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The purpose of the present paper i s  t o  examine the 
prospects f o r  futupe economic growth i n  NATO countries and in  
the Cow-mist 'bloc, The data given i n  the pager are  'based on 
studies made by governments, internatiol?al organizc t io:ns and 
privzte  economists and a r e  considered a fair concensus of expert 
views on fu ture  long-term economic growth. I n  view o,f the v i t a l  
i m i ~ o r t m c e  to &%TO of  events i n  the underdeveloped PLreas, o f  
%he %wXd, the Gamftdae Pound it a6visable t o  su;?plement the 
comprative study with a brief section on the implications f o r  
the At1a.n-5c Alliance v i t h  respect t o  the unclerdevelof?ed covr t r ies  
dmfn.g the period i n  question, There are, of cowse, some Q t h e ~  
im?~licat  % o m  which merit further study. 

2, The main conclusions of the paper are z s  f ' o l . 1 0 ~ ~ ;  

Relative nosi t ion of XATO countries and the Eestarn bloc 
L -I_- -1__ 113 

(a)  The reletivc posit ion of the Soviet bloc(*)e,conomy 
a s  comyared with the t  of  NATO countries w i l l .  f u r the r  
improve ir, the ~ e r i o d  endicg i n  1975* 

(b) The Soviet bloc grovth w i l l  be especially ragid i n  the 
indus t r ia l  sector which  ill ex>and substant ia l ly  faster 
than t ha t  o f  l?ATO countries. 

(I) The 2resc~l t  rc:.ort l;?inir;s up-to-date the previou:; s tudies  on 
c ~ r n ~ ~ . ~ a t i v e  esonornlc trends i n  the BAT0 countrle~s an& i n  the 
Soviet 'bloc, ( s e e  ~--1!1(!?iL!-j99, C - ~ ( 5 5 )  -1 -19, ~ - - ~ ( 5 6 )  13-l), 

(2) The S o v i e t  bloc should be understoo;l t o  incluae Russia end 
the E7mog?a-3 Sate!-lites. References t o  Coim-uniist China are 
made se2arz. tely,  



NATO C O N F I D E 3 T W  s m '  - 

(c)  Communist Chin? v i l l  probably emerge z s  a ms. jor 
industr iz l  gohep i n  %he tmrld am$- her heavy indus t r ia l  
output my even reach the.., th i rd  rank among inaus t r ia l  
powers, although it w i l l  :lag f2.r behind i n  terms of 
advanced technology and per capita output. 

., ., 

(d) By 1975 the rxJcioAm1 ;>roduct of  the ~0vi'e-t;' bloc w i l l  
exceed by about 18% &at of European NATO comtr ies ;  
i t  w i l l  const i tute  45% of the national ~ r o d u c t  o f  a l l  
NATO countries. 

(e) The d i f f  crence i n  s t anhr r l  of l iv ing  between North 
bo r i ca  and- most European NATO countries on the one hanil 
and the Soviet bloc on the other xi11 be reduced a1tiioug.h 
the i'lestern advantage will. not disa3pear- 

( f )  Thcre is not the remotest c h a m  th2.t the USSR: will 
overtake the United States: in  l iv ing  standards and per 
capita industr ia i  output by 1970, as  boasted by 

* 
Xhrushchev. 

( g )  The $resent me-rgin between the Soviet and unitch S ta te s  
r a t e s  -of increase i n  o u t p ~ t  pcr head w i l l  probably be 
reduced; the Soviet rat6 o f  expansioli v i l l  decline 
somewhat, while tha t  of the Uni-ted Sta tes  is expected 
t o  rise 

Inpliqations with re  suoct to u n s ~ ~ d e v e ~ p 7 3 e d d - c C o ~ t r  i e s  - 
(h) The trends discussed above v i l l  heve a profound influence 

on  the wzdcrdevelope' world, In  t h i s  a m a  the problem 
of whether or not a noticeable measure of economic 
progress can be achieved under conditicns of  freedom 
w i l l  be a major factor  in the global struggle against  
communism. * 

(i) The rapid and continuous g ~ o o t h  of' output, esgecial ly  
i n  heevy industry, i n  the Sino-Soviet bloc countries 
m i l l  no doubt continue to  impress the 9eoples of the 
newly developing countries, The communists w i l l  
increasingly exploit  this by every merns of ~ropeganda 
i n  an z 'c tem~~t  t o  demonstrate the super ior i ty  of 
communism, A t  the ssme t h e  the growing economic 
potent ia l  of the bloc w i l l  increase the material and 
human resources available f o r  the Soviet economic 
offensive i n  those countries. 

(j) The f r e e  world is  challenged t o  demonstrate t o  the 
peoples of the underdeveloped c o m t r i e s  t b t  it is 
possible to  achieve t h e i r  legitimate aspirations rmder 
conditions of freedom. This m i l l  not be possible unless 
the Yestern countries adopt s o l i c i e s  which ensure the 
growth znd s t ~ . b i l i t y  of the i r  own economies, 



Though the growth expected i n  NXCO countries 
w i l l  prob,>bly lead 60 an increase In t he i r  
imports  of t r a d i t i  onal products from under- 
developed counlrias, t h i s  trade increase by 
i t s e l f  w i l l  certainly not be sufficLent t o  
finance the development needs i n  most of 
thzse countries, 

Therefore, the policies adopt cd by the Western 
gover-ments , with regard t o deve1o:pment 
assistance and trade will determinls t o  a large 
extent whether the underdeveloped countries 
wsrill. be able t o  achieve economic progress i n  
freedom, 

kS A great deal of time and thought has been devoted i n  
recent years by goverments and internati onal organizations, as 
well as by private economists, t o  the examination of the  pros- 
pects f o r  future economic growth of different comtr ies  of the 
worid, I n  s2i te  of inevitable divergence of v ims ,  there i s  on 
the, whole f a i r  agreement on what these prospects might be, 
given reasonable assum-gtions on possible future ewnts ,  

50 The Committee considers that  the estimates presented 
th i s  pcpe? are a f a i r  consensus of expert views on future 

long-term ecenonii: growth, I n  view OF the repercussions which 
changes i n  the relat ive p x i t i o n  of  the economics o f  T&TO 
countries and GF the Sino-Soviet bloc may have on the position 
o f  the Allimce, the Cornittee wishes t o  draw the attention 02 
-6he Council t o  the estimates presented i n  t h i s  paper, 

6 ,  The estimates o f  future econoaic growth, up t o  1975 
are based on the following assuraptions: 

that  the present geographical boundaries of' the 
Atlantic Alliance a ~ d  of the Soviet bloc w i l l  remain 
unchanged; 

that  %ere w i l l  be no major war; 

so f a r  as the IUiTO countries are concerned, that there 
w i l l  be no deep and widespread econonic recession and 
no disru3bion o f  raw material supplies; 

that  o?@rtaking the V?est w i l l  remain a primary goal 
of economic policy o f  the Soviet bloc; 

so f a r  as Communis t  China i s  concerned, that  there 
w i l l  be no general disturbmce serioss e~ough t o  
reduce markedly production increases, 



7. Any attempt t o  compare l eve l s  of t o t a l  output i n  d i f f -  
erent  countr ies  r a i s e s  spzcia l  d i f f i c u l t i e s ,  especial ly between 
c o m t r i e s  whose economic s t ruc ture  d i f f e r  widely, a s  do those of 
the  NATO ar,d Soviet cour,tFies, The composition of output va r i e s  
between countr ies ,  r e f l ec t ing ,  f o r  examp1e;differences i n  the  
techniques used, o r  i n  t a s t e s ;  the p r i ce s  paid f o r  spec i f ic  goods 
and services  vary widely. Different  methods of coinparison a r e  
poss ib le ,  which w i l l  give r i s e  t c  sorxewh3.t d i f f e r en t  resu l t s .  

8. Although estimates i n  t h i s  paper have been given a s  
s ing le  f igures  and not  a s  ranges, they should be in te rpre ted  
allowing f o r  the margin of uncertainty which i s  inev i tab le  i n  fore- 
c a s t s  of t h i s  kirid. The Committee, however, f e e l s  t h a t  the d i f f i -  
c u l t i e s  i n  comparing countr ies  with d i f f e r en t  economic s t ruc tures  
and the  margin of uncertzin-ty i n  forecas t ing do not a f f ec t  the 
main conclusions of the paper. * 9 .  The tab le  below shows f o r  NATO countr ies  and the comiun- 
ist bloc r a t e s  of growth i n  recent  years a s  well a s  the  r a t e s  on 
which forecas ts  i n  t h i s  pa2er have been based. 

