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10 May 1974

MEMORANDUM FOR: Mr. Claus W. Ruser

Deputy Director, Policy Planning Staff
: Room 7212 A

New State

SUBJECT

CIA Contribution to NSSM 200

L The attached CIA contribution to NSSM 200 is

;" wholly unclassified. The cover sheets are classified
' only because they identify the contents as a
contribution to a NSSM. Only two copies of the
attachment to Part 6 are enclosed. All agencies
should have copies of this document in any event.

Any question or comment may be addressed to me
on 351-5208 (note change in phone number).
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5. Potential Attractiveness of Alternative
" Development Models ‘

1. Nation states have seldom sought or
adopted particular development models because they
served some other state well. A national state

by its very existence is unique; and, to the ex-

tent it seeks to modify any given set df attitﬁdes
toward development, it may be expected to look
towafd a model which offers the least conflict with
indigenous institutions rather than a model which
is abstractly appealing. Even where a model is
imposed from the outside, as in Eastern Europe
under Soviet tutelage, it tends to develop strong
distinguishing national characteristics.

2. To the extent that there is discernible
improve@ent in per capita income in a given state,
there will be little inclination to swap existing
institutions for new, even in the presence of rapid
population growth. Stagnant or declining economic
growth, on the other hand, tends to create pressure
for revision of economic models whether or not it
is accompanied by rapid pépulation growth. This
search tends to seek economic solutions that will

restore per capita income growth rather than for
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systems of ?opulation control. Indeed, only China

and Korea among our specific models have adopted

national population control schemes. Population
control requires a longer view than most governments
take about anything but their national existence.
‘Moreover, measures to control population require

a period of gestation and application prior to any
generally perceived result; this period exceeds

the life of most governments.

3. The rapid rate of world population growth
and the poor performance of ﬁhe Commuﬁist states
and, indeed, many mixed economies in producing an
agricultural surplus should remind us that there is
a worldwide need for an economic model that can
encourage greater agricultural production. World
grain stocks have been reduced to the level that
the threat of starvation or revolt in some areas
of the lérge grain-deficit nations may follow any
serious departure from normal growing conditions.
Several years of greater effort and favorable
weather will be needed to restore an acceptable
grain reserve situation. Widespread growth in per
capita income would require an even larger increase

in grain output.
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4. Sustained economic growth culminating in
an industrial urban society has usually led to
severe feduction of population growth, irrespective
of the economic model under which the growth took
place -- for example, the United States, USSR,
Japan, and both Western and Eastern Europe. On
the other hand, no single economic model has shown
a capability to control population growth and,
indeed, none hés shown any consistent attitude on
the need for such control. Tﬁe leaders of the
People's Republic of China initially insisted that
their system could provide economic growth suffi-
cient to preclude a need for population control.
They subsequently reversed this judgment, élleging
a need to reduce the rate of population growth
sharply. They have not been successful with gither
of these programs. The USSR has also béen ambiv-
alent about its population objectives. It ex-
perienced a falling rate of population growth when
it was systematically seeking to increase the
raté, and more recently the rate of population
has increased as the government sought to maintain
or reduce it.

5. The military states we observe in this

study have no clearly defined population strategy,
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élthough Brazil has oppoéed outside suggestions
that iF control its rapid rate of population growth,
Peru has been so preoccupied with its development
of an indigenous economic model that it has given
no specific attention to a population coﬂtrol pro-
gram. Brazil patently has little population pres-
sure given its resource base and present economic
growth. Peru clearly has considerable population
pressure, and its growing population has been a
serious deflator to an otherwise acceptable rate
of economic growth.

