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Fellow Analysts and Scholars,

I don t think 1t's a good idea for a D1rector of Central Inte11xgence o

to do a 10t of spouting off but I accepted your invitation to speak today
1because I seea 1ot of. commona]1ty in the work we do and I believe and

'-‘hhope there are-aiTot of hays 1n wh1ch you can help us and contrTbute to E

‘ ";n ithe nation&3 xnteres

i}Over-theryea“s my:predecessors changed 11te1119ence and made 1t

far mroe than- a s1mp}e—spy—serv1ce They deve]oped a great center of

scho1arsh1p and researcb W1th as many Doctors and Masters in every

' kxnd of art and sc1ence as any un1vers1ty campus '
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I find that my predecessors have produced a triumph of technology,
stretching-ffom thésdépths'of‘the.oceans‘%o4the Timits of outer space. :
Usiﬁg photography; electronics; acoustics and other technological
marvels, we. 1earn th1n95'tota11y hidden on the other side.of the world.
In the SALT debate, for-examp]e, Americans open]y discussed the details

of the Sov1et'm1ss11es-

*2These are held mosu secret 1n the Sov1et Unlon,-

:but are revealed;by ou nxe111gence systems

Niaga§¢ksf_faé§- utkfacts can confuse.. The strong p1cture is not

o No photo, no e1ectron1c 1mpulse can subst1tute

"?:and-d1ff1c t: prablem‘of’a11}—- p011t1ca1 1ntent10ns Th1s is where

-cTandesg?ne»huma nte}}1gence;can make a d1rference

umA;good dea};of?the'cr1t1cism of our 1nte111gence has been Teve1ed
e i i ColTect1on is facts. Just as houses are
ldnvmade of facts. .But a pile of stones
| +ils not.a honse_ .rand:aacolleét1on of facts is hot Ilkely to be v
.1'1nte111gence.: The analy31s-of this torrent. of facts and the estimate
" of the SJtuat1an TS the—payhoff ” |
Much of the cr1t1c1sm 1s based on unrea11st1c expectations of

)

what an 1nte111gence serv1ce can do. HWe do.not have a crystal ball.

'The CIA does not have powers of prophecy. If has no‘crystal ball that

®



~ ¢
¥

3

can peer into the future with 20-20 sight. We are dealing with

"probab]e“:deve1opments.‘.

If we can't expect infallible prophecy from.the nation's investment
1n 1nte¥;1jence, what can we.expect? We can expect foresight. We can

expect a. carefu1 def1n1t10n of poss1b111t1es. We.can expect profess1ona1

‘-vff_ana1ys1s wh1cthrobes and_we1ghs probab111t1es and assesses the1r '

' ~.;iasnopgnland;gpmp§ itive.as possible. We need to resist the bureaucratic

- or we ei‘hsrds to concea] disagreement Their time'needs to gd-into .

Abur1es vai1d d;f‘erences, fbrc1ng the intelligence’ product to the Towest
or b]ard@st commen denom1nator. The search for consensus also cultivates
the myth of 1nfa111b111ty. It implicitly prom1ses a re11ab111ty that
‘ténnot"be~delivered. Too frequently, it deprlves the 1nte111gence ’
proddct of‘rQTévance-and the policymaker of the range of possibi1ifiés

for which prudence requires that he prepare.




'It w111 be mad

‘bus1ness.organ12a*'ons )

o
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The t1me has come to recognize that pol1cymakers can easily sort
through a w1de range of op1n1ons. But, they cannot consider views and
opinions they do not rece1ve. The time has. come to recognize that CIA,

