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CIA/RR Project 3=51
The Role of ORR in Econcmic Intelligence

I, Introduction « What Is Cur Preblen?

The purpose of this paper is to sst forth the neture and magnitude

of the tasks which the Office of Research =nd Reports, Central Intelli-
gence Agency, must perform to dizchargs its new mission as set forih inp
RSCID 15, This directive calls upon the Central Intelligemce Ageney %o
coordinate foreign econamic intelligence relating to the natinnal security
throughout the US Govermment ond %o produce such otomomic intelliganco awm
may be needed to supplement that which other agencies must produce in the
discharge of their regular missions. This paper ls concerned primardily
vith the produeing rather than with the coordinating respensibilities of

14

During the first half of 1951, CRR wap engaged in taking an inventory
of its ignorance eomcerning tho econany of the Soviet Bloe. The main
purpose of ithls lnventory was to establish a basie for planning a progrem
of basic regsearch to which OFR should address itself. Such a program must
spring from a clear concepiion of why the US Government noeds foreign
aconomic intelligence, what foreign economic intelligence ls, what role
ORR ghould play in the total cconcmic intelligence offort, mnd how the
peculier character of the Soviet econony and of our informaticn about it
influences the methods that we use. This Introduetion is devoted to zome
comments on these four topica.

A mggaﬁhmﬂnz«%@mﬁmﬁ&&é&ﬁ%@ﬁ%}&&&%&m@m
Rart upen sdequsto forelen econamle intelliremaet

Forelgn econanic intelligence sorves at lezst five purpeses in the
desizn of polieles %o proservs our ratlonal sscurity. These five pUrposso,
vhich should ba kept contimously in mind do plasaing cur sconomic PBEGATCn
program, are as follows:

1. To estimate the pagnitude of possible provent or fulvre military
or other threats to curselves and our 2liles. A potential enemy can undeye
take suceessfully only these niiitary operacions which its sconamy s capable
of sustaining. In the very short run, ite sirongth may be messured in tormg
of the menpower which 1% con mobilize and the stocks of Pinighed weapous of
war and militery supplies which it hee en band., Incressingly in modorn
times, howsver, military potential for anything but the briefest cempaigns
has come %o depend upon the betal cconanic rascurces availeble %o a naticn,
including thome neesssary to support the civilien cconcmy es well as thoee
necanaery to produce and operate the ingtroments of var.
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A clear picture of the magnitude of the present end posaible
future military or other threat is neoeded to guide us as to the over-all
magnitude of the dofense effort in which we must engege in order to pre-
serve our freedoms in the event of war. :

2. To estimate the gharscter and logation of possible present or
future military or other threats. Decisicns which the USSR ar eny other
potential enemy make with regerd to how they will sllocate their rescurces
1imit what they can choose to do, If they elect to imvest largely in
nilitary installations in the Far East, their potential for attask in
Europe is correspondingly restricted. This 13 not a maiter of judging
their intontione but rather of seeing what limitations are placed on the
courses of action open to them im the future by decisions which they make
today about the allocation of their total resources.

A principal purpose of thus ostimeting the character of
military or othexr threats with which we may possibly be fased iz to guide
us in designing cur own dsfenes offort so that it will protect us against
roal rather than imeginary dangers-

3. To apsigt us in estimating, within the range of the poocibils,
he ipbentlons of the USSR or any other potential smemy. The etoncmic
rosourcee of the enemy and their presont distribution permit him to
solect any of a range of possible or probable courses of zotden. Within
thie range certain ecomomic events may furnish indications zs to which
alternatives the Soviets intend to pursue and vhere and when.

These indications of imtentions may be very important im
assisting us to adjust our defense preparations %o meet ths mosi probable
dangere.,

4o To kelp policy-makers decide vhat we can do to redyscs possible
o probable military or other threats bty impairing on cnemy's sconomic
capabilities to carry them out. This includes mensures that cen be %taken
to wesken him in advance of hogtilities and thus delay or prevent hip
decisicn to engage in them, as well as meagures to voasken or degtroy the
econonic bagis of his militery power should he choose to commit it in
general war,
1 ence can help in suggesiing avch measures, in

Eeconcmic intellig
e85, snd in forcecasting tho enemy?’s probable

1
ostimating thelr effectiven
rgaction to tham,

5. To asaist in catimating the probable develorment of tho redative
sirengths of tho Easi and the Vest over the pext fow years if global hoatilie
ties are avoided. A major puwrposs of these comparisons ig to golde US peliley=
nakeors. The preceding four objecitivesz ars concorned with cteps which the
Tnitod States can take to defend itgelf against actions of & hostils power.
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Equally impertant is the dosign of thst politicazl policy which will have
the bsal chance of achieving our shjectives without hostilities. Essanitial
to the planning of such a policy is the most cccurate ssgtimate possible of
the relative economic strsngihs of both sides. There are equally grave
dangers in a serlous underesiimate and in a serious overestimate of future
Soviet economie strength. FEither will produce poliecies more likely to bring
on var than will an accurats estimate. The evaluanticn of Soviet strength
implicit in varilous of the proposals for US policy now being sdvaneed in
this country varies widely from great economic wesknesses to very consider—
able econcmic power. A prime goal of autkoritalive ecomemlc intelligence
is to provide the information that will narrow the "guoss ares.”

A1l the studies thet (AR preduces sheuld reflect an pwareness
. of theea oblectives of econcmic inmbelligsnoes.

Briefly, sconemic intelligence ia Intelligence relating to the hasic
preductive rosscurces of an area or political undt, the goals and objeciives
which thoge in comtrol of tho rescurcos wish them %o serve, snd the waye in
vhich and the offectiveness with vhich these xescurcss nre in fael ellocated
in the sorvice of theze variocus gosla, There ore a wmbsy of conlusicns as
tc the paturs and limits of econcmic intelligenes which eall for clarifiestion.

1. In the first place, thore iz sometimes & tendensy to rogexd the
ubole of econumic intelligence arm encompassed in a more inventory of avelile
able resources of labor, raw materials, and inmstrumsnte of produciion. This
inventory is a necessary part but only a pert of the total economic problem.
in inventory of resources by itsell without an undersianding of the geuls
vhich they are designed to serve or of the methods cmployed %o allcoate thenm
in the service of those goalz can tell us little about cepa®ilities, velners
abilitles, or intentions. The Allied Powsrz havo a total sisel capacity
valch is more than four timos as great as thait of the Scviet Bloe, tut ouch
a comparison is highly misleading. For the Tnited Stateon to achisve its
minimm goals, even in a time of crisis 1li%e the prossnt, stecl muct be
allocated to meny uses which the Seviets rogard ss of low or nsgligible
priority.

