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THE MISSING LINK IN THE DISARMAMENT
AGENDA
by Seymour Melman

Indl theintemationd negatiationsbetwean great and smdl powearssnceWarldwer |, andindl of
themgor medtingsconducted a the United Nationswith respect to halting and reverang thearmsrace, no
atention hesbeengventotheprodem of how to chengethe military-saving economy todvilianuse The
reesonwhy that must nolonger beamissing link, but must be addressed expliatly, isbecause of thepaliticd
and economic conNsSNUENCES Of parmianant war economiesin many countries

Wherever amilitary economy operatesasadurddeentity, that economy hesacadreof date
managerswho enjoy uniquepowe and privilegewithin their regpedtive sates and thet power islinked tothe
ongaing oparation and expanson of themilitary-sarving indudtrid and dlied etaprise. Thetop manegarsof
the military economieshaveadirett dakein themantenenceand enlargement of amedforces. They widd
thar influenceevarywherein theworld—diredtly, in governments, and, indiredtly, throughthemediaand
through diverseeducationd indiitutions—to give prestige and suppart to theideaof usng amed forceasan
ingrument of power. Additiondly, spedd privilegesarecharadtaritically attached to theseoccupdtions: The
cgptainsaf military economy areprivileged persondly and professondly. | havesaantha incountrieslarge
andsmdl, indudtridized and developing. Thet persond meterid privilegefindly mekesthesepeople
beholden to the continuence of militery economiesand givesthemwhet isordinarily underdood asan
ooccupetiond dakeinraiondizing, injudifying, and adting for the continuence of theseeconomies whichis
tentamount to saying for the continuation of thar power and privilege

Thelarger palitical consequencedf theexigencedf these military economiesisthat govamnmentsare
rendered dragtically less capeble of even discussng thepaliticsof reverang theamsrace. Very few



govaenments—they can probebly be counted on thefingers of one hand—actudly havefull-time personnd
chargad with the profess ond respongihility of thinking about how toreverseanarmsrace. Theaosence of
uch professond responghility inprindpa countriesof theworld istracesbleto the concantration of power
and privilegeof evary sort inthemilitary economiesand inthe palitical goparatusesthet aresupported by
them.

But the conssquences of military economy extend far beyond thelarger issues of war and peece.

They havedrect and impartant conssquencefar acountry'sshort-term and long-term economic devd opmat.
Hereitisaudd to goprediaetha amodern military budget isacapita fund. Thet meensthetitisnot smply

aguantity of money withwhich purchesssaremede Itisaquantity of money which saisinmationthose
resourceswhich, withinindudtrid enterprises, areordinarily understood ascomprising fixed and working
capitd. Fixed capitd meansland, buildings and machinery; working capitd meensthemoney vduedf dl the
other resourcesrequired to st anindudrid entapriseinmation.

Itisausomary to assessthemegnitudeof amilitary budget asapercantage of thegrossnationd
product, whichisthemoney vduedf dl new goodsand sarvicesgeneraed inan economy inagivenyeat. In
theunited Satestheraio of military soending tothe GNP lagt year wasabout 7 percant. Todmod evaryong,
thishesssamed agmdl amourt, asmdl diceout of thet vary largemoney-vaued product pie

A dfferet pdureemergeswhenyoulook a themilitary budget asacapita fund and compaeit to
anather capitd fund, namdy thet which representsthemoney vauedf new avilian capitd formetion, the
money vauedf new avilianassesareatadinagvenyear. | anavaredf acartain conogotud noncongruity
here asthemilitary budget sseninthislight reoresntsaset of potentid cgoitd input factors whilethemessre
of dvilian caaitd formetion, asin theandard datidicscdled " grossdomedtic fixed cgaitd formation,”
represents an output measure. Nevertheless we can learn much from making the gppropriate
comparison. Inthe United Statesin the year of last available data, 1979, for every $100 of new

civilian capital formation $33 worth of capita resources were separately used for military



purposes. Inthat same year in England the ratio was 32/100, in West Germany 20/100, in
Japan 3.7/100 The economic consequence of theratios for the economies of West Germany
and Japan israther obvious. It accountsfor the fine condition of the capita plant and
infrastructure, for the fine advance of productivity, and for the quaity of industria products.

