
















THE FACTORY 

and 

NEW PRODUCTS 

A Competitive Solution 

All of us take pride in our free enterprise system here in 
America. However, we seldom have occasion to con
sider the obligations it imposes on us as individuals and 
as employees of a business firm. Competition is the key
note of our free enterprise system. This means that the 
customer is king. 

It is easy to get the idea, working in production, that 
the factory is concerned only with manufacturing. But 
it is not. It isn't enough to merely manufacture high 
quality merchandise. Our thinking must start where 
marketing thinking starts-with the consumer. In our 
competitive free enterprise system, we must manufac
ture something that people want to buy, and we must 
manufacture it at a price they are willing to pay. We 
must be competitive. 

·Competitive problems 

With watches, we have not been competitive in our 
prices. Although technological advancement has reduced 
the number of hours it takes to produce a watch here in 
our factory, our costs have continued to increase be
cause of our policy to pay wages equal to other industries. 

We make very high quality watches, but we have not 
been successful in meeting the prices set by our compe
tition. It's not just Hamilton, but the entire domestic 
jeweled watch industry has been unsuccessful in meeting 
this competition, and fewer and fewer consumers in the 
American market have bought domestically made time
pieces. 

The situation is not entirely hopeless, but the remedies 
become more difficult each year. The most obvious 
method is to reduce costs. We have been doing this for 
years by improving our production methods and, with 
the cooperation of everyone, our efficiency. As progress 
is made, however, further advancements become more 
and more difficult. 

Further progress toward making our domestically 
manufactured watches competitive can be made through 
development of a new type of watch requiring fewer 
parts. We are working now on an electric watch with 
fewer parts, which we hope will help us compete on a 
more favorable basis in the watch market. 
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R. Raver 
(V.P.-Manufacturing) 

The problem of providing enough jobs and using our 
equipment and buildings also has to be met �b�~� �d�~�v�e�l�o�p�
ing new products. We have approached thiS 10 two 
ways. First of all, it was necessary to find products �r�~�
quiring the use of people and facilities �p�r�e�s�e�n�~�l�y� aVail
able here at Hamilton. Only six years ago, 10 1950, 
almost 100% of the total business of our Company 
consisted of the sale of watches made here in the United 
States. Today this has been drastically reduced. �O�?�~� .of 
the first products we made with employees and facilities 
formerly used in the manufacture of watches was fuzes 
for the Government. More recently, as the fuze program 

ARTHUR B. SINKLER-1955 
Before Committee on Ways and Means, 
House of Representatives 

"This committee must understand that the 
United States has come very close to complete 
loss of an essential security industry whose 
skills, once dissipated, could not be reestab
lished in time to be of any benefit in event of 
war, however badly needed . . . If the United 
States industry had collapsed, the only remain
ing jeweled watch industry of consequence in 
the free world would have been located in the 
heart of Europe . .. The jact is that our profits 
and our sales are coming from the imported 
line and from other products which we are now 
making. Never again are we going to rely solely 
on the manufacture of watches domestically as 
our only product." 



comes to an end, we have started to make automobile 
clocks, using much of our watchmaking equipment in 
the production of parts. Another example is the manu
facture of parts for other companies by the Allied Prod
ucts Division. These products are designed to use our 
idle facilities. 

Long range goals 

For long range plans, however, we must establish 
different goals. In addition to using the facilities and 
skills we have available, we must also find other things 
that people want to buy-and learn to make them at a 
price that is competitive. We have to do this, even if it 
means buying new equipment and teaching ourselves 
new skills. When considering new products, many things 
must be taken into consideration: 

1. The seasonal sales pattern of a new product should 
offset the peaks and valleys of watch sales and thus 
eliminate that old bugaboo of seasonal layoffs. 

2. The product should strengthen the company finan
cially on a long term basis. (It should be kept in 
mind that this can sometimes be accomplished even 
though immediate earnings are not adequate or ap
parent.) 

3. If possible, the new product should be of the type 
that we can manufacture with our existing facilities 
or market with our existing sales force, or it should 
complement some product now being manufactured. 

4. The new product should certainly be of such a na
ture that there is no threat of foreign competition 
overtaking the American market. 

5. In manufacturing the product, we should not be de
pendent upon one source of supply for the compo
nent parts, such as watch jewels which must be pur
chased in Switzerland. 

6. If possible, in manufacturing the new product, we 
should be able to utilize the skills and wealth of in-

KWIK-CHEK, high precision gage, one of Hamilton's new 
products. 

