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ABSTRACT

The end of the Cold War presents a unique opportunity to reinvent American society.
In the wake of the Cold War both the problems faced and the resources available to address
them are different from those associated with past postwar adjustments. Unfortunately, the
adjustment to the end of the war will bring hardship to many. The hardship experienced by
defense dependent firms, communities and individuals could delay or halt the transformation
of American society.

The study presents an introduction to the issue of post-Cold War defense economic
adjustment. It defines a number of techniques for adjustment, presents new domestic
considerations for defining American national security as well as identifying the dangers
presented by regional conflicts and instability. Among the domestic threat are the cradle-to-
grave cycle of poverty, a crumbling national infrastructure, a failure to invest in productive
capacity, a failing educational system, and various threats to the environment. Adjustment
techniques need to both provide for post-Cold War national security and facilitate a smooth
transition of resources once used for fighting the Cold War to other pressing national
concerns with out causing an extended period of hardship to those once dependent on defense
spending.

The study ends with a conceptual plan for adjustment which provides transition
strategies to be used by negatively effected firms, communities and individuals for coping
with the negative results of reduced defense spending resulting from the end of the Cold War.
The plan will also include conversion strategies to be used as America moves toward a new

set of post-Cold War national priorities.
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Chapter One

Foundation

1.1 Overview of Research Topic
This research project will explain the issue of adjustment to the end of the
Cold War and then propose new outlets for the resources once devoted to the Cold
War. It consists of this introductory segment and two explanatory segments
concerning defense spending and national security and the effects of cuts in the
defense budget on defense dependent workers, communities, and abandoned
facilities. The project will conclude with a summary of findings as a conceptual

plan that could provide a framework for future planning efforts.

Post-Cold War Society

We are living in a post-Cold War society. The Soviet threat vanished with
the collapse of the Union of Soviet Socialist Republics (U.S.S.R.) on 8 December
1991. The collapse occurred when the leaders of Russia, Ukraine and Byelorussia
declared that a new Commonwealth of Independent States was open to the states of

the former union. In November 1989 the Berlin wall fell after 28 years as East
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Germany lifted emigration and travel restrictions to the West. Any threat of surprise
European-invasion has also disappeared. A threat to the free world from the
Warsaw Pact is no longer present.

Cold War formally ended with a joint declaration of President of the United
States George Bush and President Boris N. Yeltsin of the newly democratic Russia.
Text of the declaration was issued at Camp David on 1 February 1992. Russia and
the United States are no longer regarding each other as potential adversaries. The
declaration characterized the relationship between Russia and the United States as
one of mutual respect and a common commitment to democracy and economic
freedom. Removal of any remnant of Cold War hostility was asserted as a goal for
both countries.' The end of the Cold War removed what appeared to many
observers to be the last remaining reason for the Department of Defense’s elevated

budget demands. Unfortunately this may have been an overly optimistic conclusion.

National Security

Cuts in the defense budget, although justified now that the Cold War is over,
must not be so severe that national security is compromised. Often economic
adjustment discussions ignore this issue. The research project will address positions
on the national security issue. One position argues that very deep cuts, even a
halving of the total defense budget, will not compromise national security

significantly.” This position depends on the use of innovative changes in security
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policy and changes in procurement techniques and identification of pork-barrel
projects to reduce the defense budget. Another position argues that in the global
uncertainty and regional conflicts of today’s political climate, the United States must
exercise caution in cutting the defense budget.

The argument for deep cuts emphasizes the Cold War arsenal was created at
a tremendous cost in both real and intellectual capital. America is doubtless decades
ahead of any other power in military technology. Conversion here is called for to
cushion the shock to defense dependent workers, firms and communities. Resources
once devoted to the building of the Cold War arsenal may now be converted to long
ignored civilian projects. Such a conversion will help compensate for the past cost
to society for the building of the Cold War arsenal. National security here is
defined in terms of economic and social well-being.

The second argument warns that if cuts in the defense budget are too deep
the United States may become a "super power without a sword" leaving America
unable to carry-out its foreign policy agenda.’ It also warns that the world is
changing very quickly and the military that exists today and even the next generation
may not be sufficient to guarantee security in the decades ahead. Preservation of
defense industrial capacity, as a hedge against unexpected needs, calls for spin-off
and diversification into commercial production but only as a short term measure to

bridge the gap between peaks in military spending.
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Senator of the United States from Connecticut Christopher J. Dodd in
testimony before the House of Representatives’ Committee on Armed Services
hearings on Defense Economic Adjustment and Conversion Program in Newport,
Rhode Island warns,

We must not repeat the experience after World War II, when

we let our defense industrial base collapse and found ourselves

unprepared for the outbreak of the Korean War. We must remain

vigilant and prepared to meet any contingency. We must apply the

same expertise and ingenuity to the transition of the defense economy

as we did to its creation, or we will lose forever these technologies,

this industrial base, and important jobs.*

Senator Dodd’s comments emphasize two points. First, whatever the pace or
severity of defense cuts, a defense industrial base that can supply materials for a
strong national defense must be maintained. Production facilities such as those used
for ship building would take years to retool and reopen should they be needed for a
future buildup. Second,"expertise and ingenuity" are required for an effective
transition of the defense economy to a civilian economy. The second point supports

the assertion of this project that careful planning is required for a successful

adjustment effort.

Development of the Cold War Arsenal
The Cold War arsenal represents a dramatic departure from the mass
produced overwhelming numbers of weapons used through to the end of World War

II. It consisted of a smaller quantity of higher quality weapons with greater
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individual capabilities. Three features of Cold War confrontation are cited as
accounting for the unique nature of the Cold War arsenal.’ First, warfare became
airborne with the use of strategic bombers and various types of missiles to deliver
ordnance. Airborne warfare required the development of sophisticated guidance and
remote sensing capabilities. Equipping the military for these new requirements also
created a higher demand for engineers while reducing the demand for troops.
Second, the Cold War was a war of threats, each generation of new weapons
forcing the opponent to balance the new threat with their own weapon system
innovations. The constant innovation of the Cold War shortened the life span of
each successive generation of weapons technology. Again the scientific and
engineering expertise required for constant innovation created a more capital
intensive production process. More capital was required per unit. Weapons were
more lethal and produced in smaller quantities. The cost of production equipment
for highly advanced technologies required to produce these weapons increased in
each new generation of weapons. As the equipment became more advanced more
highly skilled workers were needed commanding increasingly higher salaries. The
progression of escalating price tags on increasingly lethal weapons can be illustrated
by observing the cost of fighter aircraft since World War II. A World War II P-51
cost roughly $100,000, while a Korean War F-86 cost roughly $1 million, and a
Vietnam War F-4 Phantom cost roughly $5 million. Today’s F-16 costs from $15 to

$20 million per copy.®
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Third, the Cold War arsenal, like other high technology industrial production,
requires clean, flexible — and in the case of leading edge weaponry — secret
environments. Such factors physically separated the location of Cold War military
industrial production facilities from established civilian industrial production areas.
Many areas experienced new and great prosperity. The physical separation of Cold
War military industrial production has created what is now labeled as "The Gun
Belt."” The result of these three factors is a unique type of arsenal. It is airborne,
constantly evolving at an ever increasing cost and its production facilities are

separated from traditional manufacturing sites.

1.2 Purpose of the Study

Conversion as a strategy for adjustment to the end of the Cold War goes
beyond preserving profit for the defense industry, jobs for defense dependent
workers, reusing abandoned military facilities, or easing the hardship for defense
dependent communities. Post-Cold War economic conversion is a process of social
change. [t is more than just a move away from a military economy. Defense
conversion is a tool that will enable the nation to restructure the economy, create a
more just, equitable and sustainable scvociety.8 Conversion after the Cold War is an
issue of empowerment. The worker, the community, and the defense industry have
ability to influence their own futures through alternative use committees and

conversion coalitions. They are not at the mercy of the market or the federal
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government. Yet, defense conversion does go beyond the individual plights of the
displaced worker, abandoned communities or the shrinking defense industry.
Conversion also involves wider issues of decision making, and redirgction of
national priorities.’

The foremost purpose of this research project is to expand the reader’s
understanding of adjustment to the end of the Cold War and then to suggest
conversion strategy as a means of paradigmatic-shift. The way in which excess
resources are redeployed will suggest the national priority that has replaced the
fighting of the Cold War. New priorities could include environmental protection,
national economic recovery, or a new war on poverty, illiteracy, drugs, or crime.
The direction that defense conversion takes will indicate the new post-Cold War
national priority. The conversion process then becomes the process by which the
shift from the Cold War military paradigm becomes the new post-Cold War
paradigm.

The project will suggest an overriding goal for post-Cold War adjustment
policy should be to preserve national security in this time of many scattered
regional conflicts while redirecting newly liberated resources toward pressing
societal needs. Conversion after the Cold War is an opportunity to reexamine the
essential course of our society. Joel Yudken notes that neo-schumpeterians such as
Richard Nelson, Sidney Winter, Christopher Freeman, Giovani Dosi, and Nathan

Rosenberg would see conversion as the switch from a military technological
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paradigm to a civilian technological paradigm.'” Michael G. Renner also states that
economic conversion is most immediately concerned with the shift from military to
civilian economy but he goes on to observe that it should also be concerned with the

type of economy that emerges. "'

Cliches

The issue of adjustment after the Cold War literally embodies many cliches.
Defense conversion planning is in fact the creation of "a plan for world peace."
This phrase is often used jokingly and is meant to imply that an issue is too
complicated, too huge, or pursued by those whose ideals are too lofty to ever come
to fruition. Yes, a smooth conversion from the Cold War economy is a lofty ideal,
but it can come to fruition. It is complicated but it can be broken down to
manageable segments. An issue that can be readily understood is often referred to
as "not taking a rocket scientist to understand” but many of conversion’s issues do
require rocket scientists to understand.

Many questions need to be answered to accomplish the adjustment to the end
of the Cold War. Questions include: How did the dependence on military economy
develop? Conversion to what? What products, technologies, and organizational
structures should replace the war system? Whose jobs will be converted? Who will

control the pace and direction of the adjustment?'> The project will seek to suggest
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possible answers. Answers to these many questions will not be the same as they
were during adjustment to past wars.

An awesome arsenal characterized the Cold War. So awesome was the
arsenal that it made its own use in a hot war impossible. Alas, our adversary is
vanquished, a victim of social, economic and political collapse at least partially
induced by the building of their own Cold War arsenal. Our arsenal remains intact
but its creation did not destroy our Country’s stability. Adjustment to the end of the
Cold War must be as different as the Cold War was different from other wars.

(1) The first objective of the study is to create a foundation for the discussion
of post-Cold War economic conversion. (2) The next objective is to address the
obstacles that must be overcome to effectively use resources no longer employed by
the military economy. (3) Another objective will then be to reveal some
consequences of the necessary economic adjustment to a post-Cold War economy.
The study will also explain how the consequences will be intensified if this
conversion effort is attempted at the wrong pace or without a very meticulous
planning effort at every stage of the process. Also, the project will identify the
different actors with a stake in this issue. Awareness of the other actors concerns
with this issue could go a long way to finding a solution.

(4) Finally the study will present a coherent and easy to follow overview of
the issue of economic conversion after the Cold War. This overview will act as a

basis for a conceptual plan. The plan will include alternative conversion strategies

9
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and new policy directions for the Nation and other defense dependent entities to
follow. Possible solution will link the individual segments of downsizing defense
industries, reemploying displaced workers, reusing abandoned military facilities, and
economic adjustment for defense dependent communities to a hew national
economic policy. It could then provide a framework for future specific planning

efforts.

1.3 Methodology
Data used in completing this study was predominantly collected from current
literature. Key informant interviews were also conducted with government officials and
others concerned with this issue. Base conversion, peace organization meetings, and

public lectures were also attended.

1.4 Definition of Terms
Many terms are used when discussing post-Cold War economic adjustment.
These terms are often used interchangeably. Yet, each of these terms represents a
different strategy for adjustment to the end of Cold War. The terms include such
expressions as adjustment, diversification, spinoff, peace dividend, alternative use,
dual-use, conversion and peace economy. The term adjustment will be used as the
umbrella term in this research project. Peace dividend will refer to resources, no

longer needed to wage war, which have become available for peaceful purposes. A

10
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1113

term "reverse conversion'” is also used to refer to the shift from civilian to
military production that occurred in the 1980s.

Diversification strategies involve divesting the defense firm of some of its military
divisions or acquiring or merging with additional civilian oriented businesses. It is
usually a reaction to contract reductions that have already occurred. Diversification
is a reactionary strategy and consequently requires little advanced planning. The
purpose of this strategy is to lessen the effect of lost defense contracts. Defense
firms may also diversify within the defense industry to protect themselves from
variations in the procurement of individual weapon systems.

Spinoff and diversification both assume that cuts in defense expenditure will
be both short term and mild. Diversification does not involve alternative use of
products or production techniques nor does it find alternative uses for the work
force. It often leaves segments the existing work force inactive and is closely
associated with layoffs of defense workers. Engineers and scientists are often
preserved to prove to the Pentagon that the firm can compete when spending is
resumed at the previous higher levels.'"* When associated with defense dependent
communities, diversification refers to the attracting of civilian industries to broaden
the production base of the community. Betty G. Lall and John Tepper Marlin
provide a simple definition of diversification, "expansion of non-military

production.""’

11
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A spinoff strategy refers to the technologies originally developed for military
applications that will now be applied to civilian uses. Spinoff strategy is used to
ride out short term cuts in defense spending without significant changes to the firm’s
production techniques or work force. The same basic military product is sold to
civilian customers. Unlike strict diversification strategies it does involve some
alternative use. The purpose is to supplement defense-related contracts and not to
replace them. It emphasizes internal development and works best with production
technologies rather than specific products.

Closely associated with spinoff strategies is Dual-use doctrine, which gives
precedence to technologies that serve both national security and commercial
competitiveness. Champions of dual-use identify critical technologies, which
include semiconductor manufacturing, high-performance computing, advanced
materials, high-definition display, robotics, optoelectronics, biotechnology and
advanced machine tools."® Critical technologies are those processes best suited to
spinoff strategies.

Humanity’s first concept of conversion linked with peace came from the
great prophet Isaiah who lived in Jerusalem in the latter half of the eighth century
B.C.. He writes about the message God gave him about Judah and Jerusalem,

He will settle disputes among great nations. They will hammer their swords

into plows and their spears into pruning knives. Nations will never again go

to war, never prepare for battle again.

[saiah
2:4
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This is truly a conversion strategy. The weapons themselves will be turned into
productive tools for the good of civilian society. Senator George McGovern first
introduces the term "economic conversion" to the American people during his 1972
presidential campaign.'” Conversion strategy seeks to increase capacity for civilian
production at the cost of military capacity though it uses existing facilities and work
force to the greatest extent possible. Michael Renner defines conversion as "the transfer
of resources and the reorientation of productive capacities from military use to civilian
purposes."'® It addresses substantial and extended reductions in defense spending.
Unlike diversification or to a lesser degree spinoff, conversion requires extensive
planning long before the reductions ever occur to be immediately effective after they
occur.

Betty G. Lall and John Tepper Marlin provide a narrower definition of
conversion. In this narrow sense conversion means "mandated, employee-driven
retooling of a defense plant for civilian reuse."' In this narrow sense conversion
becomes a labor and infrastructural rebuilding issue. Broadly defined conversion is "the
process of moving from a military to a civilian mode of production and other
activities."?

Seymour Melman and Lloyd J. Dumas define conversion as "political, economic
and technical measures for assuring the orderly transformation of labor, machinery and
other economic resources now being used for military purposes to alternative civilian

i

uses."””' Melman and Dumas further delineate the productive capacities that must be

13
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converted for successful conversion. Most importantly labor is identified for
conversion. Dumas writing separately from Melman? identifies two factors that
decide how smoothly resources can be transferred between any pair of activities. First,
is the volume of resources to be transferred. Second, is the degree of similarity
between the activities. The first factor, when applied to economic conversion, is
determined by the focus of the problem. A nationwide focus would make conversion
more difficult than a focus on a single plant. The second factor applies at all levels and
suggests that similarity of military activities to civilian activities are proportional to the
ease of their conversion.

John Tepper Marlin, writing separately from Lall, defines conversion as "the
broad shift of resources from military to civilian production.” He goes on to identify
two main components of conversion. The first is "helping defense workers and defense
dependent communities adjust,” the second, "redirecting freed-up resources to meet
pressing needs." Finally he comments that "the more overlap there is between these
activities the better."”

Martha W. Gilliland, Patricia MacCorquodale and Jeffrey P. Kash of the
University of Arizona define conversion as "the shift of significant monetary and human
resources from military to civilian applications of technology" and "hinges on
engineering expertise."** Their definition focuses on the engineer as the link between
technology’'s capabilities and society’s needs. They also see "conversion in its largest

sense, has the potential to create a different integration of civilian and military
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production." The idea of conversion as an integration of military and civilian
production provides for spinoff and dual use technologies as part of the conversion
process. It eliminates the need to separate military from civilian production.

Joel Yudken defines conversion as "the optimum reallocation of public and
private economic assets, from the military to civilian industrial sectors, that enhances
national economic performance, environmental sustainability and social well-being."
He then adds, "that a crucial criterion is that this be accomplished with minimal
dislocation of workers and communities."”* Yudken’s definition extends conversion
to a component of a complete change in national economic policy including
environmental sustainability and social well-being. His is the widest of definitions,
raising successful conversion effort to a realization of social change.

The most detailed and process oriented definition of conversion comes from the
National Commission for Economic Conversion and Disarmament,

Economic Conversion is the political, economic and technical process for
assuring an orderly transformation of labor, machinery and other economic
resources now being used for military-oriented purposes to alternative civilian

- uses. Economically, conversion requires planning for new markets, products and
research and development for industrial facilities, laboratories, training
institutions, military bases and other military contractors. Politically, conversion
is a means for building constituencies for peace in America by providing
economic options for those who derive their income and profits from military
production. The formal institution of a conversion plan for military facilities
requires a preplanning period in which managers and workers develop an
inventory of workers’ skills, capacities of factories and machines, and match
them with the new requirements created by civilian products and markets.

They go on to explain why economic conversion is necessary "to counter fears that

peace means depression, and to help repair decay in U.S. industry and
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infrastructure."” They provide both an excellent definition and a clear statement of the
necessity for economic conversion. The statement of need could be made more
complete by the addition of social decay to the ills that economic conversion could help
cure.

There are a variety of strategies for adjustment to the end of the Cold War.
They all involve some level of transformation from military production to civilian
production. The crucial element is that the same workers and the same production
facilities that were engaged in military production are somehow reemployed. Mere
redirection of funds to civilian production without guarantees of job security will cause
hardship and decay for those dependent on the military. Those dependent on the
defense spending will have no choice but to resist conversion efforts. Conversion will
become unworkable without the support or worse the opposition of such influential

groups as labor unions, defense contractors, and local governments.

1.5 Distinction from Past Postwar Conversions
Being in need of a postwar conversion is not a novel predicament for the United
States. The United States has experienced four postwar periods in the last fifty years.
They occurred after World War II, the Korean War, the Vietnam conflict, and finally
after the Cold War and the Reagan buildup. Conversion in the present postwar period

is distinct from past conversion efforts. Of these four postwar periods the one
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tfollowing World War II is most often cited as successful. Unfortunately the lessons
learned after World War 1l cannot be directly applied to the post-Cold War conversion.
Three main differences, distinguish Cold War conversion from the response to
the post war period following World War II. The differences are duration of the war
effort, similarity of civilian and military products, and economic environment following
the war. First, is the length of the War and more importantly the length of the military
buildup for war. World War II lasted seven years starting in 1939 and lasting into 1945
— the United States was involved only five of those years starting on 8 December 1941
— while the Cold War lasted fifty years. Joel Yudken refers to the period following
World War 1II as a "reconversion, which entailed primarily civilian firms switching back
to their original modes of activity."*’ Workers and firms involved in the buildup for
World War II were simply reconverting to their former role of civilian production.
Dumas also observes,
As the US involvement in World War II expanded, firms normally involved in
civilian production began to switch to producing military equipment instead. All
of the employees at such firms, from production and maintenance workers to
engineers and managers, were accustomed to serving civilian commercial
markets. That is what they had spent most of their working lives doing . . .
They 'reconverted’. For them, military production was a temporary aberration
from the norm of civilian commercial marketplace.”®
The response to the end of World War II was a switch back to a familiar form of
production for workers in facilities laid out for civilian production. In contrast, many

firms and workers involved in supplying armaments during the fifty years of Cold War

have never experienced civilian production or marketing.”” The conversion advocate
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and planner must help the defense dependent workers, communities, and firms. involved
in military production for generations, learn to function in a civilian economy for the
first time in their experience.

Second, is the similarity of military and civilian production during the World
War [I period. In fact there was no sharp demarcation of civilian-oriented and military
production.’® Civilian industry converted directly from the production of goods for the
civilian market such as automobile and shoes to the necessary means of war such as
boots, tanks, and bombers. As the war ended the very same industries reconverted to
shoes and automobiles. The bombers became the vehicles of civilian airlines.
Expectations of such uncomplicated conversions are no longer realistic due to the
complexity and advanced technical nature of the Cold War arsenal. Conversion is
possible in the wake of the Cold War but it will require careful planning.

Third, is the difference in the world economy after World War II. After World
War [I the United States had a huge pent-up market for consumer goods backed by
huge accumulated savings.’' The situation created by a combination of nationwide
rationing and both diverting production away from civilian needs and increasing
production to meet the needs of War. The production for civilian use of automobiles,
aircraft, houses, and even whiskey was completely halted. Production of virtually every
other consumer good was curtailed by a shortage of labor and critical materials
allotment. Increased Demand resulted from scarcity of consumer goods and the

increased savings resulted from the wages of full employment with little to purchase.
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Beyond the domestic cut in civilian production the other industrial powers were
devastated by the War with many of their factories reduced to rubble. Worldwide
devastation left only the United States to meet the demands of a world rebuilding itself
as the war ended. Markets in Japan and Western Europe were open to American
exports. Both markets were in desperate need of both consumer goods and capital
equipment.

A robust American job market existed after World War II. The GI Bill was the
main adjustment program for returning veterans. Guaranteed low-interest mortgages
for the purchase of home, business or farm, one year of unemployment benefits, and
financial support for four years of education or training were extended to veterans by
the GI bill. Low interest loans added to demand for new housing and the variety of
durable goods needed to fill them, Unemployment benefits gave veterans a year to find
a good job and financial support for education and training took many out of the post-
war job market while they pursued their education. Many people withdrew from the
work force as the war ended. Approximately three million older workers who normally
would have retired if not for the war and younger workers who postponed their
educations due to the war dropped out of the work force. Between 1944 and 1947,
some 2.7 million women also left the work force.”

The present post-Cold War conversion effort is set apart from earlier efforts by
the fact that no actual war occurred. In the wake of the Cold War the worlds industrial

production capacity remains intact consequently American defense industries no longer
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needed to produce military products are thrust into a civilian market where strong
competition exists. Pent-up demand and savings that existed after World War 11 are not
present after the end of the Cold War. Unfortunately for those involved in "fighting"
the Cold War they are set adrift in a world where the countries that did not divert
resources to fight the Cold War filled their own needs and the needs of our country left
unfulfilled by our own industries. American industries that could have designed.
produced and marketed consumer electronics were instead diverted to producing
advanced electronics for the Cold War. Instead the Japanese and other foreign
competitors filled this market. Firms no longer needed for Cold War advanced
electronics production will find it difficult to break into this market years after their
foreign competitors.

The market will not solve the adjustment problem unaided by a well planned and
executed conversion strategy. Advanced planning for the end of World War II occurred
on both the governmental and enterprise level simply because the war was expected to
end eventually. The need for planning was clear as the war was seen as a temporary
situation. The Cold War was perceived as being of indefinite duration. Few could have
predicted the sudden end of the Cold War. With no end to the Cold War in sight there
was no corresponding incentive to plan for its end. When the end came immediately
apparent was the lack of reaction from the American Public. There were no ticker tape
parades or dancing in the streets, nor a negative reaction to the war’s atrocities — few

if any were widely perceived.
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Post-Cold War National Security

2.1 Converting Foreign Policy

The threat of communism from the Soviet Union no longer supplies the
ideological glue for American security policy. As a first step to conversion in the
wake of the Cold War, America needs to conduct a reexamination of its role in
world politics. America must alter its basic security policy strategy to avoid a
mismatch between strategic goals and available resources. A reduction of resources
devoted to security policy reflected in a curtailed defense budget will require a
reining in of Cold War strategic goals in the form of more restrained security policy
objectives. Robin Ranger, former Jennings Randolph fellow at the U.S. Institute of
Peace, observes that "The defense strategies and forces that won the war must be
adapted to the new international security system created by victory, as well as to
reduced budgets."*

Lasting and effective cuts in the defense budget that will simultaneously

continue to bolster national security are required to make economic conversion from
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the defense economy to a peace economy after the Cold War possible. A lack of
defense budget cuts or ineffective cuts will diminish or destroy any sustained
conversion effort. Should the Military Industrial Complex be unable to maintain
national security with reduced defense spending the initial military budget cuts
following the end of the Cold War will be reduced or eliminated. Conversion will
be meager or become impossible due to the abatement or elimination of excess
material or intellectual resources should the defense budget return to Cold War
levels. Excess resources liberated by cuts in the defense budgets are the essential
ingredient for conversion. Without excess resources conversion is simply made
impossible. America’s foreign policy goals must be reevaluated in the post-Cold
War era of defense budget cuts to avoid a means-ends gap that will result in such a

breech of national security.

Peace Dividend

Before American security policy can be examined such crucial concepts as the
meaning of national security threats and peace dividends must be established.
Framed within these concepts are varying notions of national security and peace
economy. Excess resources liberated by the arrival of peace are commonly labeled
as the peace dividend. A peace dividend must exist within an economy that was

previously based on warfare but has now ceased to fight the war. If the United
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States has truly stopped fighting the Cold War, conversion advocates should be able
to find a peace dividend among those resources no longer required for fighting it.

The peace dividend can be seen in narrow financial terms as the material
resources no longer needed to prepare for or engage in a war due to an absence of
hostilities and a period of public security. Given the enormity of the Cold War
military budget and employment, it is not surprising that there are great hopes for a
substantial post-Cold War peace dividend.

It is the likely that both the form and destination of the post-Cold War peace
dividend will be surprising to many. It is commonly felt that spending a dollar less

n34

on defense will free up a dollar for "social programs. Although, social
programs are one option for dollars saved by reduced defense spending, social
programs will have competition from other policy options including deficit reduction
and tax reductions. The number of dollars actually available for any peace dividend
policy option is also in question due to the efforts of the Pentagon and a variety
lobbyists to preserve the military budget. Nancy Ettlinger writes about the true
nature of the peace dividend,
Irrespective of what we may want to happen, what unquestionably remains
after the Cold War is not dollars to be spent on wanting programs, but talent
and expertise — a human resource base — that has been secluded from
civilian life and commercial enterprise. This is the real peace dividend,
potentially. *°

Jeff Faux president of the Economic Policy Institute states the unlikelihood that any

funds will be spent on social programs even more emphatically,
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Even if the Congress forced the Pentagon to absorb all the cuts needed
to meet the agreed-on ceilings in 1994 and 1995, the result would not provide
an additional nickel for long-neglected domestic investments.’

He credits the budget deficit for negating any possible shift of dollars (or nickels)
from military budgets to domestic investments.

A more broadly conceived peace dividend offers great possibilities for
changing the texture of American society. The change of texture will result from
reducing inequalities, shifting national objectives, changing the moral tone — as well
as redirecting the flows of governmental spending.”’

The size of the dividend depends on the amount of resources actually
liberated by changes in Americas security policy and on the potential uses for the
dividend. Politically popular alternative uses for such liberated resources will
increase the amount of peace dividends eventually made available.’® In many ways
economic conversion is the creation of a peace dividend. Without economic
conversion strategies liberated resources would linger uselessly no longer needed for
warfare but unused in the civilian economy much like the newly unemployed
defense worker, or unneeded subcontractor, who now cannot find a place in the
civilian economy. Alternative use planning can provide concrete methods for
developing such politically popular uses as infrastructural revamping and social
development.

Economic conversion planning must also alleviate to the greatest extent

possible such politically unpopular consequences of a drop in military spending as
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unemployment and dislocation of defense dependent workers. Lisa R. Peattie sites
the Cambridge Peace Commission’s report on diversification planning has as its
main goal: "through long range planning, to forestall business failures and job losses
that would result from sudden reductions in military contracts flowing to Cambridge

businesses."*

Here a peace organization is alleviating through long range planning
such unpopular consequences of a military spending drop as business closing and
job loss.

Such main goals would normally seem strange for a peace commission but, it
became a main goal undoubtedly to maintain political support for the peace
movement within the Cambridge area. Those in jeopardy of losing their livelihood
will be hostile to a peace commission pursuing peace at the cost of their jobs or
businesses.

Also, reuse of abandoned military bases have been especially successful in
limiting negative effects and eventually becoming a greater asset to the community
than the former base had been. Industrial and office parks are now located at more
than 75 former bases nationally.” Communities will be more willing to give up

their now unnecessary bases when informed of the success of base reuse over the

last thirty years.
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2.2 Threats to National Security
The defense industry plays a role in national security as one interest group
included in the Military Industrial Complex. Others of these interest groups include
the military services, high government officials, various members of Congress, labor
unions, scientists and scholars. Prolonged international conflict of the Cold War
since 1945 has produced high levels of military expenditures that have created
powerful domestic interest groups who require a Cold War ideology to guard their

' Care

power and prestige within the state’s political and economic structure.
should be taken when identifying national security threats not to identify a threat
simply to advance personal ideologies. This must apply to both those who will
benefit from continued military spending at or near Cold War levels and those who
would like to engage in a national conversion to a peace economy.

With the collapse of the Soviet Union there is no military power that could
successfully conduct a ground offensive against the United States. Also, no other
military power can project its conventional forces through out the globe as adeptly
as the United States. In sum, no other nation could hope to match our military
capabilities for at least a decade.”” Yet, the United States spending is more on its
military than the next ten nations combined. Also, our military expenditure is four

times larger than the next largest military budget. It is also worth noting that these

nations are our friends or want to be our friends.*
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Lingering Threats

Perhaps peace will reign and there will be no more need for military
spending at Cold War levels or perhaps chronic regional and ethnic conflicts will
lead to limited yet widely dispersed nuclear exchanges or limited use of conventional
weapons as in the Gulf War. There are still many threats on the domestic front
should peace reign supreme. Conversion can play a role in addressing these various
threats to national security. Threats to national security will be split into two
categories. The first are the "classic threats," those traditionally recognized as
dangers to America. Next, are the "unconventional threats" those dangers recently
identified as the realization of widespread domestic decay and its consequences
settles into the consciousness of America. It is this new awareness that adds further

impetus to the urgent need for economic conversion.

Classic Threats

Classic threats are defined here as those threats to national security that come
from outside the country and pose a danger of physical invasion of the country or of
its allies. The hazard may also be to an area the nation considers as strategically
important such as Middle Eastern oil fields. Also within this category of dangers
are regional conflicts that threaten to reestablish the use of nuclear weapons.

David M. Abshire sees two primary threats to national security in the post-

Cold War world. The Western Allies will not be able to manage a safe transition in
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Eastern Europe and the former Soviet Union. Atlantic and Pacific democratic allies
will develop conflicts among themselves. **

He also goes on to suggest six contingent situations that he sees as challenges
to United States security. The first two comprise the first primary threat to national
security identified above. First is the challenge of a smooth transition of the once
communist countries of Eastern Europe to democracy and capitalism. Next comes
what he calls "the West's primary security concern” that is the challenge of disorder
in the former Soviet Union. It includes both deterrence of nuclear weapons use and
containment of nuclear weapons proliferation. Proliferation will also include the
dispersion of Soviet scientists to countries seeking nuclear weapons-based power.
The other contingencies include a war in the Middle East, renewed conflict in Korea,
a conflict in the Taiwan straits involving The People’s Republic of China, and
finally a nuclear exchange between India and Pakistan.”” All these contingencies
for regional conflict have a potential for some level of nuclear exchange now or
within the next ten years.

A single nuclear exchange would break a forty-eight-year taboo on their use
and send a dangerous message to other entities involved in regional conflicts. The
message would be especially clear if the use did not meet with an immediate and
decisive response from the United States. Worst of all, beyond the obvious human
and social cataclysm of any nuclear warfare, it could occur in countries barely able

to provide for all its citizens in peacetime.
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Alan Tonelson reminds us however that as terrible as the consequences of
regional conflicts may be, without the Soviet Union, "few international conflicts will
directly threaten the nation’s territorial integrity, political independence or material

welfare. "

There is also reason to question the likelihood that these regional
conflicts will escalate to the point of warfare. South Korea, for instance, has twice
the population and ten times the economy of North Korea and is most likely capable
of dealing with their neighbor’s potential aggression.*” Whereas North Korea does
presently have twice the standing army of South Korea even including United
States’ troops but United States’ F-16s are more than a match for the North’s ageing
Migs. The United States presences in this area could even trigger a conflict that
would have otherwise not occurred. In the wake of Desert Storm many other
countries contemplating regional conflict may be hesitant to act for fear of
America’s swift intervention. The obvious question is: Should America spend
billions preparing for regional conflicts that will not directly threaten the country?
Military spending in preparation for potential regional conflicts is a particularly
dubious allocation of funds when many domestic problems are glaringly obvious;
domestic problems that a conversion strategy focused on infrastructural and social
restructuring will address.

Many questions are left to be answered by United States policy makers, in

the face of regional conflicts. Can the United States deter regional conflicts such as

these and still have excess resources to engage in economic conversion? Should the
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United States take the responsibility for these regions? Can it afford not to
intervene? How much aid should the former Soviet Unions receive from the United

States?

