e CONSEIL DE L'ATLANTIQUE NORD ——
e gt NORTH ATLANTIC COUNCIL —
g EXEMPLAIRE IS5

coPY N’
%giomglﬁ ENGLISH - | NATO cozmlnmrmr.
COMMITTEE OF ndonoulc ﬁEﬂ: SER3
ECONC TRENDS IN NATO UNTRIES
ax FOR xm ’{I.L%ﬁlm

ote by the Chail n of the Sub-Committee
on viet onomic Pollc

Studies on comparetive economic trends in the RATO
countries and in the Soviet bloc have been prepared from time- to
time by the Sub-Committee on Soviet Econcmic Polioy, Since the
last report (C-M(60)39) on the subject, significant developments
have taken place, both in the NATO countries and in the Communist
bloc; in particular, the OECD members have adopted as a target a
growth of their economies by 50% between 1960 and 1970,

2. For the establishment of the attached report, the Sub-
Committee has kept document C-M(6C)39 as @ basis, As previously,
the projections extend to 1975, but the base yecar has been changed
from 1958 to 1960, In addition, a&ttention has heen drawn to the
prospects for economic growth during the same period of the less-
developed countries as compared to the industrialised countries -
whether they belong to the Free World or the Communist dbloc - since
these developments may have implications for the Atlantic Alliance,

3. Annex I to C-M(60)39, "Methods and Sources", has been
revised, although fundamentally the same methods as were described
earlier have been followed in the present document, Provision
has been made in this Annex to cover the less-developed countries
as well, The tables annexed to document C-k(60)39 have been
revised accordingly, and Annex III has been brought up to date,

L, The new peport shows that the findings of C-4(60)39
remzin rubctantially valid, although figures now included have
been corrected in the light of recent economic developments. The
main features which emerge from the revision are the following:

(i) the forecasts regarding the USSR and the European
satellitcs remain basically unchanged;

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO COMFIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

ATO CONF IDE]
/12(-D/ 123

(11)

(111)

(1v)

(v)

IAL -De

forecasts of growth for NATO countries have been

raeised - slightly in the case of the United States
and Canada, and more significantly in the case of
NATO Europe - taking account of the target adopted
by the OECD; .

in the light of Communist China's recent economic
difficulties, the growth rate forecast in 1960 has
been reduced; -

a8 further widening of the gap between the standards
of living of the industrialised countries and those
of the les# developed ones seems to be unavoidable,
both within ‘the Free World and the Communist camp;

the relative poaition of the NATQ.countries as com-
pared to the Sino-Soviet bloc might be slightly
better from the point of view of the West than could
be foreseen in C-M(60)39.

Se Needless to say, a study of this kind implies much guess-
work, It is to-be noted also that several months have elapsed
since the preparation of the first draft of the attached report and
that the document cannot pretend to be completely up to date, How-
ever, the Sub-Committee has decided to transmit.it to the Committee
of Economic Advigers for further consideration,

(Signed) A. VINCENT

OTAN/NATO,
Paris, XVie,
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LONG-TERM ECONOMIC TRENDS IN NATO COUNTRIES
_ HE COMMUNIST BLOC (1)
AND SOME IMPLICATIONS FOR THE ATLANTIC_ALLIANCE

Report by the Sub-Committee on Soviet lconomic Policy

Summérx

The purpose of the present paper is to examine the
prospects for future economic growth in NATO countries and in the
Communist bloc, In view of the vital importance to NATO of events
in the underdeveloped areas of the world, it was found advisable to
supplement the comparative study with a brief section on the
implications for the Atlantic Alliance with respect to the develop-
ing countries during the period in question, There are, of course,
some other implications which merit further study.

2, The main conclusions of the paper are as follows:

Relative'gositiog of RATO countries and the Communist bloc

(a) the relative sition of the Soviet bloc(2) economy as
compared w: ‘of NATO "countries will further
improve in the period ending in 1975; by 1975, the
combined national product of the Soviet bloc countries

" will excded by about 8% that of European NATO countries;
it will constitute L4% of the combined national products
of all NATO countries os compared with 35% in 1960;

(b) however, the absolute difference between the combined
national products ol the Soviet bloc and those of all
‘NATO countries will increase from £589 billion in 1960
to A938 billion in 1975;

(c)‘ the_Sovief'bioc growth will be eapecially rapid in the
" industrial sector which will expand substantially
. faster than that of NATO countries;

(d)° Communist China will probably emerge as a major industrial
.power in the world, although it will continue to lag far
behind in terms of advanced technology and per capita
output; ,

(1) The present note dbrings up to date the previous studies on
comparative economic trends in the NATO countries and in the
Soviet bloec (see C-M(5L)99, C-W(55)119, C-m(56)131 and
C-M(60)39).

(2) The Soviet bloc should be understood to include Russia and

the European satcellitecs, References to Communist China and
the Asian satellites are made separately,
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the difference in standard of living between North
America amd most European NATO -countries on the one
hand and the Soviet bloc on the -other hand, will be
reduced, although the Western advantage will not
disappear; .. . .

by 1975, European NATO countries as a whole will still
have a higher standard of living than the Soviet bloc, - --
but it is significant that the standard of living of

th. USSR already exceeds that of some European NATO
countries; . : ~ '

there is not the remotest chance that the USSR will
overtake the United States in per aapita industrial
output by 1970 or will achieve "material abundance"
by 1980, as promised in the new Communist Party Pro-
gramme; | ' : -

the wide margin between the Soviet and the United States
rate of increase in output per head, characteristic of
the decade 1951-1960, w1111probabli‘pq;peduned;,.the.J
Soviet- rate of -expansicti"'will decline somewhat, while
that of the United States is expected to rise,

lications wit ot to developing countries

(1)

(3)

(k)

DECLASSIFIED - PUBLIC DISCLOSURE / DE

the trends discussed above will have a profound influence
on the less developed areas of the world, In these areas
the problem of whether or not a noticeable measure of
economic progress can be achieved under conditions of free-
dom will be a major factor in the global struggle agninst
Communiém; ‘ L

a further widening of the gap between the standards of
living of the industrialised countries and the less-
developed ones during the next fifteen years appears,
however, to be unescapable, both within the Free Viorld
and the Communist camp. Even a much more rapid rate

of growth in the less-developed countries than in the
more advanced ones does not permit to avold this process,
in view of the low starting point from which the former
countries have to build up their economic expansion and
the pressure resulting from their fast increase in popu-
lation, This fact should, however, hardly serve com-
munist propaganda since the gap between the Soviet bloc
and the under-developed countries (although smaller in
absolute terms) is to increase even faster than between
the latter countries and the industrialised Free ‘yorld;

the rapid and continuous growth of output, especially in
heavy industry, in the Sino-Soviet bloc countriesa will no
doubt continue to impress the peoples of the newly-

developing countries, The Communists will exploit this

NATO CONFIDENTIAL 4-
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by every means of propaganda 1n an att2nmpt to demonstrite
the superiority of Communism, although the success of
such efforts will undoubtedly be hampered if the recent
series of failures in agriculture are not overcome,

At the same time, the growing economic potential of the
bloc will increase the material and human resources
available for the Soviet economic offensive in those
countries;

(1) the Soviet bloc devotes a much smaller fraction of its
resources than the NATO countries to economic’ assistance
to the less-developed countries and prospects for Sovxet
trade with the latter are limited by the Soviet bloc's
tendency to autarchy. The less-developed countrics
cannot therefore reasonably expect to derive the same
benefits from progress achieved in the Soviet bloc
countries than from the economic expansion of the
1ndustrialiaed Free World;

(m) the Free Jorld is becoming increasingly conscious that

. it is challenged to demonstrate to the peopies of the
developing countries that it is possible to fulfil their
legitimate aspirations under conditions of freedom, The

‘ ' " Western countries are making renewed efforts to implement

policies which should ensure the growth and stability of
their own economies and have alsoc bencficial effects in
the economic development of non-committed countries,
* Results achieved in economic growth by several countries
of the Free Vorld could, if properly exploited, reprcsent
. . a.¥yaluable eounterpoise to the Communist claIm of
- e .ecanomiowsuperiority~-'- .

