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Welcome to the New Abnormal

By Michael Miklaucic and Amit Gupta

he COVID-19 pandemic is the most glob- understood. In 2020 the entire world seemed to
ally disruptive event since the terrorist come to a standstill. International and even domes-
attack against the United States in 2001. tic travel came to an abrupt halt. Normally teeming
Originating in China in late 2019 the disease rapidly cities were silenced. Streets, markets, and even
spread throughout the international transporta- schools were empty.
tion network to every region and every country. The gravity of the pandemic was perceived
Neither its velocity nor its magnitude were initially differently in different countries, and at different
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times, and the subsequent disruption uneven. Each
country responded in a unique way, though general
response patterns are discernable. Importantly the
pandemic revealed significant vulnerabilities caused
by the juxtaposition of private sector globalization
in the context of national governance. That is what
this special issue of PRISM is about; the different
perceptions and reactions to COVID-19 as peo-

ple and governments experienced the disease, and

their diverse understanding of its implications for
national and international security.

It is now widely accepted that the COVID-19
virus emerged in Wuhan, China, where the first
clusters appeared in December 2019, though some
Chinese authorities have promulgated other theories
using a global information campaign to cast blame
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elsewhere. According to a report of the U.S. Office
of the Director of National Intelligence and the
National Intelligence Council based on information
as of August 2021 the source of the virus was most
likely either human-animal exposure, or a labora-
tory-associated incident. Sadly, the government of
the Peoples Republic of China has not cooperated
or been open with the international community
regarding the origin of the disease, resulting in
regrettable confusion and opacity. The U.S. intel-
ligence community (IC) believes we will never
have certainty regarding the origins of the disease
without that open cooperation; the 1C does assess
however that “China did not develop SARS-CoV-2
(COVID-19) as a biological weapon.”

Chinese authorities first alerted the World
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Health Organization of unexplained pneumo-

nia cases on December 31, 2019. By January 20,
2020, COVID-19 had spread from China to Japan,
South Korea, and Thailand. By February 15 at
least 28 countries, including the United States,
most of Western Europe, India, and Australia had
reported cases. By March 25, nearly every country
in the world had reported cases. As the velocity of
the virus’ spread was under-estimated, so was the
gravity and longevity of the pandemic. Already

by mid-February 2020 the COVID-19 death toll
had surpassed the total toll from the 2003 SARS
epidemic. Yet, as late as March-April 2020 many
continued planning their summer vacations assum-
ing the contagion would be arrested within a few
months. That was not the case; international tour-
ism arrivals declined 74 percent from 2019 to 2020.
Domestic air travel declined 50 percent worldwide.
Retail essentially closed down for months.

The recession caused by the global COVID-19
pandemic far exceeds that of the 2007-2008 finan-
cial crisis, and is in fact the deepest since World War
I1, with a contraction of 3.5 percent in the global
economy. The hospitality and travel industries were
among the worst hit, but retail, manufacturing, as
well as a wide range of services were decimated as
well. Unemployment spiked in many countries,
and the nature of employment underwent drastic
changes as many chose to work from home, or even
not to work at all. The economic impact however has
been uneven with some countries descending deeply
into economic distress while others recovered more
rapidly and robustly.

National responses varied from country to
country as did the progress of the disease itself.
Most governments imposed restrictions on travel
and assembly; drastic restrictions in some cases.

In Asia, Singapore and Taiwan were quite strictin
their counter-pandemic measures, a strategy that
resulted in a manageable experience and relatively
low infection and casualty rates. Some argue that
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is due to a greater sense of community-well-being
in these populations, possibly coupled with experi-
ence from previous epidemics. In Europe Sweden
adopted an iconoclastically laissez-faire position,
imposing only minimal restrictions in hopes of
reaching early herd immunity; a strategy that was
widely questioned as the disease took a far greater
toll in Sweden than in its Scandinavian neighbors
Denmark and Norway, both of which were more
restrictive. The United States was slow to appreci-
ate the severity of the pandemic, with Presidential
leadership giving ambiguous signals, both declaring
a national emergency while claiming that the disease
was no more dangerous than the common flu. The
United States did take the global lead in developing
effective vaccines with an ambitious, public-pri-
vate partnership entitled Operation Warp Speed
facilitating and accelerating the manufacture and
distribution of vaccines, which became available in
early 2021—a record-breaking pace for pharmaceu-
tical development. Nations competed fiercely, first
for access to adequate doses of the vaccines, then
later for generosity points gained by donating their
excess to countries in need.

As of this writing—nearly two years since
the onset of the COVID-19—there have been
247,664,151 confirmed cases of COVID-19 in
221 countries and territories, with over 5 million
fatalities. The United States has suffered the most
fatalities—746K—followed by Brazil (608K), India
(458K), and Mexico (288K). And the pandemic
is not by any means contained with 4,611 deaths
worldwide on October 23, 2021. This issue of PRISM
was written over a period from November 2020
through August 2021: its insights and observations
reflect the views of the diverse authors from eleven
countries, based on information available at the
time. Each knew as they wrote that by the time their
articles were published, the course of the pandemic
would have already moved on. Until COVID-19 is
a distant memory that would have been the case
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regardless of which month the articles were written
or published. Nevertheless, they wrote, and PRISM
is publishing these narrative images of the global
pandemic beginning in Wuhan, China, in 2019
from their unique perspectives, to contribute to a
better understanding of how our nations behave,
sometimes together but often separately in response
to a global calamity. We hope to learn how people
throughout the world see their national and the
international security environment in light of the
COVID-19 experience. And we hope to learn how
we must adapt, and how we must better prepare our
individual countries and our global system in antici-
pation of future global disruption. PR1SM
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Thousands of small American flags honor the 200,000+ COVID-19 deaths to date in the United States. Washington, DC.
(covidmemorialproject, September 23, 2020. Photo by TJ Brown)
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who contract COVID-19, as well as the statistical
estimates for the loss of life.* Robert Frost’s words
aptly depict society’s effort to overcome the pan-
demic’s effects, “...miles to go before [we] sleep.”
The stock market crash of 1929, in hindsight a
predictable occurrence, unleashed a 10-year Great
Depression. Likewise, the COVID-19 contagion,
an equally predictable event, portends a similar
trend. Long term, it compels society to address its
socio-economic impact, acknowledge its lack of
preparedness, and formulate a realistic action plan
for protection against this and future pandemics, as
well as potential biowarfare attacks. A similar event
is inevitable, whether through malfeasance, rapidly
increasing population density, environmental stress,
biowarfare attack, or simply bad luck. So is society’s
realization of two things: our economy and civili-
zation will struggle to survive another pandemic in
the near term, and that “an ounce of prevention is
worth a pound of cure.” While one can theoretically
shut down the engines and glide a plane to safety
in an emergency, there is no substitute for proper
planning, operations, and maintenance. Society
needs a more proactive and anticipatory approach
to national and global security, biodefense, and
pandemic prevention and mitigation.® Leaders need
a strategy that leverages the resources of both the
public and private sectors, as well as academic and
individual initiative. Failure to do this is notan
option—it is too costly and could lead to the collapse
of entire economies and societies.

COVID-19 Impacts Us All—

Directly and Indirectly

As of the time of this writing, the total U.S. COVID-
19-related hospitalizations and deaths have reached
~880k and ~515k,° respectively, with infections near-
ing 29m cumulatively and ~41k daily. The situation
is clearly serious. Of these, ~8k people are currently
in the ICU and ~3k on ventilators.” Presuming there
is a family (e.g., in quarantine or, worse, mourning)
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for every COVID-19 hospital admission, the impact
affects ~2 million members.® The number of indi-
rectly affected families, friends, and co-workers is
far more significant. Asinwar, we count the dead
yet often forget the other casualties. Metaphorically
speaking, carrying each “wounded soldier” requires
at least two people, clearly indicating that COVID-
19's impact on our socio-economical foundation

is profound. Consequently, and for a country that
prides itself on “never leaving anyone behind,” the
notion that “the COVID-19 response is exaggerated
since only older people are affected” is myopic and
runs counter to our most profound national and
human values. Regardless of who lands in the hos-
pital, given that COVID-19-related hospitalizations
cost ~$73k and the total direct COV1D-19 hospital
bill has eclipsed $40 billion and continues to rise, the
healthy, the sick, and future generations will all bear
the pandemic’s costs.

At the epidemic’s peak, hospital outpatient
services declined nearly 60 percent, meaning that
for every 100 Americans requiring medical care, 60
experienced a delay in their care. Imagine a family
member needing more complex care (e.g., cancer)
when earlier, preventative care would have been
curative. Yet to be determined is the cost of treating
chronic conditions that have worsened, progressed
due to delays, or resulted in death. Nor is there a
remedy or triage for COVID-19’s devastating effects
on our education system, the foundation of our
democracy. Estimates suggest that, since the start
of the pandemic, over 5.5 million learning years
have been lost (i.e., ~1.5 months for each of 51 mil-
lion school children).® The United States depends
on education to be globally competitive. Given that
our school system currently ranks 38" internation-
ally,*° one could argue that the United States cannot
afford to fall further behind. Itis ironic that bars
and restaurants reopened before schools. While
COVID-19's damage to the curriculum is clear,
less obvious is the fact that some students are not

PRISM 9, NO. 4



REALITY INJECTION: BEYOND MASKS AND QUARANTINE

returning at all, despite parents’ and teachers’ best
efforts.!

Before the COVID-19 outbreak, 40 percent
of our population had less than $400 in savings.*?
This fact, coupled with widely televised food bank
lines stretching for miles, makes the ongoing highly
politicized debate surrounding masks seem gravely
misguided, unrealistic, and binary. The rhetoric
suggests that wearing a mask assails our individ-
ual “freedom,” despite scientific proof that wearing
proper masks curbs transmission and prevents
infection.® Given the substantial damage COVID-
19 is wreaking on the economy and the U.S. health
care system, the relevant question would better be:
“In the highly imperfect world of a pandemic, what
measures, including wearing masks, will allow us to
restart our economy quickly and ensure broad pub-
lic access to critical healthcare?” In the military, one
of our most respected institutions, there is never a
debate about the freedom not to wear a gas mask if
a contamination risk exists, nor to argue about the
freedom not to drink water if there is a dehydration
risk. The pointis: an injured person—or someone
who causes an injury—becomes a liability to the
unit and mission.

COVID-19 Will Haunt Us
foraLong Time

Some may claim the stock market’s historic highs
have limited COVID’s shock. To validate this
notion, we need to understand who benefits from
the stock market. For example, the “Big Five”

tech companies (i.e., Apple, Alphabet, Microsoft,
Amazon, and Facebook) have a combined value of
~$8.5 trillion. These companies account for over
40 percent of the NASDAQ 100. Their profitability
rose in tandem with America’s increased need for
digital services during the pandemic. However,
while founded in the United States, several of these
companies have domiciled abroad for tax opti-
mization and have significant operations outside
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of the United States to benefit from lower wages.
Furthermore, foreign and institutional investors
hold ~40 percent and over 80 percent of these com-
panies’ shares, respectively.® These investors do
not contribute to the actual U.S. economy, yet they
wield considerable influence. Lastly, concentrated
wealth in the form of a sizable portion of the shares
and profits lies in a dozen tech billionaires” hands.
These individuals’ wealth exceeds ~$1 trillion and
is increasingly exacerbating economic inequality
by widening the gap between the “haves” and “have
nots.”® Rather than limiting COVID-19’s shock,
the booming stock market is a better measure of
how value is being extracted from the U.S. economy.
This distortion of market dynamics by concentrat-
ing wealth instead of creating jobs hurts the average
American badly.

The vaccine manufacturers will produce a
similar personal wealth boom for a lucky, select few.
Ironically, U.S. taxpayers financed the development
of these vaccines—directly or through tax incen-
tives. American taxpayers will also pay for the legal
indemnification promised to some firms if the accel-
erated regulatory approval processes fails to gather
sufficient data regarding any potential long-term
side effects of some vaccines.”

Putting the medium- to long-term impact into
context, the U.S. $68k median income pales against
the pandemic’s current $110k per taxpayer cost. For
this generation, each taxpayer will have given up the
equivalent of ~2.5 years of their post-tax income,
representing over 10 percent of their career earnings.
Seen another way, of the 143 million U.S. taxpay-
ers', over 11 million (~8 percent) will have worked
for nothing in 2020. A further knock-on effect of
this is the ~40m imminent evictions (i.e., equiva-
lent to the population of Texas).** Keeping in mind
that it may be easier to evict than it is to rent, this
exposure alone is ~$45 billion per month. These
mind-numbing numbers show that the pandemic,
our lack of preparedness, and harried response have
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sickened our economy and cut away sizeable chunks.
Although the economy will eventually heal, the mer-
cilessly amputated sectors are unlikely to grow back.

From a national security perspective, COVID-
19 created global risks and unveiled global threats.
By the time the USS Theodore Roosevelt pulled into
Guam for an unscheduled port call, COVID-19 had
incapacitated nearly 27 percent of the crew.?® There
was a direct impact on troop strength and readiness.
Delays or curtailments of recruiting to the military
services and basic training also exacerbated the neg-
ative impact on troop strength.? Given readiness?
requires the military to operate in forward-de-
ployed areas worldwide, military members were put
at risk by the unchecked pandemic, which further

hampered ongoing contingency operations.

Like learning to live with a new disability, we
will also need to adjust and compensate socio-eco-
nomically. The sad math of calamity is that the
injured and disabled, who often require long-term
care and support, significantly outnumber those
killed.?® We are only now beginning to understand
the long-term effects associated with even mild cases
of COVID-19. At the same time, we are experienc-
ing a marked increase in PTSD, suicides, divorces,
and broken families, all of which burden our econ-
omy and lives. For example, compensation costs
for Vietnam veterans and families are still $22 bil-
lion annually.?* Despite grafting healthy economic
flesh over our society’s afflicted parts and economy,

As part of a U.S. Department of Health and Human Services-led, whole-of-government effort, AMC transported a
shipment of 13 pallets containing 500,000 COVID-19 sampling swabs aboard a 164th Airlift Wing C-17 Globemaster IlI
from Aviano Air Base, Italy, to the Memphis, TN, Air National Guard Base, March 17, 2020. (Photo by Airman Magazine)
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planning, education, and messaging to ensure that
the vaccines get distributed and administered as
needed. A possible solution would have been to use
the PPP Operation Warp Speed to continue the dis-
tribution and administration of the vaccines—e.g.,
using military logistics and the federal EUA to part-
ner with commercial pharmacies to ensure broad
distribution and accessibility to testing, vaccines,
and any potential therapies that might emerge.

The numbers are not working with us. To
achieve herd immunity (and the removal of COVID-
19 restrictions), we must successfully vaccinate
between 70 percent to 90 percent of the population
in a country with a less than 50 percent average
vaccination acceptance rate.? Achieving this target
seems unlikely in less than two years. (... miles

to go...). Unlike our childhood immunizations,
COVID-19 vaccine recipients still have to wear a
mask around unvaccinated people because none

of the vaccines are 100 percent effective, the length
of effective immunity is unknown, and COVID-19
is still actively spreading in certain areas.®® With
survivors of natural COVID-19 infection, immu-
nity appears to last 8 to 12 weeks, but reports vary.*
Vaccine data appear to correspond with natural
immunity. However, more data and time are needed
to determine whether that immunity extends
beyond three months. The 2021 news year has been
a bad one, and while the vaccines provide some
light at the end of the tunnel, they are not a panacea
for COVID-19. On the heels of COVID-19 vaccine
distribution is the emergence of variant strains

Military members begin adding lamps to the Patient Care Units (PCU) for Phase Il at the Jacob K. Javits Convention Center
in New York City. (Photo by New York National Guard, April 2, 2020)
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that have variable responses to the available EUA
vaccines. We will need advanced precision testing
innovations to track and monitor each vaccine’s
efficacy related to each strain.*? Likely, the public
will see this as yet another failure of our government
in response, because the vaccines alone will not meet
society’s unrealistic hopes and expectations of a full
recovery.

The Best Defense is a Good Offense

With COVID-21 and other mutants right around
the corner, clearly COVID-19 is not going away
anytime soon; it will neither be the first nor the

last pandemic, and the cost is and will be devastat-
ing. Each of us has had a time in life when we were
unprepared and paid a dear price for it. Perhaps it
was the important exam we failed for not having
studied sufficiently or the massive bill we paid for
lack of insurance. In such cases we utter to ourselves
“never again.” Obviously, it is a bad strategy to first
start building a firehouse when your own home is
ablaze. Similarly, trying to buy liability insurance
after the crash, is senseless. The same is true regard-
ing pandemic readiness and defense. Some things
cannot be left to chance or put off until later.

Rewind 18 months: What would we each
have paid to avoid masks, quarantines, jobless-
ness, evictions, closing our communities, and local
restaurants—and the loss of loved ones? Or, seen
another way, what would we have been willing to
pay to have a year breathing freely with friends and
family, dinners, movies, concerts, sporting events,
prosperity, and the freedom we hold so dear?

The truth is, we cannot afford to handle
COVID-19 or the pandemics that will follow on a
reactive, ad hoc basis—unless we all want to be sick,
lonely, and poor. According to the NIH, for $4.5b
per year, we could put in place pandemic prepared-
ness measures (e.g., strengthening national public
health systems, funding R&D, global coordination
and contingency efforts) which would make the
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nation and world a safer place33—a mere fraction

of the estimated $20 - 40 billion per day cost of the
current pandemic.iii NIH’s proposed “ounce of pre-
vention” is equal to roughly one hour of our annual
pandemic cost. Put another way, for what America
will pay for the pandemic, it could have purchased
500 years of prevention—enough to have protected
the country since the Mayflower sailed until now,

or from now until Captain Jean-Luc Piccard’s and
Captain Katherine Janeway’s last USS Enterprise
voyages. Reframing the issue, 20 million Americans
(6 percent of the entire U.S. population) could be
tested for $400 million per day (i.e., thereby allowing
us to open the economy) versus the $12b daily cost
of economic shutdown.34 Could have, would have,
should have? This is a piece of insurance that we, as
a nation, simply cannot afford to overlook.

So that this critical investment in insurance is
effectively managed, it may be sensible to consider
new policies aimed at responding differently in the
future. This could include a cabinet position with
a budget much like the Department Homeland
Security (DHS) or an office as part of Health and
Human Services (HHS). This apolitical new body
should ensure coordination of the FDA, CDC, DOD,
DHS, HHS, private sector, and Surgeon General
aimed at the proactive, prompt, and efficient com-
batting of pandemic risk. Learning from South
Korea, which managed SARS and COVID-19 more
effectively than the U.S., this could be done in con-
cert with a bipartisan commission for pandemic
planning. Given the grave and indelible economic
impact of a national shutdown, any solution should
integrate the Department of Treasury and Federal
Reserve to create the necessary financial contingen-
cies—the “rainy day fund” for which our parents
told us to save. Further, we will need extremely
accurate precision mobile and decentralized testing
and secure personal health verification systems that
will allow the healthy to congregate, without the

il Estimated $16 trillion over 1 to 2 years

FEATURES | 13



ACHTMANN, BONO, GOEL, HANSON-MUSE, JONES

need to divulge sensitive personal health care data.
Such systems based, in part, on ground-breaking
new science such as nano-biophysics will afford us

a quantum leap and allow us to safely reopen our
economy and keep our relationships humming,
while simultaneously reducing our reliance on
hastily developed vaccines with unclear side effects,
even if some of the underlying technologies may not
be completely new. Beyond vaccination, given our
poor public health ranking (e.g., 27" place interna-
tionally) and that our relatively unhealthy lifestyles
(e.g., poor diet, lack of exercise) are exacerbating
COVID-19's impact, it begs the question what
pre-emptive measures we should be taking to reduce
our susceptibility and increase our resilience to this
and future pandemics.®® In short, unhealthy people
become sick(er), more often.

