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AS DELIVERED

TEANK YOU. WHEN JIM GRAY AND BILL HILTY INVITED ME

SPEAK HERE, THEY SAID TONIGHT'S DINNER WAS TO RECOGNIZE

" PROGRESS MADE IN DEVELOPING MAP,VTHE MANﬁFACTURIﬁG
AUTOMATION PROTOCOL I AGREE . THAT MAP IS SHOWING THE
.:INTERNATIONAL BUSINESS COMMUNITY THAT INTERNATIONAL COME
NETWORK STANDARDS CAN WORK. |
I ALSO AGREE TEAT MAP AND TOP, THE TECHNICAL AND 0F
PROTOCOL, WILL HELP CREATE COMPUTER-iNTEGRATED IﬁDUSTRIA
. ENTERPRISES TEAT WILL MAKE AMERICA MORE COMPETITIVE, AT
AND ABROAD. I'M PROUD OF THE ROLE MY DEPARTHENT S NATId
BUREAD OF STANDARDS HAS PLAYED WITH GENERAL MOTORS AND B

AND 1 HOPE IT LEADS TO MORE JOINT RESEARCH.

JOiNI RESEARCH_IS ONE OF THE MANY ROADS WE MUST FOL

| TO REGAIN OUR WORLD COMPETITIVENESS. WE ARE AT A REAL
CROSSROADS IN conrzriTIVENEss, AND AS A COUNTRY WE HAVE
'ﬁUNDERSTAND THE PROBLEM AND THE OPPORTUNITY WE FACE.

DURING THE PAST FIVE-PLUS YEARS, I'VE HEARD TOO OFT

. THAT THE FEDERAL GOVERKMENT DOESN'T HAVE THE POLICIES TO
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ENSURE A GOOD TRADING POSITION FOR OUR COUNTRY. I DISAGREE.




THE‘PRESIDENT'S.TRADE.POLICY Is_srAi:n. CLEAR AND |
wonkxud;' THE PRESIDENT HAS LAID OUT'Hxs TRAnE'sTRATch;
| AﬁD:THAT STRATECY“FITS THE_TIMES,'Aﬁﬁ OUR nzzn?. IT's
| ATMED AT OPENING HARKETS. cﬁRBING UNFAIR TRADING pkACTxcﬁs
_AND PROMOTING WORLDWIDE 'ECONOMIC caowrn. IT IS BACKED up
BY THE spzcxrxcs AND EAS nzzn FOLLOWED THROUGH WITH ACTION.
BUT ANYONE wno UNDERSTANDS CORPORATE OPERATIONS
KNOWS TBAT MOST QFlTHE_VARIABLES AFFECTING BUSINESS
PRODUCIIVITY‘ARE INTERNAL rAcrﬁns THAT ARE WITHIN
 MANAGEMENT'S CQNTROL;V AND IN TOO_MANY_CASES.' |
U.S.VHANAGEHENT Hgs SLACKED OFF DURING THE LAST COUPLE
OF DECADES. AHD.ONE OF THE.MANY'FiAws IN A PROTECTIONIST
TRADE STRATEGY Is TEAT IT WOULD PERPETUATE INEFFICIENT

-HANAGEMENT

AFTER W.W. II, WE WERE THE ovznALL LEADERS IN

ﬁORLD HANAGEMEﬂT. WE LIVED OFF THAT LEADERSHIP WHILE

”THE REST OF THE WORLD WAS REBUILDING.
BUT WE WOUND 'UP RUNNING IN PLACE WHILE OTHER COUNTRIES.
oﬁTPACEn US., NOW, INSTEAD OF rac;nc‘conrzrrrrqn FROM THE
'GERMANYS, GREAT BRITAINS AﬁD'CANADAs, WE'RE NOT ONLY
" CHALLENGED BUT IN SOME CASES BEING BEATEN BY THE-JAPANS;.”

KOREAS AND TAIWANS.

AND TOO OFTEN, WE WERE BEATEN BY TECHNOLOGIES THAT| WE
INVENTED, BUT FAILED TO APPLY AND FOLLOW THROUGH. FOR
EXAMPLE: | .