Puxthormore, & modern sconay in chorecterized Wy s highly
complex web of intercommections smong iits warious parte. The copseities
of the econoamy msy be limited less by the over-all svailabililty of rescurcans
than by a failure to kesp all the coumplex interreiations in belanes. Thus
Lank producticn, for instance, may bo limited mobl only by the swailability
of steel from vhich to marvfacture the tanks bub also by the stecl available
to meke the ralls ond the freight coers neooasary to carry stesl from ctecl
plants to tonk plants, or, more remobely, by the sbesl requirsd for the
machinery nocessary to mine the eeal te operate the railrosds. Thus
cconomic intelligence must o as much concerned with the gools which ressurces
are to gerve, and the ways in vhich they are reladed te each othor, as with
the physical inventory of the resources themzelvesz.
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2. Apother problem relates to where econcmic intslilgonce leaves
off and poiitical, military, and scientific intelligencs bogin. 3ince the
social organism is a whole and these ways of dividing it ave sonevhat
arbitrary analytie inventicms, precisc lines between the sogmenis sre
impossible to draw, In very rough terms. sclentific intelligence follows
the prograes abroad of new seientific idees through the research and
devolopment phasea. When these tochniques and methods begin %o bs employsd
breadly in production, they became the province of esoncmle intelligence.
Hilitary intelligence is concorned with the character and espacities of
the nilitary establishments of foreign counivies arnd with fovelign targets
for our own militery efforts. Where the character of the wmilitery sstablishe
nent dspends upon rates of production or vhore the targst of cur military
effort 1s the cconomy of the potential ensmy, the lines botweon militayy and
econonic become blurred. The oulpat of final military equirment and the
paysleal targets on which our military forces mast comecentrate are cleariy
a prine concern of mliltary intelligence, On the othor haed, cconcuie
anslysis is requirod %o porirsy the complex newus of ccononio supvert on
which military producticn depende and to pursus the esrmenic chein
reactlons which might result from the desirzuvollon of perticuwlar producing
faciiitise.

The overlapping betwsen politiesl and soonenic intelligence is
even groater. One of the bost ways of studying the goels whick g colleciie
vized otale wishes its sconomy to serve is to exunivs the institulional
machinery that it esteblizshes to gulde cconomic processes. Thne cariain
of the insiitutions of govermment, although in a senze political phoncnens,
may have profound ecenomic aignificanco. On the other hand, cconcmie condie

£
3

tioas ave of course an irporient determinemt of the sttituden, leyulties,

and compositicn of politically imporient groups. In these borderiins arsas,
it is the purpose end objeot of inmvestigotion rather thea the diseiplines
employed that determine whother Intelligence ie properly to be bomed socncale
o political,

3o A Piza) point of inportence which the moalyet must kesop iv mind
iz that econcaie iIntelligence ls not alwaye the sane thing as cconcuin
informntion. Even the most basie econwmmic lateliigsncs should alveye bo
produced in relation to the needs of some imbelligence consumsr. The Central
Toteolligence Agercy is chavged with predueinz foroirn sosnomie ir edllligsnca
relating %o the national pecurdty, and the consmumers of its produrt ave
those US Government officlals charged with guarding the wablonal securiby.

A vazt smount of information - indoed, almozt all faformation we shoud
foreign economies may bs rslevoul to national security probloms, Mot it is
not economic jpteilicenca until 1ts relevenos to those problems 1o made eleay.
It iz the Pumeticon of intelligeacs wod to mirsue imovledge for i%e own soke
tad rather to throw Llight on the probable consecusuens of present or fubure

1 tho intelligspce anelyst is 2ob 2 poldicy-oskeor, heo mast

cetion. The L
constantly strive to kegp Ao wind the relevanee of informstion to policy
-~ A g 3
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prcblens, whieh clons con tranefors inforraiion/ into indell
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Many US Govermment agencies are engeged in the preducticn and
collectlion of foreign econaomic imtelligence. Therefore, we camnct
dotermine our program of reseerch on the basis of the foregoing statemsnt
of the purposes and mature of economic intalligonce alone. We mmst alzo
consider how our activities can bo made Yo roinforce rether thanr o
duplicate the great amount of work which others must carry oz in the dipe
charge of their own missicns, Cur recent survey of foreign econcmic
intelligence throughout the US Govermmon? suggests e mumber of conclusions
as to what the foecus of cur activities shovld be,

1. First, ocur survey revealed that one of the most urgent noeds
of tho Covermment is for sams contrel spod whers all the economie
intelligence collected snd produced throughouvt the Govermsent can bs brought
Togother and focused cn national securilty jssues. In rocogniticn of this
need the Fationel Security Council has dlvected that the Ceniral Intelligenco
Agency chall perform this ccordinating function. Although thie TERET i8
directed al our production program, cur ploms Por imtelligence produetion
within ORR must teke full asccount of these ccordinating responsibilities
which go aleng with cur substantive efforbe

2. A second conclusion of our survsy has bsen that the area most
in need of substantisl additicnel sconanlc intslligence offort is the
Soviet Blec, This is partly bocause the Irom Curtain bag mede access o
Soviet etoncmic imbelligence more difficuld, psrily becsuso the Soviet
economic potential is perheps the most eritical key to cuwr naticoel security,
and partly becsuse, for a variety of rcasons, the ecencmle potemtial of
other areas crucial for cur maiional securily, such az Western Europe, hes
besn much more exbtensively studied. The mature ccoucnmics of Westera Burope
have long been an cbject of study by both scsdemic and govermmental
econonistass The European Recovery Progrem hes stimulated intensive analysics
of the characteristics, noeds, ard prospecia of the Mershall Plan countries.
Tius the econcmic research effort in mamwhours dizectod at tho USSR apd its
Satellites has been wastly less than that spplied to Wesiern Burope, altbhough,
bocause of the Ircn Curtain, the effort required o produce camparable undorw
standing ie many Yimes greater. Tor those reasoms, wo have coroluded that
the primeipal effort of OFR in intelliganece production must bo focused for
the Immediste future on the cconomie problenms of the Ssviet Blos,®