Fortune Favors the Prepared Mind

America has many levers to help us address the pan-
demic and prepare itself for the next. These levers
include improved national health and wellness,
testing and diagnostics, information, and therapeu-
tics, as well as innovation. Given America’s unique
market structure, it stands to reason that these levers
may be best applied in the form of PPP’s which
leverage entrepreneurship and capital markets under
government guidance and incentives.

An Apple a Day...

Regarding health and wellness, it is impossible to
discuss pandemic readiness without considering
the overall health of the nation. Asit pertainsto
COVID-19, the evidence suggests that a correla-
tion exists between COVID-19 illness and deaths,
and the social determinants of health.*® IlInesses
such as diabetes and obesity, which are prevalent
in the United States, may be accentuated by the
inactivity and stress associated with the lockdown.
Conversely, such diseases are believed to make us
more vulnerable, creating a deadly vicious cycle.

14 | FEATURES

It begs the question why, with full knowledge that
there would be a “second wave” in Fall 2020, there
were no initiatives to educate and advise the public
on the need to maintain good health (e.g., proper
nutrition, exercise) or, further, embracing the notion
that our national security depends, in part, on our
national state of health and natural resistance.

Testing—Mind the Gap

Quoting Peter Drucker, “if you can’'t measure it,

you can’t improve it.” At the heart of any pandemic
response is reliable, accurate testing which allows

us to reliably separate the infected from the healthy
and focus our limited resources, including vaccina-
tion, on those that need or can benefit from them.
Specifically, the current vaccines are most useful for
those who are both a) uninfected and b) at risk of
having a severe response to COVID-19. As a nation
we are hest served by ensuring that the vulnerable
people are provided access to precision testing, espe-
cially as the rate of emergence of new strains may
exceed our ability to vaccinate the entire population.

Further, in the context of virus testing, the
operative words are precise (i.e., finds small
amounts), specific (i.e., detects only the virus you
are looking for), and reliable (i.e., work the same
every time). Poor tests can result in “false neg-
atives” (i.e., a sick person falsely thinks they are
healthy) and “false positives” (i.e., a healthy person
wrongly thinks they are sick). The former can kill
people, as each false negative is a potential “walking
bioweapon” that risks infecting thousands of other
people. The latter is effectively a false alarm, as false
positives kill economies. The proverbial “boy who
cried ‘wolf’!”

Our current systems for diagnosing diseases
like COVID-19 rely on a 400-year-old antiquated
paradigm of centralized health care delivery, focus-
ing primarily on testing sick patients at hospitals
or clinics. Inan age of cell phones and self-driving
cars, we find ourselves fighting a global pandemic
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with inadequate armament and intelligence.®” This
is much like fighting World War I11 with a musket,
where World War 111 is an unconventional, asym-
metric world war against an invisible enemy—a

war which could continue for another two to three
years, depending in part on random mutations of
the virus.

The pandemic has exposed critical gaps in our
current testing infrastructure. In order to reopen
the economy and rehabilitate industries, we will
need to establish COVID-19-free safe zones for
work and travel. Accomplishing this will require
widespread community-based precision testing of
hundreds of millions of people—more than 20 mil-
lion tests per day. At present, we are testing less than
2 million (less than 10 percent of the target). Of
these tests, many of them are of questionable value
given the threshold of what is positive versus nega-
tive can vary by six orders of magnitude (100,000x!),
creating a lot of confusion. In short, not all tests are
created equal, and a bad test can be worse than no
test. Hence, the critical path out of the COVID-19
economic doldrums is via the repeated widely acces-
sible, rapid, high precision, decentralized, mobile
testing of the population.*

The most accurate COVID-19 testing on the
market today is based on a 35-year-old Nobel-
prize winning molecular technology called PCR
(Polymerase Chain Reaction). This technology is
typically capable of detecting the presence of even a
small number of viruses in a sample with high sen-
sitivity and specificity. The manufacturers of PCR
machines and reagents, as well as the centralized
lab service companies, have made significant efforts
to increase their throughput to provide hundreds
of thousands more tests nationwide, but are con-
fined mostly to hospitals, labs and clinical settings.
This centralized testing system requires large bulky
machines and extensive overhead infrastructure,
complex sample transport logistics, highly trained
personnel, high volumes of expensive reagents, and
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centralized lab facilities. This system does not lend
itself to providing widespread and recurrent testing
for hundreds of millions of people.*

The holy grail of testing has long been touted
to be point-of-care (PoC) testing that bypasses
the need for a centralized lab infrastructure and
complex logistics. Currently, the most common
market-available PoC testing detects the presence of
antibodies (e.g., serum, immunoassay). Such tests
could be used to map individuals as they build up
antibodies to the coronavirus and to conduct further
research to determine if people are gaining immu-
nity after exposure and which antibodies, if any,
may confer immunity to these patients.*

Some large conventional PCR machine and
reagents manufacturers have made significant
strides in miniaturizing and increasing the speed of
their machines, reducing their size from 400 pounds
to under 40 pounds and hence bringing them closer
to PoC. Thisisacritical step in the right direction,
but the ability to truly put these machines in the
hands of the people and thereby release us from the
grip of the pandemic will involve delivering compact
(e.g., “tablet sized™) user-friendly, rapid, accurate
testing.*? With the help of awards from agencies like
DARPA, DOD, DOE, and NSF new technologies
such as nano-biophysics have evolved which enable
faster and smaller, IOT-connected, precision-engi-
neered diagnostic devices, like the X Prize—winning
Gene-RADAR™ technology.*®

Such systems allow us to safely reopen our
economy and maintain critical relationships, as we
decrease our reliance on the newly developed yet
still not universally approved" vaccines.* It took a
Manhattan Project to bring the latest atomic physics
technology to scale to win World War Il. Today, we
need a similar effort to scale up our latest advances
in nano-biophysics technology to fight and win
World War I11. History will show that this critical

vOn 23 August 2021, the FDA approved Pfizer-
Biontech for 16-year-olds and above. It is still under EUA
for other uses.
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leap forward was the step that saved the economy
and culture, and restored faith in the safety of our
great nation.*

Knowledge is Power

The battle against COVID-19 is as much an infor-
mation war as it is a bio-war. To respond quickly,
effectively, and economically, we need access to
clear, structured, scientifically robust, and objec-
tive (read: apolitical, free of conflict of interest) data
and information at all levels. In the first instance
we need to know and better understand the ori-
gins of COVID-19 in order to properly assess the
nature, timing, and longevity of the threat, as well
as what countermeasures are at our disposal at any
time based on best current knowledge. Part of this
involves establishing common understanding and
definitions aimed at fostering constructive dialog
and decisionmaking. Itis shocking that we, as a
nation, would make multi-trillion-dollar decisions
without first having a common understanding of
the criteria or metrics underlying those decisions.
Further, from a national security perspective it

isin our interest to set clear standards and root

out gratuitous ambiguity and misinformation
which can be an effective tool in the hands of a
foreign power which would profit from us spend-
ing ourselves into oblivion because of sub-optimal
decision-making. Put another way, considering the
permanent economic and social damage that poor
pandemic decisionmaking does to our nation, for-
eign adversaries could find it attractive to incite us
to uninformed actions, which—like cyber-attacks—
can cause more damage than waging a hot war. Let
us not help them.

Ata practical level, accurate data must be con-
verted to useful information which allows healthy
citizens to congregate and the nation to focus its
resources on those who are especially vulnerable
or in need of acute care. This may come in the
form of proactive and reactive measures, where
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the former are greatly preferred for their higher
efficacy and lower cost. In short, when we enable
our citizens to establish their health status quicker
and easier—and be able to share that status indi-
vidually and collectively—we can target the only
metric that counts, which is transmission rate.
Since centralized responses to decentralized threats
are generally ineffective, leveraging these Point of
Care Technologies (PoCT) allows us to respond in
the same decentralized manner which the virus
manifests itself, thereby “fighting fire with fire.”
Examples exist where data has been used effectively
to confront similar challenges, including 1D2020
and related initiatives.*® The solutions here will lie
at the interface of fintech, health, and privacy, where
America has demonstrated strengths or has made
progressive regulatory moves which will allow us to
know each other’s health status without needing to
divulge highly personal underlying health informa-
tion. Given that large corporations have been using
citizens’ personal data for years, it is reasonable to
expect that citizens would have control of their own
data—especially when such control is critical to our
economy and society.*

A Pound of Cure...

The COVID-19 world has been dominated by dis-
cussion of the merits of masks, social distancing,
handwashing, testing of myriad types, sensitivities,
specificities and failure rates, and, of course, vacci-
nation. Specifically, what vaccines can and cannot
do, what they will mean for a return to (a hopefully
better, more resilient) normal, and when that might
happen. The discussion of therapeutics has been less
consistent and has run the gamut from the sublime
to the ridiculous, with the consequence that this
noise has drowned out an essential tool in the fight
for this and future pandemic viruses. Moreover, this
discussion has been distorted by mis- and disin-
formation, such as the efficacy of certain unproven
cures for COVID-19.
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The number of potential therapies for COVID-
19 has been growing over the last year and the FDA
has approved one drug, Remdesivir, for COVID-
19 treatment in certain specific circumstances.
Several new drugs, including monoclonal antibodies
(i.e., made by cloning a unique white blood cell),
have been granted under EUA. However, clini-
cal patient management still relies on supportive
care, including supportive oxygen and ventilation
when required. The application of these supportive
interventions has been significantly refined over
the last year, and survival rates demonstrate the
positive impact. The pandemic has shown that by
striving to make the health care system ever more
efficient, we have also made it vulnerable to short-
ages of critical supplies like Personal Protective
Equipment (PPE), ventilators, and even life-saving

oxygen. But even worse, we have exposed crucial
weaknesses in the numbers of health professionals
available to respond. Health care systems and hospi-
tals found they were insufficiently staffed to manage
the surge, among other reasons because many had
been optimized (e.g., lean, six sigma) for pre-pan-
demic conditions and were consequently challenged
to ramp operations to adapt to the rapid demand
increase.*

This shortage of health care professionals has
also impacted the development of therapeutics.
There is no getting away from the fact that proper
testing of new drugs and treatments is significant
additional work. This extra work can be too much
to ask for the frontline personnel consumed by treat-
ing COVID-19 victims.

Again, all of this was predictable. The need for

Socially distanced: New York City under quarantine. Empty streets on a mid-May afternoon in Chelsea. (Photo by Andreas

Komodromos, May 11, 2020)
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supplies, equipment, oxygen, health care profes-
sionals, new drugs, and the protocols and time to
test them should have been part of our collective
pandemic planning. We chose to take our chances
in the belief that it wouldn’t happen on our watch,
but it did.

If we are to be better prepared in the future, we
need to solve the challenges of maintaining capacity
and operational readiness. We must also address
the need to develop new antiviral drugs, make those
that have already been developed accessible, or
repurpose existing drugs. All of this is much better
achieved between pandemics than during the peak
of the fight. Itis critical to understand that this
work is not profitable for pharmaceutical companies
for acute viral diseases. Despite a great deal of out-
standing early-stage research, very few new drugs
make it to market. Assuch, we desperately need a
novel PPP model for the funding and development
of antibiotics and antiviral drugs.

Innovation, Small and Medium
Business, and Resilience

In the age of COVID-19, many American businesses
are treading water, on life support, or have gone
bankrupt. Entrepreneurs, CEOs, and board direc-
tors acknowledge not living in an era of change; but
bearing witness to a change of eras. Astute leaders
have harnessed the chaos and are riding a wave of
transformation. Others struggle to seek equilib-
rium. The pandemic’s effect on both local and global
enterprises will persist.

Our ability to survive COVID-19 and future
such challenges depends on our ability to adapt and
innovate in the face of the challenge. Therefore,
the strength of our national innovation base is as
critical to national security as ever. Darwin taught
us “survival of the fittest,” whereby fittest is not nec-
essarily the strongest, but rather the most adaptive.
While we count on large companies for innovation,

VE.g., PanSec.org (Pandemic Security Initiative 2021)
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according to a recent MIT study,* essential pol-
icy lessons emerge from small and medium-sized
companies. Small businesses account for two-thirds
of net job growth and 44 percent of U.S. economic
activity.®® Small businesses are nimbler and more
responsive than their larger brethren. They can spot
trends and respond more quickly with innovation.
Many startups inhabit strategic sectors. Boston-
based Moderna, a rapidly growing provider of one
of the three main Western COVID-19 vaccines, is
a perfect example. These start-ups are also critical
to America’s diverse social fabric, which is a key
element of national strength. Traditionally, small
companies and startups are engines and a vital
source for minority employment® and innovation.
In fact, a February 2016 study by the Information
Technology & Innovation Foundation entitled “The
Demographics of Innovation in the United States”
concluded that, “immigrants comprise a large and
vital component of U.S. [technical] innovation, with
35.5 percent of U.S. innovators born outside the
United States. In this way, diversity and innovation
are inextricably linked® and create more reason for
concern about COVID-19's impact on the American
entrepreneurial spirit, and the vulnerability of small
businesses which already face numerous barriers to
success,> such as access to sufficient capital, and the
challenges of scaling. We have seen the impact on
the job market. The potential fallout could be devas-
tating for the innovation that is necessary to ensure
both health and security.

Empathy and resilience are vital elements
for human advancement. To ensure the survival
of innovation and the entrepreneurial spirit, we
can borrow from and improve the policies that
revived America after the 1929 crash and the
Great Depression. Those policies focused on reform
and supervision to restore calm to the financial
sector. The leadership modelled behavior that
emphasized resilience, empathy, and support via
employment, pension, health care benefits and

PRISM 9, NO. 4



REALITY INJECTION: BEYOND MASKS AND QUARANTINE

education programs to reassure workers. These pol-
icies and behaviors bolstered and soothed a broken
society allowing families to rebuild their lives and
business upon a new foundation. Thus, this horri-
ble, multi-year pandemic nightmare may present the
United States with opportunities for self-renewal.
America’s open culture, diversity and innovation
have been important sources of greatness and
security since the nation’s inception.®% Recalling
Roosevelt’s December 1940 radio broadcast®’, Rosie
the Riveter and the Tuskegee Airmen became an
integral part of America’s “Arsenal of Democracy,”
without whom neither the Liberty Ships or B-17
Fortress bombers would have been built (or pro-
tected). Hence, as before it is in America’s interest to
protect and more effectively leverage these pillars of
national security.

Ten ways businesses can start to surf the
COVID-19 momentum wave are: (1) If your
business is not diverse, it is missing out on inno-
vation. Find and increase diversity, equity, and
inclusion programs to stimulate more innovation.
(2) COVID-19's impact on working women has
been brutal. Is your business making a conscious
effort to draw women back into the workforce? Our
nation can ill afford to lose this talent. Addressing
this issue might mean retooling work schedules
to ensure flexibility. The payoff is creativity and
innovation. (3) Create programs to attract GenZ,
the fully digital native generation; they are another
wellspring of innovation.' Ask GenZ how to reach
out to the senior citizen population. “Silver Tech”
is a new area—COVID-19 uncovered this gap
in the vaccination rollout process. (4) Evaluate
greater business use of Artificial Intelligence (Al)
tools from fintech to Grammarly to drone deliv-
ery, to Audible, to autonomous vehicles. (5) Would

viHowever, according to the Demographics of
Innovation in the United States Study “Contrary to
popular narratives about young, technology-savvy entre-
preneurs dropping out of college to found companies in
Silicon Valley, the median age for innovators is 47.”
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robotics streamline business processes? The fear

of job loss to robots is real. However, robots will
still need real people to repair and reprogram them.
Ensure education and re-skilling are part of the deal.
(6) Does your CEO regularly sit down to chat with
startups in the industry and allied industries? ldeas
from the outside will stimulate more innovation
inside and nurture a growth and innovation mind-
set. (7) Get familiar with the 17 United Nations
Sustainable Development Goals (SDGs). How many
are business priorities? How many can create new
opportunities for your business? (8) Related to the
SDGs is the rise of B Corporation certification. The
value of stakeholders becomes even more critical.

(9) Isyour CEO a CEEO (Chief Executive Ethical Of
ficer)? Compliance is essential, and ethics begins at
the top.% (10) Constantly evaluate the relevance of
your business proposition and the efficiency of your
business processes. Since the lockdown, the data
intensity index has jumped, meaning that businesses
receive information from all parts of the operation.
Are these processes synchronizing and generat-

ing relevant data? How is the company using this
information? Is it helping or hurting the customer?
Many companies learn the hard way, on the way to
obsolescence, that change is constant and not a mat-
ter of consent.

COVID-19 has been a terrible scourge and a
great leveler. In 2021 and beyond, businesses will
have the opportunity to reset by harnessing the
pandemic’s momentum to create something new,
including becoming a positive multiplier of gov-
ernment"i action plans. We are at a Gladwellian
“tipping point.” We were at a similar point in 2008
when Sprint/Clearwire launched the first 4G LTE
network, and the United States began its out-
standing performance in 4G technology-related
jobs. Biotech, 6G, quantum, and industries not yet
invented will create similar job opportunities as
business shifts into new sectors that will benefit our

viii.e., Federal, State, Municipal Government
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future. Conversations from the classroom to the
boardroom should center on “what kind of inno-
vation?” The national call to action is to make a
serious attempt to harness diversity and innovation
in our business processes for the benefit of as many
stakeholders as possible. Let us capture the momen-
tum of this new “Person on Mars” moment.

The Real Superpower

While America has held the role of overall economic
world leader since WWI1 and has done many things
“right,” there is no manifest destiny or entitlement
which guarantees our position of prominence, nor
are we the best at all that we undertake. In fact,

we have much to learn from far less powerful or
resourced members of the world community. After
all, necessity is the mother of invention. We should
examine carefully the lessons learned from the
COVID-19 experiences of our allies and our adver-
saries, including both their successes and failures
alike. South Korea, Taiwan, the UK, and Israel have
avoided the most destructive effects of the pan-
demic; Brazil, India, and Italy have not.

America’s true and demonstrated superpower
lies not in its absolute power or omni-excellence, but
rather in our diversity, ability to adapt quickly, and
ability to reinvent ourselves. Whether this ability
stems from our colonial and entrepreneurial roots,
our diverse makeup which provides the potential for
a more balanced and holistic approach, or the poten-
tial which lies in our public, private, and academic
institutions when united in service of the nation,
this is the key to combatting a new era of [pandemic]
threats that we can neither see, impress, nor negoti-
ate with. COVID-19 has been devastating globally,
and the United States has not escaped the devasta-
tion. Its diversity, ability to adapt quickly, and ability
to reinvent itself will once again be tested. It is good
news that our government has provided the criti-
cally necessary $1.9 trillion stimulus. Hopefully, we
will have the wisdom to allocate these funds so that
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they fuel the reinvention we so desperately need to
secure our nation’s legacy and future. PRI1SM
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Master Sgt. Don Rix, 701t Airlift Squadron loadmaster, directs a forklift at Johan Adolf Pengel International Airport,
Suriname, July 16, 2021. The portable field hospital, valued at $745,000, was donated by USSOUTHCOM to the Suriname
Ministry of Health to augment its overwhelmed medical capacity brought on by COVID-19. (U.S. Air Force photo by Staff

Sgt. Shawn White, July 16, 2021)
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U.S. SOUTHCOM Fights
Through COVID-19

By Michael T. Plehn

s I boarded my flight in Bogota, Colombia, to return to the United States on March 14, 2020,

after participating in the joint Colombia-U.S. Exercise Vita in the Guajira Peninsula, the reality

of how the COVID-19 pandemic was going to affect our lives over the next year began to mani-
fest. Arriving back in Miami, where | was the Military Deputy Commander for U.S. Southern Command
(USSOUTHCOM), I went straight home to begin a 14-day quarantine in accordance with new policies from
the Department of Defense (DOD) for travelers returning from overseas. It was the first of many adaptations
that we would make in the coming months.

