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PREFACE 

From i t s  ve ry  concept ion t h e  Management and Technology Area has been 
i n t e r e s t e d  i n  I n d u s t r i  a1 Pol i c y  Issues. Th i s  i n t e r e s t  inc reased  a f t e r  t h e  
I nnova t i on  Management Task s t a r t e d  i t s  work. Several c o l l a b o r a t i v e  papers 
have been w r i t t e n  which address t h e  problem o f  i n d u s t r i a l  p o l i c y  i n  d i f f e r -  
e n t  c o u n t r i e s  ( f o r  example, Honko 1980, Csikos-Nagy 1980, Hauste in  1981) o r  
some i n d u s t r i a l  branches ( f o r  example, Kobayashi 1980, Hauste in  1980). 

I n  s p i t e  o f  t h e  f a c t  t h a t  t h i s  paper by Dr. Myron T r i bus  was w r i t t e n  
two years  ago, i t  i s  an e x c e l l e n t  i n t r o d u c t i o n  i n t o  t h e  US scene where 
i n d u s t r i a l  p o l i c y  d iscuss ions  a re  an impo r tan t  i s sue  (see f o r  example, 
"Cap i t a l  Format ion and I n d u s t r i a l  Pol i c y "  1981 ). 

The i n t e r e s t i n g  i s sue  which i s  r a i s e d  concerns t he  longer - te rm h o r i z o n  
i n  government and company a c t i v i t i e s  and t h e i r  implementat ion, Th is  i s  
p a r t i c u l a r l y  r e l e v a n t  t o  i n d u s t r i a l  r e s t r u c t u r i n g  which c h a l l  enges most o f  
t h e  i n d u s t r i a l l y  developed and develop ing c o u n t r i e s  i n  t he  years  t o  come. 
Therefore t h i s  paper i s  ve ry  r e l e v a n t  i n  s o l v i n g  many r e c e n t  po l  i c y  issues.  

T i  b o r  Vasko 
Deputy Area Chairman 
Management and Technology Area 
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A US PERSPECTIVE ON INNOVATION POLICY: 
WHAT I T  WILL TAKE TO REGAIN AMERICA'S 
TECHNOLOGICAL EDGE 

Myron T r i  bus* 

The e l e c t i o n  i s  over.  It i s  t ime t o  g e t  t o  work and r e b u i l d  America's 
t echno log i ca l  c a p a b i l i t i e s ,  There a re  many reasons t o  do t h i s :  We need t o  
compete more e f f e c t i v e l y  i n  w o r l d  markets, i n c l u d i n g  ou r  own. We need t o  be 
ab le  t o  i m p o r t  t h e  t h i n g s  we need, We have c i t i e s  t o  r e b u i l d ,  We have energy 
systems t o  cons t ruc t .  We have t r a n s p o r t a t i o n  systems t o  r e p a i r .  We have de- 
fenses t o  shore up. It i s  t ime f o r  t h e  government t o  become a genuine p a r t n e r  
w i t h  Ameri can e n t e r p r i s e  i n  r e b u i  1 d i n g  ou r  t e c h n i c a l  capabi 1 i t i e s  . 

Technology g ives  a compe t i t i ve  edge t o  those who use and develop i t  over  
those who do no t ,  

HOW AMERICA BECAME THE FIRST TECHNOLOGICAL SOCIETY 

America's l o v e  a f f a i r  w i  t h  technology s t a r t e d  wi t h  t h e  found ing  f a the rs ,  
Hami 1 ton, Washington, and ~ r a n k l  i n  were themselves inven to rs .  They were n o t  
a f r a i d  t o  i n v e n t  e i t h e r  hardware o r  s o c i a l  systems. They understood t h e  bas i s  
f o r  techno l  og i  ca l  advance because they  c rea ted  technol  og ies themselves. 
Hami 1 t o n  argued f o r  an i n d u s t r i a l  na t i on ;  one t h a t  favored  s k i 1  l e d  immigrant  
workers and p ro tec ted  f l e d g l i n g  i n d u s t r i e s .  

The eagerness w i t h  which Americans embraced technology was a wonder t o  
t he  r e s t  o f  t h e  w o r l d  and had a profound impact  on America's r a t e  o f  economic 
growth, For  example, i n  1794 a s k i l l e d  worker c o u l d  c lean  a t  most 6 pounds 
o f  raw c o t t o n  per  day. Then E l i  Whitney i n t r oduced  t h e  c o t t o n  g i n  and produc- 
t i v i t y  increased 100 f o l d ,  The news o f  t he  new i n v e n t i o n  d i d  n o t  reach 
England u n t i l  a f t e r  t h e  f i r s t  ba les  o f  c o t t o n  were depos i ted  on t h e  docks. 
They were se ized  as contraband, f o r  who cou ld  b e l i e v e  t h a t  such a smal l  coun t ry  

* Di  r e c t o r ,  Center f o r  Advanced Engi neer ing  Study, Massachusetts I n s t i t u t e  o f  
Techno1 ogy. O r i g i n a l  l y  presented t o  t he  Rochester Engi n e e r i  ng Society ,  
February 17, 1961 . 



w i t h  so few poeple could produce so much co t ton? Some economists have computed 
t h a t  technology i s  respons ib le  f o r  88% o f  our  growth i n  p r o d u c t i v i t y ,  

There were many op in ions  why America became the  wor ld ' s  f i r s t  technology 
based soc ie ty .  I n  1822, the  American Journal o f  Science s a i d  i t  was due t o  
t he  "degree o f  c i v i l  l i b e r t y  which leaves the mind untrampled t o  a v a i l  i t s e l f  
o f  i t s  own s t rength" ,  Freedom i s  essen t i a l  t o  c r e a t i v i t y ,  and America o f f e r e d  
freedom. 

But freedom alone i s  n o t  enough, A f t e r  a l l ,  the  n a t i v e  American Ind ian  
was f ree ,  too, u n t i l  the  wh i te  man came. Freedom i s  essen t i a l ,  b u t  by i t s e l f ,  
i t  does n o t  produce anything. Education makes the  d i f f e rence .  The founding 
f a t h e r s  understood t h i s ,  I n  1734, 42 years be fore  Independence, Benjamin 
F r a n k l i n  was p u b l i s h i n g  t r a c t s  on the importance o f  educat ion, e s p e c i a l l y  edu- 
c a t i o n  i n  t he  use fu l  a r t s .  Thonias Je f fe rson  t r i e d  t o  change the C o n s t i t u t i o n  
o f  the  S ta te  o f  V i r g i n i a  t o  guarantee educat ion t o  a l l ,  He founded the  Univer- 
s i t y  o f  V i r g i n i a  a f t e r  r e t i r i n g  from the  Presidency. Our f o r e f a t h e r s  under- 
s tood how t o  p l a n  f o r  t he  fu tu re .  