Unconventional Threats

Many have identified different threats to national security than those that can
be met by investing in an adequate military defense. Robert L. Borosage identifies
post Cold War national security threats this way, "Now, as the fog of the Cold War
lifts, the real security concerns of this country come into view — our economy, Our

environment, our education system."*®

He sees America’s real national security
threats as coming from within. He is not alone. Mark Levinson writes,
But perhaps our security is no longer to be measured by the size of
the military budget. It may be that our country greatest weakness lies in the
public realm — the shocking economic inequality, urban centers that
resemble underdeveloped countries, rotting roads and bridges, second-rate
education and training, shameful neglect of the young.*
Again Levinson identifies quite graphically that the real threats to America’s security
are now coming from domestic social and infrastructural decay.

Our failing educational system has left Americans behind the rest of the
world in literacy. Nearly one in five American workers is functionally illiterate.
Between 1985 and 1992, one quarter of all students in high school failed to

graduate. Every year two million Americans leave school without learning to read

or write.*® A poorly educated work force will be less able to participate in key

30



Chapter Two: Post-Cold War National Security

cutting-edge industries and will lend to the further decline of our global
competitiveness.

Our children not only suffer from poor education but also from poverty.
Almost a fourth of all American children under the age of six live beneath the
official poverty line. This figure increases to about half for black children. The
number of Americans that fell below the poverty level stood at 31.5 million in
1992.%! Poverty and failing education are further complicated by the highest rate of
crime in the world. A black male child today is more likely to go to jail than to
college.”

America has certainly defended itself flawlessly from external threats. Other
countries around the world are under siege from their neighbors or are torn apart by
civil war. We have been spared these situations for over a century. The end of the
Cold War gives America the opportunity to switch our focus from external threats to
internal threats to our national security. Hopefully in the wake of the Cold War we
will be as successful responding to domestic threats as we were answering external
threats. This time the war on poverty, crime, drugs and illiteracy will take place
without a Cold War to fight simultaneously. We must be careful not to be overrun
by domestic decay while we seek to protect ourselves and our interests from foreign
threats.

The Honorable Nicholas Mavroules Representative from Massachusetts,

Chairman, Investigation Subcommittee of the Committee on Armed Services in his
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opening statement before hearings held on Defense Economic Adjustment and
Conversion Program held on 16 December 1991 in Newport Rhode Island stated.
As we move into the New World order, economic dangers, caused by
persistent and massive budget deficits; a national debt of $4 trillion; with
yearly interest payments on that debt approaching $200 billion; and chronic
trade imbalances, are replacing the military threats in our national security.
The high levels of defense spending justified in the heyday of the Cold War
simply cannot be supported.”
Mavroules points to economic dangers as the new threats to national security in the
post-Cold War era. The threats he identified have been blamed at least partially on
the creation of the Cold War arsenal. Melman and Dumas clearly attribute the
enormous increase in the national debt between 1980 and 1989 to a combination of
the Reagan Administration’s tax cuts and a military spending binge. They point out
that military budgets doubled during this period and that this additional spending
lead to a near tripling of annual net interest on the debt from $53 billion to $152
billion.**
Many problems now identified as the new security threats to the United
States after the end of the Cold War have also been identified as results of the
creation of the Cold War arsenal itself. Those critics of the Pentagon whom most
often point out military spending as a major drain on the civilian economy are

known as the "depletionists." They believe that military spending has diverted vital

capital, technical and human resources away from productive uses.
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Dumas explains that resources employed for military buildup do not
contribute to the societal standard of living. He sees the economy as the part of
society whose central function is to provide material well-being.”®> By this
definition only those activities that generate material standard of living have
economic value. Production of consumer goods and services contribute directly to
the material living standard. Producer goods and associated services also contribute
but less directly as tools that add to future production capabilities of consumer
goods. Mixed goods — consumer and producer goods combined — such as
education and health care augment both present and future standard of living.”
Production of consumer goods, producer goods and mixed production are
contributive uses. Military production neither contributes to the supply of consumer
of producer goods thus it is diverting needed resources away from the civilian
economy and is a non-contributive use.

Military production may seem to be contributive because resources left idle
which are then employed in military production will produce lower unemployment
and a greater distribution of income. Nearly every other form of public expenditure
creates more jobs, dollar for dollar, than military expenditure.”’ Renner Quotes
U.S. Bureau of Labor Statistics data that shows that for every dollar invested in
education and health care 85 cents go to job creation while only 35 cents of every
dollar invested in military contracts goes to job creation. He goes on to further

illustrate this point by comparing the approximate number of jobs created by a $1
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billion (1989 dollars) investment. Spent on guided missile production 12,100 jobs,
on military aircraft production, it creates 18,800 jobs. Spending the same amount on
air, water, and solid waste pollution control equipment would yield 22,200 jobs; on
local transit, 28,900 jobs; on educational services 84,700.%®

Military production also produces spinoff technologies like Teflon. The
heavy emphasis on research and development in military production creates a
national "brain drain" that retards civilian production. Spin-off products and
technologies cannot compensate for this retardation. Long lead times of military
products, and their secrecy, combined with the narrow specialization of defense
products sharply limits spin-offs.”” Most military research and development is than
a diversion from the civilian economy. The civilian economy is deprived of such
critical resources as engineers, scientists and capital as they are diverted to military
production. Approximately 30% of the nation’s engineers and scientists have been
engaged in military research and development for the last three decades.®

Resources are being wasted on military production because they are not
contributing to the material well being of society. The resources being wasted could
be used instead on national infrastructure, education or various social programs.
They are the same needs now identified as national security threats.

America’s trade imbalance can also be partially attributed to the creation of
the military economy. Defense dependent workers received income, producing

demand, but produced items that cannot be purchased by the civilian public such as
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fighter jets or nuclear weapons. Resources diverted from the production of such
consumer goods as automobiles, 35 millimeter cameras or consumer electronics left
a void thus limiting supply. In a closed economic system inflation would result but
international trade instead limited inflation and imported goods filled the void left by
lack of domestic production. It is important to note that the Japan partially filled the
consumer product demand and Germany the producer goods gap — both countries
forbidden to participate in significant military buildup since the end of World War
II.

The Reagan Administration buildup slashed investments in children,
education and training, infrastructure, and in civilian research and development while
simultaneously cutting taxes on the rich and doubling the military budget in
peacetime. Robert L. Borosage, lists some results of the buildup,

Children weren’t given a healthy start. Schools were inadequate. Untrained

workers were condemned to bad jobs at bad wages. Laid-off defense

workers were abandoned with no place to go. A crumbling infrastructure
made our lives harder and our economy less competitive. ®'
However, Nathan H. Mager provides an opposing view. He writes,

During the Reagan administration, approximately a trillion dollars was

allocated for defense over a four-year period, adding almost 6 percent to the

gross national product, providing a direct major spending stimulant with a

high multiplier effect, especially because of new technologies involved.

These appropriations induced additional capital spending for production of

high-technology weapons. They created a demand for a large variety of

supplier goods, revived industries suffering from maturation, added life to
communities becoming ghost towns, and provided for the blue-collar workers
who otherwise would have been cyclically and technologically obsolescent.

In spite of the hue and cry about mounting public debt, the defense spending
of the 1980s was a major factor in the turnaround growth of the economy in
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the United States in 1982, 1983, and 1984. By osmosis, this cycle of high
federal deficits, high interest rates, high value of the dollar (attracted by this
profit opportunity), and high imports salvaged the economies of most of the
Western World, both by stimulating exports abroad and by restraining U.S.
competition. It also restrained inflationary pressures in the United States.®
Economic collapse of most of the Western World could certainly be considered a
threat to security. Mager sees the Reagan Administration military buildup as
salvaging the ailing economies most of the Western World although partially by

restraining U.S. competition. The buildup itself preserved national security in

economic terms while also producing overwhelming military might.

Bottom up Review

Defense Secretary Les Aspin and the Pentagon have been conducting what
was dubbed a "Bottom Up Review." It is a reevaluation of the dangers this country
faces and the forces and actions needed to deal with those dangers. Its purpose was
to define the strategy, force structure, modernization programs, industrial base, and
infrastructure needed to meet new dangers and seize new opportunities of the post-
Cold War world. The Bottom Up Review identifies ten "new dangers" that have
emerged in the post-Cold War era:

.. collapse of order and reform in the former Soviet Union; threats to
democratic and civil order in the developing world; a weak domestic
economy; a lack of international competitiveness: a lack of environmental
security; proliferation of weapons of mass destruction from Moscow’s central
control to the newly independent states or to terrorist abroad; proliferation of

such weapons to other countries (like North Korea, Iran, and Iraq); state-
sponsored terrorism; ethnic, religious, and internal conflict, as in the former
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Yugoslavia; and large-scale aggression or intimidation. like Iraq’s invasion of
Kuwait.*

The Bottom-Up review identifies domestic decline, classic threats, and
environmental security in the most comprehensive assessment of post-Cold War
security risks. Yet, the Pentagon proposed to spend less than 1 percent of its $263
billion budget request on destruction of nuclear weapons in the former Soviet Union,
to fund peacekeeping operations, to support economic conversion, and to counter

proliferation.*

Ideal State of National Security

In the light of these various threats to national security an ideal state of
national security would be one that possesses domestic conditions of social,
economic, political and ecological harmony. Ideal national security would include a
foreign policy agenda that is neither based on, nor results in lasting conflicts
between nations along ethnic, gender, or class lines. National security also
ultimately depends on not promoting conflicts between humans and their global
environment® (i.e. lowering environmental standards to promote
reindustrialization). Such an ideal state of national security can serve as a final goal
for conversion to a peace economy. A new national security policy will be needed
to move the United States toward this ideal security state. It will not be easy to
achieve and will not happen quickly. Real lasting changes of any kind seldom are

quick or easy.
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2.3 United States Security Policy

Layne and Schwartz provide a concise interpretation of America’s Cold War
security policy. They have labeled it as a "double containment” policy. By
integrating both Japan and Germany into a United States dominated anti-Soviet
coalition involved in security and economic arrangements, the United States could
both contain its former World War Il enemies Japan and Germany and its Cold War
enemy the Soviet Union. Double containment allowed the United States to reassure
Japan’s and Germany’s neighbors in East Asia and Western Europe that there would
be peace in their regions. The United States assumed responsibility for maintaining
peace in these areas. Pacification of these areas was seen as key to creating and
sustaining an open global economic system vital to American prosperity.® Not
surprisingly, the current security policy is also commonly referred to as the
"preponderance policy." Two questions arise for those planning for economic
conversion. Seymour Melman puts it simply,

If there has been a single defining feature of the United States policy during

the Cold War, it has been the relentless effort to hold a position of military

and economic dominance in the world . . . Being superior in both guns and

butter has been part of the American self-image.®’
Can America afford to maintain this policy of dominating world economies, while
reducing defense budgets and attempting to convert to a post-Cold War economy?
Can we still hope to have both guns and butter and have more of both than any

other country in the world? The answer is "Yes" but our advantage will be quite a

bit slimmer than in the past.
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Abshire illustrates this security policy with his statements on the keys to
shaping the new security environment after the Cold War. He adds, "and we do
want to shape it!" The first key is cooperation and cohesion among the leaders of
the three democratic blocs — the European Community, the United States, and
Japan. He believes that in the absence of orchestration of the democratic blocs the
world will return to the pre-World War I environment of fierce economic
competition and destabilizing military relationships. ®*

These comments again illustrate the United States’ perceived need to
dominate world politics to preserve its economic prosperity and material security in
the Cold War period. Alarmingly, these comments are put forward as keys to the
new security environment in the post-Cold War period. Reduced investment of
material and intellectual resources in the military will represent insufficient "means”
for an attempt to continue this "preponderance” policy. An attempt to continue this
policy will establish precisely the type of "ends" that will eventually form a "means-
ends gap" depleting any peace dividend gained from the end of the Cold War and
thus removing the possibility for conversion. Conversely, if a more modest and less
extensive foreign policy agenda is not followed a hollow security policy will result.
Grand strategizing and a preponderance policy cannot be supported by declining

amounts of troops, hardware and money.
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Defining the Role

Defining the role of the Country in the post-Cold War world and the role of
the military within the Nation’s basic security policy strategy is especially significant
to both maintaining national security and liberating resources for conversion.
Defining that role will be particularly difficult. Caroline Ziemke observes,

The Clinton defense establishment faces a daunting task of redefining
the role of military force in an entirely new peacetime strategic order and
guiding the military services in tailoring their force structures, doctrines, and
capabilities to fit it.*’

[t has been observed that a change is needed in United States security policy but it is
not happening quickly enough to respond to the pace of change in the global

security environment. John D. Steinbruner observes that radical shifts in both
technology and politics have "altered the problems of security so extensively that a
fundamental redesign of United States’ policy is obviously required.” He continues,
"That revision has not yet occurred and does not appear to be occurring at a rate that
is responsive to the pace of events."” Layne and Schwartz go beyond

Steinbruner’s observations in that they remark,

It is commonly held that the Cold War’s end allows the United States
to conduct a searching reexamination of its role in world politics. In fact,
however, that has not happened and there is no reason to believe it will. "'

Layne and Schwartz see no reason to hope for the reexamination that must proceed

any revision and redesign of United States security policy. The conversion advocate

or planner, as a first step toward conversion, must demand that the reexamination
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and redesign does occur without delay. Toward this goal the conversion advocate
should search out policy makers that intend to reexamine America’s role in world
politics and propose solutions and define new roles that will liberate resources for

conversion.

2.4 Toward Solutions

In the wake of the Cold War, America must refrain from the grand
strategizing to preserve resources that can then be devoted to long ignored domestic
needs. Within its new role the military must maintain a force that can live within its
resource constraints, sustain a reasonable pace of modernization, while
simultaneously keeping readiness at the highest possible level.”” Smaller, lighter,
and more flexible forces will be best able to fill this new role. They will require a
smaller budget to operate but with greater impact on unconventional missions.

The key to preventing a means-ends gap is a security policy based on
deterrence not on intervention into regional conflicts. Many potential areas of
conflict have been clearly identified. Diplomatic steps taken now could prevent the
need for expensive Desert Storm-like interventions in the future.

The choice not to intervene is not to be interpreted as a call to indifference to
save money. America’s delayed entry into World War II (noted in Chapter One)
indicates an indifference to the plight of the Holocaust victims. This past

indifference cost millions of civilian lives. Today many lives are threatened in
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Yemen and Rwanda and in many other scattered regional conflicts throughout the
globe. The cost of our past indifference should weigh heavily on our decision to
intervene in these conflicts. A standard needs to be created to distinguish between
political conflict and inhumane slaughter.

Strategies of prevention and deterrence are particularly important in dealing
with the former Soviet military establishment. Eventually someone will take control
over this "over-armed. underfed, and under-scrupled country."  If the new
leadership is allowed to develop a hostile stance toward the United States a new
Cold War could develop or worse a full scale nuclear exchange could take place.
Fortunately, it will take years for someone to establish firm control, solve their own
domestic problems, and whip their forces into shape. The delay will give the United
States the time needed to help shape the redevelopment of the former Soviet Union
from totalitarian to democratic government and to solve our own domestic problems
through economic conversion strategies.

A decision must be made as to the validity of external threats. They must be
weighed against domestic threats such as poverty, crime, homelessness, crumbling
infrastructure, loss of competitiveness, and a failing educational system. The
severity of each of these threats should relate to the amount of resources devoted to
addressing them. Again, a lack of military intervention into regional conflicts does

not require a blindness to human suffering. America is able to engage in missions
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of humanitarian aid without those missions degenerating into "warlord-hunts" as

happened in Somalia.
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Challenges of Conversion to a Peaceful Post-Cold War Society

3.1 Overview

Change is certain, progress is not. Shifting more of the nation’s resources
from military to civilian uses should eventually make it easier for the United States
to generate high-wage, high-skill employment.”* Conversion is the process of
making the shift of resources to civilian uses. It is a substantial challenge to make
this shift as smooth and painless as possible in this time of sluggish global growth
when even large civilian companies continue to layoff workers.

An aversion to planning and a simplistic reliance on the market economy to
adjust to cuts in defense spending will prevent a rapid reemployment of both real
and intellectual capital invested in the military economy. The Cold War economy
has produced corporations, scientists, researchers, and workers unable or

understandably reluctant to fit into a civilian economy. A weakened free market
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civilian economy is less able to absorb the excess capacity that is cast off by the
military economy.

Cuts in defense spending have already occurred and will continue to occur in
the future. These cuts will cause changes both to the overall economy and more
acutely to defense dependent regions. It is not assured that these changes will be for
the better. This chapter will convey effects of reduced defense spending and
challenges of economic conversion.

Significance of the Opportunity

The end of the Cold War presents an unprecedented opportunity to
redistribute human and material resources occupied in fighting this war for nearly
fifty years. The redistribution of these resources requires many different planning
skills. Careful national and global economic development planning is quintessential
for preventing the massive stagnation of the United States’ and the world’s
economies. State and local planners must become aware of the possible effects to
their communities. Clever military planning is needed to maintaining an effective
military that can react to any threat to the United State or its interests anywhere in
the world. Many nonmilitary critical concerns that have been partially or completely
ignored during the Cold War can now be addressed.

Planners could have resources never before available to address problems
such as urban, environmental, societal and infrastructural decay, which have risen to

the forefront of national attention. The newly liberated resources will come mostly
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as intellectual, technological expertise and excess real property. Conspicuously less
abundant will be new financial resources as the Cold War was paid for at the cost of
accruing a significant national debt.

Significant cuts are not certain to continue due to regional conflicts and loss
of jobs. Yet, cuts in the defense budget of 50 even up to 90 percent have been
suggested. Many cuts are being made and far more are expected. President of the
United States Bill Clinton in a speech to Westinghouse, Inc. employees explained
that by 1997 defense spending will have been reduced by 40 percent from its 1985
peak.” He goes on to state that cutbacks in military spending

. . are essential in a world in which we need funds to be reinvested
in the domestic economy, and in which the security threats we meet today,
while very serious, are different and clearly less expensive than those we
faced when the Soviet Union and the United States faced each other across

the Berlin Wall with the barriers of the Cold War, and imminent prospect of
nuclear war.”

The Providence Sunday Journal November 28, 1993 quotes Bureau of Labor
Statistics figures,

According to the federal Bureau of Labor Statistics, the estimated $100
billion reductions in defense spending expected to take place nationwide from 1987
through 1997 is less than one-third of the way along. Only about $27 billion had
been cut through 1992.

From these figures it can be inferred that some cuts have been made but startlingly,

they will be eclipsed by the myriad of further cuts that are expected in the next few

years.
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Spending has fallen dramatically since it reached its peak during the Reagan
buildup in 1985. The Pentagon’s procurement budget is down from $127 billion (in
1993 dollars) in 1985 to $45 billion this year, and is likely to continue to decline by

at least 5 percent a year.”’

Yudken and Markusen point out that the Pentagon’s
spending on aircraft alone has fallen from $48 billion in 1985 to $16 billion in
1993. More startling, is the amount of hardship these partial cuts have already
caused. The cuts are considered partial when compared to anticipated cuts.

There are many difficulties and many unfortunate consequence of reducing
the defense budget particularly lacking effective conversion strategies on corporate,
community, and national scales. A particularly severe consequence is that the
economy will plunge into a deep depression that spreads rapidly over the rest of the
world. This circumstance is unlikely but, for those living in heavily defense
dependent communities it may seem to be happening to their world.

The localized nature of defense dependence render such macroeconomic cures
for unemployment as tax cuts, increased government non-military spending, or
increased money supply incomplete solutions because they spread their positive
effects over the entire country.  Economic policies that average their stimulating
effects across the nation cannot reach into specific effected areas deeply enough to
prevent regional recession in the event of major military spending cuts.” Added to

these macroeconomic solutions is the necessary factor of local economic conversion

efforts. Fortunately there are many programs available to aid community and local
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business in assessing planing and executing their own particular adjustment efforts

which will likely include some conversion strategies.

Two Levels of Conversion

Conversion problems occur on two stratum — a macrolevel and a
microlevel®*. The microlevel challenges of post-Cold War defense adjustment fall
into three broad categories — challenges to individuals, businesses, and
communities. By contrast, macrolevel conversion pertains to adjustment processes at
the level of the overall economy. It involves the relocation of a significant share of
societal resources.

The macrolevel confronts the two-fold goal of addressing national security
risk on both the international and domestic fronts. These dual national security
challenges were addressed at length in chapter 2. Macrolevel strategies involve
changes in national taxation policy, civilian economic, educational and social welfare
programs, also monetary policy or government loan programs designed to spur
private consumption and investment.®

Macrolevel changes are linked to changes on the local level. Cutbacks in
defense spending will necessitate reductions in military personal abroad and base
closing at home. Changes in military contracting to meet the new national security

challenge of the post-Cold War world will have effects in all three broad categories

of microlevel conversion. State economies are left searching for new sources of
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revenues as once prosperous defense dependent businesses and military bases shrink

or disappear.

Regional Nature of Microlevel Defense Adjustment Challenges

Viewed from both a national and historical perspective the problems caused by
the relatively small reductions in military spending, following the end of the Cold War,
would seem less than alarming. Some have trivialized the relevance of Cold War
defense spending to the vitality of the national economy — noting that even at the peak
of the Reagan buildup defense spending only accounted for 7 percent of the Gross
National Product as compared with 18 percent during the Korean Conflict or 11 percent
during the Vietnam War. In 1989 the figure had fallen to 6 percent.” Small and
gradual cuts in defense spending that at its peak only accounted for 7 percent of GNP
do not seem to be a cause for national concern.

In fact from a national perspective Lall and Marlin point toward the size and
complexity of military contracting as a barrier to cutting the national defense budget,

Military contracting is a massive business, with the Department of Defense

buying goods and services from more than a quarter of a million firms each year

for everything from aircraft carriers, to fuel, to "Pampers" for resale at base

commissaries.*’

Beyond the obvious difficulties of resolving the specifics of the programs that
will be cut, the time table, and the location of companies that will lose contracts, there

is the further difficulty that these cuts will send repercussions through the entire

economy. Few will dispute the local effect that loss of defense contracts and military
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bases can have on a community and its ability to collect necessary tax revenues. The
enormity of the military industry becomes more apparent when compared with other
more familiar industries. Military industry’s major contractors and many small
businesses make up a larger portion of the United States economy than the auto
industry and plays nearly as large a role as residential and commercial construction.
The United States aerospace industry accounts for a bigger portion of United States
exports than any other industry and accounts for two-thirds of the world market for

commercial aircraft.®

3.2 Defense Contractors Challenges
Cuts in the procurement budget are deeper than after Korea and as painful as
after Vietnam. Purchases have fallen in real terms from $106 billion in 1987 to $76
billion in 1993 and are expected to drop to $50 billion by 1997.% Cuts in procurement
will have the greatest effect on the few defense contractors that supply goods to the
Pentagon. Many of these contractors are dependent on military contracts for their

survival.

Obstacles to Defense Industry Conversion
Individual corporations, defense related divisions of corporations, plants, and the
defense workers essential to the Cold War economy are unprepared to enter the

commercial markets of the post-Cold War civilian economy. Defense related firms are
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not equipped for commercial markets for several reasons. Defense firms sell their
products to the Pentagon, their only client, instead of many consumers or several other
businesses as in a commercial market. Defense contractors — even small ones — are
weighed down by armies of clerks required to answer the millions of queries from the
Pentagon.”’” Highly focused on costly quality and precision oriented production of a
few units, the defense industry cannot easily engage in cost efficient commercial
production of many units.

The aerospace industry created by the Cold War economy is highly oligopolistic.
[t is dominated by a few dozen prime contractors. Military research, development and
production work is performed almost exclusively in separate defense divisions of large
firms or by entire firms. Some defense contracts are sole-source. Sole source contract
consist of a lone firm fulfilling the entire supply of a single product. The B-2 Stealth
Bomber was built exclusively by Northrop. Military work is the only option for the
few dozen firms that supply the United States with aerospace hardware because of their
excessive dependence on government contracts. The government is also dependent on
certain prime contractor’s survival. General Dynamics produces the M-1 tank and the
Trident submarine. If the United States believes these weapons systems are vital to
national security, they must ensure the continued success of General Dynamics and
other contractors that produce vital defense systems. Contractors are both guaranteed

a market and a certain level of profit.
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Subcontractors to these prime contractors are usually less dependent on the
defense contracts handed down to them. Although, a slowdown for a prime contractor
will have wide spread effects among the subcontractors that supply them. One example
is the previously mentioned B-2 Stealth Bomber program although exclusively built by
Northrop, has a subcontractor web that spans all fifty states. MX missile production
was also arranged so that some component of their production took place in every state
in the Union.*

Other firms that do not directly fulfill military contracts are dependent on
supporting subcontractors, their workers, and the needs of military personal stationed
on the various military bases throughout the country. Each of these factors becomes
an obstacle to a defense industry shift to commercial markets.

Defense contractors also operate in a non-competitive environment due to the
"follow-on imperative” — a system of giving defense contractors turns in producing
new weapon systems. The Pentagon uses this system of spreading around contracts to
ensure the survival and vigor of the few defense contractors that supply most of their

¥ Consequently, a defense contractor that is next in line may receive a contract

needs.
though it offers a more costly system than another company. The non-competitive
environment has limited the defense contractors’ development of management expertise

in long-range financial planning.”® In a commercial market there will be no guarantees

of survival or vigor from the client.
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Although the expected cuts are at first startling when compared with the peak
spending of the 1980s, and conversion to a civilian market seems a insurmountable task,
now is not the time for defense contractors to panic. Murray Weidenbaum, in a speech
delivered to the Western Economic Association on July 1, 1991 reminds that "the
bottom is not about to fall out of the military market, but a period of severe belt
tightening has arrived. The defense industry has continued to steadily increase its
capacity to produce weapons in spite of a 50 percent decrease in the procurement
budget since 1985." The defense industry now has a tremendous overcapacity.
Weidenbaum goes on to explain that the most likely outcome of belt tightening "is a
substantial decline in the overall volume of defense business for the early 1990s, but
with defense spending remaining high by historical standards."”® Defense contractors
will survive but will be forced to downsize, diversify, increased lobbying efforts,
expand foreign weapons markets and engage in mergers to solidify their product
domestic markets.

The obstacle to conversion strategy comes if these short-term reactionary
strategies are relied upon exclusively. Examples of successful conversions for large
defense contractors are few and they are decades in the making. They are also wildly
successful when they work. Successes include General Electric’s commercial satellite
business, TRW’s entrance into information services and new car technologies, and
Boeing’s continued expansion of its commercial airline business. Conversion is a long

term strategy not a reactionary strategy. Reactionary strategy options will allow large
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defense contractors time and relieve some immediate financial pressures. Time and
space that should be devoted to some long term planning to meet America’s post-Cold

War needs.

3.3 Labor Challenges

The reduction in employment seem to have progressed even more quickly than
the cuts in the defense budget. Between 1989 and 1993, 440,000 defense industry
workers were laid off, 300,000 soldiers, sailors, and fliers were mustered out of service,
and 100,000 civilian Defense Department employees lost their jobs.” The Bureau of
Labor Statistics expects a reduction of an additional two million jobs between 1993 and
1998.”* The aerospace industry expects that a drop in aircraft procurement over the
last four years will have caused a drop of one third in the aircraft work force or
165,000 jobs by the end of 1993.”° Yudken and Markusen predict that "as many as
one million civilians workers could lose their defense-related jobs between 1989 and
1995, including 830,000 in the private sector."*® They go on to provide a break down
of job losses by industry,

In communications equipment, employment is predicted to decline from 349,600

in 1988 to 213,400 in 1994; in guided missiles, from 134,900 to 105,000 and in

shipbuilding, from 102,300 to 61,700. Add to that the 320,000 to 550,000

active duty military and Department of Defense personal who will be shed . .
97

Sharpening the torment of unemployed defense workers is the prospect of not

finding work for months even years or being forced to tolerate lower paying jobs with
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fewer benefits. Solidarity the monthly publication of the United Auto Workers (UAW)
cites the plight of laid-off aerospace workers from McDonnell Douglas® St. Louis plant.
After a year, 44 percent were still out of work and those that did find work were
working for 70 to 85 percent of their previous wages. Many workers were no longer
covered by health insurance.”® The same is true of Connecticut’s Electric Boat
workers many laid off from the defense industry will find their way into Connecticut’s
second leading industry tourism and be forced to take lower paying casino jobs.”

Job loss is not limited to those directly involved in the defense industry. A
ripple effect from prime contractor layoffs could sweep away several hundred thousand
nondefense jobs.'” Dumas explains one way this ripple effect of prime contractor
layoffs will extend job loss beyond military firms,

Not only would those workers laid off from their jobs in military industry suffer,

but their loss of income would lead to a cutback in their consumer spending that
would also generate further layoffs in industries supplying consumer goods.'”'

The often overlooked smaller service firms and suppliers are also feeling cuts in the
defense budget. Small service firms and suppliers, unlike prime contractors or
communities, do not have high priced lobbyists or influential politicians to defend their
interests. The Bureau of Labor Statistics estimates that about 286,000 service jobs and
139,000 retail and wholesale trade jobs will be lost in the next five years. Labor
Department experts estimate that manufacturing will lose 594,000 jobs in the next five

years. Also disappearing are jobs for semiskilled laborers. In 1987 the defense sector
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provided 890,000 semiskilled jobs by 1997 this number will have fallen to 437,000
according to the Bureau of Labor Statistics.'®

These often overlooked workers do have an advantage over highly trained or
those more closely aligned with defense production. Their skills are more easily
transferred to the civilian marketplace. Landscaping firms for instance that lose
maintenance contracts due to military base closing will preform the same service but
for civilian customers. Wholesalers and retailers that provide disposable diapers for
resale at commissaries to troops families will sell the very same product to civilians.

Unfortunately, the skills of those unemployed workers, engineers, and managers
directly involved in defense production are difficult to apply to the civilian marketplace.
Those involved in research and development are also in for a difficult time of
adjustment. Defense workers generally are highly skilled, older, and more highly
paid.'® The most difficult adjustment in the 1990s is for the large number of
engineers that will be laid off. The Institute of Electrical and Electronics Engineers

predicts that 55,000 defense industry engineers could lose their jobs by 1995.'%

3.4 Communities
The true severity of the problem becomes apparent when viewed from the
perspective of defense dependent regions. Areas where the military industrial complex
and military installations are concentrated will be exceptionally hard hit by a post-Cold

War military build down. The Pentagon buys 59% of its arsenal from just ten states:
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California, Texas, New York, Virginia, Massachusetts, Ohio, Pennsylvania, Florida,
Connecticut, and New Jersey.'"

Regional problems will also be greatly amplified by the very expensive, highly
automated, and technically advanced nature unique to the modern Cold War military
arsenal and the current economic recession. Regional areas allowed to decay
economically as cutbacks in military spending occur will leave those individuals unable
or unwilling to migrate to become isolated pockets of unemployed and underemployed
workers. Combined with facilities, equipment and land that are being under used or
abandoned these labor problems could undermine the entire workings of the defense
dependent community. Many pockets of economic hardship and capacity
underutilization throughout the country may develop as the build down commences.
The considerable public infrastructure, including housing, highways and schools built
in communities which are predominantly military oriented could become idle during a
major build down.'” Yet, on average the Nation is in desperate need of these
facilities. Communities that become the destination of the displaced defense worker’s
migration likely will experience overuse and congestion of its infrastructure, adding to

the overall inefficiency of created.

3.5 Base Closing
Like most other conversion in the long-term a military base closing is beneficial

to the community. According to the Office of Economic Adjustment, the lead
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Department of Defense agency for helping communities adjust, more than 90 percent
of base conversions have been successful.'” During the 29 years between 1961 and
1990, 93.424 civilian Department of Defence and contractor jobs were lost but they

were replaced by 158,104 civilian jobs on former defense facilities. '*®

The challenge
comes in the transition period between the communities military dependence and the
reuse of the facility for civilian uses.

For most communities the immediate result of a base closure is a decline in
population, a loss of jobs and income, and a reduction of tax revenues. The base
closure presents immediate planning challenges. Comprehensive plans and zoning
ordinances must often be altered to allow integration of a large parcel of land with
existing facilities which could include docks, air fields, various structures, and a variety
of transportational and infrastructural capabilities.

Complicating the reuse of these facilities is the difficult problem of often
dangerous pollution. The Department of Defense has identified over 18,000 sites with
potential contamination.'” The pollution problems include “everything from
unexploded ordnance to leaky underground tanks and massive toxic landfills."'"
Other common pollutants include solvents and fuels. A further complication comes in
the form of regulatory issues of preparing an Environmental Impact Statement (EIS)
governed by the National Environmental Policy Act (NEPA) and conformity

requirements governed by the Clean Air Act.'"" As more time passes environmental

cleanup costs continue to rise for example the Department of Defense in 1988 estimated
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that it would cost $11 million to clean Pease Air Force Base which closed in March
1991. By December 1992 the estimated cost of cleanup had risen to $114 million.
Not all base conversions go well. Many bases are in bad locations for civilian
reuse. Infighting within the community or lack of broad base of support within the
community retard conversion efforts.'’? In spite of these problems base closings are
less challenging for the community than most other conversion problems because of
their very precise focus, aid from the state and federal governments, and the

communities level of control over the situation.

3.6 Conclusion

The many challenges of converting the defense economy to a peace economy
need to be overcome in order to avoid a continuation of the many hardships that
reductions in the defense spending are causing. Essential participants in the conversion
process, including managers of defense firms ,laborer, and community leaders, will
likely become reluctant or even hostile to conversion strategies should peace becomes
synonymous with hardship. Peace should not mean unemployment and crumbling
communities. Steps need to be taken at all levels to ease the transition for those
negatively effected by the defense drawdown. Transition assistance should then be
followed by the pursuit long term conversion strategies at both the macroeconomic and

microeconomic levels.
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Chapter Four

Adjustment Strategies and New Directions

4.1 Overall Goals of the Conceptual Plan
. Suggest two types of post-Cold War transition strategies for firms,
communities, and individuals. (1) Survival strategies to be used immediately to
adjust to the sudden changes in defense spending in the post-Cold War period.
(2) Bridge strategies such as diversification and spinoff that will be the
precursors to long term conversion strategies.
. Suggest long-term and far-reaching conversion strategies to enable firms,
communities, and individuals to move toward a new set of national priorities

chosen by American society.

