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"yuE CHALLENGE OF SOVIET POWER"

I aeppreciste this opportunity to spesk to your 27th Annual
Convertion on the subject of the "Challenge of Soviet Power".

This topic is particularly sppropriate for the Biison mactrit?
institute. It wes Lenin who defined Commnism “es the Boviet system
plus slectrification.” The very f£irst Boviet econcmic plsn in *!zhs!z»i
early 1920s had as one of its principal objectives the dmlaynant of
a modern electric power system.

In effect, the Soviets propose to electrify Merxiem. What tth
may in fact do is either to shock their backverd political tnstitytion
into key with thelr more modernized technical and industrial skills
or eslectrocute the whole archaic Marxist political system.

In eny event, the SBoviet Union has certainly sought to follow up
Lenin's emphasis on electric power and has become & leader in muy
electronic fields. It has developed intensively the role of redio in its
messive effort to promote its subversive policy on & world-wide b&sis.
Tt uses electricity to jJam the airwvays end to build en aleetronia iron

curtain around the minds of thelr own pecple.
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In my own buginess of Intelligence, the various meni festations
of electrical power axe changing the vhole system of information
collecting in meny vital flelds. Flectricity operates the redar which
1s on waich agsinst snesk attack. It helps %o make possible the mﬂdy

transmission of warning of impending danger and as the mass of

{ntelligence pours in dey by day, over electric charmels, it 1s eleéctronlc

machinery vhich becomes & valued partner in helping us in its collation
and dlssemination.
% * ®
The challenge of Soviet power presents todsy a triple threat:
M rst, militery; gecond, econamic; and third, subversive.

™is challenge is & globsl one.

As long as the principles of international Commumisn motivate the
vegimes in Moscow end Peiping, we must expect thet their single purpose
will be the liquidation of our form of free soclety and the mrgénce of
a Sovletized, communized world order.

They change their techniques as circumstences aletate. They have
never given us the slightest reason to hope that they are abandoning
their over-all objective.

We sometimes like to delude ourselves into thinking that we are
feoed with another nationalistic power struggle of which the world has
geen go many. The fact is thet the aims of the Commmist 4nternational
with its headquerters in Moscow are not nationslietic; thelr objectives
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sre not limited, They firmly believe, and eloquently preach, that
Commmmism is the system vhich will eventuslly rule the wordd and
sach move they make is dirvected to this end. Communism, like
eleotyricity, seeks to be an all-pervasive and revolutlooary forese.

To promote thelir objectives they have determined -- cost vhat
it may ~~ %o develop & military establishment ard & strong mational,
sconcmy vhich will provide a sscure home base from vhich to deploy
their destructive forveign activities.

To achieve this cbjective, they are devoting sbout twice &8
ek of thelr gross pational profuct to military ends ss ve do. The
mmiweﬂ&tasamtimofmn greater than that of
any netion in the world. Their econtinuous diversion of econcmic
recources to military support is withowt any perallel in psacetime
histoxry.

We eastimate that the total valus of their cwrrent snmual military
affort is roughly squivalent to our OWD. They sscomplish this with &
GNP which is now less than half of our own.

Here are some of the major elements whish go into their military
esteblishment, The Soviet Union maintains an army of 2k million men
and the tradition of universal military training is being continued.
The wutmtwmmnmm-oqmmdﬂthamt Vorld War
II srsensl of guns, tanks and artillery. Ve have reason to believe the
army has already been trained jn the use of tectical muclesr WeepOns.
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They have the most modern types of sircraft for defense: night
and day fighters, a very large medium borber force snd some long-range
boubers. They héve bullt less of these long-Ienge bombers than wve had
expacted severnl years 8go, and have diverted s major effort to the
perfection of ballistic missiles.

Thelr amrm strength today is many timee that with which
Germany entered World War II. They have over 200 long-range modernized
submarines and & like nmuber of less modern eraft. They had made no
bosste Sbout nuclear powered submerines, and on all the evidence, ve
are justified in concluding that we are ahead of them in this field.
We must sssume, however, that they have the capability to produte such
submarines and will probably unveil scme in the near future.

T wvould sdd & word on the ballistic missile situation.

