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e COLONELT. RINDLAUB- This morning we are going to start out a new
" branch course of the college curriculum. The Economic Potential
Gourse takes up, in addition to economic potential, the subjects of
economic warfare, economic :Lntelllgence, and international economic

- relations. : : :

- I hope we didn't throw you completely with the curriculum book.
I know it is a thick one. But after we have the conferences this
afternoon and tomorrow at eleven, I don't thinmk you will have any
difficulty knowing what the ccurse is all about,

. We.don't claim that the course is an easy one, because it isn't,.
But all of us in the branch feel that it is an extremely interesting
one, interestn.ng to the point of fascination, almost; and we hope
that you will all feel ’c.hat way about the course after you get into. it.

_ Most of you will be working on problems which have never ‘been
solved, and that definitely puts the course on the postgraduate levels
You have heard speakers say that nobody was studying this business of

- economic potential. I think you heard a speaker a couple of weeks ago
- say that. Actually there are lots of people studying it., It is of the
greatest concern to the govermments of many nations today. o

You have had some little introduction to parts of it in the lec-
tures which you heard last week from this platform and from the War
College platform on Friday afterncon. I think after you get into it,
you will realize why the speaker shied away 80 quic}ﬂy from the sub;; ect
that he was assigned to talk on. , )

This course in economic potential is one of the two wmd-up
courses of the Economic Mobilization Course here, of your whole yearts
course. It is one of the two courses in which you will be cons:.derlng,
using, and applying all of the things which you have learned in your
earlier units of the course. It summarizes everything you have had
before from the international angle, in much the same manner as the
Economic Mobilization Course, which comes at the end of the ysar,
smmna.rizes it on the domestic or national side.

c I an no’o go:.ng to take time ‘bh:l.s moxrning to talk about the admin-
: istrat.ive conduct of the course, You have all had your curriculum
. book; and, with further explanation, I think that side of it will
‘become clear to you. However, I do want to take just a moment to
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identify the members of the Economic Potential Branch., I think you
already- know them., I am sure you have met them on various jobs during
the year. But you may not identify to which branch these various
individuals belong. ’

The regular members of the branch are Captain Alexander--Alec,
will you stand up?=-Colonel Monroe T. Smartt, Colonel Bernard Waterman,
and Colonel John Wing, In addition, Dr. Andy Kress, from the Procure-
ment Branch, is going to help us out and give us some much-needed
assisbtance in some of his speclalties. In addition to that, he will
be the instructor for one of the large committees., ’ R

- We also have with the branch in a consulbant capacity during the
period of the course Dr. Charles Quigley, from Georgetown University,
We are very glad to have him with us. His work will be mostly to' help

the students in their studies in the Soviet area. Lo

- Now, let us get back to economic potential. This morning I am
going to give a bit of introduction to that subject. My talk is going
to come the closest in relation to strategy of any subject which you
study at the Industrial College. I am going to talk about things -
‘which form the basis for nilitary strategy,

A str.a.tegic, plan is useless as a guide for combat forces unless )

- there is a productive ‘capacity of the country and g manpower reserve t

- support that plan, The armed forces are dependent, you all know, upo;
the quantities of supplies, equipment, and persomnel which can be
furnished from the civilian economye. It has béen centuries since armed

forces were really on their oWn,

 But everything which the civilian ecgglonw produces is nbt’ avail-
able to the armed forces., The civilian economy has to be sustained,
that is, the civilian has to be sustained if any production at all is
to result. o IR '

While it is always essential that we understand the power poten=
tial of our own Nation, it is also vital that we understand the power
potential of any enemy nation or bloc of nations. We are really -
interested in the comparative powers of blocs of nations, not the '
powers of single nations. : ‘ S

1f we are to understand the power of nations, the only logical way
to go about it is to Separate this power into elements 5 then look over -
all of these elements and separate from the various elements a base upon
which we can start to builde We want to dig out a base which doesn't
change too rapidly, a base which will allow us to analyze first the
elements of the base and then add cther elements and see how they affect
the base elements. In the Economic Potential Course we are going no
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~ further than’ ";s/ettlng up this basé, but we are going to consider the
effect of other elements upon these base elements.

- I like to think of national power as: an axe, wielded by a power-
ful hand, Within this axe, the handle and the hand, are ‘all of the .
elements which compose na.tional power.

