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depend primarily on the rate at which economic efficiency increases. He says: "Efficiency
and productivity are undoubtedly promoted by some types of investment, but they can also
be promoted without any additional outlays or even with reduced outlays. We need think
only of the restrictive practices that abound in construction work, in railroading, in
agriculture, and in many of our manufacturing concerns,"

Prof. Burns continues: "I think that if we seriously want to accelerate economic
growth, we will need to remove many of these impediments to efficiency, whether they
arise from careless business management, or from the coercive power of trade unionms,
or from governmental legislation itself."

The removal of such practices along with the provisions of incentives which
thorough-going tax reform would create, are important ways to improve forward-moving
business decisions. Looking at the Washington scene today, business can scarcely be
blamed for considering -- despite the relative moderation of the Administration program
thus far -- that organized labor, theoretical economists, social reformers, and other
forces generally hostile to business are in the saddle.

Big government is on the march again, but in shrewd hands. President Kennedy is
an astute politician and he calculates his majorities with great skill. I believe he
knows when he goes too far. One important and responsible Republican leader told me in
Washington the other day that the President was already beginning to move toward the mid-
dle and the right. Perhaps he senses that the economic winds, despite recovery, have a
long~run unhealthy feel to them.

.Strength and growth we must hage.

We need economic growth in order to provide jobs for the vast throng of young
people who will begin knocking on the doors of the labor market in the latter years of
this decade and thereafter as far as we can now see.

We need economic growth in order to compete with totalitarian and cooperate with

free economies in the world, to help protect and preserve freedom, to maintain our status



as a great and responsible world power.

We need economic growth in order to help in financing~and implementing the develpp-
ment of the vast majority of the human race: the part of society where population growth
out-strips economic development and the revolution -- not of rising expectationsy'bﬂt-of
new starvation == threatems to praduce c¢haos,.

We need economic growth, by paradox if you please, in order to provide the kind of
society we would 1like: a society with incremenﬁ enoughvto create and support the schools,
the cities, the public and private institutions which will help to carry us through our
present growing pains of materialism into a genuine, spiritually fulfilled society.

There is nothing waste-making about our need for economic growth. Like so.much
else in the modern world, it is surely a matter of survival. And the question is not
merely that we need growth, but how we get it.

Despite Prof. Burns' confident note on full employment, I believe our gravest in-
ternal economic problem in the decade ahead will be that of jobs. We have not yet begun
to realize the consequences of population growth, or of technological change. So far,
the growth in our people has been largely composed of those who were consuming, rather
than producing. It has been among the children, too young to go to work, and among the
elderly, whose life expectancy has been lengthened.

But by 1965, the numbers of producers in relation to the.total population will be-
gin to grow. The children who mark the first wave of the birth tide -- the children born
in and after 1945 -- will be appearing in the labor market ready to go to work. As the
decade advances, we will need to create something like 25,000 brand new jobs every week
Jjust to take care of thkis flow of youthful workers. Another comparable number of new
joBs must be created to give employment to those put out of work by technological change.

There can be plenty of jobs fer this tide of workers. But they will not be created

at our present rate of economic growth. I am sure various careful studies are correct
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when they estimate that we will need a growth rate more than the present 3%% annually,
perhaps of 4% or 5%. |

How will we get such a growth rate? How will we create brand new jobs at the rate
of 25,000 a week and more? Partly by the expansion of industry -- for the provision of
goods and services. To create new jobs requires capital. And so the private sector of
our economy must be able to accumulate capital and must be encouraged to risk it. To
create one single new job in industry calls for the investmeqt of something like $15,000.
Thus we will need to accumulate capital at a very substantial rate if our economy is to
generate the necessary jobs. We will need new annual investment of more than $15 billion
to prevent unemployment. Likewise, of course, must come the increases in producfivity
and efficiency emphasized by Prof. Burns.

