
" - - - - F CONSEIL DE L'ATLANTIQUE NORD 
NORTH ATLANTIC L- -. .--- 

OR I,GIXLL : GITGLI SI 
m-IFebruary, 1960 

NiLTO CONI? IDZNT ULL 
DOCUIvEMT 
iLC/89-D/29( Revisedl 

Note by the   Internct ional   Secretar ia t  

The purpose of the  present  paper i s  t o  examine the 
prospects f o r  fu ture  economic growth i n  NILTO countries and i n   t h e  
Communist bloc, The datct given i n  the pe.per are based on s tudies  
made by govtxwnents,  internc?tional  orggnizztions and pr iva te  
economists and nre  considered E f a i r  concensus of  expert views on 
future  long-term economic growth. I n  view of  t h e   v i t a l  
importance t o  NATO of events i n   t h e  underdeveloped areas of the 
world,  the Sub-Committee ,found i t  advisable t o  supplement the 
csinpzrative s tudy  with a brief   sect ion on possible economic 
developments i n   t h e  underdeveloped  countries  during  the  period 
in  question. 

2. ?he m i n  conclusions o f  the  paper are as follows: 

Relt-.tive posi t ion of Nlim countries and the  Eastern 51oc 
f 9 1  

(a) The re la t ive   pos i t ion  of the  Soviet b1oc'"'economy as 
compzred with thc t  of N,I,TO countries w i l l  f u r the r  
improve in  the  period  ending  in 1975. 

","* 

( 3 )  The present  report  brings up t o  date  the  previous  studies on 
comparz.tive economic t rends  in   the NiLTO countries and in   t he  
Soviet  bloc, (see C-X(54)99, C-M(55)119, C-M(56)131). 

(2) The Soviet bloc should be understood t o  include  Russla and 
the  European Satell i tes.   References t o  China a re  made 
separately.  
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1 

(1) The Soviet  bloc growth w i l l  be  especia1l.y: rapid i n   t h e  
indus t r i a l   s ec to r  which will expand su’Js tant ia l ly   fas ter  
than tha t  of NATO countries. 

( c )  China w i l l  emerge a s  a m J o r  i n d u s t r i a l  power i n   t h e  world 
and her  heavy  industry m,ay even reach t h i r d  rank among 
industr ia l   countr ies ,  . . . . . . . .  . . . .  

(d) By 1975 the  national  product of the  Soviet  bloc w i l l  
exceed by about 18% t h a t  of European Ni30 countries; it 
will cons t i tu te  . . . . .  . . . . . . . . . .  47% of the  national  product of a l l  IGTO 
countries, 

. . - .  , 

( e )  The dfffercnce  in  standard.  of  l iv ing  between North.l”merica 
and most Europe,m WLTO countries on the  one  hand Land the  
Soviet.  bloc’ 3n t h e   o t h e r   k i l l  ‘be reduced  although  the 
Vestern advantcig6 Wiil not- disappear. 

( f )  There seems t o  be no chance that   the  USSR w i l l  overtake  the 
United S ta tes   in   l iv ing   s tandards  and pe r  capi ta   indus t r ia l  
output by 1970, as boasted by Khrushchev, 

(g) The present  margin between the  Soviet  and United  States 
r a t e s  of increz.se in  output per head w i l l  probably be- .. 
reduced; the Soviet   rate of expansion will. decline some- 
what,  while that of t he  United  States i s  expected t o  r i s e .  

. . . . . .  

Implications f o r  the  underdeveloped  countries 

(h) I n  the underdeveloped countries  the  rapid growth o f  the  
Sino-Soviet  bloc w i l l  provide a striking  demonstration 
of‘ the   e f f ic iency  of  communist methods and ‘an ef fec t ive  
propaganda argument f o r  the communists, At the same time, 
the growing. economic po ten t i a l  of‘ the bloc w i l l  increase 
resources  available f o r  the  Soviet economic of fens ive   in  
these count r i e s .  

( i )  The growth o f  t he  NATO countries w i l l  provide increasing 
mmkets f o r  t h e   t r a d i t i o n a l   - e q o r t s  of underdeveloped 
countries. It would be wrong t o  expëct’however ‘thct .. 

increased  exports will go z long way towards sa t i s fy ing  
the  popular  aspirations f o r  improvement in the  economic 
conditions of these  countries,  

The reFLl t e s t   i n   t h e  underdeveloped  world w i l l  be the 
z b i l i t y  of these  countrics t o  achieve econbmic progress 
and industrialis2.tion  without  adopting Coimunist  methods. 
Unless the peoples of these  areas become convinced tha t  
t h e i r  own p o l i t i c a l  systems a r e  a l s o  capa3le of’ bringing 
about  not  icep.ble  ecmomic  progress and especially 
indus t r i a l i s a t ion  it  w i l l  be d i f f i c u l t  t o  avoid  that some 
underdeveloped countries choose Conmunist methods, 
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(k) Trade with and a id  f rom the  West i s  of parLamount 
importance f o r  the economic  development of  the less- 
developed  countries, Future  success o r  f z i l u r e  in 
their   struggle  against   poverty will t o  Q large extcnt 
depend upon po l i c i e s  adopted by 'Jestern  countries. 

3 .  Some implications for N ~ ~ T O  (I) 

(a) Milits: "- the  Soviet economy w i l l  continue t o  be 
suf f ic ien t ly   s t rong  t o  provide  the economic '~?.se f o r  
the m i l i t ? r y  s t rength which the  USS2 mthor i t ies   dec ide  
t o  maintcin i n  the   l igh t  of  p o l i t i c a l  developments. 

(b)  PO qganda effect-s l,n 'Gestern  colgtries:  the  continued 
r$d growth o f  the  Ssviet  economy m 1 1  inspire  respect 
f o r  Soviet  achievements, The propaganda e f f ec t  i n  
developed \.:Jestern countries w i l l  probably  be  limited. 

(c)  Foreign Trgde: although  Soviet  trade, especially with 
se lec ted   couî t r ics  w i l l  increase  substantially,  i t  will 
s t i l l  i n  19-75 cons t i tu te  a re1,n.tivel.y smll percentage 
o f  world trade,  

(l) Studies o f  these problems could be undertEken i n  NPLTO if s o  
desired, 

-3- NLTO CONFIDENTli'LL 
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* INTRODUCTION 

4, il. grw.t  deal of  time  cad thoughthas been devoted i n  
recent  years by governments and international  organizations,  as 
well 2.s by p r i v a t e  economists, t o  the  examination of  the  prospects 
f o r  fu ture  economic growth o f  d i f fe ren t   count r ies .of   the  wcrld, I n  
s p i t e  of inevitaljle  divergence of views, there  is on the  whole 
fair ctgreernent on what these  prospects m i g h t  be,  given  reasonable 
assumptions on possible  future  events, 

5. The Sub-committee on Soviet Economic Policy  considers 
that   %he  estimates  presented  in t h i s  paper cre a f a i r  concensus 
of expert  views on fu ture  long-term  economic  growth. In  view of  
the  repercussions which  changes in   t he   r e l a t ive   pos i t i on  of the 
economies of NATO countries and o f  the  Sino-Soviet  bloc m,ny have 
on the   pos i t i on  o f  the  i,llizl.nce, t he  Sub-Committee wishes, t o  draw 
the a t t e n t i o n  of  the Economic Committee t o  the  estimates  presented 
i n  t h i s  paper, 

6. The estimates of future  economic growth are based on 
the  following as sumpt.i ons : . .  

(a) that  the present  geographical  boundaries of t h e   L t l a n t i c  
Alliance and of the  Soviet  bloc(1) w i l l  remain  unchanged; 

(b) that  there  will 'be no mnjor war; 

( c )  SO fa r  as the  XiTO countries  are  concerned, it is assumed 
that there  w i l l  be no deep  and  widespread economic 
recession and no disruption of  raw material supplies; 

(d) the  assumption is  also made that   over taking  the West w i l l  
remain a prirmry goal  of economic pol icy of the  Soviet  
bloc. 

7. Lny attcmpt t o  compare leve ls  of t o t a l  out-put i n   d i f f e r e n t  
coun t r i e s   r a i se s   spec ia l   d i f f i cu l t i e s ,   e spec ia l ly  between countries 
whose  econc;mic s t ructure   differ   widely,  as do those of the NATO and 
Soviet   countries,  The composition of output  varies  between 
count r ies ,   re f lec t ing ,  f o r  exemple, differences  in  the  techniques 
used, o r  i n   t a s t e s ;   t he   p r i ces   pa id  f o r  spec i f i c  goods md 
services  vary widely.  Different methods of comparison a re  
possible,  which w i l l  g ive  r ise  t o  somewhct d i f f e ren t   r e su l t s .  

8, Although  estimqtes  in t h i s  paper  have  been  given as 
s ingle   f igures  and not a s  ranges., they  should be interpreted 
allowing f o r  the  margin of uncertcn,inty  which is inevi tab le   in   fore-  
c a s t s  of t h i s  kind. The Sub-Committee f e e l s  th8.t t h e   d i f f i c u l t i e s  

~~ ~~ ~~ ~ 

(l ) The Soviet  bloc  should be understood t o  include Russic. and the 
European s a t e l l i t e s ,  References t o  China are made separately, 
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i n  comparing countries  with  different econ0mi.c s t ruc tures  and the 
margin of uncertainty  in   forecast ing do not  affect   the main 
conclusions of the  paper. 