In May of 2019, shortly after assuming command at USSOUTHCOM, Admiral Craig Faller, USN, estab-
lished three primary lines of effort to guide our activities: strengthen partnerships, counter threats, and build
our team.! Less than a year later, we were tested in all three areas by the pandemic.

One of the great strengths of USSOUTHCOM is the network of engaged and willing partners in the
region. We work closely with them as we guide all U.S. military activity across much of Latin America and the
Caribbean. We are neighbors and friends who share common values, ties, and interests. Our neighborhood is
not only rich in natural resources but also beset by many longstanding challenges and several emerging issues.

While there is no current armed conflict between countries in the region, it is one of the most violent
areas on the globe, much of it fueled by transnational criminal organizations and longstanding structural,
societal issues. According to a 2019 global study on homicide by the United Nations Office on Drugs and
Crime, the rate of intentional homicide in Central and South America is four times the global average.?
Particularly virulent, transnational criminal organizations—flush with cash—constantly seek to expand their
lethal trade through extortion, corruption, intimidation, and violence. These actions, in turn, erode the power
and legitimacy of local, state, and federal governments, reducing their ability to fight this scourge.

An increasingly disruptive factor in regional security and a growing facet of the strategic environment
in Latin America and the Caribbean is Great Power competition. Both the People’s Republic of China (PRC)
and Russia seek to influence conditions in the Western Hemisphere to favor their own national interests, often
at the expense of countries there. The Chinese Communist Party wields its economic influence to generate

Lt.Gen. Michael T. Plehn, USAF, is the 17" President of the National Defense University. He previously served as the
Military Deputy Commander of U.S. Southern Command.
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political leverage throughout the area.® The Belt and
Road Initiative, begun in 2013 and nonexistent in
the region before 2017, has expanded quickly with
19 of 31 nations now signing on to it.* The Chinese
distant-water fishing fleet,® the largest in the world,
prowls the waters around the region—imping-

ing on exclusive economic zones with a voracious
appetite—and strong-arming countries that dare to
complain about these predatory economic prac-
tices.® Such illegal, unreported, and unregulated
fishing is beginning to capture the world’s attention;
the U.S. Coast Guard recently released its strategic
outlook and its vision to combat illegal, unreported,
and unregulated fishing, and many countries are
beginning to speak up—and stand up—to protect
their precious maritime and fisheries resources from
this sweeping predation.’

At USSOUTHCOM, we referred to all these
elements together as a vicious circle of threats at
work. It was against this strategic backdrop that |
returned to Miami last March, sequestered myself
at home for the next several weeks with only my
home Internet and the communications gear | had
taken to Colombia, and began the first extended
teleworking of my life. USSOUTHCOM quickly
embarked on a cascading series of challenges
to help our partners in the region cope with the
medical and humanitarian crises brought about
by COVID-19, while simultaneously learning to
operate in this new environment and hold the line
against these other threats.

Early Challenges

On March 15, the day after I returned from
Colombia, Admiral Faller called a senior leader
meeting, and | dialed in from home with my work
cellphone. We discussed the possible impacts of
COVID-19 on our people and mission, with a focus
on near- and midterm activities. He encouraged

us to focus on three areas: force health protec-

tion, essential missions, and maintaining reliable

26 | FEATURES

communications. USSOUTHCOM pushed toward
higher levels of telework over the next several weeks,
as we instituted a steady, sustainable drumbeat of
updates and decision meetings.

USSOUTHCOM has considerable experience
dealing with crises, especially natural disasters, so
we already had a process built for virtual, distrib-
uted meetings that would gather, display, and act on
information. We just needed to adapt that frame-
work for the COVID-19 pandemic environment and
ensure that it was robust enough for a now largely
teleworking workforce. The command’s Operations
Directorate (J3) rapidly activated our Crisis Action
Team to serve as the central coordination hub
for the command, and they proved to be all-star
players on our team, working 24/7 for the next half-
year to ensure our success. The Communications
Directorate (J6) also worked miracles on the hard-
ware and software sides to ensure that we had the
right equipment and programs to transition to an
effective telework environment. As the senior-most
leader teleworking in the command at that time,

I was able to provide rapid feedback on what was
working well, and not so well, from my sparse home
communications equipment.

In addition to ensuring we could maintain
communications among ourselves, one of our
most immediate challenges was recalling U.S.
military forces back to their home units from for-
ward deployed locations. Joint Task Force—Bravo,
which was in Colombia conducting the exercise
I was observing in March, truncated the exercise
and returned their people, helicopters, and equip-
ment to their main operating base in Honduras.
With many countries in the region beginning to
lock down their borders, it was a challenge to find
intermediate locations where they could stop to
refuel. Close coordination between U.S. Embassies
and host-nation government officials paved the
way to recover all our personnel and equipment to
assigned locations.
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U.S. citizens board a U.S. Air Force C-130J Super Hercules at Soto Cano Air Base, Honduras, March 25, 2020. The aircraft
was used to transport 78 evacuees from Honduras to Naval Air Station Norfolk, Virginia. The mission was part of an ongoing
interagency effort led by the State Department to assist American citizens unable to return home from countries around the
world during the COVID-19 pandemic. (U.S. Air Force photo by Tech. Sgt. Daniel Owen)

However, the growing number of airport and
border closures in many countries led to our next
big challenge, which was assisting with the repa-
triation of American citizens back to the United
States. U.S. Embassies in the region were swamped
with requests for help from thousands of Americans
seeking a way back home. We received phone calls
directly at the headquarters and elsewhere through-
out DOD asking about availability of military
aircraft to fly American citizens back to the United
States. In late March and early April, using available
and opportune military airlift, we quickly evacu-
ated a U.S. women’s football team from Honduras as
well as American citizens from Per(, Colombia, and
many other countries in Latin America.?
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The USSOUTHCOM Logistics Directorate
(J4) quickly produced a spreadsheet to track all
U.S. military aircraft and airlift missions traveling
into, through, or out of the region. We were in daily
contact with U.S. Transportation Command and the
Air Force’s Air Mobility Command to ensure that
we had the most current information. A major chal-
lenge and limitation of using opportune military
airlift was that the aircraft had to stay on its previ-
ously scheduled route, which meant it did not always
land at a military base that had a permanent U.S.
Customs and Border Protection presence to receive
and process U.S. citizens back into the country. Each
movement required extensive coordination with the
Department of Homeland Security to ensure that
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people could process through customs, be screened
for health factors and COVID-19 symptoms, and
then be transported safely to their onward locations.
After two intricate movements to a remote airfield
in northwest Florida that required intensive coordi-
nation among the Department of State, Homeland
Security, DOD, and others, | knew we needed more
help and a better, more streamlined process for
assisting our fellow citizens to return home.

In late March, | called my Pinnacle classmate
Ulrich Brechbuhl, who was then Counselor to the
State Department, to discuss how we could better
integrate our efforts.® He pointed me toward the
State Department’s Repatriation Task Force, led
by Ambassador lan Brownlee. This task force was
established on March 19, 2020, as an element of the
Coronavirus Global Response Coordination Unit.?°
It was charged with implementing the most efficient,
effective methods for identifying U.S. citizens who
wanted to return to the United States, linking them
up with the U.S. Embassy in that country and then
working to get them home. Military aircraft were
quickly replaced with State Department—chartered
airlift that ultimately returned tens of thousands of
our fellow citizens back to the United States.*

As the repatriation effort took shape and
became more normalized, USSOUTHCOM contin-
ued with its other essential missions, one of which
received a serious boost in attention and resources
on April 1, 2020. DOD has a longstanding statutory
mission to detect and monitor the aerial and mar-
itime flow of illegal drugs into the United States.!?
A USSOUTHCOM subordinate commands, the
Joint Interagency Task Force—South (JIATF-South),
has been quietly and effectively fulfilling this role
for decades. JIATF-South is comprised of military,
intelligence, and law enforcement personnel from
across the U.S. Government, with liaison officers
from more than 20 different countries to help coor-
dinate and integrate counternarcotics operations
throughout Latin America and the Caribbean.
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Enhanced Counternarcotics Efforts
During COVID-19

On April 1, 2020, President Donald Trump
announced an enhanced counternarcotics effort to
ensure transnational criminal organizations would
not take advantage of the COVID-19 crisis to move
more of their lethal product to the United States.

With additional ships, helicopters, airplanes,
and personnel, USSOUTHCOM kept a fast pace of
counternarcotics operations throughout the spring
and into the summer and fall of 2020. Other nations
stepped up their pace as well. The Republic of
Colombia continued its series of successful coun-
terdrug surge efforts, known as Operation Orién,
bringing into play additional countries throughout
the region and largely focused on the drug tran-
sit routes in the eastern Pacific Ocean. From the
beginning of April until mid-May, Operation Orién
V was credited with disrupting or seizing 50 metric
tons of cocaine and arresting 150 people involved in
illegal narcotics trafficking, according to Colombian
President Ivan Duque Marquez.®® According to the
USSOUTHCOM Public Affairs Office, to date since
April 1, 2020, this international effort has resulted
in the seizure or disruption of more than 1,000,000
pounds of cocaine, over 150,000 pounds of mar-
ijuana, and the apprehension of more than 1,200
suspected drug smugglers. USSOUTHCOM and
JIATF-South continued to work closely with allies
and partners in the Caribbean, with strong con-
tributions from the United Kingdom, France, the
Netherlands, Canada, Jamaica, and the Dominican
Republic. Every intercept at sea also carried the pos-
sibility of encountering individuals who might have
been COVID-19 positive. We, and our partners, had
to ensure that we had personal protective equipment
for ourselves, as well as procedures for isolating any
infected detainees who were apprehended for traf-
ficking in narcotics.

Early in April, USSOUTHCOM received oper-
ational control of the USS Kidd, coming out of the
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USS Pinckney (DDG 91) with embarked U.S. Coast Guard Law Enforcement Detachment team (LEDET) conducts enhanced
counternarcotics operations July 22, 2020. The Pinckney and LEDET recovered an estimated 120 kilograms of suspected
cocaine. Pinckney is deployed to the USSOUTHCOM area of responsibly to support Joint Interagency Task Force-South’s
mission, which includes counter-illicit drug trafficking in the Caribbean and Eastern Pacific. (U.S. Navy photo by Mass

Communication Specialist 3" Class Erick A. Parsons/Released)

Indo-Pacific region. Several days later,a COVID-
19 outbreak was detected aboard ship and a team
with rapid testing capability was quickly sent to the
Kidd for initial response. We returned the ship and
its crew to the Navy, so they could sail to San Diego
and manage the outbreak there. With several days
sailing time from Central America to San Diego, the
Navy provided additional assistance with the USS
Makin Island to escort Kidd to port.* This incident
highlighted the necessity of ensuring the availabil-
ity of rapid testing for our forward-deployed forces,
which became a top priority for USSOUTHCOM,
especially with the limited access to test equipment
during the early days and weeks of the pandemic.
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We also had a requirement for COVID-19
testing for our military personnel deployed in the
region. The Navy Medical Research Unit-Six in
Lima, Per, loaned us six of its BioFire test systems
so that we could test any symptomatic personnel
and determine their COVID-19 status. We sent test
equipment to bases in Honduras, El Salvador, and
Guantanamo Bay, Cuba, where we had the largest
groups of U.S. military personnel.

Testing and tracing became two important
aspects of our layered COVID-19 force-health
protection measures. Largely reliant on our Service
“landlords” of whatever base or installation hosted
our forces, access to testing in the early weeks and
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months of the COVID-19 pandemic became essen-
tial to protecting the rest of our team. Along with
adiligent process for contact tracing to determine
any close contacts of COVID-19-positive personnel,
we were able to avoid any substantial outbreaks of
COVID-19 among our forces.

Continuing Foreign Military Sales
and Security Cooperation Under
COVID-19 Conditions
Among USSOUTHCOM’s many essential mis-
sions was continuing our ability to provide security
assistance to our partner nations during the height
of COVID-19. Initially, our face-to-face training
and exercise events were greatly reduced, as was the
delivery of foreign military sales equipment.

One of the early successes in continuing to
deliver supplies and equipment was the trans-
fer of the first Near Coastal Patrol Vessel to the
Dominican Republic in mid-March. The vessel was
designed to give select partner nations the capability
to conduct maritime counternarcotics operations
farther from their shores. USSOUTHCOM worked
closely with the State Department, the Defense
Security Cooperation Agency, and the Navy
International Program Office to keep this six-vessel
contract on track. Although the contractor was able
to transport the boat to the Dominican Republic by
March 18, it had to delay delivery to the final port
until July due to health conditions in the region. By
July 13, the vessel was at its permanent operating
location, and the contractor had begun training the
Dominican Republic military forces on the use of
the ship and its equipment.

Assisting with the COVID-19 Medical
and Humanitarian Crisis

While all this was going on, we began hearing the
demand signal from our partner nations and U.S.
Embassies in the region to provide humanitarian
assistance to our partners. Long accustomed to
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Near-Coastal Patrol Vessel (NCPV) hull #1 pierside at
its operational location in the Dominican Republic, July
2020. The first of six vessels to be delivered to partners
in the Caribbean and Latin America, the NCPV extends
the range of partner-nation maritime forces to conduct
counternarcotics and maritime security operations. (Photo
courtesy of USSOUTHCOM and U.S. Embassy Santo
Domingo.)

springing into action during crises and disasters,
the Humanitarian Assistance Team (J7/9) quickly
developed a process for identifying and approving
minimum-cost humanitarian assistance projects
(HAP) using our combatant command Overseas
Humanitarian, Disaster Assistance, and Civic
Action (OHDACA) funds.

The Pentagon responded rapidly by giving
USSOUTHCOM and all other regional combatant
commands more fiscal authority to approve projects
on their own recognizance—raising the threshold
for minimum-cost projects from $15,000 to $30,000
and then to $50,000 and ultimately up to $75,000
without having to come back to the Pentagon for
approval of each project. We rapidly funded projects

providing personal protective equipment in almost
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every country in the region, including hand sani-
tizer, hygiene, and other desperately needed supplies
to hospitals, ministries of health, and other civilian
medical institutions.

The Pentagon’s Office of the Deputy Assistant
Secretary of Defense for Stability and Humanitarian
Affairs (DASD SHA) retained authority to approve
projects costing more than $75,000, and we sub-
mitted many of them as well: expeditionary field
hospitals, oxygen generators, ventilators, and many
other types of lifesaving medical support projects
were identified and quickly funded.

USSOUTHCOM typically receives about $20
million each year in OHDACA funding to help
partners deal with the wide variety of humani-
tarian needs throughout the region ranging from
hurricane relief to wildfires, mudslides, tsunamis,
earthquakes, volcanic eruptions, and many other
challenging scenarios. Unlike standard operations
and maintenance funding that generally must be
spent in the same fiscal year that it was appropri-
ated, OHDACA funding is good for 2 years. But
by July, we had expended almost all our fiscal year
2019/2020 funds and were well into depleting our
2020/2021 funds—and hurricane season had barely
even started.

In July, during one of our weekly COVID-

19 Task Force meetings with Deputy Secretary of
Defense David Norquist, | asked if some of DOD
funding through the Coronavirus Aid, Relief, and
Economic Security Act could be reprogrammed
into OHDACA funds. Once again, the Pentagon
quickly acted on this request, and with support
from Deputy Secretary Norquist and Acting DASD
SHA Ms. Stephanie Hammond, $120 million was
reprogrammed into OHDACA funds for global
COVID-19 relief. USSOUTHCOM's request for $70
million was approved and funded out of the $120
million.

At the same time, the U.S. Agency for
International Development (USAID) was providing
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large-scale relief in the region. USSOUTHCOM
coordinated its efforts with USAID through the
country team in each individual U.S. Embassy. The
Civilian Deputy to the Commander, Ambassador
Jean Manes, and our humanitarian assistance team
produced a daily dashboard of COVID-19 relief
efforts in the region, enabling us to see where U.S.
and international support was being supplied.

We heard from several of our U.S. Ambassadors
in the region of the importance and efficacy of our
initial humanitarian assistance efforts. In many
cases, they stated our HAP donations were the only
support they were able to quickly offer their host
nations. There was an early push by the People’s
Republic of China to provide humanitarian support
in the region—and it continues to this day. At first
it was “mask diplomacy,” which has morphed into
“vaccine diplomacy” over time. Given the choice,
most of our neighbors prefer to work with the
United States, but as one chief of defense remarked
to Admiral Faller, a drowning person will accept
a lifeline from anyone. OHDACA funds and HAP
programs allowed U.S. Ambassadors and chiefs of
mission to be present and helpful to partners and
neighbors in their time of great need.

As we moved into the fall and winter of
2020, USSOUTHCOM had supported more than
400 humanitarian assistance projects for our
neighbors, worth tens of millions of dollars. On
September 24, 2020, Admiral Faller personally
traveled to Kingston, Jamaica, to participate with
U.S. Ambassador to Jamaica Donald Tapia in the
donation and acceptance ceremony of a 70-bed
expeditionary field hospital.

Natural Disaster Response During
COVID-19

In November, Central America was hit with two
major hurricanes less than 2 weeks apart. On
November 3, 2020, Hurricane Eta roared ashore,
bringing widespread flooding and devastation to
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Loadmasters, assigned to the 15™ Airlift Squadron from Joint Base Charleston, South Carolina, offload a mobile field hospital
from a C-17 Globemaster Ill at Norman Manley International Airport in Kingston, Jamaica, September 19, 2020. Aircrew,
assigned to the 15" Airlift Squadron, transported hospital from Charleston to Kingston, where it was donated to healthcare
providers and used to support the Caribbean nation’s ongoing response to the COVID-19 pandemic. The donation, made
on behalf of the American people, cost $753,000 and was purchased as a part of USSOUTHCOM'’s ongoing assistance to
nations responding to the global pandemic in the Caribbean and Latin America and funded by the command’s Humanitarian
Assistance Program. The command has also delivered mobile field hospitals to Costa Rica and the Dominican Republic and,
in total, donated 24 field hospitals to 11 countries. (Photo by Staff Sergeant Lance Valencia)

Nicaragua, Honduras, Guatemala, Panama, and El
Salvador. JTF-Bravo sprang into action, conduct-
ing immediate lifesaving rescues and supporting
USAID’s Bureau of Humanitarian Affairs as they
coordinated the U.S. Government’s response
efforts, led by Regional Director Tim Callaghan,
earning their gratitude.™> With many roads and
bridges impassable, the CH-53 Chinook and HH-60
Blackhawk helicopters of JTF-Bravo were invaluable
in rescuing stranded persons while also delivering
lifesaving supplies, food, and water to isolated towns
and communities.