m111tary 1nte111gence, and every other e1ement of the intelligence

community should not only be al]owed ‘to compete and surface dtfferences,

but be encouraged“tofdo_so

The 1me as. also‘comA to recognlze that the 1nte111gence cummun1ty

;Ievant'ta p011qy For that reason, we are in the process

of reconst1tut1ng; “Pre51dent s Fore1gn Inte]11gence Advisory Board

F itrong'and exparienced 1nd1v1duals with a w1de

-i-'range of reTevant backgrownd5{'7f

To get 11 theriﬂueTlmgence we- need we ve got to go beyond the

: formal?fnteil:gence srgannzatnbns. We've got to tap all the scholarﬂy

| ffresources of‘the- a%qon-and the perspectlves and insights you develop

-

'from‘youn_actxv t1;. .__;f' he wor]d He're geared to do that in

L open and dtrect contact\wath~the campuses, the think tanks and the ‘

und the country. e

We waTTlneed to,do even more of thls in the future to cope w1th

the 1nte]11gence requrrements of our 1ncreas1ng]y complex and dangerous

wor]d as it generates naw threats. In the OSS we were doing pretty '
]

well 1f~we knew~where the enemy was and how he was redeploying his

'.forces. —Fbr the f1rst twenty years of a peacet1me intelligence, most

of the effort went to understand1ng the production and capab111t1es of

has no—monopo?y on ruth onA1ns1ght and on 1n1t1at1ve in foresee1ng N
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weapons. It is onIy in the. last decade,that it has dawned upon us

that we have been ‘threatened and damaged more by caups and subversion
and eeoneth‘eggression than by military force. We will still devote

a large sitCe of our effort to military estimates and rely very heaVily
on them. 1n formulatlng our defense budget and force structures But

they w111 have to be supplemented by 1ncreased efforts to assess econom1c

‘Eﬁ_,vulnerab111ties and_technologicaT breakthroughs.ﬂ He ve also got to

ulfﬁt Tca1 1nstab111t1es -- and how they can or are

. be1ng eveletted by prcpaganda, by subverSTOns, and by terrorTsm -To-meet

ftrst prwertty 5.5 5

t~has?been the number one adversary for 35 years.

""Trt 1s thevon]yan e"'r inith _world WIth magor weapons systems d1rect1y

i‘ftargeted et;the Unrted—Steies wh1ch cou1d destroy the U S. in half an

"t':hour. Fbr-thatfreasonsa1one, it remains. the pumber one target

: However-—- gvven the—comp]ex1ty of today s wor]d there are many
other’ problems of'concern to 1nte111gence For examp]e. -natlonallsm -?“

resource dependency ———terror1sm - overloads of debt -- other economic

.

11 the Soetet Union, it's military capabiTityua
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~ Let me touch upon some of the matters we need to understand in

the area which you plow.

In‘the last ten years the dollar's depreciation vis-a-vis the

-~ currencies of the—fburteen other 1ndustr1a11zed countries amounted to

7 percent, VIS a—v1s Deutsche Mark a full 50 percent and v1s~a~v1s;

'Th1s drast1c deva1uat1on fa11ed to make

:Amer1can products more~c0mpet1t1ve in waer markets and our trade

*Tdef1cit“1ncreased a]arm1ng]y. Indeed, the dec11ne in the doT1ar |

:.boomeranged to genera»e an 1nf1at1on which burdened our. compet1t|veness.

;ng.petrOTeum prices substant1a11y, 1arge1y to recoup

1neome from be1ng paid in devaluea do11ars for

A;tht 1; most dxsturbqng'1s that vis-a-vis West Germany and Japan

ethe cempetf rveness of our techno]ogy-1ntens1ve “industries keeps on’

'dete ioratﬁng desprte the:ﬂeprec1at1ng do11ar

One 0? tne most“rmpcrtant'1ndustr1es in the group of our technoTooya

2 rospace. Since at least Morld war'II th1$

__1ndustry unquestionaaTy hasdbeen technologically the most soph1st1cated .'““ﬁﬂ*“"
- most compe*1t1ve vrs—a-vus a11 other . countries, and the greatest |

| contr1bu tor to the U S balance of payments. In 1979, 1t s export

surplus ern@nted ta about $10 b11110n ‘Industry spec1a]1sts estimate |

that in the mid=60's our aerospace industry commanded as much as 90

.percent of the free world's market for large transport jets. Since then, -
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however,.fbreign competitors have chipped away this share and it is

now about 80 percent.: Moreover, we -- meaning the industry and the
Government>é-.are doing mah§ a thing that greatty accelerates this process.
Military ahd civil-shared proddction programs reach ever higher Tevels
that eentinueﬁtq;increase:the?tbreign content of U.S. aerospace

Sh’l pmel:hts',f.”.:"l.

