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Dr.  Co l in  G r a n t  C l a r k ,  D i r e c t o r  of R e s e a r c h ,  E c o n o m e t r i c  I n s t i t u t e ,  
I n c . ,  F e l l o w ,  E c o n o m e t r i c  Socie ty ,  and D i r e c t p r  of R e s e a r c h ,  Oxford ,  
was  b o r n  in Eng l and  on 2 N o v e m b e r  1905. He r e c e i v e d  h i s  M. A. d e g r e e  
(Oxon), and a n o t h e r  M. A. d e g r e e  (Cantab) .  He took a d e g r e e  in  C h e m i s -  
t ry:  F r a n c e s  Wood P r i z e m a n  of the Royal  S t a t i s t i c a l  Soc ie ty .  He was an 
a s s i s t a n t  to the l a t e  P r o f e s s o r  Al lyn  Young of H a r v a r d ,  and has  b e e n  a 
l e c t u r e r  at  C a m b r i d g e  and a v i s i t i n g  l e c t u r e r  at  the U n i v e r s i t i e s  of M e l -  
b o u r n e ,  Sydney,  and W e s t e r n  A u s t r a l i a .  He w o r k e d  on the  S u r v e y  of 
London  Li fe  and Labou r ,  1928-29,  and the s o c i a l  s u r v e y  of M e r r y s i d e ,  
1929-30.  He was on the s taf f  of the E c o n o m i c s  A d v i s o r y  Counc i l ,  1930- 
31. He was U n d e r  S e c r e t a r y  of State for  L a b o u r  and Indus t ry ;  D i r e c t o r  
of B u r e a u  of I n d u s t r y  and F i n a n c i a l  A d v i s e r  to the T r e a s u r y  of Q u e e n s -  
land .  A m o n g  h i s  m a n y  pub l i c a t i ons  a re :  " E c o n o m i c  P o s i t i o n  of G r e a t  
B r i t a i n "  (with  P r o f .  A. C. P igou) ,  1936; " N a t i o n a l  I n c o m e  and O u t l a y , "  
1937; " C r i t i q u e  of R u s s i a n  S t a t i s t i c s , "  1939; " T h e  C o n d i t i o n s  of E c o -  

~ e s s , "  1940 ( r e v i s e d  ed.  1951 and 1957}; " T h e  E c o n o m i c s  
of 1960,"  1942; " A u s t r a l i a n  Hopes  and F e a r s , "  1957; and m a n y  p a m -  
ph l e t s  and a r t i c l e s  in t e c h n i c a l  p e r i o d i c a l s .  He l e c t u r e d  at the Co l -  
l ege  in 1947 whi le  r e p r e s e n t i n g  his g o v e r n m e n t  at the I n t e r n a t i o n a l  
S t a t i s t i c a l  C o n f e r e n c e .  
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DR.  KRESS:  A d m i r a l  C l a r k ,  G e n t l e m e n :  Our  s p e a k e r  th i s  m o r n i n g ,  
D r .  Co l in  G. C l a r k ,  i s  the D i r e c t o r  of R e s e a r c h  at O x f o r d  U n i v e r s i t y .  
T h i s  pos t  a l l ows  h i m  to c o m e  to th i s  c o u n t r y  f a i r l y  f r e q u e n t l y  to m a k e  
l e c t u r e s  and to t ake  p a r t  in r e s e a r c h  p r o g r a m s .  He was  a n n o u n c e d  as  
a D i r e c t o r  of R e s e a r c h  of the E c o n o m e t r i c  I n s t i t u t e  of New Y o r k  Ci ty  on 
10 Ju ly ,  and s i n c e  tha t  t i m e  we have  b e e n  b u s i l y  e n g a g e d  in t r y i n g  to get  
h i m  h e r e  at the e a r l i e s t  oppo r tun i t y ,  w h i c h  is th i s  m o r n i n g .  And i t ' s  
t i m e  enough ,  too,  b e c a u s e  he is  l e a v i n g  the  c o u n t r y  a g a i n  on 22 S e p t e m -  
b e r .  

D r .  C l a r k  is one of t hose  e c o n o m i s t s  w h o s e  e v e r y  w o r d ,  w r i t t e n  o r  
spoken ,  a t t r a c t s  a t t en t i on .  Some  y e a r s  ago he  ga ined  an i n t e r n a t i o n a l  
r e p u t a t i o n  as  a p r e d i c t e r  of t h ings  to c o m e  and,  wi th  the  E c o n o m e t r i c  
I n s t i t u t e ,  he has  b e e n  w o r k i n g  a long  t h o s e  f o r e c a s t i n g  l i n e s ,  b e c a u s e  the  
E c o n o m e t r i c  I n s t i t u t e ,  i t se l f ,  is  i n t e r e s t e d  in p r o v i d i n g  f o r e c a s t i n g  
i n f o r m a t i o n  to b u s i n e s s  fo r  e v e r y d a y  u s e .  

But ,  a m o n g  a c a d e m i c  e c o n o m i s t s ,  Dr .  C l a r k  is known f o r  his  w o r k  
in the s tudy  of c o m p a r a t i v e  n a t i o n a l  e c o n o m i e s ,  and it is  on th i s  g e n e r a l  
t op ic  tha t  he is go ing  to t a lk  to us  t h i s  m o r n i n g .  

You wi l l  note  in the b i o g r a p h y  tha t  you have  tha t  one of h i s  books ,  
" T h e  Cond i t i ons  of E c o n o m i c  P r o g r e s s ,  " w r i t t e n  in 1940, w a s  r e v i s e d  
in 1951 and a g a i n  in 1957. So h is  top ic  th is  m o r n i n g ,  " I n t e r n a t i o n a l  
C o m p a r i s o n  of R a t e s  of E c o n o m i c  P r o g r e s s , "  will f u r n i s h  m o r e  i n f o r -  
m a t i o n  in the  i n t e r n a t i o n a l  e c o n o m i c s  f i e ld  f o r  e a c h  of you.  

D r .  C l a r k  was  h e r e  in 1947 at  the t i m e  of a v i s i t  to  th i s  c o u n t r y  in 
c o n n e c t i o n  with  one of the  i n t e r n a t i o n a l  s t a t i s t i c a l  c o n g r e s s e s  and spoke  
f r o m  th is  p l a t f o r m .  

Dr .  C l a r k ,  it is  a p l e a s u r e  to w e l c o m e  you b a c k  to this  p l a t f o r m  and 
to p r e s e n t  you to the C l a s s  of 1958-1959.  

DR.  c L A R K :  A d m i r a l  C l a r k ,  G e n t l e m e n :  It is v e r y  i n t e r e s t i n g  
f o r  m e  to c o m e  b a c k  to the  top ic  wh ich  was  the  s u b j e c t  of m y  a d d r e s s  



h e r e  11 y e a r s  ago.  T h e r e  h a s  b e e n  a g r e a t  d e a l  of  f r e s h  f a c t u a l  i n f o r -  
m a t i o n  s i n c e  t h a t  d a t e ;  o t h e r w i s e  I w o u l d n ' t  be  so  a n x i o u s  to  c o m e  b a c k  
to  the  t o p i c .  T h i s  is a f i e l d  in w h i c h  I h a v e b e e n  w o r k i n g  f o r  o v e r  20 
y e a r s .  

I first published some work on these international comparisons of 
productivity and income in Germany in 1938. It makes an interesting 

digression to note that in Germany in 1938 it was still possible to pub- 

lish objective scientific papers. It is difficult to imagine a foreign 
economist publishing a scientific paper in a Russian or a Chinese journal 

now. 

T h e  f i r s t  t h i n g  I m u s t  a s k  you  to do, g e n t l e m e n ,  is  to  put  out  of  y o u r  
m i n d s ,  o r  a t  a n y  r a t e  to v i e w  w i t h  a v e r y ,  v e r y  c r i t i c a l  e y e ,  t h e  i n t e r -  
n a t i o n a l  f i g u r e s  of i n c o m e  p e r  h e a d  c o m p a r i s o n s  w h i c h  h a v e  b e e n  pub-  
l i s h e d  by  U n i t e d  N a t i o n s .  My  r e a s o n  f o r  a s k i n g  you  to do t h a t  i s  t h a t  
t h e y  h a v e  b e e n  c o m p i l e d ,  m o r e  o r  l e s s  d e l i b e r a t e l y ,  on an  i n a c c u r a t e  
b a s i s .  P e r h a p s  I c a n  e x p l a i n  the  s i t u a t i o n  b e s t  by  s a y i n g  t h a t  the  s t a t -  
i s t i c i a n  who  p r e s i d e d  o v e r  t h i s  s e c t i o n  of the  U n i t e d  N a t i o n s  S e c r e t a r i a t  
o n c e  e x p l a i n e d  it to  m e  in  a v e r y  d e l i c a t e  l a n g u a g e .  He s a i d ,  " E v e r y  
s t a t i s t i c i a n  in m y  o f f i c e  h a s  to be f i r s t  a d i p l o m a t ,  and s e c o n d l y  a 

s t a t i s t i c i a n .  " 

When United Nations was formed, one of the subjects on which they 

had to bargain was how the contribution should be assessed. A natural 

enough suggestion was that each country should pay an assessment on a 
proportion of its national product or national income. This was very 
irritating to the Russians, who now had to submit, for the first time, an 

estimate of their national product and, if they submitted it as high as 

they had hitherto been claiming they would have to pay a high assessment. 

So they got a special clause put in that Russia and affiliated countries 

should be assessed on a different principle. 

But ,  w h e n i t  c a m e  to  a s s e s s i n g  a n u m b e r  of v e r y p o o r  c o u n t r i e s  in  
S o u t h  A m e r i c a  and  the  M i d d l e  E a s t ,  t h e y  w e r e  t e r r i f i e d  of h a v i n g  to  p a y  
an  a s s e s s m e n t  b e y o n d  t h e i r  m e a n s ,  w h i c h  had  to be  p a i d  in  A m e r i c a n  d o l -  
l a r s .  So the  s t a t i s t i c i a n s  f o u n d  a w a y  out  by  e s t i m a t i n g  t h e i r  n a t i o n a l  
p r o d u c t s  at  an  u n u s u a l l y  low l e v e l .  T h e  w a y  t h e y  did t h i s  did not  i n v o l v e  
a n y  f a l s i f i c a t i o n  of t h e  f i g u r e s .  T h e r e  a r e  m o r e  s u b t l e  p r o c e s s e s  t h a n  
t h a t .  (If you  t a k e  a n y  i n t e r e s t  in t h i s  m a t t e r ,  I w o u l d  r e c o m m e n d  as  
r e q u i r e d  r e a d i n g  a s h o r t  book ,  c a l l e d  "How to  L i e  w i t h  S t a t i s t i c s .  " I t  
i s  v e r y  e n t e r t a i n i n g l y  w r i t t e n ,  and  fu l l  of v e r y  i m p o r t a n t  t r u t h s .  T h e r e  
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w e r e  s o m e  t h i n g s  in  i t  n e w  to  m e ,  i n c l u d i n g  s o m e  of  t h e  w a y s  in  w h i c h  
m e d i c a l  s t a t i s t i c s  a r e  h a n d l e d ,  a n d  h o w  an  i n d e p e n d e n t  r e s e a r c h  a g e n c y  
p r o v e d  t h a t  "9  ou t  of  12 of t h e  p e o p l e  w h o  s m o k e d  a p a r t i c u l a r  b r a n d  of  
c i g a r e t t e s  w e r e  f r e e  f r o m  h a y  f e v e r .  " Y o u  c a n  g e t  r e s u l t s  l i k e  t h a t  i f  
y o u  j u s t  go  on  l o n g  e n o u g h .  You  b r e a k  u p  y o u r  s a m p l e  i n t o  v e r y  s m a l l  
u n i t s  a n d  s e n d  t h e m  to  one  r e s e a r c h  a g e n c y  a f t e r  a n o t h e r ,  a n d  e v e n t u -  
a l l y  y o u  w i l l  g e t  a f a v o r a b l e  r e s u l t .  Y o u  t h r o w  t h e  o t h e r s  a w a y  a n d  
p u b l i s h  t h e  f a v o r a b l e  r e s u l t ,  a n d  i t ' s  p e r f e c t l y  t r u e . )  

N o w ,  in  i n t e r n a t i o n a l  s t a t i s t i c s  t h e  m e t h o d  i s  a b i t  m o r e  s u b t l e .  T h e  
m e t h o d  c o n s i s t e d  of  e s t i m a t i n g  t h e  n a t i o n a l  p r o d u c t s  a s  a c c u r a t e l y  a s  i t  
c o u l d  b e  d o n e ,  b u t  t h e n  c o n v e r t i n g  t h e m  to  A m e r i c a n  d o l l a r s  a t  t h e  c u r -  
r e n t  e x c h a n g e  r a t e .  O n  t h e  f a c e  of  i t ,  t h a t ' s  p e r f e c t l y  r e a s o n a b l e ,  a n d  
t h a t  i s  w h a t  h a s  b e e n  d o n e .  T h e s e  f i g u r e s  h a v e  b e e n  p u b l i s h e d  a n d  h a v e  
b e e n  c i r c u l a t e d  a r o u n d  t h e  w o r l d ,  a n d  m i l l i o n s  o f  p e o p l e  h a v e  h e a r d  t h a t  
t h e  i n h a b i t a n t s  of  S a u d i  A r a b i a  h a v e  an  a v e r a g e  i n c o m e  of  $50 p e r  h e a d  
p e r  y e a r ,  o r  s o m e  s u c h  f i g u r e  a s  t h a t .  