An increased flow of capital will be needed for several other reasons. Much of our
industrial plant is obsolete and must be replaced. Factories and equipment badly need
modernization to keep up with re-tooled competitors overseas. Deprecigtion charges have
been inadequate, generalizing for industry as a whole. Costs of replacement are much
increased. A mere maintenance of present productive capacity will require much outside
financing for many companies. The flow of new equity capital must be supported by reas-
onable tax incentives. In addition, the new technology -- with all its advantages --
generally requires new and more expensive tools and equipment. All along the line, the
call is for more capital, ahd capital is generated by incentive -- the chance of making a
profit and keeping a fair portion of it.

The accumulation of private capital at such a rate will require tax reform. Rates
of taxes on profits and incomes must permit and encourage the saving and risking of capi-
tal. Depreciation allowances must be larger. Nothing is more concretely urgent in the
decade ahead than tax reform, at the federal level, and at the urban level to lift the
crushing depressant of excessive real estate taxes in 8o many cities where private

capital is eager but unable to do its part in urban reconstruction.



A question which is not yet fully resolved, it seems to me, is whether the expansion
of industry should be financed by the investor or the consumer. Increasingly, the consumer
is paying higher prices -- and supporting inflation == Just so the corporation will be able
to store up reserves for expansion. Somehow that doesn't seem quite right to me. I would
rather see the conscious investment of capital by the saver and risker, rather than the
compulsory and often unconscious investment by the consumer in the higher prices he is
required to pay. Perhaps our tax laws can do something about this. Perhaps, too, they
can digtinguish in the quality of investment, rewarding growth-producing outlay as
against mere production of more consumer goods.

But expansion totally in the private sector of our economy will not give ﬁs all the
growth we need, nor the goods and services which it may be most valuable for us to have.

A great deal of our growth must come in what is called the public sector, but which is in
fact inter-related with and car:ied out by the private sector. Thus, for instance, among
our great needs are the rebuilding of our cities, the continuation of our highway program,
the construction of more schools and hospitals and institutions of many kinds. These ele-
ments may seem largely in the public domain, but they are usually built by private con-
tractors, utilizing the basic industrial, professional, mercantile resources of the
natign. They are based on governmental appropriation of money but private industrial,
constructive, and professional work., They are‘public in that they serve everyone ~- they
are institutions for the benefit of the public -- but they are not essentially socialistic,
and they are created through the generative power of the profit motive.

We will need té evolve forms of taxation to service borrowings which will permit a
very large scale expansion of the so-called public domain. In terms of consumers' goods,
many Americans are getting about as much as they need. Probably we do not need many more
automobiles than the present rate of productibn, rising with our increasing population,

and there are those who believe automobiles could be designed and built to last for 15



years instead of 5 years. We do not need more agricultural productive capacity, at least
not in the near future. We do not need more productive capacity in oil, in aluminum, in
textiles, in steel, and in various other products for strictly private consumption, except
to keep up with population growth and a steadily rising standard of living.

But there are other things which we need very badly, and are not getting fast enough.
Stand on the highest building in any American city and look about you, and you will see
not only some shining new examples of growth, but an even more impressive array of build-
ings that will need to be replaced as soon as possible. You will also see the dire neces-
sity of creating more open spaces, and of re-casting the city to meet the needs of man.
The city must not be an ant-hill, but a place where productive working and thinking and
living can take place. And quite as much as the core-city, the new suburban sprawl needs
better planning, integration, and improvement to prevent the creation of new slums,
ugliness, and obsolescence. There is enough work to be done in re-creating our cities
and drawing coherently together our metropolitan areas to provide empioyment for all who
will need jobs in the decade ahead, and produce a growth rate in our economy sufficient
to sustain a rising standard of living.

ﬁuch of this work in re-building our cities can be accomplished through the impetus
of the private enterprise system in alliance with entirely proper social planning. We
need to de-bunk the word and idea "planning." It need not be socialism, any more than
it is socialism for a great corporation to study its market and strive to foresee and
provide for its future.

