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‘The United States is facing two major ongoing

structural economic changes. First, the United States has helped
create a world of open trade, and it is competing with underdeveloped
countries who have an opportunity to industrialize very rapidly.
Second, technological development is proceeding at a fast pace.
High-wage industries in the United States, the Western industrial
nations, -and Japan will have to find profitable enterprises other
than manufacturing because of the low-wage workers in the developing
worYd. Economic opportunities need to be found in which American
companies can do well—enough i¢ sustain present wage levels. The .
United States must cultivate or develop enough industries that are so
technically advanced that they create near monopolies. Technical
competence must first be enhanced greatly at the highest scientific
level in the universities. Then, vocational and technical education

. must be delivered early, in the grade schools, high schools, and

two-year “postsecondary institutions. This recommendation requires

.

 finding funds to acquire expensive equipment, to change the ,

curriculum, and to hire people who can deliver technical instruction.:
(Questions and answers about vocational education and economic change
“are appended.) (YLB) ' A o ’ -
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FOREWORD
. ‘ . _ &
-. Political structures and engrained American tradjtions underlie many of the ecoromic and
related educational problems of our current, recessicn-swamped economy. This is the premlse of
*.Dr. Paul Craig's presentation, “Structural Changes ir the Economy and Future Job Prospects,”
delivered to the.National Center staff on January 12, 1983. Dr. Craig discusses how fereign
competition, forces’ wnthm our own economy, and barriers within education have contributed—
. and may be expected to continue to affect—our economic circumstances. He offers a variety of
— © - original insights q,nd approaches: whereby vocational-technical education at all levels can
’ ) become part of the solution, rather than contmue as—in his perspectlve——part of the problem.

Dr Paul Cralg, Professor Erneritus at The Ohlo State UnlverS|ty. has his Ph. D in economlcs
from THe Ohio State University. During the period of-1962-1967, Dr. Craig served as Chalrperson
- " of the Department of Economics, and at that time he had much helpful input in the establlshment
of the direction and objectlves of the Center for Vocational and Technical Education, later-to--
) "become the National Center. Dr. Craig later became Dean of the College of Behavioral and
ow e Social Sciences at Ohio State. Following that he was Vice-President of Academic Affairs, at
' . Florida State Unlversnty in TaIIahassee He later returned to this umversnty and is now Professor
Emeritus of Economlcs and PUblIC Administration.
Dr. Craig serves presently as-a member of the board of d|rectors of five corporations,

" inciuding Worthington ‘Industries, Concrete Construction, W.W. Williams, and others. He is also a
consultmg ‘economist for Bank One and the Management Horizons Corporation. He has served
as trustee for the Academy for Contemporary Problems, Otterbein College, as well as for the
Ohio Citizens for Welfare, and for the Chamber of Commerce Economic Development . : Coe
Committee. He is well qrounded in economics and has an in- depth understandmg of how '
economlc conditions affect corporatlons and workers . ) . ) °

o

On behalf of the Natlonal Center for Research in Vocatlonal Educatnon and The Ohio State
‘University, the National Center is pleased to share the presentatlon by Dr Paul Craig, entitled
“Structural Changes in the Economy and Future Job Prospects.”

."}!,

-Robert E. Taylor K
. * " Exécutive Director
ST ) - The National Center for Research
in Vocational Education . -
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STRUCTURAL CHANGES IN THE ECONOMY
- AND FUTURE JOB PROSPECTS . Co.

5 LI ¥ < o . ’

There is an intense interest today in economic development, communities’.attracting
industry, provision of vocational and technical training, and jobs promotion that is partly an
outgrowth of the current recession. A greater number of people are being affected by this
recession than by any other since ‘World War 1. The current recession is not really as bad as
some people make it out to be but it is the worst we have fiad m many people's memories. -
~" The current recession is also worldwide. Germany had negative growth in its gross national
product (GNP) in 1981; we did not. Germany also-had negative GNP growth in 1982, as bad or
- worse than we. The Canadians have a deeper recession than we do. The British have higher
unemployment tnan we do. The French have.almost as much unemployment as we do. This -
devastatlng, worldwnde recessnon has frlghtened all cf us.

v
- £

We should be very careful not to see the problem as only a recession. The recessmn is what
captured our attention, but it is only a symptom of a more serious problem. Recesslons come .
and go. We do not have to revamp the American.economy or the educational system every time
we experience a recessron This is the eighth recession since World War Il,°but we have not

= . revamped. the system eight times in the last thirty years. What is fundamentally at work here is
not just a business cycle; what we need to understand is what is going on in terms of stluctural
A change .
If-you stand on the beach at the ocean, the waves. will come. up and splash around your
ankles at low tide. if you wade in “closer, they will come up and wet your knees. If you are
° wearing shorts, once_in a while a wave, will splash your shorts. Jf you keep stand|ng there after
twelve hours.it will be high tide and you w1ll drown.