32 | FEATURES

JTF-Bravo established forward operating sites
in Panaméa and Guatemala while also operating
from their main base in Honduras, all in support
of the broader U.S. Government relief effort. Then,
on November 17, Hurricane lota stormed ashore 15
miles away from where Eta had made landfall only 2
weeks earlier. In concert with the United Kingdom’s
Royal Fleet Auxiliary ship Mounts Bay, JTF-Bravo
pushed its efforts into the remote eastern area of
Honduras known as San Pedro Sula. In addition to
the already hard-hit countries in Central America,
two Colombian islands just off the coast of Central
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America—San Andrés and Providencia—were heav-
ily damaged by lota. JTF-Bravo continued its relief
efforts in support of USAID, and USSOUTHCOM
also provided additional airlift and sealift support to
Colombia to help the people of their two storm-rav-
aged islands.

By the conclusion of the support during these
hectic weeks of lifesaving humanitarian assistance,
USSOUTHCOM units had flown 277 missions
rescuing over 850 people and delivering more than
one million pounds of lifesaving aid—and did
so without recording a single case of COVID-19
transmission to any of its U.S. military forces partic-
ipating in the efforts.!

What Does It All Mean?

Taken in the aggregate, there is much to be learned
from USSOUTHCOM’s experience during the first
10 months of the COVID-19 pandemic from March
to December of 2020. In addition to validating the
combatant command’s ability to respond rapidly to
even the most unexpected crisis, these events high-
lighted the importance of our U.S. military relations
in the region and the vital national security need to
sustain and strengthen them. Working closely with
U.S. Embassies and their country teams, alongside
our partners and allies, USSOUTHCOM was able to
continue its essential missions to strengthen part-
ners and counter threats. In fact, even under these
difficult operational conditions, USSOUTHCOM
expanded execution of its essential missions like
countering transnational organized crime while
also beginning new crisis response missions to assist
stranded American citizens, deliver aid and hope
to our neighbors and partners in the region, and
respond to the twin natural disasters of hurricanes.
On the more troubling side, we verified the
existence and growth of Great Power competition
in our own hemisphere. While we have long known
about the People’s Republic of China’s increasing
trade activities with our neighbors in the region,
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we also saw increasing use of PRC influence and
rhetoric to bolster its image and discredit the United
States. We saw the PRC attempting to leverage its
economic relationships for political gain—whether
through mask and vaccine diplomacy ostensibly tied
to their global Health Silk Road efforts or through
disinformation intended to bolster China’s image

in the region while attempting to tarnish the U.S.
standing among our neighbors.

Conclusions

In crisis, a good decision (or set of decisions) acted
on early and decisively can be the difference between
success and failure. This was certainly the case at
U.S. Southern Command throughout 2020. We did
not have as much information as we would have
wanted about the contagious nature of COVID-

19 and how easily and rapidly it spread from one
human to another. Neither did we have as much
information as desired about the consequences of
the rapid spread of COVID-19 and how it would
suddenly close borders, limit in-person meetings
and activities, and dramatically affect every action
we had planned over the coming year. Nevertheless,
we acted quickly and decisively in moving our team
out of the physical workspace and into telework
where possible while also quickly focusing the com-
mand on what was most important: safely executing
our most critical missions.

Deliberately distilling our activities down to the
three essential areas of implementing force health
protection measures, accomplishing our essential
missions, and maintaining communication with all
our team members and partners had an immediate
clarifying effect on determining what we would do
and what we would postpone or cancel. Admiral
Faller maintained this focus relentlessly over the
next 10 months and enabled USSOUTHCOM to
be present and persistent in fulfilling its mission
and its enduring promise to our neighbors in Latin
America and the Caribbean.
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The same could be said of our colleagues in
the Pentagon, the State Department, and elsewhere
throughout the interagency and international com-
munities: They were focused on responding at the
speed of relevance—and they did. There were, of
course, some hiccups and a few false starts. That is to
be expected in any sudden and dynamic crisis. But
the focus and dedication of our higher headquarters
on pulling disparate agencies together, determining
the needs and requirements of the situation, and
then empowering the combatant commands and
subordinate agencies with the appropriate resources
and authorities to respond effectively at the speed
of the crisis was truly unprecedented. I, and all my
teammates, are proud to have been part of such a
high-functioning, motivated, and results-focused
team.

To this day, | remain amazed and appreciative
of the flexibility, resilience, and commitment of
Team USSOUTHCOM during this time. From the
headquarters to our subordinate commands to our
security cooperation offices on the frontlines every
day, they conducted themselves with dedication and
distinction under difficult and uncertain conditions.

Ultimately, | have concluded COVID-19 is
not only a medical and humanitarian emergency
that still requires immediate response, but it also
remains an operating environment in which we
must continue to conduct our missions as effec-
tively and safely as possible. USSOUTHCOM was
successful because of early, decisive action and our
commitment and ability to work across the broad
spectrum of those with whom we partner in DOD,
the interagency community, with our country teams
in U.S. Embassies throughout the region, and—of
course—with our partners and neighbors who are
eager to work with us in addressing the many secu-
rity challenges that confront all the nations in the
Western Hemisphere.

Alarmingly, this crisis uncovered the quiet,
steady, and largely unaddressed growth of the
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economic and political influence of the PRC in our
own neighborhood. It revealed the extent to which
China is using its economic leverage to expand its
political power in our hemisphere. From predatory
lending practices and debt-trap financing enabled by
the Belt and Road Initiative to voracious distant-wa-
ter fishing fleets that could devastate and depopulate
the marine fisheries in the Western Hemisphere

as they have done in the Western Pacific, China s
clearly wielding its growing economic and political
power to coerce our neighbors to side with Chinese
desired outcomes. We must not turn a blind eye to
the competition that is playing out all around us

in our own neighborhood. We must not play chess
while the PRC is playing the game of go. We must
recognize the long game for what it is and compete
with an equally long-term strategic mentality and
approach. PRISM
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So how will globalization impact on the efforts of nations to contain the disease? (Photo by unknown-google images)
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COVID-19 and Superpower

Competition:

An Effective American Response

By Amit Gupta

efore COVID-19 became a global pandemic, the growing consensus among analysts was that we
were entering a period of deglobalization. According to the economic analyst Mohammed el-Erian
deglobalization was taking place because by the 2000s the adverse economic impact of globaliza-

tion had become apparent to the Western middle
class. Secondly, the U.S.-China trade war saw rising
tariffs and a call for rebuilding national manu-
facturing capabilities. The COVID-19 pandemic
was the last nail in the coffin as countries adopted
highly individualistic and nationalistic policies that
put national interest above any global concerns.!
Coupled with the perceived drive to deglobalization
is the fact that we have re-entered an era of great
power competition with the 2017 National Security
Strategy clearly stating that both Russia and China
are revisionist powers that challenge American
primacy and that, “... want to shape a world anti-
thetical to U.S. values and interests. China seeks to
displace the United States in the Indo-Pacific region,
expand the reaches of its state-driven economic
model, and reorder the region in its favor.”? What
this article argues is that true security in the emerg-
ing international system will require precisely those
aspects of globalization that the critics decry because
no single country can effectively tackle such a com-
plex and deadly threat as the COVID-19 pandemic

“U.S Department of Agriculture Secretary Sonny Perdue
and Senator John Cornyn tour McLane Global, one of
USDA'’s partners in feeding rural kids in Texas and across
America who have been impacted by school closures as a
result of COVID-19.” (U.S Department of Agriculture/Lance
Cheung, July 16, 2020)

Dr. Amit Gupta is an Associate Professor at the Department of International Security Studies, U.S. Air War College.
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through strictly national measures. Further, the
emerging great power competition is one not just

of military and economic rivalry but, much in the
same way as during the Cold War, it is a struggle
between different ways to organize societies and
particularly to deliver goods and services efficiently
and justly. With the latter in mind, how the United
States and its allies and partners lead the response to
COVID-19 will have an impact on the outcome of
global power relationships. If China provides better
solutions on dealing with the pandemic, then it will
be able to undercut the American-created liberal
international order. To discuss this issue, we need
to first explain what globalization is and why, in a
COVID-19 world, it provides the security solutions
to the challenge posed by the disease.

What is Globalization?

There is no single definition of globaliza-

tion; descriptions include terms as diverse as
“Americanization,” “Westernization,” “modern-
ization,” and “sameness.” Globalization is also
generally seen solely through the lens of economic
interactions like trade, investment, and the flow of
wealth around the world. In that context trade wars
and attempts to block Chinese investments are the
principal focus of anti-globalists. In fact, globaliza-
tion is much more than economic interactions as

it includes not only the global flow of wealth, but
also of technology, ideas, and labor.® While analysts
focus primarily on wealth and technology, they
forget how the emergence of the internet, satellites,
and now social media have rapidly connected the

world in ways that were not possible thirty years ago.

With data moving at high speeds and in unprece-
dented quantities around the world, we have seen
populations link up in communities ranging from
digital diasporas to people linked by common
interests and fandom—uwitness the global commu-
nity of Real Madrid or Barcelona fans. What has
emerged is a global community where ideas and
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social phenomena in any nation are closely watched
around the world and can provide the impetus for
social and political changes elsewhere—the Arab
Spring is a good example of this phenomenon.

As Benjamin Barber argued in his seminal 1992
article “Jihad vs. McWorld,” the world was coming
together because of a scientific imperative and an
environmental imperative. The scientific imperative
lay in the fact that with the ease of communication
scientific efforts had now become collaborative
endeavors across nations; and the environmental
imperative was the result of the fact that environ-
mental problems could no longer be managed
within the borders of a nation and, instead, required
greater collaboration between nations.* When
applied to the current COVID-19 pandemic Barber’s
drivers of globalization make complete sense. The
development and transfer of vaccines has been an
international effort and a globally choreographed
effort is required to contain and eliminate the virus.
So how will globalization impact the efforts of
nations to contain the disease? The answer lies in
addressing the failures of nations to stop the rapid
spread of the disease in the first place.

The National Security Response to
COVID-19

Faced with the rapid spread of the virus, countries
adopted unilateral measures to try and suppress
the contagion. Nations closed borders and airports;
Japan essentially quarantined passengers aboard

a cruise ship to prevent the spread of the disease,
although this only resulted in the rapid fire spread
of the virus aboard the ship.5 Other crews were
stranded on the high seas; and the calls for assis-
tance from the nations first hit hard by the virus
were met with deaf ears from those who were in the
best position to help. Thus, the Italian and Spanish
governments’ pleas for help were not met by anyone
in Europe and it was Cuba that provided assistance
to them.
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Nor did the two international organizations
that could have made a difference respond in a
manner that was needed by the international com-
munity. The World Health Organization (WHO)
has a good record of working to eradicate infectious
diseases—after all it was the WHO that had led
the crusade for the global eradication of smallpox.
Yet in this case, the WHO was relatively inefficient
and unwilling to press Beijing to release data on
the COVID-19 virus even though Taiwan had sent
awarning to the organization about the potential
danger from the virus: The fact that Taiwan was
not permitted to be a member of the WHO further
complicated Taipei’s attempts to get its message
across.® The Trump Administration responded to

COVID-19 AND SUPERPOWER COMPETITION

claims that the WHO was being manipulated by the
Chinese by withdrawing from the organization and
adding to the problems of seeking a concerted inter-
national response to the pandemic.

The other organization that badly failed its
members in their most dire hours of need was
the European Union (EU). As one commentary
pointed out, “They failed to hear the warnings that
containment would prove ineffective. They failed
to heed experts who said no country could fight
the virus on its own, failed to perceive that the
world’s most advanced health care systems were
at grave risk of being overwhelmed. They failed
to understand that drastic measures would be
needed until Italy—patient zero among EU member

Members of the West Virginia National Guard’s Task Force assist staff of St. Francis Hospital, Charleston, West Virginia,
to unload beds and additional medical equipment delivered to the hospital in an effort to build statewide medical surge
capacity during on-going COVID-19 pandemic response. (Photo by West Virginia National Guard, April 9, 2020)
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countries—frantically imposed travel restrictions
that impeded European leaders’ own movements.””
A report by the HER0S Project outlined the defi-
ciencies in the response of individual nations as well
as the failure of the EU as a common crisis manage-
ment entity. Within Italy, for example, while there
were enough intensive care unit beds in the country
the government was unable to move infected people
to available hospitals and they were also not allowed
to move patients to available beds across borders in
neighboring countries.®

Countries also started buying up personal pro-
tective equipment (PPE) and restricting the export
of equipment and medical supplies to neighboring
countries.® Learning from the chaotic and uncoor-
dinated response, the recommendation has been
made that there be a “greater sharing of resources
like hospital capacity, medical equipment and even
healthcare staff between EU countries” and that an
agency be established to coordinate EU level prepa-
rations for future pandemics.?°

Not only did the EU come in for harsh criti-
cism but the two superpowers—the United States
and China—also saw a loss of public support from
the European nations. The loss of support for China
in Europe arose from, “the aggressive way that
China has treated other countries in its response
to the crisis—with disinformation, bullying, and
threats to withhold medical supplies.”* The United
States, more alarmingly, also saw a drop in public
support in Europe: “Over 70 percent of Danes and
Portuguese say that their perceptions have wors-
ened, while 68 percent of French, 65 percent of
Germans, and 64 percent of Spaniards say the same
thing. This is not, in our view, simply one more indi-
cation of how strongly Europeans oppose Trump’s
way of doing foreign policy. The COVID-19 crisis
has revealed a United States divided in its response
to the present crisis and haunted by its history. If
Trump’s America struggles so much to help itself,
how can it be expected to help anyone else?'2 While
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this drop in positive feelings was a blow to U.S.
diplomacy, it was also reflective of the problems
caused by the Trump Administration to the Trans-
Atlantic relationship—something that the Biden
Administration is working hard to correct much to
the relief of the Europeans. At the same time, how-
ever, the fact that the Trump Administration did not
provide global leadership to counter the virus was
duly noted by the Europeans. In Italy, 25 percent
of the public thought China was a useful ally while
only 4 percent thought similarly of the EU.?3

From a national security perspective, the U.S.
policy of go-it-alone was also ineffective because
global supply chains meant that the bulk of PPE and
drug supplies were to be imported from India and
China and once the global economy ground to a halt
such shipments could not be made easily as they are
usually carried in the belly of aircraft which were by
and large grounded due to the collapse of global air
traffic.4

Global Trends?

It has been argued that COVID-19 will lead to three
major trends that will further accelerate deglo-
balization: First, we will move from physical to
increasingly virtual interactions; second, nations
will eschew the efficiency of globalization to,
instead, achieve resiliency; and third, we will focus
more on the national sphere as opposed to the inter-
national sphere. Each of these trends, however, is
heavily skewed toward the richer and more powerful
nations in the world as they have the resources, the
talent, and the resilient economies that can sur-
vive and even take advantage of the shifts caused

by COVID-19. For the bulk of nations such an
approach provides little joy.

While technologically advanced, knowledge
economies could move into the virtual world fairly
seamlessly, the same could not be said for nations
that lacked the technology to allow their citizens
to function in a virtual world. Around the world
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the digital divide became apparent as, for exam-
ple, school children were unable to make use of the
virtual tools offered to them—if any were offered at
all. A UNICEF report brought out the stark reality
of this digital gap: “But at least 31 percent of school
children worldwide cannot be reached by remote
learning programs, mainly due to a lack of neces-
sary household assets or policies geared toward their
needs. And 40 percent of countries did not provide
remote learning opportunities at the pre-primary
level of education.”® For nations with young pop-
ulations, like those in Africa and South Asia, this
was a deadly blow to their attempts to educate their
children, and if we are going to see more pandemics
the educational gap both within such societies and
between them and other nations will only widen.

Such a digital divide in predominantly young
societies can only have catastrophic consequences as
their demographic dividend will become a demo-
graphic disaster with youth in these nations unable
to achieve their economic expectations. Being con-
nected to a globalized world, they will experience
growing discontent as they see progress in other
parts of their country or in other countries. If any-
thing, the virtual versus physical divide that has split
the planet is one of the major concerns that world
leaders will have to address in the future.

Resiliency was a victim of the onset of glo-
balization as many of the items required to fight a
pandemic had been outsourced to other nations.
Thus, PPE and vaccines were being manufactured
elsewhere in the world—mainly India and China—
and as the Indians found out, the critical raw
material for manufacturing vaccines were produced
in the West, most notably the United States.*® Since
there was an American ban on exporting critical
materials, the production of vaccines in India faced
bottlenecks and this has happened in the middle of a
steep spike in COVID-19 cases.

Resiliency, however, is not an option for the
bulk of the 193 nations of the United Nations many
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of which depend on global goodwill in their quest
to vaccinate their populations and to even build up
stockpiles of PPE. These nations depend on a global
coalition to achieve human security and that is why
183 countries joined the Coalition for Epidemic
Prevention Innovations (CEPI) Covax initiative that
was assembled by Norway, India, and the Bill and
Melinda Gates Foundation to counter the pandemic.
Covax is an initiative that will give countries that
would otherwise not be able to afford the vaccine
the ability to access it; this goes against the idea that
countries will be able to actually build up resiliency
through their individual efforts.

The third argument in favor of the world
returning to national over international preoccu-
pation is also flawed since the only way to control
future pandemics is not through closing borders
or adopting protectionist policies. Instead, it will
require high levels of coordination in the interna-
tional realm. For instance, what we are witnessing
at the time of writing is the international attempt
to help India resolve the new crisis it faces from the
spiking number of cases in the country. New Delhi,
therefore, has accelerated the production of foreign

May 2020, a time when India seemed to have the
pandemic under control. Sadly, the government was one
of many that relaxed too quickly. (Photo by: Gwydion M.
Williams, June 7, 2020)
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vaccines like the Pfizer and Russian Sputnik VV
vaccines to try and tackle what has become a cata-
strophic situation.

Vaccines and Great Power Politics

As mentioned above, the battle against COVID-19
has become a part of great power competition as
both Russia and China are accelerating efforts to
supply their vaccines across the world thus increas-
ing their influence and advancing their commercial
interests. For America, in an age of globalization,
the ability to mount a successful global effort against
pandemics has helped enhance its status in world
affairs; implementing an international plan against
COVID-19 would not only boost American soft
power but also check Russian and Chinese efforts at
gaining global influence. Moreover, the pandemic
has become a competition of competing narratives
as the great powers push their respective agendas
and cast suspicion on the efforts of their rivals.

In the past, the United States was the leader in
global pandemic response as it worked to eradicate
ravaging diseases that were curable with the correct
treatments and universally administered inocula-
tions. U.S. assistance to the WHO was one of the
factors leading to universal vaccination against
smallpox, and the world has not seen a case of small-
pox since 1976.1 Similarly, the United States took
the lead against Ebola sending medical supplies,
doctors, and military personnel to control its spread,
and working with partner African nations to help
control the disease while contributing one billion
dollars for the effort.®

Also noteworthy is the role of the George W.
Bush Administration in combating the spread of
AIDS in Africa which will go down as one of the
most effective policies pursued by that adminis-
tration.*® The Bush Administration established the
President’s Emergency Plan for AIDS Relief, a major
foreign aid program that provided antiretroviral
treatment for millions of people on the African

42 | FEATURES

continent and may be one of the most important
international security measures taken by the United
States in the past two decades because of the effect it
had on containing the disease.