Real estate taxation in our great cities must be moderate enough to permit the
vigorous in-flow of private capital to meet glaring economic needs. A large part of the
re-building and re-tooling of our cities must take place in the field of private enter;
prise. In Boston, to speak only of needs with which I am directly familiar, an easement
of real estate tax burdens would free private capital to build many needed elements: a

graphic arts center, a decorating arts center, and many others. At this very moment,
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for instance, by a happy alliance, Massachusetts Institute of Teéhnology, urban renewal
authorities, and private developers are engaged in a $15,000,000 industrial-research
center in Cambridge. It shows how private and public forces can work together, and must
work together, utilizing the best growth elements in our communities.

Just as we have zoned residential neighborhoods, and some industrial and commercial
areas as well, so we will have to zone down-towns and entiré metropolitan areas in the
interest of the good of all. Our present beginnings at planned land use, the creation
of open space, and the integration of our communities must simply be made deeper and
more thoughtful and responsible,

Re-building of cities is only one of our great economic and social and esthetic
neéds. There are vast shortages of skilled personnel in many of our most important pro-
fessions. We do not have enough éngineers, nurses, doctors and really competent school
teachers. The bottle-neck begins in the educational system, where we do not pay high
enough salaries to attract the best people, and hence do not educate enough specialists
to meet our rapidly expanding needs. Except for engineers and other similar scarce
specialists, we simply do not pay enough for the people we most urgently require in a
well-run society. Even in our society where higher education seems Bo accessible, no
less than 53% of the top fifth of our graduating high school classes do not go to
college! Such a wastage of talent is unthinkable, at a time when trained services are
badly lacking in many vital areas.

If we are to have stable growth in our economy, we must have a better balance of
> economic power. The wise political scientists who devised our frame of government based
freedom on balanced power. They divided power between the federal government and the
states and localities, and they split federal power into three balanced parts. They did
not curb economic power in the same way, but we have tried to do so since. We have re-
stricted stark economic power in various ways. Government has acquired vast authority

over the economy through widespread regulation, universal taxation, production and
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distribution controls and stimuli, farm price supports, and so on. The Federal Reserve
System regulates the money supply, the control and cost of credit, which is a fundamental
economic power. Transportation is rigidly controlled. Oil production, sugar production,
rural electricity, federal housing, and of course the vast influence of defense industry
all guide, channel, promote, and curb the "free" economy. Through corporate income taxes,
the government is a partner from 527 upward in the net earnings of all free enterprisé in
the nation. Some run to 75%, including excise, state, and local sales. Thus in many
businesses, for 9 months of the year all net profits go to government.

Organized labor is also a powerful controlling force. No monopoly is so strong in
our economy as the monoply of nation-wide unions. No single repository of private economic
power is so great as the AFL-CIO. Controls on this kind of economic power are still re-
latively few, but they will inevitably grow greater for uncurbed power cannot exist in a
free community without generating countervailing forces. Money and industrial power pro-
duced reaction and controls at earlier times, and labor power is beginning to do so now.
Unfortunately, in the generally burgeoning economy of the past 15 years, increasing union
power has tended to join with management power to the detriment of the consumer and to the
damage of price stability of the nation. The wage-cost push has been one of the mightiest
causes of inflation, and it has helped put the nation in severe difficulties as it strives
to remain competitive in world trade.

I do not need to expand on the need for economic growth in order to retain our place
as a world power. The beginning competitive challerge of the Soviet economy is self-
evident, The rifle power of state trading, when the Soviet acquires enough increment to
expend more in its world economic program, will be a formidable weapon indeed. We must
be able to compete ourselves. And there is the ultimate challenge, of course, of the
communist economies surpassing ours in sheer economic power, Were that day to come,

free society would stand in peril. Economic power is decisive.
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Since time is running out, let me go to my last point: the need for economic growth
in order to achieve, ultimately, hopefully, a spiritually fulfilled society., Here I know
I am in deep Qater, wading in the tides of paradox. Abundance and affluence can certainly
be spiritual handicaps; They are, at least, when the goals of society are materialistic.
My point, elusive as it must seem, is that we need economic strength in order to make a
spiritually better nation and world society. But first, we must re-evaluate our goals.
We must decide the things we want in an acceptable society.

