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APRIL 12, 1964 

HUMPHREY ·URGES , NEW USE OF DEFENSE 
: • . .. 

R & D TECIINIQUES -TO MEET CiviLIAN NEEDS 

Senate Majority Whip Hubert H. Humphrey (~Minn.) 

urged today that "systems..:analy~:d_~ ·" techniques developed 

by military research and development be used to deal 

with national civilian needs when defense expenditures are 

cut back. 

Humphrey told a national convention_of the Independent 

Bankers Association in Minneapolis that it is imperative 

that the government· take action soon on his proposal 

to create a Commission on Automation, Technology and 

Employment to prepare and plan for the expected cutback 

of some ·$5 to $9 billion in defense spending by 1970. 

All too often in the past American military security 

was endangered by inadequate planning and preparation for 

defense, · Humphrey said. · "Now we are belnfs faced with a 

situation where economic security could be endangered by 

inadequate planning and preparation for .the changes · in 
. II defense spending and the problems of automation. 

"If we are going to l¥l.ve full employment in America," 

Humphrey said, "we have to develop a whole new· variety 

of economic activity. There must be new products, new 

services, new iridustr-ies. '' 

He said · that our experience with defense production 

has shown that there is a direct link between university 

research and industry and it has proved to be extremely 

beneficial to both groups. ' "If we can establish a similar 

link between university ·research and non:-:+defense ·industry," 

he added, "we can get the economic growth we need." 

Humphrey said the shifts in defense spending have 

already started. He noted that President Jobnson 1 s budget 

submitted last January "achieved a $1 billion cut in actual 

defense spending" and "lopped $3 billion more in future · 

planned spending." (MORE) 
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"There is going to be more of this in the offing," 

Humphrey said • "Informed persons ;J.n our Defense establish

ment foresee cuts of $5 to · $9 bill~on by 1970." 

Humphrey said these cuts are not coming "from any 

weakening of our defense ·posture.· We are . overwhelmingly 

superior to any military force . that might be arrayed 

against us. We are going to remain so. But new develop

ments in strategy, the equipment and devices which an 

enormous expenditure in technology in the past has 

produced for us - all this will enable us to keep our 

superiority at less cost." 

Humphrey said the American economy has been so strong 

it could bui1d an entire defense industry on top of a 

thriving civilian economy - "for the first time in all 

history a society has been able to move both plenty of 

guns and plenty of butter." 

Humphrey said the signs that we can safely cut back some 

of this heavy spending for defense are coming at a time 

when it is obvious that the civilian economy has not grown 

"quite enough to absorb all of the people who need jobs." 

"We are facing the problem of absorbing the postwar 

baby crop coming on the labor market," Humphrey said. 

"Instead of our recent growth rate of 2 to 3 percent, the 

economy has to grow more like 4 to 5 per cent. To compensate 

for the advances of automation in old industries, where higher 

productivity is being achieved with fewer workers, we need 

new jobs, new products and new industries." 

Humphrey said this development can be stimulated "the 

same way we stimulated our fabulous defense development. We 

must first determine it is in the national interest to do 

this. Then we must transfer savings from one part of our 

economy - from the public defense sector to increased 

investment in the non-defense public sector." 

"We have vast needs in education, in transportation, 

in communications, in weather control, air and water 

(MORE} ~ 
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pollution, in medical facilities and technology, housing 

and many, many more areas. The national scope of many of 

these problems, the degree to which they cut across many 

political jurisdictions, the complexity of discj_plines 

which must be coordinated to solve them - all this precludes 

ordinary private development. 

"These problems are admirably suited to the same kind 

of 1 systems-analysis 1 approach that have paid off so -vrell in 

defense. Many disciplines~-scientific, engineering, political, 

economic, sociological and psychological have been put together 

in our defense R and D. 

"This new social tool must be used now for something 

else, unless it is to be lost. The Department of Defense 

could be empowered to grant some of this re-allocation 

itself, if this would smooth the transition in keeping some 

highly expert research teams together. 

"In the case of primary industrial research, the 

Department of Commerce is an obvious agency to foster basic 

investigation into what new things we need, what we can use, 

what might - with ordinary private capital - be developed 

profitably and what kind of basic research would be too 

unprofitable for private investment. 

"This sort of basic research can be distributed among 

existing university centers, or perhaps be put into new 

regional institutions. This can stimulate the new growth 

and development of the entire economy and nation. " 

### 
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SPEECH SCRIPT 

INVESTING IN AMERICA'S FUTURE 

(For Independent Banker's Association) 

April ~ 1964 "'-· ~ ' 
Jl 

~ I am pleased to speak to this convention of the 

Independent Bankers. No group is more intimately related 

to the economic and social life of communities. No one has 

a more vital role than you in developing those communities. 

