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Foreword 

Productivity is the great dynamic idea that the Mutual Security Agency is 
emphasizing in its economic and social programs in Europe for 1952 and beyond. 
In technical terms, productivity means more output per man-hour with a given 
quantity of labor, materials, and equipment. In broader terms, however, productivity 
provides an' effective medium for lifting everybody's living standards, Its. under
lying assumption is that larger earnings from increased output will be equitably 
shared out in the form of higher wages for the worker, lower prices for the consumer, 
and greater rewards for owners and management. These are the driving forces 
of a dynamic expanding economy which leads to social health, political stability 
and strength for a free world challenged by communism. 

In November, 287 European industrialists came to the United States under the 
auspices of the Economic Cooperation Administration (now Mutual Security 
Agency) to make a survey of American 'industrial methods, labor relations, and 
management practices that yield higher productivity. During their visit they were 
addressed by a number of U.S. Government officials who discussed this subject from 
divergent backgrounds. Excerpts from five of these speeches are reprinted in this 
pamphlet in the belief that they make a contribution to the developing doctrine of 
productivity. 
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BUILDING STRENGTH IN THE ATLANTIC COMMUNITY 
by 

James E. Webb 
Under Secretary of State 

I greet you today nomic and social decay within while rearming 
as fellow citizens of against aggression from without. 
the North Atlantic 
Community. We Averting War Through Strength 
have a tremendous There is no precedent for the situation in 
job ahead of us. which we find ourselves today. For the first 
The job is to rearm time in history great, free, democratic peoples 
to the point where must build and maintain a high level of arma
our community will ments in a time of nominal peace. In the past
be secure from ag- democracies have armed during war time and 

gression, while at the same time maintaining have disarmed thereafter. But by the very
economic and social progress. nature of the situation in which we find our-

It is not possible to separate the two parts selves today there can be no definite cut-off 
of this task. Rearmament is a dire necessity date to the maintenance of a high level of 
today; but if we should try to accomplish armaments. We are dedicated to a policy of 
it without due regard for the economic and trying to prevent the final disaster of war 
social health of the community, we would be through strength. But success itself-the 
building our defenses upon sand. The hard avoidance of war-may and probably will 
facts today are that unless we succeed in mak- require that we maintain a strong armed 
ing and keeping our economies strong, in giv- position for a long period of years. The 
ing our free peoples grounds for hope and carrying out of this policy requires infinite 
for improving their conditions of life during patience and continuous sacrifice. It also re
a long period that is neither war nor peace, quires understanding of all the social and eec
we shall not only fall short of our defense nomic and political factors that go to make 
goals, but we might become so weakened eco- up the total strength of the free world. 
nomically and socially that we could be con- The Mutual Security Act of 1951 recognizes
quered from within. The strength of the the interdependence of military defense and 
Communist appeal in many countries of the economic strength. Under the authorization 
Atlantic Community today is already a reflec- of that Act the United States is able to share 
tion of living standards that are too low and fully the burdens involved in building the 
of hopelessness regarding their improvement, collective defense. That Act authorizes not 
No country-not any of us--can risk ceo. only military but economic and technical 
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assistance. Through that Act we expect to 
play our full part in making the Atlantic 
Community secure and economically and 
socially sound for the long pull. 

Increased Productivity Neeessary 
Of these various forms of aid the technical 

assistance is by no means the least important, 
for no free nation can today carry the neces-
sary load of military rearmament and at the 
same time assure economic and social progress 
except by increasing the efficiency and pro-
ductivity of its economy. In the United States 
we have increased our tax burdens to helpthe onitilrermamnt.Butlad ver 
carry tsocial 
the long pull we expect that our own increases 
in productivity will help us carry that load so 
that our economic and social progress will 
merely be slowed down during the next few 
critical years and will regain its momentum 
after our defensive shield has been built. 

In Europe the possibilities for making in-
creased productivity bear the load of rearma-
ment plus advancing living standards are even 
greater than in the United States, for Europe 
starts from a much lower productivity base. 
In many countries of Europe, output per man-
hour is only a third or less of that in the U.S. 
The reasons for this are known. The methods 
by which this great disparity in productivity 
can be remedied are also known. It remains 
for the countries of the Atlantic Community 
which have been more successful in achieving 
a higher productivity to share their knowledge 

and techniques with those which have been 

less successful. It also remains for those coun-

tries where productivity is low to make a tre-
mendous effort to seek from their neighbors 
in the community of free nations, and apply, 
those tested and proven methods that can 
bring security and economic and social health. 

I have bee; exceedingly glad to note that 
the Organization for European Economic 
Cooperation has examined the dual problem of 
achieving security and economic well-being, 
has balanced it against the resources available 
to be mobilized, and has concluded that the 
job can be done. In a manifesto issued in 
Paris last August, the governments represented 
in the OEEC declared that it was their objec
tive to increase production in Western Europe 
by 25 percent during the next five years, that 
such an increase would provide amply for 
defense requirements and at the same time 

ensure 	an increase in living standards and in 
progress, and that increasing produc

iit isothetmo n t 
ing production. 

In the last analysis it is not countries that 
must do this, but people. You who do the ac
tual producing in Europe have the ultimate 
responsibility. I am sure you realize this, 
otherwise you would not he here today. But 
I do want to emphasize that the security and 
economic health of the Atlantic Community, 
and of the free world as a whole to build 
security and economic progress depends to a 
very important degree upon what you as in
dividuals are able to do to increase produc
tivity in your own factories and spread the 
doctrine and methods of high productivity 
throughout your countries. 

We in the United States have much to offer 

in the achievement of this task. And you have 

much 	 to offer us. As citizens of a common 

community, devoted to the same ideals, con

fronted by the same dangers, and striving to
ward the same goals, let us work together to 
make all parts of our community secure and 
prosperous. 
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THE PARTNERSHIP APPROACH TO PRODUCTIVITY 

by
 
Clinton S. Golden
 

Consultant, Office of Labor Advisors, ECA
 

I am grateful for 
the opportunity of 
being here with you 
today. You repre-
sent the owners of 
great European in-
dustries. I have 
spent my life in the 
United States labor 
movement. And yet 

today we together, management and labor-
indeed, all free men-confront with a single 
mind and in a cooperative spirit, the great 
problem of the age in which we live. That 
problem is to create a living, meaningful 
partnership between free nations and between 
free men in each nation, that will stand strong 
and firm against the Communist challenge and 
at the same time assure a good life to free men 
and hpe for its steady improvement, 

We are late-exceedingly late-in arriving 
at a partnership approach to this problem. 
The pressures of totalitarianism which have 
have been closing in about us in this genera- 
tion have met only weak resistance because rf 
disunity, hopelessness, and strife within our 
own ranks. Today, even though the pressures 
upon us are even greater than ever, 'se have 
a chance-perhaps a last chance-to close 
ranks, to join together to unify and strengthen 
our free democratic society and make Jr'secure 
against barbarian pressures. 