6. Our mixed systems also exhibit divergent
population policies. India, with a relatively
free society, democratic political institutions, a

mixed market and planned economy, and a critical

population problem for almost a generation continues

to behave as if its population problem were newly
found and of little consequence either to the
people or to the government. 1India's halting
economic growth has so little exceeded population
growth that the vast majority of the population
has seen no progress whatever. Yet there has been
no concerted effort either to modify the economic

model or to lower the population growth rate.
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7. The Republic of Korea has achieved rapid
economic growth, and also has made a concerted
effort Eo reduce its rapid rate of population
growth. This program has brought the population
growth rate from more than 3% per year in the
early 1960s to less than 2% today. Yet the main
constituents of South Korea's population control
effort nave been adopted by several other nations
without visible effect, suggesting that economic
phenomena are at least egually responsible for its
apparent success in population control. |

8. Generalization on the value of economic
models for national develorment is dangerous. Over
the past generation in which interest in economic
development has been particularly acute, a few
generalizations suggest themselves. Marxist-
Leninist models have been most successful in
nations with a considerable natural resource en-
dowment and at least a seminal industrial capability.
They have done rather poorly when installed in rela-
tively more modern, complex economies. China has
had to greatly modify the operation, although not
the structure of the Marxist-Leninist model in
order to achieve development. This has been accom-

plished in spite of low per capita increases and
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without substantial foreign aid. While building
i the modern sector, the Chinese have also given
a high priority to the utilization of rural labor.
fiﬁq Mixed economic models with a heavy dépendence on
ff%ﬁ the market system have been particularly effective
in highly populated.regions where the non-human
resource base was inferior. Mixed systems tend to
work best when gévernment seeks to assure a vig-
orous, viable private sector as well as deVeloping

infrastructure and sometimes basic industry. Those.

o that have used governmental intervention to dom-

; inate or weaken the private sector have beeﬁ sing-
ularly unsuccessful.

9. One major development we expect over

gg@é the next quarter century is the increasing politici-
o zation of international econonmic relationships, i.e.,
governments will play an increasing role in inter-
national markets and transactions. The manifest-

ation of this trend in the efforts of the 77 in the

United Nations, the Arab oil boycotts, and recent
efforts to develop bilateral deals for oil is only

a harbinger of what may come.
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16. In the Soviet development model, eco-
nomic decisions are made by administrative fiat
instead of market signals. The characteristic
institutions of the model include collectivized

agriculture, public ownership of all industrial
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ehterprises and retail stores as well as trans-
portation and communication facilities, and central
planning by a combination of administrative and
market mechanisms. The institutions are controlled
by the Communist Party.

-

17. The basic objective of Soviet policy

- has been rapid economic development. At the core

of Soviet growth strategy has been: (1) a high rate
of investment in physical and human capital,’

(2) the concentration of investment resources in
sectors that produce capital goods for further
growth, (3) the use of capital-intensive techno-
logies (borrowed in large part from the West) in
favored sectors, while labor-intensive methods are
used in ancillary processes, (4) investment in
agriculture just large enough to allow this sector
to provide the population with an adequate diet and
industry with raw materials and workers, and

(5) an international trade policy featuring iﬁport
substitution -- that is, capital goods are imported
in exchange for traditional exports until the im-
ported capital can be used to insure self-sufficiency.
In its development the USSR has thus followed the

path of brute force -- depending on a fast-growing




s

etk SR

lébor force in the non-agricultural sectors and

especially on large increments in fixed capital.
18. Only recently has the USSR begun to change

its strategy. Falling investment returns and

lower rates of population growth have forced the

leadership to try to switch froﬁ an extensive

to an intensive model -- that is, to pay more at-

tention to improvements in efficiency as a source

of economic growth.

19. The USSR has compiled an impressive growth
record. The Soviet economy is now the second
largest in the world; since 1929 the growth of
Soviet GNP has exceeded that of the‘United States
in this century and the long-run growth of other
industrialized countries. But the model has been
criticized as being wasteful and inefficient. Its
dynamic efficiency -- the rate at which productivity
increases over time -- has been less than that of
Japan and most.West European countries in the post-
war yéars. In addition, the model's static effi-
ciency -- measured by the level of output per unit
of combined capital and labor -- is quite low com-
pared with other developed countries. The model
also sacrificed consumer welfare to the demands of

priority development of heavy industry. Thus far,




Soviet industry has had a hard time satisfying the
demand for consumer goods, especially from the
standpoint of quality. The farm sector has been
generally delinguent in providing a guality diet.
20. Although the development model worked well
for the USSR in its major development period, the
model could not be transplanted successfully to a
large number ofvtoday's LDC's. Before the Revolu-
tion the Soviet Union already had an industrial
base, was rich in natural resources, produced an
agricultural "surplus" in normal years, and had no
population problem -- in contrast to most LDCs.
The model actually has not had a systematic popu-
lation policy. The anti-Malthusian nature'of
Marxist-Leninist dogma precludes direct state
' efforts to control population growth. Neverthe-
less, various policies based on health and eco-
nomic considerations may have influenced the
course of the birth rate. Legalized abortions
and high employment among women have dampened the
rate, while family allowances, leave benefits for
pregnant women, and extensive child-care facilities
probably have increased it. The net effect of

