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SPECIAL ATTENTION TO THE READER

The material contalned herein 1is for the profes-
slonal education of officers of the naval service, The
frank remarks and personal opinlons are presented
with the understanding that they will not be quoted,
Under no circumstances will this material be released
to individuals or organizations other than active mem~
bers of the officer corps of the armed services, It
shall not be republished or quoted publicly, as a
whole or 1in part, without specific clearance in each
instance with both the author and the Naval War Col-
lege,

Naval War College Review was established in 1948
by the Chief of Naval Personnel in order that officers
of the service might receive some of the educational
benefits of the resident students at the Naval War
College, Distribution is in accordance with BUPERS
Instruction 1ss52.54 of 23 July 1958. It must he kept
in the possession of the subscriber, or other commis-
sioned officer and should be destroyed by burning when
no longer required,

The thoughts and opinions expressed in this pub-
lication are those of the author, and are not neces~
sarily those of the Navy Department or of the Naval
War College,.
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THE CALCULATED RISK IN STRATEGY

A lecture delivered
at the Naval War College
25 August 1960

by
Dr. R. Gordon Hoxie
1. Introduction

Officers and students of the Naval War College,
it was with especial pleasure and interest that I
accepted the invitation from the Chief of Staff to
address you on the arresting subject, "The Calculated
Risk in Strategy." From a personal point of view there
was the interest in visiting the Head of the Naval
Warfare Department, my good friend, Captain Brown
Taylor, with whom it was my pleasure to participate in
a seminar at the National War College a year ago.
There was, moreover, for me a particular interest in
the Naval War College itself since my own immediate
superior, Admiral Richard Lansing Conolly, U.S.N.
(Ret.) President of Long Island University, is, as
you all know, one of the distinguished graduates and
former president of the Naval War College, 4s a
student of the history of higher education as well as
a student of the history of military affairs, I
deemed it a very real privilege to come to your illus-
trious institution, with its nearly fourscore of years
of noteworthy service to education, to the science of
warfare, and to statesmanship,

At the highest levels the science of warfare and
statesmanship have always been inseparable. So, like-
wise, political and military strategy cannot be
dissociated, particularly in the challenges we face
and will continue to face with Communism, This, I
regret to say, has been better realized by the Com-
munists than by ourselves, In the course of this
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paper both political and military strategies will be
considered as they apply to the problem of a forward,
positive strategy. It is the thesis of this paper that
the calculated risk is essential to, a sine qua non
for, a victorious strategy in the challenge we face
with Communism and the Soviet Union, By calculated
risk, however, the emphasis is on calculation, on
decisions based upon logic, with substantial data for
the presupposition of probabilities of success, The
calculated risk is a far different thing than the
educated guess, It calls not upon hunches but upon the
logical reasoning from known phenomena,

During this unigue and interesting course in
which yon have been and are engaged in the fundamen-
tals of logical analysis you have already become
acquainted with a number of the methodologies and
terms and seen a comparison with the scientific method
in the physical as contrasted with the social sci-
ences, In political and military strategy we are
dealing with elements of both the physical and social
sciences, The fact that with all the logic and all the
scientific data there remain vagaries of political
life, of technological breakthroughs and other possi-
ble contingencies, means that we are dealing with
phenomena which cannot always be predicted. In brief,
the element of risk is present, But by the historical
examples contained in this paper and by an analysis
of the situation which we face, the lesson can be
clearly drawn as to the consequence of taking—or not
taking the calcunlated risk,

Time is itself an element in decision as to
whether the risk should be taken., Timely action,
Shakespeare so well reminds us, leads on to fortune
and success; failure to so act, to misfortune and,
indeed, disaster:

There is a tide in the affairs of men,

Which taken at the flood, leads on to fortune;
Omitted, all the voyage of their life

Is bound in shallows and in miseries,

2
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On such a full sea are we now afloat;
And we must take the current when it serves,
Or lose our ventures,

So also time, the strategic situation, and the climate
of opinion itself-~be it optimism or pessimism——
together have profound influence as to whether or not
the risk is—and should be—taken, As British Field
Marshal, Sir Douglas Haig expressed it on August 12,
1918, when, after four years of deadlock, the tide of
victory had begun to move measurably for the Allies,
"Risks which a month ago would have been criminal to
incur," Haig declared, "ought now to be incurred as a
duty."

2. Historical Examples of the Calculated Risk in
Political and Military Strategy

The United States was founded and successfully
brought into being on one of the most significant
calculated risks in history. When John Hancock affixed
his signature to the Declaration of Independence so
boldly that King George III could not mistake it, his
was the risk, along with that of his fellow compatri-
ots who signed the declaration, of literally placing
his neck in a hangman's noose,

A statistical comparison of the resources of
Great Britain as compared with the thirteen colonies
gave the colonies but slight chance of a successful
military and political revolt., Britain was the fore-
most industrial and naval power in the world, But the
astute aunthors ¢f the Declaration of Independence
reckoned with other factors—the unpopularity of the
war in England and the possibilities of gaining aid
from other nations. It was precisely for these reasons
that the Declaration was so written with its state-
ments of justification on the one hand and its crea-
tion of the image of a personal tyrant in George III
on the other,
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The political and military strategies of the
American Revolution were carried through with both
reason and daring, The final military campaign culmin-
ating at Yorktown, for example, contained the bold
ruse of a feint against New York, reinforced by false
dispatches, to hold Clinton's forces there, The tem-
porary ascendency of French sea power necessary for
this combined operation likewise involved the calcu-
lated risk. The political strategy of a separate peace
with Britain apart from France involved careful con-
sideration as well as firm decision., Such decision was
dramatized by John Jay smashing his clay pipe against
the fireplace as token of smashing the agreement with
the French, in view of the political intelligence as
regards British desires and French designs.,

The American Civil War was marked by less of the
calculated risk., Indeed, the failure to take it in
military strategy prolonged this tragic conflict. The
South had taken what it considered a calculated risk
in its very act of secession, Based upon past action,
particularly of the weak Buchanan goveranment, the
North would not strongly contest secession, Moreover,
the South counted upon substantial aid from abroad,
Here again the reasoning of the South was wrong. The
reasoning completely underestimated the skill and
leadership of Lincoln, Based upon past knowledge of
Lincoln there was little to suggest he would or could
rally the disunited North to fight the South in a
long, severe struggle, There was no evidence to indi-
cate he counld so skillfully deal with Britain and
France as to keep their neutrality. The South's polit-
ical and military judgment simply could not assess
President Lincoln, Here were the imponderables of
human personality, and the South failed to recognize
them,

On the other hand southern military successes,
like those of Stonewall Jackson, were characterized by
the calculated risk, something lacking in the strategy
of most of the northern generals, The failure of Meade

n
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to pursue and destroy Lee's army which huddled for
several days along the flooded Potomac, prolonged the
war by more than a year, Why did Meade, a good general
but not a great one, fail to follow up? On the one
hand his troops were weary after three days of des-
perate fighting, But on the other the awe in which Lee
was viewed by the northern commanders here saved the
Army of Northern Virginia, The risk existed not in
actuality but in Meade's mind. Weary and lacking in
the vigor, spirit, @len of the truly great, Meade did
not follow np his advantage. The simultaneous bold
strategy of Grant in the Vicksburg campaign was much
in contrast, as he cut himself off from his own supply
lines, divided and defeated his enemy,

World War II is replete with examples of and
also failures to take the calculated risk. On the
political side, Franklin D. Roosevelt took the educa-
ted guess rather than the calculated risk in his esti-
mates of Stalin as an ally. Roosevelt's last months
were marked by misgiving as the accumulated evidence
indicated Stalin's duplicity. A more astute student of
real politik, Winston Churchill, viewed the war in
terms of political as well as military objectives and
registered his distrust of the Russian bear,

