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10 %arch 1947 

T'R G S~-.&~SEj-JiA~: : 

Gentlemen, as :JOU know+> &e are stal-ting on a neA co\;rse that ihas 
to do with the evaIuation of economic v~ar potential. I would like to 
s a:y somethin~~. about the 

..> 
EfX5.i for k!GWLI?g the SCOl-101:6~ .WX? DGientristl 

of 
nat- ons . i I irria~$.ne all GP you are aware that It :. 3 i!TlpGI%alIt thxh 

we knOn hov: strong we are, j10:7 s?;ro:q our friel-,,<; ilye, ,al--rJ hoya r3.b jy ,>pg 

our potential e1:em.y is or !z;ay be, ap+Fj hi,3 frfiep.(j:: ~ Assfstad secretary 
of State BertOn made a statement a Little :~hil.e a;:0 in ?~hicl~ he said, 
"Iiad the Germans known iii the latter pert of the thirtl.es &st ho:j 
strong -we were, the chances 3.1'8 t!?ere c,io~rld not have been an>: war. '1 
I ElKI inclined to agee T&e- ti : hje,q j--r1 !;!?at reswc~t * .L 

Another !-ndication of the iniyortxce of rJar pctenti.al is that 
pE&iC.LlllJ f3Ver~7 L5GVCYYX,~>lcit ,@~r~c~,z i ~~ i> GYjn j-s Tj;T)rkj.JlT< Ojrl i$,--:iot ,$JJaJFS 

pul.lj n.$&he same di.re~i;f~.on. ?)uk T- ~ ;:e F‘? pic;y tj-cbge+d S.-b I;. $ 

I agree 1,1Cth them 500. Ln eclditFoA, 
al? I.~~~L~Ortidlt i3sUe , 

the stu& of econcr;i.ic war potential 
i s part Gf the Xti.SSiGYi of Fhe ::n&istria1 '~ollqc"e. 

This is net the PirzL lecture that 7%. ., 
;KXJ. are ~o:i:~~.; tG kear 02 2:42 

potenbiai. There was one ~~~~i-.icl; I believe aL1 of you. sat in on upstairs 
In the fJa-Lional ~.~t.v::r Colle. y. ;.> I tr!..& to refrc;ir q; r:.exory 01 i;hat 
Pr'ofe::sor Iient had sai.Ii aLout ec~n&.C y;ar pt.epLti$- ' 6'C +Aiat tixe, I 
couldnlt do so because ):e h;jd i;a:ien hi3 lect;:.re back ;::I<3 ;css rewriting 
it, I think this is ~~~~~~~er;.dable. :-Ye iGust be flexible about this thing. 
I want to be fIexib1.e abozt it Tao, cverL when I present you with !uhat 
I think is the proper r!iet'>.od of evaJeu.,zt+-,g i.t, After I have given you 
mv ansr;er to this problw you ::;iItl- see kt a @..aric.e that it is a very 
fiexib1.e formula. 

?ben Professor Kent was t&j:inf; about ec0nonii.c war p3LenLial. he 

sta.rted off bg saying, 'iI xx i;cirig to ~t,ali: c;!)*']t (ppa-)ilit ins !I L .t " * That 
opens up an an@e tl:at I soulcl. like 'b0 eia'pJr<&te 011 a j.iL-I;lc .(Jv'L 9 <?I& 
is, the tsrrninolo~;~~ used. 

Y'ou have al.rea.d:i noticed tha. t 2: x>L taliL:f-y:~f; ,z-~out !t-:;ar potentiY& !f 
wkereas the project that ywji are to VOY& on, even the title of this 
lecture, is cal.led l~Ecoiiomic Fote;rLtial for %,r. I1 There way or may not 
be any difference b&TvZeeri those tw3 terrcs, but, i dor.' t -ihinl: lve shcxld 
concern ourselves too :?-.uch With texs :yt this s:;age of ti;e ;;w!ie. T1-,is 
is, after ail., a very Ned; scFence, a I?e:.ir appyoach ~ me w?ole stuQ 

of it is not more than half a dozen years old, Conseqkntly 7x2 cannot 
afford to say at this -time, Jfry:flAfLs is y~:qz+~ we (;;>,]I A, arci t?m,t i s what 
we call 5." I believe t&t ;Fe ::~vc: I;0 g.yJil-~pA 37Jy tc;+;;,j 35 y;j(: I_ a go along, 

I”.: 0 -I ‘7 @ y-p q 5 )qJ CpJ p p. 
$\j Lx pJ II :j-l; /j (lrJ d g @J 

.j_.. ,A . . . , ,.. . . l_l^^. _“.._ _. 



Eg doing 30 we ~3~. '11 avoid such wgwents r s v!il.e-;her ne are talking 
about llstrateg;ylr or W& strateg, I' or ~1s in thi.s crises ~teccrionic 
way p9ter;ia!.1f or ~'capzbilities , II I ir;tcr:d, a:; II ;;o alcry;, .to s:<plain 
r:y t er;ns , I ax! not at au sure .i;l-io-t Lhcoe terIx are gGin:-; to 'se fir:el. 
Theg may be rmdified as tix!.e ,&yes on. 

I feel. that the di.fference !A -terminoj.ogy li,?d s[)Ine'zi:jv:;;; 'co do ::,Jith 
the different ap~;rcnches to t,l:i;s 1 yo'l?:ler!l. pere zrc a good rxny pcoy)le 
who have gi.von seri01.LT thou,!yl:: -to the ma2?sur?r~~csL of r.al' -y-; ey;+~je:yje bl"t 9 * 
there tire not very marig rvhz cc;-~L31etel;; a;;ree i'yi'ij7 o::e ilp*&l:i?r a.5 to $-Jo 
lr&,e';kTcd to be used. I V!ill gj.ve y0~ ;~!i:at r t~~.Y;11; a,re t2l.c re3sons foil 
thsi divergent ayproach # 

1: vjps strl~& oy .i;'r:e fact that 11uclear ~h,,is:lcisls 30 rich seen to 
have tF>,at ~zoblern. The-y all Seer,- to ?;e sjcrg? r:lLlCh iy1 acccpj a:j tC What, 
they a;-c d.c:ing l I qoko to a friel;d of &-;e a'0 ()ut -'G hat 
is .t that 

:3-jtllati@ri- ""~JQ 
ttq ali agree?" se ssid, 11 )i<?ly CJ~G~J~&~ I +; vs e ,qree? : ,fe 

krim exnct' i/ -._ '<i&t '/(e dre TJ L:lrkii'l$; 'j.lit,yl . .I 'j, 17;r1r> I($ ', l 1 a*, I,.,J e can zeazur'e the 
mss arrd we have tj:: velccit;f of I.i.&:t. Tp,;osi? t,ydO -j-vca 7~5 the figure 

t;i,o 
:; " _ 

for e:-?erg;. ye a* j 0 l;ri;c;l$ / " str~xl<'J.re cf' the akmi. If i;\JC &a; that, 
st rut ture d mm , V,I e mm, exact$ 1lGv; r:actl er;ergy j..S rd.caoed O T,fj,e kn ew 
it right a.lorq. "Rut, he zor:tin~Jeri, your .2,7crmi;i Cd--. T i'tc..:ldn ' 'c touch it 
with a ten-foot pclc. T:l<>rc a1-e 500 YLElnsTi '\!,;lr'i%k?LCS . " Cbvicusiy, he 
has got, something yherc. !$everthal.es 3, we will have to work witi-~ it. 

Now ) in apprcachin?; this I;;rob&n it is not .tqo dlfficu;_-l 
out which factors ic a E;itior:?l 

to Iig.lrc 
%Cf;;;C:Xy cCntriL:ute zest to a Y;ation's 

strength. I put 3crLe of tklc:n. dcwn' on -t11i23 ch;?,yf, fcr ycy‘J, 
The;? ;lrcs shpvyn oi; the ].;x.f-t-h:rp,<j :j$dca :l;i:it list 1.9 bg 

(Chart Ii.) 
rio rri.>;lp'i co1y.l pt Q / 

The CUITiCU~UIZ for ,t%c: stud;7 of 
'p..' -. 