When World War II ended, the Soviet asquired much of the German
heydwars in the missile field, V-1 and V-2, and with them many Gemn
technicians. From that base, over the past tenm years, they have been

continuously developing their missile eapability, starting with short-
rengs and intermediste-runge missiles. These they have tested by the ‘ '
hundreds, and have been in production of certain models for some t?;m* |
They also early foresaw that in their particular thi@l;
position, the long-range pallistic missile would become their best
jnstyument in the power struggle with their great rivel, the ms.m
States. As the size and veight of powerful nuclear weapons decyeased,
L.
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with the improvement of the art, they became more and more persuadel

of this. Hence, they have concentrated on these weapons, have tested
some snd mssert that they now have ICBMs in serial production.

They hope in this way eventually to be sble o hold the U.8.
under the threat of nuclear attack by ICBMs while they comsolidstbe
their position in the fragile parts of the non-Cammumnlstic world.

Before leaving the military phase of the Soviet threat, I wany
to dispel eny possible misinterpretations. First, I do pot belleve
that the Soviet now have nilitary superiority over us; and second, I
do not believe that they desire dellberately to provcke hostilitien
with the U.8, or the Western world at this time. They are well avgre
of our deterrent force. They probsbly believe that the risks to them
even if they resorted to surprise attack would be unacceptsble.

Teking into account our over-all military strength and our
strategic position vis-a-vis the Soviet Unlon, I consider that our
militery posture is stronger and our sbility to inflict damage is
today greater, than that of the Soviet Union.

Furthemore, we have allies. The strength, the dependability,
and the dedication of our allies put them in s very different category
then the unwilling end undependable allies of Moscow, even including
the Chinese Commmnisis. |

But as the Soviet military capsbllities and thelr nuclear power grow,
they will feel that thelr foreign policy can be somewhat more sssertive.

-5 -
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In 1956 during the Susz orisis, we had the first Soviet missile-
rattling as & naw tactie of Moscow diplommcy. 8ince then there
have been the Taiven Straits and Berlin orises, and today the
sggressive Commmnist penetration of Irasg. Hence, we mist assume
that they will combinus to probe and to test us, and they mey even
support other countries in aggression by proxy. They will put us tp
the test. |

There are two points to keep in mind ms we view the military future.
Pirstly, with & mush lower industrial base than we, they are producing &
military effort vhich is roughly squivalent to our ovn; snd secondly,
they have conditioned their peopls to accapt very resl sserifices and
s lov standard of living to permit ths messive military buildup to sontime.
If the Soviet should deeide to alter their policy so as to give thair cwn
psople & break in the consumer field with anything like the share in
their gross pational product vhich m; as & people enjoy, the prospecis
of resl pesse in our time would be far grester.

I will turn now to some of the highlights of the economic &spect
of tha Soviet challenge.

The new confidence of Xhrushchev, the shrewd and wvocal leader of
the Soviet Commnist party, and indidemtally hesd of government, does not
rest solely on his sonvietion that bhe, too, possesses & military dsb‘bemm,
He is convinoed that the final vietory of Commmiam can be sshieved
mednly by non-military means. Here the Soviet econamic offensive looms
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The proceedings of the recant 2lst Party Congress laid out vhat
ve might cell the Soviet economic order of battle.

Khrushehev explained it in these words, to sumarize the ten
hours of his opening and closing remarkst

“The economic might of the Soviet Union is based on

the prierity growth of heavy industry; this should

insure the Boviet victory in peaceful sconomic competition
with the capitalist countries; development of the Soviet
economic might will give Communism the decisive edge in
the intermational balance of power.”

In the short space of 30 years, the Soviet Union has grown from a
relastively backward position into deing the sscond largest industrialized
economy in the world. While their headlong pace of industrialization
has slowed down moderately in the past few years, it still continues
to be more rapid then our own., During the past seven years, through
1958, Soviet industry has grown at the mnnual rate of 9% per cent. This
is not the officislly amnounced rate vhich is somevhat larger. It is
our reconstruction and deflation of Boviet data.

