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Civvies for the American Military Economy?

the cold war fodes inta istory,
Apnlrcy wakers are beginmting
work' on trimming fhe mititary
Budget, Bul how easity ¢qn tompanies
thot serve the military convarl their
operations & civilian use? Seywaour
Meiman, professar emeritus of ingus-
triat engineering at Columbia Universi-
1ty and chairman of the Natlonat Com-
- missian for Feanomic Conuersior mnd
Disarmamens, aad Lawrence Kleln,
Benjamin ‘Franktin Professor of Ero-
nontics af the University of Pennsyiva-
| e and g Nobel jaureate, discussed e
CCONGINE conseaquencas of smatlar il
irary budgets with Joel Kurtzman of
‘The New York Times.

Q. Will companies that produce far
the military be able to convert thelr
faciortes L0 clvillan use as the milk-
tary budget is trimmed?

M. Melman: Companles that supply
ihe military are aperating jn o cost
‘maximizing mode. Based on the
avallabic evidence, 1L is not prudert to
assnme thal these same firmg could
satisty the demand for ¢lvition prod-
wots, Milkacy-industry  smanagars
bave what Thorsten Veblen bpnce
calied a “lrained tncapacity.” They
ean't funclien in a chvllian market.
They can'i deslgn products for the
. civilian consumer markel like tape
recorders, VORs, el

Q. If these cvmpanies can't produce
tor the civiian market, then wilt cut
backs tn the mifilary *mean more
Inports and higher uwiemployment?

Not nncossarily. Tan Jaw
traclors that | know of

Mr. Kieln:
military

e Lk

have been able Lo shifl to tivilisn
praductlon. But soniz did. T dld some
computer wark, for Instance, with
PBoeing Computer Services,

Mr. Melman: Pardon me, but wers
you referring o Bueing Compnter
Services as a miliiaty conmtracior?

Mr. Kleln: Bo.1: Ls o civilian enoipa.
ny. But it is a clvlllan alternative for
Rozing after euthacks in milltary
spending.

My, Melnian: Ab; but you see, this is
avery lmporiam meuer. We have to
make some differentlatiena here. The
lacger companies typlcaliy have a
varlely of dlvislons, sine serving the
milltary and same serving the civll-
1an secior. In the case of Boelng, the
military contraclors ste notably dii-
ferent in thelr internal modus cperan-
di from e civillan tcities Sven
the plants and management systems
are different.

Canlt_mibtary manegers learn
om elvillan managersy

Mr. Melman: There was a very im-
portant attecipt made by Boeing's
Vertol dlviston autside Phitadelphia.
Boelng attempted to g0 irom making
heticopters foc the military to produc-
ing eleeizic trolleys, Lrams, light rail
vehicles and subviay cars. .

It failed. The reason il fuiled is
because Boelng did nothing but oper-
ale by methads that were well aceepi-
il i the mltary side. In [ac, of the
40 or 50 engineers that worked on this
praject, all kol nae had ceme ant of
wllitary aerospace. The olher engi-

h il

-Tency.

Lawrence Klein, left, and Seymour Melman discuss how ta wage a peace economy.

“retes had no traiiap b cost-niln
mizing design.

They also operaied in the standard
Fentepon fashion cabled “concur-
"' meaning they didl 1he design,
testing, evaluation and production all
ol thy same tme instead of dealiog
with each of these operations saquen-
tallyv As a cesult, the items they
produced and dellvered lo customers
were not praperly tested. One Gnlor-
tuneele customir was lhe Massachus.
selts Bay Transpuriatian Aulhority,
The enrs It rnccived Suffered fram
extreme unrellagillly and unoccepts

abls hreakdown rates, Theve was a
porade of lawsuits and then Boelng
abandaned the whote affalr,

Q. Whatis requlred tara company (o
inuke 3 smooth transition from the
tallltary to clulian sector? :
Mr. Melman: Preparation.

@ what kind and over how long a
perlod?

Mr. Melman: It takes two yearstodo
serions biveprinting {cr changing &

military factory-io'a civilian one
Thal's ihe plandlng thine. That's well-
established. We alss inust change the
pecupational skills ol managers and
engineers and some productlon work-
ers. We have to traln them into de-
signing for cost minimizing, We have
Lo trala managers (o deai with Scars,
Toetuck Taiker than wilh Peatagon
ons. That requlres, agaln, abaut

ear porlod. Part-time particl
Patien in retraining wark is a perfect-
Iy concelvatle.

Q. 5o
owverall if these actlens wers wnder.
taken at the same Hme?-

Mr. Melman: Yes About Lea years.

Mr, Kielnt Tt 5= not just 3 question of| and Japan.

Pescalning engineers. - Retrainiag |s| bezn made inta @ second-Class Idis ynag what cagicalism is about?
Important wnth- military persermel | trial
aisa.-Some of the suggestions that

have been madt lnclude derabilising |

160,800 troops — snd that is the low

endt of the estimate,

Mr. Meiman: Tn April of 1962, Presi- .

dent Remmedy announeed 3 compre:

hensive plan for echieving general .

snd complete disarmament in 10
years on 3 three-stage basis. It was
Tormally submitted for negotiations,

ropesals wert Bever. negotiated
because of the Cuban missile Crisis,
and the ideas were put aseda, But it
wag a serwus formulation. The plan
should be ro-ctamlned.

The military budpet today f= about
5300 allian & yeac. If we implemerited
the Kennedy plan ovat o i0year peri-
oo and todiced the hudget by 13
PETCEQL @ YeaT 2 just nough 1o sup-
port au anternational.police fores, we
would save 3 toral of about 5L it
lign over thar period.