Vizr gGtkT\t Ii.21 :: t T.:eSt Fr~j.?'~t. Shows SGIjiathing 

Like R hundred or R hundred ;?r!< fifty df.f?drcn:; to;gLcs, 1-t ,yi:a-;5 p;;alizad 
that these :fi~~rr: ent iroly t. 00 many 
mm narrowed doiw gmcsnllv tc; Q&C 

:‘actors tc izork with, and sci the l<st 

~~npcwer, heavy industr;y, : 
three mm5 iqmrLar;t fsctors; ~ar:rcly, 

d,Id r9i~erd.s producticr,, Those 8rt2 the three 
factors that are Sei.-,,~; mod mos.6 frequen-kly, 

it is ~!~viou,s h~ygever, t&it other fac-k,oys 2.1~3 ccr~.?,rib&c:; 'ky&, i.i, 
j.s i.q,;c.5,sy&o, as' ;,rc:J c,;:;1 see:, tic t&:.2 sfJy;'.t=J r;.; those fnc:i;,:>rs srrch 33 
,~~eogrd,~~~., ' +"ys a:-$ redg.cc: t.j;cy~ -tc dollars and cc:nt s, Gr an;; otlLer iiird of 
;i r[,!za,;JJJ';z. 

That is what I call l;lle "S.&tic" ap_;roach---us; i.n;; .,, oath indlviii.ua:_ 
Pactor; trylrq; to rxanure :i-;; n:::d t'i-xri, sfter .t,hs't, tl-J;ing 'to deter;ilifie 
how much tha; factcr ccn-trbib-Gto:j tc th(? !‘q,s+r ~otdy!t,ial cf. a r;atio11. 

.L. '- pTefer t.0 USC a dj.f.f'C?rf2Jlt 'LECiU&+C. 1 c$.:L -jt t:xS: '!q;??~~C" 
approach. -fjy this pethod T&C &l-C not t.co ccr!c,e:T,ed. :zit;2 the value of 
each of those factors. :ij&i; :(v e 3 1-c ccnoery~e(.i y<it,l1 is *kkj 'P p .t jj* +L h c s e 
factors do-tg wj;at exter& -tlley cont,rjeb-J.tc .to t1.1:; s~~ren~-tl:~ of a mtion. 5 'A 
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I have tried to put that down graphically, to show you that the output, 
or &feet, of all these factors in thz end comet down tc the to,Lal pro- 
ductivity of a naticn. (Chart I-.) 

There are certain peG,Tj~C? who produce f OodStUffS; th2iY FYOduCtiV~t.~r 
goes into box 1. Thes2 are others in irxjustry; -!Aelrs goes into 50x 2. 
'?!hi.rci, "&et-e are ssrviccs. T:?Rt ic ?~lisrc you nnd I bc9ong. we ;7on.'t 
produge real g;oods; ws produce ,servlces, 

If you look at it that wzq., you have something 9hich yiVS2 YOU 8 
~.casupe of the tot‘~j. aci;no;riic potential of a nation bc:c::use al!. factors 
contribute their s'ilare. 1:&c t::at I lr:avc 011-t t;-Is word "war." 20 far 
1 a-i t,,$&ing abogt, the total. cconong, the: total ;>c?,~~tial, the b&l 

cconociic productivi-ty of a n.ation. 

Row, what is econorr~ic war potentiai? There again I belicva.-Lhat 
ill the pZSt the SptWfl WEi3 used of taki.::g sach xxlividuai factor > 
tryir-+y to deter-mirls how m~e1-1 it acids to the ticonomic we patential of 
a nation. That is, T think, ve:p,r l:Lboricus and dif?icult, and very 
0ftd-n impossible, as in try5ng to mt;ci5urti gGography I Eowever, the 

1 su.m tots1 01 those factors ;A) 2 s c ;* L-i& 6 :c] i; (J on c,y:& c 1,;; '1-f pot zrtial . 

A better definitiori of ~cononic war ~otontial in my opinion, is: 
That share cf the to-L&prod-~:ctivit~? of a country t&t can be used for 
the pursuit of wa.r. 

"--e&-------".-"'-yv- :"'itil tl*i& defirlition all '$)!c; naTJe to 40 is to 
measure this total arid deterxine hog Inuch of i-t can be used fur war. 
I will wrm to that later. The most impoi*tarlt part is to dotertir,e 
the total prod.uctivity of 3 nation. 

This total producti.v%ty wc call. naiionai ir:cc,mc. !-Iere sgain it 
i s a rxttcr of terminology. SOifiC Of yC,Ll Xly S?+~, ‘YOV. JXXI goss 
national prcduct, don't yoti?" Per?:ap~ I rrwltz gross national palet, 
bu6 it doesn't rneke any differcnc~:, 83 long as Eve we the sake method 
for all countries ia order to insure comparabi:ltg. 

In brief, national incone for our purpcsc consists cf the norms1 
production per worker per year multiplied by the number c;f people normally 
criq3loyed. If ~,:zu have ttl;~t. for all thraz categorias, all :rou have to 
do is add the& together and you get the m;-tioml incono. -(Chart : , ) 

'?-at j.s nece3sary for us to know bcfxz !qe can determine that tctnl 
nati.cn2.1 producti.\:i.tg or r~~z&iona1 inco:x of nzt ions and use it fcr 
ruruC3.eS of coqayiscri? 2" - T)yrs (2 thinrrs. Our first j?zc;UiYS;ilQ?f; i.S t,hLlt 
we must bc able to ~re.xs~re i-t. IL Gthrcr :,.-or+, 'y$tJ i;ave to j@]c it a 
val~xz, so fnr ?lOst T,'i 0 yg; 0 :'; I! at i +Oi?Sl i3CGT.i; ha.3 'net:!; IiEited to this 
field. You see, iha stLAg 04 n;;Lti.op2Lje iyl,~(;lj~li-: 2 ;; com~.~arativc],~.. reccrLt . 
J,,lJ 33 a jnari usQ<llly &<;fj::'t start tc C(y&ly, ):jJ :~;oy::;ji i,:zti.l he be,$na 
to rgn short, so 'v+~E, in t)ic iii,; i-.--- Gag of cj,:r ~;::w,jt,t:jr,ct::, l;;cr; pot ccr,c;~rncd 
with our natior~sl j~cor~~e, “:e dj,dalt jy<cL~~~~-r lJrj(Pj,y ..I 
i.~coone in the Enited .S'tste.; tc) ar:y conzidcrr:.?:.E 

_ -to stu.dg netii;rr,;l 
c:xtcnt ?tlntil the dti;lression 

in the; carlg thirticx. C*ther cou.y:tr~e~ folh-fied y&5, particularly those 
which felt the need for ccozx-&c p"il.:~--~in~. 

-3- 
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R-T now, most c~untrits publisk na.tional ivlcome fi~wss, b,~.'; the 
trouble-: is thi.t their conce;,t of notional incxlt: 3FCcn differs O This 
mkcs it r:E;CCSS"r~y to 3-gp!..;r corrections in order kc,0 arl-j.ve at coyTqQ&& 
fi_PJrYS I.> . 

For this XXP.XC~ the second rcc~~~~.rcmen~-eol~j~r.~~~~-l.~.t~r-i~ mere diff: cult 
I assure pu, very 1itt1c work :KSs so far heal done j.n tilis diroclicr:. I 
am cor;stently cznvC2s3ix~ tile coi:~try to find pc0pl.i: ~;%o are makLn,,-; 3uc2i 
studies D Cnc such s'-iudy ,y :,1 y r‘;,& ,.j e by the DC~~l?.Xl~~t Of COK?:i.CrCC,' f(jYC the 
purpose cf dcterxining the :imount c;f subscription th:zt c~h c~junt;rg should 
mak= to 'the Internationals Fund. Xdmitt5d!.y, these fify.res make no ciaim 
for tr:li? coep.r,zbil.ity. 

Jusi; This morr;i~~; I xxcived xW,h:.‘r stu3;i. It ~J;JS made k\y tyle Fcdc;rc: 
Reserve ~~gste~x~ but or,!.y 
Ti-~a best study to date, 

d:;a,ls \4J$&$, a reJL.&.v~;].y 2312211 nu&~er c;P nstions . 
xid the oric I:' p;rcf~r tc use, was done! by an 

Er&.9hxw!, CoYm Clark, I:lcidcnxLl~, ,t,hc cnc I received this morning 
bOIt~iWWS fl'Ce1.:: flPOr:l I ~ _ i %I i.9 Clxrk. 