3. We began this research effort with an imventery of ¢ur kpowledge
of the USSR itself. This, of course, is only a part of the problem. The
econciiies of the Eurcpean Satellites, whose analysis was cvr second task,

#* Tho Soviel Hloc excludes ¥ugeslavia and Finland and includes the Buropesn
Setellitos (Fact Gormeny, fest fustria, Poland, Czecheslovekia, Aubanie,
Hungery, Bulgeria, and Albania) and the Esstexn Satcliites (Commmist Chine
and Communist Korea),

> 5w
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ure likewise crucial to the Soviet economic potential. Regent events
have highlighted the importance of China to our estinmates of Soviet
strength and intentions. A final source of Soviet stremgth, which mus:
be another objeet of our efforts, is the rescurces that the USSR eould
Graw upon either now or ag a consequence of future developments outsido
the vresent boundaries of the Bloe.

4- A final weskmess of the intelligence eff'ort as revealed by
cur inventory is that the demands which have been placed on the limited
mmber of analysts working on the Soviet econcay have been so frequent
and insistent that analysts have had 11ttle or no time to do the basie
rgasarch pscessary to supply answers in s confident and authoritative
form, If eur effort is to be useful at all, it must be on a sufficient
scale and of sufficient depth to provide a much firmer faetual foondae
tion for the eatimating process than econcmic intelligence has besn
sble to produce in the past.

There are & mmber of special characteristics of the Seviet econcamio
iatelligence problem which shape in important waye the methods that cen be
used to study 1t. These are not, however, all charseteristics which melke
the problem more difficult than that of other areas., We nay consider first
soms of the things about the Sgviet econony which simplify our preblem and
then lool: at some of the factors which make 1t diffiecult.,

1. The faet that the Sovist econcny 18 centrally planned to ashieve
the goals of a small group of men acting collectively foeilitates analysis
enormously. In the fyse economy of the United States the tastes and desires
of 150 mi11ion differont unpredictable psople all have sn influence on what
in faet oecurs. The behavior of major secters of ths sconomy 1s greatly
affected by the individual plans of countless oonsumers, easch with a
different and somewhat unpredictable quantitative welght, In the USSR there
is cne set of plans which dominates all others. Thus it 4s ocnly by in-
adveortence that anything can oceur which, from the podnt of view of the
master plan, 1s irrelevsnt or unimportant. This makee the seoond Job of _
econcnie intelligence deseribed above namely, the elusidation of the goals
and objJectives which those in control of resources wish them to BRIVE wm g
great deal. easier. Almost anything thet happens can give us some clue.

2: A related point, true to some extent of every sconomy but
especlally true of the Sovie’, is that everything depends on everything
else. The interconnsctedness of the economy and its subservience to the
master plan mean that there are many different ways in which an eoconcmic
fact can be ascertsined. Steel production can be estimated directly from
evidence as to the location end capacity of steol mille or indirectly firom
svidence of the manpower employed and of the irom ore or coal or alloy metsls
or other imputs available, frem the total output of all the produots mado

-b =
djeimimiy
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with steel, or fram tho capacities of transportation freilities serving
the steel industry. The lack of direct evidencs on some of the things
that we most want to imow, as revealed in the resulis of cur inventory
of ignorance, emphasizes the very great importance of giving pricrity
Yo the interralations of the parts of the ecomamy. Thms the third task
of econcmic intelligence, to explain all the ecomplex ways in whick
resources are in fact allocated %o variocus uses, is pesuliarly essential
o building a consistent picture of the Soviet oconomy.

30 A third faet that shapes our methode ie that teoknology and |
the laws of nature are no respesters of iron curtains., The Soviets do -
nany things differently from the way in which we do them, tud in many
other things thoy have no choice tub %o follow the only industrial
technique that exists., Thus the electrolytic procese which produces sodium
hydroxide and chlorine inevitably produces them in %he same ratio in the
USSR as in the United Statss. Ve can loarn many of the technical 1imitae
tions oa whatl they are able to do from a study of US industrial practices.
But this must be dope with care, since we lmow that in some ceses the
Soviets appear {0 be incapable of applying our techulques oven vhore they
kmow about them, whorcas in other cazep thoy have devised supsrior methods.
Revertholess, with apprepriate caution, useful first sprroximaticns con be
reached by the comparative method.

One implication of this for research plang lz that thers must
be progent in our work a much hoavier doss of technicel =nd engineering
thinking than s customary in sconcmic studios.

4o A characteristic which has advantages and disedventages is that
prices, markets; ard mozey flows, the stoek in trade of much ecopomie
analysis, heve limited meaning in the USSR. We are spared the uncertainties
of the capitalist business cycle, and nonotary dleleocatlons are of litile
significance. On the other hand, we are lergely donied tho bonsfite of
nonay as @ camon measure of otherwise incommencurable ecotivilies. Moast of
our thinking must be not in torms of rubles bubt of tong and Yumshsls ard
bales, of mmbers of nmochines of inmwmerable different kinds, of cavemiles,
kilovatis per hour, and the 1ike., To sdd all these thinws up to on indew
of capabilities, we must coneoct our own commen neaguring rod, a task of
no small complexity.

5. On the negative side is the obviocus fact that information
currently coming out of the Soviet Bloc ie wery 1limilted indood. This doas
not mean, howvever, az is sometimes conelvded, that cur knowledge is
inevitably correspondingly limited. Redical secnomic changes do not csecur
overnight even in the USSR, and informaiiecn on earlier pericds is a good.
deal more gbundant. Pilecing this together with what we ave getting BN,
exsreising some ingemulty in melding inferencos from the kuew aboub the
unknown {Through the intervelations of the esonomy), end directing the

m?u

Al vt}

Approved For Release 2001/11/01 : CIA-RDP75-00662R000300030001-8




P ane
Approved F6r Release 2001/11/01 : CIA-RDP75-00662R000300030001-8

e

collection of eruecial missing pieces of information through the channels
available %o us, it is possible to put together a surprisingly reliable
picture. Vhet the scarcity of cwrrent information means is not that

we are condemued to ignorance about the Soviet econaxy but rathor that
%o find out what wo need to know takes a great many more hours of paine
atakirg rosearch, of imaginative interpretation, and of fitiing and
adjusting than would be necessary in the study of an open economy. The
documentation of this conclusion is %o be foupd in the estinates of
regearch time required which were compilaed by the various divisions
during the course of the inventory.