Chax'b 1, An Axe, following page.vAs you can see, the armed
forces might be considered as the cuttin edge of this axe. They -
are only a small part but they are a vital part. But the cutting
edge of the axe is useless without the weight of those things which
make up the head of the axe and carry the cutting edge into whatever
material it strikes. The head of the axe itself is useless without
the handle, for it is the handle which allows manipulation of ~ls?ne
8X€Ce And without the hand, of course, the axe lies unuseds :

Let us see what makes up the weight beh:.nd the head of the axe.
Directly behind the armed forces we have the munitions indistries,
those industries which produce items unique to the requirements of the
armed forces. These are the industries which must be expanded a
hundredfold in time of war. They are the industries which grow
through the conversion of our: nomal mamifacturing industriess.

And beh:.nd the munitions industries we have two groups--the mani-
fasturing industries and the service industries, If we are to analyze
national power, we must find out what these two groups of industries
do, what they produce, how fast they can be expanded, how fast they can
be convert.ed in a total war sz.tuat:.on.

The manufacturing 1ndustrz.es, as you all know, are the industries
which take raw materials and ¢onvert them into end items, end items '
required by both the armed forces and the civilian economy. -The
service industries are those industries which furnish the power and
which make the wheels of the factory go; the transportation facilities
which carry the raw materials from their sources to the factory and
 the end items from the factory to the consumer; and the commnications
industry which allows commmnication between the different parts of the
Nation=«the doctors, the wholesalers, the lawyers, the brokers, and
all these other ma.ny, many agenc:.es which give service to the rest of
,the Nabion.

If we are going. to ers’oand completely the power of a nation,
we must find out W icture of these industries is, what kinds
of thing“s: the many industries px‘oduce. Do they produce heavy’®
goods in the main or are t ey limibted to light items, such as textiles?
Are they a mass production type of industry? Is industry equipped to
lay out and plan new plants for mass production? How rapidly can these
industries be converted to wartime production in time of war? What is
the status of the technological development of these industries? How -

efficiently do they produce? How rapidly can they be expanded--by
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taking on additional shifts? And, for the service industries, how
rapidly ¢an their services be expanded? All of those things we must
study and we must know if we are to understand the pc’oentzal power of
a nation :Ln tn.me of tota,l war. " '

)
s

L Of course, ‘behind these manufacturing and service mdustries, ‘and

furnishlng to the manufacturmg industries the raw materials which the
marufacturing industries use in their production of ehd items, are the
extractive industries: those industriés which take from the surface of =
the ground and under the surface of the ground the raw materisals which"p
the manufacturing industries need; the agricultural industry, both sub- .
sistence and industrial; and the mining and petroleun industries, How
fast can these industries be expanded in time of war? Can they ra.pidly
make use of submarginal sources of ore, sources of ore which are not
econonical to dig out. in peacetime? Alls of those considerat.ions musb
be examined. - . :

: Then, behind the exbractive industr:.es and enabling them to i‘unc-
tion are the material rescurces of the country. And together with the
material resourcesy of course, we have the human resources--both oi’
these must be considered very carefully.

Taking first the material resources, we mizst examine what material
resources we have. What are our potential capacities for producing if
we expand our exbraot-n.ve industries? Where aré we short of materials?

. We have. heard plenty about the fact that we are short of mater~
ials. There is no nation in the world today which isg enﬁirely self- ..
- sufficients Every nation has to go outside its ‘borders to. get some of
. those things which are requzred by a modeérn mami actmring inthxstmr. '
And this is more nearly true than ever when you get in the field of
munitions production. Here we have to know exactly wha’o our regources.
are and where we are short.

- On the manpower resources side, we have to krow the size oi' our
total population and the size of our labor force; then, even more
important, the size of our labor pool (that is, the people not in the
labor force at the present time but who can be utilized in time of war
to expand the labor force). v

, In addition, we have to kuow the obsta.eles to conversion of that
labor force to wartime industry, how mach the labor force is going to
~resist shifting from one part of the country to another, ¢hanging the °
type of jobs We have to know the skills within the labor force :ln

order to estimat?® what it can do if total war comes. ‘

- Next we have an element which is very important because it allows
us to make up for our shorbages of raw materials, that is, our foreiga
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economic relabions.. They are becoming more and more important all
the time. I am not going %o discuss them now for we have a lecture

aférefice. on them tomorrow. . . ..