I think we have reason to be gratified a the 

progress that has been made and is being made 
to bring about a working partnership among 
free nations. The European Recovery Pro
gram is a striking example of what can be 
accomplished when free nations share their 
burdens, pool their resources, and work to
gether as partners in a common effort. Today, 
the Atlantic Community, joined together in 
alliance, is developing ever closer forms of 
institutional association, not only in the mili
tary field but also in the economic and politi
cal as well, and the European Community is 
making great strides toward unification. 
From this progress toward institutional part
nership, we are deriving growing strength and 
confidence. 

But if we are to make our free world secure, 
the principle and fact of partnership must be 
fully applied not only to relations between 
nations, but also to relations among the indi

vidual human beings that make up nations
among the people who must work, and pro
duce, and if need be, fight, to defend their 
way of life, and who must have the will to do 
these things to the limit of their strength. 
Communism is not just the Red Army at our 
borders in the service of self-seeking dicta
tors. It is also an insidious, pervasive siren
song directed at men and women who are in 
want, who despair of the future, and who 
derileeno satisfying sense of self-fulfillment, 

-ither material or spiritual, from their daily 
lives. Unless owners, and managers, and 
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labor leaders, and political leaders, and gov-
ernments-unless all come to a full realization 
of the dimensions of this problem and make 
the most vigorous efforts, individually and 
collectively, to bring about an effective part-
nership that will give the individual worker 
in each country a sense of participation in 
activity that will assure him a good life, the 
armies at our borders will not save us from 
destruction, 

At a time when production is a vital neces-
sity for the common security, there are thou-
sands of European factories producing far 
less than they could produce. At a time when 
high morale and great worker effort is most 
needed, there are millions of workers receiv-
ing far less in real wages and, even more 
important, far less in job satisfaction, than 
is necessary if they are to be self-confident 
and contented free men, willing and able to 
defend their way of life. Among the causes 
of these conditions are out-of-date produc-
tion methods, obsolete business practices, and 
more importantly, remediable labor-manage-
ment relations that yield neither adequate 
wages nor worker satisfaction. These condi-
tions are reflected in low production levels, 
low consumption levels, and in the strength 
of the Communist appeal in many countries 
of Europe. 

The Many Factors of Productivity 

Your presence here today is proof of your 
recognition of the dimensions of the problem 
before us. And the fact that I have been 
invited to address you today is proof of your 
recognition of the importance of the part 
labor can play in solving it. We together 
recognize, I think, that if we can succeed in 
creating the essential conditions of high pro-
ductivity in our several countries, we not only 
can produce enough arms to defend ourselves, 
but we can also build a stable and prosperous 
economic and social order that all free men 
will join in defending with vigor and capa. 
bility. 
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You have, I am sure, heard in the past two 
weeks many and varying explanations of what 
high productivity means-of the factors that 
go to make up high productivity. You have 
heard, I am sure, that it means greater mech
anization, that it means improved plant 
lay-out, that it means better materials handling 
processes, that it means cutting down useless 
and waste motions in the manufacturing proc
ess. You have also heard, I am sure, that 
it means a more equitable sharing of the bene
fits of production among workers, owners, and 
consumers; that it includes improved work
ing conditions, better labor-management rela
tions, collective bargaining, and increased 
workers' incentives and satisfactions, as well 
as research, training, better cost accounting, 
more vigorous salesmanship, and greater com
petition. 

All of these factors go to make up high 
productivity- but there are more, many 
more, factors, some of which may not have 
been stressed. 

That we in the United States have achieved 
a higher overall rate of productivity than has 
Europe is a statistical fact. But we have been 
in an exceptionally favored position. We 
have had such an abundance of natural re
sources to draw upon and such a low ratio 
of population to resources, such a wide, un

restricted market that we have had greater 
freedom to experiment with new processes, 
greater freedom even to waste our resources 
than has Europe. Out of this freedom to 
experiment and to waste has come a habit 
and an attitude toward productivity that will 
carry on, I am confident, even though our 
resources are becoming less abundant. But 
we cannot ignore the historical importance of 
these factors in building our attitudes. 

Vigorous Free Labor Movement Essential 
Likewise, it is important to note that our 

greatest advances in productivity in the 
United States-during the last twenty years



have coincided with a phenomenal growth of 
the labor movement and a political environ-
ment that has by and large been friendly to 
its aims and has aided it with legislation of 
various kinds. Twenty years ago the dues-
paying members of the United States labor 
unions totaled only about three million. To-
day they number sixteen million. Twenty 
years ago labor unions in the United States 
had yet to establish as a right the principle 
of organization and the methods of collective 
bargaining. Against the employers' unim-
paired right to hire and fire and fix wages 
and conditions of work, labor had yet to win 
wide acceptance of its right, collectively, to 
work or not to work, and to bargain concern-
ing wages and working conditions. 

Force under these circumstances was thus 
asserted against force. There was widespread 
antagonism. There were strikes, lockouts, 
contests for power on a broad scale-many 
attended by violence and widespread suffer-
ing. But the workers' right of self-organiza-
tion for collective bargaining purposes has 
become, over a period of years, firmly estab-
lished. Today, there are still occasional 
strikes, but they concern chiefly the terms of 
bargaining contracts. Antagonism between 
capital and labor, with force as the ultimate 
sanction, has been greatly diminished. There 
is a growing acceptance of the principle of 
partnership in the relations between capital 
and labor. 