6. A final charasteristic of the Soviet problem is that bscause
of the costs snd difficulties of collecting information, much more timo
and though® must bte devoted to determining what pleces of additional
information would be most revesling if we couvld secure them. This
point should not be overemphagized. As the inventory diseloses, the
information required to give the answers thet wo neod abeut a good many
subjects is belioved to bo largely avaiiable in Washington., In those
cases, what ie needed is principelly much more intensive mining of a
rather lowegrade ore. In other caces » howsver, field eollection appears
to be the only way of £f1l1ling in certain critieal gaps. In studying
8 open econcry one would normally ask for much more informaiion than
cne axpected to use and then sort cut the useful parts when it came,
When the cogst of informsiion in roney and lives is high, however, much
more careful conziderailon must bs given to which pileces of infeimation
are the vital cnes. Cao of the principal responsibilitics of RN iz to
give this kind of guidance to the infommetion collacting egoneles,

The considerations set forth in this introduction do not dotermine
the details of cur rescarch program or of cur methed of tackling it, but they
do provide & framework of ideas within which the rescarch program may be
carried forwvard, The next task 18 o0 spell out method and sombent somewhad
more precisely,

II, General Methods = Hew Shall Wo Go aboul It?
.o clomovous custemer versus $ho basie. siudy.

The contrel question of how wo should allocate cur “ime hag already
boen referved te. The problems o whose sclution we are asked to contribute
are very urgent., Evernte will nob wait for ithe orderly, paticnt, erhausiive
resoarch which alone can give satisfactory answers %o these problems. If
we wers to devole ourselves exclusively to amassing ell the facts wo need,
we would havo to toll hamried policyemnkers thet we weunld be gled to sdvise
them ww- beginning in aboul 2 yeara. We poithor should vor can stay in an
ivory tower that long. Fven if it wore rosaible to dovole cursgeliven
exciusively to exhaustive and encyclopedle studies for the next 24 nonths,
it iz highly 1ikely thet at the ond of thst pericd many of the problems

Qﬂguﬂ

Approved For Release 2001/ Hi=SulywiWa® 75 00662R000300030001-8 -

&,

1



-~
Approved For Release 2001/11/01 : CIA-RDP75-00662R000300030001-8

that we werld be asked o halp wi h ttoa.:?r« heve chengod so that our resulis
wouid no _vc,ﬁg o b ;‘j‘.’,g,. -

Cn the othor hend, if we succmb complet to the very real propena
upon us to amswer all curraat requests for prapt infummotica, we a:iﬁl el
have any informaticn hetitor than the siim fra wmsus That we can now sumplye
Thus our dilemmz ig, In 2 cedse, vhoiber io bo cuuyelopedio and i.r“'@.i gvant
or operational end incompcient.

Clearly tho ezﬁy telezrable solution iz o sozpromise b@'m@e;z theso
two oxtrenss, Wo must try to anowor the most mmcmm; of the probleme pud
to us frem day to day ae quickly end ao r'-ampai:“" ‘ﬁ,y bk szihlm Bub we
must ressrve a major eyt of cur cnergies for imy a"c»“‘:,_;g 'i,w re foundation of
Imowledge fron which hetter quiclk ansvers oan m given.

o necoosity for this corpromise has Ywo further implications.
&‘."ize Tirgt is that it is pcezible to pv:sue «.his twofald ebjective omly if
we heve = certain mininum of reeearch rorources substoriially lergor thon
that which the US Govornmert hes allecatod to thess problems in the paste.
This minimm we are on the wy o assembling.

othee dmplication of our coupramise iz thal b eSO 00 mpot hops

N gy md T e T o fa v,-; - t o ] 13 EN ,.4,.‘1 l,,bj ,:‘j‘ -.\-w‘ mpy  gale ot
oy rasourees fully o eploil o1l the aveilable information abeut
¢ muat be Tery eure that ve wso our searss vescavch resourtes %o
o arees of cur igiorance vhish mosd soric wy' Limdt ovr ostimabing
abliity. Ve munt concentreleo cur Scarcs mAmDOVET G ndlng ouwt those things
that the 5 "CVQ mment moeds o knoy most. The identificatien of these
priocity oruas i cpe of the meosh puzsling preblems focing intellipemse.

*

Srdas?

B dggdg ve.detorine. hoals pegoseah prio

L. The mopt sedustive answer to this questlon L. cm‘s‘;;a:ﬁzmd in whab

wo nay call the %botilensek fallecy." Since econcwic wexfare, cold or hob
wag firat thooght cf’, ezoncnists have "o“gi*a“ for the tottlensck, the singls
critical 1Gam, the koy ea.cﬂ;'cy without which the ansoyls niiitery econcmy
would eollapse, The history of the gesrch for such hutilenecks is a pecord

¥

of fedluwe, conlirming the sconendstls falih that, given o 1itlle tino,
rosourcss: e highly substilutadble for ong ancthe This docn not mean '?,""M*"

econouic wmrfare i bonnd o be ineffective. On 4 ”: eontrery, the vopry fact
thel rescurees cre intorchaizeable posns that to den SNONT any reaciwan
iz ‘o wealten direcily or ﬁn?i soetly his wililery ;muw?:i ale J.m_z’ is pa Hlen
culerly truo in an SCURGTY ~ffeh, Ulke the Sevied, hun for yoars been dirested
toward a oingle sst ol goalis. Any ccomade activiiy vescgnized by the m peratin
a8 not egsential to thess goels would nm"@ baen “;Mdoncﬁ loro since. mr“

vherever wo maks an economic abtiock upen the UEZ:””,, A% is 3.3“@::13 o wurde Bod
it lg g d Lz,:,mu vo oxoact thet a 1indted alis : soall sognend csf‘ "za

Seviet occonoy will «c:e;lppﬁm Soviet strensglth, z::e; im moh :“m copasity of
particulisr c-;..i ity or he avalliability 0"? & povridoular cumzmic{y which
ultinately .!...zfl.;‘a 8 '&?fzo uagab itics of tho Sovieds o mach as their tobal
Tosources @nd Wielir obilily to organize them offoetively.

