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My first inclination is to begin by saying that it's grand to be back with 

old and valued friends. 

The only trouble is, I haven't been anywhere--as you can-all testify. 

happen to be sitting in a different chair, but the fact is that in the nearly 

four months I've been in office, you've s een more of me than ever before. 

For during this time, the day has not passed that I haven't called on you 

and other friends in the business community for help and advice on one or 

another program inaugurated by the President which is vital to the national 

interest. 

Your generous response to our country's needs has been one of the most 

gratifying experiences of my life. I am satisfied that during this brief period 

we have witnessed a new high in business cooperation with government in the 

pursuit of critical national objectives. 

This is not, of course, something that has blossomed overnight; nor is it 

~ttributable to my presence in Commerce. Rather it is the result of several 

years of a steadily growing rapport between business and government, carefully 

nurtured through increased understanding and mutual respect. A large share 

of the credit goes to President Lyndon Johnson and his keen appreciation of the 

business viewpoint. 

Comm--DC--20656 (over) 

I 



He understands the needs of buSirtess , and he uhderstafids the roi~ bf busi­

ness as the economic engihe that powers the system which provide§ u~ with the 

highest standard of li¼-ing in the world. 

The acceptance of gre~tei leadership and responsibility by busih~ss rep­

r esents, I think, one of the ~dst significant current developments in our na­

t ional life. 

For many years we have watched both labor unions and government widen 

their responsibilities--and we have seen their pdwer and influence grow apace. 

Needless to say, I do not oppose the proper exercise of pbw~r by any 

group in the country. On the cohtrary, I welcome it, as evidence of a piurai­

i stic society where power is diversified among many contending groups. 

But as a businessman and ' as a public official, I have vety ~uch regretted 

that too often in the past the voice of business has ~ither not been heard br 

has not carried the weight its importance deserves ih the councils of the na­

tion. 

Today, however, we are witnessing a r~v~rsal of this tr~ntl, with eusin~ss 

voluntarily increasing its responsibilities--and its leadership--in many areas, 

And with this development has come a' growing business influ~hc~ thgt; in my 

o~inion, is having the most salutary effect on our entire national lif~. 

But I do think there is something fundamEfut~lly new atout today is b"Usiness 

~eadership that diffPrs in important respects from that of a generation br 

t wo ago. 

It is, first of ali, the kind of leadership that seeks to lead, ~~th~~ 

tflan to dominate. Businessmen know where this country c~n ~nd mu~t go, and 

t ~ey are eager to help get it there. But questions of who ~h~ll ~~erciee the 

p&wer are an an~maly when we consider the sobering respon~ibiliii~s ot this 

n~clear age. Instead of arguing over power, m~n today are vying with dtl~ 

another for the opportunity to contribute to the nation's bette'rment . Not 
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since the founding days of the nation have we all realized so fully that we 

... 

are truly in the same boat. 

Next, it is the kind of leadership that welcomes t4e chance to join with 

labor and government in the atta~nment of nationa~ _,goals. There is no more 

room and no more time for any segment of our society to indulge in fear, 

enmity, suspicion and mistrust. Common object_ives are becoming the overriding 

conside,ration in the efforts of all of us. 

Third, it is the kind of leadership that is more responsive to the needs 

of the people. No longer are government and labor the only ones identified, 

almpst to the exclusion of business, with the aspir~tions of the great masses of 

our citizens. Business is demonstrating a concern no less great--and, in my 

op_inion, has within its pow_er, as the central organ:i,zer of our economic life, 

to make even greater contributions than at present. 

Finally, it is the kind of leadership concerned not with its own narrow 

interests, but with those of the whole nation; and the kind that offers the 

best hope for increasing economic opportunity fqr not only our own people but 

all those throughout the world who want to live in peace and freedom. 

Certainly it is the kind of leadership that President Johnson welcomes. 

He demonstrated this when he put the balance of payments program on a voluntary 

basis instead of seeking legislation that today would still be in the debating 

stage. He needed action fast--and at the same time he was determined to avoid 

the straitjacket ap~roach that would work real hardship on some firms. 

This program is fulfilling both objectives. Instead of a rigid set of 

rules, we have a program that is releasing the creative abilities of hundreds 

of companies to come up with solutions tailor-made to their own operations. 

And as Al Nickerson indicated in his report to you, the reports we have 

analyzed to date show that business in the coming months will make a sub­

stantially greater contribution to a reduction of the deficit than ever before. 
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I know that ma ny of you here tonight have been involved personally in thi s 

matter for ma ny weeks, and on behalf of the President I want to express his 

dPep gratitude for your efforts in this critical undertaking. 

I would like to add that thP program's success is due in no small measure 

to the support and counsel we have received from the Balance of Payments 

Advisory Committee in which members of the Business Council play a leading role. 

This is at least one advisory group which had some advice to offer that was 

taken. WA are most grateful for their continuing guidance. 

Our Commerce Department report to the PresidAnt and the Advisory Committee 

a couple of weeks ago covered a tabulation of the first 344 responses by the 

participating business firms. The evidence suggests that the improvement in 

selected foreign transactions during 1965 will exceed }1.2 billion. This rep­

resents an increase of about 14 percent compared with the performan~e of these 

same companies in 1964. As a result of that preliminary report, we have a 

feeling of cautious optimism about the ultimate success of the program. 

But there are other developments in this many-sided deficit problem that 

requires us to be very cautious before we begin to count our chickens at this 

stage of the game. 

For one thinr, we can expect our rising standard of living to produce the 

normal increase in imports. In addition, d"'spite the "S"'e the U.S.A." program, 

d"'signed to encourage more Americans to travel at home, we anticipate that 
; 

foreign travel expenditures by Americans may be '200 million greater tha-n in 

1964. This is not likely· to be mBtched by expenditures of foreign -visitors to 

our shores. without a lot of second thoughts by many more Americans about 

vacationing abroad or Teducing their foreign expenditures appreciably, the 

"travel ga'P" could reach $1.8 billion in 1965. • 
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But there are other plus factors besides t he contribution of the business 

community. Commercial banks will make sizable contributions, . and other fi­

nancial institutions will also register gains. 

Just what the over-all results of our combined efforts will be cannot be 

estimated at this early date, but there is no question that we have made a 

solid beginning. More than ever we can be confident that we will win· the 

battle of the dollar--and, if we do, the business community will deserve a 

major share of credit for the victory. 

But as important as this victory will be--and, we think it is absolutely 

critical to our continued economic development and free world leadership--

I am even more interested in what underlies it. For this is the stuff that can 

produce a thousand victories. And in large measure, it is composed of the unity, 

purpose, and lead~rship of the American business community. 

My consuming interPst is to encourage business to extend its leadership 

and win those victories. Certainly the challenges are all around us. 

One is in the field of employment--and nowhere does business have a better 

opportunity for ~emonstrating its concern for the welfare of our citizens. 

Nowhere does the nation need the organizational ability of the professional 

manager quite as much, nor the resources that only business ean provide. 

Let me first emphasize the depth of this problem and then suggest ways in 

which business can help solve it. 

There is no greater human need than a job. A job means survival--for t bs 

worker, his wife, his children--for the home that is the root of his life. A 

job means pride. Without a job, mants self-respect and self-reliance ct'Umble·_, 

Unemployment crushes the individual, and deforms society. 

Unemployment creates an environment i n which neither business as a segme" t 

of society--or so6iety itself--can thrive. I t causes unrest, it encourages 

crime. And its impact is as economically burdensome as it is socigily cruel. 
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In simple terms: the unemployed are tax users; the employes are taxpayers . The 

social gains of employment are i mmeasurable; the economic los$es of unemploy­

ment are intolerable. 

We take heart at the fact that unemployment in March dropped to 4.7 percent 

of the labor force, its lowest point in nearly 7-1/2 years. But in April it 

jumped up to 4.9 percent. Regardless of percentages we can't take heart in 

the fact that 3.6 million Americans are without a job. Or from the fact that 

35 million persons in the United States live in poverty. 

And if we accept unemployment as a problem today, consider the problem that 

could balloon from the mere fact that for each of the remaining years of this 

decade, our labor force will grow by 1.5 million persons. 

By 1970, then, we must create 9 million new jobs to match the growth of the 

labor force--not to mention the 3 .6 millions currently without work. 

I want to focus for the next few moments on two elements of the employment 

problem which are of special concern to me. One is youth. The other ' is race. 

The greatest handicap to employment today is lack of the necessary skills 

to perform the jobs created by the new industrial revolution--the revolution in 

technology which has overtaken our products and our procAsses of production. 

Ours is not a problem of mass unemployment. Our problem is not that there are 

too few jobs for the trained, but there are too few jobs for the untrained. 