‘Behind all of the things which I have talked about in the head

of the axe ye have the land itself, the very ‘base for our whole econony.,
And here we must. examine its size, shape, surface. configuration, clie
- mate, and soil. It is obvious that a long, narrow country like Chile,
bisectéd longitudinally by a.mountain range, is not going to be able

to transport things internally and unify itself nearly as easily as a
relatively flat country like France. - And, so far as shape goes, France
is more or less compacte. Chile, being long and narrow, is at a disad-
vantage in many wéjg‘,' L L : . o

' The physical and chemical characteristics of the soil itself
Tect the ability to produce agricultural items and the ability of a.
country to feed its population and become, at least in so far as food
goes, self-sufficient. .Climate has a great effect not only on agrie

cultural and timber production, but also, in the past, it has had a -
considerable effect on the very strength and vigor of the population

of nations. |

.. I bthink that is enongh.talk about the head of the axe. You can
~'see ‘that, the major part of that head is not the armed forces. :Tt is. .

the things behind the armed forces and the way those things can be
utilized for their direct support.

~I'said the head of the axe was useless without the handle. By ..
the handle I mean the Government. When I talk about government, I do
not mean the form of government. For the purposes of this analysis,
it is immaterial whether a government be socialistic, totalitarian,
communistic, or democratic. What we are after is the effectiveness of
-the Government in a cold, logical waye. In all of this analysis we must
divorce ourselves completely from any ideological, traditional, or
emotional feeling, It is a very difficult thing to do. We all know.
what we think of as the best type of govermment. We all know what we
think of ‘as the way the Government should gain the support of the people.
- But for the purposes of this analysis we are not interested in that.
We are interested in the effectiveness of the Government in handling
national and international political, psychological, and econonic
questions, in the ability of the Government to gain the involuntary
or the voluntary. support of its people; through incentive, patriotism,
control, or even through fear and terror.  We mist make a very careful
study and analysis of this effectiveness of the Government if we are.
~to understand the power potential of a matiom, . - -7 . ;

., And last, as I said, without the hand the.axe lies unused; the hand ,,
is the will of the people.  And here we get into one of the most diffie-
cult’ of all the aspects of this study of national power.

6
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How far will the people of 'bhe United States in time of to'baf W
accept lowered standards of 11v1ng and at the same time maintain a
maximm of prachlct:.ve erforb? How far will the people of other nations
in the world actively support their governments, voluntarily or invol-
untar:.ly, when it comes to a showdown? :

It is only through a detailed study and a carei‘u.l study of the
history, the idsological and psychological concepts, the traditions,
and of all of the other factors which affect and influence the popu= =
lation that we can get any insight at all into this will of the people -
to supporb a govermnent. o

I think I have covered the slements of power, you can see ‘ohat
it is quite a complex stuctsr. It is not one which is susceptible to
mumerical answers. There are too maxv intangible factors tied up with
it all the way through.

The other 1og:|.cal way to approach a complete analysis, as I said L
before, is for us to separate some base on which we can start to build,
We want to separate a base which is not affected rapidly by political
factors, by the équipment and state of training of the armed forces,
by ‘the size of the armed forces “themselves, which is not affected by
current stra'begy, for that may change rapidly. The logical thing to
do then is to separate the economic elements, for most of these -do not
change rapidly, and use these as a base for the further development of
axw study of national powers. . ‘The economc elements are as follOWS‘

e lvsical geo:graphy.

2; :Popula',i'.ion.'

36 Natﬁral resources.

Ll i’ro&mtion facilities. 4
5. Foreign economic relat:.ons.

I.f.‘ we look over these elements caremlly, we find that we can
separate the five elements which I have listed here. These are:
physical geography--the size, shape, terrain, climate, and soil of the
country; population--its size, convertibility, and skills; natural
resources--what materials do we have? What materials can we have in
time of total war? Where are we short of materials? What critical
materials do we need that cannot be gotten without going outside our
borders? Our production facilities--that term does not quite express
_what we want to express, so we are searching for another temm. By
production facilities we don't mean only the pbysical plant which
exists; but, we mean to inclunde within that term the characteristics
of our mchstry, its convez*b:.bility, its expansibilzty, its technical
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status, and all of those other things which affedt the ultimate produce
tion in time of 'war, Then, last, our foreign economic relations--as I
said before~-allow us to make arrangements by which we can bring into
our country all of the critical raw materials lacking in a total war
situation. o o

The study'of economic potential is really a new study. It has .
only been in the past decade that people have begun to realize that a
knowledge of a country's productive power was essential to a determi-
nation of strategy. And timewise the Industrial College is pretty far
ahead, as a matter of fact, it is ahead of most government agencies,
in the over-all consideration of this subject. It has for many years
been studied here. Today other government agencies are, increasingly,
- enbering this field. Of course they are getting into the game in
detalls and with sciéntific approaches that are not possible here.