Cn) though. the .growth expected in NATO countries will pro-
_ bably lead to an increase in their imports of traditional
- products from’ developing countries, this trande imcrease
by itgelf will certainly not be sufficient to finance the
develqpment needs in most of these countries;

(o) therefore, the policies adopted by the 'lestern govern-
ments with regard to development assistance and trade
will determine to a large extent whether the less

- “developedwcountn&oﬂwwtliﬂbe ableto achiéeve economic
progress in freedom,

[ o~ e
P R R AR s ada i el o |

. - . - -

Basic»assumptgong
-3 . .The catinates of future econemic growth ip to 1975 are

"based on the following assumptions:

‘(a) that the present geographical boundaries of the Atlantic
Alliance and of the uommunist bloc will remain unchanged;

5= NATQ CONFIDENTIAL
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(b) that there will be no ma jor war and no serious
internal political disturbances;

(c) so far as the NATO countries are concerned, that there
will be no deep and widespread economic recession and
no disruption of raw material supplies;

(d) that overtaking the West will remain a primary goal
of economic policy of the Soviet bloc,

L, Any attempt to compare levels of total dutput in
different countries raises special difficulties, especially

.between countries whose economic structures differ widely, as

do those of the NATO and Communist countries, The composition
of output varies between countries, reflecting notably differences
in techniques and tastes ard the prices paid for specific goods
and services, Different methods of comparison are possible,
which will give rise to somewhat dilferent results, Although
estimates in this paper have been given as single flgures and

not as ranges, they should be interpreted allowing for the margin
of uncertainty which is inevitable in forecasts of this kind,
However, it is felt that the difficultlies in comparing countries
with different economic structures and the margin of uncertainty
i forecasting do not affect the main canclusions of the paper,

Se The table below shows for NATO countries and the

Communist bloc rates of growth in recent years.as well as the
mtes on which forecasts in this paper have been based.

NATO and‘gommunist blocvannuai ratES-of expansion of GNP

1952-60C) | 1961-75¢2)
United States and Canada - 2,8% Lel%
NATO Europe | 5.2 Lo 1%
USSR : 7e2% 5.8%
European satellites 1. 6.5% - 54 0%
Communist China (1953-39) | 6.5% 7.0%

Differences in NATO and Communistfbloc.rates of expansion

6. The USSR economy has been expanding very fast in
recent years, Western students generally estimate this rate
of growth at 67 to 7% during the years 1952 to 1960, The Soviet

(1) The rntes in this column are average annual compounded rates
of change for the period from 1952 to 1960 inclusive; the
base figure is the GNP for 1951, v

(2) For the projections, 1960 has been used as the base year,

. NATO CONFIDENTIAL -6~
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rate of economic growth seems to have exceeded that of all NATO
countries, with the single exception of the Federal Republic of
Germany. : - ‘

Te The USSR economy's rapid progress has been made
possible by the ability of the government in the past to depress
the standard: of living, and more recently to curb its growth and
to devote to investment a large share (about one-quarter)’ of
total reaources, Investment has been concentrated on sectors
most likely to contribute to increases in output, in particular
in basic industry and in machine building industry; investment
in light industry, in housing, and other social investment has
been kept low, though during the current seven-year plan period
(1959-19€5) more attention has been given to these sectors, The
large natural resources of the Soviet Union have facilitated
industrial growth; this growth has also been assisted by large
transfers of surplus labour from agriculture, and until recently
by a rapid increase in the total labour force,

8. The growth of the USSR economy has been particularly
rapid ‘in the industrial sector; . Western-estimates give rates of
8-9% per year, and it is to be expected that industrial pro-
duction in the USSR will expand by about 7% per year in the
future., Although the growth rate is thus declining, it will
still be substantially above that of NATO countries,

) 9. It is to be expected, however, that the Soviet rate
of economic growth will decline in the future, It is here
assumed to be about 6% up to the mid-1960s, and to give an
average increase of 5.,8% over the period as a whole, New
social forces are exerting themselves which the present leaders
are trying to direct and contain, The Qovernment has, however,
been led to give more consideration to the needs of the Russian
people, notably by paying more attention to housing and agri-
culture, and by reducing working hours, Until recently, the
government was faced with a sharp reduction in the rate of
increase in the population of working age, reflecting the” reduc-
tion of the birth rate during the war years; this problem was,
however, temporary and the situation has already begun to improve,
In 1959 the Government had also studied the transfer of military
personnel to civilian employment, but it now seems that this
policy has been reversed or at least halted, In January 1960
a gradual demobilisation had been announced and during the year
1.2 million officers and soldiers were demobilised, A reduction
of 33% was planned in the personnel of the armed forces during
the years 1960-1961, By mid-1961, those measures were, however,
suspended at the same time ag the military expenditures were
increased by 3.L44 billion roubles, Another factor to be kept in
mind is the existence in the USSR of a large manpower reserve in
the agricultural sector of the economy. The shift, however, of
workers from agriculture to industry would be dependent on
additional investment in both agriculture and industry, as well as
in housing and other urban facilities, A third factor which is
making itself increasingly felt is the cxhaustion of easily
available raw material resources, Finally there are growing rc-
placement needs in the composition of Soviet investment.

-7- NATO CONFIDENTIAL
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10, There are, of course, other factors which operate in
the opposite direction; recent developments suggest that the
Soviet Government has been coping fairly successfully with the
question of increasing productivity, and the introduction of.
mnss production methods of certain key products Buch as machine
tools, has been very successful, according to some Western
observers, The shortage of manpower has been mitigated by the
cducational reform, promulgated in 1958, whereby a sizeable ‘
proportion of students are diverted into "productive work"
before passing from secondary schools to higher educational
institutions, This educational reform is scheduled for gradual
implcmentation during the period 1959-1963. Efforts arc being
made to modernise backward sectors of the economy (agriculture,
the chemical industry, construction, disteribution, etc,) wher:
there is scope for a rapid increase in output, although the
capital inputs required are very substantial, It would theretore
be imprudent to expect n sudden sharp decline in the Soviet rate
of growth up to 1975,

11, For the opean satellites it has been assumed that
the growth rate up to 1§3§1wITI ée approximately 5.5%, while the
rate for the period as a whole will be about 5.,0%. . Their :
economic prospects seem less favourable than Russia's, Eastern
Europe is not so rich in raw materials as the Soviet Union, The’
small satecllite economies are vitally dependent on foreign trade,
and have been unable 8o far to achieve the degree of international
specialisation which is necessary to the achievement of a high
level of productivity,: They have, in particular, been unable to
develop and to share their natural resources effectively, Unless
they can in future develop effective methods of co-operation,

1

~including rational pricing methods in foreign trade, it is likely

that their future economic growth will only with difficulty match
that of Russiay . :

12, In view of the presdnt undérdeveloped condition of the
Chinese economy, it is extremely difficult to make reliablec fore-
casts for the growth of the GNP of China, . The figure of 7% per
year has been included in the table in paragraph 5 above in the
full knowledge that little weight can be given to it., More mcan-
ingful in this context are indications of future industrial develop-
ment in China, It would be unrealistic to assume that the
Communist leaders will not be able to impose on their people the
sacrifices required for achievement of their ambitious policy of
industrialisation,+ On this assumption, a rete of growth of
industrial production as high as 128 per year might well be sus-
tained over the greater part of the period considered,

13. Any forecast of ‘economic growth in the Asian satellitcs
is also hazardous, In the light of scanty information on reccent
developments, for the purpose 4f this study, it has been assumed
that their combined GNP would increase by 6 to 7% ammally,