And the growing gap between the demand for and supply of unskilled or semi­

skilled labor has been most detrimental to those members of the labor force who 

are the least experienced--particularly the teenager. 

Unfortunately, the rate of employment among young people--which had 

improved somewhat during the first three months of this year--worsened in 

April. The inescapable fact is that where 88 of 1,000 teenagers were out 

of work in 1947, the number has almost ·doubled--to 162--by 1964. During that 

period, more than half the increase in total employment occurred in 
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the professional,technical and managerial occupations. We can expect the trend 

to continue--and the number of unskilled jobs to decline. 

An increase in the supply of youthful, inexperienced workers, to~ether with 

an increase in the demand for technical skills, will surely aggravate our pres­

ent employment problem. 

It will, I believe, pose one of our gravest economic challenges for the 

remainder of this decade and well into the next. 

Business--by broadening its concept of public responsibility--can take the 

lead in meeting this challenge. 

But let me emphasize that the employment problem will never be solved mi­

til the opportunity for employment is genuinely equal. 

Business can take the lead in providing equal opportunity, for it is busi­

pess that provides employment. 

Considered in plain, u~prejudiced economic terms, failure to provide 

equal opportunity is wasteful, unsound and self-defeating. 

The President's Council of Economic Advisers recently summarized the cost 

of unequal opportunity. The Council concluded that better education of Negro 

workers and a halt to job discrimination would generate an increase of ,~23 bil­

lion--or an additional 3.7 percent--in gross national product. 

The Council also came to this conclusion: if Negroes enjoyed the same 

level of education, pay and rate of employment as whites, their personal income 

would have increased by ~20.6 billion last year. 

As you know, the Federal government has long been involved in programs 

to equip AmPricans with the skills and opportunities for employment. Its 

direct involvement goes back to the Vocational Education Act of 1917. And now 

its programs are better designed to encourage wider business i~volvement. 

The current vocational Pducation program is a good example. It provides 

for state advisory committees made up of businessmen, union leaders, educators 
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and employment service personnel to help determine occupational needs and many 

important aspects of training. Because they have been increasingly involved, 

many businessmen have supplied equipment and services of significant value. 

The extent to which businessmen are taking part in training programs 

makes it clear that they are committed to upgrading the skills of the people 

in labor force. But I would like to see an increase, for I believe business­

men have left vocational education too long to the school people and union 

representatives. Teachers and union leaders havp much to contribute--but 

so do businessmen, who do the hiring. 

Another opportunity for action is coming up with the Public works and 

Economic D~velopment program which President Johnson has proposed to aid de­

pressed areas through practical plans for regional devc-lopment. The Department 

of Commerce will administer the program, and we welcome the opportunity, for 

its whole emphasis is on economic expansion in areas hard hit by unemployment. 

But it will be business that will make the program succeed. With busi­

nessmen contributing their experience and foresight to the local and regional 

planning committees, the promise of the program--jobs and economic growth-­

will be realized. 

Business already is pitching in to develop jobs in the service industries 

under t he Job Development program. The President has assigned Secretary of 

Labor Wirtz and me to carry the program forward . Our goal is 10,000 new 

jobs a month by July 1. 

Chrysler Corporation has entered into a Job Development contract designed 

to train and place 1,000 new apprentices as automobile mechanics. Chrysler, 

its dPalers and the government arP sharing the costs. A similar project is 

now being negotiated with the Ford Motor Company, and others have been dis­

cussed with additional auto and petroleum marketing executives. I am solicit-
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ing the advice of the businessmen who attended a recent meetiRg"'W-fth$~cretary
A ~ dL 

Wirtz and me so that any projects that develop will reflect t ne , ·~~~ lt;hinking 

of those who actually create the jobs. 

Business also has joined energetically in the war on poverty. Private in­

dustry played a major part in establishing five of the first 10 Job Corps cen­

ters, and more than 30 business firms have submitted proposals to operate 

Job Corps urban centers. 

This is the kind of leadPrship that the Nation needs from the business 

world in ever increasing amounts. 

The history of our times is the story of the growing responsibilities each 

of us must shoulder. But the increased complexity of our civilization places 

special burdens on leaders such as yourselves. 

I think one of the great benefits of the Presjdent's balance of payments 

program stems from the personal involvement of the executives concerned. And 

certainly Irwin Miller and the other members of the East-west Trade Committee 

appointed by the President have made a tremendous contribution to the Nation 

by their personal involvement in that extremely important problem•. I hope 

that experiencPs like thesP will provide a new zest for greater personal 

participation in other affairs affecting the nation. Help is urgently needed, 

particularly from those in positions of great r~sponsibility. 

Today our nation is engaged in a mortal strugglP with dark forces that 

are bPnt on our destruction. The responsibility for directing our efforts in 

this fight falls on Presid€nt Johnson. He needs the support of every American. 

He especially needs the support of American business, which generates the 

economic might that underwrites our military power. 

I am confident he can continue to count on receiving that support from the 

important segment of American industry represented in The Business Council. 

Thank you. 
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Just a week ago I had the pleasure of attending the Business Council 

meeting at Hot Springs and renewing m y friendship with many old 

associates who are working to increase the economic strength of our 

country. 

In a sense this, too, seems like a homecoming for I have be.en . 

reading your reports and your views for so many years that your familiar 

by-lines are old and valued friends to m e. 

I start my day reading what you think and report; I close my day the 

same way. So you, like business friends, give valuable advice which 

is taken into full account in the decision-niaking process. 

That is why I was particularly pleased when Joe Livingston asked 

me to join you .today fol:'. the meeting of this. important young society that 

can become such a . constructive force in our national life. 

I hope your society will continue to grow both in numbers and 

influence because you can do trem endous good in focusil).g on the economic 

challenges that face our country. 

And I trust you will maintain a close liaison with the Department of 

Commerce which is the focal point of the reJa.tionship of intdustries and 

business with the Federal Government. 



I w ant to tak e thi s occasio n t o look a t the economy , t e ll 

y ou h ow I believe i t shapes up for the short an d long te r m--and then 

pose a question that I hope bothers you as much as it does me. 

Your annual meeting occurs as we reach another milestone in 

our continuing economic advance. This, as you know, is th e 51 st 

consecutive month of the longest period of p e acetime expansion in 

our history. The current period of growth has now exceeded the 

peacetime record of 50 month s achieved between 1933 and 1937. 

And what a difference between the times! 

Our economic gains during this period are the more impressive 

when you consider we started from a relatively high base. 

The satisfaction with which we view the years since March 1961 

is e nhanced by the fact that new highs have been registered in production , 

employment and income without overheating the economy. This has 

been a solid, broadly based expansion. 

Just last week end the B usiness Council reinforced our own generally 

optimistic outlook for the economy. Now everyone seem s to agree 

that the gross national product will soar to the vicinity of $660 billion 

this year. A.nd I am sure you agree that price stability has made 

the current rate of output all the m ore rem arkable. 

2 



GNP already has risen by nearly $-150 billion since the l ow fir st 

quarter of 1961, and in real terms this is eqaivalent to an exceptional 

annual average gain of 5. 3 per cent. 

Stable prices, always essential to orderly economic growth, 

have enabled us to count the statistical gains of 51 months in terms 

that mean something to every American. Real consumer purchasing 

power has advanced more than 20 per cent since 1961. 

Now, I'd like to take stock of the business prospects under 

three general headings: Investment, Inventory and Income. 

But first I want to emphasize that our unparalleled period of 

expansion has been a triumph of teamwork. In my lifetime I have 

never witnessed such unity of purpose and cooperative effort on the 

part of business;;, government and labor. 

President Johnson's understanding of the problems of both 

business and labor has converted a misguided sense of conflict.into 

a forceful combination of interests. The results are on record. The 

Federal government provided the tax and other incentives, and the 

big push forward came from the private sector -- from business 

and consumer spending. 

You will recall the doubts and the debate that surrounded the 

President1 s proposal to cut taxes and liberalize depreciation allowances 

when the idea was first advanced. It is noteworthy that these measures 

worked out pretty much as forecast and propelled our national economy 

to new heights. 
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The results have answered the two schools of argument which 

held on the one hand that individual gains in disposable income would 

not be consequential enough to have much impact on the national 

economy, and that the increase would be so stimulati as to create 

inflationary pres sure. 

What really happened? In anticipation of the tax cut, the President's 

Council of Economic Advisers predicted a 6. 5 per cent increase in GNP. 

And that1s exactly what developed- -GNP surged to a gain of 6. 5 per 

cent between 1963 and 1964. Without the cut, the increase would have 

been no more than 3 per cent -- if that. 