Conceptual Plan for Adjustment
The conceptual plan for a post-Cold War society can be summarized into a
pair of ends: (1) to ease the post-Cold War transition for firms, communities, and

individuals (2) Convert resources and technologies once devoted to fighting the Cold
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War to fulfilling a new set of national priorities. The plan will present two sets of
options. Transition oriented options and a second set for a post-Cold War policy
focusing on peacetime needs of society — the conversion oriented options. The two
sets of options will be divided into four sections offering options for the Nation,

firms, communities, and individuals.

Transition Options

Transition options will provide time for conversion options to be put in place,
prevent further damage, and lead to solutions. Many of these transition options will
have painful consequences. The duration of survival oriented transition options use
will hinge on how quickly conversion options can be implemented. Many transition
options are both quickly workable and lead toward long term solutions. Defense
firms selling to other more civilian oriented government agencies are conversion
related transition options. The success of conversion oriented options hinge on
United States domestic and international promotion of peaceful undertakings such as
mass transportation, education, alleviation of human suffering, and environmental
protection. The wide promotion of these peaceful undertakings will help create

markets for the products and technologies of conversion.
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Survival

Initially the actions defense dependent individuals and organizations are
forced take in order to survive will be necessarily self-serving. The adjustment
concerns of other defense dependant entities will have to be secondary to their own
needs. An example of this is the common situation of a large defense contractor
laying off many workers to reduce overcapacity in response to reduced procurement
by the Pentagon. Such layoffs will preserve the firm’s critical mass and thus ensure
its own short-term survival but the needs of the employees and surrounding
community are neglected. Employees also could pursue self-serving strategies such
as demanding large defense firms to engage in conversion strategies that are not
profitable in order to preserve their employment. Communities and defense
dependent employees seek continued contracts for weapon systems that are no
longer necessary to America’s national security so that funds will continue to flow
into their community and jobs will be preserved.

Fragments of Cold War policy inevitably will linger for a time along with
accompanying painful adjustments and reactionary survival strategies such as layoffs
and abandonment of facilities. This is to be expected as any truly significant change
is accompanied by a painful, yet essential, period of transition. Adolescence is an
example of this period of painful transition we are all familiar with during our own
human development. The painful transition period is concluded when a goal is

identified and then realized.
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Conversion is not one of these reactionary survival strategies for the painful
transition period. It is a means for identifying and realizing the final goal of peace
and prosperity and putting a welcome end to the reactionary period. The danger is
that the painful transition period will be allowed to linger on indefinitely. The
longer defense dependent communities are allowed to experience unemployment,
factories are abandoned and newly completed infrastructure is allowed to sit idle the

more difficult it will become to reverse their decline.

Conversion Strategies

As stated earlier the overriding goal for conversion strategy should be to
preserve national security in this time of many scattered regional conflicts while
redirecting newly liberated resources toward pressing societal needs. The conceptual
plan presented here will facilitate this overriding goal by presenting strategy options
to be pursued by planners and economic conversion advocates. Five basic steps
apply to any firm, community, or to a lesser degree individuals wanting to engage in
defense conversion: (1) build a coalition, (2) take stock of entity’s present condition,
(3) identify alternatives (4) implement the chosen alternatives, (5) evaluate success
of chosen alternative.

The options of each defense firm, each defense dependent community, and
each individual that owed their livelihood to the fighting of the Cold War will be

dictated by the degree to which America shifts its allocation of resources away from
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military pursuits and toward answering pressing societal needs. Military contractors,
defense dependent communities, and employees will be forced to fend for
themselves while America continues to grasp at the last fragments of fighting the
Cold War and Cold War policies. In the absence of new national priorities to guide
the conversion of American society, those formally dependent on fighting the Cold
War will be forced to continue to employ desperate means to ensure their own
survival now that the Cold War has ended. Without new priorities some transition
strategies will fail. A program such as job retraining can only be effective if
opportunities for reemployment exist. Retraining a dislocated defense employee for
a new position that dose not exist will only result in a more highly trained
unemployed person.

The successful conversion strategies are intricately linked with the creation of
a lew set national priorities that will replace fighting the Cold War. A national goal
of a safe living environment for everyone — both organic and social — will lead to
a rededication of material and intellectual resources to the development of new
environmental technologies, social programs and advanced transportation systems.
Realization of new national priorities will create new jobs that require new
employees with fresh skills. Some of those employees should be retrained former
defense employees. Development of new national priorities will also help focus

national programs and allow transition strategies to evolve into conversion strategies.

64



Chapter Four: Adjustment Stategies and New Directions

4.2 American Society
. Continue to Cut Defense Spending.

Sustained reductions in defense spending are crucial to continued successful
conversion efforts. Without them resources will not be liberated to be used for
conversion. Defense spending will not need to fill the role of employment program
of federal aid to communities instead it will fill its intended purpose providing for
national security.

The first and most important change must come in the perception of
American society. Both American policy makers and the American public itself
must realize the Cold War is over and more importantly the time of prosperity it
brought to so many firms, communities and individuals in the last four decades has
also ended. After having won the Cold War United States policy makers need to
address the new and different post-Cold War needs of the United States. Especially
in the light of continued domestic decay a continued investment in defense at Cold
War levels would be like buying a state of the art alarm system for a house whose
roof is falling in.'"

Nuclear powers such as China and Russia will require 10 years to organize

and buildup a menacing threat to the United States.'"

We will certainly have a
chance to engage in our own buildup if necessary. It follows that the United States

need not maintain military spending at Cold War levels and may continue to cut the

defense budget while still maintaining strong national security.
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. American society should aid those displaced by the end of the Cold War.
Dislocated defense dependent firms, communities and workers are not the
only groups suffering in today’s economy. The question then arises, "Why should
defense dependent firms, communities and workers receive special treatment from
the government?" Tremendous public effort and investment went into creating,
building, training and educating the firms, communities and workers that help fight
the Cold War. The Cold War is over but in its absence the products of America’s
Cold War effort sit under used or idle. The plight of the defense worker was
created by government policies, not by normal market forces.'”” America should
take responsibility for aiding the transition of defense dependent firms, communities
and workers because America created the defense industry and it is responsible for

its decline.

. Reorganize Aid.

All federal and local programs that strive to aid the transition of defense
dependent individuals, businesses and communities should be reevaluated by a
federal agency outside of the Department of Defense. An agency outside of the
DOD will ensure a complete break from a military agenda. It will emphasize that

converted resources will not soon return to military purposes.
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Programs that duplicate their efforts or seek contradictory ends should be
reorganized for the most effective use of national resources. A successful effort to
develop a national coalition and identify new national priorities will help give

direction to the review and reorganization of transition and conversion programs.

. Set New Priorities.

Three overall national priorities will help direct the choice of individual new
directions: (1) economic stability, (2) public health and education, (3) safe
t.''°

environmen

Economic Stability

» Advanced computer aided manufacturing systems

* Rebuild and repair America’s failing infrastructure

* "The design and development of a national or transnational grid for the

electronic transmission, processing, storage, and retrieval of information. .

.ull7

e Provide assistance to firms attempting to regain a share of markets for

consumer goods and production equipment lost to foreign competition.
Public Health and Education

* Improved science and mathematics education using skills of dislocated

scienusts and engineers from the defense industry

* An increased focus on general funding for education
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» Provide fellowships to defense oriented scientists, engineers to update
knowledge and skills related to new peaceful national priorities.

* Provide retraining for skilled workers to fill newly created civilian jobs in
the peaceful economy.

» Use advanced surveillance and security technologies developed for the
military to aid in law enforcement and airport security.

» Develop new medical care technologies

Safe Environment for Evervone

» Develop hazardous waste clean-up techniques

* Employ dislocated workers in the huge task of cleaning up abandoned
military bases and facilities

* Develop new pollution prevention technologies

* Develop new energy sources and conservation technologies

The above individual strategies represent only a tiny portion of possible uses
for the human and technological resources liberated by the end of the Cold War.
Time and money are both in short supply in communities that would like to pursue
any of these strategies. Communities need aid to make the initial shock of defense
cuts less acute and seed money to attract far sighted entrepreneur to begin

conversion projects.
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Bottom Line for National Policy

. Continue to Cut Defense Spending

. Provide a reorganized program of aid to communities firms and
individuals (See Appendix A).

. To ensure the successful conversion of defense firms America must
assure an effective demand for new products with (1) Establish national goals.
(2) Demonstrate a steady commitment to adequate funding. (3) Provide

contracts of adequate size and duration to replace reduced military contracts.

4.3 Defense Dependent Firms

Prime Contractors

Prime contractors face several possible market settings in the wake of the
Cold War. They also have several options to cope with the different respective
eventualities. Conversion, unfortunately, is the least likely response if Cold War
priorities are allowed to linger. The individual transition strategies given have three
main thrusts (1) Slow reductions in the United States defense budgets to gain time
for other adjustment strategies. (2) Reduce overcapacity to meet shrinking
procurement demands. (3) Find new markets for weapons and military technology
both abroad and in new domestic markets. The options include downsizing,
increased sales in foreign markets, consolidation, diversification, maintenance,

modernization and upgrades, and seeking non-defense government contracts.

69



Chapter Four: Adjustment Strategies and New Directions

Significance of prime contractors survival. The shrinking defense budget and

the resulting reduction in procurement has resulted in a production overcapacity.
Diminishing this overcapacity is crucial to the prime contractors survival and to
preserving profits for the shareholders. The survival of these prime contractors
critical to the preservation of America’s defense industrial capacity and consequently
the national security of the United States. Major defense contractor’s survival is
also integral to the vitality of the surrounding defense dependent communities.
Major contractors are a source of both jobs and technologies. In the light of defense
contractors importance to every level of American society it must still be
remembered that defense companies are commercial businesses who’s primary

responsibility is to their shareholders.

. Lobby for procurement of firms weapon systems.

Lobbying is a strategy used to ensure future weapons procurement business
by promoting the firms weapon systems. Lobbying to slow reductions in defense
spending is contradictory to a final goal of conversion to a peace economy.
Lobbying is a reactionary survival strategy and consequently self serving at the
expense of the societies ultimate goal of conversion. It is used to fight defense cut-
backs every step of the way and direct remaining defense spending toward the
lobbying firm's weapon systems. Major defense businesses will increase full-time

professional lobbying staffs as Grumman Corporation did and other firms such as
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General Dynamics have gone as far as to move their corporate headquarters to

Washington to be nearer decision makers.''®

. Downsize the firm to meet reduced procurement needs.

The goal of downsizing is to reduce overcapacity and to shrink the firm down
to a smaller core defense business. Reduction in size and greater focus on core
defense is accomplished by divesting the firm of divisions not crucial to the chosen
core defense business. Production employees and layers of middle management
identified as unnecessary are removed. The hope is that the firm will maintain its
core capacities while shrinking radically in size. Downsizing will result in the
gradual layoff of many workers but the failure of a major contractor will result in
the, far more traumatic, sudden loss of all jobs at that firm or division. Downsizing
will also consist of the abandonment of property and facilities, the release of some
suppliers and release of subcontractors so that work can be done in house. Even the
best-executed downsizing creates tremendous anxiety and loss of productivity.
Mitchell Marks, director of Delta Consulting Group in New York City says, "It’s a

complete disruption to the work force. It turns a company upside down."''”

. Consolidate with and acquire other defense firms.
The shrinking defense business can support a fewer total number firms.

According to a forecast by the consulting firm of Booz-Allen & Hamilton 75 to 80%
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of current U.S. defense contractors will be swallowed up by more aggressive
industry leaders or simply exit the market altogether between 1993 and 1998.'*°
Demand for each individual product, such as strategic fighter aircraft, are also able
to support fewer individual firms. The defense business base will shrink still further
as backlogged orders are filled. Large-scale mergers and acquisitions correlate well
with downsizing of the defense firm for eliminating the overcapacity that exists
within the defense industry. The main thrust of this strategy is to maintain a critical
mass in specialized niches in which the individual firm is strongest.

Acquisitions allow excess production capacity within the industry to be
consolidated or removed. An example of this strategy is Martin Marietta
Corporation planned acquisition of Grumman Corporation.'*' This acquisition will
allow Martin Marietta to eliminate a major competitor and its production capacity
from the market. After repeated unsuccessful efforts to purchase Lockeed’s and
others military aircraft operations General Dynamics Corporation sale of its F-16
fighter division to Lockheed Corporation allowed it to concentrate on its strength as

sole source producer of nuclear submarines and main battle tanks.

. Expand international arms and military technology sales.
The United States has emerged as the worlds dominant arms supplier. '**
According to figures compiled by the Stockholm International Peace Research

Institute V(SIPRI), in 1992 the United States delivered more than 45 percent of all
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major combat systems sold worldwide, a level more than four times higher than that

3 America’s former main

of its two closest competitors, Russia and Germany.'
competitor for international arms export the Soviet Union disappeared with the end
of the Cold War. Virtually every big defense company wants to increase its military
sales to foreign buyers.'” Viewed strictly from a prime contractors perspective
international arms sales is an excellent option. It is a powerful means for adjustment
to a decreased domestic weapons and military technology procurement. Increased
international arms sales could replace lost domestic sales by increasing the potential
market for United States arms and military technology. By arming the rest of the
world, the defense industry could in turn oblige the United States to increase its own
arms procurement to preserve both its own material national security and to limit
regional conflicts between well armed combatants.

Two major draw backs to this strategy exist (1) the international market for
arms has experienced a steep decline since the end of the Cold War while a military
production overcapacity exists in many countries.'”® (2) Additional arming of the
world with American weapons will intensify any regional conflicts making them
more difficult to control and causing additional loss of life. An increased level of
American military technology available world wide will increase the chance that
those technology will fall into the hands of irresponsible governments or dangerous

terrorist nations that are hostile to the United States.
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. Expand sales to civilian government agencies.

Sales to civilian government agencies is a strategy that will work in both
transition strategies and as a bridge to conversion strategies. As a transition strategy
sales to civilian agencies works to expand markets for the defense contractor. Major
defense contractors intimate familiarity with governments procedures make them
especially qualified to fill contracts for civilian government agencies. Agencies such
as NASA, DOE, USDOT, and the FAA who’s needs include high technology and
aeronautical equipment will be easiest to supply initially but contracts could spread
to the more peacefully oriented FDA or EPA.

Two especially successful examples of firms that have followed this strategy
are Grumman Corporation and most especially Rockwell Corporation. A Grumman
Corporation subsidiary, which makes the Long Life Vehicle, won the contract to
make the new Postal Service mail delivery vehicle in 1986. They will have made
99,150 vehicles under the contract, producing more than 20,000 a year using a

General Motors chassis. Sales in 1990 equalled $391 million.'?

Transition strategies successful. Since 1986 Rockwell international Corp. has
seen its aerospace and defence sales as a percentage of total revenues dwindle to
about 34% from 60%. Defense sales as a percentage of total revenues have plunged
from 50% to about 19%. Rockwell is NASA’s number one contractor but their

primary business thrust is in automotive, telecommunications and industrial
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automation.'?’

Rockwell International Corp. reported that net income in its fiscal
second quarter, ending March 31, 1994 increased 13% to $154.7 million. Earnings
per share were 70 cents, up 11% from last year’s 63 cents marking the fifth
consecutive quarter Rockwell has recorded double-digit earnings per share
increase.'®

Some major defense contractors are now making most of their profit from
commercial endeavors. TRW, Inc. Reported a 25.4% increase in first quarter
earnings this year (1994) primarily due to continuing growth of the company’s air
bag business and lower interest expenses. The most encouraging news comes from
Raytheon Co. which earned a record $169.3 million or $1.25 a share in the first
Quarter of this year. The performance was led by its commercial business’s record
sales and profits. Corporate Jets contributed to Raytheon’s record sales for the
Aircraft Products segment. Corporate Jet was acquired in August of 1993.
Raytheon’s electromagnetic Systems Division was chosen to lead a $18.4 million
defense conversion project to develop commercial uses for military

telecommunications technology.'”’

Raytheon used downsizing, acquisition and
expansion of commercial segments to increase profits and then used some of those
profits to pursue conversion strategies. Raytheon is an example of how transition

strategies can lead into conversion strategies with profit as the motive and the result.

The key to enkindling transition to commercial markets and true conversion efforts
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among defense contractors is to show that it can be profitable for the firm and the

share holders.

Medium Size and Smaller Firms.
Medium-size and smaller firms are key participants in defense production.

The sum of prime contract awards and subcontracts from large firms to small was
on the order of $46 to $48 billion per year in five years 1986-90, and amounted to
35% to 37% of awards to U.S. business firms."*® Often these firms have little
experience in commercial production and marketing but many are also involved in
some amount of commercial production. Smaller companies also rarely have
separate defense divisions although they do keep the civilian and defense accounts

separate. "'

Options

. Build on any previous experience in civilian commercial markets.

For many medium-size and smaller firm’s managers, production workers and
equipment occasionally even the product itself is the same for defense clients as it is
for civilian clients. This is frequently the case for service firms. Defense dependent
firms have many of the same needs as civilian commercial firms. The defense

sector also needs food, stationary, lawn care, gasoline, and all the other goods and
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services required by non-defense consumers."> Many service firms that have
contracts with defense firms or military bases provide services identical to their
civilian commercial counterparts.

Some medium-size and smaller firm’s familiarity with commercial production
make it more feasible for these firms to enter commercial markets than their larger
defense dependent counterparts. Defense dependent medium size and smaller firms
have the advantage of possessing skills that are more easily transferable to
commercial markets than their large firm counterparts in the defense business.
High-tech production and quality inspection equipment bought for defense work has
made medium size and smaller firms more versatile and competitive in new high

technology commercial markets.'”

It is still not necessarily easy for these firms to
enter commercial markets but help is available. It requires advanced planning,

retraining of managers and engineers and retooling for new products.

. Seek federal and local aid in market research, marketing, and gain access
civilian financial markets.

Medium size and smaller firms need assistance in three major areas to enter
or further penetrate commercial markets: (1) market research, (2) marketing
strategies, (3) access to financial assistance and commercial loans. A variety of
programs providing technical assistance and loans are available from the Small

Business Administration (SBA). The SBA can be contacted by writing to the Small
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Business Administration, 409 3rd St., SW, Washington DC 20416 or calling at (202)
205-6665. A list of federal programs is available. It can be obtained by requesting
a copy of Directory of Federal Reinvestment and Transition Initiatives for People,
Business, and Communities from the Office of the Under Secretary of Defense
(Acquisitions), The Pentagon, Washington D.C. 20301, phone (703) 695-1470.
Programs are also available on a regional level. In New England the New
England Defense Adjustment Project (NEDAP) is creating a test model for multi-
state collaboration in defense adjustment. They will focus on expanding the market
for environmental and marine technology for Southern New England Firms. The
Rhode Island Small Business Development Center (RISBDC) at Bryant College,
1150 Douglas Pike, Smithfield, RI 02917-1282, has also produced a very detailed
list of Financing Programs available to small businesses. It is up to the firm that
finds itself vulnerable to defense cut backs to seek out the wide variety of technical

and financial assistance available.

. Take part to the extent that their size will allow in the large firm
strategies.
Medium size and smaller firms are often subcontractors to larger firms. They
should keep up to date on the steps that larger firms take and then anticipate and
adjust to serving larger firms predicted future requirements. Medium size firms may

engage in very same strategies that larger firms use.
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4.5 Defense Dependent Communities
Significance of Defense Dependent Community’s Decay.

The decline of defense dependent communities will have two detrimental
effects. First it will lead to national economic inefficiency and second it will lead to
continuously worsening hardships for the remaining citizens of the community.
Buildings are left behind as firms close or relocate. The inefficiency comes in
two forms. The decaying community is left with excess capacity. Houses are left
behind by dislocated workers and their families as they are forced to move to find
new employment. The local infrastructure, such as hospitals schools and roads,
becomes under used and under funded as the population they were designed to serve
dwindles. Communities that receive the sudden influx of firms and people are left
scrambling to upgrade their infrastructure to meet the sudden demand. They are
duplicating the infrastructure that already exists in the abandoned community.

The abandoned communities and their remaining residents face infrastructural
decay as funds from the small population and business community are unable to
support the existing facilities. The remaining worker will also be forced to take
lower paying service jobs as smaller manufactures and former subcontractors fail
due to the loss of defense contracts. Less skilled workers and decaying
infrastructure make the community continually less desirable for new businesses
relocations. As more firms move and are not replaced it becomes less likely they

will ever be replaced.
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Options
. Build a Defense Conversion Coalition.

Building a Defense Conversion Coalition may seem at first glance an
insurmountable task. Contractors, the community, and individuals are scrambling to
regroup now that the flow of defense dollars has begun to dry up. They should be
eager to participate in shaping the future of the community and protecting their
interest in that future.

A firm grasp of how each member of the coalition can benefit is essential to
creating involvement in the conversion planning process. The communities
conversion plan must have as its priorities wealth for contractors and community and
employment for individuals. Every potential member the coalition should be eager
to help meet these new priorities. The task of this coalition is two fold first is to
coordinate the transition effort and second is to put forward a new set of priorities

and then bring them to fruition.

. Determine defense dependence and vulnerability.

Once the ax has fallen its to late to plan effectively. Time becomes a scarce
resource. The community needs to take a proactive approach. Getting a firm grasp
of local economic conditions is a crucial first step. Hopefully this step can be
accomplished long before the loss or realignment of a military base or major defense

contractor. Overall health and diversity of the local economy can shield a
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community from major hardship caused by defense cutbacks. Diversity and defense
dependence of the local economy is often difficult to determine but in Rhode Island
a survey of Rhode Island employers was taken and the results published in a report
entitled Focusing On The Future by the Rhode Island Defense Economic
Adjustment Project. A given community is able to determine the level of
dependence for the employers in their area. A defense cut back will be more
harmful if the communities economy is already decline due to other factors or if the
economy is healthy but overly dependent on defense business for that well-being.
The dependence of the individual firms is also important. A less defense dependent
firm will have a milder response to cuts. The health of the surrounding region is
also significant. A community located in a growing region is more likely to have a

firm expand into their area before significant decay takes place.

. Determine the type of cuts that are likely to occur.

The size of the defense cut and its location also will effect the response of
the community. A large cut relative to the size of the local economy that occurs
quickly and without warning will be much more harmful than a small gradual cut

with plenty of advanced warning.
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. Seek assistance at the first sign of trouble.

In the face of imminent defense cutbacks, immediate pursuit of economic
development and emergency relief assistance may be critical for a community which
has determined itself to be vulnerable. During the period of time between the
announcement of the cutback and delivery of the assistance the community is on its
own and deterioration is most likely to occur.

The federal government has several offices and programs that provide aid to
communities impacted by base closing and defense industry cutbacks. The major
federal agencies that can help communities are: The Department of Defense, Office
of economic Adjustment (OEA) and Environmental Security (ES); The Department
of Commerce, Economic Development Administration (EDA); Department of
Housing and Urban Development (HUD); Department of Transportation. Federal
Aviation Administration (FAA); Department of Agriculture, Rural Development
Administration (RDA). A complete listing of programs with detailed explanations,
requirements, and points of contact provided to communities is available. It can be
obtained by requesting a copy of Directory of Federal Reinvestment and Transition
Initiatives for People, Business, and Communities from the Office of the Under
Secretary of Defense (Acquisitions), The Pentagon, Washington D.C. 20301, (703)
695-1470. This directory is vital for any community leader or business owner in a
vulnerable community. Another report that may be of interest to policy makers is

the Congressional Research Service Report for Congress Federal Economic
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Adjustment and Conversion Assistance to Communities, Workers and Businesses
Affected by Defense Cuts by Edward Knight. This report examines some of the
legislative history of adjustment and conversion programs. It also looks at the
thinking behind formation of the programs. [t is available through Congressional

Representatives’s offices.

. Plan.

The first step is to (1) build a broad base coalition. Community leader must
try to bring all the key players as close together as possible so that the community
can speak with one voice. Next the coalition should (2) identify the communities
assets and (3) create a vision for the future. Finally the coalition needs to (4) select

strategies and (5) an implementation plan and schedule.

. Find new industry.

An obvious solution to losing a major defense industry is to attract another
industry. A community that has just lost a major defense industry must be cautious
in the methods it uses to entice the new industry into their community. Plant
relocations and new openings are far fewer than the communities pursuing them.
Also, economically distressed areas are not the only ones bidding for firm

4

relocations.' Communities in a better economic shape can offer more to

relocating firms forcing economically distressed communities to offer too many
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incentives. Common devices such as lower business taxes, tax abatements, low-cost
financing, free training. and free land and buildings can negate many of the
advantages and benefits the community was hoping to gain. Engaging in bidding
wars for firms can have an unexpected and even more terrible consequence. Firms
already located in the community can demand a ransom of the same incentives just
to stay in the community.

Instead of using costly "smoke stack chasing" devices a community that has
recently lost a major defense industry can advertise the strengths they identified
earlier in the process. Important strengths are access to markets, skilled workers,
low labor costs and reliable infrastructure. The focus should be on a diversified
business base with a focus on manufacturing. The focus should be on
manufacturing due to the fact that each manufacturing job supports one to two non-

manufacturing ones'”’

. Help resident businesses.

Businesses that are already in the community can most quickly employ
dislocated workers and supply much needed funds to the community with out the lag
time associated with new industry or relocations. Communities should provide
marketing and financial aid to firms indicated above. Very important is information
on local demand for products not supplied locally such products could be supplied

more cheaply by a local factory.
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. Reuse abandoned facilities.

The most important factor, under the control of the community, for successful
reuse of abandoned military bases and facilities is early community involvement.
Like other conversion efforts the object of conversion must be allowed to remain
idle for as short a time as possible. The community must form a coalition to
prevent time consuming infighting as conversion efforts move forward. Finally as
the community begins to act it must pursue two plans of action. (1) The community
should work with political representatives to delay or prevent closing. A delay will
provide time for conversion preparations. (2) The community should prepare and
regularly update a base conversion plan to be immediately implemented if the base
should be abandoned. Assistance with base conversion planning should have already
been collected in the communities initial aid seeking process when vulnerability was

discovered.

The Bottom Line for Communities

. Start planning before the next defense cut occurs.

. Seek federal aid.

. Work with firms to create partnerships.

. Promote communities market strength and avoid costly '""Smoke stack

chasing techniques."
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4.5 Displaced Workers
Displaced workers fates are closely linked to the success of firms and
communities in adjusting to defense reductions. Worker will find employment in

communities with healthy and diversified business sector.

Options
. Relocate.

Displaced workers able to migrate to new locations where their skills can be
immediately employed should so that they will remain idle for the shortest amount
of time. Excessive labor migration does cause the development of idle infrastructure
in the community of departure and over use in the destination but self-interest is the

individuals prime concern in the transition period.

. Seek financial assistance and retraining.

Assistance is available from many sources. The former employer especially a
large defense firm may have retraining programs for new positions within the firm
or employment networks to aid in finding leads and training in job hunting skills.
Beside the obvious unemployment benefits communities offer. Communities with
excessive defense dependence may have special programs for dislocated defense

workers. Individuals should take great care to use programs they are confident will
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lead to new opportunities and waste time retraining for jobs that do not exist and are

not likely to be created soon.

. Join a variety conversion coalitions.

The way in which an individual becomes involved in the adjustment process
depends on their position in the community. Firms may have some form of
"alternative use committee” to direct the firm into the future. Employees should
seek out any opportunities that they are given or can create to help direct the future
direction of the firm and offer their unique knowledge of the firms production
processes and capacity to produce civilian products. In this way the individuals can
advocate profitable conversion oriented options that may save their jobs and increase
the value of their stock options in the company.

Individuals also should seek out local or national conversion coalitions (See
Appendix B and C) or political action groups, even investment groups that focus on
firms future oriented products. The individual can add knowledge, political
legitimacy and clout to these groups. In this way the individual can influence
decision makers both in all levels of government and with the decision makers

within the firm.
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Bottom Line for Individuals

. Write personal letters, not a form letters, to your Senator and your
Congressional Representative stating your support for Economic conversion.

. Learn as much as you can about the issue of conversion in order to make
constructive suggestion to your firm and community leaders.

. Join alternative use committees at work and political action committees

in your community to advocate conversion strategies.

4.6 Summary and Conclusion
Summary

Post-Cold War defense economic adjustment will come in two forms. First
transition strategies to ensure survival during change to a post-Cold War society.
The transition strategies, ideally, will be followed by conversion strategies that will
lead formally defense dependent entities in new directions toward their places within
a prosperous and peacefully society.

America needs to maintain an adequate defense but the new external
challenges to America’s national security are different than those encountered during
the Cold War and less expensive. A continued shift of national resources away from
defense spending and toward more pressing domestic concerns will allow conversion
effort to proceed more smoothly. The shift of resources should be made as painless

as possible by reorganizing available adjustment and reinvestment aid programs. A
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single point of contact should be established to direct those seeking aid to the correct
agency. After having shifted the resources and eased the transition America finally
must set new national priorities with a combined input and effort of firms, local
communities, and individuals.

Defense dependent firms need to reduce the overcapacity that developed
during the cold war and subsequently develop or expand existing civilian markets
through allocating resources to research and development of conversion related
technologies. Medium size and smaller firms should take advantage of federal
programs to aid the development of new civilian products and markets. The lead of
larger firms should also be followed as they enter new markets.

Defense dependent communities should create a coalition to aid in defense
adjustment decisions. It should consist of local officials, business leaders and
representatives of unions and other groups concerned with the adjustment issue. The
coalition should first determine the communities vulnerabilities, strengths and the
severity of expected defense cuts. Help should be sought in devising and executing
an economic development action plan to expand existing industry, find new
industries and reuse abandoned facilities.

Displaced workers fortunes are tied to their communities and firms.
Individuals should first seek out any retraining or placement assistance offered by
their former firm. Many firms are eager to give such assistance to establish

themselves as a considerate employer which will in turn allow them to attract the
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best people in the future. Assistance should also be sought from the local
community, state and the federal governments. Communities at all level want to

limit excessive migration and are again eager to help displaced workers.

Conclusion

To best use this conceptual plan it is important that the reader read the whole
plan and not just the element that appears closest to defining the reader’s role in the
conversion process. Conversion must be a collaborative process between all
involved entities if it is to be a true method of paradigmatic shift and not just a
method of coping with the transition to a post-Cold War economy. It is important
that each entity understand the needs of others involved in the conversion process.
It is also crucial that each entity understand the reason behind the other’s transition
strategies. The responsibility of the federal government, defense dependent firms,
communities and individuals goes beyond mere understanding of others priorities.
Each entity must shape its strategy to best fit into a unified conversion effort.
Individuals, for example who can recognizing that profit for the shareholders drives
the decisions of the defense dependent firm will ensure that their recommendation
for alternative products will be profitable for the firm and its shareholders. All of
the entities must recognize the opportunities that new national priorities of rebuilding
national infrastructure or improving education can bring for fulfilling their own

goals. The federal government should both welcome and encourage input from
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firms, local communities and individuals in choosing among the wide array of
choices for a new national direction. Each reader of the plan should pay close
attention to the appendices for specific models for action and a large number
contacts that will be invaluable for planning and implementing strategies for

adjustment to the post-Cold War society.
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Americare
who - wouid not give-up because they were
-fighting for their homeland:"" -ecmmnz to
ane- young professor—the' US.embargo has
made economic d.evebpmmt a. Mw lln-
poutbmts -

“And- were the Amzrlam lny d!ﬂerent
from the French? I asked. expecting at
least as much animosity toward & European
power that had colonized Vietnam for s cen-
tury, then forctbly resumed control in 19486,
even after World War I and the Japanese
had driven it out. “Yes.” renlied another of
the histortans. “France gave ul & great desl:
our educational institutions and our politi-
cal structures. America gave us nothing but
a war.” His resding of colonial history may
have been stmpiistic, but his peint was not a
careful reading of history. America had
fought to obstruct Vietnamese {ndepend-
ence. Americas had cared not at all about
Vietnam itseif, either its people ar its gov-
emment. And Americs, defeated. had cre-
ated a massive, sustained barrier to Viet-
nam’'s economic progress and devejopment.
1t may have been a onesided analysis, but
there was evidence aplenty—in conversa-
tions on the streets of Hanol, In America’s
refusal to resume diplomatic relations or let
its own citizens phone or FAX Vietnam, in
the testimonies of other nations that they
cannot engage (n full-fledged trade with
Vietnam until the US. embargo is lifted—
that (¢ was not groundless.

The professor’s comments did nm.. hovev-
er, 5top there. He added that {t was time to
put the past behind. To his obvious hitter-
pess was added a tone, partly pragmatic and
partly idealistic, of hope. The United States
and Vietoam lost a chance to work together
in 1948, at the end of Worid War II, he and
his calleagues said; they foresaw another

coveries late one afternoon. “Vietnam (s .a
poor country, isnt it.” she commented.
“Yes,” replied Judith, "bntthevaovlcmao
good. and they seem happy.”

It was as though Judith has raised the wa-
tergate. Mrs. Giap agreed: “Yes, we are
happy. We can buy things now. A few years
150, nothing was available. Now, if we have
noney, we can get anything.” She became
\nimated. ‘“We believe our government now,
>ecause we think {t's going to get better.
l'hemoretlm.emtbebeturltwm
m "

I found it a provocative conversation. Was
he just doing a PR job on a foreigner?
‘robably not. She knew Ktisten well: she
ad a tough and hardnosed side. Was she
alve? Probably so, ss all dresmers are
aive. But something has -happened ' to
waken hope (n a people buffeted for years,
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: eowven centuries, b, {oreigrr nations- playing

< and< geopolitioal
games: That hope-has spawned new kinds of
activity, new directions and new. dynamics.
Mmmmmmmmam»
ernment.
bltmmmn:mdundrm?m

-Gllblhlnnnot.AndIhnDelhe!tﬂth.

