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P r o f e s s o r  S e y m o u r  M e l m a n ,  p r e s e n t l y  A s s o c i a t e  P r o f e s s o r ,  
C o l u m b i a  U n i v e r s i t y .  He r e c e i v e d  h i s  B . S .  d e g r e e  in  1939 f r o m  C i t y  
C o l l e g e ,  New Y o r k  C i ty  and  h i s  P h . D .  in  1949 f r o m  C o l u m b i a  U n i v e r -  
s i t y .  He w a s  an  i n s t r u c t o r  a t  C o l u m b i a  U n i v e r s i t y  f r o m  1948 to 1951.  
F r o m  1951 to 1956 he  w as  a s s i s t a n t  p r o f e s s o r ,  C o l u m b i a  U n i v e r s i t y .  
He  i s  the  a u t h o r  of m a n y  p u b l i c a t i o n s  i n c l u d i n g  " D e c i s i o n - M a k i n g  a n d  
P r o d u c t i v i t y . "  T h i s  i s  h i s  f i r s t  l e c t u r e  a t  the  I n d u s t r i a l  C o l l e g e .  
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T H E  E C O N O M I C  C O N S E Q U E N C E S  O F  D I S A R M A M E N T  
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C O L O N E L  REID:  G e n e r a l  M u n d y ,  G e n t l e m e n :  A few w o r d s  h a v e  
b e e n  p a s s e d  f r o m  th i s  p l a t f o r m  by p r e v i o u s  s p e a k e r s  r e f e r e n c e  the  i m -  
p r o b a b i l i t y  of d i s a r m a m e n t .  C o n f e r e n c e s  and  s t u d i e s  h a v e  b e e n  c o n -  
d u c t e d  f o r  y e a r s  on  th i s  p r o b l e m .  M a n y  of t h e m  s t a r t e d  b e f o r e  we 
w e r e  e v e n  m e m b e r s  of  th i s  r a c e .  F r o m  the  e c o n o m i c  s t a n d p o i n t ,  h o w -  
e v e r ,  v e r y  l i t t l e  h a s  b e e n  s a i d ,  w r i t t e n ,  o r  b e e n  done  on the  e c o n o m i c  
p r o b l e m s  of d i s a r m a m e n t .  The  e c o n o m i c  p r o b l e m s  r e q u i r e  j u s t  a s  
m u c h  e m p h a s i s  a s  the  m i l i t a r y  a n d  the  p o l i t i c a l  p r o b l e m s .  

In  the  p a s t  y e a r  a n d  a h a l f  t h e r e  h a s  b e e n  w h a t  I t e r m e d  a g e n t l e  
m o v e m e n t  i n to  the  f i e l d  of s t u d y i n g  the  e c o n o m i c  p r o b l e m s .  P r o f e s s o r  
M e l m a n  s a y s  t h a t  " g e n t l e "  i s  too  s t r o n g  a w o r d  to u s e .  H o w e v e r ,  t h e r e  
a r e  a few u n i v e r s i t y  g r o u p s  w h i c h  a t  the  p r e s e n t  t i m e  a r e  s t u d y i n g  the  
e c o n o m i c  c o n s e q u e n c e s  of  d i s a r m a m e n t  o r  the  e c o n o m i c  p r o b l e m s  of 
d i s a r m a m e n t .  

One g r o u p  e m p h a s i z i n g  t h i s  a r e a  i s  l o c a t e d  a t  C o l u m b i a  U n i v e r s i t y .  
A m o n g  i t s  o t h e r  s t u d i e s  i n  th i s  f i e l d ,  t h i s  g r o u p  c o n d u c t s  a g r a d u a t e  
l e v e l  c o u r s e  on the  e c o n o m i c s  of d i s a r m a m e n t .  O u r  s p e a k e r  t o d a y ,  
P r o f e s s o r  S e y m o u r  M e l m a n ,  i s  c u r r e n t l y  the  h e a d  of th i s  g r o u p .  H i s  
s u b j e c t  i s  " T h e  E c o n o m i c  C o n s e q u e n c e s  of D i s a r m a m e n t . "  

P r o f e s s o r  M e l m a n ,  i t ' s  a p l e a s u r e  to w e l c o m e  you  to y o u r  f i r s t  
a p p e a r a n c ~  b e f o r e  the  s t u d e n t s  of the  I n d u s t r i a l  C o l l e g e  of the  A r m e d  
F o r c e s .  

P R O F E S S O R  M E L M A N :  The  a v a i l a b i l i t y  of k n o w l e d g e  a b o u t  the  
e c o n o m i c  c o n s e q u e n c e s  of  d i s a r m a m e n t  a f f e c t s  the  a b i l i t y  of o u r  s o c i e t y  
to  t r e a t  the  g e n e r a l  p r o b l e m s  of  w a r  a n d  p e a c e ;  a n d  y o u  w i l l  a g r e e  t h a t  
t he  p r o b l e m s  of  w a r  and  p e a c e  a r e  c e n t r a l  p r o b l e m s  f o r  the  h u m a n  r a c e  
t o d a y .  

N e g o t i a t i o n  f o r  d i s a r m a m e n t  i n v o l v e s  r i s k .  The  m a i n t e n a n c e  of a 
m i l i t a r y  p o l i c y  a l s o  i n v o l v e s  r i s k .  R e a d i n e s s  to t ake  r i s k s  d e p e n d s  
u p o n  j u d g m e n t s  a b o u t  d e g r e e s  of s t r e n g t h ,  of f l e x i b i l i t y ,  a n d  of m o b i l i t y  
i n  g i v e n  d i r e c t i o n s .  H a v i n g  k n o w l e d g e  a b o u t  the  e c o n o m i c  c o n s e q u e n c e s  
of d i s a r m a m e n t  g i v e s  g r e a t e r  a b i l i t y  to  c o p e  w i t h  the  p r o b l e m s ;  a n d  
c o m p e t e n c e  g i v e s  c o n f i d e n c e ,  a n d  the  r e a d i n e s s  to  t ake  the  r i s k s  t h a t  
m u s t  i n e v i t a b l y  be t a k e n .  1 



We need  to know, with s p e c i f i c i t y ,  what  p r e s e n t  r e s o u r c e s  a r e  de-  
voted to the m i l i t a r y  ef for t .  

You can measure it first in manpower: about Ii million people in 
the labor force are directly concerned in the military effort. They are 
either in uniform or they supply materiel and direct services to those 
in uniform. 

From 10 to 15 percent of the gross national product is allocated to 
military functidns, and about 20 percent of the national income generated 
in manufacturing industry is due to direct military work. But estimating 
the resources devoted to these functions in average, economywide terms 
is somewhat misleading, for resources are concentrated in certain im- 
portant ways. The percentage of militarywork is concentrated in indivd- 
ual industries. Looking at it this way, we see that in radio and electron- 
ics, about half of production is on military order, and inaircraft and 
missiles, over 90 percent of production is on military order. 

M i l i t a r y  work  is a l so  c o n c e n t r a t e d  by occupat ion .  About ha l f  of the 
s c i e n t i s t s  and e n g i n e e r s  in the Uni ted  States  a r e  engaged  in m i l i t a r y  
a c t i v i t i e s .  T h e r e  is m a j o r  c o n c e n t r a t i o n  of s c i en t i s t s  and e n g i n e e r s  in 
p a r t i c u l a r  i n d u s t r i e s .  Thus° as  many  as 85,000 s c i e n t i s t s  and e n g i n e e r s  
work  in the a i r c r a f t  and m i s s i l e  i ndus t ry .  

There is further concentration by regions. Southern California, the 
New York metropolitan area, the State of ConneCticut, the suburbs of 
Boston all are concentration points of military-oriented industrial activ- 
ities. In the State of Connecticut alone some 224 firms participate in 
work on missile contracts. 

There are a number of types of disarmament agreements that might 
be made. Their economic effects would vary. A nuclear test ban would 
affect relatively few persons--only those engaged in specialized agency 
laboratories and the few firms who contract with the AEC in this field. 
However, subsequent moves could have wider effect. One plausible 
early-stage disarmament agreement might be a restriction on or com- 
plete cessation of production of fissionable material Because we al- 
ready have enormous stockpiles of fissionable material in the United 
States, and probably in the Soviet Union, ending further production would 
not drastically alter military capability, and is a logical early step. 

