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Mr.  W i l l i a m  L. Ba t t  was  p r e s i d e n t  of SKF I n d u s t r i e s  ( A m e r i c a n  
s u b s i d i a r y  of the S~vedish B a l l  B e a r i n g  C o m p a n y ) f r o m  1923 un t i l  h i s  
r e t i r e m e n t  in  1950. He was  b o r n  in  S a l e m ,  Ind iana ,  and a t t e n d e d  
P u r d u e  U n i v e r s i t y  f r o m  wh ich  he r e c e i v e d  the d e g r e e  of M . E .  in  1•907. 
A f t e r  g r a d u a t i o n  he was  e m p l o y e d  by H e s s - B r i g h t  M a n u f a c t u r i n g  C o m -  
pany,  in  a r e s e a r c h  capac i ty .  In 1919 th is  c o r p o r a t i o n  w a s  m e r g e d  
wi th  SKF I n d u s t r i e s  and Mr.  Ba t t  was  e l e c t e d  g e n e r a l  m a n a g e r  of the 
l a t t e r  c o m p a n y ,  b e c o m i n g  p r e s i d e n t  in  1923. He was  a v i c e - c h a i r m a n  
of the War  P r o d u c t i o n  B o a r d ,  A m e r i c a n  m e m b e r  of the C o m b i n e d  Raw 
M a t e r i a l s  B o a r d ,  C o m b i n e d  P r o d u c t i o n  and R e s e a r c h  B o a r d ,  and 
C o m b i n e d  J o i n t  U. S. - C a n a d i a n  P r o d u c t i o n  B o a r d  (a l l  d u r i n g  W o r l d  
W a r  II). He r e c e i v e d  the  Bok Award ,  1942; the  Gant t  Meda l ,  1950 ;  
H o o v e r  Meda l ,  1951; and A m e r i c a n  S t a n d a r d s  Meda l ,  1952. He i s  an 
h o n o r a r y  m e m b e r  of the  A m e r i c a n  Soc ie ty  of M e c h a n i c a l  E n g i n e e r s ,  
of wh ich  he  i s  a pas t  p r e s i d e n t ,  and of o t h e r  s c i e n t i f i c  s o c i e t i e s .  He 
w a s  ch i e f  of the  ECA M i s s i o n  to G r e a t  B r i t a i n  and M i n i s t e r  f o r  E c o n o m -  
i c s  and  F i n a n c e  to the  E m b a s s y ,  and  U. S. r e p r e s e n t a t i v e  of D e f e n s e  
P r o d u c t i o n  B o a r d ,  NATO, 1950-1952,  and has  b e e n  a m e m b e r  of the  
a d v i s o r y  c o m m i s s i o n  on V o l u n t a r y  F o r e i g n  Aid. 
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P R O D U C T I O N  IN A L L I E D  C O U N T R I E S  

5 M a r c h  1956 

G E N E R A L  HOLLIS :  G e n t l e m e n :  
g u i s h e d  l e c t u r e r  in  the p e r s o n  of Mr .  
h i s  b i o g r a p h y .  

We h a v e  th i s  m o r n i n g  a d i s t i n -  
W i l l i a m  L. Bat t .  You  have  r e a d  

Th i s  l e c t u r e  r e p r e s e n t s  a c o n s u m m a t i o n  of m y  f i r s t  o f f i c i a l  a c t  
a s  C o m m a n d a n t .  I g r e w  up in the s h a d o w  of the c l o c k  t o w e r  a t  P u r d u e  
U n i v e r s i t y ,  and  f o r  a good p a r t  of m y  l i fe  I have  h e a r d  of B i l l  B a t t  as  
one  of the  d i s t i n g u i s h e d  a l u m n i  o f / tha t  i n s t i t u t i o n .  

It w a s  m y  p l e a s u r e ,  though,  to m e e t  h i m  fo r  the  f i r s t  t i m e  l a s t  
s u m m e r  at  a c e r e m o n y  at V a l l e y  F o r g e  M i l i t a r y  A c a d e m y  w h e n  t h e r e  
w a s  a r e v i e w  f o r  M r .  Wi l son ,  and M r .  Ba t t  w a s  a l s o  t h e r e .  K n o w i n g  
I w a s  c o m i n g  h e r e ,  h a v i n g  s o m e  o r d e r s  in  m y  p o c k e t ,  and  w i thou t  
any  a u t h o r i t y  w h a t s o e v e r ,  I i n s i s t e d  at  tha t  t i m e  tha t  he  s h o u l d  c o m e  
and  l e c t u r e  fo us  th i s  y e a r .  

H e  h a s  h a d  a fu l l  l i fe  in  i n d u s t r y  and h a s  m a n a g e d  to s u p e r i m p o s e  
on tha t  b u s y  l i fe  a long ,  a l m o s t  f u l l - t i m e  c a r e e r  as  a d i s t i n g u i s h e d  
publ ic  s e r v a n t ,  a s  you  know.  

W h e t h e r  o r  not  i t  i s  a p r a c t i c a l  v i e w p o i n t  tha t  he  b r i n g s  to u s ,  
s u c h  a v i e w p o i n t  I thought  w a s  b r o u g h t  out  by a r e m a r k  he  m a d e  to m e  
quo t ing  A b r a h a m  L i n c o l n ,  w h e n  I m e t  h i m  l a s t  s u m m e r .  He to ld  of the  
r e m a r k  of L i n c o l n  in  w h i c h  the P r e s i d e n t  s t a t e d ,  "I  c a n  m a k e  a n o t h e r  
M a j o r  G e n e r a l  in  t en  m i n u t e s ,  but  an  A r m y  m u l e  w i l l  c o s t  s ix ty  do l -  
l a r s .  " 

It  i s  a g r e a t  p l e a s u r e  f o r  m e  to i n t r o d u c e  M r .  Ba t t  to the C l a s s  
of 1956. 

MR. B A T T :  G e n e r a l  H o l l i s  and  G e n t l e m e n  of the I n d u s t r i a l  Col~ 
l e g e  of the A r m e d  F o r c e s :  I a m  h e r e  u n d e r  s o m e  d i f f i c u l t i e s  t h i s  
m o r n i n g ,  a s  you  w i l l  g a t h e r  w h e n  you  l i s t e n  to m e .  I h a v e  a co ld  tha t  
I h a v e  not  b e e n  ab l e  t o  ge t  r i d  of, and  I wou ld  m u c h  r a t h e r  h a v e  b e e n  
h o m e  in  b e d  today ,  but  I had  s a i d  I wou ld  c o m e ,  and I h a v e n ' t  s e e n  a 
co ld  k i l l  anybody  ye t .  So I a m  h e r e ,  but  i t  i s  go ing  t o  be  d i f f i cu l t  f o r  
m e ,  and  i t  m a y  be  u n p l e a s a n t  fo r  you.  
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The a d v a n t a g e  of a m e e t i n g  l ike  th is  i s  that  one can  ta lk  i n f o r m a l l y ,  
as  I i n t e n d  to do, and  then  s u b j e c t  h i m s e l f  to w h a t  i s  c a l l e d  a u d i e n c e  
p a r t i c i p a t i o n ,  q u e s t i o n  and a n s w e r ,  w h i c h  s o m e t i m e s  b r i n g s  out  the  
m o s t  u s e f u l  p a r t  of the s u b j e c t .  If I w e r e  w e l l  enough  I wou ld  en joy  
th i s  m o r n i n g  b e c a u s e  wha t  you  a r e  do ing  i s  wha t  I have  f u s s e d  a r o u n d  
wi th  in  G o v e r n m e n t  f o r  the l a s t  s i x t e e n  y e a r s ,  one  w a y  o r  a n o t h e r ,  
s t a r t i n g  wi th  the W a r  P r o d u c t i o n  B o a r d ,  o r  i t s  p r e d e c e s s o r  a g e n c y  in 
1940. I c a m e  down fo r  two .months  and s t a y e d  s ix  y e a r s .  I w a s  wi th  the 
G o v e r n m e n t  i n f o r m a l l y  in one  f a s h i o n  o r  a n o t h e r  a f t e r  the w a r  and  p a r °  
t i c u l a r l y  in the s e t u p  of the M a r s h a l l  p lan.  I wen t  to L o n d o n  in  1950 
w h e n  I l e f t  b u s i n e s s  as  Ch ie f  of the M a r s h a l l  p l an  fo r  G r e a t  B r i t a i n  and  
w a s  in  t ouch  wi th  o u r  g o v e r n m e n t a l  p r o b l e m s  t h e r e  v e r y  d i r e c t l y  f o r  
t h r e e  y e a r s ,  and  i n d i r e c t l y  and s o m e w h a t  Unof f i c i a l ly  s i n c e .  D u r i n g  
m y  o f f i c i a l  s t a y  in E u r o p e ,  I had  the h o n o r  of r e p r e s e n t i n g  the D e f e n s e  
D e p a r t m e n t  on a l l  NATO P r o d u c t i o n  M a t t e r s .  

What  you  a r e  s t u d y i n g  is  the l ine  a l o n g  w h i c h  m y  e x p e r i e n c e  h a s  
b e e n  c a s t .  I know n o t h i n g  w h a t s o e v e r  abou t  s t r a t e g y  o r  the f i g h t i n g  
s i d e  of a m i l i t a r y  m a n ' s  job;  but  I know s o m e t h i n g  about  the  supp ly  s i d e ,  
and a m  k e e n l y  i n t e r e s t e d  in  i t .  I t  s e e m s  to m e  tha t  i t  i s  l i k e l y  to be  of 
i n c r e a s i n g  s i g n i f i c a n c e  in  any  f u t u r e  e m e r g e n c y  r a t h e r  than  l e s s .  

You a r e  f o r t u n a t e  tha t  you  have  th i s  o p p o r t u n i t y  f o r  s u c h  a w ide  
and  v a r i e d  t r a i n i n g .  It  s h o u l d  g r e a t l y  i n c r e a s e  y o u r  i n t e r e s t  in  y o u r  
w o r k  and  y o u r  va lue  to y o u r  c o u n t r y .  

I p r o p o s e  to ta lk  abou t  p r o d u c t i o n  h e r e  and  a b r o a d ,  f i r s t  f r o m  the  
c i t i z e n ' s  a n g l e ,  the i n t e r e s t  tha t  a c i t i z e n  h a s  in  e x p o r t s  and  i m p o r t s ,  
and  s e c o n d ,  the c o n c e r n  tha t  the m i l i t a r y  m a n  in  the U n i t e d  S t a t e s  h a s  
in  p r o d u c t i o n  h e r e  and a b r o a d ,  f i na l l y  c o n t r a s t i n g  the two.  I s h a l l  go 
in to  s o m e  l i t t l e  d e t a i l  as  to the e x p e r i e n c e  of o u r  a l l i e s  a b r o a d  to sup -  
po r t  t h e m s e l v e s ,  to s u p p o r t  not  on ly  the p e r s o n n e l  w h i c h  t hey  p r o v i d e  
but  to s u p p o r t  the m a t e r i a l  w h i c h  we w i l l  h a v e  f u r n i s h e d  t h e m  in the  
p e r i o d  f r o m  1951 down to w h a t e v e r  da te  one m a y  b e  c o n s i d e r i n g .  We 
s h a l l  c o n s i d e r  the d i f f e r e n c e s  in p r o d u c t i o n  h e r e  and  a b r o a d ,  and  i n d i -  
c a t e  r e a s o n s  why those  d i f f e r e n c e s  ex i s t .  I t  i s  i m p o r t a n t  to c o n c l u d e  
w h e t h e r  t h o s e  d i f f e r e n c e s  a r e  l i k e l y  to i n c r e a s e  o r  d e c r e a s e .  I s h a l l  
t a lk  about  the ~ f f e c t i v e n e s s  of s t e p s  t a k e n  t o w a r d  the poo l ing  of r e -  
s o u r c e s  b e t w e e n  o u r  a l l i e s  a b r o a d ,  and b e t w e e n  o u r s e l v e s  and  thos~e 
a l l i e s .  I s h a l l  go into  o f f s h o r e  p r o c u r e m e n t  a t  s o m e  l eng th ,  b e c a u s e  
i t  i s  the one l a r g e ,  p r a c t i c a l  p i e c e  of e x p e r i e n c e  w h i c h  the  U n i t e d  
S t a t e s  has  had  in  b u y i n g  m i l i t a r y  r e q u i r e m e n t s  a b r o a d .  Then  f i n a l l y  
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I s h a l l  t a lk  about  c o n s i d e r a t i o n s  of s e c u r i t y  as  t hey  a f fec t  the p r o -  
d u c t i o n  of c r i t i c a l  i t e m s  h e r e  and  a b r o a d .  

As to e x p o r t  and  i m p o r t ,  a l l  tha t  n e e d s  to be  done  i s  v e r y  h a s t i l y  
to t h r o w  up a s o r t  of b a c k d r o p  as  to the k inds  of goods  we  i m p o r t  and  
e x p o r t  and t h e i r  r e l a t i o n  to the p r o d u c t i v e  c a p a c i t i e s  of th is  c o u n t r y  
and  a b r o a d .  You know we i m p o r t  l a r g e l y  r a w  m a t e r i a l s ,  m e t a l l i c  and  
n o n m e t a l l i c  o r e s ,  s o m e  of w h i c h  we a r e  a l m o s t  w h o l l y  w i t h o u t ,  and  
s o m e  of w h i c h  we have  on ly  a p a r t - t i m e  s u p p l y - - i r o n ,  c o p p e r ,  t in,  
n i c k e l ,  z inc ,  o i l ,  b a u x i t e ,  and  m a n g a n e s e .  T h o s e  a r e  t y p i c a l  of the 
p r i n c i p a l  m e t a l l i c  and  n o n m e t a l l i c  m a t e r i a l s  i m p o r t e d  in  l a r g e  quan t i ty ,  
and  on w h i c h  w e  d e p e n d  upon  the r e s t  of the w o r l d ,  in  w h o l e  o r  in  p a r t ,  
fo r  o u r  supp ly .  

In the a r e a  of f i n i s h e d  goods ,  b i c y c l e s  and  w a t c h e s  a r e  two ou t -  
s t a n d i n g  c o n s u m e r - g o o d s  i t e m s .  T h e r e  a r e  s o m e  w o o l e n  t e x t i l e s ,  
and,  of c o u r s e ,  s u c h  a th ing  as  w h i s k e y .  The e x t e n t  of o u r  i m p o r t a -  
t ion  of f i n i s h e d  goods  is  l a r g e l y  r e l a t e d  to the k ind  of r e s t r i c t i v e  o r  
p e r m i s s i v e  l e g i s l a t i o n  we  m a y  h a v e ,  the t a r i f f  o r  o t h e r  b a r r i e r s  tha t  
m a y  l i m i t  the f low of i m p o r t e d  m a n u f a c t u r e d  goods .  