~I want to talk tonight about making a great new investment 

in them - a new investment of money, of enterprise, of 

imagination. With your help, we will do it. 
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( Tbe face and form of America is changing. 11Jmost 

no corner of the nation is untouched. But one large 

section of the country is showing the stress of that 

change in very sharp ways. The area is very large. It --
is the vast "heartland" of America - the midlands from 

Canada to the Gulf, and from Ohio to the Rocky Mountains. 

1., This region has been declining ~ ,elii§ieezl i 1 1 Pl llAJ'!Ae=, 

in relative population, in economic strength. The farm 

population has been swindling yearly by 200,000 a year . 

i_Its industrial growth rate has been slmver than the rest 

of the nation. Its share of defense industry has gone 

down markedly. Although its universities turn out the 

largest proportion of Ph.D.'s in the nation, they export 

most of this talent. 
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;( These trends are obviously not good for this region 

or the people in it. Nor are they good for the nation as 

a whole. Many of the sturdy virtues of independence 

and self-reliance have been nurtured in this heartland 

of America. Neighborliness and connnunity have had more 
..--_ 

vi tal meaning here 111here a man ' s friends knmv him 111hen he 

lives and care when he di~. One does not have to be a --
romanticist about rural or small-town life, nor share 

Jefferson's pessimism about democracy in any other than --- ~ 

agrarian society, to deplore this trend to drain the heartland~ 

~iling people up in the giant cities has put severe strains 

on the cities, too. Of course problems of the large 

cities merit special concern and treatment. They are 

overgrown , overcrowded and underplanned. They represent 

the other side of the coin of a tremendous imbalance that 

is taking place in America. 
~ 
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/_yut I vTant to concentrate on the problems of the heartland, 

because in rene\dng it, I believe we make the most 

fundamental attack upon our total problem. 

1., I am not talking about returning people to the 

farms. That is no longer poss1ble0~e technological 

revolution there is too nearly completed. I am talking 

about restoring a region -vdth new economic activity, for 

more people. If vle are going to have full employment 
..--
in America, we have to develop a whole new variety of 

economic activity. There must be new products, new 

services, new industries. These could and should be 

dispersed through the whole of America. 
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) The defense industry in America has firmly established 

the link bet"Yreen university research~ industry, 
{ 

we can establish a link between university researc~ 
/ 

non-defense industry , 1·T8 can get the new economic growth 

necessary in the American midlands , and cease to export 

all of our talent elsewhere. 

~If we are going to have more leisure in America 

along with increased economic productivity - and the 

technological revolution is bringing that - people need 

to be related to an area of versatile and vmolesome opportunity 

for recreation and centers of study. The midlands of 
----------------~==============~~ ~ 

America have unparallelled opportunities , if t hey are 

developed. 

4e kind of planning that once revitalized the 

Tennessee Valley can and should be done many times over. 
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We must revitalize this great part of America, 

renew this heartland with people , jobs , and thriving 
~ 

communities. But this is going to take the investment ________. 
of money, imaginative planning, and a new spirit of 

enterprise. In all of these there has to be the full 

partnership , and complete cooperation at the Federal, 

State, and local levels. There is no most important 
·-==--- ==""""--

leg, on a three-legged stool. 

Mention money and investment to a banker and he 

pricks up his ears . This is his business. This invites 

his critical judgment . And that is exactly vrhat I want 

to do - stimulate your critical concern. 
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have the resources in .America to do what we want and 

need to do. We are the richest nation on the face of t he 

earth . Our economy is growing . We are known as 11 the affluent 

----
society11

• We can make it grow more, employ our people , 

see to it that they can rise by their own efforts above 

poverty, and arrest the trends t hat are draining one part 

of t he country and piling up masses in other 

parts. I.Je can do this within our present use of financial 

resources. 

~I am not advocating a shift in our resources. I am 

advocating that money that has been spent in one direction 

and has served its purpose , be channelled novr in different 

directions to serve new purposes , new plans , ne,., values. 
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~The main resource for new money has already started 

to come. President Johnson's budget submitted last January, 

achieved a $1 billion cut in actual defense spending. 

It lopped $3 billion more in future planned spending. 