9. The tab le  below shows for NLTO countries and the 
communist bloc  rntes  of  growth in   recent   yems a s  well as   the 
r a t e s  on which f o r e c a s t s   i n   t h i s  pP..per have  been  based. 

NILTO and corrrmunist  bloc  annual  rates of expansion 

1951 - 1958  1958 - 1975 

United  Stztes m d  Canada 3*3(’ 1% 3.6% 
NATO Zurope 5.0 % 3.7% 

~~.~~ 

USSR 6,7 ’ % 5.8% 
Sntellites 6.5 % 5.0% 
Chinz 6 - i l (  2 ) %  7.9% 
””“~””””“~””“””””“””””“--””--- 

Differences  in  NATO 2nd Soviet   bloc  rates of eLxpznsion 

3-0: The Russian  eccno h m  been  expmding  very  fast i n  
r ecen t   yec?~s~   Ws te rn  stu ents  general ly  es t i rnc te   th i s   ra te  o f  
growth a t  6.7% between 1951 and 1958; some estimates w e  even 
higher,  ranging up $0 8-g$. The’ Soviet  rate of economic growth 
seems t o  have exceeded  th2-t of a l l  NATO countries, with the   s ing le  
exception of Germany which, at the  beginning of the  period, vms 
s t i l l  effec.:ing a very  rapid  but  delayed  post-war  recovery.. 

” ”+P 

11, The Russian economy’ S rcpid progress  has  been made 
possible by t h e   a b i l i t y  of the  government t o  restrP&in  the gr-owth 
of  standayds of l iv ing ,  2nd t o  devote to investment S lage share 
(about one quarter)  of t o t 2 2  resources.  Investment  has  been 
concentrz.ted on sectors  most  l i ke ly  t o  contribute t o  i n c r e m e s   i n  
output ,   in   par t icu lar  on industry;  investmeat i n  housing and other  
social  investment  has  been  kept  very low, The la rge   na tura l  
res3urces o f  the  Soviet Union  h3ve f a c i l i t a t e d   i n d u s t r i a l  growth; 
this  growth has z l s o  been a s s i s t ed  by a rapid  . increase  in   the 
labour  force, and by large  trmsfei .s  of surplus  labour from 
agriculture.  

i- 

(l) The r c t e  f o r  the  United  States and Canada has been calc.ulated 
f o r  the  years 1951-56; f o r  1951-58 the   ra te  of growth, 
influenced by the 1957-58 recession, WES 2.3%e 

( 2 )  Zstimates for the rate of economic  growth of  China  vary 
widely; see,  for example, Ta-Chung Liu in   imer ican  Economic 
Review, l.‘Iz.y 1959 and Wilfred  Malenbarn, American Economic 
Review, June 1959. 
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12, The growth of the  Russian economy has  been pa r t i cu la r ly  
rapid in   t he   i ndus t r i a l   Sec to r ;  i:i'estern estimates  give  rates Of 
8-9% per yep-r, and it is  t a  be  expected tha t   indvs t r ia l   p roduct ion  
i n   t h e  USSR w i l l  expand by about 7% per year.  in  the  future.  jilthough 
the growth r a t e  is thus  declining i t  will s t i l l  be subs tan t ia l ly  
above tha t  of X,TO countries. 

13, It is  t o  be expected, however, that   the   Soviet   ra te  o f  
economic growth w i l l  decline i n  future.  New soc ia l   forces   a re  
exerting  themselves, whieh the  present  leaders are  try$ng t o  d i r ec t  
and contain. .  The government hcs, however,  been led t o  pcy greater 
a t t en t ion  t o  the  needs of %he  Russian  people,  notably by granting 
g r e a t e r   p r i o r i t y  t o  housing and agr icu l ture  and by reducing  working 
hours, The government i s  also facet! with a ?harp .reduction  in  the 
r a t e  of increase,   in.  the population of working age, re f lec t ing   the  
reduct ion  in   the  bir thrate   during  the '  war years; . t h i s  problem is ,  
however,  temporary,  and the s i tuz t ion  will imjrove aga in  around 1964, 
i ~ l l  these problems  ,have  been  affecting  the  rate of growth of the 
economy md will continue to - .do  s o  i n   f u t u r e ,  However, the  recent ly  
announced in ten t ion  of demobilising 1.2 mil l ion men should  help t o  
improve the  manpower s i tuat ion  during t h i s  period.  Another  factor 
t o  be kept   in  mind i s  the  exis tence  in .   the  USSR ,of a large manpower 
reserve   - in  the ag r i cu l tu ra l   s ec to r  of the economy, Recent 
development  suggest  that  the  Soviet government has been  coping f a i r l y  
successful ly  with the  question of increasing  productivity;   the 
educational  reform m y  well pay' subs tan t ie l   re turns  and  %he  intro- 
duction of mass production methods of ce r t a in  key products, such as 
machine t o o l s ,  has been  very  successful  according t o  some Western 
observers, It w:::uld, therefore,  be  imprudent to  expect a sudden 
sharp  deci ine  in   the  Soviet   ra te  of economic growth, 

14. The economic prospects of t h e   s a t e l l i t e s  seem l e s s  
favourable  than  Russia's, . Ee.stern  Europe i s  n o t  s o  r i c h   i n  raw 
mater ia l s  8s the  Soviet Union, The small s a t e l l i t e  economies a re  
v i t a l l y  dependent on foreign  trade,  and  have been umble t o  f a r  t o  
achievc  the  degree of in te rna t iona l   spec ia l i sa t ion  which is  necessary 
t o  the achievement of E\. -h igh .  level-  of productivity.  They have, i n  
p a r t i c u l a r ,  been  unable t o  develop and t o  s h a r e   t h e i r   n a t u r d  
resources  effectively,  Unless.  they can i n   f u t u r e  develop e f f e c t i v e  
methods of co-operation,  including  rational  pricing methods i n  
fore ign   t rade ,  it i s .  l i ke ly   t ha t   t he i r  f'uturc  economic growth will 
only with d i f f i c u l t y  match tha t  of Russia, 

l5* 'Somc--decline. i n  the   r a t e  0.f expansion i s  a l so   l i ke ly  
i n   t h e  Curopean N,';TO countries,  Some of them w i l l  experience,   l ike 
Russia, a decl ine  in   the rat,e of growth of the i r   l abour  f o r c e ,  
r e su l t i ng  from the   reduct ion  in   the  bir thrate   during  the war yecrs. 
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In  most NATO countr ies   resources   me now ' fu l ly  used; a t rend 
towards a rcduct ion   in  working hours hp-s begun i n  many countries. 
These developments will, however,  be o f f se t   a t   l ea s t  t o  some 
cxtcnt by the  grezt  increase  in  investment o f  reccnt years, 
2nd probably also by the progress i n   i n t e rna t iona l   spec ia l i s a t ion  
of thc :';urope,o.n economies  which current e f f o r t s  a t  cconomic 
integr?.tion  should make possible,  For  the Six i t  h3.s thus been 
bs t imted   t hc t  an additional  increase of  GNP o f  O,5$ per mum 
mzy resul t  f r o m  the  creation o f  the  Common Market.  These 
fzc tors  have  been taken  into zccount in   the  resent   report  by 
estimtlting  the  future  rate of growth a t  3, somewhat higher 
than  the  estimates  published  in April  1959 by the O X X C .  

16, I n   t h e  United S tz t e s  and Cmada it i s  e q e c t e d  thF.t 
the   ra te  of economic emans ion   wi l lxrna ln  c lose  t o  t he   l cve l  "Y' 
achieved  since '1950. The r a t e  of increase  in   the labour  force 
in   those  countr ies  will rise somewhat, ,and it i s  considered 
that t h i s  will offse t  t o  a l c r g e  extent t he  influence o f  m y  
fzc tors ,  such as fur ther   reduct ions   in  working hours, which 
might slow down economic expansion i n  f u t u r e ,  

17. lLny  forecast of economic growth i n  C,hina i s  pa r t i cu la r ly  
di . f f icul t ;  f o r  exaïnple, there  i s  some p o s s i b i l i t y  tha t   the  
extremely  harsh  policies of the governmcnt will eventudly   l ead  
t o  8 strong  popular  renetion. There i s  no sign of t h i s ,  however, 
and s o  far the  Chinese Com-mnist government hcs gradually 
established  very complete control  o v e r  the  country.   In view of 
the  presenS  underdeveloped s t z t u s  o f  the  Chinese economy, it i s  
extremely d i f f i c u l t  t o  mcke meaningful  forecD.sts f o r  the growth 
of the G3TP of China, If the  Sub-Committee has  included 2. f igu re  
of - log$ per year   in   the  table   in   paragraph 9 above t h i s  has 
been done fuLly knowing t h a t   l i t t l e  weight should be given t o  i t ,  
More meaningful in   this   context   are   indiczt ions o f  fu tu re  
indus t r i a l  developments i n  Chinn, It would be u n r e d i s t i c  t o  
assune tha t   the  communist loaders w i l l  not  be able t o  impose on 
their   people   the  sacr i f ices   required f o r  achievement of t h e i r  
ambitious  policy of i ndus t r i a l i s a t ion .  On this  assumption a rate 
o f  growth of  industr ia l   product ion as high &S. 2\55 might well be 
sustained  over   the  greater   par t  of the  period  considered. 

u"hanges-i=cn__the re la t ive   pos i t ion  of NATO countries and of  th2 
d Soviet  bloc 

be a fu r the r  improvement in   the   re lz t ive   pos i t ion  of the Soviet 
bloc as compared with NliTO countries. 