On the e x p o r t  s i de  t h e r e  a r e  a g a i n  r a w  m a t e r i a l s ,  but  an  e n t i r e l y  
d i f f e r e n t  k i n d - - l a r g e l y  a g r i c u l t u r a l ,  co t ton ,  w h e a t ,  t o b a c c o ,  a p p l e s ,  
and  the  l i ke .  T h e s e  r e p r e s e n t  the bu lk  of o u r  r a w - m a t e r i a l  e x p o r t s .  
But  a w h o l e  r a n g e  of h i g h l y  d e v e l o p e d  m a n u f a c t u r e d  i t e m s  go a b r o a d ,  
l a r g e l y  the p r o d u c t s  of m a s s  p r o d u c t i o n ,  o r  the t h ings  u n i q u e l y  d e -  
v e l o p e d  in  the Un i t ed  S t a t e s  b e c a u s e  of o u r  h i g h - w a g e  c o s t s .  Au to -  
m o b i l e s ,  m a c h i n e  t o o l s ,  of f ice  e q u i p m e n t ,  and e l e c t r i c a l  e q u i p m e n t  
a r e  t y p i c a l  of the m a n u f a c t u r e d  i t e m s .  Mos t  of t h e s e  as  I s a i d ,  h a v e  
b e e n  d e v e l o p e d  in  the U n i t e d  S t a t e s  to a poin t  w h e r e  t hey  a r e  s u p e r i o r  
to w h a t  can  be had  in  E u r o p e ;  i t  i s  i m p o r t a n t  to no te  tha t  we  have  de -  
v e l o p e d  t h e m  in  c o n s i d e r a b l e  p a r t  at  l e a s t ,  b e c a u s e  of o u r  h igh  and  
s t e a d i l y  i n c r e a s i n g  w a g e  l e v e l s .  

Now, of c o u r s e ,  the  way  we m e e t  t h o s e  m o u n t i n g  w a g e  l e v e l s ,  o r  
a t t e m p t  to m e e t  t h e m  i s  by i n c r e a s e d  p r o d u c t i v i t y ,  and that  i n c r e a s e d  
p r o d u c t i v i t y  r e q u i r e s  h e a v i l y  i n c r e a s e d  c a p i t a l  i n v e s t m e n t .  

In s u m m i n g  up the e x p o r t - i m p o r t  p i c t u r e ,  i t  s e e m s  to m e  a sound  
c o n c l u s i o n  that  the l a r g e r  the v o l u m e  of w o r l d  t r a d e ,  the s t r o n g e r  o u r  
m i l i t a r y  p 6 s t u r e ,  s i n c e  t h e r e  wi l l  have  b e e n  d e v e l o p e d  in the w o r l d  a 
g r e a t e r  v e r s a t i l i t y  in m a n u f a c t u r e .  T h e r e  c e r t a i n l y  w i l l  h a v e  had  to be  
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an i m p r o v e m e n t  in  p r o d u c t i v i t y  in  E u r o p e  if  i t  i s  to c o m p e t e  e f f ec -  
t ive ly  wi th  us  in m a n u f a c t u r e d  goods .  Mos t  i m p o r t a n t l y  as  th is  c o m e s  
about,  the.re wi l l  have  b e e n  d e v e l o p e d  in  E u r o p e  what  is  s o  c r i t i c a l l y  
n e e d e d ,  b e t t e r  m a n a g e m e n t  and b e t t e r  d i s t r i b u t i o n .  

It s e e m s  to m e  t h e r e f o r e  a r e a s o n a b l e  c o n c l u s i o n ,  that  a h i g h e r  
s t a n d a r d  of l iv ing  in  o t h e r  p a r t s  of the w o r l d ,  g r e a t e r  i n t e r c h a n g e  of 
peop le ,  and a l a r g e r  m o v e m e n t  of i n d u s t r i a l  cap i t a l ,  a l l  of t hose  
c r e a t i n g  m o r e  peace fu l  cond i t i ons ,  r e p r e s e n t  m o r e  s a f e t y  fo r  the 
wor ld ;  of c o u r s e  sa fe ty  i s  the  u l t i m a t e  o b j e c t i v e  of m i l i t a r y  peop le ,  
as wel l .  

I e m p h a s i z e  th is  p e a c e t i m e  c h a r a c t e r i s t i c  in  the na t i ons  of 
E u r o p e ,  b e c a u s e ,  as I i n d i c a t e d  at the  ou t s e t ,  i t  s e e m s  to m e  that  a 
fu tu re  d e f e n s e  w i n  depend  m o r e  l a r g e l y  on the r e s o u r c e s  of the coun-  
t r i e s  i n v o l v e d  than  e v e r  b e f o r e ,  and tha t  t hose  r e s o u r c e s  wi l l  h a v e  to 
be t h o s e  wh ich  a r e  d e v e l o p e d  in  n o r m a l  p e a c e t i m e  a c t i v i t i e s .  

It  wi l l  be  m y  c o n c l u s i o n  t h e r e f o r e  tha t  m i l i t a r y  c o n s i d e r a t i o n s  
r e s t  h e a v i l y  on p r o d u c t i v e  c a p a c i t i e s  and on c e r t a i n  p e a c e t i m e  e l e -  
m e n t s  c l o s e l y  r e l a t e d  t h e r e t o ,  v e r y  m u c h  as ou r  n o r m a l  p e a c e t i m e  
l i fe  does .  P e r h a p s  one could  f ind an e x a m p l e  today  in  the a t t e m p t  of 
the s e r v i c e s  to  v a l i d a t e  the i i  ~ c l a i m s  fo r  m o r e  o r  l e s s  f i n a n c i a l  sup -  
por t  f r o m  the G o v e r n m e n t ,  b a s e d  on the c o m p a r a t i v e  p r o d u c t i v e  
c a p a c i t i e s  of ou r  only  p o t e n t i a l  e n e m y  and o u r s e l v e s .  The  m o m e n t  
s o m e o n e  m a k e s  a n ' o f f i c i a l  s t a t e m e n t  wi th  any s u b s t a n c e  to it ,  to the  
e f fec t  that  the R u s s i a n s  a r e  now able  to do s o m e t h i n g - - p e r h a p s  i t  i s  
an a i r c r a f t  p r o g r a m ,  o r  gu ided  m i s s i l e ,  o r  w h a t e v e r  i t  m a y  h e - ° s o m e -  
th ing  b e t t e r  th~n they  h a v e  b e e n  doing,  o r  that  we think they  h a v e  b e e n  
d o i n g - - w h a t  fo l lows  ? You f ind  i m m e d i a t e l y  a d e s i r e  to e n l a r g e  ou r  
p r o g r a m .  The s e r v i c e s  ask  fo r  l a r g e r  a p p r o p r i a t i o n s ,  and they  a r e  
l i ke ly  to ge t  t hem.  C o r r e s p o n d i n g l y ,  if we f ind o u r s e l v e s  m o r e  c o m -  
fo r t ab ly  s i t u a t e d  vis-a-vis our  only p o s s i b l e  e n e m y ,  p r o d u c t i o n w i s e ,  
t hen  you f ind a p p r o p r i a t i o n s  fo r  m i l i t a r y  p r o g r a m s  e a s i n g  off. 

I t  i s  m y  concep t  that ,  of t h e s e  b a s i c  c i v i l i a n  i t e m s  wi th  wh ich  the  
m i l i t a r y  m u s t  be  c o n c e r n e d  in d e v e l o p i n g  a f u t u r e  d e f e n s e  p r o g r a m ,  
the m o s t  i m p o r t a n t  has  to do wi th  m a n a g e m e n t .  I s p e c i a l l y  e m p h a s i z e  
that  c o nc lu s ion ,  b e c a u s e  i t  i s  not  a d e q u a t e l y  a p p r e c i a t e d .  When  we 
th ink about  i n c r e a s i n g  p r o d u c t i v i t y ,  i t  i s  u s u a l  to th ink  in  t e r m s  of a 
n o n e f f i c i e n t  o r  m o r e  c o o p e r a t i v e  l a b o r  f o r c e .  Th is  i s  of c o u r s e  an 
e s s e n t i a l ,  bu t  such  a r e s u l t  w i l l  o r d i n a r i l y  c o m e  only t h rough  m a n a g e -  
m e n t  s k i d  and ap t i tude .  I v e n t u r e  to say  that  the o v e r r i d i n g  i m p o r t a n c e  



01.90"2 

of good m a n a g e m e n t  i s  s o m e t h i n g  w h i c h  the m i l i t a r y  h a v e  not  in  the 
pas t ,  fu l ly  a p p r e c i a t e d .  T h e y  m a y  be  b e g i n n i n g  to a p p r e c i a t e  i t  t oday ,  
but  i t  w o u l d  s e e m  to m e  tha t  the D e f e n s e  D e p a r t m e n t  c o u l d  w e l l  h a v e  
a s t r o n g  g r o u p  s t u d y i n g  m a n a g e m e n t  and m a n a g e m e n t  m e t h o d s .  

In  e v e r y t h i n g  I s a y  today  you  w i l l  f ind e m p h a s i s  on b e t t e r  m a n a g e -  
m e n t  at  a l l  l e v e l s .  If I l e a v e  no o t h e r  thought  wi th  you  s ave  tha t  one ,  
tha t  a s t r o n g  d e f e n s e  p o s i t i o n  c a n  not  be d e v e l o p e d  h e r e  o r  a b r o a d  s a v e  
on the b a s i s  of b e t t e r  m a n a g e m e n t ,  then  I s h a l l  f e e l  tha t  m y  t i m e  h a s  
b e e n  w e l l  w o r t h w h i l e .  

T h a t  b r i n g s  m e  to c o m p a r i n g  m a n a g e m e n t  h e r e  and a b r o a d  in 
s o m e  de t a i l .  You know how it  i s  in  g e n e r a l i t i e s  s u c h  as  th i s .  One i s  
apt  to be  s w e e p i n g  and say  s o m e  th ings  wh ich  a r e  not  a p p l i c a b l e  to a l l  
s i t u a t i o n s .  I hope  you  w i l l  m a k e  s u c h  a l l o w a n c e  f o r  m e  today .  When  
I ta lk  abou t  p r o d u c t i v i t y ,  I c e r t a i n l y  have  in  m i n d  m u c h  more~ than  the 
n u m b e r  of w i d g e t s  p e r  m a n  p e r  h o u r  p e r  m a c h i n e ,  b e c a u s e  p r o d u c t i v i t y  
in the s e n s e  in  w h i c h  A m e r i c a  has  d e v e l o p e d  i t ,  and  w h i c h ,  as  a m a t t e r  
of fac t ,  w a s  one of the m a i n  t h e m e s  of the M a r s h a l l  p lan ,  i s  s o m e t h i n g  
f a r  b r o a d e r  than m e r e l y  p r o d u c i n g  a d d i t i o n a l  p i e c e s .  P r o d u c t i v i t y ,  as  
tha t  c o n c e p t  w o u l d  h a v e  i t ,  c o v e r s  the w h o l e  g a m u t  of p r o d u c i n g  goods  
and  d i s t r i b u t i n g  t h e m  and  ge t t i ng  pa id  fo r  t hem;  i n d e e d ,  ge t t i ng  t h e m  
a d e q u a t e l y  u s e d ,  b e c a u s e  i t  wi l l  i n c l u d e  i n t e l l i g e n t  s e r v i c e  s u p e r v i s i o n .  

In E u r o p e ,  u n f o r t u n a t e l y ,  t h e r e  i s  a l m o s t  no c o n c e p t  of " m o r e  
goods  f o r  m o r e  peop le  at  l o w e r  p r i c e s .  " The E u r o p e a n  g e n e r a l l y  h a s  
l i t t l e  c o m p e t i t i o n  to c o n t e n d  wi th .  I f  t h e r e  w e r e  one ,  s i n g l e ,  ou t -  
s t a n d i n g  d i f f e r e n c e  b e t w e e n  E u r o p e  and  the U n i t e d  S t a t e s  in t h i s  a r e a  
of p r o d u c t i v i t y - - b r o a d l y  s t a t e d ,  i t  wou ld  be," I th ink ,  in  the g e n e r a l  
a b s e n c e ,  of c o m p e t i t i v e  p r e s s u r e .  I e m p h a s i z e  tha t ,  and I c a n n o t  
e m p h a s i z e  i t  too m u c h .  b e c a u s e  i t  i s  the v e r y  h e a r t  of the d i f f e r e n c e  
b e t w e e n  wha t  h a p p e n s  in  the U n i t e d  S t a t e s  and wha t  h a p p e n s  any p l a c e  

e l s e .  

When  I c o m e  h o m e  f r o m  m y  m a n y  t r i p s  to E u r o p e ,  i t  i s  i n v a r i a b l y  
w i t h  a new r e s p e c t  f o r  the  Un i t ed  S t a t e s .  S u r e l y  we do a lo t  of th ings  
in  a c o c k e y e d  w a y - - t h e r e ' s  no doubt  about  t h a t - - b u t ,  b a s i c a l l y ,  w h e n  
i t  c o m e s  to d e v e l o p i n g ,  p r o d u c i n g ,  and  d i s t r i b u t i n g  goods  and p r o v i d i n g  
a b e t t e r  s t a n d a r d  of l i v ing  f o r  ou r  peop le ,  t h e r e  i s  no c o u n t r y  in the  
w o r l d  tha t  c a n  touch  us .  

5 



L e t  m e  r e p e a t  the c o n v i c t i o n  that  c o m p e t i t i o n  i s  the  l a r g e s t ' s i n g l e  
f a c t o r  r e s p o n s i b l e  fo r  that .  C o m p e t i t i o n  is  s o m e t h i n g  a , m a n  r u n n i n g  
a b u s i n e s s  d o e s n ' t  a lways  l ike .  It i s , f i n e  fo r  e v e r y b o d y  e x c e p t  h i m s e l f .  
It i s  d i f f i cu l t  m e d i c i n e  to take ,  but  i t  i s  good fo r  us ,  and  we know i t .  
C o m p e t i t i o n  b r i n g s  about  new d e s i g n s .  When  does  E u r o p e  b r i n g  out 
new d e s i g n s  on any th ing  ? Oh, we l l ,  m a y b e  when  the  too l s  r un  out  and  
i t  i s  j u s t  as  c h e a p  tq b r i n g  out a new d e s i g n  o r  when ,  fo r  s o m e  r e a s o n  
o r  a n o t h e r ,  i t  i s  conven ien t .  When do we b r i n g  out a new d e s i g n  ? We 
b r i n g  out a new d e s i g n  b e c a u s e  we d a m n  w e l l  h a v e  to, o r  die .  I m p r o v e -  
m e n t s  that  a r e  c a l c u l a t e d  to s t i m u l a t e  buying;  l o w e r  p r i c e s  tha t  m a y  
b r i n g  about  l a r g e r  m a r k e t s - - t h o s e  a r e  an e l e m e n t  of the  A m e r i c a n  
ph i l o sophy  of d i s t r i b u t i o n  that  you don ' t  f ind v e r y  m u c h  of in  E u r o p e .  