RAT0 and comnunist bloc annual ra%es of expansion --- - (1) 

1951-195 8  19584975 
United S t a t e s  ar,d C a ~ a d a  2. 37dz5 4.0% 
RAT0 Europe - 5.0% 3.7% - 
USSR 6.7% 5*8% 
S a t e l l i t e s  6r5$ 5.0% 
Co~!?rnunist China 7.0%(3) 7.9% 

Differences i n  NATO and Soviet bloc r a t e s  of expansion - - 
10. The Russian econoq has been expanding veyy f a s t  i n  - 

recent years ,  Western s tu i en t s  generally estimate t h i s  r a t e  of 
e 

- 
(1) The r a t e s  i n  t h i s  t ab l e  a r e  average annual compounded r a t e s  

of change between 1951 and 1958; the  base f igure  i s  the  
GlV f o r  1951. For the  project ions  1958 has been used a s  
the  base year. 

( 2 )  For t ha t  period the UB and Canada r a t e  was influenced by 
the  1957-58 recession,  and it can, therefore ,  hardly be 
considered a s  typ ica l  o f  long-term growth. For the  years  
1951-56 the  annual r a t e  of growth was 3.3%. A more repres- 
en ta t ive  longer period f o r  the  U S  would be 1947-57 ( i n  which 
severa l  recessions occurred) f o r  which the average annual 
r a t e  of growth was 3.8%. 

( 3 )  This r a t e  appl ies  t o  the f irst  Five Year Plan 1952-57. The 
growth i n  G W  during the  great  leap forward of 1958 is 
estimated a t  between 14% and 20%. ( see  ~ ~ / 1 2 7 - ~ / 4 3 ) .  

EAT0 COWIDENT IN; - 



growth a t  6-7% between 1951 and 1958, The Soviet  m t e  of econom- 
i c  growth seems t o  have exceeded t h a t  of' all.NAT0 c:ouztries, wi th  
t h e  s i n g l e  exception of Germany which, a t  the  beginrtfl?~; o f  t h e  
per iod ,  mas s t i l l  e f f e c t i n g  a  very rapid but  delayed goat-war 
recovery. 

1.1, The Russian economy's r ap id  progress  has  been made 
poss ib le  by t h e  a b i l i t y  of the  government i n  the  p a s t  t o  depress  
and more r e c e n t l y  t o  curb t h e  growth of s tandards  of  l i v i n g ,  and 
t o  devote t o  investment a  l a r g e  share (about one q u a r t e r )  of t o t a l  
resou-rces. Investment has been concentrated on s e c t o r s  most l i k e l y  
t o  con t r ibu te  t o  increases  i n  output ,  i n  par t icu la j r  on indus t ry ;  
investment i n  housing and o ther  s o c i a l  investment have been kept  
very low. The l a r g e  n a t u r a l  resources of t h e  Soviet  Union have 
f a c i l i t a t e d  i n d u s t r i a l  growth; t h i s  growth has a l s o  been a s s i s t e d  
by a  r a p i d  increase  i n  t h e  labour  f o r c e ,  and by l a r g e  t r a n s f e r s  
of su rp lus  labour  from agr icu l tu re .  

12. The growth of the  Suss ian  economy has  been p a r t i c u l a r l y  
r a p i d  i n  the  i n d u s t r i a l  s e c t o r ;  Western es t ima tes  give r a t e s  of 
8-9$ per  yea r ,  and it  is t o  be expected t h a t  i n d u s t r i a l  product ion  
i n  t h e  USSR w i l l  expan4 by about 7% p e r  year  i n  t h e  f 'uture. 
Although t h e  growth r s t e  is  thus  dec l in ing  i t  will s t i l l  be 
s u b s t a n t i a l l y  above t h a t  of iUiTO count r ies .  

13. It i s  t o  be c q e c t e d ,  however, t h a t  t h e  Soviet  r a t e  of 
economic growth w i l l  dec l ine  i n  t h e  fu tu re .  It i s  h e r s  assumed 
t 3  be about 6.0% up t o  t h e  mid-1960s and t o  give an  avorage 
i m r e a s e  of 5.8% over the  pc r iod  as a whole. N e w  s o c i a l  f o r c e s  
a re  e x e r t i n g  thoniselves, ivhlch t h e  present  l c a d e r s  a r e  t r y i n g  t o  
d i r e c t  and coctain.  The government has ,  however, been l z d  t o  g ive  
more cons ide ra t ion  t o  the needs of t h e  P ~ s s i a n  people,  notably  by 
paying more a t t e n t i o n  t o  housing and a g r i c u l t u r e  and by reducing 
working hours. The government i s  a l s o  faced  with a sharp  rcduct ion  
i n  the r a t e  of increase  i n  the, popula t ion  of working age,  
r e f l e c t i n g  t h e  rcduct ion  of' t h e  b i r t h r a t e  during t h c  war years ;  
t h i s  proble . ,~  Is ,  however, temporary, and t h e  s i t u a t i o n  v i l l  
inprove again around 1964, -411 t hese  problems have been a f f e c t -  
ing t h e  r a t e  ~ ? f  g~07i~th  of t h e  economy- and w i l l  coc.tinua t o  do s o  
i n  f u t u r e .  Howtver, the  r w e n t l y  announced i n t e n t i o n  of d m o b i l -  
i s ing  1 . 2  n i l l i o n  men should h e l p  t o  improve t h e  rrtanpowor 
s i t u a t i o n  during t h i s  per iod,  Another f a c t o r  t o  ba kept  i n  mind 
i s  t h e  exis tence  i n  the  USSR of a  l a r g e  manpower r c sa rve  i n  t h e  
a g r i c u l t u r a l  s e c t o r  of the  economy, The s h i f t ,  however, of 
y ~ o r k e r s  from a g ~ i c u l t u r e  t o  indus t ry  would be 'dependent ox 
add i t rona l  i n v e s t i ~ c n t  i n  both  a g r i c u l t u r e  and ind?.rstry a s  we71 as 
i n  housing and o t h e r  un;ban f a c i l i t i e s ,  A t h i r d  f a c t o r  which i s  
making i t s e l f  increas ingly  felt is t h e  exhaustion of e a s i l y  
a v a i l a b l e  raw m a t e r i a l  resources.  P i n a l l y ,  t h e r e  a re  growing 
replacemenL nceds i n  the composition of Sov ie t  investment. 

14. There a r e ,  of course,  o thc r  f a c t o r s  which opera te  i n  t he  
opposi te  d i r e c t i o n ;  recent  development suggest t h a t  the  Soviet  



governwnt hr.s bcen cooing fa i r ly  successfully v i t h  the ~ u c s t i o n  of 
inorensf-ng produo t iv i t? ;  the cCucucr t i o m l  reform m2.y wcll 2ny 
sub s t m t  i n 1  rc  turns ?nd thc introduction 02 mn.ss proauc t ion 
methods of cer ta in  key ~ r o d u c t s ,  such a s  rflp-chine tools,  hcs bcen 
very S C C C ~ S S ~  Ul according to some Kestcm obscrvcrs. EPf o r t s  
hzve & l ~ o  bcen t o  modcrnise bnclmmrd sectors of the Soviet 
economy (agriculture,  chemiccl inCustry, construct ion, distri'cution, 
c tc . ) ,  and the r e su l t  w i l l  be f a s t  growth r c t c  in  theso a r c s .  It 
v~ould, theref o re ,  be iinprxdent t o  expect 2. sudden s k r p  deciFn:: ~J-L 

t h e  Sovict r a t e  o f  economic growth up t o  1975# 

15. For tbc s n t c l l i t c s  it hzs beon essumed t h n t  the grovth 
rn tc  up to 1965 n i l 1  bc ng-poxirnately 5.5$, while the r a t e  f o r  the 
period a s  n whole w i l l  be a$out 5 ~ 5 .  Their economic grospec'ts '. 

seem les s  favourable than Russia's. Eestcrn Europe is  not so r i c h  
i n  raw m t e r i n l s  r s  tnc Soviet Union, The small sc tc?l l i tc  
economics arc  v i t a l l y  dcpcndcnt on foreign tmde,  -nB hsve been 
u,rpble so fop t o  ackievc tXo &cgrcc o f  intcrmtionc.1 spec ia l i ss t  ton 
which i s  necesscry t o  the nchievsrncnt of 2 high l eve l  of 
-woductivity. A They kvc7 i n  par t iculnr ,  bccn m . b l e  t o  develoi, 
and $0 &?.re the i r  m-tura?L resources effectively,  Unless they can 
i n  f uturc Ckvelop ef i cc t ive  methods o f  co-opm t ion,  including 
mtional  ppicixg methods i n  f orc iP-  trcde, i t  48 likely tAkt the i r  
future  economic g~owth  will on ly  with Gif'ficlilty thzt  of 
Russia, 