18. The main chance which is t o  be expected i n   f u t u r e  w i l l  

-7- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



-8- 

Projected Gross National  Products 

1. 

2. 

3 .  

Tot al KLTO 
Unit.ed S ta t e s  and Canada 
NLTO Zurope 

‘ 
Sov ie t  Bloc 

China 

195 8 

100 
61 
39 

34 
24 
10 

7 

1975 
100 
61 
39 

47 
34 
12 

13 
The t o t a l  output o f  the  Soviet   bloc,  which now represents 

c;bout 34% of that of WLTO countries, i s  l i ke ly  t o  increase t o  about 
h”$$! of t he i r   ou tpu t   i n  1975, The most  s t r i k i n g  change w i l l  be i n  
the  cconomic balance  in  Europe; i t  appears  l ikely  that  by 1975 the  
national  product of t he  Soviet  bloc will exceed by 18% tha t  of 
European NATO countr ies ;   a t   present  the output of these  countries 
still exceeds tha t  of the  Soviet  bloc by about 15%. 

Russia w i l l  f u l f i l l   t h e  “basic economic task” assigned  her’ by 
Khrushchev of overtaking  United  States levels  of productivity zmd 
l iving  s tandards by 1970 at   the   lp . tes t ,  , .  The following table gives 
a comparison of GNP per head in  NATO countries and i n  the  ‘Soviet  bloc. 

19. There  seem’ t o  be not t he   s l i gh te s t  chance,  however, t ha t  

Gross National  .Product  per Head 
(1958 dol la rs )  

Soviet Bloc 
USSR 
C e s t  ern  European  Sat e l l i t  es  

T O t  31 NiITO 
United  States and Callada 
NATO Burop e 

Soviet Bloc 
USSR 
Eastern European S a t e l l i t e s  

147 
67 
51 
53 
46 

135 
72  
64 
67 
56 
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Output per  head i n   t h e  USSR i n  1958 was l i t t l e  more than 
half  the  United  States leve l ,  although 1958 was a recession year f o r  
tha t  country.  Over the  long  term,  output per head i n   t h e  United 
States  has. grown very  regulwly  by  about 276 per camnun, end there  is 
no appzrent  reason why this trend  should change. To achieve her 
proclaimed  Isbasic economic task ts ,  t he   r a t e  o f  increase of 
product ivi ty   in   the  Soviet  Union - now about 4-57% per  annum - wouX 
nearly  have t o  double - a quite  impossible goal, 

20. The Soviet Union is unlikely t o  metch the  United  States,  
even in   the  output  of  industry,   the   sector  t o  which  she i s  l i k e l y  
ta continue t a  give  the  highest   pr ior i ty ,  Her r e l a t i v e   2 o s i t i o n  
will improve; Russicm industyyi which is c?t present c?. poor second 
t o  Unitcd  States  industry, will by 1975 have  closecl much o f  the  g2.p. 

21. Sxpected  changes in   s tandcrds of l iving  meri t   special  
s t ten t ion ,  siilcG it i s  i n  terms o f  stzndards o f  l i v ing  that &my 
people, including, those l i v i n g   i n  underdeveloped countries,  will 
tend t o  judge the accomplishments o f  the  Sovict and- ; testern 
economic systems. h reduction  in  the  advantage i n  standards 
of l iving now enjoyed by North  lmeric?L and most Euro2can members of  
HîLTO i s  indeeG l ike ly  to t &e pl,n.ce, clthough  this advantage w i l l  
not  disappear  completely. ' I t  is  possible   that  c:msumption per head 
i n  some of  the more  prosperous  c i t ies  of the  Soviet Union, end i n  
such ERst Xuropean countr ies  as  East Germany and Czechoslovakia, 
v~i .17.  appmach the  l e v e l  reached i n  North Western Europe. The 
difference i n  Living  st,andards in   the  ' Jes t  and in   the   Sovie t  bloc 
i s ,  however, not  only  quantitative,  but also i n   t h e  r,mgc of choice 
of fe red  t o  consumers; itnd i t  remains t o  be  seen  whether p l m i n g  
methods in   the  Soviet  bloc will become suf f ic ien t ly  flexible t o  
pro-trig-e goods and services  as v,-,ricd as those s o l d  i n  the West. 

I. The posi t ion of Communist - Chinai-l) 

". 

22. It has alrep.dy  been  mentioned t h a t   i n  th:f.s connection 
f igures  f o r  Chineso GTP have l i t t l e  meaning since  they  can  hardly 
be compared with  s imilar   f igures  f o r  developed  countries. S t i l l  
t h e   f a c t  remcins that  a most s t r i k i n g  change on the  world economic 
Scene i s  likely t o  be the enhFLnceC wor ld  pos i t ion  of the  Chinese 
economy and, i n   p a r t i c u l a r ,  of her  industry.  L S  F, r e su l t  of  t he  
pol ic ics  of forced   indus t r ia l i sa t ion  fol lowed by the communist 
lop-ders,  China will by 1975 have emerged as  c? major  industr ia l .  
power; her  heavy industry may by then be the   t h i rd   i n   t he  wor ld  
2nd her to tc .1  iil(Iustria1  output  might  approach  the  present 
industrial   output of the  USSR - though by 1975, Russia' S i n d u s t r i a l  
output w i l l ,  o f  c3urse,  havc  risen  considerably. 

(1) For P. 'detai led  descr ipt ion of recent economic t ronds   i n  
Comnmnist China  rnd of fu ture   p rospec ts ,  see document 

C/ 8 9 -IiP/T 6 . 
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23. Chinr's  industry i s  a t  present  not  only  rather small, but c 

cllso technical ly  weds, China  produces l i t t l e  heavy  equipment, 
precision  machinery, complex e lec t ronics   qpara tus .  She has few 
engineers, 2nd these  engineers  often  lack  experience.  China, 
t he re fo re ,   rma ins  even today  closely  dependent on Russia and the  
Ezst Europe,m s a t e l l i t e s  f o r  the   t echnica l   a id  and v i ta l   suppl ies  of 
equipment  which are required f o r  her development programe, The 
vigorous  effor ts  which  she i s  making t o  remedy these.we&nesses are,  
however,  reducing t h i s  dependence rapidly;  China' S dependence on 
the  Soviet   bloc f o r  technical   a id  and supplies o f -  mnchinery will 
nut  disappear f o r  a long  time,  but  there i s  a good c h a c e   t h a t  by 
1965 a t  t he   l a tu s t  it w i l l  have become of secondcry  importance for 
the development of  the  economy. 

24. Such achievements will require the  accumulation of 
formidable   quant i t ies  of capi ta l ;   they w i l l  a l s o  require extreme 
concentration o f  investment  resources on procluctiori: cap i t a l ,  t o  the  
neglect of invGstment . i n  housing and other  socia'l '  construction. 
Industry w i l l  have t o  continue t o  enjoy pr ior i ty ;   agr icu l ture  w i l l  
probably receive  only  the  resources  absolutely  essential  t o  provide 
for minimum food  requirements and necessary  exports. The estimates 
made i n .  t h i s  paper of the  possible  f 'uture growth of. the  Chinese 
economy, therefore ,  seem consistent only with rnaintbnance of stzndards 
Of l i v i n g   a t ,  o r  only s l i g h t l y  above, their   present   very low level.  

The pos i t ion  of t he  underdeveloped countries of the  Free World 
\ 

25, NO attempt t o  forecast   the world economj.c s i t u a t i o n   i n  1975 
wauld be c o m ~ l e t c  if i t  d id  not deal with the   s i t ua t ion   i n   t he  under- 
developed  countries,  the mope s o  s ince NATO governments  have t o  m 
increasing  extent   s t ressed  the importp.nce t o  XiTO of developments ;in 
these  countries. The very wi.de gap in   l iv ing   s tandards  between 
developed and underdeveloped c o u n t r i a  is one of t he  most serious 
problems facing  Wstern  countries.   Since  the war, the r a t e  of economic 
growth i n   t h e  underdeveloped  areas as 2 whole h5.s increesed above the 
prc-war leve l ,  . Population growth in   t hese   a r eas ,  however, h s  risen 
sharply ,and the gap i n  income p e r  head in   deve lopd  m d  underdeveloped 
countries has continued t o  widen. 

