a conversion into higher grade
fuels of what are now called “petroleum residuss"--that is, the residues left
after the processing of crude petroleum to mroduce the lighter and more valuable
liquid fuels, Thess residues have been burned by large power plants in competi-

tion with coal on ese a B.T.U. per dollar basis, The advent of catalytic

cracking, which leaves & smaller residue than the older thermal

ﬂumﬁt‘ﬂm‘m uwﬂumnawxm
ﬂhishﬂ'?ﬂnl]iqﬁthmM residual fuel out i

of the class of unavoidable lﬂwl‘lﬂm M

from Non-Petroleum Sources,” 0, 19kk

{?ﬂlt 22,’ PP. Hw I,

20, Italics mine. This report, immma. Mmmuh. E. DeQol~
yer, was entitled "Preliminary Report of the Technical 0il Mission to the Middle
East," but it remeins in fact the only report prepared by that mission,
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The experience gained by American oil companies on the spot since the Delolyer
report was issued--an experience which has embraced
actual production of the area--has served only to confirm the appraisal of the
Technical 0il Mission. The 1946 average daily output of 588,000 barrels came
a very small number of wells. In Iraq alone 50,000 barrels per day were being
duced from only ten wells operating at efficient rates, indicating an enormous
shut-in capacity per well, At least three of those wells have already exceeded
50 million barrels each in total production, and the others will probably have
similar recoveries when they have been in
production more than doubled between the end of 19LL and the close
expected to rise to over 300,000 barrels daily immediately upon the c
the Trans-Arabian pipeline., It is at any rate clear that long before the Middle
East 1s as thoroughly tested as the United States has already been, the ultimate
resources of that area will be found to be enormously greater than those of Nerth
America,
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Thus far the investments of American oil companies in the Middle East have
not been large in relation to their total woerld investments, Recent estimates
Place their Middle Bastern commitment at about one~quarter of a billion dollars,
which compares with a combined gross investment in properties, plants, and equip-
ment of the thirty largest American oll companies amounting to some 12 billion
dollars. Although segments of the American industry interested themselves in the
area as early as 1912, the first American well was driiled there only in 1927.
Incidentally, this first well, in Iraq, came in out of control and flowed at an
estimated rate of 100,000 barrels daily--one of those huge historic gushers which
in our domestic wildecatting experience have been all the more romantic for their
rarity.

For a long time the tight British-French control of the area discouraged Amer-
ican entry, a situation not wholly remedied by the international agreement of 1928,
In the period from 1928 to the outbreak of World War II, the supply-demand situation’
in the United States was not such as to stimulate intensification of exploratory
and development activities in remote and politically questionable areas, The seven
American oil companies actively interested in the Middle Esst during 1919-21 had by
the time of the 1928 agreement been reduced to five, and three of these
sold out their interests to the remaining two-—the Standard 0il Company of Califor-
nia and the Texas Company. These two companies, however, proceeded to enlarge
their activities, and as joint owners of the Arabian-American 0il Company acquired
a virtual monopoly of the concessions of Saudi Arabia and of Bahrein Island on the
Persian Gulf. Shortly before the outbreak of World War II they were joined in the
area by the Gulf 01l Corporation, which gained a 50 per cent interest (together
with Anglo-Iranian) in a rich concession covering the State of Kuwait, But until
the present year such a company as Standard0il of NewJarsey, greatest of the American
giants, was quite without a financial interest in the East, Now, however,
that company has purchased a 30 per cent interest and Socony-Vacuum a 10 per cent
interest in the Arabian-American 0il C , which incidentally has also reached
an agreement with the Anglo-Iranian 041 (mostly British-owned) to purchase
and market a substantial part of the hﬂum"l production.

Thus, six of the largest American oil corperations m;mwmmm
in the and tation Illt- and
otz iaret o the et L ok i o -ﬁ' thomeniindo &t ©
htmotruuuvwghm - mmm
price, so also do the American cwners
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concessions. The eagerness with which the Arabian-American 04l C under its
newly expanded owmership is promoting the laying of a large 1,000« pipeline
across the Arabian peninsula from the Persimn Oulf to the Mediterransan is only one
indication of the great expectations with which the American oil industry wviews the
Middle East,

The restraints upon acceleration of production since the war have been exclu-
sively concerned with such matters as the scarcity of facilities to pump, store,
refine, and especially te¢ transport the petroleum, whether in crude or refined form.
The most critical single shortage at the moment is in pipe, and remedy of that sit-
uation is retarded by scarcity of steel. The world tanker situation is also ex-
tramely tight, but the projected trans-Arabian pipeline will rud:w.:a the tanker
haul of Persian Gulf oil to northern European ports by almost L,000 miles. The
world-wide capacity of refineries must also be expanded before any great increase
in Middle East production can be absorbed; those in the United States are already
operating almost to full capacity and those of Burope have been badly damaged by
the war, When these shortages are redressed, Middle East oil production will be
limited only by the available market or by possible threats of grave political dis-
turbance such as might discourage the influx into the area of further venture
capital., What is least at issue is the physical problom—or the costs— of discov-
ering and recovering the oil in the ground.

Conclusions

The Economic-Strategic Dilemma, The economic interest of America, from the point
of view of industry as a mdo.tauuwuﬂuupodmm,uuwi-
marily in an abundant supply of liquid fuels at as low a price as sible.
interest would dictate a policy of entirely free competition in mdmtim not
only domestically but also internationally--in other words a low tariff against
crude petroleum (certainly not higher than the 10,5 cents per barrel currently
effective as a result of our Trade Agreements program), and preferably no tariff at
all, Our economic interest would dictate alse a policy of encouraging American
nationals to develop further the immense petrolewm resources of the Middle East,
The latter policy would . have the two-fold advantage of, first, guaranteeing the
application of American experience and enterprise to the m of the great
fields in that area, and secondly, maximizing American representation in an activity
which greatly affects American economic interests. It would alao be entirely con-
sonant with the avowed American policy of seeking to reduce restrictive practices in
international trade.

With this combination of policies we could expect Middle Bast production grad-
ually to become an incroasingly important factor in the supply of world markets,
including our own, Domestic preduction would retain the competitive tlplmt-
only of proximity to the world's most concentrated market and bost of supply
for producing equipment and personnel, mmuwmrm.mu
militarily secure political system that guarantecs hﬂhﬂm
vestments, nfummm m.agn‘un _

g A et
ummmumwunu mhﬂh —we
a slow tapering um-nm&qlomml '

gn oil,

the American market was supplied predominantly
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Undor sush eircumstances the better American fields would certainly continue
to operale profitably, though on a gredually diminishing scale, The American
rofining industry, too, would contimue to flourish and possibly even to expand,
though it would tend to grow more dependent on foreign rather than domestic crude
0il production., But wildcatting would naturally tend to diminish in the relatively
unpromising arcas at home and would be encouraged instead to migrate abroad. In-
dustry genorally would be more benefited by the fact that American consumors wers
able to satisfy their fucl needs at low cost than it would be damaged by the
docline of domestic production, And the various states and the federal government
would continue to derive a very large amount of revemua from taxes on the sale of
gazoline.