On the military side the study of World War II
command decisions is in large measure a study of
taking or not taking the calculated risk, Hitler took
it in the invasion of Norway—the French and British
by contrast delayed and failed to act until it was too
late. The boldness Hitler showed here was itself in
contrast to his later indecision and, indeed, panic
under stress, The German army opposed the invasion,
having just had what it considered a narrow escape in
Poland. Indeed, the German general staff was trying to
talk Hitler out of opening an offensive against the
allies in France and was in no mood to contemplate
additional risks in Scandinavia, This fearfulness—as
Hitler viewed it—caused him to lose confidence in the
Army leadership—if he ever had it, by contrast to his
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own personal egotism, He excluded the Army High
Command almost entirely in the planning of the Norway
invasion, On the other hand, after the allies had
begun to land in the Narvik area, Hitler lost his
nerve and was on the verge of ordering the German
regiment there to withdraw into Sweden and there be
interned, The combined persuasion of the Army and
Armed Forces High Command finally dissuaded him.
Thereafter the stubborn German defense combined with
allied disasters in France saved the day, and the
allies withdrew.

As an isolated military operation the German
occupation of Norway was an outstanding success,
Carried out despite vastly superior British sea power,
it was, as Hitler expressed it, "not only bold, but
one of the sauciest undertakings in the history of
modern warfare.," It showed, and this is why I take the
time for detail upon it, the elements both of German
success and of subsequent defeat. Its success depended
upon daring and surprise combined with indecision and
lack of preparedness on the part of the enemy——
elements that won campaigns but not the war. The
Norway campaign also revealed two principal defects of
Hitler's personal leadership—his persistent meddling
in operational details and his losing his nerve in a
crisis. Hitler could scarcely understand—1let alone
pass—a course in logic.

The other principal enemy in World War II, Japan,
took its greatest calculated risk by its very decision
to go to war against the [United States, At first blush
the Japanese action might appear as supreme folly,
Indeed, as Rear Admiral Samuel Eliot Morison (USNR
Ret,}, spoke of the Pearl Harbor attack, "One can
search military history in vain for an operation more
fatal to the aggressor." Fatal as was the action
triggered by Pearl Harbor, there was reason, there was
calculated risk, in the Japanese decision for war,
They believed they could fight a limited war and then
negotiate with the United States, 0f course, their

6
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major error was to attack the United States at all
since their strategic objectives were in Southeast
Asia, The question might be asked, had they limited
their attack to British and Dutch territory in that
sector would the United States have intervened? The
Japanese believed so, They based much of their hope
for success on the situation in Europe. They believed
the United States would be unwilling to concentrate
substantial forces in the Pacific as long as the
European war was in doubt, Their plan failed to esti-
mate American reaction to Pearl Harbor, America's
refusal to fight a limited war—or Japan's inability

to limit it, In the final analysis Japan's decision

for war resulted from the conviction—based upon
United States' China policy and United States' economic
measures--that we were determined to reduce Japan to a
position of secondary importance, Granting this
premise, the calculated risk, tantamount in this
instance to sheer desperation, was justified., The
fault was in their false premise,

If time permitted—and perhaps some of these
may be referred to in the question period—we might
trace many other examples of the calculated risk in
World War II. Permit me to at least mention some of
these, One such instance was General MacArthur's
decision to withdraw to Bataan, One error-—one bridge
not blown or blown too soon, one road left unguarded—
might have imperiled the entire campaign. Yet we know
that this difficult maneuver proved worth-while, It
gave us four months of precious time, for it cost the
Japanese a campaign of that duration in a battle they
thought already won,

In general, so far as the war in Europe was con-
cerned, the British seemed more bold and opportunistic
than we, more willing to take the calculated risk,
This was especially true after the North African
campaign, By September 1944, however, following the
dramatic August victories, American optimism was so
high as almost to throw caution to the wind, The G-2
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of SHAEF then declared that "the end of the war in
Europe (was) within sight, almost within reach,"

In the race across France, however, the military
machine had suffered wear, Should the allies stop for
repairs or should they go for the Rhine and apparent

victory? Based upon the optimistic decision, Operation-
Market-Garden, the largest airborne attack of World

War II, was launched, The failure of this daring,
strategic maneuver did not arouse the controversy of
other command decisions. It was not like southern
France where one ally wanted and another opposed inva-
sion; it was not like Argentan-Falaise where either
ally could accuse the other of not closing the trap.
The optimistic climate on the eve of the operation was
one in which commanders were given far greater lati-
tude, That, plus the narrow margin of failure of an
operation which might have shortened the war|by six
months, contributed to this mutual allied understand-
ing rather than rancor in failure,

Certainly the German counteroffensive in the
Ardennes was no calculated risk, It was rather Hit-
let's desperate gamble in the West which invited
disaster in the East and hastened Germany's inevitable
defeat, By contrast to the calculated risk based upon
logic it showed a fanatic whose intuition bolstered
by egotism had long since triumphed over sound reason-
ing.

Finally, as regards World War II, something
should be said of the decision to use the atomic bomb,
In this decision the President had the considered
judgment of competent advisors. Aside from humanitar-
ian considerations and the unveiling of atomic powet
as a military force, controversy as regards its use
centers about whether it was needed to force the Jap-
anese to surrender, without further prolonged fight~
ing. This question, What finally forced the Japanese
to surrender? points up the hazards in our best rea-
soning, Was it, as Admiral Nimitz declared, naval

8
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power? (Or air bombardments, as General Arnold de-
clared? Or Soviet entry, as Claire L, Chenault viewed
it? Or was it, as Dr, Compton contended, the bomb?

Regardless of our ability or inability to clearly
answer the foregoing question by logical means, we can
see from the command decisions of World War II the
role of logical thinking, The processes of thinking
and methodology of decision-making varied from "by
guess and by God" to infinitely detailed analysis and
calculation calling upon the principles and tools of
logic you have surveyed in the foregoing lectures,
Certainly we can conclude this, that grand strategy in
modern war—at least in democratic states and dem-
ocratic alliances, as contrasted to totalitarian
states and totalitarian-dominated alliances—is the
product of many minds and of logical thinking proc-
esses, One man decisions, though still a factor, are
far less important than in less sophisticated periods
of war,

War today is a management process involving
principles of effective management; in getting the job
done, Decisions emerge from thorough research and from
group or committee discussions or consultations, Alas,
Napoleon could not today thrust his hand in his coat,
survey the field of battle, and then choose the moment
for the cavalry charge.

If, however, the first lesson is the involvement
of many minds in logical thinking processes, the
second is seemingly contradictory. Individual man, the
commander, is still the ultimate arbiter of battle,
Again and again in World War II, as in all past con-
flicts, the course of history was changed by the
thinking and the action of one strong man, by his
conviction, his will, his elan, his willingness to
take the calculated risk,

Finally, there is the lesson from the fact that
grand strategy represents the enduring marriage of
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military and political factors, The calculated risk,

based upon logical and not just intuitive factors,.

must consider both the military and political factors,
3. The Role of Logic in the Design of Strategy

What is the role of logic in the design of
strategy? Just as logic is indispensable in the forma-
tion of scientific hypothesis, so also it is indis-
pensable to the formulation of policy, and the design
of strategy. Formulation of policy, or the design of
strategy, involves the making of assumptions, and
valid assumptions can only be made on the basis of
what has occurred in the past and exists in the
present, Here then is the basis of probability.

