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The American economic system is not working well. 

Today we are just emerging from the worst recession since the 
Great Depression -- a unique recession in which inflation soared to 
record post-war levels. 

In 1975 we experienced an unemployment crisis with an average 
"official" rate of 8.5 percent. At the same time, we saw prices 
increase at double digit rates. 

Dr. Arthur Burns has made the same point. Last December he 
said, "If an employment rate of eight or nine percent is insufficient 
to bring inflation to a halt, then our economic system is no longer 
working as we once supposed." 

I completely agree. 

It is time for a detailed re-examination of our economic 
assumptions and it is vitally important that our nation's business 
leaders fully participate. In this re-evaluation, we all must put 
aside our ideological biases and approach this task in a pragmatic 
way. The future of our democratic economy rests on our willingness 
to embark upon this sometimes unsettling but essential mission. 

This morning I would like to raise several issues that should 
be considered during this process. 

Many of the ideas I will mention are controversial. In no 
case do I believe we have the "final" solution. But, I am convinced 
they are of great importance to you and all Americans. And, I need 
the benefit of your advice and counsel on them. 

Last fall, in a major speech in Atlanta, Dr. Burns suggested, 
as I have on many occasions, that the government should be an 
employer of last resort in times of severe recession and high 
unemployment. Surely we have our differences on the way to do 
do this, but in principle we are together. 

I believe you should carefully consider this proposition. I 
urge you to study my proposal to provide a decent job for every 
American able and willing to work, the Full Employment and Balanced 
Growth Act of 1976. 

It costs the Treasury about $16 billion in lost tax revenues 
and increased spending on unemployment compensation, food stamps 
and welfare, for each one percent of unemployment. The present 
approach of providing Federal checks rather than jobs is too 
wasteful and inconsistent with basic American values to be continued. 
Our economic and manpower policies must be restructured to emphasize 
work and productivity, rather than welfare and waste. 

Contrary to the impression some people would like to create, the 
Humphrey-Hawkins Full Employment bill works primarily through the 
private sector. 

The principle thrust of the bill is to encourage the creation 
of job opportunities in thriving, expanding private businesses 
through tax, credit and budget policies which will stimulate private 
enterprise in a balanced and sustainable way. Many of the auxiliary 
programs that are called for in the bill are specifically designed 
to produce private jobs. Additional activities under the bill will 
supplement and not supplant the private sector. 
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We need to have all our people working. It is good for them 
and for you. The work ethic will die only if we let it. I am sure 
our bill has imperfections. I am sure it will be improved in 
committee. But, I do believe it moves in the right direction. 

Another subject that deserves your attention is the 
Humphrey-Javits Balanced Growth and Economic Planning Act. I ask 
you to study this proposal in detail, and to give me the benefit 
of your views. 

This legislation lvould establish a new procedure for anticipating 
economic problems before they become crises. It also would help 
us to see the impact of government policy in one area on 
developments in other areas -- the impact of grain sales on our 
rail system, for example. 

Such a process would provide a great deal of new information 
which would be used by the private sector in its planning and by 
government in its policy making. It would require that Congress and 
the President, with business, labor and state and local government 
fully participating, debate and establish economic goals and 
priorities for America. 

The forcasting and goal setting process would strengthen our 
private sector institutions and our free market system. And it 
would reduce the inconsistent and unpredictable interference of 
government in the private sector. 

This new process could be the basis for a more constructive 
partnership between the public and private sectors in the years 
ahead. Such a partnership would do a better job of meeting the 
needs of our society. 

Another issue of great concern to me is the problem of capital 
formation -- meeting our growning investment requirements. As 
Chairman of the Joint Economic Committee, I have become increasingly 
concerned over this problem. The Committee is continuing its 
analysis of this issue. 

It is clear that business investment will have to be higher 
over the next several years, if we are to meet the needs of an 
expanding labor force. One recent study for the Council of Economic 
Advisors projects a need for about $40 billion in additional 
investment-- above recent levels -- in each of the next four years. 

In 1976, real investment is projected to be roughly 4 percent 
below the 1975 level and 16 percent below the level of 1973. 
Frankly, this just won't do. A strong and sustained economic 
recovery is essential in generating the level of investment that we 
need. 

The average cost of business investment goods has risen 78 percent 
in the last ten years, well above the rate of consumer price increases. 
At the same time, a near doubling in interest rates on corporate 
borrowing has added greatly to the cost of capital expansion. 

Congress must give serious and immediate attention to 
effectively designed measures, including tax code changes, to 
stimulate investment. Obviously, policies to reduce inflation and 
interest rates are a must if we are to meet our investment needs. 

It also is important that we consider nelv way to broaden the 
ownership of capital in America. Today, the vast majority of our 
people feel they are outside the "system" looking in. Roughly two-thirds 
of the value of outstanding stock, for example, is owned by about 
5 percent of the adult population. 

More effort is needed to broaden ownership of our great 
productive enterprise. 



• • i . . . -3-

Recently, under my chairmanship, the Joint Economic Committee 
held hearings on this question. We soon will issue a major study 
on alternative approaches to broadening the ownership of wealth 
in America. 

I call on all of you is to use your knowledge and experience 
in finance to promote broadened ownership in our nation. It is 
urgent that this be done. We also need your help in devising better 
ways of assuring access to credit at reasonable rates for small 
and promising new businesses. 

In conclusion, I would like to comment breifly on the need 
for all of us to seriously consider the future we face in America 
and the tough decisions we must make. 

Let me remind you that by the year 2000, it looks as if we 
will add another SO million people to our nation's population, 
85 percent of whom likely will be living in cities with populations 
of 50,000 or more. 

By the year 2000, upwards of three billion people are likely 
to be added to the world's current four billion population. 
According to the World Bank, this would create over 200 cities 
exceeding one million each, and several over 20 million each. 

And hidden behind these numbers is the fact that most of 
this growth and population concentration is likely to occur in 
the developing nations, many of whom already are falling behind 
in meeting even the most basic of human needs, such as food and 
shelter, for their present populations. 

The creation of a desirable or suitable human environment 
within our nation requires that people be provided with the 
opportunity to develop life-styles and surroundings of their own 
choice, consistent with environmental integrity and the economic 
management of natural resources. 