NATO CONFIDENTIAL . -8~
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.34, Some decline.in the.rate of expansien is-likely in the
Europcan NATO countries.s In-mest of them-this decline can be
cxpected as a result of na lower rate of growth of their labour force,
The tendency.towards a reduction in working hours will also be felt
fully in this period, However, to some extent these dcvelopments
will be: offset by* other factbrs, In a few European NATO countrics
the rate of growth will probably inerease as a consequence of an
acdclerated rise in productivity, As agriculture becomes more
rotion.lised, shifts of labour to industry will also be possible,
Technical progress and the need to further rationalise industry
are likely to entail the mailhtenance of a high rate of investment,
Economic .growth .has been stimulated by*the establishmerrt” of the
European Economic Community, and further international spccinlisa-
tion should permit further progress, @ Therefore, the average
anmual rate of ‘growth of 4.1% implied by the 50% growth targ:t for
the OECD countries combined seems fully attainable, This annunl
rate of growth has been used in this note for the European NATO
countries for the whole period 1960-1975,

15« For the United States and Canada, the OECD growth targcts
of L.1% per yecar have also been adopteds This is higher than the
average annual rate of growth in the United States during the 1950s,
but the growth rates in . .some- years since 1950 have in fact been con-
siderably hlgher than this percentage, The substantial incrense in
the labour force in these countries should easily compensate for the
effects of a. prohable decline in.average anmunl trours-o6f work. It
Has been: assumed that the United States policy and internationai
do-operation.will permit an adequate balance of Unlted States foreign
payments:. and that, in such circumstanccs, it will be possible to let
bhe total deménd grow at the rate required for normal usc of
avoilable resources,

. X t

- 1641 As far as the under-developed countrics of thc Free World
are concérned, any forecast can only be based on gucsawork,  The
United Nations report "A Decade for Development" %ﬁay 1962) ‘
envisageg targets for 1970 and 1975 which might be reached if a
nurber of favourable assumptions actually materialise, On the-
basis of ithis report, and information from OECD documents, the
follawi tahle gives estimates of recent GNP growth in thec less-
developed areas of ithe Free World and rates of economic growth which
seem attainable in the future years, The figures in this table are
not. to be interpreted as a forecast of future development, but |

i .

rather ag a ceiling of what.can be -hoped for {1). -

(1) "A Decade for Development" indicates the following ratcs
of annual growth of GNP of all less-developed countrigs
considered as a whole: 1950-59: 3,5%; 1960-70: 5.0%;
1977=75: 645%. 3 :

-
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LESS-DEVELOPED FREE WORLD ANNUAL RATES OF EXPANSION OF GNP

1953-59 . 1961-70 1971-75
Asia N 50 | 6.0
Africa A k.l 505 6.5
Middle East L4 6.0 6.7
Latin America 5.1 70 7.0
Less-developed Free ‘lorld 3.9 545 6.5

ghanges in the relative position of NATO countries and of the
Communi st bloc )

17. A further improvement is expected in the relative
position of the Communist bloc as compared with NATO countrics,
although in absolute terms the difference between the GHEs o
the two blocs will continue to increase, .

Projected gross naotional products
| ; Total NATO = 100

1960 1975

(1) Total NATO - - 100 100

United States and Cannda 60 60

NATO Europe - = . . . LO | LO

(2) Soviet bloc |

USSR ) ’ ‘ %% %%

‘ Eu?opean satellite 10 12

(3) Asian Communist bloc | | 10 15
Communist China ) : 9.7 14,6
Asian satellites : 03 Ouls

The total output of the Soviet blog, which now reprcsaents 357 of

~-that of “NATO countries, is likely to ine¢recase to LL% of their

output in 1975, The most striking change will be in the
economic balance in Europe: it appears likely that by 1972 the
national product of the Soviet bloc will exceed by about 8% that
of luropean NATO countries; at present, the output of thesc
countries still exceeds that of the Soviet bloc by about 1llle,

NATO CONFIDENTIAL -10~
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18, Although the USSR may achleve significant increases in
the production of -selected cémmodities, there is no chance that
she will reach the target set forth in: the-recently-approved pro-
gramme of the Communist Party of the Soviet Union of overtaking
United States levele of productivity end-iiving Btafidafds by 1980,
16t alon¢ by 1970, the previdqus deadline set by Khrushchev for
the achievement. of this task,! and which has now been tacitly
abandoned, @ Thé following ta;ble gives a comparison of GNP per

head in NATQ cpunirias.and d.x‘ the Communist bloc:
o Voo
) ' ; £, @ross i ‘ 1 t pe d
| ‘ - ‘ tri ist blo
S (1960 dollars)
N e SRS, ST, S ST oo
" e e e _ Annual
E 1960 ' 1975 rate of
: : , S increase
' . o T A s -
Total NATO R 1,972 | 3,0u5 2.9%
. United States and Cenada’ | 2,727 | 3,905 2 L%
NATO Europe =~ . . . . J1,400.} 2,295 | "3.,3%
Soviet bloe et T o3 | 1,928 | L.2%
USSR RV 11,079 | 2,045 Lo lu%
| Ruropean satellites - ' - °|~°'923 1,663 L 0%
Asian Communist bloe - . - - <.~ - i} ~127 1 ° 256 L48%
' Communist China -~ - »'ﬁ; 128 | . 256 L8%
Asian satellites = . : Jf;.lxs‘ - 211 | L%

Output per head in the USSR in 1960 was little more than one-third
of the .United States level., - To achieve her proclaimed ‘"basic
cconomic task", the raté of increase of productivity im the Soviet
Union - now about 4 to 5% per annum -~ would have nearly to double -
an impossible goal, e : c e

R
B e
e - eam WS A i

19, The Soviet Union is unlikely to overtake the United States,
even in the output of industry, the sector to. which she may be
expected to cantimie to give the highest prionrity. Nevertheless,
her relative.position will improve, and Russian industry.will‘ by
1975 have claséd much of the gap. ) ' '

. 20, - The following table indicated what would be the evolu--
tion of the GNP per head in the less—-developed countries, taking
nccount of the expected increase of population in these countrics
if the. tangets mentioned in the table under paragraph 16 werc-to
be reached, ' . T oL It

NATO CONFIDENTIAL
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ar 2 T

- @ross National Product per head
Less-developed Countries of the Frce World
: : ' (1960 dollars)
] | B Anmual
- 1960 1975 rate of
‘- : » L, Incrcase
. e
Asin e 200 Jﬁ 327 3.3
Afrca ’ . . _L_=2s0.}._.is% 3.7
Middle Rast’ == 350 - 625 3.9
Latin Americ: . g - =800 "900 LO
Less-develo Free World _ | 260 J_h&s_ e e BB
-1 - b
- ]
21. Expec changes i standards of living mcrit specia

attention, since it #s in terms of standards of living that ma
peoplc, ineluding those 1living in underdeveloped countries, will
tend to compare the accomplishments of the Soviet and Western
economic aystems, A reduction in the advantage in standards of
living now enjoyed by North America and most European members of
NATO is, indeed, likely to take place, although this advantage
will not dipappear, . It is possible that consumption per ‘head |
in sope of the more prosperous cities of the Soviet Union, and
in such East Curopearny countries as the Soviet zone of occupation
of Germany and Czechoslovakih, will approach the lecvel reached .
in the richer parts of Western Burope, Even now, the avcrage
income per capita in peveral less-developed regions of Jestcrn
Burope is lower than that of the Soviet bloc as a whole which
nbvertheleaE includest extensiye impoverished areas which lag fap
behind the average, The difference in living standards in tbg.
Wgst and in'the Sgviel_blec, is, however, not quantiflative, but
al8 In"the range of choice offered to consumers; and it remains
to be seen whether planning methods in the Sovict bloc will become
sufficiently flexible to provide goods and services as varied

as those sold in the West, , -

22, It has alrecady been mentioned that in this connection
figures for Communist Chinese GNP have little meaning, since they
can hardly be compared with similar figures for dcveloped-
countrics. In spite of precsent difficultics, a striking change
on thec world economic scene over the next decade is likely to be
thc cnhonced world position of the Chinese economy, and in parti-
cular of her industry,

.23« Chinn's industry is still rather small and technically
weak, China produces little heavy equipment, prccision machincry
and complex electronics apparatus, She has few engincers, and
these engineers often lack experience, Until recently, technical
assistance from the Soviet Union and, to o lesser coxtent, from
the luropean sntcllites, helped to overcome this wcakness, The