Stopping production at the plants concerned calls for throwing the 
main power switches, putting a padlock on the gate, and setting a watch- 
man on the premises. The inspection operation to insure that the plants 
do not operate is simply performed. 
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B u t  c l o s i n g  down  t h e s e  p l a n t s  w o u l d  i m m e d i a t e l y  a f f e c t  the  t h o u s a n d s  
of p e o p l e  who  w o r k  in  t h e m .  And  s e c o n d ,  i t  w o u l d  a f f e c t  m a n y  p e r s o n s  
in  a n c i l l a r y  i n d u s t r i e s .  F o r  e x a m p l e ,  s o m e  of the  l a r g e s t  s t e a m p o w e r  
s t a t i o n s  in  the  U n i t e d  S t a t e s  h a v e  b e e n  b u i l t  to s u p p l y  the  new p l a n t s  of 
the  A t o m i c  E n e r g y  C o m m i s s i o n - - t h o s e  a r o u n d  O a k  R i d g e ,  P a d u c a h ,  a n d  
s o  on.  If  the  A E C  p l a n t s  c l o s e d ,  the  p o w e r  o u t p u t  of the  s t e a m p o w e r  
s t a t i o n s  w o u l d  no l o n g e r  be r e q u i r e d .  N e i t h e r  w o u l d  the  fue l  to o p e r a t e  
the  s t e a m p o w e r  s t a t i o n s  be n e e d e d .  In  f a c t ,  if  the  p o w e r  s y s t e m  c o n -  
t a i n i n g  t h e s e  s t a t i o n s  w e r e  to r e t a i n  t h e m  b e c a u s e  t h e y  a r e  new a n d  
h e n c e  l o w - c o s t  p o w e r  p r o d u c e r s ,  a n d  i f  o l d e r ,  l e s s  e f f i c i e n t  s t a t i o n s  in  
the  s y s t e m  w e r e  r e t i r e d ,  t h e n  the  r e d u c t i o n  in  f u e l  r e q u i r e m e n t  w o u l d  
be  e v e n  g r e a t e r .  S u c h  a r e d u c t i o n  in f u e l  r e q u i r e m e n t s  w o u l d  h a v e  a 
d r a m a t i c  e f f e c t  on  the  c o a l  f i e l d s  in  the  E a s t e r n  S t a t e s ;  and  t h o u s a n d s  of 
m i n e r s  w o u l d  s e e  t h e i r  l i v e l i h o o d  v a n i s h .  

A n o t h e r  e a r l y - s t a g e  a g r e e m e n t  m i g h t  c u r t a i l  f r e e d o m  to c o n d u c t  
h i g h - a l t i t u d e  m i s s i l e  t e s t s .  Such  an  a g r e e m e n t  c o u l d  be e f f e c t i v e l y  
m o n i t o r e d  by a r a d a r  s y s t e m  a r o u n d  the  w o r l d ;  e v e n  if  t e s t s  f o r  s p a c e  
e x p l o r a t i o n  w e r e  c a r r i e d  ou t ,  t h e y  c o u l d  be m a d e  u n d e r  i n s p e c t i o n  and  
h e n c e  u n d e r  c o n t r o l .  B u t  the  c u r t a i l m e n t  of  a c t i v i t y  in  m a n y  f i r m s  t ha t  
d e s i g n  and  m a k e  m i s s i l e s  w o u l d ,  a g a i n ,  end  the  jobs  of t h o u s a n d s  of 
p e o p l e .  

A g r e e m e n t s  w h i c h  r e d u c e  the  n u m b e r s  of p e o p l e  i n  the A r m e d  
F o r c e s  a r e  a l s o  p l a u s i b l e  a s  e a r l y - s t a g e  a g r e e m e n t s .  

The  d e t a i l e d  e f f e c t s  of a d i s a r m a m e n t  p r o c e s s  on e m p l o y m e n t  c a n  
be e s t i m a t e d  in  t e r m s  of the  p r o p o s a l s  m a d e  by e i t h e r  the  U n i t e d  S t a t e s  
o r  the S o v i e t  U n i o n .  

I t  w o u l d  be d i s a s t r o u s  to l e a v e  a v a c u u m  w h e r e  p r o s p e r i t y  f o r m e r l y  
d e p e n d e d  on m i l i t a r y  w o r k .  F o r t u n a t e l y ,  t h e r e  i s  no  n e e d  to do so ,  f o r  
t h e r e  i s  a w e a l t h  of a l t e r n a t i v e  e c o n o m i c  a c t i v i t y  f r o m  w h i c h  we c a n  
c h o o s e  to s e r v e  t h e  g e n e r a l  w e l f a r e .  L e t  m e  g ive  a few e x a m p l e s :  

P r i v a t e  e s t i m a t e s  s u g g e s t  tha t  if  w o r l d  p o p u l a t i o n  g r o w t h  c o n t i n u e s ,  
bu t  a t  a s l i g h t l y  d e c e l e r a t i n g  r a t e ,  t h e n  by the  y e a r  2 0 0 0 - - 4 0  y e a r s  
h e n c e - - t h e  r e q u i r e m e n t s  f o r  p o t a b l e  w a t e r  in  the  w o r l d  w i l l  be t h r e e  
t i m e s  the  p r e s e n t  a v a i l a b l e  s u p p l y .  P r o v i d i n g  t h a t  w i l l  r e q u i r e  m a s s i v e  
a c t i v i t y  f o r  d e s a l i n a t i o n  of w a t e r ,  f o r  c o n t r o l  of r a i n f a l l ,  a n d  f o r  d e -  
c o n t a m i n a t i o n  of s t r e a m s ,  a n d  the  l i k e .  One  e s t i m a t e  h a s  i t  t ha t  f r o m  
1960 to 1980 a n  i n v e s t m e n t  of s o m e  $220  b i l l i o n  w o u l d  be n e e d e d  in  the  
U n i t e d  S t a t e s  a l o n e  to p r o d u c e  p o t a b l e  w a t e r  s u p p l i e s  to m e e t  the  n e e d s  
of  the  f o r e s e e a b l e  U . S .  p o p u l a t i o n ;  $ 1 , 5 0 0  b i l l i o n  w o u l d  be n e e d e d  to 
m e e t  w o r l d w i d e  n e e d s .  3 



We h a v e ,  now,  c e r t a i n  n o t a b l e  a r e a s  of d e f i c i e n c y  in  A m e r i c a n  
s o c i e t y - - n o t a b l e  b e c a u s e  t h e s e  a r e  r e p e a t e d l y  c a l l e d  to o u r  a t t e n t i o n - -  
a n d  I u s e  the  w o r d  " d e f i c i e n c y "  b e c a u s e  t h e s e  a r e  a r e a s  of i n a d e q u a c y  
by o u r  g o i n g  s t a n d a r d s .  A b o u t  10 m i l l i o n  s c h o o l  c h i l d r e n  in  the  U n i t e d  
S t a t e s  go to s c h o o l  in  a n t i q u a t e d  b u i l d i n g s  t ha t  a r e ,  by a n d  l a r g e ,  f i r e  
h a z a r d s .  A p p r o x i m a t e l y  1 3 5 , 0 0 0  m o r e  t e a c h e r s  a r e  n e e d e d  n a t i o n a l l y  
a t  t h i s  m o m e n t .  New Y o r k  C i ty  a l o n e  w i l l  h a v e  to h a v e  a b o u t  1 2 , 5 0 0  
a d d i t i o n a l  t e a c h e r s  in  the  nex t  f o u r  y e a r s .  M e d i c a l  s c h o o l  c a p a c i t y  m u s t  
be e x p a n d e d  by o n e - h a l f  i f  m e d i c a l  s e r v i c e  i s  no t  to d e t e r i o r a t e .  

F o r e i g n  e c o n o m i c  d e v e l o p m e n t ,  to w h i c h  t h i s  c o u n t r y  i s  b e c o m i n g  
i n c r e a s i n g l y  c o m m i t t e d ,  r e q u i r e s  v a s t  q u a n t i t i e s  of c a p i t a l ,  a n d  h e n c e  
of e q u i p m e n t  and  s e r v i c e s ,  w h i c h  we a s  an  a d v a n c e d  s o c i e t y  c a n  b e s t  
p r o v i d e .  I n d i a ,  f o r  e x a m p l e ,  m u s t  h a v e  m a j o r  c a p i t a l  i n v e s t m e n t s  i f  s h e  
i s  to a c h i e v e  a p a c e  of e c o n o m i c  d e v e l o p m e n t  tha t  w i l l  m a k e  p o s s i b l e  a 
f o u n d a t i o n  f o r  a f r e e  s o c i e t y .  

A m a s s i v e  q u a n t i t y  of c a p i t a l  f r o m  the  o u t s i d e  i s  e s s e n t i a l  in  the  n e x t  
d e c a d e  if  I n d i a  i s  to a v o i d  an  " O p e r a t i o n  B o o t s t r a p , "  a p r o c e s s  of  i n t e r n a l  
d e p r i v a t i o n  f o r  the  s a k e  of a m a s s i n g  b a s i c  i n d u s t r i a l  c a p i t a l .  I n t e r n a l  
d e p r i v a t i o n  i s  an  i n v i t a t i o n  f o r  i n t e r n a l  p o l i t i c a l  d i c t a t o r s h i p .  The  on ly  
w a y  to a v e r t  t ha t  d a n g e r  i s  to l e s s e n  the  n e e d  f o r  f o r c e d  i n t e r n a l  d e p r i v a -  
t ion .  O u t s i d e  c a p i t a l  i s  the  n e c e s s a r y  c o n d i t i o n .  O u r  s o c i e t y  w i l l  t h e r e -  
f o r e  h a v e  to c o n s i d e r  p r o v i d i n g  the  c a p i t a l  in  I n d i a  and  e l s e w h e r e  a s  a 
m a j o r  p o l i c y  m o v e .  