"Jox, how .zT'c -p'.', &i?,;~ to co:;:~;?c; rln,tione.lU i?!COt?iC hetwcl>Q cotir:,tY'ie3 
cl-: 2 yeall: conparrat1.c 'casis? You car:.' +.I, ~10 it j pi tht-: curjfcrkcy ::$ .thr: 
country; but, obviousl.y, ;yo~ hx:z t.o do i.t 23 s0.x x.nntir. The 'jcp-&;n~r&, 
Of CCIi?lIIl~YC~ l:SGd the S~~Ste% Of ~2Lp~ji~Xlg Y:?.'t t;S 

cjf &?~~~ya:.‘-I;pJ 
.> ” l 

Tkl::.t “j-s plot .tj-,e 

right ~5ay to do it 7~(.l.l;>>Jf~~ fo?- -l*r;y yrio& . 4. PLJ 9 ~pi'Tl.cul3~rI~- dur<.yy; tke 
thirties, ey+cj-~arye ra'~e:; y,kerc ()fteyi ::Lr}lit,rari:i;: zixi;tj a& did net rwlly 
rzfloct the ectuel pxckx3iiig powor of t5e c'drr~ncy, 

The be&, method, cb~~j.o:isj~.~, is orit; ;:j-iich c:<;,r;jssti:; ti?c 3rGductiv~ 
capacity per vior!:er bg sorac+,h,j,~i; ljvilftch is '~hc spAryLCs ii1 ail co~wtri~s. ye 
en11 tiis the ;nt, cmatticn ?.l tkit * It rzprosknis the x~vnt cf ~~oc~.ls arid 
seyvicc.5 ~:,;hich cjfic dolj,;;,r c(;&d 'c)uy j-3 the [!jl:.jt~~. Zt;?tc,s ix the ;xrioci 
from 3.925 to 193k D Th-:t pri od i:;z.:: t,z&;erl becal~.sc it cover:; alirr;ost a 
conp1ete bucLrlcss cycle.--a boom axi a slimy. 

Iio~v~~~er, th.xi, is cjr~l:y pari; of the story, '~cc2-d~~ 54; ij no'~ e;?sv to u 
cornpax productivity b&xc<.:! one country and snothcr il; t:rnz of an 
i~tornstional vnlue. T,$fy,-;t It r-1; -7' 1 TT " qJ.J+ amo-unts to is t";at 2. pound of rice 
produced in Chin2 is the s;~:ni; 8s a po~.lr,~ of rice produced in Lo uisl3na, 
k?v:7iei? thClUgh th< COSt Gf pro&~ct$on dgfbrs yJe~,'t~;{-. y[-li 3 ,s $&;r;o precept 
is carrio:: through for ,211 agri~ulturnl~ ?rouucts, 1~ tk;st field it is 
not tot :?ifficiAt , 

B-iAt ho% ar< p 0% ,cing to c xpare the rt3ai va:1uc of Ksnufnctured goods? 
Anothw Bgliskxian, Frcfcssor i:'i~OU of e;I.m~orid!~o, cj,y,lo~c(j, a vcyy in-&rest. 
in; fOm?lll2 by ;ukich. he i;.$LBS such :1 CO:~.~X':.SGll ;msiS1:J, r-Lot crJg betIYeel3 
co:mtrie;, but oiso between diffr,rcn% ;:i:ricc!s. 1;~ cx:'?, go ii:to tkis vary 
deeply zt thic Az.gc9 bxt, -ti?rit i'~r~.xll.<~ is gup.zr$..>~ ilCc,iji;->id s IL: ?.dditiOil, 
the ;.c,~,gJ< @f FJ&iops, cor,;pj.&;< ;r;c., ir-..dc:; of *,>A.; i;&i,.ffs y"";Jj.~j.q bctT"yecyi 
tjifferr:nt c~v:.ptri~;so ]:t ~211 5~ ~ys'Jl;ti,<j t:l.;,t rhrP.2 -' -piy;ff;~ I I L" i_l . r 3~;ri. '~j unt; 
ap~~roxim~~t,ol~r tha 3j..ff(-:jycr!co <.:1 r;cj,$t of ~,rcd.!.ctic;n cf ::& r;cirtlcuL,, -1 .o i-3 j--i; ,>n-: 
m vx-iox countr:.es q 
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K3w I want yo:i to look over here (Chart I . 3. ) bec::use yoti migh-t s a- i 
at this point: if,;;.Ilcp WC pi~+ve ;j,.ll ~2 tl:c proj~&,ivLty fz.ctc>rs of those 
cate_-iroriss of workers combizad why go further? 
inco& eloc e end he done with it?" 

Thy not us L! national 

"lell, here are two countries that have aLout the j a*Le nationnl iixomti, 
the United Kingdom and Chica. As yo:1 can see they both hzve :x xtional 
income of epproxirn~tely 28 billi.ori I.U's. Ecmever,, the United Kiq~:dcm 
emFlop only 19 xLXlion workers, and China 200 million workers. Hare 
is the aver,?.fge nroductivity !>er worker -- 1555 in the U.K, and 140 in 
China, Xt is obvious that Chi.r;a does not have the S&E ecoixm~c \var 
potential as the United Kirgdom. The difference has to be found, and can 
be found, in the division, of productivity into thcsc thric czkegori~s -- 
for Chim, egriculture 52 pr+cent, industry 8 Fercant, services 30 percent; 
for tbc United 7' ?:rJ -.,l.l.i,tioin th3 pcrcontagGs rrc raspectivelg, 3, 40, and 57. 
This lfServic~;s~~ czutc;,yorx has been found to i.nf?.uence the standard of living 
in a cowtry, the averzp incoxo pr worker. Thi: greater the percentage of 
people in ‘these seroiccs, the $y&er nil1 be thi; per capita income of a 
nation. I would li!:o ycu to bear th% 5 mind, becsuse we h-iavc to remember 
this great differelice in diviS-Ij.c~ CL f' I(?i;;or ~;-~&,x~~c~r~ s]ie iJ.K, and China to 
shove that w.tiOnnl i~;ccxcl: 2lons is nst s~dficlcnt for tilti purpose of 
evaluating econoL:ic rvar potcntisl.. 

21cre ia stj.:!yj. ;: tk!ird 12q:i r!..~~.e;~t : The pro,~ection of npticna!. income 
into the future. ?ZG*:; J;~C 21"~: rca.l-,,- CT prcti;-;; r,~d.ijch 01: h13 omx, bcceusa there 
is on1.y oni: ')c:rsfJr; 7,t;ho 1y:;j don;2 
1s Colin Cl&k. 

;ir ry y; 0 r'K in this field so far, aryj tttlqt. 
'b?ly is it that this 311 irrprt2nt aspcc$ of ec3no,mic 

war potential hes been so much ncglec%ed? The ?+nswcr fs si~pl+L~~~~ 
i-as been co demand for it. T:mic 7,s 3rc tjlolJ.sa;~ds of statisticisns in this 
countr;r tryin to dctermYL;le w?;r:at tic.2 &ccl; I:..~rlt:~:.t 5s COizg to ,rjo toinGrroW. 
Grsnted that this is iw+rtsnt certs.in1.y~ 1205 more thk h&f ZV6:T hit it 
right--it is the s.3.x as t&sin$: a coin. Because at this the opinion 
wev3A.s tkat, if it is so difficult 53 

.L 

it mtlst Se s-till 
project on ;1 ShOrt-tC?YSi basis, 

harder to do it 0:; a long-teril, basis. Yothirq could be 
furt?or from the truth. 

I :?xsve here the trend of national incoixe of vzious confitj5~s over 
c3 lor;,g period of tir;+,c (Char% 2.). I have taken out the dirs, as ,:;ou 
see, to rxikc~ smooth Encs, There you have the avwagc over a long pried. 

SC5 hO>J gradual those lintis arc, how scani: of the:n lavel off; how 
3tl;crs go up more steeply u-id tken have a tmdericy to tapw off. The 
dotted Line rCprC:sents the workin,; popul&ion, The working gqxdation 
tapers off' befox the r.ational income does. Y0-d can 538 that particularly 
hcrc, fcr the linited Kingdm and France. 

Wry do -tie need a pr~~jection of nationai. incox irlto the future, 
that is, a projection of productive capcity? ~'ic;il, that is obvious. 
The kited Kingdom, even Frzncc:, did not c3 ~,tl.!~3lly dCCl.ine; ncvcrthcless, 
Vihen >Vo talk of thOfje countries a3 i'$orid pov;srs :qo noK ofton 1~56 .t,he 
past tense. St that ls not bc:,ause thsir Fro&activity dticli:xd. 
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AS 2 iX.t~L~r Of fC!Ct it iS Still. ~OiIJ;~ Up, IJUt it 110s clccl.ined In rdntion 
to tlxt of the Tjtiaitcd :jtates all(j t]:c lJ.:SEl. jc s,ie ~.+~ee.c- tk:at projectiol~~ 
of natiord incoriie in-i;c th4Y fLltJ::rc;. 

