
Competing Takes Hard Work 
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What, I wonder, is the appropriate analogy to 
describe the circumstances in which the United 
States finds itself right now? Should we be 
described as Rip Van Winkle after a 30-year 
nap, or as Gulliver trying to break the strings 
that the Lilliputians used to bind him while he 
slept? We are beginning to wake up and face an 
inescapable fact: our nation is part and parcel 
of an irreversibly integrated world economy. 
Producers increasingly have become aware of 
this and so have workers, as 70 percent of all 
we manufacture now faces international com-
petition. American farmers and others involved 
ever more deeply in export trade over the last 
three decades surely recognize how firmly 
linked the world's economies are today. 

This integration is not just a temporary phe-
nomenon; it is permanent No amount of pro-
tectionism or wishful thinking can make it 
vanish. The United States is part of the world. 
We have to live in it, compete in it, and succeed 
in i t We have no alternative. I hope Congress 
realizes that, but I suspect it does not since I 
continually hear pleas for more protection for 
this and that industry, against this or that 
country. 

The author is U.S. secretary of labor and a former U.S. trade 
representative. 

Congress is considering one of the truly 
fundamental tax reform proposals of the postwar 
era yet rarely in the course of debate does 
anyone assess the impact that tax bill will have 
on this country's ability to compete internation-
ally. That issue is not raised when we talk about 
increasing federal regulations or about antitrust 
law. We should look at the line items of this tax 
reform legislation and ask whether each item 
helps or hurts our competitiveness, for we 
must compete. 

The last 15 years have been educational and 
in many ways painful. In the early 1970s, for 
example, some of the Arab states decided they 
could gain a stranglehold on the world economy 
by forming an energy cartel and controlling the 
price of oil. Nobody thought it possible, but 
they did i t In the ensuing 10 years, the price of 
that most basic energy resource doubled, 
redoubled, and then doubled again. And, as 
politicians are wont to avoid the truth, the 
United States and most countries, developing 
and developed alike, hid from that fact. We 
shirked reality and allowed the illusory process 
of growth to continue by the route of debt and 
subsequent inflation. 

Neither developing nor developed countries 
were forced to make the adjustments necessary 
to enjoy a market-determined economic growth 
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rate. We simply borrowed and inflated, never 
asking when the house of cards inevitably was 
going to tumble. In fact, we went so far as to 
say, " W e just won't let it affect us. We'l l control 
the price of oil and natural gas." In the ultimate 
act of hypocrisy, nations refused to work their 
way out of the problem by developing alterna-
tives. Among them, the United States refused 
to allow the market to work I have often seen 
Congress pass legislation repealing the law of 
supply and demand, yet I have never seen it 
work. And it did not work on this occasion. 

During this same period bankers were saying, 
"Whoa, I've got a bunch of money. Don't you 
farmers want to buy some land?" That land was 
bought on the assumption that values would 
continue to skyrocket, as they were doing in 
the 1970s. So farmers borrowed. 

Then came the moment of truth, the t ime to 
pay the preacher. The world economy—not 
just the U.S. economy—tumbled into the great-
est recession since the 1930s, led by the 
collapse of commodity prices. When commodity 
prices went through the floor, a lot happened. 
Our farmers could not pay those loans and the 
commodity-based economies of Brazil and 
other countries couldn't pay their loans. All of a 
sudden we were trapped in a debt crisis. 

A number of other nations caught in that 
crunch decided they did not have to buy from 
us, and so they increased their government 
intervention massively. They enacted quotas 
and placed protectionist devices and tariffs on 
all imports. In the collapse of the international 
marketplace in farm products, American farmers' 
overseas sales plunged from 44 percent of 
their total production to about 32 percent. 
American firms also lost billions of dollars in 
sales of industrial goods. 

Now, poignant situations are dramatizing 
the farmers' plight. Recently in Georgia, for 
example, a group of men was patrolling a farm's 
borders with shotguns to keep the sheriff from 
coming in and taking the land. We have human 
problems like this, not just economic problems. 

Interestingly, while we have trouble spots— 
steel, textiles, shoes, and farming—certain other 
areas send a contrary message. The United 
States is the most productive country in the 
history of mankind. By any economic measure 
we, as a people, are more productive than the 
Japanese, Koreans, Swiss, or anybody else. 
Currently, 109 million Americans are w o r k i n g -
nine million more than were working two and 

one-half years ago. The highest percentage of 
Americans in the history of this country is 
employed, not just in absolute numbers, but as 
a percentage of those capable of working. 

" I have often seen 
Congress pass legislation 
repealing the law of 
supply and demand, yet I 
have never seen it work." 

Another area? We are in the 36th month of an 
economic recovery, our strongest rebound from 
any recession in the postwar period. During the 
last 12 months we have created 640,000 new 
businesses, or 50,000 a month. That figure is 
important because it demonstrates the incred-
ible regenerative capacity of our phenomenal 
free enterprise system. Half the new jobs in the 
United States in the last decade have come 
from firms less than four years old. In the last 12 
months, 1.8 million Americans have come out 
of poverty, including 500,000 children—the 
largest reduction in the number of poverty-
stricken children in the history of taking the 
data Whaf s more, the smallest number ever of 
our elderly are in poverty today. 