Concerj  f o r  the  advancement o f  a g r i c u l t u r a l  technology l e d  t o  the estab- 
l i shment  o f  Land Grant Col leges i n  every s ta te ,  under the M o r r i l l  Ac t  o f  1862. 
From t h i s  a c t  t he re  came such g rea t  i n s t i t u t i o n s  as MIT and the U n i v e r s i t y  o f  
C a l i f o r n i a .  

But the founders d i d  n o t  s top  there. They knew t h a t ,  w h i l e  freedom and 
educat ion were essen t i a l ,  they were s t i l l  n o t  enough. They knew t h a t  techno- 
l ogy  requ i res  an i n f r a s t r u c t u r e .  I n  1789 they c rea ted  the Patent  O f f i ce .  I t  
i s  d i f f i c u l t  f o r  anyone now t o  apprec ia te  the importance t h a t  was at tached t o  
t he  O f f i c e  o f  Commissioner o f  Patents i n  those e a r l y  days. The Commissioner, 
f o r  example, was respons ib le  f o r  render ing  t o  the  Nat ion  a  r e p o r t  on develop- 
ments i n  technol ogy a t  home and abroad. 

Over our  h i s t o r y  we have created o the r  i n s t i t u t i o n s w h o s e  so le  f u n c t i o n  
was t o  advanced technol  ogy o r  t o  p rov ide  technol og ies  f o r  speci a1 government 
serv ice ,  The Nat iona l  Bureau f o  Standards, the Weather Service, t he  Nat iona l  
Advisory Committee f o r  Aeronaut ics, fo re runner  o f  today 's  space agency, It 
would have been un th inkab le  i n  an e a r l i e r  e r a  f o r  t he  Congress t o  have ap- 
proved the  Mansf ie ld  Amendment p r o h i b i t i n g  any agency o f  Government f rom spon- 
s o r i  ng technol ogy n o t  d i r e c t l y  concerned w i t h  i t s  mission, Some o f  t he  g r e a t  
s t rengths  o f  American technology i n  t he  immediate postwar pe r i od  grew ou t  o f  
the  general support  f o r  research and educat ion by the  O f f i c e  o f  Naval Research. 

FEDERAL SUPPORT FOR INNOVATION 

Today we hear a  g rea t  deal about decreasing t h e  s i z e  o f  government, and 
i n  general  t h i s  i s  a  t r e n d  t o  be encouraged. However, we should keep i n  mind 
t h a t  h i s t o r i c a l l y  the  Federal  Government has been an impor tan t  source o f  sup- 
p o r t  f o r  techno log ica l  advance. 

D i g i t a l  computers were f i r s t  developed under support  f rom the  
Census Bureau. This  was the  beginning o f  IBM. 

Regional Federal Centers f o r  A g r i c u l t u r a l  Research and techn i ca l  
ass is tance t o  farmers, i n  a d d i t i o n  t o  the Agr i  cu l  t u r a l  Col leges 
es tab l i shed  by the  s ta tes ,  prov ided the  bas is  f o r  the  most pro- 
duc t i ve  a g r i c u l t u r a l  system the  wor ld  has ever  seen, the  "Bread- 
basket o f  the  World", 



When the  Xerox Corporat ion was s t i l l  the  s t r u g g l i n g  Ha lo id  Company, 
i t  received fede ra l  ass is tance i n  t he  development o f  xerography 
when p r i v a t e  sources would n o t  support it. 

American a i r c r a f t  now dominate the  wor ld 's  airways because o f  f i nan -  
c i a l  and techn ica l  support from the  m i l i t a r y  and NASA, 

Major advances i n  engineer ing app l ied  t o  medicine have been feder-  
a l l y  funded, 

Over 100 m i l l i o n  Americans watched the  exhostages deplaning i n  
A lg ie rs ,  saw t h e i r  f a m i l i e s  i n  C a l i f o r n i a  r e j o i c i n g ,  and heard com- 
mentators i n  Washington--all a t  t he  same t ime over a s a t e l l i t e  sys- 
tem t h a t  would no t  have been i n  ex is tence were i t  no t  f o r  co l labora-  
t i o n  between the  Government and the  p r i v a t e  sector .  

And who now expects us t o  develop fus ion  energy w i thou t  t he  Federal 
- Government as a par tner?  

The p o i n t  i s  t h a t  g rea t  advances have been made i n  the  past  w i t h  the  
government and i n d u s t r y  i n  a par tnership.  The r e s u l t s  have been spectacular.  
They have repa id  the  n a t i o n  many times over. 

But i n  recent  years  the re  has been a change. The American advantage has 
been w h i t t l e d  away. Other countr ies,  no tab ly  Japan and West Germany have 
beaten us o u t  i n  our  own markets. American wages have h i s t o r i c a l l y  been 
h igher  than elsewhere; t h e  d i f f e r e n c e  i n  p r o d u c t i v i t y  made such wages possib le.  
But today, engineer ing has been combined w i t h  lower wages i n  o t h e r  coun t r i es  t o  
p rov ide  super io r  products a t  lower pr ices.  Unless our  standard o f  l i v i n g  i s  
t o  d e t e r i o r a t e  f u r t h e r ,  we must rega in  the  techno1 og i ca l  edge. 

Today we deal w i t h  harsh r e a l i t i e s :  

The automotive i n d u s t r y  experiences i t s  worst  losses s ince  the  
great  depression, America i s  now the  second l a r g e s t  automobile 
producer, 

The s t e e l  i n d u s t r y  wants p r o t e c t i o n  because i t  cannot compete 
w i t h  Japanese s t e e l  makers who have b e t t e r  equipment, b e t t e r  
educated workers, and h ighe r  p r o d u c t i v i t y .  

Home t e l e v i s i o n  and h i - f i  markets a re  dominated by f o r e i g n  
equipment, 

O f  t he  hundreds o f  thousands o f  home video tape recorders t o  be 
so ld  i n Ameri cay  none w i  11 have been made by an American company. 

The l i s t  o f  l o s t  domestic and f o r e i g n  markets i s  depressingly  long. From 
plywood t o  shoes t o  pocket c a l c u l a t o r s  we are l o s i n g  jobs and income, 

We l i k e  t o  say t h a t  the  proble~i i  i s  t h a t  t he  Japanese s tud ied  and copied 
us. This i s  o n l y  p a r t i a l l y  t rue,  Recent ly a Japanese i n d u s t r i a l i s t  sa id:  
"You i n  the  Un i ted  States have i n  t he  l a s t  t e n  years doubled the  number of 
people i n  law schools w h i l e  you ba re l y  even maintained the  number o f  people 
i n  engineer ing schools. We i n  Japan have n o t  increased the  number o f  lawyers 
b u t  have doubled the  number o f  engineer ing students, Lawyers are concerned 
w i t h  d i v i d i n g  the  p ie ;  eug-ineers w i t h  making i t  la rger " ,  

I n  the  p lay  " F i d d l e r  on t h e  Roof", Tevye i s  asked how the  f i d d l e r  man- 
ages t o  s tay  up there. "Trad i t ion ! ' ,  he rep l i es .  The leadersh ip  p o s i t i o n  i s  
always precarious; no p lace t o  go bu t  down. We have forsaken our  t r a d i t i o n s .  