In terms o technolo aT"sophisticatjoh, our semi-conductor industry
is unexcelled M&reuuer, un11ke mostaother 1ndustr1es, the bas1c ‘

techno]ogy on wh1cheth1s 1ndustry was bu11t was almost entire]y U.S.-made.

(of" the 14 Davotalainnoyat1ons, 13 were developed. in the United States

_and one—1n-West Germany’) 115 1ndustry s products have been critical

“to the development of com:utors, te]ecommun1cat1ons, most sophisticated

fm111tary equ1pment_and lnnumerab]e other products In the future it is

o /‘:« Ry,

__aTso expected to become;hheJkey to progress ‘in automotive technology,

1hc]ud1ng robot1cs), office automation and

;Ethe 11ke;: Prattvaa??y'sxnce ts beginning, however, the Industry has

' _.been—subaect to‘}nuense- N compet1t10n, mostTy from Japan. By

:fnow, a]theughat e—d&paneS'-sem1conductor 1ndustry has captured on]y 5

'to 6 percent of the tetal U S‘ market, in the techn01091ca11y newest
product areas - TSK and 64K RAM -- the1r penetrat1on is 40 to 50 percent
of—U S. market, a much 1arger share than they have captured of our
automobﬂle—market In some semlconductor ‘lines the Jananese manufacturers .
areie]early strivrng,to become world Teaders -- and to accomplish this
Jeadershfp-1arge1yldh.the basis of technology they obtain from U.S.

companies..
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Probably tﬁe third most technologically sophisticated industry is
the metalcutting machine tool industry. For over a century it has
provided'techno1ogica1'improvements;not only to the huge domestic
meta1worktng 1ndustry, but also wor]dw1de By now it, too, seems to

be 1n frouble o the Un1ted States has become a net importer of meta1cutt1ng

mach1%e toels (about $500“m1111on wcrth 1n 1979 and $600 million in 1980)

‘We are—a]so host»to subs1d1ar1es of German and Japanese compan1es.,

Frna ly, there ‘is a huge prob?em fac1ng our huge and old automnb17e

_1ndustry. In 1t34a1most Jentury-Tong ex1stence this indsutry managed

| not only to 1mplant¢the tomob1ce-or1entat1on in our ent1re economy,
'“but a]so d1d the same 'n»mahy other ceuntrzes. The current cha11e1ge it
. s llv-: : 1dldapanese industry is deadTy serious -- the
Japanese have-not only- onduered about. one—fourth of .the, U.S. automob11e

ost;advantage of at least 20 percent over. U S.

ket Fout: a1so fav

'"-;producers and they hav'ua:product—m1x that is at 1east six years ahead

f U S..xndustry‘ﬂ: The conom1c and fxnanc1a1 dynamics work also in

ffor example, reTat1ve product1v1ty growth

::re1at1ve.wage rates,sa _e1at1ve pr1ce'changes..

‘ ATY th1s has veny ser1ous consequences not on1y for our prosper1ty,.ﬁ

fbr our ab111ty to pay-our’way in the wor1d for the va]ue of our

currency, for our ab111ty to mobilize the capital we need. It has
serious 1mp11cat10ns in underm1n1ng the industrial base wh1ch underlies
mourvnatronalusecurxty. Our leadership in electronics is critical to

" the technological edge we have in the weaponry and the transport which
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is basic to military strength. As the auto industry becomes globalized

our need to keep the sea lanes open will become more critical.