The intensifying deb ate between the advocates of "no grm.,th" 
versus "growth at any price" within our country is an attempt to 
force Americans today to make a simple choice of accepting one or 
the other. However, I believe they will accept neither. Rather, 
I believe the American people, as they look anew at what kind of 
future they now are creating for themselves and future generations, 
will begin to move toward the goal of human relationships that is 
based upon the idea of "balance". 

Growth is seen by many as the opposite of stability. Yet 
both are desired. Novelty is prized, but man is overwhelmed 
by too much change. Technology is both feared and indispensable. 

Liberty versus tranquility, defense versus welfare, present 
versus future, use versus preservation, are dichotomous or 
contradictory terms reflecting the on-going contest stimulated 
by the demands of growth in America's history upon the achievement 
of national goals and the preservation of national ideals. 

Our challenge then is to reach out for the "balance" in 
human relationships that many of us believe attainable: 

between growth and stability; 

between individual free-choice and the common good; 

between economic needs and environmental protection; 

between rich and poor, rural and urban, young and old; 

and between international, national and local goals. 
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Deciding how the balance is to be achieved, will challenge all 
Americans and their institutions. It will require new processes, 
new modes of thought and perhaps even new institutions. Our 
challenge and your challenge is to face up to these facts and get 
to work assuring that the right balance is established and 
maintained. 

I have always been an optimist. No American who has his eyes 
open and sees the great treasure of our people, our political and 
economic system, and our resources can be otherwise. I am confident 
that we will make the right decisions and that we can all look to 
a bright future for ourselves, our children and our grandchildren. 

# If # # 
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THE AMERICAN ECONOMIC SYSTEM IS NOT WORKING ELL. 

TODAY E ARE JUST EMERGI G FROM THE WORST RECESSION SINCE THE 

GREAT DEPRESSION -- A UNIQUE RECESS! N IN WHICH INFLATION SOARED TO 

RECORD POST-WAR LEVELS. 

IN 1975 WE EXPERIENCED AN UNEMPLOYMENT CRISIS WITH AN AVERAGE 

"OFFICIAL" RATE OF 8.5 PERCENT. T THE SAME TIME1 ~E SAW PRICES 

INCREASE AT DOUBLE DIGIT RATES. 

DR. ARTHUR URNS HAS MADE THE SAME POINT. LAST DECEMBER HE 

~ 
SAID1 "IF AN EMPLOYMENT RATE OF EIGHT OR NINE PERCENT IS INSUFFICIENT 

/4 

TO BRING INFLATION TO A HALT1 THEN OUR ECONOMIC SYSTEM I~NO_. LONGER -· . - -- -·. - - ------. 
IORKING AS WE ONCE SUPPOSED." 
---------·-··-

I COMPLETELY AGREE. 
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!T IS TIME FOR A DETAILED RE-EXAMINATION OF OUR ECONOMIC 

ASSUMPTIONS AND IT IS VITALLY IMPORTANT THAT OUR NATION's BUSINESS 
... ====== ·--=~·~-

LEADERS FUL~Y PARTICIPATE,~N THIS "RE-EVALUATION, WE ALL MUST PUT 

ASIDE OUR IDEOLOGICAL BIASES AND APPROACH THIS TASK IN A PRAGMATIC . , 
e;!IJ~~ 

WAY, l!HE FUTURE OF OUR DEMOCRATI5t ~CONOMY RESTS ON OUR WILLINGNESS 

TO EMBARK UPON THIS SOMETIMES UNSETTLING BUT ESSENTIAL MISSIO • 
=""' -

~THIS MORNING I WOULD LIKE TO RAISE SEVERAL ISSUES THAT SHOULD 

BE CONSIDERED DURING THIS PROCESS. 

~NY OF TH~I WILL MENTION ARE CONTROVERSIAL, 

CASE DO I BELIEVE WE HAVE THE "FINAL" SOLUTION, ~UTI I 

THEY ARE OF tjjlt IMPORTANCE TO YOU AND ALL AMERICANS, 

THE BENEFIT OF YOUR ADVICE AND COUNSEL ON THEM. 

IN NO 

AM CONVINCED 

(V)a.~;. 
AND J It' NEED J, 
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~ lAsT FALL, IN A MAJOR SPEECH IN ATLANTA, DR , BURNS SUGGESTED, 

AS I HAVE ON MANY OCCASIONSJ THAT THE GOVER NMENT SHOULD BE AN 

EMPLOYER OF LAST RES RT IN TIMES OF SEVERE RECESSION AND HIGH 

UNEMPLOYMENT.~URELY WE HAVE OUR DIFFERENCES ON THE WAY TO DO 

DO THI 1 BUT IN PRI NCIPLE WE ARE TOGETHER. 

I BELIEVE YOU SHOULD CAREFULLY CO NS IDER THIS PROPOSITION, I 

URGE YOU TO STUDY MY PROPOSAL TO PROVIDE A DECENT JOB FOR EVERY 

MERICAN A LE AND WILLING TO ORKJ THE FULL EMPLOYMENT AND BALANCED 

GROWTH AcT OF 1976, 

~IT COSTS THE TREASURY ABOU~$16 BILLION IN LOST TAX REVENUES 

AND INCREASED SPENDING 0 UNEMP LOYME T COMPE NSATION) FOOD STAMPS 

AND WE LFARE 1 FOR EACH ONE PERCENT OF UNEMP LOYME NT, 
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~E PRESENT APPROACH OF PROVIDI NG FEDERAL CHECKS RATHER THAN JOBS 

IS TOO WASTEFUL AND INCO NS ISTE NT WITH BAS IC AMER ICAN VALUES TO -
BE,-CONTI ~ED~0UR ECONOMIC AND MANPO ER POLICIES MUST BE RESTRUCTURED 

TO EMPHASIZE WORK AND PRODUCTIVITY} RATHER THAN WE LFARE AND WASTE, -
~CONTRARY TO THE IMPRESSIO N SOME PEOPLE WOU LD LI KE TO CR EATE1 THE 

HUMPH REY-HAWKJ PRIMAR ILY TH ROUGH THE 

PRIVATE SECTOR. 