Apart from such temporary factors as the rush to make up for lost 

time in buying new cars, the $14. 5 billion jump in GNP during the first 

quarter of this year furnishes additional evidence how the tax cut is fueling 

our economy. 

Apart from such temporary factors as the rush tc 

the $14. 5 billion jump in GNP during the first quarter of this year 

furnishes additional evidence how the tax cut is fueling our economy. 

Because part of the scheduled reduction in taxes did not take effect 

until this year and because there has to be a lapse of time before the 

full impact is realized, we can anticipate continuing benefits from the 

added discretionary income that is going into the pockets of consumers 

as a result of the Revenue Act of l 964. And we estimate that the slash in 

personal income taxes raised consumer spending by $9 billion last year. 
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And inflation does not appear in prospect as we m ove through 

the second quarter at a brisk pace. 

Business investment, of course, is putting the tiger in the tank of 

our industrial machine. The earlier government estimate of a 12 per cent 

increase in spending on plant and equipment this year already has been 

topped by a private survey in which we have confidence indicating the 

advance is more likely to be 15 per cent. And that's on top of a 14 per cent 

gain last year. 

Based on present estimates and forecasts, I see no reason to quarrel 

with surveys which indicate that businessmen are planning additional large 

. capital expenditures in 1966 and 1967. 

This demonstrates confidence, the kind of business confidence that 

will keep the economy humming. 

We t~ke an optimistic view also of inventories and their impact. 

There has been a great deal of discussion about the accumulation 

of steel inventories in recent months and whether the buildup would 

cause trouble later this year. 

It is our feeling that the continued high rate of demand for p.- oducts 

containing steel will wo·rk against any acute distortion in patterns of 

production when inventories are adjusted to prevailing levels of 

consumption. 
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Other inventories are relatively low in respect to consumption 

rates. This doesn't mean that sales are being ,le.st. It reflects 

better inventory control. So long as supplies are ample and deliveries 

can be made quickly, industry will pursue a conservative inventory policy. 

In most of the pace- setting industries, companies today do more 

forward planning than once was the case and there is much better inventory 

control. This is helpful to the economy because inventory movements 

have been an unstabilizing factor in the past. The present trend will 

help to minimize short-term swings. 

My third broad heading--income--ties in with two other elements 

reminding us that when we speak of economic growth, we speak of more 

than charts, tables, and impersonal transactions in goods and services. 

Income is linked with employment and spending. Combined, they 

represent the human aspects of growth and the yardstick of our living 

standard. 

Consumer spending has been such a potent !actor in the business 

upswing that in the first quarter of 1965 it accounted for $11. 5 billion of 

the $14. 5 billion increase in GNP. 

As we know, part of this can be attributed to a makeup for sales 

lost during last year's auto strikes. But a large portion of the increase 

reflects the steady rise in income. 
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It's not enough to note that the t ax cuts of last year and this year 

put additional money into the hands of consumers. The striking aspect 

is that a substantial increase in jobs has accompanied this upsurge in 

income. Nonfarm employment in March was more than 2 million ahead 

of March 1964. 

Combine these increase8 and we come up with a demand for autos 

and other durables which will be a further strengthening influence during 

the second half of the year. 

President Johnson 1 s proposals to cut excise taxes and to increase 

Social Security benefits will accelerate consumer spending and provide 

still another growth factor in the months ahead. 

I do not share the apprehension that the increase in Social Sectn"ity 

contributions next January will impede our growth until the full offset of 

the rise in ordinary benefits and the advent of medical benefits are felt 

in fiscal 1967. I believe our expanding economy will absorb the difference 

between contributions and benefits in the intervening months. 

Let me comment briefly on three other matters. 

First--housing starts declined last year, but in recent months there 

has been evidence of improvement. I think the outlook for housing con­

struction is bright and I look for the rate of activity to climb later this 

year and beyond. 
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Second- -federal programs will have a stimulating effect on 

consumer demand. Defense spending has been expected to turn downward , 

but it is obvious that the actual size of these expenditures will be 

influenced by events in Viet Nam and other developments abroad. 

Apart from national security, this Administration is committed 

to extend the war on poverty and thus raise the purchasing power of the 

people who live on the borders of want. 

In addition, state and local governments will receive larger grants­

in-aid. 

Third..;-we are making encouraging headway in the balance-of­

payments problem. The tabulation of the first 344 responses of firms 

engaged in the President's program of voluntary cooperation indicated 

an improvement of at least $1. 2 billion in selected transactions this 

year. In a few days we will issue a more complete report which I 

believe will justify our feeling of cautious optimism. 

Just this week we circulated guidelines on short-term investments 

to the more than 600 firms participating in the voluntary program. In 

sum, the guidelines ask business to hold short-term investments abroad 

to the level of last December and, wherP- needed, to trim them down to 

the level of December 1963. 
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So you can see we can look to the future with confidence. 

Busiriess leaders· share our optimism. Taking a cue , from you 

reporters, I've done a little digging of my own. • The'ir views, I 

think, will interest you. 

Frederic G. Donner, board chairman of General Motors, 

informs us the technical irxi icator s pertinent to the automobile 

industry continue to be favorable. Quoting Mr. Donner: 

"With rising employment, incom es and consumer confidence, 

it is possible to visualize a new record level of demand for cars 

and trucks this year in the area of 10. 5 million units. tr 

Reg-er Lewis, board chairman and president of General Dynamics, 

told his company's shareholders, and again I quote: ncurrent trends 

do not indicate a major dip in over-all defense spending; rather 

they point to a flattening out around the current procurement rate. tr 

Mr. Lewis predicted a good year for General Dynamics. 

This comes to us from Fred J. Borch, president of General 

Electric: 

u1 am optimistic about prospects in general for 1965 but consider 

it vitally important to avoid widespread wage-cost increases that 

would handicap U. S. industry in international competition and 
' . 
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thereby result in a loss of jobs. As for General Electric itself, 

I am also optimistic about both the short and long-term future. rr 

C. w. Cook, president of General Foods, tells us: 

11 The economy promises to turn in another good performance in 

1965. The food industry continues its steady growth and it will 

contribute strength and stability to the extension of the lor:g est 

economic growth period in peacetime history. n 

Mr. Cook adds that the consumer can look forward to spending 

an even smaller share of his income for f,ood. 

As you have noted, I chose four Generals - - Electric, Foods, 

Dynamics and Motors -- for comment, but these 'Generals were 

specific in forecasting a good year. 

To sum up my own view: the short-term outlook is favorable. 

I anticipate increasing sales, employment and profits. I do 

not expect inflationary pressures to develop. I do expect that 

stable prices will sustain broad and orderly expansion. 
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As 'f.o-x l,ongex-term prrospects: 

With increasing consumer and business confidence, and with the 

government following policies of expansion, I believe we have sharply 

reduced the chances of a slump. 

Of course, we haven't yet found wa.ys of completely eliminating ups and 

downs in the business cycle. But both business and government planning 

have reached a :maturity that enables us to level off fluctuations. We 

are learning how to manage prosperity. 

I am confident that increasin,g demand will continue to require 

substantial business invest.m.ents. These, together with programs to 

help attain our objectives of building the great American society, which 

President Johnson envisions, will produce a faster rate of growth. 

But don't believe for a moment that the confidence I have expressed 

indicates a sense of complacency on our part. Quite the contrary, we 

foresee enormous economic challenges both for the immediate and long 

range future. 

Unemployment not only imposes ,serious social and economic penalties 

on our country, but it is a demoralizing influence on those individuals 

and families who ar~ denied a productive role in our national life and 

the chance to share in our rising prosperity. 
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The labor force is growing at such a pace that by 1970 we will have 

to create 9 million new jobs to absorb the newcomers, let alone the 

3. 6 million who are not working now. This is much more than a problem 

in numbers. One of the biggest obstacles to employment today is the 

maze of skills required to handle the jobs created by advancing technology, 

while the supply of young and unskilled workers continues to increase. 

We have a shortage of the trained and a surplus of the untrained. 

Jobs go begging for some people while other people beg jobs. 

The government is doing something about the situation through 

manpower training, retraining and job development programs. The main 

thrust must, of course, come from the private sector. 
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Automation s e ts up pe rhaps the most perv a sive economic challe nge 

of our time. Som e way must be found to provide m ore jobs for unskilled 

people in this age of the com puter. But the businessm an, whether he is 

r ated small or large, must modernize h i s methods as well as bis machines 

in order to stay competitive, both at home and abroad. 

The challenges we face are drama tized by the need to compress 

into the remaining years of this century all the effort of all the preceding 

years of our national existence. 

Urban population will double by the year 2,000. We will have to 

erect entire new cities--and, as President Johnson put it, we will have 

to build homes, highways, and other facilities equal to all those built 

since the country was first settled. 

