
Industrial Transformation and National Missions:
From the Great Depression to the AI Era

Introduction

The course of  modern economic history  reveals  that  profound industrial  transformations often require
unifying national missions. When societies face existential threats or revolutionary opportunities, they have
realigned political authority, capital, labor, and technology to achieve rapid industrial advancement. In the
United States, partial or delayed adaptation to new industrial realities contributed to the economic collapse
of the Great Depression. In contrast, the total mobilization for World War II catalyzed a comprehensive
restructuring of the U.S. economy that underpinned decades of postwar abundance. This report explores
how World War II was not merely a stimulus for recovery but a massive project of industrial remobilization
—akin to a peacetime Apollo Program—that forged a coherent and integrated national economy out of the
fragmented interwar landscape. 

Following the American experience, we examine international cases where an overarching national mission
drove economic reinvention. Each case is treated in its own chapter:  (1) The Meiji Restoration in Japan
(1868–1912), where fear of foreign domination spurred a crash modernization;  (2) The U.S.–Soviet Space
Race  (1957–1969),  where  Cold  War  rivalry  pushed  unprecedented  technological  innovation;  (3) South
Korea’s  Export-Led  Industrialization  under  Park  Chung-hee  (1961–1979),  a  state-driven  “economic
miracle” born from national survival  imperatives;  (4) The Marshall  Plan and European Coal and Steel
Community (late 1940s–1950s),  where Western Europe’s existential  need for recovery and unity led to
integrated growth;  and  (5) Deng Xiaoping’s  Post-1978 Reforms in  China,  where a  regime’s  quest  for
national rejuvenation transformed a stagnant socialist economy into a global powerhouse. 

Through  these  cases,  we  identify  general  principles  of  how  societies  marshal  political  will,  financial
resources, labor force, and technology for industrial transformation. Finally, we apply these principles to the
contemporary transition to artificial intelligence (AI) and robotics. The report argues that without a unifying
national mission to guide this transition, the United States risks a replay of the structural stagnation and
social strains that characterized the interwar years. All sections are supported by academic and historical
sources, with Chicago-style footnote citations, and the report concludes with a bibliography of works cited.

Chapter 1: The Great Depression – Industrial Stagnation from
Partial Adaptation

The Great  Depression of  the  1930s  exemplified how an industrial  economy can spiral  into  crisis  when
technological and structural changes are not met with adequate adaptation. By the late 1920s, the United
States  had  experienced  rapid  advances  from  the  Second  Industrial  Revolution—mass  production,
electrification, and mechanization drove productivity to new heights. However, the fruits of this productivity
were unevenly distributed and poorly managed. Wages for workers did not keep pace with soaring output
per  worker,  creating  a  classic  underconsumption  problem:  factories  could  churn  out  automobiles  and
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appliances with unprecedented efficiency, but a large share of Americans could not afford to buy them. In
fact, even as industrial productivity rose nearly 30% during the 1920s, real wages stagnated, and corporate
profits went mainly into dividends rather than broadly shared earnings.  This  mismatch meant that the
productive capacity of industry outstripped aggregate demand. Companies overproduced durable goods
and consumer appliances, flooding the market while workers’ purchasing power lagged. Easy credit masked
this gap for a time, allowing families to buy on installment, but by the decade’s end the debt overhang and
unequal income distribution proved unsustainable.

Another  structural  fracture  lay  in  agriculture  and  primary  industries.  American  farmers  had  expanded
output during World War I  to supply Europe, but after 1918 demand collapsed. Throughout the 1920s,
farmers  faced  plummeting  crop  prices  and  mounting  surpluses.  Rather  than  receive  coordinated
assistance, many tried to survive by planting still more acreage, which only increased the oversupply. This
vicious cycle drove rural incomes down and pushed thousands of farm families toward bankruptcy. By the
time the Dust Bowl drought hit in the early 1930s, the agricultural sector was already in a depression of its
own, undermining the banks and small towns that depended on farm prosperity. Likewise, older industries
such as coal mining and textiles struggled with overcapacity and declining demand, even as newer sectors
(e.g. electrical appliances, aviation) were not yet large enough to absorb displaced workers. The economy’s
inability  to smoothly adapt labor and capital  from old to new sectors left  pockets of  chronic weakness
beneath the 1920s’  veneer of prosperity. As W.E.B. Du Bois observed in 1926, “We have…cheek by jowl,
Prosperity and Depression” in the country simultaneously.

Policy and institutional responses in the 1920s were too limited to address these imbalances. The prevailing
political ethos under Presidents Harding, Coolidge, and Hoover was one of minimal interference in business
and fiscal orthodoxy. The Federal Reserve kept monetary policy tight (partly to maintain the gold standard),
which constrained credit as deflationary pressures emerged. High tariffs (like the Fordney–McCumber Tariff
of 1922) protected certain industries but also dampened international trade, hurting export sectors. There
was no robust social safety net or counter-cyclical public investment strategy; in fact, organized labor was
on the defensive, with weak unions and an anti-labor climate that kept wage growth subdued. In sum, as
technological  and  market  forces  rapidly  increased  productive  capacity,  the  U.S.  lacked  mechanisms  to
ensure that gains were broadly shared or that workers and regions in decline could transition smoothly.
This “partial adaptation” – industrial progress without social and institutional adjustment – set the stage for
collapse.

The Great Depression began with the stock market crash of October 1929, but most economists now agree
the crash was more symptom than root cause. The deeper causes lay in the structural frailties described
above:  underconsumption due  to  inequality,  overleveraged  finance (e.g.  speculation  driven  by  easy
credit), agricultural collapse, and a lack of diversified growth. As one economic historian put it, the main
problem of the 1920s was that “wages did not rise as fast as production,” leading to an unstable economy.
When demand finally contracted, businesses cut back investment and production, triggering a downward
spiral. Industrial output fell by nearly 50% from 1929 to 1932. By 1933, one in four American workers was
unemployed. Breadlines and shuttered factories marked a stark failure to harness the nation’s industrial
potential for broad prosperity.

President Franklin D. Roosevelt’s New Deal (1933–1939) represented a bold effort to correct these failures
through active government intervention. New Deal programs attacked financial panic (e.g. bank reforms
and the  FDIC),  tried  to  raise  commodity  prices  (through the  Agricultural  Adjustment  Act),  and  directly
employed millions on public  works.  Importantly,  the New Deal  also sought to boost labor’s  purchasing
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power by strengthening unions (via the Wagner Act) and setting wage and hour standards. These policies
helped mitigate the worst suffering and spurred partial recovery – U.S. gross domestic product grew at
roughly 8% per year from 1933 to 1937. However, the recovery was halting and incomplete. A recession in
1937–38  wiped  out  many  gains,  and  unemployment  in  1939  still  hovered  around 17%,  far  above  pre-
Depression  levels.  Private  investment  remained  weak  throughout  the  1930s,  as  businesses  were
unconvinced that consumer demand would fully rebound. Roosevelt’s programs, while innovative, did not
fully bridge the gap between the economy’s productive potential and the realities of mass unemployment
and idle capacity. By the end of the decade, it was clear that extraordinary measures beyond the peacetime
New Deal would be required to restore the U.S. economy to full health.

In hindsight, the interwar United States suffered from a lack of a unifying economic mission that could have
guided a more complete industrial adaptation. The society had entered the 1920s as a war-weary, inward-
looking  nation  without  a  clear  project  for  its  immense  industrial  capacity.  In  World  War   I,  the  U.S.
government and industry had collaborated (albeit belatedly) through agencies like the War Industries Board
to direct resources to the war effort. But once the war ended in 1918, those coordination mechanisms were
dismantled, and the economy was left to shift back to civilian footing in a haphazard way. The 1920–1921
postwar recession, though brief, indicated how disruptive demobilization can be. Yet no lasting structure
was put in place to steer peacetime industrial development. Instead, speculative finance filled the void in
the  late  1920s,  and  laissez-faire  optimism papered  over  deep  structural  rifts.  In  short,  America  in  the
interwar  period lacked a  coherent  national  economic  strategy,  and its  political  leadership  did  not  fully
acknowledge the need to manage the transition to a modern consumer-industrial economy. This “mission
gap”  was  only  closed when an  external  crisis—world  war—forced the  nation’s  hand.  The  next  chapter
discusses  how  the  total  war  effort  of  the  1940s  achieved  what  the  New  Deal  alone  could  not:  the
synchronization  of  American  industry,  labor,  and  government  around  an  overarching  goal,  pulling  the
country definitively out of depression.

Chapter 2: Total Mobilization in World War II – Remaking the U.S.
Economy

World War II proved to be the crucible in which the United States forged a fully modern, integrated national
economy. The mobilization for war was of an unprecedented scale and intensity; it was not simply another
government spending program to “prime the pump,” but a complete reorientation of the economy.
Under  the  existential  threat  of  global  conflict,  President  Roosevelt’s  administration  harnessed  federal
authority to coordinate production, innovation, and labor on a massive scale. The result was the “Arsenal of
Democracy”  in  which  American industry  not  only  met  military  needs  but  also  built  the  foundation  for
postwar prosperity. Unlike the piecemeal efforts of the 1930s, the war mobilization was a total industrial
strategy – arguably the largest successful industrial policy in U.S. history – with the government acting as
architect and financier of a new productive system.

The numbers alone illustrate the breathtaking scope of WWII industrialization. Before its entry into the war,
the United States in 1940 produced about 12,500 military aircraft per year and fewer than 100 tanks. By the
end of the war in 1945, these figures had skyrocketed: approximately 300,000–350,000 aircraft and 88,000
tanks were produced cumulatively. The U.S. built over  20,000 ships (including 5,777 merchant ships and
numerous warships) and around 350,000 artillery pieces during the war, along with nearly 9 million rifles
and machine guns.  To  achieve this,  factories  that  once made automobiles  or  appliances  were rapidly
converted  to  churn  out  jeeps,  bombers,  and  munitions.  The  nation’s  productive  capacity  expanded  at
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lightning  speed.  For  example,  output  of  critical  materials  soared:  by  war’s  end,  annual  production  of
synthetic rubber, aluminum, and magnesium had increased by multiples ranging from 7x to an astounding
288x the pre-war volumes. Such gains reflected not just running existing plants at full  tilt,  but building
entirely new industries (e.g. synthetic rubber to replace natural rubber cut off by the war) almost from
scratch. 

This  explosive  growth  was  made  possible  by  an  extraordinary  level  of  public-private  coordination  and
government investment. During the peak war years 1942–1945, federal spending accounted for roughly
36% of U.S. GDP, up from about 10% in 1940. In today’s terms, the war cost over $4 trillion to the U.S.
treasury. Of that spending, nearly 10% (around $20 billion then, equivalent to $285 billion now) was directly
invested in plant and equipment – factories, machine tools, shipyards – much of it  government-owned,
contractor-operated facilities built  to ensure production targets were met.  The War Production Board,
established in 1942, allocated materials and issued directives to industries on what to produce, essentially
acting as a national economic planner. Companies that received war contracts were often reimbursed for all
allowable costs plus a fixed profit, giving them strong incentives to expand capacity fast. In many cases, the
government built factories which private firms operated; after the war, those plants were sold to private
owners at a fraction of value or repurposed for civilian use. This amounted to a huge transfer of modern
productive  assets  to  the private  sector,  jump-starting postwar  industries.  Economist  Bracken Hendricks
notes  that  by  war’s  end  the  federal  government  had  essentially  underwritten  the  modernization  of
American manufacturing, leaving a legacy of new factories and infrastructure that the civilian economy
could build upon.

Labor was mobilized just as intensively. Unemployment effectively disappeared: the jobless rate plunged
from 14.6% in 1940 to 1.9% in 1945, an unheard-of low. Not only were 12 million men absorbed into the
armed forces, but millions of new civilian workers entered war industries – most famously, women took on
factory jobs as “Rosie the Riveters,” and African Americans migrated to industrial centers for skilled work in
the Second Great Migration. The labor demand was so high that employers who once excluded minorities
or  women now actively  recruited  them,  albeit  not  without  friction.  The  result  was  a  significant  rise  in
earnings and a narrowing of income inequality. The tight labor market increased wages across the board
and shifted income away from the top 1% toward the middle and lower classes.  The share of national
income held by the top 1% fell  from 15% in the late 1930s to about 10% by 1945. This more equitable
distribution continued through the postwar decades, contributing to the rise of a large middle class. In
short,  full  employment and labor  inclusion were  integral  parts  of  the  war  mobilization,  aligning the
workforce behind the national mission and boosting mass purchasing power.