THE PRINCIPLE THR UST OF THE BILL IS TO ENCOURAGE THE CREATIO N 

OF JOB OPPORTUNITIES I N THR IVI NG1 EXPANDING PRIVATE BUSINESSES 
.. &1 ,_ 

THROUGH TAX 1 CREDIT AND BUDGET POLICI ES WH ICH WILL STIMULATE PRIVATE 
=pr- -

E~TERPRISE IN A BALANCED AND SUSTAINA~E _WAY~ANY OF THE AUXILIARY 

~ni~WN' 
PROGRAMS THAT ARE CALLED FOR IN THE BILL ARE SPECIFICALLY DESIGNED 

e ":? 

TO PRODUCE PRIVATE JOBS~ ADD ITIO NAL ACTIVITIES UNDER THE BILL WILL 

r SUPPLEMENT AND NOT SUPPLANT THE PRIVATE SECTOR, 
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E NEED TO HAVE ALL OUR PEOPLE WORKING. IT IS GOOD FOR THEM 

AND FOR YOU, THE WORK ETHIC ILL DIE ONLY IF WE LET IT. L AM SURE 

OUR BI LL HAS IMPER FECTIONS . AM SURE IT WILL BE IMPROVED IN 

COMMITTEE. B ur~ I DO BELIEVE IT MOVES IN THE RIGHT DIRECTION. 

ANOTHER SUBJECT THAT DESERVES YOUR ATTENTION IS THE 

HUMPHREY-JAVITS BALA NCED GRo TH AND ECONOMIC PLANNING Acr, l ASK 

YOU TO STUDY THIS PROPOSAL IN DETAIL1 AND TO GIVE ME THE BENEF IT 

OF YOUR VIEWS. 

~THIS LEGISLATION WOU LD ESTABLISH A NEW PROCEDURE FOR 

ANTICIPATING ECONOMIC PRO LEMS BEFORE THEY BECO~:_:~Es<( IT ALSO 

WOU LD HELP US TO SEE THE IMPACT OF GOVER NMENT POLICY IN ONE AREA 

ON DEVELOPMENTS IN OTHER AREAS -- THE IMPACT OF GRAIN SALES ON 

OUR RAIL SY TEM~ FOR EXAMPLE. 
- ----
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~ UCH A PROCESS WOULD PROVIDE A GREAT DEAL OF NEW INFORMATION 

HICH W ULD BE USED BY THE PRIVATE SECTOR IN ITS PLANNING AND BY 
~ ""-r 

GO~T IN ITS POLICY MAKING~lT WOULD REQUIRE THAT CONGRESS AND 

THE PRESIDENT, WITH BUSINESS, LABOR AND STATE AND LOCAL GOVERNMENT 

FULLY PARTICIPATING, DEBATE AND ESTABLISH ECONOMIC GOALS AND -
PRIORITIES FOR MERICA. 

L__:HE FORCASTING AND ~ SETTING PROCESS WOULD STRENGTHEN OUR 

PRIVATE SECTOR INSTITUTIONS AND OUR FREE MARKET SYSTEM.L AND IT 

WO ULD REDUCE THE INCONSISTENT AND UNPREDICTABLE INTERFERENCE OF 

GOVERNMENT IN THE PRIVATE SECTOR. 

THIS NEW PROCESS COULD BE THE BASIS FOR A MORE CONSTRUCTIVE 

PARTNERSHIP BETWEEN THE PUBLIC AND PRIVATE SECTORS IN THE YEARS 

AHEAD. SUCH A PARTNERSHIP WOULD DO A BETTER JOB OF MEETING THE 

NEEDS OF OUR SOCIETY. 
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~NOTHER ISSUE OF GREAT CONCERN TO ME IS THE PR~LEM OF CAPITAL 

- =-

FORMATION --MEETI NG OUR GRO NING INVE TMENT R EQU I REMENTS ~ .s 
:­- ~ 

CHAIRMAN OF THE JOINT ECO NOM IC CoMMITTEEJ I HAVE BECOME INCREAS I NG LY 

CONCERNED OVER THIS PROBLEM , THE CoMMITTEE IS CO NTI NU I NG ITS 

ANALYSIS OF THIS ISS UE , 

IT IS CLEAR THAT BUS I NESS INVESTMENT WILL HAVE TO BE HIGH ER 

OVER THE NEXT SEVERAL YEARS/ IF WE ARE TO MEET THE NEEDS OF AN 

EXPANDING LABOR FORCE~0NE RECENT STUDY FOR THE COUNCIL OF ECO NOM IC 

, DVISORS PROJECTS A NE ED FOR ABOUT $40 BILLION IN ADDITIONAL 

I VESTMENT ABOVE RECENT LEVELS -- IN EACH OF THE NEXT FOUR YEARS , 
-~---

~I N 1976, REAL INVESTMENT IS PROJECTED TO BE ROUGHLY 4 PERCENT 

BELOW THE 1975 LEVEL AND 16 PERCENT BELOW THE LEVEL OF 1973 , 
- - --"""-"-"---=-----= 
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FRANKLY 1 THIS JUST ON 1 T DO. STRONG AND SUSTAI NED ECONOMIC 

RECOVERY IS ESSENTIAL IN GE NERATI NG THE LEVEL OF INVESTMENT THAT 

WE NEED . 