The point I wish to make here is that with 
success in establishing its basic collective bar-
gaining rights, organized labor in the United 
States has acquired confidence and self-
respect. Out of confidence and self-respect 
has grown, and is still growing, an increasing 
sense of responsibility, in its partnership with 
capital, that is leading to increasing concen-
tration on how to help owners and managers 
increase productivity. Likewise, owners and 
managers, with antagonism abated, are learn-
ing increasingly that the workers in their 
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factories hold many of the essential keys to 
increased productivity, and that treating them 
as partners in the production process can yield 
increased output, higher wages, and greater 
job satisfactions. 

We still have a long way to go in the United 
States in making genuine working partners, 
in each factory, of managers and workers, but 
we are on our way. And, I must repeat, this 
favorable development would not be taking 
place on so broad a scale were it not for a 
strong, disciplined, organized labor movement 
that has firmly established, by the hard way, 
its collective bargaining rights. 

Central Concept: Expanding Economy 
I have mentioned many of the factors that 

go into the making of what we call high pro
ductivity, and they are all important. But I 
have yet to mention what is absolutely re
quired as the foundation of high productivity. 
That, I am convinced, is a firm belief, a faith, 
in the possibility of achieving a continually 
expanding economy through increasing its 
depth. I believe strongly in a wide and un
restricted market. I know that tremendous 
advantages can accrue to producers, workers, 
and consumers alike from a reduction of na
tional and other artificial barriers to trade. 
But I believe even more strongly in a market 
that is deep and infinitely expandable in depth, 
by virtue of the ability of the workers to be 
expanding consumers - their ability to buy 
and consume an ever - expanding production 
that is ever more efficient. 

I will go further: I do not believe that 
capitalism in any country can long survive in 
these perilous days unless capital and labor 
alike accept, with faith, the principle that an 
economy is expansible in depth, and unless 
they do the several things necessary to make 
it so. 

In the first place, production must be pro
gressively more efficient. There must be no 
waste, either of materials or of human re



sources and mechanical energy. A great body 
of knowledge, derived both from experimenta-
tion and also from actual practice, has been 
built up in all of our countries, on how to 
reduce waste in the production process-and 
that knowledge is daily increasing. It re-
mains for us to share that knowledge, and to 
apply it on the widest possible scale, in order 
to bring about an ever-increasing consumption 
through a progressive reduction in the costs 
and price of finished products. 

We in the United States have addressed 
ourselves more intensively to this problem 
than has Europe, although in particular sec-
tors we have much to learn from Europe. It 

has been highly gratifying to me to see Ameri-

can and European industry tackle this prob-
lem cooperatively through exchange of tech-
nical information and personnel. This is 
essential to an expanding economy in the free 
world, 

Depth in the Market 

But equally important to an expanding 
economy is the division and distribution of the 

benefits of production and of increasing 
productivity. It is absolutely essential that 

these benefits-all of them-be passed on: to 

the workers in the form of higher wages; to 

the other consumers in the form of lower 

prices; and to the owners in the form of 

profits, which must then be reinvested in the 

productive process in a never-ending cycle. 

This is what makes depth in the market. Un-

less these things are done, thoroughly, wisely, 

and continuously, the tools of modem tech-

nology become a curse rather than a blessing, 

for then capacity to produce outruns capacity 

to consume. 
It is here, unfortunately, that capitalism 

often defeats itself. All too often, owners, ig-
noring the fact that the workers are potentially 

expanding consumers, keep wages at the low-
est possible level. This not only restricts the 

market, but also reduces the incentives of the 
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workers to increase their productivity. Like
wise, owners all too often siphon off too large 
a share of the profits of production, which they 
too often hoard without reinvesting them in a 
new production or they invest them in new pro
duction that consumers are unable to absorb. 

Finally, management all too often fails to 
pass along the increasing benefits of produc
tion to consumers in the form of lower prices, 
thus making absolutely certain that there shall 
be no expansion of the market. Markets are 

all too often divided up among producers; 
competition is stifled, and the basic principles 
of a dynamic capitalism denied. These prac
ices are self-defeating, anti-social, suicidal. 

If persisted in, they will destroy capitalism 
and the civilization on which it is based. 

Nor does all the fault lie with the owners 
and managers. Many labor unions in our coun
tries, both in their organizational adolescense 
and also in their maturity, fail to understand 
the basic requirements of an expanding econ
omy. Some, in their youth, feeling their full 

strength and crusading vigor, fail to appreciate 
the necessity of bringing down production costs 

to a point where the market will keep on ex
panding. Others, in comfortable old age, hay

ing achieved and long maintained satisfactory 
contacts with management giving them a satis

factory slice of the benefits of production, are 

quite contented to play ball with management 

in maintaining a static, protected market. 

These practices, too, are self-defeating, sui

cidal, and anti-social. They ignore the fact 

that the interest of all producers, workers, and 

consumers is indivisible--and that all require 

for their prolonged well-being an expanding 
economy. 

Capital and Labor in Partnership 
This brings me to the third essential require

ment of high productivity and an expanding 
economy, and the last that I shall mention here 

today. I have alluded to it several times al
ready, but I want to make it more explicit. 
refer to the necessity of approaching the prob

I 



lem of production as a voluntary partnership 
between capital and labor carried on primarily 
with a view to their joint welfare in terms of 
production, profits, wages, and working con-
ditions, but also with a view to the benefits of 
society as a whole. Unless this attitude, this 
state of mind, pervades the production process, 
the growth of productivity and therefore of the 
economy will be stunted and Western society 
will remain weak as Communist pressures 
mount, 

Not the least of the evils that has attended 
the growth of modern industrial society is the 
distance that has intervened between the work-
ers and the making of the countless decisions 
that immediately affect and determine how 
they do a job in the shop and how they are able 
to live outside the shop. This distance is ulti-
mately incompatible with the maintenance of 
a society of free men. 

ln too many industries in too many countries 
of the West, men who are called free have no 
sense of participating creatively with their fel-
low workers, and with their employers, in a 
joint venture that is challenging and satisfying. 
Their initiative in improving work processes is 
neither invited nor welcomed. They do not 
share either the responsibilities or rewards of 
increased productivity. They do work that is 
laid before them, without challenge, without 
genuine participation, without hope for im-
provement, while the decisions regarding their 
every motion are made by a few men who 
might as well live on another planet. They 
may belong to a union that bargains either 
plant-wise or industry-wise on wages and hours 
of work. But they are still pawns in a great 
process which they are not called upon to 
comprehend or to which they are not encour-
aged to contribute more than an allotted ac-
tion, for an allotted wage which they see no 
possibility of increasing. 