World  War  II  also  integrated  the  American  economy  geographically in  ways  never  seen  before.
Historically, U.S. heavy industry had been concentrated in the Northeast and Midwest (“Rust Belt”), while the
South remained agrarian and the West sparsely industrialized. The war began to change that. The federal
government deliberately  located some defense plants  in  the South and West  to  utilize  their  labor  and
resources, and to build up strategic industry in those regions. For instance, massive shipyards and aircraft
factories sprang up in California, aiding the emergence of the West Coast as an economic powerhouse. The
American South likewise saw new military bases and war production facilities established, planting seeds of
postwar Sunbelt growth. Historians and economists have debated how much WWII directly accelerated the
South’s industrialization. Some research finds that counties receiving higher war investment did not always
sustain faster growth postwar. Nonetheless,  regional convergence did occur in the broader sense that
wartime demand drew formerly underdeveloped areas into the national industrial network. The war effort
brought  millions  of  Americans  from rural  or  stagnant  regions  into  dynamic  urban centers.  California’s
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population, for example, surged as people moved to work in defense industries, and the state’s aircraft
manufacturing output exploded (by 1943, California produced 20% of all U.S. warplanes). The infrastructural
investments of the war – from power plants in the Tennessee Valley to steel mills in the West – helped knit
the country together. By 1945, the United States had, in effect, built a national industrial system rather than
a collection of regional economies.

Equally  important  was  the  wartime  technological  push,  akin  to  a  forced-pace  innovation  race.  The
Manhattan Project (to develop the atomic bomb) is the most famous example, where the government spent
nearly  $2 billion (1940s dollars)  on scientific  R&D,  creating entire  secret  cities  (Los Alamos,  Oak Ridge)
devoted  to  advanced  physics  and  engineering.  More  broadly,  military  necessity  spurred  advances  in
rocketry,  radar,  computing  (the  first  programmable  digital  computer,  ENIAC,  was  funded  by  Army
Ordnance), medicine (mass production of penicillin, for instance), and materials science. The government
didn’t  shy  from an active  role:  agencies  like  the Office of  Scientific  Research and Development  (OSRD)
contracted top academics and inventors to solve technical challenges. This close alliance of the federal state
with science and industry prefigured the postwar military-industrial-academic complex, including the space
program  and  the  computer  revolution.  In  effect,  WWII  created  a  template  for  big  government-led
innovation projects,  demonstrating that  breakthroughs could be achieved on a  crash timetable  when
backed by ample resources and clear goals. 

By victory in 1945, the United States emerged with an economy utterly transformed from a decade earlier.
Industrial output had more than doubled, and many of the wartime industries smoothly transitioned to
civilian purposes. Auto companies went back to making cars instead of tanks, but now with new factories
and  techniques  developed  during  the  war.  The  enormous  pent-up  consumer  demand  (after  years  of
wartime  rationing)  fueled  a  postwar  buying  boom.  Moreover,  American  firms  faced  almost  no  foreign
competition in the late 1940s and 1950s – the war had devastated Europe and Japan’s industrial bases –
leaving U.S. manufacturers to enjoy global market dominance. The prosperity of the postwar era (the “long
boom”  of  ~1945–1973)  was  enabled  in  no  small  part  by  the  physical  and  human  capital  that  WWII
mobilization  left  behind.  Economist  Paul  Krugman and  others  have  likened  the  war  to  the  ultimate
stimulus that filled the hole of deficient demand. Yet as the data suggest, it was more than just Keynesian
pump-priming: it was an exercise in industrial capacity-building by the state. Roughly $26 billion worth of
war  plants  were  constructed,  and  after  1945  these  were  converted  to  peacetime  production  of  cars,
appliances,  commercial  aircraft,  and other  goods,  at  a  time when American consumers  were  eager  to
spend. The synergistic effect was tremendous economic growth – U.S. real GNP grew about 50% from 1940
to 1950 – coupled with rising living standards across nearly all strata of society.

World  War  II,  therefore,  serves  as  a  case  study  in  how  a  unifying  mission  (“win  the  war”)  can  drive
comprehensive economic restructuring. The war effort broke through the stagnation and half-measures of
the 1930s by compelling a whole-of-nation approach: government leadership, business cooperation, labor
mobilization,  and  scientific  innovation  were  all  synchronized.  One  contemporary  parallel  drawn  by
historians is the Apollo Moon Program in the 1960s – another example of a government-led mission that
stimulated broad technological progress. But Apollo, while inspiring, was far smaller in economic scale.
WWII remains unique in the degree to which it reconfigured an entire economy’s structure. It demonstrated
that  full employment and output are achievable when there is sufficient will  and coordination. It  also
underscored the role of the federal government as the only actor capable of orchestrating such an effort
across industries and regions. As the Democracy Journal observes, “No entity besides the U.S. government
could have organized such economy-wide coordination, nor marshaled the rapid investment required” to
achieve  the  wartime  production  miracle.  After  the  war,  these  lessons  informed  decades  of  policy:  for
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instance, returning veterans were aided by the G.I. Bill (1944) – another federal program that invested in
human capital (education, housing) to sustain growth. Moreover, the war experience laid the groundwork
for peacetime industrial policies such as the interstate highway system (initiated in 1956 under Eisenhower,
a former general mindful of logistics) and the support of emerging high-tech sectors during the Cold War.

In  summary,  partial  adaptation and market  failures  that  had plagued the interwar  U.S.  economy were
overcome by the  total industrial mobilization of WWII. The Great Depression ended definitively as idle
resources were put to use in service of a national mission. The United States by 1945 had achieved what one
might  call  “industrial  convergence”  –  previously  underutilized  labor,  capital,  and  regions  were  now
integrated into  a  high-output  equilibrium.  This  was  not  a  market  accident  but  the  result  of  deliberate
mobilization  strategy.  The  U.S.  emerged  with  a  more  coherent  national  economy:  one  with  modern
factories across the country, an expanded skilled workforce (including groups previously marginalized), and
a government experienced in guiding economic development. The postwar abundance of the 1950s and
1960s, often nostalgically remembered, was fundamentally enabled by this wartime economic revolution. In
later chapters, we will see how other nations, in their own contexts, replicated elements of this story: facing
dire  threats  or  challenges,  they  embarked  on  nation-wide  industrial  missions  that  transformed  their
trajectories.

Chapter 3: The Meiji Restoration (Japan) – National Survival
through Modernization

In 19th-century Japan, the  Meiji Restoration stands as a vivid example of an existential national mission
driving comprehensive economic  and social  reinvention.  When the Tokugawa shogunate’s  feudal  order
began to crumble in the face of Western encroachment (marked by Commodore Perry’s “black ships” in
1853 demanding trade access), Japan’s leaders confronted a stark choice: modernize or be colonized. The
Meiji Restoration of 1868, which formally returned power to the Emperor Meiji, was in practice a revolution
led  by  a  group  of  young  reformist  samurai  determined  to  save  Japan  from  foreign  domination  by
transforming it into a modern industrial nation-state. Their success was remarkable. In the span of just a
few decades (roughly  1870–1900),  Japan went  from a decentralized,  agrarian,  technologically  backward
society to a centralized state with advanced industry, a modern military, and the institutional trappings of a
Western-style great power. This transformation was explicitly framed as a national mission of “rich country,
strong army” (Fukoku Kyohei) –  the slogan of the era – indicating the intertwined goals of economic
development and military strength.

At the dawn of the Meiji period, Japan’s starting point was unpromising. Under Tokugawa rule (1603–1868),
the  country  was  isolated  from  the  world  (the  sakoku  policy)  and  divided  among  hundreds  of  semi-
autonomous feudal domains (han). Technology was pre-industrial; the samurai class ruled over a rigid social
hierarchy  of  peasants,  artisans,  and  merchants.  The  economy  was  largely  agricultural,  using  methods
unchanged for centuries. The Meiji reformers swiftly and ruthlessly dismantled this old order. By the early
1870s,  they  abolished  feudal  domains and  replaced  them  with  a  unitary  prefecture  system  under  a
centralized  bureaucracy  in  Tokyo.  Daimyo  (feudal  lords)  were  compensated  and  stripped  of  governing
power,  and  the  samurai  class  was  dissolved  –  their  stipends  converted  into  government  bonds,  their
privilege of wearing swords ended by 1876. In one of the most radical social  reforms, the government
declared an end to the rigid class system, proclaiming all subjects equal under the Emperor. This egalitarian
measure was aimed at freeing talent and labor to participate in the new economy (for example, it allowed
commoners to pursue education and military careers, breaking samurai monopoly). 
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Politically, the Meiji oligarchs (notably figures like Ōkubo Toshimichi, Saigō Takamori, and later Ito Hirobumi)
established a highly centralized, bureaucratic government that could direct the modernization process.
They sent delegations (the famous Iwakura Mission, 1871–73) to study Western institutions and secured
advice from foreign experts (oyatoi gaikokujin) in fields from engineering to education. A constitution was
promulgated in  1889,  creating an elected parliament  (the  Imperial  Diet)  by  1890 –  though real  power
remained with the Meiji leaders and the Emperor. These new institutions gave Japan the political cohesion
and  decision-making  apparatus  to  implement  nationwide  reforms.  Crucially,  the  leaders  framed
modernization in nationalist terms: it was done “in the Emperor’s name” and harnessed the loyalty that the
figure of the Emperor commanded in Japanese culture. Shintō was elevated as a state religion centered on
Emperor worship, fostering a civic ideology that obedience to modernization policies was a patriotic duty.
This ideological aspect cannot be overlooked: the Japanese people were asked to sacrifice and adapt for the
sake of the nation’s survival and honor, a powerful motivator in a society steeped in loyalty and collective
values.

Economically, the Meiji state acted as the chief architect of development. In the 1870s, it invested heavily in
infrastructure and industries that were beyond the reach of private capital at the time. The government
built  railways (starting with the first line in 1872 between Tokyo and Yokohama), ports,  telegraph lines,
mines, and modern shipyards. It established state-owned model factories in textiles, armaments, and other
key sectors to jump-start industrial activity. For instance, the Tomioka Silk Mill (1872) was a government-run
model  plant  to  upgrade  silk  reeling  technology  for  export-quality  silk.  Similarly,  government  arsenals
produced  modern  rifles  and  cannons  to  equip  the  new  conscription-based  army (universal  military
conscription was introduced in 1873, replacing the small samurai forces with a mass army). A national land
tax reform in 1873 provided a stable fiscal base by taxing farmers in cash (at roughly 3% of land value)
instead of in kind (rice), thereby monetizing the economy and funding the state budget. This highly efficient
tax  system typically  collected  around 20–30% of  national  income in  taxes,  an  extraordinary  rate  for  a
developing country, underscoring how resources were mobilized for the national project. 

In tandem, the Meiji government nurtured private enterprise. By the 1880s, it began selling many of the
state-owned factories to private investors – often influential merchant families – at low prices, effectively
creating  the  zaibatsu conglomerates  (like  Mitsui,  Mitsubishi)  that  would  dominate  Japan’s  industrial
landscape.  But  even as ownership shifted to the private sector,  the state guided development through
financial and institutional support. The establishment of a modern banking system was critical: the Bank of
Japan  was  founded  in  1882,  providing  a  central  bank,  and  European-style  commercial  banks  arose  to
mobilize savings. State policy encouraged “strategic” industries (railways,  machinery,  chemicals,  etc.)  via
subsidies, import tariff protection (once treaty limits eased in the 1890s), and technology transfer. Education
was another pillar – a national  compulsory education system was introduced (1872) to create a literate,
skilled workforce and instill  a  sense of citizenship.  By 1905,  primary school enrollment topped 95% for
school-age children, an impressive achievement that laid the human capital foundation for industrial work
and innovation. Japan also established technical schools, military academies, and specialized colleges,
often with  curricula  inspired by  German,  British,  or  American models  depending on the field  (German
influence in medicine and military, British in naval science, etc.). 