Wow, let us see what we are really talking about. If we are going
to find out the total power of a nation, the power of a nation in time
of war, the power of a nation to support the armed forces, the first
thing: we want to do is to find out the total productive capacity of
the nation. ' o ‘ ' ’

I said that part of the productive capacity had to go to sustain
the civilians, and it is a large part. So our next step, then, is to
determine what part of the productive capacity mist go to the civilians,
Then, if we subtract what goes to the civilians from the total, we have
left the productive capacity that is available for the support of the
armed forces. o _ : ,

Chart 2, Economic Potential, following page.--The total productive
capacity of a nation in a total war situation we call the "economic
potential® of a nation. I purposely didn't define it before. That
part which is left for the support of the armed forces in a total war
situation we call the "economic potential for war" of a nation.

It sounds easy. But, what happens when we get into a war situae
tion? Many speakers used to talk always asbout a minimum production
for civilians as what we wante Let us see what happens if we consider
only this minimum production,

The production by civilians is dependent upon the incentives
which -the civillan population has to produce, isn't it? As you reduce
those incentives, you are going to reduce your total capacity to pro-
duce, or your total -economic potential. You are reducing those incen=
tives: by taking more from the civilians and giving it to the military.

As you take more from the ecivilians and give it to the military,

it appears that ‘your support for the armed forces is going to increase.
But it is going to increase’only if your total circle does not decrease.
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Now, you are decreasing your total circle as you take away things
from the civilian economy, as you reduce the incentives of the civilians
to produces So a point is going to be reached somewhere, sometime, in
this process of taking away from-the civilians where the reduction in
the total economic potential of the country, due to that taking away

~from the civilians, is going to exceed the gain which you make in
support of the armed forces. :

L

There is really an optimum production for civilians that we are
looking for, and that we should determine, if we are to plan national
strategy correctly, and if we are to determine the economic potential
- for war, which is the maximmm we can have in any total war situation.

It is not a question of grinding the civilians down as low as you can
grind them to get the most for the armed forces, because that is not
the way you are going to get the most for the armed forces. The Governe
ment must balance things so that you have an optimum production for
civilians, Of course, that is an extremely intangible and indefinite
things The best thing, the only thing, you can do is to get an esti-
mate, as close an idea as you can. . '

Even on this matter of economlc potential, a great many economists
have in the past felt that a numerical comparison between nations could
be arrived at. Some of them have tried to use things like gross
national product, or the.percentage of the population engaged ‘in ‘agrie
culture, or the production of certain basic comnodities; and, taking
that small number of thihgs, have compared them and ground out a nice
set of figures and come up with a chart showing that in the past the
comparison of the economies followed a definite curve, which they
calculateds They then extended that curve into the indefinite future
and asserted in effect that by going up the vertical axis which repre~ -
sents any year--1950 or 1970 or what you wille-we could pick off the
fubure relationship between the economies of the countries treated.

Most students of this problem today feel that a definite numerical
approach to the problem of the comparative measurement of the poten-
tials of nations or blocs ‘of nations is entirely unrealistic; I am
wholly in agreement with that conclusion. There are too many camplexi-
ties and too many intangible factors which can completely warp definite
statistical predictions, even if the historical analyses of data could
be considered roughly correct. _ ’

There are many pitfalls that you can get into in this game. I will
give you just a couple of them. P ]

‘Last spring I heard a rather high-powered lecturer, who said that
~ he had data which proved very definitely that the production of the

Russian laborer was one~eighth of the production of the laborer in
the United States. That didn't quite jibe with most of the figures
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that I had seen in other places, so I spent a good part of qu:.te a
few days trying to f:.nd cut where he had gotten his 1ni‘omation, I
couldn’t find it. ' _

Then, one day I ha.ppened to look at some th:.ngs that were u.nder

 the cover of my blotter and noticed a little release from the Depart-

ment of Labor that I had all the time; a release that showed the working
time in hours that laborers in different countries of the world had to
work in order to purchase a number of common food .items making up a
breadbasket. That was fine so far as it went. It obviously was the
background for this speaker's talk. It showed that the Russian laborer
had to work about 7.9~-0dd times as long as the American to buy this
breadbasket.