I venture to suggest that the low productiv-
ity, the low morale, the neutralism, and the 
appeal of Communism in many Western coun-

tries is attributable, more than to any other 
single factor, to the loneliness of the industrial 
worker, to his sense of frustration, to his in
ability to use his initiative and resourceful
ness, in order to improve his daily output, to 
his working conditions, and to his life outside 
the factory. I further venture to suggest that 
until this situation is remedied-and this will 
require conscious and constant effort on the 
part of management-Western society will 
harbor a fatal weakness as Communist pres
sures grow around us. 

I know that many of you have recognized 
the tremendous importance of this problem
which is not only a social problem but is also 
essential to maximum productivity-and have 
taken steps in your own factories to remedy it. 
I have seen many factories in Europe that are 
models of voluntary joint management-labor 
participation in the responsibilities of produc
tion and the sharing of rewards; factories 
where worker morale is high, where worker 
rewards are high and increasing, where prices 
are declining, and where profits leave little to 
be desired. 

I hope that you have seen many such plants 
in the United States. We have by no means 
achieved Utopia here in this respect. 

Samuel Gompers once said that if you want 
workers to be conservative, give them some
thing to conserve. That means, give them a 
stake in the success of the enterprise, give them 
the opportunity to contribute their ideas and 
skills in increasing productivity and in sharing 
its rewards as an earned right. It means as
suring them that from their own initiative they 
can improve their working conditions, their 
rewards, and the lot of their families. If this 
is done, European labor will not in despair 
look to Moscow and welcome any sort of 
change on the grounds that it can only be for 
the better. They will instead support and de

fend a progressive and dynamic capitalism be
cause it offers them, as free men, self-fulfill
ment. 
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PARTICIPATION: AMERICA'S REAL SECRET WEAPON
 
by
 

William H. Joyce, Jr.
 
Assistant Administrator for Production
 
Economic Cooperation Administration
 

The v e r y term 

productivity which 
we have all been 
thinking and talkthiing ant, alku-
ing about, particu-
larly in recentwary din *rent 
inally f r o theg 
Ltiny fr t-
Latin verb pro

ducere, which means 
to lead forth. The meaning of this Latin 
word has, I think, a very direct and genuine 

significance for every person in this audience. 
For as I see it, the underlying purpose of our 
International Management Productivity Mis-
sion, and the underlying purpose of this 

splendid first International Conference of 
one same. ThatManufacturers, are and the 

purpose is to stimulate the businessmen of 

the free world to lead forth not merely as the 

custodians of free enterprise, but rather as 

the proponents of the kind of free enterprise 

which is both free and enterprising, which 

can constantly renew itself, and win ever-
growing respect and support, by means of 
fresh contributions to the community, local, 
national and international, 

It seems to me, therefore, that it is up to 
us to lead forth in carrying out all the impli-
cations, ethical and psychological, as well as 
technical and economic, of this whole pro-
ductivity idea-an idea which Geoffrey 
Crowther, editor of the London Economist, 

recently described to me as containing all 
the promise and potentialities of a second 
Industrial Revolution. 
Starting a Second Industrial Revolution 

The first Industrial Revolution had as its 
driving force and symbol Mr. Watt's steam
engine. But this second Industrial Revolu
tion must do something more than harness 

today's technology to the task of producing 
goods. It must have as its own driving force 
and symbol the concept of participationwhichiqute literllydmeanctoahaveornenjo 
which quite literally means to have or enjoy 
a share in common with others. It must 
have participation by everybody at every 
level fromrmtecmtolrtthe chairman of the board to thefrmn iigcek 

foreman, from the comptroller to filing clerk, 

janitor, and-last but not least-from the 

trade association to the trade union. 

The first Industrial Revolution was, of 
course, in its early period too often marked 

by exploitation that we today would denounce 
as ethically obscene. Since that time we have 
witnessed throughout Western civilization a 
continuing improvement in wages, in work
ing conditions, in living standards. All such 
improvements in the material field must con
tinue and even be quickened and enlarged. 
But these are, I submit, only prologue to 
similar improvements now urgently required 
in the moral field. What this means, it seems 
to me, is that the business leaders of the free 
world, such as are gathered here, must make 
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a supreme effort to define and agree upon 
a set of coherent moral principles which will 
reflect their responsiveness to the social 
aspirations and strivings of their employees 
in particular, and of peoples in general. 

There is no more pernicious error than 
that of the Marxist contention that morality 
is a branch of economics. The contrary is 
true, economics is a branch of morality. The 
plough, the assembly-line, atomic fission are 
all the servants of the ideas which men hold 
in their minds, the moral values (or lack of 
them) which dwell in their heads and their 
hearts. We must then ask ourselves, with 
candor, and with humility this central ques-
tion: "What kind of economic society can 
most effectively safeguard and extend the 
frontiers of freedom?" My answer, and 
your answer, I am sure, will be that of demo-
cratic capitalism with the accent placed 
squarely upon participation, 

Needed: A Management Manifesto 
What I am suggesting, in effect, is a Man-

agement Manifesto, or if you will, a Capital-
ist Credo, which would set forth our objec-
tives and the means by which we propose to 
attain them. There has been such a vast 
and fantastic accumulation of lies, of men-
dacities about our role in the modern world 
-there have been even among ourselves acertain misunderstanding about that role-

that such a declaration would at least vali-
date the maxim that clarity begins at home. 
Such a declaration of where we stand and in 
what direction we intend to go would have, 
in my opinion, several advantages. First 
and foremost, it would put us on record that, 
whereas the first Industrial Revolution sowed 
the seeds of Communism, any second Indus-
trial Revolution that we help to bring into 
being would pull Communism up by the 
roots, at least in countries outside the Iron 
Curtain. For it would he designed to eradi-
cate the sources of Communism's appeal to 
the impoverished, the hopeless, the frustrated 

and the perplexed. It would be designed to 
bring certitude and meaningfulness into many 
lives which today are plagued by confusion 
and despair. 