IntheU.S, giventhemilitary budgetsfor thelagt yearsand their planned continuance, my edimeateis
thet by theyear 1988 thisratio for the United Siateswill be87/100 . That isaconcentraion of capita
resourossfar themilitary solargeastoimpar thecompetencedf U.S induetry, acrassthelboard, toadeyectrat
may render it unrepaireble

Of course, thereisaninterest inwhat thisratio might befor the U.SSR. The Soviet netiond income
dalaarenat incomparddlecategaries | haveventured to mekean esimatie of whet theratiois aganfor the
year 1979, and my esimaeisthat itis66/200. | may bewrong and will we comebeing corrected by any
Soviet colleegueswho produce gpproprigte data

Themeaning of thisrdaionshipisthis nat only for indudtridized countriesbut dso for deveoping
countries, theconoentration of capita-typeresourcesonthemilitary iseconomicaly dameging; it yidds
economic ddeioraionintheindudridized countriesand isamgor brakeon devdopment inthedevd aping
countries In January, 1980, | wasin New Ddhi during aworld conference of the United NationsIndudrid
Devdopment Organization, andin April of thet yeer | rendered areport to the united Nations Center for
Dissmamat. | quate ... ['theconferencg marshdled thetdentsof represaniativesof dl thedeveloping netions
and produced aconsanausrepart whose keysonewas areguest that from 1980 until theend of the century the
indudtridlized netions of theworld should mekeavailableto the devel oping nations $30 to $40 billionayeer
for the purposeof oesdingindudridization.” | noted a thesametimethet in 1979 the devd oping countriesof
theworld hed expended from thar own budgets 320 billion for military purposes: Hencefor ther military
expenditures— which yid ded no goods useful for consumption and no goodsthiat could beused for further



production — these devd oping countries used up aguiantity of capital resourcethat wasamultipleof whet they
hed assessad astheindigpensablerequirement for thair ovn economic development by theend of the century.

In perdld withthese condderaions it isimportant to gopredate thet theissue of dsarmamentisnat
amply anissuefor theindustridized countries for thesupapowers | underscorethat becauseaslong as
twenty yearsago | washearing over and over again, from representaives of deve oping countries thet the
Issueof dsamamant isatopic for thesuperpowers nat for thesmel countries

Themilitary factsof thecasenow indudethefalowing. In1973thetext of theU.S. Army'sprincipel
dodtrind field manud, 1005, Oparations, dated thet onthe Gdlan Heightsone-hdlf of theamored forces bath

Syrianand Igadi, weredesroyed intwowesksof fighting. And the military andystswriting thismanud
noted thet alossrate of thet megnitude hed previoudy been anticipated only intheevent of nudear wegpons
use Thusthelethdity of conventiond wegponshasnow entered arange of lethdlity thet was onceassodated
only with nudear wegpons Asthelehdity of convertiond wegponsovalgoswith thelower range of
lethdlity of nudear weegpons, ane can nolonger --on military-tedhnicd grounds- meketheoncedassic
sgparationbetween conventional and nuclear weapons. It is necessary to address the arms

race asawhole.

There are recognized requirements for economic conversion. The primary
requirement isto understand the difference between military enterprise and others. I'll
enumerate a few of these differences. The military enterprise everywhere operates
under conditions of maximizing cost, offsetting these costs by maximizing subsidies
received from government. This contrasts from the functioning of civilian enterprise
which characteristically is oriented to attempting to minimize costs. So the military
enterprise isindifferent to costs, and to the avilian enterprise cost iscrucia. Inthe
military enterprise unreiability of product confers no great pendty, for unreliability

manifestsitself either under conditions of combat, where you can't take the product



back and ask for awarranty payment, or behind barbed wire either a home or in far-off
places. With civilian goods reliability and unrdiability have controlling effect on the
competitive position of an enterprise. The managements of the military enterprise

know how to deal with governments. It's atype of economic diplomacy.

The managementsof civilian enterprise must know how to deal with parties
in the market. The engineers of military enterprise design with great ornateness
and can be indifferent to cost. The engineers of civilian enterprise must design for
serviceability and reliability.