The  results  of  this  comprehensive  mobilization  around  modernization  were  dramatic.  By  the  end  of
Emperor Meiji’s reign in 1912, Japan was the first non-Western country to have successfully industrialized. It
possessed:  “a highly centralized, bureaucratic government;  a constitution with an elected parliament;  a well-
developed transport and communication system; a highly educated population free of feudal class restrictions; an
established and rapidly growing industrial sector based on the latest technology; and a powerful army and navy”.
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Each of these achievements marks a stark contrast to the Japan of 1868. Economically, Japan’s industrial
output and national income roughly tripled between 1885 and 1915, and per capita GDP grew significantly
(albeit from a low base). Rail lines connected all major cities; by 1890 Japan had laid thousands of kilometers
of track, facilitating internal trade and mobility. Light industry, especially the textile sector (silk and cotton
textiles), boomed – by the 1890s, silk exports were earning crucial foreign exchange. Heavy industry took
longer but made strides by the early 20th century: the Yahata Steel Works (a state-sponsored enterprise
begun in 1901) symbolized Japan’s entry into modern steel production, essential for machinery, railroads,
and warships.  Militarily,  the Meiji  modernization bore fruit  in victories against much larger powers:  the
Sino-Japanese War (1894–95) and the Russo-Japanese War (1904–05). In defeating Qing China and Czarist
Russia, Japan announced its arrival as a major power – it had built an army and navy that could go toe-to-
toe with Western forces, something unimaginable a generation prior.  These victories also fed back into
economic gains,  yielding colonies (Taiwan,  Korean protectorate,  rights  in  Manchuria)  that  provided raw
materials and markets, further fueling Japan’s industrial growth.

The  socio-political  impetus of  the  Meiji  transformation  was  clearly  Japan’s  will  to  preserve  national
independence and  to  renegotiate  the  unequal  treaties  imposed  by  Western  powers.  Those  treaties
(imposed in the 1850s–1860s) limited Japanese tariffs and gave foreigners extraterritorial rights. The Meiji
leadership keenly felt  national humiliation in this arrangement. Achieving economic power was seen as
essential to revising the unequal treaties and being accepted as an equal by the Western imperialists. This
motivation gave a collective sense of purpose – much like a war effort – to Japan’s modernization drive. The
entire  society,  from former samurai  entrepreneurs to peasant  conscripts,  was,  in  rhetoric  and often in
reality,  contributing to  fukoku kyōhei,  enriching the country and strengthening the military.  Institutional
tools deployed included top-down decrees (swiftly changing laws on land, currency, education, etc.), state
entrepreneurship  in  key  sectors,  and  later  a  legal  framework  for  corporate  activity  (commercial  code,
modern legal courts to support contracts and property rights). 

Of course, the Meiji  economic revolution was not without  human costs and  resistance.  Some samurai,
aggrieved by loss of status, led rebellions (the Satsuma Rebellion of 1877 led by Saigō Takamori was the
largest)  –  but  these were crushed by  the newly  formed conscript  army using modern weapons.  Many
peasants struggled with the cash taxes and rapid changes, leading to sporadic local uprisings in the 1870s
(which the government subdued). The drive for heavy industry in the 1890s put strains on the budget and
often relied on imported technology and managers,  requiring significant  public  debt.  Yet,  the national
leadership managed to maintain overall momentum and public support by pointing to tangible successes
and invoking patriotism. By the early 20th century, Japan had definitively exited the colonial threat zone – it
became a colonizer itself – and gained equality in treaty status with Western nations (tariff autonomy in
1911, for instance). 

In sum, the Meiji Restoration showcases how a clear existential mission (“build a rich nation and strong
army to avoid subjugation”) can galvanize a society to reinvent its economy. Japan’s transformation was
state-driven  but  society-wide:  it  realigned  political  authority  (feudal  lords  to  central  bureaucracy),
redeployed capital (from land-based wealth to industrial investment), restructured labor (from hereditary
classes  to  a  more  fluid  workforce  including  conscript  soldiers  and  factory  workers),  and  aggressively
imported and adapted technology (from British steam engines to German chemistry) to local needs. In
roughly 30–40 years, a near-feudal economy turned into an industrial exporter and military competitor on
the  world  stage.  The  Meiji  leaders  accomplished  this  by  treating  economic  development  as  a
comprehensive national project – effectively a peaceful campaign of “catching up” that was waged with the
urgency of war (and occasionally accompanied by real wars). The legacy of the Meiji era endured: it laid the
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groundwork for Japan’s further industrial expansion in the 20th century and serves as an early model of
latecomer  economic  development through strong  state  intervention  and  national  mobilization.  Later
chapters on South Korea and China will echo similar themes in different contexts.

Chapter 4: The U.S.–Soviet Space Race – Cold War Mission to
Innovate

In the mid-20th century, the  Space Race between the United States and the Soviet Union demonstrated
how an existential geopolitical competition could spur rapid technological and industrial advances. Though
different in context from total war or nation-state modernization, the Space Race (roughly 1957–1975) was
effectively a peacetime national mission: each superpower poured vast resources into achieving supremacy
in space exploration, seeing it as essential to national security, prestige, and ideological validation. This
competition  catalyzed breakthroughs  in  rocketry,  computing,  materials  science,  and many other  fields,
leaving a legacy that extended far beyond military use. In the United States, the Apollo program to land
humans  on  the  Moon  became  the  most  iconic  project,  engaging  over  400,000  workers  and  about
$25.8 billion in 1960s dollars (equivalent to $257 billion in 2020). More broadly, the Space Race led to the
creation of new institutions like NASA (founded in 1958) and spurred educational and research initiatives in
science and engineering. It exemplifies how a unifying vision – in this case, “winning” the race to space –
can integrate the efforts of government, industry, and academia to drive innovation.

The impetus for the Space Race was rooted in Cold War rivalry. When the Soviet Union launched Sputnik 1
(the world’s first artificial satellite) on October 4, 1957, it sent shockwaves through the American public and
leadership. Sputnik’s success suggested the Soviets had seized a lead in missile technology and potentially
could threaten the U.S. with nuclear-armed ICBMs from space. This sparked a sense of crisis in the U.S.,
comparable in psychological  impact to a “technological  Pearl  Harbor.”  In response,  President Dwight D.
Eisenhower and then John F. Kennedy after him framed space exploration as a race the U.S. must win to
prove the superiority of its system. Kennedy’s famous 1961 speech set the goal of landing a man on the
Moon by the end of the 1960s, explicitly rallying the nation around this challenge “because that goal will
serve to organize and measure the best of our energies and skills.” The Soviets likewise treated their space
achievements (like Yuri Gagarin’s first human orbit in 1961) as validation of socialism’s scientific prowess.
Thus, both superpowers were ideologically and strategically committed to pushing the frontiers of rocketry
and space flight.

In the United States, the Space Race led to a massive mobilization of scientific and technical resources
under government direction. NASA, a civilian agency, coordinated the efforts, but much of the work was
contracted  to  private  aerospace  companies  (North  American  Aviation,  Grumman,  Boeing,  etc.)  and
supported by universities and national labs. At its peak in the mid-1960s, NASA’s budget was about 4.4% of
federal spending (around 0.6–0.7% of GDP), far above its share in later decades. This influx of funding led to
the rapid growth of the U.S. aerospace industry. Major companies expanded their R&D and manufacturing
capacities  to  meet  NASA’s  needs  for  rockets  (e.g.,  the  Saturn  V  built  by  Boeing  and  North  American),
spacecraft, and countless subsystems. In doing so, these firms developed new competencies that could be
applied commercially  and militarily.  For instance,  Boeing, Lockheed Martin,  Northrop Grumman,  and
others grew into giants not just in space hardware but also in commercial aviation, defense systems, and
electronics, creating thousands of jobs and anchoring regional economies in Southern California, Seattle,
Houston, Florida’s Space Coast,  and beyond. The aerospace industry became one of the leading export
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sectors for the U.S. and a source of high-paying skilled employment, thanks in part to the Space Race’s
impetus.

Technologically, the advances from this period were remarkable.  Rocketry made leaps from the relatively
primitive V-2-derived designs of the 1950s to the colossal Saturn V moon rocket by 1967 – an achievement
requiring  innovations  in  propulsion,  guidance,  and  systems  engineering.  The  demands  of  launching
satellites and crewed missions drove miniaturization and reliability in  electronics: for example, the Space
Race accelerated the development of the first integrated circuits. NASA was one of the first large customers
for the microchips that would later power the computer revolution; the Apollo Guidance Computer used
integrated circuits and helped spur improvements in their production.  Telecommunications and satellite
technology  also  soared.  To  communicate  with  astronauts  and  link  global  tracking  stations,  the  U.S.
deployed advanced communication satellites (like Telstar in 1962). These efforts laid the groundwork for
modern satellite TV, GPS, and global telephony. Indeed, the infrastructure set up for space missions became
the  backbone of today’s connected world, enabling the instantaneous global communications we now
take for granted. The same satellite systems advanced remote sensing and weather forecasting, valuable
for civilian use.

Spillover  innovations  (often  called  “spinoffs”)  from  the  Space  Race  found  myriad  civilian  applications.
Memory foam, used to cushion astronauts during launch, was later commercialized for mattresses and
sports equipment.  Improved water purification systems were developed for long-duration missions and
then  applied  to  municipal  water  systems  on  Earth.  Early  robotics  and  digital  fly-by-wire  controls  were
pioneered for  spacecraft  and eventually  influenced industrial  robotics  and aviation.  A  U.S.  government
publication has documented over 1,300 NASA spinoff technologies benefiting society, from medical imaging
enhancements  to  scratch-resistant  lenses.  As  one  review  notes,  “These  spinoffs  contributed  to  economic
growth by creating new markets and industries, demonstrating how investment in space can yield broad economic
benefits.”. In other words, the Space Race functioned as a kind of forced R&D investment program, with the
government assuming the risks and costs of innovation which then diffused into the wider economy.

The educational and labor impact of the Space Race was also significant. In the U.S., concerns over Soviet
scientific advances led to the National Defense Education Act of 1958, which poured federal funding into
improving science, technology, engineering, and math (STEM) education from K-12 through university. This
act was explicitly aimed at producing more scientists and engineers to compete with the USSR. As a result,
enrollments in engineering programs surged in the 1960s, and a generation of students were inspired by
heroes like John Glenn and Neil Armstrong to pursue aerospace and computing careers. The Space Race
arguably  helped  expand  the  American  university  system’s  research  capacity  –  new  laboratories  and
disciplines (e.g.,  astronautical  engineering, computer science) got support.  Meanwhile,  the Soviet Union
heavily emphasized math and engineering training as well, producing legions of well-trained specialists in
rocketry  and  physics  (some  of  whom,  after  the  Cold  War,  contributed  to  global  science  and  tech
enterprises). The competition thus elevated the overall skill level of the workforce in both nations, a long-
term benefit. 

For the Soviet Union, the mission was pursued under a command economy framework – organizations like
Sergei  Korolev’s  OKB-1  design  bureau  achieved  early  milestones  (Sputnik,  Gagarin’s  flight,  the  first
spacewalk) with centralized state resources. However, the Soviet side eventually fell behind in the 1960s due
to  internal  issues  (Korolev’s  death,  bureaucratic  infighting,  weaker  industrial  base  for  high-quality
electronics). Nonetheless, their achievements forced the U.S. to push harder, exemplifying how rivalry can
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spur progress. The Soviets also saw spinoffs, particularly in military missile tech and later in applications like
nuclear power generation (their early space nuclear reactors for satellites). 