TECHNOLOGY FOR THE FUTURE, NOT THE PAST 

Sometimes i t  seems t h a t  ou r  p o l i c i e s  a r e  developed o n l y  t o  meet t he  prob- 
l.ems o f  t h e  past.  We t ry  t o  rescue o u r  i n d u s t r i e s  a f t e r  t hey  a re  i n  t r o u b l e .  
We do n o t  t ry  t o  a n t i c i p a t e .  Many people seem t o  want technology o n l y  t o  r e -  
ga in  t he  good o l d  days when we had ou r  way i n  t he  wor ld .  But  t h e r e  i s  no 
chance t o  r ega in  t he  50's and 60's. The f u t u r e  w i l l  demand a l l  we can do j u s t  
t o  su rv i ve .  

Some t h i n g s  a r e  c l e a r l y  e v i d e n t  about ou r  f u t u r e .  There a r e  t h r e e  f o r c e s  
a1 ready a t  work : 

POPULATION EXPLOSION: No one knows how t o  t u r n  i t  o f f .  

RESOURCE DEPLETION: P r i c e s  o f  n a t u r a l  resources w i l l  r i s e  sha rp l y  un less 
new techno log ies  a r e  b rought  t o  bear. 

RISING EXPECTATIONS WORLDWIDE: Everywhere o r d i n a r y  people a r e  becoming 
r e s t l e s s .  

These t h r e e  f o r ces  have a l r eady  produced f o u r  consequences: 

UNSTABLE GOVERNMENTS: We have d i  f f i  c u l  ty determi  n i  ng who wi 11 be depend- 
a b l e . a l l i e s .  

UNCERTAIN SUPPLIES: No manufacturer  can be c e r t a i n  about  raw n ia te r i  a1 s  
and f u e l s .  

INTERDEPENDENT ECONOMIES: Every n a t i o n  now depends on o t h e r  na t i ons  t o  
supp ly  t h i n g s  i t  needs b u t  cannot f i n d  w i t h i n  i t s  borders.  No 
one can go i t  alone. 

SHARED ENVIRONMENTAL DECAY: Spaceshi p  Ea r th  has b u t  one atmosphere. We 
share a c i d  r a i n ,  p o l l u t e d  seas, and hazardous chemicals 
shipped across borders.  

Whi le we ponder what ou r  s t r a t e g i e s  a r e  t o  be, i t  i s  we1 1  t o  keep i n  mind 
t h a t  t he re  a re  a t  l e a s t  100 o t h e r  sovere ign na t ions  on t h i s  same globe, and 
they, too, w i l l  be pursu ing  t h e i r  s t r a t e g i e s .  We cannot say, o f  course, j u s t  
what they  w i l l  do, b u t  some p r i n c i p l e s  seem t o  be s e l f  ev i den t :  

Those who have w i l l  t r y  t o  keep 

Those who have not w i l l  t r y  t o  get 

Local leaders w i l l  t r y  t o  exploi t  whatever they can 

Competition for scarce resources w i l l  i n t ens i f y  

O f  a1 1  t he  na t i ons  o f  t he  wor ld ,  I be1 i e v e  t h a t  America has t h e  b e s t  
chance t o  cope w i t h  t he  f u t u r e .  But  t o  do so we need to  g e t  ou r  a c t  toge ther .  
We need t o  r ega in  ou r  a b i  1  i ty t o  deploy technology i n  our  own i n t e r e s t s .  
Technica l  competence i s  a b s o l u t e l y  e s s e n t i a l  i f  we a r e  t o  have any op t ions .  
If we a re  t o  a v o i d  c lashes w i t h  o t h e r  people over  scarce ma te r i a l s ,  we need 
s u b s t i t u t e s .  I f  we a r e  t o  pay ou r  way i n  t he  wor ld ,  we need t o  be a b l e  t o  
produce goods and se rv i ces  t h a t  o t h e r  people want and a r e  w i l l i n g  t o  pay f o r .  
If we a r e  n o t  t o  be blackniai led, we need t he  op t i ons  t h a t  o n l y  technology 
can a f f o r d .  

It i s  l i k e l y  t h a t  t h e  compe t i t i on  f o r  scarce resources wi 11 t ake  every  
form: p o l i t i c a l ,  n i i l  i t a r y ,  i d e o l o g i c a l ,  commercial , t e r r o r i s t i c ,  and combina- 
t i o n s  o f  these y e t  t o  be invented.  I f  we a re  t o  keep t he  wo rs t  o f  these f rom 



a f f e c t i n g  our  way o f  l i f e  even more adverse ly ,  we needthe c a p a b i l i t y  t o  deal  
w i t h  these problems. Wi thout  technology we s h a l l  have no op t ions .  

WHAT WENT WRONG? 

There a r e  many reasons o f f e r e d  as t o  t he  d e c l i n e  i n  America's advantage 
and many f i n g e r s  a re  ready t o  p o i n t .  But i n  t he  words o f  Pogo, "We have met 
t he  enemy and he i s  us". The l o s t  jobs  and l o s t  markets a re  t h e  symptoms of 
a  deeper, unde r l y i ng  disease, We are  l o s i n g  t he  race f o r  one bas i c  reason, 
from which a l l  o t h e r  d i f f i c u l t i e s  flow. 

INDUSTRY AND GOVERNMENT DO NOT DEVELOP STRATEGIES F0.R THE FUTURE 

For  some reason t h e  work "p lan"  has become a  d i r t y  word i n  American p o l i -  
t i c s .  Whenever anyone uses t h a t  word, images o f  t he  f a i l u r e s  of S o v i e t  p lans 
appear be fo re  ou r  eyes. No American p o l i t i c i a n  can a f f o r d  t o  espouse a  "planned 
economy", The problem i s  t h a t  we do n o t  d i s t i n g u i s h  between t h e  concept of a  
" s t r a t e g y "  and a  "p lan" .  I b e l i e v e  i t  i s  t he  responsi  b i  1  i t y  o f  t h e  government 
t o  develop, i n  conce r t  w i t h  i n d u s t r y ,  a  " s t r a t e g i c  p lan"  f o r  t he  fu ture.  As 
l a r g e  i n d u s t r i e s  have discovered, when an o r g a n i z a t i o n  ge ts  ve ry  l a r g e  i t  i s  
no l onge r  p o s s i b l e  t o  r un  i t  e f f i c i e n t l y  f rom the  top. I ns tead  t he  head- 
qua r te r s  must prepare, w i t h  t h e  coopera t ion  o f  ope ra t i ng  d i v i s i o n s ,  a  broad 
s t r a t e g y  concern ing what t h e  o b j e c t i v e s  and g u i d i n g  p r i n c i p l e s  of t h e  corpor -  
a t i o n  a re  t o  be and these i n  t u r n  a re  then implemented by p lans  made a t  t he  
lower  l e v e l s ,  where t he  problems are, The more successfu l  a t  adap ta t i on  t he  
c o r p o r a t i o n  wishes t o  be, t h e  more decen t ra l i zed  t h e  d e c i s i o n  making has t o  
become. 