And to what extent would our strategle interests be served thereby? Obviously
the strain on cur total Ameriean petroleum sources would be relieved. Petroleum
would remain in the ground--and thus, presumably, avallabtle for oliling another war—
which would otherwise be withdrawn and consumed for ordinary peacetime pursuits,
including a vast amount of pleasure driving. Enough oil would certainly be saved
to postpone indefinitely the need of recourse to synthetic productien for war emer-
gencies,

Put there is one disturbing element which upsets our calrulations., 011 in the
ground iz not necessarily oil aveilsble for war., The oll must first be discovered,
and the plant necessary for its withdrawal must be developed. This process nor-
mally proceeds concurrently with the exploitation of proved reserves. In other
words, what is important for a war emergency is not our total oil resowrces but ocur
proved recerves, and not only our proved reserves but also the productive plant for
their exploitation. Now, the building up of large proved reserves takes many
years of time, During the recent emergency it was our great good fortune that the
immediate pre-war years saw & rate of new discoveries which considerably outran
ecurrent production, but the development of 20 billion barrels of proved reserves
could not have taken place overnight. It could sertainly not have Laken place with
anything like the rapidity with which we built up a huge airplane production plant
or an equally vast shipbuilding output.

From the strategie point of wiew, the drawback of the program ocutlined above
as most advantageous economically is that, unless qualified by speclal measures, it
would put our demestic oll production on & liquidating basis as concerned proved
rescrves, For, as already podnted out, the activity which would be chiefly dis-
couraged by a vast inflow of cheap petrolesum from abroad would be not the production
of those of ouwr richer ficlds which are already proved and developed but our
domestic oxploration. Production would diminish only gradually, but the rate of
discovory of now fields might decline quito drastically, The net result would be
rapid diminution in owr fund of proved rescrves, Under thoss conditions, 2 new war
emargency would find us totally unable to £111 our oil needs from American resources.

The sclution meat eemgenial to the indopendent oil producer, and the
only practicable one, is that we must at all costs keep a crude oil in-
dustry géing in this country on & high level of operations. Under the conditicns
which will obtain in the future, that almost certainly means, not too distantly, a
high tariff or quota system of protection on crude petroleum, Foreclng American
demand to rely prodeminantly upon American production will stimulato the most
thorough kind of domestic exploration; and when in the end exploration becomos too
costly in view of diminishing promise of new discoveries, it will stimulate the
creation of a large synthetic plant which, with supplementary crude oil productionm,
will be adequate to £ill owr needs. It might be observed, incidentally, that the
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dnulnpumtarlmthltiuim once the esses have been perfected and the
pilot plants established, gt w rapidly--more rapidly than
we can tuild up proved r m crude petroleum,

If that is the only amswer, then the additional cost to the American consumer
is not too great to be bornme, mndtt:mtmtuntmm'ﬂlﬂﬂ-
nntalarbahdnhrdmdhr the minimm cost of large-scale synthetic production
from coal, If that means mthwﬂmmitwmmmhﬂﬂn
cents more per gallon, then he must accept that additional coet in the same way and
for the same purpose that he accepts the financial burden of his army, navy, and
air force.

Unfortunately, however, the of this plummtmﬂm
First, to promote domestic exploration by increasing, or at least maintaining, the
rate of consumption of the domestic product is Hhtrriu to lengthm a rod by
adding to one end while rapidly whittling away the other, Secondly, such a system
would make the large-scale availability of secondary sources contingent upon rela-
tive exhaustion of primary sowrces, Thus, when synthetic production does become
our chief domestic source of liquid fuel, there will be no great fund of crude
petrolemm left to fall back upon, And since synthetic production is more costly
than production from petroleum mostly because it requires a good deal more manpower,
it is hardly the best kind of source to Have to rely upon in wartime, It is proba-
ble teco that the most economic forms of symthetic production would mean a much
greater spatial concentration of facilities, and thus higher vulnerability to alr
attack, than is involved in the production and refining of crude petroleum.

8 ons for Domestic Po + We are, therefore, on the horns of strateglc

» and the solution dilemma depends on & judicious choice among
various alternatives, a choice in which economic as well as strategic goals are as
far as possible reconciled but where the latter are never unduly subordinated to
the former. And the thoroughgoing smalysis upon which such a cholce must be based
has scarvely even begun.

We do not, for example, lmow what can be accomplished by a system of subsi-
dies. In theory, at least, the best and most rapid way of expanding our domestic
proved reserves 1s to relieve the strain upon our domestic resources by permitting
foreign oil to compete freely with domestic oil on the American as well as world
markets andat the same time to promote new domestic exploration, when necessary, by
some system of govemment bounties. Only in that mthmﬂ;hﬂtﬂh
:maht.’;:z be broken between cheap oil imports and domestic explora-

ory activity.

Our Congress, to be sure, is allergic to the idea of & y alwmays prefer-
mmumummmmmmrm-dmm ]

ive tariff. In this attitude it is bound to be ardently supported by most of the
American oil industry, And it must be conceded that the history of direct sub-
-Muumun-dmmm'umm can
Wﬁdm ; .

m
on the whole effective in achieving their without encouwraging rank dishon-
esty on the part of the recipients of the « In amy case, while subsidies
may be wastefully ‘and are often devoted to ends of ‘value,
most protective tariffs are wasteful even as a means of securing the
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(usually wasteful) purpose for which they are devised, And in the case of
wa have seen that there are speclial objections hthdrm—th-u-ld.nd
jections which apply to the use of tariffs to further exploitation and hence
appearance of any limited and irreplaceabls natural resources,

It may be true, as some oil men have insisted, that it is impossible
gat.iul; feasible system of subsidies for lmmm genuine
plnratinn But whether or not that proposition is true -‘i be tested
and experiment rather than prejudice, those responsible always bearing
avils of the tariff alternative. The guestion is not a problem for this
next, There are no present signs of diminishing exploratery activity in
States and certainly not in the rest of the Western Hemisphere. It may
years or more, depending on many factors affecting supply and demsnd,
issues become critical. But if we are to have the answers when the critical time
arises, there is no time like the present for beginning our study.

The same principle applies, though with less wrgency, to the problem of pro-
moting the development of a synthetic oil industry in the country. While the
Bureau of Mines, in collaboration with the armed services, has already devoted some
£30,000,000 to research in this field, the burden of the work has thus far been
carried by private industry. But private industry cannot reasonably be expected,
without direct encouragement, to keep the nation's strategic interests paramount
among its motives. And the expectation of economlec benefite deriwing from research
in synthetics is contingent upon expectation that none of the policies advocated in
the paragraphs immediately above will be carried out. If the govermnment should
resist pressures toc raise the tariff on petroleum or petroleum products, or if it
should begin considering ways of assisting domestic oil exploration, the interest
of private industry in synthetic production of liquid fuels would certainly fail to
develop and might even evaporate, Considered economically on a competitive basis,
the feasibility of large-scale synthetic production depends on prices for crude
petroleum reaching much higher levels than those prevailing today. From the
strategic point of wview, it might be desirable to lay at least the foundations for
a synthetic industry as an emergency standby considerably before such levels were
reached, and preferably to do so while tasking measures to prevent their ever being
reached.