There is going to be more of this in the offing. Informed 

persons in our Defense establishment foresee cuts of $5 

to~ $9 bill~on more by 1970.~RBre then, is the source of 

money. It is not coming from any weakening of our defense 
-=--

posture. We are overwhelmingly superior to any military 

force that might be arrayed against us. \.Je are going to 

remain so. But new developments in strategy, the equipment 

and devices which an enormous expenditure in technology 

in the past has produced for us , will enable us to keep 

our superiority at less cost. - s~~ 
~~hv)-~~~~ 
Q~- ~ 
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/--_.Now what do we do with that money? It bas been in 

the public sector of our economy. Defense expenditures 

account 

~Defense 
for 10 per cent of our Gross National Product. 

is far and away the largest single element in 

our Federal Budget. No one has objected to it. Defense 

has been in the national interest - indeed it has been, 

and is, a national necessity. We have had a consensus on 

-
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I Bu/ let us note something else about our defense 

industry that is extremely important. It began happening 

at the time of the Korean ~~Tar, although the full import 

is only new being realized. The point is simply this: we 

have built an entire defense industry in addition to - or 

on top of - a normal civilian economy. For the first. time 

in our history - for the first time in all history - a 

society has been able to have both guns and butter. Up 
~ ...,._ 

to and including World War II, it was possible to have one 

or the other - butter or guns - but not both in equal 

~ 
sufficiency at the same time. 
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~Following World War II the American economy underwent 

an enormous expansion. The pent-up demand for goods, the 

stored up savings caused a surging prosperity instead of 
~ . .:.__ 

an expected post-war depression.~The 60 million jobs that 

had seemed like a dream a fmv- years earlier, 1.rere soon 

?" )1l d/ ( 1?1 (., k-r " 
reached and surpassed. Then came the Korean war. Our 

defense expenditures shot back up again - to $35 billion. 

~-But this time there was hardly a ripple in the civilian 

economy. The Korean War 1vas follmved by a continued 

intensification of the Cold War . The defense budget has 

crept up. The civilian economy bas likewise grown~, 
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~We have become r~ enough to have our~ake and eat 

it too - or almost rich enough. The civilian economy 

~.----
has grown, but not quite enough to absorb all of t he people 

who need jobs in the present adult population . And now 
---;::::::=-

we're facing the problem of absorbing the post- war baby 

crop coming on the labor market. Instead of our recent 

grov~h rate of 2 to 3 per cent, the economy has to grow 

more like 4 to 5 per cent. To compensate for the advances 

of automation in old industries , '"here higher productivity 

is being achieved with fewer vTorkers, we need new jobs, new 

products, and new industries. 
==r 

~ am proposing to stimulate this development the same 

way we stimulated our fabulous defense development. We 

must first determine that it is in the national interest to 
-

do this. Then we must transfer savings from one part of 

our economy- from the nrsa i ~ defense sector- to increase 

the non-defense p~ ~our economy. 
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J Note we~l that
1 

I am not talking about nell spendi!J8, 
~__,--- ~ 

new debt, or about any increase in the over-all _public 

sector of our economy. I am talking about a shifting of 

funds within a sector, a changing of the purpose for which 

some of those funds are spent . That change of purpose is · 

to stimulate the private economy . Particularly it is to 

restore to it some of the research and development funds 

and talent which have been denied to it because of our 

defense needs . 

~First, however, you may ask if we can save money on 

the order of billions, why not apply it on the national 

debt, or simply put it all into tax reduction? 
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Debt reduction is important. I do not believe the .--

nation could or should ignore it. But I do not think it 

should be timed for a period when the economy is not growing 

fast enough, and we have as many unemployed as we do. The 

result would be deflationary and would further aggravate 

our situation. The surplus for debt reduction should come 

out of the productivity of a fUlly employed economy. 
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Some~tax reduction might be wise- especially if large 

reductions in defense spending can be made at one time. 

But there is an opposite danger to debt reduction if we 

apply all of it to tax reduction. That is the inflationary 

tendency. We have just enacted one major tax-reduction 

bill, vdth the frank purpose of stimulating the economy 

by it. \{e shall have to watch our experience 1-dth it , 

and what problems of control of inflation come ¥dth its 

results, to get \dsdom here for future action. 

~Meanwhile, we have a lot of unfinished business in --- .... ~ 

America, that requires wise investment in research and . 

f~~&,~~ / development.-
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Research and development investment has paid off 

handsomely in defense. It has shown the indispensable 

link between university-centered basic resea:rc./r;;:;:dustry. 

~Seventy-five per cent of all research and development in 

the U. S. at the present time is defense-related and 

supported by the Federal Government. The lion's share 

of that is spent in a few industries dominated by aero-

space and electronics. Not only is the allocation of funds 
-~ 

lopsided but so is the allocation of talent in scientists 

and engineers. As a resu~ research and development 

civilian industrial sector has been starved~Of~ 
in the 

billion dollars ®150 r ,~ spent in R & D, no more than $1 

billion goes into new ways to develop our peacetime 
' ~-~==~~ 

industrial and commercial base. 
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vfe can correct that imbalance. \.J'e can do it by directing 

our research into developing the private sector of our 

economy and developing our regions. 