4 rd ’
When strictural change is at high tide, youlcan be h|t by the waves and drown. Thrre are
people out there in the work world who are drowning right now, and the Reagan & o

keeps claiming that even tnough the waves are hitting people it won't be long.unt’
beglns to recede. :

Vocatlonal technical educatlon—lncludlng the research and development at the National.
Center—has an opportunity to be a‘leader in developing positive responses to the high tide R
situation. |f we were experiencing normal, incremental structural changes, it would be possible to
deal with the daily waves; they always come in. We could’ simply step back and get out of the
water if we were standlng too close. But at high tide, we cannot step back enough. We have to
do something else. We may try to build a seawall, for example. But we must do somethrng Jor s
drown. :

‘Of course, it would be naive to deny that business cycles are real. Unemployment is high;
peaple are being laid off in industries because industries are having a hard time. The people who
are laid off in the automobile industry are unemployed partly because of the business cycle. But ,
if you dig down to the bottorn of thlngs the core of the problem is that the Japanese make better

- cars, cheaper - . _ : .

3




The recent steel mill layoffs in Lakawana, New York, are partly a response to a business
. cycle situation. Demand for steel.is in a slump. However, the real®problem is that the Koreans
make better steel, cheaper.- ‘ : : o :
. B~ . e ' . .
Before Boston Was reborn as a high-technology center, New England as a whole (and
Massachusetts in particular) was economically depressed. The shoe industry had left the area.

. People in Kenya make better shoes for less money than Massachusetts did. And it was a horrible
shock to many Americans. We have the funny notion that if people do-not speak English or have
not attended-American high schools, they are stupid. Co
s One of the great myths in America is that we live in a high-technology society in which
people need sixteen years of formal education to do anything that is rewarding. We protably will

v perpetuate that and continue to misdirect our vocational learning. The fact is that almost -

- -everybody working in a high-technology industry is.an unskilled worker. There are a few people
who design computer chips, but workers do not need a Ph.D. to assemble them. We.need some
very skilled engineers to develop computer-aided design and computer-aided manufacturing’

- (CAD-CAM) technology, but workers do not need a degree in engineering to run the system.
| recently spent a day in a company that has just installed CAD-CAM, and the manufacturing
is now done'with a lasar. The computer is a little minicomputer; it is not a big, high-powered
mainframe computer. You design the product on the computer, and when you have it the- way
you want it, you turn the manufacturing over to the computer. It will run the laser machine-that
makes the product. There used to be seven machines thatdid the work; now thes<computer pius . .
v one machinq does it. Ten workers used to operate the seven different machines, and they were ° 7
: “all highly trained tool and-die makers who made very high wages. - -
A few years ag°o, the National Cash Register Corporation (NCR) had eighteen thousand
= employees in Dayton, Ohio. They now have about two thousand, all of whom work at corporate
= headquarters. NCR does most of its manufacturing outside the United States. The company got
’ rid of the union, and it got rid of most highly paid workers. It also got better workers for lower
wages. ' : : ' - :

- In effect, the great structural adjustment that is happening in the world is twofol°d. One is
that, after World War |l, the United States gradually developed a true world market. America  ®
"battered down not all but most of the world'strade barriers. Today itis truly a:world. of open
mark s, where trade is critical. Secondly, and just as importantly, underdeveior~d or third wc
_ counties now have an opportunity to industrialize fairly 1apidly. They have benefitted

tremendously by exampie, the strongest one being the extraordinary ecanomic and technological |
growth of Japan. : . . '

In 1962, Japan produced.200,000 automobiles. The United States produced 9.8 million
automobiles that year. At that point. America had a slight technical lead over the Japanese in
. that field. In 1982, America produced 5.7 million automobiles and Japan produced 11.0 million

automobiles. You could say they now have a slight technical lead over us in that field.
‘ It is uniformly acknowledged that the Japanese make better cars. They arg also cheaper. , -
.Japanese companies make cars using one-half the labor hours per car that American companies .
use. Japanese also pay their workers one-half the wages per hour that American companies do,
which means that the Japanese make cars-at one-fourth the labor cost that we do. -, . .
Businessweek says that Toyota could cut prices by one-fourth and still make a profit. The
reason that Toyota does not cut prices by one-fourth is that it would bankrupt General Motors. . .

«.
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Our government will not let them do that. So the Japanese gladly bask under the umbrella of
General Motors and make excessive profits, which they can plow into the next industry .they plan
to dominate. o "o ' . ) '

: ) . ’ . ’ ’ Ty <
We are facing two major, ongoing structural economic changes. We have helped create a
world of open trade, where capital is as mobile as merchandise; and we are competing with
»underdeveloped” countries, which simply means they.are poor. It may take twenty, thirty, or
forty years, but they will invent the United Auto Workers in Taiwan, They, too, will invent social
security benéfits that reward people five or six times what they contribute. They will invent
Medicare, and they will become a high-cost producer. :

Taiwan will be in trouble by the year 2023 or maybe earlier. They.afay well lose out to the’
Philippines, which will be one of the last developers but already has a population of over a
hundred million people. The Philippines will be the Sing&pore of the next century. And there will " .
be other places. The Far East is\a ‘bottomless pit of Taiwans, Koreas, and Malaysias, with two
billion people and still growing. The world will produce plenty of poor people with high
intelligence who can learn in a few months to make cars or television sets. Of course, there will
have to be at least a few people in those areas who know how to design the, products: Those
people will-come to America and get degrees at the University of Michigan and will then rush
right home—and, General Motors will hire them to do it. General Motors will be over there, just.
like National Cash Register. Co i o - » -