Substantially in the same category as synthetic production are the petroleum
resources of the American continental shelf., Large oll companies may feel they can
afford the lwouwry of preliminary exploration, such as they have been carrying out
thus far. And on the basis of the successful over-water operations at Lake Mara-
caibo and to a lesser extent off Louisiana and California, there is even some indi-
cation of economic profit from pushing out onto the shelf to a limited extent. But
so0 long as private industry is persuaded that deep-water operations must remain -
uneconomic compared with alternative (synthetic) methods of deriving ligquid fuels,
they can hardly feel justified in expending large sums to devise the necessary
techniques, mthutwutmmmmmm
production, most of the shelf could well be written off as a meaningful source
petroleum even for an emergency, But until such study is made, and until the uw-
try is aseured of a standby synthetic plant, the govermment cannot evade evade its

2l1. mu_mmmmﬂmmmmm th:,m
mmrmwwm w
during the war--and would presumably ﬂp‘“ “.ﬂr
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responsibility for sceing to it that the relevant research receives sufficient
encouragement. If private industry prefers to carry it out on its own initiative,
so much the better. Otherwise a definite govermment obligation is indicated.

The suggestions made above will no doubt prove offemsive to those who believe
ardently in keeping the government out of business, especially their business.
can feel a good deal of sympathy--as does in fact the present writer--for the
siderations and motives which underlie that conviction, without agreeing with
conviction itself so far as it concerns petroleum. The American oil industry pro-
vides cne of the best historic examples of the consplcuous initiative, wigor, and
resourcefulness te be realiszed only in a free enterprise system., Its growth and
its accomplishments are alike phenomsnal, inspiring not merely respect but awe.
Nevertheless, the fact is incontrovertible that the nation, through its govermnment,
has a very special stake in its supply of liquid fuels; and while there is much in
common between the nation's stake and that of the oil industry itself, there are
important areas of divergence. An oil corporation, like any other corporation,
would after all be derelict in its duties both to its stockholders and to its con-
sumers if it consistently placed strategic considerations above considerations of
profit. It would probably even cease to reflect the unique merits of private
aenterprise if it did so., One does not have to impugn the patriotic or othar motives
of the leaders of the industry to assert that the issues with which they are deal-
ing are too important to be left to them alone.

Fﬁﬁ.

New Approaches to Conservation. One of the mest frequently used words used in con-
naction with oil exploitation is "conservation," the meaning of which has been
permitted to remain highly ambiguous. To the oll industry the phrase "sound con-
servation" 1s more or less synonymous with "efficient production,” and effic
of production in any industry tends to be measured predominantly if not solely in
terms of net monetary retwrns. A company producing crude is always in-
terested in the most efficient production consistent with (a) maximizing the total
long-term profit to be derived from the properties representing its current and
potential reserves, and (b) meeting competition.

Both thesa considerations will obviously result in the withdrawal from the
ground of less than the total which it is technically possible to withdraw. Methods
of withdrawal will be adoptod which will keep the cost per barrel of oil cbtained
as low as possible. The sliding scale of unit cost may operate in such manner that
there is a greater net profit to be derived from a given oil field in attempting to
withdraw only LO per cent of the total amount present in the ground than to attempt ®
withdraw, let us say, 60 per cent, Competition, both domestic and foreign, will of
cm]gaupﬁ';duiungmmmﬂnrmtcutﬂhhmhluwrﬂnrﬂ.m
wall or 4

The terrible wastage in the old days which commonly resulted from the unre-
stricted sway of ;
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ration operating under the Compact has been held up as a model of "regulation
without r tion," and indeed the
it to respect. It makes no difference today that in entering it the companies
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involved were less interested in conservation than in avoiding further

ments as a conservation measure, and perhaps the chief objection one can legiti-
mately raise against it is that it does not go far enough. It relies fundamentally
on the conservation laws of the indi ing
with each other in terms of taxes and royalties——and some states have been con-
epicuously backward in and

firet basic question is whether state regulation is not fundamentally anachronistic
in respect to exploitation of the nation's oil reserves, Certainly eonstitu-
tional considerations which may have accounted for it originally have been substan-
tially eroded by Supreme Court decisions, especially in respect to a commodity
which enters so markedly into interstate commerce as oil. Equally basic is th-
question whether the criteria determining "sound conservation" should not be

examined, Are we getting the most possible oll as well as the most out of our 111

Conservation in Consumption. In general usage the implications of the term "con-
servation" as applied to petroleum are concerned exclusively with production,
Perhaps it is time to concern ourselves with the problem of conservation on the
consumption side, The United States has long been us :u:; about thirty times as much
petroleum and petroleum derivatives per capita as the rest of the world, and about
six times as much as the United Kingdom, which ludl Eurcpe in per capita consump-
tion. Since World War II, the disproportion in po:r capita rate of consumption has
undoubtedly been widened. Even the usually sober London Fconomist has questioned
the "OGod-given right" of the American pecple to go on consuming some two-thirds of
the world's total supply of petroleum.

Executives of oil companies, when pressed on the gquestion of saf g our
resources, have been known to exclaim that the Amerdecan consumer was m too
wasteful with gasoline and that his consumption should be curtailed.
they are not serious about it, or the advertising of their companies would take a
sharply different tack. Certainly there are many industries which are interested
directly or indirectly in maximiszing demand for liquid fuels and which attempt to
dnanbrwwfumurmwprupqm Is or is not such stimulali on con-
trary to the national interest? :

The question is not easy to answer. The Calvinistic approach will not neces-
sarily mean greater availability of liquid fuel in a erisis., A :
geared to a large civilian demand is an industry with large capacity—precisely
what is necessary in m emergency, So long as we have practically unlimited non-
petroleun resources of liquid fuel to fall back upon when and if the time comes—-
not to mention the extraordinary petroleum resources of the Middle Bast—there
-monthu-urruituhutthm,mﬂwuﬁm.,wm-pttuiﬁﬁibﬂ
American consumption,

However, there are special possibilities &f'w
First, an expansion of ecivilian demand which was s

from overseas would be a cause of embarrassment in the event
during wartime of those imports, While civilian dem general
mammmm%ﬂuw“, . 'd"mm et
always relative, gener peacetime demand, ger irre-
31:: :huﬂ of amn:;%ﬁh-ma ‘The second point follows i?l
elasticity. Demand for ! --ﬂo:u”r“mn -mmm, not o much
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kinds of public interest where such coincidence occurs, but that coincidence
be the result of accident rather than design and should be presented as such.
Otherwise the claims of the opposition will be much more difficult to answer.

The case for a strong American position in support of American nationals in-
terested in developing and exploiting the oil resources of the Middle East has been
admirably and eloquently ngﬂtad, on predominantly economic grounds, by at least one
State Department official. His statement understandably plays down American
strategic interest in the same pursuit, but we know from other observers of the
policy-making machinery that strategic conceptions of a Z?orn or less random char-
acter have greatly influenced the policies in question, To repeat, there is no
reason why economic considerations should be unaccompanied by strategic considera-
tions and vice versa, so long as there is a minimum of confusion between them. And
to repeat further, the real strategic importance of Middle Eastern oil depends on
how its exploitation affects the availability of domestic (i.e., Western Hemisphere)
resources and facilities for the large-scale production of liquid fuels., In other
words, strategic policy concerning Middle East oil is %ﬂu!a MCE in terms
of the comprehensive domestic oil policy e gn 0_supp A

There is one exception to the last stated proposition which may become an
important and possibly a governing one. At the beginning of this paper the atomic
bomb was in large measure dismissed from consideration on the grounds that govern-
ments could not yet feel they knew encugh about its ultimate consequences upon
strategy nor when those "ultimate" consequences might come into being. However, if
in the course of further study it begins to appear that the only kind of large-
scale conflict worth considering by strategic planners is one of intensive but
brief hostilities, it would follow that the only militarily useful gasoline was
that which was stock-piled beforehand in finished form. The many objections thus
far raised against the feasibility of stock-piling petroleum or its products would
not apply to such a situation. In that event, it would make relatively little
difference where the stock-piled gasoline had originally come from. We could then,
so long as the stock-pile was provided, pursue a foreign oil policy which was
largely divorced from strategic considerations, The atomic bomb threatens indeed
to put a quietus on all our problems, but any slight gain on the credit side
deriving from its existence is surely not to be scorned.