Y I
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Tr3e does neb mean that ell things are egually importsut. the
oot ”'c rore eritical comodities and industries is ome way of
? e problem down to gize, Bubt when ome has dons all the ﬁmm.g’
ible, the mober of critissl ssctors of the esoncnyy remalins too grect
: “hen 211l exhaustively at opce.

2. A second nmothod of dotermining priorities Jor rssserch 18 to
goe what buels reneareh would bs most relevant to the problems te which we
soo tolpp =oked te give cswrrent answers now. The dengors in this problae
approech ‘o priorities aro otvious., I% loads ons alvays to concenirate
onals reziirch on yesterdsy?s rather than on tomorrovw’s problams. Baale
research, by definition, takes tims. The problems which mey be urgend
when the vasic research that ws start today is finisghal cemnct be clearly
foreseer :nd are slmost certaln to be diff¥erent from those which ave

rlaguing 3 now.

Farthemmore, any atiempt to 1ist even the most urgent of the

leng faeing us et the nomont rovesls how many there are and how much
il rOud.l world econciie pieture is relsvant to their solution. As
t of eur study of foreimm cconcmic intelligence for the Natlonsl Security
il the Cemtral Knﬁel?ig@nce Agerey attampted to cutline the require-
mambe for such intelligencs in terms of current problams. A very incamplete

s 7ilclded & 148t of 42 top priocrity probvlems, some of them as broad as
. &

- Again, weo ceaumpelt wholly diseerd this eriterdion. We must try to
tarzogse bomorrow's problems and guide our research accordingly. There sre
12 aspects of the Soviet sconcy which we cen take the riek of neglecling
#t sz must do a broad encugh job to hedge curzelves scmevbat against the
g2 in our owm Torecasting.

3. A third possibility 1is to "cak@ some aspea % of the stully of esch
ity snd concentrats on thal aspest alone mr all cormodlties asrese
ourd. Thus one could taks some sectica of the Cutlime for & Bamis
=edity Stvdy used in the proparaticn of the inmventory and £111 in thet
tien for every item first, leaving other seetlons uniil later. One emld
ot the entire onmergles of (RR to the stuly of requirements, for amerrls,
to technlques and methods of producilon, or to the crganisation and ;g;lmz‘

each industry, or %o lsvals of emtput, or to scme oibsr zapesh.

This principls of sslection is almosgt certeln to be umgatisfselery
hy 1%92lf, since the z2newvers to most of the gquestions vhich policy-maksrsz ars
godng o ask involve puliing together all of the parts of a basie study %o gad
nt the eonclusion. Thus an estimate of eepabilities roquires an eztinate of

Torslgn Econonie Inteliigencs Requirements Relating to the Fationel
curity, € Apperndin B to Memorandum for the Intelligonce Advisory Coammitise
wom the Director of Conlrel Intelligsnee, dated 31 May 1951.

*:»33
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the balance betweer supplies and requirsmenta to achiove whatever may be

the goals and plans of the Soviet rulers. An estimate of vulnerabilities
involves a knowledge of the availability of materials at present production
rates and alsc an estimate of how goals and plans would be affectod if that
avallability were to be cut by our action to a point far below requirements.
If the design of a basic study is properly drawn, information about all the
parts of that study is required to arrive at conclusions, and no single part
can be left out entirely if satisfactory conclusions ars to be reached.

4o The investigation of each of these methods of determining
priorities cn our research time leads us back to the unaceceptahle conclusion
with vhich we started - namely, that the encyclopedie and exhaustive 7
snalyals of most of the parta of the whole econony is the only way in which |
wo can arrive at sound and authoritative snswers o the questions that are
being asked. Put we have already determined that we do net heve the time
or the resources to carry through this mmber of gystematic basic studies
from beginning to end. How, then, can we resvlve this puszling dilemma?

The answer is suggested by looking at the present state of omr
knowledge, What we have just proved is that we neod %o know samethlng about
most aspects of most sectors of the Soviet economy to make a sensible estinate
of capabilitica, vulnerabilities, or intentions. But ws have not proved that
we must know everything about every aspect. What we already know permits us
to set certain outer limits to the area of the possibls, We kmow the Soviet
Union 13 at least capable of certain minimm actions, and we can set certain
cellings on what they are af most capable of. Our problem 1s to bring the
Pat least® and the "at most" oloser and closer together, This calls for a
research program guided by what we may call the method of successive
approximations.

C, Ihe Method of Successive ARproximations.

1. The firat step in the Methcd of Suscessive Approximations is to
lay out in general terma the specifications of what you would like to know.
What is the list of all the significant industries, commodities, and services
vhich should be atudied, and what are the principal problems about them vhich
we would like to selve? Thie was the first assigmment in our inventory end
resulted in the cutlines produced az a guide to it.

2. The second step ia t0 ses how much of the outline you can {421
in and with uhat degree of preecisicn, Thius will reveal that ocur information
about some aspects of each of our problems is better than our information
about other aspeects. It mey not be very good. The best Information that
WS possess may heve a very wide margin of eorror, tut other parts of cur
outline will be still weaker, Our inventory was designed to bring us through
this second state = to tell us what we kmow and what we do not kmow about
each of our major prohlems with respect to the USSR, It has revealed what
it was intended to show « namely, that our ignorancs of certain importart
matters 1s much greater than cur ignorance of othars.