In previous lectures you have heard of the pit-
falls in gathering data and in false concepts in
statistical methodology., Yet, if a phenomena occurs
often enough we are justified, even compelled, to
assume that the phenomenon will occur as often as the
circumstances occur, There may be a possibility that
the phenomenom will not occur, but the principle of
probability, based upon previous recurrences and
present realities, provides grounds for assuming that
it will occur,

Although the military and political affairs of
nations cannot be predicted and regulated as precisely
as a scientific experiment, we must, if we are to have
a forward, winning strategy, use the principles of
logic, including probability, in formulating policy.

As regards the Soviet Union, two questions must
be asked: (1) Do we have reason to assume, in refer-
ence to past events and present realities, that the
objectives of this nation, if they are hostile, will
be replaced with friendly objectives? (2} Do we have
reason to assume in view of the accumulated data of
past actions and present conditions, that this na-
tion's ability to realize those objectives will be
less in the future than they are at present?

10
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Certainly logic causes us to conclude that Soviet
objectives were and are hostile to the United States,
Yet much of our policy towards the Soviet Union has
been based upon wishful thinking rather than logic—
wishful thinking either that Soviet objectives would
be modified or that Soviet abilities to achieve those
objectives would never become sufficiently strong.
Sadly we recall the assumptions and hopes about the
Russian people revolting, about education changing
the Soviet views, about settlements at the Summit, All
such wishful thinking is dashed by past events, exist-
ing realities, by the principles of logic.

Equally fallacious and even more dangerous than
our wishful thinking is the Bertrand Russell brand of
logic. Mr. Russell argues that the Soviets know that
the West will not retaliate yet he argues that the
Soviet government is fundamentally peaceful and its
policy is governed solely by fear and suspicion, If
this be the case why should the Soviets follow a
strike-first policy? The end of Russell's reasoning is
that other nations should adopt a neutralist position
so as not to be in the way when the shooting starts,
Even a first student of logic can see that his conclu-
sion does not follow his proposition,

Far more logical is the so-called balance of
terror theory=-—of two opposing powers fearful of
striking the first blow because of the retaliatory
consequences, And here | must emphasize, as we come to
an analysis of a positive policy, it is not necessary
that the leaders in the Kremlin be absolutely con-
vinced that the West would retaliate but only that
there is considerable risk that they would do so. The
Soviet Union has in fact been proven exceedingly
cautious in action if there is real danger of war,

Finally, I should like to emphasize in our con-
sideration of principles for policy that stalemate is
a fundamentally erroneous description of the present
power equation, It does not allow for the importance

11
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of delivery systems and interception, of swift tech-
nological change, of changes in force levels and/or
moral c¢limate that would change the quasi-stalemate so
that one or the other power might attack, So also
these factors can modify or nullify the balance of
terror theory.

Diplomacy, propaganda, economic pressures, lim-
ited war-——all these are tactics within total Communist
strategy. In the final analysis they are designed,
with their confusing admixture of hate and love, to
arrive at a position either where the Communists may
risk the attack, or preferably, issue the surrender
ultimatum, The cold logic of it all is as simple as
that, Logic must be our basis for strategy.

4. The Problem and a Rafional Solution

Finally we turn to a definition of the present
problem and to a logical, rational solution, to a
forward strategy, designed for victory. We are engaged
with the Soviet Union and her Communist satellites in
a conflict of indefinite duration, It is multi-dimen-
sional and dialectic,

Until now we have pitted a narrow, primarily
military strategy against a much broader, much more
total strategy developed by Lenin and Stalin, Khrush-
chev and Mao, The Communists have used ideological,
economic, political, psychological, cultural, tech-
nical, and military weapons, They have grasped more
fully than we the meaning of time as a fourth dimen-
sion, Timing has been a key in their strategy, By
clever timing, by relentless pressure against the
West, they have moved toward their goal of world dom-
ination, taking calculated risks, yet careful not to
present the ultimate challenge—the casus bell:, For
our part, when we have been bold, when we have taken
the calculated risk—as in Berlin, in Lebanon, in the
Chinese off-shore islands—we have won,
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O0f late you have heard much of the term $ro-
tracted conflict, or prolonged struggle, In this
course in logic I should like to emphasize the dia~
lect, the logical relationship, of protracted to

contracted conflict, of limited to total war, Since

there is a constant possibility of total war, the
logic of iptal war must predominate,

The dialectical relationship between limited and
total warfare may be expressed in the following propo-
sitions:

{1) Technology has so advanced that a power
with vastly superior and more versatile
weapons and weapon systems could conguer
any combination of opposing inferior
powers,

(2} While nuclear weapons and global deliv-
ery systems effect they do not of them-
selves negate protracted conflict—which
seeks either to prepare for or render
superfluous the decisive battle,

{3) It is not probable that the United
States could be eliminated as a major
world power by means short of total mil-
itary annihilation,

Qut of the foregoing propositions we can see the
reversability of defeat, In brief, by the overwhelming
power of nuclear weapons defeat could be turned into
victory at the eleventh hour, It is this factor which
can and must make the calculated risk ominous for the
men in the Kremlin, They have had the overwhelming
advantage in the Cold War through the option of
surprise attack—which America had for its part ruled
out for moral considerations, But the Communist piece-
meal, nibbling strategy can be negated by an America
with overwhelming, versatile fire power that will make
clear to the Communists that they dare not push

13
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America too far. Realizing this, the Communists can-
not rely exclusively on the strategy of piecemeal
expansion, The equation then becomes that of the
inevitable destruction of one of the participants,
Here is the classic Rome-Carthage situation—one or
the other must be destroyed,

It is extremely difficult for us to face up to
the cold realities of this equation—and this because
of the weaknesses in our challenge and response proc-
esses, Social psychologists tell us that the dominant
traits in a people's character are acquired by envi-
ronmental stimuli, notably by significant challenges,
They further point out that these traits and their
attendant response mechanisms remain dominant until a
new and different challenge compels their modification
or replacement,

Now our response mechanism has been one of human~
itarian morality, Well intentioned that it is, it
leads to fuzzy, illogical, wishful thinking. We must
get back to logic and the national interest which the
founding fathers could so clearly see, We must see to
the practical matter of survival and then to a forward
strategy beyond survival—involving logic and the
calculated risk,

In conclusion let me ask what are the bases for a
blueprint for such future policy? Let me remind you of
the two fundamental questions we must ask as regards a
rival power; (1) What are the ultimate objectives of
that power? (2) To what extent can that power realize
its objectives? By the logical answer to these prob-
lems we can build our counter, or forward strategy.
We have the capabilities of building and carrying out
that strategy even in its most drastic phases if, for
survival, they become necessary, Popular-misimpression
notwithstanding, the kind of conflict a democracy can
best wage is war itself—it rallies the discipline and
sacrifice a dictator can demand in the less violent
forms of strategy.

1y
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I have not here argued preventive war or other
illogical antidotes, What I have said is that our
policy must be guided by logical thinking, To have a
dynamic, successful, forward policy we must clearly
analyze the situation; we must stand by our friends,
assert authority, enhance prestige, use force when
force is needed, We must be prepared to counter force
with force,

Compassion and generosity are not alternatives
for resolution in taking the risks and bearing the
sacrifices of forward strategy. We court defeat if we
are not prepared to use force whenever the nature of
the challenge leaves no alternative,

We must grasp the meaning of the conflict. We
must view it with logic. We must assess the laws of
probability. As we look to the dynamics of the system-
ic revolution and of nuclear power itself, as we view
a relentless foe operating in a fourth dimension of
time, we see that survival as well as the morality of
mankind is dependent upon the seizure of initiative—
we must take the calculated risk.

15
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THE ECONOMY OF COMMUNIST CHINA:
ITS PRESENT STATUS AND ITS FUTURE PROSPECTS

A lecture delivered
at the Naval War College
6 October 1960

by
Dr. Arthur G. Ashbrook, Jr.