The problem of developing and implementing a coherent and comprehensive
national oil policy remains before us. It must be an eclectic policy, and this
paper has attempted only to present some of the considerations by which its forma-
tion must be guided. Although these considerations apply also to certain questions
which must be answered immediately, such as the proper position for the United
States to take in the pending renewal of negotiations with the United Kingdom and
with the other United Nations concerning a World Petroleum Charter, they are more
relevant to a long-term policy, which in turn must be based on a program of further
intensive research, The policy which eventuates must, if it is to be practiecal,
take due account of what is or i1s not politically feasible., As in all policies
worthy the name, there must be a certain compromise between the theoretical ideal

2i, John A. Loftus, "0il in United States Foreign hﬂ Department of State
276-81.

Bulletin, Vol, XV, No. 371, August 11, 1946, pp.
25. See Herbert Feis, Seen From E.A., New York, Knopf, 1947, pp. 93-190.
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If the Soviet Union came to dominate the 0ld World, it would
to dominate the New. The greater material and human resources
make likely ultimate victory over the United States by any power which first won
hegemony over the whole of the 0ld World.

It follows that the United States camnot afford to abandon Western Europe,
the Middle East, and Eastern Asia to a Soviet Ubdom which it could not then
defeat in war, On the other hand, to the extent that these areas can be built up
into great buffer sones, they will fulfill the defensive requirements of an
security policy.

These simple propositions provide a test for the solvency of present United
States foreign policy and a guide to the future shaping of that policy. It
test which will be applied throughout this memorandum.

is a

If the logic of this test of solvency is generally understood by t who
think about world affairs, the present makers of American fore policy can con-
tinue to count upon nonpartisan public support. This memor seeks therefore
to state the rationale for American security policy in terms which will be under-
stood and accepted by all who agree that security and not 1ld domination is the

proper goal of that poliey.

i

g

I. The In-hhm'wld_
Its Buffer Function

The American interest is not to deminate non-Soviet Europe and the other
;gaurhh;hwui;lm. nuuq:up_ﬂuﬂnummtm h-_hhulnuu
themselves, inherent strength of many of them, especially of those
in Western Europe, is such that if they achieve economic recovery and political
.mmmnqunmm-nmmmhdrm. Nor will they
be so likely to furnish the ba .
Once strong, they would reduce grea r
American interests clash, They would perform a buffer
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less tempting as objecte of cheap and profitable aggression makes less likely a
Soviet-American war,

To roceive help from this o sy & state should not be required to declare
coce:. The mited Hishes. ae MITIA 0. Shor Com To moovi e romeas oty
Bnce. ta rom
independent sovereignties in the in-between world, These states have a common
interest in avoiding being the battleground in a new global conflict. If they
are parmitted to develop their inherent strength, they will pursue policies whose
effect 1s to strenghten American defenses unli as those of every other nation
with a similarly defensive policy.

Its Strategic Function

There is an argument against substantial economic or military help to those
governments in the Eurasian Rimland and North Africa which are still genuinely
independent, It is that these govermments would be waluable allies in a
war only if the Rimland could be counted upon to provide bridgeheads from which
American offensives against an 0ld World enemy might be mounted,

In the present fluid state of milltary technology, it is by no means certain
that there are in the Eurasian Rimland such defensible bridgeheads, Ultimate .
American victory would then depend on the United States maintalning and develop-
ing its present lead in the field of long-range weapon carriers. It could then
win only by striking at the center of enemy power from New World bases, Warfare
would be intercontinental in character, Thoss who foresee this eventuality urge
that America's military rescurces not be dissipated in supporting in peacetime
states which are bound to fall to the esnemy in the initial stages of a new war,

Military analysts cannot, however, yet be sure that the periphery of the
Eurasian land-mass either can or cannot be defended. The military implications
of the invention of atomic weapons and other new weapons now being developed are
not yet fully understood., The darkness that shrouds the strateglc interests of
the United States,say a decade from now, counsels "keeping the future open.” Even
in the narrowly strategic terms of its possible bridgehead function, the in-
:mrumld is an area from which it would be folly for the United States to

aw ,

Its Potential

Other military considerations point in the same direction., Areas of great
inherent military potential must, if possible, be denied a great com=
petitor., Whether or not they would be overrun in war, no power of firat rank
must be permitted to develop them in peace as part of its war machine. Nor should
it be given the opportunity in time of peace to stamp out the political leader-
ship which would provide fierce underground resistance to an invasion from what-
ever direction it came.

i H.rummu.mm&maum&mm_mwuwmm
om overrunning whole of Burasia, still independent goverrments will be
tempted to throw in their lot in advance with the Soviet leaders; for they will
E-mnmmhhthirhmm. m-m-;mmﬂrm.:
coordina Europe serving as an industrial supply or a militant Soviet
Union, would then be realised,
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Military considerations thus reinforce the political considerations which
favor American support in the in-between world of a
genuinely independent states, Not even the United S
can be indifferent to the fate of less powerful states who would be its shield in
time of peace and its allles in the event of total war. But how much aid and
what kind shall be extended to the peoples of Europe and Asia? And to whom and
under what conditions shall the aid be extended?

Add to Western Democracies

Western Europe (including Britain)} alone of all the areas in the in-between
world has the industrial base to support large modern military establishments.
From it more than from any other area must the United States receive help in
checking the threat of Seviet expansion. It more than any other area has consti-
tutional traditions which favor the maintenance of free institutions.

The American interest in keeping Western Burope democratic is even greater
than the interest in rebuilding its military potential, A powerful but anti-
democratic Western Eurcpe would be as much of a threat to American security and
Admerican liberties as a powerful and free Western Europe would be a bulwark. Its
revival must be the first object of an American foreign aid policy which goes
beyond merely alleviating human suffering.

Among the Western democracies, it is Oreat Britain whose recovery is most
important, Her economic stremgth and political influence have declined even more
than scemed probable at the end of the « At the same time, new developments
in military technology render the home islands less defensible than ever before.
But deteriorated as the British position undoubtedly is, Britain is still the
strongest of all the United States' prospective allies. To abanden Britain is to
abandon all of Burope and the Middle Bast. It is to make a final determination
to go it alone. The United States would in a real semnse be isclated., It would
not have returned to the isolationism of irresponsibility and of pretending that
the rest of the world did not exist, Its position would be the isolatedness of
having to rely on one's own armed strength, not mecessarily from confidence as to
its adequacy but from lack of confidence in the availability and military import-
ance of other sources of strength.

