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Economic Intelligence

An adequate assessment of the complex and 'cloaely-interrelated
problems of the economies of the Sino-Soviet Bloc requires an inte-
grated approach tt_S the msea;'ch effort. .Otber componants of the
intelligence community are not equipped to conduct Sov-Bloc ecor;omic
regearch on an over-all basis, nor are th@y charged witk this responsi-
l'Sility; their economio maea;-ch arforts'm oriented toward their
individual departmental interestﬁ. By inter-agency agreement and

: 'DCI. iimctivu the primary responsibility for economic research on
_the Sino-Soviet Bloc now rests .aquarely in the Office of Research
‘and :&portl.

To carry out this responsibility, ORR must direct its imtelli.
gence effort at all levels of the economy and in varying degrees of
intensity. The aftermaths of the ecoﬁomic and political disruptiocns
in Eastern Burope in late 1956 clearly supported the continued focus
of attention by the Office in 1957 on the stability and cohesion of-
the Soviet and Batellite economies. Ou.r aﬁal,vses havﬁ emphagized
exploration. of the eoonomio factors wh:!.ch could lgad to increased
diatm'baneu in the Em'opean Sutellites in the coning years. Con-
slderable attention was also given to the substantial re-orisntation
of mtemtional trade among Bloc members and between them and Freo
World countr:la-. To provids current appraiaala of the continuing
unatablo.nitmtion in this area, ocur research effort on Bagtern
Europe, which had been augmsuted on a priority basis in 1956, was

.
agegeTTRTETT

Approved For Release 2001/07/28 : CIA-RDP62S00231A000100110138-0




Approved For Release 2001/07/28 : CIA-RDP62S00231A0001001 1013§-0

8-E-C-R-E-T

maintained at a high level in 1957,

. The Office has. continued to intensify iis ec:oﬁomic ‘research on
Communist China. We are engaged in a program of complementary and
interlocking research projects dealing with the Chinese economy
This program includes the atudy and evaluation of the Chinese

»

potential for industrial growth, and en evaluation of all available
information on the continued de'(;endcﬁce of thes Chinese Communists

on the technical. assistance, 'planf equipment, and other capitai

goods being furnished by the chlat Union and‘ the European Satellites.
Ths feasibility of new and ambitioua Chingse Communist plan goals

is also under rigorous lcr\ttiny (

In 1957 this Office devoted an important part of its research

effort to analysis of the implications of an increasing body of
evidence indicating a slowing down of the rate of economic growth
in the USSR. Even before the Soviet announcsments of the substitution
of a new T-ysar plan %o erlace the Sixth Five Year Plan aﬁd of the
‘modest loug-rangs economic goals for 1972, ORR had provided policy-
makers with evidenca of a slowing down in industrial growth,
Likewise, our analyses of economic administration in the USSR had
revealed the existence of serious difficulties - diffisulties made
manifest by the sweeping industrial recrganization that took place
in July.

In response to, ;nd, indeei, in apticipation ;af, the dramati:
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evidence of Sovi;t capablilities 1n‘the gulded missile filold, GRR
regrouped 1ts miourcea to provide for an intanaive researst program
on the economis aspects of Soviet missiles programs. Similarly, the
research etforb on Sov-isloa atomi: energy activities substantially
it;cmased. The stepped-b:p ecofwmic regseaxrch program oun missiles

and nuclear energy has already resulted in ﬁportant coutributions
to intelligence on these fﬁm.

During the year Sino-Soviet Bloc countries intensified their
efforts to penetrate Fres World mdardevaioped coztﬁtries through
large-scale trade and economic aid programs. CRR contimues to
monitor developments in this flicld, and a;a a result has come to be
‘relied on by policy-making groups, such as the Committee for Fcreign
mowc Policy, to provide, in cooperation with the Depertmsnt of
8tate, wmost of the intelligeucs on 1:he Sov;Bloc economic offensiws,

How are the pr;blm of ‘the Scviet Bloc economies analyzud,
and how are the snswers obtained by an integratad and coordinated
approach? - While Soviet amnouncements and recext statistical publi-
catlons in certain non-strateglc fislds have bsen of soms belp, the
Office must continue its intensive analysis of fragmentary and
conflicting data obtained overtly and corertly from immmersbls
sources -in ordar to develop the economic intalligence on the Sino-
Soviet Bloe that is of national security impo:tanco and is requirei
both in production of National Imtelligeics Estimatzs and in a
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varisty of special studies in response to other high priority requests.
Furthar, it provides gnidame to the colleation activities of CIA
and other a@anc:l.u_. ‘The complexity of ths job demands the welding
together of all the various skills brought into the organization.