-~ THE UNITED STATES PIONEERED VCR TECHNOLOGY IN THE

_19608, BUT WE GEARED IT ONLY TO HAJOR USERS, LIKE TV STUDIQS{




COULDN T SEE A CONSUMER HARKET FOR SOFETHING VITH Aﬁ

'$8,000 PRICE TAG. JAPAR FOCUSED ON IT, TURNED ON THEIR R&D
AND MADE A PRODUCT FOR HOME-USE. TODAY, nonz THAN 50
' PERCENT OF ALL VCRs ARE MADE IN JAPAN AKD EXPORTED 10 Us'ron_

LESS THAN $400. THAT SHOULD HAVE BEEN OUR rnonucr.

e BIGHSPEED.ELECTRONICS f; ALTHOUGH THE CONCEPTS WERE
FIRST DEVELOPED'IN;THE U.S., JAPAN IS MAKING MAJOR )
CONTRiBﬁTIONS TQ;THE FIELD AND IS AIMING AT ﬁARKET ORTENTED

' PkODUCTS. ‘TﬁE JTECB PANEL, IN A SPECIAL REPORT donPILﬁDi
BY LEADING sCIEﬁTISTs AND ENGIﬁEERS FOR THE COMMERCE |
DEPARTMENT, FOUND JAPAN S ELECTRONICS INDUSTRY TO BE ON A'

PAR WITH ITS U.S. COUNTERPARTS, PARTICULARLY IN OPTOELECTRDNTCS.

° COLOR TELEVISION ~- THIS U.S. INDUSTRY PIONEERED THE

TECHNOLOGY BUT WAS CONFRONTED WITH STRONG FOREIGH
'GOMPETITION WHICE EMPHASIZED PRODUCTIVITY, RELIABILITY. AND
QUALITY. IN THE FALLOUT, COMPETITORS LIKE ADMIRAL, MOTOROLA
AND-WARWICK-DID ﬁoT'SURVIVE. THE JAPANESE BEAT US THERE
:BECAUSE or MORE AGGRESSIVE HANAGEMENT AND SUPERIOR ',ﬁyg Aﬂﬁbjﬁz%?
PRODUCTION TECHNOLOGY. | |
AND RECENTLY ROBOTICS. THEY WERE DEVELQPﬁD IN TBE.B.S}

WE ‘NOW ATE,BEHIND THE JAPANESE IN'voTUME OF SALES AND USAGE
BY OUR INDUSTRY. o | | o
THESE ARE JUST" SOME OF MANY EXAMPLES WEERE THE LOSS
CANNOT BE BLAMED ON THE STRENGTH OF THE DOLLAR OR AN UNFAIR

TRADING PRACTICE OR CLOSED FOREIGN MARKETS. WE WERE SIH?LY

OUTMANAGED IN_QUALITY AND COSTS,ON THE FACTORY FLOOR AND.IN
- THE MANAGEMENT HIERARCHY.




WHY? - BECAUSE WE cntw cbxpLAcEﬁT ;- AND INDEEn'tvEN'
LAZY -- LAZY COMPARED TO THE GROWING EFFORTS OF OUR FOREIGN
COMPETITORS WHOSE BACK WAS AGAINST THE WALL AND WHO' HAD TO
EXPORT QUALITY GOODS AT A LOW COST TO SURVIVE. | |

 BACK IN THE 50s AND 60s HANﬁFAchRERs COULD SHOOT UP
PROFITS BY BUILDING ANOTHER PLANT TO MEET RISING SALES.

i AUTOMAKERS, STEELMAKERS AND OTEER INDUSTRIES DIDE'T
SPEND ENOUGH TIME THINKING ABOUT A LONG-RANGE STRATEGY.
THEY AIMED ONLY AT THE NEXT QUARTER'S BALANCE SHEET.

._ WE SMUGLY PRIDED OURSELVES OK BEING TEE MOST POWERFUL
PRODUCERS IN THE‘WORLD.' AT THE SAME TIME, OUR GERMAN, |
JAPANESE ANDVITALIAN COHPETITORS PICKED UP THEIR |
MANAGEMENT CAPABILITIES. THEY ACQUIRED AN ABILITY TO
GET THINGS DONE. - THEY 'KEPT OVEREEAD LOW AND COSTS DOWN.
THEY INNOVATED, quﬁonuczn NEW EQUIPMENT AND NEW PRODUCT
DESICNS. - | | .