The United States should not ita resources on a bad bet, If strat-

egic planning and officisl for were based on a calculation of a Britain-
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A negstive judgment as to Britain's ﬁtﬂlﬂhﬁhtﬂﬁiﬁﬁnm

not, however, greatly weaken the case for large-scale coonomic aid to Britain now,
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The British experiment in socialism has so far been carried on without impairing
the functioning of her democratic institutions. So long as this is true, capital-
ist United States has a great stake in making British socialism work.

Few Europeans today believe that a free enterprise system is for them a
practical alternative. If Burope is told, as it is likely to be told by the Amer-
ican missionary, that democracy and private necessarily go hand in
m,uqmmum.whalm;; it cannot afford. A revived
and self-confident sccialist Britain would |lmﬂhhtt¢ﬂﬂlﬂm
Buropean continent for the spread of democratic values than capitalist .

the cause of democracy the minds snd hearts of non-Soviet Europe, the economic
power of the former must be used to strengthen the ideological appeal of the
latter.,

Subservience to the United States in the field of foreign policy should not
be for Britain a condition of American economic aid, Britain as a free agent
be a more effective protecter of American interests than a Britain which by public
reputation is only a tail on the American kite. Because of her great vulnerabil-
ity, she must be continually attentive to the necessity of maintaining the
Eurcpean order. Her resultant greater understanding of Burope's needs permits
her to react very quickly to changing conditions in Eurcpe.

Much of what has been said about Britain applies to the states of Western
Eurcpe with parlismentary democratic traditions of government. Ewery accretion
in the strength of any of them, so long as they remain democracies, improves the
United States security position.

There is, however, one striking difference between Great Britain and the con-
tinental democracies which must necessarily be reflected in the American foreign
aid program. Britain's major parties are united in their wish to proserve her
democratic systems. They are also united in their determination to check Sovist
expansion, American ald strengthens Britain as a whole, and is welcomed both by
the Labour government and its Conservative opposition. It does not greatly
strengthen either major party at the expense of the other.

On the Continent the major political parties are not, even in the democratic
countries of Western Europe, equally devoted to maintaining free govermment. Wor
are they equally determined to contain the forces of Soviet exp. sion. Each of
them has large, tightly organized and powerful Communist parties, and most of
them have also important anti-democratic parties on the Right. American aid is
not equally welcomed by all parties, and its effect on the balanee of political
forces within sach country is wery great,

§
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Resistance to ion by Infiltration

What was said about the internal political consequences of American policy to
the countries of Western Burope applies with even greater force to most of the
rest of the in-betwsen world, From the point of view of internal constitutional and
political arrangements almost all of the countries are in a state of extreme flux,
A larger area of the world is now controlled by very unstable governments than at
any other period in modern history, The former colonial world is everywhers
loosening the ties which bind it to the metropolitan powers of Eurore. In many
of tho formally independent states of Europe and Asia, the old governing arrange-
ments have troken down without being replaced by new oaes which give promise of
stability. In this situation, every action of the American goverument affects
the emerging constitutional and political pattern, Furthermore, American member-
ship and leadership in the United Nations compels the Inited States to take scme
kind of positive action in nearly every unsettled area the worla over.

According to the traditional principle of non-intervention, no s tate has the
right to meddle in the internal affairs of another. This principle, however,
offers no criterion for choice of policies in those cases in which alternative
American policies have sharply different and unequally desirable consequences for
the internal political life of a country. The preservation of American security
and the promotion of democratic values require that these consequences be fore-
seen so that correct choices can be made.

It is because Americans believe that Commmists play "for keeps" that there
is strong pressure for American intervention to prevent Commmist seisure of the
of any more countries, Once firmly established in power, Communists
seem unlikely to relinquish that power as the result of the orderly operation of
free political institutions, American action, the effect of which is to fawvor
the emergence of non-Communist governments, does not guarantee the establishment
of free goverrments but, in most cases at lsast, it offers such a prospect at
some future date.

Bacause Communist-dominated regimes are, at least for the present, Soviet-
dominated governments, it is as necessary to oppose the emergence of Communist-
dominated governments as it is to prevent the spread of the area under Red Army
occupation, The "invisible' aggression which culminates in a Soviet-engineered
coup and the creation of a new puppet government subservient to Moscow is as much
of a threat to American security as the visible aggression which ocours when an
army of conquest crosses the borders of its intended victim,

Opposition to this invisible aggression is difficult because Soviet leaders
know how to establish political control in a given area with a minimum of change
in constitutional arrangements. A direct American intereet in taking great risks
to promote the spread of demooratic institutions may be hard to establish, but
8ince success in such an effort would check this invisible aggression, there
might be a greater risk in being indifferent to the premotion of democratic values

abroad, The issue of whether it is Soviet power, Communist ideology or totali-
mmmmumwum. '
Aid to China

China presents what is perhaps the most difficult case of all. The Nation-
alist government of Kai-shek and the Communist regime established over much

of North China are in

:

‘promises to be an interminable civil war. The
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United States is uwilling to see the Communists triumph and the Soviet Union is
unwilling to see them lose out completely.

Because China's Ruhr (Manchuria) is adjacent to Soviet territory, the United
States is in an even less advantageous position to reach an accommodation with
tha Soviet Union over China than it is over Germany. But to give unconditional
support to the Natiomalist government may be to establish even more firmly in
power the most unprogressive elements in the government., These are the elements
whose presence in the govermment makes it impossible for a coalition regime to
bring hostilities to a close.

Perhaps the least unsatisfactory of available alternative policles would be
to give the Nationalists the minimum support necessary for the government to
maintain itself in approximately the area now under its comtrol. Beyond that,
additional American aid might be conditioned on the carrying out of internal
social amd political reforms., This limited aid policy would at least keep the
future open until a more constructive policy appears feasible.

II. The Instruments of Policy

Mili Str

The traditional instrumert of diplomacy is representation backed by a will-
ingness to use armed force. It is not by itself effective in countering thia
Ngypansion by infiltration." MNor is it by itself of great value in nursing back
to political and economic health the democracies of Western Burcpe. It must be
supplemented by material and financial aid, by & vigorous public information
policy to make American aims clear to the world, and by an imaginative use of the
machinery of the United Natioms,

But the traditional instrument is still indispensable. No amount of foreign
economic aid and no protestations of the purity of American foreign policy aims
can be a substitute for willingness to use armed force supported by capacity to
use armed force. To manage tense Soviet-American relations over a protracted
period without permitting them to degenerate into war will require large outlays
of capital for national defense,

Congress will speedily agree to generous appropriations for defense in a war
crisis, but maintaining American security within the framework of peace requires
that these outlays be made in time to prevent the war crisis from ogcurring.
Furthermore, they have to be made at the same time that huge appropriations for
foreign economic aid are required., Even some of the bitter Russophobes have not
yet accustomed themselves to the idea of an enormously expensive military estab-
lishment in peacetime, Since the Red-haters and the Red-baiters are frequently :
recruited from elements of society with a pro-econcay bias; they may for tax
reasons show an attitude of toward the armed servicee which con-
trasts strikingly with the be of their public utterances.

So far as military outlays are concerned, the econcmy-mindedness of the
Right is likely to be reinforced by the pacifism of the Left. The Leftist-
pacifist group professes to
States will allay Soviet suspicions and fears of encirclement, permit tensions to
relax and bring about a new era of collaboration. J i
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the United Nations can be
Soviet expansion in areas which are beyond the
What the doctrine dbes is

In the ideological y» the Western powers would seem to have the upper
hand in building support on the symbols of national self-determination,
Nationalism, in Europe at least, worlks for us and it is too easy to read it out
as a powerful political force., Naticnalism helped save England (snd us) from
Napoleon, from the Kaiser, and from Hitler. It may help save us from S .