Hamilton's defense assignments include the development of a 
series of safety and arming devices for various new missiles 
and rockets. Above are outlined two such Hamilton devices 
already developed. Left: Honest John, a surface-to-surface 
rocket; Sparrow, an air-to-air missile. The Nike, a surface-to-air 
missile is not shown. 

dustrial know-how we have already at hand in our 
production, technical, engineering and scientific em
ployees. 

7. Ideally, the product should also be a new develop
ment in a market growing more rapidly than our 
general economy. 

We have found that it is almost impossible to dis
cover a single product which meets all these require
ments. What we must do is try to meet as many as pos
sible. 

How to accomplish goals 
How do you go about accomplishing these objec

tives? One method, of course, is outright purchase of 
another company. As you know, we did this with Ralph 
W. Biggs and Co. in 1952, and the Hathaway Instru
ment Company in 1955. 

Manufacturing rights to a patented product can also 
be purchased, as we have done with the automobile 
clock and the Kwik-Chek gage. Governmental needs 
also present a good source of new products. Research 
and development contracts and other bidding lead to 
production as with the Zuni and the Nike and other 
rockets and missiles. 

The last, and probably most important method, is to 
develop new products through our own Research and 
Development program, as we are doing with the electric 
watch and clock, metals processing, the phase meter and 
other instruments in the developmental stage. 

Products considered 

Just to give an idea of some of the products we've 
studied in carrying out this program, here is a partial list : 

Diamond Laps 
Butane Cigarette Lighters 
Ear Microphones 
Jewelers and Auto Clocks 
Aerial Navigation Devices 
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Mechanical Counters 
Timers, Parking Meters, etc. 
Gages 
Electric Razors 
Transistors, Thermistors, and Transducers 
Relays 
Time Computers 
Servo and Gear Heads 
National Standard Miniature Screws, etc., etc., etc. 

Two of these products (gages and auto clocks) were 
selected as meeting our long range plan, and, in order 
to enter the market quickly, we purchased the manufac
turiAg rights of existing designs. Development work is 
proceeding on improved models and an enlarged line. 

New product cautions 

An important factor in carrying out our program of 
diversification is marketing. Although we may be com
pletely familiar with the selling of watches, the market
ing of an industrial product is an entirely new field to 
Hamilton. Experience must be acquired, and we must 
proceed cautiously-sometimes even slowly. When a 
company goes into new fields with new products, it is a 
slow process which cannot be accomplished overnight. 

NEW PRODUCTS 

THROUGH PURCHASE 

OF OTHER COMPANIES 

In 1950, Hamilton was a one product company. Our 
total sales volume came from manufacturing and selling 
watches. To change this, we started making different 
products here in Lancaster and teaching ourselves new 
skills in manufacturing and distribution. We also started 
to look outside of our Company to see what firms could 
be acquired that would strengthen us. 

Standards to be met 
When purchasing new companies, there are certain 

standards that have to be met. I can't discuss all of 
these in this article, but a couple of them are important 
because they show our thinking and how we approach 
an action of this kind. 
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Understanding this is of vital importance. Even with the 
most careful planning and analysis, progress will be slow. 
It is a "one-in-a-million" chance that a new product will 
be successful immediately. There isn't a corporation in 
America today that plans for immediate success when 
introducing a new product on the market. The usual 
pattern is that four out of five slowly wither and die. 
Only one out of five is ultimately successful-and only 
occasionally does a new product skyrocket to impor
tance in the American market. 

What makes one product succeed while another fail s? 
The American consumer-the buying pUblic. What 
makes one company succeed while another fails? The 
ability to satisfy customers-to manufacture products 
people want to buy at prices that are better than any 
others. The principal privilege of the free enterprise 
system is the privilege of competition. We can compete 
successfully only by being more efficient than other 
firms. 

Hamilton is going to continue broadening its product 
line by the method outlined in this article. Although in 
many cases the results will not be immediately apparent, 
new horizons are being envisioned to insure the future 
growth of our Company and its important role in Amer
ican industry. 

Robert B. Thompson 
(Exec. V. P.) 

First of all, the company that we buy should be in a 
growth industry. By a growth industry we mean an area 
in our economy that is increasing in importance each 
year at a rate that is faster than our general economy. 
One of the fastest growing fields today is the field of 
electronics. The Hathaway Instrument Company, ac
quired in 1955, has a very fine reputation in this field. 

