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PREFACE

This book 1s the product of both a highly spontaneous and a highly
protracted effort.

Proximately, it derves from a sct of lectures prepared and deli-
vered at Cambridge University 1n the autumn of 1958, While there
on sabbatical leave from MLIT., I was invited by the Faculty of
Economics and Politics to present views en “The Process of Indus-
tnalization’ to an undergraduate audience. This book emerged
directly from the effort to respond to that invitation, bearing still
the marks of the occasion in its informality and non-technical
character.

On the other hand the book fulfils, at least ad mterim, a decision
made when I was an undergraduate at Yale, in the mid-1930’s.
At that tme 1 decided to work professionally on two problems: the
relatively narrow problem of bringing modern economic theory to
bear on economic history; and the broader problem of relating
economuc to soctal and political forces, in the workings of whole
societies. Asa student and teacher these two questions have engaged
me ever since.

Specifically, I found Marx’s sobutton to_the problem of linking
economic and non- econom“’ﬁ—havfaﬁ'u:and the solutions of others
whe-hed-grappled-withr It—unsatlsfacto without then feellng pre-
paredto Gffér an alteiiiative. Over the intervening years I explored
facets of the relationship: m work on Britain of the nineteenth
century; in teaching American history at Oxford and Cambridge;
in studies of modern Russia, China, and the United States; and
1n elaborating general views on the process of economuc growth,
In addition, the expertence of working from time to time on prob-
lems of military and foreign policy added some illumination, This
book unifies what I have thus far learned about the central problem
from all these directions.

The views presented here might have been elaborated, 1 a more
conventional treatise, at greater length, in greater detail, and with
greater professional refinement. But there may be some virtue in
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Prefuce

articulating new ideas briefly and smply to an mteliigent non-
professional audience. There are devices of obscurity and diver-
stonary temptations that are denied the teacher of undergraduates.
In any case, T owe a real debt to the lively and challenging students
at Cambridge who came to hear the lectures, and whose response
gave the enterprise an authentic air of intellectual adventure.

Chapter 4 1s substantially reprinted, with excisions, from “ The
Take-off into Self-Sustained Growth s published in the Economic
Journal, March 1956, and here inciuded with the kind permission
of the editors,

I'am 1n the debt of others as well, 1n Cambridge and beyond, who
commented on this set of ideas. I should wish to thank, in particu-
lar, Lawrence Barss, Kenneth Berrill, Dents Brogan, Richard
Goodwin, Richard Hofstadter, Richard Kann, Albert Kervyn, W. 1.
Macpherson, Gunnar Myrdal, M, M. Postan, E. A. Radice, C.
Raphael, Sir Denms Robertson, Joan Robinson, George Rosen,
P. N. Rosenstemn-Rodan, Arthur Schiesinger, Sr, Charies Wilson,
and the staff of The Economust for observations which, whether
wholly accepted or not, proved extremely helpful.

I owe a quite specific and substantial debt to my wife, Elspeth
Davies Rostow. While 1 was working in the summer of 1957 on
a study of recent American military and foreign policy, she msisted
that 1t was necessary to bring to bear the sights that economic
history might afford. It was directly from that injunction, and from
the protracted dialogue that followed, that the full sequence of
stages-of-growth first fell into place, as well as certain of the con-
temporary applications here developed in chapters 7-q,

A longer-term and more diffuse debt is owed to my colleagues at
M.LT.,, who generously commented on various segments of this
argument as they were formulated and, notably, to the students in
my graduate seminar m economic history since 1950, who actively
shared in the creation of this structure of thought.

The preparation of this book was rendered both pleasant and easy
by the facilities made available to me by the Faculty of Economics
and Politics at Cambridge and those who run the Marshall Library.
Their willingness to assist a transient teacher, in the midst of their
urgent responsibilities, was memorable,

X
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The charts in chapter 6, illustrating the diffusion of the private
automobile, and the supporting data presented (n the Appendix,
are the work of John Longden, who most generously turned from
his own work to help dramatize that portion of the argument,

Finally, I would wish to thank those at M.I.T. who granted me
a sabbatical year, and the Carnegie Corporation, which offered the
freedom and resources of a Reflective Year Grant. It is not easy,
in contemporary acadenuc life, to find a setting where one can con-
centrate one’s attention wholly on the elaboration of 4 single line of
oughe W. W. ROSTOW
MARSHALL LIBRARY
CAMBRIDGE

March 1959



1780 1800 1820 1840 1860 1880 1900 1920 1940 1959

3 Britain

: .; France
B Usa

e Germany
Sweden
| Jaan

) Russia

8 Canada
Australia

Turkey

Arpentina

Maturity

/
i % .// Mexico
. . High mass- conshmpuon % é Chi
/ na
: % 4 India
Chart of the stages of economic growth m selected countries. Note that Canada and

Australia have entered the stage of high mass-consumption before reaching maturity.
[By courtesy of the Econamist.)

CHAPTER I
INTRODUCTION

This book presents an economic histortan’s way of generalizing the
sweep of modern history, The form of this generalization 15 a set
of stages-of-growth.

I have gradually come to the view that 1t is possible and, for
certamn limited purposes, it is useful to break down the story of
each national economy—and sometimes the story of regions—
according to this set of stages. They constitute, m the end, both
a theory about economic growth and a more genefal, if still highly
partial, theory about modern history as a whole,

But any way of looking at things that pretends to bring within
its orbit, let us say, significant aspects of late eighteenth-century
Britain and Khrushchev's Russia; Meiji Japan and Canada of the
pre-1914 railway boom; Alexander Hamilton's United States and
Mao’s China; Bismarck’s Germany and Nasser’s Egypt—any such
scheme 1s bound, to put it mildly, to have certain limmtations.

I cannot emphasize too strongly at the outset, that the stages-of-
growth are an arbitrary and limuted way of looking at the sequence
of modern history: and they are, in no absolute sense, a correct -
way. They are designed, i fact, to dramatize not merely the uni-
formites 1n the sequence of modermzation but also—and equally—
the umqueness of each nation’s experience.

As Croce said 1n discussing the limits of historical materialism:
‘.. .whilst 1t 18 possible to reduce to general concepts the particular
factors of reality which appear 1 history. . .1t is not possible to
work up into general concepts the single complex whole formed
by these factors’ * We shall be concerned here, then, with certam

* particular factors of reality” which appear to run through the story
of the modern world since about 1700:

Having accepted and emphasized tfle limited nature of the enter-
prise, 1t should be noted that the stages-of-growth are designed

* B. Croce, Historscal Materialism and the Economics of Karl Mars, v, C. M. Meredith
{London), pp. 3-4.
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Introduction

to grapple with a quite substantial range of issues. Under what
impulses did traditional, agricultural societies begin the process of
therr modermization? When and how did regular growth come to
be a built-in feature of each society? What forces drove the process
of sustained growth aiong and determuned its contours? What com-
mion social and political features of the growth process may be dis-
cerned at each stage? And in which directions did the uniqueness of
each society express itself at each stage? What forces have determined
the relations between the moredeveloped and less developed areas ;and
whatrelation, ifany, did the relative sequence of growth bear totheout-
break of war? And, finally, where 1s compound interest* taking us? Is
1t taking us to Communism; or to the affluent suburbs, mcely rounded
out with socrai overhead capital ; todestruction ; to the moorn; or where?

The stages-of-growth are designed to get at these matters; and,
since they constitute an alternative 0 Karl Marx’s theory of modern
history, I have given over the final chapter to a comparison between
his way of looking at things and mine.

Tut this should be clear: although the stages-of-growth are an
economic way of looking at whole societies, they in no sense mply
that the worlds of politics, social orgamzation, and of culture are
a mere superstructure built upon and derived uniquely from the
economy, On the contrary, we accept from the beginning the
perception on which Marx, 1n the end, turned his back and which
Engels was only willing acknowledge whole-heartedly as a very
old man; namely, that societies are interacting organisms. While
it 15 true that economic change has political and social consequence,
economic change 1s, itself, viewed here as the consequence of
political and social as well as narrowly economic forces. And in
terms of human motivation, many of the most profound £COnOMIC
changes are viewed as the consequence of non-economic human
motuves and aspirations. The student of economic growth concerned
with its foundation in human motivation should never forget
Keynes’s dictum: ‘If human nature felt no temptation to take a
chance no satisfaction (profit dpart) in constructing a factory, a rail-

* This phrase 15 used as a shorthand way of suggesting that growth normally
proceeds Y geometric Progression, much as A savings account if interest 15 left to
compound with preipal,

2z
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way, 3 mimne or a farm, there might not be much investment merely
as a result of.cold calgulation.””” 7

The exposition begins with an impressionistic definition of the
five major stages-of-growth and a brief statement of the dynamic
theory of production which is their bone-structure. The four chap-
ters that follow consider more analytically, and illustrate fro_m
history and from contemporary experience, the stages beyond the
traditional society: the preconditions period, the take-off, maturity,
and the period of diffusion on a mass basis of durable consumers’
goods and services. 7

Chapter 7 examines the comparative patterns of growth of Russia
and the Uﬁlted States aver the past century, 2 matter of both his-
torical and contemporary wnterest.

Chapter 8 applies the stages-of-growth to the question of aggres-
sion and war, down to the early 19 50’s, the question conventionally
raised under the rubric of imperalism.

Chapter ¢ carries forward this amalysis of the relation between
growth and war mntothe future, considering the nature of the problem
of peace, when examined from the perspective of the stages-of-
growth. )

And, finally, m chapter 1o we examine explicitly the relattonship
between the stages-of-growth and the Marxist system.

Now, then, what are these stagcs—of—growth?

* General Theory, p. 150




CHAPTER 2

THE FIVE STAGES-OF-GROWTH—
A SUMMARY

It 15 possible to identify all socienes, in their ecoromic dimensions,

as Iying within one of five categories: the ‘thaditionat society, the

(1;\preconditions for take-off the take-off, The drive to maturity, and
athe age of high mass-consumption,

THE TRADITIONAL SOCIETY

First, the traditional society, A traditional society 1s one whose
structure is developed within limited production functions, based
on pre-Newtonian science and technology, and on pre-Newtonian
atutudes towards the physical world. Newton is here used as
a symbol for that watershed in history when men came widely to
believe that the external world was subject to a few knowable laws,
and was systematically capable of productive manipulation.

The conception of the traditional society 1s, however, m no sense
static; and it would not exclude 1ncreases in output, Acreage could
be expanded; some ad hoc technical innovations, often highly pro-
ductive innovations, could be introduced in trade, industry and
agriculture; productivity could rise with, for example, the improve-
ment of irnigation works or the discovery and diffusion of a new
crop. But the central fact about the traditional society was that
a ceiling existed on the level of attamable output per head. This
ceiling resulted from the fact that the potentialities which flow from
modern science and technology were either not available or not
regularly and systematically applied.

Both i the longer past and in recent times the story of traditional
societies was thus a story of endless change. The area and volume
of trade within them and between them fluctuated, for example,
with the degree of political and sociai turbulence, the efficiency of
central rule, the upkeep of the roads. Population—and, within
limits, the level of life——rose and fell not only with the sequence

4
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of the harvests, but with the incidence of war and of plague. Varying
degrees of manufacture developed; but, as n agriculture, the level
of productivity was limuted by the inaccessibility of modern science,
1ts applications, and its frame of mnd. .
Generally speaking, these societies, because of the.lil.mtation on
productivity, had to devote a very high proportion of their resources
to agricuiture; and flowing from the agricultural system there was
an hierarchical soctal structure, with relatively narrow scope—but
some scope—for vertical mobility. Family and clan connexions
played a targe role 1n social orgamzation. The value system of these
societies was generally geared to what might be called a long-run
fatalism; that is, the assumption that the range of possibilities open
te one’s grandchildren would be just about what 1t had been _for_
one’s grandparents. But this long-run fatalism by no means excluded

the short-run option that, within a considerable range, it was pos-
sible and legitimate for the individual to strive to improve his lot,
within his lifettime. In Chinese villages, for exampie, there was an
endless struggle to acquire or to avold losing land, yielding a situa-
tion where land rarely remained within the same family for a century.

Although central political rule—in one form or another—often
existed I traditional societies, transcending the relatively self-
sufficient regions, the centre of gravity of political power generally
lay 1n the regions, 1n the hands of those who owned or controlled

.the Jand. The landowner mawntained fluctuating but usually pro-

found influence over such central political power as existed, backed
by 1ts entourage of civil servants and soldiers, imbued with attitudes
and controlled by interests transcending the regions.

In terms of history then, with the phrase *traditional society’
we are grouping the whole pre-Newtoman world; the dynasties 1n
China; the avilization of the Middle East and the Mediterranean:
the world of medieval Europe. And to them we add the post-
Newtonian societtes which, for a time, remained untouched or
unmoved by man’s new capability for regularly mampulating his
environment to his economic advantage.

To place these mfimitely various, changing societies 1n a smgle
category, on the ground that they all shared a ceiling on the produc-
tivaty of their economic techniques, 1s to say very littie indeed. But

5



The five stages-of-gromth—a summary

we are, after all, merely clearing the way in order to get at the
subject of this book; that 1s, the post-traditional societies, m which
each of the major charactenstics of the traditional society was
altered in such ways as to permit regular growth: its politics, sociai
structure, and {to a degree) its values, as well as its economy.

THE PRECONDITIONS FOR TAKE-OFF

The second stage of growth embraces societies 1n the process of
transition; that s, the period when the preconditions for take-off
are developed; for it takes time to transform a traditional soctety
1n the ways necessary for it to exploit the fruits of modern scIence,
to fend off dimmushing returns, and thus to &fjo§ 67 the blessings and
choices opened up by the march of compound interest.

The preconditions for take-off were initially developed, in a clearly
marked way, 1o Western Europe of the late seventeenth and early
eighteenth centuries as the insights of modern science began to be
translated mto new production functtons i both agriculture and
industry, in a settmg given dynamism by the lateral expansion of
world markets and the international competition for them, But
all that lies behind the break-up of the Middle Ages 1s reievant to
the creation of the preconditions for take-off in Western Europe.
Among the Western European states, Britain, favoured by geography,
natural resources, trading possibilities, social and political structure,
was the first to develop fully the preconditions for take-off,

The more general case i modern history, however, saw the stage
of preconditions arise not endogenously but from some external
mtrusion by more advanced socteties. These mnvasions—literal or
figurative—shocked the traditional society and began or hastened
its undoing; but they also set i motion ideas and sentiments which
1nitiated the process by which a modern alternative to the traditional
society was constructed out of the old culture,

The idea spreads not merely that economic progress is possible,
but that economic progress 1s a necessary condition for some other
purpose, judged to be good: be it natonal dignity, private profit,
the general welfare, or a better life for the children. Fducation, for
some at least, broadens and changes to st the needs of modern
economic activity, New types of enterprising men come forward —

6
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10 the private economy, in government, or both-—willing to mobilize
savings and to take risks in pursuit of profit or modermization.
Banks and other 1nsututions for mobilizing capital appear. Tnvest-
ment increases, notably in transport, communications, and 1n raw
materials 1n which other nations may have an economic interest.
The scope of commerce, internal and external, widens. And, here
and there, modern manufacturing enterprise appears, using the new
methods. But all this activity proceeds at a limited _pace within |
an economy and a soctety still mainly characterized by traditional ¢
low-productivity methods, by the old social structure and values, :
and by the regionally based political institutions that developed 1n
conjunction with them.

In many recent cases, for example, the traditional society per-
sisted side by side with modern economic activities, conducted for
limited economic purposes by a colonial or quasi—colonial power.

Although the period of transition—between the traditional society
and the take-off—saw major changes in both the economy itself
and 1n the balance of social values, a decisive feature was often
political, Politically, the building of an effective centralized national__
state—on the basis of coalitions touched with a new nationalism, J
In opposition to the traditional landed regional interests, the
colonial power, or both, was a decisive aspect of the preconditions
period; and it was, almost umversally, a necessary condition for
take-off.

There is a great deal more that needs to be said about the pre-
conditions period, but we shall teave 1t for chapter 3, where the
anatomy of the transition from a traditional to a modern society
1s examined.

THE TAKE-OFF

We come now to the great watershed in the life of modern societies:
the third stage in this sequence, the take-off. The take-off is the
interval when the old blocks and Tesistances to steady growth are
finally overcome. The forces making for economic © progress, which
vielded limited bursts and enclaves of modern activity, expand and
come to domunate the society. Growth becomes its normal condi-
tion. Compound interest becomes built, as 1t were, 1nto its habits
and institutional structure,
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The five stages-of-growth—a summary

In Britain and the well-endowed parts of the world populated
substantially from Britan (the United States, Canada etc) the
proximate stimulus for take-off was mawnly (but not wholly) techno-

Alpgl‘ggln."@_me more general case, the take-off awaited not only the .

" build-up of social_overhead capital a surge of technoiogmab;t;

development 1n industry and agriculture, but also the emergence
to political power-of-a-group. prepared to regard the modernization
of the economy as serious, high-order political businég;js:_l P —
Dunng the take-off, the rate of effective mvestment and savings
may rise from, say, 5% of the national mncome to 10% or more;
although where heavy social overhead capital investment was required
to create the technical preconditions for take-off the investment rate
1 the preconditions permod.conld be higher than 5%, as, for example,
1n Canada before the 18g0’s and Argentina before 1914, In such cases
caprtal imports usually formed a high proportion of total investment
1n the preconditions pertod and sometimes even during the take-off
itself, as in Russia and Canada during their pre-1g14 railway booms.
During the take-off new industries expand tapidly, yielding profits
a large proportion of which are remvested 1 new plant; and these
new industries, 1n turn, stimulate, through thewr rapidly expanding
requirement for factory workers, the services to support them, and
for other manufactured goods, a further expansion in urban areas
and in other modern industrial plants. The whole process of expan-
sion in the modern sector yields an increase of income 1n-the hands
of those who not only save at high rates but place their savings at
the disposal of those engaged in madern sector activities, The new -
class of entrepreneurs expands; and 1t directs the enlarging flows
of investment m the private sector. The economy explorts hitherto

( unused natural resources and methods of production.

New techniques spread m agriculture as well as industry, as
agriculture 15 commercialized, and mereasing numbers of farmers
are prepared to accept the new methods and the deep changes they
bring to waw_fe_._ The revoiutionary changes 1 agricultural
productivity are an essential condition for successful take-off; for
modernization of a society increases radically its bill for agriculturat
products. Ina decade or two both the basic structure of the economy
and the social and political structure of the society are transformed

8

The take-off

in such a way that a steady rate of growth can be, thereafter,
regularly sustained.

As mdicated 1 chapter 4, one can approximately allocate the
take-off of Britain to the two decades after 1783; France and the
Unite¢ States to the several decades preceding 1860; Germany,
the third quarter of the nineteenth century; Japan, the fourth quarter
of the nineteenth century; Russia and Canada the quarter-century
or so preceding 1914; while durmg the 1g50’s India and China
have, m quite different ways, launched their respective take-offs.

THE DRIVE TO MATURITY
After take-off there follows a long 1nterval of sustammed if fluctuating
progress, as the now regularty growing economy drives to extend
modern technology over the whole front of its economic actrvity.-
Some 10-20%, of the national income is steadily invested, permitting
“onitput regulatiy to outstrip the increase in population. The make-up
of the economy changes unceasingly as technique IMproves, new
industries accelerate, older industries level off. The economy finds
Jts place m the mternational economy: goods formerly imporied are
produced at home ; new import requirements develop, and new export
commodities to match them. The soctety makes such terms as 1t will
with the requirements of modern efficient production, balancing off
the new against the older values and institutions, or revising the latter
i such ways as io support rather than to retard the growth process.

Some sixty years after take-off begins (say, forty years after the
end of take-off) what may_be called maturity 15 generally atiained.
"The economy, focused during the take-off around a relatively narrow
complex of industry and technology, has extended its range into
more_refined and technologically often more complex, processes;
for example,"t‘héi;é may be a shift 1n focus from the ‘coal, 1ron, and
heavy engineering industries of the railway phase to machine-tools,
chemicals, and electrical equipment. This, for example, was the
transition through which Germany, Britain, France, and the United
States had passed by the end of the mineteenth century or shortly
thereafter. But there are other sectoral patterns which have been
followed in the sequence from take-off to maturity, which are
considered in chapter 5.

EL)



\ The five stages-of-growth—a summary

Formally, we can define maturity as the stage 1n which an economy
demonstrates the ca_pat:lty to ﬁ;ave be_yoncl the origmal 1nclustrle;)
which powered 115 take- off and to absorb and to apply efficient!

' over a very wide range ‘of its resources—if not the whole r::mge7Z

en) modern technology. This 1s the
stage in which an economy demonstrates that 1t has the technological

and entrepreneurial skills to produce not everything, but anything
that 1t chooses to produce. It may lack (like contemporary Sweden
and Switzerland, for exampie) the raw materials or other supply
conditions required to produce a given type of output economically;

but its dependence s a matter of economic chcnce or polmcal priority *
rather than 4 technologlcal or msntunonal nec iy,

Historically, it would appear that ‘something like sixty years was
required to move 2 soctety from the beginmng of take-off to maturity.
Analytically the explanation for some such interval may lie in the
powerful arithmetic of compound interest applied to the capital
stock, combined with the broader consequences for a society’s
ability to absorb modern technology of three successive generations
living under a regime where growth is the normal condition. But,
clearly, no dogmatism 15 justified about the exact length of the
mnterval from take-off to maturity.

g%HE AGE OF HIGH MASS-CONSUMPTION

We comc now to the age of high mass-consumption, where, n time,
the leading sectors shift towards dlirable consumers’ goods. and
services: a phase from which Americans are beginning to emerge;
whose not unequivocal joys Western Europe and Japan are begin-
ning energetically to probe; and with which Soviet soctety 1s engaged
in an uneasy flirtation.

As societies achieved maturity in the twentieth century two things
happened: real i ncome per b head rose to.a point where a farge number
of persens- gamed a.command over ver Consumption which transcended
basic.food, sheiter, and clothing; r- and the structure of the working
force changed mn ways which increased not only the proportion of
urbammtot"\iﬁﬁﬁtion but also the proporiion of the population
working. in offices or in skilled factory jobs—aware of and anxious

to.acquire the consumphion. frurts of @ mature economy.

10

The age of high mass-consumption

In addition to these economic changes, the society ceased to
accept the further extension of modern technology as an overriding
objective. It 15 1n this post-maturity stage, for example, that,
through the political process, Western societies have chosen to
allocate mcreased resources to social welfare and seewsity: The

Vemefgence—ﬁf—trr Wdfare state 1s one manifestation of a L soclety’s

ey e

consumers’ durables and to the diffusion of services on a mass basis,
if consumers’ sovereignty reigns. The sewing-machine, the bicycle,
and then the various electric-powered household gadgets were
gradually diffused. Historically, however, the decisive element has
been the cheap mass automobile with its quite revolutionary effects—
social as well as economic—on the life and expectations of society.

For the United States, the turning point was, perhaps, Henry
Ford’s moving assembly line of 1913-14; but it was in the 19207,
and again 1n the post-war decade, 1946-50, that this stage of growth
was pressed to, virtually, its logical conclusion. In the 1950's
Western Europe and Japan appear to have fully entered this phase,
accounting substantially for a momentum in their economies quite
unexpected 1n the immediate post-war years. The Soviet Union
1s technically ready for this stage, and, by every sign, 1ts citizens
hunger for it; but Communst leaders face difficult politcal and soctal
problems of adjustment if this stage 15 launched.

BEYOND CONSUMPTION

Beyond, it is impossible to predict, except perhaps to observe that
Americans, at least, have behaved in the past decade as if diminishing
relative margimal utility sets in, after a point, for durable consumers’
goods; and they have chosen, at the margin, larger families—
behaviour in the pattern of Buddenbrooks dynamics.® Americans
have behaved as if, having been born imnto a system that provided
economic security and high mass-consumption, they placed a lower

* In Thomas Mann’s novel of three generations, the first scught money; the
sccund born to money, sought secial and civie DOSlthﬂ the ﬂ]ll‘d bern to comfort
and family prestige, looked to the life of music. The phrase is designed to suggest,

then, the changing aspirations of gencrations, as thev place a low value on what they
take for granted and seck new forms of satisfaction.
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valuation on acquiring additional increments of real income in the
conventional form as opposed to the advantages and values of an
enlarged family. But even in this adventure i generalization 1t 15
a shade too soon to create——on the basis of one case—a new stage-
of-growth, based on babies, m succession to the age of consumers’
durables: as economists might say, the income-elasticity of demand
for babies may well vary from society to society. But 1t is true that the
implications of the baby boom along with the not wholly unrelated
deficit in social overhead capital are likely to doimnate the American
economy over the next decade rather than the further diffusion of
consumers’ durables. '

Here then, in an 1mpressionistic rather than an analytic way, are
the stages-of-growth which can be distinguished once a traditional
society begins its modermzation: the transitional, period when the
preconditions for take-off are created generally in response to the
mtrusion of a_foreipn_power, converging with certain domestic
forces making for modermization; the take-off itself; the sweep into
maturity generally taking up the life of about two further g
and then, finally, if the mise of incos 3y
technological- virtuosity (which, as we shall see, it need not mmme-
diately do) the diversion of the fully mature economy to the provision
of durable consumers’. goods and services (as well as.the welfare
state) for its increasingly urban—and then suburban—population.
Beyond lies the question of whether or not secuiar spiritual stagna-
tion will arise, and, if it does, how man might fend 1t off: 2 matter
considered in chapter 0. /

In the four chapters that follow we shall take a harder, and more
rigorous look at the preconditions, the take-off, the drive to matunity,
and the processes which have led to the age of high mass-consump-
tion. But even in this mtroductory chapter one characteristic of
this system should be made clear.

A DYNAMIC THEORY OF PRODUCTION

These stages are not merely descriptive. They are not merely a way
of generalizing certan factual observations about the sequence of
development of modern socteties. They have an mner logic and

12

A dynamic theory of production

continwty. They have an analytic bone-structure, rooted ina dynamic
theory of production.

The ciassical theory of preduction is formulated under essentially
static assumptions which freeze—or permit only once-over change—
in the variables most relevant to the process of economic growth.
As modern economists have sought to merge classical production
theory with Keynesian income analysis they have introduced the
dynamic variables: population, technology, entrepreneurship etc.
But they have tended to do so in forms so ngid and general that
their models cannot grip the essenttal phenomena of growth, as
they appear to an economic historian. We require a dynamic theory of
production which isolates not only the distribution.of income between
consumption, saving, and investment (and the balance of production
between consumers and caprtal goods) but which focuses directly and
in some detail on the composttion of investment and on develop-
ments within particular sectors of the economy. The argument that
follows is based on such a flexible, disaggregated theory of production,

When the conventional limits on the theory of production are
widened, 1t 15 possible to define theoretical equilibrium positions
not only for output, nvestment, and consumption as a whole, but
for each sector of the economy.*

Within the framework set by forces determining the total level
of output, sectoral optimum positions are determined on the side
of demand, by the levels of income and of population, and by the
character of tastes: on the side of supply, by the state of technology
and the quality of entrepreneurship, as the latter determines the
proportion of technically available and potentially profitable innova-
tions actually incorporated in the capital stock.t

In addition, one must introduce an extremely significant empirical
hypothests: namely, that deceleration is the normal optimum path
of a sector, due to a variety of factors operating on 1t, from the side
of both supply and demand.

* W.W.Rostow, The Process of Econoniic Gromth (Oxford, 1953), especially chapter 1v.
Also ‘Trends mn the Allocacion of Resources m Secular Growth’, chapter 15 of Ecenomie
Progress, ed, Leon H. Dupriez, with the assistance of Douglas C. Hague (Louvain, 1955).

4 Ina closed model, a dynamuc theory of production must account for changing stocks
of basic and applied science, as sectoral aspects of investment, which 1s done m Tke
Process of Econonuc Growth, especially pp, 22-5.

1 Process of Econanme Gromth, pp, 96~103.
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The equilibria which emerge from the application of these criteria
are a set of sectoral paths, from which flows, as first derrvatives,
a sequence of optimum patterns of investment.

Historical patterns of investment did not, of course, exactly follow
these optimum patterns. They were distorted by_;mperfectlons in
the private investment process, by the polmes of governments,
and by the 1mpact 3F wars. Wars tempormly aftered the profitable

> directions of investment by setting up arbitrary demands and by

occasionally, they accelerated the development of new technology
reievant to the peacetime economy and shifted the political and
social framework 1 ways conducive to peacetme growth.® The
historical sequence of business-cycles and trend-penods resuits
from these deviations of actual from optimal patterns; and such
fluctuations, along with the impact of wars, yield historical patbs
of growth which differ from those which the optima, calculated
before the event, would have yielded.

Nevertheless, the economic history of growing societies takes
a part of its rude shape from the effort of societies to approximate
the optimum sectoral paths.

At any period of time, the rate of growth n the sectors will vary
greatly; and it is possible to isolate emprrically certain leading sectors,

“at “early stages of therr evolution, whose rapid rate of expansion

plays an essential direct and indirect role m maintaining the overall
momentum of the economy.§ For some purposes it 15 useful to
characterize an economy 1 terms of its leading sectors; and a part
of the technical basts for the stages of growth lies in the changing
sequence of leading sectors. In essence 1t 1s the fact that sectors
tend to have a rapid growth-phase, ¢atly 1n their life, that makes 1t
possible and useful to regard economic history as a sequence-of
stages rather than merely as a confinuum, within which nature never
makes a jump.

The stages-of-growth also require, however, that elasticities of
demand be taken mto nt, and that this familiar concept be

* Process of Ecenomic Growth, chapter vii, especially pp. 164-7.

+ For a discussion of the leading sectors, their direct and indirect consequences, and
the diverse routes of their imipact, see * Trends 1n the Allocation of Resources in Secular
Growth’, loc. oet.
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widened; for these rapid growth phases in the sectors derive not
merely from the discontinuity of production functions but also
from high price- or income-elasticities of demand. Leading sectors
are determined not merely by the changing flow of technology and
the changing willingness of entrepreneurs to accept available 1nnova-
tions: they are aiso partially determined by those types of demand.
which have exhibited high elasticity. with respect to price, 1ncome,
or both.

The demand for resources has resulted, however, not merely
from demands set up by private taste and choice, but also from
soctal decisions and from the policies of governments—whether
democratically responsive or not. It is necessary, therefore, to look
at the chotces made by socteties i the disposition of their resources
in terms which transcend conventionai market processes. It is
necessary to look at their welfare functions, mn the widest sense,
including the non-economic processes which determned them.

The course of birth-rates, for example, represents one form of
welfare choice made by societies, as income has changed; and popu-
lation curves reflect (in addition to changing death-rates) how the
calculus about family size was made i the various stages; from the
usual (but not universal) decline i birth-~rates, during or soon after
the take-off, as urbanization took hold and progress became a pal-
pable possibility, to the recent rise, as Americans (and others i
societies marked by high mass-consumption) have appeared to seek
1n larger families values beyond those afforded by economic security
and by an ample supply of durable consumers’ goods and services.

And there are other decisions as well that societies have made as

. the choices open to them have been altered by the unfolding process

mined by many factors—deep 1 history, culture, and the active
political process--outside the market-place, have mterplayed with
the dynamics of market demand, risk-taking, technology and entre-
preneurship, to determine the specific content of the stages of
growth for each society.

How, for example, should the traditional society react to the
«intrusmn of a_more_advanced-power: with cohesion, promptness,

nd vigour, like the Japanese; by making a vartue of fecklessness,
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like the oppressed Irish of the eighteenth century; by slowly and
reluctantly ajtering the tradittional society, like the Chinese?

When independent modern nationhood 15 achieved, how should
the national energies be disposed: m external aggression, to right
old wrongs or to exploit newiy created or percelved possibilities for
enlarged natwonal power; i completing and refining the political
victory of the new national government over old regional interests;
or i modernizing the economy?

Once growth 1s under way, with the take-off, to what extent
stiould the requirements of diffusing modern technology and maxi-
mizing the rate of growth be moderated by the desire to increase
consumption per capita and to mcrease welfare?

When technological maturity 15 reached, and the nation has at
its command a modernized and differentiated industrial machine,
to what ends should it be put, and 1n what proportions: to increase
social secunty, through the welfare state; to expand mass-consump-
tion into the range of durable consumers’ goods and services; to
increase the nation’s stature and power on the world scene; or to
increase leisure?

And then the question beyond, where history offers us only
fragments: what to do when the increase n real income itself loses
1ts charm? Babies, boredom, three-day week-ends, the moon, or
the creatton of new mner, human frontiers in substitution for the
imperatives of scarcity?

In surveying now the broad contours of each stage-of-growth,

we are examining, then, not merely the sectoral structure of econo-..

mies, as they transformed themselves for growth, and grew; we
are also examining a succession of strategic choices made by various
societies concerning the disposition of their resources, which include
but transcend the income- and price-elasticities of demand.
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CHAPTER 3
THE PRECONDITIONS FOR TAKE-OFF

THE TWO CASES

We consider in this chapter the preconditions for take-off: the
transitional era when a society prepares tself—or 18 prepared by
external forces—for sustamned growth,

It 1s necessary to begmn by distunguishing two kinds of cases
history has to offer.

There s first what might be called the general case. This case
fits not merely the evolution of most of Lurope but aiso the greater
part of Asia, the Middle East, and Africa. In this general case the
creation of the precondivons for take-off required fundamental
changes i a well-cstablished. traditional society: changes which
touched and substantially altered the social structure and political
system as well as techniques of production.

Then there 15 the second case. This case covers the small group
of nations that were, mn a sense, ‘born free’ * the Umted States,
Australia, New Zealand, Canada, and, perhaps, a few others. These
nations were created matnly out of a Britain aiready far along in the
transitional-process. Moreover, they were founded by social groups
—usually one type of non-conformust or another—who were at the
margin of the dynamic transitional process slowly going forward
within Britain. Finally thetr physical settings—of wild but abundant
land and other natural resources—discouraged the maintenance of
such elements 1n the traditional structure as were transplanted, and
thev zccelerated the transitional process by offering extremely attrac-
tive incentives to_get on with economic growth. Thus the nations
within the second case never became so deeply caught up n the
structures, politics and values of the traditional society; and, there-
fore, the process of thewr transition to modern growth was mainly
economic and techmcal, The creation of the preconditions for take-
off was largely a matter of building social Qw_sgq%d_'capltal-——raiiways,

# A phrase used by Lows Hartz m The Liberal Tradition in America (New York,
1955)-
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ports and roads—and of finding an economic setting in which a shift
from agriculture and trade to manufacture was profitable; for, n
the first instance, comparative advantage lay 1n agriculture and the
production of food-stuffs and raw matersals for export. _
The distinction between the two cases 1s real enough; but looked
at closely the lines of demarcation turn out to be not all that shari?.
The United States, for example, created for itself a kind of tradlj
tional society in the South, as an appendage to Lancashire, and
then New England’s cotton mills; and the long, slow disengagement
of the South from 1ts peculiar version of a traditional society belongs
clearty in the general rather than the speciat case. Canada, moreover,
has had its regional problem of a sort of traditional society m
Quebec. The take-off of the American South 15 a phenomenon of
the last two decades; while the take-off in Quebec may only now
be getting whole-heartedly under way. )
There are other types of fuzziness as well. Are the Latin Amen-
can states to be regarded as in the general case, or among the lucky
offspring of aiready transitional Europe? On the whole? we wmfld
Judge, they belong m the general case; that s, they began _w1th
a version of a traditional society—often a merging of traditional
Latin Europe and native traditional cultures- -which required funda-
mentai change before the mixed blessings of compound interest
could be attained; but the Latin American cases vary among them-
selves. Similarly, Scandinavia, somewhat like Britain 1self, faced
less searching problems than many other parts of Europe 1n shaking
off ‘the limiting parameters of the traditional soctety. Sweden is
almost 1n the second rather than the first category.
Nevertheless, the distinction between the two cases, properly and
modestly used, is helpful. _
This chapter 15 concentrated on the general case; that is, on the
process, within a traditional society, by which the preconditions for
take-off are created.

THE NATURE OF THE TRANSITION

The transition we are examining has, evidently, many dimen-
siens. A society predominantly agricultural—with, in fact,
usually 759, or more of 1ts working force m agriculture—must
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shift to a predominance for mdustry, communications, trade
and services. D Ly BRIl

A soctety whose economic, social and political arrangements are
built around the life of relatively small—manly self-sufficient-—
feglons must orient 1ts commerce and its thought to the nation and
to a still larger international setting.

The view towards the having of children—initially the residual
blessing and affirmation of immortality m a hard life, of relatively
fixed horizons—must change 1 ways which ultimately yield a decline
m the birth-rate, as the possibility of progress and the decline in the
need for unskilled farm labour create a new calculus....

The income above minimum levels of consumption, largely con-
centrated 1n the hands of those who own land, must be shifted
mto the hands of those who will spend it on roads and railroads,
schools and factories rather than on country .houses and. servants,
personal ornaments and temples.

Men must come to be valued in the society not for their connexion
with clan or class, or, even, their guild; but for therr mdividual
ability to perform certain specific, mereasingly specialized functions.

And, above all, the concept must be spread that man neced not
regard his physical environment as virtually a factor given by nature
and proyi_q_gllce, but as an vrdered world which, if rationally under-
stood, can._be mampulated.in ways which yreld productive change
and, in one dimension at least, progress.

All of this—and more—is involived in the passage of a traditional
to a modern growing society. Now, how shall we £o about analysing
this transition? How shall we try to grve to 1t a certain intellectual
order’?

We shall turn first to 1ts economic aspects—mn a reasonably narrow
Sense-—and then to 1ts non-economic dimensions. /]

/

o
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THE ANALYSIS OF THE TRANS['I‘ION-//".‘,.~¢€/£’,’LL !'M]ﬂ

The modern economist—or berhaps one should say, given the recent
shift of interest to growth, the modern economust of a decade ago—
mught have been inclined to say to the historian something of this
sort: “This complexity about whole societies is all very well; and
It is no doubt of some interest to you and your kind; but don‘t
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make such heavy weather of it. What vou are talking about 1s a nse
in the rate of investment and 1n the per capua stock of capital.

Get the investment-rate up to the point where the increase in output
outstrips the rate of population increase—to, say, a rate of mves.,t-
ment over 109, of national ncome—and the job 1s done. The dif-
ference between a traditional and a modern society 15 merely a question
of whether 1ts investment-rate is low relative to population increase
—let us say under 5% of national income; or whether 1t has rlsgn
up to 10%, or over. With a capital/output ratio of about 3, a 10%,
investment-rate will outstrip any likely population growth; and
there you are, with a regular ImMCrease in output per head. .

And what the old-fashioned modern economust mught have said

s, of course, quite true. :

But to get the rate of investment up some men 1n the
must be able to manipulate and apply—and in a closed system they
must be able to create—modern science and useful cost-reducing

\Unnons.

Some other men in the soclety must be prepared to undergo the
strain and risks of leadership in bringing the flow of available inven-
tions productivel¥ ifito the capital stock.

Some other men 1n the society must be prepared to lend thewr
money on long term, at high risk, to back the mnovating entre-
- preneurs—not in money-lending, plaving the exchanges, foreign
trade or real estate—but in modern industry.

And the population at large must be prepared to accept traimng

. for—and then to operate—an economic system whose methods are
subject to regular change, and one whichalso increasingly confines
the ndividual 1n large, disciplined organizations allocating to him
specialized. narrow, recurrent tasks.

In short, the rise i the rate of mvestment—whlch the economist
conjures up to summarize the transition—requires a radical shift
n the society’s effective attitude toward fundamental and.applied
science; toward the ittation of change 1, pro'd}lctlve technique;
toward the taking of risk; and toward the conditions and methods
of work. o

One must say a change 1n effective attitude—rather than merely
a qhange m attitude-—because what 15 mnvolved here 15 not some
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vague change m psychological or sociological orientation, but a
change translated into working instututions and procedures. Such
change 1s not to be established by retrospective Gallup polls, but
by the comparative examination of political, social and economic
performance m response to similar objective profit possibilities.

Having peered briefly mnside the process 6f investment in a world
of changing production functions, we can conclude by agreewng that,
in the end, the essence of the transition can be described legltzmately
as a rise m the_rate of investment.to.a, level which _regularly, sub-
stantially and perceptlbly outstrips. population growth; although
when this 15 said, it carries no implication that the rise i the
mvestment-rate 15 an ultimate cause.

TWO SECTORAL PROBLEMS

The rise of the investment-rate, as well as reflecting these more
profound societal changes, is also the consequence of developments
n particular sectors of the cconomy, where the transformation of
the economy actually takes place. The analysis of economic growth
can, then, proceed only a short and highly abstracted way without
disaggregation.