How do we address this slippage? Well, the first'thing we need
to do in both our -governmental policies and our managerial strategy andA
tactics is to reqogqiie thét Ve faceAWOrldwidé competition in a global

market,

We-need_to asa ukSeTvéS‘tough questions about.where our economy

~

and where our comp&n1es.are hmaded

I be:1eve 1n y respects we are asking ourse\ves the same k1nd of

'quest1ons you are—askrng yourseives. You will be looking for investment

.1mp11cat1ons. we 113 e 1ook1ng for national security implications. For

liexampqe, what w11] the 1ncreas1ng g1oba112at1on of the automobile

'1ndustry da—to the 1ndustr1a1 base on which we must depend for nat1ona1

defense? | "

How_w111 the—attr1t10n of our computer and semi-conductor 1ndustny,

-,under-th° 1mpact afvthe~dr1ve the Japanese have mounted. to capture this
A:market underm1ne-our'ﬁefense capab111ty? How will 1t impact our 3f'
R ab111ty tc»make our way‘1n the wor]d through the manufacture of |
machlnery and equ1pment'wh1ch w111 be 1ncreas1ng]y control]ed and gu1ded

by mcra—-processors'? .

If the~French Germans and Japanese, and less devéloped countr1es

Tike Korea: and Bra211,iconvert more rapidly than the United States from

L
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fossil fuels to nuclear energy, how rapidly will lower power costs in
fhose—cohntrfes be converted.into important'competitjve advantages in
manufacturing costs?foowAwi11 the instabilities in southern Africa

on the ené'hand,and seabed mining on the other affect the structure of

our,Wché mfneral marketé and impact. our manufacturing industries?

Lookzng at-the w more broad?y, what do we see as we look around

| the wor%d? Ne-see a chietﬁUn1on rap1d1y bu11d1ng 1t s m111tary strength - -~

- as ours haS been-'erm1tted to dec11ne.

'”;Q.The U S “falling: beh1nd in economwc competitiveness as the

Japanese-ald Germ ns g*ve, 1nvest and 1nnovate more, and Koreans,

S1ngapore, Taxwanese;.sraz111ans, Mex1cans increasing their share of

“The»?ovxet.Unﬁon~w1th 1t S Cuban, East German, Libyan, Syrian

prox1es @m@nétratrn emarkab]e ab111ty to exp1o1t these 1nstab111t1es s

by we%i orchest“ated subVers1on and param111tary operat1ons conducted

w1th g rr211a f?ghters they train, equip and d1rect

e Largennumbéfsibfftanks and guns stockpiled in Syria, Libya and
Yemen -on tHE‘frinée'bf'the Arab peninsula and transported to Nicaragua
-and Cubai~Ahgcla.and Ethiopia, and used in Chad and Lebanon, E1 Salvador -

and Guatemsla. - ’ .
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I'm not here to frighten you but to say that the world is full
of economic, political and military dangers which need to be taken

seriously and watched closely,

~ And that‘the’outlook is not all black.

ifaTTen 1nLo horne s nnst in Afghanxstan where after

n e1gnta9n month.ifreedom fighuers conF1ne Soviet troops to half dozen

-yVCTtleS aﬁd to therr'barraeks at night.

;Concarn that.dev¢1opments 1n Poland cou1d unravel Communist system

| and that supress1on”wou1d.enta11 heavy economic and political costs and

7ffbloodshed and '“:}%ngg¢“t¢sasuance from militant Poles.

‘ 1Economy gasnxng underﬁ1t S 1nherent 1neff1c1ences and burden of

'g_enormouf Hn11tary expendatures and many billions each year to Cuba and

xetnam, cut—rata 01¥?to"East'European satel11tes, huge worldwide

k1ng macthes, spr1nk11ng guns in Afr1ca,

-'fAM]ddTG Fast_a & Central mer1ca

Here 1n the 'gness has- taken f1rst act1on to retha]xze and

: jmake dur economy ccmpet1t1ve‘aga1n and to restore our m111tary strengthf.f:

ft;and that w&]l restnre-conf1dence around the wor]d among our allies and ;{,h;~

'adversarles as well as “in-our reliability. I be11eve the new tone has

: brought new v vigor to our frlends and new caution in those inclined to
. .

adventure in far off:places.
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I believe that the critics who merely count the budgetary
savings and the revenue losses and try to match them up are missing
the critical psycho]ogfca] element, the element of confidence which’
.President Reagan has brought to our people and which will galvanize ‘
them into action,_1nto greater 1nvestment and “into 1ncreased product1on.

And that s what.w1]] 11ck 1nf1at1on and restore our economic v1ta11ty