I well know some of the difficulties, histor
ical, cultural, semantic which could conceiv
ably prevent American and Western European 
industrialists, such the membersas of this 
distinguished assembly, from reaching agree. 
ment on what constitutes a working and work
able philosophy to cope with the challenges 
of these dangerous times. Yet I contend that 
our differences exist primarily over methods, 
and not over aims. We start with one tre
mendous asset, with one great common de
nominator-our mutual faith in freedom 
defined as the ability to choose alternatives, 
economic, political, social, without impair
ing the rights of others. This faith in freedom 
is the moral cement which binds us together 
along with all other men and women of good 
will. It will enable us, working together, to 
achieve that second Industrial Revolution, 
that higher productivity which is the invincible 
bastion of defense against Communist on
slaughts, whether military or ideological. 

Let me try and put this idea in the form 
of a syllogism. It is faith in freedom which 
is the foundation of ever-rising productivity, 
and it is ever-rising productivity which, in 
turn, broadens and strengthens the founda
tions of freedom. The two are reciprocal 

and inseparable, like Siamese twins. They 
rise or fall together. 

The Key to U.S. Productivity 
Some overseas observers of our idustrial 

scene ascribe our comparatively higher pro
ductivity to our vast home market free of 
tariffs, to our heavy investment in capital 
equipment, to our management techniques 
in plant layout, product design and standard
ization, cost control, laboratory and market 
research, the encouragement of such special
ists as engineers, the thought and attention 
devoted to job evaluation and classification, 
to packaging and advertising, and a long list 
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of other things. All this is true enough and 
I think we can justifiably take pride in such 
accomplishments which are very real. But 
all of this is only a part of the truth, even if 
the most visible part. All these practices and 
techniques are, in the final analysis, results 
only, not causes. They are results of the 
spirit of our institutions, of the moral values 
by which we seek to live, even when we only 
approximate them, at best. 

That spirit and those values can be summed 
up in the belief that all men are created equal 
-not in brains or other endowments nor in 
the financial status of their parents.-but 
equal in human dignity. They are equal in 
being entitled to opportunity for growth and 
development in accord with their faculties 
and skills. To be sure, in an imperfect 
world, this ideal is impossible to achieve in 
any absolute sense. But in a relative sense, 
we have come surprisingly close to it and 
we are moving closer to it all the time. From 
this ideal flows the proposition that the human 
being and his capacity to think and to act 
is the supreme asset that any society can 
develop. 

This point of view was eloquently affirmed 
last month by Irving S. Olds, Chairman of 
the Board of the U.S. Steel Corporation in 
his speech at the 250th anniversary celebra-
tion of Yale University. "Every American 
business," said Mr. Olds, "has a direct obli-
gation to support the free, independent, 
privately-endowed colleges and universities 
. . . unless it recognizes and meets this obli-
gation, I do not believe that it is properly 
protecting the long-range interests of its 
stockholders, its employees and its customers, 
... If it is necessary for us to spend millions 
of dollars to beneficiate iron ore which goes 
into our blast furnaces . . . then why is it 
not equally our business to develop and im-
prove the quality of the greatest natural 
resource of all-the human mind?" It is 
this point of view which, among other things, 
accounts for the tremendous amount of at-

tention being devoted by the American 
management profession to the concept of 
participation. 

Management as a Profession 
I use the term management profession ad

visedly because I should like to emphasize 

that in the United States management is in
creasingly regarded as a profession. It has 
the standing and the stature of a high voca
tion. Management thus defined has three 
major characteristics. It concentrates upon 
the efficiency of the enterprise. It displays a 
genuine sense of social responsibility. And 
it has a body of expert knowledge, of ad
ministrative lore, which is constantly added 
to by its practitioners and which can be trans
mitted by means of training and education. 

In some countries, and in some industries, 
the businessman tends to discount the im
portance of management viewed as a profes
sion. He therefore tends to underrate the 
broad social importance of his job. He looks 
upon himself as the owner of a business, or 
as the agent of the owner. 

This is in sharp contrast to the attitude of 
the man who engages in management as a 
profession. The latter looks upon himself as 
the directive personality who integrates and 
balances the interests of the shareholder, the 
employee, the general consumer. This is a 
basic function of anyone-whether entre
preneur or salaried executive-who would 
seek to qualify as a member of the manage
ment profession. A second function, equally 
basic, is to discover and to release the initia
tive and imagination and creativeness of 
others in the organization in order to serve 
a common purpose. 

Management in the U.S. 
In the United States, partly by accident, 

and partly by intent, we have developed the 
role of professional management to a degree 
that does not yet prevail in many other places. 
Moreover, in the United States, the manage
ment profession enjoys a status and a pres
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tige that elsewhere is more often accorded 
the inheritance of a title, the ownership of 
vast tracts of land, or membership in the upper 
echelons of Church or State. In America 
a young man of talent and intellect can throw 
himself with a whole heart into business. He 
knows that he is embarking upon a career 
which will give him the chance to earn all 
the personal distinction he may deserve, while 
contributing to the physical well-being of his 
country as well as his own. Hence, for ex-
ample, a student at the Harvard School of 
Business Administration thinks of his future 
profession as a man of management as having 
all the "honor", and as serving the public 
good quite as much, as the vocations being 
pursued by his fellow students at the Theo-
logical Seminary or the School of Diplomacy. 

The Meaning of Participation 

It is to management, as a profession, that 
America in large measure owes its emphasis 
upon the doctrine of participation as the 
psychological power-house of modem in-
dustry. Participation means applying our 
faith in freedom to the factory floor, to the 
day-by-day process of production and of 
productivity. Participation further assumes 
that men believe in an undertaking to the 
extent that they have a stake in it; to the 
extent that they respect the character and 
trust the integrity of their leadership from 
top to bottom, within the organization; to the 
extent that they are consulted on decisions 
which impinge upon their work; to the extent 
that they see promotions open to merit; to 
the extent that they are convinced that they 
will be treated justly and considerately as 
individual human beings and not merely as 
names or numbers in a book. 

Participation means that management acts 
on the precept that man is a skill-hungry 
animal, and that to acquire and exercise a 
skill within a congenial environment is among 
life's most enriching experiences. It means 
that management realizes that unrest and dis- 

content, and even the vengefulness of sabo
tage, arise more often from consciousness of 
power unused, of skill rusting, of talent un
tapped, than from grievances-real or imagi
nary-over the size of the pay-envelope. All 
this applies as much to the young executive 
who hopes one day to be president as to the 
young machine tender who hopes one day 
to become a tool setter. It applies to all 
ideas submitted from all levels either through 
the suggestion box, or in conference with the 

the t ox, o n 
big brass in the front office. Participation 
mn the unc iever 
on the payroll achieve satisfaction in work 
through the release of his own resources of 

initiative, imagination and creativeness which 
we look upon as the hallmarks of that volun
tary action which is freedom. 