To rnove people and products, we will have to double our transpor-

tation capacitv by 1985. 

Yet, based on accomplishments up to the present time, no 

one really doubts that the free enterprise system is equal to the tests 

ahead. 
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At the outset I said I wanted to pose a disturbing question that 

I hoped bothered you as much as it does me. It1s this: 

Why is the free enterprise system so little understood and 

appreciated by both Americans and people around the globe? 

Despite all its accomplishments in raising our own standard of 

living and in helping to bring the fruits of industrial society to people 

everywhere, and despite the economic might it provides for the 

defense of the entire free world, the system is often unjustifiably 

attacked as one that enslaves the working man. 

Why have we done such a wretched job of communicating the facts 

about this system? 

Several _years ago one of the country1s better known financial 

institutions offered a course in economics for staff members. 

Participants in the opening class w~re better than averag_e in general 

and economic education. They were tested before the course began, 

with these results: 41 per cent believed profits were greater than 

wages; only 26 per cent gave the right answer that wages were several 

times profits. The remainder gave other answers or just didn't know. 
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In selling the free enterprise system abroad, I think that perhaps 

we•ve been overly content with generalities. But I can tell you that 

the grandest of generalities will not overcome the suspicion of a Latin 

American campesino who thinks business in the United States makes a 

60 per cent profit every year. 

Nor will it sell the United States to the Italian factory worker who 

thought his employer--a U.S. firm--was making worldwide profits of 

something like 35 per cent--six times the actual amount. This same 

worker, before the facts were brought home to him, thought the ratio 

of his pay and benefits to dividends was 5 to 4--far from the actual 19 to 1. 

The problem requires, I think, a major communications effort by 

American business itself. Abroad, the United States Information 

Agency works diligently to tell the story, but the main job must be done 

by privat e business. 

And I want to ask your help in alerting business to the need for 

increasing its efforts in this field, both at home and abroad. Many firms 

already do an outstanding job, but many more need to pitch in and help. 

Nowhere, I think, could you make a better contribution than in 

helping to enlist the support of business in a truly massive effort that 

sells the free enterprise system with the same effectiveness that quality 

American products are sold. 

Thank you. 
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Remarks by Secretary of Commerce J ohn T. Connor at Meeting 
of the Maritime Advisory Committee, Monday, May 17, 

1965 in U.S. Departme~t of Commerce~ 

You will recall that at the last meet ing of this Committee on February 8th 

indicated that Secretary of Labor W. Willard Wirtz and I wanted to have the 

benefit of your thinking before recommending any new maritime policies to the 

Cabinet and the President. We still h6ld that view. We have received many 

more expressions of your views during the last three and one-half months. When 

added to the papers and comments received by this Committee last year it makes 

quite a contribution on your part of information and judgment which the Gov­

ermnent · has and will continue to consider fully. Hopefully, you will continue 

that process today. 

You may also recall at the last meet ing I appointed a subcommittee to be 

headed by Mr. (Theodore W.) Kheel, (a N. Y. lawyer and labor expert). Subse­

quently, Mr. (Lane) Kirkland, (Executive Assistant to the President, AFL~CIO) 

and Mr. (J. Paul) St . .Sure, (President, Pacific Maritime Association), were 

appointed to the subcommittee. We had noped that the subcommittee could work 

up a draft statement for the full committee which would then be the basis for 

our discussion here this morning. 

For a variety of reasons, that has not been possible. The subcommit-t;,ee 

has met more than once and we have exchanged correspondence. I met with 

the subcommittee once. Mr. Kheel and his colleagues viewed the subcom-
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mittee•s function as :requiring a preliminary statement f:rom the Governm ent as 

to its position, including the number of ships the Government felt necessaty 

to an adequate merchant marine. I had hoped that the subcommittee could p:ro­

duce a. broad statement of goals toward whi~h the Committee -could work that 

would be equally applicable without regard to the number of ships involved. 

In any event, that is where the subcommittee now stands, and therefore 

it was our mutual judgment that the urgency of resolving these matters with 

dispatch argued fo:r our calling a meeting of the full Committee promptly without 

vraiting longer for a subcommittee report. And that is why we are here today; 

and we are grateful for your preseqce. 

It had been my position that it would be ueeful to the Secretary of Labor 

and to me to have a statement of your views and your suggested program befo;re 

the Gove:rnment position was fi:rmed up. I still hold that view, although also 

fully cornm~tted to a prompt resolution of our m aritim e problem s. I can rep.ort 

to you that there is still no new Governme:l;\t policy for the merchant m arine, and 

thus your role remains very much what it was in February. 

Nevertheless, M:r. Kheel has impressed so firmly upon m e your need to 

have some sense of the Government'$ position and commitment before you can 

even begin to deliberate that I have attempted to come forward with some e~• 

pression of th~ broad boundaries of this Gov~rnment1s policy toward our 

merchant marine. 



M,r. Kheel is quite righ,t that the sb·e of the m erchant fleet to be subsidized 

necessarily is a m atter la:rg.ely for Government determination. Theme:rchant' 

m.arine resources needed for national security purposes are determined by th.e 

P capa:r;-tments of.Defense anc;l Commerce, and are of a classified nature. The 

num ber needed"for protection of our .own trade, on the other ha~d. cannot J:>e . 

determ ined precisely. We can calculate the number of ships needed to carry a 

given percentage of our projected trade--10%, 30% or 50%--w-ithi,:i a reason~ble 

range of a..ccuracy. We want to carry a $Ubstantial portion. of our trade in o:rdezr 

to assure th~ availability and utilization of U.S. -fl~g ships, and to assure that 

Americaµ bu$j,ne ss has available to it the kinds a,nd qualities of service nece,s,ary 

for trade ex;pansion, an.d to assist in our balance of p,a.yment-s p.l'ogram. We mu.st 

have an a m ount of .u. S. -flag shipping sufficient to asS'ure that those foreign flag 

ships upon which. we must rely heavily will provide good service to Amet"ican 

shippers at reasonable rates. We now are carrying in U.S...flag ships abou.t 

30% of our gene;ral cargo trade in terms of tonnage. ·we are carrying a.Qout 5% 

of our bulk trade--again in terms of tonnage. 

In, evaluating our need for AmericaP.....flag ship$ for both defense and co.m• 

mer<;:iai p\lrposes, m oreover, w~ must take account of the 1, 000 p:rio:dty ships 

in our National Defense Reserve Fleets, the approxim ately 450 ship~ owned by 

.A.meric;q.ns but operated un.der for~ign flag, an-<;\ the ships a.vaHable to us under 

the NATO alliance. Even though our access to and control over thes e ships is 

not as direct as over American-flag merch ant ships, they do a{fect our fleet needs. 



4. 

Finally, there is the cost of the m erchant ship program. Here again, 

ultimately the judgments m ust be made by Government. If we had a commercial 

m erchant marine operating at a profit, the number of ships under American 

flag would be a £unction solely of economic forces. As you all know, however, 

our merchant m arine is heavily subsidized- ..55o/o ·o£ the cost of building a ship 

is paid by the Government, and 72% of the wages received by merchant sea.rner,i 

is paid by the Government. Together with the freight rate differential of t~ 

cargo preference program this comes to over $400 million a year in direct 

subsidies at the:, present time, and it has bee_p. increasing. Necessarily, while 

the final j\i.dgment as to how tax resources are to be aflocated am ong the 

m.1merous com peting programs in need of fun,ds mus~ be a judgment of Govern.. 

ment and not of those receiving the ·subddy1 y-our suggestion~ on this critically 

import~nt m atter _are very much desired, invited, and will be given full con­

sideration. 

Whe:i:-e does this leave us? 

F irst, and most important, this Administration suppo:i:-ts the Ame rican 

merchant m arine. I have-mentioned here some of the reasons why we need 

ships under the Am:erican flag, and the Ma,:ititte Adminhtrator, Nicholae 

Johnson, has discussed those needs at great length. There is no desire to 

sink the fleet, or curtail its g:rowth, or to save subsidy dollars at the expens~ 

of ma ritime programs required in the national int~rest. I am sure that all of 

us here today would like to have a larger fleet, with more jobs, carrying a 
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h i.;gl:Fer I)'roportiqn of . ou r cargo, and the lann chi~ of more 1;1hips by Ame r ican 

yards. But there are reas6n-s why we cannot hav e the size of fleet we per­

soni:J)1ly m ight like to hav~--for expenditures must be determined on the b~sis 

of national need not personal desire. 