T h e  d e f e c t  in  t h e  m e t h o d ,  w h i c h  o n l y  a t r a i n e d  s t a t i s t i c i a n  w i l l  p i c k  
up ,  i s  t h a t ,  i f  y o u  u s e  t h e  c u r r e n t  e x c h a n g e  r a t e ,  i t  v e r y  m u c h  u n d e r -  
s t a t e s  t h e  p u r c h a s i n g  p o w e r  of  t h e  m o n e y ,  a n d  s o  v e r y  m u c h  u n d e r s t a t e s  
t h e  i n c o m e  a n d  p r o d u c t i v i t y  of  t h e  p o o r e r  c o u n t r i e s .  A n y o n e  w h o  h a s  
t r a v e l e d  in  t h e  p o o r e r  p a r t s  of  t h e  w o r l d  k n o w s  t h a t ,  e x c e p t  f o r  a f e w  
t h i n g s  l i k e  m o t o r  c a r s  a n d  g a s o l i n e ,  y o u r  m o n e y  b u y s  v e r y  m u c h  m o r e  
in  t h e  p o o r e r  c o u n t r i e s - - a t  a n y  r a t e  in  t h e  w a y s  of h o u s i n g ,  f ood ,  d o -  
m e s t i c  s e r v i c e ,  c l o t h i n g ,  and  m o s t  o b j e c t s  o f  c o n s u m p t i o n .  T o  g e t  a 
t r u e  c o m p a r i s o n  y o u  h a v e ,  t h e r e f o r e ,  to  u s e  in  t h e  p o o r e r  c o u n t r i e s  a 
m u c h  h i g h e r  p u r c h a s i n g - p o w e r  e q u i v a l e n t  f o r  m o n e y  t h a n  t h e  e x c h a n g e  
r a t e .  

So t h e  e f f e c t  o f  t h e  U n i t e d  N a t i o n s  m e t h o d  i s  t o  u n d e r s t a t e  t h e  p r o -  
d u c t i v i t y  of t h e  p o o r e r  c o u n t r i e s  a n d  to  c r e a t e  t h e  i m p r e s s i o n  of  g a p s  
e v e n  w i d e r  t h a n  t h e y  a r e .  T h e  g a p s  b e t w e e n  t h e  r i c h e r  a n d  t h e  p o o r e r  
c o u n t r i e s  a r e  c e r t a i n l y  w i d e  e n o u g h .  I t h i n k  t h a t  i t  i s  v e r y  h a r m f u l  t o  
o v e r s t a t e  t h e  d i f f e r e n c e ,  b e c a u s e  i t  g i v e s  p e o p l e  a n  e x c e s s i v e  i m p r e s -  
s i o n  of  t h e  h o p e l e s s n e s s  of  t h e  p r o b l e m .  

N o w ,  o n  a r e l a t e d  s u b j e c t ,  a s t a t e m e n t  w h i c h  y o u  m u s t  h a v e  h e a r d  
h u n d r e d s  of t i m e s ,  a n d  t h e r e f o r e  b e l i e v e  i m p l i c i t l y ,  i s  t h a t  s t a t i s t i c s  
h a v e  p r o v e d  t h a t  t w o - t h i r d s  of  t h e  w o r l d ' s  p o p u l a t i o n  d o n ' t  h a v e  e n o u g h  
to  e a t .  T h a t  s t a t e m e n t ,  s i n c e  i t  w a s  f i r s t  m a d e  in 1952,  h a s  g o n e  a r o u n d  and  
a r o u n d  t h e  w o r l d .  A s  H i t l e r  o n c e  p o i n t e d  out ,  i f  you  t e l l  p e o p l e  a f a l s e h o o d  
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f r e q u e n t l y  e n o u g h ,  t h e y  c o m e  to  b e l i e v e  i t  i m p l i c i t l y .  T h i s  s t a t e m e n t  
i s  c o m p l e t e l y  f a l s e .  N o t  d e l i b e r a t e l y  f a l s e ,  b u t  if  y o u  t r a c k  i t  d o w n  to  
i t s  o r i g i n ,  y o u  w i l l  f i n d  t h a t  i t  w a s  s i m p l y  b a s e d  o n  t h e  s t a t e m e n t  of  a 
w e l l - m e a n i n g  B r i t i s h  o f f i c i a l  i n  t h e  F o o d  a n d  A g r i c u l t u r a l  O r g a n i z a t i o n  
of  t h e  U n i t e d  N a t i o n s ,  L o r d  B o y d - O r r .  T h i s  w e l l - m e a n i n g  o ld  g e n t l e -  
m a n  j u s t  m i x e d  up  t w o  c o l u m n s  in  a s t a t i s t i c a l  t a b l e  w h i c h  w a s  p l a c e d  
b e f o r e  h i m  a n d  r e a c h e d  t h i s  a s t o n i s h i n g  c o n c l u s i o n .  I f  y o u  w a n t  to  
f o l l o w  t h i s  s u b j e c t  f u r t h e r ,  i t  w a s  a l l  t r a c e d  d o w n  b y  t h e  S t a n f o r d  F o o d  
R e s e a r c h  I n s t i t u t e  in  C a l i f o r n i a ,  a n d  t h i s  c o n c l u s i o n  w a s  p u b l i s h e d  in  a 
b o o k ,  c a l l e d  " T h e  W o r l d ' s  F o o d .  " No  r e p l y  h a s  b e e n  m a d e  to  i t .  

I s h o u l d  s a y  t h a t  t h e  p r o p o r t i o n  of t h e  w o r l d ' s  p o p u l a t i o n  w h o  a r e  
h u n g r y ,  in  t h e  s e n s e  of  n o t  g e t t i n g  e n o u g h  c a l o r i e s ,  o r  p e r s i s t e n t l y  no t  
g e t t i n g  e n o u g h  c a l o r i e s ,  i s  i n f i n i t e s i m a l .  A f t e r  a l l ,  i f  y o u  p e r s i s t e n t l y  
d o n ' t  g e t  e n o u g h  c a l o r i e s  y o u  v e r y  q u i c k l y  d i e .  T h e  n u m b e r  o f  p e o p l e  
w h o  a r e  s h o r t  of  p r o t e i n  m a y  be  m o r e  s i g n i f i c a n t ,  b u t  e v e n  so ,  i t ' s  o n l y  
a s m a l l  p e r c e n t a g e .  T h e  n u m b e r  of  p e o p l e  w h o  l i v e  on  e x t r e m e l y  m o -  
n o t o n o u s  d i e t s  of  b o i l e d  p o r r i d g e  i s  on  t h e  o t h e r  h a n d  v e r y  c o n s i d e r a b l e .  
B u t  a f t e r  a l l ,  m o n o t o n y  a n d  s t a r v a t i o n  a r e  n o t  q u i t e  t h e  s a m e  t h i n g .  

So,  w i t h  t h a t  a s  o u r  b a c k g r o u n d ,  we  n o w  t a k e  a l o o k  at  t h e  d i f f e r e n t  
i n c o m e  l e v e l s  i n  t h e  r i c h e r  a n d  t h e  p o o r e r  c o u n t r i e s .  W h e n  y o u  g e t  
d o w n  to  a r e a l l y  p o o r  c o u n t r y ,  i n c o m e s  e x p r e s s e d  in  d o l l a r s  r a t h e r  l o s e  
t h e i r  m e a n i n g .  A l l  y o u  c a n  s a y  a b o u t  t h e  p o o r e r  c o u n t r i e s  i s  t h a t  y o u  
g e t  a r a n g e  f r o m  t h e  p o o r e s t  and  m o s t  p r i m i t i v e  p a r t s  of  t h e  w o r l d ,  l i k e  
C e n t r a l  A f r i c a ,  w h e r e  p e o p l e  h a v e  e n o u g h  to  e a t ,  a n d  s l e e p  in  a g r a s s  
h u t ,  a n d  t h a t ' s  a b o u t  a l l ,  u p  to  f o u r  o r  f i v e  t i m e s  t h a t  l e v e l  of e c o n o m i c  
w e l f a r e .  F o r  v e r y  p o o r  c o u n t r i e s  i t  i s  b e s t  t o  e x p r e s s  i n c o m e  a n d  p r o -  
d u c t i v i t y ,  n o t  in  d o l l a r s  b u t  in  g r a i n ,  in  t h e  a m o u n t  t h e y  h a v e  to  e a t .  
W h e r e  y o u  h a v e  a b o u t  300 k i l o g r a m s  of  g r a i n  p e r  h e a d  of  p o p u l a t i o n  p e r  
y e a r ,  t h a t  i s  j u s t  a b o u t  e n o u g h  to  k e e p  p e o p l e  a l i v e .  B y  t h e  t i m e  y o u  g e t  
t o  t w i c e  t h a t  l e v e l ,  y o u  f i n d  p e o p l e  b e g i n n i n g  to  k e e p  l i v e s t o c k .  I f  a 
c o m m u n i t y  c a n  k e e p  l i v e s t o c k ,  i t  s h o w s  t h a t  t h e  p e o p l e  a r e  a b o v e  t h e  
v e r y  m i n i m u m  of s u b s i s t e n c e - - a n d  s o  o n  u p  t h e  s c a l e ,  u n t i l  y o u  r e a c h  
t h e  c o u n t r i e s  w h e r e  s o m e t h i n g  l i k e  a m o n e y  e c o n o m y  p r e v a i l s .  