We are at a cruqial point in our social evolution. We have achieved so much;
widespread education, of a sort; universal communicatiop; a high standard of 1iving;
abundant possibility of leisure -- and so on. And yet a good deal of this apparent
fulfilment is turning to ashes in our grasp. People are literate to read very silly
things. We waste a good deal of our leisure. Education has not brought us wisdom.

Our society ought to be exuberant, dedicated, fruitful. Instead, it is depressed,
cynical, profoundly self-critical.

Let us hope that we are in a transitional stage, feeling the growing pains of ad-
olescent fulfilment., Certainly there is a considerable striving to define and refine our
goals. We are painfully conscious of the doom of many earlier'civilizations which lost
purpose and morale. What are the goals of our present society, then, and how can they
be served by economic growth?

The first purpose, the first need, is obviously to prevent nuclear war. I do not
have to belabor the transcendence of this need. We prevent war initially by deterrent
power. To maintain deterrent power requires great economic strength, Our insurance
policy is cruelly expensive, in both monetary and social terms.

The second need, closely related, is to prevent the suicidal consequences of war
by controlled disarmament. I am convinced that to bring armaments down will require an
even greater input of thought, technical skill, planning, (and patient negotiation) than

were required to produce the atomic bomb.
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At present, the goal seems remote and elusive, but we must really try in earnest.
Only lately have we begun to organize for limitation of armasments as thoroughly as we
organized for arming.

A third need, certainly while we are unable to negotiate enforceable and safe
limitation of armaments, is the provision of the kind of armament which will prevent
communist blackmail and perhaps communist world victory behind the shield of nuclear
deterrence. That is the strengthening of conventional arms, which we may have to use
to keep the peace, and the strengthening of para-military forces to combat communist
guerrilla operations in various parts of the world. It is now clear that the cold war
is being fought by communism with these weapons.

A further need, which no doubt depends on the others, is to negotiate the funda-
mental terms of coexistence. If the free societies of the world, led by the United
States, are strong, confident, healthy, they will be able to negotiate coexistence in
which first Moscow and later Peking -- though the latter is a problem of different
magnitude -- can gradually be brought back into the orbit of world society. The little
contacts we have had with Soviet people and leaders, during the Khrushchev thaw, show
a yearning to return to world society and to re-establish an open society in the
Soviet Union,

- I have memtioned Communist China, so perhaps I had better say that I believe the
power of our ultimate ideas and the strength and stability of our society are the only
factors which will also in the long pull modify the regime in Peking. I think there is
also a yearning toward universality in the Chinese which will help bring them back into
the world order if we do our part.

And our part, in this as in other respects, is to make our own society sound and
strong. Therefore what we do within the framework of our society becomes of transcendent

importance. Our seemingly internal goals become our total goals. The basic goal is to
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turn the dross of a merely comfortable consumer's society into the gold of a commonwealth
where the development of individual lives rises higher in the scale of true values. One
approach to these challenges, as I keep saying, is for us to awaken from the dream of
falge security or mere heedlessness to a grave awareness of the peril in which we all
stand. We must rouse from the lethargy of sense-satisfaction, and plunge anew into the
adventures of the mind and the spirit.

In the face of danger and with the infinite promise which modern technology makes
possible, we should be an enormously alert people. We live in fact in one of the most
revolutionary periods in history. Not the communist revolution, but the power of the :
free system to liberate human life, is the great revolution. We need to become very
much more aware of the spiritual power we have inherited, and which we can and must im-
plement by alert action.