Few c,'m ;t be dons? Agriin It is a ma tter wt:C~ch is ccrqlCx 2nd 
difficult , but, :mt too d.j.ffic.Lilt . You have tvm ,thi;i;<s to consider , In 
the firs-l; place, you hnvo populatior: trmd, p.,\t can bc :3i;ttimincd. 
Lift insurance coi;pzni.I;s spmd a 
They dc+:,cm&yLc J;h; rstt2 of zro;qJti-; 

grcx3.t dtal. cf money doir:g it ri$k slang. 
of the pp&tion, the dc;ath ryLt,,,, the 

fertility rate, md so forth. There is very lj,ttic question nw among 
St’ildCiltS Of popAa5ion that sucki projwA,Fons am2 q;li.te correct. Corls <- 
quer:tly xc know pretty well how r;;arq popit; tk:Gre 3,yd g;oir?g tcj Jsms in 3, 
country ten, t3tint;;, thirty, or nore ycnrs from xxv.. 

Sric prol_iles which wi3.1 hnve to ba.; rdked is that of iemigratio2~ 
ad cixigrntioa . Son0 c2tlcui:~tions have takcri ti-!2t into ?CCOURt . It 
is something xhich vA?-Z lmve to bc refined m we qo al.ong er:d SCL the 
trend. "-c car;ft c~nticipai;c th.it itussi.~ is ggir:g to allow lwr prwio~m 
qunatity cf migraticrr to go ml9 ndi k, :~lor c 21-l ;y E: oxp~c-t i,]~zt, 'c,hc l.jnitxj 
states is going to p2XWT.t -thu sx-3~ xxjunt 3f ~:mi~ry~tion 3s befort. 

Tile SLccr’i it ciw A\ *i ie .tllC; fQtlJ.rc pin<>&.$t,jmv~t~~ j)Cr l~l,TOrl~~c;r. 1% is Sc)K.f:;- 
thing Wliich can oisn I.);.: c:n.k,r:~1.j.c- ,~E~.od-..-~~w :yJch (!,?I: ;yna expect pcop!.e kc e& 

or produci: ns ILki; ;pc,s GP? L31Jcjl jt:L.z-j-Cj ;tl-y j+GL;l in xi xkbr~j0ni.c stsge 
but, WC dr, kno-v! that, ii j-5 cl.osolp 'I;j.C(j a> JkiFY+h ti?'2 Skii .‘t, cr ':'iO&.;&rS frcm ' 
~prjpc:ulturc into ii;$~:jty;~ ;:ncj i.nto scjyic6~s ~ .> :<uc:l &ts )I?bve bc,cn 
coi.cu.latcd over lo- T I~-t pyio(-js 02 ti.y:ic, Zllbj .I;>,;p;:r j-3 a p:xttyr-> tll(;r; -&;li& 
cnri be used. At aria mt e 9 lJ;i to y;q~ .bj?*;--j<, y.y,:,s ~:irc a~tml; frm: XT39 
Lo lF?&; t,hey ere prcjt2&cd. 

?tT;OVd TJj 0 ::OiTi:;i t0 I,!>.< :.CCQOiLiC j,;,>p F)().tcrJ";fL-,l ~ s : y<; ?-::v,d +.,g (j,otjrl:!ina 
how *TlUCh Of thOSCf? ~~.~~tj.O~~~l'~ irlCCji.i\:S cf-tl 'Oi UL?i;Cj for -,'FjJo ir!' ordcy to 60 
Tdh,nit 1.~0 sl~e~~&rj c,or~sidcr i;;hn-i, \A h+]JLi?s 'IJ;~~c.fi 3 c fJ~2.m. qi M(j\lL;$ from 4 pQ*Jc+ 
time ii-l.tO e war icorloL!r!y . '&11, t,k;yYt j, (>jJ-JiOUq / * F copl< -&b,c .::,()r&,j six 
hou-rs <CL d:y. yjcrk <Y< kit,c,li> ;~@,n”’ .-<,,d. l'sople al-,0 11~7~~1'~ y~oo~;~d nro ~YJ].I& in, 
l.:achines, instend oi' working one shift a day, my 13~5 i~:o:.~;;ir~~~; -tv!:, CL- trro 
arid a i-?&f shri.ft,s n d.3.y. By mkns Gf r2tioi:iq you rt:dz..l~e tlilti c:j..vj.li_rxri 
cccnc.my , T'hose ari: the: thing3 'that kap;xn whm ;i countr;; mvo3 lroin 8 
pe<cJc&;mz ~2conmy into a. war ecmomy. 

2 p < s ‘Luyi s’o 1, y 
c ;TsLl c<an figure; tIllat 0 tit theor*:tic al.ly ~ Colonel. ,3andcys 

J 
who spckc hc5 G:>alJL .FJ xo& qp, mefiiticr]Ld tl:lo fee-t tl?3t he had ~i:-jrkcd 
it Ollt t2hYCrLtiCEill.g fOT li,ar;pcV;~r D If,.5hi3 c31: k12 doybc for ;:L~pA,po:!;;cr, 
it CCXI al;c bs done for i.ndustri~.l productj.vL cay,acitg, alxhougii t$& 
night be :I raiker ir>boric',us Jcb. 

In detcmi.r;ing th- C>IcOiXi>t by which you csc P.:~UCC t'nz civili,an 
economy the "'jr lJrcductiorl Eoq~rc', usti::! fig:U.rL,3 :23ascC Cn t& ti~q~r~3s~~or: 
in 1930 tc; 1332. ? 12 CJ,' :i::kf] .t;l;_: avL2rqs C~rlSU:113tiCri dilring t,k:OS;: years 
as an irxiic2tj.on cf how ,tl:; civilian: ccoilc~ii~~ co:ild b2 red.,j.cti:d ~ p;xt 5s 
a ihisrc-t;.cas appcack;. Forf,ur~~~&~, ylc j;a.;ic. n:.sc nr*:ot,hcp "227 of d~ir~,c; it.9 
!"'e 'have our oxpricnc:c in thi ?,zst vc3.r. It iS f2i?tYXG1t2 tiiat lr{e ?lSO 'gave 
such figxxs for tk USSR. 

-h- 
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Zi.s is what happened in ":orld %r II (Cbnrt 3.:; : First let mc explain 
to you tht these straight Linas you see h&-o 722 &t~y:ly *;hc tail ends of 
tke national income lines tl-at you saw on Chart 2.. for the Wited St&es 
2cd Russia. In other TdOriSS, ths;ss Zincs hsvo bcon COYi~Utd thLor&ically 
as to whatit? under more or less cornA conditiow, tl;i: ;.roi;rt;ss of tilt 
r:ational. ir,cock is t?;oiw; to 1:~~ in t,j?c: lJnit& :j.t;rkcs ,~:c,d in th* lJ'3<Rq 

T);c solid jagged li.nts :?ri ric-Lua.', zwticn :11 incoy c: fiouwcj . , ,., - , nr,d the 
<jo-t;ted li.j-12s slyj.l:; -c', 1 ,,a conswgtio~ by t'hti civiiLn ico~o:~~- O I ai riot 
,@.ng to 2 si, ;,, '7 rrou to y.&,e R d&ailed CGIII\XP~SG~ b;twccr! thy t:so coartrics , 
bcic.?.lse th:xt docsn' t fall. ;&thi:1 ti;it scope: of tiiis lccturi:, ‘:':h:1t concerns 
11s j-3 i 

tGC iXCCSS production that ~8s ncquir& during; ~wkir,ic over and 
above thi: normal rational income I and the amoat h;r Mach tlzc civilian 
~CcjnOr;.yir '!$.?.S d,;I>rt-sstid belou the straight Lini;. Tj:.:Lt is ;u~~,,y;t fi18t'ters * 
'yhe dif.f&ncc bctw..,t.x, the d&t& lint m.d tl;i-; so1j.d jqyyj line is your 
wocomic l,Yar poter.iial. You 1;;i.Z notice: th.:Zt thcri: is quit2 a difference 
b&wan i,yvl-i:>t ~~3s ~com$.ished i:? tire TJ'pitcd Statis z,ac in Russi,a., 

?hy this difference? r!& ol-;Qr -js it ,2 mclitor of difference in a.ctuel 
azwnt--that is Und~rStand;~~lc--but there i3 also 2 ;llapi';r:d &jffcrc;ncc 
ir; the QXC~SS py-oductjevity of bo-th co~~-&r&s if it is expressed in a 
prccnt2gc of their no~~2.1 rztional income. In the United States wo 
managed to incrsase OUT poductiol? k2i bc;t>feen TO 2nd 69 prcent ova our 
normal n2~tio~8.1 inconc D In RUS3ia it :N;ls Oidg bctwkcn 15 212d l-8 percent. 