~THE AVERAGE COST OF BUSI NESS INVESTMENT GOODS HAS RISEN 

78 PERCENT IN THE LAST TE~, Y~Al:_Sj WE LL ABOVE THE RATE OF CONSUMER 

PRICE INCREASES, ~T THE SAME TIME, A NEAR DO,UBLI NG I .. I N!!~ES~-

RATES ON CORPORATE BORROWI NG HAS ADDED GREATLY TO THE COST OF 
.........--=: 

CAPITAL EXPANSION. --
~CoNGRESS MUST GIVE SERIOUS AND IMMED IATE ATTENTION TO 

EFFECTIVELY DESIGNED MEASURES 1 INCLUDI NG TAX CODE CHANGES~ TO 
_....,.,......._-~-..------

STIMULATE INVESTME NT.( OBVIOUSLY~ POLICIES TO REDUCE ~ ~~.L~~,o~ 

AND INTEREST RATES ARE A MUST IF WE ARE TO MEET OUR INVESTME NT -
NEEDS • .._____.-..-----
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~T AL 0 IS IMPORTANT THAT WE CO NSIDER NEW WA~TO BRQA~EH THE 

OWNERSHIP OF CAPITAL IN AMERICA,~ ToDAY, THE VAST MAJORITY OF OUR 

PEOPLE FEEL THEY ARE OUTSIDE THE "sYSTE~ LOOKI NG IN j ROUGHLY --- - (._: 
TWO -THIRDS OF THE VALUE OF OUTSTANDING STOCK 1 FOR EXAMPLE 1 IS .... ...., 

OWNED BY A OUT 5 PERCE NT OF THE ADULT POPULATION, 

. ~ ORE EFFORT IS NEEDED TO BROADEN 0 NERSH IP OF OUR GREAT 

PRODUCTIVE ENTERPRISE. 

' ~EC ENTL Y, UNDER MY CHAIRMA NSH IP, THE JoINT ECONOMIC COMMITTEE 

HELD HEARINGS ON~HIS QUESTION, ~E SOON WILL ISSUE A MAJOR STUDY 

ON ALTERNATIVE APPROACHES TO BROADENING THE OWNERSH IP OF WEALTH 

IN AMER ICA. 

·~ 

~~ CALL ON ALL OF YOU II TO 

-

USE YOUR KNOWLEDGE AND EXPERIENCE 
c... _,. --

I FI N NCE TO PROMOTE BROADENED 0 NERSHIP IN OUR NATION. 
\.. t.. < 
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IT IS URGENT THAT THIS BE DONE. , E ALSO NEED YOUR HELP IN 

DEVISING BETTER WAYS OF ASSURING ACCESS TO CREDIT AT REASONABLE 

RATES FOR SMALL AND PROMISING NEW BUS I NESSES . 

~IN CONCLUSION] I ~OULD LIKE TO COMM ENT BREIFLY ON THE NEED 

FOR ALL OF US TO SERIOUSLY CO NSIDER THE FUTURE WE FACE IN AMER ICA 
~ 

AND THE TOUGH DECISIONS WE MUST MAKE. 
-----""'---'=-"-~--~-'--"'--~· ~-- ~ -
~LET ME REMIND YOU THAT BY THE ~AR 2~00, IT LOOKS AS IF WE WILL 

ADD ANOTHER 5~ M:LLION PEOPLE :o OU~ NATION's ~~PULAT:o~ 85 PERCE NT 

OF WHOM LIKELY ~I ILL BE LIVI NG IN CITI ES WITH POPULATIONS OF ....... 

50..,000 OR MORE. 

~ Y THE YEAR 2000 1 UPWARDS OF THREE BILLIO N PEOPLE ARE LIKELY 

TO BE ADDED TO THE WOR LD'S CURRE NT FOUR BILLION POPULATION, -
~ CCORDING TO THE ORLD BANK THIS WOULD CREATE OV~ 200_ CIT!:_S 

EXCEEDING ONE MILLION EACH., AND SEVERAL OVER 20 MILLION EACH. 
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~ AND ~DDEN BEHIND THESE NUMBERS IS THE FACT THAT MOST OF 

THIS GROWTH AND POPULATION CONCENTRATION IS LIKELY TO OCCUR IN 

THE DEVELOPING NATIONS MANY OF WHOM ALREADY ARE FALLING BEHIND 

IN MEETING EVEN THE MOST BASIC OF HUMAN NEEDSJ SUCH AS FOOD AND 

=--
SHELTERJ FOR THEIR PRESE NT POPULATIONS, --

CREATION OF A DESIRA LE OR SUITABLE HUMAN ENVIRO NMENT , 

WITHIN OUR NATION REQUIRES THAT PEOPLE BE PROVIDED WITH THE 

OPPORTUNITY TO DEVELOP LIFE-STYLES AND SURROUNDINGS OF THEIR 0 N -- ~ 

CHOICEJ CONSISTENT WITH ENVIRONMENTAL INTEGRITY AND THE ECONOMIC .. - . . ""'' 

MANAGEMENT OF NATURAL RESOURCES. 

~THE I NTENSIFYI NG ~EBAT_E BETWEEN THE ADVOCATES OF "NO GROWTH " 

VERSUS " GRO ~TH AT ANY PRICE" WITHI N OUR COUNTRY IS AN ATTEMPT TO 

FORCE MERICANS TODAY TO MAKE A SI MPLE CHOICE OF ACCEPT! G ONE OR 

THE OTHER, 
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~HOWEVER , I BE LI EVE THEY WILL ACCEPT NEITHER~THER, I BELI EVE 

THE AMER ICAN PEOPLE 1 AS THEY LOOK ANE AT WHAT KI ND OF FUTU RE THEY 
-~~ I 

NOW ARE CREATI NG FOR TH~~~ AND FUTURE GENERATIONS} WILL BE GI N 

TO MOVE TO ARD THE GOAL OF HUMAN RELATIO NSHIPS THAT IS BASED UPO N 

THE IDEA OF 'BALANCE" , 

-
~ GR~ IS SEEN BY MANY AS THE OPPOSITE OF STA ILITY.~T 

BOTH ARE DESI REDL!..OVELTY IS PRIZED, BUT MAN IS OVERWHE LM ED 

BY TOO MUCH CHANGE~ECHNOLOGY IS BOTH FEARED AND I ND ISPE NSAB LE, 

~IBERTY VERSUS TRANQU ILITY/ DEFENSE VERSUS WE LFARE; P~~T 

VERSUS FUTURE 1 USE VERSUS PR ESERVATIONj ARE DICHOTOMOUS OR 

CONTRADICTORY TERMS REFLECTING THE ON-GOI NG CONTEST STIMULATED BY 

THE DEMANDS OF GROWTH IN AMER ICA's HISTORY UPO N THE ACHIEVEMENT OF 

NATIONAL GOALS AND THE PRESERVATIO N OF ATIONAL IDEALS, 
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OUR CHALLENGE THE N IS TO REACH OUT FOR THE 11BALA NCE 11 IN 