I f  y o u  w o r k  in  p r e s e n t - d a y  A m e r i c a n  d o l l a r s - - I  a m  d e a l i n g  n o w  w i t h  
t h e  m o r e  s u c c e s s f u l  c o u n t r i e s - - i t  i s  b e s t  a l s o  to  w o r k  in  t e r m s  of  f i g u r e s  
p e r  m a n - h o u r  r a t h e r  t h a n  p e r  h e a d  of  p o p u l a t i o n ,  b e c a u s e  t h e  p r o p o r t i o n  
of. t h e  p o p u l a t i o n  w h o  w o r k ,  a n d  t h e  n u m b e r  of h o u r s  p e r  y e a r  w h i c h  t h e y  
w o r k ,  v a r y  v e r y  g r e a t l y  b e t w e e n  c o u n t r i e s .  
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So, le t  us  take  as  o u r  s t a n d a r d  the Uni t ed  S ta t e s ,  w h e r e  the a v e r a g e  
A m e r i c a n  at w o r k  p r o d u c e s  and e a r n s  about  $2 .50  p e r  h o u r .  Tha t  d o e s n ' t  
m e a n ,  of c o u r s e ,  that  th i s  is  the a v e r a g e  wage .  Th i s  is the p r o d u c t i v i t y  
of the whole  c o m m u n i t y ,  i n c l u d i n g  b u s i n e s s m e n  and e x e c u t i v e s ,  as  w e l l  
as  f a r m e r s  and u n s k i l l e d  l a b o r e r s .  But the g e n e r a l  n a t i o n a l  a v e r a g e  is 
$ 2 . 5 0 ,  and that  can  be c o m p a r e d  wi th  c o m p a r a b l e  f i g u r e s  fo r  o t h e r  c o u n -  
t r i e s ,  Canada ,  New Z e a l a n d ,  and A u s t r a l i a  b e i n g  the r u n n e r s  up, wi th  
f i g u r e s  at o r  a p p r o a c h i n g  $2; and then  you r u n  down the  s c a l e  t h r o u g h  
the E u r o p e a n  c o u n t r i e s ,  the m o s t  p r o d u c t i v e  of which  is Sweden ,  wi th  a 
f i g u r e  of about  $1 .50 ,  and c o m e  down to c o n s i d e r a b l y  p o o r e r  c o u n t r i e s ,  
l ike  I t a ly ,  w h e r e  you get  a f i g u r e  of about  80 c e n t s .  When  you get  down 
to the p o o r e r  E u r o p e a n  c o u n t r i e s  you a r e  on a l e v e l  n e a r l y  r e a c h i n g  tha t  
of the m o r e  p r o d u c t i v e  A s i a n  c o u n t r i e s ,  l ike Japan ,  w h i c h  is on ly  a few 
c e n t s  b e l o w  I t a ly .  

The  Sovie t  Union,  i n c i d e n t a l l y ,  m e a s u r e d  in th is  way,  r a t e s  b e l o w  
I t a l y  and p r o b a b l y  a l i t t le  b e l o w  Japan .  It has  a p r o d u c t i v i t y  on the  b o r -  
d e r l i n e  b e t w e e n  the p o o r e r  E u r o p e a n  and the m o r e  p r o d u c t i v e  A s i a n  
c o u n t r i e s .  

T h e s e  f i g u r e s  a r e ,  of c o u r s e ,  i n t e r e s t i n g ,  but  I a m  now go ing  to a s k  
you to th ink  in t h e s e  t e r m s - - t h a t  the r a t e s  of g r o w t h  of p r o d u c t i v i t y  a r e  
c o n s i d e r a b l y  m o r e  i m p o r t a n t  than  p r o d u c t i v i t y  i t s e l f .  At any r a t e  t h e y  
a r e  at l e a s t  of c o m p a r a b l e  i m p o r t a n c e ,  b e c a u s e  p r o d u c t i v i t y  c a n  c h a n g e ,  
does  change ,  v e r y  fas t .  If you go b a c k  to the t u r n  of the c e n t u r y ,  about  
1900, the p r o d u c t i v i t y  of the  a v e r a g e  A m e r i c a n  and of the a v e r a g e  B r i t o n  
w e r e  v e r y  m u c h  the s a m e .  In  the c o u r s e  of a l i t t l e  o v e r  50 y e a r s ,  b e -  
c a u s e  of d i f f e r e n t  r a t e s  of p r o d u c t i v i t y  g rowth ,  the A m e r i c a n  has  c l i m b e d  
to a l e v e l  m o r e  than  t w i c e  the B r i t i s h ,  and is  s t i l l  ga in ing .  Th i s  v e r y  big 
d i s c r e p a n c y  b e t w e e n  A m e r i c a n  and B r i t i s h  s t a n d a r d s  is the p r o d u c t  of 
only the  l a s t  h a l f - c e n t u r y .  It d o e s n ' t  go any f u r t h e r  b a c k  than  tha t .  

I want  to put b e f o r e  you the p r o p o s i t i o n ,  too, tha t  the s o c i a l  and p o l i t -  
i c a l  ou t look  of a c o u n t r y  depends  as  m u c h  on the  r a t e  of g r o w t h  of p r o -  
d u c t i v i t y  as  it  does  on the l e v e l  of p r o d u c t i v i t y .  At f i r s t  s igh t  tha t  m a y  
a p p e a r  a r a t h e r  a b s t r a c t  p r o p o s i t i o n .  Does  the a v e r a g e  c i t i z e n  r e a l l y  
know what  h is  c o u n t r y ' s  r a t e  of g r o w t h  of p r o d u c t i v i t y  i s ?  Does  he,  f o r  
tha t  m a t t e r ,  know what  his  c o u n t r y ' s  p r o d u c t i v i t y  i s ?  No, he d o e s n ' t .  
But  he does  know v e r y  w e l l  what  h is  wage  is ,  and  what  the  p u r c h a s i n g  
p o w e r  of h is  wage  is .  If  you give h i m  an i n c r e a s e  in his  w a g e ,  and  at  the  
s a m e  t i m e  p r i c e s  go up, he knows v e r y  we l l  tha t  his  r e a l  i n c o m e  has  not  
changed ,  or ,  if he has  any  i l l u s i o n s  on that  s u b j e c t ,  h i s  wife  soon  d i s -  
i l l u s i o n s  h i m .  The  a v e r a g e  c i t i z e n  knows v e r y  w e l l  what  the r e a l  
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p u r c h a s i n g  p o w e r  of  h i s  w a g e  i s ,  and  he  k n o w s  a l s o  w h e t h e r  i t  i s  i n -  
c r e a s i n g  o r  no t ,  a n d  w h e t h e r  h e  i s  b e t t e r  off  t h a n  h i s  f a t h e r  w a s  u n d e r  
c o m p a r a b l e  c i r c u m s t a n c e s  30 y e a r s  a g o .  I t h i n k  St i s  i m p o s s i b l e  to  
e x a g g e r a t e  t h e  i m p o r t a n c e  w h i c h  t h e s e  g r o w t h  r a t e s  p l a y  in  t h e  o u t l o o k  
of  a c o u n t r y ,  a s  a m e a s u r e  of  t h e  s u c c e s s ,  o r  l a c k  of  s u c c e s s ,  o f  a 
c o u n t r y ' s  e c o n o m i c  p o l i c y .  

I w i l l  a s k  y o u  n o w  to  s t u d y  t h e s e  f i g u r e s  w h i c h  I h a v e  p u t  on  t h e  
b l a c k b o a r d ,  w h i c h  s h o w  t h e  p e r c e n t a g e  p e r  y e a r  g r o w t h  r a t e s ,  o v e r  a 
f a i r l y  l o n g  p e r i o d ,  o f  t h e  d i f f e r e n t  c o u n t r i e s .  I h a v e  c o n f i d e n c e  in  t h e  
m e t h o d  of  m e a s u r i n g  o v e r  a l o n g  p e r i o d .  A s  I s a y ,  I h a v e  b e e n  e x a m i n -  
i n g  t h i s  i n f o r m a t i o n  a n d  a l l  t h e  d e t a i l  a v a i l a b l e  f o r  t h e  l a s t  20 y e a r s ,  a n d  
i t  i s  r a t h e r  s u r p r i s i n g  h o w  u n i f o r m  t h e  r a t e s  of  g r o w t h  a r e .  I t  i s  t r u e  
t h e y  a r e  m o r e  u n i f o r m  in  s o m e  c o u n t r i e s  t h a n  in  o t h e r s .  T h e  U n i t e d  
S t a t e s  i s  one  o f  t h e  m o s t  a s t o n i s h i n g l y  u n i f o r m .  T h e  f i g u r e  o f  2 . 3  p e r -  
c e n t  p e r  a n n u m  r a t e  o f  g r o w t h  of  p r o d u c t i v i t y  p e r  m a n - h o u r  h a s  p r e v a i l e d ,  
w i t h  o n l y  m i n o r  f l u c t u a t i o n s ,  e v e r  s i n c e  t h e  1 8 9 0 ' s .  B e f o r e  t h e n  i t  w a s  
s l i g h t l y  l o w e r .  

O t h e r  c o u n t r i e s  i n  m o s t  c a s e s  a r e  s i m i l a r .  T h e r e  a r e  a f ew  c a s e s  
w h e r e  t h e r e  a r e  v i o l e n t  b r e a k s ,  b u t  t h e y  a r e  v e r y  r a r e .  

B e f o r e  we  l o o k  a t  t h e  f i g u r e s  i n  d e t a i l ,  p e r h a p s  I h a d  b e t t e r  e x p l a i n  
o n e  f u r t h e r  p o i n t .  I f  y o u  d r a w  d i a g r a m s  ( d r a w i n g  o n  b l a c k b o a r d }  y o u  
s h o u l d  d r a w  t h e m  on  a l o g a r i t h m i c  s c a l e ,  b e c a u s e  y o u  a r e  d e a l i n g  w i t h  
p e r c e n t a g e  r a t e s  o f  i n c r e a s e .  I t h i n k  l o g a r i t h m i c  d i a g r a m s  m u s t  b e  
f a m i l i a r  to  a n y  p h y s i c i s t .  T h e  u s u a l  c o u r s e ,  s u b j e c t  to  m i n o r  f l u c t u -  
a t i o n s ,  i s  p r e t t y  u n i f o r m l y  u p w a r d s  in  e v e r y  c o u n t r y .  N o w  y o u  s a y ,  
" W h a t  a b o u t  w a r s ,  c i v i l  w a r s ,  r e v o l u t i o n s ,  a n d  o t h e r  d i s a s t e r s  7 "  W e l l ,  
t h e r e  c e r t a i n l y  h a v e  b e e n  p l e n t y  of  t h e m  in  t h e  l a s t  50 y e a r s .  T h e  p a t -  
t e r n ,  h o w e v e r ,  i s  a l w a y s  t h e  s a m e .  Y o u  g e t  s o m e  u p w a r d  g r o w t h ;  t h e n  
w a r  c o m e s ,  m a y b e  a s e r i o u s  w a r ,  a n d  y o u  g e t  a v e r y  h e a v y  r e d u c t i o n  of  
p r o d u c t i v i t y ;  t h e n  e v e n t u a l l y  t h e  w a r  c o m e s  to  an  e n d ,  t h e  p o s t w a r  d i s -  
o r g a n i z a t i o n  c o m e s  to  a n  e n d ,  a n d  y o u  g e t  a r e c o v e r y .  You  c a n  p r o j e c t  
t h e  o ld  t r e n d  l i n e ;  t h e  c o u n t r y  w i l l  r e c o v e r  v e r y  r a p i d l y  u n t i l  i t  g e t s  b a c k  
to  t he  t r e n d  l i n e ,  a n d  t h e n  i t  c o n t i n u e s  t o  a d v a n c e  at  t h e  o ld  r a t e  l i k e  a 
s c a r  h e a l i n g  a f t e r  a w o u n d - - t h e  f l e s h  a s  i t  w e r e  k n o w s  h o w  f a r  i t  h a s  g o t  
t o  g r o w ,  a n d  w h e n  i t  h a s  r e a c h e d  t h e r e  i t  s t o p s  g r o w i n g .  Y o u  c a n  a l m o s t  
p r e d i c t  w h a t  t he  t e m p o r a r y  a b n o r m a l  p o s t w a r  g r o w t h  r a t e  i s  g o i n g  to  b e ,  
b e f o r e  t he  o l d  g r o w t h  r a t e  i s  r e s t o r e d  a g a i n .  