The other structural change is the rapid pace of technological development. The name of the
-game is change. At the time of the Civil War, 72 percent of the American labor force was
employed in agriculture. At the turn of the century, 50 percent of the labor force was employed
in agriculture. Just before the crash in <929, 28 percent of the labor force was in agriculture. At
" the end of World War Il, 20 percent of the labor force was still in agriculture. Since then, though,
we have gone from 20 percent to 2 percent. Why are people upset about technological
displacement? We have proven that we can take almost everybody out of the largest industry in
this country and put them scmewhere else and succeed at it. ' :
CWe are going to do. it again. This time we are going to move peopte out-of manu’ cturine
Fortunately, manufacturing currently has only 22 percen! ~* the labor forcu. Hi woli.cis MOve . ..
of manufa~turing, the transition will not be as great as the.agricultural transition was. It is'not an
insurmountable task . .  But it'is"a confusing one. -
There are many other aspects of structural change, but the two discussed here have hit us
. the hardest. High-wages are killing America. A steelworker in this country today earns twenty-
four to twenty-five dollars per hour. That-is not rhetoric; everyone who has an association with
the steel industry knows it. At twenty-five dollars per hour, steelworkers make fifty thousand
dollars a year as unskilled laborers. Y o= . '

PR
-

‘The steelworkers have the mistaken notion that because they are paid such high wages, they
are skilled workers. But any random Nigerian can be taught to do most of what American - -
steelworkers do in only a few weeks. Of course, there are skilled metallurgists in the mills, as
well as some engineers, but a large steel operation needs ohly eight or ten of those. A company
could send them over from the University of Michigan again, pay them a lot of money-to go help

- those Nigerians make steel. The Nigerians will work in a mill for three dollars a cay, not twenty-
five dollars an hour. : :

Snall these unskilled American workers get high wages, but what will hagpen after the
Nigerians start selling their cheape: steel? Eittv= the world will quit being a irading world (which

7.
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is unlikely) -or the protectionist movement will gather enormous momentum. The United Auto
Workers and the United Steel Workers will all ba lobbying for that in the .near future, but | doubt .
the world will let it happen. Our comfortable affluence resulted from the-international trade =~~~
established in the last generation. It has worked so well thatwe are almost certain to hang onto -
_it, at least for a while. But many of the high-wage industries in the Western industrial worlds and
\ Japan will have to find other profitable enterprises.than manufacturing, because the' low-wage ~
e workers in the developing World will beat the socks off them. -

_ All of this has a direct message for vocational and technical education. Companies and the
government may try to put the heat on the steelworkers and the autoworkers to make wage and
benefit concessions, but notice that.even in-this, the worst recession since World War I, they P
have not made many. The only significant concessions steelworkers have made were made just
‘before a plant was closed. The atitoworkers have not made any significant concessions; in fact,
Chrysler workers have gotten back part of what they previously gave up. It is unlikely that we will
go back to being a low-wage economy. : , T

L - - . - &
- ’ Therefore, if we do not wish to go down the tubes and have someone writing a book about
the rise and fali of America, we need quickly to find economic opportunities in which American

. N . . & .
companies can do so well that we can sustain our present level of wages.

N

What we must do is create a new monopoly for American business and industry; that is, we
) should become so technologically advanced that those poor countries with their cheap labor
. cannot compete competently. We almost have a monopoly in the field of-computer technology,
but we are letting it slip away fast. Other people are learning to do it. So far though, we are well
ahead of whomever is in second place, includingthe Japanese. In trlecommunications, which is
broadly intertocked with computer technology, we have a fairly goc : technical lead, probably
even over the Russians in aeros- “inuwiogy. Now the . “aerobus” in Europe (a,three-country .
consortium backed by governme 1bsidies) is about to catch up with’ us in the manufacture of
certain kinds of aircraft: Overall, hc -ever, most™of the world’s aircraft are still manufactured by
. Boeing, Douglas, and Lockhéed, though eur lead may not last. . _ T
, We probably have a technical lead in biotechnology, and we do have a definite technical lead
in the sickness industry. | like to call it that rather thgn the health industry, because it deals with
artificial hearts, organ-transplants;-kidney dialysis;-and-so-on:-We-do-not-like-to:work-on—— O

preventive medicine; there is not much money in it..The real money is in taking care of sick

people. So we have a great lead in the sickness industry, and we may be able someday fo export _
* sickness care. For example, if you had the-Mayo Clinic in your hometown you would have a very

fine export industry. People from all over the world go there to be cured. Other examples are the

Leahy Clinic in Boston and the medical center at Brigham Young University in Provo, Utah,

which is a world center for certain kinds of health care or sickness carc. .

We have a technical lead in many fields, but we. must very quickly expand our technical ~
- competence. We must cultivate or develop enough industries that are so teg'hnically advanced

that they create near monopolies. Then we can exploit once again the cheap labor in the
developing countries to make cheap steel, cars, and televisions. They will have never had it so B
good, and for one generation they will do that. Some of them will get rich at it, and middle . . T
classes will emerge in those countries. They will-want.exotic merchandise, and we will make ' " -
them pay gearly for that exctic merchandise so that we can place the retrained, unemployed
steelworkers in jobs that they will like (which will mean jobs that overpay them).. .. ...