26. For the underdeveloped  countries  the r q i d  r a t e  of 
economic growth i n   t h e  Sino-Soviet  bloc is a striking  demonstration 
of the   e f f ic iency  of domimist methods and an ef'fcctive  propaganda 
q p m e n t  for the  communists. fis i t  seeins thz.t the  Chinese ,and Soviet 
bloc economies will continue t o  exgand f a s t e r   i n   f u t u r e  than those of 
Ni,TO countries t h i s  s i t u a t i o n  will not  change, This w i l l  be 
pûrt icular ly   ser ious  during periods of recess ion   in  t he  Slcst, when 
t h e   c o m u n i s t s ' w i l l  be able t o  g ive  the  impression th2.t P;'Justepn f r e e  
economies m e  rapidly losing ground as  compared with those of the 
Communist b loc ,  The growing economic . s t rength  of the  Soviet   b loc.  also 
makes i t  @c?sicr . f o r  t he  aornmunists t o  f ind  the  resources  required t o  
expand t h e i r  economic offensive i n  the  underdeveloped world, 
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27. Whether the underdeveloped countries will eventually 
remain p a r t  of the Free Fiiorld will depend t o  a l m g e  extent on 
t h e i r   a b i l i t y  to i nc rease   t he i r   r a t e  of economic growth without 
adopting  Comunist methods. Ecohomic growth and indus t r i a l i s r t i on  
s r e  increasingly  being  regarded by the  peoples of these  countries 
as mong  the  chief  tests of successful  govcrmont. It i s  decisive 
f6r t h e   p o l i t i c a l   s t a b i l i t y  of these  areas  th2.t noticeable progress 
be made i n  t h i s  d i rec t ion   in   the   next  l5 t o  20 years. 

28, It has  often bcen s ta ted   tha t   s teady  growth of the NATO 
countries'  cconomics with  the  result ing  incrcasing demand f o r  
primcry commodities w i l l  be  an importcmt contribution t o  economic 
progress   in   the underdeveloped Ereas, Howeve,r,  on the bp.sis of 
pest   t rends i t  seems t h a t   t h i s  demand w i l l  increase only by some 
2-3% (maximum 4%) per annum, i .c,   only  sl ightly above the  increase 
in   populet ion  in   the areas concerned, ?respects f o r  countries pro- 
ducing  different commodities  vary  widely, Oil produceps, f o r  
eXmple, will fa re  much b e t t e r  th2.n producers of ti%opical foods,  
On the lvhole,  however, i t  must be  recognised that although 
increased  trade  in  primary  commodities  resulting from a steady 
growth i n   t h e  West w i l l  make development of underdeveloped 
COUIltries eas ie r  t o  achieve, i t  would be mrong t o  . e q e c t  that  t h i s  
increased  trade would be suf f ic ien t  t o  solve  the  brs ic  problem 
of  underdevelopment. 

29, It has been suggested  thzt  the  underdeveloped  countries 
should  tyy t o  increase   the i r   fore ign  exchange earnings by 
expor.t,i.?ng l i g h t  i ndus t r i a l  gooc?s t o  the  West. If th is   so lu t ion  
i s  adopted i t s  consequences f o r  cer ta in   indus t r ies   in   the  West 
must be  faced  in  a r e a l i s t i c  manner. Increased  competition f r o m  
new2.y e s t ab l i shed   i ndus t r i e s   i n  developed  countries will cause 
hardships  to some indus t r i e s   i n   t he  West. There may be some 
doubts  about  the  extent t o  which Western.countrics m e  a t   p resent  
wil l ing t o  accept  these  consequences. 

30. It seems unlikely  that  the  Sino-Soviet  bloc w i l l  
.beconle a r ea l ly  l a rgo  mmket f o r  underdeveloped countries,   unless 
preseut  policies change dras t ica l ly .  Communist countries now 
account for less than 3% of the   t rade  of these  countr ies ;   their  
economic pol ic ies ,  a s  re f lec ted   in   cur ren t  long-term plans,  remain 
bent on c-utzrchy, .;The impor ts  of the  bloc from underdeveloped 
countries will probably  continue t o  increase,  p ~ r h z p s  qui te  
m7idly;  'Sut it seems very  unlikely  that  they will amount t o  as 
much c?s 10% of  the   t rade  o f  these   count r ies   in  1975. Communist 
bloc  trede with these  countries may, however, continue t o  be 
concentrated on a f a i r l y  smal.1 number o f  countries,  f o r  whom the 
b l o c  would, thereforc;,  be a Rajor trading  partner.  

-11- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



EATO COTJFIDENTIiLL 
~ C ~ - ~ / 2 g ) R e v i s e d )  . .  . 

-12- 

31. K-TO corn t r ies  are also contributing t o  the economic 
development of  underdeveloped  countries by providing  large .-.I 
mounts of c rg i ta l .   Thei r   to ta l  aid and loans  t o ,  and p r iva t e  
investments  in, .  underaeveloped  countries  have  risen  ra?idly, and, 
now, represent  mound 5 t o  6 b i l l i o n  d o l l E r s  per annum. Aid from. 
the Sino-Soviet  bloc,  which now represent S. about 5% of  c a p i t a l  
supplied by the  West, will increase-   substant ia l ly   in   the  next  few 
years;  but  ,the  Sino-Soviet  bloc w i l l d m o s t  cer ta in ly  remain a much 
smaller  source of c a p i t a l  f o r  the  underdeveloped  countrics  than 
the Tlest, although  in.  individual  countries  Soviet  aid may well 
exceed tha t  of the  West. 

l 32, Western n i d  and capi ta l   exports  now account f o r  pLbout 
2q0 of the  foreign exchange receipts  .of underdeveloped countries,  
and finance poss ib ly  as much as 30-4w0 of net  investment i n  those 
countries.  These su,Lplies of capi ta l   are ,   therefore ,   p laying a 
very large ro l e  in helping  underdeveloped  countries t o  increase 
the  rsrte of  expansion of  t h e i r  economies. 

33. It i s ,  of course, impossible t o  foresee how th i s  f l o w  
of c?.pital from U T 0  countr ies   into  the underdeveloped areas w i l l  
develop i n  future.  It should be noted that  close t o  half o f  the  
t o t a l  represents pr iva tc  cap i t a l ,  m d  docs not  rcpresent a burden 
for   the   publ ic   f incnces  of NATO countries; the f low of  p r iva t e  
c a p i t a l  i s  l i k e l y  t o  prove  very  sensitive t o  the s t a t e  of p o l i t i c a l  
relations between Ni-2T0 a d  undcrdeveloped countries and t o  the 
econo'mic clirmte i n  those countries. This flow w i l l  also slovs 
down if a widespread  recession  affects t h c  a b i l i t y  o f  under- 
developed countries t o  .ri;pay t h e i r  debts 2nd thc  prof'itslbility 
of those  primary  produ-cing  industries  into which much of the 
privati: czp i t a l  i s  invested. 

34. Those czpi ta l   supiJ l ics ,  however, absorb only 2. small 
f r a c t i o n  of' the  resources  civailable t o  NJ&TO countries -. less than 
1% a t  present,   al though  the  proportion  vmies  substantinlly from 
country t o  country. At the same time,  these  suFplies of  c r p i t a l  
are   playing a considerzble  role  in assisting the  e f f o r t s  of under- 
developed countries t o  achieve a higher   ra te  o f  growth without 
adopting communist methods. In   t he   l ong  run, underdeveloped 
countries w i l l  have t o  provide most of the  rcsources needed f o r  
the i r  development,  but t h i s  will take  time.  For many years t o  
come - until 1970 ct l e a s t  - N ~ T O  countries will %e required t o  
provide a large f r a c t i o n  of the  funds neoded t o  speed up 
development of those arens, 

4. 

n, 

OTj,N/3TLTO 
Pa r i s ,  WIe. 
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1. PREPARATION OF PIGUPES ON 'GROSS  ??ATIONAL PRODUCT AT MARKET """_ "".""." 
PRISES FOR 1958 IN DOLLARS . . ' . 

"""P 

" . 

(a )  Concepts 

1, The 'dsTin-ition o f  g ros s  national  product o r  expenditure 
( a t  market pr ices)  use.d i n  6he r ipor f .conforms  in   essent ia l s  with 
that  given i n  i f A  Standardised System 02 National  Accounts"(1) 
For the  purpose o f  real  product  comparison  certain  modifications 
are  necessary. (2 )  which af'fect mainly the  .expenditure  classif 'ication, 
These may b e s t  be. described by giving. %he sxpenditure components: 

1""" Consumption covers  personal  expenditures on goods and services ,  and 
government expenditures on heal th  and education, 

" G-ross Invedtrnent covers  private as well as public gross  f ixed   a s se t  
formation, change i n  inventories and the  surplus o r  d e f i c i t  on the 
current  account o f  the  balance o f  payments. 

M i l i t a r E u t l R y  1- comprises a l l  defence  expenditures  covered by the 
NATO def ini t ion.  The o f f i c i a l  Russian budget f igures  have bean 
adjust0.d a s  far as i s  known to  inolude  the  cost o f  mi l i ta ry   po l ice ,  
n i l i t a ry  instruct ion and research ,   mi l i ta ry   ins ta l la t ions  and special 
weapons., 

",L"""- ASnfnistration  ficludes a l l  government purchases of non-military 
goods  and services  except  those f o r  hea l th  and sducation. 

