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17 May 1955 

NIE 11-3- 55: SOVIEI' C,'iPABILITit:S .'\ND PROB:1.BLr SOVIE!' COURSES 
OF ACTION THROUGH 1960 

C('NCLTJS IONS 

Ger.eral 

;~. The totalitarian character of the Soviet political 

system is unlikely to be altered in any irr.portant respect during 

the period of this estimate . It appears that a struggle for 

personal power , probably in a context of differences over policy, 

has been going on within the small ruling gr oup and is as yet 

unresolved . Although this struggl e may be sharpened during the 

period of this estimate, we continue to believe that it will be 

confined to the small group at the apex of the power structure , 

and will not r esult in open violence involving the police or 

military forces. (Par'lgr aTJhs 1-5) 
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B. The relations between the VSSR and Communist China are 

probably now conducted as between allied powers having common 

interests and a common ideol otsY, but also separate and potentially 

conflicting national objectives . De spite the possibility of s ome 

frictions between the two countries, they v i ll almost certainly 

maintain a rel ationship of close alliance throughout the period 

of this estirr~te . The continuing dependence of Com.~unist China 

on the USSR for support of its military and economic programs 

gives the USSR great influence over Chinese policy, but t his would 

probably not be decisive in matters which the Chinese believed 

involved their own vital interests .!/ (Par:igraph 11) 

Ecor:io!.lic 

C. Soviet economic policy during the period of this est imate 

will almost certainly be directed primo.rily toward o. continued rapid 

growth of basic economic and military strengths and the maintenance 

The representatives of the Director of Naval Intelligence and the Deputy 
Director for Intelligence, The J oint Staff, consider that t his paragraph 
overstates the degree of independence which Communist China enjoys in 
mo.tters of major policy. They believe, therefore, that the lost clause 
should be deleted, and the f ollowing substituted: "We believe therefore 
that the Soviet leaders would almost certainly be able t o apply sufficient 
pressure, including the curtaillrent, and if necessary the withdrawal, of 
economic and milito.ry o.id, in order t o obtain Chinese conformity to Soviet 
views ." 
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of high peacet ime l evels of military Pf'Oduction. Heavy industry 

will continue to be the nrimary focus of Soviet economic activity. 

(Paragraph 20) 

D. The r ate of growth of the Sovi et economy has been 

declining in r ecent years and will continue t o decl ine during the 

period of this estimate . We estimate that the annual increas e in 

Sovi0t gross n~t i onal pr oduct (GNP) by 1960 will probabl y be 

slightly l ess than five per cent, compared to a seven per cent in­

crease in 1954. ,\lthough absolute def ense expenditures o.pparently 

are to increase markedly in 1955 over 1954, we boliGvc that they 

will probably increase henceforth at a slower r at e and will be about 

15 perc,:mt highe::r i n 1 960 thnn in 1955. (Paragraph 22) 

E. The expansion of agricultural production and the procure­

ment of foodstuffs for the citi es arc )F oblcms which ·.vill continue 

to plague Sovi et l ea '..iers during the period of this cstima-':,e . Some 

of tho mor1., r ecent agricultural measures like tho new lands program 

and the corn c~ltiv~tion campai gn app~ar to b e l oss r 3alistic than 

tho mcasur ~ s 311nounc'-'d (;arlier • Al t hough tho r esults n.ch:'..cvcd will 

almost certainly fall f1.r short of plans f or a nC;arly 100 percent 

incr...:ase , we estimate that , wit h av:...r2.ge i'Kather conditions there 
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1·.'ill be approximately a 30 p er cent incr eas e in agri cultural 

production in 1960 over 1954 . Per capita consumption will probabl y 

rise , although at a r a t e far mor0 modest than that hel d out to the 

people in t he gov0rmunt I s statements of 1953 . ( Paragraphs 36- 41) 

F . We estimate th~t in 1960 Sovie t GNP will be roughly two-­

fifths that of the US, as compared ,r.i.th about one- t hi r d in 1954; 

however , the US e conomy -will probably continue to dra,'I ahead in 

absolute terms , the dollar gap be tween tho two economics increasing 

from t228 billion t o about ~269 billions . Tho USSR allocate s an 

exc0ptionally large volume of r es ources to investm0nt and d~f ense 

in the case of investment about four- f ifth and in defense about one­

half the amounts allocated to thes e s ~ctors in th e US e conomy. 

(Paragr aph 21) 

G. The Soviet r egime wi ll , in th 0 pursuit of its objectives , 

continue t o face difficult choices in r csourc.::: allocation . On tho 

one hand, increasingly heavy i nvestment out l ays ,.1r.i.ll b e: needed i n 

order t o maint ain high r at c..:s of e conomic growth . On tb.E: other 

hand, military r e quirements constitute the chief competitor for 

the r es ources on which invc.;stmE.:nt must dravr, Consequently, if th E:: 
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Soviet regima should choose to increase militcry expendit ures at 

a rnte substantially higher than we hove est i mated in purngraph D 

above, o. reduction in the rate of growth of the economy as a whole 

and in consumption levels would result . (Paragraphs 22, 35) 

Military 

H. We believe that, generally speaking, the personnel s t rength 

of Soviet and other Bloc f orces will remoin substantiall y unchanged 

during the period of this estir.nte . However, the over-all effective­

ness of these forces will increase, mainly because of the following 

factors : 

a . Introduction into the Soviet Air Force during the 

present year of supersonic intercept ors, jet heavy 

bombers , and four -engine t urbo-prop aircraft , possibly 

heavy bombers . An increase in the number of all­

weather fighters and jet medium bomb2rs; 

b . A great increase in numbers of nuclear weapons, and 

in the range of yiel ds d1.:rived from these weapons ; 

c . A great increase in the number of long-range submnrines; 
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d . Generally in.proved and raoder nized weapons available 

t o Soviet i:;round forces, together with changes in 

org3Lization ond tactics designed to adapt these 

f orces to nuclear warfar e . 

If the USSR in fact develops the guided n i ssiles which we estir.wte 

to be within its capabilities, these will pr ovide a significant 

incre1i1er:t to over-all Soviet nili tary e.ffecti veness . (Paragr aphs 

76, 117) 

I . i.t present the nnin Soviet offensive str ength lies i n 

the capability t o mount large- scale grow::d att acks against 

Western Europe, together with air at tocks against Wester!''. Europe 

and the UK and an extensive subr.ic1r ine campaign to disrupt the 

f l ow of reinforcements and supplies fron North J\.oericu. During 

the period of this estir.o.te the additions to Soviet air strength 

listed above will increase very r.iarkedly the ability of the 

USSR to lnunct air attccks against distant targets, including 

the continental US . The growing subn::irine for ce will alao pose 

a greatly increased threat to cll iea. m:.val forces and shipping. 

