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POLITICAT, REQUIREMENTS FOR PROSPERITY

Remerks by Senator Hubsrt H., Humphre

2 » Humphrey (D.,Minn.) b2fore Congress of American Indus-
try, sponsored bty the Natioral Associaticn of Ma ulacturers, New Ycrk City, New
York, on Wednesdsy, December 7, 1955, at 10300 a.m. ’

It is a privilege to be ianvited as one of the gu
guest speakers at the 60th
Congress of American Industry. You represent in conside
. rable measure %t
lifeline of our dynamic American economy. TR e

Let me &t the outset give you a few words about my

political and economic
philosophy, in order that you may better understand the bill of particulars I in-
tend outlining as essential pclitical requirements for an expanding and prosperous
economy.

I have great faith ard confidence 1in the politicel judgmeut of the American
people, and the eccnomic know-how of American industry.

I believe in free and open competition in the merket place of commodities, as
well as in the merket place of idess, Political and economic freedom cannot endure
long without the free exchange of ideas and material goods.

A balanced and orderly free society, however, requires not oaly competition,
but cooperation, between the individuals and segments of that society. This coop-
eration must embrace not only private individuals and institutious, but also enm-
brace the institutions of government.

The topic assigned for this discussion clearly indicetes the widespread ree-
ognition of the imporiance of govermnment in the Americac economic structure.

Governmens. -- federal, state, and local -- (and I indludc All three levels)
can act as a creative force, eitiier through positive action or by negative and re-
straining influence,

Fortunately for the American people, the Constitutions of the United States
places a direct responsibility on the government to promote the general welfare.
That general welfare relates to the economic welfare of each and every citizen.

The first obligation of govermment is to be just -- to assure equal oppor-
tunity for all. Wiih this moral raquiremeut of justice and equal opportunity, it
has been necessary in the pest, and it will be necessary in the future, for govern-
ment to use its powers to curb the private exploitation of our human and natural
resources, to regulate commerce in the inserests of fair and honorable competition
and to assist th2 under-privileged and those vho are the victims of economic and

social inJjustice.

There are thesa who “erm such actlion by government as interference with
free enterprise. 1 respectfully suggest toat they are eitner unmindful of the con-
stitutional requirements of the governmert to promote the general welfars, or have
wilfully and wrongfully interpreted the rules of free enterprise to be synonymous

with the code of the jungle.
Freedom is not license, nor is enterprise explcitation.

Free enterprise is a constructive force. It has a social obligation as
vell as a profit motive.

A politicel democracy or & constitutional republic cannot long erdure when
the social end economic needs of the citizenry are sacrificed or ignored. For
that reason, the political requirements for prosperity must, above all, include

social justice and equal opportunity.

Before looking ahead, it might be wise to look briefly at the past -- to
place in perspective where vwe are today. As in most arees of life, there is little
that is new -- but much to be learned from the past.
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We have found‘§t necessary to regulate utilities in the public interest.
We ncw accept the ohligation of goverument to design and administer programs on
behalf of couservation of cur great land, water, mineral, and timber resources.

We discovered in the late 1800's that competijive enterprise could develop
organic mnnstroaities in ths form of monnpolizs and itrusts. It brcame nscesser
for the governrant to £dnpy & body of low, surkh as the Sherman Act, tha (layton
Act, and the Rchinson-Ffatmen Act, in order to preserve an orderly and responsible
competitive enterprise system,

We have vitnessed within the past half century unscrupulous speculation in
the stecs marka: which gerinusly 4hreatened the solvency of our entire financial
and industrial structure,

Goverument had to act, to protect the public interest, by establishing the
Securities Exchange Commissicn.

Likewise, the laws and regulations pertaining to our monetary and crecdit
institutions had to be strengthened and revised in order to provect the public Pfrom
unwise, and, at times, unethical, financilel minipulation. The goverrment's respons
vas establishuent of a Federal Rzesrve System to assure an: adequate credit for a
growing ecoaomy, and e banking and monetary code to assure fiscal solvency and the
confidence of depositors.

Social neede of the Americau pecple were recogrized in passage of the Sceizl
Security Act, the Fair Later Stanlards Law, and a wide variety of measures dealing
with bealth, welfare, sad =cducatiuvn.