» But if you think about it, you can see that th:.s comparison is
only good if the price structure--because the Department had arrived
at it through a consideration of prices--of the two countries was
exactly the same. It was good only if the length of time which each
- laborer worked per week, per month, or per year was exactly the same
in both countries. -

, Obviously, we ‘!cnow‘ that ‘the‘ ‘price' str,uctures; in the -Unit-ed States
and in Russia are not the same. In the United States, at least for
some agr:.cultural items, it is largely determined by supply and demand,
In Russia the price structure is entirely: artificial; it bears very
little relation to ordinary economic forces. Furthermore, we know
‘that the BRussian laborer does work longer per day, per month, or per
year than the American 1a'borer.

To take another example, natlonal income is often poz.nted out
as an indicator. Bul before the Second World War, China had sbout the
same national income as the United Kingdom. Does anybody think that -
China had the economic potential of the United Kingdom? Of course note.
- The difference of populations is so great, and the absorp'bion of the
- production of the country within the cmntry 1'bseli‘ is so great, that
there is really no compar:.son. : ‘

I could go ahead and give you example after example, but I anm
not gomg to take up time with them this mornings I think I have
given énough to indicate to you that there are lots of pitfalls in
picking out specific things. You just have to consider everything to
try to get an absolute measurement of the economic potential of amy
, country. . _

Bu'b-really;it' i‘s not ther-*econonﬂ.c potentials ofnsingle,countries
that we are after: We are after the much less difficult comparative
measurements of the economic potentials of two or more countries. or
blocs of countries. What we are really after today is a comparison
between the economic potential of the Soviet bloc as against the western
nations. And that makes it easier. We can, by a study of all of the
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backgrbuiidv element.é;, ‘get an .é.pprox’:i.mate‘,ide‘a of what the "relativne
economic potentials are. If you stop to think about it, we must have
that approximate if we are going to have any logical national strategy

... But, even if we have the potential at some date in the future,
“estimated as of today, that still isn't our whole problem. Wars don't
'stop and start in a day. As you know, it takes maybe two, two and a
half, or three years to get the industry of a large nation rolling.

So if we are making a complete study, we have to study not only what

~things are going to be at a certain date in the future, but we have
to also discover the trend in all these elements, what is happening .
in all of these parts of the econamy that we are analyzing, as the

- years go by. And there are quite a few things that we can look at that
will give us a fair idea of what may happen to the productive capacity
of a country, as the years go on. I will run over a few of them very

briefly. .

- You remember back in the Manpower Course you saw the manpower
pyramid or population tree, as the demographers call ite. It is per-
fectly obvious that if there is. an unusually large bump on the male
side in the teenage and primary school bracket, it means thﬁ, as this

bump gets up into the labor force, you are going to have atvery :
considerable and unusual expansion in the sigze of the labor force.
Other things allowing those people to be employed, you are going %o

- have an increase in the poténtial productive capacity of the country.
: . ‘ N .\

: If you see in a state or a nation that it is intensively increasing
the mumbers of lower technical schools, that it is training day by day
more and more skilled and semiskilled workers, then you can fairly :
estimate that there is going to be .an inerease in the productive capacity

of the nation. . A ‘ ‘ _

We will now look at the gross national product of a nation, the
total capacity of the nation to produce--I don't mean to get into
- economic terms here too miche We use the word Meconomic" here in the
college for almost everything, - Perhaps that is unfortunate.. But I
think we have heard enough to understand that the gross national ,
product is simply a monetary measure of the total productive capacity
of a nation and broken down does indicate the structure of the industry
in the nation. = . , :

If we see that one nation is putting a relatively large propore
- tion of its gross national product into investment -goods, into the
building of factories, plants, dams for power, and all such other
types of things, then we know that country is going to have the ability
. to produce much more ‘rapidly when those facilities are completed, And
if we are considering a nation somewhat like ours has been in the past,

12
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one which spent a great part of its productive capacity upon the
creation of luxury items, only a small part of its production going
into capital goods, comparatively speaking, we see that one nation is
spending’ a larger proportion than others on these luxury goods; then,
it looks very much as though the nation which is spending most on :
luxury goods is not going to increase its productive capacity in the -
future as rapidly as the nation which is creating capital goodse.