HUMAN RELATIONSHIPS THAT MANY OF US BELIEVE ATTAINABLE: _____ ._..._ 

BETWEEN GROWTH AND STABILITYj 
) 

BETWEEN INDIVIDUAL FREE-CHOICE AND THE COMMON GOOD; 

'---·-------~------~ 

BETWEEN ECONOMIC NEEDS AND ENVIRONMENTAL PROTECTIO Nj 

-- BETWEEN RICH AND POORJ RURAL AND URBAN J YOUNG AND OLD; 
----------·~ .., b"'"W' "'"""', "'*' 

0 

--AND BETWEEN INTERNATIO NALJ NATIONAL AND LOCAL GOALS • . ,.... ~~ 

~ECIDING HOW THE BALANCE IS TO BE~~ED,/WILL CHALLENGE ALL 

AMER ICANS AND THE I R I NSTI2:~: ~-ONS , ~ WILL REQUIRE NEW PROCESSES, 

N~ODES OF ~HOUGHT AND PERHAPS .EVE~ .~~.!-~.:~I,T~~Ns( OUR 

CHALLE NGE AND YOUR CHALLE NGE IS TO FACE UP TO THES E FACTS AND GET 

TO WORK ASSURING THAT TH E RIGHT BALANCE IS ESTABLISHED AND ---- --------------~-=~==-

MAINTAINED. 
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L I HAVE All'IAYS BEEN MERICAN HO HAS HIS EYES 

OPEN AND SEES THE GREAT TREASURE OF OUR PEOPL~ O~TICAL AND 

ECONOMIC SYSTEM, AND OUR RESOURCES CAN BE OTHERW ISE 1!_ AM CON Fl DENT 

THAT WE WILL MAKE THE RIGHT DECISIONS AND THAT WE CAN ALL LOOK TO 
-·------------~----·-----------=-------------

A BR IGHT FUTURE FOR OURSE LVES~ OUR CHILD REN AND OUR GRANDCHILDRE N. 

# # # # 
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TO: 

0 Y ~ E LLED BY- 0 YOU WERE VISITE eY-

.~~tA-t~~ 
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0 PLEASE CALL_. ~g~e:r~·----------
0 WILL CALL AGAIN 

0 RETURNED YOUR CALL 

MESSAGE 

RECEIVED BY 

STANDARD FORM 63 
REVISED AUGUST 1967 
GSA FPMR (41 CFR) 101-11.6 

0 IS WAITING TO SEE YOU 

0 WISHES AN APPOINTMENT 

I DATE I TIME 

"63-108 
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FRASER/RUDER & FINN 
WASHINGTON COJ...!MUNICATIONS COUNSELORS 

June 23, 1976 

Honorable Hubert H. Humphrey 
United States Senator 
232 Russell Senate Building 
Washington, D. C. 20510 

Dear Senator Humphrey: 

Attached you will find a copy of your remarks at 
the Loeb Rhoades conference on May 5. 

We are now in the process of having all the conference 
speeches typed for book· printing. We plan to go to 
press within the next ten days. 

If you would like to make . any changes in the attached 
please notify me or my Administrative Assistant, 
Pauline Burns, within the next five days. 

Again, many thanks for making the conference such a 
success. 

EF:pb 

~ \?/ 197f 

~~· ) 
~~ 

Sincerely, 

~c/,-~3-11~ 
Edie Fraser 
President 

1701 K STREET, N.W ., SUITE906 WASHINCTON1 D.C. 20006 (202) 296-0343 
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SHOULD THE U. S. ECONOMY BE CENTRALLY PLANNED? That question, 

once almost unthinkable, now engages the attention of some of 

the nation's most serious economic thinkers. In the paper be­

ginning on the opposite page, Senator Hubert H. Humphrey of 

Minnesota, himself co-author of legislation that would initiate 

national planning, ·explores the planned-economy issue and oth­

ers confronting America as it begins its third century 
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Tomorrow's Economy: Reality and Probability 

by Senator Hubert H. Humphrey 

Whatever we wish to do in this country-- whatever our hopes may be-- the fulfill­

ment of. those hopes will require an expanding and dynamic economy, and the support of 

all Americans. 

If we don't understand that, then we are playing a losing game. We cannot do the 

things that need to be done by limping along or by having some segments of the economy 

Above all, we must bring about 

changes that will development. 

We also need to understand that we do not live in a world by ourselves. We a r e 

involved internationally. Whatever we do here is conditioned by what happens elst ·Nhere. 

And whatever we do has a direct effect upon other economies. The truth of that has been 

affirmed by our European friends, from Helmut Schmidt, Chancellor of West Germany, to 

the Prime Minister of Great Britain and the President of France. Each has told us that 

the prospects for their own recovery rest in large measure upon the rapid and full re­

. covery of the U. S. economy. 

In this year of our 200th anniversary, we must recognize the concept of inter na­

tional interdependence. 

Too little thinking has gone on in our government at the Executive and the Congres­

sional 1evels about things yet to be. We seem caught up either in current events or in 

nostalgia for the past. The Bicentennial Year should be a time not merely to recite 

the glories of yesterday, but to awaken people to the difficulties and the opportuni­

ties .of tomorrow. 

Many Americans have been exceptionally critical of those of us who serve in gov­

ernment. Well, I have an answer for them: If you don't like what we are doing, you 

have two choices. Either give those of us in Washington your considered advice, and 

hopefully we .will listen : or better yet~ run for office and ·see what you can do to 

straighten things out. 

We live and legislate amid competing voices, galaxies of influences, numerous pres­

sures. ~~s one of the probl~ms of public service. But one thing is clear. The Amer­

ican economic system is not working as well as it should. I say that despite the 

equally obvious fact that there is a basic vitality in this country. We are rich in re­

sources. We have a vast market, from the Atlantic to the Pacific. We have a common 

currency ~ and while we are a diversity of peoples, we have a common culture. ~ RiYe 

~oped a systeRl of tre11sportatt;Gn. We have skilled management~ not only at the top -levels but at middle levels~ and a skilled labor force 
o-\COJ~· 

prevails. There are exceptions,~. Some in managemen a~ not worth very much and 
. ulto 

there are some workers~ don't do their jobs. But compared to other industrialized 

in which the work ethic still 

nations, we are ...!!a much more fortunate than anyone else. 