NAZQ CONFIDENPIAL - -12-
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withdrawnl of Soviet cxperts as a result of peliticr-idenlopie-.]
differcnces has in the short run contributed to Chinn's
difficultics, but in the long run, by throwing th: Chincsc baek
on thcir own resources, it may hasten the developmunt of nn
indigenous force of technicians,

- 2be "Rapid expansion of Chinese industry rcmains the long-
term objective of the régime, It can only be achieved by the
concentration of investment resources on production capitnl to
the ncglect of .investment on housing and other social constric-
tion, Industry will have to contipu¢ to enjoy priority;
agriculture will probably receive only the resources absolutcly
cssential to provide for minimum food requirements and nccessury
exports, The decision token in April 1962 to give priority to
agriculture can probably be regarded as a tcmporary mensurc,
designed to rescuc the economy from an agricultural crisis which
hnd rcduced the population to the verge of faminc, The cstimntes
made in this paper of the possible future growth of the Ghingsc
cconomy, thereforc, seem consistent only with the maintcnance of
standnrds of living at or slightly above their prescnt very low

~ level, They rcflect a somewhat less rapid cxpansion than .wns

¢arlier forecast,

25, On the basis of the estimntes of the prusent paper the
Asian communist countrieg will have increascd their GNP per hcnd
in absolute terms.by only 8129 at the end of 1975 as comparcd to
an incrcase of #8894 in the Soviet bloc, notwithstanding an anmal
rate of increase higher in the former than in the latter, This

"reflccts thc fact that the Asian communist countrics are starting

from a lower level and have a more rapidly growing population,
As a result, the gap between the GNP per head of the more advanced
and the lcss-developed communist pountries, which amounted to
£907 in 1960, will increase to A1,672 in 1975. If the assumption

" 18 getcepted that the further widening of the gap in living

standards tends to aggravate tension betwcen the richer and the
poorer countries, it would appear that such tension bctween the
Europecan and the .isian parts of the communist camp, may wcll
increasé¢ scriocusly during the period under consideration,

Imglfﬁftigns with rcespect to the dgxelogigg countries of the
n . o _

26, 'No study of the comparative economic trends up to 1975
would be complete if it did not deal with the implications with
rcspect to the developing countries, since RATO governments haovc
to an increasing ‘extent expressed the importance to NATO of
developments in these countries, The very wide gap in living
standnrds between developed and underdeveloped oountrics is onc

~of thc most serious problems facing Western countries, - Since

the war, thc rote of economic growth in the undcecrdeveloped areas
as a whole hns incereased above the prec-war lcvel, Populntion
growth in these areas, however, haa risen sharply and the gap in
income pcr head between developed and underdevelaped countrics
hhs contimued to widen, Economic growth and industrialisation

“
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are increasingly being regarded by the peoples of less-dcveloped
countrics as among the chief tests of successful government, It
is decisive for the political stability of these arcas that
noticeable progress be mande in this direction in the next 15 to
20 yecars, : o

27« 1t cammot be rcasonnbly expected, however. that the

gap between the living standards of the less—developed eccuntrics
and the countries of the Allianc¢ can possibly be prevented from
widenirg in absolute terms during the next deccade, Most of
thec backward countries would have to increase their GNP at an
annual rate of 15.5%, i.e, doudling their GNP every fivc ycars,
mercly to maintain the existing difference in absolute terms,
Under the most optimistic rate of growth, the GNP pcer head of

thc less-dcveloped countries of the Frec World might increasc by
about B175 at the end of 1975, as compared to an increase of

2,073 in NATO countries considered as a whole, assuming that the
GNP per capita in NATO increased at the expected ratc of 2,9% per
rear, The gap between thc per capita product of NATO countrics
and the less-developed countries of the Free ‘vorld, which amountcd
to £1,712 in 1960; may be expected to increase to at least
£2,610 in 1975, It should nevertheless be possible to prevent
communist propaganda from exploiting agninat the \Viest this growing
disparity, sincc a similar disparity in living standards is to be

. expected between communist industriallsed countries and less-

developed communist countries, as well as bectween the fortmer and
the less-developed countries of the Free World,

" 284 The rapid growth of output, especcially in heavy industry,
of the Sino-Soviet bloc will no doubt continue to imprass the
pcoples of the newly-developing countries, Although the USSR
started from an economic base substantially highcr than that of
the underdeveloped countries, the spectacular scientific and
technological achievements of the Soviet Union will have a con-
siderable impact on these countries, Thecse achievcments will
scontinue to be exploited by Communist propaganda in an attempt
10 convince the pcoples of these countries that the Communist
todel i8 the one to fellow for their industrialisation, The
frowing economic strength of the Soviet bloc will also increasc

ts abllity to expand its cconomic offcnsive in the under-
dcveloped areas., . However, agriculture constitutes a fundamental
weakness 'in the Communist model that might prove to be_an effective
argumcnt in favour of the Free World,; sincec onc of thc main
characteristics of underdeveloped countries is their heavy depend-
cnce on the agricultural scctor, In addition, efforts madc by
the West to speed up th~ir.economic expansion, and the success
obtained in t'is respect, should help to counterbalance Communist
propaganda, - . '

29, The steady growth of thc NATO countries' economics with
the resulting increasing demand for primary commoditics has often
been stated to be an important contribution to cconomic progress
in the underdeveloped areas. However, on the basis of past .
trends it seems that this demond will increase only by somc 2-3e
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(maximum 4%) per annum, i,e. only slightly above thc incrcasc in
population in the areas concerned. Far more decisive is th
dcvelopment in the price level of primary commoditics, In the
past ycars, the almost constant decrease of most of thcese nrices
has been a major obstaclc to the growth of the underdevclop:d
countries, The strengthening of the tendencies to cconomice
integration may lcad to agreements stabillising the priccs of
primary commodities on a world scale, This would maoke disruvtive
intervention by the Soviets in these markets more difficult,

3ue It has been suggested the less-developed countri~s siould
try to increase their foreign exchange carnings by exporti g 1:snt
industrial goods to the West, If this solution is ndoptcd its con-
scquences for certain industries in the West must bc faced in a
rcalistic manner, Increased compctition from ncwly establisched
industries in lecss-developed countries will cause hardships to some
industries in the "Jest. The ability of the Communists to exploit
wecaknesses in the trade relations between industriaslised and devel-
oping countries will undceline the inereasing importance for the
West: of solving these problems,

31, 1t seems unlikely, however, that the Sino-Soviet bloc will
become a really large market for the less-developed countrics as o
wholc, unless present policy changes drastically, Notwithstanding
considerable progress since 1954, when Communist countrics accounted
for less than 3{; of the trade of these countries, by the end of 1961,
this trade did not represent more than 8 to 9%. Their cconomic
policies, as rceflected in current long-term plans, remain in
prineciple autorchis, T™he imports of the bloc Irom less-developed
countries will picbably continue to increcase; but it secems very
unlikely that they will account, by 1975, for more than n minor
part of thc trade of these countries taken as a wholc, Comminist
bloc trade with these countrics may, however, continuc to be con-
centroted cn a fairly small mamber of them, for whom the bloc would,
therefore, be a major trading partner,

32, The overall trade increasc to be expected from economic
growth both in NATO countrics and the bloc will not bc sufficicnt to
finonce the development necds of the undcrdeveloped countries, which
will continue to depend on external assistance. NATO countries are
contributing to the economic deveclopmmt of underdeveloped countrics
by providing large amounts of capital, Their total aid, loans, and
private investments in underdevelopcd countries have risen rapidly
and now represcnt around A7 to 88 billion pcr anmum,

33, In commarison to the NATO countrics, the Sino-Sovict
cconomic ard ni i4ary assistance commitments to the undcrdeveloped
countries rep.cscnt only a minor fraction, During the period
1956-60, the flow of finnncial resources to countpies in the course
of cconomic development coming from the OECD countrics and Japan
totalled about A36 billion, while over the samc pcriod thc Sino-
Sovict bloc promised about B85 billion, of which about £1,5 billion
only hnd been actually drawn by the less-developed countrics. The
rcsults so far obtained by the East in this ficld secm, on thu: whole,
limited. But this should not inducc the West to lower its guard, us
in special eircumstances, and in particular countrics, thc Sovicts
might reap political benefits guite out of proportion to the amount
of nid thcy deliver,