There are many other things like that you can look -at. For
instance, there are trade agreements. If a nation has just entered
into a long-term trade agreement which is very favorable in so far as
international economic relations are concerned, then:that probably
means the nation will be able to get new resources easier and cheaper
than it could before and mll tend to increase its procmctz.ve capac:.ty
in the :L‘u'bure.

Similarly, if one of these nations shw.ld discover a large deposit
of some raw material which is greatly needed by its industry, that '
indicates again that, in the future, when the deposit is developed,
there will probably be an increase in the productive capa.cit;y' of the
nation. .

o ' We have to look over all of these elements whn.ch make changes

in the growth of the productive capacity of a nation if we are to measure
the economic potential, and t.he economic potential for war, of one nation
against another. .

I have gone over the elements which ma.ke up the total power of
a nation, I have run over the elements which we separate and call the
- base elements. It is those elements which you will be most concerned
with in your eourse for the next six weeks--~that is, most of you.

But I do want you to consider and remember that those elements
by themselves, even considering that we have the contributory elements
which affect them~-the military equipment as a pool or as a stockpile -

--of productive resources, and so forth--you haven't the whole answer

“‘until you consider the things which may completely throw all your
analysis of those particular elements completely out of kilter. They
are those things which are concerned with the will of the people, at
least in the western nations. Let us limit it to the western nations
when we talk about will, because you may trip me up very easn.]y onn .
this matter of will when you talk a‘bout Russia.

Ramerber that there is one factor which may overshadow your stucv
of all of the elements which you consider in this Economic Potential
Course, and that is the will of the people., It is only by a thorough
consideration of all of these psychological, 1dsologlcal, and: tradi-
tional factors which influence people that you can. come up with a.ny-
thing approximating a reasoned result in your st.udies here, The axe
lies unused without a hand to wield it,
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GENERAL HOLMAN: May I ask the first question? Your conclusion -
dealing with the will of the people was very clearly and expertly
expressed, I think., On the other side of the ledger, though~-and I
don't think we should ever forget ite-is the will not to do, what
people will refuse to do under certain conditions. You might even -
call that the won't of: the peoples You might be willing to develop
that just a little bit. . . R

COLONEL RINDLAUB: That is the big question in the determination
of what is the optimum production for the civilian population. How.
far will you and will your wife accept in time of total war the con-
trols which make it necessary for her to give up almost all of the’
luxurities which she now has, give up the use of her freezer if some
part breaks, to give up the use of the television when a tube goes
out, to give up the use of her electric sewing machine when something
breaks on it or it may be that you just can't get needles? How far is
the worker -going to go along with continuing to work when he is getting

- pretty good wages, but he can't spend them on anything?  How much is
the worker going to produce if you put in a program of enforced savings
and skim off his excess buying power that way? Is he going to continue
to work and continue to support the Government as actively as he did '
before you start to apply these controls, regulations, and things which
result in this reduction of his standard of living?

.+ And T don't think we ought to fool ourselves fob a mimite on this
standard of living business. You have heard from this platform that
if we get into a total war situation, our standard of living, our perw
centage of the total productive capacity available for the civilians,
is not going to be anywhere near what it was during the last war. In
the last war it increased actually all during the war. If we get into
a total war situation the next time, it is going to go pretty close
down to rock bottom. I think most students of the problem believe
that at the present time. So one of the key things which has to be
determined in all of this study is at what point the civilian is going
to stop actively supporting the objectives of his goverrment,

QUESTION: I think you put the shoe on the wrong foot. I think
we have to worry more about how much the military can take in terms
of a long=time ware If we have to have another experience like the
Angio beachhead or the air raids over Berlin, where we had to limit
the mumber of combat flights to 25 in one theater as compared to 70
in the other, I think we would have to be looking a little closer to
what the military people can take, not what the American people can
takes T am just wondering if you have considered that approach.

COLONEL RINDLAUB: I am not quite sure that I am clear what you
are getting at.- SRR : » : ~

QUESIION: In't.alking' about the will of the people and the won't,
I wonder if we are not worried more about what the civilian's will and
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won't are as compared with the m:.l:x.tary will and Won't in ‘case we
did have a 1ong, hard war: to f:.ght.

COLONEL RINDLAUB. I don"c. know whether you can say that we are
worried more about one than the other. I dontt think the people in
general are worried aboub what the military will- do in case of a show=
down, However, in this particular study in which we are :.nvolved, we
are not cons:.derlng the ml:.tary.