Owr own industrisl growth has been at the annual rete of 3.6 per
cent for the seven years through 1957. If ene included 19%8, the comparison
with the rate of Hoviet growth would be even less favoramble.
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I do not conclude from this analysis that the secret of Soviet
success lies in greater efficiency. On the contrary. In comparison
with the leading free enterprise economies of the West, the Commmunist
state-controlled system is relstively inefficient.
The secret of Soviet progress 1s simple. It lies in the fact
that the Kremlin leaders direct a far higher proportion of total
resources to national policy purposes than does the Unlited States., I
define national policy burposes to include, smong other things, defense
and investment in heevy industry.
With their lower living standards and much lower production of
consumer goods, they are in effect, ploving back into investment g
large section of their bproduction, thirty per cent, while we in the
United States are content with 17 - 20 per cent.
Boviet investment in industry as planned for 1959 18 about the
seme a5 U.S. investment in industry during 1957 which so far vas our
best year.
Although the Soviets in recent Years have been continually upping
the production of consumer gocds, thelr consuming public fares badly
in comparison with cure. lLast Year, for example, Soviet citizens had
avallable for purchase barely one-third the total goods and services |
available to Americans. Furthemore, most of the U.S. output of
durable consumer goods is for replacement, while that of the USSR is for ‘

Tirst-time users. In sumuary, the Soviet econcmy 18 geared largely to
-8
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economle growth and for military purposes; ours is geared largely io
increasing consumer satisfactions end bullding s higher stendard of
living.

Here are some exsmples: vhile the Soviets last yesr were
producing only one sutomcbile for every fifty we produced, they szepa
turning out four machine toocls to our one.

This contrast in emphesis carries through in many other flelds.

Our capitel expenditure for transportation and communicetions is more
than double the compereble Soviet expendlture. Yet this is largely
accounted for by our massive highway bullding progrem which has been
roning 15 to 20 times the USSR spending, vhereas thelr snmual im#s.smt
in ratlrosd rolling stock snd fixed assets substantlelly exceeds ours.

At the moment, they 4o not feel much incentive in the roed tullding
field, They heve no interest in having their people travel around on s
nessive seale. Also this would put pressure on the Kremlin to give
the people more sutomoblles.

Comnercial invesiment, which ineludes stores, shopping centers,
drive~in movies end n;ﬂce buildings, has been sbsorbing over 6 biliion

dollars a yesr in the US, and only two billion in the UBSRH.
our housing investment is roughly twice that of the Soviet even

though living space per capita in the U.S. is alresdy four iimes thet

of the USSR.
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what of the future? In Ehrushchev's words, "The Soviet Union
interds to outstrip the United Btates economleally . . . To swrpass
the level of production in the United States means to exceed the hmst
indexes of capitelism."

thrushehev's srbitious seven year plan esteblishes the fomid?sble
task of increasing industrisl production ebout £0 per cent by 1965;.

Steel production, according to the plan, is to be pushed cloaia
to 100 million net tons. Cement ocutput is set at & level somevhat
higher than {ndustry forecasts place United Btates production in 1065.

The energy base is to be revolutionized. Crude oil and natursl
gas will gonstitute more than ome half of the total energy supply, and
relatively high cost cosl will be far less lmportant than now.

By 1965, the USER plans to produce sbout 480 billion kilowatt
hours of electricity. As a stuldy comparing U. 8. end USSR eleciric
power production prepared by & leading industrial research group pointed
cut, this means thet the sbsolute gep between the U. 8. and USSR in the
guantities of electricity generated will inerease scmevhat in our favor
aver the naxit seven years.

This interesting study received a considersble amount of deserved
publicity. We sgree with its conclusion. However, what is true sbout
electric power is not true across the board, as scme commentators
concluded.

- 10 -

Approved For Release 2000/05/04 : CIA-RDP70-60058R000200030010-5




Approved For Release 2000/05/04 : CIA-RDP70-00058R000200030010-5

For exsmple, compare primary energy production trends in the
two comtries. Soviet production of coel, petrolewm, natural gas
and hydroelectric power, expressed in standard fuel units, smovmted
to 45 per cent of the U.S. production in 1958. By 1965 1t will be close
to 60 per cent. The a?osolu‘be gep in primary energy m been cloa:lns
gince 1950. At the pmsen‘h yaee, i‘h will cmtinub o zxa.rrow over| 'bhe
next seven yesrs.