Our national society still has deep goals and principles, even if we do not always
live up to them, and they are meaningful and potent in the world. We ourselves need to
understand more adequately the spiritual significance of free society. We need to see
that the meeting of human needs in a material way is in fact a spiritual triumph, an
illustration of man;s dominion over his material environment.

It is perhaps the very grandeur of the time in which we live which has overawed
and confused man -- has seemed to reduce him in stature. The times are grand in every
way. Danger is greater than ever before! Chance of fulfilment of men's aspirations is
greater than ever before. We are reaching out toward the stars as we have never done
before. Always before, men's minds and hearts -- their fancies and dreams -- soared
out toward the stars. Today they lift their bodies toward space. And that epitomizes
‘the nature of our time., We are furning dreams into physic;i experience. Naturally, it
is an upsetting, challenging, confusing time.

We do not need to be confused. To face understandingly the problems that have to
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be solved is half the problem. We have very powerful elements with which to work.

One of the greatest of these forces -- and one of the greatest of the dangers =-- is the
advance of physical science and technology. Men have amassed power resources, physical
power resources, in undreamt magnitude, and the power of the atomic nucleus is not yet
fully tamed. Men have shrunk the globe already so that they can physically travel to
any corner of it in relatively few hours. Men have learned communications techniques
by which one man's voice can be heard in every corner of the globe at once.

These are only very partial references to the things men have learned and imple-
mented in our time. Indeed, in the lifetime of every one of you here today, men have
learned more about the physical universe than in all the years of human history before.
Best of all, however, we all know today that there is a great deal more to learn.

And we are all poignantly aware that knowledge is not enough. This vast stockpile
of information which we have piled up will not save us. The central problem on which
men must work is not the relation of man to his physical universe, but the relation of
man to man. You have heard this so often that it must have become a cliche. But it is
true. And do not think we have made no progress in improving man's relationship to man.

In our time, men everywhere have accepted social responsibilities unimaginable a
generation ago. Even though the American contribution to the needs of developing nations
and peoples elsewhere may not have been as wise, as practical, or as extensive as the
situations demanded, the fact that we have given so much would have been inconceivable
in 1940,

On the issue of race relations, which is one of the great touchstones of man's
humanity to man, immense progress has been made in nearly all parts of the world. 1In
the United States, though painfully and ambiguously at times, we have steadily achieved
better basic human rights. As with the newly independent nations of the world, this

freedom often brings new problems sometimes more acute for a time than the old. But
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growing pains are usually beneficial.

American society has moved into a new period of massiveness. We live in a timé¢ of mass
production, mass communication, mass education, mass distribution, and so on. What used to
be called the "masses" are now offered opportunities which only the privileged few had a
generation or two ago. This vast potential improvement for the many has not brought the
millenium some supposed it would.

Fulfilment, in short, has left us about where it found us spiritually. The heart
of man does not change automatically with the improvement of his standard of living, or
even of his education. Sometimes adversity and challenge -- often adversity and chal-
lenge -- stir man deeper and lead him higher than comfort and ease.

The problems we face, surely can be the spiritual equivalent of adversity. There
is plenty of work to do. We must not be a satiated generation, or a rudderless gener-
ation, or a purposeless generation. Our society, in the fullest and deepest sense, is
unfulfilled. It must keep the human race from suicide. That is job enough for any
generation. It must also help the vast majority of the human race to learn how to
create a stable polity and a productive economy for itself, area by area, It must
- seek with new earnestness the better ways by which men can live together. It must learn
to control the magnificent forces that have been seized as if by magic from the very at-
mosphere around us.

It is a world of fierce, remorseless, exultant change.

We are fortunate among men, a proud generation, for these are great days.

We need economic growth in order to convert the gains we have already made -~ gains
which are still largely in the field of materialism -- into protection first, and then

progress in the growth of man's deepest spiritual resources.