THI} 75'1'8 ANNIVERSARY - OP'

-THE NATIONAL OCEANIC AND
"ATMOSPHERIC ADMINISTRA-
TION COMMISSIONED CORPS

® Mr. BREAUX., Mr. President, Lnse
today to recognize the outstanding
contributions of the National Oceanic
and - Atmosphericc Administration
(NOAA] Commissioned Corps on the
occasion of their 75th anniversary.
Recognizing the long and distin-
guished history of the NOAA Commis-
sioned Corps, I also salute their prede-
cessor organization, the  {llustrious
U.8. Coast and Geodetic Survey Com-
missioned Corps.

During the earlfest days of this
Nation, President Thomas Jefferson.
In 1807 established a survey of the
coast to foster the main business of
this fledgling country, maritime com-
merce. Once begun, this survey of the
coast, called the U.8. Coast Survey,
became even more important to the
growth of coastal maritime: commerce

ing shipping traffic, ever more re-
sources were allocated to the survey
and, to bring additional professional

- engineering expertise into the survey,.

both Navy and Army officers were:as-
signed. As the coastal ocean. surveys

- grew in scope to cover the Atlantic,

Gulf of Mexico, and. Pacific coasts, it

was apparent that land surveys, also-

called geodetic surveys, were of in-
creasing importance and, to handle
the increased surveys, the Coast
Survey was expanded, forming the
venerable US. Coast and Geodetic
Survey (USC&GS]. Land, hydro-
graphic surveys and the new science of
oceanography became the province of
the professional USC&GS ' hydro-
graphic engineers and the military of-
ficers. assigned to UBC&QGS. During

the Spanish-American War, all Navy "
and Army officers were withdrawn.

from the US. Coast and Geodetic
Survey to support the war effort:
USC&GS continued the critical sci-
ence and survey operations using the
remaining professional hydrographic
engineers as the mainstay for the ar-
duous field and coastal survey work.
‘With the advent of American -
pation in Worid War I, the U.S. Con-
gress passed the act of May 22, .1917,
entitled the “Act. to in--
crease the commissioned and 'warrant
and enlisted strength of the Navy and
Marine Corps, and for other pur-
poses.” In this act, ““The President is
suthorized to appoint, by and with the:
advice and consent of the Senate, the
field officers of the Coast and Geodet-
ic Survey * * *”. Noting the wartime
survey and mapping requirements, the
act also authorized transfer from the
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Department of Commerce the .vessels,
equipment, stations, and personnel af
the Coast and Geodetic Survey to the

- War and Navy Departments. Thus the
"U.8. Coast and Geodetic Survey. Com-
‘misgioned Corps was forged and the
"USC&GS Commissioned . Corps has
-served this Nation well since World

War L ) .
Established under the jurisdiction of

the US. Department of Commerce,

the US. Coast and Geodetic Survey

" Commissioned Corps has undergone

several reorganizations and name
changes. Renamed the Environmental
Sciences Services Administration Com-
missioned Corps in 1965 and. again re-
named the National Oceanic and At.
mospheric Administration ([(INOAA]
Commissioned Corps in 1970, the
NOAA Commissioned Corps carries on
the proud tradition of the U.S. Coast
and Geodetic Survey Commissioned
Corps, providing professional expertise
in engineering, science and surveying
in support of this Nation’'s commerce.

NOAA Commissioned Corps officers
may be found utilizing their scientific
expertise while serving on ships of the
NOAA fleet, piloting NOAA helicop-
ters and aircraft, conducting under-
water scientific diving projects, serving
tn both the Arctic and Antarctic sci-

{n this Nation Noting the ever increas- €nce Programs and managing remote

NOAA fileld operations. On the land,

‘ont the sea and in the air, the officers
‘of " the NOAA Commissioned Corps

carry on the proud tradition estab-

lished by the U.S Coast. and Geodetic
‘Survey.

-All xncmbers ot the NOAA Commis
gloned Corps, this Nation’s smallest
military service, wear their uniforms
with confidence and pride, knowing
their accomplishments will contribute
to the continued prosperity of this
great land. At this juncture in their
long and distinguished history, [
salute the National Oceanic and At-
mospheric  Administration Commis-
sioned Corps on the 75th anniversary
of dedicated service to this Nation.e

DEFENSE TRANSITION
@ Mr. PRYOR. Mr. President, Ameri-
cans today are dealing with one of the
more radical periods of change in our
history—the end of the cold war and
the changes in the U.S. military that
go with it

Those changes have already begun,
and they have been marked by a
downsized military, shrinking defense
companies, layoffs, and devastated
communities. But today’s problems are
the tip of the iceberg, to wit:"

Thirty-four military bases will be
closed, 48 will be realigned, and more
will be announced in 1993.

Up to 350,000 defense workers will
lose their jobs each year. through
1997—that is roughly 1,000 workers a
day, or 40 workers every hour..

But with every challenge comes an
opportunity. And with leadership and
planning, these challenges can be
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spent on weapons (nto: invutmmt.s
that create ecanomic activity and jobs.

With that tn mind, Majority Lesder
MrrcEzil 2 months ago, formed a task
force, with me as its chairman, (o de-
velop a strategy for the transition
from cold war defense spending to do-
mestic necessities at a time when a re-
cessian continues and the Soviet
threat has all but disappeared. -

More simply put, the work af this
task force was based an the belief that
if we reinvest our defense cuts wisely,
we can attempt to create more jobs
than we will lose from the defense
downturn.

The task force met with moret.hm
60 experts in the last 2 months—ex-
perts from the defense industry, from
labor and business {interests, from
State and local governments, from
community leadersandfmml’edenl
agencies, .

Whatwemmeupwlthwuashurt-
term plan of action that fits into a
long-term strategy to achieve growth
and jobs. Thege are the elemen&s af
the plan:

Defense workers deserve more than a

pat on the back for years of work.in

the national defense. This element in-
volves funding for retraining, making
retraining programs work better, and
glving military men and women incen-
tives to go into public service.. L a

Second, help communities ldJu.st.
through support programs that get.re-
development funds into the communi-
ties that need it.

Third, help defense eomxnumty bud-
nesses with Small Business Adminis-
utrauon loans and ponible tax incen-

ves. .

Fourth, assist defense companjes to
grow Into new civillan markets and
create new jobs for manufacturing,
technology and marketing assistance.

- Fifth, make the $70 billion Govern-

ment research budget work as an

engine for future civilian economic

growth. Make more of the innovations S

support American civilian technology
and manufacturing needs. - .

These proposals are Invat.menu
that result in future paybacks. They
use proven, successful programs that
do not create big new bureaucracies
'And they create or promote partner-
ships between Federal, State and local
governments as well as between the
Federal Government and businesses.

We estimate that this plan will cost
$1.2 billion i{n the next year. However,
the details of any spending programs
will have to be worked out during the
weeks and months ahesd in consulta-
tion with many committees and ex-
perts. |

Sadly enough, the experts we al
ready have consulted tell us the ad-
ministration is doing. nothing to this
end. There i3 no planning, no strategy,
no leadership, a.nd asa result.. there {s
no a.ctlon. ) e
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.1 recently read in a defense pr-hlica-

Tormer Boviet Undon. It is tronic that
the agministration is doing this at the
same time it has sought to cut in haif
the $7.5 million budget of the Penta-
gon’s Office of Economic Adjustment,
and it ‘has songht to completely abol-

"ish the Commerce Department’s Eco-

nomic Development Administration.
These two OfYices are samong the few
equipped to assist communities in
making the necessary transitions I am
‘We realize we are working in a very
tough budget environment. But our
goal iz to lay a firm foundation of
strong proposals to meet the chal-

- lenges that lay ahead for America's de-

The task foroe report follows.

. U8 Sxuare,
: Weshington, DC, May 21, 1982
Dln Majoarry Lzarem Mrrcemir: Few

trends today pose greater opportumities or

dedfense transition initistives,

No planning. No strategy. Nolud:nhb.
And.uamult.no

~“Change is Needed”, wut.hemenuet.ho

Tmmmmmfmomm .

experts from the defense imdustry, labor
anions, state and local govermments and
sction gTOUPS, and Federal agencies. Re-
sgesrch: by the Qffice of Technology Assess
ment, Congressiorni. Resesrch

May 21, j942
problems facing us today will grow in the

.. yeaZs t0 come.

mmmm;mw

&d the military -comversion of me‘ ture that wes aleo s call to sction:.

Defenss cuts thet will range from 330-

' $200 billion over the next {ive years megns

up 10 350,000 defense-reiated jobs will diep-
pear annually, totalling up to 14 millon
mwum. -

Thousands of . u.&w:'ehmnn
Pentagon comtracts or m must
reorient ar reduce. -

Hundreds of American eamumuu will
sutfer as military bases and defense piants
begin to close or downsize this year,

per-
sonal and corporate debt, and the export of
U.S. manufacturing and technical know-how
AEINVESTING THE PRACT DIVIDEXD
Several themes repestedly emerged in the
testimony the Task Force recetved from out-

into the post-Cold War economy.

Mm'eebﬂdmldennnedmmm
to {focus its attention. * :

‘rneﬂnthdh!oatedmmnryanddvmm
workers who will need help reinvesting their
talents snd expert.be in productive non-de-
fense jobs.

Second are de!eme-depmdent communi-
ties that can benefit from programs to heip
them pilan for the defense downturn and to
take action that will allow tbemmmny
wmwtnmdnecum

Angd fimally, de!mse-denndm
nlu—esvedﬂlymemmlsﬂamntomsd-
sized firms—can be given incentives to reori-

programmatic reforms and a view ton.rd
long- term in
Ammmwu‘nm
Americans support investing part of the
peace dividend in programs and reform that
will build a foundstion for a stronger do-
mestic economy. The Taak Force recommen-
dations answer this call for change and a
new direction. S8ome of the recommenda-
tions are: ’
x.aam:wmwmmwm

ndpDoDmMrylnddvﬂhnanployeu
workers

Retrain defense workers 10 become pro-

- ductive in new areas

Make government worker assistance pro-
grams work bétter

Incentives for soldiers and saflors to go
into public service (education, health, etc.)
mmmmamwm
new work

I—Helpa)mmuniuakcbouad

Emphasize the importance of planning as-
sistance for defense-impacted commumities
by ‘expanding the Qffice. of .Economic Ad-
Fight Administration efforts to kill com-
munity economic recovery grants and
expand the Economic Development Admin-
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istration. which helps communities adjust
to change

- Revive SBA small business loan program
designed to help local businesses in transi-
tion

Cushion the blow to school districts near
base closings with extended Impact Aid

Review tax incentives to spark develop-
ment in defense-impacted zones.

I1T—Industrial Diversification. Economic

Growth, and Job Creation
(A) Provide Businesses with Marketing,

Manufacturing. and Technical Assistance

Help companies diversify and find new
markets through ‘‘manufacturing extension
services—similar in concept to agricultural
extension centers

Support use of advanced technologies by
businesses through Regional Technology
Alliances”

Encourage fast and flexible response for
industry transition through grants for state
and regional industrial services.

Help companies find civillan markets
abroad
(B) Invest in Technology and Research with

Long Term Clivilian Pay-offs

Fund and support long-lead research of
potential commercial technologies (activi-
ties in DoD, Commerce, NASA)

Fund dual-use research projects in DoD
that have military and commercial payoff.

Set aside more research funds to give in-
centives to small business innovation

Redirect defepse labs toward helping the
civilian econom¥

Support tax policies that encourage busi-
nesses to grow.

TRANSITION COSTS/BINEFITS

Many changes endorsed by the Task Force
have no cost. Por instance, increasing small
business research set-aside requirements
would require no new funds but would set
aside up to $500 million more for small en-
terprises. The same would hold for earmark-
ing certain national laboratory funds for in-
dustry coordinated research efforts.

Where increased funding is recommended.
sound investments to help today’s defense-
dependent human. community and industri-
al resources and will pay dividends for years
to come. Such investments today can help
set the stage for a sustained economic recov-
ery.

Although many of the Task Force recom-

mendations will need further development .

during the coming months, the Task Force
has made a preliminary cost estimate of $1.2
billion for all specific program spending ele-
ments. The Task Force plans to continue
working with the relevant Senate commit-
tees and experts to develop specific funding
recommendations. -

Finally. it should be noted that, under-
standably, many of the defense transition
programs recommended for increased fund-
ing and emphasis are located outside the
Defense Department. The Task Force is en-
couraged that many of these programs can
be funded using Defense funds for FY983
only. The process of moving this package
forward will require cooperation between
numerous committees, the Senate Republ-
can leadership and finally, the White
House.

In future years. the Task Force strongly
recommends that funding and any control
over transition programs that should be lo-
cated in non-defense agencies be transferred
to those agencies.

TOWARD THE YUTURE

This report emphasizes the need for com-
prehensive planning as we reduce our de-
fense spending. The Task Force recommen-
dations are meant to set in motion immedi-
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ate, realizable action that will lay a founda-
tion for future efforts to bend growing de-
fense transition challenges into economic
expansion and opportunities. Future de-
fense cuts, the shape of the economy.
budget law changes. and changes in political
leadership could alter the way we can deal
with transition issues.
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I. REINVESTING DEFENSE WORKERS
Summary Findings

According to the Office of Technology As-
sessment (OTA). roughly 6 million people
were employed directly or indirectly in na-
tional defense jobs in'1991. - =«

By 1995, 1.4 milllon defense employment
positions will be eliminated at a rate of up
to 350.000 per year.

Department of Defense (DoD) military
and civilian employees, Department of
Energy (DOE) nuclear weapons complex ci-
vilians, and defense industry workers will be
affected by the reductions in national de-
fense spending.

The Administration took over a year to re-
lease $150 million from FY80 DoD funds to
the Labor Department for defense worker
adjustment services (Defense Conversion
Adjustment Program—""DCA").

To date, the Labor Department has re-
leased only $22 million of the $150 million.
which will expire on September 30, 1983.

Recommendations
A. Fund Worker Adjustment for Peacetime

1. Existing Labor Funds: Continue DCA
Program by extending the current obliga-
tion of $150 million through FY 97.

2. Urge the Department of Labor to pro-
mote and implement demonstration project
grants, especially for in-house retraining by
defense firms who are seeking to diversify
or foster dual use capabilities.

3. Supplement Labor Punds: In FY 93
transfer additional funds from DoD to
Labor to be used through FY 97.

B. Job Retraining Program Improvements

1, Support the ongoing efforts to the
Senate Labor Committee to improve the
overall functioning of the basic worker re-
training program (“"EDWAA") and to ensure
its relevance to the special needs of dis-
placed defense workers.

2. Amend Title 5 s0 that EDWAA can be
extended to workers at military installations
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scheduled for closure or rea.umment ﬁ'om
60 days to 12 months. Bt

3. Require State EDWAA Mmmrs to
urge defense {irm employers to provide in-
creased communication on the status of con-
tract terminations. program curtailment.
and the end of a production line.

4. Allow States to reimburse their discre-
tionary accounts with Defense Conversion
Adjustment (DCA) funds if they have pro-
vided “Rapid Response” services to defense
workers, and in doing so. contributed to the
depletion of their discretionary accounts.

C. Re-orienting Department of Defense
Military Employees

1. Support the proposals to provide the
Secretary of Defense voluntary eariy retire-
ment authority to members having between
15 and 20 years of service.-

2. Encourage military personnel who
retire under the early retirement program
to take approved jobs in the public sector by
allowing them to increase their military
years of service credit by one year for each
year of public service up to a-total of 20
years.

3. Help military personnel get the train-
ing, education. certification, and job place-
ment which may be required for employ-
ment in critical public service jobs, such as
education. law enforcement, or medical serv-
ices. :

4. Support a one-year leave of absence
with pay for a military employee with rela-
tively few transferable skills to pursue
courses of instruction or education either
within or outside the military.

§. Provide early retirement incentives and
transition benefits for reservists.

D. Assistance for Department of Defense
Civilian Employees

1. Urge the Senate Governmental Affairs
Committee to report legislation on‘how to
provide the Department of Defense with
the necessary tools to manage the downsiz-
ing of the civilian workforce. Options to
consider include retirement incentives.
annual leave accrual as retirement service
credit. extended health insurance coverage.
expanding DoD’s Priority Place Program to
{nciude all federal agencies, and creating a
toll-free information number at OPM.

2. Direct DoD to make an inventory of
training programs within the Defense De-
partment training establishment that can
provide skill training for jobs in the civilian
economy. Upon completion. DoD should
identify which programs would be applica-
ble to non-DoD civilian employment. Au-
thorize DoD civillan employees facing sepa-
ration through a reduction-in-force or base
closing action to receive up to one year of
skill training in the Defense training estab-
lishment while still employed in DoD.

II. HELPING COMMUNTTIXS ADJUST
Summary Findings

Currently 34 bases are scheduled for clo-
sure, 48 bases will be “‘realigned”. Another
round of base closures will be announced in
1983. In addition, many defense industry
plants are suffering the effects of reduced
defense spending. The OTA estimates that
over 150 U.S. communities will be hard hit
by defense downsizing.

The Pentagon’s Office of Economic Ad-
justment (OEA) is the agency in charge of
helping communities pian for base and de-
fense plant closures. It has a staff of 17'and
a budget of $7 million.

The Bush Administration has requested
that OEA funding be cut to $4 million in FY
1993.

The Commerce Department’s Economic
Development Administration (EDA) pro-
vides "‘economic devastation” grants to help
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communities implement their economic de-
velopment plans.

TthDAhubemuneted!orurmmt-
tion by the White House since 1881. The
White House slowed the relesse of $50 imil-
lon from FYSJ DoD funds to EDA until
February 1892 As a result, anly $100,000 in
EDA funds have actually reached impacted
communities to date.

Although few dallars have reached the

A. Office of BEconomic Adjustment (OEA)

1. Increase OEA staff levels and grant au-
thority for community assistance coordina-
tion and planning grant administration,

B. Economic Development Administration
(EDA) . .

1. Exiating EDA Punds: Extend through
FY 97 the sperxing suthority an the cur-
rent $50 million schedule to expire on Sep-
tember 30, 1903,

4. Require EDA to streamline the applica-
tion process and press for better coordina-
the Office of Economic Adjust-
in making the transition from plan-
to implementation assistance for af-

D. Department of Education

1. Direct the Secretary of Education {n
conjunction with the Secretary of Defense
to report annually on school districts which
will be tmpacted by military base
closings, realignments, and redeployments.

2. Impact Ald Grants 1o School Districts:
Allow needy school districts tmpeacted by
base closings to receive an additional year of
ohased-out funding. This would be accom-
olished by allowing payments under Section
} of Public Law 81-874. the Impact Ald Pro-
ram, to be based on prior year data in cal-
rulating the farmulas for distribution of

E. Tax Incentives for Community Growth
L. Urge review of various tax incentives to
timulate economic activity in geographic
reas hit hardest by the reduction of USB.
lefense spending Tax tncentives should
arget relief for problems caused by worker
isplacement due to cancellation of govern-

izing, base clomings, end force reductfons.
lowever, more tmportantly, these tax in-
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centives should encourage long-term eco-
nomic growth.
P. Environmental Restoration at Base
Qloaings

L Encourage joint periodic reviews by the
Benste Armed Services

Senate
Public Works on the bsse closing policies
and regulations of DoD's Defense Environ-
mental Restoration Program. These reviews
would monitor the important funding and
regulatory issves that will affect base clos-
ing communities, in an sttempt to acceler-
ite environmental clean-up enmme rapid
public use of closed military instaliations.

1. INGUSTRIAL TRANSITION, ECONOMIC
GROWTH, AND JOB CREATION

A Ingustrial Transition and Assistance
Summary Findings
Based on some estimates, DoD outlays for
goods and services could decline by as much
a8 48% over the period 1983-2001.
Many defense tirms must diversify into
commercial markets and become less de-

{enge-dependent to survive.
Small and medium sized defense firms

1. Pund Regional and State Manufactur-
ing Extension Services: Ease the transition
of defense firms into new markets and bring
the overall level of UB. manufacturing

son assisting zmall and medium
sized {irms. '

DoC Manufacturing Technology

DoC SBtate Technology Extension Pro-
gram (STEP).

Do Man

ters. Fund regional efforts devoted to ap-
plied R&D, specialized training, market re-
lnrch.m export promotion, and testbed facil-
3. Provide DoC Grants for Regianal and
State Industrial Services Programg Pro-

mote & Quick and flexible respanse to the
transitional needs of defense and other in-

Help defense and non-defense fhrms tap new

dvnhnmrkeumbymmguddl

tional funding and technical assistance.

Increase tundlnc for UB. Poreign and

Commercial Service.

Increase funding for the Trade and Devel-
Program.

opment

5. Amend DoD Recoupment Policy: En-
courage defemse flrms 10 diversify and
achieve & payoff for the commercial econo-
my on defense R&D, by revising the policy
requiring recoupment of R&D money spent
on military teehnologies that are commer-

B. Investment in Growth Technologies_
Summary Pindings
Over the long run, investment in economie
growth is the only complete solution.to
mammmm—naumm
nomic ehanges. / B
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The U.A. governm. 1t spends approximate-
ly $70 billion annually an R&D, over sty
mdniorddmmhnw
centage of GNP, the US. spends anty two-
thirds the amount an non-defense R&R as
the Japanese snd the Germans,

productivity, prodoct tmnovation, and lead-
ership in industries with s high multiptier
effect for the economy, all of which create
higher wages.

Achjeving these factors depends {n large
part on developing and applying critical
technologies which underiie emerging in-
dustrtes with high muitiplier effects,

Because of the sigrificant technical risks
and flnancial barriers involved, individusal
companijes are either unwilling or unable to
successfully develop many of these critical
technologies.

It will be necessary far the government to
act as a catalyst as well as & backer {n some
cases, of US. industries’ efforts to develop
and lead in the application aof critical tech-

nologies.
Recommendations
1. Critical Technology Partnerships with
Industry: Vie for leaderszhip in the indus-
tries of the 2ist century and create R&D
opportunities far defense and non-defense

Pund Defense Advanced Research
Projects Agency (DARPA) Dual-Use Part-
perships with Industry.

Support Ongoing Civilian Aerospace R&D
Partnerships in NASA.

Initiate National Environmental Technol-
ogies Agency (NETA) to Pund Grants for
Environmental R&D.

2. Emphasize Dual Use in DoD R&D:
Within the DoD R&D budget, set aside ad-
ditional funds for projects that meet signifi-
cant defense needs and that have a poten-
tial for application in the civillan sector.
Such projects would inciude environmental
cleanup, energy efficiency, transportation,
computer and communications teehnology,
and others.

3. Increase 8mall Business Innovation and
Research (8BIR) Punding: Capitalize on the
resourcefulness of amall U.S. companies and
increase opportunities in key emerging in-
dustries by increasing the set-aside for R&D
matching grants to small firms. Focus
gTEnts on critical technologies with highest

potential,

war is over.

National

misxion & study to examine what role the

defense labs zhould fill now that the cold

war is over, and how the labs can best fill

this role.

5. Pund AgileTech: Help establish US.
acturing by funding the

logically
tension of this tax credit for research and
development expenditures. .
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Privide Grants for Mamufacturing Edoca-
tion and High Skills Retraining: Insure US.
industry's access to the best scientista, engi-
neera, and managers, through funding of
manufacturing education programs admiris-
tered by the DoD and NSP. FPund NSP ad-
ministered retraining programs to high skill
former defense {ndustry empioyees making
the transition 0 commercial industry.

8. Extend the Employer-Provided Educa-
tional Assistance Tax Credit: Extend this
provision to encourage businesses to cantin-
ually tnvest 1n upgraded skills for theiwr em-
ployees.

BACEGROUND OoN RECOMMENDATIONS—SENATE
Tasr Forcr on Derrese TRANSITTOR, MAY
21, 1992

1. REINVESTING DIFENSE WORKIRS

According to the Office of Technology As-
sessment (OTA). in 1881 about 8 million
people were employed in defense-related
jobs in the private defense industry and
DoD uniform and civilian positions. By
1895, as many as 1.4 million defense-related
jobs will be iost at a rate of about 350,000
jobs per year.

A. Fupd Job Retraining for Peacetime
Recommendations

1. Existing Labor Punds: Continue DCA
Program by extending the current obliga-
tion of $150 million through FY 87.

2. Urge the Department of Labor to pro-
mote and implement demonstration project
grants. especially for in-house retraining by
defense firms who are seeking to diversify
or foster dual use capabilities.

3. Supplement Labor Funds In FPY 93,
transfer additional funds from DOD to
Labor to be used through FY $7.

Pindings

The Defense Authorization Bl of 1890
provided the "EDWAA™ program with $150
millfon in Department of Defense (DaD)
funds earmarked for adjustment services to
displaced defense workers. The Administra-
tion delayed the transfer af $150 million in
DoD funds and the money did not reach the
Department of Labor (DoL) until July, 1881,
@ months after authorization. Another 3
months passed before DOL guidelines were
in place. During this one year delay, tens af
thousands of defense-related jobs were lost,
causing the Department of Labor to expend
over $37 milion for needed assistance to dis-
placed. defense workers. This lmited the
EDWAA resources that were available for
assisting non-defense workerz hit hard by
the current recession.

Currently, the $150 million in DoD funds
will expire at the end of Flscal Year 1993.
As of May 20, 1992, displaced defense wark-
ers seeking FDWAA services had received a
mere $22 million of the $150 million ear-
marked DoD funds. Should September 30,
1983 arrive before the $150 million s ex-
pended, the remaining funds would be re-
turned to the US. Treasury rather than
reaching the defense workers needing assist-
ance. Due to the delay in the transfer of
funds, an extension on the date of expira-
tion for these funds would be appropriate.

The OTA estimates that the $150 milllon
will provide support for s considerable
number of defense workers needing assist-
ance, but that additional funds will be nec-
esSaAry to properly satisfy the full scope af
defense reductions. Determining proper
funding levels for assisting displaced de-
fense workers remains uncertain, bazed on
the difficulty of predicting future U.S. eco-
nomic conditions and retraining demands.
An improving economy would help to ease
the transgition for dispiaced defense workers.
However, a continuing recesgion would ip-
crease the demands for EDWAA services,
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thus requiring a grester funding-contribo-
tion. This soggests that. & suppiement in

Supplemental EDWAA funds sbuuld be ac-
companied by report language that urges a
prompt transfer {rom DaD to DoL. In add!-
tion. Congress should monitor the rate of
spending of such funds to determine if dis-
Placed defense wurkers are being properly
assisted during the transition.

The Department of Labor has set aside
$15 million of the transferred $150 million
for Demonstration Project grants. Such
grants would attempt to promote fmmovative
worker assistance project Guidelines for
proposals for demomstration project grants
were not circulated by the Department of
Labor until Apni 28, 1982, and no such
grants have been spproved to date. Demon-
stration project grants would allow entities
outside the Dol such as State governmentas,
local governments. or private firms to initl-
ate creative worker assistance programs.
Constructive use of these grants would in-
ctude in-house retramming by defense firms

who seek to retatn thetr current workroreer

during diversification.
B. Job Retraining program Improvements
Recommendagtions

1. Suppart the ongoing efforts of the
Senate Labor Committee to improve the
overall functioning of JTPA and to ensure
its relevance to the special need of displaced
defense workers. )

Pindings.

The Task Force was [nformed at the April
8, 1892 briefing entftied "Private Sector Re-
training Issues’’ that there are some signifi-
cant problems with existing JTPA programs
for dislocated workers. It was stated that
these diverse probiems are being reviewed
by the Senate Committee on Labor and
Human Resources. This Comemittee is study-
ing ways to strengthen JTPA, in the hopes
of making this program work better for all
workers, inctuding defense employees. The
Task Porce understands that their efforts
inciude & re-exammation of our overall ap-
proach to displaced worker policy, perhaps
in the context of the North American Free
Trade Agreement. In the course of that
effort, the Committtee an Labar and Human
Resources will seek to ensure that future

' improvements in JTPA take account of the

special needs of displaced defense waorkers.
Recommendatiors

2. Amend Title § 30 that JTPA can be ex-
tended to workers at military installations
scheduled for ciosure or realignment from
60 days to 12 months.

3. Require State EDWAA Managers to
urge defense firm employers to provide in-
creased communication on the status of con-
tract terminations, program curtailment,
and the end of a production line.

Pindings

In 1990, the Base Closure and Rulian
ment Commission announced that 34 mili-
tary installations would clase and 48 would
be realigned by 1895 Another round of base
closings will be armounced {n 1993 It has
been estimated hat 40,000 civilan DoD em-
ployees will lose jobs as a resuit of base clos-
ings and realignments. A sigrrificant oumber
of these employees will regquire retraining
anad other EDWAA asgistance.

The advance notification by the Base Clo-
sure Commission provides many DoD em-
ployees with the nowiedge that their jobs
will be terminated often 2 t0 3 years before
a military base closes. However, currently
DoDD employees cannot receive EDWAA as-
sistance until after they receive s RIP (re-
duction in force) notice. This notification
takes place 60 days before a milftary tnstal-
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Iation closes. An extension of the eligibiity
date thit base empioyees CaD reeeive
EDWAA aszistanee would make these sery-
ices more proactive to those needing asyist-
ance and will capitalize on the opportunfty
created by the advance of base
closure decisions. In addition. early access to
JTPA assistance will increase an individual's
reemployment possibilities and help to
reduce the costly and unplessant scenario of
unempioyment.

In the case of worker displacement caused
by contract terminations, program curtail-
ments, or the end of & production run. the
Worker Adfustment and Retraining Notifi-
cation (WARN) Act requires 80 days notice
before layoff, although loopholes in the law
make tts coverage imcomplete. Ideally, work-
ers who receive WARN notices can begin re-
cetving EDWAA services at that time, if the
states are prepared to provide rapid re-
sponse services. Due to the relative uncer-
tainty of defense mdustry reductions, pro-
viding proactive asxistance to displaced de-
fense workers is more difficult. However,
when defense plant managers should be no-
tified at the earliest possible date so they
can begin providing rapid response services
to displaced employees.

Recommendation

4. Allow States to reimburse their discre-
tionary sccounts with Defense Conversian
Adjustment (DCA) funds #f they have pro-
vided “Rapid Response”™ services to defense
workers, and in doing so. contributed to the
depletian of their discretionary accounts.

Findirps

Anhough the DoL Indicates that rapid re-
spanse 18 encouraged at the state level, car-
rent Labor policies are disabling and restric-
tive in this ares. At the April 8 1992 Task
Porce briefing entitled, “Private Sector
training Issues™, the Tazk Porce

rapid response expendiiures specific to de-
fense worker assistance. The OTA report
states that, ““delays in (EDWAA) services
are aggravated by the DOL rule that pre-
vents state and local agencies {rom paymng
for (rapid response) services up f{ront with
their cwn money and then getting reim-

step i{n assisting displaced workers. To en-
courage proactive rapid response services,
states should be reimbursed with federal
DCA funds for defense-reiated rapid re-

spounse expenditures.

C. Re-orfenting Department of Defense
Military Employees

By the end of tiscal year 1997, the Depart-
ment 0of Defense (DoD) expects to have re-
dueed the size of the active duty military by
25 percemt or neariy 550,000 positions.
During fiscal years 1992-1883, over 238,000
of these reductions will occur. The Adminis-
tration has also proposed making massive
cuts in the National Guard and Reserve
components by the end of {iscal year 1893.

To reduce the size of the military services
in the past, large numbers of draftees were
demobilized. Today. the situation is differ-
ent because we have an all-volunteer force.
To help ease the burdea on those who must
leave the service through no fsult of their
own, Congress has enacted s safety net of
pay and benefits for military members
having less than 15 years of service. In this
Congress, propasals are being considered to
heln smooth the reductions of senior offl
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cers'and noncommissioned officers with .18
to 20 years of service and to encourage sepa-
rating military personnel to pursue puhlic
service jobs. These programs will be tempo-

The final briefing of the Worker/Commu-
nity Group focused on ‘“Preparing- Military
Personnel for a Civilian Setting.” A staff
member from the Senate Armed Services
Committee described the current benefit
programs available to separating military
personnel and new proposals to achieve bal-
anced reductions in the military. An official
from the Department of Labor described
the Transition Assistance Program which
provides job search assistance to active duty
members scheduled for separation. Finally,
a Florida education official described a plan
the State has developed to help place ex-
military in jobs which may require provi-
sional . certification or courses for fobs in
regulated industries. .

Recommendation R

1 Support proposals to provide the Secre- -

tary of Defense voluntary early retirement
authority to members mmnz between 15
and 20 years of service. .
. Findings
Congress has provided DoD with »a
number of tools to plan for the military
downsizing and minimize the impact of in-
voluntary separations. In the National De-
fense Authorization Act for Fiscal Years
1992 and 1993, separation pay and voluntary
separation incentives were enacted to ease
the burdens on those who leave the military
with less than 15 years of service, The
Chairman of the Senate Armed Services
Committee gave a speech on the Senate
floor on February 6, 1992 in which he pro-
posed giving the Secretary of Defense au-
thority to offer early retirement to military
personnel having between 15 and 20 years of
service. This. early retirement authority,
available only to members in surplus siiil
categories, would help reduce the number of
senior officers and noncommissioned offi-
cers in a compassionate and balanced
manner. Individuals who retire under this
authority would be eligible for immediate
retired pay. - -
: - Recommendation
2. Encourage military personnel who
retire under the early retirement program
to take approved jobs in the public sector by
allowing them to increase their military
years of service credit by one year for each
yearotpubucserﬂeeupwuwmolzo
years.
N Pindings
Miliary personnel who will leave the serv-
ice over the next five years represent an
enormous pool of talent. These highly
trained and well qualified people could fill
critical jobs in our communities in a number
of occupations—teachers, law enforcement
officials, health care professionals, and com-
munity service positions. These retirees who
won the Cold War could now redirect thetr
talents and help solve many of our Nation's
pressing problems while e-.rnins credit
toward higher retirement pay. -
Recommendation
3. Help military personnel get the train-
ing, education. certification, and job place-
ment which may be required for employ-
ment in critical public service jobs, such as
eti“;cadon. law enforcement, or medical serv-

e . R

' Pindings -
Mmu.ry employeu leaving the mvlcel to
{fll critical publio service jobs may need ad-
ditional training. Some training for.critical
jobs can-be provided through the military,
while other training must be done through
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- civilian institutions and programs. The Task

Force encourages states and localities to co-
operate with DoD to enable these individ-
uals to make a smooth transition into public
service jobs .