T h i s  h a s  b e e n  t h e  p a t t e r n  f o r  a l l  t h e  c o u n t r i e s  w h i c h  w e r e  s e r i o u s l y  
d a m a g e d  b y  t h e  l a s t  w a r .  B u t ,  u n f o r t u n a t e l y ,  a g r e a t  m a n y  s t a t i s t i c i a n s ,  
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i n c l u d i n g  s o m e  of the m o s t  e m i n e n t ,  don ' t  s e e  t h i s .  To go b a c k  to m y  
m e d i c a l  p a r a l l e l ,  s u p p o s e  a s u r g e o n  w e r e  w a t c h i n g  a wound h e a l i n g ,  and 
he w a t c h e d  the r a t e  of g r o w t h  of the f l e s h  and  sk in ,  and he sa id ,  "It is 
g r o w i n g  v e r y  r a p i d l y ;  I now p r e d i c t  tha t  f o r  the next  f ive  y e a r s  it is  go ing  
to go on g r o w i n g  at  th i s  r a t e ,  un t i l  wha t  was  f o r m e r l y  a wound has  b e -  
c o m e  an  e n o r m o u s  g r o w t h .  " If a s u r g e o n  b e g a n  t a l k i n g  l ike  that ,  you 
would  s e n d  h i m  to a p s y c h i a t r i s t .  A f t e r  a l l ,  m e d i c i n e  is  a f a i r l y  e x a c t  
s c i e n c e .  A s u r g e o n  knows tha t  g r o w t h  c o n t i n u e s  b a c k  to the  t r e n d  l ine ,  
and tha t  t hen  n o r m a l  g r o w t h  s u p e r v e n e s .  But  e c o n o m i c s  is s t i l l  a m u c h  
m o r e  i m m a t u r e  s c i e n c e ,  and a g r e a t  m a n y  e c o n o m i s t s  now a r e  t a k i n g  
t h e s e  v e r y  h igh  g r o w t h  r a t e s  in c o u n t r i e s  l ike  R u s s i a  and G e r m a n y  d u r i n g  
r e c e n t  y e a r s ,  and p r o j e c t i n g  t h e m  i n d e f i n i t e l y  into  the  f u t u r e  and a r e  
s a y i n g  " T h e r e ' s  j u s t  no l i m i t  to the ex ten t  to  w h i c h  R u s s i a  o r  G e r m a n y  
( w h i c h e v e r  the  c a s e  m a y  be) w i l l  g r o w .  " 

T h a t ' s  a v e r y  s e r i o u s  m i s t a k e .  You c a n  e n u n c i a t e  as  a g e n e r a l  p r i n -  
c i p l e - - a f t e r  a l l ,  it  i s  only  c o m m o n s e n s e - - t h a t  in the  y e a r s  jus t  a f t e r  a 
d i s a s t r o u s  w a r  e c o n o m i c  g rowth  r a t e s  a r e  bound  to be  v e r y  high,  b e c a u s e  
r e c o v e r y  is t ak ing  p l a c e .  And you can  e q u a l l y  c e r t a i n l y  p r e d i c t  that ,  
when  the n o r m a l  t r e n d  l ine  has  b e e n  r e g a i n e d ,  the g r o w t h  r a t e s  w i l l  be 
s l o w e r .  

R u s s i a  was  in a c o m p a r a b l e  p o s i t i o n  in the 1920 ' s .  In t h o s e  days ,  
w h e n  d i s c u s s i o n  was  f r e e r ,  s o m e  of the R u s s i a n  s t a t i s t i c i a n s  u n d e r s t o o d  
th i s  point ,  and  p r e d i c t e d  tha t  the g r o w t h  r a t e s  w e r e  go ing  to s low down.  
Tha t  i s  in f ac t  wha t  h a p p e n e d .  But  the w o r l d  is now ful l  of s t a t e m e n t s ,  
w h i c h  a r e  haLf - t r u th s ,  about  the h igh  g r o w t h  r a t e s  of the R u s s i a n  e c o n o m y  
d u r i n g  th is  p o s t w a r  r e c o v e r y  p e r i o d ,  and p r o j e c t i o n s  of t h e m  into  the in -  
de f in i t e  f u t u r e .  

E v e n  the m e a s u r e s  which  have  b e e n  m a d e  a r e  v e r y  dub ious .  If you 
h a v e  h e a r d  th is  f i g u r e  of 6 o r  8 p e r c e n t  p e r  a n n u m  as the  s u p p o s e d  g r o w t h  
r a t e  of the R u s s i a n  e c o n o m y ,  w h i c h  you have  p r o b a b l y  h e a r d  so  o f ten  tha t  
you have  c o m e  to b e l i e v e  it m u s t  be  t r u e ,  it is  b a s e d  on v e r y  f l i m s y  
e v i d e n c e .  In any c a s e  it is  e v i d e n c e  f r o m  th i s  p o s t w a r  r e c o v e r y  p e r i o d .  
If you  c h o o s e  to app ly  a s i m i l a r  t e c h n i q u e  to the f i g u r e s  f o r  G e r m a n y ,  
I t a ly ,  J apan ,  o r  any  o t h e r  c o u n t r y  w h i c h  was  s e v e r e l y  d a m a g e d  by  the  
w a r ,  you can  ge t  v e r y  m u c h  h i g h e r  g r o w t h  r a t e s .  

So, a f t e r  r e m o v i n g  th i s  v e r y  w i d e s p r e a d  s o u r c e  of m i s c o n c e p t i o n ,  
I w i l l  now a s k  you to look  at the  a c t u a l  e v i d e n c e  of g r o w t h  r a t e s  o v e r  ~he 
long  p e r i o d .  I have  a r r a n g e d  the c o u n t r i e s  in a l p h a b e t i c a l  o r d e r .  You 



L O N G - P E R I O D  R A T E S  O F  G R O W T H  O F  R E A L  P R O D U C T  P E R  M A N - H O U R  P E R C E N T  P E R  Y E A R  

C o u n t r y  P e r i o d  R a t e  

Argentina . . . . . . . . .  1916-51 

i 91-1913 
Australia . . . . . . . . .  913-30 

930-43 
1943-55 
1895-1913 

B e l g i u m  . . . . . . . . .  1 9 1 3 - 3 8  

1938-51  
Brazil ........... 

Canada .......... 

Chile ............ 

Colombia ........ 

Cuba ............ 

Denmark ........ 

1929-49 
1870-1952 
1929-38 
1938-53 
1929-53 
1939-53 
1913-51 

Germany . . . . . . . .  

I r e l a n d  . . . . . . . . . .  

I t a l y  . . . . . . . . . . . .  { 

F i n l a n d  . . . . . . . . . .  t 1 9 1 3 - 3 9  
1939-51  

F r a n c e  . . . . . . . . . .  1870-1951  
1860-91  
1 8 9 1 - 1 9 1 3  
1913 -38  
1938-57  
1926-45  
1901-25  
1 9 2 5 - 3 9  
1939 -43  

C o u n t r y  P e r i o d  R a t e  

1.1 
0.0 
2.0 
0.9 
2.0 
2.6 
1.3 
2.1 
1.0 
1.9 
3.3 
0.0 
1.6 
0.9 
1.2 
1.1 
2.9 
2.3 
2.1 
0.6 
1.6 
1.4 
1.4 
3.5 
0.7 
3.8 

(1914-29 
Japan . . . . . . . . . . . . .  51929_40 

t1940-52 
1900-13 

Netherlands . . . . . . .  1913-38 
1938-54 

New Zealand . . . . . .  1901-52 

Norway . . . . . . . . . . .  ]1891-1913 
 ,1913-52 

P o r t u g a l  . . . . . . . . . .  1914-51  

S1861-90 
S w e d e n  . . . . . . . . . . .  { ~ 8 9 0 - 1 9 0 9  

9 0 9 - 3 0  

Switzerland ....... 

Union of South 

Africa .......... 

United Kingdom... 

United States . . . . .  

U . S . S .  R . . . . . . . . .  

~i 930-52 
1890-1951 
1911-28 
1928-52 
1870-95 
1895-1913 
1913-29 
1929-39 
1939-56 
1890-1952 
1913-28 
1928-38 
1938-53 

3 . 2  
1 . 4  
2 . 4  
0 . 7  
2 . 3  
2 . 1  
2 . 2  
1 . 6  
2 . 6  
0 . 8  
1 .5  
3 . 5  
1 . 4  
3 . 0  
2 . 1  
1 . 2  
2 . 3  
1 . 6  
0 . 0  
1 . 6  
0 . 8  
0 . 9  
2 . 3  
0 . 7  
1 . 6  
2 . 0  



w i l l  n a t u r a l l y  b e  i n t e r e s t e d  to  s t a r t  a t  t h e  l o w e r  a l p h a b e t i c a l  e n d  of  t h e  
t a b l e .  Y o u  w i l l  n o t i c e  t h e  c u r i o u s  s i m i l a r i t y  b e t w e e n  t h e  A m e r i c a n  a n d  
R u s s i a n  f i g u r e s ,  w i t h  t h e  R u s s i a n  f i g u r e s  s l i g h t l y  l o w e r .  T h e  R u s s i a n  
g r o w t h  r a t e  i s  c o m p o u n d e d  of  m o s t  e x t r a o r d i n a r y  f i t s  a n d  s t a r t s .  Q u i t e  
a p a r t  f r o m  t h e  t w o  m a j o r  w a r s  a n d  a r e v o l u t i o n  in  w h i c h  R u s s i a  h a s  
b e e n  e n g a g e d  d u r i n g  t h e  l a s t  50 y e a r s ,  t h e r e  h a v e  b e e n  a l a r g e  n u m b e r ,  
e v e n  d u r i n g  s o - c a l l e d  p e a c e f u l  p e r i o d s ,  o f  i n t e r n a l  d i s t u r b a n c e s .  T h e r e  
w a s  t h e  G r e a t  P u r g e  of  1937,  a n d  t h e r e  w a s  t h e  c h a o s  w h i c h  f o l l o w e d  t h e  
i n t r o d u c t i o n  of  t h e  f a r m  c o l l e c t i v i z a t i o n  in  1929.  In  e a c h  c a s e  e c o n o m i c  
g r o w t h  s t o p p e d  f o r  s o m e  y e a r s  a n d  t h e n  w a s  r e s u m e d  w i t h  a v i o l e n t  j o l t ,  
c a t c h i n g  u p  a r r e a r s ,  a n d  t h e n  s l i p p e d  b a c k  a g a i n .  B u t  t h e  o v e r a l l  c o n -  
s e q u e n c e  a d d s  u p  to  o n l y  a b o u t  a 2 p e r c e n t  p e r  a n n u m  r a t e  of  g r o w t h .  

I think that it is quite mistaken to pick out the short periods during 
which growth was very rapid and project them indefinitely into the future. 

M y  c o n c l u s i o n  i s  c o n f i r m e d  in  a v e r y  i n t e r e s t i n g  w a y  b y  a r e c e n t  
d o c u m e n t  p u b l i s h e d  b y  t h e  N a t i o n a l  B u r e a u  of  E c o n o m i c  R e s e a r c h  in  N e w  
Y o r k  b y  D r .  N u t t e r ,  w h o  s e t  ou t  to  m e a s u r e  h o w  f a r  b e h i n d  R u s s i a  i s  
c o m p a r e d  w i t h  t h e  U n i t e d  S t a t e s ,  by  t h e  s i m p l e s t  a n d  m o s t  d i r e c t  m e a s -  
u r e m e n t ,  n a m e l y ,  p e r - h e a d  c o m s u m p t i o n  of  s h o e s ,  t e x t i l e s ,  a n d  a n u m -  
b e r  of  o t h e r  c o m m o d i t i e s .  T h e  R u s s i a n  f i g u r e  now c o m p a r e s  w i t h  t h e  
A m e r i c a n  f i g u r e ,  s a y ,  30, 40,  a n d  50 y e a r s  a g o .  You  c a n  t a b u l a t e  t h e s e  
f i g u r e s  a n d  m e a s u r e  h o w  f a r  b e h i n d  R u s s i a  i s .  D r .  N u t t e r  b e g a n  b y  
m e a s u r i n g  how f a r  b e h i n d  R u s s i a  w a s  in  1 913, t h e n  h o w  f a r  b e h i n d  i t  w a s  
in  a r e c e n t  y e a r .  T h e  g e n e r a l  c o n c l u s i o n  he  r e a c h e d  i s  t h a t  R u s s i a  i s  
s l i g h t l y  f u r t h e r  b e h i n d  n o w  t h a n  i t  w a s  in  1913.  