If one goes back even further, the United
States took a major step to tackle global hunger
and increase the income of farmers in developing
nations through the creation of a Green Revolution
in farming techniques (although this process did
lead to environmental degradation and income
disparities between upper and lower class farm-
ers).2 America’s policies to influence nations across
the world, therefore, have not been solely based on
military and economic policy tools but also on cre-
ating a healthier world order. It is this commitment
that has given the country some of the soft power
it uses to achieve its foreign policy goals. Yet, on
COVID-19, the United States has fallen behind other
nations that have usurped its role of global health
propagator.

At the outset of the global COVID-19 pandemic
two countries were notably reticent regarding the
need to create an international counter-pandemic
consensus—China and the United States. The
Chinese took time to release the DNA of the virus
to national and international scientific bodies thus
delaying attempts to develop an effective vaccine.
The United States, which was caught up in an elec-
tion year, was pursuing an America-first policy with
competing rhetoric emphasizing deglobalization,
and the need to make a political statement against
China. Neither power stepped up to bring the major
nations of the world together in a dialogue on a
coordinated response to the crisis. Moreover, the
Trump Administration, correctly banking on the
rapid development of American vaccines, had no
plan on how to utilize the vaccines made in other
parts of the world like in Britain and India.

In contrast, the Russians and the Chinese were
able to start early global delivery of their indige-
nously produced vaccines thereby earning gratitude
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from the publics of receiving countries. While the
Russian Sputnik V was originally dismissed as being
ineffective it is now recognized as having 91 percent
efficacy, leading to high demand worldwide. Under
an agreement with India, six Indian companies will
be producing the Russian vaccine and once produc-
tion gears up, it is expected that 50 million doses will
be available every month in the country (and that by
the end of 2021 more than 450 million doses will be
produced in India).%

As Sputnik V inoculates populations around
the world it will ease some of the negative views
toward Moscow resulting from the policies of
Vladimir Putin and, as Hungarian Prime Minister
Viktor Orban pointed out, the people of the former
communist countries of Eastern Europe have confi-
dence in Sputnik V because of historical precedents:
“Under Communism we were vaccinated with
Soviet vaccines as children; and, as you can see,
we're fine.”?2 The Russian vaccine has made inroads
in Eastern Europe for historical reasons and also
because of the tardiness of the European Medicines
Association in approving alternative vaccines for
distribution. One has to be cautious about stating
just how much Russian diplomacy will benefit from
its international vaccine distribution, but Moscow
has signed agreements to sell 388.1 million doses
to 20 countries, and the deal with India may be a
game changer as the Russians will be able to harness
India’s large vaccine manufacturing capability to
increase the number of country customers.?

Both Russia and China are thinking strate-
gically about how the transfer and distribution of
vaccines will support their economic and foreign
policies while helping them accrue soft power.
Russia and China are establishing vaccine facilities
across the world as well as training local workers
from emerging countries, and it is believed this will
strengthen their presence in these countries for
decades. As the Economist Intelligence Unit points
out, both countries seek entry into regions where
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the United States and Western Europe have influ-
ence—Latin America and Eastern Europe—with the
goal of sowing discord within Western alliances. In
the case of China, it is clear that much of the vaccine
produced both by state and private companies is
being sold or given as gifts to countries that partici-
pate in China’s Belt and Road Initiative (BRI).%

The Economist Intelligence Unit summed up
the consequences of Russian and Chinese vaccine
diplomacy:

“Assistance in the form of vaccines will often
come with economic or political strings
attached. For instance, Russia started dis-
cussions with Bolivia about access to mines
producing rare earth minerals and nuclear
projects shortly after delivering a consign-
ment of its Sputnik V vaccine. Vaccines
may also prove to be a reward for countries
that have proved to be reliable partners in
the past. For example, China may seek to
reward Cambodia and Laos with vaccines
for their support on territorial disputes in
the South China Sea. Meanwhile, Pakistan
may be getting shots in return for its
approval of projects linked to China’s Belt
and Road Initiative (BRI)."%

The report therefore suggests that such efforts will
reinforce the global standing and leverage of Russia
and China in emerging countries, helping both
countries to gain influence and pursue their inter-
ests around the world. The longer-term consequence
of today’s vaccine diplomacy may be a further frag-
mentation of the global order.?

Chinese Vaccine diplomacy

The China case is somewhat different than Russia
because unlike Moscow, Beijing successfully com-
bines vision, ambition, and resources. Russia would
like greater influence along its own borders and

to exert influence in other parts of the world—its
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ambition, however, is not matched by its capa-
bilities—but the Chinese are actively working to
supplant the United States as the primary economic
power in different parts of the world and vaccine
diplomacy can help advance that objective. Thus,
China has the ambition to surpass the United
States, they have a vision and strategy on how to

do so—ranging from the BRI and the Regional
Comprehensive Economic Partnership to the recent
Comprehensive Agreement on Investments with the
EU—and most importantly, Beijing has the eco-
nomic resources to make this happen.

With respect to vaccine distribution China is
pursuing both a commercial and grant approach to
providing vaccines to various countries. Vaccines
manufactured by the private companies are being
sold at commercial rates while those manufactured
by state companies—currently the Sinopharm vac-
cine—are being donated to other countries.

The Chinese have several advantages in their
vaccine diplomacy: they were able to bring their
vaccines to the market earlier than those produced
by the West; they are providing large numbers of
doses to countries like Brazil and Indonesia which
helped with clinical trials of the drugs; and they
have the manufacturing capability, unlike the
Russians, to produce vaccines in large volumes.
Russia, in fact, has signed deals with Chinese com-
panies to produce 260 million doses of the Sputnik
V vaccine since Russia does not have the productive
capacity to bring out the drug in such large quanti-
ties.?” Additionally, the Chinese have the resources
to donate the vaccine to target nations around the
world. They have also benefitted from the ineptness
of the West to make inroads into territories where
they previously had only a minimal presence.

While the pandemic may have originated in
China, the ineptness of organizations like the EU
gave Beijing a reprieve as blame shifted to the poor
response of national and supranational administra-
tions. Italy, for example, asked the EU for help but
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little was sent so, by March 2020, China dispatched
healthcare workers and medicines to Italy,?® as well
as to countries ranging from Serbia and the Czech
Republic to the Philippines.?® What could give
China an advantage is its distribution of vaccines

to developing nations. While the United States has
not joined the Coalition of Epidemic Preparedness
Innovators (CEPI) COVAX alliance, China and

182 other countries have, and their goal is to pro-
vide vaccines globally with a substantial number

of countries in Asia and Africa getting vaccines

at subsidized rates.* More importantly, the entire
range of Chinese vaccines have been clinically tested
in countries in Latin America, Central Asia, South
East Asia, and the Middle East. Thus when they

are approved by national health authorities—as
some Arab nations already have—they can be easily
distributed in these regions, especially since the
Chinese goal is to produce 4 billion doses in 2021.%
If China is able to produce even half the number

of vaccines that they propose in 2021, it will have
asignificant impact on halting the spread of the
pandemic across the world and give a major boost
to China’s international standing which has been
hurt in recent years by its aggressive “Wolf Warrior”
diplomacy and other aggressive behavior (a note of
caution here though as most countries have not yet
validated the efficacy of Chinese vaccines through
their tests).

In this context, China’s President Xi Jinping has
announced that China will supply vaccines world-
wide as a global public good thus distributing the
doses equitably and at presumably subsidized rates.
Itis expected that internationally China will first
supply the vaccine to the countries where it was ini-
tially tested—Brazil, Indonesia, Turkey, and Mexico
signed up to test vaccines from different Chinese
companies.®> More recently, Bahrain and the United
Arab Emirates have approved the Sinopharm vac-
cine for delivery. The advantage for China’s vaccine
diplomacy is that its large pharmaceutical industry
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Slum people receive a dose of Sinopharm COVID-19 vaccine at a makeshift vaccination center at Korail Slum in Dhaka,
Bangladesh (Photo by By Mamunur Rashid, September 28, 2021)

could produce billions of vaccines at reduced costs®
while those in the West have been commandeered
for the domestic public (rich countries with 14
percent of the world’s population have acquired 53
percent of the most promising vaccines).* Vaccine
inequity may, therefore, give Beijing the chance to
revive its international status while painting the
United States as a nation that is increasingly uni-
lateralist and unwilling to think of global public
welfare or of the global commons.

Along with its supply of vaccines, China has
once again become the global supplier of masks and
PPE as its factories have reopened and its global
supply chains have begun to function again, albeit
not at their pre-pandemic pace. Even at the height
of the pandemic, however, Chinese companies
were able to export masks in large quantities and,
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according to the Global Times, “From March to
December last year (2020), China exported 224.2
billion face masks worth 340 billion yuan ($53.38
billion), equivalent to nearly 40 face masks for every
foreigner...”® Such a supply of protective equip-
ment has two consequences; it fit into the Chinese
narrative as a benevolent actor in the international
system seeking to protect global health; but it also is
starting to impact on the preparedness and resil-
ience of other countries. American mask and PPE
companies, which increased capacity in response to
the needs of the American population in 2020, now
face an inflow of cheap Chinese equipment with the
possible result that these companies will be driven
out of business thus adversely impacting American
attempts to establish a resilient and reliable supply
chain.®
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An American Response

The United States has arrived late at the table to cre-
ate a Washington-led international initiative to deal
with the pandemic. The Trump Administration was
caught in its America First rhetoric when it should
have, at the very least, been bringing together the
world’s democracies to initiate a concerted inter-
national response to the COVID-19 challenge. The
American response was further complicated by the
fact that pandemic response—like everything else in
Wiashington—was politicized, pitting those arguing
in favor of a science-based approach against those
emphasizing the economy at the expense of strict
health precautions.®” In contrast, small nations like
Taiwan, Israel, and New Zealand were proactive in
taking steps to mitigate the impact of the pandemic
and their efforts met with considerable success. Even
China, after imposing draconian restrictions in
Wuhan, has been able to keep the number of daily
cases to under 200 thereby allowing it to export
vaccine doses in its vaccine diplomacy campaign.
The U.S. vaccine rollout started slowly in December
2020 and only gained momentum in February of
2021; by then the Chinese and Russians had started
dispatching vaccines around the world.

The Biden Administration, unlike its predeces-
sor, recognized the vital role of vaccine diplomacy
and the need for an international response to the
pandemic. It rejoined the WHO and one of the
important outcomes from the first virtual meet-
ing of the Quad nations—Japan, Australia, India,
and the United States—was the American decision,
along with other Quad members, to facilitate the
manufacture of vaccines in India.

At the summit the Quad members decided to
subsidize India’s impressive vaccine production
efforts accelerating global vaccination efforts. Before
the second wave of COVID-19 crippled India, the
country’s Vaccine Maitri (Vaccine Friendship)
program saw India, by the middle of March 2021,
transfer over 58 million vaccines globally (as a
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combination of grants, commercial sales, and as
part of the Covax initiative) to countries as var-

ied as Bangladesh, Barbados, and Rwanda.® The
U.S. government partnership with the Indian firm
Biological E. will help address the criticism of U.S.
policy since the plan is to have India manufacture
and distribute one billion doses around the world
by the end of 2022. Of course, a spanner has been
thrown into these plans by the advent of the second
wave in India that has halted Indian exports of the
vaccine. Problems have also arisen in the supply of
the raw materials from the United States required
to manufacture the vaccine in India. India did by
October 2021, however, vaccinate one billion of its
citizens and this could potentially clearly the way for
large scale exports in 2022.

Since China has sent its vaccines around the
world, and started to gain soft power from such
efforts, it is imperative that the Quad partnership
counter this Chinese effort, and India, as the largest
vaccine manufacturer in the world, is uniquely
placed to not only vaccinate the world and create
a safer global environment but also to counter the
Chinese narrative. Vaccine diplomacy may, in fact,
be the most significant short-term achievement of
the Quad and may allow it to play a crucial role in
improving global health.

In June 2021, the Biden Administration forged
an agreement in the G7 to fund the supply of a
billion vaccine doses; this is the kind of proactive
measure toward achieving global herd immunity.
The question, however, is whether one billion doses
is sufficient; the WHO believes that 11 billion vac-
cines are needed to bring coverage to 70 percent
of the world’s population and thus achieve herd
immunity.®

What more can the Biden Administration do to
provide leadership in the COVID-19 world that we
will live in for the near future? First and foremost,
as Osterholm and Olshaker argue, the country must
engage in systematic planning for this and future
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pandemics. Such planning would include convening
actors at the national level to develop a coher-
ent strategy, to fully fund the National Strategic
Stockpile of medicines and supplies, and to recog-
nize that the government and not market forces
must take the lead role in such efforts.*°

Internationally, the Biden Administration’s first
steps have been promising but we need to remember
that the large majority of people in the world are not
going to get vaccinated in 2021 and may well have
to wait years to attain some kind of immunity. The
United States, therefore, should engage in short as
well as long term planning since the conventional
wisdom is that the world will not only witness addi-
tional waves of the virus but that we will require
an international institutional response to future
pandemics.

In the short term, in response to the out-
breaks across the world, the Biden Administration
has taken multiple steps to provide relief to other
nations. Following a request from the Indian author-
ities, the Biden Administration decided to remove
the embargo on the export of the raw materials
required to produce the vaccine. The United States
has sufficient vaccine supplies to fully inoculate 750
million people having purchased 100 million doses
each from Johnson & Johnson, Novovax, and Sanofi,
and 300 million doses each from Pfizer, Moderna,
and AstraZeneca.* This is a large surplus that will
have a limited shelf life; to hoard it is an inefficient
use of this vital resource. The United States is now
seeking to loan 4 million doses to Canada and to
Mexico although both the Canadian and Mexican
governments had to separately negotiate to indem-
nify AstraZeneca.*> As American surpluses grow,
they should be distributed as quickly and effectively
around the world as possible. The United States,
under Operation Warp Speed, contracted for six
vaccines and while not all have been approved for
emergency use, they will eventually come online
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providing an embarrassment of riches in vaccine
supply.

An interesting development in the Biden
Administration vaccine strategy has been to call for
awaiver of patent protections on the new vaccines in
order to allow less developed nations to manufacture
the vaccine at affordable rates. There are compel-
ling reasons for such a waiver since it will be the
fastest way to check the spread of the pandemic and
because the development of the vaccines was made
possible by taxpayer dollars. Additionally, China is
giving away the vaccines developed by its state phar-
maceutical companies or offering at subsidized rates
to the non-Western world, and the United States
cannot afford to lose more influence to Beijing than
it already has in South America or Africa where the
next major outbreak is likely to occur.*®

Supplies and personnel are loaded aboard the Military
Sealift Command hospital ship USNS Comfort at Naval
Station Norfolk, Va. March 27, 2020. TThe Comfort
deployed March 28, 2020 in support of the nation’s
COVID-19 response efforts in New York City and will serve
as a referral hospital for non-COVID-19 patients admitted
to shore-based hospitals.” (Photo By: Navy Petty Officer
1st Class Jason Pastrick, March 26th, 2020)
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While these steps are promising and show
American determination to demonstrate global
leadership, several other measures are necessary
for the United States to make its COVID-19 plan
as effective as past international health care efforts.
First, a global conference is urgently needed at which
countries specify their healthcare shortcomings; the
United States and its capable partners must apply
their collective intellectual capital to help address
these shortcomings. Given the data amassed by the
Centers for Disease Control the United States has
much to offer to nations that have not even a fraction
of the necessary resources.

Second, the United States should proactively
track where future outbreaks are most likely and
begin building resilience in these regions. Brazil and
parts of South America are considered vulnerable
as is Southern Africa; stockpiling vaccines and PPE
supplies, and propagating safe practices through
social media campaigns are some easy but effective
steps.

As part of this reimagination of American
policy there must be an emphasis on fractured
societies such as in Syria and Yemen where civil
wars and societal divisions not only complicate
medical efforts but render these societies poten-
tial super-spreaders. As Eleonora Ardemagni has
written in the case of Yemen, “...the response to the
pandemic is uncoordinated among the official gov-
ernment, the self-proclaimed Houthi government
and the local authorities, a potential health crisis is
likely to increase political fragmentation and, as a
result, the role of militiadoms.™* Managing the ref-
ugee flows from either Syria or Yemen is difficult in
the best of times, so these are areas that merit special
concern.

One promising factor for the Biden
Administration is that neither China nor Russia can
claim to have gained an advantage over the United
States in terms of providing global leadership in
handling the pandemic and while both may have
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enjoyed some soft power gains, the United States can
quite easily reverse these advantages. A global stra-
tegic vision and a channeling of resources, industry,
and technology to provide vaccines and equipment
to the rest of the world would catapult the United
States back into the leadership position. China’s
vaccines are not considered the most effective while
Russia’s Sputnik V, though considered very effec-
tive, cannot be transferred rapidly around the world
unless several nations take up its manufacture on

a large scale. Further, in both the cases of Russia
and China there is concern that vaccine assistance
comes with strings attached even though President
Xi Jinping has made claims to the contrary. Given
these facts an American approach that brings the
countries of the world together, harnesses scientific
and logistic capabilities, and is targeted at the most
vulnerable countries in the world would be the most
effective strategy.

Conclusion

The globalized nature of the contemporary world
has been underscored by the COVID-19 pandemic
which has shown no respect for national borders and
whose spread has not been well managed or con-
tained by purely national efforts. Further, the virus
has become another weapon in the strategic compe-
tition between Russia, China, and the United States
for global influence; and there is reason to fear that
the United States may have fallen behind its com-
petitors. With this in mind, the United States should
work to create a global consensus at least among
democratic nations on defeating the pandemic. Such
leadership is not only needed for global economic
recovery and in the implementation of non-tradi-
tional security, it is also in American self-interest.
Failure to meet this challenge will prolong a global
calamity, diminish American prestige, and leave

the door open for China and Russia to pursue their
global soft power agendas. PR1SM
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Lehig Defense is a U.S. ammunition manufacturer located in the Lehigh Valley.
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The Impact of COVID-19 on the
U.S. Defense Industrial Base

By Nayantara D. Hensel

he COVID-19 pandemic has imposed a number of challenges on countries and industries, some of

which have been partially mitigated by government efforts, medical developments, and corporate

strategies. Nevertheless, COVID-19, which, in March 2020, was identified as a pandemic by the
World Health Organization and was declared by the U.S. government as a national emergency,* will likely
continue to have after-effects in the coming years.

The defense sector, as has been the case with many other sectors, has faced challenges in declining
production at manufacturing plants, difficulties with key inputs from sole source suppliers, concerns regard-
ing the financial viability of small businesses within the supply chains, and the impact of different variants
of COVID-19 within the global supply chains. Companies which had diversified between commercial and
military clients often faced a greater negative impact on their financial strength than companies with largely
defense-focused products. This was partially due to the decline in demand within the commercial aerospace
sector as a result of COVID-19.