Let us ‘make th:x.s clear. ‘We are not considerlng the ’c.ra.im.ng and
the equipment of our armed forces. We are not considering how they are
going to act. We are not dealing with military strategy. We are

~interested in the size of the military forces only in one way really,
and that is the size of the military forces in being as a pool of ‘
personnel which has already been converted from its civilian occupations
to the xru.litar.sr. We are interested in the equipment of the armed forces,
the equipment in being, not with the type of equipment or the effec- ,
tiveness of the equipment, but merely the equipment in the hands of the
amed forces as a stockpile of productive. capaclty, because that, of
course, ha.s an effect on your potential economic capab:.litles.

- I am not trying not to answer. Yyour question, But who can say
which is most important? That is one subject we are not considering
as a par‘b of this courses That doesn‘t come into our study.

QUESTION' In your axe dlagram where do you fit the medium of
exchange, the money, the financial condition of the cmmtr'y, taking
as a warning example France right now?

‘COLONEL RINDLAUB: Money as such does not fit in at alle Your
details of the currency arrangements we actually don't consider at all,.
Isn't your WOITY Over money entirely a worry over the confidence of
the people in their governmental structure, in the effectiveness of
the Government? < If you have the confidence of the people in the
effectiveness of their Government, then that automatically enables
the Govermment to handle the financial burden of carrying on a total
war withoub a.twthlng else. The arrangement under which you handle the
‘monetary side in time of total war-~]1 am not talking about time of
peace, but only about time of total war-=is all dependent upon the
confidence that the people have in the ef:f‘ect:.veness, in the audgment
and wisdom, of their Government.

‘ COMMENT: It appears to me that most of this discussion has been
geared or aimed at the democracies or true socitalism or true canmmnism,
It appears to me that in a totalitarian na‘t:.on your hand and handle
would be reversed in your d:.agram. :

COLONEL- RII\IDIAUB.- All rights You can very well szy that, I 'bh:.nk.
You have to substltute a.nother word for "will," Ii' you are talking
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about the Russn.an side, t'm.ll" is not t.he correct word, I tHink I
hedged when I said that and said "will of the people of the western
nationss! It is the hand of the involuntary support of the population
because.of fear, terror, or other measures that have to be substituted
for "will® on the other side., Now, one of the big problems is: Is it
as: ef;_t‘ectlve a substitute? ' ~

QUESTION: I assume that the only purpose of arriving at the
economic potential of various countries is to compare the twoe If you
are going to compare two or more, the normal way is to have some common
measuring stick; and the usual measuring stick is a monetary measuring
stick=-dollars or something like thate Bubt I don't see in this case
how a measurement of the economic potential of one country in dollars

.is-any comparison with the economic potential of another country in

. ~dollarss  One may have an entirely different economy which may produce
" a lot of heavy goods, whereas the other is producing a lot of light
goods. Their dollar value may be the same, but it certainly doesn't
mean that they have the same economic potentiale. So what measuring
stick are you going to use in approaching this comparison?

COLONEL RINDIAUB: You have very nicely, and better than I could,
set out.a large part of the problem that this committee is considering.
That is exactly the type of thing that it is going to consider. Do
you use physical quantities? Do you use some international monetary
unit? .

You are absolutely right, That is one of the big problems of
this whole affair. It is one of the most difficult aspects of this
whole subject. How are you going to reduce the productive capacity
of the different nations to some basis which makes them really compar-
able? ' : .

QUESTION: I am wondering what the practical application is of
this study of economic potential. Suppose, for example, that we com-
pared the United States with the Russian economic potential, and we
conclude that our economic potential is greater. than Russials. Suppose
that Russia studies it and reaches the same conclusions. It is not
going to deter either of us from following our objectives which we have
determined entirely apart from any study of economic potential. Where -
is the practical applicat:.on of that? s

COLONEL- RINDLAUB: The practical applicatlon is 1n the determination
of your national strategy itself. If you think that the potential eco-
nomic power of one group of nations is much greater than the potential
power of another group of nations, then the nation with the greatest
power potential in the future is more apt to base its strategy on a
long~term war, It can. more readily rely upon what will happen over a
period of years during a war. Whereas the one with the smaller poten-
tial productive capacity has to figure on cleaning up a war right awsy
or knock out the potential productlve capacity of the other nation.
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, Now, that is a very limited answer, I know, but. that is the most
a.pparent applica'olon, I think, to national ‘strategy. It does have a
great effect on national stratey. ‘ - o