these policies cannot be determined. Most likely,
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the rapid urbanization that accompanied develop-
ment was primarily responsible for the drop in the
birth ra£e from about 45 per thousand in the 1920s
to its current 18 per thousand.

21. Some features of the Soviet development
model's institutional framework and growth strategy
may appeal to the LDCs, however. The clean sweep
of the old institutions by the Soviet regime must
interest some groups in those LDCs in which tradi-

tional ways block economic development. So much

the use of "war economy" methods of planning, which

were eventually effective in the total mobilization
of the Soviet population for economic objectives
and which ultimately succeeded in placiné ghe coun-
try on the path of rapid economic growth. Even in
the agricultural sector, the LDCs will recognize
that structural change may be necessary to encourage
the use of modern, scientific farm methods and to
provide increased food and labor for the industrial
sector. Indeed, the Soviet state was able to
extract a surplus from collectivized agriculture
for many yvears by means of its rigidly controlled
procurement system.

22. As for Soviet growth strategy, high invest-

ment rates certainly promote economic development
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but are not unicue to the Soviet model. The
emphasis on industrial development seems to be
favoreé by many LDCs, which believe the industrial
sector is the prime mover in attaining faster eco-
nomic growth. These countries may be especially
attracted to certain Soviet capital-saving techni-
ques such as the use of labor—in;ensive methods

in ancillary incdustrial processes, concentration

on a few prime targets, multi-shift operations,

and continued use of obsolescent plants. But the
priority given to large-scale capital good indus-
tries seens possible only in countries having the
natural and humen resources and the required market
potential necessary for their develcoment. The
model's neglect of the agricultural sector con-
stitutes a critical weakness in terms of its use-
fulness for most LDCs. In fact, Soviet agricultural
policy seems more a path to avoid because the LDCs
need to provide large annual increments of food for
a growing population. Finally, many LDCs are still
unwilling to accept the totalitarian methods used
by the USSR in collectivizing private farms, mo-

bilizing manpower, and managing the economy .
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11. The USSR has generally viewed world popu-
lation growth with a mixture of apathy and disdain.

Its attitude has been shaped by (1) a preoccupa-

tion with its own domestic situation of underpopu-
lation and slow population growth, (2) an economic
policy of self-sufficiency supported by an enormous

resource base, and (3) population theories based

on Marxian dogma that fail to recognize the poten-—
tial world problem caused by an ekxcess of humanity.
But Soviet attitudes may be shifting. In part,

the USSR may fear that population pressures and
historic enmity will causé the People's Reéublic
Qf China to push into the population vacuum of

Eastern Siberia. 1In addition, the recent world




concern about pollution and energy and food sup-
plies seems to be having some impact on Soviet
thinking.

Population Trends in the USSR

12. Soviet attitudes about theAthreat of over-
population have been heavily influenced by their
own experience. With an estimated 252.2 million
inhabitants in 1974, the USSR is the third most
populous nation in.the world, after the People's
Republic of China and India. Nevertheless, the
USSR is not densely populated; its overall density
of 29 persons per square mile is less than half
that of the United States and far lower than the
densities of the industrialized nations of Western
Europe and most of the larger nations of Asia.

The Soviet people are hea&ily concentrated west of
the Ural Mountains, in the European portion of the
country; and even in these areas, population den-
sities are low compared with those of European
countries. |

13, Population growth duriné the fifst half of

the present century was retarded not only by the

‘high mortality of World War II but also by World

War I, the revolution, civil war, epidemics,

famines, and political actions such as collectivi-
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zation and purges. Between 1913 and 1950, the
population within the present borders of the USSR
increased at an average annual rate of only 0.3%.
From 1950 to 1959, annual growth averaged 1.8%. -
Subsequently, birth rates declined.while death
rates increased, so that the pobulation growth
rate fell below 1.0% by 1968. The rate.femained
below that during 1969-74 and will probably con-
tinue rising slowly during the rémaining part of
the decade.