L a

if we cannot create technological monopolies, the monopoly game is over. But even if the
-monopoly game is over, we could still survive. That would require a real restructuring of society,

- . . ‘ - .4 o 4' : . ) ) o 3 - '_
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thougt'oto bring back competltlon to the Amerlcan labor market, and | asslre you that that will
lead to civil war—and | am not using the term carelessly. We would have to repeal~the Wagner
Act, the act that gave unions their current status in this country, and we would have to teach, by
harsh public debate and war, millions off'workers to recognlze that they have exploited monopoly
gains and that they cannot do it anymore. It is a route worth conS|der|ng, but | doubt that

Ccngress of this country will ever do it. Therefore, we had better get going fast on technoIog|caI ‘

growth to create technical monopolles strong enough to let us'keep paylng those people
monopoly wages. .,

a.

That leads us to the questlon “What are we going to do’?" The first thing to do wouId be to

. enhance our technical competence greatly at the, hlqhest scientific level, whi¢h will mean

developing more universities as- good as Berkeley or ‘Stanford: or Harvard. We.cannot continue to
train our workers anid conduct our basic research at such average universities as Michigan, ?
Minhesota, Wisconsin, and Qhio State. They are good but they are not good enough. ‘We must
develop the brainpower to generate more high technology The universities may not.even be the
place to do it, because they are, not well- equrpped for ititlt is unbelievably difficult to get
anything worthwhile done in a university, partly because of the internal politics, and partly

. because so many sources of university funding (e. g., state Iegnslatures) are drying up or being
curtailed. For the first time in a generation, universities are having to ‘redeploy their assets, and

you cannot imagine how hard itis to redeploy assets in a polltlcal institution such as a &
university. . .
. . - . - . “

" Another problem is the mentaI|ty in th|s country that a coIIege education is the only way’ to
get into'a well-paying, meaningful career. Education is not preparatlon for the future in this
country; by and large, education is something people do until the worid says, “You can quit that
now and go to work.” The way education is going, the great mass of American youth will stay in
school for;sixteen years, learning or doihg things that-are not very relevarit to what they will do
-after they:quit schoel. We have made education |nto a consumer good instead of an lnvestment

Itis destructuve to have 100 percent of the people between fifteen and eighteen attend an
American high school. It is not useless, but it is destructive. That is why the students vandalize
the bu1|d|ngs—they§e driven to near-insanity. The slow ones do not know what is oonng on, and
the br|ght ones do not care. : - &

Q_,.-

We replicate the situation by havmg open admission in our universities. It does not.make any
difference if youth do not learn anything in h|gh school because they do not need to know
anything to get into the university. Then they find out, after they graduate with'a baccalaureate
degree, that if they want to get into'a career with much substance, ‘where they can achieve
.something, they have to go to professional school. We start training in Amerlca at the master s
degree level. o b

OnIy agrich socuety can afford such nonsense. Now that we are threatened. by the -
productnvnty of the poor nations of the world, we_may-have to'get’ our act together and switch
~-gears. Vocational and-technical education face the biggest challenge in our society today, and
We “‘must start delivering vocational and téchnical training early, in the grade schools, in- the tiigh
schools, and in the two-year postsecondary institutions. This:will requnre not only redesngnlng :
currlcula but flndmg the funds to acquire expensive eqU|pment

One of the reasons peopIe Ilke the- generaI education we offer in this country is that it does

not cost much. It does not cost much to teach English or sociology or American- history or civics. '

We put forty students in a room, get an ill-prepared person to stand at the front of the room and
talk for an hour and then we ring the bell. And we do it again and aga|n The students generaIIy

o . L3

¢



ne \g’., Q_ ) > . -,’ . R 3 : . - - .
remember little of what was discussed, not does it make much difference. Give them an essay. - .-
exam, and ‘any answer counts; there is no test of «kill competency at the end. One stqdent-says/
- socialism is great;-and another thinks that if Goldwater were president we would.save the world,
- and both answers get an A because they $aid it well. And’that is called education. We have them
sit and read,ShaKespeare—the ones who can read—and they leave thinking that Macbethis a
murder mystery. There is.no point in reading Macbeth if that is all they learn. ~ ’
If we try to redesign a high schoof’curriculum by assigning the teachers from that curr'iculum
to a committee to decide what we ought to do next time, you can bet that they will not design
- courses ifl,computer programming. One reason is that they know we would have to fire'a féw of
them to find the place to-put it in the curriculém; when we_change the curriculum, we change the
staff. The bther reason is that we 'will not be able to hire a computer‘programmer for fifteen
. thousand.dollars a year. So curriculum designers will have us keep teaghing-Shakespeare,
poorly, economics, p_odrly, or sociology. poorly. ) : -
~You can find all sorts of C students out of poor high schools wh°5/wi|} get a baccalaureate
. degree in education and take teaching jobs for thirteen thousand dollars a year. Teaching
. positions have a “white collar” attached, and many of these C students came out of the poof
rural communities and out of the farms, where the only exposure they have ‘had to the
professions is having seen a school teacher. Everybody else they knew wore blue clothes and .
were dirty. These youth think that'if they can be teachers, they will have moved-into the . ]
. professions. . . ‘ I o L