2, For. conversion of  estimates o f  national  expenditure  into a 
common currency;  official  exchange r a t e s  are unsuitable, and some 
method such.as  t h a t  used  in t h e  OEZC study - "An Internat ional  
Comparison of lTationa1  Productss' - must be followed, This involvss 
sec?.ring  eppropriate  quantities, p r ices  and values f o r  as   detai led 
a 5i.eakdovm of  the gross  national  product as is poss ib le   for  any 
%WO countries t o  be compared, and then weighing t h o  quantity data 
of oach country with the pr ices  of  f%rst  the one and then the  o t h e r .  
T h i s  produces two indices  of th0 r e a l  product  relationship which 
will diverge t h e  greater   the dissimilarity o f  the  national  outputs 
and the pr ice   s t ructures  of t h e  %WO countries (3) When mor6 than 

n r s i s h e d  by the &ZC, 1952 
(2 j  Comparative national products and p-rice levels,  Milton Gilbert 

and Associates. 
(3) ' L g . ,  the  GNP o f  I ta ly   expressed as  a percentage of the GW of 

the  United S t a t e s  i s  10.3% when valuation i s  made a t  United 
S t a t e s  pr ices ,  md 6.9% when valuat ion is made a t  average 
European pr ices .  

M__ 
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two countries  are  coxpared, --the number of.:.indices  obtained  increases * 

and i n   f a c t  rapidly becomes qui te  l a rge .  

3 .  It is diff icul t ,   ' t .hereforc ,  t o  use t h i s  method of revalua- 
t i o n  of gross na'cional  expenditures i n  a comon  currency t o  obtain 
straightforward, unarnbiguous r e su l t s .  The most a t t r ac t ive  method - 
although it  is not  free from theore t ica l   ob jec t ions  - is t o  use some 
method of averaging. This has   been  t r ied by the:. OEEG, .which has f o r  
example used '"average Luropean, prices"  i n  comparing t h e  econamie's of 
different  Buropean countries  and of the  United  States,  . . T h e  OEZC 
has a lso  proposed t o  use .as. the  best   index 'of the   re la t ive   l eve l  of 
two countr ies '  gross national  products  the  geometric  average of the 
r a t i o s .  betwoen these products, measured first 'at  the first country' S 
prices;  and then a t  the secand  country's  prices. 

. .  

4. I n  the  present   paper ,   the   f igures   for  gross national  products 
of t h e   s a t e l l i t e s ,  Western Europe and the  USSR .are based on methods 
of averaging which t o  some -ex ten t  make i tpossible  to  avoid over- 
weighting of output ,of par t icu lar   count r ies .  ' Thase meth0d.s .have 
t h o  disadvantage, howovBr, that the  comparisons, which are not made 
i n  a singlo s a t  of pricos, aye t o  some extent ambiguous. 

The NATO, Countries 
. .  

- .  . . 

5.  Tho data  an gross nat ional  product and i ts  Sectors are based 
f o r  mos$ of NATO countr ies  on. a study prepared f o r  .OTilEG by Milton 
Gilber t  and Associates: l'Comparative National  Products and Prico 
Levels" (col;Ln%rics i,ncludod i n  that  study a r o i  Denmark,, United 
Kingdom,. Norway, Belgium, France, Netherlands,, Germany, I-taly and 
the Unitod S ta t e s ) .  For countries  not  included, a c c o ~ t  -has been 
tnkcn of t h o  sirnilaritios bctwcon t h e i r  oconomios and, those of  
countries  included  in  the  study.'and  having similar. economic s t ruc ture .  
The r a t i o  betwoen tho , ,  gro,ss national  p,roduct of North American and 
Western Europoan NATO, countribs is. equal t o  the  geometric-average 
of the  ratios obtained  by.  wdighting  output of the two groups of? 
countr ies  first in  United  Statss.pricos,  and then i n  Piast Europe.an 
prices. Data in   t he  OEEC study are axpressed i n  United  States 
$ 1955; they have been  convortod t o  United  States $ 1958 by using 
appropriato  price  indices.  

(d)  The USSR 

6. For t h e  USSR, com.try  .contributions t o  t h i s  r epor t  wero 
usad which oxprossod :output in 1957 pricos.. The r a t i o  betwoen the 
gross national  products.  of the Unit,od.  Statos  and.of  .the USSR is . . 

equal t o  t h o  guoi-aatric avorage of tha  ratios  obtained  by  valuing 
the  outputs o f  the  two cowAtries  f irs% a t  United Statos ,  m d  thon 
a t  Sovict   prices;  ' t o  c6nvort"tham i n t o  1958 
Soviet  oxpendituros' f i g u r o s  were multipliod 
Unifed Statos  national oxponditurns i n  1958, 

EAT0 COhTIDENTIAL 
. . .  
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Unite d S t  a t e  s dollars ,  
by a pr ice  index. f o r  
1957 = 100. ' . '  . .  
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( e )  Thc S a t c l l i ~ t o s  

7 *  The estiiimte of t h e   s a t e l l i t e  g r o s s  national  products a r e '  
based on  country subri1issions. The ra t io .  b o t w o m  satellite and 
United S t a t e s  gross nutional  products wero obtainod by using 
'Uestern  European quantity  weights f o r  valuing s a t o l l i t o  output 
This gives  an  estinlate  interme'diate betwcen t h e  estimates which would 
rosul t  f r o m  use of s a t e l l i t e  and Unit'cd Statos  quantity  weights, 
'The figure.   thus  obtained  has bden adjusted t o  make i t ,  as f a r  as 
possible,  comparablo t o  f igures  given f o r  NATO Europe. 

(f) China 

8. Revaluation of China's  output  in  Unitod S t a t o s  pr icos ,  
o r  of thc  United  States  output i n  Chinosc pricos,   can have no r e a l  
moaning, f o r  t h o  difference in  l e v e l s  of development batmen  the 
two count'ries is  t o o  great. For th-is reason,  China's gross nat ional  
product  has  been  converted  into dol la rs  by using  tho  off ic ia l  
exchango ra to  of 2,46 Yuan per  dol la r .  

ITATO countries 

9. Tho assumptions underlying the  projections are t ha t   t hem 
w i l l  be no major  war and that   there  w Z l l  be  no severe and general 
economic depression. 

10.  ' Projcctions r e s t  on assumptions  about t h o  character of 
the economic and po l i t i ca l   s i t qa t ion .   i n   t he  future,  It is  expected 
tha t  doveloprrlont i n   fu tu re  will gonerally b o ,  i n  l i n e  with growth 
since  the and of Î+he war. 

11. For  Europoan NA6!0 cow-trios, i t  is oxpoctod t h a t  tho 
cur.rent  high rate of growth,  which is much in excess o f  t h o  long- 
tepm trend, wiil be more o r  less rnaintainod; allowmco has boon 
made, howeverp f o r  a  slowdown i n  o.:wnsion of Gdrmany,  whoso r a t e  
o f  growth i n  t h o  rcccnt  past  was exccptionally  high. The present 
t rend toward a reduction af working hour s  i s  oxpoctcd t o  continue, 
and this w i l l  a l so  rcduco somewhat t h o  incroaso i n   t h c  g r o s s  
national  product. / 

t ion i n  1965 and 1975" Paris ,  30th April,  1959 (DT/E/EN/58,107) 
prepared  by  the lrWorking Party of Enorgy Advisory  Conmission" 
proposas two r a t c s  of growth; ono mora optimistic G a n d  ono less 
-optimistic. . It has.b.eon fc l - t -  tha t .  m o n  t h o  optimistic  projoctiorl 
for European countr ies  (an average  incrcaso i n  gross   nat ional  

12, Tho OEEC study: lfGross National  Product and i t s  C O m p O S i -  
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product of 3.2% p o r  ycar) is too low. I n  t h o  p r c s o n t   p a p r  it 
has been asamad that  European gross  national  prod-ucts will inorcase 
by 3.777 per  year on t h e  avoraga; t h i s  c s t i m t o  t a k e s  into  account  the 
bonoficinl  results which are l i k e l y   t o  .accrue f r o m  the pjrosent o f fo r t s  
towards Europorm oconomic integrat ion,  

13. For the  Unit-ed Statcs  and Canada, tho  projections ara  la rge ly  
tho same as thoso  i n  procading studies by tho In tamat iona l   Secre ta r ia t  
datad 3lst Octobor, 1956 and ent i t led:  "Cornmittcc on Soviet Economic 
Pol icy ,  Comparison of Economic Growth i n  t h o  Sovict Bloc and in NATO 
Countries," (AC/89-D/11 Lmd its Addcndum 2 and t~nncx II, t h e   l a t t e r  
dated 12th Novcmbor, 1956) . Those project ions assumo that  tho  t o t a l  
gross  nntional  product of the United S ta t e s  and Canada w i l l  increase 
in   fu tu ro  by 3.6% per y c a r  on t h o  avcrago. 