We are all conscious of the large amounts of Federal 

money put into university centered research on the East 

and West coasts and the stimulus to industrial development 

fm~~-> 5~ 
around them. We have vmndered why the Midwest universities 

l \ 

('~L could not share more in these grants, and be centers to 
/1 ·- .......,... 

serve our own regions as well as keeping some of our talent 

at home. Here again we must be careful to read correctly 

-vrhat has been happening. 
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We emerged f'rom \·forld War II lrnowing that air and 

space power and electronics were going to be vit al. M.I~. 
~ -=----

in the East had advanced develo ment in radar electronics 

and related research during the war. It was a natural place 

to ex~d with further research grants. ~defense 
indust~in the New England region has grown up around it. 

On the other hand, the air industry was already well 

based on the West Coast in the thirties. It has developed 

f'rom planes to missiles and also in nuclear investigation. 

This latter development also began during the War and was 

based nearby. Related universities became excellent places 

to use f'or basic research contracts . 
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The point is - industry and universities have grown 

together in this research complex, largely within a defense 

orientation. And in the gro\~h the Biblical proverb 

has been amply fulfilled: "to him who hath much, more 

shall be given; to him who hath little, even that which 

he has shall be taken away" . Defense industry grevT on 

the coasts. In the midlands it declined . 

~'It has not been ~easible, and is possibly not good 

economics, to spread this defense research equally around 

the country. Military spending should never fall into the 

category of "patriotic WPA projects" or "pork barrel . " 

X 

v 
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~I am not pleading for a redistribution of military 

spending),~ 1_efe:;_se industry has reached a peak and is 

going to level orr at . a""""* lower plateau.~ Some parts 

of it have already started to become precarious as an 

economic base for the communities they serve~ Indeed we 

ought to be ~ something else for 

t1N..tJ..) , 
. In any case more defense contracts are no wave 

of the future for the heartland of the nation. 
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~ut t~other uses of basic research and development 

funds point the ~oray for the future. One is adding to the 
~ 

non-defense public sector, of funds to research the 

national needs which are too big for private initiative to 

undertake, but from which the private economy will benefit. 

The other is to fund directly some basic industrial research 

with which some new industries can get started, and then 

get their money and 

Our consumer economy 

many of the pressing needs of our society are in areas 

which are not attractive for private development . This 

is true in spite of the fact that many things we need 

~orould have a long-term beneficial effect for citizens 

and for the economy. 
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We have vast needs in education, in transportation, 

in connnunications, in 1-reather-control, air and water 

pollution, in medical facilities and technology, housing, 

and many, many more areas. The national scope of many of 

these problems, the degree to which they cut across many 

political jurisdictions, the complexity of disciplines 

which must be coordinated to solve them - all this precludes 

ordinary private development. These problems are admirably 

suited to the same kind of "systems-analysis'' approach 

that has paid off so well in defense. Many disciplines, 

scientific, engineering, political, economic, sociological, 

and psychological have been put together in our defense 

R and D. 
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This ne1.r social tool must be used novr for something 

else , unless it is to be lost. The Department of Defense 

could be empo1~red to grant some of this re-allocation 

itself, if this would smooth t he transition in keeping 

some highly expert research teams together. Perhaps a 

different administration should be created. But the 

important thing is to provide for getting it done. 
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In the case of primary industrial research, the 

Department of Commerce is an obvious agency to foster basic 

investigation into what ne-vr things vre need, ~<That vre can 

use, what might, with ordinary private capital be developed 
...... ---

profitably. Basic defense research has been spectacularly 

successful. Hm.;ever many of these successes would have 

been disastrous failures in the private sector. Their 

supporters would have gone broke before the evolution 

could have been maintained to the point of success. 

~s sort of basic research, again can be distributed ~ 4 
= == - ~~;IA1~~M;;t-; 

among existing university centers, or perhaps be put into 
~------------------------·l ---------------------

new regional institutions. This can stimulate the new 

growth and development of the entire economy and nation. 
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~ith or without money, ho1rever, the Federal 

government - no more than God - can help those -vrho do not 

want to help themselves. There will have to be a 

!l 

tremendous development also of local initiative and~~ 

enterprise. This iilll have to be true locally ~ state-

wise, and regionally. Here is where the imagination 

must come from what is tied in to local realities and to 

local control. Here is where needs must be developed that 

can be supported and are ivorth supporting. Here is where 

some capital and credit must be forthcoming to support 

ne-vr enterprise. 
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~ We have enough resources to meet all of our needs. 

Our free-enterprise economy is fantastically more efficient, 

more resilient, more adequate to meeting the needs of people 

than a Communist society can ever be. It supports the 

most pm·Terful defense system in the I?Orld as a frosting 

on its cake. It is the Soviets who have a '~tlar economy, 
"' :C:-- = 

..-,.---

not us . I am confident we have the wit and -vlisdom to 
~ 

apply our savings wisely and vrell to give our private 

economy new opportunities for breakthrough and to develop 

equity for all, within freedom for all. 

#l#l 
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