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ORR'S RESFARCH EFFORT ON THE USSR AfD .
" COOPERATION BEIWEEN ORR AND EMBASSY MOSCO4 PEQPLE

I. Introduction.
Mr. Ambassador, I would like to describe the direction of our econcmic
and military-economic research om the Boviet Union and to give some 1deas

mhowtbeata:rsofommmsgylbwwcanaxpandtheircoopemﬁoneven

further.

USSR ‘.,timxea:.tobetlnmmwgntormn'ecmcmic intelligence.
‘Ofthenearlymprocressioml researchers mom, 37 percent work
on the 0883, nomthstand.ing the recent expansion of our research
on Vietnam and on Africa, Southern Asia, and Indonesis. Our effort
on Cammmist China 18 growing amd would be expanding even more
rapidly were it, not for the extremely smll emownt of data avail-
able from China.

B. Qmmldwidemruéegimmamimnubﬂitytointemmt
theSovieteconmicandmintaxwpreunceinotherpartsofthe
vorld. Youmyremllthatattheti.morfthecmnnmissile
erisis in the fall of 1962, our analysts contributed besvily
"»tothemmtﬂmumofmwmwmshipstom,
.their ca.rgo,a.ndthedeploymnt ofthemissilea

¥ 1955 the figure was 42 1/2 percent, according to a survey for the
EIC ' .




C. The subject of Sino-Soviet econamic relations 1llustrates the
importance of baving within ORR analysts experienced in a wide
range of geographic areas and problems. I might pention our deep
involvement in the apecific iuuee of the extent to vhiéh Chicom
mnlmaxﬂapacedemlomudependmmmideamort
from tba tBSB, Japam, and other mmmm countries.

o II ﬁn!m'ecﬁonod'o‘xrnemhmthem.

Ve eoutimn to ln‘ve Wm'y respcnlibility vithin the mumgence
mmtwrurmmrchindepthonthasmnceom. This research
includes: .

a. bothwﬁmmwchmdreswchmapeciﬁcm-or
even specific productica plants;

b. both economic and military-economic research; the Secretary of |
Defense relies to a eurprising degree ca the Agency and ORR for
Judgments on weapons production, costing, and deployment;

c. both long-term research (the scholarly monograph) and short-term
policy-criented;mmhxthuwehuMencmthemttwm
,ammmwmmmcymummm
’whsvercachedamphueinthadavelomtorthemoa;
vearetdrmteinhaving.novafairlylargegroupofaenior
am]qstsvho can be assigned short-temm policy support problems and
who can make a quick but authoritative assessment of a current

issue because of their background experience. -
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Specific Areas of Research on the USSR.

Iwoaidiiketogiveyouammlideaofwhatmvem

cmmﬂyewhasizingincurresearchonthemsn,includmgame

Meaofthetimingofm:}owpubneatiomexpeetedfrmm

A.  Over-all assessment of allocation of resources.

L‘mw,mwmdmlummuoftheeow

MtWWMMk-MJﬁMM
out in sbout a month. Owesutimecaclwionz that now and
torthemrﬁhne,thefwt&thv@t%tmc
--mcmtmszjammmm'amn/amt
mtheearlylgéo'lvillmnt. Vemecpecianyvatehful
«mmammmmmwmm
md.etoz‘

8. Agriculture {great new investment)

b. Industry (modernization and efficiency)

c. Damestic Miltary {growing strength)

d. WMW(WWW)

e. Consuner (milk & honey & sutos).
mumwgm-mmummvmrmm
Msfcrourswbtotheﬁfﬁeeofmmmmms.
(The next SBoviet econcmic NIE probably will be written in
Second Quarter, 1967.)

2 Ve lme Wﬁg Anterest 1n tbc Axpect ataavintunmyo
smmvgrmmthesmaemm Fmﬁmeﬁo-ﬁmw
also serve as counsultants to the Amms Control end Dissrmement

Amcybyfmnuhingthemm‘beﬁalon&vietninmrymgxm




and by revieving cantract research performed for ACDA, As
part of our concern with military-spece our mute an
bolts research pecple exsmine the militery drain in particular
mmum«nummm%mt tcatty
advanced machinery sectors. Then we (our long-haired research
pecple) try to estimate the burden of alternative military-
gpace prograns in tems of i{ts impect on future growts
end on the share of the naticnal ple left over fop

of the ORR fnput’ thu ‘construction o mm _____ -
Soviet mildtary poltey,

B. Work’on the Soviet “national aceomts"

1.

mmmwm.

8. In providing more detatl on the production sectors of
the ecancmys a finer breakdown in industry; a more
@Wmﬁmﬁpﬂcinghzgﬂcultm;am
thorough understanding of the "private" portions of the
wmwmm,mmwtmmm
Mtrﬁ'a&e&mﬂm).

b. In analyeing the “end uses” of GNP in finer detetl,
i.den‘tit‘ying more closely the flow of final product.
/vpaatimandreﬁmgcmsmbementhemmd
Soviet econcmies. In the spring of 1967, we expect
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to publish an wnclassified report, US and USSR:
Couparison of 8izes and Uses of Gross National Produet,
ix

1955-65.