Loea

- K
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. Droves of thiese young people keep becoming teachers and we can hire them, cheap. But if
you want someone who can do computer programming, that person is probably already working
at a bank-or other business for thirty thousand dollars a year. People like that are not about to |
come over to a high school or a junior college and start teaching computer programming for =+
fifteeri thousand dollars. - - -

The teacher committees we assign to change the curricula at our high schools are going to
vote against the computer programming component because, instead of firing two of them to
hire two p_rogramr'ning instructors, we have to fire five of them to.get.enough money to hire two

computer people. Clearly, teachers are going to reinforce the notion of how, essential intellectual ~
preparation for college is, and they will shove the computer literacy problem off to the
postsecondary level. - g ? : ’

"

t

At the postsecondary levels, our community colleges are very likely to fall iri-> .an interesting
"trap.. Most administrators and instructors at two-year institutidns are trained in universities, and
their concept of status and prestige is to make the two-year institutions 'ql_dri to a university. So
as quickl' as-possible, thsy want to convert their program areas into two-year associate degrees °
whose credits qualify for transfer to a university. If they fall deeply into this trap, they soon start
teaching more English and-Shakespéare and Macbeth, and soon we lose the two\-'year colleges, "
ot ee—e—toQlT T " o o L : ) L T

We have a tough problem on_our hands if we seriously want to revamp the American
education system. We have to find the money to buy the equipment and to hire the people who
can deliver the technical instruction. That may prove difficult to do in a society that has drifted
culturally to a point where few people really believe'in"achi-evément except in terms of academics
or sports. Or getting rich. All of us want our children to go fo’a university and get a four-year
liberal -arts degree so they can go to graduate school—under the mistaken notjon that that'is the
way to -get rich. We hope that notion because the rich have alway$ had-the money and the
leisure to educate themselves. We have come to associate being rich with teing educated. But

©
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+ ¢+ whereas weajgijcan fead'iq being educated, being educated-ddes not automatically lead to being =~
rich. Somehow, we have aéquifed the mistaken notion that it does.” -~ . . _ -
. £ ST I ' , . : .

g | am’'in favor of =chqﬁ ing the educational system.and getting on with a high-technology,
economy. What | mean by'thay' i pursuing anything that we Americans are so good at that
nobody else can do if.;#’ha,t does not riean training all-of the ldbor force to be engineers. Most of

‘the people.who, work i -hig‘ﬁﬂ‘gémiﬁ@trigs\are unskilled workers. The people who assemble

computers that are 'so inexpensive be‘c'a'us,e'gf the new microchip technology arg just unskilled

‘assembly workers. They are nat the engineers whase brainpowersdeveloped that new technology.

O ' P . o . .. .
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'QUESTIONS AND, ANSWERS

P g . : T ) . - ~ .
. . Paul Cralgg e ‘
_ Question: What is your specific recommendation for us, as a research center in vocat|onaI
. . . education, in terms of all the types of problems you identified?

* " | am familiar wrth your assigned mission and somewhat familiar with your political
constituenmes and obviously any recommendations | would make that are to be both pertinent
“and pollte have to stay within those bounds. | think your research mrssron probably should be

: enhanced along the lines of taking a little more responsibility for def|n|ng the mixed job skill
needs ofithe future. | mean as much as a decade into the future, because it probably takes at
least. five years to implement any worthwhile currlculum recommendatic.ns.

Let's say you've des|gned a reaIIy fine training program "By the time you work_it-into-the—————"
curriculum end of the teacher training mills and |_really-get’something going, it will probably be
almost 1990. So the important question is, what kind of jobs will most likely be in demand in "
I990’? You can’t help 1983 very much. Some people -may be able to, but that is not your mission
as | understand it. You should stand ready to counsel, adV|se and- help people who ask you
questlons From a research point of view, | think that you should find ways to extend your
efforts, in terms of %at you get away with pol|t|cally and in terms of funding; or you should find
“new clignts who are |II|ng to fund more researth to |dent|fy the sk|II needs in the more d|stant
‘¢ future. v @ - L ' : v - &