The econocmist, the technisal exporﬁ, the country and hngm.ge special-
ist, all are vital parts of the research team. All need special
additional training, vhich is expensive agd time consuming, but
absolutsly necessary. ‘ |

Attention is being given to the development of new techniques

of analysis in crder to make maximm nge of the factual information
‘which is constantly flowing into the Office. Pursuing the successful
analyticel approach dsveloped in the rast two years for making cost
utimtes of Soviet nﬂi‘hry mgrm, an eﬁoa.-t is now being made

to extend this price and cost avalysis to our estimates ‘of present
and future Soviet atomic energy developments. Thesa costs vill be
chacked against the capabuity of the Soviet econouy to provide for
the facilities and new investments indicated. These analyses take
the form of rigorous inspection of Soviet cost and price rélatiod.
ships as an important step toward. the deturmination of ‘bhe principal
areas of Soviet lndustrial strength and weekness. It is enticipated
that thes results of these studies may make 1t possible forus to
forecast production trends in the Soviet domestic ecomomy and,
equally important, Ato forecast the.canpositidn and la.ix;oction 6:
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Soviet goods which may move into woria trade in competition with
US and other Western production in Free World counbries.

Concurrently with its cqmp;'ehenaivwe ezonomic research, the
Officg_pf Researc‘l;‘a'pngég;; evaluates and interprets current
economic developments within the Bloc countries viewed in their
relation to the Free World. A special staff, working in close
cooperation with ths Office of Currsnt Intelligence and supported
by appropriate research components, prepares timely reports of these
developments for inclusion in the Agency;'s and intelligen;:e
commumity's output of current intelligence. The same mechanism
is used in marshalling the full support of this Office behind the
National Indications Center and the IAC Wateh Coumittee.

Other studies ydelding highly factual information of broad

interest to the community are based on the 25X1B4d

25X1B4d

25X1B4d

Soviet BISON aircraft (four-englue Jet bombers )

" I 5o2:ction of these sir:raft in 1955, 1956, and 1957 to

-, 25X1B4d
j e
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be lower than previous estimates held valid in the intelligence com.
munity. This conclusion _ %g§1ggdim901;;,ant
factor in a downward revision of the US estimats of Soviet air
strength. ' ‘ o |
Each of our economic research components periodically calls
upon & small panel of cleared consultanté drawn from ambng top
exacutives in American inmdustry. Through these panels we obtain
~ an excellent inde‘pend.ent check on the soundness of our estimates
and advice on ways to simplify or economize in our research procedures.
The annual economic research program of the Office, aimed as
it 1s at serving many different interests and pPurposes, is necessarily
complex. Past exporiance, how analyzed quantitatively througlz the
use of IBM methods, is depended on heavily in the quarterly program
revievs and in the development of nsw programs, Pariicular attent:on
is given to the Priority National Iutelligencs Objectives and to
such advice as our Principal consumers are able to provide. concerning
their requirementa in the wonths tc come. Formulation of the program J‘ #
begins with full provision for support tc ths produstion of scheduled h

and anticipated National Intelligenca Estimatag, vaision muat ai:o

be made for scheduled contributions to the National Intelligence | e
&

=
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Surveys, where this Office has %ie responsibility for economic sechiong | 4

d.e'aling with the Sino-Soviet Rloc. Similarly, certain agspects of our #

- work in support of other agencies axc schedvied i response to
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Cowume U F e owide dsficlenciss in econasi: inlalijgence as fdentifias

wees Loonomde Intell i.pence Cosmm t.;ﬂ I oaddition, we are avaro
e n.-‘:'.?-';.‘ﬂfiﬂnm thet & substantial portion of our research tiss
S AT ha B apent. in meating “rrasl’ ar emergency regucats [rem

rallole high=level 2onsumers,

Tt ts du this manner that the Office of Resescct and Repcrh

preides the necesam'y inbelligen e 0n economic activities ana

LB ef the dountries wit.hin the Sino.-Soviet Bloz,
_'i“it:e CTA also producoe and coordinates intelligence in sapport

te U3 aconamir defena- prograw, OFR vepresqnta CIA on the

Yroenomly Delense Advisory Committe (EDAC) and chadrs the fnisruge;

: ““'an«m. ) Def‘ense .Intelli_genuu_e Committes (EDIC) establlshed umi~- i+,

T4 this way, not only the kmowledgs of JRR and the rast of G1A St
s»w5 that of ather 1nte1ﬁgenc§.agsrxni,ss econtribute te the Inteill
anrien ‘,1 esunomi.c de*fénsé activiniea,

Inder the NSC directive on ar--non«i* defenmo whioh mﬂm’mmz«s,

s2aforcement of m.nbmls, C’IA, tn'miifg‘h’ ORR:; has rasponsibility for

andt othar e[’iorta te elreunvent coatern LTy The staff coerdinavisg
st vtherwise providing this imteitiges:s sappert oy CIA So the
fiete of economic dafense has bean rediced toaminimum level

«deyiate te handle the changing pricsrisy demands of the pregram.
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