T h e r e  a r e  u n e x p l o i t e d ,  u n t a p p e d  a r e a s  of m a r k e t  d e v e l o p m e n t  f o r  
c o n s u m e r  and  o t h e r  c l a s s e s  of g o o d s  w i t h i n  the  U n i t e d  S t a t e s .  M o r e  t h a n  
a t h i r d  of the  U . S .  p o p u l a t i o n  now h a s  an  i n c o m e  of $ 2 , 0 0 0  to $ 3 , 0 0 0  a 
y e a r  p e r  f a m i l y ;  th i s  s e c t i o n  of s o c i e t y  is  v i r t u a l l y  an  u n d e r d e v e l o p e d  
a r e a  f o r  the  g o o d s  of l i f e .  

V a r i o u s  a l t e r n a t i v e  a r e a s  of a c t i v i t y  and  e x p e n d i t u r e  h a v e  b e e n  
s u g g e s t e d .  T h e  N a t i o n a l  P l a n n i n g  A s s o c i a t i o n ,  in  a r e p o r t  e n t i t l e d :  
" C a n  the  A m e r i c a n  E c o n o m y  A d j u s t  to A r m s  R e d u c t i o n , " ( 4  J a n u a r y  1960) 
d i s c u s s e d  p l a u s i b l e  a c t i v i t i e s  f o r  the  n e x t  f ive  y e a r s  and  e s t i m a t e d  the  
f u n d s  tha t  t hey  c o u l d  a b s o r b .  E x p e n d i t u r e  on e d u c a t i o n  w a s  e s t i m a t e d  a t  
30 b i l l i o n ,  on h i g h w a y s  a n d  s k y w a y s  75, u r b a n  r e n e w a l  100, w a t e r  s u p p l y  
60,  h e a l t h  and  h o s p i t a l s  35; and  e x p e n d i t u r e  on o t h e r  p r o g r a m s - - a i r  
p o l l u t i o n ,  r e s e a r c h ,  a n d  the  l i k e - - a t  S o m e  30 b i l l i o n ,  w i th  the  t o t a l  
e s t i m a t e d  a t  330 b i l l i o n  o v e r  f ive  y e a r s .  

I t  w o u l d  a p p e a r ,  t hen ,  tha t  t h e r e  i s  no  s c a r c i t y  of p e a c e f u l  a l t e r n a -  
t i v e s  c o m p a r a b l e  to the  m a g n i t u d e  of the m i l i t a r y  e f f o r t .  
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How a r e  r e s o u r c e s  to be s h i f t e d  f r o m  m i l i t a r y  to p e a c e f u l  a c t i v i t y  ? 
W h a t  s h o u l d  be the  s t r a t e g y  of e c o n o m i c  c o n v e r s i o n ?  U n d e r  w h a t  m o d e  
of o r g a n i z a t i o n  can  th i s  c o n v e r s i o n  take  p l a c e  and  c a n  new a c t i v i t y  be 
u n d e r t a k e n ?  

I m m e d i a t e l y  m a n y  p o s s i b i l i t i e s  a r e  s u g g e s t e d .  T h u s ,  on one  end  
of the  s c a l e ,  i n i t i a t i v e  c o u l d  be l i m i t e d  e x c l u s i v e l y  to p r i v a t e  f i r m s ,  
p r i v a t e l y  o r g a n i z e d ;  a t  the  o t h e r  end ,  i n i t i a t i v e  c o u l d  c o m e  e x c l u s i v e l y  
f r o m  an  a g e n c y  r e p r e s e n t i n g  the  w h o l e  s o c i e t y - - t h e  G o v e r n m e n t .  

In  the  U n i t e d  S t a t e s  we h a v e  a c o n s i d e r a b l e  t r a d i t i o n  w h i c h  a l l o w s  
a r a n g e  of m e t h o d s  of o r g a n i z a t i o n .  I t  w o u l d  be p o s s i b l e  in  A m e r i c a n  
s o c i e t y  to  m a k e  n a t i o n a l  a p p r o p r i a t i o n s  of f u n d s  f o r  b r o a d  p u r p o s e s ,  
bu t  to o r g a n i z e  the  e x p e n d i t u r e  of t h e s e  f u n d s  l o c a l l y ,  s o  tha t  the  d e -  
t a i l e d  a d m i n i s t r a t i o n  of a c t i v i t i e s  n e e d  no t  be n a t i o n w i d e  o r  c e n t r a l i z e d .  
T h i s  i s  a c r u c i a l  p o l i c y  d e c i s i o n .  My own p r e f e r e n c e  i s  to a v o i d  s e t t i n g  
up a c e n t r a l l y - m a n a g e d  S ta t e  c a p i t a l i s t  a d m i n i s t r a t i o n  of e c o n o m i c  
a c t i v i t y  of the  m a g n i t u d e  i m p l i e d  in  an  e f f e c t i v e  c o n v e r s i o n  p r o g r a m .  

D i s p e r s e d  i n i t i a t i v e  i s  f e a s i b l e ,  f o r  e x a m p l e ,  by u s i n g  m a n y  of the  
p r i v a t e  f i r m s  now on m i l i t a r y  c o n t r a c t  to i m p l e m e n t  c o m p a r a b l e  p e a c e -  
t i m e  c o n t r a c t s .  The  u r b a n  r e n e w a l  of the  l o w e r  e n d  of M a n h a t t a n  I s l a n d  
is  a p r a c t i c a b l e  un i t  f o r  a s i n g l e  c o n t r a c t ;  a f i r m  c o m p e t e n t  to c a r r y  ou t  
a m u l t i b i l l i o n - d o l l a r  c o n t r a c t  f o r  a m i l i t a r y  p r o j e c t  s h o u l d  c e r t a i n l y  be 
e q u a l l y  c o m p e t e n t  f o r  an  u r b a n  r e n e w a l  p r o j e c t  of g r e a t  s c o p e .  

At  the  o t h e r  e n d  of the  r a n g e  of c o n v e r s i o n  p r o b l e m s  is  the  n e c e s s i t y  
to c u s h i o n  the  s h o c k  to i n d i v i d u a l s  who  m u s t  m a k e  a p e r s o n a l  t r a n s i t i o n  
f r o m  m i l i t a r y  to p e a c e t i m e  a c t i v i t y .  T h i s  c o u l d  be done  t h r o u g h  a 
s e r i e s  of p r o g r a m s  w h i c h  w o u l d  m a k e  a v a i l a b l e  r e t i r e m e n t  b e n e f i t s ,  
s e v e r a n c e  pay ,  f e e s  f o r  t r a i n i n g  f o r  new o c c u p a t i o n s ,  a l l o w a n c e s  f o r  
m o v e m e n t  to new  a r e a s .  T h e r e  i s  a p r e c e d e n t  f o r  th i s  in  the  v a r i o u s  
v e t e r a n s '  p r o g r a m s .  W h e n  s u c h  p r o g r a m s  a r e  o p e r a t i n g ,  i t  b e c o m e s  
p o s s i b l e  f o r  e a c h  i n d i v i d u a l  to  m a k e  d e t a i l e d  d e c i s i o n s  f o r  h i m s e l f ;  i t  
i s  t hus  u n n e c e s s a r y  to f o r m u l a t e  d e t a i l e d  c e n t r a l  p l a n s  f o r  a l l o c a t i n g  
e a c h  p e r s o n .  

The  l o g i c  of th i s  a n a l y s i s  i s  tha t ,  on  the  one  h a n d ,  f u n d s  m a y  be 
a l l o c a t e d  in  l a r g e  b l o c k s .  On the  o t h e r ,  the  m o v e m e n t  of i n d i v i d u a l s  
n e e d  no t  be c e n t r a l l y  o r g a n i z e d .  T h i s  d e s i g n  i s  i n t e n d e d  to a v o i d  a 
c e n t r a l i z e d  a d m i n i s t r a t i o n  o v e r  i n d i v i d u a l s .  

W i t h i n  s u c h  a c o n c e p t i o n ,  a c t i v i t y  m a y  be e x e c u t e d  by v a r i e d  a g e n -  
c i e s .  I t  m a y  be c a r r i e d  ou t  by p r i v a t e  f i r m s ,  by l o c a l  p u b l i c  a u t h o r i t i e s ,  

5 



by  m i x t u r e s  of p r i v a t e  f i r m s  and  p u b l i c  a u t h o r i t y ,  by m u n i c i p a l ,  by 
S t a t e ,  by r e g i o n a l ,  by F e d e r a l  a c t i v i t y .  The  p r i n c i p l e  i s  n a t i o n a l  a l l o -  
c a t i o n  of f u n d s ,  but  l o c a l  p l a n n i n g  a n d  a d m i n i s t r a t i o n  of a c t i v i t i e s .  

C o n v e r s i o n  i s  c o m p l i c a t e d ,  i t  h a s  p r o b l e m s ,  s o m e  of w h i c h  we  
c a n n o t  f o r e s e e  a n d  s o m e  of w h i c h  h a v e  no o b v i o u s  s o l u t i o n .  We m u s t  
p r e p a r e  f o r  t h e m  a s  b e s t  we c a n ,  and  we m u s t  know,  a t  l e a s t ,  i n  w h a t  
a r e a s  to e x p e c t  t h e m .  T h e s e  a r e  the k i n d s  of p r o b l e m s  we  m u s t  e x -  
p l o r e .  