NATO CPITIDENTIAL
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METHODS SOURCES
TR : ~ : .
I, CALCULATION IN- POLLARS OF GROSS NATIONAL PRODUGCT AT MARKET
mf&'pn F A58 0T JR0e0 AN l’"‘""‘. o

(a) 92221231 , ;
14 -Thohdefinition of gross national product or expenditure

(at market prices) used in the note conforms in essentials to
that given in "A Standardised System of National Accounts, "(1)

(b) GConyersion into a common currency

NATO countries

{

2, For convepslon into.a common curreney.: the-nationsl - '
products have been estimated in purchasing power equivalents and
expressed in 1960 US dollars, The estimates are based on the
method used in the CEEC study "Comparative National Products and
Price Levels,"(2). This study shows indices of the real product
. relationship of European countries and the United States f'or 1995,

These indices have been extrapolated to 1960 by taking into account
the volume growth in the ‘fespective GNPs, The dallar amounts
have then been estimated according to these indices in proportion
to the United States hational product in 1960 deollars, Some
countries are not covered by the OEEC" study: Canada,. Greece,
Luxemburg, Portugal and Turkey, For Canada the estimated GNP
has been based on an IBRD 1955 estimate in United States relative
prices, For the other countries estimates have been made by the
International Secretardat, taking into actount the relationships
between national products expressed in nationdl currencies and in
purchasing power equivalents established in the OEEC study,

" The USSR snd the FEuropean satellites

3. Use has been made of the 1960 GNP estimates, at market
prices converted .at purchasing power equivalents expressed 1n
1960 US dollars, of the countries concerned, as reported in a
United States Research Memorandum(3), According to this memo-
randum, these estimates of Soviet bloc GNP have been adjusted as
far as possible for statistical ‘comparability with the GNP csti-
mates based on purchasing power ‘equivalents for the NATO countrios.

2)- By Milton-Gilbert and-Assucthea,‘OEtU. 1958
3} "Indicators of economic strength of Western Europe, Canada,
United States and Soviet bloc, 1960";
Department of State, Bureau of Intelligence and Research;
. Research Memorandum REU-6, “‘5th September, 1961,

~17- NATO C 1AL

?? Published by the OEEC, 1958
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Communist China and the Asian gate;;;teg
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| . o ——— -

L. Notwithstanding the considerable diffcrence in levels
of deveclopment between the Asian Commnist countries and the
NATO countries, an attempt has been made to obtain a comparable
figure for Communist Thlina by building up i1ts GNP on the basis of
the overall definition used for the other countries. The
United States Research Memorandum REU-6 indicatcs for Communist
Chima a 1960 GNP conVérted into US dollars purchaaing.powser
c¢quivalents, This figure includes services, while the Chinese
concept 18 always expressed in terms of net materisl .product
covering the value added only by industry, agriculture, construc-
tion, goods -~ transport, commnications and trade, According
to the United Nations, ."the share of services can be cstimated to
represent about 16-17% of the GNP, "(1) o

5  The Asian satellites' GNPs, which mare not taken into
account in C-M(60)39, Hidve now been added, using the United
States Research Memorandum REU-6 figure, e =

The Less-Developed Countrieg of the Free World °

6. The maiy = ‘= for an evaluation of the GNP at market
prices (41960) of ¢ ntries considered is to be found in the
United Nations Sta .. wical Yearbook 1961, which . includes a tatle
on estimates of National Income for a large number of countries(?2).
These eatimates are to be interpreted with casution since it is
often difficult to include in such figures an évaluation of the
agricultural production consumed on the spot by populations living
at a subsistence level and on which atatistical information is
extremely scarce.: The conversion of these estimates into a
common currency in purchasing power equivalents reduced further
the validity of the data to guesswork, giving only approximate
rangés of orders of magnitude. The per capita preéducts
derived from these figures are subject to cons’'derasble error and
do not permit any kind of inter-country cc: I.so

e The overali picture which emerge. f:»m information
collected on this subject by the OECD (document CPE(62)6, June 1962)
can be summarised as follows:

Asia has the lowest per capita product of all under-
. developed areas, India, Prkistan and Indoneslisa,
whose populations account for more than three-quarters
of total population of the less-developed Asian non-
communist countries, had per capita products estimsted
in 1960, in terms of purchasing power equivalents. at
8150 to £200. _ e - -

——

(1) EconomIc Survey of Asias and the Far East, 1961,
chapter on Mainland China, page 93,

(2) For conversion of Nationel Income into GNP at market prices sce
notes on pages 487 and L88 of United Nations Yearbook 1961,
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Africa .is slightly better off, mainly as a result of the
higher per capita products in co ntries north of the

’

Sahara (Algeria, Tunisia). = - . ;

" The Middle East derives some additienal gains from its’
- petroleum resources which bencfits some smnll '
: countries with high per capita products, such as
Kuwait, Bahrein, Qatar, . o
~Laiin America is likely to have the highest per capita

product of the free world less-developed areas although
diffcrences between the various countrics are consi-
derable (Venczuela: $1,000 per capita product;
Bolivia: £200-per capita product).

8. For the purpose of the present paper, the higher
estimates have generally been used since lower figures would only
reinforce the argument concerning the further widening of the
gap in living standards between advances and .backward countrics,
a3 indicated in Table VI attached to Annex II, .

II. ASSUMPTIONS AND METHODS USED IN THE NATIONAL PRODUCT

(a) NATO countrics

. 9;3 _The aESumptioné,Undérlining the projections Arc that:
theré will be no major war, and that there will be no severe and
geheral exonomic depression, .. ~ ‘

SRR (o} Proﬁéétioné'ére made on the;assumptions that the 50%
GNP growth target set gut by the OECD for the period 1960-1970
will be fulfilled, and that productivity will continue to expand

"at thd same rate in the following years up to 1975, The GNPs of

NATO- eountries together represent 97% of the 1960 GNPs of the
OECD countries combined. Therefore the OECD growth target can
be considered as valid for NATO countries. : .

11, Initial OECD studies on economic growth in the main
Zuropean NATO countries give two series of growth rates for the
period 1960~1970; a lower and a higher variant, For the
countries coffbined, the low variant assumptions are somewhat
below the OECD aim, whereas the high variant exceeds it.
According to OECD estimates of demographic trends in "estern
Europe, the growth of active populatiorn in the years 19,/0-1975
will continue At the same rates as in the period 1960-70,
Considering these factors, the yearly growth rate of L, 1% implied
in the 50% OECD target for the period 1960-1970 has been taken
for NATO countries together throughout the period 1960-1975.

12, The OECD projections’ of growth for the United States
vary between an annual rate of U, 1% and L, 9% The higher one
is given in the 1962 report of the Council of Economic Advisers
to the President as an attainable rate, but not as an official
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target. The report of the President mentions a rate of L, 5% as
being within the range of the United States' capabilitdes: In
this report, it 1is assumed that the annusl growth of productivity
experienced in the periods 1950-1960 will continue in the period
1960-1975. For employment, the OECD estimates an average annual
growth of 4,9% in the 1960s, while for the years 1970-4975 this
percentage might drop by 0. 1% or O, 2%, On the basis of these
factors, the average -annual rate of growth of the American economy
has bcen put at 4, 1% for the whole period, The Canadian economy
expanded in the period 1950-1960 by a yearly average of 3, 8%

For thc purpose of this paper, it is assumed that the—CGanadian
growth rate will be as high as that of the United States.

(v). §§a~USSR‘gnd the Buropean setellites .