The c a r t e l  ph i losophy ,  wh ich  i s  so c o m m o n  o v e r  t h e r e ,  d o e s n ' t  
ge t  v e r y  f a r  in  the Un i t ed  S ta tes .  I don ' t  s ay  A m e r i c a n  b u s i n e s s m e n  
a r e  n e c e s s a r i l y  m o r e  m o r a l  than  E u r o p e a n  b u s i n e s s m e n .  But,  f o r -  
t una t e ly  fo r  the U n i t e d  S ta tes  we have  the S h e r m a n  A n t i - T r u s t  Act ,  
and  we h a v e  a p r e t t y  good e n f o r c e m e n t  of i t .  

If any of y o u - - o f  c o u r s e  m o s t  of you have  b e e n  in b u s i n e s s - - h a v e  
e v e r  b e e n  in  the m i d s t  of a p r i c e - f i x i n g  s i t u a t i o n - - y o u  know it  i s  
a b o u t  the only  th ing  you e v e r  a g r e e  o n - - y o u  m i g h t  f ix  a p r i c e  wi th  a 
c o m p e t i t o r ,  but,  wi th  a l l  the o t h e r  e l e m e n t s  that  a r e  a p a r t  of m a k i n g  
a s a l e ,  you  s t i l l  c o m p e t e  l ike  he l l .  Tha t  i s  not  the E ~ r o p e a n  ph i lo sophy .  
P r o f i t s  c o m e  f i r s t  in  those  c o u n t r i e s ,  and to fa i l  to a g r e e  wi th  a c o m -  
p e t i t o r  on e v e r y t h i n g  would  be to t h e m  a r a t h e r  s i l l y  k ind  of a way  to 
run  a b u s i n e s s .  Of c o u r s e ,  i t ' s  r e a l l y  e n t i r e l y  w r o n g  to u se  the  t e r m  
" c o m p e t i t o r "  in  m o s t  E u r o p e a n  b u s i n e s s .  

( 

M a n a g e m e n t  p r o m o t i o n  in  E u r o p e  by m e r i t - - a g a i n  m a k i n g  a l l o w -  
ance ,  g e n t l e m e n ,  fo r  g e n e r a l i t i e s - - i s  the e x c e p t i o n  and not  the  r u l e .  
It  i s  a sad  fac t  that  in  F r a n c e  they  w i l l  t ake  the  s e c o n d  c o u s i n  of a 
s e c o n d  cous in ,  b e c a u s e  he h a p p e n s  to be in  the f a m i l y ,  to h e a d  the  
b u s i n e s s ,  r a t h e r  than  to p r o m o t e  s o m e b o d y  f r o m  the b o t t o m  up only  
on m e r i t  l I t e r m  this  a t r a g i c  fac t ,  b e c a u s e  F r a n c e  and the  r e s t  of 
the  w o r l d  a r e  s u r e l y  s u f f e r i n g  as the  r e s u l t  of it .  

If I w e r e  to r a t e  the c o u n t r i e s  in  E u r o p e  in  wh ich  t h e r e  i s  g r e a t e r  
c o m p e t i t i o n ,  g r e a t e r  s h a r p n e s s  wi th  r e s p e c t  to d i s t r i b u t i o n ,  I th ink  I 
wou ld  put G e r m a n y  f i r s t ;  nex t  in  o r d e r ,  p e r h a p s ,  s o m e  p a r t s  of 
B r i t i s h  i n d u s t r y ,  I ta ly  th i rd ;  and F r a n c e  las t .  I t  would  not  be  too 
i m p o r t a n t  w h e r e  B e l g i u m  and Ho l l and  found t h e m s e l v e s ,  e x c e p t  tha t  
they  would  be p r e t t y  w e l l  down the l ine .  
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Now,  i t  i s  a m a z i n g  tha t  we  in  the  U n i t e d  Stsctes s h o u l d  h a v e  th is  
g r e a t  p r o d u c t i v i t y  w h e n  we  a r e  p a y i n g  w a g e s  ~ m u c h  h i g h e r  t han  
t h o s e  in  E u r o p e  a s  we  do. P r o b a b l y  a l l  of you  know the  h o u r l y  w a g e s  
in  t hose  E u r o p e a n  c o u n t r i e s  r u n  f r o m  o n e - t h i r d  to o n e - f o u r t h  of o u r s .  
At  the s a m e  t i m e  the c o s t  of m a n y  of t h e i r  f i n i s h e d  p r o d u c t s  i s  as  
m u c h  a l t o g e t h e r  as  o u r s .  I t  s e e m s  e x t r a o r d i n a r y  tha t  t ha t  s h o u l d  be  

S O .  

Now I h a p p e n  to be  s p e n d i n g  p a r t  of m y  t i m e  w i t h  the  C o m m i t t e e  
fo r  a N a t i o n a l  T r a d e  P o l i c y ,  s e t  up by  b u s i n e s s m e n  to t r y  to h e l p  the  
P r e s i d e n t ' s  p r o g r a m  on l i b e r a l i z a t i o n  of t r a d e  b y  l e s s e n i n g  o u r  
v a r i o u s  b a r r i e r s  to w o r l d  t r a d e ,  t h r o u g h  the C o n g r e s s .  " F r o m  the  
o p p o n e n t s  of th i s  p r o g r a m ,  a l l  one e v e r  h e a r s  i s - - " H o w  c a n  we c o m -  
pe te  w i th  c o u n t r i e s  tha t  h a v e  s l a v e  l a b o r  w a g e s ,  o n e - t h i r d  to o n e -  
f o u r t h  of t h o s e  we  pay in  the  U n i t e d  S t a t e s  ?"  It  i s  obv ious  tha t  i f  i t  
w e r e  tha t  s i m p l e  and  r e l a t i v e  h o u r l y  w a g e  r a t e s  w e r e  the  r e a l  m e a s u r e  
of c o s t s ,  w e  c o u l d  n e v e r  c o m p e t e .  A c t u a l l y ,  the c o s t  of m a n y  t h i n g s  
ybu  buy  in  E u r o p e ,  at  l e a s t  the s e l l i n g  p r i c e ,  i s  as  h igh  a s  in  the  
U n i t e d  S t a t e s  w h e r e  the w a g e s  w i l l  be  t h r e e  and f o u r  t i m e s  g r e a t e r - -  
the h o u r l y  w a g e s :  I e m p h a s i z e .  

Now,  s u r e l y  quan t i t y  has  s o m e t h i n g  to do wi th  i t .  The  f ac t  t ha t  
w e  h a v e  an  i n t e g r a t e d  m a r k e t  of 165 m i l l i o n  p u r c h a s e r s  w i th  a p p e t i t e s  
and  a good p u r c h a s i n g  p o w e r  has  s o m e t h i n g  to do wi th  i t .  Tha t ,  of 
c o u r s e ,  h a s  b e e n  one  of the  r e a s o n s  why  the U n i t e d  S t a t e s  h a s  u r g e d  
so  s t r o n g l y  a E u r o p e a n  D e f e n s e  C o m m u n i t y ,  o r  a E u r o p e a n  c o m m u n i t y  
of s o m e  k ind  tha t  wou ld  t end  to m a k e  one d i s t r i b u t i o n  a r e a  and  one 
p r o d u c t i o n  a r e a  out  of t h o s e  200 m i l l i o n  peop le  o v e r  t h e r e .  Y e s ,  
quan t i t y  h a s  s o m e t h i n g  to do wi th  i t .  

R a w - m a t e r i a l  r e s o u r c e s  have  s o m e t h i n g  to do wi th  it .  We have  
b e e n  m o r e  l a r g e l y  b l e s s e d  wi th  good c o a l  r e s o u r c e s ,  i r o n - o r e  r e -  
s o u r c e s ,  and  the l ike .  Bu t  c e r t a i n l y  they  have  good l a b o r  in  E u r o p e .  
T h e y  h a v e  had  an  e x c e l l e n t  d e v e l o p m e n t  of the  b a s i c  s c i e n c e s  in  
E u r o p e ;  in  s o m e  r e s p e c t s ,  b e t t e r  t han  we .  

I t  i s  o b v i o u s l y  i m p o s s i b l e  to e v a l u a t e  t h e s e  d i f f e r e n c e s  and  s a y  
tha t  E u r o p e ' s  p r o d u c t i v e  c a p a c i t y  is  l e s s  b e c a u s e  of t h i s  o r  tha t  in  
apy  p a r t i c u l a r  d e g r e e .  C e r t a i n l y  t h e r e  a r e  o t h e r  e l e m e n t s  than  you  
and  I a r e  a c c u s t o m e d  to th ink  of w h e n  we a n a l y z e  c o s t s .  I t  i s  i n t e r e s t -  
i ng  to quote  f r o m  two E u r o p e a n  g r o u p s  on th i s  m a t t e r  of A m e r i c a n  
p r o d u c t i v i t y  v e r s u s  tha t  in E u r o p e .  
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The f i r s t  i s  f r o m  the  F r e n c h  A s s o c i a t i o n  f o r  the I m p r o v e m e n t  
of P r o d u c t i v i t y .  Tha t  w a s  an o r g a n i z a t i o n  s e t  up by the I n t e r n a t i o n a l  
M a n a g e m e n t  A s s o c i a t i o n  s o m e  f o u r  o r  f ive  y e a r s  ago.  T h e y  h a v e  s e n t  
a n u m b e r  of e x p e r t  g r o u p s  to the U n i t e d  S t a t e s  to s tudy  o u r  p e r f o r m -  
a n c e ,  and  th i s  i s  wha t  t hey  s a i d  a coup le  of y e a r s  ago:  " P r o d u c t i v i t y ,  
s p e a k i n g  p r i m a r i l y  of A m e r i c a n  p r o d u c t i v i t y ,  i s  a s t a t e  of m i n d .  " Tha t  
i s  v e r y  w~l l  e x p r e s s e d  f o r  A m e r i c a ,  b e c a u s e ,  in  a w a y ,  i t  i s  a~ s t a t e  of 
m i n d  wi th  us .  T h e y  go on to say :  

"It is the mental progress of constantly improving what 
there is. It is the unwillingness to be content with the present 
situation. It is continuous effort to apply new methods and new 
techniques. Finally, it is faith in human progress.  " 

Now, r e m e m b e r  that  i s  a g r o u p  of F r e n c h m e n  d r a w i n g  a c o n -  
c l u s i o n  as  to why  A m e r i c a  is  so f a r  a h e a d ,  p r o d u c t i v e l y ,  of the r e s t  
of the w o r l d .  I s u b m i t  to you  tha t  i t  i s  a good p h i l o s o p h y .  We do l i ke  
to do th ings  d i f f e r e n t l y ,  j u s t  f o r  the joy  of t r y i n g  new th ings .  We a r e  
e x p e r i m e n t a l  m i n d e d .  O u r  a n c e s t o r s ,  o b v i o u s l y ,  w e r e  e x p e r i m e n t a l  
m i n d e d ,  o r  t hey  w o u l d  not  be in the U n i t e d  S t a t e s ,  and o u r  w h o l e  ap -  
p r o a c h  to l i fe  i s  to do s o m e t h i n g  d i f f e r e n t  and e v e n  d i f f i cu l t .  We wi l l  
pul l  down the E m p i r e  S ta te  B u i l d i n g  w i thou t  any  r e s p e c t  f o r  t r a d i t i o n  
if i t  h a p p e n s  to pay us  to do it .  We s a i d  m a n y  t i m e s  d u r i n g  the w a r  
w h e n  s c r a p  w a s  so p r e c i o u s - - a n d  s o m e  of you  w i l l  r e m e m b e r  i t - - t h a t  
we  w o u l d  pul l  down the  E m p i r e  Sta te  B u i l d i n g  f o r  the s c r a p  in  i t ,  if  
t h e r e  w a s  enough  s c r a p  t h e r e .  

Now the B r i t i s h  E d i t o r  of the  L o n d o n  E c o n o m i s t  s a i J  abou t  the 
s a m e  t i m e :  " In  the end ,  the  r e a l  s e c r e t  of A m e r i c a n  p r o d u c t i v i t y  i s  
tha t  the  A m e r i c a n  s o c i e t y  is  i m b u e d  t h r o u g h  and t h r o u g h  wi th  the 
d e s i r a b i l i t y ,  i n d e e d  the m o r a l i t y ,  of p r o d u c t i o n .  " 

In E u r o p e  t h e r e  i s ,  g e n e r a l l y  s p e a k i n g ,  no such  r e s p e c t  a s  
a t t a c h e s  in  A m e r i c a  to the  s u c c e s s f u l  b u s i n e s s m a n ,  w h e t h e r  he i s  
l i t t l e  o r  big .  You don ' t  f ind  p e o p l e  l i ke  ou r  C h a r l i e  W i l s o n ,  o r  the 
h e a d  of AT&T,  and  s u c h  m e n  as  that ,  s t a n d  in,  h igh  in the n a t i o n a l  
s c h e m e  of th ings  g e n e r a l l y ,  you don ' t  f ind i t  in  E : : r o p e ,  b e c a u s e ,  
un t i l  r e c e n t l y ,  b u s i n e s s  h a s  not  had  a p a r t i c u l a r l y  h igh  p l a c e  in the  
r e g a r d  of the  pub l ic  at  l a r g e .  T h e i r  b u s i n e s s m e n  a r e  ju s t  b u s i n e s ~ -  
m e n :  o u r s ,  so f r e q u e n t l y ,  a r e  b u s i n e s s  s t a t e s m e n .  

But  t h e r e  a r e  o t h e r ,  m o r e  t e c h n i c a l ,  d i f f e r e n c e s .  Do you  know 
tha t  t h e r e  i s  no s y s t e m  of pub l ic  a c c o u n t i n g ,  in the s e n s e  in  w h i c h  we  
know i t ,  in  any c o u n t r y  in  E u r o p e ,  e x c e p t  E n g l a n d ?  T h e y  h a v e  
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a c c o u n t a n t s ,  and they  k e e p  t h e i r  own books ,  a f t e r  a f a s h i o n ,  but  
t h e r e  i s  no a c c e p t e d  publ ic  s t a n d a r d ,  and  t h e r e  i s  no m e a n s  of m e a s u r -  
ing  the c o s t s  of one c o m p a n y  wi th  the c o s t s  of a n o t h e r  c o m p a n y .  

In t a l k ing  wi th  one of the C a b i n e t  M i n i s t e r s  of B e l g i u m  a coup!e  
of y e a r s  ago about  the b a s i c  w e a k n e s s  of E u r o p e ' s  t ax ing  s y s t e m ,  and  
in c o n n e c t i o n  wi th  th i s  m a t t e r  of c o s t s  and p r o d u c t i v i t y ,  I s a i d  tha t  one  
of the r e a s o n s  fo r  ou r  p r o d u c t i v i t y  in the Uni t ed  S t a t e s  i s  tha t  the 
l a r g e s t  p a r t  of ou r  t axab le  i n c o m e  i s  f r o m  a p ro f i t  a f t e r  i t  i s  m a d e ,  and 
not  un t i l  i t  i s  m a d e ;  w h e r e a s  in E u r o p e  they  t a x e d  w h e r e v e r  t h e y  c o u l d  
get  t h e i r  h a n d s  on i t  and  g e n e r a l l y  in  such  a w a y  as  a c t u a l l y  to d i m i n i s h  

c o r p o r a t e  i n c e n t i v e .  