Secondly, now that we have established a toe hold in 
the field of electronics, any other acquisition should per
mit the distribution of the product through our sales 



ARTHUR B. SINKLER-1956 
Before Subcommittee on Foreign Economic 
Policy of the Joint Economic Committee, U. S. 
Senate 

"There is no such thing as the stockpiling of 
skills for the manufacture of particular defense 
items. And this is one point on which there 
seems to be unanimity of opinion of all the wit
nesses . . .. I suppose that raw materials can 
be stockpiled, although in our experience 
this has never been overly suc;,cessful; but all of 
our experience proves that skills cannot be 
stockpiled. The only way to have a mobilization 
base for the manufacture of timepieces, for ex
ample, is to maintain continuous production of 
watch movements." 

force here in Lancaster or through the Hathaway sales 
organization. 

The new company should also offer some potential 
for bringing work into our Lancaster plant, such as the 
manufacture of parts or the manufacture of complete 
products developed by the new firm . 

These are only some of the things that have to be 
considered as we search for new firms. There are other 
considerations that could also make an acquisition at
tractive to us even if it does not satisfy these standards. 
Tn the case of the Biggs Company, for example, we ac
quired a firm that manufactured watch cases-a prod
uct we have always purchased in large quantities. We 
are also on the lookout at all times for the kind of busi
ness, whether or not it meets the standards discussed in 
this article, that could be moved completely from its 
present location and put into our buildings here in 
Lancaster. 

Finding companies that meet these qualifications is 
not easy. The trouble is that every company for sale is 
for sale simply because it has some problem of one type 
or another. It might be that the company does not have 
enough cash, or that the management is retiring and 
new management is not available; or perhaps a sales 
organization has- not been developed and is suddenly 
badly needed. 

In most cases, the problems are obscured and hidden 
and sometimes not even clearly recognized by the sell
ers of the firm . Unless the problems are clearly spotted 
before an acquisition is made, we might be merely pur
chasing new headaches instead of curing some of our 
own. 

Advantages of Hathaway purchase 
Basically, an acquisition will be successful only when 

there are mutual advantages to both companies in
volved. This can be illustrated by our acquisition of the 
Hathaway Instrument Co. Among the many advantages 
for us in purchasing Hathaway were the following : 

1. An established name and position in the precision 
measuring field. 

2. A part of the skyrocketing electronics industry. 
3. Well established regular customers in the electric 

power, oil production and aircraft industries-all 
growth industries-as well as being a producer for 
the medical profession. 

4. A record of growth and stability in its selected fields 
with a minimum of reliance on U. S. Government 
work. 

5. A nucleus of inventive, development and engineering 
talent in the desirable electronics field. 

6. A potential source of many new products. 
Hathaway lacked several things which we were able 

to supply: 
1. Adequate financial resources for expansion. 
2. A broad nationally recognized prestige name. 
3. The broad experiences and abilities found in a large 

organization. 
4. Sufficient experience in the metals working area. 
5. Adequate physical plant and equipment. 

The work of joining our resources and those of 
Hathaway into a productive unit has not yet been 
completed. An example of what can be done, however, 
may be seen by the Hathaway parts being made here in 
Lancaster right now, and the research being completed 

Sketch of Hamilton's new Hathaway Instrument Division now 
under construction in Denver, Colorado. 

on a miniature tuning fork which might very well be 
manufactured in its entirety in Hamilton's Lancaster 
plant. As this program develops we plan that additional 
new products will be developed in Denver, Colorado, 
for manufacture in Lancaster and that additional parts
manufacturing will be required. 

One of the important things to remember about our 
acquisition program is that there are no vacuums in the 
American market; there are no firms that don't have 
competition of one type or another; and there is no easy 
road to success. Even in buying other firms we are 
competing with other companies also interested in di
versifying. 
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GROWTH REQUIRES 

CAPITAL and PROFIT 

Money needed to manufacture new products 

When a company is facing the problem of operating 
within an industry that is declining, it cannot wait until 
the last minute to take corrective action. To carry out 
the plan of manufacturing new products and acquiring 
other firms , our Company needs money. We must invest 
in the equipment and services needed to manufacture 
new products-and take the necessary risks involved 
in such ventures. 

A corporation can continue to exist only by making 
products which can be sold to customers-and sold at 
a profit. As it becomes increasingly difficult to com
pete with Swiss imports because of the wage differences, 
we must convert more and more to the production of 
articles other than watches. To continue watch move
ment production past the point where it is profitable 
can result only in business failure. 