We need t o  overcome t h e  f e a r s  o f  p lann ing  l o n g  enough t o  d iscuss  t he  d i f -  
ferences between a  " s t r a t e g y "  and a  "p lan" ,  I n  my o p i n i o n  a  good n a t i o n a l  
s t r a t e g y  wi 11 pe rm i t  us t o  coo rd ina te  ou r  resources f o r  f o r e i g n  markets w h i l e  
p rese rv i ng  i n t e n s i v e  compe t i t i on  a t  home. 

But t he  f a i l u r e  t o  develop s t r a t e g i e s  f o r  t he  f u t u r e  i s  n o t  j u s t  a  ma t te r  
of misunderstanding t he  d i f f e r e n c e  between a  s t r a t e g y  and a  p lan,  I n  t he  
p o l i t i c a l  arena t h e r e  a r e  no r e a l  pressures t o  encourage t he  P res iden t  t o  p l a n  
much more than t h r e e  years  ahead-- just  t o  the n e x t  e l e c t i o n ,  Representat ives 
must s t a r t  t h i n k i n g  about t he  nex t  e l e c t i o n  as soon as t he  l a s t  one i s  f i n i s h e d ,  

Ch ie f  Execu t i ve  O f f i c e r s  o f  ma jo r  co rpo ra t i ons  have t o1  d  me t h a t  t hey  a r e  
under i n t e n s e  pressure t o  make t h e  nex t  q u a r t e r l y  r e p o r t  l o o k  good, As one 
news re lease  p u t  it, "Around here  long-range p lann ing  meant 'What a r e  we go ing  
t o  do a f t e r  1  unch? I' 

These pressures come mos t l y  f rom ou r  sources o f  c a p i t a l .  We complain 
about ou r  you th  be ing  t he  "now genera t ion"  because they  want eve ry th i ng  now 
and a re  u n w i l l i n g  t o  wa i t .  But  where d i d  t hey  g e t  t he  idea,  i f  n o t  f rom t h e i r  
e l de rs?  The demand f o r  h i g h  r a t e s  o f  r e t u r n  have s t i f l e d  long-range p lanning.  
Anyth ing t h a t  takes more than 20 years  t o  pay back c a n n o t m e t  t h e  t e s t  o f  
America's business managers. 'The o h l y  reason t h a t  t r u l y  long-range advances 
have succeeded i s  t h a t  t he  backers d i d  n o t  understand how l ong  i t  would take. 
I have p e r s o n a l l y  seen p roduc ts  t h a t  made i t  t o  market  o n l y  because t he  tech-  
n i c a l  people l i e d  t o  t h e i r  bosses about how l ong  i t  would take. 

One o f  qy co l leagues  pu t s  i t  t h i s  way: The i n t e r e s t  f a c t o r  i n  t he  r a t e  o f  
r e t u r n  c a l c u l a t i o n  i s  r e a l l y  a  measure o f  t he  d i s i n t e r e s t  i n  t h e  fu tu re ,  



The demand f o r  h igh  ra tes  o f  r e t u r n  i s  t he  main reason we have t raded t o -  
morrow's technology f o r  today's p r o f i t s .  This worked o u t  as long as we were 
competing w i t h  ourselves and no t  w i t h  o the r  people who pu t  a d i f f e r e n t  va lue 
on time, As long as we p lan  on l y  f o r  the  sho r t  term and they p lan f o r  t he  
long haul, even tua l l y  we s h a l l  lose  out, And h i s t o r y  t e l l s  us t h a t  l ose rs  
are  never t r e a t e d  gracefu l  ly. 

The problems we face have been a long t ime i n  the  makingo They w i l l  no t  
be cured i n  four  years e i t h e r ,  We face these problems because 20 years ago 
we thought t h a t  20 years was a long time, A l l  o f  us are t o  blame. The p o l i -  
t i c i a n s  who d i d  n o t  p lan  beyond the  nex t  e lec t i on ,  the  business leaders who 
d i d  no t  p lan  beyond the  next  q u a r t e r l y  repor t ,  the stock ana lys ts  who egged 
them on, t he  newspapers who headl ined on l y  the  immediate and spectacular--and 
the  e lec to ra te ,  t h a t  supported i t  a l l ,  

THE COST OF NOT PLANNING AHEAD 

We can understand b e t t e r  the  cos t  o f  n o t  p lanning by comparing the  per- 
formance o f  American and Japanese s t e e l  i n d u s t r i e s  over the  l a s t  25 years. 

I n  the  e a r l y  19501s, as a r e s u l t  o f  some s t r a t e g i c  p lanning on the  p a r t  
o f  the Japanese Government and the  s t e e l  indus t ry ,  a long-range p lan  was 
developed by each o f  the  companies. They s e t  about t h e i r  business methodic- 
a l l y ,  each change no t  being s i g n i f i c a n t  i n  and o f  i t s e l f ,  bu t  the  combination 
proved enormously e f f e c t i v e .  

They re loca ted  t h e i r  s t e e l  m i l l s  t'b make each o f  them p a r t  o f  a 
. 

harbor complex f o r  the  e f f i c i e n t  unloading o f  o re  and the  load ing  
o f  s t e e l  f o r  f o r e i g n  markets. 

They s e t  t h e i r  s i g h t s  on f o r e i g n  markets, e s p e c i a l l y  ours, and 
s tud ied  which markets, on a worldwide basis,  would g i v e  them the  
bes t  e n t r y  p o i n t  and oppor tun i t y  t o  capture t h e  b e n e f i t s  o f  mass 
product ion. 

They s t a r t e d  educat ional  programs f o r  aZZ t h e i r  empl oyees , ma k i  ng 
them par tners  i n  innovat ion,  prepar ing them t o  adopt new technologies. 