MEANWHTLE, 'OUR SUCCESS LED US TO CREATING LARGER
MANAGEMENT STAFFS, IGNORING OVERHEAD.RATIOS. MIDDLE
MANAGEMENT WAS T00 EIGH BY 25 TO 30 PERCENT._ MANY OF |
THESE MANAGERS WERE THE BRICHTEST MINDS TURNED OUT BY OUR
BUSINESS SCHOOLS, BUT THEY HAD NO MAgggéEEEEEEE_fLooR

'EXPERIENCE. THEY WENT STRAIGHT TO TEHE IVORY TOWERS OF

KANAGE#E?TUAﬁD_TOfSTAFF JOBS WHERE WITH A WRITE SHIRT AND A
COMPUTER PRINTOUT YOU COULD MAKE ANY DECISION NECESSARY.

| THEY COLLEGTED INFORMATION WHICH THEY ANALYZED, |
INTERPRETED AND PASSED AROUND TO OTHER MANAGERS TO ANALYZE
AND INTERPRET MORE, REPORTS BECAHﬁ.STANDARD anxnnss-.
PRACTICE.‘ AND THE MIDDLE HANAGERS BEGAN TO DOMINATE THE -

LIHE HANAGERS




BURIED UNDER THE HIDDLE HAHAGERS, THE LINE HANAGERS

" LOST THEIR ABILITY TO MAKE DECISIONS. INITIATIVE WAS
STIFLED. PRODUCTIVITY SUFFERED. |

| TODAY, FINALLY,ZTHE,SHARIER COMPANIES HAVE BEGUN TO
CHANGE THAT. uAﬁAchExT_BLOAT. IN MANY cqypgsxzs; 1s 3EIN§
REDUCED. FOR EXAMPLE, APPLE COMPUTER CUT ITS WORKE6R¢E B?,
20 ?ERCENT.' CESSNA.AIRQRAET SHAﬁED-STArF BY 21 fERCENT;
CO&BUSTIONlENGiNEﬁRIéé BY 20 PERCENT. CATERPILLAR HAS PARED
COSTS BY 25 PEkCENT'éﬁb WE'RE SEEINc HULt;B1LLIoN_noLLAR é
COMPANIES WITH CORPOEATE STAFFS.OF FEWER TﬁAN 100.

WE ALSO NEED oun UNIVERSITIES TO HELP. SOME ARE
BEGINNING TO. COURSES ARE BEGINNING TO POP UP ON GLOBAL
COMPETITIVENESS AHD‘STRATEGIC PLANNIEQ. HANUFACTURING.IS
STREsszD:IN;soﬁE, BUT NOT NEARLY ENOUGH, EUSINESS SCHOOL
CURRICULA, GETTING THE EMPFASIS OFF FINANCE AND MARKETING.

THIS WILL HELP. WE DON T NEED MANAGERS WHO ARE GOING

TO ANALYZE AND STUDY 4 PROBLEM TO DEATH. WE NEED MANAGER
WEO WILL ROLL UP THEIR SLEEVES AND SOLVE THE PROBLEM. YOU
CAN ONLY pd THAT IF fou UNDERSTAND TﬁE-BUSINﬁSS FRO&_TﬁE :
BOTTOM UP. | |

CLEARLY, VE ALS0 NEED MORE EHPHASIS ON RESEARCH AND

bEvEprxzwr. _TEN YEARS AGO, THE p.s,, VITE ABOUT 5 PERCENT
OF THE WORLD'S POPULATION, GENERATED 75 PERCENT OF THE
WORLD'S TECHNOLOGY. NOW OUR SHARE IS ABOUT 50 PERGENT.
" IT'S NOT SO MUCH A CASE OF US GENERATING LESS, BUT THE

" REST OF THE WORLD GEN@RATING MORE.