From  a  broader  perspective,  the  Space  Race  cemented  the  idea  of  large-scale  federal  research  and
development programs. Post-Apollo, NASA continued with the Space Shuttle and various probes, though
funding was reduced. The U.S. Department of Defense also recognized the value of advanced R&D, leading
to the creation of DARPA (Defense Advanced Research Projects Agency) in 1958, which would go on to foster
the ARPANET (precursor to the Internet) and stealth technology, among others – indirectly also a fruit of the
Cold War tech race mindset.

The socio-political impetus behind these efforts was partly fear and partly aspirational idealism. Fear of
military inferiority provided the initial kick (no one wanted a “missile gap” with the Soviets), but Kennedy and
successors also sold the space program as a peaceful quest for knowledge and a symbol of liberal capitalist
democracy’s vitality. This narrative captured the public imagination and built political support for what was
a very expensive undertaking. By framing Apollo as a test of national will (“We choose to go to the moon…
not because it is easy, but because it is hard”), the U.S. leadership elicited a spirit of sacrifice and excellence
reminiscent of war mobilization, though with an aspirational rather than destructive goal. The cooperation
of  thousands  of  contractors  and  scientists  was  secured  by  generous  funding  and  the  prestige  of
participation – being part of “history in the making.” The  institutional tools included not just NASA, but
also  the  large  federal  procurement  apparatus  that  could  manage  complex  projects  and  an  oversight
structure to ensure progress (Congressional committees, presidential science advisors, etc.). 

The long-term consequences of the Space Race are multifaceted. It undoubtedly advanced the U.S. lead in
high-technology  industries,  contributing  to  economic  strengths  in  computing,  aerospace,  and
telecommunications that lasted through the late 20th century. It also set precedents for how government
can successfully partner with industry and academia on  big science projects (the Human Genome Project
and  contemporary  big-science  endeavors  owe  something  to  the  Apollo  template  of  goal-oriented
collaboration). Culturally, the Space Race imbued a generation with a belief in progress through science,
and the images of Apollo 8’s “Earthrise” photo and Apollo 11’s Moon landing had global impact on human
consciousness and environmental awareness. 

However, one should note that unlike WWII or Meiji Japan, the Space Race’s economic impact was largely in
advanced sectors and did not directly address broad employment or structural economic problems. By the
1970s,  the  U.S.  faced  stagflation  and  industrial  decline  in  traditional  sectors;  the  benefits  of  Apollo’s
technology were diffuse and long-term. The space mission did not prevent the rusting of Midwestern steel
mills  or  the  oil  shocks.  In  the  Soviet  Union,  the  economic  strain  of  military-tech  competition  arguably
contributed to its stagnation. Thus, while the Space Race was successful as a tech mobilization mission, it
was not a panacea for all economic ills. It was narrower in scope than a total war mobilization. 

Nevertheless,  as  an instance of  national  mission-driven reinvention,  the  Space Race is  instructive.  It
shows  that  clear,  inspirational  goals  (like  a  Moon  landing)  can  justify  massive  public  investments  in
innovation that the private sector alone would not undertake, leading to broad spillover benefits. It also
highlights the importance of  competition – the fact  that two superpowers were vying meant each was
willing  to  commit  extraordinary  resources  and  cut  through  peacetime  complacency.  In  the  following
chapters, we will see how other national missions, often born of competition or survival imperatives, drove
countries to similarly reinvent or modernize their economies in fundamental ways.
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Chapter 5: South Korea’s Miracle – Export-Led Industrialization
under Park Chung-hee

Few transformations have been as  rapid  and sweeping as  South Korea’s  rise  from one of  the poorest
countries in the 1950s to a leading industrial economy by the 1980s. Central to this “Miracle on the Han
River” was the leadership of  Park Chung-hee, who ruled South Korea from 1961 to 1979. Park, an army
general who took power in a coup, articulated a national mission of economic development to ensure the
young republic’s survival and autonomy in the face of security threats (North Korea, Cold War pressures)
and abject poverty. Under Park’s authoritarian but developmentalist regime, South Korea embraced export-
led  industrialization with  remarkable  single-mindedness.  The  country  reorganized  its  institutions  and
mobilized capital and labor to build globally competitive industries – first in light manufacturing like textiles
and footwear, then in heavy industries such as steel, shipbuilding, automobiles, and electronics. The result
was annual GDP growth often exceeding 8%, a 100-fold increase in export value over two decades, and the
emergence of South Korea as one of the “Four Asian Tigers.”

When Park Chung-hee seized control in 1961, South Korea (the Republic of Korea, ROK) was struggling. The
Korean War (1950–53) had devastated the peninsula’s economy and infrastructure. The ROK, lacking natural
resources and landlocked from its traditional markets in the north, relied on U.S. aid for survival through
the  1950s.  Industrially,  it  was  rudimentary  –  per  capita  income  was  under  $100,  and  exports  were
negligible,  consisting  mostly  of  raw  materials  or  simple  goods.  Corruption  and  instability  marked  the
democratic government of Syngman Rhee (1948–1960), and Rhee’s fall led to a short-lived Second Republic
that was economically faltering. Park and the military justified their coup by the need to impose discipline
and kick-start development, framing economic growth as a matter of national security. With a militant
North Korea on its  border,  South Korea’s  leadership believed only rapid industrial  growth could fund a
strong  military  and  ensure  political  stability,  thereby  safeguarding  the  nation’s  freedom.  This  urgency
mirrored, in peacetime, the kind of existential impetus that spurs war mobilization.

Park’s administration quickly set up an effective state planning apparatus. The Economic Planning Board
(EPB) was established in 1961 to devise five-year development plans, coordinate ministries, and allocate
resources. Park attracted talented technocrats (often foreign-educated Koreans) into government and gave
the  EPB  substantial  powers  over  budgeting  and  policy.  The  First  Five-Year  Plan  (1962–66)  focused  on
building basic industries and infrastructure, and subsequent plans ratcheted up ambitions for heavy and
chemical industries. A hallmark of Park’s strategy was a shift from import-substitution (making goods for
domestic use) to  export-oriented industrialization.  The government set aggressive export targets and
tied them to firm performance:  companies that met export goals were rewarded with access to credit,
foreign exchange, and import licenses, while those that failed could be cut off. This created a Darwinian but
growth-maximizing  incentive  structure  in  the  business  community.  As  one  analysis  summarizes,  an
entrepreneur under Park “could become rich, but only if … export performance was outstanding” – mere
political connections were not enough to sustain state support. This export-first policy was practically the
unwritten  constitution  of  Park’s  regime.  It  steered the  energies  of  both  bureaucrats  and businessmen
toward conquering foreign markets.

To facilitate export growth, Park’s government undertook several critical institutional reforms. It unified and
stabilized  the  currency  and reformed the  exchange rate –  a  major  devaluation in  1964 made Korean
exports more competitive. It overhauled the financial system with an  interest rate reform in 1965 that
sharply raised bank deposit rates, successfully mobilizing domestic savings into the banking sector. This
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move addressed a chronic shortage of capital by tapping into household savings at realistic interest rates
instead of keeping rates artificially low. As a result, savings and investment surged – real domestic savings
doubled in 1965 and again by 1967 after the reforms. The government also used directed credit: through
state-owned or controlled banks, it funneled cheap loans to sectors it wanted to promote (textiles in the
early  60s,  then electronics,  then heavy  industry  in  the 70s).  Tariff  and tax  incentives  were granted for
importation  of  raw  materials  and  capital  goods  needed  for  export  production,  effectively  subsidizing
exporters. Meanwhile, imports of consumer goods were tightly restricted to prevent luxury consumption
and conserve foreign exchange. 

A key tool in Park’s arsenal was the fostering of large business conglomerates known as chaebols. These
family-owned conglomerates (Samsung, Hyundai,  LG, SK, etc.)  received preferential  access to credit and
import licenses, and in return were expected to drive the nation’s industrial expansion. The chaebol system
can be seen as Korea’s adaptation of the Japanese zaibatsu/keiretsu model, aligning big business interests
with state objectives. For example, Hyundai was supported to enter shipbuilding in the early 1970s when
Korea had no modern shipyard – by the end of that decade, Hyundai Heavy Industries was one of the
world’s top shipbuilders, fulfilling Park’s mandate to make Korea a force in heavy industry. The government
orchestrated  such  moves,  often  by  issuing  challenges:  Park  famously  held  monthly  meetings  where
exporters who hit targets were praised and laggards scolded or even arrested for poor performance. This
heavy-handed  approach  created  what  scholars  Amsden  and  Chu  have  called  a  system  of  “reciprocal
accountability” – state patronage in exchange for business results.

The  socio-political  trade-offs  were  significant.  Park’s  regime  was  authoritarian;  political  dissent  was
suppressed (especially after the Yushin Constitution of 1972 which effectively made Park president-for-life).
Labor unions were co-opted or repressed to ensure wage increases did not erode export competitiveness.
Indeed, keeping wages relatively low in the early phase was part of the model to make labor-intensive
exports  cheap.  This  meant  that  workers  often toiled in  difficult  conditions  for  long hours  –  a  sacrifice
justified  by  the  regime  as  necessary  for  nation-building.  By  the  1970s,  as  the  economy  grew,  living
standards did rise and wages followed, but labor rights remained curtailed until after Park’s assassination
and the eventual democratization in 1987. Thus, the “dark side” of the miracle included curtailed freedoms
and uneven distribution (in early years), though later the growth became more broad-based. Park himself
was unapologetic about prioritizing growth: he often invoked South Korea’s very survival as depending on
economic strength, especially given the constant threat from the North. 

The scale of transformation under Park can be quantified through a few telling metrics. In 1962, at the
start of the first Five-Year Plan, South Korea’s total exports were a mere US $55 million, primarily in low-
value goods. By 1980, exports exceeded $17 billion – more than a 300-fold increase. As a share of GDP,
exports rose from under 5% in the late 1950s to about 35% of GDP by 1980. Such a dramatic shift indicates
how  thoroughly  the  nation  reoriented  towards  the  world  economy.  Annual  industrial  output  growth
averaged in double digits. South Korea went from having virtually no steel production in 1960 to operating
one of the world’s most efficient integrated steel mills (Pohang Iron and Steel Company, POSCO, founded
1968 with state support) by the 1970s. Shipbuilding capacity similarly grew from zero to world-leading. Per
capita income, which was around $80 in 1960 (lower than many sub-Saharan African countries at the time),
rose to nearly $1,600 by 1980 – a twentyfold increase in two decades. Though still a middle-income country
by 1980, South Korea had definitively escaped the trap of underdevelopment and built the foundations for
eventual entry into the ranks of advanced economies (which it achieved in the ensuing decades). 
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The institutional and policy tools used were a textbook case of developmental state practices: indicative
planning,  export subsidies,  controlled finance,  protection of nascent industries,  and performance-based
rewards. Park also cleverly leveraged foreign capital: securing war-time contracts to send Korean troops
(and workers) to Vietnam in the 1960s brought in US payments; normalizing relations with Japan in 1965
unlocked Japanese loans and technology transfer; and inviting foreign direct investment in targeted sectors
provided access to know-how. Unlike many other developing countries of the time, South Korea did not rely
primarily on natural resource exports or external aid after the early 60s; instead it built an industrial export
machine. 

The long-term consequences of Park’s era were profound. By anchoring export-led growth, South Korea
continued to expand after Park’s death, weathering some shocks (like the 1979–80 oil crisis and political
turmoil)  but  resuming high growth under subsequent leaders.  The country became one of  the world’s
leading exporters of ships, cars, semiconductors, and consumer electronics by the 1990s. The structure of
the economy had shifted from agrarian to manufacturing-dominant and increasingly technology-intensive.
Perhaps even more importantly, Park’s success in fostering development created a strong middle class and
urban society, which eventually demanded greater political openness – contributing to Korea’s transition to
democracy. Though Park himself was a dictator, his economic legacy inadvertently laid the groundwork for
a more pluralistic society by eradicating the desperation that often underpins authoritarian control. 