(The views expressed here are those of the author,
who is an economist with the U.S. Government, and are
not necessarily the views of the govermment or any of
its agencies.)

It is a great pleasure to be at the Naval War
College and to have this opportunity to speak to you
about the economy of Communist China, Today in the
United States most of our attention is taken up with
the Soviet Union and its rapid growth in economic,
political, and military strength. This concentration
of attention is, of course, quite proper since the
Soviet Union is frankly dedicated to the destruction
of our world power position, However, Communist China,
the present junior partner in the Bloc, is moving
forward so rapidly that in twenty-five years we will
probably be faced with a second and in some respects
equally powerful and dangerous challenge from the Far
East,

It is my purpose to give you some idea of the
economy of Communist China—where the economy stands
today, and where it is going and how fast, I will
start with a description of Communist China's economic
goals, Then T will present a few of the major develop-
ments of the first eleven years of Communist rule—the
Communists established their regime in mainland China
on 1 October 1949. Next will come a description of the
present position of China's economy and a look at the
major economic problems facing the leadership, Finally
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I shall gaze into my slightly chipped crystal ball and
make a general forecast of the course of the economy
over the next ten years,

Goals of the Economy

As to the goals of the economy, The Communist
leadership has one overriding goal, that of bringing
China out of the poverty and backwardness of the past
into the status of a modern industrial nation, a
nation on equal footing with the U.,S., and the U,S.3.R.
The ultimate aim is not economic power for its own
sake, but economic power as the necessary underpinning
for political and military strength., Perhaps one of
your speakers has already quoted Stalin's speech of
1931 in which the Soviet dictator graphically des-
cribed how successive invaders had taken advantage of
the weakness of Mother Russia, lLet me slightly change
this gquotation as it might be spoken today by Chairman
Mao of Communist China;

"To slacken the tempo would be to fall
behind, And those who fall behind get
beaten, But we do not want to get beaten,
No, we refuse to get beaten! One feature of
the history of old China was the continual
beatings she suffered for falling behind,
for her backwardness, She was beaten by the
British, American, and French imperialists,
by the German capitalists, by the Japanese
warlords, All beat her—for her backward-
ness: for military backwardness, for cul-
tural backwardness, for industrial backward-
ness, for agricultural backwardness, She was
beaten because to do so was profitable and
could be done with impunity.,"

Along with the central goal of developing China
into a modern industrial power, the Communist regime
wishes to achieve complete independence from any other
economy, including the Soviet economy, The regime
wishes, as quickly as possible, to be self-sufficient
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in the production of all types of machinery and mili-
tary goods and all important industrial raw materials,
especially petroleum, The poal of self-sufficiency
is a nationalistic rather than Communistic poal and is
feasible over the long run given China's preat land

area, the variations in climatic conditions, and the

abundant natural resources,
Communist System of Industrinlization

Let me review for two or three minutes the nature
of the traditional Communist system of industrializa-
tion, the system being applied in China today, That
system has two major features., First, a Communist
economy is a command economy. What is to be produced,
how it is to be produced, and for whom it is to be
produced is decided by the group of leaders at the top
and is translated into action by a hierarchy of plan-
ning commissions, These commissions issue series of
economics, plans and directives covering production,
prices, wages, technology, and all other aspects of
the economy, Orders go down through the structure of
command down to the individual production unit, so
that each factory and each collective farm has its
goals and its plans for meeting these goals,

The second major feature of the Communist system
is the emphasis upon the growth of industry, espe=-
cially heavy indusiry. Priority is given heavy indus-
try in the allocation of labor, materials, and man-
agerial talent, This priority of industry means that
a large and increasing portion of the economy's total
output is plowed back into the economy as new produc-
tive capacity or, what is the same thing, that invest-
ment is beinp emphasized at the expense of consump-
tion. Now any nation which is growing must be building
up its productive capacity--this is an economic truism
which applies to capitalistic and communistic nations
alike, The point here is that the Communist nations
are deliberately and energetically seeking growth
through central planning and through central direction
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of the allocation of resources. And, among the Com-
munist nations, there is none which outstrips China in
the intensity of its drive to industrialize and
modernize the economy,

Developments of the Past Eleven Years.

Now I wish to survey briefly the economic devel-
opments of the past eleven years, the years of Commun-
ist control of China, This eleven-year span may be
divided into three periods: the period of reconstruc-
tion, 1949 throwgh 1952; the period of the First Five
Year Plan, 1953 through 195%7; and the first three
years of the Second Five Year Plan, which is sched-
uled to run 1958 through 1962,

First, the period of reconstruction. When the
Communists completed their seizure of power on 1 Octo-
ber 1949, the economy was in a chaotic state after
several decades of intermittent ¢ivil and interna-
tional warfare, The central task of the new Communist
regime was to restore law and order and normal produc-
tive activity, This task was achieved with remarkable
success, The following was accomplished: (1) inflation
was halted and an effective tax system imposed on the
nation; {2) production in industry by 1952 was re-
stored to the highest levels achieved under previous
governments—-production in 1952 included 1 million
tons of steel, 60 million tons of coal, and 7 billion
kwh of electric power; {3) the railroad system was
restored to operation and a good beginning made in
leveling out the distribution of food supplies over
the whole nation,

Second, the period of the First Five Year Plan,
1953 through 195%7. In the next five years, the re-
gime's task was to build up productive capacity and
output in basic industrial products—especially in
steel, coal, and electric power, Again it can be said
that the task was achieved with remarkable success,
This rapid advance of industrial production from 1932
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through 1960 is shown in the table on page 3%7. Overall
industrial production more than doubled, the geometric
rate of increase being about 16 per cent per year. In
1957, the last year of the plan, the output of steel
was 5 million tomns; coal, 130 million tons; and elec-
tric power 19 billion kwh. At the same time that the
industries producing basic industrial materials were
being expanded at a tremendous rate, the regime was
laying the groundwork for the development of higher-
level industries producing machinery and military
goods. I might say here, as a generalization, that the
whole pattern of Chinese economic development has been
marked as one might suspect by a tremendous expansion
of the ountput of existing products and a simultaneous
determined advance into new products of greater tech-
nological complexity, But back to the developments
during the First Five Year Plan, The first point to
remember is the rapid expansion in basic industrial
production, The second point is the rapid and thorough
collectivization of economic activity under the state,
a process which had been started during the period of
reconstruction but which really got going full blast
during the First Five Year Plan, The familiar pattern
of Communist control over all economic activities was
repeated, The Communists had inherited control of many
large industrial enterprises from the Nationalists,
These and other industrial enterprises were taken over
and operated through central government ministries.
Handicraft enterprises were grouped in cooperatives,
whose direction was firmly in state hands. Peasants
were given land seized from large landholders, and in
turn were forced first into mutual-aid teams and later
into agricultural cooperatives, with a progressive
increase in state control,

Besides the expansion of industry and the collec~
tivization of all economic activity, I think one other
point is worthy of mention in this brief survey of
the First Five Year Plan, namely, the position of
agriculture, The regime was concentrating on building
up industry; agriculture's role was subordinate. The
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regime conducted a holding operation in agriculture,
Agriculture had to (1) supply enough food for the
large and growing population including the population
of the expanding industrial cities; (2} supply cotton
and other raw materials to industry; (3) supply goods
for export to pay for the import of machinery and
industrial raw materials, Not much capital equipment
could be supplied to agriculture, so increases in cap-
acity and output had to come from intensive efforts in
cultivating fields and in restoring and expanding
irrigation and flood control projects, Output of agri-
culture over the whole 5 years rose about ig4 per cent,
and output of grains increased about 10 per cent, as
compared to an increase in population of perhaps 12%
per cent, illustrating the pressure of population on
food supplies and the necessity for strict economy in
the distribution and consumption of food.