14. It has boon considored  that t h e  slowcr growth of t h o  United 
Stc?.tes cconomy during  the  years  since t h o  s tudy was duo t o  sp.ocia1 
short- term  fectors  (1957-58 rocession) rathorr than t o  a woakcning.in 
the basic  dynamism of  t h o  Amricm cconomy.'  Canadn  and tha  Unitod 
S t a t c s  hava bcen t roztod as an aggregate. While t h e i r  cconomy 
d i f f o r s  i n  many aspt 'c ts ,   thcir  closa oconomic r e l a t i o n s   j u s t i f i e d  
such a proCodurci . . ._ . .. . . . , , . .. , 

(b) Tho USSR 

15* %he projoct ion of Soviet oconomic growah was based on an 
assossmcnt of futuro  prospccts of the Soviet oconoqy, contained . 
in  a rocont National  Planning  Association study(1). This asscssmcnt 
i s  based on th6 following  masoning: 

i t  is difficult  t o  f ind   in   Sovie t   h i s tory  .my sustained 
pcriod of "nomal oconomic growth," on which projoction 
of futuro t rands might bo basad. Tho most rolevant 
"normal poriod" S O O ~ S  t o  b o  tho,  .yoaPs 1951-58; 

ovcr t h i s  period,  indus-trial.  production has rison- 
swiftly, although at  a docl ining rato, mounting t o  
about 10.5$ por annum over the years 1951-55, and 
9.5% p a r  hum f o r  1931-58 as a whole. Agricul tural  
output a t  first stagnntqd, but bcgan t o  r i s o  quit0 
rapidly about 1953-54.. Estimates of the  r a t e  o f  
growth of t h o  nat ional  ,income vary, according t o  tho 
woight givon t o  agr icul ture  and  sorvico.s;  while most 
obsorvors  agroc t o  a r a t e  of 6.7'$? some go as high as 
8 t o  8,5$ pbr annum; 

in   fu tu ro ,   o f f i c i a l  .Soviet plans soom t o  imply a 

Corrmunist  Economic Stratogy, prepared by A ,  Novo 
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further dcclinc  in t h o  ra to  o f  growth of  i ndus t r i a l  
ou'tgut. BOP agr ieu l turo ,   fas tor  growth scorns called 
for; 

(4) t h o  cxpcctation of a. further  doclino  in  the r a t a  of 
inGustria1 growth seems in  f?tct .   justif icd by a number 
of fnc tors  which are l i k o l y  t o  r c t a rd  Soviet oconomic 
dcvelopmont: 

( i i i )  

(%V) 

reduction i n  tho amphasis on t h o  "growth 
Tnducing" hcsvy  industry; 

the impact of thc low b i r th ra to  of t h o  war yoars 
on t h o  ra to  of incrcasc  of the  labour f o r c o .  
This f ac to r  w . i l l  a f fcct   thc   Soviot   rntc  o f  growth 
f o r  a  f.cw years only, howovcr; a f t e r  L964 tho  
population of working  agc will onco again risa 
rapidly; 

dovcloplncnt o f  addi t ional   natural   rcsowccs i s  
bccorning more d i f f i c u l t ,  Thoro arc  p rac t i ca l ly  
no. virgin lands l o f t  t o  bo  opcned up f o r  agri- 
cultural   production withoct substant ia l   invcst-  
nicnts; exploi ta t ion o f .  t2ta l a r g o  natural 
rasourccs of the  East w i l l  rcquirc  cos t ly  
invcstmont  to  croate  thc  nocossary  infrastructure; 

t h o r o  î s  l a s s  scog~  than  previously f o r  borr9wing 
Wastarn tochniques, now tha t  Soviet   industr ia l  
e f f ic iency  has reached a f a i r ly  hlgh leva l ;  

study also lists a number o î  favourable  factors: 

the  educational  effort  w i l l  pay dividends, both 
i n  iinproviag the  qua l i ty  of t h o  labour force and 
i n   f a e l l f t a t i n g   t e c h n i c a l  development; 

Soviet  planning, with i t s  g r m t  opportuni t ies  f o r  
s tandardisat ion and assured lohg runs, may provo 
very  suitable f o r  the development of' automatio?I, 
Automation w i l l  also bo f a c i l i t a t e d  by t h o  lack 
oT strong  workers'  organizations; 

t h e  development of Siberian msourcos,  although 
init if i l ly  very  costly,  may cvontually pay o f f  
handsomely; 

there  remains much surplus labour in   agr icu l ture ;  
t h i s  represents a manpoTfer raserve  on which i t  

" 17- 
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should prove possible to.draw in. future;  
providcd  the  prcsont t r m d  tcxards a more 
rat ional   organizat ion of agricultural   production 
i s  not  reversed; . .  

i t  would bc absurd t o  pretend tha t  ' those.  and o t h e r  
facto-rs can bc sys.tomatically  weighted t o  obtain 
sc ien t i f ic   p red ic t ions  of growth ra tos  The assump- 
t ions  underlying t h o  study may not b o  complctoly 
f u l f i l l e d ;  'unforoscon ovonts may occur. A n  oloment 
of porsonal judgment must ontor   into any assessiont;  

on thc  wholc, howovar, i t  socms warranted t o  cxpoct 
that  t h o  Soviots will be able t o  sustain %L ra to of 
i ndus t r i a l  .growth approximatoly per annum. For 
agricultural   production, t h o  grow%h rato i s  unl ikely 
t o  oxcoad &@ p o r  annum. The o v e r a l l  ra te  of incroaso 
of output may bo around @h per  annum, (In t h o  study, 
a rato of 5.&& p o r  y o a r  has beon usod.) 

Tho S a t a l l i t o s  

16. It was felt . that  t h o  most r e a l i s t i c  way of  projoct ing tho 
growth of t h o  s a t e l l i t e  oconomios would bo  t o  start from tha r a t 0  of' 
growth p r o j o c t o d  f o r  the  Sovict Union, and t o  assuma t h a t  t h o  r a t e  for 
t h o  s a to l l i t o s  would 'bo samowhat lower; 

(1) t h o  s a t e l l i t e s  have beon foTtlowfng, and-are l i k s l y  
t o  continue t o  fol low,  p o l i c i e s  c lose ly  following tho  
Soviet  pat tern.  Xven Polmd, w h i c h  has departed from 
the Soviet models in some ways9 continues t o  give 
p r i o r i t y  -bo heavy industry, and followed the  Soviet 
exanplc when Russia decided t o  spood up the  growth of 
her  chemical industry; 

( 2 )  theso  policios,  however, cannot be expected t o  rosul t  
i n  a r a t e  of economic growth mstching  that  achieved 
by Russia; 

(i) methods of.foreign t rade in  t h e   s a t e l l i t e s  are 
ine f f i c i en t .  ProgrGss made in  f i r ther ing  a 
ra t iona l   d iv is ion  of labour betweon var ious 
sa te l l i t e  economies has bccn insuff ic ient ;  c.:.nd 
continues to encounter difficulties. This will 
slow down the  introduction of automztion, tech- 
niques of mass production, etc.; 

( i i )   n a t u r a l  ~ O S O U T C B S  i n  th0 s a t e l l i t e s  arc l imited;  
'Cby are  n o t  sharod a s  thoy should bo botwccn t h o  
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difforont  countries, 'becausa of the  incfficicncy 
of fo ro iw   t r ado  mochanims. This w i l l  d i s t o r t  
the  patGcrn o f  dovolopmont of these  natural  
~ C S O U T C ~ S ~  by forcing soma s a t o l l i t c s  t o  produco 
goods  which might bo producod more choaply . a l s o -  
whe PO ; 

thorc? is almost no movement o f  cap i t a l  and labour 
botwccn t h e   s a t c l l i t c s ,  Thus East Germany, with 
a highly-davolopcd  industry, will suf fer  f rom a 
h k 0 u r  shortage a t  the s m c  t ime as Bulgaria 
suffors f r o m  scarc i ty  of capi ta l .  In  Russia, 
on t h o  other  hand, la rgc   t ransfcrs  of labour and 
capi ta l   across  thu  countpy  can b o  made f r e e l y  if  
noccssary t o  spocd  up cconomic growth; 

( 3 )  it has been assumod that  tho  gross  national  product 
of t h o  s a t o l l i t c s  would grow by  5% p6r year,  i.e.y loss 
than  tho 5-8% ra te   p ro jec tcd  f o r  Russia.: 

(d)  China 

I n  appraising  China's  future economic strongth,   the main 
emphasis  has been placed on an assessment of the  possible growth in 
industrial  production, It is  considered  that  comparisons o f  gross 
nntional  product between .countries w h o r e  l e v e l s  of development a re  s o  
different as  are  thoso of China ,and the dovelopod countries o f  t h o  
J o s t  are not  very  moaningful. 

Tho basis of t h e  prodcctions has  bcen s e t  out i n  tho 
Internat ional   Staff  paper: The Chineso  Grcat  Forward  Lcap(1)  which 
doscribus tha .  currei1-t  dcvclopment polic-ios of t he  Chinese au thor i t ios .  
'Lhis paper  suggests  that t h o  Chinoso Communists have found an offoctivo 
Yiay o f  usin&  tho vast mnpowor resources of the  country,  while con- 
serving  scmcc rasourccs  of cap i t a l  and s k i l l c d  labour t o  thc  groatost  
possibl$.cxtent  . In  favourable  circumstances - and i n  par t icu lar  if 
the pro6surg imposed on the  pooplo  docs  not load t o  a rovol t  - thoso 
pol ic ies  scem .c.apablo of giving  r ise  t o  vory  high  ratcs of i ndus t r i a l  
gpowth. i .  

It is, of course9  difficult  t o  prodict  what t h c k  r a t e  of 
growth miat bo;  but a guass  has boon mado tha t   the  r a t o  migh.t amount 
Lo abou%. 15% .util 19-70, and about lob i n  t h o  f i v e  following yea r s  
T h 5 s  rz to  o f  growth is  loss than t h a t  tlchicved batween-1952 and tho  
first ha l f  of 1958 - =and, of  c o w s e ,  T m  less than that achicvcd in 
the socond half of 1959 and in 1960, at  the  hcight of  tho forward leap, 
If, is, howcver, higher  than  that   ratc  achieved  by Russia i n  tho 

. .  
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i n i t i a l   p c r i o d  o f  her fivc-yoar plans, until ha r  growth was checkod 
by the  purgcs and by thc  roarmmcnt o f f o r t .  . But, i% can bo arguod, 
t h a t  China S leadors hava far b e t t o r  control  OVOT' t h o  population  than 
S to l in  over did,  and tha t  t h e i r  prosont  policios in  overcoming the 
two.main  obstaclcs t o  rapid  industrial   .growth: t h o  cap i t a l  and s k i l l o d  
labour shortsgos.  