In evaluating this case, one sees clearly how an existential mission – to modernize and grow rapidly to ensure
national survival – can justify extraordinary measures and yield extraordinary results. South Korea in the
1960s was literally  under the gun (the DMZ clashes,  the shadow of  another  North invasion),  and Park
analogized  economic  development  to  fighting  a  war.  The  entire  country  was  marshaled  in  that  effort:
students  were  sent  to  the  countryside  in  “New Village (Saemaul)  Movement”  campaigns  to  uplift  rural
productivity,  housewives  were  exhorted  to  save  foreign  exchange  by  not  consuming  imported  goods,
engineers and entrepreneurs were celebrated as national  heroes.  This intense focus created a national
ethos of developmentalism that outlasted Park. 

It  is  worth noting that  not  all  outcomes were positive.  The concentration of  wealth in  chaebols,  some
environmental  degradation,  and  suppressed  political  rights  were  real  downsides.  Nevertheless,  from a
purely  economic  standpoint,  South  Korea’s  transformation  under  Park  Chung-hee  stands  as  a  premier
example of how a determined state can reshape a poor agrarian society into an industrial powerhouse
within  a  single  generation.  It  reinforces  the  theme  that  realigning  institutions  (government  and
business),  capital  (through  credit  allocation),  labor  (through  education  and  discipline),  and
technology (through import and innovation) around a clear mission can yield dramatic progress. This
model, tailored to Korean circumstances, would later inspire other developing nations and is studied in the
development economics literature as a successful case of “late development”.

Chapter 6: The Marshall Plan and European Integration –
Rebuilding and Uniting Postwar Europe

In the aftermath of World War II, Western Europe faced an existential challenge of a different kind: physical
and economic devastation coupled with the looming threat of Soviet communism. The response was a set
of initiatives – notably the  Marshall Plan (1948–1952) and the creation of the  European Coal and Steel
Community (ECSC) in 1951 – that together constituted a mission to reinvent Europe’s economies on new
foundations of cooperation and integration. While not a single nation’s mission, these programs required
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European countries to align politically and economically in unprecedented ways to achieve recovery and
growth. The Marshall Plan (officially the European Recovery Program) injected U.S. aid and know-how to
kick-start industrial revival, and it “generated a resurgence of European industrialization and brought extensive
investment into the region.”. The ECSC, for its part, bound former adversaries (France, West Germany, Italy,
Benelux)  into  a  common  market  for  coal  and  steel,  explicitly  to  make  future  war  impossible  and  to
rationalize heavy industry at a continental scale. Together, these efforts illustrate how  existential national
(and supranational) missions – in this case, to achieve economic recovery, prevent the spread of communism,
and ensure  lasting peace  –  drove  a  thorough restructuring of  Europe’s  political  economy and laid  the
groundwork  for  decades  of  prosperity  (the  “Trente  Glorieuses,”  or  thirty  glorious  years,  of  European
growth).

The Marshall Plan was proposed by U.S. Secretary of State George C. Marshall in June 1947, at a time when
Europe’s situation was dire. Factories and transport infrastructure had been bombed out; many countries
had 1946 industrial outputs far below prewar levels. Shortages of food, fuel, and raw materials persisted,
and hard currencies like the dollar were scarce. In the winter of 1946–47, economic conditions deteriorated
sharply, raising fears that impoverished populations might turn to communist parties (which were gaining
strength in countries like France and Italy). The U.S. perceived a stable, recovered Europe as vital to its own
security and trade. Congress approved over \$12–13 billion in aid (about \$130+ billion in today’s dollars) to
Western Europe from 1948 to 1952. This aid came mostly as grants (plus some loans) to buy food, fuel, raw
materials, and capital goods, largely from the U.S., to revitalize European industry. Sixteen countries (the
Organization for  European Economic Cooperation,  OEEC,  was formed to coordinate them) participated,
including former foes (West Germany, Italy) but excluding the Soviet bloc.

The impact of Marshall Plan aid was immediate in relieving bottlenecks – coal to run power plants, grains to
feed urban workers, etc. – and in financing critical imports for reconstruction. But beyond the dollars, the
Marshall Plan carried an institutional vision. The U.S. insisted that Europe cooperate in allocating aid and
reducing trade barriers among themselves. This was a nudge towards integration: before the war, European
nations  had  been  protectionist  and  economically  fragmented;  now  they  were  encouraged  to  plan
collectively.  The  aid  also  came  with  technical  assistance.  American  experts  advised  on  increasing
productivity, leading to the creation of management training programs and the spread of modern industrial
techniques (e.g., better factory layouts, modern accounting). The plan even sent European engineers and
managers on study tours to American industries. By the end of the program in 1952, the western European
economies had largely returned to prewar output levels and then surpassed them. From 1948 to 1952,
participating countries saw their aggregate gross national product grow by around 15–25%. The Marshall
Plan is credited with helping to tame inflation and stabilize currencies (through the establishment of the
European Payments Union), thereby restoring functioning market economies. Perhaps just as crucially, it
fostered a sense of shared endeavor among Western European nations and tied them closer to the United
States, cementing the West’s Cold War bloc.

While  some  historians  debate  the  Plan’s  necessity  (pointing  out  that  structural  recovery  might  have
happened eventually without it), it undoubtedly accelerated investment and industrial modernization at
a critical juncture. By injecting capital and confidence, it enabled Western Europe to embark on a sustained
boom.  In  countries  like  West  Germany,  the  infusion  of  raw  materials  and  removal  of  trade  barriers
interacted with internal reforms (like Ludwig Erhard’s currency reform and free-market policies) to trigger
the  “Wirtschaftswunder”  (economic  miracle).  Likewise,  France  used  aid  for  ambitious  state-led
modernization (the Monnet Plan), focusing on key sectors like steel, cement, and electricity. The U.K., largest
recipient  of  aid  in  absolute  terms,  mostly  stabilized  but  also  invested  in  machinery  to  modernize  its
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manufacturing.  Across  the  board,  the  Marshall  Plan  promoted  recognition  of  Europe’s  economic
interdependence –  an  understanding  that  one  country’s  recovery  depended  on  others,  encouraging
cooperative structures.

This  cooperative  ethos  directly  paved  the  way  for  the  European  Coal  and  Steel  Community  (ECSC).
Proposed  by  French  Foreign  Minister  Robert  Schuman  in  May  1950  (and  guided  intellectually  by  Jean
Monnet), the ECSC aimed to do something revolutionary: it pooled the coal and steel industries of France,
West Germany, Italy, Belgium, the Netherlands, and Luxembourg under a supranational High Authority .
The logic was two-fold: economically, integrating coal and steel (the backbone of industrial might and war-
making  capacity)  would  boost  efficiency  and  output;  politically,  by  making  these  countries  share  vital
resources, it would bind their fates and prevent future conflicts (especially between arch-rivals France and
Germany). In Schuman’s words, it made war “not merely unthinkable but materially impossible.” The Treaty
of Paris (1951) established the ECSC, which came into operation in 1952. This was the first international
organization based on the principle of  supranationalism – member countries agreed to delegate some
sovereignty to an independent authority for the common good.

The ECSC’s achievements included the creation of a common market for coal, coke, steel, iron ore, and
scrap among the six members. By 1954, as cited earlier, virtually all tariffs and quotas on these materials
were eliminated within the Community, leading to a  dramatic increase in trade in coal and steel during
the 1950s. This helped alleviate shortages and allowed resources to flow to where they were most needed.
For example, West Germany’s efficient coal mines could fuel French steel mills, and French iron ore could
supply German blast furnaces, all without bureaucratic hindrances. Steel production and consumption rose
significantly, supporting the broader industrial boom. The ECSC also established common rules to prevent
the re-emergence of anti-competitive cartels and to manage prices and production levels to avoid gluts or
shortages. Notably, the High Authority could set production quotas or minimum prices if needed and had
power to levy fines on companies that  violated the treaty’s  provisions.  This  was a novel  experiment in
international  economic  governance.  While  it  wasn’t  without  challenges  –  coal  integration  was  soon
overshadowed by the shift to oil, for instance – it laid institutional groundwork for deeper integration.

One  tangible  impact  was  industry  rationalization.  In  the  1950s,  the  ECSC  facilitated  investment  in
modernizing coal  mines and steel  plants,  and also supervised the painful  process of  closing inefficient
facilities as energy economics changed. Later, in the 1970s, when European steel faced a crisis from global
competition,  the  ECSC  framework  allowed  coordinated  capacity  reductions  and  retraining  programs,
softening  the  blow  to  any  single  country.  These  are  early  examples  of  managing  structural  economic
change at a multinational level.

Politically, the success of the ECSC in building trust led directly to the Treaties of Rome in 1957, creating the
European Economic Community (EEC) – a customs union aiming for general economic integration – and the
Euratom for nuclear energy cooperation. Those would evolve into today’s European Union. Thus, the ECSC’s
mission  to  tightly  bind  strategic  industries  was  the  first  step  toward  a  united  Europe focused  on
“economic recovery,  prosperity,  and lasting peace”.  It  demonstrated that former enemies could achieve
mutual  benefit  through  integration.  West  Germany’s  speedy  rehabilitation  into  the  Western  fold,  for
instance, was accelerated by the ECSC (Adenauer saw it as a path to regain sovereignty and respect by
cooperation rather than aggression).

In summary, Western Europe’s postwar reinvention was driven by a collective mission: to rebuild economies
shattered by war, to prevent future war through unity, and to stand firm against the ideological and security
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challenge of the Soviet bloc. The institutional tools were innovative – a massive foreign aid program with
conditions  encouraging  free  trade  and  cooperation  (Marshall  Plan),  and  a  new  form  of  supranational
organization (ECSC)  that  pooled sovereignty  for  common gain.  The  scale  of  transformation was  vast:
Europe went from rationing and ruin in the late 1940s to an unprecedented boom in the 1950s and 1960s
where  growth  averaged  around  4–5%  per  year,  incomes  doubled  or  tripled,  and  welfare  states  and
consumer societies emerged. By 1950, Western Europe had roughly recovered pre-war production; by 1970,
it was an integrated engine of the world economy, second only to the U.S., with the EEC as a major trading
bloc.

The long-term consequence – European integration – is still ongoing, but its economic fruits are evident in
the decades of peace and prosperity in Western Europe and later in a re-united Europe. The Marshall Plan
and ECSC showed that even bitter rivals like France and Germany could realign their industries and interests
under  a  common  vision.  It’s  a  case  where  the  mission  (peace  and  recovery)  required  transcending
traditional nationalism to create a new political-economic order. This stands somewhat apart from the
other cases (which are national missions) but underscores a principle: when the old order is broken (by war)
and a new threat looms (communism), bold cooperative approaches can reconstruct and reinvent economies. The
willingness to adopt shared sovereignty in economic affairs was a revolutionary idea born out of necessity
and vision.

One can argue that  without  these  efforts,  Europe might  have  followed a  far  different  path  –  possibly
languishing in stagnation or falling to communist influence in the worst case. Instead, by the late 20th
century, Western Europe was not only prosperous but a model of regional integration. The European Coal
and  Steel  Community’s  founding  charter  declared  that  Europe  would  be  built  through  “concrete
achievements which first create a de facto solidarity” – a philosophy of gradual mission-driven integration
that indeed rebuilt the continent.

Chapter 7: Deng Xiaoping’s Reforms – China’s Post-1978 Economic
Rebirth

In 1978, the People’s Republic of China embarked on an extraordinary journey of economic reinvention
under  the  leadership  of  Deng Xiaoping.  After  nearly  three  decades  of  Maoist  policies  –  including the
catastrophic Great Leap Forward and the societal upheaval of the Cultural Revolution – China’s economy
was impoverished, inefficient, and isolated. Deng and his reformist allies framed their mission as the “Four
Modernizations” (of agriculture, industry, defense, and science/technology), effectively setting China on a
course to become a prosperous and strong nation after centuries of turmoil. This mission had existential
stakes: the legitimacy of the Communist Party, the unity of the nation, and China’s standing in the world all
seemed to hinge on ending stagnation and improving people’s lives. Starting in 1978, China undertook
market-oriented reforms and opened to the global economy, while maintaining one-party political control.
The scale of the transformation that followed is unprecedented: China’s GDP grew at an average of about 9–
10% for over 40 years, hundreds of millions were lifted from poverty, and China emerged as the world’s
second-largest  economy and a  manufacturing superpower.  This  chapter  examines  how Deng’s  reforms
realigned China’s political economy, the tools and policies used, and the consequences for both China and
the world.