(Paragraphs 106,107,111) 
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J . During thi.; period of t r1is r stimat e the Bl oc air def ense 

sys t em ;·dll prob :J.bl y be su bst antially str engthened by gr e.:1t er 

oper ational experience and by- the int r oducti on into oper ati onal 

uni t s of nc-.:r fighter types ( i ncluding all - w,:athor), new anti:1ircraft 

weapons , i mproved early warning and GCI cquipmE:n t, and guided miss iles • 

Hovrevcr , i n v i CN of tho incr easing capabiliti es of offensive -.·,capons 

and improved techniques in counterm0rsurcs , Sovi et air dc.f~mso cap,'l­

bili tics will pr obably r emain inad:::au3te to pr -:v nt at tacking forcas 

from r eaching critical target ar eas ofthc USSR . (Paragr aph 110) 

Ko The chief limit ~tions on Soviet ar med forces arc likel y 

to arise from the; vast size of t~0 USSR, the gr oat distanc8s 

from main interior s ources of supply to s 1..:v(;r al mai,.., operational 

o.rcas , the r c,l ati vcly i nad~quRto r oad and r ail nL, t ·,mrk, and the 

~cute s hort8gc of Bloc-rcgist ~r cd shi ~pi ng. The Soviet r :J.i l system 

would '..: . vuln~r abl c to ai r att.'.lck in gcm.r al war , and Soviet armed 

forces would •:v '--ntu::1ll y suffer l ogistical difficul tics , ar..d '--specially 

i n operati ons in the Far Sast . Other dcf ici cnci~s during the period 

of this esti mate v.ri.11 probabl y b1..: in experie nce m d t r aining for 

l ong- r ~nge air operations, an~ i n cer t~in equipment for air def ense , 
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together with lack of cnpobility for l ong-rnnge amphibious 

and surfcce novol oper ntions. The questi onable political r elia­

bili ty ond rel atively l ow combnt effectiveness of mnny of t he 

Satellite f orces wil continue t o limit their usefulness to t he 

USSR, especially for offensive operctions . (Paragraphs 76, 77, 97) 

Probabl e Courses of Action 

L , We believe that the principal iruirediate objectives of 

Soviet external policy during the period of thi s estimate will 

be (1) t o promot e the political end economic instability of non­

Communist states , and to render them i ncapable of decisive acti on 

by fostering ond exploiting neutralism and disse~sions within and 

among them; ( 2) to bring about the •,1i thdr nwal of US power from its 

present advanced bases around the periphery of the Bl oc; (3) to 

impede or offset the rearmarent of West Germc.ny and its associ ation 

with the Western Powers ; o.nd (4) t o detach J o.pan from the sphere of 

Western infl uence and encourage its closer association with the 

Sino-Soviet Bloc . At the same time the USSR i'lill continue to pursue its 

fundamental aim of expanding Communist influence on~ as_.opportunities 

develop, of extending the creo of Communist control. (Pcrogro.ph 131) 
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M. The Soviet leader s probably now i..lelieve (1) ti1at gener al 

war would present f ornid.nble haza r ds to the survival of t heir systen, 

end (2 ) thc.t they can r.uke pr oe;ress toward their objectives by poli ­

tico.l acti on, ~rnd i n sone coses by localized nili tary action. 

Therefor e, we believe that during the per icxl of this esti.:iate the 

Kren lin will try t o avoid courses of acti on, and to deter Cor.nunist 

Chino fror.1 courses of action, which i n its judgner.t would clear ly 

i nvolve subst ontio.l risk of c;c ner c l war . The Soviet lender s er e 

unlikel y to believe that Soviet , Cor.:ir.mnist Chinese, or Europenn 

Satellite forces con be used i n open attacks across recognized state 

f r ontiers during this period without r unning such a risk . However , 

the USSR or one of the Sino-Soviet Bloc countr ies r.1ight ei1gage in 

indirect ae;gression or t ake o.ctior, vhich would crec.te o situation 

in which the US or its allies, r ather tt.an yield an inportont 

position, would take counter action which coul d lead to General war . 

We believe, nor eover, that the Krenlin would not be deterred by 

the r isk of geoera.l :wcr fron taking counter c.cti m: 013oi1:st a. 

Wester n action which it considered an ir~.linent threat t o Soviet 

security. This, s e ner ol wnr [ri.Ght occur during the period of this 

esti onte as the cli1:mx of o series of actions and counterccticns, 

i ni tinted l,y either side, which 11ei ther side ori[:;i na.lly i r,tended 

to lead to e;cneral war . (Parce,-ro.ph 132) 
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N. We believe that t he USSR wi ll, despite the gr owth of its 

nuclear capabi lity duri ng t he period of thi s estirnte , cont i nue t o 

try t o ovoid substantia l r i slc of gener al war , s i nce t he Sovi et l eader s 

wi ll pr obabl y still not be confider,t that t hey coul d at tack the US 

with nuclear weapons without e.xposi nG t he USSR t o an even nor e deva s ­

t ating counter b l ow. However, as thei r nuclear capabi lities r:,rrow, 

Soviet leader s r.!Oy cor.1e t o e sti nate t hct the US, because of fear f or 

i tself or f or its a l l i es , or because of pr essures exert ed by i ts 

allie s , wi ll be i ncreasi ngly det erred f r on i ni t iating the d<;,v ::ist ation 

ent a i led i n n f ull-sca l e nuc l ear war . They m y ther ef or e cone t o 

believe that l oca l war s will be l ess likely t han at present t o expand 

i nto Gener al war, and thus t hat superior Bl oc nilitor y copnbilities in 

certain l oca l ar eas can be exercised without subst anti::il r isk of 

pr ovoki ng gener nl wnr . (Par agrcph 134) 

o. We be lieve that Soviet diplonncy during t he period of t his 

estii:int e will not be directed. t owar d o Gener a l set tler:1ent betweer! 

the USSR and t he West . It will ol nost cer tainly conti nue t o conbi ne 

naves int ended t o ea se int er rw.ti onc. l tensi ons wi th other nave s which 

i ncrease such t ensi ons, and with pol itical warfar e pressures calcul ated 
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to play upon tho non- Communi.st ·Nor l d ' s f ear of war . At pr (,scnt the 

USSR i s engaged in vory active diplomacy on a n11mbcr of important 

issues -- Austria , ri i sarmament , Yugoslavia , J apan -- o.nd has made 

important concessi ons, though no apparent important sacrifices as 

yet . We believe that the current Sovie t di pl omatic efforts ar o 

di r ected pr imarily towcrrd pr eventi ng t ho r c..'1rmament of Germany i n 

cl os c allianc..:.. ·xi th the West, and t hat t he ground i s being r.r:.::parAd 

for ncm Soviet "11"oposals on thi s subject, perhaps at Four Pmror 

meetings during this summer . We al so bel ieve that in connection 

·.111.th the .forthcoming peace treaty 111;., gotiations with Japan tho USSR 

is likely t o make some concessions i n the hop~ of promoting frictions 

in the r elations of Ja~an with the US and encouraging J ~panesc neut ral­

ism. 