THIS counrkz'FALLiﬁc'BEuIND IN THAT AREA? TEAT'S OUR TURF,

OUR STRONGEST SUIT. WE HAVE THE BEST EDUCATED rxortz IN
Tﬁz‘ﬁonLn. THE MOST Fkﬁznou TO INVENT, YET OUR R&D
Décnxnzn, THE HOMELAKND OF EDISON BELL AND OTHERS fziL
BEEIND IK R&D. |

THAT' s.nzcxﬁﬁ:ne'wo CHANGE NOW. I SAW A SURVEY
RECENTLY THAT ssdws R&D ExfENDiTvREs.wERE 3.1 PERCENT OF
SALES IN-1985. TBAT S A LOT BETTER THAN IN THE 70s WHEN
AVERAGE WAS STUCK AT 2 PERCENT.

LAST YEAR INDUSTRIAL R&D HIT AN ALL- TIME HIGH AS &
PERCENTAGE OF OUR GNP, ABOUT 1.3 PERCENT. AND THERE ARE
_owaza_coqn SIGNS: INDUSTRY IS INCREASING FUNDING OF

UNIVERSITY RESEARCH AIMED AT NEW PRODUCTS. 1IN AUSTIN, TE

TEERE IS A LAB (MICRO-ELECTRONICS AND COMPUTER TECHNOLOGY

CORPORATION) WITH & $65 MILLION BUDGET AND A.STAFF OF 480

YALE'S BEEN WORKING ON CANCER RESEARCH WITH MONEY ngn -
BRISTOL -MYERS. | | .‘ |

ALL THAT' S GOOD. BUT oUR_éoHPETITORs AREVNOT STAND1
SIILL;‘ FUNDING AND SUPPORT OF . R&D Is INcREAs;NG Akouﬁn T
woRLD- EUROPE'S NEV?EUREkA AND ESPRIT PROJECTS.WILL FUNN
$2. BILLION INTO RESEARCH FOR FACTORY AUTOHATION ROBOTICS

AND OTHER AREAS IN THE. NEXT TWO YEARS._

THE GOVERNHEHT - FOR ITS PART IS PROPOSING CHANGES - 1

LAW TO GIVE FEDERAL LABS GREATER AUTHORITY TO ENTER JOINT

R&D ACTUALLY DECLINED DURING TEE 70s. CAN YOU IMAGINE

THE
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RESEARCB AGREEHENTS WITH PRIVATE PARTIES. THIS WOULD OPFN

FEDERAL LABS FOR PRIVATE USE TO. SPEED. up TECﬂNOLOGY

TRANSFER. THE ACT HAS PASSED THE novsz_Ann IS PENDING I3

THE SENATE.




BUT EVEN WEILE THAT IS HAPPENING, THERE IS AN R&D
VERTURE Auoﬁc AgcoﬁNE'NATIouAr LABORATORIES AND THE USX,
ARNCO, BETBLEHEH LTV AND NATIONAL STEEL CORPORATIONS
STEEL COMPANY ENGINEERS AND scxzur:srs WILL WORK WITH
FEDERAL LAB RESEARCHERS TO DEVELOP ADVANCED TECHNOLOGIES
:o.RzPLAgz_dssoLETE-coxt OVENS AND BiASTHFUkNAéES;

THEY'LL TRY TO DEVELOP A LEAPFROG TECHNOLOGY TO REGA

: HARKET POSITIOR AND PUT THBH AHEAD OF WORLD COMPETITION.:.
CLEARLY A MAJOR WEARNESS IN OUR OVERALL COMPETITIVE'

CAPABILITY-HAS BEEN HANUFACTURING,TECHNOLOGY. WE' LL_KEE}.

LOSING GROUND NO MATTER HOW MANY STATE-OF-THE-ART PRODUCT

VE DEVELOP, IF OUR FOREIGN COMPETITORS CAN TEEN MAKE THOS
peckiag | - _

PRODUCTS FASTER, BETTER AND CHEAPER.

- TEE UNITED STATES DEVELOPED ROBOTICS. THE UNITED
STATES DEVELOPED AUTOMATION. AND, THE UNITED STATES
DEVELOPED'siATIsIICAL QUALITY CONTROL TECHNIQUES. BUT WE
BEEN TOO SLOW IN APPLYING THEM. o

JAPAN, SWEDEN AND OTHERS HAVE BEEN MUCH MORE AGGRESS
IN APPLYING PROCESS TECHNOLOGY, RESULTING IN LOWER COSTS
ch;;;‘ggzzz;;\*ﬁ““"" N | |