Second, national security needs fe:r shipping are under constant r~view ~y 

the :Peien&e De:partment ·and the Department of Commerce. M ost of their stud;.e s 

and pi.ans are hi,ghly classified. To the· extent that such information can be m i:¢~ 

availa0le to you, however, I ~ill do so. L et me s.ay for now that pres 4;1nt figu :JJe$ 

indicate tba,t existing ship.s under the hnerican £lag a .re adequate to m e~t 

'presently estabi.iished requir-ements for serv..i:cels by the m ilitary. Requir,e,,m.e.nts 

for essential civilian shipping needs are in the process of developm ent,,, but are 

not yet available"' As national security requirements are developed or .change,, 

appropriate adjustments are made in the merchant marine .and other s;µ,pport p.Jt" O­

gram,,s. It. should be not,ed that over time the ships in the reserve fleet he.com-e. 

less a-0.equate to meet emergency requirem ents. 

Third, our commercial need for American-flag merchant ships :i,s ~pos­

sible of precise de£1nition. Although all would agree that we shoul d ca.r.ry $OO:J.e 

proportion of our trade to insure adequate .shipp:ing .service and .rea~.onable rate s 

£or our £.oreign trade, it is impossible to d-emonstrate as a .matt.er of l)la,tional 

urgen.Gy that ,the p.rop.ortion be 50%, say, rather than lOo/o. 1 m i,ght :;pa int .out in 

this -eo.0ianecti,on, ·howeV'er, that our berth liners carry about 35% oi our ,~g~ea:-al 

ca..~go tomma,g. e, which constitutes about 15%.oi our total w:ater-b.o,rne io r ~i,gn . 

https://urgen.Gy
https://stud;.es
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comif\erce. In contrast, our t~amp operators carry only 5% of the bulk tonnage, 

whic~ ma.ke111 up about 85o/o of our exports and imports. This raises tbe question 

of whether we should l:>e giving relatively more emphasis to dry and liquid bulk. 

Fourth, no judgments have been made ai:1 to the government's fature 

budgetary commitmeµts to the merchant marine. Such judgment, will be 

affected by your contribution here, as I have exJ?lained. We are prepared to . 

c;oneideJ' any proposals which are well developed, documented, based. upon a 

systematic ana~ysis Qf our national' needs, and which would increase productivi~y 

of the merchant marine iri terms o! shipping capability per subsidy dollar. But 

l c:an tell you that it .is highly unlikely that the Administration will consider a 

greatty increased subsidy expenditure so long as the structure of our maritime 

programs, shipping capability, productivity, and labor-management relations 

l'emain as they are today. 

Finally, let me repeat that we would like to hav1a an ~xpanded merchant 

tifarine with more ships and mo re jobs, a fleet capable of carrying a g~eatly 

increased proportion of our total trade, a fle~t to rival any in the worhi in terms 

of high productivity. The Maritime Administration, with the cooperaUon of 

labor and industry, is 9onstantly seeking for ways to improve .the m e:,;chant 

ma.:rine and hae just made public one of its studies of the surface effect ship. 

Just last Friday a meeting was held on the status of the ret:i;oflt pl'og:r•m in.., 

volving a £ede:,:~l investment of $27 million in 100 ships. The goverpment hat 

proposals for barge and container ships under consideration, We are prc;pa:r~d 
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to consider proposals from any souJ;"ce for a m ore productive use of the subsidy 

dollar. 

You may be interested to know that the Shipbuilders Co'l,lncil of Am.erica 

has come forward with a proposal tc;> make a £01,1,: ..month review of government 

shipbuilding policies and proced1,1res with a view to isolating those areas wh.ere 

eubstanti~l cost reductions may be made. The review will be made by th.e sh:i.p­

·building industry alone, without govern:ment financial assistance, 

I am ve-r:y pleased with this propo1:1al. T'he shipbuilding industry is pe:r­

forming an important and essentic;1.l task in the partnership of govel.'nment a:q.d 

industry in Ame,;ic:c;l,n maritime affairs. •Shipbuilders can often be }?.elpf1d to the 

government in determining thos~ areas where procedures a:nd policies can be 

simplified. As -businessmen -they are ofte;o, in the best po ■ itJon to know whe:re 

improvements can he made. This is one e;x:am ple of the kind of initiative· t}J.at 

. will lead the way to a stronger American m erchant marine• . 

I also want to emphasize again that th~ governm ent is not simply ·.t.rY.t~g; to 

decrease our financial comm itment to this indtJstry. We !!,!:trying to increase 

its COJ:ltdbution to O'llr economy. 

I am optimhtic about tlte futuJ."e of this industl"y. ';['here is no limit upon 

its expansion s~ve that which i,:3 self-imposed. We. support you. We a.J,'e p~e... • 

pared to work with you.. We want to help. Su.t we have m~ch work to do tog•ther . 

And we must be getting on with it. For all c;1,gree that a mere perp~tua~ion Qf 

the stat\1S quo is as unsatisf~ctory to ma~~ement and labor as to gove;rq.meq.i't. 



. . 

l wowd. UJt-, t9 call anotheJ: m ~,tin:g of this Commtttee on.e moBtb f ro.m 

today. Prio:r to that time I am going to a,k Ted ~~el and b.is gt'oup to come 

foi.-w;1,r.d with })roposah th.at incorporate your views e~prea!!led at prior rp.e-etings 

,._nd today. l( the ,ubcommittee rerna.ine unal)le to d.o so, within two weeks I 

am going ~o a,k the MariUme Adminittration 2.ncl rn.y ,iaff to put together -~ 

proposal for. you to consider. 

l hope this etatement has been useful to you, ~nsl reipon,ive to th~ need 

the aubc.ommit~ee expre1u1ed. 

l would like to open the meeting µ:p for full discuseio:n, at this time, and 

near your response to tbie etatement flnd euc}l ideas and Jugseetione as you 

may have. 
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. I am extremely happy to be with you today. As Harold Gray 

knows, his was one of the very first invitations to speak I received 

after taking the oath of office in January. I was just breaking into 

the job at the time and had made a resolution to accept as few specking 

engagements as possible until I felt adjusted to my new responsibilities. 

It was a New Year's type of resolution, however, in the case 

of your World Trade Week observance. It was easily broken, for 

there qre few areas so vital to the economic growth of our country as 

international trade. From the outset, it was and continues to be a 

primary mission of the Department of Commerce. 

I am especially glad that this is the occasion for me to make 

·my first presentation of an 11 E 1r Award for excellence in exporting. 

The setting is most appropriate, because New York State has earned 

by far the largest share of "E" Awards since the program started three 

years ago -- nearly one- sixth of the 650 presented to date. And our 

survey of manufacturing exports in 1963 placed 
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New Yo rk second among all the state s in t otal shipments abroad. 

New York topped them all, incidentally, in the general categorie s of 

precision instruments, electrical m achinery, printing and publishing, 

and clothing. 

The "E" Award winner we honor today -- the Grace Line -- is 

responsible not only for carrying a sizable quantity of products to 

Latin American markets, but also for actively promoting exports. 

The Line has established a separate division, its Trade Development 

Office, for the sole purpose of encouraging and assisting U.S. 

producers to explore and expand business in overseas markets. 

Grace also has searched out foreign distributors for U.S. goods. 

We in the Commerce Department are especially aware of the 

support Grace h as given to M obile Trade Fairs. In partnership with 

two other lines, American Export - Isbrandtsen and Farrell, Grace 

for rrE d a nonprofit organization to help move U.S. products from one 

for e i gn port to another for display to potential buyers. Grace has 

picke d up the costs of loading, unloading and transporting exhibits 

and containers housing M obile Trade Fairs. Furthermore, the 

steady communication Gr ace's over seas agencies maintain with 

businessmen in the countries it serves has generated increased 

business between U. s. sellers and Latin American buyers. 
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These are but a f-ew of the achievements which make the Grace 

Line such an eminently worthy recipient of the 11 E 1r Award. I 

take great pleasure in presenting this banner and citation to Mr. 

W. J. NcNeil, president of the company. Let me read the 

citation: 

"Through its Trade Development Office, Grace Line, Inc., 

has encouraged and assisted United States manufacturers not now 

exporting to enter international markets and also stimulated current 

exporters to expand their foreign business. In partnership with 

other steamship lines, Grace Line has pioneered the Mobile Trade 

Fair technique and continues to participate substantially in its 

current operation. In addition to developing its specialize<l, rapid 

'containerized' service, Grace Line also provides packaging advice 

and assistance and counsel on foreign port operations. The export 

promotion activities of the Grace Line reflect credit on management, 

employes and the American free enterprise system. rr 

This company's contribution to the development of our 

commerce is an example of how ~merican business and government 

have worked together in our export expansion drive. 