4. Support a one-year leave of absence
with pay for a military employee with rela-
tively few transferable skills to pursue
courses of instruction or education either
wit.hln or outside the military.

Findings

Currently, the Montgomery GI bill pro-
vides benefits which are available to mili-

‘tary personnel for post-service education.

This educational leave of absence would
enable active duty military members to take
educational leave to prepare for critical ci-
villan jobs This proposal would help mili-
tary members prepare for new careers
betore becoming dislocated.

- " 7 Recommendation

5. Provide early retirement incentives and
transition benefits for reservists,

Findings

By the end of fiscal year 1993, DoD plans
to reduce the strength and force of the Na-
tional Guard and Reserve components by 18
percent. If these cuts are approved by Con-
gress, at least 185,000 people will be released
from the Selected Reserve.

.The Task Force supports & transition plan
which ensures a safety net of benefits to
personnel in the Selected Reserves who
must leave because of the downsizing of the
National Guard and Reserve components.
These proposed benefits are consistent with
programs aiready authorized or being pro-
posed for active duty. -

D Assistance for Department of Defense

- Civilian Emplovees

1. Urge the S8enate Governmental Affairs
Committee to report legislation on how to
provide the Department of Defense with
the necessary tools to manage the downsiz-
ing of the civillan workforce. Options to
consider include retirement incentives,
annual leave accrual .as retirement service
credit, extendeq health insurance coverage,
expanding DoD’s Priority Placement Pro-
gram to {nclude all federal agencies, and cre-
ating & toll-free information number at
OPM. This effort should be coordinated
with the Senate Armed Services Committee.

Findings

While the Department of Defense is care-
fully planning and managing military force
reductions, there does not appear to be &
similar effort for civilian employees. There-
fore, the Task Force believes that the De-
partment of Defense needs special tools to
ma.nm‘ the downsizing. of the civiua.n work-

orce.

According ‘to the General Awoundnz
Office, DoD expects to reduce its total civil-
ian workforce by 20 percent or 229,000 posi-
tions by the end of fiscal year 1997. 87.000
pogitions will be -eliminated during fiscal
years 1992-1983. 40,000 jobs will be abol-
ished as a resuit of base closures and rea-
lignments. While these numbers are signifi-
cant, the actual number of i{ndividuals who
leave voluntarily or involuntarily will
depend on how DoD plans and manages ci-
vilian workforce reductions.

-On September. 28, 1991, three members of

. the Senate Governmental Affairs Commit-

tee, Chairman John Glenn, Senator Sam
Nunn..and Senator .David Pryor, wrote De-
fense Secretary Cheney inquiring about the
Department of Defense’s plans for reducing
the civilian - workforce. This action was
prompted by the previousiy approved safety
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net of benefits (Voluntary Separation In-
centive and Special Separation Benefit) for
separating military personnel provided (n
the National Defense Authorization Act for
Fiscal Years 1992 and 1993. Six weeks later,
8 DoD official responded, “Our (DoD's)
strategy for reducing the workforce is to en-

courage voluntary sitrition ®* **° using cre-
ative out-placement efforts. such as job fairs
and fob clubs ° * ° and the *'* * Defense

Outplacement Referral System.”

The first briefing for the Task Force's
Worker/Community Group on April 6, fo-
cused on ‘Displaced Defense Workers:
Transition Issues.” The General Accounting
Office told the members that DoD will not
be able to maintain s balanced civilian work-
force by following its current approach to
civilian force reductions—voluntary attri-
tion, retirements. and a partial hiring
freeze. GAO also believes that DoD will not
reach the required personnel reductions
without handing out RIF (Reduction-in-
Force) notices. GAO also has concerns
about the future of the DoD civilian work-
force. Various service officials interviewed
by GAO believe that DoD'’s approach to ci-
vilian reductions will create future skiil {m-
balances, an aging workf{oree, 8 gap in expe-
rience levels, and & “hollowed” force.

The Federal Managers Association, in its
presentation to the Task Force, emphasized
that DoD must establish s master plan for
“rightsizing” the Defense Department and
institute some innovative measures, espe-
cially voluntary separation incentives for
DoD civilians. FMA believes such incentives
will enable DoD to better manage the com-
position of its workforce and reduce. the
number of forced separations.

The American Federation of Government
Employees,. AFL-CIO, represents over
700,000 federal employees, one-third of
whom work for DoD. AFGE presented s
number of proposals to the Task Force to
help DoD civilians through the downsizing.
AFGE advocated a safety net of transitional
assistance inciuding a six-month salary
bonus to .  retirement-eligible employees,
early-out retirement incentives at installa-
tions affected by base closures and realign-
ments, extension of FPederal health benefits
coverage for one year, and elimination of
contracting out in DoD until downsizing is
completed. To create jobs for DoD disiocat-
ed workers, AFGE recommended enhancing
relocation assistance, extending the Priority
Placement Program. and funding and man-
dating the environmental restoration of de-
fense facilities..

Because of the genera] state of the econo-
my, the overall reduction in defense-related
jobs, and the decline in the acceptance rate
of DoD employees eligible for early retire-
ment from 18 percent to 5 percent, DoD
needs to carefully pian for reducing civilian
personnel 50 as to minimire the hardships”
on civilian employees and their families.

The Task Force has also been alerted to
the changes occurring in the Department of
Energy (DOE) weapons complex. Several
DOE facilities will be closing, thousands of
jobs will be loss, and communities will be
impacted as a resuit of reduced nuclear
weapons requirements. The unique needs of
the DOE workforce must be recognized and
appropriate assistance provided to these
workers and affected communities during
the transition from nuclear weapons pro-
duction to environmental rutondon in the
DOEwupomcomplex. - o -

sztctDthomm:nlnventoryn!
training programs within the Defense De-
partment mml.n: establishment that ‘can =
provide skills training for jobs in the civilian
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. Upon compietian, DaD should

identify- which programs would be appiiea--

ble W pon-DaD civilian employment. Au-

thorize DoD civilian employees {acing »epa-

ration through a reduction in force or base

closing action to receive up to one year of

skill training in the Defense training estab-

Ushment while still employed in DoD.
Findings

According to the OTA report, “The armed
forces are the single largest trainer {n the
United States.” Basic training, spectaity
training, and on-the-fob training prepare
soldiers for a vwariety of military occupa-
tons. Many military occupations have
direct civilian appilication such as electrical
maintenance, computer operation. afr traf-
fic controlling, financial mansgement, fire-
fighting, and medical assistanee. OTA notes
that even some combat occupetions have
skills that are transferable to eivilian fobs
such as haoist operators and survey techni-
cians.

Currently, the Department of Defense
does not have a comprehensive {nventory of
capahilities for {n-house training that might
be transferred to the clvillan sector. Such
an inventory and survey of potential civilian
applcations would be helpful In providing
DoD ctvilians with an opportunity to receive
up to one year of tn-house training or re-
training while stil! employed in DeoD. This
would enable civillans whose fobs end to
make & samoother transition into non-DaD
employment.

. HELPING COMMUNITIES ADJUST
A Oifice of Bconomic Adjustmrent (OEA)
Recommendetion -

1. Increase OEA staff levels and grant so-
thority for community assistance coordina-
tion and planning grant administration.

Pindings . .

DoD’s Office of Economic Adjusunent
(OEA) {s useful {n providing communities
with technical assistance and economic de-
velopment planning granta. In addition, this
office fs responsihle for coordinating a Fed-
eral response to community disruption
caused by military reductions.

Through research, briefings, and contact
with local communities, the Task Force was
fnformed that OEA is a useful and compe-

tent offlce. However, additional resources .

would be helptul in allowing OEA to better
focus {ts vital planning function. In FY

1892, OEA was budgeted $7.5 million. Due to -

8 lack of foresight (n planning, the Adminis-
tration’s FY 1983 budget request for OEA is
$4 million. This figure should be increased
significantly tn FY 1993 Defense Authoriza-
tion and Appropriation bills. The OTA sug-
gests that the greatest demand for govern-
ment assistance during the defense redue-
tiong will take place during FY 1893, There-
fore, the important planning and agency co-
ordination function of the OEA must be exm-
phasized through increased funding levels.
These funds would reinforce OEA's roje in
“helping communities to help themselves”
by increaxing OEA staff and grant authority
to better assist in ecordinating community

planning.

In January of 1892, this small Pentagon
office, consisting of 17 professional staff,
was providing assistance to over 100 commu-
nities nationwide. An inerease in OEA staff
for community planning assistance would
allow thia affice to become more proactive
in providing important planning. assistance
toward economic development. In addition,
targeted OEA regional offices could be opex-
ated to allow staff to respond quickly to and
interact more frequently with aifected com-
munities. Regional affices, {f established,
should not hinder the grant administraiion
process.
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- Inevitably, the pace snd scope of 8- com-

moaity’s' eeonomic rebound will be deter--

mined by the success (or faflure) of the
QEA's ability to assist communities with the
important function of developmental plan-
ning. In FY 1992, QEA will administer $5

creased to allow the ORA more flexibility in
providing important commumnity planning
asgistance.

B. Economic Development Adunmst.mticm
(EDA)

To complete the full cycle af !edera.l as-
sistance to distressed cammunities, the serv-
fces provided by the Commerce Depart-
ment's Economic Development Administra-
tion (EDA) are essential. Whereas, the QEA
helps. communities to formulate a compre-
hensive rebound plan, the EDA ia responsi-
ble for funding implementation projects.
such as architectural and ut{lity renovation
and overall industrial development. )

In the 1970°s, EDA provided an average of
$3.5 milllon (tn 1991 dollars) for each de-
fense-related project assisted. This figure is
ndicative of the strong federal role in eco-
nomic development (n the 1870°s. During
the current defense reductions, the need for
simflar resolve among federal programs
ghould be antictpated and promoted. Unfar-
tunately, opon reviewing the Economic De-
velopment Administration, the Task Force
conctudes that thig affice {2 indicative of the
current Administration’s bhands-aff ap-
proach toward economic recovery.

TheTukFomnowamut.thDAhu
not been tncluded (n & Pregident’s budget re-
quest since PY 1881, nor was it included In
President Bush‘s PY 1993 budget. Contin-
uwed appropriations by the Congress has
kept thiz office open and operational to
date. The current Administration, however,
did begin to promise federal funds to eco-
nomically dlstrwsed cum.mtmmes mrller
thiz year.

The current Admtnistntion s unblsulty

tainty (1881- lool)hnma.de this office pain-
fully unequipped ta successfuily handle
even a remote portion of the upcoming com-
munity projects. With an annual budget of
merely $12 million for this effort, the EDA
will face an overflow of demand from dis-
ressed communities that wit’ seek !:DA
funds to stimulate economic recovery. -
1. Existing EDA Pundc Extend t.hro\uh
FY 87 the spending antharity on the cur-
rent“ﬂmﬂnonnhedubdloe:pmmsep
tember 30, 1993
2. Supplement EDA m ‘In- FY 9&
‘transfer additional funds from DoD to Cam-
mlumﬁ.mmrouhﬂﬂ. L
Findinga
mmmmmmmot
thetbammm"lmmbtm&to

S SRR N

millton will expire at the end of FY 1903. In-
creasing; demand for- EDA - services' should
ensure that these {onds sre rapidly expend-
ed, although an extension of the expiration
date would ensure that the funds are fully
distributed.

o= =
~=»S§7251
Needless to say, if the President’s budget
Tequest {0 kill the EDA s approved. this
‘would bring an abrupt end to mumerous con-
structive community assistance programs
that will require EDA’s implementstion as-
sistance. Furthermore, the Task Porce nates
that the EDA & the only government
agency currently capable of providing com-
munities with economic devastation assist-
ance. Ax g result, cwrrent EDA funding
levels appropriated by the Congress would
be grossly tnadequate for providing neces-
sary asgistance to communities suffering
fraom defense and non-defense related eco-
nomtr devastation. The Task Forece there-
fore strongly supports supplementing EDA
funds for defense conversion assistance.
This should take place through a transfer
of DoD fiscal year 1993 fumds snd by in- -
creasing EDA’s future funding levels. These
funds would allow the EDA to better meet
the needs of communities formerty depend-
ent on defense spending. In addition. these
actiona would be consistent with the Task
Foree's directive of promoting )ob creation
thmncheemmnlc development. 4
‘ " Recommendations )

3. mmgpwmmﬁxm
endorses the mission of the Economie De-

be directed to darify and support EDA's
long-terma misxion of providing sapport for
distressed communities and promotng eco-
nomic development. . - -- 77 7
LReqmreEDAtomumnneme applica-
tion process and press far better coordina-
tion with the Office of Economic Adiust-
ment in making the transition from plan-
‘ning to tmplementation uxisr.mce for. af-

’Wmmda. T T

STy L. m )‘1 ~

lertmem. ol Commerce ltu! hxve
madm:!:DAbunott.uedeonsmxcdn
policy reform since the office fafled to re-
ceive - the full backing of the Executive
Branch in 1881. In short, EDA'S policies
need to be brought into the 1980°s, by con-
‘centrating more on effective ‘commumity
programs to help local businesses xnd com-
munities grow. As s result, constructive re-
shaping of EDA polictes 5 necessary, so
they might detter reflect current and future
needs. In addition, the insecure nature of
EDA's annual battle for survival has hin-
dered the affice’s ability to maintain a fully
effective workfaorce. As the demand for eco-
nomic development assistance rapidly -
cresses mationwide, 1t i imperative that the
President clearly defines EDAS role and
function. This is necessary to ensure that

that applying for and recetving EDA fund-
ing s a difficult and lengthy process.
Months, or even years, can pass before a
community actually receives = grant. To
date, sithough commumities have sought
over $23 milllon in FDA funding, only
$100,000 Mave been distributed: The EDA
should strive to streamilirre the grant appli-

€. Sl Business Administration (SBA}

1. Preferred Loans to Defense Pirms: Pro-
vide direet, low interest rate loans to smsall
businesses adversely affected by base clos-
tngs or contract termimations.
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their group health plan at their awn ex-
pense, the reality for many displaced em-
ployees is that they will not have the money
to pay for continued coverage.

Defense cuts also pose a significant prob-
lem for military retirees who live in commu-
nities where bases are scheduled to close.
Retirees and their families lose & major ben-
efit—access to local base hospitals, clinics,
and pharmacies. Consequently, they will be
forced to turn to CHAMPUS or Medicare
both of which require cost-sharing.

To deal with the urgent, immediate needs
of those impacted by defense cuts, Congress
should consider encouraging the Depart-
ment of Defense to provide military retirees
in base closure areas with alternative health
care options which are both accessible and
affordable. In addition, Congress should ex-
plore the possibility of assisting the numer-
ous defense industry employees who lose
their jobs because of defense reductions,
and as a result, lose access to their heaith
care coverage.

Overall, the Task Force believes that the
need for quality, affordable health care for
dislocated defense workers as well as for all
Americans would best be achieved through
comprehensive health care reform.

2. Property Disposal

For many years, the General Services Ad-
ministration (GSA) was operating numerous
defense-related property disposal programs,
including programs to remove DoD property
from a military Installation after a base
closes. However, due to a policy change in
1988, the Department of Defense began con-
trolling the property disposal programs for
closing military bases. The responsibility for
removing and disposing of base property
was delegated to the various Armed Serv-
ices.

The Task Force was cautioned about a
growing concern among local communities
regarding Department of Defense property
disposal policies at closing military installa-
tions. The Congress should review the poli-
cies surrounding base property disposal. {n
an attempt to monitor and expedite the dis-
tribution process of former base property.

I11. INDUSTRIAL TRANSITION, ECONOMIC
GROWTRH, AND JOB CREATION

A. Industrial Transition and Assistance

According to estimates of the Brookings
Institution, DoD outlays for goods and serv-
ices will decline over the period FY1992-
FY2001 by as much as 48%. The Adminis-
tration’'s own budget figures project a de-
cline of 25% in these outlays over the period
FY02-97. Because the Defense Department
does not maintain comprehensive records of
subcontractors, it is impossible to say jfust
how many firms will be impacted, but it will
be many thousand If not tens of thousands.

Some large, prime defense contractors are
adopting strategies to survive lowered de-
fense spending by down-sizing their oper-
ations. Some are trying to increase non-mili-
tary sales to branches of government other
than the DoD. Large prime contractors are
less suited for diversification into new com-
mercial markets than the smaller primes
and subcontractor, though, and as such
they are less likely to pursue this strategy
on a large scale.

Recommendation
1. Fund Regional and State Manufacturing
_ Extension Services.:

Facilitate the transition of defense firms

into new markets and bring the overall level

of U.S. manufacturing technology up to
world class standards through support of

manufacturing extension programs assxstlng.

smail and medium sized {irms.

CONGRESSIONAL RECORD —SENATE-

- Pindings : T~

Many small defense prime contractors and
subcontractors—which account for approxi-

mately one-third of DoD purchases—are °

more likely than large prime contractors ta
already have commercial customers, and are
more capable of diversifying into commer-
cial markets since the equipment, processes,
and labor force used to produce items for
the military are often the same as those
used for commercial production. .
Nevertheless, small defense firms particu-
larly need assistance with sales and market-
ing if they are to successfully diversify into
new commercial markets. Moreover, the
productivity and competitiveness of small
and medium sized defense and non-defense
firms could be greatly enhanced if they

became familiar with and implemented best.

manufacturing practices and up to date, off-
the-shelf technologies.

The United States has over 355,000 of
these small and medium - manufacturing
firms (SMEs) with 500 or fewer employees
each. They employ 8 to 10 million workers,
account for more than half of manufactur-
ing value-added in the U.S., and they are
the heart of the subtier firms that support
defense prime contractors. Nevertheless,
SME:s {n general lag in the adoption of ad-
vanced manufacturing. technology, broadly
defined-equipment, worker training, .shop
floor organization, quality, etc. .

One way to address these needs is Lhmuzh
support of manufacturing extension centers.
These centers operate on a model analogous
to that of agricultural extension programs
which assist farmers with improved agricul-
tural production methods. The U.S. current-
ly spends less than $100 million per year on
manufacturing extension ($20 mm federal),
compared to $1.1 billion on agricultural ex-
tension. The Germans and the Japanese on
the other had, invest heavily in these serv-
ices for their industries. Japan has a public
network of 170 manufacturing support cen-
ters (kohsetsushi) which employ 7,000 em-
ployees and receive $500 million per year in
federal funding.

Manufacturing extension prozra.ms hsve
been endorsed by several OTA reports, the
Competitiveness Policy Council, the Council
on Competitiveness, the National Academy
of Sciences.and a number o! lndustry as80-
ciations.

Recommeudatiom

DoC Manufacturing Technology Center

Two manufacturing extension programs
are currently operated by the National In-
stitutes - of Standards' and Technology
(NIST), a unit of the Commerce Depart-
ment’'s Technology Administration. First
are the Manufacturing Technology Centers
of MTCs. These centers reach out to small
and medium-sized manufacturers, -help
them modernize equipment and manufac-
turing practices, and thus help them in-
crease productivity and retain jobs. NIST
currently supports five MTCs in Ohio, New
York, South Carolina, Michigan, .and
Kansas, and FY 1992 appropriations will
allow the creation of new additional centers.
MTCS operate with an annual budget of $8
million each and are funded jointly by NIST
and the applicant, usually a nonprofit cor-
poration affiliated with a state government
or university. Centers are selected through
a competitive process. An expanded number
of centers, and closer links with existing
state extension activities, could reach sig-
nificantly more of the natifon’s small mn.nu-
facturers and help retain jobs.

The Task Force esupprota expa.nsion of

this program.
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oo Recommendation
DOC State Technology Extension Program
(STEP) - -

Another Department of Commerce manu-
facturing extension service program is the
NIST State Technology Extension Program
(STEP). STEP helps state governments im-
prove the coordination and effectiveness of
their technology and manufacturing exten-
sion programs. STEP does this by providing
small planning grants to the states through
& competitive awards process and by holding
workshops and related activities to share in-
formation among state governments. STEP
currently operates on a very low budget—
$1.3 million per year.

The Task Force recommends thnt funding
for this program be expanded. -

Recommendation -

B DoD Manufacturing Extension Program

A DoD Manufacturing Extension Program
has also been authorized, but not funded. to
assist with transitional needs and to mod-
ernize the defense industrial base. This pro-
gram provides matching DoD funds for a
wide range of existing state, local, and non-
profit programs including in-factory assist-
ance programs, teaching factories, computer
integrated manufacturing (CIM) centers,
flexible manufacturing networks, and high-
performance manuf ures.
The emphasis of the program is on deploy-
ing proven, off-the-shelf technology and
manufacturing methods.

‘Grants are awarded through a competitive
process which emphasizes: 1) The need for
integrated programs that tackle interrelated
problems of training, management, and
technology: 2) Strong involvement by key
customer firms, manufacturing equipment
vendors, and industry and labor groups: 3)
potential to reach defense SMEsS making the
transition to the commercial sector. The
program would be operated with close co-
ordination between the Defense and Com-
merce Departments.

The Task Force advoca.t,u fundinz tor this
promm. Y-

Recommendation ]
2. Fund Regional Technology Alliance

Address common industry transition needs
and encourage overall economic activity
through a focus on regional industrial clus-
ters. Fund regional efforts devoted to ap-
plied R&D, specialized training, market re-
search, export promotion, and testbed facili-
ties.

Findings

As Mlchael Porter writes in The Competi-
tive Advantage of Nations, highly competi-
tive industries are almost always found in
tightly knit clusters (e.g., optics in Roches-
ter, electronics in Silicon Valley, aerospace
in- Seattle and Southern California). De-
fense SMEs in a particular sector tend to
locate near prime contractors of federal
R&D facilities, and thus are often geo-
graphicaily clustered. These regional clus-
ters offer common opportunities and
common problems such as transitional as-
sistance, worker training, R&D, export pro-
motion, and the supplier-customer commu-
nication necessary to compete in high-value-
added commercial markets.

- The Reglonal Technology Alliance pro-
gram in the Department of Defense (also
known as Critical Technology Application
Centers) is a way to address these needs.
This program, which has been authorized
but ‘not funded, would provide federal sup-
port for a‘ system of regional, sectorally-
based alliances, with top priority for de-
fense-dependent areas. The allances would

‘be industry led with participation by state
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and local agencies and universities. Funds
would be awarded on a competitive basis
with the federal share of funds equal to
50%.

A particular goal of the program would be
the promotion of supplier networks and
other forms of inter-firm collaboration. It
would also provide applied R&D and shared
industrial services oriented to SMEs making
the trarsition from defense to commercial
production. 8Buch services would inciude,
testing facilfties for new products and proto-
types; desigh and mansgement assistance:
education and training; manufacturing ex-
tension: market research and monitoring:
export promotion: quality testing and stand-
ards certification: and other services as de-
termined by member firms.

OTA recommends this approach in After
the Cold War: Living with Lower Defense
Spending, as does the Los Angeles Economic
Roundtabie {n “Transforming a Defense De-
pendent Industrial Base.” Existing alliances
are already tackling defense adjustment
eg. Florida's Technology Coast Manufac-
turing and Engineering Network; Massachu-
setts’ Machine Action Project.

Recommendation
3. Provide DoC Grants for Regional and
State Industrial Services Programs

Promote a Qulck and flexible response to
the transitional needs of defense and other
industries through support of state and re-
gional industrial services programs.

Findings

Many of the federal programs described
above (STEP, DoD Manufacturing Exten-
sion Program, Technology Alliances) are de-
centralized in nature; that is they provide
matching federal funds for existing state or
regional programs. Because state govern-
mental entities are so close to the problems
of firms and workers in their own aresas,
they can often provide a quicker, more {lexi-
ble, and more appropriate response to their

. individual state problems than the federal
government can.

To provide additional support for state zs-
sistance to industry, and to improve coordi-
nation with ongoing federal efforts, the
Task Force proposes that a new grant pro-
gram be developed within the Department
of Commerce's State Technology Extension
Program. These grants would have three
purposes: 1) to promote ‘‘one-stop shop-
plng” for companies through the coordina-
tion of all Federal and state resources devot-
ed to sssisting small defense and non-de-
fense manufacturing firms, including not
only technology extension programs but
also export promotion services, Small Busi.
ness Development Centers, worker training
programs. and other industrial services: 2)
Lo assist in the creation of industrial serv-
ices programs in states without them: and 8)
to provide direct funding support to ongoing
state industrial services programs.

Recommendation
4. Provide Trade and Export Assistance

Overseas markets can provide diversifica-
tion opportunities for defense firms looking
for non-military, commercial opportunities
and for non-defense firms looking to
expand

Findings

In an increasingly competitive global
economy, exports are fast becoming a major
component of business growth. Indeed,
during the 1880’s, exports provided the
engine for U.B. expansion, accounting for
about two-thirds of the total growth during
the decade. Nonetheless, the US. has not
yet reached its full potential for exporting,
and most other Western industrialized na-
tions export & much higher percentage of

their output...
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Much of this is attributable to broad polit-
ical and macroeconomic f{actors, such as the
federal budget deficit and trade besrriers
abroad. However, it 15 also clear that US.
export promotion programs are under-
funded and lag far behind those of our com-
petitors. For example:

In FY 1991, according to the General Ac-
counting Office, the U.S. spent $2.67 blllion
on  export promotion programs. About
three-fourths of this amount—$1.97 bil-
lion—is spent by the Agricultural Depart-
ment.

In 1987, according to the Commerce De-
partment, Canada spent almost $17 per
capita on commercial services, while the
U.S. spent $0.41 per capita to promote in-
dustrial exports.

In 1990, according to figures compiled by
the Commerce Department, France main-
tained one foreign commercial officer in
Tokyo for every six French businessmen
there, and Italy maintained one foreign
commercial officer for every two Italian
businessmen. The U.B. had one for every 632
businessmen.

Recommendation
Incresse Funding for U.S. and Foreign
Commercial Service

The U.S. and Foreign Commercial Service
maintaing a network of offfces in the U.S.
and in major countries across the globe. By
helping U.B. companies expand their con-
tracts in other countries, the US&FCS
serves literally on the “front lines” in the
export promotion effort.

A 1989 GAO report fund considerable dis-
organization at many posts in the US. and
abroad. However, the US&FCS has just
completed a full-scale strategic review of its
mission and operations. including the per-
formance of {ts computer network, the Com-
mercial and Information Management
System (CIMS). The GAO and other observ-
ers believe the US&FCS has made strong
progress in tightening up its organization.
What it lacks now is funding.

For FY 1993 the Administration requested
$115.8 million for the US&FCS. a decrease
in real terms from the FY92 level of $114.1
million. The Task Force recommends a
gradual but steady Increase in US&FCS
funding. )

Recommendation
Increase funding for the Trade and
Development Program

This program provides financing for feasi-
bility studies and other planning project
services for major development projects
throughout the developing world. These
projects, once underway, often provide a
large yield to U.S. exporters. It is commonty
estimated that each dollar spent on the
TDP program eventually yields approxi-
mately $70 in U.S. exports.

For FY 1993 the Administration requested
$40 million for the TDP. an increase over
the FY 1992 level of $35 million. The Task
Force recommends that funding for the
TDP program be increased further.

Though not a formal recommendation,
the Task Force also believes serious consid-
eration shouid be given to implementing the
Market Development Cooperator Program.
This program, established in the 1988 Trade
Act, requires the Secretary of Commerce to
enter into agreements with non-profit in-
dustry associations, trade organizations, pri-
vate Industry firms, and state government
departments of trade, to promote non-agri-
cultural exports. This program is modelled
after similar programs which have been suc-
cessfully implemented for the sagricultural
sector. It has not.yet been formally imple-
mented by the Department of Commerce.

Title II of the Ommnibus Export Adminis-
tration Amendments Act of 1981, currently
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awaiting a House-Senate Conference. would
establish a 85 million line-item for this pro-
gram. The Task FPorre believes this proposal
has great merit.
Recommendation
5. Amend DoD Recoupment Policy

Encourage defense firms to diversify and
achieve a payoff for the commercial econo-
my from defense R&D by revising the
policy which currently requires recoupment
of R&D money spent on military technoi-
ogies that are commercialized.

Findings:

Diversification into the commercial sector
is difficult for large prime defense contrac-
tors. in part because the technical nature of
defense production is different from com-
mercial production, e.g., special processes,
equipment, and skills used to assemble large
weapons systems such as tanks and aircraft.

Nevertheless, defense contracting as car-
ried out by the large primes is so different
from commercial production, primarily be-
cause of the many unique requirements that
the DoD places on the contractors. These
requirements include unique accounting
practices, auditing practices, procurement
practices, military specifications and stand-
ards, and other features unique to the de-
fense business. .

The DoD and Congress should work pru-
dently to ease these barriers to ctvil-military
integration. Doing so will decrease the de-
fense dependency of military contractors
and make future defense down sizings easier
for firms Moreover, the discipline of the
commercial market would be likely to en-
courage greater efficiency in the defense-in-
dustrial base, and the technical sadvances
and revenues flowing from commercial ac-
tivities would reduce the need for govern-
ment subsidization of R&D and production
for defense goods.

Much work needs to be done to make civil-
military integration a reality. The Task
Force makes one recommendation in fur-
therance of this goal, namely that the DoD
revise its policy requiring recoupment of
government R&D spent to develop defense
technology which is later turned into com-
mercial products and sold.

As a matter of law, when defense compa-
nies sell defense equipment to foreign coun-
tries, the companies are required to add to
the cost of any such egquipment any nonre-
curring costs of developing the equipment
that were paid for by the U.8. government,
and to allow the U.8. government to recoup
those costs. E.g., {f the U.S. government
paid for R&D on the system. then a portion
of the R&D must be attributed to all subse-
quent sales, and that portion is repaid to
the US.

As a matter of policy, not law, DoD has
expanded the recoupment policy to cover
components. In the 1980s, the policy was
further expanded to cover technology. This
imposes a significant paperwork burden on
companies, because it requires them to track
all technology they use, to determine what
was developed at DoD expense, and to add
that cost to the price of the product.

The difficuity of tracking components and
technology serves as 8 powerful disincentive
to the application of defense technologies tn
the civilian sector. and adds to the cost of ci-
vilian products that use defense technol-
ogles. .

The Task Force Initiative would limit the
application of DoD’s recoupment policy to
those areas where it is required by law (e.g.
foreign military sales of specific equipment),
80 that defense.companies would not have
to track the use of technology and compo-
nents. This would encourage DoD compas-
nies to apply their expertise in the civilian
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sector without the paperwork and {inancial
burdens that have been imposed by DoD's
recoupment policy. Such a revision will ben-
efit defense companies which would be more
diversified and hence less vulnerable to de-
fense downsizing, and it will benefit the
economy in general which will enjoy the
fruits of government funded defense R&D.
B. Investment in Growth Technologies
In the long run. adjusting to lower de-
fense spending and .to the structurai
changes that have battered our economy
* over the last decade can only be accom-
plished by private and public investment in
strategies and programs which create eco-
nomic growth. Economic growth depends on
increased productivity, product innovation,
and leadership in industries with a- hith
multiplier effect for the economy, all of
which create higher wages. .

A comprehensive growth strat,egy de-
signed to realize all of these goals would ne-
cessitate broad recommendations covering
fundamental education and training reform,
deficit reduction strategies, changes {n tax
policy and financial regulation-to encourage
formation of patient capital, strategic trade

" policy, and a strategic technology policy.

The Task Force charter was not broad
enough to make thorough recommendations
{n all of these aress. Instead, the focus an
transition and reorientation led to a set of
growth recommendations guided by the con-
cept of reinvesting defense money and re-
sources in projects which offer high poten-
tial pay-off for the commercial economy.
Central among such projects are efforts to
develop critical technologies which underlie
the high value-added, high wage, growth in-
dustries of today and the next century. In
addition to fostering long-term economic
growth, such investments will also provide
immediate transitional - assistance,- since
these investments mean new R&D opportu-
nities for companies tadnx the loss of de-
fense projects.

The US. Government. spends a.ppmxi-
mately $70 billion per year on R&D, sixty
percent of it for defense related R&D. Asa
percentage of GNP, the U.S. spends only
two-thirds the amount on non-defense R&D
as our major competitors the Japanese and
the Germans do. spinoffs of de-
fense research do occur, but relying on spin-
offs is not a reliable or efficient way .to
achieve commercial - technological innova-
tion.

While larger overall lnthment. in R&D
might be desirable, it is clearly important
that with the end of the cold war, the US.
should be investing a larger portion of its
R&D in projects which benefit the commer-
cial economy. Moreover, that portion of the

"R&D budget which continues to be spent
for defense needs should be spent in such a
way that it provides m eommercia.l
benefits—so called “dual-use” R&D

Recommendation

1. Fund Critical Technology Pa.rt.nershlpa

with Industry ..

Vie for leadership in the industries of the
21st century and create R&D opportunities
for defense and non-defense f{irms through
grants to industry-led partnerahips develop-
ing critical technologies.

Findings -

Because the technical risks and ﬂnam:ia.l
barriers to developing. critical techriologies
are so great, no one company has the re-
sources or is willing to take the risks to indi-
vidually develop some of these technologies
successfully. Therefore, it will be necessary
for the government to act as & catalyst as
well as a backer in some cases, of U.S. indus-
tries’ efforts to develop and lead in the ap-
plication of these new technologies.
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Moreover, while government subuunua.nv
directs what defense R&D {s performed
since it {s the ultimate conzumes of most de-
fense goods, commercial industry should
have & much bigger role (n directing com-
mercial needs. Government - partnerships
with industry are the model to follow for de-
veloping many critical technologies. Federal
support for commercial R&D can be lever-
aged and effectively focused if matching re-
quirements are placed on industry recipi-
ents. Industry R&D can often be more ef-
fective if conducted by consortia and other
types of cooperative ventures. Finally, com-
petitive selection of R&D recipients should
almost always be the rule when awarding
funds.