The financial health of companies across industries suffered due to COVID-19; indeed, this was reflected
in the almost 30 percent increase in commercial chapter 11 filings in 2020 compared to 2019, with bankrupt-
cies reaching their highest levels since 2012.2 The sectors with the greatest number of bankruptcies in 2020
were real estate, oil and gas, restaurants, entertainment, and retail.> While bankruptcies were lower among
firms in the defense sector due to stability in multi-year contracts with the government, as well as support of
smaller suppliers by larger suppliers and by the government, defense firms with a greater focus on commercial
clients suffered more. Consequently, although funding from the federal government under the $2.2 trillion
Coronavirus Aid, Relief, and Economic Security (CARES) Act, as well as funding from the Department of
Defense (DOD), provided support for companies within the defense sector and other sectors, defense firms
continue to face challenges in the short-term and, potentially, in the longer-term. Moreover, the impact of
COVID-19 relief funding could have long-term effects on government deficits and debt, which may reduce
defense spending in future years. Indeed, the potential atrophy in the defense industrial base due to the
impact of COVID-19 on the financial health of defense companies and on future government spending could

Dr. Nayantara D. Hensel is the former Chief Economist for the U.S. Department of the Navy and is the author of The
Defense Industrial Base: Strategies for a Changing World (Ashgate, 2015).
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lead to national security risks. Production of key
defense products—aircraft, ships, tanks, cybersecu-
rity technology, etc.—is vital in supporting national
security strategies in various regions and through
various types of warfare.

This article discusses key issues related to
COVID-19 which impact the defense industrial
base, including: (a) the challenges facing companies
that have diversified between commercial and mili-
tary sectors relative to companies that have focused
more on the defense sector; (b) the challenges facing
domestic and global supply chains, including con-
cerns regarding small businesses and sole-sourcing
of certain suppliers; and (c) the role of funding in
supporting the defense industry. The article then
provides case studies of four of the largest U.S.
defense contractors—Lockheed Martin, Raytheon,
Boeing, and General Dynamics—and assesses their
specific challenges due to COVID-19, their overall
business segments and linkages of these segments
to the financial viability of each defense contractor,
the ways in which the defense contractors handled
COVID-19, the role of global defense sales on their
financial viability, and, finally, the overall financial
performance of each contractor in the COVID-19
world.

The article concludes with perspectives on the
potential impact of COVID-19 on defense contrac-
tors in the coming years. The sections discussing
current COVID-19 challenges, as well as the case
studies section, suggest that while diversification
between the commercial and military sectors can
increase risks related to COVID-19 in the short-
term, greater diversification across the sectors
can reduce risks in the long-term. This can be
achieved as companies re-design products for both
commercial and military audiences and develop
interchangeable product parts. In addition, reshor-
ing overseas defense industrial manufacturing to
the domestic arena and developing domestic sources
of critical supplies can reduce the overseas risks
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from both the COVID-19 pandemic and potential
future pandemics. Finally, greater diversification of
products between the U.S. and overseas markets can
help to mitigate risks from changes in the spend-
ing of specific countries due to current funding for
COVID-19 or future funding for other potential
pandemics.

Challenges Facing Companies with a
Diversified Portfolio of Defense and
Commercial Products

The diversification of the product portfolios of
companies between different types of products that
are focused on both commercial and military clients
has often reduced risk in previous years. Indeed,
traditional finance theory suggests that diversifica-
tion can reduce risk in the long-term, Nevertheless,
within the short-term context of the COVID-19
pandemic, companies that have had a greater focus
on products for defense clients have exhibited
greater financial stability compared to companies
that developed products for both commercial and
defense clients. As will be discussed throughout
the article, especially in the case studies, many of
the defense contractors involved in the commercial
sector focused on the aerospace industry (through
production and design of aircraft, engines, and
related parts). The decline in the usage of commer-
cial aircraft, the reduction in cash flows for airline
companies, and the reduced need for new aircraft
due to COVID-19 negatively impacted the finan-
cial strength of defense contractors involved in

the commercial sector. Indeed, the International
Air Transport Association (IATA) suggested that
passenger traffic had declined 60 percent between
2019 and 2020 and that the net losses for the airline
industry in 2020 would be $118 billion, which is a
significant decline from net profits in 2019 of $26
billion. The decline in demand for air travel due to
COVID-19 resulted in 7,300 commercial jets (29.4
percent of the world fleet) parked at the end of 2020.
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This could impact the demand for future aircraft, as
well as aircraft values and lease rates, both of which
are influenced by the number and type of aircraft
that are currently out of service. In comparison, 8.5
percent of commercial jet aircraft built by Western
manufacturers were parked in 2019.4

The role of defense companies in developing
commercial aircraft and products has increased
their risk in the current COVID-19 world, due to
lower demand for these products. This was partic-
ularly evident in the first half of 2020, although the
second half showed improvement for some com-
panies. Companies which manufacture business
jets, such as Textron, Bombardier, and General
Dynamics, showed an improvement in deliveries
during the last quarter of 2020.°

As will be discussed in the case study section
of the article, Boeing, which has a significant share
of its work in the commercial arena, was hit hard by
the COVID-19 pandemic. Indeed, Boeing entered
the COVID-19 era in a difficult position due to the
grounding of its 737-MAX jets and, as a result of
this and the weaker demand in commercial aircraft
due to COVID-19, Boeing tripled its debt in 2020.°
Boeing announced in the third quarter of 2020
that it had a net loss of -$466 million and planned
to reduce its employees from 160,000 in 2020 to
130,000 by the end of 20217

Similarly, Textron exhibited an 11 percent drop
in revenue from the previous year, which was driven
by its significant role in manufacturing business
aircraft; the aviation sector was the source of 80
percent of the decline in revenue from the previous
year. Nevertheless, Textron also provides defense
products and manufactures VV-22 tiltrotor aircraft
through its Bell subsidiary, as well as manufactures
the Navy’s Ship-to-Shore Connector. The Bell sub-
sidiary’s revenue grew, mainly due to strong revenue
from defense products.®

On the other hand, Lockheed Martin is less
diversified between the commercial and defense
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sectors and, instead, is heavily focused on the
defense sector (only 1 percent of its revenue are from
U.S. commercial sales).® Despite challenges in the
F-35 global supply chain (which will be discussed
in the case study section), Lockheed recorded the
third quarter of 2020 as its best quarter ever with
8.7 percent growth from the second quarter and
record sales of $16.5 billion. This, in turn, enabled it
to increase $1.8 billion in funds to firms in its supply
chain.’® Despite the negative impact of COVID-
19 in some areas, Lockheed Martin hired almost
1,000 people in the second half of March 2020 and
announced in April 2020 that it would hire 5,000
additional personnel to assist in the increasing
orders for military equipment.tt

Other firms which were key in the defense
supply chain and that were also key in the supply
chains for commercial products, were heavily hit by
the impact of COVID-19 in the commercial arena.
One example is Impresa Aerospace, which made
sheet metal parts and assemblies for military aircraft
constructed by Boeing and Lockheed. Nevertheless,
they also provided a significant amount of work for
Boeing’s commercial 737 MAX aircraft, as well as
for Boeing’s 747, 777, and 787 aircraft, Gulfstream’s
G550 and G650 aircraft, and the Airbus A380
aircraft. Partially due to the grounding of the 737
MAX and the lack of demand for parts for com-
mercial aircraft from Impresa, Impresa Aerospace
declared bankruptcy.2 Another example is Spirit
Aerosystems, which, in addition to serving as a Tier
1 supplier for the Air Force’s B-21 Raider program,
also manufactures components for the Boeing 737
fleet. As a result of the impact of COVID-19 and
the grounding of the 737 MAX, Spirit extended
furloughs®

The helicopter sector is an example of an indus-
trial base subsector which experienced declines both
in the commercial and the military arena. While
helicopter manufacturers with both commercial
and military aircraft had faced challenges prior to
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COVID-19 due to the impact of the 2011 Budget
Control Act, production of commercial rotocrafts
in 2020 declined 19 percent from the prior year,
while military rotocrafts declined by 16 percent.
Many of the production declines were driven by
issues in obtaining key materials in the supply chain.
Nevertheless, diversified rotocraft companies with
both civilian and military clients were negatively
impacted by COVID-19 to a greater degree than
contractors that focused primarily on defense, espe-
cially second and third tier suppliers in the supply
chain with cash flow concerns from their commer-
cial clients. Rapid obligation of funds to businesses
for product manufacturing and sustainment was
helpful in supporting financial stability.**

In summary, companies with portfolios diversi-
fied between the commercial and the defense sectors
faced significant challenges due to COVID-19 in the
short-term. While some of these firms had diffi-
culty surviving, others showed some improvement
during the second half of 2020 in the commercial
sector. On the other hand, companies that placed a
greater emphasis on the defense sector experienced
fewer COVID-19 challenges over the past year that
impacted their financial strength.

Challenges Facing Domestic and
Global Supply Chains

The domestic and global supply chains of defense
companies faced a variety of COVID-19-related
issues involving closure and/or re-design of manu-
facturing facilities, development of “working from
home” capabilities in certain cases, and provision of
support for smaller businesses in the supply chain.
Concerns regarding COVID-19 also contributed to
greater consideration of reshoring and moving inter-
national production back into domestic locations, as
well as greater development of domestic sources for
critical input materials. Both of these strategies may
help to mitigate the risk of COVID-19 and other
pandemics in the longer-term.
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In response to the COVID-19 pandemic in the
spring of 2020, Boeing temporarily ceased pro-
duction at its Seattle—area and Philadelphia plants
and on products such as the V-22 tilt rotor aircraft,
the KC-46 tanker, the H-47 cargo helicopter, the
P-8 maritime aircraft, and the MH-139 helicopter.
Textron placed 7,000 staff on furlough, and CAE
laid off employees and reduced pay. Some of the
defense companies ultimately experienced some
impacts on the scheduling and delivery of programs,
as well as on costs. Indeed, due to slowing down the
production line, Lockheed Martin delivered 120
F-35's, which was less than its initial goal of deliv-
ering 141.%5 Nevertheless, as of early May 2020, data
from the Defense Logistics Agency and the Defense
Contract Management Agency suggested that a
significant number of companies that closed when
the pandemic was strong in the spring of 2020 had
already re-opened: 106 of the 10,509 prime vendors
had closed and 68 of the 106 had already opened.
Similarly, 427 out of the overall 11,413 vendor busi-
nesses had closed, but 147 of the 427 had already
re-opened.’® Furthermore, segments which faced the
most significant COV1D-19 challenges during the
spring and summer of 2020—small space launch,
military aviation, and shipbuilding—had shown
strong recovery by mid-October 2020, despite some
delays in product deliveries.”

During 2020, half of the major defense acqui-
sition programs experienced some delay due to
COVID-19, although the larger defense contracts
recovered with significant programs largely on
track. The Defense Contract Management Agency
has suggested that between June 2020 and February
2021, 94 Pentagon programs indicated at least one
delay due to COVID-19, of which 48 were Major
Defense Acquisition Programs (MDAPs). Of the 40
programs that still had a delay as of February 2021
(median delay was 2 months), 22 were MDAPs.
About 20 of the 54 programs with a delay that
recovered received schedule relief for at least three
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months.*¢

There were also a number of issues in the
global supply chain. One example was the COVID-
19-related production disruptions in India in
manufacturing the U.S. Army’s Apache fuselage
and the challenges of construction of generators in
Mexico. The disruptions were eased through the
efforts of the State Department and the Pentagon.'®
A second example was the temporary closure in the
spring of 2020 of production sites for the F-35 in
Italy and Japan.?®

The impact of COVID-19 on global sup-
ply chains has provided greater support toward
onshoring or reshoring production of U.S. defense
equipment within the United States, and away from
overseas locations. The impetus toward reshoring

is also partially driven by cybersecurity issues, the
need to support the U.S. defense industrial base,

and concerns regarding China.?* In addition, the
need for key inputs, such as rare earth minerals and
microelectronics, has also faced offshoring chal-
lenges. Indeed, only 12 percent of microelectronics
(such as semiconductors) are produced in the United
States and a smaller portion (3 percent) are tested
and/or packaged within the United States, although
over half of the intellectual property used in the pro-
duction and creation of microelectronics products
has been developed within the United States.?

As will be discussed in the next section, both
federal funding and defense funding helped to
support the global supply chain. Nevertheless,
companies have continued to exhibit concerns.

Dozens of container ships waiting at sea to unload at the Port of Los Angeles. (Photo by MSPhotographic for shutterstock

(2059221722) Los Angeles, CA USA - July 16, 2021)
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A membership survey conducted by the National
Defense Industry Association (NDIA) suggested
that 70 percent of the members had experienced a
negative impact of COVID-19 on their financial
conditions (including a number of small companies)
and 30 percent were concerned about a potential
decline in reliability of their supply chain relative
to the prior year.Z Furthermore, not surprisingly,
NDIA’s September 2020 survey found that over
half (52 percent) of the 1,100 respondents believed
that their companies would take six months or
more to recover from the COVID-19 challenges,
while 12 percent did not think that their companies
would recover.?* The findings of an Interos survey
in the fall of 2020 across corporate senior staff also
suggested that 98 percent experienced challenges

in their supply chain due to COVID-19, 90 percent
believed that additional COVID-19 infections would
similarly impact them in the future, and 75 percent
planned a greater degree of reshoring their global
supply chain back to the United States in the long
term.®

The concerns of small businesses were reflected
in a National Defense Industrial Association survey
conducted in the spring of 2020 which involved 770
small firms, of which 550 had fewer than 50 staff.
Access to capital and difficulties in timely product
deliveries under contract were significant concerns
for small businesses. About 60 percent of the respon-
dents noted that COVID-19 negatively affected
their cash flow and 60 percent also noted that they
expected to experience long- term cash flow chal-
lenges due to COVID-19.%

The DOD also helped to indirectly support sup-
ply chains in both the defense and the commercial
world through their efforts in expanding medical
supplies, which would help the U.S. workforce in
avariety of areas. DOD invested $215 million in
funding through the CARES Act to increase the
volume and strength of the domestic healthcare
supply chain and, between March and October
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2020, it invested $640 million to increase manufac-
turing of products to aid in COVID-19 detection,
treatment, and prevention. DOD also created the
Joint Acquisition Task Force (JATF) to provide skills
in contracting and program management from the
DOD services and agencies to respond to demands
from the U.S. Department of Health and Human
Services and the Federal Emergency Management
Agency.?

One example of the collaboration of DOD
with other federal agencies in providing more
medical supplies for COVID-19 was the role of the
U.S. Air Force in helping to increase the manu-
facturing of medical protective gear and supplies.
The Department of Health and Human Services
and the White House needed more COVID-19
test swabs, which were manufactured by Puritan
Medical Products, a small firm in Maine—the
only approved manufacturer of swabs for certain
tests. Consequently, the Air Force reached out to
Bath Iron Works, a major shipbuilder for the U.S.
Navy in Maine, which “had the ability to fabricate
the machines Puritan needed at a new plant.” As a
result, Puritan’s second manufacturing plant, which
opened in May 2020, used machines constructed
by Bath Iron Works to provide an additional
monthly increase of 20-40 million swabs under a
$75.5 million contract.® In January 2021, Puritan
Medical Products received a $110 million contract
to purchase more equipment to manufacture more
foam tip swabs for use in COVID-19 diagnostic
tests.?® Puritan Medical Products also received a
$146.77 million contract in late March 2021 “from
the Department of Defense (DOD) on behalf of and
in coordination with the Department of Health and
Human Services... to increase domestic production
capability of foam tip swabs used in critical COVID-
19 diagnostic tests.”*

Defense companies also worked to directly pro-
vide support for medical equipment, which would
assist not only their workforce, but also the broader
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U.S. population. For example, Lockheed manufac-
tured protective materials for medical staff working
with COVID-19 patients, including 97,000 gowns
and 57,000 face shields, many of which were donated
to 300 locations across 20 states. In addition,
Lockheed provided $22 million in donations to help
non-profit organizations (including public schools)
handle the challenges of COVID-19.3! A second
example is Raytheon: over 50 corporate locations
globally produced and delivered 25,000 medical face
shields for medical staff in 23 days using 3D print-
ers, while the Phoenix, Arizona location produced
over 16,000 washable medical gowns. Raytheon
also provided extensive food donations to various
groups, and assisted small business through pro-
viding $2.2 billion in accelerated payments (indeed,
700 of these businesses applied for support from the
CARES Act).®2

In summary, companies faced COVID-19 chal-
lenges in producing both defense and commercial
products in their domestic and global supply chains.
Manufacturing facilities were temporarily closed
in certain areas and layoffs or temporary furloughs
occurred. Companies, including small businesses,
were concerned about the COVID-19 impact on
their financial condition, although some of the com-
panies and their programs recovered in production
capacity as the year progressed. The COVID-19
pandemic led to collaboration between the defense
sector and other sectors in producing medical equip-
ment. Moreover, COVID-19 challenges heightened
support for reshoring overseas production back into
the United States, as well as in mitigating the risks
of sole-source suppliers in the supply chain. Indeed,
the financial viability of sole-source suppliers in the
supply chain was previously highlighted in the DOD
October 2018 report on the defense industrial base
and is likely to be examined by “the House Armed
Services Committee’s new Defense Critical Supply
Chain Task Force, which was created in March
2021."% These strategies of increased domestic
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production and domestic development of key critical
resources may help mitigate risks from COVID-19
and other potential future pandemics.

The Role of Federal and Defense
Financial Supportin Facing COVID-19
Challenges

The federal government, including the
Department of Defense, provided funds to busi-
nesses to ensure greater financial stability.
Stabilizing cash flows and providing loans helped
some of the companies to sustain their productivity.

Of the $2 trillion in the CARES Act, $17 billion
was included for the DOD, as well as “$80 hil-
lion in loans for the broader aerospace industry.”
The combination of the accelerated payments for
small companies, as well as the progress payment
increases from 80 percent to 90 percent for large
companies and from 90 percent to 95 percent for
small companies, totaled over $2 billion, which
helped to support the financial stability of the supply
chain.®* In December 2020, Congress provided a
$900 billion relief package for COVID-19.%

DOD provided $4.6 billion in funding to
support the defense industrial base between the
spring of 2020 (the beginning of the COVID-19
pandemic in the United States) and the end of
January 2021, which was comprised of increases
in progress payments ($4 billion), funds from the
Defense Production Act ($700 million), and funds
to reimburse companies ($73.2 million).*¢ Payments
from the CARES Act and the Defense Production
Act Title 111 for companies helped to support the
COVID-19 recovery and response strategies, and
included small loans focused on businesses in space
($35.5 million), shipbuilding ($236 million), aircraft
($252.1 million), body armor/uniforms/survivabil-
ity equipment ($20.9 million), and electronics ($79.1
million), as well as growing areas, such as hyperson-
ics ($39.8 million).5” DOD also provided funding to
a number of defense companies in December 2020.3
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Concerns continued to increase through-
out 2020 regarding the financial strength of small
companies. Indeed, by the fall of 2020, the Defense
Logistics Agency (DLA) indicated that there was
a reduction in small suppliers engaged in defense
contracts. Larger defense companies were strongly
encouraged to push their extra cash down to lower
tier, small companies on the supply chain to reduce
their likelihood of bankruptcy.® For example, com-
panies such as Lockheed Martin increased supply
chain payments to sustain financial stability.*° As
of the end of March 2021, Lockheed Martin had
increased payments to 10,750 suppliers in 47 nations
and across 50 states, of which 6,700 were small
businesses.*

While DOD was given the authority to provide
reimbursement to companies for their efforts in
maintaining open production lines under Section
3610 of the CARES Act, Congress had not appro-
priated the funds as of the end of 2020, which left
the companies to handle an additional $10 billion in
costs. This could result in amortization of the costs
by the companies over time, which could increase

the costs of products and services for DOD, unless
the funds are appropriated to DOD by Congress.
The rising costs of the programs, in turn, could lead
to greater Congressional oversight and additional
administrative requirements if a Nunn-McCurdy
breach is triggered. Full funding still remains
unclear, despite the extension of Section 3610
authorities on March 10, 2021 through passage of
the $1.9 trillion COVID-19 relief bill.*?