The success of this program is reflected in the growth 

of United States trade. . Since 1960, our exports have climbed 

from $19.6 billion to $25.6 billion last year -- an increase 

of 31 percent. 
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By focusing more attention on the opportunities in 

foreign markets, our export program has helped the United 

States share more fully in the tremendous growth of inter­

national trade. In 1948, the exports of the Free World nations 

were $48 billion1 by 1954, $75 billionr and today, a decade 

later, these exports are $152 billion. 

The growth of international trade is one of the great 

forces for strength ..within the Free World. Despite transient 

differences, our-common economic bonds are strengthening the 

fundamental unity of the non-Communist world. 

We expect this expansion in world trade to continue if 

we ~chieve through the Kennedy Round negotiations a significant 

reduction in tariff barriers, if the developed nations pursue 

policies fostering economic growth, and if we continue to 

strengthen our international monetary mechanism. 

In recent weeks, . as you know, I have been devoting 

considerable time to taking some of the "iffyness '' out 

of this tr.ird assumption. For our success in developing the 

monetary facilities needed in a growing world economy will 

depend in large measure upon our success in reducing the 

balance of payments deficit and maintaining confidence in 

the dollar. 

I am confident that we will be successful because we 

lead from strength. As President Johnson said: "America holds 

the world's strongest c·redi tor position 1 America has the 

world's most favorable trade position. America has the 

world's largest supply of gold~" 
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Everyone involved in world trade appreciates the 

importance of the dollar as a medium of international exchange. 

They know that confidence in the dollar and the other key 

currencies is essential to the growth of trade. 

This is why President Johnson has launched a compre­

hensive program to strengthen the dollar and maintain our 

pledge that it is as"good as gold." 

We in Commerce have been charged with the responsibility of working 

with business to help improve its contribution to the payme·nts problem. 

President Johnson put the program on a voluntary basis for several sound 

reasons. He wanted fast action, he wanted to avoid the straitjacket ap­

proach that would work a hardship on some firms, and he wanted a program 

which would release the creative abilities of hundreds of companies so that 

they could come up with solutions tailor-made to their own operations. 

This program is fulfilling all three objectives. 

An analysis of the first 344 responses coming in from the 

participating firms indicates that the improvement in selected foreign 

transactions during 1965 will exceed $1. 2 billion for these firms. 

This represents an increase of about 14 per cent compare_d with the 

performance of these same companies in 1964. 

And the banks and other financial institutions, by holding down 

foreign lending, are making a sizable contribution. 

We know it isn't going to be easy to meet the President's request 

1:Q.at we eliminate the payments deficit by the end of 1966. 
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The long dock s trike is setting us back this year. In the 

first quarter our trade surplus (on an annual basis) was about one­

half of the $6. 9 billion rate in 1964. 

With 90 per cent of our overseas exports moving by ship, we 

kno·.iv the strike was felt throughout our economy. Recently an 

executive told me how he had lost foreign orders for custom-made 

heavy equipment which was actually on the docks ready for shipment. 

But the letter of credit was cancelled during the long tie-up and the 

manufacturer was forced to take the equipment back to his Midwest 

plant for modification and sale on the domestic mark!et at distress prices. 

We know too that many other companies have suffered similar losses. 

The most distressing of all were suffered by small firms just getting 

started in the export business. I don't have to tell you how discouraging 

these experiences were to those newcomer~, nor how our whole economy 

has suffered as a result of that long and costly strike. 

Now labor negotiations are underway with the seagoing unions on 

both the West O:>ast and the East Coast. The public interest certainly 

requires that these negotiations be settled through our orderly process 

of collective bargaining on a non-inflationary basis without a strike. 

Two such strikes on the waterfront in this critical year would be 

devastating to our national economy and our international position. 
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Despite the setback of the longshoremen' s strike, we have reason 

for confidence that we can win the battle of the dollar , on the basis of 

long-term as well as short-term developments. 

As we achieve greater economic unity in the Free World, there should 

be less pressure on our capital markets, the return on our private invest­

men1sabroad are likely to grow more rapidly than the net outflow of 

investment funds, and our favorable trade balance should expand in the 

decade ahead, although at a slower rate than in the last few years. 

Our trade experts are predicting that U.S. exports -- and this 

excludes military grant aid - - will rise from the $25. 6 billion of 

last year to $38 billion by 1975. With our imports expected to 

reach $28. 5 billion by then, we should have a trade surplus of 

$9. 5 billion, expressed in terms of 1964 dollars. 

The prG>jected $9. 4 billion trade surplus is $4 billion greater 

than our average surplus in the 1960-64 period. 

In preparing these forecasts our economists were not wearing 

rose-tinted glasses. Basically, they are talking about the world as 

it is. But, how much more could our trade grow i£ a "one-market world" 

were a reality? 

The experience in th e European Common Market suggests the 

potential is enormous. Since 1960, when they started reducing their 

internal tariffs- -their trade has grown more than 20 per cent a year 
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three tim es the r ate for all the F r ee Worl d nati ons. At these g rowth 

rates our exports could reach more than $60 billion by 1975 instead 

of the $38 billion we are projecting. 

While we can be optimistic about our ability to increase exports, 

we can't afford to be complacent. World competition is growing and we 

need to keep our ship in trim and our trade channels clear. 

Through the export expansion drive, we have developed a much 

keener awareness not only of the importance of foreign markets, but of 

how our domestic policies affect the competitiveness of American products. 

We know that the relationship between stable wages and prices and the 

str~ngth of our exports is direct and fundamental. 

Since 1961, wholesale prices in the U.S. have fallen a bit, 

while they wel'e rising in all the major European countries, from 

about 3 per cent in Germany to 11 per cent in Italy. Studies also 

indicate that in the period from 1957 to 1963, unit labor costs for 

production workers alone actually decreased by approximately 4 

per cent in the U.S. while they were increasing by 31 per cent in 

France, 27 per cent in Germany and 10 per cent in Italy. 

We have learned that money invested in more efficient plants 

and machinery also pays off in the export market. 

As a result of the investment tax credit and the depreciation 

guidelines, which were liberalized and exten ded by President Johnson, 
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spending on new plants and equipment has clim bed m ore than 50 per 

cent in the past three years. 

Not only are the new productive facilities helping American industry 

hold down costs, but they are giving the U.S. the capacity to meet the 

needs of an expanding world economy. 

On a public policy level, we have also gained a greater 

appreciatiori of the relationship between profits and tech­

nological change. Profit is the instrument of progress -­

for ·it is the prospect of profit which has been not only the 

creative force behind the development of new products but 

the motive force of our entire private enterprise system. 

And it is in industries that are coming up with new 

advanced equipment that are likely to increase their exports 

the most in the years ahead. This includes s~ch products as 

office machines, computers, metal working machinery, textile 

machinery, air conditioning and refrigerating equipment, 

telecommunic-ations apparatus, organic chemicals, electrical 

transmission apparatus and scientific equipment. 

It is interesting to note that one of the common character­

istics of these industries is that they are earning above 

average profits, which enables them to make greater invest­

ments. These are also high-wage industries, I might add, 

which make constantly growing contributions to our gross 

national product. 

We have also come to understand in our export expansion 

program how business and government can work together in the 
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development of overseas markets. As a result, we have i mproved 

our export f inancing fac ili t ies, strengthened our commercial 

intelligence services,, developed a hard-sell trade fair program . and 

sought to elim ,inate or reduce m any other barriers to A m erican trade.,. 

We intend to build upon these programs - - many of which 

were started under the leadership of m y distinguished predecessor, 

Luther Hodges.. He truly earn ed the t itle of rrAmerica' s No. l 

Salesmanrr for his outstanding efforts in opening the eyes of A m erican 

businessmen to the potentials of developing world markets. For 

this I salute him . 

Now we are focusing on specific opportunities in foreign 

trade. We intend to put more emphasis upon market research and 

identifying the areas in which American exporters can be most 

competitive. 

Particularly is this true for our small and medium- sized 

companies. Th rough our commercial trade fairs, we have 

helped hundred of companies which are too small to have 

market development staffs abroad introduce their new products 

to agents and distributors in many parts of the world. 

Many companies are also developing overseas markets 

through "piggyback" exporting. American companies with 

established distribution systems abroad are finding it profitable 
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to take on additional U. s. -made products. They have the ware­

houses, the organization setup and a knowledge of the market which 

enables them to help expand American exports. 

General Electric is a prime exam ple. In one country or 

another it markets such diverse proda:ts as construction equipment, 

medical and hospital equipm ent, meat grinders, intercommunications 

systems, X-1'.ay film, and machine tools. Other companies which 

are helping to sell the products of other American firms abroad 

include Pillsbury Co., Borg-Warner, International Telephone & 

Telegraph, and Thom pson Ramo Wooldridge. 