F i r s t ,  in  i n d u s t r y .  B e c a u s e  of the  l o n g  d u r a t i o n  of m i l i t a r y  a c t i v -  
i t y ,  m a n y  m a n a g e m e n t  m e n  h a v e  b e c o m e  s p e c i a l i s t s  in  p r o d u c i n g  f o r ,  
a n d  s e l l i n g  to,  the  m i l i t a r y  m a r k e t .  A m a r k e t i n g  m a n a g e r  f o r  a n  i m -  
p o r t a n t  m i l i t a r y  c o n t r a c t o r  v i s i t e d  o u r  s e m i n a r  in  the  e c o n o m i c s  of 
d i s a r m a m e n t  a t  C o l u m b i a  U n i v e r s i t y  s o m e  t i m e  ago .  H i s  m a r k e t i n g  
p r o b l e m s  w e r e  q u e s t i o n s  s u c h  a s :  s h o u l d  the  f i r m  c o n c e n t r a t e  i t s  s a l e s  
in  one s e r v i c e ,  o r  s h o u l d  i t  d i v e r s i f y  i t s  s a l e s  a m o n g  the  t h r e e  m a j o r  
s e r v i c e s  ? O r  h i s  p r o b l e m s  w o u l d  e x t e n d  to,  s a y ,  the  f i r m ' s  c o n t a c t s  
in  one o r  a n o t h e r  s e r v i c e ,  a n d  the  s u i t a b i l i t y  of i t s  f a c i l i t i e s  f o r  s u p p l y -  
i n g  the  r e q u i r e m e n t s  of a c e r t a i n  s e r v i c e .  

T h e s e  m a r k e t i n g  p r o b l e m s  a r e  a l t o g e t h e r  d i f f e r e n t  f r o m  t h o s e  w h i c h  
c o n f r o n t  a p r i v a t e  f i r m ,  w h o s e  m a r k e t  c o n s i s t s  of m a n y  f i r m s  in  the  c a s e  
of c a p i t a l  g o o d s ,  and  of m i l l i o n s  of p e r s o n s  in  the  c a s e  of c o n s u m e r  
g o o d s .  T h i s  m a r k e t i n g  m a n a g e r  was  a h i g h l y  t r a i n e d  s p e c i a l i s t  in  a 
type  of s e l l i n g  a c t i v i t y  tha t  p r o m i s e s  to l o s e  i t s  i m p o r t a n c e  u n d e r  d i s -  
a r m a m e n t .  The  s a m e  a p p l i e s  to  the  g e n e r a l  m a n a g e m e n t  of s u c h  f i r m s .  
T h e s e  m e n  o p e r a t e  e n t e r p r i s e s  w h o s e  p r o f i t  c o n d i t i o n s  a r e  e s s e n t i a l l y  
r i s k - f r e e .  

Now,  t h e i r  m a n a g e r i a l  p e r f o r m a n c e  i s  r a t h e r  d i f f e r e n t  f r o m  t h o s e  
of p r i v a t e  f i r m s  c a t e r i n g  to the  c i v i l i a n  m a r k e t .  M a n y  of t h e s e  m a n -  
a g e r s  o p e r a t e  l a r g e l y  w i th  f u n d s  a n d  e q u i p m e n t  w h i c h  t h e y  do no t  own.  
In  the  c a s e  of one  i m p o r t a n t  m i l i t a r y  c o n t r a c t o r ,  a s  a m a n a g e m e n t  m a n  
pu t  i t  to m e :  the  G o v e r n m e n t  owns  e v e r y t h i n g  in  the c o m p a n y  e x c e p t  
s o m e  of the o f f i ce  c a r p e t s .  

E n g i n e e r s  in  t h e s e  i n d u s t r i a l  f i r m s  p r e s e n t  a n o t h e r  c o n v e r s i o n  
p r o b l e m .  C l a s s i c a l l y ,  e n g i n e e r s  u t i l i z e  k n o w l e d g e  of n a t u r a l  p h e n o m e n a  
to m e e t  a s o c i a l  r e q u i r e m e n t .  If a s o c i e t y  r e q u i r e s  a c e r t a i n  o b j e c t ,  
a n d  i t  m u s t  be p r o d u c e d  w i t h i n  a g i v e n  p r i c e  rar~ge, the  e n g i n e e r  i s  
c a l l e d  on to u s e  h i s  k n o w l e d g e  of m a t e r i a l s  a n d  p r o c e s s e s  to f a s h i o n  a 
f u n c t i o n a l  o b j e c t  tha t  i s  s a l a b l e  w i t h i n  a g i v e n  p r i c e  r a n g e .  
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T h e s e  c o s t  c r i t e r i a - - w h i c h  a r e  u s u a l l y  i m p o r t a n t  to o u r  s o c i e t y - -  
b e c o m e  b l u r r e d  and  l o s t  to the  e n g i n e e r ' s  a r t  in  w o r k  on m i l i t a r y  c o n -  
t r a c t s .  If a n  a d d i t i o n a l  d e g r e e  of p r e c i s i o n  in  an  i n s t r u m e n t  i s  d e s i r e d ,  
t ha t  r e q u i r e m e n t  o v e r r i d e s  c o n s i d e r a t i o n s  of c o s t .  I do no t  m e a n  c o s t  
m a y  be w i t h o u t  l i m i t ,  bu t  i t s  r a n g e  m a y  be v e r y  wide .  The  r e s u l t  i s  
t ha t  m i l i t a r y  e n g i n e e r s  h a v e  b e c o m e  o c c u p a t i o n a l l y  u n s u i t e d  f o r  a c i v i l -  
i a n  m a r k e t .  H e n c e  r e t r a i n i n g  w o u l d  be r e q u i r e d  f o r  t h e s e  m e n .  

S o m e  r e t r a i n i n g  m a y  a l s o  be n e c e s s a r y  f o r  p r o d u c t i o n  w o r k e r s .  
P r o d u c t i o n  s k i l l s ,  h o w e v e r ,  a r e  s u b s t a n t i a l l y  l e s s  s p e c i a l i z e d  t h a n  
e i t h e r  m a n a g e m e n t  o r  e n g i n e e r i n g .  S ince  m a n y  f u n c t i o n s  in  p r o d u c t i o n  
a r e  s i m i l a r ,  no  m a t t e r  w h a t  the  n a t u r e  of the  p r o d u c t  b e i n g  p r o d u c e d ,  
l e s s  o c c u p a t i o n a l  r e o r i e n t a t i o n  m a y  be n e e d e d .  

A v a r i e t y  of i n s t i t u t i o n s ,  i n c l u d i n g  u n i v e r s i t i e s ,  w i l l  h a v e  c o n v e r -  
s i o n  p r o b l e m s .  A m o n g  the  100 l a r g e s t  ( in d o l l a r  v o l u m e )  m i l i t a r y  c o n -  
t r a c t o r s  a r e  two u n i v e r s i t i e s - - M a s s a c h u s e t t s  I n s t i t u t e  of T e c h n o l o g y  
a n d  J o h n s  H o p k i n s  U n i v e r s i t y .  T h e s e  d a t a  a r e  f r o m  the l a t e s t  a v a i l a b l e  
r e p o r t  of the  S e c r e t a r y  of D e f e n s e .  C l e a r l y ,  an  i m p o r t a n t  p a r t  of the  
i n t e r n a l  a c t i v i t i e s  of l a r g e  e d u c a t i o n a l  i n s t i t u t i o n s  in  o u r  s o c i e t y  i s  
o r i e n t e d  t o w a r d  the  m i l i t a r y  f u n c t i o n .  R e o r i e n t a t i o n  and  a l t e r n a t i v e  
u s e  of t h e i r  m a n p o w e r ,  t a l e n t ,  and  f a c i l i t i e s  w i l l  be c a l l e d  f o r .  

T h e r e  a r e  p r o b l e m s  of o c c u p a t i o n a l  r e t r a i n i n g  and  r e l o c a t i o n  t h a t  
h a v e  h a r d l y  b e g u n  to be d e f i n e d .  If  the  p r e s e n t  a c t i v i t y  in  the  m i s s i l e  
f i e l d  w e r e  to  be c u r t a i l e d ,  t hen  a s u b s t a n t i a l  n u m b e r  of e l e c t r i c a l  a n d  
m e c h a n i c a l  e n g i n e e r s  w o u l d  be d i s p l a c e d .  

U n d e r  p r e s e n t  c o n d i t i o n s  f i n d i n g  o t h e r  e m p l o y m e n t  w o u l d  no t  be a 
s i m p l e  t a s k ,  b e c a u s e  the  r e q u i r e m e n t s  of m o s t  o t h e r  i n d u s t r i e s  a r e  
c l e a r l y  s a t i s f i e d .  T h e r e  i s  s o m e  q u e s t i o n  w h e t h e r  s o c i e t y  c o u l d  p r o -  
v i d e  e m p l o y m e n t  u n d e r  n o r m a l  p r i v a t e  m a r k e t  c o n d i t i o n s  f o r  the  t h o u -  
s a n d s  of e n g i n e e r s  who  m i g h t  be f r e e d  by e v e n  a m o d e s t  c u t b a c k ;  a g a i n  
o c c u p a t i o n a l  r e t r a i n i n g  i s  in  o r d e r .  