As to the third period, 1958 to date, we have the
continvation of the same fundamental forces—rapid ex-
pansion of industry, tightening of government control
over economic activity, and maintenance of the agri-
cultural sector at a level barely sufficient to meet
its obligations. In 1959, the second year of the plan,
output of steel was up to 13 million tons, coal to
almost 350 million tons, and electric power to g2
billion kwh, Production continued to be pushed into
new areas in industries such as machine-building,
chemicals, and armaments. Three special developments
of the Second Five Year Plan period—which have been
superimposed on the three fundamental forces—warrant
specific mention,

In 1958, the leadership launched the Leap Forward
program, a program which was designed to work every
man, every machine, every railroad car, and every
piece of farmland at an intensive pace, almost regard-
less of human and economic costs—the emphasis on
breaking through to new high levels of physical
production by mobilizing every possible source of
labor power—farmers in the off-season, soldiers,
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housewives, children—and working all hands at an
almost frenzied pace. The emphasis on physical output
resulted in great increases in production, but some-
times quality of output suffered, sometimes crops went
unharvested because peasants were off building dikes,
and sometimes tie~ups resulted on the railroads. All
these excesses forced revision of the Leap Forward,
which has continued over into 1989 and 1g6o in a
milder and more sensible form,

Another development of 1958, which is tied in
with the Leap Forward, is the commune, The commune was
introduced into the rural areas in mid-1958 as a high-
er, more revolutionary form of collective organization
than the existing agricultural cooperative, Approxi-
mately 20 times as large as the agricultural coopera-
tive, the commune was supposed to be a tightly-knit,
all-purpose organization that would cover all facets
of rural life-——agricultural production, irrigation and
flood-control, rural industry, retail trade, and the
training of militia, Chinese Communist propagandists
hailed the commune as a giant step forward to pure
communism—where each should receive according to his
need rather than according to his output, In 195¢ and
1960 the more radical features of the commune were
abandoned, and the commune lost most of its powers to
the next lower unit—the production brigade, which is
approximately the same in size and function as the old
agricultural cooperative., The retreat from the orig-
inal blueprint was brought about because the commune
form of organization proved unwieldy. The Soviets have
been very skeptical about the Chinese commune, assert-
ing that China must go much further in its economic
development before communes will prove practical, The
Soviets have also been guite upset by the Chinese Com-
munist claims that the commune put China in the van-
guard of the march toward pure Communism.

A third development of the Second Five Year Plan

is related to the first two, namely, a changed atti-
tude toward the agricultural sector. A 1lo-year program
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for the modernization of agriculture, announced last
October, indicated that the Chinese planners are now
willing to reduce industry's almost absolute priority
over resources, Agriculture now is finally being
recognized as a major long-term economic problem,
which cannot be solved by Leap Porward measures, The
plan for modernizing agriculture envisages that by
1969 China will have achieved (1) the expansion of
mechanical cultivation to cover all land that can be
cultivated by machine; (2) the use of motor vehicles
for nearly all rural transport; (3) mechanical proces-
sing of farm produce, and (4) production of seven to
eight times as much chemical fertilizer as is being
presently applied,

The Present Situation

Let's sum up at this point the general status of
the Chinese Communist economy today. In industrial
capacity and in industrial production, the gains of
the past decade have been amazing., Even though it must
be emphasized that China has still a long way to go
before becoming a modern industrialized power, the
will to achieve and the means to achieve this goal are
there, The secret is a hard-driving leadership, a
hard-driven labor force, and an investment program
that plows an ever-increasing proportion of outpunt
back into new, productive capacity, Secondly, control
over production, prices, the distribution of output,
and the whole range of economic decisions is firmly
held by the central leadership, which has demonstrated
not only energy and ruthlessness but also a willing-
ness to retreat one step today in order to take two
steps tomorrow. Thirdly, the agricultural sector has
only barely maintained its own and how to stimulate
substantial growth in agricultural production is the
most important general problem facing the regime,

Before we get into detail on the current problems

of the Chinese Communist economy, I'd like to make
some comparisons with other economies to give you some
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perspective on China's rate of growth, The general
measure of economic performance is the total output—
or gross national product~of an economy, China's
gross national product has grown from forty-four
billion dollars in 1952 to eighty-two billion dollars
in 1989, or at an average annual rate of about ¢ per
cent, India's GNP has grown from thirty-six billion
dollars in 1952 to forty-eight billion dollars in
1959, or at an average annual rate of 4 per cent,
India's GNP has slipped during the period from being
about 80 per cent of China's GNP to being about 6o per
cent of China's GNP, QOver the same period 1952 to
1959, Soviet GNP rose at a rate of 6.5 per cent per
year and U.8. GNP at a rate of about 3 per cent per
year. QOne caution, however, is necessary. Communist
China's pricing system gives heavy weight to industri-~
al goods, whose output is rising faster than the
average, and thus Communist China's rate of growth is
somewhat overstated compared to a growth rate calcu-
lated by use of U.S. or Soviet prices, (Figures in
this paragraph are in 1958 U.3. dollars.|

Soviet Assistance

In my description of economic developments in
Communist China, I have not yet touched on the assis~
tance provided by the Soviet Union. This aid has been
vital to the successes achieved by China and continues
to be of high though declining importance., The subject
of the Soviet role in China's economic growth could
easily take up our whole period of discussion, but I
will attempt to narrow down my remarks to three impor-
tant concepts,

In the first place, trade between the Soviet
Union and Communist China is conducted on terms that
are reasonable when we make comparisons with world
market prices, I mean that in general the goods are
traded at prices that are fair to both the U,S.S.R.
and China, If we look, not at the terms of trade, but
at the advantages accruing to each side because each
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is specializing in what it can produce most easily,
then the benefits of this trade are far greater for
Communist China than for the U.S.S.R. Let me elabo-
rate. The Chinese are trading pork, soybeans, rice,
wool, silk, tobacco, and tin for Soviet machinery,
petroleum, and other manufactured products, Soviet
need for these Chinese goods is not vital, The re-~
sources used in the U.,S.S.R. to produce goods exported
to China could, if trade were halted, be shifted into
the production of those goods now imported from China,
The exception is tin, which the Soviets could readily
buy on the world market. In contrast, China is receiv-
ing from the U.S.S.R. goods which are critical to
China's economic development, In the absence of trade
China could not produce these goods at all or could
produce them only at tremendous cost.

Now for my second point about Sino-Soviet trade,
For the past several years an important part of Com-
munist China's imports from the U,S.S.R. has been the
machinery to equip 291 large Soviet—aid plants, These
291 plants are the core of China's industrialization
effort, They include steel mills {expansion at An-
shan, also Wuhan and Pao-taol}, the Lanchou oil refin-
ery, cement plants, a tractor factory, the #1 auto-
mobile plant at Chang-chun, electric power stations, a
heavy machine~tool plant (Wuhan), and heavy electrical
equipment plants (Harbin and Shanghail. About one-half
of these projects are now finished and in operation.
The shipments of equipment for these plants have
amounted in value to roughly $250,000,000 per year for
the past few years, Along with the machinery, the
U.S.S.R. has supplied thousands of technical experts,
who have supervised construction of plants, installed
the machinery in the plants, trained Chinese managers
and workers, put the plants in operation, and have
acted as trouble-shooters and advisers once produc-
tion has begun. No exact figure on the number of
technicians is available, but my guess is that since
the Soviet assistance began, 15,000 technicians have
had a tour of duty in China, During the First Five
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Year Plan the Chinese became competent in operating
and expanding capacity in basic industries, In order
to push ahead, however, into more complicated phases
of basic industries—for example, into alloy steels or
aviation fuels—and in order to move into new indus-
trial fields, the Chinese are still very much depen-
dent on Soviet help, Soviet assistance today consti-
tutes the cutting edge of China's industrialization
program, If Soviet assistance were suddenly withdrawn,
China could probably pick up the pieces in basic
industries but progress in more complex fields would
be greatly delayed.