P . It is possible , howcvE::r, that the Soviet l eaders nlso dusire 

a substantial an? orolonged r educti on in i nternRtional t ensions that 

woulti not only pr event German r 0ar ma>n.1~nt but ii.so fur t h.,r thei r other 

objectives , including US ~,.rithur ~wal f r om advanced bns es anrl a r educti on 

of th~ incentive for t he West t o mn.intain its pr es ent def ense efforts . 

- 11 -
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The Soviet lenders rnn.y nlso feel that such o reduction of inter­

national tensions is desirabl e because of the pressure of their own 

internal probl ems . 

Q. The principal objective of Soviet policy in Europe is to 

obtain a solution of the Germnn probl em favorable to Soviet interests . 

Prevention or slowing down of West Germon r earrnnment and blocking the 

development of West Germony ' s ties with the NATO powers hcve first 

priority. To achieve these aims, Soviet policy will almost certainly 

make greo.t efforts to i nfluence the situation i n West Germany itself. 

The Soviet lenders probabl y calculate that by sedulou:;;- encouragement 

of Germon hopes for unification they c3n, for a linited time) increase 

neutro.list feeling in West Germany, complicate the relntions of the 

West German Government with its NATO partners, ar.d undermine unity 

of purpose within the NATO alliance . The settlement of the Austrian 

pro~lem, together with the recent Soviet proposo.ls on disarmairent and 

the current advances t o Yugosle.via, may i ndicate a Soviet willing-

ness in the course of further negotiations, to give up control of East 

Ger,rnny L 1 exchange for a guo.rnnteed neutral izo.tion of united Germany 

and a. Soviet share in international control over Genian nrmo.r.cent. We 

- 12 -
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believe that the chances of such n deve lopment ore less than even.g/ 

(Pcrogrophs 138, 139, 142) 

R, If such measures did not , in the Soviet view, succeed in 

countering the developing threat of West Gerr.mn rearmament, we be­

lieve that the USSR would turn to more rigorous policies, including 

a sharp build-up of Soviet and Satellite military cc.pcbilities . 

They might also adopt more threatening courses of action ego.inst 

berlin, or in the For East, or elsewhere, with the purpose of arousing 

fear of nuclear war in the West and causing Western peoples to demnnd 

that their goverm1ents pursue o cautious policy. We believ8 thnt ever. 

at this stc.ge the USSR would still ovoid courses of action which in 

its judgment clearly entailed the probability of generc.l war . 

(Paragraph 141) 

The Special Assistant, Intelligence, Department of s·cate , believes 
that the estimo.te cor.tained in the lost sentence of this paragraph 
should read: "We believe tho.t the likelihood. of such o development 
is small, primarily because it seems to us that its unccrtninties 
and disadvantages, fror:i the Soviet pci nt of view, would fc.r out­
weigh its advantages ." 
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S. We believe tho.t the USSR is i n substnntinl ngreer.1ent 

with Chinese Cor:imuni st objectives t o destroy the Chinese 

Nntionolist Govern.r.ent nnd to gnin control of all t erritory hel d 

by it . The priF.l!lry Soviet interest i n issues crising in the c.re~ of 

the Formos o. Strnit is t o exploit the1:i i n such a wny o.s t o s ow dis ­

trust of the US among neutral nc.tions m:d to pro□ote a maximum of 

d i scord between the US ~nd its allies . We believe thct Moscow 

might see certain advontc.ges in clashes between Chinese Conr.nmist 

ond US forces, provided it believed that the cl ashes would be 

lir.Jited nnd l oc:::ilized. However, we olso bel ieve tho.t the USSR will 

seek t o restro.in Peiping fror.1 cdopting policies which in the Soviet 

view would carry grove risks of mcjor hostilities between t he US 

and Cor.1Dunist China since the Soviet l enders probably believe thct 

such hostilities would also entnil gr ove risk of Soviet i1wolvement. 

(Pc.rcg:r2.ph 145) 

T . The Soviet l enders probably consider that if r.njor hos ­

tilities between Connunist Chino end t he US should occur, the USSR 

would be present ed with extrer:iel y grove choices . They would 

probabl y give t he Chinese Co1Jr.mnists support i:1 weapons and r.1C.terial, 

ond the sec.le of thi s oid wo-1ld probcbly increase i n pr oportion t o 

the threat t o t he Chinese Co;.nunist r egir.1e . As hostilities expanded 
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and the threo.t t o t he Chinese Cor:l!:iunist regime i ncreased, they 

would prob o.bl y engnge Sovi et f orces i n defensive operations, to 

the extent that they felt they could plaus ibly deny such involve -

r.1ent . Should the conflict progr ess so for thr.t destruction of the 

Chinese Cour:runist r egine npper.red probnble, we believe that the 

Soviet leaders woul d recogaize that open into1·vcntion on their part 

sufficient to save the Chinese regii::te would involve extrenely grove 

risk of gener a l wo.r with the US with its consequent threo.t to the 

survival of the Soviet sys ten. In decidi ng upon o course of action, 

the Soviet lenders would hc.ve to weight the strei::gths which they could 

bri ng to bco.r in the struggle o.g::ii nst those which woul d be opposed 

t o then, ::mc1 the dangers t o their own regine of n possible 3lobo.l 

wo.r with the US cgoinst the strategic and psychological consequences 

t o the,.1 of destruction of t he Chir.ese Cor.inunist regine . We bel ieve , 

on bal ance , they would conclude tho.t l oss of the Chinese Cor.11:runist 

r egine would be suffi ciently d:::.r,ging c.nd f inal t o cc.use then to r e -

sort t o open ir-.t ervention to save that regh1e .'JI (Pnrcgrcph 146) 

T~1e Director of Nnval I ntelligence , o.nd the Deputy Director for 
I ntelligence , The J oint Sto.ff, believe tho.t the lo.st se1~tence 
overstates the willingness of the Soviet leod2r s to risk their 
own regir.1e and would substitute for the l ast sentence: 

11011 bclonce , we believe thnt they would not cons ider the 
eli ninati on of the Chi~1ese Coni.-:iunist regir:ie sufficiently d.ar.1nging, 
or final , to wo.r ront the risk t o t heir r cgi ne which open inter­
vention would entail. " 
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U. Southenst Asin will o.L-Jost certainly nppenr to the USSR 

to be the uost profitc.ble field f or the e xtension of Cor.u:runist in­

fluence, nt l ea.st during the co.rly period of this estinc.te. The 

Soviet l ee.de rs will probnb l y continue , in concert with Co::n·.111nist 

China, t o support Cor.ir.,unist subversive c.ctivities , end possibly 

localized nilitnr y action i f circunsto.~1ces a.re f ovor cbl c . (Pc.rn ­

grnph 147) 
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CENTRAL INTELLIGENCE A GENCY 

SUBJECT: NIE 11-3-55: SOVIEr CAP/..BILITIES .AND PROBABLE SOVIET 
COURSES OF Am'ION THROUGH 1960 

THE PROBLEM 

To examine the political, econOI!l:i.c, scientific, and w:ilitary 

strengths and weaknesses of the USSR and to estimate probable Soviet 

courses of action through 1960 . 