Assuming such a rato of growth, it soerns that by 1975 China's 
industr ia l   output  will bc of tho .  same o rdor  of magnitude as thosc o f  
t h o  Unitod Kingdom, West Germany and. Japan, (1) , 'and might Wall oxceod 
thorn i n  heavy industry. 

Tho project ions of industr ia l   output  Cm servo as a bas i s  
of p, rough guoss  concorning thc growth in Chinaqs t o t a l  gross  national 
product. This ostimato i s  basod on valu0 addod a t  Chinoso pr ices ,  
which m y  ovcrwcight  industry 8 s  compzrod with agriculturo and scrvices; 
and, of course,  usc of diffcrcnt  weights might have l o d  t o  3 lower 
ostimnte of the  rato o f  incroaso of t h o  gross  nation21  product. 
HOWOVOF, my  conpcivablo. system of weights would bo te soma oxtont 
unsntisfrlctory,  bcczusc t h o r o  i s  no r e a l l y  rnomingf'ul way of mcnsuring 
output in   constant   pr icos  when t h o  comnosition of this  output changos 

i n  China. 

tabla '  below msumes tha t :  

value added in  Rgriculturo was roughly equal i n  1958 
t o   t h e  vnluo added by industry, transport, handicrafts 
and  construction, and tha t  value added by g o v ~ ~ ~ n t  
and consumcr scrv iccs  half   the  value adddd by e i t h e r  
of these two sectors; .  

the  out2v.t of tho  industry,   t ransport ,   handicraf ts  and 
construction sector will row somewhat l o s s  than 
Output of industry  alone $l$ and S($ instead o f  15% 
and l q b ) ;  

agricultur2.1  output w i l l  incroaso  a t  t h o  sama r a t e  o f  
population, or possibly s l i g h t l y   f a s t o r ;  

u rbmisa t ion  w i l l  require  output of sorvices t o  
grow subs tan t ia l ly   fas ta r   than  population. 

.. ~ . . . .  

-.2 O - 
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( wc ight  s) 

&ricul turc  40 

Industry, trans- 
port ,   construction, 
hmdic ra f t s  40 

Govcmmont .znd 
consumer services 20 

100 
U_ 

. .  

nr, POPULATION PROJWTIONS " 

(a) T o t a l  Popult.Ition 

kvoragc Yearly Incrcasa 
"" 

in 0Ut.Pl.L-t 

3% % 

' 5% - % 

66 

45 

3 65 
" 

17 ;9 Tho s t a t i s t i c s  on, populF-t-ion f o r  t h c  NfITO. Europoan countries 
are f rom tho  OEEC rcpor t  of 30th April, 1959,  mcntionod oa r l i e r ,  Tho 
1958 f i g u - o s  hnvc bccn obtaincd by intorpolat ion.  

18, Fcr t h e  Unitcd  States, Canada, tho USSR, t h o  East Europoan 
s a t e l l i t o s  Chin?,  usc v.r;:rns rnaclr! of t hc  s t a t i s t i c s   i n  the  United 
Nllt ions publication:  ".?,ccrcissomcnt  della  population  mondiale  dans 
l'nvonir," Mzw York, 1958. Thc 1958 f igurcs  for t hcso  countrios worc 
a l s o  cbte.inod by intcrpol2.tion. 

( b )  M*, Popillation bf Joricing Lige (ngtl group 15-64) 

19. For NxL'IC Buropean countr ies ,  thc population of working ago was 
calculated on 'Cho bases of t h o  OEEC rcport: trDcmographic Tronds i n  
Wcstorn Europe," 1956, Thc rationbatweon this population and t o t a l  
populntion f o r  1951 has b o o i l  applied t o  tho t o t e l  population for 1955 
(OS!W r o p o r t  o f  30th ;Lpri15 1959) t o  cstimato t h o  population o f  work- 
ing aga f o r  t h a t  year, The l958 data haw bocn obtainod by intep- 
polation. For 1965 and 1975, thc changos onvisagod by OEEC i n  its 
rcport  of 30th  April,  1959, have bcon  used in   p ro jcc t ing   the   f iguras ,  

2 0 ,  For Canada and the Unitcl: S t a t e s ,   t h c   s t a t i s t i c s  on t h o  
populaticn of working Ego arc fron tho OZEC S t a t i s t i c a l  B u l l e t i n  Of 
hlarcb, 1959; f o r  CE?nzda9 s t a t i s t i c s   h a m  bccn cxtrapolatcd for 1958, 
1965 and 1975, whilc thosc f o r  the Unitod Sta tes  have boon extra- 
polated For  1958 . m d  1975m 
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" 

21, ' h e  figuros f o r  1957 Tor NATO countries have beon taken f rom 
%!.:.G OEIX General S ta t i s t ica l   Bul le t in ,  Ju ly  1959. For Russia 2nd i ts  
B m t  Europonn s a t e l l i t o s ,  t h o  s t a t i s t i c s  a r a  from tha United  Nations 
S ' . ; a t i s t ica l  Year Book, 1958 and f o r  cortain  products from the Soviet 
F l ~ m  Fulf ilmant Roports.  

22, Pro jcct ions of physical production hava boon bascd on t h o  
fo l lowing  sources: 

Soviet b loc  countries, physical  output  in 1965; 
estimates 8re based m available p 3 p . n ~ ;  . _  

Soviet b loc  countries, physical outpmt i n  1975; it  
has bocn c?,ssumod thq t  tho $ incroaso in tho 10 years 
1965-75 would oqual the increase planned f o r  tho 8 
y o ~ r s  1957-65. p i s  d l o w s  f o r  somo reduct ion  in  . ' 

t h o  r a t e  of' i ndus t r i a l  oxpansion; 

f o r  Zuropoan NATO countries,   projections are  basod on 
OEEC cstirmtca(1) 4 .. . 

f o r  Nor th  I,rnorican HATO countries,  th6 p r o  joctions ara 
bas ica l ly   ident ica l  with thoso 'in tho provious study, 
~C/89-D/ll,  table 7 .  

. . . . . . . 

. -   . . .  . . 

(J-1 
BLC( 58)3, Znorgy !Lctvisory Commission, Provisional  projections 
o f  demand and imports i n  1965 and 1975. 
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-23- NATO CORFIDENTLfh 
m x  II -to 
Âmg-D/29(Revised) 

"" ~ 

R r" e a  S . ' .  .. .I . .  

" . . .  

(1) . -  .. . .  . .  . 

1. Total NATO 
United  States  ,and Ccnada 
Cthcr  NATO Countries 

2. Soviet Bloc 
U SRR 
Eastern European . S a t e l l i t e s  

3 Communi.$ t China , , 

4. T o t a l  ,NATO 
I :  United  States  and C'mada 
1 .  Other NATO Countries 
5. Soviet Bloc 

USSR 
B s t e r n  European S a t e l l i t e s  

6 ,  Communist China 

7. Tot a l .  NATO 
United  States  and Ccnada 
Other NATO C o u n t r i e s  

8. Soviet Bloc 
USSR 
Eastern Suropean Satellites 

Projec t ions  

1965 

(mi l l ions ,  
460,5 491.5 
190.4 210,3 
2'70 . 1 281.2 

306.1  339 O 6 
208,l 234.0 

98.0- 105-6 
636.0 720.0 

io0  
100 
100 
100 
1 O 0  
100 
100 

1975 

41 
59 
66 

43 .45 
57 55 
69 ' 73 

51 
22 
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TABLE II 

POPULLTION ' OF WORKING AGE 

1958 - 1975. 

T 

: United,  Stctcs Gnd Canada ' 

-Other HATO Countrics ' 
2. . Soviet Bloc 

. USSR 
Eastern European . S a t e l l i t e s  

3 . To tal NATO. 
United'  States and Canada 
Other NATO Countries 

4.. Soviet Bloc 
USSR . .  

. Eastern European Satellites 

5. ' T O k &  NATO 
United' S ta tes  znd Cmada 

: Other NATO Countries 
., . . .  . 

6 ,  Soviet Bloc 
USSR 

. Eastern European S a t e l l i t e s  

-24- 

1958 

299.1 
115 O 
184. O 

208.5 
142.5 

66.. 1 

100 
100 
100 
100 
100 
100 

100 
38 
6 1  
70 
47 
22 

To 
II 

t.2 

! 

Projections 

1965 

(mil l ions)  
3150 8 
126 . 6 
183 e 2. 

232.6 
160.3 
72.3 

40 
60 
73 
5 1  
23 

. .  
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. .  

A. PRG2 E]C'I'i& GROiriiTH 
. .. 

. . .  , . .  

f 
. .  . 