The socio-political  impetus for reform came with Mao Zedong’s  death in 1976 and the ascent of  Deng
Xiaoping by 1978.  After the Cultural  Revolution decade (1966–76) had ravaged the party and economy,
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pragmatic leaders recognized that without economic growth, the Communist regime might face crisis or
collapse. Unlike previous examples, China’s “external threat” was not military invasion but the possibility of
irrelevance and internal instability.  Mao’s ideological campaigns had left China technologically backward
relative to not just the West but also to East Asian neighbors like Japan and the newly industrialized “Tigers.”
Deng famously summarized the new ethos with pragmatism: “It doesn’t matter whether a cat is black or white,
if it catches mice it’s a good cat.” In other words, ideological purity (Marxist economics) would be set aside in
favor of whatever policies delivered results. The party proclaimed a new focus on economic construction
over class struggle. In December 1978, at the pivotal Third Plenum of the 11th CCP Congress, China officially
adopted reform and opening as its guiding strategy, prioritizing economic development above all else. This
shift was as fundamental as Meiji Japan’s embrace of Western methods – a recognition that old dogmas had
failed and that modernization must take a new path.

Institutionally, Deng worked within the one-party system, gradually convincing conservative elements to
accept changes by showing success in pilot projects and by framing reforms as a continuation of socialism
(the term used was “socialism with Chinese characteristics”). The reforms began in agriculture, where the
collective  farming  system  was  dismantled.  In  1978–1980,  the  Household  Responsibility  System was
introduced: land remained publicly owned but was contracted out to individual families who could farm it
and sell surplus produce on a quasi-market. This immediately boosted productivity and output; by giving
peasants incentives (they could keep profits after meeting state quotas), China saw record harvests in the
early 1980s. Rural incomes surged, and for the first time since the 1950s, the threat of famine receded.
Alongside this, farm product prices were raised and state procurement was reduced, injecting purchasing
power into the countryside.  The agricultural  reforms freed up a huge surplus labor force (hundreds of
millions of peasants were no longer needed on the farm as productivity rose). Many of these people later
migrated to towns or started  Township and Village Enterprises (TVEs) – small businesses in rural areas
that  were  a  unique  hybrid  of  local  government  and  private  entrepreneurship,  producing  goods  from
consumer items to industrial  inputs.  The TVE sector boomed in the 1980s, absorbing labor and fueling
growth without formal privatization.

In industry, reform was more gradual but momentous. State-Owned Enterprises (SOEs) were given more
autonomy through the 1980s – they could retain some profits, experiment with bonuses for workers, and
later (1990s) even undergo partial privatization or closure if inefficient. Price controls, which in the Mao era
had set all prices rigidly, were partially relaxed under a “dual-track” system: SOEs still supplied a quota to the
state at  fixed prices but could sell  excess output at  market  prices.  This  introduced market  signals  and
competition among firms, albeit in a controlled way. Over time, these reforms increased efficiency but also
created complexities like inflation and corruption (as some officials arbitraged price differences). In 1992,
after some wavering, Deng’s famous “Southern Tour” reaffirmed the commitment to deeper reform, paving
the way for massive restructuring and downsizing of SOEs in the mid-1990s and a definitive shift toward a
market economy (albeit with heavy state guidance). By the 2000s, the majority of China’s industrial output
came from private or mixed-ownership firms, a sea change from 1978 when the state sector was nearly
100%.

The  opening to the outside world was arguably even more transformative. Deng’s China made a sharp
turn to participate in the global economy. This began with the establishment of  Special Economic Zones
(SEZs) in the late 1970s and early 1980s – notably Shenzhen, across from Hong Kong, which was a fishing
village in  1978 but  designated an SEZ in  1980.  These zones were granted liberties  to experiment with
capitalist  practices:  foreign  investors  could  build  factories,  import  equipment  duty-free,  hire  workers
outside  the  rigid  state  job  assignment  system,  and  export  products  with  minimal  interference .2
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Shenzhen and a few other zones (Zhuhai, Xiamen, Shantou) became laboratories of market economics. The
results  were  stunning:  Shenzhen’s  population  exploded  from  a  few  tens  of  thousands  to  millions  as
factories sprang up making goods for export (electronics, garments, toys, etc.) . By 1984, seeing the SEZ
success, China opened 14 coastal cities to foreign investment and trade on similar terms. Over the next
decades,  this  opening  extended  virtually  nationwide,  culminating  in  China  joining  the  World  Trade
Organization in 2001.

The inflow of foreign capital and technology was a key driver of China’s rapid industrialization. Multinational
corporations set up assembly operations to take advantage of low labor costs – initially simple tasks like
making plastic goods or basic electronics, but gradually moving up the value chain. Joint ventures brought
in managerial know-how and exposed Chinese partners to global standards. For instance, partnerships in
automobile manufacturing (with Volkswagen, GM, etc.) helped create a domestic car industry. Equally, the
Chinese diaspora (Hong Kong and Taiwan businessmen) invested heavily in mainland factories, bridging
knowledge and providing export markets. Deng’s government offered tax holidays and built infrastructure
to court these investors. The export manufacturing juggernaut was born – by the 1990s, “Made in China”
became ubiquitous globally  for  low-cost  manufactures.  Exports,  which were under  \$10 billion in  1978
(mainly oil and simple goods), skyrocketed to \$250 billion by 2000 and over \$2 trillion by 2018. Foreign
trade as a share of GDP rose from negligible to over 60% at its peak – a remarkable globalization of what
had been a closed economy.

The technological capacity of China improved via multiple channels: importation (China imported whole
factories and machinery, learning by doing), foreign training (students were sent abroad again, after Mao’s
era  of  isolation,  to  study  science  and  engineering  –  many  returned),  and  indigenous  R&D  gradually
increasing as the economy grew. A notable decision was the emphasis on education: though the Cultural
Revolution had disrupted universities,  Deng reinstated college entrance exams in 1977 and invested in
expanding higher education, especially in technical fields. Over time, this yielded a huge STEM workforce.
China  also  leveraged  defense  connections  –  for  example,  military  research  institutes  spun  off  civilian
applications (like rockets to launch satellites became rockets to launch commercial payloads). 

Political and social realignments accompanied the economic changes. Millions of Chinese were allowed to
move – the rigid household registration (hukou) system was loosened for work purposes, enabling one of
history’s largest migrations from inland rural areas to coastal cities. This provided labor for industries but
also created social strains (urban slums, family separations). The Communist Party itself moved from mass
campaigns to technocratic governance, promising higher living standards as its new source of legitimacy.
Corruption emerged as a serious issue amid newfound economic freedoms, which the Party managed with
mixed success.  But overall,  the CCP maintained control  by adapting –  many officials  became, in effect,
champions of growth, and the Party co-opted new entrepreneurs (allowing capitalists to join the Party in the
1990s, for instance) to prevent the rise of an independent capitalist class that might challenge it. 

The scale of China’s transformation is perhaps best captured in a few comparisons. In 1978, over 80% of
Chinese  lived  in  the  countryside;  by  2020,  over  60%  lived  in  cities  –  representing  the  urbanization  of
hundreds of millions of people. GDP in 1980 was around \$191 billion; by 2020 it exceeded \$14 trillion, a
nearly 75-fold increase in real terms. Per capita income rose from under \$300 to over \$10,000. China went
from virtually no private cars or highways to the world’s largest car market and a vast expressway network.
It  leapfrogged technologically  from scarce landline phones to nearly  a billion mobile phone users with
advanced 5G networks. Industrially, China became the world’s largest producer of steel, cement, aluminum,
ships,  electronics,  you name it.  Deng’s famous phrase for the reform process was  “crossing the river  by
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feeling the stones,” implying a gradual,  experimental  approach.  Indeed,  reforms were phased and often
trialed locally first. But eventually, they added up to a river thoroughly crossed: from a Maoist command
economy to a hybrid “socialist market economy” that is highly dynamic and globally integrated.

The  consequences and principles from China’s case align with the pattern we’ve seen. Deng’s mission –
make China rich and strong (a dream of Chinese reformers since the 19th century) – necessitated realigning
virtually every aspect of society. Political authority was re-legitimized on economic performance rather than
ideology. Capital was redirected from state planned allocation to a mix of state and market allocation, with
huge  inflows  from  abroad.  Labor  was  freed  from  collectivist  constraints  and  deployed  in  the  most
productive sectors (agriculture to industry to services over time). Technological capacity was acquired by
openness  to  foreign  ideas  and  later  by  indigenous  innovation.  China’s  success  underscores  a  general
principle:  a pragmatic,  clear  goal  (economic  modernization)  implemented by  flexible  institutional
change can unleash enormous growth potential in a previously misaligned system. By “letting some
get rich first” and decentralizing decision-making, China tapped the entrepreneurial  energies of its vast
population – something its previous system had stifled.

However,  the  Chinese  case  also  shows  the  importance  of  sequence  and  control  in  a  transition.  The
government maintained stability (which Deng viewed as paramount) during potentially disruptive changes
by sequencing reforms (agriculture first,  then industry,  etc.),  by keeping the Party  firmly in  charge (no
political liberalization akin to perestroika in the Soviet Union, which Deng believed led to chaos), and by
creating new institutions (like special  zones)  rather than simply deregulating everything overnight.  This
method prevented collapse and allowed learning and adaptation. It suited Chinese conditions and drew
lessons from failures elsewhere (like the Soviet collapse). 

By  the  early  21st  century,  China’s  challenge  became  managing  the  side  effects  of  growth:  inequality
(coastal-inland gap, rich-poor gap) had widened; environmental degradation was severe; and reliance on
investment and exports had to be balanced by domestic consumption. The Party adapted again, focusing
on “high-quality growth” and somewhat more social spending in recent years. But those are new phases
beyond Deng’s foundational era.

From  a  global  perspective,  China’s  rise  altered  the  world  economy  –  providing  affordable  goods,  new
markets, and also new competition. It validated for many countries the idea that  strategic integration
with the world economy (globalization) could be a path to development,  albeit  under strong national
guidance. In essence, Deng Xiaoping’s reforms represent a case where a country  realigned itself with the
forces of global industrialization after a period of self-imposed isolation, thereby unlocking a historic growth
trajectory. The mission was not couched in as stirring terms as “Moonshot” or “Great Leap” (indeed, Deng
avoided utopian slogans), but it was arguably more effective: a steady march toward prosperity.

Chapter 8: Synthesis – How National Missions Drive Industrial
Transformation

Reviewing the diverse cases above – the U.S. New Deal/WWII, Meiji Japan, the Space Race, South Korea’s
export drive, Europe’s postwar integration, and China’s reforms – we can distill several general principles
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about how societies successfully realign around industrial transformation in response to great challenges or
missions:

Existential Threat or Visionary Goal as Catalyst: In each instance, there was a galvanizing context
that made business-as-usual untenable. It could be a threat of national subjugation or collapse (Meiji
Japan facing colonization, South Korea facing military/economic extinction, China post-Mao facing
stagnation), the devastation of war (U.S. in WWII, Europe in 1945), or an intense rivalry and prestige
competition (Cold War Space Race). These contexts provided a sense of urgency and a clear mission
– whether implicit or explicit – that rallied public support for extraordinary measures. When a society
perceives that “failure is not an option,” it  becomes willing to embrace drastic changes and sacrifices.
Conversely, absent a unifying threat or goal, inertia and vested interests often prevent structural
change.

Strong,  Centralized  Coordination  Mechanism: Successful  transformations  typically  feature  a
central  authority  or  governing coalition  capable  of  coordinating resources  and making strategic
decisions quickly. This does not always mean authoritarianism per se (the U.S. in WWII and the Space
Race was democratic but temporarily empowered strong executive agencies). In Meiji Japan, a small
group of oligarchs around the Emperor drove reform; in WWII U.S., federal agencies like the War
Production Board did; in South Korea, Park’s authoritarian state did; in China, the Communist Party
did;  in  the  Marshall  Plan/ECSC,  U.S.  leadership  and  new  supranational  bodies  did.  A  muscular
institutional framework was crucial to implement policy, override opposition, and steer the overall
effort.  This  principle  aligns  with  the  economic  idea  of  a  “big  push”  –  large-scale  coordinated
investment  can overcome the market  failures  and externalities  that  keep an economy in  a  low-
growth  trap.  Only  a  central  actor  (government  or  a  coalition  thereof)  can  usually  provide  that
coordination. For example, private incentives in the American South weren’t sufficient to industrialize
it until war mobilization acted as a “big push”. 