Several government authormes exist or
have been proposed to administer funding
for industry R&D partnership programs. °

. Recommendation
DoC Advanced Technology Program (ATP)

The Task Force proposes a significant ex-
pansion of the Advanced Technology Pro-
gram (ATP), operated by the Commerce De-
partment’'s National Institute of Sta.nda.rds
and Technology (NIST). -

Findings

The ATP was created by the 1988 Omni-
bus Trade and Competitiveness Act and
makes awards to companies and groups of
companies to support industry-led projects
to accelerate the development of important
new technologies {n such areas ag electron-
ics, advanced manufacturing, advanced ma-
terials, and bjoprocess engineering. Industry
shares in-funding the projects;, and awards
are made through a competitive process.
The ATP does not support the development
of products. Instead, it supports industry-
led efforts in the “precompetitive” stage of
research, when difficult technical problems
must be overcome before companies can

turn promising laboratory inventions. into.
- successful commercial products. By helping

{ndustry with long-term, often economically
risky research and development, the ATP
helps speed the commerciglization of new
technologies .and* helps ensure -that Ameri-
can companies get the benefits of Amencl.n
inventions.

To date, the ATP-has made two rounds of
awards. In March 1991, DOC made its first
ATP awards—11 grants totalling $9 million.
In April 1992, DOC awarded 27 new grants
based on FY 1991 appropriations. FY 1982
sppropriations of $49 million will. fund a
third round of awards. Expanded funding
would allow the ATP to support mmy more
industry-led R&D projects.

Recommendation
DARPA Dual-Use Technology Partnerships

The task force recommends that an in-
creased portion of DoD budget be devoted
to the Defense Advanced Résearch Projects
Agency's program to enter into dusl-use
technoloay pa.rtnersmm with the private

i‘mdirun

These partnerships, which are competi-
tively selected by DARPA and are cost-
shared with the private sector, generally in-
volve consortia of
These partnerships - prominently- démon-
strate the importance of achieving civil-mili-
tary integration for technological purposes.o‘

‘since they enable DARPA to stay abreast
private sector R&D efforts {n critical dual-

use technologies where the commercial mar-
ketpiace, not the defense sector, increasing-
ly drives technology development. More-
over, they enable the private sector partici-
pants to develop and apply these technol-
ogies both for commercial and defense pur-
poses more rapidly than they could with

private sector f{irms.-

- -8 725!

only their own ruouree._ llnch
commerce ATP. program, the quk%&f.h[
grants do not support.the . development o
products. Instead. they support \
efforts in the * nreeompeumen" “gen -lec
st&mtel:f research. - 5. eric’
program was first sut.honud
year 1991 by the Congress. It reeesvelg X;LS:;E
million appropriation in. FY91 and o $6¢
million appropriation in PY92 The
tration did not request funds for the pro
gram in {iscal years 1992 and 1993, by
DARPA has faithfully implemented it.

DARPA is using the first two years’' funds
to set up thirteen consortia in areas such as
optoelectronics, electranics, advanced mate.
rials and high-speed communications.

The average DARPA investment {n a part.
nership has been $8 million. In most cases
the private sector has at least matched the
DARPA investment. DARPA has closely co-
ordinated this program with the Commerce
Department’'s Advanced Technology Pro-
gram.

Recommendation
Support Ongoing Civilian Aerospace R&D
Partnerships in NASA

Findings

An integral part of NASA's mission is to
be the catalyst for the development of tech-
nologies useful to civilian aviation and space
industries. NASA fulfills this roie by fund-
ing R&D projects in these areas in coopera-
tion with industry. For instance, NASA’'s
Office of Aeronautics and Space Technolo-
gy conducts research and development on
technology which strengthens the leader-
ship of the US. in aviation and space use.
Technologies development by this office or
in development include flight controls for
aircraft, technologies for aging aircraft, the
next generation Concorde, new launch tech-
niques, and communications technologies.

NASA’s Office of Commercial Programs
supports efforts to develop the new com-
mercial opportunities that space offers.
This office funds s group of Centers for the
Commercial Development of Space located
at universities around the country, which
develop technologies (n cooperation with in-
dustry including robotics, materials process-
ing in space, and remot.e aensing technol-
ogies.

The U.S. aerospace lndust:ry enjoyed a $30

‘billion trade surplus in 1991, the largest of

any domestic manufacturing industry. As
DOD funding of aerospace R&D falls
NASA's role in this area will become even
more important. While the Taak Force does
not necessarily recommend increased fund-
ing for the NASA aserospace R&D partner-
ship, it recognizes the critically important
role the agency and the space program play
{n maintaining a strong U.8. aerospace in-
dustry, and it recommends continued sup-
port for these ongong efforts.

Initiate the National Environmental Tech-

_ nologies Agency To Fund Grants for Envi-

ronmental R&D.
Findings

Lesixlat.lon to create the National Envi-
ronmental Technologies Agency (NETA)
was (ntroduced by Senator Mikuliski on
April 29, 1893. The goal of NETA s to assist
private industry, universities, and nonprofit
research centers in developing environmen-
tally sound and epergy efficient technol-
ogles to help secure America’s environmen-
tal security and competitiveness.
- According to the Organization for Eco-
nomic Cooperation and Development, envi-
ronmental technologies currently represent
a $200 billlon per year market which will

' grow to $300 billion per year by the end of
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the decade. The Task Force recognizes the
{mportance of this class of technologies for
future UB. jobs and economic activity. Ex-
amples of such technologies inciude air pol-
lotion control products, water treatment
equipment, lead-free products, and others.

NETA would be a wmmall independent
agency modelled after the highly successful
Defense Advanced Research Projecta
Agency. or DARPA. NETA is designed to
reduce bureaucracy by coordinating efforts
of other agencies and streamlining support
for research and development. Once formed,
the Agency would identify areas that need
technical solutions and that are not receiv-
ing product oriented research.

NETA would provide support for these ef-
forts by offering loans and grants, or by en-
tering into cooperative agreements with the
private sector or the university community.
NETA would then assist in deployment of
these technologies by coordinating ex-
change of information and by providing the
needed technical assistance to transfer
these idess into consumer and industrial
products and equipment.

Recommendation
2. Emphasize Dual-Use in DOD R&D

Within the DOD R&D budget, set aside
additional funds for projects that meet gig-
nificant defense needs and that have a po-
tential for application in the civilian sector.

Findings

Given the substantial reductions in de-
fense expenditures anticipated over the
next five years, we can no longer expect de-
{ense R&D to be performed primarily by de-
fense-dependent firms that invest subsetan-
ial amounts of their own funds in R&D in
inticipation of profitable returns during
.arge production runs.

We will instead need to rely to a much
Ireater extent on firms that are not depend-
:nt primnarily upon government funding, but
xhich have a strong commercial base. In ad-
lition, defense needs will increasingly be
net through the application of dual-use
.echnologies and products.

DoD cwrrently invests in R&D on the
sasis of specific military priorities. In set-
.ing priorities, DoD does not take into ac-
ount potential civilan applications. The
TFask Force Initiative would encourage DoD
0 increase its investment in technologies
rhich meet significant military needs, but
vhich also have a substantial potential for
:ivillan applications.

The focus would be on areas where indus-
ry has been reluctant to invest its own
unds because of risk or the long term of re-
earch required before payback. This initia-
ive would bulld on the successful initiation
{ the Strategic Environmental Research
nd Development Program, which has led to
JoD giving a much higher priority to R&D
rograms that serve the dual-use objective
{ military environmental restoration and
ivilian environmental clean-up.

The Task Force proposal would require
D to give greater emphasis to areas of de-
ense research which are now under-funded
nd which have potential civilian applica-
ions. such as computer and communica-
ions technology related to military logis-
ics, energy efficlency in military transport,
nergy conservation in military facilities,
nd DARPA dusl-use partnerships.

Recommendation:
3. Increase Small Business Innovation
(SBIR) and Research Funding

Capitalize on the resourcefulness of small
'8. companies-and increase opportunities
1 key emerging industries by increasing the

:t-aside for R&D matching grants to small

™ms. Focus grants on critical technologies

ith highest economic potential.
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Pindings

The SBIR takes 125% of the extramural
research and deveiopment funds of agencies
having over $100 million in that budget cat-
egory, and provides it in three stages of
grants and contracts for specific work to
small businesses to help commercialize
promising technologies/products that Fed-
eral agencies think would be heipful for
their mission and commercializabie. Extra-
mural refers to R&D projects performed
outaide of government labg. The program is
designed to (1) stimulate innovation; (2)
assist small businesses i meeting federal re-
search and development needs; (3) encour-
age minority and disadvantaged persons
participation {n innovation; (4) increase pri-
vatle gector commercialization derived from
federal R&D.

Eleven agencies participate in the pro-
gram. Five of them—the Department of De-
fense (DOD), the Natiomal Aeronsutics and
Space Administration (NASA), the National
Institutes of Health (NTH), the Department
of Energy (DOE), and the National 8cience
Foundation (NSF)—provide over 80 percent
of all SBIR funds. Although the Small Busi-
ness Administration (SBA) is responsible for
publishing policy guidelines on and conduct-
ing general oversight of the program, each
agency maintains its own separate program.

The SBIR has three phases to it:

(1) An agency puts out requests for pro-
posals for concepts/products/technologies
that they need developed. The agency may
award grants up to $50.000 per proposal to
evaluate the scientific and technical merit
and feasibility of the concept which is of in-
terest to the agency. This phase usually
lasts about 8 months, -

(2) Those projects which show potential
after the Phase I evaluation can compete to
perform principal research and development
on the concept for up to $500.000. Funding
for Phase IT awards usually lasts 1-2 years.

(3) Ideally, funding for commercialization
in the last phase comes from the private
sector, though an agency may chose to con-
tract with the small business toc manufac-
ture the technology, provided that non-
SBIR funds are used.

The Task Force recommends that the per-
centage of funds earmarked for the SBIR be
doubled over a five year period.

: Recommendation
4. Reorfent Defense Labs

Redirect these crown jewels of the nation-
al R&D infrastructure toward national
needs and assisting commercial industry
now that the Cold War is over.

Pindings R

Federal defense laboratories at DOD and
DOE spend approximately $10 billion per
year and have great expertise in a wide
range of advanced technologies. An opportu-
nity now exists to reorient and consolidate
many of these laboratories to help Ameri-
can commercial industry. The laboratories
already have clear legal authority to work
with companies and an increasing need to
do so. given that the commercial market-
place increasingly leads in new technologi-
cal developments; but so far (with only a
few exceptions) laboratory assistance to tn-
dustry has been small. A new funding mech-
anism is needed which will support indus-
try-led proposals at the federal laboratories.

Recommendation ’

Industry-Laboratory Partnership Program

Establish a set-aside in DOD's and DOE's
defense laboratory budgets to support in-
dustry-led R&D projects. Companies and

consortia would propose projects on & cost- -

shared basis, and awards would be made
through a competitive process. The compa-
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nies would decide with which of the agen-
cy's laboratories or iaboratory programs
they wish to work. We propose an initial set-
aside of 2 percent for the first year, S per-
cent for the second through fifth years. and
10 percent for subsequent years. During the
first year this set-aside would generate
about $200 million for these activities. Agen-
cies and defense laboratories also would be
required to set up Industry-university advi-
sory committees to advise agency heads on
which agency technical capabilities might
be of most use to industry.
Recommendation
Amend Stevenson-Wydler Act

Amend the Stevenson-Wydler Technology
Innovation Act of 1880, which governs tech.
nology transfer from federal laboratories. to
require that “dual-use” R&D performed by
defense laboratories be done in partnership
with industry whenever possible. This step
wil speed the transfer of technology to
commercial industry and will ensure that

National Academies Study

Commission a study by the National Acad-
emy of Sciences and the national Academy
of Engineering to examine what role the
government labg, particularly defense labs,
shouid f{ll now that the Cold War is over,
and how the labs can best fill this role.

Recommendalion
§. Pund AgileTech

Support establishment of the Agile Manu-
facturing Technology Corporation (Agile-
Tech), a private, non-profit consortia of
companies and existing consortia, to pursue
the research, development and deployment
of the technolagies and standards necessary
for an agile manufacturing infrastructure.

Findings

A new competitive environment for indus-
trial products and services is emerging, forc-
ing a change in manufacturing. Competitive
advantage belongs to “agile” manufacturing
enterprises that are capable of responding
rapidly to demand for high quality, highly
customized products. :

Agllity requires integrating flexible tech-
nologies of production with the skill base of
a knowledgeable work force, and with flexi-
ble management structures that stimulate
cooperative initiatives within and between
firms.

Agile manufacturing capablility will be
crucial for commercial industry, and eventu-
ally government R&D on agile manufactur-
ing should feature a prominent roie for, if
not leadership by, one of the civillan tech-
nology agencies. Nevertheless, the DOD—
which would fund this program—has a
strong interest in agile manufacturing aince
defense-dependent companies, particulariy
the small and medium-sized firms that make
up the backbone of the defense industria]
base, do not have the agility or supplier-cus-
tomer connections necessary to successfully
compete in the commercial sector. More-
over, the defense industrial base of the
future must have the ability to respond rap-
idly to changes in the security threat and
ramp-up specialized production if necessary.
Finally, a large majority of the initial indus-
try participants in the project are defense
contractors (at the prime or subtier ievel).

AgileTech is an industry-developed, indus-
try driven approach to establishing the
manufacturing infrastructure necessary for
competitive production over the next decade
and beyond Industry would be required to
match federal contributions to the project.
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All research, development, and deployment
will be done throughr existing entities.
Recommendation
8. Extend the R&D Tax Credit

Help make American industry the most
technologically advanced in the world
through extension of this tax credit for re-
search and development expenditures.

Findings

The Task Porce found that in addition to
providing direct matching and cost-sharing
support of industry research, the govern-
ment ahould encourage companies to inde-
pendently invest significant amounts of
their own money in R&D. Section 41 of the
Internal Revenue Code currently provides a
20% tax credit to companies for the amount
of qualified research expenditures which
exceed a base level for the company for the
year. Research expenditures eligible for the
incremental credit consist of (1) in-house ex-
penses for research wages and supplies; (2)
certain time-sharing costs for computers
used in research: and (3) 65% of the amount
paid for contract research. The credit can
alzo apply to certain corporate cash expend-
ftures supporting university basic research.

A provision of the Tax Pairness and Eco-
nomic Growth Act of 1992, HR. 4210, would
have extended this provision., which (s
scheduled to expire June 30, 1892 however,
President Bush vetoed the bill and Congress
was unable to override the veto.

The Task Force believes this provision
should be extended.

Recommendation
7. Provide Grants for Manufacturing
Education and High 8kills Retraining

Grants for Manufacturing Fducation

Engineers and managers heading into In-
dustry must be trained in the latest manu-
facturing techniques {f U.8. industry {s to
lead in world competition. Many manufac-
turing engineering programs lack funding
for advanced curricula and equipment.
Moreover, programs need to be closely
linked to the industry to insure familiarity
with current industry challenges and tech-
nologies.

The Task Force recommendations & pro-
gram of matching grants 10 suppoit new
programs or enhance existing programs in
manufacturing engineering and manage-
;:nem at the undergraduate and graduate
evel.

Programs funded through these matching
grants must combine research, ciassroom
training, and work experience, and have
strong ties to industry. Grant recipjents
would be competitively selected by the
DOD—where the program was previously
authorized—and by the NS8P. The program
received a $25 million appropriation for
FY92 but is on the Administration’s rescis-
ston list.

Grants for Retraining of High Skill Defense
Workers

OTA estimates that from 19980 to 1995 as
many as 127,000 defense engineering jobs
could disappear due to the winding down of
established weapons programs, and a scarci-
ty of new programs. Many defense engineers
will find that to be competitive in the com-
mercial job market they need new skills or
specialities, up to date training, or an ad-
vanced degree. Because the NSF has devel-
oped an unparalleled interface with the aca-
demic community and has tightly integrat-
ed science and engineering with educational
objectives, it can assist with this transition
in severzl ways.

NSF can work with the scademic commu-
nity and engineering professional societies
Lo establish and develop responsive continu-
ing education and retraining programs
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based on existing programs. Effective aca-
demic curriculas can be developed for mid-
career engineers, which build on the knowl-
edge gained through yesars of expertence
and are directed toward practical ctvilian ap-
plications. NSP also has unique experience-
with distance learning programs that can
bring courses directly imo the work place.
This experience allows NSP 1o offer engi-
neers suitable courses with a minimum of
lost work time.

NSF supports ongoing engineering re-
search activities, such as Engmeering Re-
search Centers, which carry out work close-
ly connected to civilian industrial needs.
These efforts can be supplemented to pro-
vide engineers retraining opportunities at
centers, engineering schoois, and communi-
ty colleges.

Recommendalion
8. Extend the Employer-Provided
BEducationsal Assistance Tax Credit

Extend this provision to encourage bust-
nesses to continually invest i upgraded
skills for their empiloyees.

Pindings

As s0 many of the preceding Task Force
recommendation bear out, the watch words
for economic strength in America are, tech-
nological change. As the pace of technologi-
cal change increases, workers will have to
adapt. learn new skills, and hew ways of
thinking. While it i» in companies’ best in-
terest to enable their employees to adapt to
this change, it is also in the country’s best
interest since a highly skilled work force en-
gbles our country to support industries
which create wealth for us all Accordingly,
the Task Force beleves the government
should give companies incentives to contin-
mny invest in upgrunng their anployeea

'I'be lmermu Revenue Code currently
allows employees to exclude from income
for tax purposes. amounts paid by thelir em-
ployers for educational asgistance provided
through an educatfonal assistance program
that meets certain requirements. The exchu-
sion is limited to $5,250 of educational as-
sistance per year. In the absense of this ex-
clusion, an employee generally would be re-
quired to include the value of the education-
al asggistance in his or her income. for tax

purposes.
A provision of the Tax Fairness and Eco-

nomic Growth Act of 1992, HR. 4210, would

have extended this provision. which Is
scheduled to expire June 30, 1992; however,
President Bush vetoed the bill and Cangress
was unable to override the veto.

The Task Force believes this provision
should be extended.

Additional Comments

The DOD does not maintain extensive
records on its contractor and subcontractor
base. Such information could greatly facili-
tate a more intelligent downsizing designed
to minimize damage to the economy. More-
over, this information gap could hamper
Congress’ efforts to assist firms and workers
adversely atfected by defense cuts. The
Task Force believes the DOD should im-
prave the accurscy and adequacy of data
about defense subcontractors.

A second information gap was ldentmed
by Task Force member Senator Brock
Adamsg, who also made a proposal to address
this gap. Defense firms have indicated that
their greatest difficulities In making the
transition to commercial sales are: (1) in de-
termining which of their products or serv-
ices conld be competitive and (2) in obtain-
ing adequate information on target markets.
Senator Adams proposed that the National
Academy of Sciences study the {irst prod-
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lem: ldentification of commercial applica-
tan products/technoiogies..

Under this proposal. the Nv.mm Acade
my aof Sclences (NAS) would undertake a 6-
month expedited, priority study of the U.S.
defense industry to identify those products
that hoid promise for commercial use. both
immediately and given further development.
This study would identify the products or
technologies that are available for commer-
cial application, the type of government as-
sistance that will be needed. and where the
private sector should focus its energies and
resources.

Once the NAS study has been completed.
nformation is needed on potential msarkets.
Senator Adams proposes to use the Depart-
ment of Commerce’s Commercial Informa-
tion Management System (CIMS] to address
this problem. CIMS could be used to target
foreign markets for the products and tech-
nologies identified by the study. this market
information would then be made available
to any interested company to assist (n the
transition to commercial sales.

Though not a formal recommendatjon of
the Task Forces, we belleve this proprosal
by Senator Adams has merit and deserves
further consideration.

LisT OF SPEAKERS POR DEYENSE/ECONOMIC
Coxnvirsion Tasx Force Brierincs
Overiew Briefing

Ed Knight, Economic Adjustment and
Conversion issues, CRS.

Andrew Mayer, Base Closure {ssues, CRS.

QGary Pagliano, Defense Industrial Bases
issues, CRS.

Jeff Hambeck, Regional Economic Ad-
justment issues, CRS. .

Jack Moteff, R&D issues. CR8.

Ann Lordeman, Job Training and Loca-
tion Assistance Issues, CR8.

Kitty Gillman, Office of Technology As-
sessment. B
GROUP I (WORKER/COMMUNITY)
Displaced Defense Workers: Transition
Issues

Edward Gleiman, Staff Director of Sub-
committee.

Barry Holman, GAO National Security
and International Affairs Division.

Bruce Moyer, Legislative Councfl for Fed-
eral Managers Association.

Beth Moten, Leg. Director for American
Federation of Government Employees,
AFL-CIO.

James Sommerhauser, Pres. International
Federation of Professional and Technical
Engineers, AFL-CIO.

Alan Reuther, Leg. Director United Auto
Workers. .

Private Seclor Retraining Issues

Dr. Anthony P. Carnevale, Exec. Director
of Insatitute of Workplace Learning at the
American Society for Training and Develop-
ment.

Peuy Tnylor, Associate Legislative Dir.

Ca.lvi.n mnes. AFL-CIO.

Peter Mannella, NY State Dept. of Eco-
nomic Development and NY State Defense
Task Force.

Matt Kane, Staff Economist Northeast-
Midwest Institute.

John Lederer, Senior Policy Analyst at
Human Resource Policy Studies at National
Governors’ Association.

Ezisting Pederal Programs

Paul Dempsey, Deputy Directar of Office
of Economic Adfustment. DoD.

Jim Van Erden, Administrator of Office of
Work-Based Learning, DoLabor.

Bob Colombo, Director of Thie III, DolLa-
bor.
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Steven Brennen. Acting Deputy Asst. Sec.
for Program Operations. Economic Develop-
ment Administration, DoCommerce.

Don Patch, Office of Community Plan-
ning and Development, DoHUD.

Mary Lukens, Assoc. Deputy Administra-’

tor for Business Development at Small Busi-
ness Administration.

David Witschi, Director Economic Adjust-
ment Division Economic Development Ad-
ministration DoCommerce.

Base Closings’ A Health Care C-isis for
Military Retirees

Chns Jennings, Deputy Staf! Director,
Special Committee on Aging.

David F. Burrelll, CRS, Foreign Affairs
and National Defense Division.

Bob Goldich., Foreign Affairs and National
Defense Division. CRS.

Rick Storey, Project Leader, Joint Serv-
ices Group on Health Care Initiatives for
Non-Catchment Areas, DoD.

Ron Stephen, Co-Chair of Hospital Sub-
committee of Carswell AFB Reuse Tnsk
Force.

Repositioning Military Personnel in
Civilian Settings

Mary Smith, Education and Public Wel-
fare Division, CRS.

Fred Pang, Professional Staff, Senate
Armed Services Committee.

Maj. Bill Crews, Office of Assistant Secre-
tary for Veterans Employment and Train-
ing. DoLabor.

GROUP 11 (INDUSTRIAL/TECHNICAL)
Technology Application and Industrial
Expansion Services

Walt Plosila, Head of Montgvmery Co.
High Technology Council.
Jack Russell, V.P. of Michigan Lndustria.l
Tech. Institute.
Joe Houldin, Director of Delanre Vauey
- Industrial Resource Center. -
Dr. Robert White, Undersecretary of
Technology, DoCammerce.
R&D Policy and Labor Adjustment
Erich Bloch, Distinguished Fellow at the
Council on Competitiveness.
*  Craig Fields. President and CEO of MCC.
Jacques Gansler, Senior V.P. of TASC.
Dr. Roger Nagel, Operations Dlrector of
lacocca Institute at Lehigh U.
Dr. John Alfc, Senfor Associate at Office
of Technology Assessment,
Trade Assistance, Tar Incentives, and
Capital Costs
Dr. Gary Hufbauer, Visiting Fellow, Insti-
tute for International Economics. -
Robert Kuttner, Economics correspondent
for the New Republic,
Dr. David B.H. Denoon. Prof. of politics
and economics at NY University.
Dr. Ian M. Roses, Chairman of the Nat1
Advisory Committee on S8emiconductors.
Julle Gorte, Project Manager with Office
" of Technology Assessment.
Corporate Dioen-tﬂcation/C‘onvenion

Jack Nunn, Senior Analyst with Office of
Technology Assessment.

Calvin C. Coolidge, Director of D.C. Office
of Texas Instruments Defense Systems and
Electronics Division.

Harvey Kreisberg, Director of Corporate
Development for AIL Systems.

James A. McDivitt, Senior V.P. of Rock-
well Internatfonal

PROPOSALS POR DXFENSI TRANSITION
House Science, Space and Technology

- Committee

Skip Stiles, Legislative Director.

Robert Palmer, S8enjor Policy Coordinator

Natiomal Commission for Eamomic T
Conversion and Disarmament -

Dr. Greg Bichak, Executive Director. -

CONGRESSIONAL RECORD — SENATE

House Armed Services Committee

Larry 8mith, Councilor. -

Bill Andahazy, Professional Staff.
Chris Aldridge, Professional Staf{

Defense Budget Project
Peter Schmidt, Economic Policy Analyst.
Carol Lessure, Outreach Coordinator.
~ State of New York
Amy Mall Legislative Assistant.@

ECONOMIC RECOVERY AND THE
: HOUSING INDUSTRY.

e Mr. SEYMOUR. Mr. President,
there has been a great deal of talk in
this body over the past few months
about economic recovery, but very
little action. Of last, many indicators
point to the beginning of an economic
recovery, but this week’s news from
the Commerce Department is .cause -
for alarm.

As you know, the Department re-
ported starts of new homes slowed dra-
matically last month, dropping 17 per-
cent below the March rate. The March

housing start rate, which registered an:

increase of 74 percent over the Febru-

ary rate, offered a long overdue posi-.

tive sign of recovery, but this new drop

shows just how precarious the recov

ery is at this time.

Mr. President, leading lndjcators
such as gross domestic product, the
unemployment rate, and the Index of
Industrial Production all show modest

but positive movement In the econo- .

my. But the announcement eariier
this week by the Commerce Depart-
ment casts a dark cloud on the recov-
ery. It is very possible that it is only a
passing cloud in an otherwise bright-
ening sky. But after last year’s failed
recovery, we cannot just sit back and
wait to see what happens, I hope the
forecasts are correct and that this
cloud will pass, but we cannot rest
easily on hope alone.

Now is time for action to ensure that
1992 will not be a replay of 1991, when
the year began with a tentative recov-
ery that did not live up to expecta-
tions.

Weneedtodoourpa.rttospurln-
vestment in the real estate economy.
8pecifically, we need to enact a first-
time homebuyer tax credit, and we
need to do it soon. I and the other
members -of the Senate Republican
Task Force on Real Estate, which is
chaired by Senator Domewnici, have

been ‘pressing for the enactment of-

such a tax credit since the beginning
of the year. This is an tdea whose time
has clearly come.

. In fact, one of the very reasons cited
for the explosive growth in home
starts in March may have been height-
ened confidence on the part of first-
time homebuyers in response to the
President’s leadership on this issue. -

I am afraid, Mr. President, that the
Congress i3 lagging behind the Ameri-
can people who understand how im-
portant this tax credit is for those who

‘seek -to -participate in the American:.
.dream of homeownership. Now..is the:

time to listen-to the American people

May 21, 1992

and pass this credit for the good of the
economy.

We all know the saying “as real
estate goes, sO goes the economy.”
Without a strong recovery in the real
estate industry, full recovery for the
economy as a whole will be all the
more difficult.

I am particularly concerned about
my State, Mr. President. As we all
know, uncharacteristically, California
has been hit harder by this recession
that the rest of the Nation. For exam-
ple, California’s unemployment rate
stood at 7.7 percent of the labor force
in the final quarter of 199i—well
above the national average—and, ac-
cording to some projections, it is ex-
pected to remain above 8 percent
through this summer.

Well, Mr. President, my {irst priori-
ty. as I consider any legislation this
year, is jobs. How can we create more
jobs? As I discussed at length before
this body 2 months ago, every $1 mil-
lion spent in the new home market
creates 29.6 jobs, and the same dollar
in the resale market will create an ad-
ditional 22 jobs, so this tax credit is
step in the right direction.

- Job creation must be our litmus test
for legislation this year, Mr. President,
and this is one proposal—a tax credit
for first-time homebuyers—that clear-
ly passes the test.@

TAIWAN CELEBRéATES MAY 20,
199

Q Mr BURNS. Mr. President, I rise to
note that today, May 20, 1992, marks
the second anniversary of President
Lee Teng-hui’s first term in office and
I wish to join my colleagues in wishing
President Lee good fortune and the
Republic of China continuing political
stability and economic prosperity.

When visiting Taiwan several years
ago, 1 was able to spend some time
with President Lee. I was impressed.
Since then, he has proven to be a suc-
cessful leader of his nation. Under his
leadership, Taiwan's economy has con-
tinued to grow, and Taiwan has had
an impressively low unemployment
rate. Just as important has been the
steady progress toward more political
freedom and democracy. Taiwan could
serve as & model for reform in maln
land China.

Our trade rela.tionship with the Re-
public of China is one that is highly
valued by the United States and mutu-
ally. beneficial. While there have been
some trade disagreements between our
countries, as there are disagreements
between any group of friends, we ap-
preciate Taiwan’s willingness to nego-
tiate in good faith with us on these
issues.

‘I would also like to acknowledge Am-
bassador Ding Mou-shih, Taiwan’s rep-
resentative in the United States. Much

.of the cooperative attitude and spirit

between our countries is directly at-

-tributable to his presence. Ambassador.

Ding -and. his staff ‘have made the
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ECONOMIC CONVERSION PROJECT
1992 - 1993 Program

EXECUTIVE SUMMARY

The Situation

We live in an extraordinary time in the history of our state, nation and the
world -- a time of enormous and fundamental economic, environmental,
social and political change. How we manage change today will define the
future for generations to come. A new and rapidly changing post-Cold War
world challenges us to revise long-held security concepts and to reorganize
our economy from a military to a peacetime mission. Security is being
redefined to mean more than military defense and must be held in common
to provide for economic, environmental and social well-being. It
acknowledges global interdependence and the need for complementary
domestic and foreign policies, and international structures and cooperative
relationships to integrate all nations and people into world economic and
political systems. It understands a balance must be achieved between its
interrelated pieces and that Cold War levels of military spending have tilted
the scale too far in favor of defense.

In the United States, this imbalance has left us with a legacy of debts and
deficits, social and environmental problems, and an ailing economy unable
to provide jobs for our people and compete in the global marketplace. To
pay for higher and higher levels of military spending, we invested less and
less in our domestic strength. The painful consequences of this choice are

a weakened economy, environment and people. Just as a healthy business
must continuously reinvest in itself, so must a nation. Because we have
neglected investment in our economic and social infrastructure, we find
ourselves falling further and further behind other nations which have chosen
to invest heavily in these areas of their future.

The good news is that now that the Cold War is over, we can rebalance our
prorities and investment decisions. We can reduce military spending and
free up resources to reinvest in America. But while this is a welcome
opportunity, military spending cuts could have a devastating impact on our
already troubled economy, particularly on those businesses, workers and
communities whose livelihoods depend on defense. Our challenge is to
rebalance our priorities and reallocate our resources in a manner that _
mitigates the impacts and maximizes the opportunities of economic change.

To meet this challenge, we should commit a large portion of the peace
dividend to funding initiatives in new national mission areas for the
economy such as environment, transportation, energy, housing and
education and other areas of infrastructural need. An economic develop-
ment policy that makes investment in such wealth and revenue-producing
initiatives will not only meet our nation’s most pressing needs, it will create



Economic Conversion Project

Goals

The Economic Conversion Project is a non-profit, non-partisan organization of Maine people
dedicated to creating a sustainable society based on a healthy economy, environment and
people. Motivated by this goal and post-Cold War opportunities to achieve it, the ECP
facilitates an economic conversion process and partnership between diverse stakeholders that
seek to: (1) shift national priorities and resources from defense to domestic purposes; (2)
assist defense-dependent industries, workers and communities make the transition to
comparable civilian enterprise; and (3) transform our overall economy into one that is equitable
and sustainable in the long-term. To achieve this implies the need for new principles, policies,
. structures and democratic processes that support such an economic shift.

Strategies

* Education
Educate ourselves, the public, and policymakers in a way that is personal and
empowering to broaden informed public debate and involvement in economic conversion
and sustainable development planning and implementation

* Qutreach

Reach out to all interest groups and individuals with a stake in our common future and
bring them to the table to talk, listen, and leam from each other

* (Collaboration

" Encourage all stakeholders to find common ground on which to build a shared vision and
collaborative strategies to achieve it

* Action

Encourage and provide opportunities for stakeholders to take effective action to influence
public policy

Strategic Objectives

* Partnerships

Initiate, facilitate and participate in strategic parmerships between diverse stakeholders in
the public, private and non-profit sectors to engage in dialogue, find common ground, and
collaborate on common economic conversion and development goals and plans to achieve
them.



Evaluation & Achievements

The Project holds an annual evaluation and strategic planning retreat to look at where we've
been, where we are, and where we want to go. To-date, the Project has set and achieved the

folloiwng objectives:

£ 3

Initiated and institutionalized statewide economic conversion policy, process and
structure

Built stakeholder partnerships to collaborate on common economic conversion and
development goals and strategies

Initiated the creation of the Economic Development Coordinating Council as the
institutionalied structure and sustainable development planning process

Institutionalized Project input into the formation of public policy
Built an informed and involved grassroots and leadership constituency

Mobilized broad public, policymaker and institutional support and action for new national
priorities, economic conversion, and sustainable economic development

1992-1993 Objectives

Translate conversion planning into practical examples of how Maine reduced its defense
dependency, saved businesses, jobs and communities, and generated new economic
opportunities in the process

Empower workers to participate in the change process

Develop technical expertise

Track and catalog conversion results and transportable models for national replication
Expand the participatory base of informed and engaged citizens and policymakers

Initiate and institutionalize a State sustainable development policy and create a State Office
of Sustainable Development

Initiate and institutionalize a State needs-driven industrial policy and investment strategy

Persuade the federal government to prioritize economic conversion and sustainable
development by enacting policies and investment that support these priorities

Strengthen the organization’s effectiveness and sustainability by building a broader and
more involved constituency base, nurturing unity and leadership, and securing diverse and
long-term sources of funding



Goal: Mobilize broad public, policymaker and institutional support for new priorities,
policies and investment strategies at the local, state and national levels that enable resource
reallocation to areas of need and econonomic development opportunity.

