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SCIENCE

Competition in the International Marketplace

Americans must face the reality that strong international competition is
here to stay. During the past several decades, the world industrial competi-
tive order has undergone major transformation. Multinational corporations
grew in importance. The European Common Market and Japan became
major economic and competitive forces, and the Soviet Union consolidated
its influence in substantial areas of the world. Meanwhile, newly industrial-
ized and resource-rich nations emerged as competitors. After the oil crisis
of 1973-1974, the industrial world’s economic growth slowed as inflation
surged. Finally, in many nations, government-managed social services grew
rapidly, often at the expense of the private sector.

These changes have coalesced to create a dynamic global competitive
environment of which the United States is, of necessity, a part. On a
constant dollar basis, our exports have more than tripled since 1960, and
imports have risen almost as rapidly. Yet our competitive margin in some
industries has either disappeared or is shrinking.

In contemplating these problems, it is fashionable and often instructive to
examine the elements of success in certain Japanese industries, but it is
more directly helpful to look at successful industries here at home. Our
computer and telecommunications industries remain in the vanguard. We
lead in aerospace technology, with all that this means in many fields,
including national defense. Our petroleum industry has remained the
world’s pacesetter in technology for finding and winning oil and gas.
Progress in these and other industries is buttressed by exceptional science
and engineering capabilities in the universities and industry, as well as by
high competence in the construction and engineering crafts.

The chemical industry, which I know best, is a strong international
competitor. Chemical production in this country has grown at almost twice
the rate of total U.S. industrial output. Nearly 40 percent of world chemical
sales are generated by American-owned companies. Five of the 17 leading
U.S. exporters are chemical firms, and the industry’s shipments abroad
yielded an $11 billion trade surplus in 1981. This competitive vitality has
many sources. U.S. chemical companies have had a favorable raw material
and energy base as well as a large domestic market. But chemical industry
management has also paid attention to other elements:

® Research and development have been supported by top management,
and the commitments important to a high rate of technological advance have
been made. The industry accounts for 10 percent of all research expendi-
tures in the United States, or close to twice its share relative to GNP.

® The industry has never viewed its opportunities as limited. It has
steadily broadened its base by developing evolutionary product lines.

® Diversification into new, yet related, businesses and technologies, such
as electronics and other high-technology areas, has been common.

® Productivity improvement and cost reduction have been pushed vigor-
ously. Conservation programs have cut the industry’s energy consumption
per unit of output by 25 percent since 1972. Physical production per man-
hour is twice the average level for total U.S. manufacturing.

® Investment in new plant and equipment has averaged between 6 and 8
percent of sales since 1970. This is roughly a third higher than the
investment rate for the total manufacturing industry.

® Finally, the chemical industry has worked hard both to build exports
and to establish plants and offices overseas. This two-track approach
strengthens both domestic and international operations.

Most of these principles can be applied to other industries. The United
States has the talent and resources and the toughness of mind to compete in
the international marketplace. We must put our objectives in clearer focus
and muster the will for their achievement.—EDWARD G. JEFFERSON,
Chairman of the Board, E. 1. du Pont de Nemours & Company, thmmg-
ton, Delaware 19898

Based on an address presented at the Forum Club of Houston, Houston, Texas, 17 March 1982.