I n  l o o k i n g  a t  t h e s e  f i g u r e s ,  I t h i n k  y o u  m a y  b e  s u r p r i s e d  in  t h e  f i r s t  
p l a c e  to  s e e  t h a t  t h e y  m a y  a p p e a r  t o  b e  v e r y  l ow ,  f i g u r e s  of  1, 2, a n d  
a l m o s t  3 p e r c e n t  p e r  a n n u m .  B u t  l e t  m e  r e m i n d  y o u  t h a t  t h e s e  a r e  c o m -  
p o u n d e d  g r o w t h  f i g u r e s .  Y o u  m u s t  r e c k o n  t h e m  as  a c o m p o u n d  i n t e r e s t -  
r a t e  a n d  n o t  a s  a s i m p l e  i n t e r e s t - r a t e  g r o w t h .  E v e n  a 2 p e r c e n t  p e r  
a n n u m  r a t e  o f  g r o w t h  w i l l  d o u b l e  y o u r  n a t i o n a l  p r o d u c t  p e r  h e a d  in  80 
y e a r s .  W h e n  y o u  p u t  i t  t h a t  w a y ,  y o u  w i l l  f i n d  m a n y  s o c i o l o g i s t s  a n d  
s t a t e s m e n  w h o  r e g a r d  t h a t  a s  an  a l a r m i n g l y  r a p i d  r a t e  of  g r o w t h .  I 
t h i n k  t h a t  t h e i r  d o u b t s  a r e  a b i t  m i s p l a c e d ,  b u t  t h e r e  a r e  s o m e  q u i t e  
s e r i o u s  m e n  w h o  d o u b t  w h e t h e r  t h e  s o c i a l  i n s t i t u t i o n s  of  a c o u n t r y  c a n  
s t a n d  t h e  c o n s e q u e n c e s  of  g r o w t h  a s  r a p i d  a s  d o u b l i n g  in 30 y e a r s .  F o r  
a m a n  to  b e  t w i c e  a s  w e l l  off  a s  h i s  f a t h e r  w a s ,  w h e n  h i s  f a t h e r  w a s  
d o i n g  c o m p a r a b l e  w o r k ,  a t  a c o m p a r a b l e  a g e ,  m a y  be  a b i t  u p s e t t i n g  to  
t h e  s o c i a l  o r d e r .  
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C e r t a i n t y ,  w h e r e  y o u  g e t  
l i k e  S w e d e n  a n d  J a p a n ,  m a n y  
t h a t  t h e  g r o w t h  i s  t oo  r a p i d .  
s e q u e n c e s  i n  c o u n t r i e s  w h e r e  

t h e  c o u n t r i e s  w i t h  e x t r e m e l y  r a p i d  g r o w t h ,  
r e s p o n s i b l e  m e n  a r e  s e r i o u s l y  w o r r i e d  
You  m a y  g e t  s o m e  u n e x p e c t e d  s o c i a l  c o n -  
g r o w t h  i s  v e r y  r a p i d .  

I a m  n o t  g o i n g  to  o f f e r  to  m a k e  a c o m p l e t e  a n a l y s i s  of  a l l  t h e  c a u s e s  
a t  w o r k .  I w i s h  I c o u l d .  B u t  t h e r e  i s  o b v i o u s l y  a lo t  of  f u r t h e r  r e s e a r c h  
n e e d e d .  I t h i n k  t h e  b e s t  I c a n  do i s  pu t  t h e  f a c t s  b e f o r e  y o u  a n d  i n d i c a t e  
o n e  o r  t w o  p o i n t s  w h i c h  a r i s e  ou t  of  t h e m .  I m i g h t  m e n t i o n  t h a t  t h e s e  
f i g u r e s  a r e  a b i t  m o r e  u p  to  d a t e  t h a n  t h o s e  w h i c h  I p u b l i s h e d  in  t he  b o o k ,  
" C o n d i t i o n s  of  E c o n o m i c  P r o g r e s s ,  " a l t h o u g h  m o s t  o f  t h e m  a r e  t h e r e .  
I n  t h i s  v e r s i o n ,  t h e y  a r e  g o i n g  to  be  p u b l i s h e d  in  O c t o b e r  b y  t h e  J o u r n a l  
o f  B u s i n e s s  of  t h e  U n i v e r s i t y  o f  C h i c a g o .  

Y o u  m a y  s a y  a t  f i r s t ,  " S u r e l y  a c o u n t r y ' s  p r o d u c t i v i t y  a n d  p r o g r e s s  
d e p e n d s  on  t h e  e x p l o i t a t i o n  of  i t s  n a t u r a l  r e s o u r c e s .  " A n d  if  y o u  h a v e  a 
g e o g r a p h e r  to  l e c t u r e  to  y o u ,  as  I s u p p o s e  y o u  do s o m e t i m e s ,  he  w i l l  
d w e l l  on  l i t t l e  e l s e .  He w i l l  p o i n t  ou t  a c o u n t r y ' s  n a t u r a l  r e s o u r c e s  a n d  
e x p l a i n  h o w  t h e y  d e t e r m i n e  i t s  p r o d u c t i v i t y .  T h e r e  m a y  e v e n  b e  s o m e  
g e o g r a p h e r s  w h o  go on  h a n d i n g  o u t  t h e  v e n e r a b l e  V i c t o r i a n  f a l l a c y  t h a t  
t h e  i n d u s t r i a l  g r o w t h  of  a c o u n t r y  i s  d e p e n d e n t  u p o n  i t s  g e o g r a p h i c a l  r e -  
s o u r c e s  of  c o a l  a n d  i r o n  o r e .  I n e v e r  k n e w  a m o r e  f a l l a c i o u s  p r o p o s i t i o n .  

W h e n  p e o p l e  q u e s t i o n  m e  on  t h i s  I p o i n t  ou t  t h e  v e r y  h i g h  g r o w t h  r a t e  
a n d  a l s o  t h e  v e r y  h i g h  i n c o m e  l e v e l  of  S w i t z e r l a n d ,  w h i c h  h a s  no  r e -  
s o u r c e s  w h a t e v e r ,  e x c e p t  a s m a l l  a m o u n t  of h y d r o e l e c t r i c  p o w e r  a n d  
s o m e  s c e n e r y  to  a t t r a c t  t h e  t o u r i s t s .  S w i t z e r l a n d  h a s  no  m i n e r a l s  w h a t -  
e v e r .  I t  h a s  s o m e  of  t he  v e r y  p o o r e s t  a g r i c u l t u r a l  a n d  v e r y  l i m i t e d  f o r -  
e s t  r e s o u r c e s ,  a n d  y e t  i t  i s  o n e  o f  t h e  w o r l d ' s  w e a l t h i e s t  a n d  m o s t  
s u c c e s s f u l  c o u n t r i e s .  O n  t h e  o t h e r  h a n d ,  e v e r y t h i n g  t h a t  S w i t z e r l a n d  
l a c k s  B r a z i l  p o s s e s s e s .  B r a z i l  h a s  e n o r m o u s  a r e a s  of  a g r i c u l t u r a l  l a n d ,  
w a t e r ,  f o r e s t s ,  m i n e r a l s ,  o i l ,  a n d  h y d r o e l e c t r i c  p o w e r ;  b u t  d o e s n ' t  u s e  
t h e m ,  o r  u s e s  t h e m  o n l y  e x t r e m e l y  p a r t i a l l y  a n d  i n a d e q u a t e l y .  A n d ,  w i t h  
a l l  d u e  r e s p e c t  f o r  t h e  s c i e n c e  of  g e o g r a p h y - - I  t r a i n e d  o n e  of  m y  s o n s  to  
b e  a g e o g r a p h e r ,  and  I t h i n k  t h a t  i t  i s  a v e r y  i m p o r t a n t  b r a n c h  of  k n o w -  
l e d g e - - y o u  m u s t  no t  l e t  a p h y s i c a l  g e o g r a p h e r  e x a g g e r a t e  t h e  i m p o r t a n c e  
o f  h i s  s c i e n c e .  Y o u  m u s t  b e  h u m a n i s t s - - I  a m  n o t  u s i n g  t h e  w o r d  in  a 
p r e j u d i c i a l  s e n s e .  Y o u  m u s t  d r a w  a t t e n t i o n  to  t h e  p r e d o m i n a n c e  of  t he  
h u m a n  r e s o u r c e s  of  t h i s  w o r l d  o v e r  t h e  m a t e r i a l  r e s o u r c e s .  I d o n ' t  k n o w  
if  t h a t  is  a h e r e t i c a l  d o c t r i n e  in  m i l i t a r y  s c i e n c e ,  M r .  C h a i r m a n ,  b u t  i t  i s  
c e r t a i n l y  t r u e  in  e c o n o m i c  s c i e n c e .  S o m e  m a t e r i a l  r e s o u r c e s  m a t t e r ,  in  
t h e  s e n s e  t h a t  i t  i s  v e r y  d i f f i c u l t  to  do  w i t h o u t  t h e m .  B u t  a c o u n t r y  w h i c h  
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I a m  no t  r e f e r r i n g  to s c i e n t i f i c  and  t e c h n i c a l  e d u c a t i o n  on ly ,  a l t h o u g h  
t h e y  a r e  v e r y  i m p o r t a n t .  I a t t a c h  a l m o s t  e q u a l  s i g n i f i c a n c e  to g e n e r a l  
e d u c a t i o n .  If you a s k  m e  to put  m y  r e a s o n s  i n t o  w o r d s ,  the  b e s t  I c an  
s a y  i s  t h i s ,  t ha t  g e n e r a l  e d u c a t i o n ,  e v e n  at  the  s i m p l e s t  l e v e l s ,  g i v e s  
a m a n  a f l e x i b i l i t y  of m i n d  w h i c h  i s  no t  p o s s e s s e d  by the  u n e d u c a t e d  m a n ,  
h o w e v e r  a d m i r a b l e  the  c o u r a g e  a n d  s k i l l  of the  u n e d u c a t e d  m a n  m a y  be .  
And i t  i s  in  e d u c a t i o n  t ha t  I f ind the  b i g g e s t  s i n g l e  f a c t o r  in  the  g r o w t h  
of J a p a n .  

S ince  I p r e p a r e d  t h i s  t ab l e  s o m e  f u r t h e r  i n f o r m a t i o n  h a s  c o m e  in 
w h i c h  s u g g e s t s  t h a t  we m u s t  put  the  J a p a n e s e  g r o w t h  r a t e  of r e a l  p r o -  
d u c t s  p e r  m a n  h o u r  a b i t  h i g h e r .  It  m a y  be a p p r o a c h i n g  t h r e e  p e r c e n t  
p e r  y e a r .  T h e r e  i s  no doub t  t h a t  i t  i s  one  of the  h i g h e s t  g r o w t h  r a t e s  in  
the  w o r l d ,  c e r t a i n l y  f a r  h i g h e r  t h a n  the  R u s s i a n  g r o w t h  r a t e .  T o  s e e  
t ha t ,  you h a v e  on ly  got  to l ook  b a c k  o v e r  a p e r i o d  of 50 y e a r s .  J a p a n  a t  
the  t u r n  of the  c e n t u r y  was  a v e r y ,  v e r y  p o o r  c o u n t r y ,  a l m o s t  a s  p o o r  
a s  C h i n a  is  now,  w h e r e a s  R u s s i a  in  1900 w a s  a c o u n t r y  wh ich  had  a l r e a d y  
m a d e  c o n s i d e r a b l e  e c o n o m i c  a d v a n c e s .  J a p a n ,  a s  we know,  i s  a l s o  v e r y  
p o o r  in e c o n o m i c  r e s o u r c e s .  H e r  a g r i c u l t u r a l  l and  and m i n e r a l s  a r e  
d e f i c i e n t .  She h a s  to  i m p o r t  coa l  f r o m  the  U n i t e d  S t a t e s .  J a p a n  r o s e  to 
w h e r e  she  i s  by  the  e f f o r t s  of h e r  own p e o p l e  and ,  of c o u r s e ,  by  t r a d e .  
T h e s e  c o u n t r i e s  wh ich  a r e  p o o r  in n a t u r a l  r e s o u r c e s ,  l i ke  S w i t z e r l a n d  
and  J a p a n ,  and ,  to  a l e s s  e x t e n t ,  B r i t a i n  and  B e l g i u m ,  m u s t  t r a d e .  
I n t e r n a t i o n a l  t r a d e ,  w h i c h  i s  m o r e  o r  l e s s ,  s h a l l  we s a y ?  a s a v o r y  a f t e r  
the  m a i n  m e a l  f o r  the  A m e r i c a n  b u s i n e s s m a n ,  is  the  v e r y  b r e a d  of l i f e  
to  the  J a p a n e s e ,  S w i s s ,  B r i t i s h ,  o r  B e l g i a n  b u s i n e s s m a n .  F o r  t h a t  
r e a s o n ,  any  b l o c k i n g  up of the  c h a n n e l s  of w o r l d  t r a d e ,  w h i c h  i s  on ly  a 
m i n o r  i n c o n v e n i e n c e  to a w e a l t h y  c o u n t r y ,  i s  a m a t t e r  of l i fe  and  d e a t h  
to  s o m e  of t h e s e  c o u n t r i e s  l a c k i n g  n a t u r a l  r e s o u r c e s .  