Managers Must Be Leaders 
Naturally, this approach imposes upon 

owners and managers the need for high 
standards of conduct and a high quality of 
leadership-leadership that elicits coopera
tion, rather than extorts compulsion. In this 
regard, I should like to quote from an excel
lent paper read recently by Mr. Thomas G. 
Spates, the Personnel Vice-President of the 
General Foods Corporation. "There are 
volumes of testimony," says Mr. Spates, "and 
some scientific data to support the conclusion 
that the greatest single factor in the produc
tivity of the individual is his mental attitude 
toward his boss. . .-. One unfair act of a 
leader can destroy months of effort which has 
gone into the building of a sound personnel 
program. What good, for example, in terms 
of individual productivity are welfare 
schemes if the daily or even occasional con
duct of the leader insults the intelligence or 
hurts the feelings of the people under his 
direction?" 

It is this awareness of the importance of 
psychic incentives which are the core of par
ticipation which in considerable degree ac
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counts for our high productivity in this 
country. And it is the atmosphere thus en-
gendered which does much to explain why 
our unions do not generally oppose the in-
stallation of labor-saving devices; why -labor 
spokesmen affirm that the basic economic 
problem is to produce more to enable every-
body to have more; why they argue that the 
balanced expansion of increased productivity 
and increased purchasing power are the key 
to better living standards; why disagreements 
over who gets what from a company's earn-
ings tend more and more to resemble family 
squabbles in contrast to displays of bitter 
class antagonisms; why economic analysis not 
only from the labor movement invoke such 
terms as mass capitalism and classless capital-
ism to describe our kind of economic system. 
And it is this atmosphere, too, which no 
doubt prompted a very astute Colonel in 
Nazi Intelligence, who in 1938 made a sur
vey of American industrial methods, to warn 
the German General Staff against any involve-
ment in war with this country on the ground 
that the American people had too much team-
work in their factories, in their offices, in their 
sports and in their community life. 

Much Remains to Be Done 

I personally do not believe that we have as 
yet reached the stage of too much teamwork 
which is another word for participation. We 
have much to work out and sweat out before 
that happens. We have a long way to go 
before we can glimpse even the spires of our 
destination. But we are consciously and 
definitely traveling along that road, and in 
that direction. Many of us are certain that 
it is the right road and the right direction. 

We find many hopeful and healthy things 
in this morality of free men working together, 
pooling energies and efforts in a way that 
enables the individual to realize himself 
while he serves the common cause. We look 
upon this morality as a major secret of our 
own economic vitality and our social stability. 
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It is an open secret. We are glad to share it. 
We are glad to share it with all others who see 
in it some of the same benefits which, even in 
its imperfect form, it has already imparted 
to our own people. 

In saying all this I should like to remind 
our European guests that we are not trying 
to "Americanize" them. We are not trying 
to persuade them to import-intact and in 
tote--our own American methods. What we 
are trying to do is to clarify, as best we can, 
certain features of our economy which they 
may find rewarding to adapt to their own 
economies. We do find here in this creed of 
participation a pattern that can be extended 
far beyond the confines of the plant to the in
ternational arena-a pattern that can help us 
solve our mutual and momentous problems of 
re-armament, of political concord and eco
nomic viability. 

Management Leader as a Statesman 
Maagem e Aderia a Saeman 

Virtually all the American men of man
agement attending this conference are chain
pions, and examples, of the kind of teamwork,national and international, of which I am 
talking. Paul G. Hoffman whom you heard 

speak on Monday is perhaps the epitome of 
participation as exemplified by American 
management-not only as former President 
of the Studebaker Corporation, and founder 
of the Committee for Economic Development 
but also as ECA Administrator and now as 
Director of the Ford Foundation. Similarly, 
Clarence Randall, the President of Inland 
Steel, has opened up his plants to nineteen 
visits of different technical assistance teams 
and in the early days of the Marshall Plan 
spent six months surveying the steel capacity 

of Western Europe and what should be done 
to build it back into high production. Philip 
D. Reed, Chairman of the Board of General 
Electric, not only served as President of the 
International Chamber of Commerce but also 
as the U. S. head of the Anglo-American Coun
cil on Productivity. And last but not least 



among hundreds of others I could mention is 
William C. Foster, a very symbol of partici-
pation as President of Standard Steel Prod-
ucts, as Under-Secretary of Commerce, as 
successor to Paul G. Hoffman as ECA Ad-
ministrator, and now as Deputy Secretary of 
Defense. 

What Impels These Men? 
None of these men either own-or owned 

-their companies even though they may have 
some stock. Ownership is mainly in the hands 
of the public, of the shareholders, and policy 
is shaped by all the members of the Board of 
Directors. Why then are corporations will-
ing to have their senior executives give their 
valuable time to such extra-curricular activi-
ties? Neither the corporations nor the ex-
ecutives make any money out of it. Neither 
can expect direct immediate gain. Why, 
then, do they do it? 

They do it to help create the climate in 
which a free society, and its heart-beat, a 
free enterprise economy, can not only survive 

but also prosper and flourish. They do it 
because American management knows that 
its every action should be a form of public 
service, whether it is improving a product, 
lowering a price, bettering its human rela
tions, promoting freer world trade, or thwart
ing the Kremlin from an official post in 
Washington. They do it because they find 
in this participation a force that can more 
effectively weld all groups within every na
tion of the free world into new unity and 
strength and at the same time deepen and 
intensify the unity and strength of the entire 
free world community. They do it because 
they know that greater productivity every
where depends upon greater participation. 
For this is a power that, once unleashed in 
fuller measure, can keep us firm against all 
the threats that now confront us. This is a 
power that can keep us moving ahead in 
partnership for peace long after Soviet totali
tarianism, that empire of evil, has become 
only a nightmare footnote to the bright manu
script of freedom. 
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THE DEFENSE ROLE OF MILITARY ASSISTANCE
 