Thsra is also 2. diff~rC3IlCC? il-, thC? pC3?2CWita.;~t by kG.ch tha civilian 
+zonomy was reduced--I don't lik t?lc rriord "r+:ductid!' pzticulzrly. Agein 
it is 3 mattar of tormlnolog, Pcrh::,.os it shou1.d be , _L "c01r*pr;sscd" ; at any 
rate it is thil: extsnt, to whish you can covL;3y;;s j 11 * thi: civiLian economy during 
w‘zztirnt:,, 'RiIt was mssY~le ir\ thi; l!citc:d %:jt.,;z to the: extamt of <about i 
1C ptrcerit , Consequently :;.e managed bi,;itw~:~~ 5G xd 60 prccnt acess pro- . . auctsori, S,"% 55 p,rcat, and 10 cc;rccnt co~~y:r~:ssibilit~~ of tllc clviliar. 
rzquiremants. The 'tG';,:il. j.s 55 pErCtii:t of t:lo rlormal im.tioixi income 
which, 223 I expl2incd to :~ou, cm b;, ,mais .~.vsrj.l.&l; for the pursuit of war. 

.' 
In RuL;sia the 6xcess productivit;; w2s bsiween 15 and 10 percent , 

The extent to which the ci;jilian ti2conomy X;~S r~~ducc;cl is hard t3 dctcrmine, 
bccauso of the occupkion by Germany of 2 Inrpc part 0E &i3si3. But, if 
you t..:1icc it pior to the occuption the reduction is :'LGU~ 3 or 4 PcrccIYt. 
'Thi S ,$.V B 9 you an c;corior;;ic .:::,Tr ;-,ot,zntj.al for Russia of 2bov.t 
26 pcrcviyt Of ',:c<* nolyL-.:l rL~.$ion~.]. <.ylco:!~ ~ 

'. 
T&rc is 2 r:~~-Lj.o t&re b1,ty:~;cl-l tht tv;o co:.::~t.ric.s. yp& py(jblqr _ vi1 is to 

,dotormirir. ~,hy ti::>Lt r.1i;i.o i;xi.~ts o 7 < II ap!ci JJ we c;?J 3;5t:Il)liS~~ ~lol'i ii; ti,~:j 'UP 
with certain facts; :!e <do kno'!,d, 'L%UI VE hsvi: tile rr.sking of 3 logical 
npproah for the &C::S’dreiil;nt -Of tkzi: economic 7iar potential of n&ions . 

It is obvious, if ;~ou rtmembir tl-,053 ts!:o identicr:l n2tiorl:-!l income 
figUTCS for the ITnitzj I:ir;gdoc; ,:rd Chin?, th:?t ;',+: need somi:,thing additional, 
Yd nc.ed a conditi.onil:;i; f?ci;or. 
illustr;%t thc,t j.;oir:t. 

I 412 t~;n;;tcd -to t*l.!: ycu :L story to 
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1 JAjyLs traveling on rl. transcontincntai trxin cric6, znd noticed n 
.m;in looking .3-t me const ant:>r, alnost ;a if hi: Uire Ztia:jUKiZg liic. I 
w0nders.d wh-zt it w'is 222 2oout e Firiallg & s.2-L down ni.xt to n!; :Ild Sal 'd, 
"T)O yoi~hd if I feel ;;GUI’ am?” 

I szid, ivyhi? t 1 s up ?‘!I 

;,.>1 .J.l, I live in an ~.pzrtmat hcuse in. Los kngclr;s owned. by Jzck 
~xpeg ,x-id I 3; w2ridori.n,~ her; yo.2 v;o:;ld st:?ck UD in the rin;;. I kEOV!~ 
ilJ.sLj about !lcr; n;ucil you ;;i,j.;;h. ,i : ,. 

Tie pvc mi: his card so 1 conlcj 8" t 0 :1 b0:ij.n.~ c.ldo r";r 2. Tory-out , 
I hrtd' ;‘I, bi;::.Jt,if!.ll nctiofj::.l j.rLcGKi!l! 2: far 2s )l<. ;A)",s cGr:c;J;'ccd; 1% G;>S 2 
good TW; ycara ago. 5ut I didn't 20, ~CC:~U;C 1 kficn sori,i.ttiin~ ,&our, 
E:Ts,~? ]ZC didn't kfiOIy. J+:j..l he could see -(\j;.>s iii? "r!:~t,ioi;y!l .incon!i, 1' bldt 
I di*a ' I-, havtz 2, p;,:rich, T I-, '; t i s T&;~-:' " yo'd r;~;u::. 

":hzt is tlr2t p'xxh in w2r gotc~tinl..? jJ:cm we :;rc going to j;t;t rjoivr! 
t.c 'orriss t-r!5 c-2 r~. It is th:!t crxdi+,$oning fzctor. ~;oyt,un~~.t~lq $;c don 1 t 
h2vu to look very far for it,. IiYjuStYi:l C ?pF+.Cit~T is Oili:. St,SCl prO-- 
ducticn could bc wed, Or ,?.I:(jt]l,r T;'iC,:L:>,jJ'c Of >CzL\?!J ir,&;&';7. (Chart L.) 

If ?do t, "'E ;:cc q!t LliC cxpcrj..e~:ce r;f t,Elc QT‘td$, 3 "t :~t c s d'uir;;; F;o rid' 
y?I,yy 11 ;1s sound, t>Ley-l 2;;:: c:::n say t,!lT:t I,!?:: cry+$,,ri :jf:,:>.$,:y %,?:I sr:jTlc;th:ink 
y$!)&'r, cLz$-jc it possii;l;, for her tC &roduce 55 p~I'cxit, Gf her aori:lal nztional 
ijico:ylc for $,>,e puq;,~s,is pf ::,',y+ ThYi; figure is r:ot fiixL. I rems;&er 
thzL Colonel. 3nnders spAid tb,<:it. pc;r>.rpj ,t,b.e yrodcctivi't:y ol tl?e GnFted 
Stat.eS could k,nve been fLnc.rc:zi&3. by 15 .iJc:i"'f!l':t, Lr. Ii&i; on oven iXCIltiOnC?ci 
30 I:crcc?zt. 0bTCouzl.y such figures lh~.ve to bc; checked, but 1 dcn't think 
we will bi: very f:~ir wrong L" J. V~C SVJ that+ TGC? did tlic btist wo c~ctlti during 
ttlti war and thnt .the s-?mu cx, he said for ~2.1 otlhcr sax-tries, 

If we accept thgs 3~;s !:>vc 311 econorr1j.c war g~t,er;tiz~l _"c\r t,ht: United 
Stet~c,s of 65 percent b;lstid or; ,7^ ccrtsi.n 'tlr,ciex of industrj.ai. out;j;;t, I’ 

nhich is t;;e ccnd:itioning factor. If it is steel ";)gt de.i;ermines it, 
then D. country that has x sic;el product$cn h-7.5 for our cal.culi?l;ion no 
<?COTlGiKi.C xar poterltial. 3hc c'ln i'igt;t onlg -t,o tllc c;<tzr;-i; thri.t ether 
n2t3.ons provide leer wit'? Gqufppnt , This li?Elal?S th3.t the cccncmic 
war pc?tc;ntial line start at zi.ro. -FL .' I.!+‘_; p~rt:~L~j t\.) cour~lritis v<hizh 
have Xi Z.nd:x Of ZCrO for industrj.aL output, no lx?.tt er- V!h2 t t?loir 
nztional I'~~xxm~ mriy 'x. T?;j 2 rn:ii&:; it p3si'bl.i: to p?.o-t thi; Yt ?.nes of 
economic war noter;.tii:KL, b3'Lh 2?GV:: / ?.d bdrJri thi: l.ii:i OL’ n0r;‘rL.d &?.tion?+l 
income. 

I Isj 3n ) ‘pJc ?‘,.S 0 I-> -:gycn to hC~V SrOIE tiie ~~~u'~~~.C~!lS ChFlrt (ChXI% 3 , ) 
\;Jhero tile gssj-; fj-t,s in. 1 C Tr: ,S qA')T 'l,pi y+; tl.lbd,sij <?,Tc :IQt,~].~j_ rjC;j,r.t, j , 

on hc:p a;v,p&.l:ncc. j.n Ycrl..d Yar II: $hi> h?d :: 
93s c;d 

produc-tA.ori il<CtiSS of ~?L'o3-J.t 
17 pC,rccRt, an3 2 redwtion 0.;: thG ci.viii.::,fi ,; c <; I; op,;y c.," -;;:K!?lt .j prcwt . 
That gives kcr a ccr~dfLtic?r$r~~ f-,ctor c:,f I:,L.C.b:J;L,~4 25 ,2:-!4 3C if y;c givi 
,tho iTnj.tid States an indi:< of ].C!cl~ T~I: qu~;a-ticn its .rro;'3 f r;&p.-, &-d ~JC f-nve 
in the mdzsuri; of 100 wh&, 3ils;;ia 1134 in the ~fii;~sl.Zlr62 Of bc3f,WeCfi 25 2.i?,.% 30? 
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It was found that par capita ir,dicw of indusLrLz1 production in 8ujsin, 
just beford the war, such as steel production, c;riergy cor!sui,i~d, 2nd 
industrial output, all rzng;d betleen 20 2nd 30. Th2.t is clcsc. snough to 
prove th<at theri; is some reality to these lines. 