The United States still leads the world in 
many areas of technology. For example, we 
have developed a new electronic "gate" for 
microchips that is one bill ionth of an inch wide. 
To imagine how small that is, consider that, to a 
person standing in the gate, a human hair 
would be the height of five Empire State 
Buildings. 

Another example of our astonishing advances 
is my own bionic eye. I had a lens replacement 
for a cataract. Before surgery, I asked the 
doctor how he would know where to put that 
plastic lens, which has to focus light rays pre-
cisely on the retina so my brain can receive the 
proper signals. He said, "Just walk across the 
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hall with me." I followed him across the hall 
and he sat me down in front of a machine that 
had a typewriter at the back. He told me to 
stare into it and lights started flashing. He 
measured the interior of my eye in just 30 
seconds. The machine gave him a computer 
tape with the precise internal dimensions of 
my eye—which he never touched. 

When I woke up the day after surgery, I told 
my 78-year-old mother I could read a telephone 
book without glasses for the first t ime in 10 
years. She became so enthusiastic that she 
came to Atlanta and had the same surgery done 
as an outpatient. The operation took only 20 
minutes, and she rode back to Chattanooga 
the same day. 

"With all this (nation's) 
creativity, growth, talent, 
and wealth of technology, 
motivation and entrepre-
neurship, why do we have 
a $123 million trade 
deficit that is still rising?" 

Companies in Atlanta are making medical 
products like these and shipping them around 
the world. In fact, the United States is an 
incredibly competitive country. With all this 
creativity, growth, talent and wealth of technol-
ogy, motivation, and entrepreneurship, why do 
we have a $123 billion trade deficit that is still 
rising? 

In the old comic strip, Pogo once said, " W e 
have met the enemy, and he is us." That's true 
in this case. We were deluded by the false 
prosperity of inflation, particularly in the 1970s, 
and became fat and sloppy in too many indus-
tries. Our nation forgot that when we proclaimed 
"Made in America" on whatever we produced, 
we were proud that it boasted the highest 
technological composition and the best quality 
you could find anywhere. We forgot that those 
characteristics were what made our products 

best in the world, and lapsed into some sloppy 
management and bad work rules. In our work 
places we began experiencing unacceptably 
high levels of absenteeism on Fridays during 
hunting season. Productivity went down, as did 
our quality. 

In addition, the government decided it was 
smarter than anybody in the industry, and so it 
began handing down regulations once a week 
on how Americans should conduct business. If 
automobile companies didn't like the safety 
standards imposed on them, the government 
changed them and issued gasoline standards. If 
someone disliked the gasoline standards, the 
government passed pollution standards. No 
one could catch up. What our government was 
trying to do was not wrong, but it was not 
considering how to do it in an internationally 
competitive way. 

U.S. tax policy, which seems to have been 
designed by elves of the 1920s, has not changed. 
We forgot the effect of federal deficits on 
interest rates, the value of the dollar, and our 
savings rate. 

We virtually stopped teaching foreign lan-
guages in our public schools. Someone said 
recently, "You buy in any language, but you sell 
in theirs." And since we don't know theirs, we 
are not selling. 

In Washington there is a clamor for protection. 
For many Americans, history is last week's Time 
magazine, but history is far more than that. In 
1930 the Smoot-Hawley Act taught us that 
protectionism doesn't work. It destroys the 
opportunity for growth and for creative com-
petition. And here we are in 1985 begging to 
make the same mistake. 

Take another example: the Burke-Hartke 
Bill, a protectionist measure that came before 
Congress when I was there, was defeated by 
only one vote. We chose to allow the United 
States to go for a new round of trade negotia-
tions, to reduce tariffs, and to open up our 
borders to world competition. Europe was 
willing to participate in the new round of 
negotiations, but unwill ing to open itself up for 
all that competition. Aware that quotas or 
tariffs were prohibited under the rules of the 
game, it chose instead to subsidize its business. 
That is protectionism, by the way; protectionism 
is a subsidy. 

Europe elected to subsidize its steel industry 
with billions of dollars. Unhappy that Boeing, 
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McDonnell-Douglas, and Lockheed excelled 
at selling jets around the world, Europe also 
decided to build the Airbus wi th a consortium 
of government-funded programs. They chan-
neled billions of dollars into Airbus production, 
as well as $7.5 billion a year into their farms to 
subsidize the export of agricultural products. 

The French even decided they were angry at 
the Japanese and did not want any more of 
their video-cassette recorders. "Al l right," the 
French said, "we're going to make the Japanese 
clear every VCR coming into France through 
Poitiers." Poitiers is a small farming community 
wi th two customs inspectors—both part-time. 
Everybody thought that was a cute ploy and 
wished we could protect ourselves like that. 