by
 

Major General George H. Olmsted
 
Director, Office of Military Assistance
 

Office of the Secretary of Defense
 

In recent months 
the United States 
h a s developed a 
plan for procuring 
abroad some of the 
end items which we 
have undertaken to 
supply. This plan, 
known as Offshore 
Procurement, h a s 

several objectives. We want to help you 
establish that industrial mobilization base 
which will insure a sound logistic future 
for our combined forces--to insure that de-
gree of local self-sufficieney which is essential 
to combat security. We want to help you to 
the point where you may become truly self-
sustaining-able to maintain the capital in-
vestment in defense equipment. And, finally, 
we want to achieve these objectives while at 
the same time preserving the economic and 
social advances which you have so recently 

achieved. 
There is an intimate relationship between 

ourour offshore procurement in Europe and 

own mobilization. Our collective defense 

efforts must be built upon the foundation of 

a sound economic and social order; upon 

decent standards of living; and upon hope 
for steady improvement. There is unused 
plant capacity in Europe today and there are 
unemployed men and women. These great 
resources must be put to use if we are to 

achieve our mutual goals. At the same time 
we must achieve these advantages without 
sacrificing defense progress already achieved. 

It is of primary importance that we go 
about the process of re-armament in such a 
way as to remedy as far as possible the 
economic and social weaknesses that make us 
vulnerable behind our frontiers. 

Tools of the Mutual Security Act 
Under the Mutual Security Act several 

kinds of aid are provided for in addition to 
finished equipment for armed forces. There 
is direct economic aid; there is the counter
part of that aid; there is offshore procure
ment; and there is the production assistance 
program. These various instruments will be 
used to the fullest extent possible to help 
Europe cope with basic social and economic 
weaknesses. 

You may ask how are all these methods 

related? I can indicate only a few of the 

ways. In the first place, the direct economic 

aid and offshore procurement authorized in 

the Mutual Security Act will help relieve the 

pressures of balance of payments deficits on 

living conditions. Secondly, offshore pro

curement contracts can be directed as far as 

possible toward areas where unemployment 
and unused plant capacity exist. This will 
not only bring about a net gain in terms of 
needed equipment, but will also serve to 
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relieve economic distress and social unrest, 
Thirdly, the production assistance program 
will seek to help European industry increase 
its productivity and share its benefits with 
labor and consumers. From experience we 
know that the introduction of modern indus. 
trial techniques, modern labor-management 
relations, improvement of working conditions, 
and the equitable sharing of the benefits of 
production among owners, workers, and con-
sumers, can bring about increased production, 
higher wages, and lower prices, 

Fourthly, by awarding offshore procure-
ment contracts with due regard for good labor 
standards, good working conditions, good 
labor-management relations, and an equi-
table sharing of the benefits of production with 
the workers, it should be possible for a sig-
nificant impact to be made on major economic 
and social weaknesses. Unless this is done, 
production of essential equipment items may 
be held up by strikes, slow-downs, or sabotage. 
More important, unless this is done-and 
unless its beneficent influence spreads to all 
sectors of the economy-low morale among 
industrial workers might prove to be a fatal 
weakness in the entire defense of the Atlantic 
Community. 

Here we come back to the close relation-
ship between offshore procurement and the 
production assistance program. It is hoped 

that it may be possible through the produc
tivity program to offer plants accepting pro
duction contracts the technical and other 
assistance they may need to create the essen
til conditions of high productivity. And, 
certainly there is the very closest connection 
between the objectives of the productivity 
program and the achievement of favorable 
costs and delivery times as compared with 
U.S. production that I have earlier mentioned 
as primary requisites of offshore procurement 
itself. 

The Mutual Defense Assistance Program 
offers us a far greater opportunity than the 
mere creation of defense against external 
aggression. It offers us a way for the na
tions of NATO to build the internal strength, 
through social and economic advances, with
out which our defenses might be a hollow 
shell. You gentlemen can help. We trust 
that you leave here convinced of our sincerity. 
We rely upon you to carry home our message, 
to help create at home that understanding of 
our common purpose, that understanding of 
the true meaning to your people of our effort 
to combine our defense effort with a per
manent and increasing growth in economic 
and social strength, which will create the 
political conditions under which the nations 
of NATO may go forward together to a new 
era of unity, of prosperity, and of peace. 
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PRODUCTIVITY - THE ANSWER TO THE COMMUNIST THREAT 
by 

Richard M. Bissell, Jr., Acting Administrator
 
Economic Cooperation Administration
 

a Today it is our 
very great pleasure 
to have you here as 
guests of ECA at 
the seat of the Gov-
e r n men t of the 
United States. This 
is the one day, in 
the course of this 
trip to the United 

States, that you are exposed to the govern-
ment of the United States. Today you will 
hear from the Government as you have no 
doubt been hearing from private business 
during the past weeks, that our key problems
today are those of production and produc-

tivity. 
The dominant fact of our times-one that 

largely determines what is happening today 
in the United States, as in most of your 
countries-is the threat of aggression against 
the free world by the Communist world and 
the rearmament of the free world in response 
to that threat. Even those of you who are 
from neutral countries that have no part in 
the western alliance will agree that it is 
western rearmament that poses the major 
economic problems of today, and particularly 
in Europe. It is that rearmament that has 
set off a new wave of inflation that threatens 
living standards; it is that rearmament that 
creates more intense risks of maldistribu-
tion of income. The only way this set of 

problems can be met is by so great an in. 
crease in production, and so great an im
provement in the productivity and efficiency 
with which labor and capital are employed, 
that we can, within another year or so, take 
rearmament in our stride and with it con
tinue the improvement in living standards. 

As a servant of the United States Govern
ment I think I may appropriately speak of 
certain features of the American economy that 
might be considered as serviceable articles of 
export. I speak, of course, in terms of ideas 
and concepts, not things. I am convinced that 
if these should be exported, they could have 

a major influence and favorable influence onpouto n rdciiyi uoe 
production and productivity in Europe. 

Importance of Unrestricted Market 

The first article of export that I would like 
to emphasize is one for which no American, 
in this generation, can take any credit what
ever. It is the dominant fact of the mere 
size, the geographical extent of the American 
economy, the size of the American market. 
I would be going beyond the limits I have set 
myself if I presumed to try to explain to you 
why a market that is huge in geographical 
extent and enormous in its purchasing power 
has contributed so signally to the expansion 
of production, to high productivity, and to the 
strength of the American economy. Indeed, 
I am sure I don't need to explain that to any 
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of you. But I do want to emphasize the sense 
in which it seems to me that this feature of 
the American economy can be an article of 
export. 