In summary, both the CARES Act and the
Defense Production Act provided support for
various defense companies in mitigating the finan-
cial challenges from the COVID-19 pandemic in
the short-term. While federal funding helped to
support supply chains and small businesses with
cash flow issues, defense contractors also accel-
erated payments through supply chains to ensure
greater stability. Some companies, however, con-
tinue to exhibit financial difficulties. Nevertheless,
the government support in the United States and
other countries for COVID-19 risks may be diffi-
cult to sustain in the long-term, due to the increase
in debt. Moreover, spending in the defense sector

Exhibit 1: Net Earnings of Four Largest Defense Contractors: 2018-2020
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could decline as spending in other pandemic-related
sectors increases, which could impact demand for
defense products in the long-term, suggesting that
while diversification across defense and commer-
cial clients increases risks in the short-term, it could
reduce risks in the long-term.

Case Studies of the Impact of
COVID-19 on Defense Contractors: A
Tale of Four Defense Contractors

This section of the article focuses on in-depth
analyses of the impact of COVID-19 on four of the
largest U.S. defense contractors.* It explores the
challenges of these firms, as well as their successes,
over the past year, which can provide broader per-
spectives for future strategies related to COVID-19
or any future pandemic.

The selection of these four defense contrac-
tors for more in-depth analyses highlights the
variance among defense firms in diversifying
between defense and civilian markets and provides

insights on the impact of COVID-19 on the curr-
rent financial health of defense firms resulting from
diversification. Each of these defense companies
faced challenges from COVID-19 due to closures

of manufacturing facilities, difficulties within the
supply chain, lack of demand for commercial prod-
ucts, and declines in delivery of military products.
Nevertheless, while diversification reduces risk in
the long-term, it can increase risk in the short-term,
as reflected in the case studies, which suggest that
the financial health of defense firms which have
been more diversified between defense and com-
mercial markets were more negatively impacted

by COVID-19 than defense firms which have been
more strongly focused on defense markets.

Exhibit 1 shows the change in net earnings of
the four largest defense contractors, while Exhibit
2 shows the degree of diversification of these firms
in terms of their percentage of sales to the U.S.
government and to overseas customers. Exhibit 1
highlights the significant decline in net earnings in

Exhibit 2: Percentage of Net Sales from the US Government and from Overseas: 2018-2020
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2020 for Boeing and, to a lesser extent, for Raytheon,
relative to prior years. Exhibit 2 highlights the
greater diversification of Boeing and Raytheon, as is
evident in the lower share of revenue in 2020 from
U.S. government contracts compared to Lockheed
and General Dynamics. This contributed to higher
risks from COVID-19 in the short-term for Boeing
and Raytheon due to weakness in the commercial
sector, although it may reduce risks in the long-term.
Boeing and Raytheon also had greater diversifica-
tion between U.S. and overseas markets as reflected
by their higher share of revenue from overseas

sales than the other two defense contractors. This
diversification across global markets can also lead

to lower risks from COVID-19 and other pandem-
ics over time by diversifying away from the decline
in defense spending in particular countries due to
their respective increases in funds to combat specific
viruses.

Lockheed Martin

Despite COVID-19 challenges, Lockheed Martin
had a very strong financial performance in 2020.
Of the four defense contractors highlighted in
these case studies, Lockheed exhibited the least
diversification between the commercial and
the defense sectors. Indeed, almost %2 of its net
sales of $65.4 billion in 2020 were from the U.S.
government (64 percent of the net sales were from
DOD), while 25 percent were from international
customers, (including foreign military sales [FMS]
contracted through the U.S. government)) and only
1 percent were from U.S. commercial customers.*
Nevertheless, Lockheed was highly diversified in
its global supply chain for the F-35 and faced sig-
nificant challenges in its production of the F-35
in both the domestic and global supply chains,
as was the case for companies in other industries
with global and domestic supply chains.

Despite the COVID-19 challenges, Lockheed’s
net sales in 2020 grew by 10 percent from the
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previous year. Lockheed Martin is comprised

of four segments: the Aeronautics segment; the
Missiles and Fire Control (MFC) segment; the
Rotary and Missions segment; and the Space
segment. All four of the business segments showed
growth in 2020 relative to the prior year in net sales
and operating profit, with the Aeronautics segment
and MFC segment showing 11 percent growth in net
sales, respectively, from the prior year, the Rotary
and Missions systems segment showing 6 percent
growth in net sales, and the Space segment exhibit-
ing 9 percent growth in net sales. Indeed, $2 billion
of the $4.9 billion increase in Lockheed’s prod-

uct sales (which also grew 10 percent in 2020) was
driven by the Aeronautics segment’s increase in net
sales of $1.8 billion for the F-35.%

The Aeronautics segment comprised 40 percent
of 2020 net sales of $26.3 billion, of which 69 percent
came from the U.S. government and 31 percent
came from foreign customers. The F-35 program
(Lockheed’s largest program) comprises almost 70
percent of the net sales in the Aeronautics divi-
sion and comprises 28 percent of Lockheed’s total
consolidated net sales.“ Lockheed did well in non
F-35 programs in the Aeronautics segment, such
as in the development, production and delivery of
F-16s, and C-130s.” The F-35 program, however,
faced a number of COVID-19 challenges. These
challenges included temporary closures of the F-35
production facilities in Texas, as well as in Italy and
Japan. As already noted, Lockheed did not meet its
original target of 141 aircraft in 2020 and delivered
120 aircraft, largely due to the impact of COVID-19
on production. Schedules in 2020 were temporarily
adjusted for the F-35 workers in Fort Worth, Texas.
These schedules did not resume the pre-COVID-19
work schedule until the third quarter of 2020.
Indeed, protective equipment and social distanc-
ing procedures were implemented in many of the
production facilities, as well as through alternative
work schedules and teleworking for some types of
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workers.*

Fortunately, Lockheed’s overall direct work-
force has been more sheltered from other mutations
of COVID-19 in other countries in that 93 percent
of the workforce is located in the United States
and, despite COVID-19 challenges, 11,000 addi-
tional employees were hired in 2020. Nevertheless,
Lockheed’s extensive global and domestic supply
chains involve a number of suppliers. To handle
COVID-19 issues, for example, during the fourth
quarter of 2020, Lockheed accelerated $2.1 billion
in payments that were due in 2021 to small and
medium size firms in its supply chain, including
those that had been negatively affected by the
decline in the commercial aviation sector.*

Lockheed’s Missiles and Fire Control seg-
ment provided 17 percent ($11.3 billion) of the
2020 total consolidated net sales, of which % were
from U.S. government contracts and % were from
international contracts and did well in this sector.®
Lockheed’s Rotary and Mission Systems segment
provided ¥ ($16 billion) of 2020 total consoli-
dated net sales, of which 72 percent were from U.S.
government contracts, ¥ were from international
contracts, and 3 percent were from U.S. commercial
contracts and contracts from other customers. The
largest program within this segment is the Sikorsky
helicopter program, which was stable in its share
of consolidated net sales despite the COVID-19
challenges.®

Finally, Lockheed’s Space business segment
provided 18 percent ($11.9 billion) of its total con-
solidated net sales in 2020. This segment is heavily
based on U.S. government customers, which com-
prise 87 percent of net sales, while international
customers comprised the remainder. The largest
program within this segment has been satellite
products and services which has been stable in com-
prising 11 percent of Lockheed’s total consolidated
net sales over the past three years.%

In the long-term, diversification of sales across
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countries can mitigate risks from shortages in
government contracts in specific countries. Some
countries could continue to exhibit strain in their
budgets in the coming years as they provide funds
to support their population in the COVID-19 and
post-COVID-19 environment. This could lead to
declines in their defense budgets and a reduction in
overseas sales for U.S. defense contractors. About ¥4
of Lockheed Martin’s total net sales came from over-
seas in 2020, of which 67 percent occurred through
foreign military sales contracted through the U.S.
government by purchasing the products on behalf of
the foreign clients, and 33 percent were contracted
through direct commercial sales to foreign clients.>

About 31 percent of the net sales of the
Aeronautics business segment were from interna-
tional sales; 25 percent of sales in the Missiles and
Fire Control business segment and Rotary and
Mission Systems, respectively, were from interna-
tional sales; and 13 percent of space sales were from
international sales. International aeronautic sales
were driven by the F-35, F-16, and C-130J programs
in 2020.%* Indeed, despite the decline in F-35 deliv-
eries, overseas interest in the F-35 remained strong.
The F-35 deliveries in 2020 included 46 aircraft to
foreign countries.® Within the Missiles and Fire
Control segment for example, the Patriot Advanced
Capability-3 (PAC-3) Cost Reduction Initiative
(CRI) and the PAC-3 Missile Segment Enhancement
(MSE) have been chosen by 14 countries.*® Within
the Rotary and Mission Systems segment, work to
develop and modernize the Aegis Ballistic Missile
Defense System has been provided to Japan, Spain,
Republic of Korea, and Australia.®” The segment
also provides support to Australia, Chile, Taiwan,
Denmark, Greece, Colombia, and Saudi Arabia for
the MH-60 Seahawk aircraft and the S-70i Black
Hawk aircraft. Within the Space segment, a large
portion of the international sales were related to
Lockheed’s “majority share of AWE Management
Limited (AWE), which operates the United
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Kingdom'’s nuclear deterrent program.”®

In summary, Lockheed did well in 2020 due
to its concentration on the defense sector across its
four segments, although, in the long-term, greater
diversity across both commercial and defense clients
could reduce risk as U.S defense spending could be
limited by expenditures on COVID-19 and possible
future pandemics. Diversification in sales across
countries can help to mitigate the risk of declining
defense spending in certain countries. The high
domestic concentration of Lockheed’s workforce
helped to mitigate risks from other COVID-19
mutations, although the global supply chain (as
well as the domestic supply chain) for the F-35 was
impacted by COVID-19 in 2020.

Raytheon

Raytheon faced COVID-19-related challenges
in 2020 due to its greater diversification of sales
between the commercial sector and the defense
sector, although this could help to reduce risk in the
long-term. Raytheon’s increased involvement in
the commercial sector was the result of the merger
between the Raytheon Company and United
Technologies Corporation (UTC) in April 2020.
The new Raytheon Technologies Corporation
had 39 percent of its net sales in the commercial
sector.®® This was partially due to the acquisition
of Collins Aerospace and Pratt &Whitney in the
merger with United Technologies. Raytheon also
had greater diversification across countries due to
its extensive international sales (39 percent of sales
in 2020), which can help with declines in future
defense spending in particular countries due to
current or future spending on COVID-19 or other
potential future pandemics.

In 2020, Raytheon showed an operating loss
of -$1,889 million, with an operating margin of -3.3
percent-a significant change from 2018 and 2019
results. This was largely due to the impact of the
decline in the commercial aerospace industry on
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Collins Aerospace and Pratt & Whitney’s com-
mercial segments. Raytheon’s defense-related
segments—the Missiles and Defense segment and
the Intelligence and Space segment—did well.*°

As aresult of COVID-19's impact on the com-
mercial aerospace sector, Raytheon reduced capital
expenditures, R&D spending, and discretionary
spending; suspended the share buyback program;
implemented temporary reductions in pay; deferred
merit increases; and furloughed and/or reduced
personnel. Indeed, 11 percent of the employees at
Collins Aerospace and 13 percent of the employ-
ees at Pratt &Whitney were affected by workforce
declines. Raytheon recorded total restructuring
charges of $777 million largely due to reductions
in the workforce at Collins Aerospace and Pratt &
Whitney. By the second quarter of 2020, several air-
line clients had declared bankruptcy, various OEM
production schedules had to be revised, and airlines
delayed/canceled aircraft acquisitions, which led to
declining revenue at Collins Aerospace and Pratt &
Whitney. As a result, in the second quarter of 2020,
Raytheon recorded a goodwill impairment charge of
$3.2 billion. Raytheon also provided loans and lease
financing to commercial aerospace customers.®

Collins Aerospace Systems net sales declined by
26 percent between 2019 and 2020, and its operating
profit declined by 67 percent. Much of this was due
to the impact of COVID-19 on aircraft usage and a
decline in commercial OEM sales.®? Collins’ largest
customers in commercial aerospace sales have been
Boeing and Airbus, with commercial sales ranging
between 31 percent of total aerospace segment sales in
2018 to 21 percent in 2020.%

Pratt & Whitney also showed a 20 percent
decline in net sales in 2020 relative to 2019 and its
operating profit declined by 131 percent, such that
it experienced an operating loss of -$564 million
in 2020 compared to a profit of $1,801 million in
2019. Pratt & Whitney’s decline in sales was due to
adecline in commercial OEM sales (especially a

PRISM 9, NO. 4



THE IMPACT OF COVID-19 ON THE US DEFENSE INDUSTRIAL BASE

decline in commercial engine deliveries) due to less
usage of aircraft in the COVID-19 environment,
although declines in commercial sales were par-
tially offset by increases in defense sales (partially an
increase in F135 engine sales).®* The largest source of
sales for Pratt & Whitney has been the commercial
customer Airbus, ranging from 36 percent of sales
in 2018 to 30 percent in 2020. Pratt & Whitney’s
Geared Turbofan (GTF) engines support over 900
aircraft across 50 airlines and three aircraft plat-
forms: the Airbus A320neo family, the Airbus A220,
and the Embraer E-Jets E2 family.%> On the military
side, Pratt & Whitney produces and supports the
F135 engine, which is used in Lockheed Martin’s
F-35, builds engines for the U.S. Air Force’s B-21
long-range strike bomber, and is creating the
next-generation adaptive engines for the U.S. Air
Force.®

Raytheon’s defense segments did well: the
Raytheon Missiles & Defense segment focuses
largely on defense customers—the U.S. Navy, the
U.S. Army, the Missile Defense Agency, the U.S. Air
Force, and international customers.®” Raytheon’s
Intelligence and Space segment also largely sup-
ports government customers: DOD, NASA, the
U.S. Intelligence Community, the Department of
Homeland Security, and the FAA.%

Raytheon’s diversification across overseas
markets could reduce risks in the long term from
specific countries due to declines in their defense
spending which would be partially driven by
increases in potential future spending on COVID-
19 or other pandemics. With the merger between
Raytheon and United Technologies, as of 2020, U.S.
government sales were 46 percent of total net sales,
and international sales were 39 percent of total net
sales. ® Raytheon’s clients in the commercial aero-
space sector are located in “Argentina, Brazil, China,
India, Indonesia, Mexico, Morocco, Poland, Russia,
South Africa, Turkey, Ukraine ,and countries in the
Middle East and Central Asia.”™
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Unlike Lockheed, Raytheon has greater geo-
graphic diversification of its workforce and could
be at a greater risk of various COVID-19 mutations
in different countries. Out of 181,000 employees,
only 71 percent of Raytheon’s employees are located
in the United States. The non-U.S. employees are
located largely in Europe (14 percent), Asia Pacific
(9 percent), Canada (4 percent), and Middle East/
North Africa (1 percent).” This suggests a greater
need for reshoring of defense manufacturing.

In summary, Raytheon’s role in the commercial
sector has been impacted more by COVID-19 than
its role in the military sector due to the declin-
ing demand in commercial aircraft as a result of
COVID-197s limitations on travel, which highlights
the challenges of diversification in the short-term.
Nevertheless, in the long-term, diversification could
reduce risk, especially if defense spending stabilizes
or declines due to spending on COVID-19 or other
pandemics. Raytheon’s significant overseas presence
suggests that diversification across countries may
reduce the risk of the impact of defense spending
in specific countries. Nevertheless, diversification
of the workforce across countries puts employees at
greater risk of various COVID-19 mutations.

Boeing

Boeing’s financial challenges also highlight the risk
of diversification toward the commercial sector in
the short-term during the COV1D-19 pandemic.
Boeing was significantly impacted by COVID-19
due to its substantive role in the commercial aero-
space sector, which declined due to extensive travel
limitations. This affected its financial strength, as
deliveries declined and Boeing’s workforce down-
sized. Moreover, Boeing was also significantly
impacted by the grounding of the 737 MAX from
2019 to the fourth quarter of 2020, which was unre-
lated to COVID-19. Fortunately, Boeing was not
entirely focused on the commercial sector: about half
(51 percent) of Boeing’s overall 2020 revenue came
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from U.S. government contracts (including FMS
through the U.S. government)’ and diversification
between the government sector and the commer-
cial sector could potentially reduce risks in the
long-term. Moreover, Boeing has greater diversifi-
cation between domestic and overseas markets than
Lockheed. Boeing’s substantive portfolio of inter-
national customers could reduce Boeing’s risks in
the long-term since diversification across countries
limits the impact of potential declining defense
spending due to COVID-19 expenditures in specific
countries, as well as limits the impact of possible
changes in commercial aircraft travel in specific
countries.

Boeing has several key segments, which include:
the Commercial Airplanes segment; the Defense,
Space and Security segment; and the Global
Services segment. Due to the steep declines in the
Commercial Airplanes segment in 2020, partially

Multiple Boeing 737 MAX and NG parked outside the
company factory at Renton Airport. (Photo by Thiago
B. Trevisan for Shutterstock (1516984382) Renton,
Washington, USA - September 09, 2018)
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due to the impact of COVID-19 on 787 production
and the grounding of the 737 MAX, Boeing’s overall
debt levels more than doubled from $27.3 billion at
December 31, 2019 to $63.6 billion at December 31,
2020, which led to credit downgrades. Moreover,
Boeing’s overall revenue declined from $101,127
million in 2018 to $76,559 million in 2019 to $58,158
million in 2020, and its operating cash flow became
negative, declining from $15,322 million in 2018 to
-$2,446 million in 2019 to -$18,410 million in 2020.7

Boeing faced COVID-19 operational chal-
lenges in a number of ways. First, it temporarily
suspended production and operations for manufac-
turing commercial aircraft in March and April 2020
in the Puget Sound area and Philadelphia (both of
which resumed operations during the week of April
20), and in South Carolina (which resumed opera-
tions on May 3). Boeing also engaged in procedures
involving more staff working from home, adjusted
schedules, greater cleaning, etc., which increased
operating costs. Boeing consolidated the production
of 787s in South Carolina and forecasted further
office space reductions of 30 percent. Moreover, it
downsized its workforce by 26,000 employees, of
which 18,000 had already separated as of December
2020 and reduced its R&D and capital expenditures
for 2020 by $1.3 billion.” Boeing unfortunately also
faced supply chain disruptions from suppliers who
had reduced or suspended their operations. The
greater concentration of Boeing's workforce in the
United States (only 11 percent of Boeing'’s work-
force is located outside the United States), however,
reduced the risk to employees regarding various
COVID-19 mutations.”™

The Commercial Aircraft segment showed
sharp declines in revenue from $57,499 million in
2018 to $32,255 million in 2019 to $16,162 million
in 2020, largely due to COVID-19 challenges in 787
production and the grounding of the 737 MAX.
The lack of demand for commercial aircraft, as well
as the impact of COVID-19, negatively affected the

PRISM 9, NO. 4



THE IMPACT OF COVID-19 ON THE US DEFENSE INDUSTRIAL BASE

production and deliveries for the 787, the 777, and
the 737 commercial aircraft. The impact of COVID-
19 on the production of the 777X, as well as on the
supply chain, led to the delays to Boeing’s first 777X
delivery which was subsequently rescheduled to
occur in late 2023. COVID-19 also led to declines

in deliveries of the 787 in 2020. During the fourth
quarter of 2020, Boeing delivered only four 787
aircraft. Prior to COVID-19, Boeing produced four-
teen 787 planes per month. Similar sharp declines
were seen in the deliveries of the 737 commercial
aircraft.”

