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The ‘Key Log’ in America’s Economic Logjam -

By Seymour Melman

This year is o replay of 1929, The

. central factor now Is incompetence In

Iogjum that sharls the down-

‘recurzing prablem In
logging. The logger's
task is to discever the
ey log, whase extrac:
tionunfocks the jam, Stmiiarly; a tan-
gle of shoct- and Jong-term problems
ncapaciiates our economy.
‘They include vast lrnde Inll tudgel

deliclis, the dollar's falling and un--

predictable value, low rates of growth
in productivity, the expartation of
caplial and jobs, a decayed Infra-
. siructure, and the growth of poverly, .
homelessnesa and mass hunger, How
dldl.h:l:wnmnygell.nml.his am?

Sepmour Metman, professor of indus: .

trigl engineering at Columire, has
written sebernl beoks on military
spending end [adustrial productivity.

river fow of logs Is &

and the prime cause of
this Is the 40-year milltary-economy
extravaganza, 1L has pre-nmpted
hege quantlides of caplial resources,
turned out econemivally useless prod-
ucts and Installed & counterproduc-
livity declslon-making process In n-
dustry.

America’s. cumulative ecunnmlc

crlsls cammet be enclustvely al-
u"nmlcdm the military system. Other
factors play & parl! -managerlal
shorl-term thinking, the myth of A
“service” ecanomy in which produc-
tion Is by definition umimportant, and
the &xporting of capital instead of
modemizing [actories, Nonstheless,
military spenditig isthe 'key log”

Ours was ohice a first-rate Indus-
tria) economy, pre-eminent world-
wide ns a producer of real wealth.

Flrst-rale smesnt paying top wapes-

arid offsetting thein, by efficiency at

work and by managers seeking oul
new technofogies. All his was sop-
ported by 4 Sable currency and a
good Infrastructure, and dellvered a
rising level of living.

From 1950 to 1970, growth in manu-
facturing pmlur;llvny everaged 43
percent per year, but {rom 1970 Lo

1084 It aversged only 1.4 perecent. This
drop was caused by a transformation -

in iwo cote elements needed for A
ligh rate of grawth in produettvity.
Firsl, cost minmizing must be the
daminont rule in industry, Together
wlth improved elficiency, it resulis in
grealer profit, reduced prices or bath.
Under cost WARES BYOW

tained the oldest stock of metalwork.
ing machlezs of any industrialized
country. By the 80's, as the mala
condlilons for possessing a firsi-rate
industrial econamy  were check-
meted, America dropped to becond:
rat¢ industrial stans. -~
emphasls on mHlary siead
af chvilian Industrial and research ex-
has led to our

Ing in place an overkil) capability o
13 times while maklng possible a s
able, meaalngful reductlon In lhe
Federaldelleil, o

Fer the firsl ime since the war,
partsof the American and Soviet gov-
ecning ellies agres on e need lor
military cuts in order {o cope with do-
mestlc economlc problems. Thus,
reversal of the arms race

industries and Infrastrocture. Redue-

Ing the mlliery burden would cul the -

. Pederal detictt, ense borrowlng and
spur cost mlnlmizmg atul preclue.
tivily — resulting in more conje-

more rapldly than prices of machin-
ery and producis,, That encourages
mechanization ond thereby furthers
the preductivity of labar and capital
Second, high preductivily requlres

sulficient resources llke machinery.

and technlcal skills.- Slnce the war,

the Fentagon has pre.empied nearly”

* twice the resources needed to repeir

. our fadustry and infrestructure.

Crist has been replaced
by cosi maximizing, notably by mili:
Gty contractors, Maximizing In-
volves indifference ta cost and (o effi-
ency. That is why Pentagen ‘pro-
curemeht reform™ plans never sic-
cced. Some 33,000 industrial esiab-
lshments are prime conlrectors o
the Delense Depariment; In addition,

Blame
military
spénding.

tenc’e In production, 1.ess dependeace
an imports would eut the eutflow of
dollars and raise thelr value.

Is the miltary “key log” 4 necks:
-34ry evil? Consider Ihe sirateple no
clear forces: 11788 warkeads on
Plangs, misslies and submarines with
/Intercontinenlal capahilitics, reach-

J g ‘about 220 urban-industrlal cen-

there are more lhan 100,000 subum-,‘ ters ¢f the Soviet Unlon. American

1zactors. Al ave on a cosl escalator, |
Amerlca’s  firsl-rale  econom;
begaa Lo unravel fn Ihe  1860's. By
1980, our Industrial workers' houd!
earnings ranked eighth worldwlde.
Trurlng the 70, their haurly earnings
grew by 72 percent, but prices of niew
machine tools Tose B percent, Conse-
quently, sales of new machinery feH
off, and by 1978 our faclaries con-

military. farces can destray those
places more than 50 tmies vier, This
pointless capacity reflects’ an as-
sumption that our ceal weolth 1s un-
timited, Lhat it i5 possible endlessiy o
produce overkdll junk withaut Injuy-
ing the rest of the economy. -

Let us reduce vur stralegic nuclear
force by 7% percenl. That amounts o
& saving of §54.6 blllion for 1988, leav-

with lirge culs by Ronald Reagan,
and Mikhall 5. Gorbachey 15 now dls-
cussable and perhaps feasible, Such g
reversal would require a capabllity
far evenwgally converting es much a8
205 billlon in annwal nctjvity from
military. 1o clyliihn purposes, Thi
nécessery planning for economic con-
version is defined by a 1987 bill spoa-
sored by Mepreseniative Ted Weiss,

' Demucrat of New York, aad 50 more

House members.

+ 1t wounld set in mation: o decentrdl
ized progess emphasizlng local re-
sponsihility and sulbority for using
the people and facilities of [acteries,
laboratorics and . boses that
serve the mlitary for clvilian work
Instead. City, state and Federal gov-

‘griuments would be marshaled to plan

Lhe capital Investments neaded to up-
grade the decayed Infrastructure,

. Flis would portend large new mar-

kets and work apportunities. -

If the economy's “key log” Is not
extricated, Ihe lepiam will grow apd
become progressively less manage-

* mble, and cur economy will become
«thirdrate. We will lack resources to

repait even key indusicies and will
suffer a decllidng lovel of lving.
Then, as i a nonindustrialized coun-
try, teams of workers, techalclans
end manapers would have to be sent
ebroad to acquire necded ckills, pr
foreigners world have Lo send In
stafis totrein the natives.