My third point about Sino-Soviet trade is that
the U,S8.5.R. has made no outright grants to its
junior partmer and that, even more striking, Commun-
ist China has kept her borrowing at such a low level
as to constitute essentially a pay-as-you-go policy,
The Chinese indebtedness to the U,S.8.R. never amoun-
ted to more thanm 1.2 billion dollars—two thirds of
this for military purposes-—and is now being paid off
at a rate which will wipe out the debt by the end of
1964, My own feeling is that the Chinese could have
borrowed more from the Soviets and that their pay-as-
you-go policy is a result of the strong desire for
economic independence,

The Railroad System

I would like now to say a few words about the
Chinese railroad system, Like the Soviets, the Chinese
have run their railroad system very intensively,
Forced draft industrialization and the Leap Forward
have put great strains on the railroad system. It is
easy to imagine the problem of increasing the volume
of traffic 15 per cent or more each year on a system
that is already bursting at the seams.

The railroads carry 8o per cent of Communist

China's freight, exclusive of small-scale native
transport. China has a territory which is somewhat

Publishezdaby U.S. Naval War College Digital Commons, 1960 31



Naval War College Review, Vol. 13 [1960], No. 8, Art. 1

larger than that of the U,S, {(not counting Alaska),
and with approximately the same east-west spread, Yet,
when the Communists gained control, they inherited a
railroad system only 14,000 miles in length compared
to the 220,000 miles of main~line track in the U.S.
Over the last eleven years, the Chinese have revamped
and modernized the entire railroad system, adding
6,000 miles of new routes, pushing the railroads west-
ward into the remote interior and frontier area, and
adding to the capacity of existing lines through
extensive double~tracking and other improvements,
Because of the scarcity of petroleum, coal-burning
engines will continue for some time to be used on
China's railroads,

Statistical Problems

One of the questions most frequently asked about
the Communist Chinese economy is, How reliable are the
statistics? In general, the Chinese Communists, like
the Soviets, make it difficult for foreign observers
to get complete information about the economy. There
are the usval tricks—presenting huge percentage
increases without giving the base figure on which the
percentages were calculated; presenting only favorable
data and omitting the unfavorable; including in the
figures a large volume of activity that was not
formerly counted; or announcing index numbers without
revealing the method of calculation. In addition to
these general difficulties with Communist data,
Chinese data have some special difficulties of their
own. For example, there are far too few trained
statisticians and statistical workers to cover a huge
economy, like China's, There is a great deal of petty
handicraft activity that is difficult to account for
under the best of circumstances, But the greatest of
the special Chinese statistical difficulties is re-
lated to the Leap Forward of 19s8.

During the First Five Year Plan (1953-5%) the
Chinese Communists had made substantial gains in their
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efforts to develop a modern statistical system, In
1958, however, under the Leap Forward the slogan
became "Let politics lead economics,” and the new
statistical system lost some of its ability to report
what was actually happening, especially in the case of
agriculture and handicraft production, The function of
statistics as a tool to aid planners in allocating
man power and raw materials effectively was subordi-
nated to the function of statistics as an aid to
propaganda. Emulation campaigns, in which people were
urged to better bogus production figures or inflated
crop yield figures of other areas, are a case in
point, Party officials at lower levels were forced
under the Leap Forward to set high production goals
and they were fearful of not meeting these goals—at
least on paper., The central statistical bodies lost
control over their subordinates in the field—many of
whom had been drafted for manual labor-—and dared not
investigate figures that appeared far out of line, One
result was that in early 1959, the regime broadcast
the claim that grain production in 1958 had been 3%s
million tons, or 103 per cent above the 1957 figure of
185 million tons, This claim seemed far too high, on
the basis of information about weather, sown acreage,
and level of agricultural technology. It appeared no
more than 220 million tons had been produced. In this
case, we later had dramatic proof that this estimate
was probably very near the mark, for in August 1959
the regime announced that grain production fipgures had
been reassessed and revised downward to 250 million
tons. The spokesmen for the government blamed the poor
statistics on inexperienced subordinates, naturally
enough, It is believed that the revised figure of
250 million tons is still far too high, and the re-
vised estimate is 212 million toms,

In contrast to the generally bad state of agri-
cultural statistics, statistics on industrial produc-
tion have stood up fairly well under detailed and
skeptical examination, Problems of definition, of
coverage of the figures, and of quality of product
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have by no means been eliminated, but once the claims
are understood, the production figures check out very
well against such related magnitudes as (1) available
plant capacity, (2) available raw materials, (3}
available labor, and {4) consumption by the users of
the product, There are also supplemental checks, such
as the analysis of reports of travelers in Communist
China and the analysis of information on China pub-
lished in the other countries of the Communist Bloc,

Can a centrally planned economy run without
detailed and accurate statistical data? The answer is
"not for long." Otherwise, the planners will be pro-
ducing axles for trucks that aren't being built or
sending railroad cars for grain that isn't there. In
the case of Communist China, the deterioration of the
statistical system has been confined largely to the
agricultural and handicraft sectors of the economy.
The central modern core of the economy has suffered
little damage, As long as the state procures enough
grain for the urban areas and for export, the exact
amount remaining in the rural areas is not too impor-
tant, In the second half of 1958, however, it appears
that the auwthorities really did believe that grain
production had expanded tremendously and it seems that
the rural population was allowed to eat a great deal
more grain than normal with the result that inven-
tories carried over to the next harvest were pitifully
small, Thus, the food crisis of early 1959 is an
example of how important accurate data are to the
proper running of a centralized planned economy.

Ironically, if the Chinese Communists over the
past decade had told the world the truth about their
achievement, the story would have been most impres-
sive. By claiming the moon, and by glossing over
failures, the regime has only succeeded in making
observers skeptical of every claim coming out of
Peiping.
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Population vs. Food Supply

One of the most important and intriguing aspects
of the study of Communist China's economy is the rela-
tionship between population and the food supply. I can
remember my first introduction to Chinese population
statistics when, many years ago, I read in Ripley's
"Believe It or Not" the story of the "Marching Chin-
ese," Ripley said that if the Chinese were lined up
in a column of four and were marched past a reviewing
point, they would march forever (based on U.S, Army
marching standards). There was a dramatic cartoon
illustration of the mighty column of sandled, straw-
hatted coolies, a column stretching out to the horizon
on both sides.