These exe some of the lessons and experiences of the past.

Bu%, these public policies also have served us well in recent days and the
present. Rather than stifling private enterprise, they have encouraged wholesoms
developmdnt and expansion.

Legislative poiicies of the past 25 years have greatly assisted in bvilding
& strong base for the American economy.

This is a mass production economy, and mass production requires mass ccn-
sumption.

This is a consumer's economy, and it can expand and remain prosperous only
80 long as 1t is geared to meximum purchesing power.

Every segment of the econcuy must be afforded an cpportunity to share in
prosperity.

Here, in my opinion, are the five major political requirements for that
kind of presperity:

First, we must coordinate programs and peolicies of federal, state, and
local governuents, and private groups, within the framework of a free, private,
competitive economic system, to insure maximw: emplo; ment, production, and pur-
chasing power. This means a continuing, effective concern for balanced eccnomic
growth and stability; for increased productivity which relates itself not only in
anexpanding volume of goods and services, but also ia a higher living standard
and wages.

We have embodied this philosophy into public law -~ the Employment Act of
1946, That act placces upon government & responsibility to assure maximum praduc-
tion, maximum employwent and maximum purchesing power. It calls for keeping our
econcmy in balance. This is no idle gesture. It is but further expression of
the constitutional mandate to promote the general welfare.

We need full emplopment and decent wage standards, nct only to provide a
rising living standard for wezkers and their families, but also 0 maintain the
output of industry and provide the major incentive for capital grods gxpansiOnn
Our machines are no more profitable in their capacity to turn out goocr end scxr-
vices than the economic capacity of our consumers to pay for and use those sene

geods and services.
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Encorragement of responsible collective bargaining under law is an essen-
tial link to achieving the balance we seck under the Employment Act of 1946. Col~
lective bargaining is labor's response to corporate business structure. We need
both -- but both without abuse of privilege or power. We must expand and modernize
such built-in safeguards to the economy as our progravws of social gecurity and unem-
ployment compensation. Such progrems, in effect, are part of our econoric life in-
surance, for which principdl and premiums alike must be constantly adjustad to keep
pace with growtk of our nabticnal preductioa and populstien,

Second, ve need a hzx structure at federal, state, and local levels that
not only meets the standerds cf soclal justice based on the principle of ability to
ray, but also coatributes toward our goal of eccnomle growth and stebility. Cur
Joint Committee on the Eioncmic Report is right now conducting studies sad hesriigs
aimed at this very pmrpose, end I hope from such hearings will flow recommendaticns
which can be enacted to mee': this cbjective.

Personally, I feel that revision of our tax structure in line with these
long-term objectives should iiaclude both greater ellowances for families, thereby
stimalating family purciasing »ower, and a more squitehble structure for middle ir-
come groups, who under present lawe Tipd it extremely difficult to accurulate re-
serve capital.

Independent small business cannot grow and expand on credit alone -- even
liberal credit. It must have the cpportunity to reinvest earnings. I know of no
better way to restrain the present trend toward monopoly and mergers -- a trend thatl
has been accelerated in the past three or four y=ars.

Unfortunately, the present tax laws are & mosaic of inequities, loophcpes,
end favoritism. I remind my firiends in business that for evary spacial privilesue
loophole written into our tax laws, someone else must pay the blll through a hesvier
burden of taxation. The goverument needs a certain amount of money for purposes of
national security and government services, If a few are permitted to evade paying
their just and fair share of this national bill, then others are compelled to pick
up the check. A Jjust and fair tax policy is more than mere tax reduction. It is
tax equity.

Third, we must stop at once the sharyp recession in American agriculture,
and by well-directed and designed government policies restcrs agriculture to a po-
gition of equality in the economic scene.,

We need to attack the farm problem on several fronts, including more ade~
quate and effective income protection for farmers through the most workable combin-
ations of price-supporting crop loans, purchases, and possibly production payments;
expansion of both domestic and coverseas surplus distribution efforts; use of some
form of a Conservation Acresgs Reserve land-rental plen as an incentive for produc-
tion adjustments similar to the aid given wartime industry for conversion to peace-
time markets; and improved and modernized credit facilitles geared to modern mech-
anized farming's greater cash operating needs.