Price increase 

To increase profits on domestic watches, we recently 
took some corrective action. For many years the prices 
of Hamilton watches were not changed. Although labor 
rates today are more than twice as high as labor rates 
in ] 946, the average consumer of Hamilton watches has 
continued to purchase a watch at approximately the 
same price as he did in 1946. In an effort to meet the 
price competition of imported watches, we were selling 
our product for so little that profits were disappearing. 
Without profits, research and capital expenditure were 
also going down, and the future of the Company itself 
was in danger. For that reason prices were increased 
early this year to provide a return on the investment of 
our money closer to what is required to continue a com
pany such as ours. 

Another problem in managing the funds of the Com-
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H. G. Thomas 
(V.P.-Finance & Comptroller) 

pany is to prevent large stocks of unsold products from 
being bui lt. When inventories are high, our money is 
tied up and cannot be used for more productive pur
poses. When our inventories are high, we also run the 
risk of taking serious losses if the market declines. At 
the end of last year there were too many watches in our 
vault. We continued production at about the same level, 
hoping that sales this year would increase and use up 
these extra watches. Within the past few months, how
ever, we discovered that we are building watches faster 
than we are selling them, and that our stock of watches 
will again be high at the end of the year. For this reason 
we had to cut back on production. 

Accomplishments encouraging 
We have accomplished a great deal here at Hamilton 

in meeting the challenge presented by Swiss competi
tion. In 1950, 100% of our then $19,000,000 of sales 
was accounted for by the sale of domestic watches. To
day, with annual sales at about $28,000,000, approxi
mately 50% of our total dollar volume is earned from 
watch cases, our fuze business, government research and 
development work, sales volume of our electronics in
strument subsidiary in Denver, Colorado, and imported 
watches. The remaining 50 % is from the sale of do
mestically manufactured watches. 

In the past few years we have also greatly improved 
the financial condition of our Company. Most of the 
earnings from the sale of fuzes, watches and other prod
ucts have not been paid out in dividends but have been 
retained. Inventories have been closely controlled reduc
ing the amount of money tied up in products we are 
holding. With the money obtained in these ways, we 
have reduced the debts of the Company. Four years ago 



What The Tariff Means to 
American Industries 

By PERCY W. BIDWELL 

(Published by Harper & Bros. , N. Y. for 
the Council on Foreign Relations) 

H ••••• the watch manufacturers have done an 
excellent job of adjustment to increased foreign 
competition. But defense, as Adam Smith re
marked, is more important than opulence. It 
the President and his advisers should decide 
that the watch industry is essential to national 
security, it should be maintained, irrespective ot 
economic gain or loss." 

I've got a question 

Ques: Why are auto clocks being assembled at East 
Petersburg when we have idle assembly depart
ments here in Lancaster? 

Ans: In deciding where the clocks should be as
sembled, many factors were taken into considera
tion: 

(a) The engineers recommended East Peters
burg because facilities that required little 
modification were already available. The 
assembly bench with conveyor belt was the 
proper height, whereas all assembly benches 
at Lancaster were not. East Petersburg was 
also equipped with the special testing equip
ment for vibration and shock to which auto 
clocks must be subjected. 

(b) A second engineering consideration was the 
skills and normal work pace of the em
ployees available. Because of the extreme 
precision and small size of watch parts re
quiring the use of tweezers and loupe on 
every operation, the normal assembly pace 
on watches is considerably slower than it 
would be on clocks. 

Hamilton owed $8,100,000 at this time of the year, and 
today our total debt is down to $1,500,000. We have 
worked hard so that we now have money and credit 
available for new products and for the acquisition of 
other firms . 

In a number of ways we are doing relatively better 
than other companies in the industry in meeting these 
problems, but we still have a long way to go to match 
the record of other manufacturing companies in the 
United States. 

Financially, our plans for the future are to keep 
Hamilton strong-strong so that new work and new 
products can be added here in Lancaster. Our plans 
are for strength built on financial resources that will 
permit us to enter new fields of activity with confidence. 

-
(c) Efficient plant use also indicated that auto 

clocks be assembled at East Petersburg. All 
of our assembly areas in Lancaster are air
conditioned, whereas East Petersburg is not. 
The auto clock does not require assembly 
in an air-conditioned plant. It was agreed 
that our air-conditioned departments be re
served for assembly of new precision prod
ducts currently under development. 

(d) Another factor was that East Petersburg 
must be kept in operation because the small 
pilot line assembly of devices for rockets 
and guided missiles required the handling of 
explosives which cannot be done in Lancas
ter. Because of this, the East Petersburg 
plant could not be closed, and to operate it 
with only 20 employees would be most in
efficient. 