A degree of occupational retraining may in fact have independent 
virtue for the wider interest of society. Various occupations with high 
social value have received short shrift in the lopsided concentration on 
professions that pay. When I was an undergraduate, Class of 1939, 
high school teaching was regarded as one of the most desirable occupa- 
tional goals. It was an occupation that had dignity, status, economic 
security, and a very acceptable level of income. That is not the case 
today, and our society has suffered in a degree we can't quite measure 
from the fact that able men today look elsewhere for status and re- 
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The  M i l i t a r y  E s t a b l i s h m e n t  m u s t  be i n c l u d e d  in  p l a n n i n g  f o r  p e a c e .  
I t h ink  s t u d i e s  s h o u l d  be m a d e  of p o s s i b l e '  c o n s t r u c t i v e  u t i l i z a t i o n  of 
m i l i t a r y  o r g a n i z a t i o n s  a n d  p e r s o n n e l .  An i d e a  f o r  p u t t i n g  to g o o d  u s e  
the  t a l e n t s  of  the  A r m y  E n g i n e e r i n g  C o r p s  c o m e s  i m m e d i a t e l y  to m i n d .  
T h e  E n g i n e e r i n g  C o r p s  is one of the  l a r g e s t  c o n s t r u c t i o n  o r g a n i z a t i o n s  
in  the  w o r l d .  The  w o r l d  h a s  w o r k  of e n o r m o u s  i m p o r t a n c e  f o r  s u c h  an  
o r g a n i z a t i o n .  

One of the  m o s t  d i f f i c u l t ,  e x p e n s i v e ,  t i m e - c o n s u m i n g  p r o c e s s e s  in  
the  e c o n o m i c  d e v e l o p m e n t  of u n i n d u s t r i a l i z e d  a r e a s  i s  the  p r o v i s i o n  of 
the  n e t w o r k  of t r a n s p o r t a t i o n  f a c i l i t i e s ,  c o m m u n i c a t i o n  f a c i l i t i e s ,  w a t e r  
s u p p l y ,  a n d  p o w e r  s u p p l y  tha t  a r e  e s s e n t i a l  f o r  a n  i n d u s t r i a l i z e d  s o c i e t y  
to f u n c t i o n .  T h o s e  f a c i l i t i e s  a r e  p r o v i d e d  wi th  the  g r e a t e s t  d i f f i c u l t y  in  
c o u n t r i e s  u n d e r g o i n g  i n d u s t r i a l i z a t i o n ,  u s u a l l y  b e c a u s e  of the  low l e v e l  
of n a t i o n a l  i n c o m e .  M a j o r  e n g i n e e r i n g  o r g a n i z a t i o n s  s h o u l d  be a b l e  
l i t e r a l l y  to l a n d  on the b e a c h  of s u c h  a t e r r i t o r y  and  i n s t a l l  s u c h  f a c i l i -  
t i e s .  I t  i n v o l v e s  a k i n d  of l a r g e - s c a l e ,  c r e a t i v e ,  i m a g i n a t i v e  e n g i n e e r -  
i ng  w h i c h ,  to m y  k n o w l e d g e ,  h a s  y e t  to be t a c k l e d  in  an  o r d e r e d  way .  
C o m p a r a b l e  o p p o r t u n i t i e s  s h o u l d  a p p e a r  f o r  the  m e d i c a l  s e r v i c e s .  

U n d e r  d i s a r m a m e n t  a c e r t a i n  a m o u n t  of i n s p e c t i o n  i s  c a l l e d  f o r .  
F o r  e x a m p l e ,  an  i n t e r n a t i o n a l  r a d a r  n e t  w o u l d  be r e q u i r e d  to m o n i t o r  
an  i n t e r n a t i o n a l  a g r e e m e n t  r e s t r i c t i n g  h i g h - a l t i t u d e  m i s s i l e  t e s t s .  I t  
w o u l d  h a v e  to be e x p e r t l y  o p e r a t e d .  M o r e o v e r ,  s u c h  a w o r l d w i d e  r a d a r  
n e t  c o u l d  a l s o  be the  b a s i s  f o r  an  i n t e r n a t i o n a l  a i r  t r a f f i c  c o n t r o l  s y s t e m .  
O r g a n i z a t i o n  and  p e r s o n n e l  c o m p e t e n t  in  t h e s e  a r e a s  w o u l d  be m o s t  v a l -  
u a b l e .  

A d i s a r m a m e n t  p r o c e s s  c a l l s  f o r  the f o r m u l a t i o n  of a p p r o p r i a t e  
p e n s i o n  p l a n s  f o r  the  m i l i t a r y  s e r v i c e s ,  w h i c h  r e c o g n i z e  t h e i r  s e r v i c e s  
a s  v a l u a b l e  and  d e s e r v i n g  of a d e q u a t e  c u s h i o n i n g  w h e n  s o c i e t y  r e q u i r e s  
l e s s  of t h e m .  

A m a j o r  ~ r e a  of o p p o r t u n i t y  f o r  e m p l o y m e n t  a n d  a c t i v i t y  in  the  
U n i t e d  S t a t e s  i s  the  r e v i t a l i z a t i o n  of a l a r g e  s e c t o r  of o u r  i n d u s t r y - - t h e  
s e c t o r  tha t  p r o d u c e s  bo th  m e c h a n i c a l  and  e l e c t r i c a l  i n d u s t r i a l  m a c h i n e r y .  
T h i s  a r e a  of i n d u s t r y  h a s  b e e n  s u b s t a n t i a l l y  u n d e r d e v e l o p e d .  I t  i s  o p e r -  
a t i n g  a t  a r e l a t i v e l y  low l e v e l  of i n d u s t r i a l  l a b o r  p r o d u c t i v i t y .  I t s  p r o d -  
u c t s  h a v e  b e e n  p r o d u c e d  by m e t h o d s  tha t  w o u l d  be u n a c c e p t a b l e  in  o t h e r  
i n d u s t r i e s - - f a i l i n g  to u t i l i z e  q u a n t i t y  p r o d u c t i o n  t e c h n i q u e s  a n d  h e n c e  
o p e r a t i n g  wi th  low p r o d u c t i v i t y ,  h i g h  c o s t ,  and  h i g h  p r i c e .  

Efficiency in the machinery-producing industry is critically impor- 
tant for internal development of productivity. Cheap machinery means 
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a r e a d i n e s s  of m a n a g e m e n t  to buy i t  and  u s e  i t .  E x p e n s i v e  m a c h i n e r y  
m e a n s  f a i l u r e  to p u r c h a s e  and  t h e r e f o r e  h o l d s  b a c k  p r o d u c t i v i t y .  C h e a p  
m a c h i n e r y  m e a n s  a p o s s i b i l i t y  f o r  th i s  s o c i e t y  to s u p p l y  the  g o o d s  f o r  
i n t e r n a t i o n a l  e c o n o m i c  d e v e l o p m e n t .  E x p e n s i v e  m a c h i n e r y  m e a n s  tha t  
o t h e r  s o u r c e s  w i l l  be found .  

F o r  e x a m p l e :  i n  the  m a c h i n e  t oo l  i n d u s t r y  the  S o v i e t  U n i o n  p r o d u c e s  
a m a c h i n e  w i th  200 h o u r s  of l a b o r  p e r  un i t .  C o m p a r a b l e  e q u i p m e n t  i s  
p r o d u c e d  in  W e s t e r n  E u r o p e  w i th  400 to 600 h o u r s  of l a b o r ,  and  in  the  
U n i t e d  S t a t e s  w i th  300 to 400 h o u r s  of l a b o r .  One  b a s i c  m a c h i n e  too l  i s  
s o l d  by the  S o v i e t  U n i o n  a t  a b o u t  $ 3 , 5 0 0 .  C o m p a r a b l e  e q u i p m e n t  i s  s o l d  
in  W e s t e r n  E u r o p e  f o r  f r o m  $5,  000 to $ 6 , 0 0 0  and  in  the  U n i t e d  S t a t e s  f o r  
a s  m u c h  a s  $10,  000. The  c o n t r a s t  b e t w e e n  $ 3 , 5 0 0  in  the  S o v i e t  s p h e r e  
a n d  $10,  000 in  the  U n i t e d  S t a t e s  s u g g e s t s  i m m e d i a t e l y  t ha t  c o u n t r i e s  w i t h  
l i m i t e d  c a p i t a l  w i l l  be h a r d  pu t ,  w h a t e v e r  o t h e r  p r e f e r e n c e s  t h e y  m a y  
h a v e ,  to s e e k  in  the  U n i t e d  S t a t e s  the  s u p p l i e s  t hey  n e e d  f o r  t h e i r  i n d u s -  
t r i a l  d e v e l o p m e n t .  