Alignment of Elite and Mass Interests: To mobilize an entire society, both elites and the general
population must be brought on board with the mission. This often involves a mix of carrot and stick.
Elites  (business  leaders,  landowners,  bureaucrats)  may  be  co-opted  through  incentives  or
nationalistic appeal ( Japanese samurai turned bureaucrats/industrialists; Korean chaebol founders
enriched by state patronage; American corporations profited from war and space contracts).  The
masses  are  often  motivated  by  improved  prospects  (jobs,  land,  education)  or  patriotic  duty.
Legitimation of the mission is key: e.g., FDR framing WWII as fight for freedom, or Deng framing
openness as path to “Xiaokang” (moderate prosperity)  for all.  The narrative matters.  When done
right, the mission taps into a population’s social cohesion and willingness to work for a collective
goal. We saw how war mobilizations reduced inequality and brought marginalized groups into the
workforce in the U.S., generating a sense of inclusion. Meiji leaders fostered national unity around
the emperor to smooth painful social changes. Conversely, if masses feel they’re bearing costs for
elite  gain,  support  falters.  Thus,  effective  missions  often come with  social  contracts –  explicit  or
implicit. Postwar Europe’s integration was accompanied by building welfare states, ensuring broad
sharing of growth. South Korea, after initial labor repression, eventually raised wages and education,
creating a middle class that then demanded democracy.

Realignment  of  Capital  Allocation  (Industrial  Policy): In  all  cases,  the  pattern  of  investment
shifted dramatically, guided by strategic priorities rather than existing market patterns. This is the
essence of industrial policy. For instance, the U.S. war effort channeled capital into manufacturing

• 

• 

• 

• 

21



capacity  for  armaments  and  infrastructure;  Japan’s  Meiji  government  redirected  surplus  from
agriculture  into  railways  and factories;  Park’s  Korea  funneled  credit  into  export  industries  while
squeezing luxury consumption; China opened the floodgates to FDI and shifted capital to private
hands gradually. Often, this involved painful but necessary creative destruction: old sectors might be
allowed to shrink (e.g., British and German coal mines under ECSC supervision closed as they were
inefficient) while new ones rise. A willingness to  allocate capital at scale into new industries or
technologies emerges as a common theme. The “big push” idea highlights that if left to fragmented
private actors, some industries wouldn’t develop due to coordination problems. Government can
overcome that by acting or inducing collective action. All  successful missions effectively solved a
coordination problem – they provided finance, infrastructure, or subsidies to areas that were crucial
for the mission’s success but too risky or unprofitable for private actors initially. For example, NASA’s
investments  in  rocketry  helped  spawn  private  aerospace  spin-offs.  The  Marshall  Plan  supplied
dollars for capital goods that Europe’s private firms couldn’t afford postwar.

Mobilization and Upgrade of Labor: Every case required the mobilization of human talent and
labor, often through training, education, or simply by moving people to where they were needed.
WWII America saw women and minorities enter skilled factory jobs and the armed forces, gaining
training  (e.g.,  the  GI  Bill  later  educated  millions  of  veterans).  Meiji  Japan  established  universal
education to create a literate workforce fit for modern industry.  South Korea invested heavily in
education from the 1960s onward, producing a highly skilled labor pool that became an asset for
high-tech  industries  by  the  1980s.  The  Space  Race  spurred  science  education  via  the  National
Defense Education Act. Deng’s China initially benefited from its huge, underemployed labor force;
later it too invested in massive expansion of universities. A principle here is that  missions often
entail a reorientation of the labor force – either by skilling up (education), by reallocating (from
farms  to  factories,  or  from  one  region  to  another),  or  by  both.  Importantly,  successful
transformations created institutions to support labor in transition: e.g.,  Europe’s welfare systems
cushioned workers in declining industries; Korea’s later years saw more emphasis on social welfare
after the early harsh period; China only in the 2000s began building a social safety net after the
1990s SOE layoffs, but it  recognized the need. Without attention to human factors, missions can
falter due to unrest or skill bottlenecks.

Technology  Acquisition  and  Innovation: Industrial  transformations  hinge  on  mastering
technology  –  either  adopting  existing  ones  or  pioneering  new  ones.  Many  successful  cases
combined technology importation with indigenous innovation over time. Japan in Meiji imported
Western  machinery  and  experts  while  sending  students  abroad,  but  by  early  20th  century  it
innovated locally (making its own warships, for example). The U.S. mobilization leaned heavily on
innovative processes (mass production adapted to military goods, R&D for the Manhattan Project
and radar). The Space Race was explicitly about innovation, leading to new tech that spilled over
commercially. Park’s Korea initially imported foreign tech under licensing to build steel mills, ships,
etc., but by nurturing chaebols it eventually developed its own R&D capacity (Korea became a leader
in semiconductors by the 1990s, for instance). Deng’s China initially just opened up to foreign tech
and investment,  but  now invests  heavily  in  R&D to  climb the  value  chain.  Thus  a  principle:  the
mission-oriented state often acts as a technology broker or investor,  bringing in what’s  needed and
gradually building domestic capability. Over time, as basic capabilities grow, the focus may shift to
homegrown innovation. For enduring success, dynamic learning is essential – economies must not
only apply known methods but develop new competitive advantages. The most striking example is
perhaps the U.S., which emerged from WWII with a permanent big federal role in science (creation of
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NSF,  DARPA,  etc.)  and has  led  in  many tech fields  since  –  a  direct  legacy  of  the  mission-driven
approach.

Realigning Incentives and Governance Norms: These missions often required changing the “rules
of the game” – new laws, governance structures, or cultural norms to support the transformation.
For example, wartime America accepted rationing and price controls as necessary norms to support
the greater mission. Meiji Japan abolished feudal privileges and instituted rule of law conducive to
capitalism  (commercial  codes,  modern  courts).  South  Korea’s  government-business  relationships
were recast in a developmental mold (corruption was channeled into productive ends, one might
say,  via  performance  metrics).  China  shifted  from ideological  campaigns  to  a  more  rules-based
(though still politically controlled) economic governance – allowing private property in effect, setting
up stock markets, etc., unprecedented in a communist system. The ECSC created a supranational
legal regime that trumped national laws in coal/steel  trade. All  these amounted to  institutional
innovations that locked in the new direction. This often means creating new agencies (the EPB in
Korea, NASA in the U.S., ECSC High Authority in Europe, SEZ authorities in China) that embody the
mission and have the authority to cut through red tape.

Sequencing and Adaptation: A subtle principle is that successful transformations are not one-time
pushes but require adaptive management. Unexpected challenges will arise (e.g., New Deal had to
adjust and WWII took over to finish the job; China had to recalibrate in 1989 and 1992 to keep
reforms on track; NASA had to learn from early failures like Apollo 1 fire). The leadership in these
cases showed a willingness to  learn and change course when needed.  They also often sequenced
reforms to build momentum and avoid backlash. Deng started with agriculture where the results
were  quick  and  popular,  which  created  support  for  broader  reforms.  The  U.S.  started  war
mobilization  even  before  Pearl  Harbor  (Lend-Lease,  draft)  to  ease  into  it.  Meiji  leaders  first
consolidated political power, then took on economic reforms. This suggests that timing and ordering
of initiatives can greatly influence success. A corollary is maintaining flexibility: not everything can be
planned  centrally,  but  central  guidance  combined  with  local  experimentation  (like  China’s
gradualism,  or  how U.S.  allowed companies  to  find the  best  production  methods  under  overall
quotas) often works well.

Broad Distribution of Benefits (eventually): For a mission to be sustainable, its economic gains
must  be  broad enough to  keep the  population  invested  in  its  continuation.  Many  of  our  cases
achieved relatively inclusive growth in their key phases. WWII and postwar U.S. saw rising middle-
class  prosperity  and  low inequality;  postwar  Europe  built  welfare  states  and  saw wages  rise  in
tandem with productivity; Korea and China, though initially unequal, dramatically raised the average
standard of living and later implemented more social  policies.  When growth faltered or benefits
skewed too much, political fallout occurred (e.g., in the late 1980s, Korean workers demanded more
rights as the country grew richer; inequality in China today is a pressure point). The principle is that
political legitimacy of a transformative mission is maintained if people see improved livelihoods and hope
for themselves. Otherwise, support wanes and the mission can be derailed by unrest or opposition.

In essence, these principles highlight that successful industrial transformations are not purely economic
processes;  they  are  deeply  political  and  social.  They  involve  what  political  scientist  Peter  Evans  called
“embedded autonomy” – a state connected with society’s actors (business, labor, etc.) enough to understand
and coordinate with them, yet autonomous enough to make decisions for the long-term national interest.
Authority  is  often  recentralized  to  push  through  changes  (realigning  politics),  then  sometimes  later
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decentralized as new normal takes hold (as in some democratization after economic maturity, e.g., South
Korea).  Capital flows are reshaped by policy to break old equilibria and enable new industries. Labor is
mobilized and educated to meet new demands. Technology is consciously acquired and advanced. All under
a clear narrative arc that legitimizes these extraordinary efforts.

These lessons from history provide a rich guide – and a warning – for the present. They suggest that absent
such purposeful alignment, societies may stagnate even if technological potential exists. The next (and final)
chapter will apply these principles to perhaps the defining industrial-technological challenge of our time:
the rise of  artificial  intelligence and robotics.  Will  this  revolution be guided by a coherent mission that
ensures its benefits are widely shared and its disruptive effects managed? Or, lacking that, will we see a
replay of the kind of  structural stagnation and social crisis that the world experienced in the interwar
years when technological progress outpaced institutional adaptation?

Chapter 9: The AI & Robotics Transition – Avoiding Interwar-Style
Stagnation in the Absence of a Mission

Today, the United States and other advanced economies stand on the cusp of another great transformation:
the  era  of  artificial  intelligence  (AI)  and  robotics.  This  technology  wave  promises  to  vastly  increase
productivity through automation of tasks once thought exclusive to human labor and augmentation of
human  decision-making  with  machine  intelligence.  AI  and  robotics  could  revolutionize  industries  from
manufacturing and logistics to healthcare and education. However, as past examples teach us, technology
alone does not guarantee broad-based prosperity or stability. Without deliberate policies and a strategic
mission  guiding  the  transition,  societies  can  experience  significant  dislocation  –  job  losses,  inequality,
regional disparities – and even macroeconomic stagnation due to underutilization of productive capacity
and depressed aggregate demand. The specter of the interwar period’s structural stagnation looms as a
cautionary tale: in the 1920s, rapid mechanization and productivity gains were not matched by institutional
adaptation (wages and social policies lagged), contributing to underconsumption and the Great Depression.
There is a growing concern among economists and technologists that we could repeat these mistakes with
AI, which has sometimes been dubbed the “automation revolution.”

What would a “unifying national mission” for the AI and robotics transition look like? Drawing from our
historical analysis, it would mean framing the adoption of AI in a way that rallies government, industry, and
society around maximizing its benefits while mitigating its downsides – much as the Space Race framed the
development  of  rocket  and  computer  technology  as  a  national  endeavor.  Currently,  however,  the
development  of  AI  is  largely  led  by  private  tech  companies,  and  there  is  no  equivalent  of  a  wartime
mobilization or Apollo Program for harnessing AI to serve a common national purpose. The risk is that AI’s
progress will be ad-hoc and market-driven, which can lead to outcomes misaligned with societal well-being.
For instance, companies might adopt AI primarily to cut labor costs (replacing workers with algorithms and
robots), which could lead to widespread job displacement in trucking, retail, clerical work, manufacturing,
and even white-collar professions. If these workers are not re-skilled or otherwise supported into new roles,
we could  see unemployment  or  a  shift  into  low-wage precarious  jobs,  depressing incomes for  a  large
segment  of  the  population.  That  in  turn  would  undermine  consumption  and  aggregate  demand,
reminiscent  of  the  underconsumption  crisis  of  the  1930s.  Meanwhile,  the  gains  from  AI  could  accrue
narrowly to tech-savvy firms and investors, exacerbating inequality (a trend already visible in the digital
economy).