Population Policy

14, Historically, Soviet demographers have
denied the existence of a population problem.
They considered Malthus an apologist for the evils
of capitalism and asserted that the misery he
attributed to overpopulation was really due to the
maldistribution of wealth. The Soviet Union has
equated’"overpopulation" with "relative surplus
labor" that could be corrected by adopting Commun-
ism. This policy.ﬁAS led the USSR to oppose UN-
sponsored population assistance programs. In
particular, the Soviets considered developing coun-
tries misquided for promoting birth control measures
directly; much more would be accomplished, they
élaimed, if the resources devoted to birth control

were channeled into economic development.
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15. The prevailing belief that the most urgent
domestic population problem is the declining birth
rate probably reinforces the leadership's lack of

concern about growing world population préssures.

Domestic population policy has been ambivalent --
in some cases encouraging, while in othefs dis-

couraging childbearing. Goveinment programs and
practices that tend to encourage childbearing --

family allowances, liberal leave policies, and

numerous childcare centers -- coexist with those
that tend ﬁq discourage it -- cheap abortions, the
pressures on nearly all women to work, and crowded
housing conditions. Although probably not by

design, practices likely to depress the birth rate

= appear to be the more numerous, and many of the
programs which may be construed as pro-natalist --
such as the family allowance system -- probably

are not very effective.

16. In recent years, the Soviet media have

reflected considerable concern over the decline
in the birth rate, especially in the urban areas
of the European portion of the country. Thus far,
there is no evidence that the Soviet leadership
has become sufficiently concerned té consider the

adoption of any strong pro-natalist measures.
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From a longFrange point of view, the Soviet author-

~ities probably would like to see a higher birth

rate now in order to assure a larger labor force

in the future, particularly since they are reminded
constantly that the recent tight labor supply has
resulted in large measure from the low birth rates
of the 1940s. On the other hand, a -substantial
rise in the birth rate would have several more
immediate consequences that might not be desirable.
More women would have to leave the labor force to
bear and raise children, and larger investments
would have to be made in child-care and educational
facilities, housing construction, and the ‘produc-
tion of consumer goods.

Resource Position

17. The Soviet Union's relative isolation from
world markets also accounts in part for its indif-
ference éo the world's population problems. Al-
though Soviet agriculture is somewhat erratic be-
cause of the severe continental climate and organ-
izational inefficiencies, the USSR has been basic-
ally self-sufficient in food. Also, the USSR has
had abundant supplies in nearly all minerals,
metals, and energy resources. In the mid-1960s, a

Séviet demogravher expressed the USSR outlook as
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follows: "Even with very great population growth

in the USSR, its situation with regard to resources
used will remain completely favorable." Indeed, as
a raw materials exporter, the Soviet Union has been
able to cash in on rising prices‘fof world resources.

Developing Problems

18. Recent developments may altér Soviet com-
placency with respect to population growth. First,
Brezhnev's program to provide more meat in the
Soviet diet has pulled up the dehand for feed-grains
faster than farms have been able to increase pro-
duction. This has forced massive imports of grain
wherein the USSR has had to compete with other
supplies and needs in the USSR is not likely to
improve fundamentally in the foreseeable future.
Second, Soviet petroleum officiéls now complain
about thé headaches the world energy crisis has
caused them. They claim, for instance, that the
USSR does not have enough o0il simultaneously to
meet its own requireménts, to fill the needs of
other socialist countries, and to continﬁe to ex-
pand deliveries to established markets in other
countries. For other raw materials, too, rising
domestic demand and depletion of readily accessible

reserves will gradually erode the USSR's advantage
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in the longer term. As political relations with
China deteriorated in the 1960s, the USSR résponded
with a massive military buildup along the Chinese
border. 1In addition, the government adopted a
migration policy in May 1973'designéd in part to
settle more farmers in agricultural lands along
the Chinese border. The migration decree covers
rural resettlement throughout the Soviet Union,
but emphasizes particularly the Chinese border
districts. Benefits under the new decree include
lump sum payments, tax exemptions, building loans,

and extended vacations with travel allowances.