13, The reasoning on which the projection of Soviet and
European satellites' economic growth was based in document
C-M(60)39 has been thought still valid: the annual everage ;
increase of national products has been kept, in the case of the
USSR.at 6% for 1960-1965 and 5. 8% for 1960-1975, and. in the case
of the European satellites at 5.5% for 1960-1965 and 5% for
1960-1975. ‘ :

ot 4 —

- oo

(¢) ~Commmist Chipa o -~

1, Official information about Communist Chinese cconomic
development became scarcer as the original enthusiasm of the
"great leap forward" faded away and as the results obtaincd failed
to reach the high-pitched expectations, As the tempo of growth
of the Communist Chinese economy is still largely dependent on
backward agriculture, strongly subject to the vagaries of nature,
severe national calamities in four successive years (1959-1962)
have incrcasingly influenced the rate of growth, and have
apparently forced the government to devote morc attention than had
beun expected to agriculture,even at the expemse of the development
of heavy industry,

15. Por the period 1953-59, the averagc annual increase of
the gross national product of Commnist China has been cstimnted
by the OECD at 8, 6% (CPE(62)6, Annex B, page 18). The sources
used are given as "United Nations publications and Secretariat
cstimates., " This relestively high rate of increage can he
explained by the fact that only one year (1959) of the three yenrs
1959 to 1964, all of which were bad for the Chinese economy, 18
included in the series, Allowing for the fact that the GNP of
Communist China increased only very slightly, if at all, in 1960,
the average annual rate of increase for the period 1953-60 might bo
of the order of 6% to 7%

16, Document C~M(60)39 was prepered at a time when the
considerable quantitative increase of 1958 over 1957 gave the
impression that 1958 could be considered as the springboard. for
future rapid progress, The annual rate of incrcase then used for
projections had been set as high as 7.9%

NATO CONFIDENTIAL -20~




-1~ . 39 FIDETTL L
21 LNNEX T to

ATQ_COF
RYAVIEVAVSE

) Information contained in the United Nations Ecoromic

Survey of Asia and the Far East, 19641, makes it possitle to
break down the distridbution of the Chinese GNP in greater detatl
thar was possible in C-M(60)39, The United Nations dntn con-
tnined breskdowns for 1952 and 1956(1). With the help of the

“rielal index(2) for the growth of net material product between
1956 and 1958, 1t has been possible to provide a breakdown bty
-paoctors-of -the GNR for the latter year; - The net mnteris]
product increased by L1% between 1556 and 41958, and it mny be
estimated that the GNP increased roughly by 35% for the same
period. It is assumed that the outpyt of agriculture and
industry increased by 4OX and construction somewhnt faster,
whilst that of commerce and transport increased at the same
rate as the GNP and .services increased anly very slightly.. To
arrive at the 1960 breakdown, which 1s used as a weight for the
annual rates of increase per sector for the perfod 1961-75, it
is ~stimated that between 1958 and 1960 the structure of GNP
remained roughly stationary, agricultural output decrunsed by
son 10%, industrial output and construction increased by 109
anu the value of commerce, transport and scrvices remained
roughly unchanged.

18. Tha breakdowns of the GNP in 1956, 195f& and 1960 are
given in the table below, and the rates of growth forecast for
the years 1961 to 1975, For the purpose of the forecast it
is ssumed that:

]
1

s ww.. (1) w@agricultural output will 1ncreéée slightly faster
than the rate of population;

S 2T -+ (411) - the expansion of infustrial output which was
expected in C-M(60)39 to be at the rate of 15% during
the period 1958-1970 will be slower &s a conscgquence
of the shortfalls in agriculture, and of the reduc-
tion 1In Soviet aid. After 1970 and up till 1975 the
adverse effect of the above-mentioned factors may be
reduced without allowing industry to increase zat the
10% rate which had bean originally éXpécted. Thero—-
fore the projected rate of industrial expansion has
been revised downwards to 13% for the perlod
1960-70 §instead of 15%) and to 9% for the pcriod
1970-75 (instead of the original 10%). These

~ -figures, im the light of the most recent developments
stressing the priority of agricultural development,
may be considered as the maximum sttalnable;

(111) transpdrt, remaining one of the major bott}enecks, is
expected to increase faster than construction, commncrce

and services;

. T7) Unitecd Nations Economic survey of Asia and the Far East,
’ ' 1961, page 93 ' ’
(2) Oop, cit.,, page 10
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‘(iv) commerce will incrcase at a slower rate than construction,
while urbanisation will require the output -of scrvices to
grow substantially faster f.han_ the population,

ngmggist China -~ National Product

Sectoré ; % of contrfbution Annual rates A8 % of

) per sector of incrcasec 1960

1956 | . 1958 | 1960 | 1961 | 1971 1975

| 70 | -75 |
(0) (D 1. T & ] ) [ )
hgriculture | LO b1 37 w13 5h
Industry . 22 | 23 ’ 26 13% 9% 135
Construction | 5 6 | 7 5% | 5% E 15
Commerce 13 13 13 T2 B P4 % 2l
Transport B 3.5 t L '.‘ g 7% 75 ' 11
Services 16.5 13 13 .5% 5%, i 27
d.ﬁ.P. ' 100 1 100 { 100 7. 4% | 6 _; 270 ?

E====:================é====================;
The estinated average annual rate of increase of the GNP for the
period 1961 to 1975 thus appears as about 7% (instcad of 7.9¥ as

anticipated in CM(60)39) and the present estimate may still prove
to be on the high side,

(a) Asian satellites

19« The national product of these countries is cxpucicd to
increase at the same rate as Communist China,

(e) Less—peveloggg Courfr es of the Frce World
20 Asia

The rate of increase for the GNP of the less-developed
countries, envisaged by the Secretary Genoral of the United
Nations in his report "The United Nations Dccade for Dcvelopmunt".
would seem to be a reasonablc target for the bulk of the Asinn
countries belonging to the group that has reached a st ge¢ of

. development. higher. than countries such as ,Afghanistan or Nopal,

provided that international political tensions do not disrupt the

N/.TO_CONFIDENTIAL -20-
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economic development efforts (for instance in India). China-
Tajiwan and the Philippines have, 1in the recent past, excceded

the proposed target. The rate of growth of GNP used for Asia in
the present paper follows the United Nations target for thc decade
up until - 1970 (5%) and is slightly below this target for the
period 1971-75 (6% instead of 6}%‘. Per capita product would

then increase.ai the rate of 3% annually up until 1970 and L
thoreafter, . : : . . w

21, Africa - . o s e ot

In Africa, north of the Sahara, the reate of indressc of
GNP envisaged by the development plan of Morocco (7% annually)
can be considered as exemplary, but the.situation in Africa, south
of the Sahara, remains at present much more confused, Many of
the countries that have obtained independence during recdent ygnrs
might have to consolidate their- economic situdtion beforc embnarking

2

A e —
parison with growth rates experienced during the period ﬁ?SS—ngis
probably 1ess relevant here than in other parts of the world

where under-developed countries had gained earliecr their own.
political. foundations on which to butld their economic expansion.
However, in view of the past results, the percentage used in the
present note for the annual growth of the GNP of African countrics
has been put at 5,5% up until 1970 and 6,5% thereaftcr, represcn-
ting s per capita growth of-3, 4% ap UNtIT 1970 and !, 3% thereafter,

22, Middle East )

) In the Middie East, development plans are gereranlly
more asmbitious (Egypt 8% and Iraq 9% increase of GNP per ycar)
than the targets proposed by the United Nations, but it remains
doubtful if such a rapid growth can actually materialise. The
rates of annual growth of GNP used for the Middle East in the
present rmote are 6% up until 1970 and 6, 7% thereafter, representing
a per capita product increase -of 3, 7% during the first decade nnd
e 4% thoreafter, - . -

23, Latin ‘merjca

Latin Ameri=an countries as a whole have already
experienced GNP development rates of 5, 1% during the last decedc,
The most advanced countries (Argentina, Mexico) have, however,
failed since 1957 to maintain this average rate of development,
“hile in 1957 1t has been estimated tbat_the average rate of GNP

~growth T Tatli Amtrice had been 7%, this rate is said to.have

dropped: to sbout 4% in more recent years. - At the snme time the
population growth has spceded up to about 2, 9% per year.
Brazil's growth rate, which had been about 6% annually, was in
1961 reduced to roughly the rate of increase in population
(3.19). In view of the rehewed efforts to assist the develop-
ment of Latin imerica countries, the rate of annual growth of
GNP for Latin America as a whole has becn put at 7% per yeor,

to be maintained during the cntire period 1960-75, rusulting in
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a per capita product increase of L% per year,

24, On the basis of the above-~mentioned considerations, the
various percentages used, slightly above the targets proposed by
the United Nations, may be considered as the most optimistic rates
of econdmic progreas in the less-developed areas of the free
world that can reasonably be hoped for.