The huge population of Communist China is indeed
an important factor in the assessment of China's
chances of becoming a first-class industrial power,
We estimate the population of mainland China to be
about 700 million (specifically, 692 million at mid-
year 1l960) and the rate of growth to be a fairly
steady 2% per cent per year,

The situvation with respect to population has
changed markedly since the Communists came to power,
During the period of Communist control, the death rate
has dropped from about 30 per 1,000 to about 18 per
1,000 becaunse famine and pestilence have been brought
under control, The birth rate, however, has remained
above g0 per 1,000 because the social institutions
which produced high birth rates have not been greatly
altered, The death rate is not expected to decline
much further unless there is a major investment pro-
gram for public health facilities and for training of
doctors and other medical personnel, The crux of the
population sitmation, in summary, is that the death
rate has been markedly reduced with no change in the
birth rate, resulting in a very high rate of growth,
The 2% per cent rate of growth, if continued, would
mean a doubling of population every 28 years, that is
to say, every generation,
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In 1957, the Chinese Communist leaders were
concerned enough about the population problem to
launch a nation-wide birth control campaign complete
with lectures, pamphlets, and posters which were re-
ported to have been the last word in realistic graphic
art, The campaign died away after a few months, having
no effect on the population situation, but even if the
campaign had been pushed vigorously for several years,
it would have had to overcome the great difficulty of
teaching a largely peasant population to use modern
techniques of birth control,

A major political obstacle also stands in the way
of any program to limit the growth of the population.
The name of the Western political economist, Thomas R,
Malthus—who wrote about 1800—is always associated
with the problem of population pressures. Malthus
believed that rapidly increasing population would
normally press on slowly increasing food supplies and
would of necessity be checked at the margin by war,
famine, and pestilence. Malthus is denounced in
Communist China as a bourgeois economist, The Commun-
ist leadership professes to believe that the huge and
growing population is an economic asset and that only
under capitalism are the extra people doomed to the
misery predicted by Malthus,

My own belief is that the pressure of population
on Communist China's scarce agricultural land is a
factor that will restrain, but by no means eliminate,
economic growth, Methods of cultivation in China are
already intensive; cultivation has already been pushed
into areas that show any promise of reasonable yields;
and it takes a long time for the results of improve-
ments in agricultural techniques to show up, In order
to feed the growing population and in order to bring
the whole population safely back inside the line that
separates bare subsistence from starvation, the regime
must transfer some of the economy's resources away
from industrial development over to agriculture. For
instance, industry will have to produce more chemical
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fertilizers, insecticides, and irrigation pumps and
relatively less rolling mill equipment and machine
tools, Instead of exporting foodstuffs for machinery,
manufactured goods may have to be exported for food,
Instead of putting all the best administrators and
technical experts into heavy industry, the regime will
have to give agriculture a large and increasing share,
Let me repeat, I do not claim that Communist China's
industrialization will be halted by the inexorable
pressure of population on the means of subsistence;
I am saying that the growth of population will cause
an appreciable diversion of the emergies and resources
of the economy into the agricultural sector,

Nilitary Effort

There is still another problem in Communist
China's economy that should be at least mentioned.
This is the problem of Communist China's military
effort, looked at from the economist's point of view,
Sometimes in describing a Communist economy we talk
about a high rate of investment being achieved at the
expense of consumption, without bringing in the third
factor competing for man power and resources, namely,
the military establishment, An economy like Communist
China's must to some extent choose between building up
its armed forces in the short run or concentrate in
building up its heavy industry so that the armed
forces in the long run will have stronger economic
support, I believe that the Chinese are doing the
latter, namely, concentrating more on the expansion of
industrial capacity and delaying for the long run a
large~scale military build-up. {For a detailed discus-
sion of the problem of military build-up vs.industrial
expansion, see "Communist China and Nuclear Warfare"
by Alice Langley Hsieh, The China Quarterly, No., 2,
pp. 1~15.} I would exclude from this general conclu-
sion the use of skilled man power and materials in
military industries peculiarly involving national
prestige-~such as nuclear energy—where one would
expect a substantial Chinese effort. An example of the
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priority of economic development goals is the employ-
ment of the military forces in the construction of
railroads, dams, and bridges and even in the harvest-
ing of crops. The military leaders may grumble about
the time lost from training, but the military forces
will gain much in the long run,

The Next Decade

Up to this point we've covered the events of the
past eleven years and a few of the current economic
problems of Communist China. What are the prospects
for the next decade? In making my forecast, I'm using
the following assumptions:

1. No major war during the decade,

2, Continvation of the Communists' tight monopoly
of political power,

3. Continuvation of the program of forced-draft
industrialization,

4. Average weather in agriculture,

s. An annuvual rate of growth of population of
2% per cent,

6. Continuation of Soviet material and technical
assistance—on a pay-as-you-go basis,

Given these assumptions, I predict {1) a contin-
ued rapid growth in industrial production, although at
a gradually declining rate; (2] a steady mastery of
increasingly complex fields of production; (3} a rise
in agricultural production that will be barely suffi-
cient to feed the growing population, Specifically, I
believe that Communist China's industrial production
in 19570 will be roughly three times as great as
industrial production in 1960; that agricultural
production will be about one-third larger than at
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present; and that gross national product will be
.double the GNP of 1960.

Ten years from now Communist China will repre-
sent, if the assumptions hold, the third largest
aggiomeration of crude industrial power in the world,
But China will still not be an industrialized nation,
If we look, not just at crude aggregate industrial
power, but at per capita industrial output, then China
will still lag behind Great Britain, Germany, France,
and Japan in many important products, China will still
suffer by comparison in quality of product and diver-
sity of product mix, and China will still be behind
in ability to design and build certain kinds of
nachinery, China's population will continue to live
at extremely low levels of consumption, and there will
be a large part of the population whose daily lives
are not intimately affected by industrialization to
the degree people's lives are affected in, say, Great
Britain, Sweden, Canada, or Japan,

One of my assumptions was that Soviet material
and technical assistance to Communist China would be
continued., The current Sino-Soviet dispute brings that
assumption into question. If Soviet assistance were
completely withdrawn, the impact on the machine-build-
ing, aircraft, and other technologically complex
industries would be substantial, and China's growth in
these fields would be seriously delayed, at least in
the short run., The whole timetable for industrializa-
tion would be scrambled, and China would have to
undergo a period of confusion and of realignment of
programs and resources before industrial growth could
be resumed.

Ad Final Note

You have no doubt heard the analogy of the United
States and the Soviet Union as two scorpions in a
bottle, capable of simultaneously inflicting a lethal
sting., Communist China by 1970 will be well on its way
to developing into a little scorpion—-not as big as
the other two, but a true scorpion.

Publi@l@d by U.S. Naval War College Digital Commons, 1960

39



Naval War College Review, Vol. 13 [1960], No. 8, Art. 1

PRODUCTIDN OF MAJOR INOUSTRIAL COMMODITIES AND GRAIN IN COMMUNIST CHINA, 1852-60
AND N INOIA, USSR, ANO US, 195%

1959 PRODUCT|ON
COMMOD I TY UNIT 1952 J 1953 [ 1954 1955 [ 1556 | 1957 | 1954 1959 l1aso esT.|| inpia Jusse us
CRUDE  STEEL MIL WT 1.35] 1.77 2.22] 2.85{ 4.46] s.35] 8.0 13.4 18.4 2.4 59.9 84.8
COAL MIL WY 66.49 | 69.68 | ®83.66| 98.30[110.36]130.7 J270.2 347.8 425 47.8 506.6 389.6
PETROLEUM MIL MT 0,44 o0.62| o.79{ o0.97] 1.16] 1.46) 2.26 3. 70 5.2 [F o.44 120.5 3521
ELECTRIC POWER BIL KuM 7.26) 9.3 11.0 { 12.2 | 16.5 | 19.3 | 27.5 41.5 s8.3 18.2 264.0 836.0
Meun_Tooes! 1.000 13.7 { 20.5 15.9 | 13.7 | 255 | 28.3 | 30 33 38 H.AL 146.0 33.9
TRUCKS 1,000 0 [ 0 0 1.6 7.5 | 15.0 19.2 29 24.7 376.5 | 1.137.1
TRACTORS 1.000 [ 0 0 o [ 0 1 3 10 'y 213.5 304.5
CEMENT MIL MT 2.9 3.9 4.6 4.5 5.4 6.7 9.3 12.3 16 §.95 38.8 60.4
TIMBER wie cu. m. | 19.2 [17.5 22,2 | 20.9 | 20.2 | 27.9 | 35.0 41.2 42 17.0 265.0 243,5°
PAPER {MCHN MADE} | MiL mT 0.37| 0.43]1 o.55] o.sal o0.74] o.92] 1.23 1.70 2.13 0.3 2.3 13,5
CHEM. FERT.> 1,000 WT 30 53 71 85 |32 158 26¢ 410 580 111.4  [3,045 7.117
SULFURIE ACID 1,000 w1 190 260 344 375 517 632 |rao 1.050 1.400 280 5,100 15,893
COTTON_CLOTH gl LIN. u.| 4.16] s.0 s.54] a.51| s.se] s.85| 5.7 7.5 7.8 6.1 6.2 a.74%
C1GARETTES MIL CASES 2.7 3.6 3.7 3.6 3.9 1 4.5 4.8 5.5 6.0 0.63 5.1 9.6
SALT MiL MT 4.8 3.6 4.9 7.5 4.2 8.2 | 10.4 1.0 14.0 4.2 6.1 22.8
GRAIN, INCL
TUBERS M1y MT 168 169 160 175 182 185 212 190 180. 200 75.17 100.0° 158.87