To illustrate the need to pierce the veil of aggregative analysis in
the transitional pertod we shall look briefly now at two particular
problems shared, in one way or another, by all societies which have
learned how to grow: the problem of increased _productivity

agriculture and the _extractive industries; and the problem of social
ad | ggpual.

AGRICULTURE AND THE EXTRACTIVE INDUSTRIES
Although a good deal of the early growth process hinges on the
food-supply, the first of these two sectoral problems 15 properly
to be dgﬁgﬂe]:l@ig_t of agriculture and the extractive industries. The
general requirement of the transition 15 (o apply qmck—yleldmg
changes 1n productivity to the most accessible and naturally produc-
tive resources. Generally, this means higher productivity in food-
production. But it may aiso mean wool, cotton, or silk—as 10
nineteenth-century New Zealand, the American South, and Japan.
And in Sweden 1t meant timber; mn Malaya, rubber; in the Middle
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East, oil; and 1 certain American regions, Australia, and Alaska,
gold helped to do the trick. o _ o
The pomnt 1s that it takes more than mdustry ‘to__!_r_;c_iggt_g_}g}:lrlﬁze.
Industry itself takes time to develop momentum and competitive
competence; in the meanwhile there 1s certamn to be a big social
overhead Eapital bill to meet; and there 1s almost certan to be
a radically increased popuiation to feed. In a generahized sense
modernization takes a lot of working capiral; and a good part o.f this
working capital must come from rapid increases in output achieved
by higher productivity in agriculture and the extractive industries.

More specifically the attempt simultaneously to exPand ﬁxgd
capital-—of long gestation period—and to feeq an expanding popula-
tion requires both increased food output.at homefand/or_. 1ncreas§d
imports from abroad. Capital imports can help, of course, but mn
the end loans must be serviced; and the servicing of loans requires
enlarged exports. -

Tt 15, therefore, an essential condition for a successful transition
that investment be increased and—even more important—that the
hitherto unexplorted back-log of innovations be brought to bear on
a soclety’s land and other natural resources, where quick increases
1n output are possible. 7

Having made the general case in terms of requirements for work-
g capital, look for a moment more closely at the question of agri-
culture and the food-supply. There are, m fact, three distinct major
roles agriculture must play 1n the transitional process between a
traditional soctety and a successful take-off. )

' F1rst, agriculture must supply more food. _Fooc_l is needed to meet
tire likely rise in population, without ytelding either starvation or
a depletion of foreign exchange available for_purposes essential to
growth. But increased supplies and increased transfers of food out
of rurai areas are needed for another reason: to feed the urban
populanions which are certain to grow at a disproportionately high
rate during the transition. And, 1n most cases, increased agrlcultur.al
supplies are needed as well to help meet the foreign exchange bill
for capital development: either positively by earning foreign ex-
change, as 1 the United States, Russia, Canada, and several oth'er
pations which generated and maintained agricultural surpluses while
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their populations were growing (and thetr urban populations growing
faster than the population as a whole); or negatively, to minimize
the foreign exchange bill for food—like a whole series of nations
from Brtam in the 1790’s to Israel in the 1G50’s,

The central fact is that, in the transitional period, industry is
not likely to have established a sufficiently large and productive
base to earn encugh foreign exchange to meet the increments n
the nation’s food bill via increased mports. Population increases,
-urbanization, and increased foreign exchange requirements for fixed
and working capital are all thus likely to conspire to exert a peculiar
pressure on the agricultural sector in the transitional process. Put
another way, the rate of increase m output 1n agriculture may set
the limut within which the transition to modernization proceeds.

But this is not all. Agriculture may enter the picture in a related
but quite distinctive way, from the side of demand as well as supply..
Let us assume that the governmental sector in this transitional
economy 1s not so large that 1ts expanded demand can support the
rapid growth of industry. Let us assume that some of the potential
leading sectors are 1n consumers’ goods—as, indeed, has often been
the case: not oniy cotton textiles—as in England and New England-—
but a wide range of import substitutes, as in a number of Latin
American cases. In addition, the modern sector can—and often
should—be built in part on items of capital for agriculture: farm
machinery, chemical fertilizers, diesel pumps etc. In short, an
environment of rising real incomes in agriculture, rooted in mcreased
productivity, may be an important stimulus to new modern 1ndus-
trial sectors essential to the take-off.

The mncome side of the productivity revolution in agriculture
may be important éven in those cases where the transition to mdus-
trialization 15 not based on consumers’ goods industries; for it 1s
from rising rural incomes that increased taxes of one sort or another

~can be drawn—riécessary to finance the government’s functions 1n

the transition-—without imposing either starvation on the peasants
or mflation on the urban population.

And there is a third distinctive role for agriculture m the transi-
tional period which goes beyond its functions i supplying resources,
effective demand or Jax revenues: agniculture must yield up a
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substantial part of its surplus ig_ggrpg_,;o_ t‘he,_‘m_gqex‘grsg_ctor. P:t tr::s
core of the Wealth of Natrons—lost among proposttions about p1 :
and free trade—is Adam Smith’s perception that surplfls mwmt
derived from ownership of land must, s_omehow, be t‘raflsferred 01;:1
of the hands of those who would stcrihzt_a 1t 1n prqdlgal _hvmg (;n o
the hands of the productive men. who.,m’l_ll‘.rm.\zest.u in. the mo erg
sector and then regularly plough back their profits as output an
Se— . - -
pr(;iut(;ltg: tzul;leteenth-century land-reform schemes _thls 15 precns;llz
what Japan, Russia, and many other nations have done ?urmﬁable
transition m an effort 1o increase the supply of capital ava
for sociai overhead and other essential modernizing processes.

It 1s thus the multipie, distmctive, but converging consequences
of the revolution 1n agriculture which give 10 1t a peculiar 1mpo§—
tance 1n the period of preconditions. Agnculture must sxippoyjf
expanded food, expanded markets, and an expanded supply

to the modern sector. 7
loa(];rizleiafll;;l:c? observations about capital formation m_the aggregartles
do not significantly iilumina_te these essential multiple connexio
between agricultural and industrial growth.

SOCIAL OVERHEAD CAPITAL

Similarly, the conventional mode for dealing with cafplltlal .ticl)rm?:;r;
1n terms of national income aggregates does not USCIULY 1.11(11m .
the cructal role, 1 the preconditions period, of the bui -utrz ;)n
social overhead capital. Where data exist on the level and tpi e-eoff
of capital formation in pre—takeioﬁl socxettesf;and for tpe atmem
as well—it is clear that a very high proportion ¢ of ’Eg_tgl__giyes
must go into transport and other soc1§L ggggtx_gggﬁggwt__lpys.  outavs
Aside from thewr quantitative importance, social overhead o yt
have three characteristics which distinguish them from ?}re:trtnhe;:r
in general, as usually presented in aggregative models. Pirst,

* See, for example, A. K. Cairncross, Home and Foregn ?E“T‘fﬂi{ 1;%7‘;[1“93:;;1
(Cambri’dge, 1053), chapter 111, pp. 44-8, on the composiiion O tt:; e in
during the take-off perod (say, 1805-1915). See also, for the pa o e 187049_0‘
Sweden and the role within 1t of rgilwav and housing mves‘tsment 1;1 b _1937),
E. Lindahl and others, Nattona! Income of Smeden, 1861-703 5

especially pp. 257-66.
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periods of gestation and of pay-off are usually long. Unlike double-

cropping or the application of chemical fertilizers, a railway system
is unlikely to yield 1ts results i a year or two from the time its
construction 1s undertaken, although 1t will vield large benefits over
a very long time. Second, soctal.oyerhead capital is generally lumpy.
You either build the line from, say, Chicago to San Francisco or
you do not: an incomplete railway line 1s of limited use, although
many othet forms of investment—in industry and agriculture—can
proceed usefuily by small increments. Third, of its nature, the pro-
fits from. social overhead. capitat-often_return_to_the community as
a whole—through indirect chains of causation—rather than directly
to the initiating entrepreneurs.

Taken together, these three characteristics of social overhead
capital—the long periods of gestation and pay-off, the lumpiness,
and the mdirect routes of pay-off—decree that governments must
generally play an extremely smportant role i the process of building
social overhead capital; which means governments must generally
play an extremely important role n the preconditions period. Put
another way, social overhead capital cannot be formed—in some of
its most essential forms—by an enlarging flow of ploughed-back
profits from an initially small base. You cannot get well started
unless you can mobilize quite large ininal capital sums.

Thus, even m so highly capatalist = transitional society as the
Umited States between 1815 and 1840, state and local governments
played a major role in inating the build-up of social overhead
capital. The Erie Canai was built by the New York State
legislature; and the great Amertcan continental railway networks

were built with enormous federal subsidies 1 the form of land
grants,

The argument about agriculture and social overhead capital
transitional societies underlines a pomnt of method and a point of
substance. The point of method is that orderly disaggregation 1s
necessary for an analysis of economic growth that comes to grips
with the key strategic factors. Aggregates which may be useful for
purposes of short-run income amalysis conceal more than they
illuminate when carried over into the analysis of growth. The point
of substance 15 that the preparation of 2 viable base for a modern
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industrial structure requires that quite revolutionary-changes bei
brought about 1 two ngn—_in.dustrxal"sector‘s‘;»a-gneult-ul:e and socia
overhead capital, most notably i transport.

NON~ECONOMIC CHANGE N
We turn, now, to the non-economic side of the preconditions for
mlﬁf‘ixoeﬁi)road lines of societal change necessary to prepare 2 t;ad;
tional soclety for regular growth are becoming famlhgr e}?oug .ust
would be widely agreed that a new e’hte_—.gwpme_-\ivr ‘leadex;rsmlpr;rgem
emerge and be given scope to begin the bylldlr}g of an odern
industrial society; and, while the Protestant ethic by no

represents a set of values uniquely suitable for mpdermzatmr:, 1;
is essential that the members of this new élite regard m_ot?er_lr;__z?“l_od
) 00
as a possible task, serving some end they judge to be ethically g
or otherwise advantageous. _ -
Saciologically this new élite must—to a degrfef:—supersed:as
soctal and political authority the old land-based élite, wnosebg keﬁ
on income above minimum Jevels of consumpton must be 1'0th1
where it proves impossible simply to divert that income smoothly
into the modern sector. o .
And more generally—n rural as m urban areas—the h(f)nzonhcg
expectations must lift; and men must become prepared for a
| 1alized function. .
of change and specialized _ _
Something like this group of sociological an;l Vpsychoioglcgé
L t 101
' d to be at the heart of the crea
changes would now be agree : , 7
the greconditions for take-off, But this 15 an sufficient vmﬁ;
While 1n no way denying the significance of some such clzgangcsh
) . .
attitude, value, social structure and eXpectations, we wou ; errllilzical
size, in addition, the role of the political process and of po
' E
motive in the transition. o N
As a matter of historical fact a reactive natmrnahsrm reactmg‘;
against-m—tlrusion--ufrcm....mor dvanced._hations—has been a m(()is.
- o « . 1—.
important and powerful motive force in the transition frgm tl'tE:l
' 1 I ! e.
tional to modern socicites, at least as important as th§ pro t'El‘o wto
Men holding effective authority or nfluence have been w1 ;ngbUt
uproot traditional societies not, primarily, to make more money
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because the traditional society failed—or threatened to fail—to
protect them from humiliation by foreigners. Leave Britain aside
for 2 moment and consider the circumstances and motives that set
traditional societies in other regions on the road to modernization.
In Germany it was certainly a nationalism based on past humilia-
ton and future hope that did the job: the memory of Napoleon,
and the Prussian perception of the potentialities for power of
German umity and German nationalism. It was German nationalism
which stole the revolution of 1848 at Frankfort and made the
framework within which the German take-off occurred—the Junkers
and the men of the East, more than the men of trade and the liberais
of the West. In Russia it was a series of military mtrusions and
defeats, stretching out over a century, which was the great engine of
change: Napoleon’s invasion, the Crimean War, the Russo~Japanese
War, and then, finally, the First World War. In Japan 1t was the
demonstration effect not of high profits or manufactured consumers’
goods, but of the Opium War in China i the early 1840's and
Commodore Perry’s seven black ships a decade later that cast the die
for modernization. And in China, the deeply entrenched traditional
society yielded only siowly and pamfully; but 1t did, in the end, yield
to a century of humiliations from abroad that 1t could not prevent,
And so also, of course, with the coloniai areas of the southern
half of the world. But there, in the colonies, a
effect operated.

Although mmperial powers pursued policies which did not always
optimze the development of the preconditions for take-off, they
could not avoid bringing about transformation in thought, know-
ledge, nstitutions and the supply of social overhead capttal which
moved the colomial society along the transitional path; and they

often included modermization of a sort as one explicit object of
colomal policy.

dual demonstration

In any case, the reality of the effective power that went with an
ability to wield modern technology was demonstrated and the more
thoughtful local peopie dréw appropriate conciustons. Ports, docks,
roads, and later, railways were built; a centralized rax s v

mposed ; some colomals were drawn 1nto those munim
economic act:vities necessary

trade to produce what the
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colomal power wished to export and what cguld proﬁtezlbll.y t:je fr:::
duced locally for the expanding.urban and commercla 1z¢ij L g;sed
cuitural markets; some moder_n goods and services we;e Isur.:n !
sufficiently to alter the conception of an atta:mable level o ;2::1 fe&,
tion; the opportunity for a Western education was (?peneh 0 ne;
at least; and a concept of natlonah;m, transcending the ¢ ue
to clan or region, inevitably crystallized around an accumu g
colomal rule. _ o
resf: iﬁfgrtlé)f out of these semi—modermzed settings, local Coal'll;ilt(;?;
emerged which generated pqlitlcal and, 10 some cascs(,ir': ey
pressure capable of forcing withdiawal; coalitions created by
the positive and negative types pf demonstration. i which deve
Xenophobic nationalism or that peculiar form of it w e deve-
Joped in colomal areas has not, of course, been a umqetieg e
1n bringing about the modernszation of traditional soct . n he
merchant has been always present, sCeing m moderniza 1f(i)ts ot
only the removai of obstacles to enlarged_x‘narketls 1imd p;(l)e s i
aiso the high status denied him—despste his wealt f11ln the k-
tional society. And there have almost a}wavsr beel} intellectu s e
saw in modernization ways of increasing the dignity or ‘::. e of
human life, for individuals and for the nation as a who;e. bn ¢
soldier—an absolutely crucial figure of the transinion—olten ¢ rougnd
much more to the job than resentment of foreign domination a
dreams of future national glory on foreign fields of battle.

THE TRANSITIONAL COALITIONS _
There is no doubt that without the affront to human and rtl;:(;z:i
dignity caused by the mntrusion of more advanced powu:rst,ur ° T
of modermzation of traditional societies over the past cen ybeen
a-half would have been much slower .tl_1an, 1 fact, 1t t}a-s N !
Ont of mixed intercsts,and motives, coalitions were formed 1n. tk esz
traditional or carly. transitional_societies which -?FW.?‘?_‘_FH_,“T%; 2
strong ‘modern national government and whwh were prep:e 1w
deal with the en jective: that is, they \;t?re P 'Pnan
to struggle against the political and social groups roote _ml refiouasg—r
based agriculture, joined in some cases by the colonial or q
colonial power.
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These transitional coalitions often shared only one solid common
conviction; namely, that they had a stake 1n the creation of an
tndependent modern state. Historically, these coalitions often had
a political (or military) wing and an economic wing, each wing
represenung somewhat different motives and objectives in the for-
mation of the new or modernized nation; thus, in Germany, the
coalition of Junkers and the Western men of commerce and industry;
1n Japan, the samurai and the grain merchants; i post-1861 Russia,
the commercral middle class and the more enterprising civil servants
and soldiers.

These mineteenth-century coalitions obviously bear a family
resemblance to the post-medieval coalitions of king and urban
middle class that heiped create the states of Western Europe, as
well as to such twentieth-century coalitions of soldiers, merchants
and intellectuals as that which was developed with success in Turkey,
which failed in Nationalist China, and whose destinies are still 1
Question 1n most of the sourhern half of the world,

THE ALTERNATIVE DIRECTIONS OF NATIONALISM

Now we come to the crux of the matter. Nationalism can be turned

in any one of several directions. It can be turned outward to right
real or believed past humiliat ffered on the world scene or to

which appear for the first time as realistic possibilitics, once the ™
new modern state 1s established and the economy develops some
momentum; pationalism can be held inward and focused on the
political consolidation of the victory won by the national over the
regionally based power; or nationalism can be turned to the tasks
of economic, social, and political moderntzation which have been

_obstructed hy the old regionally based, usually anistocratic societal

structure, by the former colonial power, or by both in coalition.

Once modern nationhood is established, different ciements 1n the
coalition press to mobilize the newly triumphant nationalist politicai
sentiment in different directions: tie soldiers, say, abroad; the
professional politicians, to drive home the triumph of the centre
over the region; the merchants, to. economic development; the
mtellectuals, to social, politicat and legal reform.
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The cast of policy at home and abroad of newly created or newly
modernized states hinges greatly, then, on the balance of power
within the coalition which emerges and the balance in which the
various alternative objectives of nationalism are pursued.

A scholar at M.IT., Mr Lawrence Barss, believes 1n fact that
the road to modermzation was generally traversed 10 tWo distinct
phases: in the first phase the effective political coalition wanted the,

fruits of modernization, but 1t was.in fact weighted too heavily with
interests-and attitades from_the traditional past to do the things

that ieeded doing to make a modern society. Then, finally, there
came inte PoWer, 1n a second transitional phase (which he calls the
“transformation’) a generation of men who were not merely anxious
to assert national mdependence but were prepared to create an
urban-based modern Socicty. Then, at last, the preconditions for
take-off were completed.

Whether or not the Barss two-phase transition proves to bea con-
gistent part of the common experience of the precondirions period
it is clear that the length of time and the vicissitudes of transition
from traditional to modern status depend su bstantially on the degree
to which local talent, energy, and resources are channelled on to
thc_lgiog_gestic tasks of modernization as_opposed fo alternative
possible _objectives of Tavionalism: and this channelling must,
immmﬁ part a function of political
leadership.

This 15 so because the central government has essential, I_najor
technical tasks to_perform in the period of 1 1ons. There
is no need for the government to own the means of production;
on the contrary. But the government must be capable of organizing
the nation so that unified com rctal_markets. develop; 1t must
create and maintain a tax and fiscal system-which diverts resources
into modern uses, if necessary at the expense of the old rent-collec-
tors; and it must lead the way through_the whole spectrum of
nattonal--policy—from tanffs to_g ucation.and... ___h‘e_é\lth_
toward the modernization of the economy and the society of which
it 15 a part. For, as emphasized earlicf, it 1s the inescapable respon-
sibili?y% the state to make sure the stock of social overhead capital
required for take-off is built; and it 1s likely as well that only vigorous
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kez;c}ershlp from.the central government can bring about those
radical changes in the productivity of agriculture and the use of

other natural resources whose quick achievement may also constitute
a precondition for take-off.

THE FIRST TAKE-OFF

This way of looking at things poses an interesting historical problem
If the break-up of traditional societies is judged to have been mduce(i
by the transmission of demonstration effects fromothersometles
how shall we account for the first take-off, that of Great Blrltam’ ’
The classic answer to that question 1s also the most obvious a:nd
sensible; and it may be the one nearest historical truth. Itis, essen-
oally, that mn the late eighteenth century, while many p’arts of
Western Lurope were caught up mn a version of the precondit;ons
process, c‘me 1n Britain were the necessary and sufficient conditions
fulfilled for a take-off, This combination of necessary and sufficient
condEomSTor TaRE0fF n Britain wes the 165ult of fhe convergence
7 ¢ convergence
of a number of qutte independent circumstances, a kind of statistical
a.cc1dent of history which, once having occurred, was irreversibl
like the loss of innocence. P
How does the classic answer unfold?

7 It l}nfolds, essentially, from two features of post-medieyal Europe ;
the (i;_sw(:_qvc_:ry and rediscovery-of-regions-beyomnd Westerhrr-i;‘.nﬁ‘;o-;!
and the imitrally slow but then accelerating development of modeli'ri
scientific knowledge and attitudes.

From the dis;overy of new termtories a whole chain of develop-
ments resu'lted, in which most of Western Europe shared, in varyuﬁl)
degree. First there was the expansion of trade, mcludi;ig trade ii
new commodities, both foohﬁ"t?ﬁﬁsﬁand even such raw
mz'ltenals as the new dyes. With the rise of commerce came a rise in
shlppmg and, perhaps more important, 4 rise in the institutions of
credit and commerce; and above all a rise of men devoted to com-
merce: men concerned with fine calculations of profit and loss, men
of wlde horizons, whose attitudes communicated themsclv,es in
various ways throughout their societies.

The new territories and the trade that developed with them were

a profound lateral innovation in Western European society; Jateral
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as distinct from the kind of vertical innevation mcorporated in, say,

the steam-engine or the spinmng machines.

The meaning and impact of this lateralinpgyation was heightened
and given a peculiar turn becauseit occurred in asystem of inherently
competitive nation states. The dynastic struggles, over who would
control the fixed quantity of European real estate, became mixed
up with the question of who would control the flows of trade and
who would derive from (e The rmaximam favourable balange of
the concern of governments with trade transcended primitive con-
cerns with military or even political power on the international
scene. The pursuit and protection of a favourable trade balance was,
says Wilson,
in many countries an obsession with statesmen and the achicvement of
a favourable balance of trade a prime object of policy. The explanation
of the seeming paradox must lie in the close refationship between govern-
ments and strong groups with vested interests in foreign trade. . .as well
as in the fiscal nterests of governments themselves. More than that,
a trade stoppage might produce unempioyment and danger to public
order 1n particujar areas, or even a threat to national security. In England
Jamaican cotton was increasingly used in the Lancashire cotton mdustry.
West Indian dyes were essential for the treatment of dark cloths m York-

shire and the West Country. Raw silk from Smyrna and Leghorn was
necessary for the silk spinners of the English midlands and the weavers

of Spatalfields.*
And Wilson’s catalogue of vital interconnexions, reaching deep mnto
each national society, rolls on.

Thus, quite aside from questions of power, the great lateral
annovation had, in the Smithian sense, widened the market, pro-
ducing new types of spec_:ia]izatlon and mtf:_gﬁd_e_pendence, including
international interdependence in manufacturing.

The second general force operating 1n Western Europe was the
‘sp_irit“gfgff_ifnce and ptoductive gadgeteering, of Galileo and
Leonardo down to Newton, Bacon, and the flood of erghteenth-
century men‘caught up in what Ashton aptly calls ‘the impulse to
contrive’:} the men who wrestled purposefully to break the bottle-

* The New Cambridge Modern History, vol. vi1 (Cambridge, 1957), p. 45.
1 T. S. Ashton, 4n Economsc History of England: the Eighteenth Century {London,

1955), D, 104.
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necks 1n fuel-supply for ron-making, in spwining, 1n the efficiency
of steam-engines, and so on,

Something like this background of competitive trading and
purposeful contriving—with all 1ts ramified consequences—ac-
companied by a strengthening of national governments, partly in
response to the problems of international competition s the
setting of the preconditions period for Western Eurcpe, taken
as a whole. ’

Now, why Britain? Why not France? Why not the most advanced
of the preconditions countries of the seventeenth century—the
Netherlands——that taught the others so much?

Here, again, there 1s a familiar catalogue. The Dutch became too
committed to finance and trade, without an adequate manufacturing
base—partly because they lacked raw materials at home, partly

ecause the financial and trading groups predominated rather than
the maanacturers. And then, when Britain and France threw their
fgll weight into the competition for trade, in the eighteenth century
the Netherlands lacked either the economic resources or the navai
and miiita;y resources to stay m the commercial lead or to create
an industoal take-off,

What about the French? They were too rough with their Pro-
testants. Theyrwere. politically and socially 700 inflexible, caught
up not merely 1n a class society but a caste society. The best minds
and spiruts of eighteenth-century France, so the classical story goes
had to think about political, social and religious revolution rathe;
than.economic revolution. Moreover the French were committed
hegvdy to ground warfare in Europe; and they cheated on shipping
and naval strength at an historical moment when ships mattered
greatly.

Andrso Britamn, with more basic industrial resources than the
N.therlands; more nonconformists, and more ships than France:
with 1ts political, social, and religious revolution fought out by 168&;
—Britain alone Was in a position to weave together cotton manu-
facture, coal and iron technology, the steam-engine, and ample
foreign trade to pull it off, ’ ’

It 15 fair to ask also, why not the United States? The United
States, after all, had an ample domestic market, was even kinder than
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Britain to its Nonconformusts, and wasted even less of its resources
than Britam in war. Here we are properly told that the attractions
of ample fertile land and trade based on the possession of rich
natural resources were too great to draw sufficient energy, talent,
and resources into industry in the eighteenth century. Also, to some
degree, the mercantilist pelicy imposed by Britan in the American
colonies might have siowed down the preconditions 2 bit. And,
one can add, in the American colonies—as 11 many other colonal
socteties—the best minds and most energetic spirits tended to be
drawn into problems of politics until mdependence was achieved
and consolidated; that 1s, from about the middle of the eighteenth
century forward. It is only after 181 3—with the passage of the
generation of men who created independenceanda working constitu-
tion—that American society began to concentrate the energies of
its ablest men on the adventure of developing a modern continental
€CONoMmy.

Something like this we can take to be the classical tale.

But 1t is possible to pose a further question: why was eighteenth-
century Britain more tolerant of its Nonconformists than France;
why had it emerged from the seventeenth century with, relatively,
so flexible a sociai structure, with a sense of natiomalism that
softened those political and social rigidities that gave France such
difficuity and permitted the mnevators of the mdustrial revolution
to do therr job?

An answer to these deeper questions places Britain back in the
general case, to some significant degree. The general case is of a
society modernizing itself in a nationalist reaction to mtrusion or
the threat of intruston from more advanced powers abroad. The
British expertence of freemng 1tself from the Church 1 Rome, and
from the Spamsh power that backed it in the sixteenth century;
the phase of relatively spacious Elizabethan nationalism; the pain-
fully achieved national consensus of the seventeenth century, brought
about by 1688, accompanied by an obsessive effort to break Britain
free of what was regarded as the quasi-colomal relationship to
the Dutch; the eighteenth-century struggles with the larger and
apparently more powerful French...all of this 15 a not wholly
unfamiliar story of reactive nationalism, creating a setting in which
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modernization—1n 1ts post-1688 context-—was a widely sanctioned
and even encouraged, goal, ’
_ It 15 possible, then, that British nationalism, transcending caste
!oyalues, created by a series of intrusions and challenges to a lesser
1sland off a (_10minant mamland, may have beeﬂ‘;lwrn;;;;-}g@m;
creating a relatively flexible social matnix within which the process
of bl_nldmg the preconditions for take-off was hastened in Britain:
and 1n that limited sense the first take-off takes its piace despm;
many umque features, with the others. ’
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CHAPTER 4
THE TAKE-OFF

THE ACHIEVEMENT OF REGULAR GROWTH

We turn now to analyse narrowly that decisive interval in the history
of a society when growth becomes 1ts normal condition. We consider
how it comes about that the slow-moving changes of the precondi-
tions period, when forces of modernization contend agamnst the
habits and institutions, the values and vested interests of the tradi-
tional soctety, make a decisive break-through; and compound interest
gets built into the society’s structure.

As suggested in chapter 3, take-offs have occurred 10 two quite
different types of societies; and, therefore, the process of establishing
preconditions for take-off has varied. In the first and most general
case the achievement of preconditions for take-off required major
changes in political and social structure and even 1n effective social
values. In the second case take-off was delayed not by political,
sacial and cultural obstacles but by the high (and even expanding)
levels of welfare that could be achieved by exploiting land and
natural resources.. In this second case take-off was imtiated by a
more narrowly economic process as, for example, 1n the northern
United States, Australia and, perhaps, Sweden. And, you will
recall, as one would expect m the essentially biclogical field of
economic growth, history offers mixed as well as pure cases.

X* > The beginmng of take-off can usually be traced to a particuiar

sharp stimulus, The stimulus may take the form of a political
revolution which affects directly the balance of social power and
effective values, the character of economic institutions, the distribu-
tion of income, the pattern of investment outlays and the propottion
of potential innovations actually applied. Such was the case, for
example, with the German revolution of 1848, the Meiji restoration
n Japan of 1868, and the more recent achievement of Indian
independence and the Communist victory tn China. It may come
about through a technological (including transport) mnovation,
which sets 1n motion a cham of secondary cxpansion in modern
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sectors and has powerful potential external economy effects which
the society exploits. It may take the form of a newly favourable
international environment, such as the opening of British and French
markets to Swedish timber i the 1860’s or a sharp relative rise 1n
export prices and/or large new capital imports, as 1n the case of the
Umited States from the late 1840’s, Canada and Russia from the
mid-18go’s; but it may also come as a challenge posed by an
unfavourable shift 1 the international environment, such as a sharp
fall 1n the terms of trade {or a war-ume blockage of foreign trade)
requiring the rapid development of manufactured import subsututes,
as with the Argentine and Australia from 1930 to 1945,

What 1s essential here 1s not the form of stimulus but the fact that
the prior development of the society and 1ts economy result in a
positive, sustamned, and self-~reinforcing response to 1t : the resuit 1s not
a once-over change 1n production functions or 1 the volume of mn-
vestment, but a higher proportion of potential innovations accepted
m a more or less regular flow, and a higher rate of investment.

The use of aggregative national-income terms evidently reveals
littie of the process which is occurring. It 1s nevertheless useful
to regard as a necessary but not sufficient condition for the take-off
the fact that the proportion of net mvestment to national income
(or net national product) rises from, say, 5%, to over 10 %, definitely
outstripping the likely population pressure (since under the assumed
take-off circumstances the capitalfoutput ratio 1s low),* and vyielding
a distinct r1se 1n real output per capita. Whether real consumption

* Capitai/output ratto is the amount by which a given increase in investment
mcreases the volume of output: a rough—very rough—measure of the productivity of
capital mvcstment; but since the arithmetic of cconomic growth requires some such
concept, implicitly or explicitly, we had better refine the tool rather than abandon 1t. In
the eariy stages of economic development two contrary forces operate on the capitalfout-
put ratio, On the one hand there 15 a vast requirement of basic overhead capital in
transport, power, cducation ete. Here, due mamly to the iong period over which
investment vields 1ts return, the apparent (short-run) capitak/output raue 15 high. On the
other hand, there are generally large unexploited back-lops 6f known techmques and
available natural resources to be put to work; and these back-logs make for a low capatal/
output ratio. We can assume formally a low capitaljoutput ratio for the take-off period
because we are assurmung that the preconditions have heen created, including a good
deal of social overhead captral. In fact, the aggregate marginal capitaljoutput rat is
likely to be kept up during the take-off by the requrement of contumg large outlays
for overhead items which vield their returns only over long periods. Nevertheless, a
ratie of 3:1 or 3-5:1 for the mcremental capital/output ratio scems realisiic as a rough
pench-mark wntil we have learned more about capital/outpui raitos on a scctoral basis.
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per capita rises depends on the pattern of incqme distribution and
population pressure, as well as on the magmtude, character and
productivity of investment itself. .

As indicated in the accompanying table, we believe 1t possible
to identify at least tentatively such take-off periods for a number of
countries which have passed into the stage of growth,

TABLE 1. Some tentative, approxmmate take-off dates

Country Take-off Country Take-off
Great Britain 1783-1802 Russia 1890-1954
France 183060 Canada 18961914
Belgium 1833-60 Argentmal 1935
United States* 1843-60 Turkeyy 1937~
Germany 185073 Indial| 1952~
Sweden 1868-90 China]| 1952
Japant 1878~1900

* The American take-off is here viewed as the upshot of two di'_fferent periods of
expansion: the first, tiat of the 1840’s, marked by r;;_ilw_ay and manufacturing develop-
ment, maindy confined to the East—this occurred while the West and South digested the
extensive agricultural expansion of the previous decade; the second the great railway
push into the Middle West durning the 1850°s marked by a heavy inflow of forexgn‘.'camtal.
By the openmg of the Civil War the American economy of North and West, with real
TMOmENtur 1n 1ts heavy-Industry sector, 15 judged o have taken off.

¥ Lacking ‘ddeguate” dats; there 1 56Me question about {hé timing of the Japanese
take—off. Some part of the post-1868 period was certainiy, by the present set of defin-
tions, devoted to firming up the preconditions for take-off. By 1914 the Japanese eco-
nomy had certainly taken off. The gquestion 15 whether the penod from about 1878 to
the Sino-~Japanese War in the mid-1890’s 1s to be regarded as the completion of the
preconditions or as take~off. On present evidence we ncline to the lat.ter view.

T Inone sense the Argentine economy began 1ts take-off durmg the First World War,
But by and large, down to the pit of the post-rg2g depression, the growth of its modern
sector, stimujated during the war, tended to slacken ; and, like 2 good part of the Western
world, the Argentine sought during the 19207 10 return 10 a Pre-1914 normaley. It
was not until the mid-1930°s that a sustained take-off’ was mmaugurated, “.rh_xch by am{
iarge can now be juaged to have been successful despite the structural vicissitudes of
that economy. ) ]

§ Against the background of industrialization measures inaugurated an the mid-
1930°’s the Turkish economy has exbibited remarkable momentum m the past five years
founded in the increase in agricultural income ana proauctivity, It still remams to be
seen whether these two surges, conducted under quite different national policies, will
constitute a transition to self-sustazming growth, and whether Turkey can overcome its
current struciurai problems, ) ) . .

|| As noted in the text 1t 13 still too soen 1o judge either the present Indian or Chinese
Communust take-off efforts successful.
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THE TAKE-OFF DEFINED AND ISOLATED

The take-off is such a decisive transition 1n a society’s history that
it 15 important to examine the nature of our definition and the inner
mechanism of take-off somewhat more closely,

There are several problems of choice involved in defining the
take-off with precision. We might begin with one arbitrary defini-
tion and consider briefly the two major alternatives,

For the present purposes the take-off is defined as requiring all
three of the following related conditions:

(x) a.nse in the rate of productive investment from, say, 5%, or
less to over 10% of national income (or net national product (NNP)};

(2) the development of ane or more substantial manufacturing*
sectors, with a high rate of growth;

(3) the existence or quick emergence of a political, social and
stitutional framework which exploits the 1mpuises to expansion 1n
the modern sector and the potential external economy effects of the
take-off and gives to growth an on-gomg character.

The third condition implies a considerable capability to mobilize
capital from domestic sources. Some take-offs have occurred with
virtually no capital imports, for example, Britam and Japan. Some
take-offs have had a high component of foreign capitai, for example,
the United States, Russia and Canada. But some countries have
mmported large quantities of foreign caputal for long pertods, which
undoubtedly contributed to creating the preconditions for take-off
without actually mitiating take-off, for example the Argentine before
1914, Venezuela down to recent years, the Belgian Congo currently,

In short, whatever the role of capital 1m ,.the preconditzons
for take-off include an mitnal ability to mobilize domestic savings
productively, as well as a structure which subsequently permits a
high marginal rate of savings.

This definition 1s designed to isclate the carly stage when mdus-

* In this context.‘manufacturing’ is taken to inciude the processing of agricuitural
products or raw materials by modern methods: for example, tmber m Sweden, meat
1 Australia, dairv products m Denmark, The dual requirement of a *manufacturing’
SECtor 18 that ts processes set 1, motion a chain of further modern sector requirements

and thatits expansion provides the potentiality of external economy effects, industrial
in character,
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trialization takes hold rather than the later stage when industrializa-
tion becomes a more massive and statistically more impressive
phenomenon. In Britain, for example, there is no doubt that it was
between 1815 and 1850 that industriatization fully took hold. If the
criterion chosen for take-off was the perod of most rapid overall
industnal growth, or the period when large-scale industry matured,
all our take-off dates would have to be set later; Britain, for
example, to 1819—48; the United States, ro 1868-93; Sweden, to
18go-1920; Japan, to 19oo-20; Russta, to 1928-40. The earlier
dating 15 chosen here because it is believed that the decisive trans-
formations (including a decisive shift m the mvestment-rate) occur
In the first industrial phases; and later industrial maturity can be
directly traced back to foundations laid in these first phases.

This definition 1s also designed to rule out from the take-off the
quite substantial economic progress which can occur m an econipmy
before a truly self-reinforcing growth process gets under way,
Consider, for example, British economic expansion between, say,
1750 and 1783; Russian economic expansion between, say, 1861
and 18go, Canadian economic expansion between 1867 and the mid-
189g0’s. Such periods—for which there is an equivalent in the
economic history of almost every growing economy—were marked
by extremely important, even decisive, developments. The trangport
network expanded, and with 1t both internal and external commerce;
wnstitutions for.mobilizing savings.were developed; a class of com-
mercial and even industrial entrepreneurs began to emerge; mdus-

trial enterprise on a limuted scale (or in limited sectors) grew. And .

yet, however essential these pre-take-off periods were for later
development, their scale and momentum. were. insufficient.to trans-
form the economy radic lly or, 1n some cases, to outstrip population
growth and to yield an ncrease m per capita outp

With a sense of the considerable violence done to economic
history, we are here seeking to 1solate a period when the scale of
productive economic activity reaches a critical level and produces
changes which lead to a massive and progressive structural trans-
formation in economies and the societies of which they are a part,
better viewed as changes in kind than merely in degree.
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EVIDENCE ON INVESTMENT-RATES IN THE TAKE-OFF
The case for the concept of take-off hinges, 1n part, on quantitative
evidence on the scale and productrvity of investment in relation
to poputation growth, Here we face a difficult problem; for invest-
ment data are not now generally available for early stages in economic
history. Below 1s set out such a case as there 15 for regarding the
shift from a productive investment-rate of about 5% of NNP to
109, or more as central to the process.

1. A prima facie case

If we take the marginai capital/output ratio for an economy in
1ts carly stages of economic development at 3:5:1 and if we assume,
as 1 not abnormal, a population rise of 1-1-5% per annum 1 1s
clear that something between 35 and 5259, of NNP must be
regularly mnvested if NNP per capita 15 to be sustaned. An increase
of 2%4 per annum m NNP per capita requires, under these assump-
tions, that something between 1o 5 and 12:5% of NNP be regularly
nvested. By definition and assumption, then, a transition from
relatively stagnant to substantsal, regular rise i NNP per caprra,
under typical population conditions, requires that the proportion
of national product productively invested should move from

somewhere 1n the viemty of 59, to something in the vicimty
of 109%,

2. The Swedish case

In the appendix to his paper on international differences in capital
formation, Kuznets gives gross and net capital formation figures
in relation to gross and net national product for a substantial group
of countries where reasonably good statistical data exist. Excepting
Sweden, these data do not go back clearly to pre-take-off stages.*

* The Danish data are on the margin. They begin with the decade 1870-g, pro bably
the first decade of take-off itself. They show net ana gross domestic caprtal formation
rates well over 10%,. In view of the sketch of the Danish, economy presented in Kjeld
Bjerke’s ‘Preliminary Estimates of the Danish Natonal Product from 1870-1950°
{prelimunary paper mimeographed for 1953 Conference of the International Association
for Research on Income and Wealth), pp. 324, 1t scems likely that further Tesearch
would identify the years 1830-70 15 2 pertod when the preconditions were actively
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The Swedish data begin in the decade 186x—70; and the Swedish
take-off is to be dated from the latter vears of the decade, as shown
mn Table 2. (GCF' Gross Capital Formation; GNP: Gross National
Product; NCF: Net Capital Formation; DGCF: Domestic GCF.)

TABLE 2. Kuznets’ table of calculations for Sweden

Domestic  Domestic Deprecration
GCF/GNP NCF/NNP to DGCF

Decade (%> (%) (%)
1, 1861-70 58 35 (42)
2. 1871-80 88 53 {42)
3. 1881-9o 10-8 66 (42)
4, 1891-1900 37 81 439
5. IQOI-IO 180 116 400
6. 1gr1r-zo 20z 135 383
7. 192130 10 114 452

Note (Kuznets’): Based on estimates in Eric Lindahl, 0p. cr2., parts 1 and 11, particuiarty
the details in Part 11. These underlying totals of capital formation exciude changes in
inventories. Whilc gross totals are directly from the volumes referred to above, deprecia-
uon for the first three decades was not given. We assumed that 1t formed 42 %, of gross
domestic capiial formation,

3. The Canadian case

The data developed by O. ]J. Firestone* for Canada mdicate a
similar transition for net_capital formation m its take-off (say,
established, 1870-1900 as a period of take-off. This view s supported by scattered and

highly approximate estimates of Danish national wealth which exhibit 2 remarkable
surge 1 caprtal formaton between 1864 and 884,

Estimates of National Wealth n Denmark
1o0¢ millions

of kroner Source

1864 35 Falbe-Hansen, Danmarks statistik (1885).

1884 65 Falbe-Hansen, o0p. et

1899 72 Tax-commussion of 1903.