I1I. POPULATIO R TION
A,  Iota)] population
(a) NATO countries .

25, The statistics on poplation for NATO countries arec
from the OECDP Report, Demographic Trends 1956-1976 1in Western
Europe, and in the United States, of August, 1961. * The popula-
tion data represents the end-of-the-year figures, -For Canada
and. Greece, use was made of the OECD general statistics for the
ycar 1960 and: the 1970-1975 projections have been based on the
annuAl rate of increase eéxperienced in the pcriod 1953-19%9

."given in the_Un;tpd Nations Demographic Yearbook 1960,

. (bY . USSR apd- Furgpean satellites

26, For the USSR use has been made of the report by the
Expurt Group on Demographic Trends in the USSR (AC/427-D/59 -
Lth January, 1961). In order to make figures comparable with

N..TO countries, end-of-the-year estimates-have been made, taking
into account the annual avetage'rata of increase(1),

27, -The population of the Buropean satellites 1s based on
the most recent United Nations statistics available(2).
Projections for 1970-1975 have been made on the basis of "The
Future Growth of World Population", New York, 1958, allowing for
ad justment for end-of-the-year estimsates, : '

(1) The figures in document AG/127-D/50 are mid-ycar 1960 —
243,973,000; mid-year 1970 - 246,218,000; mid-year 1975 -
263,431,000, ‘

(2) "United Nations Statistical Papers, Series A, Volume XIV,
NO. 2 - Population and Vital Statistics Report — Data
available as of 1st April, 1962," .
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Population of Europeen ellites

i : L Latest official g Annual } Projections in
Countries estimates avoerage L millions
[ Popu- ratec of |
' . .. .| Date _ |lation _| 1increase _’end 1970 1975
: in 000 ' 1953-59 11960
© *1bania 2,10,60 | 1,625 5 4 1 1.6 1.9 2.2
. Bulgaria 1.12,60 | 7,867 1% 7.9 8.7 9, 1
. Czechoslovakia | 1, 3, 61 13, 742 1;1% 13,7 1 5.1, 15,7
East Germany ‘
including -
East Berlin - 34. 12,60 | 17,4189 - 17.2 17.5 17.9
Hungary 1. 1.60} 9,976 | 1% 10,1 | 11,1 | 11.6
Poland - | 6,12.60 29,731 |- 1,88 '29.8 | 3.8 | 35.5
Roumania 1. 7.60} 18,567 ' 1, 3% i18'6 20,8 | 21.8
PORAL - - ¢ o e e o a4 - - 198.8 1109.9 1138

szzw_ﬂ
28, The estimate of the population of Communist China in

1960 (689 million) contained in the United States Research Memo-

randum REU-6 has been used as a basis for population forecasts

for that country, 1t should, however, be noted that this eatimnte

is hardly consistent with the (estimated) mid-1958 figure given in

the United Nations Demographic Yearbook for 1960 (669 million)(1),

which would suggest a mid-1960 population of over 700 million,

Projections for 1961 to 1975 are made using the average annunl

rates of increase forecast in the United Nations publication

"Future Growth of World Population",' with the revised 1960

figure (689 million) as a base,

29, Concerning the Asian satellites, on the basis of thc
information available in the "Economic survey of Asia and the
Far East", published by the United Nations, 1962, the population
at end 1960 totalled 24,750,000, It will be noted, however, that
rccent census of population in a number of Asian countries during
1960 and 1961 show important discrepancies in the rate of growth
in most of the countries concerncd over recent years(2).

$1§ Page 1 | 24 instead of 1, 3% |
2 India ; nstead o . .
L S - 1 8%‘ ._ . -

8&0th KBrea™ 2.9% ™

Pakistan 2,26 " 1. L%
Phillipines 3,2% " 2, 6%
Thailand 39 " 1, 9%

L P (8}
(Economic Survey of .sic and the Far mhst, 1961, page 117).

TO CHONFILETILL
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This upward revision of rates ot increase of population is
apparently taken into account in the United States Research
Mcmorandum, which gives a total population for- 1960 of 27 million
for North Korea, North Vietnam and Outer Mongolia, This latteor
figure has been adopted in this paper, Projections for “9./0 and
1975 have been based on the rates of increase given in the United
Nations Report on "The future growth of world population",

(c) Less-DPevelo Countries of the Free World ~

30, According to the United Nations Demographic Yearbook
1961, the estimated total population of the less—developed
countries of the free world amounted to 1,319 million, out of a
total world population of 2,995 million, The discrepancy
between this figure and the world total of 3,003 million used in
the present study results from readjustment of population
figures for the European Soviet bloc and the Asian commnist
countries, Projections for 1975 have been based on the continu-
ation of the trends calculated 1n the United Nations Demographic
Yearbook for the period 1953-59 and in accordance with the
developments as described in the United Nations population study -
1958 ~ "The Puture Growth of the World Population", Recent
census have revealed.that the rates of in¢rease used so far are
on the conservative side, The projected incrcase in population
of the less-developed countries may therefore be considered as
a. minimum astdmate.~

B.. ..
(a) NATO countries

31, The statistics on population of working age of the N.TO
countries are given in the OECD report of August 196t mentioned
above(1), - For Canada and Greece, the present ratio between
population of working age and total population has been applicd
to the total population estimates of 1970 and 1975.

-26~

32, ' The differences in statistics with C-M(60)39, in parti-
cular apparent for 41960, are a consequence bf the methods followed
in calculating this data, In C-M(60)39 the population of working
age was estimated by applying the ratio between this population
and total population of 1951 to the 41955 total population figures,
on which the extrapolation was based for the years ‘965 and 1975,
In the present note, use has been made of more reccnt figures
given in the OECD report of August 1961(1).

(b) USR

33, Figures orn population of working age for the USSR have

~ been calculated on the basis of the report of the demographic

experts (.\C/127-D/59).

(1) See paragraph 17,

- N/.TO CONFIDENTIAL -26-
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(¢) Eurgnean sntsllites

34. Figures included in Tedble II for the Furopec:n
sntellites have becen calculated using the same proportion of
working population as related to the total popul~tion which
has been used in C~M(60)39,

IV. PHYSICLL PRODUCTION

35, The figures are from the United Nations Statistical
Yearbook, 1961, The estimates for encrgy production =re
based on output of coal, lignite, crude petroleum. natural grs
and hydro-electricity, Conversion to metric tons of hard
coal equivalent has been based on the calorific values adopted
by the United Nations,

«27=- N.TO CONFITEITI..L
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LONG-TERM ECONOMIC TRENDS IN NATO COUNTRIES
i