. ldo think you can serve SOCIety well For one’ thlng, no one is domg educ.at|0n and.-
employment research very well, so you don’t have to worry-about looking like amateurs
v Everybody in th|s f|eld is an_amateur:- You probably have an |nformat|on base on: 1ob reIated skills

o,

. ~ Another thlng that you—should do, which falls weII within your mission, is to give reaIIy
thoughtfuI leadership to the retra|n|ng of adults. | have two reasons for saying that. The large
number.of unemployed; middle-aged people is soon going to be:a dé’sperate social- problem, and
‘a frightening political one as well: For that reason, it may be easier. to get funded for pilot "
projects for retralnlng aduits than for. conventlonal training programs ‘Of course, redesigning
high schcol programs and two-vyear. c0IIeae programs needs’ to be done to some degree, but that
will take a Iot of money and work,. and it isn t the most acute |mmed|ate part of . the problem s
Research and development that targets the very poIJtucaIIy potent problem of how to retra|n
the unemployed, middle-aged adults will also find more funding support and have more success *
because displaced workers don't want to screw around. A forty-elght-year-old unemployed -
" person who has'a famlly to support and whose unemployment insurance is about to’run out is "
+  someone whose’ attention you can grasp immediately. And, because |ts a new program, schools
don't have to fire the English teacher to get this program started “You don't have to argue with
existing college faculty committees for twenty years, because it is.always easy to add on a new
program. | have discovered, over my thirty years in the unlver..lty as a denn and department
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chairman and vice-president, that you can get everybody to support you to start something new
if you are growing. You can’'t get anybody to help you start anything new if it is to replace
something old. ‘ ’ ° .

Regarding adult retraining, | don't like.to use the word retraining. Mést displaced workers
aren't retrained; they never were trained. But now you've got a chance to take unemployed
steelworkers who don'’t have any skills and teach tiiem some. That's going to be hard work, but if
you can succeed at that, if your model is well developed .and your pilot training program works
in at least some cases, then you've got a big lever that will help you go back later and pry open
the high schools and the two-year colleges. - L .

Now my first recommendation is related to. pure research, in a sense; that is, you should find
out where we will find the jobs in the future. |f you can't forecast those, then you won't know
what jobs to retrain people for, anyway. But if you can develop at least some reliable forecasts,.
then let’s try to focus most intensively for a while on retraining unemployed adults for those jobs.
If you're successiul along those lines, you can then do it for young people.

. | happen to think, by the way, that the youth unemployment problem is going to clear up on
™ its own. We've already solved it by getting rid of the youths. The baby boom quit. In the next
. 'decade,the number of people fifteen to eighteen years of age is going to decline by over 20

percent—The-number o"f'eﬂighteen-*to-*twenty—‘iour=ye’ar:olds‘is‘g’oi'n'g‘fb_d’e‘cIihe by 15 percent by
1990. So the young adult problem will certainly be less pressing. | think we need to concentrate”,
on unemployed adults.  + o : -

If | had other specific recommendations, they would probably deal with how we would
revamp the existing programs in high schools and two-year colleges, and | am fearful that the
constructive things tnat need to be done there are things tHat society at large wili have to do by
‘changing the status image of those areas of endeavor. ) ’ T

a

We have got a phblic image’problem. Weatilzl have the general notion that vocational-
technical education at the high school level is for the dummies. Parents are reluctant to urge
their kids.into that kind of work, and that is a social tragedy. It carries on _over into the two-year

colleges and so on. ’

We have to convince people that you aren’t second class if you are in a manual kind of -

: . +activity or if yoy are.in a que-cplfar activity. Now, so-called high-technology, blue-collar work is
mostly clean work, so maybe we could just change everybody's collars'to white. Maybe Honda is
right, workers all ought to wear white coats, so they will all look just like doctors. .

-

-

Question: You've talked about international competition. As you know, there are different
' approaches in other countries to relating business and government, and there's also
been talk at timés about a new convenant between business and government in this
country. Are there any changes you would suggestfor federal policy that might
facilitate the structural changes that you discussed? '

It is generally alleged that in.Japan (although Taiwan, Korea, and other countries also offer
" illustrations), the country’s economic health was achieved by their-goevernment and business
working together. Japanese companies got the government to subsidize them or the government
to protect them or the government to provide training for them.
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This can happen in our country, too. Recently, | was a party to tﬁe_opening of a.new factory
in South Carolina. We financed the building with a industrial revenue bond, which means it was
very cfieap and the state raised the money for us. We have to pay it off, but it was a.good deal.
Then the state put in a new interstate highway connection that goes right to the factory. The
county also rearranged its sewer connections because the factory is out in the boonies and
didn't have sewers. ’ -

Then, we gave the local community college a list of the kinds of workers we would need. “A}" :
lot of the work is fairly skilled, as the company builds diesel engines from the ground up. It's not
all assembly work. They selected hundreds of applicants and let our personnel department Y
screen them. After we picked the ones that we liked, the two-year college trained them and, paid!
their wages for the first two months on our j v [ e
agreed to keep them. !f we had fired them within that two-month period we would never even
have had to pay them to work:in our factory. . ' o '

“a

This approach is fairly common and goes on all over the world. In this country.as.well as in
Japan, different people skin cats different ways. | don't think that we have our problems largely
because our government is not sympathetic enough to business. For example, the federal
government recently gave the steel industry both tariff protection (with the so-called target
p_”rices)Wand_massiye_tax_coricesSions.;That!s.where-U.S.-Steel-accumuIated-the-money-toAbuy—the _
Marathon Oil Company. So | don't think the world is beating us because other governments are
Kinder to their businesses. That's my perscnal judgment about that. ' ’

Question: This question is related to the one you just answered. | want to go back to your
~ » comments about high-tech advantages and development. it's true that we do have
"~ many technological advantages, but in a lot of the tases we have developed them.
' An example is ceramic engines. |f we'are going to have to follow up on our technical
advantages, do you think there is going to be enough capital to do it? . " ¢
| think that this country can still generate a great deal of capital. It may take'some redeployment
of our capital, but if the problem does exist—and it may—there are a number of things that we
are in the process of beginning to dg}t_ha't will help generate new capital; though they are \'/ery'
unpopular. R : N

Let me give you an illustration. Take the steel ind'usti’y. Let’s say that we aren’t going-to help

‘the steel companies again, sirce they've done to us what they did to us. Those compani€s

gradually are going to-go bankrupt. Their capital will erode, their milis become more outdated,
and so on. It won't be just because they're filthy capitalists who are stealing money; they aren't
making enough because they have lost their competitive edge on the world n'_aarket.