Germany, Japan, the Common Market-- all 

compare their energy reserves to ours. They compare their timber and forest resources 

to ours. They compare their water supplies and living space to ours. 

And yet, ironically, we have put a premium upon mediocrity.~t the time is com­

ing when we will need to put a premium on excellence-- on performance. 

Performance does not mean denying yourself the idealistic hope of promise. Nor 

is it promising too much that is the trouble. lt_- is performing too little. This is 

still a young nation, buoyant and possessed of a vitality that should not be unde r ­

estimated. Gear _your thinking to that. Gear your plans to it. Our national ene rgy 

requirements alone, for the foreseeable future, will make anything that we have seen in 

the past look l.ike we were barely lighting a candle. 

And yet, the minute we start talking about billions of dollars for this or t ~at, 

many say, 11 You are going to bankrupt the country.•• That is a lot of nonsense. We are 

talking about a country that has a one trillion 500 billion dollar Gross National Prod­

uct. We need to educate John Q. Citizen to th&s:J' Ffgre::ss betmeM $1 tri 11 ion 500 bi I­

lion in GNP when he has been long accustomed to a $300 billion economy. 

Many people are terrified by such figures because American business and fina n~/j,~ 

not telling them the truth. Business tells them the truth about its own needs bu~~~· 

not tell ,them the ti;:uth abqut ,!~~~elation~hip of government to those needs . 
. S 12.-e- of-a u-r-\C.~ -b~ 1 f'l • 

The perceiit&gt of oa1 capeerty- to our GNP today rs only about one po int 
It \s 

more than it was 20 years ago./\ e ~deral budget is $400 billion~ut as a percentage 

of GN~ it is about ~~ was in 1952. Yet, the minute that somebody hears that a 

=fM&ject of governme n1J1 is going -to cost $5 billion, they have their mind set back in the 

1930's and .40's and they say, 11My goodness, that shouldn'~t $40 million. 11r Nobody 
_ 0\ __e_o IJ vse _) 

takes the time to compare what our incomes are today to what they were then. 1\ihey were 

much less. , J'...J. _ _ _ _II •-
Peo.{> le ivu.A.S+\,)v'\~~11\.~r-e.~oscope 0~ ~~~M~-S. rou::::. 
!\It isn't a question of whether or not government ils going to interfate with busi­

g#tlfY'?Jm<en 
ness. The question is when and how. Because ill!/l..!2. going to be there. Leaders of in-

dustry and finance need to help educate people, to inform themselves and their associ­

ates as to what ~6{\ ~~~(~~-~~~ i·~~ aPe today and what ..Jt. ought to be in the future. 

We recently passed through a terribly difficult recession. How much worse would 

it have been without Social Security? Without Unemployment Compensation? Without Food 

Stamps? Without State, Federal and Local Government spending? I hate to think what 

would have happened in some of the large metropolitan areas of America without those 

programs. That does not mean the programs were perfect ~ but the organizations run by 

business managers aren't perfect either. 

Ask yourself what it would have been like in Americ~with the number of elderly 

we have in this country, with no Social Security? What it would have been like in Amer­

ica) with the number of unemployed we have, with no Unemployment Compensation? Ask 
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yourself, with all the diversity that there is in this country today, whether or not 

there would have been a terrible upheaval in our urban centers~p recession hit. 

I am suggesting that we look at our ~emocratic, capitalistic economy and remember that 

it rests on our willingness to embark upon sometimes unsettling but essential discus-

sion. · 

In no case do I bel iev~! have a final soluti.on : I am a legislator. Legis l ation 

is a series of beginnings in which many people mustJ~ their hanqs, and then come up 

with some conclusions. We need calm, reasoned discussionj and we in government n:ed ad­

vice from tjlose outside. Avtdwe...Vlce d ~ti'\Ol.A) ~&e.~e,.,ss~d.fe~COAA,..(NI~C(eaf: 
'ff>r t~le..) .) t/wlV9ffifi\-

Last fall~ in a speech in Atlanta, Dr. Arthur Burn7~of the Federal Reserve Board~ 

suggested that the government should be an employer of last resort in times of severe 

recession and high unemployment. 

I believe we should carefully consider his proposition. I also urge America ns to 

study my proposal to provide a decent job for every American able and willing to work 

-- ' the Full Employment and Balanced Growth Act of 1976. Many newspaper editorial s 

about it simply show that the writers don't know what they are talking about. · The bill 

has been reported to the House of Representatives ~ but if it passes, it will probably 

be;ie~~~~~~~ 6r\ i; we.-slACM-td 
~onsider some realities: Each one percent of unemployment costs the Treasury 

over~ $16 billion in lost tax revenues and increased spending on unemployment compensa­

tion, food stamps and welfare. The present approach of providing Federal checks, rather 

than jobs, is too wasteful and inconsistent with basic American values to be continued. 

Our economic and manpower policies must be restructured to emphasize work and produc­

tivity, rather than welfare and waste. 

The welfare issue needs to be addressed)\ not from an assumption that people on 

welfare are a bunch of 

fare program we need. Is the answer a !legative 

we have today, with dozens and dozens of little programs requiring incredible amounts 

of administrative spending? 

Contrary to an impression some people would like to create, the Humphrey-Hawkins 

Full Employment Bill would work primarily through the private sector. It is not a -
public-service jobs bill. The primary thrust is to encourage the creation of job 

opportunities in thriving, expanding private businesses through tax, credit and budget 

policies which will stimulate private enterprise in a balanced, sustainable way. 