F r a n c e  i s  l o a d e d  wi th  t u r n o v e r  t a x e s .  E v e r y  t i m e  an i t e m  c h a n g e s  
h a n d s  t h e r e  i s  a tax.  As a g e n e r a l  r u l e  i t  i s  about  8 p e r c e n t  tha t  ge t s  
s l a p p e d  on e a c h  t i m e .  The r e s u l t  i s  that ,  w h e r e  a f i r m  h a s  to buy  
p a r t s  f r o m  va , : ious  s o u r c e s ,  you  w i l l  f ind  a sy . s t em of p y r a m i d e d  t a x e s  
tha t  r e p r e s e n t  a b ig  e l e m e n t  of g r o s s  c o s t  b e f o r e  the goods  a r e  so ld  

and r e g a r d l e s s  of the p ro f i t .  

Th i s  B e l g i a n  M i n i s t e r  s a i d  to m e ,  "We h a v e  no w a y  of k n o w i n g  
wha t  o u r  f i r m s  in  B e l g i u m  e a r n .  " When  I a s k e d ,  "Do you  h a v e  any  
k ind  of tax on c o r p o r a t e  i n c o m e  ?"  He sa id ,  "A v e r y  r o u g h  one.  
F r o m  t h e i r  pub l i c  s t a t e m e n t s ,  if they  m a k e  t h e m  f r o m  v a r i o u s  r o u n d -  
about  s o u r c e s  of i n f o r m a t i o n ,  we get  s o m e  k ind  of e s t i m a t e  of wha t  
t h e i r  i n c o m e  m a y  be ,  and  we a s s e s s  a tax. They  c o m e  in  and a r g u e ,  
and we  t r a d e  s o m e t h i n g .  Tha t  i s  as  f a r  as  we can  get .  " 

Now,  i n . E n g l a n d  t h e r e  i s  a s y s t e m  of publ ic  a c c o u n t a n c y ,  v e r y  
s i m i l a r  to wha t  we  have  in the U n i t e d  S ta t e s .  T h e r e  i s  no t u r n o v e r  
tax of any c o n s e q u e n c e  in  E n g l a n d .  You can  get  an  h o n e s t  c o s t  in  
E n g l a n d .  You c a n  c o m p a r e  i t  p r e t t y  w e l l  w i th  o u r s ,  bu t  you  c a n ' t  do 

tha t  any  p l a c e  e l s e  in E u r o p e .  

When  we t a lk  about  c o s t  of p r o d u c t i o n ,  we h a v e  f i r s t  to r e c k o n  
w i t h  the b a s i c  c o n c l u s i o n  tha t  t h e r e  i s  no a d e q u a t e  m e a n s  of c o m p a r i n g  
c o s t s  in E u r o p e .  The  nex t  th ing  i s ,  t h e r e  i s  no th ing  in  E u r o p e  l i ke  o u r  
S e c u r i t i e s  E x c h a n g e  C o m m i s s i o n .  You  r e m e m b e r ,  m o s t  of y o u - - I  
t h ink  a l m o s t  e v e r y b o d y  in th i s  r o o m  is  o l d  enough  to r e m e m b e r  w h e n  
the  S e c u r i t i e s  E x c h a n g e  Ac t  w a s  p a s s e d  and  h e a r d  the s c r e a m  o v e r  the 
c o u n t r y  about  " o n e  of t h e s e  New Dea l  t h ings  to w r e c k  A m e r i c a n  b u s i -  
n e s s .  " I th ink  it  h i g h l y  l i k e l y  now,  if you  s u b m i t t e d  a p o p u l a r  
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r e f e r e n d u m  to A m e r i c a n  b u s i n e s s  today  a s k i n g ,  A r e  you  w i l l i n g  to 
h a v e  SEC w i p e d  out  and have  no th ing  to r e p l a c e  i t  ? tha t  the  o v e r -  
w h e l m i n g  vote  wou ld  be ,  no. By and l a r g e  i t  h a s  b e e n  good f o r  A m e r i -  
can  b u s i n e s s ,  b e c a u s e  of the spo t l i gh t  of publ ic  op in ion  t u r n e d  c o n -  
s t a n t l y  on a l l  the  o p e r a t i o n s  of a b u s i n e s s .  

T h e r e  i s  no th ing  of tha t  k ind  in  E u r o p e .  I f a i l e d  e a r l i e r  to m e n t i o n  
the i t e m  of s o c i a l  c h a r g e s  as  a p a r t  of E u r o p e a n  cos t .  In  F r a n c e  and  
I t a ly ,  th is  i s  m o s t  b u r d e n s o m e .  We have  s o m e  of t h e m  h e r e ,  but  in  g e n -  
e r a l  we don ' t  i n c l u d e  t h e m  in  m a k i n g  up un i t  Costs .  

On the m a n n e r  of t r e a t i n g  c a p i t a l  r e p l a c e m e n t ,  o r  o v e r h e a d  
a b r o a d ,  t h e r e  is  no s t a n d a r d i z e d  a p p r o a c h .  When  you  h e a r  a d i s c u s -  
s i on  on E u r o p e a n  cos t ,  you  have  no i dea  of wha t  i s  in  i t  in  t h e  w a y  of 
d e p r e c i a t i o n .  So you  c a n ' t  c o m p a r e  c o s t s  of t h ings  in  E u r o p e  wi th  
t hose  of the U n i t e d  S t a t e s .  Al l  you  can  do is  look at  the f i na l  n e t  
r e s u l t .  

\ 

In any  w e l l  m a n a g e d  A m e r i c a n  c o n c e r n  the s p o t l i g h t  i s  on c o s t ,  
c o s t ,  cos t .  When  the f a c t o r y  is  f a c e d  wi th  an a d d e d  10 o r  15 c e n t s  an  
h o u r  as  a r e s u l t  of a n e w  l a b o r  a g r e e m e n t ,  you  h a v e  to f ind  out  how 
you  c a n  ge t  i t  out  of l o w e r  c o s t ,  s i n c e  m o s t  A m e r i c a n  c o n c e r n s  a r e  
n e v e r  s u r e  of b e i n g  ab le  to t ack  i t  on to the s e l l i n g  p r i c e .  

I p r o p o s e d  e a r l i e r  to ta lk  abou t  o f f s h o r e  p r o c u r e m e n t .  I t  b e a r s  
on th i s  q u e s t i o n  of cos t .  We have  in  o u r  o f f s h o r e - p r o c u r e m e n t  r e c o r d  
the m o s t  e l a b o r a t e  a m o u n t  of u n d i g e s t e d  m a t e r i a l  on p u r c h a s i n g  a b r o a d  
tha t  a n y b o d y  has  e v e r  had .  I u s e  the t e r m  " u n d i g e s t e d ,  " a d v i s e d l y .  
When  I knew I w a s  go ing  to m a k e  th i s  ta lk ,  I c a m e  down to the D e f e n s e  
D e p a r t m e n t  to s e e  w h e t h e r  they  had e v e r  m a d e  a s tudy  on th i s  w h o l e  
b u s i n e s s ,  and  I found  they  had  not .  E v e r y b o d y  w a s  he lp fu l  and  p e o p l e  
w e r e  t a l k i n g  about  it .  T h e r e  a r e  i n d i v i d u a l s  who know a good  dea l  
abou t  i t .  The  h e a d  of the  F r a n k f o r d  A r s e n a l ,  G e n e r a l  Colby ,  h a s  done  
a lot  of p r o c u r e m e n t  in  E u r o p e ,  and  G e n e r a l  Colby  k n o w s  a good d e a l  
abou t  i t  as  an  i n d i v i d u a l .  But  I c an  f ind  no o r g a n i z e d  s tudy .  T h e r e  i s  
a t r e m e n d o u s  a m o u n t  of e x p e r i e n c e  i n v o l v e d  as  to m a n a g e m e n t  in  
E u r o p e ,  i t s  m e t h o d s  and i t s  c o s t s ,  w h i c h  I th ink ought  to be the b a s i s  
of a t h o r o u g h  s tudy .  Now this  i s  the way  o f f s h o r e - p r o c u r e m e n t  got  
u n d e r  way. '~ 

I th ink  you  a l l  r e m e m b e r  one of the f i r s t  t h ings  the  N o r t h  A t l a n t i c  
T r e a t y  O r g a n i z a t i o n  did.  In the fa l l  of 1950, at  i t s  B r u s s e l s  m e e t i n g ,  
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i t  s e t  up a D e f e n s e  P r o d u c t i o n  B o a r d ,  and  a S t a n d a r d i z a t i o n  B o a r d .  
I r e p r e s e n t e d  the  D e f e n s e  D e p a r t m e n t  on the NATO P r o d u c t i o n  B o a r d  
un t i l  NATO w e n t  to P a r i s ,  t o g e t h e r  w i th  G e n e r a l  D a n i e l  F .  C a l l a h a n ,  
w h o m  s o m e  of you  A i r  F o r c e  o f f i c e r s  m a y  know.  He w a s  m y  deputy ;  

but  a c t u a l l y  did m o s t  of the w o r k .  

T h e r e  we  t r i e d ,  w i th  h igh  h o p e s ,  at  the b e g i n n i n g ,  to lay  out  s o m e  
k ind  of an  i n t e g r a t e d  p/~ogram of p r o d u c t i o n ,  s o m e  k ind  of a poo l ing  of 
r e s o u r c e s ,  but  I ha t e  to t e l l  you  tha t  we got j u s t  about  n o w h e r e  as  f a r  
a s  c o n c r e t e  p r o d u c t i o n  r e s u l t s  a r e  c o n c e r n e d .  T h e s e  c o u n t r i e s  a b r o a d  
a r e  not  too d i f f e r e n t  f r o m  us .  O u r  own D e f e n s e  D e p a r t m e n t  i s  not  
v e r y  good  at  poo l ing ,  if i t  can  avo id  i t ,  and the s a m e  th ing  a p p l i e s  

a b r o a d .  

The F r e n c h  w a n t  to m a k e  e v e r y t h i n g  f~ey u s e .  The  B r i t i s h  wan t  
to m a k e  e v e r y t h i n g  they  u s e .  So i t  goes  e v e r y w h e r e .  We h a v e  a good 
dea l  of d i f f i cu l ty ,  at the o u t s e t ,  w i th  s o m e  of the s a m e  old p r o b l e m s  
tha t  s o m e  of you  m a y  r e m e m b e r  as  v e x i n g  d u r i n g  the  w a r .  How do 
you  d e t e r m i n e  s p a r e s  r e q u i r e m e n t s ,  o r  r e p l a c e m e n t  r e q u i r e m e n t s ,  
o r  d e p r e c i a t i o n  r e q u i r e m e n t s  ? You get  about  as  m a n y  d e t e r m i n a t i o n s ,  
g e n t l e m e n ,  as  t h e r e  a r e  m e n  i n v o l v e d  in the o p e r a t i o n ,  u n l e s s  the 
c o n d i t i o n  h a s  i m p r o v e d  in  the l a s t  coup le  of y e a r s .  

Tha t  w a s  one of o u r  d i f f i c u l t i e s  in  E u r o p e .  We s i m p l y  cou ld  no t  
a g r e e  wi th  the E u r o p e a n s  as  to wha t  c o n s t i t u t e d  a p r o p e r  b a s e  f o r  the 
r e q u i r e m e n t s  of a m i l i t a r y  f o r c e .  The  F r e n c h  wou ld  s a y - - f o r  i n -  

s t a n c e ,  t ake  t r u c k s  as  an e x a m p l e - -  "We don ' t  p r o v i d e  any  t r u c k s  in  
a d v a n c e .  We c a n ' t  a f f o r d  to. W h e n  we get  in to  w a r  we  ju s t  t ake  
t r u c k s .  " We in  the  U n i t e d  S ta t e s  d o n ' t  s e t  up o u r  t ab l e  of r e q u i r e m e n t s  

on the  b a s i s  of t a k i n g  a n y b o d y ' s  t r u c k  away  f r o m  h i m .  

T h e r e  w a s  g r e a t  h e a d w a y  m a d e  in  two i t e m s  in  E u r o p e ,  w h i c h  
p r o b a b l y  j u s t i f i e d  the  NATO D e f e n s e  P r o d u c t i o n  B o a r d ,  if no th ing  
e l s e  did.  T h e s e  a r e  s t a n d a r d i z a t i o n  of the a m m u n i t i o n  s y s t e m  and the 
fue l  supp ly ,  w h e r e  v e r y  r e m a r k a b l e  h e a d w a y ,  i t  s e e m s  to m e ,  h a s  b e e n  

m a d e .  

Bu t  we  m a d e  a l m o s t  no h e a d w a y  on the poo l ing  of m a n u f a c t u r i n g  
r e s o u r c e s ,  p a r t l y  b e c a u s e  of t h e s e  n a t i o n a l  p r e j u d i c e s ,  p a r t l y  b e c a u s e  
t h e i r  b u d g e t s  w e r e  s m a l l ,  and they cou ld  r e a d i l y  spend  w h a t e v e r  they  

h a d  a v a i l a b l e  in  t h e i r  own c o u n t r i e s .  

l l  



0 1 9 1 4  

I had  an a m a z i n g  e x p e r i e n c e  once ,  wi th  a gen~'ral  f r o m  F r a n c e  
who was  h e a d i n g  up t h e i r  supp ly  p r o g r a m  fo r  jeep 's .  F r a n c e  at  tha t  
t i m e ,  by ou r  c a l c u l a t i o n  of r e q u i r e m e n t s ,  n e e d e d ,  as I r e c o l l e c t ,  
about  30, 000 j e e p s .  They  ought  to have  b e e n  ab le  to p r o d u c e  s o m e t h i n g  
l ike  that  too, b e c a u s e  F r a n c e  was  the h o m e  of the a u t o m o b i l e  i n d u s t r y  
of the w o r l d  at  one t i m e ,  and they  have  a good i n d u s t r y  today.  T h e i r  
O r d n a n c e  D e p a r t m e n t  had  d e v e l o p e d  a D e l a h a y e  j e e p  wh ich  they  w a n t e d  
to m a k e .  They  w a n t e d  a id  funds  f r o m  us to p r o d u c e  8 ,000  of t h e m ,  I 
th ink i t  was .  I s a id  to th i s  F r e n c h  g e n e r a l ,  "Now, look,  you w e r e  at 
one t i m e  a g r e a t  a u t o m o b i l e  i n d u s t r y ;  you s t i l l  a r e  a l a r g e  a u t o m o b i l e  
i n d u s t r y .  Why s h o u l d n ' t  you b r i n g  a l l  the  m a n u f a c t u r e r s  of p a s s e n g e r  
c a r s  and t r u c k s  t o g e t h e r  in a r o o m ,  b r i n g  y o u r  supply  peop le  t o g e t h e r ,  
lay  the d r a w i n g s  out and tel1 t h e m  what  is  n e e d e d ,  and say to t h e m ,  
'Now, g e n t l e m e n ,  go do it. '" 

He l a u g h e d  at  m e ,  t h r e w  out h i s  hands ,  and sa id ,  "Of c o u r s e ,  
Mr .  Bat t ,  I s uppose  you do that  in the Un i t ed  S ta tes .  T h e r e  a r e  two 
r e a s o n s  why we could  not do i t  in F r a n c e .  One i s  that  they  would  
n e v e r  b e l i e v e  what  we sa id ,  and the o t h e r  i s ,  we would  n e v e r  b e l i e v e  
what  they  sa id .  " 

So, h a v i n g  t r i e d  t h roughou t  the l a t t e r  p a r t  of 1950 and the  f i r s t  
ha l f  of 1951 to get  s o m e  k ind  of poo l ing  p r o g r a m  in E u r o p e ,  and  g e t t i n g  
n o w h e r e  fas t ,  we t r i e d  th is  e x p e r i m e n t .  We f i r s t  t h r e w  out b e f o r e  the 
m e e t i n g  of the m i l i t a r y  and the c i v i l i a n s  in E u r o p e  the i d e a  of p r o -  
c u r e m e n t  in  E u r o p e .  It was  a c i v i l i a n  concep t  at the ou t se t ,  and the 
D e p a r t m e n t  of D e f e n s e  h e r e  l i ked  no pa r t  of i t ,  fo r  obv ious  r e a s o n s .  
In the f i r s t  p l ace ,  i t  was  m u c h  e a s i e r  fo r  a m a n  who was  r e s p o n s i b l e  
fo r  a t r uck  p r o g r a m  or  an a m m u n i t i o n  p r o g r a m  to get  an a p p r o p r i a t i o n  
f r o m  C o n g r e s s  and have  the s tuff  m a d e  in the Un i t ed  S ta tes  u n d e r  h i s  
own s u p e r v i s i o n  by peop le  who knew how to do it ,  and sh ip  it  to 
E u r o p e .  That  was  m u c h  e a s i e r  than t ak ing  funds  a l l o c a t e d  to h i m  to 
spend  and t u rn ing  t h e m  o v e r  to s o m e b o d y  in E u r o p e  to spend.  