1909 100 Jens Warming, Dammarks statistik (1913),

1927 24°0 Jens Warnung, Danmarks erbvervs-or semfimdsiiv
(1930}.

1939 288 Economic expert committee of 1943, Bhonomiske
efterkrigspreblemer (1945).

1950 545 N. Banke, N. P. Jacobsen and Vedel-Petersen,

Danske erhvervsiio {1951).

(Furnished in correspondence by Einar Cohn and Kjeld Bjerke.) It should again be
emphasized, however, that we are dealing with a hypothesis whose empirical foundations,
on the side of stattstics, are still fragmentary,

* 0. J. Firestone, Canada’s Economic Deveiopment, 18671952, with Special Reference
to Changes i the Country's National Progucr and National Wealth, paper prepared for
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1896-1914); but the gross investment proportion in the period from
Confederation to the mid-189o’s was higher than appears to have
marked other periods when the preconditions were established,
due to investment in the railway network (abnormally large for
a mation of Cahada’s population), and to relatively heavy foreign
mvestment, even before the great capital import boom of the pre-
1914 decade (see Table 3},

TABLE 3. Canada: gross and net mvestment i durable physical assets
as percentage of gross and net natwonal expenditure (for selected years)
Capitai

consumption as
percentage of

gross

GCF/GNP NCF/NNP mvestment
1870 150 71 56-2
1900 131 40 72'5
1920 166 10-6 413
1929 230 121 533
1952 168 93 497

4. The pattern of contemporary evidence m general®

In the years after 1945 the number of countries for which reason-
ably respectable national income (or product) data exist has grown;
and with such data there have developed some tolerable savings
and investment estumates for countries at different stiges of-the
growth process. Within the category of nations usually grouped as
‘underdeveloped’ one can distmgush four types.t

the Internationai Assoctation for Research in Income and Wealth (1953), to which
Mr Firestone has kindly furnished me certain revisions, shoruy to ve published. By
19oc Canada already had about 18,000 miles of railway line; but the territory served
had been devetoped to a limited degree only. By rgoc Canada already iiad a net balance
of foreign indebredness of over $1 billion. Although this figure was aimost quadrupled
in the next two decades, capital imports represented an important increment to domestic
captal sources from the period of Confederation down to the pre-1914 Canadian boom,
which begins m the mid-18go-s.

* Tam indebted to Mr Everett Hagen for mobilizing tie statstical data i this section,
except where otherwise indicated.

T The percentages given axe of net capital formation to net domestic product. The
latter 15 the product net of depreciation of the geographic area. Tt includes the vaiue of
outrput-produced i te-ares; regardless of whether the income Hows abroad. Since
indirect business taxes are not deducted, 1t tends to be larger than national income;
fience the percentages are lower than if national inceme was used as the denomuinator in
computing them,

43




The take-off

(a) Pre-take-off economies, where the apparent savings and in-
vestment-rates, including limited net capital impotts, probably come
to under 5% of net national product. In general, data for such
countries are not satisfactory, and one’s judgment that capital forma-
tion 15 low must rest on fragmentary data and partially subjective
judgment. Examples are Ethiopia, Kenya, Thailand, Cambodia,
Afghanistan and perhaps Indonesta. *

(#) Economies attempting take-off, where the apparent savings
and mvestment-rates, including limited net capital imports, have
risen over 5 %, of net national product.t For example, Mexico(1950),
Net Capital Formation/Net Domestic Product 72%; Chile (1950),
NCF/NDP 9-5%, Panama (1950), NCF/NDP 7-5%,; Philippines
(1952), NCF/NDP 6-4%,; Puerto Rico (1952), NCF (ptivate)/NDP
7'6%, India (1953), NCF/NDP perhaps about 7%, Whether the
take-off period will, in fact, be successful remains in most of
these cases still to be seen; although Mexico, at feast, would appear
to have passed beyond this historical watershed.

(c) Growing economies, where the apparent savings.and. invest-
ment-rates, mcluding limited vet capital imports, have reached 10 %
or over; for example, Colombia (1950}, NCF/NDP 16-3%,.

(4) Enclave economues: (i) cases where the apparent savings and
nvestment-rates, including substantial net capital imports, have
reached 10%, or over, but the domestic preconditions for sustained
growth have not been achieved. These economues, associated with

* The Office of Intelligence Research of the Depariment of State, Washington, D.C..,
gives the following estmated ratios of investment (presumably gross) to GNP in its
Report No. 6672 of 25 August 1954, p. 3, based on latest data available to that point,
for countries which would probably fall in the pre-take-off category:

% %
Afghanistan g Pakistan 6
Cevlon 5 Indonesia 5

+ The Department of State estimates (56:4.) for economies which are efther attempting
trake-off or which have, perhaps, passed into a stage of regwlar growth meiude;

% %
Argentina 13 Colombia 14
Brazil 14 Philippines 8
Chile 11 Venezucla z3

Venezuela has been for some time an “enciave economy’, with a high investment-rate
concentrated in 2 modern export sector whose growth did not generate gencral economic
momentum mn the Venezueian economy; but in the past few years Venczuela may have
moved over mmto the category of cconomies expertencing an. authentic take-off.
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major export industries, lack the third condition for take-off sug-
gested above (p. 39}. They include the Belgran Congo (1g31),
NCF/NDP 21-7%,, Southern Rhodesia (1950), GCF/GDP 455%,
(1952) GCF/GDP 45:4%,.

(ii) Cases where net capitai exports are large. For example,
Burma (1938), NCF/NDP, 7:1%,; net capital exports/NDP 1159, ;
Nigeria (1950-1), NCF/NDP 51 %; net capital exports/NDP 569,

5. The cases of India and Commumst China

The two outstanding contemporary cases of economues attempting
purposefully to take off are India and Commumst China, both
operating under national plans. The Indian First Five Year Plan
projecied the growth-process envisaged under assumptions similar
to those m paragraph 1, p. 41, above. The Indian Planning Commus-
ston estimated investment as 5 % of NNP 1n the initial year of the
plan, 1950-1.* Using a 3:1 marginal capital/output rato, they
envisaged 2 marginal savings rate of 209, for the First Five Year
Plan, a 50%, rate thereafter, down to 1968-9, when the average
proportion of income 1nvested would ievel off at 20% of NNP.
As one would expect, the sectoral composition_of this process 15
not fully worked out 1n the nitiaj plan; but the Indian effort may
well be remembered in economic history as the first take-off defined
ex ante 1n national product terms,

So far as the aggregates are concerned, what we can say 1s
that the Indian planned figures fall well within the range of
prima facie hypothesis and historical experience, if India in fact
fulfils the full requirements for take-off. The Chinese Communist
figures are somewhat more ambitious 11 both agriculture and
industry.

As of 1959, the momentum achieved over the past six years m
China appears somewhat greater than that in India; but 1t will be
some time before the accounts of progress in the two countries can
be cast up with confidence—notably, with respect to agricultural
development, which must play so large a role in each., What can
be said is that the plans of both countries, in their overall investment

* Government of India, Planning Commussion, The First Five Year Plan (1952},
vol. 1, chapter 1,
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goals and sectoral composition, are consistent with the take-off
requirements; and, perhaps more important, the commitment of
both societies to modermzation appears too deep to permit more than
temporary set-backs.

THE INNER STRUCTURE OF THE TAKE-OFF

Whatever the importance and virtue of viewing the take-off in
aggregative terms—embracing national output, the proportion of
output invested, and an aggregate marginal capital/output ratio--
‘that approach tells us relatively little of what actually happens and
of the causal processes at work in. a take-off; nor 1s the investment-
rate criterion conclusive,

Following the definition of take-off, we must consider not merely
how a rise 1n the investment-rate 1s_bromght about, from boti
supply and demand perspectives, but how rapidly growing manu-
facturing sectors emerged and imparted their primary and secondary
growth 1mpulses to the economy.

Perhaps the most important thing to be said about the behaviour
of these variables in historical cases of take-off is that they have
assumed many different forms. There 1s no singie pattern. The rate
and productivity of investment can rise, and the consequences of
this rise can be diffused nto a self-reinforcing general growth
process by many different technical and economic routes, under the
aegis of many different political, social and cuitural settings, driven
along by a wide vartety of human motivations.

The purpose of the following paragraphs 15 to suggest briefly,
and by way of illustration only, certain elements of both uniformity
and variety m the vanables whose movement has determined the
inner structure of the take-off.

THE SUPPLY OF LOANABLE FUNDS
By and large, the loanable funds required to finance the take-off
have come from two types of source: from shifts in the control
of income flows, including income-distribution changes and capital
imports; and from the plough-back of profits mn rapidly expanding
ﬁarplcular Sectors,
The notion of economuc development occurting as a resuit of
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income shifts from those who will spend (hoard* or lend) less
productively to those who will spend (or lend) more productively
1s one of the oldest and most fundamental notions 1n economucs.
It 15 basic, for example, to the Wealth of Natwns.t
Historically, income shifts conducive to economic development
have assumed many forms. In Meiji Japan and also in Czarist Russia
the substitution of government bonds for the great landholders’
clams on the flow of rent payments led to a highly Smithian
redistribution of income mto the hands of those in the modern
sector. In both cases the real value of the government bonds
exchanged for land depreciated; and, in general, the feudal land-
lords emerged with a less attractive arrangement than had first
appeared to be offered. Aside from the confiscation effect, two posi-
tive impulses arose from land reform: the State tself used the flow
of payments from peasants, now diverted from landlords’ hands,
for activity which encouraged economic development; and a certain
number of the more enterprising former landlords directly invested
in commerce and industry. In contemporary India and China we
can observe quite different degrees of income transfer by this route.
India 1s relymg to only a very limited extent on the elirmmation of
large mncomes unproductively spent by large landlords; although
this element figures 1n a small way in 1ts programme. Communist
China has systematically transferred all non-governmental pools
of capital into the hands of the State, in a series of undisguised or
barely disguised capital levies; and 1t 15 drawing heavily for capital
resources on the mass of middle and poor peasants who remain. |
In addition to confiscatory and taxation devices, which can operate
effectively when the State 15 spending more productively than the
~taxed individuals, inflation has been important to several take—offs,
* Hoarding can, of course, be helpful in the growth process by depressing consump-
tron and freeing resources for investment, if, in fact, non-hoarding persons or instituiions
acquire the resources and possess the will to expand productive invesiment. A direct
transfer of income 15 evidently not required.
1 See, especially, Smith’s obscrvations on the *perversion’ - of wealth bv *prodigality -
—that 15, unproductive consumption expenditures—and on the Virtiies of * parsimony”
which transfers income to those who will mcrease ‘the fund which s destined

for the mamtenance of productive hands’. Routledge edition (London, 18y0),

pp. 259-60.
T W.W.Rostow et al., Prospects for Commumist Ching (New York and London, 1954),
Part 4.
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In Britain of the late 1790’s, the United States of the 1850’s, Japan

of the 1870’s there 1s no doubt that capital formation was aided by
_price nflation, which shifted resources away from consumption to.
- profits.

The shift of income flows into more productive hands has, of
course, been aided historically not only by government fiscal mea-
sures but also by banks and capital markets. Virtually without
exception, the take-off pertods have been marked by the extension of
banking mstitutions which expanded the supply of working capatal;
and 1n most cases also by an expansion in the range of long-range
financing done by a central, formally organized, capital market.

Although these familiar capital-supply functions of the State
and private mnstitutions have been important to the take-off, it 1s
likely te prove the case, on close examination, that a necessary
condition for take-off was the existence of one or more rapidly
growlng sectors whose entrepreneurs (private or public) ploughed
back 1to new capacity a very high proportion of profits. Put
another way, the demand side of the investment process, rather
than-the.supply. of loanable funds, may be the decisive element.in
the take-off, as opposed to the period of creanng the preconditions,
or of sustaiming growth once 1t 1s under way. The distinction s,
historically, sometimes difficult to make, notably when the State
stmultaneously acts both to mobilize supplies of finance and to
undertake major entrepreneuriafacts. Thereare, nevertheless, periods
in economuc history when quite substantial improvements in the
machinery of capital supply do not, in themselves, initiate a take-off,
but fall within the period when the preconditions are created: for
example, British banking developments 1n the century before 1783
and Russian banking developments before 18go.

One extrw the plough-back process has
taken place through foreign trade. Developing economies have
created from their natural resources major export industries; and
the rapid expansion in exports has been used te finance the import
of capital equipment and to service the foreign debt during the
take-off. United States, Russtan and Canadian gramn fulfilled this
function, Swedish timber and pulp, Japanese silk, etc. Currently
Chinese exports to the Communst bloc, wrung at great admunustrative
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and human cost from the agricultural sector, play this decisive role,
It should be noted that the development of such export sectors has
not 1n itself guaranteed accelerated capital formation. Enlarged
foreign-exchange proceeds have been used in many familiar cases
to finance hoards {(as 1n the famous case of Indian bullion imports)
or unproductive consumption outlays.

One possible mechanism for inducing a high rate of plough-back
into productive. investment-is-a-rapid_expansion.in. the..effective
demand for domestically manufacturedconsumers’-goods, which
would direct 1nto the hands of vigorous entrepreneurs an mcreasing
proportion of income flows under circumstances which would lead
them to expand their own capacity and to increase their requirements
for mdustral raw materials, semi-manufactured products and manu-
factured components.

A final element m the supply of loanable funds 15, of course,

capital 1mports. Foreign capital has played a major_tole. i the

take,..,oﬁmﬂmany«@wnomiesv:-~for example the Unmited States,
Russia, Sweden, Canada. The cases of Britain and Japan indicate,
however, that 1t cannot be regarded as an essential condition.
Foreign capital was notably useful when the construction of railways
or other large overhead capital items with a long period of gestation
played an mmportant role i the take-off or the late preconditions
period. Whatever 1ts strategic_role, the proportion of investment
required for growth which goes mto industry 1s relatively small
compared to that required for utilities, transport and the housing
of enlarged urban populations. And foreign capital can be mughtily
useful in helping_carry the burden of these overhead items either
directly or mdirectly.

What can we say, in general, then, about the supply of finance
during the take-off period? First, as a precondition, it appears
necessary that the commumity’s surplus above the mass-consump-
tion level does not flow mto the hands of those who will's sten[nze 1t
by hoarding, luxury consumption or low-productivity investment

_.outlays. Second, as a precondition, i1t appears necessary that institu-

tions be developed which prov1de cheap-and_adequate. Mworkmg
capltal Th}rd as a necessary condition, 1t appears that one or more
gectors of the commumty must-grow rapidly; mnducing a more general
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industrialization process; and that the entrepreneurs m such sectors

plough_back a. substantial proportion..of. their-profits-in further
productive mvestment, one possible and recurrent version of the
plough-back process being the nvestment of proceeds from a rapidiy
Erowing export sector.

The devices, confiscatory and fiscal, for ensurmg the first and
second preconditions have been historically varions. And, as indi-
cated below, the types of leading manufacturing sectors which have
served to initiate the take-off have vared greatly. Finally, foreign
capital flows have, m significant cases, proved extremely important
to the take-off, notably when lumpy overhead capital construction
of long gestation period was required ; but take-offs have also occurred
based almost wholly on domestic sources of finance.

THE SOURCES OF ENTREPRENEURSHIP

It 15 evident that the take-off requires the existence and the success-
ful activity of some group in the society which 1s prepared to accept
1anovations. As noted above, the problem of entrepreneurship in
the take-off has not been profound n a limited groiip of Wealthy
agricultural nations whose populations derived by emigration mainly
from north-western Europe. There the problem of take-off was
_primarily economic; and when economic incentives for industrializa-
tion emerged commercial and banking groups moved over easily
into industrial entreprencurship. In many other countries, however,
the development of adequate entrepreneurshlp was a more searching
social process.

Under some human motivation or other, a group must come to
percetve 1t to be both possible and good to undertake acts of capital
mnvestment; and, for their efforts to be tolerably successful, they
must act with approximate rationality m selecting the directions
toward which their enterprise 1s directed. They must not only
produce growth but tojerably balanced growth. We cannot quite
say that 1t 18 necessary for them to act as if they were trymg to
maximize profit; for the criteria for private-profit maximization do
not necessarily converge with the criteria for an optimum rate and
pattern of growth 1n various sectors. But n a growing economy,
over periods longer than the busimess cycle, economic history 1s
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reasonably tolerant of deviations from rationality, in the sense that
excess capacity 15 finally put to productive use. Leaving aside here
the question of ultimate human motivation, and assuming that the
major overhead 1tems are generated, if necessary, by some form of

_State mitiative (including subsidy), we can say as a first approxima-

tion that some group must successfully emerge which behaves as
if it were moved by the profit motive, 1n a dynamic economy with
changing production functions.

In this connexion it is 1ncreasingly conventional for economists
to pay their respects to the Protestant ethic.* The historian should
not be ungrateful for this light on the grey horizon of formal growth
models, But the known cases of economic growth which theory
must seek to explain take us beyond the orbit of Protestantism.,
In a world where Samurai, Parsees, Jews, North Ftalians, TFurkish,
Russian, and Chinese civil servants (as well as Huguenots, Scotsmen
and British north-countrymen) have played the role of a leading élite
11 economuc growth, John Calvin should not be made to bear quite
this weight, More fundamentally, allusion to a positive scale of
religrous or other values conducive to profit-maximizing activities
18 an insufficient sociological basts for this important phenomenen.
What appears to be required for the emergence of such élites is not
merely an appropriate value system but two further conditions:
first, the new élite_must_feel atself denied the conventional routes
to prestige and power by the_ traditional less acquisitive socwtyr
of which it 15 2 part; second, the traditional soclety must be
sufficiently flexible (or weak) to permit 1ts members to seek materral
advm (or pohncal power) as a route upwards alternative to
conformity.

Although an ehtc entrepreneurlal class appears to be reqmred

industrial 1nvestment decisions, most take-offs have been’ preceded
or accompanied by radical change 1n agnicultaral techmques and
market Jorgamzation. By and large the agricultural entrepreneur
has been the individual land—ownung farmer. A requirement for
take-off is, therefore, a class of farmers willing and able to respond

* See, for example, N. Kaldor, ‘Econorme Growth and Cyclical Fluciuations® s
Economic Journal (March 1954}, p. 67.
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to the possibilities opened up for them by new techniques, land-
_holding. arrangements, - transport facilities, and forms of market
and credit orgamzation. A small purposeful élite can go a long
Way In initiating economic growth; but, especially in agricuiture
{and to some extent 1 the industrial working force), a wider-based
revolution 1n outlook must come about,

Whatever further empirical research may reveal about the motives
which have led men to undertake the constructive entrepreneurial
acts of the take-off period, this much appears sure; these motives
have varted greatly, from one society to another; and they have
rarely, if ever, been motives of an unmixed material character,

LEADING SECTORS IN THE TAKE-OFIF .

As suggested at the close of chapter 2, the overall rate of growth of
an economy must be regarded in the first instance as the consequence
of differing growth rates m particular sectors of the economy, such
sectoral growth-rates bemng i part derrved from certain overall
demand factors (for example population, consumers’ income, tastes
etc.); In part, from the primary and secondary effects of changing
supply factors, when these are effectively exploited.

On this view the sectors of an economy may be grouped in three
categories:

(1) Primary growth sectors, where possibilities.for_innovation
or for the exploitation of newly profitable or hitherto unexplored
resources yield a high growth-rate-and set 1n motion expansionary
forces elsewhere 1 the economy,

(2) Supplementary growth sectors, where rapid advance occurs
in direct response to—or as a requirement of—advance in the
primary growth sectors; for example coal, iron and engineering in
relation to railroads. These sectors may have to be tracked many
stages back into the economy,

{3) Denwved-growth sectors, where advance occurs in some fairly
steady. relation to the growth of total real income, population,
mdustrial production or some other overall, modestiy ncreasing
variable. Food output m relation. to- populatton and housing n
relation to. family formation are classic dertved relations of this
order,
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In the earlier stages of growth, primary and supplementary growth
sectors dertve their momentum essentially from the introduction
and diffusion of changes in the cost-supply environment (in turn,
of course, partially influenced by demand changes):; while the
derived-growth-sectors are linked essentially to changes 1 demand
(while subject also to continumg changes in production functions
of a less dramatic character). In the age of high mass-consumption
leading sectors become more dependent on demand factors than
in the earlier stages, as considered in chapter 6.

At any period of time 1t appears to be true even in a mature and
growing ecomomy. that forward momentum 1s maintained as the
result of rapid expansion in a limited number of primary sectors,
whoseexpansion hassignificant external economy and other secondary
effects. From this perspective the behaviour of sectors during the
take-off is merely a special version of the growth process in general;
or, put another way, growth proceeds by repeating endlessly, 1
different patterns, with different leading sectors, the experience
of the take-off. Like the take-off, long-term growth requires that
the society not only generate vast quantities of capital for deprecia-
tion and mantenance, for housing and for a balanced compiement
of utilities and other overheads, but also a sequence of highly
productive primary sectors, growing rapidly, based on new produc-
tion funcrions. Only thus has the aggregate m;i:ginal capItanutput
ratio been kept low.

Once agam history 15 full of variety: a considerable array of
sectors appears to have played this key role in the take-off process.

The development of a cotton-textile industry sufficient to meet
domestic requirements has not generally imparted a_sufhcient im-
pmmgammg growth process. The
development of modern cotton-textile industries in substitution for
imports has, more typically, marked the pre-take-off period, as for
example in India, China and Mexico,

There 1s, however, the famous exception of Britamn’s industrial
revolution. Baines's table® on raw-cotton imports and his comment
on 1t are worth quoting, covering as they do the onginal leading
sector 1n the first take-off (see Table 4).

* E. Baines, Hisiory of the Colton Manufacture (London, 1833), p. 348.
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TABLE 4. Raie of increase in the import of cotton-mool,
#t periods of ten years from 1741 to 1831

% %
I741-51 81 1791-1801 675
175161 205 1801-11 395
176171 255 181121 93
1791~81 75'75 182r-31 8y
1781-91 319'5

From 1697 to 1741 the increase was trifling; between r741 and 1751 the manufacture,
though still insignificant n extent, made a considerable spring; during the next twenty
years, the merease was moderate; from 1771 to 1781, owing to the mvention of the jenny
and the warer-frame, a rapid increase took place: 1 the ten vears from 2781 to 1791,
berng those which immediately followed the mvention of the raule and the expiration of
Ariewright's patent, the rate of aavancement was prodigiously accelerateq, being nearly
320%: and from that time to the present, and especially since the close of the war, the
Increase, though considerably moderated, has been rapid and steady far bevona alf
precedent 1m anv other manufacture,

Why did the development of a modern factory system i cotton
textiles lead on 1 Britam to a self-sustamning growth process,
whereas 1t failed to do so in other cases? Part of the answer lies in
the fact that by the late elghteenth century the precoaditions for
take-off in Britam were very fully developed. Progress in textiles,
coal, 1ron and even steam power had been considerable throughout
the eighteenth century; and the social and institutional ENVIroTIment
was propitious. But two further technical elements helped determime
the upshot. First, the British cotton-textile industry was farge in
relation to the total size of the economy. From ifs modern begin-
nings, but notably from the 1780’s forward, a very high proportion
of total cotton-textile output was directed abroad, reaching 609/,
by the 1820's.* The evolution of this mdustry was a more massive
fact, with wider secondary repercussions, than if it were simply
supplying the domestic market. Industrii enterprise on this
scale had secondary reactions on the development of urban areas,
the demand for coal, iron and machinery, the demand for
working capital and ultimately the demand for cheap transport,

* The volume (official vaiue) of British cotton-goods exports rose from £355,060
mn 1780 to f£7,624,505 1n 1802 (Baines, op. cit. p. 350} Sec also the calculation
of R. C. O. Matthews, A Study in Trade Cyeir History (Cambridge, 1954),
PP- 127-9.
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which powerfully stimulated industrial devetopment 1n other
directions.*

Second, a source of effective demand for_rapid expansion-in_
British cotton textiles was supplied, 1n the first instance, by the sharp
reduction 1n real costs_and prices which accompanied the techno-
logical developments in manufacture and the cheapening real cost of
raw cotton induced by the cotton-gin. In this Britain had anadvantage
not enjoyed by those who came later; for they merely substitured
domestic for foreign-manufactured cotton textiles. The substitution
undoubtedly had important secondary effects by mtroducing a
modern industrial sector and releasing, on batance, a pool of foreign
exchange for other purposes; but there was no sharp fall in the reat
cost of acquiring cotton textiles and no equivalent rise in real income.
ction of the railroad_has_been historically-the-most

or.of take-offs.} It was decisive 1n the Unated

“States, France, Germany, Canada, and Russia; 1t has played an

extremely important part in the Swedish, Japanese and other cases.

The railroad has had three major kinds of impact on economic
growth during the take-off period. First, it has lowered internal
fransport costs, brought new areas and products into commercial
markets and. in general, performed the Smithian function of widen-
g the market. Second, it has been a prerequisite in many cases to
the development of a major new and rapidly enlarging export sector
which, n turn, has served to generate captal for internal develop-
ment, as, for example, the American railroads before 1914. Third,
and perhaps most important for the take-off itself, the development
of railways has led on to the development of modern. coal,-iren and
engineering industries. In many countries the growth of modern
basic industrial Sectors can be traced in the most direct way to the
requirements for building and, especially, for maintaining substan-
tral railway systems. When a society has developed deeper nstitu-

* If we are prepared to treat New England of the first half of the mnetcenth century
25 3 separable economy, 1ts take-off into sustained growth can be allocated to the penod,
roughly, 1820-50; and, agamn, a disproportionately large cotton-textile industry based
substantially on exports (that 1s, from New Engiana to the rest of the United States)
1s the regional foundation for sustained Erovwth,

t For a detailed analyss of the routes of impact of the raflroad on economic deveiop-
ment see Paul H. Cootner, Transport {nnovanion and Econonuc Devetopment: The Case af
the U.S. Steam Ratlroads(1953), unpublished doctoral thesss, M.IT ( Cambridge, Mass.).
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tronal, social and political prerequisites for take-off, the rapid growth
of a railway system, with these powerful triple effects, has often
served to lift 1t into self-sustained growth. Where the prerequisites
have not existed, however, very substantial railway building has
failed to mitiate a take-off, as for example in India, China, pre-18g;5
Canada, pre-1914 Argentina, etc.

It 1s clear that an enlargement and modermzation of armed forces
could play the role of a leading sector 1n take-off, It was a factor in
the Russian, Japanese and German take-offs; and it figures heavily in
current Chinese Communist plans. But historically-theroleof modern
armaments has been ancillary.rather than central-to_the take-off.

Quite ‘aside-froni therr role in supplying foreign exchange for
general capiral-formation purposes, raw materials and food-stuffs
can play the role of leading sectors 1n the take-off if they mvolve
the application of modern processing techniques. The timber indus-
try, built on the steam-saw, fulfilled this function in the first phase
of Sweden’s take-off, to be followed shortly by the pulp industry.
Similarly, the shift of Denmark to meat and dairy products, after
1873, appears to have remnforced the development of a manufac-
turing sector in the economy, as well as providing a major source
of foreign exchange. And as Lockwood notes, even the export of
Japanese silk thread had important secondary effects which deve-
foped modern production techniques. *

To satisfy the demands of American weaving and hostery mills for uni-
form, high-grade yarn, however, 1t was necessary to improve the quality of
the product, from the sﬂkworm egg on through to the bale of silk, In
serrculture this meant the introduction of screntific methods of breeding
and disease control; in reeling 1t stimulated the shift to large filatures
eqmpped with machinery; in marketing 1t led to large-scale organtzation
in the collection and sale of cocoons and raw silk. . .it exerted steady
pressure in favour of the application of science, machinery, and modern
business enterprise.

The rple. of-leading $gctor tras-been_assumed, finally, by the
accelerated development of domestic.manufacture of consumption

goods over a wide range in substitution for imports, as, for example,
n Australia, the Argentine and, perhaps, in contemporary Turkey.

* W. W. Lockwood, The Econamtc Development of Japan (Princeton, 1954), Pp- 338-9.
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What can we say, then, 1n general about these leading sectors?
Historically, they have ranged from cotton textiles, through heavy-
industry complexes based on railroads and military end-products,
to timber, pulp, dairy products and finally a wide variety of con-
sumers’ goods, There 15, clearly, no one sectoral sequence for take-

-off, no single sector which constitutes the magic key. There 1s no

need for a growing society to recapitulate, for example, the structura)
sequence and pattern of Britain, the United States or Russia. Four
basic factors must be present:

(1) There must be enlarged effective demand_for the product .
or products.of sectors which vield a “foundation for a rapid rate of
growth 1n utput, Historically this has been brought about initially
by the transfer of income from consumption or hoarding to produc-
tive imvestment; by capital 1mports; by a sharp mcrease in the
productivity of current investment inputs, yielding an increase in
consumers’ real mcome expended on domestic manufactures; or
by a combination of these routes,

(2) There must be an introduction into these sectors of new

_production funetiens-as well as an expansion of capacity.

(3} The society must be capable"of generating capital initially
required to detonate the take-off in these key sectors; and especially
there must be a high rate of plough-back by the (private or
state) entrepreneurs controlling capacity and technique i these
sectors and in the supplementary growth sectors they stimulated to
expand,

(4} Finally, the leading sector or sectors.must be such that their
expansion and techmeal transformation mduce a chan of require-
ments for mereased capacity and the potentiality for new production
functions 1 other sectors, to which the society, m fact, progres-
sively responds,

THE TAKE-OFF IN PERSPECTIVE
This view of the take-off is, then, a return to a rather old-fashioned
way of looking at economic development, The take-off is defined
as an industrial revolution, tied directly to radical changes m methods
of production, having their decisive consequence over a refatively
short period of time.
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This view would not deny the role of longer, slower changes in
the whole process of economic growth, On the contrary, take-off
requires the massive sct of preconditions, going to the heart of a
society’s economic organzation, its politics, and its effective scale
of values, considered m chapter 3.

What this argument does assert is that the rapid growth of one
ot more new manufacturing sectors 1s a ._powerful and essennal

engme of economic transformation. Its power derives from the
multiplicity 6f ifs forms of impact, when a society is prepared to
respond positively to this impact. Growth in such sectors, with new
production functions of high productivity, 1n itself tends to raise
output per head; it places mmcomes mn the hands of men who will
not merely save a high proportion of an expanding income but who
will plough 1t into highly productive investment: 1t sets up a chain
of effective demand for other manufactured products; 1t sets up
a requirement for enlarged urban_ areas, whose capital costs may
be high, but whose populition and market organization help to
make industrialization an on-going process; and, finally, it opens
up a range of external economy effects which, 1n the end, help to
produce new leading sectors when the initial impulse of the take-off's
leading sectors begins to wane,

In non-economic terms, the take-off usually witnesses a definitive
_$ocial, political, and cultural victory of those who would modernize
the-gconomy over those who would either cling to the traditional
society or seek other goals; but—because nationalism can be a social
solvent as well as a diversionary force—the victory can assume forms
of mutual accommodation, rather than the destruction of the tradi-
tional groups by the more modern; see, for example, the role of
the Junkers 1n nascent industrial Germany, and the persistence of
much  tradittonal Japan beyond 1880, By and farge, the main-
tenance of momentum for a generation persuades the society to
persist, and to concentrate its efforts on extending the tricks of
modern technology beyond the sectors modernized during take-off.
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CHAPTER 3
THE DRIVE TO MATURITY

DEFINITION AND TIMING

After take-off there follows what might be called the drive to matu-
rity. There are a vanety of ways a stage of economic maturity might
be defined: but for these purposes we define 1t as the period when
a society has effect .
logy to th urees,

Tn terms of sectoral development the drive to maturity sees the
industrial process differennated, with new leading sectors gathering
momentum to suppiaﬁt the older leading sectors of the take-off,
where deceleration hag increasitigly slowed the pace of expansion,
After the railway take-offs of the third quarter of the nineteenth
century—with coal, 1ron, and heavy engineering at the centre of
the growth process—it 1s steel, the new ships, chemucals, electricity,
and the products of the modern machine-tooi that come to dominate
the economy and sustamn the overall rate of growth. This 15 also,
essentially, the case with the later Russian drive to maturity, afrer
1929, But in Sweden after 18go 1t was the evoluuon from timber
to wood-pulp and paper; from ore to high-grade steel and finely
machined metal products. The leading sectors in the drive to
maturity will be determuned, then, not merely by the pool of techno-
logy but by the nature of resource endowments; by the character
of the take-off, and the forces 1tsets.in motion:-and-it-Fiay-be shaped
to a degree, as well, by the policies of governments.

Although much further detailed analysis would be required to
apply this definitton ngorously, we would offer the following sample
as rough symbolic dates for technological matusity :*

Great Britam 1850 Sweden 1930
Unrted States 1900 Japan 1940
Germany 1910 Russia 1950
France 1910 Canada 1950

* The reader may wonder why we have given only rounded, symbolic dates for
arfrval at maturity whereas nore precise dates are offered in chapter 4 for the beginning
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plied the range of (then) modern techno-.
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The oddity referred to mn chapter 2 1s to be noted again. These
dates, mdependently derived, come more or less sixty years after the—
dates established, on quite different criteria, for the begmning of
take-off. There 1s no body of argument ot evidence we can now offer
to make rational such a uniformity. But, as suggested earlier, 1t may
be that when we explore the implications of some six decades of
compound interest applied to the caprtal stock, 1n combination with
three generatiommmmr an environment of growth,
elements of rationality will emerge.

SECTORAL PATTERNS OF MATURITY: RAILWAYS AND
THEIR AFTERMATH

In Great Britam the take-off had centred on the direct and indirect
consequences of the rapid expansion in cotton textiles, inctuding
developments as distant from Lancashire as Eli Whitney’s invention
of the cotton-gin and such partially independent, but concurrent,
developments as the refinement of the steam-engme and of an iron
technology based on British ore and coke. The British road to
maturity consisted not merely in the large-scale exploitation, after
1813, of the mutually remnforaing nnovations of Arkwright, Wart
and Whitney, but also in the railway booms of the 1830’s and
1840’s. These surges brought the British coal, 1ron, and heavy
engineering industries to technical maturity by the mid-nineteenth
ceniury.

By, let us say, the Exhibition of 1851, Britain had mastered and
extended over virtually the whole range of its resources all that the
then modern science and technology had to offer an economy with

of take-off. The reason for this asymmetry derives from tac fundamental theoretical basis
of the stages-of-growth anaiysis, presented at the close of chaprer 2. The stages-of-growth
take their reality from rapid expansion phases m particular leading sectors. The 1nitial
dates for tzke-off are generally the moment when a clearly marked general expansion wag
launched based on rapid growth in particuiar ndustries.  For the pre-1g14 era, for
example, the initial date for take-off often marks the beginming of 2 powerful cyclical
expansion. As will emerge, arrtval at maturity did nor necessarily bring with 1t the
prompt launching of the next stage, with new leading scctors. There was often an meerval
before the age of high mass-consumption was launched: an mnierval used io bring
Consumption up to the level necessary for this stage or passed in less wholesome ways,
for example 1n relative stagnatron or in military ventures. With the launching of the stage
of high mass-consumption more precise dating again becomes possible; for new ieading
sectors again clearly emerge, with high momentum,
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the resources (and the population-resource balance) of mid-mine-
teenth-century Britain, In various specific. directions other nations
exhibited something of a iead over Britain, even at mid-century;
the Americans, for example, foreshadowing a virtuostty with labour-
saving machinery—notably farm machinery; and the Germans, n
chemicals. Butat the Crystal Palace Britain was unique 1n reflecting
a well-rounded mature economy,

Less than seventy vears from the launching of the canal and cotton-
textile boom of the 1780’s, when the mdustrial revolution, narrowly
defined, may be said to have begun, Britain had wholeheartedly
transformed itself into an mdustrial natlon—its commitment con-
firmed by the Repeal of the Corn Laws. Well ahead most, but
not m all sectors, with respect to the other societies whose pre-
conditions had been well advanced during the eighteenth century,
Britain was about to divert a substantial proportion of its capitai
and techmcal know-how in a quarter-century of diffusion abroad of
the 1ron, heavy engimeering, and construction technology on which
railway building depended.

And, as noted chapter 4, the take-offs of the United States,
France, and Germany, all compieted by 1873, were thus based
squarely on railways rather than cotton textiles. For these nations
the path to maturity lay ;n a complex of industries whose possibilities
were, in part, unfolded by the nature of the railway take-off. For
1ust as the railway boom m Britain was sparked by the success of
the Manchester—Liverpool line, so the requirements of railway main-
tenance placed a high premium on the production of cheap and good
steel, whose rails would not wear out as fast as the won rails. It was
largely from this incentive that the modern steel industry was built;
n a sense steel flowed from the ratlroads, as the railroads had flowed
from the requirements and consequences of modern cotton-textile
industries. But once cheap, good steel was available, many further
uses unfolded, including the efficient boiler and the modern steel
ship; the machine-tool; new equipment for heavy chemical manu-
facture; and new forms of urban construction.

The history of the engineering profession thus tells in compressed
form the story of the unfolding, leading sectors. Where its bases were
not militaty, the modern engineering profession took its start in
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laying out roads and canals, in designing water-pumps for coal
rnes, and making textile machinery, including the means to power
that machinery. Drawing on strands from all these early experiences
the engineers moved on to railroads; and they then fanned out, 1n
a process of differentiation, mto mechanical, chemucal, and electrical
engimeering specialities as well as such sub-specialities as naval
construction and civil engineering. Of all the steps in the sequence
of modern engineering the railway was, almost certarnly, the most
important. Just as the financing and management of the railroads
set many patterns for large-scale industrialization on a wider front,
80 also, 1t was 1n the technical experience of building and operating
the railwavs that a good part of the foundations were laid for the
march of the Western world mto maturity,

For the United States, Germany, and France, then, the post-
take-oft stage was concentrated on the development of post-raitway

ot T ——

+technology, much 6f Which was an elabgration"of insig _derived

from earlier techmical experience. The rise o steel—and all 1ts
uses, MASSIVE Amd Tefined =is Céftainly the central symbol of the
post-railway movement to maturity on the contnent of Western
Europe and in the United States. And Britain, of course, joined fully
m the elaboration and application of the post-razilway technology,

But what of the later-comers of the nineteenth century? What,
for example, of Sweden, of Japan, and Russia, whose take-offs begin
between, say, 187¢ and 18907

SWEDEN
For Sweden the take-off of the 1870’s and 1880’s had been based
primarily on a modern timber export mdustry and railway construc-
tuon. The turning point into maturity comes in the early 18go’s.
And 1t comes 1 the form of a challenge: a depression marked by
a sagging away of Sweden’s export markets on which 2 good deal
of its take-off had been built, This 15 2 quite normal occurrence.
The rake-off is, structurally,.a_surge i output 1n a relatively few
,V‘W.srgmc;t'_grs. It'is of the nature of the investment process that these
sectoral surges should be overdone, Indeed, this 15 the essence of
the trade cycle. Once having overshot the mark in the key sectors of
a first take-off surge, 1t is necessary for the economy to regroup and
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re-allocate 1ts resources for a resumption of growth i new leading
sectors. Structurally -this“is the nature and the historic function
of a trade depression. It has been normal, therefore, for the take-off
to end with a trade depression; and one measure of take-ofl having
been achieved is a soctety’s ability to regroup its resources effectively
and to accelerate expansion 1 a new set of leading sectors.

Sweden of the 1890’s responded positively to this structural chal-
lenge. There was a shift from umber it wood-~pulp, from the export
of unplaned to planed board and matches. The Norrland ores began
to be systematically exploited by modern methods. From pig—tron
there was a surge into the highly refined steel and engineering indus-
tries, Hydro-electric sources of power were systematically exploited,
laying the basis for an electric machinery mdustry of the highest
skill, which was later to help the Swedish railways convert to electrie
cty from coal. Even 1n agriculture there was a shift—in direction
similar to that in Denmark-—from grain to animal and dairy farmung
of higher productvity. And over a wide range Sweden began to
produce at home manufactured commadities hitherto imported. In
Lindahl’s phrase, the 18go’s marked for Sweden the beginnings of
a phase of ‘differentiation of production™ which continued down
10 114 and was, n fact, heightened by the requirements of Sweden’s
somewhat isolated neutrality of the First World Wa.

The essence of this transition was the systematic application to the
rich but narrow mux of Swedish natural resources of the best methods
modern technology could then offer. By the 18g0’s Swedish society
had been transformed in such a way over the previous generation as
to generate a corps of entrepreneurs and technicians sufficient to
man this push aiong a wide front. So, by the end of the 19207,
Sweden had become a fully mature society, mn terms of its own re-
sources and ofa modern technology to which 1t made significant contri-
butions. It was ready for the welfare state and the gadgetry of the age

JAPAN
From this perspective, the story of Japan in its broad outline—but
tmed with about a decade’s lag—bears a family resemblance to
that of Sweden; and this is so despite a population-resource balance

¥ Nanenal Income of Sweden, vol. 1, especially pp. 122, 263-4, 285, and 314-15.
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distinctly Jess advantageous than that of Sweden, and despite a cul-
tural and political setting that, at first glance, could hardly be less
sumilar. Japan, too, represents a remarkably purposeful surge to
maturity, in which a relatively narrow array of natural resources
was harnessed by a diligent, strongly motivated population to the
best that modern technology could offer in a sixty-year surge: from,
say, 1880 to 1g4o0.