We must fully recognize the inter-dependence of all segments of our econ-
omy. There is no such thing as long-term prosperity in business and industry if
agriculture continues to suffer from drastic income decline and greving lndebied-

ness.

America's farmers are still one of the great potential markets in the world.
I suggest that we spend as much time developing American markets as we do foreign
markets. Both are imporhant, but the potentialities of a stronger American market
offer much greater opportunities to American industry for the immediate future. It
is not trite to say that our problem is under-sonsumption, not over-groduction.

A "Point Five" program to assist the under-privileged and underdeveloped
areas of America will yield every bit as constructive a result as a Point Four pro-

gram in foreign areas.

Fourth, we need a liberal long-range credit structure with flexibility to
meet short-range needs. We can no longer evaluate credit policies on the basis of
standards acceptable a generation ago. The amount of outstanding credit must be re-
lated to gross pational income and potential meximum production and employmeut. I
am referring not only to commercial credit, but also to consumer and housing credit.
Liberal credit terms for home construction may be justified not only in terms of
our rapidly expanding economy, but equally so in terms of our rapidly growing pop-
ulation. There is yet another justification -- the social values of home ownership.
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Consumer credit is the life-line of consumer .goods production. Expanded con-
sumer credit becomes dangerous only when the economy slackens, or irrespounsibility
ereeps. into its use. Credit, therefore, must be closely related to our objective of

increased investment, maximum employment, and economic balance between industry,
labor, and agriculture.

Fifth, we must have a continuing long-range development of our natural re-
sources -- and encourage peacetime uses of atomic energy as newest of our resources.
It is with natural resources in particular that government must play & paramount
role. First of all, government is the only agency that can mobilize the manpower
and technological resources of the nation to control the erosion of land, the pro-
tection of forests, the harnessing of the rivers for purpose of flood control, navi-
gation and irrigation. Likewise, if these costs are to be offset in part, the
building of hydro-electric facilities is sound economics. Such electrical energy is
& new capital resource made available to the American people and to American enter-
prise, out of resources already belonging to all the people.

Atomic energy is our greatest untapped source of power and potential wealth,
Because it is a government-developed resource, the government has a direct respon-
sibility to simulate tts peacetime uses for the benefit of all. The government must
not jealously withhold such a resource, but instead share its great potentialities
with private industry, with rural electric cooperatives, and with municipalities.

These, then are my basic criteria for political economic policies required
for prosperity.

But economic policies alone do not assure a wholesome and healthy eanviron-
ment for an expabding econouy.

We still have obJectives of social justice to be fulfilled, and social
values to consider.

Health, welfare, and education of our American citizens is basic to a dy-
namic and expandjng economy. It would be short-sighted to seek a material pros-
perity in which such basic human needs were brushed aside.

There are often costs to maintaining full prosperity.

Yet there have been and still will be far higher costs to industry, as well
as consumers for failing to maintain reasonably balanced growth in our economy.

The 1953-1954 recession, measured realistically by lost production and con-
sumption, is estimated to have cost all Americans about $30 billion. This is a loss
which is never recovered. It is a mighty big chip out of the log of prosperity.
During the ten years of the Great Depression and partial recovery, estimates of our
accumulated economic less, due largely to unemploymemt and industrial idleness along
vith agricultural decline, run as high as $600 to $700 billion, in 1954 prices,

It is these &conomic facts about which we need to be conserned, in consid-
ering what ever political and economic measures are required to assure propperity.

A government policy of doing too little, too late -- of taking half-way
measures when dramatic action is required -- is false economy.

The question is not so much how much we spend or what tax adjustments we
make to insure prosperity, but rather that we do the right thing early enough, on a
large enough scale, to obtaln the results we need for our balanced objectives of
maximum employment, maximum production, and maximum purchasing power.

In summary, the key to the success of any of these polttical requirements
for prosperity is a constant alertness, a boldness of vision that refuses to be
satisfied with any goals of the past as belng satisfactory goals for the future, a
determination to act aggressively and quickly on any of these related fronts when
action is needed, and a willingness to accept change when change is called for bather

than be chained to any dogma of the past.
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