We had a good dea l  o f  d i f f icu l ty  at the o u t s e t  d e v e l o p i n g  the p r o -  
g r a m .  A m m u n i t i o n  was  d e c i d e d  on, as a f i r s t  v e n t u r e ,  p a r t l y  b e c a u s e  
t h e r e  w e r e  c e r t a i n  c o n s i d e r a t i o n s  touch ing  a m m u n i t i o n  u se  in  w a r t i m e  
that  s e e m e d  c r i t i c a l .  

We f i g u r e d  at that  t i m e  that  in a w a r  t h e r e  m i g h t  w e l l  be a f l o a t - -  
only  af loa t ,  m i n d  y o u - - a t  any t i m e  about  a b i l l i on  d o l l a r s .  That  r e p -  
r e s e n t s  a lot  of m o n e y  t ied  up but, m u c h  m o r e  i m p o r t a n t l y ,  a lot  of 
vi taI  s h i p p i n g  t i ed  up. 
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So we d e c i d e d  if we cou ld  get  a m m u n i t i o n  m a d e  ab road ,  or  if we 
could  get  the  g r o u n d w o r k  l a id  fo r  a m m u n i t i o n  p r o d u c t i o n  l a t e r  on, 
that  i t  would  be s o m e t h i n g  w o r t h  wh i l e  doing.  M o s t  of the a m m u n i t i o n  
p lan t s ,  and,  m o r e  p a r t i c u l a r l y ,  the p o w d e r  p lan ts ,  had b e e n  p r e t t y  
w e l l  d e s t r o y e d  in the w a r ,  and a p r o g r a m  of th is  k ind  wou ld  r e h a b i l i -  
ta te  t hose  p lan t s .  F u r t h e r m o r e ,  i t  i s  m u c h  e a s i e r  to say  to a c o u n t r y ,  
"Go ahead  and bu i ld  y o u r  own 105 m i l l i m e t e r  a m m u n i t i o n ,  i n s t e a d  of 
our  g iv ing  it  to you,  " if you know they have  the d r a w i n g s ,  too l s ,  j igs  
and f i x t u r e s ,  a n d k n o w - h o w ,  as c o m p a r e d  to the s i t u a t i o n  in w h i c h  

they  don ' t .  

So we c i v i l i a n s  p r o p o s e d  that  p r o g r a m  to the D e f e n s e  D e p a r t m e n t ,  
and,  on 17 Augus t  1951, they bought  i t ,  wi th th is  l a n g u a g e :  

"A sound  l o g i s t i c  fu tu re  fo r  the NATO f o r c e s  r e q u i r e s  tha t  
they  be ab le  to s u p p o r t  t h e m s e l v e s  in  c o m b a t  f r o m  l o c a l  s o u r c e s .  
The e s t a b l i s h m e n t  of a s u b s t a n t i a l  i n d i g e n o u s  p r o d u c t i o n  i s  
t h e r e f o r e  an i n d i s p e n s a b l e  p a r t  of the  m e d i u m - t e r m  d e f e n s e  p lan .  
The r e s u l t s  of e f fo r t s  to date  t o w a r d  s t i m u l a t i n g  m i l i t a r y  p r o d u c -  
t ion in E u r o p e  a r e  f a r  s h o r t  of E u r o p e a n  n e e d s .  " 

(That  was  an e x t r a o r d i n a r y  u n d e r s t a t e m e n t .  ) 

" T h i s  d i r e c t i v e  i n i t i a t e s  the  p r i n c i p l e  tha t  i n c r e a s i n g  
m u n i t i o n s  p r o d u c t i o n  on the Con t inen t  of E u r o p e  i s  an e a r n e s t  
m i l i t a r y  n e c e s s i t y .  In f u r t h e r a n c e  of this  p r i n c i P l e ,  i t  w i l l  be  
the a i m  of the D e p a r t m e n t  of D e f e n s e  to f o s t e r  a s e l f - s u p p o r t i n g  
m i l i t a r y  p r o d u c t i o n  capac i t y  on the con t inen t ,  w h i c h  wi l l  be  
s e l f - s u f f i c i e n t ,  and which  at the s a m e  t i m e  wi l l  not  con f l i c t  wi th  
the s e c u r i t y  i n t e r e s t s  of the U n i t e d  Sta tes .  " 

In that  p r o g r a m ,  which  b e c a m e  e f f ec t ive  the l a t t e r  p a r t  of 1952, 
and wh ich  h a s  p r e t t y  w e l l  run  out now, the U n i t e d  S ta tes  spen t  about 
3 b i l l i on  d o l l a r s  in  E u r o p e .  F r a n c e  got 40 p e r c e n t ;  I ta ly  17 p e r c e n t ;  
the  U n i t e d  K i n g d o m  20 p e r c e n t .  Of that  3 b i l l i o n  d o l l a r s ,  about 40 
p e r c e n t  w a s  a m m u n i t i o n ;  a i r c r a f t  and supp l i e s  about  15 p e r c e n t .  I 
have  i n d i c a t e d  the r e a s o n s  fo r  a m m u n i t i o n  b e i n g  such  a l a r g e  p e r c e n t -  

age  of the total .  

What  did we l e a r n  f r o m  that  l a r g e  and n o v e l  v e n t u r e  ? In the f i r s t  
p l ace  we l e a r n e d  tha t  t h e r e  was  no such  t~hing as  a so l i d  k n o w l e d g e  of 
c o s t s  in E u r o p e ,  o r ,  if t h e r e  was ,  our  p r o c u r e m e n t  peop le  w e r e  n e v e r  
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ab le  to put t h e i r  hands  on it. We s t a r t e d  out p r o p o s i n g  to buy 
105 m / m  h o w i t z e r  a m m u n i t i o n .  We had a p e r m i s s i v e  l i m i t  f r o m  
the Uni t ed  S ta tes  of 110 p e r c e n t  of A m e r i c a n  cos t ,  that  10 p e r c e n t  
r e p r e s e n t i n g ,  rough ly ,  the cos t  of pack ing  and o v e r s e a s  s h i p m e n t .  
If any of you have  s t ud i ed  f i g u r e s  s u p p o s e d l y  r e p r e s e n t i n g  A m e r i c a n  
c o s t s ,  you wi l l  know that  that  is  s o m e t i m e s  a f l ex ib l e  and u n d e t e r m i n e d  
f i g u re ,  e v e n  wi th  us.  It i s  i n f i n i t e l y  w o r s e  in E u r o p e .  We n e v e r  got 
any quo ta t ion  at the  ou t se t  that  r e p r e s e n t e d  a f i g u r e  w i th in  10 p e r c e n t  
above  our  c o s t s ,  e v e n  wi th  l a b o r  r a t e s  of o n e - t h i r d  to o n e - f o u r t h  of 
t hose  paid in  the Un i t ed  Sta tes .  Our  p r o c u r e m e n t  peop le  h a m m e r e d  
at i t ,  and f ina l ly ,  the B r i t i s h  M i n i s t r y  of Supply c a m e  through .  
Th i s  Gove rnn?en t  a g e n c y  has  b e e n  s h a r p l y  c r i t i c i z e d  but i t  had  one  
advan t age  in a ~ i tua t ion  of th is  k ind  in that  i t  was  l ike  a m o n o p o l y  in  
the Un i t ed  S ta tes .  If i t  r e a l l y  w a n t e d  to take  a p i ece  of  b u s i n e s s  i t  

/ c o u l d  take  i t  by s i m p l y  t e l l i n g  the s u p p l i e r s  how m u c h  i t  was  go ing  to 
a l low t h e m .  That  i s ,  in s u b s t a n c e ,  what  would  have  h a p p e n e d  wi th  
th is  f i r s t  p u r c h a s e  of 105 m i l l i m e t e r  h o w i t z e r  a m m u n i t i o n .  But ,  the  
m i n u t e  the F r e n c h  found we w e r e  go ing  to a l l o c a t e  that  o r d e r  to the  
B r i t i s h ,  t h e r e  was  a t e r r i f i c  p r o t e s t .  

We f ina l ly  sp l i t  i t  and gave the F r e n c h  par t .  The F r e n c h  G o v e r n -  
m e n t  s u b s i d i z e d  it ,  as  I r e c o l l e c t ,  at  about  14 d o l l a r s  a round ,  at the 
ou t se t .  I th ink we w e r e  pay ing  in  the U n i t e d  S t a t e s  s o m e w h e r e  in  the 
n e i g h b o r h o o d  of 30 d o l l a r s  a round ,  and the f i r s t  F F e n c h  f i g u r e s  w e r e  
about  47 d o l l a r s .  I wi l l  c o n c l u d e  on th i s  by s a y i n g  that  the s i t u a t i o n  
got to a point  w h e r e  we did p u r c h a s e  a v e r y  s u b s t a n t i a l  a m o u n t  of 
a m m u n i t i o n  in E u r o p e ,  and t hose  E u r o p e a n  c o u n t r i e s  did r e h a b i l i t a t e  
t h e i r  s o u r c e s  of supply ,  and did l e a r n  how to malce a m m u n i t i o n .  So 
fa r  as  I kfiow, no one c o u n t r y  e v e r  bought  any f r o m  any o t h e r  coun t ry .  
T h e r e f o r e ,  I only  suppo r t  what  I s a id  at the  o u t s e t ,  tha t  t h e r e  ha s  
b e e n  only  v e r y  l i m i t e d  poo l ing  of r e s o u r c e s ;  but  I do c o n c l u d e  tha t  
t h e r e  was  a g r e a t  dea l  of w o r t h w h i l e  s u b s t a n c e  that  c a m e  out of tha t  
o f f s h o r e  p r o c u r e m e n t  p r o g r a m .  

A n o t h e r  p a r t  of ou r  o v e r s e a s  p r o c u r e m e n t  p r o g r a m  was  the de -  
v e l o p i n g  of a b a s e  fo r  f i g h t e r - p l a n e  p r o d u c t i o n  in  E u r o p e .  The  B r i t i s h  
w e r e  the only  ones  who had  any k ind  of p r o d u c t i o n  of sudh p l anes ,  the  
H a w k e r  H u n t e r  b e i n g  the one on which  they  had  p r e t t y  w e l l  s t a n d a r d i z e d ,  
But  the F r e n c h  w e r e  f u s s i n g  a r o u n d  wi th  a s o - c a l l e d  M y s t e r e  f i g h t e r .  
Hol land ,  which  had  a good p e a c e t i m e  a i r c r a f t  i n d u s t r y ,  b e i n g  the h o m e  
of the F o k k e r ,  as  you r e m e m b e r ,  w a n t e d  to ge t  in  on the p r o g r a m .  
B e l g i u m ' s  good eng ine  i n d u s t r y  was  anx ious  fo r  p a r t  of i t ,  too. We 
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f i n a l l y  d e v e l o p e d  a p r o g r a m  in  w h i c h  t h e s e  c o u n t r i e s  w o u l d  do s o m e -  
th ing  d i f f e r e n t  f r o m  the o f f s h o r e  p r o c u r e m e n t  I m e n t i o n e d ,  in tha t  
t h e s e  c o u n t r i e s  wou ld  m a t c h  o u r  d o l l a r s  wi~h t h e i r s .  We w e r e  pu t t ing  
in  about  two d o l l a r s  to t h e i r  one ,  as  I r e m e m b e r  the p r o p o r t i o n .  

It  w a s  d e c i d e d  that  the m a j o r  p r o d u c t i o n  type w o u l d  be  the B r i t i s h  
H a w k e r  H u n t e r .  Aga in  the  F r e n c h  put  such  p r e s s u r e  on us  tha t  we  had  
to give t h e m  an a l l o c a t i o n  f o r  the  F r e n c h  M y s t e r e .  We n e v e r  experc ted  
a n y t h i n g  out  of i t  h o w e v e r .  Tha t  w a s  s u r e l y  t r u e  in  1953 w h e n  I w a s  
in P a r i s .  But  when  I w a s  t h e r e  th is  w i n t e r  and saw one of o u r  l e a d i n g  
A i r  F o r c e  G e n e r a l s  i t  w a s  a good o p p o r t u n i t y  to f ind  out  wha t  had  
a c t u a l l y  h a p p e n e d .  I knew the B r i t i s h  had  b e e n  h a v i n g  t r o u b l e .  He 
sa id ,  "You  r e m e m b e r  how you fought  g iv ing  any of th i s  b u s i n e s s  to 
t h e - F . r e n c h  f o r  the  M y s t e r e ,  don ' t  you  ?"  I s a id ,  "I c e r t a i n l y  do. " 
He  s a i d ,  " W e l l ,  they  hav.e m a d e  in s o m e  w a y s ,  a b e t t e r  s h o w i n g  than  
the B r i t i s h  h a v e .  The B r i t i s h  have  b e e n  a d i s a p p o i n t m e n t  to us .  T h e y  
have  f u s s e d  and  f idd led .  They  have  not  got a r e a l  A i r  F o r c e  f o r  t h e m -  
s e l v e s ,  and  t hey  h a v e  m a d e  no c o n t r i b u t i o n s  to o u r s ,  a l t hough  they  a r e  
now,  I hope ,  p r e t t y  w e l l  out of the woods .  " 

I c i t e  tha t  as  an  i n t e r e s t i n g  p e r s o n a l  b y p r o d u c t ,  p e r s o n a l  to m e ,  
b e c a u s e  we  w e r e  so w r o n g  in a t t r i b u t i n g  to the B r i t i s h  a p r o d u c t i o n  
c a p a c i t y  w h i c h  they  did not  have  and in  t ak ing  away  f r o m  the F r e n c h  
c r e d i t  f o r  d i l i g e n c e  enough  to d e v e l o p  as  t hey  have  done .  