-~ SPATISPICAL TABIES -

A
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o . .TABLE I: POPULATION.(1960-1975)
. ﬁ;-' E Projections
b— - Areas . -
; i 1960 1970 ~ 1975
' A () BN €9 I S ¢, GI ]
. e (millions)
1. Tbtal NATO ' 736 B35 | 5613
United Statps and Canada 199.1 233.4 254,.,6
.~ Other NATO countries 276.5 300.1 312,7
_2._Spviet bloc 25,0 | 3580 - | 380.0
' USSR 216,0 A8,0 266.0
+ Europenn santellites 99.0 ~110,0 | 14.0
S. Apian Communist countries 16,0 873.0 980,0
i Communigt Chinn 689.0 Buo,0 a2,
" Asian satellites 27.0 33.0 38.
| e - - 1960 - JOO - -
Ay Thtal NATO =t 100 32 _ 119 ﬂ
. United States and Canada 100 437 - { 128
' Other NATO gountriea 100 1109 113
5, Sbviet blop - 100 k- - | 121
) USSR . e impmee —n} 200 - 235 - fae3 |
l ‘ European satelutea R 100 110 115
| 6,- Aedan-Communist- countries ~=| 200 T 122 | 13z
~Communist China 1 100 122 136
Asinn satellites 100 122 40
Total NATO = 100
7. Total NATO 100 100 T 100
United States and Canada L2 T Ly L5
‘Other NATO countries ] 58 56 55
8, Soviet bloe 66 62 (¥4
USSR L5 L6 L7
European satellites 21 21 20
9. Asian Communist countries 150 164 10
Communist China p LTI 157 166
Asian satellites 6 7 I

g
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[1% Q . .
A '
mnur;gn gr "WORLD Pog;mnox(l)
. . 1950 P P L A
‘ fof =t % O
A' . _ m Q;:m !!JLL;’.OT)" T J
1, ' . 2 — -1 . DR DU ST
_Total -NATO - 76 15,8 567 | b
European neutrals, Japan, -
- Austrnlias, New ﬁeale.nd { :
and S.outh Africa . 153 51 182 4,6
Tota uqtrialged - "
___Jﬁﬂco‘m 2 629 29.9 49 12,0
88- trd.e \ '
AB’.B N 800 26.7 1'W5 ?7‘} ’
Africa , . 225 7.5 307 7.9
Latin America 200 6.6 285 7.2
Middle East : * 90 3.0 125 3,2
Oceania’ ) L 0.1 5 0.1
tal lesa-deve i
F. COMMUNIST BLOC: .
1, European Soviet Bloc 315 10.5 380 | 9.6
2, Asian Communist Countrjes | 716 23.9 | 980 ' | 25.1
woRLD TOTAL'2) 3,003 100,0 3,940 |100.0
(1) Source: "United Nations Statistical Yearbook" and “"The
Future Growth of World Population", United Nations
publication for a11 other countriea than those detailed
111 Table I, - -
v (2) ~"1‘ha difference betweén World total and the sum of free ‘

NATO CONFIDENTIAJ

warld plus Communist area is due to the inclusion in the
world total of: Cuba - population 1960: 6,9 million;
in 1975: 9,6 million, Yugodslavia - populatim 1960

18, 5 million; 4in 1975: 22,6 million,

1w
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POPULATION OF WORKING AGE (15-64)
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B Areas 1960 1970 1975
- (milliona)

1. TOTAL NATO 297 329,9 347
USA and Canade 119 139.4 150.3
Other NATO countries 178 190.5 196.7

2, SOVIET BLOC 202 229 245

""USSR 135 154 167
European satcllites 67 75 78
e (1960 = 1Q0)
3v. TOPAL NATO - = . . - 100 111 117
* USA and Canada 100 117 126
' Other NATO comntries 100 107 111

L. SOVIET BLOC 100 113 121

'USSR . 100 114 124
... Buropean satellites 100 112 ¢ 116
- : - (Total NATO = 100)

45, .PORAL.NSTO. . . - 100 100 200 .
Usa and Canada Lo L2 L3
Other NATO countries 60 58 57

6, SOVIET BLOC ' 68 69 71
USSR ' L5 L6 us
European satellites .23 23 23
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- TABLE III
GROSS NATIONAL PRODUCT

... -Areas : o 1960 1970 | 1975
A, Projected Growth e . (1960-= 100}
1, TOTAL RATO , 100 49 183
~* USA and Canada - 100 149 183
NATO Europe , 100 149 183 .
2, SOVIET BLOC , 100 174 226
USSR ' 100 177 233
European Satellites: 100 165 208
3, ASIAN COMMUNIST BLOC - 100 197 276 ¢
Communist China ) 100 -~ 197 276
Asian Satellites 100 197 276
B. Projected National Products gui A billicn, 1960)
“f; w0taL maTO T 911.0 | 1.361.9 l1.665.6
* © ' USA ond Canada” : 543,.9 813.1 9 L
NATO Europe 1 367.1 548,8 671.2
2. SOVIET BLOC f 322 560 127
USSR | 231 410 - 538
, Buropecn Satellites 91 150 189
3. ASIAN COMMUNIST BLOC 9 .19 221
Canmnist China 88 173 L3
Asian Satellites 3 ‘ 6 8
o T (Total NATO = 10
4., TOTAL NATO 100 100 100
USA and Canada 60 60 60
NATO Europe L0 Lo Lo
5. SOVIET BLOC - 35 41 bl -
USSR 25 30 32
European Satellites 10 11 12
6. ASIAN COMMUNIST BLOC .40 o Aa 12
" Communist China 9,7 12,6 14.6
Asian Satellites 0.3 0.4 0.4

NATO CONFIDENT L.IL, ~30m
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TA.BLEIV ‘

i "7 gRoss NATIO%ff ESEEECT PER HEAD
oL i : i : .
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"ANNEX 11 to

[
+
'

L .o .
— i e} —— -y _
. . i Area 5 1960 1970 | 1975
1. [OTAL NATO ; 1,972 3,660 3,0U5
! USA nha Canada i i | 2,727 3,527 1 3,905
- =} NATO Burcpe- © 1~ ;"1 »LOO L:9h3 295
2, SOVIET BLOC - | 1 1,03 1,577 | 1,978
' . USSR ' 11,079 1,666 5,045
o EuropLan Satellités | 923 1,375 . | 1.663
3. ASIAN COMMUNIST BLoz 127 . 205 . 256
- .}_Commuhigt China | e} 128 - fees, 20B- - 258
'”“'7'Aaia:h3atellitesi1 ! i 113 ‘ lgg 211
. } " 3z
o i P — M
. ‘ . . :: ; : ( i ' ( de g = 100)i {
L. TOTAL NATO : ¥ 11 7 100 1135 | | 15k
) ; by t . ) : N
{ USA and Cumda T L2000} . 29 F-- 143
- ~<"NATO Fafope i , 10p 1135 164,
5e SOVIET BLOC Ee b 100 t152 - | .- 186
' ussw. ! N { | 10 ' 154 - 189
EubOann Satellitqs v 100 149 . 18p
6, ASLLN COMMUNIST BLOG .. d_..mn,gloo.~-u;~n-7&61~-w~j 20@
i Commupist Chinn 1 ] r100 F r161 202
. AsianjSatellites :. i1 . 100 1161 1 202
{ ' | . v : ' v i i — i
T T I B " ' v b (Iotal NATO =.100)
7: TOTAL NATO i 1 1000 | 100 100
] : §
. Usa ld Cannda ; 138 ; 133 128
' 'NaTo urope . ; 71 13 75
8! sbvxET 3LOC T 52 | 59 63
: 'uosn , 5 ! 63 67
. | Buropaan Satc111tLa T IS B 52 55
9.. ASIARN CAMMURZST BLob, I 8 8
 Commurist China |, ¢ | 2 i 8 8
I Asian iShtellites |, L v 7 7
—fm .L 1 i ;i ;
e wmdeean o~ |- R I L. -

et - — . —
[
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TABLE VI

N.
ATKNEL II to

A
4%

TC _CCNFIDINTINAT

& 127-1/ 173

'NCE_BETWEEN THE GNP TPER HE:D CF THE
3E:umunﬁin?ﬁ?EﬁTﬁﬁTE*

OONTRIES

\ e

gy

(£ per hend)

Differcnce between GNT per head of the lLess- ’
Developed countries
\ren | ond NATO GIP per and Soviet bloe ol
—_— heed per heand
in in incrense in incrensce
19601 197511975/60 1960 1972: /60
Frce World
africa 1,7221 2,615 + 893 7841 1,498 + 714
Middle East 1,622 2,4201 + 798 684 | 1,303 + €19
Latin .amerieca 1,472 2,145] + 673 5341 1,028 + 4oy
C omm t World
Communist China [1,84L4} 2,787] + 943 06| 1,067 + 7AL4
Aslon Satellites 1,859 2,834 + 975 921} 1,717 + 796

= = s
N ATEE AT
s 2
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