DISCUSS~ON 

I. INTERNAL POLITICAL DEVELOPMENTS 

1. The Soviet political system continues to exhibit the essential 

features which it acquired during the period of Stalin's ascenduncy, 

even thouc;h power appears now to be exercised by a sr.inll group r ather 

than by n single man. Its totalitar i an churacter, resting on the 
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r::ionopoly of poli ticnl power held by tLe small group co:nposiug t he 

Communist Party Presidim-:i, remains una ltered by developnents since 

Stalin's de11t h . We think it extre1:iely unlikely that tn t he :period 

through 1960, despite possible shifts in leadership and polici es, 

the nature of t he Soviet political sys tem will change i n any 

ir.rportnnt respect. 

Problem of Leadership 

2. Since Stalin 's deatli there has clearly been a.n unstable 

situation at the top level of -the Sovi et power structure. The 

elimi nation of Beriu ar:.d the cle r.1otion of Mo.lenkov, t0<;et her with 

a nm~ber of similar act ions agai nst l esser personalities, i ndicate 

that t he divi sion of power and i n:fluence posed c serious problen 

for Staliu' s heirs. It see::is unlikely t ho.t this problen lu.1 s yet 

been resolved , despite Khrushchev ' s appare11t rise to a position of 

prir.iacy . I t is not yet clear whe-cl:er his position as Porty First 

Secretary , t he key position St ali n used to Gai n absolute power, 

will enable him to acquire a similar domination over his colleagues 

i n t he Party PresidiUIJ. Prime Mini st er Bulganirl and other veteran 

- 2 -
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raed)ers of' this body li~e Molo·cov, Kaganovich, arid Miko;-,'t'.n , all 

of wtor.1 1.1old high goverm:!ental :positions, are probably not. ec.ser 

to su.b,.!i t to t l1e renewed doninc.tion of one man. Alignr::ents nnonG 

t he to:p leaders, their relntive power and influence, or the following 

t hat each 1;oy have within the Party und Government apparatus or e 

unknown . For the J.)resent, i;;a,jor per sonnel and policy decisions 

are probc.bly still subject to ne~otio.tion ar.J.OnG trew. There [!UY 

be factional jockeyinc for some tine, althoueh we incline to the 

view tl.at sooner or lnter tLe Soviet systec1 will revert to a personal 

dictatorship. This nay occur wi t l;.in the period of this estil:!D.te. 

3. The personal p01-~er struggle :has pr o'tc.bly been ·i;ukd.1ic 

place in e: context of differences over policy. Strongest evidence 

of such differ ences hes cppeared in connection with the ~gricultural 

proes-ror.i, and in particular concerning the nost effective methods of 

increusing agricultural production. On other issues the evidence 

of divergent views is fur lees clecr, but the Soviet leaders nay 

also hcve disugreed ru'!long themselves concerrling the allocetion of 

resources a1:1ong the defense, invest1aent, and consumption sectors of 

t he econor,iy. Except on ae;ricu:ttura 1 prob lew.S, however, the Soviet· 

leader ship i:_as not publicly exl,ibited differ ences of view witi::in its 

ranl.:.s. 
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!~. The strugcl e over power and policy r.iay be e;:acerhated 

during t l.e period of t his estimte, unless oue of t he leat1ing figures 

succeeds iii acquiring a clear domi nance i n t he Party Presic1i un. As 

dee.t h or ill health thin t he r anks of t lle veteran menbers of tr:e 

Presidit1r.:, uho have probabl y up t o now been able to check the rise 

of any aspirant to t he full army of Sta lin I s power, t he probler.1 of 

co-optinB younger proteges 1:)[ly uecore ecute, Moreover, t he i ssues 

of policy liltely t o develop during t he period of this est il,?ate, will 

present hard choices, the resolution of which r.iO.Y sharpen the struggle 

for personnl power. 

5. He continue t o believe , however, t hr,t t l1e strucgles 

over personcl pm·rer and policy will be confined to t he sr.iall {3X'OUp 

at t he o.pex of t r:e power st r ucture and will not result i n open 

vi olence i nvolving t he police or l!i litary ~ 1le do not be ­

lieve tbat the pclice or ni lit e.r y establist11ents are l iL:cly withi n 

t he period of this estir,1ate t o :i_)nx-ticipate os i ndependent factio11 s 

in t he contest over power ona. policy. They a re ef fecti vely con­

troll ed by t he Porty, bot ):. o)?enl y ~ncl t l.rouGb r enetration by .:::aents, 

end their leaders are pr obably too inv:ilved i n conflictins J?el·sor,ol 
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loyalties and factions outside the professional group to permit 

independent political action. 1-IoueYer, to the extent that issues 

affectins spheres of activity of t he atmy and police divide t he 

top Soviet leadership, the bureaucratic and professional point 

of view, j?Qrticularly of the ari;iy, r.1ay have a greater i nfluence on 

policy decisions. 

6. Serious o.nd prolonged instability within the top leader-

ship uould probably impair the efficiency of the Party and State 

administration. Insecurity and uncertainty tlight reach serious 

proportions if a. rapid series of re1!1omls, accor.i;panied by charges 

of disloyalty and trials of those unseated, occurrecl within the 

to:p leadership. In this ce.se the regi me miGht bave aa mucb 

diff icul ty in carrying out as in rec.ch1ng its policy c'leclsions. 

However, the Soviet leaders c.re certainly aware of t hese l)roblens 

of effective adninistration in their totalitarian state and will 

be cor!cerned to prevent their J?erso1~l strucmle for power from 

deseneratfog into widespr ec.cl purees whi cJ, might cause a deteriora­

tion in the aclmi nistrati ve appnratua . On balance, we thir!k tbat 

the regime will surmount dauger s of thi s kinc.l . 

- 5 -
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Relations Between the~viet People and the Regine 

7. The post-Stalin leadership has clearly given inci~eased 

atter.tion to ttie attitudes of the Soviet people toward the regi.me, 

and in particular it has been concerned to improve lilorale 

and to cultivate more positive e.ttitudes toward its soals. Despite 

the decliDe in enphasis on t l:e consumer goods progran, the regime 

l)as not. explicitly repudiated the promises n~de to Soviet citizens 

in l QSJ . It will pr obably maintain t he effort t o r aise living 

standards t o the extent t hat current defense and i nvestment programs 

per mit . It pr obably still intends t o limit arbitrary and terroristic 

actions by t he secret police as much as it f eels is compatible with 

safety. 