If you  then  a sk  the 6 4 - d o l l a r  ques t i on :  Can  NATO in E u r o p e  s u s -  
t a in  i t s e l f  as  of today ,  r e m e m b e r i n g  that  I have  no c l a s s i f i e d  i n f o r m a -  
t ion  to s u p p o r t  m y  j u d g m e n t ,  I shou ld  c e r t a i n l y  say ,  "No,  not  r e -  
m o t e l y .  " But  I do s a y  that  i t  can  m a k e  a m u c h  b e t t e r  c o n t r i b u t i o n  to 
i t s  own s u p p o r t  than it  cou ld  have  done  fou r  o r  f ive  y e a r s  ago.  I s h o u l d : s a y  
tha t  t h e r e  is  a s t e a d y  i m p r o v e m e n t  t ak ing  p l a c e  in E u r o p e  in  p r o d u c -  
t ion  t e c h n i q u e s  w h i c h  would ,  I a s s u m e ,  f ind E u r o p e a n s  c o n t i n u o u s l y  
in a p r o d u c t i o n  p o s t u r e .  In F r a n c e ,  fo r  i n s t a n c e ,  t h e r e  is  a c o m p a r a -  
t i v e l y  new o r g a n i z a t i o n  of young  m a n a g e m e n t  m e n ,  l i m i t i n g  t h e m s e l v e s  
to 40 y e a r s  old ,  who a r e  t r y i n g  to i m i t a t e  A m e r i c a n  m a n a g e m e n t  
m e t h o d s .  T h e r e  i s  s t e a d i l y  a l i t t l e  m o r e  c o m p e t i t i o n  in  E u r o p e ,  f o r  
w h i c h  in s o m e  p a r t ,  we  thank  the  G e r m a n s .  The G e r m a n s  a r e  c o m -  
p e t i n g  today  in  E u r o p e , ,  and m a k i n g  the s i t ua t i on ,  a c c o r d i n g l y ,  d i f f i cu l t  
f o r  the o t h e r  c o u n t r i e s ,  p a r t i c u l a r l y  the B r i t i s h  and the F r e n c h .  Tha t ,  
I th ink,  i s  the hope  f o r  the  f u t u r e - - g r e a t e r  c o m p e t i t i o n ,  g r e a t e r  
a w a r e n e s s  of the f a c t o r s  of p r o d u c t i o n  tha t  we  take  in to  a c c o u n t  as  n o r -  
r e a l  in the U n i t e d  S ta t e s .  
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I c a n ' t  b e l i e v e  tha t  t h e s e  g r o u p s  w h i c h  h a v e  c o r s e  to the U n i t e d  

S t a t e s ,  p a r t i c u l a r l y  f r o m  F r a n c a  and  E n g l a n d - - a l t o g e t h e r  s o m e  50 
odd t e a m s  f r o m  G r e a t  B r i t a i n  and s o m e  20 f r o m  F r a n c e ,  and a con -  
t i nu ing  f low of b u s i n e s s m e n  e v e r  s i n c e - - I  c a n ' t  b e l i e v e  tha t  t h e s e  
w o n ' t  show s o m e  d i v i d e n d s .  

It  h a s  s e e m e d  to m e  ~ m p o r t a n t  tha t  I c o m m e n t  on th i s  p r o b l e m  of 
a p r o t e c t e d  p r o d u c t i o n  b a s e  h e r e  at  h o m e  in  t e r m s  of o u r  n a t i o n a l  
s e c u r i t y ,  b e c a u s e  I have  r e p e a t e d l y  r u n  into  i t  on th i s  t a r i f f  ques t i on .  
You know the l a s t  c o n g r e s s i o n a l  ac t  s e t  up s p e c i a l  c o n s i d e r a t i o n  f o r  
c o n c e r n s  t h r e a t e n e d  wi th  h a r m  f r o m  i m p o r t s  f r o m  a b r o a d ,  w h e r e  
s u c h  f i r m s  w e r e  e s s e n t i a l  to o u r  d o m e s t i c  p r o d u c t i o n  b a s e  at  h o m e  
and to o u r  own s e c u r i t y .  A f lood of r e q u e s t s  to the T a r i f f  C o m m i s s i o n  
h a s  r e s u l t e d .  I w o n ' t  s ay  tha t  the g a r l i c  i n d u s t r y  h a s  a s k e d  f o r  p r o t e c -  
t ion  on the g r o u n d s  of n a t i o n a l  s e c u r i t y ,  but  a l m o s t  e v e r y  o t h e r  i n -  
d u s t r y  h a s .  

The c l a s s i c  c a s e  w h i c h  h a s  had  the m o s t  pub l i c i t y  i s  the w a t c h  
i n d u s t r y ,  as  the r e s u l t  of the r e c o m m e n d a t i o n  by the T a r i f f  C o m m i s -  
s ion  and  the Off ice  of D e f e n s e  M o b i l i z a t i o n  to the P r e s i d e n t  to r a i s e  
the duty on w a t c h e s  about  50 p e r c e n t .  Tha t  had  a lot  of pub l i c i ty .  
On the s u r f a c e  it m i g h t  s e e m  a l o g i c a l  th ing  f o r  h i m  to do. I t  s e e m e d  
l o g i c a l  to m a n y  peop le  who h a d  not  s t u d i e d  it  v e r y  c a r e f u l l y .  I th ink  
it w a s  a c o m p l e t e l y  u n s o u n d  c o n c l u s i o n .  

S ince  th is  i s  one of the i m p o r t a n t  thoughts  I wan t  to l e a v e  w i th  
you ,  I s h a l l  t r y  to d e v e l o p  m y  r e a s o n s  r a t h e r  fu l ly .  I s h a l l  go on 
r e c o r d  as  g r a v e l y  q u e s t i o n i n g  a l ine  of t h ink ing  w h i c h  p r o p o s e s  to s e t  
a s i d e  a g r o u p  of s p e c i a l i z e d  shop  s k i l l s  in  the i n t e r e s t  of n a t i o n a l  
s e c u r i t y ;  I f u r t h e r  p r e d i c t  tha t  the Off ice  of D e f e n s e  M o b i l i z a t i o n  w i l l  
r e v e r s e  i t s e l f ,  s i n c e  I don ' t  th ink the d e c i s i o n  they  m a d e  in  the  w a t c h  
c a s e  is  sound  o r  w i l l  s t a n d  up. 

L e t  m e  go b a c k  to W o r l d  W a r  I I  f o r t h e  b a s i s  fo r  m y  p r e m i s e .  
T h e r e  is  no th ing  in w a t c h  m a n u f a c t u r i n g  as  e x a c t i n g  as ,  f o r  i n s t a n c e ,  
a N o r d e n b o m b s i g h t ,  y e t  the N o r d e n  b o m b s i g h t - - p a r t s  of i t - - w e r e  m a d e  
by a g r e a t  v a r i e t y  of peop le  who knew no th ing  about  it .  The w a t c h  
i n d u s t r y ,  so f a r  as  I know,  m a d e  none of it .  S p e r r y  and IBM and  Gen-  
e r a l  E l e c t r i c  and a l a r g e  n u m b e r  of s u c h  w e l l  m a n a g e d  c o n c e r n s ,  
f a m i l i a r  wi th  p r e c i s i o n ,  w e r e  then  and a r e  today  m a k i n g  i t e m s  m u c h  
m ~ r e  e x a c t i n g  than w a t c h e s .  
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R e m e m b e r  what  the  a u t o m o b i l e  i n d u s t r y  did i~ p r o d u c i n g  a i r -  
c r a f t  e n g i n e s  in  the  l a s t  w a r  ? T h e r e  w e r e  peop le  who sa id  that  
K n u d s e n  was  jus t  p la in  nu ts  in  t h r o w i n g  the bulk of ou r  a i r c r a f t  
eng ine  p r o d u c t i o n  in t a  the a u t o m o b i l e  i n d u s t r y .  We know now wha t  a 
f ine  job they  did.  I don ' t  m a i n t a i n  tha t  they  could  d e v e l o p  an a i r c r a f t  
e n g in e ,  but  I th ink  the r e c o r d  is  qui te  c l e a r  that  they  can  bu i ld  t h e m  
a c c u r a t e l y  and in  g r e a t  quant i ty .  

You r e m e m b e r  the m a n u f a c t u r e  of m a c h i n e  guns ? The f i r s t  con-  
t r a c t  e v e r  a l l o t t e d  to a r v b o d y  e l s e  e x c e p t  a gun  m a n u f a c t u r e r  was  a 
c o n t r a c t  w h i c h  w e n t  to P o n t i a c ,  and  they  k n o c k e d  the spo t s  ou t  of any 
r e c o r d  tha t  the o ld  e s t a b l i s h e d  gun m a n u f a c t u r e r s  had  m a d e ,  b e c a u s e  
they  had  the  n e w  a p p r o a c h  of a u t o m o t i v e  m a n u f a c t u r e ,  p lus  m o d e r n  
m a n a g e m e n t .  

I say ,  t h e r e f o r e ,  that  what  we n e e d  to p r e s e r v e  ou r  n a t i o n a l  
s e c u r i t y  i s  v e r s a t i l e  m a n a g e m e n t ,  p lus  d e s i g n  s k i l l s ,  m o s t  p a r t i c u -  
l a r l y  d e s i g n  s k i l l s ,  peop le  who know how to d e s i g n  too l s ,  j i g s ,  f ix-  
t u r e s ,  and  what  not ,  as  we l l  as s p e c i a l  m a c h i n e  too l s .  We n e e d  
d i v e r s i f i e d  s k i l l s .  But ,  to s e t  a s i d e  s p e c i a l  g roups  of shop  s k i l l s  
wi th  a f e n c e  a r o u n d  t h e m ,  to se t  up tha t  p r i n c i p l e  s e e m s  to m e  v e r y  
d a n g e r o u s .  I m a i n t a i n  that  t h e s e  d e f e n s e  s k i l l s  tha t  we wan t  to m a i n -  
tai~ m u s t  a lways  be s u b j e c t  to the  s h a r p  whip of c o m p e t i t i o n ,  so  tha t  
t hey  wi l l  r e m a i n  on t h e i r  toes .  Any o t h e r  p r a c t i c e  w i l l  be  w a s t e f u l  
and m i s l e a d i n g ,  p a r t l y  b e c a u s e ,  of c o u r s e ,  no one knows  what  o u r  
fu tu r e  p r o d u c t i o n  n e e d s  wi l l  be .  It m a y  be s o m e t h i n g  l ike  a w a t c h - -  
i t  m a y  be s o m e t h i n g  v e r y  d i f f e r en t .  

L e t  m e  r e p e a t  that  we m u s t  have  v e r s a t i l e  m a n a g e m e n t  t e a m s  
and v e r s a t i l e  d e s i g n  sk i l l s .  I r e m e m b e r  v e r y  w e l l  w h e n  we had  the 
f i r s t  l a r g e  b a g - l o a d i n g  p r o g r a m .  When  the  w a r  b r o k e  out,  t h e r e  was  
g r e a t  a r g u m e n t  in  the  O r d n a n c e  D e p a r t m e n t  as  to who shou ld  s e t  up 
t hose  p lan t s .  T h e r e  l ~ d  to be  a l a r g e  n u m b e r  of t h e m .  Bob P a t t e r s o n  
m a d e  what  we r e g a r d e d  as  a v e r y  c o u r a g e o u s  m o v e  w h e n  he  s a id ,  
"Give  m e  a s t o c k - e x c h a n g e  l i s t  and l e t  m e  p ick  out the  b l u e - c h i p  
c o m p a n i e s .  I a m  happy  to h a v e  t h e m  s e t  up t h o s e  p lan t s  b e c a u s e  they  
h a v e  good m a n a g e m e n t .  " His  j u d g m e n t  was  c o m p l e t e l y  b o r n e  out.  
P e o p l e  l ike  P r o c t e r  and G a m b l e  did an o u t s t a n d i n g  job in the  b u s i n e s s  
of bag  l oad ing  d u r i n g  the  w a r .  Why ? N o t  b e c a u s e  they  knew a n y t h i n g  
about  i t  b e f o r e ,  but  b e c a u s e  they  had  good m a n a g e m e n t .  

That is the way I think we shall have production security. 1"he 
p r i v a t e - e n t e r p r i s e  s y s t e m ,  wi th  ful l  r e s p o n s i b i l i t y ,  i s  the  u l t i m a t e  
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in  ou r  e c o n o m i c  s y s t e m .  That ,  I b e l i e v e ,  i s  the  on ly  way  we can  
p r o v i d e  a s u b s t a n t i a l  and d e p e n d a b l e  s e c u r i t y  b a s e .  We have  tha t  
today ,  and i t  i s  b e c a u s e  E u r o p e ,  ge~nerally, d o e s  not  have  i t  in  any  
c o m p a r a b l e  s e n s e  tha t  we a r e  so f a r  -\ ahead  of t h e m  in  our  ab i l i t y  to 
p r o d u c e  and d i s t r i b u t e .  

~Well, G e n e r a l  Ho l l i s ,  I a m  look ing  at that  c lock ,  w h i c h  t e l l s  m e  
tha t  I shou ld  s top  at th i s  point .  I hope  I h a v e  s a i d  enough  to p r o v o k e  
th i s  a u d i e n c e  in to  s o m e  u s e f u l  a r g u m e n t .  C e r t a i n l y  I have  a p p r e -  
c i a t e d  t h e i r  c o u r t e o u s  a t t en t ion .  

MR. HILL:  G e n t l e m e n ,  Mr .  Bat t  w i l l  be  glad to h a v e  y o u r  
q u e s t i o n s .  

QUESTION: I th ink  we a r e  a l l  a g r e e d  wi th  you,  s i r ,  in  r e g a r d  
to c o m p e t i t i o n  in A m e r i c a ,  but  we k e e p  r e a d i n g  about  the s u c c e s s  of 
the R u s s i a n s  in  m a s s  p r o d u c t i o n  and new t e c h n o l o g y ,  and how they  
a r e  c a t c h i n g  up wi th  us.  At l e a s t  we r e a d  it" Since  they  don ' t  h a v e  
c o m p e t i t i o n ,  wi l l  you  s o r t  of d i s c u s s  the  ph i l o sophy  of how they  get  
so good ? 