Program:

%

%

Real Security ’92 Coalition

Technology & Industrial/Economic Development Policy Initiative
Sustainable Development Policy Initiative

Legislative initiation, analysis and advocacy

State Needs-Driven Industrial Policy

Organizational Development

Goal: Strengthen the organization’s effectiveness and sustainability by building a broader and
more involved constituency base; nurturing unity and leadership; and securing diverse and
long-term funding sources.

%

%

Organizational structure - staff, board of directors, committees and partners
Community-building and celebration events and communications structure
Long-range fundraising plan

Annual evaluation and planning retreat

Ongoing board education program



2-Year Projected Budget - Jan 1992 - Dec 1993

Projected Expenses

Operating

Director’s Salary (24 mos.)
Fundraising (incl. consultant)
Telephones

Supplies

Postage & Delivery

Capital Purchase (FAX, Phone, Computer)
Equipment Maintenance
Printing

Database Services

Strategic Planning Retreats
Miscellaneous

Program
Education & Outreach

Resources

Research

Brochure

Newsletter

Annual Reports

Speakers Bureau

Intemnship Program

TV Documentary, video & discussion guide
How To & Models Manual

Media

Dollar for Dollar Campaign *
Conferences, Workshops & Forums
Travel

Miscellaneous

Economic Conversion

Pubic Policy

$ 50,000.00

3,000.00
6,000.00
4,000.00
6,000.00
4,000.00
1,000.00
2,000.00
1,000.00
1,000.00

—1.000.00

2,000.00
10,000.00
2,000.00
12,000.00
3,000.00
5,000.00
15,000.00
5,000.00
3,000.00
2,000.00
95,000.00
10,000.00
7,000.00

1,000.00

8,000.00
1,000.00

$ 79,000.00 .

172,000.00

9,000.00
$260,000.00



EIC DEFENSE
TRANSITION PROGRAMS

The Economic Innovation Center (EIC) currently has several active and/or emerging Defense
Transition Programs. They include the following:

DEFENSE INDUSTRIES ENTERPRISE TRANSITION PARTNERSHIP

A select group of EIC specialist consultants work with key executives from defense contacting
firms to accomplish specific business transition development goals. Enterprise Development
Teams help articulate a new corporate vision, develop specific long range and intermediate
goals, update business plans, prepare supporting plans for new marketing, operations,
training, logistics, communications or finance activities.

Major features of this partnership are:

*Defining a company’s human, technological, and manufacturing assets and services
*Research to facilitate technology product and service transfer and define new markets.
*Creation of joint ventures, cooperative manufacturing for investment, product development
and market enhancement.

*Researching and developing partnership alliances (domestically and globally).
*Development of collaborative business models of how companies might work together to
practically apply their resources.

EMERGING TECHNOLOGIES PROJECTEIC/U.S. DEPARTMENT OF COMMERCE
ECONOMIC DEVELOPMENT ADMINISTRATION (EDA)

Funding was awarded from the U.S. EDA through a grant submitted by the EIC Technology
AdvisoryCouncil. In this program, the EIC works with Newport County Rhode Island defense
contractors in focusing upon the identification of new emerging technologies that can be
refined and marketed by defense dependent businesses and entrepreneurs or co-developers
in partnership with other defense or civilian companies.

The project supports research and development assistance with business and marketing plans,
and furthering networks for financial and information support as defense contractors analyze
and pursue potential opportunities in civilian markets. Current client products include
computer systems for waste effluent monitoring and detection, recyclable glass products for
construction purposes, medical imaging systems and fax modems, and a variety of other
software and manufacturing innovations.



ENTERPRISE CRAFTING PROGRAM

Adaptable toboth managementand production employee populations, this project specifically
addresses the needs of employees whose positions have been terminated due to the defense
budget cuts and are considering their own small business. Clients include the Electric Boat
Division of General Dynamics.

Preliminary workshops demonstrate practicalities in the creationof asmall business asa career
direction. The process takes participant from initial examination of preliminary business
concepts to the formation of a final business plan and for market-entry decision-making. The
program includes a unique individualized micro-market opportunity study to validate a
participant’s enterprise concept.

EIC/UNIVERSITY OF RHODE ISLAND
TECHNOLOGY MATURATION PROGRAM

Through a collaboration with the Research Office at the University of Rhode Island (URD), an
EIC Enterprise Development Team hasimplemented an operationalmodel for theidentification,
evaluation, selection, and preparation of research developed processes, patents, and services
in order to facilitate private business market entry. EIC/URI staff and program clients from
the defense and private sector interrelate to apply technologies and products directly to Rhode
Island client firms to enable them to acquire potential services and new products.

EIC - CENTER FOR TECHNOLOGY COMMERCIALIZATION (CTO), INC.
TECHNOLOGY TRANSITION ALLIANCE

NASA’s Northeast Regional Technology Transfer Center has created an alliance with the EIC
increasingits effectiveness to provide clients with special research and resources for technology
transfer and transition. The CTC offers specific assistance in transferring technology from
university and government labs to the marketplaceand provides businesses and entrepreneurs
access to technologies developed around the globe. This adds to EIC present capabilities to
provide readily accessible information concerning existing business ventures, markets, and
. technology resources essential to creating and nurturing the relationships that strengthen
international business.

US NAVY NATIONAL LABORATORY PROGRAM

This projectadministers political and community supportof intentions by the U.S Department
of the Navy to consolidate certain advanced research projects in Newport, Rhode Island and
to expand the existing facilities of the Naval Undersea Warfare Center (NUWC) near our local
Newport Naval Base. Asimplemented the program will result in Newport being the site for
one of four new national laboratories established by the U.S. Department of the Navy.

For more information, contact:
‘The 'Economic [nnovation Center
28 Jacome Way
Agwport, Rhode Island 02840
Tel: 401)849-9889 o Fax: (401)849-0815
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NEW ENGLAND DEFENSE ADJUSTMENT PROJECT

OVERVIEW OF GOALS AND ACTIVITIES

A. Overarching Goals of NEDAP

L. To develop and test a model for multi-state collaboration in defense adjustment.

2. To develop and manage defense adjustment activities which individual states cannot
operate as effectively or efficiently on their own.

3. To develop a three-state coalition with the capacity to become self-sustaining.

4. To develop activities that are small enough in scope to be effectively managed yet
substantial enough to have a measurable impact.

5. To recognize that government (and NEDAP) can serve as a catalyst, but that
defense adjustment and job development are ultimately the responsibility of the
private sector.

B. Purposes of Market Development Model

1. To expand the market for environmental and marine technology.

2. To increase the share of this market going to Southern New England firms.

3. To provide opportunities to link the assets of defense-related firms in this area with
those of non-defense-related firms already operating in the field.

4. To develop procedures for collaboration across states, levels of government, and
market sectors in areas of economic development.

C. Work Plan
1. Complete a broad scan of the environmental and marine technology sectors.
2. Complete a detailed description of the New England firms, their competitors, the

markets, and the technologies involved in marine environmental technology.



Strengthen the organizational relationships among marine environmental firms in
Southern New England.

Assess the competitive position of the Southern New England marine
environmental technology industry through an analysis of strengths, weaknesses,
opportunities, and threats.

Help firms collectively prepare a strategic plan or long-term agenda for enhancing
their ability to compete in various market segments.

Provide small financial incentives on a competitive basis to groups of firms who
join forces to pursue particular opportunities identified through the strategic plan.

In addition to taking these steps, the project will work with regional banks and the
Federal Reserve System to identify possible ways of improving the availability of capital to
defense-related firms. Also, all of its activities will be evaluated to meet its responsibilities as a

national pilot effort in multi-state collaboration.

D. Typical Activities of Environmental/Marine Technology Expansion (EMTEX) Model

1.

Compilation of directory of sector-related assets (such as industrial resources,
natural resources, higher education institutions, public financing programs, federal
laboratories) in the three states.

Development and operation of clearinghouse to link these firms and to match their
needs and assets as appropriate.

Hosting of regional conference(s) or meeting(s) to link defense-related and other
firms working in these fields and assist in identification of market opportunities.

Development of consortia of firms for market expansion.

Provision of technical assistance to EMTEX firms in market research, proposal
writing, strategic planning, and accessing capital.

Management of competitive program to make matching funds available to help
sector-based defense-related firms address the market effectively through such
means as market research, marketing strategy, proposal writing, strategic planning,
and human resource development.

o
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Chapter 1
People Programs

ELIGIBILITY:
¢ Individual

¢ Grantee Applicants

WORKER CONTACTS:

Dislocated workers who are unlikely to return to their previous
industries or occupations, including individuals who lose their jobs
because of plant closings or mass layoffs, and who have been
terminated or laid off, or have received a notice of termination or
layoff as a consequence of reductions in Defense spending or by
closures of military facilities. These employees include:

¢ Civilian employees of the Department of Defense (DoD).

e Civilian employees of the Department of Energy (DOE).

® Defense contractors’ employees who have been terminated or laid
off and who are unlikely to be re-employed in their previous
industry or occupation, and who are not entitled to retirement or
retainer pay related to the termination or layoff.

e Military personnel who are involuntarily separated, who are not
entitled to retirement or retainer pay related to the separation, and
who apply for assistance within 180 days from the date of
separation.

States, substate grantees (established under JTPA), employers,
representatives of employees, labor management committees and
other employer-employee entities. Grants may be awarded directly
or through the states.

Applications should be submitted to the Grant Office, Employment
and Training Administration, U.S. Department of Labor.
Applications must be submitted in accordance with the application
procedures published annually in the Federal Register by ETA.

The local agency in your area which administers JTPA programs or
your nearest State Employment Service Office.

State Dislocated Worker Contracts numbers are noted on page [-20 of
this handbook.

or,

U.S. Department of Labor, ETA

Office of Worker Retraining and Adjustment Programs
Room N-5626

200 Constitution Avenue, N.W.

Washington, D.C. 20210

(202)219-5577

I-14



Chapter I

People Programs

TELEPHONE CONTACTS FOR DISLOCATED WORKERS

STATE

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri

U.S. Department of Labor, (202) 219-5577

PHONE

(205) 242-5415
(907) 269-4658
(602) 542-2484
(501) 682-3123
(916) 324-0712
(303) 758-5020
(203) 566-7433
(302) 368-6913
(202) 6734435
(904) 488-9250
(404) 636-6336
(808) 586-9060
(208) 334-6298
(217) 785-6225
(317) 232-7371
(515) 2424799
(913) 296-5060
(502) 564-7015
(504) 342-7656
(207) 287-1292
(410) 333-5070
(617) 727-8158
(517) 373-9600
(612) 296-0928
(601) 949-2128
(314) 751-7896

Office of Worker Retraining

I-20

STATE

Nebraska
Nevada

New Hampshire

New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Montana

PHONE

(402) 471-2127
(702) 6874310
(603) 228-9500
(609) 984-3519
(505) 827-6866
(518) 457-3101
(919) 733-6383
(701) 224-3066
(614) 466-3817
(405) 557-7294
(503) 373-1995
(717) 787-9282
(809) 754-4806
(401) 277-3450
(803) 737-2606
(605) 773-5017
(615) 741-1031
(512) 320-9844
(801) 538-8750
(802) 8284177
(804) 7864832
(206) 4384631
(304) 538-3484
(608) 266-7406
(307) 235-3601
(106) 444-4500



Chapter I1
Business and Technology Programs

SMALL BUSINESS DEVELOPMENT CENTERS-NATIONWIDE
Small Business Administration

DESCRIPTION: The Small Business Development Center (SBDC) program is a
partnership between Federal, State, and local governments and
institutions of higher education to provide business management
and technical assistance to the nation's small businesses.

ELIGIBILITY: No requirements

CONTACT: Small Business Administration
409 3rd St.,, SW
Washington, DC 20416
(202) 6064000

BUSINESS DEVELOPMENT ASSISTANCE TO SMALL BUSINESSES
Small Business Administration

DESCRIPTION: This program provides advisory assistance and counseling,
dissemination of technical information and training

ELIGIBILITY: Existing and small potential small businesspersons and some
community group members

CONTACT: Asst. Admin. for Business Initiatives Education & Training
Small Business Administration
409 3rd St., SW
Washington, DC 20416
(202) 205-6665

SMALL BUSINESS LOANS [7(a) & 7(a)(11)]
Small Business Administration

DESCRIPTION: This program provides guaranteed/insured loans. Italso
provides direct loans and advisory services and counseling.

ELIGIBILITY: Recipients must be small, independently-owned and operated
businesses located in low inccine areas for 7(a)(11).

AVERAGE LOAN: (7)(a) — $192,000
(7)(11) — $68,000
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DESCRIPTION:

ELIGIBILITY:
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CONTACT:
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Loan Policy & Procedures
Small Business Administration
409 3rd St., SW

Washington, DC 20416

(202) 6064000

PROCUREMENT ASSISTANCE TO SMALL BUSINESS

Small Business Administration

This program provides special services to assist small businesses
obtain "fair" share of Federal supplies, services, and property
sold.

Recipients for this program must be either an existing or
potential small U.S. business

Associate Admin. for Procurement Assistance
Small Business Administration

409 3rd St., SW

Washington, DC 20416

(202) 205-6460

SMALL BUSINESS INVESTMENT COMPANIES (SBIC)

Small Business Administration

This program provides: (1) direct and guaranteed loans,
(2) advisory services to establish private investment companies,
(3) equity capital, and (4) advice to small businesses.

The program is open to any chartered small business investment
company meeting SBA requirements

51 million

Director _

Office of Operations
Investment Division

Small Business Administration
409 3rd St., SW, Room 6600
Washington, DC 20416

(202) 205-6510
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SMALL BUSINESS DEVELOPMENT CENTERS (SBDC)
Small Business Administration

DESCRIPTION: This program provides assistance for project grants, provision of
specialized services, advisory services and the dissemination of
technical information.

ELIGIBILITY: The program is open to any public or private institutions of
higher education and renewal of funding to entities currently
funded as SBDC

AVERAGE GRANT: $972,000

CONTACT: Small Business Administration
Office of SBDC
409 3rd St., SW
Washington, DC 20416
(202) 205-6766
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OFFICE OF ECONOMIC ADJUSTMENT
Department of Defense

DESCRIPTION: The Office of Economic Adjustment (OEA), Department of
Defense, assists state and local governments plan and carry out
community adjustment and economic diversification programs
for communities that suffer from economic downturns due to the
loss of a military facility or reductions in defense industry
contracts.

ELIGIBILITY: The applicant must be a unit of state or local government that has
formed a broad-based organization to plan for an economic
development strategy to deal with the reduction in DoD
spending. For Base Closure and Realignment communities, they
must show a direct and significant effect from the closure or
realignment. For communities dealing with reductions in
employment from defense industry contractors, they must show a
2,500-person job loss in an Metropolitan Statistical Area (MSA), a
1,000 person job loss in a non-MSA area, or job loss of 1 percent of
the employable labor force in the area, whichever is less.

CONTACT: Director
Office of Economic Adjustment (OEA)
400 Army-Navy Drive
Room 200
Arlington, VA 22202-2884
(703) 695-1800

SIZE OF GRANTS: $200,000 — $300,000

MATCHING FUNDS

REQUIRED: 25 percent of the grant in cash or in-kind services
OTHER RELEVANT

INFORMATION: There are also two other pilot programs, one for state

governments and another for local governments, to do advanced
planning for communities that are vulnerable to economic distress
from the downsizing of the Defense budget. These programs will
be available on a competitive basis and will be published in the
Federal Register.
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BASE TRANSITION OFFICE
Department of Defense

The Base Transition Office of the Department of Defense was
created by Secretary Les Aspin in July 1993 to establish a stronger
relationship of assistance for closing military bases. Base
Transition Coordinators are located at each closing base from
BRAC '88, '91, and '93 until the base is "officially” closed. These
military and civilian Transition Coordinators are directly linked
to the Office of the Secretary of Defense (OSD) to resolve
problems affecting the smooth closure of their assigned bases.

All domestic military bases on the BRAC '88,'91, and '93 lists

Director

Base Transition Office
The Pentagon

Room 3D443
Washington, DC 20301
(703) 614-8562

The Base Transition Office works closely with the Office of
Economic Adjustment and the base disposal offices of each of the
military services. Transition Coordinators are the first point of
contact for a community or business interested in information
about a closing base.

[I-7



Chapter III

Community Assistance Programs

TITLE IX, PUBLIC WORKS AND ECONOMIC DEVELOPMENT ACT OF 1965
Department of Commerce, Economic Development Administration

DESCRIPTION:

Grants are awarded to help communities respond to major job
losses such as those resulting from a natural disaster, plant
closing, or base closing. Funds can be used flexibly and are
designed to help communities with technical assistance,
planning, or actual implementation of an adjustment strategy,
including construction of public facilities and the availability of
revolving loan funds.

Defense Adjustment Assistance: Economic Development
Administration (EDA) programs can be used to assist
communities facing economic adjustment problems resulting
from base closure and realignment and Defense procurement
contract reductions. When EDA assistance is provided under the
Title IX programs, virtually all of EDA's program tools may be
packaged under a single grant that includes funding for
planning/strategy (separate of DoD efforts), technical assistance,
construction/ public works, revolving loan fund assistance, and"
training.

The EDA will consider funding applications to support selected
steps within the Implementation Plan of the DoD-sponsored base
reuse program. The EDA assistance is typically funded under
the Title IX Economic Adjustment Program. However, Title |
Public Works funds may also be requested for defense
adjustment projects if all of the Title I criteria are met. Detailed
information on the rules and procedures for EDA programs are
contained in the Agency's section of the annual edition of the
Federal Register (February 4, 1992) in a subsection entitled "Notice
of the Availability of Funds" and the Supplemental Federal Register
(March 10, 1992) in a subsection entitled "Notice of the
Availability of Special Defense Adjustment Funds." Copies of
those notices can be obtained from EDA at the address listed
below or from the regional offices on the following page.

Grants are awarded through two separate programs. The
Sudden and Severe Economic Dislocation (SSED) program makes
grants to state or local jurisdictions or other eligible public
organizations to develop or implement strategies to meet specific
needs of a community facing economic dislocation, for example,
a base closing. The Long-Term Economic Deterioration (LTED)
program is primarily designed to provide local small businesses
with revolving loan funds.
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REQUIRED:

OTHER RELEVANT
INFORMATION:
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An economic dislocation must satisfy one of the following
criteria to be considered for program funds (in exceptional
circumstances, the criteria may be partially waived by the
Assistant Secretary of Commerce for Economic Development).

(1) If the unemployment rate of the labor market area is equal
to or less than the national average, the dislocation must amount
to the lesser of 4 percent of the emploved population or 1,000
direct jobs.

(2) If the unemployment rate of the metropolitan area is equal
to or less than the national average, the dislocation must amount
to the lesser of 1 percent of the employed population or 8,000
jobs.

In addition to those two conditions, 50 percent of the job loss
threshold must result from the action of a single employer, or 80
percent of the job loss threshold must occur in a single standard
industry classification (SIC) [i.e., two-digit standard industrial
classification (SIC) code]. Actual dislocations must have
occurred within 1 year, and threatened dislocations must be
anticipated to occur within 2 years of the date the EDA is
contacted.

Director, Economic Adjustment Division
Economic Development Administration
Room 47327

14th and Constitution Avenue, N.W.
Washington, DC 20230

(202) 482-2659

Strategy Grant 530,000
Implementation Grant $700,000
Loan Fund $415,000
25 Percent

Grant applications are processed at the Regional Offices. Offices
are followed by states they serve.

Philadelphia Regional Office

105 South Seventh Street

Liberty Square Building, First Floor
Philadelphia, PA 19016

(215) 5974603
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Serves Connecticut, Delaware, District of Columbia, Maine,
Maryland, Massachusetts, New Hampshire, New Jersey, New
York, Pennsylvania, Puerto Rico, Rhode Island, Vermont,
Virginia, Virgin [slands, and West Virginia.

Atlanta Regional Office

401 West Peachtree Street, N.W.
Suite 1820

Atlanta, GA 30308-3510

(404) 730-3002

Serves Alabama, Florida, Georgia, Kentucky, Mississippi, North
Carolina, South Carolina, and Tennessee.

Chicago Regional Office
114 North Canal

Suite 855

Chicago, IL 60606-7402
(312) 353-7706

Serves lllinois, Indiana, Michigan, Minnesota, Ohio, and
Wisconsin.

Austin Regional Office
622 East Sixth Street
Suite 201, Grant Building
Austin, TX 78701

(512) 482-5461

Serves Arkansas, Louisiana, New Mexico, Oklahoma, and Texas.

Denver Regional Office
1244 Speer Boulevard
Room 670

Denver, CO 80204
(303) 8444714

Serves Colorado, Iowa, Kansas, Missouri, Montana, Nebraska,
North Dakota, South Dakota, Utah, and Wyoming.

Seattle Regional Office

915 Second Avenue

Suite 1956, Jackson Federal Building
Seattle, WA 98174

(206) 553-0596
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Serves Alaska, American Somoa, Arizona, California, the
Commonwealth of the Northern Mariana Islands, Guam, Hawalii,
Idaho, Nevada, Oregon, Washington, the Federated States of
Micronesia, and the Republic of the Marshall Islands.
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COMMUNITY DEVELOPMENT BLOCK GRANTS (CDBG)
Department of Housing and Urban Development

DESCRIPTION:

ELIGIBILITY:

CONTACT:

SUMMARY OF
PROGRAM:

SIZE OF GRANT:

MATCHING FUNDS
REQUIRED:

OTHER RELEVANT
INFORMATION:

The CDBG program allocates grant funds (1) to entitlement
communities (central cities, urban counties, and metropolitan
cities with population of 50,000 or more) and (2) to states for
allocation to nonentitlement communities. The purpose of
the grants is to promote neighborhood revitalization and
community and economic development, principally for low-
and moderate-income persons.

See above

Office of Block Grant Assistance
Room 7286

451 Seventh Street, S W.
Washington, DC 20410

(202) 708-3587

Allowable activities include acquisition and disposition of
real property, housing rehabilitation, historic preservation,
energy conservation, public works, public services,
community and neighborhood facilities, assistance to
community-based organizations, economic development,
dislocation of individuals and businesses, removal of barriers
to the elderly and handicapped, planning and urban design,
and administrative activities. These flexible funds may also
be used to meet the non-Federal share of other Federal grant
programs.

$350,000-5550,000

None

These funds are already supplied to communities or states.
Entitlement communities can use these funds for local "match
fund" requirements to receive other federal assistance and for
implementation of community reuse plans. In
non-entitlement communities, they must contact their state
community development office for more information on this
program.
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RURAL DEVELOPMENT ADMINISTRATION
Department of Agriculture

DESCRIPTION: The USDA Rural Development Administration (RDA) has
various programs available to aid in the development of rural
America. For base closure communities, the RDA can
provide funds to implement a community's Economic
Adjustment Plan. Community facilities loans, rural business
enterprise grants, business and industrial guaranteed loans
and intermediary relending program loans are among the
assistance programs available.

ELIGIBILITY: Only rural communities with populations less than 50,000 are
eligible for assistance from RDA. Each grantor loan program
has specific eligibility requirements.

CONTACT: USDA - Rural Development Administration
U.S. Department of Agriculture
5405 South Building
Room 5045
Independence Ave., N.W.
Washington, DC 20250-3200

SIZE OF GRANT: Depends on program
MATCHING FUNDS
REQUIRED: Depends on program
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NATIONAL ORGANIZATIONS MEMBERSHIP

The following is a compilation of national organizations which focus on economic adjustment
and redevelopment support. It includes many contacts that can be of assistance.

American Institute of Architects
National Office

1735 New York Avenue, N.W.
Washington, D.C. 20006

(202) 626-7300

FAX (202) 626-7325

AIA is the national professional association representing architects. Programs include Regional
Design and Urban Assistance Teams and the Community Assistance Division which sends
teams to communities working on design and/ or historic preservation programs. Local
chapters in most metropolitan areas. Planning assistance library, consultative services
available.

American Society of Landscape Architects
National Office

4401 Connecticut Avenue, N.W.
Washington, D.C. 20008-2302

(202) 686-2752

FAX (202) 686-1001

ASLA is a national professional society that represents the landscape architect profession (over
10,500 members in 46 chapters in North America). The Community Assistance Team conducts
special projects which exemplify the profession. Current projects include development of a
nature preserve, a land reclamation project, etc. The Information Resource Center answers
questions about all kinds of land use planning issues. Publications include: Landscape
Architecture (magazine) and Landscape Architecture News Digest (monthly newsletter).

Business Executives for National Security
601 Pennsylvania Avenue, N.W.

Suite 700

Washington, D.C. 20004-2602

(202) 737-1090

BENS is a national, non partisan trade association that attempts to: (1) build awareness that a

vibrant economy is the foundation for real national security; (2) improve the management of
our nation's defense; and (3) develop practical steps to prevent the use of nuclear weapons.
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Center for Community Change
1000 Wisconsin Avenue, N.W.
Washington, D.C. 20007

(202) 342-0594

FAX (202) 342-1132

The Center is a national not-for-profit organization committed to assisting grass roots
organizations which focus on low-income and predominately minority areas. Housing and
community/neighborhood reinvestment programs are the primary concern. Publications
include A Citizen's Guide to Creating a Housing Trust Fund, The Home Program: A Basic Guide for
Community Organizations, and Community Change (quarterly magazine).

Center for Economic Conversion
222 View Street

Mountain View, CA 94041

(415) 968-8798

CEC is a non profit public benefit corporation dedicated to building a sustainable
peace-oriented economy. CEC provides on-going start-up conversion assistance to
communities and produces two quarterly publications: Conversion Organizers Update, an
activists update, and Positive Alternatives, a conversion policy journal.

Center for Policy Alternatives
1875 Connecticut Avenue, N.W.
Suite 710

Washington, D.C. 20009

(202) 387-6030

CPA is a nonprofit center for progressive policy for state and local government. CPA surveys
state legislatures for conversion, diversification, and adjustment activities and publishes
periodic state reports on economic initiatives.

The Conservation Fund
1800 North Kent Street
Suite 1120

Arlington, VA 22209
(703) 525-6300

FAX (703) 525-4610

The Funds buys land outright — 258,400 acres since 1986 — for wildlife refuges, parks, and civil
war battlefields. Preservation programs also include riversides, wetlands, and greenways. $122
million land saved for $63 million investment to date.

Defense Budget Project

777 North Capitol Street, N.W.
Suite 710

Washington, D.C. 20002

(202) 408-1517
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DBP is a nonprofit research and analysis organization which examines national security policies
and defense spending issues. DBP publishes a number of useful documents and statistics on
defense spending projections, impact of downsizing, and current Federal adjustment
legislation.

The Development Training Institute
4806 Seton Drive

Baltimore, MD 21215

(410) 764-0786

DTl is a national training organization which offers The Leadership and Management Training
Program to directors and community leaders of community development corporations. The
five (5) month training session focuses on project planning, financing, and development for
community redevelopment and revitalization projects.

The Enterprise Foundation
500 American City Building
Columbia, MD 21044

(410) 964-1230

FAX (410) 1918

The Enterprise Foundation is a non profit corporation created to provide housing for the
nation's poor and has aided in the construction and rehabilitation of almost 28,000 homes in
more than 100 cities from Baltimore to Los Angeles since 1984. Technical assistance in addition
to financing is also provided.

Federation for Industrial Retention and Renewal
3411 West Diversey Avenue

Suite 10

Chicago, IL 60647

(312) 252-7676

FIRR is a membership association of community activist groups many of which work on
defense issues. FIRR produces a bi-yearly newsletter to promote the accomplishments and
activities of FIRR's members.

Human Resources Development Institute
AFL-CIO Headquarters Building

815 16th Street, N.W.

Washington, D.C. 20006

(202) 637-5189

HRDI is the employment and training arm of the AFL-CIO. HRDI offers technical services and

operates special programs to help labor respond to the needs of the unemployed. Contact
HRDI to identify the local chapters of the AFL-CIO and for assistance in approaching them.
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National Association of Installation Developers
1101 17th Street, N.W.

Suite 1200

Washington, D.C. 20036

(202) 296-9200

FAX (202) 296-0023

NAID is a nonprofit association created in 1976 to support communities in their efforts to make
productive use of closed military bases. NAID provides a forum for members to share
information of common interest in the conversion, redevelopment, and operation of former
military installations. Publications include NAID News. Annual conference includes programs
on sharing common practices and solutions.

National Commission on Economic Conversion and Disarmament
1801 18th Street, N.W.

Suite 9

Washington, D.C. 20009

(202) 462-0091

ECD is a nonpartisan, nonprofit association that conducts research, educates the public, and
publishes a bulletin, The New Economy, on the issue of conversion and disarmament.

National Congress of Community Economic Development
1875 Connecticut Avenue, N.W.

Suite 524

Washington, D.C. 20009

(202) 234-5009

FAX (202) 234-4510

NCCED is a non-profit trade association for Community Development Corporations in the U.S.
Publications: Development Times, monthly newsletter, and Resources, quarterly.

National Council for Urban Economic Development
1730 K Street, N.W.

Suite 915

Washington, D.C. 20006

(202) 223-4735

FAX (202) 223-4745

NCUED is a national membership organization representing urban economic development
practitioners. Economic Development is published twenty-two times per year; Commentary is a
quarterly journal presenting in-depth articles about innovative and effective programs and
approaches in economic development; Economic Development Abroad provides a global view of
the field bi-monthly; and annual reviews of the federal budget. Technical reports also available.
Annual meeting in Spring (Washington, D.C.) and workshops allow practitioners the
opportunity to talk with top economic development experts. Technical Assistance Service
provides hands-on advice.
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National Governors' Association
Center for Policy Research

Hall of States

444 North Capital Street, N.W.
Washington, D.C. 20001-1572
(202) 624-5300

NGA is a membership organization of America's governors. In 1990, NGA's Center for Policy
Research undertook a project to look at state policy and program options for easing the
transition for defense contractors and subcontractors from defense markets into civilian
markets. NGA published a Governor's Guide to Economic Conversion in the Fall of 1992.

National Trust for Historic Preservation
1785 Massachusetts Avenue, N.W.
Washington, D.C. 20036

(202) 673-4000

FAX (202) 673-4085

The Trust's Main Street, U.S.A. program provides technical assistance, organizational
consulting services, and resource teams to their 31 state affiliates. Individual communities can
apply for free assistance through their state affiliate or contract directly with National Main
Street Center for assistance.

Northeast-Midwest Institute
218 D Street, SE
Washington, D.C. 20003
(202) 544-5200

The NE-MW Institute is a nonprofit research and public education organization dedicated to
the long-term economic vitality of the region. It conducts research, develops public policies,
provides technical assistance, sponsors regional conferences, and distributes publications.

The Urban Land Institute

625 Indiana Avenue, N.W.
Washington, D.C. 20004-2930

(202) 624-7000

FAX (202) 624-7142

1-800-321-5011 — general information

ULl is an education and research institute for responsible land use and development.

Publications include Urban Land (monthly magazine) and The Land Use Digest, newsletter
(monthly).
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State and Local Resources

The following is a compilation ot some state
and local resources for economic adjustment.
While this list is not exhaustive, it does
include many of the state, regional and local
contacts that can be ot assistance. It s
organized by geographic region.

Northeast Region

Regional Technical Transfer Center
Center for Technology Commercialization
Massachusetts Technology Park

100 North Drive

Westborough, MA 01381

508/870-0042

Contact the RTTC for information regarding using,

transferring, or commercializing NASA's
technology.

Regional FLC Coordinator
DOT-Federal Aviation Administration
Technical Center

Attn.: ACL-1, Atlantic City International
Airport

Atlantic City, NJ 08405

609/484-6689

Contact the regional coordinator of the Federal
Laboratory Consortium for information regarding
the federal technology, small business workshops,
and the FLC Locator.

Northeast Manutacturing Technology Center
Renselear Polytechnic Institute

CI1 9009

Troy, NY 12180

518/276-6682

The center acts as a clearinghouse for New York,
Massachusetts, and Maine state and university
technology transfer programs.
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Connecticut

CT Innovations Inc.

Technology Assistance Center

845 Brook Street

Rocky Hill. CT 06067

203/258-4303
CT Innovations is a quasi-public organization that
acts as an information clearinghouse tor

technology related business programs and
activities, provides linkages with federal agencies,

and assists in new product market studies.

CT Commission on Business Opportunity,
Defense Diversitfication, and Industrial
Development

615 Goose Lane

Guilford, CT 06437

203/453-6273
A committee created by the state legislature to
study the effects of defense cuts on Connecticut
businesses and to make recommendations. The
commission was a driving force behind the 1991
act concerning establishment of defense

diversification initiatives.

CT Department of Economic Development
865 Brook Street
Rocky Hill, CT 06067
203/258-4201
This department is responsible for all state-level

community adjustment assistance. The
International Division is responsible for export and

investment assistance to communities.