Mr. Klolat el What's being talked
abow I5 mol disdrmament There's
7alk of same dlsengagement, mutwsl
arems ceductions, Stopping the cold
‘war, stopping some of the arms race.
But there is also talk about being
ready o situations that may develan
i other parts of the world. That's not
disarmament

ihese resoarces become avaiieble of
thare were srms cutbacks?

Mr. Meiman: Yes

Mr. Kluln; Another route 1o gelting
the resources wovid be to reduce cap-
Jtal costs in Ghis counery by getting
interest rawes down, which would
corme trom & smaller budget deficit

¢ would take 3bout twa years| Mr.

The
Unien have both suffered badly

Metrman; That's éng perspective.
United States and the Soviet

Mr. Melninns A major part of Amerl-
cam industry has disappenred, rom
1he Unsted States. It was put abroed
80 by the ownecs,

mestically in Lhe course of the cld

‘war, 1he probablc gonumie wipners
of

Q. Edw won't thase fitma come back

f the cold war are WesL GETMANY  once it's altractive aaain for them

\ Ecanomy with worse Yet 10

i
come.

a second-class econemy.

Mr. Melman: | taks it as a reason-
} bl conelugion from = set of indepen-

The Unied States has

lecate In the Unived States? fsa'c

Mir. Meliman: One crucial point here.
-} 11 this decey pracesds ta the poiat

Mr. Klein: 1 don't agree with (hat 81 | nere mers iz o longer a capacity o
all, The United Staces has rot beoome

Hesipn and menufatiure produtls,
there's o coming back,

| " Wa spoke earlier of Boslng and its

leys.

egcric trollys @nd electric trans-

! Jeotly Eheckable prenamena — 1€ poriatian ae flow in inCTeasing de-

| streets of New York to See fpe e
broken streets, braven

gence of it: bo
people, It's 2 disastsc.

Hr. Klet

pent lest relative 1
other o

ilty 10 produce comparable prod:
e Competiive price. Thon
* mere's the decay in quality of lfe
“tou have only fa walk out of a0 the [there are no laciories in the United

mend In e United Staces. But ths
es and siaes dooking for Orese
‘g00ds are loaking broad betause

States. O example: the Jocomotives
|on the Amtrab ot are made In Swe:
den. Where are electric lotomotives
being made in the United States? - -~

That's anecasial, JLis troe
* ihat there's homelessness in Ame.

ice 1t's True that we heve & poor,
feprads] infrastructire. BUL 3f Y6t M, Melmant But soon these wan't

Mr. Kiel: That's nly temperary.

trave] all over America, you €1 3 be amy labor forca to meke those

very difterent picture depending on things.

| where vou are. imars cruciatis
o

this:
some Mr, Kleln: The labos [wce changss in

s, byt e have galned fn Yhe sanse tual people can be Irained.
ot thrms or four years and we Bul things are hecoming much mort
wiif probably conutue o gain Qur auomated. s

trade balanee wil improve — 1t hag

improved. lowlll continue @ smprove.

Mr. Meiman: A number of states

We will eventually gét down the hudg: ATe Row ssking for bids for meking
hl|

et deticlr
There is much w be done,

hespeed rad transportatians Tex:
bur § #5, Florida, California. Bul ihe Bids

thinke it s highly premaure (¢ sey 2re al) corilng from West Germany

that we are 8 second-clags nason.

Q, Are you acgulng thas the degraded
. infraseructure you reler to is a reault

ol militacy spendmg?

Me. Melman: Yes. From Lod7 1o
1988, the Departmeny of Defense

pent $8.2 trilllon in
1 vatue on benaif ¢ the milie

1082 dallar

That

is an smmense Tigare since i 1952
nc combined value of Amerlean in-
dustry end infrastrpceuce was 5.3

trilliom,

50 we have put intd the militacy,

comulatively,

@ quantity of re
saurces More than enough to rebuild

what |3 man-made in the United
slates. There's ro wonder What.we
show & deterioratien In many clvil-

1an spheres.

And take the little marter of the
quantity of machincs thac are held
by e Pentagon, The maoney value of

those machines — inciuding

Ukings as airplanes, cancons, fac-

ha
R . mare than 4 perceat of the maney
Q. Under the Xeonedy pian, would * value of all the machinery Held B}

alk of American induatry.

That mesns that the § to 7 percent

. of grogs national produet spent or
the milttary each year has had a ssl
ent amnd cumulative effsctd

that welgn heavily on the compe:
tence of the indusitial aystem a3 ®

whole.

Q. What have been the practical éone
sequences of These expenditurest ;

such

and Japan because they have a com-
Detent salf and the fecilitics o
proguce high-speed electric power,

Mr, Wiaint Things change n the
world. We don’t live in & static world,
And wa're moving ahead, w&'re TOV-
ing ahead In same lines. We're talling
back In others. But on ae whole,
" we're not Joaing Eround. That i, on
the whole, wa're noy & No. 2 nation,
and o the wheié, we can gain back
whatever we have Jost

M. Malmian? If your basellne |s the
compesence of the basic capll gonds
peeducing incustries of the Limited
Stales, then the data of the Jast de:
cade as now reported in the census of
manufscturers show a dcfinite, per
sisteni and Jarge dectine in produt-
tinn capagicy. Now, thet can't he e

. produced in & ay.

Mr. Wlain: Of course ot in & day, Be
toe way in Winth cstTain natons zo
ino a positian of preeminencd i
cartaia markess 13 through their reia
tively low military burden and
cevotion of thoir gwm fores 1o €L
ian pusiness, That willcame if we cu
back here. But it could take one
‘two decades.