8 . Dur1ns the perl<Xl or t111s estiL-iete, tl!e attituce o:r 

the soviet people toward the rec;Lle will continue t o be cri.aracterized 

J.ilore by apathy than by di ssidence. It is unlikely that the promises 

made i n 1953 to raise living standarc.~, or even the lir:ri.ted ful­

fillment which followed, have aroused deri10nds and expectctions 

dangerous to the regi me . The policies of the regine are likely 

to be successfully calculated to ellay active discont ent nnd at 

the same til:ie to check excessive denands. However, if t here should 
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be such a conspicuous failll:l."e of' current agriculturel programs as 

to J.eccl to a decline in food supplies, or if the regillie should be 

I 
obliged to resort to areater pressures on the peasantry to extract 

the foodstuffs essential to feed t he cities, a. serious deterioration 

in public attitudes toward the regime might result. Such a develop­

ment during the period of this estimate would be unlikely to threaten 

the security of tbe regime . 

9 . The attitude of the Soviet people toward the particular 

dangers of' nuclear var is difficult to gauGe. Only iTitbin the l ast 

year has the reGime begun to rJake some information available, oncl 

tr.is has been for a. limited, lar~ely military, audience. For 

civil defense purposes, au intensive public infornation pr ocram 

would appe3.r to be necessary . Even if t his i~ lar fears 

are unlikely to linit the freedom of a.ction of the USSR inc 

dip1omatic crisis i r! e.nything like t he sar.:e degree es would be 

true for the Western Powers. Nevertheless, the desire to avoid. 

-war is stroug and articulate in the Soviet people, and t i.·e regir.1e, 

despite its ebility to distort und obscure t he meaniuG of events 

by propuganda, must to some extent adapt its policies to this 
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attitude. It may be obliged to do so in greater degree when the 

facts of nuclear warfare bcco1:ie better known to the Sovj.et people. J/ 

II. THE USSR' S RELATIONS WITH OTHER COMMUNIST BLOC STJ\!l'ES 

Sino-Soviet Relations 

10. Sino-Soviet relations within the last year have been 

marked by a continuing enhancei.1ent of Cocm.mist China's status 

within the CollllJunist Bloc. This was shOim by the visit of the 

Soviet . delegation in September-October 1954, by the 

agreements ~nnounced in the 11 October communique restoring Port 

Arthur aod certaio joint enterprises to Chinese control, and by 

the lllore recent associetion of CoLll:mnist China with Connnunist 

policy in Europe in opposition to Hest German rearmament. The 

trend toward greater Chinese independence frc1:i Soviet tutelage 

probably was inevitable in view of the growing power of t he 

Chinese ree;i.r.le and the interl1atioiml prestige it derived. 

i 1here wil l be a fuller discussion of the ~-sues a ised in this 
I -:r~ paragraph in a forthcoming ettirna.te, NIE , "The Probable 

Effects of Increasing l\Tuclear Warfare Capabilities upon t he 
Policies of Selected Countries. 11 
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from the Korean War and from Communist successes at t he Geneva 

Conference. Communist China is coming to be accorded a formal 

status within the Communist world more nearly equal to that -of 

the USSR. 

11. The relati ons between the USSR and Corur:mnist Chi na are 

probably now conducted as between allied powers having coi:l!l1on in­

terests and a coLlI:lon ideology, but also separate and pot entially 

conflicting national objectives. Communist China continueo to 

be devendent on the USSR beca.use only t hrough Soviet aid can it 

rnaint.o.i n or expand a modern military establishment and because 

its i ndustria lization program is also geared co Soviet support. 

Thi s de:pendence gives t he USSR great i nfluence over Chinese 

policy, but. it would probably not be decisive in matters which 

the Chi nese believed involved their mm vital i nterect.s. The 

USSR probably 1·1ould not apply so serious a sanction 

as wi t hdr uwal of econor:dc ~hi<l Gili tary aid in order t o obtain 

Chinese conformity to Soviet views, since to do so would 

seriously threaten the relationship. 3/ 

Foot note * The Director of Naval Intelligence and the Deputy 
Director for Intelligence , The Joint Staff, consi der 
t hat this paragraph overst ates the degree of independence 
which Communist China enj oys in matters of ma jor policy. 
They beli eve, therefore, t hat the following should be 
substit uted for the last two sentences; 

"The c ontinuing dependence of Communist China. on 
the USSR for support of i t s military and economic 
pr ograms gives t he USSR great i nfluence over Chi nese 
policy. Through manipulation of the various pressures 
which they can exert, t he Soviet leaders would probably 
be able to forestall any development i n Chinese policy 
which they believed would involve a serious confli ct 
with Soviet vital i nterests . However, if such a 
conflict should arise, we believe t hat the Soviet 
leaders would be prepar ed to apply these pressures 
to whatever extent they deemed necessary, even to the 
point of wi thdrawal of mil itary and economic aid, in 
order to obtain Chi nese conformi ty with Soviet vi ews." 
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12. The USSR and Coramunist China will al.most certo.inly 

maintain a relationship of close ~.llience throughout the period 

of this estimate, despite the possibility of some frictions between 

ther.1 . The USSR will continue t o sell or grant militcry and capita l 

goods to China but will almost certainly not meet Chinese clerna.ncl.s 

to the extent of overtaxing the Soviet economy. Soviet lJOlicy n1a.y 

take a more cautious view t han t t e Chi nese of the risks appropriate 

to the pursuit of Corm~unist objectives in Asia. Some issues will 

probably cause hard bargaining between t he two :partners, but not 

to t he extent of endansering the alliance, The interests of bot h, 

as well as t he ideological gulf which sel)ara.tes both from the 
I I 

non-Communist world, will continue to dictate~~~ of 

hostility against the West. The contr ibution which each makes 

to t he 1:ti.li tary security o:f the other may a ssume even greatGr 

importo.nce if the Western allio.nce i s able to add substantial 

military power in Gerr.ia.ny and Japan t o its present strength. 

These considerations, at least during the period of this estir.iate, 

will almost certainly outweigh any fri ctions in the Sino-Soviet 

relationship. 
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Soviet-Batell1te Relatioos 

13. The USSR's relations with its Eastern European Sctellites 

involve problems of control rather than of negotiation. Effective 

direction and surveillance of the small cor:ps of Party careerists 

in each of the Satellite regi1~s, ·together with the presence or 

proilility of Soviet militury forces, have been enougrrto insure 

Soviet control. This systet1 does not appear to have lost E',ny of 

its effectiveness despite the economic difficulties encountered in 

most of the Satellites during the last two years, and despite t he 

uncertainties Satellite leaders have apparently felt about who 

among their Moscow preceptors mi{!ht win the contest for l)Ower 

going on there. 