The United Nations

In so far as the United Nations organization operates to restrain the forces
of aggression its action can only reinforce national action taken to reach the
legitimate goal of American security policy. This goal was previously described
as "a world order in which it would not be possible for either the Soviet Union
or the United States to commit successful aggression." By working to make the
United Nations strong, the United States objective would only be to deny to other
countries what it is ready to deny to itself., It is therefore not out of cyn-
icism that the United Nations is here considered as an instrument for forwarding
the aims of American foreign policy.

The United Nations supplements but does not replace the traditional machin-
ery of diplomacy and other existing institutions for the adjustment of interstate
differences and for the maintenance of peace and security. It is valuable in
providing a continuing channel for public communication between states, It is
valuable in providing a forum for mobilizing world opinion so that governments
will do only those thinge which they are willing to do publicly.

S0 long as the Soviet Union is anxious to remain a member of the United
Nations, the United States can thus, through it, exercise a limited restraint on
Soviet behavior even toward that state's immediate neighbors. The Iranian case
demonstrates the point.

Through full use of the organs of the United Nations, the United States can
win valuable mapport for its policy of checking Soviet expansion. The middle
powers, for example, will more quickly support a call for collective action than
an announcement of unilateral American action., By and large, the same policies
which are pleasing to the middle powers (and the powers of the in-between world
generally) are alsc pleasing to elements of American opinion which are quick to
call imperialistic any vigorous unilateral United States action. If care is
taken to phrase American security policy in collective terms, its essentially
defensive character will be manifest and the policy will win suppert from those
sensitive to charges of "power politics."

Thie last point may be restated in somerhat different language: In the

maintenance of security the United Nations can play an impor role for all
states but especially for the United States. In other ¢ in which the
symbols of "alliance® and "foreign ents " have less tive connotations,
a national security policy more easily wins if stated in narrowly

national rather than collective security terms; but 1 wmmth
United Nations to keep itself united behind a rational se ) .

T I m—
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The United Nations can thus be used in enormously constructive ways, But
there are ways in which it should not be used. It should not, for example, be
used prematurely as a forum for dehouncing another state's position simply to
consolidate opinion at home. To use it this way is to make conciliatory diple-
macy or any kind of further bargaining less easy.

The powerful arguments against "secret agreements secretly arrived at" do
not apply to secret disagreements discovered as a result of informal conversa-
tions and kept out of the arena of public controversy so long as there is hope of
narrowing the area of disagreement by informal exchange of views, Not only does
premature airing of controversy exacerbate relations, but it drives governments
to adopt publicly fixed positions from which, for reasons of prentige, they find
it difficult to retreat in the interests of compromise and settlement.

Nor should the United Nations be used simply to force those countries not
directly participating in a controversy to stand up and be counted, They will
resent being forced to do this, and their future possible mediating function in
a two-power world will be reduced., It will almost always be possible for the
United States to rally to its side on a really critical issue enough votes to
outvote the Soviet Union in the General Assembly of the United Nations. It should
not on that account seek to isclate the Soviet Union by repeated votes. Such
votes only demonstrate to that country how important it is that it retaln the
veto unimpaired. The United States should, on the other hand, be psychologically
prepared to support the Soviet Union where it thinks the Soviet Union has a good
case,

There is another reason why the United Nations should not be used as a scor-
ing device in a Soviet-American struggle. The powers of the in-between world
dislike having to choose between taking a public position offensive to the United
States and one offensive to the Soviet Union. On every issue there should be
advance informal consultation among the permanent members of the Security Council
in order to reduce the area of public disagreement and reduce the number of times
the smaller powers will have to make unpleasant choices,

Another misuse of the United Nations would be to attempt to use its General
Assembly as an international legislature. Only by recognising that the General
Assembly is not an international legislature but an instrument of public diplo-
macy can that body be kept from passing meaningless resolutions containing large
numbers of symbols of universal but imprecise reference.

Finally, useful as the United Nations is, it is not yet ready to be used as
an instrument of true collective security, and it cannot now be transformed into
such an instrument., Through it, overwhelming force cannot be mobilized to take
police action against an offending Soviet Union or an offending United States.
In a true system of collective security, the force available to suppress the
illegal use of force would be effective even against the greatest mambers of the
international community,

The Big Two possess a political veto over decisions to undertake enforce-
ment action through ths United Nations which would exist whether or not the legal
veto in the Charter is retained. Against either of these two, a United Nations
decision would be enforced only by plunging the world back into general war.
Tinkering with the veto language of tha Urited Netions Charter will only exacer=-
bate Soviet-imerican relations without, in any important way, increasing the
authority of the United Nations or protecting its members against the major possi-
ble disturbers of the peace,
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1, Sovist-Asericsn Diplomecy

We have examtned thé.ways in which the United Btates can use its
and ideological resources to reconstruct the in-betwesn world and ocurb Soviet
expansionist tendencies. We have yet to consider the conflicts which now becloud
Soviet-American relations,

é

The German Settlement

In many areas such as the Far East & de facto territorial settlement has been
reached which can only within narrow limitd be modified by negotistion and mutual
concession. The Soviet Union is in possession of Sakhalin and the Kuriles and is
firmly established in Manchuria and northern Korea, The United States has won
permanent military control over Japan's Pacific islands and is at present in con-
trol of southern Korea., She cccupies Japan proper but is committed to getting out.

In Eurcpe, Soviet dominance over the whole of Eastern Burope is established.
The Soviet Union will hardly be dislodged by diplomatic pressure alone, On the
other hand, the United States has maintained its wartime position in the Mediter-
ranpan and has shown its willingness to act to keep Italy and Greece from falling
into Commundist hands,

With the ratification of the Italian and satellite state peaco treaties,
diplomatic activity will focus on the German settlement. It is here that the
greatest opportunity exists for modifying the existing and mutually unsatisfactory
status quo by direct Soviet-American negotiations,

The timing and character of future American diplomatic efforts to ashieve a
German peace settlement depend on three kinds of calculationss as to (a) the
fundamental foreign policy motivations of the Soviet lsadership, (b) the direction
of future changes in the relative power positions of the two countries, and (c)
the possibility of mutual concessions,

Soviet Motivations

Soviet objectives are much in dispute, with presumably competent authorities
in sharp disagreement. According to one view, Sovist statesmen have never per-
manently abandoned their revelutionany blueprint of a communist world order, and
they may be expected to revert to that objective as conditions and circumstances
permit., According to another view, the paramount aim of Soviet foreign policy is
naticnal security and nothing more, and Soviet s tatesmen may be expected to en-
courage revelutionary movements abroad only in proportion as they feel themselves
to be the target of aggressive policies on the part of other states, the United
States in particular. Bven if the second hypothesis is the more nearly correct
(and 1t 15 by no means clearly established that such is the fact), the inter-
national consequances might be scarcely distinguishable from thoss that would flow
from the first hypothesis, especially if Soviet rulers are, or should become,
convinced that their country could never achieve security wis-a-vis powerful
cign statos organised wnder the principles of capitalism and democracy.