They s t a r t e d  a c o l l a b o r a t i v e  program o f  research and develop~nent t o  
replace t h e i r  p r o d ~ ~ c t i o n  processes w i t h  l ess  energy i n t e n s i v e  ones, 
knowing t h a t  the  cos t  of f u e l  was bound t o  increase, 

They worked o u t  c o l l a b o r a t i v e  forms o f  research b u t  they competed 
f i e r c e l y  w i t h  one another t o  be the  most advanced techno log ica l l y ,  

Most o f  a l l ,  they s e t  about making t h e i r  companies s tab le  employers, 
s a c r i f i c i n g  l a r g e r  p r o f i t s  f o r  l a r g e r  shares o f  the  wor ld market, 

Meanwhile, according t o  a r e p o r t  issued by the  O f f i c e  o f  Technology 
Assessment, American companies modernized and upgraded t h e i r  f a c i l i t i e s  a t  a 
much slower pace. For one th ing ,  American money was more expensive t o  get. 
I n  Japan, w i t h  the  approval and encouragement o f  the  government, Japanese 
companies borrowed money from banks a t  favorab le  i n t e r e s t  rates.  I n  America 
the  companies had t o  go t o  the  stock market where they competed w i t h  a l l  o the r  
companies t o  show h igh  r a t e s  o f  re tu rn ,  F i f t e e n  years ago a market ana lys t  
would have computed t h a t  American companies were more e f f i c i e n t l y  managed than 
Japanese companies, because t h e i r  r a t e  o f  r e t u r n  was higher.  But t h i s  was 
s a t i s f a c t o r y  t o  the Japanese because they on l y  had t o  s a t i s f y  the  bank's low 
i n t e r e s t  r a t e s  and demonstrate t h a t  they were s t a b l e  i n s t i t u t i o n s .  I n  the  



Un i ted  States,  t o  quote f r om a personal f r i e n d  who happens t o  be a s tock  
b roker :  "American business marches t o  Wall S t r e e t ' s  drum", 

I doubt t h a t  a  te lephone c a l l  i n  t h e  midd le  o f  t h e  n i g h t  cou ld  s e t  o f f  
a  wave o f  s e l l i n g  i n  t h e  Japanese s tock  market, 

Even tua l l y ,  t h e  f u t u r e  a r r i v e d ,  and now we see t h e  f a b l e  o f  t h e  grass-  
hopper and t h e  a n t  p layed  o u t  on a g i g a n t i c  sca le ,  

We should n o t  t ry  t o  make t h e  managements o f  t h e  s t e e l  companies o u r  
scapegoats. They were runn ing  t h e i r  con~panies accord ing  t o  t h e  way t hey  were 
be ing  t augh t  t o  r u n  them by o u r  b e s t  schools  o f  business a d m i n i s t r a t i o n .  Any 
manager who s t rayed  t o o  f a r  f rom accepted norms would have l o s t  h i s  job, As 
Caesar sa id ,  "The f a u l t  l i e s  n o t  i n  t h e  s t a r s ,  It l i e s  w i t h  us", 

Accord ing t o  a  r e p o r t  i n  a  r ecen t  i s s u e  o f  t h e  Harvard Business Review, 
"Managing ou r  Way i n t o  an Economic Dec l ine" ,  two respected Harvard Business 
p ro fessors  c l a i m  t h a t  t he  way our  managers have been t augh t  f o r  25 years  i s  
wrong. I n  a  d e l i g h t f u l  l i t t l e  book, "Freedom i n  a  Rocking Boat", S i r  
Geof f rey  V ickers  descr ibes  t h e  modern c o r p o r a t i o n  as hav ing  two sp igo ts .  
From one s p i g o t  t h e r e  f l o w  t h e  goods and se rv i ces  needed by a soc ie t y ,  From 
t h e  o t h e r  s p i g o t  t h e r e  f l o w  t h e  tokens w i t h  which t o  purchase goods and ser -  
v i ces .  The behav io r  o f  t h e  company depends upon which s p i g o t  t h e  management 
t h i n g s  i s  t h e  purpose o f  t h e  company. The graduates o f  ou r  business schools  
by and l a r g e  have been t a u g h t  t o  regard businesses a "money pumps" i n  soc ie t y ,  
They can c h e e r f u l l y  s k i p  f rom one company t o  another,  f o r  a l l  money pumps l ook  
t h e  same t o  them. - 

Even today ou r  business chools  teach s tuden ts  t h a t  i t  i s  always bes t  t o  
be second i n  t h e  f i e l d .  New technology i s  adopted o n l y  when i t  i s  f o r c e d  by 
compet i t i on .  Th is  i s  n o t  a  bad s t r a t e g y  i f  everyone uses it, But  i.f t h e  
compe t i t i on  has a d i f f e r e n t  i dea  and i f  t h e  t ime  l a g  i n  be ing  ab le  t o  adopt 
and use a new technology i s  g rea t ,  t he  r e s u l t s  can be d i sas t rous .  It took  
12 years f o r  t h e  b a s i c  oxygen process t o  be adopted t o  t h e  p o i n t  where i t  
produced 20% o f  American s t e e l  output ,  The t ime  t o  reach thesame f r a c t i o n  i n  
Japan was f i v e  years.  P a r t  of t h e  de lay  i s  due, o f  course, t o  t h e  h i g h e r  
expense o f  American c a p i t a l  and p a r t  t o  t h e  demand f o r  h i g h e r  q u a r t e r l y  earn- 
i vgs .  But  t h a t  does n o t  t e l l  t h e  whole s to r y .  

A few weeks ago I read an i n t e r v i e w  w i t h  an engineer  l a i d  o f f  f rom 
Chrys le r .  He said,  ' 'I worked f o r  them f o r  18 years,  t r y i n g  t o  b u i l d  t h e  
w o r l d ' s  g r e a t e s t  automobi les.  I guess I was t h e  l a s t  t o  r e a l i z e  t h a t  t hey  d i d  
n o t  want t o  make g r e a t  cars ;  t hey  o n l y  wanted t o  make money". 

I n  a  r a d i o  i n t e r v i e w  over  a  Boston s t a t i o n  an execu t i ve  f rom a motor  c a r  
company sa id ,  " I n  1976 one o f  ou r  f i n a n c i a l  men asked me, 'S ince  we make $400 
on each l a r g e  c a r  and o n l y  $100 on a s ~ i i a l l  one, why do you make smal l  ca r s ' ? "  
The execu t i ve  paused and then  he sa id ,  "I guess we s h o u l d n ' t  have l i s t e n e d  t o  
him". 

MANAGEMENT, THE KEY INGREDIENT 

Har ry  Truman kep t  a  sma l l  s i g n  on h i s  desk, "The Buck Stops Here". I n  
any o rgan i za t i on ,  responsi  b i  1  i ty stops w i t h  t h e  management, The reco rd  shows 
t h a t ,  by and l a rge ,  American management has f a i l e d  i n  i t s  r e s p o n s i b i l i t i e s .  
Fo r tuna te l y ,  t h e r e  a r e  very  1  arge v a r i a t i o n s  i n  t h e  qua1 i ty o f  American 



management, and we have ou r  share o f  t h o u g h t f u l ,  dynamic, aggress ive leaders.  
I n  t h e  u n f o r g e t t a b l e  words o f  Henry Morgan, "The average manager i s n ' t  q u i t e  
up t o  average:". 