Frr-m hc3r.e on thu wholo problem bccorncs a simple equation, btcausu wi; 
h:Lvc estnbli&cd $ r@ztionship between a country's economic war potential, 
ex~ressed~in perccntagc: of it s r;orm.i national incorai;, and. its irdc)x of 
indus~~riSl. cutput 1:e.r capitn. Conseqilznsly, the perccntagi: cf the normal 
national income of a nztion that can bc: used for the: pursuit of v;ar is 
the t3.n:;cn.t of angle a, mLi?tiplie, rl by the index of her in<ustr+l production 
p:?r cr~@ta. This csn bt; cxyrwse?, by the fora;uia: P = tan aX 1. Therefore 
the Zconomic 3Yar Fotential bocomcs: $4. in bV?iiCh Pi is the normal r,a,tional 
inccme GI n countq at a given year. 

As you cw SC\, ic is n v&y ficxible formula and tiuch work still ha's 
to bil: dcr1e. 

The n~xtionnl. ir:!coxe is stjJ.1 aomkthing ninich -wili he;vo to be ref<llcd-- 
the owsurtrwnt, t,klc cori~~~~r?5ii.i.ti;;r, rind thti proj:xtior, into the fu.tLirL-- 
all that work wiZ.l .have to conti:~:;. :';fe c:inft i:,xpir,l; thlj Gov:jyfliy~cnt to 
rely on th.2 figures of 025 Xlll Or (;VS'c: Of Oni. wvCrrJ;1<..:rit dcpzrtst;rit . If e 
indicts of w3r po-t,~,nti.:;l'rir.; i;vor going to b- us&. ::;l-~ii; grou~:s cf piopLc 
ShOUld be l!;CYkin&< cr. them. 

l'lle industrirl index does not nocc-- _ .;sariip hcvi: tc b3 str>el or 2n 
ind:-x of henvy industry. Conctiivab;;i it czZ. be atomic i,nl;rgy. If $,)lG 
extent to YJhiCh a country is in 3 Fositior; to produce :StOi@.C bO,XbS ii @fig 
;to determinti htr miiitsry strsng$k:, then 7:;iy;:et ycrc lla~.:s; 'to ~10 2~3 to provide 
an index figure for the ;I'diity of thr7.t COU.C~F~ t0 product 2.tcziic bomb3 . 

,. 
The' relationship battv&.zn thi lirlas cf ccwomic yi3r pctcntial and 

national. income is soiwthing which 2.130 nerds constant r&i;qi-;{;lpl~t, Thzt, 
gentli;men, is tht: mc,zsurcment of iconornic war pot~ntisl 2s f scs it. I 
thank :~ou, 

I .C?Jli on t"lc blocl- __ .9 &;cEtiii-WE, if you h‘zvi: any qwstions e 

a :;TTJDzp.;T “. You m6rltior,tid that thit pcrccntng~z of population cngagcd 
in services is 2 criterion of nztior.-2 income. XU, ~0-2 givt; us a 
co,mpar:itivc figure: botwccn the: 3nitcd States and China? That will soX+ices 
run in -Ihis country? 

i.33 * XASS3L~~BT3 : 

I doc't kr,ow that by heart. I believe the ssrT:iceu ir. o.zr country 
run over 50 percent, with zbout lj in a@.culturo and 2j p:,rcer.t in industry. 

In the coqarisor; %twicn t;:~ up;itc,-J St,&,<;S Z!!%d RUS Sic3 ?YhXL ~2ilowncc 
shtiuld be ma.dti for th; fact that Russia was inv:idsi: and we 5~16~‘~ not? 
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You will notice that my figurr;s are3 bofcrc Russ-is c\:k, inv2dvd. It 
w:is in 1941 that Russri~. ws invaded nr;;i thu figures which I qsud ':"zcrc 
bEfore that time. 

)& .z TjJ DlQJ’T : 

"Jhat, effect dots thd star,dard: of l.ivin:; hcwo on you~n~atio:1.?1 income? 
I pr~vi.ousl~,~ ST~:G some study ,an thi s--that, w::s in 1.9j+in which th:,y 
crame out with 3,bolut the same figure; for thi; rclzt.ti.on b&le:.a Russi. and 
thi: Unit L-3 States . At that t&x they said WC could support elcva: xriillior 
Ii-km l,i ‘- thi; krned Forces, but ‘thst Russia could not possibly suppok‘t morn 
t h .xi :i;v.s ,million in her armed forces duu to hgr coq:~ratj,v.~Q lo*& 
standard of proclu.ctivitg . 

i-2. 2ASSEUvUN: 

"i"riy , yes * 

A STUI)PMT: 

=!ut'if you teke thi: point t,h:h uric of liur agriculturnl p~~$l.e can 
prodtic:; trvicc; as~much aS olrti in Ftwsi? and balwcc; it Cth -ihe f'nct thrc;t 
a prson ic Ru5si3. 0:&s or&~ h4.f thi; vaiuc of r.\;:;j;:-f, 311;: of oily p.q&, tints, 
thcax is 20 diffcrenco i:1. ti-,; productivity. 

I don' t think it 'work3 ccictly cn til:.t, r2ti.o e 'X-K:~ it ~,mcwnt 3 to is 

thz.t 'tlz., few& pcopl~ you n:;c;:% in .~fl;r::i.culturc tc: suppjly thi: foddst;uffa 
that t?lc; nstion rcquir:,a, the wre pcopic you rdcii av:~il~:~klc for inciustrg . 
Th:It hzn_s 'seer] one of ~u:~s.i;\' :; rfl:~ jar 

per parson 'i.:i oraor to 
~il'obl.~;ms---i~ < ;p>iscL; ti--,c pr&uc+-vj.t;y 

relc3rSe pcopl.2 fl*OKi thr: fE*rXS for in.dLIStP;;. If hssi 
:>.s yGu ; -Qr , can support only /ki) or 50 pcrwnt cf -.4~:.t 3,: can ir1 tkc: arfi~d 
forces, the answjdr mwx be found ir: ,the Iirni.t:.:L ion of her industrial. 
w.p.3citg 0 I 

A ;j TU i:iDC’ : 
.’ 

lik:: 
Sy wi2.i you coqare the i,conorn-ic w2r poiix: tiril of 2 sm::il. 
Eioll,.and, ttiith her coloniis, with that of jwitzor:.--,nd- .' _ 

cou;ltry 
, ,y1c,h nc ,colonkes? 

q ~ Jii$S ,~E:L;~BN : : .,: 

Ncithcr oni: of thim ha 2,ny economic ~,ar pctcnti-ll in thi: sonsc that 
WC arc talking 2bout hcru, There .is .clnot!ler nng1.c to th:iY, FlhiCh 1, sort. 
of hcpcd we could snvc: for tcmorr&, aho~~ ~42 arc going to havi! 2 st&i&.:~~ 
on this, That is thr; cor%ri.hxtd~ri that such ccx3xi~s might m&ie to &her 
countrizs lizhich do ha,vc ;in 2 c 0 II cmj. c III :r~* p; -: r;nt; i 8 1 , 

.., 

/. 

. 
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For i l-is t arc e , k0n arc ;cOU ,%0ing to COLqX:T:; 3tl;e;l pi"OduGi0n il2 
?,~.lgiuxi !-ith th3.t in ar:.ot,?;cr courkrg? Bel;~5,UTA ~Y!jdUCG~~ 6 illilliOl1 tGES 

Of Stc:Cl n0rmsll.y i?LfC>Y*Z thC i\;;?r, but ws consmiq~ only 2 m:?.llior~. 
ckviousl.~y hey' steel production was not an inr',ox of lic-ir -car ~otir,tinl.. 
It is the ~rnount of stcsl th?t she consu13ed i;c.rScLLf. 

T,?:.k;: U~apnn . Japan hr>d II, StCel C@~Sl.lW$iOr: L?l+;LCh Vii?.S t,ViO Or tlirc:Ct 
times cpe&er t&n her production of iron 0~‘~; w.d co&., llbhich she 'xd 
to import: Consequently she had ‘to El’JT Or? Cthi3I’ COLlLb~iC:3 for hd.:b, 
It is in tin,&, w.y -that, YCG:~ nztions xdd. cor:Lribute to thi: CCOrIOiTliC 
wnr potcn5i2.l of other n&ions. 