I w i s h  to m a k e  b r i e f  r e f e r e n c e  to the  e c o n o m i c s  of d i s a r m a m e n t  in  
the  S o v i e t  U n i o n .  I m e n t i o n  i t  to e x c i t e  y o u r  c u r i o s i t y .  I ' m  no t  g o i n g  to 
r e s o l v e  any  m a j o r  q u e s t i o n s  h e r e .  

We h a v e  b e e n  to ld  f r o m  t i m e  to t i m e  tha t  the  e c o n o m i c s  of d i s a r m a -  
m e n t  w o u l d  no t  be a p r o b l e m  in  the  S o v i e t  s y s t e m ,  b e c a u s e  of c e n t r a l -  
i z e d  m a n a g e r i a l  c o n t r o l  o v e r  the  e c o n o m y  and  the  s o c i e t y .  T h e r e  a r e  
b i t s  of e v i d e n c e  s u g g e s t i n g  tha t  t h i s  m a y  no t  be  the  c a s e .  

D r .  O s k a r  L a n g e ,  an  i m p o r t a n t  P o l i s h  e c o n o m i s t  and  a d v i s e r  to the  
G o v e r n m e n t ,  r e p o r t e d  in  an  o f f i c i a l  a d d r e s s  t h a t  t h e r e  w o u l d  be p r o b -  
l e m s  in  the  e c o n o m i c s  of d i s a r m a m e n t  in  the  S o v i e t  s p h e r e  a s  w e l l  a s  in  
the  W e s t .  He s a i d  t h e s e  w o u l d  be p r o b l e m s  of a " f r i c t i o n a l "  s o r t ,  i n  the  
s h i f t i n g  of p e r s o n s ,  in  the  m o v e m e n t  of f a c t o r i e s ,  in  the  c h a n g e  of p r o -  
d u c t i o n  s c h e d u l e s .  His  e s t i m a t e ,  h o w e v e r  c u r s o r y ,  s u g g e s t e d  p r o b -  
l e m s  s i m i l a r  to  t h o s e  t ha t  we w o u l d  e x p e c t  h e r e  a s  w e l l .  

In  f a c t ,  in  the  S o v i e t  s p h e r e  t h e r e  a r e  c o n d i t i o n s  w h i c h  w o u l d  a g g r a -  
v a t e  c o n v e r s i o n  p r o b l e m s  u n d e r  d i s a r m a m e n t .  S e v e r e  h o u s i n g  s h o r t a g e s  
a r e  g e n e r a l  i n  S o v i e t  c o u n t r i e s .  S u c h  s h o r t a g e s  s h a r p l y  r e s t r i c t  the  
m o b i l i t y  of p e r s o n s ,  a n d  t h e r e f o r e  i n d u s t r i a l  and  o c c u p a t i o n a l  m o b i l i t y .  

E v e n t s  i n  the  l a s t  y e a r  h a v e  c a s t  s o m e  l i g h t  on  t h e s e  p r o b l e m s .  The  
S o v i e t  p r e s s  h a s  r e p o r t e d  t h a t  s o m e  250,  000 o f f i c e r s  w e r e  r e t i r e d  f r o m  
the  m i l i t a r y  s e r v i c e  d u r i n g  a c u t b a c k  of f o r c e s .  O n l y  a b o u t  o n e - t h i r d  
c o u l d  be  p l a c e d  in  o c c u p a t i o n s  c o m p a r a b l e  in  i n c o m e  a n d  s t a t u s  l e v e l  to 
t h o s e  t h e y  p r e v i o u s l y  e n j o y e d .  The  o t h e r  t w o - t h i r d s  w e r e  d o w n g r a d e d .  
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We know l i t t l e  and  can  do l e s s  abou t  Sov ie t  e c o n o m i c  p r o b l e m s  
u n d e r  d i s a r m a m e n t .  But  we do know that  Sov ie t  e c o n o m i s t s  and  i n d u s -  
t r i a l  m a n a g e r s  would  do w e l l  to t u r n  t h e i r  a t t e n t i o n  to the m a t t e r ,  f o r  
R u s s i a ,  l ike  the U n i t e d  S t a t e s ,  has  l e a r n e d  to d e p e n d  h e a v i l y  on h e r  
m i l i t a r y  i n d u s t r i e s .  

I spoke  e a r l i e r  abou t  the e f f e c t s  of p a r t i c u l a r  d i s a r m a m e n t  m o v e s  
on e m p l o y m e n t .  What  abou t  the e f f e c t  on e m p l o y m e n t  of a d o p t i n g  s o m e  
of the a l t e r n a t i v e  p r o g r a m s  I s u g g e s t e d ?  What  does  i t  m e a n  f o r  e m -  
p l o y m e n t  to s p e n d  a m i l l i o n  d o l l a r s  in u r b a n  r e n e w a l ,  in e d u c a t i o n ,  in  
m e d i c i n e ,  in f o r e i g n  e c o n o m i c  d e v e l o p m e n t ?  We n e e d  the a n s w e r s  to 
th is  q u e s t i o n  in o r d e r  to do r e a l i s t i c  p l a n n i n g  f o r  e c o n o m i c  c o n v e r s i o n  
u n d e r  d i s a r m a m e n t .  

We n e e d  to know,  too, the n a t u r e  of the i m p a c t ,  and the t i m e  s p a n  
of i m p a c t ,  of p a r t i c u l a r  c u r t a i l m e n t  a c t i v i t i e s .  To m y  k n o w l e d g e  t h e r e  
does  not  now e x i s t  a s e r i o u s  s t u d y  of wha t  h a p p e n s  to a c o m m u n i t y  w h e n  
m a j o r  c o n t r a c t s  a r e  w i t h d r a w n .  What  does  c l o s i n g  down M i t c h e l l  F i e l d  
on Long  I s l a n d  m e a n  in  t e r m s  of e m p l o y m e n t  and  e c o n o m i c  a c t i v i t y  in 
the a r e a  ? 

On 4 F e b r u a r y  1961, the " N e w  Y o r k  T i m e s "  r e p o r t e d  an  A s s o c i a t e d  
P r e s s  d i s p a t c h  f r o m  M u s k e g a n ,  M i c h i g a n ,  a n n o u n c i n g  tha t  the B o r g  
W a r n e r  f i r m  was  going to m o v e  a p l an t  f r o m  M u s k e g a n  to a s o u t h e r n  
l o c a t i o n .  The  m o v e  would  end  1 ,800  jobs  in  the town.  I t  is  not  a m i l i -  
t a r y  p lan t ,  but  the p r o b l e m  is  s i m i l a r .  Aga in ,  the q u e s t i o n  is :  wha t  is  
the i m p a c t  of s u c h  a w i t h d r a w a l ?  What  can  h a p p e n  in a c o m m u n i t y  w h e n  
it  is  l e f t  to i t s  own r e s o u r c e s  ? What  c a n  be done by ou t s i de  a g e n c i e s  
tha t  is  b e y o n d  the r e s o u r c e s  of the c o m m u n i t y  i t s e l f ?  About  a y e a r  ago  
I d r e w  up a r e s e a r c h  p r o p o s a l  c a l l e d  " P r o b l e m s  of C o n v e r t i n g  I n d u s t r y  
U n d e r  D i s a r m a m e n t . "  I ou t l i ned  a s e t  of p r o b l e m s  w h o s e  s o l u t i o n  would  
c o n t r i b u t e  to w i s e r  p o l i c y  in  th is  a r e a .  

The  i m p o r t a n c e  of f i nd ing  a n s w e r s  to the open p r o b l e m s  of e c o n o m i c  
c o n v e r s i o n  l i e s  f i r s t  i n  the f a c t  tha t  we n e e d  c o n f i d e n c e  wi th in  o u r  own 
s o c i e t y ;  tha t  a s  a s o c i e t y  we a r e  r e s p o n s i b l e  to e a c h  o t h e r .  One of the 
t r a g i c  f a c t s  r e p o r t e d  r e c e n t l y  in one of the " d i s t r e s s e d  a r e a s "  of the 
U n i t e d  S t a t e s  i s  the c o m m e n t  of an  i n d u s t r i a l  w o r k e r  to an i n q u i r e r  
that :  " N o  one s e e m s  to c a r e  what  h a p p e n s  h e r e . "  

I d o n ' t  th ink i t  i s  a c c e p t a b l e  in o u r  s o c i e t y  ~ not  to c a r e  abou t  wha t  
h a p p e n s  u n d e r  a m a j o r  e c o n o m i c  sh i f t .  I th ink  o r d e r e d  c o n c e r n  wi l l  
m a k e  a d i f f e r e n c e .  I t  wi l l  m a k e  a d i f f e r e n c e  not  only  in the e c o n o m i c  
s t a t u s  of i n d i v i d u a l s ,  but  i t  wi l l  give a p o l i t i c a l  c a p a b i l i t y  to ou r  s o c i e t y  
tha t  i t  cou ld  not  h a v e  i f  s u c h  r e s p o n s i b i l i t y  did not  e x i s t .  
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I n d u s t r i a l  c o n v e r s i o n  u n d e r  d i s a r m a m e n t  is  a m a j o r  e c o n o m i c  and  
p o l i t i c a l  p r o b l e m  of ou r  s o c i e t y .  In m e e t i n g  this  p r o b l e m ,  in  e x p l o r i n g  
i t  and  d e f i n i n g  i t s  b o u n d a r i e s ,  in f ind ing  the k n o w l e d g e  we need ,  we g ive  
o u r s e l v e s  s t r e n g t h .  We give o u r s e l v e s  s t r e n g t h  not  on ly  to s u s t a i n  e c o -  
n o m i c  c h a n g e ,  but  a l s o  in po l i t i c a l  v i t a l i t y  and i n f l u e n c e .  