-~

“ E

- Now, those companies obviously don’t have the money to get into something else, so a new

_industry has to be financed out of the section of the society that does have profits or does have

money. The great mass of that is going to come fr m the people. The greatest source of capital
in America is American households. Each of us dc -ave much, but the middle class as a
whole saves a lot of money. The very rich save a big amqunt, individually, but there aren’t very

' -many of them; the very rich don't really have much capital, collectively. When we need an extra

hundred billion dollars, we have. to go to people in the middie class and get ten cents from each
of them. ’ : - ' :

= One way to accumulate capital ié to let the people who have above-average incomes keap it. |

| mean people who make twenty-five to fifty thousand dollars. There_is a myth abroad that these

o
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people are rich. They aren't rich, but they do have options about what to do with some of their
income. They can save it or take. a big vacation, save it or drive a more expensive car, save it or
live in a bigger house. Since saving pays well, right now, | think they'll save more. If, on the other
. hand, you tax most of that away from those peopl.e, they aren’t going to save it because they
- won't have it. e . g '
- B '
" If the government would slow the rate of increase in Social Security payments .or curb food
stamps or curb subsidies to someone else, that is another way to create more capital. We are
" trying that a little bit now. Even Democrats were in favor of it a year or so'ago, but all of a
sudden that doesn’t look as _politically attractive as it used to. T
S A oo ' S
e - m-Another-thing the government Gould 'd6 would be to encourage companies to use the capital
they do have—whether they get more ofit or not—to go into different uses. We put half as much
capital each year into residential construction as goes into all private business capital-of all
forms. What does that mean? It means that even an average working American wants an...
eighteen-hundred-square-foot, four-bedroom house with two bathrooms, an attractive garage,
and central air conditioning. We have come to consider that an ‘American birthright, because
politically we have conned people into believing that that's the way everybody will live. So,
politically, we have to help them achieve that by subsidizing housing. '

If 1 go out and buy a suit | have to pay for it. If | go out and eat a meal | have to pay for it. If
| go out and do almost anything, | have to pay for it. If I go out and buy a house it is a tax
deduction. When people borrow all the money for a house it means all their mortage payments

~ are for the interest. Interest is a tax-deductible item, so-if you have a government that spawns
inflation, the house appreciates, and if the house appreciates in a society that has capital gains
. tax exclusions, the house becomes a tax shelter. A house is about the only tax shelter that the
average person can get ahold of, and so we have seduced most Americans into wasting their
_capital on big wasteful houses. What we should do is to take away the tax d~duction for
mortgage interest and not let people deduct their real estate taxes and a couple of other little
: things. Then pecple would move back into small houses and we would have the capital to build
- industry. ‘ ) N ' ' o -
It is generally agreed that Norway, Sweden, the Netherlands, Belgium, and West Germany - o
have per capita gross national products equal to ours. We are no longer the wealthiest country. .
In“fact, OECD and UN reports rank the United States about fifth, now, among the countries in
terms of,per-capita income and wealth. But this country has double the per capita-housing
footage of:West Germany and Scandinavia. The Germans don't waste their capital building big
. Ifouses. We have young couples with no children living in four-bedroom houses as a tax shelter. "~
" There are a few Other ways to increase capital for new investments, but they are all equally
unpopular. In.other words | don't have any great hope that a democracy such as ours has much
chance of winning this game. That's why | think the industrial leaders of the twenty-first century
‘will be in Africa and around the perimeter of the. Pacific Ocean and Western Europe.

. Question: | understand that in Michigan some corpdratiéns are lending engineers and
scientists to the school districts in an effort to beef up the quality of education of
future scientists. Do you feel that this is a viable approach? ‘

It certainly helps. How good it is depends on how many instructors they lend and for how long
they lend them. | doubt that the current loans are enough to affect the total system. But it is
~ certainly positive and helpful, and we may wish for that as a stop-gap effort. o
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| think the problem is much.bigger than that, though. Science and math education, which are

crucial subjects in a. high-tech society, are almost dying in the high schools: Science and math
courses are very, very poorly done,~so we need stop-gap measures.like the one you mentioned,

" becauss it will take ten.or fifteen years to- increase the supply of high school math and science
teachers. First of‘all, we have to get enough students through high school math and science so

. they can get into it in college. We have got to get them through college and then get them back -
"into the schools. But that means we are going to have toraise teaching salaries tremendously. .
~We don't have the money 1o raise salaries across the board that much; so we will have to break
the teachers’ umons so that we can pay differential salaries accordlng to skill. - ..