36. Some decline i n  the m t c  of  expmsion i s  also l i k e l y  
i n  the Evrclxm U_U XATO c o u n t r ? ,  Some of t h e m  w i l l  expr ienze  
l i k e  ia, G. declinc i n  the r z t e  o f  growth o f  t he i r  labour 
f o ~ c c ,  resulting f rom thc reduction in  the b i r th ra te  CLmlng the 
V h r  Y C S Y S .  In most =-TO countries resources ri?c now fully used; 
a trend tow~rds  a rc&uetion i n  working hours h?-s begun in mT7nY 
countries. These developments m i l l ;  however, %e o f f se t  a t  l e a s t  
t o  some cxtent by the g r c - t  increzsc i n  investment of recent y e n r e  
and probably nlso by the progress i n  interX.t ionr.1 specialisa t ion 
of the European economies which current e f fo r t s  toEar8-s eccnnmic 
integrction should mcke possible. For the Six it thus been 
estimated tha t  an a d d i t i o m l  increase of  GN? of 0.5% per annw 
may resul-i; From the crc?.tion cf the CommonE.~rket. These f?.ctors 
hzve bccn taken into 2-ccomt Sn the present report  by c s t i m ~ ~ t i n g  
thc future  rczte o f  growth a t  3.%, so rne~~i~ . t  higher t k n  the 
cstlnx'ztcs 3ublished i n  April, 1959 by the O m C ,  

17. -United StzLes end. Cc?nnd.a * i t  is  assumed tha t  the 
n i c  of cconornic cxonnsion w i l l  be 4 E y e a r .  This is higher 
tlizn the mercrl.gc c2nnuz.l compounded r a t e  of ck.ngc i n  the United 
S ta te s  sincc 9950, but t l x  growth r a t e  i n  some yems since 1950. 
hc?s 'been in f a c t  coi?,sidcrcibly higher than 4%. The increase in 
the lnbour force i n  those countries w i l l  bc considerzble and t h i s  
together witk P. gro jected continuctl i n c r e ~ s e  in outgut of  p i v r t e  
pass po2uc t  per man-hour, it i s  expected, will more t h n  cffset  
the antici2nted decline i n  nvercge annual h o u r s  o f  rrork. 



18. A n y  f o r c C 2 ~ t  of cconcmic g~owth i n  Comuiis t  Chin2 is 
p.r.ticulc?rly d i f f i c u l t  ; PcT cx~mj$e, there 5s s m e  2 o s z b T i t y  
thrLt thc extremely h;7.rs!1 pol ic ies  o f  the government w i l l  eventuall ;~ 
l e d  t o  ,z strong po;3ulm reaction, Therc i s  no sign o f  t h i s ,  
honcvcr, znd so f ~ . ~  tho government hzs gradually e:;t,-..blished very . 
cornplctc control  over the country, I n  view of the nresent 
wnderodevclopcd s tc tus  of the  Ciiinese economy, it is  extremely dif f i- 
cu l t  t o  make mnningful S ~ r c c c ~ s t s  Tor  the  growth & t h e  G W  of 
Chinc. The fi,a;wle cP 7.976 per ycrtr 1x1s bcen inclld-cd i n  the 
t~ .b le  i n  ptrzgraph 9 P-bovc i n  "chc- r u l l  lrnonlelige tlxt l i t t l e  weight 
can 'be-given t o  it. KoPe nleaningfirl i n  t h i s  c o n t a t  c r e  inclic~-t ions.  
cf future  ind-cstrial dcveloprncnts i n  Chim., It m u l d  be unrert l ist ic 
Lo c s s u i ; ~  th7.t the conmtmist lenders will not be zblc t o  impose cn 
their  wxn lc  thc szcr i f iccs  reciuiro? fclr ?chicverncnt of the* - ... 
mibitious ~3olicy of i ndus t r i~ . lh - . t ion .  O n  t h i s  zssumption 2. rnt;: 
of  growth oZ indus t r iz l  ?rodxction as high ?.s 15% might well be 
sus%nlned over the groatcr :?wL of thc perlod considered, 

Chml_ges In the relcitivc xosit ion of  KATO countries, ?n8 o f  thc 
Sovict bloc - 

j9 .  A fur ther  i r J~~ovcment  i s  expected i n  the re1 
of the Soviet bloc as conpnrcd with NATO countries, 21 
a b s d u t c  te rns  thc  diffcrcnce betareen the GWs of the 

. a t  ive po s it ion 
thoupa i n  
two blocs 

Projected Gross Bi~.tioncl Proaucts 

Total ?ATAT0 = 100 

Unitcd S t r t c s  and C2mda 
X'LTO Eztrope 

2,  , Sovie t  Bloc 3 t!- 45 

USSR 
Ezstern European SateLlFtes 

3, Corllrsmist China 

Thtl tt;t~-2. output of the Sovict bloc, which now rc:m?sents 
a30u'c 34:; o r  'chz't of TUTQ countries, i s  l i k e l y  t o  incrc:-.se t o  abou-t 
45% of the i r  out2ut i p  j975. The most  s t r ik ing  c,hangc w i l l  bc i n  
the economic %?.lance i n  C ~ o ~ 3 c ;  it aj?:?ecrs l ike ly  tha'c by 19-75 
tho n>-tional ~ r o d n c t  of t h o  Soviet bloc n i l1  excced by 18% thr-t of 
Emopean PU-TO counzrics; at ;?resent thc output of' these countrics 
s t i l l  cxcceds ti1c.t of  the Soviet bloc by tlbout 15%~ 



NATO ..C O 8 F  IDENT U&- 
c-U{&3)32. . . . .  . . 

20. lLLthough the UYSR may achieve s ignif icant  inercnses i n  
the prodcction of -sclcctcd cornmod.ities, there is no chance, however, 
th,-..'t she w i l l  f u l f i l  the 'bcsic economic t m k '  nroclaime8 bs M r .  

overtrtking US l eve ls  
970 c t  the l a t e s t .  
GI47 p r  head i n  NLTO 

of 'productivity and l i v i h i .  
The following t;?.ble. 'gives a 
'countries and. the - ~ o v i c %  

Gross N,?.tional Product s c r  Head 
( 1 358 dol lzrs)  

Total NATO I ,698 2,797 

United Sta tes  and Cnmda 2,502 3,876 
NATO Evxope 1,131 . 1,922 

Soviet Bloc 869 I, 708 
" ,  

USSR 908 1,792 - 
Eastern Europczn S a t e l l i t e s  786 ,510 

Tctr l  NATO = 100 

Total NATO I00 I 00 

. : . . . . . . . .  . united S t a  tc.s and. .Canada :. - 147 
NLiT0 Europe 

139 

. . ... 
67 

. . . . .  
. . 6 9  

.- . . 

Soviet B ~ O C  51 6.1 

USSR 53 . . 

E;;stcrn %ropean S a t e l l i t e s  
64 

46 . . ' 54 
. . 

bloc* 

Output pcr l.,er,d- i n  the UZSR i n  1958 wzs l i t t l e  more than 
one th i rd  of the UnLtecd Stc tcs  level ,  zlthough 1958 w m  a rccession 
y e w  POP tb.t country. Over the long tcrm, output per herd in 
the United Sta tcs  has grown very regularly by about 2% ger annunz, 
2nd there i s  no a ~ ~ p a r c n t  recson why t h i s  trend should change. To + 

ach.icve her proclaimed %?,sic economic task", the r a t e  of iacrense 
OF ?roc2uctivitg in the Soviet Union - new about 4-55 per annm - 
would n w r l y  B2vc t o  Couble - a quite impossible goal, 

21.' ~ h c  Sovict Union is unlikely to  m t c h  the United S t ~ t e s ,  
even i n  the out3ut o f  industry, the sector t o  which she is l ike ly  
t o  continue t o  give the highest y i o r i t y .  Her r e l a t ive  ,uosition 
w i l l  improve; R u s s i m  indwtry,  which i s  a t  >resent a poor second 
t o  Unitcd Str-tcs industry,  ill by 1975 hc.vc closed mxch cf the gap. 

22. Expected cbCIrges i n  standards of  l i v ing  merit special  
a t tent ion,  since it  i s  i n  terms o f  s tmdcrds  of l iv ing  thzt  m ~ m y  
- -~eople,  including those l iv ing  i n  underCLeveloped countries, w i l l  

N;LTO CONF DENT I!& -8- 



tend t o  compre the accomplishments o f  the Soviet and Western 
economic systems, A reduction i n  the advantage i n  standards 
of l iving now enjoyed by l!Torth America and most European members 
of NATO i s  indeed l ikely t o  tcke place, although t h i s  advantage 
w i l l  not disc?.ppcar, It i s  possible that  consump-f;i.on per hea& 
i n  some of the rime prosperous c i t i e s  of the Soviet Union, and i n  
such East European corn-Lries as Ezst Germany md C;zechoslovakia, 
w i l l  a;?proacb the l ~ v e l  reached i n  the richer part,s of Western 
Europe, Even now, the avcrcge income per capita In several less- 
developed regions o f  Western Earope i s  lower than thzt  of the 
Soviet bloc ES a whole which nevertheless includes extensive 
impoverished areas which l rg  f a r  behind the average, The 
dL7"fercnce i n  l iving standards i n  the West and i n  the Soviet 
bloc i s ,  however, not only qu-mtitative, but 2-lso i n  the r~znge 
of'choice offered t o  conslmrs; and it  remains to be seen 
whether planning methods i n  the Soviet bloc w i l l  become suffi- 
ciently f lexible  t o  provide goods and services as  vmied as 
those sold i n  the West, 