OUR HANUFACTURING PROCESSES SHOULD BE A STRATEGIC

ADVANTAGE THEY CERTAINLY USED TO BE. SOUND HANAGEMENT

COUPLED WITH AUTOHATION CAN WORK WONDERS. -WE CAN RE—iEAB
THAT FROH OUR COHPETITORS IF WE HAVE TO - THEY LEARNED I

FROM US IN THE FIRST PLACE.
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I WON'T STAND HERE AND PRETEND THAT THE ADMINISTRATION

HAS soLvEn'ALi THE PR03LEMS_WE'RAVE.“ BUT T ALSO won':'swﬁunf-
HERE wnILs'stEfPOINT AT fﬂg FEDERAL COVERNMENT AS THE
PﬁOBLEH}l WHY? : | | A' |
WELL, THE ECONOMY\HAS BEEN GROWING FOR 45 STRAIGET
 MONTHS. SLUGGISH NOW, BUT STILL GROWING AND IN KO DANGER
6F RECESSION. TAXES HAVE EEEN CUT. ,INFLATIQN -— WHICH

EVERYONE FIVE YEARS AGO THOUGHT WOULD BE EVER-ESCALATING

IS WAY, WAY DOWN. REGULATORY REQUIREMENTS HAVE BEEN REDUCED.
Ii WOULD TAKE ME THREE HOURS_TO LIST ALL THEQADVANCESQ
WE'VE MADE_IN inknt, BUT I'LL LIST A FEW: THE ndLLAR.Is naz'
DOWN. WE'VE'GOT'A PLAﬂ TO EASE TﬁE,DEBT‘BﬁRDEN OF:THE b
DEVELOPING COUNTRIES TO TRY TO GET THEM BACK TO wnznﬁ THEY
CAN BUY PRODUCTS. WE'VE Enfonckn OUR-FAIR TRADE LAWS FAR
MORE vicoaousLY THAN ANY ADMINISTRATION AND WILL CdNTIﬁUErTD

DO SO.

IN FACT, THERE'S'ﬁEEN A 20ﬁ PERCENT INCREASE IN |
INITIATING ANTIDUMPING AND COUNTERVAILING DUTY CASES BETWEEN

1980 Ann‘Lsss.'

'WE'VE GOT AGREEMENTS ON STEEL WHERE FOREIGNERS WERE |
SUBSTDIZING. WE'RE WORKING OF AN AGREEHENT ON MACHINE
TOOLS. WE'VE GOT TALKS GOING OF IELECOHMNICATIONS_IN EUROPE
WHERE MARKETS ARE CLOSED. | R
WE'VE DEALT.WIiH_J;PAH OF SENICONDUCTORS WHERE THEY WERE
ﬁUMPINé; WE'VE DEALT ﬁiTH.BRAZIL‘Oﬁ INFORMATICS ﬁHEkE MARKETSi
ARE CLOSED. WE'RE WORKING 'AROUND TEHE GLOBE ON INTELLECTUAL

PROPERTY RIGETS WHERE WE'VE BEEN TAKEN ADVANTAGE OF TO THE'

TUNE OF-BILLIONS‘QF DOLLARS.