Just as the sectoral composition of the Javanese take-off differs
from the Swedish case, so also does the mixture of industries which
carried Japan to maturity 1n the 1930's.

The Japanese take-off was made possible by a sertes of prior and
concurrent developments mn agriculture that did the three essential
things defined i chapter 3 as agriculture’s missson m industrial
development: from the_side of supply, agriculture provided -
creased food and fibres for an enlarged popuiation, for acceierated
urbanization, and to earn forelgn exchange; from the side of demand,
the rise of productivity mn _r_umféi'iﬁﬁts,—i;g\_{‘ided Japanese mdust
with enlarged markets and encouragement for domesti
and finally, from the side of cap pply, the comimutation of the
fendal rents, and the diversion of. income stream to the govern-
ment gave the Japanese modern sector an essential mitial infusion
of capital, until plough-back could take over a good part of industrial
financing.

But despite the new technical and market skills that accompanied
these agricultural developments, they alone could not have lified
Japan into take-off, In the 1880’s and 18g0’s, a whole series of new
ndustries took hold, imually sparked by government Initiative, but
increasingly turned over to private enterprise, as new men emerged
ready to carry the responsibilities and nisks of administration and
ownership: the take-off—let us say between 1880 and 19o0—was
built on railways, on ship-building, on cotton manufacture (initially
based on 1mported cotton), on silk cultivation and manufacture, on
coal and pig-iron, and then, in the 18go’s, on 2 surge of military
outlays, that helped to build up the engineering mdustries.

In the 1890’s, too, the beginnings of a modern chemical industry
can be discerned. But the rise of chemicals, with their cruciai role
In japanese agriculture, belongs with the process of industrial
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differentiation—the advance on a broad front—which characterizes
the first four decades of the twentieth century. For despite high
growth-rates in the previous two decades, as of 1900 Japan was still
a society whose modern industrial sector was small and, relatively,
still dominated by textiles. It was between 1goo and rgzo—notably
stimulated by the First World War—that the Japanese mdustrial
sector began to fan out into chemucal fertilizers, steel, and electrical
equipment.

Lockwood concludes 1n a formulation quite close to our definition
of maturity; ‘ By the end of the 1920°s. . . the processes of moderneza-
tion and growth had extended 1 varying degrees to all sectors of
the economy.” But it was only mn the 1930°s that the engincering
industries came 1nto their own, under the stimutus of the develop-
ment of Manchuria and war outlays and preparations. It was only
in this decade, for example, that the value of output in metals,
machinery, and chemicals at last came to outrank textiles i their
contribution to Japanese gross national production.®

Thus, starting 1ts take-off about thirty years after the major
nations of continental Eurcpe, ten years after Sweden, Japan arrived
at maturity just about in phase; that 1s, about three decades after
France and Germany, a decade after Sweden,

RUSSIA

Now a few words about the Russian case, which is considered at
greater length 1n chapter 7, 1n relation to that of the United States.

The Russian preconditions reach back, of course, a long way,
at least to the time when Peter returned from the West with the
conviction that Russia had to modernize; but the traditional society
gave way slowly. It was shocked by Napoleon; and again by the
Crimean War; and 1ts bases were slowly eroded by the spreading
knowledge of all that was going forward in the West, during the
first half of the mineteenth century. With 1861, and the freeing of
the serfs, the process of creating the preconditions for take-off
accelerates: both techmcally—in the build-up of social overhead
capital and the bases for modern industry—and 1 terms of the

* K.Ohkawa et af., The Gromwth Rate of the Japanese Economy since 1878 {Tokvo, 1957),
pp. 81-3.
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ideas, attitudes, and aspirations of various groups of Russians. Then,
by 1890 or so, the Russian take-off begins.

Like the concurrent Canadian take-off, the Russian take-off was
aided by the rise in_grain prices and the export demand for grain
which occurred 1n the mid-fg—gﬁo’s; for it was thisg ;;;émagmﬁe
attractive the laying of vast railway nets in the two countries, just as,
mn the 1840’s, the potato famime 1n- Ireland, and the pressure on
Western Europe gran acreage in general, set the stage for the rajl-
roadization of the American mid-West in the 1850’s. And 1t was
the railway, with its multipte impact on growth, that took Russia
mnto its take-off by the outbreak of the First World War. Coal,
1ron, and engineering surged ahead, as wellas a modern cotton-textile
Industry to meet the expanded demand at home. In addition, the
Baku petroleum industry expanded to its natural limit; and the
Ukrarnian coal-iron complex was brought to life as were the Ruur,
and the Pennsylvanian and mid-Western American complexes a half-
century or so earlier.

By 1914 Russia was producing something like five million tons
of pig-tron, four million tons of iron and steel, forty milliosi tons of
coal, ten million tons of petroleum and 3 food-grain export surplus
of about twelve million tons. Despite its ultimate internal collapse
and defeat, during the First World War, Russia was able to mount,
supply, and sustain for three years of terrible casualties an enormous
army, i modern combat, including artillery and aircraft of con-
siderable sophistication.

The Communists inherited, then, an economy that had taken off;
and one which had developed a substantial €XpOrL _surplus. in
agriculture.

It took about a decade for Lenin and his successors to reorganize
this system to their taste, and to get 1t back to 1ts previous peak
output; and then came the series of Five Year Plans. They are to
be understood not as a take-off but as a drive to maturity : the process
of industrial differentiation, the advance to modernization on a wide
front,

Stalin was the architect not of the modernization of a backward
country, but of the completion of its modernization. Stalin was
Witte's successor 1 a quite direct and technical sense,
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With certain specific differences stemming from the objectives
of the Commumst leadership, the broad pattern of Soviet economic
growth between 1929 and, say, Stalin’s death s similar to that of
Western Europe and the United States of the pre-1914 decades:
this was the post-railway age in Russa, the age of steel, machine
tools, chemicals, and electricity. The Russian surge to maturiry
came, however, at a ttme when the back-log of accumulated techno-
logical possibilites included developments (notably 1n electrormcs,
a€ronautics,-and-atamic_energy) which were Hot available 4 few
ge—nerations earlier, so that as Russiz drew technologieally level, 1t
was level at a different range of technology from that of the powers
which had reached maturity by 1914.

In its broad shape and timing, then, there 15 nothing about the
Russian sequence of preconditions, take-off, and drive to techno-
logscal maturity that does not fall within the general pattern:
although like all other nationa! stories 1t has untque features, which
will be considered 1n fater chapters.

SOME PROBLEMS IN DEFINING MATURITY

The meanmng of this technological definition of maturity—and 1ts
limits—may be better perceived by considering briefly a few
specific problems posed by the particular dates here chosen for
maturity.

Is France, for example, on the eve of the First World War, to
be regarded as technologieally mature, despite its large, comfortable
but technologically backward peasantry and its tendency to export
large amounts of capital, despite certain technologlcal_ly lagping
industrial sectors? The case can, of course, be argued either way;
but 1t does dramatize the need to allow, within tihe present definition,
for regions of a nation or sectors of the economy tvc_:_’_{‘ews!st—afor what-
ever reason—the full application of the range of modern technology,
And this turns out to be generally true of nations which, by and large,
one would judge mature. The United States of 1goo contained,
after all, the South, whose take-off can be dated only from the 1930°s;
and contemporary mature Canada contains the still-lagging province
of Quebec. The technological definition of maturity must, then, be
an approximation, when applied to a whole national society.

67



The drive to maturity

Japan as of 1940 poses a somewhat different problem. Can one
rate as mature an economy with so labour-intensive an agricuitural
sector? The answer 15 affirmative only if one 13 prepared to take as
given—outside the definition of maturity—a society’s decision about
1ts population size. Within the Japanese population-resource balance,
its agriculture, with extraordinary refinement i the use of both
water and chemical fertilizers, does indeed reflect 2 high form of
modern technological achievement, even if modern farm machinery,
designed to save labour, 1s capable of only limited wuse.

What about contemporary Russia, with more than 409%, of the
working force still in agriculture and much modern technology still
unapplied in textiles and other consumers® goods mdustries? Here
again, the present definition of maturity would not predetermine
how a society chooses to allocate its technological capabilities. By
and large contemporary Russia 1s to be judged a mature economy
despite the fact that 1ts leaders have chosen for political reasons
to bear the costs of a low-productivity agriculture and have chosen
to concentrate capital and technology in sectors other than manu-
factured consumption goods. Put another way, the obstacles to full
modernization. of tix S§1a0 economic .structur'e-do not lie iﬁ_t_pe

supply.of. capital, entrepreneunial admunistrators, or techmicians.

Finally, there 15 the case of Britamn, mature on this definiGon as
early, say, as the Crystal Palace Exhibition, How 1s one to deal
with the long interval between the stage of its maturity, in terms
of the effective application of mid-mneteenth-century technoiogy,
and the next stage of growth: the age of high mass-consumption,
when the radical improvements in housing and durable consumers’
goods and services become the economy’s ieading sectors?

The reasons for the gap m the British sequence lie 1n the nature
of this next stage. The age of high mass-consumption represents a
direction .of_..dﬁ}iﬁl_m_)_mentﬁa,so_q;g y may choose when it has achieved
beth.technological maturity and a certamn level of real income per

\ll(iad Although income per head—and usually consumption per
head—will r1se 1n the drive to maturity, 1t is evident that there is no
fixed connexion between technological matunity and any particular
level of real consumption per head. The course of these variables
after take-off will depend primarily on the society’s population-
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resource balance and on its income distribution policy. The process
of growth, by definition, raises_income _per head, but 1t does not
necessarily lead to uniformmuty of per caprta income among nations
or, even, among regions within nations; and, in Canada and certain
other cases, we even have societies which have entered into the stage
of high mass-consumption before technological maturity wasattained.
There are—and there are likely to be—technologically mature
societies that are, so to speak, both rich and poor. When historical
data on national income are developed to permit systematic com-
parson, we are likely to find that incomes per head, at maturity,
vary over a considerable range. Mid-century Britain would, pre~
sumably, stand low in that range, The improvements in real income
and consumption per head that occurred in the second half of the
nineteenth century took the form of improvements 1 diet, housing,
urban overhead capital, and other forms of increased welfare which,
while substantial, did not create within Britain new leading indus-
trial sectors—at least down to the bicyeie boom of the 1890’s.*

* In a different perspective, it 1s possible to dismiss the gap between mid-ninereentn
century British technelogical maturity and twentieth~-century high mass-consumption
as a simple product of technological history ; titat 1s, the technology of modern transporta-
ton, suburban housing, and houschold gadgetry did not exist , say, the third quarter
of the nineteenth century. And for manv purposes that is a quite satisfaciory way to
iook at the matter.

On the other hand, three considerations argue that it 1s also, for otber purposes, worth
regarding the British sequence in the second half of the nincteenth century as mvolving
agap. First, ieehnalagyatselfis;n its widest scnse, not an independent variable (W, W.
Rostow, Process of Econonic Gramen, especially pp. 83~6). If the level of British incomes
and consumption bad been high enough, incentives might have existea which would
have yielded a quite different evoiution of technology. Second, the phéfiomenon of
2 gapaa-trne-between the attainnent of technologicai maturity and the age of high mass-
Efnsumpuun:the extstence of relattvely po6T as well a5 TR mature soofetes—15 more
general than the British case. And a view of Britain 1n the second half of the nineteenth
century asin the proccss of closing the gap may, for certain purposes, be linked suggestively
te similar transitions 1 other societies. ‘Third, much in Bririsi ocial, political (and,
even, entreprencurial) history in the second half of the mincteenth centl
transformarions 113 athitude and policy which Have occurred in ather societies after
technological maturity has been attamed: the beginnings of serious welfare legislation,
with the Ten Hours Bill; the pressures and reflexions which led the socrety to accept the
Second and Third Reform Bills; the cmergence of political coalitions which damped the
power of industrial interests; the mountmg inteliectual attentron and public sentiment
focused en problems of social reform, laving the bases for the pre~1914 Liberal measures
and the cmergence of the Labour Party. In short, cven narrowly cxamined, much in
British historyin the period 1850-1900 is ifluminated by the notion that this wasa society
which took 1ts technological virtuosity as given and, at decorous rate, procecded o
cxplore, at the margin, obiectives bevond.
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And so Britam, after Crystal Palace, moved onward in growth at
a modest pace, using 1ts capital and entrepreneurship substantally
to help acquire resources with which it was not sufficiently endowed
and to help build the preconditions and assist the take-offs of other
societies, suffering along the way some of the costs of having led
n the process of industrilization, to enter the new century with
most of its nitial lead gone. Put another way, the achievement of
maturity by Western Europe and the Umted States early in the
twentieth century, at the then exssting level of technology, found
Britain 10 a roughly equivalent position: while the newer nations
had moved from take-off to maturity in the sixty vears before the
First World War, Britain had moved, 1n terms of income levels,
from being a relatvely poor mature society to being a refatively
rich mature society.

MATURITY IN PERSPECTIVE

Now a few words about the non-economic aspects of the drive to
maturity. Look backwards a moment.
The period of preconditions ts the time m the life of a soctety
when the traditional structure 1s undermined piecemeal, while
“important dimensions of the old system remain. Just before and
during the take-off, the new modern elements, values, and objectives
achieve a definitive break=through; and they come to control the
society’s mstitutions; and then, having made their point, with therr
opponents 1n retreat or disarray they drive to carry the process of
modernization to 1ts logical conclusion. Post-1815 Britain, post-
Civil War America, Bismarck’s Germany after 1870 and slower-
moving France, too, in the same period, Japan from 1900 to 1920,
Stalin’s Russia of the Five Year Plans—these were all socieues run
by men who knew where they were going. They were caught up n
the power of compound interest and in the possibilities of trans-
formung one sector after another of the society by extending the
tricks of modern technology. By and large these were confident
periods 1n the life of societies, where there were big palpable jobs
to be done; where the results could quickly be seen; and the society,
reluctantly or otherwise, gave its industrial leaders—who were also
sometimes politictans—thetr head. The course of real wages for the
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urban and agricultural worker, and his fate in a larger sense, varied
as among these societics during the drive to maturity—({rom com-
fortable Sweden to Stalin’s forced-labour society; but generally
speaking the power of those who controlled capital and technology
was not serously opposed. The traditional society was defeated ; and
those groups and mterests who would interpose values other than
the extension of modern techniques had not formed up and made
themselves effective.

Nevertheless the path to maturity had within 1t the seeds not of
1ts undoing—for this analysis 1s neither Hegelian, nor Marxist—but
the seeds of its own modificatron.

Specifically, three things happened as maturity moved towards 1ts
close.

First, the working force changed. It changed in its composition,
1ts real wage, 1ts outlook, and in 1ts skills. Before take-off perhaps
75% of the working force 1s tn agriculture, living on a low, if not
merely survival, real wage: by the end of take-off the figure may
drop to 409, and by maturity, 1t has in many cases fallen ta 209,
But maturity means not only that the urban population grows, but
that the number of office and semi-skilled workers ncreases, and
the number of highly trained technicians and professionals as well.
This 1s not merely—or even necessarily—a shifr from unskilled ro
skilled Iabour. Sometimes the contrary 1s the case. It 1s a shifr
to those who design or handle complex machines, keep office records
and manage big bureaucracies, rather than fay railway tracks or
puddle steel, or handle rather crudely masses of unskilled iabour.
These people are not fresh i from the countryside, They are the
increasingly literate and knowledgeable children of the city and
the wotld of technology. Moreover the real wages of workers are
not only likely to be rising but the workers are also likely to perceive
that, if they organize and make their presence felt 1 the society,
they can probably achieve even higher wages and greater security
of employment and welfare,

In short, the process of .moving.to..maturlty‘,‘__l?}ys the basis for
the kind of political and social pressures that led to that long succes-
ston of humane modifications starting with the factory legislation
of the 1840 in Britamn down through Bismarck’s concessions, Lloyd
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George’s reforms, the American Progressive era; and, if you like,
to the concessions made to the Russian consumer, technician, and
bureaucrat since 1953.

Second, the character of the leadership changes; from the buc-
caneering cotton-, railway-, steel= and oil-baton to the effictent
professional manager of a highly bureaucratized and differentiated
machine.®

Third, related to_but-transcending the first two changes, the
soctety as a whole becomes Mﬁﬁﬂusr
trialization. Just as Soviet society has protested against the 1mposi-
tion upon 1t of endless novels 1n which a man’s love for his tractor
or machine-tool 1s the central theme, so in many subtle ways the
Western world articulated, late i the nmeteenth century, its second
thoughts about industrialization as a unique and overriding objec-
tive: via the Fabians and the muck-rakers, the Continental social
democrats, Ibsen and Shaw and Dreiser and, mndeed, via Mill and
Marshall. 1t is here, too, as a protestant agamst the human costs
of the drive to maturity, that Marx fits as well, as we shall see in
chapter 10,

These changes in the real incomey-structure, amhitions, and-out-
look of the socrety, as maturity comes to be achieved, pose a searching
problem of balance and choice around the question: how shall this
mature industrial machine, with compound interest built into it,
be used? To offer increased security, welfare and perhaps leisure
for the citizens as a whole? To offer enlarged real incomes, inctuding
the manufactured gadgets of consumption, to those who can earn
them? T'o assert the stature of the new mature society on the world
scene? For, as we shall see 1n chapter 8, maturity 1s a dangerous tfime
as well as one which offers new, promising choices.

* Few exercises are likely to be more fruitful for the understanding of modern eco-
nomic history than a comparison of the first three generations of leadership m growing
CConoONNCs; Lthe relatively modest, ereative fellows who get the growth started; the hard-
handed task-masters who, perceiving the scaie of possibilities, drive the soctety to matarnty,
if necessary despite itself; and the comfortable, cautious commzttee-men who mherit and
manage the economy as a profession while the society seeks objectives which mnciude
but transcend the application of modern technology to 1ts resources.
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CHAPTER 6

THE AGE OF
HIGH MASS-CONSUMPTION

THE THREE-WAY CHOICE

Chapter 5 argues that, as technical maturity was approached, men
began to take for granted what they were born to, mn this case
a well advanced wdustrial soctety; and therr munds turned in-
creasingly to reconsider the ends to which the mature economy
might be put.

In a quite technical sense, the balance of attention of the society,
as it approached and went beyond matunity, shifted from supply
to demand, from problems of production to problems of consump-
tion, and of welfare in the widest sense.

In this post-maturity stage there have been L theee major objectives
which, to some degree, have competed for _t;g:'ggu‘l_j_gﬂei_gﬁ:qip_qlitical
support, thiee directions in which welfare, in this wide sense, might

First, the national pursutt-of-external_power and influence, that
15, the allocation of mcreased resources to military and foreign
policy. It has been a quite consistent feature of modern history for
some groups to look out beyond their borders for new worlds to
conquer, as thewr societies approached technical maturity. And
some cases, by one route or another, they gained effective political
control over nationai policy.

A second direction for the use of the : resources of a mature economy
we can call the welfare state; that 1s, the use of the powers of the
State, inctuding the power toredistribute income through progressive
taxation, to achieve human and socrai objectives (inciuding increased
leisure) which the free-market process, 1n its less adulterated form,
did not achieve. During the take-off and in the drive to maturity,
those elements in what Lionel Robbins calls the individualist-
utilitarian creed which did not lead to a maximization of output were,
relatively, suppressed, the degree of their suppression varying from
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society to society. As maturity approached, these more humane
objectives asserted themselves with increased force. Men were pre-
pared, 1n a sense, to take risks with the level of output—and the
Incentives m the private sector —n order to cushion the hardships
of the trade-cycle; i order to increase social securtty; in order to
redistribute income; in order to shorten the working day; and,
generaily, to soften the harshness of a society hitherto geared pri-
marily to maxinuzing industrial output and the spread of modern
technoiogy.

The third possible direction opened up by the achievement of
maturity was the expan31onojico?isum-ptwnicy.els_bsyond_baslcfood,

shelter, and ciothing, not only to better food, shelter, and clothing
but mto the range of mass consumption of -durable -consumers’
goods and services, which the mature economies of the twentieth
century can provide.

Each soctety which has created for itself the possibility and neces-
sity of making a choice among these objectives—by attaining techno-
logical maturity—has struck a different balance, unique i degree,
at least. The uniqueness of the balance was determined in each case
by geography, the old culture, resources, values, and the political
leadership which dominated it at various intervals beyond maturity,
A good deal of American and Western European history since
about 19oo, Japanese history since the 1930’s, and even Russian
history since Stalin’s death, can be told 1 terms of the problem
of choice posed by the attainment of maturity and in terms of the
different balances struck among these three objectives, at different
times.

Since the United States was the first of the world’s societies to
move sharply from maturity into the age of high mass-consumption
we shall begin by tracing briefly and schematically how the balance
among these alternatives was struck, in the sequence of American
history over the past half-century. We shall examine this sequence
in four phases: the progressive period, the 19207, the great depres-
ston. of the 1930s, and the post-war boom of 1946-36.
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THE AMERICAN CASE

Phase One: The Progressrve Perwod, 190116
First, a few words about the progressive peniod; that is, the period
from, roughly, the accession of Theodore Roosevelt m 1901 to the
engulfment of Woodrow Wilson's admimstration 1n the problems
of the First World War. _
Although McKinley had easily won the election of 1900, with a
stance that looked backward to the sequence of Republican admini-
strations which had dominated the drive to matunty after the Civil
War, American life in a wider sense had been acrively preparing
itself for a shift in the balance of its objectives; and this was revealed
by the popularity of Theodore Roosevelt’s styie and rhetoric, as well
as by the clear-cut bipartisan defeat of Taft, and all he then appeared
to represent, 1 the election of 1912,
/" The progressive objectives had, then, fifteen vears of relative

< dominance over domestic policy; and they left their mark, By 1916

the United States had accepted the most revolutionary of all forms
{ of economic policy, the progressive income-tax; it had created a
i climate m which big business curbed itself or was, to a degree,
\curbed; the unions were given explicitly the nght to orgamze,
{ outside the Ant1-Trust Act; a Federal Reserve System was created,
| m part to permit a degree of public control to be exercised over the
\trade cycle. In some of the states even more powerful measures of
;social control were introduced. But the progressive period was more
ia matter of mood and the direction of policy than of drastic re-
\éﬂgcation of resources.

In these years Americans made another significant decision about
the direction of national affairs. In the 1890’s a widespread mood
was generanng that the United States had, 1n some sense, become a
mature world power, and that 1t was time for it to play a major role
on the world scene; to move out from behind the protective bartrier
represented by the Monroe Doctrine and the mmplicit deal with
the British, in which the British navy shielded the United States
from the vicissitudes of the Lurasian balance-of-power game. And
Theodore Roosevelt, architect of the sexzure of the Philippines and
hero of the Spanish-American War, pressed forward this sense of
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emergence and, to a degree, of assertion on the world scene in his
two admimistrations.

But the so-called ‘large view* symbolized by Theodore Roosevelt
failed to take hold. The Philippines were kept; but Americans, having
been tempted, and fallen a bit from what they conceived to be
1solationist grace, 1n the end turned their backs on the acquisition
of empire. In forexgn policy they opted for a version of the British
Liberal rather than the British Conservative tradition, 1n the pro-
gressive period-~quite explicitly so in the figure of Wilson.

American resources, then, did not flow m significantiy 1ncreased
volume eithet to social services or to military outlays; although the
progressive legislation, the Great White Fleet, and the increased
role of government 1n Amcrican society were facts
pOSt-maturity.. altcrnatxve—mto new dimensions of consumption:
a trend damped by the rise in urban. living costs. down to 1920, but
palpable in the next major phase, that 1s, 1n the boom of the 1920°s.

Phase Two: The 1g20s

The American 1920s are generally now studied as a period of tragic
1solarton; as the prelude to severe depression: or as a bizarre social
era of bath-tub gin, jazz, mah jong, glamorous athletes, distinguished
novelists, and the Charleston.

But that decade 15 also to be understood as the first protracted
period in which a society absorbed the fruits and consequences of
the age of durable-consumers’ goods and_services.

Let us exammine now a few figures which suggest the character of
the change proceeding in Amencan society, and in its economy,
over this era of high mass-consumption of which the 1920’ is the
centre-piece.

First, there was the rise of a new middle class. Between 19oo and
1040 the number of farmers 1n the United States declined. Those
in manufacture, construction, and transport—including skilled wor-
kers—rose about in proportion to the total rise in the working force,
But semu-skilled workers increased more than twice as rapidly as
the working force as a whole; professional people and office workers
three times as rapidly as the working force as a whole. The era of the
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professional technician, and of the skilled and semu-skilled worker
had come; and this trend m the structure of the working force has
proved virtually umversal to all post-maturity societies.

Now where did rthis population, orented increasingly towards
the provision and enjoyment of consumers’ goods and services, live?
The answer 1s that the population was not only mncreasingly
urban, but increasingly suburban. In the 1920°s the American
population as a whole ncreased by 169, Those living 1n the centres
of cities increased by 22%,. But those living in the satellite areas—
the suburbs—increased by 44 %,

What then happened to manufacturing cutput? Fabricant has
arrayed the mcreases i physical output 1n the United States between
1899 and 1937 by order of imcrease. Automobiles lead the list
with an mcrease of 180,100%,, cigarettes, petroleum, milk, beet-
sugar are all over 1000%,; cement, canned fruits and vegetables are
only a little under 10009, *

What does all this add up to? The United States took to wheels,
This was quite truly the age of the mass automobile. With the auto-
mobile the United States began a vast inner migration. 1ato newly
constructed, single-family houses 1n the suburbs; and these new
houses were filled mcreasingly with radios, refrigerators, and the
other houschold gadgetry of a society whose soctal mobility and
productivity had all but wiped out personal service. Within these
houses Americans shifted therr food consumption to higher-grade
foods, ncreasingly purchased in cans—or, later, frozen.

Automobiles, single-family houses, roads, household durables,
mass markets i higher-grade foods—these tell a good deal of the
story of the transformation of Amertcan society in the 19207, a trans-
formation which supported the boom of the 1920’s and which altered
the whole style of a continent’s life, down to its courting habirs,

Phase Three: The Grear Depression

Then came, of course, a decade’s severe and protracted depression.
We shall not consider at length here the causes of the onset of
depression or the reasons for its extraordinary depth, except to

¥ 8. Fabricant, The Ouniput of Manufactursng Industries, 1899-1937 (New York, 1G40),
p. Bo.
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say this much: 1n its onset, the depression of 1929 was a perfectly
normal cyclical down-turn; the leading sectors of the boom were
wearing 2 little thin, notably in housmng, stmujated by the housing
back-log built up during the First World War, but weakened by
the deceleration 1n population growth and family formation, The
depression went abnormally deep because the institutions of credit,
at home and abread, broke down, like a series of collapsing floors,
grinding the cycle at each stage of collapse to a iower point, through
1ts effects on meome, confidence, and expectations.

The length of the depression in the United States—as opposed
to 1ts depth—deserves rather more comment; for 1t relates directly
to the stage of growth, to the era of high mass-consumption, into
which the United States had entered.

Although many ancillary forces undoubtedly played a part, the
central reason for the mtractability of the American depression,
which still left 17%, unemployed on the eve of the Second World
War, was that the leading sectors of this phase of American growth
required full employment and an atmosphere of confidence before
they could become activated agam.

What were those leading sectors in the American age of high
consumption? They were, once again, the automobile, suburban
home-building, road-building, and the progressive extension of the
automobile and other durable consumers’ goods to more and more
families, When, m earlier historical stages, the momentum of growth
hinged on the continued extenston of railroads, or on the introduc-
tion of other cost-reducing industrial processes—on the side of
supply—mvestment could be judged profitable at relatively low
levels of current consumers’ demand. But when investment comes
to be centred around industries and services based on expanding
consumption, full employment is needed, m a sense, to sustain full
employment; for unless consumption levels press outward, capacity
In consumers’ goods mdustries and those supplying them with
mputs will be under-used, and the impulise to mvest will be weak,
The horizons of American industry lowered radically 1n the 1930s,
and appeared almost to stabilize at a low level.

When, 1n the nineteenth century, steel went mainly mto railways
or the new steel ships, the demand for steel was a reflex of what
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some economists like to call exogenous myestment; in the age of
high consumption, when the demand for steel 1s, let us say, from
the automobile firms and canming industries, the demand for steel
becomes a reflex of endogenous mvestment—of the rise of incomes,
of the accelerator, one may say.

On this view the Second World War was a sort of dews ex maching
which brought the United States -back.up.to full employment: and
1 the context of the post-war world—its mstitutional arrangements
drastically altered by the New Deal and such legislation as that put
through for veterans’ housing—the United States went on to round
out the durable consumers’ goods revolution in a decade of chronic
full employment berween, say, 1946 and 1936,

During the depression, American society did more, of course,
than merely. expenence a depression. When the engine of growth
based on the automobile, suburbia, and. durable (__:onsumé'rus""goods
broke down, the United States threw its weight hard towards a
post-maturity alternative, that 1s, to mcreased allocations for social
welfare purposes. And the contours of the welfare state were
rounded out under Franklin Roosevelt to remain an accepted part
of the American scene, down to the present.

Phase Four: The Post-War Boom

The fourth phase—the great post-war boom of 1940-—56—can be
regarded as a resumption of the boom of the 1920’s. The march
to the outer suburbs continued after a marked deceleration in the
1930’s. In 1948 54%, of American families owned their own cars:
a decade later, 73%. In 1946, 69% of houses wired for electricity
had electrie refrigerators; a decade later the figure was 96%; and
the figures for other electric gadgets—for example, the vacuum
cleaner and electric washer—are similar, Television was installed
m 869%, of such homes by 1956,

And although the deep-freeze and air conditioning are just begin-
ning to take hold in American households it 1s clear that American
growth can no longer continue to be based su heavily on the exten-
sion to a higher and higher proportion of the community of the
suburban house, the automobile, and the standard mux of electric—
powered gadgets. In some items output began to fall off absolutely
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before the recent recession when the automobile industry, serzed of
Aybris in its recent models, over-reached itself and was suddenly
forced to iearn that all sectoral growth curves are subject to long-run
deceleration. *

Phase Froe: Where next?

What then does the future hold? Are Americans, having fashioned
this suburban, mobile civilization going to settle down to tidy it
up a litle, and enjoy the benefits of affluence? Is 1t the four-day
work week and the three-day weekend which 1s coming soon? Some
think it 1s; and it1s still oo soon dogmatically to deny their judgment.

But 1t 15 clear that something new and impottant did happen in
American society as the age of durable consumers’ goods moved
towards its logical conclusion; and this process agan follows the
Buddenbrooks’ dynamics. As the durable consumers’ goods revolu-
tion was moving to a point where the rate of diffusion had to siow
down, American society made a most extraordinary and unexpected
decision. Americans began to behave as if they preferred the extra
baby to the extra umt of consumption.

During the war years the birth-rate rose from 18 per 1000 to
about 22. This was judged at the tme—and to a large degree it
certainly was—a phenomenon of resumed full employment and
early wartime marriages. In the post-war vears, however, the jevel
of births moved up and stayed at about 25 per 1000, yielding a rise
in the populatron, as well as changes 1n the age-structure of the
population and in the rate of family formation, of major economic
significance. An official forecast of American population made n
1946 estimated that the American population would reach 165 mil-
lion in 19go; that figure was, 1n fact, passed within a decade, At the
moment American population 15 increasing at a rate of more than
5% per annum, and 15 predicted to be some 240 million by rg8c,

* This transition poscs, wcidentally, an mteresting problem for the United States;
for 1t oceurs at just the time when Western Europe, Japan, and—some distance behind-—
Russta, are entering a rapid growth stage in durable consumers’ goods. Some mmportant
part of the American export advantage n recent times has been based on 1ts plonecting
status in these light-engineering commoditics. Now they are being mass-produced effi-
ciently in many countrics, where lower wage-rates prevail. Is Detrort repeating a verston

of what British manufacturers of cotton goods and rail iron went through m the more
distant past
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This reimposition of Malthusianism 1n American society, mn all
s consequences, combined with other circumstances—notably
the cumulative defieir in social overhead capital and the cost
of the arms race, if it should continue—are likely to make the
next decade m American history one of vigorous expansion of
output, touched at the level of private consumption by a degree of
austerity.

To make this notion of strain on private consumption more
concrete consider an estimate of the ‘dependency ratio’ recently
calculated in a study of American population by Conrad and Irene
Taeuber.* That ratio measures the relation between the working
population and those outside the working-force age limmts—in the
United States those under 2o and over 65. It 1s calculated in the
form of the number of dependent persons 1oo members of the
working force must support. Historically that ratio has been falling;
that 15, each member of the working force has had to support fewer
and fewer persons outside. In 19151t was 84; 11 1935, as low as 74;
but by 1955 1t had risen back to 81; and on the basis of present
population structure and birth-rates it will be of the order of g8
m 1975.

In short, by 1its own choice, American society as of 1959 is not
quzte as affluent as 1t looks. It 1s too soon for a four-day week and
for tolerance of substantial levels of unemployment, if only the
unemployment benefits are large enough—as Professor Galbraith
has counselled. A society like the Umited States, structurally com-
mitted to a high-consumption way of life; commutted also to main-
tamn the decencies-that go with adquate social overhead capital;

those-dependent..

committed by 1ts own.interests.and theinte
upon it or allied to it to deal with a treacherous and extremely
expensive-world enyironment; commtted additionally, out of its
own 1nternal dynamics, to a rapidly enlarging population and to
a working force which must support more old and more young. ..
such a society must use 1ts resources fully, productively, and wisely.
The problem of chowce and allocatton—the problem of scarcity—
has not yet been lifted from it.

* C. Taeuver and 1. B. Taeuber, The Changmg Population of the United States (New
York, 1958), p. 325.
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POST-MATURITY ELSEWHERE
The question now arises: why did not Western Europe, which had
also attained maturity by the First World War, join the United States
In the age of high fmass-consumption in the 1920’s? Or, put another
way, what has been the sequence of choices made by Western Europe
1M 1ts post-maturty phase, among the post-maturity alternatives?

Pre-igry4

Before rg14, as the pressures to balance out and soften the harsh-

ness of an industriaj soclely mounted, the societies of Western
Europe moved more sharply towards the welfare state than the
United States. This was probably because they were Jess agrarian in
their political balance; but there were other elements as well, notably
the greater weightof Socralist doctrines and ideals wi thintheindustrial
working force and among intellectual leaders. The government was
called upon to provide g higher proportion of total consumption than
mn the United States; and as the recent comparisons between the
O.E.E.C. countries and the United States, directed by Milton Gilbert,
indicate, Western Europe has continued down to 1955 to look to the
State fora higher proportion of consumption (excluding defence) than
the Umted States.* The rise of urban consumption in Western
Europe was also, as in the Umited States, under severe restramt 1n
the pre-1914 decade, due to the rise 1n the cost of living.t And, to a
degree, such movements as Lloyd George’s Liberal Reform are to be
understood partially as a turning to politics to redress with ballots the
unfair allocations of the market-place, much as the New Deai was the
response of a soctety frustrated by severe and chronic unempioyment.

The 1920°s

What can we say about the 1920’s 1 Western Europe?

In the immediate post-war years Western Europe faced, of course,
more severe problems of reconstruction and more difficalt problems
of re~adjustment than the United States. Western Europe did not

* Milton Gilbert o al., Comparative National Products and Price Levels (O.EE.C,
Paris, 1958), especially Tabie 28, p. 8a.

1 See, notably, A. R. Prest, Consumers’ Expenditure the United Kingdom, rgoo-
1918 (Camoridge, 1934), pPp. 5-10,
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proceed straight away into the age of durable consumers’ goods as
i States. o 7
dl?{tel:‘z :i?:(c)iry of the European national economies t}ilffers a good
deal. What we can say 1n general 15 that 1n the 1920’s there were
for most of Europe only about four yvears of relatively_normal ; p;{'of-
_perity, 1925=g;-and these only brought Western Hurope b:;(\:/ hﬂ(é
something like—or slightly above—1g13 levels of output. Hhile
American growth carried forward, lifted by the ‘new phase (? su
urban housing, the automobile, and consumers’ durables, Europe
relatively fell behind in the 192073.7 If thepresent :_malysm 1S co;ricz
the reason was that European societies, i the widest sense, faile
to move on to what 1s logically—in terms of the apparent income-
elastlcmeg“of—demand.oﬁaﬁf“rgq > cconomy-—the normal stage-of-growth
bevond. maturiey.

The 19307s _ . 7 7

The story of the 1g30’s tends to confirm this h.ypothesw, to a de~
gree, Leaving rearmamentaside, it was housingand some acceleration
10 the automobile and durable consumers’ sectors t_'hat helped crea;}e a
degree of Western European prosperity in the 1930’s. Or, put an(:t :;
way, when the policies of European governments began to create ;
environment of greater pr()_sperlty1ILIE%_O_JE,AHI}Qle__(;:g!as?!(i}t}_ﬂ? 0
demand expressed. themiselves mn a disproportionate rise.n demand
f&?&ﬁf“ib’i’émc‘b”ﬁmsum ers’ goods and services—including housing.

Coﬁsi‘aé'ﬂmf'()i”émm()mcnt, the relative production of motor vehicies,
private and commercial, as they moved betw'een 1929 gnd 1938 m
1W estern Europe and the United States. Svcnmlson calculates that the
four major European nations producted in 1929 702,000 prwate?la_nd
commercial vehicles, whereas the United States produced 5-4 million
1n that vear. After a decade of protracted d_enressnon 1n the United
States and a considerably greater degree of FEuropean recr'Jv‘ery,‘ tthe
ﬁgures for 1938 were quite different. For Europe 1-1 :vmllllgn, or
the Umted States, 2-5 million. The gap was narrowed from a
European figure 13%, of the American 1n 1929 toa Europea? ﬁgure
44 % ot the American on the eve of the Second World War,

* Ingvar Svennilsen, Growts and Stagnaiion in the Eurepean Economy (UN., E.CLE.,
Geneva, 1954), pp. 144-52.
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Diffusion of the privae automobile
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Figs. 1, 2 and 3 suggest over a-longer pertod the relative-diffusion
.of the private automobile in the post-maturity. societies.

A number of technical and geographic factors bear on Europe’s
relatively slower.shift to-the road: the vast capital needed for road-
butlding; the monopolistic-power-of the railways and. the govern-
ments behind them: the earlier start of the Umted States in the

“concept of the mass-produced car for a mass market; the greater
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distances 1 the United States and the greater availability of cheap
suburban land for housing deveiopment. In the end it must be
added, however, that American society, with its egalitarian bias,
its traditional high wages and high workers’ living standards, took

Diffusion of tie private autorobiic
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more easily to the concept of high consumption on a mass basis
than did the more hierarchical societies of Europe. It has taken the
European worker a little while to accept the notion that the gadgets
of the machine age, travel, and the other services 2 mature economy
can afford are really for him and his family. And this fact helps,
in part, to account for the relative stagnation of the European
cconomy during the inter-war years,
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But, of course, another factor also helped determme the outcome.
The great depression after 1929 broke the hold.of a.generation of
political lea?“mﬂnm) mature society, whose outlook had
been dominated by a desire to re-create a kind of pre-1914 normalcy.
In the United States the depression led to an opposition coming
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to power which installed an American. wersion of the welfare state.
In Britasii it 180 te-a National and then to a Conservative Govern-
ment that built prosperitv of a sort on housing, devaluation, ‘and
Empire Preference; i France it Jed to a Popular Front Government.
But m Germany and Japan, the breqk—down—economlc dlplo-
matic, military and psychological—of the system implicit 1n the
Versailles settlement led to regumes which opted for a quite different
use of the potentialities of mature economues: military expansion,
And once Hitler and the Japanese militarists were in power, the
competitive arena of power imposed a quite different set of impera-
tives on all other societies. In the short run rearmament became
a factor m the European recovery of the 19307, diverting resources
from the expansion of mass consumption; and in the not-so-long-run
there was 4 major war.

Post-roq5

Iu the post-war years, an interval of reconstruction followcd But
consumers’ goods 2 As the Umted States was pushing
the era of high consumption to a kind of logical conclusion, and
beginning to alter its contours by opting for larger families, Western
Europe and Japan began to diffuse to their populations, 1n different
degree, the kinds of goods and services which a mature 1ndustrial
system can supply. Between 1950 and 1955 the gap between
American and Western European proportionate outlays m con-
sumers’ durables began to narrow; and the Gilbert study shows that
mn the post-war years the differences i outlay on consumption
between the Umited States and Western Europe, and as among the
Western European countries, can be almost whelly explained
terms of relative incomes and relative prices. The area to be explamed
by what economusts call *differences in taste” becomes remarkably
Narrow.