24



The  interwar  period  teaches  us  that  when  productivity  leaps  ahead  of  wage  growth  and  broader
income distribution, the result is an unstable economy prone to crises. Already, in recent decades,
advanced  economies  have  seen  a  decoupling  of  productivity  and  median  wages  –  partly  due  to
globalization and automation suppressing wage growth even as output rises. AI could amplify that trend
dramatically.  Without a mission to counteract  it,  we may see a scenario akin to the 1920s on steroids:
impressive  technological  capabilities  (like  self-driving  vehicles,  intelligent  agents,  etc.)  but  chronically
insufficient purchasing power among the masses to fully utilize those capabilities,  leading to gluts,  low
investment, and secular stagnation. Economist Keynes warned of “technological unemployment” where our
discovery of means to economize labor outruns the pace at which we find new uses for labor. AI brings that
concern to the forefront.

Conversely, history also offers a roadmap for how to manage such transitions constructively. A national
mission for AI might involve: 

Massive Investment in Human Capital (Education & Retraining): Just as the Space Race led to the
National  Defense  Education  Act,  an  AI  mission  would  scale  up  education  in  computer  science,
engineering, and also retrain mid-career workers for new roles that AI creates or complements. For
example, government could fund AI apprenticeship programs, community college courses in data
analysis and robot maintenance, and even liberal education to foster creative and social skills that
machines can’t easily replicate. The goal would be to  realign labor with the new tech frontier,
ensuring people displaced from old jobs can find new, perhaps more fulfilling, work in the evolving
economy – whether designing AI, using AI as a tool in creative ways, or focusing on interpersonal
services where human touch remains irreplaceable.

Public  and Private Sector Collaboration on Deployment: Drawing a page from WWII  and the
Green  New  Deal  concept,  the  government  could  identify  national  priorities  where  AI  could  be
deployed for public good – for instance, optimizing healthcare delivery, modernizing infrastructure
with smart technology, climate change mitigation (smart grids, etc.),  or revolutionizing education
with personalized AI tutors. By funding and setting goals in these areas, it would create a  directed
demand for AI innovation that goes beyond just ad clicks or e-commerce (currently, much AI talent is
concentrated on ad optimization and consumer profiling). This is analogous to how NASA’s demand
for computing power drove early  advances in integrated circuits.  A current example might be a
“Cancer  Moonshot”  using AI  for  drug discovery or  diagnostics  as  a  national  project.  The  Apollo
analogy implies a peacetime mission – say, making the U.S. the leader in ethical AI and robotics for
improving quality of life – which could galvanize research and industry collaboration. Without such
direction,  AI  development  might  focus  narrowly  on profit  areas  rather  than addressing broader
societal needs.

Safety Nets and Redistribution Mechanisms: To prevent the social dislocation of rapid automation,
a  mission-oriented  approach  might  include  strengthening  the  social  safety  net  –  perhaps  even
exploring ideas like  universal basic income (UBI) or federal job guarantees for those displaced,
funded by the productivity gains of AI. During WWII, as employment shifted massively, programs like
the G.I. Bill and targeted supports eased transitions. In an AI future, policy might need to decouple
income from traditional  employment  to  some degree if  joblessness  rises.  Ensuring people  have
spending power is not only socially stabilizing but economically necessary to consume the abundant
output AI can help produce. This was a lesson from the Depression: absent sufficient wage income
among the masses, markets for goods collapse. If AI enables near-boundless productivity, but only a
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few own the AI, demand would fall short. So, broadening ownership or at least distribution of AI’s
fruits may  be  critical.  Some  proposals  include  sovereign  wealth  funds  owning  shares  in  AI
enterprises on behalf of citizens, or data dividends paid to individuals for the use of their personal
data in training AI. These ideas echo the wartime notion of shared sacrifice and postwar shared gain,
modernized for a digital economy.

Regional and Industrial  Policy: Automation can hit  certain regions or industries hard (e.g.,  the
Midwest  manufacturing  belt,  or  transportation  sector  with  self-driving  tech).  A  national  mission
would entail proactive regional policy – investing in diversifying economies of at-risk regions, setting
up  AI  research  centers  or  new  industries  (like  green  energy  manufacturing)  in  areas  currently
dependent on automatable jobs. This is akin to how the Tennessee Valley Authority during the New
Deal brought development to a lagging region, or how the Marshall Plan deliberately spread funds
to rebuild various countries to avoid imbalances. Similarly, not every industry will be equally affected
by AI; a mission could include strategies for sectors – encouraging AI adoption in ways that augment
rather  than  replace  workers.  For  instance,  in  medicine,  using  AI  to  assist  doctors  could  make
healthcare more efficient and accessible (a boon for society) rather than using it solely to cut staff.

Ethical and Inclusive Governance of AI: A coherent mission would also frame the kind of AI future
society wants – emphasizing values like fairness, transparency, and alignment with human welfare.
This  requires  regulations  and  institutions  to  guide  AI  development,  analogous  to  how  postwar
institutions governed nuclear technology (e.g.,  International Atomic Energy Agency) or how ECSC
governed coal and steel to prevent misuse . The stakes with AI include privacy, bias, and even the
potential for misuse in surveillance or autonomous weapons. A national (and global) mission might
be to ensure AI develops in a manner consistent with democratic values and human rights, rather
than as an unchecked Wild West. The U.S., for example, could lead in setting standards for AI ethics –
that itself could be a mission that shapes industrial innovation (companies would innovate to meet
those standards, much like auto safety regulations led to innovations in car design).

If  such  a  mission-oriented  approach  is  not  adopted,  the  historical  comparison  to  the  interwar  period
suggests a real danger of  structural stagnation. In the late 1920s, the U.S. had emerging technologies
(mass production of cars, radios, etc.) and high corporate profits, but workers’ incomes lagged, farmers
were in crisis, and credit propped up consumption unsustainably. The crash and Depression followed when
debts  imploded and demand collapsed.  In  the 2010s-2020s,  we similarly  see  tech giants  accumulating
massive profits (and deploying AI), productivity in some areas rising, yet many workers in gig or precarious
jobs, median wages only slowly rising, and inequality at highs resembling the 1920s. This has been partially
masked by low interest rates and high asset prices – parallels to the credit bubble of the 20s. The COVID-19
pandemic  accelerated  automation  in  some  sectors  (like  e-commerce,  reducing  retail  jobs)  and  may
permanently  reduce  labor  demand  in  certain  service  jobs  due  to  AI  (like  virtual  assistants).  Without
intervention,  we  could  face  a  scenario  by  the  2030s  where  a  significant  portion  of  the  workforce  is
marginally  attached  or  underemployed,  consumer  demand  is  weak,  and  growth  stalls  despite  ample
capacity. Economist Larry Summers has discussed “secular stagnation” in recent years – a condition where
desired saving exceeds investment opportunities, leading to chronic demand shortfalls. AI, ironically, could
worsen that by further tilting income to those with low marginal  propensity to consume (wealthy tech
owners) and away from workers who spend most of their income. 

A national mission can counteract that by creating new investment opportunities (infrastructure, new
industries) and ensuring income flows to the broader public to sustain consumption. It is worth noting that
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after WWII, the U.S. avoided stagnation in part because wartime investments and the GI Bill  unleashed
pent-up demand and a more equal income distribution (the opposite of the 20s). We might analogize the
post-COVID recovery efforts (like large stimulus packages) as a chance to reset the distribution – but we
need forward-looking policy to maintain that.

In conclusion, applying our historical insights, the U.S. (and other nations) should treat AI and robotics not
as an isolated Silicon Valley venture, but as a whole-of-society project. This could be conceptualized as an
“AI  New Deal”  or  “Fourth  Industrial  Revolution  Mission.”  It  would  feature  public  investments  in  jobs  and
research, regulations to steer outcomes, social policies to share gains, and inspirational goals (like using AI
to cure diseases, achieve carbon neutrality, or dramatically improve quality of life) that can unify disparate
stakeholders – tech companies,  workers,  educators,  government – towards a common purpose. Absent
such intentional direction, the default path may lead to concentration of power and wealth, social strife, and
economic malaise. History’s lesson is that prosperity and stability in times of great technological change are not
automatic;  they are engineered through leadership and deliberate  institution-building.  The U.S.  avoided the
worst outcomes in the 1940s through mobilization and again led a tech boom in the 1960s with a clear
mission (space).  It  faltered in  the  1920s  without  one,  and Japan similarly  stagnated in  the  1930s  until
rearmament (a misdirected mission perhaps) took hold. In our era, the mission need not be war – it can be
the pursuit of inclusive and sustainable prosperity with our new tools. To quote the Democracy Journal on
climate mobilization, but in a broader sense, “the lessons of the past suggest that, in order to succeed, a
bold program... must work across all layers of government to touch the whole economy”. The same holds
for the AI revolution.

Conclusion

Across the case studies in this report, one overarching theme emerges:  economic transformations are
fundamentally  human  and  institutional  transformations. Technology  and  capital  are  necessary
ingredients, but it is the alignment of political will, social purpose, and organizational structures that turns
potential into reality. Partial or delayed adaptation – as starkly illustrated by the interwar United States –
leads  to  lost  decades  or  worse.  In  contrast,  when  societies  mobilize  around  existential  challenges  or
visionary goals, they have achieved miracles: Japan became a modern power within a generation; the U.S.
and allies not only won World War II but built an era of shared prosperity on its foundations; South Korea
leapfrogged from poverty to prosperity in one lifetime; a shattered Europe rose to unprecedented unity and
wealth; China lifted more people out of poverty faster than ever before in history.

Each story had its unique context, yet all followed the logic of the “big push” – coordinated, mission-driven
effort to overcome the inertia or market failures holding back development. They realigned who makes
decisions (political authority), where money flows (capital), who does what work (labor), and how a nation
learns and innovates (technology). In doing so, they proved that stagnation is not inevitable; it is a choice,
often by default or timidity. Conversely, bold realignment entails risks and pain, but it yields resilience and
renewal.

As we face the dawning challenges of the 21st century – the AI revolution, climate change, global health
threats – the lessons compiled here are both inspiration and warning. They inspire us that with clarity of
purpose, whether it’s a “Green New Deal” for sustainability or an “AI Mission” for inclusive innovation, we
can replicate the successes of the past in new form. They warn us that lacking such purpose, we may drift
into crises that echo the 1930s or other periods of  dislocation.  The United States in particular,  with its
decentralized market-driven ethos,  may find it  difficult  to summon a unifying mission absent a war or
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Sputnik-like shock. But leadership – in government, business, and civil society – can build a narrative and
coalition for proactive transformation. 

The postwar U.S. built a coherent national economy out of the war; now it may need to build a coherent
digital economy out of the AI disruption. The scale is vast but so were the challenges of the past. One
hopeful difference is that we have historical hindsight and advanced analytics to guide us – we are not
sailing completely uncharted waters.

In  the  end,  the  fundamental  choice  is  one  of  vision  and  governance.  Do  we  allow  technology  and
globalization to shape society by default, or do we shape them toward the ends we choose? History shows
that  when societies choose and invest  in a collective mission –  be it  defeating fascism, catching up to
advanced nations, exploring the cosmos, rebuilding from ruins, or rejuvenating a nation – they can achieve
what once seemed impossible. The Great Depression’s partial adaptation gave way to World War II’s total
mobilization and then to postwar abundance. Our current partial adaptations and piecemeal policies can
likewise give way to a holistic  strategy for the future,  if  we heed the lessons and muster the will.  The
coherence and integration of our economy, the shared prosperity of our people, and the vitality of our
democracy in the age of AI may depend on it.
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