lHACHINE TOOLS WHICH APPROX|MATE INTERMATIOMALLT ACCEPTED CLASS|FICATIOMNS FOR METALCUTTING MACHINE TOOLS. HOWEVER_ A S|MPLE COUMT OF
MACHINE TOOLS PROOUCED GREATLY OVERSTATES THE CHIRESE COMMUNIST POSITION WITH RESPECT TO THE U.S5_., PECAUSE OF THE LOWER AVERAGE OF COMPLEXITY
OF CHINESE MACHINE TODLS.

CHEMICAL MUTRIEMT ECUIVALENTS BASED ON AMOUNTS OF NITROGEM, PHOSPHORIC AMHYDRIDE, AND POTASSIUM OXLDE,

31958,
EXCLUDES PAPER BOARD,
INCLUDES MIXED FABRICS: PREDOMINANTLT OF COTTONM.
CURRENT DIFFICULTIES IM CHINESE AGRICULTURE SUGGEST THAT THE FINAL FIGURE WILL LIE CLOSE TO THE BOTTOM OF THE RANGE,
EXCLUDES TUBERS.
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RECOMMENDED READING

The evaluation of books listed below include
those recommended to resident students of the Naval
War College, QOfficers in the fleet and elsewhere may
find them of interest,

The inclusion of a book or article in this list
does not necessarily constitute an endorsement by the
Naval War College of the facts, opinions or concepts
contained therein, They are indicated only on the
basis of interesting, timely, and possibly useful
reading matter,

Many of these publications may be found in ship
and station libraries, Certain of the books on the
list which are not available from these sources may be
available from one of the Navy's Auxiliary Library
Service Collections, These collections of books are
cbtainable on loan. Requests from individual officers
to borrow books from an Auxiliary Library Service
Collection should be addressed to the nearest of the
following special loan collections:

Chief of Naval Personnel, Commandant ELEVENTH Naval
(G14) District (Code 154)

Department of the Navy 937 North Harbor Drive

Waghingten 25, D.C. San Diego, Califemia

Commandant FOURTEENTH Naval Commender Naval Forces,
District {Code 141) Marianas

Navy No. 128 Nimitz Hill Library, Box 17

Fleet Post Qffice Fleet Post QOffice

San Francisce, Califemia Sen Francisco, Califomia

U.5. Naval Station Library
Attn; Auxiliary Service Collection
Building C-9
U.5..Naval Base
Norfolk, Virginia
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BOOKS

Morris, I.I. Nationalism and the Right Wing in Japan,
New York: Oxford University Press, 1960. 4496 p.

Nationalism and the Right Wing in Japan is a
complete and well-documented study of post-World
War II nationalism and the development of right-wing
groups in Japan during the 1o94s5~5%7 time span, An
introductory essay by Professor Maruyama Masao, an
eminent political scientist of Tokyo University,
furnishes a concise survey of the traditional role of
the right wing in Japanese politics, This essay,
coupled with the historical and sociological back-
ground material introduced throughout the book, pro-
vides a bridge between the prewar development of
rightist movements and present trends in Japan,
Thronghout the study Dr, Morris cautions that the
dangers presented to the democratic cause by the
extreme left may at times lead us to concentrate our
concern exclusively on Communist movements, and thus
to underrate the potential threat that may come from
the opposite extreme, This book is recommended to
students of Far Bastern affairs and is an important
addition to the field of political science,

Brogan, Denis W. dmerica in the Woderm World. New
Brunswick, N.J.: Rutgers University Press, 1960.

117 p.

America in the Modern World is derived from a
group of lectures presented in 1959 by the author, a
British professor at the University of Cambridge,
D.W. Brogan terms himself, appropriately, a sympathe-
tic foreigner. He begins by developing the historical
reasons why the Americans find themselves in a world
that regards them with envy and hostility as well as
with admiration, He reminds us that it is fallacious
to assume that the American system of democratic
government is exportable; that the challenge to
American democracy is to provide the leadership to
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steer the rest of the world to freedom and well-being
without requiring the adoption of American systems,
Professor Brogan performs a valuable service by
presenting Americans with an interesting and learned
evaluation of their society as viewed by a friendly
non-American, and by showing us how, in his opinion,
the Free World can benefit through certain changes in
that society,

Kingston-McCloughry, Edgar J. Defense: Policy and
Strategy. New York: Praeger, 1960. 272 p.

Air Vice Marshal Kingston-McCloughry discusses
British defense policy and strategy within the frame-
work of the Western coalition, This coalition is
united by a common purpose, Kingston-McCloughry starts
with the generally accepted premise that total war
mist lead to total destruction and that total peace
can be realized only through total surrender, His
solution for this basic dilemma is a strategy of
graduated deterrence, even though deterrence cannot
be absolute, particularly in peripheral areas., Because
of conflicts of national interests, members of the
Western coalition have different strategic priorities.
The author believes that large land or naval forces
for local wars should have the highest priority in the
United Kingdom, in view of world-wide Commonwealth
commitments, He considers deterrent forces to be the
primary obligation of the United States, The detailed
discussions of the top echelons of the British defense
establishment are probably the most valuable parts of
the book from the standpoint of the American reader,

Chen, Theodore H.E. Thought Reform of the Chinese
Intellectuals, London: Oxford University Press,

1960. 247 p.

Mr, Theodore Chen, the author of this interesting
and well-documented study, is a professor of Asiatic
Studies at the University of Southern California,
Basing his discussions and analyses on confessions
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contained in Communist newspapers and on statements
by Red leaders, Professor Chen explains how thought
reform early became a major policy of the Peking
regime, why it will continue to be important in the
years ahead, and its anti-American, pro-Soviet Union
crientation,

Campbell, Robert W, Soviet Economic Power: Its Organ-—
ization, Growth and Challenge., Boston: Houghton
Mifflin, 1960. 209.

There is a growing view that the basic difference
in the Soviet and the Free World lies in their eco-
nomic institutions, The Russians hold as an article of
faith that their economic system represents the wave
of the future and will in time everywhere replace the
outmoded, historically doomed, capitalist system. The
author puts together an image of Soviet economic per-
formance which is the result of extensive research
carried on in the United States and elsewhere during
the past decade, Many of the inconsistencies in the
picture of Soviet economy reflected in American opin-
ion are clarified, In treating his subject, the author
regquires no previous knowledge of the Soviet system
and no formal training in economics; the subject is
dealt with in a nontechnical manner throughout,

Wolf, Charles, Jr. Foreign Aid: Theory and Practice in
Southern Asia, Princeton: Princeton University
Press, 1960. yy2 p.

The objective of this book is to examine the role
of U.S. economic and military aid in Southern and
Southeastern Asia since its inception in 1948. The
author is particularly concerned with the problem of
determining the proper bases for the allocation of
foreign aid within a given region between the various
countries in the region, and within a specific country
to the various competing needs: military, technical,
economic and commodity assistance,
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