Fo r  example, if a1 1  t h e  s t e e l  companies had records of  p r o d u c t i v i t y  t o  
match t h e  bes t  ones, t h e r e  would be no f e a r  o f  t he  Japanese compet i t i on .  Bu t  
o u r  average leaves a  g r e a t  deal  t o  be des i r ed  and i n  many i n d u s t r i e s  we have 
been e s s e n t i a l l y  wiped o u t  due t o  t h e  inadequacy o f  ou r  managements. 

For  example, an American manufacturer  o f  t e l e v i s i o n  se t s  found i t s e l f  
unable t o  con t i nue  w i t h  a  p a r t i c u l a r  model. It s o l d  t h e  manufactur ing f a c i l -  
i t y  and t h e  des ign t o  a  Japanese company. Under t h e  American management t h e  
number o f  de fec t s  pe r  s e t  a t  assembly was such t h a t  they  had t o  assemble 1,4 
se t s  f o r  each completed one, The Japanese management shu t  down the  p l a n t  f o r  
a  year,  redesigned t h e  assembly and procurement procedures, and then  opened 
t h e  p l a n t  w i t h  American labor .  The defect  r a t e  dropped t o  one o r  two p e r  
hundred. The corrlpany now prospers,  s e l l i n g  e s s e n t i a l l y  t h e  same bas i c  design. 
The d i f f e r e n c e  was t h e  management. The Japanese managers say t h a t  t h e  American 
workers a r e  as good, o r  b e t t e r ,  than t h e i r  coun te rpa r t s  i n  Japan. The workers 
l i k e  t h e  Japanese methods. There have been many comments on t h i s  case b u t  t h e  
one I t h i n k  sums i t  up bes t  i s  t h i s :  "The d i f f e r e n c e  i s  t h a t  t h e  Japanese 
managers p u t  people ahead of numbers". 

THE APPROACH OF THE REAGAN ADMINISTRATION 

We who complain about  t h e  government and p i l l o r y  o u r  p o l i t i c i a n s  f o r  n o t  
s o l v i n g  ou r  problems o f t e n  do n o t  r e a l i z e  how much we ourse lves  a r e  p a r t  o f  
t h e  problem. We should be g r a t e f u l  t h a t  t h e r e  a r e  people w i l l i n g  t o  accept 
these  jobs.  J u s t  about anyone who takes a  h i g h  p o s t  i n  Government today makes 
a  personal  s a c r i f i c e  t o  do so. Therefore,  what I say t o n i g h t  should n o t  be 
taken  as an a t t a c k  on anyone. 

The Presidency was won by a  promise t o  t h e  American people t o  reduce t h e  
s i z e  and i n f l u e n c e  of t h e  government, e s p e c i a l l y  t h e  t a x  burden. The broad 
ou t1  i nes  o f  t h e  A d m i n i s t r a t i o n ' s  s t r a t e g y  a r e  con t ined  i n  a  document now 
known as t h e  "Stockman MamfGsto''. 'That mani festo has as i t s  main o b j e c t i v e s  
repea l i ng  regu la t i ons ,  l o w e r i n g  taxes, and i n  genera l  g e t t i n g  government o u t  
of t h e  way so t h a t  niarket forces can d r i v e  t h e  economic system. It i s  hard 
t o  q u a r r e l  w i t h  what i s  proposed by M r .  Stockman, and I do n o t  propose t o  do 
so. The P res iden t  has a  mandate t o  t r y  t h i s  ph i losophy o f  government. He 
should be g i ven  a  f a i r  chance. 

What t r o u b l e s  me about t h e  approach t h a t  t h i s  A d m i n i s t r a t i o n  appears t o  
be t a k i n g  i s  t h a t ,  w h i l e  i n  t h e  l ong  t e rm  market f o r ces  may work, t h e r e  a re  
impe r fec t i ons  i n  t h e  market which o f t e n  de lay  t h e  response. It would be a  
p i t y  if t h e  A d m i n i s t r a t i o n ' s  ph i losophy  were never  t r i e d  because t h e  market 
forces upon which t h e  whole s t r a t e g y  depends were n o t  a c t u a l l y  working, There 
w i l l  be an e l e c t i o n  i n  3 years  and 10 months and i f  t h e  system does n o t  show 
understandable r e s u l t s  by then, t h e  e n t i  r e  p h i  1  osophy may be abandoned. Who 
knows what t h e  people wi 11 t u r n  t o  then? It seems t o  be c r i t i c a l  , the re fo re ,  
t o  t h e  e n t i r e  p o s i t i o n  of t h e  A d m i n i s t r a t i o n  t o  examine t h e  Stockman Manifesto 
and t o  try t o  improve i t s  chances o f  success, 

The Stockman Man i f es to  depends f o r  i t s  success upon American management 
s tepp ing  up t o  i t s  chal lenges,  But  n o t  everyone i s  sanguine about  t h a t .  Dave 
Kearns, P res iden t  o f  Xerox, has s a i d  t h a t  t h e  t r o u b l e  w i t h  American management 



i s  t h a t  i t  no l o n g e r  takes r i s k s ,  b u t  h ides  behind compla in ts  about Federa l  
r egu la t i ons ,  env i ronmenta l  laws, etc,, e t c ,  He reminds us t h a t  t h e  Japanese 
meet t h e  same r e g u l a t i o n s  i n  o u r  market p lace  t h a t  o u r  manufacturers do. They 
have equal l y  s t r i n g e n t  environmental  p r o t e c t i o n  1  aws. We cannot a f f o r d  t o  
r e l y  upon a  s t r a t e g y  which i s  based upon t h e  idea  t h a t  g i ven  complete freedom, 
American management w i l l  do t h e  r i g h t  t h i n g s  f o r  America. 

I n  a  thought-provok ing l i t t l e  book, Dynamic Economics, Bur ton  K l e i n  argues 
t h a t  i t  i s  n o t  t h e  h idden hand o f  Adam Smith t h a t  makes i n d u s t r y  i nnova t i ve ,  
It i s  r a t h e r  t h e  "hidden f o o t "  o f  compet i t i on .  Therefore,  I b e l i e v e  t h a t ,  i n  
a d d i t i o n  t o  making t h e  market f o r c e s  f e l t ,  t h e  government needs t o  make domest ic 
cornpeti t i o n  much more in tense.  