14. There have been two developments of purely external 

signif:l.cance not affecting the substance of Soviet control, but 

which are nevertheless suggestive of the form which that control 

1s lilcely to take io future. One of these has been the withdrawal 

of the USSR from the direct forins of exploitation exerlplified by 

the joint stock companies which held important economic asse-'\js 

in .several of the Satellites. To replace direct Soviet control 

through bila,teral arrangements it is intended apparently to link 
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all the Sate).lite economies more closely ,-rlth each other and with 

t he USSR by a greater decree of' joint econoi:1ic planninG in J~he 

new Five-Yeur Plan period. 195G-19Go. The other orgo.nizs.tionc.l 

developi:ten-i:. of ir11)ortance is the recently announced collective 

defense end j oint cornma.nd structure whicli will replace tl·•e bilateral 

military arreingements the USSR has had with -.:: ch of the Sctellites. 

In both the economic end uilitary fields therefore there is likely 

to be durirl{3 the period of this e stirnnte a development towcrd 

multik.teral forms of or[;anization and plam1ing. The result 

will probubly be closer intet3retion and more efficient Soviet 

direct ion and control of the Satellite area. as a whole. 

15. Popular resistance of an organized and active l~incl. 

is unlikely to appear in any of the Satellites during the :pe:ciod 

of this estimate. Disaffection stowing i tself in noncoopera tion 

i n econo1:1ic f ields and even }?ussi ve resistance might i ncrec.se 

in sone of the Satellites ii' tl,ere should be f urther seriov.s 

deterioration in living sto.n<lar ds. The USSR would intervene with 

force or by grants of ecm1omic aid to check any development of 

this 1;:ind which it believed. tb:rea-;,;ened the security of any 

Satellite regime. The USSR's cct.ions in the Satellite area will 

be bnsed on t he asslllllption "Ghat eff'ecti ve Soviet control there is 

an essential security requirement. 
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III. DEVELOPMErn>s IN THE SOVIET ECONOMY 

SOVIET ECONOMIC POLICY 

16. The fund.nnento.l chc.rc.cteristics of Soviet postwar 

econor.1ic policy have been er.1phasis upon a rapid rnte of capitol 

accunuktion, na.inteno.nce of high levels of r.rl.lito.ry expenditure, 

o.nd the direction of the r..njor sli.nre of new c:i.pitul to heavy i i:dustry. 

There hc.s recently been added o. be.sic o.nd probably endurine concern 

for the expansion of Soviet agricultural production, as a result of 

its continued fo.ilure to l{eep pc.ce with the requirener:.ts of population 

gravrth end. i ndustrial production. I n 1953 ne.rked attention was given 

to cor:suaer welfare and t o ouriculturo.l probler.1s. H'-'wevor, . cur ing 19511- and 

the early nouths of 1955 there wa s :::, r educt i ,n , if cnph::sis un the 

nunerous prouises to r a ise standards of livine which were r.iade in 

offici2l pronouncenents i n 1953, but the ei:~pho.sis OP- agriculture, 

which 1-10s t he kcystor.e of t he 1953 pl an revisions, hos continued 

with ii:crec sed i ntersity. Tl1ere wcs a lso a re:1ffirnotio1:. of the 

central r ole of heavy i 1:.dustry ::-,s t he oacconury f oundo.tion. f ,Jr 

the cnti:rc S _;v i e t ec,)rwny, i ilClucUnc; the c ,nsm1pti _-n se ctc-r . 

Reductions i r, explicit r.lilitery out l ays i n 1953 und 1954 are r oughly 
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restored t •.) t he 1952 .1e-,re l in the 1955 S viet budcet . '"JI This increase of 

~ilitnry cutlnys is u-ppo.rently t o 1::e nchie -ved by- c. r educti cn in the r a t e of 

Gr owth of consuner goods activity and capi t e l i nvestr.1ent. 

17. The 1955 budget gives litt le i nf or 1:1otion on det a ils of 

t he current i nve stnent pror~ran , but i t doe s i ndicate thc.t i r!Vestnent 

i n hecvy i ndustry will i r!crec,se o.bout f our percent cmd over-all 

i nvestr:!e nt exper.di tures will decrea se about one percent f r ou t he 

leve 1 pknned f or 1954. f,11noul1cenents of s or.1e a spects of i nvest-

ne nt in cgriculture i ndica te i ncrease s of a.s nuch as 10 percent over 

t he recor d 1954 level. Neverthele ss, t otal i nves t nent i E the s ectors 

of the econony related t o cor.suupti on will be reduced f r ou the l eve l s 

pl.::nnecl for 1954. Ttese reduct i ons will probably still l eave arc i n­

vestner.t proGr an f or t he se sector s subst antially above t he 1953 out ­

l ay ond i r, uost cose s o.bove t he levels .--.ctuc.lly c.chievcd ii1 1954. 

18. The t r aditional Soviet policy of concentrc.ti E&; econor.ii c 

decis i or)s i i, the centro. l party end goverm:1ent nppc.r Gtus i n r.;oscow 

was s lightly r.1odi f i ed during 1953, ond ho.s been furtl",er r,odified 

during 1954 ond ec.rly 1955 . Although t he cer:tr a l appnrc t us cor_-

ti:-!ues t o n::-..ke tte bnsi c deci sions i n econor.:ic plcnninG, o.. lo..rge 

}/ The· explicit :;'lili t ':',ry expenditur e s in the S'Jviet buc' 13et de not 
inclt1.de the outlt:1.ys f or atomic ener e;y and~·r . • military 
r est.:!:.rch ::.nd U~ £ Cfprr.ent . Expenditures '.) n, nd tc.,oling in 
any given yenr,.7-ll'PCnr elsewllc.:r.:: i n the bu .get, but these expendi -
tures are believed t o be ch··r :cd ::-:;~.inst defense outlays in sub ­
sequent years , 
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share of the detailed work nece s sa.ry t o ir.1plenent plans ho.s been 

trousf err ed fron Moscow to recrim,al 1-:tinistries o.nd l oca l plant 

oar:.c.Gers i n the case of unnufocturincr ur,d t o l oca.l (roion) cor.11:J.ittees 

i n ncrriculture. Mnnufocturing o.nd agricultura l enterprises hove 

been siven the r esponsibility, and have ever. been encourosed, to 

use loca l D..'lterio.ls m,d techniques, 

and to r.ioke t heir oim orr::mGer:ients for t he purchase of these 

ooterials. There hove been lc.r~e-scole reductions i n reporting 

require1:1ents and i n clerica l o.nd nd.r.ii nistrati ve personnel of both 

the centr a l and the loco.l governnentnl o.pporntus . I ndi viducls r e ­

leased fron tl:ese positions hove been largely t r m:sferred t o pr o­

duction r esponsi bilities , particularly in agriculture . 

19. The f oreign econo1:dc policies of t he USSR, although 

not .significantly nodifi ed, hcve beet, sor:i.ewhat reorient ed durfog 

1953. 1954. Soviet f or ei gn t r ade 110.s a lways beee dir ected to the 

expnnsion of Soviet i nfluence o.nd : t o the ·ll"lng-run objective 
achieving 

of ·/! e c onor.dc self-suffici ency. I n the po.st, t he Soviet econony 

hos not been in e position to r.ccor.1plish cuch t oward the f or ner objective. 