Some of you will remember that two years 
ago in Paris, about this time I think, Paul 
Hoffman made a speech to the OEEC which 
called in effect for the economic unification of 
Europe-the unification of the western Euro-
pean countries into a single market. Great 

progress has been made toward that objective 
in the two years since Paul Hoffman urged it 

upon the representatives of your governments. 
Unfortunately, one of the effects of rearma-

ment in the past few months and of the 

economic difficulties that have followed in its 

wake, has been a halt in that progress and, 
indeed, some retrogression. You remember 
a balance of payments crisis in Germany 
nearly a year ago; you are aware of the 
balance of payments crisis in France and 
Britain. The first recourse of governments, 
of the civil servants and ministers faced with 
these circumstances, is inevitably a recourse 
to restriction, to limitation. And therefore 
one of the great fears I wish to express is 
that such progress as has been achieved in 
Europe toward economic unification may be 
set back and may be lost. There is nothing, 
no conviction, I can express with more pro
found belief than the conviction that the time 
is ripe, as a response to the new economic pres-
sures of this period, not for a retreat, but for 
another major advance on this front, 

In Union There Is Strength 
General Eisenhower in his international 

capacity has repeatedly, most recently at the 
NATO council in Rome, renewed his plea for 
unification in military matters-indeed for 
political unification in Europe. The theme 
that in union there is strength-the theme 
that members of our Congress have set forth 
in the Strasbourg meeting-strikes a sympa-
thetic note with every American. 

I know we are prone to over-simplify. I 
am well aware that the analogy between either 
the 48 states of the United States today or the 
original 13 colonies with the nations of sepa
rate and sovereign powers of western Europe 
is a weak and dangerous analogy. I am well 
aware of the differences of customs and lan
guage, to say nothing of the profound eco
nomic differences between your countries that 
make economic unification even of a limited 
sort a difficult task to achieve. 

Nevertheless I believe that one of the les

sons of the American economy is that a vast 
economy, an economy encompassing enormous 

population, regionally diverse markets, a 

huge productive power and huge productive 
capacity-that such a state of affairs is, in
the modem world, the necessary condition for 
high productivity and for constant progress 
-in short for a dynamic economy. I can only 
profoundly hope, therefore, that my col
leagues in the governments of your countries 
will share this view. And may I say that I 
even more profoundly hope that the pres
sures that my colleagues in other governments 
feel, from business, labor and agricultural 
groups, will be a constructive pressure in this 
matter and not merely the pressure for the 
short-run protection of interests, habits, prices 
and relationships that now exist. 

The Importance of Competition 
The second article of export, and the only 

other one I want to discuss today, is perhaps 
more controversial. I believe in it as pro

foundly as I do in the importance of creat
ing a large market. I think this is an article 
of export in the realm of ideas and inatitu
tions for which Americans can take some 
credit. I think this not a mere accident. I 
think it is an article of export of importance, 
but one that is going to be profoundly and 
deeply unpopular. And that is the concept 
and the institution of a highly competitive 
economy. Indeed, one of the reasons why I 
believe that the size of the United States has 
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contributed so greatly to our wealth is that 
in a country of this size it has, thank God, 
proved impossible to stifle competition. And 
this competition works at all levels, 

Economists have much fault to find with 
the degree and intensity of competition that 

exists even in the American economy. If 
you read the technical economic journals, 
which I don't recommend that you do, you 
know that economists in many countries say 
that American competition is monopolistic 
competition, that it is imperfect competition, 
that it is remote from the economists' ideal of 
pure and perfect competition. But I am sure 
when you talk to your colleagues in the 
American business community, and when you 
hear Paul Hoffman, you will find that com-
petition is a compelling, a driving reality in 
the American economy. Paul Hoffman can 
speak and has often spoken on this topic, with 
more eloquence, perhaps greater conviction, 
than I, and with the added advantage of vastly 
greater experience. The remark of his that 
might be quoted again and again is that 

nobody who feels it and is in the middle of 
it really likes competition. 

There is not any one of us, either in public 
life or private, who does not spend a major 
part of his time trying to reduce and limit 

whatever particular kind of competition it is 

that lie happens to feel at the moment. 

Nevertheless, I think that in this country we 

have firmly established competition as an ac-

cepted concept and I think that men from all 

walks of life-businessmen, civil servants, 

ministers, labor leaders, and farmers-I 

think they will all concede, while talking 

about the particular competition that they 

are not engaged in, that the institution has 

merit and has contributed vastly to the vitality 

of our society. With due humility I would 

urge it upon you gentlemen as a useful article 
of export from the United States. I hope that 
perhaps during your visit here you will at 

least see the pervasiveness of the idea and the 
reality of the institution of competition, to 
which we attribute much of the vitality of our 
economy and our society. 

Government Must Control Inflation 

There is one other matter I want to touch 
upon briefly. In our eyes, the immediate and 
pressing short-run economic problem in the 
world is the problem of inflation. That in
flation has been a quite unintended and un
willing export from the United States. The 

current wave of inflation was set off by our 
rearmament program and by the vast expan
sion of inventory and increased capital in
vestment in the United States that followed 
the outbreak of the Korean war. I am hope
ful, and recent evidence would suggest it, that 
that wave of inflation is now dying out, but 
both here and in Europe it remains a threat. 
I suspect most of you will agree that this is 
one area where governments must act and 
where the actions of government and public 
authorities are decisive. This is one area 

where no government in the world has a par. 
ticularly clean record since the war. 

These then are the three main fields of 
activity in which I believe civil servants and 

ministers can make their greatest contribution: 

to the expansion of production, the improve

ment of productivity, the creation in Europe 

and the world at large of a dynamic, expand

ing economy. They can promote the rapid 

enlargement of markets. They can promote 

competition and they can do what only they 

can do to establish and maintain financial 

stability in the world. I am sure that if civil 

servants and ministers and legislators can do 

these three things-and I earnestly hope they 

will, vigorously and courageously-you gen

tlemen who are actually in charge of pro

duction-who are the people that must carry 
it on-will do the rest. 
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