The grounding of Boeing’s 737 MAX was unre-
lated to COVID-19 but also substantially weakened
Boeing’s financial strength. Boeing was ordered
by the Federal Aviation Administration (FAA) in
March 2019 to suspend 737 MAX aircraft opera-
tions due to two prior serious 737 MAX accidents.
Nevertheless, FAA rescinded the grounding for the
737 MAX and it restarted its deliveries in the fourth
quarter of 2020.”

About 83 percent of the Boeing Defense, Space
& Security Segment’s 2020 net revenue was from
the U.S. DOD (including foreign military sales
through the U.S. government), while other cus-
tomers included NASA. The Defense, Space, and
Security segment remained stable at $26,257 million
in revenue in 2020 (compared to $26,095 million in
2019 and $26,300 million in 2018) due to increases
in volume of fighter aircraft, but offset by unfavor-
able contract catch-up adjustments for the KC-46A
tanker.” Indeed, a portion of the KC-46A tanker
reach-forward loss of $1,320 million was partially
due to COVID-19 disruption in production, as was
the $168 million reach-forward loss on VC-25B,
which contributed to engineering inefficiencies.”

The revenue of the Boeing Global Services seg-
ment declined slightly to $15,543 million in 2020,
from $18,468 million in 2019 and $17,056 million in
2018, asaresult of the decline in commercial service
revenue, which was partially due to COVID-19.
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These effects were also evident in its decline in
earnings from operations relative to 2019, some

of which was driven by contract termination and
facility impairment changes, as well as credit losses
due to liquidity constraints of commercial airline
customers.&

Boeing's substantive portfolio of international
customers can reduce Boeing’s risks in the long-term
since diversification across countries could limit the
potential impact of declining defense spending due
to COVID-19 expenditures in specific countries, as
well as could limit the potential impact of changes
in commercial aircraft travel in specific countries.
About 37 percent of Boeing’s revenue are derived
from overseas clients (including foreign military
sales).®

In conclusion, Boeing’s diversification between
the commercial sector and the defense sector has led
to greater COVID-19 risks in the short-term. Indeed,
it has faced a number of challenges in the commer-
cial aircraft sector due to the impact of COVID-19
on demand for commercial aircraft, as well as its
impact on aircraft assembly lines. Nevertheless,
in the long-term, demand for defense products
could weaken due to the increased expenditures on
COVID-19 and, potentially, on other pandemics.
Boeing’s diversification across international defense
and commercial markets could limit its exposure to
potential reductions in defense spending in specific
countries, as well as could limit exposure to poten-
tial declines in commercial aircraft travel in specific
countries. In the short-term, however, Boeing has
faced significant challenges due to the impact of
COVID-19 in the commercial sector which has
weakened Boeing’s financial strength through
declining revenue and tripling levels of debt.

General Dynamics

General Dynamics, as was the case for the defense
contractors in the previous case studies, was also neg-
atively affected by COVID-19. Nevertheless, it did not
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experience the significant issues faced by Boeing on the
commercial front nor the impact of recent mergers (as
was faced by Raytheon in its merger which expanded

its commercial business exposure). General Dynamics’
portfolio is diversified between the commercial sector
and the military sector, with less emphasis on the com-
mercial sector than Boeing or Raytheon. Almost 70
percent of General Dynamics’ revenue came from
the U.S. government in 2020; commercial revenue
comprised an additional 13 percent of sales and
focused on Gulfstream’s business jets, which initially
declined in 2020, but which recovered in the third
and fourth quarters of the year. General Dynamics
was also exposed to overseas markets,® but had

less diversification between domestic and overseas
markets than Lockheed, Raytheon, or Boeing, which
could increase its risk in the long-run relative to the
other three defense firms.

General Dynamics is composed of several seg-
ments: the Aerospace segment, the Marine Segment,
the Combat Systems segment, and the Technologies
segment. General Dynamics’s overall revenue
declined slightly in 2020 to $37,925 million from
$39,350 million in 2019 and its operating earnings
declined in 2020 to $4,133 million from $4,570 mil-
lion in 2019. Much of this decline in overall revenue
was driven by declines in the Aerospace segment due
to less demand for aircraft and services, as well as
by lower demand for services from the Technologies
segment due to COVID-19. The growth in revenue
in the Marine systems through the Columbia-class
and Virginia-class submarine programs helped to
balance the decline in revenue from the other seg-
ments. COVID-19 also impacted General Dynamics
through some closures of customer sites, reduction
in key inputs, and lower hours on domestic produc-
tion sites, while some of the overseas facilities were
temporarily closed.®

The Aerospace segment, which was 21 percent
of overall revenue in 2020, declined from $9,801
million in 2019 to $8,075 million in 2020) and its
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operating earnings declined from $1,532 million in
2019 to $1,083 million in 2020. During this time,
deliveries of Gulfstream aircraft fell from 147 aircraft
in 2019 to 127 aircraft in 2020. Indeed, due to the
impact of COVID-19 on travel, General Dynamics
reduced its delivery rates and production of aircraft
in April, such that the decline in aircraft manufac-
turing revenue was due to fewer deliveries of G650
aircraft (with some offset by more deliveries for
other G500 and G600 aircraft). Reduction in flights
also led to less demand for maintenance and R&D
expenses declined.®

Nevertheless, while Aerospace was strongly
impacted by COVID-19 disruptions in the second
quarter, its revenue grew by 23 percent between the
third and fourth quarter, and its operating earn-
ings increased by 42 percent over the period due to
greater deliveries of Gulfstream aircraft and greater
demand for aircraft services. Some of this increased
demand was driven by the new G700 aircraft, which
is scheduled for completion in the fourth quarter of
2022.%

General Dynamics Marine segment accounted
for 26 percent of total revenue in 2020. The bulk
of the $9,979 million in revenue for the Marine
segment in 2020 was driven by nuclear powered sub-
marines ($6,938 million). The revenue of the Marine
segment has been stable over the past few years
($8,502 million in 2018 and $9,183 million in 2019),
as has the nuclear-powered submarines sector (from
$5,712 million in 2018 and $6,254 million in 2019).%¢
The slight increase in revenue in 2020 relative to
the prior year was driven by greater engineering
and construction work on the increasing number
of Columbia-class submarines, as well as greater
construction on an increasing number of Virginia-
class submarines and Expeditionary Sea Base (ESB)
auxiliary support ships. General Dynamics has
three significant ship manufacturers-- General
Dynamics Electric Boat, General Dynamics Bath
Iron Works, and General Dynamics NASSCO. Some
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of these facilities, were impacted by closures due to
COVID-19, including Bath Iron Works which also
had a strike in 2020.%

Similar to the Marine Systems segment, the
Combat Systems segment’s revenue (19 percent of
consolidated revenue) and operating earnings were
stable with slight growth between 2019 and 2020,
with revenue reaching $7,223 million in 2020 and
operating earnings reaching $1,041 million, despite
disruptions from COVID-19 during the first half
of 2020. The Combat Systems segment is com-
prised of Land Systems, European Land Systems,
and Ordnance and Tactical Systems.® The increase
in revenue was largely driven by weapons systems
and munitions due to increased manufacturing of
subcomponents for missiles and artillery. Revenue
from international military vehicles grew due to
greater product manufacturing for armored combat
support vehicles (ACSVs) for the Canadian gov-
ernment, and the British Army’s AJAX armored
fighting vehicle program, despite less production on
Piranha wheeled armored vehicle programs. Finally,
the greater production of main battle tanks for the
U.S. Army led to modest growth in revenue for U.S.
military vehicles.®

The Technologies segment showed a slight
decline in financial metrics in 2020: its revenue of
$12,648 million in 2020 (34 percent of consolidated
revenue) was less than its revenue of $13,309 million
in 2019; its operating earnings of $1,211 million in
2020 were lower than operating earnings of $1,311
million in 2019. This decline was due to the partial
closure of some customer sites to all but mission
critical personnel and a lower level of customer
and program activity as a result of the COVID-19
pandemic. The decline was largely seen in the IT
services segment in 2020, partially due to the split-
ting off of several non-core lines of business in 2019.
The decline in C41SR revenue contributed to a lesser
degree to the overall decline in the revenue.*®

General Dynamics’ diversification between
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domestic and overseas markets was less than that of
Lockheed, Raytheon or Boeing. In the long-term,
it may have greater risk exposure to the impact of
spending on COVID-19 on defense funding in spe-
cific countries. Indeed, only 18 percent of its revenue
in 2020 ($6.7 billion) came from overseas, and was
evenly split between government and commercial
clients. Most of the overseas commercial revenue
was driven by business jet aircraft exports which
comprised 60 percent of the backlog in aircraft for
the Aerospace segment; indeed, non-U.S. cus-
tomers had almost half (45 percent) of the orders
for Gulfstream in 2020. Nevertheless, General
Dynamics’ workforce was more diversified across
countries than the workforces of Lockheed Martin
or Boeing which could also increase the exposure of
General Dynamics’ workforce to overseas muta-
tions of the COVID-19 virus. Indeed, 15 percent of
General Dynamics’ workforce is located outside the
United States, in over 65 countries.® This suggests a
greater need for reshoring of defense manufacturing.
In summary, General Dynamics faced chal-
lenges from COVID-19 over the past year resulting
from its negative impact on the demand for com-
mercial aircraft, however, it was less diversified
toward the commercial sector than Boeing or
Raytheon. COVID-19 impacted its Gulfstream
production facilities, however production improved
for the Gulfstream business jets in the second half of
2020. General Dynamics had some diversification
between domestic clients and international clients,
however it was more exposed to the potential risks of
specific countries than more diversified firms such
as Boeing. Various sectors of General Dynamics’
defense segments, including Land Systems, had
some exposure to overseas governments, while the
commercial focus of the Aerospace segment had
some exposure to overseas commercial clients. In
the long-term, General Dynamics’ increased diver-
sification between the commercial and the defense
sectors, as well as between the domestic and overseas
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marketss, may help to mitigate risks of COVID-19 or
other future pandemics.

Conclusions

While the overall global impact of the COVID-19
virus on the fiscal strength and economic stability
of countries, as well as on the financial viability of
companies across various industries in the long-
term is unclear, its impact in the short-term in 2020
provides potential insights for the long-term.

Developments in the short-term which may
impact product demand and industrial base oper-
ations in the longer term include; the movement
away from domestic and overseas airline travel with
greater emphasis on “virtual” meetings; greater
emphasis on working “virtually” or working at
different times from other staff and “social distanc-
ing” in manufacturing facilities; greater emphasis
on reshoring the supply chains toward the domes-
tic arena to minimize the impact of COVID-19
mutations; and increasing fiscal efforts to handle
COVID-19 medical challenges and to support com-
panies across industries, including small businesses.
The greater collaboration of companies in different
industries (e.g. defense companies working with
firms in other industries in developing medical
products) has been a bright spot over the past year,
as has the development of new ways in the “virtual”
arena to work productively on some products and
services, and the greater emphasis on developing
strategies to obtain access to key inputs (such as rare
earths) domestically, rather than through interna-
tional purchases.

Despite similarities in supply chain manufac-
turing challenges due to COVID-19, companies
which are diversified between the commercial
sector and the defense sector have experienced
greater financial challenges compared to firms
which focus more on the defense sector over the past
year. This was largely due to unforeseen declines
in the demand for commercial aerospace travel,
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which has impacted aircraft and parts production,
maintenance, and future orders. Unfortunately,
the resulting layoffs and furloughs in the short-
term may impact the ability to develop and sustain
employees with specific skillsets in the long-term.

In addition, while a greater emphasis on U.S.
government defense contracts relative to commer-
cial contracts has provided less financial risk to
companies in the short-term, in the longer-term,
fiscal deficits and debt could rise due to COVID-19
mitigation efforts. This could lead to future defense
budget cuts, as well as greater use of continu-
ing resolutions, possible future U.S. government
shutdowns, and issues with the federal debt ceil-
ing, which could lead to potential cancellations of
defense programs as debt levels rise and interest rates
increase. Companies with substantive exposure to
federal defense spending could be impacted in the
long-term, however companies with greater diversi-
fication into the commercial sector could potentially
mitigate the risk.

Despite the peak in global defense spending
of $1.9 trillion in 2019, the increased government
spending across nations on COVID-19 challenges
may also reduce global defense spending in future
years due to rising debts and deficits across coun-
tries. Indeed, for NATO members, although they
may be able to meet the 2 percent target for defense
spending as a share of GDP, their actual defense
spending may be less and may decline in concert
with the overall GDP.*? This could lead to declines
in the financial strength of defense contractors
with exposure to some of these specific countries.
On the other hand, the need for defense spending,
despite fiscal constraints, could increase due to the
partial and indirect impact of COVID-19 on global
stability.** Consequently, potential weakness in the
financial health of defense firms due to COVID-19,
as well as changes in the degree of defense spending,
may lead to national security risks. COVID-19's role
in reducing the financial strength of supply chains
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Airlines, and Aegean Airlines, while Quantas Freight took
delivery of the first A321 passenger-to-freighter conver-
sion aircraft which uses Pratt & Whitney’s IAE V2500
engine. Raytheon 2020 Annual Report, pp. 12, 31.

%1n 2020, Pratt & Whitney received defense con-
tracts--$1.6 billion in contracts for the F135 engine for the
three types of the F-35 aircraft. Raytheon 2020 Annual
Report, p. 11, 31.

The Raytheon Missiles and Defense segment
in 2020 provided delivery of the first AN/SPY-6(V)1
radar array for the Navy’s first Flight 111 guided-mis-
sile destroyer, obtained a $2.4 million contract for AN/
TPY-2 radars as part of the Terminal High Altitude Area
Defense system from the US Missile Defense Agency,
obtained a $126 million contract from the Navy for pro-
ducing Enterprise Air Surveillance Radars, and had USAF
approve the StormBreaker smart weapon for usage on the
F-15E Strike Eagle aircraft, as well as approved contin-
ued development of the Long-Range Standoff Weapon
(replacement for the Air-Launched Cruise Missile).
Raytheon 2020 Annual Report, pp. 16-17, 32.

%1n 2020, the segment obtained a USAF contract
to develop “a ground-based data processing system to
generate missile warnings.” The Raytheon Intelligence
and Space segment provided the F-35 with its first pro-
duction unit of the Joint Precision Approach and Landing
Systemahead of schedule, as well as the updated High-
Energy Laser Weapon System to the Air Force, obtained
a USAF $950 million contract for the Advanced Battle
Management System and a contract for constructing pro-
totype sensor payloads for DARPA's Blackjack program,
and bought Blue Canyon Technologies which provides
components for spacecraft, as well as small satellites.
Raytheon 2020 Annual Report, pp. 14, 31-32.

% Raytheon 2020 Annual Report, p. 33

"|bid, p. 42.

"1bid, p. 34.

2Boeing 2020 Annual Report, p. 35.

"1bid, p. 27, 43.

PRISM 9, NO. 4



THE IMPACT OF COVID-19 ON THE US DEFENSE INDUSTRIAL BASE

"1bid, pp. 27, 46.

"1bid, p. 22.

%Indeed, the deliveries of the 787 declined to 53
in 2020, down from 158 in 2019 and 145 in 2018, The
deliveries of the 737 were only 43 in 2020, down from 137
in 2019 and 580 in 2018. Deliveries of the 777 similarly
declined to 26 in 2020, down from 45 in 2019 and 48 in
2018. Boeing 2020 Annual Report, pp. 47, 55, 58.

"Boeing 2020 Annual Report, p. 29.

®This segment produces and sustains rotorcraft
and rotary-wing programs (CH-47 Chinook, AH-64
Apache, and V-22 Osprey); fixed-wing military aircraft
(F/A-18E/F Super Hornet, F-15 programs, P-8 programs,
KC-46A Tanker, and T-7A Red Hawk); unmanned vehi-
cles (the MQ-25, QF-16, and Insitu’s Scan Eagle aircraft)
and space and missile systems (government and com-
mercial satellites, NASA's Space Launch System (SLS), the
International Space Station, Commercial Crew, missile
defense and weapons programs, and Joint Direct Attack
Munition) and is involved in the United Launch Alliance
joint venture. Boeing 2020 Annual Report, pp. 21, 47.

®Boeing experienced increased revenue from B-52
upgrades, fighter aircraft, Space Launch System, and
MQ-25 work. Boeing 2020 Annual Report, p. 61.

%Boeing 2020 Annual Report, pp. 47, 64.

8 1bid, p. 33.

8 General Dynamics 2020 Annual Report, pp. 25-26,
46.

& 1bid, pp. 42, 44-45.

8 1bid, pp. 18, 45-46.

% bid, pp. 46, 50.

% bid, p. 20.
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8 General Dynamics Electric Boat manufactures the
Navy’s nuclear-powered submarines — the Virginia-class
attack submarine and the Columbia-class ballistic-mis-
sile submarine. The supply chain of 3000 companies, as
well as the modernization and expansion of Electric Boat
(expenditures peaked in 2020) has helped to support the
program. General Dynamics’ Bath Iron Works manu-
factures and supports the Arleigh Burke-class (DDG-51)
guided-missile destroyers program. In addition, Bath also
produces and supports the Zumwalt-class (DDG-1000)
guided-missile destroyer program, with the completion of
the final ship (the third ship) occurring in 2020. Finally,
General Dynamics’ NASSCO manufactures Navy auxil-
iary and support ships and constructs the Expeditionary
Sea Base (ESB) and the John Lewis-class (T-AO-205)
fleet replenishment oiler. The shipyard also builds oil
and product tankers and container / cargo ships for
non-defense clients, per the Jones Act requirements that
cargo ships sailing between US ports be constructed in
US shipyards. Both NASSCO and Electric Boat provides
maintenance and repair in several locations. General
Dynamics 2020 Annual Report, pp. 20, 46-47.
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countries. Ultimately the Dutch did not stand out
in any particular way. Temporarily positive initial
results vanished in the latter phases, similar to the
experience in most surrounding countries. The
Dutch approach was a combination of protection of
vulnerable people, prevention against the overbur-
dening the healthcare system, and restriction of
economic damage. The Dutch emphasis on dis-
ease prevention seemed to yield positive effects in
the short-run, but the institutionalization of large
numbers of vulnerable old people in nursing homes
appeared to be the weak link in the system in the
longer-run.

The highly qualified, small-scale healthcare
system—the pride of the Dutch—happened to work

THE DUTCH APPROACH TO COVID-19

out negatively during the vaccination programming.
Perhaps a positive development is that every step,
every measure was heavily debated in Parliament,

in the media, and at home. All the mistakes came to
the fore in a transparent fashion.

Generous governmental funding and the strong
economic infrastructure, including the relatively
high degree of digitalization, made the Netherlands
rather resilient in economic terms. The government
stand on social protection and its financial support
as a response to the most affected sectors supported
small businesses and personnel in the short-term.
As is shown, the COVID-19 crisis nevertheless will
likely increase inequality and socio-economic divi-
sions in gender and age cohorts.

“We’ll be back soon! #corona-kindness” (Photo by Ewien van Bergeijk—Kwant at Unsplash, Rotterdam, The Netherlands,

May 30, 2020)
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“Boris Johnson visits Covid-19 Vaccine Center.” (Image by Number 10, December 8, 2020)
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