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COMMENT*

Within the next five to ten years there is & substantisal pose
8ibility that the USER will coveriake the Unlted Btates in meny areas of
science snd technology, and their militsry epplications, Some experts
for example) believe nothing we can do at this time
caa prevent g from occurring. He claims that "ten years from now the
best seientists will be found in Russia...l am not asying that this will
happen unless we take this or thet messure, I aa simply saying that it is
goint to happen.” Some experts believe there is still a cheance for the
United Stetes to stay abreast by making determined long-range commltmwents
to train people, and bulld universities, laboratories and institutes on

1 a grand scale. me&bly the most quelified man in this
country to make su ] n, belleves this.

On the production fromt, there is virtual unanimity among ex-

perts on the curreat stetus of the U, 8. » USSR econvmie competition. Soviet

industrial production im 1956 was about 40% as large as that of the U. 8.
But Soviet inmvestment in heavy industry is proportiomately larger then

cur own and the cutput of specific industries hss now approached curs.
During much of the postewar pericd the USSR has produced more, &nd in 1958,
probably twice as many machine tools as the United Btates. Soviet output
of cosl in 1958 will about equal U. S. production. Russia's steel cepacity
1s now 50% of that of the United Stetes, end her steel output in the Pirst
half of 1958 will be sbout the same as our own.

In 1957, Soviet investment in the electric power, metallurgical
bagse, and producers' goods industries (im real terms) wes very close to
our own. In 1958 this investment will undoubtedly exceed ours. As
& result, the Soviet economy (ONP) 1z expected to continue to grow, through
1962, at & rate sbout twice that of the U. 8. economy. Anmnusl growth of
industrisl production alome is expected to comtimue at 10% to 12%, as come
pared to the U, B. 1950«55 rate of 4.h.

The USSR now produces about 25% to 30% as much crude petioleum
a8 sghe United Btates. &he willl probably produce one-third of our output inm
1958,

* This does not purport to cover the whole range of U. 8. « Soviet
econcmic competition. For exaemple, agriculture and consumer goods,
and the resulting standard of living of the people, in vhich areas
the U. 8, has a commanding and perhaps widening leed, sre caitted
from consideration. '
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Approximate comparative average anmnmual rates of growth im crude production
are:

Years Y. 8, USSR
198855 : 3.8% 6.9%
195055 L.7% 13.3
195560 2.0 to 3.0% 13.8 (Bet.)

Khrushchev has announced that the USSR intends to reach curs
rent U, S. petroleum output by 1972 and experts belleve this goal is not
unreasonable. Current anmual domestlc Soviet consumptlon 1s probebly
in the neighborhood of 800 million barrels. Commenting on Soviel exe
port capabilities in 1972, Allen Dulles recently made this point, "Even
allowing Tor substentisl increases in domestic copsumption, they could
export about 2 mtllion barrels a day. Todey, all of W-etera Europe con-
sumes about 3 million barrels”. The USSR is already s major factor in the
internstional export markets for alimimm and certain other noneferrous
metals and ferrceslloys.

Barring rapid, substantial changes in the smount and direction
of United States industrisl and educational investment programs, snd
assuming the USSR contimues 1tz present proved rate of scientiflc, teche-
nologlieal and imdustrial growth, a time table such as the following is
probeble:

by 1965: USER would overtake us in meny msjor fields of sclentific
and technical research and development. These include most
flelds having important military epplicstions.

by 1970: USSR would begln to cut the asbsolute gep between thelr own snd
U.8. output.

by 1975
- 1980: USSR would reach or surpess the U. 8. in output of many major
industrial goods.

To allow spy Glctatorship to schieve such goels would mesn great danger
to the U, 8. If, for exemple, the USSR hed such power now, our political
and econcmic dominance inm the Middle Fast would be severely challenged.

The possibility of internmal revolt meaking the Soviet goels
ummaintsinable sppesrs to be remote. As & consequence, our hope for
continued superiority in mcience, technology, and heavy industry, if this
is thought tobeanecessary element of natiomel policy, lies in incressing,
at a very rapid rate, our own investment snd efficlency in those spheres.
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In my opinion, there is great doubt whether this will be done
without Federsl stimulation and guldance. I have in mind specificelly the
possibility that our present degree of reliance on consumer direction of
investment, already limited by Federal consumption of 12% of our nationsl
product, will have to be further modified in order to insure that e
larger share of our national production 1s imvested rather than consumed.
This, of course, implies an increasing degres of Fedarsl direction of use
of merpower smd of educetion resources. This would be distasteful, but
should not prevent comsideration of the possible necessity of such a
recrtentation of our investment goals, and the methods of achleving these
goals without loss of economic and politicsl freedoms.

In wy opinion, at the present time, pert of the necessary re«
orientation of investment could be accomplished through substantial increases
1n Federal expenditures on education, research, and development, within
the fremework of the free enterprise system, To prevent inflation, this
would mecessitate an increese in texstion, but this would heve to be de-
layed until such time as the current recession is clearly ended. Iz,
however, such steps are long delayed, and the USSR 1s permitted to match
us in overall imdustrial strength, as they have already im flow of military
assets sad industrial investment, I believe thet in the 1970's mobiligation
of our economic resources under sirict Federal control might be demanded
in the face of the threat to ocur mational securliy.
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