1 ' Indexes 1958 = 100 
A r e a s  

1958 -F 
(1 1 (2 1 I ( 3 )  

" 

1.. T o t a l  NATO 
128 100 United Sta t e s  and Canada 
128 LOO 

NATO Europe ' 100 129 
2, Soviet Bloc  

148 100 USSR 
146 100 

Eastern European S a t e l l i t e s  100 141 
3..  Coimdnist.  China 1 O0 170 

-25- NATO " C OrJFrDENTIAL 
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TABLE III (Cont’d) 

B, PROJECTED NATIONAL PRODUCTS 

:l A r e a s  

1. Tota.1 NATO .: , , , 

:United  States and Canada 
NATO Europe 

2, Soviet Bloc 
.USSR 
,Eastern European S a t e l l i t e s  

3 .  Communist China 

4. T q t a l  NATO 
United  States and Canada 
NATO Europe 

5. Soviet Bloc 
USSR 
Eastern European S a t e l l i t  es 

16. Communist China 

I 
I 

b i l l  

781.9 
476 O 3 

. ,305.6 

266.0 
189.0 
77.0 

520 2 

To - 
1 O0 

6 1  
39 

34 
24 
10 

7 

The r a t e s  o f  growth  used are   as  follows: 

United  States and Canada : 3 - 6  
NATO Europe : 3 0 7  
USSR : 5.8 
Eastern  European  Satell i tes:   500 
Communi st China : 7.9 

100 
61 
39 

. .  . 

39 
28 
11 

9 

100 
6 1  
39 

47 
34 
12 

13 

J!TATO CONF’IDEfJTIAL 
”- 
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1, T o t a l  PITATO 
Unit.cd S t a t e s  and Canad?- 
lUilTO' Curope 

2. S o v i e t  Bloc. . . . 

USSR 
E e s t  European Sate l l i t es  

4. Sovie t  Bloc 
ussp 
?%st Europonn S a t e l l i t e s  

. .  

5. T o t a l  ELTO 
Unit.ed S ta t e s  an6 Canada 
IG-TQ Zuro2e 

6. S o v i e t  B loc  
USSR 
Tast European S z t e l l i t e s  

1958 

1,698 
2 ,.502. 

86 9' 

786 

1,131 

g08 

100 
100 
l00 

100 
io0 
l00 

100 
l47 
67 

51 
53 
46 

( 3 )  I (4) 
- i  
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" " 

L 

: 1 
l Areas 

Crude 'Pig-Iron 

metria t (rnïLLmet- 
alent tons) ]rit tons) 

Fetroleum i Ferro- 
(million 1 N l o y  

I l 1 I I 1 

!- I I t 

Note: T b  data above were  taken from various publications: OEEC and United Nations in particular. 
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1. Tot a l  E L T O  
United  States 
p a d  Canada 

! Other TT1,TO 
countries 

2. Soviet Bloc 
US :SR 
Eastern Guropcan 
s a t e l l i t e s  

3. Total  NATO 
United  States 
and C nna& 
Other ?&TO 
countries 

I 4. Soviet Bloc 
US SR 
Enstern  European 
s a t e l l i t e s  

5. Total  PTLTO 
United States 
,and C a m d . a  
Other FTi-TO 
countries 

6 ,  Soviet Bloc 
USSR 
Eastern  European 
snt o l l i t  es  

i 

t 
l 

i I 
i 
i 
I 

EbERGY (l ) 1 CRUD2 ST;IZL 

1957 

2,204 

1,544 

587 
837 
559 

278 

100 

100 

100 

100 
100 

100 

100 

70 

27 

38 
25 

13 
c 

' i  
c 

i 
t 

I 
i 

i 

2,780 1 107 
810 ' 83 

2,312 67 
1,790 51 

522 I 16 
Index 1957 = 100 
117 1 100 145 
118 100 I 149 138 100 138 

I 

267 loo  182 
320 f 100 182 

188 1 10.0 18 1 
Total. NATO = 100 
100 100 

77 56 

I 

I 
i 

Production  in terms o f  hard c o a l  equivalent 

l00 

58 

41 
44 
34 
10 
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- SOUl2CES USE9 I N  PREPARING THE STUTY 

pr ices  

1, Information  provided b y  delegations. 

2. Comparisons o f  the  United  States and Soviet  economies, 
pa r t s  l and 2; Joint.Economic  Conmittee,  Congress 
o f  the StD-tes,  1959. 

3 .  Soviet Economic Growth; a Comparison with  the 
United  Stztes ; JoirrbEconomLc Cormittee ,, Congress of 
the  United  States, 1957, 

4. Trends in Economic Growth; a Comparison o f  the  
Vestem powers and o f  the  Soviet   bloc;  Joint 
Economic Cornmittee, Congress of the  United  States, 
1955* 

5. United  States  Foreign  Policy; a study  preparcd b y  
the  Corporation for Economic and Indus t r i a l  Research 
8.t the  request o f  the  Cornmittee on Foreign  relations, 
United  Stntes  Senate, 1959. 

6. Conmunist Economic Strategy:  Soviet Growth and 
Capabilities.  study  prepared by A. Move f o r   t h e  
National  Planning Associc3.tion. 

7. Long-rmge Projections for Economic Growth: the 
American Zconoiny i n  1970,National  Planning  Associa- 
t i o n '  
October 1 959 , 'Jashington D. C .  

8, Employment, growth arLd pr ice   levels  
J c i n t  Economic Comizlttee Congress - o f  the  United 
Scates 
2,kth  gecemher ., I 959 Washington 5). C. 

9. 3 .  Prod-uction Industrielle  Soviétique  dépassem-t-elle 
l a  Ppoduction  Am6ricaine;  &tude de R .  Yagenf'lihr; 
Informations  Statlst iques,  Cornunaut6 GuropBenne du 
Charabon e t  de. l 'Acier ,  j u i l l e t / a o Q t  1959. 

-IO, Prospects of Development o f  Western  Europe, 1955--75; 
study  prepared by I. Svemi lson   for   the   Indus t r ia l  
I n s t i t u t e  f o r  Ecor;omic and Socia l  Research,  Stockholm. 
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II. 

12. 

13. 

14. 

15, 

16. 

17. 

I 8. 

19. 

20 (. 

21 . 

Soviet  National Income .and Product, 1949-55, Q study 
prepared b y  O. Hoeffding  and X. Nimitz  for  the Rand 
Corporation.,  Santa Monica, Cal i fornia .  

DemogrRphic Trends in $estern  Europe, 1951-71 ; . OEEC, 
1 956. 

* 

. .. . .  

Euro e  Today and i n  1960 (8 th  Report of the OEEC, 
1957 P . 
L' Zurope face 21 ses  Besoins  Croissants  en  Energie ; 
OZEC, I 956. 

A Comparison o f  National  Product  and  Productivity; 
J o i n t  Study  by . the Cambridge Department o f  Applied 
Economy and the OEEC; published i n '  4 959. 

Motes prepared b y  t h e  O E X  s t a f f  f o r  the Cnergy . 

ASlvisory Conmission  and f o r  the  Vorking Group of? 
Economic Experts. 

L'Acroissement de l a  population  mondiale dans l ' aveni r :  
United  Nations. 

S t ruc tu ra l  Changes i n  the Economy of' the,Chinese 
liainland, 1933 t o  1952-57, Ta-Chung Lin, American 
Economic Review, May -1959. 

India and C h i n a ,  Contracts i n  Development: W. Malen- 
barn, American Economic  Review, June 1959. 

The  Economic Balance of  Power (manuscript i n  Danish) 
Study  prepared f o r  the  Foreign  Policy  Society and the  
Rockefeller ??oundz.tion by  a group of experts  pre- 
s ided by  T. Kristensen. 

Notes  suhmitted t o   t h e  Sub-committee on Soviet'  Policy: 

( a )  The Soviet Seven-year Plan, examined n t   t h e  
X I  Congress o f  the  Soviet Comnunist Party,  
note  by  the  International  Staff ,  AC/89-~?/44, 

(b) The Soviet Seven-year Plan,  .note by the  
French  Delegation, AC/89-D/24.. 

( c ]  Sino-Soviet economic relat ions,   note  b y  
the French  qelegation, AC/89-D/23. 

(d)  The Chinese "Grec?t Forward Leap" note by 
the  International  Staf 'f ,  AC/89-&/56. 
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l. In fo rmt ion  provi-ded b y  delegations. 

2. Sources (5), (6 )  B (14) , (18) mentioned i n  Section A 
above. 

4. The Sino-Soviet Economic Offensive i n  the  Lcss- 
De-veloped Countries; Department of State , .  U.S.A. I 

1958. 

5, L'Evolution du Conmerce Internat ional ;   report  b y  a 

6. Vorld Economic Survey, 1958; United  Nations, 

7* Yorld  Production,  Prices and Trade, 1870-1 960 ; 

group of  experts,  prepared at   the   request  of GATT. 

R. A, Lewis, published i n   t h e  J&mchester School o f  
Economic  and- Social   Studies,  May 1952. 

8. Country  replies t o  the  Questionnaire on the Sîno- 
Soviet  bloc economic offensive a AC/1274!.T/I8. 

9. ~ The Sino-Soviet  bloc economic offensive - s a l i e n t  
points AC/I 27-~F/43. 

I O .  The Economic Offensive of the  Stno-Soviet b l o c ;  note 
by the  Internz..tional S t a f f ;  ~,c/89-!"T.'/5~(Revised) . 
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