The posit ion of Co~mcnist china( 1) 

23, It has already been mentioned that  i n  t h i s  connection 
figures f o r  Communist  Chinese-GNP have l i t t l e  meaning since they 
can hardly 'be compared 1~5th  similar figures f o r  davelopcd 
countries, S t i l l  the fac t  remains that  a most st:riking change 
on the world economic scene i s  l ikely t o  be the e~nhanced world 
posit ion of the CS&?eSr: tw.g)nmy-, and, i n  part icu1a:r , of her 
industry. As a resul t  of  the policies of forced industrialis-  
t r t  ion followed by the conm-mist leaders, China might br 1975 
emerge as  a major i ndus t r i~d  power, Hsrhenvy ineustry inight by 
then be t h i rd  i n  t h e  world, although it w i l l  lag .far behind i n  
terms of  advanced tcshnology and per capita output, Her t o t a l  
industr ial  output night approach the present industr ial  output 
of the USSR - though by 1375 ~ u s s i a ' s  industrial  output, w i l l ,  
of course, have r i sen  considerably, 

24, china's industry is  a-b present not only ramer  small, 
but also technically weak, China produces l i t t l e  heavy equipment, 
precision machinery and complex electronics apparatus. She has 
few engineers, and these engineers often lack experience, China, 
therefore, remains even today closely depeneent on Russia 'ma 
the East European sa t e l l i t e s  f o r  .;he technical a id  and v i t a l  
supplies or" equipment which are reqv-ir ed f o r  her development 
programme, The vigorous ef for ts  which she i s  making t o  remedy 
these weaknesses are, however, reducing th i s  dependence rapidly; . 
China's reliance on the Soviet bloc f o r  technical s i d  and 
supplies of mcchinery .xi11 not disappear f o r  a lor@ time, but 
there i s  2 good chance tha t  by 1965 a t  the  l a t e s t  i t  w i l l  have 
becorim of secondmy importance f o r  the developmer-t of the 
economy, 



25. Such :-chievcmcnts w i l l  reoulre the acc~mulation o f  
f ~ r m i ~ b l e  qvmt it i e s  o f  c r3 i t a l ;  fhcy w i l l  r l s c  require extreme 

0 concentrcticn o f  investment resomccs c.n grcrluctim cztpital: t o  
3 the neglect of invcstment i n  housing m d  other social  construction, 
a In6ustry w i l l  hnve t o  continuc t o  enjoy pr ior i ty ;  zgriculture w i l l  
a ?  :x~obz.bly recckve only the rescuxces absolutely essent ia l  t o  12rovide 
PI ?'or minimum f cod requirements and necessmy e q o r t s .  The c&timates 

made i n  t h i s  :?zper of the possible fu ture  grcv?th o f  the Chinese 

E economy, theref cre , sccm ccnsistcnt only v i t h  mintenance of  
stcn&rds of l iv ing  a t ,  o r  only s l i g h t l y  above, t h e i r  pcsen-t vcry 
l o w  lcvel ,  

U 
W - Im73licr.t ibns ~ r i t h  r c s ~ c c t  --. t o  the under2evelowx3 ccuntries of the 
c;l Free P70rld . - 
z 
W 26, No study of the com$cmtive economic trends u-I tc 39-75 
W mould be complete if it did not clecl with the imglleations with 

respect to  the adc~dcve loyed  countries, s iJlcc XiTO govcrnmcnts 
hr.vc t o  xi increcsing extent expressed the im~ortcnce t o  lTfLTO of  

e r$ c?_cvelopmcnts In thcsc comtr ies .  The very wide gap in l iv ing  
I stGn&.rds bc tw~cn dc.vclopcd 2nd un&erdcvelopud countries is one 

W o f  the most serious problems fccing I'Iestcrn comtr ies .  Since 
El the wzr, the r 2 t c  of eccnomic growth in the m6-erdevelopd mccs  

c s  r- whole h2s increesed ?.bow €hc prc-war level. Populction z 
2 growth i n  thesc arez~s, however,, has r i sen  sharply 2nd the gcp i n  

income per head bctwccn dcvel~pc21 and unC-crd~vClo:-cd C o U X t t r i C s  
d h,-.s continue& to widenE Zc0nomi.c growth ?-rid industric-l isat ion 2.Pc 
U w incrcp-singly bcing reg?-rded by the peoples o f  the less-&eveloped 

a - corntr ies  a s  among the chief t e s t s  of successful goverrment, It 

\ 
-5-s dccisivo f o r  the y l i t i c ~ . l  s t ,?bi l i ty  of these a r c m  thp-t 
n o t i ~ e ~ b l e  Srogress be mde i n  t h i s  direct ion in the next I 5  t o  

2 20 years, 

27, The r rp id  growth o f  o u t m t ,  es2ecially i n  hemy i n d u s t a m  ?? cf the Sino-Soviet bloc n i l 1  no doubt continue to i n p e s s  the 
d pcogles of the newly devclopfng countries, Although the USSR 
U s tz r tcd  f rom an economic b,-.se substcnt ia l lg  higher than thc t  of 
~3 tbc undcr&evelopcd c o u t r i e s ,  the s p c t x u l a r  scicnt  if i c  and 
3 technologiczl rchievements o f  the Soviet Union w i l l  hcve ,cr consid- 
U cr?.ble imprct on the ~lerclcvelo;?cd coi-ntries, Thcse nchicvcments, 

3 if not counterbelanced by Western rxcgresx, w i l l  be incre~.singly 
cxploitc2 by &?~i~~rllunist prol3cgmdn i n  a ~ t t m : ? t  t o  convince the s' peoples of' these countrtes thc t  the communist model i s  the one 

PI 
t o  fo l lo :~  f o r  t he i r  indus t r ic l i s r  tion, Such propcganh w i l l  be 

I 
p ~ . r t i c u l a r l y  effective during periods o f  recession i n  ti?e Vest, 

a when the communists w i l l  t r y  t o  give the impcssion thr.t Western 

W fret economies a re  rcgidly losing ground c".s comg~.rcc?, ?:!ith those 

E cf Lhc ~omfkII l lc ' ? ,~~ '3  bloc, The growing economic strength cf the 
Soviet bloc w i l l  a lso make i t  ecs ie r  f o r  them t c  exp-nc" the i r  

21 cconomic offensive in  thc UQO-crdevelo~elt vrorld (I 1. 

2 I ) About the Soviet Economic Offensive, see documents C - ~ ~ ( 5 9 )  I 03 
d and C-M( 60)4, 
U 
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23, Thc ste,?cZy- govrtk of' the NATO cowrtriesT economies with 
the resu l t ing  incrcc-sing demand f o r  primmy commodities hr?s often 
bccn st=iJscd -LC be 272 im2ortnnt cmt r ibu t ion  t o  economic progress 
i n  'che under- develcpcct nre?s, However, on the b ~ . s i s  of p ~ . s t  
trends it sccns t h n t  t h i s  dcnand w i l l  incrc;lsc only by some 2-3% 
(m..ximum L$%) px 2mum, i . e ,  only sf  ightly s.bovc the increclsc 
i n  yopulation i n  the arc?.s concerned, P r o s p c t s  f o r  countries 
pro0-ucing Ciil'Tercilt com~odit ies  vaxy 5 Q e l y .  Oil producers, SOP 
cxc7mj31e9 w i l l  f 2 rc  much b e t t e r  thzn p r o C ? ~ ~ e r s  of t ropical  foodso 
On Lhc v~holc, however, it must bc rccogniscd thz t  d though 
incrersea t r rde  i n  3 r i m r : ~  c~rnmcdities resul t ing f r o m  2, stc,-,cl,y 
g ~ o n t b  i n  the Kest w i l l  mkc  dcvclo:2mcnt. o f  - undezdoveloped 
countrics eas ie r  t o  ~ichlcve, it ~ o u l d  bc wrong t o  expect tha t  
t h i s  incxzsed trzdc vould be sufficient t o  solve the basic  yoblcm 
of und-crdcvelopmcnt , 

29, Xt hzs bzcn suggcstcd that tbe v,r&rCevcloped countries 
should t r y  t n  increase the i r  foreign exch~iige ecrrtings by 
exporting l i g h t  illctus-trit.1 goods t o  the Y:cst, If' t h i s  solu-iiion 
i s  adopted i ts  consequences f o r  cer ta in  industries in  the Vest 
must be faced i n  r e a l i s t i c  manner, Increased cornirtetition from 
newly es tablishcd industries i n  underdeveloped couatrics w i l l  cause 
hnraships t o  some j-ni3ustries i n  the West, The cbi . l i ty o f  the 
ccrrmunists to cq3lolt  vrenlrncsses i n  the trade rc1c.t ions between 
industr ic l  ised cad. wid-crdeveloped couvltr i e s  ail1 under1 ine the 
increzsing impor tc-nce f o r  the Xcst of solving these problems. 