CT JTPA Title Il Officer

CT State Department Of Labor
200 Folly Brook Boulevard
Weterstield, CT 06109

203/566-7433
The Job Training Partnership Act state grantee.
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Naugatuck Valley Project
47 Central Avenue
Waterbury, CT 06702
203/574-2410

The NVP is a regional, nonprofit organization in
Connecticut that attempts to maintain Naugatuck
Valley's industrial base through a variety of
retention strategies. The Naugatuck Valley Project
has been very successful in organizing community

and employee buyout strategies.
Delaware

Delaware Development Office
World Trade Section

820 French Street
Wilmington, DE 19801
302/577-6262

The state-level agency that provides export and
international investment assistance to

communities.
Maine

Center for Technology Transfer

59 Exeter Street

Portland, ME 04616

207/780-4616
This center focuses on the metal and electronics
industries to facilitate the adoption of new
manufacturing-management technologies, facilitate
joint ventures, disseminate technology-based
information, broker industry needs to public

sources, and monitor emerging technology.

ME Department of Economic &
Community Development

State House #59

Augusta, ME 04333

207/289-2656

The state-level agency responsible for local
economic adjustment assistance, and the agency
that provides export and international investment

assistance to communities.

ME Economic Conversion Project
Thornhurst Road
Falmouth, ME 04105

207/781-3947
The project works in partnership with diverse
constituencies in the public, private, and nonprofit
sectors to facilitate education, empowerment, and
collaborative initiatives to promote a sustainable
future.

ME State Economic Planning
State Economist

State House #38

Augusta, ME 04333
207/289-3261

The state agency responsible for studying the
effects of defense spending in Maine and making

policy recommendations to the state legislature.

Coordinator of Dislocated Worker Programs
ME Department of Labor

20 Union Street

State House #54

Augusta, ME 04330

207/289-5292
The JTPA state grantee.

Massachusetts

Center for Applied Technology

Bay State Skills Corporation

100 Summer Street, 2nd Floor

Boston, MA 02110

617/292-5100
CAT offers direct technical assistance to firms for
application of new technology, equipment
updating or acquisition, analysis of work
organization, and financial and management
analysis of impacts and associated costvbenefit of
new technology.

Machine Action Project

1176 Main Street

Springtield, MA 01103

413/781-6900
MAP is an ongoing industry retention, expansion,
and early warning network activist group that
provides a variety of services to the defense
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dependent region and the nation. Some of MAP's
ongoing projects include worker vocational
training, industrial retention campaigns, business
diversification assistance, technology transfer
assistance, ongoing research, earlv warning and
industrial network maintenance, and conversion
support.

MA Industrial Services Program
One Ashburm Place

Boston, MA 02108
617/727-8158

ISP specialists provide on-site services to troubled
firms such as developing business plans, reviewing
financial  statements, evaluating marketing
procedures and assessing operations. ISP can also
offer loans to firms through the state’'s Economic

Stabilization Trust.

MA Employment and Training
Administration
Charles F. Hurley Building
Government Center
Boston, MA 02114
617/727-6600
The JTPA state grantee.

MA Office of International Trade
100 Cambridge Street

Suite 902

Boston, MA 02202
617/227-3488

The state-level agency that provides export and
international investment assistance to
communities.

New Hampshire

NH Department of Resources and
Economic Development

Program Information Officer

Box 856,105 London Road

Building 2

Concord, NH 03301

603/271-2591

The state agency responsible for coordinating all
state-level economic adjustment projects and for
providing export and investment assistance to
communities.
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NH Job Training Council
64 B Old Suncook Road
Concord, NH 03301
603/224-3311

The state JTPA admunistrator.
New Jersey

Center for Manufacturing Systems,
Technology Extension

New Jersey Institute of Technology

Newark, NJ 07102

201/596-5819

The center helps small and medium-sized
manufacturing firms applying known technology
solutions to production, operations, and business
problems by entering into industry partnerships
ranging from consultations to research projects.

NJ Center for Public Dispute Resolution
Department of Public Advocate

Hughes Justice Complex

25 Market Street

CN 850

Trenton, NJ 08625

609/292-1773

The center provides: customized training in
dispute resolution techniques; a neutral third
party for negotiations and policy dialogues; and
assistance to government agencies and courts in
developing and implementing case management

procedures.

NIJ Office of International Trade
P.O. Box 47024

Newark, NJ 07101
201/648-3518

The state-level agency that provides export and
international investment assistance to

communities.
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Program on Regional and Industrial
Economics

Center for Urban Policy Research

Rutgers University

P.O. Box 489

Piscataway, NJ 08903

908/932-4587
PRIE is an academic study group that studies
conversion policy issues.

Technology Extension Center in
Information Sciences

New Jersey Institute of Technology

Center for Information Age Technology

Newark, NJ 07102

201/596-3035

The center provides technical assistance to small
businesses starting to computerize or upgrade their

computer facilities.

New York

Industrial Effectiveness Program

New York Department of Economic
Development

One Commerce Plaza

Albany, NY 12245

518/474-1131

This program helps manufactuning companies
overcome competitive problems and achieve

long-term viability through self-help measures.

Industrial Technology Extension Service New

York State Science and Technology
Foundation

99 Washington Avenue- Suite 1730

Albany, NY 12210

518/473-9796

This program helps to improve the competitiveness
of the state's industrial sector by matching firms
with public and private resources researching,
evaluating, and helping them to implement

improved technical or managenal practices.

NY State Department of Commerce
International Division

Deputy Commissioner

1515 Broadway

New York, NY 10036 212/827-6200

The state-level agency that provides export and
international investment assistance to

communities.

NY State Department of Economic
Development

One Commerce Plaza

Albany, NY 12245

518/474-4100

The state-level agency responsible for all local
adjustment and development efforts. Conducted a
1991 assessment of defense spending in the state.
Also inquire about the Empire State
Manufacturing Service designed to stimulate
industrial modernization in the state. Call directly

at 518/474-1131.
Rhode Island

Economic Innovation Center
28 Jacome Way
Middletown, RI 02840
401/849-9889

The EIC is an operating collaborative of
government, community, educational, and
business entities working towards a prioritized
program for: technological transfer, business
networking, information acquisition,
manufacturing innovation, and establishment of

foreign partnerships.

RI Department of Administration
Division of Planning

Office of Strategic Planning

One Capitol Hill

Providence, R1 02908
401/863-1221

The state-level agency responsible tfor designing
the state's strategic plan. The agency published
"Defense Spending After the Cold War and The
Rhode Island Economy” in 1990.
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RI Department of Economic Development

7 Jackson Walkway

Providence, RI 02903

401 277-2601
The state-level agency responsible for all local
adjustment activities and providing information
regarding export and international investment
assistance to communities.

Balance Of State PIC
101 Friendship Street
Providence, RI 02903

401/277-2090
Private Industry Council for the balance of the
state of Rhode Island. Job Training Partnership
Act (JTPA) funding recipient.

Providence/Cranston SDA
180 Westminster Street
2nd Floor

Providence, RI 02903

401/861-0800
JTPA funding recipient.

Northern Rhode [sland Private Industry
Council

640 Washington Highway

Lincoln, RI 02865-4243

401/333-3944
JTPA funding recipient.

Vermont

VT Department of Economic Development

Pavilion Ottfice Building

109 State Street

Montpelier, VT 05602

802/828-3221
The state-level agency responsible for all local
economic adjustment and development efforts.
Contact the Director of International Business for
information regarding export and international
investment assistance to communities.
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Mid-Atlantic Region

Regional FLC Coordinator

DoD-Naval Research Laboratory

4555 Overlook Ave., SW

Washington, DC 20375-5000

202/767-3744
Contact the regional coordinator of the Federal
Laboratory Consortium (FLC) for information
regarding the use of federal technology, small
business workshops, and the use of the FLC
Locator.

Regional Technology Transfer Center

Mid-Atlantic Technology Applications
Center

University of Pittsburgh

823 William Pitt Union

Pittsburgh, PA 15260

412/648-7000
Contact the RTTC for information regarding
using, transferring, or commercializing NASA's
technology.

District of Columbia

Center for Dispute Settlement
1666 Connecticut Ave., NW
Washington, DC 20009
202/265-9572

The center offers direct mediation services or
mediation training to communities and
organizations.

DC Office of the Mayor

Director of Economic Development
1250 T Street, NW

Suite 1003

Washington, DC 20005

202/727-1576
The state-level agency responsible for all local
economic development and adjustment activities.
The agency also provided export and international
investment assistance to communities.
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Maryland

MD International Business Development
World Trade Center
7th Floor
401 E. Pratt Street
Baltimore, MD 21202
301/333-8180
The state-level agency that provides export and

international investment assistance to
communities.

MD Technology Extension Service
Engineering Research Center
University of Maryland

College Park, MD 20742
301/405-3883

The extension service provides access to new
technology, guidance in using new technology,
assistance prioritizing needs, insight into
technology adoption, and training for all Maryland
manufacturing firms.

Maryland Department of Economic &
Employment Development

217 East Redwood Street

Baltimore, MD 21202

301/333-6948

This is the state agency responsible for all state
worker and business adjustment programs. This
agency conducted an assessment of defense
facilities, contractors, and subcontractors through
an extensive three-part survey.

Pennsylvania

Delaware Valley Industrial Resource Center
12265 Townsend Road, Suite 500
Philadelphia, PA 19154
215/464-8550
One of eight regional, industrial resource centers
established by the commonwealth to provide
practical hands-on services to manufacturing
companies.

Industrial Modernization Center, Inc.
Farm Complex

RD #5, Box 220-62A
Montoursville, PA 17754
717/368-8361

One of eight regional, industrial resource centers
established by the commonwealth to provide
practical hands-on services to manufacturing
companies.

Manufacturers Resource Center
301 Broadway

Bethlehem, PA 18015
215/758-5599

One of eight regional, industrial resource centers
established by the commonwealth to provide
practical hands-on services to manufacturing
companies.

Manufacturing Technology Industrial
Resource Center

631 South Richland Ave.

P.O. Box 5046

York, PA 17405

717/843-5054

One of eight regional, industrial resource centers
established by the commonwealth to provide
practical hands-on services to manufacturing
companies.

Northeast Pennsylvania Industrial Resource
Center

Garden Village Professional Center

Suite 125

West Pittston, PA 18643

717/654-8966

One of eight regional, industrial resource centers
established by the commonwealth to provide
practical hands-on services to manufacturing
companies.

Northwest Pennsylvania Industrial Resource
Center

824 Peach Street

Erie, PA 16501

814/456-6299

One of eight regional, industrial resource centers
established by the commonwealth to provide
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practical hands-on services to manufacturing
companies.

PA Department of Commerce
Office of International Development
433 Farum Building

Harrisburg, PA 17120
717/787-7190

The state-level agency that provides export and
international investment assistance 1o
communities.

Southeast Region

Regional FLC Coordinator
Tennessee Valley Authority
400 W. Summit Hill Drive
Knoxville, TN 37902
615/632-6435

Contact the regional coordinator of the Federal
Laboratory Consortium (FLC) for information
regarding the use of federal technology, small
business workshops, and the use of the FLC
Locator.

Regional Technology Transfer Center

Southern Technology Application Center

University of Florida, College of
Engineering

Box 24, One Progress Blvd.

Alachua, FL 32615

904/462-3913

(FL) 1-800-354-4832

(National) 1-800-225-0308
Contact the RTTC for information regarding
using, transferring, or commercializing NASA's
technology.

Alabama

Alabama Development Office

State Capitol

Montgomery, AL 36130

205/263-0048
The state-level agency responsible for all
community economic adjustment activities.

Contact the Director of International Marketing
and Industrial Development for information
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regarding export and international investment
assistance to communities.

Alabama Productivity Center

University of Alabama

P.O. Box 870318

Room 104, Farrah Hall

Tuscaloosa, AL 35487

205/348-8956
The center brings available expertise and
university resources to firms for implementation of
new processes, compiling forecasting models, and
developing software or prototype software for
clients' needs.

Industrial Modernization Program

Alabama Department of Economic and
Community Affairs

3465 Norman Bridge Road

P.O. Box 250347

Montgomery, AL 36125

205/284-8950
The program assists targeted industries that are
economically lacking in efficiency due to low
productivity, equipment, or methods.

Florida

Florida Department of Commerce

Bureau of International Trade and
Development

331 Collins Building

Tallahassee, FL. 32399-2000

904/488-6124

The state-level agency that provides export and
intemmational investment assistance to
communities.

Florida High Technology and Industry
Council

Executive Office of the Governor

The Capitol

Tallahassee, FL 32399-0001

904/487-3134

This state-level council promotes the development
of a diversified, technology-based economy. The
Council administers innovative programs in
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technology research, vocational education,
economic development, and defense spending.

Georgia

Economic Development Laboratory
Georgia Technology Research Institute
Georgia Institute of Technology
Atlanta, GA 30332

404/894-3830
Using a network of regional offices and field staff,
the laboratory provides manufacturers and local
communities with information and technical -
assistance on new technologies, management tools
and techniques, and access to problem solving
engineering skills.

GA Department of Industry and Trade
Marquis Tower Two, Suite 1100

285 Peachtree Center

Atlanta, GA 30303

404/656-4504

The state-level agency responsible for industry
adjustment and providing export and international
investment assistance to communities.

Kentucky

Center for Robotics and Manufacturing
Systems

University of Kentucky

220 Robotics Facility

Lexington, KY 40506-0108

606/257-6262

The center conducts research and factory
assessments in the areas of metalworking
processes, nontraditional manufacturing processes,
and electronic manufacturing, among others.

Industrial Engineer Program

University of Kentucky

3860 U.S. Highway 60 West

Owensboro, KY 4230]

502/926-4433
University engineers provide technical assistance
to small and medium-sized firms.

KY Cabinet for Economic Development
Capitol Plaza

Frankfort, KY 4060

502/564-2170

The state-level agency responsible for local
economic adjustment projects. Contact the
Director of the Office of International Marketing
for information regarding export and international
investment assistance to communities.

Technology Assistance Program
P.O. Box 9005

Bowling Green, KY 42102-9005
502/781-7911

The program provides direct assistance and
referrals for small and medium-sized businesses
interested in increasing productivity and
competitiveness by implementing higher

technologies.
Louisiana

LA Department of Economic Development
P.O. Box 91485

Baton Rouge, LA 70804

504/342-5388

The state-level agency responsible for local
economic adjustment and development projects.

LA Office of International Trade. Finance
and Development
P.O. Box 94185
Baton Rouge, LA 70804-918
504/342-9232
The state-level agency that provides export and

international investment assistance to
communities.

n

Mississippi

MS Department of Economic and
Community Development

P.O. Box 849

Jackson, MS 39205

601/359-3449

The state-level agency responsible tor all
economic development and adjustment activities.
Contact the Director of the Export Office for
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information regarding export and international
investment assistance to communities.

North Carolina

Industrial Extension Service
North Carolina State University
P.O. Box 7902

Raleigh, NC 27695-7902
919/515-2358

To facilitate economic development and improve
productivity and quality, the program provides
engineering and management services such as
technical assistance, information dissemination,
applied research projects, and courses and
workshops to businesses, industry, and local
governments.

NC Department of Commerce
Director of International Marketing
430 N. Salisbury Street

Raleigh, NC 27611

919/733-7193

The state-level agency that provides export and
international investment assistance to
communities.

South Carolina

SC State Development Board
Box 927

Columbia, SC

803/734-0418

The state-level agency responsible for local
economic adjustment activities and providing
information regarding export and international
investment assistance to communities.

Southeast Manufacturing Technology Center
University of South Carolina

College of Engineering

Swearingen Engineering Center

Columbia, SC 29208

803/777-9595

The center's primary task is to seek out emerging
technologies from federal labs and universities,
which can be used by small and medium-sized
firms as they evolve technologically.
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Tennessee

Center for Industrial Services

226 Capitol Boulevard

Suite 401

Nashville, TN 37219

615/242-2456
The center provides technical assistance by
accessing university faculties in engineering,
business, and management as well as consultants
and center staff members to conduct needs
assessments and identify other resources for
assistance for instate businesses.

TN Department of Economic and
Community Development

320 6th Ave., North

Nashville, TN 37219

615/242-2456

The state-level agency responsible for local
economic adjustment activities and for providing
export and international investment assistance to
communities.

Midwest Region

Mid West Center for Labor Research
3411 West Diversey Avenue

Suite 10

Chicago, IL 60647

312/278-5418

A nonprofit organization dedicated to helping
industrial communities save manufacturing jobs.
In addition to publications such as the "Early
Warning Manual," MCLR conducts feasibility,
labor impact, and industry retention studies for
communities in the region.

Regional FLC Coordinator
DOE-Argonne National Laboratory
Technology Transfer Center

9700 S. Cass Ave.

Building 990, Room M3

Argonne, IL 60439-4841

708/252-5361
Contact the regional coordinator of the Federal
Laboratory Consortium (FLC) for information
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regarding the use of federal technology, small
business workshops, and using the FLC Locator.

Regional Technology Transfer Center
Battelle Memorial Institute

Great Lakes Technology Transfer Center
25000 Great Northern Corporate Center
Suite 450

Cleveland, OH 44070

216/734-0094
Contact the RTTC for information regarding
using, transferring, or commercializing NASA's
technology. :

Illinois

Center for Advanced Manufacturing and
Production

Southern Illinois University at Edwardsville

Box 1108

Edwardsville, IL 62026-1108

618/692-2166

Through the center counseling, phone inquiries,
and workshops may be conducted in areas such as
product development, identification of vendors of
new technology and software, business planning,
small business development, international trade,
and bidding on government contracts.

[L Department of Commerce and
Community Affairs

International Business Development Office

100 West Randolph, Room 3-400

Chicago, IL 60601

312/814-7166

The state-level agency that provides export and
international investment assistance to
communities.

Indiana

Calumet Project for Industrial Jobs
4012 Elm Street

East Chicago, IN 46312
219/398-6393

A nonprofit organization that maintains the longest
running on-site early wamning network in the

country. The network consists of large
manufacturers in the northern Indiana region.

Indiana Business Modemization and
Technology Corporation

One North Capitol Ave.

Suite 925

Indianapolis, IN 46204

317/635-3058

Representatives from the ten regional offices visit
businesses to help identify and analyze technical
and business problems and either provide solution
assistance or identify resources that can be used.

IN Department of Commerce

International Trade and Business
Development

One North Capitol

Suite 700

Indianapolis, IN 46204

317/232-8845
The state-level agency that provides export and
international investment assistance to
communities.

Technical Assistance Program
Purdue University

Civil Engineering Building, #G175
West Lafayette, IN 47907
317/494-6258

The program assists Indiana businesses, industries,
and governments implement new technologies in
the areas of product development, engineering,
manufacturing methods, and industrial
management.

Michigan

MI International Office
P.O. Box 30225
Lansing, MI 48809
517/373-1054

The state-level agency that provides export and
international investment assistance to
communities.
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Midwest Manufacturing Technology Center
2901 Hubbar Road

P.O. Box 1485

Ann Arbor, MI 48106

313/769-4000

The center provides a variety of services to small
and medium-sized tooling, machinery, plastic
processes, and metal-forming firms such as
problem assessment and solution identification,
implementation, and integration.

Technology Transfer Network
Michigan Department of Commerce
P.O. Box 30225

Lansing, MI 48909

517/335-2139

Acts as a clearinghouse for information on the
states university-based technology centers.

Minnesota

MN Economic Conversion Task Force
State Office Building

Room 407

St. Paul, MN 55155

612/296-0294
The legislatively mandated task force that studied
the impact of defense spending on Minnesota and
made recommendations to the legislature.

Minnesota Jobs With Peace
1929 South 5th Street
Minneapolis, MN 55454
612/338-7955

Jobs With Peace is a private, nonprofit
organization providing staff support, community
education, fundraising, and other activities
supporting and promoting economic conversion in
Minnesota. Current activities include Unysis site
work, producing their newsletter, and developing a
plan for future conversion advocacy.

MN Trade Office

1000 World Trade Center
300 East 7th Street

St. Paul, MN 55101
612/297-4227
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The state-level agency that provides export and
international investment assistance to
communities.

Ohio

Center for Mediation of Disputes, Inc.

8 West 9th Street

Cincinnati, OH 45202

513/721-4666
This nonprofit organization offers mediation and
consultation services to public and private
institutions.

Cleveland Coalition Against Plant Closings
The Regional Industry Center Project

1800 Euclid Avenue

Suite 314

Cleveland, OH 44115

216/566-8100

The Cleveland Coalition provides early warning
training for local economic development
departments and labor unions. Training includes
an early warning manual and checklist they
developed.

Ohio Department of Development

Small and Developing Business Division
State Office Tower II

77 South High Street

Columbus, OH 43215

614/644-9599

The state-level agency responsible for all local
economic adjustment and development efforts
including the 1990 report "Ohio's Changing
Defense Procurement Patterns: A Company
Perspective".

Ohio Department of Development
International Trade Division
77 South High St., 29th Floor

" Columbus, OH 43215

614/466-5017
The state-level agency that provides export and
international investment assistance to
communities.
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Ohio Technology Transfer Organization
Division of Technological Innovation
Ohio Department of Development

77 South High Street, 26th Floor
Columbus, OH 43266

614/466-4286

The organization is responsible for the state’s
business development needs. It links with all
university technology centers.

Wisconsin

WI Department of Economic Development
Bureau of International Development

123 W. Washington Ave.

Radison, WI 53703

608/266-1767
The state-level agency that provides export and
international investment assistance to
communities.

Mid-Continent Region

Regional FLC Coordinator

HHS/PHS/FDA-National Center for
Toxicological Research

NCTR Drive

Jefferson, AR 72079-9502

501/543-7516
Contact the regional coordinator of the Federal
Laboratory Consortium (FLC) for information
regarding the use of federal technology, small
business workshops, and using the FLC Locator.

Regional Technology Transfer Center

Commercial Technology Services

Texas A&M University System

310 Wisenbaker Engineering Research
Center

College Station, TX 77843-3369

409/845-0538
Contact the RTTC for information regarding
using, transferring or commercializing NASA's
technology.

Arkansas

AK Industrial Development Commission
One State Capitol Mall

Little Rock AK 72201

501/682-1121

The state-leve! agency responsible for local
economic adjustment activities and providing
export and international investment assistance to
communities.

Center for Technology Transfer
University Of Arkansas

131 Engineering Research Center
West 20th Street

Fayetteville, AK 72701
501/575-3747

The center helps entrepreneurs develop new ideas
and businesses develop marketing plans as well as
refer businesses to other resources in the state. The
center also provides assistance in industrial and
chemical engineering.

Colorado

Accord Associates

1898 South Flatiron Court
Boulder, CO 80301-2869
303/444-5080

An organization that offers mediation services and
provides training programs and workshops in
dispute resolution.

CDR Associates
100 Arapaho Ave.
Suite 12

Boulder, CO 80302
303/442-7367

Provides training and consultation services to
public and private sector organizations.
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Governor's Office of Economic
Development

1625 Broadway

Suite 1710

Denver, CO 80202

303/892-3850

The state-level agency responsible for all local
economic adjustment and development activities
and for providing export and international
investment assistance to communities.

lowa

Center for Industrial Research and Service

500 Iowa State University Research Park

Ames, IA 50010

515/294-0932
The center's staff specialists, private liaisons, and
university expertise provides Iowa businesses with
problem identification, assessment,
implementation, and follow-up services in the
areas of productivity engineering, marketing, and
management.

IA Department of Economic Development
200 E. Grand Ave.

Des Moines, 1A 50309

515/242-4743

The state-level agency responsible for local
economic adjustment efforts and for providing
export and international investment assistance to
communities.

Kansas

Center for Technology Transfer

Pittsburg State University

1701 South Broadway

Pittsburg, KS 66762

316/235-4114
The center provides a variety of technology
management services to Kansas firms including
design, testing, prototype, product development,
and processing assistance through analysis,
training, and educational services.
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Industrial Liaison Program

112 West 6th Street

Suite 400

Topeka, KS 66603

913296-5272
The program helps small businesses and
entrepreneurs overcome production or technical
problems, improve production processes, and
capitalize on advanced production techniques and
technologies through technical assistance from its
two regional offices.

KS Department of Commerce
Trade Development Division
400 8th Street
Suite 500
Topeka, KS 66603
913/296-4027
The state-level agency that provides export and

international investment assistance to
communities.

Mid-American Manufacturing Technology
Center

8208 Melrose Drive

Lenexa, KS 66214

913/888-5832
This recently created center will attempt to create a
"Technology Transfer Delivery System" that will
help small manufacturing firms incorporate
technology into their operations. The center is also
planning to design, build and operate a mobile
factory for on-site training seminars.

New Mexico

NM Economic Development and Tourism
Department

1100 St. Francis Drive

Santa Fe, NM 87503

505/827-0300

The state-level agency responsible for all local
economic development and adjustment activities.
Contact the Director of International Development
at 505/827-0309 for information on export and
international investment assistance to
communities.
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JOB TRAINING PARTNERSHIP ACT (JTPA) DISLOCATED WORKER PROGRAMS

DEFENSE DIVERSIFICATION PROGRAM (DDP)

DEFENSE CONVERSION ADJUSTMENT (DCA) PROGRAM

Operated by the Department of Labor's Employment and Training Administration (ETA)

DESCRIPTION:

with Funds from the Department of Defense

Provides training and readjustment assistance to workers and military
personnel dislocated by defense cutbacks and closure of military
facilities; and provides planning support and conversion assistance for
diversification of affected facilities within an area impacted by
reductions in military expenditures or closure of military facilities.

The programs are tailored to meet participant’s individual needs, and
emphasis is placed on long-term training (both educational and
occupational) that will make the dislocated worker competitive in the
workforce of the future.

Retraining Services: May include classroom, occupational skill, and
on-the-job training. Basic and remedial education, entrepreneurial
training, and instruction in literacy; English-as-a-Second-Language may
also be provided.

Readjustment Services: Includes outreach and intake; development of
individual readjustment plans; labor market information; job
development; job search and placement; supportive services (including
child care and transportation allowances); relocation assistance and
pre-layoff assistance programs.

Needs Related Payments: Eligible workers who have exhausted their
unemployment insurance (UI) may receive needs-related payments to
help them complete training or education programs. Payments may not
exceed the individual’s UI benefits or the poverty level, whichever is
higher. To qualify for payments, certain enrollment rules must be met.

Skills upgrading: In addition to the services listed above, skills
upgrading may be provided to currently employed workers in
non-managerial positions in order to convert a Defense facility and
prevent a closure or mass layoff, and to replace or update obsolete skills
to facilitate re-employment of such individuals. (DCA grants only).

NOTE: A limited amount of DDP funds may be used to implement high

performance workplace and workforce participation systems, and new
production technologies to assist conversion efforts.
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Missouri

Center for Technology Transfer and
Economic Development

University of Missouri

212 Mechanical Engineering Annex

Rolla, MO 65401

314/341-4555

The center is an umbrella organization providing
referral services to small and medium sized
businesses for the Manufacturing Research and
Training Center, the Missouri Extension Service
Teams, and the NASA Industrial Application’
Program.

MO International Business Office
P.O.Box 1157
Jefferson City, MO 65102

314/751-4855
The state-level agency that provides export and
international investment assistance to
communities. -

Montana

MT Department of Commerce
Business Development Division
International Trade Office

1429 9th Ave.

Helena, MT 59620

406/444-4380
The state-level agency that provides export and
international investment assistance to
communities.

University Technical Assistance Program

402 Roberts Hall

Montana State University

Bozeman, MT 59717

406/994-3812
Program staff and university faculty provide
on-and off-site needs assessments, solution
identification, and resource referrals to instate
manufacturers.

Nebraska

NE Department of Economic Development
P.O. Box 94666

State Capitol

Lincoln, NE 68509

402/471-3770

The state-level agency responsible for local
economic adjustment activities and providing
export and international investment assistance to
communities.

Technical Assistance Center Room
W191, Nebraska Hall

University of Nebraska--Lincoln
Lincoln, NB 68588-0535
402/472-5600

The center attempts to improve instate businesses
productivity bv providing technical assistance and
information on engineering and technical issues.

North Dakota

Center for Innovation and Business
Development

University of North Dakota

Box 8103

(212 Harrington Hall)

Grand Forks, ND 58202

701/777-3132
The center helps conduct product feasibility
studies, develop and analyze business plans,
prepare financing packages, write grant proposals,
and identify problems for entrepreneurs,
researchers, small manufacturers, and inventors.

ND Department of Economic Development
1833 E. Bismark Expressway

Bismark, ND 58504

701/221-5300

The state-level agency responsible for local
economic dev ~.opment activities. Contact the
International Trade Division for information
regarding export and international investment
assistance to communities .

VII-16



Oklahoma

OK Department of Commerce
[nternational Division
6601 Broadway Extension
P.O. Box 26980
Oklahoma City, OK 73126
405/843-9770
The state-level agency that provides export and

international investment assistance to
communities.

South Dakota

SD Economic Development and Tourism
Office

Capitol Lake Plaza

Pierre, SD 57501

605/773-5032

The state-level agency responsible for al!
economic development and adjustment activities
and for providing export and international
investment assistance to communities.

Texas

Governor's Economic Transition Task Force
P.O. Box 12428
Austin, TX 78711
512/463-1814
The task force monitors the impact of detense

spending cuts in Texas and makes
recommendations to the governor.

Technology and Business Development
Center

310 Wisenbaker Engineering RC

College Station, TX 77843

409/845-0538
This program promotes, through its Municipal
Assistance, the Technical Assistance, and
Research Assistance Programs, the application of
technology-related research to increase economic
growth and encourage industrial and
entrepreneurial development.
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TX Office of International Trade
816 Congress, Suite 1200

P.O. Box 12728

State Capitol

Austin, TX 78711

512/472-5059

The state-level agency that provides export and
international investment assistance to
communities.

Utah

Utah Department of Commerce and
Economic Development

324 South State Street

Salt Lake City, UT 84114

801/538-8736

The state-level agency responsible for all
economic development, economic adjustment, and
export and international investment assistance to
communities.

Wyoming

Wyoming Office of the Governor
Director of International Trade
Cheyenne, WY 82002

307/777-6412
The state-level agency that provides export and
international investment assistance to
communities.

Far West Region

Regional FLC Coordinator
DoD-Naval Ocean Systems Center
271 Catalina Blvd.

San Diego, CA 92152

619/553-2101
Contact the regional coordinator of the Federal
Laboratory Consortium (FLC) for information
regarding the use of federal technology, small
business workshops, and using the FLC Locator.
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Regiongrlechnology Transfer Center

University of Southern California

3716 South Hope Street, Suite 200

Los Angeles, CA 90007-4344

213/743-6132

(CA) 1-800-642-2872

(National) 1-800-872-7477
Contact the RTTC for information regarding
using, transferring, or commercializing NASA's
technology.

Alaska

State of Alaska

Office of International Trade
3601 C Street

Suite 798

Anchorage, AK 99503

907/561-5585
The state-level agency that provides export and
international investment assistance to
communities.

Arizona

AZ Department of Commerce

Director, International Business and Trade
3800 N. Central

Phoenix, AZ 85102

602/280-1371

The state-level agency that provides export and
international investment assistance to
communities.

California

Aerospace Task Force
6922 Hollywood Blvd.
Los Angeles, CA 90028
213/462-5111

ATF is a coalition that attempts to mitigate the
problems defense downsizing has on the Los
Angeles region. ATF has three principle goals:
educate the public, promote diversification, and
lobby for adjustment support at the state and
federal levels.

CA Commission on State Finance
915 Capitol Mall

Suite 435

Sacramento, CA 95814
916/653-2664

Produced state-level reports on the impact of
defense spending in California for 1990 and 1991.

CA Department Of Commerce
801 K Street

Suite 1700

Sacramento, CA 95814
916/322-139%4

This state agency provides a variety of services to
communities and businesses. CADoC publishes a
semiannual newsletter titled "Bear Tracks" and
tracks instate technology transfer efforts.

CA World Trade Commission
Director of Export Development
1121 L Street
Suite 310
Sacramento, CA 95814
916/324-5511
The state-level agency that provides export and

international investment assistance to
communities.

Center For Working Life
600 Grand Ave.

Suite 305

Oakland, CA 94610
510/893-7343

The center offers technical assistance to
communities adjusting to base or plant closings. It
specializes in peer counseling, labor-management
councils, and outreach strategies. The center's
primary publications include "Starting Over" a
handbook for dislocated workers. It is a how-to
book on facilitating job clubs that include
participant handouts and worksheets.
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Hawaii

HI Department of Business and Economic
Development

P.O. Box 2359

Honolulu, HI 96804

808, 548-3048
The state-level agency responsible tfor all
economic development activities. Contact the
Trade and Industn Development Branch for
information regarding export and international
investment assistance to communities.

Idaho

ID Department of Commerce
Division of International Business
700 West State Street

2nd Floor

Boise, ID 83720

208/334-2470

The state-level agency that provides export and
international investment assistance to
communities.

Nevada

NV Commission on Economic Development
Capitol Complex

Carson City, NV 89710

702/687-4325

The state-level agency responsible for all
economic adjustment activities, and for providing
export and international investment assistance to
communities.

Oregon

Confluence Northwest
P.O. Box 8182
Portland, OR 97207
503/243-2663

This organization offers mediation, facilitation,

training, and conflict management systems design.

Chapter V]
State and Local Organizations

Oregon Economic Development
Department

International Trade Division

121 SW Salmon, Suite 300

One World Trade Center

Portland, OR 97204

503/229-5625
The state-level agency that provides export and
international investment assistance to
communities.

Washington

Mediation Institute

605 First Ave.

Suite 525

Seattle, WA 98104-2244
206/624-0805

The institute provides mediators, conducts training
workshops, and produces publications on contlict
resolution.

Washington Community Diversification
Advisory Committee

Department of Community Development

906 Columbia Street, SW

P.O. Box 48300

Olympia, WA 98504-8300

206/753-2200
This committee published "Diversification:
Strategies for Military-Dependent Communities,
Firms, and Workers in Washington State.”
Members of the committee represent a
cross-section of military-oriented businesses,
economic development authorities, labor
organizations, state and local agencies, peace
activists, and representatives of the military.

WA Department of Trade and Economic
Development

Import/Export Office

2001 6th Avenue

26th Floor

Seattle, WA 98121

206/464-7143
The state-level agency that provides export and
international investment assistance to
communities.
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