In cst&lishjyF; t’;!(j fjLfpr(;s hcrc on the r.axsent civilian ticomrny 
on this chart and :~,pplying theh to .the oni, pu substiLut4 0n the a.hject 
of steel, where do yoi>. wind up ~,,r]li;n pu 3 F"y 8 country exports ,z ccnsi;\iiy&lc 
production of str;el. and apply tixt tc: ?.OlV rimcil ycnu cculd dopwss the 
civilim economy? At +& ;q :y& . ~unct~~c; you divert i;vcrythislg from its custorxtry 
course to the msnufactur~~~ of .ypJr,itjmo'~~, I 3 . so ho;' <Jo you rel&c th:;T;? 

Thcsc c?,re +Gji;ngs l?<]:iicj.F! :?rL gOlp,g on all the: t,i:nc * I d3E i thil?k 8. 

small ccjuntry that WGS gc,?recl to the USC cf tw xi:LLion tons of steel couid 
0 _( sutom2tlcz!Lly 13 1 s-h 'f-t OV~I‘ tc the Latilization of six mili.ior: tons of &eel. 

A STUDEYJV: 

I don't think I ~FVE Kiadc rn;y pcjsiti,zn cl.;?:?r. 1:s -tL::: dsvrc3sior of 
your ci.vi2.m ecmcmy dirmkly rek.t5:~ to tiii: Ltcm :~hich yOQ' 332 studgicg, 
or is it 3.n over-all Ciguro? 

‘\iD 
 ̂ . That -js XII r.y~or-&l. figure. Bnt beal" irr mfad, 't;hat vh2-t is most 

i.npOrtXit is tha imt,terial hick c,7pL bt; -used for lq;r;l:.r &for-t. T' .‘ II (I! l'll i.t c cl 
S+.i<a,t;c,3 was a good .,X~~~l~lO cf th-t, During the we the United Stz.tcj did 
r,ot r;yd!Jce its civiii:ln ccznojq cxeapt for two t.ypk5 Of gOOds. (jlle ;'<a3 
dur&:t: consiil;-.er goc~js, 1jk;t; rofri,i3c;r,~tors--nll tkimp :ihich r~~cpirc 2 
groat deal of metal. ','hc &hay O:iC w1s tr~!-suort~~tion--~uto~~-~~~~~, In 
the one 'YjG jyducl.;ci our ciTii?.i.?,'i <cGnoE~ by sowthixg lik; 6U jxrcat, and 
the other by abcut 45 to 5,C pcrczr.t. So, consaqax~t~ly~ ri.11 that M:S saved. 
could bc directl>r utilized for the year effort. 

If you coxq!arll: those, fie;u;TJs 

line of iw~~i~.i -natiwia~ i.j:xx:c. Then :JOZ v~0u:l.d fini- th3.t r.iz.2.r fcod con- 
qlp-~Jt-jon :,'Js~ i) ^. p;dl.I&;d c G~:;j.~]Gr$oly :~nc.j :h+r:ir T,lOC of td>yk,ilt:s ,:nd, sj!@c$ ~ 
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It is cne of the very difficuit angles to study, because of the lack of 
comlete d-;ta that xe have oyi, this aid the l:zck of people who are r~tiill::lrqj 
and able to rzake a corq0amtive study cf these tkinga to see how they worked 
out in ali. ti?ose countries $xri.nt~ the war. 

Do you refine tkie services secticn sf the national inc0:l.e tc give 
any value to a particul.ar service‘? It is my imyressicn that trarsporiaticn, 
for instan-e ., , mans :wre than any of tile other serv:',.ctis. 

5 71 . j:Ayjr,y,. JJ; : 

??mt has not. been done, iI.3 I .t,old you, t,lrlerd are at the presext the 
so fell; people who lave g:i.ven any thol;ght, tc this i!.?'*, i GLtell a“; aI.1 +;;ai; i;l;ere 
has bt?ELl no O~>~~Oi+.~lXRi~,~ t0 $0 intO ‘i;hGIt :qrtic~$ar aspect of it. 

:‘:~lt you are absoluteiy correct. There are hidden in t!;ese service:; 
a good many things v,hicll pxh.3ps hq- be idxe i:A:~crtarit than ethers , It 
would be 'found, pa~tlcular..~, -"i 'in '~'I11 f'ir;]-.d 'ile:re if ;:OL make an analysis, 
which I wc~~ld Iike to see tic ne, that i.s J to rrlahe 2. co!q,arable analyxis on 
the thecretica% a~,;,.:~osch~ t:~at you cou::d divert ~:ro~~luctivc ca;:laci,ty a-nd 
marqm::;er mto the .Rar effort e ‘YOU :oLl!.d &so 1.l. se t:iie actual. figures from 
Torld Kar II and find out where t&se typ:gs st;z&.c?, You will find that as 
far as transportation is cmcerned you cnn't afford to sii.ft over any of it, 
You have got to keep it; ;:11 ,soi.n;~g. There ~??ill:l. be a lot of g)eoQe e~ilpIo~~?d 
in services which can 5e sC.ftcd over. Tjut tl-at is ~3CiGetili.ilg x:hich still 
needs to be studied. 

Yleri ycu proj,ect 
ai you cal.i it, 

your national i.ncorr!e based on ycur $acticai n&hod, 
from pit ezq-mierice, you lxve to assume that :,~c;u-r futxre 

will have :he same set 0.i' circ~uixstances that tL*,c greserit has. For exmple, 
you have to assume that you ~CKi. have large mexployrflent before you get intc 
a mar m Few do you take those factors into accouz-it in yoi?r future projection: 

EJFb . J>Q&' SEs,.;@: : 

You are taikirLg a'oout unerqg2~0~7mnt. That gives you the dips,' doesnIt 
it? That is your short-tern cycle, That has in reality nothing to do ~i.th 
the coqdation of the prcJduC.bi.vc Capaci’cy of 8 rl&i.on, b?CaUse ‘thEi K&Y&e 

those ;x:ople are ,put back irrto work9 up you c0n.e with your nomA proSdxtior 

That is xhy this is dc?ce or. a nor;:ia1. txtsis. There are indices as to 
the percen'iage of FeoFin iLO each cate;;ery. For instance, the iXi.lTJte the 
standard of livi.ng in a cowhi-y goe5 -tip, you, ~v~ji:lJ,, firid $.:y,ost -jc~~e@i~tely 
that your age $w:! %p het~~een ten ami fifteen is i;al;z:~ out of the I-abor market 
Cf ',mur &ye firoup between fifteen ,a~,d nineteen y,erilap; 
iaken o:it df the 1sSor market . 

80 to 90 percent are 
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That is why these are mrmal projections. I waiit you to get that, 
tc see ho::,! closely the jagged lines fOllC~fi! the trsnd arid v.,hy * 5lA I dcn't 
-r?iant to make any :short-term projections. That is not q theory. 

A .:TUDSNT : 

In the formula which you have developed here you finally !~~ound up with 
the stateemert that the economic %ar potential ecpais I p+ tines X3 which 
goes back to A plus F' times I*:* Eow do ycu fix that angle? Do you use a 

' fixed an~gIe for all cor?;~,utations3 

j ,? 

2 _‘- 0 
;‘11;,3EL’,“kpi: 

I could have dra:w that, bu+, it would have irieant that I wul.d 'have to 
redraw the chart , putting both lines hove the horizontal. line, so it WOUld 
be more clear. Eh.2.t it is ju,& this an&e a, an d at the present time it is 
a fixed angle. 

In other ;vords, you assume the saxe anp1l.e for all coun33.cs? ..i 

I.-;3 ~ I ‘AS5EZJTilM : 

Yes * Base(? oi? -who fact thc~l; !:?e i::;o\7 tl;e p2tc~ti,si fGl- the !.lnited 
Sfvatej: and &.Jssia and thaf yit!; an index of i.rd:~stria!. 0utpU.t per capita, 
of zero there can 13e no 7;ar potentiai. BlJ.."i %:113 ~lglc~ is ~~efinite&~ siic; ject 

to modification. 

A S TU'BXT : 

Then that an&e only gives you a method of figuring out your A and 
your e,? 