I a m  s p e a k i n g  l i t e r a l l y ,  Mr .  C h a i r m a n .  It  i s  an  i s s u e  on w h i c h  
c o u n t r i e s  l i ke  J a p a n  or  B r i t a i n  a r e  w i l l i n g  to f igh t .  T h e y  m u s t .  With  
a v e r y  h a r d - w o r k i n g  and  e n t e r p r i s i n g  p o p u l a t i o n ,  and  wi th  o p p o r t u n i t i e s  
f o r  w o r l d  t r a d e ,  c o u n t r i e s  l i ke  J a p a n ,  i n h e r e n t l y  v e r y  p o o r ,  c a n  g r o w  
r a p i d l y .  I was  in J a p a n  l a s t  y e a r  and I s p o k e  wi th  a n u m b e r  of J a p a n e s e  
e c o n o m i s t s  and  p o l i t i c i a n s  and  t h e y  g e n e r a l l y  a g r e e d  on t h i s  c o n c l u s i o n :  
t h a t  the  E m p e r o r  M e i j i ,  who c o n d u c t e d  the  J a p a n e s e  r e s t o r a t i o n - - a f t e r  
the  r e v o l u t i o n  in 1868 he  r e s t o r e d  the  m o n a r c h y  a f t e r  m a n y  c e n t u r i e s  of 
a n a r c h y - - a n d  who b e g a n  the  w e s t e r n i z a t i o n  of the  c o u n t r y ,  m a d e  m a n y  
i m p o r t a n t  r e f o r m s ,  i n c l u d i n g  t he  b e g i n n i n g  of an  a r m y ,  a n a v y ,  a c i v i l  
s e r v i c e ,  and  a m o d e r n  i n d u s t r i a l  c o m m u n i t y .  Bu t  of a l l  t h e s e  r e f o r m s ,  
none  was  so  i m p o r t a n t  a s  h i s  i n t r o d u c t i o n  of u n i v e r s a l  e d u c a t i o n ,  w h i c h  
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c a m e  a s  l o n g  a g o  a s  1886.  A n d  i t ' s  no  j o k e ,  w h e r e  y o u  h a v e  to  l e a r n  a n  
a l p h a b e t  w i t h  c l o s e  to  3, 000 c h a r a c t e r s .  I t  r e q u i r e s  r e a l  a p p l i c a t i o n .  
T h e  m e s s a g e  w h i c h  M e i j i  g a v e  to  t h e  s i m p l e  J a p a n e s e  p e a s a n t s  i n  t h o s e  
d a y s  w a s  t h a t  t h e y  h a d  t h r e e  p r i n c i p a l  c i v i c  d u t i e s - - t o  s e r v e  in  t h e  
f o r c e s ,  t o  p a y  t h e i r  t a x e s ,  a n d  to  e d u c a t e  t h e i r  c h i l d r e n .  T h e y  d i d  so ,  
a n d  i t  i s  t o  t h a t  f a c t o r  t h a t  I a t t r i b u t e ,  m o r e  t h a n  to  a n y t h i n g  e l s e ,  
J a p a n ' s  e c o n o m i c ,  a n d  a l s o  m i l i t a r y  g r o w t h .  

T h e r e  i s  a r e m a r k a b l e  h e s i t a t i o n  on  t he  p a r t  of  I n d i a  to  e d u c a t e  h e r  
p o p u l a t i o n .  I n d i a  h a s  d o n e  a n u m b e r  of  s p e c t a c u l a r  t h i n g s ,  a n d  u n d e r -  
t a k e n  a n u m b e r  of  i n d u s t r i a l  p r o j e c t s - - t h e  b u i l d i n g  u p  of a v e r y  p o w e r -  
f u l  a r m y ,  t h e  s a l e  o f  c h e m i c a l  f e r t i l i z e r  to  h e r  f a r m e r s - - a  n u m b e r  of  
q u i t e  s e n s i b l e  t h i n g s ,  a n d  s o m e  r a t h e r  d a n g e r o u s  t h i n g s .  B u t  I n d i a  h a s  
b e e n  r e m a r k a b l y  h e s i t a n t  in  e d u c a t i n g  h e r  p o p u l a t i o n ,  a n d  f o r  t h a t  
r e a s o n  a l o n e  I t h i n k  we  c a n  s e e  a c o m p a r a t i v e l y  s l o w  e c o n o m i c  g r o w t h  
t h e r e  f o r  a l o n g  t i m e  to  c o m e .  

C o n s i d e r  n o w  A f r i c a - - I  a m  r e f e r r i n g  to  t h e  n e w l y  f r e e d  A f r i c a n  
c o u n t r i e s ,  l i k e  G h a n a  a n d  N i g e r i a .  S t a r t i n g  a t  a v e r y  low l e v e l - - t h e  
N i g e r i a n s  w e r e  s l a v e  r a i d e r s  a n d  h e a d  h u n t e r s  o n l y  50 y e a r s  a g o - - t h e s e  
A f r i c a n  c o m m u n i t i e s  h a v e  d e c i d e d  t o  d e v o t e  t h e i r  f i r s t  c a l l  on  t h e i r  
e c o n o m i c  r e s o u r c e s  to  e d u c a t i o n - - I  t h i n k ,  v e r y  w i s e l y ,  b e c a u s e  I t h i n k  
t h a t ,  a s  a r e s u l t ,  t h e y  a r e  g o i n g  to  g e t  a n  e c o n o m i c  g r o w t h  m o r e  r a p i d  
t h a n  t h a t  w h i c h  i s  b e i n g  s e e n  in  I n d i a .  

W h e t h e r  C h i n a  f o l l o w s  J a p a n ' s  e x a m p l e  a n d  e d u c a t e s  h e r  p o p u l a t i o n ,  
w e  d o n ' t  y e t  k n o w ,  b u t  I t h i n k  in  t h e  l o n g  r u n  t h e  r a t e  of  C h i n e s e  e c o -  
n o m i c  g r o w t h  w i l l  d e p e n d  m a i n l y  on  e d u c a t i o n .  In  a n y  c a s e  i t  w i l l  b e  
slow. 

I w i l l  c o n c l u d e  b y  s a y i n g  t h a t  t h e s e  g r o w t h  r a t e s ,  of  t h e  k i n d  w h i c h  
w e  c a n  o b s e r v e ,  t a k e  a l o n g  t i m e  to  e s t a b l i s h ,  b u t ,  o n c e  t h e y  a r e  e s t a b -  
l i s h e d ,  t h e y  a r e  s e t  f o r  a g e n e r a t i o n  o r  t w o .  T h e  r a t e  of  e c o n o m i c  
g r o w t h  of  t h i s  c o u n t r y ,  o r  o f  a n y  o t h e r  c o u n t r y ,  i s  in  s o m e  w a y s  m o r e  
f i x e d  t h a n  we  g e n e r a l l y  t h i n k .  I t  i s  d e p e n d e n t  o n  v e r y  d e e p - s e a t e d  s o c i a l  
a n d  e d u c a t i o n a l  f a c t o r s ,  and ,  o n c e  a c o u n t r y  g e t s  s e t  on  a r a t e  of  e c o -  
n o m i c  g r o w t h ,  i t  i s  l i k e l y  to  m a i n t a i n  i t .  

T h a n k  y o u ,  M r .  C h a i r m a n .  

D R .  K R E S S :  G e n t l e m e n ,  D r .  C l a r k  i s  r e a d y  f o r  y o u r  q u e s t i o n s .  
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QUESTION: Sir, the Russians have said they are going to bury us 
economically. I wonder if you would care to predict when they will be 
in a position to carry out that threat. 

DR. CLARK: Well ,  they a re  p r o g r e s s i n g  b a c k w a r d s  at p r e s e n t  in 
r e l a t i v e  p r o d u c t i v i t y .  T h e r e  a r e  two o t h e r  po in ts  I m igh t  have m e n t i o n e d  
about Rus s i a .  You can  take t h e s e  f i g u r e s  a p a r t - - i t  r e q u i r e s  a m o r e  
i n t r i c a t e  t a b l e - - t o  show s e p a r a t e l y  a g r i c u l t u r a l  p r o d u c t i v i t y  a d v a n c e s ,  
i n d u s t r i a l  p r o d u c t i v i t y  advances ,  and then  a d v a n c e s  ob ta ined  by t r a n s -  
f e r r i n g  a g r i c u l t u r a l  popula t ion  to i n d u s t r y .  You wi l l  f ind that  m o s t  of 
the R u s s i a n  p r o g r e s s  has  b e e n  in the t h i r d  c l a s s .  That  is to say,  they  
had a r a t h e r  u n p r o d u c t i v e  indus t ry ,  and a v e r y  u n p r o d u c t i v e  a g r i c u l t u r e .  
But jus t  by a b ig  shi f t  of popu la t ion  f r o m  a g r i c u l t u r e  into i n d u s t r y  t hey  
c o n s i d e r a b l y  i n c r e a s e d  na t i ona l  a v e r a g e  p r o d u c t i v i t y .  T h e i r  i n d u s t r i a l  
p r o d u c t i v i t y  p e r  p e r s o n  e n g a g e d  has  not a d v a n c e d  v e r y  much .  Now, they  
won ' t  be able  to con t inue  th is  popula t ion  t r a n s f e r  v e r y  m u c h  longe r ,  for  
the i m p o r t a n t  r e a s o n  that  t h e i r  popu la t ion  a p p e a r s  to have  s topped  
g rowing .  

This cessation is something that you don't get your attention drawn 
to. The Russians are very skillful at diverting attention from embarras- 
ing facts. When they finally, after many years of silence published a 
population estimate in 1956 of 200 million, that was almost exactly equal 
to the population of the same area in 1941. I know they had devastating 
war losses. One French statistician estimated 17 million, or 8 percent 
of the population. But, even so, the fact that in 15 years there had been 
no net growth is astonishing. I think it is possible that the 1956 figure 
was misstated deliberately, because they are going to take a census in 
1959 and they want to have a base figure from which to show growth. 
"How to Lie with Statistics" is an important art in many countries. But, 
even if the 1956 figure is understated, there is plenty of subsidiary evi- 
dence about the check to population growth. I have been through the 
figures of school admissions, which depend upon the number of births 
since the war, and they are very, very low. So, if the population growth 
has been practically checked, their possibilities for economic growth 
will be checked, too. 