—e e In-an- egalltarlan society;-we-don’ t-like-that-idea—The whole society has been on an

=Y

egalltarlan jag for so iong that it doésn’t have the stomach to say that Johnny Jjs worth more than
Billy. Now that doesn't mean that Johnny is worth more in the eyes of God; it doesnt mean that
Johinny will necessarily get to heaven.sooner than BIIIy It just means that if we weigh worth in_

terms of whether people ¢an produce what we ‘want, Johnny. as a 'science teacher is worth more
than Billy is as a civics teacher. We cannot implement that if we have a rule that says everybody
will be paid the same. But we do pay all the teachers the same; they all get seniority raises, and
they all get the same seniority raises at the same time.. So a civics teacher with only the expertise

Qqestlon:

developed- in-three-beginning=level courses” in"college is going to get the same pay as someone
who can realIy teach physics.. It's dumb. We re going to be in for a long, hard flght

Do you belizve that the developrng countrles probably can see al! the horrendous
mlstakes that we have made, and what a mess we are in, and 50 aveid it?

No. Those people don't see us as having made mistakes or being in a mess. They sSee.us as

Utopia born again, and they are going to rush to be just like us. Furthermore, every generation in
every part of the world will always make its own mistakes; they won't make our, mlstakes Our
mistakes will be obsolete. They will make new ones.

)

‘We all should read Gibbons’ book on the rise and fall of the Roman Empire. The classics are
wonderful to study‘because all the classic literature really deals with the political economy of . ,
that time. A good classics professor really knows Roman political science, as well as Roman
"technology, engineering, economics, and Roman society. Classic literature shows us that the
ways people have organized themselves and governed themselves and argued over the spoils of
labor have nevef changed, only the technology has changed The classics can help ux

" understand today, because when we look at what the Romans did, we know they've been dead
for two thousand years, and we can see the stupidity of their behavior. Then; just at the-end of
class when we hear the bell ring, we can say, isn't that mterestrng——that is just what we are

doing.

The developing countries won't learn from us anymore than we have learned from the”
Romans or from the British. The British welfare state was clearly going down the tubes before we
gave LBJ free re|n to start the Great Society. It didn't keep us from startlng thhe Great Society.

Questlon:

| would like to clarify the three other. things that | think | heard you-say would help
settle our problems. The first one would be to do away with labor unions; the
second one would be to lower wage expectations and the standard of living and
health expectations; and the-third one would be to train for lower skills development..”
Is this essentlaIIy correct?
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Yes. | know those-ideas may be unAmerican, very unpopular, and if they were misinterpreted .
they would place me somewhere to the right of Miiton Freedman. But that is not the-point. This .
isn't a matter of left or right or-liberal or conservative; if you want to stay competitive in the
worldwide game of manufacturing, you have to be able to compete with the“other people playing
the game. The other people playing the game don't have labor unions, they.do have lower wages,
" and they also have plenty of low-skilled but well-trained workers. In other words, we are :
competing with Taiwan, we are-compeiing with Malaysia, and we are competing with Japan.

Wé_tjge political views that make me hate labor unions, but Ia'ibo'r‘
—unions are in the business of raising the wages of their workers: They are political o'rganizations
whose leaders are elected to office by promising their supporting workers more. In the long run,

they are destroying their workers' interests, because they are pricing those workers out of a job.... .70

‘Has the United Auto Workers.helped the unemployed-autoworkers? No, the UAW is lying to
“them, leading them to believe that the big corporations and the government have somehow.done
them in. Therefore, the unemployed workers not only don't understand their situation, they have

been led to misunderstand their situation. The thing that has done them in is that they didn't '
work very much and got very high wages for not doing much. Therefore, they invited

—competition. Foreign autoworkers just have to work a little bit more for\a little less money and
they can beat the socks off of us. : \ :

American farmers, who are among the most productivenwo"rkers in the world, won't be able tc sell
their goods abroad, and we will have to shut down most of that industry. Then Ohio, which is
one of the most heavily exporting states in the union, will have to shut‘down a bunch of:its
industries so that the steelworkers who were lald off could get their jobs back, because we don't
let foreign steel in here. Well; if | were an Ohio worker—who, on the average, makes half of what
a steelworker makes—I| would be sort of peeved if | had to become unemployed to protect

someone else’s monopoly gain.

We'can stop that by not having inte:national trade. But if we stop int&:hationél trade, the

© That's.why | say that something should be done about the major labor unions and their
overpricing of their'labor. Steel-workers get approximately.75 percent more pay per hour than
other manufacturing workers. Are they better than other manufacturing workers? Do they work
harder than other manufacturing workers? | don't believe so, | just believe that they were lucky -
enough to establish a monopoly position at the end of the 1930s with the aid of the government.
The same is true of the autoworkers, and the same is true of the railway workers. The railway
, workers have just about finished off the railroads. We have squaridéred inestimable wealth

o " replacing the railroads with trucks, which are less efficient. Why did we do it? Because it was the

only way around the railroad unions. Now we have to deal with the o_rganized"truckers' union..

¢
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