Still a third view is that it is not now possible to make a final judgment
of Soviet long=range plans for the simple reascn that thuse plans are subject to



change. On this hypothesis,
policy objectives, if indeed
Soviet foreign policy to develop & more ambitious progrem later. Thus, whatever
view one adopts United

States must be to stand firmly against Soviet expansionist pressures as
they reveal themselves in the negotiations over Germany. This rules out a policy
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United States troops, for 9
Soviet troops stay in either country.

Granted that the United States must in any case stand firm, can it simply
wait with folded arms until the Soviet 'be reasonable®? It can
afford to see the settlement of outstanding German questions postponed only if
time is on its side, if the direction of future changes in the relative power
positionas of the Soviet Union and the United States is favorable to the United
States.

c in Relative Power Position

A variety of considerations suggest that time may not be on our side what-
ever pericd is envisioned. In the short rangs, the political coup in Hungary
suggests that the Soviet Union has not yet fully capitalized on the present in-
stabllity of regimes in the in-between world. A policy of waiting passively
would make remaining non-Communist regimes so unsure of ultimate Americam inten-
tions that they would go far to avold alienating the Soviet Union, For fear of
doing this, thay would probably not deal effectively with dissident elements at
home and thus would prolong the period of instability which is giving Moscow con-
tinued opportunity for intrigue and expansion by instigated revolution.

In the longer range, we know that our present momopoly in the use of atemic
weapons 1s a wasting asset and that in the absence of a general settlement, in-
cluding the establishment of international control of atomic energy, the Soviet
Union will at some future date also have atomic weapons, Finally,
trends favor the Soviet Union so markedly that few can believe that it has yet
reached the zenith of its power., Together, these considerations would rule out a
folded~arms policy, except as a temporary course of action to be followed once it
had been decided to have a showdown with the Russians as soon as military prepara-
tions were completed and a convenient diplomatic crisis presented itself.

Basis for of sions

On the other hand, continued negotiation is justified only if there is &
reasonable expectation that the Soviet position will be modified as a result
such negotiation. Is there a basis for mutual concessions on which such an 2
pectation might be based? .

The Soviet mood today is not the one of flamboyance mid self-confident
which is frequently assumed. The conspicuous silence of the Soviet press on
questions relating to atomie weapons shows how sensitive the goverrment is to
information which calls attention to the technical of United
States, Hence, while it may be difficult for the t govemnment to retreat
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agree to a reunited Qermany under certain joint four-power comtrols. Here are
concessions which the Soviet Union could make. -

There are many reasons why, if it lies

ernment to choose, it should be willing to pay a price for a united Germany (and
a united Austria). Among these reasons are the following: (1) United and effect-
ively neutralised, Oermany would be a useful buffer between the sones of dominant
Soviet and American influence;y (2) the Germans would like it better so that the
problem of enforcement would be less serious; (3) economic unity would hasten the
economic rehabilitation of Qermany and Europe, which in turn would improve the
prospects for democracy and lessen the burden on the American taxpayer; and (L)
the Western powers will want to prevent the advance Soviet position in Thuringia,
8o close to the Rhine, from being consolidated.

Taken together, these considerations may be so compelling as to justify
further concessions in three fields in which the Soviet and American positions
differ. The first is reparations. A concession here would increase the burden
on the American taxpayer but would not weaken the American security position.
The second is the question of the degree of centralization to be permitted in
Germany when control passes back to Oerman hands. Molotov's proposal that the
Welmar pattern of distribution of power between the central government and the

be used as a basls of discussion seems fair.

The third is the matter of guarantees, The Byrnes Pact which embodied the
American position in essence proposed a Big Four commitment to enforce the dis-
armament features of the projected (erman peace settlement. The Soviet govern-
ment may legitimately inquire why the United States did not propose to commit
iteelf to enforce the whole treaty, including those parts dealing with the
constitution and reparations. It may conclude that the proposal is in fact an
invitation to undermine the settlement by suggesting to an evader that he
attempt to evade those portions of the settlement which are not guaranteed by the
Byrnes Pact. There is room for an American concession here,

The United States can of course make no concessions which would permit the
extension of Soviet hegemony to the Rhine whether it occurs by politieal coup or
progressive subversion. But the concessions suggested above do not involve this

danger.

A basis for mutusl concession may then exist. by actual negotiation
can the United States discover whether the price it have to pay for a Qer-
man peace settlement is a price it is willing to pay.

Unless the United States and the Soviet Union can agree as
Germany pacific and neutral, they would do better to keep her divided. They
L@nmxﬁmuagmmwumﬁtwmmmm

koep a Qermany from taking advantage continued Soviet-American dis-
agreement and selling herself to the highest bidder, :
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This means accepting deadlock and building up Western as the outpost
of Western strength., American willingness, if necessary, to accept this alterna-
tive should increase the chance that the Soviet Union will in its turn make
enough concessions to permit agreement on the bases for German unification,

Aturic Energy Control

The other critically important field in which the possibilities of direct
Soviet-American nogotiation have not yet been exhausted is the international
control of atomic energy. An uncontrolled atomic arms race, if it resulted in
two-way atomic warfare, would have consequences almost equally appalling for
victor and vanguished. The baeis for negotiation lies in the American
that its present monopoly will not last ferever and in the Soviet desire to bring
to an end quickly its present position in the field of atomic armaments.

Scope of Negotiations

The progress of negotiations in this field has been slowed down by Soviet
insistence that discussions be carriled forward simultanecusly with a view to reg-
ulating both atomic and the so-called Weconventional" armasments, It has further
been delayed by reiterated American insistence that the Soviet Union must agree
to surrander its veto in Security Council actions to enforce an atomic energy
control agreement,

For the large groups of Americans who think of disermament primarily as a
moral question, United States umwillingness to extend the arms regulation dis-
cussions to include cleose international control of non-atomic weapons has been a
disappeintment. They do not understand the political conseguences of disarming
before the structure of collective security has been completed, Nor do they
understand the political advantage which a country like the Soviet Unicn would
gain over the United States from all-round disarmament now,

Any restriction on the production or use of weapons based upon the most
advanced technology will be welcomed by governments of states of less advanced
technology. This is not a sufficient reason for abandoning efforts at atomic
energy control; but it suggests the difficulty of extending arms regulation to
cover the whole field of armaments without unduly strengthening the Soviet
position, 4

If a reasonable underlying strategic balance is to be maintained, those
countries for whom raw manpower is al present their chief military asset must
expect to make as effective a contribution to all-round demilitarisation as those
whose military advantage is derived from their higher level of technology. If
Soviel representaiives again, as they did in the 1946 General Assembly, seek to
embarrass the United States by calling for general disarmament, the United States
should counter with proposals for quantitative limitations on manpower. The
United States could thus regain the meral initiative. It may confidently be
predicted that the Soviet Union would be as embarrassed by such proposals as the q
United States has been by Soviet proposals, : i

To seek to alleviate Soviet-American tensions by worling for general disarm-
ement and international regulation of all arms is to put the cart before the
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horse. It would only weaken the capacity of the United States to curb Soviet
expansionist tendencies.