QUESTION: Tha t  f i gu re  on I taly,  t h e r e ,  is i n t e r e s t i n g  to me .  Wil l  
you c o m m e n t  on tha t?  It s e e m s  to me that  I t a ly  i s n ' t  exac t ly  l e a d i n g  the 
l e ague  in any th ing  excep t  that  p a r t i c u l a r  f i gu re .  

DR. CLARK: Italian economic growth has been astonishing. This is 
one of the cases where the line is broken. The old, pre-1920 Italy was 
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b a d l y  m i s g o v e r n e d ,  but  had r a p i d  e c o n o m i c  g r o w t h .  M u s s o l i n i ' s  p e r i o d ,  
f r o m  1922 to 1943, was  not p r o d u c t i v e .  T h e r e  was  f a r  too m u c h  g o v e r n -  
m e n t  r e g u l a t i o n .  But the p o s t w a r  g r o w t h  has  b e e n  a s t o n i s h i n g .  You 
c a n  m e a s u r e  i t  in the f i r s t  p l ace  by  the r a p i d i t y  wi th  which  I t a l i a n  e x -  
p o r t s  a r e  a p p e a r i n g  in v a r i o u s  m a r k e t s .  You c a n  m e a s u r e  it by  the 
g r o w t h  of c h e m i c a l s  and o t h e r  t e c h n i c a l l y  d i f f i cu l t  i n d u s t r i e s .  

QUESTION:  Your  c u r v e  on a l o g a r i t h m i c  s c a l e  was  a s t r a i g h t  l i ne .  

DR. C L A R K :  Yes .  

S T U D E N T :  On a l i n e a r  s c a l e  th is  would be e x p o n e n t i a l ,  w o u l d n ' t  
i t ?  

DR. CLARK: Yes. 

S T U D E N T :  Th i s  to m e  has  r a t h e r  s t a g g e r i n g  i m p l i c a t i o n s  when  you  
t h i n k  in t e r m s  of d e c a d e s  and c e n t u r i e s .  P a r t i c u l a r l y ,  it m e a n s  tha t  the  
d i f f e r e n c e  b e t w e e n  the  h ighs  and the  lows is g e t t i n g  b i g g e r .  Would  you 
c a r e  to c o m m e n t  on t h a t ?  

DR.  C L A R K :  Yes ,  tha t  is  SOo T h e r e  m a y  be  n a t u r a l  l i m i t s  to 
e c o n o m i c  g rowth ,  but  we c a n ' t  s e e  t h e m .  T h e y  a r e  v e r y  f a r  a h e a d .  Our  
g r e a t - g r a n d c h i l d r e n  100 y e a r s  h e n c e  m a y  be f a n t a s t i c a l l y  w e a l t h y ,  by 
o u r  s t a n d a r d s .  But  it is  c e r t a i n l y  t r u e  tha t  the d i f f e r e n c e s  b e t w e e n  the  
r i c h e r  and the  p o o r e r  c o u n t r i e s  a r e  ge t t i ng  w i d e r .  The  w o r l d  in 1850 
w a s  a m u c h  p o o r e r  p l a c e ,  but  the d i s c r e p a n c y  b e t w e e n  an A m e r i c a n  and 
an Ind i an  was  m u c h  l e s s  then  than  it  is  now. 

QUESTION:  I have  two q u e s t i o n s .  The  f i r s t  one is :  You m a d e  a 
s t a t e m e n t  t ha t  too  r a p i d  g r o w t h  can  be  d e t r i m e n t a l .  Wi l l  you e x p l a i n  
wha t  you m e a n t  by tha t7  The  s e c o n d  q u e s t i o n  is a l i t t l e  u n r e l a t e d  and 
d e a l s  wi th  e d u c a t i o n ,  the key  p a r t  tha t  e d u c a t i o n  p l a y s  in  g rowth .  How 
do you a c c o u n t  f o r  the U n i t e d  K i n g d o m  g r o w t h  b e i n g  at  on ly  . 9 p e r c e n t  
p e r  y e a r ?  

DR.  C L A R K :  B r i t a i n  has  s u f f e r e d  f r o m  h a v i n g  too good an e d u c a -  
t i o n a l  s y s t e m  f o r  too few p e o p l e .  The  B r i t i s h  e d u c a t i o n a l  s y s t e m  is 
a l m o s t  e n t i r e l y  d e s i g n e d  to p r o d u c e  good c i v i l  s e r v a n t s ,  and the  r e s u l t  
i s  tha t  you get  v e r y  good c iv i l  s e r v a n t s  and p r o f e s s i o n a l  men ,  and c o m -  
p a r a t i v e l y  poo r  b u s i n e s s m e n .  Y o u r  f i r s t  q u e s t i o n  was  o n - -  
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STUDENT: Why you believe growth can be too rapid. 

DR. CLARK: Oh, yes, too-rapid growth. Well, it is just the na- 

tional counterpart of the unduly successful man in private life. He gets 

superficially pleased with himself, and a bit psychologically unsure of 
himself, and his family relations become strained. There can be coun- 
terparts among nations of what you see in the individuals when they have 
been too successful. 

Q U E S T I O N :  D o c t o r ,  c o u l d  y o u  c o m m e n t  on  t h e  s o c i a l i z i n g  of  h e a v y  
i n d u s t r y ,  s u c h  a s  c o a l ,  s t e e l ,  r a i l s ,  and  s o  f o r t h ,  and  t h e  e f f e c t  on  t h e  
e c o n o m i c  g r o w t h ?  

D R .  C L A R K :  W e l l ,  r a i l w a y s  a r e  n a t i o n a l i z e d  in  a l m o s t  e v e r y  c o u n -  
t r y  e x c e p t  t h e  U n i t e d  S t a t e s .  I t  d o e s n ' t  s e e m  to  m a k e  m u c h  d i f f e r e n c e .  
N a t i o n a l i z a t i o n  o f  c o a l  h a s  b e e n  r e m a r k a b l y  u n s u c c e s s f u l  in  B r i t a i n ,  m o d -  
e r a t e l y  s u c c e s s f u l  in t h e  N e t h e r l a n d s .  N a t i o n a l i z a t i o n  of s t e e l  i s  n o t  
i n  o p e r a t i o n  I t h i n k ,  e x c e p t  in  t h e  C o m m u n i s t  c o u n t r i e s .  I t h i n k  t h e  o n l y  
c o n c l u s i o n  y o u  c a n  d r a w  f r o m  h i s t o r i c a l  e v i d e n c e  i s  t h a t  s o m e  n a t i o n a l -  
i z e d  i n d u s t r i e s  c a n  be  s u c c e s s f u l  if  t h e y  a r e  w e l l  r u n  a n d  i f  p o l i t i c a l  
l e a d e r s h i p  i s  g o o d ;  b u t  t h e y  a r e  v e r y  o f t e n  u n s u c c e s s f u l .  

QUESTION: Dr. Clark, I would like to ask two questions. First: 

How many years are these percentages based on? Second: When do you 
estimate that Russia will reach the trend line, when it will come back 
from 8 percent down to 2 percent? 

DR. CLARK: The evidence in most cases goes back for about 50 

years. I don't think in any case that I have used less than 30 years. The 

best judgment I can get on the Russian trend line comes from an old 
friend of mine called Nauru Jasny who lives in Washington. He is one of 
the last survivors of the Russian emigres. He was an official who fled 
the country after the revolution. He thinks we are just now at the turn- 

ing point. You can't pin it down to precisely a year. He sees clear 

evidence of a slowing down in 1956 and probably some further slowing 

down in 1957. 

QUESTION: I don't believe you said, Dr. Clark, exactly what 
those figures are, whether they are a conglomerate of many measures 
or whether they are productivity per hour or bushels of grain, or exactly 
what they are. 
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DR.  C L A R K :  T h e y  a r e  p e r  m a n  h o u r ,  a n d  t h e y  a r e  o f  " r e a l  n a t i o n a l  
p r o d u c t ,  " w h i c h  i s  a c o m p o s i t e  w h i c h  h a s  to  be  m e a s u r e d  b y  a n  i n d e x -  
n u m b e r  m e t h o d .  I t  i s  t h e  p r o d u c t  of a l l  g o o d s  and  s e r v i c e s .  T h e y  a r e  
p e r c e n t  p e r  a n n u m  g r o w t h  r a t e ,  in  p e r - m a n - h o u r  p r o d u c t  of a l l  g o o d s  
a n d  s e r v i c e s .  

Q U E S T I O N :  We a r e  i n c l i n e d ,  I t h i n k ,  to  t r y  t o  r e l a t e  i n d i v i d u a l  
e n t e r p r i s e  w i t h  t h i s  g r o w t h  r a t e .  A r g u i n g  a g a i n s t  t h a t ,  of  c o u r s e ,  w o u l d  
b e  t h e  h i g h  f i g u r e s  we s e e  f o r  b o t h  S w e d e n  a n d  U S S R .  C a n  y o u  h e l p  u s  
o n  t h a t  ? 

DR. CLARK: Well, first of all, in Russia, the Communist direction 
of the economy can achieve a very rapid and rather harsh transfer of 
peasant population into industry, and that has been the main factor in 
Russian growth. The efficiency of Russian industry has not grown very 
much. I agree with your proposition on the whole, that free enterprise 
and the free market do make best for economic growth. But that is com- 
patible, in a country like Sweden, with having such industries as rail- 
roads and hydroelectric power nationalized. The rest of the Swedish 
economy however is free market. 

QUESTION: I think it would be interesting if you could comment on 
the potential growth rates of, say, Israel  and Egypt, or the new Arab 
Republic as it now exists. Do you have any figures on which you can 
base such an estimate? 

D R .  C L A R K :  E g y p t  h a s  s o m e  i n f o r m a t i o n ,  b u t  i t  is  v e r y  p o o r .  S o m e  
e c o n o m i c  p r o g r e s s  h a s  t a k e n  p l a c e  in  E g y p t  i n  t h e  p a s t  w h i c h  we  c a n  
j u d g e  j u s t  f r o m  the  c e n s u s .  T h e r e  h a s  b e e n  s o m e  t r a n s f e r  of  p o p u l a t i o n  
i n t o  i n d u s t r y ,  a n d  a c e r t a i n  g r o w t h  in  i n d u s t r i a l  p r o d u c t i v i t y .  T h e  p o s i -  
t i o n  of  E g y p t  i s  n o t  a s  h o p e l e s s  a s  s o m e  p e o p l e  s u p p o s e  w h e n  t h e  9" l o o k  
a t  i t s  p o p u l a t i o n  g r o w t h .  T h e  r a t e  of  p o t e n t i a l  g r o w t h  of I s r a e l ,  on  the  
o t h e r  h a n d ,  I ' d  s a y  i s  l e s s  t h a n  i s  c o m m o n l y  c l a i m e d .  I s r a e l  s u f f e r s  
f r o m  an  o v e r p o w e r f u l  t r a d e  u n i o n  m o v e m e n t ,  a n d  f e a t h e r b e d d i n g  a n d  
s i m i l a r  d e v i c e s  h a v e  b e e n  i m p o r t e d  i n t o  I s r a e l  t o  an  e x t r a o r d i n a r y  d e g r e e .  

Q U E S T I O N :  D r .  C l a r k ,  c e r t a i n  of  t h e  R u s s i a n  s a t e l l i t e s  h a d  r e p u t a -  
t i o n s  a s  e n t e r p r i s i n g  n a t i o n s  b e f o r e  t h e  w a r .  I w o n d e r  i f  y o u  c o u l d  c o m -  
m e n t  on  t h e  e f f e c t  of R u s s i a n  d o m i n a n c e  on  t h e  e c o n o m i c  g r o w t h  of  t h e s e  
c o u n t  r i e  s .  

DR. CLARK: I do not think Russia has satellitized any country 
which had a high rate of economic growth before the war. Poland and 

17 



Czechoslovakia had moderate, not high, rates of growth. Yugoslavia 
had a moderate growth rate, which she has still preserved. 