300 It seems unlilcely, horvevcr, thp t the Sino-Soviet bloc 
w i l l  becorne r r e d l y  lcrgc mc.rket f o r  the unCcrdcvclopCi countrics 
P.S z lZ7h3le9 -m-hss ~2rescrit ~ o l i c y  chc?.ngcs d.r ;?st l~nlly,  Corilimunist 
countries now 2-cccunt f o r  less than 3% ol" the tyasde them 
C O - ~ ~ T ~ C S ,  Their economic pol ic ies  .ss ref lec ted  i n  current 
Long-term p l m s ,  remain basically autarkic,  The im:?orts of the 
bloc f r o m  un.8-er-develo3ed countries w i l l  prob,ibly coxtinue to  
incxz-se,  3crhztps quite r z ~ i d l y  , but it scems very vnlilcely tha t  
they w i l l  2ccomt f o r  mom than ? smll 3 r t  o f  the trnde of these 
countrics by 197Te Conmunist bloc t rade ~ 5 t h  Lhcse corntr ies  
rr,2yp hovievcr, continue t o  be concentrated on a f a i r l y  small nwfBor 
o f  countries f o r  whom thc bloc would, thcrefprc,bc P. major trcding 
p m t ~ e r ,  

31 The overt-11 trr(7.e increase to  be e x y c t c d  from economic 
polivth both i n  WLTO countries and the bloc w i l l  not be sufficient 
to  f inancc the deveiopcnt needs o f  the underdeveloped countries, 
which v i l l  continue t o  dcgend on ex'ccmml a s s i s t a x e .  NATO 
countries arc ccntribu-tin g t o  the econozic dc,vclo~~rncn'i, of und-er- 
dcvcloped countrics by provid-ing Iargc  mounts o f  cc .p i td ,  Their 
t o t a l  a i d  and l o w s  t o ,  ~ i u ?  - ,riva t e  investments In, mdcrficvcl~pcd 
countries have r i sen  r a p i ~ l y -  ;:nd now reprcscnt :..round $5 t o  $6 
'b i l l ion ~ c r  ~-:.yLiium, This @?.;>itzl f l o w  nccounts f'or tl'bout 2@0 of 
the POP eign cxchzngc rcceigts  o f  und-erClevclopcd countries, f im.nCing 
gossibly zs  much c s  30-4G$ of net investment i n  these countries, 
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32 o Thc S-ino-Soviet cconomic and mi l i tz ry  assistznce commit- 
mci~ts t o  tiic unclcrclcvclopcd countries now t o t a l  ?.bout $3,8 b i l l ion ,  
I :qcnditurcs u n t i l  rccently h8.ve bcen r e l ~ .  t i ve ly  small but w e  
r i s i n g  ral)idly, The Sino-Soviet bloc will almost cer ta inly remain ' 

F. much srmller source of  capi ta l  Fo r  the u_lz&xdevclopqd countries 
than the 1-lcst, clthough in individual c ~ u n t r i e s  Soviet r i d  rncy veil 
exceed th7.t or" the T'icst rnd the m:mer i n  which it is given is  
c:lrer"ully ciesigncd t o  advmce comunist p f i t i c n l  ob jectivcs. 

33. Thesc su--plies o f  ccpi ta l  f r o m  the ?lest t o  the unGer- 
developed countrics, while ?laying 2. very lc.rgc r61e i n  hclning 
t h e m  t o  incre-se the r?.te of expansion of t h e i r  economies, prc 
c l e m l y  not enough, zn3- i t  is  i n  the in tc rcs t  o f  BTLTO countries 
t o  incrense thc i r  e f fo r t s  in  t h i s  rcsgect. It is d i f f i c u l t  t o  
foresee how thc flow o f  c a s i t a l  f rom NATO countries into  the 
underdeveloped mccs  w i l l  develop In future. Close t o  h2lf of the 
t o t a l  represents privnte capit2.1, rnd docs not reprcscnt a burden 
f o r  the pilblic f imnccs of  NATO countries; thc f l o w  o f  p r i v ~ . t e  e capi tc l  is l i k e l y  t o  y o v e  very sensi t ive  t o  the s t z t e  o f  2oliticp.L 
pel?. t ions between PfPfPfPfTO 2nd under&evc.loped countr i c  s find t o  the 
investment cliimtc in  these countries. This f l c w  w i l l  a l so  slow 
no~m if =1 widespre,?,d recession. c f fcc t s  the ab i l i t y  of  underdcvcloged 
countr i c s  to r e p y  t h c i r  debts an3 the mof i tc.bil i ty of  those 
pr *.,?ry pro&ucing industr?.cs into  -ihich-much ~f the pr ivntc cap i t n l  
i s  invested, 

31s. The $5 to  $6. b i l l i o n  of Y!estcrn crqitrtl  f l ow zbsorbed 
onls a s r n ~ . l l  f rcc t ion  of the resowccs avail?.ble t o  EAT0 countries - 
less .  
f r o m  
w i l l  

than 4% 2% y e s e n t ,  c l tho  
country t o  country, For 
be req-uirea to su;?:~lcment 

ugh thc prcportiolr v ~ r i e s  s u b s t a n t i ~ l l y  
many yems t c  come, NLTO countrics 
thc e f fo r t s  of the undcrdevelopcd 

countries themselves by ?roviding large groportion o f  the resources 
ncc ded 



METHODS AlXD SOURCES 

6 PP~ARFITION OF FIGURES ON GROSS NfATIOPV;L WLODTJI2T AT AliiBKET 1 a ----- 
Y 3'9R 1958 II\T DOLLARS 

_i__ z 
2 

(a) Concepts 

PI 1, The dePini%ion of gross nation31 2roduct o r  expenCiLture 
(a t  mmket p i c e s )  used i n  the regor* conforms i n  e s sen t id s  w i % h  
that give i n  Stmdx-rdised Sys t s m  of National ,'-ccount s ip  (1) , 
For the purpose of  r ez l  p~ oduct corngarison certain modifications 

U w e  necessmy ( 2 )  mhich ~ T f e c t  mainly the expenditure cl~.ssif ic-  
W ntion, These m a y  best be described by giving Tie expenditure 
c;l components : 
z Consum-ption covers persaml expenditures on goods md services, =and' a governineni; expenditures on health m d  educntion. 
W 

Gross 1nvestmen-i; covers -pivate as well as pxiblic p o s s  fixed asset  
formation, ch~unge in  inventories md the sr;u?plus or de f ic i t  on tha 

I current account of  the b,alance of  pcaymentsn 
W 

El Militmy outlay ccmpises r.11 defence expenditures covered 'cy the 
z EY20 definition. The ofFicic?l. Russian budget figures have been 

2 adjusted as f a r  as i s  h o ~ n m  t o  include the cost of mili tary police, 
milit'a-y instruction and resewch, militmy ins t~ . l l ,~ t ions '  and special  

d weapons, 
U w 
n EEd.min.istration includes all government purch2ses of  non-militcary - 

goods ,and services except those T o r  health education. 

,? 
L o For conversion of estimctes of national expenditure in to  

2. comnion cuzrency, o f f i c i a l  exch,mge rates  are unsuiteble, 8nd some 
method such as  thct  used i n  the OEi2C study - 1 7 1 4 ~  Intemation=?l 
Cornparlson of Nztional ProductsE' - must be fol2oved, This involves 
securing appropriate quantities, prices and values f o r  as detailed 
a breakdown of t h e  gross nationGi2 po6uct  as i s  possible f o r  any 
t w o  countries t o  be compared, iXId then weighiqthe qumti ly data, 
of each country wi-th the prices of f i r s t  the one and then the other, 
This ~r oduces two indices of ti?e real. product rclationship ~vhieh 
w i l l  diverge the greater the dissimilarity of the national outputs 
,?nn the price s t ~ u c t u r e s  ort the two countries (3) When more than 

W 
E (2) Comparati.ve national p~oroducts ancl price levels, Xilton Gilbert  
3 ,and Associates. 

2 ( 3 )  E.g., the GLP of I t a l y  expressed as a perccn-tage of the G W  
d or" the TJl?Lted Stctes i s  10,3% when valuation i s  made a t  United 
U States prices, md 6,% when valuation i s  mad.e a t  average 
W 
h Exnopecan prices, 
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tvo  coun t r i c s  a r e  compared, the  number of i n d i c e s  obtained incfezses  
inc reases  and i n  fs.ct r a p i d l y  becomcs.quite l a rge ,  

3 ,  It is  d i f f i c u l t ,  t he re fo re ,  t o  use t h i s  method of reval-  
u a t i o n  of gross  n a t i o n a l  expenditures  i n  a  common currency t o  ob- 
t a i n  s t r a i g h t f  orvmrd, unambiguous r e s u l t s .  The most z t t r a c t  ive 
method - although it is  not f r e e  f ro=  t h c c r c t i c a l  oSject lons - i s  
t o  use some nethod of averaging. This  has  bccn t r i e d  by the  O 3 C ,  
which has  f o r  example used itaverage European p r i c e s u t  i n  comparing 
t h e  econonies of d i f f e r e n t  European coun t r i c s  and of t h e  United 
S t c t e s .  The O3EC has  a l s o  proposed t o  use a s  t h e  b e s t  index of t h e  
r e l a t i v e  l e v e l  of two count r ics '  g ross  na t iona l  products  t h e  geome- 
t r i c  averzge of the r a t i o s  between t h e s >  products, measured first 
a t  t h e  first count ry ' s  pr ices ,  and then a t  the  second codntry's  
~ r i c e s .  