Many of the auxiliary programs called for in the bill are specifically designed 

to produce private jobs. Additional activities under the bill will supplement and not 

supplant the private sector. ~d~;::J .:.S wt.._~ we..ck.s-~~4 ~J-
r1 t/ ~ () () t{!V 

We need to have all of our people working. tis good for t"e::: ami fa: a¥ citi­
couvsc.J 

zens. The work ethic will die only if we let it. l\1 am sure our bill has imperfections~ 

OM,d l am sure it will be improved in £ommittee .,i6u t it moves in the right direction. 

r 
·,'5 ..... 
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Another subject that deserves attention is the Humphrey-Javits Balanced Growth 

and Economic Planning Act. This legislation would establish a new procedure for antici­

pating economic problems before they become crises. It would also help us to see the 

impact of government policy in one area .on developments in others-- the impact of grain 

sales on our rail system, for example. 

A process of this sort would provide a great deal of new information which could 

be used by the private sector in its planning, and by government in its policy-making. 

It would require that Congress and the Presiden~with business, labor and state and -local government . fully participating~ debate and establish economic goals and pri ~ rities 

for America. 

The forecasting and goa l-setting would strengthen our private-sector institutions 

and our free market system. It would reduce the inconsistent, unpredictable inter fer­

ence of government in private busines~it ~be the basis for a more construc tive 

partnership between the public and private sectors in the years ahead. 

Another issue of great concern is the problem of capital formation -- meetinq our 

growing investment requirements. As Chairman of the Joint Economic Committee, I r ave 

become increasingly concerned over this issue. It is clear that business investment 

will have to be higher over the next several years, if we are to meet the needs oc an 

expanding labor force. A recent stud~he Council of Economic Advisors projects 

a need for about $40 billion in additional investment-- above recent levels-- in each 

of the ·next four years. 

In 1976, real investment is projected to be roughly four percent below the 1975 

level and 16 percent below the level of 1973. 

and sustain~d economic recovery is essential 

do. A strong 

the level of investment that 

we need. The average cost of business investment goods has risen 78 percent in the 

past ten years. That's well above the rate of consumer price increases. At the same 

time) a near doubling in interest rates on corporate borrowings has added greatly to the 

cost of capital expansion. 

'congress must give serious and immediate attention to effectively- designed mea-

sures -- including tax-code changes to stfmulate investment. Obviously, policies 

to reduce inflation and interest rates are also a must. 

It is equally important that we consider new ways to broaden the ownership of cap­

ital. The vast majority of our people feel that they are outside the system looking 

in. Roughly two-thirds of the value of outstanding stock, for example, is owned by 

about five percent of the adult population. I call on all in the financial sector of 

business to use their knowledge to promote broadened ownership. It is urgent that this 

be done. We also need help in ggir- devising better ways of assuring access to credit 

at reasonable rates for small and promising new businesses. 

We should remind ourselves that, by the year 2000, we will probably add another 

50 million people to our nation's population. Eighty-five percent of these people will 

· .. "5 
~~ · .. 
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live in cities with populations of 50,000 or more. By the year 2000, upwards of three 

billion people are likely to be added to the world's present four billion population. 

According to the World Bank, this would create more than 200 cities exceeding one mil­

lion each, and several over 20 million each. 

Aod, hidden behind these numbers, is the fact that most of this growth and concen--tration is likely to occur in developing nationsr many of whom already are falling short 

of meeting even the most basic human needs. People everywhere must be provided wi th the 

opportunity to develop life~styles and surroundings of their own choice, consistent with 

environmental integrity and the economic management of natural resources.~~ 

The intensifying debate between the advocates of no growt~}.~~owth at any 

price is an attempt to force Americans to make a simplistic c~oice ~ accepting one or 
. ':11t~ c~~ 

the other. I believe they wi 11 accept neither. I bel ieve/1 as look anew at 1rhat 

kind of future they are now creating for themselves and for future generations, t hey 

will move toward a goal of human relationships based upon the idea of "balance; " b=­
tween growth and stabilityf_. iet::ewn individual free choice and the common good~ b ra tHeeR 

economic needs and environmental protection~ b&ttteeR rich and poor ~ rural and urb2n: 

young and old? and among international~ national and local goals. 

Deciding how . balance is to be achieved will test all Americans and their insti-

tutions. It will require new processes, new modes of thought and perhaps even ne\1 in-

st i tut ~~~Le;, 
1\ e must fino answers to youth unemployment. Shall we permit hundreds of thousands 

of young Americans to rot in waste and apathy and lethargy and unemployment, living off 

the street? Living in the shadow economy of crime? Living that way year after year? 

Or will we find a way to put them to work? 
· y hut!~ £Pen 

) ~ ()f'e~"'t/ 
Every study e 11 ")tdemonstrates a direct relationship between youth unemploy- ~ 

~en~ and~o~;l_crim~. I~ major so~roblem thatAis being largely ignored. Yet 

1t IS a~ 1n ou Yl structure that oo&aoA- ultimately destroy us. 

Another subject that deserves earnest attention is the question of economi ,g_~a~,cf 
~J~~(;:w\V\6-t"bi .... -

ning .' Particular bills are not important. 

Canute, trying to hold back the tide. 
Planning~coming. ~t ~i§ i~J~/~~~~~ 

The question /' is, what kind of planning~ It may 

not be the Humphrey-Javits bil. l (which was~an initial q,_.tt~pt to aroljse .pub]ic C9Q­
..Sht~ !flit(/ "r f~i1/ q xtf /Y"/~H/y ....f'IRI7/»J' 

troversy and pub 1 i c discuss i on)2 but there i? 90 i ng to b~ ~ aRn i ng and we need the coun-

w ~ ~"'r""'~ y~,HI-sel~~ ... ~~ess~~~~;e .. kind A it should be, 

vv~ Hill agrees that we do not want economic planning under which government tells 

us what to d~very stage of our lives. 

But ~s it possible to do a better job of economic forecasting? Is it possible 

for us to state goals for employment? For production? For income? And, once having 

achieved that, to design private and public policies that will 1t~~~A~s to those goals? l 
~ t-t:.-"t on'- t..r-e.. OIA ~ ~~ e. c:_ Is it possible to have a uniform, acceptable data base? If we ha to Increase our 
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agricultural exports 25 percent over whet "'e clicl last year, is there anyone who thinks 

that our transportation system could handle it? 