"Piggyback" m arketing abroad is a possibility I hope every 

firm with -an export potential will consider if they do not have the 

resources to establish their own overseas marketing operations. 

Incidentally, I've had the pleasure of seeing a model of the new World 

Trade Center here which will provide an outstanding facility for ex­

pansion of overseas commerce. We can all be encouraged to see 

foreign trade receive this kind of focus in this great world capital. 

The growth of our trade in the decade ahead--a period in which 

we expect our exports to rise to $38 billion or more- -will depend in 

large m easure upon the ability of our industries to supply the unfilled 

needs of a burgeoning world economy. 
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With the population on th i s planet exp ect e d to c limb to nearly 4 

b i llion by 1975, there will be growing demand for the bounty of our 

efficient farms. 

The products of our capital goods plants will be needed in the less 

developed nations as they turn toward industry to achieve a better 

balance in their economies and higher living standards for their citizens. 

And our technologically- oriented industries should continue to 

participate in the rapid growth of Europe and Japan. 

I am confident that we will continue to share fully in the fruits of 

the great global market tha t is eme rging. For we are carrying our 

full share in the effort to build a prospering world society and a 

Q~ ter, more satisfying way of life for people everywhere. 

- 0 -
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It's good to have you journalists from Western Europe visit with us. 

I understand you arrived in the U.S.A. 14 days and 6,470 jet miles ago. 

We are happy to greet you at this point along the way and to take note of the 

role which the press abroad has played in telling the "VISIT USA" story--

the story of the desirability and the ease of business and pleasure travel to 

the United States. 

Travel the world around is one of the most rapidly growing income producing 

industries. And in the record flow of international travel last year, the 

United States ranked first in the number of visitors coming from other countries 

as well as in the volume of its citizens going abroad. 

I want to reassure you that despite the imbalance in this country's inter­

national accounts, we have no intention of restricting travel by U.S. citizens . . 

We have chosen the positive course of promoting America's outstanding travel 

attractions. Your presence here as part ~fan active, joint Government-

Industry VISIT USA program illustrates this approach. I appreciate the im­

portance of such visits as y~urs and am pleased that you could come. Certainly 

your hosts, too, have my war~e~t , hanks for helping to make your visit possible. 

I commend Trans World Airlines, Bonanza Air Lines and Mohawk Airlines for their 

initiative in arranging this tour. 

I 
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For almost four years, the United States Travel Service in the Department 

of Commerce has been channeling information abroad to encourage our free world 

friends and their neighbors to see the United States. But we are well aware 

that providing information and getting it before the intended audience are two 

different tasks. We are very grateful for the generous cooperation of journalists 

and the press in telling the people of the Old World that a friendly welcome 

and many travel adventures awaits them in the New World. 

Thanks in large measure to the support given by you and your fellow jour­

nalists, almost a million overseas visitors came to the United States last year 

to do what you have been doing for most of the past two weeks. This was an 

increase of 31 percent over the previous year. 

I'm sure that many of them availed themselves of the information facilities 

at our Travel Services offices abroad. At the six street-lever offices in 

London~ Frankfurt, Paris, Mexico City, Sydney and Tokyo, inquiries in person, 

by phone or in writing, for information on travel in this country increased from 

46,000 in 1962 .to 84,000 in 1963, to 131, 000 last year. 

No matter how much information is provided by our Travel Service or by TWA 

and its fellow carriers, nothing is of more interest or more convincing to the 

potential traveler than an eye-witness report, especially by a fellow-countryman. 

Your accounts of what you have seen and done here will carry great influence 

among your readers and listeners. 

We like to think that among the great attractions for the visitor to this 

land are its "friendly natives." In communities across the nation, our people 

have taken steps to assure a warm welcome to those who come to see us. We 

hope you have found s..u.ch a welcome. If you have, we will appreciate your con­

veying that message to yPur fr i ends. And we certainly will enjoy your coming 

back to visit us again soon. 
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Others may profess humility at receiving such a •high honor 

as this. I say I am proud- -not because I think I deserve it, but 

because I refuse to pit my judgment against yours. 

Besides, think what a rare moment in human existence I 

would miss if I didn't let myself fe•~l proud to be honored by 

fellow Harvard menJ 

Thank you for this recognition. I shall cherish it always. 

As a 6 roup, you provide a forum for free inquiry that is in 

the best tradition of the great school in your background. And as 

individuals, your participation in this club indicates a personal 

interest in affairs that transcend your immediate business concerns. 

Tonight I'd like to take advantage of this interest by discussing 

:h~ ~ roadened responsibilities of American business in these critical 

times. One doesn't have to be in goV;ell'nrnent to serve the public 

interest; business, too, offers careers in public service. For business 

is a public service institution. 



Illustrations of th~s fact are all around us, but the outstanding 

one. I like to cite first these days is the cooperation of business in 

President Johnson's voluntary Balance of Payments program. 

Never before has business acted with greater responsibility in 

the public interest. The corporations joining in this voluntary effort 

are doing so without the slightest legal requirement. The President 

simply explained our deficit problem to the chief executives, told 

them their assistance was urgently needed, and asked them to make 

the sacrifice required to help restore the balance in our international 

accounts. 

Their respons-e can anl.y be described as magnificent. The leaders 

of the 500-odd participating firms have accepted the challenge as though 

it were their own private corporate problem. These firms are already 

major contributors to our favorable trade balance. Still, they have 

now undertaken measures to make an even greater contribution toward 

a solution of the deficit problem. 

I would also like to emphasize that our voluntary 

program applies to all of American industry, and not just the 

companies which are reporting to us on .a quarterly basis. And 

tonight I wish to announce that I plan shortly to send a letter to 

3,000 additional companies to ask their cooperation in the effort. 

I am not requesting these companies to report 

summary figures on their foreign transactions; to do so would be 
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impractical because some of them actually have little continua.us 

foreign business. But we hope they will make a serious effort 

to contribute to our foreign earnings through expanded exports 

and by exercising the same restraint on direct overseas inve-stment 

now practiced by firms reporting to us. 

I can assure you that winning the battle of the dollar is of 

critical importance to every businessman and worker in America. 

For continued domestic economic growth depends on the sound 

dollar we are striving to maintain. So does the expansion of world 

trade, which flows on confidence in the dollar as the principal 

medium of international exchange. 

Business is similarly involved in many other voluntary programs, 

both privately and in cooperation with government and labor. It is 

supporting education, helping to re-train workers, participating in 

community affairs, working in health projects, and helping to provide 

equal opportunity for all Americans regardless of race or national origin. 

But I'd like to focus mainly tonight on business' traditional 

responsibilities to produce wealth , to provide increased economic 

opportunity for people, to earn profits, and to do every proper thing 

required for the operation and improvement of the free enterprise system. 

These missions have taken on a vital new importance today. 

For they are basic to America's ability to m eet the growing challenges 

of th e world. These are largely econom ic in nature, and business, 
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as the central organizer of our economic life, has a major responsi­

bility for helping us meet them. 

It is also entirely fitting that we examine business' performance 

in this task. For we Americans are looking at all our institutions 

with a view to making improvements so that they will serve us better. 

Th e process is part, I think, of a great national ferment in which 

Americans are thinking deeply about the basic purpose of our nation 

and about its ultimate destiny in the world. 

Historically we have nearly always been a world-oriented 

nation. The American Revolution was a world event whose effects 

are still reverberating around the globe. Our Civil War was a contest, 

as Lincoln said, to determine whether any nation conceived in liberty 

could long endure. And we have drawn on every nationality in the 

world to help populate this nation. 

But the position of world leadership which has been thrust upon 

us requires that we look at ourselves more than ever in global terms. So 

we are measuring our, society against other world societies, and testing 

our actions and attitudes against eternal truths. Never before have 

we thought so earnestly about how we can best contribute to the social 

and economic advancement of not only our o~n people, but those every­

where who want to live in peace and freedom. 
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For we all sense, I think, that the human race faces the greatest 

challenge in all history, and people everywhere must m eet it with 

all the wisdom they can muster. Nothing less can save us. 

Evidence that America is deeply committed to social and economic 

advancement for both our own people and those abroad is all about us. 

At home we see it in the war on poverty, in the civil rights movement, 

in our regional economic development programs, in our employment and 

training programs, and in our massive efforts to improve the education, 

health, and housing of our people. 

Overseas we see it in the dedication of our Peace Corps volun­

teers, in our multi-billion dollar aid program, in the financial 

organizations for international development which we support, in our 

technical assistance programs, and in the education and technical 

training of foreign students in this country. 