4. I n  t h e  present  paper, t h e  f i g u r e s  f o r  gross  n a t i o n s l  
products  of t h e  satellites, Western Europe and t h e  USSR a r e  based 

0 
on methods of averaging which t o  some extent  m&c i t  poss ib le  t e  
avoid over-weighting of outpu-t of p o r t i c u l c r  count r ics .  These 
methods have t h e  disaCLvmtrge, however, t h c t  t h e  comperisons, which 
a r e  not  made i n  a s ing le  s e t  of pr ices ,  a r e  t o  some extent  mz't3ig- 
UOUS , 

( c )  The RAT0 Countries 

5. The d a t z  on g ross  n a t i o n a l  product and i t s  s e c t o r s  a r e  
based f o r  most of NATO coun t r i e s  on a  study prepared for OEEC by 
Milton G i l b e r t  and Associates:  3%omparative National Products and 
F r i c c  Levelsyt ( coun t r i c s  includcd i n  t h c t  study are:  Denmark, 
un i t ed  Kingdom, Mortvzy, Belgium, France, Methc r l~nds ,  Gcrmrny, I t a l y  
znd t h e  United ~ t a t c s ) ,  For coun t r i e s  not includ:d,  account has  
beon taken of the  s i m i l a r i t i e s  between t h e i r  economies nnd those 
coun t r i e s  included i n  the  s tudy and having s i m i l a r  econonic s t ruc -  
t u r e ,  Thc r ~ t i o  bctwecn t h e  g rcss  nation29 product cP North Ameri- 
can and VVestern European NATO coun t r i e s  i s  c q m l  t o  t h e  geonet r ic  
hvcrage of t h e  r a t i o s  obtained by- weighting output of t h e  two groups 
of c o u n t r i e s  first i n  United S t a t e s  p r i c e s ,  2nd then i n  West Euro- 

e m  p r i c e s ,  Data i n  t h e  OEEC study m e  expressed i n  United S t a t e s  $ 1955; they  have bccn convcrtcd t o  United S t o t e s  $ 1958.by using 
appropr iz t e  p r i c e  indices .  

( d l  - The USSR 
6 .  For the  USSR, country con t r ibu t ions  t o  th i s  repor t  were 

used which exprcsscd output i n  1957 p ~ i c e s ,  The r a t i o  between t h e  
g ross  n a t i o n a l  products of the  United S t a t e s  and of t h e  USSR is 
equzl  t o  t h e  geometric average of t h e  r ~ t i o s  obtained by valuing 
t h e  outputs  of the two coun t r i e s  first ct United S t c t e s ,  and then 
a t  Sovie t  p r i czs ;  t o  convert them i n t o  1958 Unitcd S t a t e s  do l l a2s ,  
Soviet  expenditures '  f i g u r e s  were rml t ip l i i=d  by e. p r i c e  index f o r  
Unitod S t a t e s  n a t i o n a l  expenditures  i n  1958, 1957 = 100. 



(e) The S ~ . t e l l i t e s  

7* The estimate OF -he s a t e l l i t e  gross national poducts  c r c  
based on country submissions, The r?;tio between s42te l l i te  m d  
Vnited States gross national yroducts were obtained by using 
Ykstern European quantity weights f o r  valuing s a t e l l i t e  output, 
This gives cn estimste intermedizke between the es  kimates which 
would resul t  f rom use of s a t e l l i t e  m d  United States qu,wtity 
weights a The f igwe  thus o5tained hcs b=en ad jus t'ed t o  make it, 
as Zar as 20ssi5le, c ~ m g ~ r ~ . b l e  t o  Tigures given fo:r NNITO Zwope, 

NLTO countries 

9. The n s s w t i o n s  underlying the projectio:ns m e  tha t  there 
m i l l  be no major war and that  there w i l l  be no severe ~ n d  general 
economic depression, 

10. Projections r e s t  o n  assmj?tions &out the cl?,vacter of 
the economic and po l i t i ca l  s i tua t ion  in the future. It  is expected 
thot development i n  future w i l l  generally be in  l i n e  with growth 
since the end of tne WGT* 

11, FOT Emopem IJFXO countries --P i t  is expected that the 
current high r a t e  of  g~ovuth, ivhich i s  much i n  excess of  the long- 
term trend, x i l l  be more G,- l e s s  in&intnined; ollomnce has been 
made, however, f o r  a slowdoim i n  cxpmsion of Germm, vhme r a t e  
o f  g~c~ r t22  i n  the recent anst  was exceptionelly high., The p ~ e s m t  

t r e n d  towmd a reduction of working hours i s  expected t o  continue, 
and th i s  w i l l  also reduce-somewhat the increase in. the gross 
national p~oduc t, 

1 'The OEEC s ~ u @ :  ifGross Notional ppofiuct; j?sF om o- s i t ion  i2 1965 1975" Pmlris, 30th A p r i l ,  1959 (DT%/I%/,~J&) 
pr ep~.rscl by the Working Party of  Z?;ergy i,d- is ory C omnis s ionu 
proposes two ra tes  o f  growth; one more optimistic md one l e s s  
o~ti i 'n is t ic ,  It has been f e l t  t h r t  even the o p t i r n i ~ t i o  projection 
f o r  Puropean oomit~ies  (;in average increase i n  g r o s s  national 



it 
increase 

product of  3.2% per ye=) i s  t o o  low, In  the p c s e n t  pe;?er 
has been assumed that Europem gross national ;>roducts -sill 
by 3*7% per year or, the  average; ti?;-s estimate t&es into accourl", 
the beneficial  resul ts  which ere  i ike ly  %o accrue from the present 
efforts tovards European economic integration, 

13. For the United States md Cazrda the projections ,we 
based on recent stuGies made in  the United States, including a 
report by the Joint Economic Committee of the United States Congress : 
17Comprtrisons o f  the United States and Soviet economiesr?, studies of 
the National Plming Lssociation, es2eci~- l ly  "Long-Range Projections 
for Economic Growth - the 2nerican Econcay i n  1970ia, and a Department 
of  Labour study 9vhnpomer - Challenge of the 1960sifo These studies 
assume that the t o t a l  gross nrtional product of the United States 
wiZL increase in  f u t m e  by 4% o r  more per yems The Intern5tionp.l 
S t a f f  has used the minimum r a t e  of 4%, For the :2mg?ose of t h i s  p p e r  
i - b  i s  assumed that Vne Cmadian growth r a t e  w i l l  be a t  lczist cs h i  
as that  of  the United States. The CmaGim authorities project 
Cmadars growth a t  4.25% per mum up t o  1975. 

Q 

(b) The' USSR ' 

lkP The projection of Soviet economic gr-owth was based on m 
assessment of futme prospects of the Soviet economy, contained in  
a recent National .Plmning Association study (1). This. assessment 
i s  based on the following reasoning: 

it i s  d i f f i cu l t  to find in Soviet 
t,ained period of Efnorm& economic 
projection of future $rends might 

history any sus- 
growth, l r  on which 
be based, The 

most relevant; "normal pericdtt seems to be the years 
1951-58; 

over th i s  period, i n d u s t r i d  groduotion has r i sen  a 
swiftly, although at a declining rate,  amounting t o  
zbogt 1005$ per cmum over the yems 195L+5i -and 
9.5% per annum f o r  1951-58 as a whole. Agr5cultural 
output a t  f i r s t  stagnated,. but began to  r i s e  quite 
rapidly &out 1 9 5 3 ~ 5 4 ~  Estimates of the r a t e  of 
growth o f  the national income vmyP according t o  the 
weight given t o  agriculture a d  services; chi le  m o s t  
observers a p e e  t o  a r a t e  o f  6 t o  7$, some go as 
high as 8 to 8*5% per annum; and other$ remain 
f a r  below 6 t o  7%. 

13 future, ofTicisil Soviet plans seem t o  inply a 

. . - --. 
(1) c ommunist Economic Strategy, prei~ared by ,lo Nove 



further decf- i n  the r r te  of growth of indus- 
t r id  output, For ~ - ~ i ~ u l t . u r e ,  fas te r  ,growth - 
seems calleh 'f  o ~ ;  . 