-1l -
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3. The third stage of our Mathod of Suocessive Approximations ie
to concentrate our moat earnest efforts for a brief period on the inmportent
parts of our problem which we know leagt sbout. This does rot mean that we
seek authoritative or final answers in thaese areas of igonorance tut merely
taat we focus on them until our knowledge is brought up to a level equal to
or somewhat botter than our knowledge of the other parts of the picture,

4. When we have been working in this manner on weak spots for a
paried of 2 or 3 or 4 months, we must stand off and take another leck at
vhere we are then in relation to the total cutlina. The weak apots may
5%111 be weaker than anything else, or we may have gone far enough with
them so that, although we still do not know much about them, they will be
in better shape than vhat formerly was our best evidence., If cur second
over-all look reveale this to be the case, we must tackle vhatever other
sectors of our problem are now the weakest, not again with the notion that
we are going to find out everything about them, but only that we are going
to work on them wntil our fgnorancs of some other matter requires more
pressing atiention. In this business, knowing a 1ittle about a great many
things 4s iikely to be more helpful than knowing everything about a very
few things and nothing about others. Each substantial drive to ocover an
area of ignorance must be intensive enough and subatantial enough to permit
us %o make real progress toward solutions and not merely to hold our own,
OUn the other hand, it must not be pursued with such perfoctionist zeal that
we neglect other areas in which our ignorence may be cnly slightly less
serious,

5. In summary, the Method of Suecessive Approximations involves
& repeated cycle of review and examination, planning, and aseveral months®
production fellowed by another review in the light both of progress and of
changes in the character of the problems to be solved. We have devoted a
good deal of time recently 4o the review and planning phases and are now
lsunched upon a production program. Scmetime in the fall, another oycle
of review and reexsmination of plans will b2 called far,

D.

In attempting to apply the Method of Succeasive Approximations,
certain common problems and difficulties arise which ars worth & trief corment.

1. A particularly bothersame problem is that the things which we
Imow least about, and thus the things which it is most important to study,
are likely to be the things on which we have least information. In general,
We know more about rates of production of Important commodities and products
in the Soviet Union than we do about patterns of distribution of thome
products. This is partly because much more evidence is available on ratee
of production. The temptation is to study the material that we have and
draw such generalizations frem it as it seems to contain,

- 12 =
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In terms of getting answers to our vital preblems, however, vo
canrot permit the svailable evidence to dictate the mature of our inquiry
too completely. Several weeks spent searching for every possitle way to
tton down an 11lusive fact by ingenious reasoning from other related
facta, by working cut limits on what its megnitude could possidbly be from
vhat we know about other parts of the economy, or by laying on collestion
requirements may be worth many times the same smount of time devoted to
extracting, setting down, and presenting all the facts that may happen to
be in a given body of documents.

Both methods must be employed. Until we have systematiocally
examined the available material, we do not know what can be got out of it.
But the material available was not designed to answer our questioms, and
it rmust be wmade to be the servant of our investigation and not its master.

2. An irritating featura of the Method of Successive Approxinme=
tions is that 1t may well involve us in going over the same material several
times in search of the answers to a serles of different questions. This
repetiticn is unfortunate and can be avoided to some extent by investing
gome time in indexing and asbsiracting, either by ORR analysts themsclves
or by sn expanded staff in (CD, If, however, we examline exhsuatively all
the material avajlable to us for every implication that it contains the
first time we study it, we will not complete our investigation for many,
many months, It 4z unfortunate that reseorch by the Method of Succesaive
Approximationa involves sare waste and some repetition, but it is botter
than being able to produce no answers until 1954.

3. 'The natursl instinct of the researcher whe has plenty of time
i8 to follow the logical procesa of trying to build up a plcture of a
whole sector of the econcay by firat getting an idea of each of its smaller
component parts. Thus the logical way to estimate the valne of resources
used in chemical production is to find out wbat resourees are used in the
production of each of the many differsnt kinds of chemiesls, Again this
logically involves breaking each particular chemical into the quantities
produced in each specific plant., This suggests that ths first step in
answering the over-ell question is to try Vo identify all the physicel
producing facilities and thoir capacities and rates of speration. In maiy
csses, however, a first approximation to the aggregate lgure. ean be achieved
by short cuim whieh avoid the neeessity of knowing whet in deotail 1t is reds

up of,

Thus one can start, for exampls, with totsl roscurces engsged ir
chemical production in the United States, or in the war sconomy of Rauzi
Germany, es & proportion of total resources. Ome ean then consider known
respests in which the proportion in the USSR must deviate fyrom these exanples.
Soap is rars in the USSR, and every household does not have its DDT spray.
Such sstimates of the whole before you kpow the parts usually have wide
marging of error, but when current problems are pressing, they are frequzatly
better than nothing at all,

i3 -
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4. Mnally, for this method to be effestive, it should ideally
applied not simply to ORR's schedule of research production but to that
the Government as a whole, Our delineatior of areas of ignorance
ocn a Governrent-wide basis, and our production to remedy these
weaknesses should be planned in collaboration with other agenoiss so that
do not all concentrate on the same gaps at once. As the cocrdinmating
of our activities progresses, it should be closely integrated with
produstion so that the Govermment as a whole may approach more rapidly

E&E‘
gd

§

L

Our inventory was designed to reveal ocur major areas of ignorance
as a basis for planning our future research production program. In trying
to generalize on vhat we have learned from this study, we face ths problem
that just as there are many ways of clasgsifying knouledgs, so there are
many ways in wvhich we can classify areas of igncrance. We can do this in
terms of commodities, industries, or services about which our gencral
econcmic knowledge is particularly weak; or we can consider those aspsots
of our knowledge vhich are wesker for all cammoditles than other aspects,
such as, for example, producticm, distritution, requirements, stocks,
techniques, etc.3 or we can considar wvhich of the basic purposes of economic
intelligence we are least well=-equipped to serve, such as the study of
ecapabilities, vulnerabilities, or intentions; or ws ean look at our weakness
in terms of the three fundamental aspects of the economic problem deseribed
at the beginning of this paper —= namely, the estimating of the productive
reacurcaes of the sconomy, the understanding of the goals and objesctives whioh
thoes in control of the rescurces wish them to serve, and the ways in which
the resocurces are in faet allocated in the service of these gosla,

An attempt is made in this section to suggest vhat seem to be some
of the most seriocus wealmesses in the present knowledge of (RR as revealed
by our inventory. Each of these wealmesses is drawn frem a different way
of looking at our problem. Thus they are not commensurable with each other,
in many cases they overlap, and hence they do not add up to any single
priority principle for determining what we should do mext. It is Inherent
in ocur problem that we require studies based upon a wide variety of different
ways of slicing that problem into its pleces. Indeed, we must be constantly
alert for still other ways of subdividing the issues to bs tackled vhich may
thrwmmlightcncmmofmqmstimsthanmofthewmmhave

thought of so far.