Well, those protectionist programs worked. 
In the last two years Europe's imports declined 
8 percent, while ours soared by 50 percent 
Unfortunately, European exports dropped 14 
percent, even more than their imports. 

But what is the real measure of success? In 
that same period, we have created eight million 
jobs while the Europeans lost four million. Yes, 
protection is working for them, all right; it's 
working to stop economic progress. Our unem-
ployment rate has come down to 7 percent, 
while theirs rose to 11 percent. Their protec-
tionism is working as it always wil l—to stop 
growth and stifle the ability to compete. 

The question is: do we protect ourselves or 
do we solve the problem? To solve the problem, 
labor and management must sit down and 
work out an agenda for competing. President 
Reagan summed up this situation when he 
said, " I f everybody's in the same life boat and 
somebody shoots a hole in the bottom of the 
boat, do you want to get even by shooting 
another hole in the bottom?" 

We live in one boat In any company, there is 
no distinction between labor, manager, super-
visor, and hourly employee—each employee 
shares a vested interest in that firm's well-
being. And our nation is learning to live in one 
boat: labor and management are talking and 
making compacts like the Saturn agreement 
between General Motors and the United Auto 
Workers at a new Tennessee plant. 

In addition to our trade imbalance and pres-
sures for protectionist legislation, the nation 
must solve the federal budget deficit p r o b l e m -
it's eating us alive. A $200 billion deficit in the 
foreseeable future is insane; that's 80 percent 

of this nation's net savings going to the federal 
government for nonproductive purposes. 

Somehow Congress must realize what one 
church member had to learn. She told the 
preacher that the Lord was not answering her 
prayers. " I have been praying for a husband 
every week for the last year," she said. "Every 
Sunday I come in and pray, but I haven't found 
a husband. So I started praying for a new 
Cadillac But I haven't got that, either. I don't 
understand why he won't answer my prayers." 
"Lady," the preacher replied, "don' t you under-
stand that 'no ' is an answer?" 

When will Congress learn that "no" is an 
answer? We can't do everything for everybody 
in this country, at the same time, in the same 
year. A $200 billion deficit means that we must 
cut spending for programs that are popular and 
beneficial but that we just cannot afford now. 

"We have created 
eight million jobs while 
the Europeans lost four 
million. Yes, protection 
is working for them, all 
right; if s working to stop 
economic progress." 

There is no choice but to force ourselves to 
live within our collective means. This can't be 
done by arguing whether we should cut Amtrak 
funding by 12 or 15 percent Nothing is going 
to be accomplished that way. 

Not only do we need to reduce the deficit, 
we need to concentrate on the size of the 
nation's capital pool because not enough is 
going in. When our savings rate averages 6 or 7 
percent a year, there's no seed corn for next 
year's crop. 

We cannot afford to compete with the world 
on the basis of wages unless we want a slave 
wage economy, and I've never heard an Ameri-
can suggest that Our other avenue is to compete 
on the basis of capitalism, and the cost of 
capital is a fundamental cost of doing business. 
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We must compete either on the cost of capital 
or the cost of wages—take your choice. Since 
we've ruled out wages, we must reduce the 
cost of capital. To do that, we have to increase 
the supply and call for more incentives and 
fewer disincentives for savings by private and 
corporate Americans. 

More fundamentally, we need to improve 
our educational system. Of the 74 percent of 
our young people who graduate from high 
school, 53 percent can't solve a simple math 
problem or write a letter. In a recent poll, half of 
the high school seniors surveyed could not 
identify Winston Churchill or Joseph Stalin and 
did not know whether California was on the 
east or west coast. That's our fault. We waited 
20 years while the reading, math, and com-
munication skills of our children declined an-
nually. Nobody was fired. Thafs our fault and 
it's inexcusable. We must do better. 

Education is a lifetime process. We must 
encourage children to establish good thinking 
and studying habits as well as good work habits 
if we are to compete in this international 
environment. It is up to us. The opportunity is 
here. We are part of a global environment, an 
integrated economy, and there is no going 
back. 

This global integration is the most exciting 
development since this country established 
the constitutional system of freedom. We are 
being forced to exercise and develop our 
emotional, mental, spiritual, and physical mus-
cles in the process of competing, and we wil l 
be better for it. We're going to create more jobs 
than we can say grace over—and they will be 
better, cleaner, safer, and higher-paying jobs. 

The world is a $2 trillion market and will rise 
to $4 trillion by the end of the century. There is 
more opportunity for Americans now than in 
the last 50 years. There is no limit to what we 
can achieve if we want to grab that "Holy Grail" 
of competition. 

But we have to make a deliberate decision to 
compete. We're already facing competition. 
We must decide whether we want to go after 
the business. Reassurance was given to us in 
the difficult days of the early 1940s by a man 
who claimed part-time citizenship here, Winston 
Churchill. He came to the United States in the 
dark days and said: " W e did not come all this 
way, across the centuries, across the'oceans 
and the plains and the mountains, because we 
are made of sugar candy." He's right We're not 
But we had better get with i t 
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