MR. B A T T :  In the f i r s t  p l ace ,  I don ' t  know how good they  a r e .  
I ~ a s  on ly  t h e r e  once .  I s u p p o s e  I know that  G e r m a n y  did a f ine  job  
of p r o d u c t i o n  in  the p e r i o d  of 1930 to 1939 u n d e r  a d i c t a t o r ,  and  I wi l l  
a g r e e  tha t  d i c t a t o r s ,  who don ' t  c a r e  w h e r e  the  shoe  p i n c h e s  w h e n  they  
wan t  to put one  th ing  a h e a d  of e v e r y t h i n g  e l s e ,  as  the  R u s s i a n s  do, 
can  g e t  out p r o d u c t i o n  fo r  m i l i t a r y  p u r p o s e s  too. I w o n ' t  s ay  they  
can't.~ It  i s  not  the  s o r t  of l i f e  that  you and I want  to l ive ,  a n d  I a m  
c o n v i n c e d  tha t  the only way  t o  get  the k ind  of l i fe  we want  to l ive  and 
the  m a x i m u m  of d e f e n s e  p o s t u r e  at the s a m e  t i m e  i s  t h r o u g h  a c o m -  
p e t i t i v e  e c o n o m y .  

QUESTION: Sir ,  s e v e r a l  y e a r s  ago when  th i s  E u r o p e a n  D e f e n s e  
C o m m u n i t y  s t a r t e d  out,  i t  s t a r t e d  out wi th  qui te  b ig  f a n f a r e ,  to ge t  , 
e v e r y b o d y  t o g e t h e r  in to  a c o m m o n  p r o d u c t i o n  pool  and a c o m m o n  
c o n s u m e r  pool .  Has  th i s  th ing ,  f r o m  what  you r e a d ,  a c t u a l l y  d ied  ou~ 
in E u r o p e  ? A r e  they  a c t u a l l y  w o r k i n g  t o w a r d  that  ? 

MR. BATT:  No, i t  h a s  not  d ied .  It  was  n e v e r  as a l ive  as  we t r i e d  
to m a k e  it.  One of the  t r o u b l e s  wi th  us  i s ,  we  g e t ' t o  r i d i n g  a h o r s e  and 
as  we push  it ,  we k id  o u r s e l v e s  in to  b e l i e v i n g  tha t  th ings  a r e  h a p p e n i n g  
tha t  a r e  not  a lways  happen ing .  Tha t  D e f e n s e  C o m m u n i t y  n e v e r  wen t  
n e a r l y  as fas t  as we t r i e d  to m a k e  it. 
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Europe  has  however ,  se t  up the Coal  and Steel  Communi ty  which' 
has  made. s u b s t a n t i a l  headway  and which,  while it  has  not g r e a t l y  
changed the p roduc ing  and d i s t r i b u t i n g  ba s i s  of t h e  Continent. of 
Eu rope ,  has  made  some  con t r ibu t ion  to that. 

They a r e  now p r o p o s i n g  to se t  up an o rgan iza t ion  of a s i m i l a r  
tyl~e, for  exchange  of p e a c e t i m e  i n t e r e s t s  in the u s e s  of a tomic  ene rgy .  
Some headway, i s  be ing  made .  The re  a re  many E u r o p e a n s  who be -  
l i eve  in  i n t eg ra t i on ,  but t h e r e  a r e  these  s t rong  na t iona l  p r e j u d i c e s  
that  ope ra t e  t h e r e ,  the s a m e  as  they do he re .  In any event ,  they  have 
not got going as  fas t  as  A m e r i c a  would l ike  to see  it.  

QUESTION: Sir ,  I a s s u m e  f r o m  your  talk that  you a re  tak ing  a 
swing at  the m a n a g e m e n t  in  the m i l i t a r y .  I would l ike to take a swing 
back,  to see  ff my  th inking i s  c o r r e c t .  In the f i r s t  pldce,  I c l a i m  we 
do have  good m a n a g e m e n t  in  the m i l i t a r y .  In tl~.e second p lace ,  we 
have  the top people o f  G e n e r a l  Moto r s ,  S tandard  Oil  of New J e r s e y ,  
and AT&T as our gu ide l ines .  Can you give us  some  for  i n s t ance  
why the m i l i t a r y  m a n a g e m e n t  needs  .so much  i m p r o v e m e n t  ? 

MR. BATT:  I d idn ' t  s ay  quite that ,  a l though I a g r e e  i t  can  b e  
i n t e r p r e t e d  tha t  way.  I sai~l that  by and l a r g e  I don ' t  think the m i l i -  
t a r y  has  enough recogn i t ion  of m a n a g e m e n t  as such.  Many of our  
m i l i t a r y  i n s t i t u t i ons  do have  exce l l en t  m a n a g e m e n t .  I think,  for  
i n s t auce ,  tha t  our" Ordnance  opera t ion ,  which  I suppose  i s  the l a r g e s t  
s ingle  i n d u s t r i a l  ope ra t i on  in the wor ld  (if i t  i s  not l a r g e r  than G e n e r a l  
Motors ,  i t  comes  c lose  to it) by and l a r g e  h a s  given an e x t r e m e l y  good 
account  of i t se l f .  But so f a r  as  I know the re  i s  no unft  i n  the Depar t -  
men t  of Defense  cha rged  with b e t t e r  m a n a g e m e n t  as  such.  If t he re  i s ,  
i t  has  happened r e c e n t l y  and I have not been  i n f o r m e d  about it .  I 
a sked  that  ques t ion  of a m a n  who ought to know wi th in  the l a s t  month 
and he sa id  no, t he re  was  not. 

When we s t a r t e d  th is  o f f s h o r e - p r o c u r e m e n t  ope ra t ion  in Europe  
we n e v e r  got much suppor t  f r o m  the Defense  D e p a r t m e n t  on the de- 
s i r a b i l i t y  of r e c o g n i z i n g  b e t t e r  m a n a g e m e n t  ~s one of the r e a s o n s  why 
an o r d e r  should be p laced  with a c o n c e r n  in  Europe .  They  wanted  to 
look only at  cos t s .  Our c iv i l i an  concept  then was ,  and i t  would s t i l l  
be mine ,  that  we a r e  c o n c e r n e d  as  much with the deve lopment  of 
b e t t e r  m a n a g e m e n t  in  Europe  as  ~ e  a r e  with ge t t ing  an o r d e r  for  s h e l l s  
f i l l ed  at ten cen ts  or  a do l l a r  lower  o r  h ighe r  than  some o the r  p r i ce .  
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That  was  the  r e a s o n  fo r  m a k i n g  that  s t a t e m e n t .  

QUESTION: I would  l ike  to a sk  about  how those  E u r o ~ a n  n a t i o n s  
have  b e e n  able  to c o m p e t e  so long  in  the South A m e r i c a n  r ~ I r k e t ,  and  
e v e n  in  c a s e s  in ou r  own m a r k e t .  We have  a l l  h e a r d  of th is  g e n e r a t o r  
c a s e  w h e r e  we don~t buy B r i t i s h  g e n e r a t o r s ,  but  I have  a c t u a l l y  s e e n  
t r a n s f o r m e r s  m a d e  in E n g l a n d  and B e l g i u m  b e i n g  put in to  A m e r i c a n  
G o v e r n m e n t  p o w e r p l a n t s  p r o j e c t s .  How w e r e  they  ab le  to bu i ld  t h e m  
and s e n d  t h e m  o v e r  h e r e  and put t h e m  in c h e a p e r ,  in  sp i t e  of a l l  the  
d i s c r i m i n a t i o n  we have  s e t  up a g a i n s t  t h e m  ? 

MR. BATT: I wish everybody would ask me a question I can 
answer as easily as that one. This matter came up when I was in 
Great Britain. The head of English Electric was a friend of mine, 
as both ~he presidents of General Electric and Westinghouse are. 
That is an unusual kind of a piece of equipment. It is not mass pro- 
duced. Every one of those jobs is different from any other one. 
There is no doubt about the fact that English Electric, to be specific, 
has been the low bidder on those jobs. They have good engineers and 
they can design a piece of equipment for a customer substantially as 
well as General Electric or Westinghouse can, and their low-wage 
rates are an enormous help. 

It is when we get into the mass-productlon field, where we de- 
velop techniques for both machine tools and the utilization of manpower 
that they won't bother to do in Europe, that we become so successful. 

I cited a type of mass-productlon thing that could be brought into 
the United States successfully--the bicycle, and the watch. I could 
also have cited as another example on the other side, the custom-made 
unit, such as the generator or transformer. 

QUESTION: Si r ,  we  spen t  a g r e a t  dea l  of t i m e ,  e f fo r t ,  and m o n e y  
in d e v e l o p i n g  p r o d u c t i v e  c a p a b i l i t i e s  in  E u r o p e ,  i t  s e e m s  to m e ,  p e r -  
haps ,  to the  e x c l u s i o n  of the o t h e r  na t i ons  in  ou r  own h e m i s p h e r e ,  
w h i c h  in  t i m e  m i g h t  be e v e n  m o r e  i m p o r t a n t  to us .  

MR. BATT:  You m e a n  L a t i n  A m e r i c a ?  

STUDENT:  Y e s ,  and South A m e r i c a .  

MR. BATT:  Wel l ,  t h e r e  i s  not  m u c h  i n d u s t r i a l  p r o d u c t i o n  c a p a c -  
i ty  down t h e r e .  I a m  not  b e i n g  f a c e t i o u s .  A m o n g  m y  e x t r a - c u r r i c u l a r  
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a c t i v i t i e s  today ,  I w o r k  wi th  the N a t i o n a l  P l a n n i n g  A s s o c i a t i o n  h e r e  
in Wash ing ton ,  and p a r t i c u l a r l y  now on a g r an t  f r o m  the  F o r d  F o u n d a -  
t ion  s t u d y i n g  t e c h n i c a l  a s s i s t a n c e  in L a t i n  A m e r i c a .  The  e v i d e n c e  i s  
qui te  c l e a r  that  t h e r e  i s  v e r y  l i t t l e  m a n u f a c t u r i n g  i n d u s t r y  in  L a t i n  
A m e r i c a  that  would  be adap tab le  to the k ind  of m i l i t a r y  p r o d u c t i o n  we 
a r e  t a l k ing  about.  

S u r e l y  I b e l i e v e  we ought  to w o r k  c l o s e r  wi th  La t in  A m e r i c a  than  
we h a v e  in  the  l a s t  few y e a r s .  We r a t h e r  t r a n s f e r r e d  ou r  love  f r o m  
the  good  n e i g h b o r  h e r e  o v e r  to the o t h e r  s ide  wi th  NATO w h e n  we got 
as  w o r r i e d  about  E u r o p e .  That  is  one of our  d i f f i cu l t i e s .  We t end  
to b low hot  and cold.  When  we a r e  w o r r i e d  about E u r o p e ,  a l l  of ou r  
i n t e r e s t s  t end  to go to E u r o p e .  I a g r e e  with you 100 p e r c e n t  as  to the  
n e c e s s i t y  fo r  the  c l o s e s t  p o s s i b l e  r e l a t i o n s h i p s  w i t h  L a t i n  A m e r i c a .  

QUESTION: Mr.  Bat t ,  you m e n t i o n e d  that  E u r o p e a n s  have  good 
b a s i c  r e s e a r c h e r s  and t h e i r  l abo r  i s  good. Now, they  a r e  f a s t  adop t -  
i ng  o u r  m o d e r n  m e t h o d s  of p r o d u c t i o n  and  i ncen t i ve .  Of c o u r s e  
Sovie t  Ch ina  and Sovie t  R u s s i a  a r e  going to a c c e l e r a t e  tha t ,  I think.  
Do you th ink they  wi l l  b e c o m e  f o r m i d a b l e  r i v a l s  in  p r o d u c t i v i t y  s h o r t l y ,  
o r  i s  tha t  qui te  a way off ? 

MR. BATT:  I th ink  ff we o p e r a t e  as  we have  in  the pas t  we sha l l  
con t inue  to ~eep  ahead  of t hem.  F o r  i n s t a n c e ,  a u t o m a t i o n  i s  an 
A m e r i c a n  d e v e l o p m e n t  of the l a s t  few y e a r s .  If you u s e d  that  t e r m  in  
E u r o p e  t h e r e  would  be v e r y  few peop le  would  know what  you w e r e  t a l k -  
i ng  about.  If we don ' t  k e e p  on our  t o e s  they  can  ca tch  up wi th  us ,  of 
c o u r s e .  I shou ld  th ink  the going  wi l l  g e n e r a l l y  be m o r e  d i f f i cu l t  in  the  
nex t  5 o r  10 y e a r s .  As a m a t t e r  of fac t ,  i t  was  e x p e c t e d  tha t  would  
h a p p e n  a long  t i m e  ago,  tha t  r i g h t  a f t e r  the w a r  the E u r o p e a n s  would  
get  in to  the  A m e r i c a n  m a r k e t .  They  bought  s o m e  of our  m a c h i n e r y ,  
and  t h e r e  was  a good d e a l  of a p p r e h e n s i o n  on the  p a r t  of m a n y  A m e r i -  
c a n s  that  they  would  t u r n  out ~ goods  so f a s t  as  to h u r t  us  c o m p e t i t i v e l y .  
You  d i d n ' t  s e e  any such  r e s u l t .  

T h e r e  have ,  of c o u r s e ,  b e e n  s u b s t a n t i a l  a d v a n c e s  in  E u r o p e .  
Mos t  i m p o r t a n t l y  t h e r e  ha s  b e e n  a g r e a t  advance  in  the Un i t ed  S t a t e s  
in  the  s a m e  p e r i o d .  Maybe  we can  k e e p  that  d i f f e r e n t i a l  I would  
hope  we can.  If we s t and  s t i l l ,  y o u  wou ld  be r i g h t  in  y o u r  f e a r s .  

QUESTION: S i r ,  you m e n t i o n e d  that  you would  r a t e  G e r m a n y  tops  
in  p r o d u c t i v e  knov~-how in  E u r o p e .  I s  that  a t t r i b u t e d  to the f a c t  tha t  
the  c o m p e t i t i v e  e l e m e n t  i s  i n  e x i s t e n c e  in  G e r m a n y  ? 
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MR. BATT:  V e r y  subs t an t i a l l y .  

-STUDENT: If that  i s  so, shou ldn ' t  t he i r  s e r i o u s  compet i t ion ,  
that  compe t i t ion  with B r i t a i n  and F r a n c e  b r u s h  off, so that  t he re  i s  
a b e t t e r  compe t i t i ve  ac t iv i ty  in F r a n c e  and B r i t a i n  ? 

