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Nati on al Se c u r ity Study M emorandum 197 
Cou nc i l on I nt ern a t i on a l Economi c Policy Study Memorandum 33 

TO:	 The Secretary of Defense 
The Sec r etary of the Treasury 
The Secretary of Cammer ce 
The Secreta ry of Agriculture 
The Secretary of the Interior 
The Deputy Secretary of State 
T h e Director of Central Intelligence 
The Administrator, General Services 

Administration 
The Director. Office o f Management and Budget 
The Executive Director, Dome stic Council 

SUBJECT:	 Critical Imported Commodities 

The P r e s i d e n t has directed a further examination of the potential 
threat p sed by foreign manipulation of the supply or price of 
c r i tic a l non-fuel commoditi e s. This study is to complement , 
and b e coordinated with, the work on critical commoditie s being 
ca r ried out by the domestic agencies under the chairmanship of 
Se c r eta r y Morton. 

This s t u d y will use a s a starting point the list being p r epared in the 
domesti c study of thos e imported basic commodities and intermediate 
products which a re essential to the normal operation of the economy 
and t o n ational defense preparedne ss and which are also vulnerable 
to a r tifi cial or natural shortages. The study should also utilize 
domesti c agency w ork on the particular economic condition of each 
of these vulnerab l e commodities during the riext three to ten years. 
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T h e s tudy should b e conduct ed in two phases. In the first phase each 
c o m mod ity and i n t e r med i a te product on the above li s t should b e 
r e v i e w ed for its pot e n tial effect on the U . S. economy, foreign econ o
m i es a n d on the nat ion a l def e n s e . The fi r s t phase should also: 

Ide n tify key pr o du c e r s and the forms producer action might 
take individually o r colle ctivel y, such as cartel form a t i on, e x por t 
emb arg oes and p r i ce man ipulat ion. The possi b i lities for natu r a l 
short a ges should a ls o b e i d e n t i fie d . 

Identify t h e range of ci r cumstances which m i ght trigg e r adverse 
pr oducer acti on s . 

Anal y z e the time frame w i thin which producer c ou n t ry action s
 
ould m ake thems e lves fe l t .
 

Assess the impa ct of commodi t y shortages or price inc r eases 
on the economi es of p r odu c e r s and consumers, including the im pac t 
on l ike l y t r a d e a n d investment patterns and on for e i gn policy trends. 

The s e c ond phas e of the stu dy should consist of an evaluat ion of U. S. 
p oli cy op t ions. This eva luation should include examination of m e a sures 
the U . S. can take , i n d i v i dua lly or with other stat e s , to safe gua rd 
a gainst sup p l y or price manipula tion or natura l s h ortages of cri t i cal 
com m odi t i e s , such a s : 

d e v e l op in g sel£- suffi cienc y ; e. g ., by en c ouraging deve l opment 
of dom est i c a lte rnat ives and subs t i tutes; 

d iv e r s i fy ing foreign sour c es of supply ; 

d eve l op i n g an economi c stockpile, perhaps as an adjunc t to t h e 
str a t e g i c sto ck p ile; 

c on s u m e r - p r od u c e r co op e r a t i on; e. g . , possibl e commodity 
sta b ili z ati o n agr e ements; and 

alte r n a tive resp onses to artificial price increases. 
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The stu d y should be prepared by an Ad Hoc Group comprising repre 
se n t a t ive s of th e addre s see s and of the Assistant to the Pre sident for 
Nat i onal Se c u r i t y Affairs and the Assistant to the Pre sident for Inter
n a t i onal E c on om i c Affairs, and chaired by the representative of the 
Se c r e t ar y of State . The study should be forwarded not later than May 
10, 19 74 for considera tion by the President. 

# 
Henry . Kissinger 
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