Similaxly, the absolute gap in steel proéuction hes been shrinking
mr the past flve years. The meximum gap in steel capacity spparently
wes resched in 1956, :

Mhe comforting illusion spresd by the "disciples of the gbsaﬁ.m
gap” should not serve as & false tranquilizer.

At the same time, 1t is important not to exsggerate Soviet
prospecks in the economlc rece. In the propegsnds surrounding the
lsunching of the Seven Year Flan, Khrushchev made s number of statements
ebout Soviet esconcmic power which were nothing move than wishful
thinking. Spectflcally he stated that, *sftar the completion of the
Seven Year Plan, we will probebly need about five more years to catch
up with and ocutstrip the United States in induetrial output.” “Thus,”
he sdded, "by that time (1970), or perhsps even socner, the Soviet
Unton will s&mce. to first plsce in the world both in absolute volume

of production end in per capita production.”
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First of all, to resch such improbable conclusions, the Kremiin
leaders overstate the present comparative position. They claim USSR
industrial output to be 50 per cent of that of the !JS Qur own analyses
of Soviet industrisl output last year concluded thet it was not more
than 40 per cent of our own.

Secondly, Kbrushchev forecasts that our future industriasl growth
will be only two per cent a year. If this is true, the Unlted States
will be virtuslly committing economic suicide. This prediction I regard
as unrealistic.

A saner projection would place 1965 Soviet industriasl production
st about 55 per cent of our own. By 1970, assuming the same relative
rates of growth, USSR industrisl output, as & whole, would be about 60
per cent of thet in the United States.

Further, vhen Khrushchev promises his paople the world's highest
standerd of living by 1970, this is patently nomsense. It is as though
the shrimp hed lesyned to whistle, to use one of his eolorful cments.

These Soviet exaggerations are a standard tool of Conmunist propagania.
Such propegenda, however, should not blind us to the scbering implications
of their sxpected economlc progress. '

First of all, rapid sconomie growth will provide the Kremlin leaders
with additional resources with vhich to intensify the arms rece. If
recent trends and present Soviet policies continue, Boviet military
spending could increase by over 50 per cent in the next seven yeaﬂ,s
without incressing the relative burden on their economy.

- 12 -
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of living of the Russian people, even with continued emphasis on hesvy
industyy and ancaments. ItiamﬁmmMofmml%B
that sericus amumwmgmmwumsmm
The moderate MhWMMQIWWQM&
mmmmm, inhmemrh,hym&nrdonofmra
resources o housing, wngﬂmﬂ.tm, m&wmmrgnoas

Mﬂugmfmmpmem Saﬂchp!m, are expectsd to
increase shout one-third over the next seven years. This level, i_!’
schieved, w111 still be Jar below that which owr ovn citizens mmw
toamthymm‘

Pnally, the Soviet Seven Year Plan, even if not fully achieved,
ﬁupmmwmmwmmmmmormmwmnw
the wncomitted snd underdeveloped netions of the Free World. By 1965
mmofmmiﬁmmhﬂdauﬂmimﬂm
will be approaching, snd in & few cases exceeding, that of the Uniled
Stetes. Yost prominently, these products will be the kind thet are
needed for industrislizetion in the lsss dgveloped coutries.

’ﬂuouﬁmetth&smﬂatumcmwchdmmmdhr&ﬂnm
areas -« is crucisl to the survival of the Free World,

- 13 =
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This is an unprecedented epoch of changs. Within little more
than ten years, over three guarters of a billion people, in twenty-
cone rations, have become independent of colonial rule. In sll of these
newly emergent countries, there is intense netionalism coupled with the
determination to achisve a beiter vay of 1life which they believe
industrialization will bring them.

The leaders of world Commmism are alert to the opportunity wiiich
this grest transfarmation provides them, They realize the future of
Comemunism can be insured only be expansion, and that the best hope of
such expansion lies in Asia and Africa. While thay are attmﬂnséto
focus all our concern on Berlin, they are moving into Ireq with arms,
economic aid, and subversion, and giving added attention to mm.