On 30 O c t o b e r  1960, the " N e w  Y o r k  T i m e s "  r e p o r t e d  an  a d d r e s s  
by T. C o l e m a n  A n d r e w s ,  f o r m e r  C o m m i s s i o n e r  of I n t e r n a l  R e v e n u e .  
I quote  M r .  A n d r e w s :  

" T h e  g r e a t e s t  t h r e a t  tha t  f a c e s  A m e r i c a  t oday  is  the c h a n c e  tha t  
R u s s i a ' s  N ik i t a  K h r u s h c h e v  m a y  c o m e  f o r w a r d  with  a genu ine  p e a c e  
p r o p o s a l  tha t  c a n n o t  be r e f u s e d .  If the Sov ie t s  shou ld  p r e s e n t  a s i n -  
c e r e  and  r e l i a b l e  p r o p o s a l  f o r  ,peace ,  i t  would  th row us in to  an  i n d u s -  
t r i a l  t a i l s p i n  the l ike  of wh ich  we h a v e  n e v e r  d r e a m e d .  It  would  r e s u l t  
in  the g r e a t e s t  d e p r e s s i o n  A m e r i c a  has  e v e r  known,  b e c a u s e  o u r  a r m s  
i n d u s t r y ,  c o u p l e d  with  f o r e i g n  a id ,  is  r e s p o n s i b l e  e a c h  y e a r  f o r  50 b i l -  

l! l ion  d o l l a r s  in p u r c h a s i n g  p o w e r .  

Th i s  p r o g n o s i s  m u s t  not  be a l l o w e d  to s t and .  

C O L O N E L  REID: P r o f e s s o r  M e l m a n  is  r e a d y  f o r  y o u r  q u e s t i o n s .  

QUESTION:  The Sov ie t  Union  in al l  of i t s  d i s a r m a m e n t  p r o p o s a l s  
h a s  u s e d  two y e a r s  a s  the p h a s i n g  p e r i o d .  Al l  of the e x t r e m e  f i g u r e s  
tha t  you  h a v e  g iven  on the e f f e c t  of d i s a r m a m e n t  on the e c o n o m y  ind i -  
c a t e  tha t  a m u c h  l o n g e r  p h a s i n g  a c t i v i t y  is  n e e d e d  if i t  i s  to be o r d e r l y .  
H a v e  you  e v o l v e d  a r e a s o n a b l e  p h a s i n g  p e r i o d  f o r  the e c o n o m y  to h a v e  
an  o r d e r l y  d e v e l o p m e n t ?  

P R O F E S S O R  M E L M A N :  I do not  h a v e  s u c h  an  e s t i m a t e  of t i m e  
r e q u i r e m e n t .  L e t  m e  s u g g e s t  by one e x a m p l e  why I don ' t .  L e t  us 
a s s u m e  tha t  we r e g a r d  u r b a n  r e n e w a l  as  a s i g n i f i c a n t  a r e a  of a c t i v i t y .  
The  q u e s t i o n  a r i s e s ,  how long  does  i t  rake to ge t  a p p r o v a l  f o r  one of 
the a v a i l a b l e  F e d e r a l  loans  to c a r r y  out  an  u r b a n  r e n e w a l  p r o g r a m ?  
I d o n ' t  know how long  i t  t a k e s  to ge t  tha t  f r o m  the t i m e  of f i r s t  a p p l i c a -  
t ion  to the t i m e  one ge t s  the "go  a h e a d , "  w h e r e  you  c a n  c a l l  in  t h e a r c h i -  
t e c t  and  the c o n t r a c t o r  and  l ay  down the f i r s t  c o n s t r u c t i o n  plan.  T h e r e  
a p p e a r  to be a m u l t i t u d e  of q u e s t i o n s  of tha t  s o r t  to wh ich  we h a v e  no 
c l e a r  a n s w e r .  

T h e r e  a r e  o t h e r  m a t t e r s  on which  i t  would  s e e m  tha t  we have  b e t t e r  
a n s w e r s .  F o r  e x a m p l e ,  s u p p o s e  we knew tha t  a g iven  f a c t o r y  is  c o m p e -  
t en t  to p r o d u c e  p r o d u c t  X, wh ich  i t  now p r o d u c e s  f o r  m i l i t a r y  s t o c k .  
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The  e n g i n e e r s  of tha t  f a c t o r y ,  g iven  an  a p p r o p r i a t e  l e a d t i m e ,  cou ld  
p r o b a b l y  m a k e  p l ans  f o r  r a p i d  c o n v e r s i o n .  

S o m e  of you  m a y  r e c a l l  tha t  in  1945 it  l i t e r a l l y  h a p p e n e d  tha t  a 
w o r k m a n  f i n i s h e d  w o r k i n g  on the l a s t  p r o d u c t  c o m i n g  down a l ine  of 
m i l i t a r y  goods ,  t u r n e d  a r o u n d ,  and  s t a r t e d  a s s e m b l i n g  the r e f r i g e r a -  
t o r s  that. c a m e  down the nex t  l ine .  

We h a v e  an  e s t i m a t e  f r o m  a r e c e n t  s t u d y  wh ich  s a y s  t ha t  u n d e r  
c o n v e r s i o n  c o n d i t i o n s ,  the a i r c r a f t  i n d u s t r y ,  w i thou t  a m a j o r  p r o g r a m  
of G o v e r n m e n t  i n v e s t m e n t ,  m i g h t  con t i nue  abou t  ha l f  of i t s  p r e s e n t  p e r -  
s o n n e l .  U n d e r  t h o s e  c o n d i t i o n s  i t s  r a n g e  of p r o d u c t s  cou ld  i n c l u d e :  
c o m m e r c i a l  a i r c r a f t ,  m o n o r a i l  t r a i n s ,  e l e c t r i c  c a r s ,  h o u s i n g  s e c t i o n s ,  
and  h y d r o f o i l  b o a t s .  How long  a p e r i o d  is  r e q u i r e d  f o r  m a n a g e r i a l  p l a n -  
n ing,  in  a d d i t i o n  to the t e c h n i c a l  i n d u s t r i a l  p l ann ing ,  f o r  s u c h  a c h a n g e  ? 
At  th is  m o m e n t  we don ' t  know. 

QUESTION: I was  a w a r e  tha t  you  c o n s i d e r e d  t a x e s  as  an  e l e m e n t  
of s t a b i l i z i n g  the e c o n o m i c s  of d i s a r m a m e n t ,  w h e r e  you  gave  the  c o n -  
s u m e r  m o r e  m o n e y  and  he cou ld  buy m o r e  p r o d u c t s ,  s u c h  as  w a s  the 
c a s e  a t  the end  of W o r l d  W a r  H. T h e y  don ' t  h a v e  i t  now. 

PROFESSOR MELMAN: T h e r e  is  a d i spu te  a m o n g  e c o n o m i s t s  who 
a r e  e x p e r t  in  f i s c a l  m a t t e r s  a s  to w h e t h e r  s o c i e t y  is  b e s t  s e r v e d  by 
m a k i n g  a c r o s s - t h e - b o a r d  tax  r e d u c t i o n s ,  o r  by m a k i n g  o t h e r  a l l o c a t i o n  
of the tax r e v e n u e s  b r o u g h t  in.  The  d i s c u s s i o n  i n c l u d e s  q u e s t i o n s  s u c h  
a s ,  would  i t  be p o s s i b l e  to m a k e  d i f f e r e n t  t ypes  of tax  r e d u c t i o n s  so  
tha t ,  f o r  e x a m p l e ,  the l o w e r - i n c o m e  t h i r d  o r  ha l f  of the popu la t i on  
would  be g iven  s u b s t a n t i a l  tax r e d u c t i o n s ,  whi le  a r a t h e r  s m a l l e r  tax  
r e d u c t i o n  o r  p o s s i b l y  none  a t  a l l  would  be g iven  to the r e s t .  The  log ic  
is  tha t  low i n c o m e  s e c t o r s  a r e  the a r e a  w h e r e  tax  r e d u c t i o n  would  i m -  
m e d i a t e l y  r e s u l t  in  new r e q u i r e m e n t s  fo r  a l l  m a n n e r  of d u r a b l e  c o n -  
s u m e r  goods ,  w h e r e a s  s u c h  an  e f f e c t  is  not  l i k e l y  w h e n  a tax  r e f u n d  is  
m a d e  to p e r s o n s  wi th  $10, 000 o r  m o r e  i n c o m e .  