(e) Because the clock is so much larger than a 
watch, the handling, storing and shipping 
of parts and clocks would have been diffi
cult at Lancaster. Material handling costs 
would have been much higher at Lancaster 
because of the necessity of trucking between 
Traffic and the fourth floor. 
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Ques: What is the difference in the wage scale between 
Swiss and American employees in the watch in
dustry? 

continue to rise, the already prohibitive differen
tial between Swiss and American costs will 
increase. 

Ans: This question can best be answered by quoting 
from a statement of the American Watch Indus
try to the Commission on Foreign Economic 

Ques : How many people are employed in the American 
Watch Industry? 

Ans: See the following table: 
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Policy (Randall Commission) in 1954. " ..... . 
the Tariff Commission, in its investigation of the 
industry, found that 'labor costs average about 
80% or more of the total current costs of pro
ducing watches in the United States'. The record 
showed that rates in the domestic industry in 
1950 averaged about $1.71 per hour as against 
$.61 per hour, or a differential in favor of the 
Swiss producer of about 2112 to 1. This differen
tial has increased substantially since 1950, due to 
wage increases granted in the domestic industry 
through collective bargaining. Latest figures show 
average hourly earnings in the American watch 
industry of over $2.00 an hour, including all 
benefits. In 1936, when the Swiss Trade Agree
ment was executed, the averages were about $.60 
and $.30 per hour, respectively. The differential 
has thus increased from $.30 to over $1.10 per 
hour. . . . As American wage and other costs 

Average number of Employees in the U. S. 
Jeweled-Lever-Watch Plants: 

Watches, parts Other 
Year and service products Total 
1946 8,565 351 8,916 
1950 7,761 50 7,811 
1955 4,072 3,938 8,010 
1956 (Jan .- 4,012 3,279 7,291 

March) 

I'VE GOT A QUESTION! 
Please publish the truth in TIMELY TOPICS about 
the following question or rumor: 

Thanks for peace and liberty, for food and raiment , for corn and wine 

and milk, for every kind of healthful nourishment, Good God, I thank Thee! 

Thanks for the common benefits of air and light; for useful fire and 

delicious water, Good God, I thank Thee! 

Thanks for knowledge and literature and every useful art, for my 

friends and their prosperity, and for the fewness of my enemies, Good God, 

I thank Thee! 

Thanks for all Thy innumerable benefits; for life and reason and the 

use of speech; for health and joy and every pleasant hour, My Good God, I 

thank Thee! 

- BENJAMIN FRANKLIN 



Conclusion ... 
I have read these articles with real interest because they summarize quite well the work that we 
have been doing to plan for the future of Hamilton. These are plans that can be accomplished 
only with the cooperation of everyone. 

Our hope for the future lies in our ability to compete more efficiently than other companies in 
our economy. This is not merely competition in planning and managing our finances, but it is 
competition of all employees to make every phase of our Company operation more efficient. We 
plan to make watches here in Lancaster for many years into the future, but we are not going to 
rest there. We plan also to make many other products. Only by learning new things as rapidly 
and as welI as possible can we find the future that we want for Hamilton in these other markets. 

What have we done to this end? 
First, we have consistently sought Government assistance so that we could strengthen our 

organization and be able to carry out our long range plans, and because we know that our Com
pany is essential to the defense of the United States . 

Second, we have added imported watches to the line at the low price end and in the specialty 
category. The reasons for this action are outlined in the article written by Mr. Fulton. In general, 
this move put our Company on a more competitive basis in the watch market. 

Third, we are carrying out a program of product diversification through the purchasing of 
other companies and the manufacturing rights to existing products. Also, we are developing new 
products through our own Research and Development program. 

And last, we are maintaining a stable financial condition to keep the Company strong so that 
new work and new products can be added here in Lancaster, and we can enter new fields of ac
tivity with security and confidence. 

In conclusion, let me repeat what I said at the beginning of this issue. If you have further 
questions I should like to answer them at anytime, either in my office or through later issues of 
TIMELY TOPICS. 

Arthur B. Sinkler 

Arthur B. Sinkler-1956 
Before World Trade Writers Association 

"The Swiss compete in the American market with labor that costs one-third as much as 
American labor, using all of the techniques of interchangeability in the manufacture of parts 
on a product where transportation costs are almost non-existent . .. The Hamilton Watch 
Company was one of the first companies in the world to mass-produce high quality watch 
movements using an assembly line technique. But the economies can never be sufficient to 
overcome the difference in labor rates between the USA and Switzerland." 