At pr esent, however, the i ncreased s ize e.nd diversity of the Soviet 

econony ond the coor dination of t he Eur opean Satellite 
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econonies e;ives the USSR o. supply of 5oods o.nd trcined 

personuel with which it 1.1c.y o.ttenpt t o increase its econonic iufluence 

upon the free world. I ncreases in Soviet offers of techr1.ical o.ssistonce, 

particulurly in Asio , and extension of the . (Seographical distribution 

of foreign trade in 1954 iodiaate of Soviet intent to use its 

industric.1 econony to extend its political influence as well a.s to 

build up its own politico.l, r.ti.litary, nnd ~col'.!onic strength . 

20. ,'\.ssur.linc; there is no wcr o.nd in the Soviet view 

do.nser of war, Soviet econonic policy i n 1955-1960 will be directed 

t owcr d achieving a continued r epid growth of basic econonic 
and military 

/ strer!gt.h ::::Eel nt the sane ti1.,e , a.s fo.r as is cor.ipa.tible 11i th this 

objective, o. steo.dy i npr overient i n the well-being of the ccrer c.l 

populo.ti on . This latter ii:1provenent will nlnost certni nly be o.t o. 

r ate fer uore uodesi. than tho.t l.eld out to the people i n t he govern­

r.1e11t's statenents of 1953. Heo.vy industry will continue to be the 

pri1.JD.ry f ocus of Soviet econo;:lic o.cti vi ty. Copi tal invest1.:1ent will 

continue to absor b a slie;htly i ncrcc.sir.g share of SovieJc output . 

Defense exper:.diturcsY will pr obably ir.creo.se ::ic<ler atel y as the cost of 
~reduction, 

developnent ,lu.d r.'!ai t:tennnce of ,:todcr n nili t :::ry eg_iJ.ipr.ier:t i ncre r.:ses. ~-· 
-...,....;c;,:~:rr,_.-~""T, - ,e-::::,r;IWQ.A. ---

1:!J In this a ::d the f ollow:Lng paragraphs, Soviet "defense expenditures" 
bo.ve been esti1nteu. 011 such a basis as to pernli t c omporison with those 
of the US; i. e ., they include explicit budget:1ry appropriations to the 
Ministry of Defense, plus estimated ontla,ys f or research and development , 
atomic energy, MVD par o.military f orces , nilitary education, and s ome 
military constr uction. 
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A concerted effort will be 1:ude t o i1.1crense o.griculturnl production. 

A slight increase over 1954 levels of production of housing o.nd other 

durable consuner goods is nlso likely in the period 1955-1960. Conse­

quently, a souewhat oore bcla.nced production effort in terr.1S of the 

entire Soviet econor.iy co.n be expected. Such an effort would result in 

growth of per capita consur:iption of the Soviet people nt u fairly 

cm:.stni:t rate, although at n ra.te considerably slower than that 
growth l"lf the 

which will obtain for the ,kcono1.1y :-:i.s a whole. 

Soviet Econonic Growth 

21. Soviet gross national product s/ (GNP) increc.sed by c.lnost 

:-;icvcc percent in 1954:, as cor.11x!red with a gain in 195 3 of about 3. 5 

percent; the latter ro.te was a.br:.ori:i.ally low for the USSR, beccuse 

of a poor crop year and the plan revieionc then ta.king place. 

2-f Figures for gross national product (GNP) :provide the nest 
concise and convenient rneans of describing the size and coa­
position of the econocy of e nation, .oncl (in a ro'l.16h way) of 
comparing 1 t with other national econonies. However, considerable 
technica l difficulties nrise ir. calculatins the GNP of any country. 
I n the case of the USSR, the litrl.ted nature of the uvnilnble dote 
rmkes calculation end interpretation especially difficult. For 
these reasons the q_uantitutive estimtes siven in the following 
pcragruphs regarding GNP o.nd its principal cor.iponents nust be 
considered as 0.pproxin10.tions. We believe nevertheless thot they 
present n reasonably nccurute index of general trends i n the 
Soviet econorzy. 

-17-
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The 1954 lev1:;l of Sovi et out put -- obout $129 billion -- wt:s 

approxiuntely one-third that of t he US /Jt $357 billion . A i:>r e ':,k ­

d0wr:. of So·,ri et encl US ,;ross ;;ctic1:C'.l pr ccluct by er;cl use is presented 

in Fi~1.1.re l. §" Fr or.1 tl:is FiG-ure it ,::r-.y be see 1. that , ir~ cl.oll nr va l ues , 

the USSR ;.,llocctes to consunptio; 01,l y cbcut one - f ifth os r.!uch ns 

the US, r.lthouesh its popuktio11 is 30 :per cent lar ger . Moreover , while 

the USSR devotes l::lrBer prop-:-Jrtio::s of GNP to defe~:se mid t o i uvest -

nent th:-i: d oes tl·,e US , ti·,e r~ctuc..l ,').LOui·tt s thus oll occtcd or e c onsid-

er~b::_y les G -- i r, the ca se of defense cbout or~e - bc.lf, cr;Q i!: h :.vest -

r.i.erit ~~bout four-fif t hs of tl:~ US f i c;ures . This rxmner of c l locctinG 

resources e;:1..v.es s one iudicctio: '.! of wLy tl~e USSR, witL• its SLJL;ller 

natirmo.l pr'.Jcluct, hc.s Eeverthelcss been able to t u i lcl c l;-.rGe L1dust r i n l 

0co::.011y ::rnd nili tary estoblisbr.:.e1:t wi thir! a r e l o.ti vely s llort period of tir::e . 

f/ L._ order to conpore Soviet GNP wi th that of the US, ru,)le estir2otes 
bc.ve t ee11 convarted to J.olkrs by usinc; [ll)]_)r opriGte rub l0-dollnr 
r ~·.th>s for the various sectors ':lf the Sovi.::t econrn.zy. Onl y one set 
of GNP f i csures in L1ul1Grs is 9reser.ted in this esti,.1.c..,tc . I t should 
bu n8ted, however , tklt t he clGficie1~cies i li the ~JG.Sic dct ::i on the 
USSR, t he f act tha.t diff.::reLt netl:ocls :if vc l ui ng output cc.i: be used 
with cqucil vciliclity, n 1d t l:e l 0t i tude of jud.gr.1e11t i ,ivolvecl i n co::-: ­
vertL:~ ruble f'i6ures i nto dol b r s pernit r\ lter:intive e stir.10.tes 
cf tbe size o.nd c o!:1.position of Soviet GNP. For instcnce, o.r: ol ter ns­
t i ve c:1lculatio1i of Soviet Gr-!P gives t he f ollowii1g resul t s : 