QUESTION: Doctor, looking at the figure on Germany, it would 
seem that the three principal factors you mentioned are not lacking in 
Germany. They rate high in all three. Yet it is difficult to reconcile 
this rather low rate against their astounding recovery. Is it a case 
where they are doing what they ought not to do? How do you reconcile 

it? 

D R .  C L A R K :  T h e  G e r m a n  f i g u r e  i s  s t i l l  a b i t  u n c e r t a i n .  Y o u  s e e ,  
t h e  " a s t o u n d i n g  r e c o v e r y "  of  G e r m a n y  d e p e n d s  u p o n  t h e  p r i n c i p l e  w h i c h  
I d e m o n s t r a t e d .  I t ' s  j u s t  t h a t  t h e  G e r m a n  e c o n o m y  h a d  b e e n  r e d u c e d  to  
a v e r y  low l e v e l ,  and  f o r  t h a t  r e a s o n  a l o n e ,  f o r  s o m e  y e a r s ,  t h e  r a t e  of  
g r o w t h  c a n  be  v e r y  h i g h .  W h e n ,  h o w e v e r ,  y o u  m e a s u r e  G e r m a n  p r o d u c -  
t i v i t y  n o t  a g a i n s t  t h a t  of t he  1 9 3 0 ' s  t he  a d v a n c e  i s  s e e n  n o t  to  h a v e  b e e n  
s o  b r i l l i a n t .  G e r m a n y  h a s  s u f f e r e d  f r o m  a c o n s i d e r a b l e  m e a s u r e  of  
o v e r o r g a n i z a t i o n .  T h e  i n t e r f e r e n c e  w i t h  t h e  f r e e  m a r k e t  b y  c a r t e l s  in  
G e r m a n y  i s  m u c h  m o r e  s e r i o u s  t h a n  a n y t h i n g  y o u  f i n d  in a c o u n t r y  l i k e  
S w e d e n - - e v e n  t h o u g h  G e r m a n y  is  a l w a y s  t a l k i n g  a b o u t  f r e e  e n t e r p r i s e ,  
a n d  S w e d e n  is  a l w a y s  t a l k i n g  a b o u t  s o c i a l i z a t i o n .  I t h i n k  G e r m a n  e c o -  
n o m i c  p r o g r e s s  w i l l  d e p e n d  on  t h e i r  a b i l i t y  to  s h a k e  of f  t h e i r  c a r t e l s ,  
a n d  a l s o  t h e i r  h i g h  r a t e s  of  t a x a t i o n .  G e r m a n y  i s  j u s t  a t  a t u r n i n g  p o i n t  
n o w .  She  h a s  c l e a r l y  c o m e  to  t h e  e n d  of  t he  p e r i o d  o f  e a s y  g a i n s .  S h e ' s  
r u n n i n g  i n t o  l a b o r  s h o r t a g e s  and  r i s i n g  c o s t s ,  j u s t  l i k e  t h e  U n i t e d  S t a t e s .  

Q U E S T I O N :  D r .  C l a r k ,  a g r e a t  m a n y  e c o n o m i s t s  t a l k  a b o u t  t h e  
p r o b l e m s  of c a p i t a l  a c c u m u l a t i o n  a s  b e i n g  l i m i t i n g  f a c t o r s  to  e c o n o m i c  
g r o w t h ,  p a r t i c u l a r l y  a s  i t  a p p l i e s  to  t he  u n d e r d e v e l o p e d  c o u n t r i e s .  Y o u  
h a v e  B r a z i l  on y o u r  c h a r t  t h e r e ,  b u t  y o u  h a v e n ' t  s a i d  v e r y  m u c h  a b o u t  
t h e  u n d e r d e v e l o p e d  c o u n t r i e s .  W o u l d  y o u  c o m m e n t  on  t h i s  p l e a s e ?  

D R .  C L A R K :  I t h i n k  t h i s  p r e o c c u p a t i o n  w i t h  c a p i t a l  a c c u m u l a t i o n  
i s  j u s t  a s i g n  of m a t e r i a l i s t i c  t h i n k i n g ,  w h i c h  i s  no t  c o n f i n e d  to  M a r x i a n s .  
T h e r e  a r e  m a n y  a n t i - M a r x i a n s  a l s o  p r e o c c u p i e d  w i t h  c a p i t a l .  C a p i t a l ,  
of  c o u r s e ,  i s  a n e c e s s i t y ,  b u t  i t  i s  f a r  f r o m  a s u f f i c i e n t  c o n d i t i o n  f o r  
e c o n o m i c  g r o w t h .  M a n y  of  t h e  m o s t  i m p o r t a n t  e c o n o m i c  d e v e l o p m e n t s  
in  r e c e n t  y e a r s  h a v e  i n d e e d  b e e n  c a p i t a l - s a v i n g  r a t h e r  t h a n  c a p i t a l -  
r e q u i r i n g  

I m e a n t  w h a t  I s a i d ,  f o r  p o o r  c o u n t r i e s  a s  w e l l  a s  f o r  r i c h ,  t h a t  
e n t e r p r i s e ,  e f f o r t ,  a n d  e d u c a t i o n  c o u n t  f o r  m u c h  m o r e  t h a n  c a p i t a l .  A 
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country which is possessed of those factors and lacks capital will be 
able to scrape enough together, like Japan, or as India could if she 
tried. It is a serious mistake to think of capital accumulation as con- 
trolling economic growth. It may lead you to ridiculous conclusions. 

QUESTION: Dr. Clark, the United Kingdon there has a very low 
rate of growth. I wonder if the Government is concerned about that, 
and, if so, what measures have been taken to improve it. 

DR.  C L A R K :  B r i t a i n ' s  p r i n c i p a l  p r o b l e m ,  a p a r t  f r o m  the  e c c e n -  
t r i c i t y  of t he  e d u c a t i o n a l  s y s t e m ,  is  e x e s s i v e  t a x a t i o n .  In 1945 I p u b -  
l i s h e d  an a r t i c l e  i n d i c a t i n g  t ha t  25 p e r c e n t  of ne t  n a t i o n a l  i n c o m e  was  
abou t  the  s a f e  e c o n o m i c  l i m i t  f o r  t a x a t i o n .  V e r y  few c o u n t r i e s  h a v e  
k e p t  w i t h i n  t ha t  l i m i t .  If you  m o v e  the  f i g u r e  up  to 30 p e r c e n t ,  a s  the  
U n i t e d  S t a t e s  h a s  done ,  the  r e s u l t  i s  you  ge t  a c r e e p i n g  i n f l a t i o n  of 
p r i c e s .  If  you  m o v e  the  f i g u r e  up to 36 p e r c e n t ,  as  B r i t a i n  h a s  done ,  
you  p r e t t y  w e l l  w e a r  down the  who le  e c o n o m y .  

Q U E S T I O N :  Do you  have  a f i g u r e ,  D o c t o r ,  f o r  Ch ina ,  o r  c o u l d  you  
c o m m e n t  on the  p o s i t i o n  of C h i n a ?  

DR.  C L A R K :  What  l i t t l e  e v i d e n c e  we h a v e  s e e m s  to i n d i c a t e  t h a t  
in the  l a s t  i 00  y e a r s  C h i n a ' s  e c o n o m i c  g r o w t h  ha s  b e e n  b a c k w a r d s .  I t  
is  v e r y  d o u b t f u l  w h e t h e r  t h e r e  ha s  b e e n  m u c h  p o p u l a t i o n  g r o w t h  in  the  
l a s t  i 00  y e a r s ,  e i t h e r .  T a k e  no n o t i c e  of wha t  you  a r e  t o ld  abou t  C h i n a  
h a v i n g  a p o p u l a t i o n  of 600 m i l l i o n ,  g r o w i n g  12 m i l l i o n  m o r e  p e r  a n n u m .  
At any  r a t e ,  if a n y b o d y  q u o t e s  t h o s e  f i g u r e s ,  a s k  h i m  w h e r e  he  got  
t h e m  f r o m .  T r a c e  t h e m  b a c k  to t h e i r  o r i g i n ,  w h i c h  you  w i l l  f ind  i s  
v e r y  n e b u l o u s .  I t h i n k  C h i n a  w i l l  m a k e  s o m e  p r o g r e s s ,  bu t  v e r y  s l o w .  
I t h i n k  the  p o p u l a t i o n  g r o w t h  m a y  be  1 p e r c e n t  p e r  a n n u m ,  bu t  no t  2 
p e r c e n t ,  and  I v e r y  m u c h  doub t  w h e t h e r  t h e r e  a r e  600 m i l l i o n  C h i n e s e .  

Q U E S T I O N :  If  we d o n ' t  h a v e  va l i d  f i g u r e s  f r o m  C h i n a ,  wha t  v a l i d -  
i t y  do you  a s s i g n  to t he  f i g u r e s  w h i c h  you  h a v e  f o r  R u s s i a ?  

DR.  C L A R K :  Wel l ,  I h a v e  s p e n t  a v e r y  l ong  t i m e  d i g g i n g  in t h e m .  
I p u b l i s h e d  a c r i t i c a l  b o o k  on R u s s i a n  s t a t i s t i c s  b a c k  in  1939, and have  
b e e n  w o r k i n g  on t h e m  e v e r  s i n c e .  T h e y  r e q u i r e  a g r e a t  d e a l  of c r o s s -  
c h e c k i n g .  We c a n  ge t  s o m e  i n f o r m a t i o n .  

Q U E S T I O N :  D o c t o r ,  you  a r e  in  an e x c e l l e n t  p o s i t i o n  to o b s e r v e  the  
i m p a c t  of f o r e i g n  a id  p r o g r a m s ,  p a r t i c u l a r l y  f i n a n c i a l  a s s i s t a n c e  to the  
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c o u n t r i e s  to  w h i c h  we h a v e  b e e n  p r o v i d i n g  t h i s  a s s i s t a n c e .  W o u l d  y o u  
c a r e  to  e x p r e s s  y o u r  o p i n i o n  a s  to  w h e t h e r  t h e  A m e r i c a n  t a x p a y e r  i s  
g e t t i n g  h i s  d o l l a r ' s  w o r t h  in  t h e s e  p r o g r a m s ?  

D R .  C L A R K :  P r o b a b l y  t h e  c o u n t r y  I k n o w  b e s t  w h i c h  h a s  r e c e i v e d  
a id  h a s  b e e n  P a k i s t a n .  I s p e n t  s o m e  t i m e  t h e r e  p r e p a r i n g  an  e c o n o m i c  
r e p o r t ,  a n d  I s p e n t  m o r e  t i m e  w i t h  t h e  A r m y  o f f i c e r s  t h a n  I d id  w i t h  
c iv i  l i a n s .  

In  P a k i s t a n  t h e  U n i t e d  S t a t e s  h a s  a v e r y  f i r m  a n d  l o y a l  a l l y .  I w a s  
t a k e n  u p  to  s o m e  of  t h e  m i l i t a r y  p o s t s  on  t h e  R u s s i a n  f r o n t i e r ,  w h i c h  
a r e  v e r y  i n t e r e s t i n g .  

I think there are a number of other examples which you can select, 
where the United States has some very firm allies. The Pakistanis 

naturally resent the attention which the United States and Britain are 

paying to India, which they regard as a most unscrupulous neighbor-- 

and I ra'her share their views. India has a very powerful army, after 

all these talks about peace. 

At the other end of the scale, I'd say that giving money to countries 
like Britain and France is the worst form of international "pork-barrel. " 
Wealthy European countries should not seek help from the U. S. Treasury. 

Intermediate is the case of Japan. Japan does not ask for direct 

subsidies. What she does ask, in effect, is the right to sell equipment 
to U. S. forces in the Pacific, for dollars. I think that it was a states- 

manlike decision on America's part to give Japan not subsidies, but this 
particular trading right until she has caught up her balance of payments. 
It will be only another year or two until Japan can stand on her own feet. 

DR. KRESS: Doctor, we have come to the end of our time period. 

You have given us a great deal of information and it will be useful 

throughout the year. Thank you very much. 
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