All the post-war mature societies of the West and Japan are
behaving in a remarkably* American * manner, except the Americans,
with therr curious new obsession with family life, privacy, do-it-
yourself, getting away on trailers and m motor boats, writing
impiously about the Organization Man.
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The level of real income and consumption per head in Japan s,
of course, lower than 1n most Western Furopean countries, Never-
theless, the remarkable post-war rise 1n tertiary industry, and the
evidences of a diffusion of consumers’ goods and services on a new
scale, even to the peasantry, suggest that, with appropriate modifica-
tions, the Japanese are also experiencing a typical post-maturity
surge of growth based m good part on expanding levels of mass
consumption.* Western Europe and Japan have then—in their own
ways—entered whole-heartedly into the American 1920’s: without,
however, the peculiarly American aberration of Prohibition,

It 15 important to be clear that for Western Europe this shift
of leading sectors to the areas of high mass-consumption 1s not a
strictly post-war development, The Great West Road, the rise of
Coventry, and the Morris works at Oxford are earlier phenomena;
and the Volkswagen—as a conception—is a product of Hitler's
Germany, and of pressures for a kind of consumption to which the
German government of the late 1930’s feli the need to respond,
even if only by gesture. But 1t is only in the post-war years that
the obstacles—technical, political, and sociologicai—were cleared
away. There 1s no doubt that the momentum of the post-war
economies of Western Europe 1s to be explamned substannally by
a widespread boom in consumers’ goods and services: the acceptance
and absorption of the age of high mass-consumption,

THE TERMS OF TRADE AFTER TWO WARS

But there 15 still a problem to be explamned. In considering the
United States in the 1g30’s you will recall the emphasis on the role
of full employment as an mitial force—almost a prior necessary
condition—for getting the engime—of diffusion under way. The
dictum was, roughly, that for high consumption to serve as a leading
sector, one had to attain full employment, so that pressure to expand
investment 1n the consumption sectors would be felt.

Here one must explain how 1t came about that the societies of
Western Europe had such difficulty attaining fullemployment after the
First World War and why 1t was, relatively, so easy after the Second.

* Sec, notably, K. Ohkawa, The Growthr Rate of the Japanese Economy smce 1878,
PP 23143
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With all due respect to the Keynestan Revolution, the sea-
change m democratic politics with respect to full employment is
not a sufficient explanation; for while the politicians would have
been exorably pressed to create conditions of full employment,
if unemployment had proved to be the major post-1945 problem—
that was not thewr situatton down to 1956. Therr dilemma has
centred on nflation and on balance-of-payments difficulties. Their
central problem has been how to mobilize sufficient resources for
other essential purposes—military and foreign policy, exports and
mvestment—in the face of a powerful drive to extend the area and
scale of mass consumption.

In good part the reason for the cutcome lies n a radical difference
between the world after 1920 and that after 1945. In 1920 the prices
of food-stuffs and raw materials broke sharply with respect to indus-
trial products, making for extremely favourable terms of trade for
the urban areas of the world, but weakemng the rural demand for
manufactured products. Thus the export markets of Europe suf-
fered.* In Britain, and to a lesser degree elsewhere, the advantages
of favourable terms of trade were largely dissipated in the mter-war
years in the form of chronic unemployment in the export sectors and
in those industries dependent upon them, such as coal. For a decade
after the Second World War the situation was exactly reversed.
The cities—and such pations as Britain—were hard-pressed by
unfavourable terms of trade; but the demand for exports was high,
full employment relatively easy to obtamn. And if one adds to cironic
full employment such structural changes as the stimuius of the
Second World War to the light-engineering mdustries—which could
be converted efficiently to many lines of consumers’ durables and
capital goods; the wartime determination of European populations
to assert themselves politically and socially; the demonstration
effect of American G.1.’s smoking cigars and distributing the largess
of the P.X’s to the local girls; you have rthe basis for the new era in
Western European and Japanese economic, social, and political
history, which we can now observe.

* Britam, and other large exporters to food-stuff- and raw material-producing areas,
have experienced a mild version of the terms of trade dilemiii 58-g, In the con-
temporary, world, however, the pressurcs to mamntain the mcomes of importers of
manufactured goods-—via capital exports—arc vastly more powerful than in the 1920°S.
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BEYOND HIGH MASS-CONSUMPTION

Now, let us stand back a bit, and seek a wider perspective.

The argument of this book has been that, once man conceived
of his physical environment as subject to knowable consistent laws,
he began to mampulate 1t 1o his economic advantage; and once
1t was demonstrated that growth was possible, the consequences of
growth and modernization, notably 1ts military consequences, un-
hinged one traditional society after another, pushed it into the
treacherous pertod of preconditions, from which many, but not all
the world’s societics have now emerged into self-sustained growth
through the take-off mechanism described in chapter 4.

This revolutionary state of affairs did not decree a single
pattern of evolution to which each society has conformed: but
it did, at each stage, pose a similar set of choices for each soclety,
framed by the problems and possibilitics of the growth process
itself.

In successtve chapters we have [ooked at the problems, possibili-
ties, and chorces of the preconditions pertod, of the take-off, of
maturtty, and of the era of high mass-consumption.

The era of high mass-consumption has by no means come to an
end, even 1n the Umited States; and it is still gathering momentum
in many parts of Western Europe and in Japan as well. We can be
sure that there will be variety m the patterns of consumption that
will emerge as compound terest grinds on and the ncome-clas-
ticities of demand, in therr widest sense, reveal themselves in dif-
ferent societies. For example, there i1s no need for other societies
to invest as much as the United States i the automobile; to set
up the suburbs as far away from the centres of the cities; and to
impose on themselves the kinds of problems the United States now
faces with the reconstruction of the old city centres, the building of
new continental and metropolitan road networks, and the provision
of parking space. Indeed, there are grave geographic and physical
limtations on other nations repeating this pattern, except, perhaps,
Russia. We can be confident, however, that to the degree thar
consumer sovereignty 1s respected and real incomes increase we will
see similar—but not identical-—income-elasticities of demand and,

90

Beyond high mass-consumption

therefore, similar patterns of structural evolution in different societies
as they go through the high-consumption phase.

Now, leave aside the arms race and the tiireat of war, and con-
sider this question: what lics beyond? What will happen to societies
when mncome provides such good food for virtually all that it rmises
questions of public health by its very michness; where housing 1s of
an order that people are not tempted to exert themselves much to
improve it} where clothing is sumilarly adequate: where a Lambretta
or Volkswagen 1s within the grasp of virtuaily all—if not necessarily
a twin-tailed American monster? This stage has not vet been fully
attaned; but it has been attamed by enough of the American and
Northern European population to pose, as a serious and meaningful
problem, the nature of the next stage.

After all, the life of most human beings since the beginmng of time
has been mainly taken up with gatning food, shelter and clothing for
themseives and their families. What will happen when the Budden-
brooks’ dynamics moves another notch forward, and dimimshing
relative marginal utility sets 1n, on a mass basis, for real income itself?

Will man fall into secular spiritual stagnation, finding no worthy
outlet for the expression of his energies, talents, and instinct to reach
for immortality? Will he follow the Americans and reimpose the
strenuous life by raising the birth-rate? Will the devil make work
for idle hands? Will men learn how to conduct wars with just enough
violence to be good sport—and to accelerate capital depreciation—
without blowing up the planet? Will the exploration of outer space
offer an adequately interesting and expensive outlet for resources
and ambitions? Or will man, converted en masse nfo a suburban

version of an eighteenth-century country gentleman, find m some

mixture of the equivalent of hunting, shooting and fishing, the life
of the mind and the spirit, and the mimimum drama of carrying
forward the human race, sufficient frontiers to keep for life its
savour. (Parenthetically, we doubt that half the human race— that
1s to say, women—will recognize the reality of the problem: for
the raising of children 1n a society where personal service is virtually
gone is a quite ample human agenda, durable consumers’ goods or
no. The problem of boredom 1s a man’s problem, at least until the
children have grown up.)
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Nevertheless this 1sa real enough question. Salvador de Madariaga
has recently posed the question thus, in writing of the Scandinavian
and Anglo-Saxon democracies.®
All these countries enjoy two advantages which give them a certamn
prestige: the standard.of liwing of therr populations is relatively-high;
and therr political life 15 undisturbed by any serious wcidents. Internal
peace and prosperity are such obvious Benehts that other peoples con-
templating them mght perhaps let themselves be carrted away by envy
and admiration, to the extent of not observing certain counter-balancing
aspects of the lives of Anglo-Saxons and Scandinavians.

The most striking of these is without doubt boredom. Well governed
and well admimistered people are bored to death,

We are not prepared to accept this judgment wholly; but still
it poses the question: are poverty and civil strife a necessary condi-
tion for a lively human existence?

We shall return to this theme 1 the final chapter, 1n comparing
Marx’s nirvana of Communism with our own view of the long-run
implications of compoungd mterest. But we need not brood exces-

sively over this matter, For the moment—for this generation and -

probably the next—there 15 a quite substantial pair of lions 1n the
path. First, the existence of modern weapons.of-mass-destraetion
which, if not tamedmap’éolve this and all other
problems of the human race, once and for all. Second, the fact
that the whole southern half of the globe plus-China 15 caught up
actively in the stage of preconditions for take-off or 1n the take-off
maturity raises this question: shall we see, 1n a little while, a new
sequence of political leaders enticed to aggression by their new-found
technical maturity; or shall we see a global reconciliation of the
human race. Between them these two problems—of the arms race
and the new aspiring nations—problems closely related in the world
of contemporary diplomacy—pose, for the technically more mature
northern socicties, a most searching agenda to which, despite the
blandishments of durable consumers’ goods and services and, even,
larger families; we had better turn our minds if we are to have the
chance to see whether secular spiritual stagnation—or boredom-—

can be conquered.
* S, de Madariaga, Democracy versus Liberty? (London, 1958), p. 17.
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CHAPTER 7
RUSSIAN AND AMERICAN GROWTH

A REMARKABLE PARALLEL
Before turnmg, m chapters 8 and 9, to the relevance of the stages-
of-jgrowth to 1ssues of war and peace, it may be useful to examine
briefly a matter of both historical and contemporary iterest: the
nature and meaning of the relative paths of growth of Russta and the
United States,

When we think journalistically of Russian economic development
anumber of images may come to mind: an image of 3 nation surging,
und_er Communism, mto 2 long-delayed status as an idustrial power
of the first order—symbolized by the Russian success in launching
the first earth-and solar satellites; an mage of a pace of industrial
g{qy{l}muniquemin«modem—expencnce, held at forced dfdlight by
a system of state controls that CONStrains. consumption, maintains.
unexampled rates of investment, and avoids lapses from fliifé}ai)loy~
ment; an image of a planned economy so different in 1ts method and
mmstitutions as to require forms of analysis different from those
applicable i the West. In short, the conventional image is of a story
apart.

There are, of course, profound special eiements in the story of
the evolution of modern Russian society and of its economy; and,
before we finish, we shall try to identify the nature of its unique-
ness. But the first point to grasp is that Russian economic develop-
ment over the past century is remarkably similar to-that- of the
_Unlted_ States, with a lag of about thirty-five years in_the level of .-
mndustrial-output-and a lag of about a_half-century in per capra
outputm.andustry. Moreover, the Russian case, linking the Czarist
and Commumst experiences, falls, like the case of the United
Statesz well within the broad framework of the stages-of-growth
analysis.

Now, first, consider Figure 4, reproduced from the work of
G.VWarren Nutter, showing industrial production per head of popu-
lation for Russia from 1880 to 1955 and for the United States from
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1870 to 1955.% Note, particularly, that Nutter’s chart converts
industrial output per head into an index, with 1913 equal to 100.
Tt shows, therefore, comparative rates of growth in output per head,
not absolute figures; and it should be read with an awareness that
the median lag 1 1953, for the thirty-seven mdustnes nvolved,
16 fifty-six years of growth: m short the whole Soviet curve Is set
below the American by an amount that does not vary greatly, 1n
terms of ume-lag.
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What emerges 15 that, between the 1880°s and the First World
War, Russia, relatively, came forward during 1ts take-off; it fell
behind, in the 1920's, when the Umited States enjoyed a boom, and
Russia reorgantzed slowly after war and revolution; 1t came forward
relatively during the first Five Year Plans of the 1930’5, when the
United States was gripped 1n a slamp; and 1n 1ts post-1945 phase
Russia agan came forward relauvely, at a tume when Russian
output was more heavily concentrated 1n industry and American

* (3. Warren Nutter, ‘ Soviet Economic Developments: Some Observations on Sovtet
Industrial Growth®, The American Econgmuc Review, Mav 1957, See aiso ‘Measuring
Production in the U.S.5.R.: Industrial Growth n the Soviet Unson’, A.E.R.,May 1958.
A similar analysis of Russian and American econonc growth, yielding similar conclu-~
sions, 1s that of Oscar Honkalchto, Some Sectoral Groweh Patterns m Russian Economie
Development, a thesis submitted for the degree of Master of Science, M.LT., Cambridge,
Mass., February 1955. It 15 evident that Nutter’s morc massive statistical investigations
are wholly mdependent of Honkalehto’s more limited proneer cfforr. See also Gregory
Grossman, “Thirtv Years of Soviet Industrizlization”, Sevtet Survey, No. 26 (October—

December 1959).
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output was shifting structurally to housing and non-manufactured
services.

Now consider the Tables, based on absoiute levels of output {5)
and output pger capata {6). Broadly speaking, the relative poéit.ion
mn terms of years of lag, remains in 1953 surprisingly what 1t wa;
m 1913. The lags are, of course, not uniform: m output they are
under twenty vears in 1ron ore, chemical fertilizers and dyes; well
over fifty vears m certain consumers’ goods: soap, for exa;npie
woollens, and beer. Butif one takes the growth seque;lce as the basis’

for comparison, rat_her than other possible critersa, Nutter 1s correct
1n his four conclusions:

Soviet tndustry seems still to be roughly three and a half decades behind
the Umited States 1n levels of output and ‘about five and a half decades
m levels of per caprta outpur....Second,. . .the development of Soviet
mdustry 1s roughly equivaient to what took place {in. the United States)
in the four decades bracketing the turn of the century—in per capsta terms
to an even earlier pertod ending. around the turn of the century. Third,
over the Soviet era as a whole, Soviet industries have generally los;
historical ground to thetr American counterparts—the lags have generall

iicreased—in terms of both total and per caprta output. . . . Fourth whilﬁ
Soviet industries have tended in recent years to gain. ground in te;‘ms of

-total output, they have continued to | r
0 lose ground In t
— g d in terms of per capita

All of this is, in a sense, a statistical way of stating that the Russan
take-off was under way by the 1890’s, whereas the American take—off
was completed by 1860. After take-off both societies suffered severe
vicissitudes: the United States 1n the Civil War and the protracted
c_lepressmn of the 1930’s, Russa m two World Wars which brought
devastation from which the United States was spared. But the
progress of industry, after take-off, was remarkably similar in the
two cases, in terms of output; and in terms of productivity per man
the 1nitial American population-resource balance advaniage was’
down to 1955, roughly mamtained. And the similarities mcludf:
the .fact that the Russmn take-off was also a railway take-off, bringing
to life new modern coal, 1ron, and heavy-engineering industries;
and these railway take-offs were also each followed oy a stage7

dominated by the spread of technology to steel fabrication, chemuicals
and electricaty.
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TABLE 5. Lag of the Sovset Union behind the Umited States in output, o TABLE 6. Lag of the Soviet Union behind the United States m
bench mark dates, 37 mdnustries o per caprta ourput, bench mark dates, 37 mdustrics
Lag Increase (+) or S Lag Increase or decrease ( —)
(nuimber of vears) decrease ( —) in lag ; (numtber of vears) 1 iag
A —_N . v .
s AR L
¥Qi3 1937 1955 191337 1937-55T9E3-55 L . 1913 1937 1955 1013~371037-551913-55
%)r_on_ ore 28 32 15 2 -2 —13 g Pri?rl-lxr(:;rx;: i?;+ gi g?, _4 :. 8
1g-iron 30 3 39 3 9 L Z o
Rl A B | e Bomomos 0o
olled steel 27 35 29 - z T i " " — - —
Primary blister copper 13 50 51 17 1 18 T Ilire‘;?“' blister copper 53 58 66 5 8 13
e g P B
inc 4 43 4 =3 3 o i
Electric power 13 21 16 8 -5 3 : El:;trlc power ;g 26 25 12 — 11
gg;l S S P : Coke 33+ 43 :’2 ’ ; ’
e 31 3 30 5 - — S — —
Crude petroleum 14 26 34 12 8 20 e g‘;‘:&:ﬂ:’i?lmm 27 34 41 7 7 14
IS\’_Tatural_gas 32 5t 52 19 ! 20 Soda asl‘ag g; ¥ i; 1(5) 1_6 Ig “‘g
oda ash 22 3r 24 9 -7 ] : . - 1
Mineral fertilizer 434+ 27 14 -6+ -13  -29+ : Z;i‘n"‘leif::if;%‘:“ ﬁ: :Z g: -3+ ~10  —X3+
Synthene dyes 2 15 12 13 -1 10 i : s F —
Caustic soda 17 25 24 8 ~ 7 i g::::m soda ;2 . g° 35 21 -5 16
Paper 44 46 54 2 3 10 : 7 71 - 4 —
Sawn wood 61 73 6z 12 ~11 T C (SZ::::I::OOG 1;4+ "’; m - 1§+ 9 -3+
Cement 19 33 32 14 —-T 13 . S " 0 3 47 9 17
Window glass 13 o * -13 — -13+ ey g;ir]l:mv Blass i‘g : "_; ;ig ~36+ 1'; -19+
Rails 42 57 54 15 -z 12 B ! 1 —
Railroad passenger cars a1 46 53 25 7 32 o %::i:g:g f‘?rﬁsintg::r‘z“rs 27 57 69 30 12 42
Railroad freight cars 33 55 fg 18 18 36 : Botter 8 k gg + 57+ 73 - _8 _8
Butter 21 18 15 17 -2 I4 S . 50 5 20 z
Vegetable oils 5 zg 22 21 3 24 _ g:ﬁ:;;iic oils ;g . :; . g,: 24 4 28
Sausages 24+ 3 3 — 2 — e " — —_
Fish catch -11 4 * 15 -4t — g:;; catch 23%2: g; I ;g s -38+ —14+
e e oE oL 2o R O
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]CBZ?}:;rettes e ?1 ?i ?: : ?; b Cigarettes o 15 19 15 4 19
Boots and shoes 23+ 44 44 — o — ; Boots and shoes 23+ 47+ b5+ — — —
Rubber footwear M+ 19 s;; _6 —19+ -14+ ’ gﬁgf}rfmﬁw ‘1{;: 23 : ggi — - —
Cotton fabrics 28 44 4 1 4 20 : — —
Silk and synthetic fabrics 23 44 23 21 -19 2 3;,2‘0;25 irlztt\::;:-ztf:b?f 34 gg 42 24 -1 8
Woollen and worsted fabrics 43+ 67+ 69 — — — Med: ed Tabrics 43+ 7+ 85+  — - —
Median 28 36 35 i - 9 S edian - - 56 10 4 33

Note: A Sovier jead is mdicated by a negative sign in the first three columns. Where Note: See Table 5.

U.S. data do not go back far cnough to give the full lag, the calculable lag 15 followed
by 2 plus sign. Dash  -) mdicates msufficient data. Asterisk (#) indicates Soviet
output exceeds LS. output up to present.

From: G. Warren Nutter

From: G. Warren Nutter
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Russian and American growth

THE MAJOR DIFFERENCES
Having established this rough but important framework of unifor-
mity of experience now let us catalogue some of the major differences
between Russia and the United States.

First, the creation of the preconditions for take-off was, 1n 1ts
non-economic dimensions, I quite different process in Russta.
Russia was deeply enmeshed 1 1ts own version of a traditional
society, with well-installed istitutions of Church and State as well
as intractable problems of land tenure, an illiterate serfdom, over-
popuiation on the land, the lack of a free-wheeling commercial

" middle class, a culture which initially placed a low premmum on

modern producnve economuc actrvity. The United States, again to
use Hartz pliFase, wis “bornfree" —with vigorous, independent
land-owning farmers, and an ample supply of enterprising men of
commerce, as well as a social and political system that took easily to
industrialization, outside the South. Thus, whereas Russia had to
overcome a traditional society, the United States had only to over-
come the high attracttons of continuing to be a supplier of food-stuffs
and raw materials—as well, if you like, as the damper of a milder
colonialism.

Second, throughout this sequence, American consumption per
head, at each stage of growth, was higher than i Russia. We have,
as 1n other cases, a high degree of unifornuty.in the timing of the
spread of technology, taking place within a considerable spread n
income and consumption per_¢apita. Basically, this 15 a matter of
population-resource balances; but the tendency was remnforced m
both Czarist and Soviet Russia by constraints imposed by the State
on the level of mass consumptlon

Third, the dnve to maturity took place in the United States,
after the-Civil War, in a setting of relative political f freedom—out51de
the South—1n a society tightiy linked to the mternational economy,
at a tune of peace, and, generally, with rising standards of consump-
tion per head. In Russia 1t occurred in the three decades after 1928,
m a virtually closed economy, against a background of war and
preparations for war, which did not slow the spread of technology,
but which did limit the rise of consumption; and it occurred with
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something over 1o million members of the working force regularly
1 forced labour down to very recent years.

Fourth, the Soviet drive to maturity took place not only with
constraints on consumption 1n general but severe restraints in two
major sectors of the economy, not fully represented in these indus-
trial production mdexes: agriculture and housmng. In housing the
Soviet Umnion lived substantally off the Czarist capital stock down
to recent years, mimmizing housing outlays, letting space per family
shrink; in agnculture 1t mnvested heavily, but within a framework of
collectivization that kept productivity pathologically low, once
Lenin’s ‘ New Econonnc Policy * was abandoned in 192g. In addition,
Russia has invested very littie mndeed 1n a modern road-system,
which has drawn so much American capital.

Thus, the equality 1n historical pace between Soviet and Amertcan
industrialization has been achieved by a radically higher proportion
of Soviet investment t the heavy and metal-working mdustries
than 1 the Umted States, imparting a major statistical advantage
to Russia 1n comparison of indexes of industrial growth. And this
difference in the pattern of investment was rewnforced by the fol-
lowing two further quite real techrucal factors emjoyed by any
late-comer: the ratio of net to gross investment during the mndus-
trialization drive was higher in Russia than in the. Untted. States; and
the poo! of unapplied technological possibilities was greater than n
the Umted States.* Both of these latter advantages are, essentally,
transient; that is, as Russia has come to maturity, it must allocate
increased relative proporttons of its resources to meet depreciation:
and, as it catches up with modern technology over the full range of
1ts resources, 1t can enjoy, like the United States and the other mature
economies, only the annual mcrement to technology, as 1t were,
rather than a Jarge unapplied back-log.

But one apparent advantage remains to the Soviet Union 1n the
statistics of the growth race, and this we had better examine a littie
farther; that 1s, the concentration of its investment 1n heavy industry
related to military potential, as opposed to the American diffusion
of investment over heavy and light industry, consumers’ goods and

* Sce, especially, Norman M. Kaplan, ‘Capital Formation and Allocation’, n
A. Bergson (ed.}), Svwet Econgmic Growth (Evanston and N.Y., 1953).
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services. It 1s essentially this difference in the pattern of the outlays
above the level of consumption which defines techmcally the major
differences between the Soviet and American economies and which
poses, in a sense, the question of whether future Soviet economic
growth 15 a danger to the Western world.

To approach this question rationally 1t 15 necessary to separate
sharply two questions: the question of military_outlays; and the
question of the Soviet rate-and_pattern of economig growth.

THE MILITARY QUESTION

First the military question. In recent years the Soviet Union has
been allocating about 20%, of GNP to military purposes. The most
recent Soviet budget figures suggest some decline n the proportion,
but not in the absolute level of allocation to military purposes.
The United States has been allocating about 10%, of GNP to mili-
tary purposes. Correcting for relative leveis of GNP and retative
prices it 15 probably true that in real terms the total Soviet military
effort is about equivalent to the American. It 15, however, quite
different in composition. Russia has plunged somewhat ahead i
medium- and long-range ballistic missiles and is 1n a stage of produc-
tion rather than research and development which uses up, aimost
certainly, a higher proportion of its budget; and Russia has main-
tained a large army. The United States has, on the other hand,
larger naval and air-force allocations.

The nature of the Sovier military threat lies, then, not in the
scale of its military outlays relative to the United States but m
whether its particular military dispositions are likely to yield one
of the two following situations: first, a lead n missiles sufficiently
great to take out Western retaliatory power at a blow, If this result
were to be achieved, it would dertve not from the scale of the Soviet
effort, but from a forchanded superior concentratton of its best
scientific talents on a new weapons system: just as the Battle of
France was lost in 1940 not because of the scale of the German
effort relative to that of France and Britain but because the blite~
krieg technique was built on mobile tank warfare backed by the
dive-bomber. The second danger 1s that Russta will find a situation
where 1t ¢an effectively counter the American air and naval strength
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with s missile threat and bring to bear its superior ground forces
in a successful limited war 1n some important area.
There 1s also a third danger, of a mixed military and diplomatic.

character; namely, that m a test of will. Moscow..will succeed in..

forcmg a Western diplomatic retreat, 1n a specific area, due to fear
that holding fast will risk major war.

It happens to be the author’s view that American military efforts
should be farger than they now are; but the danger lies not 1 the
relative scale of Soviet versus American and Western military out-
fays; nor does 1t lie 1n some generalized Soviet superiority in growth-
rate of GNP; the danger lies i the composiion of the Soviet
military effort reiative to that of its potentiai opponents, and in the
ways the Soviet leadership might contrive to bring it to bear.

This general point can be made more concrete by, an illustration.
After the first Soviet sputnik was launched there was some quite
widespread soul-searching m the United States on whether that
country was producing too few engineers and scientists. In some
quarters the argument assumed the form of a kind of numbers racket
in which charts were drawn up of the output of engineers in both
countries, with the curves omimously crossing. This approach missed
the poimnt. The pomt 1s that Russia has concentrated a much higher
proportion of its existing engineersand, espectally, 1ts first-class break-
through scientists i military affairs; and it concentrated them to a
much higher degree on the mussiles problem. Itisin allocation rather
than in number that Russia has moved forward—in mussiles, and m
military power generallv.* It has created first-class military status
from an economic base which, 1n scale and productivity, 18 some
distance behind that of the Umnited States, grossly behind that of the
United States and Western Europe combined, In this sense, 1t has
repeated what Germany and Japan did in the 1930%s. We would not,
for one moment, deprecate the meaning or the threat of this Russian
performance. But this selective and purposcful performance should
not be confused with the question of growth-rates and therr meaning.

* This argument would not, of course, imply that the size of the total pool of scientists
and engneers 15 trrelevant to a socicty's military capabilitics. For example, Russia and
the Unsted States with ther ‘large battalions’ can explore symuitaneously a number of

possibic solutions to bottleneck problems; whercas Britan and France, for example,
must gamble on a prima facie chowe among possible solutions.
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THE ECONOMIC QUESTION

That leaves us with the second question: the danger—or, better,
the meaming—of the current higher rate of increase in Soviet GNP.
Are we to quaver because mn Russia GNP moves forward now at
something just under 69,; whereas 1t has averaged only 3 or 4%, in
the post-1945 United States? Although, of course, the Western
world would lose power and influence 1n many directions if its
output should continue to stagnate, there is no cause for panic m
the light of aggregative Soviet stanistics. Why not? Will not the
curves soon cross? Will not Russia soon achieve world economsc
primacy n seme meaningful sense?

First, 1t 15 necessary to beware of linear projections. A varnety of
forces at work mn Russia, already evident m her projected figures
for expansion, are making for deceleration. The E.C.E. Survey of
Europe s 1957 {pubhished in 1958) presented, for example, the
official projected rates of growth 1n key sectors of Russian mndustry
shown in Table 7.*

TABLE 7. Rates of growth tn Russian imdustry (%)

Annual average Electric

rate of increase  Coal Qil Pig-ron  Steel power Cement
1955-60 - 86 136 100 85 135 19°5
195772 z8 04 53 53 47 86

There 1s little doubt, for example, that the absoiute figures of
Soviet steel output will approach the level of those in the United

States. As Nutter has said: ‘each son will ultimately catch up to his.

father 1n height, and brothers ¢ Qﬂdlﬁerenw fess and less
10 height as they getolder’ But retardation in growrh-rate 15 already
under way in many Soviet sectors; and while the absolute figures of
the two nattons will get closer, and, in time, the historic productivity
lags should also dimnish. . . what of it? Why should Russia not have
an dustral establishment equal to or even greater than the United

States, if its population and population-resource balances permit?
* These longer-term figures are not markedly inconsistent with the 1965 goals

presented by Khrushchevro the 215t Congress of the Soviet Communist Partyin January
1959.
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Second, if the West copes with the military and foreign-poliey~

menice represented by the ambitions and dilemmas of Russia—
along some such lines as are suggested 1 chapter g then the
compositon of Russian_output_as.of little concern to us._.

Moreover, the composition of Russian output must certainly

change. The present higher Sowet rate of increase mn GNP 15 the

certamn sectors. If steel is not to be used for military purposes, what
will 1t be used for? An enormous heavy ndustry, growing at high
rates, 1s not a goal in 1tself; nor 1s 1t an intrinsic mternational advan-
tage. This 15 gradually bemg reflected 1 Soviet allocations: in
agriculture, for example, where the pressure to increase the supply
of higher grade food is 2 major domestic goal; to a degree m housing;
to a degree m other forms of consumers’ goods—for example,
television, Slowly, ever so slowly, the creep of washing machines, re-
frigerators, motor-cycles, bicycles, and even automobiles has begun—
and the first Russian satellite town 1s under construction.* As these
pressures grow, and the structurc of the Soviet economy moves
closer o that of the high-consumption economies of the West, we
can expect the growth-rates to become more alike, as well. But the
fundamental pomt 1s this: we should Tot B taken o byt fallacy

_of musplaced congreteness. An economy 1s an mstrument for a larger

purpose. When that economy 1s turned to purposes which endanger
us—as m the Soviet pattern and scale of military outlays—swe must
respend by making aggression steadily unattractive. Otherwise, the
test of our own economies—and of the non-Commumst world as
a whole—lies not 1n the Soviet economic performance, but 1 our
ability to fulfil the ambitions of our own peoples.

THE LOCUS OF THE CHALLENGE
Here 1s the rub and the challenge. Commenting on Nutter’s exposi-
tion late in 1957 Hans Heymann, Jr, said: .the reduction 1n
Scviet growth that 1s likely to have occurred would hardly appear
to be a cause of jubilation on our part, particularly when viewed
against the background of the trend m U.S. manufacturing output,

¥ See, notably, Economic Survey of Europe in 1957 (E.C.E., Geneva, 1958), chapter 1,
PP. I4 and 22.
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which has grown not at all over the last two years.”* If American
and Western output stagnates, we shall not be able te mount
adequate programmes of military defence or of assistance to under-
developed areas; and we shall not be able to meet the pressures for
increased private consumphon and social overhead capital arising
from our enlarging populations. It 1s evident, for example, that
democratic societies must learn to solve the problem of inflation by
means other than constraimt on the level of employment and output.
While the American and Western European rates of growth, mn
themseives, are not the key question, it is only against the back-
ground of adequate rates of increase 1 both output and productivity
that the democratic process is likely to yield a composition of
output which will both protect our societies and maintain their inner
quality.

The lesson of all this 15, then, that there 15 nothing mysterious
about the evolution of modern Russia. It 18 2 great nation, well
endowed by nature and history to create a modern economy and

~a-modern soctety, In the course of its take-off it was struck by

a major war, in which the precarious and changing balance between
traditional and democratic political elements collapsed in the face
of defeat and disorder; and a particular form of modern societal
orgamzation took over control of a revolutionary situation 1t did
not create. Its domestic imperatives and external ambitions have
produced a version of the common growth experience, abnormally
centred 1 heavy industry and military potential. Its political
leadership 1s now trying to exploit the margins of resources opened
up by arrival at maturity to seek a radical expansion of Soviet power
on the world scene, by damping the rate of expansion of consump-
tton, But neither in scale, nor m allocation, nor 1 momentum
do Russian dispositions present a menace beyond American and
Western resources to deal with; nor, peering farther ahead, are
there reasons to believe the Russian experience will transcend
familiar limits.

The problem posed by contemporary Russia lies not in the unique-
ness.of its.story of modermzation, but i whether the United States
and the West can mobilize their ample resources to do the jobs that

* American Economic Review, Papers and Proceedings, May 1958, p. 424.
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must be done—resources of spint, intellect, will and msight. quite
as much as steel and electronic_gadgets; and jobs which extend
not only to missile arsenals and the further diffusion of welfare
at home, but to the Indian second and third Five Year-Plans
and the far reaches of Asia, the Middle Fast, Africa, and Latin
America.

The problem lies not in the mysterious Fast, but m the m-
scrutable West.
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CHAPTER §

RELATIVE STAGES-OF-GROWTH
AND AGGRESSION*

WAR IN MODERN HISTORY

In this chapter we turn to the problem of war. Indeed, 1t cannot
be evaded m a system of thought designed to make some kind of
order of the transition from traditional to modern socleties, For
the progression we have considered thus far—from traditional
societies to societies of high mass-consumption-—has, as a matter
of simpie historical fact, been shot through with violence organized
on a national basis. Men and the societies they have constructed
have not climbed smoothly up the stages-of-growth, once the world
of modern science was understood and began to be applied. They
did not create, unfold and diffuse the lavers of technology and let
consumers’ sovereignty and s mcome- and price-elasticities of
demand determine the contours of growth. War has drawn resources,
shattered or altered societies, and changed the options open to men
and to the societies of which they were a part.

Quute aside from the brute historical fact of armed conflict there

are three quite particular reasons why this book must deal with
the problem of war.

First, the theory of the preconditions period-—of the undoing of
the traditional society and its supplantng with one form or another
of modefn soctety— Minges su bstantially on the demonstration effect
of the Felatioh between dermzation and military power.

Second, if this syste to challenge aridéﬁébléﬁff\_/'[arxism_ asa
way of looking at modern history 1t must answer, m 1is own way, the

question posed under the rubric of ‘imperialism’ by, the Marxist .

analysis, as elaborated by Marx’s SOLS..
And finally, if this system 1s to provide a useful partial perspective
on the times 1n which we live, it must throw some light on the nature
* For an mterestl;‘lg ;nd fresh analvsis of the causes of war, different from this in

structure but sunilar 1n spirit, sce Raymond Aron, War and Induserial Society, London,
Oxford University Press, 1958,
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of our dangers, in a time of precarious nuclear stalemate; and 1t
~shoultd-help 10 some small way to suggest how the lions which stand
in our path—that 1s, the arms race and the organization of a world
contanng many new mature nations—can be removed or safely
by-passed.

THE PROBLEM OF NATIONAL SOVEREIGNTY

We start with a fact given from outside this analysis. The fact 1s

that the whole transition we are examining took place histoncall)_r

within a system of nation states and of national sovereignty. National

sovereignty means, thar.nations.retaip_the wulrimare ri ght—a right
sanctioned by law, custom, and what decent men judge to be.legiti-

macy—the night to kill people of other nations 1n defence or pursuit

of what they judge to be their national nterest, Thg concepts of

nationhood, of national sovereignty, and of the legitimacy of war

as a reserved instrument of national policy are inherited, then, from

the world of traditional societies; they antedate the sequence of
post-traditional stages we are exarmning m this book. They are not

to be explained by the processes set n motton by tht; transformation

of traditional to modern societies; nor arc they to be explained by

specal features or compulsions of any particular stage-of~-growth.

Nevertheless, the wars fought by nations since the process of
modernization got under way have certain distinctive characteristics.
And while the fact of war 1s not to be explamed with rcferenc_:e to
the stages-of-growth, the character of wars can be usefully related
to these stages.

THREE KINDS OF WARS
Specifically, 1t 1s possible to distinguish rather sharply three kinds
of wars which have been fought in, say, the past three centuries,
since Western Europe began to develop endogenously the pre-
conditions for take-off. '

First, colonial wars. Here we bring together the c?nﬂmt_s arismg
from the imtial intrusion.of.a colomal power.on.atraditional soctety;
from the effort to transfer power from one colonial power to another;
and conflicts ansing from the effort of colonial peoples to assert
their independence of the metropolitan power. 7 '

A second kind of war can be defined as regional aggression. This
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type of limited war arose from the dilemmas and the exuberance of
newly formed national states, as they looked backward to past humilia-~
tion and forward to new opportunity, while confronting the chotces
open to them 1n the carly stages of modernization.

Finally, there have been the massive wars of this century centred
on the struggles to achieve—or to prevent others from achieving —
a definitive grasp on. the-Eurasian_balance of power: a grasp that
was tantamount, m the first half of the twentieth century, to world
power.

We shall now consider separately each of these types of military
conflict as they relate to the stages-of~growth, Again, 1t should be
borne 1n mind that what we have to say cannot be a full explanation
of war; for the hypothesis 1s that war, ultimately, anses from the
existence and acceptance of the concept of national sovereignty;
and the nature and origins of nationalism lie outside this way of
looking at things. We shall consider merely how certamn types of
wars can be related to the relative stages-of-growth among sovereign
nations, as they pursued what they conceived to be their interests in
the highly competitive, but also highly oligopolistic circumstances
in which they have found themselves,

COLONIALISM

We turn first, then, to conflicts ansing from colonialism. Colonial-
18m arose, m part, of course, because from the fifteenth century
on, a world arena of power existed in which the European nation
states competed 1n various overseas areas for trade; for bases of
military advantage; and for what was then military potential: that
15, for bullion, naval stores, and the like. As Charles Wilson points
out, in his essay on Mercantilism, Josiah Child counselied that
‘Profit and Power ought’, m such circumstances, ‘jointly to be
considered’.

The element of power, however, was mitially often remote and
dertvative so far as the day-to-day business of the then major powers
was concerned. The proximate goal—for example, m the famous
Anglo-Dutch competition of the seventeenth Century—was trade;
and, especially, it was that form of trade which was highly regarded
by the mayor nations of the seventeenth and eighteenth centuries:
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that 1s, trade which permitted the import of bullion and raw materials
and a favourable batance of exports—if possible, the export of manu-~
factures. The favourable trade balances such commerce was designed
to foster did relate, i contemporary thought, to relative national
power; but the operating goal was trade.

Why, then, was not trade conducted without the creation of
colonies? The answer to this fundamental question has two elements
that need to be sharply distinguished; although they tend to get
intermixed 1in the flow of history,

First, the struggle for trade took place 1n a framework where
the major powers_were postured, by, the Titire of histary, .as
competitors. It is no accident that the major wars of the eighteenth
century were wars of succession. The nations were caught up, by
historical inheritance, so to speak, in an nherently competitive
system of power—not, in the first instance, economic power, but
military and political power. And in part the wars m the colonies
dertved from those larger competitive compulsions: the compulsion
not merely to advance a national interest positively, but to advance
a national interest negatively by denying a source of power to another
nation. The creation of a trade monopoly 1n a colonsal area was one
way to do this, once the new areas were discovered or old areas
rediscovered.

But there was a second reason, as well, for the application of
military power n the colonies; and this second reason relates not

to the power structure of Europe, but to the societal condition of the

colomal areas themselves. Colomes were often established initiaffy
not to execute a major objective of national policy, nor even to
exclude a rival economc power, but to fill a vacuum; that is, to
organize a traditional society mcapable of self-organization (or un-
willing to organuze itself) for modern 1mport and €Xport activity,
including production for export. Normal trade between equals
would often have fulfilled the mitial motivation of the mtruding
power, and a large part of its continuing motivation; for the tradi
tional society had nothing but raw materials to export, And normal
trade would have been in many cases tidier, more rational, and
even, less costly. In the four centuries preceding 1900, however,
the native socicties of America, Asia, Africa, and the Middle East
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were, at vartous stages, structured and motivated neither to do
business with Western Europe nor to protect themselves agaimnst
Western Furopean arms; and so they were taken over and orgamzed.

Colonies were founded, then, not maimnly as a purposeful goal of
national policy i purswit of power, but for two more oblique
reasons. First, as a reflex of the power struggle built mto the Euro-
pean arena. Second, colonies were founded because of the following
sequence: because some economlc"grpup__war_l_ted to..expand. its
purchases or sales; it encountered difficulty m arranging the condi-
trons for efficient business; 1t encountered also gross military weak-
ness; and it persuaded a government which tooked kindly on ats
efforts to take responsibility for orgamzing a surtable political frame-
work to ensure, at litle cost, the benefits of expanded trade.