Cc1 1.sui:1pt i cn: 
I,westne1·1t 
Defer:se 
:\dninistr o.tiOic 

Billioi: 1954 Dol lars 

54 .1 
36 .5 
23 .8 
15 . 2 

129.6 

Percent 

41.7 
28.2 
18.4 
11.7 

100 . 0 

Such differences ns these do r.ot 1:1".1 ter i o. lly affect either the discus­
sio1: ::;f ecor:011ic [sr owth l)reser:ted ::.bovc ()r the gencrc l conclusions 
regcrdii::c; the s i ze :::1-d structure of t he Soviet ccO!:or:y, but tbey woul d 
o.ffect the nn2lysis C'.r.c1 il0terpret eti on of soYJc of its norc detailed 
cs:r:iccts . - 10 -
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Figure 1 

US and USSR 

Comparison of Gross Nat ional Products, 1954 
(Py End Use) 

USSR 
129 Billion 1954 Dollars 
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us 
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HQ,:m: In internretinz the figures f or ~·oviet and US c1efense e:xpendituJ·es, 
it should oe noted thnt the value do.ta pre sented clo not necessarily reflect 
tho volunc of :--,r::-::w.1e:nts product fon (in terms of physical uni t s, fire power, 
torinage, etc.) a.nd clo not show the a,11ounts or proportions of gross invest­
ment which arc inr'irectly r0 l ated to rnili ta.ry procuction. 
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22. The r at e of gr avrt h of Soviet GNP hos bee n declining i n 

r e cent year s lar gely because of the declilli ng pr oductivity of cddi-

ti011Dl uni ts of capitol i r.vestncnt i n i ndustry, but c.lso 'be crmse 

of the st~:sn'.ltion i n agriculture ~md t he he(\vy lmrden of nili tc.r y 

e xpenditure . We b0lieve thQt i ncreosi r:g il:vestnent i n Soviet 

C.Briculture, where the pr oductivity of labor is very low, :~ 

s l owiuc: down of i nvestr.;.el1t ir: co1°stu:1er t:.'1nuf<1ct ur ing i ndustries , 

wher e k bor productivity is relnt ively h i c;h , ond a r ecluctior:. il! t he 

r ate of i ncreose i r_ the l~bor force will te;;d t o c 01,tir:ue tl\0 recent 

declines i n the r cte of isr mr'ch . '.·le esti:r:nt e , t herefore, tlmt t he 

t!ver .:::0~ t'.l"cnuc l i t!Creose i n Sovic:t GNP by 1960 will pro1x1.bly be 

sliGht.ly lesf3 than f ive per cei"!t, coi:!p..-:rec1.. t o the sev01, perce r,.t i ncrease 
Ac cordingly, we esti mate that 
i n 1S'511 .• /.soviet GNP i1l 196c Jrill b8 :::ibout $U\3 billions nnc1 US GNP 

c.bout ~452 billions . To snstr\iJ'l. t his esti nnt ed r a t e of growth, 

i r:vestr.:eut r.:ust ii:cr ee:se c.s ::-. pr oportim1 of t ot a l product u lcile 

cor:s 1.u.1ptio~·:, clef m~se, :-1 r.'.c1 ~~dni:_istr~, t i on clecli Le . I:..lth::..uch -.-:bsc,lutc 

dcfcr:se expe nditures C\pp2r e r.tly ere t o i ncre~se r.iorkeclly i: ·. 1955 over 

will pr obc.b l y i 11crense he,-:cefortt ::t ::i slouer r c.te , ~ed will be ob out 

15 percent hi gbe r i c 1960 tbrn i 1 ~ 1955. Tliis fic;urc c onpc r c s with on 
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i ncrec.se of about 50 perce:·,t i i! i 11v0 str.1ent and n GNP i ncree\se of 

about 35 l)ercent . Soviet i n.v1.;str,1ent expenditure, concentr.:::ted a s 

it is i n the heavy nnd r.:e1ch:i.11.c industries, cor,stitutes i n itse l f o 

direct support f or G future e;-~c.nsi on of nili ter y effort. 

23. The estiLJG.tecl r cte of econonic g-rowtl: in t he USSR i Lplies 

::tn i ncrea se i n the r atio of Soviet to US output . Soviet Gl\TP in 1960 

wi ll pr o1x::bly be about 40 ::_,erc0nt t h:::t of tr..e US . However, the US 

econony will probably cor:tillU..; to d.rc.w :.,hef"!d i r: absolut e ter ns , t he d olla r 

gup between the two ccorwr.d.es ii 'crecwing fror.1 $ 228billio;:s to ,,bout 

(See Fi c ure 2 ) Tri.~r e will be :., sir:il::r r cl.i.:ti oEship 

batwcer tlle Gr oss out puts of th~ Nf\TO couLtrics tcltei.: cs :;: whole and 

thot of the Sino - Soviet Bhic . Tl:t.J C'.bsolute ,::;c.p of $1.25 billions i n 

1954 will 11r obobly uicle1, t o ::-bout $5C:9 bi lli ons i n 1960 . 

historic:,.l pott erns of e c o~,0::.ic growth i ;·• the \·\;st . Ou.r estir.ir\tes 

f .:ir Si: ·.::i - S,Jviet Bloc output i :: 1960 ore br.·secl on t he :::sslr,pti01:, 

which ,-m believe re~::;01,ablc, tk,t the Bloc will pur sue c p::-tter 1: 

of r 0source .'..! l l oc:1tion coup:--r:--.ble t ·J t i1ct pr eG(:!1.tl y ~xistfrG end 
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Fi gure 2 

So•.riet r l oc c.nd \·fost 
Co:.1po.ri son of Gross iTationc.l Products 

(Billions of 1951,. US Dcllo.rs ) 
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cppr:r ei.ri:.ly pla nned f or the future . Both the He ster n countries nnd the 

Sino-Soviet Bloc have the cn1mbility to alter the pattern of resource 

use drostic~:lly, and ther eby to c.lter t r.e f i ncl co:.!position f'.nd value 

of t he pr oduct . The capability of tl,e We st , and especially of the US, 

to do this is greeter t hc_n t hnt of t he Bloc beco.use of the higher 

Westcr r: l)rod.uct i n proportior: to po:;;,ulation. .H0\·1ever, lerge shifts 

i n t he pnttern of r esource use c01mot be ns quickly or c s e1;sily 

nndc i r, the Ucst ::\ S i n the USSR wher e t he ec o11ony is closely co;:trolled 

and i 1:clustr y is desi e;uecl f or r.1Dxinu.:1 c onverti·bility to wnr purposes . 
t lte West 

.If the Bloc and· / c ont i 1.ue t ,J i::.:1int nin full euploynent, consider nb l c 
their respective 

ch:rnges i n the coupositiou of/outputswould have little effect on their 

toto J. voltmc of output in so shor t a peri od . Should either fd l 

t o 1::0.i ::t c:i u full enployue nt, the vol une of output would be considerably 

reduced . 
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