The Commmnist bloc trede and aid programs in undeveloped countries
moved into high gear during 1958. The equivalent of over one billlon
dollsrs in new credits was extended to uniexrdeveloped countries by the
bloe in this year. In the four year period ending 1958 the totsl of
grants and credits totalled 2.5 billiions, of vhich 1.6 came from the
USSR and the balance from the satellites and China. Three-fifthe of
thetabaldelinmdtn&tehasbaenintheromwammthﬂm--
Egypt and fyris -- Yemen, Ireq, Afghanistan and Indonesis. These seme
cguntries, plus Indis, Argentina, Ceylon, Burma and Cazbodia, have
received the bulk of the economic aid.

-1k -
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Over 1,000 bloc techniclans heve been sent to asslst the
develomment of nations in the Free World. Xbout 70 per cent of
these technicians are engaged in economic activities. Others are
reorganizing locsl militsry establishments and teaching bloc military
doetrine 4o indigenous personnel.,

The bloc slso has & well developed progrem for training
gtudents from underdeveloped countries. About 3,200 students,

technicians, and militery specialists heve now received such training

" behind the Iron (Zurbain.

While these ﬂgums are st1ll well 'belov the total of our own
aid, losn and training pmgmma, this massive eccnamic and military
eid progren 13 concentrated in a few criticsl countries and of course
these figures do not include Soviet ald and trede with the East
Europesn setellltes snd Commmist China.

Indis, which has vecelved over 325 million of bloc grants and
credits, is a primary recipient. The Soviel economic ghowplace here
15 the Bhilal steel mill, being built by the Russiens. The U.A.R.
over the pest four years received over 300 million dollars in ald
and credits. This invesiment today does not seem quite as profitable
to the Soviet ss 1t dld lasi year.

Irsq provides & prime exsmple of the opportunistic nature of

the bloc's ald program.

- 15 -
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Prior to the coup d'etat on July lhth last year, Iraq's
a!acow’mn:‘f.g imlmpt with Communist nations had been negligible.

!In m mt fev mt‘hs, the USSR hao provided over $250 millien in
military and economic development credits. The Iraq Pevelopment
Roard hes dropped ite two Western advisors. Western technicians are
also being dlanissed and contracts with many Western fimss cancelled.
Increasingly, Moscow i pressuring ihe Irag govermment to accept
anpeﬁ&nca on Cmmmmist support and the number of fellow travellers
in high government posts is growing.

e Soviet policy of economle penetration fiis ke a glove
{nto their world-wide cempaign of subwersion, vhich is the third
mein element of the triple Soviet challenge: military, econcuic and
subversive.

Internstional Commmisa has not chenged its opersting procedure
mmmss!ﬂ;e Mn‘bnmvmdﬁacwinfbm. The ﬂmiat
mormm otmidzmmahchev 1sth¢huﬁer, iathaspeam
of the movement. Tt hes & world-vide miesion, formulated by Ienin
wmwmmwmbutﬁﬁmm subtle

‘bechniques than those of Stalin. This mission comtinues to be the

subversion of the entire free world, starting of course with those
countries which are most vulnerable.
Its ersenal of sbiack is based, first of all, on the Communist
parties o!%ﬁeﬁﬂ‘ﬁﬂmmmﬂm. Mesge in tum
- 16 =
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practically every coumiry of the world. Every Comnmist pexty
meintaing 1ts secret comectlons with Moseow, or in case of cexrtaln
of the Commmist parties in the Far East, with Feiping. )

These parties also have an entirely overt sssociation with the
in‘ham&timal Gmniia‘k movenent, At the st Mﬁn& of the Boviet
Party Congress, there. m pmmt npmmwbim of some &0
Communist m&eﬁw&ut the wﬂ.ﬁ, inelz—.ﬁing two m&emtaﬁms
of the U ﬂmis’bm The single theme of these Compnmist
isaders wae ﬁseir aonﬁéenee in the em‘!mal world-wide triumph of
the Copsmunist movement.

mmwmmsmmmwmawhamum
Paot, in 1933, not to interfere in the internal affeirs of other countrlies.
mmwmngth of this ve resumed uhﬁwaﬂth%esoﬂe‘h They
are aager to conclude 1ike agreements of “Menﬁship and non-aggression,”
with all countries of the vorld. These are not worth the paper they
ave writhen on. During World Wer II, Hoscow sbolished the intemational
Comintern to propitiate the ?Jnited. States, its then vartime elly., Its
fmmetions have, however, besn carried on eontinuously under other forms.