It should also be kept in mind in what follows that the generslizations
made in this section apply in different degrees to diffaerent branches of (RR.
There are certain weaknesses that appear to be generally prevalent in much of

-ll =
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owr work, btut thelr relativs importance verifes widely from branch Yo
hrzoche

Finally, in pleoning cur work in sush a vay as to 1imit the aveea
of 1gnorance deseribed below we must make full alleowance for the ressasth
ol production plans of other agenclos, Sinse vhebt follows has not booy
dgennged outalde the Centrel Intelligemce Agenoy, cur nlans will pree
supably e medified somevhal ap a result of discussions in the Euonomie
Intelligence Commitiee as to the plans for Intslligence preduction
throughout the Govermment.

B. Jha zeed fer more giudy of zoo)

iZn rost sectors of the economy we appsar o know & good deal mors

about the resources and facilities of the Soviest Union than we do ehoun
what the Seviets are trying to do with those resources srd faeilitles.
Broadly spesking, ws bslieve that they ave trying to davote them to the
incroase of their military strength, bubt we cannot go far beyond this
ragtor goneralizetion into what products rud uses are ragerded ss mosh
Importent, what will be given priority in the eveat of & shortfsll, and
why, and what goals and objsctives will shape the future develeprcmt of
thelr sconcmie program.

Wo bave; of ccurse, a sopurate branch whose function it i1s to study
escacnic organisnilons and prograns as such, tut the offort noeded fn this
7ield is much broader than & single beanch can make zud much mope intivately
tied dn vith tho preblens of each of the other branchas than might at first
apnasT. '

Superficlelly the problem of how wo go about the siudy of poele
and plans ia g difficult one. The USSR has published f=year plans in ths
vast, tut there 1s considerable doubt as to whether it will sontinus ¢e
do this in the future., In ary cave, ihess plans have acntained only the
brozdest sord of production targets, with no analysis of the reasons for
e o of thelr relative priority. In this case, as in meny others,
however, we can learn much more by indireciion snd inferarce thau st fired
&LD8aT6.

In the first plece, the plans themselves have many Smplicstlcns

- v¥hich need further study. GConls for a sexries of iaterasmecied comnodition
such as coal, stesl, railroad equipment, ste., can bs studied to ses how
the pleces 1t together and vhat they Imply as <o the desired patteen of
uaa of rescurcez.

In the second placs, we con leern a grest deal sheud the vlans and
poals of the Sovists from the struciure of the orgenization set up to achieve
ther, The minisirics established, the breakdown of funedlons within theza

ministries, the distribution of authority between Moscow and regional
w 15
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headquarters, the kinds of people appointed to handle the various jobs
thus defined, can all give us much information about what the USSR is

trying to do.

Finally, as already pointed out;, we are helped in this investigation
by the fact that everything that happens in the USSR is intended to contribute
to the central design. The study of all kinds of events can thus give us
hints vhich can be pieced together into a picture of what the asuthorities
are trying to do with available resources. Information on diversions of
material from one use to another, priorities on transportation, marked trends
in the produetion of particular commodities, exhortations to workers in
particular areas, and literally thousands of other things of which news
reaches us give us clues in putting together the pattern of Sovist ecomomic

[+

The pattern will not emerge sutamatically, however, from a passive
examination of the material, Ve must seek the answers systematically by
initiating special projects on Soviet organization, on Soviet plans, and
on Soviet goals as revealud in events. This is one field in which nany
of our branches need to eoncentrate a larger part of their efforts for the
time being than they have done in the past.

A related but different weakmess is the lack of adequate attention
in the past to economic indicators of the military intentions of the USSR,
We have been talking above of the general economic goals of the Politburo
and the elucidation of vhat the Siviets are trying to do with their total
resources. We can look at the same problem from the other end, exsmine all
of the alternative courses of military action opem to them, and then try
to see what observable economic events would take plase differently today
if they were planning one course of action rather than ancther in the future.
The evidence to be examined in anawering this question will, in mest cases,
be the same evidence that we have been examining to ostimate capabilities,
What we need is to establish some machinery for pericdically foousing our
minds on the evidence looked at from this point of view, A continuing office
project designed to do this is being planned.

D,

Partly because (RR 1s or zad lar industries, camoditlies
and services, thors iz a Mr ua togzloicztrate too heaviiy on ’
techniquee, facilities, and rates of output in the separate sectors of the
econary and to pay too little attention to the way in whioh they are related
to each other. This shows up in our inventory in the great relative wealmess
of those parts of the papers which eall for information on the demands of one
industry for the products of other industries or sectors (input requirements)

gy
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and those sections devoted to the pattern of distribution of an industry's
output among other industries or final consumers.

This weaknosa 1s particularly serious because 3t is not unique to
ORR but is common throughout the intelligence community. Other agencies
likewise are focusing their attention on imdividual facilities and their
productive capacity, As suggested earlier, however, the capabilities amxi
especially the vulnerabilitiecs of the Soviet economy probably depemd much
more on the efficlency of the connections between its parts than on the
resources available In any one sector.

Like all of the judgments of this section, this is an estimate
of ralative and not of absolute weakmess. Some notion of how mueh of a
cormodity is produced is clearly a prerequisite to an estimate of ihere
that production goes, though in actual analysis it 1s frequently possible
to reverse the loglc and estimate rates of production from what we know
mst be the distritution. Thus it may be very useful to try to estimate
the consumption of electric power in the chemicals indusiry bsfore we
have firm evidence on either the total production of eleotric power, plant
by plant, or the total production of each of the many speclal kinds of
chemicals that require electric power in their mamufacture,

There are many ways of getting at an estimate of this kind indirectly.
One can take parallel experience in a number of other countries, noting the
correlation of this figure with other quantities that can be observed in the
USSR, One may have information about the general geographic lecation of

There are various ways in which our efforts on interindustry relations
can be intensified. In the first place, in basie studies on particular
Industries, commodities, and services, mors attention can be paid to estimating
input requirements and the distribution of output, This, howsver, is not
1ikely to be enough. The evidence on these interindustry problems, from their

2 problem for both the Aireraft Branch and the Nonferrous Metals Branech.

To insure that a spotlight is turned on same of the more important of these
interindustry problems, it is proposed that a mumber of jJoint projects be
set up to make estimates of this kind.