2. Ve expect to get more involved in "input-cutput” analysis.
ﬂzeBovietsnowamstarting.topuhulhinputmm tables
which in rous and colums give the sales of each sectar of the
econcamy to every other sector and the purchases of each sector
trmeveryothermw.

3. Wﬁmt&mmammwﬁe

"mmwmﬁmmtmuma
eaputer.
C. m‘mmt@ m@mm.

1. Continued attempts to

a.

b.

Ce -

4.

Assess acreage amd production more .accurataely,‘
mn!,ne fnputs carefully {1and, lador, mchlnery, -

. fertinur, mo).

Weigh the chances of incressed productivity,
Judge the ability of Boviet egricultural institutions to
absorb the great new investments/by Brezhmev (£78 billion

1n the:§. Foars) 1966-70).

7 e, "Rtghtuwvempmpaﬂngnmjormertmmm
Chemical Fertilizer Industry. Our snalyste ame comparing

the current status of comstructicn of individual fertiliser

plants with plans for 1970; their general conclusion is that s

vigorous effort to meet the plan is underway. However, ve .
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are taking note of straws in the wind that suggest investment
in support of agriculture is being trimmed. /

The eystem of distribution of
fertilizer 1s also treated in this report, which should came
out in the first quarter of 1967.

3. Incidentally, I would recommend for your reading the paper
done by one of our senior people, on productivity
mﬂovietagriculm mhmomotmmlpapers that
wORRmphfmﬂlMtcrtbemthtkmie

' Comfttes.compendium, "New Directions in the Soviet Economy™
D. Btudy of the problem of the modernization of Boviet industry.

1. We will continue to follow the attempts of the Soviets, led
in this case by Kosygin, to modernive Boviet industry end make
it more efficient, This topis is ons of the major isswes
congidered in our forthcoming general assessment of the
Sovleteconow, yrevicusly mentioned. We find it difficult to
believe that the Soviets can in the near future remove long-
standing barriers to improvement in Qquality of products, shifts
in product mix, and allocation of {nvestment tova.rd the more .
efficient firms. Alltheuthingat.ha “market” in the US

hand.lcs \dth unulf—conscim aplmb Pez'haps Soviet cconmists
are beginning to realize the virtues of the market; we doudbt
that this realization is going to be turned into gains in
effieiency or modernization in the near future. '
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raper in the JEC compendium, The Soviet Economic System

in Transition, has a thought-provoking but pessimistic discus-

sion of the prospects for the success of the reforms./

Special parts to this problem:

@. The development of the auto industry.

b. Demand for imports from the West of advanced machinery
and technology and potential for exports to West.

¢. The vhole area of U8 trade controls.

d. Useotmutmtnthaeavieteeom;herevemonthe

"':':'vergeofpuhlilhingmmlusiﬁedmer,vseorl&th-
mtimmmc@utmiusmthmgmnt. This
report Gemonstrates & tremendous lag in Soviet epplication
of conputers in the civilian economy.

¢. The Boviet progran for sutomtic control of basic industrial
processes. __Jismmring
a paper designed to distinguish between fact end fiction
in this tmportant progrem (scheduled for Spring of 1967).

E. Problems of military production, costing, deployment, commmmications
networks -- material for this to be supplied by MRA.

F. Kconomic relations with the Chinese Commmists

1. We hold that 8ifig: aviet economic.relations bave been of

2.

¢ to the Chinoae Comxzmists but only of

fringe importance to the Boviets.

As to current economic relstiom', the Soviets in a recent
statement denouncing the "great proletarian cultwral revolution"
said that trade is nov the only form of economic contact between
the two countries. This 43 true. The volume of trade continues

to &windle:
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G.

3.

Sov Exports 8ov Imports Total

Year to China from China Trade
1959 $955 m11 $1,100 mil $2,055 m11
1965 190 mil 225 mil k15 mi1

Trade in 1966 1s likely to prove lower than in 1965.

The Soviet Union continues to send spare parts, machinery,
ferrous metals, and other manufacturea to China. China exparts
wool and silk text.iles, non-ferrous ores, and q»eci;lty foods
to tha USSR. R

Our Tesearch on Bino-Soviet econcmic relatimns is carried on

by At present, the
anmml E¥¢ Econcmic Intelligence Cammittee (EIC) review of
Chinese trade is being readied for publication, and basic
information on 8ino-8oviet trade will be inclmded. In addition,
8ino-Soviet economic relations vill be part of a repart, Impact

- of Foreign Trade on Commmist China's Economy, scheduled for

publication in April of next year.

Econamic relations with underdeveloped countries. We have been

rreparing stulies on S8oviet relations with such dnderdeveloped
: 4comtrxea as anpt, Indi.a, and Indomau. Just pubnahed 13 Soviet
mnmqm %0 Imdia) a report tha’c\re reelvmzreatly asaiat

our policy officials in plenning US relations wvith the Bub-continent.
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sic000ieths stil) hold backSoviet economic practice. If we are
right, tbeproblmothnuty, morment, theproperpmlixins
of the merficlmt, ew. m.ybe lngur-lived thanmight‘be Buspected.
These issues havaabearingonvhether the Baviets can es a
practical matter aspire to a regaining of past high rates of

growth. We don't think so.
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