Once colonial responsibility was accepted by the nation con-
cerned, however, the whole affair was transformed. Tt moved from
the essentially peaceful terrain of business to the area of nationat
prestige and power where more primitive and general national
mterests and motives held sway.

Two specific consequences flowed from this transfer from the

world of book-keeping to that of the flag. First, certam non-colonial

powers came, as a matter of prestige and style, to desite colonial
possessions as a symbol of their coming of age. For example, nothing
in the capital markets of the Atlantic world or 1n ther trading
patterns justified much ado about_colomies, ‘o strictly economic
grounds, from, say, 1873 10 1914.% A little more could be said for
certamn colonial positions on military or strategic grounds in the
nineteenth century. But the competition for colonies was conducted
for reasons that were unilaterally rational on neither economic nor
military grounds: the competition occurred essentially because com-

* There was, meidentally, # somewhat more rational €CONOTIC £ase for cotomues
the seventeenth and eighteenth centuries, before the industrial tevoiution took hold in
Europe, than 1n the late ninetcenth century. Before the industrial revolution the total
supply of food-stuffs and raw materials (or the totat supply of colomies) could be regarded,
1n a sense, as fixed and finite; that 1s, what one nation had was mtrinsically a denial to
others. Once the flow of modern technology was under way, under mmeteenth-century
conditions, where supplics could be drawn n trade with sovereign nations (for example,
the United States), the possibility cxisted of using applied technology to substitute
for imports (for exampie, chemical fertilizers), or to generate exports which would permit
their ecomormical acquisition from accessible foreign markets,
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petitive nationalism was the rule of the world arena and colomes
were an accepted symbol of status and power within that arena.

As the United States discovered, for example, when it found
itself to 1ts surprise and discomfiture owning the Philippines after
the Spanish-American War, there was no way of relinquishing a
colony which had not modermzed its society, without turning it over
to another colontal power. The colontal game had thus become a
reflex ,nOt,Of economic mmperatives, but of inherently competitive
sovereignties. This kind of mixture of profit and ﬁower—whicn
Jos1ah Child probably had in mind—holds for the pre-1914 imperiai-
1st competition, as well as for that of the seventeenth and eighteenth
centuries.

I?ut there was a second kind of mix-up of profit and power which
Child may not have percerved, because 1t was only to become fully
apparent in later ttmes, The second consequence of shifting colonies
from a limated economtc to major symbolic status, 11 an oligopolistic
arena of power, was that withdrawal from a colony became a matter
of national prestige, and thus extremely difficult. Almost without
exception colonal positions were acquired at relatively little cost, at
the behest of limited interests which mght not have commanded
national support if much blood and treasure had been mitally
required for the enterprise. Even when wars were fought to transfer
the control of sovereignty over colonies they were generally limited
wars. But the exit from impernal status, with a few exceptions, took
the. form of bitter, bloody war, or 1t was accompanied by major
polmc_al and diplomatic crises at home. The expenience of colonal
gdmmistratlon created not merely ties of economic advantage but
human memories of cumulative effort, and achievement and status—
as well as of national power and prestige—extraordinarily difficult
to sever: as Britain, France, and the Netherlands have all found
sInce 1945.

So far as colonal wars are concerned, then, the stages-of-growth
oifgr only a partial and limited insight. On the one hand they were
partially a réflex of competitive-nationalism which led nations to take
the plunge 1nto colonies as part.of dynastic or other power competi-
tion; and this link of colonialism to non-economic dimensions of
nationalism helps explain the psychological pain of withdrawal.

111




Relative stages-of-growth and aggression

In part, however, 1t was of the nature of the initia! relation between
a traditional and a more advanced society that the downg of efficient
business required a type of admunistration the traditional society
could not supply. But once the commitment to administer was
made, a host of non-economic motives became mixed up m the
affair which, again, made withdrawal difficult.

The ability of the colonal peo force withdrawal is, however,
more directly related to the stag growth. As pomnted out in
chapter 3, #lthotgh ifiipetial powers usually set up admmstrations
and pursued polictes which did not optimize the creation of the
preconditions for take-off, they could not avoid bringing about
transformations 1 thought, knowledge, and institutions—as well
as m trade and m the supply of social overhead capital—which
moved the colonial society along the path towards take-off: and the
colonial powers often included modernization of a sort as one object
of colomial policy. By positive and negative demonstration effects
a verston of the preconditions pertod was thus set in motion. Above
all a concept of nationalism, transcending. the. old ties to clan or
region, inevitably crystallized around an accumulating resentment
of colonial rule.

In the end, out of these semi-modernized settings, local coalitions
emerged which generated political and, 1 some cases, military
pressure capable of forcing withdrawal. The wars of independence
which dot colonial history, from 1776 in America to 1959 m Algeria,
are thus, to a degree, related to the stages-of-growth. Specifically,
they are related to the dynamics of the preconditions period.

REGIONAL AGGRESSION

And it 15 directly from the dynamucs of the preconditions pertod that
a second type of war has arisen: regional aggression. For the coali-
tions and policies appropriate for achieving independence rarely
suit the subsequent needs for completing the preconditions and
launching the take-off. It1s out of the dilemmas and opportunities
of men, risen to power on the banmers of independence, tramned as
politicians or soldiers, but now facing responsibility for a turbuient
transitional society, that this second kind of war has tended to
accur.

112

Regronal aggression

Recall again, one of the central themes of chapter 3. It 15 argued
there that a Teactive nationalism-was.likely to be an initial unifying
element, making for a purposeful effort to supplant the traditional
society, binding up quite disparate elements 1nto an ad hoc coalition.
Once the new coalition had attained power agamst the older tradi-
tional groups, the cotonal power, or both, it faced a choice among
three lines of policy; or, more accurately, a problem of striking
a balance among them. Specifically, the new leaders faced this
question: should nationalism be turned to assert power and dignuty

_on the world scene; should an effort be made to consolidate the

power of the central government over the residual traditional forces
n the regons; or should economic and social modernization be
the primary objective’? From late eighteenth-century America to
the contemporary scene in Asia, the Middle East, and Africa the
universality of this problem of chorce and balance among the three
possible directions of nationalist endeavour can be established.

Historically, 1t has proved extremely temptng for a part of the
new nationalism to be diverted on to external objectives, notably
if these objectives looked to be accessible at Iittle real cost or risk.
These early aggressive exercises were generally limited in abjective,
aimed at territories close to the new nation’s own borders—within
its region—rather than directly at the balance of Eurasian power:
thus, the American effort to steal Canada during the French wars;
Bismatck’s neat military operations against Denmark, Austria, and
France from 1864 to 1871; the Japanese acquisition of primacy 1
Korea in 1895; and the Russian drive through Manchurta to Viadi-
vostok, leading to the test of strength with resurgent Japan in
1904—5. And, from this perspective, the wars of the French Revolu-
tion became the greatest of all examples of regional aggression,
arising from an unresolved transitional process, during the pre-
conditions period.

These adventures in regional aggression often have substantiak
political support, m part because an ebullient nanonalism is wide-
spread, irrespective of economuc or social interests; in pat"t"b'ccauéie
special interests believe they will directly benefit from the mew
territorial acquisitions. But, above all, such_regional aggression,
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can help maintain cehesion it a society where the concrete tasks of
modernization rase difficult and schismatic domestic 1ssues, which
the leader of the coalition would seek to evade if possible. The
gropings for a unifying national policy of, say, Nasser and Sukarno
m the pertod 1g55-8, represent a version of an old problem and a
familiar response. The battle-cries centred on West Irtan, Kashmur,
Isracl, and the tendency of bedevilled politicians 1n transitional
societies to cling to the anti-colonal banner should be no surprise,
And we should be 1n reasonably good heart about this phase. For
these early, limited external adventures, associated.with.late pre-
conditions or earty take-off periods, appear generally to have given
way to a phase of absorptior i the “advenrure of modernizing
the economy and the society as a whole. Post-civil-war America,
post-1873 Germany, post-1905 Japan, even post-1g20 Russia were,
for several decades at least, so absorbed at home with the extension
of modern technique that they did not assert themselves dangerously
on the world scene. Historically the next dangerous age comes with

the approach of £CONOMIC maturity, yvhen one of the options opef”

15 to concentrate the resources of the mature economy on a more
ambitious expansion of external power.

STRUGGLES FOR THE EURASIAN POWER BALANCE
The differentiai tuming of the approach to economic maturity helps,
specifically, to illuminate the three great military struggles of the
twentieth century: the First World War, the Second World War,
and the Cold War, at which we shall draw an arbitrary line 1n
June 1951, with the beginning of the Korean truce negotiations.

But to understand the problem of power and major conflict 1n the
first half of the twentieth century we must, first, look backward and
ask why there were no major mternational wars in the century after
Napoleon’s defeat.

Britain emerged a victor from the Napoleonic Wars in part because
1ts. take-off into.1industrialization, based largely on cotton textiles,
helped (along with the monopoly in West Indian trade) to provide
the foreign exchange to sustam 1s alliances and to minimize
Napoicon’s continental blockade. In any case, Britain’s economic
status at the time of Napoleon’s defeat was unique, when viewed
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from the perspective of stages-of-growth; and its military strength—
centred in the navy—was unchallengeable in the arena of power
as 1t then existed.

Why did the settlement of 1815 produce this relatively happy
result? The settiement of 1815 worked because, at one end of
Eurasia, neither Germany nor Russia felt able (or was permitted) to
acquure the territories held within the Austro-Hungarian Empire;
and because, at the other end of Eurasta, Japan and China, as well
as the bulk of Africa, the Middle East, and South-East Asia, were
essentially out of the power game.

The world that Britain held mn balance thus consisted mainiy of
Western and Central Europe and the marttime fringes of Asia,
the Middle East, and Africa. Russia, 1t 1s true, lurched from one
side of its Eurasian cage to the other, first to the west, then to the
east; but, (n the nineteenth century, it could be held within that
cage with reasonable economy of amphibious force, as the Crimean
and Russo-Japanese Wars indicared. And the Western Henusphere
emerged as a special sphere, closely refated to—but still separated
from—the major power game by the Monroe Doctrine and the
complex implicit understanding with Britain which gave 1t vatality.

In the three decades after the Civil War, the four great areas—
Germany, Japan, Russia, and the United States—whose coming
to maturity was to determine the world’s balance of power in
the first half of the twentieth century--were at stages which did
not lead to major aggression. The world batance of power which
emerged after 1815 was being rapidly undermined; but this fact
could largely be concealed, except from those professionally con-
cerned with the problem of force and potennal force. After the
Franco-Prussian War, Germany settled down under Bismarck to
consolidate s political position and to move from 2 remarkable
take-off into economic maturity; Japan, after the Meiji restoration,
took about a decade to consolidate the preconditions for take-off,
and, less dramatically than Germany, moved into the first stages of
sustatned economuc growth. Russia also slowly completed its pre-
conditions and moved, from the 18go’s, forward into a take-off
bearng a family resemblance to that of the Umted States a half-
century earlier.
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The twentieth-century arena, clearly beginning to form up mn the
latter decades of the nineteenth century, assumed, then, this form;
stretching east from Britaia were new major industrial powers 1n
Germany, Russia, and Japan, with Germany achieving maturity by
about 1gio—the most advanced among them. In the face of this
phenomenon, Britam and France were moving uncertainly into
coalition, with Britain beginning to look West for further support.
And, possed uncertasnly on the run of the world arena, groping to
define a stance consistent with both 1ts 1solatiomst tradition and
its new sense of world status, was the Umited States, like Germany
also moving mto technical maturity,

But the sweep of industrialization. across northern Eurasia was
not uniform. Eastern Europe and China did not move mnto take-off
1n the early decades of the twentieth century. They were still caught
up mn the early, turbulent, transitional phases of the precondmons
and they were to provide peculiar difficufty.

Why should this have been so? Why were Eastern Europe and
China the cause of so much trouble? Each of these two regions, if
attached to any major power, had the geographic location, the
population, and the long-run potentiai capable of shifting radically
the Eurasian power balance; but lagging their neighbours as they
did in the growth sequence, they lacked the political coherence and
economic strength to assert that potential independently or to avoid,
throughout the first half of the twentieth century, a high degree
of dependence. N

It was this differential alteration in the power balance, traceable
to differences in the timing of the stages of economuc growth, that
was to provide a terrible temptation to Germany 1n Eastern Europe
and to Japan i China; 1t was to serve alternately as a source of fear
and temptation to Russia, in both regions; and it was to offer chronic
danger to France, Britain and the United States, whose strategic
status was radically and permanently altered by both consequences
of the spread of industrialization—that 1s, both by the creation of
a single, interacting arena of power across the northern half of the
globe and by the emergence of soft spots within it which made the
pursuit of Eurasian hegemony appear possible and attractive, at
various stages, to (Germany, Russia, and Japan.
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In the end, 1t was the relative weakness of Eastern Europe and
China—therr valnerability to military, political, and economic ntru-
sion in their protracted stage of preconditions—that provided the
occasion for the First World War, the Second World War, and the
Cold War 1n 1ts first phase.

The ambiguity about the future control of Fastern Europe—and
the large implications for Eurastan and world power of who did
control it—set the stage for the struggle of 1914-18. The possibilities
of joining Japan’s hegemony in China with a German victory in the
West, made concetvable by prior German domunance of Eastern
Europe, set the stage for the struggle with the Axis of 1936—43.
Stalin’s viston (and, later, Mao's) of pressing beyond the advanced
positions acquired in Eastern Europe and China to achieve a defin-
tive Communst victory, set the stage for the Commurust duel with
Truman. This third Eurasian struggle ended in at least interim stale-
mate with the success of the Berlin aurlift in the West in the spring of
1949, and in the East, with the defensive victones of the reorganized
United Nations forces mn April-May 1951, which set the stage for the
truce negotiations whose beginning was signalled by Malik in June.

Thus, as the world expanded out across Eurasia to replace the
world of 1815 and after, new major powers emerged. The old nvalry
of Britain and France was replaced by a new awareness of defensive
common interest; and the United States, sharing at one remove this
common interest, became the strategic reserve of the West. In that
role the Umted States was twice called on to help rescue the West
from military defeat, being required to intervene earlier, with greater
weight, 1 the Second than in the First World War, but still relying
on time, distance, and allies to see 1t through. In 1945-6, the United
States showed every indication of seeking again a degree of with-
drawal, although more limited than m 1919—20; but the mability
of Britain to sustain Greece and Turkey, the general deterioration of
the Western economic and political position 1n 1947, and the collapse
of Nationalist China, brought it back forthwith to bear directly the
brunt of the third muted Eurasian struggle, in which Truman duelled
successfully with Stalin and Mao to prevent a defimtive loss of the
Eurasian power balance—a duel accomplished without substantial
warfare m the West, but at the cost of the Korean War mn the East.
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We are asserting, then, that there is an inner continwty m the
three great struggles to be observed between 1914 and 1951. This
continuity arises from the successive temptatton of three powers—
Germany, Japan, and Russia—to exploi their newly achieved
maturlty “and e vatnerability of the still transitional societies of
Fastern Europe and China, to attempt to sexze control of the Eurasian
arena which emerged from the spread of industrialization over the
previous century. Each effort failed because a fourth power had
simultaneously come to maturity—the Umited States—which shared
with Western Europe an interest in frustrating such a unilateral
dominance of Eurasia, and which mn the end successfully made
common cause with the older mature powers, most notably
with Great Britain.

THE CHOQICE OF AGGRESSION

This argument kas thus far by-passed the deeper reasons for certain
societies having succumbed to the temptations and fears offered by
the state of the Furasian arena as they approached maturity; and
1t has by-passed also the reason for the failure of the United States
and the West to take the forehanded steps necessary to make the
cheice of aggression unattractive. The stages-of-growth analysis
does not pretend to explain all of history: there are factors at work,
refating to the onset of the great wars and _power_struggles of the
twentieth. century, which-are -quite -independent of the analysis
presented 1n this book. Nevertheless, the stages-of-growth throw
some light on these more profound questions.

So far as the First World War 1s-concerned there 1s a kind of
stumbling of men into a conflict whose dimensions and consequences
they did not understand or correctly measure. Nevertheless, at its
basts was the fact that the Avstro-Hungaran Empue was in an
early precondltlons stage a rural-based traditional society breaking
up, which could not ope with or harness constructively the surging
nationalism of the Eastern European peoples stirred by what was
gomg on 1n Russia, Germany, and stifl further to the West, That
nationalism asserted itself in such a way as to set up in the East the
threats and attractions of cither Russian or German domination;
and so the setting of the First World War was created.
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But, 1t 1s fair to ask, why did Germany not concern itself exclu-
sively with the expansion of consumption, as 1t moved 1nto and
beyond maturity? The short answer 1s that the grip of the Kaser,
and those around him, made 1mpossible an 1immediate concentration
of German resources and energy on creating an age of high mass-
consumption. Why, then, were such men mn control of Germany?
To answer this question one must go back to the origins of modern
German nationalism and to the concept emphasized in chapter 3;
namely, that in many cases—including Germany-—a reactive ambi-
tious nationalism lay imitially at the basis of modernization, or was
a very strong force within it. Modern Germany has had to pass
through much travail before the marks of its birth, i the diversion
and capture of the liberal Revolution of 1848, were substantialiy
removed ; and we cannot yet be wholly sure of the outcome. A part
of the answer to the question of why Germany succumbed to the
temptations of power i 1914—rather than to the blandishments
of high mass-consumption—Lies, then, 1 the nature of the motiva-
tions which launched Germany on the path to modernization.

So far as the Second World War 1s concerned we must first look
at what happened between the wars 1 the Umted States and the
West, if we are to find a connexion with the stages-of-growth. The
Umted States-fell-mto- a -depression which, if we are correct, war
peculiarly intractable because of the nature of the full-empl-
problem 1n the era of high mass-consumption; and wit*
sion of the 1¢30’s on 1ts hands many liberal D-
traditionally 1solationist Republicans wer
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We are asserting, then, that there 1s an inner continmity n the
three great struggles to be observed between 1914 and 1951. This
continuity anses from the successive temptation of three powers—
Germany, Japan, and Russia—to exploit their newly achieved
matunty 3Ad thevuinerability of the still transitional societies of
Eastern Europe and China, to attempt to seize control of the Furasian
arena which emerged from the spread of industrialization over the
previous century. Each effort failed because a fourth power had
stmuitaneously come to maturity—the United States—which shared
with Western Europe an interest n frustrating such a unilateral
dominance of Eurasia, and which n the end successfully made
common cause with the older mature powers, most notably
with Great Britam.

THE CHOICE OF AGGRESSION

This argument has thus far by-passed the deeper reasons for certain
socteties having succumbed to the temptations and fears offered by
the state of the Eurasian arena as they approached maturity; and
it has by-passed also the reason for the failure of the United States
and the West to take the forehanded steps necessary to make the
choice of aggression unattractive. The stages-of-growth analysis
does not pretend to explain alf of history: there are factors at work,

relating to.the onset of the great wars and_power_ struggies of the.
twentieth century, which are quite independent of the_ analysis .

presented 1n_this book. Nevertheless, the stages-of-growth throw
some light on these more profound questions.

So far as the First World War-1s-concerned there 1s a kind of
stumbling of men into a conflict whose dimensions and consequences
they did not understand or correctly measure. Nevertheless, at its
basis was the fact that the Austro-Hungaran. Empire was m an
early preconditions stage, a rural-based traditional soclety breaking
up, which could not Cope with or harness constructively the surging
nationalism of the Fastern European peoples stirred by what was
going on in Russia, Germany, and still further to the West. That
nationalism asserted itself in such a way as to set up i the East the
threats and attractions of either Russtan or Gérman  domination;
and so the setting of the First World War was created.
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But, 1t 15 fair to ask, why did Germany not concern itself exclu-
sively with the expansion of consumpuion, as it moved nto and
beyond maturity? The short answer 15 that the grip of the Kauser,
and those around him, made impossible an immediate concentration
of German resources and energy on creating an age of high mass-
consumption, Why, then, were such men in control of Germany?
"To answer this question one must go back to the ongins of modern
German nationalism and to the concept emphasized in chapter 3;
namely, that in many cases—inciuding Germany—a reactive ambi-
ttous nationalism fay mitially at the basis of modernization, or was
a very strong force within it. Modern Germany has had to pass
through much travail before the marks of its birth, 1n the diversion
and capture of the liberal Revoiution of 1848, were substantrally
removed; and we cannot yet be wholly sure of the outcome. A part
of the answer to the question of why Germany succumbed to the
temptations of power m Igr4-rtather than to the blandishments
of high mass-consumption—lies, then, in the nature of the motiva—
tons which lfaunched Germany on the path to modernization.

So far as the Second World War 1s concerned we must first iook
at what happened between the wars in the United States and the
West, if we are to find a connexion with_the stages-of-growth. The
United States fell-imto-a-depression which, if we are cotrect, was
peculiarly intractable because of the nature of the full-employmen
problem 1n the era of high mass-consumption; and with the depres-
ston of the 1930’s on its hands many liberal Democrats as well as
traditionally isolationist Republicans were, in effect, 1solationssts.
Down to the Fall of France in 1940, there was an 1solationist
majority in the United States, in part—but only m part—because of
an obsession with domestic affairs related to a breakdown in the
dynamics of the growth stages.

In Western Europe, if our view of inter-war stagnation 1s correct,
Britamn and France failed to mamtam momentum—"and inner con
fidence—because the nature of their societies and their public
policies failed to permit a quick and decistve movement into the
age of high mass-consumption. Their leaders—and in a sense, therr
peoples as a whole--had their eyes fastened on a return to a normalcy
defined 1n terms of memories of the world that was before 1914.
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The sluggishness that resulted—a sense of waning powers, accom-
panted by distracting domestic conflicts and problems—contributed
to (no more than that) the grave diplomatic failure to halt German
and Japanese aggression at a sufficiently early stage.

In Japan, as in Germany, the most powerful oppesition to the
Western-oriented, relatively pacific politicians of the 19205 came
not from men determined to carry the Japanese economy into the
age of high mass-consumption, but from men whose roots and
ambitions reached back to the origins of Japanese modermization
in a reactive nationalism, full of fear and hope. And so, when the
depression came, and the fragile international system reconstructed
after Versailles collapsed, throwing each nation back on its own
resources, policies, and heritage, they took over and had their
fling.

Something of the same can be said of Stalin’s chowce probably
made defimtvely at the end of 1945 or early 1 1946. There was
a widespread hope within Soviet society as well as outside, at the
end of the Second World War, that Russia, having survived destruc-
tion and emerged.as a Great Power——its government and peoples
having, 1n the end, performed in a great national tradition—would
turn its resources and attention primarily to reconstruction and
to the welfare of the Russian peoples, accepting the concept of
Big Three unity offered in evident good faith durmg and immediately
after the war. Here again the distractions of the United States and
the West at home—leading, for example, to helter-skelter American
disarmament and¢ a vacwum 1 Eastern Europe—combined with
the evident opportunities for Commumsm mn Chima—proved too
great a temptation. The world supplied an extraordinarily attractive
setung for Soviet expansion 1 the smmediate post-war years.

But what about the demand side of the equation? Why did Stalin
—like the Germans and the Japanese before him-—-decide not to
turn to domestic welfare as a primary goal? Why did he not set
aside the temptation to expand Soviet power unilaterally? Again
one must look back to the reactive nationalism which helped create
modern Russia, and which became woven 1nté the peculiar impera-
tives of Commumist ideology and domestic policy, a problem con-
sidered in chapter ro. What is clear—as a simple matter of fact—
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1s that Stalin was not prepared 1n the post-war years to accept and
face all the domestic consequences of the age of high mass-
consumption. He gave a high priority to expanding Soviet power
in the world arena.

The stages-of-growth _do,.then, throw.some light on—but they
do not pretend to explain fully—the great power struggles of the

_twentieth century. But that, after all, is one of the major conclusions

of this book—that _econgmuc forces and motives are not a_untque
and overriding determinant of the course 0 ustory

Our concern here is, then, rather narrow. It1s to make clear that,
to the extent that the great struggles for power of the twentieth
century have an economic basis, that basis does not lie 1 1mperialism,
or mn compulsions arsing from an alleged monopoly stage of
capitalism; nor does that basis lie even 1n an automatic oligopolistic
competition over colonies: it lies in the contours. of the Eurasian

_arena of power, as determined by relative stages-of-growth and. of .

military potential. And quite particularly 1t lies 1n the temptations
and fears of certain new mature powers with respect to the transi-
tional societies that lay close by, Eastern Europe and Chma,
societies that were by-passed in the series of take-offs that got under
way i, roughly, the third quarter of the mneteenth century, which
destroyed the world of 1815 and after.

THE NEXT PHASE: NUCLEAR WEAPONS AND THE

FURTHER SPREAD OF INDUSTRIALIZATION
It may seem odd that this analysis 1s broken off in 1951. The struggle
between the Communist world and the West by no means ended
with the Korean truce, as any day’s newspaper reveals, Nevertheless,
some (ime 1 the early 1950°s the shape of that struggie altered 1ts
character due, on the one hand, to the full emergence of the new
weapons, notably the H-bomb; and, on the other hand, to the
gathering implications of the growth process at many points 1 the
world.

Historians are thus likely to recognize the existence of a water-
shed 1n the early 1950’s which quite sharply distinguishes, say, the
first six post-war years from the problems and events that have
followed.
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In any case, we turn in chapter g to examine the problems and
prospects that confront us now that man has pressed his control
over his physical environment to the point where the destruction of
orgamzed life on the planet 1s technically possible, m a setung where

the stages-of-growth move forward not only in the northern half;

of the giobe, whose story donunates the history of the past two'
centuries, but m the southern half of the globe, and in China
as well,
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CHAPTER ¢

THE RELATIVE STAGES-OF-GROWTH AND
THE PROBLEM OF PEACE

In this chapter we leave the relatively safe world of history to examine
the umplications for the future of the onward march of compound
mterest 1 the various parts of the world when combined with a not
wholly unrelfated fact; that 1s, the existence of modern weapons of
mass destruction. And having stated, m terms of the stages-of-
growth, where 1t 15 that the nations stand and appear to be gong,
we shall suggest briefly and in broad terms how we might go about
solving our great common problem—the problem of reasonably stable
and secure peace.

THE REVOLUTION IN WEAPONS
First, the weapons and what they have done and are doing to the
world arena of power.

There 1s the story of an American negro community, set i a
southern farming area, which was beset with drought. Finally,
under the guidance of their pastor, they turned to prayer. For a
tume they prayed; but the sun continued to shine with a bright
cruelty; and the corn stalks were stunted and beginning to wither
at the edges; and the cracks multiplied in the dry ground.. Then,
at last, it rained. At first they wondered at the muracle and were
grateful. But as the rain persisted, day and night, beginning to
wash away the stunted growths, they grew restive; until the pastor,
feeling a special responsibility, resumed the monclogue: *Lord,’
he said, “we suffered from drought; we prayed; and we asked for
rain. But what you've given us 1s plumb ridiculous.’

For the United States and 1its allies in the Second World War,
haunted since 1939 by the sure knowledge that somewhere in
Germany lay all the scientific clues to atomic weapons, the common
achievement of the first atomic weapons was, indeed, providential.
But this extension of man’s ability to manipulate his environment—
the ultimate military achievement of the Newtonian outlook, by
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non-Newtonan physics—has produced a military situation which
15, truly, plumb ridiculous.

On the one hand, the Soviet Union, the United States, and Britain
have 1 their hands—and soon France and others will have 1n therr
hands--nstruments which grossly surpass in their destructrve power
anything that has gone before; but their use, now the monopoly is
broken, presents the risk of triggering circumstances, if not a direct
response, which will destroy the user and us all.

In a technical sense, what has happened is that the proportionality
between mdustrial potential and usable military force—a propor-
tionality which had existed for about a century and a half—has now
been viotated. The destructive capabilities of science and technology
have gone on mcreasing at an accelerated pace; but the surface of the
globe 1s fixed 1 size and can be blanketed. The powers of destruc-
tion have thus passed into the area of decreasing marginal produc-
tivity—if not negative productivity. It 1s true that the Great Powers,
or those who wish to exercisea degree of influence 1 the muted chess
game of the atomic arms race, continue to concentrate vast resources,
inciuding a high proportion of their scarcest creative talents, on the
production of weapons, means of delivery, and means of defence.
But the circumstances in which these weapons can be rationally used
become progressively more narrow. Indeed, as the number of powers
merely possessing the weapons expands—as we move from duopoly
out tonuclear oligopoly-—the uncertamntyand danger arising from their
very existence increases, quite apart from the danger of their use.

Of course, a lead by any one power sufficiently great to destroy
the retaliatory capacity of all others at a blow would render world
domunation-—for what it mght be worth—a possible short-term
objective, if that power were to undertake the nisks before God and
man of initiating such an attack (called antiseptically, 1n the military
literature, a pre-emptive attack).* A great deal of effort and resource

* Strictly speaking, a pre-emptive attack 1n, for exampic, Soviet military literature,
15 to be launched only when it 1§ judged that the other party 1s preparng to mitiate major
war, but has not vet struck his inidial blow, But with two powers geared to the possibili-
ties of launching pre-emptive attack, the possibilities of a spitalling tension leading to
an tnitiation of major war are evident cnough. Moregver, preparations for pre-emptive
attack would serve aiso for an attack launched when Moscow might become convinced
that 1ts lead in weapons, means of delivery, and means of defence was sufficiently great
to justify rationally the mitiation of a decisive blow.
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1s now flowing in the Western world to avoid offering that awful
temptation to Moscow. And this effort 1s wholly justified: n my
view 1t is not sufficiently large.

But aside from the logic of deterrence, 1t would almost seem that
some cosmic joke has been played on man: he has been permitted
to create weapons which concentrate tremendous power in the
hands of a few technologically mature socicties; but rhe net effect
15 to reduce rather than to increase the ability of those favoured
societies to apply military force ratonally.

Whatever the nature and source of the paradox, the fact 1§ surely
this: the military and foreign policies of the 4]0r POWETS are now
being conducted at two distinct and only tenuously related fevels:
one the level of mutual deterrence—of mutdal frustration with mass
weapons; the other, the softer level of diplomacy, economic policy,
and conventional weapons of a low order where the mam business
of the world goes on.* In this softer struggle the major powers from
dzy to day operate under great restraint with respect to powers whose
military potentral in no way approximates thetr own.

Setting aside the arms race among the industrial giants—which
fills our minds with images of a bi-polar or barely oligopolistic
world—-the fact 15 that effective power has been rapidly diffused
since 1945. The paradox of atomic weapons has permitted the lesser
powers degrees of bargaiming freedom they would not have if
military force had not taken so violent and discontinuous a technical
leap.

Tito began the exploitation of this paradox, in a sense, with his
successful defiance of Stalin in 1948; but i different ways on dif-
ferent issues Nehru, Nasser, Ben-Gurion, Adenauer and many
others have found ways of exploiting this paradox within the non-
Commumnst world; and Mao and Gomulka as well as Tito have
done 1t within the Communust bloc. The lesser power cannot always
pull 1t off, as the young HMungarians in Budapest discovered in
October and November of 1956; but they were not defeated with
atomic weapons. They were defeated i a police action, by the

* The two levels of activity are linked by the method of nuciear biackmail, in which
the threat of nuclear attack 15 evoked to strengthen a move i which softer weapons arc
applicd; for example, the Soviet threats . the context of the Suez, Lebanon, and Berlin
crises of 1956-g.
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crudest kind of infantry and fank combat, 1n a victory for which
Moscow had to pay a high ptrice in the other area of struggie; that
is, the non-military struggle of diplomacy and ideology.

In short, societies still 1n the preconditions period, like Egypt,
or in the early stages of take-off, like India and China and Yugo-
slavia, have been able to behave in world diplomacy on a significant
range. of issues—=not.on-all issues;-but over & significant range—as

the equivalent of major powers; and this is due to the paradoxical

character of the new weapons and the diffusion of effective power
they have brought about, 1 the setting of nuclear stalemate.

THE DIFFUSION OF POWER IN THE LONGER RUN

What we can observe m the past decade foreshadows a long-run
trend; for in the longer run, the diffuston of power will acquire a
firmer base, even, than the paradoxical impact of the new weaponry.

Just as the forward march of the stages-of-growth 1n the latter
half of the nineteenth century shaped the world arena of the first
half of the twentieth—bringing Japan, Russia, Germany, France,
and the United States mto the arena as major POWers—so sequences
of change, long at work, and gathering momentum n the post-1945
years, are determining the somewhat different world arena now
coming to life,

For the central fact about the future of world power 1s the accelera-
tion of the preconditions or the begmnings of take-off in the southern
half of the world: South-East Asia, the Middle East, Africa, and
Latin America. In addition, key areas in Eastern Europe (notably
Yugoslavia and Poland), and, of course, China, are hardening up,
as their take-offs occur; and while they remain vulnerable to military
conquest and occupation {like, say, mature Denmark) they have lost
or are losing their old spongy character as societies m awkward
transitton from traditional to modern, regularly growing status.
The arena over which the First and Second World Wars were
fought and the first phase of the Cold War as well, no longer exists.

Put more precisely, the take-offs of China.and India have begun.
Pakistan, Egypt, Irag, Indonesta and other states are likely to be
fess than a decade behind—or at least not much more, given the acute
pressures to modernize now operating on and within their societies.
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And 1in Latn America the take-off has been completed m two
major cases (Mexico and Argentma); and 1t 1s under way i others,
for example, in Brazil and Venezuela.

In short, looking ahead some sixty years 1t can be said with
reasonable confidence that the world will contain many new nations
which have achieved maturity. They may not be rich in terms of
consumption per head; they may not yet be prepared by the turn
of this century to plunge mto the age of high mass-consumption;
but they will have the capacity to apply to therr resources the full
capabilittes of (then) modern science and technology.

To make this notion still narrower and more concrete, 1t 15 fairly
safe to predict that, by 2000 or 2o10-—which 15 not all that far away—
India and China, with about two billion souls between them, will be,
1 our sense, mature powers. They may not be ready for the age of
the mass automobile ; and it 1s by no means assured that Communism
will then dominate China, and democracy India. China and India
face many difficult choices and vicissitudes in the years and decades
ahead. But 1t1s reasonably clear that compound interest has come to
be built into those two massive societies; and three generations of an
environment of growth should produce maturity—perbaps less than
that, if China mamtains forced draft and solves the food problem.

Compound nterest will, of course, continue to operate m the
socleties Wthll have alfeady achieved or passed beyond maturity.
Their gross national products will almost certainly rise—unless they
opt radically for leisure—and their virtucsity in modern weaponry
will increase, if the arms race continues. But so long as the military
staiemate is maintained, this process 1s likely to add little to their
capacity rationally to use military force. Meanwhile, unless an
cffective system of arms control 15 introduced, the newer powers
are likely to acqure, 1 one way or another, a sufficient atomic
weapons capability to eater into and to complicate the chess game
of the arms race, if not to dommate 1t; and within the limits set by
the arms race, they will be in a position to assert theiwr interests
with increasing effect.

It 15 true that some 1ncrease m ratlonally usable force may emerge,

.as_hmited war capab111t1es deveTop and the an antagonusts feel_therr

way towards common-law rules that permiit some clashes of force

127




Es

The relative stages-of~growth and the problem of peace

to occur without spiralling into an unwanted exchange of all-out
nuclear attack. But so long as each side 1s believed capable of shield-
ing a substantial delivery capability from sudden decisive nuclear
attack, the use of force by the major tndustrial powers 1s hikely to
remam rational only over a narrow range. And beyond the requre-
ments of secunity policy, the bulk of the mcrease 1n output 1s likely
to be channelled into consumption, even in the presently Commumst
states.

Thus, the most likely prospect—ruling out both major war and
the organization of an effective system of arms control—s for the
newer tndustrial states to narrow the gap between thelr own mlhtary
capabilities and those . of the- ex1stmg“_&ustmai powers. i

The central fact to which all nations must foreseeably accommo-
date their policies, then, 15 the likelihood that the arena of.power.
will enlarge to become, for the first time m history, truly global;
and that the centres of effective power within 1t will increase. The
image of a bi~polar world, 1n which all but Washington and Moscow
are spectators, 1s maccurate now, and 1t will become progressively
more naccurate with the passage of ime. Although still gripped in
an essentially bi-polar arms race, we are, in fact, approaching an
age of diffused power, 1n which the 1mage of Eurasian hegemony-—
fearful and enticing—will lose its reality, and world dommation will
become an increasingly unrealistic objective—assuming, always,
maintenance of nuclear stalemate.

THE PROBLEM OF PEACE

This 1s the setting m which the problem of peace 1s confronted.
Technically, the problem of peace consists an the installation of a
system. of arms control and mspection within a level of armaments
agteement, which would offer all powers greater security than that
now afforded by an arms race of mutual deterrence. Given the
nature of modern weapons and the opportumties for their conceal-
ment, this, i turn, requires that all societies be opencd up to inspec-
tors who would have, in effect, bank inspectors’ privileges: that 1s,
they could go anywhere, at any rime, without notice.

The presence of a corps of such knowiedgeable, mobile mspectors
(backed by free, mutual aerial surveillance) could not absolutely
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guarantee that no atomic weapons were retained, contrary to agree-
ment; 1t could not absolutely guarantee that a surprise attack could
not be mounted ; but1t could produce a situation vastly less dangerous
than that with which we now live from day to day.

Moreover, despite fionest and well-founded doubts and worries
the governments of the United States—and of the West as a whole—
would accept such a drastic alteration in national sovereignty if
they were convinced that the inspection privileges within the
Communust bloc were bona fide.

Finally, 1t 1s reasonably clear that if Soviet policy were governed
solely by criteria of national interest bumlar to thosc which. govern
the policy of the United States and the West, such an agreement
would now be made.

THE RUSSIAN NATIONAL INTEREST
Why should Russia now join in an effective system of arms control,
on national grounds?

Hawving failed 1n the immediate post-war bid to convert the con-
fusions of Europe and Asia into a promupt Eurasian hegemony for
Commumism donunated from Moscow, and ruling out a suceessful
sudden nuciear attack—based on the achievement of radically superior
technical capabilities—what is the prospect for Russia? The prospect
for Russia 15 to see vast new nations come into the world arena
which Russta cannot control. Moreover, as atomic weapons capa-
bilities spread, these new nations will be 1n a position to take actions
which might precipitate a war disastrous to Russian 1nterests. The
basic Russtan national Interest, with respect to.both the new weapons
and the rise to matunty of new nations, ts a defensive interest,
essentially similar to that of the Umted States, Western Lurope, and
Japan.

The one great option open to Russia, at this moment in history,
when 1t shares Great Power nuclear status with the United States
and Britain, among the older nations of the north, is to create an
effective system of arms control; and to concentrate its efforts, along
with those of others, on making the system work. The common
objective would be to make the system of arms control so solid and
secure over the coming decades, that, as these massive new nations--—
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China and those of the south—come into maturity they enter a world
of orderly politics rather than one where the power struggle persists
with weapons of mass destruction still one of the pawns. In the
face of the diffusion of power being brought about by a new series
of take-offs, the Russian national interest shifts closer to that of
the Umted States and the West. The old Furasian struggle, based
on the vulnerability to intrusion of Eastern Europe and China in
their preconditions period, is a part of the past.

It 15 evident that some perception of this problem already exsts
1 Moscow. It certainly lies behind the emphasis on ending H-bomb
tests, which would, in effect, freeze atomic weapons capabilities
more or less where they are. But this approach cannot hold up,
unless 1t 18 soon followed by the real thing: an effective inter-
natwonal system of arms control. Put another way, the newer powers
(China, for example) and some of the older powers (France, Ger-
many, and Japan—and even Sweden and Switzerland) are unlikely
to permit weapons capabilities to be limited to the Big Three, while
the Cold War goes on mn 1ts old terms; merely without H-bomb tests.

In shott, 1t 18 not a realistic opuon to conceive of a continued
bilateral or trilateral world of atomic powers blocking the others out,
but contimwng the competitive game of Cold War; nor 1s 1t a realistic
option to conceive of a world controlled by Washmgton, Moscow,
or both. But the present Great Powers do have one realistic option:
it does lie within their grasp.to_make the terms and the setting
within. which_power will be diffused, as new nations take off and
march to maturity; but that 1§ THe historical Timit of th powers,
except, of course, to blow the whole world up.