QUESTION: R e l a t i v e  to the l a s t  q u e s t i o n ,  on the s u b j e c t  of w h e t h e r  
we have  a tax  r e d u c t i o n  as  a p a r t  of the c o n v e r s i o n  p r o g r a m ,  w o u l d n ' t  
th i s  g r e a t l y  d e p e n d  upon the e c o n o m i c  c o n d i t i o n s  e x i s t i n g  a t  the t i m e  of 
a n y  s u c h  d i s a r m a m e n t  a g r e e m e n t  ? 

PROFESSOR M E L M A N :  T h a t  a g a i n  is  a m a t t e r  on which  g e n e r a l  
e c o n o m i s t s  and  f i s c a l  s p e c i a l i s t s  h a v e  d i f f e r e n c e  of v i e w s .  Bu t  when  
you  s a y  i t  would  d e p e n d  on the g e n e r a l  e c o n o m i c  c o n d i t i o n s ,  you  s h o u l d  
k e e p  in  m i n d  tha t  o u r  k n o w l e d g e  and  c o m p e t e n c e  to c a r r y  out  c o n v e r s i o n  
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to  m o r e  p e a c e f u l  a c t i v i t i e s  a r e  a m a j o r  p a r t  of w h a t  you  w o u l d  c a l l  t he  
g e n e r a l  e c o n o m i c  c o n d i t i o n s .  

Q U E S T I O N :  W o u l d  y o u  a d d r e s s  y o u r s e l f  to the  d e g r e e  of  c a p a c i t y  
u t i l i z a t i o n  in  m a n y  of o u r  i n d u s t r i e s  d u r i n g  the  l a s t  f ew y e a r s  ? 

P R O F E S S O R  M E L M A N :  If  c a p a c i t y  u t i l i z a t i o n  in ,  f o r  e x a m p l e ,  
m a n y  c o n s u m e r  g o o d s  i n d u s t r i e s - - s o f t  a n d  h a r d  g o o d s - - w e r e  h i g h ,  
t h e n  s o m e  a d d i t i o n a l  p r o d u c t i o n  c a p a c i t y  w o u l d  be n e e d e d  if  c o n s u m e r  
p u r c h a s i n g  p o w e r  w e r e  g r e a t l y  e n l a r g e d .  B u t  c a p a c i t y  u t i l i z a t i o n  h a s  
b e e n  low.  T h e r e f o r e ,  a v a i l a b l e  i n d u s t r i a l  c a p a c i t y  c o u l d  c o p e  w i t h  d e -  
m a n d s  of  e n l a r g e d  m a r k e t s .  

T h e  s e v e r a l  b u s i n e s s  r e c e s s i o n s  s i n c e  the  S e c o n d  W o r l d  W a r  h a v e  
b e e n  s e q u e n t i a l l y  m o r e  s e v e r e .  The  r e c o v e r y  p e a k  r e a c h e d  a f t e r  e a c h  
r e c e s s i o n  h a s  b e e n  s e q u e n t i a l l y  l o w e r .  T h a t  i s  n o t  a b a s i s  f o r  e x p e c t -  
i n g  a r e p e a t  of  the  1945-46  e x p e r i e n c e .  

A c u r s o r y  c h e c k  w i l l  s h o w  t h a t  we  h a v e  a n  a m p l e  s u p p l y  of b o t h  
d u r a b l e  a n d  s o f t  c o n s u m e r  g o o d s ,  a n d  of i n d u s t r i a l  e q u i p m e n t ,  f o r  the  
e x i s t i n g  m a r k e t s .  L e t  m e  e m p h a s i z e ,  f o r  the  e x i s t i n g  m a r k e t s  a n d  
w i t h i n  the  e x i s t i n g  p r i c e  s t r u c t u r e .  T h e r e  w o u l d ,  c o n t r a r i l y ,  be a 
g r e a t  d e m a n d  f o r  h o u s i n g  ff i t  w e r e  a v a i l a b l e  a t  a p r i c e  t ha t  t he  m a r k e t  
d o e s  n o t  now p r o v i d e .  

Q U E S T I O N :  S i r ,  a n u m b e r  of s p e a k e r s  o v e r  t i m e  h a v e  r e f e r r e d  to 
t h i s  p r o b l e m  of  the  u s e  of o u r  m a n p o w e r ,  the  n u m b e r  of w o r k e r s  e n t e r -  
i n g  o u r  l a b o r  f o r c e ,  a n d  the  Like .  How do y o u  ge t  in to  the  s t u d y  of t h i s  ? 
Do y o u  f o l l o w  the  r e q u i r e m e n t s  of  a r e s e a r c h  a r e a  t ha t  a r e  s t i m u l a t e d  
by  the  u n i v e r s i t y  u n d e r  a r e s e a r c h  g r a n t ,  o r  a p r i v a t e  f o u n d a t i o n ,  o r  
a r e  t h e s e  s t u d i e s  s t i m u l a t e d  by the  G o v e r n m e n t  i t s e l f ?  

P R O F E S S O R  M E L M A N :  I go t  i n t o  th i s  a r e a  b e c a u s e  l d e c i d e d  t h a t  
I w a n t e d  to be in  i t .  I p r o c e e d e d  to a c c u m u l a t e  k n o w l e d g e  m y s e l f ,  a n d  
I i n v i t e d  two o t h e r  m e m b e r s  of  o u r  f a c u l t y - - o n e  a n  e c o n o m i s t ,  P r o f e s s o r  
W i l l i a m  V i c k r e y ,  a n d  a n o t h e r  a b u s i n e s s  e c o n o m i s t ,  P r o f e s s o r  E m i l e  
B e n o i t - - t o  j o i n  i n  s p o n s o r i n g  a s e m i n a r  on  the  e c o n o m i c s  o f  d i s a r m a -  
m e n t .  We w e n t  to  the  d e a n  of  the  G r a d u a t e  F a c u l t i e s  a n d  s a i d :  " W e  
n e e d  s o m e  m o n e y  to p a y  f o r  p o s t a g e  a n d  to  p a y  a n  h o n o r a r i u m  to 
s p e a k e r s  t ha t  w e  m a y  i n v i t e .  C o u l d  we ge t  s o m e  m o n e y ? "  He  s a i d  
we c o u l d  h a v e  $ 2 , 0 0 0  f r o m  a c e r t a i n  fund .  My d e p a r t m e n t  pu t  up  $500 ,  
the E c o n o m i c s  D e p a r t m e n t  p u t  up  $500;  a n d  t h a t t s  how th t s  s e m i n a r  w a s  
f inanced. 
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S e c o n d ,  t h e r e  h a s  b e e n  a g r o w i n g  t r a d i t i o n  t ha t  the  o n l y  w a y  to g e t  
s o m e t h i n g  off  the  g r o u n d  is  to  g e t  a n  a l l o c a t i o n  of no t  l e s s  t h a n  a c o u p l e  
of  h u n d r e d  t h o u s a n d  d o l l a r s ,  to o p e n  up a s u i t e  of  o f f i c e s ,  h i r e  a f l e e t  
of  s e c r e t a r i e s ,  a n d  p r o l i f e r a t e  i n t e r o f f i c e  m e m o r a n d a ,  p r o g r e s s  p r o -  
p o s a l s ,  i n t e r i m  r e p o r t s ,  a n d  the  l i ke  l 

I h o p e  t h a t  m e n  in  o t h e r  u n i v e r s i t i e s  a n d  o t h e r  i n s t i t u t i o n s  w i l l  f i n d  
i t  p o s s i b l e  to r e c o g r d z e  h e r e  an  i m p o r t a n t  a r e a  of  p r o b l e m s  a n d  w i l l  
u n d e r t a k e  a c t i v i t y  w i t h i n  t h e i r  i n d i v i d u a l  c o m p e t e n c e  to d e a l  w i t h  p a r t i c -  
u l a r  p a r t s  of  i t .  E v e r y  p a r t i c u l a r  c o n t r i b u t i o n  m a k e s  us  b e t t e r  a b l e  to 
c o p e  wi th  th i s  a r r a y  of q u e s t i o n s .  T h u s  f a r  i t  a p p e a r s  t h a t  m a n y  m e n  
h a v e  b e e n  f e a r f u l  of a p p r o a c h i n g  t h e s e  q u e s t i o n s ,  f o r  a l l  s o r t s  of  r e a -  
s o n s ;  p e r h a p s  t h i s  d i s c u s s i o n  w i l l  g ive  s o m e w h a t  m o r e  o p t i m i s m  a n d  
r e a d i n e s s  to go  i n to  t h e s e  m a t t e r s .  

C O L O N E L  REID:  P r o f e s s o r  M e l r n a n ,  on  b e h a l f  of  the  C o m m a n d a n t  
a n d  the  C o l l e g e ,  i t ' s  c e r t a i n l y  a p l e a s u r e  to h a v e  h a d  y o u  h e r e  to s p e a k  
to us  and  to r e p h r a s e  in  o u r  m i n d s  s o m e  of t h e s e  q u e s t i o n s  w h i c h  you  
h a v e  j u s t  m e n t i o n e d .  

T h a n k  y o u ,  s i r .  

(21 S e p  1 9 6 1 - - 5 , 6 0 0 ) B ] e n / m r  
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