Rejeet pl iiRN i ng l 

We depend upon agricultural exports. In the Foreign Agricultural Subcommittee, we 

are looking ahead ten years to what the increase in volume of farm exports will b~ut 

no one has factored in any increase in railroads or boxcars. How are we going to move 

the increased volume of commodities? 

tle ea!ket~ What about ports? What about ships? If we 

increase our ag~icultural exports by 25 percent within the next five to seven yea rs, 

where are we going to get the fertilizer? What is the relationship of these things to 

one another? That is a job for planning&'~ J/~.tli/ /;VrR') ~~9" <{7..?~£4~ 

Grain Deal'' The Russians got the best deal of their l ives. 

The only time we got a better deal was when we bought Alaska from them. But when we 

sold Russia all that wheat, we forgot that it was going to increase the consumer's bill 

in our supermarkets by $57 billion in one year. It triggered inflation. We need a bet­

ter way of forecasting, of looking
1

aheasL -w,;; need plenniflg .• 
· t-S i/s ;:-'7>th' ·n ;J.tt#/ ~d>r##,._ .1 

Another problemA / the concern over capital formation .. I am a so-called libe ral in 

politics-- whatever that means these days.~~t I know one thing. You can't r u n~bu?i­
ness without money. 

I , grew up in a business family. We did not live off somebody else's money. We 

had to live off ours. I learned early in life about inventories, accounts receivable, 

accounts payable, cash flow and credit and discountsJ4nd I still run that little family 

business just to keep my feet on the ground. It is~ee management, but I go out 

there andQtake a look at it. And I know this~~~ if we are going to redesign Main 

S )V.. . 11 treetA put 1n a ma ' us to modernize. 

Capital formation is terribly important, but many in Congress do not understand 

the meaning. of investment requirements. We need help from the business community to 

get the facts across. The finance and business community ought to take a creative look 

at our whole monetary policy instead of getting locked in rigid dedication to the status 

quo. 

Take a look at how the Federal Reserve System works . Maybe it works as you think 

it should. But maybe it needs change. I happen to think it needs a change in personnel. 

I never could understand why the Federal Reserve System doesn't have a cross sec­

tion of the American economy on its ~ard. A~erican agricul~~eA uses more credit than 
J..JJSI71t?..a- r~rtl.rR-¥771/;-c . 

anybody, and yet there isn't a single agri ~lt~ralistA on the Federal Reserve Board. 

Agriculture is big business. But Spike Evans, in the 1930's, was the last person to 

represent agriculture on the Federal Reserve Board. 

Why not an industrialist on the Federal Reserve Board? They are the people who 

- -~. ---,_...,--- ... --
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need to borrow money. Instead, we have bankers. And ~rofessors. e:{-c of.f(Se J 

~ am not 

opposed to that. I have to go back to teaching every time I lose my job in Washington.) 

I am an optimist and history is on my side as far as America is concerned. No 

American who has his eyes open and sees the great treasure of our people, our pol i tical 

and economic systems, our fabulous resources, can be 

confident that z1: a · · f we have the wi 11 ,~~the a; I / 1 

er future.## 

. ',"l ... . 
'· 

anything else but optimistic . I am 

right decisions and look to a bright-

"'· 
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QUESTION: You discussed the work ethic. How can the Federal Government help 

to strengthen that ethic? 

SENATOR HUMPHREY: The Federal Government is only a part of it. First of all~ 

much of it can happen in education. 

The vocational and technical education schools are doing much to help. When I was 

young, if you went to a vocational school you were one of the poor kids and they shoved 

you off. You were not supposed to learn about Shakespeare or anything like that. Most 

people learned how to do something on the farm or in their father's grocery store . I 

was an apprentice pharmacist at age 1?. I could have passed the pharmacy boards before 
. rzwt-

I ever went to pharmacy college because I grew up w~th my father. He taught me if~oung 

people today don't have that chance. Part of the problem today is that the work ethic 

is for mother and father. We have got to involve young people in work habits. 

We are beginning to do it, to diversify education so t~~~~s~t 9ut during 
n ::/$;?;:; /!~Ydlefl't?{/# n 

the time that they are in school, learning by visual observatio~ what happens in t he 

real world. I also think that training programs are vital. 

The CETA program (the Comprehensive EducatioY!Jil'{ and Training Act) helpsJ too. We 

must be willing to put people on local task~not at a wage level that is competi ';ive 

with what the private economy pays, but at a wage level that is better than welfare . 

Another thing: We are 15 years behind in reforestation. You don't ~ to have 

a Ph.D. to learn how to plant a tree. There are forests that need t~be ·~~~~ 
,..~ LX!'C'i?~ 

streams that need to be cleaned up, environmenta~ ~~~~« toA~e ~;x, ~ojects 
in which hundreds of thousands of young people with training an~ assistance and super­

vision can be brought into the pattern of earning somethingf'JeeUng that it is theirs. 

It would not aU have to be done by government. I would contract it out so that 

whenQ.~ check
1
he would not be getting it from the government. · Let him get 

it from Weyerhauser or Horner Waldorf. There is no reason why the government has to do 

all this. The government can help in the financing: but in many instances I would pre­

fer to have the private company do the hiring and then use contracts as we did in the 

space program. . tf~AJe;wou/d ~/cd' ~u,;rc/ u.s. 
J!;wf-,{!l!;;rJ~ ,:~ua;;_t~fhi~:J:t we could d~ Take a look at Washington, D.C. 
~I read:where the ·secretary o . State went over to Africa and said we are going to roll 

back the Sahara Desert. Now the Sahara Desert has been creeping at the rate of about 

50 miles a year. If officials -travel 10,000 miles on Air Force One or Two, the~e 
things to be done. But I can take them six 11 ere: eight blocks from the White House 

(I will even get them a cab if they want it) and I ;fit show~laces up on U Street 

that make the Sahara Desert look like a pleasure palace! ~y can't we do something 

about t~ will tell you why we can't. Because if ~~international;' ~ -Mtel t!! 

~ i~somehow has great ramifications. I would like somebody to come up t? Capitol 

Hill and say, "Let's take a look at some of our cities and see what we are ring to do 
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about them." But you know, it Zacks drt:Iml. It is too controversial,, and peopl,e 

don't know enough about the Sahara Desert to be real,l,y against it . 

.. '.i 
-". I.:-·-----·---
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