Themeaning of thesedifferencesisthis aaudd peart of economic converson planning must
indudemgor relraining for themanagera and technicd oocupationsand to alesser extent for apartion
of theblue-cdlar cooupations Further, itisessantid thet such planning bedoneinadvance. Justtoplan
thechangeover of asuingantid military entarpriseto avilianwork requires two yearsof blugprinting, and
thetisdlter thenew product hesbeen deaded. Ladly therearemany reesonsof mait whichindicate
thet converson planningisbest doneonadecentrdized beds

| am plessed to report to you thet aconverson planning law has been proposad inthe Congress

of theunited Sates H.R. 425, it was offered in the House of RepresentativesonMarch 6, 1984, by
Congressman Ted Wess Damocrat of New Y ork [re-introduced asH.R. 229, January 1985]. Thishillisa
thoughtful formulation of thereguirementsfor economic convarson planning.

From dune 14th to the 16th, 1984, asymposum was conductedinMosoow a whichten
Soviegt enginears methematicians, and economistsmet for thefirst timewith American counterparts
todsousstopicsaf conversonfrommilitary to avilianeconomy. That symposumwill be
repested inthe United Siates. But thearmsraceisnat limited to the United Siatesand the Soviet
Union. Thatiswhy thewhdesulject of economic conversion planning should be made an

integrd part of the united Nations agendain addressng disarmamen.



Itisvitd to unlearn asaries of conventiond myths

It issaid that the military economy addstothe GNP. It does. But that Smply meansthet it
addsto the money-vaued products. These particular money-vaued products add nothing to ordinary
consumption or to the cgpatility for further production.

Therecan be, a once, mgor enlargament of themoney-vaued productswith diminishing quantities of
goods and sarvices useful for consumption or further production. Itissaid that military economy yields
jobs. It'strue. Hire people and pay them; that isajob. But the socid consequences of thosejobsare
dramaticdly different from the socid consequences of ordinary work thet yidds use vaue for consumption
or further production. Itissad that military economy yidds mgor technicad advance viasainoff of military
research. Not true |f that werethe case, therewould be no trace of technicd crissinany fidd of U.S.
indudgry. But thefectsaretherefor dl to seer inthe country thet has probably the largest military budget and
thelargest military R & D budget in theworld, thereis abundant evidence of technica deficency ina

greet array of avilianindudries.

Itisheld thet military economy will support growth and produdtivity. Thetisnat trueinindustridized
countries anditisemphaticaly not truein devd oping countries: A seriesof dudiesfor Latin Ameicanand
African countrieshaveexamined the rd aionship betwean economic devd opment and growth, meesred in
diverse ways, and military spending. These studies haveyielded auniform result: thereisa

significant negative correlation between military expenditure and economic devel opment.

It is sometimes said that the economic conversion can be left to be done as it
isneeded. Not true. Aneconomic conversion plan does not spring full-grown like
Athena; several years are required to do the requisite planning. Without that careful

planning large reductions in military budgets spell industrial and economic chaos.



It is said that economic conversion is appropriate only after there has been
political agreement among the various states. | submit to you that the way we order
our lives economically is part of the politics of our lives. The classic designation
"political economy" captures the point. it was the consensus of the June 1984 Mascow
discusson between Sovig and Amearican scholarsthat nat only istheeconomic convarsonissueavitd
onewith respect to disarmament progpects; but dso anissuethat must be addressad inevery country
and that doing sowill add to the cgpehility of the respective govermentsto negatiate palitically.

Theconvareisdsotrue Wherethereislimited or zero capetillity to copewith conversonfrom
military to dvilian economy, thislimitation will trandaeintoamgor palitica brakeonthecgpaility of a
govemnment for negatiaing an agreament for revarsd of theamsrace

Accordingly | suggest thefallowing propostiontoyou: no agendafor reversngtheamsraceis
henceforth completewithout addressing economic converson. | recommend thet economic converson be
tregted from thistimeforward asan indigpensable part of theregular Schedule of topicsfor medtingsof the

United Nationsondisasmamant mattas
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