These things prove, I think, that our commitment to progress 

is glcb-al. We do not subscribe to the narrow view that America 

can be made better without improvement everywhere. The forces 

of the modern world are too interrelated. Economic isolationism 

is as dead as political isolationism. 
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Now every element in our society contributes to the fulfillment 

of our commitment to progress. Government, labor, education, 

science and technology, the church, and others, are all involved. 

But basic to the entire effort is economic wealth. And business 

has the central task here. It is business which organizes and manages 

the production and distribution capabilities which create wealth and 

make it available. And not just in static amounts, but increasing 

amounts - - '.rapidly increasing amounts. 

Now what is the current performance rating of business in 

this task? 

The answer is written in the record of the greatest economic 

advance in American history. Never before has so much wealth been 

created for so many in such a short time. 

Every element of economic society shares the credit for this 

unparalleled performance. But it is business that provides the daring, 

the initiative, a)'.ld the creative energy that welds these elements into 

a functioning whole. 
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It is business which takes the risks, understands and uses the 

power of science and technology, studies the requirements of society, 

brings together personnel of µiany specialties, and launches the 

product on the perilous sea of the free, competitive market place. 

It is business which earns the profits required for research and 

innovation, and for new plants and equipment that mass produce better 

products at lower prices. 

Now a moment ago, in listing the ways in which we keep our 

commitment to progress, I mentioned only programs that were largely 

instituted by government. And I pointed out that these programs are · 

underwritten by the economic activity which business generates. 

:6ut even more significant is the fact that the private sector itself 

makes the greatest contribution of all through the extension of 

individual opportunity in an expanding economy. 

lt 1s the dynamics of the free enterprise system, operating in a 

climate of confidence and security, that has brought the highest 

standard of living in the world to the United States. And this same 

system can provide its benefits a:r:ound the globe wherever this same 

climate prevails. 
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Direct private inve'Sltment ov erseas by U.S. firms i s an outstanding 

example of bow business is helping t0 keep our commitm ent abroad. 

Our manufacturing -enterpri&es overseas had ·total sales of over 

$31 billion in 1963, addm g substantially to the econom ic well-being of 

people in many countries. 

A personal experience I had in Brazil a couple of years ago is 

typical of many other examples of such performance. 

The firm I was with had opened a new plant near Campinas, a 

modern industrial city and cultural center in the State of Sao Paulo. 

The plant was in the village of Sousas, where less than a thousand 

people lived. 

At a gathering during my visit, the local priest stood up and told 

what our operation had meant to the villagers. Before, he said, 

Sousas was a place without hope. 

The people had no shoes, few had running water or sanitary 

facilities. The town was at the end of a ten-mile rough clay read. 

There were many unemployed. 
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Now, he said, Sousas had been transformed. Wage earners, 

company-paid taxes and increased merchant activities had injected 

new life into the comm unity. Additional electric power had been 

supplied to the town. The clay road had been replaced with a shorter, 

well-paved highway to Campinas. 

On-the-job training had succeeded in transforming farm laborers 

into mechanics and technicians. Our employe training school was 

teaching English to young Bralizian secretaries and training them to 

take shorthand in both Portugese and English. 

The priest told how health facilities had been established. And 

he said the people now have shoes, and good clothes, and better food, 

and better transportation facilities. He told the story of the dramatic 

changes with tears rolling down his cheeks. 

This is only one example of countless others in which American 

business is helping fulfill our commitment to progress. All business 

needs is security and freedom for its investment and the competition 

of the open marketplace. 
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Whereve r it finds s uch condi t i on s, in dev el oped a s well a s 

underdeveloped nations, AmeTican business can help i mprove the 

economic well being of the people. 

I know the General Motors autom obile operation in Australia has 

brought tremendous benefits to the people of that growing country. 

Including dealer outlets and di rect suppliers, GM 's Holden 

operation there provides a livelihood for about 74, 000 Australians 

and their families. All the technological capabili ty of General 

Motors--the result of many years of scientific investigation and 

engineering costing many millions of dollars - -is infused into the 

Australian work force. The skill of the Australian worker is rai sed 

and the benefits of his knowledge and performance are spread 

throughout the nation I s economy. Opportunity for economic 

advancement grows, and the standard of living is raised. 

It's this kind of progress that gives real meaning to the idea of 

business as a public service career. 

I know that our young people are ready to dedicate their lives 

to the social arid economic advancement of people everywhere- -and this 

is why such activities as the Peace Corps have such an appeal for them. 
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But I know of no way to make a greater contribution than in 

organizing economic activities which enable people to cooperate 

efficiently with one another in providing for their material wants. 

And that's what businessmen do. 

This message needs to be brought home to our college graduates. 

I would like to see the business community make a concerted effort 

to do this - -and such organizations as yours might well take the lead. 

Business also offers direct-action opportunities for service. 

You are familiar, I am sure, with Frank Pace's work with the 

International Executive Service Corps. This private, voluntary program 

enables executives to spend four to six months in less developed countries 

helping foreign businessmen acquire more efficient managerial skills. 

A lack of such skills can be as great a barrier to economic growth as 

investment capital. 

This organization is now expanding its operations and is seeking 

executives with appropriate experience for the new projects being 

launched. I know this program will have the wholehearted support of the 

business community, and we at Commerce are glad to endorse its aims. 

Now keeping in mind that American b:.isiness is providing greater 

economic opportunity to people abroad as well as at home, what is the 

challenge to business ? 
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It is, I think, to measure progress by our potential, not by our 

past performance. 

' During the postwar period our Gross National Product has been 

growing at a rate of about 3 1/2 per cent a year. In the recovery 

period since 1961, it has grown at the rate of nearly 5 per cent in real 

terms. 

But West Germany has been growing at a 5 per cent rate for 

about 10 years, and Japan has been growing at a 9 per cent rate. 

Of course, those two countries started from a lower base, and 

they have been re-building their war-torn economies --in the early 

part of the period, I might add, with large infusions of U.S. capital. 

But we have helped supply them with something far more 

important: the basic requirement for a rapid and sustained growth 

rate, which is scientific and technological information. 

Their remarkable growth rates are a direct result of the 

vigorous application of this knowledge through a superior industrial 

intelligence communication system. 

12 



And they have not only applied our scientific and technological 

know-how with great effectiveness, they also are now engaged 

vigorously in their own basic scientific investigations. Japan, for 

instance, has far more scientists engaged in civilian research 

proportionately than do we. 

But, you might ask, don't we apply the technical resources 

available with equal speed and effectiveness? 

The answer is that most of the big corporations do, but 

the vast majority of firms lag far behind their potential productivity. 

A recent Department of Commerce study suggests that these 

firms could improve their productivity several fold simply by 

adopting the techniques already known and p ,7oven in use without any 

improvement in the existing technology. All they have to do is adopt 

the practice~, equipment, layout and other procedures of the more 

efficient establishments. 

The studies, based on productivity per employe, reveal widely 

varjng levels of efficiency and productivity within many nationally 

important industries. 
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For instanc e in the sawmills and planin g mills industry, the m ore 

efficient establishm ents were shown to be nearly three times a s pro­

ductive as the less efficient. Am ong paperboard mills, the m ore 

efficient were four times more productive than the less efficient. The 

pattern is the sam e for m any m ajor industries, and studies going all 

the way back to 1910 reveal the sam e historical pattern. 

These facts present, I think, a major challenge to m anagem ent. 

For it is m anagem ent that m ust put the available science and technology 

to use as a prim e m ethod of maximizi ng profits and stim ulating 

national econom ic growth. 

At Comm erce we have launched several programs to aid this effort.. 

One of my first acts on assum ing office was to dedicate a new Clearing­

house for Federal Scientific and Technical Inform ation. This is the 

central source for supplying the industrial and technical com m unity 

with unclassified information about Governm ent-generated science and 

technology. 

We also are conducting a series of conferences throughout the coun­

try on •how industry can m odernize p lant and equipm ent. 

In addition, we have proposed to Congress the State Technical 

Services Act which would offer the latest techni cal inform ation to 

industry through educational and other qualified institutions in the 

various states. 
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Scie n ce and t echnology ar e d ominant i nflue n ces in our liv e s 

today. B ut it is only recently that we have come to a fuller 

appreciation of their connection with economic growth and the 

enlargement of economic opportunity. 

Their full use would enable A merican business to make a fa r 

greater contribution to the well being of both the American people 

and those abroad who want to live in peace and freedom. It is a 

basic requirement to the fulfillment of our commitment to help lift 

the burden of misery, poverty, disease and ignorance from the 

shoulders of suffering mankind. 

I am confident that business can and will meet this challenge 

with the same energy and dedication that it applies to the pursuit of 

other great national objectives. 

Thank you. 
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