' GENERAL HOLMAN. Economic pot.entlal sounds like J.t is on the plus
side of the 1edger--on what you have, But these studies also show
very important shortages, deficiencies which, if properly understood
and exploited from the other side, it is a pretty good thing to know
abouts It is those weak links in the chain which I th:x.nk it is very
important for anybody to know about.

v COMMENT: * I wonder if perhaps undue emphasis is not be:.ng placed
on the effect of the civilian will to produce. It seems to me that
what is really going to affect production is what kind of war we are
going to be forced into, whether it is going to be by another Pearl
Harbor or whether we are going to be: finally needled into an aggressé.ve
war ourselves. A )

COLONEL RINDLAUB: You are entirely rigt&. I chlibe'miew sbwed
away from that, for this reason: That when we set wp a base for our
‘economic potential, we want to set up a base which is not affected ty
strategy or by any specific location of the field of operations.

Now, the instant you start to get beyond that elanentm base aud
start bringing in the enemy's strategy, what ihe enemy is going to o,
and base your economic potential study om that, then you are mot sebbing
up a broad base. You are setting up samething which is omdy applicable
to a spec¢ific situation. That is why I tried to stay auay from that
element. ,

COMMENT: I am not entirely satisfied with that answer, Colonel.
It seems to me that in order to know our economic potential, we must
know cur strategy--what sort of war we are going to fight and how the
enemy is going to fight a war. Are we going to have the biggest Army,
Navy, and Air Force? When we meet on the field of battle, are we going
to meet the enemy's streng’oh, or are we going to meet his weakness?
‘I think our econamic poten’oial depends on the kind o:r war we are going
to figh‘c.

COLONEL RINDLAUB: That is a little bit like the question of the
chicken and the egg. Are you going to determine our national strategy
and then figure out our economic potential on that basis; determine our
national power from that strategy? Or, are you going to set up a base
on which you can determine logically the national strategy? Which one
are you going to take first? I prefer taking up my economic base which
will give me some logical method of developing national strategy. That
is a matter of preference, maybe.

_ GOM{EZM‘ Along that, same lme, it seems to me that the will of the
.people 1s pretty much the crux of this whole deal. If we are going to
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compare the will of the American people with that of the Russians as of
today," there has to be-some’ factor on which to base the comparison. -
Otherwise we are going to be comparing the will of the people at the -
time of an alleout war situation and we will have to be assuming what
that will is, becayse'if a war is declared, the will of the American
people can be altered in twenty-four hours, depending on what sort of
war it is--whether a bomb is dropped on Washington or whether we hit
CMostow first. - S
COLONEL RINDIAUB: We are certainly dealing at the present time
with what is an art and not a science. There is no getting away from
that."” We are not going to get any exact answers on what the will of
the people is going to be. We are going to have to work on assumptions
of what it will be in a total war situation. It is going to be a ‘

situation that this country has never yet seen; that is what we are

‘expecting if war comes.

.. Now, you may say that we don't have any data to base our conclusions
on.” Well, we don't so far as definite things and historical things are
concerned. But we do know something about how the American people react.
We do know something about how the Russian people react in various :
situations, 'That is why I said it is necessary to study the history
of the people--their ideological concepts, their traditional concepts,
their political concepts. o ’ :

Pt COMMENT: My point is that I think we have to make the best assunmp-:
tion we can as to what kind of war it is going to be at the time we
- make our evaluation of the economic potential. ' '

COLONEL RINDLAUB: No. I don't think so. If you figure on a total
war situation, there are not too many alternative possibilities. You
can call it an assumption if you want toj call it a considered guess=~]L
don't care what you call it. But you will have to develop somewhere in
the back of your mind some thought as to what the reaction of the people
of:-the United States and of the other nations is going to be if a total

war situation develops. -

This is a point that can be argued for months; I know, because We
have done it. I don't care whether you call it an educated guess or
not but it is something that you have to make, based upon your best
knowledge Of” all _the things about a people that you can dig out.,

" " 'Now, we are not expecting during this colirse that you are going to
dig“deeply into the background of all the ‘peoples in the world, Of
course ‘there isn't time for that. This course, we hope, will give you
some broad understanding of the principles which are tied up in all
those things. And we hope that some of you may get some ideas that no
one else has on how this thing should be approached. There is a wide
"field for original ‘effort here; there is nobody who is too sure about

what is being done or should be déne.
(21 May 1952--350)S/i3k
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