The diffusion of power can be rendered relatively safe or very
dangerous; but it cannot be prevented. The process of growth and
the stages at which various nattons now stand rule out equally the
notion of an American century, a German century, a Japanese
century, or a Russian century,

The rauenal policy for a_nationalistic Russia-would_be, then, to
exercise this moment of option to join the United States i imposing
mutually on one another and on the world the one thing the world
would accept from the two Great Powers; that 15, an effective inter-
national system of arms control.
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It may have been considerations of this kind which shaped Presi-

dent Eisenhower’s peroration, when he spoke—evidently to Moscow
—at the United Nations Assembly during the Middle Tast debate
of 13 August 1958, as follows:
As T look out on this Assembly, with many of you representing new
nauons, one thought above all impresses me. The world that ss beng
remade on gur planet is going to be a world of many mature nations, As
one after anocther of these nations moves through the difficult transition
to modernization and learns the metheds of growth, from this travail
new levels of prosperity and productivity will emerge.

This world of individual nations 1s not going to be controlled by any one
power or group of powers. It ts not going to be commutted to any one
ideology. Please belicve me when | say that the dream of world domina-
tion by any one power or of world conformity 1s an impossible dream.
The nature of today’s weapons, the nature of modern communica-~
tions, and the widening circle of new nations make 1t plamn that we
must, in the end, be 2 world community of open societies. And the
concept of the open society is the key to a system of arms control we can
all trust.

MOSCOW’S PROBLEM OF ACCEPTANCE
But the acceptance of some such proposition means that Moscow
would have to abandon-the notion.of world domnation and accept
explicit status as a major, responsible nation-state in a world of
powerful nation-states, all of whom had largely abandoned the right
to kill other peopies in the purswit of the national interest.

It 15 extremely difficukt for Moscow to act on this perception about
the diffusion of power—which 1s probably growing among Russians
~—-because 1ii tWo Tindamental respects Soviet policy 1s not deter-
mined by conventional criteria of the national interest.

First, externally, the Soviet government 13 commutted to strive
n the direction of world hegemony for Commumism. In fact, since
shortly after the November Revolution, this has been interpreted
operationally as an effort to maximize the effective power exercised
from Moscow, rather than n simple ideological terms. Tito was
not the first Commumnist to discover that when a clash existed
between the degree of power exercised from Moscow and the spread
of Commumsm as an ideology, Moscow would opt for the former.

Put another way, if the problem were merely external commitment
of Moscow to Commurmsm, 1t would not be too difficult to resolve
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1t by a de facto acceptance of natonai status for the Soviet Union
accompanied by a maintenance of the rhetoric of the old-time wotld-
domination religion. A nation’s rhetoric can persist for a long time,
as familiar, comforting, background music, after 1t has lost 1ts
relatronship to reality.

It 1s the second, domestic-dimension of the prebles-which.makes.
it so searching and serigus for Russia and for the world. For the
acceptaiice of conventional nattonal status, within an effective arms
control system, would require not merely a change in Russia’s
relation to the world, but also basic and revolutionary changes in
the relation of the Russian state to the Russian peoples.

For forty years now men have been told in Russia that fixed laws
of history decree that the external world 1s implacably hostile and
must ultimately be conquered ; that this nescapable struggle justifies
and requires a high degree of secret-police control within the Soviet
Union; and that this inescapable struggle requires extraordinarily
high allocations to investment and military purposes. On these
three propositions—external hostility, mnternal.police-state control,

_and_austerity-——the whole_of-Seviet-policy has-been-based for two
generations; the nstitutions of the Sowiet state;.and Soviet political
seconomy.as.well. Each would be shattered if an effective system of
arms control were to be installed within the Soviet bloc.

Why is this s0? It 1s so because an effective system of arms control
would, 1 effect, create an open society in Russia. How could the
police state—whose rationale down to today rests on the assumption
of spying, sabotaging foreigners—how could the police state be
justified when the Russian peoples were nformed that Russian
security rested on an exchange of men with bank mspectors’ privi-
leges; and westerners were turning up any fime, anywhere, through—
out Russia, without notice to Russian officials? And how could
Russia avoid the age of durable consumers’ goods and services, if
something like 209, of GNP-—which now goes mto the Soviet
military budget—mwere released from military to cwvil outlays? In
short, the case for hostility, for the secret police, and for austerity
would be broken; the case for democracy and welfare would be
overwhelming, if an effective international arms control system were
installed.
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It 1s this set of converging revolutionary consequences for Soviet
domestic rule that makes the problem of peace so difficult; for
whether the Russian price- and income-elasticities of demand prove
to be similar to those of the United States and Western Europe,
1t 1s clear that the open society and age of high mass-consumption
mphcit m effective control of armaments would require drastic
revisions 1 the conceptions and institutions of the Soviet Union
of a kind that working politicians will go a long way to avoid.

At the moment the Soviet Union 1s a society technically ready for
the age of high mass-consumption; it 1s structurally ready ini terms of -
the education and skills of its working force ; 1t 1s psychologically ready
and anxious, as evidenced by Sowviet literature, by Soviet politics, and,
indeed, by trends in the Soviet economy, where the demands for hous-
1ng and durable consumers’ goods are beginning to assert themselves;
but the regime 1s straimng to hold the dam, to control the bulk of
the imncrement to annual income for military and investment purposes.

In terms of the stages-of-growth, Russm 1s a nation seeking to

the adven Fihie age €age of high mass- conaumptlon Butits s dong S0
not because the prospects For a temporary victory over the West are
all that good ; not because Russian security could not be more cheaply
and effectively msured; not because 1t 1s in the Russian national
interest to continue the arms race—for the contrary is the case—
but because Communism 15 a curious form of modern society appro-
priate only to the supply side of the growth problem: perhaps for
take-off, although this 15 still to be proved, given Commumsm's
mherent difficulties in agriculture; but certainly 1t can drive a society
from take-off to industrial maturity—as Stalin demonstrated—once
1ts controls are clamped upon that society. But 1n 1ts essence Com-
munism 15 likely to wither in the age of high mass-consumption;
and this, almost certainty, 1s well understood in Moscow.

THE GREAT ACT OF PERSUASION
How, then, are we going to persuade the Russians to face up to the
fact of the diffusion of power on the world scene; to accept the
consequences of peace and the age of high consumption; so that
they can go forward with the rest of the human race in the great
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struggle to find new‘peaceﬁl}ﬁ@,ﬂﬂ&xs,for,themmxm’ente’?
Essentially we m the non-Commumst world must demonstrate three
things.

We must demonstrate that we shall not permit them .t get-far
enough ahead to make a temporary military resojution rational.

We must demonstrate that the underdeveloped nations—now the
main focus of Commumist hopes—can move successfully through

the preconditions mnto a well established take-off within the orbit.of~

the democratic world, rcsxstxng?ﬂiﬁﬁmammmons
OFCW his is, I believe, the most important singl_e /item
on t}l}jﬁ% agenda. T

And we must demonstrate to Russyans that there 15 an interesting
and lively aiternative for Russia on the world scene to either an arms
race ‘ot uniconiditional sugrender. " T T _

But the great act of persuasion has an extra dimension: and that
extra dimension is time. For this searching problem of transforma~
Gof Russians must solve for themselves; and 1t will take tume for
them to do . The rest of the world can make 1t easier rather than
more difficuit for the Russtans: by creating a setting which rules
out the apparently cheap solution of either military or political
victory; and by articulating persuasively a vision of where we would
like evervone to fetch up, sufficiently precise so that Russians can
soberly weigh the advantages against the costs of an arms cqntrol
system, But it will take time for Russians to accept and absorb
the implications of the new world of diffused power. It will take
time for Russians to accept that their only rational destiny 1s to
jown the great mature powers of the north m a common effort to
ensure that the arrival at maturity of the south and of China will
not wrack the world as the arrival at maturity of Japan, Germany,
and Russia itself did at an earlier ume; for with nuclear weapons,
that old national self-indulgence—seeing how far you can go towards
world power when you reach maturity—this sport of the Kaiser
and Hitler and the Japanese militarists and Stalin—can no longer be
safely afforded.

Specifically, it 15 likely that the Buddenbrooks’ dynamics will
operate 1n Russia, if given time and a strong Western pqlicy that
rules out as unrealistic Soviet policies of expansion—whether hard,
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soft, or nuxed. Recall, if vou will, how Stalin created and supported
a generation of modern technicians, to supplant the old Bolsheviks,
whose skills in the dialectic and in conspiratorial politics no longer
sutted the Russtan age of steel and machine tools and modern armuies.
The cadres of the 1930’s-—the second Soviet generation—are now,
or soon will be, the men who “decide everything; but therr children
—taking a modern industrial system for granted—are reaching out
for things that the mature society created by Stalin cannot supply.
What is it we can detect moving i Soviet society? An increased
assertion of the right of the individual to digmity and to privacy; an
increased assertion of the dignity of Russia—as a nation and a
national cuiture—on the world scene; an increased assertion of the
will to enjoy higher levels of consumption, not some time 1n the
future, but now; an increased appreciation of the way that modern
science has altered the problem of power, mcluding certamn old and
treasured military maxims, both Russian and Communst in thewr
Origins.

These trends, pushing Russia broadly in the directions of national-
ism and welfare which-are.required.to-make-thegreat act of persu -
sion “wotk, have certainly not yet triumphed mn Soviet society or
in Soviet policy. Moreover, there 15 no reason to believe that these
undetiying trends will automatcally work themselves out smoothly
and peacefully. On the other hand we should be aware that the
dynamics of the generations within Soviet society—and notably
the trends in the first post-maturity generation—combined with the
diffusion of power on the world scene, could, i tume, solve the
problem of peace, if the West does 1ts job.

The kinds of issues now 1n contention have, in the long sweep
of the past, normally led to war; namely, a tangling of issues of
both power and ideology. Generally men have preferred to go down
in the style to which they had become accustomed rather than to
change their ways of thinking and of looking at the world. There are
no grounds for viewing the future with easy optimism: but, when
combined with the operation of the Buddenbrooks™ dynamucs, the
existence of the new weapons and the sequence of take-offs in Asia,
the Middle East, Africa, and Latin America may permit us to get
through by posing for Russia prospects judged, in the end, even
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more dangerous than the acceptance of the age of the mass auto-
mabile, the suburban one~family house, and free mutual inspection.

The concept of the-stages-ofzgrowth. does, then, throw a little
light on the shape.of the future and. the problem-of peace. It helps
prepare our minds—and, one would hope, our nations’ policies—
for the world of diffused power 1nto which we shall enter, and into
which we have to a degree been prematurely plunged by the paradox
of the new weapons. It helps give a rough time-dimension to the
emergence of Chinaand-the-nations of the south to maturity; that
1s, if it 1s agreed that many of the new nations, Africa apart, which
have not yet entered mto take-off are likely to do so within about
a decade, It throws some light on the nature of Moscow’s difficuit
problem of accepting the diffusion of power abroad, and of accepting
at home the primacy of welfare and an end to the police state. And
it helps define the area of hope 1 the quite technical sense developed
in chapter 7; that 15, we can see a possibility of forces within Soviet
society which mught opt for a different balance among the three
major directions mn which the capabilities of a post-maturity eco-
nomy may be turned: in this case, away from the pursuit of power
towards enlarged consumption and human welfare In the widest
sense.

BEYOND PEACE

History and danger to the peace will, of course, not end with the
Soviet acceptance of the age of durable.consumers’_goods, even
when accompanted by acceptance of an effective international inspec-
tion system. It 1s quite true that societies caught up m the process
of translating industrial potential into the satisfaction of consumers’
wants and diffusing the new goods and services on a wideming basis
are likely to generate powerful checks agamnst aggression and an
mcreased willingness to accept dilutions of sovereignty to preserve
a reasonably comfortable status quo. But it 15 contrary to the whole
spirit of this analysis to make a simple mechanical association of this
kind between peace and high mass-consumption. This 15 an analysis
which presents, not 1ron-ciad 1mperatives, but choices for men.
And, moreover, there 1s much history that lies beyond the water-
shed we are all trying to attain. For example, to name two great
1ssues beyond the control of armaments, there will certamnly be the
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problem of north-south relations, on a global bass, when all socteties
are modernized, 1n many ways a racial problem; and there wifl be
the not simple problem of maintaimng an arms control system for
a long period, omnce 1t 15 established.

THE SIGNIFICANCE OF THE DIFFUSION OF POWER FOR
WESTERN EUROPE
A word, now, zbout a particuiar aspect of this analysis: namely, its
tmplications for the present and future role and status of Great
Britamn and, indeed, of Western Europe as a whole, m the world
arena of power.
In March 1958 Punch published a poem which contained these

lines: ]
When Britain first at Heaven's command

Arose from out the azure main

She scarcely foresaw how NATO planned

To plunge her right back 1n again.
Cool, Britannia, beneath the nuclear wave ;
While the bigger, bigger nations misbehave. *

If the picture drawn in this chapter of the mmplications for the
future of the stages-of-growth is a roughly correct picture, the
implications of this poem—and the mood that underlies 1t—are
excessively pessimistic. Of course, the ‘bigger, bigger nations’ may
n fact blow us all up; but, in terms of the jobs that need to be
done in a world of diffusing power there i& ANIpIE SCope Tor Britain
and Western Europe to. play roles of digmty, mitiative, and respon-
sibility. The arms race tends to mislead us as to what really 1s going
on and what most needs to be done,

For example, Britain and Western Europe have the resources and
the pool of technical assistance to play a major—even a decisive—
role in making sure the underdeveloped areas of the non-Communist
world move through the preconditions and through take-off without
succumbing to that peculiar and intractable form of modern societal
organization called Communism. And the British Commonwealth
structure offers a basis and pattern on which the alternative to
coloptalism can be built with will and resources. There is no reason

* Paul Denn, Punich, 19 March 1958.
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in the world, for example, why Britamn should not lift its eyes from
fair shares and hire-purchase and focus, as a major national enter-
prise, on making a success of the Indian third Five Year Plan on
which, operationally, the future of the Commonwealth so largely
depends. Western Europe has a major role to play, as well, in the
more constructive aspects of the great act of persuasion—in the
process_o: of mmatlve ",_C_,ommumcatlon, and negong_ggns with the
Communist world. And these nations can even make—as BFitain
is now making——a significant military contribution to the deterrence
of war; both nuclear and limited.

There will be, of course, no return to the old-fashioned empires,
of the kind that were created and built 1n the pre-rgr4 era. The
traditional societies. have moved too far it the precondmons for

take-off for that to be possible. On the other hancl if our munds
are cleared of the illusory notron that total power has somehow
passed from Western Europe to Moscow and Washington; if we
look at the world as 1t 15, and as 1t 15 becoming; if we look at its
possibilities as well as 1ts dangers, 1t becomes clear that we are trying
to create and orgamze a world of middling powers who, foresee-
ably, will share all the tricks of modern techmology. In fact 1t
1s only on a very narrow range of issues that, even now,
Washington and Moscow can behave as anything else but middling
POWETS.

In this perspective there is little cause for excessive Western
European nostalgia or self-pity, And there 15 danger for us all 1n
the Little England, Little Europe policies this mood generates; for
there 15 a great deal, of first-rate importance, for Britain and Western
Europe to do te bring about the outcome we all seek which will not
and cannot be done unless they do 1t. The task 15 to 1solate these
new challenges to make a new agenda; and then to wrest from the
eniarging resources of Western Europe a sufficient margin—despite
the pressures of the age of high mass-consumption—to do what can
and should be done. With certain limited exceptions in the arms
race itself, there 1s no contribution that the United States could and
should make to 1ts own and the world’s future that Britain and
Western Europe could not also make, on at least 2 proportionate
scale.
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The lesson of the stages-of-growth for the peoples of Britain and
Western Europe is that their fate 1s about as much n their own hands
as 1t has ever been—or, at least, 1t 1s 1o less so than for the other
peoples of the planet.

TAKE-OFFS, PAST AND PRESENT
The argument of this book—and, particularly, of this chapter—has
thus far assumed that it 1s useful, as well as roughly accurate, to
regard the process of development now gong forward in Asia, the
Middle Fast, Africa, and Latin America as analogous to the stages
of preconditions and take-off of other societies, in the late eighteenth,
mmeteenth, and early twentieth centurtes. It 1s now tume to ask: is
this analogy fair? Or, more particularly, what are the suntlarities; what
are the differences; and what implications flow from the differences?

S z'milarztzes

Sf_!C_FQ{?_’_,,,ngﬁmwmxgbmmﬂtms%fQMaL&@m~~-

the-past. Most of the presently underdeveloped nations, i the stage
of preconditions or early take-off, must allocite mitich of their
tesources to building up and modermzing the three non-industrial
sectors required as the matrix for industrial growth? social overfiead
capltal agrlculturc and forelgn—exchange ~€4IMINE Sectors, rootedm

the application of modern techmque (combmed with hxgh income- or
price-elasticities of demand) are hk\fy 6 permit
with a high rate of plough-back of profits.

Many are also caught up in the problems of capital formation in
general, examuned in chapter 4, where the inner mechanics of the
take-off 1s considered. They must seek ways to tap off into the
modern sector income above consumption levels hitherto sterilized
by the arrangements controlling traditional agriculture. They must
seck to shift men of enterprise from trade and money-lending to
industry. And to these ends patterns of fiscal, monetary, and other
policies (including education policies) must be applied, similar to
those developed and applied in the past.
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Moreover, the non-economic problems of these areas bear a
resemblance to those of the past which needs no forcing. At the
level of politics we can observe a spectrum.ofpesitions, with respect
to modernization, ranging from die-hard .traditm_gg_lﬁi_gt_s_ig_f those
prepared-to-force the pace Mamzmg:wt; and these
positions contend agamst each other. Moreover, the problem 'of
balance between external and internal expression of narionalist
ambition is present—acutely present—in almost every case. Above
all, there 15 continuity m the role.of reactive nationalism, as an
engine of modernization, linked effectively to or at cross-purposes
with other motives for remaking the traditionalist society.

And more narrowly, the contemp,QI.a_Ly._.Ca.ta_l_owgﬁ of. necessary
social change 15 familiar to the histertan : how to persuade the peasant
to cmﬁ;h“gzmmo_ds and shift to producing for ygi(_icr_marke;s;
how to build up a corps of techmicians, capable of mampulating the

new technj,ifl'iés; how to create a corps of entreprencurs, oriented not

towards large profit margins at existing levels of output and tech-
mque, but to expanded output, under a regime of reguiar techno—_
logical change and obsolescence ; how to create a modern_ profes_smnal
avil and military service, reasonably content with their salaries,
ortented to the welfare of the nation and to standards of eﬂicjent
performance, rather than to graftand to ties of family, ctan, or region.

Some Relative Differences

But there are differences as well, some making the contemporary
task of moving mnto a successful take-off more difficult, others making
1t easier than 1n the past,

The most profound difficulty flows directly from a fact which
also . provides-the-most profoind cirrent advantage; namely, the
presently underdeveloped areas _have available to them an enormous
back-log of technology Wwhic]

hincludes the technologyof publichealth,
Maodern public health and medical techniques are extremely effective
and prompt in lowering death-rates; they require relatwely‘ low
capital outlays; and they meet relatively littie social and pol:tlc_al
resistance. Thus, the rates of population increase i the presently
underdeveloped areas are higher than those that generally obtained
in the stage of preconditions 1n the past.
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Historically, population rates of increase during the take-off
decades were generally under 1-5%, per annum. France was as low
as 05 %,; Germany, Japan, and Sweden, about 1 % Britain as high
as 1'49% only in the two decades preceding 1820. Nineteenth-
century United States (over 2:59%) and pre-1914 Russia (over
1-5 %) are the great exceptions; butin both cases these rates occurred
m societies rapidly expanding the area under cultivation. Aggre-
gated annual rates for the major underdeveloped regions of the
contemporary world are about as follows: Latn America, 2:5%,:;
South Asia, 1°5%,, the Middle Fast, 23%, the Far East, 1-89;
Africa, 1-7%,.

These higher rates of population increase impose a strain and
a challenge in both aggregative terms and, more narrowly, in terms
of the pace of the technological revolution in agriculture. Aggre-
gatively, if we take the marginal capitaifoutput ratio at, say, 3, then
an extra 3%, of natronal income must be invested sumply to counter
the margin of an extra 1%, increase in populatton. But given the
structure of consumption m these poor areas, the more significant
stram comes to rest on the problem of food supply, where a more
rapid diffuston of modern agricuttural techniques 1s required than
mn the past if the whole deveiopment process 1s not to risk frustration.

Politically and socially, the high rates of population increase
umpose stramn in other directions; for they raise the question of
chrontc unemployment or partial unempisyment. Unemployment
takes on a peculiar urgency, as a problem of policy, since the popula-
tions of these areas, notably their urban populatios; live in _é.msettiﬁg
of international communications which makes their frustration,
perhaps, more strongly feit than in comparable situations in the past.
The gap between extsung levels of consumption and, those which
might become possible—or which are thought to be possible=<is

extremely vivid; and a sense of the gap 1s spreading fast,

Finally, the Cold War, which constitutes a part of the international
setting of the trangitional process, affects its contours 1n various
ways. On the ofie hand, the pull and haul of Communist and non-
Communist secu;iﬁf interests tends to divert attention, talent, and

y from domestic tasks of development, in certam of
the areas, notably those located ¢lose upon the borders of the
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Communist bloc. On the other hand, the gg)lugrcal—drmensmns of
the Cold War heighten a sense of choice concermung the appropriate
political and social techmiques for modernization, raising m partwu!a_r
the question of whether the Communist method should be followed.
More than that, the existence of the international Communist
movement, with 1ts explicit objective of take-over within the under-
developed areas, draws some portion of the literate élite away from
the current tasks of development and creates a special dimension of
schism which s costty to the national effort.

7
Some Relatrve Advantages

But the contemporary transitional areas also enjoy two substantial
advantages which were not available, 1n equal degree, i the past,
First, the pool o of unapplied and relevagﬁtgchmlogyhls Jarger than
1t-has-eves been. Second, mternational aid nlgt}e form of techmcg,l
assistance, soft loans F/gmnts—lﬁm[” &fﬁg_ﬂowsdﬁunpjus food and
ﬁbres—are a unique-feature-of-the.modern_scene. In the past, of
course, transitional nations could come into the private international
capital markets to float bonds, notably for the building of social
overhead capitai; and 1t was not unknown for them to soften therr
loans by the somewhat crude device of default. But changes in the
structure of the markets, combined with the inherent nstability of
their situation, have to a degree diminshed the conventional flows
of private capital for social overhead purposes. The willingness of
the governments of industrialized nations to contemplate enlarged
soft loans and grants constitutes, thus, a2 potential compensation
for the diversionary and disruptive consequences of the Cold War,

THREE MAJOR IMPLICATIONS FOR POLICY

While the relative difficuities faced by contemporary transitional
nations are pressing hard upon them, the relative advantages are
being only indifferently exploited. Specifically, this rough balance-
sheet suggests three broad areas for concerted action, if the transi-
tional nations are to move through the preconditions and take-off
while maintaning the possibility of a progressively more democratic
political and social development.

First, the potentia_lit?g:_s,_(,_)_f known technology capable of raising
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of a M must be brought to bear more
purposefully and rapldly than at present. Although, evidently, the
earliest possible decline 1n birth-rates would ease the development

process, the known potentialities of irngation, ( chemrcai fertlhzers -

and improved. seeds-are—capable .of providing for. some time an
increase 1n food consumption per head, even in the face of current
rates of population mcrease. The limitation Hes mamly in the size
and competence of the pooi of te¢hnicians. willing-and able to go
mito the countryside to demonstrate patiently the advantages of the

newer methods. The danger to the level of welfare 111 CONtCMPOTALY. -

transitional societres does not lie m any inherent tendency for the
acceleration of investment to constrain consumption; for the tricks
of agricultural productivity are highly productive and prompt m
their effect. The danger lies in the sluggrshness of the leadership
in facing squarely the problem of agricultural productivity and
organizing the human and material resources necessary to accelerate
the diffusion of well-known techniques.

Second, the potentiali f external assmtance Tust be organized
on an enlarged-and;esp v, o0 d more “Stable basts, With current
Tevels of population increase and current levels of both domestic
capital formation and external aid, an mcrease of the order of some
$4 billion mn annual external aid would be required to lifc all of
Asna, the Middle East, Africa, and Latin Amernca mto regular
growth, at an increase of per caprtu mcome of, say, 1:5%, per annum.
In many areas the preconditions progess 13 not-sufficiently advanced
to permit external capiral to be productlvely absorbed.on.the scale
implicit in_such .an_aggregative. estimate.* Realistic figures for
ncreased international aid are lower, What s clear 1s that the present
level of external assistance 1s substantally nadequate to the task
of out-racing the rate of population mcrease m many key regions
where capital might be productively absorbed. But even mote
important than the question of enlarged scale 1s the issue of con-
tinuity of aid. The analysis of the preconditions process 1n chapter 3
emphasized the crucial importance of the political decision within
a transitional society to focus a high proportion of energy, talents,

* For the calculations 2nd assumptions yielding this estimate see M. F. Millikan and.
W. W. Rostow, A Propesal (New York, 1957).
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and resources on domestic development as opposef Iternative
expressions of nationalism. If the local political leader$ite to commit
their fortunes to this course, they must do so with the maximuin
corifidence that-over their-horizon of policy=niakifig (say, fiveyears)

they can know that 4 Feasonable Tevel of assistatice will be sustained.”
Absorptive capacity itself is, m large part, a product of the extent
to which governments mobilize therr own resources arcund the
development problem. Thus, the amount of capital productively
absorbable in transitional societies partially depends on the scale
and continuity of the offer of external assistance.

In the end, however, the task of development must be done by
those on the spot. The non- -Communist litétate élites il these
transitional socictics bear a heavy responsibility for the future of
their peoples They have the right to expect the world of advanced
democracies to help on an enlarged scale, with greater continuity;
but it is they who must overcome the difficulties posed by the rapid
diffusion of modern medicine, and ensure that the humane decision
to save lives does not lead to an mhumane soctety. It 15 they who
must focus therr minds on the tasks of development, despite the

temptations to press natlonalism m other directions and to surrender
to the distractions of ihe Cold-Was. -Tt1stheéy who, havitig helped
achieve independence, under the banners of human freedom, appeai-
ing to those values 1n the West which they share, must now accept a
large part of the responsibility for making those values come to life,
n terms of their own societies and cultures, as they complete the
preconditions and launch themselves into self-sustamed growth.
The upshot for those who live 1n contemporary transitional

socmnes 1s clearly not pre-determuned either by ‘_ct}e patterns of

. S

balance of tti¢ Cold War. The hlstoncal | stage at which their soc1ct1es
stand, the po ‘pf unapplied and relevant technology, and the world
setting in which they find themselves set the limits and the possi-
bilities of their problems. But like other peoples at great moments
of deciston, their fate still lies substantially within their own hands.
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CHAPTER 10

MARXISM, COMMUNISM, AND THE
STAGES-OF-GROWTH

This final chapter considers how the stages-of-growth analysis com-
pares with Marsism; for, in its essence, Marxism 15 also a theory
of how traditional societies came to build compound interest 1nto

therr structures by learming the tricks of modern mndustral techno-

logy; and of the stages that will follow until they reach that ultimate
stage of affluence which, in Marx’s view, was not Socialism, under the

dictatorship of the proletariat, but true Commo_“_gfﬁ.’j&s against
our stages—the traditional society; the preconditions; take-off;
maturity; and high mass-consumption—we are setting, then, Marx's
feudalism ;. bourgeois caputalism; Soctalism; and Comimunism.

We shall proceed by first summrr@‘fh“‘esséﬂc “of Marx's
propositions. We shall then note the similarities between his analysis
and the stages-of-growth; and the differences between the two
systems of thought, stage by stage. This will provide a way of
defining the status and meantng of Marxism, as seen from the per-
spective of the stages-of-growth sequence. Finally, we shall look
briefly at the evolution of Marxist thought and Commumst policy,
from Lenm forward; and draw some conclusions.

THE SEVEN MARXIST PROPOSITIONS
Marx1st thought can be summarized in seven propositions as follows

are a funcnon of_hos hgw the economic process is conducted And
basically, the political, social and cultural behaviour of men is a func-
tion of their econemuc interests. All that follows in Marx dertves
from this proposition until the stage of Communism 1s reached,
when the burden of scarcity 1s to be lifted from men and their other

more humane motives and aspirations come to dominance.*

* The exact form of the function relating economuc imterest to RON-cCONOMIC Deha-
VIOUT Varies in Marx’s writings and in the subscquent Marxist literature, Much 1n the
origimal tex¢ts—and vireually all ¢he operational conclusions derived from them—depend

145

F.il




Second, history moves forward by a_series gf‘__‘claé’isr Stfuggles, 1n
which men assert their mevitably co_nﬂicting.wecong_rrjf%_‘;;ptgtests m
a setting of scaraity.

Third,. feudal societies—in our phrase, tradinional societies*—
were destroyed because they permrtited to grow .up. within their
framework-a-middle-class, whose economuc mterests depended on
the expansion of trade and mogern manufactures; for this middle
class successfully contended aganst the traditional society and suc-
ceeded in imposing a new political, social, and cultural superstructure,
conducive to the purswt of profit by those who commanded the new
modern means of production.

Fourth, similarly, capiralist industral socreties would, Marx pre-
dicted, create the conditions for their destruction because of two
inherent characteristics: because they created a mainly-unskilfed
working-foree, to which they continued to allocate only a mimmum.
survival real wage; and because the pursuit of profit would fead
to a progressive Enlargement of industrial capacity, leading to a
competitive-struggle for markets, since the purchasmng power of
labour would be an madequate source of demand for potential output.

Fifth, this mnate contradiction of capitalism—relatively stagnant
real wages for labourand the build=up of pressure tofind markets for ex-
panding capacity—would produce the following specific mechansm

on a simple and direct function relating economic interest to social and political bena-
viour. In some parts of the Marxst literature, however, the function 15 deveioped in a
more sophisticated form. Non-economic behaviour 1s seen 4s related not immediately
and directly to economic self-ifiterest buf fa-thesideotogy~and-toviliies of class. Since,
Howéver; cluss mterests—amd | l'd'e'agﬁrsare presented as, essentially, a function of the
techimques of production and the social relationships arising from them, this indirect
formuiation-vields much the same results as the more primitive statement of connexion.
In the main stream of Marxist literatiire, Trof beginning to end, 1t 1s only m seeking,
protecting and enlarging. property and income that men are really serious. Finally, there
are a few passages m Marx—and more in Engels—which reveal 4 perception that human
behaviour 15 affected by motives which need not be related to or converge with cconomic
self-interest. This perception, if systematically claborated, would have altered radically
the whole flow of the Marxsst argument and its conciusions. Marx, Engels, and therr
successors have turned their backs on this perception, 1 ideologicai formulations;
although, as suggested later in this chapter, Lenm and his successors 11 Commumst
politics have acted vigorously on this perception.

* Marx’s concept of feudalism is.too restrictive to cover all the tradidonal societies,
a number of which did not develop a class of nobility, lifiked 1o the Crown, owning
large iracts of land. Marxist analyses of traditional China, for example, have been strained
on this point.
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of self-destruction: an increasmgly self-conscrous and assertive pro-
letariat goaded, at last, to seize the means of production 1n the face
of increasingty severe crises of unemployment. The seizure would be
made easier because, as the competition for markets mounted, in the
most mature stage of capitalism, monopolies would be formed ; and
the setting for transfer of ownership to the State would be created,

Sixth—this is a Leminist extension of Marxism—the mechanism

of capitalism’s downfall would consist not only n successive crises
of increasingly severe unemployment, but aiso in imperialist wars,
as the competition for trade and outlets for capital, induced by
markets madequate to capacity, fed on not only to monopolies but
also to a world-wide colomal struggle among the national monopalies
of the caprtalist world. The working class would thus sexze power
and ingtali socialismnotonlyina setting of chronic, severe unemploy-
_ment but also of disruption caused by imperalist wars, to which the
capitalist world would be driven 1n order to avoid unemployment
and to evade and divert the growing assertiveness of an mcreasmgly
mobilized and class-conscious proletariat, led and educated by the
Commumsts within 1ts ranks.

Seventh, once power 1s seized by the Socialist state, acting on
behalf of the industral proletariat—im the phiséealied the dictator-
ship of the proletariat'—production would be driven steadily forward,
without crises; and real income would expand to the point where
true Communism would become possible. This would happen because
Socialism would remove the mner contradictions of capitalism. Let

' higher phase

me quote Marx’s vision of the end of the process: ‘In a
of Commumst society, after the enslaving subord

dividuals under the division of labour, and therefore ais th
thests between mental and physical labour. has vanished; after labour,
from a mere means of life has.of itself become the prmme necessity of
life; after the productive resources have also mereased with the all-
rounddevelopmentof the individualandall the springs of co-operative
Wealth flow more abundantly-—only then can the narrow horizon of the
bourgeots law be fully left behind and society inscribe on its banners:
from each according to his ability, to each according to his needs.™*

* Quoted from *Critique of the Gotha Programme’, 1n J. Eaton, Political Economy
@ Marxsst Textbook {London, 1958), p. 187. '
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SIMILARITIES WITH STAGES-OF-GROWTH ANALYSIS

Now let us identify the broad similarities between Marx’s historical
sequence and the stages-of-growth analysis.

First, they are, both views of how whole societies_evolve, seen
from an economic perspective; both are explorations of the problems
and cogsequéﬁéég-"?dfjlﬁﬁaie socteties of building compound interest
into their habits and institutions.

Second, both accept the fact that economic change - has social,
political, and cultural.consequences; although the stages-of-growth
rejects the notion that the economy as a sector-of society—
and economic advantage as a human motive—are necessarily
dominant.

Third, both would accept the reality of group and class
interests in the poliucal and social process, linked to mterests
of economic advantage; although the stages-of-growth would
deny that they have been the unique determumng force m the
progression from traditional societies to the stage of high mass-

.consumption, T

Fourth, both would accept the reality of economic interests in
helping. determine the settng out of which certamn_wars. arose;
although the stages-of-growth would deny the primacy_of economic
interests and motives as an ultimate causc of war-making; and 1t
would relate economc factors and war in ways quite different from
those of Marx and Lenin.

Fifth, both would pose, 1n the end, the goal or the problem of
true affluence—of the time when, in Marx’s good phrase—labour
‘has of itself become the prime necessity of life’; although the
stages-of-growth has something more to say about the nature of
the choices available,

Sixth, 1n terms of economuc technique, both are based on sectoral
analyses of the growth process; although Marx confined himself to
consumption goods and capital goods sectors, while the stages-of-
growth are rooted in a more disaggregated anaiysis of leading sectors
which flows from a dynamic theory of production.
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CENTRAL THEMES OF STAGES-OF-GROWTH

With these two catalogues as background we can now isolate more
precisely and more positively how the stages-of-growth analysis
attempts, stage by stage, to deal with and to solve the problems with
which Marx wrestled, and to avoid what appear to be Marx’s basic
ErTOrS.

The first and most fundamental difference between the two.
analyses lies i the view taken of human motivation. Marx’s sy_sfem
18, like classical economics, a set of more or less sophisticated logical
deductions from the notion of profit maximuzation, if profit max-
tmization is extended to cover, loosely, economic advantage. The most
1mportant anakytic assertion 1n Marx’s writings 1s the assertion in the
Communist Manifestq_tllgt capitalism ‘left no Qtnerpexus__b_e_‘;wggﬁ
manand man than naked self-interest, than callous “ cash payment .

In the stages-of-growth sequence man is viewed as a More com-
plex.unit. He seeks, not merely economic advantage, but aiso power,
leisure, adventure, continuity_of experience and security; he is
concerned with his family, the familiar vaiues of his regional and
national culture, and a bit of fun down at the local. And beyond
these diverse homely attachments, man is also capable of being moved
by a sense of connexion with human beings everywhere, who, he
recognizes, share his essentially paradoxical condition. In short,
net human behaviour 1s seen not as an act of maximization, but as
an act of balancing aiternative and often conflicting human gbjectives
1 the face of the range of choices men perceive.to be open to them.

This notion of balance among aiternatives perceived to be open s,
of course, more complex and difficult thana simple maximization pro-
position; and it does not iead to a series of rigid, inevitable stages of -
history. Itleads to patterns of chorce made within the framework per-
mitted by the changing setting of society: a setting itself the product
both of objective real conditions and of the prior choices made by
men which help determine the current setting which men confront.*

* In the stages-of-growth some of the characteristics which have a persistent effect on
the whole sequence of growth are rooted in the traditional society and its cuiture, They
constitte an nitial condition for the growth process with consequences for a time-period
which transcends the sweep from the preconditions forward, Sec the author's British
Econary of the Nineteenth Century (Oxford, 1948}, chapter vi, especially pp. 128n.and 140.
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‘We shall not explore here the formal properties of such a dynamic
system; but it follows directly from this view of how individuals act
that the behaviour of societies is not uniquely determined by econo-
mic considerations. The sectors of a society interact : cultural, social,
and political forces, reflecting different facets of human beings, have
their own authentic, independent impact on the performance of
societies, including therr economic performance. Thus, the policy
of nations and the total performance of societies—like the behaviour
of individuals—represent acts of balance rather than a simple
maximzation procedure,

On this view 1t matters greatly how societies go about making
therr chotces and balances. Specifically, it follows that the central
phenomenon of the world of post-traditional societics 1s not the
economy—and whether 1t 15 captalist or not—it 1s the total pro-
cedure by which choices are made. The stages-of-growth would
reject as inaccurate Marx's powerful but pver-simplified assumption
that a soctety’s decisions are simply a function of who owns property.
For example, what Marx regards as capitalist societies at no stage,
even in their purest form, ever made all thest major decisions simply
m terms of the free-market mechamism and private advantage. In
Britamn, for example, even at the height of the drive to maturity-—
1 let us say the 1815-50 period, when the power of the industrial
capitalist was least dilute—in these years factory legislation was set
in motion; and after the vote was extended in the Second and Third
Reform Bills, the policy of the society was deternuned by a balance
between 1nterests of profit and relative utility maximization on the
one hand, and, on the other, interests of welfare as made effectve
on a “one man one vote’ basis through the political process. Capital-
1sm, which 1s the centreofMarx’s account of the post-feudal phase,
, 15 thus an madequate analytic_basis to account for the performangce
of Western societies. One must ook dirégﬂy at the full mechanism
‘ “of chotce among alternative policiesyinciuding the political process—

and, indeed, the social and religious processes—as mdependent
arenas for making decisions and choices,

To be more concrete, nothing in Marx’s analysis can explain how
arid why the landed mnterests 1n the end accepted rhe-Reform Bill
of 1832, or why the cap:@ﬁ'@ggggted ﬂle‘_}?foﬁ}”ff_‘?i}f?,i!}i"ﬁ‘?f tax,
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or the welfare state; for 1t 15 absolutely essential to Marxism that it
is over propeérty that men fight and die. In fact one must explam such
phenomena with reference to a sense of commitment to the nationai
community and to the principles of the individualist-utilitarian
creed that transcended mere profit advantage. Similarly, nothing
mn Marx7s analysis explains the patient acceptance of the frame-
work of private caprtalism by the working class, when joined to the
democratic political process, despite continued disparities in tncome.

Marx-—and Hegel--were correct in asserting that history moves
forward by the clash of conflicting interests and outlooks; but the
outcome of conflict 1 a regularly growing sociéi}_i;_ﬁkely to be
governed by ultimate considerations of communal continuity which
a Boston lawyer, Charles Curtis—old m the ways of advocacy and
compromise—recently put as follows:

I suggest [he said] that things get done gradually only berween opposing
forces. There 15 no such thing as self-restraint i people. What looks like
it 15 1ndecision.. . . It may be that truth 15 best sought in the market of
free speech, but the best decisions are neither bought nor sold. They are
the result of disagreement, where the last word 1s not ‘I admit you're
nght’, but ‘I’ve got to live with the son of a bitch, havent I’ *

This ultimate human solvent, Karl Marx—a lonely man, profoundly
1solated from his fellows--never understood. He regarded it,
fact, as cowardice and betrayal, not the mummum condition for
organized social life, any time, anywhere,

And, as developed in chapter 8, a stmple analysis of war, 1n terms
of economic advantage, breaks down 1n tie face of a consideration
of the different.types of armed-conflict and how they actually came
about, I\Ight_%gr_l\alism—and all that goes with 1t in terms mw;r; )
seggil}]iht and public policy—is a hangover from the world_of tradi-
tional societes:p——"""" T

* C. ;tlsﬁ,\A Conmonplace Book (New York, 1957}, pp. 112-13.