In sfition to its world-wide penetratlon through Ccommmist paxty
organi zations, mmmmmwmmmmmut@am
series of front orgenizations %o penetrate all segments of life in the
free countries of the world. These fnclude the World Federation of

- 17 =
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Trade Unions, vhich claims soms 90 million members throughout the
world., International organizations of youth and students stege
grest festivels st frequent intervals. This summer they are to meet
in Vienna., This is the first time they have dared meet outside of
the IrgnRurtain.

They have the Women's Intermational Democyatic Faderation, the
World Yederation of Teachers Unicms, the International Association
of Democratic Lewyers; Commmnist jowrnalists and medical organizations.
en cutting asross professionsl and sosial lines, and designed to
appesl to intellectuals, the Communists have created the World Peaca
Councll which maintains so-celled psace committees in K7 countries,
mmwswwmmmmmwwm -

%o beck up this massive apparatus, the Soviet has the lnrgest
mziber of trained agents for esplonage and secret politicsl action
that any country has ever assembled. In Moscow, Pregus ani Pelping
and other Commmist canters, they sare Lreining agsuts recrulted from
seares of other countries to go out as missionariss of Commmnism
into the trouvbled aress of the world, Muach of the Middle Emst and
Southesat Asia, and particularly Black Africs, sre high on thalr
target list. They do not neglect this hemisphere as recent
aisolosures of Communist plotting in Mexico show us. Thelr besic
purpose iz to destvoy all existing systems of free and democratic
govermment and disrupt the econcmic and political organizations on

- 18 -
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whiich these ave based. Dehind their Ivon Curtain they ruthleasly

suppress all attempis to achieve more freedom -+ wiiness Bungary
and now Tibet.

The 4esk of destruction is alwveys easier than that of
construction. The Commmist world, in dealing with the former
colonisl sreas and the newly emerging nations of the world, has
appealing slogans to export end vulnerable economic comditions to
exploit. The fraglle pariismentary systems of new and emerging
countries are fertile ground for these agitators.

Also umder the heeding of subversion we must not overlook ihei
fact that the Commmist lealers have sought to advance their csuse
by loeal wars by proxy -- Kores, Vietnam, Malxys are typleal Mhs.

In eonclusion I wish to emphasize sgain the pressing need for a
claarer indersteanding of the real purpose of the Sinc-Soviet progrem.
There is no evidence that the present leaders of the Commmist mﬁ&
have the slightest 1des of sbendoning their gosl, or of chenging the
generul tactics of schieving them.

Those who feel we can buy peace by coumpresrise with Ehrushchev
ave #dly deluled. ZEach concession we give Bim merely sirengthens
his position and msﬁg&mﬁ the ability of the Soviet regime to
continue {ts domination of the Russian people whose friendship ve
peek,
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Our defense lies not in compromise but in understanding and
firmness, in & strong amd ready deterrent militaxy power, in the
marshalling of ouwr economic assets with those of the other free countries
of the world to meet their methods of economic penetration, and fimslly
in the unmesking of thelr subversive techaiques.

The over-all power of the free vorid is atill vastly superior to
ihat under the sontrol of the leaders of internmational Commmism. If
they succeed and we fail, it will only be because of ouwr complacency
and becsuse they have davoted s far greater share of their power, skill
and resources to our destruction than we have been willing to dedicate
*bo' our own preservation.

They are not supermen. Recently they have made & series of blunders
vhich have dons what words could not 4o to help us uwnmmsk their true
intentions. Thess very days Commmist sctione in Irag and Tibet have
partioularly sroused Moslems and Buddhists against international
Comminism. The institution of the eo-called "Commumnes"™ system on the
China Mainland has shodked the free wm'm and even the Boviet lesders
apologetically refuse to endorse it.

Daspite the problems surrounding the Berlin issue, Western Burtope
ie stronger than it ever hae been since World War II. Mach of Frae
Asia and the Middle Bast is becoming alerted to the true significance
of Communism.
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The outcame of the struggle sgainst international Conmmunism
depende in great measure upon the steadfustness of the United Btates
and 1its willingness to accept sacrifices in meeting its responsibility
to help msintain freedom in the world.
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