Zhe Veto and Enforcewent

The United States position on the veto has rested on the assumption that
enforcement of an atomic energy control agreement would be carried out by a vote
of the Security Council aftor a viclation had taken place. In fact, a state
determined to undertake effective retaliatory action against an established
viclator would not be deterred by the negative vote of the violator in a Security
Council decision ordering enforcement action. Ner should it have to wait for such
a vote once the violation has been reported and werified. ;

The veto, therefere, will provide no substantial pretection a power be-
lieved to have violated its atomic energy commitments, The United States would
gain little by winning Soviet assent to its surrender in atomic energy enforcement
decisions. The Soviet Union, on the other hand, gains little from maintaining the
veto unimpaired. If American concessions on this point would bring Soviet
adherence to an effective international control plan, the concession would be

well worth making.

g
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What is essential is that no concessions be made to the Soviet Union or any
other government which impair the efficiency of the control plan as an agency for
keeping the American (and every other) government accurately informed as to the
state of atamlc preparedness of all other governments., So long as the contrel
plan is than lived up to, the matter of enforcememt and the problem of the vete do
not arise. When violation is reported and verified, the veto would not prevent
proompt and vigorous counteraction. Exercise of the right of self-defense and
negotiation of pacts of collective self-defense under Article 51 provide legally
nmlalzlg avenues for achleving this without distmrbing the weto provisioms of
Artie Ts

The warning against unnecessarily outvoting the Soviet Unien in the Genaral
Assembly and in the Security Couneil applies with equal ferce to the formal votes
in the United Nations Atomic Energy Commission. Votes are meaningless in the
absence of Soviet-American agreement. We do not know whether or not the Russians
want apgreement and will pay a reasonable price for it but until we know that they
do not, we must make every effort to reach agreement, Informal high-level bilateral
negotiations may narrow the gap between the Soviet and American positions, It
will certainly not widen it.

Mearmhile, disagreements "in principle" should not be regarded as having
brought the effort at atomic energy control to a dead end. Nor should apparent
agreement "in principle" be interpreted as meaning that negotiations have passed
successfully through the critical stages. There is a great gap between "agreement
in " among accredited negotiators and final ratifications in accordance
with the constitutional processes of each signatory state by all indispensable .
participants. - :
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Present Inadequate Knowledge

We do mot really know enough yet to translate proposals into binding
ments, We do not even know that a control plan can be developed under which
Soviet system would be capable of being inspected., In any case, there will
to be a great deal more study and reconnoitering of each other's positions
defining of problems before the governments concerned can proceed to negotia
firm and detailed agreements,

iy cd

The present stage of international negotiations is essentially to discover
what an effective international control plan would look like if it were set up.
The discussion of whether such a plan would be acceptable to all the indispensable
participants may properly be postponed to another day. How long it may be post-
poned depends only partially upon calculations of the probable interval before
another nation will have learned how to manufacture atomic explosives. It depends
even more on the United States govermnment having first formulated a technically
complete control plan which it is prepared to accept and having carried forward
conversations with powers in the in-between werld to the point where their govern-
ments have agreed on a wholly voluntary basis to support the American plan as
reaconable.,

Protracted Tense Ralations

This analysis of the basis for making a fresh effort at settlement of out-
standing issues which divide the Soviet Union and the United States can give no
promise of the ultimate success of such an effort., It does indicate that there is
a chance for such a settlement.

Agreement on German unification or on any other issues growing out of the
Second World bar would not necessarily and probably will not in fact usher in a
period of relaxed and friendly Soviet-American relations. But tense relations
need not mean ultimate war.

A discouraging possibility is that tension in Soviet-American relations may
be as much a product of conditions internal to the Soviet Union as external.
Considerations of internal discipline may require that the world outside the
Soviet Union be presented as encircling and conspiring., If it be true that the
Soviet government cannot afford to have "good" relations with other powerful
governments, the United States may gratify that government's need for bad rela-
tions by careful and hard bargaining, It will be more difficult but still not
impossible to settle outstanding disputes even though the offiecial Soviet attitude
remains hostile.

Neither peace nor war with the Soviet Union is inevitable, A tendency to
regard either as inevitable will increase the probability of war.

We must guard ourselves against coming to regard bad relations as so in-
tolerable as to justify either an ill-considered escape to isclationism by
abandoning Eurasia to the tender mercies of the Soviet government or a belief
that war itself would be preferable.

The issue of peace or war may not be determined within a decade or two. The
prospect of a generation or more of political tension and competition is a grim
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one. If prolonged tension makes impossible the international
energy, then the United States will have to face frankly the pros
it came would be two-way atomic warfare. But this prospect only
imperative that no stone be left unturned in the American effort
necessary Third World War,
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Wearwhile, so long as any major Soviet-American issues remain unsettled, the
United States must develop its military strength and that of its prospective
allies in a new war to whatever extent necessary to convince the Soviet govermment
that time is not on its side, If two-way atomic warfare at any time becomes
possible, the American people will be called upon for sacrifices in the interest
of preparedness and reducing vulnerability that have before hardly been known to
them even in war.

Whether this effort ought to be continued into and past the period when the
United States atomic monopoly is being broken is a matter which requires separate
treatment and upon which perhaps no final decision should yet be taken.

iearmhile, only if the American people can keep their nerve by facing up to
a protracted period of strained relations and hard bargaining is there a chance
of their having their cake and eating it too, i.e., having the cake of maintaining
fundamental American interests and eating the cake of maintaining them peacefully.
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N, NEW HAVEN - CONNECTICUT pate B2
Evcava H. Kosn, Bditer
Yale in World War IT

Mrs, Franklin D. Roosevelt
Apartmant 15-A

29 Washington Square, West
New York 11, N. Y.

Dear Mra. Hoosevelt:

In reply to your letter of Noyember 12th, the
statement after your husband's name, "1934 Hon,,"
means that he received the honorary degree of Doctor
of Laws from Yale Universi - on June 20, 1934, thereby
making him an honorary alumnus of Yale University,

I trust this answers your question.

If I can be of any further service to you, please
do not hesitate to let me know.

Sincerely,

CK_L%K:M__
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o YALE UNIVERSITY
NEW HAVEN - CONNECTICUT
Eucaa HL. Kosi, Edler .

Box 1jepi, Ve Sulon
Yl s Warld War [T

November 4, 1947

Urs, Eleancr Hoosevelt

U.5. Delegate to United Hations
2 Park Avenue

Hew York, N. Y.

Dear Mrs, Roosevelt:

Yale University, in addition to publishing a war history which
will contain the biography of your husband, Franklin Delanc Hoosevelt,
ot some time in the future will dedicate a séries of tablets in Woolsey
loll in henor of those who gave their lives in the Second Wworld war,

The nemes of those men who will be so honored are now being supplied
to the individuals preparing the memorial tablets. Will you please indi-
cute whether or not the facts contained below are correct for engraving a
permenent record:

FRANKLIN DELANO HOOSEVELT, 193 Hon. Ub-Cefbev by decae,
e M 5

Commander-in-Chief of U.S. irmy and Navy e 4fe¢ f—

April 12, 1945, hearm Springs, Oa. i efe e fFf—

It is essential that we have an immediete reply in this matter so
the marble work will not be delayed. Plesse indicate your approval below.

Within & short time we shall also get in touch wlth you concerning
your husband's blegraphy mentloned sbove.

May I thank you in advance for your cooperaticn.

Sincerely yours,

o N

(Date)
The facts stated above are correct.

The fucts stated above are correct as I have amended them.

(signature)
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