I s  t h e r e  anyone who be l i eves  t h a t ,  r e l i e v e d  o f  t h e  Japanese compet i t i on ,  
American managements would work t o  produce b e t t e r  ca rs?  O r  would t hey  t ry  t o  
make t h e i r  companies more p r o f i t a b l e ?  I n  my op in ion ,  t h e  ma jo r  weakness i n  
t h e  Stockman Man i fes to  i s  i t s  r e l i a n c e  upon t h e  c a p a b i l i t i e s  o f  American man- 
agement. Perhaps i n  due t i m e  market f o r ces  w i l l  b r i n g  f o rwa rd  b e t t e r  manage- 
ments. Bu t  when g r e a t  companies l i k e  Ch rys le r  go under, t h e  s u f f e r i n g  i n  
human terms i s  enormous. Some complex systems a r e  1  i ke Humpty Dumpty; t hey  
cannot be p u t  back t o g e t h e r  aga in  once t hey  have had a  g r e a t  f a l l .  Those who 
s u f f e r  most a re  n o t  those who t e n  years e a r l i e r  dec ided t o  p u t  C h r y s l e r  on 
s u i c i d e  course. They a r e  n o t  t h e  ones l a i d  o f f ,  Simple j u s t i c e ,  i f  n o t  con- 
ce rn  f o r  ou r  o v e r a l l  economic we l fa re ,  d i c t a t e  t h a t  we do something about  i to 
Sometimes you have t o  f o r g e t  you r  p r i n c i p l e s  and do t h e  r i g h t  t h i n g !  

TO BAIL OR NOT TO BAIL, THAT I S  THE QUESTION 

No one t h i n k s  i t  i s  good p o l i c y  t o  b a i l  o u t  companies t h a t  f a i l ,  The 
managements and un ions t h a t  t oge the r  cannot agree t o  remain compet i t i ve ,  who 
do n o t  know how t o  moderate t h e i r  demands f o r  p r o f i t ,  who do n o t  t h i n k  o f  t h e  
f u t u r e ,  do n o t  deserve t o  be suppor ted by t h e  r e s t  of us, That i s  a  good r u l e  
t o  fo l low,  b u t  i t  i s n ' t  always app l i cab le .  Sometimes a  whole i n d u s t r y  gets  
i n t o  t r oub le ,  The company t h a t  i s  i n  deep t r o u b l e  i s  o f t e n  n o t  alone, Some- 
t h i n g  l i k e  t h i s  seems t o  have happened t o  t h e  American automot ive i n d u s t r y .  

I b e l i e v e  t h a t  when a  company l i k e  Ch ry l se r  begins t o  e m i t  death noises, 
and when t he  r e s t  o f  t h e  i n d u s t r y  i s  obv ious l y  i n  d i f f i c u l t y ,  t h e  Federal  
Government has a  r e s p o n s i b i l i t y  t o  ac t ,  But  what i t  does w i t h  o u r  money i s  
t o o  impo r tan t  t o  be l e f t  t o  t h e  whims o f  t h e  p o l i t i c a l  scene. We need t o  
have a  s t r a t e g y  f o r  d e a l i n g  w i t h  such i n d u s t r i e s .  Un fo r t una te l y ,  we have 
p robab ly  n o t  seen t h e  end of them. 

I most empha t i ca l l y  do n o t  b e l i e v e  t h a t  we need a  super agency t o  l ook  
o v e r  s i c k  indust r ies .  We do need t o  understand t he  i n d u s t r y  i n  i t s  e n t i r e t y .  
The s i c k e s t  o f  t h e  companies, such as Ch rys le r  was, should be g i ven  t h e  oppor- 
t u n i t y  t o  develop a  " g e t  w e l l "  p lan.  That  p l a n  should be a  pub1 i c  document, 
d iscussed a t  a l l  l e v e l s  o f  t h e  company, w i t h  t h e  union, w i t h  t h e  workers, w i t h  
t h e  engineers,  w i t h  t h e  sa les  f o r ce ,  w i t h  t h e  d i s t r i b u t o r s ,  w i t h  t h e  supp l i e r s ,  
w i t h  t h e  c r e d i t o r s  . . . i n  shor t ,  w i t h  everyone who needs t o  c o n t r i b u t e  t o  t he  
success o f  t h e  company. I n  my o p i n i o n  i t  i s  a  m is take  t o  c o n f i n e  d iscuss ions  
t o  t h e  managements o f  s i c k  companies. I f  they  a r e  t h e  s i z e  o f  Chrys le r ,  t h e  
odds a re  t h a t  no one, e s p e c i a l l y  t h e  management, r e a l l y  knows what i s  go ing  
on. It w i l l  be e s s e n t i a l  t o  b u i l d  a  new team. It w i l l  be e s s e n t i a l  f o r  every-  
one t o  do so i n  a  hur ry .  That  i s  t h e  p r e r e q u i s i t e  t o  genuine change, and t h i s  
understanding must permeate t he  e n t i  r e  o rgan iza t ion ,  



I f u r t h e r  propose t h a t  when t h e  corrlpany has p u t  t oge the r  i t s  "ge t  w e l l "  
p l a n  i t  should be examined by a b lue  r i b b o n  panel o f  exper ts  i n  t h e  i n d u s t r y .  
We know f rom t h e  experiences w i t h  t h e  Kenieny Com~iiission t h a t  America does have 
good people who w i l l  g i v e  o f  t h e i r  t ime i n  competent s e r v i c e  t o  t h e  country .  
I f  t h e  s p e c i a l  commission accepts t h e  p lan  o f  the company, i t  should be sup- 
po r ted  and p ro tec ted  accord ing t o  t h e  p lan  w i t h o u t  f u r t h e r  federa l  in te r fe rence .  
The cure may mean l i m i t e d  p r o t e c t i o n  from impor ts .  It may mean favo rab le  l o a n  
terms. It may mean r e l i e f  f rom some regu la t i ons .  But i t  a l s o  should mean a 
company developed long-range s t r a t e g y  t o  become t h e  bes t  and most compe t i t i ve  
company i n  t h e  world.  I t  should n o t  p rov ide  a s h e l t e r  t o  make the  company 
p r o f i t a b l e  i n  t h e  s h o r t  range, Above a1 1 , i t  should n o t  be a means t o  r e t u r n  
t o  be ing  o n l y  a money pump. 

AN AGENDA OF THINGS TO DO THAT DO NOT COST A LOT OF MONEY 

One o f  t h e  saddest lessons I learned i n  Washington i s  t h a t  i f  a proposal 
does n o t  cos t  a  l o t  o f  money, i t  i s  a p t  t o  be dismissed as t r i v i a l  and i r r e -  
levan t .  The d i r e c t i v e  t o  s e t  back thermostats  was never enforced by anyone, 
b u t  when f u e l  costs  rose, i t  was recognized as i n  everyone's b e s t  i n t e r e s t s .  
The d i r e c t i v e  has been f o l l o w e d  by enough c i t i z e n s  t o  produce measurable sav- 
i ngs  i n  o i l  impor ts .  