+ This theme is deveioped by Schumpeter m his writings about Marx and in his essay
on Imperialism (J. Schumpeter, imperialism (ed. B. Hosclitz, Meridian Books, New
York, 1955), especially pp. 64f1.; and Ten Great Economsts (London, 1952), especially
pp- 26 and 61ff.). Whereas Schumpeter emphasized the persistence of irrational and

romantic nationalist attrtudes, the present an: 1e TwWo otf

) i s would underline two other factors.
FEirst, tne roie of certan.groups and attitudg ed_from. the-traditionat suTicty, m the
growth process itself. Second, the structural fact that, once pational sovercignty was
zceepted as a rule of the world arena, nations found__thcrnsel\;é;:k”‘:';ﬁ‘jim. MB"QSL

mcs_c_apalzl_eﬂprl_iggg?lisnc struggle for power which did have eiements of rationality.
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One need look no farther than the primacy colomal peoples give
to independence over economic development, or the hot emotions
Arab politicians can generate in the street crowds, to know that
economic advantage 1s an msufficient basis for explaining political
behaviour; and all of modern history sustains the view that what
we niow see about us in Asia, the Middle East, and Africa 15 typical
of human experience, when confronted with the choices faced in
transitional societies.

Thus, the account of the break-up of traditional socteties offered
herg 15 based on the _convergence of motlves of _privs “roﬁt n the
modern sectors wlth a new sense of affronted nationhood. And other
forces piay their part as well, for example the simple perception
that children need not die so young or live their lives 1 illiteracy:
a sense of enlarged human horizons, mndependent of both profit and
national dignity. And when mdependence or modern nationhood
are at last attained, there 1s no simple, automatic switch to a domi-
nance of the profit motive and economtc and social progress. On
the contrary there 1s a searching chowce and problem of balance

further concentraunngﬁpgwcmnmﬁ_cs_f_l_tze ased tothere e Iegio 6
and economic growth.

Then, indeed, when these cheices are at last sorted out, and pro-
gress has gripped the society, history has decreed generally a long
phase when .economuc growth lS _the dominant_but not exclusive

activity: the take-off and the sixty years or so of extending ; modern
techmques It1sn the drive to nﬁﬁinty that societies have behaved
1 the most_Marxist way, but each mn terms of its own culture,
soctal structure andWmal process; for growing societies, even
growing capitalist socteties, have differed radlcally in these respects.
There has been no untform ‘superstructure’ m growing societies.
On the contrary, the differing nature of the *superstructures’ has
strongly affected the patterns which economic growth assumed.
And even 1n the drive to maturity we must be careful not to identify
what was done—the energetic extension of modern technique—
with a too- simple hypothests about human motivation. We know

mn fact tend substantzal]y to set aside other objectives and clear
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the way for actwvities which would, within human and resource
and other societal” restraints, aximi ize the rate of growth. But
this 15 not to say that the profit motive itself was dominant, It
certainly played a part. But in the United States after the Civil
War, for example (perhaps the most materalist phase of any capital-
1st society, superﬁcnally examined), men did the things necessary to
industrialize a” great,-nich-continent, not merely to make money,
but because power, adventure, challenge, and social prestige were
all to be found mn the market-place of a society where Chiirch and
State were relatively unimportant. The game of expansion and
monev—making was rewarding at this stage, not merely i terms of
money, but in terms of the full range of human mottves and aspira-
tions. How, otherwise, can one explain the ardent striving of men

“Tong after they made more morey than they or their children could

concevably use? And similar modificanons m the Marxist view of
human motivation would be required in an accurate zccount of the
German, Japanese, Swedish, French, British, and—indeed—the
Russian drives to maturity,

At this stage we come, of course, to Marx's familiar techmical
errors: his implicit-Malthustan-theory of population, and his theory
of stagnant real wages.

It 1s an old game to point out that, 1n fact, population did not so.
move as to mamntan a reserve army of unemployed, and that the
workings of compenuve apitals Ided not stagnant real wages.
but rising real wages. Robinson and Kaldor have recently, for
example, emphasnzed these deep flaws 1n Marx’s economics.* And
indeed they are, i formal terms, quite technical errors n judging
how the econormic.process would operatg. But they are more. They
directly reflect Marx’s basic proposition about societies ; for neither
political._power, . social_power, nor, even, economic power neatly
followed the fact that property.was.privately owned. Competition
did not give way_to_monopoly; and competition, even imperfect,
permutted. wages. to approximate net margmal value product; and
this techmcal aspect of the market _mechanism was buttressed by
an acceptance of trade unions by the society and by a growing set

* Joan Robinson, Marx, Marsaall, and Keynes(Delhi, 1955); and N. Kaldor, ‘A Model
of Economic Growth » Economic Journal, Decemuer 1957, especially pp. 618-z1.
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of political interventions allowed and encouraged by the democratic
polit_ical process. Moreover, the fact of mass progress itself, ruled
out m Marx’s analysis,-made men rethink the calculus of having
children; and it yielded a non-Malthusian check on the birth-rate:
a check based not on poverty and disease but on progress itself.
Think here not only of the clder cases of declining birth-rates 1n
history but of the radical fall in the birth-rate in resurgent fapan
and Ttaly of the 1950's.

~ And so, when compound interest took hold, progress was shared
between capitaland labour; the struggle between classes was softened ;
and when maturity was reached they did not face a caiééi{iémic
1mpasse. They faced, merely, a new set of choices; that 15, the
balance between the welfare state; high mass-consumption; and a
surge of asserhiveness on the world scene.

Thus, compound-interest-and-the choices 1t progressively opened
up by rasing the average level of real mncom Omes 2
independent varable in the _squges—of—growthi whereas, in Marx’s
thicory, compound interest appears i the p

ing p;oﬁtsfe&pab}rmlyﬁftenrgmstrﬂm{t&mﬁngheapffi'fféf living,
/ﬁnusable: capacity, and war. Put another way, the income-~gtasticiry
1 _ _demaud is a living force in the stages-of-growth analysis; wheyeas

virtually ruled out tn Marx’s powerful simplifications
italtsmrtmving an alleged

Now
built-in tendency for profits to decline, causes monopolies to rise,
and crises to become progressively more severe, and leads to a
desperate competitive mternational struggle for markets, and to
wars.

First, the question of industrial_concentration. Here we would
merely assert that the evidence in the United States, at ieast, in no
way suggests that the degree of concentration has increased signifi-
cantly in, say, the last fifty years. And where 1t has increased it has
done so more on the basis of the economues of large-scale research
and development than because the market environment has been
too weak to sustain small firms. And I doubt that the story would
be very different 1n other mature societies of the West. Moreover,
where concgntrations of economic power have persisted, they have
been forced to operate increasingly on terms set by the political
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process rather than merely the maximization procedures of the
market-place tself.

Second, the question of increasingly severe crises. Down to 1914
there 1s no evidence whatsoever that the amplitude of cycles n
unerployment wereased. On the contrary, the evidence 1s of a
remarkable uniformuty 1n the cycles of the mmneteenth century,
whether viewed mn terms of such statistics of unemployment as we
fhave, or n terms of years of increasing and decreasing economic
activity. There was, of course, the unique depression of the 1930’s.
But, if the view developed in chapter 6 is correct, the relative inter-
war stagnation in Western Europe was due not to Jong-run dimimsh-
ing returns but to the failure of Wesiern Enrope to create a setting
1 which 1ts national societies moved promptly into the age of high
mass-consumption, vielding new leading sectors. And this failure,
in turn, was due mainly to a failure to create imtial full employment
1n the post-1g20 setting of the terms of trade. Simiiarly the pro-
tracted depression of the United States m the 1930°s was due not
to long-runt diminishing returns, but to a failure to create an initial
renewed setting of full empioyment, through public policy, which
would have permitted the new leading sectors of suburban housing,
the diffusion of automobiles, durable consumers’ goods and services
to roll forward beyond 1929.

There 15 every reason to believe, looking at the sensttivity of the
political process te-even small pockets of unemployment in modern
democratic societies, that the siuggish and tmid policies of the
1920’s and 1930’s with respect to.the level of employment.will no
longer-be-tolerated. inWestern-societies.  And now the technical
tricks of that trade—due to the Keynesian revolution—are widely
understood. It should not be forgotten that Keynes set himself the
task of defeating Marx’s prognosis about the course of unemployment
under capitalism; and he largely succeeded.

As for that old classica! devil ¢ dimunishing returns '—which Marx
took over in the form of his assumption of the declining level of
profits—we cannot be dogmatic over the very long run; but the
scale and pace of scientific enterprise in the modern world (which, as
a sector, 1s at a rapid growth-stage) make 1t unlikely rhat we will
lack things to do productively if people prefer productive actvity
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to Ie_lsure. Besides, societies have 1t open to them, if they wish to
continue the streruous life, to follow the American lead and re-
umpose a Malthusian surge of population, when they get bored with
gadgets.

Finally, the question of mature capitalism’s.dependence on colo-

nies. Here we need only note that, while colontalism 1s virtually
"dead, capltahsm n the Western Hemisphere, Western Furope and
]apan 1s enjoying an extraordinary surge of growth. It is perfectiy
evident that, whatever the economic troubles of the capitalist
socteties, they do not stem primarily from a dependence on imperial-
1sm, Ifanything, their vuinerability now dertves from an unwilling-
ness to concern themselves sufficiently with—and to allocate adequate
resources to—the world of underdeveloped nations. Domestic
demand 1s not so mnadequate as to force attention outward: it 18 too
strong to make 1t possible for governments to mobilize adequate
resources for external affairs. The current hope of Commumsm
lies not 1 the explotation. of confusion and _crises _brought on by
a..compulsive struggle to unload. orts, but from an_ excessive
absorption of the.capitalist world w1th the attractions of domestic
markets,
7 This brings us to a comparison between Marx’s view. of Commun-
1sm and the stage beyond.mass consumption in the stages-of-growth.
On this 1ssue Marx was a mneteenth-century romantic. He looked
to men, having overcome scarcity, permitting their better natures
to flower; to work for the joy of personal expression m a setting
where affluence had-removed the need and temptation for avarice.
This 1s mdeed a decent and legmmate ‘lope; an aspiration; and,
even, a possibility. But, as suggested towards the end of chapter 6,
1t 15 not the only alternative. There are babies and boredom, the
development-of new 1mner human frontiers, outer space and trivial
pleasures—or, maybe, destruction, if the dovil makes work for idle
hands. But while this is man’s ultimate economic problem, if all
goesr-\}vel], it 1s a problem that we of this generation can set aside,
to a degree, given the agenda that faces us 1 a world of nuclear
weapons and In the face of the task of making a peaceful world
community that will embrace the older and newer nations which
have learned the tricks of growth.
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MARX IN PERSPECTIVE
What can we say about Marx, then, i the light of the stages-of-
growth analysis? Where does he fit?
Intellectually he brought together two sets of tools: an Hegelian
view of the dynamics of history, and a generalized version of profit
maximization (as well as vartous substantive propositions) from the

~world-ef-the classical economists.

He applied this kit-bag to what he could perceive of one historical
case: the case of the British take-off and drive to maturity; and he
generalized and pr()]ected d his result. His whole system was fully
formed by 1848, when heand Engels wrote the Commuanist Manifesto;
that 1s, 1t was formed before any other soclety except Britamn had
experienced the take-off. And although Marx commented ad hoc
over the years on various short-rui aspects of the French, German,
and American cases—and was personalmﬁl the political
events of France and Germany—it was the British Industrial Revo-
fution and what followed the take-off in Britmin that shaped his
categorics. Nothing really important i Marx post-dates 1848.

-Now, as we have seen, the British case of transition was unique
in the sense that 1t appeared to have been brought about by the
1nf nal dynamlcs of a smgle society, w1th0ut external intervention,;

mdustrlal middle class, which Urogresswelv trmsformed the polltlcs
sébLa{ “structure, and values..of the_society, notably in_the three
decades after Watertoo. The French, German and American cases
were not distinctive enough, at teast in Marx’s time, and within his
understanding, to force him to revise his categories; Japan he did
not study or mcorporate tn his system; Russia made him shudder,
at least until late i life, when the Russian wntellectuals began to
take him seriously; and, like the parochiai intellectual of Western
Europe he was, the prospects i Asia and Africa were mamly beyond
his ken, dealt with almost wholly i the context of British policy
rather than i terms of their own problems of modermzation.®

# 1. Berlin, Karl Marx (London, 1956 edition), pp. 254-8. Marx did, however, make
some interesting ad hoc observations on India and China, m writing as a ]ournallst about
PBritish policy i the Opium Wars and the Indian Mutiny.
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A concentration on the British case permitted a much sumpier
concept of the transition period and of the take-off than our con-
temporary range of historical knowledge would allow. Marx, general-
1zmng his msights about Britain, could stick with the middle class

and the profit motive. The role of reactive nationalism in-transform-.

1ng a traditional society and the- problenof thoice, faced when a
modern mndependent state was created could be 1gn0red '

In short, Marx belongs among the whole range of men of the
West, who, n different ways, reacted agawnst the social and human

costs of the dl‘lVE e to maturltv and sought a better and more humane

monic egmsm’ * by an identification with the underdog and a hatred
of those who were _top- dog, but also dlsmplmecl to a degree by a
passion to be scncntiﬁc rather than sentimental, Marx created
his remarkable system: a system full of ﬂm but full aiso of legiti-
mate_partial.insights, a great for alucontrlbutlon to soc1al science,
a monstrous guide to public poli T
One failure of Marx's system began to be revealed before he died;

and he did not know how to cope with it. Some believe that hlS
mner recogrution of this failure is responsible for the fact that Das
Kapital 1s an unﬁmshed book. The failure took the form of the

e
were 1nchned 10 accept ; amehoratlve 1mpr0vements aCCEPT the térms
of democratic.capitalism_rather than concentrate thewr efforts on

the ultimate bloody show-down, tihe seizure of property and 1ts

turn-gver to a State which somehow, w1 Marx’s view, the workers
mught then control. The First Internattonal which he formed and
ted disintegrated in the carly 1870’s, the union leaders turning thewr
backs on Marx and seeking graduat reform within their own societies.

And so Marx—and Engels too—ended with a somewhat disabused
view of the mdustrial worker on whom they counted so much to
make therr dialectic come true: the worker was content with a bit of
fairly regular progress; a sense that things were getting better for
himself and his children; a sense that, by and large, he was getting
a fair share from the lay-out of society as a whole; a willingness

* C. J. S. Sprigge, Karl Mare (London, 1938), p. 27.
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to fight for what he wanted within the rules of polirical democracy,
under a regume of private property ownership; a tendency to identify
himself with his national society rather than with the abstract world
of allegedly down-trodden industrial workers everywhere; a willing-
ness, despite conflict and nequity, to live with his fellow-men
rather than to conspire to kill them. And that 15 where the story
of Lenm and modern Commumism begins.

THE EVOLUTION OF MODERN COMMUNISM

For modern Commumsm has been bult directlv on an effort to
deal with the problems which Marx did not solve or solved incor-
rectly, both as a theorist and as a practising revolutionary politician.
Modern Commurusm 1s shaped, 1n a guite c concrete way, by Marx’s
errors and failures. Lemin had to deal with a world of workers as
they were; and of peasants, whom Marx regarded as cloddish, and
set aside in a few perfunctory phrases; a world where competitive
nationalism was a powerful force; and a world ar war. Marx dis-
banded the First International rather than wrestle with reality;
Lenin staved in the game of politics and power as he found it.
How did Lenin proceed? His first and most fundamental decision
was to pursue pol1t1cal power despite the fact that the majority of
the Russian industrial workm'_l class was unwilling to support a

revolutionary it_tﬂe_mpt 1o seize power. Tenin’s patnphlet, What 1s
to be Done? published in 1goz, 1s the true origin of modern Commu-
msm. He asserted there thatif the Ru_sfgan workers were unprepared
to fulfil therr historic Marxist destiny—as they evidently were—
the Communist Party would make them fulfil that desuny. The
Commumst Party would not work as a fraction of the Socialist
movement, as the Communist Manifesto counselled. It would form
1tself as a separate party, a conspiratorial élite, and seek power on
a minotity basis, in the name of the proletariat, ‘swimmung against
the stream of history’

Lenin decided, in short, to fulfil Marx’s prophecy despite the
failure of Marx’s prediction. From the beginning to the present—
from the pre-rgr4 split of the Socialist movement in Russia to the
stand 1 1956 of the Budapest workers and Moscow’s continued
unwillingness to contemplate free elections even 1n societies where

159

an




Marzism, Communism, and the stages-of-growth

the capitalist and large landowner are fully liquidated—this 1s the
dead rat at the bottom of Communist thought and practice: the
industrial worker has not thought and behaved as, in theory, he
should.

Lenin’s second decision followed directly from the first; and that
was to setze power in Russia, m the confusion following the March
1917 revolaton; evem though by Marxist standards backward Russia
was historically “unripe’ for Socialism. For a little while, the truer
Marxsts in Lenin’s camp comforted themselves with the hope that
Germany—an historically * ripe” society—would also go Communist,
after the First World War, and thus create a whole Commumst area
within which Russian historical backwardness could be subsumed.
But that hope was lost; and Lemmn proceeded on the basis of
Communism in one country well before Stalin created the phrase.

Third, in the Kronstadt Revolt of March 1921, Lemin confirmed
the pattern of 190z and Noveriber rgr7-by using force to repress
the revolt of a probable majority within the Communist Party,
a majority which opposed the rapid emergence of a dictatoral state
apparatus. Lenin decided, after some soul-searching, to continue
to rule on the basis of a police-state dictatorship.

Fourth, in the 1930, Stalin, having cheerfully accepted the police-
state dlctatorshlp as the bamme radically altered the tone of
the society by introducing poweifal material incentives for those

willing to work effectively Within the orbit of the Communust state
and by supplementing Communist ideology with strong elements
of Great Russian nationalism, yielding revistons 1n everything from
soldier’s uniform to the content of history books, primary education,
and the approved pattern of family life.

Fifth, in the 1oth Party Congress of October 1952, but more
clearly after Stalin’s death, the direction of Communist expansion
was turned away from the advanced countries to the underdeveloped
areas, following Lemin’s prescription and, indeed, his practice. In
effect, Marx’s judgment about the sequence of history, and the
mevitable passage of mature capitalist societies to Socialism, was
abandoned in favour of the Lemmust formula, which remams
Khrushchev's guide 1n theory and in fact.

What has emerged, then, 15 a system of modern state organization
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based not on _economic determlmsm. but on political or power
determm1sm Tt 15 not the ownership of the means of | productmn
that decides everything, it i the control of the army, the police,
the courts, and the means of communication. Lemn and his succes-
sors have, in effect, turned Hegel back on his feet; and they have
nverted Marx. Fconomic determumsm did not work well for them;
but power determunism has, quite well, filled the gap. They have
operated .on the perception that, under certain circumstances 2
purposeful well- disciplined mmonty can seize political power m
a confused il-Gigaiiized s6eiety; once power. 1s seized, it can be
held with economy of force, if the Communsst élite mantains its
unity: and with power held, the resources of a society may- be
organized 1n such a way as to make the economy grow along lines
which consolidate and enlarge the power of the Communist élite.
The wrony n this story even extends to the nature of political
economy under Commumsm. In the history of modern Russia,
and in post-1945 Eastern Europe and Communist China as well,
one can find a quite good approximation to Marx’s tnaccurate
description of how the capitalist economy would work : wages are held
as pear the wron minimum as the need for incentives permlts profits
are ploughed back-1nte-investment-and-mikitary outlays on a large
scale; and the system 1s so structured that it would be fundamentally
endangered if the vast capacity that results were to be turned whole-
heartedly to the task of raising real wages. The difference between
Marx’s image of capitalism and Communist political economy 15, of
course, that the motive 1n the one case was to have been private profit;
in the other 1t 1s the mai ntenance and extension of the Elife’s power.”
Sumlarly, the polﬂcal dictatorship of the élite overthe ma]m‘ﬁy,
operating 1n terms of its own interests, is & fair-approximation of
what Marx believed to be the politicat-conformation.of capitatism,
where those with property ruled; but Marx’s automatic linking of
property-ownership and politieal-power_left a certain gap inthe.
mechanism of how power was exercised.* And this gap the Com-

* As Berlin points out {op. cit. p. 108), Bakumn perceived that, at bottom, Marx
was *a fananical state-worshipper '; and his whole performance as a revolutionary politi-
cian, with' ifs*ﬁﬁ"ﬂﬁoﬁﬁ?"éxercnse power personally or not at all, suggests that, in
similar circumstances, he would have bridged this theoretical gap, much as Lenin dld

although Marx clearly lacked Tenin’s tactical gifts.
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munists had to fill with the secret police, and the whole system of
constramnts and incentives which permit them to rule and to get
the performance they want from those whom they control.

But this version of Marx in Marx's name also has 1ts problems
and dilemmas, While power can be held with economy of force,
nationalism m Eastern Europe cannot be defeated and, within

Slmﬂarly, wh1le output can be mereased by Cornmumst tech—
mques, the movement to technologicai maturity creates aspirations
and levels of intellectual sophistication which also set up important
CIOSS-Strains.

Moreover, the Buddenbrooks’ dynamics moves on, generation by
generation; those who serzed power and used it to build an industrial
machine of great resource may be succeeded by men who, if that
machine cannot produce a dectsive international result, decide that
there are other and better objectives to be sought, both at home and
abroad.

In short, while Lemn and Stalin—and now Mao—have succeeded
I overconung the weaknesses in-Marx’s-analysis_of the historical
process, 1t does not follow that their techniques will prove to have
long-tun viability, Beth Marxism and modern Commumsm are
conceptions which set transcendent goals, independent of the tech-
mques used to achieve them; but the long lessen of history is that
the ends actually achieved are largely a function of the means used
to_pursue them,

COMMUNISM: A DISEASE OF THE TRANSITION
On the other hand, Communism as it 1s—a great fact of history—
cannot be disposed of merely by revealing its nature, its deceptions,
and its dilemmas. To identify the errors in Marxism and to demon-
strate the un-Marxist character of Communism 18 not a very impor-
tant achievement. The fact 15 that Communism as a technique of
power 1s a formidable force. Although it was an un-Marxist insight,
it was g-correct msight of Lemn’s that power could, under certamn
circumstances, be seized and-held by.a-purposeful minority prepared
--to.use a secret. police. Although it was an un-Marxist insight, it was
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a cotrect nsight that societtes in the transition from traditienal to
modern status are peculiarly vulnerable to such a serzure of power.

It 1s here, m fact, that Commumism 15 Jikely to find its place 1n
history. Recall agamn the analysis of chapter 3, where the pre-
conditions period is considered: a situation i which the society has
acquired a considerable stock of social overhead capital and modern
know-how, but 15 bedevilled not merely by the conflict between the
residual traditional elements and those who would modernize its
structure, but bedevilled as well by conflicts among those who would
move forward, but who cannot decide which of the-three roads to
take, and who lack the coherence and organization to move decisively
forward in any sustained direction.

It 15 1 such a setting of political and social confusion, before
the take-cff is achieved and consolidated politically and socially as
well ag economically, that the seizure of power by Communist con-
spiracy.is easiest; and 1t 18 1n such a setting that a centralized dictator-
ship may supply an essenual rechnical precondition for take-off and
a sustained drive to maturity ; an effective modern state orgamzation,

Remember, for example, what 1t was in Communism that atfracted
the Chinese intellectuals after the First World War. It was not its
Marxwst strain; for the Chinese Communists were—and have re-
mained—indifferent Marxists. It was not the Communist economic
performance; for the Russian economy was 1n poor shape in the early
1620’s. The Chinese intellectuals were drawn by Lenin’s techmque
of orgamization as a means to unify and control a vast, deeply divided
country. Both the Kuomintang and the Chinese Communists set
themselves up on the Leninist model; and this was understandable
in a transitional naton without an effective central government,
dominated, in fact, by regional warlords. (Incidentally, if the First
World War had not occurred-—or had occurred a decade later—Russia
would almost certainly have made a successful transition to moderni-
zation and rendered itself invulnerable to Communism. Communism
grpped Russia very nearly at the end of the phase when 1t was likely
to be vulnerable to the kind of cmsis which confronted 1t in 1917.)

Communism 15 by no means the only form of effective state
orgamzation that ¢an consolidate the preconditions 1n the transition
of a traditional soctety, launch a take-off, and drve a society to
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technological maturity. But it may be one way 1n which this difficult
Job can be done, if—and this still remams to be seen—if it can
solve the problem_of agricultural ontput in the take-off decades.
Communism takes its place, then, beside the regime of the Meiji
Restoration 1 Japan, and Ataturk’s Turkey, for example, as one
peculiarly mhumane form of political organization capable of
laurlcl'ling and sustaimng the growth process 1. societies where the
preconditions period did not yield 4 substantial and enterprising
commercial middle class and an adequate political consensus among
the leaders of the society. It is a kind of disease which can befall
a transitional sogiety if it fails to organize effectively those elements
within 1t which are prepared to get on with the Job of medermzation.
For those who would prefer to see the aspiring societies of the
world not follow this particular road to modernization—in Asia,
the Middle East, Africa, and Latin America—the Communist
techmque for mobilizing power and resources poses a formidable
problem, almost certainly what historians will judge the central
challenge of our time; that is, the challenge of creating, m assoctation
with the non-Communist politicians and peoples of the preconditions
and early take-off areas, a partnership which will see them through
mto sustained growth on a political and social basis which keeps
open the possibilities of progressive, democratic development,

A STATEMENT OF VALUES

Why 15 it that we want this resuit? What1s it in our view of men and of
life that reacts equally against Marx’s economic determinismand Com-
munism’s Hegelian power determinism, 1ts insistence that the correct
judgment of history by the Communist élite justifies any use of power
that €lite yudges necessary-te-fulfil history’s laws or its own interests?
The answer lies in the nature of how we define good and evil.
A colleague of mine, Professor Elting Morison of M.IT., speaking
1 another context, recently said :*
My own view of evil is this: it consists of the effort to.maintain a particular
end—for reasons of arder, logic, aesthetics, decency, for any reason at all
—by means that_deny men-the-opportunity to. take. into._account.the
mevitable alternatives posed by the diversity and paradox in their own

* E. E. Morson (ed.), The American Style, New York, 1958, p. 321.
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natures. The ends may be perverted—as to put Deutschland over all; or
ideal—as to make men noble; the means may be base—as with rack, pinion,
or caster oil; or bemugn—as to withhold from children the fact that geds
got drunk and told ribald anecdotes on Olympus—it makes no difference,
This [Morison goes on] 18 no onginal view. For our civilization, we
have agreed it was most memorably stated in the New Testament—with
its mtense concern for the reiationship of a man to himself and the next
man to him, with its distrust of logical system and uniform solutions, its
parables radiating off their ambiguous meanings, its biting conflicting
admonitions, and its mststence that wisdom 1s only wise if, as sttuations
change, what i1s wise also changes. Such a view of things appears to have
been 1n the minds of those who 1nvented democracy—which 15 a method
that m its Jooseness and disorder permits conflicting urges to work
themselves out, and the ends of paradox to be held in tolerable but
changing resolution. It does not prefigure the ends or final resuits. It
awaits the arrval of the new occastons before suppiving the new duties.

Something like Morison’s statement of creed lies at the heart of
all the Western societies, More than that, there 15 no major culture
—mcluding the Russian and Chinese—which does not, n its own
way, make allowance for. the umqueness and diversity of men, and
provide, in its structure and canons, for balance and for private
areas of retreat and expression.

Morison’s statement of the democratic creed can easily be trans-
lated into the terms of other cultures: 1t 15, broadly speaking, what
mest human beings would choose, if the choice were theirs.

But societies must do more than have a creed. They must solve
their problems. Democracy itself, when t works, is an extraordinary
exercise 1n balance between imposed discipline, self-discipline, and
private expression. If we and our children are to live m a setting
where something like the democratic creed 1s the basis of orgamza-
tion for most societies, mcluding our own, the problems of the tran-
sition from traditional to modern status in Asia, the Middle Fast,
and Africa—the problems posed by the creation of the preconditions
and the take-off—must be solved by means which leave open the
possibility of such a humane, balanced evolution.

It 1s here, then, that in 1959, writing 1n the democratic north,
the analysis of the stages-of-growth comes to an end: not with the
age of affluence; not with the automobile and hire purchase; not with

165



Marxism, Communzsm, and the stages-of-growth

the problem of secular spiritual stagnation ; not even with the United
States and its vast baby crop; but with the difemmas and worries of
the men 1 Djakarta, Rangoon, New Delhi, and XKarachi; the men
m Tehran, Baghdad, and Cairo; the men south of the desert too,
n Accra, Lagos, and Salisbury. For the fate of those of us who now
live 1n the stage of high mass-consumption 1s going to_be substan-
tially determuned by the nature of the preconditions process and
the take-off in distant natlons, processes which our societies exper-
enced well over a century ago, m less searching and difficult forms.

It will take an act of creative Imagination o understand what 1s
going forward 1n._these decisive-parts of the world; and to decide
what 1t 15 that we can and should do to play a useful part 1n those
distant processes. We would hope that the stages-of-growth analysis,
compressing and making a kind of loose order of modern historical
expenence may contribute a degree of ms1ght mto matters which

a knowledge of the many dwerse societies which have, in dlﬁerent
ways, orgamized themselves for growth without suppressing the
possibility. .of .human_ freedom will give us heart to go forward
with confidence. For 1n the end the lesson of all this 1s that the
tricks of growth are not all that difficult; they may seem so, at
moments of frustration and confusion 1n transitional societies; and
they seemed so when our own societies got stuck between maturity
and high mass-consumption, as they did between the wars.
But on one point Marx was right—and we share his view: the
_end of all this 1s not compound interest for ever; it 15 the adyenture
of seeing what man Lan and w111 do when the pressure of scarcity 1§

substant1ally hftedw_fr_ )

We ‘should fake economics seriously-—but not too seriously—
recalling always Keynes’s toast before the Royal Economic Society
in 1945: ‘I give you’, he said, ‘the toast of the Royal Economic
Society, of economics and economusts, who are the trustees not of
crvilization, but of the possibility of civilization.” And we should bear
this admonition 1n mind not only as an mjunction to hasten the day
when all can share the choices open in the stage of high mass-
consumption and beyond; but in the process of moving to that stage.
Billions of human beings must live 1 the world, if we preserve i,
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over the century or so until the age of high mass-consumption
becomes universal. They have the right to live their ime 1 civilized
settings, marked by a degree of respect for therr uniqueness and
thewr digity, marked by policies of balance in their societes, not
merely a compulsive obsession with statistics of production, and
with conformity to public goals defined by a co-optive élite. Man
15 a pluralistic being—a complex household, not a maximizing unie—
and he has the right to live m a pluralistic soctety.

Moreover, as an hypothesis of social science and a statement of
faith, the goais we achieve in history cannot be separated from the
means we use to achieve them. There may not be much civilization
left to save unless we of the democratic north face and deal with
the challenge implicit m the stages-of-growth, as they now stand
in the world, at the full stretch of our moral commitment, our
energy, and our resources.




APPENDIX

THE DIFFUSION OF THE
PRIVATE AUTOMOBILE

NOTES TO TABLE 3
The following sources are referred to below by abbrevited titles:
AF. and F. = Antomobile Facts and Figures 1958, Automobile Manufacturers Asso-
caation (Detroit, 1958).
Han!:lburch = Stateshisches Handbuch der Weltwirischaft (Berlin, 1936).
Jahrbuch = Sratsstiscnes Fakrouck fiir die Bundesrepublike Deutschland, 1953-8.
UNSY. = United Natsons Statisiscal Yearboor,
UNITED STATES
Scope: The figures mciude taxs.
Sources: xg40-5, Historscal Stanistics of the United States 1789-ro4s (1949);

1046-57, Statisitcal Abstract of the United States.
1958, A.F. and F. (adjusted).

Canapa—mciuding Newfoundland from 1049
Scope: The figures inciude commercial vehicles until 1921. The numver of commercial
vehicles then was 42,000, Taxis are included from 1931; there were 8,000 tn 1930,
Sources: 190456, Canada Yearbook,
1957, UN.S.Y.

France (inciuding Alsace-Lorrame from 1921}
Scope: The figures include commercial vans of under I-ton capacity, except from
951 to 1953.
Sources: 1904-10, 191433, Annuawre Statistique de iz France, 1936.
1913, Handbuch; 1934-36, Jahrbuch.
1937-56, UN.S.Y.
1957, A.F, and F.
GREAT BRITAIN
Scope: The figures for 1904-20 mclude Ireland. In 1921 there were 4,000 private
automobiles in Northern Ireiand.
Dates: 1904-20, 31 March; 1921, highest Quarter; rgz2-34, 193943, 31 August;
1935-8, 1946-58, September Quarter.
Sources: 1904-21, Moter Industry of Great Britamn, 1947 (Soctety of Motor Manufac-
turers, 1947).
192234, Statistcal Abstract for the United Kingdom.
1035-57, Annual Abstract of Stastics,
1658, Monthly Digest of Statsstics,
GERMANY

Scope: 191338, figures are for Germany within its various frontiers, but excluding
Austria i 1938. The figures include buses (28,000 in 1938).
193957, figures are for the area of the Bunaesrepublik, exciuding the Saar and West
Berlin.
Before 1954, duai-purpose vehicles were not separatety distinguished. From 1954,
when there were 33,000 dual-purpose vehicles, theyare inctuded with private cars.

168

Appendix

GERMANY (cont.)

Sources: 191336, Handbuch.
19378, Statestssches Fakrbuch fiir das Deutsche Resch.
1930-58, Jahrbuch.

ItaLy

Scope: The figures include taxis.
Sources: 1913, Handbuch,
1911-12, 191457, Annuario Statistico Iialiano, 1953-8.

Jaran

Scope: The series are especially discontinuous because no stugle source was available,
and because Japanese motor vehicles are not easy to classify. Motor-rickshaws are
exciuded until rg29. Midget cars, of which there were over half a million 1n 1955, are
excluded throughout. The major discontinuity 15 between 1935 and 1937. On the
1935 basis the 1937~8 figures of 60 and 59 thousand would perhaps have been
Ico-1I05 thousand.

Dates: 1913, 1920-25, 31 March; 191619, 192630, December; 1931-3, August;
1934~5, Octover; 193757, December.

Sources: 1913, 1920-23, Handbuch.

1915-19, Annugire Stanstigue de la France, 1936.

1926~30, League of Nations Statistical Yearsook.

1931-35, Mitsubishi Economic Research Unit: Japancse Trade and Indusiry (London,
1936).

1937-56, U.N.S.Y.

1957, A.F. and F. (adjusted).

Russia

Scope: From 1946 the figures are guesses, apparentiy originanng from American Auto-

mobile.

Dates: 1924-8, 19312, 1 January; 192930, October; 1933~41, December.

Sources: 1913—32, Handbuch.

1933-6, Motor Industry of Grear Britam.

1937-42, Automobile Focts and Figures, American Automobile Manufacturers
Association, Defrort,

1946-57, Jahrbuch.

NOTES TO TABLE 9

1. For scope of the automobile licensig figures, see Notes to Table 8.

2. Where the dates to which the licensing figures relate have varied, the population
figures used have been adjusted for this. Where the licensing dates used are consistent,
mid-year populations have been used throughout.

3. The sources for the population figures are generally the szme as for the licensing
figures. The 101338 figures for Japan are from K. Ohkawa, The Gromwtt Rate of the
Japancse Economy Since 1878 (Tokvo, 1957). Figures for post-war vears are generally
from Unired Nations Demographic Yearbook.

4. Wartime popuiation figures are seldom comparable with those for normat periods,
which are usually de facto or approximateiy de facte; and ratios of automobiles to
population sigaify very littie n wartime. Thus ratios are, in general, not indicated for
the years m which a country was invoived in one of the World Wars.

5. Some of the figures used for France, Germany, Japan and Russia in recent vears,
and for Italy and Japan vefore 1920, have been added or revised smee the charts were

drawn, -
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TABLE 8. Prrvate automobiles m use m certamn countries, 1goo—58

Appendix

(Thousands)
I
Usnited Great  Ger-
States  Canada France Britan many  Ttaly  Japan Russta
8 2
15
23
33 :
55 + 8
77 v 23 16
106 . . 23
140 2 32
194 3 41
300 5 48
458 9 54 53
619 22 72 14
002 36 88 17
1,190 54 [} 106 50 20 T 7
1,664 74 108 132 - 2z
2,332 95 - 139 23 .
3,308 128 142 21
4,727 204 110 17 I
5,555 277 78 7 3
6,679 342 110 24 4
8,132 400 135 187 . 31 6
9,212 4231 173 246* 61 34 8
10,704 462 217 3I5* 83 41 1o
13,253 513 266 384 100 54 12
13,436 574 352 474 132 57 15 7
17,440 640 453 58 175 85 a2r 7
10,221 736 541 o576 207 105 28% 8
20,142 821 043 778 208 119 15 8
21,308 921 758 877 351 144 47 9
23,060 ors 930 970 433 170 52 r*
22,073 1,047 1,100 1,042 501 183 56% 10
22,330 1,024% 1,252 1,076 523 186 64 Tr*
20,832 945 1,279 1,119 497 188 67 5
20,586 917 1,397 1,106 522 219 68 26
21,472 952 1,432 1,208 bys 236 76% 34
22,495 990 L477* 810 244 83 44
24,108 1,042 1,687 1,641 g6o 222 45
25,39% 1,103 1,721 1,708 1,126 271 6ot  G3*
25,167 1,160 1,818 1,044 1,300 289 50 83
zb,140 1,190 2,020 2,034* 713t =290
27,372 1,235 - 1,423 270 -
29,524 1,280 1,503 97 170
27,869 1,217 858 74 -
25913 1,194 718
25,466 - 755
25,601 1,160 . 1,487 . .
28,100 1,234 1,550 1,770* 150 26 150%
39,719 1,370 944 187 84 28
33,214 n497. 1,50 pobr  zig*  2rg 30
36,312 1,672% 1,520 2,131 352 267 36
40,185 1,057 2,258 516 342 43
42,525 2,068 1,600* 2,380 682 425 58 180
43,054 2,200 1,800 2,508 goo*  gIC 88 180
46,280 2,514 2,020 2,762 1,120 613 115 225
48,324 2,688  2,677* 3,100 1,303% 744 139 228
55,980 2,635 3016 3,526 1,663 By 153 350
54,004 3,187 3,477 3,888 2030 1051 181 400
55,603 3375 3,972 4,187 2,436 1,237 219 41§
56,645 4540 2,036 -
#* Change 1n series, + Major change 1n series.
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TABLE g, Privaie automobiles 1 use per million population,

Year
1000
1901
1902
1903
1904
1905
1906
1907
1908
190Q
1910
1911
1912
913
1914
1915
1916
1917
1918
1919
1926
1921
g2z
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
X933
1934
1935
14536
1937
19318
1939
1940
1941
1942
1943
1944
1045
1946
1047
1948
1949
D50
1951
1952
1953
1954
1955
1956
1957
1958

United
States

00

190

290

410
b0
920
1,240
1,610
2,E90
3,380
4,960
6,550
9,460
12,200
16,800
23,200
33,000
45,800
53,800
63,620
76,400
84,900
97,300
118,000
135,000
151,000
161,000
69,000
177,000
189,000
186,000
180,000
167,000
164,000
170,000
177,000
188,000
197,000
104,000
200,000
207,000
222,000

201,000
214,000
227,000
244,000
266,000
277,000
280,000
292,000
300,000
316,000
323,000
327,000
327,000

0 certam countries, 1900~58

Canada

86
roc
230
33e

FI10
1,320
3,020
4,930
7,130
9,420

104,000
106,000

100,000
109,000
117,000
124,000%
139,000
160,000
159,500
169,000
175,000
186,000
197,000
203,000

France
8o

r,370

2,290
2,710

3,460
4410
5,590
6,670
8,730
11,200
13,200
15,700
18,500
22,600
26,700
29,900
30,600
33,300
34,100

40,300
43,000
44,100
45,000

38,300

36,700
36,500

37,g00%
41,300
47,200
6z, 100%
69,300
79,300
8g,700

# Change 1n series,

Great

Britaan  Germany

220
410
oo
830
1,030
1,200
1,310
1,700
2,150
2,560
3,160

4,440
5,060%
7,320%
8,870
10,900
13,300
13,400
17,000
19,800
21,8c0
23,300
24,000
24,800
26,400
28,600
32,400
35,9¢0
30,100
42,100
43,600%

37,300%
40,600
49,500
43,800
46,100
48,600
51,100
56,100
62,800
71,100
48,100
83,600
90,300

+ Major change 1n series.
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740

10,200
12,100
14,300
16,600
19,000
17,800t

4,160

4,650%

7,480
10,7c0
14,100
18,500%
23,000
28,000%
33,100
40,600
47,300
56,300

Italy

400
48¢
580
610

1

87c

goo
1,070
1,390
1,460
2,160
2,650
2,980
3,570
4,170
4,460
4,490
4,510
5,200
5.560
5,700
3,160
6,250
6,610
6,710

3,240
4,020
4,730
5,750
h3re
9,010
10,800
12,500
15,500
18,200
21,700
25,500

Japan Russia

20

360
380
39¢

680
1,020
1,320
1,560
1,710
2,000
2,410

52

1,1007

oo
1,200
1,800

2,000
2,000

2
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