MR. BATT:  I think that  has  happened.  If you had sa id  " p r o d u c -  
t iv i ty  ~' in  Europe  in 1946 or 1947 there  would have been  few people who 
would have known what you were  t a lk ing  about. I m a k e  that  s t a t e m e n t  
with g r e a t  de f in i t enes s .  I have h e a r d  it  d i s c u s s e d  that  E u r o p e a n s  have 
had no c o m p r e h e n s i o n  w h a t s o e v e r ,  g e n e r a l l y  speak ing ,  of the e l e m e n t s  
Of p roduc t iv i ty  as  i t  is  p r a c t i c e d  in the Uni ted  Sta tes .  I n e v e r  did t e l l  
you why I think we a re  so fa r  ahead.  I ought to do that.  

I spoke of compet i t ion ,  and of the d i f f e r ences  in our  hab i t s ,  but  
I did not say  much about the ba s i c  r ea son .  I a t t r ibu te  a g r e a t  dea l  to 
our  unique i n d u s t r i a l  s y s t e m .  The re  i s  no s y s t e m  of e n g i n e e r i n g  
educat ion  in Europe  that  r e m o t e l y  c o r r e s p o n d s  to t h a t  in the Uni ted  
Sta tes .  The re  is  not a s ing le  b u s i n e s s  school  in Europe  that  has  any 
r e s e m b l a n c e  to the H a r v a r d  School of B u s i n e s s  A d m i n i s t r a t i o n ,  or  to 
Whar ton  in Ph i l ade lph i a ,  and o t h e r s .  The re  i s  not,  t h e r e f o r e ,  any 
subs t an t i a l  s e g m e n t  of the young men  of a coun t ry  with some  knowledge 
or  some a p p r e c i a t i o n  of product ion .  

G e n e r a l  Hol l i s  spoke of Pu rdue ,  where  I was a g radua te .  Pu rdue  
i s  a byproduc t  of the Land Grant  Act,  the M o r r i l l  Land  Gran t  Act  
p a s s e d  by C o n g r e s s  in 1868 or  1870, pa s sed  b e c a u s e ,  p r i m a r i l y ,  you 
know, the Nor th  was  d e s p e r a t e l y  s h o r t  of o f f i ce r s  in the C iv i l  War.  
We had Wes t  Po in t  while  the South had, I think,  s ix  m i l i t a r y  schoo l s .  
They had a f lock of good g e n e r a l s .  If we had had the g e n e r a l s  that  
the South had, I suppose  it  i s  a safe s t a t e m e n t  that  the Civi l  War  would 
not have l a s t ed  a y e a r .  Our  C o n g r e s s  r ecogn ized  that  we needed to 
have  a nuc leus  of sk i l l ed  m i l i t a r y  men,  and the M o r r i l l  Land Gran t  
Act  se t  as ide  sec t ions  of the public lands  i n  the Wes t  (the r e s u l t  of the 
L o u i s i a n a  Pu rchase}  to those  Sta tes  which would se t  up co l l eges  to 
t each  a g r i c u l t u r e  and the  m e c h a n i c  a r t s  and give at the s ame  t ime ,  
some  m i l i t a r y  t r a in ing .  We have such co l l eges  a l l  the way f r o m  Rutge r s ,  
wh ich  I think i s  the m o s t  e a s t e r l y  one, through the Middle West  and the 
F a r  West .  

They have g radua ted  l a r g e  n u m b e r s  of s o - c a l l e d  e n g i n e e r s .  I am 
one of them.  I donTt c o n s i d e r  m y s e l f  much of an eng inee r .  But those  
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m e n  have  d r i f t e d  in to  the v a r i o u s  a s p e c t s  of i n d u s t r y ,  a s i d e  f r o m  "the 
e n g i n e e r i n g  d e p a r t m e n t ,  so tha t  you f ind the h e a d s  of m a n y  o f  ou r  
l a r g e s t  A m e r i c a n  c o m p a n i e s  g r a d u a t e s  in  the e n g i n e e r i n g  of the  
A m e r i c a n  Land  Gran t  Co l l ege  S y s t e m .  We take a boy off the c o r n  
f i e ld ,  wi th  m u d  on h i s  s h o e s ,  and give  h i m  four  y e a r s  of that  k ind  of 
e x p o s u r e  and g r a d u a t e  h i m  as an e n g i n e e r .  He is  not  m u c h  of an 
e n g i n e e r ,  but  he  knows  what  i t  i s  a l l  about .  If he wan t s  to be  a good 
e n g i n e e r ,  he  knows  w h e r e  to go. 

E u r o p e  has  none  of that.  The G e r m a n s  have  a l i t t l e  of i t  and  h a v e  
had  that  fo r  a l o n g e r  t i m e  than  any o t h e r  c o u n t r y  in  E u r o p e .  That ,  I 
th ink,  c o n t r i b u t e s  in  p a r t  to t h e i r  m e c h a n i c a l  a p t i t u d e s  and m o r e  
a g g r e s s i v e  b u s i n e s s  d e v e l o p m e n t .  

QUESTION: Si r ,  we have  had  a lot  of d i s c u s s i o n  h e r e  in  the l a s t  
few m o n t h s  on the p o s s i b i l i t y  of a fou r th  s e r v i c e  of supply .  You m e ~ -  
t i o n e d  s o m e t h i n g  about  the M i n i s t r y  of Supply and i t s  e x p e r i e n c e  in  
B r i t a i n .  Is  t h e r e  any th ing  we can l e a r n  f r o m  that  type of e x p e r i e n c e  
tha t  would  give  s o m e  r a t i o n a l i t y  to t h e i r  p o s i t i o n  ? 

MR. BATT:  That  q u e s t i o n  was  a s k e d  b e f o r e  we c a m e  in. I know 
n o th in g  about  ou r  d i s c u s s i o n s  on th i s  s ide .  I w a t c h e d  the M i n i s t r y  of 
Supply in E n g l a n d  fo r  t h r e e  y e a r s ,  and would  not  want  to dup l i ca t e  i t  
h e r e .  It  h a s  to be  a p o l i t i c a l l y  m o t i v a t e d  th ing  b e t w e e n  the  s e r v i c e s  
and the  p r o d u c e r ,  and I would  r e g r e t  to s e e  the Un i t ed  S t a t e s  copy it.  

QUESTION: Mr.  Bat t ,  could  you  c o m m e n t  on the  e f f ec t  of 
o r g a n i z e d  un ions  in E u r o p e ,  and p a r t i c u l a r l y  in  F r a n c e  and I t a ly  ? 
I s ay  tha t  b e c a u s e  of the e f fec t  of u n i o n s  in  th i s  coun t ry .  I a m  th ink -  
ing,  of c o u r s e ,  of the  C o m m u n i s t  i n f l uence .  

MR. BA.TT: T h e r e  i s  no l a b o r  m o v e m e n t  on the c o n t i n e n t  c o m -  
p a r a b l e  to tha t  w h i c h  E n g l a n d  has ,  o r  wh ich  we have .  The  un ions  in  
F r a n c e  a r e  s m a l l  in n u m b e r .  Only about  25 p e r c e n t  of the peop le  in  
i n d u s t r y  a r e  o r g a n i z e d ,  and they  a r e  not  v e r y  e f f e c t i v e l y  o r g a n i z e d  
in  the i n t e r e s t s  tha t  m o t i v a t e  ou r  b e t t e r  un ions .  They  t end  to s p e n d  
t h e i r  e f f o r t s  in  p o l i t i c a l  a c t i v i t i e s  and  c e r t a i n l y  the C o m m u n i s t  i n -  
f i l t r a t i o n  in  un ions  in  F r a n c e  and  I t a ly  ha s  b e e n  s u b s t a n t i a l .  T h e y  a r e  
not  an e c o n o m i c  fo r~e  in  the  s e n s e  in  w h i c h  un ions  a r e  in  th i s  country .~  
Union  o r g a n i z a t i o n  h e r e  i s  c e r t a i n l y  a h e a d a c h e  m a n y  t i m e s .  

But  the un ion  in  th i s  c o u n t r y  m u s t  be  g iven  m u c h  c r e d i t  f o r  the  
fac t  that  g e n e r a l l y  i t  i s  not  o p p o s e d  to m e c h a n i z a t i o n  and to a d d i t i o n a l  
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produc t iv i ty .  In Europe  they s t i l l  f ight  it .  Over  h e r e  the union knows 
p re t ty  wel l  t h a t  they  wi l l  get some  par t  of the saving ,  and they  know 
they  h a v e  f a r e d  wel l  by and l a rge .  In Europe  they don ' t  know that.  As 
a m a t t e r  of fact ,  they  don ' t  f a r e  wel l .  

So I think you can say  tha t  unions ,  whi le  t hey  have been  a t roub le -  
some fo rce  h e r e ,  on the whole have not been  too bad for  the coun t ry  
as a whole.  In Europe  they a re  not a c o n s i d e r a b l e  fo rce ,  excep t  f o r  
the po l i t i ca l  hea t  they gene ra te .  

QUESTION: Si r ,  I have r ead  of the t r e m e n d o u s  advances  in the 
s t a n d a r d  of l iv ing  that  have been  made  in  Sweden. How would you 
r a t e  the p roduc t iv i ty  of Sweden aga in s t  the Uni ted  S ta tes ,  or  aga in s t  
o the r  E u r o p e a n  coun t r i e s  ? 

MR. BATT:  Well ,  I think, ac tua l ly ,  i t  i s  above any coun t ry  in  
Eu rope .  I did not include i t  when I spoke of G e r m a n y ,  b e c a u s e  I was  
t a lk ing  about  the big coun t r i e s .  We have a big  e l e m e n t  of Scand inav ian  
popula t ion a m o n g s t  us  in th is  count ry .  They a r e  an e n t e r p r i s i n g  
people.  You know the SKF Company,  with ~¢hich I was for  so many  
y e a r s ,  had a block of Swedish s tock in it. I know Swedes v e r y  wel l ,  
and a d m i r e  them.  They a r e  an e n t e r p r i s i n g  people.  Many of the 
qua l i t i e s  we have a r e  those  which the Scand inav ians  had long be fo re .  

They  do a good produc t ion  job. They  have a p r e t t y  good ba l ance  
t h e r e  be tween  s o c i a l i s m  and the f r e e - e n t e r p r i s e  s y s t e m .  They  a r e  
n o m i n a l l y  a s o c i a l i z e d  count ry ,  but they dontt  push it  u n r e a s o n a b l y .  
T h e i r  p roduc t ion  i s  g o o d - - b e t t e r  than any o the r  coun t ry  I should think.  
It i s  such a homogenous  c o u n t r y - - t h e y  a r e  a l l  Swedes.! 

I should  l ike  to ask  the r e p r e s e n t a t i v e  f r o m  ODM, if he was  in-  
volved . in  the watch  ques t ion  + about which I spoke r e l a t i v e  to our  s e -  
cu r i ty .  If you w e r e ,  you m a y  have m o r e  fac t s  than I, and m a y  be 
wi l l i ng  to comment .  

STUDENT: No, s i r .  I was able to s t ay  out of that.  I n t e r e s t i n g l y  
enough, the D e p a r t m e n t  of Defense  dec i s ion  I be l i eve  was  r e l e a s e d  
l a t e r  in  an i nc lu s ive  d i spa tch(  T h e i r  pos i t ion  suppor ted  you r  pos i t ion ,  
in  the s e n s e  they decided the wa tches  were  not Fequi red  for  m i l i t a r y  
product ion .  My own p e r s o n a l  f ee l ing  i s  tha t  the s i tua t ion  was  c r i t i c a l  
to l oca l i zed  a r e a s ,  and i t  was  those  a r e a s  tha t  fo rced  some of the 
dec i s ion ,  the w ~ / i t  d id  go. 
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MR. B A T T :  I spoke  about  t a r i f f s  and  s a i d  at  the b e g i n n i n g - - I  
d i d n ' t  e m p h a s i z e  i t  as  m u c h  as  I m i g h t  h a v e - - t h a t  o u r  c i v i l i a n  i n -  
t e r e s t s  a r e  m i x e d  up wi th  our  s e c u r i t y  i n t e r e s t s .  

I saw the o t h e r  day  tha t  G o v e r n o r  M c K e l d i n  of M a r y l a n d  s e n t  a 
s t r o n g l y  w o r d e d  p r o t e s t  to both  C o n g r e s s  and the  T r e a s u r y  D e p a r t -  
m e n t ,  s a y i n g ,  " F o r  g o o d n e s s '  s a k e ,  don ' t  do a n y t h i n g  m o r e  to 
S w i t z e r l a n d .  P l e a s e  t ake  tha t  i n c r e a s e  off. It  h a s  h u r t  o u r  t o b a c c o  
s a l e s  to S w i t z e r l a n d .  S w i t z e r l a n d  i s  o u r  b i g g e s t  c u s t o m e r  f o r  M a r y l a n d  
t o b a c c o  and t h e i r  p u r c h a s e s  have  b e e n  v e r y  s e v e r e l y  r e d u c e d  as  a r e -  
su l t  of t h e i r  d e c r e a s e d  d o l l a r s .  " 

We m u s t  r e a l i z e  tha t  E u r o p e a n s  h a v e  to have  d o l l a r s  to buy  
A m e r i c a n  goods .  If they  don ' t  have  t h e m ,  t hey  c a n ' t  buy  A m e r i c a n  
goods .  If we  d o n ' t  buy  w a t c h e s  and b i c y c l e s ,  a m o n g  o t h e r  t h ings ,  
t hey  w o n ' t  buy  m a c h i n e  too l s  and a d d i n g  m a c h i n e s .  S ince  the  w a r ,  we  
have  b e e n  e x p o r t i n g  m o r e  than  we h a v e  b e e n  i m p o r t i n g ,  and  m a k i n g  
up the  d i f f e r e n c e  by gif ts  of one f o r m  o r  a n o t h e r .  We c a n  c o n t i n u e  tha t ,  
if tha t  i s  the w a y  we l ike  it .  I t  i s  a p o o r  way,  i t  s e e m s  to m e ,  to p r o -  
c u r e  a b a l a n c e  of t r a d e .  It t ends  a l w a y s  to s t a b i l i z e  on a l o w e r  and  
l o w e r  l e v e l .  I b e l i e v e  a c o u n t r y ' s  b e s t  i n t e r e s t  i s  s t a b i l i z a t i o n  on a 
h i g h e r  and h i g h e r  l e v e l .  It  s e e m s  to m e  tha t  c o n t r i b u t e s  to m i l i t a r y  
s e c u r i t y .  I have  c e r t a i n l y  t r i e d  to e m p h a s i z e  that  m a n y  t i m e s  th i s  

m o r n i n g .  

MR. H I L L :  M r .  Ba t t ,  t h e r e  i s  no s u b s t i t u t e  fo r  the thought fu l  
c o n c l : l s i o n s  of on-e of the found ing  f a t h e r s  of i n d u s t r i a l  m o b i l i z a t i o n  
p l ann ing .  On b e h a l f  of the C o m m a n d a n t  p l e a s e  a c c e p t  the thanks  of 
a l l  of us  fo r  y o u r  a p p e a r a n c e  h e r e  th i s  m o r n i n g .  

MR.  B A T T :  Thank  you.  

(20 A p r  1 9 5 6 - - 4 5 0 ) O / e n  
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