Approximately 60 years  ago Herber t  Hoover, then Secretary  o f  Commerce 
s t a r t e d  t he  voluntary standards system which has had such a heal t h y  i n f l u e n c e  
i n  producing t h e  mass markets t h a t  made volume p roduc t i on  poss ib le ,  The c o s t  
of t h a t  e f f o r t  has been n e g l i g i b l e ,  I b e l i e v e  t h e  government can p rov ide  
impo r tan t  l eade rsh ip  w h i l e  we, t h e  c i t i z e n s ,  make t h e  changes. I repeat :  
Mature a d u l t s  need t o  understand t h e i r  own s i t u a t i o n ,  and sometimes t h e  govern- 
ment can help. 

We need t o  beg in  by l o o k i n g  hard a t  what we a re  do ing  t o  ourse lves by o u r  
approach t o  f i n a n c i n g  and eva lua t i ng  ou r  i n d u s t r i e s .  We need t o  adopt new 
standards f o r  measuring and r e p o r t i n g  corpora te  p r o f i t a b i l i t y .  A y e a r  ago one 
of our  l a r g e s t  corpora t ions ,  t h e  General E l e c t r i c  Cornpany, i ssued i t s  annual 
r e p o r t  i n  two par ts ,  One p a r t  was accord ing t o  t h e  convent ional  methods and 
t h e  o t h e r  was i n  a form t h e  Company thought  was a more honest way o f  d e p i c t i n g  
i t s  s i t u a t i o n ,  . 

We know t h a t  t h e  way Wall S t r e e t  r e l a t e s  t o  business i s  p ressu r i ng  bus i -  
nesses t o  e a t  t h e i r  seed corn. The r e s u l t  i s  t o  r u i n  t he  o p p o r t u n i t i e s  f o r  
investment.  

To do something about t h i s  does n o t  r e q u i r e  a new r e g u l a t i o n  o r  an i n -  
crease i n  t he  bureaucracy, But t h e  government could take  t h e  l ead  i n  c a l l i n g  
conferences o f  business and f i nance  leaders t o  examine the  way t h e  system 
works. Th is  i s  a  j o b  t h a t  could be done by t h e  Department o f  Commerce o r  t h e  
SEC. What i s  r e q u i r e d  i s  a  coopera t i ve  endeavor w i t h  the  p r i v a t e  s e c t o r  t o  
f i n d  a way o u t  o f  t h e  t r a p  we have bu i  1  t f o r  ourselves. 

I have spoken about t h e  educat ion o f  Japanese workers t o  g e t  them ready 
f o r  t h e  f u t u r e .  Our government, working t o g e t h e r w i t h  l a b o r  and i n d u s t r y ,  can 
develop s t r a t e g i e s  f o r  i n c r e a s i n g  t h e  educat ional  l e v e l  o f  t h e  workforce, I 
r e a l i z e  t h a t  managements do n o t  want new issues t o  haggle over,  b u t  I would 
very  much l i k e  t o  see t h e  i ssue  o f  con t i nu ing  educat ion become an i s s ~ ~ e  i n  
labor-management bargain ing.  We need t o  make up f o r  t h e  neg lec t  o f  mathematics 
i n s t r u c t i o n  i n  ou r  schools, 'The computer r e v o l u t i o n ,  e s s e n t i a l  t o  inc rease  our  



p r o d u c t i v i t y  w i l l  be cons t ra ined by a workforce unable t o  deal w i t h  s imple 
mathematics. Our workforce needs t o  ge t  ready f o r  improved p r o d u c t i v i t y .  It 
cannot be fo rced f rom above, It requ i res  worker cooperat ion. 

A SPECIFIC EXAMPLE 

Up t o  now I have been t a l k i n g  i n  very general terms. I want t o  g i v e  an 
example o f  a  problem, here and now, t h a t  demands a t t e n t i o n .  I t  i s  w e l l  known 
t h a t  microprocessors are f i n d i n g  t h e i r  way i n t o  automobiles. The niarket i s  
est imated t o  grow t o  about $10 b i l l i o n  annual ly .  The demands f o r  r e l i a b i l i t y  
a re  about as s t r i n g e n t  as f o r  space missions. Both GM and Ford have found i t  
necessary t o  go t o  Japan t o  g e t  t he  q u a l i t y  they requ i re .  The ques t ion  i s :  
" I s  t h i s  business t o  go the  way o f  s tee l? "  

To deal w i t h  t h i s  i ssue  requi res,  f i r s t  o f  a l l ,  t h a t  t h e  government 
develop a s t ra tegy .  That s t ragey  should be developed w i t h  t he  f u l l  p a r t i c i p a -  
t i o n  o f  indus t ry .  The b i t s  and pieces o f  the competencies t h a t  a r e  requ i red  
a re  spread over  t he  government, b u t  n o t  coord inated i n  any way, I b e l i e v e  we 
need t o  designate an agency of government t o  do the  f o l l o w i u g  th ings ;  

Mon i to r  US and f o r e i g n  techn i ca l  progress 

Examine the  programs o f  t he  NSF, DOD, etc .  

Examine resource c o n s t r a i n t s :  

Engi neers 
S c i e n t i s t s  
Ins t rumenta t ion  
Worker educat ion 
Cap i ta l  avai  1  ab i  1  i t y  

Discuss plans and programs of p r i v a t e  companies 
See t h a t  impor tan t  dec i s i on  makers i n  i n d u s t r y  and the  f i n a n c i a l  

community are aware o f  what i s  happening 

I am not c a l l  i n g  f o r  t h e  c r e a t i o n  o f  a  l a r g e  super p lann ing  agency a long 
Sov ie t  1  ines. What I am u r g i n g  i s  t h a t  t h e  government g e t  i t s  a c t  together .  
I t  may w e l l  be t h e  r e s u l t  o f  t he  s tudy w i l l  revea l  t h e  bes t  i s  f o r  t h e  govern- 
ment t o  stop doing something. 

ITS FOR REAL I 
Har r i son  Sa l i sbu ry  once t o l d  t h i s  s t o r y :  There was a p r i z e  f i g h t  i n  

Madison Square Garden w i t h  a badly  matched p re l im ina ry  f i g h t  j u s t  be fore  the  
main event. One o f  t h e  f i g h t e r s  took a t e r r i b l e  beat ing.  He went down and 
d i d  n o t  ge t  up. Someone i n  the  audience shouted "Fake!" and t h e  crowd took 
up the  chant. They cont inued t o  shout w h i l e  s t r e t c h e r  bearers c a r r i e d  the  
boxer from t h e  r i n g .  The nex t  day t h e  boxer died. Sa l i sbu ry  concluded: 
"You know, t h a t  boxer had t o  d i e  t o  prove t h a t  t he  f i g h t  was on the l e v e l .  
Sometimes I t h i n k  t h a t  t h i s  g r e a t  n a t i o n  w i l l  have to  d i e  be fore  people 
understand t h a t  t h i s  f i g h t ,  too, i s  on the  l e v e l  ." 