. . . . 
Y 

3 (4) the exp&ctation of o fwther  decline i n  the ra te  

F? of industricl growth seems i n  fzct  justified by 
a number of fp-ctors which 'are likely t o  retzed 

PI Soviet economic developmat : 

(i) reduction Tn the emphasis on the ifgrowth 
inducingiz hemy indus try; 

b ( i i )  the impact of the l o w  birthrcte of the w m  
W 
c;l 

yems on the ra te  o f  increcse of the lakour 
force, This factor M i l l  &Fect the Soviet z ra te  o f  movvth f o r  a few yems only, however: 
~ f t e r  1964 the population of aorking rge will 

W once again r i se  ra2Ldly; 

( i i i )  tlevelspment of aclditional n3-tural resources 
is 'becoming more difficult .  There ax 
pr8.ctically no v i rg in  I~ads  l e f t  t o  be opened 
up f o r  agr iuulturs.1 production. without sub- 
s t m t i a l  investinents; exploitztion of the 
Zmge natural resources of  the East w i l l  
require costly investment t o  create the 
necess'wy infrastructwe; 

( iv)  there is  less scope than previously f o r  
korrowing VJer;t,era t echniqms , now that  Soviet 
indust~ir i l  eff iciersy has reached 2 f a ~ X y  
high level;  

(5) We study &so l i s t s  a  number o f  fmourable factms:  

( i )  the ed-ucatioztal e f f o r t  w i l l  p e q  diviCen3s, 
both i n  improving the q u ~ l i t y  of <fie labour 
force ,and in  faci l i ta t ing technical develop- 
men", 

( i i )  Soviet p1mahg9 with its p e r i t  op~ortxni t ies  
f o r  st~irdardisrttion and assmeld long runs, 
may prove very mi table f o r  the c3eveloj?ment 
of av-tcmcttion, ,","idtornation v d l . 1  also be f acil- 
i tated by the 12-ck of s t ~ o n g  workerst organ- 
izations; 



(iv) there remains much sxrplus kbour in 
agriculture; %hTs represents a rnmpower 
reserve on which. it Should prove possible 
t o  drm i n  fcture,  grovided a p p r ~ p r i ~ t e  
policies are adopted; 

(6) i t  would be absurd t o  pr'etend thz-t these other 
fnctors c m  be systematicr(.lly weighted t o  obtain 
sc ien t i f i c  predictions of growth pates The 
assumptions underlying the study m a y  not be corn- 
pletely fuUi l l6d;  ulr&oreseen events m a y  occur * 
,n31 element of  personcd. judgement must enter into 
m y  assessment; 

(7) on the whole, however, it seems pnrranted t o  expect 
that the Soviets twill  be able t o  sustain a r a t e  of 
industr ial  growth app?oxirnrtely 8% per ,u?nm. For 
agricultural poduotion, A thc growth rate i s  unlike* 
t o  exceed 4% per amurn, The overall r a t e  of  in- 
crease of output may be mound 6% per mnum, a t  
l eas t  un t i l  mid-15$01s. (1n the s t d y ,  a r a t e  of -- 5@8% has been used for the period up t o  1975). 

The. , . .  . ~ a t e l ~ i t e s  

15. It was f e l t  that  the most renl ia t ic  VET of projeoting 
the growth of  We s a t e l l i t e  economies would be t o  start f r o m  the 
r a t e  of  growth projected f o r  the Soviet Union, and to assume that  
the pate for the  sa t e l l i t e s  vrould- be somewhat lower; 

- 6  . . -  - .  (1) the s a t e l l i t e s  have bzen following, 2nd are l ikely - 
t o  continue t o  fo l low,  :~olicies closely folloning 
t h e  Soviet sat'tern. 3vci1 Pol,md, mhich has 

r , - .. .- depsrted f r o m  the Soviet models in  some ways, . continues t o  give p r io r i ty  t a  hemy industry, mC7L 
followed the Soviet exmple when Russin decided t o  

a 
< speed up the .growth of her chemic~J industry; 

(2) thkse policies,  hovrev&, cannot be cxpected t o  
resul t  in 2 ra te  o f  economic growth mtching 
tha t ,  achieved by Russia; 

(i) met'xods of foreign tr&e in the s a tu l l i t e s  are 
inefficient,  Progrcss made in furthering a 
r r t i o n d  divison of l rbour  between various 
s a t e l l i t e  economics hcts been insufficient , 
continues t o  mcouater d i f f  icul t ics ,  T h i s -  w i l l  
s low dovim ?fie introdlict ion of  automrrtion , 
techniques of mass ~roduct ion,  etc,; 



( i i )  nztural  resources i n  the s a t e l l i t e s  ,we 
l in i ted ;  they a r e  not s h m e d  2s they 
shou-ld be be twen the diffhrent  countries, 
becmse of the inefficiency of Foreign 
trade n:cch,misms, This v i l l  d i s t o r t  
the pattern of development of these 
n a t m a l  resources, by forc i rq  some 
s ~ . t c l l i t e s  t o  jpodv-ce goods which might 
be lwoduced more c h e q ~ l y  elsewhere; 

( i i i ) t h c y e  i s  3lrnos t no movement of c ~ . p i t a l  
and l ~ b o u r  bctmcn the s a t e l l i t e s .  Thus 
Z3s t Germa-i, . with r. highly-cievel oped 
in&strg, n i l 1  suffer  from n lckour 
s h o r t q e  a t  the s m e  t i m i :  c s  Bulgaria 
s7&fors Fron scarc i ty  of capi ta l .  I n  
Russin, on the other hnnd, large t r ~ n s f e r s  
02 labour 'md c r q i t c l  ZLCPOSS the C O U - Q ~ P ~  

ccon bc mdc f r e e l y  if neccsscry t o  speed 
up economic growth; 

(3)  it has been assumed t b t  the g r o s s  national 
product of thc s r t e l l i t c s  would grow by 5% 
ner ycm i n  the pcriod v v l t i l  1975 I.c. l e s s  - 
then thc 5.8% r ~ . t e  projected for Russia. The 
ra t c  u n t i l  1965 is  projected s t 5 3 6 ,  

(d) Communist China 

In cpprcising Conununis t Chinaf s f'ut-ale economic 
strength, the ixaiiz erni3x~sis hcs been pip-ced on m assessmcmt 
of the possible growth i n  indus t r ia l  production, I t  i s  
considered tha t  comparisons o f  gross  n c t i o n ~ l  product be tween 
countries where levels  of  development m e  so different cs  m e  
those of China md the developed countr i ; .~  of  the West m e  
not very meaningful, 

which fiescribes thz carrcnt  d evelopment pol ic ies  or tne - 
Chinese mx!hori-ties, This pq)er suggests that the Chinese 
Co~muuists h-ve f omd ,an effect ive v:ay of us i rg  the vas-b man- 
power resources o f  the  couatry, while conserving sccxce 
resources of cap i t a l  md skilled lcbow? to the grez tes t  possible 
extent ,  In Sc-vowable circmstzfices - a d  iil p w t i c u l a r  if 
the pxwxure imposed o n  ~e people does not l e d  to  a r evo l t  - 
these policies seem ccpabla of giving r i s e  t o  very high ra t e s  
of indus t r i e l  grow-zh h, 



It i s ,  of' course, d-Xficult t o  ;?redic t what that  r2-te of 
gpowth night be; but a &aess bs been n ~ L c  that the r z te  might 
,amount t o  about 15%' u n t i l  1970, mC! 2bou-t 1% in  tine f ive  
following yems, This r a t e  o f  growth is l e s s  than thzt achieved 
between 1952 and the first h d f  of  1958 - ma, of course, f-.r 
l e s s  than that  achieved i n  the second h?.l..f of 1959 m d  i n  I ~ G G ,  
n t  the height of the f ormxd l e ~ p ,  I t  i s ,  however, higher t h m  
tha t  r a t e  achieved by Russiz i n  the  i n i t i a l  period of her f ive- 
year plans, u n t i l  her growth wrs checked by the purges and by thc 
re2mament e f fo r t ,  But, it c,?n be crgued, that  ChinaP s Ic=tdcrs 
have f a r  be t te r  control  over the population than SGalin over did, 
and that  their  present pol ic ies  i n  overcoming the t w o  m a i n  
obstacles to rapid indus t r ia l  growth: the capit21 and ski l led 
labour shortaces * 

Assuming such 2- r a t e  o f  grotvth, it seems thzt  by 1975 
China's inGustricl output will be of the snmc order o f  rn~mitude 
as those o f  thc United Kingdom, W s t  Germany and J ~ q c n  (17, md 
m i a t  well exceed them i n  heztvy industry, 

The projections of indus t r ic l  output c m .  serve as  a 
basis of a rough  guess concerning the growth i n  ~hinn's t o t a l  
gross national poduct ,  T h i s  e stimctc i s  bcsed on value added 
at Chinese prices, which nay overweight inCustry as compmcd with 
agriculture am3 services; and, of coursc, use of d i f fe rent  
weights might b v e  lect t o  =1. lower cstimate o f  tho r r t c  o f  increase 
o f  the  gross nctional product (2), Hm~evcr, any conceivable 
system of 'irveigh%s would be t o  some extent u n s a t i ~ r " ~ c t o r y ,  bccause 
there is  no r e a l l y  meaningful w a y  of' measuring o~t-gmt i n  constant 
prices when the composition of t h i s  output chcnges r s  rapidly 0 
as i n  China, 