FLEXIBLE MANUFACTURING SYSTEMS, FEATURING ADVANCED
TECENOLOGIES SUCE AS CAD/CAM, ROBOTICS AND AUTOMATED

MANUFACTURING CELLS UNDER THE INTEGRATED CONTROL OF A

COMPUTER, ARE BECOMING MORE COMMON. BUT NOT COMMON ENOUGH.
WE NEED SUCCESS STORIES. SUCCESS STORIES SUCH AS:
~= ALAN-BRADLEY, AT ITS $15 HILLION 'MILWAUREE ELECTRICAL
coﬁTRAcrprrAcrprrz, HASVINCORPORATED A FLEXIBLE uanuracwnnxuc 
SYSTEM OF 50 nAcaxnzs_wnxéa-cau PRODUCE MOTOR STAR?ERS.IN 125
DIFFERENT CONFIGURATIONS AT THE'RATE-br GOO:AN ﬁoun.
IT IS ALSO MAKING 4.5 TIMES AS MANY CONTROLLER HODULES
TODAY AS IT DID IN 1982 -~ IN THE SAHE SPACE.
-~ DIABLO CORPORATION, A XEROX SUBSIDIARY'IH Faznonx,_'
CALIFORHIA HAS.AUTOMATED ITS PRINTEk'MAﬁﬁFACTﬁRiNG FACTﬁRY,
AND ACHIEVED A 60 PERCENT REDUCTION IN DIRECT LABOR CONTENT IN
CITS PRINTERS AS A RESULT.
| -— A SMALL NEW YORK SWEATER MANUFACTURER. REPORTS THAT
IT HAS CUT LEAD TIMES FROM 6 MONTHS 10 2 nonrns, TO CREATE A
NEW DESIGN AND GET IT TO MARKET. TEAT'S THETR ANSWER 0|
TEXTILE IMPORTS FROM LOW WAGE counrnxzs USING CAD AND
'COHPUTERIZED MANUFACTURING SYSTEHS, THE COMPANY RESPONDS.
‘QUICKLY TO consunsa DEMAND. o | | :
. THESE ARE soyz OF THE succass STORIES. BUT IOOIHANY
OTHER COMPANIES ARE WAITING ON THE SIDELINE, POINTING Ar THE
GOVERNMENT AS THE PROBLEN. | |
'~ WELL, WE HAVE 4 PRESIDENT IN WASEINGTON WHO IS MOST
'SENSITIVE TO TEE NEEDS OF BUSINESS AND WHO KNOWS THAT THE
_savidn OF THIS COUNTRY IS THE PRIVATE SECTOR, NOT THE FEDERAL

. GOVERNMENT.




.

SYOUR RIVALS ABROAD._

.HAVE BEEN ELIHINATED BCTT THREE TIHES AS HANY PEOPLE ARE

10

S0, IT'S TOQ EASY TO BLAME ALL THE PROBLEMS ON THE

o B o | o |
GOVERNMENRT AND'égY BACK WHEN IT COHES TO'YOUR OWN COMPANY

OR YOUR OWN WORKPLACE AND EOW YOU ARE GOING T0 OUTCOMPETE

YES, GOVERNMENT 5 GOT MORE TO Do. WE'VE GOT TO GET
HANDLE ON OUR BUDGET DEFICIT BUT THE PRESIDENT IS TRYING

TO_CONVINCE CONGRESS TO DO THAT. WE'VE GOT TO MAKE SURE

HAVE A TAX- SYSTEM CONDUCIVE TO ECONOMIC GROHTB}: AND YOU!RE

ABOUT TO SEE THAT HAPPEN,

BUT INDUSTRY CANNOT HOLD BACK. YOU'VE GOT TO MAKE THE

COHMITMENT TO‘ADVANCED HANUFACTURINC TECENOLOGIES AND

OVERRIDE THE HUHAN RELUCTANCE TO CHANGE

KE

REMEHBER, IT WAS ONLY A FEW YEARS AGO THAT MANY CALLED

AUTOMATION AN UNSTOPPABLE FORCE THAT WGULD LEAD TO HASSIVE

UNDEREMPLOYHENT

WELL, TODAY, THIS COUNTRY IS MORE AUTOMATED THAN EVER

BEFORE, AND MORE PEOPLE ARE EMPLOYED TODAY THAN AT ANY OTHER

TIME IN HISTORY BOTH BY NUMBERS AND AS A PERCENTAGE OF THE

POPULATION.

WE SHOULD NOT FEAR AUTOHATION WHERE COSTS CAN BE

LOWERED OVER HALF OF ALL JOBS THAT EXISTED 100 YEARS AGO_

'WORKING.

OUR HISTORY_HAS BEEN ONE OF CONSTANT CHANGE. AHERICANS

HAVE BEEN THE WORLD'S BEST AT ADAPTING TO CHANGE, AND

LEADING CHANGE.
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fASTER THAN.EVER BEFORE AND ON A PLANNED, LONG TERM BASIS,

 BECAUSE IF AMERICAN BUSINESS HESITATES, IT WILL BE LEFT
AT THE DOCK WATCHING FAR-SIGHTED COMPETITORS PULL AWAY.

I SEE TOO MAKY COMPANIES CHANGING TODAY NOT TO BE OPTIMI

it

VE'VE GOT TO KEEP DOING THAT, BUT WE'VE GOT TO DO IT

STIC.