]: 'i?. , f 'i\SL3El,];3AU ' * 

Thai; is ri&t o This is pllr y;ar potential, ,<$hich is your e:ccess 
productivity plus the extents tr; which you can reduce the civilian economy, 

h'R ~ p,!-.~@J\ru~s~n : 

Did you check Sour formula ,a-t ali b:: ~:.erkin; this out ~'cr '.'/orId Xar I? 
It solrn& as if yell a-2 2aying--and I 'dOi?'t thiilk you mean to say it--that 
you have to have a :;,,a~' before ycu ca;r; project th:- ; 5 i"orrn.2.a o.!? the economic 
war potential. 

? didnlt say that pu actual3.y needed a 'i;ar. I said there l!:ere two 
t*:ays of doin,y it 9 tbyo a;-,y?rcach.~s--..t,he theoretical and i tbie .yra&,icai-- on 
rqhicb \h;ork had been dono by which you could approximat sly de-; ermine you- 
2xces.j productivi.ty. 
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i 1.7 ;, de )'A@~ij'j~jC;I\' : 

Did yoil check that with :"!orld Ya.r I? 

1.112 ~ J,jfA.s S EI>:b> AN : 

I\:0 . 1 worked or&7 from Yo:orld Tar 11. 

$/YR . j\c~~$yJ:-; s r;N f 

I wo?zld ILke to see it done for ?Jcrid Yar 1. That can bz done, 

1, .-FL . 1 "A3SE~'~;: 

T had to get aL.1 these figures on national income and industrial 
production and all that sort of thing, 

1. “R . $‘.\GI\‘IJ~ ScJN : 
! ; 

T'nere is only one thi:lg about Coliri Clark's figures--if pou fill HUE 
back to the second chayt--on tho working poplation in 1963. You show 

q that for the Unltcd States as around /+'I mKLi.ior~. 

it*2 1 . 7 "'jf;Svy i AN : 
': 

!?etween 50 a& 60 miilion. 

1% ~ ~‘~I;~~XJ~~S~N : 

1s that 'the uvorkinz pfipuhti.Oi? of Cvhe ii-ited States? 

‘L’es * 

1%. b!"A3Tj5Se1,:: 

T'ne r~eason I as&d that question is that v!e have now over 63 miXion. 

ET, ~ fiASS%G{,?f,J: 

Cf course, because the! war'used x&e 
more now. 

.: 

Of thC3il. At ieast, there are 

j. _” * !~AmTJ::;SGFJ ” 
: :Q 

,uJ B'-r point is that t,hat can't pos3ibj.y 
miliior~ xow and we knox our population is 
be anything but a guess. 

be trUe,7 becnuse we have; 60 " 
going to j.ncrease, ;-t couidri ' t 



EYR q j,"‘AS,3zI;'JLN ; 

If you look at this chart hero (Chart 3.) you nil2. find that at t!le 
present time we are way above normal productivity. Tfe ,2re today ep.Floying 
man, people than we normall; do. That is the only answer I can give you 
to that. 

173 
I’ ‘5.. 

;, r j”*i (?!;-Q ‘j ‘j (‘2; . 
* 

I checked the index of labor pottntial 
years and it was only three or four Dercent 

rc:::'R ~ bY&SSFLITA~ " 

in the JJnited States for 45 
over t,he normal... 

9uring the past C,hroo months 1 have cmvassod every learned society 
in the Wited States to get a detailed analysis of Colin Clark's projections. 
Everyone is using Colin Clark's proj2ctior-s and solme i:ooplo are criticizing 
them. But no one has rea!.lg gene 0~~7, to verify .thosc figures or to prove 
that his pro$,~ctions are -tjron,g. Pt is scmathing that will have to Se done. 
If what you say is true, that his ~:~roj~ctions are wrong, then we will. have 
to modify our figures. 

bli%. J$AGKUSSCN z 

You don't need this for your index, I tako it. Yen k:low what you a.re 
talking about. yc,u are -i-,&jt~..ng about t:?t :;xper: c-:r~:ct: of ;'$c:-?d i:rxy 11. YOU 

don't need Colin Clark, 

jj~ ?,,: AS,3 ELF rk;]\; : 0 .’ 

No, but I like to have my statements verii'ied. I don't >??ant to go 
off on one an@. 

A VISITCR: 

I would like to ask a further question on the comparison of the 
national i.ncoi:.e of the U?:i and the CXG~SS war potential. on the chart for 
YorLd ".'ar I I . If you take 1.8 percent for "or.1.d ;iar II., do you consider 
thst the USSR prior to the invasion of :qYe;teEl Eul*op:t. is ,y;oinF; to be 
comparaW..c tc the 'L!:;;? i-1 
45 percent? 

1940 and 2-941, when WL would not have had that 

$‘R ~ 3 C!l~ s .ZU ‘A$: : 

Obviousig not, The point is, :?ie have to do it 02 e cmxpara’nle time 
period, that is, a period during which one countrp ;IOCS throu~ll s 0 ?Ci c 
experience of war or prcnaring itself for war. 

- 1.5 - 
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A irISITCE: 

Then hsv could thzt USYE figure be projoc;sd f~rwarti to 1945? HCW 
could you compare that at I.oast to jrour normal national irt'x;;~;: line, if not 
the dotted 1ir.e below it? 

;, :TTJ . ],(‘A3S’u\;AJ . L!.l>. 

The only way I can see Lo do that is to follow siirz$I.y the Lcxxl 
national ir;ccn;..a line, becau.se the jagged lins means the actua!l figures. 
I don% xant to confuse myself with hav:ing t,w hypotheticaL projections to 
Yj (3 r'x I)$!<. t h *. 

A VI3ITCX: _ 
. 

To r.sl?a+ v d0 YOU COi2~>EWC ,t.hc 17SA in 1942’? 

I,“; ..I, * r~gPj”EJ’p;: 

: Those .tico counkrios :cero un :j,cl- dli'f~l-e]-~t cc;pfjt;iorji; . Your excc;ss 
prcductivity is cbt2&2ed beCaLlS a co~xrhry :2elibtir2tc;l.;J pars its&f to 
7; ar . .At this poirlt heye, i?iien the 1jSsIi &$ react;& thar, ~:~cess l;ro- 
ductivity, we vbcro not ;;szrj ;I;.; OU~SE~VCS tc ~":ar~ Lift via5 pretty much 
a.s Us~Jal, y--,-t Is t,;]e .p!'L;:so:1 for t>;-,o &*LJT‘e'TQ:'lr_e ~ 

-_ .- _^ -- - - - -- .- - __r __. .- - - 
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FACTORS OF ECONOMIC POTENTIAL CHART I. 

MANPOWER 

HEAVY tNDUSTRY 

LIGHT INDUSTRY 

STEEL PRODUCTION 

MINERALS PRODUCTION 

t4iNERAl.S CONSUMPTION 

ENERGY CONSUMPTION 

NON-MINERAL RAW MATERIALS 

FOODSTUFF PRODUCTION 

F05DSTUFF CONSUMPTION 

GEOGRAPHY 

LITERACY 

TECHNICAL SKILL 

HIGHER LEARNING 

GOVERNMENT ORGANIZATtONS 

NATtONAL CHARACTER 

ETC. 

TOTAL: NORMAL NATIONAL INCOME (IU'S) 



U. K. 

National Income t, 28 billion IU's 

Number of Workers 18 million 

jverage Production: per 
'Ma-ker 1555 Ill's 

CHART la. 

* 28 billion III's 

200 million 

140 IO’S 
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CHART 2 

XATIONAL INCObiE !tWNiJS 186C - 1960 ( Billions I.%* ) 
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CHART 3 

A TREND NORMAL NATIONAL INCOME (billiona I.U.8 ) 

B ACTUAL l?ATIONAL INCOME ( ____ II -----I 

C REQUIREMENTS OF CIVILIAN ECONOMY (----I' -----I 

ECONOMIC WAR POTENTIAL I8 B tinus C 



CHART 4 

ECCNGMIC WAR PCiTENTIAL= A + B 

Excrsr ~noolrcr~oii 

II PERC~MTA~E OF 

NORMAL Nl. 

1101AL I”CCY~ 50 - 

40 - 

30 

20 

IO 

B 
REOO:TiON I" 
slslrirx E,conowr 

I" FERC~"TABE OF 

NORUAL NATIONAL 

IRCOUE 

IN WORLD #/AR ii 

p= tana 

I I 
/ USSR IN WqLD WAtp II + (7% 

/ / I I 

XI 

CONDITIONING FACTOR 
(Index of Industrial Output Per Capita -se-- ----- ---- 

U.S. lOm-- 

p is Percentage of Normal National Income available for Economic BFm Potential 

I is Conditioning Factor (Index of Industrial Output per Capita - US. 100) 

N is Normal %tiOlltk~ Income; 

'_.d' -i:, 
---k... 

-.$ 
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