The t & l e  below assumes tha t :  

( a )  value added i n  agriculture was roughly equal 
i n  1958 t o  the vciluc adC;.cd by industryp transport,  
h8adiCr ,a? t s 3n.d c ons truc t ion, ,?nd tha t  vcluc: 
adcled by government ,and consumer s ervices half the 
value added by e i t h e r  o f  thcse tvo scctors; 

(I ) See ~ C / 8 9 - ~ ~ / 6 2 ,  compmison of indus t r ia l  .output i n  China, 
Jqm,  the United :(ingdom md VJest Germany, 

(2)  For example, We use of value added estimates Tor the three 
categories i n  1958 of 46, 30 and 24, respectively, would 
lead to  a growth r n t c  -of 7.25% per mum, 



the output of the industry, transport,  handi- 
crafts and constructipn sector w i l l  g r o w  
sornewJrral l e s s  thm output of ivulus try alone 
(13% and 8% instead of 15% ~md  :LO$) ; 

agric~nlt-wal ou tp . t  w i l l  increase a t  the sane 
r a t e  of population, o r  possibly s l igh t ly  . 
f zster ;  

urbanisation n i l 1  yequire output o f  services 
t o  p u y ~  SUBS t a n t i a l l y  f as t c r  t h m  population, 

Agriculture 40 

incus t ry ,  
transport,  
construction, i 
handicrafts 40 

Government 
and c o ~ ~ s ~ ~ n e r  
services 20 

Estimated 
EiK2 

Output 

16, , The s t a t i s t i c s  on i,70pulation f o r  the WATO Emopean 
colmtries are Trom the OE2G report  o f  30th S . ~ 3 r i l p  1959, 
mentioned ea r l i e r .  .The 1950 f igures  have been obtained by 
interpolation.  

17. For the United Status,  Canada, the USSR, the East 
E~0psS-n  s a t e l l i t e s  and China, use was made of' the s t a t i s t i c s  
i n  the United ru'ations publicztion: :fs*,ccroissemenk de l a  
p ~ p u l o t i o n  mo,rciiale dans 1' Evenir , t a  New Yorlc, 1958, The 1958 
figmxs f o r  these countries wem 21so obtained. by i n t c ~ p o l a t i o n ~  

(b) Po-oulation o f  Working :.fie &ge group 15-64} 

18, For PL'LTO Z w o j y m  countries, the 2o;)ulation of  working 



age was calculated on the bases of the O G E  report  CPDemogrzphic 
Trends i n  'Westeri~ Surope, st  3.956, The r a t i o  betmen t h i s  
population and t o t a l  population f o r  1951 has been applied t o  the 
t o t a l  pogmlation f o r  1955 (OEIX report  o f  30th Lpr i l ,  1959) t o  
estimate the population of working age f o r  that yew. The 1958 
da ta  have been obtained by intergolation, For 1965 and 1975, 
the changes envis&cd by 0EEC i n  i t s  report of 30th ,lpril, 1959 
have been used in  projecting - h e  figures. 

19, For Canada and the United States,  the s t ~ t i s t i e s  on 
the population of working age LVC f rorn the O Z Z  S t a t i s t i c e l  
Bul le t in  of Elarch, 1959; f o r  C-day s t a t i s t i c s  have been 
extrapolated f o r  1958, 1965 and 1975* while thosc for  - h e  Unitel! 
S ta tcs  hme been extrapolated f o r  1958 sw.3 1975. 0 
N, PHYSIC?L PRODUCTION 

20, The f igures  for.  1957 f o r  1V:TO cam-tries hme been 
tcken f rom the O m  Genercl S t a t i s t i c a l  Bullet in,  July 1959. 
For Russia and i t s  East Zuropeai s a t e l l i t e s ,  the s t a t i s t i c s  are  
from the United Nations S t a t i s t i c a l  Yem Book, 1958 and f o r  
cer-tain products f r o m  Vne Soviet Plan Fulfih.ent  Rcgorts. 

21, Projections of physical production hme been based 
on the following sowces: 

(a) Soviet bloc countries, physic21 output i n  1965; 
estimates a re  based on ma i l ab le  p lms ;  

(b) Soviet bloc countries, ph;-sic& output i n  19-75; 
i t  has been assumed t h ~ t  the $ increase in  the 
10 y e a  1965-75 would equcl the increase planned 
f o r  the 8 years 1957-65, This allows fo r  some 
reduction in the. rat2 of indus t r ia l  e q m s i o n ;  

(c) f o r  European NLTO countries, projections are  
based on OEX estimates(?);  

(d) f o r  3~2th America N2TO countries, the ;3rojections 
are basical ly  ident ica l  'with thosc in  the 
previous studyp AC/89-~/11, table 7. 

EX (58)3, Energy ,",dvisory Commission, P r o v i s i o n ~ l  
of f u e l  demmd and imports i n  1965 and 1975. 

projections 



POPULfIT ION 

A r e a s  
, , .  . .  . . . .. . 

T o t a l  MAT0 . . 

United Statcs and Cz~ada  
Other NATO countr ies  

S o v i e t  bloc 

US3R . 
Eastern Europsan Sa t e l l i t e s  

Coaxnuilist China 

Totc.1 NATO 

United States  and Canada 
Other Id'TO c o u n t r i e s  

S o v i e t  bloc 

USSR 
%astern Guropean Satellites 

C omlunis t China 

United States and Canada 
Other NATO countries 

Sovie t  b loc  

USSR 
Zastern E u r o ~ e m  S a t e l l i t e s  

Colimmis t China 



TABLE I1 

. . . . . .  
A r e a s  

1. T o t a l  KATO 

United Sta tes  and Canada 
Other ILTO countries 

2. S o v i e t  bloc 

USSR 
Eastern European S~tellites 

3 .  T o t a l  NATO 

U n i t e d  States and Cmada 
Other U T O  countries 

6 .  Soviet  b loc  
USSR 
Eastern Europzan Satellites 

j ,  TotalNATO 

United S t a t e s  and Can3da 
Other N,,TO countries 

5 ,  S o v i e t  bloc 

USSR 
Eastern European Satellites 

Projections 

(millions) / 

100 
loo I tg 

1 10.5 
I 128 

100 
,o, 1 E; \ 132 

f 121 
T o t a l  N,'iTO = 100 

loo  f 100 



PROJECTED GROVI'K 

fi r ' e  a s 

1. T o t a l  2;rATO 

United Stctes and Canada 
KLTO Zurope 

2, Soviet bloc 

3. Communist China 

Indexes 1958 = 103 



3. PROJECTED NLiTIOEiJL PRODUCTS 

i A r e a s  

Unitad States and Canadz 
MAT0 Europe 

Soviet bloc 
USSR 
Eastern European Sa t e l l i t e s  

Com~unis t China 

Tota l  NATO 

United S ta tes  and Canada 
BTXO Zur ope 

Soviet bloc 
USSR 
Eastern Eumpean Sa te l l i t e s  

C oimuni s t China 

The r a t e s  o f  growth used m e  as 

United States arid Canada: 
NATO Europe  : 
CSSR lr 

Eastern Eurcpem- 
Satellites: 

b i l l i o n  1958 do l lms  
781-9 1,020.8 1,494-. 4 

t i 
52.2 88.9 . j . . -  190.1 

Total  IUTO = 100 

zcro 100 

follows : 
4.Wj 
3.7% 
6.% f o r  1958-1965 and 
5.8% f o r  1958-1975 
5,576 f o r  1958-1965 and 
5.@ f OP 1958-1975 

7- 9% 

NATO COHTIDEiWIiil; 



GROSS Nii!S'IOP?iJL PRODUCT PEA HE1'JIL258, 1965 ..-A- 1975 
(1958 dollnrs)  - 

A r e a s  

Uni ted States  and Canada 
P;;',TO Europe 

S o v i e t  . b l o c  

USSR 
Eastern Zuropean S a t e l l i t e s  

United States and Canada 
PILATO Europe 

LOO 
100 

S o v i e t  b l o c  

VSSR 
E a s t e ~ n  European S a t e l l i t e s  

T o t  a1 NATO = 100 ..". 
100 , 100 i 100 Total NATO; 

United States and Canad-a 
FATO Europe 

S o v i e t  b l o c  

US3X 
Eastern European S a t e l l i t e s  





EI\ERGS (1) i CRUDE STEZL 

Tot21 YiiiTO 
United S t a t e s  
and Canada 
Othur NATO 
coun t r i e s  

I 

1,380 f 2,3$2 
1,002 1 1,790 

i 
380  j 522 j 16 i , 

Index L957 = 100 
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Sovie t  Ec~nomic: Growth; a Comparison with the 
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