As the number of sectors of the economy involved in such sn interw
industry study expands, it becames the concarn of most of CRR, Va have
initiated one project, the study of the pattern of utilization of energy
resou;ces in the USSR, which will require contributions from virtually overy
branch,

-7 «
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Our inventory reveals that we are almost totally ignorant as to
the bturden placed upon the economy by specific military operations of various
kinds. In a sense, this is a special instance of the gemoral point just
discusased. Militery operations can be conceived of as a consuming seetor
of the ecomomy. The relations between nilitery consumption and the indusiries
and services vhich supply it can be regarded as one of the most important.
cages of interindustry relations. Here what we noed to know goes beyomd “he
actual distribution of products and servises to military use at the present
time ond encompasses a study of what that distribution would be under
various alternative assumptions as to the nature of posaitle future militery
operations. This clearly is a kind of study in vhich the military intellii-
gence services must play a major role.

We should look to A-2, G=2, and ONI for estimstes of the volume cf
military end 1tems required for and consumed in probable operations of
various kinds, The burden vhich these rates of consumption of mem, muni-
tions, weapons, and supplies place upon the producing facilities turning out
the final military produet is a problem which the military intelligence
sarvices and ocurselves will have to work out Jointly.

As we move farther up the chain of production, going frem tanks te
parts to stesl, from planes to instrumemts to vacuum tubes, from bombs to
INT to ammonia, we move into arsas whers the responsibility rests squarely
upon us. Thus in the field of interindustry relations ganerally, speclal
importance attaches to tho relations betwsen industries which directly o« -
indirectly serve a military effort. Our role in the analysis of weapona end
ammnition should focus espesially heavily on what it takes to make these
thinga end thus on the implication for the rest of the aconcmy of vhatever
levels of military output the defense sgencies estimate are nsaded for various
typea of military operations.

Fo

This 1s discussed in detail im the reporta of the separate divisicns.
Broadly speaking, as might be supposed, oar principal gaps in ORR are in those
araas where we have had no analysts available to work en the problem. Several
are urgent and outstanding. For exarple, we have no satisfactery analyse:
in the Central Intelligence Agency of the general fiald of construction of
all kinds in the USSR. This is important for many reasons. Conatruetion
absorbs a very largs volume of resources, places a heavy burden on the
tranaportation system, and iz an important requirement for military instelle~
tions of all kinds as well as a prerequisite for induatrial expansion,

Lz -x-
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£nother ocutstanding wealness is in the commmnications field., The
tochrical side of this problem is wellecevered by OSI and other ageneics,
but the relations between commmications and all other industries ave rlmost
mitouched. This Includes an analysis of the requirements laid upon the
csomrronications nelwork of the Soviet Bloec by the needs of the Eloc's econcmie
gystem, a2s well as of the volume and character of Soviet resources required
to sustain and expand that network.

Anothor broad fleld of serious relative weakness is the analysis of
the industries producing military equipment, including ships, alrcraft,
tanks, ordnance, and ammmition. As alreedy mentioned, seme aspssts of these
industrics are covered by the military intelligence services. But the burdens
that they place on the rest of the economy,and, on the other slde, the limitaw-
tlons vhich the rest of the economy imposes on capabilitles in these ficlds,
their vulnerabilities to the interruption of the suppliss that they need, and
tre indications of intentioms that we can derive from their peculiar require-
ments are all matters on which we must put more emphasis,

Go

Vany of our estimates of Soviet capabilitics and vulnerabilities are
based upen the assumption that the Soviets are using methods simijar to ours.
In computing input requiremsnts for a-givena oulpul, we must Nrsqueatly fail
back on US experience. Yet we knowthat this is in many instances grossly mise-
leading. For exampls, the US coal miner produces on the average sbout four
times as much coal per day as his Eurcpean coupterpart. In other respects,
Soviet techniques may well be shead of ours. Unless we can set limits to
the possible range of technical methods that the Soviets may be using, cur
estimates will be subject to wide margine of error.

This information is not easy to get. We know or cam learn a good
deal about prewar methods, both frem the literature and from the people who
participated in the design of their industrial econony. We can, of course,
find out vhat went to the USSR under Lend-lLease. For more recent information
we must depend on the visual observations of defectors s prisoners of war,
occasional travelers, and the 1ike; on items in the Soviet press, radio, and
tochnical publications; on inferences from what we can learn about inputs
for given outputs, etc. le must have more studies on Soviet industrial
techniques,

H,

In a broad sense thia can be described as the need for more attention
to trede. Ve have examined in cur recent work on the European Sateliites some
of the ways in vhich thoy are dependent upon the USSR and the USSR im turn is
dependent upon them. A maisr gap revealed in this projeect, however, was the
absence of even approximate information on the cauposition and volume of
intra~Bloc trade. Studies on China have revealed a similar woaknsess in our

Approved For Release 2001/11/01 : CIA-RDP75-00662R000300030001-8




- Approved For Release 2001/11/01 : CIA-RDP75-00662R000300030001-8

Sl

imowledge of what China is getting from and giving to the USSR,

Of equal importance is the development of more informatiom on the
interdependence of major areas within the USSR itself. To what extent
does the Soviet Far East depend for its economic potential upon 1ta
somevhat temous comections with the rest of the Soviet Union? How selfw
sufficient is the Urals industrial complex? What are the sconamle relations
batween the Cancasua and other Soviet areas? These questions are importart
to the analyais of the eapabilities of tramsport, power, and communication
nets; of vulnerabilities of many kinds; and, to soms extent, of intantions.

Almest any investigation of a major sector of the Soviet sconomy
leads one back to the problem of how to add up incommensurables. Suppose
we can estimate the output of various kinds of machine tcols. How are we
to measure changes in the total econcmic effort that goez into machine tocl
production as the camposition of output changea? It is common knowledge
that the prices put upon goods tradad by the USSR with the Satellites are
sharply distorted for political reasons. What then is the over-all wvolume
of trade between the USSR and Fungsry in each direction? How doss the
nroportion of Soviet resources being devoted to expansion of productive
facilities compare with that, say, in 'estern Furope? One is stopped on
the problem of how to measure rescurces devoted to such expansion.

This is a problem on vhich a good deal of work hes been dones outsida
the Govermment. Perhaps more can be put in progress by external research
contracts, But a good deal of eoffort is needed to bring the results into
guch a form that they can be used to answer pressing problems now baffling
Goverment analysts.

ofimintubimjiaie
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